
 

 

 
 
 
 
 
 

 
 
 
 
 
 
 

Mayfair Insurance Company Zambia Limited 
 
Annual financial statements 
for the year ended 31 December 2012 

 
 
 
 
 
 
 
 
 
 
 

 

 



 

 

Mayfair Insurance Company Zambia Limited 
 

Annual financial statements  
for the year ended 31 December 2012 
 
 
Contents Page 

 

 

Chairman’s report 1 – 2  
 
Directors’ report 3 – 4 
 
Directors’ responsibilities in respect of the preparation of financial statements 5 
 
Independent auditor’s report 6 – 7 
 
Statement of financial position 8 
 

Statement of comprehensive income 9 
 
Statement of changes in equity 10 
 
Statement of cash flows 11 
 
Notes to the financial statements 12 – 38 
 
Solvency margin computation – Appendix I 39 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



1 
 

Mayfair Insurance Company Zambia Limited 
 

Chairman’s report  
for the year ended 31 December 2012 
 

Overview 
 

I have the pleasure to present the Company’s Annual Report and financial statements for 
the year ended 31 December 2012.  
 

We consider this as our third year of operation although we began accepting business in 
March of 2010. The year 2012 has been an interesting and challenging year for the 
Company with new entrants coming into the market.  Despite this position, the Company 
has steadily been gaining recognition as evidenced by the 77% growth in written 
premiums compared to the previous business year. 
 

Economic environment 
 

The Zambian economy remained resilient despite the unfavourable global economic 
conditions with the Gross Domestic Product (GDP) growth rate estimated at just over 7%. 
The economy was mainly driven by the mining, construction and agriculture sectors.   
 

The country obtained a B+ credit rating from Fitch Ratings in March 2011, a platform 
which raised investor confidence and facilitated Government’s issuance of the inaugural 
10 year EURO bond of US$750 Million with a coupon rate 5.625%. 
 
Corporate governance 
 

There was one appointment to the Board of Mr. Anjay Patel who was appointed Director 
on 2 May 2012. The Board of Directors continued to adhere to good corporate governance 
practices of the corporate governance code using the Company’s board charter adopted in 
2012 as a guide.  
 

The Board of the Company have been meeting quarterly and also set up three sub 
committees; namely Audit, Human Resource and Investment Committees with a view of 
providing strategic guidance and oversight to management.  
 

Company performance 
 

The Company performance in 2012 was very impressive, recording another double digit 
growth. This growth is both above market performance and inflation recorded.  
 

The expansion programme in 2012 saw the Company registering its presence in the 
Copperbelt province with a branch opened in Kitwe in January 2012.  
 

The Company has positively responded and complied with major policy changes such as 
quarterly accounting for VAT which came into effect from 1st January 2012 following 
submissions made by the industry players and also complied with the requirements of the 
Bank of Zambia Statutory Instrument 33 (SI33). 
 
I am proud to say that the Company’s impressive growth is a testimony to the continued 
hard work and constant product innovation from both the Board of Directors and the 
management and staff of the Company.  
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Mayfair Insurance Company Zambia Limited 
 
Directors’ report  
for the year ended 31 December 2012 

 
Activities 
 

The principal business of Mayfair Insurance Company Zambia Limited (“the Company”) is the 
provision of non-life insurance services to both corporate and individual clients.   
 

Registration 
 

Mayfair Insurance Company Zambia Limited is a private company, which was incorporated in the 
Republic of Zambia in September 2009. Operations commenced in March 2010.  
 

Share capital 
 

During the year 2012 authorised capital of the Company  remained unchanged at K5,000,000,000 
(2011: K5,000,000,000), while issued and fully paid capital of the Company increased to 
K4,837,000,000 (2011: K4,085,649,309) divided into 4,837,000,000 (2011: K4,085,649,309) 
ordinary shares of K1.00 each.  
 

Results 
 

The Company recorded a Gross Written Premium of K 12.5 billion in 2012 (2011: K 7 billion).  
The profit before tax was K 41 million in 2012 (2011: K1 billion loss).  This information is shown 
in the statement of comprehensive income. 
 

Proposed dividend 
 

There was no dividend paid or proposed during the period under review. (2011: nil) 
 

Directors 
 

The Directors for the year 2012 were: 
 

Mr Joe Okwach   - Chairman   
Mr Humphrey Kabwe - Managing Director   
Mr Tushar Shah - Director  
Mr Kingstone Musaila - Director 
Mr Hemantkumar Patel - Director 
Mr Ramesh Patel - Director  
Mr Anjay Patel - Director   Appointed 02/05/2012 
 

Directors’ interest in ordinary shares 
 

Mr Anjay Patel, Mr Humphrey Kabwe, Mr Ramesh Patel and Mr Hemantkumar Patel are the only 
directors who have direct interest in the equity of the Company. 
 

Loans to Directors 
 

No loans were issued to the directors during the year. (2011: Nil) 
 

Related party transactions 
 

A loan of K196, 164,535 was issued to KMH Investments during the year. (2011: Nil). The loan is 
interest free and repayable within 12 months from date of issue. There is a third party relationship 
between KMH Investments and Mayfair Insurance Company (Zambia) Limited, in that the 
Managing Director’s spouse is one of two directors at KMH Investments, which was used as an 
investment vehicle for share ownership. The Managing Director therefore has a material interest 
in KMH Investments. 
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Mayfair Insurance Company Zambia Limited 

 

Directors’ report (continued) 

for the year ended 31 December 2012  

 
Donations and gifts 
 
Mayfair Insurance Company Zambia Limited made donations amounting to K14.5 million. (2011: 
K28.1million). 
 
Employees 
 
The average number of people employed by the Company during the year was 13 (2011: 11).   
The total amount paid to the above employees during the period under review, (in the form of 
salaries, wages and other allowances) was K1.9 billion (2011: K1.4 billion). 
 
Health and safety 
 
The Company attaches great importance to the welfare of its employees.  The Company provides 
medical services to staff and their direct dependants through a medical scheme. 
 
Corporate governance 
 
The Board of Directors hereby confirm that the Company has complied with all the internal 
control aspects of the principles of good governance. Audit, Investment and Human Resources 
committees are all functional and operating within the terms of reference. 
 
The financial statements have been prepared in accordance with International Financial Reporting 
Standards and its interpretations adopted by the International Accounting Standards Board and in 
the manner required by the Companies Act and the Insurance Act of Zambia. 
 
The Company has no service contracts with any of the Directors. Mr. Humphrey Kabwe is the only 
Executive Director involved in the day to day running of the Company. 
 
There have been no contracts of significance subsisting during or at the end of the financial year in 
which any Director or any substantial shareholder has been materially interested. 
 
Other material facts, circumstances and events 
 
The Directors are not aware of any material fact, circumstances or event which has occurred 
between the accounting date and the date of this report which might influence an assessment of 
the Company’s position for the results of its operations. 
 
 
 
By order of the Board 
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Independent auditor’s report to the members of Mayfair Insurance Company 
Zambia Limited 

 
Report on the financial statements 
 
We have audited the financial statements of Mayfair Insurance Company Zambia Limited (“the 
Company”), which comprise the statement of financial position at 31 December 2012, the statements 
of comprehensive income, changes in equity and cash flows for the year then ended and the notes to 
the financial statements which include a summary of significant accounting policies and other 
explanatory notes as set out on pages 8 to 38.   
 
Directors’ responsibility for the financial statements  

 

The Company’s directors are responsible for the preparation and fair presentation of these financial 
statements in accordance with International Financial Reporting Standards and in the manner required 
by the Companies Act of Zambia and the Insurance Act of Zambia and for such internal control as the 
directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor’s responsibility  

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with International Standards on Auditing.  Those standards require 
that we comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.  

