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Chairman’s Statement

1. Introduction

| am pleased to present to the members of Afre Corporation the results
of the half year ended 30 June 2008.

2. Economic and Business Environment

The Zimbabwe business and socio-political environment continued
on a negative trend. The two elections held during the period
disrupted business and created a wait and see attitude. Annual
inflation continued escalating and was at 2.2 million % in May 2008
(the June 2008 figure is not yet available).

Persistent shortages of foreign currency and basic commodities on
the shelves, skills flight and dwindling production capacity utilisation
have continued to fuel the inflation rate. The fiscal demands of the
two elections also had a negative impact on inflation, thus posing
major challenges to the business operating environment.

In spite of these challenges, the Group continues to pursue value
preservation strategies for both the short and long term.
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Financial Performance of the Group

These financial results are stated in the old Zimbabwe currency before
the currency revaluations of 1 August 2008. The June 2008 Consumer
Price Index was not available at the time of publication. Therefore
IAS 29 restated financial statements could not be produced.

Historical results

The Group recorded a profit after tax of $14.7 quintillion ($1.47
billion revalued) compared to $7.8 trillion achieved in June last year
($780 revalued). Profit attributable to shareholders amounted to
$3.2 quintillion ($323 million revalued), compared to $1.7 trillion
($170 revalued). Profit transfers to policyholders and minority
shareholders amounted to $8.4 quintillion ($845 million revalued)
and $3.01 quintillion ($307 million revalued) respectively.

Basic earnings per share increased to $14.9 billion ($1.49 revalued)
compared to $399 last year.

Investment Income

= Total Income increased by 5.5 million % from December 2007 due
to fair value adjustments on investments and properties held.

*>The Group engaged in active investment portfolio management,
resulting in switches from the non-performing counters into value
preserving counters.

=Y There was incremental growth in the portfolios through utilising
excess funds to selectively purchase quoted equities during the period.

*>Based on a desk-top valuation of the properties portfolio by a firm
of professional valuers, the properties book increased by over 100%
since December 2007, although this remains at a discount compared
to similar regional properties.

Premium Income
Y Premium income grew by 266,723% from December 2007 due to
exceptional performance on the short term insurance business which
was weighed down slightly though, by under performance on the
life assurance business.
The rate of cancellations and lapses on the life assurance business
during the period was significantly higher than in prior periods.
*> The Group introduced innovative products to stem the decline in
the appeal and take-up of traditional insurance products.
<Y In the later part of the period under review and in line with industry
trends, the Group’s insurance subsidiaries embarked on monthly
premium reviews in an attempt to keep pace with the prevailing
challenges in the environment.

Total Outgo

=3 Total Outgo increased by 12.4 million % from December 2007 due
to the hyperinflationary increases in costs and claims during the
period. The Group continues to employ prudent treasury and
investment management strategies to offset the inflationary increase
in the claims.

Surplus Attributable To Shareholders and Policyholders

=3 The surplus attributable to shareholders and policyholders increased
by 4.5 million % and 4.4 million % respectively from December
2007 due to the portfolio performance, but were impacted upon by
the higher increases in total outgo.

= Total Assets

> Total assets increased 6.5 million % from December 2007 due to
the growth in the investments and properties held for investment.
The Group maintained prudent investment portfolios through
properties and active trading in equities, resulting in real growth in
the balance sheet during the period.
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Holding Company

The holding company continues to fulfil its role of an investment
holding entity by seeking to invest in ventures that provide a hedge
against the challenges in the environment. The holding company
is actively pursuing various local and regional opportunities that are
expected to positively impact on the Group. The holding company
contributed 36% to shareholders profit compared to 41% last year
due to significant growth in the subsidiary businesses.
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. Actuarial business
The actuarial business performed below par during the period from
non-committals and cancellations of standing contracts. Efforts
continue to cement the regional thrust into Zambia and other
countries in the region to maintain value. The company contributed
0.37% to shareholders profit, the same as last year.

[22]

. Pearl Properties
Pearl Properties rentals have lagged behind inflation and regional
parity due to the rent freeze during part of the period. Rentals
continue depressed due to challenges being faced by most tenants
and value is being preserved through maintenance of the buildings
and new projects embarked upon. However property revaluations
have positively contributed to the results. The company contributed
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41% of shareholders profits, compared to 23% last year, due to
growth in property values. (The new projects have not yet been
capitalised; this will only be done on completion).

The local properties’ market is significantly under-valued compared
to similar properties in the region due to the prevailing environment.
True value will only be realised once there is an upturn in the fortunes
of the country. Meanwhile the company remains committed to a
value preservation property management strategy while undertaking
developments in selected growth areas for the future.

