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MAYFAIR INSURANCE TANZANIA LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

The Directors have pleasure to present their report together with the audited financial statements for the year ended
31 December 2017, which disclose the state of affairs of the Company as at that date.

1y

INCORPORATION

The Company is incorporated in Tanzania under the Companies Act, 2002. Its registered office is situated at
TANRE House, 2™ Floor. P. O. Box 38353 Dar es Salaam.

PRINCIPAL ACTIVITIES

The company is a licenced insurer and underwrites general insurance business.
COMPANY’S VISION

To be distinguished as a reliable and innovative Pan-African financial services leader.
COMPANY’S MISSION

To provide financial security through reliable and innovative insurance solutions.
CORPORATE GOVERNANCE

The Board of Mayfair Insurance Tanzania Limited consists of eight (8) non-executive directors. The Board
takes overall responsibility for the Company, including responsibility for identifying key risk areas,
considering and monitoring investment decisions, considering significant financial matters, and reviewing the
performance of management business plans and budgets. The Board is also responsible for ensuring that a
comprehensive system of internal control policies and procedures is operative, and for compliance with sound
corporate governance principles.

The Board is required to meet at least four times a year. The Board delegates the day to day management of
the business to Chief Executive Officer assisted by senior management. Senior management is invited to attend
board meetings and facilitates the effective control of all the Company’s operational activities, acting as a
medium of communication and coordination between all the various business units.

The Company is committed to the principles of effective corporate governance .The directors also recognize
the importance of integrity, transparency and accountability. During the year the Board of Mayfair Insurance
Tanzania Limited had the following board sub-committees to ensure a high standard of corporate governance
throughout the Company. These are;

- Board Audit Risk & Compliance Committee;
- Strategy and Investment Board Committee; and
- Executive Committee (Ex-com)



MAYFAIR INSURANCE TANZANIA LIMITED

DIRECTORS REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017 (CONTINUED)

6.

SHAREHOLDERS OF THE COMPANY

The shares of the Company are held by the following shareholders:

Mayfair Insurance Company Ltd — Kenya
Abbas Mohamed Jessa

Andrea Ltd

Subhash Motibhai Patel

Lakdawalla Investments Ltd

Anjay Vithlbhai Patel

Harbinder S. Jandu & Kamalpal S. Jandu
Gigvir Investments Ltd

Girdhar Pindoria

Gaurav Pravin Shah

Sujay Limited

Jamdaba Limited

Kasbo Holdings Limited

Akberali Abdulhussein Somji

MANAGEMENT STRUCTURE

The Management of the Company is under the Chief Executive Officer (CEO) and is organised in the following
departments.

e Finance and Administration department;
e (Operations department;
e Information communications and technology department.

FUTURE DEVELOPMENT PLANS

The Company intends to strengthen its reputation as a serious, long term and reliable insurance solutions
provider in Tanzania by being a catalyst for improved financial security to masses through optimally priced
effective insurance solutions backed by strong customer centric focus and attitude and innovative products
through high level of honesty, integrity and transparency. Increasing insurance penetration further by
expanding the geographical reach and communication with masses for greater financial inclusion in Tanzania
remains one of the key guiding factors for all endeavours of the company.

PERFORMANCE OF THE YEAR

The result of the company for the first year of operations are set out on page 14 of these financial statements.
The director do not recommend the payment of a dividend for the year. The highlights of the Company’s
performance for the year are as follows:

e Gross written premium was TZS 14.3 billion. (2016: TZS 8.7 billion );

e The net premium revenue was TZS 6.06 billion (2016: TZS 3.9 billion );

e The net claims incurred for the year ended 31 December 2016 was TZS 2.48 billion. (2016: TZS 676
million);

e The administration expenses for the year were TZS 2.59 billion. (2016: TZS 1.75 billion );

e The company has registered a net profit before tax of TZS 1.05 billion. (2016: loss of TZS 1.06 billion).

[95]



MAYFAIR INSURANCE TANZANIA LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

10.

11.

12.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board accepts final responsibility for the risk management and internal control systems of the Company.
It is the task of management to ensure that adequate internal financial and operational control systems are
developed and maintained on an ongoing basis in order to provide reasonable assurance regarding:

e The effectiveness and efficiency of operations;

e The safeguarding of the Company’s assets;

e Compliance with applicable laws and regulations;

e The reliability of accounting records;

* Business sustainability under normal as well as adverse conditions; and
e Responsible behaviors towards all stakeholders.

The efficiency of any internal control system is dependent on the strict observance of prescribed measures.
There is always a risk of non-compliance of such measures by staff. Whilst no system of internal control can
provide absolute assurance against misstatement or losses, the Company system is designed to provide the
Board with reasonable assurance that the procedures in place are operating effectively.

The Board assessed the internal control systems throughout the financial period ended 31 December 2017 and
is of the opinion that they met accepted criteria.

The Board carries risk and internal control assessment through Board Audit Risk & Compliance Committee.
RESULTS AND APPROPRIATION

The operating results for the period are set out on page 14 of these financial statements. The directors did not
recommend the payment of dividend for the year ended 31 December 2017 (2016: Nil).

EMPLOYEES WELFARE
Management and employees relationship

Relationship between employees and management continued to remain good and harmonious for the year.
There were no unresolved complaints received by Management from the employees during the year. A healthy
relationship continues to exist between management and staffs to achieve corporate goals and expectations.

The Company is an equal opportunity employer. It gives equal access to employment opportunities and ensures
that the best available person is appointed to any given position free from discrimination of any kind and
without regard to factors like gender, marital status, tribe, religion and disability which does not impair ability
to discharge duties..

Training facilities

During the year the Company spent about TZS 8 million (2016: TZS 0.6 million) for staff training in order to
improve employee’s technical skills and hence effectiveness to discharge the official responsibilities.

Training programs are continually being developed and conducted to ensure employees are adequately trained
at all levels and all employees have some form of annual training to upgrade skills and enhance their technical

knowledge.



MAYFAIR INSURANCE TANZANIA LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

12

13.

14.

16.

EMPLOYEES WELFARE (CONTINUED)
Medical assistance

All members of staff and their spouse with a maximum number of four beneficiaries (dependants) each were
availed medical insurance cover for both outpatient and inpatient needs.

Employees benefit plan

The Company pays contributions to NSSF and PPF on mandatory basis which qualifies to be a defined
contribution plan.

The average number of employees during the year was 14 (2016: 10).

Group Life Insurance cover

The company provides for group life insurance cover to its permanent employees.
CORPORATE SOCIAL RESPONSIBILITY

The Company encourages its employees’ initiatives on participation in CSR activities. During the year, the
Company took the initiative of sponsoring awareness walk for Autism and contributed school fees to
orphans.

SOLVENCY

The Board of directors confirms that applicable accounting standards have been followed and that the financial
statements have been prepared on a going concern basis. The Board of directors has reasonable expectation
that Mayfair Insurance Tanzania Limited has adequate resources to continue in operational existence for the
foreseeable future.

The Company’s state of affairs as at 31 December 2017 is set out on page 13 of these financial statements.
ADMINISTRATIVE MATTERS

The Company is capable of handling all administrative matters.

DIRECTORS

The directors of the Company during the period and up to the date of this report are:

Name Nationality
Mr. Jayesh G. Shah British

Mr. Anjay V. Patel British

Mr. Vishal Patel Kenyan
Mr. Abbas M. Jessa Tanzanian
Mr. David Sawe Tanzanian
Mr. William Erio Tanzanian
Mr. Pawan Subhash Patel Tanzanian



MAYFAIR INSURANCE TANZANIA LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

17.  RELATED PARTY TRANSACTIONS

The details of related party balances and transactions are provided in Note 23 to the financial statements.

18.  AUDITORS

The company’s auditors, KPMG have expressed their willingness to continue in office and are eligible for re-
appointment. A resolution to reappoint KPMG as auditors will be put to the Annual General Meeting.

BY ORDER OF THE BOARD

‘

Director Director



MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 31 DECEMBER 2017

The directors are responsible for the preparation and fair presentation of the financial statements of Mayfair Insurance
Tanzania Limited comprising the statement of financial position at 31 December 2017, and the statements of profit
or loss and other comprehensive income, changes in equity and cash flows for the period then ended, and the notes
to the financial statements, which include a summary of significant accounting policies and other explanatory notes,
and the directors’ report, in accordance with International Financial Reporting Standards and in the manner required
by the Companies Act, 2002.

The directors are also responsible for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error, and for

maintaining adequate accounting records and an effective system of risk management.