 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.  
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Mayfair Insurance Company Zambia Limited 
 
Statement of comprehensive income 
for the year ended 31 December 2012 

 
In thousands of Zambian Kwacha  

 Note 2012 2011 

Gross written premium 7(a) 12,528,766 7,077,855 
Written premiums ceded to reinsurers 7(b) (4,287,141) (3,141,938)

 

Net premiums written  8,241,625 3,935,917 

    
Change in gross provision for unearned premium 20 (1,735,395) (2,541,345) 
Reinsurers share of change in provision for unearned 
premiums 

 

21 

 
171,318 

 
934,841 

Change in net provision for unearned premiums  (1,564,077) (1,606,504) 

  
Net earned premiums  6,677,548 

 
2,329,413 

Investment income  97,479 16,522 
Other (expenses)/income 9.1 (8,712) 5,073 
  

Revenue  6,766,315 2,351,008 

  
Insurance claims 9.2 (2,275,724) (533,053)
Insurance claims recoverable from reinsurers  937,202 124,224 

 

Net insurance claims  (1,338,522) (408,829)

  
Outstanding loss and IBNR adjustment expenses     (899,234) (210,264)
Administrative expenses 8 (4,481,052) (3,141,190)
Net commissions  16,451 324,645 

  (5,363,835) (3,026,809)

Results from operating activities  63,958 (1,084,630)
Net financing cost 11 (22,848) (20,284)
  

Profit/(Loss) before income tax  41,110 (1,104,914)
Tax expense 12 - - 

Profit/(Loss) for the period  41,110 (1,104,914)

    
 
There were no items of other comprehensive income during the year. 
 
 
 
 
 
 
 
 
 
The notes on pages 12 to 38 form an integral part of these financial statements. 



10 
 

Mayfair Insurance Company Zambia Limited 
 

Statement of changes in equity 
for the year ended 31 December 2012 

 
In thousands of Zambian Kwacha 

 

 Share 
 capital 

Accumulated 
losses 

 

  
Total 

Balance at 1 January 2011 2,763,426  (2,155,687)  607,739 
Total comprehensive income for the period      
Loss for the period -  (1,104,914)  (1,104,914) 

 2,763,426  (3,260,601)   (497,175) 
Transactions with owners recorded directly in equity      
Contributions by and distributions to owners:      
Issue of shares 1,322,223  -  1,322,223 

Balance at 31 December 2011 4,085,649  (3,260,601)  825,048 

 
Balance at 1 January 2012 
 

4,085,649  (3,260,601) 825,048 

Total comprehensive income for the period     
 
Profit for the period  - 

  
   41,110 

 
       41,110 

 4,085,649  (3,219,491) 866,158 

Transactions with owners recorded directly in 
equity 

   

Contributions by and distributions to owners:    
Issue of shares 751,351  - 751, 351 

Balance at 31 December 2012 4,837,000  (3,219,491) 1,617,509 

 
 Accumulated losses 
 

Accumulated losses are the carried forward recognised income net of expenses of the Company plus 
current period profit attributed to shareholders. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes on pages 12 to 38 form an integral part of these financial statements. 
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Mayfair Insurance Company Zambia Limited 
 

Statement of cash flows 
for the year ended 31 December 2012 
 
In thousands of Zambian Kwacha  

 
 Note 2012 2011
Cash flows from operating activities   
Profit/ (loss) for the period     41,110 

 
(1,104,914)

Adjustments for:    
Depreciation 14    98,882 64,870 
Interest received    (97,479) (16,522)
Net financing costs 11    22,848 20,284 

Loss/(profit) on disposal of property and equipment 9.1      2,340 (5,073)

  67,701 (1,041,355)
Changes in trade and other receivables  (373,034) (1,429,287)
Changes in insurance  receivables  (27,591) (241,940)
Changes in reinsurers share of unearned premium reserves  (171,318) (906,316)
Changes in insurance funds-Unearned Premium Reserves   1,735,395        2,541,345 
Changes in insurance  payable         (968,216) 1,010,474 
Changes in trade and other payables  1,071,397 291,619 

Net cash from operating activities   1,334,334 224,540 

   
Cash flows from investing activities   
Proceeds on disposal of property and equipment 
Interest received 

   70 
            97,479 

1,500 
16,522 

Acquisition of property and equipment 14         (459,536) (232,311)

Net cash used in investing activities         (361,987)  (214,289)

 
Cash flows from financing activities 

  

Proceeds from issue of share capital 19 751,351 1,322,223 

Net cash used in financing activities 751,351 1,322,223 

   
Net increase in cash and cash equivalents         1,723,698 1,332,474 
Cash and cash equivalents at 1 January         2,761,391 1,449,201 
Effect of exchange rate fluctuations on cash balances held           (22,848) (20,284)
   

Cash and cash equivalents at 31 December 18        4,462,241 2,761,391 

 
 
 
 
 
 
 
 
 
 
 
The notes on pages 12 to 38 form an integral part of these financial statements. 
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Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements 
for the year ended 31 December 2012  
 

1 Reporting entity 
 

Mayfair Insurance Company Zambia Limited (the “Company”) is domiciled in Zambia. The 
address of the Company’s registered office is Plot No. 1278 Lubuto Road, Rhodes Park, 
Lusaka, Zambia. 
 
The Company is primarily involved in the provision of non-life insurance services to both 
corporate and individual clients. 

 

2 Basis of preparation 
 

(a) Statement of compliance 
 

The financial statements of Mayfair Insurance Company Zambia Limited have been 
prepared in accordance with International Financial Reporting Standards (IFRSs) as 
issued by the International Accounting Standards Board (IASB) and in the manner 
required by the Insurance Act and the Companies Act of Zambia. 

 

(b) Basis of measurement 
 

 The financial statements have been prepared on the historical cost basis. 
 

(c) Functional and presentation currency 
 

These financial statements are presented in Zambian Kwacha (“Kwacha”), which is 
the Company’s functional currency. Except as indicated, all financial information 
presented in Kwacha has been rounded off to the nearest thousand.  

 

(d) Use of estimates and judgements 
 

The preparation of financial statements in conformity with IFRSs requires 
management to make judgements, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, 
income and expenses.  Actual results may differ from these estimates. 

 

Estimates and underlying assumptions are reviewed on an on going basis.  Revisions 
to accounting estimates are recognised in the period in which the estimate is revised 
and in any future periods affected. 

 

In particular, information about significant areas of estimation uncertainty and critical 
judgements in applying accounting policies that have the most significant effect on 
the amount recognised in the financial statements are described in note 5 “critical 
accounting estimates and judgement in applying polices”. 
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Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012 
 

3 Significant accounting policies 
 

 The significant accounting policies adopted in the preparation of these financial statements 
applied in all material respects, are set out below: 

 

(a) Premium recognition 
 

 The underwriting results are determined on an annual basis.  Premiums written are 
accounted for in the year in which the risks are assumed.  Revenue is recognised when a 
debit note is signed by the insurer. 

 

 Premiums are disclosed gross of commission payable to intermediaries and exclude 
taxes and levies based on premiums.  Premiums written include adjustments to 
premiums written in prior accounting periods. 

 

(b) Finance income and expenses 
 

Finance income comprises interest income on funds invested (including available-for-
sale financial assets), dividend income, gains on the disposal of available-for-sale 
financial assets, changes in the fair value of financial assets at fair value through profit 
or loss, and gains on hedging instruments that are recognised in the profit or loss. 
Interest income is recognised as it accrues in the profit or loss, using the effective 
interest method. Dividend income is recognised in profit or loss on the date that the 
Company’s right to receive payment is established, which in the case of quoted 
securities is the ex-dividend date.  

