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EQUITY ASSURANCE PLC 
 

ANNUAL REPORT AND FINANCIAL STATEMENTS 
 

FINANCIAL HIGHLIGHTS 
 
 
 
 2  0  0  7 2   0   0   6 Increase/ 

[decrease] 
 N’000 N’000 % 
    
Fixed assets 966,538 170,840 466 
    
Investments 2,929,977 48,411 5,952 
    
Statutory deposit 300,000 20,000 1,400 
    
Contingency reserve 117,379 19,808 493 
    
Paid-up capital 3,853,941 240,127 1,505 
    
Earned premium 1,293,016 223,604 478 
    
Profit before taxation 498,705 55,872 792 
    
Taxation 53,664 1,741 2,982 
    
Profit before taxation 445,041 54,131 722 
    
Stock Exchange Quotation at 31 December (kobo) 235 84 180 
    
    
PER SHARE DATA    
Earnings per share (Kobo)    
      Actual 6 11  
      Adjusted 6 1  
    
Net assets per share (Kobo)    
      Actual 65 86  
      Adjusted 65 5  
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Report of the Joint Auditors to the Members of Equity Assurance Plc. 
 
Report on the Financial Statements 

We have audited the financial statements of Equity Assurance Plc as at December 31, 2007 set out on pages 7 to 22 which 

have been prepared on the basis of the accounting policies set out on pages 5 and 6. 

 

Respective Responsibilities of Directors and Auditors 

In accordance with the Companies and Allied Matters Act CAP C20 LFN 2004, the company’s directors are responsible for 

the preparation of the financial statements. Our responsibility is to form a independent opinion based on our audit, on the 

financial statements and to report our opinion to the members of the company. 

We conducted our audit in accordance with international standards on auditing issued by the International federation of 

Accountants. An Audit includes an examination, on a test basis, of evidence relevant to the amounts and disclosures in the 

financial statements. It also includes an assessment of the significant estimates and judgments made, by the directors in the 

preparation of the financial statements, and of whether the accounting policies are, appropriate to the company’s 

circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations, which we considered necessary in 

order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material 

misstatement. In forming our opinion, we also evaluated the overall adequacy of the presentation of information in the 

financial statements and assessed whether the company’s accounting records have been properly kept. We have obtained all 

the information and explanations required for the purpose of our audit. 

 

Opinion 

In our opinion, the company has kept proper accounting records and the financial statements are in agreement with the 

records. The Financial Statements, drawn up in conformity with the generally accepted accounting standards in Nigeria, 

give a true and fair view of the state of the Company’s affairs as at December 31, 2007 and of the profit and cash flows for 

the year ended on the date, and have been properly compiled in accordance with the Companies and Allied Matters Act 

CAP C20 LFN 2004, the Insurance Act CAP 117 LFN 2004, relevant circulars issued by the National Insurance 

Commission and all relevant accounting standards issued by the Nigerian Accounting Standards Board and International 

Financial Reporting Standards. 

 
 

 
 
 
 
 
 
 
 
 

4 
 
 
 



EQUITY ASSURANCE PLC. 
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
1. ACCOUNTING CONVENTION 

The financial statements are prepared under the historical cost convention as modified by the 
revaluation of land and buildings.  

 
2. ACCOUNTING BASIS 

The annual basis of accounting method has been adopted in the preparation of the financial 
statements. 

 
3. PREMIUM WRITTEN 

This is made up of insurance premium on direct and indirect businesses and is stated after taking 
into consideration premiums not likely to be collected. 

 
4. FIXED ASSETS 
 Fixed Assets are stated at cost / valuation less accumulated depreciation. 
5. DEPRECIATION 

Depreciation of fixed assets is calculated to write off the cost or revalued amount on a straight line 
basis over their estimated useful lives, based on the following annual rates: 

                                                                  % 
Leasehold Building     2.5 
 
Office Equipment   10 

  
Furniture & Fittings   10 
 
Motor Vehicles   25 

   
Leasehold Improvements  20 

 
 No depreciation is provided on fixed assets until they are brought into use. 
 
6. DEBTORS 
 Debtors are stated after deduction of specific debts considered bad or doubtful of recovery. 
 
 
 

 
 
 
 
 
 
 
 
 

5 
 
 
 



EQUITY ASSURANCE PLC. 
STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONT’ D) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
7. TECHNICAL RESERVES 

These are computed in accordance with the provisions of Sections 20 (a) & 21 of the Insurance 
Act CAP 117 LFN 2004 as follows: 

 
a). INSURANCE FUND 
 i). Reserve for unexpired risks 

Provisions for unexpired risks are made on basis of percentages of net premiums written 
on time apportionment. 

 ii). Reserve for outstanding claims 
This is maintained at the amount of estimated outstanding claim plus 10% thereof to cover 
claims incurred but not reported at the balance sheet date. 

 
b). CONTINGENCY RESERVE 

This is credited with the higher of 3% of total premiums during the year or 20% of net profits every 
year, until it reaches the higher of the minimum paid up capital or 50% of net premiums. 

