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Chairman’s Message

Charles N. Kebuchi
Chairman

2003 was an eventful year. Not only
did the national economy register
growth, posting a growth rate of
1.4% and bilateral relations restored,
the new Government commenced to
undertake numerous reform measures
to improve the fundamentals of
Kenyan social political environment.

We at Kenya Re achieved good
trading results through continued
efforts to enhance the value of the
reinsurance business amid fierce
competition from local and foreign
reinsurance companies,

Kenya Re continues fo strive fo realize
its vision positioning itse If for the major
development security of being a
world-class reinsurer through the
provision of  valve-adding

reinsurance services fo our business

" partners,

We continve to expand our
involvement in the world reinsurance
market and at the same time
advance info new sectors in the
domestic reinsurance market. We
have reinforced our business
foundation in the market through the
best services to domestic insurers.

As a result of the multi-faceted
approach, gross premiums written
grew to Kshs.2.1 billion showing. o

i

TO OUR CLIENTS AND SHAREHOLDER

remarkable 23% increase from th
previous year, This was the first tim
that the Corporation’s gros
reinsurance premivms exceeded th
landmark of Kshs.2.0 billion since th:
phasing out of compulsory cessions |

- 1999,

The Profit after tax was Kshs.554.4
million another record figure
compared to Kshs.251.6 million i
2002, proving that current profit
oriented management approach |
in the right direction. Ou:

. shareholders' funds also increased by

more than 50% in 2003,

Believing that Kenya Re’s success i
only possible with support from ou;
clients and shareholders, we
understand that future success hinge:
on our commitment to excellence

~ upon which our reputation has beer

built.

We shall. continye with oui

endeavoyr fto discover .new

opportunities for continuation of
growth and success, Pleqse join us,

Thank you.

Charles N. Kebuchi

Chairman
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" In 2003 the Corporation's incurred losses reflected a decrease of 47.
. expenses,

- A breakdown of earned premiums for the years ended 31 December 2003 is as follows:

- 2002

KShs.[000)

Motor 168,694
Fire 559,079
Accident 484,876
Marine 104,492
Aviation 13,180
Life 238,928
Total 1,569,149

During the_v year 2003 net earned premiums registered a growth of 18.6% which 'is a considerable
achievement. This is an indication that notwithstanding the growing challenges of the business environment,
the domestic reinsurance market can be expected to post healthy growth.

Combined Ratio

7% whereas the net operating
consisting of reinsurance commissions and management expenses increased by 12%.

After peaking at 107% in 2001, Kenya Re’s fotal combined ratio has deciined overall within recent
years. In year 2003 the combined ratio has decreased by 35% from the previous year to 67%.

This lower loss raflo is expected to be maintained in the future consi

dering thaf substantial compulsory
cessions run-off claims have already been settled,

Non Funded éeneral‘ Business

2002 ' 2001 2000 1999

(KShs'000) | - (KShs'000) | (KShs'000) (KShs’000)

Net Premium 1,212,649 1193734 | 1,501,597 | 1,763,987
earned . ) ~

. Net operating ° 588,348 577130 | 422,053 830,626

Expenses . ‘ '

|, Net Incurred 647,998 696,855 | 1,140,905 | 970,426

- Claims .

1 _Claims Ratio 53.4% 58.4% 76% _55%

Combined Ratio 102% 107% | 104% | 102%

The combined ratio is the ratfio of

reflecting a strong financial status . that befits a

3 k3 3 A
) .
‘ - .
' ’ T i ' N - ) o v LI

' - ':';;,L .
incurred claims and net operating expenses to the net premiuvm
earned. :

Solvency. margin

.

Kenya. Re has continved to maintain a stable solvency margin ratio way above the statutory requirement

leader-in the Kenya insurance market,
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The Corporation has steadily curtailed its ex

Underwriting results

Underwriting profits of KShs.487.2 million in 2003 re
diversified portfolio and anticipated lower claims from co
profits were especiaily significant considering the eamin

sulted from selective underwriting activities, o
mpulsory cession run-offs. Kenya Re’s underwriting
g structure of reinsurance and insurance companies, :

Operating Income on Investment

The decrease In the corporation’s income on investment

was mainly attributed to lower returns on fixed
income securities recording at Kshs.222 million in year 2

003 compared to KShs.343 million in year 2002.

Total interest income Clt:ld dividends amounted to Kshs.198.9 million down from KShs.221.1 millidn in 2002.

In the light of lower interest rates, return on fixed-income securities and deposits would continue to
decline. However, an increase in the corporation’s invested assets is expected to compensate for the
projected lower return oh invested assets. .

Net Income

Kenya Re posted a net income after tax of KShs.554.5 million in 2003 up from KShs.251.6 million in 2002,
Corperation’s earnings per share increased from KShs.2.52 to KShs.5.54.

Financial Conditien

Assefs

Kenya Re's total assets stood at K5hs.8,954 million at
over the KShs.8,032 million recorded in the previous
million compared to KShs.6,374.4 million in year 2002,

the end of year 2003 which is an 11% increase
year. Total investment assets were KShs.7,568.3

The balance of cash and deposits increased to KShs.290.9 million fram KShs.193.8 million for the previous

year, while quoted equity securities surged up to KShs.1,394.8 million from Kshs.674.6 million in the year

under review. The government securities accounted for 19.8% share of total investment assets,

posure to equities In order to maintain financial stability amid
increased risk from the volatile stockmarket.

High-risk assets, such as lower-quality shares have been effectively reduced from Kenya Re's investment

portfolio, The Corporation focused on high-grude‘governmenf securities an

d is now much less vulnerable
to both stock market and corparate credit risks. ‘ :

(KShs in Million)

For the years ended 31 December

2002 .

Investment Assets

Term Depasit 157.5
Marketable Securities . 6745
Government Sei:prifies :\'"1,183.8
Mortgages w1527
Real Estate 4,205.9
Total 6,374.4

The Symbol of Reinsurance Service
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Liabilities and Shareholder’s Equity

Total liabilities were down by 16.1% at KShs.3,219.2million as of 31" December 2003 compared to
KShs.3,838.2 in 2002, In order to absorb possible losses, insurance technical reserves were maintained
at the previous years level of KShs.2,078 million for outstanding claims while unearned premium Increased
to.KShs.444,6 million up from KShs,39.4.2 million in 2002,

Our capital base remains strong, well in excess of the statutory minimum capital requirements of Kshs.500
million. .

Total shareholder’s equity at the end of
earlier. This increase js primarily attribut
KShs.1,496.4 million in year 2002 1o KSh
reserves which increased by KShs.827.5
in year 2003, The increase in revaiva
- adjustments of quoted investments as r

year 2003 amounted to KShs.4,030.5 million up 51% a year
able to a significant rise in the year-end retained earnings, from
5.1,980 million in year 2003 together with revaluation and other
million from KShs.123 million in year 2002 to KShs.950.5 million
tion and other reserves is mainly attribritable to the fair valye
equired by International Financigl Reporting Standards.

(KShs in Million)
For the years ended 31 December

2002

KShs
Reserve for outstanding claims 2,078.1
Unearned Premium Reserve 394.2
Unpaid payables - 1,319.2
Total Liabilities 3,838.2
Total Shareholders Funds 2,66%.4

The future

We have reason to believe that the econom
Government has inifiated.

y wiil grow more so considering the reform measures that the
However the Government should focus more on strate

glc growth sectors such as building and construction,
manufacturing, information communication and Tech

nology and Tourism.
Conclusion
| would like to thank our staff for their continuing commitment, m

and the Board for their guidance. | would also iik
results couvid not have been achieved,

y colleagues in the mahagement team
e to thank our clients for thelr support without which the

Let us look forward to greater achievements. in 2004.

