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MAYFAIR INSURANCE TANZANIA LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The directors have pleasure to present their report together with the audited financial statements for the year ended
31 December 2023, which disclose the state of affairs of the Company as at that date.

1.

INCORPORATION

The Company is incorporated in Tanzania under the Companies Act, 2002. Its registered office is situated at
Tan-Re House, 2" Floor, Plot No. 406, Longido Street, P, O. Box 38353 Dar es Salaam.

PRINCIPAL ACTIVITIES

The Company is a licenced insurer and underwrites general insurance business.

OUR BUSINESS MODEL

Company’s business model is based on assuming and spreading of risks which revolves around loss probability
and diversification of risks. It’s a risk sharing model which involves pooling of risks from individual customers
and redistributing it across a larger portfolio. Company generates revenue in two ways i.e., by charging

premium for granting insurance coverage and then reinvesting the premiums into other income generating
assets.

Company recognises insurance claims servicing as its real tangible product and accords utmost importance as
a tool to it to create and retain a loyal customer base on Jong term basis.

Customer centricity is the cardinal business philosophy of the Company. Company also accords high
importance to its internal customers- the employegs.

Strict compliance to laws of the land along with regulatory norms are the corner stones of all endeavours by
the Company. As a responsible corporate citizen, the Company is highly committed to CSR activities.

Appreciation of shareholder value is also one of the key aims of the Company which is driven mainly by
revenue generation, cost management, financial capital management and business environment management.

Company lays high emphasis on extensive use of technology to reach out to a wider client base through fast,
efficient, affordable and reliable services.

In view of fast changing business environment, Company recognises that it will be critical for it to constantly
upgrade its business model to make it leaner, faster and more effective by making it more agile and adaptive.

OUR STRATEGY

Company’s strategy is governed by the Strategic Action Plan (SAP) for 2022-2024 as approved by Board.

The focus of the strategic action plan is on sustainable growth with profitability and customer service. Towards
this goal, the Company has evaluated the performance since inception and identified its strength and weakness
vis a vis its competitors. To earn the customer confidence, the Company will utilize the IT enabled services
and build teams with right attitude and accountability.

Apart from focussing on further cementing relationship with existing channels and clients, Company will also
make extensive use of new emerging distribution channels of bancassurance and MNO platforms for fintech
micro-insurance solutions to increase the insurance penetration. In depth market research and analysis
followed by launch of new innovative products will also be a key component of Company’s strategy.

%]
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DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

4.

OUR STRATEGY (CONTINUED)

Company will continue to follow the principle of leaner, compact but highly motivated team backed by wide
use of I'T- enabled techniques for faster delivery of its services.

Company’s strategy will be continuously reviewed and realigned in light of changing economic developments
and emerging needs of the society and markets.

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’s business plans and budgets. The Board is also responsible for ensuring that a
comprehensive system of internal control policies and procedures is operative and is in 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 are invited to
attend board meetings and facilitate the effective control of all the Company’s operational activities, acting as
a medium of communication and coordination between all the various business units. During the year the
Board met five times.

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
Company 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;
- Board Investment Committee;

- Executive Committee (EXCOM); and

- Board Strategy Committee

Board Audit and Risk Committee

No. Name Position
1 Mr. Anjay V. Patel Chairman
2 Mr, David A. Sawe Member

Board HR and Investment Committee

No. Name Position
i Mr. William E Erio Chairman
2 Mr. Pawan S. Patel Member
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7.

CORPORATE GOVERNANCE (CONTINUED)

Executive Committee (EXCOM)

No. Name Position
i Mr. Jayesh G. Shah Chairman
2 Mr. Abbas M. Jessa Member

Board Strategy Committee

No. Name Position

1 Mr. Vishal V., Patel Chairman
2 Mr. Darpan Pindolia Member
CAPITAL STRUCTURE

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

Significant shareholder
Mayfair Insurance Company Limited — Kenya 40

Other shareholders 60
Abbas Mohamed Jessa

Andrea Limited

Subhash Motibhai Patet

l.akdawalla Investments Limited

Anjay Vithibhai Patel

Harbinder S. Jandu & Kamal Pal S. Jandu
Gigvir Investments Limited

Girdhar Pindolia

Gaurav Pravin Shah

Sujay Limited

Jamdaba Limited

Kasbo Holdings Limited

Akberali A. Somji

100

2023
Amount
TZS'000
1,600,000

2,400,008

4,600,000

%o

40

60

100

2022
Amount
TZS 060
1,600,006

2,400,000

4,000,060

All the shareholders are financially strong and successful in their own businesses which acts as a great source
of guidance for the Company. As a largest shareholder Mayfair Insurance Company Kenya Ltd. provides
high level of technical guidance and support to the Company coming from their over 17 years of experience
in this sector from multiple markets in Africa. Presence of a large group of successful businessmen from
diverse sectors as shareholders gives the Company access to their rich experience and networks apart from

diversification of capital sources.

The shareholders are fully committed to fulfil Company’s capital needs to meet its short terms and long-term
goals and objectives. Internal generation of resources through profitable operations and prudent distribution of
dividend keeping Company’s capital and liquidity requirements in mind is also one of the strategies followed

by shareholders to meet future capital needs of the Company.
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8.

10,

CAPITAL STRUCTURE (CONTINUED)

Company follows a conservative underwriting philosophy by making proper risk selections and right pricing
through adequate reinsurance protection to shield the Company’s capital from undue exposure. Management
team is well qualified and experienced to take care of technical requirements for proper risk management of
the Company. Prompt, fair and transparent claims management practices followed by the Company helps it
to rationalise the claims cost which adds to incremental addition to Company’s reserves through regular
underwriting profit which has assisted the Company to add to sharcholders fund on a continuous basis after
meeting regulatory requirements of various reserves including contingency reserves.

Directors do not hold direct significant interest in the Company’s issued and paid up share capital (2022; Nil).

MANAGEMENT STRUCTURE

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

* Finance and Administration department;
¢  Operations and Marketing department;
* Information Communications and Technology department,

FUTURE DEVELOPMENT PLANS

With its positioning as a serious long term  reliable insurer after achieving the critical GWP volume which
has established it as the 7th largest insurer (excluding medicaf), the Company is now aiming to achieve its
rightful position as a top-notch insurer in the market characterized by innovative and cost-effective insurance
solutions backed by strong customer friendly appreach and technology.

The company is going to lay special emphasis on digitization of its operations to make service delivery
extremely efficient and impersonal without losing the touch of care and respect for its customer base,

Improving the customer experience and hence cultivate a reliable and loyal customer base will be a key strategy
for the company.

Company aims to develop new products in micro-insurance and credit insurance space through global
partnership. Fintech will continue to get special attention as a tool for sustained growth.

The company aims to increase its participation in Tanzania Energy Consortium for assisting in maximising the
local retention of oil and gas risks.

The Company will also continue to actively participate in the newly established Tanzania Agriculture
Insurance Consortium.

The company will continue its endeavours to launch new, relevant and cost-effective products to address the
emerging needs of the society due to fast changes in the technological space.

Improved broker relationship and their delightful experience with us backed by effective customer service will
continue to remain as one of the major focuses of the company.

Cross border synergy by working closely with sister companies in Kenya, Zambia, Rwanda, Uganda and DRC
under guidance of central team in Nairobi will be one of impertant focus areas of the company,

Company recognises the significant importance of Human capital in service sector like insurance. The
company will lay special emphasis on bridging the skill gaps by skill upgradation and empowerment to create
a local team of responsive and committed insurance professionals to meet the changing needs of this sector by
allocating special budget for internal and external trainings.

3
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12,

13.

14.

PERFORMANCE OF THE YEAR

The results of the Company are set out on page 21 of these financial statements. During the year dividend of
TZS 600 million was declared and paid. The highlights of the Company’s performance for the year are as

follows:

* The insurance revenue was TZS 40.36 billion (2022: TZS 30.98 billion);

* The net insurance claims incurred was TZS 8.45 biltion (2022: TZS 6.38 billion);

-

KEY PERFORMANCE INDICATORS

Performance indicator

L.oss Ratio

Premium Retention Ratio

Operating Ratio

Net Combined Ratio
(A measure of
profitability of the
Company’s operations)

Definition and calculation method

Claims incurred/Gross premium
Net paid claims/Net written premium

Net incurred claims/Earned premium
Net premium/Gross premium

Management expense/Gross premium
Management expense/Net premium

Management  expense  including  net
commission and net incuwrred claims/Net
earned premium

PRINCIPAL RISKS, UNCERTAINITIES AND OPPORTUNITIES

Other operating expenses for the year were TZS 9.59 billion (2022: TZS 6.55 billion);
The Company has registered a profit before tax of TZS 4,09 billion (2022: profit of TZS 2.13 billion).

2023

19.21%
29.82%

39.37%

52.61%

19.57%
37.19%

91.86%

2022

18.51%
32.74%

42.45%

45.60%

16.56%
44 87%

94.03%

The principal financial risks that may significantly affect the Company’s strategies and development are
mainly insurance risk, financial risk, credit risk, liquidity risk and market. More details of the risks facing the
Company are provided in Note 25 to the financial statements.

OUR RESOURCES

Financial resources

The Company has adequate financial capacity and resources to successfully implement the strategies for both
management expenses and capital investments, Company maintains high solvency margin and reserves to
successfully meet the contingencies, if any.
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OUR RESOURCES (CONTINUED)

Structure

The current Company Structure is adequate to support the effective and efficient implementation of the
strategic initiatives laid down. The internal systems and processes do provide a conducive environment for
executing the strategic action plan of the Company.

Policy

Company has right framework of proper policies and all required guidelines, manuals, rules, and procedures
in piace, are adequate to implement the corporate strategy. Some of the manuals and guidelines and procedures,
however, will be subject to periodic reviews to align them with the demands of changing economic conditions
and market dynamics. Company has adequate resources to implement these changes on a periodic basis.

Human Resource

The Company has a very professional and effective Human Resource capital in the form of an experienced and
qualified management team led by Managing Director having over 37 years of experience in insurance sector.
The combined experience of management team comprising of Managing Director/CEQ, GM-T, CFO, AGM
and HHead of Marketing is over 60 years.

Management team is supported by a team of professionally qualified 27 staff members who are regularly
trained to upgrade their skills to fill the skill gaps. Company has an active HR department which analyses the
training requirements on a regular basis and imparts needed training periodically through in-house sessions
and also nominations lo external training programs.

The Company is an equal opportunity employer without any discrimination based on religion, gender, caste,
tribe, color or region.

Soctal and relationship resources

Our relationships are established within and between each community, group of stakeholders and other
networks including the ability to share information and enhance individual and collective well-being. Company
lays special emphasis on shared norms, common values and behaviours, key relationships, and the trust and
willingness to engage developed over time as it strives to create and protect wealth for its stakeholders.

Company remains committed to stay away from corruption and anti-competitive behaviors and dedicates itself

to customer safety and privacy through transparent and non-discriminatory behavior with full respect to human
rights and personal freedom and liberty among others.

Company remains committed to social causes by making regular contribution to orphanages, schools public
health initiatives.

TREASURY POLICIES AND OBJECTIVES

The treasury policy of Mayfair Insurance Company Tanzania Ltd is designed after taking into account the
nature, terms and currency of the various liabilities and existing legislations. The aim of this treasury policy is
to maximize returns without endangering solvency and liquidity needs to meet its claims liabilities. During the
year 77% of total investment was placed on short term fixed interest securities in order to fulfil the insurance
claim needs at short notice.
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16.

17.

18,

TREASURY POLICIES AND OBJECTIVES (CONTINUED)

Company maintains about 23% of its investment in government securities. Company keeps the return on its
investments and  impact of exchange gains/loss due to currency fluctuations under close monitoring to
maximize the returns along with desired level of security of its funds.

RELATIONSHIP WITH THE STAKEHOLDER

Relationships with our key stakeholders including customers, suppliers, business partners, regulators and other
service providers remained cordial throughout the year. A good relationship with our key stakeholders remains
the root of our core values and belief,

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;

The effectiveness and efficiency of operations;

The safeguarding of the Company’s assets;

Compliance with applicable laws and regulations;

The reliability of accounting records;

Business sustainability under normal as well as adverse conditions; and
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 2023 and
is of the opinion that they met accepted criteria,

The Board carries risk and internal control assessment through Board Audit Risk & Compliance Commitiee.

EMPLOYEES WELFARE
Management and employees’ relationship

Relationship between employees and management continued to remain good and harmonious for the year.
There were no grievances 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,
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19,

20.

21.

EMPLOYEES WELFARE (CONTINUED)
Training facilities

Company lays great importance on improving the skills and knowledge of its employees. To this end regular
inhouse trainings and sessions are held to impart them with new knowledge and techniques.

Employees are also regularly nominated to trainings organised by external agencies and institutes.
During the year the Company spent about TZS 22.4 million (2022: TZS 47.2 million) for staff training in order
to improve employees’ 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.

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 makes contributions to NSSF and ZSSF on mandatory basis which qualifies to be a defined
contribution plan.

The average number of employees during the year was 37 (2022: 33).

Group Life Insurance cover

The Company provides for group life insurance cover to its permanent employees.

