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VISION MISSION AND VALUES

MISSION

To help our Stakeholders have peace of mind

VISION

To be one of the top Insurance Companies of choice in Africa

PRINCIPLES

Integrity

Performance

Responsibilty

Values

- Working in teams

-Servicing our Customers

-Respecting each other

-Being proactive

-Growing our people

-Delivering to our Shareholders

-Guarding against arrogance

-Upholding the highest levels of integrity 

We will act with openness, fairness, integrity and diligence. We will always adhere to the applicable laws, regulations and standards

of doing business.

We will promote a positive and challenging high performance culture. We will do this by encouraging personal accountability,

development and measuring, reward and recognizing success.

We will act responsibly as individuals and as a Company. This applies to the management of our business, our approach to

corporate interaction with key external stakeholders.
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OUR COMMITMENTS

Customers

A satisfied and loyal customer base is core to our business.

We are committed to:

- Delivering the consistent and reliable levels of customer service.

- Acting with integrity, due care and diligence.

- Communicating openly, honestly and with sensitivity and understanding.

- Listening to our customers.

- Handling complaints fairly and promptly.

- Respecting our customers' rights to privacy and confidentiality.

- Protecting our customers and our business from fraud.

Business Partners

We demand high standards from the companies we work with and believe that they should expect the same from us.

We are committed to:

- Carrying out our business with fairness and integrity.

- Being reliable and quick to respond.

- 

- Respecting all obligations and confidentiality.

- Protecting our customers and our business from fraud.

Employees

Motivated and skilled employees are critical to our success.

We are committed to:

- Fostering a positive and challenging high performance culture.

- Rewarding superior performance.

- Encouraging personal development.

- Encouraging a culture of frank and honest communication.

- Encouraging teamwork and strong leadership.

- Providing a safe and secure working environment.

- Encouraging diversity and equal opportunities.

- Ensuring that grievances and unethical behaviour can be raised without fear of discrimination.

In return we expect our employees to:

- Act with integrity.

- Take responsibility and accountability for their own actions.

- Show support and commitment for change.

- Focus their energy in getting the best from themselves and others.

- Have the confidence and courage to act with conviction.

- Show understanding for and meet external and internal customers needs.

- Show a relentless desire for success.

- Create positive and effective working relationships.

Awarding contracts and selecting business partners solely on the basis of fair and objective business criteria and having regards

to high ethical standards.
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OUR COMMITMENTS - CONTINUED

Regulators

We have an open, cooperative and transparent relationship with our regulators.

We are committed to:

- Dealing with our regulators in an open, cooperative and transparent manner.

- Managing our business with appropriate standards of risk management and controls.

- Preventing and reporting any instances of significant financial crime.

- Preventing breaches of relevant regulatory requirements.

- Complying with all set standards.

Community & Environment

We are committed to:

- 

- 

- In each of these areas, we will look to make continuous improvement and actively monitor our performance.

Shareholders

We are committed to:

- A culture of business performance, focused on delivering returns to shareholders.

- Comprehensive and transparent disclosure.

- Aiding Shareholder's understanding through the disclosure of relevant financial and non-financial information.

- Listening to the views of our shareholders.

- Managing our business with appropriate standards of risk and control.

- Ensuring due care in the selection of our third party advisers, including our auditors.

- Preventing and reporting any market abuse.

- Acting with due sense of responsibilty on confidence entrusted to us.

We believe in continuous improvement of our environmental performance and in taking action around emerging environmental

issues. Whenever we operate, we will seek positive engagement with local communities. 

As a business, we have a responsibilty to manage our impacts on the environment through appropriate use of resources such as

energy, paper and water and the investment of our assets.

We also have a responsibility to take proactive action on environmental issues that are likely to affect our business and

community at large.

We are committed to fufilling the aspirations of our shareholders through a commitment to business performance, and high

standards of transparency, communication and corporate governance.
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 ACCOUNTING POLICY    

     

1.1 Reporting Entity 

    

Veritas Kapital Assurance Plc ("the group") was initially incorporated under the name of Kapital Insurance group 

Limited as a private limited liability group on the 8 August, 1973.  on 14 March 2007, it acquired and merged withs two 

other insurance companies became a public limited liability group. Its shares are quoted on the Nigerian Stock Exchange.   

     

Its Head Office is located at 497 Abogo Largema Street, Off constitution Avenue, Central Business District, Abuja 

Nigeria.     

    

The group has 93.5% equity interest in Veritas Health Care Limited and 70% interest in Veritas Glanvills Pensions Limited and 

51.53% in Goldlink Insurance Plc.  The group comprises of two subsidiaries, an associate and the parent.    

     

1.2 Principal Activities 

    

The principal business of the group is underwriting of non-life insurance risks.      

     

The subsidiaries activities are:    

• Veritas Glanvills Pensions Limited, the administration and management of pension fund assets.    

• Veritas Health Care Limited provision of health insurance.    

     

1.3 Components of Financial Statements 

    

The Consolidated and Separate Financial Statements comprise the Statements of Profit or Loss and Other Comprehensive 

Income, statements of Financial Position, Statement of Changes in Equity, Statements of Cash Flows, and the 

accompanying Notes.    

     

Income and expenses (excluding the components of other comprehensive income) are recognised in the profit or loss 

segment of profit or loss to arrive at the profit for the year.    

    

Other comprehensive income is recognised in the other comprehensive segment of the statement of other 

comprehensive income and comprises items of income and expenses that are not recognised in the statement of profit or 

loss as required or permitted by IFRS.   

        

The addition of the profit for the year and the other comprehensive income gives the total comprehensive income for the 

year.    

     

Reclassification adjustments are amounts reclassified to statement of comprehensive income in the current period that 

were recognised in other comprehensive income in the current or previous periods. Transactions with the owners of the 

group in their capacity as owners are recognised in the statement of changes in equity.    

1.4   Basis of preparation and measurement   

The Consolidated and separate financial statements are prepared in compliance with International Financial Reporting 

Standards (IFRS) and the requirements of the Companies and Allied Matters Act 2020. 
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1.4   Basis of preparation and measurement – continued     

  

Insurance Act, 2003 and regulatory guidelines as pronounced from time to time by National Insurance Commission 

(NAICOM), and in compliance with the Financial Reporting Council.  Historical cost basis was used in preparation of the 

consolidated and separate financial statements as modified by the certain items of:         

- Property, plant and equipment at valuation    

- Investment property at fair value    

- Investments at fair value    

- Impaired assets at their recoverable amounts    

    

1.5  Compliance with IFRS 

    

These Consolidated and separate financial statements have been prepared in accordance with the International 

Financial Reporting Standards (IFRS) and IFRS Interpretations Committee (IFRIC) Interpretations applicable to companies 

reporting under IFRS as issued by the International Accounting Standards Board (IASB). Additional information required 

by national regulations have been included where appropriate.    

       

1.6   Going Concern status 

    

The consolidated and separate financial statements have been prepared on the going concern basis. The group has no 

intention or need to reduce substantially its business operations.  The management believes that the going concern 

assumption is appropriate for the company and group due to sufficient liquidity and based on historical experience 

that short-term obligations will be refinanced in the normal course of business. Liquidity ratio and continuous evaluation 

of current ratio of the group is carried out to ensure that there are no going concern threats to the operation of the 

group. 

 

1.7 P r e s e n t a t i o n  of financial statements   

The group presents its statements of financial position broadly in order of liquidity. An analysis regarding recovery or settlement 

within twelve months after the reporting date (current) and more than 12 months after the reporting date (non-current) is 

presented in the Notes.   

       

1.8   Significant judgements and key sources of estimation uncertainty    

       

In the process of applying the accounting policies adopted by the group, the Directors make certain judgements and 

estimates that may affect the carrying values of assets and liabilities in the next financial period. Such judgements and 

estimates are based on historical experience and other factors, including expectations of future events that are believed 

to be reasonable under the current circumstances.  the directors evaluate these at each financial reporting date to ensure 

that they are still reasonable under the prevailing circumstances based on the information available.    

     

The preparation of the group’s financial  statements requires management to make  judgements, estimates 

and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the disclosure 

of contingent liabilities, at the reporting date.  However, uncertainty about these assumptions and estimates could result 

in outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in the 
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future.  These factors should include: 

 

The judgements made by the Directors in the process of applying the group's accounting policies that have the 

most significant effect on the amounts recognised in the financial statements include:    

     

• Claims arising from insurance contracts

Liabilities for unpaid claims are estimated on a case by case basis. The liabilities recognised for claims fluctuate based on 

the nature and severity of the claim reported. Claims incurred but not reported are determined using statistical analyses 

and the group deems liabilities reported as adequate. 

          

• Fair value of unquoted equity financial instruments    

The fair value of financial instruments where no active market exists or where quoted prices are not otherwise available 

are determined by using valuation techniques.   In these cases, the fair values are estimated from observable data using 

valuation models.     

     

• Property, Plant and equipment    

Property, Plant and equipment represent one of the most significant proportions of the asset base of the group, 

accounting for about 26% of the group's total assets.  Therefore, the estimates and assumptions made to determine 

their carrying value and related depreciation are critical to the group's financial position and performance.    

 

The charge in respect of periodic depreciation is derived after determining an estimate of an asset's expected useful life 

and the expected residual value at the end of its life. Increasing an asset's expected life or its residual value would 

result in the reduced depreciation charge in the statement of comprehensive income.    

 The useful lives and residual values of the property, plant and equipment are determined by management based on 

historical experience as well as anticipation of future events and circumstances which may impact their useful lives. 

    

• Goodwill    

Goodwill is evaluated for impairment annually or whenever we identify certain triggering events or circumstances that 

would more likely than not reduce the fair value of a reporting unit below its carrying amount. Events or 

circumstances that might indicate an interim evaluation is warranted include, among other things, unexpected adverse 

business conditions, macro and reporting unit specific economic factors (for example, interest rate and foreign exchange 

rate fluctuations, and loss of key personnel), supply costs, unanticipated competitive activities, and acts by governments 

and courts.    

 

Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may be impaired. 

Impairment is determined for goodwill by assessing the recoverable amount of the cash generating unit to which the 

goodwill relates. Where the recoverable amount of the cash generating unit is less than their carrying amount, an 

impairment is recognized. 

    

• Deferred Tax Assets   

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will 

be available against which temporary differences can be utilized. Management judgment is required to determine the 

amount of deferred tax assets that can be recognized, based upon the likely timing and other factors. 
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1.8 Functional and presentation currency 

    

The consolidated financial statements are presented in Nigerian Naira (Naira), rounded to the nearest thousand, this is 

also the functional currency of the group.   

    

2 Summary of material accounting policies     

2.1 Introduction to summary of material accounting policies   

The principal accounting policies applied in the preparation of these consolidated and separate financial statements are set 

out below. These policies have been consistently applied to all the years presented, unless otherwise stated.   

2.2 Insurance contracts  

A. Key types of insurance contracts issued, reinsurance contracts held and measurement approach.   

The company issues non-life insurance to individuals and businesses. Non-life insurance products offered include 

motor, general accident, marine, fire bond, oil & gas, engineering and agriculture. These products contain significant 

insurance risks and offer protection of policyholder’s assets and indemnification of other parties that have suffered damage 

as a result of a policyholder’s accident or the effect of their actions against third parties. 

The Company accounts for these insurance contracts applying the principles underlying International Financial Reporting 

Standard (IFRS 17) Insurance Contracts and other relevant International Account Standards (IAS) - the Premium Allocation 

Approach (PAA).  

The company also holds reinsurance contracts to mitigate risk exposures. The types of reinsurance contracts held 

include -facultative reinsurance, treaty Reinsurance. proportional reinsurance, non-proportional reinsurance. These are 

also accounted for using the Premium Allocation Approach (PAA).   

B. Definition and Classification   

Insurance contracts underwritten by the company are classified as insurance contracts when the company accepts 

significant insurance risk from a policyholder by agreeing to compensate the policyholder if a specified uncertain future 

event adversely affects the policyholder.  

This assessment is made on a contract-by-contract basis at the contract issue date. In making this assessment, the company 

considers all its substantive rights and obligations, whether they arise from contract, law or regulation.  

The company determines whether a contract contains significant insurance risk by assessing if an insured event could cause 

the company to pay to the policyholder additional amounts that are significant in any single scenario with 

commercial substance even if the insured event is extremely unlikely or the expected present value of the contingent cash 

flows is a small proportion of the expected present value of the remaining cash flows from the insurance contract.  

The Company does not issue any pure life insurance contracts or any life insurance contracts with direct participating 

features or any contract of insurance with investment component. The company issues only non-life (General Business) 

insurance to individuals and commercial businesses.     

The company does not issue any contracts with direct participating features. 
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C. Combining a set or series of contracts   

Sometimes, the company enters into two or more contracts at the same time with the same or related counterparties to 

achieve an overall commercial effect. The company accounts for such a set of contracts as a single insurance contract when 

this reflects the substance of the contracts. When making this assessment, the company considers whether:    

 i· The rights and obligations are different when looked at together compared to when looked at individually.   

 ii· The company is unable to measure one contract without considering the other.   

D. Separating components from insurance and reinsurance contracts   

In line with the requirement of IFRS 17, the company assesses its insurance and reinsurance products to determine 

whether they contain components which must be accounted for under another IFRS rather than IFRS 17 (distinct non- 

insurance components). After separating any distinct components, an entity must apply IFRS 17 to all remaining 

components of the (host) insurance contract.    

Currently, the company’s products do not include distinct  components that require separation.   

E. Level of aggregation (Unit of account)   

IFRS 17 requires an entity to determine the level of aggregation for applying its requirements. The company identifies 

portfolios by aggregating insurance contracts that are subject to similar risks and managed together. In grouping 

insurance contracts into portfolios, the company considers the similarity of risks rather than the specific labelling of 

product lines. The company has determined that all contracts within each product line, as defined for management 

purposes, have similar risks. Therefore, when contracts are managed together, they represent a portfolio of contracts. The 

Company's insurance contracts portfolios are disaggregated into annual cohorts or cohorts of periods that are not more than 

one year apart. Limiting groups to contracts issued within one year or less apart improves the transparency of profitability to 

be reported in the Company's set of financial statements.        

Each portfolio is subdivided into groups of contracts to which the recognition and measurement requirements of IFRS 

17 are applied.  