TiE

J.J. GITHAKA

MANAGING DIRECTOR
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KENYA ‘REINSURANCE CORPOR
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2003

The directors submit their report together with the audit
31 December 2003, which shows the state of affairs of

ATION LIMITED

a) . The principal activity of the corporation is the transa
and investment activities.
b) Premium written. and accounted for per class of business transacted:
i Premium
: 2002 Increase/
KShs. (Decrease)
Fire 456,354,727 221,944,700
Accident 482,057,600 13,953,145
Marihe 88,174,515 (17,040,239)
Aviation 3,821,672 (164,695)
-Motor 156,359,219 23,479,995
Life 238,928,197 85,563,870
International business T 282,337,096 100,881,435
TOTAL 11,708,033,026 428,618,211
c) Sdmmury of profit for the year:
i) Investment income 343,067,510
i) Underwriting profit/ (loss) (23,696,939)
Profit before taxation 319,370,571
Taxation (67,707,259)
Profit after tax 251,663,312

N
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ed financial statements for ’rhe year ended
the Corporation.

ction of all classes of reinsurance business

Growth
rate. %

49

(19)
(4)
15
36
36

25




KENYA REINSURANCE CORPORATION LIMITED
REPORT OF THE DIRECTORS (Continved)
FOR THE YEAR ENDED 31 DECEMBER 2003

d)’  Corporation’s Results
_The results of the cor_pordﬁon are set out on page 28
e) DiviAc!ends

The directors propose the payment of dividends of KShs, 100,000,000 for the year ended 31
December 2003, » ' '

f) Reserves

The reserves of the corporation are set out on page 42

q) Directors

The directors who held office during the year and to the date of this report were: -

Charles N, Kebuchi ) (Chairman .- Appointed on 19% December 2003)

Johnson J, Githakag (Managing Director) -
Joseph Magari

(Permanent Secretary Treasury- Appointed on &%

Janucry_
2003)

Catherine Kimura Alternate to ) Magari

Charles O. Ogalo

Nellivs Kariuki - {Appointed on 19" December 2003)
William P, Mayaka (Appointed on 19* December 2003)
Jacob Haji Ali

(Appointed oh 19%¢December 2003)

Dr. Iruki Kailemia {Appointed on 19" December 2003)

Josich M. Munuka (Retired on 19" December 2003)

Philip Singaru {Refired on 19" December 2003)

Victor' Pratt {Retired on 19" December 2003)

Edna- Sang {Refired on 19" December '2003)
h) Auditors

Ernst & Young, have expressed their lwillin

gness to continue in office in accordance with
Section 159(2) of the Compoanies Act.

. ] LY
By Order of the Board, S d

M.A, Otega {Mrs)

Mdtega

SECRETARY

~—mmwsssEEENE
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KENYA REINSURANCE CORPORATION LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES
ON THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

prepare financial statements for each financial year, which
give a true and fair view of the state of offairs of the corporation as at the end of the financial yea
of its operating results for that vear. It also requires the directors to ensure

» Which disclose with reasonable ‘aceuracy the financial
arding the assets of the corporation.

r and
the corporation keeps proper
position of the corporation,

The directors accept responsibility for the annual financial statements,
appropriate accounting policies supported by reasonable and prud
conformity with Internatfional Financial Reporting Standards and in the
Act. The directors are of the opinion that the finandial statements giv
of the financial affalrs of the corperation and of its operating re
responsibility for the maintenance of accounting records,
financial statements, as well as adequate systems of int

which have been prepared using
ent judgements and estimates, in
manner required by the Companies
¢ a true and fair view of the state
sults, The directors further accept

which may be relled-upon in the Preparation of
emal financial control,

Nothing has come to the attention of the direct

ors to indicate that the corporation will n
concern for at least the next twelve months fr

ot remain a going
om the date of this statement.

Kl

Nellius Kariuki
DIR_ECTOR

Wuae l’a(q

William P. Mayaka
PIRECTOR

tarernana

--------------

18" March, 2004 N
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CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process by which companies are directed and controlled with the objective
of increasing shareholders’ valye. The corporation confirms its commitment to the Principle of openness,
integrity and accountability as advocated by the principles of corporate governance, QOur corporate
governance structure is flexi[‘il"é“"enough’“fés"adopt to changes in the internal and external environment,
The Corporation regularly reviews its processes, rules, re gulations and structure with a view to ensuring
best performance of the Board, Board Committees and overall management of the business.

Key aspects of our approach to corporate governance are outlined below,

BOARD OF DIRECTORS

The composition of the Board is set out on page ten {10). The Board is chaired by a non-executive
Chairman and includes o Managing Director and six other non executive directors. All non-executive
directors are independent of management. The Board provides overall strategic direction, ensures

The directors believe the Corporation has adequate resources to continve in it's operations in the .
- foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the
financial statements, A statement of directors responsibilities in relation to the financial statements

stakeholders.
COMMITTEES OF THE BOARD

The Board has appointed five sub-committees which meet regularly under the terms of reference set
by the Board to which it has delegated certain responsibilities with the chairmen of the sub committees
reporting fo the Board, The composition of the sub-committees is as set out on page fifteen (15 ).

AUDIT COMMITTEE

The committee ‘comprises four non-executive diréctors and meets on g quarterly basis or as when
‘necessary.

- ‘ ..
The functions of the committee include: e

® Monitoring and strengthening the effectiveness of management information and internal control
systems, :

* Review of financlal information and improving the quality of financial reporting.



o Strengthening the effectiveness of internal and external audits,

A corporate risk assessment is underway and shall be documented before the end of year
2004. B

STAFF COMMITTEE

The committee which meets regularly is responsible for monitoring and appraising the performance of
staff, review of all human resources policies, advising on-the remuneration of staff and making
recommendations to the Board. ' '

TENDER COMMITTEE

The committee meets regularly as required and is headed by a non-executive director. It receives and
considers all tenders of the corporation including insurance and reinsurance renewals and purchases in

line with the procurement policies and the exchequer and audit (public procurement) regulations 2001
and amendment regulations 2002,

INVESTMENT COMMITTEE

The committee, chaired by the Mana ging Director, is responsible for planning investment strategy and
continuously monitoring the performance of the Corporation’s Investments,

EXECUTIVE MANAGEMENT COMMITTEE

The Managing Director chairs this Comnmittee, which comprises of the executive managers, - The
Committee meets on a monthly basis or as required and its purpose is to deal with operational issues

and to improve communication, teamwork and co-ordination across the varlous functional areas of the
corporation. ‘

. The Board appoints other committees as-and when required,

INTERNAL CONTROLS

The corporation has defined procedures and financial controls to ensure the reporting of complete and
dccurate accounting information. These cover systems for obtaining authority for major transactions
and for ensuring compliance with laws and regulations that have significant financial implications .
Procedures are aiso in place to ensure that assets are sublect to proper physic;cll control and that the
organization remains structured to ensure appropriate segregation’ of duties. A compreheﬁsive

management accounting system is in place which provides financial and operational performance
assessment indicators. '

Monthly management meetings are held by the executive management to menitor performance and
to agree on measures for improvement. N '
. 1%

CODE OF ETHICS

The corboraﬁpn is committed to the highest standards of professional integrity, and ethics in dealing
with its stakeholders. A formal code of Ethics is being developed for approval by the Board. When
fully implemented it will guide the management, employees and stakeholders on the acceptable

The Symbol of Reinsurance Se;
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* BOARD COMMITTEES

The Board committees as at the date of this report were;

Audis
~ Committee

Tender Committee

Staff. Committee

Executive
Management
Committee

Investment
Committee

COMPOSITION

¢ Three . non-

* Three non-executlve

® Managing Director

* Managing Director

* Managing Director

executive directors * Corporation Secretary | ® General Managers| e Corporafion Secretary
- directors, * Managing Director ¢ Chief underwriter * Senior Managers * Financial Controiler
. —Munqge;' | Manager * Manager (Property) ¢ Chief underwriter
Internal internal (Audit) # Finoncial Controller * Manager (Property)
{Audit) * Manager {Property) . Manuéer {Human |
1» Financial Controller Resources 8 Admin.)
* Manager (HR & Admin.) | Manager (Property)
¢ Chief underwriter
* Corporation Secretary
FREQUENCY OF MEETINGS PER ANNUM
Six and as _ ‘ .
when As and when As and when Monthly As and when
necessory necessary necessary necessary
CHAIRMAN

. INellivs Kariuki

Jacob Haiji .

. JJ. Githaka

1), Githaka

J.J. Githaka

MEMBERS

| charles Ogalo

Dr. Iruki Kailemia
Catherine - Kimura

William Mayaka
Catherine Kimurg

M. Otega
E. Jumba
J. Kinyua
E. Kimanzi

(See Page 3)

Charles Qgalo
Cathering Kimurg

Nk




f

FALRRERE

2.

3.

" The Bodrd, the mcnogefnenf, and staff of Kenya Rei
respect the corporation’s General Business Principles,

L

- conditions of service; to promote the develo

- To give full confidence and assurance.that r

The above four areas of responsibilities are seen s,

. INTEGRITY.