DISABLED PERSONS

The Company gives full consideration o applications for employment from disabled persons where the
candidate’s particular aptitudes and abilities are consistent with adequately meeting the requirements of the
job. Opportunities are available to disabled employees for training, career development and promotion. Where
existing employees become disabled, it is the Company’s policy to provide continuing empioyment wherever
practicable in the same or an alternative position and to provide appropriate training to achieve this aim.

GENDER PARITY

The Company gives equal opportunity to all Tanzanians during recruitment and filling of management
positions provided they have required qualifications and the ability regardiess of their gender. The Company
had 35 employees, out of which 17 (equivalent to 46%) were female and 20 (equivalent to 549%) were male
(2022: 35 employees, 17 female (49%) and male were 18 {51%).

CORPORATE SOCIAL RESPONSIBILITY

The Company encourages its employees’ initiatives on participation in corporate social responsibility
activities. During the year, the Company undertook various corporate social responsibility activities involving
outgo of over TZS 51.93 million (2022: TZS 28.60 million). The activities included donations to orphanages,
school fees for needy students and donations to schools.
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23

24,

25.

26.

27.

28.

POLITICAL AND CHARITABLE DONATIONS

No donations were made to any political institutions during the financial year ending 31 December 2023 (2022
Nil).

CASH FLOWS

The Company is well resourced in terms cash flows, cash generated from operating activities covers for cash
used in financing and investing activities. The payment of premium by clients directly to the Company and
before commencement of insurance contract has positively influenced stable cash flows for the Company.

Delay in collection of facultative inward premium and other recovery from reinsurers may have an adverse
impact to the Company’s cash flow in future, however management have strong controls in place to ensure
that receivables are recovered on timely fashion. Directors do not foresee any existence of commitments for
capital expenditure that would impact the cash flow position of the Company. All excess cash are being
invested prudently as guided by the investment policy.

LIQUIDITY

The Company liquidity is solely from internal sources, there is no plan for borrowing. Liquidity gap for up to
the next 5 years is being tested and various risk tolerance limits being benchmarked. The Company manages
liquidity by maintaining adequate reserves, continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities.

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 May fair 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 2023 is set out on page 18 of these financial statements.

TRANSFER TO RESERVE

An amount of TZS 465.52 million (2022: TZS 1.0 billion) was transferred from the retained earnings to a
contingency reserve, in accordance with Section 27(2)(b) of the Insurance Regulations being higher of 3% of
total written premium or 20% of the net profit after tax.

ADMINISTRATIVE MATTERS

The Company is capable of handling all administrative matters.

RELATED PARTY TRANSACTIONS

The details of related party balances and transactions are provided in Note 22 to the financial staternents.
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32.

33.

34,

DIRECTORS

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

Name Gender Nationality
Mr. Jayesh G. Shah Male British

Mr. Anjay V. Patel Male British

Mr. Vishal R. Patel Male Kenyan
Mr. Abbas M. Jessa Male Tanzanian
Mr. David A. Sawe Male Tanzanian
Mr. William E. Erio Male Tanzanian
Mr. Pawan S. Patel Male Tanzanian
Mr. Darpan Pindolia Male British

Mr. Sanjay K. Singh Male Indian

The non-executive directors are remunerated only by sitting fees.

APPOINTMENT OF THE AUDITOR

The Company’s auditor, KPMG has expressed its willingness to continue in office and are eligible for re-
appointment. A resolution to reappoint KPMG as auditor will be put to the Annual General Meeting.

RESPONSIBILITY OF THE AUDITOR

Auditor is responsible to provide assurance of the consistency of information contained in the report by those
charged with governance with those provided in the financial statements.

RESPONSIBILITIES OF THE DIRECTORS

The Company’s directors are responsible for the preparation of financial statements that give a true and fair
view of the Company for the year ended 31 December 2023 to the date of approval of the financial statements,
in accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board
(IFRS Accounting Standards) and in the manner required by the Company Act, 2002. More details of the
responsibilities of the directors are shown on page 12.

SERIOUS PREJUDICIAL MATTERS

In the opinion of the Directors, there are no serious unfavourable matters that can affect the Company (2022:
None).

STATEMENT OF COMPLIANCE

The directors’ Report has been prepared in full compliance with Tanzania Financial Reporting Standard No.1
(TFRS 1) on directors’ report.

BY ORDER OF THE BOARD

MR. DAVID A. SAWE
DIRECTOR

pate: 05106 (2024
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MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 31 DECEMBER 2023

The Company’s directors are responsible for the preparation of the financial statements that give a true and fair view
of Mayfair Insurance Tanzania Limited (the “Company”) comprising the statement of financial position as at 31
December 2023, the statement of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, comprising material accounting
policies in accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board
(IFRS Accounting Standard) 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 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 at least for the next twelve months from the date of approval
of these financial statements.

The auditor is responsible for reporting on whether the annual financial statements give a true and fair view in
accordance with the applicable financial reporting framework.

Approval of financial statements

The financial statements of Mayfair Insurance Tanzar‘ia Limited, as identified in the first paragraph, were approved
and authorized for issue by the directors on 25,06 1202

12



MAYFAIR INSURANCE TANZANIA LIMITED

DECLARATION OF THE HEAD OF FINANCE
FOR THE YEAR ENDED 31 DECEMBER 2023

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 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 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 as indicated
in the statement of Directors’ Responsibilities.

acknowledge my responsibility of ensuring that financial statements for the year ended 31 December 2023, 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.

G

Date: 05[061202"{’
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INDEPENDENT AUDITOR’S 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 20 to 83, which comprise the statement of financial position as at 31 December 2023, and the statement of
profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows for
the year then ended, and notes to the financial statements, including material accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 December 2023, and of its financial performance and its cash flows for the year then ended in
accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board (IFRS
Accounting Standards) 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 Auditor’s 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 International Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code) together with the ethical requirements that are relevant to our audit of
the financial statements in Tanzania, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

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.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)
Report on the Audit of the Financial Statements (Continued)

Key audit matters (continued)

Transition from IFRS 4 - Insurance contracts (‘IFRS 4°) to IFRS 17 - Insurance contracts (‘IFRS 17°),
effective 1 January 2023 and determination of Insurance Contract liabilities.

Refer to Note 3 (a), 3 (r) (A), Note 4, and Note 13 (a) to the financial statements.

Key audit matter

How the matter was addressed in our audit

Transition from IFRS 4 to IFRS 17

The transition from [FRS 4 Insurance contracts to
the new IFRS Accounting Standard - IFRS 17
Insurance contracts, is a key audit matter because
of the significant judgements and assumptions
applies during the transition. For contracts that
meet the eligibility criteria of the simplified
premium allocation approach, the Company made
certain key judgments and assumptions to develop
its accounting policies which included:

— The determination of the transition approach
applied for the insurance contracts issued, being
the fully retrospective approach;

— The determination of management’s allocation
of groups of insurance contracts into different
levels of aggregation.

— Collation of claims related data

~ The valuation of policy liability balances on the
transition date including related and the resultant
effect on opening retained earnings. This
includes various assumptions made including
best estimate assumptions regarding expected
claims and lapses, expected premiums on
insurance  contracts, expected expenses,
commissions and charges.

Our audit procedures over transition from IFRS 4 to
IFRS 17 with the assistance of our actuarial specialists
included:

We obtained an understanding of the Company's
chosen key accounting policies and methodologies,
including levels of aggregation used, and assessed
whether these comply with the requirements of
IFRS 17 and that the nature and substance of
policies issued supported the policy elections made
on transition.

We challenged the judgements applied by
management in assessing whether contracts
transferred significant insurance risk by evaluating
the nature of contracts and reviewing the loss
scenarios excluding those that have no commercial
substance;

We tested the IFRS 17 transition models and
methodologies for internal consistency and
compliance with the requirement of IFRS 17;

We assessed the appropriateness of management’s
data and assumptions applied in valuing insurance
contract liability balances as at the transition date
(being 1 January 2022) and related opening
adjustment in retained earnings for groups of
contracts for which the fully retrospective approach
was applied by reconciling data to underlying
records and by the use of Actuarial valuation
specialists to review the actuarial assumptions and
models applied; and

We assessed adequacy of the transition disclosure in
accordance with IFRS 17.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)
Report on the Audit of the Financial Statements (Continued)

Key audit matters (continued)

Transition from IFRS 4 - Insurance contracts (‘IFRS 4°) to IFRS 17 - Insurance contracts (‘IFRS 17°),
effective 1 January 2023 and determination of Insurance Contract liabilities.

Key audit matter

How the matter was addressed in our audit

Determination of Insurance Contract liabilities

As of 31 December 2023, the value of Insurance contract
liability balances was TZS 30 billion.

Insurance contract liabilities include the liability for the
remaining coverage component which represent premiums
received for which insurance cover should still be provided
and the liability for incurred claims element, which
represents the estimate of unsettled claims for which the
insured event has occurred plus a risk adjustment for non-
financial risk.

In valuing Insurance contract liabilities balances,
management applies significant judgment and assumptions.
Changes to these assumptions may result in material changes
to the valuation.

The most significant assumptions made in the valuation of
Insurance contract liabilities balances arising from the
Company’s insurance contracts relate to:

Expected claims and lapses

Expected premiums on insurance contracts

Expected expenses

Commission and charges

Discount rates

Levels of claims inflation

Confidence levels applied in determining the risk adjustment
for non-financial risk

We considered the valuation of Insurance contract liabilities
balances to be a key audit matter in our audit of the financial
statements because of the above assumptions and
judgements applied in valuing the liabilities; and

Our audit procedures over insurance contract
liabilities at year-end included:

With the assistance of our actuarial
specialists, we assessed the valuation
methodology  and  assumptions  for

compliance with IFRS 17 and approved
Company accounting policies;

We challenged key assumptions and the
methodologies and processes used to
determine and update these assumptions
through  comparison  with  externally
observable data and our assessment of the
Company’s analysis of experience to date
and allowance for future uncertainty. Our
challenge focused on the following economic
assumptions:

*  Discount rates,

* Level of claims inflation, and

+  Confidence levels applied in
determining the risk adjustment for
non-financial risk

We assessed the appropriateness of

management’s allocation of groups of

contracts into the various measurement

buckets as required by IFRS 17. Where

management applied the premium allocation

approach (PAA) to measure a group of

contracts, we assessed compliance of these

groups with the eligibility criteria in IFRS 17.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)

Report on the Audit of the Financial Statements (Continued)

Key audit matters (continued)

Transition from IFRS 4 - Insurance contracts (‘IFRS 4°) to IFRS 17 - Insurance contracts (‘IFRS 17°),
effective 1 January 2023 and determination of Insurance Contract liabilities.

Key audit matter

How the matter was addressed in our audit

The material nature of the Insurance contract
liabilities balances on Company’s statement of
financial position and the resultant impact on the
statement of comprehensive income for the year

ended 31 December 2023.

Determination of Insurance Contract liabilities
(continued)

Our audit procedures over insurance contract
liabilities at year-end included:- (continued)

— We evaluated the accuracy of the risk
adjustment, including calculation method, and
its related release by support from our actuarial
valuation specialist by conducting
walkthroughs of the risk adjustment models
and assessing the movement in claims
experience and the concurrent changes on the
risk adjustment factors;

— For the valuation of the liability for incurred
claims (LIC) for PAA contracts across the
Company, we assessed management's
valuation of the balances based on internal
actuarial’ s models.

-  We assessed the adequacy of the assumptions

applied by management, e.g., claims triangles,
expected claims and lapses, expected
premiums on insurance contracts, expected
expenses as well as commission and charges.
We also assessed the adequacy of the year-end
valuation with, amongst others, reference to
prior years and key historical company ratios.

— We evaluated whether the IFRS 17 specific
disclosures in the Company’s financial
statements are adequate and in accordance
with IFRS Accounting Standards.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)

Report on the Audit of the Financial Statements (Continued)

Other Information

The Directors are responsible for the other information. The other information comprises the information included
in the Mayfair Insurance Tanzania Limited Report and Financial Statements for the year ended 31 December
2023, but does not include the financial statements and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The Directors are responsible for the preparation of financial statements that give a true and fair view in
accordance with IFRS Accounting Standards and in the manner required by 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 misstatement, 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 concem basis

of accounting unless the Directors either intend to liquidate the Company or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an-auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error

and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

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

o 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.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MAYFAIR INSURANCE TANZANIA LIMITED (CONTINUED)

Report on the Audit of the Financial Statements (Continued)

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Directors.

e Conclude on the appropriateness of the 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 auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

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

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

From the matters communicated with the Directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements

As required by the Companies Act, 2002 we report to you, solely based on our audit of the financial statements,
that:

e in our opinion, proper accounting records have been kept by the Company;
e the individual accounts are in agreement with the accounting records of the Company;

e we obtained all the information and explanations which, to the best of our knowledge and belief, are
necessary for the purposes of our audit;

e directors’ report is consistent with the financial statements; and

e information specified by the law regarding Directors’ emoluments and other transactions with the Company
is disclosed.

