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Alliance Insurance Corporation Limited

Chairman’s Statement

Dear Shareholders,

It gives me great pleasure to present to you the Annual Report and Financial Statements for the year
ended 31st December, 2010.

Year 2010 was distinct in many respects both for the Industry and the Company. On the Industry front,
the new insurance act 2009 was implemented bringing the act in line with current realities. Competition
became further intense as many Insurance companies entered the market taking the number of Insurance
companies to 25 at the end of the year.

OPERATING ENVIRONMENT

The country also held successful Elections during the 2nd half of the year which further boosted its image
of relative stability and as a preferred destination for foreign investments in the region. Tanzania recorded
a GDP growth of 71% and inflation rate was at 8.2%.The performance of the Insurance industry as a whole
was modest. Most of the companies had seen a single digit growth and the profitability was relatively
lower compared to the previous years.

PERFORMANCE

On the company front, we had few significant changes, Alliance Life division was incorporated into a
separate company, Alliance Life Assurance Ltd for transacting life business in the country and the company
is holding 70% shares in the new life company. Alliance Life Assurance started its operations in July 2010.

As required by International Financial Reporting Standards, accounts of the company and group results
are presented.Registered and Head Office of the company has moved to our own premises at Exim
Towers in Dar es salaam and a new sales office was opened at Samora Avenue in Dar es salaam.

Total gross written premium of the group is TShs: 27,962m against TShs: 26,850m of 2009. Group
investment income has crossed TShs: 2,000m in 2010 against TShs: 1,432m of 2009. Group profit before
tax for 2010 is TShs: 1,907m against TShs: 2,422m in 2009.

THE YEAR AHEAD

We aim to further improve our product offerings by developing customer-led solutions. Consistent
improvements in our service levels have helped us in establishing our credentials with all our brokers
and clients, as a caring and concerned insurer. Alliance continues to be the ‘Insurer of Choice’ for both
corporate and individuals and we shall continue to strive to build further on the confidence placed on us
through value-addition in our services on all parameters. Our lead time for settling claims to date remains
one of the lowest in the market.

ACKNOWLEDGEMENT
| take this opportunity to thank the Commissioner of Insurance for his valuable guidance and support
during the year.

| thank all our customers, brokers and business partners for the faith and trust they have reposed in us
and without whom we would not have achieved our goals.

[would like to thank the management and staff for their commitment and tireless efforts for the organization.
My sincere thanks and gratitude to my fellow directors for their valuable contribution at the company
Board and Committee meetings.

Fal

Shaffin Jamal
Chairman

Dar es Salaam
8 February 2011
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Alliance Insurance Corporation Limited

Report of the Directors

The directors submit their report and the audited financial statements for the year ended 31 December
2010, which disclose the state of affairs of the company.

1. PRINCIPAL ACTIVITIES

The principal activities of the company are that of underwriting all classes of life and non-life insurance
risks as defined by the Insurance Act. For better service the board of directors has decided to incorporate
a new company exclusively to transact life insurance business. Company invested 70% of the shares in
the new company, Alliance Life Assurance Limited. The new company started operation from July 2010.

2. GROUP RESULTS

2010 2009
Particulars Tshs in Million Tshs in Million
Profit before tax 1,907 2,442
Tax charge (471) (554)
Profit for the year 1,436 ‘I,ST

3. SHARE CAPITAL
Theissuedand paid up share capital ofthe Group was increased in February 2010 from TShs. 3,120,000,000
to TShs. 3,510,000,000 by the issuance of bonus shares of TShs. 50,000 each to group shareholder.

4. DIVIDEND
The directors have proposed a final dividend of TShs. 5,600 per share (2009: TShs. 6,500 per share)
amounting to a total of Tshs. 393.1 million (2009: Tshs 406.6 million).

5. DIRECTORS

The directors of the company at the date of this report, who held office since 1 January 2010, except as
otherwise stated are:

Shaffin Jamal

Tanzanian — Chairman

Yogesh M Manek Tanzanian
Jayesh G Shah British
Narendra P Thaker Kenyan

Dr. Alex Nguluma Tanzanian
John H D Milne South African
Stephen Lugalia Kenyan

6. DIRECTORS’ INTERESTS
The directors do not hold any direct interest in the issued and paid-up share capital of the Company

7. TRANSFERS TO RESERVES

Company

An amount of TShs. 334 million (2009: TShs. 374 million) in respect of the general business and TShs 10
million (2009: TShs. 18 million) in respect of long term business has been transferred to a contingency
reserve account in accordance with Regulations 27 (2) and 27 (3) of The Insurance Regulations, 2009.

Additionally, TShs. 334 million (2009: TShs. 374 million) has been transferred to a capital reserve account
in accordance with Regulation 27 (1) (c) of The Insurance Regulations, 2009.

Subsidiary
An amount of TShs. 13 million in respect of long term business has been transferred to a contingency
reserve account in accordance with Regulations 27 (2) and 27 (3) of The Insurance Regulations, 2009.

