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Rasik Kantaria

Mr. Rasik Kantaria joined the Tausi Board in
1993 and was elected Chairman in March
2006. A Bachelor of Science (Economics)
graduate, Mr. Kantaria is also the Chairman
of Prime Bank Limited, Leisure Lodge
Beach and Golf Resort and First Merchant
Bank, Malawi. He is a Director of Deposit
Protection Fund Board of Kenya.

Shantilah Shah

Mr. Shantilal Shah joined the Tausi Board
in May 2005 and chairs the Audit Board
Committee of the Company. A Bachelor
of Commerce (Honours) graduate, Mr.
Shantilal  Shah is an FCA(Chartered
Accountant, UK), an FCPA (Certified Public
Accountant, Kenya) and a CPS (Certified
Public Secretary, Kenya). He is also a
Director of Prime Bank Limited.

Dr. Steve O. J. Mainda

Dr. Steve O. J. Mainda holds a Doctorate
(Honoris Causa) from the University of East
Africa. He also holds a Master’'s degree in
Management from Princeton University and
a Diploma in Management from Cambridge
University and a Diploma in Education from
University of East Africa,Makerere College.
He is a member of the Chartered Institute
of Insurance of London and a Fellow of the
Insitute of Directors of London. Dr. Mainda
has a wealth of experience in finance,

Insurance, strategic management and education. He is currently the Group
Chairman of Housing Finance Group of Companies and also the Chairman
of Continental Reinsurance Company. He also sits on the Boards of several
companies in East Africa. He has vast public and private sector management
and leadership experience gained through assignments both locally and
international. In recognition of his distinguished service, he was awarded
“Elder of Burning Spear (EBS)” by the retired President Mwai Kibaki. Dr.
Mainda served as the Chairman of Insurance Regulatory Authority for many

years.

Mrs. Rita Thatthi

Mrs. Rita Thatthi joined the Tausi Board in
2007 as the CEO and Principal Officer. She
holds a Bachelor’s degree in Commerce
(Accounting Option) from the University of
Nairobi and is an Associate member of the
Chartered Insurance Institute of England.
She has worked in the Insurance industry
for over 30 vyears, having started her
career in 1983. She worked with Kenindia
Assurance Company Ltd and Corporate
Insurance Co. Ltd prior to joining Tausi
Assurance Co. Ltd. Rita was promoted
to the position of a Managing Director at
Tausi on 10th February 2015.

Amar Kantaria

Mr. Amar Kantaria joined the Tausi Board in
June 2007 and chairs the Asset/Liability Board
committee of the Company. A Bachelor of Arts
(Honours)graduate, Mr. Amar Kantaria has an
MBA in International Management. Currently the
Executive Director of Prime Bank Limited, Mr.
Kantaria is also a Director of Kenya Community
Development Fund and Treasurer of the Rotary
Club Nairobi.

P. T. Warutere

Mr. P. T. Warutere joined the Tausi Board in March
2017. He is a development economist with over 30
years of experience in strategic communications
and governance. He holds a Master of Philosophy
degree in Business Administration from Maastricht
School of Management in Netherlands, a Master
of Economics and Social Studies degree from
University of Manchester in UK, and a Bachelor
of Education degree in Economics and Business
Studies from University of Nairobi. He has worked
in senior positions in several organizations, more
recently at the World Bank Group. He is also an
accomplished editor and writer on development
issues.

Mr. Warutere is also a director of Mashariki
Communications and Mashariki  Knowledge
Academy.

Dilesh S. Bid
Mr. Dilesh S. Bid joined the Tausi Board in
September 2009. He has over 30 vyears
experience in the insurance industry and has
served on the executive Board of the Association
of Insurance Brokers of Kenya for over 10 years. In
\ the year 2008 he was appointed by the Insurance
=y Regulatory Authority to serve as a member of
the Industry Risk Evaluation Committee; which
position he continues to hold. He ceased on 16th
June 2017.

Rapinder. S. Sehmi

Mr. R. S Sehmi joined the Tausi Board in March

2015. He is a Barrister at Law called to the Bar
= at Lincoln’s Inn, England in 1961. He was enrolled
as an Advocate of the High Court of Kenya in
1962 and worked with the office of the Attorney
General from 1962-1974. Mr. Sehmi has practiced
in the firm name of Mandla & Sehmi Advocates,
Nairobi since the year 1974.
He resigned on 14th March 2017.

Nalin Kothari

Partner - Company Secretary:- Axis Kenya
Nalin having been in private practice for many
years, has wide and varied exposure and experience
in company law and company secretarial practice
in Kenya. He has been the Company Secretary to
a number of public companies including listed
companies, private companies, multinationals
overseas branches, charitable trusts and pension
and provident schemes. He has given briefs in
training programmes of client companies. He has
been registrar for a number of listed companies
and Bond issues. He has also provided company
secretarial services for companies in Uganda and Tanzania. He is a Fellow
of the Certified Public Secretaries, Kenya and a Fellow of the Institute of
Chartered Secretaries and Administrators, UK and holds a degree in law.
He is the founder member of the Council of Institute of Certified Public
Secretaries of Kenya and was appointed one of the first members of the
Registration Board of Certified Public Secretaries.
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EXECUTIVE MANAGEMENT
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MRS. RITA THATTHI
Managing Director and Principal Officer

Qualifications:

BCom Honours (Accounting Option) -
University of Nairobi
Associate of the Chartered
Institute (ACI (UK.

Started Insurance Career in 1983

Email: rita_thatthi@tausiassurance.com

Insurance

MR. JOHN MICHAEL ITIMU KIRUTI
General Manager

Qualifications:

BCom (Management Option) - Africa
Nazarene University.

MBA (Management Option) - Strathmore
University.

Chartered Insurer, Associate of the
Chartered Insurance Institute (ACII) (UK)
Started Insurance Career in 1984

Email: ikiruti@tausiassurance.com

MR. THOMAS NJOROGE
ICT Manager

Qualifications:

Bachelor of Information Technology -
Kenyatta University

Oracle Certified Professional (OCP)
Microsoft Certified Systems Engineer
(MCSE)

Cisco Certified Network Associate
(CCNA)

ITIL V3 - | T Service Management
Diploma - Chartered Insurance Institute,
DIP- ClI (Claims)

Started Insurance Career in 2006
Email: thomas.njoroge@tausiassurance.
com

MR. SAHIB SINGH KHOSLA

Head of Actuarial, Risk & Compliance
Qualifications:

B.Sc. Actuarial Science (Hons.) -
University of Nairobi

M.Sc. Actuarial Management - Cass
Business School (U.K.)

Diploma in Actuarial Techniques -
Institute & Faculty of Actuaries (U.K.)
Started Insurance Career in 2009
Email: skhosla@tausiassurance.com.
He resigned on 15th April, 2018

MS. WINFRED MUOKI
Ass. General Manager, Legal and Claims

Qualifications:

Bachelor of Law - Dr. Babasaheb
Ambedkar Marathwada University (India)
Bachelor of Social Legislation - Dr.
Babasaheb Ambedkar Marathwada
University (India)

Certified Public Secretary (CPS) - (Kenya)
Advocate (Kenya)

Started Insurance Career in 2004

Email: winnie@tausiassurance.com

MR. STEVE OGUNDE
Reinsurance Manager

Qualifications:
Started Insurance Career in 1996
Email: steve@tausiassurance.com

MR. WILLYS ODUOR ORWE
Head of Internal Audit

Qualifications:

Bachelor of Business Management
(Accounting option) - Egerton University
MBA (Finance option) - University of
Nairobi

Certified Public Accountant of Kenya
(CPAK)

Member of Institute of Internal Auditors
MA)

Started Insurance Career in 2010

Email: worwe@tausiassurance.com

MR. MATHEW MWANGI
Finance Manager

Qualifications:

B.A. (Economics & Sociology), University
of Nairobi

M.B.A (Finance), University of Nairobi
Certified Public Accountant (CPA(k))
Associate of the Insurance Institute of
Kenya (AIIK)

Started Insurance career in the year 2009.

Email: mmwangi@tausiassurance.com
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CHAIRMANS” STATEMENT

Rasik Kantaria

=
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t is my pleasure to present the Annual Report and Financial
I Statements for Tausi Assurance Company Limited for the year
ended 31st December 2017.
The country was affected by lower agricultural output due to drought
and a prolonged electioneering period, which posed many challenges
on business during the year. In spite of this, the Company’s
performance during this difficult environment was impressive.

Tausi made a profit before tax of KShs. 313 million during the year
ended 2017; representing an increase of 32% over the previous
year. The Company has made consistent profits since the year 2009,
which is a reflection of the quality of business underwritten and
good management practices. Our loyal clients, brokers and agents
continue to be the main pillar of our success.

The Company is currently implementing its second Strategic Plan,
for the 5 year period from 2017 to 2021. The actual performance in
2017 against the first year of the Strategic Plan is commendable with
over 95% achievement against targets and budgets. In spite of fierce
competition, the Company achieved a growth of 10% in the Gross
Written Premium, from KShs 963 million in 2016 crossing the KShs
1 billion mark (KShs 1.061 billion) in 2017. The increase in Gross
Written Premium through concerted efforts by the Management
and staff, resulted in an underwriting profit in the Company’s core
business and with sound and secure investment income, reduction in

costs, the Company achieved the required risk based capital of 209%.

The Shareholders’ funds increased by 22% from KShs.1.097 billion in
2016 to KShs.1.33 billion in 2017. The return on equity stood at 19%
in 2017 compared to 16% in 2016. In keeping with the Company’s
policy, a dividend of KShs.12/- per share amounting to KShs
72,000,000/- was declared and paid during the year.

The Company retained its Global Credit rating of “A”, Outlook Stable,
for the second year running. During the year, Prime Bank Limited
became a majority shareholder in the Company and the Company
is expected to immensely benefit from this relationship with a well
performing and prestigious bank.

| wish to appreciate our clients, brokers and agents who have
continued to support Tausi over the years and | assure them of our
commitment to deliver on our promise beyond expectation. | also wish
to compliment the reinsurers and all other fellow business partners
for their cooperation throughout the year.

Finally, | would like to record my appreciation of fellow Directors,
Management and staff for their tireless efforts and the shareholders

for their support.