At initial recognition, the company segregates contracts based on when they were issued. A cohort contains all contracts 

that were issued within a 12-month period. Each cohort is then further disaggregated into three groups of contracts:   

    •  Contracts that are onerous on initial recognition   

      •  Contracts that, on initial recognition, have no significant possibility of becoming onerous subsequently   

      •  Any remaining contracts   

For short term contracts accounted for applying the PAA, the company determines that contracts are not onerous 

on initial recognition, unless there are facts and circumstances indicating otherwise. As IFRS 17 does not define 

what “facts/circumstances” entail; the following are considered on their impact on expected cashflows and resulting 

profitability:   

-Significant changes in external conditions including economic or regulatory changes.     

-Changes to the organization or processes   
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-Changes in underwriting and pricing strategies   

-Trends in experience and expected variability in cashflows   

This consideration is only required for Liabilities for Remaining Claims (LRC) and not Liabilities for Incurred Claims (LIC) which 

is already measured at the current fulfillment value. Fulfillment cashflows can be estimated at whichever aggregate 

level is deemed appropriate and then subsequently allocated into IFRS 17 portfolios and groups. The fact that incurred 

claims of a particular cohort are loss-making does not mean the LRC will also be onerous. Judgment is applied to 

determine whether each cohort’s LRC will be similar to this incurred experience and hence onerous.  For example, actions 

taken to improve profitability a historically loss-making cohort may indicate that the cohort will be non-onerous 

going forward.   

 

"At initial recognition, the company segregates contracts based on when they were issued. A cohort contains all contracts 

that were issued within a 12-month period. Each cohort is then further disaggregated into three groups of contracts:  

•  Contracts that are onerous on initial recognition      

•  Contracts that, on initial recognition, have no significant possibility of becoming onerous subsequently   

•  Any remaining contracts        

For short term contracts accounted for applying the PAA, the Group determines that its contracts are not onerous on 

initial recognition, unless there are facts and circumstances indicating otherwise. As IFRS 17 does not define what 

“facts/circumstances” entail; the following are considered on their impact on expected cashflows and resulting 

profitability:      

- Significant changes in external conditions including economic or regulatory changes.     

- Changes to the organization or processes      

- Changes in underwriting and pricing strategies      

- Trends in experience and expected variability in cashflows  

All contracts have currently been assessed as having no possibility of becoming onerous.  In subsequent periods, non-

onerous contracts are re-assessed based on the likelihood of prevailing facts and circumstances leading to significant 

possibility of becoming onerous.   

Reinsurance contracts Held 

Reinsurance contracts held are assessed for aggregation on an individual contract basis and are assessed separately 

from insurance contracts.  The smallest unit of account is a reinsurance contract, even where this contract covers 

more than one type of insurance product.  However, there are cases where a reinsurance contract covers separate 

and identifiable product lines which are only included in the same legal document  for administrative 

convenience.  These contracts  have been separated  into i ts  d i fferent  component. 

If two or more reinsurance contracts are written on a particular product line, these may be grouped together in the same 

portfolio as they will be covering risks of the same nature and will be managed together. For example, the Surplus 

contracts (1&2) on Fire have been grouped together as they cover risks of the same nature and can be measured under 
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the same measurement approach (PAA because they have a contract boundary of 1 year). While, facultative and 

excess of loss contracts are in separate groups; though they cover the same risks and are even managed together, 

differing measurement approaches as well as  recognition requirements may apply.   

 

F. Recognition   

The company recognizes groups of insurance contracts issued from the date when the first payment from a policyholder 

in the group becomes due. As the company adheres to the statutory “no premium no cover”, the date premium is 

received from the policyholder will always be earlier or on the same date as the coverage period. This premium receipt 

date would then be used to separate the groups of insurance contracts into yearly cohorts. The contract groupings shall 

not be reassessed until they are derecognized.   

G. Contract Boundaries   

The company includes in the measurement of a group of insurance contracts all the future cash flows within the boundary 

of each contract in the group. Cash flows are within the boundary of an insurance contract if they arise from substantive 

rights and obligations that exist during the reporting period in which the Group can compel the policyholder to pay the 

premiums, or in which the Group has a substantive obligation to provide the policyholder with insurance contract services. A 

substantive obligation to provide insurance contract services ends when:   

• The Company has the practical ability to reassess the risks of the particular policyholder  

and, as a result, can set a price or level of benefits that fully reflects those risks Or   

• Both of the following criteria are satisfied:   

• The Company has the practical ability to reassess the risks of the portfolio of insurance contracts that contain the 

contract and, as a result, can set a price or level of benefits that fully reflects the risk of that portfolio.   

• The pricing of the premiums up to the date when the risks are reassessed does not take into account the  

risks that relate to periods after the reassessment date.   

A liability or asset relating to expected premiums or claims outside the boundary of the insurance contract are not 

recognized. Such amounts relate to future insurance contracts.   

 

H.      Measurement of insurance contracts issued.   

1.      Initial Measurement        

The Company measures a group of contracts on initial recognition as the sum of the expected fulfilment cash flows within 

the contract boundary and the contractual service margin representing the unearned profit in the contracts relating to 

services that will be provided under the contracts        

Fulfilment cash flows within contract boundary        

The fulfilment cash flows are the current unbiased and probability-weighted estimates of the present value of the future 

cash flows, including a risk adjustment for non-financial risk. In arriving at a probability-weighted mean, the Company 

considers a range of scenarios to establish a full range of possible outcomes incorporating all reasonable and supportable 
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information available without undue cost or effort about the amount, timing and uncertainty of expected future cash 

flows. The estimates of future cash flows reflect conditions existing at the measurement date including assumptions at 

that date about the future The Company estimates expected future cash flows for a group of contracts at a portfolio level 

and allocates them to the groups in that portfolio in a systematic and rational way.     

   

When estimating future cash flows, the Group includes all cash flows within the contract boundary including:  

      

•       Premiums and any additional cash flows resulting from those premiums.      

•       Reported claims that have not yet been paid, claims incurred but not yet reported, future claims expected to arise 

from the policy and potential cash inflows from recoveries on future claims covered by existing insurance contracts.  

•       An allocation of insurance acquisition cash flows attributable to the portfolio to which the issued contract belongs.  

•       Claim handling costs.        

•       Costs of providing contractual benefits in kind, such as home and vehicle repair      

•       Policy administration and maintenance costs including recurring commissions expected to be paid to intermediaries 

for policy administration services only (recurring commissions that are insurance acquisition cash flows are treated as 

such in the estimate of future cash flows)        

•       Transaction-based taxes        

•       An allocation of fixed and variable overheads directly attributable to the fulfilment of insurance contracts including 

overhead costs such as accounting, human resources (Marketers, Underwriters, Claims & Reinsurance etc.), information 

technology and support, building depreciation, rent, and maintenance and utilities      

•       Costs incurred for performing investment activities that enhance insurance coverage benefits for the policyholder. 

  

•       Costs incurred for providing investment-related service and investment-return service to policyholders.   

•       Other costs specifically chargeable to the policyholder under the terms of the contract     

The Company does not provide investment-return services in respect of contracts that it issues, nor does it perform 

investment activities for the benefit of policyholders.        

The Company incorporates, in an unbiased way, all reasonable and supportable information available without undue cost 

or effort about the amount, timing and uncertainty of those future cash flows.      

   

The Company estimates the probabilities and amounts of future payments under existing contracts based on information 

obtained, including:        

• Information about claims already reported by policyholders        

• Other information about the known or estimated characteristics of the insurance contracts    
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• Historical data about the Company’s own experience, supplemented, when necessary, with data from other sources. 

Historical data is adjusted to reflect current conditions.        

• Current pricing information, when available        

The measurement of fulfilment cash flows includes insurance acquisition cash flows which are allocated as a portion of 

premium to profit or loss (through insurance revenue) over the period of the contract in a systematic and rational way on 

the basis of the passage of time. The Company does not elect to accrete interest on insurance acquisition cash flows to be 

allocated to profit or loss.        

        

Discount Rate        

The time value of money and financial risk is measured separately from expected future cash flows with changes in 

financial risks recognized in profit or loss at the end of each reporting period unless the Company has elected the 

accounting policy to present the time value of money separately in profit or loss and other comprehensive income. The 

Company measures the time value of money using discount rates that reflect the liquidity characteristics of the insurance 

contracts and the characteristics of the cash flows, consistent with observable current market prices. They exclude the 

effect of factors that influence such observable market prices but do not affect the future cash flows of the insurance 

contracts (e.g., credit risk).        

In determining discount rates for cash flows, the Company uses the ‘bottom-up approach’ to estimate discount rates 

starting from a risk-free rate with similar characteristics, plus an illiquidity premium where applicable. Risk free rates are 

determined by reference to the yields of highly liquid FGN Bonds. The illiquidity premium is determined by reference to 

observable market rates, including sovereign debt, corporate debt and market swap rates. However, for the current year 

the company has adopted a Bottom-up approach was adopted in setting the average discount rate for the liability 

valuation, having regard to the published yield curve by the Nigeria Actuarial Society (NAS).  An average spot/zero curve 

locked in rate of 13.34% per year was adopted to estimate the value of the future expected cashflows from the liability 

for incurred claims (LIC) obligations as at the valuation date. No deduction for illiquidity premium and No (additional) 

spread has been applied. The NAS interest curve used to discount future cash flows is derived from the Federal 

Government (FGN)Bonds yield with similar characteristics (in terms of timing, currency and liquidity requirements) as the 

future fulfillment cashflows.        

Risk adjustment for non-financial risk        

The Company measures the compensation it would require for bearing the uncertainty about the amount and timing of 

cash flows arising from insurance contracts, other than financial risk, separately as an adjustment for non-financial risk 

       

"The Company adopts Confidence level (Value at Risk) approach as measure of the risk adjustment for non-financial risks. 

A full IFRS 17 liability distribution is generated across all non-financial risks and the risk adjustment is calculated as the 

difference between the best estimate liability and the liability value at the chosen confidence level. This is allocated to all 

the group of insurance contracts. Diversification benefits are derived from a study of the negative correlation that exists 

among the different non-financial variables impacting the cash flows from the portfolios of the Company and results in 

lower economic capital being necessary to absorb the residual level of uncertainty. A bootstrap (Mack) stochastic 

reserving approach was used to derive the risk margin or risk adjustment in the above. The Confidence level used in the 
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calculation of the company's technical provisions was set at an average of 75th percentile (75% confidence level) yielding 

16.97% of the discounted best estimate liability for incurred claims. The risk adjustment as a proportion of the discounted 

liability at 99.5% confidence level using VAR method would be 252,0%. This also applies to the reinsurance held. " 

            

Contractual Service Margin (CSM)        

As Section 4.4.3 of the NAICOM guidance is about the Contractual service margin (CSM) and explaining how locked in 

rates work. The Group considers the calculation of Contractual service margin (CSM) as irrelevant in its case, as it adopts 

the premium allocation approach (PAA) approach for non-life insurers. Under PAA there is no CSM (said otherwise, the 

CSM is zero under PAA), The CSM is a component of the overall carrying amount of a group of insurance contracts 

representing unearned profit that the Group will recognize as it provides insurance contract services over the 

coverage period. 

Methodology: Premium Allocation Approach (PAA)   

This is a simplification of the general model.  The Company applies the PAA to the measurement of non-life insurance 

contracts with a coverage period of each contract in the group of one year or less.   

Contracts with coverage period above one year which are not immediately eligible for the PAA, will be subjected to a PAA 

eligibility by assessing the expected LRC cashflows under both the PAA and General Model approaches. However, there 

is no material difference in the measurement of the liability for remaining coverage between PAA and the general 

model, therefore, these qualify for PAA.   

At initial recognition, the Company measures the carrying amount of the liability for remaining coverage (LRC) as the premiums 

received on initial recognition minus any insurance acquisition cashflows allocated to the group of contracts at that date, and 

adjusted for any amount arising from derecognition of any assets or liabilities previously recognized for cash flows related to 

the group (including assets for insurance acquisition cashflows). The Company   has not chosen to expense insurance 

acquisition cashflows when they are incurred. 

Subsequently, the carrying amount of the LRC is increased by any premiums received and the amortization of insurance 

acquisition cashflows recognized as expenses and decreased by amount recognized as insurance revenue for services provided 

and any additional insurance acquisition cashflows allocated after initial recognition. Contracts with coverage period above 

one year which are not immediately eligible for the PAA, will be subjected to a PAA eligibility by assessing the expected LRC 

cashflows under both the PAA and General Model approaches. However, there is no material difference in the measurement 

of the liability for remaining coverage between PAA and the general model, therefore, these qualify for PAA. On initial 

recognition the Company expects that the time between providing each part of the services and the related premium due date 

is not more than a year. The portion that is above one year is 1,06%, 1,22% and 1,95% for 2021, 2022 and 2023 respectively 

   

Premium Experience Adjustment: Where premium experience adjustments relate to current/ past service and are treated 

at the end of the period, this will be immediately recognized in the P or L as insurance revenue.   

 

If at any time during the coverage period, facts and circumstances indicate that a group of contracts is onerous, then the 

company recognizes a loss in profit or loss and increase the liability for remaining coverage to the extent that the current 

estimates of the fulfilment cashflows that relate to remaining coverage exceed the carrying amount of the liability for 
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remaining coverage. The fulfilment cashflows are discounted (at current rates) if the liability for incurred claims is also 

discounted. The Company recognizes the liability for incurred claims of a group of insurance contracts at the amount of the 

fulfilment cashflows relating to incurred claims. The future cashflows are discounted (at current rates) unless they are 

expected to be paid in one year or less from the date the claims are incurred.      

  

If a loss -recovery component is created for group of reinsurance contracts measured under the PAA, then the Group adjusts 

the carrying amount of the assets for remaining coverage instead of adjusting the profit element.    

     

If any of the Company’s contracts is onerous, the Group recognizes a loss on initial recognition.  This results in the carrying 

amount of the liability for the group being equal to the fulfilment cash flows, and the profit of the Group on that contract 

being nil. A loss component is recognized for any loss on initial recognition of the group of insurance contracts.  

      

 Subsequent Measurement of Insurance contracts under PAA        

 In estimating the total future fulfilment cash flows, the company distinguishes between those relating to already incurred 

claims and those relating to future service. At the end of each reporting period, the carrying amount of the group of insurance 

contracts will reflect a current estimate of the liability for remaining coverage (LRC) as at that date and a current estimate of 

the liability for incurred claims (LIC).        