 

Finance expenses comprise interest expense on borrowings, unwinding of the discount 
on provisions, changes in the fair value of financial assets at fair value through profit or 
loss, impairment losses recognised on financial assets, and losses on hedging 
instruments that are recognised in the profit or loss. All borrowing costs are recognised 
in the profit or loss using the effective interest method.  

 

(c) Provision for unearned premiums - insurance funds 
 

 At the end of each year a proportion of the net premiums is provided for to cover 
portions of risk which have not expired at the balance sheet date.  These are shown in 
the balance sheet as Insurance Funds.  The provision has been based on S33 of the 
Insurance Act, which requires an insurer transacting general insurance business to set 
aside reserves for unearned premium, using the 24th method or fifty per centum of the 
net premium income in respect of all classes of business, whichever is higher, or any 
other method approved by the Registrar of Pensions and Insurance in writing.  The basis 
used in these financial statements is the 24th method, as authorised by the Registrar of 
Pensions and Insurance. 

 

(d) Unearned premium provision 
 

The provision for unearned premiums comprises the proportion of premiums written 
which is estimated to be earned in the following or subsequent financial years, 
computed separately for each insurance contract using the 24th method, adjusted if 
necessary to reflect any variation in the incidence of risk during the period covered by 
the contract. 
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Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012 

 

3 Significant accounting policies (continued) 
 

e) Classification of contracts 
 

Contracts under which the Company accepts significant insurance risk from another 
party (the policy holder) by agreeing to compensate the policy holder or other 
beneficiary if a specified uncertain future event (the insured event) adversely affects the 
policy holder or other beneficial are classified as insurance contracts.  Insurance risk is 
risk other than financial risk.  Financial risk is the risk of a possible future change in one 
or more of a specified interest rate, security price, commodity price, foreign exchange 
rate, index of prices or rates, a credit rating or credit index or other variable, provided in 
the case of a non-financial variable that the variable is not specific to a party to the 
contract. Insurance contracts may allow transfer of some financial risk. Once a contract 
is classified as an Insurance Contract, it remains classified as an Insurance contract until 
all rights and obligations are extinguished or expire. 

 

(f) Deferred acquisition costs 
 

Policy acquisition costs are expensed in proportion to the gross written premium per 
class of business over the total gross written premium. 

 

(g) Claims  
 

Claims incurred in respect of general business consist of claims and claims handling 
expenses paid during the financial year together with the movement in the provision for 
outstanding claims. 

 

Claims outstanding comprise provision for the Company’s estimate of the ultimate cost 
of settling all claims incurred but unpaid at the balance sheet date whether reported or 
not, and related internal and external claims handling expenses.  Claims outstanding are 
assessed by reviewing individual claims and making allowance for claims incurred but 
not yet reported, the effect of both internal and external foreseeable events, such as 
changes in claims handling procedures, inflation, judicial trends, legislative changes and 
past experience and trends. 

 

Whilst the directors consider that the gross provisions for claims and the related 
reinsurance recoveries are fairly stated on the basis of the information currently 
available to them, the ultimate liability will vary as a result of subsequent information 
and events and may result in significant adjustments to the amounts provided.  
Adjustments to the amounts of claims provisions established in prior years are reflected 
in the financial statements for the period in which the adjustments are made, and 
disclosed separately if material.  The methods used, and the estimates made are 
reviewed regularly. 

 

(h) Outstanding claims 
 

 Full provision is made for the estimated cost of all claims notified but not settled at the 
balance sheet date, less re-insurance recoveries, using the best information available at 
that time.  Provision is also made for the cost of claims incurred but not reported until 
after the balance sheet date.  Any differences between these provisions and subsequent 
provisions or payments are charged or credited to the underwriting account in the year 
in which they are determined. 
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Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012  
 

3 Significant accounting policies (continued) 
 

(i) Re-insurance 
 

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

 

The Company cedes re-insurance in the normal course of business for the purpose of 
limiting its net loss potential through the diversification of its risk.  Re-insurance 
arrangements do not relieve the Company from its direct obligations to its policy 
holders. 

 

Premiums ceded and benefits reimbursed are presented in the profit or loss and 
statement of financial position on a gross basis. 

 

(j) Property and equipment 
 

i) Owned assets 
 

Items of property and equipment are stated at cost or valuation less accumulated 
depreciation and impairment losses. 

 

Cost includes expenditure that is directly attributable to the acquisition of the 
asset. The cost of self-constructed assets includes the cost of materials and direct 
labour, any other costs directly attributable to bringing the assets to a working 
condition for their intended use, and the costs of dismantling and removing the 
items and restoring the site on which they are located. Cost also may include 
transfers from equity of any gain or loss on qualifying cash flow hedges of foreign 
currency purchases of property, plant and equipment. Purchased software that is 
integral to the functionality of the related equipment is capitalised as part of that 
equipment.  

 

Gains and losses on disposal of an item of property, plant and equipment are 
determined by comparing the proceeds from disposal with the carrying amount of 
property, plant and equipment, and are recognised net within “other income” in 
the profit or loss. When revalued assets are sold, the amounts included in the 
revaluation surplus reserve are transferred to retained earnings.  

 

ii) Subsequent expenditure 
 

Expenditure incurred to replace a component of an item of property and 
equipment that is accounted for separately, is capitalised.  Other subsequent 
expenditure is capitalised only when it increases the future economic benefits 
embodied in the item of property and equipment.  All other expenditure is 
recognised in the profit or loss as incurred. 

 

iii) Depreciation  
 

Deprecation is recognised in the profit or loss on a straight line basis over the 
estimated useful life of each part of an item of property and equipment, since this 
most closely reflects the expected pattern of consumption of the future economic 
benefits embodied in the asset.  
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Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012 
 

3 Significant accounting policies (continued) 
 

(j) Property and equipment (continued) 
 

iv) Depreciation (continued) 
 

The estimated useful lives are as follows: 
 

� Computer equipment 3 years 
� Furniture and equipment 8 years 
� Motor vehicle    5 years  

 

The residual value, depreciation methods and useful lives are reassessed at each 
financial year end and adjusted if appropriate. 

 

(k) Employee benefits 
 

Short-term employee benefit obligations are measured on an undiscounted basis and 
are expensed as the related service is provided. A liability is recognised for the amount 
expected to be paid under short-term cash bonus or profit-sharing plans if the 
Company has a present legal or constructive obligation to pay this amount as a result 
of past service provided by the employee and the obligation can be estimated reliably.  

 

A defined contribution plan is a post-employment benefit plan under which an entity 
pays fixed contributions into a separate entity and will have no legal or constructive 
obligation to pay further amounts. Obligations for contributions to defined 
contribution pension plans are recognised as an employee benefit expense in profit or 
loss when they are due. Prepaid contributions are recognised as an asset to the extent 
that a cash refund or a reduction in future payments is available.  

 

(l) Dividend distribution 
 

 Dividends are recognised as a liability in the financial statements in the period in 
which they are approved by the shareholder. 

 

(m) Foreign currencies 
 

Transactions in foreign currencies are translated at exchange rates at the date of the 
transactions.  Monetary assets and liabilities denominated in foreign currencies at the 
reporting date are re-translated to the functional currency at the exchange rate at that 
date.  The foreign currency gain or loss on monetary items is the difference between 
amortised cost in the functional currency at the beginning of the year, adjusted for 
effective interest and payments during the year, and the amortised cost in foreign 
currency translated at the exchange rate at the end of the year.  Non-monetary assets 
and liabilities are measured at fair value in a foreign currency re-translated to the 
functional currency at the exchange rate at the date that the fair value was determined. 
Non-monetary items that are measured based on historical cost in a foreign currency 
are translation using the exchange rate at the date of the transaction. Foreign currency 
differences arising on retranslation are generally recognised in profit or loss.  
However, foreign currency differences arising from the retranslation of the following 
items are recognised in other comprehensive income: 

 

� Available for sale equity investments (except on impairment in which case 
foreign currency differences that have been recognized in other comprehensive 
income are reclassified to profit or loss); 

� A financial liability designated as a hedge of the net investment in a foreign 
operation to the extent that the hedge is effective; or 

� Qualifying cash flow hedges to the extent the hedge is effective. 