Annual Report and Financial Statements for the year 2010




Alliance Insurance Corporation Limited

Report of the Directors (continuted)

8. CORPORATE GOVERNANCE

The directors are committed to the principles of good corporate governance and recognize the need
to conduct the business in accordance with generally accepted best practice. In so doing the directors
therefore confirm that:

» the board of directors met regularly throughout the year;
» they retain full and effective control over the company and monitor executive management;
» the positions of Chairman and Chief Executive are held by different people;

» the board accepts and exercises responsibility for strategic and policy decisions, the approval of
budgets and the monitoring of performance;

« they bring skills and experience from their own spheres of business to complement the professional
experience and skills of the management team;

» the board appoints executive staff and selects non-executive directors (whose appointment is subject
to confirmation by shareholders); and

« they ensure that discussions on issues of performance, policy and strategy are informed and that
debate is rigorous but constructive.

Investment Committee — which is responsible for the definition and implementation of investment policy
and authorisation of the placement of investment funds.

Audit and Risk Management Committee — which is responsible for ensuring compliance with applicable
legislation and the requirements of regulatory authorities as well as matters relating to internal controls,
internal and external audit processes, reporting and disclosure.

9. RELATED PARTY TRANSACTIONS

The company provided insurance, in the normal course of business and at arm’s length, to the majority
shareholder Union Trust Investments Limited and its subsidiaries. Details of transactions and balances
with related parties are included in note 31 to the financial statements.

10. SOLVENCY

The directors consider the company’s solvency position as shown on the statement of financial position
set out on page 15 of these financial statements to be very satisfactory. The company’s solvency margin
at 31 December 2010 exceeded the minimum required by The Insurance Act 2009, by TShs 2,007
million.

11. EMPLOYEE WELFARE

The Group entities employmentterms are reviewed annually to ensure thatthey meet statutory and market
conditions. The Group entities provides training, encouraging to take up professional examinations by
assisting financially. Medical insurance is provided for the employee, spouse and children.

12. AUDITORS

The Group auditors, PKF Tanzania have indicated their willingness to continue in office, in accordance
with the Companies Act 2002 and are eligible for reappointment.

By Order of the Board

g

Yogesh M Manek
Director

Dar es Salaam
8 February 201
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Alliance Insurance Corporation Limited

Statement of Directors’ Reponsibilities

The Companies Act 2002 requires the directors to prepare financial statements which give a true and
fair view of the state of affairs of the Company and the Group as at the end of the financial year and
of the results for that year. It also requires the directors to ensure that the company maintains proper
accounting records which disclose with reasonable accuracy the financial position of the company. The
directors are also responsible for safeguarding the assets of the company.

The directors accept the responsibility for the financial statements which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates,
consistent with previous years, and in conformity with International Financial Reporting Standards
and the requirements of the Companies Act 2002. The directors are responsible for ensuring that
the Insurance Act and Regulations have been complied with. The directors are of the opinion that the
financial statements give a true and fair view of the state of the financial affairs of the Company and
the Group as at 31 December 2010 and its operating results for the year ended. The directors further
confirm the accuracy and completeness of the accounting records maintained that may be relied upon
in the preparation of financial statements, as well as on the adequacy of the systems of internal financial
controls.

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

Approved by the board of directors on 8 February 2011 and signed on its behalf by:

Shaffin Jamal Yogesh M Manek
Chairman Director

Dar es Salaam
8 February 201
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Alliance Insurance Corporation Limited

Report of the Consulting Actuary

Actuarial Valuation as at 31 December 2010

| have conducted an acturial valuation of the life assurance business of Alliance Insurance Corporation
Limited as at 31 December 2010.

The valuation was conducted in accordance with generally accepted acturial principles and in accordance
with the requirement of the Tanzanian Insurance Act. Those principles require prudent provision for future
outgo under contracts, generally based upon the assumptions that current conditions will continue.
Provision is therefore not made for all possible contingencies.

In completing the acturial valuation, | have relied upon the audited financial statements of the
Company.

In my opinion, the Life Assurance business of the company was financially sound and the acturial value
of the liabilities in respect of all classes of life insurance business did not exceed the amount of funds of
the life assurance business as at 31 December 2010.

Nicolette Patchett

Fellow of the faculty of Actuaries
Fellow of the Actuarial Society of South Africa

25 March 2011
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Alliance Insurance Corporation Limited

Report of the Independent Auditors

TO THE MEMBERS OF ALLIANCE INSURANCE CORPORATION LIMITED

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying consolidated financial statements of Alliance Insurance Corporation
Limited (the Company) and its subsidiary (together, the Group), as set out on pages 11 to 60. These
financial statements comprise the consolidated statement of financial position as at 31 December 2010
and the consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory related notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors’ are responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standard Board (IASB) and with the requirements of the Tanzanian Companies
Act 2002. This responsibility includes: designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risk of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

OPINION

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated state of financial affairs of the Group as at 31 December 2010 and of its profits and cash
flows for the year then ended in accordance with International Financial Reporting Standards and the
requirements of the Companies Act 2002.
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Alliance Insurance Corporation Limited

Report of the Independent Auditors (continuted)

TO THE MEMBERS OF ALLIANCE INSURANCE CORPORATION LIMITED (continued)

REPORT ON OTHER LEGAL REQUIREMENTS

This report, including the opinion, has been prepared for, and only for, the Company’s members as a
body in accordance with Tanzanian Companies Act and for no other purpose.