. OUR BUSINESS PRINCIPLES
. £ ) :

nsurance Corporation [td, pledge to always

RESPONSIBILITY

The aim of Kenya Reinsurance Cor
responsible, dependqble and reli
a high standard of performance

poration Ltd (Kenya Re) is to engage itself in an efficient,
able service to the clients. It will endeavor to demonstrate
with unquestionable integrity and honesty,

The most important contribution Kenya Re can make to the social and material progress of

the country is to give protection and efficlent services 16 its clients. It recognizes the need to

take a constructive interest and participate in the social matt
indirectly to the business it is engaged with e,
étc. '

ers that may relate directly or
g. in community education, donation programs,

Main areas of resbonsibility:

‘To Share Holder

To protect shareholder's investment and provide an acceptable rate of return.

To Employees

To provide its employees with good and safe working environment, competitive tarms and

pment of human talent, to encourage the
irection of thelr respective works, recognizing
all employees.

recognize performance achievemens and

participation of employees in the plcnning and d
that success depend on the full contribution of

To encourage and. use available talents and
reward on merit.

To. Ou‘r- Cedants & Reprocéssiohqires

isk protection is fully guaranteed, to develop
and provite efficient service relevant to Cedants and Retrocessionaires,

Socieiy. ‘

To carry out its business operations as a responsible corporate member of the society,

observing applicable law of the coim_’rry giving due regard to and participation‘in safety,
heaith, and environmental standards and social aspirations.

!‘insepurcble and it is the duty of the

management to continuously assess the priorities an discharge its responsibility as best as

it can on the basis of that assessmenty-....

$
N

e F
¢
e
[
| {
(-
et
oy
ot
N
Anhitin
S,
o
4
e

Kenya Re insists on honesty and integrity in all aspects ofhi:r.s"-l;%h

usiness operations and expects
same. from its business partners. All employees are required to avoid conflict of interest

.
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FINANCIAL HIGHLIGHTS

2003 2002 2001 2000 1999 1998 1997 1996 1995

KSHS KSHS KSHS KSHS KSHS KSHS KSHS © KSHS KSHS

000's 000's 000's 000's 000's 000's 000'S 000's 000's
Premiums
written 2,136,651 1,708,033 1,464,447 1,965,778 [ 1,953,117 2,727,252 2,597,599 3,544,089 3,937,703
Investment 222019 | 343,067 | 392,223 | 226715 230,908 | 440,145 423,989 455,891 | 357,220
Income (Net) .
Wwww_w”wma 195,866 | 200,220 257,476 | 126,243 | 285,562 | 201 ,180 195,640 39¥149 | 221137
Underwriting . . o
Profit/ (Loss) 487,201 (23,696) (80,252) | (61,362) 67,358 (319,933) 430,865 (282,931) | (241,048)
Net Profit/(Loss) 554,458 | 251,663 [ 289,940 138,573 | (224,625) | 7834 79,512 105070 | 72,606
Total Assets ., 8,954,923 | 8,032,663| 8,173,331 7,849,059 | 9,095,293 |9 405,144 9,173,206 8,745,246 { 5957,619
Mmﬂro_%: 5735711 | 4,194,459 2,458,084 | 2,159 807 783,261 |2818,581 | 2703130 | 3,011,505| 798,064
No. of Employees 101 102 103 140 144 334 338 334 332

. NOTE: The shareholder's fund has not been adjusted with the Life

The Symbol of Reinsurance Service and Security
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- NINE YEAR REVIEW
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ACTUARY'S CERTIFICATE
FOR THE YEAR ENDED 31 DECEMBER 2003

I, Pieter Johannes Hansen of NBC Kenya Limited, 6""floor, Yicteria Towers, Upper Hill, P O Box 10471.

0100 Nairob;, being .an Actuary duly qualified in terms of Section 2 of the fnsurance Act having conducted

an investigation Ilj terms of Sections 57 and 58 of the Act do hereby certify as under that as ot 31
December 2003, -

| {a}

(b}
(<}

That in my opinion the valye placed upon the aggregate fiabilitles relatfing to the Statutory Funds
of Kenya Reinsurance Corporation Limited in respect of policies on the basis of valuation adopted

by me is not less than what is would have been if the adgregate value had been caleulated on the
Mminimum basts prescribed; ' ‘

. That necessary steps as required under Section 58(5} (a) were taken; and

That | am satisfied that the value of assets adopted by me are, on. the basis of the cuditor’s

4

Pieter J. Hansen' (FIA)
Date: 19/03/2004



" NAIROBI

Ell ERNST& YOUNG

Report of the Independent Auditors

fo the members of Kenya Reinsurance -Corporafién Limited

We have audited the financial statements on pages 24 to 52, which have been prepared on the basis
of the accounting policies set out on pages 34 to 38. We obtalned all the information and explana-

tions, which we considered necessary for our audit,

RESPECTIVE RESPONSIBILIT_!ES OF THE DIRECTORS AND THE INDEPENDENT AUDITORS

As stated on page 11, the directors are responsible for the preparation of finuhciul statements, which
give a true and fair view of the state of the affairs of the corporation and of its operating resuits. Our

responsibility is to express an independent opinion on the financial statements based on our audit and
to report our opinion to you, ‘ '

BASIS OF OPINION

We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we plan and perform our audit so as to obtain o reasonable assurance that the financial
statements are free of material misstatement. An audit includes examining, on o test basis, evidence

supporting the amounts and disclosures in the financial statements. [t also includes assessing the ac-

counting principles used and the significant estimates made by the directors, as well as evaluating the

overall financial statements presentation. We believe that our audit provides o reasonable basis for

‘our opinion.

OPINION

In our opinion, proper books of account have been kept and the financial statements, which are in

. agreement therewith, give d true and fair view of the state of the financial affairs of the corporation -

at 31 December, 2003 and of the results and cash flows for the year then ended and comply with -

International Financial Reporting Standards and the Companies Adt.

- Without qualifying our opinion, we draw attention to Note 8 (ii) to the financial statements relating to

one of the properties held for development,

Ernst & Young

Certified Public Accountants

Y

Elf ErnsT& YOoUNG

----------------------------

~




BALANCE SHEET _
AS AT 31 DECEMBER 2003

Note
ASSETS:

NON-CURRENT ASSETS:
- Property and equipment

Prepaid lease rentals
Intangible assets

Government securities
Available for sale:

Financlal assets 6

Leans secured by mortgages
on real property . . 7

Investment Properties 8

CURRENT ASSETS
Cash & bank balances

Short term deposits
Inventories ) 9

Amounts due from
cedants & reinsurers 10

Sundry debtors 1

TOTAL ASSETS

EQUITY, LONG-TERM FUNDS
& LIABILITIES:

Capital & reserves: -

Ordinc:ry share c'apitall 12
Revaluation & other resarves 13
Retained earnings

Proposed dividends 19
Shareholders’ funds -

Life Funds . ‘ 1 4(0-)

General funds ; 14(b)

. TOTAL EQUITY AND
- LONG-TERM FUNDS

] [N L N

KENYA REINSURANCE CORPORATION LIMITED

General
insurance
business
KShs.

283,007,611
12,947,368
4,988,214

621,846,044
1,394,813,659

219,799,054

3,781,448,284

Long-term
Insurance
husiness
KShs,

874,743,404

424,543,189

1,299,284,593

- 6,318,851,134

39,435,415
'248,831,445

446,703,259

245,885
2,378,984

Total
2002
KShs,

332,260,865
13,105,243

1,183,845,975
674,551,002

152,784,225

4,205,991 473

6,562,558,803

40,346,384
157,580,561
602,782,593

300,242,245
369,152,800

1,470,104,583

8,032,663,386

1,000,000,000
123,006,881
1,496,448,384
50,000,QOO

2,669,455,267

1,363,115,545

161,888,522

81,988,087 270,330,440
246,624,404 247,996
1,063,582,610 273,203,305
7,382,433,744 1,572,489,898
1,000,000,000 .
950,510,368 .
1,980,027,664 .
100,000,000 -
T1%+

4,030,538,032 .
7 - 1,533,816,990
171,356,815 -
171,356,815 1,533,816,990
_4,201,894,847 1,533,816,990

1,525,004,067

4,194,459,334



: KENYA REINSURANCE CORPORATION LIMITED
BALANCE SHEET (Continved)
AS AT 31 DECEMBER 2003

LIABILITIES:

General Long-term
f insurance insurance
1 business . business
Note ‘ KShs, KShs,
. NON-CURRENT
i LIABILITIES:
' Underwriting provisions:
; .
; Outstanding claims " 15 2,078,125,933 -
' ‘Unearned premiums 16 444,670,857 -
’ [ Deferred tax 17 4,555,968 -
i
I
1 2,527,352,758 -
CURRENT LIABILITIES
Bank overdraft 18 - -
. Dividends payable 19 120,000,000 -
Amounts due to
reinsurers & cedants 20 186,196,317 27,142,767
Tax payable f 21 123,488,469 11,530,141
Sundry creditors 22 223,501,352 -
653,186,139 38,672,908
- TOTAL LIABILITIES 3,180,538,897 38,672,908
TOTAL EQUITY, LONG-TERM
FUNDS AND LIABILITIES 7,382,433744  1,572,489,898

Nellius Kariuki Director
Wure. t,a&f-\
William P. Mayaka 7 Direcfo_‘r_

The financial statements were approved by the Board of Directors on 18"

.