RASIK KANTARIA

ANNUAL REPORT & FINANCIAL STATEMENTS
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COMPANY PERFORMANCE
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STATEMENT OF CORPORATE GOVERNANCE

principles of Corporate Governance and high standards

of business ethics. The Board of Directors is accountable
to the shareholders for ensuring that the Company complies
with the law and effective Corporate Governance for the long
term success of the Company’s business.

Tausi Assurance Company Limited is committed to the

BOARD OF DIRECTORS

The Board consists of five non-executive Directors and the
Managing Director. One third of these are independent. The
Board brings together a wealth of experience, skills and
independence and the Board’s diverse experience contributes
significant value.

BOARD MEETINGS

The Board of Directors meets at least four times in a year and
on other occasions to deal with specific matters. The Directors
are provided with all the necessary information in advance in
respect of items to be discussed at all meetings.

The Directors have access to any Company information and
are provided with all the information needed to carry out
their duties and responsibilities fully and effectively. The
Directors are entitled to seek independent professional advice
concerning the affairs of the Company.

All Directors are required to declare any conflict of interest in
respect of any matter before the Board.

PRIMARY RESPONSIBILITIES OF THE BOARD

The Board is responsible for establishing long-term goals of
the Company and ensuring strategic objectives and plans
are established to achieve those goals. It ensures that
the management structures are in place to achieve these
objectives. They guide the implementation of strategic
decisions and actions in addition to advising the management
as appropriate.

The Board is responsible for policy decisions, review
and adoption of the annual budgets, review of financial
performance of the Company and monitoring the Company’s
performance and results on a monthly basis. It ensures the
preparation of quarterly financial statements and annual
financial statements, and disclosures of information.

The Board is also responsible for the management of risk,
overseeing implementation of adequate control systems and
relevant compliance with the law, regulations, corporate
governance, accounting and auditing standards. It is further
responsible for ensuring that the Company remains viable,
sustainable and competitive while maintaining and increasing
shareholder value.

BOARD COMMITTEES
The Board has constituted various Board Committees. These

Committees as listed hereunder assist the Board in the
discharge of its responsibilities including monitoring key
activities in the Company.

The essential function of the Committees is to deliberate
in accordance with their terms of reference and make
recommendations to the Board and seek directions from
the Board. The Board following deliberations on the
recommendations of various Committees gives direction for
implementation or otherwise.

BOARD AUDIT COMMITTEE

The Committee is responsible for reviewing the effectiveness
and reliability of management information systems, internal
control systems and the efficiency and effectiveness of both
external and internal audit. It ensures the efficient functioning
of the internal audit department and the review of its reports.
The Committee is also responsible for overseeing preparation
of the financial statements, financial reporting and disclosure
processes. The Committee is further responsible for reviewing
annualfinancial statements with external auditors as necessary
before they are approved by the Board.

The Committee ensures the independence of the external
auditors and reviews their reports. It also sets out to the
external auditors the scope, nature and priorities of external
audit.

BOARD RISK MANAGEMENT AND ETHICS COMMITTEE
The Committee is responsible for ensuring the effective
operation of the risk management system by performance of
specialized analysis and quality reviews. It reports on details
of risk exposures and actions being taken to manage the
exposures. It also advises on Risk Management decisions in
relation to Strategic and Operational matters like Corporate
Strategy, mergers and acquisitions and related matters. In
addition, the Committee addresses protection matters of
policyholders including review of the status of policyholders’
complaints. The Committee also deals with compliance
concerns and supervising and monitoring matters reported on
ethical violations and potential breaches or violations of the
same.

BOARD ASSET LIABILITY AND INVESTMENT COMMITTEE
The Investment, Asset and Liability Committee is responsible
for investments of assets in accordance with the Company’s
investment policy and the requirements of the Insurance
Act. The Committee is also responsible for the management
of assets and liabilities to achieve the Company’s financial
objectives and for formulating the framework that ensures the
Company’s adherance to the solvency requirements, meets
its cash flow needs and capital requirements. It is further
responsible for setting the Company’s risk or reward objectives.

ANNUAL REPORT & FINANCIAL STATEMENTS
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BOARD CORPORATE GOVERNANCE, NOMINATION,
RENUMERATION AND HUMAN RESOURCE COMMITTEE
The Committee is responsible for addressing corporate
governance matters and ethics in the Company and the manner
in which the Board of Directors and the Senior Management
oversee the Company’s business. Corporate governance
includes corporate discipline, transparency, independence,
accountability, fairness, probity, ethics and corporate social
responsibility.

The Committee is also responsible for determining, with agreed
terms of reference, the Company’s policy on nomination to the
Board, procedures and specific remuneration packages and
any remuneration for the Principal Officer and the Executive
Director. The Committee is further responsible for the scrutiny
and evaluation of declarations made by the Directors before
their appointment or reappointment or election of Directors
by Shareholders. The Committee ensures succession planning,
Board continuity, and also assesses annual evaluation of
the Board. It is responsible for the recruitment of persons
in control functions and senior management positions. It’s
responsibilities include overseeing the implementation of the
human resource policy.

RELATIONS WITH SHAREHOLDERS

The Board’s primary role is to promote the success of the
Company and in that process, the interests of shareholders.
The Board is accountable to shareholders for the performance

Tausi Assur ance
Company Lim

»w

and activities of the Company. Communication with its
shareholders in respect of the Company’s business activities
is through General Meetings, the Annual Report and Financial
Statements and yearly publication of results made in the press.

CORPORATE SOCIAL RESPONSIBILITY

The Board is conscious of the Company’s social responsibility

and has ensured that the community at large and the

environment benefit from funds that have been donated

to various worthy causes. The Company’s staff have also

participated in CSR activities. Some of the activities or projects

that the Company supported in 2017 are listed below:

(a) Donation of wheel chairs at Nyumba ya Wazee

(b) Environmental conservation through Rhino Ark Charitable
Trust

) Funds to Faraja Cancer Support Trust and cancer patients

Donation for fostering of orphaned elephants through

David Sheldrick Wildlife Trust

Cerebral Palsy Society of Kenya sponsorship

Donation for Child Heart Surgery Fund through Jains,

Nairobi

Planning and sponsoring the Tausi Peace Marathon

Sponsorship to the needy for eye operations at Lions Sight

First Hospital.

(i) Donation for the construction of a class room at Bondeni

Primary School.

Tausi Directors presenting a cheque to Faraja Cancer Trust

ANNUAL REPORT & FINANCIAL STATEMENTS
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REPORT OF THE DIRECTORS

The directors submit their report and the audited financial statements for the year ended 31 December 2017 which disclose the
state of affairs of the company.

COUNTRY OF INCORPORATION
The company is incorporated in Kenya under the Companies Act as a private limited liability company and is domiciled in
Kenya.

PRINCIPAL ACTIVITIES
The company underwrites all classes of general insurance business as defined by Section 31 of the Kenyan Insurance Act (Cap
487), with the exception of aviation.

BUSINESS REVIEW

During the year, the company’s net earned premiums increased from Shs. 629,828,827 to Shs. 743,985,575. This was mainly
attributed to increase in the company’s retention capacity for various classes of business under reinsurance programme, increase
in the volume of business sourced by brokers as well as increase in the value of sum insured for various policies. The profit before
tax increased from Shs. 236,817,673 to Shs. 312,897,995 reflecting the effects of increased premium income.

As at 31 December 2017, the net asset position of the company was Shs. 1,333,966,786 compared to Shs. 1,097,241,065 as at
31 December 2016.

Key performance indicators 2017 2016

Shs Shs
Gross premiums written 963,338,361
Gross earned premiums 920,346,599
Less: reinsurance premium ceded (329,555,140) (290,517,772)
Net earned premiums 743,985,575 629,828,827
Investment and other income 200,749,364 174,014,666
Fair value gain/(loss) on quoted shares 23,299,457 (26,299,289)
Commissions earned 102,765,448 107,101,817
Net income 1,070,799,844 884,646,021
Profit for the year 248,935,699 171,608,943

PRINCIPAL RISKS AND UNCERTAINTIES

The overall business environment continues to remain challenging and this has a resultant effect on overall performance of the
company. The company’s strategic focus is to enhance revenue growth whilst maintaining profit margins, the success of which
remains dependent on overall market conditions and innovativeness to sustain market share.

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

DIVIDEND
During the year, an interim dividend of Shs. 72,000,000 (2016: Shs. 60,000,000) was paid. The directors do not recommend the
payment of a final dividend for the year.

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

Mr R S Sehmi resigned as a Director of the Company on 14th March 2017. Mr D S Bid ceased to be a Director of the Company
with effect from 16th June 2017.

ANNUAL REPORT & FINANCIAL STATEMENTS
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REPORT OF THE DIRECTORS (cont’d)

Mr S O J Mainda and Mr P T Warutere were appointed as Directors of the Company with effect from 15 March 2017 and 16 March
2017 respectively.

Mr R C Kantaria retires by rotation and being eligible offers himself for re-election.

DIRECTORS INDEMNITIES

In line with sound governance practices, the Company maintains Directors’ and Officers’ liability insurance, which gives
appropriate cover for legal action brought against its Directors. The Company has also granted indemnities to each of its Directors
and the Secretary to the extent permitted by law.

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

(@)  there s, so far as the Director is aware, no relevant audit information of which the Company’s auditor is unaware; and

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

APPOINTMENT OF THE AUDITOR
PKF Kenya having expressed their willingness to continue in office, the Board of Directors recommends their re-appointment as
auditors of the Company in accordance with Section 719 of the Kenyan Companies Act 2015.

The Report of Directors was approved by the Board of Directors on 19th March, 2018 and signed on its behalf by the Secretary.

BY ORDER OF THE BOARD

COMPANY SECRETARY
NAIROBI

19th March 2018

ANNUAL REPORT & FINANCIAL STATEMENTS
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STATEMENT OF DIRECTORS’ RESPONSIBILITY

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

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

responsibility for:

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

ii.  Selecting and applying appropriate accounting policies; and

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

The directors are of the opinion that the financial statements give a true and fair view of the financial position of the company
as at 31 December 2017 and of the company’s financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards and the requirements of the Kenyan Companies Act, 2015.

In preparing these financial statements the directors have assessed the company’s ability to continue as a going concern.
Nothing has come to the attention of the directors to indicate that the company and its subsidiaries will not remain a going
concern for at least the next twelve months from the date of this statement.

