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Star Assurance Company Limited

Directors' report

The Directors present herewith the financlal statements for the year ended
31 December 2018, which discloses the state of affairs of Star Assurance Company Limited

Statement of Directors Responsibilities:

The Directors are responsible for the preparation of the financial statements that glve a true and fair
view of the company comprising the statement of financial position as at 31 December 2018, and the
income statement and statement of changes In equity and cash flow for the year then ended. In
preparing these financial statements, the directors have selected sultable accounting policies and then
applied them consistently, made judgements and estimates that are reasonable and prudent and follow
Intetrnational Financial Reporting Standards (IFRS), and requirements of the Companies' Act 1963 (Act
179), and the Insurance Act, 2006 (Act 724).

Going Concern:

The directors have made an assessment of the company's ability to continue in business as a going
concern and have no reason to believe that the business will not be going concern in the year ahead.

Nature of Business:
The principal activity of the Company is the provision of insurance services in accordance with the

Regulations of the Company. There was no changes in the principal activities carried out during the
year.

Other Matters:
The Directors confirm that no matters have arisen since 31 December, 2018 which materially affect the
financial statements of the Company for the year ended on that date.

Dec-18 Dec-17

Account Gh¢'000 Gh¢'000
Gross Premium 125,914 132,053
Reinsurance Premium (39,496) (48,175)
Profit before Tax 23,227 37,626
Corporate tax provision of (6,265) (10,230)
and National Fiscal Stabilisation Levy (1,162) (1,881)
leaving Net Profit after Tax of 15,800 25,515
which is added Income Surplus Account brought
forward from 31 December of the previous year 50,158 29,746
making a total Income Surplus of 65,958 55,261
from which is deducted
Dividend paid of; (1,087) -
a transfer to Contingency Reserve of (3,777) (5,103)
leaving a net balance on the Income Surplus Account
which is carried to the Statement of Financial Position 61,094 50,158

" J_" y A ‘- \‘ ————————
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Board Chairman Managing Director
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P. 0. Box GP 453 Deloitte & Touche
Accra : Chartered Accountants
Ghana The Deloitte Place, Plot No. 71,
' Off George Walker Bush Highway
North Bzorwulu
Bok GP 453, Accra
Ghana

Independent auditors’ report LLinowis.

To the members of Star Assurance company Limited emaigndelitre@deloitte.com.gh
Report on the Audit of the Financial Statements w2, deloitte. com/gh

Opinion

We have audited the accompanying financial statements of Star Assurance company Limited

which comprise the statement of financial position as at 31 December 2018, the statement of

profit or loss and other comprehensive income, statement of changes. in equity, statement of _
cash flows for the year then ended, the hotes to the financia! statements including a summary

of significant. accounting policies and other national disclosures.

In our opinion, the financial statements give a true and fair view of the financial position of
Star Assurance company Limited as at 31 December 2018 and the financial performance and
cash flows for the year then ended in accordance with the International Financia! Reporting
Standards, the Insurance Act, 2006 (Act 724) and in the manner required by the Companies
Act, 1963 (Act 179)..

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs), Our
responsibilities under those sta_ndards are-further described in the Auditors Responsibifities-
for the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the reguirements. of the International Federation of Accountants

Code of Ethics for Professional Accountants (IFAC Code) as adopted by the Institute of

Chartered Accountants Ghana (ICAG) and we have fulfilled our other ethical responsibilities
in accordance with IFAC Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our dpinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most

significance in our audit ‘'of the financial statements of the current period. These matters were

addressed in the context of our-audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters,

classificaron: conbdenia;
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Key audit matter

| How our audit addressed the key audit matter

The methodology and assumptions used in setting outstanding claims and other technical

insurance liabilities

Insurance reserv_es include the company’s
insurance liabilities, a prevision for Incurred
But Not Reparted (IBNR} claims, a provision

for reported claims not yet paid and a
‘provision for unexpired risks at the end of

the reporting period. The determination of
the value of the insurance reserves requires
significant judgment in the selection of key
assumptions and methodologies.

Management exercises significant
judgement in respect of the appro_priate
methodology in estimating the claims. and
other technical reserves. ‘Where passible,
the company adopts multiple techniques to
estimate the required level of provisions.
The. projections given by the various
methodologies also assist in estlmatmg the
range of possible outcormes.

The disclosures relating to claims IBNR are

inciuded. in the financial statements are.

considered important to the users of the
financial statements given the level of
judgement and estimation involved.

We evaluated and tested the design and implementation of the
key controls over the estimation of future claim payments. In
peﬁorming. the tests of controls, we co'n's'i_dere_d the
‘appropriateness of the control considering the nature and
significance of the risk, competence-and authority of person(s)
performing the control, frequency and consistency with which
‘the control is performed,

We challenged management'’s. k_ey assumptions over estimation’
of future claim paymients by performing the following:

We obtained the actuarial report and agreed the recorded TRNR
to the recorded balance.

We perforimed procedures to test the completeness and
accuracy. of the claims and premium data used in the
determination of the IBNR,

We werked with the Deloitte Actuarial & Insurance Solutions
Specialist to ascertain the- basis of |oss ratios and challenged
management on the appropriateness- or ctherwise of the ratios.
used in the expected loss ratio method. We evaluated the
-appropriateness of the 10ss ratios used.

We further confirmed whether data used in determining IBNR
is sufficient “and appropriate in terms of sufficiency and
precision.

We worked with the Deloitte Actuarial & Insurance Soluticns
Specialist to perform the following:

a. evaluated the .appropriateness and suitability of the
methodolomes used by the management expert i.e. basic chain
ladder method and expected loss. ratio methed

b. evaluated the appropriateéness and reasonability of
underlying assumptions and adjustments made in determining
the claims IBNR _

¢. performed a re~computation of the claims IBNR using the
claims’ data and gross premiums data and agree resuits to
amounts determined by the :management expert.

We carried out procedures to test the campetéence, capabilities
and objectivity of the. management's expert: We found that the
assumptions assessed by management were comparable to
historical performance and have been assessed as reasonable.
We: considered the disclosure relating to the insurance liabilities
and have found it to be appropriate and adequate.
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Independent auditors’ report

To the 'members of Star Assurance company Limited
Other Information

The directors are responsibie for the other information. The other infermation comprises the
Directors’ Report, Financial Highlighits, which we obtained prior to the date of this auditor's
s report. The other inforfmation does not include the financial statemerts and our auditof’s report
i thereon.
Our opinion on the financial statements. does not cover the other information and we do not
o express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our resp_o_nsibil_ity-'is_:to read the other
information and, in doing.so, consider whether the other information is materially inconsistent.
i with-the financial statements or our knowledge obtained in the audit, or otherwise appears to

be materially misstated. '

If, based on the work we have performed on the other information that we obtained prier to

the date of this auditor's report, we conclude that t_here s a material misstatement of this
~ other information, we are required to report that fact. We have nothing to report in this-
L regard,

- Responsibilities of the Directors for the Financial Statements

The directors are responsibie for the preparation of financial statements that give a true and
- fair view in accordance with International Financial Reporting Standards, the Insurance Act,
e 2006 (Act 724) and the requirements of the Companies Act, 1963, (Act 179) and for such

internal control as the directors determine is necessary to enable the preparation of financial
- statements that are free from material misstatement, whether due to fraud or error..

In preparing the financial statements, the directors are responsible for assessing the
o Company’s ability to continue as a going concern, disclosing, as appiicable_, matters related
- to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the Company or to cease operations, or have no realistic alterriative but to

....... . do so0.

Auditor’s Responsibilities for the Audit of Financial Statements:

Qur objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or.error, and to issue ar
auditor's repart that includes our-opinion. Reasonable assurance-is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or erfor.and are
considered material if, individually or in the aggregate, they .could reasonably be expected to
influence the economic decisions 'c__;'_f users taker on the basis of these financial statements..

chassification: confidentiai
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Independent auditors’ report

To the members of Star Assurance company Limited

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

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

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

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

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

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

.achieves fair presentation.

classificabion: ronfidential 8
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Deloitte

Independent auditors’ report

To the members of Star Assurance company Limited

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

Report on Other Legal and Regulatory Requirements

The Companies Act, 1963 (Act 179) requires that in carrying out our audit work we-consider
and report on the following matters.

We confirm that:
i) We have obtained all the information and explanation which to the best of our
knowledge and belief were necessary for the purpose of our audit.

i) The Company has kept proper books of account, so far as appears from our
examination of those books.

iii) The Company’s financial position and its statement of profit or loss and other
comprehensive income are in agreement with the books of account and returns.

In accordance with section 78(1) (a) of the Insurance Act, 2006, (Act 724), the company has’
kept accounting records that are sufficient to explain its transactions and financial position
with respect to its insurance business and any other business that it carries on.

The company has generally complied with the provisions in the insurance Act 2006(Act 724).

The engagement partner on the audit resulting in this independent auditor's report is Abena
Biney (ICAG/P/1508)

Nolodle < louckae .

For and on behalf of Deloitte & Touche (ICAG/ F/2019/129)
The Deloitte Place, Plot No.71

Off George Walker Bush Highway

North Dzorwulu

Accra

F%’*“A@nl) ..... veeerere 2019
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Star Assurance Company Limited

Statement of financial position

As at 31 December 2018

Assets

Property, Plant & Equipment
Intangible Assets
Investment Properties

Available-for-sale Equity Investments

Amount due from Reinsurers
Other Receivables

Available-for-sale Debt Investment

Cash and Bank Balances
Total Assets

Equity and Liabilities
Stated Capital
Available-for-sale Reserve
Contingency Reserve

Income Surplus
Total Equity

Liabilities

Insurance Claims Liability
Amount due to Re-insurers
Payables and Accruals

Provision for Unearned Premiums

Deferred tax liability
Current tax liability
National Fiscal Stabilisation Levy

Total Liabilities

Total Equity and Liabilities

7 Y
..... "‘.U‘

Board Chairman

CLASSIFICATION: CONFIDENTIAL

Notes

15

i6

17
i8 (a)

19
20
21

22
18 (b)
23
24

25

27
26
30
14
28

Managing Director

Dec-18 Dec-17
Ghd¢'000 Ghd¢'000
3,990 3,799
216 313
73,663 12,060
76,319 17,010
2,024 4,227
8,242 6,195
142,036 156,428
11,335 92,594
317,825 292,626
130,235 130,235
1,131 1,084
25,329 21,551
61,094 50,158
217,789 203,028
38,062 36,550
7,946 2,375
4,849 5,177
38,295 34,192
6,169 6,154
3,190 2,890
1,525 2,260
100,036 89,598
317,825 292,626
10



Star Assurance Company Limited

Statement of profit or loss and other

comprehensive income
For the year ended 31 December 2018

Dec-18 Dec-17

Notes Gh¢'000 Gh¢'000
Insurarnice premium revenue 5.12 125,914 132,053
Insurance premium ceded to réinsurers. 512 {39,496) (48,175)
‘Premium Retained 86,418 83,878
Less Unearned Premium Provision (4,104) (185)
Net Premium Earned 82,314 8_3,6__93
Reinsurance commission 7 9,182 8,965
Investment income 8 42,539 34,262
Other Income 9 1,293 5,779
Net Income 135,328 132,699
Underwriting Expenses
Commission Expense 10 25,134 24,749
Claims-and loss adjustment expenses 11 27,7556 33,225
Claims and loss adjustments expenses recovered (2;202) (2,124)
Net insurance éxpenses 50,688 55,840
Operating Expenses 12 43,691 38,084
Total Expenses 94,379 94,824
Results of operating activities 40,949 37,875
Impairment Provision on Fixed Depaosit Inv _ (17,685) -
Finance cost 13 (37) (248)
Profit before Taxation 23,227 ‘37,626
Income tax expense ia4 (6,265) {10,230)
National Fiscal Stabilisation Lavy 28 {1,162) {1,881)
Profit for the year 15,800 25,515
Other Comprehensive Income _
Items that may be reclassifiad subsequent to Profit or
Loss
Revaluation gains on Available-for-saie assets 13 46 738
Total Comprehiensive Income 15,846 26,253

