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Directors' Report
Jfor the year ended 31 December, 2014

The Directors are pleased 1o submit to the Members of the Company their 7th Annual Report together with the audited financial
statements for the year ended 31 December, 2014

LEGAL FORM AND PRINCIPAL ACTIVITIES

The Company was incorporated as a private limited company on January 16, 2008,

The Company is principally engaged in the provision of various classes of insurance such as general purpose accident. motor and
tire. The Company also transacts insurance business for oil and gas. maring and other special risks.

RESULTS FOR THE YEAR

The highlights of the Company’s operating results for the vear ended 31 December. 2014 are as follows:

For the year ended 31 December 20014 2014 2013
N'OOG NO60

Gross written premium 6,719,311 6,733,550
Profit before taxation 159,413 539520
Income taxes {57.116) 110.033
Minimum tax {45,188) (37.975)
Profit after taxation 57.109 611,578
Transfer to contingency reserve (201,579) (202.007)
Net transfer to revenue reserve (144.470) 409,571
Earnings per share - basic and diluted (kobo) 1.52 16.46

DIRECTORS AND DIRECTORS® INTEREST AND SHAREHOLDING

A Board of 6 (six) Directors determined the general policy of the Company in the vear under review

‘The Directors of the Company who held office during the year were as follows:

Mr. Chike Mokwunye - Chairman

Alhaii Auwalu Muktari - Vice Chairman
Chief Gilbert Temisan Grant - Director

Mr. Donald Nosiri - Director

Mr, Mukesh Malhotra* - Director

Mr. Richard (lutayo Borokini - Managing Director

Resignation, Appointment and Re-appointment of Directors:
*Mr. Mukesh Malhotra resigned as a director of the company with effect from October, 2014.
I'he Directors did not have any interest in the issued share capital of the company.

‘The Directors do not have any interest in contracts with the Company during the year.
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SHARE CAPITAL AND SHAREHOLDING

Authorized Share Capital

I'he authorized share capital of the Company is 33.000.000.000 (2013:%3.716.666.600) madc up of 5.000.000.000 (2013:
3.716.666.660) ordinary shares of ®1.00 cach.

Catled Up, Issued and Fully Paid Share Capital

The issued and paid-up share capital of the Company currently is 34.300.666.606 (2013 N3.716.666.666) made up of
4.366.660.666 (2013: 3.716,666.666) Ordinary Shares of N1.00 cach. An analysis of the sharcholding interest in the issucd share
capital of the Company is disclosed below:

2014 2014 2013 2013
No. of Ordinary No, of Ordinary
Shares % Holding Shares % Holding
Roval Exchange Pl 4.366.666.665 99.9% 3.716.666.663 949.9%
Mr. K.E, Odogwu 1 0.1% 1 0.1%
Total 4.366.6606.666 100%% 3.716.666.666 100%

FROPERTY AND EQUIPMENT
Information relating to changes in property and cquipment during the vear is shown in Note 10 to the finangial statements. In the
opinion of the Directors. the fair value of the Company s properties is not less than the value shown in the accounts,

DONATIONS
The Company made a total denation of N1.370.000 (2013:N3.392.000) to dilTerent organisations during the year.

EVENTS AFTER REPORTING DATE
There are no other events after the end ot the reporting period which could have a material effect on the financial statements of the
Company which have not been recognised and/or disclosed.

AGENTS, BROKERS AND INTERMEDIARIES
The Company maintains a network of licensed agents throughout the country. The Company alse renders services 1o its
customers through a varied network of brokers licensed by the National Insurance Commission.

EMPLOYERS INVGOLVEMENT, TRAINING AND WELFARE

Employment of Physically Challenged Persons
It is the policy of the Company that there will be ne discrimination in the consideration of all applications for employment. As at
December 31, 2014 (2013: nil), there was no disabled person emploved by the Company.

Health and Safety ar Work and Welfare of Employees

The Company is concerned about the health. safety and welfare of its emplovees as well as safery of all visitors. The Company
provides medical services 1o its stall through health insurance with a registered Health Management QOrganization.

Involvement and Consultation

The Company’s consuitation machinery was fully used in the year 1o disseminate management policics and cneourage the
cployees” involvement in its affairs.

{raining

The Company recognizes that the acquisition of knowledge is constant. The Company recognizes also that 1o fosler commitment its
employees need to hone their awarcness of factors, economic. financial or otherwise. that affeets its growth. To this end, the
Company, in the exceution of its training programs encourages and provides the opportunity for its staff to develop and enhance their
skill awareness and horizon.

(9}
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10 AUDITORS

The Auditors, KPMG Professional Services have indicated their willingness to continue in office as auditors in accordance with
Section 357(2) ot the Companies and Allied Matters Act of Nigeria.

11 COMPLIANCE WITH THE CODE OF BEST PRACTICES ON CORPORATE GOVERNANCE

‘The Directors cenfirm that they have reviewed the structure and activities of the Company in view of the Code of Best Practices
on Corporate Governance for the Insurance Industrv in Nigeria published in February, 2009, The Directors confirm that the
Company has substantially complied with the provisions of the Code of Best Practices on Corporate Governance with regards to
matters stated therein concerning the Board of Directors. the Sharcholders and the Audit Committee.

BY ORDER QF THE BOARD

q
g

 Sheila Fzeuko
Company Secretary
Lagos. Nigeria.
FRC/2Z013/NBAQNOCO0004059
26 March 2015
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Statement of Directors’ responsibilities in relation to the financial statements for the year ended 31 December
2014

“-2 Directors accept responsibility for the preparation of the annual financial statements set out on pages 8 to 87 that give a true
- view in accordance with International Financial Reporting Standards (IFRS) and in the manner required by the Companies

~2nts that are free from material misstatement whether due to fraud or error.

T Directors have made an assessment of the Company’'s ability to continue as a going concern and have no reason to believe the
 ompany will not remain a going concern in the year ahead.

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS;

w O_')\)i\‘;\—\’ ~—
Chike Mokwuny % Olutayo Borokini

Chairman Managing Director
TFRC2013/I01N/00000004071) (FRC/2012/CIIN/QO0000000594 )
26 March 2015 26 March 2013
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INDEPENDENT AUDITOR'S REPORT
l'o the Members of Royal Exchange General Insurance Company Limited:

Report on the Financial Statements

We have audited the accompanying individual financial statements of Royal Exchange General Insurance Company
Limited ("the Company"). which comprise the statements of financial position as at 31 December. 2014, and the
statements of profit or loss and other comprehensive income. statements of changes in equity, and statement of cash flows
tor the vear then ended. and a summary of significant accounting policies and other explanatory information. as set out on
pages 8 (o 83,

Directors' Responsibility for the Financial Statements

I'he dircctors are responsible for the preparation of financial statements that give a true and fair view in accordance with
International Financial Reporting Standards and in the manner required by the Companies and Allied Matters Act of
Nigeria. the Financial Reporting Council of Nigeria Act, 2011, the Insurance Act ol Nigeria 2003, rclevant National
Insurance Commission of Nigeria ("NAICOM") circulars and for such internal control as management determine is
neeessary to enable the preparation of financial statements that are free from material misstatement. whether due to fraud
Qr crror,

Auwditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Thosce standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance whether the financial statements arce {ree from materiat
misstalement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. but net for the purpose of expressing an opinion on the
elfectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonablencss of accounting estimates made by the directors, as well as evaluating the overall presentation
of the financial statements.

W believe that the audit evidence we have obtained is sufticient and appropriate to provide a basis [or our audit opinion.




Opinion

In our opinion. these financial statements give a true and tair view of the financial position of Royal Exchange General
Insurance Company Limited {“the Company™) as at 31 December, 2004, and of the Company’s financial performance
and cash flows tor the vear then ended in accordance with the International Financial Reporting Standards, and in the
manner required by the Companics and Allied Matters Act of Nigeria. the Financial Reporting Council of Nigeria Act
2011, the Insurance Act of Nigeria 2003 and relevant National Insurance Commission of Nigeria (NAICOM) guidelines
and circulars.

Report on Other Legal and Regulatory Requirements

Compliance with the Requirements of Schedule 6 of the Companics and Allied Matters et of Nigeria

In our opinion, proper books of account have been kept by the Company. so far as appears from our examination of those
books and the Company's statement of financial position and statement of profit or Joss and other comprehensive income
are tn agreement with the books of account.

Compliance with the requirements of National Inswrance Commission of Nigeria Guidelines

Che Company paid penalties in respeet of contraventions of the requirement of certain scetions of the National Insurance
Commission of Nigeria's Operational Guidelines 2011 during the financial vear. The details of these contraventions and
penaltics paid are disctosed in note 42 to the financial statements,

Signed:
. . L . INSTITUTE OF CHARTER! g
o Sy

ACCOUNTANTS OF NIG|

Akinvemi J. Ashade. ACA
FRC/2013/ICAN/Q0000000786
For: KPMG Professional Services

Chartered Accountants
26 March 2015
Lagos. Nigeria
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1 Reporting Entity
Royal Exchange General Insurance Company Limited is a private Hmited liability company registered in Nigeria by the Corporate Affairs
Commission with registration number 725727 and registered office at New Africa House. 31 Marina, Lagos. It was licensed 1o transact
general insurance business by the National Insurance Commission (NAICOM) on fuly. 9th 2008,
lts principal activitics include general insurance underwriting, claims payment and investments. These services. supporied by outstanding
customer service, are primarily undertaken in Nigeria.
The Company. which is a wholly owned subsidiary of Royal Exchange Ple.. has issued and fully paid share capital of
4.366.666.666 ordinary shares of N1 each.
2 Basis of preparation
(a} Statement of compliance with International Financial Reporting Standards
International  Financial Reporting Standards {IIFRS) issued by the International Accounting Standards Board (1ASB). The financial
statements comply with the Companics and Allied Matters Act of Nigeria, the Financial Reporting Council of Nigeria Act.201 1. the

I'hese financial statements for the year ended 31 December 2014 have been prepared in accordance with, and comply with the,
Insurance Act of Nigeria 2003 and refevant National Insurance Commission of Nigeria { "NAICOM™) ¢irculars.

{b) Functional and presentation currency
l'he financial statement is presented in Naira. which is the Company's functional currency, Financial information presented in Naira has
been rounded to the nearest thousands except where indicated.

(¢} Basis of measurement

The financial statements have been prepared on a historical cost basis except for the follow ing:
(i) Carried at fair value:

» financial instruments at fair value through profit or loss:

* available-tor-sale financial assets;

* investment properties.

(i)  Carried at a different measurement basis
= Retirement benefit obligations are measured in terms of the projected unit credit method;

(d) Reporting period
The financial statements have been prepared for a 12 menth period.

(e) LUse of estimates and judgment
In preparing these financial statements. management has made judgements. estimates and assumplions that affect the application of the
Company’s accounting policies and the reported amounts of assets. liabilities. income and expenses. Actual results may ditfer from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recogrised prospectively.
F

Information about significant arcas of estimation uncertaintics and critical Judgements in applying accounting policics that have the most
significant cffect on the amounts recognised in the financial statements are disclosed in Note 4.

—
—
-
—
—
—
—
—
-
_
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Regulatory authority and Financial Reporting:
The Company is regulated by the National Insurance Commission of Nigeria under the National Insurance Act of Nigeria. The Act
specifies certain provisions which have impact on financial reporting as follows:

iy section 20 (1a) provides that provisions for unexpired risks shall be calculated on a time apportionment basis of the risks accepted in the
vear:

i} section 2} (1b) requires provision for outstanding claims to be credited with an amount equal to the total estimated amount of all
cutstanding claims with a further amount representing 10 per centum of the estimated figure for outstanding claims in respect of claims
incurred but not reported at the end of the vear under review;

ii) sections 21 (1a) and 22 (1b) require mainienance of contingency reserves for general and life businesses respectively at specified rates
as set out under note 23 to the financial statements to cover fluctuations in securities and variation in statistical estimates;

WY secthion 24 recuites the mamtenance of & margin of aplvency 5o he calonlated in accordance with the Act

T'he Financial Reporting Council Act, 2011 (FRC Act} provides that in the matters of financial reporting if there is any inconsistency
berween the FRC Act and of other Act or law, the FRC Act shall supercede the other Act or law.

The FRC Act provides that IFRS shall be the national financial reporting framework in Nigeria. Consequently, the following provision of
the National Insurance Act, 2003 which conflicts with the provisions of IFRS have not been adopted:

i¥ the requirement to provide 10 per cent for outstanding ¢laims in respect of claims incurred but not reported at the end of the year under
review under section 20 (1b);

Changes in accounting policies

Except for the changes below. the Company has consistently applied the accounting policies set out in note 3 to all periods presented in
these financial statements.

The Company has adopted the following new standards and amendments to standards including any consequential amendments 1o

other standards, with the date of application of 1 January 2014. Neither of these amendments has a material impact on these financial
statements.

Offsetting financial assets and financial Liabilities - Amendments to IAS 32

Amendments to IAS 32 “Financial instruments: Presentation”™ clarify the meaning of “currently has a legally cnforceable right to sct-off®
and the criteria for non-simultaneous scttlement mechanisms of clearing houses to qualify for offsetting.

Investment Entities (Amendments to [FRS 10, IFRS 12 and 48 27)

The amendments provide "investment entities' (as defined) an exemption from the consolidation of particular subsidiaries and instead
require thal an investment entity measure the investment in each eligible subsidiary at fair value through profit or loss in accordance with
TFRS 9 Financial [nstruments or IAS 39 Financial Instruments: Recognition and Measurement. The amendments also require additional
disclosure about why the entity is considered an investment cntity, details of the entity's unconsolidated subsidiaries, and the nature of
relationship and certain transactions between the investment entity and its subsidiaries.

Further, an investment entity will be required to account for its investment in a relevant subsidiary in the same way in its consolidated and
separate financial statements (or to only provide separate financial statements if all subsidiaries arc unconsolidated).
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Recoverable amount disclosures for non-financial assets — Amendments to IAS 36

These amendments remove the unintended consequences of [FRS 13 Fair Value Measurement on the disclosures required under IAS 36
Impairment of Assets. In addition. these amendments require disclosure of the recoverable amounts for the assets or cash-generating units
(CGUs) for which an impairment loss has been recognised or reversed during the period.

IFRIC 21 Levies

IFRIC 21 is effective for annual periods beginning on or after | January 2014 and is applied retrospectively. It is applicable to all levies
imposed by governments under legislation, other than outflows that are within the scope of other standards (e.g., IAS 12 Income Taxes)
and fines or other penalties for breaches of legislation.

The interpretation clarifies that an entity recognises a liability for a levy no earlier than when the activity that triggers payment, as
identified by the relevant legislation, occurs. It also clarifies that a levy liability is accrued progressively only if the activity that triggers
payment occurs over a period of time, in accordance with the relevant legislation. For a levy that is triggered upon reaching a minimum
threshold, no liability is recognised before the specified minimum threshold is reached. The interpretation requires these same principles to
be applied in interim financiai statements.

Standards and interpretations not yet effective for a 31 December 2014 year-end

Effective for the financial year commencing I January 2015

Defined Benefit Plans: Employee Contributions (Amendments to IAS 19)

The amendments introduce relief that will reduce the complexity and burden of accounting for certain contributions from employees or
third parties. Such contributions are eligible for practical expedient if they are:

» Set out in the formal terms of the plan;

« Linked to service; and

+ Independent of the number of years of service.

The Company is currently in the process of performing more detailed assessment of the impact of this standard on the Company and will
provide more information in the vear ending 31 December 2015 financial statement.

Effective for the financial year commencing 1 January 2016
IFRS 14 Reguiatory Deferral Accounts

IFRS 14 provides guidance on accounting for regulatory deferral account balances by first-time adopters of IFRS. To apply this standard,
the entity has to be rate-regulated i.e. the establishment of prices that can be charged to its customers for goods and services is subject to
oversight and/or approval by an authorised body.

This standard has no impact on the Company as it does not fall under the category of entities to apply this standard since it is not a first
time adopter of IFRS or a rate regulated entity,

Accounting for Acquisitions of Interests in Joint Operations (Amendments to IFRS 11)

The amendments require business combination accounting to be applied to acquisitions of interests in a joint operation that constitutes a
business.

Business combination accounting also applies to the acquisition of additional interests in a joint operation while the joint operator retains
Joint control. The additional interest acquired will be measured at fair vaiue. The previously held interest in the joint operation will not be
remeasured. As a consequence of these amendments, the company will end its accounting policy with effect from 1 July 2016 for
acquisitions of interests in a joint operation.

The amendments which will apply prospectively has no impact on the financial statements of statements of the Company,
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Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to [AS 16 and IAS 38)

The amendments to IAS 16 Properties,Plant and Equipment explicitly state that revenue-based methods of depreciation cannot be used for
property. Plant and equipment.

The amendments to IAS 38 Intangible Assets introduce a rebuttable presumption that the use of revenue-based amortisation methods for
intangible assets is inappropriate.

The presumption can be overcome only when revenue and the consumption of the economic benefits of the intangible asset are *highly
correlated; or when the intangible asset is expressed as a measure of revenue.

The company does not apply the revenuc based ammortjsation method for it's intangible assets. Therefore, this amendments has no impact
on the Company,

Agriculture: Bearer Plants (Amendments to IAS 16 and [AS 41)

The amendments to 1AS 16 and 1AS 41 inciude bearer plants in the scope of TAS 16 Property, Plant and Equipment, because their
operation is similar to that of manufacturing. Agriculture requires all biological asscts retated to agricultural activity to be measured at fair
value less costs to sell.

This ammendment has no impact on the Company as there are no agriculture assets owned by the Company or plans to invest in
agriculture.

Effective for the financial year commencing I January 2017

IFRS 15 Revenue from contracts with customers

This standard replaces IAS 11 Construetion Contracts, 1AS 18 Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements
for the Construction of Real Estatc, IFRIC 18 Transfer of Assets from Customers and SIC-31 Revenue-Barter of Transactions involving
Advertising Services.

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

This new standard will most likely have a significant impact on the Company, which will include a possible change in the timing of when
revenue is recognised and the amount of revenue recognised. The Company is currently in the process of performing more detailed
assessment of the impact of this standard on the Company and will provide more information in the vear ending 31 December 2015
financial statement.

The Company will adopt the amendments for the year ending 31 December 2017.

Effective for the financial year commencing I January 2018

{FRS 9Financial Instruments

On 24 July 2014, the IASB issued the final IFRS 9 Financial Instruments Standard, which replaces earlier versions of IFRS 9 and
completes the IASB's project 1o replace [AS 39 Financial Instruments: Recognitinn and Measurement.

This standard will have a significant impact on the company, which will include changes in the mcasurement bases of the Company's
financial assets to amortised cost, fair value through other comprehensive income or fair value through profit or loss. Even though these
measurement categories are similar to 1AS 39, the criteria for classification into these categories are significantly different In addition, the
IFRS 9 impairment model has been changed from an “incurred loss" model from 1AS 39 to an "expected credit loss” model which is
cxpected to ingrease the provision of bad debts recognised in the company.

The amendments apply retrospectively. The Company will adopt the amendments for the year ending 31 December 2018

11
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3 Summary of Significant Accounting Policies
Fxcept for the changes explained in Note 2(g) above. the Company consistently applied the following accounting policies to the periods
presented in the financial statements

{a) Foreign currency transactions
Foreign curreney transactions (i.c. transactions denominated. or that require settlement. in a currency other than the functional currency)
arc translated inlo the [unclional currency using the exchange rates prevailing at the dates of the transactions or valuation where ilems are
re-measured (i.e. spot exchange rate).

Monetary assets and liabilities denominated in foreign currency are translated into the functional currency with the closing rate (spot
exchange rate) as at the reporting date. The foreign currency gain or loss on monetary items is the difference between the amortised cost in
the functional currency at the beginning of the vear, adjusted for cffective interest and payments during the year and the amortised cost in
the forcign currcncy translated at the spot exchange rate at the end of the vear

Non-monetary items measured at historical cost denominated in a foreign cusrency are translated with the spot exchange rate as at the date
of initial recognition. Non-monetary items in a foreign currency that are measured at fair value are translated using the exchange rates at
the date when the fair value was determined. Foreign exchange gains and losses resulting from the settlement of foreign currcncy
transactions and from the translation at vear-end exchange rates of monetary assets and liabilitics denominated in forcign currenciecs are
recognised in the profit or loss.

In the casc of changes in the fair value of monctary assets denominated in foreign currency classified as available-for-sale, a distinction is
madc between translation differences resulting from changes in amortised cost of the security and other changes in the carrving amount of
the sccurity. Translation differences related to changes in the amortised cost are recognised in profit or loss, and other changes in the
carrying amount, except impairment. are recognised in other comprehensive income. Translation differences on non-monetary financial
instruments. such as equities held at fair value through profit or loss, are reported as part of the fair value gain or loss. Translation
differences on non-monetary financial instruments, such as equities classified as available-for-sale financial assets, are included in other
comprehensive income.

(b} Cash and Cash Equivalents
Cash comprises cash in hand. and demand deposits. Cash equivalents are short-term highly liquid investments that are readily convertible
to known amounts of cash and that are subject to insignificant risk of changes in their fair value, Cash equivalents comprise investments
with original maturitics of three months or less and used by the Company to manage its short - term commitments,

Cash and cash equivalents are carried at amortised cost in the statement of financial position.

For the purpose of the statcment of cash flows, cash and cash equivalents are net of outstanding overdrafts.

{¢) Finanmcial Instruments

{i) Classification of Financial Assets
The classification of the Company’s financial assets depends on the nature and purpose of the financial assets and are determined at the
time of initial recognition. The financial assets have been recognised in the statement of financial position and measured in accordance
wilh their assigned classifications.

The Company classifies its financial assets into the following categorics:
« tinancial assets at fair value through profit or loss (FVTPL).

« Available-for-sale' (AFS) financial assets, and

* l.oans and receivables.

The Company’s financial labilitics arc classilicd as other financial babilities. They include: investment contract liabilities, trade and
other pavables.
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Financial Assets wi Fair Yalve through Profit or Loss (FVIPL)
l'inancial instruments are classificd at FVTPL when the financial instrument is either held {or trading or it is designated as at FVTPL..
Financial instruments at FVTPL are stated at fair value.

Avaitable-for-sale financial assets (AFS)
Available-for-sale financial instruments are non-derivatives that are either designated as AFS or are not classified as:

{a) loans and reccivables:
(b} held-to-maturity investments: or
(c) financial asscts at fair value through profit or loss.

Listed redeemable notes held by the Company that are traded in an active market are classified as AFS and are stated at fair value at
the end of cach reporting period. The Company also has investments in unlisted shares that are not traded in an active market but that
are also classified as AFS financial assets.

Loans and receivables
Loans and reccivables are non-derivative financial assets with tixed or determinable payments that arc not quoted in an active market.
Loans and reccivables are measured at amortized cost using the effective interest method, less any impairment.

Initial recognition and measurement

All financial instruments are initially recognized at fair value, which includes directly attributable transaction costs for financial
instruments not classified as at fair value through profit and loss.