KPMG
Certified Public Accountants (T)

Signed by: CPA Alexander Njombe (ACPA 2714)
Dar es Salaam
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MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2023

2023 2022 2021
Restated™ Restated*

Assets
Cash and bank balances 20 1,460,839 971,680 1,434,044
Financial investments
— Government Securities 9 5,038,648 5,015,363 4,859,410
— Deposit with financial institutions 10 16,778,939 13,938,904 12,253,855
— Corporate Bonds 8 100,399 50,000 -
Insurance receivables 11 7,168,292 3,796,491 4,599,197
Other receivables 12 237,902 81,430 69,650
Current tax assets 23 (a) (ii) 105,817 236,267 267,153
Reinsurance contract assets 13(b) 15,551,408 14,017,996 11,274,406
Right -Of-Use Assets 6 120,468 141,294 282,588
Property and equipment 6 226,866 223,384 145,269
Intangible assets 7 139,796 21,157 80,057
Deferred tax 23 607,885 458,422 369,699
Total assets 47,537,259 38,952,388 35,635,328
Liabilities
Payables arising from reinsurance arrangements 14 3,875,911 2,914,748 4,253,378
Insurance contract liabilities 13(a) 30,346,279 26,001,320 21,239,403
Lease Liability 24 129,817 269,701 398,987
Bank Overdraft 21 - 16,799 -
Other payables 15 2,061,246 1,050,058 1,390,077
Total liabilities 36,413,253 30,252,626 27,281,845
Equity
Share capital 16(a) 4,000,000 4,000,000 4,000,000
Retained earnings 2.616,882 658,161 1,315,913
Other reserves 16(b) 4,507,124 4,041,601 3,037,570
Total equity 11,124,006 8,699,762 8,353,483
Total liabilities and eqixity 47,537,259 38,952,388 35,635,328
*The comparatives have been restated due to adoption of IFRS 17 and IFRS 9, see Note 3
The fi statements on pages 20 to 83 were approved and authorised for issue by the Board of directors on

ancial
o6 166 | 202

.............................. and were signed by:

(004

DIRECTOR

MR. DAVID A. SAWE

DIRECTOR

Notes and related statements forming part of these financial statements appear on pages 24 to 83.

Report of the Auditor — pages 14 to 19.
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MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2023

Insurance revenue

Insurance service expenses

Net expenses from reinsurance contracts

Insurance service result

Interest revenue calculated using the effective interest method
Net impairment loss on financial assets

Investment return

Net finance income from insurance contracts

Net finance expenses from reinsurance contracis

Net financial resuit

Other income
Other operating expenses

Profit before tax

Income tax expense

Profit for the year

Other comprehensive income

Total comprehensive income

17
13 (1)
13 (b)

13(a)
13(b)

18
19

23 (a) (i1}

2023 2022
Restated™

40,355,606 30,975,825
{21.534,356) (19,740,888)
{7,139,790) {4,642,259)
11,681,460 6,592,678
1,608,733 1,423,103
(333.504) 252,382
1,275,229 1,675,685
882,029 830,616
{412,96%) {467,828)
13,425,749 8,651,151
255,028 26,861
{9,592,495) (6,546,165)
4,088,282 2,131,847
(1,064,038) (885.568)
3,024,244 1,246,279
3,024,244 1,246,279

*The comparatives have been restated due to adoption of IFRS 17 and IFRS 9, see Note 3,

Notes and related statements forming part of these financial statements appear on pages 24 to 83,

Report of the Auditor — pages 14 to 19,



MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2023

Balance as at 31 December 2021, as previously
reported

Impact of initial application of IFRS 17, net of
1ax

Impact of initial application of IFRS 9, net of tax
Restated balance as at 1 January 2022

Profit for the year

Transfer to contingency reserves

Other comprehensive income

Total comprehensive income for the year
(restated)

Transactions with owners of the Company
Dividend Paid

Total transactions with owners of the
Company

Restated balance as at 31 December 2022

Balance as at 1 January 2023

Profit for the year
Transfer to contingency reserves
Other comprehensive income

Total comprehensive income for the year
(restated)

Transactions with owners of the Company
Dividend Paid

Total transactions with owners of the
Company

Balance as at 31 December 2023

Share  Contingency Retained
capital reserves earnings Total
TZS’000 TZS 000 TZS 600 TZS 000
4,000,000 3,037,570 2,346,343 9,383,913
- - (580,118 (580,118)
- - (450.312) (450,312)
4,000,000 3,037,570 1,315,913 8,353,483
- - 1,246,279 1,246,279

- 1,004,031 (1,004,031)
- 1,004,631 242,248 1,240,279
- - {900,000) (500,000
- - (900,000) €900,000)
4,000,000 4,041,601 658,161 8,699,762
4,000,000 4,041,601 658,161 8,699,762
- - 3,024,244 3,024,244
- 463,523 {465,523) -
- 465,523 2,558,721 3,024,244
- - (600,000} (600,000)
- - (600,000) {600,000}
4,000,000 4,507,124 2,616,882 11,124,006

*Transfer to 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 24 to 82.

Report of the Auditor — pages 14 to 19
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MAYFAIR INSURANCE TANZANIA LIMITED

STATEMENTS OF CASH FLOW
FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022
Notes TZS 000 TZS 000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit after tax 3,024,244 1,246,279
Adjustments for:
- Charge/release of provision charge for impairment 23 333,504 (252,582)
- Depreciation of property and equipment 6 94,699 115,862
- Amortisation of computer software 7 9,381 363,103
- Amortisation of right of use assets 6 44 888 141,294
- Interest on lease liability 24 14,180 -
- {Gain)/loss on disposal of property and equipment (15,000) 19,804
- Interest income on fixed deposits and treasury bond 18 (1,608,733) (1,423,103)
- Corporate tax expense 23(a){0) 1,064,038 885,568
- Unrealised exchange gain/{loss) on cash and cash equivalent 240,028 26,861
Operating profit before working eapital changes 3,201,229 1,125,082
Changes in:
- insurance contract liabilities 4,344 958 4,761,917
- Insurznce receivables (3,840,109) 1,055,288
- Reinsurance contract asset (1.533,412) (2,743,590)
- Other receivables (156,471) {(11,779)
- Payables arising out of reinsurance arrangements 961,163 (1,338,630)
- Other payables 1,011,188 (340,019
Cash generated from operating activities 3,088,546 2,508,269
Payment of lease Hability interest 24 (14,180} (19,8000
Income tax paid 23 (a) (i) {890,060y {943,405}
Net cash generated from operating activities 3,084,306 1,545,064
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of items of property and equipment 6 (99.619) (193,577)
Proceeds from sale of equipment 16,438 -
Acquisition of intangible assets 7 (128,020) (306,203)
Investment in corporate honds 8 (50,569} (50,000)
Investment in government securities 9 - (229,952)
Proceeds from government securities {45,773) 74,000
Investment in deposits with financial institutions (14,867.691) (13,520,000)
Proceeds from deposits with financial institations 14,137,604 11,952,080
Interest received from deposits 885,481 1,247 908
Net cash used in investing activities (152,149) (1,026,144}
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of lease liability principal 24 (160,640) (129,286)
Dividend paid (600.000) (900,000)
Net cash used in financing activities (760,648) (1,029,286}
Net increase/{decrease) in cash and cash equivalents 2,171,517 (510,366)
Movement in cash and cash equivalents during the year is as follows:
Cash and cash equivalents as at | January 2,884,848 3,422.075
Effect of movements in exchange rates on cash held (240,028) {26,861}
Cash and Cash equivalent as at 31 December 20 4,816,337 2,884,848

Notes and related statements forming part of these financial statements appear on pages 24 to 82,

Report of the Auditor — Pages 14 to 19.



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3! DECEMBER 2023

1.

(a)

(b)

(c)

(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 2023, The addresses of its registered office and principal place
of business are disclosed in the corporate information page of this report. The Company is a licenced insurer
and underwrites general insurance business.

BASIS OF PREPARATION
Statement of compliance

The Financial statements have been prepared in accordance with and comply with the IFRS Accounting
Standards as issued by the International Accounting Standards Board (IFRS Accounting Standards) 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 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 otherwise stated in the
significant accounting policies. The significant accounting policies are summarised in Note 3.

The methods used to measure fair value are discussed further in Note 5.

Functional and presentation currency

These financial statements are presented in Tanzanian Shillings (TZS), 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 (‘000"),

Use of estimates, assunmiptions and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of 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 accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying

accounting policies that have the most significant effect on the amount recognised in the financial statements
are described in Note 4,
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.

MATERIAL ACCOUNTING POLICIES

The material accounting policies adopted in the preparation of these financial statements are stated below:
(a) Insurance and reinsurance contracts

Classification

Contracts under which the Company accepts significant insurance risk are classified as insurance contracts.
Contracts held by the Company under which it transfers significant insurance risk related to underlying
insurance contracts are classified as reinsurance contracts, Insurance and reinsurance contracts also expose the
Company to financial risk. The Company does not accept insurance risk from other insurers.

Insurance contracts may be issued and reinsurance contracts may be initiated by the Company or may be
acquired in a business combination or in a transfer of contracts that do not form a business. All references in
these accounting policies to ‘insurance contracts’ and ‘reinsurance contracts’ include contracts issued, initiated
or acquired by the Company, unless otherwise stated.

Insurance contracts are classified as direct participating contracts or contracts without direct participation
features. Direct participating contracts are contracts for which, at inception:

- the contractual terms specify that the policyholder participates in a share of a clearly identified poo!
of underlying items;

—— the Company expects to pay to the policyholder an amount equai to a substantial share of the fair
value returns on the underlying items; and

— the Company expects a substantial proportion of any change in the amounts to be paid to the
policyholder to vary with the change in fair value of the underlying items.

All other insurance contracts and all reinsurance contracts are classified as contracts without direct participation
features. Some of these contracts are measured under the Premium Allocation Approach) PAA.

i} Separating componenis from insurance and reinsurance confracts

At inception, the Company separates the following components from an insurance or reinsurance contract and
accounts for them as if they were stand-alone financial instruments;

— derivatives embedded in the contract whose economic characteristics and risks are not closely related
to those of the host contract, and whose terms would not meet the definition of an insurance or
reinsurance contract as a stand-alone instrument; and

-~ distinct investment components: i.e, investment components that are not highly inter-retated with the
insurance components and for which contracts with equivalent terms are sold, or could be sold,
separately in the same market or the same jurisdiction.

After separating any financial instrument components, the Company separates any promises to transfer to
policyholders distinct goods or services other than insurance coverage and investment services and accounts
for them as separate contracts with customers (i.e. not as insurance contracts). A good or service is distinct if
the policyholder can benefit from it either on its own or with other resources that are readily available to the
policyholder. A good or service is not distinct and is accounted for together with the insurance component if
the cash flows and risks associated with the good or service are highly inter-related with the cash flows and

risks associated with the insurance compenent, and the Company provides a significant service of integrating
the good or service with the insurance component.
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3. MATERIAL ACCOUNTING POLICIES (CONTINUED)
(a) Insurance and reinsurance contracts (Continued)

(i) Aggregation and recognition of insurance and reinsurance confracts

Insurance contracts

Insurance contracts are aggregated into groups for measurement purposes, Groups of insurance contracts are
determined by identifying portfolios of insurance contracts, each comprising contracts subject to similar risks
and managed together, and dividing each portfolio into annual cohorts (i.e. by year of issue) and each annual
cohott into three groups based on the profitability of contracts:

— any contracts that are onerous on initial recognition;

— any contracts that, on initial recognition, have no significant possibility of becoming onerous
subsequently; and

— any remaining contracts in the annual cohort.

An insurance contract issued by the Company is recognised from the earliest of:

— the beginning of its coverage period (i.e. the period during which the Group provides services in
respect of any premiums within the boundary of the contract);

— when the first payment from the policvholder becomes due or, if there is no contractuat due date, when
it is received from the policyholder; and

— when facts and circumstances indicate that the contract is onerous.

When the contract is recognised, it is added to an existing group of contracts or, if the contract does not qualify
for inclusion in an existing group, it forms a new group to which future contracts are added. Groups of contracts

are established on initial recognition and their composition is not revised once all contracts have been added to
the group.

Reinsurance contracts
Groups of reinsurance contracts are established such that each group comprises a single contract.

Some reinsurance contracts provide cover for underlying contracts that are included in different groups.
However, the Company concludes that the reinsurance contract’s legal form of a single contract reflects the
substance of the Company’s contractual rights and obligations, considering that the different covers lapse together
and are not sold separately. As a result, the reinsurance contract is not separated into multiple insurance
components that relate to different underlying groups.

A group of reinsurance contracts is recognised on the following date.

-— Reinsurance contracts initiated by the Company that provide proportionate coverage: The date on
which any underlying insurance contract is initially recognised. This applies to the Company’s quota
share reinsurance contracts.

— Other reinsurance contracts initiated by the Company: The beginning of the coverage period of the
group of reinsurance contracts. However, if the Company recognises an onerous group of underlying
insurance contracts on an earlier date and the related reinsurance contract was entered into before that
earlier date, then the group of reinsurance contracts is recognised on that earlier date (see ‘Reinsurance
of onerous underlying insurance contracts’ under (v)). This applies to the Company’s excess of loss
reinsurance contracts,

——  Reinsurance contracts acquired: The date of acquisition,
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3. MATERIAL ACCOUNTING POLICIES (CONTINUED)
(a) Insurance and reinsurance contracts (Continued)
{iii} Insurance acquisition cash flows

The Company includes insurance acquisition cash flows in the measurement of a group of insurance contracts
if they are directly attributable to either the individual contracts in a group, the group itself or the portfolio of
insurance contracts to which the group belongs. It estimates, at a portfolio level, insurance acquisition cash
flows not directly attributable to the group but directly attributable to the portfolio. The Company then allocates
them to the group of newly written and renewed contracts on a systematic and rational basis.