Pearl Properties IPO Funds

The TM North-end project is underway with a revised completion
date of 31 December 2008, depending on availability of building
materials. Delays were encountered due to difficulties in securing
building materials. Land was purchased for the residential project
and some of the building materials were secured. The residential
and Mabvuku retail projects are targeted for completion in 2009.
The IPO proceeds have been prudently invested as a hedge against
loss of value through purchase of available building material and
other inflation-matching investments.
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. Life Assurance
The business has suffered from a ceiling on insurable earnings as
well as innovative ways used by employers to reward staff in non-
pensionable ways. There has been an increase in policy lapses and
cancellations due to the prevailing environment. The business
continues to seek new innovative products to maintain market share.
However, management has prudently sought ways to maintain the
value of the business so that actuarial liabilities are adequately catered
for. The company contributed 14% to shareholders profits, compared
to 25% last year.

8. Short term insurance
The business has performed exceptionally well through innovative
products introduced, resulting in new business being written. New
and innovative products are being launched to continue the growth
of this business despite the challenges of the environment. The
company increased its retention ratios significantly during the period
due to increased capacity to retain the business. Net loss ratios
improved from 43% last period to 30% this period. The company
contributed 5% to shareholders profits, compared to 2% last year.
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Reinsurance business

Property and Casualty

The business performed below expectations due to lower regional
premiums written during the period because of delays in setting up
the necessary structures to support regional revenue generation.
These have since been set up and the benefits shall be realised in
the next half. The company contributed 3% to shareholders profits,
compared to 8% last year.

Life and Health

Although it is just over a year old, the company performed in line
with expectations and has embarked on regional forays to widen
the revenue streams. Fresh capital was injected into the business
during the period to recapitalise its fledgling operations and this has
positively increased the company’s capacity to reinsure, which will
result in better earnings in the next period. The company contributed
1.1% to shareholders profits, compared to 0.6% last year.

10.0utlook
The Group will continue to focus on the following areas:

= Grow the regional thrust and export of products and services to
improve foreign revenues.

=Y Identify and enter into strategic sectors of the economy. As an
investment holding company, the Group continues focus on
entering into strategic sectors of the economy to hedge against
negative performance in the insurance and property sectors. As far
as is possible, synergies will be created with the existing group
business models.

<Y New products in the insurance sector continue to be sought.
Innovation, growth and market leadership are the key focus points.

= Completing the TM Northend project while procuring building
materials for the residential and retail projects.

=Y Continue to seek new innovative products and services to grow
the business and create new markets.

The Group is confident that it has the requisite skills and resources
to take advantage of opportunities that may arise to grow and
expand its horizons.

11. Dividends
In view of the need to conserve funds, preserve value and embark
on the opportunities identified, the Board has decided not to declare
any dividends for the half year ended 30 June 2008.

The Board will continue to review the performance of the Group
and where deemed appropriate, will reward the shareholders
accordingly.

12. Conclusion
I wish to extend my appreciation to my fellow directors, management,
staff and other stakeholders for their support and commitment to
Afre Corporation, and for achieving satisfactory results for the Group
in a very challenging environment.

The renaissance continues,
God bless.

P F TIMBA
EXECUTIVE CHAIRMAN
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GROUP INCOME STATEMENTS

Historical
Unaudited Unaudited
30 June 2008 30 June 2007
Notes $ billions $ billions
INCOME

Premium income 4,768,977 99
Investment income 5 19,857,187,200 8,509
Rental Income 171,705 5
Actuarial fee income 279,129 2
Other income 5,151,053 8
Total Income 19,867,558,064 8,623

EXPENDITURE
Claims 1,475,273 40
Net Commission (2,225,544) 4
Expenses of management 226,852,169 52
Total Expenditure 226,101,898 96
Surplus before taxation 19,641,456,165 8,527
Tax charge (4,892,894,156) (736)
Surplus after Taxation 14,748,562,010 7,791
Transfer to minority interest (3,070,900,399) (166)
Transfer to policyholders (8,448,562,490) (5,922)
Surplus attributable to shareholders 3,229,099,121 1,703
Basic earnings per share ($) 14,929,972,214 399
Headline earnings per share ($) 14,929,972,214 401
Number of shares in issue - millions 216,283 4,270
Weighted number of shares in issue - millions 216,283 4,270

GROUP BALANCE SHEETS

Unaudited Audited Unaudited
30 June 2008 31 Dec 2007 30 June 2007
Notes $ billions $ billions $ billions

ASSETS
Cash and bank 80,205,081 3,664 35
Accrued investment income - - 1
Premium debtors 118,935,204 1,409 78
Other debtors 18,100,776 3,563 90
Consumable stocks 1,606,633 34 2
Investments 6 20,501,998,709 386,288 8,745
Investment in associate companies - - 0
Property and Equipment 490,990 2,801 516
TOTAL ASSETS 20,721,337,392 397,759 9,466

LIABILITIES

Outstanding claims 862,051 153 9
Unearned Premium Reserve 212,455 665 31
Other creditors 492,612,413 11,242 263
Taxation 127,019 427 3
Deferred tax liabilities 5,012,736,833 60,390 847
Policyholders' liabilities 8,707,378,775 206,695 6,315
14,213,929,545 279,572 7,468