Subsequent measurement
Subsequent to intial recognition. financial assets are measured either at fair value or amortised cost. depending on their categorization:

Financial Assets ar Fair Value through Projit or Loss (FVTPL)

Financial assets at FVTPL. are stated at fair value, Any gains or losses arising on re-measurement are recognized in the statement of profit
or loss in the period in which they arise. The net pain or loss recognized in the statement of profit or loss incorporates any dividend or
inlerest earned on the financial asset and is included in the “investment income' line item in the company's profit or loss statement.

Available-for-sale financial assets (AFS)

Available-for-sale financial assets are carried at fair value, with the exception of investments in cquity instruments where fair value cannot
be reliably determined, which are carried at cost. The fair values for quoted instruments are determined by refercnee to regulated exchange
quoted ruling prices. IF' quoted market prices are not available. reference is also made to readily and regularly available broker or dealer
price quotations.

The fair values of unquoted equities and other instruments for which there is no active market. are established using valuation technigues.
These include the use of recent arm’s length transactions, reference to the current market value of other instruments that are
substantially the same and discounted cash Mow analysis. Where the fair value of financial asscts is determined using discounted
cash flow techniques. estimated future cash flows are based on management's best estimates and the discount rate used is 4 market related
rate for a similar instrument.

Available for sale equity instruments for which fair value cannet be reliably determined are carried at cost less impairment allowance. if
any. Impairment losses arc recognised in profit or loss and reflected in an allowance account in the siatement of financial position.

Changes in the fair value of available-for-sale financial assets are recognized in the statement of other comprchensive income as a
separate component of equity under the heading of AFS reserves.

When an AL'S carricd at fair value is disposed of. the cumulative gain or loss previously accumulated in the AFS reserve is reclassified to
profit or loss and gains or lesses vn disposal recogniscd.

Dividends on AFS equity instruments are recognized in profit or Joss when the Company's right to receive the dividends is established.
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Loans and receivahles
Loans and receivables on the statement of {inancial position comprise mortgage loans. unlisted debt securities and other receivables.

Loans and receivabics. afier initial measurement, are measured at amorttized cost, using the effective interest rate method less any
impairment (i any). Amortized cost is calculated by taking into account any discount or premium on acquisition and fee or costs that are
an integral part of the effective interest rate.

Loans granted at below market rates are fair valued by reference to expected future cash flows and current market interest rates for
instruments in a comparable or similar risk class and the difference between the historical cost and fair value is accounted for as employee
benefits under staft costs.

Interest on loans and receivables are included in profit or loss and reported as “other operating income™.

When the assel is impaired, impairment Josses are recognised in profis or loss and reflected in an allowance account against loans and
receivables. Interest on the impaired assets continues to be recognised through the unwinding of the discount. IT an event occurring after
the impairment was recognised causes the amount of impairment loss 1o decrease, then the decrease in impairment loss is reversed through
profit or loss.

Financial liabilities
Subsequent to initial recognition, financial liabilities designated at [air valuc through profit or lass are measured at fair value while other
{inancial liabilities are measured at amortised cost.

Fair value measurement

Fair valuc' is the priee that would be reccived to seil an asset or paid to transfer a liability 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.

When available, the Company measures the fair value of an instrument using the quoted price in an active market for that instrument. A
market is regarded as active il transactions for the asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis.

I 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 unobscrvable inputs. The chosen valuation fechnique incorporates all of the factors that market participants
would take inte account in pricing a transaction

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price - i.e. the fair value of the
consideration given or received. 1f the Company determines that the fair value at initial recogaition dilfers 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 @ valuation
technique that uses only data from observable markets, then the financial instrument is initially measured at fair value. adjusted to defer
the difference between the fair value at initial recognition and the transaction price. Subsequently, that difference is recognised in prefit 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.

1f an asset or liability measured at fair value has a bid price and an ask price. then the Company measures the assets and long positions al a
bid price and labilitics and short positions at an ask price.

Portfolios of financial assets and financial liabilities that arc exposed to market risk and credit risk that ar¢ managed by the Company on
the basis of a price that would be received to sell a net long position (or paid to transfer a net short position) for a particular risk exposure,
Those portfolio-level adjustments are allocated to the individual assets and liabilities on the basis of the relative risk adjustment of each of
the individual instruments in the portfolio.

The Company recognises transfers between levels of the fair value heirachy as of the end of the reporting pertod during which the change
has oceurred.
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Impairment of financial assets

The Company assesses its financial assets. other than those at FVTPL. for indicators of impairment at the end of each reporting period.
Financial assets are considered 10 be impaired when there is objective evidence that. as a result of one or mare events that occurred atter
the initial recognition of the finaneial assct. the estimated future cash flows of the investment have been affected.

For Available-for-sale (AFS) equity investments. a significant or prolonged decline in the fair value of the security below its cost is
considered to be objective evidence ol impairment.

Objective evidence that a financial asset or group of financial assets is impairment could include:

«  Significant financial difficuhty of the issuer or counter party:

= DBreach of contract. such as a default or delinquency in interest or principal payments:

« It becoming probable that the borrower will enter bankruptey or other financial re-organization:
= The disappearance of an active markel for that financial asset because of financial difficulties.

Loans and receivables

For loans and receivables, the amount of the impairment loss recognized is the difference between the assel's carrying amount and the
present value of estimated future cash flows. discounted at the financial assct's original cffective interest rate. [ in a subsequent period the
amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized. the previously recognized impairment loss is reversed through profit or foss to the extent that the carrying amount of the
investment at the date the tmpairment is reversed does not exceed what the amortized cost would have been had the impairment not been
recognized.

Available-for-sale financial assets (AFSi

When an available-for-sale financial asset is considered to be impaired. cumulative gains or losses previously recognized in other
comprehensive income are reclassitied to profit or loss in the period. In respeet ot available-for-sale equity securities, impairment losses
previously recognized in profit or loss are not reversed through profit or loss. Any increase in fair value subscquent o an impairment is
recognized in other comprehensive income and accumulated under the heading of investments revaluation reserve.

In respect of AFS debt sccurities, impairment losses are subsequently reversed through protit or loss if an increase in the tair value of the
investment can be objectively related to an event occurring afier the recognition of the impairment loss,

De-recognition of financial assets

The Company derccognizes a financial assct only when the contractual rights to the cash flows [rom the asset expires. or when it transters
the financial assct and substantially all the risks and rewards of ownership of the asset 10 another entity. If the Company neither transfers
nor retains substantially all the risks and rewards of ownership and continues to control the transterred asset. the Company recognizes its
retained interest in the asset and an associated liability for amounts it may have to pay, [f the Company retains substantiaily all the risks
and rewards of ownership of a transferred financial asset. The Company continues 1o recognize  the  financial asset and  financial
liabtlity separately.

On de-recognition of a financial asset in its entirety. the difference between the asset's carrving amount and the sum of the consideration
received and receivable and the cumulative gain or loss that had been recognized in other comprehensive income and accumulated in
equity is recognized in profit or loss,
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On de-recognition of a financial assct other than in its entirety (e.g. when the Company retains an option to repurchase part of a
transterred asset), the Company allocates the previous carrying amount of the financial asset between the part it continues to
recognize under continuing involvement. and the part it no longer recognizes on the basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying amount allocated to the part that is no longer recognized and the sum of the
consideration received for the part no longer recognized and any cumulative gain or loss allocated to it that had been
recognized in other comprehensive income is recognized in profit or loss. A cumulative gain or loss that had been recognized in
uther comprehensive income is allocated between the part that continues to  be recognized and the part that is no longer recognized
on the basis of the relative fair values of those parts,

Impairment of other non-financial assets

At the end of each reporting period, the Company reviews the carrving amounts of its non-financial assets { other than deferred tax assets
and investment property) to determine whether there is any indication of impairment. If any such indication exists. the recoverable amount
of the assct is cstimated in order to determine the extent of impairment loss (if any). When it is not possible to estimate the recoverable
amount of an individual assct. the Company estimates the recoverable amount of the cash-generating unit to which the asset belongs.
When a reasonable and consistent basis of atlocation can be identificd, corporate asseis are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest Company of cash-gencrating units for which a reasonable and consistent allocation
basis can be identified.

Imangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment at least annually. and
whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. [n assessing value in usc. the estimated futute cash flows
are discounted Lo their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount. the carrying amount of
the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognized immediately in profit
or loss. unless the relevant asset is carried at a revalued amount. in which case the impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrving amount of the asset (or a cash-generating unit) is increased to the
revised estimate of its rccoverable amount. but so that the increased carrving amount does not exceed the carrying amount that wouid
have heen determined had no impairment loss been recognized for the asset (or cash-generating unity in prior vears., A reversal of an
impairment loss is recognived immediately in profit or loss, unless the relevant asset is carried at a revalued amount. in which case
the reversal ofthe impairment loss is treated  as a revaluation increase.

Trade recievables

Trade receivables arising under insurance contracts are recognized when due. These include premium due *rom agents, brokers. co-
insurers and insurance contract holders for which credit notes issued are within 31days. in conformity with the “NO PREMIUM NGO
COVER™ policy. Trade receivables are stated at cost less impairment.

An impairment is established when there is objective evidence that, as a result of one or more events that occurred after the initial
recognition, the estimated future cash flows have been impaired. The carrying amount of the financial asset is reduced by the impairment

lass through the usc of an allowance account and recognized as impairment loss in income statement.

Uhe Company”s allewance for impairment is based on the incurred loss model for cach customer. The probability of default and the age
of the debts are also taken into account in arriving at the impairment amount.

When a trade receivable is considered uncollectible. it is written off against the impairment allowance account,
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Reinsurance Assets

The Company cedes reinsurance in the normal course of business in order to limit its net loss potential for losses arising from certaiv
exposures. The cost of reinsurance related 1o long-term contracts is accounted for over the life of the underlying reinsured policies. using
assumptions consistent with those used to account for these policies. However, reinsurance arrangements do not relieve the
Company from its direct obligations to its policyholders.

Reinsurance asseis include balances due from various reinsurance companies for ceded insurance contracts. Amounts recoverable from
reinsurers are estimated in a manner consistent with the underlying reinsurance contract.

Reinsurance asscts arc assessed for impairment at cach reporting date. [f there is reliable objective evidence that a reinsurance asset is
impaired as a result of an event that occurred after initial recognition of the reinsurance asset. that the Company may not receive all
amounts due to it under the terms of the contract and the event has a reliably measurable impact on the amounts that the Company will
receive from the reinsurer.

The Company gathers the objective evidence that a reinsurance asset is impaired using the same process adopted for financial assets held
at amorlised cost. The impairement loss is caleulated following the same method used for financial assets.

The Company has the right to set off reinsurance payables against amounts due from reinsurers and co-assurers in line with the agreed
arrangement between both parties.

Deferred acquisition costs

The incremental costs directly attributable to the acquisition of new business which had not expired at the reporting date, are deferred by
recognizing an asset. For non-lifc insurance contracts, acquisition costs include both incremental acquisition costs and other indirect costs
of acquiring and processing new businesses.

Deferred acguisition costs are amortised in the income statement systematically over the life of the contracts at each reporting date.

Other Receivables and Prepayments

Other receivables balances include dividend receiveable, intercompany balances. accrued rental income and security holding trust account.
The Company has an internal system of assessing the credit quality of other receivables through establised policies and approval systems.
The Company constantly monitors its exposure to thier receivables via periodic review.

Prepayment are essentially prepaid rents and staff upfront payments. Other receivables and prepayments are carricd at ammortised cost
less accumulated impairment losses,

Investment in associates (equity-accounted investees)

Associates are those enlities in which the Company has significant influence. but not conirol, over the financial and operating policies.
Significant influence is primarily presumed to exist when the Company holds between 20% and 50% of the voting power of another entity.
llowever, where other factors are involved, these are taken into consideration in exerciging judgment.

Investments in associates are accounted for using the equity method of accounting. Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased or decreased to recognise the investor's share of the profit or loss of the investee
afier the date of acquisition. 1f the ownership intercst in an assoctate is reduced but significant influence is retained, only a proportionate
share of the amounts proviously recognised in other comprehensive ingome is reclassitied to profit or loss where appropriate

The Company does not equity account for associates that meet all the exemption criteria as specified by IFRS as follows:

-The entity is whotly-owned subsidiary, or is a partially-owned subsidiary of another entity and its other owners, including those not
otherwise entitled to vote, have been informed about. and do not object to, the 2ntity not applying the equity method.

- The entity’s debt or equity instruments are not traded in a public market (a domestic or forcign stock exchange or an over-the-counter
market. including local and regional markets):

- The entity did noet file, nor is it in the process of filing, its financial statements with a sccurities commission or other regulatory
organisation, for the purpose of issuing any class of instruments in a public market.

- The ultimate or any intermediate parent of the entity produces consolidated financial statements available for public use that comply
with [FRSs.
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The Company’s share of post-acquisition profit or loss is recognised in the income statement; its share of post-acquisition movements in
other comprchensive income is recognised in other comprehensive income, with a corresponding adjustment 1o the amount of the
investment. When the Company’s share of losses in an associate equals or exceeds its interest in the associate. including any other
unsecured receivables, the Company does not recognise further losses, unless it has incurred fegal or constructive obligations or made
paymenis on behalf of the associate.

The Company determines at each reporting date whether there is any objective evidence that the investment in the associate is impaired. If
this is the case, the Company calculates the amount of impairment as the difference between the recoverable amount of the associate and
its carrying value, and recognises the amount of profit/ (loss) of an associate’ in the income statement.

Investment Properties
Investment properties are properties held for long-term rental yields or for capital appreciation (including property under construction for
such purposes) or for both purposes, but not for sale in the ordinary course of business.

Recognition and measurement

Recognition of investment properties takes place only when it is probable that the future economic benefits that are associated with the
investment property will flow to the entity and the cost can be measured reliably.

Investment properties are measured initially at cost, including all transaction costs.

Subsequent to initial recognition, investment properties are measured at fair value, which reflects market conditions at the reporting date.
Gains or losses arising from changes in the fair value of investment propertics are included in the statement of profit or loss in the period
in which they arise. Fair values are evaluated and assessed annually by a Financial Reporting Couneil’s aceredited external valuer.

De-recogrition

An investment property is derecognized upon disposal or when the investment property is permanently withdrawn from use and no future
economic benefits are expected from the disposal. Any gain or loss arising on de-recognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is recognized in the income statement in the period of de-
recognition.

Transfers

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment property to owner
occupied proporty, the deemed cost for subsequent accounting is the fair value at the date of change. If owner-occupied property becomes
an investment property, the Company accounts for such property in accordance with the policy stated under property and equipment up to
the date of change. Subsequently, the property is re-measurced to fair value and reclassified as investment property.

Property and Equipment

Recognition and measurement

All property and equipment used by the Company is stated at historical cost less accumulated depreciation and sny accumulated
impairment losses. Historical cast includes expenditure that is directly attributable to the acquisition of the items. If significant parts of a
property and equipment have different useful lives, then they are accounted for as seperate items ( major components ) of property and
equipment,
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Subsequent costs

Subsequent expenditures are recognized in the carrying amount of the asset or as a seperate assel as appropriaic if it is probable that the
future cconomic benefits embodied within the part will flow 1o the Company and its cost can be reliably measured. The costs of the day-
today servicing of property and equipment are recognized in the statement of profit or loss as incurred.

Depreciation

Depreciation is recognized so as to allocate the cost of assets (other than freehold land) less their residual values over their useful lives,
using the straight-line method. The estimated useful lives. residual values and depreciation method are reviewed at the end of each
reporting period. with the effect of any changes in estimate accounted for on a prospective basis, Assets held under tinance leases are
depreciated over their expected useful lives on the same basis as owned assets. However. when there is no rcasonable certainty that
ownership will be obtained by the end of the lease term. assets are depreciated over the shorer of the lease term and their usclul lives.
[Frechold land is not depreciated

The estimated useful lives of property and equipment are as follows:

Leaschold land Over the lease period
Buildings 30 years
Furniture and office cquipment 3 years
Motor vebicles - New 4 vears
- Salvage 3 vears
Computer hardware 4 years

De-recognition

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected to arise from
the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and is recognized in the statement of profit or
loss of the vear that the asset is de-recognized.

Intangible Assets

Saftware expenditure

An interntally-generated intangible asset arising from the Company’s software development is recogrized i and only if 21l of the following
conditions are met:

+ ‘The technical feasibility of completing the intangible asset so that it will be available for use or sale:

* The intention to complete the intangible asset and use or sell it;

+ The ability to usc or sell the intangible asset:

* How the intangible asset will generate probable (uture economic benefits:

* The availability of adequate technical. lTnancial and other resources 10 complete the development and to use or sell the intangible asset;
and

*The ability to measure reliably the expenditure attributable {o the intangible asset during its development,

The amount inttially recognized for internally-gencrated intangible assets is the sum of the expenditure incurred from the date when the
intangible asset first meets the recognition criteria listed above, Where no internally-generated intangible asset can be recognived.
development expenditure is recognized in profit or loss in the period in which it is incurred.

Subsequent 10 initial recognition.  internally-generated intangible assets are reported at cost less accumulated amortization and
accumulated impairment losses. on the same basis as intangible assets that are acquired separately.
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Acquired computer software

Acquired computer software lcenses are capitalized on the basis of the costs incurred to acquire and bring to use the specific software,
Computer software is stated at cost less amortization and impairment losses. Subsequent expenditure is capitalized only when it increases
the future economic benefits embodied in the specific asset to which it relates. Costs associated with maintaining computer software
programmes are recognized as an expense as incurred.

Amortization
Computer software costs, whether developed or acquised, are amortized for a period of five years using the straight line method.

Income Taxes

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the statement of profit or loss except to the
extent that it relates to items recognized in other comprehensive income or dircetly in equity, In this case, the tax is also recognized in
other comprehensive income or directly in equity, respectively

The Company is subject to the Companies Income Tax Act (CITA). Total amount of tax payable under CITA is determined based on the
higher of two components namely Company income tax (based on taxable income (or loss) for the year; and Minimum tax (determined
based on the sum of the highest of 0.25% of revenuc of N300.000, 0,5% of gross profit. 0.25% of paid up share capital and (.5% of net
assets and 0.125% of revenue in excess of N500,000). Taxes based on taxable profit for the period are treated as current income tax in line
with IAS 12; whereas taxes which is based on gross amounts is outside the scope of IAS 12 and therefore arc not treated as current income
tax.

Where the minimum tax is higher than the Company Income T'ax (CIT), a hybrid tax situation exits. In this situation, the CIT is recognized
in the income tax expense line in the profit or loss and the excess amount is presented above income tax line as minimum tax.

The tax currently payable is based on taxable profit for the year. laxable profit differs from profit as reported in the Company's
statement of profil or loss because of items of income or expense that are taxable or deductible in other years and items that are never
taxable or deductible. The Company's liability for current tax is calculated using tax rates that have been enacted by the end of the
reporting period.

The current taxes include: Company Income Tax @ 30% of taxable profit; Education Tax ‘a. 2% of asscssable profit; Capital
Gain Tax 4 10% of chargeable gains: and Information Technology Development levy @ 1% of accounting  profit,

Deferred tax
Deferred tax is recognized on temporary differences between the carrying amounts of assels and liabilities in the Company's financial
statements and the corresponding tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax asscts are generally
recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be available aguinst
which those deductible temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if the
temporary difference arises from goodwill (arising in a business combination) or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit,

The carrying amount of deferred tax assers is reviewed at the end of each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or part of the asset 1o be recovered,
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Deferred tax liabilities and assets are measured at the tax rates that are expected 10 apply in the period in which the lability is settled or the
asset realized. based on tax rates (and tax laws) that have been cnacted or substantively enacted by the end of the reporting period, The
measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which the Company
expects, at the end of the reporting period. to recover or settle the carrving amount of its assets and liabilitics.

For the purposes of measuring deferred tax liabilities and deferred tax assets for properties held for sale that are measured using the tair
value medel, the carrying amount of such propertics are presumed to be recovered entirely through the sale unless the presumption is
rebutted. The presumption is rebutted when the investment property is depreciable and is held within a business model whose objective 13
to consume substantially all the econornic benefits embodied in the investment property aver time. rather than through sale.

Statutory Deposits

Statutery deposits are cash balances held with the Central Bank of Nigeria (CBN) in compliance with the Insurance Act. CAP 117, LNE
2004 for ihe general insurance companies.

The deposits are only available as a last resort 10 the Company if' it goes inte liquidation. Statutory deposits are meusured at cost,

Hypothecation of Assets
I'he Company structured its assets to meet the requirements of the Insurance Act 2003 wherein the policyholders® assets and funds
are not co-mingled with assets and funds that belong to sharcholders and other funds.

In particular. investment propertics. investment securities (cquities and fixed income sccurities) and insurance funds hypothecated
to policyholders are distinguished from those owned by the sharcholders.

The assets hypothecated are shown in Note 19(d) 1o the tinancial statements.

Borrowings

Borrowings by way of bank overdrafts that are repayable on demand and form an integral part of the Company’s cash
management are included as a component of cash and cash equivalents for the purpose of the statement of cash flows.

Borrowing costs comprise interest payable on loans and bank overdratils. They are charged to profit or loss as incurred. except those that
relate 1o qualifying assels, Arrangement fees in respect of financing arrangements are charged 1o borrowing costs over the life of the
related facility.

Leases

Lease assets - lessee

Assets held by the Company under leases that transfer to the Company substantially all of the risks and rewards of ownership arc
classified as finance leases. The leased asset is initially measured at an amount equal to the lower of its fair value and the present vatue of
the minimum lease payments. Subsequent to initial recognition. the asset is accounted for in accordance with the accounting policy
applicable to that asset.

Assets held under other leases are classified as operating leases.

Lease pavments
Payments made under operating lcases are recognised in profit or loss on a straight-line basis over the term of the lease. Lease incentives
received are recognised as an integral part of the total lease expense. over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the [inanee expense and the reduction of the outstanding
liability. The finance expense is altocated 10 each period during the lease term so as to produce a constant periodic rate of interest on the
remaining balance of the liability.
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Lease assets - lessor

[f the Company is the lessor in a lcasc agreement that transfers substantially all of the risks and rewards incidental 10 ownership of the
asset 1o the lessee. then the arranpement is classificd as a finance lease and a receivable equat to the net investment in the lease is
recognised and presented within joans and advances

Deferred income
[eterred income comprises deferred rental income and deferred commission.

[Jeferred Rental [ncome relates to rents received in advance. These are amortized and transferred to the statement of profit or loss over the
periods that they relate.

Deterred commission income relates to commissions received on ceded reinsurance businesses but not vet carned as at reporting date,
Deferred commission incomes are amortized systematically over the life of the contracts at each reporting date.

Trade payables

Trade payables are recognized when due. These include amounts due to agents, reinsurers. co-assurers and insurance contract holders.
Trade payables are recognized initially at fair value and subsequently measured at amortized cost using the effective interest method. The
fair value of a non-interest bearing liability is its discounted repayment amount. If the duc date is less than one year, discounting is
omitted.

Provisions and other liabilities

Provisions

Provisions arc recognized when the Company has a present obligation (Jegal or constructive) as a result of a past event, it is probable that
the Company will be required to settle the obligation. and a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to scttle the present obligation at the end
of the reporting peried, taking into account the risks and uncertainties surrounding the obligation. When a provision is measured
using the cash tlows estimated to settle the present obligation, its carrying amount Js the present value of those cash [lows (when the etfect
of the time value of money is material).