CLASSIFICATION: CONFIDENTIAL
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Star Assurance Compény Limited

Statement of cash flows
For the year ended 31 December 2018

Reconciliation of Operating Income to Cash Flow

from Operating Activities
Profit before tax

Adjustments for:
Depreciation Charges

Amaortisation of Intangible Assets
Revaluation Gain on Tnvestment Properties
Investment Income

Operating Profit before working capitat changes

Change in Amount due from Re-insurers
Change in Loans and Receivables

Change In Provision for Unearned Premium
Change in Insurance Claims Liabilities
Change in Greditors and Accruals

Change' iy Amount due to Re-Insurers

Cash Infiow from Operating Activities

Return on Investment and Servicing of Finance
Investment Income

Taxation
Corporate Tax Paid _
National Fiscal Stabllisation Levy Paid

Net Cash Inflow from Operating Activities
Investing Activities

Acquisition of Property and equipment
Acquisition of Available-for-sale financial assets

Proceeds from Sale of Available-for-sale financial assets

Acquisition of Investment Property
Acquisition of Intangible Assets

Net cash flow from investing activities
Financing Activities

Issue of Shares

Borrowing Repaid

Dividend Paid

Net cash flow from financing activities

Increase in Cash and Cash Equivalents
Cash and Cash Equivalents 1 January

Cash and Cash Equivalents 31 December

CLASSIFICATION: CONFIDENTIAL

Dec-18
Note Gh¢'000

23,227

2,268
87

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

(14'-89.7')

(2,457)
(59,264)

(61,603)

249,023

31 153,371

Dec-17
Ghd'o00

37,626

1,833
97

(3,401)

(34,262)

(4,290)
(1,768)

(1,573)
(300)
500’

122,185



Star Assurance Company Limited

Notes to the financial statements
For the year ended 31 December 2018

1 Generai information

1.1 Corporate information
Star Assurance Company Limited, a company limited by shares was Incorporated in Ghana under the
Companies Act, 1963 (Act 179) and the Insurance Act 2006 (Act 724). The company Is permitted by its
regulations to carry on, inter alla, the business of nen-life: insuranpce business, including fire, motor,
general accident, marine, travel and aviation. The registered office of the company s the First Floor of
the Stanbic Heights Building, 215 South Liberation Link - Airport City, Acca - Ghana.

1.2 Stateme_nt of compliance
The financfal statements have been prepared in accordance with International Financlai Reporting
Standards (IFRS), as issued by the International Accounting Standard Board (IASB), as required by the
Institute of Chartered Accountants (Ghana), the National Insurance Commission, per the Insurance Act
2006 (Act 724) and the Companies Act, 1963 (Act 179),

1.3 Basis of preparation
The financial statements have been prepared ori a historical cost basis except for the following assets and

llabilities that are stated at their fair values: financial Instruments that are faip value through profit or

loss; financia) instruments classified as avaitable-for-sale; investment properties and property, plant-and
equipment. The financial statements are presented in Thousands of Ghana Cedis (Gh¢'00D).

2 Application of new and revised Financial Reporting Standards (IFRSs)

2.1 IFRS 9 "Financial Instruments"
Disciosures abount the temporary exemption from IFRS 9
The company Kas opted for the deferral of IFRS 9-towards the implementation of IFRS 17, and-below is
the pfedominance percentage calculated as at 1. January 2018 (being first time of assessment) that that
Justify this temporary exemption application: '

Gh4¢'000
Total Insurance Liabilities at January 2018 73,117
Total Liabilities at January 2018 _ 89,598
;Predem}nanc_epercen'tage: Total Insurance Liabilities 81.6%

Toal Liabilities

This predominance continues to apply as of the year-end as there is no change in the company's
activities

CLASSIFICATION:CONFIDENTIAL
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~ Star Assurance Company Limited

-~ Notes to the financial statements
o For the year ended 31 December 2018

2 Application of new and revised Financial Reporting Standards (IFRSs)
2.1 IFRS 9 "Financiaf Instruments"
s Disclosures about the temporary exemption from IFRS ¢

Financial Assets: Classification

Instrument Description of business model and cash flow Classification under
characteristics IFRS 9
Cash Amortised Cost,
Bonds Hold to collect contractual cash flows which are Amortised Cost

solely payments of principal and interest

‘Treasury Bills Hold to collect contractual cash flows which are Amortised Cost
solely payments of princlpal and Interest

Bank Fixed Deposits  1yoid to collect contractual cash flows which are ~ Amortised Cost:
solely payments of principal and interest

Listed Shares Not held for trading or as a contingent FvTOCI

consideration

Unlisted Shares Not hetd for trading or as a contingent FVTOCI
consideration

Mutual Funds Not held for trading or as a contingent FVTOCI
consideration

Staff Loans Hold to collect contractual cash flows which are: Amportised Cost
""" ' :solely paymerits of Principat and interest

Other Debtors FVYTOCT

CLASSIFICATION: CONFIDENTIAL




Star Assurance Company Limited

Notes to the financial statements
For the year ended 31 December 2018

2

2.1

2.2

Application of new and revised Financial Reporting Standards (IFRSs)
XFRS 9 “"Financial Instruments”
Disclosures about the temporary exemption from IFRS 9

Financial Assets: Measureinent

_ Carrying Amount as Carrying Amount as o
Instrument at 31 Dec. 2018 at 31 Dec. 2018 Fair value
(1IAS 39) (IFRS 9) change
‘Gh¢'000 Gh¢'000 Gh¢'000
Cash 11,335 11,335 -
Treasury Bills 582 582 -
Bank Fixed Deposits 141,454 141,454 -
Listed Shares 1,247 1,247 -
Unlisted Shares 74,449 74,449 -
Mutual Funds 623 623 -
Staff Loans 2,490 2,490 -
Other Debtors 5,752 5,752 -

Credit risk of Financial Assets

For information about the credit risk exposure , including significant credit risk concentrations,
inherent in the various financial assets identified above, refer to credit risk disclosures in note
5.4

IFRS 15 “Revenue from Conhtracts with Customers” ,

This new revenue mode!, which became effective for annual periods beginning January 1 2018,
appifes to all contracts with customers except leases, insurance contracts, financial instruments,
guarantees and certain nen-monetary exchanges. The sale of non-monetary financial assets,
such as property, plant and equipment, real estate or intangible assets will also be subject to
some of the requirements of the new model.

The standard introduces a revenue model in which the core principle is that an entity should
recognise revenue to depict the transfer of prdmised-goods or services to the customer in an

amount that reflects the consideration to which the entity expects to be entitled in exchange for

those goods or services.

CLASSIFICATION: CONFIDENTIAL
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2 Appiication of new and revised International Financial Reporting Standards (IFRSs) -
{Cont'd)

2.3 1IFRS 2 Ciassification and Measurement of Share-based Payment Transactlons —
Amendments to IFRS 2
The IASB Issued amendments to IFRS'2 Share-based Payment that address three maln areas:
the effects of vesting conditions on the measurement of a cash-settied share-based payment
transaction; the ciassification of a share-based payment transaction with net settlement
features for withholding tax obligations: and accounting where a modification to the terms and
conditions of a share-based payment transaction changes its classificatlon from cash settled to
equity settled. _
Onh adoption, entities are required to apply-the amendments without restating prior periods, but
retrospective application is permitted If elected for all three amendments and other criteria are
met. The amendments are effective for annual perlods begtnning on ér after 1 January 2018,
with early application permitted, '
This standard does not however apply to the operations of the Company,

2.4 TFRS 16 Leases (effective for annual periods beginning on or after 1 January 2019)
IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining
whether.an Arrangement contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. IFRS 16 sets out
the principles fortherecognition, ‘measurement, presentation and disclosure of leases and
requires iessees to account for all leases under a single on-balance sheet mode! simliar to the
for lessees - Ieases of ‘low-vatua’ assets (e.g., personal computers) and short-term leases (.e.,
leases with a lease term of 12 months or less). At the commencement date of a lease, a léssee
will recognise. a liability to make lease payments (i.e., the lease llability) and an asset
representing the right to use the underlying asset during the lease term (i.e., the right-of-use
asset). Lessees will be required to separately recognise the interest expense on the lease
liability-and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the oceurrence of certain
events {e.q., a change in the lease term, a change in future lease payments resulting from a
change in an index or rate used to determine those payments). The fessee will generally
recegnise the amount of the. remeasurement of the lease liabitity as an adjustment to the right-
of-use asset,

Lessor accoeunting under IFRS 16 is substantiaily unchanged from. today’s accounting under IAS:
17. Lessors will continue to classify all leases using the same classification principle. as'in 15 17
and distinguish between two types of leases: operating and finance leases.

IFRS 16 also requires lessees and Jessors to make more extensive disclosures than under [AS
17,

IFRS 16 is effective for annual periods beginning on or affer 1 January 2019. Early application is
permitted, but not before an entity appiies IFRS 15, A lessée can choose to apply the standard

CLASSIFICATION: CONFIDENTIAL
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2

2.5

2.6

Application of new and revised International Financial Reporting Standards (IFRSs) -
(Cont'd)

IFRS 17 Insurance Contracts )

In May 2017, the TASB jssued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new
acceunting standard for ‘insurance contracts covering recognltion and measurement,
presentation and disclosure. Once effective,

IFRS 17 will replace IFRS 4 Insurance Contracts (IFRS 4} that was Issued In 2005, IFRS 17
applies to afl types of Insurance contracts (l.e., life, non-life, direct insurance and ré-Insurance),
regardless of the type of entities that issue them, as well as-to certain guarantees and financial

instruments with discretionary participation featlres.

A few scope exceptions will apply. The overall objéctive of IFRS 17 Is to provide an accounting
model for Insurance contracts that. is more useful and consistent-for insurers. In contrast to the
requirements In IFRS 4, which are largely based on grandfathering previous local accounting
policies, IFRS 17 provides @ comprehensive medel for insurance contracts, covering_all relevant
accounting aspects. The core of IFRS 17 is the-general

modei, supplemented by:.

* A specific adaptation for contracts with direct participation features (the vartable fee approach)

* A simplified approach {the premitim aliocation approach) mainly: for short-duration contracts.
IFRS 17, originally scheduled to be sffective for reporting periods beginning on or after 1
January 2021 has new been rescheduied to take effect from January 2022, with ¢omparative
figures required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS
15 ©n or before the date it first applies IFRS 17.

Amendments to IAS 40 - Transfers of Investment Property

The amendments "clarify-'when an entity should transfer property, i'nc!udi_ng property under
construction or development into, or out of invastment property. The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A mere change in management’s intentions

for the use of a property does not provide evidence of a thange in use. Entities should appiy the
‘ameridments prospectively to changes in Use that occur on or after the beginning of the annual

reporting peried in which the entity first applies the amendments,

An entity should reassess the classification of property held at that date and, if applicable;.
reclassify property to reflect the conditions that exist at that date. Retrospective applicatiosi in
accordance with IAS 8 is only permitted if it is possible wit_h‘out'th‘_e use of hindsight,

Effective for annual periods beginhing on or after 1 Janua ry 2018. Early application of the.
amendmeénts is permitted and must be disclosed.

CLASSIFICATION: CONFIDENTIAL
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2

'2.1 7

2.8

Application.of new and revised International Financial Reporting Standards {(IFRSs}) -
{Cont'd)

Amendments to IFRS 4 Insurance Contracts _

Ine IALB issued amendaments to IFRS 4 praviding two options ror-entities-that Issue Insurance
contracts within the scope of IFRS 4:

* an option that permits entities to reclassify, from profit of loss to other comprehensive

income, some of the income or expenses arising from deslgnated financlal assets; this Is the

so-called overlay approach;

* an optionat temporary exemption frem applying IFRS 9 for entitles whose predominant
activity is:issulng contracts within the scope of IFRS 4; thls is the so-called deferral approach.

