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Pan Africa Insurance Holdings Limited

Annuat Report and Accautts 2002

five year group review

2002 200t 2000

Profit and lass accounts {Shs Millions) 1999 1998
Cirvestrment ncome 70 20 59 78 92
Pre-tax (loss)/profit (&) (158) (54 &8 126
_ossiprofits stiributaile to shareholders (165} {102) {85) 30 73
D roposod Dividands - - - 12 22
Long term insurance business
Gross promium income 8600 473 245 228 R4
Netprermiurn income 402 A21 243 218 176
Irvestment incorme 153 T8 12 1004 o9
Policy-holder bhencfita paict 2m 155 16 a6 62
Maragement expensas 58 132 114 125 11
Life furcd 184 1012 866 B34 77
General insurance business .
Gross pramiue Ncormes 454 . . Bga faloict 538 £524
Net earned promium 200 - 204 329 244 313
Claims incurred TATE L 198 206 256 185
Clairns paid 136 . 176 223 198 161
Mariagenant expensss 17 134 s 110 84
Urdenariting koss (47 : (156) (113) (23) s}
Balance sheet .
Shareholder's funds (restatecd) 40 589 1,279 936 683
Share capitsl 240 240 240 120 55
Totsl assets restoted) 2,754 2,672 3581 2,755 2348
Key ratios
Basic (Ios;é] Jferrmings oer share (KShs) (0.8_3)' . {317) (1.46) 117 5.30
Dividend per share - ' - - (ORs18] 1.75
Cividora conver [himes) - - - 230 2310
Merket capitalization at year end 33600 629,00 59800 54800 39500
Company share prices at the NSE
High (KShs.) 13 ) 14 o7 55 5o
Loy (KShs.) 7 0 7 25 23
Share price atyear end (K3Hs.) 7 13 il 27 25




oo

. odw
O -

B . i 4

.

*2910A28
AIMosN)
o yov)d amwygrodw
Y} 29 0F 32MNI02 Buvdwos

M} 40} s10} Jo waav Ty 2y

»




Pan Africa Insurance Holdings Limited
Annual Report and Accounts 2002

board of directors

JPMN Simba

L Appointed tothe board on 7A12/2001
- Appoirfed Crairmason 11/03/2002
. ‘Parirer, Sima énd Sirbaicdvoratos
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‘:/Ar\{]A;,AG/‘“‘\ (A . R
Ex utlve Director - Pan Afmca ifes
AQHJI’&I’\CP Liry iteg o "
Agpoirted fo tne oara o0 ?f 272000
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8 Arch MAAK(A) . F WSA
HPFIQTPFFﬁ?\VCﬁEtECt - Appinted o Lhﬂ bo;ud B
Appointad to e hoard o /ﬂ:/"OOfl - FP8/AF2000 -

Director - Triad Architects Director - Afr ic;a._xj Life Asauranco

S Conwany Lmited

JM Kituri,

BG Patel

Appoired 15 +he bOan’d on ﬁf?fxoo*
Maraging : to'r -

Transgortd St <

A Van Heerden, -

BAcC.fHons), CA (SAI™ 1
Aopointad tthe boand o A8
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Dlirector - Reiancs IngUrance
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Director - East Africa Reinsurance
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report of the directors

I hea directors subnt thair repart togethvjr withs the audited
fnancial statements for the vear ended 31 Docomber 2002
which disciose the state of affairs of the Group and Cormpany,

INCORPORATION
Thie Compdry is incorporated in Kerya under the Companios

Act andis dormioied in Kerya.

The narma of the company has been chandged from Par
Africa nsurance Cornpany Limitas to Pan Africa nsurancs
Holdings Limited with effect frorm st January 2002,

PRINCIPAL ACTIVITIES

The grous undenarites allthe classes of gencral andlong termn
insLrancs business as defired by the insurance AcLCAI 487),
with the exception of aviation, bond imvestmart and industrial
life: assLrance.

BESULTS AND DIVIDEND

The net loss for the year of Sns35.614,000 (2001
Shs. 162,285,000) has been added o retained sarmings.
The diractars do not recormasrd the pavment of & dividerd.

EVENTS AFTER THE BALANCE SHEET DATE

Early in e yvear, the Company commencadt negaotiations 1o
consolivate its General Insurance SBusiness with that of Apollo
raurence Limitard. The board gave its approval for this process

o 18ih February 2003, suhisct to oblaining snarehaider
aporoval and the approval of the varicus rogulstony authoriiies.
Tre process s expactad 1o be concludad in the second Mall of
the year.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The group's activities expase i o a variety of firancial risks,
nciuding uncenaritingrisk, creditrisk and the effects cfchanges
in debt and equity markat prices, and interest ratez. The
group's overdl risk management programime focuses on the
identification and rranagement of ricks and $ocks 1o minimizs
polential adverse effects on it financial pesformarce.

The group's risk menagement palicies irdiude the use of
undenawriting guidelines and capacity imits, reinsurance
dlarring, credit policy governing the acceptancs of clients, and
celined critera for the approval ofirtermediaries &nd reinsurars,
nvestiment palicies arsin clace winich el manage liquicily, and

seek to maximize returm within an acosctasle lovel of riglk.

DIRECTORS

The Directors who held office durdng the yeer and 1o the date
Of [His repart were:

JPN SErica - Charman

AD Graenwood - Execltive Diroctor

ON Lacey - Acting Chief Executive (stormate direcion
JA Burbiddos

N Gitoho

WA Jack

SR KU

BC | atel

AMan Hearden

i accordancea with the Compary's Articies of Assooiation,
Messrs BC Patel and I Kitur retire oy rotation and, being
gligicle, offer themgelves for re-cioction,

AUDITORS

The Compay's auditons, FricewaternousaCoanars, continuies
in office in accordance with Sgction 159(2) of the Companies
Aot

g e

Y
AD Greenwood
Exccutive Direclor
144 April 2002
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chairman's report

JPMN Simba
Chairman

ECONOMIC ENVIROMNMENT

l'ro Weryen sconomy has oxpererced severa. years of
SOt R IOrTTANSS, B0 TS A wame TP St waar
TR monr DetormEance wad & direct resut of igw vaslor
corficencs. ack of suopct rom The countey's Ceveloorrant

TETNETE, SPTEe

e oheecLent T 2 NEw governmiset

Pooyrirfrastrectres aro e = inacisuste Sunny

Yy alss payed s Dig oarl i ine noor econarmic

oFf eircir

e

Asarssfiolirossfactons. e ecnrnion iy mgittersua mrarning

gromen rate of 07 % cormpared o 1.2% registeraa i 2001 The
FTIC Rl GrOWAR IS ATNNUEDE 1 8N miner of Tactons, armong
Tom the continued dechine In Nisrest ratos, which afier
peaking &t % im Dacarrbe 2007 sid (0 8% by Decernber

2002, an welk gn mnroved earings frorr thig FoLrisr i secon

Tira Kenyar shiling zlse proved reg t against maior

international currencies ard, Cousied with & Tairly 1ove rate of

nflation et goed rains, hened o onsurs el the prices of

basioecmmodiiesramained steadly. The muronasing Do of

mrost pecolks however, romained lowe g aresult of J CIors
atlined sarfor, and these pogtive asoens of Ihe eoonomy
nadt it gonficant positve affect o0 the county's overal

BoCNomis porfarrrance
Challenges for the New Governmennt
The new gevernment was eecled or a pletion of draslic

charge in the managermert of the country’s alfgins with the
airr of miproving the ives of Kervans, 58% of wihom live

el thig Govey e, Much of the prasisad St armgs wil anbal

ey expenditure Dy 2 governiment thatis already reeling o
T arrcuriling to nearty LS $ 1 Rilion or close to

0% of e oounitny's Groes Domestc Praduct (S0P, The et
affact Of iolermaniing he expengys DUt necessary ororized

oL one o

changas wil bethat ine currant vesr wil be a very

e QUvErIrneTt &0 orivele sentor atka.

Frae paimany ecucation has araacky been oifaectad and, whie
it goverrment Nas heen universally praiced for i, iho st

was not ongiraly orovded 120 0n s vears Dudigot wil

relize fhe Gover mIent's exoeniditune o the sechor T nesrty H0%

ot de recorent uddget. The goverrrent's comimitment and
pront acton hos teen widely acolsimed. Tnis nas enalledt

CAADITICTIE L U Gt Asgistarica v bt Gilatsra! &l moitis e’

s

rralars outiorenks and Righ chld mortsiy reios are exp
o rensve & sudstential shars o e governirent's Budpelany
Il

o

s, Tnsisgde of AIDS s already recsiving aitentinn

i
E=]

1
H

WEMS TG Lour s gonear, wWhils rodlaria ana Figh ehic fror ittty
metes are g acdoressed &t rinisional level The oy issle of
adsguate nousing i mainyy belng gddressed trough sxerme
mvestors & e miniziny coneermed has nietusd o orovick
=, plans are wel advarcss

150,200 revww Urins per veesr N adnl

WO DG eOE LIS U DEr TDSTTIES,

The cuuniry's cllacicatod infrast uctuns s Powever expecled o
“ake elargest sha e of govermmert's developmori exper iture,

Soecs rehvays ard Eecom T uninations e i wrgert reos of

renalr wr total reconsiructon. Thens s & ot of ot
the comcernad minstries 16 eddreas this chiallence, Whiie the
astronorrical aost of usgrading the infrasiructure 8 linay 10
delay rrglemertalion, bettar managemsnl and malienacs
o the faciities i placs shouid Le ermphasized i fut e i ondar

C gvioic! fhe Qunrent Situation winere newgiect 18 novy leadding to
colozzal furds Deing spent.

The enerngy Sector is also in Lrgent reed of revicw. For a rumber
af yaars now, Kenyars have nol hed adaguate or aeffordaic
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.

Notice is heretuy given 1hat ths S84 annua gemeral meeling of
M Cornpany will e haid orn 15th Juns 20038t 7 neStariey Hotel,
2t 3000 oM, 20 transect ihe foioving Gusingss:

ORDMNARY BUSNESS:

1o Tocantirntrormiretes ofthe 57 Arincal Benars! Moatimg
P! oh 2845 June 2002,

2 Toreceve lhe audited fnancial staternants for the vioar
enced 31st December 2002 and the repaorts of the
Gnairrnan, the Direotors, the Auditors and the Consuilng
Actusries,

2 Todect Direciors
1N aconrcance with the Company's Artcies of Association,
Messers [ Patei and Jh Kiur retive by rotation and Deing
elgitle, cffer haemsealves for re eecion.

4. Trapprove the rarmlnargtion of the Direciors.

o, o re-appoinl e auditors, PricewatarhouseCoapers, &ng
arthorss the Dinoctors o ik thair rermungragion,

& Tocongider ar, Fimcugh it o pass e lowing special

raasiLtor:

To auhaniss the romunergtion committes of the Dogrd of
directors of the eompany 1o, and subject 1 he aporovel of the

13

nqtice_ of the annua_l general meeting

Cupital Markets Autharity, estalolsh amy scheme for encouragirng
crfactiating ite holaing o shares or decerturss nthe cormzany
Dy o for the beonafit of (s omployeess, agents o foomer
empioyass, or those of ils subsidiaries or holdng compzany or
other subsidiancs of s hoiding compary or for fne Denedt of
Such Sthar persons as May rarm time 1o tme be nerrmittos Dy
v or any sohemcfor snarng proftswithils ennibyees orthose
o its aubsidizres ancd/ or sssacisten cornoaries and (o faras
thesame may be permitted by 'awd 1o allow the compary Lo end
MONEyY IG s emGiovees [Othar hanits non-exacutive direLors)
with 2 viceas TO englaling thern 10 scouire shafes intne Camipary,
s subsidiadies 4nc or 118 Aas0Cated Compnanics

itie aggredate lirmit on the nurmler of ordinary shares of e
company that the remunaration commiites of the bosra of
Sraciors of the company are goneraly and Lncondiziungily
Authorsed toissus undar thsemployes ineaniive sohaeres shal
notexosed Ht of ha authorised share capial of tha cormpa

Formtme tedime.