The auditors are responsible for reporting on whether the annual financial statements are fairly presented in
accordance with the applicable financial reporting framework.

The directors have made an assessment of the ability of the Company to continue as going concern and have no reason
to believe that the business will not be a going concern in the year ahead.

BY ORDER OF THE BOARD

Director Director

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



MAYFAIR INSURANCE TANZANIA LIMITED

DECLARATION OF THE FINANCE MANAGER
FOR THE YEAR ENDED 31 DECEMBER 2017

The National Board of Accountants and Auditors (NBAA) according to the power conferred under the Auditors
and Accountants (Registration) Act. No. 33 of 1972, as amended by Act No. 2 of 1995, requires financial
statements to be accompanied with a declaration issued by the Head of Finance/Accounting responsible for the
preparation of financial statements of the entity concerned.

It is the duty of a Professional Accountant to assist the Board of Directors/Governing Body/Management to
discharge the responsibility of preparing financial statements of an entity showing true and fair view of the entity
position and performance in accordance with applicable International Accounting Standards and statutory
financial reporting requirements. Full legal responsibility for the preparation of financial statements rests with the
Board of Directors/Governing Body as under Directors Responsibility statement on an earlier page.

I Charles M Sebastian being the Finance Manager of Mayfair Insurance Tanzania Limited hereby
acknowledge my responsibility of ensuring that financial statements for the year ended 31 December 2017 ,have
been prepared in compliance with the applicable accounting standards and statutory requirements.

I thus confirm that the financial statements of Mayfair Insurance Tanzania Limited comply with applicable

accounting standards and statutory requirements as on that date and that they have been prepared based on
properly maintained financial records.

Signed by: CPA Charles M. Sebastian

Position: Finance Manager
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
MAYFAIR INSURANCE TANZANIA LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Mayfair Insurance Tanzania Limited (“the Company™), set out on
pages 13 to 48 which comprise the statement of financial position as at 31 December 2017, the statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the year then ended, and
notes to the financial statements, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of Mayfair
Insurance Tanzania Limited as at 31 December 2017, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRS) and in the manner
required by the Companies Act, 2002.

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 Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with International Ethics Standards
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our
other ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

KPMG is a registered partnership and a member firm of the Partners M S Bashir
KPMG network of independent member firms affiliated with K Shah

KPMG International Cooperative ("KPMG International”), a
Swiss entity.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)

Key audit matters (continued)

Key audit matter

How the matter was addressed in our audit

Insurance contract liabilities - TZS 11 billion

Refer to Note 13 to the financial statements on page 32
and note 3 (a) (ii)

Insurance contract liabilities constitute 69% of the
Company’s total liabilities.

Estimates are made for both expected ultimate costs of
claims reported and claims Incurred but not Reported
(IBNR) at the end of the reporting date. The estimate of
IBNR is generally subject to a greater degree of
uncertainty than that for reported claims. Some of the
underlying techniques applied in the estimation of
liability include the Company’s past claims experience
which is used to project future claims development and
hence ultimate costs. Additional qualitative judgement is
used to assess the extent to which past trends may not
apply in future (for example to reflect one-off
occurrences, changes in external or market factors such as
public attitudes to claiming, economic conditions, levels
of claims inflation, judicial decisions and legislation, as
well as internal factors such as portfolio mix, policy
conditions and claims handling procedures) in order to
arrive at the estimated ultimate cost of claims that present
the likely outcome from the range of possible outcomes,
taking account of all uncertainties involved.

As a result of the above factors, insurance contract
liabilities represents a significant risk for the Company.

Other Information

Our audit procedures in this area included, among
others:

We evaluated and tested the key controls
around the claims handling and reserve
setting processes of the Company.

We checked for any unrecorded liabilities at
the end of the financial period.

We checked samples of claims reserves by
comparing the estimated amount of the
reserve to the appropriate documentation,
such as reports from loss adjusters.

Re-performed reconciliations between the
claims data recorded by the Company and
the data used in the IBNR reserving
calculations.

Re-computed the IBNR and compared to
the one computed by management.

The directors are responsible for the other information. The other information comprises the Directors’ Report as
required by the Companies Act, 2002, Statements of Directors’ responsibilities and Declaration of Accountant/
Head of Finance. The other information does not include the financial statements and our auditors’ report thereon.
Our opinion on the financial report does not cover other information and we do not express any form of assurance

conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read other information and, in doing
so, consider whether the other information is materially inconsistency with the financial report 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 the other information, we are required to report the fact. We

have nothing to report on this regard.



KPMG

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)

Directors’ Responsibility for the Financial Statements

The Company’s directors are responsible for the preparation of financial statements that give a true and fair view
in accordance with International Financial Reporting Standards and in the manner required of the Companies Act,
2002 and for such internal control, as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatements, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the Directors either intend to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

*  Conclude on the appropriateness of directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

From the matters communicated with the Directors, we determine those matters that were of most significance in
the audit of the financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditors’ 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 Legal and Regulatory Requirements
As required by the Companies Act, 2002 we report that:

e in our opinion, proper accounting records have been kept by Mayfair Insurance Tanzania Limited,
the individual accounts are in agreement with accounting records of the company; and
we obtained all the information and explanations which, to the best of our knowledge and belief, are necessary
for the purpose of our audit.

KPMG
Certified Public Accountants (T)

Kl

Signed by: CPA Vincent Onjala (TACPA 2722)
Dar es Salaam
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MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

2017 2016

Notes TZS’000 TZS’000
Assets
Motor vehicle and equipment 5 309,795 336,913
Intangible Assets 6 180,386 -
Deferred acquisition costs 7 1,387,170 1,020,899
Investment in government securities 8 1,177,035 963,555
Deposits with financial institutions 9 9,390,961 3,803,528
Reinsurers’ share of technical provisions and reserves 10 5,377,772 2,615,680
Insurance receivables 11 1,239,208 4,320,789
Income tax recoverable 24 (a)(ii) = 4,316
Other receivables 12 15,127 5,172
Deferred tax 24 (b) 53,047 :
Cash and bank balances 22 769,663 565,267
Total assets ]9,900,164 13,636,1]9
Liabilities
Insurance contract liabilities 13 10,966,488 6,501,680
Payables arising from reinsurance arrangements 14 3,703,604 2,914,993
Other payables 15 1,220,698 1,281,708
Income tax payable 24 (a)(ii) 26,327 >
Total liabilities 15,917,117 10,698,381
Net assets 3,983,047 2,937,738
Shareholders’ equity
Share capital 16 4,000,000 4,000,000
Retained earnings (707,695) (1,323,917)
Capital and contingency reserves 690,742 261,655
Total shareholders’ equity 3,983,047 2,937,738

The financial statements on pages 13 to 48 were authorised for issue by the Board of Directors on
.2Aa Marcl Zol€ . and were signed on its behalf by:

Director

Notes and related statements forming part of these financial statements appear on pages 17 to 48.

Report of the Auditors — pages 9 to 12.



MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2017

Gross premiums written
Premium ceded to re-insurers
Net written premium

Change in gross unearned premium provision

Re-insurers’ share of change in the provision for unearned premium

Net unearned premium

Net insurance premium revenue

Commission income

Investment income

Exchange gain

Net income

Claims and benefits incurred

Re-insurers’ share of claims and benefits incurred

Net insurance claims

Acquisition costs
Administrative expenses

Profit/ (Loss) before taxation

Taxation expense

Profit/ (Loss) for the year

Other comprehensive income / (loss)

Total comprehensive income / (loss) for the year

2017 2016
Notes  TZS’000 TZS’000
17 14,302,906 8,721,834
(7,744,488) (4,788,757)
6,558,418 3,933,077
13 1,525,926 5,690,245
10 (1,027,709) (3,075,032)
498,217 2,615,213
6,060,201 1,317,864
1,623,387 333,267
18 440,090 203,959
67.875 18,539
8,191,553 1,873,629
19 5,972,235 1,346,479
19 (3,495,750) (670,926)
2,476,485 675,553
20 (2,078,337) (509,950)
21 (2,591,332) (1,750,389)
7,146,154 2,935,892
1,045,399 (1,062,262)
24(a) (1) (90) .
1,045,309 (1,062,262)
1,045,309 (1,062,262)

Notes and related statements forming part of these financial statements appear on pages 17 to 48,

Report of the Auditors — pages 9 to 12.
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MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Balance as at the date of incorporation

Loss for the year
Transfer to contingency reserves *

Balance as at 31 December 2016

Balance as at 1 January 2017
Profit for the year

Transfer to contingency reserves *

Balance as at 31 December 2017

Share  Contingency Retained
capital reserves earnings Total
TZS000 TZS’000 TZS’000 TZS’000
4,000,000 - - 4,000,000
- - (1,062,262) (1,062,262)
- 261,655 (261,655) -
4,000,000 261,655 (1,323,917) 2,937,738
4,000,000 261,655 (1,323,917) 2,937,738
- - 1,045,309 1,045,309
- 429,087 (429,087) -
4,000,000 690,742 (707,695) 3,983,047

*The Contingency reserve is calculated annually as the higher of 3% of total written premium or 20% of the net
profit after tax, in accordance with the Insurance Act, Tanzania. This reserve shall accumulate until it reaches the

minimum paid up share capital or 50% of the net premiums, whichever is greater.

