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Chairperson’s statement
Introduction

2024 was a year for consolidation of the Company's milestones reached in its years of full operation so far.
The company posted yet another impressive performance for the year with a growth of 17.42% in gross
written premium from Ushs 24.01bn prior year to Ushs 28.19bn in the current year. This growth cascaded to
the bottom-line, further strengthening the shareholder returns with a 6.89 percentage of the gross written
premium (2023: 4.42% PAT to GWP).

insurance industry overview

The Ugandan insurance industry continued its growth trajectory with an impressive 13.52% increase in growth
written premium compared to prior year. According te the industry annual performance data released by the
Uganda Insurers Association, the insurance industry achieved a 4% increase in the year 2024 compared to
2023. The insurance Regulatory Authority as well highlighted the improved industry performance in 2024
compared to 2023 and is bullish that the heightened economic activity in the country will bolster an even more
impressive growth outlook into the new year 2025.

Financial performance

The Company's Gross Written Premium for all channels of distribution stood at Ushs' 28 billion, representing
70.48% performance against a target of Ushs’ 40.00 billion and a growth of 17.43% over the same period last
year. The Company's performance for the year ended 31 December 2024 is as highlighted below.

«  Overall, the gross written premium (GWP) grew by 17.42% with the broker channel posting the largest
contribution to overall risks underwritten (2024: 60%).

«  Profit before tax increased by 236% to Ushs'2.546 billion for the period ended 31st December 2024 from
Ushs'758 million registered during the same period in 2023.

= Total Assets increased by 21.24% to Ushs'42.431 billion as at 31st December 2024 from Ushs'34.99
billion as at 31st December 2023.

= Total Equity increased by 13.63% to Ushs’17.806 billion as at 31st December 2024 from Ushs’15.87
billion as at 31st December 2023.

»  Total Liabilities increased by 27.42% to Ushs'24.624 hillion as at 31st December 2024 from Ushs’'19.32
biliion as at 31st December 2023,
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Chairperson’s statement (continued)
Dividend

The directors did not recommend a dividend for the year ended 31 December 2024. This is aimed at meeting
the Capital and Solvency requirements enlisted in the Capital and Prudential Regulations, 2020. The profit
for the year will be retained to help maintain the Capital Adequacy Ratio (CAR) above 200%.

Outlook

On 5 December 2024, the Monetary Policy Committee (MPC) maintained the Central Bank Rate (CBR) at
9.75 per cent.

Economic growth in the FY2024/2025 is projected to expand by 6.0% per cent due to strengthened regional
growth and normalization of global supply chains.

Domestic Inflation in December 2024 remained subdued due to: favorable monetary policy actions which
supported the shilling exchange rate: favorable weather which improved agricultural yields, hence reducing
food prices and diminishing global inflationary pressures as well as a decline in services inflation particularly
in passenger transport costs. In December, annual headline and core inflation were 3.3% and 3.5%
respectively.

The central bank of Uganda projects that average core inflation will remain below the medium-term target of
5 per cent, averaging 3.5 per cent in the FY2024/25 and 4.2 per cent in the financial year 2025/26. Inflation
is, however, expected to stabilize around 5 per cent in the medium term. This is dependent on risks associated
with shillings volatility caused by stronger capital inflows related to oil development and global growth and
inflation which is still higher in some countries.

GDP growth projection remained between 6.0 per cent and 6.5 per cent in the FY2024/2025 and between
7.0 per cent and 7.5 per cent over the medium term. This growth projection is supported by strategic
Government interventions, increased foreign direct investments in the extractive industry and commencement
of oil production in the FY2025/26.

Looking ahead, the country envisages a positive economic outlook which is strengthened by capital inflow
into the mining and oil industries which are expected to continue supporting the shillings exchange rate and
thereby keeping the inflation low. Mayfair's 2025 strategy has been tailored to match the wider growth
projections so as to tap from the economic opportunities that lie ahead.

Acknowledgement

Our business growth from inception to the current market position and improvement in performance
parameters would not have been possible without the immeasurable contribution from the wider support
system created by our business partners, business intermediaries, clients and supervisory guidance from the
Regulator. You remain the pillar on which we hinge the strive to attain corporate objectives.

To my fellow directors, rowing the boat has been much easier with your insightful counsel. The hard work and
commitment by the management team and staff of Mayfair Uganda as exhibited in the year’s performance is
highly commended.

ERLG bosguith

Chairperson
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Report of the directors

The directors submit their report together with the audited financial statements for the year ended 31
December 2024, which disclose the state of affairs of Mayfair Insurance Company Uganda Limited {"The
Company").

Principal activities

The Company is engaged in the business of underwriting all classes of non-life insurance risks as defined
by the Insurance Act, 2017, and operates principally in Uganda.

Developments in the business

The total gross written premium increased from Ushs'24 billion in 2023 to Ushs'28 billion in 2024 registering
an improvement of 17% growth between the years.

Director’s interests

The following directors held a direct interest in the Company's ordinary issued share capital,

2024 2023

Director Number of Percentage Shareholding Number Percentage Shareholding
shares Ushs’000 of Ushs 000

shares

Vinav Dawda 29.228 4.0% 1.087.866 29.228 4.0% 1.087.866
Manish Dawda 20.234 4.5% 753,109 20.234 4.5% 753.109
Aniav Vithalbhai Patel 22.481 5.0% 836.743 22.481 5.0% 836.743
Kumar Raijinder Vishal 22.481 5.0% 836,743 22.481 5.0% 836,743
94,424 3,514,461 94,424 3,514,461

Results and dividend

The profit after tax for the year amounting to Ushs’2.135 million (2023: Ushs'1,061 million) has been added
to retained earnings.

During the year, there was no interim dividend paid. Furthermore, the directors do not recommend any
dividend for 2024 (2023: Nil).

Transfers to reserves

There was no transfer to contingency reserves in 2024 (2023: Nil}. The old Insurance Act Section 47(c) is
now repealed. All previously held contingency reserves have since been transferred fo retained earnings.

Statutory requirements

Share capital

Under Section 4 of the Insurance Regulations, 2020 a company issuing short-term insurance contracts is
reguired to have a minimum paid-up capital of Ushs'6 billion. The Company is in compliance with this
requirement as at 31 December 2024,

Issued share capital

The issued and paid-up share capital is Ushs'16,687 million which is divided into 448,080 ordinary shares of
Ushs’37,220 each.
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Report of the directors (continued)
Statutory deposits
i) Account with a commercial bank
Under section 38 (1) of the Insurance Act, 2017 Laws of Uganda, every insurer is required to hold an
account maintained with a commercial bank approved by the Authority of a sum equal to ten percent of
the paid-up capital of the insurer.
iiy Investment in government securifies
Under section 38 (3) of the Insurance Act, 2017 Laws of Uganda, the deposits made under subsection
(1) are required to be invested by the insurer in government securities or any other investment as may
be approved by the Authority. The Company has fulfilled this requirement by investing Ushs’ 21.55 billion
(2023: Ushs'17.92 billion) in government bonds.
Financial risk management objectives and policies
The Company's activities expose it to a variety of financial risks, including underwriting risk, credit risk, debt
and equity market prices, foreign currency exchange rates, and interest rates. The Company's overall risk
management program focuses on the identification and management of risks and seeks to minimize potential
adverse effects on its financial performance.
The Company's risk management policies include underwriting guidelines and capacity limits, reinsurance
planning, credit policy governing the acceptance of clients, and defined criteria for the approval of
intermediaries and reinsurers. Investment policies are in place, which help manage liquidity and seek to
maximize return within an acceptable level of interest rate rigk.

Related party transactions

Transactions with related parties during the year were in the normal course of business. Details of
transactions and balances with refated parties are included in note 28 to the financial statements.

Solvency

The Capital Adequacy Ratio (CAR) as of 31 December 2024 was 257% (2023: 207%) which was above the
minimum required CAR of 200%.

Employee welfare

The Company's employment terms are reviewed regularly to ensure that we meet statutory and market
conditions. The Company has a medical scheme that caters for the medical needs of employees and their
immediate dependents.

To improve the motivation of employees, the Company provides training and holds regular meetings with
employees to glicit their views on the promotion of customer service and working conditions.

Directors
The directors who held office during the year and up to date of this report are reported on page 3.
Auditor

The Company’s auditor, KPMG, is eligible for reappointment and has indicated willingness to continue in
office in accordance with Section 167(2) of the Companies Act, Cap 106 Laws of Uganda.
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Report of the directors (Continued)

Events after the reporting date

Events after the reporting date are disclosed under note 29.
Approval of financial statements

The )}'ﬂn%P/cial statements were approved and authorized for issue at the meeting of Board of Directors held on
LT March 2025.

AF Mpanga Advocates
Secretary

{,
Date: .... ?ﬁf.March 2025
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Statement of directors’ responsibilities

The Company's directors are responsible for the preparation of financial statements that give a true and
fair view of Mayfair Insurance Company Uganda Limited, set out on pages 15 to 73, comprising the
statement of financial position as at 31 December 2024, and the statements of comprehensive income,
changes in equity and cash flows for the year then ended, and notes to the financial statements, including
material accounting policies in accordance with IFRS Accounting Standards as issued by the International
Accounting Standards Board (IFRS Accounting Standards), in the manner required by the Companies
Act, Cap 106 Laws of Uganda and the Insurance Act, 2017 Laws of Uganda.

The directors are also responsible for such internal control as the directors determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and for maintaining adequate accounting records and an effective system of risk
management.

The directors have assessed the Company’s ability to continue as a going concern and have no reason
to believe the business will not be a going concern in the year ahead.

The independent auditor is responsible for reporting on whether the financial statements give a true and
fair view in accordance IFRS Accounting Standards as issued by the International Accounting Standards
Board (IFRS Accounting Standards) and in the manner required by the Insurance Act, 2017 Laws of
Uganda and Companies Act, Cap 106 Laws of Uganda.

Approval of the Financial Statements

The financial statements of the Company, as indicated in the first paragraph, were approved and
authorised for issue by the Board of Directors on ....7% ] March 2025.

/ , —_—
Director w \—J

+

A
Date:..... .’2—..’ ..... March 2025
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Independent auditor's report

To the Members of Mayfair Insurance Company Uganda Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Mayfair Insurance Company Uganda Limited (“the Company”)
set out on pages 15 to 73, which comprise the statement of financial position as at 31 December 2024, and
the statement of comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and the notes to the financial statements, including material accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 December 2024, and of its financial performance and its cash flows for the year then
ended in accordance with IFRS Accounting Standards as issued by the International Accounting Standards
Board (IFRS Accounting Standards), and in the manner required by the Companies Act, Cap 106 Laws of
Uganda and the Insurance Act, 2017 Laws of Uganda.

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 Company in accordance with the International
Ethics Standards Board for Accountants International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code) together with the ethical requirements that are
relevant to our audit of the financial statements in Uganda, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

KPMG Uganda is a registered partnership and a member firm of EdgarLlsingoma
the KPMG global organization of independent member firms Asad Lukwago

affiliated with KPMG International Limited, a private English ?&zﬁi)tgegrgige‘
imited b

Ay M AT Partners  Peter Kyambadde
KPMG is licensed and regulated by the Inslitute of Certified Public

Accountants of Uganda (ICPAU)



Independent auditor's report

To the Members of Mayfair Insurance Company Uganda Limited (Continued)

Key Audit Matters (Continued)

Determining of year end balances of insurance contract liabilities

Note 4 - Use of estimates and judgments
Note 5 — Changes in material accounting policies

Note 7 — Critical accounting estimates and judgements

Note 9 — Insurance service result
Note 24 — Insurance and reinsurance contracts

The key audit matter

How the matter was addressed in our audit

The Company had insurance contract liabilities
of Ushs 17.9 Bn which constitute 75% of the
Company'’s total liabilities. Valuation of these
liabilities (liability for incurred claims - LIC and
liabilities for remaining coverage - LRC) is highly
judgemental and requires a number of
assumptions to be made that have high
estimation uncertainty.

We considered the valuation of insurance
contract liabilities to be a key audit matter due to
the following:

— The complexity of the actuarial
methodologies and assumptions used to
model the liabilities, which result in
inherent estimation uncertainty.

The valuation of insurance contract
liabilities also depends on accurate data
extraction from the information systems
and forming judgements over key
assumptions based on data extracted.

The material nature of the insurance
contract liability balances on the
company’s statements of financial position
and resultant impact on the statements of
comprehensive income for the year ended
31 December 2024.

The most significant assumptions that drive the
valuation of insurance contract liabilities include:

®  Confidence levels applied in determining the
risk adjustment for non-financial risk;
Inflation;

Discount rates;

Claims development factors;

Claims expense assumptions; and

Loss ratios.

Our audit procedures in this area included:

— Evaluating key controls over liability for incurred

claims and liability for remaining coverage. This
included assessing the design and implementation
and the operating effectiveness of relevant
controls around insurance contract liabilities.

Re-performing reconciliations between the data
recorded in the financial systems and the data
used in the estimating of insurance contract
liabilities.

With the assistance of our actuarial specialists, we
assessed the valuation methodology (including the
risk adjustment methodology) and assumptions for
compliance with the requirements of IFRS 17. We
challenged key assumptions and inputs (such as
confidence levels applied in determining the risk
adjustment for non-financial risk, inflation, discount
rates, claims development factors, claims expense
assumptions and loss ratios) and the
methodologies and processes used to determine
and update these assumptions through
comparison with externally observable data and
our assessment of the Company's analysis of
experience to date and any allowance for future
uncertainties.

Evaluating the adequacy of financial statements
disclosures, including disclosures of key
assumptions, judgements and sensitivities in line
with the IFRS 17. :

12



kPG
Independent auditor'sreport

To the Members of Mayfair Insurance Company Uganda Limited (Continued)

Other Information

The Directors are responsible for the other information. The other information comprises the information
included in the Mayfair Insurance Company Uganda Limited Annual Report and Financial Statements for
the year ended 31 December 2024 but does not include the financial statements and the auditor's report
thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements, or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, 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.

Directors’ Responsibilities for the financial statements

The Directors are responsible for the preparation of financial statements that give a true and fair view in
accordance with IFRS Accounting Standards and in the manner required by the Companies Act, Cap 106
Laws of Uganda and the Insurance Act, 2017 Laws of Uganda, and for such internal control as the
Directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’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 Company or to cease
operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue 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 ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

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

— ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and 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 one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

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

13



KPMG
Independent auditor's report

To the Members of Mayfair Insurance Company Uganda Limited (Continued)

Auditor's responsibilities for the audit of the financial statements (continued)

—  Conclude 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 related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

—  Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

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

From the matters communicated with the Directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

As required by the Companies Act, Cap 106 Laws of Uganda, we report to you solely, based on our audit
of the financial statements, that:

i.  We have obtained all the information and explanations, which to the best of our knowledge and
belief were necessary for the purpose of our audit;

i.  Inour opinion, proper books of account have been kept by the Company, so far as appears from
our examination of those books; and

ii.  The Company's statements of financial position and comprehensive income are in agreement with
the books of account.