The Company capitalises the insurance acquisition cash flows by including it as a reduction in the liability for
remaining coverage and ameortising the cash flows over the coverage period of the contracts,

Changes in fulfilment cash flows

At each reporting date, if facts and circumstances indicate that an asset for insurance acquisition cash flows
may be impaired, then the Company:

(a) recognises an impairment loss in profit or loss so that the carrying amount of the asset does not exceed the
expected net cash inflow for the related group; and

(b) if the asset relates to future renewals, recognises an impairment loss in profit or loss to the extent that it
expects those insurance acquisition cash flows to exceed the net cash inflow for the expected renewals and
this excess has not already been recognised as an impairment loss under (a).

The Company reverses any impairment losses in profit or loss and increases the carrying amount of the asset
to the extent that the impairment conditions have improved.

(ivj Contract boundaries

The measurement of a group of insurance contracts includes all future cash flows expected to arise within the
boundary of each contract in the group.

For insurance contracts; Cash flows are within the contract boundary if they arise from substantive rights and
obligations that exist during the reporting period in which the Company can compel the policyholder to pay
premiums or has a substantive obligation to provide services {including insurance coverage and any investment
services). A substantive obligation to provide services ends when:

— the Company has the practical ability to reassess the risks of the particular policyholder and can set a
price or level of benefits that fully reflects those reassessed risks; or
— the Company has the practical ability to reassess the risks of the portfolio that contains the contract
and can set a price or level of benefits that fully reflects the risks of that portfolio, and the pricing of
the premiums up to the reassessment date does not take into account risks that relate to periods after
the reassessment date.
For reinsurance contracts; Cash flows are within the contract boundary if they arise from substantive rights and
obligations that exist during the reporting period in which the Company is compelied to pay amounts to the
reinsurer or has a substantive right to receive services from the reinsurer.

A substantive right to receive services from the reinsurer ends when the reinsurer:

— has the practical ability to reassess the risks transferred to it and can set a price or level of benefits
that fully refiects those reassessed risks; or
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3. MATERIAL ACCOUNTING POLICIES (CONTINUED)
(a) Insurance and reinsurance contracts (Continued)

{iv) Contract boundaries (Continued)

~=  has a substantive right to terminate the coverage.
The contract boundary is reassessed at each reporting date to include the effect of changes in circumstances on
the Company’s substantive rights and obligations and, therefore, may change over time.

vj Measurement — Contracts measured under the premium alfocation approach (PAA)

The Company applies the PAA to the measurement of Property, Marine, Aviation, Accident, motor and
Liability insurance contracts with a coverage period of each contract in the group of one year or less.

On initial recognition, the Company measures the liability for remaining coverage (LRC) at the amount of
premiums received on initial recognition minus any insurance acquisition cash flows allocated to the group at
that date, and adjusted for any amount arising from the derecognition of any assets or liabilities previously
recognised for cash flows related to the Company.

Premiums due to the Company for insurance contract services already provided in the period but not yet
received at the end of the reporting period are included in the LRC. The carrying amount of the LRC at the
end of each subsequent reporting period represents the carrying amount at the start of the reporting period
adjusted for the premiums received in the period and the amount recognised as insurance revenue for insurance
contract services provided in that period.

The Company has determined that there is no significant financing component for insurance contracts with a
coverage period of one year or less. The Company does not discount the Jiability for remaining coverage to
reflect the time value of money and financial risk for such insurance contracts,

The Company also applies the PAA to the all - Proportional and Non-Proportional treaties. The coverage period
of such reinsurance contracts held is 12 months or less. As the coverage period exceeds one year, the Company
at initial recognition assessed that the PAA is a reasonable approximation of the General Model.

Applying the PAA, the insurance revenue is measured at the amount allocated from the expected premium
receipts. The allocation is done on the basis of the passage of time. The Company applies a methodology of
daily release of LRC for expired time judgement in determining the basis of allocation.

When facts and circumstances indicate that a group of contracts has become onerous, the Company performs
a test for onerousness. If the amount of the fulfilment cash flows exceeds the carrying amount of the LRC, the

Company recognises the amount of the difference as a loss in profit or loss and increases the LRC for the
corresponding amount.

The Company applies the same accounting policies to measure a group of reinsurance contracts, adapted where
necessary to reflect features that differ from those of insurance consracts.

If a loss-recovery component is created for a group of reinsurance contracts measured under the PAA, then the
Company adjusts the carrying amount of the asset for remaining coverage.

vi) Derecognition and contract modification

The Company derecognises a contract when it is extinguished — i.e. when the specified obligations in the
contract expire or are discharged or cancelled.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
(2) Insurance and reinsurance contracts (Continued)
(vi) Derecognition and contract modification (Continued)

The Company also derecognises a contract if its terms are modified in a way that would have changed the
accounting for the contract significantly had the new terms always existed, in which case a new contract based
on the modified terms is recognised. If a contract modification does not result in derecognition, then the

Company ftreats the changes in cash flows caused by the modification as changes in estimates of fulfilment
cash flows.

(vii) Presentation

The Company presents separately in the statement of financial position the carrying amount of portfolios of
insurance contracts that are assets and those that are liabilities, and the portfolios of reinsurance contracts held
that are assets and those that are liabilities.

The Company disaggregates the amounts recognised in the statement of profit or loss and other comprehensive
income into an insurance service result sub-total that comprises insurance revenue and insurance service
expenses and, separately from the insurance service result, the 'net insurance finance income or expenses' sub-
total. The Company has voluntarily included the net insurance finance income or expenses line in another sub-
total: net insurance and investment result, which also includes the income from all the assets backing the
Company's insurance liabilities.

The Company includes any assets for insurance acquisition cash flows recognised before the corresponding
groups of insurance contracts are recognised in the carrying amount of the related portfolios of insurance
contracts issued.

The Comnpany does not disaggregate the change in risk adjustment for non-financial risk between a financial
and non- financial portion. It includes the entire change as part of the insurance service result.

(viii) Insurance revenue

As the Company provides insurance services under a group of insurance contracts issued, it reduces its LRC
and recognises insurance revenue, which is measured at the amount of consideration the Company expects to
be entitled to in exchange for those services.

When applying the PAA, the Company recognises insurance revenue for the period based on the passage of

time by allocating expected premium receipts including premium experience adjustments to each period of
service.

{ix) Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit or loss generally as they
are incurred. They exclude repayments of investment components and comprise the following items.

—  Incurred claims and other insurance service expenses;
—  Amortisation of insurance acquisition cash flows;
— Losses on onerous contracts and reversals of such losses;

—  Adjustments to the liabilities for incurred claims that do not arise from the effects of the time value of
money, financial risk and changes therein;

—  Impairment losses on assets for insurance acquisition cash flows and reversals of such impairment
losses.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
(a) Insurance and reinsuranece contracts (Continued)
x) Income or expenses from reinsurance contracts held

The Company presents income or expenses from a group of reinsurance contracts held and reinsurance finance
income or expenses in profit or loss for the period separately. Income or expenses from reinsurance contracts
held are split into the following two amounts:

—  Amount recovered from reinsurers

—  An allocation of the premiums paid

The Company presents cash flows that are contingent on claims as part of the amount recovered from
reinsurers. Ceding commissions that are not contingent on claims of the underlying contracts are presented as
a deduction in the premiums to be paid to the reinsurer which is then allocated to profit or loss.

The Company establishes a loss recovery component of the asset for the remaining coverage for a group of
insurance contracts held, This depicts the recovery of losses recognised on the initial recognition of an onerous
group of underlying insurance contracts or on addition of onerous underlying insurance contracts to a group.

—  Reversals of loss recovery component to the extent those reversals are not changes in the fulfilment
cash flows of the group of reinsurance contracts held.

~  Allocations of the oss recovery component against the amounts recovered from reinsurers reported in
line with the associated reinsured incurred claims or expenses.

(b} Other Income

Foreign exchange gains and losses on financial assets and financial liabilities are reported on a net basis as

either net foreign exchange gain or loss depending on whether foreign currency movements result in a net gain
or net loss position.

{c) Fair value measurement

Fair value’ is the price that would be received to sell an asset or paid to transfer a lability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Company has access at that date. The fair value of a liability reflects its non-
performance risk. 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 transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Company uses valuation techniques that maximise the

use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants would take into account in pricing a transaction.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
(c) Fair value measurement (Continued)

The best evidence of the fair value of a financial instrument on initial recognition is normally the transaction
price —i.e., the fair value of the consideration given or received. If the Company determines that the fair vafue
on initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted price
in an active market for an identical asset or liability nor based on a valuation technique for which any
unobservable inputs are judged to be insignificant in relation to the difference, then the financial instrument is
initially measured at fair value, adjusted to defer the difference between the fair value on initial recognition
and the transaction price.

Subsequently, that difference is recognised in profit or loss on an appropriate basis over the life of the
instrument but no later than when the valuation is wholly supported by observable market data or the
transaction is closed out.

As at the reporting date, the Company did not have any instruments measured at fair value.

(d) Financial instroments

Financial assets and financial liabilities are recognised when the Company becomes party to the contractual
provision of the instrument.

Financial assets and financial liabilities are initially measured at fair value plus or minus, for an item not a fair
value through profit or loss, transaction costs that are directly attributable to its acquisition or issue.

Financial assets

Financial assets are classified into the following specified categories: financial assets “at amortized cost’, and
‘at fair value through profit or loss (FVTPLY.

Financial assets are classified based on (i) the business model within which the financial assets are managed
and (ii) the contractual cash flow characteristics of the financial assets (whether the cash flows represent ‘solely
payment of principal and interest™).

Finagncial assets at amortized cost

Financial assets are measured at amortised cost if they are held within a business model whose objective is to
hold those assets for the purpose of collecting contractual cashflows and those cashflows comprise solely
payments of principal and interest {*hold to collect).

Financial assets at fair value through profit or loss (FVTPL)

Other financial assets that do not fall into the category above is measured at FVTPL.

Effective interest method

The effective interest method is a method of calculating the amortised cost of financial asset and for allocating
interest income over the relevant period,

The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all fees on

points paid or received that from an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the debt instrument, or where appropriate, a shorter period.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
(d) Financial instruments (continued)
Effective interest method (Continued)

Income is recognised on an effective interest basis for debt instruments other than those financial assets at fair
value through other comprehensive income and those at FVTPL.

Impairment of financial assets

The Company assesses for indicators of impairment at the end of each reporting period. Financial assets are
impaired based on expected credit loss (ECL) moedel. The Company recognises an allowance for either 12-
month or lifetime ECLs, depending on whether there has been a significant increase in credit risk since initial
recognition. A financial asset is impaired when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. These inciudes significant financial difficulty
of the debtor, breach of contract such as a default or past-due event, the debtor entering bankruptcy or other

financial reorganisation becoming probable; or the disappearance of an active market for a security because of
financial difficulties.

The measurement of ECLs reflects a probabitity-weighted outcome, the time value of money and the entity’s
best available forward-looking information. The aforementioned probability-weighted outcome must consider

the possibility that a credit loss occurs and the possibility that no credit loss occurs, even if the possibility of a
credit loss occurring is low.

The ECI. model applies to financial assets measured at amortised cost and at fair value through other

comprehensive income, lease receivables and certain loan commitments as well as financial guarantee
contracts.

The carrying amount of financial asset is reduced by impairment loss directly for all financial assets and the
loss is recognised in profit or loss.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset

expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity.

Financial liabilities
Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements and the definitions of a financial Hability and an equity instrument. Financial labilities are

classified as either financial labilities ‘at fair value through profit or loss’ or ‘other financial liabilities’.

Financial liabilities are classified as at fair value through profit or loss where the financial liability is either
held for trading or it is designated as at fair value through profit or lbss.

Financial liabilities at FVTPL are stated at fair value, with any resultant gain or loss recognised in profit or
loss. The net gain or loss recognised in profit or loss incorporates any interest paid in the financial liability.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
(d) Financial instruments (continued)

Other financial liabilities
Other financial ltabilities, including borrowings, are initially measured at fair vaiue, net of transaction costs,

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis. The effective interest method is a method of calculating
the amortised cost of a financial liability and for allocating interest expense over the relevant period.

Derecognition of financial liabilities

The Company derecognises financial Habilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

{e) Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances. For the purposes of the statement of cash flows,
cash and cash equivalents include cash on hand and in bank and other short term highly liquid mvestments
with maturities of three months or less from the date of acquisition and bank overdrafis,

(f)  Share capital

Ordinary shares are classified as equity. The holders of ordinary shares are entitled to receive dividends as
declared from time to time, and are entitled to one vote per share at meetings of the Company. All ordinary
shares rank equaily with regard to the Company’s residual assets.

(g) Property and equipment
i) Recognition and measurement

Items of property and equipinent 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 property and equipment have different useful lives, they are accounted for as separate
items {major components) of property and equipment.