 
8. INVESTMENTS 

Investments are stated at cost less provision for diminution in value. Dividends and interest 
thereof are accounted for when received. 

 
9. REVENUE ACCOUNT 

Management expenses are apportioned to the various classes of insurance in the proportion of 
gross written premium during the year. 

  
10. DEFERRED TAXATION 

Deferred taxation is provided, using the liability method, for all temporary differences arising 
between the tax bases of assets and liability and their carrying values. 
Deferred taxes resulting from ordinary activities are shown as part of assets and liabilities on the 
profit and loss account. 

 
11. EMPLOYEES RETIREMENT BENEFITS 

The company operates a contributory retirement benefit scheme. Contributions to the scheme are 
funded through payroll deductions at the rate of 7.5% monthly for both employee and employer in 
compliance with the pension Reform Act, 2004.  

 
12.      FOREIGN CURRENCIES 
           Transactions in foreign currencies are accounted for at the exchange rates ruling at the dates of  
           Transactions, while assets and liabilities in foreign currencies are converted to Naira at the  
            exchange rates ruling at the Balance Sheet date. The gains and losses on conversion are  
            included in the profit and loss account.  

 
13.       DIVIDEND 
            Proposed dividend for the year is recognized as a liability only when declared and approved by  
            the Shareholders at the Annual General meeting. 
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EQUITY ASSURANCE PLC. 
 
BALANCE SHEET 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
          2007       2006 
ASSETS EMPLOYED:     Notes    N                                   N 
ASSETS 
 

Cash and bank balances                65,900,881                         63,343 
Short-term Investments        2    1,737,708,051                  13,063,038 
Debtors and Prepayments        3            998,885,731                246,128,109 
Long-term Investments        4         1,192,268,611                  35,348,595 
Statutory Deposit         5            300,000,000                  20,000,000 
Goodwill                     6            959,889,818                          - 
Fixed assets          7            966,537,742                170,840,409 
          _____________           ____________ 
TOTAL ASSETS                     6,218,190,834                485,443,494 
          _____________           ____________ 
LIABILITIES 
 

Creditors and Accruals        8            362,394,673                  27,121,208 
Insurance Fund         9            519,459,119                117,710,577 
Taxation        10              66,388,787                    6,281,812 
Deferred Tax        10              13,546,305                    2,046,305 
            ____________              ___________ 
TOTAL LIABILITIES             961,788,884                153,159,902   
 

 
TOTAL ASSETS LESS CURRENT LIABILITIES     5,256,401 ,950                332,283,592 
      
 
FINANCED BY: 
 

CAPITAL AND RESERVES 
Share capital         11    3,853,941,300                240,126,520 
Share premium       12            674,400,312                         - 
Capital reserve       13            327,622,146                136,760,285 
Reserve for bonus issue      14                   608,781                       608,781 
Revenue reserve       15            282,450,853                 (65,019,580) 
Contingency reserve       16            117,378,558                  19,807,586 
            ____________             ___________ 
SHAREHOLDERS FUNDS                                                         5,256,401,950               332,283,592 
 
 

                                     
 
                      (DIRECTORS) 
 
 
 
 
 

 

The accounting policies on pages 5 and 6 and the notes on pages 11 to 22 form an integral part of these 
financial statements. 
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EQUITY ASSURANCE PLC. 
 
PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
          2007      2006 
               Notes    N                                   N 
 
Gross written premium                  1,516,372,727               225,631,358 
 
Outward reinsurance premium                  (223,357,115)                (2,027,729) 
          ____________             ___________ 
Earned premium        1,293,015,611               223,603,629 
 

Commissions received                      63,580,930                      399,717 
 

Commission expenses         (251,378,839)               (30,400,027) 
 

Business acquisition expenses          (30,222,093)                    (931,750) 
 

Net claims paid                    (299,881,664)                 (4,829,825) 
 

Management expenses                   (398,419,852)               (65,259,158) 
 

Provision for bad debts           (56,731,013)                 (3,417,500) 
 

Accretion to unexpired risk s                    (20,043,325)               (45,347,735) 
 

Accretion to outstanding claims            (6,559,153)               (11,636,747) 
           ___________               __________ 
Underwriting profit           293,360,602                 48,231,776 
Net Investment Income                                       201,921,542                   4,216,303 
Other Income               3,423,296                   3,423,932 
                                ___________               __________ 
Profit before taxation     17           498,705,440                 55,872,011 
Taxation       10            (53,664,035)                (1,741,317) 
             ___________            ___________ 
Profit after taxation                                                                       445,041,405                 54,130,694 
Accretion to contingency reserve          (97,570,972)                (8,756,278) 
               _________               __________ 
Transfer to revenue reserve    15            347,470,433                45,374,416 
 
PER 50K SHARE DATA 
Earnings Per Share (Kobo) - Actual     6           11 
       Adjusted     6             1 
 
Net Assets Per Share (Kobo) – Actual             68                             86 
       Adjusted             68    5 
Stock Quotation (Kobo)              235                             84 
 
 
 
The accounting policies on pages 5 and 6 and the notes stated on pages 11 to 22 form an integral part of 
these financial statements. 
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EQUITY ASSURANCE PLC. 
 