As required by the Tanzanian Companies Act 2002, we report to you, based on our audit, that:

i)  we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit;

ii) in our opinion, proper accounting records have been kept by the company, so far as appears from
our examination of those records; and

iiiy the company’s statement of financial position and statement of comprehensive income are in
agreement with the accounting records.

PKF Tanzania Sujata Jaffer
Certified Public Accountants Engagement Partner
Dar es Salaam

18 July 2011

Ref. PKF/36/2011

(9
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Alliance Insurance Corporation Limited

Consolidated Statement of Comprehensive Income

(Amount in TShs millions)

Note assti:aence iii’::;ile 2010

Gross earned premiums 1 4132 22,998 27130
Less: premiums ceded out to re-insurers 2 (1,825) (13,676) (15,501)
NET EARNED PREMIUMS 2,307 9,322 11,629
Investment income 3 126 1,895 2,021
Commissions earned 4 - 3,422 3,422
Other income 5 1 (15) (14)
NET INCOME 2,434 14,624 17,058
Claims and policy holders benefits payable 6 2,256 11,403 13,659
Less: amounts recoverable from reinsurers 6 (1,154) (5,827) (6,981)
NET CLAIMS PAYABLE 1102 5,576 6,678
Operating and other expenses 7 968 3,094 4,062
Commission expense 9 575 3,836 4,41
EXPENSES 2,645 12,506 15,151
Profit before tax (21) 218 1,907
Tax charge 10 (20) (451) (471)
PROFIT FOR THE YEAR (231) 1,667 1,436
Attributable to:

Owners of the parent 1,509
Non controlling interest (73)
Total comprehensive income for the year 1,436
Earnings per share (TShs in ‘000’)- basic 1" 20

Comparative figures shown in page 12

The significant accounting policies on pages 22 to 33 and the notes on pages 34 to 60 form an integral

part of these financial statements.

Report of the independent auditors - pages 9 and 10
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Alliance Insurance Corporation Limited

Consolidated Statement of Comprehensive Income

(Amount in TShs millions)

Life General
Note  ,ssurance insurance 2009
Gross earned premiums 1 3,272 22,154 25,426
Less: premiums ceded out to re-insurers 2 (1,412) (1218) (13,530)
NET EARNED PREMIUMS 1,860 10,036 11,896
Investment income 3 120 1,312 1,432
Commissions earned 4 - 2,867 2,867
Other income 5 - - -
NET INCOME 1,980 14,215 16,195
Claims and policy holders benefits payable 6 867 12,243 13,110
Less: amounts recoverable from reinsurers 6 (494) (5,777) (6,271)
NET CLAIMS PAYABLE 373 6,466 6,839
Operating and other expenses 7 514 2,489 3,003
Commission expense 9 475 3,436 3,91
EXPENSES 1,362 12,391 13,753
Profit before tax 618 1,824 2,442
Tax charge 10 - (554) (554)
PROFIT FOR THE YEAR 618 1,270 1,888
Total comprehensive income for the year - - 1,888
Earnings per share (TShs in ‘000’) - basic - Restated " - - 27

@
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Alliance Insurance Corporation Limited

Company Statement of Comprehensive Income

(Amount in TShs millions)

Note asstirfae nce ir?sir::lile 2010
Gross earned premiums 1 1,784 22,998 24,782
Less: premiums ceded out to re-insurers 2 (808) (13,676) (14,484)
NET EARNED PREMIUMS 976 9,322 10,298
Investment income 3 65 1,895 1,960
Commissions earned 4 - 3,422 3,422
Other income 5 - (15) (15)
NET INCOME 1,041 14,624 15,665
Claims and policy holders benefits payable 6 1,283 11,403 12,686
Less: amounts recoverable from reinsurers 6 (847) (5,827) (6,674)
NET CLAIMS PAYABLE 436 5,576 6,012
Operating and other expenses 7 379 3,094 3,473
Commission expense 9 216 3,836 4,052
EXPENSES 1,031 12,506 13,537
Profit before tax 10 2,118 2,128
Tax charge 10 - (451) (451)
PROFIT FOR THE YEAR 10 1,667 1,677
Total comprehensive income for the year 10 1,667 1,677

The significant accounting policies on pages 22 to 33 and the notes on pages 34 to 60 form an

integral part of these financial statements.

Report of the independent auditors - pages 9 and 10

Annual Report and Financial Statements for the year 2010




Alliance Insurance Corporation Limited

Company Statement of Comprehensive Income

(Amount in TShs millions)

Life General
Note  ,ssurance insurance 2009
Gross earned premiums 1 3,272 22154 25,426
Less: premiums ceded out to re-insurers 2 (1,412) (12,18) (13,530)
NET EARNED PREMIUMS 1,860 10,036 11,896
Investment income 3 120 1,312 1,432
Commissions earned 4 - 2,867 2,867
Other income 5 - - -
NET INCOME 1,980 14,215 16,195
Claims and policy holders benefits payable 6 867 12,243 13,110
Less: amounts recoverable from reinsurers 6 (494) (5,777) (6,271)
NET CLAIMS PAYABLE 373 6,466 6,839
Operating and other expenses 7 514 2,489 3,003
Commission expense 9 475 3,436 3,91
EXPENSES 1,362 12,391 13,753
Profit before tax 618 1,824 2,442
Tax charge 10 - (554) (554)
PROFIT FOR THE YEAR 618 1,270 1,888
Total comprehensive income for the year 618 1,270 1,888
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Alliance Insurance Corporation Limited

| Consolidated Statement of Financial Position

(Amount in TShs millions)