An entity choosing to apply the overlay approach retrospectively to qualifying financlal assets
does so when It first applies IFRS 9. An entity choosing to apply the deferral ‘approach does sg
for annual periods beginning on or after 1 January 2018. The application of both approaches iz
optional and an entity is permitted to stop applying them before the new Insurance contracts
standard is applied.

Annual Improvements 2014-2016 Cycle (issued in December 2016)
These improvements include:

2.9.1 IFRS 1 First-time Adoption of International Financial Reporting Standards - Deletion

2.9.2

of short-term exemptions for first-time adopters
Short-term exemptions in paragraphs E3~E7 of IFRS 1 were deleted because they have now
served their intended purpose.

The amendment is effective from 1 January 2018. This amendment s not applicable to the
company.

IAS 28 Investments in Associates and Joint Ventures - Clarification that measuring
investees at fair value through profit or loss is an investment-by-investment choice
The amendments clarify that:

= An-entity that is a venture capital organ‘isatibn,_ or other qualifying entity, may elect, at initial
recognition oh an investment-by-investmant basis, to measure.its investments in associates
and joint ventures at fair value through profit or joss.

» If an entity, that is not itself an investment-entity, has an interest in an associate or joint
venture that is an investmerit entity, the entity may, when applying the equity method, elect
to retain the fair value measurement applied by that investment entity associate or joint
venture to the investment entity associate’s or joint venture’s.interests in subsidiaries. This
election is made separately for each investment entity assoclate or joint venture, at the later
of the date on which: (a) the investment entity assceciate or joint venture is. initially
recognised; (b) the associate o joint venture-becomes an investment entity; and {c) the
investment entity associate ar joint venture first becomes & parent.
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2.9.3

2.9.4

IAS 28 Investments in Associates and Joint Ventures - Clarification that measuring
investees at fair value through profit or loss is an investment-by-Investment cholice

The amendments should bBe applied retrospectively and are effective from 1 January 2018,
with earlier application permitted, If an entity applles those amendments for an earller
period, it must disclose that fact.

These amendments are not appilcable to the company.

Applying IFRS 9 Financizl Instruments with IFRS 4 Insurance Contracts -
Amendments to IFRS 4

rd, IFRS 9, before implementing IFRS 17 Insurance Contracts, which replaces IFRS 4,
The amendments introduce two optlons for entities Issulhg insurance coptracts: a temporary
exemptlion from applying IFRS 9 and an overlay approach. The temporary exemption Is first:
applied for.reporting periods beginning on or after 1 January 2018.

An entity may elect the overiay approach when it first applies IFRS 9 and apply that approach
retrospectively to financla! assets designated on transition to IFRS 9. The. entity restates
comparative information refliecting the overlay approach If, and only If, the entity restates

comparative informaticon when applying IFRS 9,

The amendments address concerns arising from implementing the new financlal instruments.
standard, I

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on inltial

A'Itern'atively, an entity may apply the Intérpretation. prospectively to all assets, expenses and
income’in its scope that are initially recognised on or after:

1. The beginning of the reporting period in which the entity first applies the interpretation Or

ii. The beginning of a prior reporting period presented as: comparative information in the
financial statements of the reporting period in which the entity first applies the interpretation.
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Forthe year ended 31 December 2018

2.9.4 IFRIC Interpretation 22 Foreign Currency Transactions and Advance Conslderation

2.9.5

(Cont'd)

The Interpretation is effective for annual periods baginning on or after 1 January 2018, Early
application of interpretation is permitted and must be disclosed, Hawever, since the
company’s current practice Is in {ine with the Interpretatlion, the company does not expect
any effect on its financlal statements,

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments Involve.
uncertainty that affects the applicatlon of IAS 12 and does not apply to taxes or ievies'
outside the scope of IAS 12, nor does it specifically include requirements relating to Interest
and penalties associated with uncertain tax tréatments.

The Interpretation specifically addresses the following:

Whether an entity considers uncertain tax treatments separately

» The assumptions an entity makes about the examination of tax treatments by taxation
authorities

= How’an entity determines taxable profit (tax loss); tax bases, unused-tax iosses, unused
tax credits and tax rates

» How an entity considers changes in faéts and circumstances.

A entity must determine whether to consider each.uncertaln tax treatment. separately or
together with one or more other uncertain tax treatments. The approach that better predicts.
the resolution of the uncertainty should be followed. The Interpretation Is effective for annual
reporting periods beginning on or after 1 January 2019; but certaln transition reliefs are
available. The eompany wili apply interpretation from its- effective date.

The Entity has efected not to.adopt these new standards and amendments to exlsting
standards in advance of their effective dates, The Entity anticipates that the adoption.of
these standards and amendments to existing standards will have no material impact on the
financial statements. of the Entity in the period of initial application

Critical Accounting estimates and judgement

The preparation of financial statements in conformity with IFRSs requires Management to
make judgement, certain critical accounting estimates. and assumptions that affect the
application of policies and reported amiounts of assets, liabilitles, income and. expenses, The
estimates and the associated assumptions are based on historical experience and other
factors that are reasonable under the circumstances, the results of which form the hasis of
miaking judgement about the carrying amounts of assets and fiabilities that are not readity
apparent from other sources.

The estimates and the underlying assumptions are reviewed on an ongoing basis. Revision to
accounting estimates are recognised in the period in which the estimate is revised if the
fevision affects only that period or in‘the period of the revision and future periods if the
revision affects. both current and future periods..
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3
3.1

3.2

3.3

3.4

Critical Accounting estimates and iudgement

The ultimate liability arising from claims made under insurance contracts

The estimation of the tltimate liability arising from ciaims made under Insurance contracts Is.
the company's most critical accounting estimate. There. are several sources of uncertalinty that
need to be considered in the estimation of the liability that the company will ultimately pay far
such claims, For-example Insurance contracts are sold out to different insured who are exposed
to diverse insurance risks. '

Impairment of available-for-sale financial assets
Thé company assesses at each reporting date whether there is objective evidence that available-

-for-safe.f_inancia_f assets are impaired and impairment loss determined when. the fair value of the

determination of what is significant requires judgement. In making this .ju_dgement; the

.comp'ahy.ev'a!'uates_ among other factors, the normai Voiatﬂlty in share price, the financlal health
of the investee, industry and sector performance, changes in technology, and operational and
financing cash flow. Impaitment may be appropriate-when there is evidence of deterioratlon in

‘the fipancial heaith of the investee, industry and sectoj performance; changes in:technglogy,

Fair value of financial instruments

The fair values of financial instruments where noe active market exists or where quoted prices
are not otherwise availabie are determined by using valvation technigues. In these cases the
fair-values are estimated from observable data In respect of similar financial instruments-or
using models. Where markat observable inputs are not avallable, they are estimated based o

To 'the' extent prac‘fical-, models lise only observable data; however, areas such as credit risk
(both own credit risk and counterparty risk), volatilities and correlations require management to
make estimates.

Fair value of non-financial instruments

The fair value of non-financial assets reflect'the highest and best use of the assets from a
market participant’s perspective, Fair value measurements of non-financial assets take’into
account *a 'm.ar’két_pa'rtic_ipant"s ability to generate economic b_enef_its_.by using the asset in its
highest and best use or by selling it to another market participant that would vse the asset in its
highest and best use', with due. consideration given to what is physically possible, legally
permissible and financially feasible. '

As per the requirements of IAS 36, impairment testing is conducted on the various classes of
non-financial assets in the determination of their fajr value.

CLASSIFICATION: CONEIDENTIAL
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4

4.1

4.2

Summary of significant accounting policles
The significant accounting policies adopted by the company under the International Financlal
Reporting. Standards (IFRSs) are set out helow:

Revenue recognition _

I recognising the various revenue tines in the financial statements, the-company_considered -and
applied the specific requirements of all the relevant standards, including IFRS 4 {revised) and
IFRS 15.

»Insurance premium revenue

Premiums aristng from Insurance contracts are recognised as. revenue (earned premlums)
proporticnally over the period of coverage. The portion of premium received on in-force contracts
that relates to unexpired risks at the reporting date Is reported as the unearned premium liability,
Premiums are shown before the deduction of premium payable to retnsurers and commilssions
payable to intermediaries but exclude cancellations and refunds,

- Commission income
Commission incorn_e consists primarily of reinsurance and profit commissions, Commission income
is:generally recognised on an accrual basis when the service has been provided.

* Interest income

Interest income for financial ‘assets that are hot classified as fair value through profit or loss is

recognised using the effective interest method. ‘When -a recelvable is impaired, the Company
reduces. the carrying. amount to its recoverable ameunt, being the estimated fiture cash flow
discounted at the original effective interest rate of the instrument and continues unwinding the

discount as interest income,

» Dividend income.

Di\fide‘nd_ income for -Ava_ila”ble-Fo_r—Sal_e: Equities I5 recognised when the right to receive payment
is established - this'is the ex-dividend date for equity securities.

- Rental income
Rental income from InVestment-Prqperties_is recognised on an accrial basis;

Insurance contracts

The Company undertakes non-life insurance contracts. An insurance. contract is a contract under
which the Company accepts significant insurance risk from insured (poiicyholder) by agreeing to
compensate. the insured. if an uncertain future event (the insured event) occurs. The insurance
contracts are broadly categorised into casualty, property and personal accident,

Under casualty insurance ‘contracts, the company protects the policyholders against claims for
causing harm to third parties as a result.of tegitimate activities of the policyholders.

CLASSIFICATION: CONFIDENTIAL
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4 Summary of significant accounting policies {cont'd)

4.2 Insurance contracts (cont'd)

Property insurarice contracts mainiy ‘compensate policyhoiders for damage suffered to thelr
properties or for the value of property lost or for the loss of earnings caused by the Inablilty. of the
policyholder to use the Insured properties in' their business activities {business interruption cover),
Under personal accident insurance contracts, the Compariy mainly compensates. the policyhoiders

for bedily injuries suffered by them or thelr family members or-employees,

The major linés -of businesses involved in the above categories are motor, fire; marine and aviation

and. pther accidents.

 Claims and ioss adjustment recoveries

Claims and loss adjustment expenses are charged to income as incurred based on the gstimated

lability for compensation payable to claimants when the insured event occurs.

Claims incurred are expenses for the period which comprise; provision for claim

the perjod or not; and a provision for claims Incurred but not reported (IBNR}.

- + Claims and loss adjustment recoveries

Outstanding claims represent the estimated ultimate cost of settling all claims arising from
incidents occurring prior té the reporting date, but not settled at that date. Outstanding claims are

Claims paid represent all payments made during the perfod, whether arising from events-during

that period or prior periods.

- Liability adequacy test of insurance liabilities.

An insurance liability is insurer’s: net contractual obligations. under an insurance contract.. At each
reporting date, the Company performs. a’liability adequacy test on its. insurance labilities fess
related deferred acquisitions. costs and intangible assets to ensure that the carrying value is
adequate, using current estimates of future cash flows; taking into account the relévant
ment shows that the carrying amount of the liability is

investment returns. If that assess

inadequate, any de’ﬁciency is recognised as an'expense to the statement of comprehensive income
initially by writing off the: intangible assets and subseguently by recognising an additicnal liability

for claims provision or recogn'is_ing a provision for unexpired risks.