17 
 

Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012 
 

3 Significant accounting policies (continued) 
 

(n) Financial instruments 
 

 The Company recognises financial assets and financial liabilities in its statement of 
financial position when and only when it becomes a party to the contractual provisions 
of the instrument. 

 

 The Company derecognises financial assets when the contractual rights to the cash 
flows from the asset expire or the Company transfers substantially all the risks and 
rewards of ownership of the financial asset.  

 

 Financial liabilities are derecognised when they are extinguished. 
 

 Measurement 
 

 Financial instruments are initially measured at fair value, which includes transaction 
costs that are directly attributable to the acquisition or issue of the financial asset or 
financial liability.  The fair value of financial assets classified as available for sale 
financial assets is determined by reference to the quoted closing bid prices at the 
reporting date. If the Company has the positive intent and ability to hold debt securities 
to maturity, then they are classified as held-to-maturity. Held-to-maturity investments 
are measured at amortised cost using the effective interest method, less any impairment 
losses.  

 

Trade and other receivables 
 

� Trade and other receivables are measured at amortised cost using the effective 
interest method less impairment losses. 

 

Financial liabilities 
 

� Financial liabilities are measured at amortised cost using the effective interest 
method. 

 

Gains and losses on subsequent measurement 
 

 Gains and losses arising from a change in the fair value of financial instruments that are 
held at fair value through profit or loss are included in net profit or loss in the period in 
which the change arises. For available-for-sale financial assets, gains and losses arising 
from a change in the fair value of these instruments are recognised through the 
statement of other comprehensive income and accumulated in the fair value reserve in 
the statement of changes in equity. 

 

Offsetting financial instruments 
 

 Financial assets and financial liabilities are offset and the net amount reported in the 
statement of financial position when the Company has a legally enforceable right to set 
off the recognised amounts and intends either to settle the asset on a net basis or to 
realise and settle the liability simultaneously. 

 

Share capital 
 

 Ordinary shares are classified as equity. Incremental costs directly attributable to the 
issue of ordinary shares are recognised as a deduction from equity net of any tax effects. 
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Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012 
 

3 Significant accounting policies (continued) 

 
(o) Salvage and subrogation reimbursements 

 

 Some insurance contracts permit the Company to sell (usually damaged) property 
acquired in settling a claim (i.e. salvaged).  The Company may also have the right to 
pursue third parties for payment of some or all costs (i.e. subrogation). Income from 
salvage is recognised as part of other income when: 

 
1. The entity has transferred to the buyer the significant risks and rewards of 

ownership. 
2. The entity retains neither continuing managerial involvement to the degree usually 

associated with ownership nor-effective control. 
3. It is probable that the economic benefits associated with the transaction will flow to 

the entity. 
4. When the costs to be incurred in respect of the salvage can be measured reliably. 
5. The income from the salvage can be measured reliably. 

 

(p) Provisions 
 

 A provision is recognised in the statement of financial position when the Company has a 
present legal or constructive obligation as a result of a past event and it is probable that 
an outflow of resources embodying economic benefits will be required to settle the 
obligation; and a reliable estimate of the amount of the obligation can be made. 

 

(q) Cash and cash equivalents 
 

 Cash and cash equivalents comprise of cash balances and fixed deposits which have a 
maturity period of less than three months. Bank overdrafts that are repayable on demand 
and form an integral part of the Company’s cash management are included as a 
component of cash and cash equivalents for the purpose of the statement of cash flows. 

 

(r) Impairment 
 

Financial assets 
 

 The carrying amounts of the Company’s assets are reviewed at each reporting date to 
determine whether there is any indication of impairment.  If any such indication exists, 
the asset’s recoverable amount is estimated. An impairment loss is recognised whenever 
the carrying amount of an asset exceeds its recoverable amount.  Impairment losses are 
recognised in profit or loss. 

 

i) Calculation of recoverable amount 
 

 The recoverable amount of the Company’s investments in held-to-maturity 
securities and receivables carried at amortised cost is calculated as the present 
value of estimated future cash flows, discounted at the original effective interest 
rate (i.e. the effective interest rate computed at initial recognition of these financial 
assets).  Receivables with a short duration are not discounted.  Financial assets are 
assessed individually, and portfolio impairment tests are performed periodically. 
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3 Significant accounting policies (continued) 
 

(r) Impairment (continued) 
 

Financial assets (continued) 
 

i) Calculation of recoverable amount (continued) 
 

 

 If in a subsequent period, the fair value of an impaired available- for-sale debt 
security increases and the increase can be related objectively to an event occurring 
after the impairment loss was recognised in the profit or loss, then the impairment 
loss is reversed with the amount of the reversal recognised in the profit or loss. 

 

ii) Reversals of impairment 
 

 An impairment loss in respect of a held to maturity security or receivables carried 
at amortised cost is reversed if the subsequent increase in recoverable amount can 
be related objectively to an event occurring after the impairment loss was 
recognised. 

 

 In respect of other assets, impairment losses recognised in prior periods are 
assessed at each reporting date for any indications that the loss has decreased or no 
longer exists. 

 

 Non-financial assets 
  

 The carrying amounts of the Company’s non-financial assets, other than deferred tax 
assets, are reviewed at each reporting date to determine whether there is any indication of 

impairment. If any such indication exists, then the asset’s recoverable amount is 
estimated. For intangible assets that have indefinite lives or that are not yet available for 
use, the recoverable amount is estimated each year at the same time. 

 

 The recoverable amount of an asset or cash-generating unit is the greater of its value in 
use and its fair value less costs to sell. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. 

For the purpose of impairment testing, assets are grouped together into the smallest group 
of assets that generates cash inflows from continuing use that are largely independent of 
the cash inflows of other assets or groups of assets (the “cash-generating unit”). The 

goodwill acquired in a business combination, for the purpose of impairment testing, is 
allocated to cash-generating units that are expected to benefit from the synergies of the 
combination. 

 

An impairment loss is recognised if the carrying amount of an asset or its cash-generating 
unit exceeds its estimated recoverable amount. Impairment losses are recognised in the 
profit or loss. Impairment losses recognised in respect of cash-generating units are 
allocated first to reduce the carrying amount of any goodwill allocated to the units and 
then to reduce the carrying amounts of the other assets in the unit (group of units) on a 
pro rata basis. 

 

An impairment loss is reversed only to the extent that the asset’s carrying amount does 
not exceed the carrying amount that would have been determined, net of depreciation or 
amortisation, if no impairment loss has been recognised. 
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(s) Income tax 

  
Income tax on expense comprises current and deferred tax. Income tax is recognised in the 
profit or loss except to the extent that it relates to items recognised directly in equity, in 
which case it is recognised in equity. 

 
Current tax is the expected tax payable on taxable income for the year, using tax rates 
enacted or substantially enacted at the balance sheet date, and any adjustment to tax 
payable in respect of previous years. 

 
Deferred tax is recognised using the balance sheet method, providing for temporary 
differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes.  Deferred tax is not recognised for 
the following temporary differences:  the initial recognition of goodwill, the initial 
recognition of assets or liabilities in a transaction that is not a business combination and 
that affects neither accounting nor taxable profit, and differences relating to investments in 
subsidiaries and jointly controlled entities to the extent that it is probable that they will not 
reverse in the foreseeable future.  Deferred tax is measured at the tax rates that are expected 
to be applied to the temporary differences when they reverse, based on the laws that have 
enacted or substantively enacted by the reporting date. 