Notes and related statements forming part of these financial statements appear on pages 17 to 48.

Report of the Auditors — pages 9 to 12.

15



MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Profit/ (Loss) before taxation

Adjustments for:
- Provision for bad debts
- Depreciation
- Amortisation

Operating Profit/ (loss) before working capital changes

Changes in:
- Insurance contract liabilities
- Receivables arising out of direct insurance arrangements
- Receivables arising out of reinsurance arrangements
- Reinsurer’s share of technical provision and reserves
- Other receivables
- Payables arising out of reinsurance arrangements
- Other payables
- Deferred acquisition cost
Cash generated from operating activities

Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of items of motor vehicle and equipment
Acquisition of intangible asset

Investment in government securities

Investment in deposits with financial institutions

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Issue of share capital

Net cash from financing activities

Net increase in cash and cash equivalents

Movement in cash and cash equivalents during the year is as

follows:

Cash and cash equivalents as at 1 January

Cash and cash equivalents at 31 December

Notes

13
11
11
10
12
14
15
20

23 (a) ()

O o N

22

2017 2016
TZS’000 TZS’000
1,045,399 (1,062,262)

169,139 -
91,888 81,777
29,339 -

1,335,765 (980,485)
4,464,808 6,501,680
3,570,173 (3,910,167)
(657,731) (410,622)
(2,762,092) (2,615,680)

(9,955) (5,172)

788,611 2,914,993

(61,010) 1,281,708

(366,271) (1,020,899)
4,966,533 2,735,841
(22,493) (4,316)
6,279,805 1,751,040
(64,770) (418,690)
(209,725) -
(213,480) (963,555)
(3,972,139) (3,336,048)
(4,460,114) (4,718,293)
s 4,000,000

s 4,000,000

1,819,691 1,032,747
1,032,747 .
2,852,438 1,032,747

Notes and related statements forming part of these financial statements appear on pages 17 to 48.

Report of the Auditors — Pages 9 to 12.

16



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.

(a)

(b)

(©)

(d)

REPORTING ENTITY

Mayfair Insurance Tanzania Limited is a Company domiciled in Tanzania. The financial statements of the
Company are for the year ended 31 December 2017. The addresses of its registered office and principal place
of business are disclosed in the corporate information page of this report. The principal activities of the
Company are described in the Directors’ report.

BASIS OF PREPARATION
Statement of compliance

The Financial statements have been prepared in accordance with and comply with the International Financial
Reporting Standards (IFRS) and in the manner required by Companies Act, 2002. Additional information
required by the regulatory bodies is included where appropriate.

For the Companies Act, 2002 reporting purposes, in these financial statements the balance sheet is represented
by / is equivalent to the statement of financial position and the profit and loss account is presented in the
statement of profit or loss and other comprehensive income.

Basis of measurement

The financial statements have been prepared on the historical cost basis except for the following:
e financial instruments at fair value through profit or loss are measured at fair value.
e available-for-sale financial assets are measured at fair value.

The methods used to measure fair value are discussed further in Note 4.
Functional and presentation currency

These financial statements are presented in Tanzanian shillings, which is the Company’s functional currency
and presentation currency. Except as indicated, financial information presented in Tanzania shillings has been
rounded to the nearest thousands (‘0007).

Use of estimates and judgements

In preparing these financial statements, management has made judgements, estimates and assumptions that
affect the application of the Company’s accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised
prospectively. The areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements are disclosed below.

(i) Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting into a
material adjustment in the year ended 31 December 2017 is included in the following notes:

— Note 3(ii) and Note 11 — IBNR provision: key assumptions underlying provisions for losses not reported.

— Note 24 — recognition of deferred tax assets: availability of future taxable profit against which tax losses
carried forward can be used;



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.

(a)

(i)

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all period presented in these financial
statements.

Recognition and measurement of contracts — general insurance business
General insurance business is accounted for on an annual basis.

Premiums

Premiums arising from general insurance business

General business written premiums comprise premiums on contracts entered into during the year, irrespective
of whether they relate in whole or in part to a later accounting period. Premiums are disclosed gross of
commission payable to intermediaries and includes taxes and levies based on premiums.

An estimate is made at the reporting date to recognise retrospective adjustments to premiums or commissions.
The earned portion of premiums received including unclosed business, is recognised as revenue. Premiums on
unclosed business are brought into account, based upon the pattern of booking of renewals and new business.
Premiums are earned from the date of attachment of risk, over the indemnity period, based on the pattern of the
risk underwritten. Outward reinsurance premiums are recognised as an expense in accordance with the pattern
of reinsurance services received.

Unearned premium provision

The provision for unearned premiums comprises the proportion of gross premiums written which is estimated
to be earned in the following or subsequent financial years, computed separately for each insurance contract
using the daily pro rata method (daily 365" basis), and adjusted if necessary to reflect any variation in the
incidence of risk during the period covered by the contract.

Claims

Claims arising from general insurance business

Claims incurred in respect of general business consist of claims and claims handling expenses paid during the
financial year together with the movement in the provision for outstanding claims.

Claims outstanding comprises provisions for the Company’s estimate of the ultimate cost of settling all claims
incurred but unpaid at the reporting date whether reported or not, and related internal and external claims
handling expenses and an appropriate prudential margin. Claims outstanding are assessed by reviewing
individual claims and making allowance for claims incurred but not yet reported, the effect of both internal and
external foreseeable events, such as changes in claims handling procedures, inflation, judicial trends, legislative
changes and past experience and trends. Anticipated reinsurance recoveries, and estimates of salvage and
subrogation recoveries, are disclosed separately as assets. Reinsurance and other recoveries are assessed in a
manner similar to the assessment of claims outstanding. Claims provisions for claims outstanding are
discounted where there is a particularly long period from incident to claims settlement and where there exists
a suitable claims pattern from which to calculate the discount.

Whilst the directors consider that the gross provisions for claims and the related reinsurance recoveries are
fairly stated on the basis of the information currently available to them, the ultimate liability will vary as a result
of subsequent information and events and may result in significant adjustments to the amounts provided.
Adjustments to the amounts of claims provisions established in prior years (ifany) are reflected in the financial
statements for the period in which the adjustments are made, and disclosed separately if material. The methods
used, and the estimates made, are reviewed regularly.
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3

(i)

(iii)

(iv)

(b)

(©)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Claims (continued)
General insurance liabilities

The provision represents the estimated ultimate cost of settling all claims including direct and indirect
settlement costs, arising from events that occurred up to the reporting date. Unpaid losses and loss adjustment
expenses consist of estimates for reported losses and provisions for losses not reported called Incurred But Not
Reported (IBNR).

Reinsurance

Amounts recoverable under reinsurance contracts are assessed for impairment at each reporting date. Such
assets are deemed impaired if there is objective evidence, as a result of an event that occurred after its initial
recognition, that the Company may not recover all amounts due and that the event has a reliably measurable
impact on the amounts that the Company will receive from the reinsurer. The Company ceded reinsurance in
the normal course of business for the purpose of limiting its net loss potential through the diversification of its
risks. Reinsurance arrangements do not relieve the Company from its direct obligations to its policyholders.
Premiums ceded and benefits reimbursed are presented in the profit of loss and statement of financial position
on a gross basis. Only contracts that give rise to a significant transfer of insurance risk are accounted for as
insurance. Amounts recoverable under such contracts are recognised in the same year as the related claim.
Contracts that do not transfer significant insurance risk (i.e. financial reinsurance), are recorded using the
deposit method of accounting. Reinsurance assets include balances due from reinsurance companies for ceded
insurance liabilities. Premiums on reinsurance assumed are recognised as revenue and accounted as if the
reinsurance was considered direct business, taking into account the product classification of the reinsured
business. Amounts recoverable from re-insurers are estimated in a manner consistent with the outstanding
claims provision or settled claims associated with the reinsured policy. Reinsurance contracts are entered into
retrospectively to reinsure certain notified claims under the company’s general insurance contracts. Any
difference between the premium due to the re-insurer and the liability established by the company for the
related claim is amortised over the unexpired period of these contracts.

