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GROUP INFORMATION

CAPITAL AND RESERVES Shs ‘000
Authorised Cagpital 200,000
Issued Capital 180,000
Paid-up Capital 180,000
Reserves 1,849,205

REGISTERED OFFICE
Jubilee Insurance House
Wabera Strest

P O Box 30376

00100 - GPO

Nairobi, Kenya

Telephone: 3208 1000
Telefax: 3208 1150

E-mail: jic@jubileskenya.com

Website: www.jubileeinsurance.com

SUBSIDIARIES

The Jubilee Investments Company Limited {75%;

Jubilee Financial Services Limited (1009%)

Jubilee Insurance (Mauritius) Ltd (53.3%)

The Jubilee Insurance Company of Uganda Limited (56.25%)
The Jubilee Insurance Company of Tanzania Limited (51%)
Thillai Software Private Limited (100%)

ASSOCIATES

Property Cevelopment and Management Limited {34.76%)
IPS Power Investment Limited (27 %)

TPS Holdings Limited (21.52%)

East Africa Reinsurance Company Limited {25.83%)

BRANCHES

Mombasa:

Jubilee Insurance Building

Moi Avenue

P O Box 80220 - 80100

Mombasa, Kenya

Telephone: 316745, 316746 & 314019

E-mail: mombasa@jubileekenya.com

Kisumu:

Jubiles Insurance House
Opposite Cleck Tower

Cginga Cdinga Read

P O Box 378 - 40100

Kisumu, Kenya

Telephone: 42235 & 42250
E-mail: kisumu@jubileekenya.com

ACTUARY
John Graham
FIA, FASSA

INDEPENDENT AUDITORS
PricewaterhouseCoopers

PRINCIPAL BANKERS

Diamond Trust Bank Kenya Limited
Standard Chartered Bank Kenya Limited
Citibank, N.A.

Barclays Bank PLC, Mauritius
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NOTICE OF THE ANNUAL GENERAL MEETING

Notice is hereby given that the Sixty-Sixth Annual Genera! Meeting
of the Shareholders will be held at the Hilton Hotel, Mama Ngina
Street, Nairobi, on Thursday soth June, 2004 at 10.30 a.m. to trans-
act the following:

ORDINARY BUSINESS

1.

To consider and, if thought fit, t0 adopt the Accounts for the
year ended 318t December, 2003, the Report of the Directors
and the Report of the Independent Auditors thereon.

To confirm the payment of the interim dividend of 10% made on
171 Qotober, 2003 and approve the payment of a final dividend
of 36% on the issued and paid-up capital of the Company on or
about 30% June, 2004 to the Shareholders registered as at 11t
June, 2004.

To elect the following Directors who retire by rotation and being
eligible, offer themselves for re-election:

Mr Tom D Owuor
Mr Salim A Talib

Mr John D Harris retires in accordance with Article 90 of the
Company's Articles of Association, and being eligibie, offers
himself for re-election.

To fix the Directors’ remuneration.

To authorise the Directors to fix the Independent Auditors' remu-
neration.

By order of the Board
Margaret Muhuni-Kipchumba
Company Secretary

Nairobi, Kenya

237 April, 2004
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CHAIRMAN'S STATEMENT

Dear Shareholders,

| am pleased t¢ report that your Company achieved a very impres-
sive performance in 2003, recording the highest ever profit in its his-
tory. it gives me great pleasure, therefore, to present the annual
report and accounts for the year ended 315! December, 2003.

ECONOMY

2003 was a momentous year in Kenya's history following the gen-
eral election, which saw the peaceful transition ¢of power to a new
government with huge expectations. Though successfui in the
areas of currency exchange values, inflation and interest rates, the
government’s efforts in revamping the economy fell below expecta-
tion due to poor performance in the manufacturing, agriculture and
tourism sectors. Declining world coffee and tea prices impacted the
agricuttural sector adversely whilst the terrorism threat coupled with
adverse travel advisories affected the tourism industry. Security
conditions, regretfully, remain unstable.

Reinsurance costs have continued to rise and changes in the terms
and conditions at which international reinsurers are prepared to pro-
vide reinsurance, in the aftermath of 11th September, 2001, are
making it difficuit to underwrite some classes of business profitably,
particularly property insurance business. The Jubilee Group,
despite the record profits, has been adversely affected by these
developments causing us to refocus our business model and plans.
Declining interest rates impacted the investment income of many
players in the market in Kenya; however, the rising prices cn the
Nairobi Stock Exchange have improved the investment retumns of
investors to counter-balance the fall in investment income.

FINANCIAL PERFORMANCE

Despite some of the negative aspects referred to above, 2003 was
a remarkable year for the Group, with Group profit before tax sur-
passing the Shs 300 million mark for the first time to stand at Shs
305.7 million {2002; Shs 213.4 million}. Your Company’s initiative in

expanding its operations to other East African countries, a move
more and moere imitated by our competitors, resulted in recording
significant profits from Group companies in Uganda and Tanzania.
In addition, your Company took advantage of the stock market
prices and realized significant gains.

In line with the increase in profits, | am happy to inform you that your
Board of Directors has recommended an increased final dividend of
35% (Shs 1.75 per share) from 25% (Shs 1.25 per share) final divi-
dend paid for 2002. An interim dividend of 10% (Shs 0.50 per
share) was paid out on 171" October, 2003 bringing the total divi-
dend for 2003 to 45% (Shs 2.25 per share) against 35% (Shs 1.75
per share) for 20C2.

Group profit before tax (Shs million) 306
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The Group adopted the changes in the Internaticnal Financial
Reporting Standards relating o leaseheld land and restated the
value of investment properties by taking the fair value of leasehold
land as part of investment properties. This change has increased
the Sharehciders’ funds by Shs 226.8 million and the Long - Term
business funds by Shs 73.3 milkon.

Total Shareholders’ funds surpassed the Shs 2 billion mark at year-
end 2003 mainly due to increase in the value of investment proper-
fies and the unrealized gains from quoted shares in Kenya.



CHAIRMAN’S STATEMENT

(CONTINUED)

GENERAL INSURANCE

The gross premium income of the Group grew by 12.9% in 2003 to
reach Shs 1,749.4 milion from Shs 1,549.5 milion in 2002. Al
Group companies recorded growth in gross premium volumes,

Fire business continues to make losses due to substantial reinsur-
ance costs, inter alia, purchased for protection of catastrophic
events: notwithstanding the increased costs, your Board deems it
prudent to buy such protecticn to better safeguard the capital and
future of the Group. Motor busingss of regional companies
remained profitable. Increased frequency of motor accidents and
crime-related losses adversely affected Kenyan underwriting
results. An improvement in the country’s security situation woulc
benefit the insurance industry, our clients and all citizens and lead
to reduced insurance Gosts.

LIFE INSURANCE

At yearend 2003, another milestone was achieved when your
Company's Long-Term business funds, for the first time, exceeded
Shs 3 billion.

The gross premium income of Long-Term insurance business grew
by 22% in 2003 to reach Shs 686.5 million from Shs 562.7 miiion
in 2002. The profit transferred from Long-Term business to consol-
idated profit and loss account increased to Shs 32.6 million in 2003
from Shs18 million in 2002, an increase of 81%.

Your Company continues to maintain the leading position in the
management of Retirement Benefits Fund. The declared net return
of 10.25% is, yet again, one of the highest among the leading com-
panies in the insurance industry.

GROUP COMPANIES

The results of both The Jubilee Insurance Company of Uganda
Limited and The Jubilee Insurance Company of Tanzania Limited
are consolidated in 2003 as they became subsidiaries on 318t
December, 2002. Both companies continued to perform well in
2003. The results of Jubilee Insurance (Mauritius) Ltd were adverse-
ly affected by increased claims and delay in collection of premium
necessitating higher provisions for bad debts. In the light of the
results of Jubilee Insurance (Mauritius) Ltd, the tough approach to
reinsurance being taken by reinsurers in respect of the territory, pri-
marily arising from cyclone exposure and the legislative changes
proposed in the new Insurance Bil, which we deem to be
unfavourable to the interests of Jubflee Group in its’ current format,
the Board of Directors is evaluating a number of alternative options
for our Mauritian operations.

BOARD OF DIRECTORS

The Directors who served during the year are given on page 10
under Report of the Directors. Mr lain D Cheyne who was appoint-
ed to the Board in 2000, resigned on 25t November, 2003, 1, on
behalf of the Board, would like to thank him for his invaluable con-
tribution during his tenure as a Director and to place on record our
appreciation of the time, interest and effort he devoted to the
Jubilee Group. In his place, the Board appointed Mr John D Harris

who has taken over as head of financial services depariment in Aga
Khan Fund for Economic Development (AKFED). The experience of
Mr Harris in the financial markets in Asia, the Middle East, Europe
and Africa will be of inestimable value to the Company.

We were all greatly saddened by the sudden and untimely death on
18" June, 2003 of our former Director and colleague, Mr Abdul |
Paroo, so shortly after his retirement as Finance Director of the
Company. Abdul gave unstinting and invaluable service to all the
Jubilee Group companies and will be sorely missed. To Pervez, his
wife, and his family, we offer once again our heartfelt sympathy on
their great l0ss.

CORPORATE RESTRUCTURING

The Board and Management, after much planning and deliberation,
decided to commence a restructuring of your Company to better
prepare and equip it for the future and which would be in the best
interest of Sharsholders and customers alike. This, when approved
by regulators and Shareholders, would involve transferring the exist-
ing insurance business of The Jubilee Insurance Cornpany Limited
to a new wholly owned subsidiary insurance company and, effec-
fively, turning the existing Company, into a non-insurance holding
company.

The Company is also in the process of implementing new [T system.
The General insurance system is already installed in Uganda and it
is scheduled to be fully operational before the year-end 2004 in all
Group Companies. The Life insurance system, which is currently
being introduced gradually, is due to be completed by the end of
2005.

FUTURE OUTLOOK

Your Board is confident that the positive steps taken by the new
government in Kenya will resuilt in faster growth of the ecoenomy to
the benefit of all, The stock market continues to perform well on the
hope of this better outkook. | am very optimistic and confident about
the growth potential in both General and Life business in Kenya as
well as in the regional companies.

APPRECIATION

To brokers, agents and clients | say asante sana. It is because of
your continued support and the untiring contribution of our man-
agement and staff that we have achieved the great milestones inthe
history of Jubilee Group to which | referred above. On my own
behatf and on behalf of the Board, | wish to commend all staff mem-
bers, in Kenya and throughout the subsidiary companies, for their
invaluable service and commitment. Last but not least, my sincere
appreciation goes to my colleagues on the Board, whose guidance
and contribution has been instrumental in steering the Company to
such great heights. Of one thing we can be certain, we have the
drive, initiative and resources to continue to make Jubilee a great
arganization with a fantastic future. Let's ensure we jointly do so.

Augustine J Hatch
Chairman
Nairobi, Kenya - 239 April, 2004



REPORT OF THE DIRECTORS

The Directors submit their repart together with the audited financial
statements for the year ended 315! December, 2003 which disclose
the stale of affairs of the Company and the Group.

COUNTRY OF INCORPORATION
The Company is incorperated in the Republic of Kenya under the
Ceompanies Act and is domiciled in Kenya.

PRINCIPAL ACTIVITIES
The Company transacts all classes of insurance business.

RESULTS
The Group retumed record profits during the year. The following is
the summary of results for the year 2003:

Shs ‘000
Group profit before tax 305,664
Tax 62,939

Group profit aftar tax 242,725
Minority interest (29,964)
Profit attributable to Sharehclders 212,761

The Jubilee Insurance Company of Uganda Limited and The Jubilee
Insurance Company of Tanzania Limited became subsidiaries effec-
tive 315t December, 2002 and therefare, the results of both com-
panies were consolidated in 2003 financial staterments.

