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Directors' Report

The directors are pleased to submit to the members of the group its 50th annual report, together with the audited
consolidated separate financial statements for the year ended 31 December, 2018.

1
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LEGAL FORM AND PRINCIPAL ACTIVITIES:

The Company was incorporated as a private limited liability Company on December 29, 1969, converted to a
public limited liability Company on July 15, 1989 and was listed on the Nigerian Stock Exchange on December
3, 1990. The principal activities of the Company include life, healthcare and general insurance, financing,
asset management, trusteeship and micro finance banking services.

RESULTS FOR THE YEAR:

The highlights of the Group and Company’s trading results for the year ended 31 December 2018.

Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Profit/(loss) before taxation 328,871 (682,127) (838,798)  (351,118)
Minimum tax (9,866)  (149,633) (6,686) (48,551)
Income taxes (473,181)  (137,883) S
Loss after taxation (156,1786) (969,643) (845,484) (399,669)
Other comprehensive income, net of tax 23,586 167,907 671 0 -
Total comprehensive loss for the year _{132,590)_(801,736) (844,814) (399,669)
Total assets 35,516,592 33,272,846 14,847,224 11,454,447
Shareholders fund/Total equity 5,099,339 5,578,400 4,890,558 3,751,949

DIVIDEND:

The company did not recommend any dividend on ordinary shares to its members for the year ended 31
December, 2018 (2017: nil).

DIRECTORS’ INTEREST AND SHAREHOLDING:
A board of 9 directors determined the general strategy and policy of the Group in the year under review.

The names of directors who served during the year were:

Mr. K. E. Odogwu Chairman

Chief A. 1. Idigbe (SAN) Non-executive Director

Mr. D. Maegerle Non-executive Director
Chief U. Okpa-Obaiji Non-executive Director

Mr. A, A. Ojora Non-executive Director
Alhaji A. R. Mohammed Non-executive Director
Alhaji R. M. Gwarzo (OON) Non-executive Director

Mr. Hewett Benson Independent Director*
Alhaji A. Muktari Group Managing**

Mr Olawale Banmore Group Managing Director***

Appointed as Independent Director with effect from 18 April, 2018
Resigned as the Group Managing Director with effect from 18 October, 2018
Appointed as the Group Managing Director with effect from 19 October, 2018
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pital of the Group as recorded in the Register of Members and

in the Register of Directors’ Holdings and Contracts, as notified by them for the purposes of Section 276 and

277 of The Listing Requirements of the Nigerian Stoc

k Exchange, are as follows:

No. of 50k No. of 50k1
Ordinary Ordinary
Shares Held Shares Held
Holdings as at as at | Holdings as at as at
31 December, | 31 December, | 31 December, | 31 December,
2018 2018 2017 2017
Number Number Number Number
Direct __Indirect Direct Indirect
Mr. Kenneth E. Odogwu -| 2,013,119,834 - 2,013,119,834ﬂ_
Chief Anthony 1. Idighe (SAN) - 1,350,276 - 1,350,276 |
Mr. Daniel Magerie = - - -
| Chief Uwadi Okpa-Obaji 645,468 - 645,468 -
| Alhaji Ahmed R. Mehammed = — = i = =
Alhaji Rabiu M. Gwarzo, OON 3,782,319 | - 3,782,319 -
Mr. Adeyinka A. Ojora 100,000 | 183,529,858 100,000 183,529,858
Alhaji Auwalu Muktari 546,410 - 546,410 -
Grand Total 5,074,197 | 2,197,999,968 5,074,197 | 2,197,999,968

SHARE CAPITAL AND SHAREHOLDING:
The Company did not purchase its own shares during the year.

Authorized Share Capital:

The authorized share capital of the Company is ¥5billion made u

each.

Called Up, Issued and Fully Paid Share Capital:
The issued and paid-up share capital of the Company is currently §2,572,685,037 made up of 5,145,370,074

ordinary shares of 50k each.

p of 10,000,000,000 ordinary shares of 50k

No. of 50k No. of 50k |
Ordinary Ordinary
Shares Held | % Holding as Shares Held | % Holding as |
as at at as at at |
31 December | 31 December | 31 December| 31 December
2018 2018 2017 2017
Spennymoor Limited, Jersey C.1 2,013,119,834 39.12 2,013,119,834 39.12 |'
Royal Exchange Assurance (U.K) 3,776 0.00 3,776 0.00
| Nigerian Government 20,654,487 0.40 20,654,487 0.40
Dantata Investments & Securities
Company Limited 921,833,885 | 1792 690,244,885 13.41
Chief (Dr.) S. I. Odogwu, OFR 266,870,509 5.19 266,870,509 5.19_1,
Helen and Troy Holdings Limited 261,058,784 5.07 261,058,784 5.07_4
| Phoenix Holdings Limited 183,529,858 Iy 3:57 183,529,858 3.56
Decanon Investment Limited* 159,388,632 3.10 159,388,632 3.10 |
(Under Litigation - Suit No
FHC/L/CS/5479/08)
Other Nigerian Citizens & Associations | 1,318,910,309 25.63 | 1,550,499,309 30.14 ‘
Grand Total 5,145,370,074 100 | 5,145,370,074 100

The Company hereby declares that aside from the list of person(s) in the above schedule, no other person(s)
has 5% or more of the issued and fully paid share capital of the company.

This represents ordinary shares held in trust by Decanon Investment Limited with respect to a law suit

number FHC/L/CS/5479/08
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5.3 Share Range Analysis as at 31 December, 2018

% of % of
No. of Total Units Units
Holders | Holders Held Held
1 - 500 1110 7.20 262,885 | 0.01
501 - 1,000 797 ol 613,381 | 0.01
1,001 - 5,000 5160 33.46 14,362,481 0.28
5,001 - 10,000 2809 18.22 19,597,624 | 0.38
10,001 - 50,000 3654 23.70 80,444,692 | 1.56
50,001 - 100,000 787 5.10 57,448,237 | 1.13
100,001 - 500,000 794 5.15 168,973,026 | 3.28
500,001 - 1,000,000 127 0.82 89,034,910 | 1.73
1,000,001 - 5,000,000 132 0.86 275,496,694 | 5.35
5,000,001 - 10,000,000 28 0.18 190,033,099 [ 3.69
10,000,001 - 5,145,370,074 _ 22 0.14 4,249,103,045 | 82.58
Grand Total 15420 100 | 5,145,370,074 | 100
5.4 Share Range Analysis as at 31 December, 2017
% of % m
| No. of Total Units Units
Holders | Holders Held Held
L Aia 500 1044 6.77 242,916 | 0.00 |
501 | - 1,000 771 5.00 588,065 | 0.01
1,001 | - 5,000 5152 33.41 14,367,433 | 0.28
5,001 | - 10,000 2827 18.33 19,716,702 | 0.38
10,001 | - 50,000 3712 24.07 82,049,498 1.59
50,001 | - 100,000 791 5,13 57,717,467 1.13
i 100,001 | - 500,000 812 5.27 171,306,589 | 3.36
500,001 | - _ 1,000,000 | 131 0.85 90,802,056 | 1.71!
1,000,001 | - 5,000,000 133 0.86 285,772,854 | 5.48
5,000,001 | - 10,000,000 26 0.17 176,467,034 | 3.53
10,000,001 | - 5,145,370,074 22 0.14 4,246,332,460 | 82.53
Grand Total 15421 100 | 5,145,363,074 100

RECORDS OF DIRECTORS ATTENDANCE:

Further to the provisions of Section 258 (2) of the Companies and Allied Matters Act,
Cap C20 Laws of the Federation of Nigeria 2004, the Record of Directors’ Attendance at
the Board Meetings held in 2018 is available at the venue of annual general meeting
and is contained in the Report on Corporate Governance.

7 PROPERTY AND EQUIPMENT:
Information relating to property and equipment during the year is shown in note 17.
8 DONATIONS:

There were no donations during the year 2018 (2017: #1,414,000).
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9 EVENTS AFTER REPORTING DATE:

There was a significant event after the reporting period, which requires a disclosure in
this financial statement. This has been disclosed in note 59.

10 AGENTS, BROKERS AND INTERMEDIARIES:

The group maintains a network of licensed agents, brokers as well as other
intermediaries throughout the country.

11 TRUSTEESHIP SERVICES
Royal Exchange Plc (the Company) acts as a custodian, trustee or in other fiduciary

The Company acts as a custodian of unclaimed debentures issued by various third
party entities which have matured but have not been claimed by beneficiaries. These
assets are held and managed by the Group in order to preserve their value. (See note
60 for more details).

The Company also acts as a trustee to ARM Ethical Fund and Paramount Equity Fund.
These funds are managed by independent Fund Managers and the assets are held by
appointed custodians. The Company has oversight responsibilities which include,
monitoring the activities of the fund manager and fund custodian, ensuring that the
funds are administered in line with the applicable Trust Deed of the fund and all
relevant regulatory guidelines governing the fund, ensuring that relevant regulations
are adhered to and ensuring that the interests of the unit holders in the funds are
protected all time.

12 EMPLOYEES’ DEVELOPMENT:

12.1 Employment of physically challenged persons:
It is the policy of the Group that there be no discrimination in the consideration of all
applications for employment, including physically challenged persons.

All employees whether physically challenged or not, are given equal opportunities to
develop their expertise and knowledge and qualify for promotion in furtherance of
their careers. In the event of members of staff becoming physically challenged, every
effort is made to ensure that their employment with the Group continues and that
appropriate training is arranged. It is the policy of the Group that training, career
development and promotion of physically challenged persons should, as far as
possible, be identical with that of other employees.

12.2 Health and safety at work and welfare of employees:
The Group is concerned about the health, safety and welfare of its employees.
Therefore the Group, through its subsidiary, Royal Exchange Healthcare Limited
provides health insurance for all group staff.

12.3 Employees’ involvement and consultation:

The Group’s consultation machinery was fully utilized in the year to disseminate
management policies and encourage employee involvement in its affairs.

Employee representatives are consulted regularly on a wide range of matters affecting
their current and future interests.
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Circulars and newsletters on significant corporate issues are published. In order to
facilitate the exchange of information, a house journal titled “Royal News” is published
featuring contributions from and about employees of the Group.

12.4 Training:

The Group recognizes that the acquisition of knowledge is ongoing. The Group also
recognizes that to foster commitment, its employees need to hone their awareness of
factors economic, financial or otherwise, that affect the Group. To this end, the Group,
in the execution of its training programs, encourages and provides the opportunity for

its staff to develop and enhance their skills awareness and horizons.

13 AUDIT COMMITTEE:

The members of the statutory Audit Committee appointed at the annual general
meeting held on 18 October, 2018, in accordance with S359 (3) of the Companies and
Allied Matters Act Cap C20, Laws of the Federation of Nigeria 2004, were:

Alhaja A.S. Kudaisi
Chief Uwadi Okpa-Obaji
Mr. T. Olawuyi

Mr. B. Akinsolu

Alhaji R.M. Gwarzo, OON
Mr. A. A. Ojora

Chairman

Member

Shareholders representative
Shareholders representative
Member

Member

The committee met in accordance with the provisions of S 359 of the Companies and
Allied Matters Act, Cap C20, Law of Federation of Nigeria 2004 and will present their
report.

14 SHAREHOLDERS INFORMATION

Build-up of Share capital history

14.1

Year Share Capital | Mode of Acquisition No. SHARES
1990 21,600,000 | INITIAL SHARE CAPITAL
1991 27,000,000 | BONUS 1991 5,400,000
1992 33,750,000 | BONUS 1992 6,750,000
1995 50,625,000 | BONUS 1995 16,875,000
1996 75,937,500 | BONUS 1996 25,312,500
1997 227,812,500 | RIGHT OFFER 151,875,000
2000 341,718,750 | BONUS 2000 113,906,250
2001 512,578,125 | BONUS 2001 170,859,375
2003 683,437,500 | RIGHTS OFFER 170,859,375
2003 854,296,875 | BONUS 2003 170,859,375
2004 1,067,871,094 | BONUS 2004 213,574,218
2005 1,601,871,094 | BONUS 2005 533,935,547
2006 2,818,608,785 | RIGHTS OFFER 1,216,802,144
2007 3,359,898,835 | SCHEME SHARES 541,290,050
2008 3,695,888,719 | BONUS 2008 335,989,884
2009 4,065,477,591 | BONUS 2009 369,588,872
2010 4,573,662,289 | BONUS 2010 508,184,698
2011 5,142,370,074 | BONUS 2011 571,707,786

2017-2018 Nil | Nil Nil
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In number
Year Bonus Issues
1991 5,400,000
1992 6,750,000
1995 16,875,000
1996 25,312,500
2000 113,906,250
2001 170,859,375
2003 170,859,375
2004 213,574,218
2005 533,935,547
2008 335,989,884
2009 369,588,872
2010 508,184,698
2011 571,707,786
| 2012-2018 __ Nil_
Total Bonus 3,042,943,505
14.3 Right Issues
In number
Year Right Issue
1997 151,875,000
2003 170,859,375
2006 1,216,802,144
2007-2018 Nil
Total Rights 1,539,536,519
14.4 Summary
In number
Initial Share 21,600,000

15

Bonus Shares
Right Issues

3,042,943,505
1,539,536,519

Scheme Shares 541,290,050
Paid Up Capital 5,145,370,074

AUDITORS:

31 December 2018

The Auditors, Messer Deloitte & Touche (Chartered Accountants) appointed during the
year 2018, have indicated their willingness to continue in office as auditors in

accordance with Section 357

LFN, 2004.

(2) of the Companies and Allied Matters Act, CAP C20,
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16 COMPLIANCE WITH THE CODE OF BEST PRACTICES ON CORPORATE
GOVERNANCE

The Directors confirm that they have reviewed the structure and activities of the Group
in view of the Code of Best Practices on Corporate Governance in Nigeria published in
February, 2009. The Directors confirm that the Group has substantially complied with
the provisions of the Code of Best Practices on Corporate Governance with regards to

matters stated therein concerning the Board of Directors, the Shareholders and the Audit
Committee.

BY ORDER OF THE BOARD

g

Sheila Ifeyinwa Ezeuko

Company Secretary/GM (Legal Services)
FRC/2013/NBA/00000004059

Lagos, Nigeria

20 June, 2019
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Report of Corporate Governance

Our business is anchored on the principle of utmost good faith, thus adhering to highest standards of corporate
governance is fundamental to the sustainability of our business. Our strategy to delivering best result to all our
stakeholders is anchored on forging strong relationships with our stakeholders, alignment of our businesses with
global best practice and high standards of corporate governance,

The operational challenges recorded in year 2018 occasioned by the subsidiaries activities, and resulting in
significant impairment charges have necessitated an intensified oversight functions of the board. Greater control
synergy has been put in place to arrest recurrence. The board is optimistic that with the implementation of this
control synergy, the company will continue to turn the bend successfully.

In addition, the company continue to integrate the best practices in its governance structure.

Governance Culture
There is a deliberate consciousness to maintain effective corporate governance culture which runs through the

entire spectrum of the organization. The board champions the course by setting the tone and it is cascaded through
the organization.

The company similarly maintains the culture of annually exposing the board members to corporate governance
training to better improve their performances. Furthermore, the company maintains the culture of ensuring that its
performance is in compliance with best global practices, by instituting a bi-annual board appraisal mechanism which
ensures it is alive to its responsibility.

i GOVERNANCE STRUCTURE

The Board

The Board of Directors is the principal driver of strategic affairs and corporate governance of the company and
has overall oversight responsibility for ensuring that the tenets of good corporate governance are adhered to.
The board is consisting of eight (8) non-executive directors,

There is a separation of roles and responsibility of the chairman of the board and the Group Managing Director
of the company.

The Board membership comprises eight (8) members, including the Chairman, seven (7) Non-Executive
Directors inclusive of one (1) Independent Director.

its board of directors and Independent directors with the holding company maintaining oversight function
through its six (6) Committees, namely, Board Risk Management, Board Investment, Board strategy,
Establishment and Governance, Finance & General Purpose, and the Board Audit.

Non-Executive Directors (NED)

Non-Executive Directors are appointed for an initial term of four years and can be re-elected for a maximum of
two subsequent terms of four years each, subject to satisfactory performance and approval of the members.
Each non-executive directors brings with them wide experiences, knowledge and personal qualities to bear in

not involved in the day to day operations of the business.

Executive Directors (ED)

The Executive Director is based on contractyal agreement and may be renewed subject to a satisfactory
annual performance evaluation. Hence, the maximum tenure of an Executive Director is two terms. The Board
may grant a waiver of the tenure limit in the case of an Executive Director whose performance is deemed

exceptional.
Board meeting attendance
. 3 . %
Directors | Status Designation Attendance Attendance

| Expected Meetings 4 - .
Actual Meetings 6 -

Mr. K. E. Odogwu Non-Executive Director | Chairman 6 100%
| Chief A. 1. Idigbe (SAN) Non-Executive Director | Member 6 100%

Mr. Daniel Maegerle _| Non-Executive Director Member 5 83% |
Chief U. Okpa-0Obaii Non-Executive Director Member 6 100%
Alhaji A. R. Mohammed Non-Executive Director | Member 6 100%
Alhaji R. M. Gwarzo, OON Non-Executive Director | Member ) 6 100%

Mr. A. A. Ojora _Non-Executive Director | Member 6 100% |
Mr. H. Benson Independent Director | Member 5 83%
Alhaji Auwalu Muktari Executive Director | Member 3 50%
Average Attendance | 91%

*** Note. Mr. Banmore Olawale was appointed to oversee the affairs of Royal Exchange Plc after Alh. Auwalu
Muktari's resignation.

**% Note. Chief Idigbe was represented by his alternate Mr. Nnamdi Oragwu in some of the meetings.

*** Note. Mr. H. Benson was appointed mid-year into the board.
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Internal Organization
The Board is chaired by the Chairman. Board members are subject to standards of business
conduct policies, rules and regulations to avoid conflict of interest and use of insider
information. The Board appoints committees to help carry out its duties. Given the separation
of roles of the chairman and the CEO, the Board appoints Non-Executive Directors as chairmen
of Board committees. Board committees work on key issues in greater details than would be
possible at full Board meetings, which helps to ensure more effective full Board meetings.
Each Board committee reviews the results of ijts meeting with the full Board.
Executive Management, led by the GMD, constitute the key management organ of the
company and is primarily responsible for achieving performance expectations and increasing
shareholder value.

Statement of Compliance

In compliance with the provisions of the SEC code, Royal Exchange Plc. hereby confirms that
its sustainability initiatives are in alignment with Part D of the Code and that our related party
transactions are being monitored in compliance with the code.

Furthermore, in compliance with Section 34.7 of the SEC Code, we hereby confirm to the best
of our knowledge Royal Exchange Plc. has in place an effective Risk Management, Control and
Compliance system in place and the internal audit system is effective and efficient.

Board code of ethics

To avoid unethical and unwholesome practice and conflict of interest in any business
relationship with the company, the Group board has put in place Code of Business Ethics to
provide guidance for the board and staff to maintain strong ethical standards.

Board Performance Evaluation

In compliance with the provisions of the SEC Code of Corporate Governance, the performance
of the Board, its committees, the chairman and individual directors was appraised by an
independent consultant. Similarly, in compliance with the NAICOM Code of Corporate
Governance, appraisal of the performance of the insurance subsidiaries boards was also
conducted by an Independent Consultant and submitted to NAICOM.

Resignation of the Executive Director

The Group Managing Director of the company Alhaji. Muktari Auwalu resigned his appointment
during the year. Mr, Wale Banmore was appointed to oversee the affairs of Royal Exchange Plc
whilst he still keeps his position as the Managing Director of Royal Exchange Prudential Life
Plc.

Engagements

To foster an atmosphere of cordiality, and in recognition of their importance to the different
businesses within the group, the company regularly engaged with the regulator to ensure the
extant regulations are complied with. Similarly, the company continually engages with its
shareholders and shareholders’ group with the intent of fostering better understanding of the
group’s governance mechanism and performance.

Board Committees

The board committees are established to provide preparatory and administrative support to
the Board. Each committee, has a defined Charter which embodies its guiding principles and
sets out its composition, functions, responsibilities and scope of authority,

The issues considered at Committee meetings are recorded in minutes with extract of the
major issues raised reported at the subsequent full Board meetings for final consideration and
resolution of action points/directive.

10
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The Board has the following standing committees:

Establishment & Governance Committee
Audit committee

Risk Management Committee

Finance and General Purposes Committee
Investment committee

Strategy Committee

Establishment and Governance Committee

The committee is comprised of three Non-Executive and one Executive Directors. It oversees
the Group’s governance program against best practice to ensure that the rights of the
shareholders are fully protected. It is also responsible for determining the remuneration of the
executive and non-executive members of the Board, nominations for approval of the Board
candidates to fill Board vacancies, and for the continuous review of senior management
succession plans. The committee met four (4) times during the year with average attendance
of 75%.

The following directors served in the committee. Mr. D. Magerle (Chairman); Alhaji, R.M
Gwarzo, OON; Chief U.I Okpa -Obaji and Alhaji Auwalu Muktari.

Audit committee

The Audit committee, at least annually review the standards of internal control, including the
activities, Plans, Organization and Quality of Internal Audit and serves as a focal point for the
communication and oversight regarding Financial Reporting.

The Committee comprised of seven (7) members made up of three Non-Executive, one
Executive Director and three shareholder representatives. The committee met five (4) times
during the year with an average attendance of 46%.

Members of the committee includes, Alhaja A.S Kudaisi (Chairman), Chief U. Okpa-Obaii,
Alhaji R.M Gwarzo, Mr. A.A. Ojora, Mr. T. Olawuyi, Mr. B. Akinsolu and Alhaji Auwalu Muktari.

Risk management committee

The committee is tasked with overseeing, setting and reviewing the risk governance
framework, including risk management and control, risk policies and their implementation as
well as the risk strategy and monitoring of operational risks. The committee comprised of four
(4) members, three (3) non-executives and one (1) executive members. the committee met
four times during the year with average attendance of 94%.

Members of the committee includes,
Mr. A.A. Ojora, (Chairman)

Chief U. Okpa-Obaji

Alhaji A. R Mohammed

Alhaji Auwalu Muktari

Finance and General Purposes Committee

The Board Finance & General Purpose Committee has oversight responsibility for issues
relating to the strategic planning, budgetary process, procurements, corporate finance,
resources and assets utilization, capital structure and reporting financial performance of the
group.

The committee consists of four members and met five times during the year with attendance
of 55%.

11
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Members of the committee includes

Chief U. Okpa-Obaji, (Chairman)
Mr. D. Magerle

Chief A, 1. Idigbe

Alhaji Auwalu Muktari

Investment Committee

The committee assists the board in its oversight functions with respect to investment
strategies, investment portfolio performance, investment mix and the overall investment
performance of the group. The committee consists of four (4) members and met four times
during the year with attendance of 65%.

Members of the committee includes
Alhaji A. R Mohammed, (Chairman)
Mr. D. Magerle

Chief A.I Idigbe

Alhaji Auwalu Muktari

Strategy Committee
The Committee’s responsibilities includes but are not limited to advising and assisting the
board in carrying out:

i) the development, articulation and execution of the Group’s long term strategic plan and
i) it's advisory oversight responsibilities relating to potential mergers, acquisitions and
other key strategic transactions outside the ordinary course of the Group’s business.

The committee is comprised of four (4) members and met three times in the year with the
average attendance of 75%. Members of the committee includes:

Chief A.I Idigbe, (Chairman)
Mr. A.A. Ojora

Alhaji R.M Gwarzo

Mr. Wale Banmore

12



Royal Exchange Pic

Consolidated Annual Report & Financial Statements
31 December 2018

Board Committee meeting attendance

Directors Status BIC | E&GC | F&GP | RMC AC BSC
Expected Meetings 4 4 4 4 4 4
Actual Meetings 4 4 4 4 4 4
Chief A. 1. Idigbe (SAN) Non-Executive Director 4 4 4
Mr. Daniel Maegerle Non-Executive Director i 2 1

Chief U. Okpa-Obaiji Non-Executive Director 4 4 4 &

Alhaji A. R. Mohammed Non-Executive Director 4 4

Alhaji R. M., Gwarzo, OON Non-Executive Director 4 3 3
Mr. A. A. Ojora Non-Executive Director 4 4 4
Mr. H. Benson Independent Director 1 2
Alhaji Auwalu Muktari Executive Director 2 2 2 2 2 2
Alhaji A. S. Kudaisi SH. Rep B

Mr. T. Olawuyi SH. Rep 4

Mr. A. Benkunmi SH. Rep 4

Average Attendance 65% 75% 55% 94% 46% 75%
Legend

BIC- Board Investment Committee

F&GP- Finance and General Purpose Committee
RMC- Risk Management Committee

AC- Audit Committee

BSC- Board Strategy Committee

E&GC- Establishment and Governance Committee

13
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GROUP STRUCTURE AND SHAREHOLDERS

Operational Group Structure
Royal Exchange Plc manages its exposure to group governance on a matrix depicting
lines of business and functionalities which reflects in the areas of responsibility.

The Executive Committee (EXCO)

The Executive Committee (EXCO) is headed by the GMD and includes the Group
Executive Director and the Group Heads of Finance & Accounts, Human Resources,
Enterprise Risk Management, Strategy & Business Improvement, Legal & Company
Secretarial Services and the Managing Director of other subsidiaries.

The Group Management Executive Committee (GMEC)
The GMEC is headed by the Group Managing Director and includes the Group General
Manager, Managing Directors of the subsidiaries and Group Heads of Departments.

The GMEC is responsible for:

The day to day running of the Group on behalf of the Board

* The development and implementation of all Board - approved initiatives

* The achievement of all business and operational plans, targets, strategies and
objectives within the company’s risk management framework; and

* The development of advanced reporting procedures to ensure the Board is fully
informed at all times.

The GMEC also ensures that the processes, policies, procedures and controls within the
Group are effective and regularly reviewed to deliver financial and operational
accountability and success.

SUBSIDIARY GOVERNANCE

Royal Exchange’s governance strategy is implemented through the establishment of
systems and processes which assures the Board that the subsidiaries reflect the same
values, ethics, control and processes as that of the parent while remaining independent
in the conduct of their business. It provides the structure through which performance
objectives of the subsidiaries are set, the means through which the set objectives are
achieved and how performance monitoring is conducted.

Monthly Subsidiaries strategic business activities and operating environment are
discussed at the Executive Committee (EXCO) level where strategic directions are set,
The reports cover the subsidiaries’ financial performance, risk assessment, regulatory
activities among others. To ensure an effective and consistent compliance culture across
all entities, the Group Compliance function oversee compliance risk and promote
training and best practice implementation across the subsidiaries, therefore affirming
the group commitment to a zero tolerance for regulatory breaches.

INFORMATION TO SHAREHOLDERS

Royal Exchange Plc is committed to continually disclose all material information in a
timely and transparent manner to its shareholders. To ensure the shareholders’ are
adequately informed and their interest protected, the company has an Investors
Relations Unit domiciled in the company secretariat that deals directly with enqguiries
from shareholders and ensures that shareholders’ views are escalated to Management
and the Board.
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Going Concern
Information relating to the company going concerns are periodically released to the

investing public on quarterly, half-yearly and annual basis in widely read national
newspapers.

Annual General Meeting

In compliance with statutory and regulatory requirements, the Annual General Meeting
of the company are annually held to provide the shareholders of the company or their
proxies with opportunity to have direct access with the senior and executive
Management. This creates a forum for detail deliberation and decisions taking on issues
affecting the company. The Annual General Meetings are attended by representatives of
regulators such as the Security and Exchange Commission (SEC), The Nigerian Stock
Exchange, Corporate Affairs Commission as well as representatives of Shareholders’
Association,

Cross Shareholding

The company has no interest in any other company exceeding 5% of the voting rights of
that other company, neither does any other company have an interest exceeding 5% of
their voting rights in Royal Exchange Plc.

Communication Policy

The company ensures that communication and information dissemination regarding the
company’s operations to stakeholders and the general public is timely, accurate and
continuous. Such information is available on the company’s  website,
http://www.royalexchangeplc.com.

Whistle Blowing Procedures

Royal Exchange is committed to the highest standards of ethical, moral and legal
business conduct. In line with this commitment and Royal Exchange’s philosophy of
open dialogue and communications, the company has established a whistle blowing
procedure that ensures and provides an avenue for employees to raise concerns and be
assured that they will be protected from reprisals or victimization for whistle blowing.
This whistle blower policy is intended to provide protection for any whistle blower that
raises concerns in good faith regarding Royal Exchange Pic, relating to:

Incorrect or inappropriate financial reporting;

A violation of a law or regulation;

Possible fraud and corruption;

Activities which otherwise amount to serious improper conduct;

Health & safety risks including risks to the public as well as other staff;

The Company Secretary

The Company Secretariat provides reference and support for all Directors. It also
consults regularly with Directors to ensure that they receive required information
promptly. The Company Secretary is also responsible for assisting the Board and
Management in the implementation of the Code of Corporate Governance, coordinating
the orientation and training of new Directors and the continuous education of Non-
Executive Directors.
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Complaints Management
Royal Exchange views complaints as a feedback mechanism for business improvement
and customer retention strategy, this may be in form of; any expression of dissatisfaction,
resentment or grievances whether justified or not made by a person or corporate body
about any aspect of Royal Exchange operation, services, personnel, policies, shares or
dividends. We are committed to resolving customer’s complaints whenever they arise.
Our complaints and feedback structure ensures prompt resolution of customers’
complaints. There is a dedicated Complaints Unit apart from our 24/7 Contact Center
responsible for receiving, escalating, ensuring prompt investigation and resolution of
customers’ complaints within the specified service level agreement (SLA).

Anti-Money laundering and combating the Financing of Terrorism (AML/CFT)
framework

Royal Exchange is committed to ensuring that its products and services are not used for
Money Laundering and Financing of Terrorism and Proliferation of Weapons of Mass
Destruction; and that its processes and procedures are in compliance with all applicable
Laws and regulations on Money Laundering. To this end, there is an annual awareness
and sensitization training on AML/CFT for Royal Exchange Board members, Management
and staff across the nation on money laundering techniques and how to combat it. There
is also in place continuous compliance risk assessments and profiling of all our products
and customers for effective combating of AML/CFT violations with an enshrined due
diligence in place for all our business activities.

/=

Sheila Ezeuko

Company Secretary

Lagos, Nigeria.
FRC/2013/NBA/00000004059
20 June, 2019
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

For the preparation and approval of the Consolidated and Separate Financial
statements

The Directors of Royal Exchange Plc accept responsibility for the preparation of the
Consolidated and Separate Financial Statements that gives a true and fair view of the financial
position of the Group and company as at 31 December 2018 and the result of its operation,
cash flows and changes in equity for the year ended, in compliance with International Financial
Reporting Standards ("IFRS") and in manner required by the Companies and allied Matters Act
of Nigeria and Financial Reporting Council Act of Nigeria. The responsibilities include ensuring
that the Group:

(a) keeps proper accounting records that disclose, with reasonable accuracy, the financial
position of the Group and comply with the requirements of the Companies and Allied
Matters Act;

(b) establishes adequate internal controls to safeguard its assets and to prevent and detect
fraud and other irregularities;

(c) prepares its financial statements using suitable accounting policies supported by
reasonable and prudent judgements and estimates, which are all consistently applied.

The Directors accept responsibility for the financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with;

- International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board (IASB);

- the requirements of the Companies and Allied Matters Act; and
- Financial Reporting Council Act of Nigeria

The Directors further accept responsibility for the maintenance of accou nting records that may
be relied upon in the preparation of financial statements, as well as adequate systems of
internal financial control.

Nothing has come to the attention of the directors to indicate that the company will not remain
a going concern for at least twelve months from the date of this statement.

SIGNED ON BEHALF OF THE BOARD OF DIRECTORS:

Uil
B =4 i T )

{
Kenneth Odogwu Chief U. Okpa-Obaji
Chairman Non-Executive Director
FRC/2013/NBA/00000004195 FRC/2014/MULTI/00000010359
20 June, 2019 20 June, 2019
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REPORT OF THE AUDIT COMMITTEE

In compliance with Section 359 (6) of the Companies and Allied Matters Act Cap C20 Laws of the Federat
of Nigeria 2004, (“The Act”) we, the Members of the Audit Committee have reviewed and considered
consolidated and separate financial statements of the Company for the year ended 31 December, 2018 :
the reports thereon and confirm as follows:

d.

The accounting and reporting policies of the company and Group are in accordance with legal
requirements and agreed ethical practices.

The scope and planning of both the external and internal audits for the year ended 31 December,
2018 were satisfactory and reinforce the Group's internal control systems.

We have reviewed the findings on management letters, in conjunction with the external auditors a
are satisfied with the response of management thereon.

The company’s systems of accounting and internal controls were adequate

After due considerations, the committee accepted the report of the auditors that the finan:
statements were in accordance with ethical practice and International Financial Reporting Stand
(IFRS). The Committee therefore recommends that the financial statements for the year ended
December 2018 and the Auditors' report thereon be presented for adoption by the shareholders at
Annual General Meeting.

Dated This 20 June, 2019

'-"“"—'#“:::;j-u‘u j— ki‘ .

Alhaja A.S Kudaisi
Chairman, Audit Committee

Members

Alhaja A.S. Kudaisi Chairman

Mr. T. Olawuyi Member (Shareholders' representative)
Mr. B. Akinsolu Member (Shareholders' representative)
Chief U, Okpa- Obaji Member

Alhaji R. M. Gwarzo, OON Member

Mr. A. A, Ojora Member
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INDEPENDENT AUDITOR’'S REPORT
To the Shareholders of Royal Exchange Plc.
Report on the Audit of the Consolidated and Separate financial statements

Opinion

We have audited the accompanying financial statements of Royal Exchange Plc (“the
Company”} and its subsidiary companies (together “the Group”), which comprise the
consolidated and separate statements of financial position as at 31 December 2018, and the
consolidated and separate statements of profit or loss and other comprehensive income, the
consolidated and separate statements of changes In equity, and the consolidated and separate
statements of cash flows for the year ended, and a summary of significant accounting policies
and other explanatory notes.