7. Totransect any other businees with the pormission of
i

VIOTING AN FIRGXY
& gharetcider enlitled 1o attend and vote may Soooint 8 Droxy
wignoed not e amemter of te Compar v o shend and vote

O Nis O frer nenesi’

By Order of the Board
G Kioi

Secretary

7th May 2003

Registered office

Pan Africa House
Kenyatta Avenue

PO Box 10493 - 00100
MNairoki.
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corporate governance

Corpolate governance is the process by which companies are direcied and cortrofied. Directors of the Board are resporsisle for
tre governance of the comipanywhilst the shareholders’ role s to apooint the directors and the audilors. The corcent of corporate
govaraancos has arown inrecant yvears, asreflected in the King Reporis in South Africa, the Ceadbury Fepart inthe tUnited Kingdom,
and the Comporate Govenmances Guideines 2002 issued by the Cagital Markets Authority 1 emva, The objective of these repors
is o prormcte the highest standards of corporate governance by setling ot 2 series of recommendstions and principles towhich
2l Cornpoies SRt aspire,

The diresctors recognize the need to Sondduct the business of the group with intedrity and in accordance with generally acosmted
comorate practices, and endorse tha imtermationally develoned principies of corporate goverrance, Attamtion will continue 1o he
given to the implementation of corporate govarnanse grinciples relevant to the grour's eparaficns.

DIRECTORS

The composition of the Board of Direciors is Sset out un proe 5 and e Roard sub-committees are sef ot beiow. Tha Boardis
chaired by an indeperdent non-exacutive dractor and included two exacutive directors during the vear. Board members have
axtansive busingss and firancial services experience, whichis brought to bear in the overall governance of the group.

'he Board meets no Ess freguently than on e quarcny basis fo monitor performance agairst budget and business plans as well as
toformuate endimplanment overal group strateay. ~he Board's funciionsare assisted through the operation of e sub-committess,
the chairoersons of wiom report to the Board.

AUDIT COMMITTEE

The Auclt Cormmittes. chaired by a non-exectfive direclon, mests ornce a guarter andis resconsitle for revewing fiancialinformation
&8 welk a5 monioning the effectiverass of managerment nformation and intemmad control evstems. T he serion finances porsenne!
of the: company and its subsidiaries attend all mactings. The cammittee also considers all significant findings of the Group intemal
and escerndl 2uditors and the Group's actuany, whe gre invited to altend the mestings.

INVESTMENT COMMITTEE
The Investrhent Cornmittee, chaired by & non-axecutive director, mests once a guartar and is responsioie for planning investment
strategy and monitaring the performancs of the grour’s investments

REMUNERATION COMMITTEE

TheRemuneration Comimiides, chaired by a non-executivedirectorn, rmeste at leesst lwvice arnually. 1 he comrmitise isresponsible for
ensuring thal the directors and senior executives of the group aretany rewarded Tar their services anc inat overal safary reviews
for staff are consistent with those of the miarket, amd of the cherational performances of the cornparises within the group.

AUDIT
Alan Hegrden (Charmmagr), JA Burbidge, AD Graemwood, DN Lagey, JPN Sirmbg, WV Mureng™, M Kabir®, G Ko

INVESTMENT
BC Patet {Chairrnan), JA Burhicoe, A0 Gresnsood, UM aosy, JPMN Simba, O Oiutaed, G i

o s ST T
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corporate governance (continued) =

REMUNERATION
SN Gitoho (Chgrmmani, JA Burbidgs, A Ven Heardlen, Jv R, AD Greerwood?, S i

"Wierbers of rmansgerent in atendancs at e rmectings,

RESPONSIBILITIES

Mese finarcial statements nave been prepared M accordanss wilh iErmaticrally acceptod accuurting practos, oesed on
approoriate ascourting colickes which, excapt where staled, rave bheen conigistently appied and which ars supporied by
reasorake udgemenis and esimates. Manegement enguras that adequate interal francial cortrol systerns are developod 10
provice reasonatlke certairty in respect of:

»  the cormpistaeness ard acourany Of anccurting recaris;
s e imtegrify and relizbiily of the group annug firmandcial stetements; and
s e saieguardng of the assets of the group.

The Board is recponsiie for the groue fnancial statermenis and integrity, objectivity and ralighity thoreof, The dreciorns baeleve
Mzt the tinancial stalements iy prasent e financial position of the groue as al the end of the Tnancial vear ard the resuts of the
aperations and cast flowy Intormaion torihe yesr then endsd. The Board has no naason 1o Releve: that the businasses withinthe
Groupn wil not be going concerns o tne foresesakie flture,

Trzexdarnalauditorsare responsbla lorndeterdently eamining arnd expressing an opinior onthe reasonasiensss of thefinancia

Staisments Dased on their audit. The auditorg' recort issst outan pagse 17,

JPN Simba AD Greermwood
Chairrizan Trecutive Director

Tath Aol 2003 A Al 20003
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report of the consulting actqa;;y o

Certificate of solvency in respect of life and pension policies of Pan Africa Life Assurance Limited

'have conductad a statusory adtuanal vakisdion of the long-ten buginess of Fan Africa Life Assurance Limitad as at
Fiat Decermber 2002,

This valuabion hag been conducted in acoordanaa with ganervally accepted actuaral principles and §y Cormplianae with the
reduirernenia of the nsurance Act. Thess orindiples roguire prodent orovigion: Tor fulure OuUagouncer conracts. generaly based
WDCn e assurmplions et current conditions will cortinue, Provigion is therefore not made jor all possie contingencies.
I Compieting the actuanal valuston, | ngve reliod upon the eudited fnancial slaterments of he CSormipary:

I rray opinion, the long-term business of Pan Africa | ife Assuranoe Limited was financialy sound and the actuaria value of ihe
lizisiftias in respact of aif classes of ife insurance and pension fundg businass did not excesd the amaunt of he Siutory naurance:
Funds ag at Fst Cecember 2002,

b Q) Sl -

SO Ohubhayi
Feilona of the Inativute of Actuaries
T4k Al 203




Pan Africa Insurance Haoldings Limited 15

Annual Report and Accounts 2002

corporate governance (continued).

REMIUNERATION
Ji Gitoho (Cheirmran), JA Burbidgs, AVan —eerden, S KitLr, AD Greerwood”, J Muirar®

“Nermipars of rmanagement in aitenciance at the mestings

RESPONSIBILITIES

These financia statermeants nave been prepared in accordsnss with internaticnally acoepted accounting oractice, basad on
apropriate accourting policies which, excert whare stated, have been congistently applied and which are sumzorted by
reasonahle jLdgemants and estimates. Managamant ensuras that adacate intermal frandcial contral Systems ars davalopsad o

mrcwicle resscrable certainty n resoect of;

¢ the commplatensss and accuracy of accourting records;
+  the inegrityy and reliaizity of the group enual Tinancial steden-ents; and
+  the safeguarding of the asseis of the group.

The Board 5 respornsitle for the group finarcal statomonts and mtconty, oojectivity and relakikty thorood, The directons olioves
that the inancial statemeits fairly oresent the Snancied cosition of the grous as at theend of the finarcial yoar and the resuts of the
cperatons and cast fiow Fforrmator for the vaar trern ended  The Board nas no reascn to beiisve that the buginessas wihin the
Grougwill not be going conaesrms int the foresssable Sture,

Treaxternal auciiora are responsinle for independently examining and expressing anopinion onthereasonablensass of the finenciel
statamants bazed ontinglr aucit. The suditors’ report s set Ut on page 17

JPM Simba AD Greenwood
Chairrnar Ewacitive Director
Ttk April 2003 N4k Aol 2003
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Certificate of soivency in respect of fe and pension polities of Pan Africa Life Assurance Limited

{have conducted & statutory ectuarial valuation of 1he long-term busingss of [Man Africa Lie Assurance Lirmited as at
35t Dacembier 2002,

Thig valuaticr has been conducled in accordance with generally accepled actuarial principles and in compiance with the
requiremeants of the [nsurance Act These mrinciples reguine prucent provigion tor fulire oculgo under corlracts, genarally Lased
upon the assumptions that cument conditions will continue. Provision i therefore not mede for all possitie cortingencies
incomplating the actuariabwvaluaiion, | have valied upon the oudited finendial slalements of the Company.

In Py oinion, the long-tenm business of Pan Africa Uife Assurance Limited wes financlally sound and the actuarial valus ot the
Tt i respect of gil dlassss of e nsurance ara pension fund business did not excsed the armaourt of the Siatutory msurance
Fundts as at Flst Decemiar 2002

B ] by

JIO Clubayi
Fellow of the Institute of Actuarics
R A 2003
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corporate governance (continued), = -

REMUNERATION
JN Gitono (Chainrman), JA& Burbidge, A Van Heerden, M IKitun, AD Greenwood®, & Muirur’™

“Niemibers of management in allendance at the mestings.

RESFPONSIBILITIES

Thase financigl statemante have haean prepared in accordance with intermationally ascepted accourting practice, bazed on
appronr &te accounting policias wihich, exoept whers stated, nave beon consistenty apnlied ard which are supported oy
reascnasle jLdgernents and estimates, Maragermart ensures that adeguats intermal firanaial control sysi=ms ars developadto
orowvice regsonaolc Sertsinty in respect of:

s tecompletoness andacclracy of acoourting recoras;
s theimegrity and reliabiity of the group anrual finandial statements, ard
o the saleguarding of the assets of the group.

The Soard is rasponsble for the group fimancial statemerts and integrity, objectvity and reliability thorect, The direciors Lelisve
thal Lhe fnarcial statements fairly presenttha financial position of the group as aithe end of the financial year and the resulls of the
onerations and cash fiow irformation for the yvear then endeg. The Board has no reason e Hhalieve that tne buginessas wilhin the
Group will nat be going concens Nt the foresssatie future,

72 external auditors are resporsiole for independeantly exar ninimg and expressing an opinion on thoreasonablenass of the financial

siateme=nls besed on thalr audi. The auditors' reportis sef out onpage 17,

JPN Simba AD Greenwoock
Chairman Executve Dircctor
14t A 2003 14th April 2003
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statement of directors’ responsibilities .

The Comoories Aclrecuires the dreciors 10 preper e fnancial statemeris foreach nancial vear that give atrue and fair view of the
state of affairs of Ihe company and the group as al lhe end of ths finencial yvoar and of ite profit or ioss of the group o that vear |
ZeGracuircs te directors toensure that the comparny keans proner acoounting recorus that discloss, with reascnable accuracy
the fnerciat position ol ihe company. They arg also responsinle for safeguarding e assets of the cormpany.

Tre dircctons geoest responaibiity for the annuel linancal staterments, which have been grepared using appropnale accounting
oobcies supported by reasonakle gad pradent judgemeants and astimates, n cortormity with Intermational Finer:cial Renarting
Stancfzros and he reguirements of the Sompanies Act. The directors anc of this ogirion that the fmancial staterments gve a
iz and falr view of the gtate of the Shancial allairs of the growes anct of its 1035, The direciors furthal acosot responrsiciliny for the
Takvercnce of arcolnting racords that may De relisd Lnon 0 the oreoaration of the finencial staternents, as wal 82 ddeciate
: systarns ot iternal financial cortrol,

Mothing Mascomatotng attertion oF the directors to Indicans that the compeny end s s baidiares wil rot remasina golng concsm
for arisas! ihe tweive morths from the dace of his staterent.

JPN Simba AD Greenwood
Chairman Director
T Aot 2003 . 1At Aol 2003
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report of the auditors to the members of
Pan Africa Insurance Holdings Limited

We Derve audited the fnancial statements sel out on pages 19 10 &1 which are in agreqment with the books of account.

Respective responsibilities of directors and auditors
'he dreciors are responsiole for e preparation of finsndal staemoms as sel oct on page 10, Qur resnongsilility s 10 express an

incemendant opimian ornthe Tnancial siatements basad on our audn,

Basis of opinion
W conducted ol auditin accordance withinlemeiona! Sandarcson Aaditing. Those standards require thhathwe plen and serlorrm

+.

U AL 0 obtain reasonaicie assuranoe that the financial staternorts are free form marenial rhisstatemert. An audil inciudes an
exgrminaton, on & tes] basis, of cvidenoe supportng the amaounts end cisclosures in the francial statemente. # also inciudes an
asgessment of theaccouniing policies wsed snd sgnificant estimates mado Dy the directors, a3 wel as an evalugtion of the overal

vressntaion of the financiz! statoments.

W have obisined the inforrmalion ena explanations that to the best of our knowledns and baief were necessary 1o provide a

reazorabis hasis for cur opinion.

