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MAYFAIR INSURANCE COMPANY LIMITED

CHAIRMAN'S STATEMENT

It is my pleasure to present to you the Annual Report and Financial Statements for MayTair Insurance Company Limited
for the vear ended 31 December 2011,

The Company

The Company completed its 6" year of operations, with a gross premium income of KShs 1004 billion and the
shareholders fund now stands at K.Shs 182.2 million.

The Company also moved into its new offices on the & Floor of Mayfair Centre in July 201 1,

Business Environment

The Kenyan economy grew at an average of 5.6% in 2010, However in 2011 in the firsl quarter the growth reduced 1o
4.9% and reduced funther to below 3.6% towards the end of the year.

Inflation rose from 3.96% in 2011 10 a high of 19% by the end of the year due to the high liquidity in the market.

The Kenya shilling dropped from an exchange rate of KShs 80.7 to the dollar in January to a high of KShs 105 in
October before reducing to KShs 85.0 by the end of the year,

During the period 90 day Treasury bill rates increased from 2.28% in December 2011 1o close at 18% by the end of the
year.

Various sectors of the Economy, such as tourism, transport, Construction, however continued to grow. The agriculture
mmﬂmnumdmmeﬁmhmﬁmdmu;hmﬁ:ﬂinuumwpmnfm:ym.

The equity market which showed signs of growth in the carly part of the year saw mixed performance during the vear
andl the 20 share index dropped 27% to 3,205 points.

The Business and Financial Results
The sccounts have been prepared in accordance with the International Financial Reporting Standards.

With the new 5 year sirategy plan in place, and being implemented [ am please to inform you that the coOmpany’s gross
premium grew by 43% 1o KShs 1004 billion

With the increased interest rates, the investment income rose from K.Shs 54,49 million to KShs to K.5hs 54.49 million.

The Company made a gross profit increased of KShs 33.6 million and the afler tax the net profit was KShs 23.38
miillion

The total investments of the company grew from K5hs 831 million a5 at 31® December 2010 w KShs 1,054 million as
at 31" December 2011,

Dividend

Based on the results the Board of Direciors recommends a dividend payment of K5hs 12,5 million (KShs 10 million
2010)



MAYFAIR INSURANCE COMPANY LIMITED

CHAIRMAN'S STATEMENT (Continued)

Outlook for 2012

The start of the year 2012 was promising with reductions in ficl prices and the Kenya Shilling firmed up against major
CUMTEncles.

The equity market 20 share index has risen to 3,408 painis.

Government on infrastructure developement is continuing and this should continue 1o stimulate the ecoOnOmy.

However we are approaching the election period and businesses are likely to adopt a wait and see siteation which may
result in a slowdown of the economic growth.

[ntesest rates also continue to remain high, making the cost of borrowing expensive.

The Mombasa Service centre continues to serve our clientele in the coast region and we plan to convert the office into a
fully fledged branch during the course of the year.

Mayfair Insurance Company Zambia which had a slow start has shown substantial improvements in its performance.
The Company has also opened a branch in Kitwe.

Corporate Governance

Mayfair Insurance is commitied to the highest standards of corporate governance. The Company has in place various
struciures (0 ensure that these standards are met.
Baoard of Directors

The Company has a strong Board of Directors, with a diverse mix of skills and experience. Except the Managing
Diirector, all other directors including the Chairman are OON-EXecutive,

The Board is responsible for the corporate vision and mission and ensuring that the Company is kept financially sound.
The marketing and investment committees of the Board meet regularly to review the marketing and investment
strategies of the Company

The Board has also appointed and Executive Committee of the Board, which looks afier all investment decisions of the
COMmpany.,

Appreciation

I would like to thank all our elients, intermedisries and reinsurers and other business associntes, for withaut their
support and faith in us we would not have been ablié to achicve the premium income we had in our second year of
operatsons. '

I'would also like to thank the Directors and the Shareholders for their invaluable Suppor.

On belalf of the Board, I also extend my appreciation to the Management and stalf for their dedication and commitment
1o the Qgmpany.

Joe W, Okwach
Chairman

18 April 2012



MAYFAIR INSURANCE COMPANY LIMITED

REPORT OF THE DIRECTORS

The directors have pleasure in submitting their report to the members together with the audited financial statements of
the company for the year ended 31 December 201 1,

PRINCIPAL ACTIVITIES
The principal activity of the company is the transaction of gencral insurance business.

RESULTS

5h
Profit before taxation 13,628.184
Taxation expende (10,250,592)
Profit for the year transferred to retained eamings 23.3771.702
e faremrws
DIVIDEND

The directors recommend a first and final dividend of Sh 3,806 (2010: 3. 125) per share for the year amounting o
Sh 12,500,000 (2010: Sh 10,000,000). The payment of the dividend is subject to shareholders approval at the annual

general meeting 10 be held in 2012,
DIRECTORS
The current directors are as listed on page 2.

SECRETARY
Pauline Munyus was appointed to the position of Company Secrctary on 18 April 2012 replacing Esther Ndegi Mjins
who had resigned on the same date.

AUDITORS

The company auditors, Deloitte & Touche, have expressed their willingness to continue in office in accordance with
section 139(2) of the Kenyan Companies Act (CAP 486), subject to approval by the Commissicner of Insurance under

section 56(4) of the Kenyan Insurance Act

Secrotory
Nairobi

18 April 2012



MAYFAIR INSURANCE COMPANY LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Kenyan Companies Act requires the directors io prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company as ai the end of the financial year and of its operiling results for
that year. It also requires the directors to ensure that the company keeps proper accounting recards which discloss with
reasonable accuracy al any time the financial position of the company. They are also responsible for safeguarding ihe

assets of the company.

The directors are responsible for the preparation of financial statements that give a true and fir view in accardance with
Internaticnal Financial Reponting Standards and the requirements of the Kenyan Companies Act, and for such internal
controls as directors determine are necessary (o enable the preparation of financial statements that are fres fram material
misstatementi, whether due to fraud or error,

The directors accept responsibility for the annual financial statements, which have been prepared using appropriaie
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International
Financial Reporting Standards and in the manner required by the Kenyan Companies Act. The directors are of the
opinion that the financial statements give a true and fair view of the state of the financial affairs of the company and of
its operating results. The directors further accept responsibility for the maintenance of accounting records which may
be relied upon in the preparation of financial statements, as well as adequate systems of internal financial condrel,

Mothing has come to the attention of the directors to indicate that the company will not remain a going concemn for at
least the next twelve months from the date of this statement,

d o

Director / Director / Managing Director

18 April 2012
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF MAYFAIR INSURANCE COMPANY LIMITED

Repart on the Financial Statements

We have sudited the accompanying financial statements of Mayfair Insurance Company Limited, set out on pages 9 1o
#6, which comprise the statement of financial position as at 31 December 2011, and the statement of comprehensive
mcome, statement of changes in equity and statement of cash flows for the year then ended, and a summary of

significant accounting policies and other explanatory notes,
Directors” Responzibility for the Financial Statentents

The directors are responsible for the preparation of financial statements that give a true and fair view in accordance with
International Financial Reporting Standards and in the manner required by the Kenyan Companies Act, and for such
internal controls as directors determine are necessary to enshle the preparation of financial statements that are free from
material misstatement, whether due to fraud or efror,

Awditors” Responsibiling

Our responsibility is 10 express an opinion on these financial statements based on our audit, We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the sudit to obtain reasonable assurance about whether the financial statements are Free from
maierial misstatement,

An audit involves performing procedures to obtain audit evidence sbout the amounts and disclosures in the financial
statements. The procedures selected depend on our judgement, including the assessment of the risks of material
missiatement of the financial statements, whether due 1o fraud or erroe, In making those risk assessments, we considered
the intemnal controls relevant to the company's preparation of financial stalements that give o true and fair view in order
1o design sudit procedures that were appropriate in the circumstances, but not for the purpose of expressing an epinion
on the company's internal controls. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonablencss of accounting estimates made by the directors, as well as evaluating the overall presentation of

the financial statements,

We believe that the audit evidence we have obiained is sufficient and appropriate to prm::ie 2 basis for our audit
CPERIoN.

Opinion
I our opinion, the financial satements give a true and fair view of the state of financisl affairs of the company as at

31 December 2011 and of its profiis and cash flows for the year then ended in accordance with International Financial
Reporting Standards and the requirements of the Kenyan Companics Act,

Enrplursis of matler

We draw altention (o note 20 to the financial siiements which indicates thal, as a1 31 December 2011, the company held
& deposit of 5h 32,417,173 in a financial institution that is under statutory management. The recoverability of this
balance is dependent on resolution of a dispute between the financial institution and the Central Bank of Kenya. In the
opinion of the directors, the matter will be eveniually resolved and the amounts recovered accordingly. Because of the
significance of this matter and the amount involved, we consider it appropriate to draw it 10 your attention, bul our

apinion is not qualified in this respec.
-
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INDEPENDENT AUDITORS® REPORT
TO THE MEMBERS OF MAYFAIR INSURANCE COMPANY LIMITED (Continued)

Report on other legal requirements
As required by the Kenyan Companies Act we report to you, based on our audit, that:

i} we have obiained all the information and explanations which, to the best of our knowledpge and belief, were
necessary for the purposes of our audit;

" i) in our opinion, proper books of account have been kept by the company, so far as appears from our examination of
those books; and

iif) the company’s statement of financial position (balance sheet) and the statement of comprehensive income (profit
and loss account) are in agreement with the books of account.

szm"ﬁf& { /fgu-ck.n_

Certified Public Accountants (Kenya)

IS d}"“-—mu

Malrobi



MAYFAIR INSURANCE COMPANY LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2011

Gross wrillen premiums

Gross eamed premiums

Less: Reinsurance premiums ceded

Met carned premiums

Investment income
Commissions earmed
Oiher income

Foreign exchange gaing

Tatal income

Claims incurred
Operating and other expenses
Commissions incurred

Total expenses

Profit before taxation

Taxation expenss
Profit for the year

Oither comprehensive income

Fair value gains on available for sale equity

invesiments

Exchange gains on available for sale equity investments

Total other comprebensive income

Total comprehensive income for the yvear

Earnings per share (basic and diluted)