Note Life . General 2010
assurance insurance

CAPITAL EMPLOYED

Share capital 13 - 3,510 3,510
Capital reserve 14 — 336 336
Contingency reserve 14 102 2193 2,295
Fair value reserve 15 — 1190 1190
Retained earnings 16 (178) 1,590 1,412
Proposed dividend 12 — 393 393
Equity attributable to owners of parent (76) 9,212 9,136
Non controlling interest 374 — 374
Total equity 298 9,212 9,510
REPRESENTED BY
Assets
Property, plant and equipment 18 272 1,565 1,837
Intangible assets 19 4 105 109
Deferred tax Asset 20 - 143 143
Investment in subsidiary (1,050) 1,050 -
Investment in Associates - 45 45
Loans to Associates - 290 290
Financial assets 21 3,154 14,286 17,440
Reinsurance arrangements debtors 1 991 992
Receivables arising out of direct insurance arrangements 22 376 1,050 1,426
Reinsurers’ share of insurance contract liabilities 23 632 10,312 10,944
Deferred acquisition costs 24 - 57 57
Other receivables 25 46 105 151
Tax receivable 15 - 15
Cash and cash equivalents 26 258 229 487
3,708 30,228 33,936
Liabilities
Insurance contract liabilities 17 2,727 7,619 10,346
Provisions for unearned premium and unexpired risks 27 - 11,606 11,606
Reinsurance arrangement creditors 556 913 1,469
Deferred tax liability 20 " - 1
Tax payable - 152 152
Other payables 28 174 668 842
Intercompany balance (58) 58 —
Total liabilities 3,410 21,016 24,426
Total net assets 298 9,212 9,510

The financial statements on pages 11 to 60 Were approved for issue by the board of directors on 8 February
2011 and signed on its behalf by:

ghafﬁn Jamal

K V A Krishnan
Chairman Director Managing Director

The significant accounting policies on pages 22 to 33 and the notes on pages 34 to 60 form an integral part
of these financial statements.

Report of the independent auditors - pages 9 and 10

®
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Alliance Insurance Corporation Limited

Consolidated Statement of Financial Position

(Amount in TShs millions)

Note Life . General 2009
assurance insurance

CAPITAL EMPLOYED

Share capital 13 - 3,120 3,120
Capital reserve 14 - 377 377
Contingency reserve 14 79 1,859 1,938
Fair value reserve 15 - 1,016 1,016
Retained earnings 16 - 998 998
Proposed dividend 12 - 406 406
Equity attributable to owners of parent 79 7776 7,855
Non controlling interest - - -
Total equity 79 7776 7,855
REPRESENTED BY

Assets

Property, plant and equipment 18 31 1,413 1,444
Intangible assets 19 - 140 140
Deferred tax Asset 20 - 61 61

Investment in Associates - - -

Loans to Associates - — _

Financial assets 21 2,559 13,063 15,622
Reinsurance arrangements debtors - 535 535
Receivables arising out of direct insurance arrangements 22 368 3,067 3,435
Reinsurers’ share of insurance contract liabilities 23 232 11,909 12,141
Deferred acquisition costs 24 — 215 215
Other receivables 25 - 80 80
Cash and cash equivalents 26 6 162 168
3,196 30,645 33,841
Liabilities
Insurance contract liabilities 17 1,723 10,461 12,184
Provisions for unearned premium and unexpired risks 27 - 10,772 10,772
Reinsurance arrangement creditors 1,394 853 2,247
Other payables 28 - 783 783
Total liabilities 3,117 22,869 25,986
Total net assets 79 7776 7,855

(9
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Alliance Insurance Corporation Limited

Company Statement of Financial Position

(Amount in TShs millions)

Note asstlrf:nce ir?sirr‘ae;ile 2010

CAPITAL EMPLOYED
Share capital 13 - 3,510 3,510
Capital reserve 14 - 336 336
Contingency reserve 14 89 2,193 2,282
Fair value reserve 15 - 1190 1190
Retained earnings 16 - 1,589 1,589
Proposed dividend 12 - 393 393
Total equity 89 9,211 9,300
REPRESENTED BY
Assets
Property, plant and equipment 18 - 1,565 1,565
Intangible assets 19 - 105 105
Deferred tax Asset 20 - 143 143
Investment in subsidiaries - 1,050 1,050
Investment in Associates - 45 45
Loans to Associates - 290 290
Financial assets 21 1,640 14,286 15,926
Reinsurance arrangements debtors 1 991 992
:rergiis\jlzrl::itz:rising out of direct insurance 2 B 1050 1050
Reinsurers’ share of insurance contract liabilities 23 486 10,311 10,797
Deferred acquisition costs 24 - 57 57
Other receivables 25 - 105 105
Cash and cash equivalents 26 31 229 260

2,158 30,227 32,385
Liabilities
Insurance contract liabilities 17 2,017 7,619 9,636
Provisions for unearned premium & unexpired risks 27 - 11,606 11,606
Reinsurance arrangement creditors 52 913 965
Tax payable - 152 152
Other payables 28 - 726 726
Total liabilities 2,069 21,016 23,085
Total net assets 89 9,211 9,300

The significant accounting policies on pages 22 to 33 and the notes on pages 34 to 60 form an integral

part of these financial statements.