CLASSIFICATION: CONFIDENTIAL
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-~ 4.2 Insurance contracts (Cont'd)

* Receivables and payabies related to reinsurance contracts
Receivable and payables arising from Insurance and refnsurance contracts are recognised when due

and measured at amortised ‘cost using the effective interest rate method. These Include amounts

due to and from agents, brokers, policyholders and relnsurers. The Company assesses at each
reporting date, whether there is any objective evidence that Insurance receivable |s impaired. If
- there is objective evidence that the insurance recelvabie is Impaired, the Company reduces the
: carrying amount of the recefvable accordingly and recognises that Impairment loss in the

statement: of cum_prehen's_ive income. Recelvable ig impafr-_ed and impalrment losses are incurred If,.

e - Salvage and subrogation

: ‘Some insurance contracts permit the Company to seli damaged property acquired in settling a
¢laim: known as salvage. The company assumes the right of ownership of the property after the
related claim hes been adjusted and settled to the mutual satisfaction of the company and the
claimant,
Income from the salvaged property is, recognised at the point of safe. This is at the peint where the
inflow of the economic benefit embodiment betomes probable and can be measured reflably.

Under subrogation, the company may have the right to pursue third parties for payment of some

or all cost of certain claims payable if it is proved beyond reasonable doubt that the third party

caused the accident. Income “from subrogation is recognised when the third party agrees to the
' amount recoverable or when a judgement is given in favour of the company.

4.3 Current taxation
The Company prevides for income taxes at the current tax rates on its taxable profits. Current tax
is the expected tax payable on the-taxable: income for the period using tax rates (and laws) that
have been enacted or substantially enacted by the. reporting date,. and any adjustment to fax

payable in respect of previous years.
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4.4 Deferred taxation

4.5

A deférred tax asset is recognised onty to'the extent that it Is probabile that future taxable profits
will be available against which the asset can be utilised. Deferred tax assets are reviewed at cach

Property, Plant and Equipment

All items of property, plant and equipment are stated at. historical cost less accumulated
depreciation and impairment losses: Historical cost- inciudes the: purchase prices of items of
property, plant and equipment and directly attributable cost of acquisition,

Subsequent costs are inciuded in the asset’s carrying amourit ‘'or afe recognised as a separate
asset, as appropriate, only when it is probable that future ecénomic benefits. associated with the

edited directly to equity under
the. heading of revaluation surplus. However, the increase is recognised In profit or loss to the
extent that it reverses a revaluation decrease of the same asset previously recognised in profit or
loss, On the other hahd, a decrease in the carrying amount of an asset #s a result of a
revaluation is recognised in profit or ioss. However, a decrease is debited directly to equity-upder
the heading. of revaluation.surplus to the ‘extent of any credit baiance existing in the revaluation
surpius in respect of that asset.,
Bach year, the difference between depreciation based on the revaluation carfying amount of the
asset and depreciation based on the asset’s original cost, net of any related deferred income tax,
is trénsférred from the revaluation surplus to retained earnings..

Land is not depreciated. Depreciation on other assets is' computed using the straight-line method

Increase in the carrying amount arising on revaluation of asset is cr

‘to allocate the depreciableé-amounts over the assets’ usefu! lives, at the fdllowing annual rates:

Motor Vehicle 25%
Furniture and equipments 20%
Computer Hardware 25%
Freehold building 5%

The assets’ residual values and useful lives. are reviewed at each reporting date and adjusted i
appropriate.

CLASSIFICATION: CONFIDENTIAL
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4.6 Investment Properties

Investment Properties are properties owned or leased by the Company which are held for lgng-term
rental income and for capital appreciation other than propertles held for use in the production ar supply
of service or for 'administrat.‘ve_p_urposes; er for sale in the ordinary course of business, investment

Transfers from’ investment properties are made when the Company commences owner-occupation or
cemmences development with.a view to sale. And transfers to investment properties are made when
the Company e'nds-'owner-occup_a_tlon‘ or commences an operating lease to another party. When 'the
Company-transfers investment property carried at fair value to awner-occupled property or Inventorles,
the property’s. deemed cost for subsequent accounting in accérdance with 1A5°16 or IAS 2 is its fajr

Financial Assets and Financial Liabilities

- Categorisation of Financiaf Assets and Financial Liabiiities

The-.Company classifigs its financial assets in the following categories: financial assets at fair value
through profit or joss; loans and receivable; available-for-saie financiat assets; .and held-to-maturity
investments, Financial Liabilities are classified as either held at fair value through profit or loss, or
amortised-cost. Management: determines the categorisation of its Financial Assets and Financia)
Liabilities at initial recoghition.

- Financial Assets and Financial Liabilities at Fair Value through Profit or Loss
Financial asset or liability at fair vaiue through profit or loss is a financial asset or financial liability that
meets either of the following conditions:

. Held for Trading _

A financial asset or financial liability is classiffed as held for trading if it is; acquired or incurred
principally for the purpose of selling o repurchasing in the near future; or part of a portfolic of
identified financial instruments that are managed together and for which there is evidence of a recent

actual pattern of short-term. profit taking.
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4.7 Financial Assets and Financial Liabilities - (Cont'd)

- Designated at Fair Value through Profit or Loss

Upon initial recognition as financlal asset or financlal liability, It is deslgnated by the Company as at
fair vaiue through profit or less except for investments that do not have a quoted market price In an.
active market, and whose fair vaiue cannot be reflably meastred, '

- Loans and Receivables _

Loans and Receivabie are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market,

* Availabie-For-Sale Financial Assets

Av'ailab!e-fbr~sale._ financial assets are non-derivative financial assets that are designated on iniflaj
recognition as-available-for-sale’ and are held for an indéfinite period of time and may be sold In
response to needs for liquidity or changes In !nteres’.t'i*ates_, exchange rates of equity prices.

- Held-to-maturity investment

Held-to-maturity ihvestments. are non-derivative financial assets with fixed or determinable.

payments. and fixed maturity that the Company has the positive intention and ability to held to
maturity.. '

- Initial recognition of financial assets and financial fiabilities

The Company' recognises a Financlal Asset or Financial Liabllity oh. its Statement of Financial
Pesition when, and only when, it becomes a. party to the contractua provisions of the instrument
subject to the provisions in respect of regular way purchases or sales of ‘@ financial asset which

state that, ‘a regular way purchase or sale of financial assets is recognised and derecognised ustng.

either-trade date of settlement date- accounting’.

» Derecognition of financial assets and finaticial ltabilities _
Financlai Assets are derecognised when the right to receive cash flows from -the--Financia_l Assets has
expired or where the Company has transferred substantially ail the risks and rewards of ownership,

Financial assets are derecognised when the right to receive cash flows from the financial assets has
expired or where the Comipany has transferred substantially alf the risks and rewards of ownership,

Any interest in tranhsferred financial assets that is created or retained by the Company is recognised
a5 a.separate asset,

A financial liabitity (or part of a financial lability) is removed from the Company’s statement of
financial Pposition when, and only when, it is extihguished - ie when the obligation specified in the
contract. is: discharged: cancelied; or expired.

- Initfal Measurément of Financial '_Ass_et_s and Financlai Liabilities
When a financial asset or financial liability is recognised initially, the Company measures it.at its fair
value plus, in the case of a financial asset orfinancial liability not at fair value through profit or loss,

transaction ¢osts that are directly attributable to the acquisition or issue of the financial asset or
financial liability,

When the Company uses settlement date accounting for an asset that ig subsequently measured at-

cost or amortised cost, the asset. is recognised: nitfally at its fair value on the trade date,
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4.7 Financial Assets and Financial Liabilities (Cont'd)

' Subsequent Measurement of Financial Assets _
After initial recagnition, the Company measures financial assets, Including derfvatives that
- are assets, at thelr fair value, without any deduction for transaction costs it may incur on
' sale or other disposal, except for the following financial assets: joans and recelvables, which

measured at cost.

- Subsequent Measurement of Financial Liabllities _

After initial récognition, the Company measures all financial liabifities at amortised cost using
the effective interest method, except for: financlal liabilities. at fair value through profit or
ioss. Such liabilities, induding derlvatives that are lfabiiitles, are. measured at falr value
execept for a derivative Hability that is finked to and must be settied by delivery of an
unquoted equity instrument: whose fair vaiue cannct be reifably measured, which are
measured at cost; and financial liabilities that arise when a transfer of a financial asset does
net quaiify for derecognition or is accounted for using the continuing Involvement approach.

- Gains and Losses.

recegnised in profit or loss; a gain or loss. on an ‘avaitable-for-sale financial asset are
recognised directly in equity, ‘through the statement of changes .in equity except far
impairment iosses apd foreign exchange gains and. losses until. the financial asset Js
derecognized, at which time the cumulative gain or loss: previously recognised in equity shall
be recocnised in orofit or loss, '
Interest calculated using effective interest method is recegnised in profit or loss; dividends
on an available-for-sale equity instrument are recognised in profit or loss when the
Company's right to recejve payment is established;
For financial assets and financial liabilities carried at amortised cost, a gain or loss is
recognised in profit or loss when the financial asset. or financial liability. is derecognised or
impaired, and through the amortisation process,

+ Amortised Cost Measurement _

The amortised cost of a financial asset or financial liability is the amount at which the.
financial asset or financial lability is measured at initial recognition, minus principal
repayment, plus: or minus the cumulative amortisation using the effective: interest method of
any difference between the initial amount recognised and the maturity amount, minus. any
reduction for impairment.
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4.7 Financial Assets and Finaneia} Liabilities (Cont'd)

- Fair Value Measure_ment _
The determination of falr values of quoted financlal assets and financial liabliltles In active markets are

based on quoted market prices or dealer price quotations. If the market for a- financial asset or a

financial Hlabllity is not actively traded or.unlisted security, the. Company establishes falr value by using
alua h * length transactions, discounted cash

. Offsettin'g
Financial Assets and Financial Liabilities are set off and the net amount presented In the statement of
financial position when, and only when, the Company has a legal right to set off the amounts and

Interids-either to settle on & net basis or to reailse the asset and settle the i!abflity'.simu!taneo_usfy;

Inc__ome and expense are presented on the net basis oniy when permitted by the accounting standards
or interpret-ation_, ‘or for gains and losses arising from a group of similar transactions. such as in the
Companv’s tradina activity,

* Impairment .of Financial Assets _ _
The Company assesses at each reporting date, whether there is any objective evidence that a financial
asset or group of financial assets is impaired, '

the Company about the following loss events:

i. financial difficulty of {He issuer or the cbligor;

ii. a breach of contract, such as a default or delinquency i interest or principal payment;

lii. the lender (the Com'pa'n_y_), for econormic or legal reasons refating to the borrower's’
financial difficulty, granting to the borrower a concassion that the Company would not

iv. it Is becoming probable that the borrower will enter b_arlkrupt(:y or other financial recrganisation;

v. the disappearance of an active market for that financiat asset because of financial
difﬁcuities_; or-observable datg indicating that there is.a measurable decrease in the
estimated future cash flows from a group of fi’nancial'a'ssets._since the initial recognition
of those assets, although the decrease cannot yet be identified with individual financial
assets in the group, includirig:

CLAS_'S;F{CATION:-C'ONF:DENﬂAL
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4.7 Financial Assets and Financial Liabilities {Cont'd)

a. adverse chahges in the-payment status of borrowers in‘the group {eg an increased number of
detayed payments); or

b. national or local economic conditions that correfate with defauits in the group (eg an increase. In
the u 1o (

An allowance. for credit loss is réported as a reduction in carrying value of a claim on the
statement of financial position, whereas for an off-balance sheet item such as a commitment, a
provision for credit Joss is reported in other liabilities. Additions to provisions for Credit losses’
are made through credit ioss expense;

Provision for credit losses is based on the following principles:

Counterparty-specific - A claim Is considered as a loss when management de"t_er_m!ne_s- that it ig
prebable that the Company wil) not be-able to collect aj! armounts due actording to the original
.contiactual terms.