MNotes

11{a)

16
16

2011 2010
Sh Sh
1,004, 196,630 T02,077,545
523,613,380 659678319
(411,237,511) (296,089 888)
512,375,869 363,588,431
54,490 869 43,891,604
102,843 460 73424319
4,419,140 537,853
1,265,061 540,471
675,394 300 481,982,478
(363,511,890)  (261,006,981)
(142,930,630) (BB 506,242)
(135,323,495) . (102,214,198)
(641,766,015)  (451,727.421)
31,628,384 30,255,057
(10,250,592) (7,664,088)
3,377,792 22,590,969
2,584 9497 17,808,072
3,114,275 2,981,462
5609272 20,789,534
29,077,064 43,380,503
7.3 72

=

e



MAYFAIR INSURANCE COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2011

2011 2010

Motes Eh Sh
ASSETS
Property and equipment 13 102,246,839 13,386,521
Intangible assets 14 1,044,000 044,000
[nvestment properijes 15 116,842,105 -
Available for sale equity investmenis 1] ER7.564 265 154,467,756
Deferred tax agset 17 1,568,470 1,801,262
Receivables arising out of direct insurance armangements 94,575,582 48,656,931
Receivables arising out of reinsurance amangements 4,440,390 6,025 584
Reinsurers” share of technical provisicns and reserves I8 150,821,148 342,706 406
Deferred acquisition costs 19 74,949 082 53,470,768
Orther receivables 20 167 981,388 256,949 977
Government securities - held to maturity 21 165,533,879 130,815,394
Corporate bonds - held 1o maturity 22 32,263,373 32,290,084
Deposits with financial institutions 23 339,400,661 236,280,000
Cash and bank balances 22 256,263 56,594 916
Tatal assets 1,661,587,443  1,334,489.601
EQUITY AND LIABILITIES
Equity
Share capital 25 J20, 000, D) J20,000,000
Fair value reserve 19,589,259 13,889,987
Betained carnings 42619443 20241 651
Total equity ABL. 208,702 363,131,638
Linbilitics
Outstanding claims provisions 26 654472360 533,975,107
Provision for uneamned premiums 28 486115215 347911047
Payables arising from insurance arrangements 6,032 B65 6,154,330
Payables arising out of reinsurance arrangements 35,039,675 29,202,599
Deferred reinsurance commissions pall B4 449 455 44 700 057
Oiher payables 30 12,724,735 6,441,347
Tax payable 11{c) 544,436 2,871,567
Total linbilities 1,279,378, 741 971,357,963
Total liabilities and equity 1,661,587 443 1,334 489,601

The fi

18 AprilWi012 and signed on its behalf by:

ial stalements on pages 9 to 46 were approved and autherised for issue by the board of directors on

¥ [ A
Director Director y Managing Director

10



MAYFAIR INSURANCE COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2011

At 1 Jahuary 2010

Profit for the year
Oher comprehensive income

Total comprehensive income for the year
Issue of shares (Note 25}
At 3] December 2010

At 1 January 2011

Profit for the year
Crther comprehensive income

Total comprehensive income for the year
Dividend paid

At 31 December 2011

Retained Fair valize
Share capital ERMIngES TESETVE Total
Eh Sh 5h =h
308, 300,000 6,650 682 (5,899, 54T) 08,251,135
- 22,590 959 . 22 590 9469
- 20,739,534 20,78 534
- 22,590,959 20,789 534 43,380,503
11,500,000 - - 11,500,000
320,000,000 29,241 651 13,889,987 363,131,638
320,000,000 29,241 651 13,889 987 363,131,638
- 233777102 - 23,377,792
- - 5,690,272 5,609 372
- 23377792 5,600 272 29,077,064
= (10,000,000) {10,000,000)
320,000,000 A2 619 443 19,580 259 382 208,702

11



MAYFAIR INSURANCE COMPANY LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2011

Operating activities
Cash generated from operations
Tax paid

Net cash from operating activities

Investing activities

Purchase of property and equipment

Purchase of intangible asset

Purchagze of investment ¥

Purchase of available for sale equity

invesiments

Proceeds from disposal of available for sale

BQuUily investments

Purchase of corporale bond

Net invesiments in treasury bonds maturing after 90 davs
Investment in short term fixed deposits maturing afler 90 days
Proceeds from disposal of fived assets

Net cash used in Investing activities
Financing activities

Proceeds from issue of shares
Dividends paid

Net cash from financing activities

Increase/{decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

12

Motes

3z
11{c)

13
14
15
16

16
22

25

32{b)

2011 2010

Sh Sh
365,471,562 47,731,028
(12,346,931) (10,530,987}
353,124,631, 37,200,041
(97,667,320) (1,508,.884)
(1,044,000} (1,044,000)
(120,000,000) -
(42,263,220) (42.412,975)
21,350,400 17,535,352

- {11,887,079)
{9,793,539) (95,449,458)
42,780,000 (74,280,000)

= 350,000
(206,637,679) (208,667,044)
- 11,500,000
{10,000,000) ]
{10,000,000) 11,500,000
136,486,952 (159,967,003)
218,504,916 378,561,919
355,081,868 218,594,916
O mrma p==rl e . e



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

ACCOUNTING POLICIES

a)

b}

Statement of complinnce

The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS). The principal aceounting policies adopted remain unchanged from the previous year and are set out
balow,

Adoption of new and revised International Financial Reporting Standards (IFRSs)
New standards and amendments to published standards effective for the year ended 31 December 2081

i

The following new and revised IFRSs have been applied in the current vear and had no material
impact on the ameunts reported in these financial staiements.

Amendments to IAS | Presentation of
Financial Statements (as part of
Improvements to IFRSs issued in 2010)

IAS 24 Related Party Disclosures (as
revised in 2009)

Amendments 1o TAS 32 Classification
of Rights [ssues

e

The amendments to [AS 1 clarify that an entity may choose to
disclose an analysis of other comprehensive income by item in
the statement of changes in equily or in the nodes to the
hinancial statements. The company continued 1o disclose such
iterns in the statement of changes in equity and the
amendment had no effect in the company’s financial
slatements,

IAS 24 (as revised in 2009) has been revised on the following
two aspects: (a) IAS 24 (as revised in 2009) has changed the
definition of a related party and (b) IAS 24 (as revised in
200%) introduces a partial exemption from the disclosure
requirements for governmeni-relaled entities, The company is
not a government-related entity. The application of the revised
definition of related party set out in IAS 24 (as revised in
200r%) in the current year has not resulted in the identification
of related parties that were not identified as related pariics
under the previous Standarnd,

The amendments address he classification of certain rights
issues denominated in a foreign currency as either equity
tnstruments or as financial liabilities. Under the amendments,
rights, options or warrants issacd by an entity for the holders
1o acquire a fixed number of the entity's equity instruments for
& fixed amount of any currency are classified as equity
instruments in the financial statements of the entity provided
that the offer is made pro rata 1o all of its existing owners of
the same class of its non-derivative equity instruments. Before
the amendments to IAS 32, rights, options or warranis to
acquire 8 fixed number of an entity's equity instruments for a
fixed amount in foreign currency were classified as
derivatives. The amendments require retrospective
application. The application of the amendments has had no
effect on the amounts reported in the current and PriOr years
because the company has not issued instruments of this nature.,



MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
1 ACCOUNTING POLICIES (Continued)
b} Adoption of new and revised International Financial Reporting Standards (IFRSs) (Continued)

() Mew standards and amendments to published standards effective for the year ended
31 December 201 | {Continued)

Amendments to IFRIC 14 Prepayments  [FRIC 14 addresses when refunds or reductions in future

ol a Minimum Funding Requirement contributions should be regarded as available in accordance
with paragraph 58 of IAS 19; how minimum funding
requiremsents might affecy the availability of reductions in
future eontributions; and when minimum funding
requirements might give rise (o a lisbility, The amendmenis
now allow recognition of an asset in the form of prepaid
minimum funding contributions. The application of the
amendments has no material effect on the company's
financial statements

IFRIC 19 Extinguishing Financial The Interpretation provides guidance on the accounting for

Linbilities with Equity Instruments the extinguishment of a financial liability by the issue of
equity instrumenis. Specifically, under IFRIC 19, equity
instruments issued under such arrangement will be
measured at their fair value, and any difference between the
carrying amount of the financial liability extingnished and
the consideration paid will be recognised in profit or loss.
The application of IFRIC 19 has kad no effect on the
amounis reported in the current and prior years because the
company has nod entered into any transactions of this
nalure.

Improvements to [FRSs issued in 2010 The application of Improvements 1o IFRSs issued in 2010
has not had any material effect on amounts reported in the
company"s financial statements.