Report of the independent auditors - pages 9 and 10
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Alliance Insurance Corporation Limited

Company Statement of Financial Position

(Amount in TShs millions)

Life General
Note . 2009
assurance insurance

CAPITAL EMPLOYED

Share capital 13 - 3120 3120
Capital reserve 14 - 377 377
Contingency reserve 14 79 1,859 1,938
Fair value reserve 15 - 1,016 1,016
Retained earnings 16 - 998 998
Proposed dividend 12 - 406 406
Total equity 79 7,776 7,855
REPRESENTED BY

Assets

Property, plant and equipment 18 31 1,413 1,444
Intangible assets 19 - 140 140
Deferred tax Asset 20 - 61 61

Investment in Associates - - -

Loans to Associates - — _

Financial assets 21 2,559 13,063 15,622
Reinsurance arrangements debtors - 535 535
Receivables arising out of direct insurance arrangements 22 368 3,067 3,435
Reinsurers’ share of insurance contract liabilities 23 232 11,909 12,141
Deferred acquisition costs 24 - 215 215
Other receivables 25 - 80 80
Cash and cash equivalents 26 6 162 168
3,196 30,645 33,841
Liabilities
Insurance contract liabilities 17 1,723 10,461 12,184
Provisions for unearned premium and unexpired risks 27 - 10,772 10,772
Reinsurance arrangement creditors 1,394 853 2,247
Other payables 28 - 783 783
Total liabilities 317 22,869 25,986
Total net assets 79 7,776 7,855

(9
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Alliance Insurance Corporation Limited
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Alliance Insurance Corporation Limited

Consolidated Statement of Cash Flow

(Amount in TShs millions)

2010 2010 2009

Note Company Group Group
Operating activities
Cash generated from operations 30 653 1,161 2,430
Tax paid (424) (448) (522)
Net cash generated from operating activities 229 713 1,908
Investing activities
Purchase of plant and equipment (350) (650) (1,388)
Purchase of intangible assets - (5) (50)
Purchase of financial assets (3,936) (5,449) (898)
Purchase of shares in related parties (1,095) (45) -
Proceeds from disposal of financial assets 3,806 3,806 -
Proceeds from disposal of property, plant
and equipment >4 o B
Interest received 985 1,045 1,274
Dividends received 239 239 158
Net cash used in investing activities (297) (1,005) (904)
Financing activities
Loan to associate (290) (290) -
Proceeds from issue of shares - 450 -
Dividends paid — ordinary shareholders (405) (405) (884)
Net cash used in financing activities (695) (245) (884)
(Decrease) / Increase in cash and cash equivalents (763) (537) 120
Movement in cash and cash equivalents
At start of year 324 324 204
(Decrease) / Increase (763) (537) 120
Efieacstho;sji(;k:l\ggé rates changes on cash 699 700 B
At end of year 26 260 487 324

The significant accounting policies on pages 22 to 33 and the notes on pages 34 to 60 form an
integral part of these financial statements.

Report of the independent auditors - pages 9 and 10
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Alliance Insurance Corporation Limited

1. GENERAL INFORMATION

Alliance Insurance Corporation is incorporated in Tanzania under the Companies Act 2002 and is
domiciled in Tanzania. The address of its registered office is: 7th Floor, Exim Tower, Ghana Avenue, P.O.
Box 9942, Dar es Salaam.

The Group’s principal activities relates to underwriting all classes of life assurance and non-life insurance
(General Insurance) risks as defined by the Insurance Act. Life assurance business relates to underwriting
of risks relating to Group Life/Disability insurance (providing benefits to employee’s beneficaries), Group
credit life (covers risk for employers or financial institutions which have advances loans to borrowers),
Group funeral Insurance (provides burial expense benefits to employees or members of an affinity group)
and Keyman insurance risks. General insurance business relates to all other categories of short term
insurance business written by the Group, analysed into several sub classes of business based on the
nature of the assumed risks.

With a view to provide better services to customers, Alliance Life Assurance Limited was incorporated,
during the year, as a new subsidiary within the group, to exclusively transact life assurance business.
The new company started commerical operations from 1 July 2010 and these consolidated financial
statements includes the results of this new subsidiary for six months ended 31 December 2010.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

a) Basis of preparation

These financial statements are the consolidated financial statements of Alliance Insurance corporation
Limited, a company registered in Tanzania, and its subsidiary (together ‘the Group’)

These consolidated financial statements have been preparedin accordance with International Financial
Reporting Standards (IFRS) as issued by the IASB. The measurement basis used is the historical cost
basis except where otherwise stated in the accounting polices below.

The preparation of financial statements in conformity with IFRS requires use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the
group’s accounting policies. The areas involving a higher degree of judgement or complexity or where
assumptions and estimates are significant to the financial statements are discussed in (c) & (d) below.

Adoption of new and revised International Financial reporting standards

The following new accounting standards or amendments to and interpretations of standards relevant
to the Group have been implemented for the financial year beginning January 1, 2010 with no material
impact on the Group’s financial position or performance.