The engagement partner responsible for the audit resulting in this independent auditor's report is CPA
Asa wago — P0365. J

d

3" Floor, Rwenzori courts
Plot 2 & 4A, Nakasero Road
P O Box 3509
Kampala, Ugand

Certified Public Accountants CP?/Axad Lukwago
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
o ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2024

' STATEMENT OF PROFIT OR 1.0SS AND OTHER COMPREHENSIVE INCOMNE FOR THE YEAR
ENDED 31 December 2024

. 2024 2023

Note Ushs’000 Ushs'000

E Insurance revenue 9fa) 26,929,381 20,415,875
Insurance service expenses 9(a) (16,510,853) (11,252,410)
Net expenses from reinsurance contracts 9(b) (5,241,681) (4,998,500}
Insurance service result 6,176,837 4,164,965
interest revenue calculated using the effective
interest method 1G(b) 2,747,269 2,405,616
Net impairment loss on financial assets 19 (41,847) (3,430}
Investment return 2,705,422 2,402,186
Net finance income/(expense) from insurance
contracts 10(a) 956,264 (482,539)
Net finance (expense)/income from reinsurance
contracts 10(a} (430,117} 389,520
Net insurance finance income/(expense) 526,147 {93,019}
Net financial result 9,408,406 6,474,132
Other (expense)fincome 11 (4,711} 145,307
Other operating expenses 12 (6,669,726) (5,715,363)
Other finance costs 13 (187,404) (145,768)
Profit before tax 2,546,565 758,308
Income tax (expense)/credit 14 (411,142} 302,843
Profit for the year 2,135,423 1,061,151
Other comprehensive income:
items that will not be reclassified to profit or loss - -
Other comprehensive income, net of tax - -
Total comprehensive income for the year 2,135,423 1,061,151

The notes on pages 19 to 73 are an integral part of these financial statements.
15




MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2024

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2024

31 December 31 December
Note 2024 2023
Ushs’000 Ushs’000
Assets
Cash and cash equivalents 20 1,431,793 2,735,577
Financial investments
- measured at amortized cost 17 21,555,021 17,919,113
- statutory deposit 17 1,244,297 799,047
Receivables 18 7,688,836 6,222,771
Reinsurance contract assets 24 8,123,083 5,879,898
Amounts due from related companies 28(ii) 5,729 -
Property, equipment, and right-of-use assets 15 1,698,854 747,011
Intangible assets 16 - 5,531
Deferred tax asset 26 683,422 683,422
Total assets 42,431,035 34,992,370
Equity and liabilities
Equity
Share capital 22(a) 16,687,083 16,687,083
Deposit for shares 22(c) - -
Contingency reserve 22(e) - -
Accumulated profit/(losses) 22(d) 1,119,379 (1,016,044)
Total equity 17,806,462 15,671,039
Liabilities
Insurance contract liabilities 24 17,884,280 15,207,434
Other payables 23 5,393,561 3,460,867
Amounts due to related companies 28(ii) - 28,825
Lease liabilities 25 1,346,732 624,205
Total liabilities 24,624,573 19,321,331
Total equity and liabilities 42,431,035 34,992,370

The financial staﬁgr’;?nts on pages 15 to 73 were authorized and approved for issue by the Board of
Directors on .....7~.1... March 2025 and signed on its behalf by:

Director Direw

The notes on pages 19 to 73 are an integral part of these financial statements.
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2024

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2024

Cash flows from operating activities

Profit for the period

Adjustments for:

Depreciation of equipment, furniture and right-of-use assels
Amortization of intangible assets

Loss on disposal of assets

interest on lease liabilities

Interest income earned

Unrealized exchange loss

Tax charge/(credit)

Changes in:
Receivables

Reinsurance contract assets

iFinancial investments at amortized cost
Insurance contract liabilities

Related party balances

Other payables

Cash used in operations

Withholding tax paid on governments securities
Interest income received

Net cash used in operations

Cash flows from investing activities
Purchase of property, equipment and right-of-use assets
Proceeds from sale of assets

Net cash flows used in investing activities

Cash flows from financing activities

Lease repayments
Proceeds from issues of share capital

Net cash {used in} financing activities

Net change in cash in hand and at bank for the year
Unrealized exchange loss

Cash in hand and at bank at the beginning of the year
Cash in hand and at bank at end of the year

Note

15
16
15
25
10 (b)

15

25
22 (a)

20

The notes on pages 19 to 73 are an integral part of these financial statements.

2024 2023
Ushs’000 Ushs’000
2,135,423 1,081,151

120,260 200,037
5,531 4,382
15,232 -
86,062 67,571
(2,747,269) (2,405,616)
71,577 30,475
411,142 (302,843)

(1,466,063) 871,320

(2,243,185) (279,247)

(4,081,158) (6,516,707)
2,676,845 3,840,171

(34,554) (1,568)
1,044,209 685,827

(3,105,948) (2,745,045)
(411,142) (380,579)
2,747,269 2,501,869
(769,821) (623,755)
(287,869) (152,687)

5,600 -
(282,269) (152,687)
(180,117) (180,552)

. 96,322

(180,117) (84,230)
(1,232,207) (860,672)
(71,577) (21,999)
2,735,577 3,618,248
1,431,793 2,735,577
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

e NOTES TO THE FINANCIAL STATEMENTS

S 1. Reporting Entity

Mayfair Insurance Company Uganda Limited (“the Company”) is a limited liability Company incorporated
under the Companies Act of Uganda, Cap 106 Laws of Uganda and domiciled in Uganda. The principal
activity of the Company is to carry on general insurance business as defined in the Insurance Act, 2017
Laws of Uganda.

: The incorporation of Mayfair Insurance Company Uganda Limited was in fulfiiment of the statutory
i requirements as stipulated in the Insurance Act, 2017 Laws of Uganda. The Act requirement is that no
; Company shall carry both long-term insurance business and general insurance business.

2. Basis of preparation

The financial statements of the company have been prepared in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board (IFRS Accounting Standards)
and in the manner required by the Companies Act, Cap 106 Laws of Uganda and the Insurance Act,
2017 Laws of Uganda.

The material accounting policies have been consistently applied to all the years presented unless
otherwise stated.

3. Functional and presentation currency

The financial statements are presented in Uganda Shillings {Ushs), which is the funclional currency of
the Company. Except as otherwise indicated, financial information presentation in Uganda shillings has
been rounded to the nearest thousand (Ushs ‘000").

4, Use of judgements and estimates

In preparing these financial statements, management has made judgments and estimates that affect
the application of the Company'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
recognized prospectively.

A, Judgements

Information about judgements made in applying accounting policies that have the most significant effects
on the amounts recognized in the financial statements is included in the following notes:

—  Impairment of financial assets: establishing the criteria for determining whether credit risk on the
financial asset has increased significantly since initial recognition, determining the methodclogy
for incorporating forward-looking information into the measurement of ECL and selection and
approval of madels used to measure ECL. Refer to note 7(¢).

—  Classification of financial assets: assessing the business model within which the assets are held
and whether the contractual terms of the assets are solely payments of principal and interest
(SPP) on the principal amount outstanding. Refer to note 6 (F).

—  Level of aggregation of insurance and reinsurance contracts: identifying portfolios of contracts
and determining groups of contracts that are onerous on initial recognition and those that have
no significant possibility of becoming onerous subsequently. Refer to note 6 (B) (ii).

—  Measurement of insurance and reinsurance contracts: determining the techniques for estimating
risk adjustments for non-financial risk and the coverage units provided under a contract. 6 (B) (v).
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

4,

Use of judgements and estimates (Continued)

B. Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties at 31 December 2024 that have a significant
risk of resulting in a material adjustment to the carrying amounts of assets and liabilities in the next
financial year is included in the following notes.

—  Impairment of financial assets: determination of inputs into the ECL measurement model,
including key assumptions used in estimating recoverable cash flows and incorporation of
forward-looking information: Refer to note 7 (c).

-  Measurement of the fair value of financial instruments and investment properties.

Information about assumptions made in measuring insurance and reinsurance contracts is included in
the note 24, Changes in the following key assumptions may change the fulfillment cash flows materially
during 2024. However, these changes would adjust the profitability and would not affect the carrying
amounts of the contracts, unless they arise from onerous contracts or do not relate to future services:

—  Level Assumptions about claims development; and
—  Assumptions about discount rates, including any illiquidity premiums.

C. Going Concern

The financial performance of the Company is set out in the Director's report and in the statement of
profit or loss and other comprehensive income. The financial position of the Company is set out in the
statement of financial position and disclosures in respect of risk management are set out in note 8.
Based on the financial performance and position of the Company and its risk management policies, the
Directors are of the opinion that the Company is well placed to continue in business for the foreseeable
future. As a result, the financial statements are prepared on a going concern basis.

Changes in material accounting policies

The material accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented, unless otherwise stated.

{a) New standards, amendments, and interpretations effective and adopted through the year

A number of new standards are effective for annual periods beginning after 1 January 2024 and earlier
application is permitted. However, the Company has not early adopted the new standards in preparing
these financial statements.

The new standards and amendments are summarized below;

New amendments or interpretation Effective for annual periods
beginning on or after

-~ Classification of liabilities as Current or Non-Current and Non- 1 January 2024
current Liabilities with Covenants (Amendments to |AS 1
Presentation of Financial Statements)

— lLease Liability in a Sale and Leaseback (Amendments to 1 January 2024
IFRS 16)

—~ Amendments to |IAS 7 Statement of Cash Flows and IFRS 7 1 January 2024
Financial Instruments: Disclosures —~ Supplier Finance
Arrangements

The adoption of the above standards and interpretations did not have a material impact on the financial
statements of the Company.

{b} Standards issued but not yet effective

A number of new standards, amendments to standards and interpretations are not yet effective for the
year ended 31 December 2024. The Company does not plan to adopt these standards early and
therefore they have not been applied in preparing the financial statements. The amendments, except
IFRS 18, are not expected to have a material impact on the financial statements of the Company.
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

The following new standards and amendments were not yet effective as at 31 December 2024:

Effective for annual
New standard or amendments

periods beginning on or
after

Lack of Exchangeability {Amendments fo |AS 21)

1 January 2025

Classification and Measurement of Financial Instruments -
Amendments to IFRS 9 and IFRS 7.

1 January 2026

Annual improvements to IFRS Accounting standards —
Volume 11 {Amendments to IFRS 1, [FRS 7, IFRS g, IFRS 10
and IAS 7)

1 January 2026

IFRS 18 Presentation and Disclosure in Financial Statemenis

1 January 2027

IFRS 19 Subsidiaries without Public Accountability disclosures

1 January 2027

Sale or contribution of Assets between an investor and its
Associate or Joint Venture - Amendments to IFRS 10 and 1AS
28

Available for optional
adoption effective date
deferred indefinitely

(i). IFRS 18 Presentation and Disclosure in Financial Statements

IFRS 18 promotes a more structured income statement, in particular, it introduces a newly defined
‘operating profit' subtotal and a requirement for all income and expenses to be allocated between three
new distinct categories being, operating, investing and financing activities, based on a company’s main
business activities. However, the company’s net profit will not change.

IFRS 18 also requires companies to analyse their operating expenses directly on the face of the income
statement — either by nature, by function or using a mixed presentation. If any items are presented by
function on the face of the income statement (e.g. cost of sales), then a company provides more detailed
disclosures about their nature.

IFRS 18 also requires the disclosure of Management Performance Indicators ("MPMs") which are
subject to audit. The standard requires MPMs to be:

— A subtotal of income and expenses
—  Used in public communications outside the financial statements; and
- Reflective of management's view of financial performance.

For each MPM presented, companies will need to explain in a single note to the financial statements
why the measure provides useful information, how it is calculated and reconciled to an amount
determined under IFRS Accounting Standards. Furthermore, a company must state that it provides
management's view of financial performance and is not necessarily comparable to those of other
companies. Any changes or new MPMs must also be explained.

The company management has not yet assessed the impact of IFRS 18 on the entity in the current or
future reporting periods and on near future transactions. The Directors do not plan to apply the above
standards or amendments, if assessed to have impact on the Company, until they become effective.
There are no other standards that are not yet effective that would be expected to have a material impact
on the entity in the current or future reporting periods and on near future transactions.

6. Material accounting policies

The Company has consistently applied the following accounting policies to all periods presented in these
financial statements unless mentioned otherwise.

A, Insurance and reinsurance contracts- classification

Confract under which the Company accepts significant insurance risk are classified as insurance
contracts. Insurance contracts in the Company are classified in accordance with the provisions of the
Insurance Act. The business mainly relates to general insurance business.

Contracts held by the Company under which it transfers significant insurance risk related to underlying
insurance contracts are classified as reinsurance contracts. Insurance and reinsurance confracts also
expose the Company to financial risk.
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Insurance contracts may be issued, and reinsurance contracts may be initiated by the Company. All
references in these accounting policies to ‘insurance contracts’ and ‘reinsurance contracts’ include
contracts issued, initiated, or acquired by the Company unless otherwise stated.

All insurance contracts and all reinsurance contracts are classified as contracts without direct
participation features and are measured under the PAA. (Refer to note B(v)).

B. Insurance and reinsurance contracts

{i} Separating components from insurance and reinsurance contracts

At inception, the Company assessed its product for separation and or combination of insurance
contracts, based on detailed product assessment, there are no legal contracts that would require the
separation in smaller accounting contracts or to be combined with other legal contracts.

A detailed assessment has also been performed to determine if there are any distinct investment
components or embedded derivatives. Based on this assessment, no distinct investment components
or embedded derivatives have been identified.

(i)  Aggregation and recognition of insurance and reinsurance contracts

Insurance contracts

Insurance contracts are aggregated into groups for measurement purposes. Groups of insurance
contracts are determined by identifying portfolios of insurance contracts, each comprising contracts
subject to similar risks and managed together, and dividing each portfolio into annual cohorts (i.e. by
year of issue) and each annual cohort into three groups based on the profitability of contracts:

- any contracts that are onerous on initial recognition;

——  any contracts that, on initial recognition, have no significant possibility of becoming onerous
subsequently; and

—  any remaining contracts in the annual cohort.

An insurance contract issued by the Company is recognized from the earliest of:

—  the beginning of its coverage period (i.e. the period during which the Company provides services in
respect of any premiums within the boundary of the contract),

—  when the first payment from the policyholder becomes due or, if there is no contractual due date,
when it is received from the policyholder; and

—  when facts and circumstances indicate that the contract is onerous.

-—  Aninsurance contract acquired in a transfer of confracts.

When the confract is recognised, it is added to an existing group of contracts or, if the contract does not
qualify for inclusion in an existing group, it forms a new group to which future contracts are added.
Groups of contracts are established on initial recognition and their composition is not revised once all
contracts have been added to the group.

Reinsurance contracts

Groups of reinsurance contracts are established such that each group comprises a singie contract.

Some reinsurance contracts provide cover for underlying contracts that are included in different groups.
However, the Company concludes that the reinsurance contract’s legal form of a single contract reflects
the substance of the Company’s contractual rights and obligations, considering that the different covers
lapse together and are not sold separately. As a result, the reinsurance contract is not separated into
multiple insurance components that relate to different underlying groups.

-—  Reinstrance contracts initiated by the Company that provide proportionate coverage: The date on
which any underlying insurance contract is initially recognized. This applies to the Company’s quota
share reinsurance contracts.
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

—  Other reinsurance contracts initiated by the Company: The beginning of the coverage period of
the group of reinsurance contracts. However, if the Company recognizes an onerous group of
underlying insurance contracts on an earlier date and the related reinsurance contract was
entered into before that earlier date, then the group of reinsurance contracts is recognized on that
earlier date. This applies to the Company’s excess of loss reinsurance contracts.

—  Reinsurance contracts acquired: The date of acquisition.

{iiiy Insurance acquisition cashflows

Insurance acquisition cash flows are allocated to groups of insurance contracts using a systematic and
rational method and considering, in an unbiased way, all reasonable and supportable information that
is available without undue cost or effort.

The commission expenses are classified as Insurance acquisition cash flows. The insurance acquisition
cash flows are directly attributable to a group of contracts (e.g. non-refundable commissions paid on
issuance of a contract) and are allocated to that group and to the groups that will include renewals of
those contracts.

There Company does not incur any pre-coverage expenses, and therefore there are no insurance
acquisition cashflows that arise before the recognition of the related group of contracts.

Recoverability assessment

At each reporting date, if facts and circumstances indicate that an asset for insurance acquisition cash
flows may be impaired, then the Company:

(a)  Recognises an impairment loss in profit or loss so that the carrying amount of the assets does not
exceed the expected net cash inflow for the related group; and

(b)  Recognises an impairment loss in profit or loss so that the carrying amount of the assets does not
exceed the expected net cash inflow for the related group; and

(c) If the asset relates to future renewals, recognises an impairment loss in profit or loss to the extent
that it expects those insurance acquisition cash flows to exceed the net inflow for the expected
renewals and this has not already been recognised as an impairment loss under (a)

The Company reverses any impairment losses in profit or losses and increases the carrying amount of
the assets to the extent that the impairment conditions have improved.