DIVIDEND

An interim dividend of Shs 0.50 per share amounting to Shs 18 mil-
lion (2002: Shs 18 million) was paid on 17th Gctober, 2003. The
Directors recommend a final dividend of Shs 1.75 per share
amounting to Shs 63 milion (2002: Shs 1.25 per share amounting
to Shs 45 milion) for approval by the Shareholders. The total divi-
dend for the year represents 45% of the issued share capital as at
315% December, 2003 (2002; 35%).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Group’s activities expose it to a variety of financial risks, includ-
ing oss risk (claims), credit risk and the effects of changes in equity
market prices, foreign currency exchange rates and interest ratos.
The Group’s overall risk management programme focusas on the
acceptable level of loss risk and the unpredictabiiity of financial mar-
kets and seeks to minimise potential adverse effects on its financial
performance within the opticns available in Kenya to hedge against
such risks. The Group has policies in place to ensure that insurance
is sold to customers with an approptiate claim and credit histary.

DIRECTORS

The Cirectors who held office during the year and 1o the dats of this
report were:

Augustine J Hatch* {Chairman)

Zulfikar K Mohamed*

lain D Cheyne™ (Resigned cn 25/1 1/03)

Amin M Datoo

John D Harris™ (Appointed on 25/11/03)

Sultan K Khimji

Frederic A Lucien***

Jdoseph M Mugwe

Tom D Cwuor

Salim A Talib

“lrish  ** Canadian *** British **** French

In accordance with Article 85 of the Company’s Articles of
Assaciation, the following Directors relire by rotation and, being eli-
gible, offer themselves for re-slection:

Mr Tom D Owuor

Mr Salim A Talib

In accordance with Article 90 of the Company's Articles of
Association, Mr John D Harris retires and being eligible, offers him-
self for re-election,

AUDITORS

The Gompany's independent auditors, PricewaterhouseCacpers, con-
tinue in office in accordance with Section 1 592} of the Companies Act.
On behalf of the Board

Joseph M Mugwe

Director

Nairobi, Kenya
23 Apri, 2004



STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Companies Act requires the Directors 1o prepare financial state-
ments for each financial year that give a true and fair view of the
state of affairs of the Company and the Group as at the end of the
financial year and of the profit and loss of the Group for the year. it
also requires the Directors to ensure that the Company keeps prop-
er accounting records that disclose, with reasonable accuracy, the
financial position of the Gompany. They are also responsble for
safeguarding the assets of the Company.

The Directors accept responsibility for the financial statements,
which have been prepared using appropriate accounting policies
suppbrted by reasonable and prudent judgements and estimates, in
conformity with International Financial Reporting Standards and the
requirernents of the Companies Act. The Directors are of the opin-
jon that the financial statements give a true and fair view of the state
of the financial affairs of the Company and of its profit. The Directors
further accept responsibility for the maintenance of accounting
records that may be relied upan in the preparation of financial state-
ments, as well as adequate systems of internal financial contral.

Nathing has come to the attention of the Directors to indicate that
the Company and its subsidiaries wili not remain a going cancem for
at least twelve manths from the date of this statement.

Amin M Datoo
Technical Director

Joseph M Mugwe
Director
234 April, 2004
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CORPORATE GOVERNANCE STATEMENT

The Capital Markets Authcrity issued guidelines on best corporate
governance practices for listed companies in Kenya which came
inta effect in 2002. The objective of the guidelines is to promote the
standards cof self-regulation and control so as to oring the level of
governance in line with international trends. The Board of Directors
is pleased to report that the fundamentals enshrined in the princi-
ples of good corporate governance continue to be part of the
Company’s committed values.

BOARD OF DIRECTORS

The Board comprises of executive, non-executive and independent
Directors. The Directors bring to the Board diverse skills and exper-
tise in the areas of acluarial science, insurance & reinsurance,
accounting, banking, manufacturing, Information technclogy,
huran resources and other specialised maragement and organi-
sational processes. The independent Cirectors have no manage-
ment cor any other business relationships with the Company, which
could influence their independence. During 2003 and up to the date
of this staternent, none of the Directars has received any benefit
from the Company cther than Directors’ fees and emaluments as
disclosed in the notes to the financial statements under note 25.
There were no loans advanced to any of the Directors during 2003.

To assist the Board in discharging its duties, various committees

have been set up as herein under:

1. Audit and Cornpliance Committee, chaired by Mr Joseph M
Mugwe. This committee oversees internal control processes and
the appointment of external auditors.

2. Finance Gommittee, chaired by Mr Sultan K Khimii, cverseeing all
financial and investment related matters.

3. IT Steering Committee is responsible for monitaring the new T
system being implemented oy the Company for its Gereral and
Life insurance operations and is chaired by Mr Salim A Talib.

4. Nominating & Senior Maragement Remuneration Committee,
vels candidates for directorship proposed by the Board and
Shareholders, reviews and determines the Company’s policy on
remuneration and advises on the specific remuneration packages
of executive Directors and senior management. This carmmittee
is chaired by Mr John D Harris.

5. Strategy Review Commitiee chaired by Mr Augustine J Hatch
focuses on the Company’s business model and plans to ensure
these develop and evolve, taking into account economic and
insurance industry trends and opportunities for expansion,

INTERNAL CONTROL PRQCEDURES

To promate efficient and effective use of resources, the Company
has an internal audit function whose remit is determined oy the
Audit and Compliance Committes. This Committee approves in
advance the annual plan of audit submitted by the internal audit
function for carrying out varicus checks and cartrels on the opera-
tions of the Company. The cormmittee also reviews on a quarterly
basis, the effectiveness of internal control systems and major find-

ings of internal audits. The committee ensures that appropriate
action is taken by management as per the recommendations of the
internal audit function.

COMMUNICATION WITH SHAREHOLDERS

The Company is commitied to ensuring that Sharsholders and ail
other stakeholders including the general public get relevant, accu-
rate and timely information cn the Company’s financial performance
throughout the year. This is done thraugh the distribution of the
annual repcrt and accounts and publication of half-yearly and final
results in the press. The Company has established a website to
inter aliz improve communication.

DIRECTORS' INTEREST IN THE SHARES OF THE COMPANY
AS AT 31ST DECEMBER, 2003

Number of

Name shares held

. Mr Zulfikar K Mchamed 6,640
2. Mr Amin M Datoo 1,088
3. Mr Sultan K Khirmji 21,5

lincluding shares held by his family and
company in which he has an interest)

DISTRIBUTION OF SHAREHOLDERS AS AT 31ST
DECEMBER, 2003

Number Number of Number of % share-
of shares Shareholders shares held holding
Uptc 500 643 154,229 0.43%
501 - 5,000 4,153 6,896,914 19.16%
5,001 — 10,000 414 2,943,787 8.18%
10,001 - 100,000 320 7,535,538 20.93%
100,001 - 1,000,000 13 3,284,728 3.12%
Over 1,000,000 2 15,184,804 42.18%
Total 5,545 36,000,000 100.00%

LIST OF 10 LARGEST SHAREHOLDERS AS AT 31ST
DECEMBER, 2003

Number of % share-

Name shares held holding
1. Aga Khan Fund for

Economic Development 13,674,545 37.98%
2. Ameerali K Somji & / or

Gulzar A K Somii 1,510,258 4.20%
3. United Housing Estate Limited 653,184 1.81%
4. Adam’s Brown and Co. Lid 621,792 1.73%
5. Ameerali Nazarali Esmail 510,256 1.42%
6. Jafferali Al Meghiji (deceased) 262,440 0.73%
7. Ameerali K Somji 182,688 0.51%
8. Gulzar A K Somii 182,346 0.51%
8. Naorali Rashid Sayani and

Gulshan Noorali Sayani 180,072 0.50%
10. Gulzar Shamshudeen Somiji 138,083 0.39%



REPORT OF THE INDEPENDENT AUDITORS

TO THE MEMBERS OF THE JUBILEE INSURANCE COMPANY LIMITED

We have audited the financial statements of The Jubilee Insurance
Company Limited for the year ended 315t December, 2003, set out on
pages 14 to 45,

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS
The Dircctors are responsible for the preparation of financial statements
as set out on page 11. Our responsibility is to express an independent
cpinion on the financial statements based on our audit.

BASIS OF OPINION

We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we plan and perform cur audit to
obtain reasonable assurance that the financial statements are free from
material misstatemnent. An audit includes an examination, on a test
basis, of evidence supporting the amounts and disclosures in the finan-
cial statements. It also includes an assessment of the accounting poii-
cies used and sigrificant estimates made by the Directors, as well as an
evaluation of the overall presentation of the financial statements,

We have obtained ail the information and explanaticns that to the best
of our knowledge and belief were necessary for the purposes of our
audit and believe that cur audit provides a reasonable basis for our opin-
ion.

OPINION

In our opinicn, proper books of account have been kept and the finan-
cial staterments give a true and fair view of the state of the financial
affairs of the Group and of the Gompany as at 318t December, 2003
and of the profit and cash flows of the Group for the year then ended
and comply with nternational Financial Reporting Standards and the
Kenyan Companies Act. The balance sheet of the Company is in agree-
ment with the books of account.

PREVATERHOUSE(COPERS @
Certified Public Accountants
Nairobi, Kenya

23rd Apyil, 2004



CONSOLIDATED PROFIT AND LOSS ACCOUNT

FGR THE YEAR ENDED 31ST DECEMBER 2003

2003 2002

Notes Shs'000 Shs'000
INCOME
Profit transferred from Short-Term business revenue account 33,536 29,028
Profit transferred from Long-Term business revenue accournt 6 32,560 18,000
Investment income 3 224,098 96,171
Total income 290,184 143,199
oUTGO
Expenses not charged to other accounts 2 46,129 14,347
Totai outgo 48,129 14,347
Operating profit 244,065 128,852
Share of result of associates before tax 11 {g) 61,599 84,561
Group profit before tax 2 305,664 213,413
Tax 5 (62,939) (54,057)
Net profit 242,725 159,356
Minority interest 10 (20,964) 5.086
Profit attributabie to shareholders 212,761 164,442
Earnings per share (Shs) - basic and diluted 26 5.9 457
DIVIDENDS
interim - paid 28 18,000 18,000
Final - proposed 28 63,000 45,000
Total dividends 81,000 63,000

The accounting policies on pages 25 to 28 and the notes on pages 29 to 45 form part of these financial statements,



