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1. Appointed Actuary’s Statement

[, Nikhil Dodhia, acting in my capacity as the Appointed Actuary, certify that, as at 31 December 2023, this
Financial Condition Report for Coronation Life Assurance Ltd has been prepared in accordance with the
“Prudential Guidelines for Insurance Institutions in Nigeria” issued by the National Insurance Commission of
Nigeria, as well as generally accepted actuarial principles.

O\ WSS

Nikhil Dodhia

Fellow of the Institute and Faculty of Actuaries
FRC No: FRC/2021/004/00000024023

Appointed Actuary: Coronation Life Assurance Ltd

31 May 2024
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2.

Executive Summary

Introduction

2.1

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

The preparation of this Financial Condition Report ("FCR") stems from the National Insurance
Commission’s (“the Commission”) Prudential Guidelines, which states that an insurer shall on annual
basis appoint an independent Actuary who shall conduct and submit a Financial Condition Report with
details of inter alia; measures governing the business operations, corporate governance, risk
management, solvency and financial performance of an insurer.”

The FCR sets out the results of the analysis of the financial condition of Coronation Life Assurance Ltd
("CLA") as at 31 December 2023. This report includes an analysis of the financial progress since the
previous financial year end.

CLA has contracted Zamara Actuaries, Administrators and Consultants Limited ("Zamara”) to provide
actuarial services. Nikhil Dodhia, FIA, is the Appointed Actuary and will sign off on the FCR.

This report is limited to the information of CLA, not the consolidated Group information (i.e. this FCR
only covers life insurance business underwritten in Nigeria, and excludes business underwritten by
foreign offices belonging to the Group — unless stated otherwise).

CLA has successfully implemented the newly adopted financial reporting standard for Insurance
Contracts, IFRS 17 ("the Standard”) which was effective for periods starting in 2023.

This FCR is the first report under this Standard. As such, where appropriate, we have provided
comparative analysis with the previous IFRS 4 Standard to allow for a smooth transition of the trends
captured in this report.

In implementing the standard, CLA has made considerable investments in appropriate technology and
human capital to ensure a smooth process and prepare for transition to operating under a Business as
Usual ("BAU") model. We provide below a summary of the key steps taken:

a) Actuarial and Accounting Processes: CLA’s contracts and financial data available supports the
use of the General Measurement Method ("GMM®) for longer-term contracts. CLA has
incorporated the calculation of risk adjustment under the new standard for non-financial risk, as
well as the Contractual Service Margin, which is a key component for the liability for remaining
coverage ("LRC") under GMM. Additionally, the company has applied the simplified measurement
method, the Premium Allocation Approach ("PAA"), for short-term contracts with coverage
periods of one year or less. Under the PAA approach, CLA has also incorporated the allowance
for discounting and risk adjustments within its calculation of the liability for incurred claims ("LIC").

CLA has also prepared policy documents on key actuarial and accounting processes that define
the treatment of key requirements in line with the Standard’s requirements.

CLA has successfully presented its accounts in the IFRS 17 format by restating the 2021 and 2022
balances, which have been used as comparatives in the 2023 accounts. The accounts comply
with the required disclosures for the standard and present insurance and reinsurance contracts
separately as expected.
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2.8.

b)

d)

People: CLA has an internal actuarial function that is capable of conducting IFRS 17 compliant
actuarial valuations, having been part of the entire implementation process with the
implementation partner, the review process with the appointed actuary, and the IFRS 17 audit
process with the external auditor.

The actuarial function works closely with the appointed actuary in the actuarial valuations, and
the internal financial reporting function in IFRS 17 reporting so as to satisfy the granularity of the
reporting requirements. The internal actuarial and financial reporting functions will play a critical
role in the transition to the IFRS 17 BAU model, with key reporting areas such as the strategy and
budget plans being some of the key items to be updated.

Products and Contract Aggregation: CLA's financial reporting calculations are based on the
aggregation of insurance contracts based on the similarity of risks insured, year of inception and
the degree of profitability.

Systems: CLA has acquired the Iris IFRS 17 reporting tool for use internally. The Company relies
on the software to produce IFRS 17 accounts with the required disclosure requirements.