Other liabilities

Other liabilitics arc recognized initially at fair value and subsequently measured at amortized cost using the ctfective interest rate method.
The fair valuc of a non-interest bearing liability is its discounted repayment amount. if the due date is less than one year, discounting is
omitted.

Insurance Liabilities

Classification
IFRS 4 requires contracts written by insurers to be classified as either 'insurance contracts' or “investment contracts' depending on
the level of insurance risk transferred.

Insurance contracts are those contracts when the insurer has accepted significant insurance risk from another party (the
policyholders) by agrecing to compensate the policyholders if a specified uncertain future cvent (the insured event) adversety affects the
policyholders.

The Company only enters into insurance contracts. Thercfore, its insurance contract liabilities represent the Company's liability io the
pulicy holders. It comprises the uncarned premium. unexpired risk, outstanding claims and the incurred but not reported claims. At the
end of each accounting period. this liability is reflected as determined by the actuarial valuation report.

[
ra




Reval Exchange Goneral isurance Lined
bcdrvrdnal Fricnrcral Staremenns fi vhe vear endved 31 ocenther 74

Fogether with Divectars' and Auditors’ Report

tu)  Lmployee Benefits Liabilities

ti)  Short-term benefits
StafT benefits such as wages. salaries. paid annual leave allowance, and non-menetary benefits are recognized as employee benefit
expenses. The expenses are acerued when the associated services are rendered by the employees of the Company.
short-term employee benetfit obligations arc measured on an undiscounted basis and are expensed as the related service is provided.

tiit  Defined Contribution Plans
The Company operates a defined contribution plan in accordance with the provisions of the Pension Reform Act 2014, The Company
contributes 10% and employees contribute 8% each of the qualifving monthly emoluments in line with the Pension Reform Act.

The Compuny’s monthly contribution to the plan is recognized as an expense in profit or loss.

I'he Company pays contributions 1o privately administered pension fund administration on a monthly basis. The Company has no further
payment obligation once the contributions have been paid. Prepaid contributions are rccognized as an asset to the extent that a cash refund
or reduction in the luture payments is available. Payments 1 defined contribution retirement benefit plans are recognised as an expense
when employees have rendered service entitling them to the contributions.

tiii)  Termination Benefits
lermination benefits are payable when empioyment is terminated before the normal retirement date, or whenever an emplovee accepts
voluntary redundancy in exchange for these benefits. The Company recognizes termination benefits when it is demonstrably committed to
either: terminating the employment of current employees according to a detailed formal plan without possibility of withdrawal: or
providing termination benefits as a result of an offer made to encourage voluntary redundancy,

tiv)  Gratuity

The Company operates a stall gratuity scheme for some of its employees. The gratuity liability is valued by an actuary using the projected
unit credit method with discount rale used being the market vield on government bonds. Net actuarial gains and losses are recognised
immediately in other comprehensive income. Past service cost is recognised immediately in the statement of profit or loss for all qualified
emplovees,

['he plan js unfunded and payments arc made on a pay-as-you-po basis. Only staft of the Company as at | June 2008 are eligible for the
stalT gratuity scheme. Benefits accrued afier a minimum of five years of service.

vt Pension
The Company operated a funded pension scheme for its employees prior to the Pension Reform Act 2004, It therefore has continuing
pension obligation to its staff who either retired prior to the commencement of the contributory pension scheme,
Pensioners arc entitled to 3% annual increment. Over 90% of the pension asscts are being managed by a pension fund administrator while
the balance is invested in marketable securities and bank ptacement,

I'he pension fiability is valued by an actuary using the projected unit eredit method with discount rate used being the market vield on
government bonds. Net actuarial gains and losses arc recognised immediately in other comprebensive income. Scrvice cosis are
recognised immediately in the statement of protit or loss for all qualified employees,
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Long Service Award

The Company operates a long service award plan for cligible staff who have rendered continued setvice 1o the organization.

Benefits accrue afler a minimum of 10 years and a maximum of 35 vears. The main benefits pavable on the scheme are both cash and gift
items which vary according to the number of years of service.

The Company meets benefits on a pay-as-you-qualify basis as the plan is an unfunded scheme.

Capital and Rescrves
Share capital

The cquity instruments issued by the Company which inctude ordinary shares are classified as equity in accordance with the substance of
the contractual arrangements and the definitions of an cquity instrument.

Tquity instrumenis issued by the Company are recognized as the procecds are received. net of direct issue costs. Repurchase of the
Company's own equity instruments is recognived and deducted directly in equity, No gain or loss is recognized in profit or loss on the
purchasc, sale, issue or cancellation of the Company's own equity instruments,

Share premium
This represents the excess amount paid by sharcholders on the nominal value of the shares. The share premium is classified as an equity
instrument in the statcment of financial position.

Earnings per share
The Company presents basic and diluted EPS data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss that is
attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss that is attributable to ordinary shareholders and the weighted-average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares

Revenue Recognition
sross Written Premium

(iross writlen premiums for non-life (general) insurance comprise premiums reccived in cash as well as premiums that have been received
and confirmed as being held on behalf of the Company by insurance brokers and duly certified thereto. Gross written premiums are stated
gross of commissions. net of taxes and stamp dutics that are payable to intermediaries and relevant regulatory bodics respectively.

Uncarned premiums represent the proportions of premiums writlen in the year that relate to the unexpired risk of policies in force at the
reporting date.

Reinsurance expenses

Reinsurance cost represents outward premium paid/payable to reinsurance companies less the unexpired portion as at the end of the
tinancial year.

Fees and commission income

Fees and commission income consists primarily of insurance agency and brokerage commission, reinsurance and profit
commissions, policyholder administration fees and other contract fees. Reinsurance commissions receivable are deferred in the same
way as acquisition costs. All other fee and commission income is recognized as the services arc provided.
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Investment Income
Investment income consists of dividends, interest and rental income on investment properties, interest income on loans and receivabies,
realized gains and losses as well as unrealized gains and losses on fair value assets. Rental income is recognized on an accrual basis.

Intetest income

Interest income is recognized in the income statement as it accrues and is calculated by using the effective interest rate method. Fees and
commissions that are an intcgral part of the effective yield of the financial asset or liability are recognized as an adjustment to the effective
interest rate of the instrument,

Dividend income

Dividend income from investments is recognized when the shareholders” rights to receive payment have been established.
Realized gains and losses and unrealized gains and losses

Realized gains and losses on investments include gains and losses on financial assets and investment properties. Gains and losses on the
sale of investments are calculated as the difference between net sales proceeds and the original or amortized cost and are recorded on
occurrence of the sale transaction,

Unrealized gains or losses represent the difference between the carrying value at the year end and the carrying value at the previous year
end or purchase value during the year, less the reversal of previously recognized unrealized gains and losses in respect of disposals during
the year.

Other operating income

Other operating income represents income generated from sources other than premium revenue and investment income. It includes rental
income, profit on disposal of fixed assets. Rental income is recognized on an accrual basis.

Expense Recognition

Insurance claims and benefits incurred

Gross benefits and claims consist of benefits and claims paid / payable to policyhelders, which include changes in the gross valuation of
insurance contract liabilities, except for gross change in the unearned premium provision which are recorded in premium income. |t
further includes internal and external claims handling costs that are directly related to the processing and settlement of claims, Amounts
receivable in respect of salvage and subrogation are also considered.

Salvage .
Some non-life insurance contracts permit the Company to sell (usually damaged) property acquired in the process of settling a claim.

Subrogation
Subrogation is the right of an insures to pursue a third party that caused an insurance loss to the insured. This is done as a means of
receiving the amount of the claim paid to the insured for the loss.

Underwriting expenses

Underwriting expense include acquisition costs and maintenance expense. Acquisition costs comprise direct and indirect costs associated
with the writing of insurance contracts. These include commission expenses and other technical expenses. Maintenance expenses are
expenses incurred in servicing existing policies and clients. All underwriting expenses are charged to income statement as they accrue or
become payable.

Management expenses
Management expenses are charged to profit or loss when goods are received or services rendered. They are expenses other than claims,
maintenance and underwriting expenses and include employee benefits, depreciation charges and other operating expenses.
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Operating Segments

Operating segments are identified and reported in consonance with the internal reporting policy of the Company that
are regularly reviewed by the Chief Executive who allocates resources to the segment and assesses their performance
thereof.

The Company’s reportable segments, for management purpose, are organized into business units based on the products
and services offered as follows:

*» Mortor and accident;

« Marine;

* Engineering;

= Fire and Industrial All Risk (IAR);
* Bond; and

+ Special Risk.

This is the measure used by the Company’s Chief Executive for the purposes of resource allocation and assessment of
segment performance.

Earnings per share

Basic earnings per share is caiculated by dividing the profit attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year excluding ordinary shares purchased by the
Company and held as treasury shares. Diluted EPS as determined by adjusting profit or loss that is attributable to
ordinary sharcholders and the weighted-average number of ordinary shares outstanding for the effect of all diluted
potential ordinary shares

The Company presents basic and diluted earnings per share

Critical accounting estimates and judgments

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

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised
prospectively.

Judgements

Management applies its judgement to determine whether the control indicators set out in Note 3(h) indicate that the
Company has significant influence over it's investment in associates.

Assumptions and estimation uncertainties

information about assumptions and estimation uncertainties that have a significant risk of resulting in a material
adjustment in the year ending 31 December 2015 is set out below in relation to the impairment of financial instruments
and in the following notes in relation to other areas:

Liabilities arising from insurance contracts

Claims arising from non-life insurance contracts

Liabilities for unpaid claims are estimated on case by case basis. The liabilities recognised for claims fluctuate based on
the nature and severity of the claim reported. Claims incurred but not reported are determined using statistical analyses
and the Company deems liabilities reported as adequate. Assumptions used in determining the liabilities are disclosed in
Note 37
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Impairment of available-for-sale equity financial assets

Investment in equity securities are evaluated for impairment on the basis described in Note 3(c)iv). The Company
determines that available-for-sale equity investiments are impaired when there has been a significant or prolonged decline
in the fair value below its cost. This determination of what is significant or prolonged requires judgment relating to the
period over which the losses occur. In making this judgment, the Company evaluates among other factors, the volatility
in share price. In addition, objective evidence of impairment may be deterioration in the financial health of the investee.
decline in quoted market price that has lasted for 3 years, industry and sector performance, changes in technology, and
operational and financing cash flows etc.

Fair value of financial instruments

The directors use their judgment in selecting an appropriate valuation technique for some financial assets. lmpairment for
financial assets carried at amortized costs as well as the amount of impairment for trade receivables. The significant
estimates and judgments applied in determination of fair value of financial assets are as shown in the statement of
accounting policies note 3 (c)(iii).

Determination of fair value of investment property

Management employed the services of estate surveyors and valuers 1o value its investment properties. The estimated
open market value is deemed to be the fair value based on the assumptions that there will be willing buyers and sellers.
Recent market prices of neighborhood properties were also considered in deriving the open market values. Other key
assumptions are as disclosed in Note 9 to the financial statements.

Defined benefit plan

The present value of the employee benefit obligations depends on a number of factors that are determined in an actuarial
basis using a number of assumptions. Any changes in these assumptions will impact the carrying amount of obligations.
The assumptions used in determining the net cost (income) for pensions include the discount rate.

The Company determines the appropriate discount rate at the end of the reporting period. In determining the appropriate
discount rate, reference is made to the yield on Nigerian Government Bonds that have maturity dates approximating the
terms of the related pension liability. Other key assumptions for pension obligations are based in part on current market
conditions as disclosed in Note 13.

Income Taxes

Significant estimates are required in determining the provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The Company
recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where
the final tax outcome of these matters is different from the amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the period in which such determination is made.Income taxes are
recognised on basis described in note 3(1)

Determination of impairment of property and equipment, and intangible assets excluding goodwill

Management is required to make judgements concerning the cause, timing and amount of impairment. In the
identification of impairment indicators, management considers the impact of changes in current competitive conditions,
cost of capital, availability of funding, technological obsolescence, discontinuance of services and other circumstances
that could indicate that impairment exists. The Company applies the impairment assessment to its separate cash
generating units. This requires management to make significant judgements and estimates concerning the existence of
impairment indicators, separate cash generating units, remaining useful lives of assets, projected cash flows and net
realisable values. Management’s judgement is also required when assessing whether a previously recognised impairment
loss should be reversed.

Depreciation and carrying value of property and equipment

The estimation of the useful lives of assets is based on management’s judgement. Any material adjustment to the
estimated useful lives of items of property and equipment will have an impact on the carrying value of these items.
Depreciation is recognised on the basis described in note 3(j)
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31-Dec-14 31-Dec-13
Notes N'00 §'000
ASSETS
~and cash eguivalents e} 36179544 $35.809
roal assets 3 3,193,407 2542277
Trade recenvables 4 32,832 140,284
Roinsurance assets 5 1,745,574 1.896,185
Deterred acquisition cost 6 327.004 390,134
_eier recervables and prepayments 7 1,133,203 1040217
TN @SUTICAL 1IN associales 8 518,580 437.024
Ttuesiment properlies 9 3,391,640 3014763
Praperty and equipment 10 1.435,078 1,498,849
Trzrgible assets 11 21,078 32.887
statutory deposits 12 340.000 340,000
Femployees retirement benefits 13.1 170.198 166963
Teferred tax assets 14 671.643 699,334
Total assets 18.548 181 13034 746
LIABILITIES
& borrowing 2 15,5352 5,723
ed income 15 102,234 84,797
rade pavables 16 35,121,897 431,363
tnar Labilities 17 d64 1872 599 188
“imange lease obligations 18 12,331 41,820
maurance contract labilities 19 4,733,745 4,802,573
Jumrent income tax liabitities 202 232 666 211432
“mplovee benefit liability 13.1 515,003 479239
Dedzrred tax habilities 14 180,756 148,068
Tatal liabilities 11,368,456 0,804,203
EQUITY
re capilal 21 4366 667 3,716,667
Nnare premium 22 802737 412737
ConligEngy reserve 23 1,081,952 880.373
Xenarmed earnings 24 767208 1,090,345
Peker component of equity 25 131,162 130,421
Taotal equity 7.175.726 6,23(1.543
Total equity ang liabilities 18,548,181 13,034.746

Iiroctors by
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se financial statements were approved by the Board of Directors on 26 March 2015 and signed on behalf of the board of

g~

Olhutayo Borokine
Munaging Director

(FRCZ2013:CINDOOO000059

-
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Additionalpy

Nicholas Nwachukwu
Chief Finanoal Officer
(FRC- 2013 TCANO0000000463)

Thy statement of sigrificant accounting policies and the accompanying notes form an integral part of these financial
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The stutement of significant accounnng pofictes and the accompanying notes form an integral part of these  finuncial statements.

L I O N T P S T F PO T Y N L S I T LR S S
Fagether wih [rectors' and duditors' Report
Statement of Profit or Loss and Other Comprehensive Income
o the year ended 3T December 2014
31-Dec-14 31-Dec-13
Notes N'000 N0
Gross premium wrten 6719311 6,733 550
{ nearmed premium 202,749 {1,068 540}
CIross premium income 6922060 3.665010
Reinsurance ¢xpenses 26 (2.165.027) (1.748.103)
Net premium income 4757033 3916907
Fees and commussion meome 27 376915 289506
Net underwriting income 5.133.948 4206413
Insurance claims and benetits incurred 28 {1.976.074) (1.973.30%)
Insurance claims and benetits incurred - recoverable from reinsurers 29 473122 245524
Net claims expenses (1.302.932) {1,727.781)
Underwriting expenscs 30 (2.246.859) {1.841.459)
Totat underwriting expenses {3.749.811) {3,569 .280)
Underwriting profit 1,384,137 637.133
Net imvestment ngomye 31 330,165 161,795
Share of (Toss)profit om investment in associale 8 117.031) 12342
Nzt fair value (lossygain on financial assets 31{a) (68 13 1,159 315
1Charge)swrite-back of impairment allowance 32 188 6Y8) 177397
Other operating imcome 33 156,194 134,557
312,505 1,645 606
Net income 1,696,642 2282739
Foreign exchange gatns/(losses) 34 33440 (43.949)
Management ¢xpenses 35 (1.3700.669) (1.699.270)
Expenses (1.537.229) (1.743.219)
Profit before taxation 159 413 539.520
[ncome taxes 201 (57.116) 110,033
Minimum tax 201 (45.188) (37.975)
Profit after taxation atiributable 1o shareholders 37109 611,578
Other comprehensive income, net of tax
Ttems that will never be classified in profit or loss!
Net actuartal gans/(losses) on employee benetits 133 (44.538) 110,639
Tax effeets on emplevee benetits 201 (12034 1.066
frems that may be classified in profit or {oss,
Farr vatue changes on avatlable tor sale financial assets 37.332 -
Total vther comprehensinvg income, net of tax 740 111,705
Total comprehensive income for the vear 57849 723243
Total comprehensive income attributable to sharcholders 57,849 723283
Earmimgs per share - Basic and Diluted (kobo) 152 16.46
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Jor the vear ended 31 December
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31-Dec-14 31-Dec-13
Notes N'000 »'000

Cash flows from operating activities
Profit after taxation 57,109 611,578
Minimum tax expense 20.1 45 188 37,975
Tax charge/(credit) 20.1 37.116 (110,033)
Profit before taxation 159,413 539,520
Adjustments for:
Depreciation 10 194,456 79,323
Amortisation charge 11 11,808 5,409
Impairment/(writeback) on trade and other receivables 32 88,698 (177,597)
Interest income 31 (160,663) (94.836)
Dividend income 31 (172,978) (65,368)
Rental income from investment properties 33 (60,918) (61,541)
Exchange (gain)/loss on assets 34 (33.,440) 43,949
Share of loss/(profit) in equity accounted investees 8(a) 17,031 (12,342)
Gain on sale of property, plant and equipment 33 (7,964) (5,812)
L.oss on disposal of FVTPL 3(a) 3476 -
Changes in fair value of assets recognised in P/L 31{a) 68,130 (1,159,315)
Net cash flow before changes in working capital 107,056 (908,610)
Changes in working capitai:
Decrease in trade receivables 13,378 16,665
Decrease/(increase) in reinsurance assets 150611 (355,737)
Decrease/(increase) in other receivables and prepayment (97.121) 427 482
Decrease/(increase) in deferred acquisition cost 63,150 (181,706}
{Decrease)/increase in insurance contract liabilities (68.828) 1,038,267
Increase/(decrease) in trade payables 4,690,534 90,603
t Decrease)/Increase in other liabilities (117,564) 440,058
Change in employee benefits 81,513 75,030

4,822,723 642,052
Pension benefits paid by employer on behalf of fund managers 134 (64.117) -
Long service awards paid 13.6 {1,999) -
Gratuity and long service awards paid 13.5 (27.316) -
Company income taxes paid 20.2 (42,745) (44,979
~et cash from operating activities 4,686,547 597,073
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2014 2013
Cash flows from investing activities: '000 N'000
Purchases of property and equipment L0 (121.793) (342.313)
Proceeds from sale of property and equipment 8.582 10,059
Purchase of intangible assets 11 - (12,241)
Purchase of financial assets 3(d) (1.161.719) (210,047
Dividend from equity accounted investees g - 19,382
Additional investment in associate 8(a) (96,908) -
Rental income from investment properties 60.918 61,541
Interest income 160,663 121,096
Dividend income 172,978 65.368
Proceeds redemption/disposal of financial assets 170,734 94 944
Net cash used in investing activities (800,545) (192,213)
Cash flows from financing activities:
Proceeds from issue of shares 1,040,000 -
Dividend paid 24 {148.667) {297,333)
Payment of finance lease liabilities I8 (29.489) (56.461)
Net cash vsed in financing activities 861,844 (353,794)
et increase in cash and cash equivalents 4.741.846 51,066
Ettect of exchange rate flunctuations on cash and cash cquivalents 30,4064 -
ash and cash equivalents at beginning of year 830,086 779,020
Cash and cash equivalents at end of year 2 5,602,396 830,086

ostatement of significant accounting policies and the accompanying notes form an integral part of these financial statements.
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1 Financial risk management
Factors relating to general economic conditions, such as consumer spending, business investment,
government spending, the volatility and strength of both debt and equity markets, and inflation, all
affect the profitability of businesses in Nigeria.

In a sustained economic phase of low growth, characterized by higher unemployment, lower household
income, lower corporate earnings, lower business investment and lower consumer spending, the demand for
financial and insurance products could be adversely affected.

The Company's risk management process includes the identification and measurement of various forms of risk,
the establishment of risk thresholds and the creation of processes intended to maintain risks within these
thresholds while optimizing returns on the underlying assets and minimizing costs associated with liabilities.
Risk range limits are established for each type of risk, and are approved by the Board’s Investment Committee
and subject to ongoing review.

The Company’s risk management strategy is an integral part of managing the Company’s core businesses, and
utilizes a variety of risk management tools and techniques such as:

- Measures of price sensitivity to market changes (e.g., interest rate and foreign exchange rate),

- Asset/Liability management;

- Periodic Internal Audit and Control, and;

- Risk management governance, including risk oversight committee, policies and guidelines, and approval
limits.

In addition, the company monitors and manages the financial risks relating to the operations of the organization
through internal risk reports which analyze exposures by degree and magnitude of risks. These risks include
market risk (currency risk, interest rate risk and price risk}, credit risk and liquidity risk.

{a) Financial asset valuation bases

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Company has access at that date. Fair values are determined at prices quoted
in active markets. In our environment, such price information is typically not available for all instruments and
the company applies valuation techniques to measure such instruments. These valuation techniques make
maximum use of market observable data but in some cases management estimate other than observable market
inputs within the valuation model. There is no standard mode! and different assumptions could generate
different results. -

Fair values are subject to a control framework designed to ensure that input variables and output are assessed
independent of the risk taker. The Company has minimal exposure to financial assets which are valued at other
than quoted prices in an active market.

Fair value hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques
are observable or unobservable. Observable input 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:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes
listed equity securities and debt instruments on exchanges.
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Level 2 - Valuation techniques based on observable inputs. This category includes instruments valued using:
quoted market prices in active markets for similar instruments; quoted prices for similar instruments in markets
that are considered less than active; or other valuation techniques where all significant inputs are directly or
indirectly observable from market data.

Level 3 - This includes financial instruments, the valuation of which incorporate significant inputs for the asset
or liability that is not based on observable market data (unobservable inputs). Unobservable inputs are those
not readily available in an active market due to market illiquidity or complexity of the product. These inputs
are generally determined based on inputs of a similar nature, historic observations on the level of the input or
analytical techniques.

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

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, analyzed into Levels 1 to 3 based on the degree to which the fair value is observable.