Opinion

I o apinion proper bocks of accourt have heen kept and the inancal sistements give a trae and fair view of the state of the
finarcizt affairs of the groun ard company at 31 Decarmiser 2002 and of the losses and cash fows of the grou for the vear then
andad and cormpehy with Intermaiional Financial Beporting Starmdards ard he Kenyarn Companies Aot

PRICEVATERHOUSE(QOPERS
Certified Public Accountants
Maironi

R Apel 2003
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Certificate of solvency in respect of life and pension policies of Pan Africa Life Assurance Limited

thave corducted a statutory actuaria valliation of the long-term business of Pan Afica Lire Assurancs Limitest as at
st Decembar 2002

This wvatuation has xeen congucted in accordance with generally accepted actluaral princivles and in complianas with the
raqUrermanis of the nsuranse Act These parinciples redure orudant orovision Tor flutre oulgo undor cantracts, generally based 4

Lon the assurmplions that current conditions will conlirue. FProvision is therefore net made for all possibie contingencies. 4
in completng (he actuarial valuation, | have refied uson the audited finandial staterments of the Cormpany. : K

In rrey opirian, the long-terns business of Pam Africa Life Assurance Lirmited was financialy scund and the actuarial valus of the
liabilities in respect of &l cesses of ife nsurance and penision fund business did not excesd the armount of the Statutory Insurance
=uncle as at Jist Decermber 2002,

B ) g

JIQ Olubayi
rafiow of the inafitute of Acluarios
1kt Agart: 2003
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consolidate

LR
o e Lo

Notes
INCOME
wvestmeantncorme Bla)

TOTAL INCOME
OUTGO

Losa transterred from Gonera!

imeLrance busness revenus acoounts (page 21)
Exceionat rerms =3
MNon-imsurance subsidiaries'

cperaking orofts/losses)

TOTAL OUTGO
Cperating loss 3
Share of associate's resuits 18

o hefors tax

Tax (charge)/cradit Siey)
Loss attributable to the

shareholders

Bagic loss per share 10
Divictends:

Froposed

d profit. and los

EEN

e T B

2002 2001
Shs.'000 She.'000

70,3294 30,718

70,304 30,718

(47.615) (106 850)
(32,724) (13875

2,425 (84305}

(77,914} (190,124}

(7.520) (1584
1,088 1

(6.452) (158,100
(0162 5,808

(15,614) (152,295)

Shs. Shs.
(0.33) (3.17)
Shs. Shs.

S dace

19
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long term insurance business
revenue accounts - (group)
Notes Individual Group  Pension General Total Total
Life Life fundls fund 2002 2001
Shs,'000 Shs,'000 Shs.'000 Shs,'000  Shs,'C00 Shs.'000
{Restated)
INCOME
(ErOsEs Dras riid T NGorms o] 055,219 2,40 2 PEG - BO0B8G 4731857
Netgrermium incorme 5 3R4A78 23512 24269 i 02,719 421182
IrwvEsIment NComa Bo) 128533 8333 11/93 3,002 _ 153261 79842
Total income 483,411 32,905 35,962 3,702 555,980 500,754
COrTNmSsions 84 780 (27.579) - - 57,181 820282
Selliny sxpenses 48,108 427 - 48538 43453
Expermes of Managemant 141,800 168,982 - - 158,283 132,088
Loss onrevauaion of ixed assests 1 2430 - - 70 2,600 -
Fremmivm lax go02 3070 - - 8302 5,999
Total expenses 282,402 (7,661) - 70 274,811 244,772
Excess ol Mcoms Over exnenses 2,008 40,568 35,862 3,632 281160 255482
Policyhoiders” hanefits ! (147,284} {34.277) {73,500 (208,160 {155 6548}
ClEin: resenves ralease to e life fund 4,018 - - - 4M& EICR
MO T QT nonmia operaticns 57,743 .28 12363 3832 B0027 124 160
Tax Chierge 9th) - - - -
incor e from normal operations aller tax 57,743 8,284 12,363 a802 a0n27 124,180
Exceptional tems
Srovision for PAYE andWHT aresrs . 8 8,211 - - - {5,891
Felrenchment costs - - - - 4,584)
Irnveslnent pronery Immpaimncnt
charge 13 - - - - - 182,85
(8,811 - 7 - (8,811 (174,405)
Increase/(decrease) in - -
funds during the year 3 48,932 5,289 12,363 3,832 71,216 (50,245}
Life funds at 1 January
- as previously reported Q00,805 80,114 26,502 25,946 1,113,387 BGG,612
- reclasification of leasehold land 12 {100,943) - - - {100,943} (100,943)
- as restated 799,862_ 90,114 .-96,502 25,046 1,012,424 765,662
Transfar from sharcholdes' unds . 294@) 100943 - - - 100243 287000
ntra-funde fransfor 23 {a) {45,321 {8,108 - 51428 - -
Life funds at 31 December 29 904 416 90,295 108,865 81,007 1,012,424

1,184,583




general insurance business revenue accounts (group)
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Lmesarred prarmin . bt - 146 573 DR LU 42383 BEE0 =R e WA A R el o] w W_
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Net Earnad Premium - 563 2,588 7,092 30,506 2,520 64,901 115,887 2,607 23.605 17,591 14,161 2,104 282,071 224,219 w m
” D C
g
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Claims Incurrad (1,969) 2,100 1,169 3162 1,11 80,876 56,650 9518 §957 15493 1,232 2,860 175,764 195,502 m_.m
. gc
W3
T ssion - (2,785 i 130 AL NG (A 15454 3025 ) 5418 m w
Ao perent il o] KA (¥ 360 A 1,165 L] o A 1568 No
11,464 CATEEO 34 £ 58 AQAC SR 1VIRD 1M4EY
- #3 a7 1142 2467 HAC 564 211 30 7452 8822
Totat Commigsion aind Expenses - 9,343 2,426 25,534 51,382 (21,982) 12,642 10,637 7,329 BEB6 132,168 167,248
Technical (loss) / profit 1,968 (5821 {1,026) (4a5)  (2,384) 2,368 (1,824) (21,509) 8,115 15071 4,006 (5,479 (4,400) (1,442) (15,6861) (6G8,531)
Provisian for doubtful debts (31,754) (38,31
Unicderwriting loss (47,615) (106,850}

N
-
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consolidated balance sheet
MNotes Longterm General Shareholders’
Insurance Insurance funds
Business Business

Shs.'000 Shs,'000 $hs.'000

Total Total
2002 2001
(Restated)

She.'000 Shs.'000

CAPITAL EMPLOYED

Share capie: 25 - - 240,000 240000 245,000
Share pramium 26 - - 364 431 364,431 362,431
Revaiugtior rasonies 27 - - 44,535 44535 (1.756)
Ratained samings 28 - - 238,728 238726 283824
Asgignod caoital =] 527,281 380437 (B5r.0u2) -
Transfer o Lie funds 20y (387,043 - - (307.943) (297,000
Shareholders’ funds 129,318 360,431 - 488,749 585,492
Stantory funds 2%a) 1103575 - - 1303576 u5847H
Giorcra! fund 2812) 81,007 - - 81,007 25,948
Total life funds 1,184,583 . . - - 1,184,683 1,012,424
Total capital, reserves

1,674,332 1,601,923

and long term funds 1,313,201 360,431 -

REPRESENTED BY:

INVESTMENTS
sovernmanrt Securies id 561,200 50,683 - 61,863 A70,800
Irvvestment oropertas 13 274750 332,000 - B13.750 806,389
[rest el inr assnciated company =] - 28,704 - 28,704 25,143
Cnicled shares e} 48576 183 - 50,407 53759
Unauoled sharss K= - 90507 - 83107 7OR70
Mo iags (oans 20 55,784 98,804 - 154,588 144 TO4
Foicy loanrs 21 TR.E47 - - TH24%Z 5,835
Sonk bearnces, deposits ard casn =23 TE0RDY (37,718 - 22775 30B6E3
Cormemerciag! | aper 25100 - - 25,100 21,700
1,261,348 678,227 - 1,837,576 1,798,853
NON-GURRENT ASSETS o -
Sroperty and equinment T 734,820 833,352 218262 2038202
Prepaic coarating leasa rertals 12 a8 A - 13,710 i5°25
Oiber nor-cliarent assets (DI deistors) - 3670 - 3870 -

138,384 94,248 -

232,632 251,448

%
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consolidated balance sheet ued) -
el AT i e A 5 RN o ISR
MNotes Long term General Shareholders’ Total Total
Insurance Insurance funds 2002 2001
Business Business ({Restated)
Shs.'000 Shs.'OOO Shs.'000 Shs. 000  Shs.'000
CURRENMNT ASSETS
Oitstanding premiurms 132,761 131,986 - 264747 288,155
DL from reinsurers 2441 153,604 - 158,045 134,802
Chher recaivables 24 55,440 56182 - mMe32 188,358
Lard & davelopment 22 - 37045 - 37545 38242
Tax recoveratie - 4,588 - 14598 20,860
120642 383,825 - S84.557 622,035
Total assets 1,590,375 1,164,400 - 2,734,775 2,672,336
LIABILITIES
Technical provisions
Unsarred cremiurms - 108,855 - 08,855 08,7
Cutstanding clairns 73215 381106 - 454 322 427,409
T3 26 480,961 - 863177 5358153
Non-current liabilities
Defered tax akility 30 - 85,672 - 86872 96,062
Other habilities
Dhug to rainsurars 59,581 58,840 - 128,401 96,856
Olher payables a1 118,560 120,750 245819 217,304
Current tax - mMy - 157 20753
Borrowings 32 27128 - - 27128 TB275%
Lnclaimed dividends - 15,228 15,229 18,8920
203262 228,336 - 431594 433,108
Total liabilities 276,474 803,269 - 1,080,443 1,070,413
1,313,201 360,431 - 1,674,332 +,601,923

Thie firardial statermenis on pages 18 1o 51were approved for

o its behall by

oD

JPN Simba
Chairman
14N Aol 2003

AD Greenwood
Birector
1 April 2003

issiUe by the board of directars on 14th April 2003 and ars signed
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com

pany balance sheet .

Totat Total
2002 2001
{Restated)
Note Shs. '000 8hs. 000
CAPITAL EMPLOYED
Shere capital 2h 240,000 243,000
Share premium 285 364,437 364 A3
Feval iamon rescrves 27 - {32,859
Retaimed 2armings 671,795 363,565
Transfer to Uife funcs 28 (397 543) (297.000)
Shareholders® funds 878,283 638,107
Statutory funds 29 - 986,478
General fund 29 - 25,946
Taotal life funds - 1,012,424
Total capital, reserves
and jong term funds 878,283 1,650,531
REPRESENTED BY:
INVESTMENTS IN
SUBSIDIARIES .
Fan Africa Life Assurance Limited 17 230,261 -
Fan Africa General insurance imitad 17 874009 -
208,270 -
OTHER INVESTMENTS
Giovorrimen|, Securities - 470,800
Irvestnent proserties 13 - 583,180
mvestmarlin
agmosisied compary - 25143
Cluoted sheres - 53,759
Unguoied shares i - 164,303
horlgeyes loans - 144,754
Policy 06 - 7OB35
Bank balksnces,
depo=its and cash 23 - 300018
Commercial Paper - 41700

1262641




NON-CURRENT ASSETS
Sropery and eJquinmant
Prepaid oparating loase rentals

CURRENT ASSETS
Cutstanding pramiums
Duc from reinsurars
Otnar receivabies

Tax rocoverabia

Total assets

LIABILITIES
Technical provisions
Urearned premiums
CuLtstancing clairms

Nen-current liabilities
Deferred e iatiity
Cther liabilities

Due o reinsuwrens

Oirer payabies
Bormowings

Lncleirmed dhvidencs
Sub total

Total liabilities

The financial staternerts or pages 18 to 51 wars aporoved for issue by the board of direclors on 14th April 2003 and are signed

Qs ema by

oD

JPN Simba
Chairman
14Lh Aprd 2003

Pan Africa Insurance Holdings Limited
Annual Report and Accounts 2002

i E
= T ¥ L e e

Total
2001
{Restated)
Shs.'000

Total
2002

Shs,'000

158329
15,228
- REEEEE

) 258755
. 134822

. 165,285

13680 16,129
13680 575141
922,950 2,611,337

- 108,744
; 427409
N 536,863

30 : - 81932

N 06,856
20,438 171665

. 15,276

15,220 18,225
44,667 382,721
44,667 960,806
878,283 1,650,531

AD Greenwood
Director
14th April 2003

company balance sheet (continued
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consolidated statement of changes |n equnty