Zamara has conducted a review of CLA's IFRS 17 results following the implementation process and is
comfortable with the approach adopted by the Company. The sections that follow provide a report on
the financial condition of CLA in line with the Commission’s guidelines and the requirements of the
IFRS 17 Standard where applicable.
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Financial Performance

Statement of Profit or Loss — IFRS 17

2.9.

2.10.

211

2.12.

2.13.

2.14.

Based on the IFRS 17 accounts for 2022 and 2023 as captured in section 5.1, the insurance service
results declined from NGN 381 million in 2022 to NGN 288 million in 2023 despite an increase in the
insurance service revenue from NGN 3.7 billion in 2022 to NGN 4.2 billion in 2023. The decrease in the
insurance service result was mainly attributable to the increase in the insurance service expense from
NGN 3.3 billion in 2022 to NGN 3.9 billion in 2023.

The reinsurance expenses decreased from NGN 712.6 million in 2022 to NGN 682.9 million in 2023,
representing a 4% decrease. Similarly, there was a huge decrease of 71% in reinsurance recoveries over
the period resulting into a netincrease in the reinsurance service result of NGN 598.0 million compared
to NGN 421.9 million in 2022.

Overall, the insurance service results (after reinsurance) declined from a negative of NGN 40.6 million
to a negative of NGN 309.8 million in 2023.

The net investment results position improved from NGN 476.1 million in 2022 to NGN 1.2 billion in
2023. This was mainly attributable to the increase in investment income from NGN 605.1 million in
2022 to NGN 1.2 billion in 2023 largely due to the realized gains on financial assets held.

Overall, the improved IFRS 17 profit in 2023 was attributable to the growth in the insurance service
revenue and the improved investment returns.

Further analysis of CLA's performance, over the last two years, based on the IFRS 17 accounts, is
provided in section 5.1 of this report.
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Balance Sheet

2.15.

2.16.

2.17.

2.18.

CLA has prepared the 2023 financial statements and also restated the 2022 financials in the IFRS 17
format, the summary of which is provided below:

Asset/Liability Class

(NGN "000) 31 December 2023 31 December 2022
Financial Investments 9,195,028 8,583,647
Reinsurance Contract Assets 362,178 500,622
Insurance Contract Assets - 973
Trade Receivables 53,281 5,231
Statutory deposit 200,000 200,000
Other receivables 2,466,298 1,676,890
Cash and Cash Equivalents 3,702,832 2,594,084

Towlpssets | 1507966 13561446
Insurance Contract Liabilities 2,589,967 2,738,459
Investment Contract Liabilities 2,566,402 1,348,822
Other Payables 588,060 821,782
Current Income Tax Liabilities 56,461 132,114

Towl Labiities 5800890 5041177
Share Capital 7,798,591 7,798,591
Retained Earnings 1,849,557 617,207
Contingency Reserves 533,384 396,456
| Fair Value Reserves ~~ (2,806) (291,986)

Total Equity 10,178,726 . 8520269 |

Total Equity and Liabilities 15,979,615 13,561,445

The total assets of CLA have grown by 18% in the period between 31 December 2022 and
31 December 2023. Investment assets (excluding investments in the associates) formed 58% of the total
assets of CLA as at 31 December 2023 with cash and bank balances also making up 38% of CLA's total
invested assets.

We observed an increase of NGN 611 million in the fixed interest securities within the year and an
increase in equities by NGN 1.6 billion due to an increase in retained earnings during the year.

Overall, the insurance liabilities as at 31 December 2023 decreased from NGN 2.7 billion to NGN 2.6
billion. On the other hand, the reinsurance assets decreased from NGN 500 million to NGN 362 million
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Solvency Position

2.20. The insurer's solvency position over the last two years based on the existing solvency templates
provided by the regulator is summarized below:

Capital Item
Amounts in N'O00 2022 2023
Total Admissible Assets 9,684,112 11,201,627
Total Liabilities 4,909,062 5,744,429
SolvencyMargin | 4775050 5457198
Minimum Regulatory Capital 2,000,000 2,000,000
15% of Net Premium 490,014 539,799
| Surplus/Deficit 2,775,050 | 3,457,198 |

Statutory CAR Cover 139% 173%

2.21.  As at 31 December 2023, CLA is required to hold minimum capital of NGN 2 billion i.e. the higher of
NGN 2 billion and approximately NGN 539.8 million representing 15% of the net Insurance Service
Revenue during the last preceding financial year.