Deferred acquisition costs

The cost of acquiring new and renewal insurance business that is primarily related to the production of that
business are deferred [see accounting policy (h)].

Revenue

The accounting policy in relation to revenue from insurance contracts is disclosed in note 3(a). Fees and
commission income which includes commission earned on reinsurance are recognised on an accruals basis.

Financial Instruments

Recognition

The Company initially recognises equity investments, deposits with financial institutions, trade and other
receivables, cash and cash equivalents, trade and other payables and insurance contract liabilities and
government securities on the date at which they are originated. Regular way purchases and sales of financial
assets are recognised on the trade date at which the company commits to purchase or sell the asset. All other
financial assets and liabilities (including assets and liabilities designated at fair value through profit or loss) are
initially recognised on the trade date at which the company becomes a party to the contractual provisions of
the instrument.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.
(c)
i)

(ii)

(iii)

(iv)

)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

Recognition (continued)

A financial asset or financial liability is initially measured at fair value plus (for an item not subsequently
measured at fair value through profit or loss) transaction costs that are directly attributable to its acquisition or
issue.

De-recognition

The company derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or when it transfers the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred or in which the company neither transfers nor retains
substantially all the risks and rewards of ownership and it does not retain control of the financial asset.

Any interest in transferred financial assets that qualify for derecognition that is created or retained by the
company is recognised as a separate asset or liability in the statement of financial position.

Offsetting

Financial assets and liabilities are set off and the net amount presented in the statement of financial position
when, and only when, the company has a legal right to set off the amounts and intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted by the accounting standards, or for
gains and losses arising from a group of similar transactions such as in the company’s trading activity.

Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between the initial amount recognised and the maturity amount,
minus any reduction for impairment.

Fair value measurement

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing parties in an arm’s length transaction on the measurement date.

When available, the company measures the fair value of an instrument using quoted prices in an active market
for that instrument. A market is regarded as active if quoted prices are readily and regularly available and
represent actual and regularly occurring market transactions on an arm’s length basis.

If a market for a financial instrument is not active, the company establishes fair value using a valuation
technique. Valuation techniques include using recent arm’s length transactions between knowledgeable,
willing parties (if available), reference to the current fair value of other instruments that are substantially the
same, discounted cash flow analyses and option pricing models.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.
()
v)

(vi)

(vii)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)

Fair value measurement (continued)
Held-to-maturity financial assets

If the company has the positive intent and ability to hold debt securities to maturity, then such financial assets
are classified as held-to-maturity. Held-to-maturity financial assets are recognised initially at fair value plus
any directly attributable transaction costs. Subsequent to initial recognition held-to-maturity financial assets
are measured at amortised cost using the effective interest method, less any impairment losses. Any sale or
reclassification of a more than insignificant amount of held-to-maturity investments not close to their maturity
would result in the reclassification of all held-to-maturity investments as available-for-sale, and prevent the
Company from classifying investment securities as held-to-maturity for the current and the following two
financial years.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are recognised initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition loans and receivables are measured at amortised cost using the effective
interest method, less any impairment losses. Loans and receivables comprise trade and other receivables.

Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances. Deposits with financial institutions and treasury
bills maturing within 90 days are included as a component of cash and cash equivalents for the purpose of the
statement of cash flow.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale
and that are not classified in any of the previous categories. The Company’s investments in equity securities
are classified as available-for-sale financial assets. Subsequent to initial recognition, they are measured at fair
value and changes therein, other than impairment losses and foreign currency differences (if any) on available-
for sale equity instruments, are recognised in other comprehensive income and presented within equity in the
fair value reserve. When an investment is de-recognised, the cumulative gain or loss in other comprehensive
income is transferred to profit or loss.

Investments in equity securities that do not have a quoted market price in an active market and whose fair value
cannot be measured reliably are measured at cost.

Non-derivative financial liabilities

The Company has trade and other payables as non derivative financial liabilities.

Such financial liabilities are recognised initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition these financial liabilities are measured at amortised cost using the effective
interest method.

Share capital

Ordinary shares are classified as equity.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.

(d)

(e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Motor vehicle and equipment

i) Recognition and measurement

Items of motor vehicles and equipment are stated at cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed
assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset
to a working condition for its intended use, and the costs of dismantling and removing the items and restoring
the site on which they are located. Purchased software that is integral to the functionality of the related
equipment is capitalised as part of that equipment. Borrowing costs related to the acquisition or constructions
of qualifying assets are recognised in profit or loss as incurred.

When parts of an item of motor vehicles and equipment have different useful lives, they are accounted for as
separate items (major components) of motor vehicle and equipment.

Gains and losses on disposal of an item of motor vehicle and equipment are determined by comparing the
proceeds from disposal with the carrying amount of motor vehicle and equipment and are recognised net within
the profit or loss.

ii}  Subsequent costs
The cost of replacing part of an item of motor vehicle and equipment is recognised in the carrying amount of
the item if it is probable that the future economic benefits embodied within the part will flow to the company

and its costs can be measured reliably. The carrying amount of the replaced part is derecognised. The cost of
day to day servicing of motor vehicle and equipment are recognised in profit or loss as incurred.

iii)  Depreciation

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part
of an item of motor vehicle and equipment. Depreciation is charged on an annual basis as follows:

e Motor vehicles 4 years
e Computer equipment 3 years
e Furniture, fixtures, fittings and equipment 8 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
Intangible assets

i) Recognition and measurement

Intangible assets comprise the cost of acquired computer software. Expenditure on acquired computer software
is capitalised and measured at cost less accumulated amortization and any accumulated impairment losses.

i) Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the

specific asset to which it relates. All other expenditure, including expenditure on internally generated goodwill
and brands, is recognised in profit or loss as incurred.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.

(e)

)

(2)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Intangible assets
iii)  Amortization

Amortization is calculated to write off the cost of intangible assets less their estimated residual values using the
straight-line method over their estimated useful lives, and is generally recognised in profit or loss. Current
intangible assets are amortised at the rate of 33.3% per annum.

iv) Impairment of assets

The carrying amount of the Company’s intangible assets is reviewed at end of each reporting date to determine
whether there is any indication of impairment. If any such indication exists, the assets recoverable amount is
estimated and an impairment loss recognised in the profit or loss whenever the carrying value of the asset exceeds
its recoverable amount.

Foreign currency translation

Transactions in foreign currencies are translated to the functional currency (Tanzanian Shillings) at exchange
rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the
reporting date are retranslated to the functional currency at the exchange rate at that date. Foreign currency
gain or loss on monetary items is the difference between amortised cost in the functional currency at the
beginning of the period, adjusted for effective interest and payments during the period, and the amortised cost
in foreign currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated to the functional currency at the exchange rate at the date that the fair value was determined.
Foreign currency differences arising on retranslation are recognised in profit or loss in the period in which they
arise.

Impairment

i) Financial assets

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a
negative effect on the estimated future cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets are impaired can include default or delinquency by a debtor,
restructuring of an amount due to the Company on terms that the Company would not consider otherwise,
indications that a debtor or issuer will enter bankruptcy, the disappearance of an active market for a security.

The Company considers evidence of impairment for receivables at both a specific asset and collective level.
All individually significant receivables are assessed for specific impairment. All individually significant
receivables found not to be specifically impaired are then collectively assessed for any impairment that has
been incurred but not yet identified. Receivables that are not individually significant are collectively assessed
for impairment by grouping together receivables with similar risk characteristics.

In assessing collective impairment the Company uses historical trends of the probability of default, timing of
recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested by
historical trends.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3.

(2)

(h)

(@

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment (Continued)

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s
original effective interest rate. Losses are recognised in profit or loss and reflected in an allowance account
against receivables. Interest on the impaired asset continues to be recognised through the unwinding of the
discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease in
impairment loss is reversed through profit or loss.

ii) Non financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount
is estimated. For goodwill and intangible assets (if any) that have indefinite useful lives or that are not yet
available for use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are grouped
together into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit, or CGU”).

The Company’s corporate assets do not generate separate cash inflows. If there is an indication that a corporate
asset may be impaired, then the recoverable amount is determined for the CGU to which the corporate asset
belongs.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect
of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to
reduce the carrying amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine
the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Commission payable and deferred acquisition costs

A proportion of commission payable is deferred and amortised over the peried in which the related premiums
are earned. Deferred acquisition costs represent a proportion of acquisition costs that relate to policies that are
in force at year end.