31 December 2014 Level 1} Level 2 Level 3 Total
N'(H0 N'000 N'000 5'000

Financial Assets:

Fair value through profit or loss.-

Quoted equity shares 3(a) 1,412,737 - - 1412757
Treasury bills 3(a) 6,145 - - 6.143
Federal Government Bonds 3(a) 99,990 - - 99,990

106,135 - - 1518872

Available for sale financial assets:-

Equity shares 3(c) 72.573 - - 72.573

Total financial assets measured at fair

value 178,708 - - 1.591 445
31 December 2013 Level 1 Level 2 Level 3 Total
N'000 N'O00 ~'000 N'000

Financial Assets:
Fair value through profit or loss:-

Quoted equity shares 3(a) 1,813,724 - - 1.813.724
Treasury bills 3(a) 100,038 - - 100.038
Federal Government Bonds 3(a) 110,178 - - 110.178

2,023,940 - - 2023940

Available for sale financial assets:-
Equity shares 3(c) 1,722 - 177,876 E79.598

Total financial assets measured at fair
value 2,025,662 - 177876  2.203.338
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Reconciliation

The following table shows a reconciliation from the beginning balances to the ending balances for fair value
measurements in Level 3 of the fair value hierarchy:-

Available for sale financial assets:-

Unqueted equity shares 31-Dec-14  31-Dec-13
N'000 N'000
Balance as at beginning of the year 177,876 183,360
Total gains in OCI 55,653 -
Additions 87,586 -
Impairment losses in profit or loss - (3.762)
Transfers out of level 3 (321,114 (1,722
Balance at year end - 177,876

Total gains and impairment allowance for the year in the above table are recognized in the statement of profit
or loss and other comprehensive income

During 2014 and 2013, certain available for sale financial assets were transferred out of Level 3 of the fair
value hierarchy when the entities became quoted on the stock exchange and the prices per share which is the
significant input used in their fair value measurements that were previously unobservable became observable.

Financial instruments not measured at fair value

The table below sets out the fair values of financial instruments not measured at fair value at the end of the

reporting period and analyses them by the level in the fair value hierarchy into which the fair value

measurement is categorized:

31 December 2014 Level 1 Level 2 Level 3 Total
N'000 N'000 N'OOO N'000

Assets:

Cash and cash equivalents 2 - 5,617,944 - 5617544

Available for sale financial assets 3(c) - - 250,263 250.263

Loans and receivables 3(b) - 1,351,699 - 1.351.699

Trade receivables 4 - 32.832 - 32.832

Other receivables less prepayment 7 - 1,133,203 - L53.203

Liabilities:

Bank borrowing 2 - 15,552 - 13,352

Trade payables 16 - 5,121,897 - A121.897

Other liabilities 17 - 464,182 - 464,182

Finance lease obligations 18 - 12,331 - 12331
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31 December 2013 Level 1 Level 2 Level 3 Total
N'000 N'006O N'000 N'000
Assets:
Cash and cash ¢quivalents 2 - 835,809 - 833.809
Loans and receivables 3(b) - 338,739 - 338.739
Trade receivables 4 - 140,284 - 140.284
Other receivables less prepayment 7 - 1,040,217 - 1040217
Liabilities:
Bank borrowing 2 - 5,723 - 5723
I'tade payables 16 - 431,363 - 431,363
Other liabilities 17 - 599,188 - 399,188
Finance leasc obligations 18 - 41.820 - 41.820

Financial instruments not measured at fair vaiue
Cash and cash equivalents

Cash and cash equivalents consists of cash on hand and current balances with banks.

The carrying amounts of current balances with banks is a reasonable approximation of fair value which is the
amount receivable on demand.

Available for sale financial assets

Available for sale financial assets consist of investments in quoted and unquoted equities, the carrying amount
of quoted equities have been recognised using the quoted prices obtained while the unquoted equities are
recognised at cost less impairments if any.

Impairment for unquoted equities is evaluated on the basis deseribed in Note 3(c)(iv).

Louns and veceivables

Loans and receivables consists of state government bonds, corporate bonds, unlisted debentures and staff
morlgage loans. The carrying amounts of state government bonds and corporate bonds is reasonable
approximation of their fair value.

The estimated fair value of staff mortgage loans represents the market values of the loans, arrived at by
recaleulating the carrying amount of the loans using the estimated market rate.

The fair value of unlisted debenture approximates the gross value of the asset net of impairment.

Trade receivables and Other receivables

The carrying amounts of trade reccivables and other receivables are reasonable approximation of their fair
values which are receivable on demand.

Bank borrowings, Trade payables, Provision and other payables and Finance lease obligutions

The carrying amounts of bank borrowings, trade payables, provision and other pavables and finance lease
obligations arc reasonable approximation of their fair values which are repayable on demand.
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(b) Financial risks

0

The Company is exposed to the following categories of risk as a consequence of offering different financial products
and services by the Company:-

Market risk

This reflects the possibility that the value of the funds’® investments will fail as a result of changes in market
conditions, whether those changes are caused by factors specific to the individual investment or factors affecting all
investments traded in the market. The Company is exposed to this risk through its financial assets and comprises of
currency risk, interest rate risk and price risk.

Currency risk
This is the risk of the fair value of financial instruments being affected by changes in foreign exchange rates.

The Company secks to manage its exposures to risk through control techniques which ensure that the residual risk
exposures are within acceptable tolerances agreed by the Board. A description of the risks associated with
the Company’s principal products and the associated control techniques is detailed below.

Foreign Currency risk

The Company accepts receipt of premiums in foreign currency, in addition to Naira, from its clients; hence, exposures
to exchange rate fluctuations arise. The Company is exposed to foreign currency denominated in dollars through a
domiciliary bank balance.

The Company has minimal exposure to currency risk as the Company’s financial assets are primarily matched to the
same currencies as its insurance and investment confract liabilities. As a result, foreign exchange risk arises from other
recognized assets and liabilities denominated in other currencies.

The carrying amounts of the Company’s foreign currency denominated assets and liabilities are as follows:

31 December 2014

Pounds sterling Euro US Dollars Total
N'000 N'000 N'000 N'000
Assets (Cash & Cash Equivalent) 11,906 11,594 4,997,073 5,020,573
Quoted equities - - 108,104 108,104
Liabilities ) - - - -
11,906 11,594 5,105,177 5,128,677
31 December 2013
Pounds sterling Euro US Dollars Total
N'000 N'000 N'000 N'000
Assets (Cash & Cash Equivalent) 1,861 12,204 293,690 307,755
Liabilities - - - -
1,861 12,204 293,690 307.755

Foreign currency sensitivity analysis

The following table details the Company’s sensitivity to a 10% increase and decrease in foreign currency rates against
the Naira. A 10% sensitivity rate is used when reporting foreign currency risk internally to key management personnel
and represents management’s assessment of the reasonably possible change in foreign exchange rates. For each
sensitivity scenario, the impact of change in a single factor is shown, with other assumptions or variables held
constant.
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The tollowing tables show the effect on the profit as at 31st December 2014 from N167.50/% closing rate and as at
31st December 2013 from N155.70/% closing rate respectively.

31 December 2014
Pounds sterling Euro US Dollars Total
N'000 5000 N'000 N'000

10% increase 1,191 1,159 510,518 512,868
10% decrease (1,191} (1,159) (510,518) (512,868)
Impact of increase on:

Pre-tax Profit - - - 672.281
Sharcholders’ Equity - - - 7.692.393
Impact of decrease on:

Pre-tax Profit - - - (353,455)
Shareholders’ Equity - - - 0.666.858
31 December 2013

Pounds sterling Euro US Dollars Total
MN'000 N'000 »'000 NG00

10% increase 186 1,220 29.369 30,775
10% decrease (186) (1,220} {26.369) (30,775)
Impact of increase on:

Pre-tax {loss)/profit - - - 57(.295
Shareholders’ Equity - - - 6261318
[mpact of decrease on:

Pre-tax Profit - - - 508.745
Shareholders” Equity - - - 6.199.768

Interest Rates Risk

The Company's exposure to interest rate risk relates primarily to the market price and cash flow variability of assets
and liabilities associated with changes in interest rates.

Changes in interest rates result to reduction in income ‘spread” or the difference between the amounts that the
Company is required to pay under the contracts and the rate of return the Company is able tv earn on investments
intended to support obligations under the contracts. Investment spread is, arguably, one of the key components of the
net income of insurers.

The Company's mitigation efforts with respect to interest rate risk are primarily focused on maintaining an investment
portfolio with diversified maturities that has a weighted average duration or tenor approximately equal to the duration
of our liability cash flow profile.

Also, the Company manages this risk by adopting close asset/liability matching criteria, to minimize the impact
of mismatches between asset and liability values arising from interest rate movements.

Furthermore, the Company uses sensitivity analytics to measure the impact of interest rate changes and movements on
the value of our financial assets scenarios.

The Company is very moderately exposed to interest rate risk as it invests in fixed income and money market
instruments.
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Interest rate profile

At the end of the reporting period the interest rate profile of the Company's interest bearing financial instruments as
reported to the Management of the Company are as follows:

Financial instruments Notes 31-Dec-14  31-Dec-13
000 #'000
Fixed interest rate instruments.
Federal government bonds 3(a) 99,990 110,178
State government bonds 3(b) 8.734 66.736
Corporate bonds 3(b) 148,478 [28.217
Treasury bills 3(a) 6,145 100,038
Debenture (uniisted) 3(b) 328 £.231
263,675 406400
Others:
Cash and cash equivalents 2 5,617,944 834,932
Mortgage loans 3(b) 127,403 42557
Finance lease obligations 18 {13,712) (41,820
Borrowings 2 (15,552} (5,723)
5,716,083 929,944

Interest rate sensitivity analysis

The sensitivity analysis below have been determined based on the exposure to interest rates for both derivative and non-
derivative instruments at the balance sheet date. A 0.5% increase or decrease is used when reporting interest rate risk
internally to key management personnel and represents management’s assessment of the reasonably possible change in
interest rates.

31-Dec-14 31-Dec-13

N'000 N'000
Increase in interest rate by 50 basis points (+0.5%) 28,580 4,650
Decrease in interest rate by 30 basis point (-0.5%) (28.580) (4,650)
impact of increase on;
Pre-tax profit/(loss) 187.993 546,202
Shareholders” Equity 7,208,306 6,237.225
Impact of decrease on:
Pre-tax profit/(loss) 130,832 532,838
Shareholders’ Equity 7,151,145 6,223,861
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Other price risk management

The Company is exposed to equity price risks arising from equity investments primarily from investments not held for
unit-linked business. The shares included in financial assets represent investments in listed securities that present the
Company with opportunity for return through dividend income and capital appreciation.

Equity investments designated as available-for- sale are held for strategic rather than trading purposes. The Company
has no significant concentration of price risk.

The carrying amounts of the Company’s equity investrnents are as follows:

2014 2013
N'000 N'000
Equity Securities; - Listed 1,485,310 1,813,724
Equity Securities; - Unlisted 250,263 179,598

1,735,573 1.993.322

Equity price sensitivity analysis

The sensitivity analyses set out below show the impact of a 10% increase and decrease in the value of equities on
profit before tax and sharcholders’ equity based on the exposure to equity price risk at the reporting date.

2014 2013
N'000 N'000

10% increase 173,557 199,332
10% decrease (173,557) (199,332)
Impact of increase on:

Pre-tax profit/(loss) 332,970 738.852
Shareholders’ Equity ' 7,353,283 6,429,875
Impact of decrease on:

Pre-tax profit/(loss) (14,144) 340,188
Shareholders’ Equity - 7,006,168 6,031,211
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(ii}) Credit risk

Credit risk refers to the risk that counterparties wiil default on their contractual obligations resulting in financial loss to the
Company. The key areas of exposure to credit risk for the Company are in relation to its investment portfolio, reinsurance
program and receivables from reinsurers and other intermediaries.

The Company has adopted a policy of dealing with only creditworthy counterparties and obtaining sufficient collateral where
appropriate, as a means of mitigating the risk of financial loss from defaults. The Company transacts with only entities that
have an investment grade rating and above.

This information is supplied by independent rating agencies, where available, and if not available, the Company uses other
publicly available financial information and its own trading records 1o rate its major policyholders and reinsurers

The Company’s exposure and the credit ratings of its counterparties are continuously monitored and the apgregate value of
transactions concluded is spread amongst approved counterparties. Credit exposure is controlled by counterparty limits
that arc reviewed and approved by the risk management committee periodically.

The Company does not have any significant credit risk exposure to any single counterparty or any Company of
counterpartics. Concentration ol ¢redit, othersise known as single obligor eredit. did not exceed 5% of LrOss monetary
assels at any time during the year. The credit risk on liquid funds and other near cash financial instruments is limited because
the counterparties are banks with high credit-ratings assigned by international credit-rating agencies.

The majority of debt securitics are investment grade and the Company has very limited exposure to sub-standard credits.

Reinsurance asscts are reinsurers’ share of outstanding claims and reinsurance receivables. They are allocated below on
the basis of ratings for claims paying ability.

Loans and reccivables from policyholders, agents and intermediaries generally do not have a credit rating.

The following table shows aggregated credit risk exposure for assets with external credit ratings:-
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31 December 2614 AAA AA A+ A BBB Noi rated Currving
Amgunt
N'000 NODo #0600 N'000 N'000 N'000 N'000
Avaulable for sale financial assets
- Unquoted equity secunties - - - - 322,836 179,598
179,598
Fair value through profit or loss carmied at
fair value (FVTPL)
- FGN Bond 16 39% January 2022 - 99.990 - - - 49,950
Treasury bills (> 90 days) 6,145 - - . 6,145
- Quoted equity securiues - - - - - 1,412,737 1412737
1,518,872
Loans and receivables
- [Lagos Siate Government Bend - - - - - -
- Kaduna State Governmem Bond - - 8,734 - - - 8,734
- Linhsted debentures - - - - - i 328
- Mortgage Loans - - - - - 127,403 127,403
136,465
- Individual Loans - Leases - - - - -
Cash and cash equivalents
Tenor Depasits (30-90 days) - - - - - 303.218 303218
303,218
Rewnsurance assets
Reinsurance claims recoverable - - - - 832,728 832.728
Trade/Insurance receivables - - - - 32,832 12832
3,003,714
31 December 2013 Noles AAA AA A+ A BBB Not raied Carrving
Amount
N'000 N'000 N'000 N'000 N'MO N0 N'000
Avalable for sale financial assets:
- Unquoted equity
Securities 179,598 179 598
3a) 179,598
Fair value through
pratitor loass carmed
fair value (FVTPL)
- FGN Bond 16 39% January 2022 - 110,178 - - 110,178
Treasury bills (> 90 days} 100,028 - - - - - 100,038
- Quoted equity securities 1.813,724 1,813,724
Ib) 2,023,940
Loans and receivables
- Lagos State Government Bond - 52,559 - - - 52,559
- Kaduna State Government Bond - - 14177 - - - 14,177
- Unlisted debentures - - - - - 1,231 1.231
- Mortgage Loans i - - - - 142,555 142,555
lic} 210,522
- Individual Loans - Leases - - - - - -
Jid}
Cash and cash equivalenis.
Tenor Deposits (30-90 days) - - - - - 331,733 331,733
2 NI
Rensurance assets
Reansurance claims recoverable - - - 865,930 865,930
Trade Tnsuranee recenal: 4 - - - 140,284 140,284
3,752,007
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Analysis of financial assets based un past due status
31 December 2014

N vl i v .
[ER AT T LT R I sl anoe o
Past due status profic loss (FVTPL) financial assets receivables recenvables Yol
2000 5O N'O00 5000 5000
Fust Jue and impaired - - - R

Pust doe more than 0 days - - Ri2 728 2B

Past due 3! o A0 davs - - - [ERNEE
Past due less than 30 duvs - - 127 40} - ERNER ]
Seither past Jue norimpasred 1318872 i22K30 w002 - 24 ol
Total Carrving Amount LR 112836 i And 32,728 I35 0
31 December 2003
Nl ot ed
T
AR Loty P and W o e e
Past due status Nutes VTR financial assets recervables from remsurers receivabies
B (NHY N'{HMH) MO0 . B (HH N0
Past due und impaired - - - - -
Past due mare than 0 days 24 - - - RH5 930 140+ 284
Hast due 31 to 0 davs 3 - - -
Past due less than 3G davs 3 . 142,555 R R
Neither past due nor impared 3 2023940 § 7% 598 118,739 . -
Total Carrving Amount 2025 M40 AR 14 T84 [ 400281
Liquidity risk

I'he Company’s principal vbjgcnve m managog our hgusdiny and our capizal reseurees 1w mavme the
claims, pan divadends, pay staff and fultill our statutory abliwations w our regulators snd the differens ters of government in the environment m which we operate | fecuve

returns on capital W sharehoiders. whele enabing us Lo pay

and prudent hgudity 1 o pronty across the campan

Maragement monitors the hgudity af Koval Fxchange General Insurance Limmited on @ daily basis and projects ber fnaneial needs over a mulue-vear ume honzon through
our gquarterls hudpet and reviess process We beleve that the cash fows rom the ~ecrces of fund avalable tothe Compans are sutficeent to sansthy the current hyudin
casonably freseeable stivss scenanios

requirements of the Coampany. neluding under

In manayimg our liquichity tand of conrse our captal), we seek 1

- Match the protile of our assets and labihtes, tking intacecount the sshs inherent in zack hoe of product

Mamtnn financial strenah to suppatt new business growth whilst still satstong the requarements of polivy hokders and regulators,
Retamn finaneial lesabaluy by mamtinning sirong bgudity, and,
- Allocate Ingund resources etliciently o support growth while we pas clauns and other commiments promptiy

Sources of Liguidity
In managing our cash fow positon. we have a number of sources of Tepindiny. ineladg the follosang principal soarces
Prermuamy [nvame,

fnvestment mncome

Investment assets

\pplication of funds

The pnncipal uses of aur Tiguidin include
Pavment of Claims
Staff bencefits,
Purchase ntinvestments” and.

- Payment i cornection with financing actuvines

Tn practice, mast of the company s assels are marketable secutiiies which coutd he converted 1nto cash when required

Maturity Profile
e followmy wble shows the company’s expected matuy
the wsets including interest that will be earned on those assers except where the company anticipates that the cash How will occur mea different period

¥ tor s non-denvative assets The table has been drawn up based on the undiscomnted contractnad matuniies of

it alve shows detals of the expeeted maturity protile of the company's undiscounted obhgations wih respeer to ity tinancial halalities and esumated cash lows af
recopnized insurance vontract atilies 1omeludes both interest and principal cashe lows
It shoeld be noted that U mit-tiaked assets and hatalines and seinsurers share ot upedamed prenmums are escluded from thas analssrs

The following table detards the Campany's expected matuniy for ats non-derivanne assets N tables beiow have been drawn up based o ihe undiscowned contractual

matunties of the assets including inferest that will be carned o those assets except where the Companny anticapates that the cash low walb oceur m o Difterent period

Remsorers” share of unearned premuoars are excluded trom this analssis

By Ripon:
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Sogesher with Turectors' and Andiion” fepory

Carrying Contraciwal
< 1 manth 1 - 3 months 3-12 months |- % years = 8 veurs
Amount cashilow y :
Non-derivative financiul asxets N N'O0D N0 5000 2000 %0400 *'000
Cash and cash equivatents 5617944 5617044 5314726 303.218 - -
Fair value through protiz or loss carmed at
fair value (FVTPL) &, 145 6145 - 6,145 - -
Orher receiveables less prepayments 981 638 981.038 - 981638 - -
Loans and recervables 1,351,690 1351699 1,066,756 - 127 731 -
Insurancetrade receivables 253293 233,293 - 233293 - - -
Rensurance assets - recoverable from
remsurers 832728 HI2. 728 ¥32.728 - -
9,043 447 9,043 447 6381 482 23774023 157.212 127,731
Non-derivative financiul liahitities
Bank borrowing 13,552 | 5,552 15,552 -
Trade pavables 5121897 5121897 - 4957183 164715 -
Finance lcase obiigations 12,331 13.443 - 1.254 12189 - -
Insurance contract habwlives - outstandine
clams 2430408 2430405 - 158.887 043 856 1,552,911 74.731
Orher habiliies 4064 182 464,182 404182 - - -
8044367 8,045 474 479,734 2117324 820,760 1.352.91] 74,7581
(’iap {asset - labiliies) 969 079 987 967 5,001,749 12.740.301) (603.548) (1425181 {74,751}
Cumulative iguidity gap 999079 1.997.047 7898 79¢ 5158494 4494946 3,069 706 2995015
31 Dec 2013 Carryin: Contrasctual
ecember ¥ < 1 munth | - 3 months 3-12 months  1- 5 years > 8 years
amount cashflow -
Non-derivative
financiaf aisery 5'000 N'HH N0 ~'000 000 OO '{HHY
Cash und cash equivalents B3I5.809 809 S06. 140 324661 - -
Available for sale financial assels 174 5098 LS8 - - - 179,598 -
Far value through profit (FYTPL) 2174908 - - 100,038 1936521 | 38330
Toans and recervibles 33T RRLIVEL) - - - 338730
Insuraneetrade receivables 140,284 156,949 - 156,039 .
Reinsurance assets - recoverable from
remnsurers 8063930 865430 3404 ST¥.DEY or2nd 2300937 9,380
4.384.300 4,531 934 511,550 1,005 601 201,252 2685795 147736
Sinancial labilities
Bank horrowmg 3723 5723 3723 - - -
Trade payables 431363 431,361 173,545 REERIT] - -
Finance lease obliganons 3] 820 49,348 2304 6012 Ul ) 10,850 -
Insurance contract
lia iy - otsnanaine
clamy 19c) 2296 183 2296 484 454297 6B 040 HEE 043 4549 204
2,775,390 2,782.918 467,324 868,403 977045 470,148
Gap (asset - habilitics} 1608910 1.769.010 44220 137.19% (773,793 2213640 147,736
(Cumulative \iquld\n‘ gap) i.608.810 3.377.920 34221582 3.559.350 2,783,537 499492046 5146942

Although the company has access to fimancing facliies. e company expects to meel it other obligations from operating cash flows and praceeds of matuning tinancial
assets and other sources listed in “Sources of Liguiduy” above

[nsurance risk management
The Company accepts insurance nisk through its msurance contracts where 1t assumes the risk of loss from persuns or organisations that are directly subsect o the
underlying loss. The Company 15 exposed o the uncortamty surrounding the Uy, frequency and severity of clams under these contracts

The Cumpany manages s nsk via us underwrinmg and reinsurance strategy within an overall risk management framework. Priciog 15 based on assumptions which have

reyard 1o rends and pus: experience Lxposures are managed by having documented underwniring limits and enteria. Reinsurance 15 purcnased w munpate the effeet of

potential loss 1o the Company rom indradual large or catastrophic ¢vents and also to provide access 1o spectalist nsks and 1o assist i managing capital Rensyrance
policies are written with approved remsurers oo either @ proportional or excess of loss treaty basis

Regulatory caprtal 15 also managed (though not exclusivelv) by reference to the imsurance sk to which the Company 15 expased

Non-life insurance

The Company writes fire, weneral acesdent, ol & gas, engimeering, bond. maning and motor risks primarily vver a twelve month duraton tusually longer for enaincering
pohiceest The most significant risks arese from natural disasters, climate change and other catasuophes (e high seveniy, ow frequency events] A coneennation of risk
mav also anse {rom a single msurance contract ssued 1o a particular demographic type of polieyvholder. within a geagraphical location ar 1o wypes ot commercial business
The selative vanainlity ot the outcome s mitigated i these 1s 4 large portfolio of similar risks
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T'he concentration of non-life insurance by the location of the underlying risk is summarised below by reference to liabiliues

Y ISR T

Gross Reinsurance Net
2014 1013 2014 2013 2014 2013
D0 N'000 L] N0 R'000 '