Individual credit exposures. are evaluated based on the borrower’s character, overall financial
condition, resources and payment record, prospects of support from financlally: responsible.
guarantor and cash collaterals,

the counterparty. An assat is impaired ‘if the estimated recoverabie amount of an asset is less

than its. carrying amount shown in the bboks of the Company. Impairment is measiured and a

: provision for credit losses is established for the difference between the carrying amount and its
estimated recoverable valle.

the effective interest rate inherent in the asset. When _:t'he amount and timing of future cash
flows: cannot be estimated with reasonahble reliability, estimated,. recoverabie amounts may be
p— measured at either:

o The fair value of any security undertying the assets, net of expected costs of recovery-and any
ameunt Iegally required to be paid to the borrowers; or

¢ Gbservable market prices for the assets,

Upen impairmient the accrual of interest income based on the original terms of the claim is.
discontinied unti) the asset has been written down to its estimated recoverable amount.
Interest income thereafteris recegnised.

A write-off is made when all or parl of a claim is deemed uncollectible or forgiven. Write-offs
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4.8 Investments

Investments -are recognised on a trade date basis and are ciassifled as held-to-maturity or

avallable-for-sale. I_nves_tm'en'ts-v_\rith _fifx__e.d. maturity’ dates, where ‘management has both the

Investments are initially measured at cost. Available-for-sale Investments are subsequently re-
. measured at fair value based on guoted prices. Fair values for unilsted securities are estimated
o using market vaiues of the underlying securities or appropriate valuation methods,

H_eid-to-maturity investments are carried at amortised cost less any provision for Impalrment.
Amortised cost is calcujated on the effective interest method,.

4.9 Cash and Cash Equivalents

For the purposes of statement of cash fiows. cash and cash equivalents inchide cash, non-
* restricted balances with banks and other financial institutions, short-term highly tiguid
Investments maturing in twelve months or-less. from the date of acquisition and bank overdrafts.

4.10 Dividends Distribution on Ordinary Shares
Dividends on ordinary shares distributed to the Company’s shareholders are recognised in the
statement of changes in equity as owner changes in equity In the year in whith such dividends

are approved by the shareholders.

Di_\ridénds for the year that .are declared after the repo'r‘tin_g date are. dealt: with in the
subsequent events notes,

Interim dividends are recognised when paid,

4.11 Translation of Foreign Currencies

The Company’s. functional currency is the Ghana Cedi, In preparing the statement of financial
position ¢f the Company, transactions in currencies. other than Ghana Cedis are recorded at the
rates of exchange prevailing on the-dates of the transactions. At each. reporting date, monetary:
items denominated in foreign currencies are retranslated at the rates prevailing at the reporting
date, Nen-monetary items carried at fair value that are denpominated in foreign currencies. are
retransiated at the rates brevailing on the date when the fair value was_ determiined:. Non-
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4.12 Leases
Leases are tested to determine whather the lease Is finance or operating lease and treatad
accordingiy.. The company currently has no running lease arrangement,

Finance leases - leasas of property, plant-and equipment where the Company has substant/ally

all the risks and rewards of ownership are classified as finance feases, Finance leases are

capitalised at Inception of the. lease at the lower of the fair value of the lease property, plant and

equipment and the present vajye of minimum lease Payments, Each lease payment Is-aliocated

between the liability and finance charges so as to achleve a constant perlodic rate of interest on
the remaining balance of the ltability for each period, The corresponding renta) obligations, net

of fina_nce.-c‘harges, are inc_luded on other long term bcrrowings. Th_e; interest element of the

Operating leases - leases where a significant portion of the risks and rewards of ownership are

retained by the lessor are classified as operating lease. Rentals payable under operating leases
are charged to income’ statément on a straight- iine basis over the term of the relevant lease,

Benefits received ang receivable as an in‘centive-to.enter_into operating lzase are also spread on

a straight-iine basis overthe lease term.

4,13 Pro_vis'ion_

4.14 Financiai guarantee _ _
Financial guarantees are contracts that requiire the Company to'make specified payments to

reimburse the holderfor a loss it incurs because a specified debtor fails to make payment when

due in accordance with the term of a debt instrument,

Financiai guarantees-are initially. recognised at fajr value, and the fair vaiue is amortised over
the life of the. financial guarantee. The financial ‘guarantees are subsequently carried at the
higher of the amortised amount and the present value of any expected payment (when a
Payment under the guarantee has become probablg),

4.15 Borrowings

CLASSIFICATION: CONFIDENTIAL
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4.16

4.17

Impairment of non-financial assets

The carrying amount of the Company’s: non-financiai assets other than deferred tax assets, are
reviewed at each reporting date to determine whether there |s any Indication of Impairment. If any
such indication exists then the assots recoverable amount Is estimated,

recoghised.

Employee benefits

» Defined contribution plans _

Defined contribution plans are Ppost-employment benefit plans under which the Company. pays fixed
contributions into a separate fund and has no fegal or contractual obligation to pay. further
contributions if the fund does not hoid sufficient asset to pay all employee benefits relating te
employee service.in the current and prier: periods,

Obligation-fpr contributions to. defined contribution plans are recognised as an expense in the
statement of comprehensive income when they are due.

+ Short-term benefits _ _
Sho‘rt-term'em'pfoyee beneﬁts.-are_ mount payable to employees that fail due wholly within twelve

months after the end of the period in which the employee renders the related service.

Wages and salaries. payable to employees are recognised as an‘expense in the statemignt of
comprehensive income at gross. The Company’s contribution to social security fund is also charged
as an expense,

» Termination Benefits

Company has made an offer encouraging vdl_untary redundancy; it is probabie that the offer will be
accepted, and the nuimber of 'a'ciceptance.__can_ be estimated reiiably,

CLASSIFICATION: CONFIDENTIAL 34




Star Assurance Company Limited

Notes to the financial statements
For the year ended 31 December 2018

4,18 Events after the reporting date _
The Company adjusts the -amou_nts__ recognised in Its financlal statements to reflect events that
provide evidence of conditions that existed at the reporting date.

Where there are material events that are indicative of conditions that arose after the reporting
date, the Company discloses, by way of note, the nature of the event-and the estimate of its
financial effect, or a statement that such an estimate cannot be made.

4.19 Stated Capital
Ordinary Shares ate classified as equity when there Is no ebllgation to transfer cash or other
assets. All shares are Issued at no. par value.

4.20 Contingency Reserve _
In accordance with the industry’s legal and regulatory frameworks, a contingency reserve |s.
established and maintained in respect of each class of business, to cover fluctuations in

4.21 Intangible assets
Computer software _
Acquired computer software licerices are capitalised on the basis of the costs incurred to acqulire
and bring it to usable stage. These costs are amortised over theif estimated useful lives, The:
clrrent computer software acquired is amortised over five (5) years,

Costs associated with developing or.maintaining computer software programmes are recognised
as an expense s incurred, Costs that are directly associated with the production of idertifiable
and unigue software products controlled by the Cbm'pany_, and that will generate eccnomic,
benefits exceeding costs beyond one year, afe recognised as intangible assets. Direct costs
inc!ude'the.spftware development employee costs and an appropriate portion of relevant
overheads

Deferred expenses _
Refurbishiment expenditure 6n rented offices to reflect the standard corporate image are:
capitalised and classified-as Deferred Expenses,

The capitalised expnditure is then amortised over three {3) years,

5 Management of insurance and financial risks

The Company has exposure to the foliowing risks from its underwriting activities and financial
instruments:

i. Insurance Risk

ii Financial Risks, namely: credit risk; liguidity risk; market risk; and operational risic.

This note presents information about the Company’s exposure to each of the risks, the

'Co_mpany.’sobject_i_ve-, policies and processes for identifying, evaluating and mitigating
such risks. ' '
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5 Management of Insurance and Financial Risks {Cont'd)

5.1 Insurance and Financiai Risk Management Framework
The Board is uitimateiy responsible for the Company’s risk management, and through lts:
‘Committee on Risk Management has formaily established an Enterprise Risk Management (ERM)
framework with the aim of enabling management to effectively identify, evaluate and mitigate

Risk Management function.

i. Corporate strategic¢ objectives to which management should afign its risk:management.
processes;

il. The company’s risk appetite and risk tolerance limits; and

{ii. Executive .M'a'nagement-Cbm_mittee (EMC) on risk under the Chairmanship of the Managling
Director (MD),

iv. Risk Management Department (RMD),

iv. Internal Audit

v. Quality Assurance

The company’s risk governance structure consists of four main levels, na mely the Board.of
Directors through its Committee on risk, Executive Management Committee, Risk. Management
Department and Operational Units. At the third level are aiso Investment Committee,. Information
Technology Committee; Strategy and Finance Committee and Audit and Investigation Committee.
The Board of Directors Is.responsible for setting the tone for risk Management by:

i Approving the business objective of the Company;
ii. Approving the ERM framework: and
it Giving directives to management on the basis of its decisions on risk management,

approval, It also exercises oversight: role on the risk management functions by ensuring that the
Board’s risk directives are adhered to.

The roles of the Risk Management Department include-

. Review effectiveness of the risk management process throughout the company,

il. Report difectly to the Board Committee on Risk '

ifi. Facilitate commtunication within the operational units on-coemmon risk issues,

iv. Conduct risk assessment workshops to deepen the awareness Of the need to assess risk and
more Importantly to manage risks in the company, ' _

iv. Develop an underwriting diréctive manuai with periadic reports to _a'l_l_sta:keholders-d_épiCting
among other areas like retention per risk, accumulation, underwriting limits, recoveties,
tolerance fimits, categorization of risk detailing basis to use i.e. sum insuréd -probable
maximum loss, estimated maximum foss, unacceptable risks efc; '
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5.1 Insurance and financial risk management framewori (Cont'd)

The company’s risks are assessed and reported oh both guantitatlve and qualitative bases for
control and decision making purposes,

5.2 Insurance Risk

any instirance contract-are the risk of the insured event occurring and the uncertainty of the
amount of the resulting claim..Essentlally, the principal risk that the Company faces under its
insurance contracts is that the-actual claims and benefits payments may exceed the carrying
amount of the insurance ltabilities. This occurs when the frequency or severity of claims payments
are dreater than estimated, When accepting risks, the Company strictly follows Its. underwriting
directive manual.as well &s the principle of professionalism and prudence.

To mitigate the uncertainty of timing and amount of claims liabllity, the Company identifies,
assesses and Mmanages certain poténtial risks such as mispricing, inadequate policy data,
inadequate or ambiguous policy wordings, failure in claim settlement procedure, accumulation
(insuring.same event through various policyholders), inadequate reserving ete. To manage such
risks effectively, adequate ‘control mechanisms specifically designed to address each risk are speit

out in the company‘s Enterprise Risk Management programme.