Dividends

Dividends on ordinary shares are recognised as a liability in the period in which they are declared.
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)]

(k)

U]

iii)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and the risks specific to the liability.

Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss
except to the extent that it is related to items recognised directly in equity, in which case it is recognised in
equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantially enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realised.

Employees benefits
Retirement benefits

The Company makes statutory Contributions to the National Social Security Fund (NSSF) and the Parastatal
Pension Fund (PPF). The Company’s obligations in respect of contributions to such funds are 10% of the
employee basic salary in respect of PPF members and 10% of the employees’ gross emoluments in respect of
NSSF members.

Contributions to these pension funds are recognised as an expense in the period the employees render the
related services.

Short term benefits

The cost of all short-term employee benefits such as salaries, employees entitlements to leave pay, medical
aids, long service award, other contributions, etc are recognised during the period in which the employees
render the related services. The Company recognises the expected cost of bonuses and long service award only
when the Company has a present legal or constructive obligation to make such payments and reliable estimate
can be made.

Termination benefits

Accumulative termination benefits are payable according to voluntary agreement entered between the
employees and the Company whenever:
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3.

M

(m)

(n)

(0)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Employees benefits (continued)

¢ Anemployee’s employment is terminated before the normal retirement date.
e Anemployee accepts voluntary redundancy.
e Normal retirement.

Investment income and expenses

Finance income comprises interest income on funds invested (including available-for-sale financial assets),
dividend income, gains on the disposal of available-for-sale financial assets and changes in the fair value of
financial assets at fair value through profit or loss. Interest income is recognised as it accrues in profit or loss,
using the effective interest method. Dividend income is recognised in profit or loss on the date the company’s
right to receive payment is established, which in the case of quoted securities is the ex-dividend date.

Finance expenses comprise interest expense on borrowings, changes in fair value of financial assets at fair
value through profit or loss. All borrowing costs are recognised in profit or loss using the effective interest
method.

Contingency reserve

The Contingency reserve is calculated annually as the higher of 3% of total written premium or 20% of the net
profit after tax, in accordance with the Tnsurance Act, Tanzania. This reserve shall accumulate until it reaches
the minimum paid up share capital or 50% of the net premiums, whichever is greater.

New standards, amendments and interpretations

(i) New standards, amendments and interpretations effective and adopted during the year

The Organisation has adopted the following new standards and amendments during the year ended 31

December 2017, including consequential amendments to other standards with the date of initial application by
the Organisation being | January 2017. The nature and effects of the changes are as explained here in.

New standard or amendments Effective for annual periods
beginning on or after

e Disclosure Initiative (Amendments to IAS 7) 1 January 2017

e Recognition of Deferred Tax Assets for Unrealized 1 January 2017

Losses (Amendments to IAS 12)

Disclosure Initiative (Amendments to IAS 7)

The amendments provide for disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes arising from cash flow and non-cash
changes. This includes providing reconciliation between the opening and closing balances for liabilities arising
from financing activities.

The adoption of these changes did not have a significant impact on the financial statements of the Organisation.
Recognition of Deferred Tax Assets for Unrealised Losses (Amendments to IAS 12)

The amendments provide additional guidance on the existence of deductible temporary differences, which
depend solely on a comparison of the carrying amount of an asset and its tax base at the end of the reporting
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3.

(0)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Standards issued but not yet effective (Continued)

(i) New standards, amendments and interpretations effective and adopted during the year (Continued)

period, and is not affected by possible future changes in the carrying amount or expected manner of recovery
of the asset.

The amendments also provide additional guidance on the methods used to calculate future taxable profit to
establish whether a deferred tax asset can be recognized.

Guidance is provided where an entity may assume that it will recover an asset for more than its carrying
amount, provided that there is sufficient evidence that it is probable that the entity will achieve this.

Guidance is provided for deductible temporary differences related to unrealised losses are not assessed
separately for recognition. These are assessed on a combined basis, unless a tax law restricts the use of losses
to deductions against income of a specific type.

The adoption of these changes did not have a significant impact on the financial statements of the Organisation.

(ii) New standards, amendments and interpretations in issue but not yet effective

At the date of authorisation of the financial statements for the year ended 31 December 2017, the following
relevant Standards and interpretations were in issue but not yet effective:

The Organisation does not plan to adopt these standards early. These are summarised below and they are not
expected to have a significant impact on the financial statements of the Organisation:

Classification and Measurement of Share-based Payment Transactions (Amendments to
1FRS 2)

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts (Amendments to
IFRS 4)

IFRIC 22 Foreign Currency Transactions and Advance Consideration

IFRS 9 Prepayment Features with Negative Compensation

IFRS 15 Revenue from Contracts with Customers

IFRS 17 Insurance contracts

IAS 40 Transfers of Investment Property

IFRIC 23 Income tax exposures

1 January 2018

1 January 2018
1 January 2018
1 January 2019
1 January 2018
1 January 2021
1 January 2018
1 January 2019

(ii) New standards, amendments and interpretations in issue but not yet effective

The following are expected to have a significant impact on the financial statements of the Organisation:

1 January 2018
1 January 2018
1 January 2019
1 January 2019

IFRS 15 Revenue from Contracts with Customers
IFRS 9 Financial Instruments (2014)

IFRS 16 leases

IFRIC 23 Income tax exposures
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(0)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Standards issued but not yet effective (Continued)

(i) New standards, amendments and interpretations in issue but not yet effective (continued)
IFRS 15 Revenue from contracts with customers

This standard replaces [AS 11 Construction Contracts, 1AS 18 Revemue, IFRIC 13 Customer Loyalty
Programmes, IFRIC 15 Agreements for the Construction of Real Estate, IFRIC 18 Transfer of Assets from
Customers and SIC-31 Revenue — Barter of Transactions Involving Advertising Services.

The standard contains a single model that applies to contracts with customers and two approaches to recognising
revenue: at a point in time or over time, The model features a contract-based five-step analysis of transactions to
determine whether, how much and when revenue is recognised.

This new standard will most likely have a significant impact on the Company, which will include a possible
change in the timing of when revenue is recognised and the amount of revenue recognised.

The Company is assessing the potential impact on its financial statements resulting from the application of IFRS
15. The standard is effective for annual periods beginning on or after 1 January 2018, with early adoption
permitted.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments Standard, which replaces [AS
39 Financial Instruments: Recognition and Measurement. IFRS 9 is effective for annual periods beginning on
or after | January 2018, with early adoption permitted.

In October 2017, the IASB issued Prepayment Features with Negative Compensation (Amendments to IFRS
9). The amendments are effective for annual periods beginning on or after | January 2019, with early adoption
permitted.

This standard will have a significant impact on the Company, which will include changes in the measurement
bases of the Company’s financial assets to amortised cost, fair value through other comprehensive income or
fair value through profit or loss. Even though these measurement categories are similar to IAS 39, the criteria
for classification into these categories are significantly different.

In addition, the IFRS 9 impairment model has been changed from an “incurred loss” model from TAS 39 to an
“expected credit loss” model, which is expected to increase the provision for bad debts recognised in the
Company.

As at 31 December 2017, the Company is in the process of assessing the impact of the adoption of [FRS 9 on
the opening balance of its equity reserves. The Company will adopt and apply IFRS 9 on its effective date 1
January 2018.

IFRS 16 Leases

IFRS 16 was published in January 2016. It sets out the principles for the recognition, measurement,
presentation and disclosure of leases for both parties to a contract, i.e. the customer (‘lessee’) and the supplier
(‘lessor’). IFRS 16 replaces the previous leases Standard, [AS 17 Leases, and related Interpretations. IFRS 16
has one model for lessees which will result in almost all leases being included on the Statement of Financial
position. No significant changes have been included for lessors.
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3.

(0)

(a)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Standards issued but not yet effective (Continued)

(ii) New standards, amendments and interpretations in issue but not yet effective (continued)

IFRS 16 Leases (continued)

The standard is effective for annual periods beginning on or after 1 January 2019, with early adoption permitted
only if the entity also adopts IFRS 15. The transitional requirements are different for lessees and lessors. The
Company shall assess the potential impact on the financial statements resulting from the application of IFRS
16. No significant impact is expected for the Company and company’s finance leases.

IFRIC 23 Clarification on accounting for Income tax exposures

IFRIC 23 clarifies the accounting for income tax treatments that have yet to be accepted by tax authorities,
whilst also aiming to enhance transparency. It explains how to recognise and measure deferred and current
income tax assets and liabilities where there is uncertainty over a tax treatment.

An uncertain tax treatment is any tax treatment applied by an entity where there is uncertainty over whether
that treatment will be accepted by the tax authority.

