
































































Royal Exchange General Insurance Limited
Annual report

31 December 2016

Statement of Cash Flows
for the year ended

31-Dec-16 31-Dec-15
Note ₦'000 ₦'000

Cash flows from operating activities

Insurance premium received from customers 40(a) 9,118,082                        6,911,443                       
Insurance benefits and claims paid to customers 40(b) (1,988,490)                       (2,321,319)                     
Outward reinsurance premium paid 40(c) (1,403,259)                       (2,056,871)                     
Fees and commission received 40(d) 462,937                           260,050                          
Claim recoveries made from reinsurers 40(e) 744,603                         774,331                         

Commissions paid 40(f) (736,254)                          (821,305)                        
Cash payment to employees, intermediaries and other suppliers 40(g) (2,385,642)                       (3,306,225)                     
Income tax paid 24(b) (46,368)                            (73,292)                          
VAT paid 39 (16,879)                            (45,483)                          

Net cash flow from Operating activities 3,748,727                        (678,671)                        

Cash flows from investing activities

Purchase of property and equipment 14 (139,639)                          (136,399)                        
Proceeds from sale of property and equipment 40(h) 5,487                              25,161                           

Purchase of financial assets 7(d) (246,202)                          (279,417)                        

Additional investment in associate 12(a) -                                   (30,000)                          
Rental income from investment properties 40(j) 59,905                             55,672                            
Interest income 40(k) 172,183                           203,475                          
Dividend income received 40(i) 95,268                             178,178                          
Proceeds on redemption/disposal of financial assets 7(d) 449,045                         632,691                         

Net cash flow from/(used in) investing activities 396,047                           649,361                          

Cash flows from financing activities

Dividend paid to shareholders 28 -                                   (131,000)                        
Payment of finance lease liabilities (35,250)                            (7,330)                            

Net cash flow (used in)/from  financing activities (35,250)                            (138,330)                        

Net cash increase in cash and cash equivalents 4,109,524                        (167,638)                        

Cash and cash equivalents, beginning of year 6 5,478,601                        5,602,392                       
Effect of exchange rate fluctuations 38 (36,683)                            43,847                            

Cash and cash equivalents, end of year 9,551,442                      5,478,601                      
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21 Other liabilities
2016 2015

₦'000 ₦'000
Accruals 86,456              161,723              
NAICOM levy 42,313              34,491                
Other liabilities (see (i) below) 409,670            223,712              
Provision for litigations and claims 78,954              78,954                
Payable to Royal Exchange Finance and Asset Management Company -                    60,505                
Payable to Royal Exchange Plc 281,964            11,060                
Payable to Royal Exchange Trustee Fund 153,511            133,949              
Payable to Royal Exchange Microfinance Bank Ltd -                    -                      

1,052,868         704,395              

Due within 1 - 12months 1,052,868         168,440              
Due afer more than 12months -                    535,955              

1,052,868         704,396              

(i) Other liabilities is made up of the following balances:
2016 2015

₦'000 ₦'000
Employee benefit payable 133,021            27,941                
PAYE payable 13,343              9,894                  
Witholding tax payable 54,525              44,877                
VAT Payable 17,796              24,406                
Pension payable 67,672              33,840                
NHF payable 7,418                7,418                  
Professional fee payable 17,045              -                      
Subscription payable 8,799                736                     
Provision 90,051              74,600                

409,670            223,712              

22 Finance lease obligations

31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15

₦'000 ₦'000 ₦'000 ₦'000 ₦'000 ₦'000
Not later than one year                   56,356              5,247          21,245            246                35,111                    5,001 
Later than one year and not later than 5 years 82,692                  -                13,879        -           68,814              -                      

                139,048              5,247          35,124            246              103,925                    5,001 

Within one year                   56,356              5,247          21,245            246                35,111                    5,001 
More than one year                           -                      -            13,879               -                  68,814                          -   

                  56,356              5,247          35,124            246              103,925                    5,001 

23 Insurance contract liabilities
2016 2015

Non-life business ₦'000 ₦'000

Unexpired risk  (See note 23(b) and (c) below) 2,459,159         2,223,284           
Outstanding claims: (See note 23(d) and (e) below) -                    -                      
-  Claims outstanding 1,971,277         1,432,816           
-  Incurred but not reported 968,543            778,185              

5,398,979         4,434,285           

The Company leased certain of its property, plant and equipment under finance leases. 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 to the leased assets.