CONSOLIDATED LONG-TERM BUSINESS REVENUE ACCOUNT

FOR THE YEAR ENDED 315T DECEMBER 2003

Superannuation
Retirement Other Restated
Ordinary Benefits Super- 2003 2002
Life Fund annuation Total Total
Class of Insurance Business Notes Shs'000 Shs'00¢ Shs'000 Shs'000 Shs'000
Gross premium income 232,457 208,468 140,203 871,118 531,519
Schemes transferred - 15,382 - 15,382 31,151
Total 232,457 313,840 140,203 688,500 562,670
Reinsurance ceded 2,846 - 33,899 36,745 24,489
Net premium written 229,611 313,840 106,304 . 649,755 538,181
Policyowners' benefits: ’ B
Claims incurred 106,511 - 5,862 112,373 101,657
Surrenders and annuities paid 51,604 157,066 25,227 '233;@7 256,526
Total claims, surrenders and annuities paid 158,115 157,066 31,089 346,270 358,083
Commissions (net) 19,746 1,478 (829) 20,385 19,410
Expenses of management 120,894 32,586 37,168 " 100,648 173,454
Total expenses 149,640 34,064 36,339 220,043 102,864
Investrment income 3 99,818 180,506 47,308 327 632 263,260
Increase in funds 2 21,674 303,216 86,184 411,074 250,494
Share of result of associates before tax 11(e) 13,581 - 26,462 40,043 10,009
Increase in share of revaluation
surplus of associales 508 - 17,739 18,247 774
Fair value gains on marketable securities 15 - 48 48 64
Fair value gains on unguoted ordinary shares 16 - 38,018 38,017 76,035 -
Transfer to profit and loss account 5} {(15,000) {9,622 (7,938) 32,560) (18,000)
Tax 5 (693) (6,154) {7,923) {14,770} (8,912)
Long -Term business funds
of subsidliaries on consclidation - - - - 104,270
Movement in funds 20,070 325,506 152,541 408,117 338,609
Funds at start of year (as
previously reported) 926,996 1,502,363 309,558 2738917 2,400,218
Deferred tax on fair value gains of
investment properties-associates 1i(e) {5,393} - - {5,393) (5,393
Reclassification of leasehold land-Company 14 47,962 - 11,474 59,438 59,436
Reclassification of leasehold land-associales 11i(e) 19,248 - - 19,248 19,248
As restated 988,813 1,502,363 321,032 2,812,208 2,473,509
Funds at end of year (@) 1,008,883 1,827,869 473,573 3,310,325 2,812,208

The accounting policies on pages 25 10 28 and the notes on pages 2

9 10 45 form part of these financial statements.
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CONSOLIDATED SHORT-TERM BUSINESS REVENUE ACCOUNT

FORTHEYEAR ENDED 31ST DECEMBER 2003

Fire Fire

Class of Insurance Business Engineering Domestic Industrial Liability Marine

Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000
Gross premium income 86,661 28,628 362,130 24,761 107,685
Reinsurance ceded 72,500 14,104 264,224 15,842 58,743
Net premium written 14,161 14,524 67,906 8,919 48,942
Uneamed premium brought forwarad 4,589 6,993 39,289 2,920 20,336
Uneamed premium carried forward 4,700 10,273 47,125 3,540 25716
Net earned premium 14,050 11,244 60,070 8,299 43,562
Claims paid 3,783 2,535 37,605 4,461 16,394
Claims outstanding carried forward 3,887 2,616 24,934 22,650 20,747
Claims outstanding brought forward 3,186 2,891 36,008 26,256 26,914
Claims incurred 4,464 2,320 26,531 855 11,227
Commissions (net) (5,357) 8§22 (7.821) (292) (3,227)
Expenses of management 11,592 8,118 55,985 8,906 24,365
Tolal experses 6,235 8,940 48,174 6,614 21,138
Underwriting profit/{loss) 3,351 (16) {14,635) 830 11,197




CONSOLIDATED SHORT-TERM BUSINESS REVENUE ACCOUNT

FOR THE YEAR ENDED 315T DECEMBER 2003 (CONTINUED)

Perscnal Workmen's 2003 2002

Motor Acci lent Theft Compensation Miscellaneous Totat Total
Shs '000 Shs ‘000 Shs '000 Shs ‘000 Shs '000 Shs ‘000 Shs ‘000
660,180 177,017 79,563 80,028 142,744 1 ,%49,397 1,003,821
27,213 16,871 48,020 31,147 36,261 614,925 267,789
632,967 160,146 31,543 48,881 106,483 1,134,472 736,032
245,674 22,069 8,933 12,529 50,279 413,611 284,746
307,520 25,766 10,964 15,643 45,445 496,692 311,296
571,129 156,449 29,512 45,767 111,317 1,051,391 708,482
291,348 96,998 18,677 31,410 34,761 538,012 387,344
435,350 37,121 23,264 120,722 57,545 748,836 644,602
400,420 27,133 21,225 110,586 63,854 717,473 688,974
326,278 106,986 20,716 41,546 28,452 569,375 342,972
50,863 1.854 (6,302} 1,346 26,458 58,344 114,211
153,916 33,997 17,203 16,202 61,842 390,136 223,271
204,779 35.881 10,801 17,548 88,300 448,480 337,482
40,064 13,612 (2,105} (13,327) (5,435) 33,536 29,028
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CONSOLIDATED BALANCE SHEET

AS AT 31ST DECEMBER 2003

Restated
Short-Term Long-Term 2003 2002
Business Business Total Total
CAPITAL, RESERVES AND LONG- Notes Shs'000 Shs'000 Shs'000 Shs'000
TERM BUSINESS FUNDS
Share capital 7 100,000 80,000 180,000 180,000
Revaluation surplus 8 {a) 226,170 39,479 265,649 70,020
General reserves 8 {a} 70,000 161 70,161 70,000
Translation reserves 8 (a) (11,121 8,224 {19,348) 8,161
Retained sarnings 8 @) 1,461,894 7,846 1,469,740 1,337,979
Proposed dividends 28 63,000 - 63,000 45,000
Sharsholders’ funds 1,809,943 114,262 2,029,205 1,711,160
Long-Terrn business funds 94a) - 3,310,325 3,310,325 2,812,208
Minority interest 10 214,225 - 214,225 207,059
Total capital, reserves, Long-Term
business funds and minority interest 2,124,168 3,429,687 5,563,755 4,730,427
ASSETS
Fixed assets
Property and equipment 13 {a) 31,985 13,505 45,490 55,455
Investments
Investment properties 14 (a) 1,157,699 774,036 1,831,735 1,936,304
Marketable securities 15 {g) 455,880 267 456,147 265,195
Unquoted ordinary shares 18 (a) 120,861 184,513 305,374 107,942
Investment in associates 11 {a} 538,338 367,640 905,987 867,348
Mortgage loans 17 (a) 25,809 90,812 116,621 108,849
Commercial bonds 8,930 - 8,930 2,250
Loans on life insurance policies - 164,872 164,872 143,814
Government securities 19 (a) 622,671 1,617,401 2,240,072 2,053,959
Deposits with financial institutions 302,607 104,190 406,797 336,267
Other assets
Prernium and other receivables 18 {a) 727,062 88,131 815,193 651,745
Current tax 8,956 - 8,956 -
Cash and bank balances 86,934 199,725 286,659 99,765
Total assets 4,087,732 3,605,101 7,692,833 6,628,891




CONSOLIDATED BALANCE SHEET

AS AT 31ST DECEMBER 2003 {CONTINUED)

Restated
Short-Term Long-Term 2003 2002
Business Business - Total Total
Notes Shs'000 Shs'000  $hs'000 Shs'000
LIABILITIES C
Technical provisions
Unearned premium 496,892 - 496,682 416,984
Qutstanding claims 748,836 101,352 850,188 825,134
Other liabilities R
Trade and other payables 21{a) 472,949 64,404 537,353 411,244
Currenit tax - 6,058 6,068 11,581
Divicends 58,795 - 58,795 52,927
Bank overdraft 35,417 - 35,417 12,485
Provision for liabilites and charges 22(a) 1,659 3,739 5,388 4,022
Deferred tax 23(a) 149,216 (39) - 148,177, 164,087
Total liabilities 1,963,564 175,514 2,139,078 1,898,464
Net assets 2,124,168 3,429,587 4,730,427

5,558,756

The financial statements on pages 14 to 45 were approved by the Board of Directors on 2

Amin M Datoo
Technical Director

Joseph M Mugwe

Director

3d April, 2004 and signed on its behalf by:
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COMPANY BALANCE SHEET

AS AT 31ST DECEMBER 2003

Restated
Short-Term Long-Term 2003 2002
Business Business Totai Total
CAPITAL, RESERVES AND LONG- Notes Shs'000 Shs'000 Shs'000 Shs'000
TERM BUSINESS FUNDS
Share capitai 7 100,000 80,000 180,000 180,000
Revaluation surplus 8(h} 292,071 - 292,071 79,466
General reserves 8(b} 70,000 - 70,000 70,000
Translation reserves 8(b) 32,266 - 32,266 24,075
Retained earnings 8ib) 1,027,602 - 1,027,602 965,270
Proposed dividends 28 63,000 - 63,000 45,000
Sharsholders’ funds 1,584,939 80,000 1,664,939 1,363,811
Long-Term business funds 9b) - 3,085,133 3,065,133 2,628,621
Total capital, reserves and
Long-Term business funds 1,584,939 3,145,133 4,730,072 3,992,432
ASSETS
Fixed assets
Property and equipment 13(b) i1.182 12,926 24,108 33,204
Investments
investment properties 14(k) 1,123,399 774,036 1,897,435 1,911,701
Marketable securities 15(b) 409,741 267 410,008 180,543
Unguoted ordinary shares 16(b} 250,766 184,513 435,279 233,310
Investment in subsidiaries 12 162,988 - 162,988 162,988
Investment in asscciatas 11(b} 97,600 204,763 302,363 330,003
Mortgage loans 17{b} - 90,812 90,812 75,465
Commercial bonds - - - 2,250
Loans on lfe insurance policies - 164,872 164,872 143,814
Government securities 19() 364,753 1,500,758 1,865,511 1,903,724
Deposits with financial institutions 39,266 91,878 131,244 103,147
Other assets
Premium and other receivables 18(h) 385,757 134,122 519,879 418,757
Current tax 6,946 - 6,946 -
Cash and bank balances 8,378 184,382 203,760 46,766

Total assets 2,861,776 3,353,429 6,215,205 5,545,672




COMPANY BALANCE SHEET

AS AT 31ST DECEMBER 2003 (CONTINUED})

Restated
Short-Term Long-Term 2003 2002
Business Business Total Total
LIABILITIES Notes Shs'000 $hs'000 Shs'000 Shs'000
Technical provisions
Unearned premium 220,476 - 220,476 294,694
Qutstanding claims 603,653 100,840 704,493 739,252
Other liabilities
Trade and other payables 21(b) 192,850 102,157 285,007 255,840
Current tax - 1,560 1,660 15,834
Dividends 58,795 - 58,795 52,927
Bank overdraft 32,612 - 32,612 9,902
Provision for liabilities and charges 22(b} 283 3,739 4,022 4,022
Deferred tax 23(b} 168,168 - 168,168 180,769
Total liabilities 1,276,837 2(08,296 1,485,133 1,553,240
Net assets 1,584,939 3,145,133 4,730,072 3,892,432

The financial statements on pages 14 to 45 were approved by the Board of Directors on 23'd April, 2004 and signed on its behalf by:

Amin M Datoo
Technical Director

Joseph M Mugwe
Director

21



“SlusLslels feioueuy ssayl Jo Hed Loy Gt 01 57 sebed uo sajou Byl pue gz 0} 57 sebed uo saioiod Bununoooe syl

502'620'C 00069 Or.'aov'| {SPE'6L LOL0L 69’692 000081 Jeak Jo pua 1y
- 000'E9 (000'c9) - - - - 8z pasodosd £00g 10k feuly -

(00081 - {00081 - - - - 8z pred 00z 10} Wiz -

{000'GY) (000'SE) - - - . - 8z pled Z0OZ 0 [BUL - :SPUSPIAIC
19/°21L2 - 19/°z1e - - - - woud 18N
Lol 19l (elg 59553 [RIBLSY)

(905'.2) - - (90G'2g) - - - (elg (18L) s50| LOREISUBY
629'G51 - - - - 679661 - f18U) sniclns LUopenBASY
091 1L 000'Gk 6.6 L8 L LoL'g 000'0L 0zZ0'0L 000081 palelsal sy