If an entity concludes that it is probable that the tax authority will accept an uncertain tax treatment that has
been taken or is expected to be taken on a tax return, it should determine its accounting for income taxes
consistently with that tax treatment. If an entity concludes that it is not probable that the treatment will be
accepted, it should reflect the effect of the uncertainty in its income tax accounting in the period in which that
determination is made. Uncertainty is reflected in the overall measurement of tax and separate provision is not
allowed.

The entity is required to measure the impact of the uncertainty using the method that best predicts the resolution
of the uncertainty (that is, the entity should use either the most likely amount method or the expected value
method when measuring an uncertainty).

The entity will also need to provide disclosures, under existing disclosure requirements, about
(a) judgments made;

(b) assumptions and other estimates used; and

(c) potential impact of uncertainties not reflected.

The Company is assessing the potential impact on its financial statements resulting from the application of
IFRIC 23.

DETERMINATION OF FAIR VALUES

A number of the company’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. Fair values have been determined for measurement and/or
disclosure purposes based on the following methods:

Insurance receivables and other receivables

The fair value of insurance and other receivables is estimated as the present value of future cash flows,
discounted at the market rate of interest at the reporting rate.
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4.

(b)

(©

DETERMINATION OF FAIR VALUES

Investments in equity

The fair value of financial assets at fair value through profit or loss, held-to-maturity investments and available-
for-sale financial assets is determined by reference to their quote bid price at the reporting date where such
information is available otherwise stated at cost. The fair value of held-to-maturity investments is determined
for disclosure purposes only.

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future

principal and interest cash flows, discounted at the market rate of interest at the reporting date.

MOTOR VEHICLE AND EQUIPMENT

Furniture,
fittings &
Motor Computer office
vehicles equipment equipment Total
TZS’000 TZS’000 TZS 000 TZS’000
Cost
At 1 August 2015 37,000 64,521 317,169 418,690
At 31 December 2016 37,000 64,521 317,169 418,690
At 1 January 2017 37,000 64,521 317,169 418,690
Additions 13,300 43,884 7,586 64,770
At 31 December 2017 50,300 108,405 324,755 483,460
Depreciation
At 1 August 2015 - - - -
Charge for the year 7,400 21,505 52,872 81,777
At 31 December 2016 7,400 21,505 52,872 81,777
At 1 January 2017 7,400 21,505 52,872 81,777
Charge for the year 9,617 28,987 53,284 91,888
At 31 December 2017 17,017 50,492 106,156 173,665
Net book value
At 31 December 2016 29,600 43,016 264,297 336,913
At 31 December 2017 33,283 57,913 218,599 309,795
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6. INTANGIBLE ASSETS

2017 2016
TZS000 TZS’000
Cost 209,725 -
Amortisation (29,339) -
Net book value 180,386 =
During the year the Company acquired computer software.
T DEFERRED ACQUISITION COST
At 1 January 1,020,899 -
Deferred acquisition costs for the year (Note 20) 366,271 1,020,899
At 31 December 1,387,170 1,020,899
8. GOVERNMENT SECURITIES
Treasury Bills 489,133 963,555
Treasury Bonds 687,902 -
1,177,035 963,555
Maturity analysis:
Over 90 days but within a year 489,133 963,555
Over one year 687,902 -
1,177,035 963,555
9. DEPOSITS WITH FINANCIAL INSTITUTIONS
Call Deposit Accounts 2,082,775 467,480
Fixed Deposit Accounts 7,308,186 3,336,048
9,390,961 3,803,528
Maturity analysis:
Within 90 days (Note 22) 2,082,775 467,480
Over 90 days but within a year 7,308,186 3,336,048
9,390,961 3,803,528
10. REINSURERS’ SHARE OF TECHNICAL PROVISIONS AND RESERVES
Unearned Premium 4,102,787 3,075,032
Claims OQutstanding 2,433,082 451,802
Unearned Reinsurance Commission (1,158,097) (911,154)
5377772 2,615,680
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10.

11.

12.

13.

14.

REINSURERS’ SHARE OF TECHNICAL PROVISIONS AND RESERVES (CONTINUED)

Re-insurers’ share of change in provision for unearned premium
Balance at 1 January
Gross unearned premium for the year

INSURANCE RECEIVABLES

Receivables arising out of direct insurance arrangements:
Direct clients

Agents and brokers

Related parties

Less: Provision for impairment

Receivables arising out of reinsurance arrangement

OTHER RECEIVABLES

Staff debtors
Prepayments and sundry debtors

INSURANCE CONTRACT LIABILITIES

Gross unearned premium provision
Gross outstanding claims provision
Gross IBNR provision

Change in gross unearned premium provision

Balance at 1 January
Gross unearned premium for the year

PAYABLES ARISING FROM REINSURANCE ARRANGEMENTS

Payable to re-insurers
Payable to insurers
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2017 2016
TZS'000 TZS*000
(3,075,032) -
4,102,741 3,075,032
3
1,027,709 3,075,032
84,301 53,443
255,693 1,429554
- 2,427,170
(169,139) -
170,855 3,910,167
1,068,353 410,622
1,239,208 4,320,789
1,018 18
14,109 5,154
15,127 5,172
7,216,171 5,690,245
3,125,264 751,496
625,053 59,939
10,966,488 6,501,680
(5,690,245) -
7,216,171 5,690,245
1,525,926 5,690,245
3,187,103 1,688,473
516,501 1,226,520
3,703,604 2,914,993
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15.

16.

17.

18.

19.

OTHER PAYABLES

Sundry creditors

Output VAT and Withholding Taxes
Provision for audit fees

Statutory deductions

Leave pay provision Liability
Provision for premium tax and levies
Commission Liability

SHARE CAPITAL

Authorised:

8,000,000 ordinary shares with a par values of TZS 1,000 per share

Issued and fully paid up:
4,000,000 ordinary shares of TZS 1,000 each

GROSS PREMIUM

Fire

Motor

Accident

Workmen Compensation
Liability

Bond and Fidelity guarantee
Marine

Engineering

Miscellaneous

INVESTMENT INCOME

Interest income from deposits with financial institutions
Interest income from investments in government securities

INSURANCE CLAIMS

Gross Claims Paid
Gross Claims Qutstanding
IBNR

Total Gross Claims
Reinsurance Share of Paid Claims
Reinsurance Share of Outstanding Claims

Total Claims Recovery

Incurred Claims
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2017 2016
TZS’000 TZS000
887,745 186,380
251,624 330,163
37,203 27,786

12 34,829

44,114 27,817

- 5,657

- 669,076
1,220,698 1,281,708
8,000,000 8,000,000
4,000,000 4,000,000
4,335,911 2,727,845
6,846,627 3,566,510
164,432 117,845
48,179 35,038
323,972 199,526
613,582 237,752
774,228 978,508
696,664 560,966
499,311 297,844
14,302,906 8,721,834
292,717 94,329
147,373 109,630
440,090 203,959
3,438,867 535,044
2,313,829 751,496
219,539 59,939
5,972,235 1,346,479
1,919,983 219,125
1,575,767 451,801
3,495,750 670,926
2,476,485 675,553
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20.

21.

22,

23.

2017 2016
TZS’000 TZS’000
ACQUISITION COSTS
Commission expense 2,444,608 1,530,849
Movement in deferred acquisition costs (Note 7) (366,271) (1,020,899)
2,078,337 509,950
ADMINISTRATIVE EXPENSES
Profit before taxation and reserve transfers is stated after charging:
Staff costs 887,377 740,865
Directors remuneration (Note 23) 70,401 59,011
Auditors remuneration 44,497 27,786
Depreciation 121,227 81,777
Provision for bad debts 169,139 -
Premium taxes, levies and licenses 199,471 168,714
Other expenses 1,099,220 672,236
2,591,332 1,750,389
CASH AND CASH EQUIVALENTS
For the purpose of the statement of cash flows, cash and cash equivalents comprise of the following:
Cash and bank balances 769,663 565,267
Deposits with financial institutions maturing within 90 days 2,082,775 467,480
2,852,438 1,032,747

RELATED PARTIES TRANSACTIONS

The majority shareholder is Mayfair Insurance Company Limited incorporated in Kenya.

(a) Trading transactions

The Company was not charged any management fees during the year in respect of services and technical

support provided by Mayfair Insurance Company Ltd - Kenya (the ultimate holding company).