The Symbol of Reinsurance Seivice and

2002
Total
‘KShs.

2,078,125,933
394,224,116
46,567,373

2,518,917,422

4,073,779
120,000,000

850,559,529
66,738,305
277,915,017

1,319,286,630

§ 3,838,204,052

| 8,032,663,386

March- 2004 and signed on its behq




KENYA REINSURANCE CORPORATION LIMITED

- PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2003

INCOME © Nate,

4on

Investment income . 23{a)

Profit/{loss} transferred from the
underwrifing revenve account (page 31)

Profit before taxation ' 24
Taxation ' 21
Profit for the year

Earnings Per Share 25

*

2002
KShs,

343,067,510

(23,696,939)

319,370,571

(67,707,259)

251,663,312

252




S m e W NAMUINVIY LIV

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2003

Capifal &
Note : Share Contingency Revaluation Fair valve Retained Proposed
capital reserves reserves  adjustments earnings dividends Tolal
KShs. KShs. KShs. KShs. KShs. KShs.

At 1 Jonuary 2002 500,000,000 60,405,772 102,214,627 - 1,767,327,738 - 2,429,948,137
Profit for the year - - - - 251,663,312 - 251,663,312
Issuance of new shares 500,000,000 - - - aoo.ooo.ooog - -
Proposed dividends , - - - - (50,000,000) 50,008,000 -
Realisation of revaluation ol
reserves - - (39,613,518) - 27,457,336 - (12,156,182)
At 31 December 2002 1,000,000,000 60,405,772 62,601,109 - 1,496,448,386 50,000,000 2,669,455267
At 1 January 2003 1,000,000,000 60,405,772 62,601,109 - 1,496,448,386 50,000,000 2,669,455,267
Profit for the year - . - - 554,458,978 - 554,458,978
Final dividend for 2002 19 - - - - - (50,000,000) (50,000,000)
Proposed dividends 2003 19 - - - - :OPOOPOOQ 100,000,000 -
Fair valie adjustment of , .
quoted investments 13 - - 856,623787 - - 856,623,787
Realisation of _
revalvation
reserves .13 - - 29,120,300

(29,120,300)

Pl




KENYA REINSURANCE CORPORATION LIMITED
CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2003

‘Cash flow from operating activities: -
Net profit before tax -
Adjustments for; -

Change in fc:i'r’value of quoted shares
Depreciation

Amortisation of lease

Amortisation of software

Gain on sale of shares

Gdin on sale of Property. & equipment
Movement in provisions; -

increase in unearned premiums
Decrease in oulstanding claims
Movemept in funded business:-
Increase in life fund

Increase in-general fund

Operating profit/ (loss) before working capital changes
(Increase)/ decrease in amounts dye from cedants & reinsurers
Decrease/ (increase) in sundry debtors

Decrease in amounts due to reinsurers & cedants

Decrease in inventories

Decrease in sundry creditors

Cash generated from operatlons
Tax paid

~ '

Net cash from. operating . activities

Cash flows from investing_activities:-
Purchase of property & equipment
Purchase of- intaﬁgible assets

Proceeds on sqlc; of property & equipment
Net sﬁle/ (purchase) of shares ,
Purchase of government securities.
Mortgage loans redeemed

Net cash used in investing activities N

- ) Vg
Cash fiows from financing actlvities
Dividends paid on ordinary shares

Net increase in cash & cash equivaients

Cash & cash equivalents at the beginning of the year

Cash & cash equivalents ot the end of the year (Note 26)

200
KShs

319,370,571

(173,350,322)
55,956,946
157,895
{1,294,941)
{12,551)

17,919,275
(613,593,352)

169,117,029

15,641,694

(210,087,757)
93,242,251
{62,173,018)
201,956,592
106,039,095
{20,624,239)

108,352,024
(28,945,260

79,407,654

{12,153,754)
2,624,772
21,933,728
(120,370,399)
95,740,777

- {12,224,876)

67,182,788
126,670,378

193,853,166
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' KENYA REINSURANCE CORPORATION LIMITED

LIFE REVENUE ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2003

Total
2002
KShs.

238,928,197

238,928,197

(128,481,280)
(47,647,590)

(15,828,534

(191,957,404)

46,970,793
122,146,236

169,117,029
(17,875,684)

Super

Ordinary annuation

Note ~ KShs. KShs.

Gross premium 34,381,534 290,110,533

Less: Reinsurance - (63,234,148)

Net premiuvm 34,381,534 226,876,385

Claims incurred . (12,450,746) (105,009,391)

Commission (7,469,989) (63,001,770

Management expenses (1,106,990 (9,340,752)

{21,027,725) (177,351,913)

Underwriting profi , 13,353,809 49,524,479

Investment income 23(b) 12,651,471 106,701,883
26,005,230 156,226,355 )

Provision for taxation 21 (1,221,675) (10,308,465)

Increase in life funds 24,783,555 145,917,890

Funds at the beginning of the
year 443,715,159 919,400,386
Funds at the end of the year 468,498,714 1,065318.276

151,241,345

1,211,874,200

L
i

1,363,115,545



KENYA REINSURANCE CORPORATION LIMITED
GENERAL INSURANCE - FUNDED REVENUE ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2003
. H
"Marine ~ Aviatien 2%
KShs. KShs. KS

Gross premium 116,823,568 15,633,067 129,898,
Reinsurance (18,735,919) ' - {12,225,0
Net premium written 98,087,649 15,633,067 117,673,
Claims paid {42,388,741) (4,086,777) (48,259,6.
Commission (40,482,310) (2,240,886) (35,668,3:
Management expenses {12,690,989) (2,362,720) (18,103,5¢

(95,562,040) (8,690,383) (102,031,5.
Increase in funds 2,525,609 6,942,684 15,641,6
Funds balance at .
beginning of the year 130,741,889 31,146,633 146,246,8
Funds balance ot
end of the year 133,267,498 38,089,317 161,888,5

g

The Symbol of Reinsurance Service and Secu




KENYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

1. SIGNIFICANT 'ACCOUNTING POLICIES

al Basis of Preparation

The financial statements of the Corporation have been prepared in accordance with internafional

Financlal Reporting standards {IFRS) which comprise standards and interpretations approved

by the {ASB, and international Accounting Standards ond Standing \nterpretations Committee

- interprétations app'roved by the IASC that remain in effect. The financial statements have been
prepared on an historical cost basis, except for investment properties and avalloble for sale
financial assets measured at fair valve and held-to-maturity Investments measured at armortise
cost.

b) Change in Accounting Policy

The Corporation adopted I1AS 39 (financial nstruments; recognltion and measurement). Adoptic
of 1AS 39 involved the following change in accounting policy as detailed in that Standar
_ Changes in falr valve of available for sale financial assets are recorded as ¢ separate compone
of equity. Any impairment is transferred to profit and loss account. Previously, fair value gair
(losses) arising on investments held by the general business were processed through the pre
and loss account and that in respect of long term business dealt with in the life fund, Comparat
amounts have not been restated. - ‘

c) Underwriting Results
i) Genetral Insurdnce Business

Revenue is recognized to the extent that it is probable that the economic penefits will flow e
Corporation and the revenue can be reliably measured. The underwriting results for get
business are determined on an annual basis. The incurred cost of claims, acquisiﬂoﬁ costs
expenses of management are charged against the earned proportion of premiums, n
reinsurance as follows: . '

. Earned premiums are net wiitten premium for the year after accounting for unear
premivim. Unearned premiums represent that proportion of net premiums written
year that are attributable to future risks and are determined on the basis of 40%

premiums written. : -

. Claims incurred comprise claims paid in the year and changes in the provision for outst
claims. - Claims paid represent all payments made during the yean whetherarising
events during that or earlier yeadrs. Outstanding claims represent the estimated |

cost of settiing all claims arising from incidents occurring prior to the balance she
put not settled af that date. Outstanding glaims are computed on the basis of
information available af the time the records fot The period are closed and include p
for claims incurred but not reported {IBNR) In respect of Motor, Fire and Accident

calculated at. 5% of gross premium written less reinsurances.