Interest rates underlying all obligations under finance leases are fixed at respective contract dates ranging from 18% to 22% (2015: 18% to 22%)
per annum.

Future minimum lease payments Interest
Present value of future lease 

payments
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23(f) Hypothecation of Insurance Fund on Assets

₦'000 ₦'000 ₦'000 ₦'000
Insurance liabilities                    -       5,398,979                        -               4,434,285 
Less Reinsurance recoverable:
Reinsurers' expenses prepaid       1,217,601              858,696 
Reinsurers' s share of claims expenses  outstanding          643,402              437,798 
Reinsurers' s share of incurred but not reported claim 328,932        285,634            
Total recoverables   (2,189,935)           (1,582,128)

    3,209,044             2,852,157 

Asset Cover:
Quoted equity, not more than 50% of insurance liability          945,620              847,884 
Cash and cash equivalents          961,768              515,968 
Loans and receivables          435,512              905,156 
Federal government bond          109,765              193,528 
State government and Corporate bond                    -                          -   
Unlisted debentures                    -                          -   
Treasury bills            20,603                  6,185 
Mortgage loan          106,692              191,147 
Unquoted equity          409,316              285,216 
Property and Equipment          797,879 
Intangible assets                    -   
Total assets     3,787,155             2,945,084 
Surplus/ (deficit)        578,111                  92,927 

24 Taxation
24(a) Charge for the year

Notes 2016 2015
₦'000 ₦'000

Company Income tax -                    -                      
Withholding tax on dividends -                    5,640                  
Under provision in prior years 41,955              15,380                
Tertiary education tax -                                       2,199 
Technology tax 2,826                1,408                  

44,781              24,627                

Origination of temporary differences 18 110,145            276,095              
Income taxes 154,926            300,722              

Minimum tax 46,424              43,736                

Recognised in other comprehensive income

Deferred tax on remeasurement of defined benefit scheme 18 (4,890)               207

Reconciliation of effective tax rate 

Tax rate Amount Tax rate Amount
% ₦'000 % ₦'000

Profit before tax 285,414      140,798              
Company income tax using the domestic corporation tax rate 30% 85,624        30% 42,239                
Non-deductible expenses 28% 79,756        0% 698                     
Tax exempt income -51% (144,700)     -22% (31,377)               
Derecognition of unrelieved losses 31% 89,465        188% 264,534              
Prior year tax underprovision 15% 41,955        11% 15,380                
Minimum tax 16% 46,424        31% 43,736                
WHT paid on dividends 0% -              4% 5,640                  
Information technology tax levy 1% 2,826          1% 1,408                  
Tertiary education tax 0% -              1% 2,199                  

71% 201,350      244% 344,457              

2016 2015

Recognised in profit or loss

The charge for income tax in these financial statements is based on the provisions of the Companies Income Tax Act, CAP C21 LFN 2004 as
amended and Tetiary Education Tax Act, CAP E4 LFN 2004.

2016 2015
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40 Reconciliation notes to statement of cash flows
40(a) Insurance premium received from customers 

2016 2015
₦'000 ₦'000

Gross written premiums (See note 30(a)) 8,759,655          6,968,693            

Unexpired risk,opening balance (See note 23(c)) (2,223,284)         (2,303,340)          
Unexpired risk,closing balance (See note 23(c)) (2,459,159)         (2,223,284)          
Unearned premium 235,875             (80,056)               

Trade receivables,opening balance (See note 8) 170,138             32,832                 
Trade receivables,closing balance (See note 8) (47,587)              (170,138)             
Premium received from trade debtors 122,551             (137,306)             