2.22. The SCAR was observed to be following an increasing trend over the period due to increases in the
solvency margin. The increase in the solvency margin in 2023 was due to the increase in total
admissible assets.
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Material Risks Identified

2.23.  The following summarizes the key risks faced by CLA, as well as their impact and implications, based
on our review as the Appointed Actuary:

Insurance Risk

2.24. The Company needs to conduct internal investigations to check the appropriateness of the actuarial
assumptions. This would assess the actual experience of the company with respect to the parameters
above, guiding on the most appropriate valuation assumptions and reduce the chance of understating
of the company's reserves.

2.25. In addition, value of inforce and value of new business actuarial calculations combined with proper
analysis of surplus (AoS) would guide the company on the actual drivers of it's profitability from the
above parameters, guiding on the correct course of action to be taken.

Credit Risk

2.26.  High proportions of premium debtors relative to the GWP has a significant negative impact on the
Company'’s liquidity which could affect the company’s ability to meet its obligation to policyholders
when they fall due if not corrected. This could also lead to reputation risk and regulatory risk.

Reinsurance Risk

2.27. Our high-level analysis of the reinsurance strategy in place revealed that the existing reinsurance
arrangements have led to an unfavourable reinsurance impact.

2.28. The reinsurance service ratio was 49% and 61% as at 31 December 2023 and as at 31 December 2022
respectively. For both years, the ratio is below 100% indicating that the expenses to the reinsurers
exceeded the income from the reinsurance arrangements. We recommend that going forward, CLA
reconsider its reinsurance arrangements in place as at 31 December 2023.

Liquidity Risk
2.29.  Whereas as a going concern, CLA is expected to receive premium income, as well as premiums from
new business to offset these cashflows demands, the liquidity position should be monitored closely for

the short term as a liquidity gap in this period is observed. A proper asset liability matching exercise
should ensure that the assets and liabilities are matched both in respect of timing and amounts.

Compliance Risk

2.30. This is the risk that a change in the current legislation or global reporting requirement will affect a
company, or industry. This is especially because companies must abide by regulations set by
governing bodies that oversee their industry.

2.31. CLA should be wary of any adverse effects of future compliance requirements. This is especially with
the impeding adoption of the global requirements as well the possible shift to the Risk Based regime
for the Nigeria insurance industry. Such changes are bound to have implications on operational costs
and sometimes could even introduce restrictions to a company’s normal operations.
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Operational Risk

2.32. Operationalrisk s the risk of loss from failure of internal processes, systems and people. When offering
insurance services, there's a risk that systems may fail to accurately capture policy data or provide the
latest information on policyholders.

2.33. Due to the dynamic nature of this risk, the company should monitor each of these risk components
(people, systems and processes) regularly and review the risk management measures to ensure any
arising issues are adequately dealt with. Measures that may be considered include regular and updated
business training of the employees, adoption of efficient systems and processes as well as regular
reviews and updates of the same.

Actuary’s Opinions

Recent Experience and Profitability

2.34.  We recommend that CLA reviews their budgets or forecasts and aligns these based on the IFRS 17
accounts. This will also allow for the realignment of the key performance indicators.

Insurance Liability Valuation

2.35.  Asthe Appointed Actuary, we are satisfied with the reserves booked by CLA in their audited accounts.

2.36. The approach and methodologies adopted for the measurement of the insurance and reinsurance
contracts are in line with the IFRS 17 Standard and key actuarial decisions made by the insurer.

2.37.  We recommend that CLA continues to carry out the experience analysis of all economic and non-
economic assumptions to ensure that they remain current and reflective of the business.

Pricing and Premium Adequacy

2.38.  We recommend that in order to effectively assess the premium adequacy of Coronation Life, a profit
test analysis of the business in force has to be carried out. The exercise involves projecting to maturity
future cash flows in respect of the business in force based on the actual expected experience.