{iv} Contract boundaries

Cy The measurement of a group of contracts includes all of the future cash flows within the boundary of
ol each contract in the group, determined as follows;

‘ ) The contract boundary is reassessed at each reporting date to include the effect of changes in
‘ circumstances on the Company’s substantive rights and obligations and, therefore, may change over

time.
Insurance Cash flows are within the contract boundary if they arise from substantive rights and
contracts obligations that exist during the reporting period in which the Company can compel

the policyholder to pay premiums or has a substantive obligation to provide services
(including insurance coverage and any investment services).

A substantive obligation to provide services ends when:

—- the Company has the practical ability to reassess the risks of the particular
policyholder and can set a price or level of benefits that fully reflects those
reassessed risks; or

— the Company has the practical ability to reassess the risks of the portfolio that
contains the contract and can set a price or level of benefits that fully reflects the
risks of that portfolio, and the pricing of the premiums up to the reassessment date
does not take into account risks that relate to periods after the reassessment date.

The reassessment of risks considers only risks transferred from policyholders to the
Company.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Reinsurance Cash flows are within the contract boundary if they arise from substantive rights and

contracts obligations that exist during the reporting period in which the Company is compelled
to pay amounts to the reinsurer or has a substantive right to receive services from
the reinsurer.

A substantive right fo receive services from the reinsurer ends when the reinsurer:

— has the practical ability to reassess the risks transferred to it and can set a price
or level of henefits that fully refiects those reassessed risks; or

— has a substantive right to terminate the coverage.

The contract boundary is reassessed at each reporting date to include the effect of changes in
circumstances on the company's substantive rights and obligations and, therefore, may change over
time.

{vi Measurement — Contracts measured under the PAA

The Company uses the PAA to simplify the measurement of groups of contracts when the
following criteria are met at inception.

— Insurance contracts: The coverage period of each contract in the group is one year or less. Some
of these contracts provide compensation for the cost of rebuilding or repairing a property after a
fire; for these contracts, the Company determines the insured event to be the occutrence of a fire
and the coverage period to be the period in which a fire can occur for which a policyholder can
make a valid claim.

- Loss-ocecurring reinsurance contracts: The coverage period of each contract in the group is one
year or less.

—  Risk-attaching reinsurance contracts: The Company reasonably expects that the resulting
measurement of the asset for remaining coverage would not differ materially from the result of
applying the accounting policies above. When comparing the different possible measurements,
the Company considers the impact of the different release patterns of the asset for remaining
coverage to profit or loss and the impact of the time value of money. If significant variability is
expected in the fulfilment cash flows during the period before a claim is incutred, then this criterion
is not met.

Insurance contracts

On initial recognition of each group of contracts, the carrying amount of the liability for remaining
coverage is measured at the premiums written on initial recognition minus any insurance acguisition
cash flows allocated to the group at that date and adjusted for any amount arising from the derecognition
of any assets or liabilities previously recognized for cash flows related to the group (including assets for
insurance acquisition cash flows under (iv}). The Company has chosen not to expense insurance
acquisition cash flows when they are incurred.

Subsequently, the carrying amount of the liability for remaining coverage is increased by any premiums
written and the amortization of insurance acquisition cash flows recognized as expenses and decreased
by the amount recognized as insurance revenue for services provided (refer to (vi))) and any additional
insurance acquisition cash flows allocated after initial recognition. On initial recognition of each group of
contracts, the Company expects that the time between providing each part of the services and the
related premium due date is no more than a year. Accordingly, the Company has chosen not to adjust
the liability for remaining coverage to refiect the time value of money and the effect of financial risk.

If at any time during the coverage period, facts and circumstances indicate that a group of contracts is
onerous, then the Company recognizes a loss in profit or loss and increases the liability for remaining
coverage to the extent that the current estimates of the fulfilment cashflows that relate to remaining
coverage exceed the carrying amount of the liability for remaining coverage. The fulfilment cash flows
are discounted if the liability for incurred claims is aiso discounted.

The Company recognizes the liabllity for incurred claims of a group of insurance contracts at the amount
of the fulfilment cash flows relating to incurred claims. The future cash flows are discounted unless they
are expected to be paid in one year or less from the date the claims are incurred.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Reinsurance confracts

The Company applies the same accounting policies to measure a group of reinsurance contracts,
adapted where necessary to reflect features that differ from those of insurance contracts.

If a loss-recovery component is created for a group of reinsurance contracts measured under the PAA,
then the Group adjusts the carrying amount of the asset for remaining coverage.

(vi) Derecognition and contract modification

The Company derecognises a contract when it is extinguished — i.e. when the specified obligations in
the contract expire or are discharged or cancelled.

The Company also derecognises a contract if its terms are modified in a way that would have changed
the accounting for the contract significantly had the new terms always existed, in which case a new
contract based on the modified terms is recognised. If a contract modification does not result in
derecognition, then the Company treats the changes in cash flows caused by the modification as
changes in estimates of fulfilment cash flows.

(vii} Presentation

Portfolios of insurance contracts that are assets and those that are liabilities, and portfolios of
reinsurance contracts that are assets and those that are liabilities, are presented separately in the
statement of financial position.

Any assets or liabilities recognized for cash flows arising before the recognition of the related group of
contracts (including any assets for insurance acquisition cash flows under (iv) are included in the
carrying amount of the refated portfolios of contracts.

The Company disaggregates amounts recognized in the statement of profit or loss and OCl into (a) an
insurance service result, comprising insurance revenue and insurance service expenses; and (b)
insurance finance income or expenses.

Income and expenses from reinsurance contracts are presented separately from income and expenses
from insurance contracts. income and expenses from reinsurance contracts, other than insurance
finance income or expenses, are presented on a net basis as ‘net expenses from reinsurance contracts’
in the insurance service result.

The Company does not disaggregate changes in the risk adjustment for non-financial risk between the
insurance service result and insurance finance income or expenses. All changes in the risk adjustment
for non-financiat risk are included in the insurance service result.

Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit or loss generally
as they are incurred. They comprise the following items.

- Incurred claims and other insurance service expenses.

—  Amortisation of insurance acquisition cash flows: The Company amortises insurance acquisition
cash flows on a straight-line basis over the coverage period of the group of contracts.

-—  Losses on onerous contracts and reversals of such losses.

—-  Adjustments to the liabilities for incurred claims that do not arise from the effects of the time value
of money, financial risk and changes therein.

Net expenses from reinsurance contracts

Net expenses from reinsurance contracts comprise an allocation of reinsurance premiums paid less
amounts recovered from reinsurers.

The Company recognises an allocation of reinsurance premiums paid in profit or loss as it receives
services under groups of reinsurance contracts.

The allocation of reinsurance premiums paid for each period is the amount of expected premium
payments for receiving services in the period.
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For a group of reinsurance contracts covering onerous underlying contracts, the Company establishes
a loss-recovery component of the asset for remaining coverage to depict the recovery of losses
recognized.

— on recognition of onerous underlying contracts, if the reinsurance contract covering those
contracts is entered into before or at the same time as those confracts are recognised; and

- for changes in fulfilment cash flows of the group of reinsurance contracts relating to future services
that result from changes in fuifilment cash flows of the onerous underlying contracts.

The loss-recovery component determines the amounts that are subsequently presented in profit or loss
as reversals of recoveries of losses from the reinsurance contracts and are excluded from the allocation
of reinsurance premiums paid. It is adjusted fo reflect changes in the loss component of the cnerous
group of underlying contracts, but it cannot exceed the portion of the loss component of the onerous
group of underlying contracts that the Company expects to recover frem the reinsurance contracts.

Insurance finance income and expenses

Insurance finance income and expenses comprise changes in the carrying amounts of groups of
insurance and reinsurance contracts arising from the effects of the time value of money, financial risk
and changes therein.

The Company presents insurance finance income or expenses in the profit or loss.

Salvage and subrogation reimbursements

Some insurance contracts permit the Company to sell (usually damaged) items acquired in seltling a
claim (for example, salvage). The Company may also have the right to pursue third parties for payment
of some or all costs {for example, subrogation).

Estimates of salvage recoveries are included as an allowance in the measurement of the insurance
fiability claims, and salvage property is recognized in other assets when the liability is settled, The
allowance is the amount that can reasonably be recovered from the disposal of the property.

Subrogation reimbursements are also considered as an allowance in the measurement of the insurance
liability for claims and are recognized in other assets when the liability is seftled. The allowance is the
assessment of the amount that can be recovered from the action against the liable third party.

C. Computer, Furniture and equipment

All Computer, Furniture and equipment is initially recorded at cost. Subsequent costs are included in the
asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable that
future economic benefits associated with the item will flow to the Company and the cost of the item can
be measured reliably, All other repairs and maintenance are charged to the statement of comprehensive
income account during the financial period in which they are incurred.

Depreciation is calculated on the straight-line basis to write down the cost of each asset, or the revalued
amounts, to their residual values over their estimated useful life and recognized in the statement of
comprehensive income as an expense, at the following annual rates:

%
Motor vehicles 25
Office equipment 33.3
Computer & Electronic equipment 33.3
Furniture and fittings 13
Right-of-use assels Lease term

The assets' residual values, and useful lives, and method of depreciation are reviewed at each financial
year end and adjusted prospectively, if appropriate. Impairment reviews are performed when there are
indicators that the carrying value may not be recoverable. Impairment loss is the difference between the
carrying amount and recoverable amount. The recoverable amount is the lower of the value in use or
fair value less costs to sell. Impairment losses or impairment reversals are recognised in the statement
of comprehensive income as an expense.
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An item of computer, furniture and equipment is derecognized upon disposal or when no further future
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in the statement of comprehensive income in the year the asset is derecognized.

Depreciation methods, useful lives, and residual values are reviewed at each reporting date and
adjusted if appropriate.

D. Infangible assets

Software acquired by the Company is measured at cost less accumulated amortization and any
accumulated impairment losses. Expenditure on internally developed software is recognised as an asset
when the Company is able to demonstrate its intention and ability to complete the development and use
the software in a manner that will generate future economic benefits and can reliably measure the costs
to complete the development.

The capitalised costs of internally developed software include all costs directly attributable to developing
the software and capitalized borrowing costs and are amortized over its useful life. Internally developed
software is stated at capitalized cost less accumulated amortization and impairment.

Subsequent expenditure on software assets is capitalized only when it increases the future economic
benefits embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

Software is amortized on a straight-line basis over its estimated useful life, from the date that it is
available for use. The estimated useful life of software for the current and comparative periods is three
years.

Amortization methods, useful lives, and residual values are reviewed at each reporting date and
adjusted if appropriate.

E. Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration — i.e., the customer has the rights to:

" Obtain substantially all of the economic benefits from using the asset; and
" Direct the use of the asset.

As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates consideration in the contract to each lease component on the basis of its relative standalone
price. However, for leases of office premises, equipment and outdoor advertising sites, the Company
has elected not to separate non-lease components and accounts for the lease and non-lease
components as a single lease component.

The Company recognizes a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove any improvements made to branches or
office premises. Right-of-use asset is presented under property, equipment, and right-of-use assets in
the statement of financial position.

The right-of-use asset is subsequently depreciated using the straight-ine method from the
commencement date to the end of the lease term. In addition, the right-of-use asset is periodically
reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at

the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Company’s incremental borrowing rate.

27




MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

The Company determines its incremental borrowing rate by analysing its borrowings from various
external sources and makes certain adjustments to reflect the terms of the lease and type of asset
leased.

Lease payments included in the measurement of the lease liability comprise the following:
—  fixed payments, including in-substance fixed payments.

The lease liability is measured at amortized cost using the effective interest method. it is remeasured
when there is a change in future lease payments arising from a change in an index or rate if there is a
change in the Company’s estimate of the amount expected to be payable under a residual value
guarantee, if the Company changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment. When the lease liability is
remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use
asset or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to
zero. The Company presents the lease liabiiiies on the statement of financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognize right-of-use assets and lease liabilities for low-value leases.
The Company recognizes the lease payments associated with these leases as an expense on a straight-
line basis over the lease term.

F. Financial instruments
Financial assets

Date of recognition

Financial assets and liabilities are initiaily recognized on the trade date, i.e., the date that the company
becomes a party to the contractual provisions of the instrument. This includes regular-way trades:
purchases or sales of financial assets that require delivery of assets within the time frame generally
established by regulation or convention in the marketplace.

Initial measurement of financiat instruments

The classification of financial instruments at initial recognition depends on their contractual terms and the
business model for managing the instruments.

Regular 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.

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

At initial recognition, the company measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition
of the financial asset. Transaction costs of financial assets carried at fair value through profit or loss is
expensed in profit or loss.

Measurement categories of financial assets and liabilities

The Company classifies alf of its financial assets based on the business model for managing the assets
and the asset's contractual terms, measured at either:

= Amortized cost
= Fair value through other comprehensive income
- Fair value through profit or loss

Classification and measurement

This classification depends on whether the financial asset is a debt or equity instrument. The following
table shows the classification of the different types of financial assets:
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Classification The type of financial assets included

Amortized cost Fixed deposits, cash and cash eqguivalents, treasury bills
and government bonds, receivables arising out of insurance
arrangements {sourced through intermediaries}

Fair value through profit or loss Quoted securities, unquoted securities.

Fair value through other comprehensive | Quoted securities, unquoted securities.
income

Financial instruments at amortized cost

The Company only measures debts instruments at amortized cost if both of the following conditions are

met:

= The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows

- The contractual terms of the financial asset give rise on specified dates to cash flows that are

solely payments of principal and interest (SPP1) on the principal amount outstanding.

if either of the two criteria above is not met, the debt instrument is classified as ‘“fair value through other
comprehensive income or fair value through profit or loss. The company has not designated any debt
investment as measured at fair value through profit or loss to eliminate or significantly reduce an
accounting mismatch.

A gain or loss on a debt investment that is subsequently measured at amortized cost is recognised in profit
or loss when the financial asset is derecognized or impaired and through the amortization process using
the effective interest rate method. Interest revenue shall be calculated by using the effective interest
method.

An entity shall directly reduce the gross carrying amount of a financial asset when the entity has not
reasonable expectation of recovering a financial asset in its entirety or a portion thereof.

Financial assets through other comprehensive income

FVQOCI debt instruments are subsequently measured at fair value with gains and losses arising due to
changes in fair value recognised in OCl. Impairment gains and losses and foreign exchange gains and
losses are recognised in profit or loss in the same manner as for financial assets measured at amortised
cost. On derecognition, cumulative gains or losses previously recognised in OCI are reclassified from OCI
to profit or loss.

For all other equity investments not classified as fair value through profit or loss, the company can make
an irrevocable election at initial recognition to recognize changes in fair value through other comprehensive
income rather than profit or loss. Where the company's management has elected to present unrealized
and realised fair value gains and losses on equity investments in other comprehensive income, there is no
subsequent recycling of fair value gains and losses to profit or loss. Dividends from such investments
continue to be recognised in profit or loss as long as they represent a return on investment.

Financial assets through profit or loss

The Company classifies financial assets as held for trading when they have been purchased or issued
ptimarily for short-term profit making through trading activities or form part of a portfolio of financial
instruments that are managed together, for which their evidence of a recent pattern of short-term profit is
taking. Held-for-trading assets and liabilities are recorded and measured in the statement of financial
position at fair value.

Changes in fair value are recognised in profit or loss and presented as part of realised gainsflosses- net’

in the period in which they arise. Interest and dividend income or expense is recorded in profit or loss
according to the terms of the contract, or when the right to payment has been established.
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Impairment of financial assets
Financial assets carried at amortized cost

IFRS 9 requires the Company to record an allowance for expected credit losses (ECLs) for all financial
assets and other debt financial assets not held at FVTPL. No impairment loss is recognized on equity
investments.