REVENUE ACCOUNT 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
                   General            2007              2006 
            Motor    Marine     Fire           accident           Total            Total 
       N                       N                 N                   N                     N                 N 
 
Gross direct premium       663,965,717       184,612,887    180,826,670    481,810,400   1,511,215,674   212,980,554 
 
Inward reinsurance 
Premium                                  821,678           2,745,330           777,189           812,856          5,157,053     12,650,804 
        ___________     ___________  ___________   __________     ___________  __________ 
Gross written premium     664,787,395       187,358,217    181,603,859    482,623,256   1,516,372,727   225,631,358 
 
Outward reinsurance 
Premium                             (4,600,310)      (45,924,656)     (82,602,122)   (90,230,027)   (223,357,115)    (2,027,729) 
      ____________   ____________  ____________ ___________  ___________  __________ 
Net written premium        660,187,085       141,433,561       99,001,737    392,293,229   1,293,015,611   223,603,629 
 
(Increase)/Decrease in 
unexpired risk provision   (17,148,734)        (3,963,692)            (62,273)       1,131,373       (20,043,325) (45,347,735) 
      ____________   ____________   ___________   __________   ___________  __________ 
Net earned premium      643,038,357      137,469,869       98,939,464     393,524,602   1,272,972,286  178,255,894 
 
Commissions received           740,007        13,175,239       25,123,048       24,542,636        63,580,930         399,717 
      ___________     ___________    ___________   __________   ____________  __________ 
Net insurance premium   643,778,357      150,645,108     124,062,512     418,067,238   1,336,553,216   178,655,611 
 
Direct claims paid          (175,770,287)      (25,387,825)     (77,809,359)  (121,816,109)    (400,783,579)   (4,829,825) 
 
Increase/(Decrease) in 
Outstanding claims         (10,290,948)         3,508,369        (16,254,051)    16,477,477        (6,559,153)   (11,636,747) 
     ___________      __________      ___________  __________     ___________  __________ 
       457,717,123      128,765,652         29,999,102   312,728,607      929,210,483   162,189,039 
 
Outward reinsurance 
Recoveries                         4,993,754        27,776,111         32,269,607     35,862,443      100,901,915           - 
 
Commission expenses   (89,007,149)     (35,906,398)       (35,825,379)   (90,639,913)    (251,378,839)  (44,348,855) 
 
Business acquisition 
Expenses                       (13,249,557)      (3,734,146)         (3,619,459)      (9,618,931)     (30,222,093)       (931,750) 
 
Management Exp.        (174,653,986)    (49,266,499)       (47,713,392)  (126,785,975)  (398,419,852)    (65,259,158) 
 
Provision for bad debts   (24,871,235)     (7,009,504)         (6,794,221)   (18,056,053)     (56,731,013)     (3,417,500) 
     ____________   ___________    ___________  ___________  ____________  __________ 
 
Underwriting profit      160,928,949      60,625,21 6        (31,683,742)    103,490,178    293,360,602     48,231,776       
  
 
The accounting policies on pages 5 and 6 and the notes stated on pages 11 to 22 form an integral part of 
these financial statements. 
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EQUITY ASSURANCE PLC. 
 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 

             2007              2006  
       Notes                   N                                      N 
Cash Flow from Operating Activities 
Premium received from policy holders              1,516,372,727                    225,631,358 
Re-insurance recoveries               100,901,915                               - 
Re-insurance receipts in respect of claims                 63,580,930                           399,717 
Cash paid to and on behalf of employees              (251,378,839)                   (30,400,027) 
Re-insurance premium paid               (223,357,115)           (2,027,729) 
Other operating cash payments             (390,081,254)                 (214,956,500) 
Direct claims paid                  (400,783,579)           (4,829,825) 
Companies income tax paid   10  (16,773,028)                     (1,075,457) 
                 ___________                  ___________ 
Net cash provided by operating activities  21           398,481,757                    (27,258,463) 
                 ___________                  ___________ 
 

Cash Flow from Investing Activities 
Purchase of fixed assets    7          (776,288,479)                       (601,805) 
Proceed from sale of fixed assets                  1,196,000                       4,350,000 
Dividend and interest received   7           201,618,901                      4,216,303 
Goodwill                6                  (956,889,818)                             - 
(Purchase) / Redemption of investment                              (3,161,565,029)                             -  
              _____________                   __________ 
Cash utilized in investing activities         (4,691,928,425)                      7,964,498 
              _____________                    _________ 
 