In our opinion, the consolidated and separate financial staterments give a true and fair view of
the conselidated and separate financial position of Royal Exchange Plc as at 31 December, 2018
and the financial performance and cash flows for the year ended in accordance with the
International Financial Reporting Standards, the Companies and Allied Matters Act Cap C20 LFN
2004, the insurance Act CAP I17 LFN 2004 and the Financial Reporting Council of Nigeria Act,
2011,

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Group
in accordance with the Institute of Chartered Accountants of Nigeria (ICAN) Professional Code
of Cenduct and Guide for Accountants and other independence requiréments applicable to.
perferming audits of financial statements in Nigeria. We have fulfilled our other ethical
responsibilities in accordance with the ICAN Code and in accordance with other ethical
requirements applicable to performing audits in Nigeria. The ICAN Code Is consistent with the
International Ethics Standards Board for Accountants Code of Fthics for Professional

Accountants (Parts A and B), We believe that the audit evidence we have obtained is sufficient

and apprepriate to provide a basis for our opinion.

Key Audit Matter

Key audit matter are those matters that, In our professional judgment, were of most
significance in our audit of the financial statements of the current year, 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 de not provide a separate opinion on these matters.
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Key Audit Matter -

IFRS 9-“finandal instruments” which became
effective 1 January 2018, infroduces a new
forward-looking impairment model, requiring
companies to provide for expected credit
losses (ECLs) on Financial Instruments. It also
includes new requirements and guidance on
the classification and measurement of
financial assets,

In estimating the expected credit losses
(ECLs) on financial assets, management
makes use of significant assumptions and
judgement in determining the impairment
loss. Some of the key assumptions usec are :

- Assessment of significant increase In credit
risk.

- calculation of lifetime probabilities of default
(PD) as well as lifetime expected credit loss
{ECL)

- Loss given default {(LGD);

Forward looking Iinfermation macro-
economic factors -(e.g. unemployment rates,
inflation rate.

-

Because of the significance of these estimates
and judgements, the audit of the impairment
is considered & key audit matter:

Our audit procedures to assess the adequacy
of the expected credit loss impairment in line
with IFRS 8 included a review of the Group’s
business model to test the design and
operating effectiveness of the key controls
aver the completeness and accuracy of the key
inputs and assumptions into the IFRS ©
impairment madels.

. How the matter was addressed inthe '

audit

With the assistance of cur IFRS Financial
Instrument Specialist, we:

1. Obtained a detailed understanding of the
default definition(s) used in the ECL
alculation,

Tested the underlying calibration data
behind the determination of the prebability
of default; by agreeing same to underlying
supporting documentation.

Tested the disclosures to ensure that the
required disclosures under IFRS 9 together
with the first time adoption disclosures
have been appropriately disclosed.

. Tested the opening balances to gain
assurancé on the transition from JAS 39 to
IFRS 9;

. Challenged the criteria used to allocate
asset to stage 1, 2 or 3 in accordance with
IFRS 9; _

Tested assets in stage 1, 2 and 3 to verify
that they were allocated to the appropriate
stage;

Tested the data used in the ECL calculation
by reconciling to source systems;

Assessed the -adequacy and
appropriateness  of  disclosures  for
compliance with the accounting standards
including disciosure of transition from IAS
39.

Based on our review, we found that the
Group's impairment methodology, including
the model, assumptions and key inputs used
by mamagement to estimate the amount of
loan impalrment losses were comparable with

historical  performance, and prevaiting
econemic sltuations and that the estimated
loan |oss impairment determined was

appropriate in the circumstances.
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Under IFRS 4 the Group is require
Ifability adequacy tests on its insurance contract
liabilities and investment contract liabilities to
ensure the carrying value of the liabilities is
adequate.

As disclosed in note 26 & 27 to the consalidated
financial statements, the
liabilities of the Group amounted to 811,02
billion [2017: Nll 34 hillion]. This represents
about 37.22% of the Group’s total liabilities as
at. 31 December, 2018,

Determination of the fair vaiue of the contracts
is an area that involves exercise of significant
judgements and use of key inputs and
assumptions, Some of these Include cperating
assumptions in relation to wuncertain future
aoutcomes like mortallty, morbidity, lapse and
surrender, etc., and also economic assumptions
relating to interest rates, Inflation rates,
éxpenses, return on investments, discount
rates, future growth rates etc. are the key
inputs used to estimate these long-term
liabilities. '

At the end of each financial year, management
employ the services of an external actuary in
the determination of fits insurance and
investment liability after considering the
accuracy and integrity of data used in the
valuation, Necessary adjustments are made in
the financlal statements to reflect the liabilities
determined by the actuary.

perform

insurance contract

Oour proce ures. mcluded the followmg among
others:

We reviewed the methodology and process
adopted by management for making reserves
in the books of the company.

» Tested entity's control around reserving
process and maintenance of data for
valuation of insurance cantract liabilities.
We considered the validity of
management's liability adequacy testing
which Is a key test performed to check
that the liakilities are adequate in the
confext of expected experience. Our
work on the liabllity adequacy test
includes assessing the reasonableness of
the projected cash flows and challenging
the assumptions adepted in the context
of company and industry experiénce data
and specific product features.

We validated the data used
valuation of the Insurance
investment contracts liabilities.
We invelved Deloitte’s Actuary in ‘the
review of the-assumptions and estimates
used by management and the
assessment of the adequacy of the
insurance liabilities in line with Liability
Adequacy Test ('LAT") based on the
requirement of IFRS 4,

We ensured the appropriateness of the
Jjournals posted, footed and agreed the
figures disclosed in the financial
statements to the figures stated in the
actuarial valuation after therough review
of the basis and assumptions.

in the
and

We found that the assumptions used by
management were comparable with the
market, accord with best practices, the
key input data used in estimating the fair
value of the insurance and investment
tontracts liabilities were appropriate in
the circumstances., We consider the
disclosure of the liabilities to be
adequate, relevant and useful.

21




Deloitte.

Other Infarmation

The directors are responsible for the other information. The other information comprises the
Corporate Governance Report, Directors’ Report and Results at a Glance, and Audit Committee’s
Report, which we obtained prior to the date of this auditor's report. The other information does not
include the consclidated and separate financial statements and our auditor’s report thereon.

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

In connection with our review of the cansolidated and separate financial statements, our

fesponsibi'iity Is to reed the other information and, in doing so, consider whether the other

information is materially inconsistent with the consolidated and separate financial statements or
our knowledge cbtained 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 prior to the
date of this auditor's report, we conclude that there Is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard,

Responsibilities of the directors far the Consolidated and Separate Financial Statements

The Directors are responsible for the preparation and fair presentation of these consolidated and
separate financial statements In accordance with the International Financial Reporting Standards,
the. Companies and Allied Matters Act CAP C20 LFN 2004 and the Insurance Act CAP 117 LFN 2004
and the Financial Reporting Council of Nigeriz Act, 2011, and for such internal control as the
Directors determing is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

1n preparing the consolidated and separate financial statements, the directors are responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters

related to going concern and using the going concern basis of accounting unless the directors either

intend to liquidate the Group and the Company or to cease operations, or have no realistic
alternative but to do so.

Auditor's Responsibilities for the Audit of Consolidated and Separate Financial
Statements

Our objectives are te obtin reasonable assurance about whether the consolidated and separate
financial staterments as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion, Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with 1SAs will always
detect a material misstatement when It exists. Misstatements can arise from fraud or error and are
considered material if, individuzally or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated znd separate
financial statements,
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professionai scepticism throughout the audit, We also:

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but net for the purpose of expressing
an opinion on the effectiveness of the Group and the Company’s internal control.

Evaluate the appropriateness of accounting policles used and the reasonableness of
accounting estimates and related disclosures made by the directors,

Cenclude on the appropriateness of the directors’ use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
relating to events or conditions that may cast significant doubt on the Group and
Company’s-ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are recuired to draw attention in our auditor's report to the related disclosures
In the fingncial statements or, if such disclosures are inadequate; to modify our opinion.
Gur conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditioris may cause the Group to continue as a going
concern.

Evaluate the overall présentation, structure and content of the consolidated and separate
financial statements, including the disclosures, and ‘whether the Group and company'’s
financial statements represent the underlying transactions and events in a2 manner that
achleves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
and separate financial statements, We are responsible for the direction, supervision and
performance of the Group’s audit. We remain sclely responsible for our audit opinion.

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.
deficiencles in internal control that we identify during our audit.

We also provide the Audit Committee and directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably bé thought te bear on our independence,
and where applicable, related safeguards.
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Report on Other Legal and Regulatory Requirements

In accordance with the Sixth Schedule of Companies and Allied Matters Act CAP C20 LFN 2004
we expressly state 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 Group has kept proper books of account, so far as appears from our examination of
those books.

iii)  The Group and 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.

During the year, the Group contravened certain sections of Securities & Exchange
Commission Rules & Regulations (2013), Federal Inland Revenue Services and Central Bank
of Nigeria. This is contained in note 62.

The engagement partner on the audit resulting in the independent auditor's report is Yetunde
Odetayo, FCA.

QoiDr

For: Deloitte & Touche
Chartered Accountants
Lagos, Nigeria

27 August, 2019

Signing Partner: Joshua Ojo
FRC/2013/ICAN/00000000849
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RESULTS AT A GLANCE

31-Dec-18 31-Dec-17 %
In thousands of Naira

Earned income 15,871,371 14,757,388 8
Profit/(loss) before tax 326,871 (682,127) 150
Loss after tax (156,176) (969,643) 85
Share capital 2,572,685 2,572,685 :
Shareholders’ fund 5,099,339 5,578,400 (9)
Loss per share (Naira) (3) (19)

Stock exchange guotation (Naira) 0.22 0.50
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Group Group Company Company
In thousands of Naira Note 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
ASSETS
Cash and cash equivalents 5 15,896,872 12,505,923 344,674 112,363
Loans and advances to customers 6 900,852 1,173,612 - =
Advances under finance lease 7 166,608 203,410 = -
Investment securities:

Measured at Fair Value Through Profit or 8(a) 998,183 3,760,129 24,772 44,747

Loss (FVPL)

Measured at Fair Value Through Profit or 8(b) 2,649,802 1,651,103 - G

Loss (FVOCI)

Amortized Cost 8(c) 512,625 150,541 3,015 -
Investment in subsidiaries 9 - - 10,989,990 10,989,990
Deposit for investment in subsidiaries = - 3,000,000 =
Trade receivables 10 499,382 92,424 - S
Reinsurance assets 11 3,174,674 2,794,485 - =
Deferred acquisition cost 12 261,631 205,829 = =
Other receivables and prepayments 13 815,179 800,430 456,003 210,098
Investment in associates 14 213,295 193,617 - -
Investment properties 15 5,998,300 5,431,181 - =
Property and equipment i7 1,468,405 2,136,567 28,770 91,736
Intangible assets 18 15,020 29,435 = 5,513
Employees retirement benefit asset (Net) 19 283,850 258,135 - =
Statutory deposits 20 555,000 555,000 - -
Deferred tax assets 21 133,275 267,386 - -
Assets classified as held for sale 16 973,639 973,639
Total assets 35,516,592 33,272,846 14,847,224 11,454,447
LIABILITIES
Borrowings 25 8,865,661 1,743,156 8,984,800 1,613,723
Deferred Income 22 144,133 143,798 - =
Trade payables 23 5,583,929 10,159,430 = -
Other liabilities 24 1,870,374 1,608,666 667,778 3,784,039
Depositors' funds 25 1,567,480 1,446,763 = -
Insurance contract Liabilities 26 11,018,012 11,337,881 = -
Investment contract Liabilities 27 302,424 293,555 - -
Current income tax liabilities 28(b) 698,816 608,472 303,576 303,660
Employees benefit liability 19(a) 30,239 38,458 512 1,076
Deferred tax liabilities 21 336,184 314,267 - 5
Total liabilities 30,417,253 27,694,446 9,956,666 5,702,498
EQUITY
Share capital 30 2,572,685 2,572,685 2,572,685 2,572,685
Share premium 31 2,690,936 2,690,936 2,690,936 2,690,936
Contingency reserve 32 2,409,567 2,046,612 - -
Treasury shares 33 (500,000) (500,000) - -
Retained earnings 34 (2,733,019)  (1,967,362) (375,617) 486,445
Other component of equity 35 659,170 735,529 2,554 1,883
Total equity 5,099,339 5,578,400 4,890,558 5,751,949
Total equity & liabilities 35,516,592 33,272,846 14,847,224 11,454,447

The Financial Statements was approved by the board of directors on 20 June, 2018 and signed on its behalf by:

P’

A

>

T

Kenneth Odogwu

Chairman

(FRC/ 2013/NBA/00000004195)

Olawale Banmore
Ag. Group Managing Director
(FRC;2013/(:1!!!/000000030?5)

¥

Olalekan Jayeola

Ag. Chief Financial Officer
(FRC/2012/ICAN/00000000460)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

Group Group Company Company
In thousands of Naira Note  31-Dec-18 31-Dec-17 31-Dec- 31-Dec-
Gross premium written: 14,712,798 12,822,219 - -
Unearned premium 465,334 574,620 o - =
Gross premium income 36(a) 15,178,132 13,396,839 - =
Reinsurance expenses 36(b) (5,992,858) (6,318,782) = -
Net premium income 9,185,274 7,078,057 - -
Fees and commission incorme 37 546,507 523,177 o -
Net underwriting income _ 9,731,781 __ 7,601,234 - =
Insurance claims and benefits incurred 38 (6,025,740) (5,330,864) - -
Insurance claims and benefits incurred - 39 2,867,891 1,903,060 = -
Net claims expenses (3,157,849) (3,427,804) - -
Changes in insurance contract liabilities 535,667 (523,792) - -
Underwriting expenses 40 (3,435,258) (2,596,788) - -
Total underwriting expenses (6,057,440) (6,548,384) - -
Underwritina profit 74 1,052,850 - -
Net Interest Income 41 128,937 1,017,451 (478,069) (282,841)
Investment and other income 42 355,768 56,147 1,444 532
Share of profit/loss on investment in associate 14 20,164 14,471 - &
Net fair value gain or loss on financial assets 43 (179,852) 322,782 (3,033) 15,963
Charge/write-back of impairment allowance 44 (41,173) (377,119) - =
ECL Impairment Allowance 44(a) 8,238 - (4,838) -
Other operating income 45 728,145 323,988 213,155 323,583
Foreign exchange (losses)/ gains 46 (338,488) 2,829 - -
Net Income 4,356,080 2,413,399 (271,341) 57,237
Management expenses 47 (4,029,209) (3,095,526) (567,457) (408,355)
Total expenses _(4,029,209) (3,095,526) (567,457) (408,355)
Profit/(Loss) before tax 326,871 (682,127) (838,798) (351,118)
Minimum tax 28(a) (9,866) (149,633) (6,686) (48,551)
Income taxes 28(a) (473,181) (137,883) - =
Loss after taxation _ (156,176) _ (969,643) (845,484) (399,669)
Other comprehensive income, net of tax
Items that will never be reclassified subsequently
to profit or loss:
Net actuarial (losses)/gains of defined benefit
obligations 19.1(c)iii (3,215) (12,598) 671 =
Tax effects on other comprehensive income = 1,803 r =
Share of returns in associates 14(a) (486) = - =
Items that are or may be reclassified subsequently
to profit or loss:
Changes in fair value of FVOCI investments 27,287 178,702 - -
Total other comprehensive income, net of tax 23,586 167,907 671 -
Total comprehensive income for the year (132,590) (801,736) (844,814) (399,669)
Total comprehensive income attributable to
shareholders
Loss per share - Basic and diluted (kobo) 48 _ (3) (19) (16) (8)
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Consolidated and Separate Statements of Cash flows

For the year ended 31 December 2018
In thousands of Naira

Cash flows from operating activities:
Loss for the year

Add: Minimum tax

Add: Income tax

Profit/(loss) before taxes
Adjustments for:

ECL Impairment Allowance
Charge/(write-back) of impairment allowance
Depreciation on property and equipment
Amortization of intangible assets
Profit/(Loss) on disposal of property and
equipment

Profit/(Loss) on disposal of investment
property

Dividend income on equity investments (AFS
& FVTPL)

Rental income

Interest income

Interest expense on borrowings

Foreign exchange gains/(loss)

Fair value gain/(loss) on FVTPL investment
Fair value gain on investment properties
Share of (profit) of associate

Changes in working capital:

Loans and advances to customers
Advance under finance lease

Trade receivables

Re-insurance asset

Deferred acquisition cost

Other receivables and prepayment
Deferred income

Trade and other payables

Other liabilities

Depositors' funds

Investment contract liabilities

Changes in unearned premium

Changes in provision for outstanding claims
Changes in employee retirement benefits

Income tax paid

Employee benefits paid

Interest expense paid

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property and equipment
Purchase of intangible assets
Proceed from disposal of investment
properties

Proceed from disposal of PPE

Proceed from redemption/disposal of
investment securities

Additional investment in subsidiary
Purchase of investment securities
Deposit for shares

Dividend received

Rent received

Net interest received

Net cash from/(used in) investing
activities

Neote

28(a)

44(a)
a4
: g
18

45

42
45
41
41
46
43
43
14(a)

50(viii)
50(ix)
50(iii)
50(iv)

50(ii)

50(x)
50(vii)

50(vi)
50(i)

28(b)
19(e)(i)

17
18

50(v)
50(v)

50(ii)
50(ii)

Royal Exchange Pic

Annual Report & Financial Statements
31 December 2018

Group Group Company Company
_ 31-Dec-18  31-Dec-17 31-Dec-18 31-Dec-17
(156,176) (969,643) (845,484) (399,669)
9,866 149,633 6,686 48,551
473,181 137,883 - -
326,871 (682,127) (838,798) (351,118)
(8,238) = 4,838 -
41,173 - - =
194,754 218,774 31,778 30,021
8,816 12,310 — -
(4,684) (8,669) - -
= 75,000 - =
(113,123) (119,194) (1,444) (532)
(130,383) (99,373) = -
(836,889) (1,485,704) (15,661) (13,606)
707,952 468,253 493,731 296,447
338,488 (2,829) - =
237,597 (380,222) 3,033 (15,963)
(57,745) 57,440 % -
N (- ) : -
684,425 (1,569,222) (322,523) (54,751)
188,934 (315,472) = 2
105,043 38,224 = -
(643,520) 363,435 -
(380,189) (133,959) - ~
34,198 55,247 . -
(96,348) (410,973) (264,571) 109,869
335 (19,144) - -
(4,575,501) 1,650,524 = =
206,197 132,746 (3,098,191) 2,905,827
120,717 241,362 - -
8,869 (72,271) = =
(465,334) (574,620) - -
905,333 1,754,221 - -
__ (33,780) 30,022 107 __ 255
(3,939,962) 1,170,120  (3,685,179) 2,961,200
(134,323) (94,050) (6,771) —
(3,369) (7,511) = ;
_(709,509) (324,515) (495,251) (326,395)
_(4,787,163) 743,644 (4,187,200) 2,634,805
(66,807) (93,801) (537) (31,564)
= (8,620) - (5,513)
- 143,763 - =
12,769 28,253 - &
5,464,881 4,060,175 54,474 48,931
- - - (2,300,000)
(4,527,884)  (3,478,352) (37,647) (46,268)
(22,472) = (3,000,000) 500,000
118,456 124,813 1,444
130,383 116,258 - -
803,393 910,684 12,628 2,616
_ 1,912,719 1,803,173 (2,969,638) (1,831,798)
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Royal Exchange Plc

Annual Report & Financial Statements
31 December 2018

Cash flows from financing activities:

In thousands of Naira Group Group Company Company
Notes 31-Dec-18  31-Dec-17 ~ 31-Dec-18 31-Dec-17

Repayment of borrowings (3,699,763) (5,623,276) (3,013,231) (5,380,068)

Proceeds from new borrowings 10,285,582 4,492,125 10,384,309 4,549,115

Unclaimed dividend received - 18,072 13,030 18,072 13,030

Net cash flow from/(used in) financing

activities 6,603,881 (1,118,121) 7,389,150 (817,923)

Cash and cash equivalent at beginning of

vear 12,505,923 11,091,425 112,363 127,279

Effect of exchange rate fluctuations on cash (338,488) (14,198) B =

and cash equivalents

Net increase in cash and cash equivalent 3,729,437 1,428,696 232,311 (14,916)

Cash and cash equivalents at end of year 5 15,896,872 12!505!923 344,674 112,363
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Group information and statement of accounting policies

i Reporting Entity

The Company was incorporated as Royal Exchange Assurance (Nigeria) PIc, a private
limited liability Company on 29 December 1969. It was converted to a public limited
Company on 15 July 1989 and then listed on the Nigerian Stock Exchange on 3
December 1990. On 28 July 2008, the Company changed its name to Royal Exchange
Plc and transferred its life and general insurance businesses to newly incorporated
Subsidiaries, Royal Exchange General Insurance Company Limited and Roval Exchange
Prudential Life Plc respectively.

The Group currently comprises Royal Exchange Plc (Parent Entity), Royal Exchange
General Insurance Company Limited, Royal Exchange Prudential Life Plc, Royal
Exchange Finance Company Limited, Royal Exchange Micro-Finance Bank Limited and
Royal Exchange Healthcare Limited. In November 2016, the Royal Exchange Takaful
Insurance Company Limited was incorporated with an authorized share capital of 8200
million. The Company is yet to begin operations as it is yet to obtain the necessary
approval from NAICOM.

The principal activities of the Group are general and health insurance, life assurance,
asset management, credit financing and microfinance banking.

The financial statements of the Group are as at and for the year ended 31 December,
2018.

The registered office address of the Group is New Africa House, 31, Marina, Lagos,
Nigeria.

2 Basis of preparation

(a) The Group currently comprises Royal Exchange Plc (Parent Entity), Royal Exchange
General Insurance Company Limited, Royal Exchange Prudential Life Pic, Royal
Exchange Finance Company Limited, Royal Exchange Micro-Finance Bank Limited and
Royal Exchange Healthcare Limited. In November 2016, the Royal Exchange Takaful
Insurance Company Limited was incorporated with an authorized share capital of 8200
million. The Company is yet to begin operations as it is yet to obtain the necessary
approval from NAICOM.

These consolidated and separate financial statements for the year ended 31 December
2018 have been prepared in accordance with, and comply with the International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards
Board (IASB). The financial statements comply with the Companies and Allied Matters
Act of Nigeria, the Financial Reporting Council of Nigeria Act 2011, the Insurance Act of
Nigeria and National Insurance Commission of Nigeria ("NAICOM") circulars.

The consolidated and separate financial statements include the statement of financial
position, statement of profit or loss and other comprehensive income, the statement of
cash flows, the statement of cha nges in equity and the notes to the account.

(b) Functional and presentation currency
The consolidated financial statement is presented in Naira, which is the Group's
functional currency. Financial information presented in Naira has been rounded to the
nearest thousands except where otherwise indicated.

(c) Basis of measurement
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These consolidated and separate financial statements have been prepared on historical
cost basis except for the following items:

(i) Carried at fair value:

e financial instruments at fair value through profit or loss (FVTPL);

e financial instruments at fair value through other comprehensive income(FVTOCI);
¢ investment properties;

¢ plan assets for defined benefits obligations

(ii) Carried at amortised cost
* loans and receivables;
¢ held to collect financial instruments;
» financial liabilities at amortised cost;

(iii) Carried at a different measurement basis
* Retirement benefit obligations are measured in terms of the projected unit credit
method;
» Insurance contract liabilities are measured using a gross premium valuation approach
for individual and group life risk business while discounted cash flows approach are
used for measuring annuity and the risk reserve for individual deposit based
businesses.

(d) Reporting period
The financial statements have been prepared for a 12 month period.

(e) Use of estimates and judgment

In preparing these consolidated and separate financial statements in conformity with
the International Financial Reporting Standard (IFRS) which requires the use of certain
critical accounting estimates, management has made judgements, estimates and
assumptions that affect the application of the Group’s accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
estimates are recognised prospectively.

Information about significant areas of estimation uncertainties and critical judgements
in applying accounting policies that have the most significant effect on the amounts
recognised in the financial statements are disclosed in Note 4.

(f) Changes in accounting policies and disclosures
The accounting policies adopted in the preparation of the Group's financial statements
are consistent with those followed in the preparation of the financial statements for the
year ended 31 December 2018, except for changes/amendments highlighted below:

(1) IFRS 9 Financial Instruments
The Group has adopted IFRS 9 as issued by the IASB in July 2014 with a date of
transition of 1 January 2018, which resulted in changes in accounting policies and
adjustments to the amounts previously recognised in the financial statements. The
Group did not early adopt IFRS 9 in previous periods.

35



Royal Exchange PIc

Annual Report & Financial Statements
31 December 2018
As permitted by the transitional provisions of IFRS 9, the Group elected not to restate
comparative figures. Any adjustments to the carrying amounts of financial assets and
liabilities at the date of transition were recognised in the opening retained earnings and
other reserves of the current period. Consequently, for notes disclosures, the
amendments to IFRS 7 disclosures have also only been applied to the current period.
The comparative period notes disclosures repeat those disclosures made in the prior
year,

The adoption of IFRS 9 has resulted in changes in our accounting policies for
recognition, classification and measurement of financial assets and financial liabilities
and impairment of financial assets. IFRS 9 also significantly amends other standards
dealing with financial instruments such as IFRS 7 ‘Financial Instruments: Disclosures',
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IAS 39 IFRS 9
Ref as at 31 Dec, asat1Jan,
Note 2017 2018
#'000 N'000
a Cash and cash equivalents A
Balance as at 31 Dec, 2017 (IAS 39) 12,505,923 12,505,923
Remeasurement on Transition to IFRS 9 - -
Impairment (ECL Model) - (14,389)
Balance as at 1 Jan, 2018 (IFRS 9) 12,505,923 12,491,534
b Loans and advances to customers
Balance as at 31 Dec, 2017 (IAS 39) 1,173,612 1,173,612
Remeasurement on Transition to IFRS 9 - (97,792)
Impairment (ECL Model) - 3,415
Balance as at 1 Jan, 2018 (IFRS 9) 1,173,612 1,079,235
Financial assets:
¢ Available for sale (AFS) B
Balance as at 31 Dec, 2017 (IAS 39) 1,651,103 =
Reclassified to FVOCI (1,651,103) -
Balance as at 1 Jan, 2018 (IFRS 9) S >
B
d Fair value through profit or loss (FVTPL)
Balance as at 31 Dec, 2017 (IAS 39) 3,760,129 1,216,484
Reclassified to FVOCI (2,143,668) "
Reclassified ta Amortised (399,977) »
Remeasurement on Transition to IFRS 9 e -
Impairment (ECL Model) = =
Balance as at 1 Jan, 2018 (IFRS 9) 1,216,484 1,216,484
e Fair value through other comprehensive income (FVOCI)
Balance as at 31 Dec, 2017 (IAS 39) r <
Reclassified from FVTPL E 2,143,668
Reclassified from AFS - 1,651,103
Impairment (ECL Model) = (5,674)
Balance as at 1 Jan, 2018 (IFRS 9) - 3,789,097
f Amortised cost (AC) A
Balance as at 31 Dec, 2017 (IAS 39) - o
Reclassified from Loans and Receivables = 150,541
Reclassified from FVTPL - 399,977
Remeasurement on Transition to IFRS 9 g 4
Impairment (ECL Model) = (14,400)
Balance as at 1 Jan, 2018 (IFRS 9) - 536,118
g Loans and Receivables A
Balance as at 31 Dec, 2017 (IAS 39) 150,541 -
Reclassified to Amortised Cost (150,541) =

Balance as at 1 Jan, 2018 (IFRS 9)
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IAS 39 IFRS 9
Ref as at 31 Dec, asat 1 Jan,
Note 2017 2018
. M'000 N'000
h Trade receivables A
Balance as at 31 Dec, 2017 (IAS 39) 92,424 92,424
Remeasurement on Transition to IFRS 9 = 161,638
Impairment (ECL Model) = (130,080)
Balance as at 1 Jan, 2018 (IFRS 9) 92,424 123,982
i Other receivables & prepayments A
Balance as at 31 Dec, 2017 (IAS 39) 800,430 800,430
Remeasurement on Transition to IFRS © - (148,061)
Impairment (ECL Model) - % -
Balance as at 1 Jan, 2018 (IFRS 9) 800,430 652,369
j FVOCI Reserve B
Balance as at 31 Dec, 2017 (IAS 39) = -
Reclassified from Other component of equity = i
Impairment (ECL Model) -FVYOCI - (5,674)
Balance as at 1 Jan, 2018 (IFRS 9) - (5,674)
j Other component of equity B
Balance as at 31 Dec, 2017 (IAS 39) 735,529 735,529
Reclassified to FVOCI = 7,494
Remeasurement on Transition to IFRS 9 m (97,792)
Impairment (ECL Model) o - (5,674)
Balance as at 1 Jan, 2018 (IFRS 9) 735,529 639,557
J Retained earnings B
Balance as at 31 Dec, 2017 (IAS 39) (1,867,362) (1,967,362)
Reclassified from FVOCI - (7,494)
Impairment (ECL Model) -Cash & cash equivalents = (14,389)
Impairment (ECL Model) - Loans and advances to customers 3,415
Impairment (ECL Model) -Amortised cost = (14,400)
Impairment (ECL Model) -Trade receivables - 31,558
Impairment (ECL Model) -Other receivables and prepayments - (148,061)
Balance as at 1 Jan, 2018 (IFRS 9) (1,967,362) (2,116,732)
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IAS 39 IFRS 9
Ref asat 31 Dec, asat1Jan,
Note 2017 2018
#N'000 N'000
a Cash and cash equivalents
Balance as at 31 Dec, 2017 (IAS 39) 112,363 112,363
Remeasurement on Transition to IFRS 9 = =
Impairment (ECL Model) = (799)
Balance as at 1 Jan, 2018 (IFRS 9) 112,363 111,564
Financial assets:
d Fair value through profit or loss (FVTPL)
Balance as at 31 Dec, 2017 (IAS 39) 44,747 27,798
Reclassified to Amortised (16,949) -
Remeasurement on Transition to IFRS 9 ~ -
Impairment (ECL Model) B - =
Balance as at 1 Jan, 2018 {IFRS 9) 27,798 27,798
€ Amortised cost (AC)
Balance as at 31 Dec, 2017 (IAS 39) = 16,949
Reclassified from FVTPL - -
Remeasurament on Transition to IFRS 9 - =
Impairment (ECL Model) - (20)
Balance as at 1 Jan, 2018 (IFRS 9) - 16,929
d Other Receivables and Prepayment
Balance as at 31 Dec, 2017 (IAS 39) 210,098 210,098
Remeasurement on Transition to IFRS 9 - {
Impairment (ECL Model) - = (15,759)
Balance as at 1 Jan, 2018 (IFRS 9) 210,098 194,339
e Retained earnings
Balance as at 31 Dec, 2017 (IAS 39) 486,445 486,445
Impairment (ECL Model) -Cash & cash
aequivalents = (799)
Impairment (ECL Model) -Amortised cost - (20)
Impairment (ECL Model) -Other receivables and
prepayments ) = (15,759)
Balance as at 1 Jan, 2018 (IFRS 9) 486,445 469,867
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Standards, amendments and interpretations effective during the reporting period
A number of new standards and amendments to standards are effective for annual periods beginning after 1
January 2018 and have been applied in preparing these financial statements.

IFRS 15 Revenue from contracts with customers

This standard replaces IAS 11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Layalty
Programmes, IFRIC 15 Agreements for the Construction of Real Estate, IFRIC 18 Transfer of Assets from
Customers and SIC-31 Revenue-Barter of Transactions involving Advertising Services.

The standard contains a single model that applies to contracts with customers and two approaches to
recognising revenue at a point in time or over time. The model features a contract-based five-step analysis
of transactions to determine whether, how much and when revenue is recognised.

This new standard will have a significant impact on the Group, since the significant portion of the Group's
revenue is recorded using IFRS 4, Insurance contracts. Furthermore, investment income is recognised under
the scope of IFRS 9, Financial instruments.

IFRE 9 Financial Instruments

On 24 July 2014, the IASB issued the final IFRS 9 Financial Instruments Standard, which replaces earlier
versions of IFRS 9 and completes the IASB's project to replace IAS 39 Financial Instruments: Recognition
and Measurement.

This standard have a significant impact on the Group, which will include changes in the measurement bases
of the Group's financial assets to amortised cost, fair value through other comprehensive income or fair
value through profit or loss. Even though these measurement categories are similar to IAS 39, the criteria
for classification into these categories are significantly different. In addition, the IFRS 9 impairment model
has been changed from an "incurred loss™ model from IAS 39 to an "expected credit loss" model which is
expected to increase the provision of bad debts recognised in the Group.

The standard is effective for annual periods beginning on or after 1 January 2018 with retrospective
application, early adoption is permitted. The Group adopted the amendments for the year ending 31
December 2018.

Based on preliminary assessment of the Group, the new accounting policies are expected to have significant
impact on the financial statements,

Standards, amendments and interpretations issued but not yet effective

A number of new standards and amendments to standards are effective for annual periods beginning after 1
January 2019 and have not been applied in preparing these financial statements. The Group does not plan to
adopt these standards early.

IFRS 16 Leases
IFRS 16 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.
The standard sets out the principles for the recognition, measurement, presentation and disclosure of leases
for both parties to a contract, i.e. the customer ('lessee') and the supplier (*lessor’). IFRS 16 eliminates the
classification of leases as operating leases or finance leases as required by IAS 17 and introduces a single
lessee accounting model. Applying that model, a lessee is required to recognise:

a. assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is

of low value; and
b. depreciation of lease assets separately from interest on lease liabilities in the profit or loss.

For the lessor, IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to account for
those two types of leases differently.

The Group is yet to carry out an assessment to determine the impact that the initial application of IFRS 16
could have on its business; however, the Group will adopt the standard for the year ending 31 December
2019.

IFRS 17 Insurance Contracts
The new Standard establishes the principles for the recognition, measurement, presentation and disclosure
of insurance contracts and supersedes IFRS 4 Insurance Contracts.

The Standard outlines a General Model, which is modified for insurance contracts with direct participation
features, described as the Variable Fee Approach. The General Model is simplified if certain criteria are met
by measuring the liability for remaining coverage using the Premium Allocation Approach.

The General Model will use current assumptions to estimate the amount, timing and uncertainty of future

cash flows and it will explicitly measure the cost of that uncertainty, it takes into account market interest
rates and the impact of policyholders' options and guarantees.
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The implementation of the Standard is likely to bring significant changes to an entity’s processes and

systems, and will require much greater cotlordination between many functions of the business, including
finance, actuarial and IT.