(i} New and amended standards and interpretations in issue but not yet effective in the year ended

3l December 2011

Effective for annual
periods
beginning on or afier

New and Amendments lo standards

IFRS 1, First-time Adoption of International Financial Reporting

Standards - replacement of *fixed dates” for certain exceptions with

‘the date of transition to IFRSs'; and additional exemption for

entitics ceasing to suffer from severe hyperinflation. I July 2011

IFRS 1, First-time Adoption of International Financial Reporiing

Standards — Additional exemption for entitics ceasing to suffer from 1 July 2011
severe hyperinflation

IFRS 7, Financial Instruments: Disclosures — Amendments

enhancing disclosures about transfers of financial assets I July 20101
IFRS 7, Financial Instruments: Disclosures — Amendments

enhancing disclosures about offsetting financial assets and financial 1 January 2013
liabilities

14



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS {Continued)
1 ACCOUNTING POLICIES (Continued)
b} Adoption of new and revised International Financial Reporting Standards (IFRSs) (Continued)

fit)  New and amended standards and interpretations in issue but nod yel effective in the year ended
3 December 201 [ (Continued)
Effcctive for annual
- periods
beginning on or after
New and Amendments to standards
IFRS 7, Financial Instruments: Disclosure — Amendments requiring 1 January 2013 ar
diselosures about initial application of IFRS § otherwise when IFRS 9
is first applied
IFRS 9, Financial Instraments - Classification and Measurement of
financial assets 1 January 2015
IFRS 9, Financial Instruments — Accounting for financial liabilities
and derecognition 1 January 2015
IFRS 10, Consolidated Financial Statements 1 January 2013
IFRS 11, Joint Armangements | Tamuary 2013
IFRS 12, Disclosure of Interests in Other Entities 1 January 2013
IFES 13, Fair Value Measurement 1 January 2013
IAS 1, Presentation of Financial Statements — presentation of items
of other comprehensive income I July 2012
IAS 12, Income Taxes - Limited scope amendment (recovery of
underlying assets) 1 January 2012
IAS 19, Employee Benefits (2011) | Jamuary 2013
IAS 27, Separate Financial Statements (2011) 1 January 2013
IAS 28, Investments in Associates and Joint Yentures (2001) I January 2013
IAS 32, Financial Instruments: Presentation - Amendments 1o
application guidance on the offsetting of financial asseis and
firancial labilities 1 January 2014
New [nterpretation
IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine 1 January 2013

fii)

fmpact of new and amended standards and interpretations on the Sfinancial statements for the year

ended 31 December 2011 and future annual periods

= IFRS 9, Financial Instruments

IFRS 9 Fimancial Instruments issued in November 2009 and amended in October 2010 introduces
new requirements for the classification and measurement of financial assets and financial liabilities
and for derecognition,

IFRS 9 requires all recognised financial assets that are within the scope of IAS 39 Financial
fnstruments: Recognition and Measurement 1o be subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held within a business model whose objective is 1o
collect the contractual cash flows, and that have contractual cash Mows that are solely payments of
principal and interest on the principal outstanding are generally measured at amontised cost at the
end of subsequent accounting periods. All other debt investments and equity investments are
micasured at their fair values at the end of subsequent accounting periods,

15



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
1 ACCOUNTING POLICIES (Continued)

b)  Adoption of new and revised International Financial Reporting Standards (IFRSs) (Continued)

(it} fmpact new and amended standards and interpretations on the financial statements for the year ended
31 December 2011 and future annual peviods

L ]

IFRS 9, Finanelal Instruments {Continued)

The most significant effect of IFRS 9 regarding the classification and measurement of financial
liabilities relates to the accounting for changes in fair value of a financial liability {designated as at
fair value through profit or loss) attributable 1o changes in the credit risk of that liability.
Specifically, under IFRS 9, for financial linbilities that are designated as at fair value through profit
or loss, the amount of change in the fair value of the financial lisbility that is attributable 1o changes
in the credit risk of tht liability is recognised in other comprehensive income, unless the
recognition of the effects of changes in the liability's credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss., Changes in fair value attributable
1o a financial liability's credit risk are not subsequently reclassified to profit or loss. Previously,
under IAS 39, the entire amount of the change in the fair value of the financial liability designated
85 al fair value through profit or loss was recognised in profit or lass,

IFRS 9 is effective for annual periods beginning on or afier | January 2015, with earlier application
permilied.

The direciors anticipate that [FRS 9 will be adopted in the company’s financial statements for the
annual period beginning 1 Janoary 2015 and that the application may have significant impact on
amounts reported in respeet of the company's financial assets and financial liabilities, However it
is not practicable to provide a reasonable estimate of that effiect until a detailed review has been
completed,

IFRS 12: Disclosure of Interests in Other Entities

IFRS 12 requires the extensive disclosure of information that enables users of financial statements
to evalunte the nature of, and risks associated with, interests in other entities and the effects of
those interests on its financial position, financial performance and cash fows.

In high-level terms, the required disclosures are grouped into the following broad categorics;

= Significant judgements and assumptions - such as how control, Joint control, significant
influence has been determined

*  Interests in subsidiaries - including details of the structure of the group, risks associated with
structured entities, changes in control, and s0 o6

*  Interests in joint amrangements and associates - the nature, extent and financial effects of
interests in joint arrangements and associates (including names, details and summarised
financial information)

*  Interests in unconsolidated structured entities - information to allow an understanding of the
nature and extent of interests in unconsolidated structured entities and to evaluate the nature
of, and changes in, the risks associated with its interests in unconsolidated structured entities

IFRS 12 lists specific examples and additional disclosures which further expand upon each of

these disclosure objectives, and includes other guidance on the extensive disclosures required, The

directors anticipate that the adoption of this new standard will not materially affect the amounts
reporied in the financial statements.

IFRS 13 Fair Value Measarements

IFRS 13 replaces the guidance on fair value measurement in existing IFES pecounting litermture
with a single standard. The IFRS is the result of joint efforts by the IASB and FASE 1o develop a
comverged fair value framework. The IFRS defines fair value, provides guidance on how to
determine fair value and requires disclasures about fair value measurements. However, IFRS |3
docs not change the requirements regarding which items should be measured or disclosed ai fair
value,

6



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
ACCOUNTING POLICIES (Continued)
Adoption of new and revised International Financial Reporting Standards (IFRSs) {Continued)

(i) fmpact new and amended standards and interpretations on the financial statements for the year ended 3]
December 200 and future annual periods (Contimeed)

b)

L ]

IFRS 13 Fair Value Measurements (Continued)

IFRS 13 applies when anather [FRS requires or permits fadr value measurements or disclosures

about fair value measarements (and measurements, such as fair value less costs 1o scll, based on

fair value or disclosures about those measurements).

With some exceptions, the standard requires entities to classify these measurements into a *fair

value hierarchy’ based on the nature of the inputs:

®  Level | - quoted prices in active markets for identical assets or liabilities that the entity can
access ol the measurement date;

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

* Level 3 - unobservable inputs for the asset or liability,

The scope of IFRS 13 is broad, it applies to both financial instrument items and non-financial
instrument items for which other IFRSs require or permit fair value measurements and disclosures
about fair value measurements, except in specified circumstances. In general, the disclosure
requirements in IFRS 13 are more extensive than those required in the current standards, For
example, quantitative and qualitative disclosures based on the three-level fair value hisrarchy
currently required for financial instruments only under IFRS 7 Financial Instruments: Disclosures
will be extended by IFRS 13 to cover all assets and liabilities within its scope.

IFRS 13 s effective for annual periods beginning on or afier | January 2013, with earlier
epplication permiiied,

The directors anticipate that IFRS 13 will be adopted in the company”s financial statements for the
annual period beginning 1 January 2013 and that the application of the new standard may affect the
amounts reported in the financial statements and resuli in more extensive disclosures in the
financial stalements.

Deferred Tax: Recovery of Underlying Assets (Amendments to LIAS 12)

These amend IAS 12 Income Taxes to provide a presumption that recovery of the carrying amount
of an assct measured using the fair value model in [AS 40 Investment Property will, normally, be
through sale, As a result of the amendments, SIC-21 Income Taxes — Recovery of Revalued Non-
Depreciable Assets would no longer apply to investment properties carried at fair valee, The
amendments also incorporate into [AS 12 the remaining guidance previowsly contained in SIC-21,
which iz accordingly withdrawn. i

The above amendments are generally effective for annual periods beginning on or after 1 January
2012. The company will apply this amendment prospectively. The directors anticipate no material
impact to the company's financial statements currently. However, the company would have to apply
this standard to any such arrangements entered into in the future.

Presentation of Items of Other Comprehensive Income (Amend ments to IAS 1)

These amend TAS 1 Presentation of Financial Statements 1o revise the way other comprehensive

income is presented.

The amendments:

= | Preserve the amendments made o 1AS 1 in 2007 to require profit or loss and ather
comprehensive income 1o be presented together, i.c. cither as a single ‘statement of prodit or
loss and comprehensive income’, or a separate ‘statement of profit or loss' and a 'statement of
comprehensive income’ — rather than requining a single continuous statement a8 was proposed
in the exposure draft

7



£ MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
I ACCOUNTING POLICIES (Continued)

b}  Adoption of new and revised International Financlal Reporting Standards (IFRSs) (Continued)

fiil}  Impact new and amended stondards and interpreiations on the financial statements for the year ended
3 December 2011 and future annual periods (Continued)

Fresentation of ltems of Other Comprehensive Income (Amendments to IAS 1) (Continued)

— Require entities (o group items presenied in other comprehensive income based on whether
they are potentially reclassifiable to profit or loss subsequently, ie. ihose that might be
reclassified and those that will not be reclassified

— HRequire tax associated with items presented before tax to be shown separately for each of the
two groups of other comprehensive income items (without changing the option to present items
of cther comprehensive income in either before tax or net of tax).

The above amendments are generally effective for annual periods beginning on or after 1 July
2012. The company will apply the amendments prospectively. The directors anlicipate no material
impact (o the company's financial statements,

IAS 19 (a3 revised in 2011)- Employee Benefits

The amendments 1o [AS 19 change the accounting for defined benefit plans and termination
benefits. The most significant change relates 1o the accounting for changes in defined benefit
obligations and plan assets. The amendments require the recognition of changes in defined benefit
obligations and in fair value of plan assets when they occur, and hence eliminate the ‘cormidor
approach’ permitied under the previous version of TAS 19 and accelerate the recopnition of past
service costs. The amendments require all actuarial gains and losses (o be recognised immediately
through other comprehensive income in order for the net pension asset or Lability recognised in the
consolidated statement of financial position to reflect the full value of the plan deficit or surplus.

The amendments to IAS 19 are effective for annual periods beginning on or after 1 January 2013
and require retrospective application with certain exceptions. The directors anticipaie that the
amendments 1o IAS 19 will be adopted in the company's financial statements for the annual period
beginning | January 2013 and that the application of the amendments to [AS 1% may not have an
impact on the financial statements.

[AS 27, Separate Financial Statements (2011)

Amended version of TAS 17 which now only deals with the requirements for separate financial
statemenis, which have been carried over largely unamended from TAS 27, Consolidated and
Separate Financial Statements, Requirements for consolidated financial statements are now
contained in IFRS 10, Consolidated Financial Statements.