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

Approved by the board of directors on 19th March, 2018 and signed on its behalf by:

SBunabats

DIRECTOR DIRECTOR

ANNUAL REPORT & FINANCIAL STATEMENTS
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REPORT OF THE INDEPENDENT AUDITOR

Opinion
We have audited the financial statements of Tausi Assurance Company Limited set out on pages 9 to 43, which comprise the
statement of financial position as at 31 December 2017, statement of profit or loss and other comprehensive income, statement
of cash flows for the year then ended and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements give a true and fair view of Tausi Assurance Company Limited’s financial
position as at 31 December 2017 and of its financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs) and the Kenyan Companies Act, 2015.

Basis for Opinion

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

Key Audit Matters

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

Insurance contract liabilities

The directors exercise significant judgement in estimation of outstanding reported claims and Incurred But Not Reported (IBNR)
claims. Accounting policy (b), included in Note 1 to the financial statements, describes the basis for such provisions and Note
22 to the financial statements sets out the disclosures in respect of these provisions. Such provisions are based on multiple
sources of information including models developed that rely on historical experience of claims. Because of the complexity of such
models, the degree of judgement and estimation involved and the quantum of these provisions, the audit of insurance contract
liabilities is a key audit matter.

Our audit procedures included testing the key controls over the claims recording procedures, including controls over the
completeness and accuracy of the data that supports the models used in estimating the insurance contract liabilities. We tested
the completeness of the claims registers including the quantification of claims outstanding at the reporting date. We tested
the completeness of the data used by management in its models to estimate the IBNR claims provision. We reperformed, on a
sample basis, management’s model. In testing the reasonability of the estimates and assumptions used by management, we
reviewed the historical experience of claims incurred against provisions recognised. We also reviewed the trend in claims over the
recent past, including our knowledge of the industry, to determine overall reasonability of the provisions recognised.

Information technology (IT) systems and controls over financial reporting

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

We assessed and tested the overall design and operational effectiveness of controls over information systems that are critical to
financial reporting. We applied judgement to the deficiencies that were observed that affected application and databases within
the scope of our audit and performed additional controls and substantive procedures to determine the reliance placed on the
completeness and accuracy of the system generated information.

Other information

The directors are responsible for the other information. The other information comprises the report of the directors, statement
of directors’ responsibilities and the general insurance business revenue account but does not include the financial statements
and our auditor’s report thereon.

ANNUAL REPORT & FINANCIAL STATEMENTS




1

‘Y

NL SN
RN |1 —
IR DY

A Symbol of Trust, Security & Progress

4
R

REPORT OF THE INDEPENDENT AUDITOR (Cont’d)

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

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

When we read the other reports, if we conclude that there is a material misstatement therein, we are required to communicate
the matter to those charged with governance.

Responsibilities of Directors for the Financial Statements

The directors are responsible for the preparation of the financial statements that give a true and fair view in accordance with
IFRSs and the requirements of the Kenyan Companies Act, 2015, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

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

ANNUAL REPORT & FINANCIAL STATEMENTS




> 4@ 4 »
e SR PPREK

A Symbol of Trust, Security & Progress

REPORT OF THE INDEPENDENT AUDITOR (Cont’d)

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

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

Report on other matters prescribed by the Kenyan Companies Act, 2015
In our opinion the information given in the report of the directors on pages 2 and 3 is consistent with the financial statements.

The engagement partner responsible for the audit resulting in this independent auditor’s report is CPA Salim Alibhai — P/No 2151.

PKF Korga

Certified Public Accountants
NAIROBI

29th March 2018
250/18

ANNUAL REPORT & FINANCIAL STATEMENTS




1

D

4 > . <4
4> 4 4dp
RPEOR D

STATEMENT OF PROFIT OR LOSS

A Symbol of Trust, Security & Progress

And Other Comprehensive Income

INCOME
Gross premiums written

Gross earned premiums
Less: reinsurance premium ceded

Net earned premiums
Investment and other income
Fair Value adjustments
Commissions earned

Net income

Claims payable
Less: amounts recoverable from reinsurers

Net claims payable

Operating and other expenses
Commissions payable

Total operating and commission expenses
Profit before tax

Tax
Profit for the year
Other comprehensive income:

Surplus on revaluation of property, plant and equipment

Deferred income tax on surplus on revaluation of property, plant
and equipment

Items that may be reclassified subsequently to
profit or loss when specific conditions are met:

Changes in fair value of Government securities - ‘Available-for-sale’
Changes in fair value of quoted shares - ‘Available-for-sale’

Total other comprehensive income

Total comprehensive income for the year attributable to
shareholders of the company
Dividend - interim paid during the year

Earnings per share

The notes on pages 19 to 49 form an integral part of these financial statements.

Report of the independent auditor - pages 12 to 14.

2017 2016

Shs Shs

P0o1009%38| 963338361

4 1,073,540,715 920,346,599

4 (329,555,140) (290,517,772)

4 743,985,575 629,828,827

5 200,749,364 174,014,666

5 23,299,457 (26,299,289)

102,765,448 107,101,817

1,070,799,844 884,646,021

6 (289,654,495) (320,773,841)

6 46,726,841 58,773,574

6 (242,927,654) (262,000,267)

7 (324,473,553) (221,679,821)

(190,500,642) (164,148,260)

(514,974,195) (385,828,081)

312,897,995 236,817,673

9 (63,962,296) (65,208,730)

248,935,699 171,608,943

11 38,925,122 -
25 (11,677,537)

17(b) 9,601,253 (817,211)

19(b) 22,941,184 (7,099,299)

59,790,022 (7,916,510)

308,725,721 163,692,433

30 72,000,000 60,000,000

31 41.49 28.60
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STATEMENT OF FINANCIAL POSITION

For the year ended 31 December 2017

CAPITAL EMPLOYED

Share capital

Revaluation reserves

Fair value reserve - ‘Available-for-sale’ investments
Retained earnings

Shareholders’ funds
REPRESENTED BY

Assets

Property, plant and equipment

Intangible assets

Mortgage and other loans

Receivables arising out of reinsurance arrangements
Receivables arising out of direct insurance arrangements
Reinsurers’ share of insurance contract liabilities
Other receivables

Government securities - ‘Held to maturity’
Government securities - ‘Available-for-sale’
Commercial paper

Quoted shares at fair value through profit or loss
Quoted shares - ‘Available-for-sale’

Deposits with financial institutions

Cash and bank balances

Tax recoverable

Total assets

Liabilities

Insurance contract liabilities

Payables arising out of reinsurance arrangements
Unearned premium reserve

Deferred tax

Other payables

Tax payable

Total liabilities

Net assets

2017 2016

Notes Shs Shs
10 - 600,000,000
11 149,943,509
7,507,655 (25,034,782)

552,348,149 372,332,338

1,333,966,786 1,097,241,065

12 320,809,773 289,078,379
13 1,967,253 363,475
14 148,204,697 98,233,627
3,847,305 8,639,979

84,752,133 72,027,980

15 326,953,506 222,092,759
16 59,226,194 65,756,843
17(a) 878,821,933 919,693,936
17(b) 99,060,672 89,428,900
18 14,446,411 21,684,195
19(a) 141,221,916 117,946,259
19(b) 95,632,945 72,691,761
363,280,576 214,604,669

21 22 535,629 14,470,567
13,378,437 -

2,574,139,380 2,206,713,329

22 764,620,960 656,487,009
57,350,001 36,777,512

24 285,356,749 300,729,328
25 62,655,999 50,681,904
26 70,188,885 64,268,686
- 527,825

1,240,172,594 1,109,472,264

1,333,966,786 1,097,241,065

The financial statements on pages 9 to 43 were approved and authorised for issue by the Board of Directors on 19th March, 2018 and

were signed on its behalf by:

Director Director

The notes on pages 19 to 49 form an integral part of these financial statements.

Report of the independent auditor - pages 12 to 14.
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A Symbol of Trust, Security & Progress

STATEMENT OF CASH FLOWS

For the year ended 31 December 2017

2017 2016
Notes Shs Shs
Operating activities
Cash from operations 28 312,745,752 308,744,589
Tax paid (77,572,000) (66,000,000)
Net cash from operations 235,173,752 242,744,589
Investing activities
Purchase of property, plant and equipment 12 (2,371,452) (3,044,317)
Purchase of intangible assets 13 (2,223,848) -
Proceeds from disposal of property, plant and equipment - 38,720
Movement in mortgage and other loans (49,971,070) 12,649,119
Maturity of Government securities - ‘Held to maturity’ 40,872,003 (281,187,684)
Maturity of Government securities - ‘Available-for-sale’ 17(b) - 50,000,000
Redemption of commercial paper 18 7,237,784 7,208,628
Proceeds from disposal of quoted shares at fair value through profit or loss 23,800 -
Purchase of quoted shares - ‘Available-for-sale’ 19(b) - (48,366,324)
Increase in restricted cash balances 21 3,465,329 15,000,000
Net cash (used in) investing activities (2,967,454) (247,701,858)
Financing activities
Dividend paid 30 (72,000,000) (60,000,000)
Net cash (used in) financing activities (72,000,000) (60,000,000)
Increase/(decrease) in cash and cash equivalents 160,206,298 (64,957,269)
Movement in cash and cash equivalents
At start of year 225,609,907 290,567,176
Increase/(decrease) 160,206,298 (64,957,269)
At end of year 21 385,816,205 225,609,907

The notes on pages 19 to 49 form an integral part of these financial statements.

Report of the independent auditor - pages 12 to 14.
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NOTES

For the year ended 31 December 2017

1. Significant accounting policies

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

a) Basis of preparation

Th financial statements have been prepared under the historical cost convention, except as indicated otherwise below and are in
accordance with International Financial Reporting Standards (IFRS). The historical cost convention is generally based on the fair value
of the consideration given in exchange of assets. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or liability, the company takes into
account the characteristics of the asset or liability if market participants would take those characteristics into when pricing the asset or
liability at the measurement date. Fair value for measurement and/or disclosure purposes in these financial statements is determined
on such a basis, except for measure

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

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

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

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

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

Going concern

The financial performance of the company is set out in the report of the directors and in the statement of profit or loss and the other
comprehensive income. The financial position of the company is set out in the statement of financial position. Disclosures in respect
of risk management are set out in Note 3.

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

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

- Amendment to IAS 28 ‘Investments in Associates and Joint Ventures’ (Annual Improvements to IFRSs 2014-2017 Cycle, issued in
December 2017) - The amendment, applicable to annual periods beginning on or after 1 January 2018, clarifies that exemption
from applying the equity method is available separately for each associate or joint venture at initial recognition.