"The LRC represents the Company’s obligation to investigate and pay valid claims under existing contracts for insured events 

that have not yet occurred, amounts that relate to other insurance contract services not yet provided (i.e., provision of 

investment-return and investment-related services) and investment components and other amounts not related to insurance 

contract services that have not yet been transferred to the LIC. The Group measures the liability for remaining coverage at 

each subsequent reporting date as follows:      

(a)   Previous carrying amount,       

(b)   Premium received in the period       

(c)   Amortization of insurance acquisition cashflows       

Less:      

(d) Capitalized insurance acquisition cashflows      

(e) insurance revenue recognized and       

(f) investment paid or transferred to the liability for incurred claims 

Insurance acquisition cash flows   

IFRS 17 defines insurance acquisition cash flows as cash flows arising from the costs of selling, underwriting and starting a 

group of insurance contracts that are directly attributable to the portfolio of insurance contracts to which the group belongs. 

These include direct and indirect costs incurred in originating insurance contracts, including cashflows related to 

unsuccessful efforts to obtain new business.   

Under the PAA, an entity can choose to immediately expense insurance acquisition cash flows in the P&L when incurred if 
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and only if each insurance contract in a group has a coverage period of one year or less. The company has opted not 

to expense acquisition cash flows immediately when incurred. Alternatively, an entity can recognize insurance acquisition 

cash flows in the measurement of liability for remaining coverage (LRC) and amortize insurance acquisition cash flows in 

the P&L (systematically - in line with earning pattern of premium revenue OR passage of time, with the former being the 

method adopted by the Company).   

Under IFRS 17, if acquisition costs are paid before the related insurance groups are recognized, an entity shall recognize 

an asset. These assets are derecognized when the group of insurance contracts are recognized. If insurance acquisition cash 

flows are expected to be paid after the related group is recognized, then they are included as part of the measurement of 

insurance contracts (LRC).   

IFRS 17 allows for the deferral of acquisition costs to smooth out the recognition of profits. Paid acquisition costs are an 

asset that is amortized (or derecognized) when they are included in the measurement of the related group of insurance 

contracts.   Company has chosen to defer all insurance acquisition cash flows and recognize them over the coverage 

period of contracts or groups they are attributed to. Therefore, acquisition costs and related revenue are recognized over 

the same periods and in the same pattern, based on the passage of time.  

It must be noted that IFRS 17 requires allocation to future renewals if the acquisition cashflows are judged to 

support future renewals. Also, the expensing acquisition costs policy choice only applies for contracts with coverage period 

one year or less.   

As the company measures contracts using PAA, the company’s insurance acquisition costs comprise of costs:   

- that are directly attributable to individual contracts or groups of contracts in a portfolio  

- that are not directly attributable to individual contracts but, directly attributable to the portfolio of insurance contracts 

to which the group belongs; with the costs being allocated to groups on a systematic and rationale method e.g., Activity- 

Based Costing method or based on GWP proportions or claims cost etc.   

 

Changes in fulfilment cash flows and roll forward        

At the end of each reporting period, the Company updates the fulfilment cash flows for both LIC and LRC to reflect the 

current estimates of the amounts, timing and uncertainty of future cash flows, as well as discount rates and other financial 

variable.        

The Company has an accounting policy choice which calculates changes in fulfilment cash flows at the end of a reporting 

period for changes in non-financial assumptions, changes in discount rates and financial assumptions. The Company first 

calculates the changes in discount rates and financial assumptions on the fulfilment cash flows (as expected at the 

beginning of the period) and then calculate changes on those cash flows from the change in non-financial assumptions. 

       

Experience adjustments are the difference between:        

•       The expected cash flow estimates at the beginning of the period and the actual cash flows for premiums received in 

the period (and any related cash flows paid such as insurance acquisition cash flows and insurance premium taxes) 
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•       The expected cash flow estimates at the beginning of the period and the actual incurred amounts of insurance service 

expenses in the period (excluding insurance acquisition expenses)        

Experience adjustments relating to current or past service are recognized in profit or loss. For incurred claims (including 

incurred but not reported) and other incurred insurance service expenses, experience adjustments always relate to 

current or past service. They are included in profit or loss as part of insurance service expenses.   

     

Experience adjustments relating to future service are included in the LRC by adjusting the CSM. The release of the CSM 

depends on whether the contract does not participate, participates indirectly, or directly participates in the performance 

of the specified underlying items.        

At the end of each reporting period, the Group re-estimates the LRC fulfilment cash flows, updating for changes in 

assumptions relating to financial and non-financial risks. 

 

Onerous contracts   

The Company considers an insurance contract to be onerous if the expected fulfilment cash flows allocated to the contract, 

any previously recognized acquisition cash flows and any cash flows arising from the contract at the date of initial 

recognition in total result in a net cash outflow.  

On initial recognition, the onerous assessment is done on an individual contract level assessing future expected cash flows 

on a probability-weighted basis including a risk adjustment for non-financial risk. Contracts expected on initial 

recognition to be loss-making are grouped together and such groups are measured and presented separately. 

Once contracts are allocated to a group, they are not re-allocated to another group, unless they are substantively modified.   

On initial recognition, the CSM of the group of onerous contracts is nil and the group’s measurement consist 

entirely of fulfilment cash flows. A net outflow expected from a group of contracts determined to be onerous is considered 

to be the group’s ‘loss component’. It is initially calculated when the group is first considered to be onerous and is 

recognized at that date in profit or loss. The amount of the group’s loss component is tracked for the purposes of 

presentation and subsequent measurement.   

After the loss component is recognized, the Company allocates any subsequent changes in fulfilment cash flows of the 

LRC on a systematic basis between the loss component and the LRC excluding the loss component.  For groups of 

onerous contracts, without direct participating features, the Company uses locked-in discount rates. They are 

determined at initial recognition to calculate the changes in the estimate of future cash flows relating to future service 

(both changes in a loss component and reversals of a loss component).   

For all issued contracts, other than those accounted for applying the PAA, the subsequent changes in the fulfilment 

cash flows of the LRC to be allocated are:   

• Insurance finance income or expense   

• Changes in risk adjustment for non-financial risk recognized in profit or loss representing release from risk in the 

period.   

• Estimates of the present value of future cash flows for claims and expenses released  
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from the LRC because of incurred insurance service expenses in the period.   

The Company determines the systematic allocation of insurance service expenses incurred based on the percentage of 

loss component to the total fulfilment cash outflows included in the LRC, including the risk adjustment for non- 

financial risk, excluding any investment component amount.   

For contracts that are measured under PAA, the assumption is that there are no onerous contracts at initial 

recognition, unless facts and circumstances indicate otherwise. If the measurement of the LIC results in a loss-making 

group, this does not translate to the LRC being onerous. In this case, the group will be assessed as to whether its LRC 

will be similar to the incurred experience and hence considered to be onerous. For example, actions taken to improve 

profitability on the fire portfolio which has been historically loss-making may indicate that the LRC will have a different 

loss experience.   

If facts and circumstances indicate that a group of contracts is onerous during the coverage period, the onerous liability is 

calculated as the difference between:   

  -the carrying amount of the liability for remaining coverage; and   

   - the FCF that relates to remaining coverage similar to what is needed under the GMM. This difference is recognized 

as a loss and shall increase the liability for remaining coverage. 

 I. Measurement of Reinsurance contracts issued.  

1.    Recognition   

Proportional reinsurance contracts held will be first recognized on the later of the beginning of the coverage period of 

the reinsurance contract or the date that the first underlying insurance contract in the treaty is initially recognized.   

Non-Proportionate reinsurance coverage is recognized at the beginning of the coverage period of the contract.   

2. Reinsurance contracts held measured under the PAA.   

All reinsurance contracts with contract boundaries not exceeding one year are automatically considered to meet PAA 

eligibility. Most of the company’s Surplus reinsurance contracts are immediately eligible for PAA as they are written on a 

clean-cut basis. At the end of the period, the reinsurer withdraws from the contract and the reinsurance held portfolio 

(including outstanding recoveries and ceded portion of unexpired premiums) is transferred to a new reinsurer.   

A smaller number of surplus reinsurance contracts and all Facultative contracts are written on an underwriting year basis. 

This basis extends the contract boundary beyond one year as coverage of contracts ceded to the treaty may continue even 

after the underwriting year has ended.   

For example, if an insurance contract incepted in May 2022 and cedes to the Marine Hull Surplus reinsurance treaty 

(which incepted 1 January 2022); the contract boundary extends till May 2023 when the insurance contract will expire. 

So, the contract boundary for the reinsurance contract is beyond one year i.e., 1 Jan 2022 – May 2023.   

Where the reinsurance contracts held covers a group of onerous underlying insurance contracts, the Company 

adjusts the carrying amount of the asset for remaining coverage and recognizes a gain when, in the same period, it 

reports a loss on initial recognition of an onerous group of underlying insurance contracts or on addition of onerous 

underlying insurance contracts to a group. The recognition of this gain results in the recognition for the loss recovery 
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component of the asset for the remaining coverage of a group of reinsurance contracts held.   

J. Modification and Derecognition   

The Company derecognizes the original contract and recognizes the modified contract as a new contract, if the terms of 

insurance contracts are modified and the following conditions are met:   

• If the modified terms were included at contract inception and the Group would have concluded that the modified 

contract:   

- Is outside of the scope of IFRS 17   

– Results in a different insurance contract due to separating components from the host contract   

– Results in a substantially different contract 

– Would be included in a different group of contracts.   

• The original contract met the definition of an insurance contract with direct participating features, but the 

modified contract no longer meets the definition.   

• The original contract was accounted for applying the PAA, but the modified contract no  

longer meets the PAA eligibility criteria for that approach.   

When the Company derecognizes an insurance contract due to modification, it derecognizes the original insurance 

contract and recognizes a new one. The Company adjusts the CSM of the Company from which the modified contract 

has been derecognized for the difference between the change in the carrying amount of the Company as a result of 

adjustment to fulfilment cash flows due to derecognition and the premium the Company would have charged had it entered 

into a contract with equivalent terms as the new contract at the date of the contract modification, less any additional 

premium actually charged for the modification.   

K. Presentation   

The Company has presented separately in the company's statement of financial position the carrying number of 

portfolios of insurance contracts that are assets and those that are liabilities, and the portfolios of reinsurance 

contracts held that are assets and those that are liabilities.   

The Company disaggregates the amounts recognized in the consolidated statement of profit or loss and other 

comprehensive income into an insurance service result sub-total that comprises insurance revenue and insurance 

service expenses and, separately from the insurance service result, the 'net insurance finance income or expenses' 

sub-total. The company has voluntarily included the net insurance finance income or expenses line in another sub- 

total: net insurance and investment result, which also includes the income from all the assets backing the Company's 

insurance liabilities.   

The Company includes any assets for insurance acquisition cash flows recognized before the corresponding groups of 

insurance contracts are recognized in the carrying amount of the related portfolios of insurance contracts issued.   

1. Insurance Revenue   

As the Company provides insurance services under a group of insurance contracts issued, it reduces its LRC and 

recognizes insurance revenue, which is measured at the amount of consideration the Company expects to be entitled 
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to in exchange for those services.   

For groups of insurance contracts measured under the General Model, insurance revenue consists of the sum of the 

changes in the LRC due to:   

• The insurance service expenses incurred in the period measured at the amounts expected  

at the beginning of the period, excluding:   

  o    Amounts allocated to the loss component.   
  o Repayments of investment components, if any.   
  o Amounts that relate to transaction-based taxes collected on behalf of third parties.  
   o Insurance acquisition expenses.   
       o  Amounts  relating to risk adjustment for non-financial risk.   

• The change in the risk adjustment for non-financial risk, excluding:   
  o Changes that relate to future service that adjust the CSM.   
  o  Amounts  allocated to the loss component.   

• Other amounts, such as experience adjustments for premium receipts that relate to  

current or past service, if any Insurance revenue also includes the portion of premiums that relate to recovering those 

insurance acquisition cash flows included in the insurance service expenses in each period.   

Both amounts are measured in a systematic way on the basis of the passage of time.  The company applies PAA in 

determine its insurance revenue. When applying the PAA, the Company recognizes insurance revenue for the period 

based on the passage of time by allocating expected premium receipts including premium experience adjustments 

to each period of service.   

At the end of each reporting period, the Company considers whether there was a change in facts and circumstances 

indicating a need to change, on a prospective basis, the premium receipt allocation due to changes in the expected pattern 

of claim occurrence.   

2. Insurance service expenses   

Insurance service expenses arising from a group of insurance contracts issued comprises:   

• Incurred claims and related expenses  

• Changes related to future service  

• Changes related to past service  

• Other directly attributable insurance service expenses incurred in the period.  The company has adopted a policy of 

allocating average of 40% of some specific expense items to insurance service expense. The specific expense items 

include technical staff, business development, customer care staff salaries, marketing & advertising expenses. All 

other costs are allocated to operational /administrative expenses 

• Amortization of insurance acquisition cash flows, which is recognized at the same amount in both insurance 
service expenses and insurance contract revenue. 

•   Loss component of onerous groups of contracts initially recognized (reversal) 

3. Income or expenses from reinsurance contracts held.   

The Company presents income or expenses from a group of reinsurance contracts held and reinsurance finance income or 
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expenses in profit or loss for the period separately. Income or expenses from reinsurance contracts held are split into the 

following two amounts:   

• Amount recovered from reinsurers.   

• An allocation of the premiums paid.   

The Company presents cash flows that are contingent on claims as part of the amount recovered from reinsurers. 

Ceding commissions that are not contingent on claims of the underlying contracts are presented as a deduction in the 

premiums to be paid to the reinsurer which is then allocated to profit or loss.   

The Company establishes a loss recovery component of the asset for the remaining coverage for a group of reinsurance 

contracts held. This depicts the recovery of losses recognized on the initial recognition of an onerous group of underlying 

insurance contracts or on addition of onerous underlying insurance contracts to a group. The loss recovery component 

adjusts the CSM of the group of reinsurance contracts held. The  

• Changes in the fulfilment cash flows of the underlying insurance contracts that   

relate to future service and do not adjust the CSM of the respective groups to which the underlying insurance contracts 

belong to.   

• Reversals of loss recovery component to the extent those reversals are not   

changes in the fulfilment cash flows of the group of reinsurance contracts held.   