The Standard requires that when an entity prepares scparate financial statements, investments in
subsidiaries, associates, and jointly contrelled entities are accounted for either at cost, or in
sccordance with IFRS 9, Financial Instruments,

The Standard also deals wath (e recogmition of dividends, certain group reorganisations and
includes a number of disclosure requirements.

The standard is effective for annual periods beginning on or after | January 2013, The company
will apply this amendment prospectively, The directors anticipate ne material impact to the
company's financial statements.



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
1 ACCOUNTING POLICIES (Continued)

bl

€l

Adoption of new and revised International Financial Reporting Standards (IFRSs) (Continued)

vl Impact new and amended standards and interpretations on the financial statemenis for the vear ended
3! December 208 1 and fisure annual perieds fContinued)

¢ [AS 15, Investments in Associates and Joint Ventures (2011)

This Standard supersedes LAS 28, [nvestments in Associates, and prescribes the accounting for
investments in associates and sets out the requirements for the application of the equity method
when sccounting for investments in associates and joind ventures,

The Standard defines ‘significant influence’ and provides guidance on how the equity method of
accounting is to be applied (including exemptions from applying the equity method in some
cases). [talso prescribes how investments in associates and joint ventures should be tested for
impairment.

The standard is effective for anmual periods beginning on or after | January 2013, The bank will
apply this amendment prospectively. The directors, however, anticipate no material impact 1o the
company's financial statements,

¢ [FRIC 20, Stripping Costs in the Production Phase of A Surface Mine

This interpretation, ¢larifies the requirements for accounting for siripping costs associated with
waste removal in surfsce mining, including when production stripping costs should be recognised
a5 an assel, how the asset is initially recognised, and subsequent measurement. The Interpretation
requares SINppIng activity costs which provide improved access to ore are recognised as a non-
current ‘stripping activity asset’ when certain criteria are met. The stripping activity asset is
depreciated or amortised on a systematic basis, over the expected lhﬂ.'.El life of the identified
component of the are body that becomes more accessible as a result of the stripping activity, using
the units of production method unless another method is more appropriate.

This interpretation is effective for annual periods beginning on or after 1 January 2012, The

directors anticipate that this interpretation will have no impact on the company’s financial
statements as the company does not engage in mining activity.

fw}  Early adoption of stendards
The company did not early-adopt new or amended standards in 201 1.

Significant accounting palicies
The principal sccounting policies adopted are s&t out below,

Basis of preparation

The financial statements are prepared under the historical cost convention, a8 modified 1o include the revaluation
of certain assets.

Income recognition

Premium income for general business is recognised on assumption of risks, and includes estimates of premiums
due but not yet received, less uneamned premiums. Unearned premiums represent the proportion of the premiums
written in periods up to the accounting date which relate to the uncxpired terms of policies in force at the reporting
date, and are calculated using the 24th basis. The proportion attributable to subsequent periods is deferred as a
pravision for uneamned premiums,
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

ACCOUNTING POLICIES {Continued)
Income recognition (Continued)
Commissions receivable are recognised as income in the period in which they are eamed.

[nvestment income is stated net of investment expenses, Interest income for all imerest bearing financial
instruments is recognised using the cffective interest method. Dividends income on availsble for sale equities is
recognised as income in the period in which the right to receive payment is established.

HReinsarance

The company assumes and cedes reinsurance in the normal course of business, with retention limits varying by
line of business. Premiums on reinsurance assumed are recognised as incomne in the same manner a5 they would
be if the reinsurance were considered direct business. Premiums ceded and claims reimbursed are presented on a
gross basis in the staterent of comprehensive income and statement of financial position as appropriate.
Reinsurance assets represent balances due from reinsurance companies. Amounts recoverable from Feinsurers are
estimated in a manner consistent with the outstanding claims provision or settled claims nssociated with the
reingurer’s policies and are in accordance with the related reinsurance contract,

Impairment occurs when there is objective evidence as a result of an event that occurmed after initial recognition
of the reinsurance asset that the company may not receive all outsianding amounts due under the terms of the
contract and the event has a relishly measursble impact on the ameounts that the company will receive from the
reinsurer. The impairment loss is recognised in the profit or loss.

Ceded reinsurance arrangements do not relieve the company from its obligations to policyholders. The company
also assumes reinsurance risk in the normal course of business for life insurance and non-life insurance contracts
where applicable. Premiums and claims on assumed reinsurance are recognised as revenue or expenses i the
mmnmuu&:ywﬂdh:fﬂuuimmmmiﬂmddﬁulmmuhqmmmmpmdm
classification of the reinsured business. Reinsurance labilities represent balances due to FEIMAANCE COMpaTnies,
Amounts payable are estimated in a manner consistent with the related reinsurance contract.

Reinsurance assets or liabilities are derecognised when the contractual rights are extinguished or expire or when
the contract is transferred to another party.

Insurance receivables

Insurance receivables are recognised when duc and measured on initial recognition at the fair value of the
consideration received or receivable. Subsequent 1o initial recognition, insurance receivables are measured a8
amnortised cost, using the effective interest method. The carmying vahee of insurance receivables is reviewed for
impairment whenever events or circumatances indicate that the carrying amount may not be recoverable, with the
impairment loss recognised in profit or loss. .

Claims incarred

Claims incurred comprise claims paid in the year and changes in the provision for outstanding claims. Claims
paid represeat all payments made during the year, whether arising from events during that or earlier years.
Chutstanding claims provisions represent the estimated ultimate cost of settling all claims arising from incidents
oCcurTing prior (o the reporting date, but not seriled at that date, Outstanding claims provisions are computed on
the basis of the best information available at the time the records for the year are closed, and inchude provisions
for claims incurred but not reported (“IBNR") af the reponting date based on the company's experience but
subject fo the minimum percentage set by the Commissioner of Insurance. Outstanding claims are not discounted.



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1 ACCOUNTING POLICIES (Continwed)

c)

Significant accounting policies (Continued)
Commissions payable and deferred acquisition costs

A proportion of commission payable is deferred and amortised over the period in which the related premiums are
eamed. Deferred acquisition costs represent a proportion of acquisition costs that relate to policics that are in
force at the vear end.

Insurance contract liabilities

Insurance contract liabilities are recognised when contracts are entered into and premiums are charged. These
linbilities are known as the outstanding claims provision, which are based on the estimated ultimate cost of all
claims incurred but not settled at the reporting date, whether reported or not, together with related claims handling
costs and reduction for the expected value of salvage and other recoverics. Dielays can be experienced in the
notification and settlement of certain types of claims and therefore the ultimate cost of this category of claims
cannat be known with certainty at the reporting date, The liability is calculated at the reporting date using a range
of standard actuarial claim projection techniques, based on empirical data and current assumptions that may
inchade 2 margin for adverse deviation. The Hability is not discounted for the time value of money, No provision
for equalisation or catastrophe reserves is recognised. The liabilities are derecognised when the contract expires,
i discharped or is cancelled.

The provizion for uncarned premiums represents premiums received for risks that have not yet expired. Generally
the reserve is released over the term of the contract at which time it is recognised as premium income.

Foreign currencies

In preparing the financial statements of the entity, transactions in currencies other than the entity's functional
currency (foreign currencies) are recognised at the rates of exchange prevailing a1 the dates of the transactions.
Al the reporting date, monetary items denominated in foreign currencies are retranglated at the rates prevailing
at that date, Mon-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated. Gains and losses on exchange

are dealt with in the profit or loss,

Retirement benefit obligations

The company operates a defined contribution scheme for its employees. The assets of the scheme are held in a
scparaie trustee administered fund. The scheme is funded by contributions from both the employees and the
employer, with the employer contributing 5% while the employee contribution is voluntary.

The company also coniributes to the staruiory defined contribution pension schemes, the National Social
Security Fund (NS5F). Contributions to thess schemes are determined by local statute and are currently limited
to Sh 200 per employee per month.

The company’s obligations to retirement benefits schemes are charged Lo the profit or loss as they fall due.
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MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1

ACCOUNTING POLICIES (Contimsed)

<)

Significant accounting policles
Taxation

Tax expensei{income) comprizes current tax and deferred lax. Tax is recognised as an expensefincome) and
incheded in the profit or koss, except when it relates 1o items that are recognised in other comprehensive income in
which case the tax is also recognised in other comprehensive income.

Current tax is computed in accordance with the Kenyan income tax laws.

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. Tax rates enscted or substantively
enacted at the balance sheet date are used to determine deferred tas;,

Deeferred tax assets are recognised only to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilised.
Property and equipment

Equipment and motor vehicle are stated at historical cost ess accurmulated depreciation and sccumulated
A

Depreciation is calculated on a reducing balance basis to write down the cost of each asset 1o 115 residusl value
over its estimated wseful life as follows:

Building Ohver the period of the lease
Pamtitioning 12.5%

Motor wehicles 2595

Furniture, fittings and equipment 12.5%

Compuier hardware 0%

Property and equipment is periodically reviewsd for impairment, Where the carrying amount of an asset is greater
than its estimated recoverable amount, it is written down immediately to its recoverable amount, The impairment
boss is recognised in the statement of comprehensive income.

Gaing and losses on disposal of property and equipment are determined by reference to their carrying amounts.
Intangible assets .

Computer software and other intangible assets are stated a1 cost less amortisation and impairment losses. The
costs are amorised over the expected useful lives of the software on the siraight line basis,

Leases

Leases are classified as finance leases whenever the terms of the fease transfer substantially all the risks and
rewards of ownership to the company as a lessee. All other leases are classified s operaling leases,

Rentals payable under operating leases ane charged 10 income on the straight-line basis over the term of the
relevant lease,
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

ACCOUNTING POLICIES {Continued)

4]

Significant accounting policies (Continued)

Impairment of asseis

At each reporting date, the company reviews the earrying amounts of il tangible and intangible asseis (o
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss and the impairment loss is recognised in the profit and loss. Where it is not possible to
estimate the recoverable amount of an individual asset, the company estimates the recoverable amount of the
cash generating unit 1o which the asset belongs.