 
 A deferred tax asset is recognised to the extent that it is probable that future taxable profits 

will be available against which temporary differences can be utilised.  Deferred tax assets 
are reviewed at each reporting date and are reduced to the extent that it is no longer 
probable that the related tax benefit will be realised. 

 
4 New standards and interpretations not yet adopted 

 
A number of new standards, amendments to standards and interpretations are effective for annual 
periods beginning after 1 January 2012, and have not been applied in preparing these financial 
statements. Those which may be relevant to the company are set out below. The company does 
not plan to adopt these standards early. 
 
(a) IFRS 9 financial instruments (2010), IFRS 9 financial instruments (2009) 

 
IFRS 9 (2009) introduces new requirements for the classification and measurement of 
financial assets. Under IFRS 9 (2009), financial assets are classified and measured based on 
the business model in which they are held and the characteristics of their contractual 
cashflows. IFRS 9 (2010) introduces additions relating to financial liabilities. The IASB 
currently has an active project to make limited amendments to the classification and 
measurement requirements of IFRS 9 and add new requirements to address the impairment of 
financial assets and hedge accounting. 
 
IFRS 9 (2010 and 2009) is effective for annual periods beginning on or after 1 January 2015 
with early adoption permitted. The adoption of IFRS 9 (2010) is expected to have an impact 
on the Company’s financial assets, but not any impact on the Company’s financial liabilities. 
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4 New standards and interpretations not yet adopted 
 

(b) IFRS 13 Fair value measurement (2011) 
 

IFRS 13 provides a single source of guidance on how fair value is measured, and replaces 
the fair value measurement guidance that is currently dispersed throughout IFRS. Subject 
to limited exceptions, IFRS 13 is applied when fair value measurements or disclosures are 
required or permitted by other IFRS. IFRS 13 is effective for annual periods beginning on 
or after 1 January 2013 with early adoption permitted. The Company is yet to quantify the 
impact on the financial statements. 

 

(c) IAS 19 Employee benefits 
 

IAS 19 (2011) changes the definition of short-term and other long-term employee benefits 
to clarify the distinction between the two. For defined benefit plans, removal of 
accounting policy choice for recognition of actuarial gains and losses is not expected to 
have any impact on the Company. IAS 19 (2011) is effective for annual periods beginning 
on or after 1 January 2013 with early adoption permitted.  

 

The impact on the financial statements for the Company has not yet been quantified. 
 

5 Critical accounting estimates and judgements in applying accounting policies 
 

 The Company makes estimates and assumptions that affect the reported amounts of assets and 
liabilities within the next financial year.  Estimates and judgments are continually evaluated 
and are based on historical experience and other factors including expectations of future 
events that are believed to be reasonable under the circumstances. 

 

 The ultimate liability arising from claims made under insurance contracts 
 

 The estimation of ultimate liability arising from claims made under insurance contracts is the 
Company’s most critical accounting estimate.  There are several sources of uncertainty that 
need to be considered in the estimate of the liability that the Company will ultimately pay for 
such claims. 

 

 Impairment losses on receivables 
 

 The Company reviews its portfolio to assess impairment at least on a quarterly basis.  In 
determining whether an impairment loss should be recorded in the income statement, the 
Company makes judgements as to whether there is any observable data indicating that there is 
a measurable decrease in the estimated future cash flows from a portfolio of debtors before the 
decrease can be identified with individual debtors.  This evidence may include observable data 
that there has been an adverse change in the payment status of borrowers in a Company, or 
national or local economic conditions that correlate with defaults on assets in the Company.  
Management used estimates based on historical loss experience for assets with credit risk 
characteristics and objective evidence of impairment similar to those in the portfolio when 
scheduling its future cash flows.  The methodology and assumptions used for estimating both 
the amount and timing of cash flows are reviewed regularly to reduce any differences between 
loss estimates and actual loss experience. 
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5 Critical accounting estimates and judgements in applying accounting policies (continued) 
 

 Incurred but not reported 

 

 The Company’s estimates for reported and unreported losses and establishing resulting 
provisions and related reinsurance recoverable are continually reviewed and updated, and 
adjustments resulting from this review are reflected in income.  The process relies upon the 
basic assumption that past experience, adjusted for the effect of current developments and 
likely trends, is an appropriate basis for predicting future events.   

 

 Impairment of assets other than receivables 

 

 The carrying amounts of the Company’s assets other than receivables are reviewed at each 
reporting date to determine whether there is an indication of impairment.  If any such exists, 
the asset’s recoverable amount is estimated.  This estimation requires significant judgement.  
An impairment loss is recognised in the income statement whenever the carrying amount 
exceeds the recoverable amount. 

 

 Income taxes 

 

 The tax charged to the accounts is subject to agreement with Zambia Revenue Authority.  
When the final tax outcome upon agreement of assessments differs from the amounts initially 
recorded, such differences are adjusted in subsequent periods.   
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6  Financial risk management 
 

The Company has exposure to the following risks from its use of financial instruments: 
 

� Credit risk 
� Liquidity risk 
� Market risk 
� Operational risk 
 
Risk management framework 
 
The Board of Directors has overall responsibility for the establishment and oversight of the 
Company’s risk management framework. The Company’s risk management policies are 
established to identify and analyse the risks faced by the Company, to set appropriate risk limits 
and controls, and to monitor risks and adherence to limits. Risk management policies and 
systems are reviewed regularly to reflect changes in market conditions and the Company’s 
activities. The Company, through its management standards and procedures, aims to develop a 
disciplined and constructive control environment in which all employees understand their roles 
and obligations. 
 
Credit risk 

 
Insurance and re-insurance 

 
Management has a policy in place and the exposure to credit risk is monitored on an on-going 
basis. Credit evaluations are performed on significant customers requiring credit over a certain 
amount. The Company conducts business with reputable and financially sound re-insurers to 
minimize losses arising from defaulting debtors. Reputable financial institutions are used for 
investing and cash handling purposes. No collateral is required in respect of financial assets. 
 
The maximum exposure to credit risk is represented by the carrying amount of each financial 
asset in the statement of financial position under the Insurance Act. Major liabilities of the 
Company mature within 60 days. 
 
Re-insurance is used to manage insurance risk. This does not, however, discharge the 
Company’s liability as primary insurer. If a re-insurer fails to pay a claim for any reason, the 
Company remains liable for the payment to the policy holder. The creditworthiness of re-
insurers is considered on an annual basis by reviewing their financial strength prior to 
finalisation of any contract. 

 
Liquidity risk 
 
Liquidity risk arises in the general funding of the Company’s activities and in the management 
of investments. 
 
Liquidity management is directed towards ensuring that all the Company’s operations can meet 
their funding needs, whether this is to replace existing funding as it matures, or is withdrawn. 
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6  Financial risk management (continued) 

 
Market risk 
 
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest 
rates and equity prices will affect the Company’s income or the value of its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk 
exposures within acceptable parameters, while optimising the return. 
 
The Company is exposed to interest rate risk to the extent of the balance of the current accounts 
and on its cash and cash equivalents. Interest rate risk management activities are conducted in 
the context of the Company’s sensitivity to interest rate changes. Debt financing and investment 
decisions are supposed to be approved by the Audit Committee before the transaction takes 
place. 
 
Operational risk 
 
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes 
associated with the Company’s processes, personnel, technology and infrastructure, and from 
external factors other than credit, market and liquidity risks such as those arising from legal and 
regulatory requirements and generally accepted standards of corporate behaviour. Operational 
risks arise from all of the Company’s operations. 
 