The aliowance is based on the ECLs associated with the probability of default in the next twelve months
unless there has been a significant increase in credit risk since origination. If the financial asset meets the
definition of purchased or originated credit impaired (POC!), the allowance is based on the change in the
ECLs over the fife of the asset. The Company measures loss allowances at an amount equal to lifetime
ECL.

Expected Credit Loss Impairment Model

The Company's allowance for credit losses calculations are outputs of models with a number of underlying
assumptions regarding the choice of variable inputs and their interdependencies. The expected credit loss
impairment model reflects the present value of all cash shortfalls related to default events either over the
following twelve months or over the expected life of a financial instrument depending on credit deterioration
from inception.

The allowance for credit losses reflects an unbiased, probability-weighted outcome which considers
multiple scenarios based on reasonable and supportable forecasts based on best, optimistic and worst-
case scenarios.

The Company adopts a three-stage approach for impairment assessment based on changes in credit
quality since initial recognition:

i) Stage 1 —- Where there has not been a significant increase in credit risk (SICR} since initial
recognition of a financial instrument, an amount equal to 12 months expected credit loss is
recorded. The expected credit loss is computed using a probability of default occurring over the
next 12 months. For those instruments with a remaining maturity of less than 12 months, a
probability of defauit corresponding to remaining term to maturity is used.

i) Stage 2 — When a financial instrument experiences a SICR subsequent to origination but is not
considered to be in default, it is included in Stage 2. This requires the computation of expected
credit loss based on the probability of default over the remaining estimated life of the financial
instrument.

i)  Stage 3 - Financial instruments that are considered to be in default are included in this stage.
Similar to Stage 2, the allowance for credit losses captures the lifetime expected credit losses.

The guiding principle for ECL model is to reflect the general pattern of deterioration or improvement in the
credit quality of financial instruments since initial recognition. The ECL allowance is based on credit losses
expected to arise over the life of the asset (lifetime expected credit loss), unless there has been no
significant increase in credit risk since its origination.

Definition of default

The Company will consider a financial asset to be in default when:

- the counterparty or borrower is unlikely to pay their credit obligations to the Company in full,
without recourse by the Company to actions such as realising security (if any is held); or

—  the counterparty or borrower is more than 90 days past due on any material credit obligation to
the Company. This will be consistent with the rebuttable criteria set out by IFRS 9 and existing
practice of the Company; or

In assessing whether the counterparty or borrower is in default, the Company considers indicators that
are;

—  Qualitative: e.g. Breach of covenant and other indicators of financial distress;

—  Quantitative: e.g. Overdue status and non-payment of another obligation of the same issuer to
the Company; and

—  Based on data developed internally and obtained from external sources.
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Inputs into the assessment of whether a financial instrument is in default and their significance may vary
over time to reflect changes in circumstances.

When determining whether the credit risk (i.e. risk of default} on a financial instrument has increased
significantly since initial recognition, the Company considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis based on the Company’s historical experience, expert credit assessment and
forward-looking information.

Significant increase in credit risk (SIICR)

The Company primarily identifies whether a significant increase in credit risk has occurred for an

exposure by comparing:

- The remaining lifetime probability of default (PD) as at the reporting date; with

—  The remaining lifetime PD for this point in time that was estimated on initial recognition of the
exposure.

The assessment of significant deterioration is key in establishing the point of switching between the
requirement to measure an allowance based on 12-month expected credit losses and one that is based
on lifetime expected cradit losses.

The Company monitors the effectiveness of the criteria used to identify significant increases in credit

risk by regular reviews to confirm that;

— the criteria are capable of identifying significant increases in credit risk before an exposure is in
default;

—  the criteria do not align with the point in time when an asset becomes 30 days past due;

—  the average time between the identification of a significant increase in credit risk and default
appears reasonable;

—-  exposures are not generally transferred from 12-month ECL measurement to credit-impaired; and

—-  there is no unwarranted volatility in loss allowance from transfers between 12-month and lifetime
ECL. measurements.

Incorperation of forward-looking information

The Company incorporates forward-looking information into both its assessment of whether the credit
risk of an instrument has increased significantly since initial recognition and its measurement of £CL. It
formulates a 'base case' view of the future direction of relevant economic variables and a representative
range of other possible forecast scenarios based on a variety of external actual and forecast information.
External information includes economic data and forecasts published by governmental bodies and
monetary authorities.

The base case represents a best estimate and is aligned with information used by the Company for
other purposes, such as strategic planning and budgeting. The other scenarios represent more
optimistic and more pessimistic outcomes. The Company also periodically carries out stress-testing of
more extreme shocks to calibrate its determination of these other representative scenarios.

Financial liabilities
Initial recognition and measurement

Financiat liabilities are classified as financial liabilities at fair value through profit or loss or loans and
borrowings as appropriate. The Company determines the classification of its financial liabilities at initial
recognition.

All financial fiabilitties are recognised initially at fair value plus, in case of loans and borrowings, directly
attributable transaction costs.

The Company's financial liabifities include insurance contract liabilities, trade and other payables, and
amounts due to related parties.
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Derecognition of financial instruments
Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognized when:

—  the rights to receive cash flows from the asset have expired,;

—  the company has transferred its rights to receive cash fiows from an asset or has entered into a
pass-through arrangement and has neither transferred nor retained substantially ali the risks and
rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of
the company's continuing involvement in the asset. Continuing involvement that takes the form of
a guarantee over the transferred asset is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration that the company could be required to
repay.

Financial liabhilities

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expired. Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability, and
the difference in the respective carrying amounts is recognised in profit or loss.

Financia! assets and liabilities are offset, and the net amount is reported in the consolidated statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realize the assets and settle the liabilities
simultaneously.

Income and expenses will not be offset in the profit or loss unless required or permitted by any accounting
standard or interpretation, as specifically disclosed in the aceounting policies of the Company.
Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

Equity movements

Dividends on ordinary shares are recognized as a liability and deducted from equity when they are
approved by the company's shareholders. Interim dividends are deducted from equity when they are
approved.

Dividends for the year that are approved after the reporting date are dealt with as a non-adjusting event
after the reporting date.

Below is a summary of the Company’s classification of its financial assets and liabilities.

At amortized

At 31 December 2024 cost Total

Ushs’000 Ushs’000
Financial assets
Government bonds measured at amortised cost 18,778,123 18,778,123
Statutory deposits measured at amortised cost 1,244,297 1,244,297
Receivables excluding prepayments 6,523,953 6,523,953
Deposits with financial institutions measured at 2,776,898 2,776,898
amortised cost
Amounts due to related companies 5,729 5,729
Cash and cash equivalents 1,431,793 1,431,793
Total financial assets 30,760,793 30,760,793
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At amortized

At 31 December 2024 cost Total

Ushs'000 Ushs’000
Financial liabilities
Lease liabilities 1,346,732 1,346,732
Commission payable to intermediaries 1,894,489 1,894,489
Other payables 3,499,176 3,499,176
Total financiat liabilities 6,740,397 6,740,397

Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle
on a net basis or realize the asset and settle the liability simultaneously. The legally enforceable right of
set-off must be available today (e.g. not contingent on any future event} and be legally enforceable for all
counterparties in the normal course of business, as well as in the event of default, insolvency or
bankruptcy.

G.  impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recoghised for the amount by which the asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units).

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. impairment losses are recognised in the Statement of profit or Loss.

When an impairment loss subsequently reverses the carrying amount of the asset (cash generating unit)
is increased to the revised estimate of its recoverable amount so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (cash generating unit) in prior years.

A reversal of the impairment loss is recognised as income immediately unless the relevant asset is carried
at a revalued amount in which case the reversal of the impairment loss is treated as an increase in the
revaluation reserve.

H. Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the purposes of
the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held at call with
banks, other shortterm highly liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are included within borrowings in current liabilities on the balance sheet.

L Translation of foreign currencies

Transactions in foreign currencies during the year are converted into Uganda Shillings at rates ruling at
the transaction dates. Monetary assets and liabilities at the balance sheet date which are expressed in
foreign currencies are translated into Uganda Shillings at rates ruling at that date. The resulting
differences from conversion and translation are dealt with in the profit and loss account in the year in
which they arise.
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J. Taxation

Income tax expense/ (credit) is the aggregate of the charge to the profit and loss account in respect of
current income tax and deferred income tax. Tax is recognized as an expense/ (credit) and included in
the profit and loss account, except to the extent that the tax arises from a transaction which is recognized
directly in equity.

Current income tax is the amount of income tax payable on the taxable profit for the year determined in
accordance with the Uganda Income Tax Act.

Deferred income tax assets are recognised {o the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilized.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associates, except where the Company controls the timing of the reversal of the temporary difference, and
it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the taxable entity or different taxable
entities where there is an intenticn to settle the batances on a net basis.

The tax effects of carry-forwards of unused losses or unused tax credits are recognised as an asset when
it is probable that future taxable profits will be available against which these losses can be utilized.

Deferred tax related to fair value re-measurement of FVOCI investments, which are charged or credited
directly in other comprehensive income, is also credited or charged directly to other comprehensive
income and subsequently recognised in the income statement together with the deferred gain or loss.

K. Employee benefits expense
(i Retirement benefit obligations

The Company makes contributions to a statutory scheme, the National Social Security Fund (NSSF),
which is a defined contribution scheme. Contributions to NSSF are determined by local statute and are
shared between employer and employee. The Company’s contributions of 10% on employee emoluments
are charged to the profit and loss account.

(i) Other entittements

The estimated monetary liability for employees accrued annual leave entitlement at the statement of
financial position date is recognized as an expense accrual,

L. Dividends

Dividends on ordinary shares are charged to equity in the period in which they are paid or declared,
whichever is earlier. Proposed dividends are shown as a separate component of equity until declared.

M. Share capital

Shares are classified as equity when there is no obligation to transfer cash or other assets. Incremental
costs directly atiributable to the issue of equity instruments are shown in equity as a deduction from the
proceeds, net of tax.

Critical accounting estimates and judgements

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, inciuding experience of future events that are believed to be reasonable under the
circumstances.

Critical accounting estimates, assumptions and judgments in applying entities accounting
policies

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the current financial year are addressed helow.
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information about judgments made in relation to insurance and reinsurance contracts has been included
in note 6 (B).

a) Computer, furniture and equipment

The directors in determining depreciation rates for computer, furniture and equipment make critical
estimates. The rates used are set out in accounting policy 3 (g) above.

b) Current and deferred income tax

In arriving at the current and deferred income tax charge for the year, the company applies the statutory
income tax rate of 30%, and this is adjusted for by non-assessable and non-deductible items. See notes
13 and 28 for further details.

c) Impairment provisions on financial assets

The recognition of provisions involves assumptions about the probability, amount and timing of an
outflow of resources embodying economic benefits. A provision is recognised to the extent that an
outflow of resources embodying econamic benefits is probable and a reliable estimate can be made.

Significant increase of credit risk: ECLs are measured as an allowance equal to 12-month ECL for
stage 1 assets, or lifetime ECL assets for stage 2 or stage 3 assets. An asset moves to stage 2 when
its credit risk has increased significantly since initial recognition. [FRS 9 does not define what constitutes
a significant increase in credit risk. In assessing whether the credit risk of an asset has significantly
increased the Company takes into account qualitative and quantitative reasonable and supportabie
forward-looking information.

Establishing groups of assets with similar credit risk characteristics: When ECLs are measured
on a collective basis, the financial instruments are grouped on the basis of shared risk characterisfics.
The Company monitors the appropriateness of the credit risk characteristics on an ongoing basis to
assess whether they continue to be similar. This is required in order to ensure that should credit risk
characteristics change there is appropriate re-segmentation of the assets,

This may resuit in new portfolios being created or assets moving to an existing portfolio that better
reflects the similar credit risk characteristics of that group of assets.

Re-segmentation of portfolios and movement between portfolios is more common when there is a
significant increase in credit risk (or when that significant increase reverses) and so assets move from
12-month to lifetime ECLs, or vice versa, but it can also occur within portfolios that continue to be
measured on the same basis of 12-month or lifetime ECLs but the amount of ECL changes because the
credit risk of the portfolios differ.

Models and assumptions used: The Company uses various models and assumptions in measuring
fair value of financial assets as well as in estimating ECL. Judgment is applied in identifying the most
appropriate model for each type of asset, as well as for determining the assumptions used in these
models, including assumptions that relate to key drivers of credit risk.

Key sources of estimation uncertainty: The following are key estimations that the Directors have
used in the process of applying the Company’s accounting policies and that have the most significant
effect on the amounts recognised in financial statements:

. Establishing the number and relative weightings of forward-locking scenarios for each type of
product/market and determining the forward-looking information relevant to each scenario: When
measuring ECL the Company uses reasonable and supportable forward-fooking information,
which is based on assumptions for the future movement of different economic drivers and how
these drivers will affect each other.

= Probability of default: PD constitutes a key input in measuring ECL. PD is an estimate of the
likelihood of default over a given time horizon, the calculation of which includes historical data,
assumptions and expectations of future conditions.

] Loss Given Default: LGD is an estimate of the loss arising on defaulit. it is based on the difference
between the contractual cash flows due and those that are expecled to be received, taking into
account cash flows from collateral and integral credit enhancements.
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d) Leases

In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination opfions) are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated).

8. Risk and capital management

Insurance and reinsurance contracts expose the Company to underwriting risk, which comprises of
insurance risk, policy holder behaviour risk and expense risk.

In addition, the Company is exposed to financial and operational risks from insurance and reinsurance
contracts and financial instruments. Financial risks include credit risk, liquidity risk and market risk. Market
risk comprises currency risk, interest rate risk and other price risk.

This note presents information about the Company's risk exposure, and the Company’s objectives, policies
and processes for measuring and managing risks and for managing capital.

{a) Risk management framework

The Company's board of directers has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The Company risk and compliance committee is responsible for
approving and monitoring the Company’s risk management policies and reports regularly to the board of
directors on its activities.

The Company’s risk management policies are established to identify and analyse the risks faced by the
Company, set appropriate risk limits and controls, and monitor adherence to risk limits. Risk management
policies are reviewed regularly to reflect changes in market conditions and the Company’s activities. The
Company, through its training and management standards and procedures, aims to develop a disciplined
and constructive control environment in which all employees understand their roles and obligations.

The Company audit and risk management committee cversees how management monitors compliance
with the Company's risk management policies and procedures and reviews the adequacy of the risk
management framework in relation to the risks faced by the company. It is assisted in its oversight role by
internal audit, which undertakes both regular and ad hoc reviews of risk management controls and
procedures, the results of which are reported to the Company audit and risk management committee.

Key risks arising from contracts issued

Key risks Risk mitigation
Property and — Extreme weather events - Diversification of types of risk,
casualty — Natural catastrophes industries and geographic locations
— Legislative changes giving rise in which risks are written
to increased claims — Extensive analysis of datato

enhance risk selection,
segmentation and profitability
- Reinsurance with financially strong

reinsurers, including excess of loss
catastrophe cover

The key risks arising from non-life contracts are the unknown frequency and severity of claims, which are
influenced by the nature of the risks covered and the geographic location in which the risks are written.

For property, the frequency and severity of claims are affected by the occurrence of extreme weather
events {e.g. floods, wildfires and hurricanes) and other natural catastrophes (e.g. Earthquakes). In
particular, the cost of rebuilding or repairing a property, together with the cost of business interruption, is
a significant feature in the overall value of claims in this portfolio. In addition, increasing climate risk could
potentially introduce material uncertainty in assumptions and result in inaccurate pricing of insurance risk.
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For retail casualty, motor insurance contracts are subject to legislative and regulatory changes. For
example, where compensation for future loss of earnings or nursing care is settled by paying a singte lump
sum, the assumed rate of investment return on the lump sum is a key sensitivity and the rate applicable in
certain jurisdictions is determined by legislation.