. Acquisitlon costs represenﬂng commissions {net of commission receivable) are allc
the revenve accaunts as incurred in each class of business.




KENYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continved)
FOR THE YEAR ENDED 31 DECEMBER 2003

1.

i)

d)

SIGNIFICANT ACCOUNTING ﬁOLICIES (Continved)

" Long Term Insurance Business

. Management expenses are allocated in the ratic of premium written for each class of |

. The full annval premlum income Is recognised in respect of both individual and group |i
making provisions for policy lapses and other terminations on policy anniversary dat

. Claims arising are recognised on nofification.

. Expenses and commission are allocated to the Life Funds as incurred in the manage
long term insurance business.

®  The Life fund is assessed annually by the ‘Corporation's consulfing actuaries. Surpluses
are, on the advice of the actuaries either transferred to the prafit and loss or carried
in The life fund.

_Funded accounts - Marine and Aviation

The results for the marine and aviation classes of business have continued to be retaine:
respective insurance fund. The funds so created are subject to unsettled claiims and unexpit
and are reassessed annually to ensure that balances are adequate to meet these costs.

Computer Software Development Costs

Costs assoclated with maintaining computer software programmes are recognised as an exg
incurred. However expenditure that enhances or extends the benefits of computer software
thelr original specifications and lives is recognised as a capital improvement and addec
original cost of the software. Software development costs recognised as assets are cmortise
the straight-line method over a period of four years.

Inventories

Inventories are valued at the lower of cost and net redlisable value. Net realisable val
estimated selling price in the ordinary course of business, less estimated costs of completion
estimated costs necessary to make the sale.

Investment Properties

Investment properties are treated as long-term investments:and .are stated at fair valve, The «

have considered current prices of property W similar locations and condition of the im
property. Changes in their carrying value between balance sheet dates are adjusted thre
profit and loss account for assets attributable to the general business, and through the La
revenue account for assets attributable to the Long term business. -Previously, changes in.
value were credited to revaluation reserves in the shareholders equ_i,tyl "On disposal of an i
property, the difference between the proceeds and the carrying valve Is charged or cre
the profit and loss account for investments property held by short term business and fo the |
for investment property held by the long term business,




KENYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2003

1.

m)

'p)

q)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

. Foreign Currency Transactions

Transactions in foreign currencies during the year are converted into Kenya Shillings at rates

‘ruling at the transaction dates. Assets and liabilities at the balance sheet date, which are expressed

in foreign currencies, are transtated info Kenya Shillings at rates ruling at the balance sheet dgte.
The resulting differences from conversion and translation are dealt with in the profit and loss
account In the year in which they arise,

Bad and Doubtful Debts

Specific provision is made for all known debts. An estimate is made for doubtful receivables

. based on review of all outstanding amounts at the year-end. Bad debts are written off in the
‘year in which they are identified.

Taxation

Current taxation is provided for on the basis of the results for the year as shown in the financial
statements, adjusted In accordance wlth tax legisiation. Deferred taxation Is provided using the
liability méthoc!, for all temporary differences arising between the tax bases of assets and liabilities
and their carrying valves for financial reporting purposes. Deferred tax assets are recognised
for all deductible temporary differences, carry forward of unused tax losses and unused tax
credits to the extent that it Is probable that future taxable profit will be available against which
the deductible temporary differences, unused tax losses and the unused tax credits can be utilised.

Pension Obligations

The Corporation operates a defined benefits pension scheme for all its employees the assats of
which are held In trustee administered funds. The retirement plans are funded by payments from
both employees and the Corporation. ' '

The Corporation also contributes to o statutory defined contribution pension scheme, the National
Social Security Fund (NSSF). Contributions are determined by the local statute and are currently

limited to Kshs 200 per employee per month,

The corporation’s contributions to the defined benefits pension scheme are charged to the profit
and loss account in the period to which they relate.

Employee Entitlements

The monetary liability for employees accrued annual lelixg. entitlement at the balance sheet
date Is recognized as an accrued expense.

Dividends

Dividends are charged to equity in the year in which they are declared. Proposed dividends
are shown as o separate component of equity until declared.



KENYA.REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS {Continued).
FOR THE YEAR ENDED 31 DECEMBER 2003

1.

D

k)

SIGNIFICANT ACCOUNTING POLICIES {Continued)

Financial Assets (continued)
iy Unquoted investments are classifled as available-for-sale investments. They are carried «
fair value which is determined on the basis of net assets unless their value cannot be reliab
1
measured, In which case they are carried at amortised cost.

i)  Securities issved by the Kenya Government are classified as held -to-maturity investment
' They are carried at amortised cost (l.e cost plus accrued discount or interest) and ar
premium or discount is amortised through income, using the effective yield method.

Originated loans and provisions for loan impairment

Mortgages originated by the corporation through provision of houses directly to the borrowe
are categorised as loans originated by the corporation and are carried at omorhsed cost. A
mortgages are recognised when the house is sold to the borrower.

Specific provision is made against mortgages considered to be doubtful of recovery. The amour
of provision is the difference between the carrying amount and the recoverable amount, bein:
the present value of expected future cash flows including amounts recoverable from collaterc
discounted at the effective interest rates of the mortgages.

Revenue Recognition

Investment Income Is stated net of investment expenses and comprises of profit or loss on disposc
of trading investments, interest, rents and dividends. Income on investments held by the long terr

business Is token up In the long term revenue accounts. The revenue recognition criteria is o
follows: - ' : |

) Interest lncome

Revenue is: recognlsed as the mteresf accrues (tckmg Into account the effective. yleld on th
asset). "

ii) Dividends

Revenue is recognised when the shqreholders right to recelve the poyment Is
established.

i) Rental Income

Rental income arising on investment properﬂes is accounted for on a straight-line bcsls ov
the fease term on ongoing leases. N
: 'I'-l;"‘-
Cash and cash equivalents

Cash and cash equivalents are defined ‘as cash on hand, demand deposit and short-term high

liquid investments readily convertible to known amounts of cash and subject to insignificant risk

chenges in value.




' PREPAID LEASE RENTALS

 REINSURANCE CORPORATION LIMITED
‘1O THE FINANCIAL STATEMENTS (Continued)

THE YEAR ENDED 31 DECEMBER 2003

2002
KShs.
Balance brought forward (net) 13,263,158
Amortisation (157,895)
Net book value at 31 December 13,105,263
Prepaid lease rentals relate to the cost of leasehold land
INTANGIBLE ASSETS
Additions -
Amortisation -
Net amount at 31 December -
GOVERNMENT SECURITIES
Securities maturing: _
Within 91 days 354,954,044
After 91 days 34,950,000
After one year - five years 791,961,931
1,183,865,975

Treasury bonds amounting to KShs 428,050,000 are held under lien by the commissicner
of insurance.

AVAILABLE FOR SALE - FINANCIAL ASSETS 2002

: KShs.
i) Quoted Ordinary Shares

At 1 January 2003 370,856,837

Fair valve gain
Additions
Disposal of shares

Investment in Unquoted Shares.

These relate to general business and the
movement during the year s as follows: -

At T January 2003
Fair value losses

End of Year

The directors are of the opinion that the
abeove shares would, if sold, realise not
less than the amounts at which- they

are stated.