Further mitigating measure taken by the tompany is to hedge against jts risk by entering into
reinsurance arrangements under facultative and treaty with reputable reinsurance companies. The
If the relnsurer defaylt ‘©n their bbl'igations to the Company, this risk mitigation Measure would be
ineffective, As a result, the Company erisures that the financiat conditions. of reinsurers are
reviewed annually ‘and placements are carefully made with companies who are financially sound,
credible and experienced in the industry,

The Underwriting Department further ensures that the Cormpany is not

8xposed to concentration risk. The- Department does this by identifying the various cifentete
segments within the insurance Industry and theijr unigue risk levels and assigning acceptable
maximum Joss to each segment..Among other criteria, this guides the Company to identify risks
that should be ceded to rein_surters,-retained or rejected entirely, Thefo!loWing tahle-d_is_c]oses_the
concentration of insurance liabilities Y industry sector in which the policyholders operate and by
the maximum insured loss fimit (gross and net of reinsurance) that may arise from in-force
insurance contracts if the ioss event.occurs,

CLASSIFICATION: CONFIDENTIAL 57




245

IVILNIQIANOD NOILYDIAISSY1D

_ LZEYT LT0T

079’8 LT9'ET 9T0Z

129°1T £be’s ZEP1T sioc

£L0E'T £84'T ove’s 664°'TT $10T

805 P0OST 012’1 99¢’c 061'L. £107

262 0.5 0zZT'T £L6 T158°S 091’ TI0T
(44 09 -1 9E T 41 2e9A 5507

UBWdo|3ABP J0 YIUOW
*(000,PYD) SIPED BUBYD 4O SPUBSNOY]. L) pajels
ale sjunouie sy *Paes JUnRGe SARRINWND B (SIMOUS (S)Wwri(od JUanbasqns aL) pue JeaA 5501 dY} uf PS|TISS JUNCWE 243 SMOLS -
13k ye3 JO1UN|eD 3811 YL "Siseq $5015 U0 SIR3A g JO poRd B 19A0 PAMISS SWIlR]D:J0 JUBLLAO[RABD BU) SMOUS MO|Dq BjGe) BUL
s|qe3 Jusiudo@asp SWield TS

vmm 590°z 889'SS0'TL £LE'TTTEL .mcm Tov'tT 159 mmn 1r0'809°CS 080°£9T’8T IejoL
E 0LL'09L oLL'08s - - _mmw 969 z66" €9 uorEIAY
06£'67 ZZT'00T ZIS'6TT - - CIS'61T ELCEN]
- £12'18 ETLTIE - - 058 ‘cr £98°f auMep
SLP'S9T. 2£6'85%'S L0Y'PT9'S 122'792 - 6C1'60T Y £S0°€52'T spuog
¥88°88 009°S2Ey ver'vav'p 1274 = 68€'RT9'E TPE'SHE Anliger
Z9£'50¢€ £68'CTO'VC SSZ'6TEYE  L64'586 €CETLL §9€56602 0£4'9T9°Y Bulesulbuy
T196'/49 €S/ L PIs‘Zes’s 842 vya's 807269 8/6'889"¢ juapIdY-
Z6S'SZE S98°ZSH'C L8p'8£L°C 080°ZE 8l 085'¥0T°T §9€'0¥S°1 40301
0Z0'sTs T¥6'9TT 9 T96°629'9C ST0'6Z2 200’z 789'/97'12 T9T'TET’S 244
000,545 000.54yo 000,pHD 000.34D 000,2UD 000,245 000,249
suojBay 19430 uoifiay ooy je1ol cing punod §5 Jejjod sn Ip2) BUBYD.
isishjeue eaae jediydesboan :Aousaand Ag

8107 toquedaq TE Je 5y
SS07 pR4nsul WnuXew I°C'S

{pauod) jysiy soueansuy T's

2T07T 19qUW3d3dq TE PopuD JedA a3 Jog
siuswiolels jeioueull 3yl 03 S210N

payiuyT Auedwio) asURINSSY Je1s




Star Assurance Company Limited

Notes to the financial statements
For the year ended 31 December 2018

5.3

5.4

CLASSIFICATION: CONFIDENTIAL

Financial risk

In its normal course of business; the Company uses primary and secondary financial instruments
such as cash and cash equlvaler‘ts, equity securities, corporate and governmient debt securities,
and. rece_lv_ables___ These instruments expose the Company to financial risks such as credit risk,
liquidity risk, market risk, and operational risk.

Credit Risk _
Credit tisk is the risk of financiai loss to the Company if policyholders, intermediaries and

réinsurers or countérparties to insurance asset or financial instrument faif to meet'_'the"ir contractual
gbligations.

The Company assesses the credit risk profile of the above parties.and counterparties and limit its
exposures to certain carporate entities, individuals or a group of them.. Such risks are regularly
reviewed by the Risk Management Department {(RMD) and iimits on the level of credit risk
reviewed and approved by the Board of Directors through its: Committee on Risk Management.

A portfolio impairment provision is held to cover the inherent risk of losses, which-although not
identified, are known through experience to be present in any asset portfclio. The portfolic
impairment provision is set with reference to the past experience and judgmental factors'such as
the economic environment and the trends in key portfolio indicators.

The carrying amount of the company's fihancial assets as stated in the statementof
financial position best represents their respective maximum exposure to credit risk.

Dec-18 Dec-17

Gh¢'000 Gh¢'000

Amount due from Reinsurers 2,024 4,227
Other Receivables _ 8,242 6,195
Available-for-sale Debt Investment 142,036 156,428
152,302 166,851

7The company holds no coilateral over any of these balances.

1n order to minimise.credit risk, the ¥isk management unit of the company regularly réviews the
credit risk profile of counterparties. and limit its exposures to certain corporate entities, individuals
ar-a group of them. Such limits on the leve!l of credit risk are also regularly reviewed and approved
by the Board of Directors through its Committee on Risk.

Insurance assets past due but not impaired are analysed as follows:
Receivables arising from reinsurarice

contracts

Dec-18  Dec-17

Gh¢'000 Gh¢'000

Up to 30 days 607 470
31 to 60 days 405 314
61 to 90 days 202 784
Over 90 days 809 2,659
2,023 4,227
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5.5 Liquidity Risk

Liguidity risk is the possibility of the Company not being able to meet its financial obligations as.and
— when they fall due. This.could arise if it is. difficult to convert other assets to cash, or when there are
: unexpected large claim abligation or when there is a serious timing mismatch between cash
collection and d|sbursement or when there is a decline in cash inflow due o reduced pramium
-production coupled with high commitment cost.
Ultimate responsibility for liquidity risk management résts with the board of directors, which has’
established an appropriate liquidity risk management framework for the management of the
company's short-, medium- and-long-term funding and liquidity' managément requirements. The
company manages. liquidity risk by maintaining adequate reserves and banking facilities, by
continuously monitoring forecast-and -actual cash flows, and by matching the maturity profiles of
financial assets-and liabilities. o
------ . It i the policy of the Company to maintain adequate liquidity at all times, and for all currencies so as
to be in & position to meet all obligations (including claims payments) as and when they fall due.
Again, the Company strictly follows the solvency regulatory framework drawn up by the National
Insurance Commission (NIC) which has the objective of, among others, ensuring appropriate asset
spréad, good yield, and safety of the investments of insurance companies as well as ensuring
appropriate asset liability matching
Maturity period analysis of Debts Securities held by the company is as follows:

— Dec-18 Dec-17
Ghd¢'000 Gh¢'0oo
Maturing within 81 days 47,183 39,945
Maturing within 182 days 67,408 101,871
Maturing within 365 days 9,613 14,613

Maturing after 365 days _17,832.
,,,,, Totals 142 036 156,429

The following are the maturity profile of the company‘s financial assets and- financial liabilities:
Due within 91 Due within Due within Due above

‘days 182 days 365 days 365 days
Dec-18 Gh¢'000 Gh4’000 Ghd¢'000 Gh¢'000.
Financial Assets:

— Amount due from Reinsurers 1,214 809 - -
Other Receivables 8,242 - - -
A_vailahle-for—sale Debt Investment 47,183 67,408 9,613 17,832

— Cash and Bank Balances 11,335 - = -

57,974 _58,217 __9/613 17,832
Financial Liabilties:
Amount due to Reinsurers 7,945 - - -
Claims Liabilities 3,928 18,139 15,996 -
N Creditors and Accruals 4,850 - - -
Tax Liability 4,716 - - -
21439 18139 1599 -
''''' Net Liquidity position at .
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5.5

5.7

Market Risk

Liquidity Risk (Cont'd)
Pue within Due within Due within. Due above
91 days ‘182 days 365 days 365 days _
Dec-18 Gh¢'000 ‘Gh¢'000 Gh¢'000 Gh¢'000
Financial Assets: _
Amount due from Reinsurers 1,568 - 2,659 -
Other Receivables _ _ 6,195 ~ - -
Available-for-sale Debt Investment 39,945 101,871 14,613 -
Cash and Bank Balances 92,554 - - -
140,302 101,871 17,272 -
Financial Liabilties:
Amotint due to Reinsurers 2,378 - - -
Claims Liabilities 36,551 - -
Creditors and Accfuals 5,179 - - -
Tax Liability 5,150 - - -
49,258 - - -
Net Liquidity position at December 31 91,044 101,871 17,272 . -

The Company recognises market risk as the exposuie created by petential changes in markét prices and
rates. The Company is exposed to market risk-arising principally from client driven financial transactions,

and investing activities.

Market risk is.governed by the Company’s EMC subject to the Board of directors’ approval of policies,
procedures and levels of risk appetite. The EMC provides market risk oversight and guidance on paolicy
setting. Policies cover both the trading and non-trading books of the Comparniy.
The RMD aiso approves the limits within delegated authorities .and monitors expostres against these
limits. Additional iimits are placed on specific instruments-and currency concentrations where

appropriate.

The executive Management Committee a!sq a_p_proves'the limits within delegated authorities and manitors
exposures against these limits. Additional limits are placed on specific instruments and currency

concentrations where appropriate.

Foreign exchange exposure

‘The Company’s foreign exchange exposures comprise trading and non-trading fereign: curréncy

translation exposures. Foreign exchange exposures are principally derived from client driven fransactions.
Some of the company’s transactions are denominated-in US Dollars, Euros and Potind Sterling in addition
to the Cedi. Though the company does not hedge foreign exchange exposure, it monitors coristaritly the:
assets and liabilities denominated in foreign currencies to address any mismiatch as and when it pccurs.
Concentration of foreign.currency denominated assets and liabilities-are disclosed below.
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5.7 Foreign exchange exposure (Cont'd)

Currency exposure at year-end in cedi-equivalents of the following major foreign
currencies at 31 December 2018:

— uspR GBP Euro
Gh¢'000  Ghd'000 Gh¢'000
Assets
Due from reinsurers- 1,894 1 1
i Cash & ¢ash equivalents 8,662 228 769
Available For Sale Equity Investment 74,431 -
Tnvestment Properties 68,651 5,012 -
153, 638 5,241 770
Liabilities
Due to reinsurers. 7,284, 2 23
7,284 2 23

Sensitivity analysis

The Company used 5% average rate of change in foreign exchange to demonstrate the effect of
changes in foreign exchange rates on profit before tax and shareholders” fund. At the reporting
date, the Campany's sensitivity to a 5% increase and-decrease in the value of the cedi against
the United States Dollar {(S$) is anaiysed below: E

5%
Dec-18 jncr’&ase

Gh¢'000  Gh¢'000

Profit after tax 23,227 1,161,

a Shareholders’ fund 217,789 10,889

The Company's-assets denominated in foreign currencies far outweigh its foreign currency
— denominated liabilities. So it tends to gain on foreign exchange when exchange rates increase..
Fram the above scenarios, if manadement takes no actions, increase in exchange rates by 5%
would increase profit before tax for the period and shareholders’ fund by Gh¢1,161,509 and
Gh¢10,811,825 respectively , while a decrease in exchange rates by 5% would decrease profit
before tax for the period and shareholders’ fund by the same amounts.

5.8 Interest Rate Exposure
The Company's interest rate exposure arises from investments with fixed maturities such as
corporate and government debt securities reported at fair value. Changes in interest rate will
have an immediate effect on the Company’s comprehénsive income and.the shareholders’ fund.
The Company s approach to managing interest rate risk is the maintenance of highly liquid short-
term investment portfolio.. The Company monitors the mvestment portfollo closely to redirect
investments to investment vehicles with high returns.
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Notes to the financial statements
For the year ended 31 December 2018

5.9 Operational risk

Operational risk is the risk of direct or indirect loss due to an eventigr action resulting from the failure

of internal processes, people and systemis, or from external events. Thé. Company seeks to ensure

that key operational risks are identified and managed in a timely and effective manner. The' ultimate
responsibility of operational risk marnagement rests with the Board of Directors. It is the Board’s
oversight responsibility to ensure that there is an effective and integiated Operational Risk
Management framework with clearly defined roles and responsibiities. The Internal Audit Department
constantly monitors the company’s internal processes, people and systeris to ascertain ifs
effectiveness to address its operational needs such as the effectiveness of management in
identification of operational risks, estimation of ‘the significance of the risks, assessment of the
likelihood of the occutrence of sisch risks, and actions ta_k'eﬁn to manage them.