• Allocations of the loss recovery component against the amounts recovered from reinsurers reported in line with the 

associated reinsured incurred claims or expenses.   

4. Insurance finance income and expenses   

Insurance finance income or expenses present the effect of the time value of money and the change in the time value of 

money, together with the effect of financial risk and changes in financial risk of a group of insurance contracts 

and a group of reinsurance contracts held.   

The use of OCI presentation for insurance finance income and expenses   

The Company has an accounting policy choice to present all the period’s insurance finance income or expenses in 

profit or loss or to split the amount between profit or loss and other comprehensive income ( OCI).  When 

considering the choice of  presentation of insurance finance income or expenses, the company examines the 

assets held for that portfolio and how they are accounted for.    

Currently the Company present all the period’s insurance finance income or expenses in the profit or loss.   

The Company does not write participating contracts and does need to reassess its accounting policy choice in respect 

of such policies.  Comparatives are not restated.   

 As PAA is applied, the Company does not discount the liability for remaining coverage to reflect the time value of 

money and financial risk for its policies with a coverage period of one year or less. For those claims that the Company expects 

to be paid within one year or less from the date of incurrence, the Company does not adjust future cash flows for the time 

value of money and the effects of financial risks. However, claims expected to take more than one year to settle are discounted 

applying the discount rate at the time the incurred claim is initially recognized.   

L. Contracts existing at transition date.   
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On transition date, 1 January 2023, the company:   

• Has identified, recognized and measured each group of insurance contracts as if IFRS 17 had always applied (unless 

impracticable). 

• Has identified, recognized and measured assets for insurance acquisition cash flows as if IFRS 17 had always 

applied. However, no recoverability assessment was performed before the transition date. At transition date, a 

recoverability assessment was performed, and no impairment loss was identified. 

• Derecognized any existing balances that would not exist had IFRS 17 always applied. 

• Recognized any resulting net difference in equity. 

• In determining the appropriate transition approach, the following were considered:   

 -· the coverage period of the in-force policies 

-· the availability of historical data and assumptions driving measurement and the ability to obtain these without 

undue cost and effort. 

 1. Full Retrospective approach   

 On transition to IFRS 17, the Company applied the full retrospective approach unless impracticable to do so.   

The Company has applied the full retrospective approach on transition to all short-term contracts in force at the 

transition date.   

To do this, at the transition date, we have identified, recognized and measured each group of insurance contracts as if 

IFRS 17 had always applied; and derecognized any existing balances that would not exist had IFRS 17 always applied; 

and finally recognized any resulting net difference in equity.   

The Company has aggregated contracts issued more than one year apart in determining groups of insurance contracts 

under the fair value approach at transition as it did not have reasonable and supportable information to aggregate 

groups into those including only contracts issued within one year.   

           2.3 Foreign currencies 

    

On initial recognition, all transactions are recorded in the functional currency (the currency of the primary economic 

environment in which the group operates or transact business), which is Nigerian Naira.  Transactions in foreign 

currencies during the year are converted into the functional currency using the exchange rate prevailing at the transaction 

date.   

     

Monetary assets and liabilities at the statement of financial position date denominated in foreign currencies are 

translated into the functional currency using the exchange rate prevailing as at that date. The 

resulting foreign exchange gains and losses from the settlement of such transactions and from year-end translation 

are recognized on a net basis in the income statements in the year in which they arise, except for difference arising on 

translation of non-monetary available-for-sale financial assets, which are recognized in other comprehensive income. 

       

2.4 Segment reporting 

    

A segment is a distinguishable component of the group that is engaged either in providing related products or services 
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(business segment), or in providing products or services within a particular economic environment (geographical 

segment), which is subject to risks and rewards that are different from those of other segment.    

     

An operating segment is a component of an entity:    

- That engages in business activities from which it may earn revenues and incur expenses (including revenues 

and expenses relating to transactions with other components of the same entity).    

-   Whose operating results are regularly reviewed by the entity's chief operating decision maker to make decision about 

resources to be allocated to the segment and assess its performance of the same entity)    

 -   For which discrete financial information is available.    

     

An operating segment may engage in business activities for which it has yet to earn revenues for example startup 

operations may be operating segments before earning revenues.    

     

The company group operates insurance and pension lines of business and entirely within a geographical region.    

     

2.3   Cash and cash equivalents 

    

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly liquid 

investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of 

changes in value.  Cash equivalents have a maturity period of less than or equal to three months. 

           2.3   Financial instruments    

     

a. Initial recognition and measurement 

    

Financial instruments are recognized initially when the group becomes a party to the contractual provisions of the 

instrument.    

All financial instruments are measured initially at their fair value plus transaction costs, except in the case of financial assets 

and financial liabilities recorded at fair value through profit or loss where transaction cost is expensed in the income 

statement.    

     

The group classifies financial instruments or their components parts, on initial recognition as a financial asset, a financial 

liability, or an equity instrument in accordance with the substance of the contractual agreement. Classification depends on 

the purpose for which the financial instruments were obtained or incurred and takes place at initial recognition.    

     

Regular-way purchases and sales of financial assets are recognised on settlement date which is the date on which the group 

commits to purchase or sell the asset. Financial instruments are initially measured at fair value plus transaction costs for 

all financial assets not carried at fair value through profit and loss. These transaction costs are expensed in the income 

statement. 

    

b.  Measurement and recognition of expected credit losses    

     

"The measurement of expected credit losses is a function of the probability of default, loss given default (i.e., the magnitude 

of the loss if there is a default) and the exposure at default. The assessment of the probability of default and loss given default 

is based on historical data adjusted by forward‑looking information as described above. As for the exposure at default, for 

financial assets, this shall be an estimate of the exposure at a future default date; for financial guarantee contracts, the 

exposure includes the amount drawn down as at the reporting date, together with any additional amounts expected 
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to be drawn down in the future by default date determined based on historical trend, the group’s understanding of 

the specific future financing needs of the debtors, and other relevant forward‑looking information.   
 

If the group has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL in the previous 

reporting period, but determines at the current reporting date that the conditions for lifetime ECL are no longer met, the 

group measures the loss allowance at an amount equal to 12‑month ECL at the current reporting date, except for assets for 

which simplified approach was used.   
 

The group recognises an impairment gain or loss in profit or loss for all financial instruments with a corresponding 

adjustment to their carrying amount through a loss allowance account, except for investments in debt instruments that 

are measured at FVTOCI, for which the loss allowance is recognised in other comprehensive income and accumulated in 

the investment revaluation reserve and does not reduce the carrying amount of the financial asset in the statement of 

financial position.  

 

                  c.  Derecognition of financial instruments    

Previously recognised financial assets are derecognised when either the contractual rights to receive the cash flows from 

these assets have ceased to exist or the assets expire or the group transfers the assets such that the transfer qualifies for 

derecognition. The decision as to whether a transfer qualifies for derecognition is made by applying a combination 

of risks, rewards and control tests.    

 

Collateral (shares and bonds) furnished by the group under standard repurchase agreements and securities lending and 

borrowing transactions is not derecognised because the group retains substantially all the risks and rewards on the 

basis of the predetermined repurchase price, and the criteria for derecognition are therefore not met.    

     

Financial assets that are transferred to a third party but do not qualify for derecognition are presented in the statement of 

financial position as pledged assets, if the transferee has the right to sell or repledge them.    

     

Derecognition of a financial liability occurs only when the obligation is extinguished. A financial liability is said to 

be extinguished when the obligation is discharged, cancelled or expired.    

     

d. Offsetting financial instruments    

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is 

a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realize the 

asset and settle the liability simultaneously.    

     

e.  Financial assets    

     

a) Classification and subsequent measurement    

For the purpose of measuring a financial asset after initial recognition, IFRS 9 classifies financial assets into the 

following categories: at fair value through profit or loss; at fair value through other comprehensive income and at amortised 

cost. The classification is based on the results of the group’s business model test and the contractual cashflow 

characteristics of the financial assets.  The category relevant to the group as at 31 December 2019 are fair value 

through profit or loss; at fair value through other comprehensive income and at amortised cost. At initial recognition 

all assets are measured at Fair Value.        

     

i) financial assets at fair value through profit or loss    

Financial assets at fair value through profit or loss are financial assets held for trading and those designated by the group 
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as at fair value through profit or loss upon initial recognition. Financial assets classified as held through profit or loss are 

those that have been acquired principally for the purpose of selling in the short term or repurchasing in the near term, or 

held as part of a portfolio that is managed together for short-term profit.        

 

Financial instruments included in this category are recognised initially at fair value; transaction costs are taken directly 

to profit or loss. Gains and losses arising from changes in fair value are included directly in profit or loss and are reported 

as 'Net gains/(losses) on financial assets classified as held for trading'. Interest income and expense and dividend 

income on financial assets held for trading are included in 'Discount and similar income' or 'Other operating income’, 

respectively.  Fair value changes relating to financial assets designated at fair value through profit or loss are recognised 

in 'Net gains from financial assets held for trading’.    

     

ii) Amortised Cost    

"Except for financial assets that are designated at initial recognition as at fair value through profit or loss a financial asset 

is measured at amortised cost only if both of the following conditions are met:  

 

a. the financial asset is held within a business model whose objective is to hold financial assets in order to collect 

contractual cash flows (the business model test) and    

b. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding (the contractual cash flows characteristics test).    
 

If a financial asset satisfies both of these conditions, it is required to be measured at amortised cost unless it is 

designated as at fair value through profit or loss (FVTPL) on initial recognition"    

     

iii) Fair Value through other comprehensive income (FVTOCI)    

     

"Except for financial assets that are designated at initial recognition as at fair value through profit or loss, a financial asset 

is measured at fair value through other comprehensive income (FVTOCI) if both of the following conditions are met:   
 

a. the financial asset is held within a business model whose objective is achieved by both collecting contractual cash 

flows and selling financial assets (the business model test); and   

    

b. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding (the contractual cash flows characteristics test). "    

     

b) Impairment of financial assets    

The impairment model under IFRS 9 reflects expected credit losses, as opposed to incurred credit losses under IAS 39. 

Under the impairment approach in IFRS 9, it is no longer necessary for a credit event to have occurred before credit 

losses are recognised. Instead, a group always accounts for expected credit losses and changes in those expected credit 

losses. The amount of expected credit losses should be updated at each reporting date to reflect changes in credit risk since 

initial recognition.   

     

"The group recognizes loss allowances for Expected Credit Losses (ECL) on the following financial instruments that 

are not measured at FVTPL:   

Financial assets that are debt instruments, Lease receivables, Loan and receivables, financial guarantee contracts issued; 

and Loan commitments issued. The group measures expected credit losses and recognizes interest income on risk 

assets based on the following stages:"  

     

27



                                                                                                                                                               VERITAS KAPITAL ASSURANCE PLC  
                                                            Unaudited Financial Statements  

ACCOUNTING POLICY            For the period ended 31 March 2024 

 

 

"Stage 1: Assets that are performing. If credit risk is low as of the reporting date or the credit risk has not increased 

significantly since initial recognition, the group recognize a loss allowance at an amount equal to 12-month 

expected credit losses. This amount of credit losses is intended to represent lifetime expected credit losses that will 

result if a default occurs in the 12 months after the reporting date, weighted by the probability of that default occurring.   

Stage 2: Assets that have significant increases in credit risk. In instances where credit risk has increased significantly since 

initial recognition, the group measures a loss allowance at an amount equal to full lifetime expected credit losses. That 

is, the expected credit losses that result from all possible default events over the life of the financial instrument. For 

these debt instruments, interest income recognition will be based on the EIR multiplied by the gross carrying amount.   

Stage 3: Credit impaired. For debt instruments that have both a significant increase in credit risk plus observable evidence 

of impairment.   

“The group’s process to assess changes in credit risk is multi-factor and has three main elements;   

I. Quantitative element, a quantitative comparison of PD at the reporting date and PD at initial recognition   

II.  Qualitative elements   

III.  Backstop indicators   
 

For individually significant exposures such as corporate and commercial risk assets, the assessment is driven by 

the internal credit rating of the exposure and a combination of forward-looking information that is specific to the 

individual borrower and forward-looking information on the macro economy, commercial sector (to the extent such 

information has not been already reflected in the rating process).   

For other exposures, significant increases in credit risk are made on a collective basis that incorporates all relevant credit 

information, including forward-looking macroeconomic information. For this purpose, the group groups its exposures 

on the basis of shared credit risk characteristics."    

     

Significant increase in credit risk: "The group decision on whether expected credit losses are based on 12-month expected 

credit losses or lifetime expected credit losses depends on whether there has been a significant increase in credit 

risk since initial recognition. An assessment of whether credit risk has increased significantly is made at each reporting 

date. When making the assessment, the group uses the change in the risk of a default occurring over the expected life of 

the financial instrument instead of the change in the amount of expected credit losses. This forms the basis of stage 1, 

2 and 3 classification and subsequent migration.   

The group applies qualitative and quantitative criteria for stage classification and for its forward and backward 

migration. 

 

 
i) Assets carried at amortised cost    

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 

estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s 

original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account 

and the amount of the loss is recognised in income statement. If a financial instrument has a variable interest rate, the 

discount rate for measuring any impairment loss is the current effective interest rate determined under the contract.    

     

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash 

flows that may result from disposal less costs for obtaining and selling the collateral, whether or not disposal is probable.

    

     

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit risk 

characteristics (i.e., on the basis of the group’s grading process that considers asset type, industry, geographical location, 
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collateral type, past-due status and other relevant factors). Those characteristics are relevant to the estimation of 

future cash flows for groups of such assets by being indicative of the debtors’ ability to pay all amounts due according 

to the contractual terms of the assets being evaluated.    

     

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis 

of the contractual cash flows of the assets in the group and historical loss experience for assets with credit risk 

characteristics similar to those in the group. Historical loss experience is adjusted on the basis of current observable data 

to reflect the effects of current conditions that did not affect the period on which the historical loss experience is based 

and to remove the effects of conditions in the historical period that do not currently exist.    
 

Estimates of changes in future cash flows for groups of assets are reflected and directionally consistent with changes in 

related observable data from period to period (for example, changes in unemployment rates, property prices, payment 

status, or other factors indicative of changes in the probability of losses in the group and their magnitude). The 

methodology and assumptions used for estimating future cash flows are reviewed regularly by the group to reduce any 

differences between loss estimates and actual loss experience.     