(PES'PL) - (FEG'TL) - - - - Bl Se1B100sse - sueb anjea sigy uo xe) paLisep -

(r/8'02) - (Fi8°02) - - - - felez Auedwio -~ sUIRS anjen Jig) U0 XBY pelslep -
088" 1S - 088'LS - - - - IS SJBICOSSE - PUE| PIOYISES| JO UONBDIISSE|DS) -
9ge' 092 - 95€'092 - - - - el Auedwo) - pue| PIOYSSED] JO LIORRDIPISSEIOa -
CCE'raY'L 000Gy LrLLLLL gL' 000'0s 0g0'0s 000’081 {Pepodal Aisnoinaid se) 1es Jo Lels Jy

€002 Yaquusdag 1stE Papus Jeay

091 L1 000'SY BL6'LEE L 191’8 00002 0zZ0'0L 000'08L Jeak Jo pue
- 000Gy {000'SY) - . - - 8z pasodoud gong 10 [Bul -

{000'81) - {000']1L) - - - - 8¢ pred Zo0g 4o} wusiu| -

(0O0'SP) (000'SH) - - - - - Pred LOOZ 10} leUH - 1SpUSPIAIG
PP ol - Yy P9l - - - - woud JaN

(6+9'9) - - {6v9°) - - - {18u) Ss0| LUONEBISURI|
£65°19 - - - - £65'19 - {18U) sniclins LoienEAsy
LA PGS L 000Gt JEG9ET L oLg'rl 00004 LZr'8 000081 psleisal sy

{(res'yl) - (FEG'TL) - - - - B SSIBIO0SSR - sUB snjBA Jig) U0 Xe) paLeep -

(Fi8°02) - (r/8°0/) - - - - elez Auedwiog - suieS anjea 1By Uo Xel Palslep -
088°1G - 088°LS - - - - I S3BI0OSSE - pUE| POYSSED)| JO UOBDINSSE|Da) -
99£'09z - 992092 - - - - Bl Auedwo) - puB| PIOYSSEa] JO UONRDYISSEe|Oa -
9e6'/28" | 000'Gy 669'600° 018'rL 00002 L2y'8 0oo‘og L {pariodan Asnojraid se) Jesh Jo Lels 1y
000.sUs 000,S4s 000,SYS 000,s4s 00G.SUs 000:8Yys 000,34S S$210N 200z “Yequedag 1si€ Papua Jesp
|eyo1 spuaping sBujuiey SaAlesey SaAlI9SaY sniding |lendesn

pasodoid peuiejey uonejsuelj [[FEITEYS) uolijen|easy aleys

ALIND3 NI STONVYHO 40 INIFWILVYLS d31vAITOSNOD

£00T ¥ITWIDIA LS1E£ QIANT ¥vIATHL HO4

22



‘SIUBLLIATEIS [BiDUBLY aseyl J0 Hed uLoj S 01 62 gebed uo s310U 841 pUE 8¢ 01 Gg sabfied uo saood Bununoooe 8yl

6E6'¥99°L 000'c9 209'L20°L 99z'ce 00C'04 10262 000081 Jeak jo pud 1y
- 000'E9 (000'€9) - - - - 8z pasodoid SO0z 40 Ul -

{ooo'sl) - {000'8H) - - - - 82 pred £00g 40} WLR| -

{000'SY) {000'st) - - - - - 8z pred 200z 40} (BU - SPUSPING
ceeerl - Zes'ert - - - - woid 1N
16L'8 - - 161'g - - - (ag (19u) ureB uonESURL)
S09'cle - - - cp9'cie - {ag {1ou) snidling uoHeNBASH
LLg'COE" | 000G 042'G06 G0'vE 00004 99%'6. 00008t palelsas sy

{r28'0.) - (r28'02) - - - - (@ez suEB anfen i) U XBl paliejepn -
98e'092 - 99¢'092 - - - - vl puUE| PIOYSSES| JO UOIEDISSED8 -
BLEPLLL 000'Sl 8/4'GL4 5/0've 000'02 9ov'6L 000084 (papodas Asnoiaaid se) Jeak Jo Lels 1y

£00Z '12GWadeQ 1gh€ PIPUS JBOA

LLg'eos’ L 000Gy 042’696 Gl0'Pe 000°0L Qov'6. 000’081 Jeah jo pus Iy
- 000'Sk {000'SY) - - - - 2z pasodoid ¢00z 10) feuld -
(000'sh - (ooo'sl) - - - - 8z pred Z0OZ 40} WL, -
{000'S¥) {000‘GY) - - - - - pred LO0Z 40 [BU4 - iSPUSPIAI]
PLLGLL - pLLBLL - - - - woud BN
629'tL - - 629t - - - e}e] (184) wes uoie|sues|
(gLl . - - - - (2o8'LL) - s (19u) woyep uoneNnEASH
GER'ALE'L 000k 951 '606 ovv'Ze 00004 £ee'L6 000081 palelsas Sy
(#28'04) - (p28'02) E - - - ajcz SUED anfena Jjg} U0 XB) palisep -
99£'092 - 998" 0%¢ - - - - (@) pUel PIoysses)| JO UCHEOWSSE|09) -
A AR 000'St ¥09'6LL ory'ee 00004 eeL'l6 000°081 {pauodes Asnoinaid Se) Jesk JO Hels 1Y
000,54S 000,5US 000,SUS 000.5US 000.54S 000,54S 000.5US sajoN Z002 19483 ygI€ PepuS JEAx
=100 spuapimg sBuiuleq SOMISSOY SaAIOSoY snjding jenden
pesodoid pauielsy uonejsuel) |esauan uonenesdy aseys

£007 ¥3AWIDAA LS1£ Q3ANT ¥VIAIHL YOS

ALINO3 NI SIONVYHO 40 INIFWILYLS ANVAWOD

23



24

CONSOLIDATED CASH FLOW STATEMENT

SHORT-TERM BUSINESS FOR THE YEAR ENDED 31ST DECEMBER 2003

2003 2002
Notes Shs'000 Shs'000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before tax 305,664 213,413
Adjustments for:
Depreciation 18,496 10,420
Profit on sale of marketable securities (60,661) B674)
Change in premium and claims reserves 114,369 160,441
Investment income (224,098) (96,171}
Increase in fair value of investment properties (3,834) -
Share of result of associates before tax (61,509) (84,561)
Operating profit before working capital changes 88,337 202,868
Increase in premium and other receivables (149,844) (145,052)
Increase in trade and other payables/provision for liabilities and charges 184,605 87,619
Cash generated from operations 123,098 145,435
Income tax paid (73,197) (16,456}
Net cash inflow from operating activities 49,901 128,979
CASH FLOW FROM INVESTING ACTIVITIES
Investrnent income 224,098 88,171
Dividends received from associates 10,553 10,553
Proceeds from sale of marketable securities 135,480 31,537
Purchase of fixed assats (13,785) (35,010)
(Additions)/transfer of investment properties (28,498) 136,828
Purchase of marketable securities {94,280} (63.637)
Disposal of unguoted ordinary shares 3,123 68,383
Furchase of additional shares in associates (25,105) (57,212)
Net mortgage ioans redeemed/(advanced) 5,752 (33,384,
Net addition of government
securities maturing after @1 days of the date of acquisition (114,382) {(206,811)
Net cash inflow/ {outflow) from investing activities 102,966 (52,682}
CASH FLOW FROM FINANCING ACTIVITIES
Dividends paid {6H7,132) (58,685)
Net cash outflow from financing activities (57,132) {58,685)
fncrease in cash and cash equivalents 95,735 17.612
Cash and cash equivalents at start of year 20 544,619 288,023
Additional cash and cash equivalents from subsidiaries
on first year consclidation - 237,656
Effects of exchange rate changes on cash and cash
equivalents in foreign currencies (19,799 1,328
Cash and cash equivalents at end of year 20 620,555 544,819

The accounting policies on pages 25 to 28 and the notes on pages 29 to 45 form part of these financial staterments.
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(i)

{iii}

(iv)

ACCOUNTING POLICIES

31ST DECEMBER 2003

The principal accounting policies adopted in the preparation of these financial staternenits are set out below:

BASIS OF PREPARATION

The finarcial statements are prepared in accordance with and comply with International Financial Reporting Standards {IFRS). The
financial statements are presented in Kenya Shilings (Shs) rounded to the nearest thousand and prepared under the historical cost
convention, as modified by the revaluation of marketable securities and investmenit properties.

The preparation of financial staterments in corformity with generally accepted accounting principles requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabiities at the date of
the financial statements and the reported amourts of revenues and expenses during the reporting period. Although these estimates
are based on the Directors’ best knowledge of current events and actions, actual results ultimately may differ from those estimates.

CONSOLIDATION

The Group accounts incorporate the accounts of subsidiary companies made up to 31 December of each year. Al inter-comparny
transactions, balances and unrealised surpluses and deficits on transactions between the Company ard the subsidiaries have baen
eliminated. The accounting policies for the subsidiaries are consistent with the policies adoptea by the holding Company. A listing of
subsidiaries is shown in note 12.

INVESTMENT IN ASSOCIATES

Associates are undertakings in which the group has between 20% and 50% of voting rights.

[nvestments in associated undertakings are accounted for in the consolidated financial statements by the equity method of account-
ing, based on the most recent financial statements and at cost in the Company’s financial statements. Provisions are recorded for any
long-term impairment in value.

Equity accounting involves recogrising in the income statement, the Group's share of the associate's profit or loss for the year. The
Group's interest in the associates is carried in the balance sheet at an amourt that reflects its share of the net assets of the associate,
A listing of the Group's associated undertakings is shown in note 11.

FOREIGN CURRENCIES

Transactions in foreign currencies during the year are converted into Kerya Shilings at rates ruling at the transaction dates. Incarne
statements of foreign entities are translated into the Group's reporting currency at average exchange rates for the year and the bal-
ance sheels are translated at the year - end exchange rates. Exchange differences arising from the tranglation of the net investment in
foreign enterprises and associated undertakings are taken to the translation reserves in Shareholders’ equity.

UNDERWRITING RESULTS

Short-Term insurance business

The underwriting results for the Short-Term insurance business are determined on an annual basis whereby the incurred cost of claims,
commission and related expenses are charged against the earned proportion of prermium, net of reinsurarce.

Unearned premium represents the portion of prernium written inet of reinsurance) in periods up to the balance sheet date which relate
to the unexpired terms of the policies in force at the balance sheet date, calculated using the 1724t metrod.

Claims incurred comprise claims paid in the year and changes in the provision for outstanding claims. Claims paid represent all pay-
ments made during the year, whether arising from events during that or earlier years. Outstanding claims represent the estimated utti-
mate cost of settling all claims arising from incidents occurring prior to the balance sheet date, but not settied at that date. Outstanding
clams are computed on the basis of the best inforrmation available at the time the records for the year are closed, and include provi-
sions for claims incurred but not reported (IBNR).

Acquisition costs representing commigsions (net of commission recoverabie) are allocated to the revenus account as incurred in the
management of each class of business. Acquisition costs are deferred over the period in which the related premiurm written is earned.
The mavement in deferred acquisition costs is includaed in the cormmissions shown in the Short-Term business revenue account while
deferred costs at year - end are included in Premium and other raceivables in the balance shest.
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(iii)

{iv)

q)

h)

ACCOUNTING POLICIES

31ST DECEMBER 2003 {CONTINUED)

UNDERWRITING RESULTS {CONTINUED)

Management expenses relating to direct business are allocated tc the revenue account as incurred in the management of each class.
Management expenses for reinsurance accepted are ailocated on the basis of the reinsurance premiurm written in each ciass of busi-
ness.

Results of the Company’s share of the two Kenya Motor Insurance Pools are accounted for in the revenue accounts in accordance
with the Pool’'s acgcounting year which runs rom October to September of the following year. As a result, the Pools® resuits for the 4th
quarter of the Company’s acoounting year are accounted for in the subsequent year.

Long-Term insurance business
Premium shown in the l_ong-Term business revenue acoount is accounted for on a basis which approximates to a pre-debit method
of accounting as adjusted for estimated lapses.