Reinsurance Arrangements

2.39.  We recommend that CLA undertake a reinsurance optimisation exercise to ensure that its retentions
are at an appropriate level to cover its claims and expenses in the future as well as gain from the
reinsurance arrangements in place.

240. We recommend that CLA develops metrics to be adopted for the performance review of the
reinsurance contracts held. This might include setting thresholds for key ratios as highlighted above.

2.41. In addition, we recommend that CLA separately reviews the performance of the insurance service
result before reinsurance from that of the reinsurance result at a class wise or portfolio level. This will
allow for a better assessment of each class or portfolio.
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3.

Information Requirements

Data Obtained

3.1

The following data was received from CLA in order to complete the FCR:

1 Up to date IFRS 17 financial statements as at 31 December 2023 and restated 2022 financial
statements in the IFRS 17 format;

1 Insurance Liability Valuation as at 31 December 2023;

1 Various documents relating to company governance structure and business plans for CLA,
including CLA's:

Reinsurance Management Strategy;

Investment Policy Document;

Budget for the 2023 financial year;

Projected budgets for the 2024 - 2026 financial years; and
Risk Management Framework.

1 Solvency Calculations for the 2023 financial year.

Reliances and Limitations

3.2.

3.3.

3.4.

3.5.

3.6.

3.7.

3.8.

This FCR is based on the audited financial statements of CLA as at 31 December 2023 as well as the
general business plans of CLA, and company information that was provided to Zamara.

It was assumed that the data provided by CLA was correct. A full audit of the data provided by CLA was
not conducted. However, reconciliations of data were conducted as part of the Insurance Liability
Valuation as at 31 December 2023.

The insurance liability valuation results as at 31 December 2023 were calculated in line with the newly
adopted financial reporting standard for Insurance Contracts, IFRS 17 (“the Standard”).

A summary of the insurance liability valuation results including our commentary on the process is
included in section 6 of this report.

We understand that Solvency returns are audited by the External Auditor. As such, whereas we have
not audited the returns, we have provided commentary on the solvency margins as at 31 December
2023 in section 8.

As external actuaries, we are not part of the Company’'s management body; consequently, our
exposure to the day-to-day activities of the company is limited. While we have undertaken to ensure
that our report and analysis are a reliable reflection of the Company’s true financial health, it is,
nonetheless, more likely for an external party to be unaware of material developments pertaining to
the Company that may be pertinent to the analysis and reporting undertaken.

This report should not be disclosed, copied, discussed with or otherwise furnished to any third party
(unless they have a statutory right to it) without prior written consent. Zamara Consulting Actuaries
Nigeria or any representative of our firm is not responsible whatsoever for any judgements or
conclusions that may be drawn by third parties from this report.
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4. Business Overview

Company Structure and Key Shareholders

4.1.

4.2.

4.3.

4.4,

4.5.

4.6.

4.7.

4.8.

Coronation Life Assurance Ltd is a wholly owned subsidiary of Coronation Insurance Plc (“the Parent
Company”). The Company was incorporated in Nigeria under the Companies and Allied Matters Act on
December 6, 2016, as a Private Limited Liability Company and commenced operations in 2007. The
Company is licensed by NAICOM as a life assurance underwriter.

Founded in 1958 and licensed to underwrite various classes of insurable risks, the Parent Company
offers a diverse range of products and services covering life, general and special risk businesses.

This report is limited to the information of CLA, not the consolidated Group information (i.e. this FCR
only covers life assurance business underwritten in Nigeria, and excludes business underwritten by
foreign offices belonging to the Group — unless stated otherwise).

The shareholding structure of the Parent Company over the reporting period was as follows:

Shareholder % Shareholding - 2022 | % Shareholding - 2023

Coronation Capital (Mauritius) Limited 41% 41%
Reunion Energy Limited - MAIN 21% 21%
Coronation Asset Management 5% 5%
Others (with shareholding of below 5%) 33% 33%

There were no changes in the shareholding structure during the year from the position as at 31
December 2022.

The Commission has in place “Corporate Governance Guidelines for Insurance and Reinsurance
Companies in Nigeria“. These guidelines highlight key requirements and provide guidance for effective
corporate governance of the regulated entities.