For commercial casualty, the severity of claims is significantly affected by increases in the value of
seftlements awarded for latent diseases and inflation. The nature and frequency of claims may be affected
by emerging trends and changes in legislation. Although this portfolio does not contain a large number of
individually significant claims, a high frequency of claims can be a risk, particularly where generic frends
impact many individuals — e.g. poor housing design, negligent professional advice and cyber threats.
Factors that aggravate insurance risk include lack of risk diversification in terms of type and amount of risk,
geographical location, lack of sound reinsurance program, and type of industry covered.

{b) Underwriting risks
Underwriting risk comprises insurance risk, policyholder behaviour risk and expense risk.

—  Insurance risk: the risk transferred from the policyholder to the Company, other than financial
risk. Insurance risk arises from the inherent uncertainty about the occurrence, amount or timing
of claims.

—  Policyholder behaviour risk: the risk that a policyholder will cancel a contract, increase or reduce
premiums.

-~ Expense risk: the risk of unexpected increases in the administrative costs associated with the
servicing of a contract (rather than in the costs associated with insured events).

] Management of underwriting risks

The board of directors sets the Company’s strategy for accepting and managing underwriting risk. Specific
underwriting objectives — e.9. Aggregation limits, reinsurance protection thresholds and line of business
diversification parameters - are prepared and reviewed by the Company head of underwriting and
reinsurance and General Manager. The board continuously reviews its underwriting strategy in the light of
evolving market development, foss conditions.

Non -Life contracts

A key component of the management of underwriting risk for the Company’s non-life products is a
disciplined underwriting strategy that is focused on writing quality business. Product pricing is intended to
incorporate appropriate premiums for each type of assumed risk. The underwriting strategy includes
underwriting limits on the Company’s total exposure to specific risks, together with limits on geographic
and industry exposures. The aim is to ensure that a diversified book is maintained, with no over-exposure
in any one geographic region.

Non-life contracts are renewable annually. The ability to reprice contracts on renewal in response to
changes in policyholder risk profiles, claims experience and market considerations is a significant mitigant
to pricing risk. Contracts may also contain other features that constrain underwriting risk — e.g. the use of
deductibles and capping on the maximum permitted loss or number of claims (subject to local regulatory
and legislative requirements).

The Company uses reinsurance to mitigate the risk of incurring significant losses linked to single events,
including excess of loss and stop loss reinsurance. Certain non-life businesses are required to protect
against catastrophe events in accordance with local regulatory requirements. Where an individual
exposure exceeds the Company’s risk appetite, additional facultative reinsurance is aiso purchased.
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iy Concentration of underwriting risk
The carrying amounts of the Company's non-life insurance contracts (net of reinsurance) are analysed
below by type of product.
2024 2023
Gross Gross

amount Net amount amount Net amount
Type of risk Ushs’000 Ushs’000 Ushs’000 Ushs’000
Aviation industrial 24,902 1,305 1,196 1,076
Engineering industry 2,344,215 748,089 1,284,185 787,629
Fire insurance 6,141,767 821,744 5,495,969 4,761,539
L|ab|hty insurance 1,041,229 368,726 767,831 427,163
Marine insurance 3,465,584 6,291,255 2,859,773 1,415,950
Motor insurance 8,832,869 2,687,944 8,402,202 1,203,350
Personal Accident 774,895 151,065 326,087 248,756
Theft Insurance 1,882,986 647,039 1,682,292 1,054,266
Employers Liability 2,795,780 2,257,110 2,414,338 484,425
Miscellaneous 806,395 122,216 686,003 575,500
Agriculture Insurance 83,268 73,564 92,055 -
Total risk 28,193,890 14,170,057 24,011,931 10,959,654
i) Sensitivity analysis

The insurance claim liabilities are sensitive to the key assumptions that follow.

The table below analyses how the profit or loss and equity would have increased/(decreased) if changes
in underwriting risk variables that were reasonably possible at the reporting date had occurred. This
analysis presents the sensitivities both before and after risk mitigation by reinsurance and assumes that
all other variables remain constant.

2024 2023
Effect on
Effect on Effect on profit Effect on
Sensitivity Analysis profit equity amount equity
Ushs’000 Ushs’000 Ushs'000 Ushs’000
Ultimate claims (5% increase) {505,590) (353,913} (355,416} (248,971)
Ultimate claims (5% decrease) 502,590 353,913 355,416 248,971
Ultimate net claims (5% increase) (248,477) {173,934} (262,218} (183,553)
Uitimate net claims (5% decrease) 248,477 173,934 262,218 183,553

. {¢) Financial risk

The Company is exposed to financial risk through its financial assets, financial liabilities (investment
contracts and borrowings), reinsurance assets, insurance assets and insurance liabilities. In particular, the
key financial risk is that the proceeds from its financial assets are not sufficient to fund the obligations
arising from its insurance and investment contracts. The most important components of this financial risk
are credit risk, fiquidity risk, and interest rate risk. These risks arise from assets and liabilities held, some
of which are exposed to general and specific market conditions.

» The Company manages these positions within an asset liability management (ALM) framework that has

been developed to achieve long-term investment returns in excess of its obligations under insurance and
i investment contracts.
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The principal technique of the Company’s ALM is to match assets to the liabilities arising from insurance
and investment contracts by reference to the type of benefits payable to contract holders. For each distinct
category of fiabilities, a separate portfolio of assets is maintained.

{iy Marketrisk

Market risk is the risk that changes in market prices — e.g. foreign exchange rates, interest rates, and
equity prices- will affect the fulfilment cash flows of insurance and reinsurance contracts as well as the fair
value or future cash flows of financial instruments.

Market risk principally arises from the Company's interest-bearing financiat assets and financial liabilities,
and financial assets and financial liabilities denominated in foreign currencies, but these exposures are
largely offset by similar exposures arising from insurance and reinsurance contracts.

Currency risk

The Company is exposed to foreign currency transaction risk to the extent that the currencies in which the
insurance and reinsurance contracts and financial instruments are denominated differ from is functional
currency.

Foreign currency fransaction risk arising from insurance and reinsurance contracts is managed by holding
cash and investing in assets denominated in currencies that maich the related liahilities, to the extent that
is deemed to be both practical and appropriate.

As at the year ended 31 December 2024, the company had the following assets denominated in foreign
currencies:

At 31 December 2024

Usb Ushs’000

Assets
Cash and cash equivalents 155,475 574,922
Deposits with financial institutions 535,000 1,978,344
Receivables 639,002 2,362,926
Total assets 1,329,477 4,916,192

Liabilities

Outstanding claims 709,049 2,621,950
At 31 December 2023 usp Ushs'000

Assets
Cash and cash equivalents 88,797 337,200
Deposits with financial institutions 202,139 767,609
Receivables 414,091 1,572,480
Total assets 705,027 2,677,289
) Outstanding claims 509,924 1,936,399
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Sensitivity analysis

The following analysis is performed for reasonably possible movements in key variables with all other
variables held constant, showing the impact on profit before tax and equity due to changes in the fair value
of currency sensitive monetary assets and liabilities.

it should be noted that movements in these variables are non- linear. The method used for deriving
sensitivity information and significant variables did not change from the previous period.

2024 2023
Currency Risk Ushs'000 Ushs'000
Change Effect on Effect on
Currency in profit before  Impact on profit before Impact on
variable “tax equity tax equity
usb +5% 108,756 76,129 53,058 37,140
usD -5% (108,756) (76,129) (63,058) (37,140)

Interest rate risk

The Company is exposed to the effects of fluctuations in the prevailing levels of market interest rates on
both its fair value and cash flow risks. Interest margins may increase as a result of such changes but may
reduce or create losses in the event that unexpected movements arise.

The tables below summarise the Company's exposure to interest rate risks. Included in the table are the

Company's financial assets and liabilities at carrying amounts, categorised by the earlier of contractual
repricing or maturity dates. All figures are in thousands of Uganda Shillings.
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(d) Financial risk {Continued)
{(ii} Creditrisk

The Company takes on exposure to credit risk, which is the risk that a counter party will be unable to
pay amounts in full when due. Impairment provisions are provided for losses that are expected to occur
at the bajance sheet date. Significant changes in the economy, or in the health of a particular industry
segment that represents a concentration of the Company’s portfolio, could result in losses that are
different from those provided for at the balance sheet date. Management therefore carefully manages
its exposure to credit risk.

The Company structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one policyholder. Such risks are monitored on a continuous basis and subject to
annual or more frequent review.

Exposure to credit risk is managed through regular analysis of the ability of the premium debtors and
potential debtors to meet their obligations. The Company has a credit control unit fully dedicated to
tracking premium debtors, which meets on a weekly basis to review progress and to set new strategies
for granting of credit and collection of debt. The Company, through its Management Risk Committee
appraises risks associated with the different banks and has set risk appetite limits for each bank in order
to manage exposure to credit risk. Review to credit risk is done monthly and mitigating measures
instituted and that risk related to re-insurance is addressed through using a diverse mix of re-insurers.
The exposure to any one policy holder is further restricted by sub-limits. Actual exposures against limits
are monitored daily.

The table below summarizes the maximum exposure to credit risk before collateral held.

2024 2023

. Ushs’000 Ushs’000

Government bonds measured at amortised cost 18,778,123 17,151,422
Statutory deposits measured at amortised cost 1,244,297 799,047
Receivables excluding prepayments 6,523,953 6,622,817
Deposits with financial institutions measured at amortised cost 2,776,898 803,880
Cash and cash equivalents 1,431,793 2,735,577
Total 30,755,064 28,112,743

The above table represents the maximum exposure of credit risk to the Company at 31 December 2024,
without taking account of any collateral held or other credit enhancements altached and expected credit
losses. As shown above, 9% (2023; 3%) of the total maximum exposure is derived from deposits with
financial institutions, investments held in government bonds at 61% (2023: 64%), 21% (2023: 24%) from
receivables, and 4% (2022: 10%) from cash and cash equivalents.

Credit risk management

The Company takes on exposure to credit risk, which is the risk that a counter party will cause a financial
loss to the Company by failing to pay amounts in full when due. Credit risk is an important risk for the
Company's business. Management therefore carefully manages the exposure to credit risk by:

] Developing and maintaining processes for measuring ECL including monitoring of credit risk,
incorporation of forward-locking information and the method used to measure ECL.

= Ensuring that the Company has policies and procedures in place to appropriately maintain and
validate modeis used to assess and measure ECL.

= Establishing a sound credit risk accounting, assessment and measurement process that provide
it with a strong basis for common systems, tools and data to assess credit risk and to account for
ECL.
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Credit risk management (Continued)

The credit quality of financial assets is assessed by reference to external credit ratings if available or
internally generated information about counterparty default rates. The Company classifies
counterparties without an external credit rating as below:

n Group 1 - new customers/related parties.
] Group 2 - existing customers/related parties with no defaults in the past,
. Group 3 — existing customers with a history of default.

Maximum exposure to credit risk before collateral held

External Internal Carrying Carrying
credit Credit ECL amount amount
Assets rating rating 2024 2023
Ushs’000 Ushs'000 Ushs’000
Government bonds
measured at amortised cost - Group 1 18,778,124 17,151,422
Statutory deposits measured | g, . ggp | Group 1 1,244,297 799,047
at amortised cost
Receivables excluding
prepayments - Group 3 6,523,953 6,622,817
Deposits with financial
institutions measured at - Group 2 2,776,898 803,880
amortised cost
Cash and cash equivalents - Group 2 1,431,793 2,735,577
Reinsurance contract assets Group 2 8,123,083 5,879,898
Total 38,878,148 33,992,641

The movement in expected credit losses is disclosed in note 19,

Significant increase in credit risk

The Company monitors all financial assets that are subject to impairment requirements to assess
whether there has been a significant increase in credit risk since initial recognition. If there has been a
significant increase in credit risk the Company will measure the loss allowance based on lifetime rather
than 12-month ECL.

The Company analyses all data collected using statistical models and estimates the remaining lifetime
PD of exposures and how these are expected to change over time. The factors taken into account in
this process include qualitative and quantitative reasonable and supportable forward-looking information
as shown in the table below:

= The Company generates a ‘base case’ scenario of the future direction of relevant economic
variables as well as a representative range of other possible forecast scenarios. The Company
then uses these forecasts, which are probability-weighted, to adjust its estimates of PDs.

" The Company uses different criteria to determine whether credit risk has increased significantly
per portfolio of assets. The criteria used are both quantitative changes in PDs as well as
qualitative. The table below summarises per type of asset the range above which an increase in
credit quality is determined fo be significant, as well as some indicative qualitative indicators

assessed.

Asset class Key driver of | Qualitative indicators assessed
change in
credit quality

Receivables Inability to Company closure, significant decline in the
meet agreed industry which the client operates, listing on
instaiment credit reference bureau, inability o service
plans debt, loss of income, among others.

43



MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)

Asset class Key driver of | Qualitative indicators assessed
change in
credit quality

Cash at bank and deposits with | Downgrade to | Bank closure, bank run, defaulf on debt,
financial institutions tier four credit rating downgrade, material adverse
mention or investigation, change in bank tier,
negative change in debt ratios, debt covenant
breach, regulator actions among others.

Government bonds Failure to meet | Credit rating downgrade, adverse political
international instability, military coup / attempt / civil
and local turmoil, hyper inflationary trajectory, external
obfigations war,

Significant fall in tax collection rates,
Significant natural disaster events,
debt restructure, currency devaluation,
unemployment rate growth etc.

The Company has monitoring procedures in place to make sure that the criteria used to identify
significant increases In credit are effective, meaning that significant increase in credit risk is identified
before the exposure is defaulted. The Company performs periodic back-testing of its ratings to consider
whether the drivers of credit risk that led to default were accurately reflected in the rating in a timely
manner.

Incorporation of forward-looking information

The Company uses forward-looking information that is avaitable without undue cost or effort in its
assessment of significant increase of credit risk as well as in its measurement of ECL. The Company
uses external and internal information to generate a ‘base case’ scenatio of future forecast of relevant
economic variables along with a representative range of other possible forecast scenarios, The external
information used includes economic data and forecasts published by governmental bodies and
monetary authorities.

The Company applies probabilities to the forecast scenarios identified. The base case scenario is the
single most-likely outcome.

Measurement of ECL
The key inputs used for measuring ECL are:

= probability of default (PD);
] loss given default (LGD); and
. exposure at default (EAD).

As explained above these figures are generally derived from internally developed statistical models and
other historical data and they are adjustied to reflect probability-weighted forward-looking information.
PD is an estimate of the likelinood of default over a given time horizon. It is estimated as at a point in
time. The calculation is based on statistical rating models and assessed using rating tools tailored to the
various categories of counterparties and exposures.

These statistical models are based on market data (where available), as well as internal data comprising
both gquantitative and qualitative factors. PDs are estimated considering the contractual maturities of
exposures and estimated prepayment rates. The estimation is based on current conditions, adjusted to
take into account estimates of future conditions that will impact PD.

LGD is an estimate of the loss arising on default. It is based on the difference between the contractual
cash flows due and those that are expected to be received, taking into account cash flows from any
collateral. The LGD models for secured assets consider collateral valuation.

EAD is an estimate of the exposure at a future default date, taking into account expected changes in
the exposure after the reporting dafe, including repayments of principal and interest, The Company’s
modelling approach for EAD reflects expected changes in the balance outstanding over the lifetime of
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Measurement of ECL {Continued)

the exposure that are permitted by the current contractual terms. The Company uses EAD models that
reflect the characteristics of the portfolios.

The Company measures ECL considering the risk of default over the maximum contractual period
{including extension options) over which the entity is exposed to credit risk and not a longer period, even
if contract extension or renewal is common business practice.

The measurement of ECL is based on probability weighted average credit loss. As a result, the
measurement of the loss allowance should be the same regardless of whether it is measured on an
individual basis or a collective basis (although measurement on a collective basis is more practical for
large portfolios of items). In relation to the assessment of whether there has been a significant increase
in credit risk it can be necessary to perform the assessment on a collective basis as noted below.