     

When a loan is uncollectible, it is written off against the related allowance for loan impairment. Such loans 

are written off after all the necessary procedures have been completed and the amount of the loss has been 

determined. Impairment charges relating to loans and advances to staff are classified in 'impairment charge for 

credit losses' whilst impairment charges relating to investment securities (loans and receivables categories) are classified 

in 'Net gains/(losses) on investment securities'.    

     

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to 

an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the 

previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal is 

recognised in profit or loss.    

 

    

ii) Assets classified as fair value through other comprehensive income: The group can choose to make an irrevocable 

election at initial recognition for investments in equity instruments that do not meet the definition of held for trading, 

which would otherwise be measured at fair value through profit or loss, to present changes in fair value in other 

comprehensive income.    

 

Reclassification of amounts recognised in other comprehensive income and accumulated in equity to profit or loss is not 

done. This applies throughout the life of the instrument and also at derecognition; such investments will not be subject to 

the impairment requirements.  

  

Dividends on investments in equity instruments with gains and losses irrevocably presented in other comprehensive 

income are recognised in profit or loss if the dividend is not a return on investment (like dividends on any other holdings 

of equity instrument) when:   
 

a. the group's right to receive payment of the dividend is established;    

b. it is probable that the economic benefits associated with the dividend will flow to the group; and    

c. the amount of the dividend can be measured reliably.    
 

or debt instruments measured at FVTOCI, changes in fair value are recognised in other comprehensive income, 

except for: interest calculated using the effective interest rate method, foreign exchange gains or losses and; 
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impairment gains or losses until the financial asset is derecognised or reclassified.   
 

When the financial asset is derecognised, the cumulative gain or loss previously recognised in other comprehensive income 

is reclassified from equity to profit or loss as a reclassification adjustment. Also, when a debt instrument asset is measured 

at fair value through other comprehensive income, the amounts that are recognised in profit or loss are the same as the 

amounts that would have been recognised in profit or loss if the financial asset had been measured at amortised 

cost."   

c) Reclassification of financial assets: Reclassification of financial assets is determined by the group's senior management, 

and is done as a result of external or internal changes which are significant to the group's operations and demonstrable to 

external parties.    

Reclassification of financial assets occurs when the group changes its business model for managing financial assets.   

Investments in equity instruments that are designated as at FVTOCI at initial recognition cannot be reclassified 

because the election to designate as at FVTOCI is irrevocable."   

        

Financial liabilities    

     

Classification and subsequent measurement    

The Company's holding in financial liabilities represents mainly Insurance Contract Liabilities, 'trade payables' and 'other 

liabilities'. These are all classified as financial liabilities measured at amortised cost. These financial liabilities are 

initially recognised at fair value and subsequently measured at amortised cost. Any difference between the 

proceeds net of transaction costs and the redemption value is recognised in the income statement over the period of 

the borrowing using the effective interest rate method. 

    

Fees paid on the establishment of the liabilities are recognised as transaction costs of the loan to the extent that it is 

probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down occurs. 

To the extent that there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is 

capitalized as a pre-payment for liquidity services and amortised over the period of the facility to which it relates.  

The classification of the Company's financial instruments has been summarised in the table below:     
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Measurement    

All financial instruments are measured initially at their fair value plus transaction costs, except in the case of financial 

assets and financial liabilities recorded at fair value through profit or loss where transaction cost is expensed in 

the income statement.       

 

Amortised cost measurement    

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is measured at initial 

recognition, minus principal repayments, plus or minus the cumulative amortisation using the effective interest method 

of any difference between the initial amount recognised and the maturity amount, minus any reduction for 

impairment.  

 

Fair value measurement    

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 

market participants at the measurement date      

     

At initial recognition, the best evidence of the fair value of a financial instrument is the transaction price (i.e. the fair 

value of the consideration paid or received), unless the fair value of that instrument is evidenced by comparison with 

other observable current market transactions in the same instrument, without modification or repackaging, or 

based on valuation techniques such as discounted cash flow models and option pricing models whose variables include 

only data from observable markets.    

     

Category   Classes as determined by The 
Group  

Subclasses  

Financial 
assets  

Financial assets at fair value 
through profit or loss  Listed Securities  

 Quoted Equities  
 

Amortized cost  

Cash and bank balances 
with Central Bank of 
Nigeria 

 Cash  

Statutory deposit with 
CBN  

  Current account 
balances  Placements  

Loans and advances  FGN Treasury Bills  
Staff loans  

Investment securities  L
i
s
t
e
d 
d
e
b
t  

Corporate bonds  
Other assets  Fees receivable  

Intercompany receivable  
Other receivables  

Fair value through other 
comprehensive income  

Listed securities  Quoted Equities  
Unquoted Equities  

 
  

Unlisted securities  
  

 

Financial 
liabilities  

Financial liabilities at 
amortised cost  

Insurance contract 
liabilities  

 Accruals  
Payables  

Trade payables  
 Other creditors  
Outstanding claims  
Unearned premiums  

Other liabilities  
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Subsequent to initial recognition, for financial instruments traded in active markets, the determination of fair values 

of financial assets and financial liabilities is based on quoted market prices or dealer price quotations. This includes 

listed equity securities and quoted debt instruments on major exchanges (for example, Nigerian Stock Exchange 

(NSE) and Financial Markets Dealers Quotation (FMDQ)).    

        

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly available from 

an exchange, dealer, broker, industry company, pricing service or regulatory agency, and those prices represent actual 

and regularly occurring market transactions on an arm’s length basis. If the above criteria are not met, the market is regarded 

as being inactive. Indications that a market is inactive are when there is a wide bid-offer spread or significant increase 

in the bid-offer spread or there are few recent transactions.  

     

For all other financial instruments, fair value is determined using valuation techniques. In these techniques, fair 

values are estimated from observable data in respect of similar financial instruments, using models to estimate 

the present value of expected future cash flows or other valuation techniques, using inputs existing at the dates of the 

statement of financial position.    

     

Forward-Looking Information    

In the context of IFRS 9, is an enhanced information set that includes credit information pertaining to future 

developments (including for example macroeconomic developments). The inclusion of forward-looking information 

along with traditional past due (realized, historical) information is considered to produce comprehensive credit risk 

information.   
 

The inclusion of forward-looking information is a distinctive feature of an IFRS 9 ECL model. Incorporating economically 

stressed states of the world and their potential impact on credit performance is critical for the timely recognition of credit 

losses." 

 

 

 

2.5   Trade receivables 

    

Trade receivables are recognized when due. They premium receivables arising from insurance contracts issued and include 

amounts due from agents, brokers and insurance contract holders. Premium receivables are those for which credit 

notes issued by brokers are within 30days, in conformity with the “NO PREMIUM NO COVER” NAICOM policy. 

       

2.6 Reinsurance 

    

The Company cedes business to reinsurers in the normal course of business for the purpose of limiting its net loss 

potential through the transfer of risks on the bases of treaty and facultative agreements. Premium ceded comprise 

gross written premiums. Reinsurance arrangements do not relieve the Company from its direct obligations to its 

policyholders. In the course of ceding out business to reinsurers, the Company incurs expenses. This is recognized 

as reinsurance expense in the statement of profit or loss.    

     

2.6.1 Reinsurance assets 

    

Reinsurance assets represent balances due from reinsurance companies. Amounts recoverable from reinsurers are 

estimated in a manner consistent with settled claims associated with the reinsurer’s policies and are in accordance 

with the related reinsurance contract.    
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2.6.2 Reinsurance Liabilities 

    

Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are recognised as an expense 

when due. The company has the right to set-off re-insurance payables against amount due from re-insurance and 

brokers in line with the agreed arrangement between both parties.     

     

2.7 Deferred Policy Acquisition Costs (DAC) 

    

       Acquisition cost comprise all direct and indirect costs arising from the writing of non-life insurance contracts.  Deferred 

acquisition costs represent a proportion of commission which are incurred during a financial year and are deferred to the 

extent that they are recoverable out of future revenue margins.  it is calculated by applying to the acquisition expenses 

that ratio of unearned premium to written premium. With IFRS 17 adoption, this is no longer a line item on the face of 

the SOFP.    

     

2.8 Prepayment 

    

        Prepayments include amounts paid in advance by the Company on rent, staff benefits, vehicle repairs etc. Expenses paid in 

advance are amortized on a straight line basis to the profit and loss account.    

     

2.9 Consolidation    

     

2.9.1 Subsidiaries 

    

 The financial statements of subsidiaries are consolidated from the date the company acquires control, up to the date that 

such effective control ceases.  For the purpose of these financial statements, subsidiaries are entities over which the 

company, directly or indirectly, has the power to govern the financial and operating policies so as to obtain benefits 

from their activities.    

     

 Changes in the company's interest in a subsidiary that do not result in a loss of control are accounted for as equity 

transactions (transactions with owners).  Any difference between the amount by which the non-controlling interest 

is adjusted and the fair value of the consideration paid or received is recognised directly in equity and attributed to 

the company.  

    

Inter-company t r a n s a c t i o n s , b a l a n c e s  a n d  u n r e a l i z e d  g a i n s  o n  t r an s ac t i o n s  b e t w e e n  companies 

within the company are eliminated on consolidation.  Unrealized losses are also eliminated in the same manner as 

unrealised gains, but only to the extent that there is no evidence of impairment.    

     

Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted 

by the company.  Investment in subsidiaries in the separate financial statements of the parent entity is measured at 

cost.    

     

Acquisition-related costs are expensed as incurred.    

If the business combination is achieved in stages, fair value of the acquirer's previously held equity interest in the 

acquiree is re-measured to fair value at the acquisition date through profit or loss.    

     

            Disposal of Subsidiaries 
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On loss of control, the company derecognizes the assets and liabilities of the subsidiary, any controlling interest and the 

other components of equity related to the subsidiary. Any surplus or deficit arising on the loss of control is recognised in 

profit or loss. If the company retains any interest in the previous subsidiary, then such interest is measured at fair 

value at the date that control is lost. Subsequently, that retained interest is accounted for as equity accounted 

investee or as an available-for-sale financial asset depending on the level of influence retained.    

     

2.9.2 Investment in Associates 

    

An associate is an entity over which the company has significant influence and that is neither a subsidiary nor an interest 

in a joint venture. Significant influence is the power to participate in the financial and operating policy decisions of the 

investee but is not control or joint control over those policies.    

     

The results and assets and liabilities of associates are incorporated in these consolidated financial statements using 

the equity method accounting, except when the investment is classified as held for sale, in which case it is 

accounted for in accordance with IFRS 5 - Noncurrent Asset Held for Sale and Discontinued Operations. Under the 

equity method, an investment in an associate is initially recognised in the consolidated statement of financial position 

at cost and adjusted thereafter to recognize the company's share of the profit or loss and other comprehensive income 

of the associate. when the company's share of losses of an associate exceeds the company's interest in that associate 

(which includes any long-term interest that, in substance, form part of the company's net investment in the associate), 

the company discontinues recognizing its share of further losses. Additional losses are recognised only to the extent that 

the company has incurred legal or constructive obligations or made payments on behalf of the associate.    

     

Any excess of the cost of acquisition over the company's share of the net fair value of the identifiable assets, liabilities 

and contingent liabilities of an associate recognised at the date of acquisition is recognised as goodwill, which is included 

within the carrying amount of the investment. Any excess of the company's share of the net fair value of the identifiable 

assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is recognised 

immediately in profit or loss. 

The requirements of IAS 36 are applied to determine whether it is necessary to recognize any impairment loss with respect 

to the company's investment in an associate. When necessary, the entire carrying amount of the investment (including 

goodwill) is tested for impairment in accordance with IAS 36 Impairment of Assets as a single asset by comparing its 

recoverable amount (higher of value in use and fair value less costs to sell) with its carrying amount. Any impairment loss 

recgnised forms part of the carrying amount of the investment. Any reversal of that impairment loss is recognised in 

accordance with IAS 36 to the extent that the recoverable amount of the investment subsequently increases.    

     

When a company entity transacts with its associate, profits and losses resulting from the transactions with the 

associate are recognised in the company’s consolidated financial statements only to the extent of interests in 

the associate that are not related to the company.    

     

2.10 I n v e s t m e n t  Properties    

Investment property is property held on earn rentals or for capital appreciation or both. Investment property, 

including interest in leasehold land, is initially recognised at cost including the transaction costs. Subsequently, 

investment property is carried at fair value representing the open market value at the statement of financial position 

date determined by annual valuation carried out by external registered valuers. gains or losses arising from changes in 

the fair value are included in determining the profit or loss for the year to which they relate.    
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Investment properties are derecognized when either they have been disposed off or when the investment property is 

permanently withdrawn from use and no future economic benefit is expected from its disposal. On disposal of an 

investment property, the difference between the disposal proceeds and the carrying amount is charged or credited to 

profit or loss.   

 

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment 

property to owner occupied property, the deemed cost for subsequent accounting is the fair value at the date of 

change in use. If owner occupied property becomes an investment property, the company accounts for such 

property in accordance with the policy stated under property and equipment up to the date of the change in use.    

     

When the company completes the construction or development of a self-constructed investment property, any 

difference between the fair value of the property at that date and its previous carrying amount is recognised in the 

income statement.    

        

2.11 I n t a n g i b l e  Assets 

    

Software license costs and computer software that is not an integral part of the related hardware are initially 

recognised at cost, and subsequently carried at cost less accumulated amortization and accumulated impairment losses. 

Costs that are directly attributable to the production of identifiable computer software products controlled by 

the company are recognised as intangible assets.    

     

Amortization is calculated using the straight line method to write down the cost of each license or item of software 

to its residual value over its estimated useful life.      

Amortization begins when the asset is available for use, i.e., when it is in the location and condition necessary for it to be 

capable of operating in the manner intended by management, even when idle. Amortization ceases at the earlier date that 

the asset is classified as held for sale and the date that the asset is derecognized and ceases temporarily, while the residual 

value exceeds or is equal to the carrying value.    

     

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the 

net disposal proceeds and the carrying amount of the asset and are recognised in the income statement when the asset 

it derecognized.      

 Intangibles recognised as assets are amortized over their useful lives, which does not exceed five years.    

     

2.12 G o o d w i l l  

    

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of the business 

less accumulated impairment losses, if any. For the purposes of impairment testing, goodwill is allocated to each of the 

company's cash generating units (or group of cash-generating units) that is expected to benefit from the synergies 

of the combination.    