- Amendments to IAS 40 ‘Transfers of Investment Property’ (issued in December 2017) that are effective for annual periods
beginning on or after 1 January 2018, clarify that transfers to or from investment property should be made when, and only when,
there is evidence that a change in use of property has occurred.
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NOTES (Continued)

For the year ended 31 December 2017

1.

a)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of preparation (continued)

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

Amendment to IFRS 1 (Annual Improvements to IFRSs 2014-2016 Cycle, issued in December 2016) that is effective for annual periods
beginning on or after 1 January 2018, deletes certain short-term exemptions and removes certain reliefs for first-time adopters.

Amendments issued in June 2017 to IFRS 2 ‘ Share - Based Payment ‘ which are effective for annual periods beginning on or after 1
January 2018 clarify the effects of vesting conditions on cash settled schemes, treatment of net settled schemes and modifications for
equity settled schemes.

Amendments to IFRS 4 titled Applying IFRS 9 ‘Financial Instruments’ with IFRS 4 ‘Insurance Contracts’ (issued in September 2017)
that are effective for annual periods beginning on or after 1 January 2018, include a temporary exemption from IFRS 9 for insurers that
meet specified criteria and an option for insurers to apply the overlay approach to designated financial.

IFRS 9 ‘Financial Instruments’(Issued in July 2014) will replace IAS 39 and will be effective for annual periods beginning on or after 1
January 2018. It contains requirements for the classification and measurement of financial assets and financial liabilities, impairment,
hedge accounting and de-recognition.

IFRS 9 requires all recognised financial assets to be subsequently measured at amortised cost or fair value (through profit or loss or
through comprehensive income), depending on their classification by reference to the business model within which they are held and
their contractual cash flow characteristics.

In respect of financial liabilities, the most significant effect of IFRS 9 where the fair value option is taken will be in respect of the
amount of change in fair value of a financial liability designated as at fair value through profit or loss that is at is attributable to changes
in the credit risk of that liability is recognised in other comprehensive income (rather than in profit or loss), unless this creates an
accounting mismatch.

In respect of impairment of financial assets, IFRS 9 introduces an “expected credit loss” model based on the concept of providing for
expected losses at inception of a contract.

In respect of hedge accounting, IFRS 9 introduces a substantial overhaul allowing financial statements to better reflect how risk
management activities are undertaken when hedging financial and non-financial risks.

IFRS 15 ‘Revenue from Contracts with Customers’ (issued in May 2014) effective for annual periods beginning on or after 1 January 2018,
replaces IAS 11 ‘Construction Contracts’, IAS 18 ‘Revenue’ and their interpretations (SIC-31 and IFRIC 13,15 and 18). It establishes a
single and comprehensive framework for revenue recognition based on a five-step model to be applied to all contracts with customers,
enhanced disclosures, and new or improved guidance.

IFRS 16 ‘Leases’ (issued in January 2017) effective for annual periods beginning on or after 1 January 2019, replaces IAS 17 ‘Leases’,
IFRIC 4 ‘Determining whether an Arrangement Contains a Lease’ and their interpretations (SIC-15 and SIC-27). IFRS 16 establishes
principles for the recognition, measurement, presentation and disclosure of leases, with the objective of ensuring that lessees and
lessors provide relevant information that faithfully represents those transactions.

IFRS 17 ‘Insurance Contracts’ (issued May 2017) effective for annual periods beginning on or after 1 January 2021 establishes the
principles for the recognition, measurement, presentation and disclosure of insurance contracts.

ANNUAL REPORT & FINANCIAL STATEMENTS



N >
> , >

I
o A

A Symbol of Trust, Security & Progress

4
R

NOTES (Continued)
For the year ended 31 December 2017

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

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

Reinsurance contracts held

Contracts entered into by the company with reinsurers under which the company is compensated for losses on one or more contracts
issued by the company and that meet the classification requirements for insurance contracts are classified as reinsurance contracts held.
Contracts that do not meet these classification requirements are classified as financial assets. Insurance contracts entered into by the
company under which the contract holder is another insurer (inwards reinsurance) are included with insurance contracts.

The benefits to which the company is entitled under its reinsurance contracts held are recognised as reinsurance assets. These assets
consist of short-term balances due from reinsurers, as well as longer term receivables that are dependent on the expected claims and
benefits arising under the related reinsured insurance contracts. Amounts recoverable from or due to reinsurers are measured consistently
with the amounts associated with the reinsured insurance contracts and in accordance with the terms of each reinsurance contract.
Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are recognised as an expense when due.

The company assesses its reinsurance assets for impairment on a quarterly basis. If there is objective evidence that the reinsurance asset
is impaired, the company reduces the carrying amount of the reinsurance asset to its recoverable amount and recognises that impairment
loss in profit or loss. The company gathers the objective evidence that a reinsurance asset is impaired using the same process adopted for
financial assets held at amortised cost. The impairment loss is also calculated following the same method used for these financial assets
(Note 1 (e)).

Receivables and payables related to insurance contracts

Receivables and payables are recognised when due. These include amounts due to and from agents, brokers and insurance contract
holders. If there is objective evidence that the insurance receivables are impaired, the company reduces the carrying amount of the
insurance receivables accordingly and recognises that impairment loss in profit or loss. The company gathers the objective evidence that an
insurance receivable is impaired using the same process adopted for loans and receivables. The impairment loss is also calculated under
the same method used for these financial assets.

Salvage and subrogation reimbursements
Some insurance contracts permit the company to sell (usually damaged) property acquired in settling a claim (for example, salvage). The
company may also have the right to pursue third parties for payment of some or all costs (for example, subrogation).

Estimates of salvage recoveries are included as an allowance in the measurement of the insurance liability for claims, and salvage property
is recognised in other assets when the liability is settled. The allowance is the amount that can reasonably be recovered from the disposal
of the asset.

Subrogation reimbursements are also considered as an allowance in the measurement of the insurance liability for claims and are
recognised in other assets when the liability is settled. The allowance is the assessment of the amount that can be recovered from the
action against the liable third party.
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NOTES (Continued)

For the year ended 31 December 2017

1.

c)

d)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Other income
Interest income and expenses

Interest income and expenses for all interest-bearing financial instruments, including financial instruments measured at fair value through
profit or loss and ‘Available for sale’, are recognised in profit or loss using the effective interest rate method. When a receivable is impaired,
the company reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the original
effective interest rate of the instrument, and continues unwinding the discount as interest income.

Dividend income
Dividend income for ‘Available-for-sale’ and fair value through profit or loss equities is recognised when the right to receive payment is
established - this is the ex-dividend date for equity securities.

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

Property, plant and equipment

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

Buildings and leasehold land are subsequently shown at market value, based on periodic valuations by external independent valuers, less
subsequent depreciation. Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the asset.

Increases in the carrying amount arising on revaluation are credited to a revaluation reserve in equity through the statement of other
comprehensive income. Decreases that offset previous increases of the same asset are charged against the revaluation reserve; all other
decreases are charged to profit or loss. Each year the difference between depreciation based on the revalued carrying amount of the asset
(the depreciation charged to profit or loss) and depreciation based on the asset’s original cost is transferred from the revaluation reserve
to retained earnings.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the company and the cost can be reliably measured. The carrying amount
of the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss during the financial period in which
they are incurred.

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

Rate %
Buildings 2 (Straight line basis)
Motor vehicles 25
Furniture and fittings 125
Computer equipment 30

Leasehold land is depreciated over its remaining life, on a straight line basis.
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NOTES (Continued)

For the year ended 31 December 2017

1.

d)

e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (continued)
The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

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

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying amount and are taken into
account in determining profit before tax. On disposal of revalued assets, amounts in the revaluation reserve relating to that asset are
transferred to retained earnings.

Financial assets

The company classifies its financial assets into the following categories: at fair value through profit or loss, loans and receivables, held to
maturity and Available-for-sale. The classification is determined by management at initial recognition.

i) Classification
- Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if
acquired principally for the purpose of selling in the short term.

- Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
The company’s loans and receivables comprise receivables arising out of reinsurance arrangements, receivables arising out of direct
insurance arrangements, other receivables and prepayments, mortgage and other loans, deposits with financial institutions and cash
and cash equivalents.

- Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other
categories.

- Held-to-maturity financial assets

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities that the
company’s management has the positive intention and ability to hold to maturity, other then:

- Those that the company upon initial recognition designates as at fair value through profit or loss;
- Those that the company designates as Available for sale; and
- Those that meet the definition of loans and receivables

Interest on held-to-maturity investments are included in profit or loss and are reported as ‘interest and similar income’. In the case of an
impairment, it is been reported as a deduction from the carrying value of the investment and recognised in profit or loss as ‘gain/(loss) on
investments’.
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NOTES (Continued)
For the year ended 31 December 2017

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
e) Financial assets (continued)
ii) Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade date — the date on which the company commits to purchase
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value, and transaction costs
are expensed in profit or loss. Financial assets are derecognised when the rights to receive cash flows from the investments have expired
or have been transferred and the company has transferred substantially all risks and rewards of ownership. Available-for-sale financial
assets and financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables are subsequently
carried at amortised cost using the effective interest method.

Gains or loss arising from changes in the fair value of the financial assets at fair value through profit or loss’ category are presented in profit
or loss in the period in which they arise. Dividend income from financial assets at fair value through profit or loss is recognised in profit or
loss as part of other income when the company’s right to receive payments is established. Changes in the fair value of monetary and non-
monetary securities classified as ‘Available-for-sale’ are recognised in other comprehensive income.

When securities classified as ‘Available-for-sale’ are sold or impaired, the accumulated fair value adjustments that were recognised in
equity are included in profit or loss as ‘gains and losses from investment securities’.

Interest on ‘Available-for-sale’ securities calculated using the effective interest method is recognised in profit or loss as part of other
income. Dividends on ‘Available-for-sale’ equity instruments are recognised in profit or loss as part of other income when the company’s
right to receive payments is established.

iii) Determination of fair value

For financial instruments traded in active markets, the determination of fair values of financial assets and financial liabilities is based on
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. This includes listed equity securities on the stock exchange (NSE). The quoted market price used for financial assets
held by the company is the current bid price.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly available from an exchange,
dealer, broker, industry, pricing service or regulatory agency, and those prices represent actual and regularly occurring market transactions
on an arm’s length basis. If the above criteria are not met, the market is regarded as being inactive. For example a market is inactive when
there is a wide bid-offer spread or significant increase in the bid-offer spread or there are few recent transactions.