Groupings based on shared risks characteristics

When ECL are measured cn a collective basis, the financial instruments are grouped on the basis of
shared risk characteristics, such as:

" Asset type; and

. Intermediary.

The groupings are reviewed on a regular basis to ensure that each group is comprised of homogenous
exposures,

Stages of credit quality and expected credit loss measurement

The Company evaluates financial instruments based on their credit characteristics and assesses any
changes in credit risk since origination before grouping them into stages. The groupings are reviewed
and updated on a regular basis. The table below shows the staging criteria applied across financial

assets.
Stage 1 Stage 2 Stage 3
Performing Underperforming Non-Performing

A. Receivables

2024 2023

Ushs ‘000 Ushs‘000

Stage 1 3,340,545 2,735,060
Stage 2 3,959,565 3,233,737
Stage 3 926,561 756,713
Gross receivables 8,226,671 6,725,510
Less: Expected credit losses (537 835) (502,739)
Net carrying amount 7,688,836 6,222,771
Loss ratios 2024 2023
Ushs‘000 Ushs‘000

Stage 1 ‘ % -0%
Stage 2 -% -%
Stage 3 8% 8%

No collateral is held in respect of the receivables that are past due but not impaired.
Refer to note 19 for the movement in expected credit losses.
A. Receivables

All receivables showing a significant increase in credit risk are considered to be impaired and are carried
at their estimated recoverable value. In addition, outstanding policies aging more than 365 days are
considered defaulted. The Company uses average historical {oss rates to estimate expected credit
losses for outstanding policies less than 365 days. Where applicable, to a reasonable extent
management will factor in qualitative information and judgement when applying these estimates.
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Stages of credit quality and expected credit loss measurement (Continued)

No collateral is held in respect of the receivables that are past due but not impaired, The Company uses
the simplified approach with regard to impairment of receivables arising from reinsurance arrangements,
Receivables outstanding for more than 365 days are considered to have defaulted. The Company uses
average historical loss rates to estimate expected credit losses for cutstanding policies less than 365
days. Where applicable, to a reasonable extent management will factor in qualitative information and
judgement when applying these estimates.

The Company uses the general approach with regard to impairment of receivables. Where applicable,
to a reasonable extent management will factor in qualitative information and judgement when applying
these estimates. The amount of expected credit losses estimated for other receivables excluding
prepayments were insufficient and therefore not included in the financial statements. Refer to note 19
for the movement in expected credit losses.

B. Deposits with financial institutions

2024 2023

Ushs ‘000 Ushs ‘000

Stage 1 2,796,995 803,880

Total deposits with financial institutions 2,796,995 803,880

Less: Expected credit losses {20,097) (18,932)

Net carrying amount 2,776,898 783,948
C. Cash and cash equivalents

2024 2023

Ushs’000 Ushs’000

Stage 1 1,439,407 2,739,601

Total cash and cash equivalents 1,439,407 2,739,601

Less: Expected credit losses (7,614) (4,024)

Net carrying amount 1,431,793 2,735,577

Expected credit losses are computed based on an internal credit rating score dependent on the tier of
the bank.

Default rates are adjusted for capital adequacy and liquidity scores. Where applicable, to a reasonable
extent management will factor in qualitative information and judgement when applying these estimates.

Refer to note 19 for the movement in expected credit losses.

D. Government bonds

2024 2023

Ushs*'000 Ushs‘000

Stage 1 18,798,134 17,151,422
Total government securities 18,798,134 17,151,422
Less: Expected credit losses (20,010) (16,257)
Net carrying amount 18,778,124 17,135,165

Securities are clustered dependent on time left to maturity. Probability of default is based on the country
sovereign rating of the issuer.

Refer to note 19 for the movement in expected credit losses.

E. Statutory Deposit

2024 2023

Ushs 000 Ushs‘000

Stage 1 1,283,078 799,805
Total statutory deposit _ 1,283,076 799,805
Less: Expected credit losses (38,779) (758}
Net carrying amount 1,244,297 799,047
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8. Risk and capital management (Continued)

{d}) Financial risk (continued)

(it} Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
instruments. In respect of catastrophic events there is also a liquidity risk associated with the timing differences
between gross cash out—flows and expected reinsurance recoveries. The Company is exposed to claims against
its avaitable cash resources. Such claims may crystallize from time to time depending on eventualities arising
from policies in force at any point in time. The Company manages the liquidity risk my maintaining cash
resources to meet most of these claims and also maintains a level of maturing funds that may be called upon
shouid the available cash on current account prove insufficient to meet a given claim.

The following page summarises the maturity profile of the Company’s financial assets and liabilities based on

contractual undiscounted receipts and payments. All figures are in thousands of Uganda Shillings.

At 31 December 2024 Less than 1 2 to 5 years Above § Total Carrying
year years amount
Ushs ‘000 Ushs ‘000 Ushs 000 Ushs ‘000 Ushs’000
Assets
Cash and cash equivalents 1,431,793 - - 1,431,793 1,431,793
Deposits with financial 2,796,995 ; ; 2,796,995 2,776,898
institutions
Government bonds measured )
at amortised cost 8,468,388 13,674,044 20,042,432 20,022,421
Amqunls due from related 5729 . . 5,729 5,729
parties
Receivables 8,226,671 - - 8,226,671 7,688,836
Total assets 12,461,188 6,468,388 13,574,044 32,503,620 31,925,677
Financial liabilities
Other payables 5,393,666 - - 5,393,666 5,393,666
Liabilities for incurred claims 3,308,130 1,886,703 13,372,100 18,566,933 18,566,933
Lease liabilities 209,335 1,573,981 - 1,783,316 1,346,732
Total liahilities 8,911,131 3,460,684 13,372,100 25,743,915 25,307,331
Net liquidity gap 3,550,057 3,007,704 201,944 6,759,705 6,618,346
Less than 1 2 to 5 years Above § Total Carrying
At 31 December 2023 year years amount
Ushs ‘000 Ushs ‘000 Ushs ‘000  Ushs 000 Ushs’000
Assets
Cash and cash equivalents 2,739,601 - - 2,739,601 2,739,601
Deposits with financial 803,880 - - 803,880 767,947
institutions
Government bonds 2,947,851 6,204,848 7,964,487 17,207,186 17,190,929
measured at amortised cost
Receivables 5,504,669 - - 5,504,669 5,153,063
Total assets 11,996,001 6,294,848 7,964,487 26,255,336 25,851,540
Financial liabilities
Other payables 3,460,867 - - 3,460,867 3,460,867
Lla_bilmes for incurred 1,944,886 } } 1,044,886 1,944,886
claims
Amqunts due to related 28,825 ) ) 28,825 28,825
parties
t.ease liabilities 175,441 599,424 - 774,865 624,205
Total liabilities 5,610,019 599,424 - 6,209,443 6,058,783
Net liquidity gap 6,385,982 5,695,424 7,964,487 20,045,893 19,792,757
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8. Risk and capital management (Continued)

(e} Fair value of financial assets and liabilities

The fair value of the Company's investments held at amortized cost and other financial assets and
liabilities approximate the respective carrying amounts.

Fair value hierarchy

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or uncbservable. Observable inputs reflect market data obtained from
independent sources; unobservable inputs reflect the Company market assumptions. These two types
of inputs have created the following fair value hierarchy:

. Level 1 fair value measurements are those derived from quoted prices {unadjusted) in active
markets for identical assets or liabilities,

[ . Level 2 fair value measurements are those derived from inputs other than quoted prices included
within Leve! 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices).

. Level 3 fair value measurements are those derived from valuation techniques that include inputs
for the asset or liability that are not based on observable market data (unobservable inputs).

These investments are measured at fair value based on prices with reference to valuation technigues
{models) that use significant inputs that are unobservable. These measurements include circumstances
in which there is little, if any, market activity for the asset or liability.

- Unguoted equity instruments have been measured at cost whose fair value cannot be readily estimated
a hence cost has been taken as a proxy for fair value and classified at level 3.

The fair value of Government bonds has been estimated based on published yields by Bank of Uganda.

For other financial assets and liabilities that are expected to be settled on demand and to 12 months,
the fair value has been approximated to the carrying amount. For financial instruments that have non-
current portions and for which the company has contracted at commercially agreed rates, these have
been assumed to approximate the market value for those specific instruments (e.g deposits with
financial institutions, statutory deposit)

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 Company has access at that date. The fair value of a liabitity
reflects its non-performance risk.

When applicable, the Company measures the fair value of an instrument using the quoted price in an
active market for that instrument. A market is regarded as active if transactions for the asset or liability
take place with sufficient frequency and volume to provide pricing information on an ongoing basis.

When there is no quoted price in an active market, the Company uses valuation technigues that
maximise the use of relevant observable inputs and minimize the use of unobservable inputs. The
chosen valuation technigue incorporates all the factors that market participants would take into account
in pricing a transaction.

Financial instruments by category

The tables below show the carrying amounts and fair values of financial assets and financial liabilities,
including their levels in the fair value hierarchy. For fair values of financial instruments that have short
period to maturity, settlement or realization, the tables below have assumed that the carrying amount
approximates the fair value.
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8. Risk and capital management (Continued)
{e} Fair value of financial assets and liabilities (Continued)
- At 31 December 2024 Financial
: Other assets at
liabilities ~ amortised Total
cost
Ushs'000 Ushs"000 Ushs'000
ASSETS
Cash and cash equivalents - 1,431,793 1,431,793
Receivables - 7,576,707 7,576,707
Deposits with financial institutions - 2,776,898 2,776,898
Government bonds measured at amortised cost - 20,022,421 20,022,421
Due from related parties 5729 - 5,729
Total financial assets 5,729 31,807,819 31,813,548
LIABILITIES
Other payables 5,393,666 - 5,393,666
Total financial liabilities 5,393,666 - 5,393,666
At 31 December 2024 level 1 Level 2 Level 3 Total Carrying
Ushs ‘000  Ushs ‘000 Ushs’000 Ushs ‘000 Ushs ‘000
ASSETS
Cash and cash equivalents - 1,431,793 - 1,431,793 1,431,793
Recelvables excluding - 7,576,707 - 7,576,707 7,576,707
prepayments
Deposits with financial - 2,776,898 - 2,776,898 2,776,898
Government bonds - 20,022,421 - 20,022,421 20,022.421
Due to related parties - 5728 - 5,729 5,729
Total financial assets - 31,813,548 - 31,813,548 31,813,548
LIABILITIES
Other payables - 5,393,666 - 5,393,666 5,393,666
Total financial liabilities - 5,393,666 - 5,393,666 5,393,666
Financial
assets at
Other amortised
At 31 December 2023 liabilities cost Toftal
Ushs'000 Ushs'000 Ushs'000
ASSETS
Cash and cash equivalents - 2735577 2735577
Receivables - 6,120,079 6,120,079
Deposits with financial institutions - 783,948 783,948
Government bonds measured at amortised cost - 17,135,465 17,135,165
Total financial assets - 26774769 26,774,769
LIABILITIES
Due to related parties 28,825 - 28,825
Other payables 3,460,867 - 3,460,867
Total financial liabilities 3,489,692 - 3,489,692
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8.

Risk and capital management (Continued)

{e) Fair value of financial assets and liabilities {Continued)

At 31 December 2023 Level 1 Level2 Level 3 Total Carrying
Ushs ‘000  Ushs ‘000 Ushs Ushs ‘000 Ushs ‘000
As per the balance sheet
Cash and cash equivalents - 2,735,577 - 2735577 2,735,577
Receivables - 6,120,079 - 6,120,079 6,120,079
Beposits with financial institutions - 783,948 - 783,948 783,948
S;‘;’f{;;g‘;g;:t"”ds measured at 17,135,165 - 17,135,165 17,135,165
Total financial assets - 26,774,769 - 26,774,769 26,774,769
LIABILITIES
Due to related parties - 28,825 - 28,825 28,825
Other payables - 3,460,867 - 3,480,867 3,460,867
Total financial liabilities - 3,489,692 - 3,489,692 3,489,692

{f) Capital and regulatory risk management

The Company’s objectives when managing capital are to comply with various requirements under the
insurance Act, 2017 Laws of Uganda. These include;

. compliance capital requirements under section 6 of the Insurance Act, 2017 Laws of Uganda;

. to maintain a minimum margin of solvency as required by section 44 of the Insurance Act, 2017

Laws of Uganda.

. to maintain a contingency reserve to cover fluctuations in securities and variations in statistical
estimates as required by section 47 of the Insurance Act, 2017 Laws of Uganda.

The Company had complied with all the requirements above at 31 December 2024 and 2023.

The Company’s Capital Adequacy Ratio requirements for the year ended 31 December 2024 and 2023

are as follows:

Credit risk
Market risk
Insurance risk
Operational risk
Capital required

Shareholders' funds
Deductions and diversification
Total available capital

Capital adequacy ratio

Minimum Capital

2024 2023
Ushs'000 Ushs'000
3,927,207 4,992 419
691,787 38,462
2,013,896 1,469,177
1,800,000 1,800,000
8,432,890 8,300,058
17,806,461 15,671,039
(1,706,274) (1,159,073)
16,100,187 14,511,966
257% 207%
6,000,000 6,000,000
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9, Insurance service result

All contracts have been measured under the Premium Allocation method (PAA)

a) Insurance revenue and insurance service expenses

Portfolio

Aviation
Engineering

Fire

Liability

Marine

Motor

Personal Accident
Theft

Employer Liability
Miscellaneous
Agriculture

Total

b) Net expenses from reinsurance contracts

Portfolio

Aviation
Engineering

Fire

Liability

Marine

Motor

Personal Accident
Theft

Employer Liability
Miscellaneous
Agricuiture

10. Net finance resulf

At 31 December 2024

Investment return

Interest revenue calculated using the effective interest method

Net impairment loss on financial assets

2023
amount
Insurance Insurance
Insurance service Insurance service
revenue expense revenue expense
Ushs’000 Ushs'000 Ushs’000 Ushs’000
19,059 5197 1,196
2,074,981 1,047,857 765,099 371,014
5,945,291 2,748,238 5,124,264 2,827,593
822,062 458,130 684,209 400,355
3,392,276 1,260,571 2,751,172 1,081,895
9,099,105 5,407,881 6,227,729 4,585,553
553,639 339,691 227,485 150,831
1,411,269 2,456,577 1,628,287 (327,968)
2,760,472 1,425,916 2,114,517 1,430,833
767,959 246,829 899,410 732,304
83,268 113,966 92,507 -
26,929,381 15,510,853 20,415,875 11,252,410
2024 2023
Ushs’000 Ushs’000
16720 -
755,504 (193,328)
2,698,499 2,343,598
292,290 191,440
1,035,276 736,745
231,396 613,626
153,157 (45,604)
(654,574) 761,623
221,115 165,247
476,109 425,153
16,199
5,241,691 4,998,500
The following table analyses the Company's net financial result in the profit or loss and OCI.
2024 2023
Ushs’000 Ushs'000
2,747,269 2,405,616
(41,847) (3,430)
2,705,422 2,402,186

Total investment refurn
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1.

At 31 December 2024 2024 2023
Ushs'000 Ushs’000
Net finance income from insurance contracts
Net finance income/(expenses) from insurance contracts 956,264 (482,373)
Effect of changes in interest rates and other financial
assumptions - {166)
Total net finance income/{expenses) from insurance
contracts 956,264 {482,539)
Net finance income from reinsurance contracts
Total net finance (expenses)income from reinsurance contracts {430,117) 389,520
Total net finance income/(expenses) from reinsurance
contracts 526,147 {93,019)
a) Insurance finance income and expenses
2024 2023
Ushs’000 Ushs’000
Net finance incomef{expenses) from insurance contracts
Amounts recognised in profit or loss 956,264 (482,539)
956,264 (482,539)
Net finance income/{expenses) from reinsurance contracts
Amounts recognised in profit or loss {430,117) 389,520
Total 526,147 (93,019)
b) Interest revenue calculated using the effective interest method
Financial assets measured at amortised cost
2024 2023
Ushs’000 Ushs’000
Cash and cash equivalents 43,106 82,497
Deposits with financial institutions 189,991 57,155
Government bonds 2,514,172 2,265,964
2,747,269 2,405,616
Other (expense)/ income
2024 2023
Ushs’000 Ushs’000
Interest on staff loans 13,992 16,348
{Loss on disposal)/fother income (18,703) 128,959
(4,711) 145,307

Other income includes interest earned on staff loans and any other miscellanecus income earned by the

Company during the period.
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12.  Other operating expenses

13.