As at 31 December 2023, the Parent Company’s Board comprised of nine (9) members, out of which
two (2) are executive directors. Three of the non-executive directors are independent and meet the
criteria set by the guidelines on independent directors.

Various board committees are in place to oversee various activities within the company. The
committees in place during the 2023 financial year were:

a) Audit and Compliance Committee;

b) Enterprise Risk Management Committee;

) Finance, Investment and General Purpose Committee;
d) Establishment and Remuneration Committee; and

e) Information Technology Committee.
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Products
409. CLA currently underwrites the following classes of life assurance business:
a)  Group Life
b)  Credit Life
c)  Credit Life Bancassurance
d)  Term Assurance
e) Enhanced Term Assurance
f) Whole Life
g)  Investment linked
h)  Mortgage Protection Assurance
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5. Recent Experience and Profitability

Financial Performance

5.1 This table below details CLA's profitability, as well as a comparison of actual performance for the
financial year ended 31 December 2023. Key financial ratios have also been included that can be used
to assess any trends in the business.

. . 31-Dec-23 31-Dec-22
Financial Performance — T
NGN ‘000 NGN ‘000

Insurance Service Revenue

Insurance Service Result from insurance contracts issued

Expected Claims and Expenses Excluding Investment Component 52,614 78,433
Expected Release of Risk Adjustment 3,862 7,552
CSM Release 27,745 13,097
Acquisition Costs Recovered 388 3
PAA Premium Reserve Release (Earned Premium) 4,112,018 3,589,580
Total 4,196,626 3,688,665
Insurance Service Expenses

Actual Claims and Expenses 4,615,539 4,329,767
Change in Incurred Claims (1,445,065) (1,696,003)
Expected Claims and Expenses for Loss Component - -
Expected Release of RA For Loss Component - -
DAC Release - -
Increase in Losses on Onerous Contracts and loss reversal 6,574 26,959
Increase acquisition cash flows amortisation 731,422 646,604
Total 3,908,469 3,307,328

288,157 381,337

Net Income from reinsurance contracts 84,912 290,668
Net Expense from reinsurance contracts (682,880) (712,576)
Net Income/(Expense) from reinsurance contracts (597,968) (421,908)
[insurance Service Result—————————————(309,81) (40571 |
Investment Income 1,167,822 605,139
Insurance Finance Expense from insurance contracts (132,464) (196,392)
Insurance Finance Expense from reinsurance contracts 23,026 67,345
Interest declared on the DA fund - -
Investment Result* 1,058,385 476,092
Other Income and Expenses 642,123 385,376

IFRS 17 Profit

Income tax expense

Profit After Tax

1,390,697

(21,419)

1,369,278

820,896

(20,565)

800,331
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5.2.

5.3.

5.4.

5.5.

5.6.

5.7.

5.8.

5.9.

We observed a decrease in insurance service results from NGN 381 million in 2022 to NGN 288 million
in 2023 despite an increase in the insurance service revenue from NGN 3.7 billion in 2022 to NGN 4.2
billion in 2023. The decrease in the insurance service result was mainly attributable to the increase in
the insurance service expense from NGN 3.3 billion in 2022 to NGN 3.9 billion in 2023, representing a
18% growth over the years. this follows from the top line growth mainly in the actual claims and
expenses.

As highlighted in the previous table, the insurance service expense is made up of the incurred claims
and other directly attributable expenses, changes that relate to past service, insurance acquisition
cashflows amortization, and the losses on onerous contacts and reversal of the losses. In 2023, all the
outflows increased from the levels in 2022 except for the increase in losses on onerous contracts and
loss reversal which decreased from NGN 27.0 million to NGN 6.6 million in 2023 and the change in
incurred claims which decreased from NGN 1.7 billion to NGN 1.4 billion in 2023.

The reinsurance expenses, which represent the reinsurance costs or reinsurance share of earned
premiums decreased from NGN 712.6 million in 2022 to NGN 682.9 million in 2023, representing a 4%
decrease. Similarly, there was a huge decrease of 71% in reinsurance recoveries over the period
resulting into a net increase in the reinsurance service result of NGN 598.0 million compared to NGN
421.9 million in 2022.