(i) Standards, amendments and interpretations effective as of 1 January 2010 and relevant for the
Group’s operations.

IAS 10n ‘Presentation of financial statements’ (effective on or after 1 January 2010). The amendment
is part of the IASB’s annual improvements project published in April 2009 and provides clarification
that the potential settlement of a liability by the issue of equity is not relevant to its classification
as current or non-current. By amending the definition of current liability, the amendment permits a
liability to be classified as non-current (provided that the entity has an unconditional right to defer
settlement by transfer of cash or other assets for at least 12 months after the accounting period)
notwithstanding the fact that the entity could be required by the counterparty to settle in shares at
any time. The adoption of this amendment does not have any material impact on the consolidated
financial statements.

)
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Standards, amendments and interpretations effective as of 1 January 2010 and relevant for the
Group’s operations (continued)

In January 2008, the International Accounting Standards Board (IASB) issued the revised IFRS 3
“Business Combinations”. The standard is effective for reporting periods beginning on or after July
1, 2009. The revised standard continues to apply the acquisition method to business combinations,
with some significant changes. For example, all payments to purchase a business are to be recorded
at fair value at the acquisition date, with contingent consideration that are classified as debt being
subsequently re-measured at fair value through the income statement. The standard permits advice
to be made in respect of each acquisition to measure the non-controlling interests in the acquiree
either at fair value or at the non-controlling interests’ proportionate share of the acquiree’s net assets.
All acquisition-related costs must be expensed.

In January 2008, the IASB issued amendments to IAS 27 “Consolidated and Separate Financial
Statements”. The amendments are effective for reporting periods beginning on or after July 1, 2009.
The amended standard requires the effects of all transactions with non-controlling interests to be
recorded in equity if there is no change in control and these transactions will no longer give rise to
goodwill or gains and losses.

In July 2008, the IASB issued amendments to IAS 39 “Eligible Hedged ltems”. The amendments are
mandatory for reporting periods beginning on or after July 1, 2009. The amendments clarify how
the principles that determine whether a hedged risk or portion of cash flows is eligible for hedge
designation should be applied in particular situations.

InNovember 2008, International Financial Reporting Interpretations Committee (IFRIC) 17 “Distributions
of Non-cash Assets to Owners” was issued. IFRIC 17 is effective for reporting periods beginning on
or after July 1, 2009. The interpretation clarifies when a dividend payable should be recognized and
how distributions of assets other than cash should be measured when an entity pays dividends to
its owners.

In April 2009, the IASB issued several minor amendments as part of the IASB’s annual improvements
project. The amendments are effective for reporting periods beginning on or after January 1, 2010 with
the exception of amendments regarding IFRS 5 “Non-current Assets Held for Sale and Discontinued
Operations”, IAS 38 “Intangible Assets”, IFRIC 9 “Reassessment of Embedded Derivatives” and IFRIC
10 “Interim Financial Reporting and Impairment” which are effective for reporting periods beginning
on or after July 1, 2009.

(i) The following standards, amendments and interpretations of existing published standards are
not yet effective but are relevant to the Group’s operations. The Group is currently evaluating
the impact of adopting these standards, amendments and interpretations, but is not expecting a
significant impact, unless otherwise stated.

In November 2009, the IASB issued amendments to IAS 24 “Related Party Disclosures”. The
amendments will be effective for reporting periods beginning on or after January 1, 2011. The
amendment provides a partial exemption from the disclosure requirements for government-related
entities and clarifies the definition of a related party.

In October 2009, the IASB issued amendments to IAS 32 “Classification of Rights Issues”. The
amendments will be effective for reporting periods beginning on or after February 1, 2010. The
amendment addresses the accounting for rights issues (rights, options or warrants) that are
denominated in a currency other than the functional currency of the issuer. The amendment requires
that, provided certain conditions are met, such rights issues are classified as equity regardless of the
currency in which the exercise price is denominated.

)
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(ii) The following standards, amendments and interpretations of existing published standards are
not yet effective but are relevant to the Group’s operations. The Group is currently evaluating
the impact of adopting these standards, amendments and interpretations, but is not expecting a
significant impact, unless otherwise stated (continued)

In May 2010, the IASB issued amendments to IFRS resulting from the IASB’s annual improvement
project. These amendments will be effective for annual periods beginning on or after January 1,
20M1. The amendments primarily comprise clarification to presentation, disclosure and measurement
provisions related to a several IFRS standards.

In December 2010, the IASB issued amendments to IAS 12 “Income Taxes”. The amendments will
be effective for reporting periods beginning on or after January 1, 2012. The amendments provide
a practical approach for measuring deferred taxes when investment property is measured using
the fair value model.

In November 2009, the IASB issued IFRIC Interpretation 19 ‘Extinguishing Financial Liabilities
with Equity Instruments’ which clarifies the accounting when the terms of a financial liability are
renegotiated and result in the issue of equity instruments by an entity to settle, in full or in part, that
financial liability. The interpretation is effective for annual periods beginning on or after July 1, 2010
with earlier application being permitted.