Total available for sale: financial instruments

173,808,743

(20,638,787)

524,026,793

150,982,630
(458,421)

150,524,209

674,551,002




KENYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continved)
FOR THE YEAR ENDED 31 DECEMBER 2003

7. LOANS SECURED BY MORTGAGES ON REAL PROPERTY . 2002
' KShs,

Mortgages Maturing: :
Within [ year 55,627,509

In 1-5 years 111,255,018
After 5 years 41,529,207

Gross mortgages 208,411,734

Classified into:
Staff mortgages

, 157,608,644
Commercial mortgages

50,803,090

208,411,734

Less: Maturing within one year {Note 11) {55,627,509)

152,784,225

8. INVESTMENT PROPERTIES

4,205,991,473

Fair Veaiue Amount

i) These comprise of office building held to earn rentais and capital appreciation and land
acquired for development of office property and housing projects.

e e e e

The valuation of investment properties was last carried out by Tysons Ltd professional independent
valuers as at 31 December 2000. The basis of valuation was open market value. The fair value
l losses arising from the revaluation were charged tfo the profit and loss account.

i) Included in investment properties is an amount of KShs.200,000,000 representing the value of LR
No.12236. This property is currently the subject of a court case by third parties, arising from which
the court has ruled that the corporation remains the registered owner but is restrained from disposing
the'-property in any menner unti} the third parties case is concluded. Legal opinion indicates that

o about 25% of the property may have to be surrendered should the court rule against one of the

i third parties, : :

?. INVENTORIES 2002
KShs.
Housgs available for sele 602,782,593

The Symbol of Reinsurance Seg



ENYA REINSURANCE CORPORATION LIMITED
JOTES TO THE FINANCIAL STATEMENTS (Continued)
R THE YEAR ENDED 31. DECEMBER 2003

AMOUNTS DUE FROM CEDANTS & REINSURERS . 2002
’ KShs,
Local companies 282,615,685
International companies 201,461,810
_ . : 484,077,495

Less: provision for bad & doubtful debts (183,835,250)

300,242,245

SUNDRY DEBTORS

Mortgage arrears

105,034,610
Rent lurreal"s 31,533,728
Privatisation- casts 128,617,856
Other debtors : 446,232,801
Interest recelvable on deposits . 2,106,296
Mortgage Loans maturing within one year (Nate 7) 55,627,509
369,152,800
SHARE CAPITAL
Autharised, issued and fully paid:
100,000,000 ordinary shares of KShs.10 each 1,000,000,000
RESERVES
Revalvation reserves 62,601,109
Fair value adjustment on quoted investments -
Capital reserves 10,784,528
Contingency reserves 49,621,244
123,006,881




KENYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Confinved)
FOR.THE YEAR ENDED 31 DECEMBER 2003

14. STATUTORY AND GENERAL FUNDS 2002

. Kshs.
:"a)1) Statutory funds

~ Ordinary life fund 443,715,159

~ Super annuation.. 919,400,386

At 31 December 2003 1,363,115,545

* The statutory funds, which comprise Ordinary Life Fund and Superannuation Fund, were established
in respect of its long-term business as required under Section 45 of the Insurance Act. Income arising

- from the investment of the assets of the statutory funds is credited to and forms part of these funds.
Transfers from the statutory funds to the profit & loss account are made on the recommendation of
the Actuary. The latest actvarial valuation of the life fund was carried out by NBC Kenya Consulting
actuaries as at 31" December 2003 and according to the valuation, the fund had a surplus of KShs
680,148,382.. No transfer has been made from life fund to the profit and loss account.

ii) Actuarial liability -

Class of business Sums at Risk Annual office Actuarial
Premium ' Liability

KShs, KShs. KShs.

Ordinary Life Business 5,501,000 124,144,000 . 12,072,055
Group Life Business 60,347,000 245,788,000 122,894,247
Treaty Business _ 1,986,000 16,279,000 8,139,372
Supplementary Benefits 6,663,000 " 14,675,000 7,337,279
AIDS Reserve - Com 425,070,064
Claims EQUaliscﬁon' Reserve - - 18,298,273
Contingency Reserve - - 259,857,318
Totai ‘ 74,497,000 300,886,000 853,668,608

iil) Actuarial valuation

Liabilities : KShs. © Assels : KShs.
Actuarial Liability 853,668,608 Life Fund. 1,533,816,990
Surplus 680,148,382 ) ' -
' 1,533,B16,990 . , 1,533,816,990

b) General fund 2002

KShs.

Marine 130,741,889
Aviation 31,146,633
' 161,888,522

The fund represents a reserve maintained within the short:term business and does not constitute a
statutory fund. ' '
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YAiliéiNsuamc'E CORPORATION LIMITED
OYES TO THE FINANCIAL STATEMENTS (Continued)
THE YEAR ENDED 31 DECEMBER 2003

2002
KShs.

15.. OUTSTANDING CLAIMS

. Provision for Outstanding Claims

2,078,125,933

UNEARNED PREMIUMS

Unearned premiums 394,224,116

DEFERRED TAX

Excess of wear and tear tax allowance over depreciation 17,784,896
Other temporary differences 28,782,477
46,567,373

BANK OVERDRAFT

The Corporation has an overdraft facility with Kenya Commercial Bank of KShs.15,000,000. The facility is
secured by a lien over fixed deposits of KShs. 20 million. The weighted average interest rate during the
year was 5%.

DIVIDENDS PAYABLE 2002
KShs. -
At 1 January 2003 120,000,000
Provision during the year ' -
At 31 December 2003 120,000,000
Proposed. dividends 50,000,000
Dividend per-share (KShs) 0.5

{i) -A final dividend of KShs 1.00 per share (2002: KShs 0.50} has been proposed and the amount has g
. been shown as o separate component of equity at 31 December 2003.

(i) Dividend per share is arrived at by dividing the total dividends by the number of shares in issve at the
balance sheet date. o ‘ ;

'AMOUNTS DUE TO REINSURERS AND CEDANTS

2002

KShs, -
Due to cedants 315,695,669
Due to Reinsurers 534,863,860

850,559,529
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ENVA REINSURANCE CORPORATION LIMITED
OTES TO THE FINANCIAL STATEMENTS (Confinued)
EOR THE YEAR ENDED 31 DECEMBER 2003

TAXATION

_ d)‘ Balance* sheet

Balance brought forward

Charge for the year - General Business
- Life Business

Paid during the year

b) Profit & loss account

Current tax at 30% on the taxable profit for the year:-

Revenwe account
Deferred tax (credit)/charge

Under provision in prior years

" Life account

¢} Reconciliation of the tax expense

2002
KShs.

22,928,858
54,879,023
17,875,684
(28,945,260)

66,738,305

48,862,621
12,828,236

61,690,857
6,016,402

67,707,259

17,875,684

The tax on the general profit before tax differs from fhe theore'ﬂcul amaunt that would arise using

the basic 1ux rates as follows: -

‘Accounting profit before: taxation

Tax applicable rate of 30%
Tax effects of; -

Tax effects on items not deducted for tax

" Originating and reversing fempordry dlfferences
(Over)/under-provns:on in prior years

SUNDRY CREDITORS

Investment creditors
Accrued leave pay
Other creditors and accruals

2002
KShs.

319,370,571

95,811,171

26,704,411
(60,824,725)
6,016,402

67,707,259

98,471,174
9,874,917
169,568,926

277,915,017

The Symbol of Reinsurance Service and Security



24,

- o5,

“REINSURANCE CORPORATION LIMITED
TO THE FINANCIAL STATEMENTS (Continued)

R THE YEAR ENDED 31 DECEMBER 2003

3 'a’)

b)

The following items have been charged in arriving at profit

INVESTMENT INCOME

General Profit & Loss Account

Change in fair value of quoted shares.
Loss on sale of houses

Rent A

Interest

Dividends

Gain on sale of shares

Other Income

Apportioned Management Expenses

Long Term Insurance Business Investment Income

Rent
Interest

PROFIT BEFORE TAXATION

before tax:

Depreciation .
Amortisation of leasehold land
Amortisation of intangible assets -
Salaries and wages- _
Pension costs-defined benefits plqn
Social security costs

Auditors’ remuneration

" Directors' emoluments

Earmngs per share is calevlated by dividing the profit after tax b

And after crediting: -
Interest Income
Dividend Income

Gain on sale of equity shares

Gain on disposal of property 8 equipment

-

EARNINGS PER SHARE

shares in Issue during the year.

2002
KShs.

173,808,739
(61,505,490)
176,265,728
83,556,703
45,954,108
1,294,941
19,751,618
(96,058,837)

343,067,510

30,518,670
91,627,566

-

122,146,236

55,956,946
157,895

143,825,456
11,547,803
247,000
2,700,000
6,307,000

83,556,703
46,585,760
1,294,941 -
12,551

¥ th& average number of ordinary
1A%
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" sheet amounts:-

éNYA REINSURANCE CORPORATION LIMITED
OTES TO THE FINANCIAL STATEMENTS (Confinued)
OR THE YEAR ENDED 31 DECEMBER 2003

| CASH AND CASH EQUIVALENTS -

Cash and cash equivalents included in the cash flow statement comprise the following balance

2002
KShs.
Cash and bank balances 40,346,384
Short term deposits 157,580,561
‘Bank ovgrdruﬂ (4,073,779}
193,853,166

CAPITAL COMMITMENTS
Authorised & contracted for 23,100,000
Approved but not contracted for 11,210,000

-

CONTINGENT LIABILITIES

The Corporation has issued guarantees to various third parties amounting to KShs 1 A97,000 (2002: KShs
620,000}.
The Corporation is a defendant in legai suits relating to third parties and a former employee with an

~ estimated potential liability. of KShs 2,384,799. No provision has been made in these financial statements

as the directors are of the opinion that the liability will not crystallise.