The Standard is effective for annual reporting periods beginning on or after 1 January 2021, with early
application permitted. It is applied retrospectively unless impracticable, in which case the modified
retrospective approach or the fair value approach is applied.

IFRS 10 Consolidated Financial Statements and IAS 28 (amendments) Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

The amendments to IFRS 10 and IAS 28 deal with situations where there is a sale or contribution of assets
between an investor and its associate or joint venture. Specifically, the amendments state that gains or
losses resulting from the loss of control of a subsidiary that does not contain a business in a transaction with
an associate or a joint venture that is accounted for using the equity method, are recognised in the parent’s
profit or loss only to the extent of the unrelated investors’ interests in that associate or joint venture.

Similarly, gains and losses resulting from the remeasurement of investments retained in any former
subsidiary (that has become an associate or a joint venture that is accounted for using the equity method)

to fair value are recognised in the former parent’s profit or loss only to the extent of the unrelated investors’
interests in the new associate or joint venture.

Tne effective date of the amendments has yet to be set by the IASB; however, earlier application of the
amendments is permitted.

The amendment is nat expected to have any significant impact on the Group’s consolidated financial
statements.

IFRIC 23 Uncertainty over Income Tax Treatments
IFRIC 23 sets out how to determine the acceunting tax position when there is uncertainty over income tax
treatments. The Interpretation requires an entity to:

« determine whether uncertain tax positions are assessed separately or as a group; and
e assess whether it is probable that a tax authority will accept an uncertain tax treatment used, or
proposed to be used, by an entity in its income tax filings:

- If yes, the entity should determine its accounting tax position consistently with the tax treatment used or
planned to be used in its income tax filings.

— If no, the entity should reflect the effect of uncertainty in determining its accounting tax position.

The Interpretation is effective for annual periods beginning on or after 1 January 2019. Early adoption is
permitted.

Amendments to IAS 28 Long&term Interests in Associates and Joint Ventures

The amendment clarifies that IFRS 9, including its impairment requirements, applies to long-term interests.
Furthermore, in applying IFRS 9 to long-term interests, an entity does not take into account adjustments to
their carrying amount required by IAS 28 (i.e., adjustments to the carrying amount of long-term interests
arising from the allocation of losses of the investee or assessment of impairment in accordance with IAS 28).

The amenaments apply retrospectively to annual reporting periods beginning on or after 1 January 2019.
The amendment is not expected to have any significant impact on the Group.

Amendments to IAS 19 Employee Benefits Plan Amendment, Curtailment or Settlement

The amendments clarify that the past service cost (or of the gain or loss on settlement) is calculated by
measuring the defined benefit liability (asset) using updated assumptions and comparing benefits offered
and plan assets before and after the plan amendment (or curtailment or settlement) but ignoring the effect
of the asset ceiling (that may arise when the defined benefit plan is in a surplus position). IAS 19 is now
clear that the change in the effect of the asset ceiling that may result from the plan amendment (or
curtailment or settlement) is determined in a second step and is recognised in the normal manner in other
comprehensive income.

The paragraphs that relate to measuring the current service cost and the net interest on the net defined
benefit liability (asset) have also been amended. An entity will now be required to use the updated
assumptions from this remeasurement to determine current service cost and net interest for the remainder
of the reporting period after the change to the plan. In the case of the net interest, the amendments make it
clear that for the period post plan amendment, the net interest is calculated by multiplying the net defined
benefit liability (asset) as remeasured under IAS 19.99 with the discount rate used in the remeasurement
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(also taking into account the effect of contributions and benefit payments on the net defined benefit liability
(asset)).

The amendments are applied prospectively. They apply only to plan amendments, curtailments or
settlements that occur on or after the beginning of the annual period in which the amendments to 1AS 19
are first applied,

The amendments to 1AS 19 must be applied to annual periods beginning on or after 1 January 2019, but
early adoption is permitted.

Summary of Significant Accounting Policies

Except for the changes explained in Note 2(f) above, the Group consistently applied the following accounting
policies to the periods presented in the financial statements

Basis of consolidation
Business Combination

The Group applies IFRS 3 Business Combinations in accounting for business combinations. Business
combinations are accounted for using the acquisition method as at the acquisition date, which is the date on
which control is transferred to the Group. The consideration transferred in the acquisition is generally
measured at fair value, as are the identifiable net assets acquired. Any goodwill that arises is tested annually
for impairment. Any gain on bargain purchase is recognised in profit or loss immediately.

The Group measures goodwill at the acquisition date as the total of:

- the fair value of the consideration transferred, which is generally measured at fair value; plus

- the recognized amount of any non-controlling interests in the acquiree; plus if the business combination is
achieved in stages, the fair value of the existing equity interest in the acquiree; less

-the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed.

Subsequent to initial recognition, goodwill is measured at cost less accumulated impairment losses. The
consideration transferred does not include amounts related to the settlement of pre-existing relationships.
Such amounts are generally recognised in profit or loss.

Transactions costs related to the acquisition, other than those associated with the issue of debt or equity
securities, that the Group incurs in connection with a business combination are expensed as incurred.

Any contingent consideration payable is measured at fair value at the acquisition date, If the contingent
consideration is classified as equity, then it is not re-measured and settlement is accounted for within equity.
Otherwise, subsequent changes in the fair value of the contingent consideration are recognised in profit or
loss,

When share-based payment awards (replacement awards) are required to be exchanged for awards
held by the acquiree’s employees(acquiree’s awards) and relate to past services , then all or a portion of
the amount of the acquirer’s replacement awards is included in measuring the consideration transferred in
the business combination. This determination is based on the market-based value of the replacement awards
compared with the market-based value of the acquiree's awards and the extent to which the replacement
awards relate to pre-combination service.

Non-controliling interest

Non-contrelling interest are measured at their proportionate share of the acquiree's identifiable net assets at
the acquisition date. Changes in the Group's interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions.

Subsidiaries

Subsidiaries are investees controlled by the Group. The Group controls an investee if it is exposed to, or has
rights to, variable returns from its involvement with investee and has the ability to affect those returns
through its power over the investee. The Group financial statements incorporates the assets, liabilities and
results of; Royal Exchange General Insurance Company Limited, Royal Exchange Prudential Life Pic, Royal
Exchange Microfinance Bank, Royal Exchange Healthcare Limited and Royal Exchange Finance Company
Limited. The financial statements of subsidiaries are included in the consolidated financial statements from
the date that control commences until the date that control ceases.

Associates

Associates are those entities in which the Group has significant influence, but not control or joint control,
over the financial and operating policies.

Investments in associates are accounted for using the equity method of accounting, They are initially
recognised at cost, which includes transaction costs.

Subsequent to initial recognition, the Group's share of its associates’ post-acquisition profits or losses is
recognised in the consolidated profit or loss; its share of post-acquisition movements is recognised in other
comprenhensive income. The cumulative post-acquisition movements are adjusted against the carrying
amount of the investment. When the Group's share of losses in an associate equals or exceeds its interest in
the associate, including any other unsecured receivables, the Group does not recognise further losses,
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unless it has incurred obligations or made payments on behalf of the associate.

Intra-group gains on transactions between the Group and its associates are eliminated to the extent of the
Group's interest in the associates. Intra-group losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. For preparation of consolidated financial statements,
equal accounting policies for similar transactions and other events in similar circumstances are used. Dilution
gains and losses in associates are recognised in the consolidated profit or loss.

(v) Loss of control
When the Group loses control over a subsidiary, the Group derecognizes the assets and liabilities of the
subsidiary, any non-contrelling interests and the other components of equity related to the subsidiary. Any
interest retained in the former subsidiary is measured at fair value when control is lost.

(vi) Transaction eliminated on consolidation
Intra-group balances and transactions, and any unrealized income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealized gains arising from
transactions with equity-accounted investees are eliminated against the investment to the extent of the
Group’s interest in the investee. Unrealized losses are eliminated in the same way as unrealized gains, but
only to the extent that there is no evidence of impairment.

(b) Foreign currency transactions
Transactions in foreign currencies are translated into the functional currency of the Group at the exchange
rates at the dates of the transactions.

The group consolidated and separate financial statements are presented in Nigerian Naira which is the
functional and presentation currency of Royal Exchange Plc.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translztion of monetary assets and liabilities denominated In foreign currencies at year-end exchange rates,
are recognised in profit or loss. Non-monetary assets and liabilities denominated in foreign currencies that
are measured at historical cost are translated using the exchange rate at the transaction date and those
measured at fair value are translated at the exchange rate at the date that the fair value was measured.

Exchange rate differences on non-monetary items such as property and equipment, prepayment, intangible
assets are accounted for based on the classification of the underlying items.

However, foreign currency differences arising from the translation of the following items are recognised in
OCI:

e financial assets -equity investments (except on impairment, in which case foreign currency differences
that have been recognised in OCI are reclassified to profit or loss).

« financial assets —debt securities investments, in which case foreign currency differences on the fair value
difference are recognised in OCI.

(c) Cash and Cash Equivalents
Cash comprises cash in hand and demand deposits. Cash equivalents are short-term highly liquid
investments that are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in their fair value. Cash equivalents comprise investments with original maturities of three months
or less and used by the Group to manage its short - term commitments.

Subsequent to initial recognition, cash and cash equivalents are carried at amortised cost in the statement of
financial position. For the purpose of the statement of cash flows, cash and cash equivalents are net of
outstanding overdrafts.

Interest income on cash and cash equivalents is recorded in net interest income in profit or loss.
(d) Financial Instruments

(i) Measurement methods
Amortised cost and effective interest rate
The amortised cost is the amount at which the financial asset or financial liability is measured at initial
recognition minus the principal repayments, plus or minus the cumulative amortisation using the effective
interest method of any difference between that initial amount and the maturity amount and, for financial
assets, adjusted for any loss allowance.

The effective Interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expectea life of the financial asset or financial liability to the gross carrying amount of a financial
asset (i.e. its amortised cost before any impairment allowance) or to the amortised cost of a financial
liability. The calculation does not consider expected credit losses, but includes transaction costs, premiums
or discounts and fees and peints paid or received that are integral to the effective interest rate, such as
origination fees.
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When the Company revises the estimates of future cash flows, the carrying amount of the respective
financial assets or financial liability is adjusted to reflect the new estimate discounted using the original
effective interest rate. Any changes are recognised in profit or loss.

Interest income
Interest income is calculated by applying the effective interest rate to the gross carrying amount of financial
assets except for financial assets that are not originated credit impaired but have subsequently become

credit-impaired (or stage 3), for which interest revenue is calculated by applying the interest rate to their
amortised cost (i.e. net of expected credit loss provision).

Initial recognition and measurement

Financial assets and financial liabilities are recognised when the entity becomes a party to the contractual
provisions of the instrument. Purchases and sales of financial assets are recognised on the trade date, the
date on which the Company commits to purchase or sell the asset.

At initial recognition, the Company measures a financial asset or financial liability at its fair value plus or
minus transaction costs that are incremental and directly attributable to the acquisition or issue of the
financial asset or financial liability, such as fees and commissions. Transaction costs of financial assets and
financial liabilities carried at fair value through profit or loss are expensed in profit or loss. Immediately after
initial recognition, an expected credit loss allowance (ECL) is recognised for financial assets measured at
amortised cost and investments in debt instruments measured at FVOCI which results in an accounting loss
being recognised in profit or loss when an asset is newly originated.

When the fair value of financial assets and liabilities differs from the transaction price on initial recognition,
the entity recognises the difference as follows:

(a) When the fair value is evidenced by a quoted price in an active market for an identical asset or liability
(i.e. 2 Level 1 input) or based on a valuation technique that uses only data from observable markets, the
difference is recognised as a gain or loss.

(b)  In all other cases, the difference is deferred and the timing of recognition of deferred day one profit or
loss is determined individually, It is either amortised over the life of the instrument, deferred until the
instrument's fair value can be determined using market observable inputs, or realised through settlement.

(ii) Financial assets
(i) Classification and subsequent measurement
From 1 January 2018, the Group has applied IFRS 9 and classifies its financial assets in the following
measurement categories:
- Fair value through profit or loss (FVPL);
- Fair value through other comprehensive income (FVOCI); or
- Amortised cost.

The classification requirements for debt and equity instruments are described below:

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the issuer's
perspective.

Classification and subseguent measurement of debt instruments depend on:

(i) the company's business model for managing the asset; and
(ii) the cash flow characteristics of the asset (SPPI).

i) Business model: The business model reflects how the company manages the assets in order to generate
cash flows, i.e. whether the company's objective is solely to collect the contractual cash flows from the
assers, or to collect both the contractual cash flows and cash flows arising from the sale of assets. If neither
of these is applicable (e.g. financial assets are heid for trading purposes), then the financial assets are
classified as part of the "residual" business model and measured at FVTPL. Factors considered by the
company in determining the business model for a Company of assets include past experience on how the
cash flows for these assets were collected, how the asset's performance is evaluated and reported to key
management personnel, how risks are assessed and managed and how managers are compensated.

iii) SPPI: Where the business model is to hold assets to collect contractual cash flows or to collect
contractual cash flows and sell, the company assesses whether the financial instruments' cash flows
represent Solely Payments of Principal and Interest (the "SPPI test"). In making this assessment, the
company considers whether the contractual cash flows are consistent with a basic lending arrangement, i.e.
interest includes only consideration for the time value of money, credit risk, other basic lending risks and a
profit margin that is consistent with & basic lending arrangement. Where the contractual terms introduce
exposure to risk or velatility that are inconsistent with a basic lending arrangement, the related financial
asset is classified and measured at fair value through profit or loss.

Based on these factors, the Group classifies its debt instruments into one of the following three
measurement categories:
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i) Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest ('SPPI'), and that are not designated at FVPL, are
measured at amortised cost. The carrying amount of these assets is adjusted by any expected credit loss
allowance recognised and measured as described in note 3(d)(i). Interest income from these financial assets
is included in 'Net interest income' using the effective interest rate method.

ii) Fair vaiue through other comprehensive income (FVOCI): Financial assets that are held for
collection of contractual cash flows and for selling the assets, where the assets' cash flows represent solely
payments of principal and interest, and that are not designated at FVPL, are measured at fair value through
other comprehensive income (FVOCI). Movements in the carrying amount are taken through OCI, except for
the recognition of impairment gains or losses, interest revenue and foreign exchange gains and losses on the
instrument's amortised cost which are recognised in profit or loss. When the financial asset is derecognised,
the cumulative gain or loss previously recognised in OCI is reclassified from equity to profit or loss and
recognised in Net Investment income'. Interest income from these financial assets is included in 'Net interest
income’ using the effective interest rate method.

iii) Fair value through profit or loss: Assets that do not meet the criteria for amortised cost or FVOCI are
measured at fair value through profit or loss, A gain or loss on a debt investment that is subsequently
measured at fair value through profit or loss and is not part of a hedging relationship is recognised in profit
or loss and presented In the profit or loss statement within 'Net fair value gain/(loss) on assets' in the period
in which it arises, unless it arises from debt instruments that were designated at fair value or which are not
held for trading, in which case they are presented separately in 'Investment and other income’. Interest
income from these financial assets is included in 'Net interest income' using the effective interest rate
method.

The Group reclassifies debt investments when and only when its business model for managing those assets
changes. The reclassification takes place from the start of the first reporting period following the change.
Such changes are expected to be very infrequent and none occurred during the period.

Equity instruments

Equity instruments are Instruments that meet the definition of equity from the issuer's perspective, that is,
instruments that do not contain a contractual obligation to pay and that evidence a residual interest in the
issuer's net assets. Equity instruments held by the Company include basic ordinary shares of other entities.

The Company subsequently measures all equity investments at fair value through profit or loss, except
where the company's management has elected, at initial recognition, to irrevecably designate an equity
investment at fair value through other comprehensive income. The Company's policy Is to designate equity
investments as FVOCI when those investments are not quoted in an active market and where those
investments are held for purposes other than to generate investment returns. When this election is used, fair
value gains and losses are recognised in other comprehensive income and are not subsequently reclassified
to profit or loss, including on disposal. Impairment losses (and reversal of impairment losses) are not
reported separately from other changes in fair value. Dividends, when representing a return on such
investments, continue to be recognised in profit or loss as other income when the company’s right to receive
payments is established.

Gains and losses on equity investments at FVPL are included in the 'Net fair value gain/(loss) on assets' line
in the statement of profit or loss.

ii) Impairment

The Company assesses on a forward-looking basis the expected credit losses ('ECL') associated with its
financial assets carried at amortised cost. The Company recognises a loss allowance for such assets at each
reporting date. The measurement of ECL reflects:

- An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;

- The time value of money; and

- Reasonable and supportable information that is available without undue cost or effort at the reporting date
about past events, current conditions and forecasts of future economic conditions.

(e) Impairment of other non-financial assets

At the end of each reporting period, the Group reviews the carrying amounts of its non-financial assets (
other than deferred tax assets and investment property) to determine whether there is any indication of
impairment. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of impairment loss (if any). When it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the
asset belongs. When a reasonable and consistent basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assats with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an indication that the asset may be impaired.
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Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognized immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognized for the asset (or cash-generating unit) in prior years. A reversal of an
impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation
Increase.

(f) Reinsurance Assets
The Group cedes reinsurance in the normal course of business in order to limit its net loss potential for
losses arising from certain exposures. The cost of reinsurance related to long-term contracts is accounted for
over the life of the underlying reinsured policies, using assumptions consistent with those used to
account for these policies. However, reinsurance arrangements do not relieve the Group from its direct
obligations to its policyholders.

Reinsurance assets include balances due from various reinsurance companies for ceded insurance contracts.
Amounts recoverable from reinsurers are estimated in a manner consistent with the underlying reinsurance
contract.

Reinsurance assets are assessed for impairment at each reporting date. If there is reliable objective
evidence that a reinsurance asset is impaired as a result of an event that occurred after initial recognition of
the reinsurance asset, that the Group may not receive all amounts due to it under the terms of the contract
and the event has a reliably measurable impact on the amounts that the Group will receive from the
reinsurer.

The Group gathers the objective evidence that a reinsurance asset is impaired using the same process
adopted for financial assets held at amortised cost. The impairment loss is calculated and recognised
following the same method used for financial assets.

The Group has the right to set off reinsurance payables against amounts due from reinsurers and co-
assurers in line with the agreed arrangement between both parties.

(g) Deferred acquisition costs
The incremental costs directly attributable to the acquisition of new business which had not expired at the
reporting date, are deferred by recognizing an asset. For non-life insurance contracts, acquisition costs
include both incremental acquisition costs and other indirect costs of acquiring and processing new
businesses.

Deferred acquisition costs are amortised in the income statement systematically over the life of the contracts
at each reporting date.

(h) Other Receivables and Prepayments
Other receivables balances include dividend receivable, inter-group balances, accrued rental income and
security holding trust account.

Prepayment are essentially prepaid rents and staff upfront payments. Other receivables are carried at
amortised cost less accumulated impairment losses.

(i) Investment Properties
Investment properties are properties held for long-term rental vields or for capital appreciation (including
property under construction for such purposes) or for both purposes, but not for sale in the ordinary course
of business.
Recognition and measurement

Recognition of investment properties takes place only when it is probable that the future economic benefits
that are asscciated with the investment property will flow to the entity and the cost can be measured
reliably.

Investment properties are measured initially at cost, including all transaction costs.

Subsequent to initial recognition, investment properties are measured at fair value, which reflects market
conditions at the reporting date. Gains or losses arising from changes in the fair value of investment
properties are included in the statement of profit or loss in the period in which they arise. Fair values are
evaluated and assessed annually by a Financial Reporting Council's accredited external valuer.

De-recognition
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An investment property is derecognized upon disposal or when the investment property is permanently
withdrawn from use and no future economic benefits are expected from the disposal. Any gain or loss
arising on de-recognition of the property (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is recognized in the income statement in the period of de-recognition.

Transfers

Transfers are made to or from investment property only when there is a change in use. For a transfer from
investment property to owner occupied property, the deemed cost for subsequent accounting is the fair
value at the date of change. If owner-occupied property becomes an investment property, the Group
accounts for such property in accordance with the policy stated under property and equipment up to the
date of change. Subsequently, the property is re-measured to fair value and reclassified as investment
property.

(i) Property, Plant and Equipment
Recognition and measurement
All property, plant and equipment used by the Group is stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. If significant parts of a property, plant and equipment have
different useful lives, then they are accounted for as separate items (major components) of property and
equipment,

Subseguent costs

Subsequent expenditures are recognized in the carrying amount of the asset or as a separate asset as
appropriate if it is probable that the future economic benefits embodied within the part will flow to the Group
and its cost can be reliably measured. The costs of the day-to-day servicing of property and equipment are
recognized in the statement of profit or loss as incurred.

Depreciation

Depreciation is recognized so as to allocate the cost of assets (other than freehold land) less their residual
values over their useful lives, using the straight-line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis. Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets. However, when there is no reasonable certainty
that ownership will be obtained by the end of the lease term, assets are depreciated over the shorter of the
lease term and their useful lives.

The estimated useful lives of property, plant and equipment are as follows:

Buildings 50 years
Furniture and fittings 5 years
Motor vehicles - New 4 years
- Salvage 3 years
Computer equipment 4 years
Generators 7 years

De-recagnition

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognized in the statement of profit or loss of the
year that the asset is de-recognized.

(k) Intangible Assets

Software expenditure

An internally-generated intangible asset arising from the Group’s software development is recognized if and
only if all of the following conditions are met:

* The technical feasibility of completing the intangible asset so that it will be available for use or sale;

e The intention to complete the intangible asset and use or sell it;

* The ability to use or sell the intangible asset;

¢ How the intangible asset will generate probable future economic benefits:

¢ The availability of adequate technical, financial and other resources to complete the development and to
use or sell the intangible asset; and

s The ability to measure reliably the expenditure attributable to the intangible asset during its
development.

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no
internally-generated intangible asset can be recognized, development expenditure is recognized in profit or
loss in the period in which it is incurred.
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Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortization and accumulated impairment losses on the same basis as intangible assets that
are acquired separately.

Acquired computer software

Acquired computer software licences are capitalised on the basis of the cost incurred to acquire and bring to
use the specific software. Computer software is stated at cost less amortization and impairment losses.
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the
specific asset to which it relates. Cost associated with maintaining computer software programmes are
recognised as an expense as incurred.

Amortization

Computer software costs, whether developed or acquired, are amortized for a period of five years using the
straight line method.

Intangible assets which are not available for use are tested for impairment annually. Amortisation methods,
useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

An intangible asset shall be derecognized by the Group on disposal; or when no future economic benefit are
expected from its use or disposal. Any gain or loss arising on de-recognition of the assets (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in profit or
loss in the period the asset is recognised.

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the statement
of profit or loss except to the extent that it relates to items recognized in other comprehensive income or
directly in equity. In this case, the tax is also recognized in other comprehensive income or directly in
equity, respectively.

Current income taxes

The Company is subject to the Companies Income Tax Act (CITA). Total amount of tax payable under CITA
is determined based on the higher of two components namely income tax (based on taxable income (or loss)
for the year; and Minimum tax (determined based on the sum of the highest of 0.25% of revenue of
N500,000, 0.5% of gross profit, 0.25% of paid up share capital and 0.5% of net assets and 0.125% of
revenue in excess of #500,000). Taxes based on taxable profit for the period are treated as current income
tax in line with IAS 12; whereas taxes which is based on gross amounts is outside the scope of IAS 12 and
therefore are not treated as current income tax.

Where the minimum tax is higher than the Company Income Tax (CIT), a hybrid tax situation exits. In this
situation, the CIT Is recognized in the income tax expense line in the profit or loss and the excess amount is
presented above income tax line as minimum tax.

The Group Income tax expense and payable is the sum of the individual tax expense and payable under the
various tax laws governing each of the subsidiaries of the Group and the Company.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit
as reported in the Group's statement of profit or loss because of items of income or expense that are taxable
or deductible in other years and items that are never taxable or deductible. The Group's liability for current
tax is calculated using tax rates that have been enacted by the end of the reporting period.

The current taxes include: Group Income Tax at 30% of taxable profit; Education Tax at 2% of
assessable profit; Capital Gain Tax at 10% of chargeable gains; and Information Technology Development
levy at 1% of accounting profit.

Deferred tax
Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in
the Group's financial statements and the corresponding tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which those deductible temporary differences can
be utilized. Such deferred tax assets and liabilities are not recognized if the temporary difference
arises from goodwill (arising in a business combination) or from the Initial recognition (other than in
a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit. The carrying amount of deferred tax assets is reviewed at the end of each
reporting peried and reduced to the extent that it is no longer probable that sufficient taxable profits will be
avallable to allow all or part of the asset to be recovered.
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Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent that it
has become probable that future taxable profits will be available against which they can be used.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in
which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted

For the purposes of measuring deferred tax liabilities and deferred tax assets for properties held for sale that
are measured using the fair value model, the carrying amount of such properties are presumed to be
recovered entirely through the sale unless the presumption is rebutted. The presumption is rebutted when
the investment property is depreciable and is held within a business model whose objective is to consume
substantially all the economic benefits embodied in the investment property over time, rather than through
sale.

Statutory Deposits
Statutory deposits are cash balances held with the Central Bank of Nigeria (CBN) in compliance with the
Insurance Act, CAP 117, LFN 2004 for the general insurance companies,

The deposits are only available as a last resort to the Group if it goes into liquidation. Statutory deposits are
measured at cost.

Borrowings

Borrowings by way of bank overdrafts that are repayable on demand and form an integral part of
the Group’s cash management are included as a component of cash and cash equivalents for the purpose
of the statement of cash flows. Borrowings have been measured in line with the Group's accounting policy
for financial instruments (see note 3(d))

Borrowing costs comprise interest payable on loans and bank overdrafts. They are charged to profit or loss
as incurred, except those that relate to qualifying assets. Arrangement fees in respect of financing
arrangements are charged to borrowing casts over the life of the related facility.

Deferred income
Deferred income comprises deferred rental income and deferred commission.

Deferred Rental Income relates to rents received in advance. These are amortized and transferred to the
statement of profit or loss over the periods that they relate.

Deferred commission income relates to commissions received on ceded reinsurance businesses but not yet
earned as at reporting date. Deferred commission incomes are amortized systematically over the life of the
contracts at each reporting date,

Provisions and other liabilities

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle the obligation, and a reliable estimate can
be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows estimated to
settle the present obligation, its carrying amount is the present value of those cash flows (when the effect of
the time value of money is material).

Other liabilities

Other liabilities are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest rate method, The fair value of a non-interest bearing liability is its discounted repayment
amount. If the due date is less than one year, discounting is omitted.

(a) Finance and operating lease obligations
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These are the corresponding liabilities on assets acquired under finance lease. Lease payments are
apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance expenses are recognized immediately in profit
or loss, unless they are directly attributable to qualifying assets, in which case they are capitalized in
accordance with the Group's general policy on borrowing costs.

Lease assets - lessee

Assets held by the Group under leases that transfer to the Group substantially all of the risks and rewards of
ownership are classified as finance leases. The leased asset is initially measured at an amount equal to the
lower of its fair value and the present value of the minimum lease payments. Subsequent to initial
recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset.

Assets held under other leases are classified as operating leases.

Lease payments

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term
of the lease, Lease incentives received are recognised as an integral part of the total lease expense, over the
term of the lease.

Lease assets - lessor

If the Group is the lessor in a lease agreement that transfers substantially all of the risks and rewards
incidental to ownership of the asset to the lessee, then the arrangement is classified as a finance lease and a
receivable equal to the net investment in the lease is recognised and presented within loans and advances.

Insurance Contract Liabilities

Classification
IFRS 4 requires contracts written by insurers to be classified as either ‘'insurance contracts' or
‘investment contracts' depending on the level of insurance risk transferred.

Insurance contracts are those contracts were the insurer has accepted significant insurance risk
from another party (the policyholders) by agreeing to compensate the policyholders if a specified uncertain
future event (the insured event) adversely affects the policyholders,

The Group only enters into insurance contracts. Therefore, its insurance contract liabilities represent the
Group's liability to the policy holders. It comprises the unearned premium, unexpired risk, outstanding
claims and the incurred but not reported claims. At the end of each accounting period, this liability is
reflected as determined by the actuarial valuation report.

Unearned premium provision

The provision for unearned premiums represents the proportion of premiums written in the periods up to the
accounting date that relate to the unexpired terms of policies in force at the end of the reporting date. This
is estimated to be earned in subsequent financial periods, computed separately for each insurance contract
using a time apportionment basis.

Reserve for unexpired risk
A provision for additional unexpired risk reserve is recognised for an underwriting year where it is envisaged
that the estimated cost of claims and expenses exceed the unearned premium provision.

Reserve for outstanding claims
Outstanding claims represent the estimated ultimate cost of settling all claims arising from incidents
occurring prior to the end of reporting date, but not settled at that date.

Reserve for incurred but not reported claims (IBNR)
A provision is made for claims incurred but not yet reported as at the end of the financial year. This
provision is based on the liability adequacy test report.

Liability Adequacy Test

At the end of each reporting period, liability adequacy tests are performed to ensure that material and
reasonably foreseeable losses arising from existing contractual obligations are recognised. In performing
these tests, current best estimates of future contractual cash flows, claims handling and administration
expenses, investment income backing such liabilities are considered. Long-term insurance contracts are
measured based on assumptions set out at the inception of the contract. Any deficiency is charged to the
statement of profit or loss by increasing the carrying amount of the related insurance liabilities.

The Liability Adequacy Test (LAT) was carried out by Ernst & Young (FRC/NAS/00000000738).
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Insurance contract with discretionary participating features (DPF)
Some insurance contracts and investment contracts contain a discretionary participating feature (DPF),
which is a contractual right to receive as, a supplement to guaranteed benefits, additional benefits that are:

Likely to be a significant portion of the total contractual benefits;
The amount or timing is contractually at the discretion of the insurer; and
That are contractually based on:

-

. the performance of a specified pool of contracts or a specified type of contract;
ii. realized and or unrealized investment returns on a specified pool of assets held by the issuer; or
iii. the profit or loss of the Company.

Recognition and measurement

Insurance contracts with DPF are classified into two main categories, depending on the duration of risk and
whether or not the terms and conditions are fixed.

(i) Short-term insurance contracts

Short-duration life insurance contracts (Group Life) protect the Group's clients from the consequences of
events (such as death or disability) that would affect the ability of the client or his/her dependants to
maintain their current level of income. These contracts have no maturity or surrender value and the
premiums are recognized as earned premiums proportionally over the period of coverage.

The proportion of premium received on in-force contracts that relates to unexpired risks at the reporting
date is reported as unearned premium liability. Premiums are shown before deductions of commissions and
are gross of any taxes or duties levied on premiums.

Claims expenses are recognized in the statement of profit or loss as incurred based on the estimated liability
for compensation owed to contract holders. They include direct and indirect claims settlement costs that
arise from events that have occurred up to the end of the reporting period even if they have not been
reported to the Group. The Group does not discount it liabilities for unpaid claims. Liabilities for
unpaid/outstanding claims are estimated using the input of assessments for individual cases reported to the
Group and statistical analyses for the claims incurred but not reported.

(ii) Long-term insurance contracts with fixed and guaranteed terms

These contracts insure events associated with human life (for example, death or survival) over a long
duration. Premiums are recognized as revenue when they become payable by the contract holder. Premiums
are shown before deduction of commission. Benefits are recagnized as an expense when they are incurred. A
liability for contractual benefits that are expected to be incurred in the future is recorded when the
premiums are recognized. The liability is actuarially determined based on assumptions such as mortality,
persistency, maintenance expenses and investment income that are established at the time the contract is
issued.

(iii) Annuity

Annuity premium are recognised as income when received from policy holders, and payments to policy
holders are recognised as an expense when due. Annuities are valued by using a discounted cash flow
approach. The reserves are set equal to the present value of future annuity payments plus expenses, with
allowance being made for any guaranteed periods as required by the terms of the contract. Annuities
collected in a year are credited to the Gross Premium written and the portion that extends beyond one year
is taken out via the unearned premium. The assets representing the annuities are invested in near-cash
money market financial instruments with a tenor of 30 days on rolling basis.

The annuity is valued at year end by a professional consultant actuary registered with the Financial
Reporting Council ("FRC"). Also a liability adequacy test is required by law to be performed on annuity fund
to determine its sufficiency in meeting the contractual liabilities. Some of the assumptions being considered
in valuing the annuity fund at the year-end are:

(a) a 10 year guaranteed minimum annuity payment
(b) a valuation interest determined by a long term FGN bond yield
(¢) a maintenance expenses and the mortality rates.

Recognition and Measurement of Insurance Contract

Premium

Gross written premiums for general insurance contracts comprise premiums received in cash as well as
premiums that have been received and confirmed as being held on behalf of the Group by insurance brokers
and duly certified thereto. Gross premiums are stated gross of commissions and taxes payable and stamp
duties that are payable to intermediaries and relevant regulatory bodies respectively.

Unearned premiums represent the proportions of premiums written in the year that relate to the unexpired
risk of policies in force at the reporting date.
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Reinsurance

Premiums, losses and other amounts relating to reinsurance treaties are measured over the period from
inception of a treaty to expiration of the related business, The actual profit or loss on reinsurance business is
therefore not recognized at the inception but as such profit or loss emerges. In particular, any initial
reinsurance commissions are recognized on the same basis as the acquisition costs incurred.

Premiums ceded, claims recovered and commission received are presented in the statement of profit or loss
and statement of financial position separately from the gross amounts.

Amounts recoverable under reinsurance contracts are assessed for impairment at each reporting date. Such
assets are deemed impaired if there is objective evidence, as a result of an event that occurred after its
initial recognition, that the Group may not recover all amounts due under the contract terms and that the
event has a reliably measurable impact on the amounts the Group will receive from the reinsurer.

Claims and policy holders benefit payable
Claims incurred comprise claims and claims handling expenses paid during the financial year and changes in

the provision for outstanding claims, Claims and claims handling expenses are charged to profit or loss as
incurred.

For long term insurance business, benefits are recorded as an expense when they are incurred. Claims
arising on maturing policies are recognized when the claims become due for payment. Death claims are
accounted for on notification. Surrenders are accounted for on payment.