Claims and benefits

Employee benefits (note 12 a)
Depreciation and amortisation (note 15)
Amortisation on intangible assets (nofe 16)
Leases (note 15)

Advertising

Professional and consultancy

Auditors’ remuneration

Directors’ fees and allowances

Levy

Other®

Amounts attributed to insurance acquisition cash flows incurred
during the year

Amortisation of insurance acquisition cash flows

Represented by:
Insurance service expenses
Other operating expenses®

2024 2023
Shs’000 Shs’000
9,822,192 7425133
3,537,697 2,873,969
120,260 100,555
5,531 4,382
63,285 99,482
223,336 46,984
113,097 221,405
116,974 93,302
328,471 231,324
335,807 257,008
1,825,268 1,786,862
16,491,918 13,140,496
5,688,661 3,827,277
22,180,579 16,967,773
15,510,853 11,252,410
6,669,726 5,715,363
22,180,579 16,967,773

* Other operating expenses includes other administrative expenses including printing, stationery, travel
and motor vehicle costs, meetings and conference costs, registration costs, staff welfare expenses, utilities,

insurance, bank charges, office maintenance, non-claimable input VAT and subscription.

a) Employee benefit expenses

Employee benefits expenses include the following:

Salaries and wages
National Social Security Fund contributions

Other finance costs

Interest expenses on lease liabilities (note 25)

Net foreign exchange loss

2024 2023
Ushs’000 Ushs'000
3,213,001 2,615,624
324 696 258,345
3,537,697 2,873,969
2024 2023
Ushs’000 Ushs’'000
86,062 67,571
101,342 78,197
187,404 145,768
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14,

15.

Taxation

a) Income tax expense

Current income tax expense
Deferred tax asset recognized

Note

26

b) Recongiliation of the accounting profit to the tax charge

2024
Ushs’000
(411,142)

{411,142)

2023

Ushs’000
{380,579)

683,422
302,843

The tax on the Company's profit before income tax differs from the theoretical amount that would arise
using the statutory income tax rate as follows:

Effective 2024 Effective 2023
Tax rate Tax rate
% Ushs’000 % Ushs’000
Profit before income tax 2,546 565 758,308
Lat: using the domestic corporation 20% 763,970 30% 227 492
Prior year over provision of current o ) o )
income tax 0% 0%
Tax effect of income taxed at 20% o o
(2023:20%) 16% 411,142 50% 380,579
'fI'ax effect of expenses not deductible 0.5% 12,011 0% 3,603
or tax purposes
“gg% effect of income not taxable at 31) % (797.710) (90) % (679,789)
Recognition of previously o ) o
unrecognized deferred tax assets 30% (90) % (683,422)
Current year losses for which no o o
deferred tax is recognised 1% 21,729 59% 448,694
411,142 40% (302,843)
Property, equipment and right-of-use assets
Furniture,
Motor  fittings and Computer Right-of-use
vehicles equipment  equipment assets Total
Cost Ushs'000 Ushs’000 Ushs’000 Ushs’'000  Ushs’000
At 1 January, 2024 205,679 265,694 241,961 847,738 1,561,072
Additions - 271,234 16,635 1,296,014 1,583,883
Disposals - (15,232} - (847,738)  (862,970)
As at 31 December 2024 205,679 521,696 258,596 1,296,014 2,281,985
Accumulated depreciation
At 1 January, 2024 124,163 122611 161,764 405,523 814,061
Charge for the year 26,420 44 545 49,295 63,284 183,544
Disposal Depreciation - (8,951) - (405,523) {414,474}
As at 31 December 2024 150,583 158,205 211,059 63,284 583,131
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16.

17.

Furniture,
Motor  fittings and Computer Right-of-use

vehicles equipment equipment assets Total
Cost tshs'000 Ushs’000 Ushs’000 Ushs’000  Ushs’000
At 1 January, 2023 103,679 255,455 201,513 847,738 1,408,385
Additions 102,000 10,239 40,448 - 152,687
As at 31 December 2023 205,679 265,694 241,961 847,738 1,561,072
Accumulated depreciation
At 1 January, 2023 100,398 90,171 117,414 306,041 614,024
Charge for the year 23,765 32,440 44,350 99,482 200,037
As at 31 December 2023 124,163 122,611 161,764 405,523 814,061
Carrying value
As at 31 December 2024 55,096 363,491 47,537 1,232,730 1,698,854
As at 31 December 2023 81,516 143,083 80,197 442,215 747,011

The reclassification adjustment was meant to align the Right-of -use assets, the deprecialion and the
accumulated depreciation on the lease liability. Property and equipment are non-current assets.

Intangible assets

Cost
At 1 January

Additions
As at 31 December

Accumutated amortization
At 1 January

Charge for the year

As at 31 December
Carrying value

As at 31 December
Intangible assets are non-current assets.

Financial investments at amortised cost

Financial investments

Deposits with financial institutions
Government bonds

Subtotal

Statutory deposit

2024 2023
Ushs’000 Ushs’000
1,111,258 1,111,258
1,111,258 1,111,258
1,105,727 1,101,345

5,531 4,382
1,111,258 1,105,727
- 5,531
2024 2023
Ushs’000 Ushs’000
2,776,898 783,948

18,778,123 17,135,165

21,555,021 17,919,113
1,244,297 799,047

22,799,318 18,718,160
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Financial investments

Financial investments
Measured at amortised cost
Statutory deposit

Measured at amortised cost

a) Government bonds
Treasury bonds — measured at amortised cost

Premium
Accrued interest

Less; Expected credit losses

b) Statutory deposit

Treasury bonds — measured at amortised cost

Premium
Accrued interest

Less: Expected credit losses

2024 2023
Ushs’000 Ushs’000
21,555,021 17,919,113
1,244,297 799,047
22,799,318 18,718,160
20,042,431 17,190,929
(1,391,125) (458,735)
145,585 419,228
(18,768) (16,257)
18,778,123 17,135,165
1,180,081 825,516
(9,918) (51,003)
65,378 25,292
(1.244) (758)
1,244,297 799,047

According to section 38 of the Insurance Act, 2017, every insurer shall hold an account maintained by
the insurer with a commercial bank approved by the Authority of a sum equal to ten percent of the paid-

up capital of the insurer.

¢) Fixed deposit
Gross carrying value

Less: Expected credit losses

2024 2023
Ushs'000 Ushs'000
2,796,995 803,880

(20,097) (19,932)
2,776,898 783,948

The Company has invested the security deposit in government securities as required by the Insurance

Act, 2017 - Section 38(3).

The table below analyses the movement in financial investments measured at amortised cost.

Fixed Statutory Government

2024 deposits deposit bonds 31-Dec

Ushs'000 Ushs'000 Ushs'000 Ushs'000
At amortised cost
At 1 January 783,948 799,047 17,135,165 18,718,180
Additions 2,657,184 964,187 3,725,718 7,347,089
Maturities (767,947) (547,259) (2,924,382) (4,239,588)
Premium - (35,812) {108,488} (144,300)
interest accrued 123,810 65,378 968,878 1,158,066
Impairment allowance {20,097) {1,244) (18,768) (40,109}
At 31 December 2,776,898 1,244,297 18,778,123 22,799,318
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Fixed Statutory Government

2023 deposits deposit bonds 31-bec
Ushs'000  Ushs'000 Ushs'000 Ushs'000

At amortised cost
At 1 January 238,175 825,516 11,126,356 12,190,047
Additions 767,948 - 6,549,448 7,317,396
Maturities {238,175) - (484,875) {(723,050)
Premium - (51,003) (458,735) (509,738)
interest accrued 35,932 25292 419,228 480,452
Impairment allowance (19,932) (758) {16,257) {36,947)
783,948 799,047 17,135,165 18,718,160

The following illustrates the expected seitlement on the remaining period to maturity for financial

investments measured at amortized cost (deposits with financial institutions and government bonds);

2024 2023
Ushs'000 Ushs'000
Within 12 months 2,776,898 3,713,013
Greater than 12 months 20,022,420 14,245 863
Total 22,799,318 17,958,876
18. Receivables
2024 2023
Ushs'000 Ushs'000
Receivables arising out of other insurance arrangements (note 6,383,006 4,860,983
18 a)
Receivables arising out of other reinsurance arrangements 327,149 377,028
(note 18 b)
Salary advance 103,102 131,436
Prepayments and deposits 112,129 102,692
Value Added Tax (VAT) 29,975 29,975
Withholding Tax (WHT) 487,379 428,577
Sundry debtors 246,096 292 080
7,688,836 6,222 771
a) Receivables arising out of other insurance arrangements
2024 2023
Ushs’000 Ushs’000
Premium receivables 6,920,841 5,363,722
Expected credit losses (537,835) (502,739)
6,383,006 4,860,983
b} Receivables arising out of other reinsurance arrangements
2024 2023
Ushs’000 Ushs’000
Reinsurance receivables 327,149 377,028
Expected credit losses - -
327,149 377,028
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All receivables are expected to be settied within one year except for value added tax and withholding
tax whose settlement realization may exceed one year.

The fair value of insurance receivables approximates the carrying amounts.

19. Movement in expected credif losses

2024 Ushs’000 Ushs’000 Ushs’000
Government bonds 16,257 2,511 18,768
Statutory deposit 758 486 1,244
Deposits with financial institutions 19,932 165 20,097
Receivables 502,739 35,096 537,835
Cash and cash equivalents 4,025 3,689 7.614

543,711 41,847 585,558
2023 Ushs’000 Ushs’000 Ushs’000
Government bonds 11,539 4,718 16,257
Statutory deposit 538 220 758
Deposits with financial institutions 16,325 3,607 19,932
Receivables 502,739 - 502,739
Cash and cash equivalents 9,140 (5,115) 4,025

540,281 3,430 543,711

20. Cash and cash equivalents

2024 2023

Ushs’000 Ushs'000

Cash and balances with banks 1,143,580 902,349
Call Deposits 295,827 1,837,253
1,439,407 2,739,602

Expected credit losses (7,614) (4,025)
Total cash and cash equivalents 1,431,793 2,735,577

These are due on demand.
The movement in financing activities that directly affect the Company’s cash flows are included in note
25(iit).

21. Dividends

in order to meeting solvency requirements, the directors do not recommend the payment of a dividend
for the year ended 31 December 2024 (2023: Nil). In addition, no interim dividend was paid during the
year. Payment of dividends is subject to withholding tax at rates, depending on the residence of the
recipient and approval by the IRA,
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22. Capital and reserves

a) Share capital

2024 2023
Ushs’000 Ushs’000

Authorized share capital at 1 January and 31 December
449,632 (2023: 449 ,632) shares of stated capital.
Ordinary shares of Ushs 37,220 (2023: Ushs 37,220} per share 16,687,083 16,687,083
Issued share capital at 1 January and 31 December
448,080 (2023: 448,080) shares of stated capital.
Ordinary shares of Ushs 37,220 (2023: Ushs 37,22Q) per share 16,687,083 16,687,083

The reconciliation below shows the number of shares and the amounts at the beginning and end of
2024 and 2023,

Authorised share capital 2024 2024 2023 2023
No. Amount, No. Amount,

Ushs'000 Ushs'000

At 1 January 449,632 16,735,290 294,303 10,953,958
Additionat shares - - 155,329 5,781,332
At 31 December 449,632 16,735,290 449,632 16,735,290
Issued share capital 2024 2024 2023 2023
No. Amount, No. Amount,

Ushs'000 Ushs'000

At 1 January 448,080 16,687,083 291,945 10,866,193
Additional shares - - 156,135 5,820,890
At 31 December 448,080 16,687,083 448,080 16,687,083

Share capital

The total authorized number of ordinary shares is 449,632 with a par value of Ushs 37,220 per share. At
31 December 2024, 448,080 ordinary shares were in issue (2023: 448,080 ordinary shares). All issued
shares are fully paid.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company. All ordinaty shares rank equally about the
Company’s residual assets.

b) Regulatory capital requirement

The minimum statutory capital for non-life insurance business as per the insurance Act, 2017 Laws of
Uganda is Ushs 6 billion {2023: Ushs 6 billion). The Company has met this requirement.

¢) Deposits for shares

There was no additional capital injection into the business by the company owner during the year and
equally, there was no movement in the number of shares. (2023: Ushs 5,820,890,000 additional capital
injection)

Capital and reserves continued.

2024 2023
Ushs'000 Ushs’000

As at 1 January
Additional deposits for shares - 5,724 568
Transfer to share capital (153,804 shares) - (5,724,568)

As at 31 December - -
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d) Retained Earnings

These comprise of prior year tax profits, less any appropriation fo contingency reserves, capital
reserves, dividends plus current year profits. As at 31 December 2024, retained earnings were Ushs
1.119 bilfion (2023: Ushs' 1.016 billion losses).

e) Contingency reserve

While there was no current requirement to have a contingency reserve. For prudence purposes, the
Company had previously maintained its contingency reserves, in the prior year in accordance with
Section 47 (c) of the old insurance act which was equal to 2% of the gross premiums written or 15% of
the net profit whichever was greater. In the year ended 31 December 2024, no appropriation of profits
to contingency reserve has been made. The directors released the accumulated fund in contingency
reserve into retained earnings during the prior year 2023.

Movements in the capital and reserves are shown in the statement of changes in equity.

2024 2023
Ushs’000 Ushs’000
Contingency reserves - -
Retained Earnings 1,119,379 1,016,044
23. Other payables
2023 2023
Ushs’000 Ushs’000
Accruals 304,400 289,148
Insurance commissions payables 3,679,264 1,944 886
Provisions 115,080 39,519
Statutory dues 1,244,730 _ 898,504
Others 150,087 238,810
5,393,561 3,460,867
These amounts are due on demand and within 12 months.
24. Insurance and reinsurance contracts
2024 2023
Ushs'000 Ushs’000
Insurance contract liabilities
— Insurance contract balances (note 24 a) 17,884,280 15,207,434
Reinsurance contracts
— Reinsurance contract assets (note 24 b) 8,123,083 5,879,698

a. Movement in insurance and reinsurance confract balances

The following reconciliations show how the net carrying amounts of insurance and reinsurance contracts
changed during the year as a result of cash fiows and amounts recognised in the statement of profit or
loss and QCI for contracts measured under the premium allocation method, (PAA)

The Company presents a table that separately analyses movements in the liabilities for remaining

coverage and movements in the liabilities for incurred claims and reconciles these movements to the line
items in the statement of profit or loss and OCI.
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)

24. Insurance and reinsurance contracts (Continued)
{d) Significant judgments and estimates

(i}  Fulfilment cash flows

Fulfilment cash flows comprise:

—  estimates of future cash flows;

— an adjustment to reflect the time value of money and the financial risks related to future cash
flows, to the extent that the financial risks are not included in the estimates of future cash flows;
and

—  arisk adjustment for non-financial risk.

The Company's objective in estimating future cash flows is to determine the expected value of a range
of scenarios that reflects the full range of possible outcomes. The cash flows from each scenario are
discounted and weighted by the estimated probability of that outcome to derive an expected present
value. If there are significant interdependencies between cash flows that vary based on changes in
market variables and other cash flows, then the Company uses stochastic modelling techniques to
estimate the expected present value. Stochastic modeliing involves projecting future cash flows under
a large number of possible economic scenarios for market variables such as interest rates and equity
returns.

(i) Estimates of future cash flows

In estimating future cash flows, the Company incorporates, in an unbiased way, all reasonable and
supportable information that is available without undue cost or effort at the reporting date. This
information includes both internal and external historical data about claims and other experience,
updated to reflect current expectations of future events.