Claims arising on maturity are recognised on the maturity date. Death claims are recorded on notification. Surrenders and annuities are
accounted for on payment,

Expenses and commissions are allocated as incurred in the management of sach class of business. Commissicns are shown net of
reinsurance commission earned.

An annual investigation is carried out by an actuary into the financial condition of the Long-Term business funds. Surpluses arnising, if
any, are allocated to policyhelders’ bonusas and to the Shareholders’ profit by the Directars with the advice of the actuary, in accor-
dance with the Articles of Association and the provisions of the Insurance Act, Any balance remaining is carried forward in the Long-
Term business funds.

OTHER EXPENSES

Certain expenses not dirsctly relating to insurance business being Board meeting and Annual General Meeting expenses, Directors’
fees, Nairobi Stock Exchange listing fee, the cost of printing annual accounts, professional fees and restructuring expenses are not
allocated to the revenue accounts, but charged directly to the profit and loss account.

INVESTMENT INCOME

Investment income is stated net of investment expensas and includes fair value gainsfosses on investment properties. Interest and
rent are recognised as Income in the period in which they are eamed. Dividends are recognised as inceme in the period in which they
are declared.

Income arising on investments held by the Long-Term business is taken up in the Long-Term business revenue account whilst income
derived from investments heid by the Short-Term business is creditad to the profit and loss account,

INVESTMENT PROPERTIES

Investment properties comprise land and buildings held to earn rentals and/or for capital appraciation. They are carried at market value
determined annually, based on valuations by external independent valuers. Investment properties are not subject to depreciation.
Changes in their carrying amount between balance sheet dates are processed through the profit and loss account for assets attribut-
able to the Short-Term business, angd through the Long-Term business revenue account for assets attributable to the Long-Term busi-
ness.

On disposal of an investment property, the difference between the net disposal proceeds and the carrying amount is charged or cred-
ited to the profit and loss account for investrment properties held by the Short-Term business, and the Long-Term business revenus
accolnt for investment properties held by the Long-Term business.
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ii)

iv)
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{vi)

ACCOUNTING POLICIES

315T DECEMBER 2003 (CONTINUED)

OTHER INVESTMENTS

All purchase and sale of investments are recognised on the trade date, which is the date the Groug commits to purchase or sell the
asset. The cost of purchase includes transaction costs. Management subsequently determines the appropriate classification of its
irvestments and re-evaluates such designation on a regular basis as follows:

Investments with fixed maturity that the Group has the intent and ability to hold to maturity are ciassified as held-to-maturity and are
carried at amortised cost. Nori-equity investments purchased in the primary market i.e. directly from the issuer) are classified as orig-

inated loans, and are carried at amortised cost. Investments intended to be held for an indefinite period of time, which may be sold in

response to needs for liquidity or changes in interest rates, are classified as availabie-for-sale and are carried at fair value.

Investments are classified and carried at values as foliows:
Marketable securities are classified as available-for-sale investments and are carried at fair value. Their fair value is calculated by refer-
ence o the stock exchange quoted bid prices at the close of business on the balance sheet date.

Unguoted ordinary shares are classified as available-for-sale investrments, They are shown at fair value uniess their value cannct be reli-
ably measured, when they are carried at cost less provision for impairment.

Government securities, are classified as originated loans. They are carried at amortised cost (i.e. cost plus accrued discount or inter-
est) and any premium or discount is amortised through income, using the effective yield method.

Fixed deposits, commercial paper and other comrmercial bonds are classified as originated ioans. These are carried at amortised cost
(i.e. cost plus accrued income), using the effective yield method.

Mortgage loans are carried at redemption values, after provision for non-performing loans. Instalments due on icans remaining unpaid
for mare than three manths are not recognised and are fully provided for in the income statement.

Loans on life insurance policies are carried within their surrender vaiues at redemotion values.

Fair value gains/(iosses) arising on other investments held by the Short-Term business are credited/(debited) to revaluation surplus while
gains/{losses) in respect of investments held by the Long-Term business are dealt with in the Long-Term business revenue account.

Brofits or losses resulting from the sale of other investments hetd by the Short-Term business are credited or charged to the profit and
loss account in the year in which the sale takes place, after refeasing such amounts as are refiected in the revaluation surplus relating
to such investments,

Profits or losses resulting from the sale of other investments hela by the Long-Term business are credited or charged to the Long-Term
husiness revenug account. Profit or loss is determined by comparing net proceeds with the carrying value of the investments sold.

FIXED ASSETS
Fixed assets are stated at historical cost less depreciation, caiculated to write off the cost of the assets to their residual values over the
expected useful lives as follows:

Computers 3 years
Office equipment 4 years
Motor vehicles 5 years
Furniture, fixtures and fittings 10 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recover-
able amount.
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m)

n)
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p)

q)

ACCOUNTING POLICIES

3IST DECEMBER 2003 (CONTINUED)

PREMIUM AND OTHER REGEIVABLES
Premium and other receivabies are carried at anticipated reaiisable value. A review of ajl outstanding amounts is carried out at year -
end to identify and provide for douktfl receivables,

CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash and cheques on hand, deposits held at banks, including call deposits and short-term gov-
emment securities, net of bank overdrafts. In the balance sneet, bank overdrafts are included under other liabilities.

EMPLOYEE ENTITLEMENTS
Employee entitiements to annual leave are recognised when they acorue to employees. The estimated monetary liability for employ-
ees’ annual leave entitlement at the balance sheat date is recognised as an expense accrual.

PENSION OBLIGATIONS
The Company operates a defined contribution pension scheme for its employees. The contributions to the pension scheme are
charged to the revenue accounts in the year to which they relate.

DEFERRED TAX

Deferred tax is provided for, using the lianifity method, for temporary differences arising between the tax bases of assets and lighilities
and their carrying values for financial reporting purposes. Currently enacted or substantively enacted tax rates are used to determine
deferred tax.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against which the
temporary differences can be utilised.

DIVIDENDS
Dividends on ordinary shares are charged to equity in the period in which they are declared. Proposed dividends are shown as a sep-
arate component of equity until declared.

COMPARATIVES

Where necessary, comparative figures have been adjusted or extended to conform with changes in presentation in the current year. In
particular, the comparatives have been adjusted to take into account the reclassification of leasehold land and the related deferred tax
following the early adoption of International Accounting Standards 40, lnvestment Properties (revised 2003), during the year.
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b)

NOTES TO THE FINANCIAL STATEMENTS

315T DECEMBER 2003

SEGMENT INFORMATION

The Group's operation are from the two main business segments of Short-Term and Long-Term insurance business. The results of these
two segments are reported separately under the consclidated Short-Term business revenue account and the consolidated Long-Term
business revenue account respectively, which are part of the financial statements. The other major operations of the Group comprise
property and other investment activities.

The Short-Term business operations are primarily from the following business segments:
i} Direct insurance
iy Reinsurance accepted

Primary reporting format - business segments
The following segment information is given in respect of the Short-Term insurance business:

Year ended 315t December, 2003 Year ended 315 December, 2002
Re- Re-
Direct insurance Direct insurance
Insurance Accepted Total Insurance Accepted Total
Shs'000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000
Group premium 1,735,298 14,099 1,749,397 705,449 298,37;2 1,003,821
Segment result 36,428 (2,892) 33,638 {33,604} 62,632 29,028
Segment iabilities :
-technical provisions 1,198,809 . 48,719 1,245,528 611,870 344,028 955,888

The Jubilee Insurance Company of Uganda Limited and The Jubiles Insurance Company of Tanzania Limited became subsidiaries effec-
tive 315t December, 2002 and therefore, the results of both companies were consolidated in 2003 financial statements.

Secondary reporting format - geographical segments

The Group's geographical segments of Short-Term business are Kenya, Uganda, Tanzania, Mauritius and India. Kenya is the home
country of the parent Compary. The Company accepted reinsurance business from its subsidiaries and associates operating in East
Adrica and Mauritius. The Group has investments in these geographical segments.

The information on Long-Term business is gisclosed in the Long-Term business revenue account. The Long-Term business assets are
disclosed separately in the balance sheet.

The following is the geographical segment information relating to the Short-Term business and Shargholders’ funds:

Gross premium Investment income Total assets

2003 2002 2003 2002 2003 2002

S$Shs'000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000

Kenya 678,663 565,573 127,269 79,649 1,895,599 2,029,733
Uganda 365,650 130,179 41,743 7,663 1,383,849 975,802
Tanzania 532,564 160,920 23,605 - 503,637 256,102
Mauritius 172,620 147,149 20,043 8,812 205,783 178,720
Ingia - - 11,438 a7 8,864 12,327

Total 1,748,397 1,003,821 224,008 96,171 4,087,732 3,452,784
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NOTES TO THE FINANCIAL STATEMENTS

3IST DECEMBER 2003 (CONTINUED)

GROUF PROFIT BEFORE TAX AND INCREASE IN LONG-TERM BUSINESS FUNDS

Short-Term Long-Term 2003 2002
The Group profit before tax and the increase Business Business Total Total
in Long-Term business funds are arrived at after Shs'000 Shs'000 Shs000 Shs'000
charging:
Depreciation (note 13{a) 18,498 7,425 25,921 19,582
Auditors’ remuneration including VAT
({Company: 2003; Shs 3,712,087 5,792 1,155 6,947 3,931
2002: Shs 3,438,000
Staff costs (note 4) 206,578 102,510 305,088 212,743
Expenses directly charged to consolidated profit and loss account include:
Restructuring expenses 12,567 2,838
Annual report expenses 1,633 1,223
Directors” fees (note 25) 1,838 1,480
Board meeting and AGM expenses 4,016 2,059
Expenses of non - insurance subsidiaries 14,976 499
Professional fees 10,764 5,946
Others 335 302
Total 48,129 14,347
INVESTMENT INCOME Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
Mortgage loan interest 2,702 48,356 51,058 8,557
Bank deposit interest 20,801 7,293 28,194 12,837
Government securities interest 38,924 184,130 223,054 183,033
Dividend income 14,709 7,277 21,986 14,710
Rental income (net of expenses) 36,843 54,931 91,774 98,881
Gain on sale of investment 60,661 13,160 73,821 5,067
Fair value gains on investment properties (note 14(a)) 3,834 3,000 6,834 5,270
Exchange gain 11,839 - 11,839 2,873
Other income 33,685 g,485 43,170 28,203
Total 224,008 327,632 551,730 359,431
STAFF COSTS Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
Wages and salaries 185,184 91,191 278,375 190,649
Pension costs — defined contribution plan 4,257 2,838 7,095 6,745
Other benefits 17,137 8,481 25,618 15,349
Total 206,578 102,510 309,088 212,743

The number of persons employed by the Group at year end were 293 (2002: 203).



NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

TAX Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
Current tax 54,137 10,643 64,780 37,993
Share of tax of associates inote 11(g) 17,650 11,434 29,084 28,699
Deferred tax (note 23(a)) (8,848) (7,307) {18,155) (3.723)
Totai 62,939 14,770 77,709 62,969

The tax on the Group's profit before tax differs from the theorstical amount that would arise using the basic tax rate of the home coun-

try of the Company as follows:

2003 2002

Shs'000 Shs'000

Profit before tax 305,664 213,413

Tax calculated at 30% (2002: 30%) 1,609 64,024
Effect of:

Income not subject to tax (29,971) (9,683)

Expenses not deductible for tax purposes 7,955 8,277

Share of tax of associates for Long-Term business 11,434 3,272

Others (3,408) 79

Tax charge 77,709 62,969

The Company's tax is based on Income Tax provisions applicable to composite insurance companies. As the transfer of the surplus
from the Long-Term business to the profit and ioss account gave rise ta a higher charge, the additional atiributable tax in respect of the
transfer was charged to the Long-Term business. The transfer together with the attributable tax were within the limit permitted under

the Insurance Act for transfer of surpius from Long-Term business.