Investment contract liabilities

Investment contracts are those contracts that transfer significant financial risk. Financial risk is the risk of a
possible future change in one or more of a specified interest rate, financial instrument price, commaodity
price, foreign exchange rate, index of price or rates, credit rating or credit index or other variable, provided
in the case of a non-financial variable that the variable is not specific to a party to the contract. The
investment contract comprises of the Royal Policy Product, (RPP), the Royal Insurance Savings Account
(ISA) and the Deposit Administration (DA).

Amounts collected from investment linked contracts with no discretionary participating features are reported
as deposits (i.e. as investment contract liabilities) in the statement of financial position. Interest, usually
agreed with clients, is credited per annum to each account holder and the amount expensed to statement of
profit or loss. Payment of benefits are treated as withdrawal (reduction) from the balance standing in the
credit account of the client.

Employee Benefits liabilities

Short-term benefits

Staff benefits such as wages, salaries, paid annual leave allowance and non-monetary benefits are
recognized as employee benefit expenses. The expenses are accrued when the associated services are
rendered by the employees of the Group.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided.

Defined Contribution Plans

The Group operates a defined contribution plan in accordance with the provisions of the Pension Reform Act
2014. The Group contributes 10% and employees contribute 8% each of the qualifying monthly emoluments
in line with the Pension Reform Act.

The Group’s monthly contribution to the plan is recognized as an expense in profit or loss.

The Group pays contributions to privately administered pension fund administration on a monthly basis. The
Group has no further payment obligation once the contributions have been paid. Prepaid contributions are
recognized as an asset to the extent that a cash refund or reduction in the future payments is available,
Payments to defined contribution retirement benefit plans are recognised as an expense when employees
have rendered service entitling them to the contributions.

Termination Benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or
whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group recognizes
termination benefits when it is demonstrably committed to either: terminating the employment of current
employees according to a detailed formal plan without possibility of withdrawal; or providing termination
benefits as a result of an offer made to encourage voluntary redundancy.

Pension

The Group operated a funded pension scheme for its employees prior to the Pension Reform Act 2004. It
therefore has continuing pension obligation to its staff who retired prior to the commencement of the
contributory pension scheme.

Pensioners are entitled to 3% annual increment. Over 90% of the pension assets are being managed by a
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pension fund administrator while the balance is invested in marketable securities and bank placement.

The calculation of defined benefit obligations is performed annually by a gualified actuary using the projected
unit credit method. When the calculation results in a potential asset for the Group, the recognised asset is
limited to the present value of economic benefits available in the form of any future refunds from the plan or
reductions in future contributions to the plan. To calculate the present value of economic benefits,
consideration is given to any applicable minimum funding requirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses, the return on
plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest), are recognised
immediately in OCI. The Group determines the net interest expense (income) on the net defined benefit
liability (asset) for the period by applying the discount rate used to measure the defined benefit obligation at
the beginning of the annual period to the then-net defined benefit liability (asset), taking into account any
changes in the net defined benefit liability (asset) during the period as a result of contributions and benefit
payments. Net interest expense and other expenses related to defined benefit plans are recognised in profit
or |oss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that
relates to past service or the gain or loss on curtailment is recognised immediately in profit or loss. The
Group recognises gains and losses on the settlement of a defined benefit plan when the settlement occurs.

(u) Other Long term benefits

The Group operates a long service award plan for eligible staff who have rendered continued service to the
organization.

Benefits accrue after a minimum of 10 years and a maximum of 35 years. The main benefits payable on the
scheme are both cash and gift items which vary according to the number of years of service.

The liability is valued annually by a qualified actuary using the projected unit credit method.
Remeasurements of the obligation, which comprise actuarial gains and losses, are recognised immediately in
OCI. The Group determines the net interest expense (income) on the obligation for the period by applying
the discount rate used to measure the obligation at the beginning of the annual period to the liability, taking
into account any changes in the liability during the period as a result of benefit payments. Net interest
expense and other expenses related to obligation are recognised in profit or loss.

(v) Capital and Reserves

(i) Share capital
The equity instruments issued by the Group are classified as equity in accordance with the substance of the
contractual arrangements and the definitions of an equity instrument.

Equity instruments issued by the Group are recognized as the proceeds are received, net of direct issue
costs. Repurchase of the Group's own equity instruments is recognized and deducted directly in equity. No
gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the Group's own
equity instruments.

(ii) Share premium
This represents the excess amount paid by shareholders on the nominal value of the shares. This amount
can be utilized as provided in Section 120(3) of Companies Allied Matters Act. The share premium is
classified as an equity instrument in the statement of financial position.

(iii) Earnings per share
The Group presents basic and diluted EPS data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss that is attributable to ordinary shareholders of the Group
by the weighted average number of ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss that is attributable to ordinary shareholders and the
weighted-average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares.

(iii) Contingency reserve
The Group maintains Contingency reserves for the general business in accordance with the provisions of
S.21 (1) of the Insurance Act 2003.

In compliance with the regulatory requirements in respect of Contingency Reserve for general business, the
Group maintains contingency reserve at the rate equal to the higher of 3% of gross premium or 20% of the
total profit after taxation until the reserve reaches the greater of minimum paid up capital or 50% of net
premium.
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In compliance with the regulatory requirements in respect of Contingency Reserve for Life business, the
Company maintains contingency reserve at the rate equal to the higher of 1% of gross premium or 10% of
the net profit accumulated until it reaches the amount of the minimum paid up capital.

Retained Earnings

The reserve comprises undistributed profit/ (loss) from previous years and the current year. Retained
Earnings is classified as part of equity in the statement of financial position.

Fair value reserves

Fair value reserves represent the cumulative net change in fair value through other comprehensive income
financial assets at the reporting date.

Regulatory risk reserve
The regulatory risk reserves warehouses the difference between the impairment of loans and advances

under the Nigeria GAAP and Central Bank of Nigeria prudential guidelines and the expected credit loss model
used in calculating the impairment balance under IFRS.

Other reserves - employee benefit actuarial surplus
Actuarial (surplus)/deficit on employee benefits represent changes in benefit obligation due to changes in
actuarial valuation assumptions or actual experience differing from experience. The gains/losses for the

year, net of applicable deferred tax asset/liability on employee benefit obligation, are recognized in other
comprehensive income.

Treasury shares

Where the Company or any member of the Group purchases the Company’s share capital, the consideration
paid is deducted from the shareholders’ equity as treasury shares until they are cancelled. Where such
shares are subsequently sold or reissued, any consideration received is included in shareholders’ equity.

Dividends on ordinary shares

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the
Group's shareholders. Dividends for the year that are declared after the end of the reporting period are dealt
with in the subsequent period.

Dividends proposed by the Directors but not yet approved by sharehalders are disclosed in the financial
statements in accordance with the requirements of the Company and Allied Matters Act of Nigeria.

Revenue Recognition
Gross Written Premium

Gross written premiums for non-life (general) insurance comprise premiums received in cash as well as
premiums that have been received and confirmed as being held on behalf of the Group by insurance brokers
and duly certified thereto. Gross written premiums are stated gross of commissions, net of taxes and stamp
duties that are payable to intermediaries and relevant regulatory bodies respectively.

Unearned premiums represent the proportions of premiums written in the year that relate to the unexpired
risk of policies in force at the reporting date.

Deposits collected from investment-linked contracts with non-discretionary participating features are
reported as investment contract liabilities in the statement of financial position.

Outward facultative premiums and reinsurance premiums ceded are accounted for in the same accounting
period as the premiums for the related direct insurance or facultative business assumed.

The earned portion of premiums received is recognized as revenue. Premiums are earned from the date of
attachment of risk, over the indemnity period, based on the pattern of risks underwritten. Qutward
reinsurance premiums are recognized as an expense in accordance with the pattern of indemnity received.

Reinsurance expenses
Reinsurance cost represents outward premium paid/payable to reinsurance companies less the unexpired
portion as at the end of the financial year.

Fees and commission income

Fees and commission income consists primarily of insurance agency and brokerage commission,
reinsurance and profit commissions, policyholder administration fees and other contract fees.
Reinsurance commissions receivable are deferred in the same way as acquisition costs. All other fee and
commission income is recognized as the services are provided.

Interest income
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Interest income is recognized in the income statement as it accrues and is calculated by using the effective
interest rate method. Fees and commissions that are an integral part of the effective yield of the financial
asset or liability are recognized as an adjustment to the effective interest rate of the instrument.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial
liability and of allocating the interest income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of
the financial asset or financial liability. When calculating the effective interest rate, the Group estimates cash
flows considering all contractual terms of the financial instrument (for example, prepayment options) but
does not consider future credit losses. The calculation includes all fees and points paid or received between
parties to the contract that are an integral part of the effective interest rate, transaction costs and all other
premiums or discounts. Where the estimated cash flows on financial assets are subsequently revised, other
than impairment losses, the carrying amount of the financial assets is adjusted to reflect actual and revised
estimated cash flows.

Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.

(v) Investment Income
Investment income consists of dividends, realized gains and losses as well as unrealized gains and losses on
financial instruments.

(vi) Pividend income

Dividend income from investments is recognized when the shareholders’ rights to receive payment have
been established.

(vii) Realized gains and losses and unrealized gains and losses
Realized gains and losses on investments include gains and losses on financial assets and investment
properties. Gains and losses on the sale of investments are calculated as the difference between net sales
proceeds and the original or amortized cost and are recorded on occurrence of the sale transaction.
Unrealized gains or losses represent the difference between the carrying value at the year end and the
carrying value at the previous year end or purchase value during the year, less the reversal of previously
recognized unrealized gains and losses in respect of disposals during the year.

(viii) Other operating income
Other operating income represents income generated from sources other than premium revenue and
investment income. It includes rental income, profit on disposal of fixed assets. Rental income is recognized
on an accrual basis,

(x) Expense Recognition

(i) Insurance claims and benefits incurred
Gross benefits and claims consist of benefits and claims paid / payable to policyholders, which include
changes in the gross valuation of insurance contract liabilities, except for gross change in the unearned
premium provision which are recorded in premium income. It further includes internal and external claims
handling costs that are directly related to the processing and settlement of claims. Amounts receivable in
respect of salvage and subrogation are also considered.

Salvage
Some non-life insurance contracts permit the Group to sell (usually damaged) property acquired in the
process of settling a claim.

Subregation
Subrogation is the right of an insurer to pursue a third party that caused an insurance loss to the insured.
This is done as a means of receiving the amount of the claim paid to the insured for the loss.

(ii) Underwriting expenses
Underwriting expense include acquisition costs and maintenance expense. Acquisition costs comprise direct
and indirect costs associated with the writing of insurance contracts. These include commission expenses
and other technical expenses. Maintenance expenses are expenses incurred in servicing existing policies and
clients. All underwriting expenses are charged to income statement as they accrue or become payable.

(iii) Management expenses
Management expenses are charged to profit or loss when goods are received or services rendered. They are
expenses other than claims, maintenance and underwriting expenses and include employee benefits,
depreciation charges and other operating expenses.

(y) Segment reporting
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Operating segments are identified and reported in consonance with the internal reporting policy of the Group
that are regularly reviewed by the Chief Executive (being the chief operating decision maker) who allocates
resources to the segment and assesses their performance thereof.

The Group's reportable segments, for management purpose, are organized into business units based an the
products and services offered as follows:

* Non-life insurance - (Royal Exchange General Insurance Company Limited);

e Life insurance - (Royal Exchange Prudential Life Assurance Plc);

« Financial services - (Royal Exchange Micro-Finance Bank Limited ¥

¢ Healthcare - (Royal Exchange Healthcare Limited); and

* Asset Management (Royal Exchange Finance Company Limited)

The other segments include corporate shared services and other activities not related to the core business
segment and which are not reportable segments due to their immateriality. Certain expenses such as finance
costs and taxes are also not allocated to particular segments.

The segment reporting is the measure used by the Group’s Chief Executive for the purposes of resource
allocation and assessment of segment performance.

Earnings per share

The Group presents basic and diluted EPS data for its ordinary shares. Basic EPS is calculated by dividing the
profit or loss that is attributable to ordinary shareholders of the Group by the weighted average number of
ordinary shares outstanding during the period.

Diluted EPS is determined by adjusting the profit or loss that is attributable to ordinary shareholders and the
weighted-average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares

Fiduciary activities

The Group acts as trustees and in other fiduciary capacities that results in the holding and placing of assets
on behalf of clients and oversight functions over certain funds. The value of the assets held on behalf of
clients as at reporting date are excluded from the statement of financial position of the Group as they are
not assets of the Group, but are disclosed in the financial statements (see Note 60). The carrying value of
the assets under custody were determined as follows:

- Cash and cash equivalents are carried at amortised cost.
- Loans and receivables and Held-to maturity investments are carried at amortised cost.
- Other Liabilities are measured at amortized cost using the effective interest rate methed.

Fees and commissions earned from providing such services are generally recognised on an accrual basis in
the statement of profit and loss in line with the agreement between the Group and the party for which the
Group holds its assets.

Critical accounting estimates and judgments

In preparing these consolidated financial statements, management has made judgements, estimates and
assumptions that affect the reported amounts of assets and liabilities within the financial year.

Estimates and underlying assumptions are reviewed on an ongoing basis and based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
cireumstances. Revisions to estimates are recognised prospectively.

Judgements
Management applies its judgement to determine whether the indicators set out in Note 3(a)(iv) indicate that
the Group has significant influence over its investment in associates.

According to IAS 28, a 20% or more interest in an investee leads to a rebuttable presumption that the
investor has significant influence over the investee.

The Group holds a direct interest of 26% in CBC EMEA. Management has considered the fact and
circumstances, including the representation of the Company on the board of CBC EMEA and has concluded
that the Group has significant influence over CBC EMEA and the entity is an associate of the Group.

Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the period ending 31 December 2018 is set out below in relation to the impairment of
financial instruments and in the following notes in relation to other areas:

Deferred tax assets
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Recognised deferred tax assets (see note 21) are measured at the tax rates enacted or substantively
enacted at the end of the reporting period and represents those amounts that are probable of realisation
taking into account management's estimates of future taxable profits. In determining estimates of future
taxable profit against which deductible amount can be utilised, management has considered the existence of
taxable temporary differences that will reverse in the same year that deductible amounts will reverse.
Management's estimate of future taxable profits has been determined on the basis of a five year profit
forecast. Management affirms that assumptions underlying the five year forecast is reasonable given the
Group's restructured operations and there are no objective indicators to suggest that the projected earnings
level will not be achieved.

Liabilities arising from insurance contracts

Claims arising from non-life insurance caontracts

Liabilities for unpaid claims are estimated on case by case basis. The liabilities recognised for claims
fluctuate based on the nature and severity of the claim reported. Claims incurred but not reported are
determined using statistical analyses and the Company deems liabilities reported as adequate.

Measurement of the expected credit loss allowance

The measurement of the expected credit loss allowance for financial assets measured at amortised cost
requires the use of complex models and significant assumptions about future economic conditions and credit
behaviour {e.g. the likelihood of customers defaulting and the resulting losses). Explanation of the inputs,
assumptions and estimation techniques used in measuring ECL is further detailed in note 53(c) (a)(ii)(a),
which also sets out key sensitivities of the ECL to changes in these elements.

A number of significant judgements are also required in applying the accounting requirements for measuring
ECL, such as:

Determining criteria for significant increase in credit risk;

Choosing appropriate models and assumptions for the measurement of ECL; and
Establishing the number and relative weightings of forward-looking scenarios for each type of product/
market and the associated ECL.

Determination of fair value of investment property

Management employed the services of estate surveyors and valuers to value its investment properties. The
estimated open market value is deemed to be the fair value based on the assumptions that there will be
willing buyers and sellers, Recent market prices of neighbourhood properties were also considered in

deriving the open market values. Other key assumptions are as disclosed in Note 15 to the financial
statements.

Defined benefit plan

The present value of the employee benefit obligations depends on a number of factors that are determined
in an actuarial basis using a number of assumptions, Any changes in these assumptions will impact the
carrying amount of obligations. The assumptions used in determining the net cost (income) for pensions
include the discount rate.

The Group determines the appropriate discount rate at the end of the reporting period. In determining the
appropriate discount rate, reference is made to the yield on Nigerian Government Bonds that have maturity
dates approximating the terms of the related pension liability. Other key assumptions for pension obligations
are based in part on current market conditions as disclosed in Note 19,

Current income tax

Significant estimates are required in determining the provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due and based on its assessment of the applicable tax regulations. Where
the final tax outcome of these matters is different from the amounts that were Initially recorded, such
differences will impact the income tax and deferred tax provisions in the period in which such determination
is made.

Determination of impairment of property, plant and equipment, and intangible assets excluding
goodwill

Management is required to make judgements concerning the cause, timing and amount of impairment. In
the identification of impairment indicators, management considers the impact of changes in current
competitive conditions, cost of capital, availability of funding, technological obsolescence, discontinuance of
services and other circumstances that could indicate that impairment exists. The Group applies the
impairment assessment to its separate cash generating units. This requires management to make significant
judgements and estimates concerning the existence of impairment indicators, separate cash generating
units, remaining useful lives of assets, projected cash flows and net realisable values. Management’s
judgement is also required when assessing whether a previously recognised impairment loss should be
reversed.

Depreciation, amortisation and the carrying value of property, plant and equipment and
intangible assets
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Cash and cash equivalents

In thousands of Naira Group Group Company Company
- 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Cash 6,448 4,697 100 72
Bank balances 936,427 480,373 14,250 28,624
Short-term deposits (including demand and time 15,045,878 12,020,853 332,963 83,667

ECL impairment allowance on short term

deposits (91,881) - (2,639) -
Cash and cash equivalents (as per statement of

financial position) 15,896,872 12,505,923 344,674 112,363

Short-term deposits are made for varying periods of between one day and three months depending on the
immediate cash requirements of the Group.

The carrying amounts disclosed above reasonably approximate fair value at the reporting date.

The balance represents amount used as integral part of the Group’s cash management,

Loans and advances to customers

In thousands of Naira Group Group Company Company
o 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Term loan 1,169,783 1,356,118 - -
Impairment allowance (see note 6(a) below) (268,931) (182,506) = -
Carrying amount 900,852 1,173,612 - -

The movements in impairment allowance on loans and advances to customers is analysed below;

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31i-Dec-17

As at 1 January 182,506 151,511 = =
Write-off during the year - (2,435) = g
_Impairment allowance recognised during the year 86,425 33,430 o =
As at 31 December 268,931 182,506 = =
Within one year 900,852 986,084 > -
More than one year = 187,528 - =

900,852 1,173,612 = x

Advances under finance lease

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Gross investment in finance lease 189,608 226,410 > -
Impairment allowance (see note 7(a) below) (23,000} (23,000) = -
166,608 203,410 - -

The movements in impairment allowance on advance under finance lease is analysed below;

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

As at 1 January 23,000 23,000 - -
Write back of impairment -

_Impairment allowance recognised during the year ) = =
At 31 December 23,000 23,000 - G

Within one year 12,008 164,552 - -
More than one year 154,600 38,858 - -

166,608 203,410 = =
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8 Investment securities
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Fair value through profit or loss (FVTPL) (see
note 8(b) below) 998,183 3,760,129 24,772 44,747
Fair value through Other Comprehensive
Income (FVOCI) (see note 8(a) below) 2,649,802 1,651,103 -
Amortised cost (see note 8(c) below) 512,625 150,541 3,015 =
Total financial assets 4,160,610 5,561,773 27,787 44,747
Within one year 1,138,736 1,735,491 3,015 #
More than one year 3,021,874 3,826,282 24,772 44,747
4,160,610 5,561,773 27,787 44,747
(a) Fair value through profit or loss (FVTPL)
In thousands of Naira Group Group Company Company
~ 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Federal government bonds o 356,966 = -
Treasury bills - 2,186,699 5 16,949
Listed equities 998,183 1,216,464 24,772 27,798
998,183 3,760,129 24,772 44,747
(b) Fair value through Other Comprehensive Income (FVOCI):
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Listed equities - 93,962 - -
Federal government bonds 346,142 = = &
Treasury bills 809,373 i - =
Unlisted equities at fair value 441,299 594,243 = g
Bonds: Annuity fund 1,058,434 1,141,839 = o
ECL impairment allowance (see note 8(ii)
below) (5,446) (178,941) = -
Changes in Fair Value = = = =
2,649,802 1,651,103 - -

(M

The Group's FVTOCI financial assets includes investment in listed and unlisted equities. Unlisted equities are
carried at cost less impairment allowance as the fair value could not be determined reliably. Listed available
for sale equities are measured at fair value using the quoted prices in active markets and fair value changes
recognised in other comprehensive income. The investments were assessed for impairment as at year end.

(i)  The movements in ECL impairment allowance on listed and unlisted equities classified as FVTOCI is analysed
below;

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

As at 1 January 178,941 171,385 = =
(Write back)/ impairment allowance (173,495) 7,556 = =

At 31 December 5,446 178,941 - -

(c) Amortised cost Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Federal Government Bonds 84,040 = - ~
Treasury bills 263,166 = 3,020 -
Individual loans - 2,781 - -
Staff Personal Loan 478 2,882 - -
Staff mortgage loans 112,480 104,266 = =
Policy holders loan 58,399 39,699 = =
Placement with financial institutions 7,798 6,152 - -

ECL impairment allowance (13,736) (5,239) (5) -
512,625 150,541 3,015 -
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9 Investment in subsidiaries

Group Group Company Company
In thousands of Naira 3i-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Royal Exchange General Insurance Company
Limited - - 6,169,404 6,169,404
Royal Exchange Prudential Life Assurance
Plc. = - 3,865,833 3,865,833
Royal Exchange Finance And Investment
Company Limited = - 777,802 777,802
Royal Exchange Healthcare Company Limited : = 151,669 151,669
Royal Exchange Microfinance Bank Limited - - 106,205 106,205

- - 11,070,913 11,070,913
Allowance for Impairment = - (80,923) (80,923)

10,989,990 10,989,990

(a) Movement in gross investment in subsidiaries

“As at 1 January - 11,070,913 8,770,913
Additions (see note 9(a)(i) below) - _ - - 2,300,000

At 31 December - 11,070,913 11,070,913

1

(i) The subsidiary companies comprise of the following:

_Name of Entity Nature of Business Year End 31-Dec-18 31-Dec-17
% %

Royal Exchange General insurance Company
Limited (See note (i) below) Non-Life Insurance 31-Dec 99.90 99.90
Royal Exchange Prudential Life Plc (See note
(i) below) Life Insurance 31-Dec 99.90 99.90
Royal Exchange Finance Company Limited (See Credit Financing and
note (iii) below) Asset Management 31-Dec 99.90 99,90
Royal Exchange Healthcare Company Limited
(See note (iv) below) Health insurance 31-Dec 29.84 29.84
Royal Exchange Microfinance Bank Limited
(See note (v) below) Microfinance Bank 31-Dec 53.00 53.00

All subsidiaries are incorporated in Nigeria.

Indirect holdings

The Company indirectly owns shares in Royal Exchange Healthcare Company Limited and Royal Exchange
Microfinance Bank through some of its wholly owned subsidiaries as listed below:

Royal Exchange Royal Exchange

Healthcare Microfinance
Holdings Company Limited Bank Limited
% %

Royal Exchange General insurance Company Limited 33.00 14.60
Royal Exchange Prudential Life Assurance Plc 37.16 21.60

_Royal Exchange Finance Company Limited = 10.80 e
70.16 47.00
Direct Holding by the company 29.84 53.00
100.00 100.00
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There are no non-controlling interests in any of the subsidiaries.

This represents the Company's 99.9% (2017: 99.9%) shareholdings in Royal Exchange General Company
Limited, a Nigerian registered company involved in general insurance business.

This represents the Company's 99.9% (2017: 99.9%) shareholdings in Royal Exchange Prudential Life Plc., a
Nigerian registered company involved in life insurance business.

This represents the Company's 99.9% (2017: 99.9%) shareholdings in Royal Exchange Finance and Asset
Management Limited, a Nigerian registered company invelved in the business of finance, financial advisory,
fund management, leasing and investment management. The investment which has been carried at cost was
impaired, based on management judgement, by the sum of N80,9million in 2011,

This represents the Company's 29.84% (2017: 29.84%) shareholdings in Royal Exchange Healthcare Limited,
a Nigerian registered company involved in the business of healthcare insurance service. The balance of 70% is
owned by Royal Exchange General Company Limited and Royal Exchange Prudential Life Assurance Plc., two
fully owned subsidiaries of the Company.

This represents the Company's 53% (2017: 53%) shareholdings in Royal Exchange Microfinance Bank
Limited, a Nigerian registered company involved in the business of microfinance banking.

Deposit for Investment in subsidiaries
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Deposit for Investment in subsidiaries (see note 9.1
() - - 3,000,000 -

During the year, the Company acquired 2billion ordinary shares and 1billion ordinary shares of Royal

Exchange General Insurance Company Limited and Royal Exchange Prudential Life Plc respectively at #1 per
share. The shares are yet to be allocated to Royal Exchange Plc as at 31 December, 2018.
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Royal Exchange Plc

Annual Report & Financial Statements
31 December 2018

10 In thousands of Naira
Trade receivables
Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Due from agents (see note 10(a) below) 199,881 75,016 - &=
Due from co-insurers (see note 10(b) 299,501 17,408 - =
499,382 92,424 - i
Within one year 499,382 92,424 & =
More than one year & = Gt £l
499,382 92,424 - .
The carrying amount is a reasonable approximation of fair value
(a) The analysis of due from agents is as follows:
In thousands of Naira
Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Gross receivable from agents 570,084 621,009 - -
Less: Impairment allowance (see note 10a(i) below) (370,203) (545,993) = -
199,881 75,016 - -
(i)  The movements in impairment allowance on amount due from agents is analysed below;
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 3i-Dec-17
At 1 January 545,993 415,207 - =
Allowance made during the year 156,410 138,066 - =
Write off - (7,280) - -
Write back (7,999) - = =
_Re-measurement (324,201) - - =
At 31 December 370,203 545,993 - -
(b) The analysis of due from co-insurers is as follows:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Reinsurance receivables 653,206 451,263 5 =
Less: Impairment allowance (see note 10(b)(i)
below) (353,705) (433,855) - -
299,501 17,408 - -
() The movements in impairment allowance on reinsurance receivables is analysed below;
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
As at 1 January 433,855 356,634 = -
Allowance made during the year (80,150) 77,221 - -
Reversal during the year = = = =
At 31 December 353,705 433,855 - -
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(a)

(1)

(if)

(iii)

Reinsurance assets
In thousands of Naira

Royal Exchange PIc

Annual Report & Financial Statements
31 December 2018

Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Non-life business reinsurance share of insurance
liabilities (see 11(a) below) 2,709,833 2,212,548 - -
Life business reinsurance share of insurance
liabilities (see 11(b) below) 464,841 581,937 = -
3,174,674 2,794,485 - =
Within one year 3,174,674 2,782,217 = =
More than one year - 12,268 = =
3,174,674 2,794,485 - -
Non-life business reinsurance share of insurance liabilities
In thousands of Naijra Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Prepaid reinsurance premium (see note
(a)(i)) 541,404 642,587 - -
Reinsurance claims recoverable (see
note (a) (ii)) 1,867,130 1,204,292 - -
Reinsurer's share of incurred but not
_reported claims (see note (a) (iii)) 301,299 365,669 - - =
2,709,833 2,212,548 - -
The movement in Prepaid reinsurance premium is shown below;
In thousands of Naira Group Group Company Company
o 31-Dec-18 31-Dec-17 31-Dec-i8 31-Dec-17
At 1 January 642,587 1,217,600 = =
Movement during the year (see note 36) (101,183) (575,013) - -
As at 31 December 541,404 642,587 & =
The movement in reinsurer's share of claims expenses outstanding is shown below:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 1,204,292 643,402 - -
Movement during the year 662,838 560,890 - =
At 31 December 1,867,130 1,204,292 - -
The movement in reinsurer's share of incurred but not reported claim is shown below:
in thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 365,669 328,932 = =
_Movement during the year (64,370) 36,737 - -
At 31 December 301,299 365,669 - -
(iv) Analysis of reinsurance assets by business classes are as follows:;
Group Group Company Company
_In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Fire 1,538,463 1,345,788 - =
Accident 117,209 72,815 - -
Motor 78,635 101,085 = =
Marine and aviation 101,328 126,007 = =
Oil & Gas 727,581 479,595 * -
Engineering 132,452 82,000 = -
Bond 14,165 5,258 - -
2,709,833 2,212,548 - -
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(b) Life business reinsurance share of insurance liabilities
In thousands of Naira Group Group Company Company
= 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Reinsurance asset (actuarial valuation) 174,748 240,140 - =
Reinsurer and facultati
7T TReniaEe BateL 290,093 341,797 3 .
464,841 581,937 - -
(i) Reinsurance assets (actuarial valuation) Group Group  Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Short term insurance contracts 165,821 227,872 ] »
Long term Insurance contracts 8,927 12,268 - -
174,748 240,140 » -
(i)  The movement in life business reinsurance assets is as shown below:
In thousands of Naira Group Group Company Company
_ 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 581,937 470,591 - -
Additions in the year 374,172 453,800 -
Receipts during the year (307,492) (237,844) - ¥
Impairment of reinsurance assets (183,776) (104,610) ~
At 31 December 464,841 581,937 - -
Reinsurance assets are valued after an allowance for their recoverability and the carrying amount is a
reasonable approximation of fair value
12 Deferred acquisition costs
This represents the unexpired portion of the commission paid to brokers and agents as at reporting date,
Group Group Company Company
In thousands of Naira
S 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January
Balance at start of the year 295,829 351,076 = 5
Additions in the year 1,708,152 1,006,468 - =
Amortization in the year (1,742,350) (1,061,715) 2 =
At 31 December 261,631 295,829 - -
Within one year 261,631 295,829 = -
_More than one year = = 5 =
261,631 295,829 - -
13 Other receivables and prepayment Group Group  Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Intercompany receivables (see note 13(a) below) - - 165,819 55,214
Accrued investment income (see note 13(b)
below) 139,244 168,449 = =
Other receivables (see note 13(c) below) 1,374,771 1,292,164 221,776 100,516
Prepayments 286,272 267,595 89,363 56,657
1,800,287 1,728,208 476,958 212,387
Impairment on other receivables (see 13(d))
below (985,108) (927,778) (20,955) (2,289)
815,179 800,430 456,003 210,098
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(a)

(b)

(c)

(d)
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Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 3i-Dec-17
Within one year 815,179 800,430 456,003 210,098
Mare than one year - = = =
815,179 800,430 456,003 210,098
Due from related parties
In thousands of Naira
Royal Exchange Microfinance Bank Limited = = 1,803 -
Royal Exchange Healthcare Limited = = 66,298 55,214
Royal Exchange General Insurance Company - - 78,068 =
Royal Exchange Prudential Life Limited - = 19,650 5
- - 165,819 55,214
Accrued investment income
Group Group Company Company
_In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Investment income 139,244 168,449 - 2
Other receivables
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Inventory ” 3,647 -
Accrued rental income - 12,477 - -
Staff advance and other debtors - 76,801 - -
Management fees receivable - 21,379 4,049 21,379
Withholding tax receivables - 52,147 57,994 =
Income tax receivables - - - 35,700
Trustee fees receivable - 2,267 2,275 2,267
Sundry debtors = 806,052 = =
Deposit for investment 18,713 215,200 - -
Annuity transfer to REFAM = 23,758 = =
Receivable from Funds under management = 2,167 £ =
Sundry receivables 1,009,688 76,269 157,458 41,170
other assets 346,370 = = iy
1,374,771 1,292,164 221,776 100,516
Impairment allowance on other receivables
The movements in impairment allowance on other receivables is analysed below;
Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 927,778 902,857 2,289 2,289
Allowance made during the year 108,788 48,021 18,666 -
Write off - = = -
_Write back (see note 44) (51,458) (23,100) - -
At 31 December 985,108 927,778 20,955 2,289
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14 Investment in associates
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(a) The movement in balances of investment in associates are as shown below:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
As at 1 January 193,617 179,146 - =
Share of current year result recognised in OCI (486) = - -
193,131 179,146 " =
Share of current year result recognised in profit or 20,164 14,471 = B
Share of cumulative unrecognised results - - - -
20,164 14,471 - -
As at 31 December 213,295 193,617 - -
15 Investment Properties
In thousands of Naijra Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 5,431,181 5,419,858
Additions during the year 509,372 143,763 S =
Disposals during the year = = % =
Fair value gains (see note 43) 57,747 (57,440) - “
Derecognised investment properties - (75,000) 3
At 31 December 5,998,300 5,431,181 - -

74



SL

I8T1'TEL’S [ 00E£'866'S
= 0007055 ZL9T-V 9/£600000000/AS3IN/ET0Z/D4 eunpey ‘Aep ojjag diysiatied [ expuig 124
Npowyy 61/81 '(DANN) “asnoy ‘elngy ‘eweyely ‘Juasain
qllel pawyy ‘1ool4 yig ‘o6 s3ins ewnsn g9 8 v9 10|d
00E'zer 00Eeelk LLTT-V ¥E£800000000/ASIIN/ET02/ D04 elnqy ‘ebuejeg 'ssi03S peyes 43njep g 10ASAINS | OUBY 'PEOJ 93140 150d 21
pulyaq ‘ezelq ewijeH ‘zg auns 21B153 52]e1D0SSY qoAe,
EISbE6 90+ 'vE6 8/81-v 0££00000000/AS3IIN/ETOZ/ D44 sobeq “leye "(buim $2]eID0SSY @ 3puBiely nqies | sobeq '[poysp ‘Aemssaidxa
1Yybu) Jooy Y35 ‘Buipjing 1SOJIN IpoysQ ededy ‘ge/og
0S9’cor LPL'ETY CL9T-Y 9£600000000/AS3IN/ETOZ/DH4 eunpey "Aepy ojjag diysiauiied 100 exauig elngy’Tt
npowyy 61/8T “(DANN) '@snoy P4eD Jusdsadd ofieolQ’sz
ql[eL pawyy ‘Jool4 Ui6 ‘D6 33INS
99289 99Z'89 8/8T1-V 0££00000000/AS3IN/ETOZ /DY sobeq ifeye7 "[Bum S2]EI20SSY B SpUDER NgIes sobeq
3Y611) Jooy yis ‘BuIp|ing 1SOJIN ‘pue|s] elI0IIA JUDSAID
SU:X0 Uewelnpqy ‘9z "oN
0¥9'056 0+9°056 8/81-V 0££00000000/AS3IN/ET0Z/ D84 sobeq "ileye {Buim S9JeID0SSY B IPUBBlY NGIES e sobeq
3ybu) 100y 3G ‘Buiping 1SOJIN 1AOXT 250)2 03(3|3°Z "ON
IP6'TLL 6’12/ 8/481-Y 0€/00000000/AS3IN/ET0Z,/593 sobeq "ifeyeT "(Buim S9JeDOSSY B apupjely nqies sobe
3Ybu) Jooy s ‘Bulpiing 1SOJIN ‘1A0x1 "asop 0333 ‘T ON
0487295 0007085 2/9T-Y 9£600000000/AS3IN/ETOZ/ D04 eunpey| "Aep diysiauyied 10 exawig , elngy ewejiep
=g hpewyy 61/8T (DANN) @snoy Jussa.) ewnsn’, “oN
qljel pawyy “Jooy Y36 ‘o6 ajng
00zZ'08¢ 002082 LLTT-Y PEB00000000/ASIIN/ET0C /D44 elnqy "ebuejeg “sa1035 peyes 43N[_A B J0ASAINS | eunpey "Aem ojj2g npewyy
puiyasq ‘eze|d ewiey ‘/g 21ns 9]e1S] S3JRID0SSY HOARA 440 ‘peos DgN ‘gron
00807 008707 LLTT-Y ¥£800000000/ASIIN/ET0E/ D04 elnqy "ebuejeg "sa1035 peues 4enjep g J0ASAing | ouey “Aem omie] wiyelqr
puiyaq ‘eze|d ewjey ‘zg NS | 21R)S] S21LID0SSY YoAe A 4o 'peod jueg ‘z'oN
ediep Jo spuesnoyy ug
£LI-33Q-T€ | 8I-29Q-TE | ou 'bay "SON Ddd 1onjep jo ssaappy d9njeA jo swepn uoljedor
YAS3IIN s@ijadoad juswyssaug

8T0¢ 48qwadeqg Ic
sjuswaie)s (epuedly g Joday [enuuy

3]d @bueyox3 jedoy

*MO[3q UmoUs se psnjea a.e saiiadold JuswiseAul Jo SWaY Byl

(e)



9.