The Company’s objective is to manage operational risk so as to balance the avoidance of 
financial losses and damage to the Company’s reputation with overall cost effectiveness and to 
avoid control procedures that restrict initiative and creativity. 
 
The primary responsibility for the development and implementation of controls to address 
operational risk is assigned to senior management within each business unit. This responsibility 
is supported by the development of overall Company standards for the management of 
operational risk in the following areas: 

 

� requirements for appropriate segregation of duties, including the independent authorisation 
of transactions 

� requirements for the reconciliation and monitoring of transactions 
� compliance with regulatory and other legal requirements 
� documentation of controls and procedures 
� requirements for the periodic assessment of operational risks faced, and the adequacy of 

controls and procedures to address the risks identified 
� requirements for the reporting of operational losses and proposed remedial action 
� development of contingency plans 
� training and professional development 
� ethical and business standards 
� risk mitigation, including insurance where this is effective. 
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6  Financial risk management (continued) 
 

Insurance risk 
 

The primary insurance activity carried out by the Company assumes the risk of loss from persons 
or organisations that are directly subject to the risk. Such risks may relate to property, liability, 
financial or other perils that may arise from an insurable event. As such, the Company is exposed 
to the uncertainty surrounding the timing and severity of claims under the contract. The Company 
also has exposure to market risk through its insurance and investment activities. 

 

The Company manages its insurance risk through underwriting limits, approval procedures for 
transactions that involve new products or that exceed set limits, pricing guidelines, centralised 
management of re-insurance and monitoring of emerging issues. 

 

The Company uses several methods to assess and monitor insurance risk exposures both for 
individual types of risk insured and overall risks. These methods include internal risk 
measurement, sensitivity analysis, scenario analysis, stress testing etc. 

 

Insurance risk is managed primarily through sensible pricing, product design, risk selection, 
appropriate investment strategy, and re-insurance. The Company therefore monitors and reacts to 
changes in the general economic and commercial environment in which it operates. 

 

Re-insurance risk 
 

The Company cedes insurance risk to limit exposure to underwriting losses under various 
agreements that cover individual risks, Company risks or defined blocks of business, on a 
coinsurance, yearly renewable term, excess or catastrophe excess basis. These re-insurance 
agreements spread the risk and minimise the effect of losses. The amount of each risk retained 
depends on the Company’s evaluation of the specific risk, subject in certain circumstances, to 
maximum limits based on characteristics of coverage. Under the terms of the re-insurance 
agreements, the re-insurer agrees to reimburse the ceded amount in the event that the claim is 
paid. However the Company remains liable to its policy holders with respect to ceded insurance if 
any re-insurer fails to meet the obligations it assumes. 

 

Concentration risk 
 

The underwriting strategy attempts to ensure that the underwritten risks are well diversified in 
terms of type and amount of risk and industry.  All risks arise within Zambia and mainly under 
manufacturing, transport and service industry. 
 
Capital management 
 
The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The Board of Directors 
monitors the return on capital, which the Company defines as a results from operating activities 
divided by total shareholders’ equity. The Board of Directors also monitors the level of dividends 
to ordinary shareholders. 
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7(a) Gross written premium 
 

 2012  2011

Fire    1,272,581  1,025,595
Motor    5,631,196  3,090,247
Engineering   1,487,466  1,134,093
Accident        51,332  242,566
Marine 1,048,396  328,070
Liability       752,173  98,259
Other   2,285,622  1,159,025

Total 12,528,766  7,077,855

 
7(b) Premium ceded to reinsurance 

 

 

2012 2011 
 

Fire       941,366   856,823
Motor      290,200   182,615
Engineering      836,407   742,039
Accident        40,121   149,142
Marine      605,916   213,164
Liability      525,589   15,685
Other  1,047,542  982,470

Total 4,287,141  3,141,938

 
8 Administrative expenses 

 2012  2011 
 

Movement in allowance for impairment          356,870   35,096 

Depreciation           98,882   64,870 

Directors’ fees           31,178   - 

Auditor’s fees           92,000   55,000 

Personnel expenses (note 10)      2,040,262   1,425,839 

Other costs 
Consultancy fees 

     1,755,530  
            6,100  

 1,340,472 
182,808 

Pensions and Insurance Authority Levy         100,230   37,105 

 
      4,481,052   

 

3,141,190 
 

Included in other costs are rentals and rates of K395 million (2011:K437 million), 
advertising and marketing of K151 million (2011: K146 million). 
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9.1 Other (expenses)/ income 

 2012  2011 
 

 Yellow cards (6,372)  - 

 (Loss)/profit on disposal (2,340)  5,073 

  (8,712)  5,073 

9.2 Insurance claims 

 2012  2011 
 

 Fire and industrial          13,163  1,375 

 Marine - goods in transit          140,802   226,945 

 Motor vehicles - private    1, 414,279   200,063 

 Motor vehicles -  commercial        422,524   141,104 

 Theft -  cash in transit 
          Theft - burglary all risks 

-    
115,778  

 16,181 
10,400 

 Miscellaneous - crops 
          Miscellaneous -  livestock 

     312,754  
         29,282  

 - 
- 

Miscellaneous -  any other         1,038   - 

 
 2,449,620  596,068 

 Claims recoveries (173,896)  (63,015)

 2,275,724  533,053 

10 Personnel expenses 

 2012  2011  
 

 Salaries, wages and allowances 1,970,918  1,376,008 
 Compulsory social security contributions    45,025  24,487 
 Other staff costs 24,319  25,344 
    

  2,040,262  1,425,839 
 

11 Net financing cost 
 2012   2011 

Finance income 
Exchange gains 

 
56,240 

 
- 

 56,240 - 

Finance costs 
Exchange loss 

 
 (79,088)

 
 (20,284) 

 
Net finance cost 

 
 (22,848)

 
 (20,284) 
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12 Income tax expense in the statement of comprehensive income 

 2 012  2 011  
 

Income tax expense in the income statement  
 

Current tax expense  
Current period  - - 

 
Deferred tax (income) / expense  

Origination and reversal of timing differences  - - 

 
Income tax expense  - - 

 
Reconciliation of tax charge % 2 012  % 2 011  

 
Profit / (loss) before taxation  41,110 (1,104,914) 

 
Income tax using the Company's domestic tax 
rate 35 14,389 35 (386,720) 
Non-deductible expenses 448 184,372  -6 79,308  
Deferred tax movement not recognised -483 (198,761) -28 307,412 

 
Total income tax expense  - - 

 
Tax liability   

 
Opening balance  - - 

 
Charge for the year  - - 
Taxes paid during the year  - - 

 
Current tax liability  - - 

 

 Tax losses 
 

The Company has incurred cumulative tax losses of K 2,375,194 (2011: K 2,824,237), which are 
subject to agreement with the Zambia Revenue Authority. The tax losses are available to carry 
forward for five years. Below we tabulate what losses will expire: 
 
 
Year of loss 

Tax loss 
amount 

 Year which 
loss will expire 

 
2010/11 1,427,225 2015/16 
2011/12 947,969 2016/17 

 2,375,194  
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13  Deferred taxation 

 
The net deferred tax asset has not been recognised in respect of these items because of uncertainty 
about the timing of availability of sufficient future taxable profits against which the Company can 
utilise the benefits there from. 