T o b 7
e Ll .?w'\-"?f&.}d‘d e L A

Share Share Revaluation Retained
capital premium reserves earnings Totad
Notes Shs.'000 Shs.'000 Shs,'000 Shs.'000 Shs.'000
Year ended 31 December 2001
At start of year : )
Az previously reported 245,000 3684430 242,291 o 708,734 1,550,456
- Fleclagsification of leasehold led 12 - - - (205,120 {205,120
- Deferrad tax on investrent
croperty gains 30 - : - (B6,043) {66.043)
As restated 240,000 364,431 242,291 432,571 1,279,293
! 7 —
Fair vaie Ioss on quoted shares i . - (12,784} . (12,784) |
' Restatarant of lard and ‘
Cenvalopment (o historical cosl - - 1227 715) - {227,715)
! Transfer of excess deprociation | - - {5,0688) 5,088 -
'- Deferac tax on transfer ' - . 1520 (1.520) -
k Net losses not recognised t e : I
: i in income statement - - (244,047) 3,548 (240,4929)
. Net loss for the year - - - (152,295) (152,295)
At end of year 240,000 364,431 (1,756) 283,824 886,499
Year ended 31 Decemnber 2002
At start of the yvear -
- As prendously reparlad 240000 364,431 {1,758) 504,987 1,157,682
- Reciassification of leasehold land 2 - - - (PO5120) {208120)
- Defarad tax oninvestirmenl propery gaing 30 - - - (56,043) 88,043
As restated 240,000 364,431 {1,756) 283.824 886,499
-
Trancfer of excoss depracialion 27 E - - {3,678} 3,676 -
Deferrod texon transler a7 | . - 1519 (1,219) - )
Revaluation surolus on ! J;
Property and equipmes Tt 27 - - 11,1583 - 1153 |
Dreferran ta on revaiustion 27 - - (=499 - (2.499)
Fair vakug gain onunguoted invesiment . 27 - 8,023 : 8.523
. Fair vaiue ioss on gucted investmeant. 27 J! - - (370 - (370 ‘
Raleased on disposal of shares s - - - 31,839 (31,839 -
Net gains not recognised in — e !
income statment - - 46,291 (29,484} 16,807
Net loss for the year : - - - (15,614) (15,814)

At end of year 240,000 364,431 44 535 238,726 887,692
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company statement of changes in equity
Share Share Revaluation Retained
capital premium reserves eamings Totai
Notes  5hs.'000 Shs.'000 Shs.'000 Shs.'000  Shs.'000
Year ended 31 Recember 2001
At start of year:
As previously renorod Z40.000 304,431 {20708 728,288 1312814
Feclasefication of maschald iand 12 - - (205120 (205,120
- Deferiac tax oninvestmant pronerty gang 20 - - - {66,043 {658,043)
As restated 240,000 364,431 (20,105) 457,125 1,041,451
*
Fal valie losses on quoted shares - - 2,784} - (12784
MNet s for the yeor - - - (33,560 (23,560}
At end of the year 240,000 264,431 {32,889) 363,568 935,907
Year ended 31 December 2002
At start of the year: .
Arstat of yvear (az restated) 240000 3F4 231 {32 B5tn 235707
Eeralssd on disoosal of quited sheres a7 - - 532,839 -
St £ logs) for e yoar - - - 341119
364,431 - 671,795 1,276,226

At end of year 240,000
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general insurance business consolidated
cash flow statement

LR e

Giroup
Notes 2002 2001

Shs.'000 Shs.'000
Cash flow from operating activities
Loss before tax (6,452) {158,103)
Adusament for
Lepreciation ' 17,293 2531
Fair value Iosses oninvestrent properties 4,000 CHRSIoYS
Irnpairment charge on fixed assets 19,142 7,956
IMvestment ncome received (73,994} (32,021
OCperating loss before working capital changes (40,017) (125,330)
Increase in curent assots 59042 {6,828)
Docrease) / inorease current liabiities {42,244, 105,851
Premiurms and claims reserves 24,670 24,809
Cash generated from operations 1,457 (1,395)
Income texes paid (30138) (30,8270
Net cash used in operating activities {28,881) (32,223)
Cash flow from financing actitivites
Cividends paid {3.597) {8
Net cash fiow from financing actitivites (3,697) ~ (85)
Cash flows from investing activities
Irvestmernt income received 73,994 33424
Purchase of proporty, plant & equipment (3,142} 18,123
Mortgags kars redeerned (issued) {7,433) {18,385}
MNet sale / (purchase) of shares {(2857) -
Net redemptions of Government securitiss 13,737 1,250
Net cash from investing activities 74,499 9,497
Net increase /(decrease) from cash - -
and cash equivalents 42121 (22,810}
Cash and cash eguivalents at start of year 24,997 47,807

Cash and cash equivalents at end of year 23 67,118 24,997
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principal accounting policies . .

The grincipal accowrting Lolicias adootad in the procaralion of
these financia statomenls ara sstout below:

(a) Basis of preparation

e financial stalermnants sre preparsd in accordance with and
comiy with Imtermationz! Financial Beporting Standands, The
financial stataments are prasentad in Kenys Shilings (Shis) and
prepares Undsrthe Ristorical cost conveaiion, as mocified

oy iha revaluation of certain croperty and equinment, and

e caeying of invastrant properios and envalable-for-sais
irvesirnarts at far vaius,

Tha preparation of tnancal statements N comiority with
generaly accepted eccounting principlea requires the Lse of
actimigtas and assumstons that affect the reported amounts
ofgssers and ianiiies and discinsure of contingent assets
and iabiiies at the date of the finarcial sistemer s and the
reportad Grnounts of revenuas and expenses during the
reporting Doriod, Alhough these ectimates are Dasad o

the directors' hest knowiedae of current svents and aclions,
acius resulls Uitmataly mey differ fom ihose estimatas,

(b) Group Accounting

{i} Subsidiary undertakings
Sulzsidiary undertakings, which are those sntities nwhich
e (roup has aninterest of mors than one half of the
vofing nghits or otherwiss has power 1o exercise conlrol
gver The oparstions, are conaoidated, Subskiaries are
conealidatad from the date on which cortral is tamsfered
Lo the Graup 2nd ars no longer consolidated fram the
cdare ihet conlrol ceases. Alimer-cormpany ransactions,
Lakanes and Lrmsakaed gains on Trar sactions behvesn
QIoLp CoMmpaniss ave elirminated; unrealised loszos are
also glirminated uniess cost carmnat be recovercd. Where
nenassary, aceountng policies for subsicianies tave been
changed to ensure Consiatency with the nolicies adooted
Ly The Gratp.

(ii) Associated undertakings
Inveslments inasscciaied underiakings are accouried
for by the equity melhod of gcoouniing, Thess are
urdartakings over which the Sraun gererally has
patwesn 20% and 50% of g vating rights, or cver witich
e Group has sigaficant influsnge, Putwhich it does not
conrol Unréalised Gains on transactions between the
Gravng ard s agsociated underlakings ans slirmatsd
toihe extent of the Group's inlerest i the associated
urdderiakings.

Eauity scoounting is discortinued winen the Carmdng
arraumt of the vestmient i1 an associated undertsking
reaches zern, unless the Graup has incurred opligations
wr guaraEed] celigations in respect of the associated!
Uncisrigking.

{c} Undervriting resulls

General insurance business

The underwriling resuls for genars business ore delarmined
o an annual bass witsraby e incured costof Clairms,
COMTIISSIon Brd ravted expenses S e charges against the
sarmed proporlion of premiurms, nst of reinsurancs, Be foliows

) Prermiumns written reats 1o rigks assumed during the
g, and Ncluds estirnates of prerniums dus bot not yel

received, Bss an diowarce for cancalations.

iy Lingarmed prarmiums reprasant the crooortion of the
LraEriunms writher in pericds Us o the sccourting date
wiieh reiate 1o the unsxeired orms of poicies in forcs
&t ihe balanoa shost dale, and are caicuiatad using the
VBESs method

(i} Clarmsircurad comprse caims pai in the ves claims
rarding expenses ana chiznges i the provision for
culstanding claims. Claims pald reprasert all payrmants
rmade during the vear, whather ariging frorm evenis during
that or earlier yvears, Outslancing claims reprasent the
astimated wimate cost of settling at dairms ariding from
incicerts ceourring prior o the balance sheet dale. but
not setfled at that date. Cutstanding clairms are compt fed
ot e Lasis of the bast infarmation avaianls at the tme
the records for fne vear arg ciosed, and nchide provisions
for ceims incurred nut not reported (BN

v} Eeoenges and commiission are allcated o the rdevant
resenlie acooLntSs 25 incurrad in e managernant of
sach class of business, Sommission is shown net of
cormmission received i respect of reinsuranoes business
cded, The porion of commissions which relates to the
urExpired terms of policies inforce at the balance shaet
dlatais deducied and reated as defarred acouisition
COsts.

Long term insurance business

G Preniivms writhan relats o nskes assumad ouning the
wegr, and inchide sstmates of prem iurms dus bt not yet
recehed B85 an alowance for asiimatad lapeas,




30

T fuil anrius Dremium income is recagnissd in respect of
crcinany fife reciring policy Contracis on policy annversary

clates, &fer risking provision for moioy iaress anc olther
Termingticas. Grou ite anct sension contributions are
recOised ES iNcome whien raceivead.

i Ciarms anigng or malurity dre recognisec when the cigim

beoormes chieTor payrmant. Deatn cizins ame seocunted for

or rotfficaiion. Soreriers are ancountaci far on pay nent

{iy Expenses and comrrissions are alocated to theife flund
as ncuTad i the maragemert of the long Em ousiness
CormnEssions sre snown net OF CormrmiSsions rectivad n

respect of rainsurance businase,

)

sciugres. Supluses arising ere alocated by tha direcfors

o ihe acvioe of the aciLaries and I acoordance with the

Imzuranco Act and Artcies of Association, W poloyhiodens

b wases ond the orofit 2nd loss acoourt. Any baiance

. rErrEining is carmad lonwa n neife fund,

{d) Property and equipment
Ad oroperty and equinment is nitally recorded atcost. Land

and ticings ore subasg ey shoven at marksl value, besed

O DGO Y SIUET NS Ly S oi e inCizOenc e VElL SrS, 18R

suecousnt depreciation. Al cther property and equidmeantis

slated ef nistorical cost leas depraciation.

NereEses in the carying amaunt of iand and cuidings e Eing
o vl s ton sre Srodite to e life furd Ty preperties
e oy e long i businaes, and o the ravaluabion
rassnye o croperies meld oy the short lenm nusmess of
tha Grovn, Sooreases hat oflset orevicl s inoreases of the
sane seeed oo ohargsd anoinet the: revalation resense; all
Ao danrsnsss &0 Charged Lo e profit andiosk aciount
[Fach vearthe Ciferance hatveoen deprenation bassd o
whiz revah e carnving arnount of the agsat fhe dencsczdion
Chsrgea o Tne proft & iohs aotourd) anc depreciztion
hasod on the asset's origingl gogtls frangfernred Tomtne

rerdal aation resenve 1o retalned earings,

Mepreciatons calcuaten o the siraight line pesis o wits
Jovin |he cost of each aseat, Or tha revalusd amount, toils
resichsg) valuo Over its estimmatead Lesful ife as llows:

Guicings 25 &lyears
Eoipmant 3 Byears
hASTo vEhicies AyoHrs

edas itis desred iy hove an

Freetald lard s not denre
Inchedinie e,

& it furd s aEsessect armually by e grou's consaiiog
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Property and agliprnent is pericoically reviewsd for
irmpairmment, Where the carnving armolint of 20 asset s groalsr
Enils astirnaied recoverziDi@ armoun i, i is witler Sown
irmediatedy [O s recoveraile armournt,

e and osees on Cledosal of property: plarit 3nd S iprment
ars getermmined by referance o their carmying amourts. On
disposa of revalled arsets, arnourns in the revailalion ressne
mealing © that assel aratrangiened tretained earminias.