Non-lite snsurance
- Withim Nigena 4,733,745 4,802,573 1.743,574 1,896 |81 2988171 2906392
- Owtside Nigena -

4,733,745 4.802,573 - 1.745,574 1,896.181 - 2988171 2,906,392

The concentration of non-life insurance by type of contract 1s surnmansed below by reference to habiliues

Gross Reinsurance Net
2004 2013 2014 2013 2014 2013
N'000 GO0 N N0 N'0G0 NO00
Fire 820,105 1011536 499, 088 450,623 321,017 360,913
Accident 300,876 483,040 097355 44,269 463 320 438,771
Mator 926,625 1030689 118,315 127353 R08,310 903 338
Marine 225627 193,989 91,766 66,287 131,861 E2T, 702
Oii and Gas 1.989.664 1.901,988 855436 1,176.014 1,134.228 725974
Fngineenny 141,158 152,531 59 857 20,160 81,302 132771
Bond 39 8B4 28,400 23,756 11,475 16,133 16,925
1733745 4802573 - 1.745 574 1,896,181 - 2H88.171 2,906,392
Qutstanding Claims
Gross Reinsurance Net
2014 2013 2014 013 2014 2013
000 ' N N'000 000 ' 000
Fire 643,856 681,339 421,642 158,341 222214 322998
Acciden: 428 890 358,333 63,093 30.011 363,797 328322
Motor 324,866 480,120 67714 66,053 257,152 414,067
Marine 158 887 128,373 537371 42,043 01,516 86,330
il and Gas 65,075 563,213 162,759 358,394 602316 204 819
Lapineening 74751 12,558 36,723 5381 38,027 &7.077
Bond 34 080 12,548 21,425 3,607 12,055 941
Total 2430405 3.290 4584 - 832,728 865 630 - 1597677 1.430,554
Unexpired Risk
Giross Reinsurance Net
W4 2013 2014 2013 2014 2013
N0 LAE ] N'OOO L 1] NO0O N'000
Fire 339,394 3300197 #3463 87677 255,93] 242,520
Accident 161,786 124.707 29970 15377 131810 109330
Motor 601 750 550,569 50,601 36,844 351,158 493,725
Marine 66,740 65616 36.343 24743 30,397 40,873
Ol and Gas 1,044 108 1.338.775 687,003 B215.08] 357,15 513,654
Engineenng 83,744 80,373 23,134 14.604 60610 65,708
Bond 5,810 13,852 2,331 5,869 3478 9,983
Total 2,303.340 2,506,089 - 912,846 1,030,255 1,390,494 1,475,834

Assumptions and sensitivities

The risks assoviated with the non-life insurance contracts are complex and subject ta a number of vanables which coniplicate quantitative sensitivity analysis. The Company
uses several statistical and actuarial techmques based on past claims development experience. Thes includes imdicatrons such us average cluims cost and expected loss rato
The key method used by the Company for cstimating habilives is upward or downward adjustment based on documentation and professional Judgement

The Company has minimal exposure 1o these risks, the cxposure of which s determined by the number of claims filed and the Court process

The Company considers that the lability for non-life insurance ¢laims recognised in the balance sheet s adequate However, actual experience wall differ from the expected
outcomg

Some results of sensitivily testing are set out below, showing the impact on profit before tax and shareholders’ equity gross and net of reinsurance For each sensitivity the
wnpact of a unchanged change & smgle factor 15 shown, with other assumptions

Pre-tax profif Shareholders” equity
2014 3 2014 2013
N0 '000 3000 000
Non-Lile Insurance:
3% inerease 1n loss ratios 159412 539,520 7.207.259 6,230,593
- Gross (186,691) 183.328 7.020,568 6,043,853
- Net (78.439) 171338 7128 820 6,308 983
3% decrease in loss ratios
- Giross 305515 129423 172,774 6,359 064
- Net 397264 117.433 7,604,523 6,347 976

FETREE
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Claims development table for Royal General Insurance

The following tables show the development of claims over a penied of time on both a gross and net of reinsurance basis [n 2012, in the vear of adopuion of IFRS, only 5
vears were required to be disclosed This will be increased 1 each succeeding vear. until 8 - 10 years of information 15 presented The top halt of the table shows how the
estimates of to1al claims for each aceident vear develop over ime The lower half of the table reconciles the cumulative claims to the amount appeaning in the Staterment of
Financial Posmon

The cumulative claims ¢stimates and payments for each accident vear are translated into Nigenan Naira at the year rates that apphed at the end of each accident year

Claims Development Pattern: Non- Life insurance

31 December 2014 Incremental Chain ladder-Yearly Projections (N)
Accident year 1 2 3 4 5 6 7 ¥
2007 90.369 130.760 30,801 16,493 200453 4.601 2386 1.605
2008 224573 320,685 10,146 8,950 29.856 2,088 564
2009 267,763 144,617 172,929 35,249 23,562 16,750
2010 423 367 348,593 151,026 19,854 21.506
2011 690.737 1.100.807 274,558 104,755
2012 484,653 976,236 349847
2013 703893 571,066
2014 740,384
31 December 2013 Incremental Chain ladder-Yearly Projections (N)
Accident year 1 P4 3 4 5 6 7
2007 0,369 130,760 40,801 16,493 20,453 4,601 2386
2008 22457 320685 10,146 8,950 29856 2.088
2009 267,763 144,617 172,929 35,245 21,502
2010 423 867 343 591 151,026 19,854
2011 690737 1,100,807 274558 .
2012 484,693 926,236 i
2013 703,893 !

¢ Capital Manzgement
Our caprtal management framewaork 1s pnmanty based on statutory nsk-based capital and solvency margin measures  The {'ompany manages 115 capital to ensure that
continues as a gomg concern and complies with the regulators’ capital requirements while maximizing the return to stakeholders through the optimization ils equity
balance The capital structure of the company consists of equity attributable to equity holders of the company, compnising 1ssued capital, reserves and retained eamings
Reinsurance ts also used as part of capital management

The regulatory capiial (as requeited under Insurance Act 2003 and NALCOM CGideline) wathin the Company has been maintaimed and preserved over the teporting penods.
The minimum regulatory capital for general insurers in Nigeria is N3billion
The Company equally measures its capital using an ecanomic capial model which 15 the Company’s own assessment of the amount of capital it needs to hold and takes 1nto

accoun! both financial and non-financial assumptions In most cases the imternally required capital 15 determined by the application of percentages to premiums, claims,
reserves and expenses

The economic capital 15 used within the Solvency I'NAICOM requirement on Individual Capital Assessment (ICA) Developments in the Solvency 11 projeet are being
moditored.

The Company fully comphed with all externally rmpesed capital requirements throughout the year and this Solvency requirement was revahidated by HR Nigena Lid, the
Company's Consultant Actuary 1n 2013 Actuanal Yaluation Reporl

There was no change made nerther to the capital base nor 1o the obyectives, palicies and processes for managing capial Under our capital management policy approved
by the Board of Directors, the Managmy Director and the Cheef Financial Officer are authonzed 1o approve capital actions on behalf of the compary and to further
delegate authonty with respect te capital actions to appropriate officers. Any capital commitment that exceeds the authority granted 10 semor management 18 separately
authonzed by the Board

The wable below sets out the capual that 1s managed by the Company on an IFRS and regulatory basis

The table below sets out the capital that 1s managed by the Company on an IFRS and regulatory basis

The Insurance Act 2003 (Section 24) prescnibed that an nsurer shall in respect of 1ts business other than e insurance business. mantain 2 margin of seivency being the
excess of the value of s admissible assets (v Nigena over 115 liabihies in Nigena

The solvency margin, which is determined as the excess of admissible assets aver tatal liabilities shali not be less than 15% of the yross premum income less remsurance
premiums paid out during the vear under review or the mimimum paid up caprtal, whichever 15 yreater
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The Comnpary's solvency postiion is as follows:

Soh
¢ L4 r
1014 2013
Admissible Assets N'000 000
Cash and cash equivalens 5,617,544 835,800
Financial assets:
- Available for sale 322836 179,598
- Al fuir value through profit or loss 1,518,872 2,023,940 '
- Loans and receivables 1,351,699 338,739
Investment in associates 518,580 437,024
Trade receivables 27,698 140,284
Other receivables:
- Accrued investment income 109,093 24,865
- Security holding company 500,000 500,000
Deferred acquisition cost 327,004 390,154
Reinsurance agsets 1,745,574 1,896,185
Invesiment properties 2824 488 1,000,000
Statutory deposit 340,000 340,000
Propenty and equipment 401,181 343719
Employees bencfits assets 170,198 166,963
A 15,775,165 8,617,280
Less: Adweissible Linbilities
Borrowings 15,552 5,723
Trade and other payables 5,121,897 431,363
Provision and other payables 464,182 599,188
Deferred income 102,234 84,797
Insurance liabihuies 4,733,745 4802573
Finance lease obligations 12,331 41,820
Employees benefits obligations 515,093 479,239
I 1ax payable 222 666 211,432
B 11,187,701 6,656,135
Solveacy margin {(A-B) 4,587,464 1,961,145
imwm paid wp capital 3,000,000 3,000,000
-
Net premium 4,757,033 31,916,907
15% of Net preminm 713,555 587,536

The Company’s solvency margin of N4,587.464,000 (2013: N1,96t,145,000) is more than the minimum paid up capital of N3,000,000.000 (2013 N3,000,000,000) . The
Company is solvent since the solvency margin is higher than the mimmum paid up capital & 15% of net premium.

d Segwent Reporting
The accounting pelicies of the reportable segments are the same as the Company’s accounting policies in note 3(z)
Segment result represents the result of each segment without allocation of certain expenses, finance costs and income tax. This 1z the messure reported to the Company’s
Chuef Executive for the purpose of resource allocation and of perfc

-4

All revenue are eamed in Nigeria. The classes of business that have sirmlar nisk and econimic characteristics are grouped together
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The following is an analysis of the Company’s revenue and result by reportable segment in 2014,
-
2014
M
otor and Marine Life Engineering Fire & TAR Bond Special Risk Total
Accident ,
Income: 060 N0 N'000 000 5000 MO0 N'000 ’
Gross wrilten premiums 2.857.821 614999 230850 1.463,899 29,290 1.522,452 671931
Net change i unearmed premiums (88,269) (519} 13.371) (9.802) 10.042 294 067 202,749 %
—
2.769,552 614,480 227,479 1.454,067 39,332 1817119 6,922,060 :
Insurance prenmium ceded to reinsurers 344,495 250,030 90,254 329490 9,868 822 884 2047619 :
Net change in uneamed premiums 15.013) 111,932y (8,455) 1,194 3,537 138,077 117,408 ‘
339,482 238,698 81,799 530,684 13.404 960,961 2,165,027
-— Netinsurance premisam hwcome R RIEAUF{H] TR TN 145 081 Ui ZEAON Sa0 |58 4570
Fee and commission income 98 846 73,134 14,982 150,677 31,882 35,394 376,945
- Segment incame 2,528,916 448,916 160,662 1,074,091 29810 891,552 5,133,047 ;
Expenses:
. Claims and benefits 639,015 112,212 47,837 322,275 21,532 512,603 1,976,074
Reinsurers’ share - Change 1n 1nsurance 5
habilities (214.211) {49,449) {107.710) 1242 850) (15.818) 156,916 {47312y
- Fees and commission expense 335780 102,711 34,904 245057 7443 117,770 843,604 ;
Business Acquisition cost 19,173 4,126 1,549 9821 197 10,2i4 45,081 ‘
Salaries & Allowances - Undewniting
g personnel 349,890 75,296 28264 179,229 186,398 822 663 :
Other Underwnting Expenses 227735 49.008 18,396 116,658 121,322 535451 :
| 357 983 203 004 4125 ERIINED . 3TN g
- E
Segment underwnung profit 1,170,933 35012 117,423 243,502 10,537 (213,670) 1,384,137 !
- Net investment return 132,911 28,603 10,736 68 084 1,362 T0.807 312,505 i
Foereign exchange gains 14,223 3,061 1,149 7,285 146 7,577 33,440 ;
M nt expenses (668 ,028) (143,759) (53.962) (342,193) (6.847) {355,880) (1,570,669) !
p— Profit before Tax 650,040 {537.084) 75,346 (22,922) 5198 (491,166) 159.413 1
Income Tax expense {57,116) *
Miuimum Tax Expense (43.188)
p— Profit afier Tax 57,109
Net actuarial gains/{losses) on employee benetits (44,538)
Fair value changes on available for sale financial assets 57,332
- T'ax effects on other comprehensive income {12,054y
Total comprehensive income
- 2013
M. E . . .
oter and Marine Life Engimeenng Fire & TAR Bond Special Risk T'onal
Accident
pu— Tncome: N'000 00 8000 000 N0 N0 000
CGiross winitten premiums 2.462 864 497,502 212,050 1.269,228 43,627 2.24787% 6,733,550
Net ¢change in uneamed premiums (88,088) 3108 (31.886) (102.160) (9.757) (R35.847) (1,068,540}
2,314,776 501,100 180,164 1,167,068 33870 1,408,032 3.665,010
Insurance premium ceded to remsurers 295206 181,300 51,145 559.82] 15,891 1,280,637 2,384,000
Net change in uncarned premiums (30.122) {903} (3,181 {3.659) (27200 (593.312) (035.897)
265 084 180,397 45,564 550,162 13,171 687325 1,748,103
- Net insurance premium income 2,109,692 320,703 134,200 610,906 20,659 720,707 3,916,907
Fee and comrmssion income 83,067 74,694 15,958 104 374 3,867 7,546 289 506
- Segment income 2,192 759 345 397 1501158 715,280 24 566 728253 4,206,413
Expenses:
Claims and benefits 819,263 108,206 (190,275} 395725 8,976 831,410 1,973,305
Reinsurers’ share - Change 1n insurance
liabilities (45.519) 20,677 61,763 30,863 {3.826) (30G.422) {245,524)
Fees and commission expense 322,774 70 863 29470 210385 6,619 48.743 6v7. 854
Business Acquisition cost 140,236 28.351 12.074 72,270 2484 127,994 383 409
Sularies & Allowances - Undewriting
personnel 160,219 32390 13,795 82,568 2,838 146,233 438 044
- Other Underwriting Expenses 117,845 23,824 10,146 60731 2,087 107,558 322,192
1,514,818 293,311 (63,087} §52.542 19,179 952,517 3,569,280
- Segment underwriting profiy 677.941 102,086 213,245 (137,262 3387 1224,264) 637,133
Net investment retutn 601 897 121,082 51,823 310,185 10,662 549,357 1,043,606
(ther income {16,073) 13.250) (1,384) (8.284) {285) (14.672) {43,946)
Management expenses (621,525) (125,650) (53,513) {320,301 (11.810 {567,272) (1,699.270)
Profit before Tax 642,238 94868 210,17 (155662} 4,755 (256,850 539,520
-— Income Tax expense 110,033
Minimum Tax Expense (37,975)
Prohit after Tax 611,578
— Net actuanal gains/(losses) on emplovee benefits 110,639
Tax effects on ather comprehensive income 1,066
Total comprehensive income 723,283
—_—
-
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e Financial assets and liabilities

Accounting classification. measurement basis and fair values

The table below sets out the Company’s classification of each class of financial assets and liabilities, and their farr values

31 December 2014

PN

Fugerhor with [ireoturs and

Other
financial
Tiabilities at Total
Loans and Designated at amortised carrying
Notes receivables fair value Avaitable- for-sale cost amgunt Fair value
000 ~'000 ' 000 N'000 N0 BO00
Cagh and cash cquivalents 2 5,617,944 - - - 5,617,944 5.617.944
T'inancial assets 3 1,351,699 1,318,872 322,836 - 3,193,407 3,193 407
Trade receivables 4 32832 - - - 32,832 12832
Other recervables less prepayments 981,638 - - - 981,638 981,638
Statutory deposits 12 340.000 - - - 340,000 340,000
Remsurance 2ssets 832,728 832,728 832,728
8,324,113 1518872 122 836 - 10,165,820 10,998,549
Borrowings 2 - - - 15,552 15,532 15.552
‘Trade payables 16 - - - 5.121,89% 5,121,897 5.121.897
{Onher payables 17 - - - 464,182 404,182 464 182
Finance lease obligations 18 12,331 12,331 12,331
insurance contract habilities - - - - - -
Investment contract fiablitics - - - - -
. B B 5613962 5.613.962 5613962
31 December 2013
COrther
financial
liabilities at Total
Loans and Designated at amortised carrying
receivables fair value Available- for-sale cost amount Fair value
000 N0 =000 000 N'000 N0
Cash and cash equivalents 2 815809 - - - 835,809 835809
Financial asse1s 3 338,73% 2023940 179,598 - 2,542.277 2,542.277
Trade recervables 4 140,284 - - - 140,284 140,284
(ther receivables less prepayments §74 426 - - - 874,420 §74,426
Statutory deposits 12 340.000 - - - 340000 340,000
2,529,258 2,023,940 179,598 - 4,732,796 4,732,790
Borrowings - - - 5,723 5723 5723
Trade payables 2 - - - 431,363 431,363 431,363
Other payables 16 - - - 599,188 599,188 594188
Finance lease obligations 17 41,820 41.820 41,820
Insurance contract labilities - - - - -
Investment contraet liabilities - - - -
- - - 1,078,094 1.078.004 1,078,094

Lines fopon!
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2 Cash and cash equivalents

31-Dec-14 31-Dec-13
N'000 N'000

Cash 747 877
Bank balances 5313979 503.199
Short-term deposits (including demand and time deposits} 303,218 331.733
Cash and cash equivalents (as per statement of financial position) 5,617,944 B35.809
Bank overdrafts (15,552) {5,723)
Cash and cash equivalents (as per statement of cash flows) 3.602.392 830.0R6

Short—term deposits are made for varying periods of berween cne day and three months depending on the immediate cash requirements of the
Company. All deposits were subject to an average variable interest rate of [12%)] (2013: 9.7%).
The carrying amounts disclosed above reasonably approximate fair value at the reporting date,

3 Financial assets
The financial assets are categorized by measurement as summarized below :

31-Dec-14 31-Dec-13
N'OOD )
Fair value through profit or loss (FVTPL) - (see note 3(a) below) 1,518,872 2.023.940
Loans and receivables (see note 3(b) beiow) 1,351,699 338.739
Available for sale (see note 3(c) below) 322.836 179.59%
3,193,407 2.542.277
Within one year 1,200,305 100,038
More than one year 1,993,102 2,442,239
3,193,407 2,542,277
3(a) Fair vatue through profit or loss (FVTPL)
Federal Government bonds 99,990 110,178
Treasury bills 6,145 100,038
Quoted equities 1,412,737 1,813,724
1,518,872 2,023,940
3(b) Loans and receivables
State government bonds 8,734 66,736
Corporate bonds 148,478 128,217
Unlisted debentures 328 1,231
Staff mortgage loans ’ 127,403 142,555
Placements 1,066,756
1,351,699 338,739

3{c) Available for sale financial asscts:
Available for sale financial instruments represent investment in listed and unlisted entities as at period end as shown below:

Unlisted equities at cost 415,670 345.003
Listed equities at market value 72,573 -
Specific allowance on impairment on available for sale assets (165,407) (165,407)
Carrying amount as at year end 322 836 179,598

Listed available for sale equities are measured at fair value using the quoted prices in active markets and fair value changes recognized in other
comprehensive income while unlisted available for sale equities are measured at cost less any identified impairment losses at the end of each
reporting period because there is ne active market to determine their fair value. At the reporting date, there were some available for sale assets that
were impaired and an aliowance for impairment to the sum of N165million were provided (31 December 2013: N165m).
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Uniisted equity investments with a cost of N415million (2013; N345million) are cartied at cost because their fair value cannot be determined a3

the range of reasonable fair value cstimate is significant and the probability of the various estimates canaot be reasonably assessed

An analysis of available for sale financial assets as at 31 December 2014 is as shown below

Name of entity

Value of equities

% holding

000 Yo
Sterling Assurance 153.267 4%
African Reinsurance Corporation 70,5351 3%
Energy Risk Liability Pool 67.000 4 |ines
Roval Exchange Microfinance Bank 20.386 17%
Nigeria Liability [nsurance Pool 10,000 1%
Others 1,432 -
RIERE R
The movement in {inancial assels are summarized as follows:-
31-DEC-14
Fair value
threowgh profit Loans and
and loss receivabies Available for sale Tota!
N'000 N'00G N'0D0 IN'OO4
Asat | January 2014 2023940 338.739 179,598 252277
Additions during the vear 7.377 1.066.736 87.586 L6171
Disposal (sales & redemptions) (120.414) {53.,796) - (174.21(h
Fair values gains/{losses) through profit or (loss) (395.007) - - (395.007)
Fair values gains/{losses) through OCI - - 35.653 35630
Foreign exchange gains/(losscs) 2976 - - 24070
Impairment losses - - - -
As at 31 December 2014 1,518,872 1.351.699 322.836 3193108
31-DEC-13

Fair value
through profit

Loans and

and loss receivables Available for sale Total
N'G00 N0 N'00D NO0
As at I Januarv 2013 1.535.167 3o4.166 183.360 2082.693
Additions during the yvear 210,047 - - 210047
Disposal (salcs & redemptions) (283.684) (100.038) (788) {384,510
Fair values gains/(losses) through profit or (loss) 362410 - - 302410
Impairment losses - - (2.974) (2.974)
As at 31 December 2013 2.023.940 264,128 179.598 2467 666
Trade receivables
31-Dec-14 31-Dec-13
N'000 000
Due from agents (see note 4{a) below) 27,698 21466
Due from co-insurers (see note 4(b) below) 5.134 TIB.RIS
32832 140284
Within one year 32.832 93384
More than one vear - 46,895
32,832 140,281
The carrying amount 1s a reasonable approximation of fair value
The analysis of due from agents is as follows:
31-Dec-14 31-Dec-13
'000 000
Ciross receivable from agents 110.649 21.466
l.ess: Impairment allowance (see note afi) below) (82951 -
270488 21460
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4a)i} The movements in impairment allowance on amount due from agents is analysed below:

31-Dec-14 31-Dec-13

N'O00 N'O00
Balance, beginning of year - 1.675.036
Allowance made during the year(see note 32) 82,951 -
Write off - (1.483,793)
Reversal during the year - {191,243)
82.951 -

The implementation of Section 50 of the [nsurance Act 2003 on "No Premium No Cover" by the regulator (NAICOM) with effect from Ist
January 2013 has necessitated that any outstanding premium receivables as at that date should be written off. Consequently only outstanding
premium backed by broker's credit note and collectible within 30 days from the end of financial year is permissible.