 

(a) Unrecognised deferred assets and liabilities 

 
 2012  2011 
 Assets  Liabilities  Net  Assets Liabilities  Net 
Property, plant and 
equipment 
Unrealised exchange 
gain 

 
 

- 
- 

   
  

 73,740 
    19,684 

       
 

 73,740 
    19,684 

  
 

- 
- 

 
 

31,247 
- 

 
 

31,246 
- 

Unrealised exchange 
losses 
Tax losses 

(27,681)
(831,318)

 
            - 
            - 

    (27,681)
(831,318)

(7,099)
(988,483)

 
- 
- 

(7,099)
(988,483)

       

  (858,999)  93,424 (765,575) (995,582) 31,247 (964,336)

 

(b) Movement in unrecognised temporary differences 

 
  

 
Balance 

 Unrecognised 
in profit or 

loss 

  
 

Balance 

 Unrecognised 
in profit or 

loss 

  
 

Balance 
 1 January 

2011 
  31 December 

2011 
   31 December 

2012 
Temporary differences 
on fixed assets 

 
8,219 

  
23,027 

  
31,246 

  
42,494 

  
73,740 

Unrealised exchange loss (8,449)  1,350  (7,099)  (20,582)  (27,681) 
Unrealised exchange 
gain  

 
- 

  
- 

  
- 

  
19,684 

  
19,684 

Tax losses (656,694) (331,789) (988,483) 157,165 (831,318) 
      

  (656,924) (307,412) (964,336) 198,761 (765,575) 
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14 Property and equipment 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Leasehold 
improvements 

Office 
equipment 

Telephone 
equipment

Furniture & 
fittings 

Computer 
Hardware

 Motor 
vehicle 

  
Total 

Cost or valuation      
Balance at 1 January 2011 27,375  54,659 8,299  93,156 130,249  -  313,738 
Additions -  9,370 5,898  7,112 31,221  207,710  261,311 
Disposals -  - -  - (6,104)  (24,575)  (30,679) 
        

Balance at 31 December 2011 27,375  64,029 14,197  100,268 155,366  183,135  544,370 

 
Balance at 1 January 2012 

 
27,375 

  
64,029 

 
14,197 

  
100,268 

 
155,366 

  
183,135 

  
544,370 

Additions 11,185  5,153 -  26,881 16,407  399,910  459,536 
Disposals -  - -  (3,298) -  -  (3,298) 
        

Balance at 31 December 2012 38,560  69,182 14,197  123,851 171,773  583,045  1,000,608 
        

Accumulated depreciation      
Balance at 1 January 2011 3,422  6,832 1,037  11,644 32,014  -  54,949 
Disposals -  - -  - (3,205)  (2,048)  (5,253) 
Depreciation for the year 3,422  7,711 1,406  12,092 29,034  11,205  64,870 
      

Balance at 31 December 2011 6,844  14,543 2,443  23,736 57,843  9,157  114,566 

Balance at 1 January 2012 6,844  14,543 2,443  23,736 57,843  9,157  114,566 
Disposals -     (888) -  -  (888) 
Depreciation for the year 3,422  8,384 1,775  14,624 31,701  38,976  98,882 
      

Balance at 31 December 2012 10,266  22,927 4,218  37,472 89,544  48,133  212,562 
 
Carrying amounts 

     

At 31 December 2011 20,531  49,486 11,754  76,532 97,522  173,978  429,803 

 At 31 December 2012 28,295  46,255 9,979  86,378 82,228  534,912  788,047 
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15 Trade and other receivables 
 

 2012  2011  
 

Brokers and agents balances (note 16) 2,157,742  2,038,833 

Other receivables 
Prepayments 

243,659 
50,435 

 - 
39,969 

 2,451,836  
 

2,078,802 

16 Brokers and agents balances 

 2012  2011 
    

Brokers and agents balances  
Commission receivable 

2,204,842 
383,406 

 2,112,469 
- 

 2,588,248  2,112,469 

Less: provision for impairment (430,506)  (73,636) 

 2,157,742  
 

2,038,833 

17 Insurance receivables 

 2012  2011  
 

Reinsurers premiums receivable 
Commissions payable 

354,885 
- 

 400,043 
(72,749) 

 
 

354,885 
 

 

327,294 
Less: impairment (1,568) (1,568) 

 353,317 
 

325,726 

18 Cash and cash equivalents 

 2012  2011 
 

Cash and bank balances 4,462,241  2,761,391 

    
19 Share capital  

 2012  2011 
Authorised share capital of 5 billion (2011: 5 
billion) shares of K1 each 

 
5,000,000 

  
5,000,000 

 

 Issued share capital 

In issue at 1 January 4,085,649  2,763,426 
Issued for cash  751,351  1,322,223 
 

In issue at 31 December – fully paid 4,837,000 
 

4,085,649 
 

Issue of ordinary shares 
 

In November 2012, at a meeting of the shareholders, it was resolved to issue 751,351,000 
ordinary shares at an exercise price of K1 per share (2011: 1,322,223,000). 

 

Rights of ordinary shares 
 

The holders of ordinary shares are entitled to receive dividends as declared from time to 
time and to vote at meetings of the Company. 
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20 Insurance funds - unearned premium reserve 

 2012  2011 
 

Balance at 1 January 4,072,005  1,530,660 

Movement 1,735,395  2,541,345 
    

Balance at 31 December 5,807,400  4,072,005 

 

21        Reinsurers share of Unearned Premium Reserve  
 2012  2011 

 
Balance at 1 January 1,688,118  753,277 

Movement 171,318  934,841 

    
Balance at 31 December 1,859,436  1,688,118 

 
22        Insurance payables 

 2012 2011 
   

Amounts payable to re-insurance companies 666,788 1,635,004 
   

23 Trade and other payables 

 2012  2011 
Accruals 
Outstanding claims and IBNR 

512,114 
1,311,066 

 339,951 
411,832 

    

 1,823,180  751,783 
 

Included in accruals is 2012 4th Quarter VAT of K351 million (2011: K132 million). 
 

24 Related party transactions 
 

 Identity of related parties 

  

 The Company has a related party relationship with its holding company/group 
companies, directors and key management staff. 

  
 Loan to related party 

 During the current financial period the Company made a loan to KMH Investments, an 
investment vehicle that has a related party relationship with the entity through the 
Managing Director. The Managing Director’s spouse is one of two directors at the 
company. This loan is unsecured and amounts to ZMK196,164,535. No interest is 
payable on the loan and the loan is repayable within 12 months after the issue date. At 
31December 2012 the balance outstanding was ZMK196,164,535 (2011: ZMK nil), and 
is included in trade and other receivables (note 15). 
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24 Related party transactions (continued) 

 
Transactions with key management personnel and directors 

 

i) Key management personnel compensation 
 

 2012  2011 
 

Salaries and allowances 1,912,529  1,376,008 

Pension contributions 45,025  24,487 
  

 1,957,554  1,400,495 
    

ii) Directors’ remuneration 

 2012  2011 
 

Directors’ fees 31,178  - 
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25 Financial instruments  
 

Exposure to currency, interest rate and credit risk arises in the normal course: 
 

Currency risk 

 
The Company incurs currency risk as a result of transactions in US Dollar.  The Company ensures 
that the net exposure is kept to an acceptable level by transacting in foreign currencies at spot rates 
where necessary to address short term imbalances.  The currency risk expressed in Kwacha at 31 
December 2012 was as follows:- 

 
31 December 2012 Note US$ 

(ZMK 
equivalent) ZMK Total

Assets 
Brokers and agents balances 16 - 2,204,842 2,204,842
Insurance receivables 17 - 353,317 353,317
Cash and cash equivalents 18 118,524 4,343,717 4,462,241
   

  118,524 6,901,876 7,020,400

Liabilities   
Re-insurance payables 22                - 666,788 666,788
IBNR and outstanding claims 23                - 1,311,066 1,311,066
   
                 - 1,977,854 1,977,854
Net exposure  118,524 4,924,022 5,042,546

 

31 December 2011 Note US$ 
(ZMK 

equivalent) ZMK Total
Assets 
Brokers and agents balances 16 848,309 1,264,160 2,112,469
Insurance receivables 17 308,229 17,497 325,726
Cash and bank equivalents 18 1,989,381 772,010 2,761,391
  `  

  3,145,919 2,053,667 5,199,586

Liabilities    
Re-insurance payables 22 198,431 1,436,573 1,635,004
IBNR and outstanding claims 23 - 411,832 411,832
    

  198,431 1,848,405 2,046,836

Net exposure  2,947,488 205,262 3,152,750
 

Interest rate risk 
 

The Company is exposed to interest rate risk to the extent of the balance of the current accounts 
and on its cash and cash equivalents. Interest rate risk management activities are conducted in the 
context of the Company’s sensitivity to interest rate changes. Debt financing and investment 
decisions are approved by the Board before the transaction takes place.   
 