I8TTEr’S (ob¥'L8) (000’s2) £E9.'EPT  6S8'610°S
00E°ZZF 66/°€ - - 106'8Tr oue) "peot @31Jo 350d ‘21
ETS'vb6 - - £9/'eb1 0s/’'o08 sobeq ‘Ipoyso Aemssaudx3 ipoysp ededy ‘ge/9e
- 000’9 (000's¢z) - 000°69 BQY ‘peod esy egT
0S9’s0t 0S9°ST - - 000°06¢ elngy’11 pieD Jusdsal) obeoiQ’sz
£92'¥89 (£¥8'se) - - rit'0zs SODET ‘puBIS RLIOIA'IUBSEID SUSYEO UBWRINPAY ‘97 ON
0r9'0S6 (eev’0g) - - ££0°186 sobe 1Aox[ aso0|2 038|132 "oN
Zre'1sL (o8v'z2) - - eeP'66L sobeq ‘1403 ‘esop 032|3 ‘T oN
0£8'295 1/8'2 - - 666655 elngy ewejiely Juasal) ewnsn’/s ‘oN
0oz‘o8z 008'v - - 0ov¥’'ssz Bunpey ‘Aem o|jag npewlyy 4o ‘peal DEN ‘S oN
008'0TH 0o0z's - - 009’50+ ouey ‘Aem omieL wiyeiqr o ‘peod yueq ‘z-on
ellep Jo spuesnot)) ur
£102 (sso7)/uien siesodsip/i3jSueil SUORIPPY Z10Z sielag Aadoag
dequadaq 1 anjea ey Asenuer 1
je se asuejeg je se asuejeg
ZI0Z 19qQuadeq [£ papus ieaAk ayj 104
00£'866°S VLIS - ELE'60S O8T'IEF'S ]
000"0SS L2970 - £/£7608 124 "elnqy "EWiejiely Jussas) ewnsn g9 ¥ v9 10/4
00E'zew - - 00€'eet oue) ‘peod 8010 150d ‘2T
90+ '¥E6 (¢ot’0T) B - EIS'vH6 sobe ‘Ipoyso Aemssaidx3 ipoyso ededy ‘ge /9
LPL'ETH £60°0T - - 059'cot elnqy’1 T pleD Jusdsal) obecio’sz
992’89 = = = 99¢'+89 sobeq ‘puesy BLIOIDIAJUSSSID) SUDO UBWRINPAY ‘97 "ON
079’056 - - - 0+9'0S6 sobeq 1Aox1 @502 0313'Z oN
T66'144 - - - T6'TLL sobe7 “I1A01 ‘@so)2 32|13 ‘T oN
000°08s DET'/T - - 0/8'295 elngy eweyely Juasal) ewnsn’s ‘oN
0oz‘ose - - - ooz'osz eunpey ‘Aem o|jlag npewyy 4o ‘peol Jgn ‘soN
008°01H - - - 008’01 ouey ‘Aem omiel wiyelqr 4o ‘peod yueq ‘z'oN
EJIEN JO spuesnoyl uy
8102 (sso7)/uien |esodsip/isjsuei]  suonippv 810z sjieyag Aiadoag
19qadag T anjea lieg Asenuer 1

je se asuejeg

je se souejeg

8102 12quiadaq ¢
Sjuswaje)s [ejouelld § 1joday jenuuy

J]d @Bueyosx3 jedoy

BT0C 42quiadag 1 papus Jead ayz 104

HMojRq umoys se ate seiuadold JUBLUISaAUl Ul JUBWSAOK ()



LL

(1aybiy)

19MO| 3JaM $31B4 JUN0ISIQ -
(42ybiy)

4BMO| a19m 3321 uonesjende) -
(42ybiy)

42MO] a1aM S3500 sDuRUIUIRY -
(12ybiy) Jamo)

a1am sajel Adueoea pajewnsy -

(%ST 2102 ‘%S 2T
18107) =31 3UN0ISIg
(%S:4102 '%5°S :8107)
2]ed uopesijeyden)
(UolljWgN- uolIWSN /107
‘U |WYN- uoy|IWHN:8T07)
51500 =duRUAUIR
(%0:£102 ! %S'£1:8102)

‘S@]ed Junodsip pajsnipe
3su Buisn pajunoasip
28 SMO|J ysed pajoadxa ayl

‘S3)ed uoljesijejides pue s3so

2oueuUuUIEW ‘sajel Aduedea
‘aned yimoub |ejual pajpadxa
243 Junodoe ojul Gupjey
‘Ayiadoud ayy woly pajesausb

'2]e1S eunpey|

Peo. Gunsespeolg ayj s1 ssedde Alepuodas
B 3(lym Aem oj|2@ npewyy au3 apia

sI Apadoud ay3 0] ssedoe Atewiig :uonenis

SedjeWl adenbs g1’

Ajgjewxoidde Jo eale pue| |210] B SI3A0D
I 3.y Ajsanejal pue [aA3| sieadde ‘adeys
ur seinbuead S Yoiym ‘a31s ayL NS

(4amoy) Jaybiy sajes Aduesea pajewnsy 29 03 SMOJJ YSed Jau jo eunpey ‘Aem
S43M SMO|J Ysed |equal aunyny - (9%ST /107 anjeA juasaad ay) siapisuod Ojj2g npewyy '2JBIS Bunpey JO DISIP Ssausng
4 (8seaunap) asealnul %ST:810Z) @321 tamolb poylsw uopeniea ayy 4o ‘peod | poz'ngz [e-3uU=32 543 Ul pajedo| mojeBung |e|olawWwWod
PINOM 3n|eA Jie) pajewsa ay| |ejual jeew pajradxy 1SMOJJ Used pajunoasiq D8N ‘s oN B pue 330|g 2010 Au03s 7 e si Ajadosd ayy
(4ayB1y) (%0T TZT0Z %S /1 ‘S=1ed Junods|p pagsnipe '91R]S ouey peod omie] wiyeliql ay3 apia
J8MO| aJam Sajed Junoas|q - I810¢) 2184 Junodsig %S Buisn pajunodsip si AJaadoud ayj 03 ssaoe Asewnld :uocnenyis
(1aybiy) (%S 'P:£T0Z ‘%SG :8102) | 212 smoy yses papadxa ayL
d3MO| adam a3ed uones)jejider - ajel uonesiiende) | “saje. uonesijedes pue s3s09 ‘'Sedlaw auenbs 8g8° 0017 Al@jewnxoidde
(1aybiy) (000'00SN-000"0ZEN SJuUBUSJUIBW ‘S2)RJ AdURDBA 40 eade |230] e sey 31 “Jey AjsAne|ad
49MO] BdeMm S]1500 SoURUBIUIRYY - SAT0Z ‘Uol||iWEN:BTOZ) 2384 ymoub |e3usa papadxe S| pue pauledp [|am pue 249 sieadde ‘adeys
(12yBiy) 4amo| S1S02 2oUBUIIUIEY a3 Junodoe oju| bupiey ur Jeinbasil Apybiis si yoym ‘ais auyp 23S
8lam sajel Adueoea palewisy - (%0:4102 ¢ %0:8107) | ‘Amedoud 941 wouy psjelausb
(dlamo|) Jaybiy sajed Aduesen pajewiysy 2q 0} SMol} ysed 3au jo ouey ‘Aem ‘pooyinoqybiau
913M SMOY ysed |eyuas aumny - (%ST /107 enjeA Juasald au] suspisued | omie) wiyeuqr [BIDIBLUILIOD B S| YdIym ouey Jo 3D1351p
)1 (9seatdsp) aseanur %ST:8102) 2384 yImadlb pPoyiaw uopen|ea ay| 4o 'peodt | 080T S53UISNQ |eJju=d ay3 u| pa3ed0| SI00| £ UM
PInom anjea ujej pajewiisa oy |BJuad Iaew pajpadxg 1SMO[J YseD pajunodsiq Aueg ‘'z oN Buipiing pajsjdwon Any e si Ausdoud 8yl
juswaJinseaw anjen Jiej sanJadoad
Pue sindul sjqeasasqo-un Aay sindu JUSLWISIALI (oo00.N)
usamiaq diysuonejai-iajug Slgeatasqoun jyuesyiubis anbiuyosa) uonenjep J0 uones>on uonenjep uonduassp Apadoug

‘MOJaq pjussa.d sue seadoud Jusugsaaul Jo anjea ey au3 buluiwiRiep uy pasn syndu; sjqeasssqo juedyiubls pue senbjuydel uoileN|EA JO S|IBIBP 2UL

uoneniea ayy ui syndu) ajgeasssqoun jued|
s50] Jo
Pue sufeb anjea Jley syy pue siseq jenuue ue uo pa
40 jep ay3 Je uonpesuesy ybus| s,wie ue ul aay@s Buypm ‘ajgeabpajmou

‘PRAIn20 Asyy  se

oud  w  papiodau

Jiubis Jo asn syy uo paseq anjea Jigy ¢
os|e
wuopiad sue suonenjep

2le  |esodsip  uo

|2A=7 e se pasiuobajes uaa
S85S0|
"S9WWI0) Spiepuels uonenjeA jeUORRUIaIUT 33 Ag panssi spiepuels ypm |duepdodde ul ‘uojenjea
3 B pue saAng Bulim ‘ajqeabpajmous e Usamiaq pabueyoxa aq p|nod s1asse auy YdIym e junole

10 sjyoud

ayL

"SS0|

‘pasn anbiuyo:)

q sey sa;uadord JUIWISBAUL BYY 10 JUBLLIBINSEALW BNjBA dley ayyg

40 jyoud w pauodas  aue S3550]

o4 sjuasalidal pue aduapire JoveLL AQ psyioddns si snjea d1ej ay) "saiuadoud juswilsaaul Jo sadAy @sayy buinjea ul sisijepads Ansnpur sue Asyl ‘8107 dequwisiaqg If 1e se

SIB0SSY 3pUBiR|Y NgIeS B 110 BYPWT ‘SaJeIR0SSY 30

810¢ 12quiadag 1g

Sjuswiale)s [epueul ) 1iodsy jenuuy

old ®bueysx3y jeAoy

A sissap Ag pswuoylad suonenjea uo Psseq paulwialap usaq sey yoiym ‘anjea d1ej Je paje)s sie sanuadodd Juswisaau]
se1adold juswiysaaul jo uonenjea 1iey 1o} pasn senbiuysay uoneniep

(2)



8L

[ - (=ybi)
12MO] BUaMm S2)BJ JUNodSIq -
(1aybiy)

19M0] 219Mm 33ed uopesijeyde) -
(4aybiy) Jamoj

249M sajeld Adueden pajewnsy -
(1amol) 12yby

(%' LT :L10Z

‘05°E 18T07) 2.l junoasiq
(%LE°9T :£10Z ‘%S :8107)
2jed uonesijeyden
(%0:2102 ! %0:8102)
sejel Aduesen pajewisy

21B SMOJJ Used pajoadxa ayl
'sa@]el uonesijended pue s3s02
@2UBURjUIELL ‘s3)ed Aousoea
‘2181 Ymoib jejuss pajpadxe
3yl Junodoe ojul Bupiey
‘Ayiadousd ayy wouy pajeisuab
99 0] SMO|J Uysed jau Jo

sobeq ‘pue|sy
BLIOJ2IA JUBSsaLD

S| Ajladoad auy o3 ssa0o8 Aeuwlg tonenyis |

‘senjew =denbs oz’

Aj@jewixoldde Jo eale puel [e30] e S19A0D
M "3el Ajleaiie|al pue [aas| sieadde 'adeys
ul Jeinbueidad s| yoiym ‘ais ay) :e1Ig

ﬁ

S49M SMOYJ Used [equal auniny - (%S /102 anjea juasald ay] sipisuod U0 '93e31S sobeq Jo eade |ejosewLod
41 (2seasnap) aseauou '%0T:8102) 3181 (Imo.b poyIaLl uoieniea ay) ueweinpqy | 99z +89 2] Ul pa3e20] 51 3] "SI00) OM] U0 adeds
PINGMm anjeA Jjej pajewunss sy 1ejusd Jexuew pajdadxy <5MO|J YSed pajunoasiq ‘gz "oN 22140 ule|d uado jo 3}20|q e s| Apadouid aylL
"Sa}ed JUnodsip pajsnipe
»s1t Buisn pajunoasip ‘IA0X] peod uojjipinog 03 Juye]
(49yBi1y) 34e sMO|} Yyses pajoadxe sy S8LLIED YoIym 128135 uosiaydoeyy ayj apia
13MO| 219M salel JunodsIq - (%2'21 :£T0Z ‘%z /T | "sojeu uonesijejded pue 53503 51 Axadoud a3 01 ssanae Aseluiiyg ‘uojyenjis
(42ybiy) !8102) =181 3UN03sIg aJueujulew ‘sajes Adueden
18MO| alam sa1ed uopesjeyider - (£9'26:£107 95 :81 0z) @18J ymodb [ejuad pajpadxa ‘saujaw alenbs 68/ £9'T AjPrewixoidde
(4aybiy) Jamoj a]jed uojjesijepnden 243 Junodde ojur Bumye; 40 e3le pue| |2103 B S12A00 pue ‘adeys
al3m sajed Aduedea pajewnssy - (o%%0:/107 ! %0:810¢) | ‘A3dadoid sy wolj pajessuab ut Jeinbueldad si ysiym ‘a3is ay) a1
(4amoy) 1aybiy sajel Aduesen pajewnysy 204 03 smolJ Yysed jau jo
249M SMOY ysed |ejuad aaniny - (%S /107 anjea juasald ayy siapisuod soben sobe Jo pnoysnogybiau padojaaap
31 (eseauap) ssealou) '%0T:8T07) 2104 ymolb poylaL uonenjea ay 1hox1 @50 | ov9'056 Aling 1A0XI plo 21 wi pa1edo| si 31 "asnoy
PINOM anjea Jdje) pajewisa oy [2juad Joxew pajoadxg ISMOJ4 YSeD pajunodsiqg 0%213°'Z ‘ON Paydelap woolpaq ¢ e s| Auadold ayy
"S33eJ 3Unoosip pajsnipe ]
jsi Buisn pajunodsip *IAo¥1 peod uoj|ipinog 03 ouern
(12yB1y) 9418 SMOojJ ysed pajoadxa oyl S211BD Yoiym 392415 uosiaydie auy) apia
4ama| aisam sajed Junodsiq - (%Z°2T 12107 ‘o%z 21 'sajed uojjesijepded pue s3soo st Apadoud ayj o3 sseooe Alewg :uongenjis
(4zybiy) :810¢) 23ed Junoasiqg S2UBUIJUIBW ‘Sajed Aduedea
49Mo| a1em saiel uonesijejider - (50°'+6 :£10Z ‘oS 8107) ‘23ed yamolb |ejual paadxs SaljawWw auenbs 9/ 10 T AjRlRWX0Idde
(4ayB1y) Jomoj 2]el uoijesi|eyden 243 Junodoe ojul Buje; 40 BaJe pue| |e103 e S1aA0D pue ‘adeys
alam sajes Aduedea pajewnsy - (%0:2107 ! %0:810Z) | ‘Anadoud aiy woly pajesausb Ul Jejnbuead si ypIyMm ‘a31s sy 2= 1
(1amoy) Jayby sajed Aouedea pajewnysy 24 03 SMOJ4 Ysed 1au Jo
SI3M SMO[J Used [ejusds auniny - %5 2102 anjeA juasald ayj siapisuod sobeq 'sobe Jo pooysnoqubrau padojanap
41 (sseanap) ssealou '9%07:8T0Z) =184 YIMO.IB poyisw uoizeniea ayj "1Ao31 ‘asop | THE'TLL AlINg 1A0YT pJO BY1 Ul pa3B30] SI 31 ‘asnoy
PINom an|eaA iej pajewisa ayl |Bjuad 123 ew pajoadxg 1SMOJ4 ySes psjunoasiq 04213 'T oN Payoe3iap woodpaq # e s Apadoud ey
‘elnqy ewejien
(%071 102 ul Aem Liebeys nysys sejndod ay3 woly
(43ybiy) ‘o407 18T0Z) 2184 junoosiqg ‘58384 Junodsip pajsnipe 1004 S33{B] J|25) U2IYyM 99135 BUBD) LU0 J00.
429/M0| alam sa3ed Junoosiq - (%S°€:2T07 ‘%S '8707) sl Buisn psjunossip SI! S93BY U2IYm JUS0S31) LeWwSn U3 BpIa
(43ybiy) el uopesieyden 8l sMoy sed papadxs ay) sI Apadoud a3 03 sseooe Alewiyg ‘uonemis
48M0| aiam les uones|jeyder - (wooul jenuue | *sajes uojjesi|ejides pue s1s0d
(4ayBiy) 40 90T £T0Z ‘2wooul SdUeujuiew ‘saed Asuedea ‘Sansw suenbs 09 g1’ Aj@jewixoldde
JaMO| alam 51500 P3uBLIUIRY - [enuue JO 9%0T1:8T0T) ‘@1ed (Imolb jejuaa pajdadxa 40 Bale pue| |E10] B Sey T ‘3deq SU)3
(Haybiy) 1amoj S)S03 2DUeUIIUIRY 9Y] Junodoe ojul bupe] spiemo] Apuab padoys s pue wuay sieadde
3i3m sajed Aduesea pajewnsy - (%S:/T0Z © %G:810¢) | ‘Anadosd ayy wouy pajessush 'adeys u; Jeinbueioad si ayis sy ey
(4amoy) saybiy sajed Asuesen pajewnsy 2Q 01 smo|y ysed 3au Jo
SJ49M SMO|4 ysed (ejuad ainjny - (%0Z-%ST /102 ‘04ST anjea jussaud a3 sispisuod | elngy eLueyely ‘elnqy ul pooysnequbiau jeruapisal
141 (9se3103p) aseanu - %O0T:8702) @184 yamoih pouaLl uolenjea sy Jua0sa1) | 000’08S AJisuap mo| moiq ybiy e ui payedo| xaidnp
PINOM 2n|eA Jiej pajewss ol 12jual 33xJew pajsadxy 1SMO[4 YseD pajunodsiq ewnsn’/ ‘o payaejsp woolpaqg g e s Apadoud mE.L

8I0¢ Jeqwsldsq [£

Sjusla)els Jepueury g 110day jenuuy

Old sbueyoxg |ehoy




6L

(s@seasdap) sasealoul
J233W alenbs tad 2o1d ayj -

"ouey| ‘peoy ueg pue peEOY 32110 150d 2piA
sI Ajadoud sy) 0] ssadoe Alewilld (UOPEMIS

‘saiaw alenbs

88°'879°¢ Ajpjewixoidde jo eale pugj |210)
2 SI3A0D ][ IRl A|SAle[ad pue |9al)] sieadde
‘adeys ui aenbuesy sy ysiym 'au1s sy ss

‘pooysnoqybiau |BlJawWLIoD
B S| UpIYMm “Ajjedpdiungy ouey 3pUISIg

:Ji (eseaunap) asealoul oue) ‘peod | goE'TEY ssaulsng |edjua) 243 Ul paje0| SJ00)) 7 UM
PINOM S3njen Jiej pajewsa ayl 1313w saenbs Jad a21d uosiiedwo) sajes | 01YO 1504 ‘7T Buipjing payajdwod Ajjny e s1 Apadoud ayy
‘Ajadold Jdejiwis e Bupdals "23e1S sobeT 38e431s uosuemMeT UBjy |
403500 343 40 3yl| J1WoU0I3 pue Aem ssaidx3 ededy 1poyso aiy) 2pia
Injasn s1j Jano Ausdoud ayy s1 Apadoud sy 03 ssaooe Adewid uonemis
‘(sasealnap) wioly a|qeAliap sidauaqg a4y
S85e8.0Ul BalR ay) 0] 40 UONEWIOoJUI P3IUNOISIP 213 "seJjaw alenbs G/7’'s
ssauisng Jo/pue ajdoad jo xnyuy - s109)yad anbiuyda] ayl pig Aj2ewxoidde Jo eale pue| |210] B SI8A0D
‘(saseaidap) e 2ew A2yl pjnom Jojsaaul I 1el Ajpanejal pue [pag) sieadde ‘adeys
sasea4oul Buipjing ay3 jo Ajienb - aAnzadsoad yoiym uodn anjea ul Jeinbuejdad s yIym ‘8IS By 23S
‘(sases nap) sesealoul eale jende] 19v4el uado ayy sobeq ‘ipoyso
a3yl ul Juswdo|aAap Jo ajed ayj - 2Al12p 0] siseq Juswisanul ‘Aemssaldxa ‘pooyinogybiau |eiJawLod e s
)i (eseadoap) aseadoul ‘Bade ay] ul saiadold | ayy Buididde Aq paunwiaiap si IPoYso | 90+'vE6 ya1ym sobeq “ipoyso ul pajedo| 5100} £ M
PINOM S9N|BA JjeJ pajewiss ay | Jejlwis 18430 Jo 201d | Apadoud su3 Jo anjea Jiej oy ededy ‘ge/og Buipjing pa1sjdwod Ajny e s1 Auadoud sy
‘9|qedidde -
30 ABLU SE 93U3I53|0Sq0
pue uonepasdap Paad ‘elngy ‘Aemp LBYNgG pRwweynp 243 2pIa
03 (s)2ouemojje abejuaoiad s| Apedoud a3 03 ss232e Adewild (uonenjis
yam sannuenb Jo |)1q s,Aepoy
*(soseadnap) U0 paseq aJdnjonJas Jejwis 'SaJ1awW auenbs gz / 10’z Al21ewxosdde
sasealdu| eale ayj o3 90T S! @324 JUN02sIg 40 awes dn Bumnd jo 3500 JO eade |e30] e sey 1] Jejy Ajlaaiejad
ssaulsnq J1o/pue ajdoad jo xnpuj - %S’€ sl 9jed uonesieyded | syl Paysd sanbjuyoe] asayl Si pue paulelp ||om pue |2A3] sieadde ‘adeys
'(sasealdap) aWwooul jenuue ‘anjea Jaxiew ul Jeinbaun Apybys st yoiym ‘a31s syl aals
sasesJoul Buip|ing ay3 Jo Ajljenb - 10 %G T SIS0 3duBUIUIRY uado au3 aalap 03 (D¥A)
’(sasealoap) seseasu| eale %G | 1502 Juswade|das pajepaidap ‘pooyinoqybeu [eDIaWILIOD
43 ui Juswido|aa3p Jo ajed sy - §) sejed Aduedea pajewiisy OS|e pue poLjaLu JuaLIsaAul elngv’'tt B S| Yyoiym elngy ‘11 pdes jo PpLasip
:J1 (2s23408p) Bsealoul %0T s! 23ed yImodb | ayy BujAjdde Aq pauiwiaisp st | e Juedsen | /b Tl SSauIsSNg [2Jlua2 3Yj Ul pajedo| S100l € ypm
PInom senjea diej pajewinss ay) [2juad JoxJew papadx]y | Ausdoud a4 Jo anjea die) syl obeoun’‘sz Buipjing pajs|dwod Ajny e si Apiadoud ayy

BIOZ 4oquwideg [£

SjuaLwale]s jeinueul4 1§ 1odsy |enuuy

o]d @Bueydx3y jeAoy

'sajed Junodsip paisnipe
}su Buisn pajunoasip

*}92.3S SpULOAY 11BB 8Y) BpIA




og

[ elngy eweyey

(%071 /107 ur Aem Liebeys nyays Jended ay3 woyy
(4aybiy) ‘%0T :8T02) 2384 junoasiqg 'S93e4 Junodsip paisnipe 1004 saxey Jj@syl yoiym J2a13s euen woly 1004
1eM0o| auam sajel unoasig - (%s'c:/107 '%S°E 18T02) 3SId Buisn pajunaosip SY S3ARY YoIym Jusdsel) ueLsh 343 apIA
(1=ybiy) =jel uojjesiejiden 98 SMOy ysed papadxa ayy s1 Ayiadeud sy 03 ssaroe Alewig ‘uoienmig

43M0O| auam 238l uonesijeydey - (ewooul jenuue 'S$9jed uonesijeyiden pue sysod
(1aybiy) 40 %07 /10 ‘awoou) sdueuajulew ‘sajes Asuesen Sa3dW aienbs 0£°089'z Alsjewwixoidde
43M0O| auam s3500 20oUBURJUIBY - Ienuue yo 94,01:8107) ‘2384 yamolb 1ejual pajoadxa 40 Bade pue| |e303 e sey 31 “2eq ayy

(43ybiy) Jamoj

51500 SdUBUBILIRY

S43 Junodde ojul Bunye)

Sp4emo) Ajjuab padols s pue Ly sieadde

8I0C 419qus3aq Tg
Sjuawsjels jepueury 3 Hodsy renuuy

219M sajel Adueoea pajewnsy - (%G:/702 ! %S:8102) | 'Apadosd auy wol) pajelisusb 104 ‘elngy ‘adeys uj tejnbueyay S1 3)s ay] :235
(4amo)) Jayby sa3ed Aouedea pajewiisy 24 03 SMOJJ ysed 3au Jo ‘eweyiely
S1am smol4 ysed [ejuau admny - (%02-%ST /107 N anjea jussaud sy3 sispisuoa uassaln elnqy ui pooyinoqy6iau |elyuapisay
1 (sseaunap) asealou) - %0T:8T02) 2384 Yymoub Poyzsw uonineniea ay BWNSA [ 000'05S AJsuap moj mo.q ybiy e uj pajeno) xaydnp
PINOM anjea Jiey pajelwinsa ayL IB3Ua J33lew pajdadxy ‘SMOJ yseo pajunoasig 99 3 ¥9 10/d [ PaLdeI3p Woolpaq § e s Apadoud wc.L

31d @bueyosx3 jedoy



16

Royal Exchange Plc

Annual Report & Financial Statements
31 December 2018

Assets classified as held for sale

In thousands of Naira Group Group Company Company

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 973,639 973,639 = =
Transfer to investment properties = = = -
At 31 December 973,639 973,639 - -

In December 2018, management committed to a plan to sell one of its investment property located at 776
Cadastral Zone A00, Central business area, Abuja. Accordingly, this property is presented as a non-current
assets held for sale.

At 31 December 2018, the non-current assets held for sale was stated at its carrying amount; as investment
properties are measured at the lower of its carrying amount and fair value less cost to sell,

The company conducted an impairment test on the non-current asset held for sale in the period under review
and there was no indication of impairment on the assets. The fair value of the non-current asset held for sale
as at 31 December 2018 stood at N1.006 billion, higher than the carrying amount of N974 million, hence there
were no changes to its carrying amount. There are no gains or losses recognised in relation to its classification
as a non-current asset held for sale.

The determination of the fair value was conducted by a professional Estate Surveyor and Valuer; Emeka Orji
Partnership, with FRC number FRC/2013/NIESV/00000000976 and NIESV number A-1672.
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Royal Exchange Pic

Annual Report & Financial Statements

31 December 2018

(b) Company

(N
(ii)
(iif)

18

19

Furniture

Freehold Computer and Motor
In thousands of Naira buildings Equipment Fittings Vehicles Total
Cost
At 1 January 2018 - 18,516 25,753 152,558 196,827
Revaluation - - ~ - -
Additions - 537 - - 537
Disposals - (309) - (56,475) (56,784)
At 31 December 2018 5 18,744 25,753 96,083 140,580
Depreciation
At 1 January 2018 = 16,961 23,447 64,683 105,091
Charge - 854 763 30,161 31,778
Disposals - (115) - (24,944) (25,059)
At 31 December 2018 = 17,700 24,210 69,900 111,809
Carrying amounts:
At 31 December 2018 - 1,044 1,543 26,183 28,770
At 31 December 2017 - 1,555 2,306 87,875 91,736

There were no capitalised borrowing costs related to the acquisition of property and equipment during the
year (2017: nil).
The Group had no capital commitments as at the balance sheet date (2017: nil)

There was no property and equipment that has been pledged as security for borrowing as at the end of the
period. (2017: Nil)

Intangible assets

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Cost:
At 1 January 248,252 239,587 14,888 9,375
Additions - 8,620 : 5,513
Reclassification (3,708) 45 (5,513) .
At 31 December 2018 244,544 248,252 9,375 14,888
Accumulated amortisation:
At 1 January 218,818 206,471 9,375 9,375
Charge for the year 8,816 12,310 - -
Reclassification 1,890 36 = "
At 31 December 2018 229,524 218,817 9,375 9,375
Carrying Amount as at 31 December 2018 15,020 29,435 - 5,513

The Intangible assets of the Group comprised computer software. The computer software is accounted for
using the cost model less accumulated amortization and accumulated impairment. The amortization is
charged to the income statements in accordance with the Group's policy. As at 31 December 2018, these
assets were tested for impairment, and Management has determined that no impairment is required of these
intangibles.

Employee benefit obligations
The Group operates defined contribution pension plan based on the New Pension Act 2004, and a defined

benefit gratuity plan based on employee's pensionable and other post-employment remuneration and length
of service.
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The details of the Group's assets from Employee benefits are as below:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Defined benefit obligations (see Note 19.1 below) 283,850 258,135 - =

Employee benefit asset in statement of financial

position 283,850 258,135 = =

(@) The details of the Group’s Liabilities from Employee benefits are as below:

Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Defined benefit obligations (see Note 19,1 below) _(30,239) (38,458) (512) (1,076)
Employee benefit asset in statement of financial
position (30,239) (38,458) (512) (1,076)

19.1 Defined benefit plan:
The Group offers its employees defined benefit plans in the form of gratuity scheme and long service awards.
The Gratuity Scheme covers all employees and it is payable to an employee on resignation only if the
employee has served the entity for more than five years. The gratuity benefit is based on a percentage of an
employee’s annual emolument

The Group operates a Long Service Award scheme for its employees. Qualification for long service awards are
10 years, 15 years, 20 years, 25 years, 30 years and 35 years

The defined benefit obligations were actuarially determined at the year-end by Logic Professional Services.
The actuarial valuation is done based on the “Projected Unit Credit” method. Gains and losses of changed
actuarial assumptions are charged to other comprehensive income.

(@) The details of the defined benefit plans are as below:
Group Group Company Company
In thousands of Naira
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Pension (net asset) 283,850 258,135 = s
Employee benefit asset in statement of financial

position 283,850 258,135 - -
Long service award (outstanding liability) (30,239) (38,458) (512) (1,076)
Employee benefit liability in statement of financial

position (30,239) (38,458) (512) (1,076)

(b) Company’s obligations for;-

—Pension benefits (see note 19.1(d) below) (178,505) (197,415) . 5

- Long service award (see note 19.1(e) below) (30,239) (38,458) (512) (1,076)

Total Company Obligation (208,744) (235,873) (512) (1,076)
(c) Fair value of Company’s plan assets

-Pension benefits (see note 19.1(d) below) 462,354 455,550 - &
i Income statement charge for:-

- Pension benefits (see note 19.1(d)(iii) below) (38,210) (39,274) : .