     

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more frequently when 

there is indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than its 

carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the 

unit and then to the other assets of the unit pro rata based on the carrying amount of each in the unit.  

       

Any impairment loss for goodwill is recognised directly in profit or loss in the consolidated (statement of 
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comprehensive income/income statement). An impairment loss recognised for goodwill is not reversed in subsequent 

periods. On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the 

determination of the profit or loss on disposal.    

     

2.13 Property, Plant and Equipment 

    

a. Recognition and measurement   

All categories of property and equipment are initially rec0gnised at cost. Cost includes expenditure directly 

attributable to the acquisition of the assets. Computer software, including the operating system that is an integral 

part of the related hardware is capitalized as part of the computer equipment"    

     

Work in progress owner-occupied property that are included in property, plant and equipment are stated at cost to date and 

are not yet componentised as the asset has not been put into use.    
 

b. Subsequent cost   

Subsequent cost is included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when 

it is probable that future economic benefits associated with the item will flow to the company and the cost of the item 

can be measured reliably. Repairs and maintenance expenses are charged to the income statement in the year in which 

they are incurred. 

 

Increases in the carrying amount arising on revaluation are recognised in other comprehensive income and accumulated in 

equity under the heading of revaluation surplus. Decreases that offset previous increases of the same asset are 

recognised in other comprehensive income. All other decreases are charged to the statement of profit or loss.    
 

c. Depreciation   

Depreciation is calculated using the straight line method to write down the cost or the revalued amount of each 

asset to its residual value over its estimated useful life using the following annual rates:"    

     

  Freehold land 0%     

  Buildings 2%     

  Furniture & Fittings 20%     

  Office Equipment 20%     

  Computer Equipment 20%     

  Plant & Equipment 20%     

  Motor Vehicles 25%     

     

Freehold land is not depreciated. Depreciation on an item of property, plant and equipment commences when it is 

available for use and continues to depreciate until it is derecognized, even if during that period the item is idle. 

Depreciation of an item ceases when the item is retired from active use and is being held for disposal.    

     

Where no parts of items of property, plant and equipment have a cost that is significant in relation to the total cost of 

the item, the same rate of depreciation is applied to the whole item.    

     

The assets' residual values, depreciation method and useful lives are reviewed, and adjusted if appropriate, at each 

statement of financial position date.    

     

d. Revaluation of land and building.    
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land and building initially recorded at cost are subsequently carried at revalued amount being the fair value at the date of 

revaluation less any subsequent accumulated depreciation and subsequent accumulated impairment losses. 

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that 

which would be determined using fair value at the end of the reporting period.   
 

When land and building are revalued, any increase in it carrying amount (as a result of revaluation) is transferred 

to a revaluation reserve, except to the extent that it reverses a revaluation decrease of the same property previously 

recognised as an expense in the of profit or loss. When the value of a land or building is decreased as a result of a 

revaluation, the decrease is charged against any related credit balance in the revaluation reserve in respect of 

that land or building. However, to the extent that it exceeds any surplus, it is recognised as an expense in profit 

or loss.  

 

When revalued land and building are being depreciated, part of the surplus is being realized as the asset is used. 

The amount of the surplus realized is the difference between the depreciation charged on the revalued amount and the 

lower depreciation which would be charged to revaluation reserve and accumulated losses but not through profit or loss. 

The revaluation of land and building is carried out every year.   

     

e. Derecognition   

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected from 

its use or disposal. Gains and losses on disposal of property and equipment are determined by reference to their carrying 

amounts and are taken into account in determining operating profit."    

 

Gains and losses on disposal of property and equipment are determined by reference to their carrying amounts and are 

taken into account in determining operating profit.         

     

2.14 S t a t u t o r y  Deposits 

    

Statutory Deposit represents 10% of the paid up capital of the Company deposited with the Central Bank of Nigeria (CBN) 

pursuant to Section 10(3) of the Insurance Act 2003.   

     

 Statutory deposit is measured at cost. 

    

    

2.15 I n s u r a n c e  Contract Liabilities 

    

Contract that are classified as insurance contracts are those under which the company underwrites significant 

insurance risk from another party (the broker or insured) by agreeing to compensate the insured or other beneficiary 

if a fortuitous random event (the insured event) adversely affects the policyholder or other beneficiary.  

 

      

2.15.1 Types of Insurance Contracts 

    

Insurance contract may be non-life or life. The company issues only ono-life insurance contracts.  Non-life 

insurance contracts are accident, casualty and property insurance contracts.    

     

Accident and casualty insurance contracts protect the company's customers against the risk of causing harm to third 

parties as result of their legitimate activities. Damages covered include both contractual and non-contractual 
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events. The typical protection offered is designed for employers who become legally liable to pay compensation to 

injured employees (employers' liability) and for individual and business customers who become liable to pay 

compensation to a third party for bodily harm or property damage (public liability).   

 

Property insurance contracts mainly compensate the company’s customers for damage suffered to their properties 

or for the value of property lost. Customers who undertake commercial activities on their premises could also 

receive compensation for the loss of earnings caused by the inability to use the insured properties in their 

business activities (business interruption cover).    

     

Non-life insurance contracts protect the company's customers from the consequences of events (such as death or 

disability) that would affect the ability of the customer or his/her dependents to maintain their current level of 

income.  Guaranteed benefits paid on occurrence of the specified insurance event are either fixed or linked to the 

extent of the economic loss suffered by the policy holder. There is no maturity or surrender benefits.  

        

2.15.2 Recognition and measurement of non-life insurance contracts      

       

a. For all non-life insurance contract, premiums are recognised as revenue (earned premiums) proportionally over the 

period of coverage. The portion of premium received on in-force contracts that relates to unexpired risks at the balance 

sheet date is reported as the unearned premium liability. Premiums are shown before deduction of commission.    

        

Claims and loss adjustment expenses are charged to income as incurred based on the estimated liability for 

compensation owed to contract holders or third parties damaged by the contract holders. They include direct and indirect 

claims settlement costs and arise from events that have occurred up to the end of the reporting period even if they have 

not yet been reported to the company. The company does not discount its liabilities for unpaid claims.  

           

Liabilities for unpaid claims are estimated using the input of assessments for individual cases reported to the company 

and statistical analyses for the claims incurred but not reported, and to estimate the expected ultimate cost of more 

complex claims that may be affected by external factors (such as court decisions).    

     

b. Salvages    

Some non-life insurance contracts permit the company to sell (usually damaged) property acquired in the process of 

settling a claim. The company may also have the right to pursue third parties for payment of some or all costs of 

damages to its client's property (i.e., subrogation right).    

     

Salvage recoveries are used to reduce the claim expense when the claim is settled.   

        

c. Subrogation    

Subrogation is the right for an insurer to pursue a third party that caused an insurance loss to the insured. This is done as a 

means of recovering the amount of the claim paid to the insured for the loss. A receivable for subrogation is recognized in 

other assets when the liability is settled and the company has the right to receive future cash flow from the third 

party.  

 

d. Deferred Income    

Deferred Income represents a proportion of commission received on reinsurance contracts which are booked during 

a financial year and are deferred to the extent that they are recoverable out of future revenue margins. It is 

calculated by applying to the reinsurance commission income the ratio of prepaid reinsurance to reinsurance cost.    
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e.  Reinsurance Contracts held    

Contracts entered into by the company with reinsurers under which the company is  compensated for losses on one 

or more contracts issued by the company and that meet the classification requirements for insurance contracts are 

classified as reinsurance contracts held. Contracts that do not meet these classification requirements are classified as 

financial assets. Insurance contracts entered into by the company under which the contract holder is another insurer 

(inwards reinsurance) are included with insurance contracts.     

          

f. Technical Reserves    

These are computed in accordance with the provisions of section 22 of the insurance Act 2003 as follows:    

     

* Reserve for unearned premium: In compliance with Section 20() (a) of Insurance Act 2003, the reserve for unearned 

premium is calculated on a time apportionment basis in respect of the risks accepted during the year.    

* Reserve for outstanding claims: The reserve for outstanding claims is maintained ta the total amount of outstanding 

claims incurred and reported plus claims incurred but not reported ("IBNR") as at the balance sheet date. The IBNR is 

based on the liability adequacy test.  

    

 g. Liability Adequacy Test    

At each end of the reporting period, liability adequacy tests are performed by an Actuary to ensure the adequacy of the 

contract liabilities net of related DAC assets. In performing these tests, current best estimates of future contractual 

cash flows and claims handling and administration expenses, as well as investment income from the assets backing 

such liabilities, are used. Any deficiency is immediately charged to profit or loss initially by writing off DAC and by 

subsequently establishing a provision for losses arising from liability adequacy tests "the unexpired risk provision".    

     

The provisions of the Insurance Act 2003 require an actuarial valuation for life insurance reserves only. However, 

IFRS 4 requires a liability adequacy test for both life and non-life insurance reserves. The provision of section 59 of 

the Financial Reporting Council Act 2011 gives superiority to the provision of IFRS and since it results in a more 

conservative reserving than the provision of the Insurance Act 2003, it serves the company's prudential concerns 

well.    

     

2.16 Trade and other Payables    

Trade and other payables are recognised initially at fair value and subsequently measured at amortized cost using the 

effective interest method. The fair value of a non-interest bearing liability is its discounted repayment amount. If the due 

date of the liability is less than one year discounting is omitted.    

 

 

2.17 Retirement Benefit Obligations    

        Pension Cost    

The company operates a defined contributory retirement benefit scheme as stipulated in the Pension Reform Act 2014. 

Under the defined contribution scheme, the company pays fixed contributions of 10% of emoluments as defined by the 

Act to Pension Fund Administrators; employees also pay a fixed percentage of 8% to the same entity. Once the contributions 

have been paid, the company retains no legal or constructive obligation to pay further contribution if the fund does not hold 

sufficient assets to finance benefits accruing under the retirement benefit plan.    

     

2.18 P r o v i s i o n s  

    

General Provisions are recognised when the company has a present obligation (legal or constructive) as a result 
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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 can be made of the amount of the obligation. Where the company expects some or 

all of a provision to be reimbursed, the reimbursement is recgnised as a separate asset but only when the reimbursement is 

virtually certain. The expense relating to any provision is presented in the income statement net of any reimbursement. 

if the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects, 

where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the 

passage of time is recognised as a finance cost. 

       

2.19   Income tax   

 

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the extent that this 

relates to a business combination, or items recognized directly in equity or other comprehensive income.   

 

2.19.1 Current Income Tax 

    

Current income tax is the amount of income tax payable on the taxable profit for the year determined in accordance with 

the Nigeria Income Tax Act. The tax rates and tax laws used to compute the amount are those that are enacted or 

substantively enacted as at the reporting date.    

     

2.19.2 NITDA Levy   

 

The National Information Technology Development Agency Act (2007) empowers and mandates the Federal 

Inland Revenue Service (FIRS) to collect and remit 1% of profit before tax of Companies with turnovers of a minimum of 

₦100million under the third schedule of the Act.   

 

2.19.3 Deferred Tax 

    

Deferred income tax is provided in full on all temporary differences except those arising on the initial recognition of an 

asset or liability.    

     

Deferred income tax is determined using the liability method on all temporary differences arising between the tax bases 

of assets and liabilities and their carrying values for financial reporting purposes, using tax rates and laws enacted 

or substantively enacted at the statement of financial position date and expected to apply when the related deferred 

income tax asset is realized or the deferred tax liability is settled.    

     

Deferred income 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 utilized. The carrying amount of deferred tax assets is reviewed at each 

reporting date and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow 

all or part of the deferred income tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each 

reporting date and are recognised to the extent that it has become probable that future taxable profit will allow 

the deferred tax asset to be recovered.   

        

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is 

realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at 

the reporting date.      

       

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred tax items are 
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recognised in correlation to the underlying transaction either in other comprehensive income or directly in equity.    

     

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off such:    

     

  * Current tax assets against current income tax liabilities and    

  * The deferred taxes relate to the same taxable entity and    

  * The same taxation authority    

     

2.20 Share Capital and Share Premium 

    

Ordinary shares are recognized at par value and classified as 'share capital' inequity. Any amounts received over and 

above the par value of the shares issued are classified as 'share premium' in equity.    

     

2.21 Statutory Contingency Reserve 

    

The company maintains contingency reserves in accordance with the provisions of Insurance Act 2003 to cover 

fluctuations in securities and variations in statistical estimates at the rate equal to the higher of 3% of total premium or 

20% of the net profits.    

     

2.22 R e t a i n e d  Earnings 

   

The retained earnings represent the amount available for dividend distribution to the equity shareholders of the company. See 

statement of changes in equities for movement in retained earnings. 

 

2.23 A s s e t s  Revaluation Reserve 

    

             This represents the company's revaluation reserve emanating from revaluation of certain assets.    

     

2.24   Other Income Items Recognition    

     

2.24.1 Commission income 

    

Fees and commission income during the year is the income the company is entitled to for ceding businesses to the 

reinsurers and co-insurers. In accordance with IFRS 15 (Revenue from Contracts with Customers), fees and commission 

income are recognized over time, covering the policy period over which services are expected to be provided, 

using the time apportionment basis. With the adoption of IFRS 17 these are treated as part of reinsurance service 

expenses to arrive at Net expenses from reinsurance contracts held.   
 

 

 

2.24.2 Investment Income 

    

Interest income is recognised in the income statement as it accrues and is calculated by using the effective interest rate 

method. Fees and commissions that are an integral part of the effective yield of the financial asset or liability 

are recognised as an adjustment to the effective interest rate of the instrument.    

     

Investment income also includes dividend income which is recognised when the right to receive the payment is 
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established.    

     

Rental income arising from operating leases on investment properties is accounted for on a straight line basis over the 

lease terms.    

         

2.24.3 Management and Administrative Fees 

    

Management Fee    

Management fee, an asset based fee is charged as a percentage of the opening net assets value of the pension 

fund investments at the beginning of the year of charge for the Retirement Savings Account (RSA). It is accrued 

daily upon portfolio valuation while the actual charge is affected against the Fund within five working days of the month 

end. Fee for the Retiree Account is computed based on 5% of income earned on the fund.    

     

Administrative Fee    

Administrative fee is calculated as a flat charge payable monthly from contributions received. It is deducted before 

converting contributions into accounting units of pension fund assets.  