ACTUARIAL VALUATION AND TRANSFER FROM LONG-TERM BUSINESS

Group

The Group’s actuaries carried out actuarial valuations of the Long-Term business as at 315 December, 2003. On the recommendation
of the actuaries, the foliowing amounts were transferred from the actuarial surplus of Long-Term business to the profit and ioss account:

2003 2002
Shs'000 Shs'000
The Jubilee insurance Company Limited 25,000 18,000
The Jubilee insurance Company of Tanzania Limited 7,560 -
Total 32,560 18,000
SHARE CAPITAL Number of shares Share capital
Ordinary shares of Shs 5 each 2003 2002 2003 2002
" 000 '000 Shs'000 - Shs'000
Authorised (Short-Term business) 24,000 24,000 120,000 120,000
Authorised (Long-Term business) 16,000 16,000 80,000 80,000
Total 40,000 40,000 200,600 200,000
Issued and fully paid
At start and end of year (Short-Term business) 20,000 20,000 100,000 100,000
At start and end of year (Long-Term business) 16,000 16,000 80,000 80,000
Total 36,000 36,000 180,000 180,000
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NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

RESERVES 2003 2002
Group Shs'000 Shs'000
Revaluation surplus

At start of year 70,020 8,427
Fair value gains on marketable securities 206,063 5,095
Fair value losses on unquoted ordinary shares (note 16(a)) (7,077} {18,957}
Revaluation surplus/ {deficit) from subsidiaries 30,060 (1.815)
Revaluation {deficity/ surplus from associates (33,417) 77,270
At end of year 265,649 70,020

The revaluation surplus is non-distributable,

General reserves

At start of year 70,000 70,000
Share of subsidiaries’ general reserves 161 -
At end of year 70,161 70,000

General reserves includes Shs 70 million which was an appropriation
of retained earnings in 1992, and is therefore distributatle.

Translation reserves

At start of year 8,161 14,810
Net translation 10ss {39,188} (1,333)
Share of reserves from associates 11,882 (5,316)
At end of year (19,345) 8,161

Retained earnings

At start of year (as previously reported) 1,111,141 1,009,899
-reciassification of leasehold land - Company (note 14{a)} 260,366 260,360
-reclassification of leasehold land - associates (note 11 (e} 51,880 51,880
-deferred tax on fair value gains - Company (note 23 (a)} (70,874} (70,874}
-deferred tax on fair value gains - associates (note 11 (e} (14,534) {14,534)

As rastated 1,337,979 1,236,537

Net profit 212,761 184,442

Paid and proposed dividends {81,000) (63,000)

At end of year 1,469,740 1,337,979

The prior year adjustment relates to the reclassification of leasehoid land and deferred tax thereon, following the early adoption of
International Accounting Standard 40, Investment Properties {revised 2003}, during the year.
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NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

RESERVES (CONTINUED) 2003 2002

Company Shs'000 Shs'000

Revaluation surplus '

At start of year 79,466 91,333

Fair value gains on marketable securities (note 15(b) 220,511 5,095

Fair value loss on unquoted shares {note 16(b) {7,906) (16,962)

At end of year 292,071 79,466

The revaluation surplus is non-gistricutable.

General reserves

At start and end of year 70,000 70,000

The general reserves were an appropriation of retained earnings in 1992, and are therefore distributable.

Translation reserves

At start of year 24075 22,446

Translation gain 8,191 1,629

At end of year 32,266 24,075

Retained earnings

At start of year (as previously reported) 775,778 719,664
-reclassification of leasehold land (note 14(b) 260,366 260,366
-deferred tax on fair value gains (note 23(h) {70,874) (70,874}

As restated 965,270 §09,156

Net profit 143,332 119,114

Paid and proposed dividend (81,000) (63,000}

At end of year 1,027,602 965,270

Fair value gains/{losses) arising from the Company's investment properties are credited/{chargad) through the profit and loss account.
The Commissioner of Insurance has placed restrictions on distribution of these reserves by the Company which amounted to
Shs 542,209,984 as at 315 December, 2003 {2002:5hs 642,130,736).The prior year adjustment relates to the reclassification of lease-
hold land and deferred tax thereon, following the earty adoption of International Accounting Standard 40, Investment Properties (revised

2003), during the vear.

LONG-TERM BUSINESS FUNDS

The Long-Term husiness funds are split as follows: 2003 2002
S$hs'000 Shs'000
Group E
Crdinary life 1,008,883 983,813
Retirement benefits fund 1,827,869 1,502,363
OCther superannuation 473,573 321,032
Total 3,310,325 2,812,208
Company
Ordinary life 913,863 903,497
Retirement benefits fund 1,739,025 1,419,105
Other superannuation 412,245 306,019
2 628,621

Total 3,065,133

Other superannuation includes group life and immediate annuity business.
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NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

MINORITY INTEREST 2003 2002
Shs'000  Shs'000
At start of year 207,069 55,024
Share of:
- net prcfit/ {loss) of subsidiaries 29,964 (5,086)
- reserves of subsidiaries (22,798) (947)
- net assets in The Jubilee Insurance Company of Uganda Limited - 45,702
- net assets in The Jubilee Insurance Company of Tanzania Limited - 112,366
At end of year 214,225 207,059
INVESTMENT IN ASSOCIATED COMPANIES AND SUBSIDIARIES
Short-Term  Long -Term 2003 2002 2003 2002
Group Business Business Total Total % Equity % Equity
Share of net assets in: Shs'000 Shs'000 Shs*000 Shs'000 Held Held
Property Development and
Management Limited 333,023 115,472 448,405 417,061 34.76 34,76
Kenya Lithe Limited - - 33,540 5.58 2558
IPS Power Investment Limited 119,400 119,400 118,856 27.00 27.00
TPS Holdings Limited 152,970 5,452 158,422 160,008 21.52 21.52
East Africa Reinsurance Company Limited 52,345 127,325 179,670 137,691 25.83 21.54
Total 538,338 367,649 Q05,087 867,346
Company
Investment at cost in:
Property Develcpment and
Management Limited 64,710 33,190 97,900 97,900 27.75 27.75
Kenya Litho Limited - - - 25,362 5.58 25.58
IPS Power Investment Limited - 91,573 573 118,956 27.00 27.00
East Africa Reinsurance Company Limited 32,800 80,000 112,880 87,785 25.83 21.54
Total 97,600 204,763 302,363 330,003

Kenya Lithe Limited ceased to be an asscciate on 18t January 2003 upon a rights issue to which the Group did not subscribe there-
by diluting the effective shareholding from 25.58% to 5.58%.

Property Development and Management Limited conducts property investment, development and management. IPS Power

Investment Limited is an investment vehicle company, which through its subsidiary has invested in the equity of Tsave Power Company
Limited, that generates electricity for sale. TPS Holdings Limited has invested in the equity of Tourism Promotion Services Limited, the
owner and operator of hotel and lodge facilities in - Kenya. East Africa Reinsurance is a private reinsurance company. All the associat-

ed companies arg incorporated in Kenya.,
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NOTES TO THE FINANCIAL STATEMENTS

315T DECEMBER 2003 {(CONTINUED)

INVESTMENT IN ASSOCIATED COMPANIES AND SUBSIDIARIES (CONTINUED)

Short-Term Long-Term 2003 2002
Business Business Total, Total

Movement of net assets during the year: Shs'000 Shs'000 $hs'000 Shs'000

Group :

At start of year {(as previgusly reported) 473,055 343,090 816,145 727,475
-reclassification of leasehold land 51,880 19,248 71,128, 71,128
-deferred tax on fair value gains (14,534) (5,393) {19,927} (19,927)

As restated 510,401 356,945 " 867,346 778,676

Transfers (to) from unquoted investments {33,540) - {33540} 137,212

Additions/{disposais) 25,105 (27,383) (2.278} -

Share of result before tax 61,599 40,043 . To}842 94,570

Share of tax {note 5) (17,650) (11,434) - (29,084} (28,699)

Dividends received {10,553) 10612y | {21,185} (12,728)

Revaluation surplus 10,822 12,244 . L 28,066 79,837

Transfer of reserves to Long-Term business (7.848) 7,848 T e -

Adjustment for assgciates changed to subsidiaries:

The Jubilee Insurance Company of Uganda Limited - - - (64,569)
The Jubilee Insurance Company of Tanzania Limited - - - (116,953)

Atend of year 538,338 367,649 805,987 . 867,346

Reinsurance business

The Company accepted reinsurance business from the following asscciated companies and subsidiaries in the year:

Premium Income

- 2003 2002
Shs'000 Shs'000

The Jubilee Insurance Company of Uganda Limited 71,763 130,179

Jubilee Insurance (Mauritius) Ltd - 89,613

The Jubilee Insurance Company of Tanzania Limited - 160,920

East Africa Reinsurance Company Limited 02,983 -

Total 163,945 380,712

Incurred claims and commissions )

2003 2002
Shs'000 Shs'000

The Jubilee Insurance Company of Uganda Limited 56,496 81,654

Jubilee Insurance (Mauritius) Ltd 35,963 85,576

The Jubilee Insurance Company of Tanzania Limited 20,422 79,607

East Africa Reinsurance Company Limited 41,836 -

Total 153,716 246,837
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NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

INVESTMENTS IN ASSOCIATED COMPANIES AND SUBSIDIARIES (CONTINUED)

Reinsurance business {continued)

Balances

The following were the cutstanding balances on the reinsurance arrangement as at 315t Cecember. The debit balances are inciuded
under Premium and other receivables while the credit balances are included under Trade and cther payabies in the Company balance
shest.

2003 2002
$hs'000 Shs'000
Amount due from:
The Jubilee insurance Gempany of Uganda Lirited 5,941 18,770
Jubilee Insurance {Mauritius) Ltd - 14,183
The Jubilee insurance Company of Tanzania Limited - 15,662
East Africa Reinsurance Cempany Lirnited 17,625 -
Total 23,566 48,615
Amount due to:
The Jubilee Insurance (Mauritius) Ltd 13,422 -
The Jubilee Insurance Company of Tanzania Limited 13,247 -
Total 26,669 -

Transactions with Property Development and Management Limited

During the year, the Company charged premium of Shs 6,581,032 (2002: Shs 2,960,407} under various insurance contracts to Property
Development and Management Limited (PDML) out of which Shs 2,335,278 was outstanding at year end which is included under
Premium and cother receivables in the balance sheet. PDML chargeg Shs 2,381,484 {2002: Shs 318,391) for the varicus services ren-
dered to the Company during the year and there was no outstanding amount at year - end. The terms and conditions of all the trans-
actions are the same as we coffer to our majer clients.

INVESTMENT IN SUBSIDIARIES

Investment at cost at year-end: 2003 2002

Country of % Equity % Equity

incorporation Group Company Held by Held by

Shs'000 Shs’000 Group Group

The Jubilee investrents Company Limited Uganda 14,278 14,278 75.00 75.00

Jubilee Financial Services Limited Kenya 10,000 10,000 100.00 100.0C

Jubilee Insurance {Mauritius) Ltd Mauritius 47,189 40,604 53.30 53.30

The Jubilee Insurance Company of Uganda Limited Uganda 35,359 25,195 56.25 56.25

The Jubilee Insurance Coempany of Tanzania Limited Tanzania 72,911 72,911 51.00 51.00

Thilai Software Private Limited Indlia 807 - 100.00 80.00
Total 180,544 162,988

The Jubilee Investments Company Limited owns 35% equity of The Jubilee Insurance Company of Uganda Limited. Jubilee Financial
Services Limited owns 100% equity of Thillai Software Private Limited. The Jubilee Insurance Company of Uganda Limited owns 10%
equity of Jubilee Insurance (Mauritius} Ltd.