- Long service award (see note 19.1(e)(ii) below) 9,766 9,252 107 255

Total (28,444)  (30,022) 107 255
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Group Group Company Company
In thousands of Naira

I 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

ii Gain/ (loss) on other comprehensive income
-Adjustments for net pension assets (see note

19.1(d)(iv)) (12,496) (15,150) - -

-Adjustments for long-service awards obligations (see

note 19.1(e)(iii)) 9,281 2,552 (671) (62)

Total (3,215) (12,598) (671) (62)
_Tax_effect of remeasurement - 1,803 = 7

Total in other comprehensive income (3,215) (10,795) (671) (62)

(d) Pension benefits

The amounts recognised in the statement of financial position are determined as follows:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Present value of funded obligations (see note

19.1(d)(i) below) (178,505)  (197,415) - -
Fair value of plan assets (see note 19.1(d)(ii) below) 462 354 455,550 i 2
Net asset in the statement of financial position 283,849 258,135 - -
Current _ = = -
Non-current 283,849 258,135 - :
283,849 258,135 - -

i The movement in the present value of the funded pension benefits obligation over the year is as follows:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

At 1 January 197,415 181,830 = -
Current service cost 5 = . =
Interest cost 25,567 26,429 z -
Actuarial (gains)/ losses-assumption (13,674) 16,940 = =
Actuarial (gains)/losses-experience 12,983 (12,754) - =
Benefits paid by the fund (43,786) (15,030) = -
At 31 December 178,505 197,415 - -

ii The movement in the fair value of plan assets of the year is as follows:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 455,550 415,841 - =
Expected return on plan assets 63,777 65,703 . =
Benefits paid (43,786) (15,030) = =
Actuarial (loss)/gains (13,187) (10,964) - -
As at 31 December 462,354 455,550 - -
i The amounts recognised in the profit or loss are as follows:
Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Current service costs = = = =
Net interest costs/income:
- Interest costs (see note 19.1(d)(i)) 25,567 26,429 A P
- Expected return on plan asset (see note 19.1(d)(i)) (63,777) (65,703) = -
At 31 December (38,210) (39,274) - -
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The amounts recognised in other comprehensive income are as follows:

In thousands of Naira Group
31-Dec-18

Group Company Company
31-Dec-17 31-Dec-18 31-Dec-17

Actuarial (gains)/ losses-assumption for obligation
(see note 19.1(d)(i))

13,674 (16,940) - -
Actuarial (losses)-experience for obligation (see note
19.1(d)(i)) (12,983) 12,754 - -
Actuarial (losses) on plan asset (see note 19.1(d)(ii)) (13,187) (10,964) = -
At 31 December (12,496) (15,150) = ™

The periodic pension costs are included in the staff costs for the reporting period and treated as a single line

item.

The principal actuarial assumptions used were as follows:

In thousands of Naira Group Group Company Company

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Discount rate 16% 149% N/A N/A
Rate of pension increase 3% 3% N/A N/A
Inflation rate 12% 12% N/A N/A

The mortality rates assumed for the employees are the rates published in the A67/70 Ultimate Tables
published jointly by the Institute and Faculty of Actuaries in the United Kingdom.

The average life expectancy in years of a pensioner retiring at age 65, at the end of the reporting period is as

follows:

In years Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Male 78 79 N/A N/A

Female 83 83 N/A N/A
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The sensitivity of overall pension liability to changes in the weighted principal assumptions is:

The mortality rates assumed for the employees are the rates published in the

published jointly by the Institute and Faculty of Actuaries in the United Kingdom.

87

31-Dec-18
| _ Impact on liability |
Change in including change
_assumption | (N'000)
Discount rate !
0.50% -0.50% | 174,369 | 182,843
31-Dec-17
Impact on liability
Change in including change
_ }issumpticn (N'000)
Discount rate | -0.50% | 0.50% | 202,692 192,401 |
(e) Long Service Awards
Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Present value of unfunded obligations (see note
19.1(e)(i) below) 30,329 38,458 512 1,076
Current = = = ;
Non-current 30,239 38,458 512 1,076
30,239 38,458 512 1,076
(i) The movement in the defined benefit obligation over the year is as follows:
In thousands of Naira Group Group Company Company
. 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 38,458 39,269 1,076 883
Current service cost 4,760 4,284 154 125
Interest cost 5,006 4,968 142 130
Past service cost (including curtailments) (5,335) - (189) -
Benefits paid (3,369) (7,511) - o
Actuarial (gains)/losses (9,281) (2,552) (671) (62)
At 31 December 30,239 38,458 512 1,076
(i) The amounts recognised in the profit or loss are as follows:
Current service costs (see note 19.1(e)(i)) 4,760 4,284 154 125
Net interest costs/income:
- Interest costs (see note 19.1(e)(i)) 5,006 4,968 142 130
- Expected return on plan asset * - = =
__ Past service costs (including curtailment) - - (189) =
At 31 December 9,766 9,252 107 255
(iif) The amounts recognised in other comprehensive income are as follows:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Actuarial losses/(gains) on obligations (see note
19.1(e)(i)) (9,281) (2,552) (671) (62)
The principal actuarial assumptions used were as follows:
Discount rate 16% 14% 16% 16%
Future salary increases 13% 3% 13% 13%
Inflation rate 12% 12% 12% 12%

A67/70 Ultimate Tables
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The sensitivity of overall long service award liability to changes in the weighted principal assumptions is;

31-Dec-18

Change in assumption

Impact on Iiabiiity_"
including change
(N'000)

Discount rate | 0.50% | -0.50% 29,455 | 31,063

Future salary increases | 0.50% | -0.50% | 30,901 | 29,605

Inflation rate | 0.50% | -0.50% 30,369 [_ 30,113 |
31-Dec-17

Change in assumption

Impact on liability |
including change |
(N'000)

Discount rate -0.50% | 0.50% | 39,551 | 37,451
Future salary increases ~0.50% | 0.50% 37,660 | 39,322
Inflation rate -0.50% | 0.50% 38,310 | 38,644
Statutory deposits

In line with section 10 (3) of the Insurance Act of Nigeria, a deposit of 10% of the regulatory share capital is
kept with the Central Bank of Nigeria. The cash amount held is considered to be a restricted cash balance.

In thousands of Naira Group Group Company Company

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Deposits with CBN 555,000 555,000

The analysis of the statutory deposit is as follows:
Deposit with CBN for non-life business 340,000 340,000
Deposit with CBN for life business 215,000 215,000

555,000 555,000

28
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Deferred taxation

Group

The movement in the net deferred tax assets/(

For the period ended 31 December 2018

Royal Exchange Plc

Annual Report & Financial Statements

liabilities) during the year are shown below:

31 December 2018

Net Net balance
balance Recognised as at
asat in profit or Recognised 31 December
Note 1 January loss in OCI 2018
In thousands of Naira
Deferred tax assets
Property and equipment, and software 119,220 (85,855) - 33,365
Allowances for loans and receivables = 7,752 - 7,752
| Unrelieved loss 136,449 (44,758) - 91,691
Employee benefits 11,717 (11,250) - 467 |
Deferred tax assets 267,386 (134,111) - 133,275
Deferred tax liabilities
Investment properties (314,251) (21,933) - (336,184)
Employee benefits (16) 16 - -
Deferred tax liabilities (314,267) (21,917) - (336,184)
Net deferred tax
assets/(liabilities) (46,881) (156,028) - (202,909)
Group
In thousands of Naira 2017
Net Net balance
balance Recognised as at
as at in profit or Recognised 31 December
Note 1 January loss in OCI 2017 |
Deferred tax assets
Property and equipment, and software 142,409 (23,189) - 119,220
Allowances for loans and receivables = - = *
Unrelieved loss 215,560 (79,111) = 136,449
Employee benefits 2,206 7,708 1,803 11,717
Foreign exchange - % - =
| Deferred tax assets 360,175 (94,592) 1,803 267,386
Ir Deferred tax liabilities
| Investment properties (294,640) (19,611) - (314,251)
Employee Benefits - (16) - (16)
Deferred tax liabilities (294,640) (19,627) - (314,267)
. 65,535 (114,219) 1,803 (46,881)

(a)

Deferred tax assets have been recognised because it is considered probable that future taxable profit will be

available against which
Deferred tax assets have not been reco

below.

Unrecognised deferred tax assets

Significant management judgment is re

the Group can utilise the benefits therefrom.

gnised in the Company because it is not probable that future taxable
profit will be available against which the Company can utilise the benefits therefrom as detailed in Note 21(a)

quired to determine the amount of deferred tax assets that can be

recognised, based upon the likely timing and the level of future taxable profits together with future tax

planning strategies.

The deferred tax assets of Royal Exchange Prudential Life Plc and

Group, which relates primarily to timing

difference in

Royal Exchange Plc, components of the
the recognition of depreciation and capital allowances an

property and equipment, employee benefit liabilities and unrelieved tax losses were not recognised in these

financial statements.
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31 December 2018
This is due to the uncertainty about the availability of future taxable profits for these entities against which
deferred tax assets can be utilised.

22 Deferred income

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Deferred rental income (see 22(a) below) 40,553 40,593 - -
Deferred acquisition income (see 22(b) below) 103,580 103,205 oL -
At 31 December 144,133 143,798 = -
Within one year 103,580 120,331 = =
More than one year 40,553 23,467 - =
144,133 143,798 - -

(a) Deferred rental income

In thousands of Naira Group Group Company Company
31-Dec-18  31-Dec-17 31-Dec-18 31i-Dec-17

At 1 January 40,593 29,648 = =
Additions during the year = 86,805 = -
Amortised for the year (40) (75,860) - =
At 31 December 40,553 40,593 - =

(b) Deferred acquisition income
This represents the unexpired portion of commission received from businesses ceded to Reinsurers as at the
reporting date.

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Balance at 1 January 103,205 133,294 = -
Additions in the year 494,463 467,565 - s
Amortization in the year (494,088) (497,654) - -
At 31 December 103,580 103,205 - -

Analysis of deferred acquisition income by class of insurance are as follow:
Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Fire 30,068 27,619 - =
Accident 17,785 10,347 = =
Motor 6,038 8,332 ~ -
Marine and aviation 7,856 13,084 = =
Oil & Gas 17,968 20,864 - -
Engineering 23,341 22,826 = -
Bond 524 133 = =
103,580 103,205 - -

23 Trade payables

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Reinsurance payables 345,385 655,980 = =
Deposit for premium (See note 23 (a) below) 5,166,855 9,446,598 - =
Premium payables to Co-insurers 5,772 56,852 - -
Other trade payables 65,917 - - -
5,583,929 10,159,430 - -
Within one year 5,583,929 10,159,430 = #
_More than one year - z & g
5,583,929 10,159,430 - -

The carrying amount disclosed above is the approximate fair value

a0

at the reporting date. All

amounts are
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(a)

payable within one year,

Deposit for premium represents premium collected in advance at

recognised as at the end of the year.

the reporting date that are yet to be

24 Other liabilities
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Due to related parties (see 24(a) below) 2 = 10,455 3,270,016
Other liabilities (see 24(b) below) 1,870,374 1,608,666 657,323 514,023
1,870,374 1,608,666 667,778 3,784,039
Within one year 1,382,788 1,382,788 215,289 171,996
More than one year 487,586 225,878 452,489 3,612,043
1,870,374 1,608,666 667,778 3,784,039
(a) Due to related parties
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Royal Exchange General Insurance Company - - - 2,173,342
Royal Exchange Prudential Life Limited - - - 1,088,397
Royal Exchange Finance Company Limited - - 10,455 8,115
Royal Exchange Microfinance Bank - = S 162
- - 10,455 3,270,016
(b) Analysis of other liabilities is as follows:
In thousands of Naira Group Group Company Company
o 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Deferred income 59,090 28,931 = 4
Accruals 240,161 235,737 88,531 17,995
PAYE and WHT payables 124,514 125,375 45,958 44,845
VAT Payable - - 77,110 78,443
NAICOM levy 26,979 32,827 * *
Other Statutory payables 175,557 4,473 2 <
Deposit for shares 85 - - -
Staff payables 20,740 15,107 17,526 -
Dividend payable held as collateral 228,621 - 228,621 -
Other pension obligations - 7,361 - -
Unclaimed Dividend 57,876 75,948 57,876 75,948
Discontinued Liability 2,314 - 2,314 -
Other payables 934,436 1,082,907 139,387 296,792
1,870,374 1,608,666 657,323 514,023
(i) Dividend payable held as collateral represents dividend belonging to Spennymoor Limited, Dantata Investments
& Securities Company Limited and Phoenix Holdings Limited which was withheld by the Group in respect to 250
million units of the Group’s shares held by Decanon Investment Limited in relation to an ongoing litigation case
invalving the Group and the aforementioned counterparties.
(ii) Unclaimed dividend represents all dividends belonging to shareholders of the Group outstanding for more than

15 months, which have been returned to the Grou

Commission (SEC)'s directive.
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25 Depositors' funds
In thousands of Naira
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Group Group Company Company
31-Dec-i8 31-Dec-17 31-Dec-18 31-Dec-17

Royal Exchange investment notes (see note 25(a)
below) 106,500 220,885 - -
High vield investment papers (see note 25(b) below) 1,338,380 1,064,309 = =
Savings 23,670 (281) - =
Demand deposit 26,002 82,159 - =
Term deposit and call deposits 72,928 79,691 - =
1,567,480 1,446,763 - -

(a) Royal Exchange Investment Notes represents customers’ deposits into
flexible money market investment option that has an upfront interest
N2million as deposit payable over 90 days. It is carried at amortised

(b) High Yield Investment Papers represent customers’ deposits into the Group’s term deposit options. Itis a

the Group’s term deposit options. It is a
payment and accepts a minimum of
cost.

product that offers a certain interest, promising to be higher than the average money market rate, Interests are
paid back end and minimum deposits of Nimillion are accepted, payable over 90 days, It is carried at amortised

cost.

26 Insurance contract liabilities

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 3i-Dec-1i7

Non-life general insurance (see note 26(a) below) 5,318,102 5,446,009 = =
Healthcare insurance (see note 26(b) below) 213,032 182,611 ) —
_Life insurance 5,486,878 5,709,261 = =
11,018,012 11,337,881 - -

(a) Non-life general Insurance

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Unexpired risk (See note 26(a)(ii) below) 1,572,772 1,956,982 - =
Outstanding claims: = . =
Claims outstanding 3,065,007 2,584,041 = >
Incurred but not reported 680,323 904,986 3 5
5,318,102 5,446,009 - -

(i) The concentration of non-life insurance by type of contract is summarised below by reference to liabilities.

Group Group Company Company

In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Fire 2,156,893 2,089,367 - 5
Accident 579,206 412,026 = =
Motor 842,811 962,162 = -
Marine and aviation 296,000 449,537 - =
Oil & Gas 1,251,627 1,396,351 - e
Engineering 162,726 126,916 = =
Bond 28,839 9,650 = =
5,318,102 5,446,009 - -

(ii) Unexpired risk is summarised by type below

in thousa'nds of Naira Grolllp Group cOmpanv Cumpany
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Fire 281,965 410,125 = =
Accident 150,386 156,595 = -
Motor 428,760 534,098 = =
Marine and aviation 115,240 232,199 - =
Oil & Gas 504,308 594,568 &
Engineering 88,709 28,501 - =
Bend 3,404 896 * ®
1,572,772 1,956,982 - -

92



(iiiy The movement in unexpired risk reserve is shown below:

(iv)

(v)

(b)

(i)

(i)
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In thousands of Naira Group Group Company Company

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 1,956,982 2,459,159 - =
Movement during the year (384,210) (502,177) = =

At 31 December

1,572,772 1,956,982 -

Outstanding claims represent the estimated ultimate cost of settlin

g all claims arising from incidents occurring prior

to the end of reporting date, but not settled at that date and provision made for claims incurred but not yet reported
as at the end of the financial year. This provision is based on the liability adequacy test report.

Analysis of outstanding claims per class of non-life insurance business is shown below:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Fire 1,874,926 1,679,242 = -
Accident 428,821 255,431 3 =
Motor 414,051 428,064 - -
Marine and aviation 181,361 217,338 - -
Oil & Gas 747,320 801,783 = -
Engineering 74,017 98,415 = =
Bond 24,835 8,754 - -
3,745,331 3,489,027 = =
The movement in outstanding claims is shown below:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 3,489,027 2,939,820 - -
Movement during the year 265,304 549,207 - =
At 31 December 3,745,331 3,489,027 - -
Healthcare insurance
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Claims and loss adjustment expenses (see note 26({b)(i)) 166,632 127,048 - -
Provisions for unearned premiums and unexpired short
term insurance risks (see note 26(b)(ii)) 46,400 55,562 = =
213,032 182,611 - =
Analysis of claims and loss adjustment expenses are as follows:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Claims outstanding as at 1 January 127,048 69,480 » =
Cash paid for claims settled in the year 231,579 266,401 “ 5
- Arising from current-year claims (92,117) (128,634) - -
- Arising from prior year claims (99,878) (80,198) = -
As at 31 December 166,632 127,048 - -
Provisions for unearned premiums and unexpired short term insurance risks
The movements for the year are summarised below:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 55,562 74,469 - =
Increase in the year 111,002 179,032 = =
Release in the year (120,164) (197,939) s
“At 31 December 46,400 55,562 - -

These provisions represent the liability for short-term insurance contracts for which the Group's obligations are not
expired at the end of the reporting period. The unexpired risk provision relates to the casualty insurance contracts

for which the Group expects to pay claims in excess of the related unearned premium provision. This assessment is
performed using geographical aggregation of portfolios of liability insurance contracts within the casualty segment.
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In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Outstanding claims - Group life (see note 26(c)(i) below) 1,852,241 1,538,816 - -

Outstanding claims - Individual life (see note 26(c)(ii)

below) 43,203 T AT = =

1,895,444 1,610,578 - -

Life insurance contract liabilities (see note 26(c)(iii)

below) 3,591,434 4,098,683 . -
5,486,878 5,709,261 - -

Outstanding claims - group life

The movement in the provision for outstanding claims during the year was as follows:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

At 1 January 1,538,816 1,029,893 - -

Increase during the year (see note 39(ii)) 313,425 508,923 i 5

At 31 December 1,852,241 1,538,816 - -

Outstanding claims - individual life

The movement in the provision for outstanding claims during the year was as follows:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

At 1 January 71,762 16,835 - -

Decrease/(increase) during the year (see note 39(ii)) (28,559) 54,927 -

At 31 December 43,203 71,762 - -

Life insurance contract liability

The movement on the Life funds account during the year was as follows:

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

At 1 January 4,098,683 3,568,624 - -

Increase/(decrease) during the year (435,291) 583,595 # -

Difference in unearned premium (see note 26(v) below) (71,958) (53,536) £ =

At 31 December 3,591,434 4,098,683 - -

Annuity

The annuities were reserved for by using a discounted cash flow approach by the Actuary. Here, reserves are set

equal to the present value of future annuity payments plus expenses, with allowance being made for any

guaranteed periods as required by the terms of the contract. The assets representing the annuities are invested in
near-cash money market financial instruments and long term secured instruments such as Federal government bond

and treasury bills with a varying tenor.
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(V) The movement in the unearned premium during the year was as follows:
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(a)

(b)

28
(a)

In thousands of Naira
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Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 412,580 466,116 - -
Decrease/(increase) during the year (71,958) (53,536) = -
At 31 December 340,622 412,580 - -

Investment contract liabilities
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Deposit administered funds 130,759 129,755 - -
Investment managed funds 171,665 163,800 - -
302,424 293,555 - -

Deposit administered funds

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 129,755 126,808 - -
Deposits received in the year 1,206 2,372 ~ =
Interest paid 4,072 3,941 - o
Withdrawals (4,274) (3,366) - =
At 31 December 130,759 129,755 - -
Current 35,782 35,782 2 -
_Non-Current 94,977 93,973 = =
130,759 129,755 - =

The Company has a total sum of #130.8million (2017: N129.8 million) in deposit administered funds with
the account is attributable

guaranteed interest which has been in existence since 2010, The outstanding balance in
to clients who are yet to terminate their investment.

Investment managed funds

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 163,800 212,648 = 3
Deposits 152,155 150,807 = -
Interest accrued thereon 13,785 22,429 - :
Withdrawals (158,075) (222,084) = 5
At 31 December 171,665 163,800 - )
Current 165,985 165,985 - B
Non-Current 5,680 (2,185) = =
171,665 163,800 = -
Taxation
Charge for the year
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Recognised in profit or loss
Income tax 165,831 5,076 = =
Capital gains tax 1,374 1,058 - =
Education tax 35,797 462 - -
Technology tax 11,800 4,601 - - -
214,802 11,197 = =
WHT expense * 6,754 - -
Deferred tax charge/(credit) 258,379 119,932 ot -
Income taxes 473,181 137,883 - =
Minimum tax 9,866 149,633 6,686 48,551
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In thousands of Naira Group Group Campany Company

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
At 1 January 608,472 537,200 303,661 255,108
Charge for the year 170,384 167,584 = 2
Payment during the year (134,323) (94,050) (6,771) .
Reclassification of tax asset _ (2,262) . -
Minimum Tax 6,686 - 6,686 48,552
Education tax 35,797 - - =
Information Technology Tax 11,800 = s =
At 31 December 698,816 608,472 303,576 303,660

29 Borrowings
In thousands of Naira Group Group Company Company

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Bank borrowing (see note 29(a) below) 8,865,661 1,743,156 8,984,800 1,613,722

(a) FSDH Merchant Bank (see note 29(i) below) 5,132,163 1,494,985 5,132,163 1,494,985
Keystone Bank (see note 29(ii) below) 3,533,181 3,533,181
Central Bank of Nigeria (see note 29(iii) below) 26,550 26,046 & -
Borrowings from Funds under management (see note
29(iv) below) 173,767 222,125 173,767 28,071
Royal Exchange Finance Company Limited (see note
29(v) below) - = 145,689 90,666

8,865,661 1,743,156 8,984,800 1,613,722

Current 5,132,163 - B,665,344 -

Non-current 3,733,498 1,743,156 319,456 1613722

8,865,661 1,743,156 8,984,800 1,613,722

(i) The amount of N5,132,163,000 represents the carrying amount of a N5,000,000,000 term loans obtained from

FSDH Merchant Bank Ltd. as at 31 December 2018 with a tenor of Six months (180 days) at Seventeen percent
(17%) interest rate.

(ii) The amount of ¥3,533,181,000 represents the carrying amount of a #3,500,000,000 term loan obtained from the
Keystone Bank Plc as at 31 December 2018 with a tenor of Six months (180 days) at Twenty Two percent (22%)
interest rate.

(iii) The amount of M26,550,000 represents the carrying amount of a N50,300,000 term loan obtained from the
Central Bank of Nigeria as at 31 December 2018 under the Micro, Small & Enterprises Development Fund. The
facility's effective date is 09 April 2015.

(iv) The amount represent the carrying amount of term loans obtained by the Group from the unclaimed debentures
under the management of Royal Exchange Plc as at the 31 December 2018.

(v) Borrowings from Royal Exchange Finance Company Limited

In thousands of Naira Group Group Company Company

R 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Term loan - - 68,639 7,367

Finance lease = = 77,051 83,300

= = 145,690 90,667

96



30

31

32

33

34

35

(a)

(b)

(c)

Royal Exchange Plc

Annual Report & Financial Statements
31 December 2018

Share capital and premium
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Share capital comprises

Authorized share capital
10,000,000,000 ordinary share of 50k
each 5,000,000 5,000,000 5,000,000 5,000,000

Issued share capital
5,145,370,074 ordinary share of 50k
each 2,572,685 2,572,685 2,572,685 2,572,685

Share premium
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

At 31 December 2,690,936 2,690,936 2,690,936 2,690,936

Contingency reserve

In compliance with Section 21(1) of Insurance Act Cap I17 LFN 2004, the contingency reserve for general
business is credited with the greater of 3% of gross premium or 20% of Net Profit and accumulated until it
reaches the amount of greater of minimum Paid up Capital or 50 percent of Net Premium, whereas, the
contingency reserve for life business is credited with the greater of 1% of gross premium or 10% of Net
profit and accumulated until it reaches the amount of greater of minimum Paid up Capital or 50 percent of net
premium,

Treasury shares

Treasury shares represent the cost of the 250,000,000 ordinary shares of the Group which is held in respect to
Security Holding Trust Limited in respect to a proposed share ownership scheme for staff of a subsidiary which
is subject to a litigation in suit FHC/L/CS/5479/08. The ordinary shares are being held as guarantee that value
will not be lost as well as N228million cash dividend. The ordinary shares have a market value of N500 million

as at 31 December 2018 (2017: #452 million).

Retained Earnings

The amount represents the retained earnings available for dividend distribution to the equity shareholders of
the company. For analysis of movement in retained earnings, see the 'Statement of Changes in Equity.

Other Component of Equity

Other component of equity comprises of actuarial gains or losses on employee benefit obligation, cumulative
net change in the fair value through OCI financial assets until assets are derecognized and transferred to
regulatory risk reserve.

Actuarial gains/losses on employee benefit obligation

Actuarial gains/losses on employee benefits represent changes in benefit obligation due to changes in actuarial
valuation assumptions or actual experience differing from expectation The gains/losses for the year, net of
applicable deferred tax asset/liability on employee benefit obligation, are recognized in other comprehensive
income.

Fair value reserves
Fair value reserves represent the cumulative net change in the fair value through other comprehensive income
(OCI) financial assets at the reporting date.

Regulatory risk reserve

Regulatory risk reserves represents the difference between the allowance for impairment losses on loans and
advances to customers based on Central Bank of Nigeria (CBN) prudential guidelines, compared with expected
credit loss model used in calculating the impairment under IFRSs. This reserve is maintained by Royal
Exchange Microfinance Bank in compliance with the CBN prudential guidelines.
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In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Gross written Premium
Non-Life 10,701,526 9,538,607 £ =
Life 3,819,463 3,005,802 - -
Healthcare ] 191,809 277,810 - 2
14,712,798 12,822,219 = -
Unearned Premium
Non-Life 384,212 502,177 =
Life 71,958 53,536 » =
Healthcare 9,164 18,907 - =
465,334 574,620 = S
Earned Premium 15,178,132 13,396,839 - -
36(b) Reinsurance expenses
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31i-Dec-18 31-Dec-17
Non-life reinsurance premiums:
Gross written reinsurance premiums 5,498,747 5,389,823 7 =
Change in reinsurance unearned premiums 101,185 575,013 = !
5,599,932 5,964,836 7 -
Life reinsurance premiums:
Insurance premium ceded to reinsurers 392,926 353,946 = =
B 5,992,858 6,318,782 - -
37 Fee and commission income
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Reinsurance commissions on non-life
business 494 463 467,565 ~ 7
Reinsurance commissions on life business 52,044 55,612 = =
546,507 523,177 - =
38 Insurance claims and benefits incurred
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Insurance claims and benefits incurred on
non-life business(see note 38(i) below) 3,116,928 2,796,750 ) -
Insurance claims and benefits incurred on life
business (see note 38(ii) below) 2,703,223 2,322,441 -
Insurance claims and benefits incurred on
healthcare business (see note 38(iii) below) 205,589 211,673 - -
6,025,740 5,330,864 - -
(i) Analysis on insurance claims and benefits incurred on Non-life business:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Motor and accident 764,913 533,081 = =
Fire and IAR 1,426,358 1,683,835 = =
Marine 166,810 121,911 - =
Engineering 24,928 83,985 = 2
Bond 16,081 (3,525) - =
Special risk 717,838 377,463 B = 4
3,116,928 2,796,750 - -
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Analysis on insurance claims and benefits incurred on life business:
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In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Short term insurance contract 1,497,660 1,122 223 - -
Long term insurance contract 820,321 636,368 - -
Increase in outstanding claims short term
insurance contract 413,801 508,923 - -
Increase in outstanding claims long term
insurance contract 28,559 54,927 B :
2,703,223 2,322,441 - -
Analysis on insurance claims and benefits incurred on healthcare business:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Short term insurance contract 205,589 211,673 = -
205,589 211,673 - =
Insurance claims and benefits incurred -
recoverable from reinsurers
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Insurance claims and benefits incurred-
recoverable on non-life business (see note
39(i) below) 2,472,470 1,449,260 - -
Insurance claims and benefits incurred-
recoverable on life business (see note 39(ii)
below) 395,421 453,800 = -
2,867,891 1,903,060 - -
Insurance claims and benefits incurred- recoverable on non-life business:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Motor and accident 83,061 68,079 - -
Fire and IAR 870,123 1,045,696 3 .
Marine 55,941 53,335 - -
Engineering 68,174 73,760 = -
Bond 7,604 (1,362) - -
Special risk 1,387,567 209,752 A =
2,472,470 1,449,260 - -
Insurance claims and benefits incurred-
recoverable on life business:
In thousands of Naira Group Group Company Company
- 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Short term insurance contract 395,421 453,800 = 5
Long term insurance contract = % = 2
395,421 453,800 - -
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
In thousands of Naira
Increase /(decrease) in long term insurance
contract liabilities 434,165 425,086 = -
Increase /{decrease) in short term insurance
contract liabilities 101,502 98,706 = =
535,667 523,792 = =
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Underwriting expenses

40
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Acquisition costs: Non-life business 1,831,776 776,152 - -
Accommodation costs 36,629 - = =
Communication costs 238,040 - -z =)
Business & Administration expenses 221,674 = = s
Acquisition costs: Life 280,676 304,573 = #
Acquisition costs: Healthcare 26,297 114,974 - -
Salaries & Allowances - underwriting
employees 757,017 841,177 = v
Guaranteed interest on life products - _ = :
Other commissions 43,149 559,912 _ :
3,435,258 2,596,788 - -
41 Net Interest Income
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Gross Interest Income:
Interest income on placement with local banks 239,404 783,734 13,631 9,785
Interest income on treasury bills 327,722 392,581 1,591 3,821
Interest income on loans and receivables 201,522 272,806 440 -
Interest income on advances under finance
lease 68,241 34,744 - -
Interest income on staff loans & Advances - 1,839 -
836,889 1,485,704 15,661 13,606
Interest expense:
Interest expense on placement with local banks (3,647) = . ]
Interest expense on depositors funds = (1,945) - -
Interest expense on borrowings (704,305) (466,308) (493,731) (296,447)
Net interest income 128,937 1,017,451 (478,069) (282,841)
42 Investment and other income
Included in investment and other income are results from sale and disposals of financial and other
investments and dividend income. Analysis of the balance as at year end is as follows:
Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Debt securities:
*Loans & receivables (amortised cost) 344,353 - . -
Equity securities: = - = "
Dividend from investment securities 113,123 - 1,444 -
Dividend income:
Available-for-sale - 30,997 = =
Fair value through profit/loss = 88,197 - 532
Income on disposal of equities (FVTPL) (33,120) - - -
At Fair value through profit/loss - 11,953 - -
Loss on disposal Investment properties 5 (75,000) =
Investment management income (68,588) o 2
355,768 56,147 1,444 532
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Net fair value (loss)/gain on financial assets
(changes in fair value)
Group Group Company Company
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Debt securities:
Fair value through profit/loss (21) 14,057 - (62)
Amortised cost (5,189) = - 5
Equity securities:
Fair value through profit/loss (232,387) 366,165 (3,033) 16,025
Investment properties 57,745 (57,440) - o
(179,852) 322,782 (3,033) 15,963
Charge/ (write-back) of impairment allowance
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
:;r::;é?:;?ir;t allowance on premium 197,711 138,067 ) )
:Z(r:i‘t;vggf:eks of impairment on premium (733) (7,280) _ )
:gz:zia\:;nglir;t allowance on reinsurance (183,776) —— ) )
;r;'nsza;;rment allowance on reinsurance 104,610 ) ]
Impairment allowance on financial
assets 8,585 .
;?\?:rig\ent allowance on loans and (2,970) - )
Write back of impairment on loans and
advances (2,435) . =
12;;?\1?[22;1: allowance on other (51,405) 48,021 R
Write back of impairment on other
receivables - (23,100) - -
(41,173) 377,119 - -
ECL Impairment Allowance
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Cash & cash equivalents (B0,383) - (4,838) =
Treasury bills 236 = = =
FGN bonds 50 = 2 ¥
Mortgage loan 10,801 = = .
Trade receivables (57,822) = = 5
Intercompany 137,699 = =
Other assets (2,343) > oS
8,238 - (4,838) -
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45 Other operating income

In thousands of Naira Group Group Company Company
. 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Rental income 130,383 99,373 " ~
Profit on disposal of property &
equipment 4,684 8,669 - =
Interest on loan & advances 653 429 5 =
Management fee income from
subsidiaries = - 204,276 272,040
Trustee fee income 688 1,585 688 1,585
Other income 302,003 84,485 B,191 49,958
Insurance Brokerage Commission 289,734 6,144 -
Other from lead-underwriting business = 16,149 = -
Third party administration & other
related income = 62,171 - -
Fees & commission on loans and
advances - 44,983 = =
728,145 323,988 213,155 323g533
46 Foreign exchange gains/(losses)
In thousands of Naira Group Group Company Company
— 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
(Loss)/gains on translation of foreign currency
transactions (338,488) 2,829 - =
47 Management expenses
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Salaries and allowances of other
employees 848,638 930,785 89,707 83,584
Post-employment defined benefit
expenses 5,189 (30,292) = 255
Terminal Benefits 517,250 = 112,636 >
Audit fees 33,320 46,689 8,400 11,330
Amortization and impairment charges 8,817 12,310 E -
Depreciation on property and
equipment 194,747 218,774 31,773 30,021
Promotional and advert expense 12,082 10,162 4,465 268
Rent and rates 6,571 5,888 - =
Directors' fees 10,168 40,717 1,570 1,420
Directors' Sitting allowances 19,342 20,228 19,342 20,228
Directors' Other allowances 84,108 97,232 84,108 97,232
Donations - 1,414 - 100
Bank charges 11,310 15,313 6,122 918
Legal fee 45,365 48,344 18,006 6,029
Insurance premium 5,110 (121,340) 7,769 7,486
Accounting consultancy fee 137,263 96,226 23,262 13,069
Investment expenses 34,790 52,714 -~ =
Finance cost 295,681 (6,829) -
Power charges 46,997 5,674 2,690 1,598
Government charges 5,608 61,426 - -
Stationeries 1,271 4,611 18 -
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In thousands of Naira Group Group Company Company
P 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Printing external 30,936 25,118 1 2,132
Repairs and maintenance 97,805 115,330 1,414 2,212
Transport expenses 122,371 117,179 48,741 30,775
Software expenses 19,192 4,169 - -
Subscription and journals 22,212 10,887 4,090 1,333
Marketing expenses 1,090,588 872,165 = =
Advertisement - 68,094 - z
Fine paid (contravention, see note 62) 3,075 26,992 2,825 15,925
Electricity and diesel expenses - 1,615 - -
VAT Paid 4,831 4,838 - -
Telephone expenses - 17,914 - -
Loss on disposal of investment
properties - 49,361 - =
Judgement sums = 50 . 50
Other administrative expenses 314,572 271,768 100,516 81,690
4,029,209 3,095,526 567,457 408,355

Other expenses concerns entertainment and representation, board meetin

for the day to day running of the Group during the year.