In November 2009, as part of the phased project to replace IAS 39 “Financial Instruments:
Recognition and Measurement”, the IASB issued IFRS 9 “Financial Instruments” which reconsiders
the classificationand measurement of financial assets. Underthe new requirements, the classification
of financial assets is based on how the reporting entity manages these assets (business model)
and on the contractual cash flow characteristics of the specific financial assets. The measurement
of financial assets will be either amortized cost or fair value through profit or loss, whereby for
equity instruments an irrevocable election can be made on an instrument-by-instrument basis to
record fair value through other comprehensive income (OCI). In October 2010, the IASB completed
the first phase of IFRS 9 “Financial Instruments” by carrying forward unchanged most of the
requirements in IAS 39 regarding the classification and measurement of financial liabilities. The
requirements related to the fair value option for financial liabilities were amended insofar as the
effects of changes in a liability’s credit risk will be recorded in OCI rather than through the income
statement, unless this presentation creates an accounting mismatch. Also, the IASB has carried
forward to IFRS 9 the existing IAS 39 requirements related to the derecognition of financial assets
and financial liabilities. IFRS 9 will be effective for reporting periods beginning on or after January
1, 2013, with earlier adoption permitted. The Group plans to assess the impact of this standard on
its financial statements in conjunction with the revised standard on IFRS 4 “Insurance Contracts”
which is expected to be released in 2011. Changes to the IFRS timetable may have an impact on
this approach.

(b) Consolidation policy
(i) Subsidiaries.
A subsidiary is a company controlled, directly or indirectly by Alliance Insurance corporation
Limited, where control is defined as the power to govern the financial and operating policies of
an enterprise so as to obtain benefits from its activities. This control is normally evidenced when
Alliance Insurance Corporation Limited owns, either directly or indirectly more than 50% of the
voting rights or currently exercisable potential voting rights of a company’s share capital. Balances
and transactions with the subsidiary that result in unrealised income are eliminated to the extent of
the Group’s interest in the associated companies.

2
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Consolidation policy (continued)

(ii) Investment in associates

An associate is an entity over which the group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investment in an
associate is accounted for by the equity method of accounting and is initially recognized at cost.

The Group’s share of its associates’ post acquisition profits or losses is recognised in the profit and
loss account, and its share of post-acquisition movements in reserves is recognised in reserves.
The cumulative post acquisition movements are adjusted against the carrying amount of the
investment. When the group’s share of losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on behalf of the associate. Unrealised gains
on transactions between the Group and its associates are eliminated to the extent of the group’s
interest in the associates. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the policies adopted by the Group.

(iii) Functional currency and translation of foreign currencies
Functional and presentation currency

ltems included in the financial statements of each of the functional currency of the Group’s
entities are measured using the currency of the primary economic environment in which the
entity operates (‘the functional currency’). The consolidated financial statements are presented in
Tanzania Shillings, which is the entities’ functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency of the respective entity
using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such transactions and from the translation at year
end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement.

Translation differences on non-monetary financial assets, such as equities classified as available
for sale financial assets, are included in the available-for-sale reserve in equity.

(c) Critical accounting estimates and assumptions

In the process of applying the group entities’ accounting policies, the group entities’ management
makes certain estimates and assumptions about future events. In practice, the estimated and assumed
results would differ from the actual results. Such estimates and assumptions, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year, are described below:

(i) Provision for unearned premium

Unearned premium reserves are calculated using the 1/24th method for all classes. The assumption
made is that the premiums are written equally throughout the month.

D
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Critical accounting estimates and assumptions (continued)

(ii) Provision for claims

Provision for claims is calculated either on case to case basis or by approximation on the basis
experience and best available information as at the date of statement of financial position, and the
experience of the management is used in addition to the best available information as at the year-
end. Guidance is also taken from the group entities’ legal departments in relation to the reserves
to be maintained on particular claims. Provisions have also been made for claims incurred but
not reported (IBNR) which is calculated at greater of 20% of the outstanding claims or 5% of net
premiums earned, as prescribed in Regulations 27 (2) (a) of The Insurance Regulations, 2009.

The adequacy of provision for claims is evaluated each year using standard actuarial techniques,
historical experience and expectation of future events that are believed to be reasonable under
prevailing circumstances. In addition, IBNR reserves are set to recognize the estimated costs of
losses that have occurred but which have not yet been notified to the group entities.

(d) Critical accounting judgements

In the process of applying the entities’ accounting policies, the entities’ management do make certain
judgements, that are continuously assessed based on prior experience and other determinants,
including expectations of future events, that, under the circumstances are deemed to be reasonable,
as described below:

(i) Government securities

The government securities are classified as held-to-maturity as the entity does not have any
intention to sell them before the maturity date. This is also demonstrated based on the entity’s
past events of the preceding two years.

(ii) Quoted and unquoted shares

The quoted and unquoted shares are classified as available-for-sale and carried at fair value as
the management have indicated that these may be sold in response to the liquidity needs of the
entities.

(iii) Non financial assets

The group entities review their non financial assets to assess the likelihood of impairment on an
annual basis. In determining whether such assets are impaired, the management makes judgements
as to whether there are any conditions that indicate potential impairment of such assets.

(iv) Deferred acquisition costs

For general business commission costs that vary with and are related to securing new contracts
and renewing existing contracts are capitalised as deferred acquisition costs (DAC). All other costs
are recognised as expenses when incurred. The DAC is subsequently amortised over the life of the
contracts using the 1/24 method and tested for impairment at each statement of financial position
date. Any amount not recoverable is expensed in the statement of comprehensive income.