Financial instruments

A financial asset or liability is recognised when the company becomes party to the coniractual provisions of the
instrument.

Financial asseis

Classification

The
fit or loss, loans and receivables, held-to-matority financial aszseis and available-for-sale financial assats,

i classifies its financial asseis into the following categories: financial assets at fair value through
classification adopted for a particular financial asset depends on the purpose for which the asset was

acquired. Management determines the classification of its financial asset at initial recognition and re-evaluates
thiz at every reporting date.

g

i

Financial atrets at fair value through profit or loss (“FFTPL")

Thiz cate has two sub-categores: ﬁmmmhddfurndhuandeﬁi;mudulueruu
through profit or loss at En:qlzgl;im. A financial asset is classified into this category at inception if acquired
principally for lh;:mma selling in the short term, if it forms part of a portfolio of fnancial assets in
which there is e of short term profit-taking or if so designated by managerment,

Loans and receivables

Loans and receivables are non-derivative financial aseets with fixed or determinable payments that are not
quoted in an active market. Receivables ansing from insurance contracts are also classified in this category
and are reviewed for impairment as part of the impairment review of loans and receivables,

Held-to-manrity financial azzets

Held-to-maturity financial assets are non-derivative i'm.lunn[:ll assets with fixed or determinable pavments
and fixed matunitics that management has the positive intention and ability 10 hold to maturity. Where a
sile oceurs other than for an insignificant amount of held-1o-maturity fnancial asset, the entire calegory
wiould be reclassificd as available-for-sale.

i) Avatlable-for-sale financial assels

This classification represents financial assets that are not (a) financial assets at fair value through profit or
loss, (b) loans and receivables, or (c) financial assets held-to-matariiy,
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MAYFAIR INSURANCE COMPANY LIMITED

MNOTES TO THE FINANCIAL STATEMENTS {Continued)
ACCOUNTING POLICIES (Continued)

<)

Significant accounting policies (Continued)
Financial instruments (Continued)

Financiol assets (Continued)

Recognition of financial assets
Financial assets are initially recopnised at fair value phus transaction costs for all financial assets nod carried an
fair value through profit or loss.

Available-for-sale financial assets and financial assets ot fair value through profit or loss are subsequently
carried at fair value. Loans and receivables and held-to-maturity investments are carried at amortised cosi
using the effective interest method.

(Gains and losses arising from changes in the fair value of “financial assets at fair value through profit or loss™
are dealt with in the profit or loss in the period in which they arise. Gains and losses arising from changes in
the fair value of available-for-sale financial assets are recognised in other comprehensive income and
accumulated in the fair value reserve, until the financial asset is derecopnised or impaired, an which time the
cumulative gain or loss in the fir valoe reserve is reclassified to profit or loss.

Derecognition of financial assets

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired
or where the company has transferred substantially all risks and rewards of ownership.

Financial labilities

Financial liabiliues are classified as other financial liabilities.

Cther financial lallires

Oriher financial liabilities, including borrowings, are tnitinlly measured at fair value, net of transaction costs

and are subsequently measured al amonised cost using the effective interest method, with interest expense
on an effective yield basis. The effective interest method is & method of calculating the amortised

cost of a financial liability and of allocating interest expense over the relevant period, The effective interest

rate is the rate that exactly discounts estimated future cash payments through the expected life of the financial
linkility, or, where appropriate, a shorter period.

Derecognition of financial llabilities

The company derecognises financial liabilities when, and only when, the company’s obligations are
discharged, cancelled or they expire, . 4 .

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on
call with companys and other short-term highly liguid investments with original maturities of threc months or
less.

Fair value reserve

The fair value reserve represents the surplus or deficit on the revaluation of equity instruments available-for-
gale

Comparatives
Where necessary, comparative figures have been adjusted to conform with changes in presentation in the
current period.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATED UNCERTAINITY

In the process of applying the company's accounting policies, the directors are required to make judgements,
estimates and assurmptions about ithe carrying amounts of assets and liabilities that are not readily apparent from
other sources, The estimates and associated assumptions are based on historical experience and other factors that
are considered o be relevant Aciual results may differ from these estimares.

The estimates and underlying assumptions are reviewesd on an ongoeing basis, Revisions (o accounting estimates are
recognised in the period in which the estimate is revised if the revision only affects that period or in the period of
the revision and futwre periods if the revision affects both current and future periods.

The following are the eritical judgements and key assumptions concerning the future and other sources of
estimation uncertainity that directors have made in applying the company's accounting policies:

The wirimate Fabifity arising from claims made wnder iRsurance coniraces

The main assumption underlying the techniques applied to determine liabilities in this category is that a company's
past claims development experience can be used to project future claims development and hence ultimate claims
costs, Additional qualitative judgment is used to assess the extent to which past trends may not apply in future, in
order to armive al the estimated ultimate cost of claims that present the likely outcome from the range of possible
outcomes, taking account of all the uncenainties involved.

Held -to-maturity financial assels

The company follows the guidance of ITAS 39 on classifyving non-denivative financial assets with fixed or
determinable payments and fixed maturity as held-to-maturity. This classification requires significant judgment. In
making this judgment, the company evaluates its intention and ability to hold such assets to maturity. If the
company fails to hold these financial assets to maturity other than for the specific circumstances - for example,
selling an insignificant amount close to maturity — it wall be required 1o reclassify the entire class as available-for-
sale, The assets would therefore be measured at fair value not smortised cost.

Imipairment
Dretermining whether assets are impaired requires an estimation of the value of the assels.

Property and equipment
Critical estimates are made by the direciors in determining wseful lives of property and equipment.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

k]

RISK MANAGEMENT
Management of Insurance and financial risk

The company”s activities exposs it to a variety of risks. The company classifies the various risks it is exposed to
inte insurance rigk and financial risk. Financial risks includes credil risk, liguidity risk and market risk which
includes the effect of changes in equity markel prices, foreign curmency exchange rates and inlerest rates, The
company's overall risk management programme focuses on the unpredictability of financial markeis,
tdentification and management of risks. It seeks 1o minimise potential adverse effects on its financial performance
by use of underwriting guidelines and capacity limits, reinsurance planning, credit policy govemning the
acceptance of clients and defined criteria for the approval of intermediarics and reinsurers. Investment palicies are
in place which help manage liquidity, and seek to maximise retum within an acceptable level of interest rate risk,

(i) Insurance risk
Insurance risk in the company arises from:
{a) Fluectuations in the timing, frequency and severity of claims and claims settlements ralative (o
EXpectalions;
(5] Unexpected claims ansing from a single source;
(5] Inaccurate pricing of nisks or inappropriate underwriting of risks when anderwriiten;
{ct) Inadequate reinsurance protection or other rsk transfer techniques; and

(e} Imadequate reserves

{a}, (b) and (c) can be classified as the core insurance risk, (d) relates to reinsurance planning, while (e) is
aboul reserving.

Core Insurance risk
This risk is managed through:

Diversification across a large portfolio of insurance contracts;
Carefial selection guided by a conservative underwriting philosophy;
Continuous monitoring of the business performance per class and per client and corrective action taken ax
deemed appropriate;

* A minimum of one review of each policy 2t renewal to determine whether the risk remaing within the
acceptable critenn;

# Having a business acceptance criteria which is reviewed from time (0 time based on the experience and
other developments; and

¢  Having a mechaniem of identifving, quantifying and sccumulating exposures to contain them within the
sel underoriting limits, 3

Reinsurance planning

Reinsurance purchases are reviewed annually to verify that the levels of protection being sought reflect
developments in exposure and risk appetite of the company. The bases of these purchase is underpinned by the
company’s experience, financial modelling by and exposure of the reinsurance broker,

Reinsurance is placed with providers who meet the company's counter party security requirements.

Claims reserving

The company®s reserving policy is guided by the prudence concept. Estimates are made of the estimated cost
of settling a claim based on the best available information on registration of a claim, and this is updated as and
when additional information is obtained and annual reviews done to ensure that the reserves are adequate,
Management is regularly provided with claims settlement reports to inform on the reserving performance.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3

RISK MANAGEMENT (Continued)

(i) Insurance risk (continued)

Shori-term insurance contracts

The company engages in short term insurance contracts and
financial assets. An analysis of the company’s financial asse

presented below;

31 December 2011

Financial assets

Equity instruments available for sale
Receivable arising out of reinsurance
RITANEeMEens

Receivable arising out of direct insurance

AFTAMNEEMEnTS

Other receivables

Held 1o maturity

«Ciovernment securities

-Corporate bonds

-Deposits with fimancial institutions
Cash and bank balances

Tenal

Short term Insarance liabilities
Outstanding claims provisions
Payables arising out of insurance
RITANGEMENLS

Payables ansing out of reinsurance
ArTAngements

Deferred remsurance commissions
CHher payables

Less reinsurers share of 1echnical
pronisions

Total

Differcoce in comractual cash Nows

funds the insurance liabilities with a portfolio of
ts and its short term insurance liabilities is

Carrying
amount 0-1rs 1=3vs  3-5vrs =5 yrs
Shs Shs Shs Bhs Shs
187,564,265 187,564,265 = :
4,440,390 4,440,390 . X .