Transaction with related parties during the year were in the normal course of business and they give rise to

amounts due from related parties as shown below:

(b) Business from companies related to directors (due from related parties)

2017 2016
TZS 000 TZS 000
[nsurance premiums 3,702,834 2,427,170
(c) Directors’ remuneration
Remuneration paid to directors during the year was as follows:
Directors fees 51,562 42,451
Travel, accommodation and allowances 18,839 16,560
70,401 59,011
(d) Key management personnel remuneration
Salaries and other short-term benefits 566,989 474,188
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24,

24.

TAXATION

(a) Current taxes

2017 2016
TZS’000 TZS’000
(i) Income tax expense
Current tax charge 53,136 -
Deferred tax charge -Current (Note 24 (b) ) 263,952 -
Deferred tax charge- Prior year unrecognised (Note 24 (b) ) (316,998) -
99) -
Reconciliation of income tax expense
Accounting profit before taxation 1,045,399 :
Tax applicable rate of 30% 313,620 -
Deferred tax - unrecognised in prior year (316,998) -
Permanently disallowed expenditure 3,288 -
0
(ii) Income tax (payable) / receivable
Balance at | January 4,316 -
Tax charge for the period (53,136) -
Tax payments during the year 22,493 4316
(26,327) 4,316
(b) Deferred tax asset
Deferred tax asset has been computed in respect of the following items:
2017 Balance at Recognized in Balance at
1 January profit or loss 31 December
TZS'000 TZS'000 TZS'000
Accelerated depreciation for tax purposes (4,896) (5,601) (10,497)
General provision 20,765 42,779 63,544
Tax losses carried forward 301,129 (301,129) -
Prior year unrecognised deferred tax (316,998) 316,998 -
- 53,047 53,047
2016 Balance at Recognized in Balance at
1 January profit or loss 31 December
TZS'000 TZS'000 TZS'000
Accelerated depreciation for tax purposes - (4,896) (4,896)
General provision - 20,765 20,765
Tax losses carried forward - 301,129 301,129
Unrecognised deferred tax - (316,998) (316,998)

The tax affairs of the Company are subject to agreement with the Tanzania Revenue Authority (TRA).

CONTINGENT LIABILITIES AND CAPITAL COMMITMENTS

The Directors confirm that they are not aware of any contingent liability as at the date of this report. The
Directors also confirm that there are no commitments involving the Company as at the date of this report.
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25.

(a)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK

The company issues contracts that transfer insurance risk or financial risk or both. This section summarises
these risks and the way the company manages them.

Insurance risk
(i) General insurance contracts

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

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

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative
variability about the expected outcome will be. In addition, a more diversified portfolio is less likely to be
affected across the board by a change in any subset of the portfolio.

The company has developed its insurance underwriting strategy to diversify the type of insurance risk
accepted and within each of these categories to achieve a sufficient large population of risks to reduce the
variability of the expected outcome.

Factors that aggravate insurance risk include lack of risk diversification in terms of type and amount of risk,
geographical location and type of industry covered.

ii) Frequency and severity of claims

The frequency and severity of claims can be affected by several factors, such as inflation, legal rulings and
weather events. The company manages these risks through its underwriting strategy, adequate reinsurance
arrangements and proactive claims handling. The underwriting strategy attempts to ensure that the underwritten
risks are well diversified in terms of type and amount of risk, industry and geography.

Underwriting limits are in place to enforce appropriate risk selection criteria. For example, the company has
the right not to renew individual policies, it can impose deductibles and it has the right to reject the payment
of a fraudulent claim. Insurance contracts also entitle the company to pursue third parties for payment of some
or all costs (i.e. subrogation).

The reinsurance arrangements include excess of loss, and catastrophe coverage. The effect of such reinsurance
arrangements is that the company should not suffer total net insurance losses of more than TZS 25 million on
motor accident and liabilities, TZS 50 million on fire and engineering and TZS 10 million on marine hulls and
cargo. In addition to the overall company reinsurance programme, individual business units are permitted to
purchase additional reinsurance protection.

iii) Concentration of insurance liabilities

The company sells insurance products to the general public and therefore is not exposed to any concentration
of risk in one particular sector.
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25. MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)
(a) Insurance risk (continued)

iii) Concentration of insurance liabilities (continued)

The following table discloses the concentration of insurance liabilities by the class of business in which the
contract holder operates and by the maximum insured loss limit included in the terms of the policy.

2017 Maximum insured loss
TZS 15-  Above TZS

Class of business TZS 0 -15m 250m 250m Total

TZS’000 TZS’000 TZS 000 TZS’000
Motor gross 1,591,744 1,965,940 3,288,943 6,846,627
Net 1,432,569 1,681,143 2,472,025 5,585,737
Accident gross 580 16,245 147,607 164,432
Net 522 13,808 128,955 143,285
Marine gross 31,637 282,359 460,232 774,228
Net 28,473 183,533 197,961 409,967
Fire gross 2,169 27,297 4,300,445 4,335,911
Net 1,952 18,815 551,032 571,799
Engineering gross 3,213 27,297 666,154 696,664
Net 2,891 9,959 176,304 189,153
Others 27,389 417,312 1,040,344 1,485,044
Net 24,650 235,989 592,996 853,635
Total gross premium 1,656,732 2,736,450 9,909,725 14,302,906
Total net premium (inclusive of re-
insurer’s share TZS 1.195 billion) 1,491,057 2,143,247 4,119,273 7,753,576
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25.

(a)

(b)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)
Insurance risk (Continued)

iii) Concentration of insurance liabilities (Continued)

2016 Maximum insured loss
TZS 0 - TZS 15 - Above TZS

Class of business 15m 250m 250m Total

TZS’000 TZS’000 TZS°000 TZS’000
Motor gross 615,394 1,541,925 1,409,191 3,566,510
Net 543,689 1,230,888 1,100,759 2,875,336
Accident gross - 7,066 110,779 117,845
Net - 4,174 65,435 69,609
Marine gross 4,279 329,396 644,633 978,508
Net 1,949 150,127 293,623 445,698
Fire gross 16,666 20,843 2,690,336 2,727,845
Net 1,310 1,638 211,479 214,427
Engineering gross - - 560,966 560,966
Net - - 152,388 152,388
Others 10,912 286,173 473,075 770,160
Net 7,632 200,151 330,872 538,655
Total gross premium 647,251 2,185,603 5,328,014 8,721,834

Total net premium (inclusive of re-
insurer’s share TZS 363 million) 554,580 1,586,978 2,154,556 4,296,115

Financial risk

The Company is exposed to a range of financial risks through its financial assets, financial liabilities
(investment contracts), reinsurance assets and insurance liabilities. In particular the key financial risk is that the
proceeds from its financial assets are not sufficient to fund the obligations arising from its insurance and
investment contracts. The most important components of this financial risk are interest rate risk, equity price
risk, currency risk and credit 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 equity price risk.

The Board of Directors has overall responsibility for the establishment and oversight of the company’s risk
management framework. The Board has established the audit committee, which is responsible for developing
and monitoring company risk management policies in their specified areas. All Board committees have both
executive and non-executive members and report regularly to the Board of Directors on their activities.
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25.

(b)

(c)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)
Financial risk (Continued)

The company’s risk management policies are established to identify and analyse the risks faced by the
company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions, products
and services offered. The company, through its training and management standards and procedures, aims to
develop a disciplined and constructive control environment, in which all employees understand their roles
and obligations.

The Audit Committee is responsible for monitoring compliance with the company’s risk management
policies and procedures, and for reviewing the adequacy of the risk management framework in relation to
the risks faced by the company. The Audit Committee is assisted in these functions by Internal Audit.
Internal Audit undertakes both regular and ad-hoc reviews of risk management controls and procedures,
the results of which are reported to the Audit Committee.

This note presents information about the company’s exposure to each of the above risks, the company’s
objectives, policies and processes for measuring and managing risk, and the company’s management of
capital.

Credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the company’s trade and other
receivables. Key areas where the company is exposed to credit risk are:

Re-insurers’ share of insurance contract liabilities; amounts due from reinsurers in respect of claims alread
b
paid amounts due from direct clients, brokers and agents.

The company has established a credit policy under which each new customer (direct, brokers, agents and
other insurance companies) is analysed individually for creditworthiness before the company’s standard
payment and delivery terms and conditions are offered.

Reinsurance is used to manage insurance risk. This does not, however, discharge the company’s liability
as primary insurer. If a re-insurer fails to pay a claim for any reason, the company remains liable for the
payment to the policyholder. The creditworthiness of a re-insurer is considered on an annual basis by
reviewing their financial strength prior to finalisation of any contract.

Other receivables are not having standard credit characteristics; they differ depending on whether they are
normal prepayments and deposits, “governed by specific prepayment and deposits terms” or the
creditworthiness of entity from which they are receivable.