RELATED PARTY TRANSACTIONS
The corporation has various related parties, most of who are by virtue of being shareholders and partly
common directorships. The other related partiesinclude staff of the corporation. The following transactions
were carried out with related parties: - :
. a) Directors and staff
i} Transactions with Directors
The executive members of the Board of Directors received remuneration totaliing KShs. 6,279,000

(2002 — KShs. 4,675,000). The non —executive members received fees totaliing KShs. 1,860,000
{2002 — KShs. 1,632,000).

Hi"-

200;
KShs

i) Loans fo staff 157,608,564

interest income on these loons was KShs, 7,846,420 (2002- KShs. 8,838,814).

The Symbol of Reinsurance Service and Se



ENYA REINSURANCE CORPORATION LIMITED
OTES TO THE FINANCIAL STATEMENTS (Confinued)
A¥'LOR THE YEAR ENDED 31 DECEMBER 2003

30. RELATED PARTY TRANSACTIONS (Continued)

1ii)

Loans to Directors 2002

KS5hs.

- Loans to ex-directors -
Loans to existing directors 5,420,867

5,420,867

Interest earned on these loans was KShs, 608,116 (2002 ~ KShs. 271,043). Loans to staff and
directors are secured by mortgage on real property and interest Is charged as per the terms of
confract. '

Transaction with relafed companies 2002

KShs.
Net premium written 24,266,040
Claims incurred 14,246,980

General insurance policies faken out by related parties are at arm’s length and in the ordinary
course of business at terms and conditions similar to those offered to other clients,

Qutstanding baiances with related parties in respect of underwriting business: -

2002
KShs.

Amounts due from related parties 3,817,924

Amounts due to related parties

31. SEGMENT INFORMATION

The core activity of the corporation Is carrying out general and long-term reinsurance buslness. It also
carries out investment business. Thus the corporation’s activities could be organised Into two business segments,
namely reinsurance and investment business. :

The information on reinsurance business i.e general and long-term is disclosed in the general business and .
funded business revenue accounts. The revenve accounts are part of the primary financial statements while
information on the investing activities is shown in note 23 to the financial statements.

Nk

LR



ORPORATION LIMITED
SINGIAL STATEMENTS (Continued)

21y

or&#on in its normal trading activities receives claims from ceding companies however it does not maintain
Jrces to meet these needs since from experience, premium collections and investment maturities can be
o meet settlement requirements. The Corporation has undrawn borrowing facilities to cover unexpected

wp to 1 1-3 3-12 1-5 Over 5
Monih Monihs Months Years Years Toial
\ KShs KShs KShs KShs KShs KShs
N eberty & Equipment . - - - . - 283,007,611
eqse - . - - 12,947,368 12,947,368
ble Assets - - - 4,988,214 - 4,988,214
.nt Securities - 429,986,111 162,031,194 904,572,143 - 1,496,589,448
for Sale - - 490,174,549 904,639,170 - 1,394,813,6
cured by
s on Real
: - - . 129,782,060 90,017,894 219,799,954
astment Properties - - - - 4,205,991,473  4,205,991,473
"& Bank Balances39,681,300 - . - . 39,681,300
Term Deposits - 251,210,429 - - . 251,210,429
' . - - 446,703,259 - 446,703,259
nts due from ‘
ants & Reinsurers . - 352,318,527 . - 352,318,527
- - 246,872,400 - - 246,872,400
39,681,300 681,196,540  1,251,396,670 2,390,684,786  4,308,956,735 8,954,923,642
quity, Long-term
Funds and liabilities
hareholders Funds ' - - . - 4,030,538,032  4,030,538,032
. - - - 1,533,816,990 1,533,816,990
. . . - 171,356,815 171,356,815
utstanding Claims - - - 762,048,845 1,316,077,088 2,078,125,933
rmed Premiums - . - - 444,670,857 444,670,857
erred Tax . : ) - . 4,555,968 4,555,968
ividends Payable - 120,000,000 - - - 120,000,000
Reinsurers and Cedants . . 83,399,697 129,939,387 . 213,339,084
- 135,018,610 - - - 125,018,610
undry Creditors . - 143,000,000 80,501,353 - 223,501,353
Total Equity Long-ferm :
Funds and Liabilijies - 255,018,610 226,399,697 972,489,585 7,501,015,750 8,954,923,642
Net Liquidity Gap 39,681,300 426,177,930  1,024,996,973 1,418,195201  (3,192,059,015) 0

- Corporation,

LS

The maiching and controlled mismatchin

g of the assets and liabilities Is fundamental to the management of the
It is unusual for reinsurance companles to be completely matched since business transacted is-often of
uncertain terms and of different types. Unmatched position potentialiy enhances profitability,
risk of losses, The maturities of assets.and liabilities are important factors in asse
and its exposure to changes in interest rates and exchange rates,

but can dalse increase
ssing the liquidity of the Corporation
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A REINSURANCE CORPORATION LIMITED
s TO,THE FINANCIAL STATEMENTS (Confinued)

C oi’poration is exposed to the effects of fluctuations In the prevailing levels of market interest rates. Any unexpec
ments may result to gains or losses. The table below summarizes the exposure to interest rates on the Corporati
ssets and liabilities {at carrying amounts), which are categorized by either contractual repricing or maturity dates.

27,012,584

1-3 3-12 1-5 Over 5 Non Interest
Months Months Years Years Bearing T

ssets Kshs. Kshs. Kshs. Kshs. Kshs. ! K:
Property & Equipment - - - - 283,007,611 283,007,
Prepaid lease . - - - 12,947,368 - 12,947,
Intangible assets . - - - 4,988,214 4,988,
Government Securities 429,986,111 142,031,194 004,572,143 - - 1,496,589,
Available for Sale
Financial Assets - - - - - 1,394,813,659 1,394,813,
Loans secured by mortgages
on Real Property : - 129,782,060 90,017,894 - 219,799,
Investment Property ~ - - ; - 4,205,991,473 4,205,991,
Cash & Book Balances _ - - - - 39,681,300 39,681
Short Term Deposits 251,210,429 - - - - 251,210,
Inventories _ - - - - 446,703,259 446,703
Amounts due from Cedants
& Reinsurers . . . - 352,318,527 352,318
Debtors - - - - 246,872,400 246,872
Totul Assets 681,196,540 162,031,194 1,034,354,203 90,017,894 6,987,323,811 8,954,923
Equity, Long-term
Funds & Lliabilities
Share Holders Funds - - - - 4,030,538,032 4,030,538
Life Funds - - - - 1,533,816,990 1,533,816
General Funds - - - - 171,356,815 171,356
Outstanding Claims - - - - 2,078,125933 2,078,125
Unearned Premium ° - - - - 444 670857 444,670
Deferred Tax . - - - . 4,555,968 4,555
Dividends Payable - - - - 120,000,000 120,000
Amounts due to Reinsurers
& Cedants - : - - - 213,339,084 213,339
Tax Payable | - 135,018,610 - . - 135018
Sundry Creditors - .- - - - 223,501,353 . 223,501
Total equity, long-term |
funds and liabilities - 135,018,610 - - '8,819,905,032 8,954,923
Interest sensitivity gap 681,196,540 1,034,354,203 "% 90,017,894 (1,832,581,221)




SURANCE CORPORATION LIMITED
HE FINANCIAL STATEMENTS (Confinued)
AR ENDED 31 DECEMBER 2003

URRENCY RISK

p aﬁon operates within and outside Kenya and its transactions in foreign Currencies are converted into Kenya
“at rates ruling at the frunscchons duies while its assets and liabilities- at the Balance Sheet date which are

in foreign currency are trunsluted l'nto Kenya Shillings at rates rullng at that date. The various currencies to
e Corporation was exposed at 31 December 2003 are summarized in the table below.