For all other financial instruments, fair value is determined using valuation techniques. In these techniques, fair values are estimated from
observable data in respect of similar financial instruments, using models to estimate the present value of expected future cash flows or

other valuation techniques, using inputs existing at the reporting date.

Fair values are categorised into three levels in a fair value hierarchy based on the degree to which the inputs to the measurement are
observable and the significance of the inputs to the fair value as disclosed in accounting policy (a).
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NOTES (Continued)
For the year ended 31 December 2017

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
e) Financial assets (continued)
iv) Reclassification of financial assets

Financial assets other than loans and receivables are permitted to be reclassified out of the held-for-trading category only in rare
circumstances arising from a single event that is unusual and highly unlikely to recur in the near-term. In addition, the company may
choose to reclassify financial assets that would meet the definition of loans and receivables out of the held-for-trading or Available-for-
sale categories if the company has the intention and ability to hold these financial assets for the foreseeable future or until maturity
at the date of reclassification.

Reclassifications are made at fair value as of the reclassification date. Fair value becomes the new cost or amortised cost as applicable,
and no reversals of fair value gains or losses recorded before reclassification date are subsequently made. Effective interest rates
for financial assets reclassified to loans and receivables and held-to-maturity categories are determined at the reclassification date.
Further increases in estimates of cash flows adjust effective interest rates prospectively.

v) Impairment of assets

Evidence of impairment may include indications that the receivables or a group of receivables is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate that there is a measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with defaults.

For loans and receivables category, the amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognised in profit or
loss. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate determined under the contract. As a practical expedient, the company may measure impairment on the
basis of an instrument’s fair value using an observable market price.

If, 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 recognised (such as an improvement in the debtor’s credit rating), the reversal of the previously
recognised impairment loss is recognised in profit or loss.

- Financial assets carried at amortised cost

The company assesses at the end of each reporting period whether there is objective evidence that a financial asset or company of
financial assets is impaired. A financial asset or a company of financial assets is impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a
‘loss event’) has an impact on the estimated future cash flows of the financial asset or company of financial assets that can be reliably
estimated.
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NOTES (Continued)

For the year ended 31 December 2017
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e) Financial assets (continued)

vi

~

Assets classified as ‘Available-for-sale’

The company assesses at the end of each reporting period whether there is objective evidence that a financial asset or a company of
financial assets is impaired.

For debt securities, if any such evidence exists the cumulative loss measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset previously recognised in profit or loss is removed from equity and
recognised in the profit or loss. If, in a subsequent period, the fair value of a debt instrument classified as Available for sale increases
and the increase can be objectively related to an event occurring after the impairment loss was recognised in profit or loss, the
impairment loss is reversed through profit or loss.

For equity investments, a significant or prolonged decline in the fair value of the security below its cost is also evidence that the assets
are impaired. If any such evidence exists the cumulative loss measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset previously recognised in profit or loss is removed from equity and reclassified
to profit or loss. Impairment losses recognised in profit or loss on equity instruments are not reversed through the statement of profit
or loss.

Offsetting financial instruments

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

vii) Impairment of other non-financial assets

Intangible assets that have an indefinite useful life or intangible assets not ready to use are not subject to amortisation and are
tested annually for impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs of
disposal and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash-generating units). Prior impairments of non- financial assets (other than goodwill) are reviewed for
possible reversal at each reporting date.

f) Cash and cash equivalents

g)

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

Accounting for leases

Leases of assets where a significant proportion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases are charged to profit or loss on a straight-line basis over the period of the lease.
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NOTES (Continued)

For the year ended 31 December 2017
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

h) Employee benefits
i) Retirement benefit obligations
The company operates a defined contribution scheme for its employees. The assets of the scheme are held in separate trustee
administered funds, which are funded from contributions from both the company and employees. The company has no legal or
constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits
relating to employee service in the current and prior periods. The employees of the company are also members of the National Social
Security Fund (“NSSF”).

The company’s contributions to the defined contribution scheme and NSSF are charged to of profit or loss in the year to which they
relate.

ii) Other entitlements

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

i) Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in profit or loss, except to the extent that it relates to
items recognised in other comprehensive income, in which case, the tax is also recognised in other comprehensive income.

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

Deferred tax
Deferred tax is provided using the liability method for all temporary differences arising between the tax bases of assets and liabilities and
their carrying values for financial reporting purposes. Currently enacted tax rates are used to determine deferred tax. Deferred tax assets
are recognised only to the extent that it is probable that future taxable profits will be available against which temporary differences can be
utilised.

j) Dividends

Dividends on ordinary shares are charged to equity in the period in which they are declared. Proposed dividends are shown as a separate
component of equity until declared.

k) Share capital
Ordinary shares are classified as equity.
l) Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.
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NOTES (Continued)
For the year ended 31 December 2017

2. Critical accounting estimates and judgments

The company makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year.
Estimates and judgments are continuously evaluated and based on historical experience and other factors, expectations of future events
that are believed to be reasonable under the circumstances.

a) The ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts is the company’s most critical accounting
estimate. There are several sources of uncertainty that need to be considered in the estimate of the liability that the company will ultimately
pay for such claims.

Judgement is also applied in the estimation of future contractual cash flows in relation to reported losses and losses incurred but not yet
reported. There are several sources of uncertainty that need to be considered in the estimate of the ability that the company will ultimately
pay for such claims. Case estimates are computed on the basis of the best information available at the time the records for the year are
closed. Note 22 contains further details on this process.

b) Impairment of receivables

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

c) Impairment of ‘Available-for-sale’ quoted shares

The company determines that ‘Available-for-sale’ quoted shares 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. In making this judgment, the company
evaluates among other factors, the normal volatility in share price, the financial health of the investee, industry and sector performance,
changes in technology, and operational and financing cash flow. Impairment may be appropriate when there is evidence of deterioration in
the financial health of the investee, industry and sector performance, changes in technology, and financing and operational cash flows.

3. Management of insurance and financial risk
3.1 Insurance risk

The company’s activities expose it to a variety of risks, including insurance and financial risks (credit risk, and the effect of changes in
debt and equity market prices and interest rates). The company’s overall risk management programme focuses on the identification and
management of risks and seeks to minimise potential adverse effects on its financial performance, by use of underwriting guidelines
and capacity limits, reinsurance planning, credit policy governing the acceptance of clients, and defined criteria for the approval of
intermediaries and reinsurers. Investment policies are in place which help manage liquidity, and seek to maximise return within an
acceptable level of interest rate risk.

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

The risk under any one insurance contract is the possibility that the insured event occurs and the uncertainty of the amount of the resulting
claim. By the very nature of an insurance contract, this risk is random and therefore unpredictable.
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NOTES (Continued)
For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)

3.1 Insurance risk (continued)

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

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

i) Frequency and severity of claims

The frequency and severity of claims can be affected by several factors. The most significant are the increasing level of awards for the
damage suffered as a result of exposure to asbestos, and the increase in the number of cases coming to court that have been inactive
or latent for a long period of time. Estimated inflation is also a significant factor due to the long period typically required to settle these
cases.

The company manages these risks through its underwriting strategy, adequate reinsurance arrangements and proactive claims
handling.

The underwriting strategy attempts to ensure that the underwritten risks are well diversified in terms of type and amount of risk,
industry and geography.

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

Claims on casualty contracts/general risks are payable on a claims-occurrence basis. The company is liable for all insured events that
occurred during the term of the contract, even if the loss is discovered after the end of the contract term. As a result, liability claims
are settled over a long period of time, and a larger element of the claims provision relates to incurred but not reported claims (IBNR).
There are several variables that affect the amount and timing of cash flows from these contracts. These mainly relate to the inherent
risks of the business activities carried out by individual contract holders and the risk management procedures they adopted. The
compensation paid on these contracts is the monetary awards granted for bodily injury suffered by employees (for employer’s liability
covers) or members of the public (for public liability covers). Such awards are lump-sum payments that are calculated as the present
value of the lost earnings and rehabilitation expenses that the injured party will incur as a result of the accident.

3.2 Financial risk

The company is exposed to financial risk through its financial assets and financial liabilities. In particular the key financial risk is that the
proceeds from its financial assets are not sufficient to fund the obligations arising from its insurance and investment contracts. The most
important types of risk are credit risk, liquidity risk, market risk and other operational risks. Market risk includes currency risk, interest rate
risk, equity price risk and other price risk.

These risks arise from open positions in interest rate, currency and equity products, all of which are exposed to general and specific market
movements. The risks that the company primarily faces due to the nature of its investments and liabilities are interest rate risk and credit
risk.

The company manages these positions within an asset liability management (ALM) framework that has been developed to achieve long-
term investment returns in excess of its obligations under insurance and investment contracts. The principal technique of the company’s
ALM is to match assets to the liabilities arising from insurance and investment contracts by reference to the type of benefits payable to
contract holders. For each distinct category of liabilities, a separate portfolio of assets is maintained.
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NOTES (Continued)
For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)

3.2 Financial risk (continued)
a) Market risk
i) Foreign exchange risk

The company is exposed to foreign exchange risk arising from various currency exposures, primarily with respect to the US Dollar on cash
and bank balances.

The assets denominated in US dollar at year end totalled Shs 2,108,025 (2016: Shs. 1,398,109) representing 0.08% (2016: 0.06%) of total
assets. At 31 December 2017, if the Kenya Shilling had weakened/strengthened by 10% against the US dollar with all other variables held
constant, the effect on the post tax profit for the year would be Shs. 147,562 (2016: Shs. 97,868).

ii) Price risk

The company is exposed to equity securities price risk because of investments in quoted shares and treasury bonds classified either as
‘Available-for-sale’ or at fair value through profit or loss. The company is not exposed to commodity price risk. To manage its price risk
arising from investments in equity the company diversifies its portfolio on several counters. Diversification of the portfolio is done in
accordance with limits set by the company and guidelines per the Kenyan Insurance Act. All quoted shares and treasury bonds held by the
company are traded on the Nairobi Securities Exchange (NSE).