The maximum exposure to credit risk at 31 December 2017 is the carrying value of the financial assets in
the statement of financial position.

There was no collateral held in respect of the financial assets in the balance sheet.
None of the above assets are past due or impaired.
The table below shows category of trade and other receivables as defined by IAS 39, analysing the carrying

amounts — similar to their fair values at the reporting date and showing maximum exposure to credit risk, if
different from carrying amount.
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25. MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)
(c) Credit risk (Continued)
2017 2016
Loans & Exposure
receivables to credit Loans & Exposure to
risk receivables credit risk
TZS’000 TZS?000
Deposit with financial Institutions 7,308,187 7,308,187 3,803,528 3,803,528
Investments in government securities 1,177,035 - 963,555 -
Cash and cash equivalent 2,852,436 2,852,436 565,267 565,267
Receivable arising from reinsurance
arrangements 1,068,353 1,068,353 410,622 410,622
Receivables arising from direct insurance
arrangement 170,854 170,854 3,910,168 3,910,168
Re-insurers’ share of insurance liabilities 5,377,773 5,377,773 2.615,680 2,615,680
Deferred acquisition cost 1,387,170 1,387,170 1,020,899 1,020,899
Other receivables 1,018 1,018 5,172 5,172
19,342,826 18,165,791 13,294,891 12,331,336
(d) Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.
The company's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the company's reputation.

The company ensures that it has sufficient cash on demand to meet expected operational expenses, including
the servicing of financial obligations; this excludes the potential impact of extreme circumstances that cannot
reasonably be predicted.

All liquidity policies and procedures are subject to review and approval by the company’s board of directors.
Maturity profile of non-derivative financial liabilities based on the contractual cash flows, “undiscounted”

including interest and excluding impact of netting is as follows:

The table below shows the contractual maturity of financial liabilities:

Carrying Due on 1-3 3-12 1-5
2017 Amount demand months months years
TZS’000 TZS’000 TZS’000 TZS*000 TZS’000
Payables arising
from reinsurance
arrangements 10,966,488 - 2,900,477 8,066,011 =
Insurance contract
liabilities 3,703,604 - 1,886,578 1.817,026 -
Other payables 1,220,698 - 436,635 784,063 -
15,890,790 - 5,223,690 10,667,100 -
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25.

(d)

(e)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)

Liquidity risk (Continued)

Carrying Due on 1-3 3-12 1-5
2016 Amount demand months months years
TZS’000 TZS’000 TZS’000 TZS’000 TZS’000
Payables arising
from reinsurance
arrangements 2,914,993 - 1,663,872 251121 -
Insurance contract
liabilities 6,501,680 - 3,554,589 2,947,091 -
Other payables 1,281,708 - 700,733 580,974 -
10,698,381 - 5,919,194 4,779,186 B

Market risks

Market risk is the risk that changes in market prices, such as interest rate, equity prices, foreign exchange
rates and credit spreads (not relating to changes in the obligor’s / issuer’s credit standing) will affect the
company’s income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising
the return on risk.

)] Interest rate risk

The Company’s operations are subject to the risk of interest rate fluctuations to the extent that interest earning
assets and interest bearing liabilities mature or reprice at different times or in differing amounts. Risk
management activities are aimed at optimizing net interest income, given market interest rates levels
consistent with the company’s business strategies.

The Company’s operations are subject to the risk of interest rate fluctuations to the extent that interest earning
assets and interest bearing liabilities mature or reprice at different times or in differing amounts. Risk
management activities are aimed at optimizing net interest income, given market interest rates levels
consistent with the company’s business strategies.

At 31 December 2017, if the interest rate were to increase or decrease by 5% with all the other variables held
constant, the impact on the pre-tax profit for the year would have been lower or higher by TZS 359 million
(2016: TZS 267 million).This is mainly attributable to the Company's exposure to interest rates on its interest
bearing financial assets and liabilities.
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25. MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)
(e) Market risks (Continued)

(i) Interest rate risk (Continued)

The table below summarizes the contractual maturity periods and interest rate profile of the Company's
financial instruments:

Due Due
between between Non
On 3 and 12 land 5 interest

2017 demand months years bearing Total

TZS000 TZS’000 TZS’000 TZS’000 TZS’000
Assets
Investments in government
securities - 489,133 687,902 - 1,177,035
Deposits with financial
Institutions 2,082,774 7,308,187 - - 9,390,961
Reinsures’ share of technical
provisions and reserves - - - 5377772 3377772
Other receivables - - 15,127 15,127
Insurance receivables g - 1,239,208 1,239,208
Cash and bank balances 769,663 - - - 769,663

2,852,437 7,797,320 687,902 6,632,107 17,969,766
Liabilities
[nsurance contract liabilities - - - 10,966,488 10,966,488
Payables arising from
reinsurance arrangements - - - 3,703,604 3,703,604
Due to related parties - - - - -
Other payables - - - 1,220,698 1,220,698

. - - 15,890,790 15,890,790

Interest sensitivity gap 2,852,437 7,797,320 687,902  (9,258,683) 2,078,976
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25.

(8

(h)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)

Regulatory capital
The Company is required to comply with the following:

The Company’s lead regulator, Tanzania Insurance Regulatory Authority, sets and monitors capital
requirements for the company as a whole.

As per regulation issued under section 18 of the Insurance Act, 2009, it requires the minimum amount of
paid up share capital to be maintained by a general insurer to be TZS 1.65 billion for the period ended 31
December 2017,

As at year end, the Company had issued and paid up ordinary share capital of 4,000,000 shares at TZS 1,000
amounting to TZS 4,000,000,000/-

The Company’s objectives when managing capital are:

® To comply with the insurance capital requirements that the regulators of the insurance markets require;

* Tosafeguard the company’s ability to continue as a going concern, so that it can continue to provide returns
for shareholders and benefits for other stakeholders; and

® To provide an adequate return to shareholders by pricing insurance and investment contracts
commensurately with the level of risk.

There were no changes in the Company’s approach to capital management during the year.

Margin of solvency

The Company’s capital management objective is to comply with the capital and solvency requirements as set
out in the Insurance Act 2009 (‘the Act’) and its regulations, to safeguard the Company’s ability to continue as
a going concern and to provide an adequate returns to shareholders.

The Act requires an insurance company transacting general business to have minimum paid up capital of TZS
1.5 billion times the lesser of 1.1 and the ratio of current year to prior year Consumer Price Index (CPI), i.e.
TZS 1,914,686,000 and maintain a solvency margin, (i.e. admitted assets less total liabilities) of the greater of
TZS 1,131 million and 20% of net premiums written, i.e. TZS 6,558,418,000 for the year ended 31 December

2017 (2016: TZS 3,933,077,000)

The Company’s paid up share capital at 31 December 2017 was 4,000,000,000 (2016: 4,000,000), which is
above the prescribed minimum capital requirement for an insurance company transacting general business. The
Company also reviews its capital movements regularly to ensure that it is adequately capitalised at all times and
is able to sustain its financial capability and comply with the regulatory requirements.

In order to comply with the Insurance Act 2009 and its regulations, the Company has transferred a total of TZS
426,087,000 (2016: TZS 261,655,005) to the contingency reserve. ‘

As at 31 December 2017, the Company’s total admissible assets exceeded liabilities as prescribed in the Act
and the accompanying regulations by TZS 1,829,578,000 (2016: TZS 1,327,175,947) resulting in a solvency
margin surplus of TZS 517,894,000 (2016: 195,825,000).
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25. MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (Continued)

(h) Margin of solvency (Continued)

Short term
Business
Solvency margin as at 31 December 2017 TZS' 000 TZS' 000
Total admitted assets 12,368,922
Total admitted liabilities 10,539,344
Actual Solvency Margin 1,829,578
Add: Margin requirement
(The greater of TZS 1,131.35 million or 20% of net written premium)
-Net Written Premium current period 6,558,418
-20% of net written premium 1,311,684 1,311,684
Total liabilities and minimum requirement (margin requirement) 11,851,028
517,894
Solvency Margin
Short term
Business
Solvency margin as at 31 December 2016 TZS' 000 TZS' 000
Total admitted assets 9,409,878
Total admitted liabilities 8,082,703
Actual Solvency Margin 1,327,176
Add: Margin requirement
(The greater of TZS 1,131.35 million or 20% of net written premium)
-Net Written Premium current period 3,933,077
-20% of net written premium 261,655 1,131,350
Total liabilities and minimum requirement (margin requirement) 9,214,053
Solvency Margin 195,825
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