Deferred acquisition costs are derecognised when the related contracts are settled or disposed off.

(e) Underwriting results

The underwriting results for general business are determined on an annual basis whereby the
incurred cost of claims, commissions and related expenses are charged against the earned portion
of premiums, net of reinsurance, as follows:

D
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Underwriting results (continued)

General insurance business

() Premiums written relates to risks assumed during the year and includes estimates of premiums
due but not yet received, less an allowance for cancellations and less unearned premiums.
Premiums are shown before deduction of commission and are gross of any taxes or duties levied
on premiums.

Revenue fromrisks underwritten comprises the fair value of the consideration received or receivable
for underwriting the risk in the ordinary course of business less rebates and discounts. The entities
recognise revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and when the specific criteria have been met for
the entities’ activities. The amount of revenue is not considered to be reliably measured until all
contingencies relating to the underwriting of the risks have been resolved. The group entities
base their estimates on historical results, taking into consideration the type of customer, type of
transaction and specifics of each arrangement.

(i) Unearned premiums represents the proportion of the premiums written (gross of reinsurance) in
periods up to the accounting date which related to the unexpired terms of policies in force at the
statement of financial position date and are calculated using the 1/24th method.

(iiiy Claims incurred comprise claims paid in the year and changes in the provision for outstanding
claims. Claims paid represent all payments made during the year, whether arising from events
during that year or earlier years.

(iv

—

Provision for outstanding claims represents the best judgement estimate of cost of settling all
claims arising from incidents occurring up to to the statement of financial position date. Provision
for outstanding claims are computed on the basis of the best available information at the time
the records for that year are closed and include provisions for claims incurred but not reported
(IBNR), calculated at 20% of the outstanding claims or 5% of net premium earned, as prescribed in
regulations 27 (2) (a) of The Insurance Regulations, 2009.

(v) Expenses and commissions are allocated to the relevant revenue accounts as incurred in the
management of each class of business. Commissions received and paid are shown gross. Certain
expenses of general insurance business being depreciation, provision for impairment of premium
receivable and audit fees, are not allocated to the revenue account but charged directly to the
statement of comprehensive income.

Life assurance business

(i) Premiums written — premium in respect of the life assurance policies is recognized as income
when due from the policyholders. Remiums are shown before deduction of commissions.

(ii) Claims incurred comprise claims paid in the year and changes in the provision for outstanding
claims. Claims paid represent all payments made during the year, whether arising from events
during that year or earlier years.

(iii) Provisions for claims represent the best judgement estimate of cost of settling all claims arising
from incidents occurring up to to the statement of financial position date. Outstanding claims are
computed on the basis of the best available information at the time the records for the year are
closed.

(iv)Long term liabilities
Actuarial valuation is used to arrive at the long term liabilities of each sub class of business.

)
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Commission received

The entities do earn commission in respect of the business ceded to re-insurers. Commission is
recognized over the life of the contract.

(g) Liability adequacy test

At each reporting date the group entities perform a liability adequacy test on their insurance liabilities
less related deferred acquisition costs and intangible assets to ensure that the carrying values are
adequate, using current estimates of future cash flows, taking into account the relative investment
return. If the assessment shows that the carrying amount of the liabilities is inadequate, any deficiency
is recognised as an expense to the income statement initially by writing off the intangible assets and
subsequently by recognising an additional liability for claims provisions or recognising a provision for
unexpired risks. The unexpired risks provision is assessed in aggregate for business classes which
are managed together.

(h) Salvage and subrogation reimbursements.

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

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

Re-imbursements are also considered as an allowance in the measurement of the insurance liability
for claims and are recognised in other assets when the liability is settled. The allowance is the
assessment of the amount that can be recovered from the action against the liable third party

(i) Reinsurance arrangements

Contracts entered into by the group entities with reinsurers under which the entities are compensated
forlosses on one or more contracts issued by the entities and that meet the classification requirements
for insurance contracts are classified as reinsurance arrangements. Contracts that do not meet these
classification requirements are classified as financial assets. Insurance contracts entered into by a
group entity under which the contract holder is another insurer (inwards reinsurance) are included
within insurance arrangements. The benefits to which the entity is entitled under its reinsurance
contracts held are recognised as reinsurance assets.

Amounts recoverable from or due to reinsurers are measured consistently with the amounts associated
with the reinsured insurance contracts and in accordance with the terms of each reinsurance contract.
Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are recognised
as an expense when due.

(j) Translation of foreign currencies

Transactions in foreign currencies during the year are converted into Tanzania Shillings (the functional
currency), at rates ruling at the transaction dates. Assets and liabilities at the balance sheet date
which are expressed in foreign currencies are translated into Tanzania Shillings at rates ruling at that
date. The resulting differences from conversion and translation are dealt with in the statement of
comprehensive income in the year in which they arise.

(k) Property and equipment

All plant and equipment is initially recorded at cost and thereafter stated at historical cost less
depreciation. Historical cost comprises expenditure initially incurred to bring the asset to its location
and condition ready for its intended use.

D
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Alliance Insurance Corporation Limited

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Property and equipment (continued)

Subsequent costs are 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 a group entity and the cost can be reliably measured. The carrying amount of the replaced part
is derecognised. All other repairs and mai