The table below summarises the impact of increases/decreases of the NSE index on the company’s post-tax profit for the year and on other
comprehensive income. The analysis is based on the assumption that the equity indexes had increased by 5% with all other variables held
constant and all the company’s equity instruments moved according to the historical correlation with the index:

Impact on profit Impact on other comprehensive income
Index 2017 2016 2017 2016

Shs Shs Shs Shs
Increase 7,061,096 5,897,313 4,781,647 3,634,588

iii) Cash flow and interest rate risk

Fixed interest rate financial instruments expose the company to fair value interest rate risk. Variable interest rate financial instruments
expose the company to cash flow interest rate risk.

The company’s fixed interest rate financial instruments are government securities and deposits with financial institutions. The company’s
fixed interest rate financial instruments are commercial papers.

No limits are placed on the ratio of variable rate financial instruments to fixed rate financial instruments. The sensitivity analysis for interest
rate risk illustrates how changes in the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
interest rates at the reporting date.

The government securities, deposits with financial institutions, commercial paper and loans at year end totalled Shs. 1,503,814,289 (2016:
Shs. 1,343,645,327) representing a significant portion of total assets. At the reporting date, if the interest rates had been 5 basis points
higher/lower with all other variables held constant, the effect on the post tax profit for the year would have been an increase/decrease by
Shs. 52,633,500 (2016: Shs. 47,027,586).
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For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)

3.2 Financial risk (continued)
b) Credit risk

Credit risk on financial assets with banking institutions is managed by dealing with institutions with good credit ratings and placing limits
on deposits that can be held with each institution.

The company has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due. Key areas
where the company is exposed to credit risk are:

- receivables arising out of direct insurance arrangements;
- mortgage and other loans;

- receivables arising out of reinsurance arrangements; and
- reinsurers’ share of insurance liabilities.

- deposits with financial institutions

- other receivables

- cash and bank balances

- government securities

- commercial paper

Credit risk on amounts arising out of direct insurance arrangements is managed by ensuring that credit is extended to customers with an
established credit history. The credit history is determined by taking into account the financial position, past experience and other relevant
factors. Credit is managed by setting the credit limit and the credit period for each customer. The utilisation of the credit limits and the
credit period is monitored by management on a regular basis.

Maximum exposure to credit risk before collateral held

Year ended 31 December 2017 Fully Past due but Past due and
performing not impaired impaired Total
Shs Shs Shs Shs
Receivables arising out of direct insurance arrangements 72,113,522 12,638,611 - 84,752,133
Receivables arising out of reinsurance arrangements 3,847,305 - - 3,847,305
Reinsurers’ share of insurance liabilities 326,953,506 - - 326,953,506
Mortgage and other loans 148,204,697 - - 148,204,697
Government securities - ‘Held to maturity’ 878,821,933 - - 878,821,933
Government securities - ‘Available-for-sale’ 99,060,672 - - 99,060,672
Commercial paper 14,446,411 - - 14,446,411
Deposits with financial institutions 352,114,978 - 11,165,598 363,280,576
Cash and bank balances 22,535,629 - - 22,535,629
Other receivables 59,226,194 - - 59,226,194
1,977,324,847 12,638,611 11,165,598 2,001,129,056
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NOTES (Continued)

For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)

3.2 Financial risk (continued)

b) Credit risk (continued)

Fully Past due but Past due

Year ended 31 December 2016 performing not impaired and impaired Total
Shs Shs Shs Shs

Receivables arising out of direct insurance arrangements 61,647,048 10,380,932 - 72,027,980
Receivables arising out of reinsurance arrangements 8,639,979 - - 8,639,979
Reinsurers’ share of insurance liabilities 222,092,759 - - 222,092,759
Mortgage and other loans 98,233,627 - - 98,233,627
Government securities - ‘Held to maturity’ 919,693,936 - - 919,693,936
Government securities - ‘Available-for-sale’ 89,428,900 - - 89,428,900
Commercial paper 21,684,195 - - 21,684,195
Deposits with financial institutions 199,973,743 3,465,328 11,165,598 214,604,669
Cash and cash equivalents 14,470,567 - - 14,470,567
Other receivables 65,756,843 - - 65,756,843
1,701,621,597 13,846,260 11,165,598 1,726,633,455

All receivables that are neither past due or impaired are within their approved credit limits, and no receivables have had their terms
renegotiated. The mortgage and other loans are secured by joint collaterals on debentures against the borrower and lien over the borrowers’

property.

No collateral is held for the remaining assets. All receivables that are neither past due or impaired are within their approved credit limits,
and no receivables have had their terms renegotiated.

None of the above assets are impaired except for the following past due but not impaired amounts in:
- receivables arising out of direct insurance arrangements (which are due within 90 days of the end of the month in which they are
invoiced; and

- receivables arising out of reinsurance arrangements.

Receivables arising out of direct insurance arrangements can be analysed as follows:

2017 2016
Shs Shs

Past due but not impaired
- by up to 30 days 35,639,884 25,026,725
- by 31to 60 days 20,119,677 19,413,576
- by 61 to 120 days 16,353,961 24,735,281
- over 120 days 12,638,611 2,852,398
84,752,133 72,027,980
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For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)
3.2 Financial risk (continued)
b) Credit risk (continued)

Receivables arising out of reinsurance arrangements are
summarised as follows:

Past due and impaired
Past due but not impaired

2017 2016

Shs Shs
3,847,305 8,639,979
3,847,305 8,639,979

c) Liquidity risk

Liquidity risk is the risk that the company is unable to meet its payment obligations associated with its financial liabilities as they fall
due and to replace funds when they are withdrawn. The company is exposed to daily calls on its available cash for claims settlement and
other expenses. The company does not maintain cash resources to meet all of these needs as experience shows that a minimum level of
reinvestment of maturing funds can be predicted with a high level of certainty. On large claims arrangements are in place to obtain cash

calls from reinsurers.

The table below presents the undiscounted cash flows payable by the company under financial liabilities by remaining contractual maturities
(other than insurance contract liabilities which are based on expected maturities) at the reporting date. All figures are in Kenya Shillings.

As at 31 December 2017

Liabilities

Insurance contract liabilities

Creditors arising from reinsurance arrangements
Other payables

Total financial liabilities

As at 31 December 2016

Liabilities

Insurance contract liabilities

Creditors arising from reinsurance arrangements
Tax payable

Other payables

Total financial liabilities

Upto3 4-12 1-5
months months years Total
Shs Shs Shs Shs
76,462,096 160,570,402 527,588,462 764,620,960
57,350,001 - - 57,350,001
56,744,820 - - 56,744,820
190,556,917 160,570,402 527,588,462 878,715,781
Upto3 4-12 1-5
months months years Total
Shs Shs Shs Shs
65,648,701 137,862,272 452,976,036 656,487,009
36,777,512 - - 36,777,512
- 527,825 - 527,825
64,268,686 - - 64,268,686
166,694,899 138,390,097 452,976,036 758,061,032
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For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)

3.2 Financial risk (continued)
d) Financial assets measured at fair value

The following table presents the company’s assets that are measured at fair value at 31 December 2017 and 31 December 2016:

As at 31 December 2017 Level 1 Level 2 Level 3 Total
Shs Shs Shs Shs
Assets
Financial assets
Quoted shares at fair value through profit or loss 141,221,916 141,221,916
Quoted shares - Available-for- sale’ 95,632,945 95,632,945
Government securities - Available-for- sale’ 99,060,672 99,060,672
335,915,533 - - 335,915,533
Level 1 Level 2 Level 3 Total
As at 31 December 2016 Shs Shs Shs Shs
Assets
Financial assets
Quoted shares at fair value through profit or loss 117,946,259 117,946,259
Quoted shares - Available-for- sale’ 72,691,761 72,691,761
Government securities - Available-for- sale’ 89,428,900 89,428,900
280,066,920 - - 280,066,920
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For the year ended 31 December 2017
3. Management of insurance and financial risk (continued)
3.2 Financial risk (continued)

e) Financial risk assets by category

Financial
assets at fair
value through
profit or loss

Loans and upon initial Held to Available

receivables recognition maturity for sale Total
Shs Shs Shs Shs Shs

As at 31 December 2017
Quoted shares 141,221,916 - 95,632,945 236,854,861
Government securities - 878,821,933 99,060,672 977,882,605
Commercial paper - 14,446,411 - 14,446,411
Mortgage and other loans 148,204,697 - 148,204,697
Receivables arising out of reinsurance arrangements 3,847,305 3,847,305
Reinsurers share of insurance contract liabilities 326,953,506 326,953,506
Receivables arising out of direct insurance arrangements 84,752,133 84,752,133
Other receivables 59,226,194 59,226,194
Deposits with financial institutions 363,280,576 363,280,576
Tax recoverable 13,378,437 13,378,437
Cash and cash equivalents 22,535,629 22,535,629
1,022,178,477 141,221,916 893,268,344 194,693,617 2,251,362,354

As at 31 December 2016

Quoted shares 117,946,259 - 72,691,761 190,638,020
Government securities - 919,693,936 89,428,900 1,009,122,836
Commercial paper - 21,684,195 21,684,195
Mortgage and other loans 98,233,627 - 98,233,627
Receivables arising out of reinsurance arrangements 8,639,979 8,639,979
Reinsurers share of insurance contract liabilities 222,092,759 222,092,759
Receivables arising out of direct insurance arrangements 72,027,980 72,027,980
Other receivables 65,756,843 65,756,843
Deposits with financial institutions 214,604,669 214,604,669
Cash and cash equivalents 14,470,567 14,470,567
695,826,424 117,946,259 941,378,131 162,120,661 1,917,271,475

f) Financial liabilities by category

As at 31 December 2017

As at 31 December 2016

Financial Financial
liabilities liabilities
at fair Financial at fair Financial
value liabilities value liabilities
through at amortised through  at amortised
profit or loss cost Total profit or loss cost Total
Shs Shs Shs Shs Shs Shs
Insurance contract liabilities 764,620,960 764,620,960 - 656,487,009 656,487,009
Payables arising out of reinsurance arrangements 57,350,001 57,350,001 36,777,512 36,777,512
Other payables 70,188,885 70,188,885 64,268,686 64,268,686
- 892,159,846 892,159,846 757,533,207 757,533,207
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NOTES (Continued)

For the year ended 31 December 2017

3. Management of insurance and financial risk (continued)
3.2 Financial risk (continued)
g) Capital management

Internally imposed capital requirements

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

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

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

stakeholders;
to maintain a strong asset base to support the development of business;
to maintain an optimal capital structure to reduce the cost of capital; and