04 675,582 94 675,582 . . H
121,648,768 - 121,648,768
165,533,870 24024944 14995030 = 12560135905

32,263,373 32,263,373 - 5 :
339 400,661 339,400,661 . -

22,250,263 22,256,263 - -
267,783,181 T05,525478 136,643,798 = 125,613,905
654472360 654472360 £ A 2

6,032,865 6,032,865 - x -

35,039,675 315,039,675 - - e

84,449,455 84449455 3 -

12,724,735 12,724,735 - = -

(330.821,146) (350,82],148) i
441,897944 441,397 044 - - 3
S25.8B3 237 263627534 136641708 - 125,613,905
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3 RISK MANAGEMENT (Continued)
() Insuramce risk (continued)

Shori-term Insurance contracts {continued)

31 Ivcember 2010

Carrying

amount 0-1 yr 1-3 yrs 3-5 wrs =5 yrs

Financial assets Sh Sh Sh %h Sh
Equity insiruments available for sale I54,467,756 154,467,756 . - .
Receivables arising out of
FEIMSUrANGe AMTANZEments 6,025,584 6,025,584 - -
Recervables ansing oul of direct
insurance arrangements 48,656,931 48,656,031 w - -
rher receivables 236,894 797 = 236,804 797 - -
Held to maturity:
~Giovernment securities 130,815,396 5,121,928 5,242,828 10,117,575 110,333,067
~Corporate bonds 32,290,084 - - - 32,290,084
-Dreposits with financial instintions I35, ZE0,000 236,280,000 5 a i
Cash and bank balances 56504916 56,594,916 A
Total W2,025464 507,047,113 242,137,625 10,117,575 142,623,151
Short term insurance Habilities:
Chutstanding claims provisions 533975107 533975107 - . !
Payables anising out of direct
INSUFARCE ents 6,154,339 6,154,339 »
Payables arising out of reinsurance
AFTANEETEnLE 20202 599 20202599 - . .
Orher payables G441 347 6,441,347 = - N
Less reinsurance share of technical
Provisions (342,706,406)  (342,706,4908) - -
Total 233066986 233 066,986 s :
Dvifference in contractual cash flows BORISEATE  274.080,127 242,137.635 10,117,575 142,623,151

- L i S
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MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK MANAGEMENT (Continued)

(ii} Financial risks

(=)

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will Auctuate
because of changes in market prices. Market risk comprises thres types of risk: interest rate risks, equily
price risk and foreign exchange currency risk. The sensitivity analyses below are based on a change in one
assumption while holding all other assumptions constant:

(i) Interest rate sk

The company is exposed to the risk that the level of interest income and in effect the cash Nows will
fluctuate due to changes in market interest rates. To manage this risk, the company ensures that the
investment maturity profiles are well spread.

The following sensitivity analysis shows how profit and equity would change if the interest rates had
increased’ (decreased) on the reporting date with all other variables held constant,

i1 2010
Sh sh
Elfect on Effect on Effect on Effect an
profit equity prafit equity
+ 5% Movement 26,715,420 18,700,800 19,969 274 13,978 491
=5 % Movement (26,715429)  (18,700,800) (19,969.274) (13,978 401)

(i1} Equity price risk
Equity price risk ig the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than thoss arising from imierest rale risk or

currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issver, or factors affecting all similar Gnancial instruments traded in the market.

The company is exposed to equity securities price risk as a result of its holdings in equity investments
which are listed and traded on the Nairobi Stock Exchange. Exposure to equity price risks in
-aggregate is menitored in order to ensure compliance with the relevant regelatory limits for salvency
purposes.
The company has a defined investment policy which sets limits on the company's exposure 1o equity
securities both in aggregate terms and by category/'share. This policy of diversification is usad (o
manage the company’s price risk arising from its investments in equity securities.

The following sensitivity analysis shows how other comprehensive income would change if the
markel prices increased/(decreased) by 5% on the reporting date with all other variables held constant,

2011 2010
Sh Sh

Effect on other comprehensive income
+5% movement 1759919 4774214
-5% movemenl (3,759.919) (4,774,214)

9



MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS {Continued)

3 RISK MANAGEMENT (Continued)

{if) Financial risks (continwed)
{a] Market risk (continued)
(iii) Foreign exchange currency risk

Foreign exchange currency risk is the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates, Management belicves that
there i minimal risk of significant losses due to exchange rate fluctuations.
The following sensitivity analysis shows how profit and other comprehensive income would change

if the exchange rates increased/{decreased) by 5% on the reporting date with all other variables held
constant, mainly as a result of US Dollar denominated available for sale equily invesimenis.

2011 2010
Sh 5h
Effect on other comprehensive income
+5% movememnt 6,063 444 2440831
-5% movement (6,063 444) (2,440,831}
e

(b} Credit risk

Credit risk is the risk that one party (o a financial instrument will cause a financial loss to the company by
failing to discharge a contractual obligation. The fallowing policies and procedures are in place to mitigate
the company's exposure to credit risk:

= Net exposure limits are set for each counterparty or group of counterpartics i.e. limits are set for
imvestments and cash deposits, and minimum credit ratings for investments that may be held,

*  Reinsurance is placed with counterparties that have a good credit rating,

*  Ongoing monitoring by the management eredit committee.

The exposure to individual counterpartics is also managed through other mechanisms, such & the right of
offset where counterparties are both debtors and crediters of the company. Management informatisn
reported 1 the directors include details of provisions for impairment on seceivables and subgequent wrile
offs. Exposures to individual policyholders and groups of policyholders are collected within the ongoing
monitoring of the controls associated with regulatory solvency.
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

3

RISK MANAGEMENT { Contimsed)
(i} Financial risks {confinued)

(b) Credit risk (continwed)

The table below shows the carrying amounts of financial assets bearing credit risk

31 December 2011
Receivable ansing out of direct insurance
arrangements
Receivable arising out of reinsurance amangements
Hezld 1o matarity
~Ciovernment sscurities
~Corporate bonds
-Deposits with financial institations
Other receivables
- Deposits with institutions under
#tatutory management
- others
Cash and bank balances

31 December 2010

Receivable arising out of direct insurance
arrangements

Receivable arising out of reinsurance armangements
Held 1o maturity

=(Fovernment securities

~Corporaie bonds

-Deposits with financial institutions

Other receivables

- Deposits with institutions under statutory
management

- others

Cash and bank balances

Fully
performing Past due  I'mpaired Total
Shs Sha She Shs
04,675,582 = 94,675 582
4,440,350 - 4,440,390
165,533,879 - 165,533,879
32263373 = 3203373
339,400,661 - - 330400661
= 32417173 = 32417173
135,564 215 - = 135564 215
22,256,263 - 21,256,261
To4,134363 32417173 - B26551,536
48,656,931 - = 48656931
6,025,584 - - 6,025 584
130,815,296 - = 130815396
32,290,084 - 32,290,084
236,280,000 - = 236,280,000
- 32417173 - 32417173
224 537 804 ‘ - 224,532 804
56,594,916 - = 365040916
TI5,195715 32417173 THT 612 BER

s

1 ——

The debt that is past duc relates to amounts held in a local financial institution that is under staluiory

management. The recoverability of this balance is dependent on resolution of a dispute between the

institution and the Central Bank of Kenya but the directers are confident that the amount will be recovered
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK MANAGEMENT (Continued)
(ii} Fimamcial risks (continued)
(e} Liguidity risk

Ultimate responsibility for liquidity risk management rests with the board of directors, which has
developed and put in place an appropriate liquidity risk management framework for the management of
the company’s short, medium and long-term funding and liquidity management requirements, The
company manages liquidity risk by maintaining adequate reserves and banking facilities, by continuously
monitoring forecast and actual cash flows and matching the maturity prafiles of financial assets and
lisbilitics

The table below analyses the company®s financial liabilities that will be setibed on a net basis into refevant
maturity groupings based on the remaining period at the reporting date to the contraciual maturity date.
The amounts disclosed in the table below are the contractual undiscounted cash flows. Balances due
within 12 months equal their carrying balances, as the impact of discounting is not significant,

Between Dhver Owver
1 = 3 months 3 months 12 months Total
Eh sh Sh Sh
At 31 December 2011
FPayables arising from
- reinsurance arrangements 15,039,675 - - 35,039,675
- iNSUrance Amangements 6,032,865 - - 6,032 865
Outstanding claims ProVISIonS 654,472 360 - 654, 472 360
695,544,900 - = 655,544,000
Al 31 December 2010
Payables arising from
- TEINSUrance arangements 5,202 599 - - 19,202 599
- insurance arrangements 6,154,339 - 6,154,330
Cutstanding claims provisions 533,975,107 - - 533975107
569,332 045 - - 569,332,045
- ——— T
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 RISK MANAGEMENT (Continued)

(d} Fair value hierarchy

The company specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from independent
sources; unobservable inputs reflect the Company's market assumptions, These two types of inputs have
created the following fair value hiesarchy:

* Level 1 - Quoted prices in active markets for identical assets or labilitics. This level includes equity
securilies and debt instruments listed on the Nairobi Securities Exchange,

*  Level 2 - Inpuis other than quoted prices included within Level 1 that are observable for the asset or
liahility, either directly as prices or indirectly as derived from prices.

= Level 3 - inputs for the assets or liabilities that are not based on observable market data (uncbservable
inputs). This level includes equity investments and debt instruments with significant unobservable

COTPOTENIs,

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

The below table shows an analysis of financial instruments recorded at fair value by level of the fair value
hierarchy.