EQUITY
Share capital - - 0
Share premium 347 347 0
Retained profit 3,229,170,633 71,512 1,738
Capital reserves 67,546,084 4,291 79
Total Shareholders® funds 3,296,717,064 76,150 1,817
Minority Interests 3,210,690,783 42,037 181
TOTAL EQUITY AND LIABILITIES 20,721,337,392 397,759 9,466

Directors: P FTimba* (Executive Chairman), R S Mapani (Deputy Chairman), KJLemani*, Prof. C J Chetsanga, J M Chikura, Dr. D A Dube, D Kundishora, Mrs. R P Kupara, M S Manyumwa, D Mboweni, M Mujaji, T Ndebele, Mrs. S Ndhlovu*, Prof. N Nyazema
*Executive Director

Design@7-AFRE 2091




dfre

corporation

I reinventing, regenerating wealth

(Formerly First Mutual Limited)

Afre Corporation, ReNaissance Park, Borrowdale Road, P.O. Box BW 178, Harare, Tel: 04-886000/17, Fax: 886070, Email: info@afrecorporation.com, website:www.afrecorporation.com

GROUP CASH FLOW STATEMENT GROUP STATEMENT OF CHANGES IN EQUITY

Historical
HISTORICAL COST Ordinary Share Retained Capital Minority Total
Unaudited Audited share capital premium profit reserves Total interests equity
30June 2008 31 December 2007 $billions ~ $hillions $billions $billions $billions $billions $billions
$ billions $ billions Group
Net cash flows from operating activities 135,418,742 6,803 Balance at 1 January 2007 A A 5 3 8 1 29
Net cash flows from investing activities (55,205,844) (3,409) Issue of share capital ) sa7 ) ) 847 3 347
Net Surplus for the year - - 71,478 - 71,478 35,362 106,839
Net cash flows from financing activities 558 347 Revaluation of property - - - 4,288 4,287 6,674 10,961
Balance at 31 December 2007 - 347 71,512 4,291 76,150 42,037 118,187
Net Increase in cash and cash equivalents 80,213,457 3,741 Net surplus for the period - - 3,229,099,121 - 3,229,099,121 3,070,900,399 6,299,999,520
Available-for-sale reserves - - - 67,541,793 67,541,793 139,748,348 207,290,141
Movement in cash and cash equivalents .
Balance at 30 June 2008 - 347  3,229,170,633 67,546,084  3,296,717,064 3,210,690,783 6,507,407,848
At beginning of period 3,742 1 S S
Net increase for the period 80,213,457 3,741
At end of period 80,217,199 3,742
Made up of:
Deposits at interest 12,118 78
Cash at Bank 80,205,081 3,664
80,217,199 3,742
1 Reporting Period Unaudited Unaudited 6 Investments
The reporting period is 1 January 2008 to 30 June 2008 5 Investment Income 30 June 2008 30 June 2007
. . Historical Cost
2 Currency Revaluation $ billions $ billions Unaudited Audited Unaudited
All amounts are stated in Zimbabwe dollar currency before the revaluation of 1 August 2008 which 30June 2008 31 Dec 2007 30 June 2007
elliminated ten zeros from the Zimbabwe dollar. Interest 620 1 $ billions $ billions $ billions
5 Accuntng pois : hpgs  wm gy
The principal policies adopted in the preparation of these accounts are consistent in all material . . Fixed i iti S 450 ’ 23 R
respects with those of the previous year, except for the non publication of I1AS 29 restated financial Fair value adjustment - property 14,510,889,902 4,064 |&Zstﬁ;ﬂ??—‘saetcgilrI\?ilue through
statements, as noted below. Fair value adjustment - equities 5,301,827,053 4,375 profit and loss’ 5,386,044,162 191,283 4,599
Loans and receivables 19,492,397 1,364 3
4 1AS 29 - Financial Reporting in Hyperinflationery Economies Net gains on disposal of investments 44,469,059 68 Available for sale investments 585,395,672 29,106
Deposits 12,118 78 -
The June 2008 Consumer Price Index was not available at the time of publication. Therefore IAS . Investment properties 14,511,054,360 164,458 4,142
29 restated financial statements could not be produced. Total investments 19,857,187,200 8,509
Total investments 20,501,998,709 386,288 8,745
7 Capital Expenditure and Commitments
Capital expenditure for the period 488,189 1,654 72
Capital commitments
Authorised and contracted for = 211 100
Authorised but not contracted for 281,933,297 4,032 34

Directors: P FTimba* (Executive Chairman), R S Mapani (Deputy Chairman), K J Lemani*, Prof. C J Chetsanga, J M Chikura, Dr. D A Dube, D Kundishora, Mrs. R P Kupara, M S Manyumwa, D Mboweni, M Muijaji, T Ndebele, Mrs. S Ndhlovu*, Prof. N Nyazema
*Executive Director
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