5.10 Capital Management

The company’s ohjectives when managing capital which is broader concept than the equity on the
staterment of financial position are: '

1. To comply with the capital and solvency requirements. as set olit in the Insurance Act 2006 (Act

724);

ii. To provide adequate returns by pricing insurance and investment contracts in commensuration
with risks assumed;

fii. To guarantee the company’s ability to operate as a going cancerti and continually provide returns
to sharehelders and benefit to other stakeholders.

The new solvency framework of the National Insurance Commission (NIC) requires non-life insurance
companies to hold a minimum level of paid up capital of Gh¢15.0 million. It also requires non-life
insurance companies to maintain solvency margin with which the company’s assets must be at {east
150% of jts Yability at all times.

Management monitors the company’s capital adequacy and solvency margin regularly to ensure their
continuous compliance,

The company’s paid up capital -at the end of the period was GH¢130 235,000 (Decemher 2017 -

GH¢130,235,000). The table below shows the summary of solvency margin of the company at the:

end of the year to. December 31, 2018.

- Dec-18 Bec-17
Avaitable Capital Resources (Gh¢'0C0)
Solvency Capital Required (Ghg'00Q) 155,357 176,663
21,637 20,970
Capital Adequacy Ratio
718% 842%

CLASSIFICATION: CONFIDENTIAL
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5.11 Fair Value of Financial Instrument _ N
The company measures fair vaiues using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements,

Level 1: inputs that are quoted market prices (Unadjusted) in active market for identical instruments,

Level 2: inputs other than quoted prices included within level 1 that are observable either directly or
lndtrectly This category includes instruments valued using: quoted market price in active market for
simiilar instrument; quoted prices for similar instruments in markets that are considered less than.
active; or other valuation techiniques in which all significant inputs are directly or indirectly.observable
..... fram market data.

Levél 3: inputs are unobservable. This category includes all instruments for which the valuation
technaque includes inputs not based on observable data and the unobservable inpuis have a significant
effect on the instrument’s valuation.

Valuation techniques include. net present value and discounted cash flows models, comparison with
similar instruments for which market observable prices exists.and other va]uatlon models. Assumptions
- and inputs used.in valuation techriiques risk free and’ benchmark interest rates, credit spreads
: éstimating discount rate, bond and equity price- volatilities and correlations.

The foliowing table shows fair value measurements recognised in the statement of fmanmai position or
disclosed in the financial statements by class of asset or liability and categorised by level according to
the significance of the inputs used in making the measurement.

Dec-18
d Level 1 Level 2 Level 3 Total
Gh¢!'000 Gh¢'0_._C!0_ Ghd4'000 Gh¢'000
Pledged trading assets
Non-pledged trading assets _
Government securities - “ 2,654 2,654
- Debt Securities - - 157,067 157,067
Equity Securities 1,247 - 75,073 76,320
Cash and cash equivalents - - 11,335 11,335
Loans and receivables - - 10,266 10,266

Trading liabilities - (12,795)  (12,795)

Totals 1,247 - 243,600 244,847

CLASSIFICATION: CONFIDENTIAL 44
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Level L Level 2 Level 3 Total

o Ght'000 Gh¢'000 Gh¢'000 Gh¢'000

Pledged trading assets

Non-pledged trading assets

Government securities - - 2,347 2,347
""" Debt Securities - - 154,081 154,081

Equity Securities 1,336 - 15,674 17,019

Cashand cash equivalents - - 92,594 92,594

Loans and receivables - - 10,421 10,421

Trading liabilities - - (7,556) (7,556)
N Totals 1,336 - 267,559 268,896

CLASSIFICATION: CONFIDENTIAL
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Star Assurance Com pany Limited

Notes to the financial statements

[For the year ended 31 December 2018

10.

Reinsurafnce commission
Fire

Motor

Accident

Engineering

Liability

Bonds

Marine

Aviation

Total

Income investment

Interest on short term investments
Dividends on listed equities

Other income

Unrealised fair value gains on investmeant property
Premium recoveries

Exchange gain

Cther sundry income

Exchange gain

Commission expense

Fire:

Motor
Accident
Engineering.
Liability
Bonds
Marine
Trave!

Aviation

Micreinsurance

CLASSIFICATION: CONFIDENTIAL

Dec-18 Dec-17
Gh¢'000 Gh¢'000
3,295 3,219
293 813
964 . 914
2,311 1,353
584 827
700 687
195 925
440 121
9,182 8,965
Dec-18 Lec-17
Gh¢'000 Ghe¢'000
41,596 33_,678-
. 9'_4}3 _ _584
42,539 34,262
.Dec-—_ls Dec-17
Gh¢'000 Gh¢'000
- 3,401
136 120
106 185
13 1,179
1,038 894
1,293 5,779
Dec-18. Dec-17
Gh¢ 000 Gh¢'004Q
5,871 '8',_47_'3
9,241 9,273
1,964 1,739
1,873 1,456
1,942 1,549
191 289
‘151 123
583 -
86 92
25,134 24,749

=1

e ——
—_—m==
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Star Assurance Com pany Limited

Notes to the financial statements

For the year ended 31 DPecember 2018

11. Claims and loss adjustment expenses

Settled during the period
Increase in‘provision

Gross claims expense

12. Operating expense
‘These include:

Auditors' Remuneration
Directors' Remuneration
Depreciation

Donations’

13. Finance cost

Lease rental
Fihance charges

14. Taxation
14.1 ¥ncome tax expense
Current tax (See note 14.3)

Tax Audit Liability from previous years (See note 14.3)
Deferred tax charge/(credit) (See note 31)

CLASSIFICATION: CONFIDENTIAL

Dec-18 Dec-17
Gh¢'000 Gh¢'000
28,694 22,270
{937} 10,955
27,757 33,225
Dec-18 Dec-17
Gh¢'000 Gh¢'000
87 82
325 245
2,268 1,833
123 122
Dec-18 Dec-17
Ghd¢'o00 Gh¢'000
28 195
9 54
37 249
Dec-18 Dec-17
Ghd¢'000 Gh¢'000
3,038 4,424
3,212 -
15 5,806
6,265 18,230
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Star Assurance Company Limited

Notes to the financial statements
For the vear ended 31 December 2018
14,2 Reconcmatzun af Effective Tax

14.3

The tax charge based an the C

that would arise using the- statutory income tax rate. Thig

Profit before taxation

Tax &t applicable tax rate at 25%

ompany's profit before tax

differs from the _hypothetical amount

is exp!amed as follows:

Liability from Previous vears' tax audit

Dividend taxed at 8%

Tax impact of non-deductible: expenses’
Tax impact of non- chargeable income
Tax impact of capital allowances

Tax rebates’
Deferred Tax

Income Tax Expense

Effective tax rate

Company Income Tax

Year of
Assessment

Tax Audit Liability from previous

years _
Corporate Tax 2017
Corporate Tax 2018

CLASSIFICATION: CONFIDENTIAL

Dec-18 Dec-17

Gh4'000 Gh¢'000

23,227 37,626

{December 2017: 25%) 5,807 5,406

3,212 -

.75 47

9,970 635

(10,850) (5,243}
(1,900) {345)

(54) (76)

15 5,806

6,265 10,230

26.97% 27.19%

_ Charge

Balance at Payments for the Balance: at
1 Jan. and credits: year 31 Dec.
Ghd¢'000 Gh4’000 Gh4¢'000 Gh¢'000
- (1,800) 3,212 1,412

2,890 - - 2,890

- (4,150) 3,038 (1,112)

2,890 (5,950) 6,250 3,190

—— e

L e —
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__ Star Assurance Company Limited

Notes to the financial statements
- For the year ended 31 December 2018

Dec-18
Ghg
~  16. Intangible assets. _
; Computer
software Deferred
- licences expense Total
Cost Gh¢'000 Gh¢'000 Gh¢'000
Balance at 1 January 2017 1,313 292 1,605
o Additions 109 - 109
Balance at 31 December 2417 1,422 292 1,714
Movements in 2018:
Additions - = -
Balance at 31 December 2018 1,422 292 1,714
Accumulated amortisation and impairment: o
Balance at 1 January 2017 1,012 292 1,304
Amortisation and impairment during the year 97 - 97
Balance at 31 Decernber 2017 1,109 292 1,401
B Movements in 2018:
Amortisation and impairment during the year 97 - 97
Balance at 31 December 2018 1,206 292 1,498
Carrying amount at 31 December 2018 216 ~ 216
Cartying amount at 30 September 2017 313 - 313
Dec-18 ‘Bec-17
Gh¢'000 Gh¢'000.
e 17. Investment property
Balance at 1 January 12,060 8,659
Revaluation - 3,401
E Acquisitions 61,603 -
- Balance at 31 December 2018 73,663 12,060

Fair value measurement of investment properties
- The company's fair value policiy is as stated in Note 3.4.7

- CLASSIFICATION: CONFIDENTIAL 55




“Star Assurance Company Limited

~Notes to the financial statements
' For the year ended 31 December 2018

18, Available-for-sale equity investments
a} Available-for-sale equity investments
Listed
- Equiity
Securities
| GH¢" 000
Balance at 1 January 2017 618
Changes in 2017:
Acquisition -
Revaluation 684
- Disposal -
Balance at 31 December 2017 1,302
Changes in 2018:
Delisted
Acquisition -
Ravaluation {55)
Balance at 31 December 2018 1,247
Batance at 31 December 2017 1,336

o Produce Buyirig Company Ltd. -

.......

Listed Equity Investments

Details of the company’s’ share holdings in
(GSE) as at December 2018 are as follows:

GCB Bank Ltd -
Societe Generale (Ghana) Ltd -
The Trust Bank (Gambia) -
Republic Bank Gharia Lirited -
Standard Chartered Bank (Ghana) -
Guinness Ghana Breweries Lid -
Unilever Ghana Ltd -
Mechanical Llyod Company Ltd =

48,566 shares

18,420 shares
7,000 shares
45,814 shares.
13,400 shares
75,145 shares
18,550 shares
22,000 shares
13,042 shares
12,600 shares
141,821 shares
70,181 shares

Aluworks _ -
Cocoa Processing Company Ltd -
Pinger Kitchen Ltd -
Clydestone Ltd -
Benso Oil Palm Plantation -

Unlisted Equity Investments:

144,863 shares’
193,493 shares

Unlisted
Equity

‘Securities

Gh¢’'000
15,853

300

Total
Gh¢'ooo
16,471

300
738

other companies listed on the Ghana Stock Exchange

The company's shareholding interest in other companies not listed on the Stock Exchange also stood

as follows:

Waica. Reinsurance Corparation -
Accra Breweries Ltd -

_ 184,980 shares
CFAQ Motors -

500 shares
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a) Auailab'Ie-for-'Sale.-E_'quity Investments (cont.)
Sensitivity Analysis _ 3
The comipany is exposed to equity securities price risk because of investments in quoted and
unquoted shares classified as Available-for-Sale. An average market prices change of 5% wili
impact the statement of financial position to the tune of Gh¢3,810,592.

b) Available-for-Sale Reserve Dec-18 Dec-17
Gh¢’000 Gh¢'000
. Balance at 1 January 1,084 346

Revaluation of Equity Investments 47 738

Balance at 30 becember 1,131 1,084
- 19 Other receivables  Dec-18 Dec-17
Gh¢'000 Gh¢'000

...... . Staff debtors 2:490 2,943
: Agency loan 41 77
Prepayments & depaosits 2,724 2,195