{e) Investment property

Invizstment ropediss conprise lerc ano buldings & v paris
o uitchnos risic to carn rerials and/or or capita opresistion.
Thayaretreged aslong term nvestmerts and cavied at

far valle, representng market vaile defarmined anraly Dy
earzretindeprerdont valuers, Invesliment propenties are nol

ciect o depraciaton. Changes in iheir carrying amaunt
bebwaan baldnce sheat doves are orocessed, nat of dafarrey
w2, ihrouch e proft ard loss Acoount for 2asets alirbutainks
o e ganars businezs, ang 1hrsugin 1N Iong=term revenJs
Acount for assets atiributzble 1o the ong lenm business

Do cismoaal of animestenont mroner by, e diferance Dehaesn
e et Cienoss! procaans and the Carning anmourt s cnargec
o oreditec to the prolit and ioss accourt for investrent
ety PEk Dy Ths sno e Susiness, &l To e e fund (o
rrmsirnart iz onerty Nelct oy the long lemn Dusiness,

(f) Other investments

Al puarehases and aos of Hvesimenis ars recoonized ondhs
irada data, wihich iz 1he dete (Me Group oommits to surchass
or 5ol thée agsset The cust of purchass nclidkes tansziction
oosts. The oroun slbbsedantly Datormines tha aporopnaie
clagsificaton of s investrrenis and re-evalueTss such
CICSIGNEToN O areguiar bags; the classificalion s depaendent
o s portoss forwdich the nvestinients ore anouinss

Iiestirents with fixed maturiny that 1he aroup has the intent
2 2aiity 1 hoid to ety gre clogsified o held-o-maharily
A Ere Carie Al amorisn STsL NCP-SCly mvesimenis
prrchassd i the prinary markst (e, directhy irorn the ssucr;
arg eiEesifiod 88 originated iogns and arg carried at srnormized
coel invesarnents inended o ha hald for an ndefirite paricd
cF e, witch may e sald in resnonse to nesds Toricuidity or
ohangss ininterest rales, are classifisd as avalable-for-salke

ard era cared A far vale

irvestrents are classified anc cavied at values as foliows:

i Crected ghrres are Clasgited az avalsivie-tor-sdle
irnvestrrents and are carmied at Yair vaie. Thalr fir vaivg is
celoualed oy reference 10 1he stonk axchange auoted id
o

2= gl e dose of usiness unthe Dalsnoo sheat daete.
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(i) Unguoted investrments are classified as available-for-sale
rrvestments, Thesy are shown at fair value unless thair
value cannot be reliakly measured, whean they are Gamrisd

ot cost iess provision for mpair el

iy Securties issued by the Kernya Covernment are ciassifed
as onginated loars. They are carriea st armortised cost {.e.
Cosl pius acorued discount or interest) and any pramiunm
or discount is amertised through Income, LIRiIngG the
effective vield mathad,

Fixed deposits and commercial paper are clasefied as
originated [cans. These are camied af amoriiged cost
fi.e. cost phus accnied ncorme), using tha offectve vield

z

methoed,

Feir vaiue ganes/{lossss) erising on investroents heid by the
ganeral business are credted/(debitad) o the profit and loss
acoount; gains/Alosses) i respect of investrnents held by the
lorg tarn buginess are deaft with in the ffe furd.

{g) Investment income

investment income is stated net of investment expenses.
Interest income is recogrised on a time Droportion basis thet
tekes intoaccount the effective vield on tha assst. Dividends
gre recognised as income in the pericd in which the right 1o
regeive payment is established. Rentat noome s recognissed
sz inccmein the pericd nwhich it is earned.

neorme arising on investnents held by the long terr business
i3 taken uz in e fong term revenue accolnt whilst income
dedved frominvestments hsld by the general businessis
credited to the profit and loss acoount.

{h) Translation of foreign currencies

Transactions in foreion currencies dunng tha vear are
oonveried irto Kerya Shilings at rates ruling at the transaction
dates. Assers and liabiities at the balence shest dats which
are expressed in foraign currancies are translated into Kenya
Shilings at rates ruling st that date. The resulting diferences
from conversion and translation are dealt with in the profit and
loss account in the vear in which thewy arise.

{i}) Accounting for leases

Leases of agssts where a significant proportion of the riske and
reweards of cwnership ars retained by the lessor are classified
85 oparating leases. Payments macie under operating leases
gre charged to incomes on a straight-ine basis aver the pericd
ofthe lease.

<1

{i} Recaivables

Outstanding premiums and amounts dus form remsurers

are caried at amartissd imvoics aonount isss provigion for
ImMpalrmeant. & provigion for impairment is esiablished wien
therais ohjective avidencs that the groupwil not be able o
oollect all the amaounts due acconding to the original terms

of recoivanias, Ths amourt of e provigion is the diference
betweer tha carmdng amount and the recovenatle anount,
Peing the presant value of expected cash flows, discounted at
the market rate of intsrest for sinlar borrowers,

(k) Employee entitlements ,
Tha sstirnated monatary liabilty for ?ﬁf‘ woos accnued annual

learve ertiterrent at the balance S

an expense acornuaEl

(I} Deferred tax . o)
Deferrad tax s pravided, Lsing the fabity mct i T
temporary diferances arising betwesn the tax

balance sheet date are used to detenmine defermad tax,

DCiaferred tax assots are recogrised only 1o the exlent et it
is probable that future tepable profits wil be avaiiate against
winich the termporary diferences can o utiised.

{m} Retirement benefit obligations

The group operates a defined contribution scherme for
eligile amplovess. The asscis of the scheme are hald in
separate trustes administered funds, which are funded from
cortributions from both the company and empiovess,

The company’s conttlions to the defined contritbution
sehorme ane charged 1o the orofil and Ioss acoountin the year
towhich they relate.

{m) Dividends

Cividends cn ordinary shares are ¢harged to eguity inthe
poricd in which they are declared. Froposed dividends are
shown as a separate component of eguily untl decared.

(o) Comparatives

Where necessary, comparative figures have been adusted

to corforrm with changes in presertation inthe curent year
andin particuls, the comparatives Neve teaen adjusted to teke
it account tre reguirernents of Intermastional Accounting
Standards (AZ) no 17 and 12 which respactively deal with

e reciassification of leasehold iand and the recogrition of
deferrad tax on mvestrment property fair value gains.
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notes forming part of the financial statements

1 Restructuring of the Company

Tharestructring of the company anproved at an Exira-crdinary General Meeting of the company hald on 8 Dacember 2800
wes completed n 2002, Through the Cffice of the Cornmissioner of Insurancs, the Minister of Finance grarted the approval to
e restructuring with an offostive dete of 1at Januany 2002,

The name o the company has been changad from Pan Africa Insurarce Company Limmiled o Pan Africa. Insurance:
Holdlings Limiteo with effect from st January 2002,

Two wnolly ovenad subeidiary cormpanias, Pan Africa Life Assurance Limiled and Pan Africa Genoral Insurancs Limited
wars incorporated o take ovar the | ong term and Genaral insurance business formerly conducted by Pan Africa
Insurance Holdimgs Linited. Substantialy all of the assete and liabilities of the comparny were transferred to the subsidiaries
with @ffoct from st January 2002, based on the shareholders' fjunds for the respective businesscs of 21 Dacember 2001,

Ul before recording the adjustments in respact of the reclassification of leasenold land (note 12),

2 Segment information: Business segments

The core activily ol lhe grouz s camying st general and long farm insurance business in Kernya, Cerlan of e group cormpanics
conduct ciber lypes of business andthe Groups' activiies could therefore be organised inle three main business segnents
namely; insurarces Susiness, sale of plots and distribtion of water and estate maragsment,

Ihe irdormmalon onlong-lerm insurance ousness s disclosed inthe ong-erminsurance DUSNess revenus acoount which is
parl Oof e prirmary firgnciz statermerts The following segrnent information s given nrespect of the othor business segments of

the group: i
General Insurance Sale of Distribution of water ;
business plots and estate management Total
Shs’000 Shs’'000 Shs'000 Shs’000
Year ended 31 Degcember 2002:
Framiumn / Turmicyver 202181 4.208 5,802 303188
Segrment operating {loss)/profit (8,780, 3422 4,152) (7,520
Share of associate's profits 10688 - - 1088
Loss baefore tax {5,727 3,450 (4,152) (5,452
Tax {10,89640) 7.400 {508) (9,162)
MNetloss akarsis)! 10,822 (4,750) {15,614}
Segment assets LO7rs743 65640 2007 1,164,400
Segment febiitiss TETTOY 81028 15,234 803,868
Capital expenditure 2,/82 - - 2,782
Depreciation 13,397 3532 354 17,283
Year ended 31 December 2001:
Pramiur / T snover 310,260 L8823 30,764 370847
Segrment operating loss {95,010 (B3.735) 10,567} (159,408)
Share of associaie’s profiis 1,303 - - 1303
Loes bolors tax {93,707} (235,736H) {10,667 {158.303)
Jax 47 A047 1619 5,808
Net Loss (83.560) (49693 _9042) {152,285
Segrnent essets 1,258,303 98108 81977 1438,388
Segrnent ligbiities _ 5804365 83783 18,980 791128
Capitai expendicure 10,097 114 838 11.044

Decraciation 12035 308t 3,295 2531
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3 Operating loss and changes in the life funds
The following iterms have been charged in arriving at operating loss and increase in Life funds:

33

Long-term General
insurance insurance Total Total
business business 2002 2001
Shs'000 Shs 000 Shs’000 She’000
{2) Group
Cepraciation (Note 11) 14,085 17,283 31,378 41,248
fmpairmrent provision on fived assets (Naote 11) 12142 19,142 956
Auditars' rernuneration 1718 2286 4,001 4,804
Start costs (Note 4) 94803 70872 185,765 178,225
Arnortisation of prepeid operating leases (Note 12) 4,382 134 4,518 4,211
Company
Depraciation - - - 20873
Auditors' remuneranon - - - 4,36B4
aff costs - - - 166,525
4 staff costs Group Group Company Company
2002 2001 2002 2001
She’000 Shs’Q00 Shs’'Q00 Shs’000
The foliowing items are included within staff costs:
Salaries and wages 185,203 165826 - 72,218
Social sscurily costs 543 343 - (]
Pansion cogts-dafined contribution plan 12,018 9067 - 82,788
Number MNumber Number Numbrer
The number of persons employed at year end was: -
Fui time staff _ 153 180 - 172
Fart irma staff 1 (55 - 4
5 Long term insurance business premium income
Individual Group Deposit Total Total
Life Life Administration 2002 2001
Shs' 000 Shs’000 Shs’ ('._)_00 Shs'000 Shs'Q00
Gross premium income 355,219 221,40 24,269 500,88% 473161
Beassurance pramium ceded (341} (197 229) - 188170} 52029}
Net premiur Income 354,373 28572 24269 202719 421132
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Total Total
(a) General insurance business 2002 2001
Shs’oRo Shs’000
Interest received 17,937 27063
Froperty rentals 52,450 32,4686
Diviciends received 3,607 2718
L.oss on disposal of quoted shares {1.100) -
lair value koss oninvestment properties (2,500 (31527
Total 70,394 30,718
(b) Long term insurance business Individual Super General Total Total
Life Annuation Fuind 2002 2001
Shg’000 Shs000 Shs’000 Shs’000 Shs’000
Interest recoived 41,5805 19,710 1,195 £2,410 86,230
Property rentals 51,033 2455 1470 54,258 57,546
Dividends received 3544 - 102 3646 4,444
Other incormes 2857 - 82 2,833 120
(Loss)/surpius ondisposal of fed assets . (222) - (o) (228) 195
Foreign exchange loss {1078} - (3N {1,109 -
Fair value gain on quoted shares (noe 13) - 15,194 - 438 15832 16
Gross investment income 112,827 22,165 3,250 128,242 148,551
Expenses
Furk] managementfees (283N H24) B2) (3,437) -
Custodial tees | (7200 (353) (21) {(1.084) -
Property expenses {26,271) {262 (728) (26,261) (48,364
Total investment expenses (28,822) (1,139) (831) (30,792) (48,364)
Investment income before revaluation
of investment properties 84,005 21,026 2,419 107,450 100,187
Fair value gain on investrment properties 44,528 1,283 45,81 {(20,565)
Total investment income 128,533 21,026 3,702 153,261 79,622