KShs. uss. OTHER TOTAL (KShs.)
y & Equipment 283,007,611 - - 283,007,611
Lease 12,947,368 - - 12,947,368
4,988,214 . - 4,988,214
rniment Securities 1,496,589,488 - - '1,496,5;89,448
able-for-Sale financial Assets 1,394,813,659 - . 1,394,813,659
Secured by Mortgages
219,799,954 - . 219,799,954
vestment Properties 4,205,991 473 - - 4,'205";9]'473
h & Bank Balances 11,867,841 23,695,941 4117,518 39,681,300
hort Term Deposits 28,087,758 147,489,364 75,633,305 251,210,429
ventories 446,703,259 - - 446,703,259
mounts Due from cedants & _
‘Reinsurers 226,695,695 125,622,832 . 352,318,527
undry Debtors 246,872,400 - - 246,872,400
Total Assets 8,578,364,720 296,808,139 79,750,823 8,954,923,642
A}
Equity, Long-term Funds
& Liabilities
Shareholders Funds 4,030,538,032 : - 4,030,538,032
Life Funds 1,533,816,990 . . 1,533,816,990
General Funds 171,356,815 . . 171,356,815
: ”‘Outstunding Claims - 1,612,028,440 . 466,097,493 - 2,078,125,933
| Uneamed Premiums © 344,936,780 99,734,077 - 444,670,857
Deferred Tax 4,555,948 - - 4,555,968
Dividends payable 120,000,000 - - 120,000,000
Amounts due to Reinsurers & Cedants 151,271,274 53,538,896 8,528,914 213,339,084
;t:dl:uyéblz 135,018,610 - . 135,018,610
y Creditors 223,501,353 - . 223,501,353
- Total Equity, Long-term )
| Funds & Liabilities. 8,327,024,262 619,370,466 8,528,914 8,954,923,642
i Sensitivity Gap 251,340,458  (322,562,327) 71,221,909 0
1‘ -

. :
In the opinion of the Directors, the Corporation's forei
its adverse effects and there is no risk arlsing from

gn currency exposure has heen udequately managed to mmlmlze
foreign currency transactions.




KENYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
THE YEAR ENDED 31 DECEMBER 2003

34 CURRENCY RISK

Tﬁe Corparation operates. within and outside Kenya and its transactions in foreign Currencies are converted i
Shillings at rates ruling at the transactions dates while its assets and liabilities' at the Balance Sheet date
expressed in foreign currency are translated into Kenya Shillings at rates ruling at that date. The various cu
which the Corporation was exposed at 31 December 2003 are summarized in the table below.

KShs.

ASSETS Us$. OTHER TOTAI
Property & Equipment 283,007,611 - - 28:
Prepaid. lease 12,947,368 - - 17
Intangible Assets 4,988,214 - - .
Government Secutities 1,496,589,488 - - 1,49¢
Available-for-Sale financial Assets 1,394,813,659 - - 1,39«
loans Secured by Mortgages
" on Real Property 219,799,954 - . 21¢
" Investment Properties 4,205,991,473 - - 4,20!
"Cash & Bank Balances 11,867,841 23,695,941 4,117,518 3¢
. Short Term Deposits 28,087,758 147,489,366 75,633,305 25°
Inventories 446,703,259 - - 44¢
“Amounts Dve from cedants &
Reinsurers 226,695,695 125,622,832 - 35:
Sundry Debtors 244,872,400 - - 24¢
Total Assets 8,578,364,720 296,808,139 79,7_50,823 8,95
Equity, Long-term Funds
& Liabilities
Shareholders Funds' 4,030,538,032 - - 4,03(
Life Funds 1,533,816,990 - - 1,53
General Funds' 171,356 815 - - 17°
Qutstanding Claims 1,612,028,440 466,097,493 - 2,07t
Unearned Premiums 344,936,780 99,734,077 - 44,
Deferred Tax 4555968 - - .
Dividends payable 120,000,000 . - 121
Amounts due to Reinsurers & Cedants 151,271,274 53,538,896 8,528,914 21
Tax Payable 135,018,610 - - 13:
‘Sundry Creditors 223,501,353 - - 22
Total Equity, Long-term ‘ )
Funds & Liobilities. 8,327,024,262 619,370,466 8,528,914 8,95
kR 2
* Sensitivily Gap 251,340,458  (322,562,327) 71,221,909
In the opinion of the Directors, the Corporation's foreign currency exposure has been adecuately muncged t
its adverse effects and there is no risk arising from foreign currency transactions.
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KEHYA REINSURANCE CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
'EOR THE YEAR ENDED 31 DECEMBER 2003

COMPARATIVES

_Where necessary, comparative figures have been adjusted to conform to changes in
presentation in the current year

CURRENCY
These financial statements are- presented in Kenya Shillings {(KShs.)

EMPLOYEES

b

The number of employees for the Corporation during the year was 101 (2002: 102)

INCORPORATION

The Corporation [s incorporated in Kenya under the Compuanies Act.

e L T L m— T
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TREATY AND FACULTATIVE PREMIUM INCOME FOR THE YEAR 2002

DETAILS ,_"_wm. . ACCIDENT MARINE AVIATION MOTOR LIFE TOTAL
KSHS KSHS KSHS KSHS KSHS KSHS KSHS

. <

-~
Facuitative 32,592,926 1 mbﬂ.nn_ 26 - - - 48,262,122
Local Inward 425,167,239 466,385,405 85,532,107 3,821,672 154,359,219 | 236,052,654 1,373,318,296

Treaties

Direct Ins/ 1,236,969 - - - - 2,875543 4,112,512
Mortgages , . '
International 203,657,590 21,698,581 28,542,949 1 o..owm.mﬂo - wmw.w.wq\.oom.

Inward Treaties

9,359,100
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TREATY AND FACULTATIVE PREMIUM INCOME FOR THE YEAR 1999

DETAILS FIRE ACCIDENT MARINE AVIATION MOTOR LIFE™ TOTAL
KSHS KSHS KSHS KSHS KSHS KSHS KSHS

Facultative 20,783,482 18,977,675 4,883,053 - - . 44,644,210

Local Inward 379,325,216 415658918 | 58,471,518 35916 145,973,854 | 214,685,193 | 1,214,150,615

Treaties

Direct Ins/ 1,522,029 497,322 - - 50,619 2,516,831 4,586,801

Mortgages . -

International 209,235,180 11,053,278 - 4,426,831 - 244,451,482

Inward Treaties

19,736,193




TREATY AND FACULTATIVE PREMIUM INCO

ME FOR THE YEAR 2000

Inward Treaties

The Symbol of Reinsurance Service and Security Worldwia

DETAILS FIRE ACCIDENT MARINE AVIATION MOTOR LIFE ._.WW.S_.
KSHS KSHS KSHS KSHS KSHS KSHS KSHS

Facultative 1,266,623 {23,344) - - - - 1,243,279

Local Inward 307,698,748 254,130,423 56,934,817 - 79,902,170 mmm.ﬂoopmo 921,426,338

Treaties

Direct Ins/ 583,417 384,180 - - (18,092) 4,879,556 5,829,061

Mortgages

International | 125,427,646 65,577,444 22,666,500 3,570,858 40,890,320 - 278,132,768
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._.Nm.>._..<. AND FACULTATIVE PREMIUM INCOME FoRr THE YEAR 1997

~

The Symbol of Reinsurance

i

DETAILS FIRE ACCIDENT MARINE | AvIATION MOTOR UrE {“°  toraL
KSHS KSHS KSHs KSHs KSHS KSHS KSHs
* Facultative 2,270,551 . 4,080,114 288,750 - . - 6,639,415
.53. Inward 339,083,926 B_w.wmw.ﬁu 56,184,520 - 95,382,656 | 127,402,034 840,810,879

. Treaties . . ’ ;
Direct Ins/ 1,597,409 687,797 - - 2,437,199 3,427,250 8,149,655

. .Kolnoaom

.1!...,5:3.“__ 31,941,422 7873036 | 1 1,323,403 2,805,386 1,233,800 - . 55,177,047

Inward Treatie , _

Service and Security Worldwide




TREATY AND FACULTATIVE PREMIUM INCOME FOR THE YEAR 1996

DETAILS FIRE ACCIDENT MARINE AVIATION MOTOR LIFE TOTAL

KSHS KSHS KSHS KSHS KSHS KSHS . KSHS
F

Facultative 246199211 2,525,274 2,496,386 11,234,191 - - 40,875,761

Lecal Inword 330,350,863 202,064,033 72,827,746 - 89,384,794 1 ow.oomnwu 7 887,625,953

Treaties '

Direct Ins/ 1,345,014 427,247 - - 1,512,956 2,474,860 5,760,077

Mortgages

International 26,915,819 8,083,000 10,071,652 4,517,363 1,207,814 - 50,795,648

Inward -Tredfies

The Symbol of Reinsurance Service and Security Worldwiqg