    

2.24.6 Realized/Unrealized Gains and Losses 

    

Realized or unrealized gains and losses recorded in the income statement on investments include gains and losses on 

financial assets and investment properties. Gains and losses on the sale of investments are calculated as the difference 

between net sales of investments are calculated as the difference between net sales proceeds and the original 

carrying or amortized cost and are recorded on occurrence of the sale transaction.    

     

2.25   Claims Expenses Recognition 

    

2.25.1 Claims Incurred/Expense

Claims incurred in respect of Insurance contracts include the cost of all claims arising during the year including internal and 

external claims, handling costs that are directly related to the processing and settlement of claims as well as changes in the 

gross valuation of insurance. All claims paid and incurred are charged against the underwriting income as expense when 

incurred. With the adoption of IFRS 17 these costs are treated as part of insurance service expenses before determining 

insurance service result.    

     

2.25.2 Reinsurance Claims 

    

Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms of 

the relevant contract. 

    

     

2.26 I n t e r e s t  Income 

    

Interest income is recognised using the effective interest method for debt instruments measured subsequently 

at amortised cost and at FVTOCI. For financial assets other than purchased or originated credit-impaired financial 

assets, interest income is calculated by applying the effective interest rate to the gross carrying amount of a financial 

asset, except for financial assets that have subsequently become credit-impaired. For financial assets that have 

subsequently become credit-impaired, interest income is recognised by applying the effective interest rate to the 
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amortised cost of the financial asset. If, in subsequent reporting periods, the credit risk on the credit-impaired financial 

instrument improves so that the financial asset is no longer credit-impaired, interest income is recognised by applying 

the effective interest rate to the gross carrying amount of the financial asset.     

     

For purchased or originated credit-impaired financial assets, interest income is recognized by applying the credit-

adjusted effective interest rate to the amortised cost of the financial asset from initial recognition. The calculation does 

not revert to the gross basis even if the credit risk of the financial asset subsequently improves so that the financial asset is 

no longer credit-impaired. Interest income is recognised in profit or loss and is included in the "investment 

income - interest income" line item. 

    

2.27   Expenses 

    

Expenses are recognised in the income statement when a decrease in future economic benefit related to a decrease in an 

asset or an increase of a liability has arisen that can be measured reliably. This means, in effect, that recognition of expenses 

occurs simultaneously with the recognition of an increase in liabilities or a decrease in assets (for example, the accrual of 

employee entitlements or the depreciation of equipment)    

     

When economic benefits are expected to arise over several accounting periods and the association with income 

can only be broadly or indirectly determined, expenses are recognised in the income statement on the basis of 

systematic and rational allocation procedures.    

     

This is often necessary in recognizing the equipment associated with the using up of assets such as property, plant 

and equipment in such cases the expense is referred to as a deprecation or amortization. These allocation 

procedures are intended to recognize expenses in the accounting periods in which the economic benefits associated 

with these items ae consumed or expire.  an expense is recognised immediately in the income statement when 

expenditure produces no future economic benefits or when, and to the extent that future economic benefits do not 

qualify, or cease to qualify, for recognition in the statement of financial position as an asset.    

     

2.27.1 Underwriting Expenses   

Underwriting e x p e n s es  c om p r is e  a cq u i s i t ion  cos ts  an d  other  und e r w r i t ing  e xp e ns es . Acquisition costs 

comprise all direct and indirect costs arising from writing insurance contracts.  These costs are charged in the income 

statement in the period they are incurred. With the adoption of IFRS 17 these costs are treated as part of insurance service 

expenses.      

     

2.28 I m p a i r m e n t  of non-financial assets 

    

The company assesses at each reporting date whether there is an indication that an asset may be impaired.  If any 

such indication exists, or when annual impairment testing for an asset is required, the company estimates the asset's 

recoverable amount.  An impairment loss  

is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.  an asset's recoverable 

amount is the higher of an asset's or cash generating unit's fair value less costs to sell and its value in use.    

     

The recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that 

are largely independent of those from other assets or group of assets.   In assessing value in use, he estimated future 

cash flows are discounted to their present value using a pre- discount rate that reflects current market assessments of the 

time value of money and the risks specific to the asset.  in determining fair value less costs to sell, an appropriate valuation 
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model is used.    

     

Impairment losses of continuing operations are recognised in the income statement in those expenses categories 

consistent with the function of the impaired asset, except for property previously revalued where the revaluation was 

taken to comprehensive income.  in this case the impairment is also recognised in comprehensive income up to the amount 

of any previous revaluation.    

 

An assessment is made at each reporting date as to whether there is any indication that previously recognised 

impairment losses may no longer exist or may have decreased.  If such indication exists, the company makes an 

estimate of recoverable amount. A previous impairment loss is reversed only if there has been a change in the estimates 

used to determine the asset's recoverable amount since the last impairment loss was recognised.  if that is the case the 

carrying amount of the asset is increased to its recoverable amount.      

       

The increased amount cannot exceed the carrying amount that would have been determined, net of depreciation, had no 

impairment loss been recognised for the asset in prior years. Such reversal is recognised in the income statement unless 

the asset is carried at revalued amount, in which case the reversal is treated as a revaluation increase.    

     

2.29   Earnings Per Share 

    

The company presents basic earnings per share for its ordinary shares.  Basic earnings per share are calculated by 

dividing the profit attributable to ordinary shareholders of the company by the number of shares outstanding during 

the period.    

     

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average 

number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.  

   

2.30 D i v i d e n d s  

    

Dividends on ordinary shares are recognised as a liability in the year in which they are approved by the company's 

shareholders.  Proposed dividends are not recognised in equity until they have been declared at a general meeting.  

Dividends for the year that are approved after the statement of financial position date are dealt with as a non-adjusting 

event after the statement of financial position date. 

  

2.31 C o m p a r a t i v e s  

    

Where necessary, comparative have been adjusted to conform to changes in presentation in the current year.  Where 

changes are made and affect the statement of financial position, a third statement of financial position at the beginning 

of the earliest period presented is presented together with the corresponding notes. 

    

     

2.32 C o n t i n g e n t  liabilities 

    

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the 

occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the company or the 

company has a present obligation as a result of past events which is not recognised because it is not probable that an 

outflow of resources will be required to settle the obligation; or the amount cannot be reliably estimated.  

Contingent liabilities normally comprise of legal claims under arbitration or court process in respect of which a liability is 
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not likely to crystallize. 

    

2.33 C o n t i n g e n t  assets 

    

Contingent assets are not recognised in the financial statements but are disclosed when, as a result of the past events, it is 

highly likely that economic benefits will flow to the company, but this will only be confirmed by the occurrence or non-

occurrence of one or more uncertain future events which are not wholly within the company's control. 

   
2.34 Changes in accounting policies and disclosures 

 
         New and amended standards and interpretations 

The Company applied for the first-time certain standards and amendments, which are effective for annual periods 
beginning on or after 1 January 2023. The Company has not early adopted any other standard, interpretation or 
amendment that has been issued but is not yet effective. 
 
a) IFRS 17 Insurance Contracts 
 
IFRS 17 Insurance Contracts is a comprehensive new accounting standard for insurance contracts covering recognition 
and measurement, presentation and disclosure. IFRS 17 replaces IFRS 4 Insurance Contracts. IFRS 17 applies to all types 
of insurance contracts (i.e., life, non-life, direct insurance and re-insurance), regardless of the type of entities that issue 
them as well as to certain guarantees and financial instruments with discretionary participation features; a few scope 
exceptions will apply. The overall objective of IFRS 17 is to provide a comprehensive accounting model for insurance 
contracts that is more useful and consistent for insurers, covering all relevant accounting aspects. IFRS 17 is based on a 
general model, supplemented by: 
 
• A specific adaptation for contracts with direct participation features (the variable fee approach) 
• A simplified approach (the premium allocation approach) mainly for short-duration contracts. 
 
The new standard had an impact on the company’s financial statements.  
 
b) Definition of Accounting Estimates – Amendments to IAS 8 
 
The amendments to IAS 8 clarify the distinction between changes in accounting estimates, changes in accounting policies 
and the correction of errors. They also clarify how entities use measurement techniques and inputs to develop accounting 
estimates.  
 
The amended standard clarifies that the effects on an accounting estimate of a change in an input or a change in a 
measurement technique are changes in accounting estimates if they do not result from the correction of prior period 
errors.   
 
The previous definition of a change in accounting estimate specified that changes in accounting estimates may result from 
new information or new developments. Therefore, such changes are not corrections of errors. This aspect of the definition 
was retained by the Board.                       
 
 The amendments had no impact on the Company’s financial statements.    

 
c) Disclosure of Accounting Policies – Amendments to IAS 1 and IFRS Practice Statement 2 
 
The amendments to IAS 1 and IFRS Practice Statement 2 Making Materiality Judgements provide guidance and examples 
to help entities apply materiality judgements to accounting policy disclosures. The amendments aim to help entities 
provide accounting policy disclosures that are more useful by replacing the requirement for entities to disclose their 
‘significant’ accounting policies with a requirement to disclose their ‘material’ accounting policies and adding guidance on 
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how entities apply the concept of materiality in making decisions about accounting policy disclosures. The amendments 
have had an impact on the Company’s disclosures of accounting policies, but not on the measurement, recognition or 
presentation of any items in the Company’s financial statements.    
 
d) Deferred Tax related to Assets and Liabilities arising from a Single Transaction – Amendments to IAS 12 
The amendments to IAS 12 Income Tax narrow the scope of the initial recognition exception, so that it no longer applies 
to transactions that give rise to equal taxable and deductible temporary differences such as leases and decommissioning 
liabilities. The amendments had no impact on the Group’s consolidated financial statements. 

    
e) International Tax Reform—Pillar Two Model Rules – Amendments to IAS 12 
 
The amendments to IAS 12 have been introduced in response to the OECD’s BEPS Pillar Two rules and include:  
• A mandatory temporary exception to the recognition and disclosure of deferred taxes arising from the jurisdictional 
implementation of the Pillar Two model rules; and  
 
• Disclosure requirements for affected entities to help users of the financial statements better understand an entity’s 
exposure to Pillar Two income taxes arising from that legislation, particularly before its effective date.  
 
In periods in which Pillar Two legislation is (substantively) enacted but not yet effective, the amendment requires 
disclosure of known or reasonably estimable information that helps users of financial statements understand the entity’s 
exposure arising from Pillar Two income taxes including both qualitative and quantitative information about its exposure 
to Pillar Two income taxes at the end of the reporting period. For example: 
 
a) Qualitative information such as how an entity is affected by Pillar Two legislation and the main jurisdictions in which 
exposures to Pillar Two income taxes might exist, and  
b) Quantitative information such as:  
• An indication of the proportion of an entity’s profits that might be subject to Pillar Two income taxes and the average 
effective tax rate applicable to those profits; or  
• An indication of how the entity’s overall effective tax rate would have changed if Pillar Two legislation had been effective.  
 
Once the legislation is effective, additional disclosures are required for the current tax expense related to Pillar Two 
income taxes. The requirements apply for annual reporting periods beginning on or after 1 January 2023, but not for any 
interim periods ending on or before 31 December 2023.  The Group has reviewed its corporate structure in light of the 
introduction of Pillar Two Model Rules in the various jurisdictions in which it operates. The Group has determined that it 
will not be subject to Pillar Two taxes once the legislation becomes effective since its effective tax rate is above 15% in all 
the jurisdictions in which it operates. Therefore, as the related Pillar Two disclosures are not required, the amendments 
will have no impact on the Company’s consolidated financial statements at 31 December 2023. 
 

2.35 S t a n d a r d s  issued but not yet effective 
 

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of 
the Company’s financial statements are disclosed below. 
 
a. Amendments to IFS 16: Lease Liability in a Sale and Leaseback 
 
In September 2022, the IASB issued amendments to IFRS 16 to specify the requirements that a seller-lessee  
uses in measuring the lease liability arising in a sale and leaseback transaction, to ensure the seller-lessee does not 
recognize any amount of the gain or loss that relates to the right of use it retains.  
The amendments are effective for annual reporting periods beginning on or after 1 January 2024 and must be applied 
retrospectively to sale and leaseback transactions entered into after the date of initial application of IFRS 16. Earlier 
application is permitted, and that fact must be disclosed.  The amendments are not expected to have a material impact 
on the Company’s financial statements. 
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b. Classification of Liabilities as Current or Non-Current- Amendments to IAS 1 
 
In January 2020, the Board issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for classifying 
liabilities as current or non-current. 
The amendments clarify: 
 - What is meant by a right to defer settlement 
 - That a right to defer must exist at the end of the reporting period 
 - That classification is unaffected by the likelihood that an entity will exercise its deferral right 
 - That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a liability 
not impact its classification 
 
In addition, a requirement has been introduced to require disclosure when a liability arising from a loan agreement is 
classified as non-current and the entity’s right to defer settlement is contingent on compliance with future covenants 
within twelve months. 
The amendments are effective for annual reporting periods beginning on or after 1 January 2024 and must be applied 
retrospectively. The Company is currently assessing the impact the amendments will have on current practice and whether 
existing loan agreements may require renegotiation. 
 
c. Supplier Finance Arrangements - Amendments to IAS 7 and IFRS 7 
 
In May 2023, the IASB issued amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments:  
Disclosures to clarify the characteristics of supplier finance arrangements and require additional disclosure of such 
arrangements. The disclosure requirements in the amendments are intended to assist users of financial statements in 
understanding the effects of supplier finance arrangements on an entity’s liabilities, cash flows and exposure to liquidity 
risk. 
 
The amendments will be effective for annual reporting periods beginning on or after 1 January 2024. Early adoption is 
permitted but will need to be disclosed. 
 