Gains and losses on disposal of an item of property and equipment are determined by comparing the proceeds

from disposal with the carrying amount of property and equipment and are recognised net within the profit or
loss.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)

{g) Property and equipment {Continued)}

i) Subsequent costs

The cost of replacing part of an item of property 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 property 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 property and equipment. Depreciation is charged on an annual basis as follows:

* Motor vehicles 3 years
= Computer equipment 3 years
* Furniture, fixtures, fittings and equipment 6 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.
(h) 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) 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.

iii)  Impairment of intangible assets

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

If the recoverable amount of an asset is estimated to be less than carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately.

(i) Leases

At inception of a contract, the Company assess whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration - i.e., the customer has the rights to obtain substantially ail of the economic
benefits from using the assets and the rights to direct the use of the asset.
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3. MATERIAL ACCOUNTING POLICIES (CONTINUED)
(i) Leases (Continued)

- As a lessee

The Company recognises a right of use asset and lease liability at the lease commencement date. The right-of-
use asset is initially measure at cost, which comprises the initial amount of lease liability adjusted for any lease
payments made at or before commencement date, plus initial direct costs incurred and an estimate of the costs
to dismantle and remove the underlying assets or to restore the underlying asset or the site on which it is
located, less any lease incentives received. The lease term of the building is five (5) years.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
over tenure of the lease, unless the lease transfers ownership of the underlying asset to the Company by the
end of the lease term or the cost of the right-of-use asset reflects that the Company will exercise a purchase
option. In that case the right-of-use asset will be depreciated over the useful life of the underlying asset, which
is determined on the same basis as those of property and equipment. In addition, the right-of-use asset is

periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease
liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily

determined, the Company’s incremental borrowing rate. Generally, the Company uses ifs incremental
borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various external
financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.

The incremental borrowing rate of the Company is 8% per annum. Lease payments included in the
measurement of the lease liability comprise the following;

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index

- orrate as at the commencement date;

- amounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Company is reasonably certain to exercise, lease
payments in an optional renewal period if the Company is reasonably certain to exercise an extension

option, and penalties for early termination of a lease unless the Company is reasonably certain not to
terminate early.

The lease liability is measured at amortised cost using the effective interest method, It is remeasured when there
is a change in funire lease payments arising from a change in an index or rate, if there is a change in the
Company’s estimate of the amount expected to be payable under a residual value guarantee, if the Company

changes its assessment of whether it will exercise a purchase, extension or termination option or if there is a
revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount

of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero,

The lease term for these leases are five years and the Company has the right of the renewal. The Company assess
these assumptions at each reporting period.



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)
(i) Leases (Continued)
Short term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low value assets
(less than TZS 10 million) and short-term leases (less than 12 months). The Company recognises the lease
payments associated with these leases as an expense on a straight-line basis over the lease term.

{j) 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 foss on monetary items is the difference between amortised cost in the functional currency at the
beginning of the peried, 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.

(k) Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other than
investment properties and deferred tax assets) to determine whether there is any indication of impairment. if
any such indication exists, then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows
from continuing use that s largely independent of the cash inflows of other assets or CGUs.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell.
Value in use is based on the estimated future cash flows, 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 or CGU.
An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.

The Company’s corporate assets do not generate separate cash inflows and are used by more than one CGU,
Corporate assets are allocated to CGUs on a reasonable and consistent basis and tested for impairment as part
of the testing of the CGUs to which the corporate assets are allocated.

Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying amount of

any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other assets in the CGU on
a pro rata basis.

An impairment Joss in respect of goodwill is not reversed. For other assets, 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.

() Dividends
Dividends on ordinary shares are recognised as a liability in the period in which they are declared.
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(m} 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 econamic 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.

(n) 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.

There are two types of temporary differences: taxable temporary differences and deductible temporary
differences. Taxable temporary differences are timing differences such as decrease in provision and tax losses
which cause taxable income in current period o be lower than pre-tax accounting income subject to taxes, The
difference between the income tax payable and the pre-tax accounting income equals the deferred tax liability.

Deductible temporary differences are differences such as increase in provisions, depreciation of plant, property
and equipment which cause the taxable income and hence income tax payable in current period to be higher than
the pre-tax accounting income. They result in deferred tax asset which is expected to be utilized in future periods.

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 wil} be realised.

0) Employees benefits

i}  Retirement benefits

The Company makes statutory Contributions to the National Social Security Fund (NSSF). The Company’s

obligations in respect of contributions to such funds are 10% of the employees’ gross emoluments in respect of
NSSF members.

Contributions to this pension fund is recognised as an expense in the period the employees render the related
services.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)

0) Employees benefits (Continued)

ii) 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.

iii) Termination benefits

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

» Anemployee's employment is terminated before the normal retirement date;
* An employee accepts voluntary redundancy;
* Normal retirement.

p)} 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.

q) Contingency reserve

The statutory reserve represents capital and contingency reserve.

A contingency reserve is created in line with Insurance Regulations 27(1) under the Insurance Act 2009. The
regulations require an insurer to establish a contingency reserve into which a transfer representing the greater
of 3% of the net premium written or 20% of the net results is made each year until the reserve reaches the

greater of the minimum paid up capital or 50% of the net premium written.

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

The following new standards and interpretations have been adopted and applied by the Company for the first
time in this financial year ended 31 December 2023

- Relevant new and amended standards adopted by the Company

The following new standards and interpretations have been adopted and applied by the Company for the first
time in this financial year ended 31 December 2023,
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 3! DECEMBER 2023

3.

MATERIJAL ACCOUNTING POLICIES (CONTINUED)

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

= Changes in significant accounting policies

A. IFRS 17 - Insurance Contracts

The Company adopted IFRS 17 including any consequential amendments to other standards as issued by
International Accounting Standard Board (IASB) in 2017 with a date of transition of T January 2023. This
standard has brought significant changes to the accounting for insurance and reinsurance contracts. As a result,
the Company has restated certain comparative amounts for the year ended 31 December 2022 and presented a
third statement of financial pesition as at I Janwary 2022, IFRS 17 has replaced IFRS 4 Insurance Contracts.

() Recognition, measurement, and presentation of insuraitce contracts

IFRS 17 establishes principles for the recognition, measurement, presentation and disclosure of insurance
contracts, reinsurance contracts and investment contracts with discretionary participation features. It
introduces a mode} that measures groups of contracts based on the Company’s estimates of the present value
of future cash flows that are expected to arise as the Company fuifils the contracts, an explicit risk adjustment
for non-financial risk and a CSM.

Under IFRS 17, insurance revenue in each reporting period represents the changes in the labilities for
remaining coverage that relate to services for which the Company expects to receive consideration and an
allocation of premiums that relate to recovering insurance acquisition cash flows. In addition, investment
components are no longer included in insurance revenue and insurance service expenses.

The Company no longer applies shadow accounting to insurance-related assets and liabilities. Insurance
finance income aund expenses are disaggregated between profit or loss and OC! for non- life contracts, are
presented separately from insurance revenue and insurance service expenses.

The Company applies the PAA to simplify the measurement of contracts in the non-life segment, except for
groups of acquired contracts that do not qualify for the PAA. When measuring liabilities for remaining
coverage, the PAA is similar to the Company’s previous accounting treatment. However, when measuring
liabilities for incurred claims, the Company now discounts the future cash flows (unless they are expected to
oceur in one year or less from the date on which the claims are incurred) and includes an explicit risk
adjustment for non-financial risk.

Previously, all acquisition costs were recognised and presented as separate assets from the related insurance
contracts (‘deferred acquisition costs’) until those costs were included in profit or loss and OCI. Under IFRS
17, only insurance acquisition cash flows that arise before the recognition of the related insurance contracts
are recognised as separate assets and are tested for recoverability. These assets are presented in the carrying

amount of the related portfolio of contracts and are derecognised once the related coniracts have been
recognised.

Income and expenses from reinsurance contracts other than insurance finance income and expenses are now
presented as a single net amount in profit or loss. Previously, amounts recovered from reinsurers and
reinsurance expenses were presented separately.
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.

MATERIJAL ACCOUNTING POLICIES (CONTINUED)

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

- Relevant new and amended standards adopted by the Company (Continued)
- Changes in significant accounting pelicies (continued)

A. IFRS 17 - Insurance Contracts (Continued)

(ii) Transition

Changes in accounting policies resulting from the adoption of IFRS 17 have been applied using a full

retrospective approach to the extent practicable. Under the full retrospective approach, at 1 January 2022 the

Company:

- identified, recognised and measured each group of insurance and reinsurance contracts as if IFRS 17 had
always been applied;

— identified, recognised and measured any assets for insurance acquisition cash flows as if I[FRS 17 had
always been applied,

— derecognised previously reported balances that would not have existed if IFRS 17 had always been
applied. These included some deferred acquisition costs for insurance contracts, intangible assets related
to insurance contracts (previously referred to as *vaiue of business acquired”), insurance receivables and
payables, and provisions for levies that are attributable to existing insurance contracts. Under IFRS 17,
they are included in the measurement of the insurance contracts; and

-— recognised any resulting net difference in equity.

The Company has applied the transition provisions in IFRS 17 and has not disclosed the impact of the adoption
of IFRS 17 on each financial statement line item. The effects of adopting IFRS 17 on the financial statements
at 1 January 2022 are presented in the statement of changes in equity.

B. IFRS9 - Financial Instruments

The Company has fully adopted IFRS 9 with a date of transition of 1 January 2023, which resulted in changes
in accounting policies and adjustments to the amounts previously recognised in the financial statements.

As permitted by the transitional provisions of IFRS 9, the Company elected not to restate comparative figures.
Any adjustments to the carrying amounts of financial assets and financial liabilities at the date of transition
were recognised in the opening retained earnings and other reserves of the current period,

Consequently, for notes disclosures, the consequential amendments to IFRS 7 disclosures have also only been

applied to the current period. The comparative period notes disclosures repeat those disclosures made in the
year,

The adoption of IFRS 9 has resulted in changes in our accounting policies for recognition, classification and

measurement of financial assets and financial liabilities and impairment of financial assets. IFRS 9 also

significantly amends other standards dealing with financial instruments as IFRS 7 ‘Financial Instruments:
Disclosures’.

Set out below are disclosures relating to the impact of the adoption of IFRS 9 on the Company
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

r}  New standards, amendments and interpretations effective and adopted during the year

(Continued)

- Changes in significant accounting policies (continued)

B. IFRS 9 - Financial Instruments (Continued)

a) Classification and measurement of financial instruments

The measurement category and the carrying amount of financial assets and liabilities in accordance with 1AS 39

and [FRS 9 are compared as follows:

Financial assets

Loan receivables (staff) (Note 12)
Receivables arising out of direct &
reinsurance arrangements (Note
1)

Government securities (Note 9)
Corporate Bonds {(Note 8}
Deposits with financial institutions
(Note 10)

Cash and bank balances (Note 20)

Total financial assets

b) Effects of initial application

Original
classification
under 1AS 39

Held to maturity

Held to maturity
Held to maturity
Held to Maturity

Held to maturity
Held to maturity

New
classification
under [IFRS 9

Amortised cost

Amortised cost
Amortised cost
Amortised cost

Amortised cost
Amortised cost

Original
carrying New carrying
amount under amount under
1AS 39 i{FRS 9
40,877 40,877
2,901,477 2,405,333
5,065,716 4,993,783
50,000 50,000
13,991,564 13,916,337
971,680 971,680
23,021,314 22,378,010

Reconciliation of statement of financial position balances from IAS 39 to IFRS 9:

The Company performed a detailed analysis of its business models for managing financial assets and analysis

of their cash flow characteristics.

The following table reconciles the carrying amount of financial assets, from their previous measurement
categories in accordance with 1AS 39 to the new measurement categories upon transition to IFRS 9 on 1

January 2023:
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3, MATERIAL ACCOUNTING POLICIES (CONTINUED)

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

{Continued)

- Changes in significant accounting policies (continued)

B. [FRS 9 - Financial Instruments (Continued)

b} Effects of initial application (continued)

Reconciliation of statement of financial position balances from IAS 39 to IFRS 9: (Continued)

Financial assets at amortised cost
Cash balances (Note 20)

Deposits with financial institutions
{Note 19)

Government securities (Note 9)
Corporate Bonds (Note §)
Receivables arising out of direct
and reinsurance arrangements
(Note 11)

Loans receivable (staff) (Note 12)
Total financial assets measured
at amortised cost

Carrying Reclassifications Remeasurements Carrying
amount 31 (ECL allowance) amount
December 2022 1January 2623
under IAS 39 under IFRS 9
TZS® 660 TZS® 0600 TZS’ 000 TZS’ 600
971,680 - - 971,680
13,991,564 - (75,227 13,916,337
3,065,716 - (71,933 4,993,783
50,000 - - 56,000
2,901,477 - (496,144} 2,405,333
40,877 - - 40,877
23,021,314 - (643,304) 22,378,010

b) Reconciliation of impairment allowance balance from IAS 39 to IFRS 9

The following table reconciles the prior period’s closing impairment allowance measured in accordance with
IAS 39 incurred loss model to the new impairment allowance measured in accordance with the IFRS 9 expected

loss model at | January 2023:

Financial asset

Impairment Reclassifications Remeasurements Expected

under TAS 39 Credit Loss

under IFRS 9

TZS® 000 TZS’ 000 TZS’ 000 TZS’ 000

Cash and bank balances (Note 20) - - - -
Deposits with finangial institutions

(Note 10) - - 75,227 75,227
Receivablies arising from direct and

reinsurance arrangements {Note 11) 112,628 « 496,144 608,772

Loans receivable {staff) (Note 12) - - - -

Government securities at

amortised cost (Note 9) - - 71,933 71,933

Corporate bonds (Note §) - - - -

Total 112,628 - 643,304 755,932
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

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

{Continued)

- Changes in significant accounting policies (continued)

B, IFRS 9 - Financial Instruments (Continued)

by Reconciliation of impairment allowance balance from IAS 39 to IFRS 9 (Continued)

In addition te IFRS 17, the Company has also adopted the following standards and interpretations applicable
for the first time to their annual reporting commencing 1 January 2023,

Description Effective date

Disclosure of Accounting 01 Jan 2023
Policies (Amendments to IAS 1
and IFRS Practice Statement 2)

Definition of Accounting 01 Jan 2023
Estimate {Amendments to [AS 8)

Deferred Tax Related to Assets 01 Jan 2023
and Liabilities Arising from a

Single Transaction —

Amendments to {AS 12 Income

Taxes

International Tax Reform — pillar 23 May 2023
two model rules — amendments
to IAS 12

Classification of liabilities as 01 Jan 2024
current or non-current

{Amendments to IAS 1)

Lease Liability in a Sale and 01 Jan 2024
Leaseback (Amendments to

IFRS 16)

Non-current Liabilities with 01 Jan 2024
Covenants (Amendments to IAS

9
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Executive summary

To improve accounting policy disclosures so that they
provide more useful information to investors and other
primary users of the financial statements; and
distinguish changes in accounting estimates from
changes in accounting policies.