Cash Flow from Financing Activities 
Dividend paid to shareholders                                              (6,400,404)         - 
Interest paid on loan and bank overdraft                                   (5,119,072)                             - 
Loan repayment                                                                         (3,850,188)                              - 
Issue of ordinary shares     11         4,288,215,092         - 
                       _____________              ___________ 
Net cash provided by financing activities          4,272,845,428                               -     
                 _____________                    ___________ 
 

Net decrease in cash and cash equivalents                      (20,601,240)                   (19,293,965) 
Cash and cash equivalents at the beginning of the year  10,694,135                       29,988,100 
                    _________           _________ 
Cash and cash equivalents at the end of the year     22/23            (9,907,105)                     10,694,135  
 
The cash and cash equivalents are made up  
as follows: 
 

Cash in hand and bank                65,900,881                            63,343 
Bank overdraft and loan account                                            (75,807,986)                     (2,432,246) 
Deposit account                                                                               -                               13,063,038 
                ___________                   __________ 
                   (9,907,105)                     10,694,135 
 
 
The accounting policies on pages 5 and 6 and the notes stated on pages 11 to 22 form an integral part of 
these financial statements. 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
 
1. CORPORATE STRUCTURE AND BUSINESS 
 

Equity Assurance Plc which is wholly owned by Nigerian citizens, is a public limited liability 
company which emerged as a result of the merger between Equity Indemnity Insurance company 
Plc (EIIC) and First Assurance Plc. In the scheme of merger arrangements, First Assurance 
acquired the net assets of Equity Indemnity Insurance Plc and subsequently changed its name to 
Equity Assurance Plc.  The company was incorporated as a private liability company in 1984 and 
was converted to a public company in 1988.  The company’s shares are quoted on the Nigerian 
Stock Exchange.  The Company has its head office in Lagos and branch offices in major cities in 
the country. 

 Equity Assurance Plc is principally involved in the provision of non-life insurance business. 
    
             2007   2006 
                N                                    N 
 
2. SHORT - TERM INVESTMENTS 
 
 These represent time deposits and 
 commercial papers           1,737,708,051                         13,063,038 

         _____________                    ____________ 
                     1,737,708,051                          13,063,038 

                                                                                
 
3. DEBTORS AND PREPAYMENTS 
 
 Insurance receivables           736,071,521                     244,026,001 
 Prepayments               88,299,467                            2,014,348 
 Due from Subsidiary Companies              8,543,857                                   - 
 Other Debtors            165,970,886                                 87,760 
             ____________                     ___________ 
               998,885,731                        246,128,109 
 
 

4. LONG – TERM INVESTMENTS 
 

 Federal Government Securities                             201,977                 201,977 
 Quoted Shares           725,773,070                          32,945,108 
 Long – Term Investments          147,000,000                                   - 
 Unquoted Shares           319,293,564                            2,201,510 
           ____________                   ____________ 
                     1,192,268,611                          35,348,595 
 
 

.1 The market value of Quoted Shares is N1,822,824,690 as at December 31, 2007, and     
N38,304,784 as at December 31, 2006. 

 

.2 The Directors are of the opinion that the market values of unquoted investments are not 
lower than the cost. 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
         2007         2006 
            N            N  
 
5. STATUTORY DEPOSIT           300,000,000                      20,000,000 
 
 At January 1,               20,000,000                      20,000,000 
 From merged insurance             20,000,000                    - 
 Addition in the year            260,000,000                               - 
                        __________                   ___________ 
 At December 31,           300,000,000                      20,000,000 
 
 

This represents deposit with the Central bank of Nigeria in accordance with Section 10 (3) of the 

Insurance Act Cap 117 LFN 2004. 

 
6. GOODWILL 
 
 Goodwill on consolidation           956,889,818                               - 
               ___________                ____________ 
 At December 31,            956,889,818                                - 
 
 
 

Goodwill arose as a result of the share exchange carried out during the merger of First Assurance 

Plc and Equity Indemnity Insurance Plc in February, 2007. 

The shareholders at an Extraordinary General Meeting held on March 31, 2008 approved the write 

off of goodwill arising from the merger against the share premium presently standing in or that 

may accrue to share premium account or from such other account of the company over such a 

period of time as the Directors may determine.   