At the reporting date, the Company had no fixed tenure investments or borrowings. 
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25 Financial instruments (continued) 
 

Credit risk 

 

The Company has exposure to credit risk, which is the risk that a counter party will be unable 
to pay amounts in full when due.  Key areas where the Company is exposed to credit risk are: 
 

 Note 2012 2011 

 
Re-insurers share of insurance liabilities  21 

 
1,859,436 

 
 1,688,118 

Brokers and agents receivables    16 2,157,742 2,038,833 

Prepayments      15 50,435 39,969 

Other receivables     15 243,659 - 

Cash and cash equivalents    18 4,462,241 2,761,391 
   

Total 8,773,513 6,528,311 

 

Management has a policy in place and the exposure to credit risk is monitored on an on-going 
basis.  Credit evaluations are performed on significant customers requiring credit over a 
certain amount. The Company conducts business with reputable and financially sound re-
insurers to minimize losses arising from defaulting debtors. Reputable financial institutions 
are used for investing and cash handling purposes.  No collateral is required in respect of 
financial assets. 
 

 The maximum exposure to credit risk is represented by the carrying amount of each financial 
asset in the statement of financial position under the Insurance Act.  Major liabilities of the 
Company mature within 60 days. 
 
Re-insurance is used to manage insurance risk.  This does not, however, discharge the 
Company’s liability as primary insurer.  If a re-insurer fails to pay a claim for any reason, the 
Company remains liable for the payment to the policy holder.  The creditworthiness of re-
insurers is considered on an annual basis by reviewing their financial strength prior to 
finalisation of any contract. 
 

The carrying amount of financial assets represents the maximum credit exposure. The 
maximum exposure to credit risk at the reporting date. 
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25 Financial instruments (continued) 
 

 Impairment losses 
  
 The aging of trade receivables at the reporting date was: 

 

 

Fair values 
 

The carrying amounts of financial assets and liabilities are representative of the Company’s position 
at 31 December 2012 and are in the opinion of the directors not significantly different from their 
respective fair values due to generally short periods to maturity dates.  The significant classes of 
financial assets and liabilities are as disclosed in the statement of financial position.  As far as 
possible market prices are applied in determining fair values. 

 
 The movement in the allowance for impairment in respect of trade receivables during the year was as 

follows: 

  2012 2011 
   

Balance at 1 January  73,636 38,540 

Movement in provision  356,870 35,096 
   

Balance at 31 December  430,506 73,636 

 
None of the receivables are secured; the Company believes that no impairment allowance is 
necessary in respect of trade receivables not past due or past due by up to 90 days. 

 Gross Impairment Net Gross Impairment Net 

 2012 2012 2012 
 

2011 2011 2011 

Past due 0 – 30 days 890,308 - 890,308 612,829 - 612,829 

Past due 31 – 60 days 639,409 - 639,409 921,916 - 921,916 

Past due 61 – 90 days 137,465 - 137,465 244,853 - 244,853 

Past due 91 – 180 537,660 430,506           107,154 332,871 (73,636) 259,235 

   
 2,204,842 430,506     1,774,336 2,112,469 (73,636) 2,038,833 
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25 Financial instruments (continued) 
 

Liquidity risk 
 

Liquidity risk arises in the general funding of the Company’s activities and in the management 
of investments. 

 

Liquidity management is directed towards ensuring that all the Company’s operations can 
meet their funding needs, whether this is to replace existing funding as it matures, or is 
withdrawn. 

 

The following table provides an analysis of the liabilities of the Company into relevant 
maturity groupings based on the remaining periods to repayment: 
 

31 December 2012 
 Non-derivative financial liabilities 

 

 

 Carrying 
amount 

Contractual 
cash flows 

6 mths or  
    less 

 
Insurance  payables 22 666,788 666,788 666,788 
Trade and other payables 23 1,823,180 1,823,180 1,823,180 

Total 
 

2,489,968 2,489,968 2,489,968 

 
31 December 2011 

 Non-derivative financial liabilities 
 

 

 Carrying 
amount 

Contractual 
cash flows 

6 mths or  
less 

 
Insurance payables 22 1,635,004 1,635,004 1,635,004 
Trade and other payables 23 751,783 751,783 751,783 

Total 
 

2,386,787 2,386,787 2,386,787 

 
27 Contingent liabilities  
 There were no material contingent liabilities as at 31 December 2012 (2011: Nil). 

 
28 Subsequent events 
  
 There were no material post balance sheet events that would require disclosure or adjustment 

to the financial statements at 31 December 2012. (2011: Nil). 
 
29 Comparative figures 
 
 No comparative figures have been reclassified or restated.  



38 
 

  
 

Mayfair Insurance Company Zambia Limited 
 

Notes to the financial statements (continued) 
for the year ended 31 December 2012  

 
In thousands of Zambian Kwacha 

 
30 Revenue account 
 

 
 

2012  2011  

Gross written premium 12,528,766 7,077,855 

Less:  Re-insurance premium (4,287,141) 3,141,938 
  

Net written premiums 8,241,625 3,935,917 

  

Net underwriting expenses  

  

Net commissions (16,451) (324,645)

Net claims paid 1,338,521 408,829 

Administrative expenses 4,382,170 3,076,320 

Unearned premium reserve 1,564,077 1,606,504 

Incurred but not reported 387,771 187,172 

Outstanding loss adjustments 
Claims outstanding brought forward 

923,295 
(411,832)

224,660 
(201,568)

Underwriting exchange (gains)/ losses 
Investment and other income  
Depreciation 

22,848 
(88,767)
98,882 

20,284 
(21,596)
64,871 

   

 8,200,515  5,040,831 

   
Underwriting profit/(loss) 41,110  (1,104,914)
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Solvency margin computation 
as at 31 December 2012 

 
In thousands of Zambian Kwacha 

 
 

  2012   2011  

Admitted assets       
       
Property and equipment   788,047   429,803 

Trade receivables (gross) 2,805,153    2,112,469  

Less:  trade receivables over 60 days 675,125    (577,724)  

Trade receivables (net)   2,130,028   1,534,745 

Other receivables   1,859,436   2,055,381 

Cash, cash equivalents and investments   4,462,241   2,761,391 

       

Total   9,239,752   6,781,320 

       

Admitted liabilities       

       

Outstanding losses   923,295   224,660 

UPR 5,807,400    4,072,005  

Less UPR on debtors over 60 days and less 
than 12 months 

 
438,831 

    
(418,872) 

 

UPR net 
IBNR 

  5,368,569 
387,771 

  3,653,133 
187,172 

Reinsurance payables   666,785   1,635,003 

Other payables   512,114   339,951 

       

Total    7,858,534   6,039,919 

       

Margin   18%   12% 

       
       
 
The statutory requirement by Pension and Insurance Authority for the Solvency ratio is 10%. 

  
 