Accounting estimates are defined as “monetary amounts
in financial statements that are subject to measurement
uncertainty”,

"Deferred Tax related to Assets and Liabilities arising
from a Single Transaction (Proposed amendments to
TAS 12)" that aim at clarifying how companies account
for deferred tax on leases and decommissioning
obligations.

The IASB has amended [AS 12 to introduce a temporary
mandatory relief from accounting for deferred tax that
arises from legislation implementing the GloBE model
rules, Under the relief, companies are effectively
exempt from providing for and disclosing deferred tax
refated to top-up tax. However, they need to disclose
that they have applied the relief.

The amendments clarified how an entity classifies debt
and other financial liabilities as current or non-current in
particular circumstances.

Lease Liability in a Sale and Leaseback (Amendments
to IFRS 16) requires a seller-lessee to subsequently
measure lease liabilities arising from a leaseback in a
way that it does not recognise any amount of the gain or
loss that relates to the right of use it retains

To clarify how conditions with which an entity must
comply within twelve months after the reporting period
affect the classification of a Hability.



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 3! DECEMBER 2023

3.

MATERIAL ACCOUNTING POLICIES (CONTINUED)

r) New standards. amendments and interpretations effective and adopted during the year
{Continued)

- New and amended standards not yet adopted by the Company

The following standards and interpretations have been issued but were not mandatory for annual reporting
periods ending 31 December 2023.

Description Effective date Executive summary

Supplier Finance 01 Jan 2024 The amendments introduce two new disclosure objectives
Arrangements — Amendments —one in [AS 7 and another in IFRS 7 — for a company to
to IAS 7 and IFRS 7 provide information about its supplier finance

arrangements that would enable users (investors) to assess
the effects of these arrangements on the company’s
Habilities and cash flows, and the company’s exposure to

lquidity risk.
IFRS 81 General 01 Jan 2024 The standards are effective from 1 January 2024, but it
Requirements for Disclosure will be for individual jurisdictions to decide whether and
of Sustainability-related when to adopt.
Financial
Information and [FRS
S2 Climate-related
Disclosures
Lack of Exchangeability - 01 Jan 2024 Under the amendments, companies will need to provide
Amendments 10 IAS 2] new disclosures to help users assess the impact of using

an estimated exchange rate on the financial statements.

The Directors do not plan to apply the above standards, until they become effective. Based on their assessment
of the potential impact of application the above are not expected to have a significant impact on the Company’s
financial statements.

There are no other standards that are not yet effective that would be expected to have a material impact on the
entity in the current or future reporting periods and on near future transactions.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF UNCERTAINITIES
Carrying amounts of assets and liabilities

In the application of the Company’s accounting policies described in note 3, the directors are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis, Revisions to accounting

estimates are recognised in the period in which the estimates are revised if the revision affects only that period,
or in the peried of the revision in future periods if the revision affects both current and future periods.
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4,

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF UNCERTAINITIES
(CONTINUED)

Level of aggregation of insurance and reinsurance contracts (Continued)

The determination of whether a contract or a group of contracts is onerous is based on the expectations as at
the date of initial recognition, with fulfilment cash flow expectations determined on a probability-weighted
basis. The Company determines the appropriate level at which reasonable and supportable information is
available to assess whether the contracts are onerous at initial recognition and whether the contracts not onerous
at initial recognition have a significant possibility of becoming onerous subsequently. The Company applies
significant judgement in determining at what level of granularity the Company has sufficient information to
conclude that all contracts within a set will be in the same group.

Valuation of Habilities for insurance contracts (outstanding claims)

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. The liabilities relating to insurance contracts are measured in
accordance with the financial soundness valuation (FSV) (such as the ultimate cost of settling claims is
estimated using a range of loss reserving techniques — e.g. the chain-fadder and Bornhuetter- Ferguson
methods) and 20% of outstanding claims reported at the period end as required by Tanzania Insurance
Regulations. The amount recognised is the greater of amount obtained from financial soundness valuation
method (actuarial} and 20% of outstanding claims reported at the period end as required by Tanzania Insurance
Reguiations. The main assumption underlying techniques applied in the estimation of liability is that the
Company’s past claims experience can be 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 invelved,

DETERMINATION OF FAIR YALUES

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques
are observable or unobservable. Observable inputs reflect market data obtained from independent sources;

unobservable inputs reflect the Company’s market assumptions. These two types of inputs have created the
following fair value hierarchy:

s Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes
listed equity securities and debt instruments on the Dar es Salaam Stock Exchange;

* Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices); and

* Level 3 - Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
This level includes equity investments and debt instruments with significant unobservable components.

This hierarchy requires the use of observable market data when available, The Company considers relevant
and observable market prices in its valuations where possible.

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:
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5

(a)

(b)

()

DETERMINATION OF FAIR VALUES (CONTINUED)
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.

Investments

The fair value of financial assets at fair value through profit or loss is determined by reference to their quote
bid price at the reporting date. As at the reporting date, the Company’s investrments were those measured at
amortised cost.

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.
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

7.

INTANGIBLE ASSETS
2023 2022
TZS 000 TZ.S'000
Cost
At 1 January 960,832 654,629
Additions 128,020 306,203
At 31 December 1,088,852 960,832
Amortisation
At 1 January (939,675) (574,572)
Amortisation charge (9,381) (365,103)
At 31 December {949,056) (939,675)
Carrying amount 139,796 21,157
Intangible assets relate to computer software,
CORPORATE BOND
2023 2022
TZS5'000 TZS*000
Corporate Bonds 100,569 50,000
Expected credit loss {170 -
100,399 50,000

During the year the Company purchased a bond from Iman Finance Limited as issued on 12 December 2023,
with a face value of TZS 100,000,000 and accruing interest at a rate of 11.5%. Accrued interest during the
year amounted to TZS 399,000 (2022: TZS 312,500).

INVESTMENT IN GOVERNMENT SECURITIES

2023 2022
TZS ¢00 TZS°060
Treasury bonds 5,111,489 5,065,716
Expected credit loss (72,841) {50,353)
5,038,648 5,015,363
Maturity analysis:
Over one year 5,111,489 5,065,716
Movement: Gross
Balance as at | January 5,065,716 4,909,764
Purchases 45,773 229,952
Matured - {74,000)
Balance as at 31 December 5,111,489 5,065,716
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

9. INVESTMENT IN GOVERNMENT SECURITIES (CONTINUED)

2023 2022
TZ8'000 TZS000

Movement: ECL
Balance as at 1 January (50,333) (50,353)
Charge for the period (22,488) -
Balance as at 31 December (72,841) (50,353)

10. DEPOSITS WITH FINANCIAL INSTITUTIONS

Call deposit accounts 3,335,498 1,929,966
Fixed deposit accounts 13,512,326 12,061,597
Expected credit loss (88,885) (52,659}

16,778,939 13,938,904

Maturity analysis:

Call deposit within 90 days from acquisition (Note 20) 3,355,498 1,929,967
Fixed deposits within 90 days from acquisition 7,774,414 2,626,451
Fixed deposits over 90 days but within a year 5,737,912 9,435,145

16,867,824 13,991,563

11. INSURANCE RECEIVABLES

Direct clients 269,919 37,516
Agents and brokers 4,465,488 1,523,545
Less: Expected credit loss (417,617) {(112,628)

4,317,790 1,448,433
Receivables arising out of reinsurance arrangements 3,360,426 2,693,358
Less: Expected credit loss (509,924) (347,300)

7,168,292 3,796,491

12. OTHER RECEIVABLES

Staff debtors 73,262 52,488
Prepayment 40,552 28,942
Deposit for Energy Consortium investment pool * 124,088 -

237,902 81,430

*During the year the company entered into a Tanzania Energy Co- Insurance Consortium agreement purposed
to handle insurance risks on energy, oil, and gas business in the United Republic of Tanzania. As at 31
December 2023, the Company had made a deposit of USD 50,000 to the Consortium member’s account out of

their total financial commitment of USD 100,000 which represents the maximum exposure for the risk to be
undertaken.
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MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

14,

15.

I6.

PAYABLES ARISING FROM REINSURANCE ARRANGEMENTS

2023 2022 2021
TZ.S5'000 TZS 000 TZS’ 000
Payable to re-insurers 1,474,850 2,311,115 2,420,191
Payable to insurers 2,401,021 603,633 1,526,091
Payable to direct insurance arrangements - - 307,096
3,875,911 2,914,748 4,253,378
OTHER PAYABLES
Sundry creditors 1,242,056 602,917 §29,337
Output VAT and withholding taxes 561,690 210,14t 210,141
Accrual for audit fees 53,381 41,889 25,710
Statutory deductions 99,860 119,075 248,853
Leave pay provision liability 104,259 76,036 76,036
2,061,246 1,050,058 1,390,077
SHARE CAPITAL AND RESERVES
2023 2022
TZS’000 TZS000
Authorised
8,000,000 ordinary shares with a par values of TZS 1,000 per share 8,000,000 8,000,000
a) Issued and fully paid up
4,000,000 ordinary shares of TZS 1,000 each 4,000,000 4,000,000

Holders of ordinary shares are entitled to dividends as declared from time to time and are entitled to one vote
per share at general meetings of the Company. Al rights attached to the Company’s shares held by the Group

are suspended until those shares are reissued.

b) Contingency reserve

A non-distributable contingency reserve is required to be maintained by transferring each year from retained
earnings an amount of not less than the greater of 3% of the total premium written or 20% of the net profit,
whichever is the greater. The reserve is accumulated until it reaches the greater of minimum paid up share
capital or 50% of net premiums written. The total amount of contingency reserve at end of the year is TZS

4,507,124,000 (2022: TZS 4,041,601,000).

60



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

17.

18.

INSURANCE REVENUE

Marine/Aviation
Engineering

Fire

Liability

Motor

Personal accident

Bond

Workmen's
Miscellaneous

Total insurance revenue

INTEREST AND NET FINANCE

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

Net finance expenses from insurance contracts
Interest accreted
Effect of changes in interest rates and other financial assumptions

Total net finance income from insurance contract

Net finance income from reinsurance contracts
Interest accreted
Other

Total net finance {(expensesyincome from reinsurance contracts

6l

2023 2022

. TZ5000
TZ5°000 Restated
5,400,874 5,017,675
1,865,984 1,629,816
8,819,178 7,364,130
176,327 347,332
15,457,808 11,670,577
5,279,430 1,715,249
2,303,758 2,538,712
85,513 47,584
966,734 644,750
40,355,606 36,975,825
937,986 767,721
670,747 655,382
1,608,733 1,423,103
382,029 850,616
882.029 850,616
(412,969} (467,828)
(412,969) {467,828)



MAYFAIR INSURANCE TANZANIA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2023

18, INTEREST AND NET FINANCE (CONTINUED)

2023 2022
s TZS 000
TZ5°000 Restated

A. Insurance finance income and expenses

Net finance expenses from insurance contracts

Recognised in profit or loss 882,029 850,616
Recognised in OCI - -

882,029 850,616

Net finance income from reinsurance contracts

Recognised in profit or loss (412,969) (467,828)
Recognised in OCl -

(412,969) (467,828)
Other income
Disposal of assets 15,000 -
Unrealised Forex Gain/Loss 240,028 26,861
255,028 26,861
19. EXPENSE
Insurance and other operating expenses
Claims and benefits 13 15,250,521 13,584,196
Fees and commissions 13 6,283,835 6,156,692
Staff costs 2,080,486 2,069,112
Defined contribution expense 322,500 220,124
Depreciation of property, plant and equipment 61,362 78,309
Amortization of right of use assets 62,122 141,294
Amortization of computer software 42 718 402,464
Auditor remuneration 129,761 46,591
Directors’ remuneration (Note 22) 142,665 128,915
Premium taxes, levies and licenses 463,227 338,065
Other* 6,287,654 3,121,291

31,126,851 26,287,053

Represented by:

Insurance service expenses 13 21,534,356 19,740,888

Other operating expenses 9,592,495 6,546,165
31,126,851 26,287,053

* Included in other expenses are printing TZS 295m (2022: TZS 83m), Travel expenses TZS 132m (2020:
TZS 83m), Legal and professional fees TZS 987 (2022: 931m), Finance cost TZS 336m (2022: 122m),
Advertising and promotions TZS 412m (2022: TZS 442m) and Microinsurance Platform fee TZS 1.9b.
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20,

21,

22.