 

However, with the directive from the Nigerian Accounting Standards Board (NASB) as approved 

by the Federal Government of Nigeria, goodwill arising from mergers and acquisitions is now an 

allowed asset in the financial statements.  Goodwill will now be written off only in any period when 

it suffers impairment. 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
 
7. FIXED ASSETS SUMMARY 
 
           Land &              Office        Motor            Furniture                  Total 
                                        Building             Equipment      Vehicles        & Fittings         
     N                         N                     N                           N                        N 
COST 
 
At January 1, 2007        169,068,947          6,461,520        30,730,106     5,118,885           211,379,458 
 
Additions                       470,644,932         70,404,915     213,857,365   21,381,267           776,288,479 
 
Revaluation                   190,861,861                -                         -                  -                     190,861,861 
 
Disposals       -                          -              (36,947,442)         -                      (36,947,442) 
       ___________    ___________    __________  ___________     _____________ 
At Dec 31, 2007            830,575,740        76,866,435     207,640,029   26,500,152        1,141,582,356 
                                    ___________    ___________    __________  ____________    _____________ 
 
DEPRECIATION 
 
To January 1, 2007          7,482,437          5,509,875      23,811,622     3,735,115             40,539,049 
 
Charge for the year        28,334,592        34,124,800      89,245,126     9,652,141           161,356,659 
 
Disposals                                -                         -            (26,851,094)              -                 (26,851,094) 
                 __________     ___________    __________  ___________     ____________ 
To Dec 31, 2007            35,817,029       39,634,675      86,205,654    13,387,256           175,044,614 
       __________     ___________    __________  ___________      ____________ 
 
NET BOOK VALUE 
 
At Dec 31, 2007          794,758,711       37,231,760    121,434,375     13,112,896          966,537,742 
 
 
At Dec 31, 2006          161,586,510           951,645         6,918,484       1,383,770          170,840,409  
   
     
   
The company’s Land and Buildings were revalued on November 19, 2007 by Joe Idudu and Associates 
(Estate Surveyors and Valuers) for N644,275,000. The revaluation surplus arising from the exercise was 
N190,861,861 which has been stated as capital reserve. 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
7b. SCHEDULE OF LEASED ASSET  
 
      
    Machine & Equipment            Motor Vehicle                   Total 
                      N                                            N                                  N 
 
COST 
 
At January 1, 2007                    -                                    10,903,190           10,903,190 
 
Additions         2,600,000            104,418,500                 107,018,500  
          ________                             ___________               ___________ 
At December 31, 2007             2,600,000                               115,321,690                 117,921,690 
 
 
 
DEPRECIATION 
 
At January 1, 2007      -                6,166,809                     6,166,809 
 
Charge for the year          173,333                                 11,602,413                   11,775,746 
          ________                               __________                __________ 
Accum. Depreciation                  173,333                                 17,769,222                   17,942,555 
 
 
 
NET BOOK VALUE 
 
As at December 31, 2007      2,426,667                                 97,552,468                   99,979,135 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
 
 

2007         2006 
            N            N  
 
8. CREDITORS AND ACCRUALS 
 

  
Re-insurance premium payables           53,230,136          - 

 Commission payable                      10,352,803                   1,935,286 
 Obligation under finance lease                                   71,291,912                   3,416,951 
 Loan and overdraft                                 75,807,986                 11,802,109 
 Dividend payable                         6,400,404                      139,948 
 Accruals                                                               12,256,029                   5,719,475 
 Due to Subsidiary Companies                                      5,145,850                           - 
 Pensions and Gratuity            50,348,582                           -  
 Others                        77,560,971                  4,107,439  
            ___________               ___________ 
              362,394,673                 27,121,208 
   
 
9. INSURANCE FUNDS 
      Reserve for         Reserve for           
      Unexpired           Outstanding             2 007              2006 
         Risks                    Claims                  Total             Total 
           N                             N                          N                   N 
          
 At January 1,            100,714,789          16,995,788          177,710,577       44,356,188 
 Additions: 
           From Merger                               232,939,260        142,206,804          375,146,064               - 
 Motor     17,148,734          10,290,948            27,439,682         5,724,678 
 Marine                                             3,963,692           (3,508,369)                455,323              58,270 
 Fire             62,273          16,254,051             16,316,324       14,893,935  
 General Accident    (1,131,373)        (16,477,477)          (17,608,850)      52,677,506 
              __________     ___________          ___________    _________ 
 At December 31,           353,697,374         165,761,745         519,459,119      117,710,577  
 

 
The reserves are computed in accordance with Section 20(a) and (b) of the Insurance Act,CAP 
117 LFN 2004. 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 

2007         2006 
            N            N  
 
10. TAXATION 
  
i. Per Profit and Loss Account: 
 

 Income tax based on profit for the year        48,590,754                         1,741,317 
 Education tax             1,073,281                                - 
 Deferred tax              4,000,000                                -  
                        _________                       ________ 
              53,664,035                        1,741,317 
 
ii. Per Balance Sheet: 
 

 At January 1,              6,281,812                        5,615,952 
 From merger                                 27,215,968                               - 
 Net charge for the year                    49,664,035                        1,741,317 
 Payments during the year                   (16,773,028)                     (1,075,457) 
                       __________                     _________ 
 At December 31,                           66,388,787                       6,281,812 
 
 
iii. DEFERRED TAX 
  

 At January 1,              2,046,305                       2,046,305       
 From merger                                  7,500,000                              - 
 Charge for the year             4,000,000                              - 
              _________                     _________ 
 At December 31,                     13,546,305                      2,046,305   
 

 
 

The charge for taxation in these financial statements has been based on the provisions of the 
Companies Income Tax Act CAP LFN 2004 as amended to date and Education Tax Act CAP E4 
LFN 2004. 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007.  