Level 1 Lowve] 2 Lewel 3 Todal
31 December 2011 5h Eh Sh Sh
Avatlable for sale
- Equity instrumenis 75,108 382 - 112,365,883 187564265
31 December 2010
Available for sale
= Equity instruments 95,553,232 - 58,914,524 154 467,756

4 CAPITAL RISK MANAGEMENT

The company's objectives in managing its capital are:

to match the profile of its assets and liabilities, taking account of the risks inherent in the business:

to maintain financial strength to support new business growth; :

to satisfy the requirements of its policyholders, regulators and rating agencies;

to retain financial flexibility by maintaining strong liquidity and access to a range of capital markets:

to allocate capital efficiently 1o support growth

to safeguard the company's ability to continue as a going concern so that it can continue to provide returns for
sharcholders and benefits for other stakeholders: and

1o provide an adequate return to shareholders by pricing insurance contracts commensuraiely with the level of
Fiak,

The company is regulated by the Kenya Insurance Regulatory Authority and is subject to insurance solvency
regulations which specify the minimum amount and type of capital that must be held in addition to the insurance
lisbilities. The company manages capital in accordance with these rules and has embedded in its ALM framework
the necessary tests to ensure continuous and full compliance with such regulations.
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MAYFAIR [NSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

CAPITAL RISK MANAGEMENT (Continued)

The constitution of capital managed by the eompany is as shown below:

Share capital
Fair value reserve for available-for-sale investments

Retained camings

Equity
Total borrowings

Gearing

GROSS EARNED PREMIUMS

Matar

Fire

Other

Theft

Weorkmen®s compensation
Marine

Personal accident

Engincering

INVESTMENT IMCOME

Bank deposit interest

Interest on Government securities
Dividends receivable on squity instruments
Ciain on disposal of equity instruments
Interest on corporate bond

Amortization of corporate bond

Investment income earned on financial assets,
analysed by category of asset, is as follows:

Loans and receivables (including bank and cash balances)
Held-io-maturity investments
Available for sale financial assels

Total investmen! income

34

2011 2010
Sh sh
320,000,000 320,000,000
19,589,259 13,889 987
42,619,443 20,241,651
382,208,702 363,131,638
g 0%
278,742,026 178,621,235
141,861,072 109,622 207
103,651 872 61,532,726
69215135 58,581,051
136,176,677 112,903,715
95,398,214 64,998 0/
22,632,706 17,773,656
T5835678 55,645 639
933 613,380 659,678,319
21.231.742 22,237,055
14,271 479 14,608,657
6,434 928 4333815
6484417 9,897
4095014 2,642,180
(26,711) :
54 490 269 43 891 e
23231742 22,237,055
1§, 335 782 17,250,837
12,919,345 4,403,712
54,490,860

43,801 604

-



MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2011 2000
5h Sh
T OTHER INCOME
Rental income 4,050,816 .
Other miscellansous intome 328,324 537,653
4,419,140 37,683
B CLAIMS INCURRED
Claims paid by principal class of business:
Maotor 195 541 886 130,392,823
Workmen's compensation 82,111,055 04, T8H,063
Marine 28,395 4035 11,688,454
Thett 18,881,616 9,800,162
Fire 5,580 334 6,956,554
Engineering 4,423 444 6,267,579
Personal accident 6,283,058 4,822 437
Other 22,286,190 (4,716,131}

363,511,850 261,006,981

2 OPERATING AND OTHER, EXPENSES

Staif costs (note 10) 63,729,699 42,637,008
Depreciation B,698,002 2,611,899
Amortisation on investment properties 3,157,895 .
Subscriptions 508,280 362,640
Repairs and maintenance expenditure 4,828,281 3.051,714
Rent, rates and parking 3,681,661 4,624,891
Printing and stationery 4,082,454 3,175,453
Telephane and postage 24677811 1,406,997
Travelling and entertainment 4,251 503 5353415
Advenising costs 2,088, 800 31218272
Licences and insurance GG, 005 2,870,781
Auditors' remuneration 2,155,164 1,40, iy
Directors’ emoluments 240,000 " 280,000
Amortisation of computer software 1,044,000 1,044,000
Premium tax 11,291 4749 T.781,747
Loss/ (gain) on disposal of asseis 0% 000 (51, 28%9)
Chher expenses 28,580 407 B.TIRAG1S

142,930,630 88,506,242

ET Tl e ==
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2011 2000
Sh Sh
i} STAFF COSTS
Salaries and benefits 60,797,167 41,104,800
Defined coniribution retirement schemes
- Pension fund 2,813,875 1,432,750
= Mattonal Sccial Security Fund 1IB. 657 00548

63,729,699 42,637,008

T [= -5

11 TAXATION

a} Taxation charge
Current tax expense in respect of the vear 10,017,800 BA55474
Deferred tax = charge/ (credit) recognized (Note 17) 232,792 (247,201)
- PrigT year overprovision - (544,185)
Total income tax expense 10,250,592 7,664 088

b) Reconciliation of taxation charge to expected tax based on aceounting profit
The company's current tax charge is computed in accordance with income tax rules applicable to general

insurance companies,
2011 2010
Sh Sh
Profit before taxation 33,628 384 30,255,057
i —rrprErm
Tax calculated at & tax rate of 30% 10,088 515 9.076,517
Tax effect of:
= Income not subject to tax (4,794,942} (2,097,370)
- Expenses nol deductible for tax purposes 4,957,019 1,229,126
- Prior year CVEPrOVision of deferred fax - [544,185)
10,250,502 7,664,088
¢} Tax payable
At 1 Jamuary 2,873,567 4,949 020
Taxation charge 10,017,500 B455 474
Tax paid (12,346931) (10,530,987
At 3 December 544,436 271 567

e e T Y ST
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

13

2011 2010
sh Sh
EARNINGS PER SHARE - BASIC AND DILUTED
Profit for the vear 23,377,702 22,590,960
i T e e
Weighted average number of shares during the year 3,200,000 3,156,591
Earnings per share (basic and diluted) 7.3 T.2
PROPERTY AND EQUIPMENT
Furniture
fittings and
Motor Computer office
Building  Pastittoning vehicles equipment equipment Total
Sh 5h Eh Sh sh 5h
Cost or valuation
At 1 Jamuary 2010 - 8,795,210 2,090,240 5644905 10436906 24967061
Additions - - 630,000 229,124 629,760 1,508,884
Disposals - - {1,100,000) - - (1,100,000)
At 31 December 2010 - 6,795,910 1,640,240 5874029 11,066,666 25376845
At 1 January 2011 - 6,795,210 1,640,240 5874029 11066666 25376845
Additiops® G0,000,000 18,273,268 1, L, CHed 1,007,989 17,286,063 97,667 320
Disposals - 3 - - (109,000)  (109,000)
Al 3] December 2011 60,000,000 25,069,178 2,740_240 6,882,018 28243729 122,935,165
Depreciation
At | January 2010 5 2,526,610 1,037,974 1,357 451 3,227,674 10,149,714
Charge for the year - 533 662 343,300 754,974 BT.873 2611859
Disposals - - (771,289} . . (771,289)
At 3] December 2010 - 3,060,272 610,075 4,112,425 3,207,552 11,950,324
At | Jamueary 2011 . 3,060,272 610,075 4,112,425 4,207,552 11,990,324
Charge for the vear 1,578,947 2,751,113 532,54) El0. 878 3,004,523 8,698,002
At 3] December 2011 1,578,947 5811385 1,142,616 4,943 303 T212075 20,688,326
MNet book value
AL 3] December 2011 58,421,053 19,257,793 1,597 624 1,938,715 21,031,654 102 246,839
Al 31 December 2010 - 3,735,638 1,030,165 1,761,604 6,850,114 13,386,521
*During the year the company moved into their new offices at MayTair Centre that were constructed on the

lease hold land. The addition above relates to transfer of the eighth floor to Mayfair Insurance Company

Limited at a cost of Sh 60 million {(Note 20).
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MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
14 INTANGIBLE ASSETS (COMPUTER SOFTWARE)

2011 2010

Building Sh Sh
Cost
At 1 January 5,220,000 4,176,000
Additions 1,044,000 1,044 000
Al 31 December 6,264,000 5,220,000
Amaortisation
At 1 January 4. 176,000 3,132,000
Charge for the yvear 1,04 00 1,044,000
At 31 December 5,220,000 4,176,000
Net book value 1,044,000 1,04 D

o=~ ] e e ——

15 INVESTMENT PROFERTIES

Cost
At 1 January - -
Additions 1200, ool D00
At 3] December 120,000,000 -
Amartisation
At 1 Jameary P =
Charge for the year 3,157,895 -
Al 3] December 3,157 895
Met book value 116,842,105 -

Dwring the year the company acquired investment properties that were constructed as part of a joint project to develop
an office block. The second and seventh floors were completed and transferred as investment property 81 a cost of
Sh 120 million (Note 20),

Investment properties comprise a building and leasehold land. The building constructed on the land, are held for the
purpases of eaming rental income, The investment properties are held at cost less sccumulated depreciation,

The directors estimate that the fair value of the properties amount to Shs 120,000,000 (2010 - Shs mil) based on open
market values,
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MAYTFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
16 AVAILABLE FOR SALE EQUITY INSTRUMENTS

Quoted Unquoied
shares equity Total
InvEstmEnls
Sh Sh sh
011
At 1 January 95,553,232 58,914, 524 154,467,756
Additions 38,208,025 4,055 195 42,263,230
[hsposals (14.865.083) - (14,865 ,983)
Exchange gains . 3,114,275 3,114,275
Fair value (losses)/gains through other
comprehensive income (43 606 292) 46,281,849 2,584 907
At 3] December 75,198,382 112,365,883 187,564,265
2010
At 1 January 48,111,570 60,619,132 108,730,702
Additions 35,301 864 7111111 42412975
Disposals (5.221,011) (12,244 444) (17,465 455)
Exchange gains £ 2,981 462 2,981 462
Fair value gains through other
comprehensive income 17,360,809 447,263 17,508,072
At 31 December 95,553,232 58,914,524 154,467,756
e e e ———

The unquoted invesiment relates 1o ordinary shases in Mayfair Insurance Company Zambia Limited and PTA
Reinsurance Company Limited. The investrments are carried at fair value and are desominated in Pambia Kwacha inth
case of the investment in Mayfair Insurance Zambia Limited and the US dollar in the case of the investment in PTA
Reinsurance. The investments denominated in foreign currencies are translated into Kenya Shillings at the rates of
exchange ruling at the end of reporting period. The exchange gains and losses are dealt with in other eomprehensive
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

7

DEFERRED TAXATION LIABILITY

Defersed taxation is calculated, on all temporary differences under the liakility method using the principal tax rate of
30%%:

2011 2010
Eh Sh
(@) The net deferred tax asset is anributable 1o the following ilems:
Defesred tux liability: '
Unrealised exchange gains 457,558 T8, 404
Dieferred tax assets:
Excess deprecintion over capital allowances [64,934) (590,764)
Unrealised exchange lostes (324 912) (162 456)
Leave provision (1,636,222)  {1,126,448)
(2,026,068)  (1,879,666)
Met dieferred fax nsset (1,568 4700 {1.801,262)
(b} Movement in deferred tax assel is as follows:
At .l'_u.lm.lr_lr (1,801 262) (1,009.876)
Taxation charge’ {credit) {note 1 1{(a)) 2327192 (247.201)
Prior year overprovision - (544,185)
At 3] December (1,568 470) (1,801,262}
18 REINSURERS® SHARE OF TECHNICAL
PROVISIONS AND RESERVES
Reinsurers’ share of - uncamed premiums 207413839 149,793 822
- notified claims (note 27) 129,456,304 182949914
- clamms incurred but nod reporied {note 27) 13,951,003 9,962,670
350,821,146 342 T06 406
19 DEFERRED ACQUISITION COSTS
Al lmw 53,470,768 45,067 530
Increase in the yvear 21478314 403230
At 31 December T4, 940 082 33,470,768

40




MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2011 2010
Sh sh

20 OTHER RECEIVABLES
Deeposit for property development* 55,300,000 171,500,000
Deposit for investments** 32,200,000 31,200,000
Deposit held at financial institution under siatutory management*** 32 417,173 32417173
Prepayments and deposits 1,731,595 1,777,624
Sundry receivables 46,332,620 20,055,180
167,981,388 256,949,977

*The deposit for property development relates to the company's contribution (o a joint project to develop an office
block. During the year, the sccond and seventh floors were completed and transferred as investment praperty ata cost
of Sh 120 million (Note 15) while the cighth floor was transferred as building at a cost of Sh 60 million {Mote 13), The
latest estimates from contractors indicate that the building will be completed before March 2012,

** The deposit for investments relates to amounts paid during the year towards the company’s share of land and
improvements purchased during the year under Mayfair Estates Limited. The deposits will be converted to shares and
the company will own 50% of Mayfair Estates Limited. Mayfair Estates Limited had not begun operations by close of
the year,

***This relates to amounts held in a local financial institution which is under statutory management. The
recoverability of this balance is dependent on resolution of a dispute between the institution and the Central Bank of

Kenya. In the opinion of the directors the amount is recoverable in full.

21 GOVERNMENT SECURITIES - HELD TO MATURITY
2011 2010
Eh £h
Treasury bills and bonds maturing:
Within 20 days 24,924 044 -
Within 1 year, afier 90 days . 5,121,926
In 1 to 5 years 14,995,030 15,360,403
More than § years 125613905 110,333,067
165,533,879 130,815,396
22 CORPORATE BOMDS
HELD TO MATURITY ,
Kenya Electricity Generating Company Limited
- Public Infrastructure Bond 22,208,863 22235576
FINA Bank Bond 10,054 508 10,054 508
312,263.373 32,290,084
Movement in corporate bonds:
At 1 January 32,290,084 20,403,005
Additions = 11,887 0749
Amortization (26,711) -
At 31 December 32,263,373 12,290,084

4= W B
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MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

23

24

25

DEPOSITS WITH FINANCIAL INSTITUTIONS
HELD TO MATURITY

Deposits maiuring:
- Within 3 months
- Beyoqd 3 months

2011 2010

5h Eh

307,900,661 162,000,000

31,500,000 74,280,000
339,400,661

236,280,000

WEIGHTED AVERAGE EFFECTIVE INTEREST RATES

The following table summarises the weighted average effective interest rates realised during the year on interest-

bearing invesimenis:

Government securities
Deposits with financial institutions
Comporate bonds

SHARE CAPITAL

a) Movement in share capital

Authorised, issued and fully paid:

At | January

Izsued in the year

At 31 December

b} Ordinary shares

Authoriged:

4,500,000 ordinary shares of Sh 100 each

Issued and fully paid:
3,200,000 ordinary shares of 5h 100 cach

2011 2000
e ]
12.94 1222
20,67 7.01
11.30 11.55
E——— e
Mumber of 2011 20040
shares Sh Sh
3,200,000 320,000,000 308,500,000
- o IEJW.W]
3200000 320,000,000 320,000,000
s T Ol aemrren SEal me——
450,000,000 450,000,000

SR e ——
320,000,000 320,000,000

i o T
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

26

27

OUTSTANDING CLAIMS PROVISIONS

2011 2010

Sh sh

At 1 JTanuary 533,975,107 395,237,141

Claims incwrred and claim handling expenses 373,728 839 346,766,793
Payments for claims and claims handling expenses (225017 986)  (237,235,184)

Claims incurred but not reported 41,786,380 29,207 357

At 31 December G54 472 360 533,975,107

MOVEMENTS IN INSURANCE LIABILITIES AND REINSURANCE ASSETS

e e e e

The table below shows the movement in the company's outstanding claims provision and related

reinsurance share of suistanding claims.

2011

At 1 January 2011

Motified claims

Incurred but ned reported

Total at beginning of vesr

Claims paid in year

Increase in liabilities:-

- Aniging from current year claims

Total at end of year

Motified clams
Incurred but not reported

Total at end of year

Ciross

outstanding Heinsurance
clams share Met
Sh Sh sh
504,767,750 182949014 321,817,836
29,207,357 9,962,670 19,244,687
511.975,107 192,912 584 341,062,523
295,017,966 98,258,277 196,759,089

(174,520,713)  (147,764.154) [26,756,559)

654 472360 143,407,307 510065053
612,626,000 129,456,304 483,229 696
1,786,360 13,951,003 27835357
143,407,307 511,065,053

654,472,360

——— s =]
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MAYFAIR INSURANCE COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

27

28

29

MOVEMENTS IN INSURANCE LIABILITIES AND REINSURAMNCE ASSETS (Continued)

2010

Al 1 January 2010
Monified claims
Incurred but not reported

Total at beginning of year
Claims paid in year

Increase in linbilities:-
- Ariging from current year claims

Total at end of year

Motified claims
Incurred but not reported

Total at end of year

UMEARNED PREMIUMS

At ] January
Increase in the year

Al 31 December

DEFERRED REINSURANCE COMMISSIONS

Al 1 Januney
Increase in the vear

AL 3]l December

Giross
oulstanding Beinsurance

claims share Met

Sh Sh Sh

371,204 000 156,580,577 25313408
23,333,141 8,123,389 15,200,752
395,237,141 16l 703 066 230,533,175
(237,236, 184) (B6,T58.351) (150477,633)
375.674,.150 114,967,169 261006981
533,975,107 192,912 584 341,062 523
504,767,750 182,949 914 IZLEIT EIG
200077 357 Q.962 670 19,244 687
333,975,107 192912584 341,062,523
2011 2010

=h 2k

347,911,947 273 REI 23R

138,203,265 T 028,709

ARG, 115215 347911547

R L L g

44,700,057 31,963,277

30,650,308 12,835,780

B4, 449 455 44 799 057
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2011 2010
5h Sh

30 OTHER PAYABLES
Accrued expenses 3,988,111 2324637
Crther linbalitics 8,736,624 I R4].554
Payable to related company - 275,156
12,724,735 6,441,347

3 CONTINGENT LIABILITIES

In common with the insurance industry in general, the company is subject 1o litigation arising in the normal
course of insurance business. The directors arc of the opinion that any cutstanding litigation as at 311 December
2011 will not have a material effect on the financial position or profit since adequate provisions for claims have
been made as far as the company believes the claims will be payable.

The company is also subject to insurance solvency regulations in respect of its insurance and investment
contracts, and has complied with all these regulations. There are no contingencics associated with the
company's compliance or lack of compliance with such regulations.

2011 2010
Sh Sh
32 MOTES TO THE STATEMENT OF CASH FLOWS
{n) Cash generated from operations
Reconciliation of profit before tax 1o cash generated from
operations;
Profit before taxation 33,628,384 30,255,057
Adjustments for;
Depreciation B 608,002 2,611,899
Amaortisation of investment property 3,157 895 -
Amortisation of intangible asset 1,044,000 1,044,000
Gain on disposal of equity instruments available for sale (6,484,417) (69,897)
Loss on disposal of property and equipment 109,000 (51,288%
Amortization of corporate bond 26,711 -
40,179,575 33,768,770
Changes in:
= receivables arising out of remsurance armangements 1,585,154 (13,338,541
- receivables anising oul of direct insurance armangements  (46,018,651) 11,701,403
- reinsurers share of technical provisions and reserves (8,0 14,740) (59,837 .842)
- deferred acquisition cost (21 478314) (8.403,229)
= gther receivables HR.0A8, 550 (128,538,674)
- outstanding claims provisions 120,407 253 [38, 737,064
- uncamed premiums 138,203 268 74,028,709
- payables arising out of reinsurance arrangements 5837076 2024013
- payables arising out of direct insurance arrangements (121.474) (16,105 889)
- deferred reinsurance commission 39,650,308 i2.835,780
- other payables 6,283,388 837,562
Cash penerated from operatioans 365,471,562 47,731,028
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MAYFAIR INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

32

33

34

35

6

NOTES TO THE STATEMENT OF CASH FLOWS (Continued)

(k) Analysis of cash and cash equivalents

Cash and bank balances .
Govermmenl securities maturing within 3 months (note 21)
Depogits with financial institutions maluring in 3 months (nete 23)

At 31 December

OPERATING LEASE COMMITMENTS

Outstanding commitments under operating leases are as follows:

Tenancy payable:
Mot Later than one year
Between one and two years

Amounts charged to the profit or loss in the
Year in respect of operating leases

RELATED FARTIES
The following transactions were carried out with related parties:

Directors’ fees
Diireciors and key management remuncration
Amount due to Mayfair Insurance Company Zambia Lid

INCORPORATION

2011 2010

Sh Sh
22,256,263  $6,594.916
24,924 044 A
107,900,661 162,000,000
355,08] 868 218594916
1,058,400 1,805,550
1,058 400 1,805,550
3,232,741 4,082,011
240,000 280,000
35,318,000 22,608,000

The company is incorporated m Kenyn under the Companics Act and is resident in Kenya,

CURRENCY

These financial statements are presented in Kenya Shillings {Sh.

4

(275,156)
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