Overall, the insurance service results (after reinsurance) declined marginally from a negative of NGN
40.6 million to a negative of NGN 309.8 million in 2023.

The net investment results position improved from NGN 476.1 million in 2022 to NGN 1.2 billion in
2023. This was mainly attributable to the increase in investment income from NGN 605.1 million in
2022 to NGN 1.2 billion in 2023 largely due to the realized gains on financial assets held.

Overall, the improved IFRS 17 profit in 2023 was attributable to the growth in the insurance service
revenue and the improved investment returns.

We outline below the business performance ratios for the year 2023 as well as the 2022 based on key
performance indicators under IFRS 17:

Loss Ratio 107.96% 109.50%
Expense Ratio 93.14% 89.67%
Combined Ratio 201.09% 199.17%

From the table above, in 2023, the combined ratio portrays a declined position compared to 2022
which stands at 199%. This decline is mainly attributed to the decreased insurance service result in 2023
compared to 2022.
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5.10. The financial ratios have been approximated as follows:

A Expense ratio :(Insurance service expense + Risk
adjustment) / insurance service revenue.

A Loss ratio :Actual claims Incurred / insurance service.
revenue.

A Combined Ratio : Loss Ratio + Expense ratio
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6. Insurance Liability Valuation

6.1. We carried out an IFRS 17 based Statutory Actuarial Valuation for CLA which entailed relying on the
Company's data and resources available to prepare IFRS 17 accounts as at 31 December 2023.

6.2. The Statutory actuarial valuation covered insurance contracts issued for individual life and group
business classes of business. The Group Business class of business comprises of the Group Life, Credit
Life and Credit Life Bancassurance products.

6.3. The Statutory actuarial valuation was based on data and resources available at the time of undertaking
this exercise. We used assumptions made by Coronation Life in selecting measurement methods,
allocating items of actual experience, such as expenses and investment income across the Company’s
products and IFRS 17 groups.

6.4. In line with the requirements of the IFRS 17 Standard (“the Standard”), the valuation of insurance
liabilities covers liabilities for remaining coverage (LRC) and liabilities for incurred claims (LIC) at gross
and reinsurance levels using prescribed methodologies and assumptions.

Valuation Results

6.5. This section shows the results of the actuarial valuation of the Company’s Life Fund as at 31 December
2023. The results of the valuation as at 31 December 2022 and 31 December 2021 have been provided
for comparative purposes.

6.6. The table below details the IFRS 17 liabilities for the long-term business as at 31 December 2021 to 31
December 2023.

Liabilities as at 31st December 2021 - 31 December 2023(Long-Term business)
Amounts in NGN ‘000

mounsnNGN 000

Best Estimate Liability (37,252) 345,068
Risk Adjustment 9,202 12,403
Contractual Service Margin 60,710 124,547
Totals 32,660 482,018
6.7. From the table above, the Best Estimate Liability (BEL) for the Individual life business increased

significantly due to the insurance liabilities of annuity product that was issued in 2023. The Risk
Adjustment (RA) has increased in line with the increase in the Best Estimate Liability. The Contractual
Service Margin for the Individual life business increased from NGN 60.7 million to NGN 124.5 million
majorly due to the new business written in the year 2023.
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6.8. The tables below shows the IFRS 17 liabilities as at 31 December 2021, 31 December 2022 and 31
December 2023 for the group business and reinsurance.

Liabilities as at 31st December 2021 - 31 December 2023 (Group Life -Gross)
Amounts in NGN ‘000

Group Risk Liabilities 31 December 2021 | 31 December 2022 | 31 December 2023

IBNR + OCR 1,821,726 1,509,724 1,258,788
Effect of Discounting (376,323) (291,543) (287,043)
Risk Adjustment 130,086 100,762 80,378
LIC/LRC Transfers - - (209,299)
Liability for Incurred Claims 1,575,490 1,318,943 842,825
Unearned Premium Reserve 367,048 441,984 390,906
Deferred Acquisition Cost (20,854) (28,313) (21,966)
Loss Component - - 556
LRC - Payables 43,059 42,471 175,454
Liability for Remaining Coverage 389,253 456,142 544,950

[ TotalReserve | 1964742 1775086 1.387.775]

6.9. From the table above, we note that there is a decrease in the total liability between 31 December 2022

and 31 December 2023. The liability for incurred claims decreased mainly due to the decrease in
Incurred but Not Reported (IBNR) and Outstanding Claims Reserve (OCR) between the two periods.
Consequently, the risk adjustment applied to LIC also decreased. It is important to highlight that IFRS
17 allows for a Risk Adjustment, which partly offsets the impact of discounting.