The amendments are not expected to have a material impact on the Company’s financial statements. 

 
d. Lack of exchangeability – Amendments to IAS 21 
 
In August 2023, the Board issued Lack of Exchangeability-Amendments to IAS 21. The amendment to IAS 21 specifies how 
an entity should assess whether a currency is exchangeable and how it should determine a spot exchange rate when 
exchangeability is lacking. A currency is considered to be exchangeable into another currency when an entity is able to 
obtain the other currency within a time frame that allows for a normal  
administrative delay and through a market or exchange mechanism in which an exchange transaction would create 
enforceable rights and obligations. If a currency is not exchangeable into another currency, an entity is required to 
estimate the spot exchange rate at the measurement date. An entity’s objective in estimating the spot exchange rate is 
to reflect the rate at which an orderly exchange transaction would take place at the measurement date between market 
participants under prevailing economic conditions. The amendments note that an entity can use an observable exchange 
rate without adjustment or another estimation technique. The amendments will be effective for annual reporting periods 
beginning on or after 1 January 2025. Early adoption is permitted but will need to be disclosed. The amendments are not 
expected to have a material impact on the Group’s financial statements. 
 
 
e. Sale or Contribution of Assets between an Investor and its Associate or Joint Venture – Amendments to IFRS 10 
and IAS 28      
 
In December 2015, the IASB decided to defer the effective date of the amendments until such time as it has finalised any 
amendments that result from its research project on the equity method. Early application of the amendments is still 
permitted. The amendments address the conflict between IFRS 10 Consolidated Financial Statements and IAS 28 
Investments in Associates and Joint Ventures in dealing with the loss of control of a subsidiary that is sold or contributed 
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to an associate or joint venture. The amendments clarify that a full gain or loss is recognised when a transfer to an 
associate or joint venture involves a business as defined in IFRS 3 Business combinations. Any gain or loss resulting from 
the sale or contribution of assets that does not constitute a business, however, is recognised only to the extent of 
unrelated investors’ interests in the associate or joint venture. The amendments must be applied prospectively. Early 
application is permitted and must be disclosed. 
 
The amendments are intended to eliminate diversity in practice and give preparers a consistent set of principles to apply 
for such transactions. However, the application of the definition of a business is judgmental and entities need to consider 
the definition carefully in such transactions. The amendments are not expected to have a material impact on the 
Company’s financial statements. 
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Statement of Financial Position
As at 31 March 2024

2024 2023 2024 2023
Group Group Company Company

Note N'000 N'000 N'000 N'000
Assets
Cash and cash equivalents 3 9,138,322 6,564,667 8,343,587 4,718,745
Investment Securities:
Fair value through profit or loss 4 144,653 113,615 144,653 113,615
Armotised cost 4 10,169,791 7,472,050 4,736,820 3,161,226
Fair value through OCI 4 114,665 433,485 114,665 433,485
Premium Receivables 5 3,023,722 1,029,780 3,023,722 1,029,780
Reinsurance contract assets 18 2,918,506 1,647,856 2,918,506 1,647,856
Other receivables and prepayments 6 737,808 826,508 184,044 352,853
Investment in subsidiaries 7 - - 4,026,300 4,026,300
Investment properties 9 - - - -
Property, plant and equipment 10 5,454,907 5,436,390 4,428,378 4,391,555
Goodwill 11 316,884 316,884 - -
Intangible assets - Software 12 377,656 422,753 356,444 401,541
Statutory deposits 13 355,000 355,000 355,000 355,000
Deferred tax asset 17.1 21,745 21,745 21,745 21,745
Total Assets 32,773,660 24,640,733 28,653,865 20,653,701

Liabilities:
Insurance contract liabilities 18 4,901,752 4,539,202 4,901,752 4,539,202
Other contract liabilities 26 19,986 15,539 - -
Trade Payables 14 3,700,962 2,105,972 3,700,962 2,105,972
Employees retirement benefit 
obligations 15 23,933 23,933 - -
Provision and other payables 16 1,275,404 1,147,744 759,310 597,587
Income tax liabilities 17 559,676 187,033 439,910 80,876
Deferred Tax Liabilities 17.2 252,507 252,507 157,143 157,143
Total Liabilities 10,734,219 8,271,930 9,959,076 7,480,780

Share capital & reserves:
Share capital 19 6,933,333 6,933,333 6,933,333 6,933,333
Share premium 20 663,600 663,600 663,600 663,600
Statutory contingency reserves 21 3,004,829 1,900,456 3,004,829 1,900,456
Retained earnings 22 5,400,895 1,008,862 4,457,168 39,674
Component of Equity:
Asset revaluation reserve 23 3,634,971 3,634,971 3,396,185 3,396,185
Fair value reserve 24 235,984 235,984 239,673 239,673

19,873,612 14,377,206 18,694,789 13,172,921
Non Controlling interest(NCI) 38 2,165,829 1,991,597 - -
Total Equity 22,039,441 16,368,802 18,694,789 13,172,921

Total Equity & Liabilities 32,773,660 24,640,733 28,653,865 20,653,701

These financial statements were approved by the Board on 24th May 2024 and signed on its behalf by:

Mojeed Somorin Dr. Adaobi Nwakuche
Chief Financial Officer Managing Director
FRC/2017/PRO/ICAN/001/00000016849 FRC/2021/003/00000023865          

Equity attributable to equity holders of the 
parent

The statement of material accounting policies and the accompanying notes to the account form an integral part of these financial statements.
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Statement of Profit or Loss and Other Comprehensive income
For the period ended March 31, 2024

Jan-Mar 2024 Jan-Mar 2023 Jan-Mar 2024 Jan-Mar 2023
Group Group Company Company

Note N'000 N'000 N'000 N'000

Insurance revenue 27 6,372,979 1,677,921 6,372,979 1,677,921
Insurance service expenses 28 (2,687,874) (1,062,587) (2,687,874) (1,062,587)
Insurance service result before reinsurance contracts held 3,685,105 615,334 3,685,105 615,334

-
Net expenses from reinsurance contracts held 29 (1,559,635) (354,915) (1,559,635) (354,915)
Insurance service result 2,125,470 260,418 2,125,470 260,418

Interest income calculated using the effective interest 
method 32a 243,974 122,690 103,735 9,411
Net fair value gains/(losses) on financial assets at fair
value through profit or loss 4a 31,038 8,814 31,038 8,814
Net foreign exchange gain 33 4,044,240 2,085 4,044,240 2,085
Credit impairment (losses)/reversal 35 - (1,101) - (1,101)
Finance cost 15a(i). - - -
Other investment income 32b 557,538 268,875 145,560 48,610
Net investment income 4,876,790 401,363 4,324,573 67,819

-
Finance expenses from insurance contracts issued 30 (117,243) (46,349) (117,243) (46,349)
Finance income from reinsurance contracts held 31 70,949 16,173 70,949 16,173
Net insurance finance income (46,294) (30,177) (46,294) (30,177)

Net insurance and investment result 6,955,966 631,605 6,403,749 298,061
-

Other operating income 34 300,363 494,233 7,844 9,193
Other operating expenses 36 (1,042,534) (742,703) (483,045) (297,819)

-
Share of profit of associates and joint ventures
accounted for using the equity method - - -
Profit  before income tax 6,213,795 383,135 5,928,548 9,435
Tax expense 37 (543,157) (6,954) (406,680) (6,954)
Profit  for the period 5,670,639 376,181 5,521,868 2,481
Other comprehensive income: -

- -

Net acturial gains/(loss) on retirement benefit obligation 51a - - - -

Gain on revaluation of property, plant and equipment 
(net of tax) 51b - - - -
Fair value gain on financial asset at FVOCI(net of tax) 51c - - - -
Other comprehensive income, Net of tax                                                                                                                             - - - -

Total comprehensive income 5,670,639 376,181 5,521,868 2,481
-

Profit for the period, attributable to: - -
         * Non-controlling interests 174,232 11,925 - -
         * Owners' of the Parent 5,496,407 364,256 - -

5,670,639 376,181 5,521,868 2,481
Total Comprehensive Income, attributable to: -
         * Non-controlling interests - - - -
         * Owners' of the Parent - - - -

- - - -

Basic Earnings per Share 25 0.82 0.05 0.80 0.00

Items that will not be reclassified subsequently to profit or 
loss(net of tax):
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Statement of Changes in Equity
for the period  ended 31 March 2024
Group

Share Capital Share Premium
Asset revaluation 

reserve
Fair value 

reserve
Contingency 

Reserve Retained Earnings Total
Non-Controlling 

Interest Total
N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000

Balance as at 1 January 2024 6,933,333 663,600 3,634,971 235,984 1,900,456 1,008,862 14,377,206 1,991,597 16,368,802
-

Profit for the year - - - - - 5,496,407 5,496,407 174,232 5,670,639
Other Comprehensive Income: - -
Gain on revaluation of properties, plant and 
equipment - - - - - - - - -
Fair value gain on financial asset at FVOCI - - - - - - - -

Transfer of revaluation gain on disposal of PPE - - - - - - - - -
Acturial gain on retirement benefit obligation - - - - - - - - -
Total Comprehensive Income - - - - - 5,496,407 5,496,407 174,232 5,670,639
Transfer to Contingency Reserve - - - - 1,104,374 (1,104,374) - -

Transactions with owners of equity - - - - -
Dividends to equity holders - -
As at 31 March 2024 6,933,333 663,600 3,634,971 235,984 3,004,829 5,400,895 19,873,612 2,165,829 22,039,441

Share Capital Share Premium
Asset revaluation 

reserve
Fair value 

reserve
Contingency 

Reserve Retained Earnings Total
Non-Controlling 

Interest Total
N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000 N'000

Balance as at 1 January 2023 6,933,333 663,600 2,572,253 (50,953) 1,434,593 (985,525) 10,567,302 1,892,000 12,459,302
-

Profit for the year - - - - - 2,575,372 2,575,372 174,916 2,750,288
Other Comprehensive Income: - -
Gain on revaluation of properties, plant and 
equipment - - 1,127,346 - - - 1,127,346 - 1,127,346
Fair value gain on financial asset at FVOCI - - 286,937 - - 286,937 - 286,937
Transfer of revaluation gain on disposal of PPE - - (64,629) - - 64,629 - - -
Acturial gain on retirement benefit obligation - - - - - 1,266 1,266 99 1,364
Total Comprehensive Income 6,933,333 663,600 3,634,971 235,984 1,434,593 1,655,742 14,558,223 2,067,015 16,625,237
Transfer to Contingency Reserve - - - - 465,863 (465,863) - -

Transactions with owners of equity - - - - -
Dividends to equity holders (181,017) - (75,418) (256,435)
As at 31 December 2023 6,933,333 663,600 3,634,971 235,984 1,900,456 1,008,862 14,558,223 1,991,597 16,368,802
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Statement of Changes in Equity
for the period  ended 31 March 2024
Company

Share Capital Share Premium Asset revaluation reserve Fair value reserve Contingency Reserve Retained Earnings Total

N'000 N'000 N'000 N'000 N'000 N'000 N'000

Balance as at 1 January 2024 6,933,333 663,600 3,396,185 239,673 1,900,456 39,674 13,172,921

Profit for the year - - - - 5,521,868 5,521,868
Other Comprehensive Income:
Gain on revaluation of properties, plant and 
equipment

- - -

Fair value gain on financial asset at FVOCI - -

Transfer of revaluation gain on disposal of PPE - -
Total Comprehensive Income - - - - - 5,521,868 5,521,868

Transfer to Contingency Reserve - - - - 1,104,374 (1,104,374) -

As at 31 March 2024 6,933,333 663,600 3,396,185 239,673 3,004,829 4,457,168 18,694,789

Share Capital Share Premium Asset revaluation reserve Fair value reserve Contingency Reserve Retained Earnings Total

N'000 N'000 N'000 N'000 N'000 N'000 N'000
Balance as at 1 January 2023 6,933,333 663,600 2,333,468 (47,264) 1,434,593 (1,888,408) 9,429,322

Profit for the year - - - - 2,329,316 2,329,316
Other Comprehensive Income:
Gain on revaluation of properties, plant and 
equipment 1,127,346 - 1,127,346

Fair value gain on financial asset at FVOCI 286,937 286,937
Transfer of revaluation gain on disposal of PPE (64,629) 64,629 -
Total Comprehensive Income - - 3,396,185 239,673 1,434,593 505,537 1,414,283

Transfer to Contingency Reserve - - - - 465,863 (465,863) -

As at 31 December 2023 6,933,333 663,600 3,396,185 239,673 1,900,456 39,674 13,172,921
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Statement of Cashfolws for the period ended 31 March 2024

31-Mar-24 31-Dec-2023 31-Mar-24 31-Dec-2023
Cash flows from operating activities: Group Group Company Company

Notes N'000 N'000 N'000 N'000
Premium received 5,929,168 7,563,210 5,866,990 7,298,401
Commission received 397,028 655,246 397,028 655,246
Reinsurance receipts in respect of claims 452,794 295,303 452,794 295,303
Other operating income 34 300,363 838,082 7,844 115,782
Cash paid to and on behalf of employees 36 (498,485) (1,358,585) (223,390) (415,544)
Reinsurance premium paid (506,831) (1,339,558) (506,831) (1,339,558)
Insurance benefits and claims paid (1,124,813) (2,210,543) (1,024,871) (1,776,210)
Commission paid (695,631) (89,107) (695,631) (89,107)
Maintenance expenses (31,985) (168,081) (31,985) (168,081)

Cash paid to intermediaries and other suppliers (838,745) (1,191,784) (751,496) (1,107,431)
Company income tax paid 17 (161,914) (145,415) (39,046) (33,119)
Net cashflow from/(used in) operating activites 3,220,949 2,848,767 3,451,407 3,435,682

Cash flow from Investing Activities:
Purchase of property, Plant and equipment 10 (76,911) (157,266) (60,279) (61,248)
Purchase of intangible assets 12 - (424,613) - (413,357)

Proceed from sale of  property and equipment 50a - 424,313 - 411,102
Proceed from disposal of investment property 9 - 45,000 - 45,000
Dividend income 32 3,609 13,210 3,609 194,225
Interest received 397,563 1,967,187 232,449 455,782
Purchase of amortised cost investment 4v (969,213) (2,710,086) - (1,688,718)
Redemption/repayment on amortised cost
investments 4v 412,404 - -
Net cashflows (used in)/from investing activites (644,952) (429,850) 175,779 (1,057,213)

Cash flow from Financing Activities:

Investment in subsidiary 7
Deposit for shares - - - -
Dividend paid - (256,435) - -
Net cashflows from/(used in) financing activites - (256,435) - -

Net increase /(decrease) in cash and cash equivalent 2,575,997 2,162,482 3,627,185 2,378,468
Cash and cash equivalent at the 1 January 6,576,971 4,414,489 4,721,860 2,343,392
Cash and cash equivalent at the 31 March 3 9,152,969 6,576,971 8,349,045 4,721,860

The statement of material accounting policies and the accompanying notes to the account form an integral part of these financial
statements.
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