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

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

2017 2016

Shs Shs

Tier-1 Capital 1,152,348,149 973,368,599
Tier-2 Capital 181,618,637 128,682,703
Deductions 78,707,886 125,596,004
Total Capital Available (TCA) 1,255,258,900 976,455,298
Absolute Amount Minimum 1 600,000,000 600,000,000
Volume of Business Minimum 2 125,965,765 112,369,619
Risk Based Capital Minimum 369,107,792 317,063,499
Minimum Required Capital 600,000,000 600,000,000
Capital Adequacy Ratio 209% 163%

4. Gross earned premiums

The gross earned premium of the company can be analysed between the principal classes of business as shown below:

Gross Reinsurance Net

Year ended 31 December 2017 Shs Shs Shs
Fire 303,138,848 (225,847,205) 77,291,643
Motor 252,101,703 (3,146,778) 248,954,925
Workmen’s compensation 178,427,363 (3,051,127) 175,376,236
Marine 129,091,113 (40,861,296) 88,229,817
Theft 108,678,751 (11,717,892) 96,960,859
Engineering 45,936,095 (33,615,861) 12,320,234
Public liability 14,070,298 (929,297) 13,141,001
Personal accident 13,752,882 (1,397,050) 12,355,832
Others 28,343,662 (8,988,634) 19,355,028
1,073,540,715 (329,555,140) 743,985,575
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NOTES (Continued)
For the year ended 31 December 2017

4. Gross earned premiums (continued)

Gross  Reinsurance Net
Year ended 31 December 2016 Shs Shs Shs
Fire 239,643,920 (179,418,359) 60,225,561
Motor 231,186,437 (4,057,780) 227,128,657
Workmen’s compensation 138,144,543 (6,642,106) 131,502,437
Marine 107,928,342 (32,531,561) 75,396,781
Theft 96,035,896 (10,305,783) 85,730,113
Engineering 51,820,692 (42,611,925) 9,208,767
Public liability 11,469,397 (1,217,622) 10,251,775
Personal accident 12,379,624 (1,193,131) 11,186,493
Others 31,737,748 (12,539,505) 19,198,243
920,346,599 (290,517,772) 629,828,827
Investment and other income
2017 2016
Shs Shs
Interest from Government securities 132,330,447 109,448,406
Interest from corporate bond 2,280,181 3,185,989
Profit on maturity of - ‘Available-for- sale’ assets - 509,710
Interest from bank deposits and current accounts 33,690,434 26,931,952
Interest on staff and mortgage loans 17,895,691 14,754,011
Foreign exchange (loss)/gain (2,338) 996,371
Rental income 5,020,149 9,353,342
Gain on sale of quoted shares 5911 -
Dividend income 9,127,231 7,905,479
Miscellaneous income 401,658 890,686
Gain on disposal of property, plant and equipment - 38,720
Fair value (loss) on quoted shares at fair value through profit or loss (Note 19(a) 23,299,457 (26,299,289)
224,048,821 147,715,377
Claims payable
The claims of the company can be analysed between the principal classes of business as follows:
Gross  Reinsurance Net
Year ended 31 December 2017 Shs Shs Shs
Motor 104,469,334 (2,691,604) 101,777,730
Fire 27,393,579 (10,819,935) 16,573,644
Workmen’s compensation 72,857,578 (2,004,426) 70,853,152
Marine 35,701,979 (7,740,420) 27,961,559
Theft 23,574,717 (2,384,230) 21,190,487
Engineering 17,399,341 (15,037 909) 2,361,432
Public liability 1,862,359 1,862,359
Personal accident 5,483,992 (4,408,310) 1,075,682
Others 911,616 (1,640,007) (728,391)
289,654,495 (46,726,841) 242,927,654
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NOTES (Continued)

For the year ended 31 December 2017

6. Claims payable (continued)

Gross Reinsurance Net
Year ended 31 December 2016 Shs Shs Shs
Fire 90,488,828 (1,763,177) 88,725,651
Motor 78,606,013 (27,490,108) 51,115,905
Workmen’s compensation 45,622,661 (73,072) 45,549,589
Marine 43,369,831 (9,645,095) 33,724,736
Theft 43,552,693 (13,219,961) 30,332,732
Engineering 10,954,833 (6,442,961) 4,511,872
Public liability 2,175,882 - 2,175,882
Personal accident 1,139,245 (37,950) 1,101,295
Others 4,863,855 (101,250) 4,762,605
320,773,841 (58,773,574) 262,000,267
2017 2016
7. Operating and other expenses Shs Shs
Depreciation on property, plant and equipment (Note 12) 9,565,180 9,564,750
Amortisation of intangible assets (Note 13) 620,070 700,360
Auditors’ remuneration 2,400,000 1,990,560
Directors’ remuneration
- Fees to executives 3,300,000 3,300,000
- Other fees 3,392,000 4,350,000
Repairs and maintenance 5,976,034 3,560,013
Other operating expenses 160,502,602 70,961,054
Staff costs (Note 8) 138,717,667 127,253,084
324,473,553 221,679,821
8. Staff costs
Salaries and wages 118,285,850 112,363,388
National Social Security Fund 138,400 133,400
Retirement benefit costs - defined contribution scheme 6,025,863 5,884,592
Other staff costs 14,267,554 8,871,704
138,717,667 127,253,084
The average number of persons employed during the year, by category, were:
Underwriting 18 16
Claims 14 13
Management, administration and finance 26 27
58 56
2017 2016
9. Tax Shs Shs
Current tax 63,665,738 68,888,567
Deferred tax (credit) (Note 25) 296,558 (3,679,837)
Tax charge 63,962,296 65,208,730
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A Symbol of Trust, Security & Progress

For the year ended 31 December 2017

9.

10.

11.

Tax (continued)

The tax on the company’s profit before tax differs from the

theoretical amount that would arise using the basic rate as follows:

Profit before tax
Tax calculated at the rate of 30% (2016: 30%)
Tax effect of:
expenses not deductible for tax purposes
income not subject to tax

Tax charge

Authorised, issued and fully paid:

6,000,000 (2016: 6,000,000) ordinary shares of Shs. 100 each

Revaluation reserve

Leasehold land
Buildings

The movement on the reserve is as follows:

Leasehold land

At start of year

Revaluation surplus

Deferred tax on revaluation surplus
Transfer of excess depreciation

Deferred tax on excess depreciation transfer

At end of year

Buildings

At start of year

Revaluation surplus

Deferred tax on revaluation surplus
Transfer of excess depreciation

Deferred tax on excess depreciation transfer

At end of year

The revaluation reserve is not distributable.

2017 2016

Shs Shs
312,897,995 236,817,673
93,869,399 71,045,302
3,252,225 10,162,334
(33,159,328) (15,998,906)
63,962,296 65,208,730
600,000,000 600,000,000
61,852,117 52,314,644
112,258,865 97,628,865
174,110,982 149,943,509
2017 2016

Shs Shs
52,314,644 53,023,829
14,805,122 -
(4,441,537) -
(1,180,160) (1,013,122)
354,048 303,937
61,852,117 52,314,644
97,628,865 99,658,865
24,120,000 -
(7,236,000) -
(3,220,000) (2,900,000)
966,000 870,000
112,258,865 97,628,865
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NOTES (Continued)
For the year ended 31 December 2017

12. Property, plant and equipment

Year ended 31 December 2017 Leasehold Buildings Motor Furniture Computer Total
land vehicles and fittings equipment
Shs Shs Shs Shs Shs Shs
Cost/valuation
At start of year 80,000,000 195,000,000 3,737,434 33,459,231 34,006,990 346,203,655
Additions - - - 898,658 1,472,794 2,371,452
Surplus on revaluation 12,500,000 16,000,000 - - - 28,500,000
At end of year 92,500,000 211,000,000 3,737,434 34,357,889 35,479,784 377,075,107

Depreciation

At start of year 1,069,042 3,900,000 2,455,005 21,486,802 28,214,427 57,125,276
Charge for the year 1,236,080 4,220,000 320,607 1,608,886 2,179,607 9,565,180
Reversal on revaluation (2,305,122) (8,120,000) - - - (10,425,122)
At end of year - - 2,775,612 23,095,688 30,394,034 56,265,334
Net book value 92,500,000 211,000,000 961,822 11,262,201 5,085,750 320,809,773
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NOTES (Continued)
For the year ended 31 December 2017

12. Property, plant and equipment

Year ended 31 December 2016 Leasehold Buildings Motor Furniture Computer Total
land vehicles and fittings equipment

Shs Shs Shs Shs Shs Shs
Cost/valuation
At start of year 80,000,000 195,000,000 3,737,434 32,407,921 32,071,483 343,216,838
Additions - - - 1,051,310 1,993,007 3,044,317
Disposals - - - - (57,500) (57,500)
At end of year 80,000,000 195,000,000 3,737,434 33,459,231 34,006,990 346,203,655

Depreciation

At start of year - - 2,027,528 19,776,455 25,814,043 47,618,026
On disposal - - - - (57,500) (57,500)
Charge for the year 1,069,042 3,900,000 427,477 1,710,347 2,457,884 9,564,750
At end of year 1,069,042 3,900,000 2,455,005 21,486,802 28,214,427 57,125,276
Net book value 78,930,958 191,100,000 1,282,429 11,972,429 5,792,563 289,078,379

Leasehold land and buildings were professionally valued by R.R. Oswald & Company Limited on the basis of current open market value on 19
December 2017. The book values of the properties were adjusted to the revaluations and the resultant surplus net of deferred tax was credited
to the revaluation reserve in shareholder’s equity, through the statement of comprehensive income.

The fair valuation of property, plant and equipment is considered to represent a level 3 valuation based on significant non-observable inputs
being the location and condition of the assets and replacement costs. Management does not expect there to be a material sensitivity to the fair

values arising from the non-observable inputs.

If leasehold land and buildings were stated on the historical cost basis, the carrying values would be as follows:

Leasehold land Buildings Total
Year ended 31 December 2017 Shs Shs Shs
Cost 5,000,000 50,000,000 55,000,000
Accumulated depreciation (927,340)  (16,000,000)  (16,927,340)

4,072,660 34,000,000 38,072,660

Year ended 31 December 2016
Cost 5,000,000 50,000,000 55,000,000
Accumulated depreciation (871,420)  (15,000,000)  (15,871,420)

4,128,580 35,000,000 39,128,580
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NOTES (Continued)

For the year ended 31 December 2017

13.