Of the She. 21,026 000 shown under Superannuation business, Sha 11,693,000 and Shs. 98,5333 000 relades
o vestment income generated by Pension funds and Group Life respectively as showri on the long term

iNsUrance business revenus accounts,

7 Policyholder benefits (Group) Indiviciual Group Pension Total Total
Life Life Funds 2002 2001
Shs'000 Shs’000 Shs’000 Shs’000 Shs’000
Gross death and disability claims 20875 138,717 - 150,622 51,080
Less Amolinis recovered from reassurars - (108,195) - (106,195) (59,926)
Net death and disabiity clairms 20075 32,522 - 53,4907 21183
Maturities & pension claimes 58,210 ' 1,137 23,589 82948 55384
Surrenclers and bonlisas 17,378 338 - 17717 22,766
Arruities 50721 279 - £1.000 48,336
Net policyholder benefits paid 147,284 34,277 23 599 205,160 155,649

S .
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8 Exceptional tems Long-term General
insurance Insurance Total Total
business husiness 2002 2001
Shs'000 Sh=s'000 Shs'000 Shs™000
Frovision for PAYE anch Withholding tax 2,21 1B T725 2g.5a7 -
Siaft retrenchment coste - - - 21,322
Fastruciuring exponseaes - 12,938 12,938 2150
fmvestrisot procarty meaiament charie - = - 165,811
8,817 32,72 T 41836 192283

Curing th2 year, 1he Kanva Revanus ALRNorty conducted a compliancs auci covering the 1895 1o 2001 vears of
imcore, Afinal assese nent was iasusd N earky 2003 reiating to PAYE and Withinolding tax arears, Aithougii the
Corvparty hes lodged a fommal shicction with the Commigsionar of income Tax, & provigion of Shis 28 .8million has
e mads to cover ary tox iabilihy arising erafram,

The staff retrenchimant coste in 2001 arose oUf of the closure of the in-housa proger by depaitrment and the
outsoLreng of the managernent of the property portfolio Lo Knight Frark, a professions) roper by managemoni
i, a5 well as & recrganisation of staif inthe general business dhision

Bestructving exsonses for 200 weore innured ontecs tor profassiong! advice or the planmed seoaration af
‘me i ines of cusiness to Indenandert companies. Restruciuring expenses in 2007 relate to the proposed
momsoication of e Sereral Insuranca Business with that of Acolo nsurances Cornpary Limitacd,

The irvestmer it property impairment charge in 2001 's discussed under note 13,

Excepiional iterms refsing 10 the Long terrr insurance Dusiness have been charged 10 tha indvidua] ife revenue
accourt whis those releting to Goneral insuranas business have bieen charged 1o the profit and 1oss account.

2 Tax 2002 2001
{(2) General insurance Business and non-insurance subscidiaries Shs'000 Shs'00
Durrer 18x 14 664 266
Ceforred tax (Note 30) (12,387} (7315
Curent veartax oharge / (orecit) 1,077 (7,450
Undarororison tor curmart tai in orior ysars 7.000 -
Shara of tax of associare (Note 15) 38E 124
Tax charge/{credit} 9,162 {5,808}
The tax on tho grous's (lossyoroft belore wcdiffers friem the

thoorsiical arnount that would arise using the basio i rates as follows:

Loss Deforo tax {5,452 {158,103
Corporation tax et 30 % _(1,936) (47,431
Tax attect of |

- Expenses not deductibe for tax purposes 8,449 7245
- RCOTe Nt tashie (65,386)

Deforred tax assal not recognissd 2,035 336875
LGErnresision tor e in orior years 7,000

Tax charge/{credit) 9,162 ) (5 ,808}_
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2002 2001
{b) Long term business ' Shs’000 SHe'000
et e . - -
Deferred tax - -
Tax {cradit)/ charge - -
The tax on the long term business income before tax differs from the:
theoratizal amount thatl would arise using the basic tax rates as follows:
IMcrease in ife funds bafora tax 80,027 124,160
Corporation tax at 30 % 24,008 37,248
Toxeffect of:
- Exprenses not deductible for tax puncosaes G824 39,547
- Meome not taxakle {128,263) {126,.340)
Defarrad tax asset not recognisaed (nate 30 36,161 49,545
Tax {credit)/ charge - - -
10 Loss per Share
Basic i0ss per share is calculatad by dividing the net loas aftributable to shareholders
by the weighted averags nurmber of ordinary shares in issus, as follows:

Group
2002 2001
5hs.'000 Shs.'000

et loss atrinutakie to snarehoidsns NEE14 (162,255)
Weighted average nurnoer of ordinary shares in issue thousands) 43,000 45,000
lLoss per share (8hs) {0.33) {3.47)

Trerswere no potentialy divtive shares outstanding a4 31 Decermber 2001 and 21 Docermber 2002
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a) Group Furniture, Computer
Larid & Mator fixtures Equipment 2002
buildings vehicles fittings Total Total
Shs.'000 Shs.'000 Shs.'000 Shs.'C00 Shs.'000

Cost ar valuation: '
At start of year - ag previously raported . 270,327 HE528 258810 46138 590,803
- reclassification of leagenold land (note 123 (113,000) - ~ (113,000)
- a8 restated 157,327 5,628 558810 0 46138 477805
Adcitions 362 1,820 13,625 8,308 =418
Rewvalueation surplus / (deficit)
- g term business {2,500) - - ~ 12,500
- ganeral buginess (note 27) 1,738 - - - 1738
Wite off of fLilly depreciated assets - (4.500) (58,304) (28,274 (91.078)
imparrnont provision (ote 11} (7,453 - - - (7 453;
Disposals - - - {117 {117y
Atend of year 143,474 12848 214,037 738,056 202 409
Depreciation:
Al start of vear - as previously rgpored 17,830 10,805 183,546 33,810 245792
- raclassification of leasehold land (note 12y (4,2%7) - - ~ 4,273
- & restated 13419 10,806 183,546 33810 241587
ChargeTor the vear 11,21 2330 11,414 05,423 31378
Releasad on revaluation (note 27} 18,413) - - - (9,473
Imipairrent provision nota 1¢) - 1,406 10,079 204 1,689
Wite off of fUlly depreciatec assels - (4500 (55,304) (28,274 {91.078)
At enctof vear 18,217 10,042 148,735 12462 184157
At 31 December 2002 134,257 2,806 67,296 13,893 218,252
Comprising:
Long-term insurance business 100,695 2.219 21,621 10,385 134,920
General insurance business 33,562 587 45,675 3,508 83,332

134,257 2,806 67,295 13,893 218,252
At 31 December 2001 (as restated) 143,908 4,722 75,264 12,328 236,222
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M Property and equipment
b) Company Furniture, Computer
Land & Motor Tfidures & Equipment 2002

bulldings vehicles fittings Total Total

Shs._' 000 Shs 'Q00 Shs,'000 Shs.'000 Shs.'000
Cost or valuation:
At start of vear (as previousty reported) 223,362 11,0668 188,750 A5 405 462,583
Fecassification ofleasshokliand inote 12) (113,000} - - : (113,000}
As restared 10,362 11,066 189,750 45405 358583
Transier to Pan Afrca Uife
AgsUrancs Limited (110,362) (2.062) (123,523) (15,044} (2h2,291)
Trarsfer to Pan Africa
General nsurencs Limited - (3,104 B5827) (30,367 104,2G2)
Atend of year o - T - - -
Depreciation:
B start of vear (25 previously repored) 7,280 T 154,313 33,250 202 465
Reclssification of icasehold iand (note 12} (4,210 - - {4211
As restatedd - 3650 708 54313 33230 198284
Reieased ontransferto
Pan Africai e AsoUrance Limited (3.6860) {1480 {102,511) {B,712) {171,857
Reoleased on transforto
Pan Africa General nsuranoe Limited - (5.530) (44,455) (26,51 (78,597
Atend of yaar - - - - -
At 31 December 2002 ‘ - - - s -
At 31 Bacember 2001
- as restated 106,711 4,005 35,438 12,175

158,329

(c) The group incurred ar impairrent sharge of Sha 18,142,000 during the yvear, as a result ol e writedown of fiked

assetas nthe compary o thalr recoverahle armound.

[d) Mo depreciation has been charged Iin arriving at 1he results for the vear in respect of certain fived asseta with 2
gress value of Sha, 86,123,874 (2001-5hs, 121,898,523), which are in use but lully deprecialed. if depreciation hac
been charged during the vear on the gross valle of the agsots, £ wolld have amounted to approximately

Sha 12,102,748 (2001-8he. 14,811,740
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12 Prepaid operating lease rentals

39

Dring the yvear the Intemational Accounting Standards Board and tha Institute of Certified Public Acoountants of
Kenveclarified that all leesehcld property should be accounted for as an opersting lease and caried af amaortised
historical cost. Conseguently, the group has reciassified tieasehold land from propenty and equipment and
Imvestment proparties, to prapaid operating lease rentals,

Prasviously recordied revalugtion surphiees on leasenold land have been reversed during the yesar,

a) Group

Cost

At start of the yvear - as previously reported

- reclassiied frorm property and eguiprnant (note 1)
- reciassified from investrnent property (Mote 13)

- reciassified from ifie funds/retained eamings

Mg restated (at start and end of vear)
Amortisation

Charge for the veoar

At end of year

) Company

Cost
Al start of the year - as previously reported

- reclassified from properly and ecuiprmert/investment 108,788

property (Note11,13)
- reclassified from e fund/retained earmings
- as restated
Less: transferred 1o subsidiary companies

At end of year

Long-term Generad
insurance insurance Total Total
business business 2002 2001
5hs.'Q00 Shs./000 Shs.'000 Shs.'000
108,789 - 8,789 108,789
- 212,500 212,500 212,500
(100,243} (205,120) (306,063) (301,852)
7840 7,380 15,226 19,437
(4,382} {134) {4,216) {4,211}
(4,382) {134} (4,516} (4,211
3,464 7,246 10,710 15,226
Long-term General
nsuwance insurance Total Total
pusiness business 2002 2001
Shs.'000 Shs.'000 Shs.'000 Shs.'000
212,500 321,288 321,289
(100,943) (205120; {308,063 (306,083)
7,848 7,380 18,226 15,226
{7.845) (7,380 (15,226} -
- - - 15,226




y S 5 P 1 N |

40 Pan Africa Insurance Holdings Limited

Annual Report and Accouitte 2002

13 Investment properties

a) Group Long-term General

insurance nsurance

business husiness 2002 2001
Shs.'000 Shs."Q00 Shs. 000 Shs.'000

Al start of vesr ’ ’ :
- as previcusly reporad 257,880 561,000 218659 1,216,202
- reclassification io prepaid operaling leases (Note 12y - {212,500} (212,500 (212,500)
-asrestated 257,684 348,500 GDE 188 1004402
Additions during the year 2,250 - 2,250 18,161
Dispogals duriog the vear (31,000 {5,200 (38,500 -
Reclassification o oroperty & scuipment, - - - (215,507
Haclassfication from property & equipmont - - - 27,000 LK
Imvestroont progerty impairment charge - - - (169 811}
air value gein/(loss) (moto 63 4587 (4,000 41811 {56.082)
Al end of year 274750 339,000 613,750 606189
Beconciiation of tair value gain / {loss)
aninvestment propearties:- !
included in irvestent incoms (Note 63 455271 {2,500 43,31 52,022 !
Inchuded in subsidiaries' met orofits onthe |
Profit & Loss accaurt , - {1500} (1,500} (4.000) '

4581 (4,000) 4181 (56,002)
{b) Company
Af stan of vear
- &8s praviously reported 257,684 038000 755684 1,216,902
- reciassificaton o prepaid operating leases MNowe 123 - (212.500) (212,500 (#2500
- @ restated 257 6889 325,500 A83159 1,004,407
Addiiticrs during the vear - - - 163,191
Reclassification 1O property and equipment (note 12(E) - - - (215507
imvestmant propanty impainment charge - - - 165,877
Fair value ioss (nate 8) - - - (52,002} )
Trarmstar o ~an Africa Life Assurance (257 589 - (257 689 - :
Trangfer to Par Africa Gaereral nsuranos - (325,500 (325,500 -
At end of year - - - 583,189

The revaluation of investment properlies was carried out by Lioyd Masika Limited, profesgional independont
valuers as at 31 Decernber 2002 The basis of vaiuation was open market vaiue. The fair value gains and losses
arising from the revaluation nave been oredited to irvestmient incorme for poth Long-term and general insurance
businass as shown under note 6.

bn 2007 cerlain properties belonging to the long-term insurance busihess valued at Sha. 215,.0m were reciassified
10 property and coulipment from investment properties.