Liabilities as at 31st December 2021 - 31 December 2023 (Bancassurance - Gross)
Amounts in NGN ‘000

‘ Bancassurance Liabilities 31 December 2021 | 31 December 2022 | 31 December 2023 ‘

IBNR + OCR 115,382 124,428 223,408
Effect of Discounting (23,835) (24,028) (50,944)
Risk Adjustment 8,239 8,305 14,265
LIC/LRC Transfers - - -
Liability for Incurred Claims 99,786 108,704 186,729
Unearned Premium Reserve 529,918 935,932 530,902
Deferred Acquisition Cost (84,591) (147,807) (188,616)
Loss Component - - -
LRC - Payables - - 146,564
Liability for Remaining Coverage 445,327 788,124 488,851

6.10.  From the table above, we note that the total liability as at 31 December 2023 is lower than the total
liability as at 31 December 2022. This decrease between the two periods is attributable to the decline
in business, which resulted in the decreased Unearned Premium Reserve.
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6.11.

6.12.

6.13.

Liabilities as at 31st December 2021 - 31 December 2023 (Credit Life - Gross)
Amounts in NGN ‘000

Credit Life Liabilities 31 December 2021 ‘ 31 December 2022 | 31 December 2023

IBNR + OCR 1,639 2,713 1,063
Effect of Discounting (339) (524) (242)
Risk Adjustment 117 181 68
LIC/LRC Transfers - - -
Liability for Incurred Claims 1,417 2,370 889
Unearned Premium Reserve 16,622 30,542 40,929
Deferred Acquisition Cost - - (3,206)
Loss Component - - -
LRC - Payables - - 5,972
Liability for Remaining Coverage 16,622 30,542 43,695

The total liability increased from NGN 32.9 million to NGN 44.6 in 2023 due to the increase in the
liability for remaining coverage.

Liabilities as at 31st December 2021 - 31 December 2023 (Reinsurance Assets)
Amounts in NGN ‘000

31 December 2021 ‘ 31 December 2022 | 31 December 2023

IBNR+OCR (688,525) (369,569) 334 878)
Effect of Discounting 142,232 71,151 76,363
Risk Adjustment (49,166) (24,684) (21,383)
LIC/LRC Transfers - - (1,904)
Liability for Incurred Claims (595,460) (323,101) (281,802)
Unearned Premium Reserve (261,426) (216,299) (106,283)
Deferred Acquisition Cost 17,751 38,795 24,193
Loss Component - - -
LRC — Receivables - (17) 1,714
Liability for Remaining Coverage (243,675) (177,521) (80,375)

(839,135) | (500,622) (362,178)

For Reinsurance, the total reinsurance slightly increased between the two periods. The increase was
driven by an increase in the reinsurance share of unearned Premium reserves from a negative of NGN
216.3 million as at 31 December 2022 to a negative of NGN 106.3 million as at 31 December 2023.

Please refer to the Statutory Report on the actuarial valuation of the Life Fund as at 31 December 2023
conducted for the Company for a detailed breakdown of the methodology, basis and results of the
actuarial valuation.
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Actuary’s Opinion
6.14.  Asthe Appointed Actuary, we are satisfied with the reserves booked by CLA in their audited accounts.

6.15. The approach and methodologies adopted for the measurement of the insurance and reinsurance
contracts are in line with the IFRS 17 Standard and key actuarial decisions made by the insurer.

6.16. We recommend that CLA continues to carry out the experience analysis of all economic and non-
economic assumptions to ensure that they remain current and reflective of the business.
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7. Capital Management & Capital Adequacy

Capital Management Framework

7.1

7.2.