14.

15.

16.

Intangible asset - software

2017 2016
Shs Shs
Cost
At start of year 22,542,942 22,542,942
Additions 2,223,848 -
At end of year 24,766,790 22,542,942
Amortisation
At start of year 22,179,467 21,479,107
Charge for the year 620,070 700,360
At end of year 22,799,537 22,179,467
Net book value 1,967,253 363,475
Mortgage and other loans
Mortgage loans
At start of year 94,115,396 108,118,624
Amount advanced 83,350,000 6,125,000
Repayment (38,111,062) (20,128,228)
At end of year 139,354,334 94,115,396
Other loans
At start of year 4,118,231 2,764,122
Amount advanced 7,242,000 2,500,000
Repayment (2,509,868) (1,145,891)
At end of year 8,850,363 4,118,231
Total mortgage and other loans 148,204,697 98,233,627
Reinsurers’ share of insurance contract liabilities
Reinsurers’ share of:
- unearned premium (Note 24) 65,358,543 68,259,843
- notified claims outstanding (Note 23) 226,235,758 129,106,085
- claims incurred but not reported (Note 23) 35,359,205 24,726,331
326,953,506 222,092,759
Other receivables
Deposits 9,987,775 9,987,775
Sundry debtors 419,330 3,098,325
Deferred commission 47,705,437 51,823,366
Prepayments 1,113,652 847,376
59,226,194 65,756,843
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For the year ended 31 December 2017

17.Government securities
a) Held-to-maturity financial assets

Treasury bills and bonds maturing:

Less than 90 days from the reporting date (Note 21)
Between 1 and 5 years of the reporting date

After 5 years of the reporting date

2017 2016

Shs Shs
162,772,160 249,141,370
716,049,773 670,552,566
878,821,933 919,693,936

Treasury bonds whose face value is Shs.118,000,000 (2016: Shs. 121,000,000) are held under lien in favour of the Commissioner of

Insurance in accordance with Section 32 of the Kenyan Insurance Act.

b) Available for sale 2017 2016
Shs Shs
Treasury bills and bonds maturing:
Between 1 and 5 years of the reporting date 20,472,725 18,442,380
After 5 years of the reporting date 78,587,947 70,986,520
99,060,672 89,428,900
The movement in government securities - ‘Available-for-sale’ is analysed as follows:
2017 2016
Shs Shs
At start of year 89,428,900 136,830,371
Matured during the year - (50,000,000)
Gain on maturity of - ‘Available-for- sale’ assets - 509,710
Accrued interest movement 30,519 2,906,030
Fair value (loss) 9,601,253 (817,211)
At end of year 99,060,672 89,428,900
18. Commercial paper
Infrastructure bond 14,446,411 21,684,195
19. Quoted shares
a) At fair value through profit or loss
At start of year 117,946,259 144,245,548
Disposals (23,800) -
Fair value gain/(loss) 23,299,457 (26,299,289)
At end of year 141,221,916 117,946,259
b) Available for sale
At start of year 72,691,761 31,424,736
Additions - 48,366,324
Fair value gain/(loss) 22,941,184 (7,099,299)
At end of year 95,632,945 72,691,761
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NOTES (Continued)
For the year ended 31 December 2017

20. Weighted average effective interest rates

The following table summarises the weighted average effective interest rates at the year end on the principal interest-bearing investments:

2017 2016

% %

Government securities 13.53 10.85
Deposits with financial institutions 9.27 12.55
Commercial paper 15.78 14.69
Mortgage and other loans 12.07 15.02

21. Cash and bank balances 2017 2016
Shs Shs

Cash at bank and in hand 22,535,629 14,470,567

For the purposes of the statement of cash flows, the year-end cash and cash equivalents comprise the following:

Cash at bank and in hand 22,535,629 14,470,567
Deposits with financial institutions 363,280,576 214,604,669
Less: Restricted cash balances - under lien - (3,465,329)

385,816,205 225,609,907

22. Insurance contract liabilities

Short term non-life insurance contracts:

- claims reported and claims handling expenses 638,272,699 541,638,801
- claims incurred but not reported (IBNR) 126,348,261 114,848,208
Total gross insurance liabilities (Note 23) 764,620,960 656,487,009

Gross claims reported, claims handling expenses liabilities and the liability for claims incurred but not reported are net of expected recoveries
from salvage and subrogation. The expected recoveries at the end of 2017 and 2016 are not material.

The company uses chain-ladder techniques to estimate the ultimate cost of claims and the IBNR provision. Chain ladder techniques are used as
they are an appropriate technique for mature classes of business that have a relatively stable development pattern. This involves the analysis
of historical claims development factors and the selection of estimated development factors based on this historical pattern. The selected
development factors are then applied to cumulative claims data for each accident year that is not fully developed to produce an estimated
ultimate claims cost for each accident year.
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NOTES (Continued)

For the year ended 31 December 2017

25.

26.

27.

Deferred tax

Deferred tax is calculated, in full, on all temporary timing differences under the liability method using a principal tax rate of 30% (2016:
30%). The movement on the deferred tax account is as follows:

2017 2016

Shs Shs

At start of year 50,681,904 54,361,741
Charge to other comprehensive income 11,677,537 -
Charge/(credit) to profit or loss (Note 9) 296,558 (3,679,837)
At end of year 62,655,999 50,681,904

Deferred tax liability in the statement of financial position and deferred tax charge to profit or loss and other comprehensive income are
attributable to the following items:

At Charge to other Charge At
start of comprehensive to profit end of
year income or loss year
Shs Shs Shs Shs
Deferred tax liability
Property, plant and equipment
- historical cost (117,187) - 129,129 11,942
revaluation 59,850,598 11,677,537 - 71,528,135
Provisions (9,051,507) - 167,429 (8,884,078)
Net deferred tax liability 50,681,904 11,677,537 296,558 62,655,999
Other payables
2017 2016
Shs Shs
Accrued expenses 12,507,076 9,129,163
Ordinary dividend payable 1,169,587 1,169,587
Other liabilities 43,068,157 38,976,777
Deferred commissions 13,444,065 14,993,159
70,188,885 64,268,686

Contingent liabilities

As is common with the insurance industry in general, the company is subject to litigation arising in the normal course of insurance
business.

The directors are of the opinion that this litigation will not have a material effect on the financial position or profits of the company.
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NOTES (Continued)

For the year ended 31 December 2017

28. Cash from operations 2017 2016
Shs Shs
Reconciliation of profit before tax to cash from operations:
Profit before tax 312,897,995 236,817,673
Adjustments for:
Depreciation on property, plant and equipment (Note 12) 9,565,180 9,564,750
Amortisation of intangible assets (Note 13) 620,070 700,360
(Gain) on disposal of property, plant and equipment - (38,720)
Fair value (gain)/loss on quoted shares through profit or loss (Note (19)(a) (23,299,457) 26,299,289
Interest on Government securities - ‘Available-for-sale’ (30,519) -
Changes in working capital
- (decrease)/increase in receivables arising out of direct insurance arrangements (12,724,153) 27,202,730
increase/(decrease) in receivables arising out of reinsurance arrangements 4,792,674 (4,466,565)
(decrease)/increase in reinsurers share of insurance contract liabilities (104,860,747) 33,621,335
increase in other receivables 6,530,649 3,179,606
increase/(decrease) in insurance contract liabilities 108,133,951 (31,781,950)
increase/(decrease) in payables arising out of reinsurance arrangements 20,572,489 (14,889,748)
(decrease)/increase in unearned premium reserves (15,372,579) 36,360,430
(decrease) in other payables 5,920,199 (13,824,601)
Cash from operations 312,745,752 308,744,589
29. Related party transactions

Related parties are defined as entities which are related to the company through common shareholdings or common directorships. In the
normal course of business, insurance policies are sold to related parties at terms and conditions similar to those offered to major clients.

i)  Transactions with related parties

Gross premiums written
Gross claims incurred
Commission paid

ii)

Outstanding premiums

Outstanding balances

Claims payable

Deposits with financial institutions

Current account balances

Mortgage loans

Staff loans

2017 2016

Shs Shs
57,997,363 359,853,201
4,737,967 96,977,791
9,967,961 66,537,110
4,215,666 13,804,636
9,209,272 143,746,156
257,448,438 93,968,752
21,090,805 12,803,325
8,207,921 3,865,011
8,850,363 4,118,231

ANNUAL REPORT & FINANCIAL STATEMENTS




» 4
Sl a1 —
P

A Symbol of Trust, Security & Progress

<

>
NS

NOTES (Continued)
For the year ended 31 December 2017

29. Related party transactions (continued) 2017 2016
Shs Shs
iii) Directors’ remuneration
Fees for services as a director 3,392,000 4,350,000
Other emoluments 3,300,000 3,300,000

iv) Key management compensation

Remuneration of senior management 65,311,659 59,653,124

30. Dividend

During the year, an interim dividend of Shs. 72,000,000 (2016: Shs. 60,000,000) was paid. The directors do not propose the payment of
a final dividend for the year.

In accordance with the Kenyan Companies Act 2015, these financial statements reflect this dividend payable, which is accounted for in
the shareholders’ funds as an appropriation of retained profits in the year ended 31 December 2017.

Payment of dividend is subject to withholding tax at a rate of 0%, 5% or 10% depending on the tax status or residency of the shareholder.
31. Earnings per share

Basic earnings per share is calculated on the profit attributable to the shareholders and on the weighted average number of shares
outstanding during the year adjusted for the effect of the bonus shares issued if any.

2017 2016

Shs Shs

Net profit for the year attributable to shareholders 248,935,699 171,608,943
Adjusted weighted average number of ordinary shares in issue 6,000,000 6,000,000
Earnings per share - basic and diluted (Shs.) 41.49 28.60

There were no potentially dilutive shares outstanding as at 31st December 2017 and 2016.
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Tausi Assurance Company Limited

Tausi Court, Tausi Road, off Muthithi Road, Westlands
P. O. Box 28889, City Sq. Nairobi 00200

Telephone: 3746602/03/17, (020) 2312681/5/93
Telefax: 3746618

Cell: (+254) 0709914000/ 0729 145888 /0735 145020
E-mail: clients@tausiassurance.com

Website: www.tausiassurance.com