4(b) Due from co-insurers

31-Dec-14 31-Dec-13
N'000 N0
Gross receivables from co-insurers 142,644 245.205
Less: Impairment allowance (see note 4(b)(i} below) (137,510) (126,387)
5134 118.818
#b)Xi) The mevements in impairment allowance on reinsurance receivables is analysed below;
31-Dec-14 31-Dec-13
N'0G0 N'0DO0
Balance, beginning of year 126,387 136.789
Allowance made during the year (sce note 32) 11,123 8,122
Writebacks during the year - {18,524)
137.510 126.387
5 Reinsurance assets
31-Dec-14 31-Dec-13
NOOO N'000
Prepaid reinsurance premium 912,846 1.0300,255
Reinsurance claims recoverable 832,728 863,930
1,745,574 1,896,185
5(a) Analysis of reinsurance assets by business classes are as follows:
31-Dec-14 31-Dec-13
N'000 N'0O0
Fire 505,106 448,557
General Accident - 95,063 46,337
Motor 118,315 127,354
Marine 93,714 66,286
Ol & Gas 849,763 1,176,015
Engineering 59,857 20,161
Bonds 23,756 11,475
1,745,574 1,896,185
JLT Reinsurance — Profit commission - -
Total reinsurance recoverables 1.745.574 1.896.185
Within one year 1,745,574 1,896,185
More than one year - -
1.745.574 1.896.185

Reinsurance assets are valued after an allowance for their recoverability and the carrying amount is a reasonable approximation of fair value.
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This represents the unexpired portion of the commission paid to brokers and agents as at the reporting date.

31-Dec-14 31-Dec-13
000 000
Balance at start of the year 390,154 208 448
Additions in the year 780,516 879.560
Amortization in the ycar (843,666) (697,854}
Balance as at year end 327.004 390 134
6(a} Analysis of deferred acquisition cost by class of insurance are as follows:
31-Dec-14 31-Dec-13
N0 N'000
Fire 56,450 33.896
Accident 28,050 21.264
Motor 47493 66013
Marine and aviation 10,403 9.729
Ol & Gas 168,741 222.792
Engineering 4,885 13.410
Bond 982 3.050
327,004 390,154
Other receivables and prepayment
3i-Dec-14 31-Dec-13
N'000 P'000
Intercompany receivables (see note 7(a) below) 346,677 238,251
Other receivables (see note 7(b) below) 25,868 111,310
Security Holding Trust account (sce note 7(c) below) 500,000 300,000
Prepayments (see note 7(d) below) 151,565 165,791
Accrued dividend income (see note 7(e) below) 109,093 24 865
1.133.203 [.040.217
Within cne year 472,059 428,907
More than one year 661,144 611,310
1133203 LO40.21E7
7(a) Intercompany receivables
31-Dec-14 31-Dec-13
N'000 N'000
Royal Exchange Plc 206,584 40.245
Royal Exchange Prudential Life Assurance 81.876 135.229
Royal Exchange Healthcare Ltd 46,792 60.080
Royal Exchange Finance 11,425 2013
Royal Exchange Microfinance Bank Ltd - H84
346.677 238251
Other Receivables
31-Dec-14 31-Dec-13
N'0OOD N'000
Other receivables 624,029 680146
Accrued rental income 21,943 18.630
Staft loans and other debtors 168,595 204.737
Impairment on other receivables (see 7(b)(1) below (788.,699) (792,202)
25 868 111310
54




Keved Exchasgee Gonerad Bisarance funined
Individual FFinancial Statements for the vear ended 31 December 2004
Tagether with Directors’ and Auditors” Report

S(hii) The movements m impairment allowance on other receivables 1s analysed helow:

31-Dec-14 3i-Dec-13

~'000 '000

Balance. beginmng of vear 792.202 A REA R
Allowance made during the vear {sev note 32) 6.352 MR
Reclassitications 6.700 -
Write off - (248.507)
Write back of other receivables (see not 32) {16.33%) -
Balance, end of vear TRE U 92202

=
-

Security holding trust account relates (o amounts recevable trom Sceurity Holding Trust in respect of an investment in a proposed stalt share
incentive scheme which is a subject of litigation in swit FHC/A/CS/5479/09.0 Assets in cash dividends of N23 Tmillion and ordinary shares of
Roval Ixchange Ple with market value ot N462 million as at 31 December 2014 are being held as guarantee that value will aot be lost.

“(d} Prepayment

31-Dec-14 31-Dec-13
000 %000
Prepaid Furmiture allowance 41.833 BRI
Prepaid Rent allowance 61,730 REER
Prepaid expenses 48.001 07483
151,363 1635791
The movement in prepayment 1s analysed below
31-Dec-14 31-Dec-13
000 N'000
Balance. beginming of yvear 165,791 Y9784
Amortisations 10 P&L (2563067 (184171
Additions 231651 250178
Reclassilications to property and cquipments (9.510) -
Balance, end of vear 131 s0% 1hs 91
7{e) Accrued dividend income
31-bee-14 31-ec-13
*'000 %000
Divadend receivables 117948 24865
Impairment on accrued investment {see not 7ici(i) below) (8.85%) 4.027)
[NEAINK 2R3N
“(eXi) The movement in impatrment on acerued myvestment 1s analysed below
31-Dec-14 31-Dec-13
%000 5000
Balance. beginming of vear 4.027 4.027
Allowance made during the vear {see noie 32) +.828 -
NRFA d027
8 Investment in associates
8(4)} The mevement in balances of investment in associates are as shown below:
31 DECEMBER 2014 CRCO EMFEA REHI. TOTAL
5000 000 5000
Opening balance 213.695 123329 biTzd
Addinonal investment during the yvear 96 08 - 6 O8N
Dividend income - - -
Share of current vear resull recognised in profit or loss (17.03 1) - (17.031)
Share ot current vear result recognised in other comprehensive income 1.679 - | 67w
Balance, end of the year 29525 2253249 MR

»
rn
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31 DECEMBER 2013 CBC EMEA REMIL TOTAL
N'000 N'O0D ' 000
Opening halance 220.735 223329 A6
Additional investment during the year - -
Dividend income (19.382) - (19.382)
Share of current year result recognised in profit or loss 12.342 - 12,342
Balance. end of the vear 213695 2233 437023
8(b) An aualysis of investment 1n associates as at vear end is as shown below
2014 2013

Yalue of Percentage Value of equities Pereentage

equities holding holding
Name of entity 5'000 Yo 000 %a
Roval Exchange Healtheare Linuted (see e (bHi) below) 223.329 33.00% 223329 33.00%
CBC EMEA Limited (sec note (b)) below) 2195251 24 90% 213,695 22.92%
Balance. end of vear SR80 437.021

8(bXi}

This represents the Company's investment in the ordinary shares ot Roval Exchange Healtheare Limited, a company incorpoerated in Nigeria. The
Company's investment in Roval Exchange Healtheare 1.imited exceed 20% which qualifies it as an associate to be equity accounted for. However.
this invesiment was not accounted for using equity accounting method as it fully met the exemption criteria stated in 1AS 28,

Royal xchange Healtheare Fimtted is owned by three (3} entities (i.c. Roval Exchange Plc which holds 3020, Roval Exchange General Insurance
which holds 33% and Royal E:xchange Prudential life Ple which holds 37%).

Royal Exchange Prudential Life Ple and Royal 1:xchange General Insurance are wholly owned subsidiaries of Roval I'xchange Ple. Hence. Roval
Exchange Pic indirectly owns 100% of Roval Exchange Healtheare Limited.

I'he uitimate parent company, Royal Exchange Ple, produces consolidated financial statements for public use which complics with 1FRSs. Also.
the ultimate parent company does not object to not applying the equity accounting method.

(bXii)y his reprosents the Company's imvestment m the ordinary shares of CRCTMEA B imted meorporated i Ngena, sepresenting 28 0% o 1 December
2013 22.92%) equity interest in the company. The investee company has a 31 December year end
As at year end. the Company holds 193,816,780 ordinary shares ot N1 each in CBC FMEA (December 2013: 193,719 872).

‘The summarised financial information of CBC EMEA Limited arc as set out below:

2014 2013
5000 5000
Non-Current Asset 2.119.641 2,165,670
Current Asset 2116344 2738952
Non-Current Liabilitics - (94.534)
Current Liablities (3.511.503) (3927.713)
et assels 724,482 882.375
(ompany's share of net assets ] 180.396 231.490
Revenue 1.832.003 6.492 489
tLoss)/profit afier tax (107.676) 143,551
(Loss)/Profit after tax attributable to owners of CBC EMEA (20,456) 33843
Company's share of {loss)/profit {17.031) 12.342
Other comprehensive income arising from Ai'S 7325 -
Company’s share of (X1 1.679 -
Total comprehensive income attributable to owners of CRC EMIA (19.067) -
> Iotad comprehensive meomye OGRS 143,551

Company's share of total comprehensive income 14,370} 35.694
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13.1

13.2

Hovad fvcihara Goneral fSossranoe i
Indwcidual Fraencial Statements for the vear ended 31 December 2014
Together with Directors’ and Auditurs’ Report

I1 Intangible assets

31-Dec-14 31-Dec-13
5%'000 000

Cost:
At i January 163607 132706
Additions - 12241
At 31 December 165.007 165 007
Accumulated amortisation:
AL T January 132.121 126712
Charge for the year 11.808 5.409
At 31 December 143 929 13212
Carrying Amount as at 31 December 21,078 32.887

Intangible assets as at year end are made up ol acquited computer sefiware licenses

12 Statutory Deposits :
In line with section 10 (3) of the [nsurance Act of Nigeria. a deposit of 10% of the regulatory share capital is kept with the Central Bank
of Nigeria. The cash amount held is considered to be a restricted cash balance.

31-Dec-14 31-Dec-13

000 5'000

Deposits with CBN 340000 340.060
340,000 340.000

13 Employee henefit ohligations
The Company operates defined contribution pension plan bascd on the New Pension Act 2004, and a defined benefit gratuity plan bascd
on cmployee's pensionable and other post-employment remuneration and length of service. ;
Defined benefit plan: N
The Company offers its cmployees defined benetit plans in the form of gratuity scheme and long service awards. The Gratuily Scheme
covers all employees who were in service as at 31 Decembe, 2014 and 1115 payabie to an emplovee on resignation only if the employee
has served the company for more than five years. The grataily benefit is based on « percentage of an emplovee's annual emolumenl. :

The company operates a Long Service Award scheme for its employees. Qualification for long service awards are 10 years, 15 vears, 20

vears, 25 vears, 30 years and 35 vears,

The defined benefit obligations arc actuarially determined at the vear end by H R Nigeriz Limited with FRC number

FRC/Z012/NAS/O0000000738. The actuanial valuation is done based on the “Projected Unit Credit™ method. Gains and losses of
changed actuarial assumptions are charged to other comprehensive income.
The details of the defined benetit plans are as below

31-De¢-14 31-Dec-13
2000 N'000

Emplovees retitement benefits (see note 13 .4) 170,197 P66 903 B
Gratuity {outstanding Jiability) (see note 13.5) (482.612) (446,724
Long Service Award (Outstanding liability) {see note 13.6) (32 481) {32,515}
Employee benefit hability (515.093) (479.239)

31-Dec-14 31-Dec-13
Compuny's Asset for:- 2000 %000
— Pension benetits (Note 13 4) 363.743 HI8T32 :
Total 363.743 418732 =

62
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fnddevidual Fingneoial Statements for the year ended 31 December 20704
Tagether with Directors’ and Auditors’ Report

L1 Intangible assets

31-Dec-14 31-Dec-13
N'000 N'000

Cost:
At | January 165,007 132,706
Additions - 12241
At 31 December 165,007 163 007
Accumulated amortisation:
At | January 132,121 126712
Charge for the vear 11,808 5.409 s
At 31 December 143,929 132121
Carrying Amount as at 31 December 21,078 32,887

Intangible assets as at year end arc made up of acquired computer software licenscs.

12 Statutory Deposits

In line with section 10 (3) of the tnsurance Act of Nigeria, a deposit of 10% of the regulatory share capital is kept with the Central Bank
of Nigeria. The cash amount held is considered 1o be a restricted cash balance.

31-Dec-14 31-Dec-13
N0 N'OOO =
Depuosits with CBN 340,000 340,000 4
340,000 340,000 3

13 Employee benefit obligations
The Company operates defined contribution pension plan based on the New Pension Act 2004, and a defined benefit gratuity plan based =
on employee's pensionable and other post-employvment remuneration and length of service.

Defined benefit plan:

The Company offers its emplovees defined hencfit plans in the form of gratuity scheme and long service awards. The Gratuity Scheme
covers ali employees whe were in service as at 31 Decembe, 2014 and it is payable 1o an employee on resignation only if the cmployee
has served the company for more than five years. The gratuity benefit is based on a percentage of an emplovee's annual emolument.

The company operates a Long Service Award scheme for its employees. Qualification for long service awards are 10 years, 15 years, 20
vears, 25 years, 30 vears and 33 years.

The defined benefit obligations are actuarially determined at the year end by H R Nigeria limited with FRC number
FRC/2012/NAS/GO0C0000738. The actuanial valuation is done based on the “Projected Unit Credit” method. Guins and losses of

changed actuarial assumptions are charged to other comprehensive income.
The details of the defined benefit plans are as below:

31-Dec-14 31-Dec-13
N'000 N'GO)

Employees retirement benefits (see note 13.4) 170,197 166 963
Gratuity {outstanding liability) {scc note 13.5) (482,612) (446,724) 3

Long Service Award (Qutstanding liability) (see note 13.6) (32,481 (32.515)
Employee benefit liability {515,093 {479 239) =
31-Dec-14 31-Dec-13
13.2 Company's Asset for- 2000 000 =
— Pension benefits (Note 13.4) 363,743 +18.732

Total 363,743 418732
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Hovad £vchoge Coenerad Simernn v Lintined
Indrerdual Financial Statements for the vear ended 31 December 2014
Lagether with Divectors’ and Auditors' Report

31-Dec-14 31-Dec-13
13.3 Company's obligations for:- 000 NOOO
— Pension benefits (193,545) (251.769)
— Gratuity {482.612) (446.724)
— Long Service Award {32,481) {32 315)
Towal Company's obligation (708,638) (731,008)
Income statement charge for:-
- Pension benefits (23,835 {10,507}
— (rratuity 96.822 123133
— Long Service Award 8526 7.389
Total (See note 35) 81,513 1700035
Gam/ (loss) on other comprehensive income
-Adjustments for Net Pension Assets (B4.717) 107 086
-Adjustments for Gratuity Obligations 33618 (471)
-Adjustments for Long-Service Awards Obligations 6,561 1.024
Total (see notc 25) (44,538} | 10039
134 Pension benefits
The amounts recognised in the staiement of financial position are determined as follows
31-Dec-14 31-Dec-13
5'000 NG
Present value of funded obligations {193.545) {251.769)
Fair value of plan assets 363,743 418,732
Asset in the statement of financial position 170,198 166 963
31-Dec-14 31-Dec-13
N'000 2000
Current - -
Non-current 170,198 1061 963
Asset in the statement of financial position 170,198 L6t 963
The movement in the defined benefit obligation over the year is as follows:
31-Dec-14 31-Dec-13
M0G0 %000
At 1 January 251,769 302327
Current service cost - -
Interest cost 30.600 3873
Past service cost (including curtailments) -
Actuarial losses/{gains)-assumption (12.241) -
Actuarial losses/(gains)-experience 38,949 (89,289)
Benefit paid by employer (64,117} -
Benefiis paid by the Fund (51.413)
At 31 December 193.545 231 F049
The movement in the fair value of plan assets of the year is as follows:
31-Dec-14 31-Dec-13
NO0D '000
At 1 January 418,732 3316047
Expected return on plan assets 34,435 449238
Benefit paid from the fund (51.413) -
Actuarial gains/(losses) (58.009) 17.797
At 31 December 363,743 J18.732
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Indrvidual Financial Statements for the vear ended 31 December 2014
Together with Directors’ and Auditors' Report

The amounts recognised in the profit or loss are as follows:

31-Dec-14 31-Dec-13
NOOD N'000
Current service costs - -
Net interest costs/income:
- Interest costs 30,600 38.731
- Expected return on plan asset (54,435} (49,238)
At 31 December {23,835) (10,507)

The periodic pension and gratuity costs are included in the stafl costs for the reporting period and treated as a single line item

The principal actuanal assumptions used were as follows:

31-Dec-14 31-Dec-13
Discount rate 15% 13%
Future pension increases 3% 3%
Inflation rate 9% 10%
Staff tumover rate(average) N/A N/A
Average staff promotion rate NrA N/A
Average moriality rate N/A N/A
Average salary increase N/A N/A

The average life expectancy in years of a pensioner retiring at age 65, at the end of the reporting period 1s as follows:

31-Dec-14 31-Dec-13
Male 80 80
Female 84 84

The average life expectancy in years of a pensioner retiring at age 63, 20 years afler the end of the reporting period, is as follows:

31-Dec-14 31 -Dec-13
Male 80 80
Female 84 84
The sensitivity of overall pension liability to changes in the weighted principal assumptions 1s:
31-Dec-14
Change in assumption Impact on overall liability |
Discount rate 0.50% | 0.50% 5.061] (4.810)
31-Dec-13
Change tn assumption Impact on overall liability —I
Discount rate 0.50% | 0.50%) 6,035] (5711)
i3.5 Gratuity Benefits “
The amounts recegnised in the staternent of financial position are determined as follows:
31-Dec-14 31-Dec-13
N'0DO NO00
Present value of funded obligations - .
Fair value of plan assets - -
Present value of unfunded obligations 482612 416,724
Liability in the statement of financial position 482,612 446.724
31-Dec-14 H-Dec-13
' 000 »'000
Current - -
Non-current (482.612) {446,724)
Liability iz the statement of financial position (482,612) (446,724)
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Feond {ve e Coonerad fsnrcnnc e £ imed
Individual Fivancial Stagemenis for the vear ended 31 December 2014
Fogedher with Direciors” and Audiiors' Report

The mevement in the gratuity obligation over the vear 15 as follows

31-Dec-14 31-Dec-13
000 M0G0
At 1 January 446724 36581
Current service cost 36.888 AT
Interest cost 35934 4. 731
Past service cost {including cunailments) . EUINRTY
Benefits paid (27.316) {42,081}
Actuanal losses/(gains) (33.618) 471
At 31 December 482,612 446723
The amounts recognised in the profit or loss are as follows:
31-Dec-14 31-Dec-13
5000 N'OO
Current service costs 36 RE% kY
Net interest costs/income
- Interest costs 59.934 46,750
- Expected retum on plan asset -
Past service costs {including cunailmem) - RESNRTN
At 31 December 96 822 123,153

The penodic pension and gratnty costs are included in the staff costs for the reperting penod and treated as a single line item

The principal actuarial assumptions used were as follows

J3i-Dec-14 31-Dec-13
[nseount rate 15% 13.5%
Future salary increases 12% 12%
[ntlation rate 5% 9%
Staf¥ lurnover rate(average) N/A N/A
Average staff promotion rate N/A N/A
Average mortality rate N/A N/A
Average salary increase N/A N/A

The average Life expectancy in years of a pensioner retiring at age 65, at the end of the reporting period is as follows:

31-Dec-14 31-Dec-13
Male N/A NIA
Femalc N/A N/A

The average life expectancy in vears of a pensioner retinng at age 63, 20 vears afier the end of the reporting period. is as follows:

31-Dec-14 31-Dec-13
Male N/A N/A
Female N/A N/A
The sensitivity of overall gratuity liability to changes in the weighted principal assumptions is:
31-Dec-14
Change 1n assumption impact on overall labilty ]
Discount rate -0 50% 0 50% 1 053 (1.045)
Future salary increases -0 50% 0.50% (2.154 2,155
31-Dec-13
Change in assumplion [mpact on overall liamhity I
Discount rate -0.50% 0.50% 2.947 (2.915)
Future salary increases -050% 0 50% (3.959) 3,976
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Long Service Awards
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Tddrerdual Financral Statements for the vear ended 31 December 201 4
Hogether with Directors’ and Auditors’ Report

31-Dec-14 31-Dec-13
=000 000
Present valuc of funded obligations -
Fair valug of plan usscts - -
Present value of unfunded obligations 32.481 PR
Liability m the statement of financial position (32 481) (32,515)
Current - -
Non-current (32481 (32.515)
Liability in the statement of tinancial position (32,481) (32,515)
The movement in the defined benelit abligation over the year is as follows:
31-Dec-i4 31-Dee-13
000 %000
At | January 32,515 RIRTGES
Current service cost 4284 3AA0
Interest cost 4242 R R
Benefits paid (1.999) (1.858)
Actuarial losses/{gaing) (6,361) (4.024)
AL 31 December 32 481 32513
The amounts recognised in the profit or loss are as follows:
31-Dec-14 31-Dec-13
000 %000
Current service costs 4,284 RINTSLE
INct interest costs/ income:
- Interest costs 4.242 3829
- Expected Return on plan asset -
At 31 December 8,526 7389
The principal actuarial assumptions used were as follows
31-Dec-14 31-Dec-13
Discount rate 15% 13.5%
Future salary increases 12% 12%
Inflation rate 9% 9%
Average staff promotion rate N/A N/A
Average salary increase /A N/A
The average life expeclancy in vears of g pensioner retinng at age 63, at the end of the reperting period 1s as follows:
31-Dec-14 31-Dec-13
Male N/A N/A
Female N/A N/A

T'he average life expectancy in years of a pensioner retinng at age 65, 20 vears after the end of the reporting periad, is as follows

Male
Female

31-Dec-14 31-Dec-13
NIA N/A
N/A N/A

i2]
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vl Lo Cenerad fusinaned §inzited
Individual Financial Statements for the vear ended 37 Decomper 2004
Together with Directors’ and Auditors’ Report
‘The sensitivity of overall long service award liability te changes in the weighted principal assumptions is
31-Dec-14
Change in assumption Impact on overall liability |
Discount rate -0.50% 0 50% 966 (923)
Future salary increascs -0 50% 0.50% (631 651
Inflation rate -0.50% 0.50% (405) 420
31-Dec-13
: Changc in assumption Impact on overall liability |
Discount rate -0.50% {.50% 1,105 (1.363)
Yuture salary increases -0.50% 0 50% (682) 714
Inflation rate -0.50% 1.50% (463) 490
-
-]
=
-

M’L--Iuﬂ
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Rayal Frchange Cienerad fasurance Limied
Individuad Financial Siaiements for the yeor ended 31 December 2074
Together with Directors” and Audiors’ Report

15 Deferred Income

31-Dec-14 31-Dec-13
%000 50D}
Deferred Rental lncome (sce note 15¢a) below) 28,716 17,350
Deferred Commission Income (see note 15(b) below) 73518 67 447
102,234 84,797
Within one year 935,161 84,797
More than one year 7,073 -
102234 84,797
15(a) Deferred Rental Income
31-Dec-14 3i-Dec-13
000 =000
At 1 January 17,350 48,192
Additions during the year 28,716 .
Amortised for the vear 117.350) (30,842)
Refunded for the year - -
At 31 December 28,716 17,350
t5(b) Delerred Commission Income
This tepresents the unexpired portion of commission received (rom businesses ceded to Reinsurers as at the reporting date
31-Dec-14 31-Dec-13
w000 =000
Balance at start of the year 67,447 44 482
Additions in the year 182,986 312471
Amortization dunng the yvear {376,915) (289,506)
Balance as at year end 73518 67,447
Analysis of deferred commussion income by ¢lass of insurance are as follow:
31-Dec-14 31-Dec-13
000 N0
Fire 22,081 21,957
Accident 9718 4 830
Motor 14,719 18,869
Marine and aviation 7,154 7338
0il & Gas 10,320 9.083
Engineering 6,062 3610
Bond 3,464 1,760
73,518 67 447
16 Trade payables
31-Dec-14 3-Dec-13
} 5000 000
Reinsurance payables 164,714 431363
YA Insurance brokers- Premium received in advance 4957183 -
5,121,897 431,363
Due within | - 12months 5,121,897 431,363
e afer more than 12Zmonths - -
5,121,897 431,363
17 Other liabilities
31-Dec-14 31-Dec-13
5000 =000
Accruals 60,947 117,714
NAICOM levy 36,017 34,117
Other liabititics 367129 442 357
Payables to related parties ( Royal Exchange Microfinance Bank 1.td) 89 -
464,182 599,188
Duc within 1 - 12months 36,106 105,180
Due afer more than 12months 428 076 494 008
464,182 500,188
69




Royal Exchange (jeneral insurance Limued
Indrvidual Financial Siatements for the year ended 31 December 20i 4
Together with Direciors’ and Auditors' Report

18 Finance Lease Obligations
The Company leased certain of its property, plant and equipment under finance keases. The average lease term is 3 years. The Company has options to purchase the
equipment for a nominal amount at the end of the lease terms. The Company's obligations under finance leases are secured by the lessors’ title 10 the leased assets (sce
note 10).
Interest rates underlying all obiigations under finance leases are fixed al respective contract dates ranging fram 18% to 22% (2013: 18% to 22%) per annum,

Fi minimum Payments

Interest Net present valye of fugure ) nis
31-Dec-14 31-Dec-13 31-Dec-14 J1-Dec-13 31-Dec-14 31-Dec-13
w000 ='000 OO0 N'000 N'000 000
Not later than one year 13,712 24320 1,381 4,831 12,331 29,489
Later than one year and not Jater than 5
years - 13,712 - 1,381 - 12,331
Later than 5 years - - - - - -
13,712 1,381 6,212 12,331 41,820
19 Insurance contract liabilities
31-Dec-14 Ji1-Dec-13
N'O0O M"000
Non-life business
Unexpired risk (See note 19(b) below) 2,303,340 2,500,089
- Claims outstanding 1,495,477 1,441,397
= incurred but not reported 934,928 855,087
Outstanding claims: (See note 19(c) below) 2,430,405 2,296,484
4,733,745 4,802,573

1%(a) The concentration of non-life insurance by type of contract is summarised below by reference to liabilities.