The estimates of future cash flows reflect the Company's view of current conditions at the reporting date,
as long as the estimates of any relevant market variables are consistent with observable market prices.

When estimating future cash flows, the Company takes into account current expectations of future
events that might affect those cash flows. However, expectations of future changes in legistation that
would change or discharge a present obligation or create new obligations under existing contracts are
not taken into account until the change in legislation is substantively enacted. The Company derives
cost inflation assumptions from the difference between the yields on nominal and inflation-finked
government bonds.

Cash flows within the boundary of a contract relate directly to the fulfilment of the contract, including
those for which the Company has discretion over the amount or timing. These include payments to (or
on behalf of) policyholders, insurance acquisition cash flows and other costs that are incurred in fulfilling
contracts.

insurance acquisition cash flows arise from the activities of underwriting a group of contracts that are
directly aftributable to the portfolio of contracts to which the group belongs. Other costs that are incurred
in fulfilling the contracts include:

— claims handiing, maintenance and administration costs;
—  recutring commissions payable on instalment premiums receivable within the contract boundary,

Cash flows attributable to acquisition and other fulfilment activities are allocated to groups of contracts
using methods that are systematic and rational and are consistently applied to all costs that have similar
characteristics. The Company generally allocates insurance acquisition cash flows to groups of
contracts based on the total premiums for each group, claims handling costs based on the number of
claims for each group, and maintenance and administration costs based on the number of in-force
contracts within each group. Other costs are recognised in profit or loss as they are incurred.
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MAYFAIR INSURANCE COMPANY UGANDA LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

24,

Insurance and reinsurance contracts (Continued)

(iiiy Contract boundaries

The assessment of the contract boundary, which defines which future cash flows are included in the
measurement of a contract, requires judgement and consideration of the Company’s substantive rights
and obligations under the contract.

(ivi Reinsurance confracts

Each of the Company's quota share reinsurance contracts has an annual term, covers underlying
contracts issued within the term on a risk-attaching basis and provides unilateral rights fo both the
Company and the reinsurer to terminate the cession of new business at any time by giving three months’
notice to the other party. On initial recognition, the cash flows within the reinsurance contract boundary
are determined to be those arising from underlying contracts that the Company expects to issue and
cede under the reinsurance contract within the next three months, Subsequently, expected cash flows
beyond the end of this initial notice period are considered cash flows of new reinsurance contracts and
are recognised, separately from the initial contract, as they fall within the rolling three-month notice
period.

Each of the Company's excess of loss and stop loss reinsurance contracts has an annual term and
covers claims from underlying contracts incurred within the year (i.e. loss- oceurring). Cash flows within
the contract boundatry are those arising from underlying claims incurred during the year.

(v)  Risk adjustments for non-financial risk

Risk adjustments for non-financial risk are determined to reflect the compensation that the individual
issuing entity would require for bearing non-financial risk and are aliocated to groups of contracts based
on an analysis of the risk profiles of the groups. Risk adjustments for non-financial risk reflect the
diversification benefits from contracts issued by the entily, in a way that is consistent with the
compensation that it would require and that reflects its degree of risk aversion, and the effects of the
diversification benefits are determined using a correlation matrix technigue.

The risk adjustments for non-financial risk are determined using the confidence level technique. To
determine the risk adjustments for non-financiat risk for reinsurance contracts, the Company applies
these techniques both gross and net of reinsurance and derives the amount of risk being transferred to
the reinsurer as the difference between the two resuits.

Applying a confidence level technique, the Company estimates the probability distribution of the
expected present value of the future cash flows from insurance contracts at each reporting date and
calculates the risk adjustment for non-financial risk as the excess of the value at risk at the 75th
percentile (the target confidence level) over the expected present value of the future cash flows.

(e} Assumptions and methodologies

(i} Measurement model

Majority of the Company's insurance contracts are short-term, lasting an average of one year or less,
which makes the premium allocation approach PAA method a suitable choice.

Further, a PAA eligibility was conducted on the products that tend to have a term of more than one year.
The difference was observed not to be material, therefore adoption of PAA methad for these products
is also in fine with IFRS17 requirements.

With the Company's reinsurance programme majorly being proportional, the findings on materiality
would also hold true for the reinsurance contracts.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

24. Insurance and reinsurance contracts (Continued)

(i) Valuation methods

The methods that were used to value the insurance liabifity for each product class were in accordance
with the guidelines issued within the Insurance (Capital Adequacy) Regulations, 2020, and are
summarised below.

The methods used to calculate the insurance liabilities were:

] Outstanding Claim Liabilities: Basic Chain Ladder, Bornhuetter-Ferguson, Expected Loss Ratio
and Cape Cod (Standard-Buhlmann)
" Unearned Premium Reserve: "365ths” method for gross premium Claims Reserves Computation

The 365th — method of calculating unearned premium assumes premiums are earned evenly throughout
the policy period. Hence, the reserve is based on the premium proportion attributable for the unexpired
policy period, assuming uniform risk distribution.

Reserves were computed using the Basic Chain Ladder (BCL), the Bornhuetter-Ferguson (BF),
Expected L.oss Ratio and the Cape Cod methods on a quarterly basis with a run-off period of 44 quarters,
or annual basis with run-off periods of 11 years.

The choice of methodology and run-off classifications used for each class was guided by the nature of
the business class and availability of credible volume of data.

Under the Basic Chain Ladder (BCL) method, Incurred Data (Paid and OCR) claims data was displayed
in the development triangles and age to age factors calculated. For each payment lag, average age to
age factors is computed which are used to get cumulative development factors (CDF). The cumulative
development factors show the development pattern of the claims that help project uitimate claims using
a trianguiation approach.

The Bornhuetter-Fergusson (BF) method is a blend between the basic chain ladder method and what is
expected based on the recent experience of the class. In this method, historical experience is retained
as part of the estimate of ultimate claims but is not the basis from which future claim activity is projected.
Instead, we derive future claim activity from a priori estimate of our expectation.

The Bornhuetter-Fergusson method was adopted where there was uncertainty in the claims reporting
trends. In this regard, the basic chain ladder method depends on the stability of claims reporting. The
Bornhuetter - Fergusson method considers both the claims developed to date (which depends on
reporting patterns) and the expected claims based on recent experience of the class, hence improving
the accuracy of the estimate.

The Cape Cod method assumes a constant uitimate loss ratio for each accident years. The ultimate
loss ratio is estimated by dividing the reported losses for all years by the reported exposures. The
reported exposure is estimated by multiplying the exposure measure by the percentage of losses that
have developed. Earned premiums have been used as the exposure measure. The claims reserve is
then estimated as the percentage of unreported expected ultimate claims.

The Expected Loss Ratio method projects ultimate claims relative to earned premiums, based on
expected loss ratios for each loss period. This method has been employed for classes where past data
available was considered inadequate for friangulation.

IBNR is calculated as the projected ultimate claims less actual claims incurred to date.

(iti) Adjustments to claims data

Appropriate adjustments have been made for large claims/outliers that are expected to distort the
estimated development of future claims. Where adjustments have been made in the data used for
large/outlier claims, consideration has further been taken of whether such experience can be reasonably
expected to recur in future and the expected impact on claims. Where applicable, explicit loadings for
expected large claims have then been made in the reserve estimates.
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24,

Insurance and reinsurance contracts (Continued)
{iv) Risk margin

The Risk Margin is the compensation that an entity requires for bearing the uncertainty about the amount
and timing of the cashflows that arises for non-financial risk as the entity fulfils insurance contracts. The
risk margin was calculated using bootstrapping method at 75% confidence level. This involved
simulating claims reserves by sampling from past outcomes of development factors.

For classes which had limited data, the foliowing assumptions were taken:
. Taken as 20% ratio of RA/OCL (excluding ULAE)

- The analysis covered the lines: Engineering, Fire Domestic, Fire Industrial, Liability, Marine, Motor
Private, Motor Commercial, Personal Accident, Theft, and workmen's Compensation.
. The selected lines of business had sufficient triangulation data.

. From the analysis, the average ratio of RA fOCL excluding ULAE (at the portfolio level) was 17%
at the 75% confidence level. A conservative 20% ratio was then selected (implicitly capturing
correlated risks)

(v} Discounting of reserves

All cash flows are discounted using risk-free yield curves adjusted to reflect the characteristics of the
cash flows and the liquidity of the insurance contracts. Mayfair generally determines the risk-free rates
using the observed mid-price swap yield curves for AA-rated banks (adjusted for the bank's credit risk).
The yield curve is interpolated between the last available market data point and an ultimate forward rate,
which reflects long-term real interest rate and inflation expectations.

For markets in which there is no reliable swap yield curve, government bond yields are used. Although
the uitimate forward rate is subject to revision, it is expected to be stable and would change only on
significant changes to long-term expectations. To reflect the liquidity characteristics of the insurance
contracts, the risk-free yield curves are adjusted by an illiquidity premium. lliquidity premiums are
generally determined by comparing the spreads on corporate bonds with the costs of CDSs with
matching critical terms for the same issuer.

The applicable discount rates are the Ugandan government bonds yield curve sourced from the Uganda
Stock Exchange.

The tables below set out the yield curves used to discount the cash flows of insurance ¢ontracts.
2024
Term 1 2 3 4 5 6 7 8 9 10

Rate 16.13% 16.58% 16.56%  16.61% 16.83% 17.08%  17.28%  17.61%  17.73% 17.86%

2023
Term 1 2 3 4 5 6 7 8 9 10
Rate 12.74% 13.43%  1417%  14.66% 14.82% 15.06% 15.20%  15.34% 1545%  15.53%

(vi) Claims reserves
Unallocated Loss Adjustment Expenses (ULAE)
In determining the Liability of Incurred Claims (LIC), the ULAE was determined separately.

This refers to all external, internal, and administrative claims handling expenses, including determination
of coverage, that are not included in allocated loss adjustment expenses.

The Assumptions taken were the following:

a. Payments of ULAE are proportional to payments of claims.
b. The timing of payments of ULAE follows the timing of payments for claims.
c. Historical relationship between paid ULAE and paid claims represent the relationship expected

between future ULAE and future claims payment.

A 5% inflation Margin was assumed in determining the ULAE to be adopted.
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25.

Leases

L.eases as a lessee (IFRS 16)

The Company leases office premises. The leases typically run for a period of 1-5 years, with an aption
to renew the lease after that date. Lease payments are renegotiated every renewal cycle io reflect
market rentals. Some leases provide for additional rent payments that are based on changes in local
price indices.

Information about leases for which the Company is a lessee is presented below;

At 31 December 2024, the contractual undiscounted cashflows of the leases were payable as follows:

2024 2023

Ushs’000 Ushs’000

Within one year 388,430 175,441
Between 2 and 5 years 907,584 599,424
More than 5 years - -
At 31 December 1,296,014 774,865
Lease liabilities 2024 2023
Ushs’000 Ushs’000

At 1 January 624,205 728,709
Lapsed Lease during the year (491,999) -
New Lease 1,296,014 -
Interest on lease 86,062 67,571
Lease payments (180,117} (180,552)
Unrealized foreign exchange loss 12,567 8,477
1,346,732 624,205

2024 2023

Ushs’000 Ushs’000

Current 206,999 111,656
Non-current 1,138,733 512,550

(i) Extension options

Some leases of office premises and equipment contain extension options exercisable by the Company
before the end of the non-canceliable contract period. Where practicable, the Company seeks to include
extension options in new leases to provide operational flexibility. The extension options held are
exercisable only by the Company and not by the lessors.

The Company assesses at lease commencement date whether it is reasonably certain to exercise the
extension options. The Company reassesses whether it is reasonably certain to exercise the options if
there is a significant event or significant changes in circumstances within its control. Given the nature of
most of the leases (office premises), the Company has not estimated the additional lease liability that
would resuit from the renewal options. The Company will keep assessing the impact of renewal options
on the iease liability at each reporting period.

(i) Amounts recognised in statement of cashflows

2024 2023

tUshs’000 Ushs’000

Lease interest expense paid 86,062 67,571
Lease payments-Principal (180,117) (180,552)
Total cash cutfiow for leases (94,055) {112,981)
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26. Deferred tax

Deferred income tax is calculated, in full, on all temporary differences under the liability method using a
principal tax rate of 30% (2023: 30%). The movement on the deferred income tax account is as follows:

At 1 January
Profit or loss charge

Deferred tax asset recognized
Deferred tax asset unrecognized
At 31 December

Movement in deferred tax balances

2024

Deferred income tax assets
Tax losses

Accelerated tax depreciation
Unrealized exchange loss/{gain)
L.eave and bonus provision

Bad debt provisions

Leases

IFRS 17 Adjustment

Net deferred income tax asset

2023

Deferred income tax assets
Tax losses

Accelerated tax depreciation
Unrealized exchange (gain)/loss
Leave and bonus provision

Bad debt provisions

Leases

IFRS 17 Adjustments

Net deferred income tax asset

2024 2023
Ushs ‘000 Ushs’000
Note
(2,041,208) (1,592,512)
21,729 (448,684)
{2,019,477} (2,041,206)
14 (683,422) (683,422)
(1,336,055) (1,357,784)
(2,109,477) {2,041,206)
Charged/
01-Jan {credited) to 31-Dec
P&L
Ushs’000 Ushs’000 Ushs’000
{513,740) 109,185 (404,555)
(100,438) 25,180 {(75,258)
75,183 (17,703) 57,480
(106,234) 60,307 (45,927)
(163,113} {12,554) {175,667)
(54,596) 5,461 (49,135)
(1,178,268) {(148,147) {1,326,415)
(2,041,206) 21,729 (2,019,477)
Charged/
¢1-Jan (credited) to 31-Dec
P&L
Ushs’000 Ushs’000 Ushs’000
(451611) (62,129) (513,740)
{127,766) 27,328 {100,438)
72,874 2,309 75,183
(89,482) (16,752) (108,234)
(162,084) (1,029} (163,113)
{56,103) 1,507 (54,596)
(778,340) (399,928) (1,178,268)
{1,592,512) (448,694)  (2,041,206)
{1,592,512) {448,694)  (2,041,208)

The Company has assessed the recoverability of the deferred tax assets and recognized Ushs'683
million at 31 December 2024 {2023: Ushs'683 million). At each reporting date, the Company continues

to reassess unrecognized deferred tax assets.
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27. Contingent liabilities
The Company did not have any significant contingent liabilities as at 31 December 2024 (2023: Nil)

28. Related party transactions

i} Key management compensation
2024 2023
Ushs'000 Ushs'000
Directors’ remuneration 328,471 231,321
328,471 231,321
i) Amounts due (from/to related companies.
2024 2023
Ushs'000 Ushs'000
B Mayfair Insurance Company Limited Kenya (5,729) 28,825
(5,729) 28,825
ii}  Nature of transactions with related parties
Name of related party Nature of business Relationship
?' Mayfair Insurance Company Limited Shareholder
Kenya None
u Andrea Limited None Shareholder
N Anjay Vithalbhai Patel Directors renumeration Shareholder
Vishal Rajinder Kumar Directors renumeration Shareholder
Manish Dawda Hasmukh Directors renumeration Shareholder
Vinay Dawda Directors renumeration Shareholder
Vikesh Dawda None Shareholder
Mitesh Jesani None Shareholder
Harish Jesani None Shareholder
Mitul Jobanputra None Sharehoider
Joban Holdings Limited None Shareholder
Kiboko Hoelding Limited Nene Shareholder
Yogesh Modi None Shareholder
Key management Key
Deva Rudra compensation management
Ramesh Babu Subbaiah Setty
Bonthala Directors renumeration Director
Candida Lynn Wekesa Okoboi Directors renumeration Director
Miriam Ekirapa Musaali Directors renumeration Director
Ali Reza Walji Directors renumeration Director

29. Events after reporting date

The Directors are not aware of any events after the reporting peried and up to the date of this report
which require adjustments to or disclosures in the financial statements.
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