 
2007         2006 

            N            N  
11. SHARE CAPITAL 
 
 AUTHORISED 
 
 8,000,000,000(2006 - 700,000,000) 
           ordinary shares of 50kobo each                           4,000,000,000             350,000,000 
 

Note:  At the Extra-ordinary General Meetings of the company held on 13 April, 2007 and 10 
August 2007 respectively, the company’s authorized share capital was increased from N350 
million to N3.50 billion and subsequently to N4.0 billion by the creation of additional ordinary 
shares of 6,300,000,000 and 1,000,000,000 respectively with the shares ranking pari-passu with 
the existing shares of the company. 

 
The increase in authorized share capital from N350 million to N3.50 billion and subsequently to 
N4.0 billion has been approved by the Corporate Affairs Commission. 

 
2007         2006 

            N            N  
 ISSUED AND FULLY PAID 

7,707,882,600(2006-480,253,040)  
ordinary shares of 50k each                                  3,853,941,300               240,126,520 

 
 
 The movement in issued and fully paid up share capital is as follows: 
 
 At January 1,             240,126,520             224,118,085 
 From merger             590,208,517                      - 
 During the year                  3,023,606,263               16,008,435 
           ____________            ___________ 
 At December 31,        3,853,941,300              240,126,520 
   
 

12. SHARE PREMIUM 
 

 At January 1,           -                                - 
 Premium on allotment of shares                               674,400,312                      - 
             ___________              ________ 
 At December 31,                     674,400,312                      - 
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EQUITY ASSURANCE PLC. 
 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007.  

2007         2006  
               

   N            N  
13. CAPITAL RESERVE 
 
 At January 1,            136,760,285                   136,760,285 
 Surplus on revaluation          190,861,861                             - 
              ___________                ___________ 
 At December 31,                     327,622,146                  136,760,285 
 
 

14. RESERVE FOR BONUS ISSUE 
 

 At January 1,                   608,781                         608,781 
                    _______                        _______ 
 At December 31,        608,781                         608,781 
 
 

15. REVENUE RESERVE 
 

 At January 1,                      (65,019,580)                (100,044,691) 
 Profit after taxation                    347,470,433                     45,374,416 
                         _________                    __________ 
 At December 31,                     282,450,853                   (65,019,580) 
                                   
 
16. CONTINGENCY RESERVE 
 

 At January 1,             19,807,586                     11,051,308 
 Transfer from profit and loss account 
 Motor              50,066,348                       3,502,511 
 Marine             10,630,613                       1,751,255 
 Fire                7,412,727                       1,751,256 
 General Accident                      29,461,284                       1,751,256 
             __________                     _________ 
 At December 31,                    117,378,558                     19,807,586 
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EQUITY ASSURANCE PLC. 
 

NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007.  
                                                                                                 2007         2006 
                           N            N 
17. PROFIT BEFORE TAXATION 
 Profit before taxation is stated  
           after charging/ crediting: 
 Staff costs            60,708,900                     26,827,000 
 Directors’ emoluments            5,850,000                       8,323,590 
 Auditors’ remuneration            4,000,000                          600,000 
 Depreciation on Fixed Assets       161,356,659                     13,704,876 
           Net investment income                                              (201,921,542)                     (4,216,303) 
 
18. PROPOSED DIVIDEND 

The directors propose that a dividend of 3.50k per ordinary share be paid to shareholders.  As this is 
subject to approval by the shareholders at the Annual General meeting and does not meet the criteria 
of present obligation as stipulated in statement of Accounting Standard 23, it has not been included as 
a liability in these financial statements. 
 

Dividend to shareholders is now accounted for in the date of declaration and will be subject to 
withholding tax at the appropriate rate at time of payment.  The total amount payable if the Directors 
recommendation is approved is N269,775,89.  

 

19. CHAIRMAN’S AND OTHER DIRECTORS’ EMOLUMENTS 
 i. Emoluments:                
  Chairman                  750,000   1,880,000 
  Other Directors                       5,100,000                     6,443,590   
                 5,850,000                    8,323,590 
 ii. As Directors  

Fees              1,750,000                        435,000 
  Other Emoluments            4,100,000                     7,888,590 
                5,850,000                     8,323,590 
  

iii. The number of directors whose emoluments were within the following ranges were: 
          2007       2006 
         Number    Number 
      N    N 
         1,001 -          20,000                             -                                - 
    20,001 -                 150,000                           10                               7 
  150,001 and         Above       1       - 
 
20. EMPLOYEES’ REMUNERATED AT HIGHER RATES 
 The number of employees in receipt of emoluments within the following ranges were: 
         2007   2006 
         Number  Number 
       N    N 
 200,001 -      300,000         -       15 
 300,001 -      400,000        10         7 
 400,001 -      700,000        25                             16 
 700,001 -      900,000        17        8 
 900,001 -      and above            45                               5 
                     ___                         ___ 
             97                            51 
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EQUITY ASSURANCE PLC. 
 

NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 

21. RECONCILIATION OF OPERATING PROFIT TO THE CASH PROV IDED BY 
OPERATING ACTIVITIES. 

    2007 2006 
    N N 
 Operating profit after tax   4455,041,405 54,130,694 
 Depreciation   161,356,659 13,704,876 
 Increase in unearned 

premiums 
  (492,045,520) (163,395,393) 

 Increase in creditors   603,280,591 7,035,902 
 Increase in claims provisions   401,748,542 71,991,030 
 Increase in debtors   (720,899,920) (10,725,572) 
    ___________ ___________ 
    398,481,757 (27,258,463) 
      

22. ANALYSIS OF CHARGES IN CASH & CASH EQUIVALENTS AND OTHER 
LIQUID INVESTMENTS. 

   Cash & Cash 
Equivalents 

Other Liquid 
Investments 

Total 

   N N N 
 Balance as at January 1,  10,694,135 13,063,038 23,757,173 
 Net Cash inflow  (20,601,240) - (20,601,240) 
 Purchase of Liquid 

Investments 
  

- 
 

(3,161,565,029) 
 

(3,161,565,029) 
   ___________ ____________ _____________ 
   (9,907,105) (3,148,501,991) (3,158,409,096) 
      
      
23. ANALYSIS OF THE BALANCE OF CASH & CASH EQUIVALENTS AND OTHER 

LIQUID INVESTMENTS. 
     Changes 
   2007 2006 during the year 
   N N N 
 Cash at bank and in hand  65,900,881 63,343 65,964,224 
 Bank overdrafts  (75,807,986) (2,432,246) (78,240,232) 
 Total Cash and Cash 

Equivalents 
  

(9,907,105) 
 

(2,368,903) 
 

(12,276,008) 
 Other Liquid Investments  3,148,501,991 13,063,038 3,161,565,029 
   3,138,594,886 10,694,135 3,149,289,021 
      
The presentation of the statement of cashflows for the previous year, has been changed 
to the direct method for consistency with the current year.  
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EQUITY ASSURANCE PLC. 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
24. MAJOR NON – CASH TRANSACTIONS 
  

During the year First Assurance Plc acquired the net assets of Equity Indemnity Plc 
in a scheme of merger arrangement.  The purchase consideration of 
N2,598,960,313 was made up of the issue and allotment of 5,197,920,625 ordinary 
shares of 50kobo each to the Shareholders of Equity Indemnity Plc as fully paid 
shares. 

 
25. SUMMARY OF THE EFFECTS OF THE MERGER WITH EQUITY INDEMNITY PLC 
  

NET ASSETS ACQUIRED: 
 
  

 2007 
 N 
  
Fixed Assets 519,560,903 
Investments 802,859,316 
Statutory Deposits 20,000,000 
Debtors and Prepayments 910,179,143 
Cash in hand and Bank balances 13,499,885 
Payables and Accruals (150,176,877) 
Bank Overdraft (73,269,843) 
Tax Payable (34,715,969) 
Insurance Funds (375,866,063) 
 ____________ 
NET ASSETS ACQUIRED 1,642,070,495 
GOODWILL ON ACQUISITION 956,889,818 
 ____________ 
 2,598,960,313 
PURCHASE CONSIDERATION  
  
SHARES ALLOTED (UNITS) 5,197,920,625 
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EQUITY ASSURANCE PLC. 
NOTES TO THE FINANCIAL STATEMENTS (Cont’d) 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 
26. GUARANTEES AND OTHER FINANCIAL COMMITMENTS 
 
 a). The company did not charge any of its assets to secure the liability of any third party. 
 

b). There were no commitments to capital expenditure at the year end both in respect of either 
contracted or authorized, but not contracted. 

 
 c). The company had no contingent liabilities outstanding at the year end. 
 
 

27. COMPARATIVE FIGURES 
 

Certain comparative figures were reclassified where necessary to reflect a more meaningful 

comparison. The opening balances stated are that of First Assurance Plc for the previous year. 
 

28. EMPLOYEES RETIREMENT BENEFITS 
 

The company operates a contributory benefit scheme. 

Contributions to the scheme are funded through payroll deductions at the rate of 7.5% monthly for 

the employee with the same contribution by the employer in compliance with the Pension Reform 

Act, 2004. 
 