Furinar ko thie vahuation of ivestment properiies by professional ndependent valuers in 2001, the direclors
made a decision to provide for the impginment of certain investrnant propertics 1o malch the rertal vields of
the propedios to thelr anving value, This resulted it an impairmert charge of $hs. 189,811,000 showrtas an
excapliond term.
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2002 2001
14 Governmernit Securities - Group Long-term General
insurance insurance Total Total
business business 2002 2001
Shs.'0G0 Shs.'Q00 $hs.'000 8hs.'000
Treasury bills and bonds:
Maluring within ©1 days of the date of aguisition 158,850 24,583 183,513 FEEOS
fAaturngg i 91 days - 1year 79,250 - 79250 154,300
MGTLRG within 1 and 5 yvears 85000 20 M0 107,300 21,000
Maturing nover 5 years 238000 4000 ZAZ 000 160.000
561,200 50,663 611,863 470,900
15 Quoted ardinary shares - Group Long Term General
insurance nsurance Total Total
business business 2002 200
Shs,'000 Shs.'000 Shs.'000 Shs.'000
At start of wear 33523 14236 53,759 56526
Aciditions 15,260 - 10,260 -
Fair value gains/(losses) 15,632 (37 152672 (12,767}
Cisposais {16.839) 12.035) {28874 -
At end of year 48,576 1,881 50,407 53,759

Tho ardinary shares are rovaiuad annusly at the Closs of business on 371 Decamizer by reforence 160 the Nairabi
Stock Excharoe guoted pricas. The fair value gains and losses arging from the revaiuation of the shares have
been ircludged in invesiment income in regpect of long-term insurance business { Note 6()), and delbited to the
revallation reserves in respect of general nsurance busingss respectively (Note 27),

18 Unquoted ordinary shares

{a) Group Total Total
2002 2001

Shs.'000 Shs.'000

At start of year: 70,870 70.870

Addditional shares inthe shares of East Africa Reinsurance Company Umited 13,063 -

Disposal of sharaes in East Africa Reinsurance Cormpany Lirnited (2,339)

fFair value gain (note 27} 5523 -

At end of year 90,107 70,870

(b) Company

At start of vaar 164,303 164,303

Transfer to Pan Africa Caneral insurances Lintie (164,303 -

At end of yvear - 164,303

Comprising

Investrnants in non-insurancs subsidiary companies - 93,433

Oiner ungucted investmeris - 70870

- 164,303
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17 investment in subsidiary companies (Company)

Fan Affca Life Assurance Limited and FPan Africa General Insurances Linmited are both wholly owred subsidiaries
of Per Altica neurance Holdings Urmited, &8 described innote ), the two subsicharss carry out the long term and
general msurance blsiness, respedciively, praviousty carred aut by Fan Africa Insurance Company Limfted,

Pan Africa General Insrance Limited nas the following subsidiary companies (&l incorporated in Kenva),

Name of subsidiary Shareholding Principal activity

Mae Properties Limited 100%, Development and sale of plots of land
Runds Water Lirmited* 100% Water distribution and estate management
Chern Cherni Lirrited® 100% Dorrart

(*sub-subsidiaries of Fan Afnca General insurance Lirled, being wholy-owned subsidiariss of Mae Froperties Limited)

in @ board masting helct on, 7ih December 2002, the Board of Cirectors approved the sale of 74.8% of Pan Africa
Genaral insurance Limted's imterest in Burnda Water Limited, and the sale of 100% of the Comparty's intarast in
Chem Chemi Mineral Water Limited. Both transactions ars expectad fo be concluded in the course of 2003,

18 Investment in associated undertakings - Group
The assccisted company, Refarce insurance Cormpary Tarzaria Urmited, imwhichihe Company has a 34%
intersst through Pan Africa General insurance Limited is incorparated in Tanzania and conducts genaral
inslrance business.
2002 2001
Shs./000 Shs.'000

At start of vear 25143 26,081
Acquisition of addiional interest 2878 -
Share of results pefore tax i 1,738 \ 4436 —)
Adiustment for priar vear audited profits 670) | [ (2833);
1,068 1,303
Shara of tax (385) (1,241
At end of year 28,704 25,143

The net share of the results of the associated company, s based on audited accounts for the year ended
Fst Decernper 2002, The previous years' snarewas based on the unaudited management acoourts, and an
adjustment has been madke in the current year following receipt of the prior yvear audited financial statemenis.

19 Assigned capital

I line with the ohjactives of the rights Issus exercise concluded irn 2000, itwas the intertion of the board to use
the proceeds prirnarily to furnd growth in the individual e business. The assigriment of capital of Shs.527, 261,000
to the Long terminsurance business in 2001 included the net proceseds of the isaue todsther with infra-business
balances existing as at 1st January 2001, The assignment was based on the net assets of the two business
seciors as &t st January 2001,

Themovermant inthe capital assigned to the Geneardl Insurence Busingss is as folows:

2002 2001
Shs.'000 Shs.'000
At start of vear 630,401 1,023,185
Net decrease arising from transactions inthe yvear (269.970) (392,794}

At end of year 360,431 30,400




20 Moaortgage loans - Group

At start ol year
Loans made
Loan repayments

At end of year

Armolnts approved by the directors
out ot advanced as al 31 Decemioer

Maturity profile of mortgage loans
Loans maturing

Wit 1 year

I 1- Syoars

i over Syears

Loans at;
{ooncessionany raias
Market ratos

21 Policy loans - Group

Atstartoftyear
Loars made
Loan repaynients

At end of year

22 Land and development - Group

Alsiartof year

Transfer from fiked as=ats
Hestatement to historicat cost
Costof plots sold

At end of year
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Long-term General
insurance insurance Total Total
business business 2002 2001
5hs.'000 Shs 000 Shs.'000 5hs." 000
53,423 G1.371 144,794 114833
7E3 19,387 27,000 38,6805
(2,257 (11,954) {17,206) (8,534
55,784 98,804 154,588 144,794
~ - - 8007
325 273 598 1,237
2004 573 2753 5,913
53,385 97862 151,237 138,744
55,784 938,804 154,588 144, 794
S50 85,843 120814 135,945
713 32,2071 33874 0840
55,784 98,804 154,588 144,764
Total Total
2002 2001
Shs.’G00 Shs.'000
78,835 1183
34,225 32,002
(37.718) (25,340
75,342 78,835
Totat Total
2002 2001
Shs.'000 Shs_ ‘000
38242 253124
- 100,934
- 13128068}
(B37) 0
37,545 38,242
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23 Bank balances, deposits and cash

Group Company Group Company
2002 2002 2001 2001
shs.'000 Shs.'000 Shs.'000 5hs.'000
Cagh at bank and in hand 73173 - 78,138 £3,493
Shortterm bank deposita 04,542 - 230525 2305625
At end of vear 227,715 - 306,663 300,018
Comprising;
Long-terminsurance business 160,587 - 256,432 256432
General insurance business 57,118 - 50,231 43,686
227,715 - 306,663 300,018

Forthe purposes of the general insurance business cash flow staterment, the year-end cash and cash equivalents

comprise the following:

Group Group
2002 2001
5hs.'000 Shs.'000"
Cash and bank balancss 67,18 50,231
Bank overdraft - (25,234)
At end of year 87,118 24,997
24 Other receivables
{a) Group Long term General
insurance insurance Total Total
business business 2002 2001
Shs.'000 Shs.'000 Shs.'000 Shs '000
Rent cutstanding 16662 2488 18,140 20210
Acorued nterest 1477 & 838 21015 4,240
Flol dettors - 24 160 24160 33.880
Cost of invesimert in the College of Insurance - 1171 17 1171
Defarrad acquisition costs - 13,355 13,355 14,923
Sundry dettors and prepayments 25611 7,180 32791 85,923
At end of year 55,440 556,192 111,632 169,356
{b) Company
Hert outstanding - - - 29,210
Acorued Interast - - - 4,249
Cost of invesiment atthe College ofinsurance - - - 1,171
Due from subaiciany company - - - 43,366
Deferred acquisition Costs - - - 14,923
Sundry debtors and prepayments - - - 75526
At end of year - - - 165,435
25 Share capital 2002 2001
Shs.'000 Shs.'000
At start and end of year 240,000 240000

Thetotal authorised Nnumberof ardinary shares s 100 000 with a par value of She. 5 parehare, The total ruryber of

ordingry shares in lssue are 48,000 with a par value Shs. & per share.
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286 Share premium
Alslarrandendofvear

27 Revaluation reserves

{a) Group

Quoted shares

Unguoted shares

Plant and machinery

Land and buidings

Watervworks

Rescrves arising on consolidalion

The movements in each category of reserves were as follows :

i) Quoted shares

Al start of yvear

Helessed on digposal of shares
Fair value loss (Nots 16)

At end of year

i) Unquoted shares
Al start of vear

Fairvalue gains (Note 16)
At end of year

iii) Plant and machinery
At start and end of year

iv) Land and buildings

At start of year

Sevaluation strplus on property and eguipment

Deferred lax on revaluation

Reclassticaton on transfer of assats to investrment properlies
Raclassification o transfer of fixed assaisto land and developrent
Transfer of excess depreciation

Defarrad tax on trarsfer

At end of vear

v) Waterworks
At start and end of vear

{b) Company
Quoted shares
At start of vear
Fair vaide lessi/gain fNote 15)

Resleased on trarsfer of shares to FPan Africa General Insurance Limnited

At end of year

2002 2001
$hs’000  Shs’000
364,431 364,431
2002 2001
She’000  Shs'000
(1.418) (32,880
8,523 -
7.818 7,518
43916 37,619
18,836 18,836
(33.140) (33,140)
44,535 (1,756)
(32,889) (20,105)
31841 -
(370) (12,784}
(1,418)  (32,889)
8,503
8,523 -
7,818 7,818
37,618 158,307
11,153 -
{2,400) -
- (22.816)
- (92,094)
(3.676) (5.298)
1,319 1520
43,916 37,612
18,836 18,836
(32,889) (20,105)
- 12,784)
32,889
- (32,8689)
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28 Retained earnings
Movernents inretained eamings are set out inthe statements of changes in equity on pages 26 and 27.

Retained earnings are comprised of Long term General
insurance insurance Total Tetal
business business 2002 2001
Group: Shs.'000 Shs.'000 Shs.'000 5hs.'000
Retained sarnings relating to revaluation
of vestroent properties - 267,385 267,368 271,363
Other relainad eamings (losses) _ - (28642 (28,842} 12,456

- 238,726 238,726 283,824

Distribution of retained earnings of Pan Africa Insurance Holdings | inited and Pan Africa Genaral insurance
Limfted arising out of revaluation of investrent properties s subjact o rastrictions impoesed by the Commissicrer
of Insurence.