13. PROPERTY AND EQUIPMENT

NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

Furniture,
(8 Group Fixtures,
Fittings &
Computer Motor Office
Equipment Vehicles Equipment Total
Shs’000 Shs’000 Shs’000 Shs’000
Cost
At start of year 101,692 35,191 89,536 226,319
Additions 12,163 8,162 2,867 22,982
Exchange adjustment (1,058) {1,170) (1,208) (3,434}
Disposals (1,155) 4,138) (3,982) 19,270)
At end of year 111,542 38,040 87,015 236,597
Depreciation
At start of year 87,679 31,097 52,088 170,864
Charge for the year 13,246 3,755 8,920 . 25,921
Exchange adjustment (1,144) 971) (797) (2,912)
On disposals (354) (2,375) (27) (2,766)
At end of year 99,427 31,506 60,174 191,107
Net book value
At 3150 December, 2003 12,115 6,534 26,841 45,490
At 3181 December, 2002 13,913 4,094 37,448 55,455
Furniture,
{b) Company Fixtures,
Fittings &
Computer Motor Office
Equipment Vehicles Equipment Total
Shs’000 Shs'000 Shs'000 Shs’000
Cost
At start of year 70,980 18,382 65,350 154,712
Additions 5,127 - 550 5,677
Disposals - {1,499) - {1,499)
At end of year 76,107 16,883 65,900 158,890
Depreciation
At start of year 65,618 15,664 40,226 121,508
Charge for the year 6,575 1,402 5,796 14,773
On disposals - {1,499) - (1,499)
At end of year 72,193 15,567 47,022 134,782
Net hook value
At 315 December, 2003 3,914 1,318 18,878 24 108
At 3151 Decamber, 2002 5,362 2718 25,124 33,204

No depreciation has been charged in arriving at the results for the year in respect of certain property and eguipment which criginally
cost Shs 92,000,872 (2002: Shs 71,100,040) and are still in use but fully depreciated. if depreciation had been charged during the year
on the cost of these assets at normal rates, it would have amourtted tc Shs 25,035,386 (2002: Shs 18,810,704).
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(a)

(b)

15.

{a)

(b)

NOTES TO THE FINANCIAL STATEMENTS

3IST DECEMBER 2003 (CDNTINUED)

INVESTMENT PROPERTIES

The valuation of freehold and leasehold properties as at 315t December, 2002 and 315t December, 2003 was cartied out by Knignt
Frank Kenya Ltdd on an open market basis. Investment properties include properties situated outside Kenya valued at Shs 746,000,000

(2002: Shs 727,265,625), included under Short-Term business.

Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
At start of year (as previously reported) 890,001 726,500 1,616,501 1,633,246
-reclassification of leasehold langd 260,366 59,437 319,803 319,803
As restated ' 1,150,367 785,937 1,836,304 1,853,049
Transfer between Short-Term and Long-Term business (net) (24,099) 24,099 - -
Disposals - {38,000) {39,000} -
Exchange Difference ©01} - B0} (324)
Additions 28,498 - 28,498 78,309
Fair value gains (note 3) 3,834 3,000 6,834 5,270
At end of year 1,157,699 774,036 1,931,735 1,936,304
Company
At start of year (as previcusly reported) 865,398 726,500 1,591,898 1,525,511
-reclassification of leasehold langd 260,366 59,437 319,803 319,803
As restated 1,125,764 785,937 1,811,701 1,845,314
Transfer between Short-Term and Long-Term business (net) (24,099) 24,099 - -
Dispcsals - {39,000) {35,000} -
Additions 21,621 - 21,621 61,117
Fair value gains 113 3,000 3,113 5,270
At end of year 1,123,399 774,036 1,897,435 1,911,701
MARKETABLE SECURITIES Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
At start of year 247,341 17,854 265,195 208,723
Exchange difference {3,093) - {3,093} . 749
Additions 94,280 - 94,280 71,446
Disposals (74,830) (17.6835) {92,465} {20,882)
Fair value gains 192,182 48 182,230 5,159
At end of year 455,880 267 456,147 265,195
Company
At start of year 180,219 324 180,543 195,473
Exchange difference 2,097 - 2,097 533
Additions 78,105 - 78,105 260
Disposals (71,191} {105) (71,296} {20,882)
Fair value gains (note 8 (o)) 220,511 48 220,559 5,169
At end of year 409,741 267 410,008 180,543

The ordinary shares are revalued annually at the close of business on 315t December by reference to the stock exchange quoted prices.
The market value of the above shares as at 237 April, 2004 was Shs 582,923,880 and Shs 540,522,889 for Group and Comparny

respectively.
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NOTES TO THE FINANCIAL STATEMENTS

31ST DECEMBER 2003 (CONTINUED)

UNQUOTED ORDINARY SHARES Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group '
At start of year 107,942 - 107,042 198,665
Additions 1,646 108,478 110,124 8,085
Disposals - - - (8,029)
Transfer from/(to) investments in associates and subsidiaries 18,777 - 18,777 (68,439)
Exchange difference (427) - 427 851)
Fair value gains/{losses) (note 8 (a)) (7,077) 76,035 68,958 | (21,489)
At end of year 120,861 184,513 305,374 107,842
Company
At start of year 233,310 - . 233,310 317,211
Additions - 108,478 108,478 1,500
Transfer from/(to) investments in associates 25,362 - 25362 (68,439)
Fair value gains/(losses) (note 8 (b)) (7.9086) 76,035 68,129 {16,962}
At end of year 250,766 184,513 435,279 233,310
MORTGAGE LOANS Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
At start of year 33,384 75465 - 108,849 123,320
Loans advanced 3,665 50,800 54,465 34,984
Interest and penalties (net of impairment provisions) 2,702 48,356 51,058 8,557
Redemptions/repayments {12,119) (83,809) (95,928} (68,012}
Exchange difference {1,823} - {1,823} ) -
At end of year 25,809 90,812 116,621 108,849
Company
At start of year - 75,465 75465 123,320
Loans advanced - 50,800 50,800 1,600
Interest and penalties {net of impairment provisions) - 48,356 48,358 8,557
Redemptions/repayments - (83,809) {83,809) (58,012)
At end of year - 90,812 90,812 75,465
PREMIUM AND OTHER RECEIVABLES Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
Premium receivables 400,759 - 400,758 353,057
Receivables under reinsurance contracts: '
-associates 17,625 - 17,625 -
-others 106,730 3,004 109,734 138,121
Other receivables 201,948 85,127 287,075 169,667
Total 727,062 88,131 815,193 651,745
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20.

NOTES TO THE FINANCIAL STATEMENTS

3IST DECEMBER 2003 (CONTINUED)

PREMIUM AND OTHER RECEIVABLES (CONTINUED)

Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Company
Premium receivables 136,583 - 136,583 124,147
Receivables from subsidiaries 78,359 23,458 101,817 36,967
Receivabies under reinsurance contracts:
-associates 17,625 - 17,625 -
-subsidiaries 4,665 1,276 5,841 48,615
-others 77,512 3,004 80,516 86,812
Other receivables 71,013 106,384 177,387 122,216
Total 385,757 134,122 518,879 418,757
GOVERNMENT SECURITIES Short-Term Long-Term 2003 2002
Group Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Kenya:
Treasury bills maturing within 81 days ¢f the date of acquisition 170,651 51,6807 222,258 446,500
Treasury bills maturing after 91 days of the date of acquisition 118,230 248,183 367,413 257,790
Treasury bonds maturing after 81 days of the date of acquisition - 1,187,068 1,187,068 1,202,053
Qutside Kenya:
Treasury bills maturing within 91 days of the date of acquisition 86,850 - 86,850 -
Treasury bills maturing after 91 days of the date of acquisition 245,240 130,543 376,483 147,616
Total 622 671 1,617,401 2,240,072 2,053,959
Company
Kenya:
Treasury bills maturing within @1 days of the date of acquisition 170,651 51,607 222,258 446,500
Treasury bills maturing after 91 days of the date of acquisition 106,101 248,183 354,284 253,365
Treasury bonds maturing after 91 days of the date of acquisition 1,187,068 1,187,068 1,186,053
Qutside Kenya:
Treasury bills maturing after 91 days of the date of acquisition 88,001 13,900 101,801 7,806
Total 364,753 1,500,758 1,865,511 1,903,724
CASH AND CASH EQUIVALENTS 2003 2002
The year - end cash and cash equivalents comprice the following: Shs'000 Shs'0060
Cash and bark balances 86,834 78,700
Short-term deposits with banks 302,607 253,470
RBank overdraft (35,417) (12,485)
Treasury bills maturing within 91 days of the date of acquisition 257,501 224,934
Other commercial bonds 8,930 -
Total 620,555 544,619
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31ST DECEMBER 2003 (CONTINUED)

TRADE AND OTHER PAYABLES Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
Payable to:
-reinsurers 96,565 21,160 117,725 98,613
-agents/insurers 48,317 3,965 52,282 29,311
-others 328,067 39,279 367,346 283,320
Total 472,949 64,404 537,353 411,244
Company
Payable under reinsurance contracts to:
-subsidiaries 25832 837 26,669 -
-others 16,385 12,427 28,812 50,349
Payable to:
-agents/insurers 25623 2,697 28,320 19,889
-subsidiaries under current accounts 25127 - 25,127 24770
-others 99,883 86,196 186,079 160,832
Total 192,850 102,157 285,007 255,840
PROVISION FOR LIABILITIES AND CHARGES Short-Term Leng-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Group
At start of year 283 3,739 4,022 4,104
Additional provisions 1,376 - 1,376 -
Utilised during the year - - 82)
At end of year 1,659 3,739 5,398 4,027
Company
At start of year 283 3,739 4,022 4,104
Utilised during the year - - Co- 82)
At end of year 283 3.739 4,022 4,022

Provision for liabilities and charges is in respect of termination benefits and business process re-engineering costs,

DEFERRED TAX

Deferred tax is calculated, in full, on all temporary differences under the liability method using a principal tax rate of 30% {(2002: 30%).

The movernent in the deferred incame tax account is as follows:

Short-Term Long-Term 2003 2002

Business Business Total Total

Shs'000 Shs'000 Shs'000 Shs'000

Group

Al start of year (as previously reported) 85,947 7,266 93,213 110,750
-deferred tax on fair valug gains 70,874 - 70,874 70,874
As restated 156,821 7,266 164,087 181,624
Income statement (credit)/charge (note 5) (8,848) (7,307} (16,155) (3,723)
Exchange adjustment 1,243 2 1,245 316
Deferred tax from subsidiaries on first year of consclidation - - - (14,130;
At end of year 149,216 @9) 149,177 164,087
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3IST DECEMBER 2003 (CONTINUED)

DEFERRED TAX (CONTINUED)

The prior year adjustment relates 1o reclassification of deferred tax on leasehald land following the early adoption of Internationat

Accounting Standard 40, Investment Properties {revised 2003) during the year.