Loss per share

g expenses and expenses incurred

Group Group Company Company
. 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Loss per share (kobo) (3) (19) (16) (8)

The earnings and weighted average number of ordinary shares used in

the calculation of basic loss per share are

as follows:
Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Loss for the year attributable to owners of the
company
In thousands of Naira
(156,176) (969,643) (845,484) {399,669)
Unit in thousands Group Group Company Company
- 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Number of ordinary shares for the purpose of basic
and diluted loss per share 5,145,370 5,145,370 5,145,370 5,145,370

Cash and cash equivalents for Cash Flow Purposes

For the purposes of the statement of cash flow, cash and cash equivalents include cash, bank balances, and
investment in short term deposits (demand and time deposits) with a maturity date of 3 months or less upon

acquisition and bank overdrafts.

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Cash (see note 5) 6,448 4,697 100 72
Bank balances (see note 5) 936,427 480,373 14,251 28,624
Short-term deposits (see note 5) 14,853,997 12,020,853 330,323 83,667
15,896,872 12,505,923 344,674 112,363
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50 Reconciliation notes to consolidated and separate statement of cash flows

(i) Net Increase/(decrease) in employee retirement benefit:

(ii)

(iv)

In thousands of Naira Group Group Company Company
= 31-Dec-18 31-Dec=-17 3i-Dec-18 31-Dec-17
Changes in employee retirement benefit asset (25,715) (24,124) - -
Changes in employee retirement benefit liability (7,561) (811) (564) 193
Net changes (33,276) (24,935) (564) 193
Contributions to plan asset = - -
Cash payment to employees 3,369 7,511 - -
Net actuarial gains recognised in OCI (3,215) (12,598) 671 b2
Total changes recognised in statement of cash flows (33,780) (30,022) 107 255
Net Increase/(decrease) in other receivable and prepayments:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Net changes in other receivable and prepayments (14,749) (363,548) (245,905) (109,869)
Dividend received (118,456) (124,813) - -
Dividend income 113,123 119,194 = =
Rent received (130,383) (116,258) - =
Rental income 111,447 99,373 = -
Write-backs recognised in profit or loss 51,458 23,100 -
_Impairments recognised in profit or loss (108,788) (48,021) (18,666) =
Total changes recognised in statement of cash flows (96,348) (410,973) (264,571) (109,869)
(iii) Net Increase/(decrease) in trade receivable:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Net changes in trade receivable (406,959) (155,427) = -
Impairment allowance on reinsurance receivables
(see note 10(b)(i)) (80,150) 77,221 - -
Write back of impairment on premium
receivables(see note 10(a)(i) - (7,280) & =
Impairment allowance on premium
receivables(see note 10(a)(i)) (156,411) 138,067 = -
Total changes recognised in statement of cash flows (643,520) 52,581 - -
Net Increase/(decrease) in reinsurance asset:
In thousands of Naira Group Group Company Company
S 31-Dec-18 31-Dec=17 31-Dec-18 31-Dec-17
Net changes in reinsurance asset (380,189) (133,959) - -
Write-backs recognised in profit or loss - = : =
Total changes recognised in statement of cash flows (380,189) (133,959) - 3
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(v) Changes in financial assets
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Balance at 31 December 2017 1,401,163 71,176 19,875 37,897
Impairment recognised in profit or loss (13,736) (5,239) ' '
Foreign exchange gain recognised in OCI T 25,782 - *
Foreign exchange gain recognised in profit or loss (338,488) 11,981 = -
Fair value changes recognised in OCI 173,495 152,920 5 ;
Fair value changes on recognised in profit or loss (237,597) 380,221 (3,033) (15,963)
Redemptions/disposals (5,464,881) (4,060,175) (54,474) 48,931
Interest received a3 = 47,725 (3,821)
Transfers (47,840) (55,018) (47,840) 55,018
_Purchases 4,527,884 3,478,352 37,647 _(46,268)
Balance as at 31 December 2018 (1,401,162) (71,176) (19,975) 37,897
(vi) Changes in provision for outstanding claims:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Changes in outstanding claims on group-life
insurance 422,664 508,923 - =
Changes in outstanding claims on individual-life 149,018 54,927 o -
insurance
Changes in outstanding claims on non-life 256,304 549,207 - =
general insurance (including IBNR)
Cash paid for claims settled in the year 231,578 266,401 = =
- Arising from current-year claims (92,117) (128,634) - =
~ Arising from prior year claims (99,878) (80,198) = 2
Increase/(decrease) in insurance contract 37,763 583,595 - -
_liabilities on life insurance N
Total changes recognised in statement of cash flows 905,333 1,754,221 - =
(vii) Changes in unearned premium:
In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Changes in unexpired risk on non-life general
insurance (384,212) (502,177) - =
Changes in provisions for unearned premiums
and unexpired short term insurance risks
- Increase in period 111,002 179,032 - -
- Release in the period (120,166) (197,939) - g
Changes in unearned premium on life insurance (71,958) (53,536) = o
contract liability
Total changes recognised in statement of cash flows (465,334) (574,620) - -
(viii) Changes in loans and advances to customers
In thousands of Naira Group Group Company Company
3i-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Net changes in loans and advances to customers 272,760 (181,601) - Z
Interest income 201,522 272,806
Interest income received (277,517) (375,682) - +
Impairment allowance recognised in profit or loss (7,831) (30,995) - &
Total changes recognised in statement of cash flows 188,934 (315,472) - =
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Changes in advances under finance lease

In thousands of Naira Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Net changes in advances under finance lease 36,802 3,480 = -

Interest income 68,241 34,744

Write back of impairment allowance - - = -

Impairment allowance recognised in profit or loss E - i 2l

Total changes recognised in statement of cash flows 105,043 38,224 2 =

Changes in depositors fund

In thousands of Naira Group Group Company Company
o 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Net changes in depositors fund 120,717 (243,307) - -

Foreign exchange difference ) i

Interest expense o 1,945 - =

Other changes recognised in cash flows . 3 = -

Total changes recognised in statement of cash flows 120,717 (241,362) - =

Capital management

The group manages its capital to ensure that it will be able to continue as a going concern and comply with the
regulators’ capital and solvency requirements for every of its subsidiaries whose capital is regulated, while
maximizing return to stakeholders through the optimisation of the equity balance

The capital structure of the group consist of only equity attributable to equity holders of the company,
comprising issued capital, reserves and retained earnings.

The regulatory capital of the subsidiaries in insurance and banking and asset management have been
maintained and preserved over the reporting periods. The regulatory capital within the insurance industry in
Nigeria, in which the entity has its major operations, is #3billion and M2billion for Non-life and Life businesses
respectively. Also, the regulatory capital for unit microfinance bank is N20million, same as for the group's
finance house business.

The insurance industry regulator, NAICOM, measures the financial strength of Non-life underwriters through a
solvency margin model. The Insurance Act, under section 24, defines solvency margin of a Non-life underwriter
as the difference between the admissible assets and liabilities which shall not be less than 15% of Net premium
income or the minimum capital base of N3billion, whichever is higher. The regulation requires non- life
underwriters to maintain a minimum of 100% solvency margin. The Group’s Solvency requirement was
revalidated by Ernst & Young, the Company’s Consultant Actuaries,

The table below sets out the capital that is managed by the Company on an IFRS and regulatory basis:

The solvency position of the Non-life insurance business

The Insurance Act Cap 2004 117 LFN 2004 (Section 24) prescribed that an insurer shall in respect of its
business other than life insurance business, maintain a margin of solvency being the excess of the value of its
admissible assets in Nigeria over its liabilities in Nigeria.
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The solvency margin, which is determined as the excess of admissible assets over total liabilities shall not be
less than 15% of the gross premium income less reinsurance premiums paid out during the year under review
or the minimum paid up capital, whichever is greater.

Group Group
_In thousands of Naira 31-Dec-18 31-Dec-17
Admissible Assets
Cash and cash equivalents 11,325,338 10,547,832
Financial assets:
- Available for sale - 440,212
- At fair value through profit or loss 781,688 1,311,082
- At fair value through other comprehensive 547,584 =
- Amortised Cost 93,407 91,671
Investment in associates 432,781 418,421
Trade receivables 17,270 35,646
Other receivables and prepayment - 535,870
Deferred acquisition cost 217,457 248,260
Reinsurance assets 2,709,833 2,212,548
Investment properties 1,000,000 2,969,719
Statutory deposit 340,000 340,000
Property and equipment 96,502 842,154
Intangible assets - 1,389
Employees benefits assets 283,850 258,135
A 17,845,710 20,252,939
Less: Admissible liabilities
Bank overdrafts 54,220 49,068
Trade and other payables 5,465,549 9,910,957
Provision and other payables 737,733 880,894
Deferred income 144,133 143,798
Insurance liabilities 5,318,102 5,446,009
Finance lease obligations 49,473 89,061
Borrowings 31,708 330,499
Employees benefits obligations 21,239 28,358
Current income tax liabilities 376,966 266,976
Deposit for share 2,000,000 -
B 14,199,123 17,145,620
Solvency margin (A-B) 3,646,587 3,107,319
Minimum paid up capital 3,000,000 3,000,000
Net premium from Non-Life Insurance Business 5,501,037 4,235,774
15% of Net premium 825,155 635,366

The Group’s non-life solvency margin of N3,646,587,000 (2017: #3,107,319,000) is more than the minimum
paid up capital of #3,000,000,000 (2017:43,000,000,000). Therefore, the Group's non-life business subsidiary
is solvent since the solvency margin is higher than the minimum paid up capital & 15% of net premium,

The solvency position of the Life insurance business

The solvency margin of the life business of #1.264 billion (2017: N846 million) is below the minimum capital of
N2 billion prescribed by the Insurance Act of Nigeria. In order to overcome the deficit, the Directors of the
Company are planning to inject more capital and funds inte the business via both capital raising and sale of

some of the Company's investment properties.

The asset cover of the Company on the valuation date of 31 December, 2018 was 134%. That is, the admissible
assets representing the Life Fund (including outstanding claims) and deposit administration funds, amounting to
§7,740,711,000 were 134% of the actuarially determined gross liabilities of #5,789,303,749,
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The table below sets out the capital that is managed by the Company on an IFRS and regulatory basis:

Group Group

In thousands of Naira 31-Dec-18 31-Dec-17

Shareholders’ fund as per financial position 2,231,989 2,271,387
Less: Intangible assets (407) (757)
Deposit for shares 1,000,000 =
Capital resources on a regulatory basis 3,231,582 2,270,630
Shareholders' funds upon approval for deposit for shares 3,231,582 2,270,630

The details of the Company's capital structure are shown in the statement of financial position section of the
financial statements.

Financial risk management

Factors relating to general economic conditions, such as consumer spending, business investment, government
spending, the volatility and strength of both debt and equity markets and inflation, all affect the profitability of
businesses in Nigeria,

In a sustained economic phase of low growth, characterized by higher unemployment, lower household income,
lower corporate earnings, lower business investment and lower consumer spending, the demand for financial
and insurance products could be adversely affected.

The Group’s risk management process includes the identification and measurement of various forms of risk, the
establishment of risk thresholds and the creation of processes intended to maintain risks within these
thresholds while optimizing returns on the underlying assets and minimizing costs associated with liabilities.
Risk range limits are established for each type of risk, and are approved by the Board's Investment Committee
and subject to ongoing review.

The Group's risk management strategy is an integral part of managing the Group's core businesses, and utilizes
a variety of risk management tools and techniques such as:

- Measures of price sensitivity to market changes (e.g., interest rate and
foreign exchange rate);

- Asset/Liability management;
- Periodic Internal Audit and Control, and,;
-Risk management governance, including risk oversight committee, policies and guidelines, and approval limits

In addition, the Group monitors and manages the financial risks relating to the operations of the organization
through internal risk reports which analyse exposures by degree and magnitude of risks. These risks include
market risk (currency risk, interest rate risk and price risk), credit risk and liquidity risk.

Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Group has access at that date. Fair values are determined at prices quoted
in active markets. In our environment, such price information is typically not available for all instruments and
the Group applies valuation techniques to measure such instruments. These valuation techniques make
maximum use of market observable data but in some cases management estimate other than observable
market inputs within the valuation model. There is no standard model and different assumptions could generate
different results,

Fair values are subject to a control framework designed to ensure that input variables and output are assessed
independent of the risk taker. The Group has minimal exposure to financial assets which are valued at other
than quoted prices in an active market,

Fair value hierarchy

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation technigues
are observable or unobservable, Qbservable input reflect market data obtained from independent sources;
unobservable inputs reflect the Group’s market assumptions. These two types of inputs have created the
following fair value hierarchy

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes
listed equity securities and debt instruments on exchanges.
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Level 2 - Valuation techniques based on observable inputs. This category includes instruments valued using:
quoted market prices in active markets for similar instruments; quoted prices for similar instruments in markets
that are considered less than active; or other valuation techniques where all significant Inputs are directly or
indirectly observable from market data.

Level 3 - This includes financial instruments, the valuation of which incorporate significant inputs for the asset
or liability that is not based on observable market data (unobservable inputs). Unobservable inputs are those
not readily available in an active market due to market illiquidity or complexity of the product. These inputs are
generally determined based on inputs of a similar nature, historic observations on the level of the input or
analytical techniques.

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

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, analysed into Levels 1 to 3 based on the degree to which the fair value s observable.
Group

31-Dec-18

In thousands of Naira Level1 Level2 Level3 Total

Financial Assets:

Fair value through profit or loss:-

Quoted equity shares 8(a) 998,183 - - 998,183
998,183 s = 998,183

Fair value through Other Comprehensive I ncome:-

Federal government bonds 8(b) 346,142 - = 346,142

Treasury bills 8(b) 809,373 - - 809,373

Unlisted equities 8(b) 441,299 S = 441,299

Bonds: Annuity fund 8(b) 1,058,434 = - 1,058,434

ECL impairment allowance 8(b) (5,446) - = {5445}
- 2,649,802 < - 2,649,802

Total financial assets measured at Fair value 3,647,985 - - 3,647,985

Group

31-Dec-17

In thousands of Naira Level1 Level2 Level3 ___Total

Financial Assets:
Fair value through profit or loss:-

Quoted equity shares 8(a) 1,216,464 - - 1,216,464
Treasury bills 8(a) 2,186,699 ~ - 2,186,699
Federal government bonds 8(a) 356,966 - - 356,966
3,760,129 - - 3,760,129

Available for sale financial assets:-
Quoted equity shares 8(b) 93,962 - - 93,962
_Bonds: Annuity fund 8(b) 1,141,839 1,141,839
1,235,801 - - 1,235,801
Total financial assets measured at fair value 4,995,930 - - 4,995,930
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Company

31-Dec-18

In thousands of Naira Levell Level2 Level 3 Total
Financial Assets:

Fair value through profit or loss:-

_Quoted equity shares 8(a) 24,772 - - 24,772
24,772 - - 24,772
Total financial assets measured at fair value 24,772 - = . 24772
Company
31-Dec-17
In thousands of Naira Level 1 Level 2 Level 3 Total

Financial Assets:
Fair value through profit or lass: -

_Quoted equity shares 8(a) 44,747 - - 44,747
44,747 - - 44,747
Total financial assets measured at fair value 44,747 - - 44,747

B Financial instruments not measured at fair value
The fair value information for financial assets and financial liabilities not measured at fair value has not been
disclosed because the carrying amount is a reasonable approximation of its fair value. These financial
instruments include:

Cash and cash equivalents
Cash and cash equivalents consists of cash on hand and current balances with banks.

The carrying amounts of current balances with banks is a reasonable approximation of fair value which is the
amount receivable on demand,

Amortized Cost
Amortized cost consist consists of placements with financial institutions and staff mortgage loans.

The estimated fair value of fixed interest earning placements is based on discounted cash flows using
prevailing money-market interest rates for the debts. The carrying amount represents the fair value which is
receivable on maturity. The estimated fair value of staff mortgage loans represents the market values of the
loans, arrived at by recalculating the carrying amount of the loans using the estimated market rate,

Trade receivables and other receivables
The carrying amounts of trade receivables and other receivables are reasonable approximation of their fair
values which are receivable on demand.

Bank overdrafts, trade payables, provision and other payables and finance lease

obligations

The carrying amounts of bank borrowings, trade payables, provision and other payables and finance lease
obligations are reasonable approximation of their fair values which are repayable on demand.

C Financial risks
The Group is exposed to the following categories of risk as a consequence of offering different financial
products and services by the Group:-

i Market risk
This reflects the possibility that the value of the Group's investments will fall as a result of changes in market
conditions, whether those changes are caused by factors specific to the individual investment or factors
affecting all investments traded in the market. The Group is exposed to this risk through its financial assets
and comprises of currency risk, interest rate risk and price risk.

110



Royal Exchange Plc

Annual Report & Financial Statements
31 December 2018
Currency risk
This is the risk of the fair value of financial instruments being affected by changes in foreign exchange rates.
The Group seeks to manage its exposures to risk through control techniques which ensure that the residual
risk exposures are within acceptable tolerances agreed by the Board. A description of the risks associated
with the Group's principal products and the associated control technigues is detailed below.

Foreign Currency risk

The Group accepts receipt of premiums in foreign currency, in addition to Naira, from its clients: hence,
exposures to exchange rate fluctuations arise. The Group is exposed to foreign currency denominated in
dollars through a domiciliary bank balance,

The Group has minimal EXposure to currency risk as the Group’s financial assets are primarily matched to the
same currencies as its insurance and investment contract liabilities, As a result, foreign exchange risk arises
from other recognized assets and liabilities denominated in other currencies

The carrying amounts of the Group’s foreign currency denominated assets and liabilities are as
follows:

Group
31 December 2018
Pounds

In thousands of Naira sterling Euro US Dollars Total
Assets (cash & cash equivalent) 98,639 3,535 287,923 390,097
Quoted equities 244,949 244,949
Loans and receivables >
Liabilities (5,166,855) (5,166,855;

98,639 3,535 (4,633,983) (4,531,809)

31 December 2017

Pounds
In thousands of Naira sterling  Euro  US Dollars Total
Assets (cash & cash equivalent) 628 38,058 8,327,441 8,366,128
Quoted equities = # 244,949 244,949
Loans and receivables = E S -
Liabilities 5 a5 (9,292,796) (9,292,796)

628 38,058 (720,405) (681,719)

Foreign currency sensitivity analysis

The following table details the Group’s sensitivity to a 10% increase and decrease in foreign currency rates
against the Naira. A 10% sensitivity rate is used when reporting foreign currency risk internally to key
management personnel and represents management's assessment of the reasonably possible change in foreign
exchange rates, For each sensitivity scenario, the impact of change in a single factor is shown, with other
assumptions or variables held constant.

31-Dec-18
Pounds

| In thousands of Naira sterling Euro US Dollars Total
10% increase 9,864 353 (463,398) (453,181)
10% decrease (9,864)  (353) 463,398 453,181
Impact of increase on:
Pre-tax profit (126,310)
Shareholders’ equity 4,646,159
Impact of decrease on:
Pre-tax profit /80,052
Shareholders’ equity 5,552,521
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in the impact on
realises the

The tax impact of foreign exchange results is generally 30% of the result. This is not included
shareholders equity as the final impact will depend on the tax status of the Company when it

impact of the foreign exchange results for tax.

31-Dec-17
Pounds

In thousands of Naira sterling Euro US Dollars Total
10% increase 63 3,806 (72,041) (68,172)
10% decrease (63) (3,806) 72,041 68,172
Impact of increase on:

Pre-tax profit = . - (899,932)
Shareholders’ equity “ A = 5,510,228
Impact of decrease on:

Pre-tax profit - - - (763,588)

| Shareholders’ equity - - - 5,646,572 |

Interest rates risk

The Group’s exposure to interest rate risk relates primarily to the market price and cash flow variability of

assets and liabilities associated with changes in interest rates.

Insurance liabilities and employee benefits do not form part of this profile. Although they are significant
liabilities subject to interest rate risk, they are not financial instruments within the scope of IFRS 7.
Changes in interest rates result to reduction in income ‘spread’ or the difference between the amounts that the

Group is required to pay under
intended to support obligations
components of the net income of insurers.

the contracts and the rate of return the Group is able to earn on investments
under the contracts. Investment spread is, arguably, one of the key

The Group’s mitigation efforts with respect to interest rate risk are primarily focused on maintaining an
investment portfolio with diversified maturities that has a weighted average duration or tenor approximately

equal to the duration of its liability cash flow

Also, the Group manages this risk by adopting close asset/liability matching criteria, to minimize the impact of

mismatches between asset and liability values arising from

Furthermore, the Group uses sensitivity analysis to measure the impact of
movements on the value of our financial assets scenarios,

interest rate movements.

interest rate changes and

The Group is very moderately exposed to interest rate risk as it invests in fixed income and money market

instruments,

Interest rate profile
At the end of the reporting period the interest rate

as reported to the Management of the Group are as stated below:

profile of the Group's interest bearing financial instruments

Group
Financial instruments

_In thousands of Naira Notes 31-Dec-18 31-Dec-17
Fixed Interest rate instructions
Cash and cash equivalents 5 15,045,878 12,020,853
Bonds: Annuity fund 8(b) 1,058,434 1,141,839
Federal government bonds 8(b)&(c) 430,182 356,966
Treasury bills 8(b)&(c) 1,072,539 2,186,699
Staff personal loans 8c 478 2,882
Staff mortgage loans 8c 112,480 104,266
Policy holders Loan 8c 58,399 39,699
Other loans and advances 8¢ 7,798 6,152
Loans and advances 6 900,852 1,173,612
Advances under finance lease T 166,608 203,410
Statutory deposits 20 555,000 555,000

19,408,648 17,791,378
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In addition to the financial instruments listed above, the Group has borrowings amounting to ®Sbillion
(2017:81.74 billion) and depositors funds amounting to #&1.6billion (2017: #1.45 billion). The impact on
interest sensitivity information below for borrowings is 0.5% of A90illion, which is #45million (2017: N8.72
million) while the impact on depositors funds is 0.5% of #§1.6 billion, which is #8million (2017; N7.28 million).

Company

Financial instruments

In thousands of Naira 31-Dec-18 31-Dec-17

Fixed interest rate

instructions

Cash and cash equivalents 332,963 83,667
332,963 83,667

In addition to the financial instruments listed above, the Company has borrowings amounting to N9.0billion

(2017: N1.61billion). The impact on interest sensitivity information below is 0.5% of N9.0billion, which is

Na5million (2017: N8.07m).

Interest rate sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for both derivative and
non-derivative instruments at the balance sheet date. A 0.5% increase or decrease is used when reporting interest
rate risk internally to key management personnel and represents management’s assessment of the reasonably

possible change in interest rates,

Group Group Company Company
_In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Increase in interest rate by 50 basis points (+0.5%) 97,043 88,957 1,665 418
Decrease in interest rate by 50 basis point (-0.5%) (97,043) (88,957) (1,665) (418)
Equity and profit after adjustments
Pre-tax profit 423,914 (742,803) (837,133) (399,251)
Shareholders’ equity 5,196,383 5,667,357 4,892,224 5,752,367
Equity and profit after adjustments
Pre-tax profit 229,828 (920,717) (840,463) (400,087)
Shareholders’ equity 5,002,297 5,489,443 4,888,895 5,751,531

The tax impact of interest rate movement is generally 30% of the result. This is not

included in the impact on

shareholders equity as the final impact will depend on the tax status of the Company when it realises the impact of

the interest rate results for tax purposes.

Equity price risk management

The Group is exposed to equity price risks arising from equity investments primarily from investments not held for
unit-linked business. The shares included in financial assets represent investments in listed securities that present

the Group with opportunity for return through dividend income and capital appreciation.

Equity investments designated as fair value through other comprehensive income are held for strategic rather than

trading purposes. The Group has no significant concentration of price risk.
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The carrying amounts of the Group’s equity investments are as follows:

Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Notes #'000 #'000 #'000 ¥'000
Equity Securities; - quoted (fair value
through profit or loss) 8(a) 998,183 1,216,464 24,772 27,798
Equity Securities; - unquoted (fair value
through Other Comprehensive Income) 8(b) 441,299 594,243 - =
Equity Securities; - quoted (available for
sale) 8(b) - 93,962 = (401,457)
1,439,482 1,904,669 24,772 (373,659)

Equity price sensitivity analysis
The sensitivity analyses set out below show the impact of a 10% increase and decrease in the value of equities on
profit before tax and shareholders’ equity based on the exposure to equity price risk at the reporting date

Group Group Company Company
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
#N'000 #®'000 §'000 N'000
10% increase 143,404 190,467 2,477 37,366
10% decrease (143,404)  (190,467) (2,477) (37,366)
Equity and profit after
adjustments
Pre-tax profit 470,275 (641,293) (836,321) (437,035)
Shareholders’ equity 5,242,744 5,768,867 4,893,037 5,714,583
Equity and profit after
adjustments
Pre-tax profit 183,467 (1,022,227) (841,275) 37,366
Shareholders’ equity 4,955,936 5,387,933 4,888,082 5,789,315

(ii) Credit risk
Credit risk refers to the risk that counterparties will default on their contractual obligations resuiting in
financial loss to the Group. The key areas of exposure to credit risk for the Group are in relation to its
investment portfolio, reinsurance program and receivables from reinsurers and other intermediaries.

Credit risk is the risk of suffering financial loss, should any of the Group's customers, clients or market
counterparties fail to fulfil their contractual obligations to the Group. Credit risk arises mainly from interbank,
commercial and consumer loans and advances, and loan commitments arising from such lending activities, but
can also arise from credit enhancement provided, such as credit derivatives (credit default swaps), financial
guarantees, letters of credit, endorsements and acceptances.

The Group is also exposed to ather credit risks arising from investments in debt securities and other
€xposures arising from its trading activities ('trading exposures') including non-equity trading portfolio assets.

The Group has adopted a policy of dealing with only creditworthy counterparties and obtaining sufficient
collateral where appropriate, as a means of mitigating the risk of financial loss from defaults. The Group
transacts with only entities that have an investment grade rating and above.

This information is supplied by independent rating agencies, where available, and if not available, the Group
uses other publicly available financial information and its own trading records to rate its major policyholders
and reinsurers

The Group's exposure and the credit ratings of its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread amongst approved counterparties. Credit exposure is
controlled by counterparty limits that are reviewed and approved by the risk management committee
periodically.

The Group does not have any significant credit risk exposure to any single counterparty or any group of
counterparties. Concentration of credit, otherwise known as single obligor credit, did not exceed 5% of gross
monetary assets at any time during the year. The credit risk on liquid funds and other near cash financial
instruments is limited because the counterparties are banks with high credit-ratings assigned by international
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credit-rating agencies.

The Group is exposed to credit risk via:

® Debt securities

» Reinsurance assets

= Loans and receivables to paolicyholders, agents and intermediaries
» Cash and cash equivalents

» Trade/insurance receivables

Expected credit loss

measurement

IFRS 9 outlines a 'three-stage' model for impairment based on changes in credit

quality since initial recognition as summarised below:

« A financial instrument that is not credit-impaired on initial recognition is classified in 'Stage 1' and has its
credit risk continuously monitored by the Group.

= If a significant increase in credit risk ('SICR') since initial recognition is identified, the financial instrument
is moved to 'Stage 2' but is not yet deemed to be credit-impaired. Please refer to note 53(c)(ii)(b) for a
description of how the Group determines when a significant increase in credit risk has occurred.

 If the financial instrument is credit-impaired, the financial instrument is then moved to 'Stage 3'. Please
refer to note 53(c)(ii)(b)(v) for a description of how the Group defines credit-impaired and default.

= Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of lifetime
expected credit losses that result from default events possible within the next 12 months. Instruments in
Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime basis. Please refer to
note 53(c)(ii)(c) for a description of inputs, assumptions and estimation techniques used in measuring the
ECL.

* A pervasive concept in measuring ECL in accordance with IFRS 9 is that it should consider forward-looking

information. Note 53(c)(ii)(d) includes an explanation of how the Group has incorporated this in its ECL
models.

s Purchased or originated credit-impaired financial assets are those financial assets that are credit-impaired
on initial recognition. Their ECL is always measured on a lifetime basis (Stage 3).

The following diagram summarises the impairment requirements under IFRS 9 (other than purchased or
originated credit-impaired financial assets):

Change in credit quality since initial recognition

Stage 1 Stage 2 Stage 3
(initial recognition) (Significant increase in credit risk since (Credit-impaired assets)
initial recognition)
12 month expected credit
losses Lifetime expected credit losses Lifetime expected credit losses

Significant increase in credit risk

The Group considers a financial instrument to have experienced a significant increase in credit risk when one
or more of the following quantitative, qualitative or backstop criteria have been met:

Quantitative criteria:
Where the days past due is greater than 30 days past due, the instrument is classified as stage 2.

Credit risk grades

The Group allocates each exposure to a credit risk grade based on independent rating by credit rating
agencies. Credit risk grades are defined using qualitative and quantitative factors that are indicative of risk of
default. These factors vary depending on the nature of the exposure and the type of borrower.

Significant increase in credit risk is also determined through the use of notch differences.

Each exposure is allocated to a credit risk grade at initial recognition based on available information about the
borrower. Exposures are subject to ongoing monitoring, which may result in an exposure being moved to a
different credit risk grade. The monitoring typically involves use of the following data.
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All exposures

Information obtained during
periodic review of customer files —
e.g. audited financial statements,
management accounts, budgets and
projections. Examples of areas of
particular focus are: gross profit
margins, financial leverage ratios,
debt service coverage, compliance
with covenants, quality of
management, senior management
changes
- Data from credit reference agencies,
press articles, changes in external
credit ratings
- Actual and expected significant
changes in the political, regulatory
and technological environment of the
borrawer or in its business activities

Qualitative criteria:

Internally collected data on
customer behaviour — e.qg.
utilisation of credit card facilities

+ Affordability metrics

External data from credit
reference agencies including
industry-standard credit scores

if the borrower meets one or more of the following criteria:

In short-term forebearance
Direct dehit cancellation
Extension to the terms granted

Previous arrears within the last [12] months

Significant increase in credit spread
Significant adverse changes in business, financial and/or economic conditions in which the borrower

operates

Actual or expected forebearance or restructuring

Actual or expected significant adverse change in operating results of the borrower
Significant change in collateral value (secured facilities only) which is expected to increase risk of

default

Payment record —this
includes overdue status as well
as a range of variables about
payment ratios

- Utilisation of the granted limit

Existing and forecast changes
in business, financial and
economic conditions

Early signs of cash flow/liquidity problems such as delay in servicing of trade creditors/loans

The assessment of SICR incorporates forward-looking information and is performed on a quarterly basis at a
counterparty level for financial instruments held by the Company. The criteria used to identify SICR are
monitored and reviewed periodically for appropriateness by the independent Credit Risk team.

Backstop

A backstop is applied and the financial instrument considered to have experienced a significant increase in
credit risk if the borrower is more than 30 days past due on its contractual payments.

Definition of default

The Company considers a financial asset to be in default which is fully aligned with the credit-impaired,
when it meets one or more of the following criteria:

Quantitative criteria

The borrower is more than 90 days past due on its contractual payments.

Qualitative criteria

The borrower meets unlikeliness to pay criteria, which indicates the borrower is in significant financial

difficulty. These are instances where:

The borrower is in long-term forebearance

The borrower is deceased
The borrower is insolvent

The borrower is in breach of financial covenant(s)
An active market for that financial asset has disappeared because of financial difficulties
Concessions have been made by the lender relating to the borrower's financial difficulty
It is becoming probable that the borrower will enter bankruptcy
Financial assets are purchased or originated at a deep discount that reflects the incurred credit losses.
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The criteria above have been applied to all financial instruments held by the Group and are consistent with
the definition of default used for internal credit risk management purposes. The default definition has been
applied consistently to model the Probability of Default (PD), Exposure at Default (EAD) and Loss given
Default (LGD) throughout the Group's expected loss calculations.

An instrument is considered to no longer be in default (i.e. to have cured) when it no longer meets any of the
default criteria for a consecutive period of three months. This period of three months has been determined
based on an analysis which considers the likelihood of a financial instrument returning to default status after
cure using different possible cure definition.

Measuring ECL - Explanation of inputs, assumptions and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month (12M) or Lifetime basis depending on
whether a significant increase in credit risk has occurred since initial recognition or whether an asset is
considered to be credit-impaired. Expected credit losses are the discounted product of the Probability of
Default (PD), Exposure at Default (EAD), and Loss Given Default (LGD), defined as follows:

* The PD represents the likelihood of a borrower defaulting on its financial obligation (as per “"Definition of
default and credit-impaired” above), either over the next 12 months (12M PD), or over the remaining lifetime
(Lifetime PD) of the obligation.

* EAD is based on the amounts the Group expects to be owed at the time of default, over the next 12
months (12M EAD) or aver the remaining lifetime (Lifetime EAD). For example, for a revolving commitment,
the Group includes the current drawn balance plus any further amount that is expected to be drawn up to the
current contractual limit by the time of default, should it occur.

* Loss Given Default (LGD) represents the Group's expectation of the extent of loss on a defaulted exposure.
LGD varies by type of counterparty, type and seniority of claim and availability of collateral or other credit
support. LGD is expressed as a percentage loss per unit of exposure at the time of default (EAD). LGD is
calculated on a 12-month or lifetime basis, where 12-month LGD is the percentage of loss expected to be
made if the default occurs in the next 12 months and Lifetime LGD is the percentage of loss expected to be
made if the default occurs over the remaining expected lifetime of the loan.

The ECL is determined by projecting the PD, LGD and EAD for each future month and for each individual
exposure. These three components are multiplied together and adjusted for the likelihood of survival (i.e. the
exposure has not prepaid or defaulted in an earlier month). This effectively calculates an ECL for each future
month, which is then discounted back to the reporting date and summed. The discount rate used in the ECL
calculation is the original effective interest rate or an approximation thereof,

The Lifetime PD is developed by applying a maturity profile to the current 12M PD. The maturity profile looks
at how defaults develop on a portfolio from the point of initial recognition throughout the lifetime of the
instruments. The maturity profile is based on historical observed data and is assumed to be the same across
all assets within a portfolio and credit grade band.

The 12-month and lifetime EADs are determined based on the expected payment profile, which varies by
product type.

* For amortising products and bullet repayment loans, this is based on the contractual repayments owed by
the borrower over a 12month or lifetime basis. This will also be adjusted for any expected overpayments
made by a borrower, Early repayment/refinance assumptions are also incorporated into the calculation,

* For revolving products, the exposure at default is predicted by taking current drawn balance and adding a
“credit conversion factor” which allows for the expected drawdown of the remaining limit by the time of
default. These assumptions vary by product type and current limit utilisation band, based on analysis of the
Group's recent default data.