CASH AND CASH EQUIVALENTS

For the purpose of the statement of cash flows, cash and cash equivalents comprise of the following;

2023 2022 2021

TZ8'000 TZS000 TZS8'000
Cash balances 2,159 1,709 961
Bank balances 1,458,680 969,971 1,433,083
Cas‘h_and bank balances in statement of financial 1,460,839 971,680 1,434,044
position
Deposits with financial institutions maturing within 90 3,355,498 1,929,967 1,988,031
days -Note 10

4,816,337 2,901,647 3,422,075
Bank Overdraft repayable on demand and used for cash
management purposes - (16,799) -

4,816,337 2,884,848 3,422,075
BANK OVERDRAFT
Bank overdraft - 16,799 -

The Company had an overdraft facility with Canara Bank at differential interest rate of 1.5%. The overdraft

facility is unsecured with an original currency of USD,

RELATED PARTIES TRANSACTIONS

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

List of related parties and the nature of the relationship.

Mayfair Insurance Company Ltd Ultimate Parent company

Pawan Patel Director
Gaurang Pravin Shah Shareholder
Subhash M. Patel Shareholder
Girdhar Pindoria Shareholder
Abbas Mohamed Jessa Shareholder
Harbinder S. Jandu & Kamalpal S. Jandu Shareholder
Jayesh G. Shah Shareholder
Lakdawalla Investment Ltd Shareholder
Anjay Vithalbhai Patel Shareholder
Darpan Pindolia Director
Vishal R. Patel Director
Sanjay K. Singh Managing Director
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22, RELATED PARTIES TRANSACTIONS (CONTINUED)
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).

Transactions 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. The terms and conditions of these transactions were
equivalent to those available to others.

Directors renumeration

2023 2022
TZS 000 TZS 008
Remuneration paid to directors during the year was as follows:
Anjay V. Patel 17,864 16,556
Vishal Patel 17,864 16,556
Abbas M, Jessa 16,878 15,642
David Sawe 16,878 15,642
William E. Erio 17,864 16,556
Pawan Patel 16,878 15,642
Javesh Shan 21,563 19,984
Mr. Darpan Pindolia 16,878 15,642
142,667 132,220
Directors’ remunerations relate to fees and travel and accommodation allowances.
Key management personnel remuneration
Salaries and other short-term benefits 1,143,647 1,180,924
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23, TAXATION

{a} Current tax

2023 2022
TZS’ 0600 TZ5000
(i) Income tax expense
Current tax charge 1,020,510 949,352
Deferred tax charge/(credit) (Note 23 (b)) 43,528 (88,723)
Under provision prior year tax charge * - 24,939
1,064,038 885,568
Reconcitintion of income tax expense
% 2023 % 2022
TZS'000 TZS°000
Effective tax 26 1,064,038 42 885,368
Accounting profit before taxation 4,088,282 2,131,847
Tax applicable rate of 30% 30 1,226,485 30 639,554
Deferred tax over provision in prior year - 8.298 3 56,555
Permanently disallowed expenditure 1 30,479 8 164,520
Income not subject to tax (5) (201,224) - -
Under provision prior year tax charge - - 1 24,939
26 1,064,038 42 885,568
2023 2022
TZ5°000 TZS000
(ii) Income tax receivable
Balance at 1 January 236,267 267,153
Tax charge for the period - Note 23(a)(i) (1,020,510} (949,352)
Prior year tax charge * - (24,939)
Tax payments during the year §90,060 943,403
Balance at 31 December 105,817 236,267

* During the year, the Company underwent a tax audit by Tanzania Revenue authority pertaining to the year
of income 2022. An assessment of TZS 82.6 million was issued and the Company conceded for the entire
amount. Qut of the assessed amount TZS 21.1 million relates to corporate tax, TZS 42.3 million relates to

VAT, TZS 19.2 million relates to WHT on local services.
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23.

TAXATION (CONTINUED)

(a)  Deferred tax asset

Deferred tax asset has been computed in respect of the following items:

2023 Balance at Recognized in Reeognized Balance at
1 January profit or loss in equity 31 December

TZS'000 TZS'000 TZ5'000 TZS'000

Accelerated depreciation for tax purpose 96,388 (79,583) - 16,805
General provisions 362,034 36,035 - 398,089
Other timing differences - - 192,991 192,991
458,422 (43,528) 192,991 607,885

2022 Balance at Recognized in ~ Recognized Balance at 31
1 January profit or loss in equity December

TZS'000 TZS'000 TZS'000 TZS'000

Accelerated depreciation for tax purpose 22396 73,992 - 96,388
General provision 347,303 14,731 - 362,034
369,699 88,723 - 458,422

The tax affairs of the Company are subject to agreement with the Tanzania Revenue Authority (TRA).
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24,

LEASES

The Company has Jease contracts for various buildings used for office operations. Leases of buildings generally
have lease terms between 2 and 5 years and include extension and termination options. The Company

recognizes the lease payments associated with these leases as an expense on a straight-line basis over the lease
term. Below are the low value assets;

2023 2022
TZS 000 TZS 000
Zanzibar Office 15,854 8,036
Mwanza Office - 9,000
15,854 17,036

Right of use asset

The carrying amount of right-of-use asset recognised and the movement during the period has been disclosed
as part of property and equipment in the Note 6 of this financial statements.

Lease liability movement

Set out below are the carrying amounts of lease liabilities and the movements during the period:

2023 2022
TZS’000 TZS000
Balance at 1 January 269,701 398,987
Payments of lease Liability (cash flow item) (160,640) (129,286)
Payments of interest expense (cash flow item) (14,180} (19,800}
Finance cost 14,180 19,800
Lease modifications 8,262 -
Forex 12,494 -
Balance at 31 December 129,817 269,701
Current (Undiscounted) 142,469 149,467
Non-current {Undiscounted) 142,469 149,467
284,938 298,934

Amounts to be recognised in profit or loss under IFRS 16
Interest on lease liabilities 14,180 19,800
Amortization of the right of use asset 141,294 141,294
Expenses relating to low value assets 15,854 17,200
Forex 12,454 -

Amounts to be recognised in the statement of cash flows

Interest paid 14,180 19,800
Principal payments 160,640 129,286
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24,

25,

{a)

LEASES (CONTINUED)

Extensions options

Some leases of office premises contain extension options exercisable by the Company up to one term after the
end of the non-canceliable contract period. Where practicable, the Company seeks to include extension options
in new leases to provide operational flexibility. The Company assesses at lease commencement date whether
it is reasonably certain to exercise the extension options. The Company reassesses whether it is reasonably

certain to exercise the options if there is a significant event or significant changes in circumstances within its
control.

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISKS

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 namber

and number 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.

This risk exposure is mitigated by diversification across a large portfolio of insurance contracts and
geographical areas. The variability of risks is also improved by careful selection and implementation of
underwriting principles and guidelines, as well as the use of carefully arranged reinsurance agreements,

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 farge 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.
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25.

(a)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Insurance risk {continuved)

(iiy 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 deduciibles 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 millien 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.

(itiy 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.

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.
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25.  MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

(a) Insurance risk (Continued)

(iii) Concentration of insurance liabilities

2023 Maximum insured loss
TZS 15 -
TZS 0 - 15m Above TZS

Class of business 250m 250m Total

TZS 000 TZS 000 TZ5*080 TZS 008
Motor gross 4,245,744 6,166,840 6,000,284 16,412,868
Net 3,705,500 4,788,505 3,251,333 11,745,338
Accident gross 4,934.614 34,231 236,793 5,205,638
Net 4,906,013 30,203 60,362 4,996,578
Marine gross 332,222 780,473 4,511,977 5,624,672
Net 137,246 672,328 1,038,040 1,847,614
Fire gross 9,183 97,677 8,544,180 8,651,040
Net 1,001 87,144 2,110,764 2,198,909
Engineering gross 3,023 123,139 2,524,205 2,650,367
Net 2,766 103,561 444262 552,589
Others 9,809 1,158,131 3,119,321 4,287,261
Net 4,981 422 838 766,774 1,194,593
Gross written premium 9,534,595 8.360,491 24,936,760 42,831,846

Net written premium

(Inclusive of re-insurer’s share
TZS 1,010,132 million) 8,757,507 6,106,579 7,671,535 22,535,621
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25.

(a)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Insurance risk (Continued)

ifiiy  Concentration of insurance liabilities (Continued)

2022
Class of business

Motor gross
Net

Accident gross
Net

Marine gross
Net

Fire gross
Ne

Engineering gross
Net

Others
Net

Gross written premium
Net written premium

(Inclusive of re-insurer’s share
TZS 923,762 million)

Sensitivity analysis

Before Reinsurance (Gross)
Change in reinsurance incurred
claims

+ 3%
- 5%

After Reinsurance
Change in reinsurance incarred
claims

+353%
- 5%

Maximum insured loss

TZS 15 - Above TZS
TZS 0-15m 250m 250m Total
TZS000 TZS’000 TZS*000 TZS'000
3,761,400 5,985,874 3,069,829 12,817,103
3,194,721 4,728,894 1,679,230 9,602,845
1,446 173,658 1,602,737 1,777,841
1,854 223,617 1,371,131 1,596,602
13,307 820,560 4,279,455 5,113,322
9,548 527,344 1,287,530 1,824,422
252 62,470 7,944,592 8,007,314
279 65,023 1,524,492 1,589,794
8,567 200,098 1,812,122 2,020,787
8,037 172,606 536,493 717,136
272,534 787,002 2,671,802 3,731,338
337,476 152,236 376,595 866,307
4,057,506 8,029,662 11,380,537 33,467,705
3,551,915 5,869,720 6,775,471 16,197,106

31 December 2023

Impact on profit
before tax
TZS'000
2,141,592
(2,141,592)

Impact on profit
before tax
TZS'000
1,126,781
(1,126,781)
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Impact on equity
TZS'006
1,499,115
(1,499.115)

Impact
on equity
TZ8'000
788,747
(788,747)

31 December 2022

Impact on profit
before tax

TZ5'000
1,673,385
(1,673,385)

Impact on
profit before tax
TZS'000
809,855
(809.855)

Impact on equity
TZS'000
1,171,370

{1,171,370)

Impact on equity
TZ5'000

566,899
(566,859}
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25.

(b}

(<)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

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, al! 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.

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 already
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, ¥ 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.
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25.

(c)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Credit risk (Continued)

Other sundry debtors are not having standard credit characteristics, they differ depending on whether they are
normal, “governed by specific debtor” or the creditworthiness of entity from which they are receivable.

The maximum exposure to credit risk at 31 December 2022 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.

In determining the expected credit losses for these assets the Company has taken into account the historical
default experience, the financial position of the counterparties, financial analysts reports and considering
various external sourcesof actual and forecast economic information, as appropriate, in estimating the
probability of default of each of these financial assets occurring within their respective loss assessment time
horizon, as well as the loss upon default in each case.

The maximum exposure to credit risk {s as summarised

below: Carrying Expected Net
Amounts credit loss
31 December 2023 TZS '000 TZS '000 TZS '000
Deposit with financial Institutions 16,867,824 (88,885) 16,778,939
Investment in government securities 5,111,489 (72,841) 5,038,648
Co]"porate bonds 100,569 (! 70) 100,399
Cash and cash equivalent 1,460,839 - 1,460,839
Receivables arising from direct insurance arrangement 4,735,407 (417,617) 4,317,790
Receivable arising from reinsurance arrangements 3,360,426 (509,924) 2,850,502
Other receivables (excluding prepayments) 197,350 - 197,350
31,833,904 1,089,437y 30,744,467
Carrying Expected Net TZS
Amounts credit loss
31 December 2022 TZS 000 TZS '000 600
Deposit with financial Institutions 13,991,563 (75,227 13,916,336
Investment in government secuirities 5,065,716 (71,933 4,993,783
Corporate bonds 50,000 - 50,000
Cash and cash equivalent 971,680 - 971,680
Receivables arising from direct insurance arrangement 1,561,061 (112,628) 1,448,433
Receivable arising from reinsurance arrangements 2,844,202 (496,144 2,348,058
Other receivables (excluding prepayments) 52,488 - 52,488
24,536,710 (755,932) 23,780,778
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25. MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)
(¢}  Credit risk (Continued)

The table below provides the information regarding the credit risk exposure of the Company.