29 Life funds

{a) Statutory funds (Group) Individual Group Pension Total Total
Life Funds Life Funds Funcds 2002 20
$hs.'000  Shs.'000 Shsa.'000 Shs.'000C Shs.'000

AT start of vear (as praviously reportod) 200,805 90,114 96,502 1,087,421 842567
Meclassiicaiion of leassheld land (100,943 - - (100,84 3) {100,943)
Tranefer from shareholdars’ funds 10C,943 - - 100,843 297,000
Excamtional iems {8,811 - - 8.8 {174,4053
ncrasse during yoar from

normal operations 57,743 3,256 12,363 76,3685 122,259
Intra funds trangfer (45,327 (6,108 - 151,425 -
At end of year 904,416 90,295 108,865 1,103,576 986,478

b) Statutory funds (Company)

At start ot year (as previously reported) 900,805 30,114 96,502 1,087 421 842,5€7

Heclassification of leasshold land (10C,243) - - (100,843} N00,243)
Trangter to Pan Africa Life Assurance (7958.862) (30,114) {98,502) (9864713 297,000

Exceptiona items - - - - {174,408}
InCrease curing the year from

rormal operations - - - - 122,265

At end of year - - - - 986,478

The statutory funds, wihich cornprise the individual fife lund snd superarnuzstion funds, were establishod In 1990 by
the Company inrespect of its long tenm insurance Duginess as required Under Section 45 of the Insurance Act,

AsdescribedinNote 1, at 1st January 2001 the long terrm business previoushy written by the company was
transferred to a wholy owned subsidiany of Pan Africa Insurance Holdings Limited, Pan Africa Life Assurance
Limitod,

The latest actuarial valuation of the life fund hekd by the subsidiary company was carried aut by the consulting
actuaries as at 31st Docermiber 2002 and revealed an actuarial surplus after allowing for interast and bornus
deciarations to memibers of deposit administration funds under management to with-profit policies respectively,
The directors, after consuiation with the acluarias, have transferred She 51,428 000 from the statutory funds to
the general func.




a7

The previous actuarial valuation as af 3tst Decarntcer 20071 indicataed that athough the group ife and pension
nes business revealed healthy actuarial surpiuses, indnvidual e business indicatexd an actuarizi deficit arising
maindy from new business strain. The deficit in the life fund was increasad further by the decision of the directors
to recogrise an kmpairment charge on cerlain investment properties amounting Shs 368,800,000 as wellasa
4% honus declaration to with profits indiviclual iife policies. In order to finance the defict in the vear as well as the
currernl and new ousingss strain that was aexpected o be generated over the period to 30th Juns, 2002, the
directors authorised a transfer of Shs. 287,000.000 from sharehalders' funds 1o the individuai life fund. These
furiis fommn part of $he rights issue procesds of 2001 apecifically raised 1o graw the individuad life businass,

During 2002 & further Shs. 100,243,000 was transferred from the shareholders flds 1o the ife funds, following
the write ddowin of leasshold properties as desaribed in note 12, Thug the total transfar from the shareholders funds
10 The individua! life fund ag at 31st Decemiber 2002 amourted to Shs. 387,243,000,

{¢) General Fund

The general fund represents a reserve maintained within the long-term insurance business, and represents
uraiiocatect surpluses from previous actuarial valuations. Transfars fronn this fund to the profit and loss accourt
and the statutory fuinds are made upon recommendation of the actuany. The movernents in the general fund are
showr on page 20

30 Deferred tax (asset)/iabtlity:
Deferred taxis calculaied, nfull onaltermporary differences using a principal lax rate of 30% The mavement on
the deferred tax account is as follows:
Group Group Company Company
2002 2001 2002 2001
Shs.'000 Shs *000 Shs.'000 Shs."000

arglar, of vear

- &8 pravicusly reported 3C010 125,654 (41113 (2,723}
deffarad tax on nvestment property fair value gains RB.043 L. 06043 56043 06043

- a5 rastaied 95,062 191697 61,832 £3,320

Profi and loss accourt (Note 8) (12,5887 (7.334) {A1,832} (1,388)

Charged to equity 2497 - - -

Reoloased on restatemant of

lmand & buldings to historical cost - (88,3210 -

At end of year 85,672 96,062 - 61,932

{he deferred tax assets and liabiities, deferrad lax chargs/(Credit) in the profit ard ioss account, and deferred tax
chargey/(Cradit) in eguity are atiribuiable to the Tollowing temes:

{a) Group - General nsurance business
At start Charged Charged At end
of year (Credited) to (Credited) to of year
(as restated) profit and loss equity
Shs.'000 Shs.'000 Shs."000 5hs.'000

Deferred tax {(assets) / liabilities

Accelerated tax depreciation 5695 {10,148) - {1,453}
Property revalustions 106,797 - 2.A97 108,284
Daferred devaiopment costs 15,915 208 - 17,123
Tax logcos {29,635) - - (28,535)
Provisions 180 (2947 - (2757

96,062 (12,887) 2,497 85,672
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(b) Group - long term business At start Charged/ Charged/ At end
of year {Credited) to  (Credited) to of year
(as restated) profitandioss  equity
Deferred tax (assets) / liabilities Shs.'000 Shs.'000 Shs.'000 Shs.'000
Acceerated tex depreciation - 1328 - 1,398 I:
Croperty revaluations 52207 13,742 - 55,950
T losges {99,432 (50,968) - {150,400
Provisions - (323) {3723}
A7175) (36.351) - (83326)

Less: deferre lax asset not recognised 470758 368,151 - 83326
Per balance sheet B - B .

The net delerred tax asset has not been recogrised as there may not be suifficient taxabic profits inthe
foresesatie future to utiisa the tTemporary differences.

At start Charged/ Charged/ At end
(c) Company of year {Credited) to (Credited) to of year
{as restated) profit and loss equity
Shs.'000 Shs.'000  shs.’000 Shs.'000
Accelerated accounting depreciation {1,110 4111 - - -
Tax losses {29,235) - - (28,535}
Properiy revaiuations 90,878 - - 95 5¢8
Net deferred tax liabillty 61,932 4,111 - 66,043
31 Other payables Long term General
ingsurance insurance Fotal Total
business business 2002 200
a) Group Shs.’000  Shs.'000 Shs.'000  Shs.'000
Rent deposits 7280 11,633 19213 10,456
Paxl and withholding tax arrears 5,810 28874 34684 4 887
Other creditors arnd accruals . 103,479 88,443 191,922 202,07
- 116,569 129,250 245,819 217,394
(b} Company R Total Total
_ 2002 2001
a) Group Shs.'000 Shs.'000
Hent deposlts - 10,456
FAYE ana withholding tax arrears - 4,867
Other creditors and accruals 28,439 65,342
29,439 171,665
32 Borrowings Long term General
insurance insurance Total Total
businass business 2002 2001
a) Group Shs.'000 Shs.'000 Shs.'000 Shs.'000
Pramiurmn financing 27128 - 27128 50,041
Bank Overdraft - : - 25234
27,128 - 27,128 75,275

Premiurm finarcing liabiliies relate to borraowings by instreds where the Group has entererd Into agresmants with
financiers o refund the cutstanding balancs of Lorowings in the evert of defaul by the borrower. The company
had received Ut premiums diring the year inrespect of the policies that were the subject of the financing
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33 Fair Values and effective interest rates
I the opinion of the directors, the fair vakues of inancial asssts approxinmate their camying amounts. The falowing
tabis summarises welghted average effective interest rates for the principal finencial asseis at the yvear ond,

2002 2001
% Yo
Deposits with financial institutions - ( Shis. accourts) 7.0 9.2
Deposits with financial institutions - { LUS$ accounts) 1.0 15
Treasury Bils 8.0 127
Treasury Bonds 13.0 135
Mortgage lcans - granted before 1112 2001 8.0 8.0
Maortgage loans - grarted after 3112.2001 10.0 -
BOrrowings 90 201
Policy nans 8.0 B0
Cornmerdal papar 9.42 3.0

34 Commitments
Capital commitments
Trgre were no capital corrmitmeants contractaed but not recorded in the financial staterments al the balance shect date

Operating lease commitments
ihe future mirimum lzage paymente under non cancelalble operating leases are as follows,

2002 2001
Shs.'000 Shs.'000
Not later than one year 15,877 10,037
35 Contingencies
The company has ingtituted legal proceedings against cartain former direct g S0t Of thes fiduciary duty.
It hies mlso fled defenceo against a former executivias directorwhio is claiming e ' o wronghul dismissai,

\amounting to

rance Lirmited
crlal iatiities wil arise

She. 5.420,510 (Fan Africa Life Agssurance Limited Shs 1,800,000 and Parn Africa Gendg
She, 4 600 510) arizing in the ordinary course of business, I is not articipated that ary ma
from these quaraniees,

36 Related party transactions {Group)
a) Mortgage loans to former Directors and companies related to them

At start of Advanced in At end of

vear 2002 Repayments year
i) Loans at concessionary rates Shs.'C00 Shs.'000 Shs, "000 Shs.'000
Principal armount 139,863 - 13,040 16,923
Interast onloans 494 2358 (284) 1,908

20,457 2308 (4.024) 18,531
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386 Related party transactions (Group)

E
]

(ii) Loans at market rates At start of Advanced in At end of
year 2002 Repayments year

5hs.' 000 She 'Q00 Shs.'000 Shs.'000

Principal amount 251564 . (2.577) 22,387

Iritersst on loans 1,365 4,690 [(3,848) 2418

_26,522 4,698 {6,465) 24,755

Thes armounts in (i and (i) ahove relate o loansto directors wiho relinguished their directorships in July 28017

b) Mortage loans to current directors at concessionary rate

Sringipal amours 3,815 - {30} 3,786
nterestonicans {4y 483 (283} 196
3,812 483 (313) 3,982

c} Insurance-related transactions with related parties
In the ordinary course of business the group receives and cadiss pramium 1o related comparies, on terms sirmilar
10 1hose extsnded to third parties. The folowing transactions wers ertered into during the year:

{i) Net premiums ceded net of commission (Group) 2002 2001
Shs.'000 _Shs.'000
East Africa Reinsurarce Company Limited 12608 587
Reliance insurance Comoany Tanzania Limited ' - (342)
African Life Assurance Company Limited _ .Braig DEIGS

80,427 28,444

(ii) Claims recoverable

East Africa Rongurance Cormpary Limited 8,846 -
African Life Assurance Cornpary Lirmited 50422 -
59,268

The above transaciions resulted in the Tolowing belances at the year end.

East Africa Reinsurance Company Limited {5,982) (B855)
Beliarce nsurancs Company Tanzania Lirmited 1,702 1,792
African Life Assurance Cormnpary Limitad {35,708) (5,700)

{(40,208) {4,763)

{d) Expenses incurred by or on behalt of related parties
I ihe course of the year, varous tarms of expenditLre have baan paid for by the company which will be recovered
from African Life Assurance Limited the principal shareholder, Sirnilarly, certain expenditure of the Company has
beon met by African Life Assurance Company Lirmiad which will e reimbursed to them, The cumuizative effact of
thost fransactions as &t 31zt Decamber 2002 ig;

At start of Transactions At end of

year during the year year

Shs.'000 Shs.'000 Shs.'000
Receivable from African Lile Assurance Company Limited 3627 21513 4813
Payable to African Life Asaurancs Company Limited 8327 (7 472) {16,799)

(5,700) {6,486) {12,186}

The armourt payable to African Life Assurance | irmited
car e furiher analyzed as followes:
Pan Africa Life Assuranaes L irmited? 4,005 4131 8,228
Pan Africa General Insurance Limitad 4025 3,341 7,430
Mae Properties Limited 1137 - 1137

9,327 7,472 16,799
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Ircluded in the Shs. 7,472,000 as transactions during the yvear, are rmanagement foes of She. 4,333,881,

e) Directors remuneration - Group 2002 2001
Shs.'000 Shs.'000

Directors remuncration : fees 2225 2150
s for managerment 18,600 _ 18836

18,825 21,086
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Top ten shareholders as at 30th April 2003

Shareholder Shares held %

1 Hutbris Holdings Limited 22,119.653 46,08
2 The Co-operative Bank Kenvyva Limied 3807 745 a1z
3 Thammo Holdings Limitec 3380652 7.04
4 BCPRatel 2,035 663 528
&  Kanchar<enyg Limited 2,025,028 422
6 NakEnterprises Limited 1,787 255 368
7 KenyaPReinsurances Corporation Limited 921,410 182
&  Slandic Nominees (W) Limited 830,000 1.31

9 Cannon Assurancs (K Limited 452 082 056
2 Financial Futures Limited A30855 0.80

38,171,553 79.624

Taotal Number of Shares In Issue 48,000,000

Shareholder's calender

Financial vear end Fat December
ArncUncernent of results 15th Al 2003
Annual report posted on or about 26th May 2003

Annual General Moating 19t Junes 2003



proxy form, .

The Sacreatary,

Pan Africa [nsurance Haoldings Limited,
Kenyatta Avenue,

PO Box 104923, Nairobi. 00100

PROXY,

A\

of

being & rrermiber of Ian afins insurence Holdings Limited and entiierd to

votes herelyy appoint . ) . —_

of

o faling nirn

of

as ryAour Proxy to vote for mie/us onoehalf at the Annuat Genara Meaating of the Company to
e held on 18th Jung 2003 and ar ary adipurnemant thereosf.
Aswitnass my/or hard this clary of 2003,

Signature(s) of

Note: in case of a corporation, the Proxy must be made
under s Common Seal,