Sundry debtors 2,844 600

Current account with life ~ (4)
Current accovint with star microinsurance 19 -

Naticrial reconstruction fevy 2 2

- Accountable imprest 70 o=
: Gia sticker - 382
sovesbrosmerdlewy 52 -

8,242 6,195

d. The maximum am_oun_t_ owed by staff -tp-the_.(_:ompany did not at any time during
o the year exceed Gh¢2,490,387 (Becember 2017 - Gh42,942,549).

b. Prepayments represent the unexpired portion of certain expenditure spread on time basis.
N 20: Available - for ~ sale debit investment Dec-18 Dec-17
- ‘Gh4'000 Gh¢'000
Govérnment_seg_uritiiaS : 582 512
______ Statutory deposit 2,072 1,835
. Fixed deposits 157,067 154,081
Impairment prov. on fixed deposits (17,685) -
- 142,036 156,428

Sensitivity Analysis
. Fixed interest rate financial instruments carried at fair value expose the com pany to fair value
.' interest rate risk: Varlable interest rate financial instruments €xpose the company to cash flow
interest rate risk.
. Investment contracts with fixed and guaranteed terms, government securities angd deposits
with. financial institutions held to maturity are accounted forat amortised cost and their
carrying amounts are not sensitive to changes in the level of interest rates.
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A A ey — —— e - — — -

21. Cash and bank blances Dec-18 Dec-17
Gh¢'000 Gh¢'000
Cash on Hand" 164 90,309
Cash at Bank 13,171 2,285
11,335 92,594
- Dec-18 Dec-17
22. Stated capital No. of No. of
Shares Shares
— (million) (rnilliom)
Althorised Ordinary Shares of nio par valie. 100,000 100,000
™ Issued Ordinary Shares of ng par value fully paid for 6,295 6,295
- Number of Ghd¢'000 Number of Ghd¢'000
Balance at 1 January 6,295,000 120,235 3,295,000 40,_235
Issued of shares - - 3,000,000 90,000
Balance at 31 December 6,295,000 130,235 6,295,000 130,235
Other disclosures required by the Companies _
Number of Ghd¢'000 Number of - Proceeds
- Issue for Cash | 4,800,242 111,983, 4,800,242 111,083
Issue Other than Cash Cansideration 569,203 6,950 569,203 6,950
) Transfer from Income Surplus. 925,555 11,302 925,555 11,302
6,295,000 130,235 -6,295,000'_ 130,235

. . — — e e

There is no unpaid. Iiabili_ty'on any share and there are no shares.in treasury,
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24,

25,

Income surplus

This represents accumulated residual
Movement during the period is set oy

Insurance claims liabilities

Settled but Outstanding
Outstanding Ciaims Provision
Incurred But Not Settled (IBNR)

Movement in total claims liability

Claims Qutstanding at January 1
Additional Claims Provision
Claims Settled during the year
Cash paid during the year

Balance at 31 December 20 18

Claims Liabilities by Product

'Dec-_1'8
Fire

Motor
Accident
Engineering
Liability
Bonds
Marine
Travel
Aviation

Balance at 31 December 2018

Dec-17

Fire

Motor
Accident
Engineering
Liability
Bends
Marine
Travel

Balance as at 31 December 2017

CLASSIFICATION: CONFIDENTIAL

Settled but

Gh¢'000
826
2,616
486

Reported
Gh¢‘000
1,569
13._,481
817
561
453
1,040
180
.38

profit available for distribution tothe sharehoiders.
tin Statement of Changes in Equity.

Dec-18

Ghd¢'000

3,928

Ll T T T —

---------

Incurred
Ghd¢'000

558
13,538
330
726
256
208

30

---------

Dec-17
Gh¢'000

1,478
35,072

---------

---------

Total
Ghd¢'000
2,953
29,635
1,633
1,287
709
1,248
210
246

---------
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25, Insurance claims liabilites ( cont'd)

Sensitivity analysis
Claims estimation is based on the foliowing parameters:

a) the general price levels or inflationary trends within the econorny _

b} the rate of currency depreciation as significant portion. of risk underwritten are quoted in

C) the awareness level of the insuring public and their rights to claim under insurance contracts’
d) the general |level of risk concicusness of the population

The.imp_act' of a 5% average change In the above parameter will result in a change to the tune of
Gh¢1,903,167 positive or negative in-thie statemaent of financial positiocn, depending on the
direction of the change,

_ Dec-18 Dec-17
26. Provision for unearned premium Ghd¢'000 Gh¢'000
. Balance at 1 January 34,191 34,006
' Additional Provision 4,104 186
_____ Balance at 31 December 2018 38,295 34,192
27. Creditors and accruals. Dec-18 Bec-17
- Gh¢'000 -Gh¢'000
| Commission Payable 1,726 1,104
» ‘Witholding Tax 399 587
Current Account with Star Microinsurance - 77
Accruals 829 1,072
Sundry Creditors. 1,895 2,337
4,849 5,177
| 28. National fiscal stabilization levy
______ Payments Charge
R Year of Balance at during forthe Balance at
Assessment 1 Jan. '18 the year year 31 Dec.'1l8
| Gh¢'000 Gh¢'000 Gh¢'000 Gh¢"'000
2017 2,260 - - 2,260
o 2018 - (1,897) 1,162 (735)
_____ 2,260 (1,897) 1,162 1,525

This is a levy of 5% of accounting profit before tax for the period, This was suspended in 2012,
..... _ but re-introduced in July 2013, and extended in December 2017 to 2019. It is payable to the
: Commissioner of Ghana Revenue Authority under the National Fiscal Stabilization Levy Act, 2009
{Act 785).
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29,

30.

30.1

31.

32,

33.

34.

Borrowings:

Bank loan.
Due within 12 months

Movement in borrowing is as follows:
Balance at 1 January
Write-off during the period

Balance at 31 December 2018

Deferred tax

The movement on the deferred tax account is as follows:

Balance at 1 January _ _
Origination / reversal of femparary differences:
recognised in the incorme statémerit

Balance at 31 December 2018

Analysis of cash and cash equivalents

Cash and Bank Balances (Note 21)
Shortterm Investments (Note 20)

Contingent liabilities

Dec-18. Dec-17
Gh¢'000 Gh¢'000
- 830

- (830)
Dec-18 Dec-17
Gh¢'000. Gh¢'000
6,154 348
15 5,806
6,169 6,154
11,335 92,594
142,036 156,429

153,371 249,023

There 'were no contingent liabilities as at the year end December 31, 2018 (December 2017 - Nil}

Capital commitments

There were:nc material capital commitments as at the year end December 31, 2018 (December

2017 - Nil)

Events after balance sheet date

No significant event occurred after the end of the reporting date which is likely to affect these

financial statements
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35. Related partey transaction
HODA Heldings iricorporated in Ghana, owns 99.99

6% of the issued ordinary shares of the company.

Mr. Andrews Basoah holds the remaining 0.004%. uniCredit Ghana Limited, uniSecurities Ghana
Limited, StarLife Assurance Company Limited, Star Microinsurance Cornpany Limited, uniPrecision
Printing Press, Telemedia Communications, E.L.B. Network, Integrated Properties Limited, HODA
Properties, Alban L.ogistics and Finnet Solutions are related through common shareholding and

directorship.

Below are balances held on related parties account as at the close of the year

Nature of Transaction

Available-for-sale

Investment:

Fixed Deposits
Fixed Deposits
Commiercial Paper

Bank Balances

Current Accounts

Balances due from:
Rent Prepayment _
Facility Maintenance Fees.

Sundry Debtors.
Deposits for Printing Works

Balances due to:

Rent Accrued

Facility Maintenance Fees

Advertising Expense
Lease Rental Payable
Insurance Claims
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Related Party

uniCredit Savings & Loans Ltd
uniSecurities (Ghana) Ltd
Integrated Properties:Ltd (IPL)

uniCredit Savings & Loans Ltd

StarLife Assurance Company Ltd
Startife Assurance Company Ltd
HODA Holdings

LniPrecision

Starlife Assurance Company Ltd
Starlife -Assurance Company Ltd

Telemedia Communications Ltd

Alban Logistics
Star Microinsurance Ltd

Dec- 1__8 Dec-17
Gh¢'000 Gh¢'000
€93 1,913
57,422 58,963
54,713 40,679
112,828 101,555
445 83
445 83
- 12
- 2
2,706 R
107 -
2,813 14
39 -
5 4
524 7i1
28 R
- 77
506 792,
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For the year ended 31 D.ec‘ember 2018

35. Related party transactions { continued)

Payments to Related Parties:

Claims payment
Claims payment.
Claims payment
* Claims payment

Security & prof driving services

Life Insurance premium
Marketing and adverts
Printing of stationery items:
Purchase of Fixed Assets

Supply of stationery and-others

Lease Reritals

Receipts from Related Parties:

Insurance Premium
Insurance Premium
Insurance Premium
Insurance Premium
Insitrance Premium
Insurance Prémium
Insurance Premium
Insurance Premium
Irsurance Pramiam
Insurance Premium
Insurance Premium

Starlife Assurance Co. Ltd

uniCredit Savings & Loans Ltd
uniSecurities. (Ghana) Ltd
Topp Core: Security

Topp Core Security

StarLife Assurance Co, Ltd

Telemedia Communications Ltd
uniPrecision Printing Press
Alban Logistics

Alhan. Logistics,

Alban Logistics.

Integrated Properties Ltd (IPL)

‘Starlife Assurance Company Ltd

Star-Microinsurance Ltd
uniCredit Savings & Loans Ltd
uniSecurities (Ghana) Ltd
uniPrecision Printing Press

E. I. B Network Ltd’

Alban Logistics _

Telemedia Communications Ltd
HODA Holdings

Topp Core

Compensation to key management personnel:
Sataries and gther shori-term employment benéfits

Employers' pension:-contributions

Trahsactions with directors:

Dec-18
Gh¢'000

1
38
15

239

492

Dec-18
‘Gh¢'000

14
299
25
273
46
28
70
57

Dec-17
Gh¢'G00

Dec-17
Gh¢'000

321
476
32
153
20
155
84
64
14

Remuneration in the form of salaries is paid to executive directors and non-executive directors are
Directors' emoluments are. disclosed in Note 12,
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. ‘Operating expense
Staff Cost

‘Salaries and Allowances
Wages

Medical

-~ Staff Uniform
: Training/Seminar - Staff

Promotional Expenses

Marketing and Advertisement
Agents Training & Support Expenses
. Donations
-~ Business Promgticns
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Dec-18
Gh¢'000

---------

--------

Dec-17
Gh¢'000

ek sk et e

--------
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Administrative Expenses

Legal Fees & Expérnses
Mator Vehicles Running:
Motor Vehicles Repairs

‘Generator Expenses.

Travelling & Transport-Local
Repairs - Others

Printing & Stationery

Bank Charges

Auditors’ Remuneration and Charges
Professional Fees

Software Support Services
Board Meeting Expenses
Directors’ Remuneration
Communication Expenses
Subs/Req & Licensing

NIC Subscription
Client-Rescue fund Levy of NIC
Office Expenses
Entertainment

Insurance

Cleaning and Sanitation
Security Services

Bad Debts Witten-Off
Depreciation

Amortisation Expenditure
Trekking Expenses.
Qverseas Travelling

Rent & Rates

Electricity & Water

Total
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Dec-18 Dec-17
Gh4'000 Ght'000
434 117
1,652 1,355
216 139
283 314
355 280
121 195
983 924
248 102
113 105
637 455.
377 204
53 71
325 245
1,247 882
369 406
1,i57 850
130 75
87 81
292 2482
477 722
697 576
535 477
- 191
2,268 1,833
97 g7
267 114
143 239
8,025 7,537
1,16 1,263
22,755 20,125
43,691 38,984
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