The 12-month and lifetime LGDs are determined based on the factors which impact the recoveries made post
default. These vary by product type.

*For secured products, this is primarily based on collateral type and projected collateral values, historical
discounts to market/book values due to forced sales, time to repossession and recovery costs observed.

* For unsecured products, LGD's are typically set at product level due to the limited differentiation in
recoveries achieved across different borrowers. These LGD's are influenced by collection strategies, including
contracted debt sales and price.

Forward-looking econamic information is also included in determining the 12-month and lifetime PD, EAD and
LGD. These assumptions vary by product type. Refer to note 53(c)(ii)(d) for an explanation of forward-
looking information and its inclusion in ECL calculations.

The assumptions underlying the ECL calculation — such as how the maturity profile of the PDs and how
collateral values change etc. - are monitored and reviewed on a periodic basis.
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There have been ng significant changes in estimation technigues or significant assumptions made during the
reporting period.

Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECL both incorporate forward-looking information. The Group
has performed historical analysis and identified the key economic variables impacting credit risk and
expected credit losses for each portfolio. These economic variables and their associated impact on the PD,
EAD and LGD vary by financial instrument. Expert judgment has also been applied in this process,

In addition to the base economic scenario, the Group also provide other possible scenarios along with
scenario weightings. The number of other scenarios used is set based on the analysis of each major product
type to ensure non-linearities are captured. The number of scenarios and their attributes are reassessed at
each reporting date. The scenario weightings are determined by expert credit judgement, taking account of
the range of possible outcomes each chosen scenario is representative of, The assessment of SICR Is
performed using the Lifetime PD under each of the base, and the other scenarios, multiplied by the
associated scenario weighting, along with qualitative and backstop indicators (see note 53(c)(ii)(b). This
determines whether the whole financial instrument is in Stage 1, Stage 2, or Stage 3 and hence whether 12-
month or lifetime ECL should be recorded. Following this assessment, the Group measures ECL as either a
probability weighted 12 month ECL (Stage 1), or a probability weighted lifetime ECL (Stages 2 and 3). These
probability-weighted ECLs are determined by running each scenario through the relevant ECL model and
multiplying it by the appropriate scenario weighting (as opposed to weighting the inputs).

As with any economic forecasts, the projections and likelihoods of occurrence are subject to a high degree of
inherent uncertainty and therefore the actual outcomes may be significantly different to those projected. The
Group considers these forecasts to represent its best estimate of the possible outcomes and has analysed the
non-linearities and asymmetries within the Group’s different portfolios to establish that the chosen scenarios
are appropriately representative of the range of possible scenarios.
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Royal Exchange Plc

Annual Report & Financial Statements
31 December 2018

Write-off policy

The Group writes off financial assets, in whole or in part, when it has exhausted all practical
recovery efforts and has concluded there is no reasonable expectation of recovery. Indicators that
there is no reasonable expectation of recovery include (i) ceasing enforcement activity and (ii)
where the Group'’s recovery method is foreclosing on collateral and the value of the collateral is
such that there is no reasonable expectation of recovering in full.

Modification of financial assets

The Group sometimes modifies the terms of loans provided to customers due to commercial
renegotiations, or for distressed loans, with a view to maximising recovery.

Such restructuring activities include extended payment term arrangements, payment holidays and
payment forgiveness. Restructuring policies and practices are based on indicators or criteria
which, in the judgement of management, indicate that payment will most likely continue. These
policies are kept under continuous review.
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Royal Exchange Pic

Annual Report & Financial Statements
31 December 2018

Liquidity risk
The Group’s principal objective in managing its liquidity and capital resources is to
maximize the returns on capital to shareholders, while enabling it to pay claims, pay
dividends, pay staff and fulfil statutory obligations to regulators and the different tiers of

government in the environment in which it operates. Effective and prudent liquidity is a
priority across the Group.

Management monitors the liquidity of the Group on a daily basis and projects her financial
needs over a multi-year time horizon through its quarterly budget and review process.
Management believes that the cash flows from the sources of fund available to the Group
are sufficient to satisfy the current liquidity requirements of the Group, including under
reasonably foreseeable stress scenarios.

In managing liquidity (and of course, capital), the Group seeks to:

- Match the profile of assets and liabilities, taking into account the risks inherent in each
line of product;

- Maintain financial strength to support new business growth whilst still satisfying the
requirements of policyholders and regulators;

- Retain financial flexibility by maintaining strong liquidity, and;

-Allocate liquid resources efficiently to support growth while paying claims and other
commitments promptly.

Sources of Liquidity

In managing cash flow position, the Group has a number of sources of liquidity, including
the following principal sources:

- Premium Income;

-Investment income

-Investment maturities

Application of funds

The principal uses of our liquidity include:

- Payment of Claims

- Staff benefits;

- Purchase of investments’ and;

- Payment in connection with financing activities.

In practice, most of the Group’s assets are marketable securities which could be converted
into cash when required.

Maturity Profile
The following table shows the Group’s expected maturity for its non-derivative assets. The
table has been drawn up based on the undiscounted contractual maturities of the assets
including interest that will be earned on those assets except where the Group anticipates that
the cash flow will occur in a different period. Reinsurers’ share of unearned premiums are
excluded from this analysis.

It also shows details of the expected maturity profile of the Group’s undiscounted obligations
with respect to its financial liabilities and estimated cash flows of recognized insurance
contract liabilities. It includes both interest and principal cash flows.

It should be noted that Unit-linked assets and liabilities and reinsurers’ share of unearned
premiums are excluded from this analysis.
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Insurance risk management

The Group accepts insurance rigk through its insurance contracts and certain investment contracts where it
assumes the risk of losg from persons or organisations that are directly subject to the underlying loss. The Group
is exposed to the uncertainty surrounding the timing, frequency and severity of claims under these contracts.

Regulatory capital is also managed (though not exclusively) by reference to the insurance risk to which the
Group is exposed,

Non-life insurance

The Group writes fire, general accident, oil & gas, engineering, bond, marine and motor risks primarily over a
twelve month duration (usually longer for engineering policies). The most significant risks arise from natural
disasters, climate change and other catastrophes (j.e. high severity, low frequency events). A concentration of
risk may also arise from a single insurance contract issued to a particular demographic type of policyholder,
within a geographical location or to types of commercial business. The relative variability of the outcome is
mitigated if there is a large portfolio of similar risks.

The concentration of non-life insurance by the location of the underlying risk is summarised below by reference
to liabilities,

In Thousands of Naira Gross Reinsurance Net

31-Dec-18 31-Dec-17 31-Dec-18  31-Dec-17 31-Dec-18 _ 31-Dec-17
N
Within Nigeria 5,318,102 5,446,009 2,709,833 2,212,548 2,608,269 3,233,461

Outside Nigeria - - - - - -
-——__._9.______————-—-_____________—-—__________ = St
5,318,102 5,446,009 2,709,833 2,212,548 2,608,269 3,233,461
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The concentration of non-life insurance by type of contract is summarised below by reference to liabilities.

In Thousands of Naira Gross Reinsurance Net
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17
Fire 2,156,893 2,089,367 1,538,463 1,345,788 618,430 743,579
Accident 579,206 412,026 117,209 72,815 461,997 339,211
Motor 842,811 962,162 78,635 101,085 764,176 861,077
Marine 296,000 449,537 101,328 126,007 195,272 323,530
Oil and gas 1,251,627 1,396,351 727,581 479,595 524,046 916,756
Engineering 162,726 126,916 132,452 82,000 30,274 44,916
_Bond 28,239 9,650 14,165 5,258 14,073 4,392

5,318,102 5,446,009 2,709,833 2,212,548 2,608,269 3,233,461
Outstanding claims:
Fire 1,874,926 1,679,242 1,431,344 1,173,325 443,582 505,917
Accident 428,821 255,431 61,871 41,502 366,950 213,929
Motor 414,051 428,064 59,805 73,563 354,246 354,501
Marine 181,361 217,338 77,333 85,669 104,028 131,669
0il and gas 747,320 801,783 474,924 121,596 272,396 680,187
Engineering 74,017 98,415 50,735 69,493 23,282 28,922
Bond 24,835 8,754 12,417 4,813 12,418 3,941

3,745,331 3,489,027 2,168,430 1,569,958 1,576,902 1,919,066
Unexpired risk:
Fire 281,965 410,125 107,119 172,463 174,846 237,662
Accident 150,386 156,595 55,338 31,313 95,048 125,282
Mator 428,760 534,098 18,830 27,522 409,930 506,576
Marine 115,240 232,199 23,994 40,338 91,245 191,861
Oil and gas 504,308 594,568 252,657 357,999 251,651 236,569
Engineering 88,709 28,501 81,717 12,507 6,992 15,994
Bond 3,404 896 1,748 428 1,656 468
Total 1,572,772 1,956,982 541,403 642,570 1,013,368 1,314,412

Reserving Methods and Assumptions
To ensure the estimates calculated are not biased by the underlying assumptions of the model chosen, four
different deterministic methods method were considered:

Chain ladder Method

The Basic Chain Ladder Method (BCL):

The Basic Chain Ladder method forms the basis to the deterministic reserving methods explained below. For
each class of business, historical paid claims were grouped into accident year cohorts-representing when they
were paid after their accident year. These cohorts form the development triangles. Each accident years, paid
claims were accumulated to the valuation date and projected into the future to attain the expected ultimate
claim arising in the year., This assumes the trends observed in the historical data will continue. The gross claim
reserve is calculated as the difference between the cumulated paid claims and the estimated ultimate claims.

The Inflation Adjusted Chain Ladder Method (IACL):

Under this method, the historical paid losses were adjusted to allow for inflation to the valuation date using the
corresponding inflation index in each of the accident years. The inflation adjusted claims were then treated
similarly to the Basic Chain Ladder described above. The projected incremental paid claims are then inflated
based on our future inflation assumption to the expected future payment date,

Discounted Basic Chain Ladder (BCL) and Inflation Adjusted

Basic Chain Ladder (IABCL)

Historical claims paid were grouped into 10 years cohorts- representing when they were paid after the
underwriting year. This is the discounted form of the BCL and IABCL. In determining the value, the future
expected cash flaw for claim payments is discounted to present day terms using our assumed discount rate.

Loss Ratio Method

Under this method the Ultimate claims is obtained by studying the historical loss ratios, investigating any
differences and using judgments to derive a loss ratio. Paid claims already emerged were deducted from the
estimated Ultimate claims to obtain the reserves.
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c Bornhuetter-Ferguson Method
This method combines the estimates attained from the Chain Ladder and Loss Ratio methods. The BF method
takes a weighted average of the two estimates, where the weights are related to the number of claims already

reported. Therefore, the more past information there ig available, the higher the weighting given to the chain
ladder estimate,

Frequency and Severity Method

This method investigates the trend of the claim frequency and average cost per claim for each accident year. An
average of the fully run off accident years was used as @ guide on the ultimate claim frequency and ultimate
average cost which was then adopted for the accident years that are not fully run off.

Method selected- Discounted IABCL

The IBNR reserves are determined using deterministic calculations which provide a “best estimate” of the
reserve. The “best-estimate” js determined by applying a combination of the Chain Ladder ("CL") and the
Bornhuetter—Ferguson ("BF") methods to attractional paid claims triangles. The combination between a CL and
BF  methods aims to reflect the reliability of information  when estimating the IBNR,
For earlier accident years, where the development is reasonably mature, a CL approach was used which relied
more heavily on the data to set the ultimate level of claims, For later accident periods where there still exists a
large degree of Uncertainty about the ultimate level of claims and the reported to date is a less reljable estimate
of the ultimate loss, a BF method is used which makes use of an estimate of the ultimate loss ratio.

Assumptions underlying the Valuation Methods
I Policies are written uniformly throughout the year for each class of business.
i Claims oceur unifermly throughout the year for each class of business, This implies that claims occur on average
halfway through year
ili - Future claims follow a regression pattern from the historical data. Hence payment patterns will be broadly
similar in each accident year. The proportionate increase in the known cumulative payments from one
development year to the next is used to calculate the expected cumulative payments for the future
development periods
iv. An implicit assumption of the chain ladder ig that weighted past average inflation will remain unchanged in to
the future
v We assume gross claim amount includes all related claim €xpenses. If this is not the case, the Group will hold a
Separate reserve to cover claim expenses
vi The UPR is calculated on the assumption that risk will occur evenly during the duration of the policy
Vii  Under the Average Cost per claim method used in estimating large losses, the Group assumed the early years
(e.g. accident years 2007, 2008) are fully developed
vili - The run off period is ten (10) years and hence the method assumes no more claims will be paid subsequently.

(b) Life insurance and investment contracts with discretionary participating features (DPF)
The Group writes life, annuities, and investment-linked contracts with or without discretionary participating
features (DPF). The most significant risks arise from mortality, persistency, longevity, morbidity, expense
variations and investment returns.

Concentration of insurance risk

Concentration of risk may arise from geographic regions, epidemics, accumulation of risks and market risk. The
concentration of life insurance and investment contracts with DPF by location of the underlying risk is
summarized below by reference to liabilities.

In thousands of Naira Gross Reinsurance Net
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec=17

Life Insurance:

Within Nigeria 5,486,878 5,746,583 464,841 598,553 5,022,037 5,148,030
_Qutside Nigeria - — = | =
5,486,878 5,746,583 464,841 598,553 5,022,037 5,148,030
_Iﬁvestment contracts with
DPF:
Within Nigeria 302,424 293,555 - 302,424 293,555

Outside Nigeria 4 - =
302,424 293,555 - 2o J02404 293,555
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In Thousands of Naira Gross Reinsurance Net

31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Life Insurance:

Protection 6,157,413 3,084,622 174,748 240,140 5,982,665 2,844,482
Pensions = = - - -
Annuities 1,058,434 1,142,150 = < 1,058,434 1,142,150
_Others - - = - - - -
Total Life insurance 7,215,847 4,226,772 174,748 240,140 7,041,099 3,986,632

Investment contracts with

DPF 302,424 293,555 = 2 302,424 293,555

Assumptions and sensitivities

The risks associated with the life insurance and investment contracts with DPF are complex and subject to a
number of variables which complicate quantitative sensitivity analysis, The key assumptions in quantifying these

liabilities include mortality, persistency, longevity, morbidity, expense variations, investment return and discount
rates.

Some results of sensitivity testing are set out below showing the impact on profit before tax and shareholders’
equity before and after reinsurance. For each sensitivity scenario, the Impact of a change in a single factor is
shown, with other assumptions or variables unchanged.

In thousands of Naira Pre-tax profit Shareholders’ equity
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-2017

Life insurance:

5% increase in mortalftyfmarbidity

Gross (2018: Nil: 2017: Nil) -

Net (2018: N3,726:; 2017:N4,132) 7,458 (641,797) 2,176,794 2,267,255

5% increase in longevity

Gross =

Net -

10% increase in expenses

Gross (2018: Nil; 2017: Nil) =

Net (2018:N3,754; 2017: N4,163) 7,430 (641,828) 2,176,766 2,267,224

1% increase in interest rates

Gross (2018: Nil: 2017: Nil)

Net (2018: N3,622; 2017:N4,008) 7,562 (641,673) 2,176,898 2,267,379

Claims on life insurance contracts are payable on a claims-occurrence basis and the Group is liable for all
insured events that occurred during the term of the contract. There is however, uncertainty in the estimation of
future benefits payments arising from the unpredictability of long term changes in overall levels of mortality

Changes may occur in the amount of the Group’s obligations at the end of a contract period. In setting clalms
provisions, the Group gives consideration to the probability and magnitude of future claims experience being
more adverse than assumed and exercises a degree of caution in setting reserves where there is considerable
uncertainty.

The Group has taken advantage of the transitional rules of IFRS 4 that permit only five years of information to be

disclosed upon adoption of IFRS.

The following table shows the estimates of cumulative incurred claims, including both claims notified and IBNR
for each successive year at each reporting date, together with cumulative payments to date with respect to
short-term insurance contract,
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Incremental Chain laddeLYearly Projections (N)

Accident Year 0 i 2 3 4
2007 122,700 | 34,905 577 _3,634] 1,062
2008 . 45,486 45,342 29,838 | 1,256 | 2,379
2009 25378 | 54,498 | 31,968| 18.099| 2.679
2010 51,891 93,022 27,854 11,738 15,333
2011 76,113 | 70,612 52,699 43,993 | 10.754 |
2012 | 84,733 | 171,188 | 47,664 | 46,107 | 47,213 |

| 2013 ! 228,475 | 243,203 52,792 | 26,114 26,714
2014 313,679 | 431,806 | 176,710 | 119,421 53106
2015 625,063 | 334,756 | 246,959 | 104,672
2016 481,742 | 318,491 | 256,006 |
2017 388,002 | 492,764 | i

| 2018 541,902 | i' ]
The company is not exposed to any insurance risk,

Segment reporting

IFRS 8 requires operating segments to be identified on the basis of internal reports about components of the
Group that are regularly reviewed by the Chief Executive to allocate resources to the segments and to assess
their performance. In contrast, the predecessor standard (IAS 14 Segment Reporting) required the Group to
identify two sets of segments (business and geographical), using a risks and rewards approach. The Group
has adopted IFRS g Operating Segments reporting.

Following adoption of IFRS 8, the Group's reportable segments have not changed as the business segments
reported to the monthly executive committee follow clear business lines with distinct risk and rewards which
formed the basis under IAS 14,

The Group's r

eportable segments under IFRS 8 are therefore identified as follows:

- Non-life insurance;
- Life insurance;
- Financial services;

- Healthcare;

and

- Asset management;

The accounting policies of the reportable segments are the same as the Group’s accounting policies. Segment

profit represe
finance costs
of resource al

nts the profit earned by each segment without allocation of central corporate expenses, certain
and tax expense. This Is the measure reported to the Group’s Chief Executive for the purposes
location and assessment of segment performance.

Operating segment
The group has the following five operating segments; all corresponding with the activities of one or two

subsidiaries:

Non-life insurance - consists of Royal Exchange General Insurance Company Limited
Life insurance - consists of Royal Exchange Prudential Life Plc

Financial serv

ices - consists of Royal Exchange Plc and Royal Exchange Microfinance Bank Limited

Health insurance - consists of Royal Exchange Healthcare Limited
Asset management- consists Royal Exchange Finance Company Limited is the only subsidiary in the asset

management

segment

Reference is made to note 9 for the required quantitative disclosures under IFRS 8,
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Geographical information
The Group's revenue and information about its segment net assets by geographical location are as follows:

In thousands of Naira Revenue Net assets
31-Dec-18 31-Dec-17 31-Dec-18 31-Dec-17

Within Nigeria 4,356,080 2,413,399 5,099,340 5,578,400

Outside Nigeria s = = S
4,356,080 2,413,399 5,099,340 5,578,400

Related Parties

The Group’s related parties have been considered to be entities that the Group has control or influence over,
key management personnel and persons connected with them. The key management personnel have been
identified as the executive and non-executive directors of the Group. Close members of family are those
family members who may be expected to influence or be influenced by that individual in their dealings with
the Group. Balances and transactions between the Group and its subsidiaries, which are related parties of the
Group, have been eliminated on consolidation and are not disclosed in this note. Details of transactions
between the Group and other related parties are disclosed below:

Transactions with related parties

The Group enters into transactions with its subsidiaries, assoclates, joint ventures and its key management
personnel in the normal course of business. The transactions and balances below concern mainly banking,
insurance and administrative transactions. The banking and insurance transactions are done in the ordinary
course of business against a pricing that considers related party relationship. For transactions with key
management personnel, see note 61.

In Thousands of Naira Relationship 2018 2017

Royal Exchange PLC
Bank balances

Royal Exchange Microfinance Bank Ltd Subsidiary 6,685 12,790
Payables

Royal Exchange General Insurance Company Limited Subsidiary = 2,173,342
Royal Exchange Prudential Plc Subsidiary : 1,088,397
Royal Exchange Finance Company Limited Subsidiary 10,453 8,115
Receivables

Royal Exchange Microfinance Bank Ltd Subsidiary 1,803 =
Royal Exchange Prudential Life Plc Subsidiary 19,650 -
Royal Exchange Healthcare Ltd Subsidiary 66,298 55,214
Royal Exchange General Insurance Company Limited Subsidiary 78,068 -

Premium paid

Royal Exchange Prudential Ple Subsidiary 1,921 115
Royal Exchange Healthcare Ltd Subsidiary 303 1,786
Loans

Royal Exchange Finance Company Limited Subsidiary 68,639 7,367

Finance Lease
Royal Exchange Finance Company Limited Subsidiary 77,051 83,300

Management fees received
Royal Exchange General Insurance Company Limited Subsidiary 116,617 153,820
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_In thousands of Naira Relationship 2018 2017
Royal Exchange Prudential Plc Subsidiary 87,659 118,221
Solicitor’s fee paid
Punuka Attorneys and solicitors Director - 1,405

Royal Exchange General Insurance Company Limited

Bank Balance with Royal Exchange Microfinance Bank - (9,477)
Deposit fund with Royal Exchange Prudential Pic - 269,335
Deposit fund with Royal Exchange Finance Company Limited 31,708 61,164
Deposit fund with Royal Exchange Microfinance Bank Limited = -
Finance lease obligation to Royal Exchange Finance Limited 49,473 89,061
Overdraft facility with Royal Exchange Microfinance Bank Ltd (54,220) (49,068)
Royal Exchange Prudential Life Plc

Bank/(Bank Overdraft) Balance with Royal Exchange Microfinance Bank 21,943 1,773
Finance lease obligation to Royal Exchange Finance and Asset Management

Ltd 67,086 44,512
Borrowings with Royal Exchange Finance Company Ltd 24,061

Royal Exchange Finance Company Ltd.

Bank Balance with Royal Exchange Microfinance Bank 5,894 10,000
Royal Exchange Healthcare

Limited

Bank overdraft balance with Royal Exchange Microfinance

Bank (6,450) 6,321

The Group considered the outstanding balances at the reporting date are unsecured and non-interest
bearing. The settlements will invalve physical delivery of cash.

57 Statement of Prudential Adjustments

In accordance with the Regulatory guidelines released by both CBN/NDIC, provisions for loan losses recognized
in the income statement shall be determined based on the requirements of IFRS. The IFRS impairment should
be compared with provisions determined under the CBN Prudential guidelines and the expected impact/changes
in general reserves should be treated as follows:

(a) If prudential provision is higher than IFRS impairment; Transfer the difference from general reserve to a non-
distributable regulatory reserve.

(b) If prudential provision is less than IFRS impairment; Transfer the excess from the non-distributable regulatory
reserve to the general reserve to the extent of the non-distributable reserve previously recognized.

Group Group

_In thousands of Naira 31-Dec-18 31-Dec-17

Loans and advances to customers

ECL impairment (see note 6) 172,248 182,506

Advances under finance lease

Impairment allowance (see note 7) 23,000 23,000

Total impairment allowance (a) 195,248 205,506
_Total impairment based on prudential guidelines (b) - 731,883

Regulatory risk reserve (c = b - a) (195,248) 526,377

58 Contingencies and Commitments

(a) Commitments for expenditure
The Group has no commitment for capital expenditure at the reporting date.,
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Contingencies and commitments

Contingent liabilities

In thousands of Naira 31-Dec-18 31-Dec-17
§N'000 #'000
Legal proceedings and litigations 3,499,675 2,307,052

Tax PAYE for 2014 tax audit 25,200 25,200

3,524,875 2,332,252

There are certain pending litigations in some courts of law in Nigeria involving the Group and the Group either
as plaintiff or defendant. However, nine cases have been decided against the Group and necessary accruals
have been made in the financial statements. The actions are being vigorously contested and the Directors are

of the opinion that no significant liability will arise therefrom in excess of the provision made in the financial
statements.

Contingent assets

_In thousands of Naira 31-Dec-18 31-Dec-17
#'000 N'000
Legal proceedings 11,672 25,181
11,672 25,181

Events after the reporting period

The InsuResilience Investment Fund (IIF) set up on behalf of German government by KfW and managed by
Swiss based impact Investment Manager, Blue Orchard Finance Limited have signed an agreement with Royal
Exchange General Insurance Company Limited (REGIC) according to which IFF will acquire a 39.25% equity
stake in REGIC.

Fiduciary Activities

The Company acts as a custodian, trustee or in other fiduciary capacity that results in its holding, placing or
performing oversight functions over assets on behalf of its clients.

The Company performs oversight and monitoring functions over two mutual funds. Its responsibilities have
been defined in the Directors’ report.

Other assets held on behalf of clients represents unclaimed debentures which have matured and are yet to be
claimed by the debenture holders as at reporting date. These assets are excluded from these financial
statements, as they are not assets of the Company. The analysis of these assets are as shown below:

Company Company

In thousands of Naira 31-Dec-18 31-Dec-17
Funds Under Management

Clients’ Federal Government Bonds 30,993 33,103
Clients” Commercial Papers 240,550 222,125
Clients" Treasury Bills 82,399 56,305
Clients’ Bank balances 516 50

354,458 311,582

Clients’ Payables - =
Management Fees Payable = =
354,458 311,582
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61 Compensation of key management personnel

Key management personnel of the Company includes all directars,
management. The summary of compensation of key management

(a) | Chairman and directors’ emoluments:

executive and non-executive, and senjor
personnel for the year is as follows:

e

(i) | Emoluments
In thousands of Naira Group Group Company Company
e 31-Dec-18  31-Dec-17 31-Dec-18 31-Dec-i4
Non-executive directors: .
Directors’ fees 10,168 1,420 1,570 1,420 '
Sitting allowance 19,342 21,853 19,342 20,228
Other allowances 84,108 86,349 84,108 86,349
113,618 109,622 105,020 107,997
Executive Directors:
Executive Compensation 34,152 40,153 34,152 40,153
Post-employment benefits 1,979 2787 1,979 2,371
36,131 42,524 36,131 42,524
Chairman 14,344 15,702 14,344 15,235
Other directors 99,274 136,444 90,676 102,540 |
113,618 152,146 105,020 117,775_{
[ The highest paid director 47,240 53,407 47,240 53,40ﬂ
(i) _Number of directors (excluding the chairman) within the following emolument range
Group Group Company Company
i 31-Dec-18 31-Dec-17 31-Dec-18  31-Dec-17
400,000 - 500,000 - = = -
500,001 - 600,000 - " -~ =
2,000,001 - 5,000,000 g 1 - .
Above 5,000,000 8 8 7
(b) Staff
Average number of persons employed in the financial year and the related staff cost were as follows:
Group Group Company Company
31-Dec-18  31-Dec-17 31-Dec-18 31-Dec-17
Managerial 23 24 2 1
Senior staff 246 296 4 7
Junior staff 27 73 1 1
296 393 7 9
(i) _Staff costs ; e = —,
In thousands of Naira Group Group Company | Company |
31-Dec-18 31-Dec-17 31-Dec-18  31-Dec-17
Salaries , wages and allowances 56,729 1,680,169 89,707 83,584
_Pensjon cost 10,290 86,351 - =
67,019 1,766,519 89,707 83,584

(i) Pension scheme

At January 7,361 - - =
Provision in the year 10,963 86,351 - &
_Remittance to pension fund administrators (11,913) (81,808) = -
At December 31 6,411 4,543 - -
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The number of employees in receipt of emoluments including allowances within the following ranges were:

Group Group Company Company
N 31-Dec-18  31-Dec-17 31-Dec-18  31-Dec-17
Number Number Number Number

Below 400,000 - i - -
400,001 - 500,000 1 18 = =
500,001 - 600,000 - - - -
600,001 - 700,000 2 5 - -
700,001 - 800,000 5 3 1 1
800,001 - 900,000 5 = =
900,001 - 1,000,000 8 ] - -
1,000,001 - 2,000,000 70 80 1 1
2,000,001 - 3,000,000 78 146 1 2
3,000,001 - 4,000,000 40 27 - 2
4,000,001 - 5,000,000 33 42 1 1
5,000,001 - 6,000,000 15 27 - =
6,000,001 - 7,000,000 7 20 = =
7,000,001 - 8,000,000 11 4 4 1
8,000,001 - 9,000,000 7 8 = -
9,000,001 - 10,000,000 2 1 i =
10,000,001 - 12,000,000 5 5 1 =
12,000,001 - 20,000,000 5 3 = >
20,000,001 - 30,000,000 1 1 1 24

296 393 7 9
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OTHER NATIONAL DISCLOSURES
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GROUP
Restated |
[In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-16 31-Dec-15 31-Dec-14
Assets
Cash and cash equivalents 15,896,872 12,505,923 11,105,440 7,035,842 6,635,540
Loans and advances to customers 900,852 1,173,612 992,011 1,278,434 1,083,876
Advances under finance lease 166,608 203,410 206,890 123,269 102,980
Financial assets 4,160,610 5,561,773 5,632,949 3,448,883 4,024,087
Trade receivables 499,382 92,424 247,851 528,399 319,428
Reinsurance assets 3,174,674 2,794,485 2,660,526 1,889,750 1,916,261
Deferred acquisition cost 261,631 295,829 351,076 382,490 366,892
Other receivables and prepayments 815,179 800,429 436,881 387,396 476,235
Investment in associates 213,295 193,617 179,146 274,088 295,250
Investment properties 5,998,300 5,431,182 5,419,858 6,807,743 7,722,739
Property and equipment 1,468,405 2,136,567 2,283,270 2,219,584 1,673,178
Intangible assets 15,020 29,435 33,116 39,088 46,863
Employees retirement benefit asset
(Net) 283,850 258,135 234,011 154,016 170,199
Statutory deposits 555,000 555,000 555,000 555,000 555,000
Deferred tax assets 133,275 267,386 365,065 427,621 640,445
Assets classified as held for sale 973,639 973,639 973,639 973,639 =
Deposit for shares - = 2 gl =
_Total assets 35,516,592 33,272,846 31,676,729 26,525,242 26,028,973
Liabilities
Bank borrowing 8,865,661 1,743,156 2,585,324 1,020,083 1,051,959
Deferred income 144,133 143,798 162,942 122,169 102,234
Trade payables 5,583,929 10,159,430 8,355,104 5,387,629 5,151,843
Other liabilities 1,870,374 1,608,666 1,616,032 1,469,737 1,233,863
Depositors' funds 1,567,480 1,446,763 1,203,456 1,196,324 1,032,616
Insurance contract liabilities 11,018,012 11,337,881 10,158,280 8,263,204 7,004,226
Investment contract liabilities 302,424 293,555 339,456 336,271 257,963
Dividend payable = - - = -
Current income tax liabilities 698,816 608,472 537,200 488,713 502,951
Employees retirement benefit
liability 30,239 38,458 39,269 570,008 545,206
Deferred tax liabilities 336,184 314,267 299,530 244,868 172,495
Total liabilities 30,417,253 27,694,446 25,296,593 19,099,006 17,145,356
Equity
Share capital 2,572,685 2,572,685 2,572,685 2,572,685 2,572,685
Share premium 2,690,936 2,690,936 2,690,936 2,690,936 2,690,936
Contingency reserve 2,409,567 2,046,612 1,728,852 1,422,919 1,176,375
Treasury shares (500,000) (500,000) (500,000) (500,000) (500,000)
Retained earnings (2,733,019) (1,967,362) (647,828) 834,374 2,657,434
Other component of equity 659,170 735,529 535,491 _405,322 286,187
Total equity 5,099,339 5,578,400 6,380,136 7,426,236 8,883,617
_Total equity and liabilities 35,516,592 33,272,846 31,676,729 26,525,242 26,028,973
Statement of Profit or Loss and Other Comprehensive Income |
Restated l
[ In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-16  31-Dec-15 31-Dec-14 |
Gross premium 14,712,798 12,822,219 12,517,381 10,790,628 9,425,451
_Net income 4,356,080 2,413,399 2,724,161 2,377,409 3,391,805
Profit/ (loss) before taxation 326,871 (682,127) (743,838) (896,961) 304,730
Income tax expense (483,047) (287,516) (236,414) (401,999) (13,100)
_Profit/(loss) after taxation (156,176) (969,643) (980,252)  (1,298,960) 291,630
Earnings/(loss) per share (kobo) (3) (19) (19) (25) 3

162



Financial Summary

Royal Exchange Pic

Annual Report & Financial Statements
31 Decemnber 2018

COMPANY
Restated |
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-16 31-Dec-15 31-Dec-14
Assets
Cash and cash equivalents 344,674 112,363 127,279 105,452 48,606
Financial assets 27,787 44,747 . 82,644 17,935 =
Investment in Subsidiaries 10,989,990 10,239,990 8,689,990 8,660,464 8,660,464
Deposit for Investment in Subsidiaries 3,000,000 - - » =
Other receivables and prepayments 456,003 210,098 319,967 79,119 81,920
Property and equipment 28,770 91,736 90,195 26,600 17,488
Intangible assets - 5,513 - - -
_Deposit for shares & - 500,000 - -
Total assets 14,847,224 11,454,447 9,810,075 8,889,570 8,809,478
Liabilities
Bank borrowing 8,984,800 1,613,723 2,482,327 872,257 1,106,011
Other liabilities 667,778 3,784,039 920,200 1,199,985 672,377
Current income tax liabilities 303,576 303,661 255,109 255,109 255,109
Employees retirement benefit liability 512 1,076 883 43,329 24,374
Total liabilities 9,956,666 5,702,498 3,658,519 2,370,680 2,057,871
Equity
Share capital 2,572,685 2,572,685 2,572,685 2,572,685 2,572,685
Share premium acecount 2,690,936 2,690,936 2,690,936 2,690,935 2,690,936
Retained earnings (375,617) 486,445 886,114 1,254,849 1,487,563
Other component of equity 2554 1,883 1,821 420 423
Shareholders' funds 4,890,558 5,751,949 6,151,556 6,518,890 6,751,607
Total equity and liabilities 14,847,224 11,454,447 9,810,075 8,889,570 8,809,478
Statement of Profit or Loss and Other Comprehensive Income
Restated |
In thousands of Naira 31-Dec-18 31-Dec-17 31-Dec-16 31-Dec-15 31-Dec-14
Net (loss)/income (271,341) 572,237 81,289 223,669 549,855
(Loss)/profit before taxation (838,798) (351,118) (368,735) (116,707) 150,093
Income tax expense (6,686) (48,551) - (13,100) (31,606)
(Loss)/profit after taxation (845,484) (399,669) (368,735) (129,807) 118,487
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