Deferred tax assets and liabilities, deferred tax charge/(credit) in the profit and loss account, Long-Term business revenue account and

to the equity is attributable to the following iterns:

Charged/
(Credited)
to P&L & Life Exchange
1.1.2003 revenue  adjustment 31.12.2003
Shs'000 Shs'000 Shs'000 Shs'000
Fair value gains/(losses) - investment properties 193,189 (7,273) 315 186,231
Accelerated depreciation (6,693) {(1,680) - (8,373)
Provisions (25,083) (3,203) - (28,286)
Other deductible temporary differences 2,674 (3,999) 930 (395}
Net deferred tax liability 164,087 {16,155) 1,245 149,177
Short-Term Long-Term 2003 2002
Business Business Total Total
Shs'000 Shs'000 Shs'000 Shs'000
Company
At start of year (as previously reportec) 102,588 7,307 109,895 113,532
-deferred tax on fair value gains 70,874 - 70,874 70,874
As restated 173,462 7,307 180,769 184,408
Income statement {credit}/charge {5,294) (7,307) (12,601) (3,6837)
At end of year 168,168 - 168,168 180,769

Deferred tax assets and liabilities, deferred tax charge/(credit) in the profit and loss account, Long-Term business revenue account and

to the equity is attributable tc the following items:

Charged/
(Credited)
to P&L & Life
1.1.2003 revenue 31.12.2003
Shs'000 Shs'000 Shs'000
Fair value gains/(lcsses) - investment properties 193,504 (7,273) 186,231
Accelerated depreciation 9,319) (2,054) (11,373)
Provisions (4,156) {(1,688) (5,844)
Other deductible temporary differences 740 {1,586) (846)
Net deferred tax liability 180,769 (12,601} 168,168
LOANS TO DIRECTORS 2003 2002
Group and Company Shs'000 Shs'000
Loans to Directors of the Company and their families are as follows:
At start of year 15 69
Repayments (15) 54)
At end of year - 15
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DIRECTORS' EMOLUMENTS As
As Manage-
Directors ment
2002 2002
Shs'000 Shs'000
Group
Ermoluments 1,480 35,481
EARNINGS PER SHARE

Earnings per ordinary share of Shs 5 each are calculated by dividing the net profit attributable to Shareholders by 36 miflion shares.

2002
Group
Net profit atiributable to Shareholders (Shs'000) 164,442
Nurmber of ordinary shares in issue (thousands) 38,000
Earnings per share (Shs)-basic and diluted 457

There was no potentially dilutive shares in issue at 315t December, 2003 and 318t Degember, 2002.

WEIGHTED AVERAGE EFFECTIVE INTEREST RATES

Company

In the opinion of the Directors, the carrying amounts of financial assets and liabilities approximate their fair values. The following table

summarises the effective interest rates on financial assets at 31 st Decernber: o

2008, 2002
o %

Government securities-Kenya 9.36
Bank deposits 8.98
Mortgage loans (upto 30t November, 2003) 20 to 24
Mortgage loans (from 15t December, 2003) 20 to 24
Life policy loans 10to 18
Other commercial bonds - Kenya L e 8.72

DIVIDENDS PER SHARE

During the year, an interim dividend of Shs 18 milion (2002: Shs 18 million) was paid. At'the Annual General Meeting on 10t June,
2004, 4 final dividend of Shs 63 million (2002: Shs 45 million) is to be proposed bringing the total dividend to Shs 81 million for 2003
{2002: Shs 63 million) which is Shs 2.25 per share (2002: Shs 1.75 per share).

LIQUIDITY RISK

The Group is exposed to daily calls on its available cash for claims settlement and other administration expenses. The Group does not
maintain cash resources to meet all of these needs as experience shows that a minimum level of reinvestment of maturing funds can
be predicted with a high level of certainty. The Board sets limits on the minimurn level of bank overdraft facliities that should be in place
to cover expenditure at unexpected levels of demand.

The following table analyses assets and liabilities into relevant maturity groupings based on the remaining period at 315t December,
2003 to the contractual maturity date:
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29. LIQUIDITY RISK (CONTINUED)

Upto1 1-3 3-12 1-5 Over 5

month months months years years Total
At 315t December, 2003 : Shs ‘000 Shs'000 Shs'000 Shs'000 Shs'000 Shs'000
ASSETS
Property and equiprnent - - - - 45,490 45,490
Investment properties - - - - 1,831,735 1,931,735
Marketable securities - - - - 456,147 456,147
Unquoted ordinary shares - - - - 306,374 305,374
investment in associates - - - - 905,087 905,987
Mortgage loans 1,000 1,119 635 69,964 43,903 116,621
Commercial bonds - 8,930 - - - 8,930
Loans on life insurance policies 4 3,678 13,724 91,509 55,957 164,872
Government securities 28,272 360,172 1,014,644 492,229 344,755 2,240,072
Deposits with financial institutions 84,422 23,210 289,165 - - 406,797
Premium and other receivables 774,373 40,820 - - - 815,193
Current tax - - 8,956 - - 8,956
Cash and bank balances 286,659 - - - - 286,659
Total assets 1,184,730 437,929 1,327,124 653,702 4,089,348 7,692,833

LIABILITIES AND SHAREHOLDERS’ FUNDS

Shareholders’ funds - - - - 2,029,205 2,029,205
Minority interest - - - - 214,225 214,225
Long - Term business funds - - - 3,310,325 3,310,325
Unearned premium 37,741 49,033 409,918 - ’ - 496,692
Outstanding claims 10,731 26,779 812,678 - - 850,188
Trade and other payables 537,353 - - - - 537,353
Current tax - - 6,058 - - 6,068
Dividends 58,795 - - - - 58,795
Bank overdraft 35,417 - - - - 35,417
Provision for liabilities and charges 5,398 - - - - 5,398
Deferred tax - - - - 149,177 149177
Total liaixities and

Shareholders’ funds 685,435 75,812 1,228,654 - 5,702,932 7,692,833
Net tiquidity gap 499,295 362,117 98,470 853,702 (1,613,584) -

At 31st December, 2002 :

Total assets 1,056,939 5581.320 535,304 906,949 3,638,379 6,628,891
Total liabilities and

Shareholders’ funds 534,571 56,842 1,142,964 - 4,894,514 8,628,891
Net liquiclity gap 522,368 534,478 (607,660) 806,949 (1,356,135} -

The matching and controlled mismatching of the maturities of assets and liabiities is fundamentai to the management of the Group. it
I8 unusual for insurance companies to always be completely matched since the business transacted is often of uncertain terms and of
different types. An unmatched position potentially enhances profitagility, but can also increase the risk of losses.



30. CURRENCY RISK
The Group takes on exposure to effects of fluctuations in the prevailing foreign currency exchange rates on its financial position and
cash flows. The Group had the following significant foreign currency positions {all amounts expressed in Kenya Shillings thousands):

31.
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Uganda Tanzania Mauritius Indian
Shillings Shillings Rupees Rupees Total

At 315t Dacember, 2003 : Shs ‘000 Shs'000 Shs'000 Shs'000 Shs'000
ASSETS
Property and equipment 6,114 9,689 3,358 2,208 21,369
Investment properties 780,300 - - 780,300
Marketable securities - 46,140 33,800 80,040
Unquoted ordinary shares 9,011 296 - - 9,307
Investment in subsidiaries 16,748 - - - 16,748
Investment in associates 87,215 - - 87,215
Mortgage loans 25,809 - - - 25,809
Commercial bonds 8,930 - - - 8,930
Government securities 262,211 112,319 88,802 - 463,332
Deposits with financial institutions 42,194 206,708 65,917 - 314,819
Premium and other receivabies 244,019 121,913 92,929 5,066 463,927
Current tax 718 - - - 718
Cash and bank balances 30,105 45,574 10,877 1,580 88,146
Total assets 1,513,374 542,639 205,783 8,864 2,360,660
LIABILITIES AND SHAREHOLDERS' FUNDS
Shareholders' funds 140,086 104,621 34,584 1,438 280,729
Minority interest 80,672 103,245 30,307 - 214,224
Long - Term business funds 89,175 40,456 - - 129,631
Unearned premium 86,442 121,658 61,693 - 269,693
Qutstanding claims 45,052 76,340 19,757 - 141,149
Trade and other payables 236,210 100,754 64,613 7,159 408,736
Current tax 4,248 - - 11 4,257
Bank overdraft - - 2.805 - 2,805
Provision for liability and charges - - 1,121 256 1,377
Defarred tax (13,516) (4,731 {723 - {18,970)
Total liabilities and

Shareholders’ funds 668,367 542,343 214,057 8,864 1,433,631
Net balance sheet position 846,007 296 81,726 - 927,029
At 315t December, 2002 :
Total assets 1,201,800 425,321 178,720 12,327 1,818,268
Total liabilites and

Shareholders’ funds 330,926 279,187 120,212 209 730,534
Net balance sheet position 870,974 146,134 58,508 12,118 1,087,734
CAPITAL COMMITMENTS
Group and Company
Capital expenditure ‘contracted for at the balance sheet date 2003 2002
but not recognised in the financial staterment is as follows: . Shs'000 Shs'000
Refurbishment of Jubilee Insurance Centre, Kampala - 370
Total - 370

45



GROUP FINANCIAL HIGHLIGHTS

{Shs million)

Investment Income Net Premium Income
600 1800
540 1620
480 1440
1260
1080
900
720
540
360 —
180 —
0
1999 2000 2001 2002 2003
Net Assets Net Claims Incurred
6000 1000
5400
4800
4200
3600
3000
2400 ’
1800 — [y . l
1200 — | |
|
i

1999 2000 2001 3002 2003 1999 2000 100

Long-Term M Short-Term N ot



GROUP REVIEW - TEN YEARS

2003 2002 2001 2000 1999 1998 1997 1996 1995 1994
Shs million
Shareholders’ Funds 2,029 1,711 1,555 1,619 1,809 1,804 1,374 1,189 1,141 951
Share Capital 180 180 18C 180 180 180 150 150 125 125
Long-Term Business Funds 3,310 2,812 2,474 2018 2,117 2,043 1,839 1,461 1,225 1,029
Total Assets 7583  BB29 5849 5201 5308 5020 4390 35623 3123 2693
Total Investment Income 552 358 358 365 418 492 415 302 226 185
Profit Before Tax 306 213 170 117 139 206 182 163 1268 110
Profit Attributable to Shareholders 213 164 121 78 94 144 134 94 81 65
ksk
Dividends to Shareholders 81 63 63 83 63 63 53 53 44 44
Dividend Cover Ratio 2.63 2.81 1.92 1.24 1.50 2.28 2.56 1.67 1.86 1.48
Bonus 'ssue - - - - 1:5 1:5 - 1:4
* Earnings Per Share (Sh

rmings Per Share (Shis} 591 457 337 217 282 400 373 262 226 181

{par value Shs 5)

*
Earnings per share has been calculated on 36 million shares for all the years.

LT
Does not include the special additionai dividend of Shs 7.5 millicn in commemoration

of the Company’s 60th anniversary.

47



48

NOTES




PROXY FORM

The Jubilee Insurance Company Limited
INCORPORATED IN KENYA, ESTABLISHED 1937

I/We

of

being a member/members of The Jubilee Insurance Company Limited, hereby appoint

of

and failing him,

of

and failing him, the Chairman of the meeting as my/cur proxy to vote for me/us and on my/our behalf at the Annual General
Mesting of the Company to be held on Thursday 10t June, 2004 at 10.30 a.m. and at any adjournment thergof,

As witnessed my/our hand this

important Notes:

1. If you are unable to attend this mesting personally, this
proxy form should be completed and returmned to The
Company Secretary, P O Box 30376, 00100 - GPO,
Nairobi, Kenya so as to reach not later than 48 hours
before the time appointed for holding the meseting.

day of 2004.

Member

2. A person appointed to act as a proxy need not be a
member of the Company.

3. If the appointer is a Corporation, this proxy form rmust
be executed under seal or under the nand of an officer
or attorney duly authorised in writing on its behalf.



........................................................................................................................................

STAMP

The Company Secretary
The Jubilee Insurance Company Limited
P O Box 30376,00100 - GPO
NAIROBI
KENYA

CTared T

INSERT FLAP INSIDE