31-Dec-14 31-Dec-13

w000 N'000

Fire 820,105 1,001,536

Accident 590,676 483,040

Motor 926,625 1,030,689

Marine 225,627 193,989

Oil and Gas 1,989,664 1,901,988

Engineering 141,159 152,931

Bond 39,889 28,400

4,733,745 4,802,573

1%(b ) Unexpired Risk is summarised by type below

31-Dec-14 31-Dec-13

w000 ~'000
Fire 339,394 330,197
Accident 161,786 124,707
Motor 601,759 550,569
Marine 66,740 65,616
Oil and Gas 1,044,107 1,338,775
Engineering 83,744 80,373
Bond . 5,810 15,852
Total 2,303,340 2,506,089

1%c) Outsianding claims represent the estimated ultimate cost of setiting all claims arising from incidents occurming as at the reporting date.
Analysis of outstanding claims per class of non-life insurance business is shown below:

31-Dec-14 31-Dec-13

N000 NO00
Fire 643 856 681,339
Accident 428,850 358,333
Motor 324,866 480,120
Marine 158,887 128,373
QOil and Gas 765,075 563,213
Engmeering 74,751 72,558
Bond 34,080 12,548
Total 2,430,405 2,296,484
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31-Bec-14 31-Dec-13
N0 'O ' 0y %'000
Insurance liabilities - 4,733,745 - 4,802,573
Less Reinsurance recoverable: - - - -
Reinsurers’ expense prepaid 912 846 - 1,030,254 -
Reinsurers’ share of claims expense outstanding 436,159
Reinsurers' share of incurred but net reporied claim 396,570 (1,745,575) 865,928 (1.896,181)
Net insurance funds 2,088,170 2,906,392
Assel Cover:
Quoted equity, not more than 50% of insurance liability 747,043 1,453,196
Cash and cash equivalents 660,761 835,800
[Loans and receivables 1,040,000 -
Federal government bond 99,990 110,178
State povernment and Corporate bond 157,212 194 953
Unlisted debentures 3128 1,231
Treasury Bills 6,145 100,038
Mortgage loan 127 403 142,555
Unquoted equity 298 817 179,598
Total asset cover 3,137,699 3,017,558
Surplus in asset cover 149,528 111,166
20 Taxation
2.1 Charge for the year
31-Dec-14 31-Dec-13
Recognised e profit or foss %'000 2000
Income tax . R
Izducation Tax 7,197 -
Technology Tax 1,594 5,395
8,791 5,395
Deferred tax charged credit) (sec note 14) 48,325 (115,428)
57116 (110,033)
Minimum tax 45188 37975
Recognised i other comprehensive moome
Deferred tax on remeasurement of defined benefit scheme (see note 14) 12,054 (1,066)

The charge for income tax in these financial statements is based on the provisions of the Companies Income Tax Act, CAP C21 1.FN 2004 as amended and Education

Tax Act, CAP [4 LFN 2004,

Reconciliation of effective tax rate

31-Dec-14 31-Dec-13
Tax rate Amount Tax rate Amount
% N'000 % 000
Profit/(loss) before tax 159,413 611,578
Income tax using the domestic corporafion fax rate 30% 47,824 30% 183,473
Non-deductible expenses 108% 172,497 6% 37427
Tax exempl income -39% (61,751} ~55% (336,328)
Tertiary education tax 5% 7,197 0% -
Technology tax 1% 1,594 %o 5.395
Dergcognition of tax losses -69% (110,245, 0% -
36% 57,116 -18% (110.033)
20.2 Current income tax liabilifies
31-Dec-14 31-Dec-13
N0 N0
At January | 211,432 213,041
Charge for the year 53979 43370
Paid during the year 142.745) (44,979
222 666 211,452
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X1 Share capital
Share capital comprises

31-Dec-14 31-Dec-13

000 000
Authonized share capital
5.000.000,000 ordinary shares of N1 each 5,000,000 3,000,000
Ordinary share capital
3,716,667.000 ordinary shares of N1 each 3,716,667 3,716,667
Addition during the year 650,000 -
4.366,666,000 ordinary shares ot N1 each 4366 667 3,716,667

I'he holders of ordinary shares are entitled to receive dividends as declared from time 1o time, and are entitled to one vote per share at meetings of the Company
Dividends on ordinary shares

Dividends on ordinary shares are recogmised in equity in the period in which they are approved by the Company s sharcholders. Dividends for the year that are declared
atler the end of the reporting perind are dealt with in the subsequent penied.

Dividends proposed by the Directors but not vet approved by members are disclosed in the financial statements in accordance with the requirements of the Company
and Allied Matters Act of Nigeria,

During the year. the parent Company Royal Exchange Ple made additional investment of N1.04 billion in the issued shares of REGIC. The nomial value of N650 million
has been accounted for in share capital, while the premium ol N3%0 on the shares issued has been accounted for in share premum

22 Share preminm

31-Dec-14 31-Dec-13
N'OH} %'000
Beginning of the year 412,737 412,737
Additions during the year 390,000 -
As at year end R(2.737 412,737

23 Contingency reserve

‘The Company maintains Contingency reserves for the peneral business in accordance with the provisions of' S 21 (1) of the Insurance Act 2003
In compliance with the regulatery requirements in respeet of Centingency Reserve [or general business, the Company maintains contingency reserve at the rate equal to
the igher of 3% of gross premium or 20% of the total profit after taxation until the reserve reaches the greater of minimum paid up capital or 50% of net premium

31-Dec-14 31-Dec-13
000 N'000
Beginning of the yvear 880,373 678,366
‘T'ransfer from profit or loss account 201,579 202,007
As at vear end 1.081.952 880,373

24 Retained earnings

The reserve comprises undistributed profity (loss) from previous years and the current year available for dividend distribution 10 1he equity sharcholders of the company
(if approved at the Annual General Meeting). For the analysis of movement in Retained Farnings, see the "Statement of Changes in Fquiny

31-Dec-14 31-Dec-13
='000 NOOO
Al the beginning of the year 1.090,345 978,107
Transfer from profit and loss 57,109 611,378
Transfer to contingency reserve (201,579) (202.,007)
Dividend paid during the year (148,667) (297.333)
Al end of the vear 797 208 1,090,345
25 Other component of equity
31-Dec-14 31-Dec-13
5000 8000
Ralance at the beginninyg ol the year 130,421 18,716
Fair valuc changes: -
- Avardable for sale financal assets (see noie 3(dy 55.653 =
- Nhare of current vear resully in equity aoconnted investees (see rote Stug) 1,679 - =
Total fair value changes in statement ol changes in equity 57,3533 . g
Actuarial painsilosses) on employee benefit abligations (see nole 13 3) (44.538) 110,639
l'ax elfects on OCI {(see note 20.1) (12,050 1.066 =
At end of the vear (see note 25 (b) below) 131,162 130,421

o

Nature and purpose of other components of equity
Fair value reserves

Fair satue reserves represent the cummulative net change in the fair value of available-for-sale financial assets al the reporting date.
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Asset revaluation reserve

The revaluation reserve relates to the surplus on revaluation of land and building at the end of the financial period. Increases in the value of these assets are recognised in
other comprehensive income and accumulated in assets revaluation reserve until the assets are derecognised.

Acturial reserves

Actuarial (surplus)deficit on employee benefits represent changes in benefit obligation due to changes in actuarial valuation assumptions or actual experience differing
from experience. The gains/losses for the year, net of applicable deferred tax asset/liability on employee benefit obligation, are recognized in other comprehensive
income.

26 Reinsurance expenses

31-Dec-14 31-Dec-13
2000 MO00
Gross wnitten reinsurance prerniums 2047619 2,384 000
Change in reinsurance uneamed premiums 117,408 (635,897)
Reinsurers’ share of gross earied premiums 2.165.027 1.748.103
27 Fee and commission income
3-Dec-14 31-Dec-13
000 000
Reinsurance commissions 376,915 289,506
3764158 2R9.306
28 Analysis of insurance claims and benefits incurred by class are as follows:
M-Dec-14 31-Dec-13
=000 w000
Motor and Accident 639,615 819,263
Fire and [AR 522,275 395,725
Marine 212,212 108,206
Enginecring 67,837 (190,275)
Bond 21,532 8,976
Special Risk 512,603 831,410
1,976,074 1,973,305
29 Insurance claims and benefits incurred - recoverable from reinsurers
3 -Dec-14 3-Dec-13
=000 806K
Motor and Accident 214211 45,519
Fire and [AR 242 850 (30,863)
Marine 49 449 {20,677
Engineenng 107,710 (61,703)
Bond : £5,818 3,826
Special Risk (156.916) 309,422
473122 245,524
30 Underwriting expenses (fees, commissions and other acquisition expenses)
31-Dec-14 31-Dec-13
- '000 N'000
Salanes & allowances - underwriting employees (35.1) 822,663 438,044
Accommodation costs 37888 52,884
Communication Costs 340,576 204 932
Business and administration expenses 106,987 64,376
Acquisition costs:
Insurance contracts - non-life 780,516 879,560
Amortisation of insurance contracts deferred acquisition costs 63,149 {181,705)
Other commissions 45,081 383,408
2246 859 1,841,499
31 Investment Income
31-Dec-14 31-Dec-13
N'000 R'000
Dividend income (See note 3 [(a) below) 172,978 65,368
Interest income (See note 3 1{a) below) 160,663 96,427
Net realised gains/losses) on financial assets (See note 31(a) below) (3,476) -
Net investment income 330,165 161,795
Changes in fair value (68,130) 1,159,315
Total Investment Income 262033 1321110
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31(a) Analysis of investment income are shown below:

-y Wy W W W W W W W "W

2014

Net realised gains

‘ ‘ Interest income and losses Changes in fair value Total
Dividend income
N'000 N'000 w000 '000 N'000
Debt securities:
*Available-for-sale - - - -
*At fair value through profitloss 40,037 (3.476) - 36,361
*Held for irading - - - - -
*Loan & receivables (amortised cost) - 6.905 - - 6,905
Equity Securities: - - - -
* Available-for-sale 99,433 - - - 99,433
*At fair value through profivless 73,545 - (395,007) (321,462)
Investment properties - - - 326,877 326,877
Cash and cash equivaients - 73115 - - 73,115
Deposits with credit institutions - - . - -
Mutual funds and unit trusts - - -
Investment management income 40,606 - 40,606
172978 160.663 13,4786} (68,1300 262,035
2013
Interest income Net realised gams Changes in fair value Total
Dividend income and losses
N'000 2000 N000 N'000 000
Debt securities:
*Held-to-maturity - - - -
*Available-for-sale - - - - -
* At fair value through profitloss - 60,065 - - 60,065
*Held for wading - . - -
*Loans & recervables (amortised cost) - 9,565 - - 9565
Equity Securities: . - - .
* Available-for-sale - - - -
* Al fair value through profivloss 65,368 - - 562,410 627,778
Investment properties - - 596,905 596,905
Cash and cash equivalents 25206 - - 25,206
Deposits with credit institutions - - - -
Mutual funds and unit trusts - - - -
[nvestment management income - 1.591 - 1,591
635368 96,427 - 1139515 321110
32 (Write backyAllowance for impairment
31-Dec-14 31-Dec-13
N'000 LALLI
Impairment allowance/(Write back) on premium and other receivables - non-life business (see note 4(a)i)) 82,951 {191,243)
Impairment/(write back) on reinsurance receivables - (see note 4(b)i)) 11,122 {10,402)
Impairment allowance on other receivables {see note 7(b)}1)} 5,352 26,094
Impairment allowance on dividend receivables (see note 7(e)i)) 4,828 -
Write back on allowance for other receivables (see note 7(b)i)) (16,555) (5.020%
Impairment allowance on financial assets - 2,974
X% 698 (177597
33 Other operating income
31-Dec-14 31-Dec-13
NN N'000
Rental income 60918 61,541
Profit on disposal of property and equipments 7964 5812
Interest income on staff loans 17,531 26,260
Recoveries of previously written off assets 11,209 -
Bonus payments by brokers 58,577 40,944
156199 134,357
74
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31(a) Analysis of investment income are shown below:

2014

Interest income

Net realised gains

Changes in fair value

Total

Dividend income and losses
N0 N'000 N0 #1000 N'000
Debt securities:

*Available-for-sale - - - - -
*At fair value through profitloss - 40,037 (3,476) . 36,561
*Held for trading - - - - -
*Loan- & receivables (amortised cost) 6,905 - - 6,905
Equity Securities: - - . -
*Available-for-sale 99,433 - - - 99,433
*At fair value through profitloss 73,545 - - (395,007) (321.462)
[nvestment properties - - - 326,877 326,877
Cash and cash equivalents - 73,115 - - 73,115
Deposits with credit institutions - - - -
Mutual furds and unit trusts - - - - -
[nvestment management immceme 40 606 - 40,606

172978 160 .663 13,476} 168.130) 262,035

2013
Interest income Net realised gains Changes i fair value Total
Dividend income and losses
%000 000 #0000 000 N'000
Debt securities:

*Held-to-manurity - - - - -
*Available-for-sale - - - - -
*At fair value through profitioss - 60,065 . - 60,065
*Held for trading - - - . .
*Loans & receivables (amortised cost) - 9,565 - - 9,565
Equity Securities: - - - - -
* Available-for-sale - - . -
*At fair value through profitloss 65,368 - 562,410 627,778
Investment properties - - 596,905 596,905
Cash and cash equivalents 25,206 - - 25,206
Deposits wath credit institufions - - - -
Mutual funds and unit trusts - - - -
Investment management incomne - 1,591 - 1,591

65 368 9h 427 - 11595313 1321110

32 (Write back)y/Allowance for impairment

3 -Dec-14 31-Dec-13

N'000 N'000
Impairment allowance/{ Write back) on premium and other receivables - non-life business (see note 4{a)X1)} 82,951 (191,243)
Impairment/(write back) on reinsurance receivables - (see note 4(b)i)) 11,123 (10,402)
Impairment allowance on other receivables.gsee note 7(b)i)) 6,352 26,094
Impairment allowance on dividend receivables (see note 7(e)i}) 4,828 -
Write back on allowance for other receivables (see nole 7(b)i)) (16,555) (5,020)

Empairment allowance on financeal assets - 2974
88 6UR (177.597)

33 Other operating income

31-Dec-14 31-Dec-13

N'000 N'000

Rental Income 60918 61,541
Profit on disposal of property and equipments 7.964 5812
Interest income on staff loans 17,531 26,260
Recoveries of previously written off assets 11,209 -
Bonus payments by brokers 38577 40,944
136,194 134,357
74
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Foreign exchange (losses)/gains
31-Dec-14 31-Dec-13
N0 %000
(Loss ¥Gains on translation of foreign currency transactions 33.440 (43,949)
23440 [ERIEETT
Management expenses
Notes 31-Dec-14 31-Dec-13
50040 5'(HH)
Salaries and allowances of other emplovees 351 378 486 714,704
Post employvment defined henetit |32 81315 120033
Audit fees 11,300 11,400
Amertization of intangible assets 11 11,808 5.400
Promotional and advert expenses 73530 10,608
Depreciation on property and equipment 13 194 456 79323
Rent and rates 6,134 34641
Directors' fees 7,348 7814
Donations 1440 3,302
Bank charges 39,555 43 118
Legal fee retainer 43939 18,871
Insurance premium 37,696 43615
Accounting consuitancy Fee 561t 19.879
Investment expenses 194913 178414
Pcnaities paid 10 NAICOM 2,630 1,215
Other administrative expenses 522506 406 832
1,570,669 1,699,270
Analysis of salaries and allowances are shown below
31-Dec-14 31-Dec-13
N'000 000
Salaries & allowances - underwriting employees 822,663 438,044
Salaries and allowances of other emplovees 378,886 714,704
1,201,549 796,863
Earnings per share
Basic and diluted earnings per share (kobo) 1.52 16.46
The carnings and weighted average number of ordinary shares used in the calculation of basic carmings per share arc as follows
31-Dec-14 31-Dec-13
=000 w00
Profit for the year atiributable 10 owners of the company 57,109 611,578
Unit Unit

Weighted average numbcer of ordinary shares for the purpose of basic carnings per share

in thousands

in thousands

Number of ordinary shares in issue as at 1 January 3.716.667 3,716,667

Effect of shares issued in December 2014 35,890 -

Weighted-average number of ordinary shares in issuc as at 31 December 3,752,557 3,716,667
75




- Wy W W W W 2w W S W W

Rond o vooeras o Fome o
Individual Financial Statements for the vear ended 31 December 2014
Tagether with Ihrecrors’ and Auditors™ Repart

37 Qutstanding cisims on insurance contracts

3711

Qutstanding claim represents the estimated ultimate cost of setiling all claims ariging from incidents occurring as at the dale of the statement of financial position
Provision for outstanding claims of N2,296,484,000 (See table 37.1.1.1(d) below) was actuarially determined based on information presented below

Reserving Methods and Assumptions - 31 December 2014

The provision for outstanding claims, including IBNR. was determined for each line of business on both gross and net of reinsurance basis. A yearly cobort from
year 2006 has begn adopted in building the historica? claims. In some cases, only the year of accidents or settlement was given and hence made it Lrnpomble w0
identify the exact period of the year when the accident or settlement was made However, where such cases arose, we have d that the accident or

was made in the same year.

We have carmied out our calculations using the following twe (2) approaches explained btlow;

The Basic Chain Ladder Method (BCL): The Basic Chain Ladder method forms the basics 10 the reserving methods explained below. Historical incremental
claims paid were grouped into 8 years cohorts by class of business — representing when they were paid after their accident year e g 1 year after 2008 etc These
cohorts are called loss developrent tnangles

The incremental paid claims (2007-2014) are cumulated to the valuation date and projecied 1o their expecied ultimate claim esliimate. The gross claim reserve arc
then derived from the difference between the cumulated paid claims and the estimated ultimate claim

The Inflation Adjusted Chain Ladder Method ([ACL): Under this method, the historical pmd losses are  inflated using the corresponding inflation index in
each of the accident years to the year of valuation and accumulated to their ultimate values for each accident year 1o obtain the projected outstanding claims. These
projecred outstanding chaims are further multiplied by the future inflation index from the year of valuation to the future year of payment of the outstanding claims
We have adopted the following official inflation index below,

2008 15 10%
2009 13 9%
2016 11.80%
2011 10 30%
2012 12 00%s
2013 8 00%
2014 8 0%
2015+ 11.00%

The calculation are on rwo bases;
~ By discounting the claims estimated to the valuation date at a discount rate of (0% p.a
* With no discounting

Assumptions
Z Cur methods assume the future claims follow a regression pattern from the historical daia

Hence payment patterns will be broadly similar in cach accident year. Thus the proportionate increases in the known cumuiative payments from one deveiopment
year to the next used to calculate the expected cumulative payments for the future development periods

= The run off period is six (6) years
T An impligit sssumption of the chain iadder is that weighted past average inflation will remain unchanged in 1o the future

Z We assume gross ctaim amount includes all relared claim expenses. If this is not the case, we will hold a separate réserve 10 cover clam expenses.