29.  MERGER OF EQUITY INDEMNITY AND FIRST ASSURANCE  

In response to National Insurance Commission (NAICOM’s) directive to insurance companies to 

recapitalize latest by 28 February, 2007 to N3 billion for general insurance business (i.e. non-life 

insurance) Equity Indemnity Insurance Company Plc and First Assurance Plc merged with the 

latter use as the vehicle for actualizing the merger process.  The name for the emerging entity is 

“Equity Assurance Plc”. 
 

30. APPROVAL OF THE FINANCIAL STATEMENTS 

These financial statements were approved by the Board of Directors of the company on 

………….…………..2008. 
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EQUITY ASSURANCE PLC. 
 
STATEMENT OF VALUE ADDED  
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 

              2007      2006 
         
                                                                                       N000’s              %                N000’s             % 
SOURCE 
 
Earned Premium               1,293,016                              223,604 
 
Investment Income / Interest                         205,345                                  7,640 
                ________                              _______ 
                          1,498,361                              231,244 
               _________                             _______ 
Less: 
 
Claims Incurred, Commission Paid                               
and Other Operational Expenses                                  (677,590)                             (134,841) 
                                                                                       ________          ____           _______          ___ 
 
VALUE ADDED                  820,771              100             96,403            100 
                  
 

APPLIED AS FOLLOWS: 
 

TO PAY EMPLOYEES 
 
Salaries, Wages                                               160,709              29                26,827            28 
 
TO PAY GOVERNMENT 
 
Income Tax                   49,664                9                 1,741              2 
 
TO PROVIDE FOR MAINTENANCE 
AND EXPANSION 
 

Depreciation                          161,357               29              13,705             14 
 
Contingency Reserve                                                     97,571              18                 8,756               9 
 
Deferred Tax                    4,000                1                      -        -                
 
Profit for the year               347,470              14               45,374             47 
               ________          ____            _______         ____ 
VALUE ADDED                820,771            100              96,403             100 
 
 
This statement shows the additional wealth generated in the year by the company to the national 
economy through the efforts of the directors and employees and how this new wealth was distributed 
between employees, the providers of capital, government and the portion retained in the business for 
future development.  

23 
 



EQUITY ASSURANCE PLC. 
 
FIVE YEAR FINANCIAL SUMMARY 
FOR THE YEAR ENDED DECEMBER 31, 2007. 
 

     2007      2006             2005      2004      2003 
     N000       N000            N000              N000             N000 
ASSETS EMPLOYED: 
Fixed assets           966,538               170,840       190,716          18,714           25,844 
Statutory deposit          300,000                 20,000         20,000          20,000           10,500 
Investments        2,926,977                 48,412         65,568        134,035           30,972 
Current assets                         1,064,786               246,128         84,421          52,012           60,733 
Goodwill                                     959,890                    -                  -                     -                     - 
          _______      ______  _______   ______    ______ 

                                     6,218,191               485,380       360,705         224,761         128,049 
Current liabilities                       (442,330)               (72,285)      (26,484)         (58,040)        (57,621) 
         5,775,861               413,095       334,221         166,721          70,428 
  
FINANCED BY: 
CAPITAL AND RESERVE 
 

Share Capital                 3,853,941              240,127       224,118         224,118         100,000 
Reserves                     610,682                35,449         37,553        (105,608)        (67,541) 
Contingency Reserve                 117,379                19,808         11,051             8,269             7,193 
Share premium                           674,400                    -               15,505           15,505           10,121                 
Insurance funds                          519,459              117,711         45,994           24,437           20,655 
                                                 5,775,861              413,095        334,221         166,721          70,428 
 
 

PROFIT AND LOSS ACCOUNT 
 

Net Premium Written              1,293,016              223,604          88,111           33,050          23,358 
 
Profit / (Loss)  before Tax          498,705                55,872          15,711          (35,746)       (38,063) 
Taxation                                      (53,664)               (1,741)          (1,657)              (759)            (285) 
Profit / (Loss) after Tax              445,041                54,131          14,054           (36,505)       (38,348) 
Contingency reserve                  (97,571)               (8,756)          (2,782)            (1,076)            (701) 
Profit / (Loss) transferred 
to Revenue Reserve         347,470                45,375           11,272           (37,581)        (39,049) 
 
 
PER 50 K SHARE DATA 
Earnings Per Share (kobo)             

Actual                        6                        11                  3                   (8)                   (19) 
Adjusted                    6                          1                  0.18               0.47                   0.50 

Net Assets Per Share (kobo) 
  Actual            65                         86                  75                  37                    35 
  Adjusted                  65                           5                    4                    2                      0.91 
Stock Quotation (kobo)               235                         84                  84                  84                    88               

  
Note: Earnings per share and net assets per share are based on the issued ordinary shares of 50k each 

at each year end while the adjusted figures are based on 7,707,882,600 ordinary shares of 50k 
each in issue as at December 31, 2007. 
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