31 December 2023 Stage 1 Stage 2 Stage 3 Total
TZS*600 TZS 000 TZS 000 TZS000
Other receivable arising out of insurance
arrangements 3,900,173 - 417,617 4,317,790
Other receivable arising out of
reinsurance arrangerents 2,850,502 - 509,924 3,360,426
Government securities 4,965,807 - 72,841 5,038,648
Corporate bonds 100,229 - 170 100,399
Deposits with financial institutions 16,690,055 - 88,885 16,778,940
Staff loans 73,262 - - 73,262
Cash and bank balances 1,460,839 . - 1,460,839
30,040,867 - 1,089,437 31,130,304
31 December 2022 Stage 1 Stage 2 Stage 3 Total
TZS 000 TZS000 TZS* 000 TZS 000
Other receivable arising out of insurance
arrangements 1,335,803 - 112,628 1,448,433
Other receivable arising out of
reinsurance arrangements 1,851,914 - 496,144 2,348,038
Government securities 4,543,430 - 71,933 5,015,363
Corporate bonds 50,000 - - 50,000
Deposits with financial institutions 13,863,678 - 75,227 13,938,905
Staff loans 52,488 - - 52,488
Cash and bank balances 971,680 - - 971,680
23,068,995 - 755,932 23,824,927

The following table shows the carrying amounts of financial assets bearing credit risk excluding reinsurance
contract assets which are disclosed in note 13 respectively:

2023 2022

TZ8000 TZ5000

Deposit with finarcial Institutions 16,778,939 13,938,905
Investment in government securities 5,038,648 5,015,363
Corporate bonds 100,399 50,000
Cash and cash equivalent 1,460,839 971,680
Receivables arising from direct insurance arrangement 4,317,790 1,448,433
Receivable arising from reinsurance arrangements 3,360,426 2,348,058
Other receivables (excluding prepayments) 52,488 52,488

31,109,529 23,824,927
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25.

)

MANAGEMENT OF CAFITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Credit risk (Continued)

None of the above assets are either past due.
Credit quality analysis

i. Credit risk

Credit risks is the risk of financial loss to the company if a counterparty to a reinsurance contract or financial
instrument fail to meet its obligations and arising from the company reinsurance contract assets and investments
fixed deposits and government bonds.

Other areas where credit risk arises include cash and cash equivalents, and deposits with banks and other
receivables. The Company has no significant concentrations of credit risk. The Company structures the levels
of credit risk it accepts by placing limits on its exposure to a single counterparty, or groups of counterparties,
and to geographical and industry segments. Such risks are subject to an annual or more frequent review, Limits
on the level of credit risk by category and territory are approved quarterly by the Board of Directors.

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

Exposures to individual policyholders and groups of policyholders are collected within the on-going
monitoring of the controls associated with regulatory solvency. Where there exists significant exposure to
individual policyholders, or homogenous groups of policyholders, a financial analysis equivalent to that
conducted for reinsurers is carried out by the Company risk committee,

Credit quality analysis

The following table sets out information about credit guality of reinsurance contract assets.

Reinsurance contract assets

Based on AM best rating agency Restated
2023 2022

TZS 460’ TZS 0007

A 1,610,156 1,471,038
B+ 3,342,344 3,236,283
B 3,869,687 3,369,027
GCR Rated 6,529,221 5,941,648

15,551,408 14,017,996

As at 31 December 2023, the maximum exposure to credit risk from insurance contract is TZS 4,087MIn
(2022: TZS 4,335m) which primarily relate to claims receivable and maximum exposure to credit risk from
reinsurance contract is TZS 15.55 billion (2022: TZS 14.01 billion).
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25,

(©)

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Credit risk (Continued)

Credit quality analysis (continued)

Deposit with financial institution

B2
CCC+
CcCC

Loss allowance

Government bonds at amortized cost

B+
Loss allowance

Movement in Expected Credit losses

2023

Deposit with financial Institutions
Investment in Government securities
Corporate Bonds

Receivable arising from direet & reinsurance arrangement

2022
Deposit with financial Institutions

Investment in Government securities

Receivable arising from direct & reinsurance arrangement

76

Restated
2023 2022
TZS'000° TZS006°
4,083,970 3,905,080
11,766,714 9,886,484
308,550 200,000
16,159,234 13,991,564
(89,055 (75,227
16,070,179 13,916,337
Restated
2023 2022
TZS'000° TZS'006°
5,129,664 5,005,716
{72,841) {(71,933)
5,056,823 4,993,783
Charge
31 Dec
1 Jan 2023 for the 2023
year
TZS 000 TZS’000 TZS 000
75,227 13,658 88,885
71,933 908 72,841
- 170 170
608,772 318,768 927,540
755,932 333,504 1,089,436
52,659 22,568 75,227
50,353 21,580 71,933
905,502 (296,730) 608,772
1,008,514 (252,582} 755,932
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25. MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)
(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 risk arises when proceeds from the Company’s financial assets are not sufficient to fund the obligations
arising from insurance policies as they fall due The Company's approach to managing liquidity s to ensure,
as far as possible, that it will always have sufficient lquidity 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 Habilities 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
2023 Amount demand months months years
TZ8000 TZS’060 TZS 000 TZS 000 TZS G600

Insurance contract

liabilities 28,951,030 - 11,580,412 17,370,618 -
Payabies arising from

reinsurance

arrangements 3,875,911 - 1,550,364 2,325,547 -
Other payables 2,203,482 - 1,211,913 991,567 -
Lease liability 284,938 - - 284,938 -
35,315,361 - 14,342,691 20,972,670 -
Carrying Due on 1-3 3-12 1-5
2022 Amount demand months months years
TZS000 TZ8 000 TZS 000 TZS’000 TZS 008
Insurance contract
liabilities 26,044,469 - 18,805,728 7,238,741 -
Payables arising from
reinsurance
arrangements 2,914,749 - 2,612,956 301,793 -
Other payables 644,081 - 644,081 - -
Lease liability 298,934 . - 149,467 149,467
Bank overdraft 16,799 16,799 - -
29,919,032 - 22,079,564 7,690,001 149,467

¢}  Market risks

Market risk 1s 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 / {ssuer’s credit standing) will affect the Company’s
income ot 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,
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e}

MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Market risks (Continued)

(i) 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 Habilities 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.

Sensitivity

At 31 December 2023, 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 86.3 million
and equity by TZS 60.4 million. This is mainly attributable to the Company's exposure to interest rates on its
interest-bearing financial assets and liabilities.

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

Due Due
between between Non
On 3and 12 land § interest
2023 } demand months years bearing Total
TZS8'000 TZS000 T8 000 TZS 000 TZS000
Assets
Investments in government securities - 58,226 4,980,422 - 5,038,648
Deposits with financial institutions - 16,778,939 - - 16,778,939
Reinsures’ share of technical
provisions and reserves - 15,551,409 - - 15,551,409
Other receivables - 197,348 - - 197,348
Insurance receivables - 7,053,664 - - 7,055,664
Cash and bank balances 1,461 - - - 1,461
1,461 39,641,586 4,980,422 - 44,623,469
Liabilities
Insurance contract liabilities - 30,346,278 - - 30,346,278
Payables arising from reinsurance
aTangements - 3,875,911 - - 3,875,911
Other payables - 2,203,482 - - 2,203,482
Bank overdraft - - - - -
Lease liability - - 129,817 - 129,817
- 36,425,671 129,817 - 36,555,488
Interest sensitivity gap 1,461 3,215,915 4,850,605 - 8,067,981
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25, MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)
e) Market risks (Continued)

(i) Interest rate risk (Continued)

Due Due
between between Non
On Jand 12 land § interest
2022 demand months years bearing Total
TZS5000 TZS’ 000 TZS8'008 TZS 000 TLZS 000
Assets
Investments in government securities - - 5065716 - 5,065,716
Deposits with financial institutions - 13,991,564 - - 13,991,564
Reinsures’ share of technical
provisions and reserves - 12,522,216 - - 12,322,216
Other receivables - 52,488 - - 52,488
Insurance receivables - 4,143,791 - - 4,143,791
Cash and bank balances 871,680 - - - 971,680
971,680 30,710,059 5,065,716 - 36,747,455
Liabilities
Insurance contract iifabilities - 26,044,469 - - 26,044 46%
Payables arising from reinsurance
arrangements - 2,914,749 - - 2,914,749
Other payables - 644,081 - - 644.081
Bank overdraft - 16,799 - - 16,799
Lease liability - - 298,934 - 298,934
- 29,620,098 298,934 - 29,919,032
Interest sensitivity gap 971,680 1,089,961 4,766,782 - 6,828,423

(i) Currency risk

The Company is exposed to currency risk on settlement of reinsurance premiums to reinsurers, settlement of
claims in foreign currency, short term insurance contracts and investments that are denominated in a cwrency
other than the respective functional currency of the Company, the Tanzanian Shillings (TZS). The Company’s
strategy towards managing its foreign currency exposure is through transacting mainly using its functional

CUITENCY .

Exposure to currency risk for foreign denominated amounts in the following classes of financial instruments;
disclosure around market risk also relates to sensitivity analysis of the type of market risk —currency risk,
showing how the income profit or loss and equity would have been affected by reasonably possible changes in

the relevant risk variable at the vear-end date.
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MANAGEMENT OF CAPITAL, INSURANCE AND FINANCIAL RISK (CONTINUED)

Market risks (Continued)

(i) Currency risk (Continued)

The Company’s exposure to foreign currency risk was as follows based on notional amounts in US dollars:

2023 2022
TZS 000 TZ5600
Bank balances 432268 441,203
Deposit with financial institutions and investment in government securities 9,885,653 8,564,574
10,317,921 9,005,777
A sensitivity analysis in relation to net exposure for a 10% strengthening
of the USD against TZS
Increase/(decrease) in profit or loss 1,031,792 900,578
Increase/(decrease) in equity 722,254 630,405
The following significant exchange rates applied during the year:
Average Closing
rate rate
US Dollar 2317.36 2,302.62

(i} Weighted average effective interest rates

The following table summarizes the weighted average effective rates at the year-end on the principal interest-

bearing investments

2023

%

Government securities 12.22
Deposits with financial institutions (TZS) 9.50
Deposits with financial institutions (US$) 4.81

Capital management

2022
%
12.08
9.93
421

The Company maintains an efficient capital structure from a combination of equity shareholders’ funds which
is consistent with the Group’s risk profile and the regulatory and market requirements of its business.

During the year the return on capital employed was 38.29% (2022: 26.38%). Return on capital is defined as:
profit for the year before tax divided by total shareholders’ equity. There were no changes in the Company’s

approach to capital management during the year.
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(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
requirerments 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 2.507 billion for the year ended 31 December
2023.

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;

To safeguard 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

e 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 return to shareholders.

The Act requires an insurance Company transacting general business to have minimum paid up capital of TZ8
2.582 billion times the lesser of 1.03 and the ratio of current year to prior year Consumer Price index (CPl), i.c.,
TZS 2,582,210,000 and maintain a solvency margin, (i.e., admitted assets less tota) Habilities) of the greater of

TZS 1,254 million and 20% of net premiwms written, i.e., TZS 22,535,622,000 for the year ended 31 December
2023 (2022: TZS 15,273,344,000).

The Company’s paid up share capital at 31 December 2023 was 4,000,000,000, 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
465,523,000 as to date to the contingency reserve.

As at 31 December 2023, the Company’s total admissible assets exceeded liabilities as prescribed in the Act and

the Companying regulations by TZS 6,452,992,000 (2022: TZS 5,751,193,000) resulting in a solvency margin
surplus of TZS 1,945,868,000 (2022: TZS 2,696,526,000,000).
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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 2023 TZS' 060 TZS' 000
Total admitted assets 28,102,195
Total admitted labilities 21,649,203
Actual Solvency Margin
6,452,992
Add: Margin requirement
(The greater of TZS 1,253,595,200 or 20% of net written premium)
-Net written premium cturent period 22,535,622
-20% of net written premium 4,507,124 4,507,124
Total liabilities and minimum requirement (margin requirement) 26,156,327
Solvency Margin 1,945,868
Short term
Business
Solvency margin as at 31 December 2022 TZS' 000 TZ5'000
Total admitted assets 22,034,774
Total admitted liabilities 16,283,579
Actual solvency margin
5,751,195
Add: Margin requirement
(The greater of TZS 1,139,632,000 million or 20% of net written premium)
-Net written premium current period 15,273,344
-20% of net written premium 3,054,669 3,054,669
Total liabilities and minimum requirement (margin requirement) 19,338,248
Solvency margin 2,696,526
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27.

28.

29,

CONTINGENT LIABILITIES

There are pending tax cases in which the Company is contesting various notices of settlement of objection from
Tanzania Revenue Authority for the years 2016 to 2018. As at 31 December 2023, the principal amount of tax
in dispute and which depends on the outcome of these cases is TZS 396 million. The directors believe that
there is high probability of the Company not being liable for payment of this sum such that ruling witl be made

in favour of the Company.
CAPITAL COMMITMENTS

The directors also confirm that there are no commitments involving the Company as at the date of this report.

ULTIMATE PARENT COMPANY

The ultimate parent company of Mayfair Insurance Company Tanzania Limited is Mayfair Insurance Company
Kenya Limited.

SUBSEQUENT EVENTS
At the date of signing the financial statements, the Directors are not aware of any other matter or circumstance

arising since the end of the financial year, not otherwise dealt with in these financial statements, which
significantly affect the financial position of the Company and results of its operations.
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