2 BCL method adopted assumes pasi experience is not fully representative of the future
7 Stochastic approach samples the loss development factors with replacement
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Tabie 37 1.1.1 (b) helow

31 Decemher 2014

Table 37.1.1.1 (b): Basic Chauin Ladder Method (discounted)

Summary of Expected Ourstanding Claims (Net of Reinsurance) - Discovnted

LTI Wbl i e
Ircdritchiaii Finanoaf Statemonts for ke Vear erded 31 December 203
Tugether with Direeiors’ and Audiiors” Report
RY Y af Grasy () ling Claims reverves
The summary of gross outstanding claims reserves under tha Basic Chain Ladder method is presented below
31 December 2014
Table 37.1.1.1; Basic Chain Ladder Method (Undiscounted)
i 474.610.379 (74.368.305) 400,042,074
(L 60,955 305 {38,987 500) 21,567 805
g 110,046,590 (452,319 986) 257,726,604
173,366,655 (00,474 547} 112,892,108
i 327,500,308 (08.263.364) 259.236.944
! i 14.079.764 {21.424.853) 12,654 912
765,075 443 (162,859 3013 002,216,142
0T : 2,545,634,444 878,897,857 1
*Reserves for, Gil and Gas & Bond wers based on Lxpected Foss Ratio Approach ‘ : B

Applying discounting, the grass claims reserve will reduce fram 2,546 hittion above 10 N2, 288billion leading to a net position of N1.552 billion as detailed in

381.911,329

{60,003.914)

321,507 418

60,955 305

(38,987.500)

21,967,805

617,845,102

(193,585.001)

224 260,101

146,118,993

{50,969,894)

95,149,099

282,704,350

{38.926.204)

23,778,140

34,079,704

(21,474 853)

12,654.911

765,075,443

(162,839.301)

602.216.142

T

2,288,690,286

{786,756,667)

1,501,933,619

*Reserves for, il and Gax & Bond were based on Fxpected Loss Ratio Approach

Table 37.1.1.1 (c}: laflation Adjusted Basic Chain Ladder Method

Should there be discounting, the gross claims reserve wiil reduce from N2 069 billion above to N2.430 billion [eading to 2 net posttion of N1 598 billion as detailed

The Gross Outstanding Claims reserves under the Inflation Adjusted Chain Ladder method (IACL)
Applying inflation, the gross claims reserve will ingrease from N2.289 billion above 1o N2.669 billion leading to a net position of N1.773 hillion as detailed in Table
37.1.1.1 (c) below
31 December 2014
Gl L (Rt 000
5 546,965 278 (85,935,329} 461.028.949
i 63.76% 700 (40,787,614} 22,982,092
i 689,608,713 {439.338 695) 250,336,018
189,454 751 (66,086,470) 123,308,281
1379.890.005 {79,185,221) 300,713 784
s 34,079.764 (21.424,833) 2,654.911
| i 765,075,443 (162,839,301 602,216 142
: Ry NG i SR 2,668,912,660 (895.,618,483) 1,773,214,177
*Reserves for, OH and Gas & Bowrd were hased on Lxpected Loss Ratio Appricck
in Table 37.1 1.1 (d) below
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31 December 2014

Ladder Method

428,889,600 (67,384 895) 361,504,705
57,415,231 (36,723,240) 20,691,991
561191362 {421_197,808) 239,993 554
158,887,223 (55,423,766) 103,463 457
324,866,441 (67.714,368) 257,152,073
34,079,764 (21.424,853) 12,654,911
765,075,443 (162,859,301 602,216,142
2,430,405,064 (832,728,231 1,597,676,833

*Reserves for. Onl amd (ias & Hond were based on Fxpected Loss Rano Approach

The discounted inflation adjusted basic chain ladder method resulied in a gross outstanding claims reserve of N2 430 billion leading to a net outstanding claims of
N1 598 billion

37.1.2 Claims Data
The claims data has seven risk groups - (Marine, Motor, Engineering, Bond. Fire, General Accident. and Ol and gas)
The combined claims data for all lines of business between 2007 and 2013, are summarized in Table 37 1.2.1 below
31 December 2014

Table 37.1.2.1
Incremental Chain Ladder:

20,369 130,760 40,801 16,493 20,453 4,601 2,386 1,605
224,573 120,685 10,146 8,950 29.85 2,088 564
267,763 144,617 172,92¢ 35,249 23,592 16,790
423 867 348,593 151,026 19,854 21,506
690,737 1,100,807 774,558 104,755
484,693 976,236 349 847
703,893 571,066
740,384

Table 37.1.2.2(a) C: iative Claims Devek Pattern: Motor

P

13,391 3.411 4,313 4,083 1,604 328 1,686 25%
30,101 10,914 934 1,504 1,750 - 439
88,639 30,546 99832 8,761 - 60
219,570 156,838 6,546 1.268 2,900
183,238 161.510 11,635 4,034
236,986 196,408 16,572
344,468 110,466
372,604
Table 37.1.2.2(b) C lative Claims Develop Pattern: Marine

235 i16 798 32 1 123
3.004 13,421 902 2 2,993 -

15,955 7,849 12,960 169 60 135
11,3%0 13,740 4,545 1.674 13
52,361 31,987 §,208 656
25,040 28,365 1,420
22,666 15,206
30,022 K

7%




[able 37.1.2.2(¢) Cumulative {laims Development Pattern: General Accident

Encitv it Tl Natcmenn e i

Pt
FRENN

Faea e

i Shee o g i,

increenenial Chain Ladder- Y early Prosections (N1
Accident your 1 2 3 4 o 7 8
2007 246 L7508 IR 2586 BB 00
2608 I 22042 BT 1500 P
2000 ISR 16, 360 3D e .S 13 406 R
2610 Taad]  saaas (RS R S oad
2011 38,120 66,368 27754 [REN :
2012 40,4970 70,341 23701
X013 d6om] i 337
Pl ) ERTER)
Table 37.1.2.24d) Cumulative Claims Levelopment Pattern: ¥ire
Increimental Chain Ladder- Yearly Protections (N) |
Accident vear | 2 3 4 5 6 7 ] 5
2007 R 0 508 1as] R [T IT) e
2008 T 3304 s 0K 108 i e
2009 i1.420 I R I 1l Xt
2010 020 woee] ] oo 81
2011 Ko 112 134,801 REEE )
2042 29 UK2 170,000 52421
2013 150,771 171,249
2014 L7 Tsn
Tabke 37.1.2.2(¢) C umulative Claims Desvelopment Pattern: Engineering
Incremental Chaim Ladder- Yearly Projections (N)
Accideit year i Lt B 3 4 1 s & 7 8
2007 X537 11723 14 206 e sS4zl
2008 15y Tiail Y] Ml
2004 6031 2040 10 12620
2010 2470 23407 27w 194 13
011 le71 | 2o 448 - s
002 T34 S blo (RT3
2013 1an 19,522
2014 47

57.1.3 Reserving Methods and Assumptions - 31 December 2913

The provision for oustandine clwms includmg IBNRC was determined tor cach ine of husness on both gioss and net of remswance hasis

\osearly cohurt frem

vear 200t has heen adopied in buwlding the listencal vl [nsomee cases, anle the vear of academs ar settlensent was wiven and hence muade i imipossabie 1o

wentily the exact penod of the vear when the acewrdens o settlement was made However, shere such cases grose, we have assumed thal the ace

wirs made i the same vear

We have carned out ouf calculations usine the followmg two (23 approaches explaned below

The Basic Cham Ladder Method (BCLE The Basie Chan Ladder nethod forms the basios to the resersing methods vxplained below Histoncal incremental

ciams paud were arooped into 8 vears cohorts by cass of business

coharts are called loss development tmangles

Tepresentie when they were paid aner their acvident sear e ¢ wovear afier 4818 ete These

ne A sertlement

The mcremental paid claims 1 20077 2015) are cumulated 1o the saiuanon date and provected o therr expected ulimate dwm estmate The gross ciaim resvrve ase
then denved fram the difference between the cumuated pand claims and the estimated cltimare clam

e
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ii The Inflation Adjusted Chain Ladder Method (IACL): Under this method, the historical paid losses are intlated using the corresponding inflation index in
cach of the accident years to the year of valuation and accumutated 10 their ultimate values for each accident vear to obrain the projected vutstanding claims These
projected outstanding claims are {urther multiphed by the future inilation index from the vear of valuation o the future vear of payment of the culstanding claims.

We have adopted the following official inflation index below:

ar 5 Hofaron Index -
2007 6 60%
2008 15 10%
2009 13.90%
2010 11 80%
2011 10 30%
2012 12.00%
2013 § 00%
20141 10 00%

The caleulation are on two bases:
By discounting tie claims estimared to the valuation date at a discount rate of 10% p a

With no discounting
Assumptiens
Qur methods assume the future claims foilow a regression pattern from the historical data
Henee payment patterns will be broadly similar in cach accident year Thus the proportionate increases in the known cumuiative pavments from one development

year Lo the next used to caloulate the expected cumulative payments for the fiture development periods

The run off petiod 15 8ix (6} years
An implicit assumiption of the chatn ladder is that weighted past average inflationt will remain unchanged into the future

We assume pross claim amount includes all related claim expenses 1 this is not the case, we will hold a separate reserve w cover claim expanses
We assume gross claim amount includes all related claim expenses. If this is not the case, we wilt hold a separate reserve w cover claim expenses,

‘The uncarned premium reserve (UPKR) is caloulated on the assumprion that risk will occur evenly during the duration ol the policy

RCI. method adopted assumes past expenience is not fully representative of the future
Srochastic approach samples the loss development factors with replacement

Summary of Gross Quistanding Claims reserves - 31 December 2013
The summary of gross autstanding claims reserves under the Basic Chain Ladder methuod iy presented below

31 December 2013
Tahble 37.1.3.1¢a): Basic Chain Ladder Method {Undiscounted)

Summary of Expected Ouistanding Claims (Net of R
X ; L Estimicd Ret ling

503,146 {66.053) 37093

348.824 (30.011) il8813

132156 (42.043) 90,413

762,104 (358.341) 403,763

73579 (5.481) 08 198

12,548 (5.007) 6,941

M3 23 (358.391) 204,822

2,395,570 (865.928) 1,829,642

** Reserve for, Fire was calculated as our projection+ case estimate of large claims
Applying discounting. the grosy claims reserve will reduce from N2.3%6billion above to N2.204 hillion leading to a net pesition ol N1.339hillion as detailed in Table

ITL31(b) below

31 December 2013
Table 37.1.3.1¢th): Discounted Basic Chain Ladder Method

Summary of Expected Outstanding Claims (Net of Reinsurance) - Discounted
441.142 {06,053) ITRORY
287545 (30.011) 257.532
il6 160 (42.043) 74117
720,026 361,685
64,006 SR525
12,548 6941
ol 563,213 1358.391) 204,822
i i 2,204,638 1,338,710 1,338,710

* Reserves for. 06l Cias & Bond were based on Expected Loss Ratio Approach
** Reserve for, Fire was calculated as our projection- case estimate of large claims
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‘The Gross Quistandiog Claims reserves under the Inflation Adjusted Chain Ladder method {[ACL)

Applving inflation. the gross claims reserve will increase from N2.205 billion above (o N2 518 billion leading ta 2 net position of N1.652 bitlon as detailed in Table
37130 (c) below

31 December 2013
Table 37.1.3.1(c): Inftation Adjusted Basic Chain Ladder Method

VVYVVYWVYWVVYWVYVIYVWIYWIYVWVIYVWVIYVWIYWIVVYWIWYVWYVWIYVUYWYUYWYWYWYVIVWYVYWIVWIVYIYWIUY

NOD0

0,376 (66.053) 484,323
439 350 (30,011) 309.839
146,856 (42,043) 104.813
721115 (358,341) 362,774
83,768 (5,481) 78,287
12,548 (5,607) 6,941
563,213 (358,391) 204.872
1,517,726 (865,928) 1,651,798

il Gas & Bond were based on Expected 1oss Ratio Approach
** Reserve for, Fire was calculated as our projection case estimate of large claims

¥ Reserves for, {

Should we allow for discounting. our gross claims reserve will reduce from N2 518hillion above to N2, 296billion teading to a net position of N1 43billion as
detailed in Table 37 1 3 1{d) below

31 December 2013

N0 N00¢

480,120 (66,053) 414,067
358,333 (30,011) 328,322
128,372 (42,043) 86,329
581,340 (358,341) 322,999
72.558 (5.481) 67,077
12,548 {5,607 65,041
563,213 (358.391) 204,822
2,296,484 865,928) 1,430,556

The discounted inflation adjusted basic chain ladder method resulied in a gross outstanding claims reserve of N2

N1 43 biltion

37.1.4 Claims Data

XA i
* Reserves for, Oil Gas & Bond were based on Expected [oss Ratio Approach
** Reserve for, Fire was calculated as our projection— case estimate of large claims

The ciaims data has seven risk groups — (Marine, Motor, Engineering, Bond, Fire. General Accident, and Oif and 2as)

The combined claims data, for all fines of business between 2006 and 2013, are summarized in Table 37.1 4.1 below

296 tallion leading 1o a net outstanding claims of

90,369 130,760 40,801
224,573 320,685 10,146 8,950 29,856 1,088
267,763 144.617 172.929 35,249 23,592
423 867 348,593 151,020 19,854
690,737 1,100,807 274,558 - -
484 693 976,236 - - -
703,893 - - - -

A further summary of this data for each individual class of business is detailed below

Table 37.1.4.2(a) Cumulative Claims Development Pattern: Motor

13,391 8411
30,101 16,914 934 1,504 1750 -
8% 630 30,546 90 832 8,761 -
283,063 156,838 6,546 1,268 -
183,238 178,122 11,635 . , N
261,813 190 408 - - -
428,507 - - . .
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Table 37.1.4.2{b) Cumulative Claims Development Patiern: Marine

e 5
9.093 13,421 502 BE
22,581 44,389 31,399 o) -
L1350 15.463 4.845 - -
57.590 78,115 5,208 - -
38772 141400 - - - -
30,722 - - - B B

246 22.626 3 3, 00
32,785 nG14 3,571 2,076 -
115,092 62,840 32,266 -
34,388 41,123 21,252 - -
46,620 79,062 42,6158 - - - -
78,591 70,541 - - - -
72157 - - - - -

Table 37.1.4.2(d) Cumulative Claims Development Pattern:

“ntremaital
[

s e

35310

62508

4,602

3.840

1,039

116,006 240,804 678 405 1]
31.420 3.1 9303 332 i.635 -
70.2% 88,760 1013 2668 -

386,312 66217 52,933 - - -
29,082 196,122 - - - -

156,771 - - -

5
24,632 3.234 2,171 - -
2.640 129 12,620 -
23407 27,994 494 -
16971 139,036 - - - -
76,351 19,186 - - - -
15,737 - - . -

The actuanal valuation was done by

MR OLUROTIMI OKPALSE

Associate. Socicty Of Actuaries . USA/Nigenia
Fellow, Institute of Actuaries Lngland/™~igena
FROMNASDQOOO00G007IR
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38 Related party transactions:

The Company is a fuily owned subsidiary of Roval Exchange Ple which owns 99.9% of the paid up share capital. During the vear. the
Company entered into commercial transactions with other companies within the Royal Exchange group.

All the transactions with the related parties were conducted at arm's length. Related parties and related panty transactions during the period
include:-

Name of related party/(relationship)

Amounts receivable/(payable) 2014 2013
N'00¢ %060

Roval Exchange Ple (Parent) 206.584 40.245
Royal Exchange Prudential Life Assurance Ple (Fellow Subsidiary) 81.876 135.229
Roval Exchange Finance and Investment Ltd (Fellow Subsidiary) 11.425 2.013
Royal Exchange Microfinance Bank Ltd (Fellow Subsidiary) (89 684
Roval Exchange Healtheare Ple (Fellow Subsidiary) 46,792 0,080
146.588 238.251

39 Contingencies and Commitments
a Commitments for expenditure
The Company has no commitment for capital expenditure at the reporting date.
However. the Company entered into a contract for the management and maintenance of some ol its investment properties on annual basis.
which will give rise to an annual ¢xpense of N1.275 million.

b Contingencies and commitments
Contingent liabilnics

2014 2013
000 %000
[.cgal proceedings and repulation(i) 2155916 2.506.249

]
There were certain litigations pending in some courts of law in Nigeria invalving the Company cither as plaintitY or defendant, Henee, in
the opinion of the Directors. there are sulficient reasons to make provisions to the tune of the initial ofler.

Contingent assets
F'he company has no contingent asscts at the reporting date,

40 Eveats after the reporting period
There were no major events afler the reporting period.

41 Compensation of key management personnel
Key management personnel of the Company includes all dircctors. executive and non-exeeutive, and senior mangement. The summary of
compensation of key manangement personnel for the year is as follows:

2014 2013
5000 5000
{ hairman 444 5.541
(nher Directors 33.588 45.637
34.032 51,178
[Darectors” fees 165 7.814
Emoluments as Executives 33.588 43.364
33.753 51.178
T'he highest paid director 21838 18.817
83
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38 Related party transactions:

3

(
4
4
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I'he Company is a fullv owned subsidiary of Roval Exchange Ple which owns 99.9% ot the paid up share capital. During the vear. the
Company entered ino commercial transactions with other companics within the Roval Exchange group.

All the transactions with the related parties were conducted at arm's length. Related parties and related party transactions during the period
include:-

Name of related party/(relationship)

Amounts receivable/{payable) 2014 2013
5000 N'000
Roval Exchange Ple {Parent) 206,584 40245
Roval Exchange Prudential Lite Assurance Ple (Fellow Subsidiary ) 81.876 135.229
Roval Exchange Finance and Investment 1.4d (Fellow Subsidiary) 11.425 2013
Roval Exchange Microfinance Bank 1.1d (Fellow Subsidiary) (89 684
Roval Exchange FHealtheare Ple (Fellow Subsidiary) 46.792 60,080
346,588 238.251

Contingencies and Commitments

Commitments for expenditure

The Company has no commitment tor capital expenditure al the reporting date.

However, the Company entered into a contract for the management and maintenance of some of its investment properties on annual basis,
which will give rise to an annual expense of N1.275 million.

Contingencies and commitments
Contingent liabilitics
2014 2013
5000 %'000
Iegal proceedings and regulation(i) 21554916 2.506.249

There were certain litigations pending in some courts of law in Nigeria involving the Company cither as plaintifl or defendant. Hencee. in
the opinion of the Diirectors, there are sufiicient reasons to make provisions to the tune of the initial offer.

Contingent assets
The company has noe contingent assets al the reporting date.

Events after the reporting period
There were no major events after the reporting peried.

Compensation of key management personnel
Kev management personnet of the Company includes all directors, executive and non-executive, and senior mangement. The summary af
compensation of key manangement personnel for the yvear is as follows:

2014 2013

5000 000

Chairman 444 5.541
Other Directors 33,588 45.637
34032 51.178

Directors” fees 163 7.814
fmoluments as Exceutives 33.388 43364
33,753 51,178

The highest paid director 21.838 18817
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The number of dircctors who received fees and other emolumentstexcluding pension contributions) in the following ranges were:-

2014 2013
2.000.001 - 3.000.000 [ 4
Above N5.000.400 - 1
Employees remunerated at higher rates
The number of employees in receipt of emoluments including allowances within the following ranges werce:
2014 2013
400001 - 300000 - 1
600001 - 700000 - 3
700001 - 300000 - i
800001 - S00000 3 t
900001 - 100000 6 12
1000001 - 2000000 10 49
2000001 - 3000000 124 79
3000001 - 4000000 17 13
4000001 - 5000000 38 23
5000001 - 6000000 15 19
6000061 - 7000000 12 14
7000001 - 8000000 8 6
ROOOGOT - 9000000 3
9000001 - 10000000 2 3
10004001 - 12000000 6 3
12000001 - 18040000 4 2
18000001 - 22000001 1 -
249 233
Average number of persons employed in the financial vear and the related stafT cost were as follows;
2014 2013
Managerial 18 16
Scnior stalt 213 199
Junior staft 18 18
249 233
{he stall costs for the above persons was:
2014 2013
N'000 N'000
salaries . wages and other allowances 1.284.197 1110870
Pension cost 40.476 11.878
1,324,673 1,152,748
Pension Scheme
At January
Provision in the year 40.476 41.878
Remitted ¢ Pension Fund Administrators (40.476) (41.878)

At 31 December .
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42 Contraventions

During the year. the Company contravened certain sections of the [nsurance Act Cap 117 LN 2004 and the NAICOM Insurance guideline
2004 and paid penalties as detailed below

2014 2013
Descripion (00 %00
NAICOM Guideline Re-statement of 2013 financial statements 100 o0
NAICOM Guideline Non compliance with submission of personnel returns 2013 - 300
NAICOM Returns for quarterly returns 2013 - 345
NAICOM Guideline late submission of required information - B
Penalty for contravention on 2014 reinsurance treaty arrangement 500 -
IFing for non submission of 2013 quarter returns 2.000 -

2,600 1213

43 Solvency Margin requirements

The Company's solvency margin as at 31 December 2014 was ¥4.59 billion. This is ¥1.59 billion above the Company’s required minimum
solveney margin of N3 billion.
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2014 2013 202 2011 2010

A'(00 8000 %000 '000 X000
ASSETS
2k and cash equivalents 5.617.944 835806 796.973 984.074 526.178
nancial assets 3.163.407 2342277 2.082.693 2.042.301 2.006.987
‘LA estment in associates 518.380 437.024 444.064 188.003 -
Deterred acqusition cost 327.004 390.154 208.448 166.984 B0.586
rade receivables 32.832 140.284 156.949 220,306 196.736
vither receisables and prepayment 1.133.203 1.040.217 1,012,204 1.243.974 1.882.051
Reinsurance assets 1.745.574 1.896,185 1.540.448 1.357.327 331,399
stattory deposits 340.000 340.000 340,000 340,000 340,000
‘ntangible assets 21.078 32,887 26,054 21.731 34.496
invesiment propertics 3.341.640 3.014.763 2.457.858 2,343,403 2137553
Property and equipment 1.435.078 1,498 849 1.200.103 1.218.726 349,068
Emplovees retirement benefits/LS A 170.198 166963 49.370 26.839 26.002
Deterred tax assets 671.643 699334 523,150 378.652 252228
Total Assets 18,548,180 13,034,740 10,938,316 10,734,520 8.383.284
EQUITY & LIABILITIES
~hure Capital & Reserves:
Ordinary share capital 4.3606.667 3.716.667 3.716.667 3.716.667 3.716.667
Share premium §02.737 412737 412,737 412.737 4.081.6006
Statutory conlingency resene 1.081.952 880,373 678.366 492.259 315638
weneral reserve 797.208 1,090,345 978.107 639.304 {2.670.731)
Other component of cguity 131.162 130,421 18.716 69.730
Total Equity 7,179,726 6,230,543 5,804,593 5,330,897 5.443,180
Horrowings 15,552 3.723 17.953 33.370 116381
Deterred income 102.234 84.797 92.674 139,492 8.071
I'rade payables 5.121.897 4531.363 340,760 383337 11.244
Provision and other payabies 464,182 399,188 131.253 329767 226,781
Finance lease obligations 12,331 41.820 69.169 98.636 110,753
Insurance contract liabilitics 4.733.745 4.802.573 3.764.306 3.625.853 1.932.018
Income tax pavable 222 666 211432 215.041 185943 128382
Deterred tax liabititics 180.756 148.068 88.378 77.332 -
l-mplovecs retirement benefits 515,093 479239 396.189 327.893 406.474
(Jther Liabilities
Total Liabilities 11,368,457 6,804,203 5,133,723 5,403,623 2,940,104
Total Equity & Liabilities 18,548,182 13,034,746 10,938,316 10,734,520 8,383,284
TURNOVER AND PROFIT
(irgss premium written 6.719.311 6.733.550 6.197.230 5.887.383 3.620.874
Net premium camed 4.757.033 3.916.907 4.391.831 3.681.487 2.498.651
Profit].oss) betore taxation 159413 539,520 729.625 (190424} 210,132
Profit 1] .oss} after taxation 57.109 611.578 6735377 (340.636) 354153
b amings per share - Basic and Diluted (kobo) 1.52 16.46 1812 (7.00) 10.00
et asset per share (Naira) 1.64 1.68 1.56 1.43 146

The financial information presented above retlects historical summaries based on International Finaneial Reporting Standards.
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STATEMENT OF VALUE ADDED
for the vear ended 31 December 2014
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2014 2013
N'0O00 Y% N0 %
N2t premium income 6,922,060 5,665,010
Ransurance. claims, commission and others (5,599,145) (3.642,085)
1,322,915 - 2,022,925
Investment income 330,165 161,795
Fees and commission income 376,915 289,506
Other income 156,199 1,249,923
Bought in goods and services (594,707) (1,509,679)
Value added 1,591,487 100 2,214,470 100
Applied as follows:
[n payment of employees:
- Salaries, wages and other benefits 1,201,549 78 1,272,783 42
In payment to government:
- Taxation 51,012 2 43,370 9
For future replacement of assets
and expansion of business:
Depreciation 194,456 7 84,732 7
Contingency reserve 201,579 9 202.007 9
General reserve (57.109) 4 611,578 33
1,591,487 100 2,214,470 100
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