Insurance premium received from customers 9,118,081          6,911,443            

40(b) Insurance benefits and claims paid to customers
2016 2015

₦'000 ₦'000
Claims incurred (See note 33) (2,717,310)         (2,101,914)          
Outstanding claims reserve, opening balance (See note 23(d)) (2,211,000)         (2,430,405)          
Outstanding claims reserve, closing balance (See note 23(d)) 2,939,820          2,211,000            
Insurance benefits and claims paid to customers (1,988,490)         (2,321,319)          

40(c) Outward reinsurance premium paid
2016 2015

₦'000 ₦'000
Opening trade payables (See note 20) 5,376,586          5,121,897            
Gross expenses recognised in Profit or Loss (See note 31) 4,339,898          2,311,560            
Closing trade payables (See note 20) (8,313,225)         (5,376,586)          
Outward reinsurance premium paid 1,403,259          2,056,871            

40(d) Fees and commission received
2016 2015

₦'000 ₦'000
Opening deferred income (See note 19(b)) (98,777)              (102,234)             
Net fee and commission recognized in P or L (See note 32) (428,420)            (279,985)             
Closing deferred income (See note 19(b)) 133,294             122,169               
Fees and commission received (462,937)            (260,050)             

40(e) Claim recoveries made from reinsurers
2016 2015

₦'000 ₦'000
Reinsurers' share of claims expenses outstanding, opening  (See note 9) 437,798             475,035               
Reinsurers' share of claims expenses outstanding, closing   (See note 9) (643,402)            (437,798)             
Movement in reinsurers' share of claims expenses outstanding (205,604)            37,237                 

Reinsurers' share of incurred but not reported claim, opening (See note 9) 285,634             396,570               
Reinsurers' share of incurred but not reported claim, closing  (See note 9) (328,932)            (285,634)             
Movement in reinsurers' share of incurred but not reported claim (43,298)              110,936               

Claims recovery (See note 33(b)) 993,505             626,158               
Claim recoveries made from reinsurers 744,603             774,331               

40(f) Commissions paid
2016 2015

₦'000 ₦'000
Deferred Acquisition cost, opening balance (See note 10) 301,965             327,004               
Deferred Acquisition cost, closing balance (See note 10) (283,338)            (301,965)             
Charge to Profit or Loss (717,627)            (796,266)             
Commissions paid (736,254)            (821,305)             
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40(g) Cash payment to employees, intermediaries and other suppliers
2016 2015

₦'000 ₦'000
Cash payments to employees (See note 39(a)) 1,190,635          1,265,876            
Other cash payments to intermediaries and suppliers 1,195,007          2,040,349            
Cash payments to employees, intermediaries and other suppliers (2,385,642)         (3,306,225)          

40(h) Proceeds from sale of property and equipment
2016 2015

₦'000 ₦'000
Cost of property and equipment 89,741               71817
Accumulated depreciation (84,202)              (45,300)               
Loss on disposal (See note 37) (52)                     (1,356)                  
Proceeds from sale of property and equipment 5,487                 25,161                 

40(i) Dividend income received 
2016 2015

₦'000 ₦'000
Dividend accrual, opening balance (See note 11(b)) 28,110               117,948               
Profit or loss Charge (See note 35) 78,471               79,485                 
Impairment charge (See note 36) -                     8,855                   
Dividend accrual, closing balance (See note 11(b)) (11,313)              (28,110)               
Dividend income received 95,268               178,178               

40(j) Rental Income 
2016 2015

₦'000 ₦'000
Rental income recognised in profit or loss (see note 37) 62,732               55,672                 
Non-cash adjustments (2,827)                -                       
Rental income received 59,905               55,672                 

40(k) Interest income
2016 2015

₦'000 ₦'000
Accrued interest income (opening) 35,222               11,359                 
Profit or loss charge 194,483             227,338               
Accrued interest income (closing) (57,522)              (35,222)               
Interest income received 172,183             203,475               
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