The Company’s Capital Management Policy documents the guidelines for the allocation and
management of capital and resources in the Company. The capital management framework describes
the minimum requirement for allocation, taking into consideration current business realities and
capabilities; the framework comprises of the principles and governance structures as well as the
monitoring and reporting requirements which are necessary for the efficient allocation of capital by the
Company. The framework is reviewed every two to three years based on emerging realities, new
developments and changes in the Company’s minimum capital requirement.

The Company manages and monitors its capital level in order to ensure its going concern and
compliance with its regulatory capital requirements. The Company differentiates between the
following capital components:

a) Regulatory Capital: This is the minimum capital the Regulator requires the Company to have for
its business operations and is estimated based on rules as specified by the Regulator.

b)  Economic Capital: This is the estimate of the amount of capital at a given confidence level
required by the Company to absorb unexpected losses arising from business activities. The
Company measures this based on risks assumed in its business operations.

c)  Available Capital or Own Funds: This is the amount in excess of the required capital that the
Company has. The Company further differentiates its available capital between Accounting
Capital and Regulatory Available Capital.

Solvency Margin Requirement

7.3.

7.4.

According to regulatory requirements, insurers need to ensure that their Solvency Margin exceeds the
maximum of 15% of the net premium income and the minimum regulatory requirement of NGN 2
billion. The Solvency Margin is calculated as the excess of admissible assets over admissible liabilities.

The Statutory Capital Adequacy Ratio (SCAR) calculated as the excess assets over regulatory capital is
estimated at 173%% as at 31 December 2023. This has increased from 139% in 2022 mainly due to an
increase in assets hence the increased solvency margin.
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The following provides a summary of the SCAR over the last two years.

Capital Item
Amounts in N'‘O00 2022 2023

Total Admissible Assets 9,684,112 11,201,627
Total Liabilities 4,909,062 5,744,429
Minimum Regulatory Capital 2,000,000 2,000,000
15% of Net Premium 490,014 539,799
Surplus/Deficit 2,775,050 3,457,198

Statutory CAR Cover 139% 173%

As at 31 December 2023, CLA is required to hold minimum capital of NGN 2 billion i.e. the higher of
NGN 2 billion and approximately NGN 539.8 million representing 15% of the net Insurance Service
Revenue during the last preceding financial year.

The SCAR was observed to be following an increasing trend over the period due to increases in the
solvency margin. The increase in the solvency margin in 2023 was due to the increase in total
admissible assets.
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8. Pricing and Premium Adequacy

Pricing Policy

8.1

8.2.

8.3.

CLA has in place an underwriting policy which provides guidelines for acceptable life underwriting
practice in the Company. The policy provides the procedures, documents to be relied upon,
performance measures and the risk and controls to be employed in the underwriting process.

The document covers the business acquisition process including its interaction with other units in the
organization such as reinsurance, IT and customer service. In particular, the document provides
guidance on management of new business, management of renewal business, risk acceptance criteria
and approval limits.

The Company also has an Underwriting Risk Management Policy in place which is intended to address
the management of exposures in light of business strategies and other management policies put in
place by the Company.

Premium Adequacy

8.4.

8.5.

8.6.

8.7.

8.8.

8.9.

The table below indicates key financial ratios for CLA for the financial year ended 31 December 2023.
The corresponding statistics from the previous year have been included for comparative purposes.

31 December 2023 31 December 2022 ‘

Loss Ratio 107.96% 109.50%
Expense Ratio 93.14% 89.67%
Combined Ratio 201.09% 199.17%

The above statistics indicate that the overall mix of exposure for the Company results in a loss due to a
combined ratio above 100%.

Overall, the combined ratio slightly increased from 199% to 201%. A combined ratio of above 100%
indicates that the premium rates being charged are not sufficient to handle the claims and expense
experience arising.

We recommend that in order to effectively assess the premium adequacy of Coronation Life, a profit
test analysis of the business in force has to be carried out. The exercise involves projecting to maturity
future cash flows in respect of the business in force based on the actual expected experience.

The cash flows include all contractual outgo and income as well as the increase in statutory reserves
for every period of projection. As the reserves held include risk margins, we expect that the margins are
released as profits through the term of the policy. The discounted profits are then expressed as a
proportion of the present value of future expected premiums in order to arrive at a profit margin of the
business.

A positive profit margin indicates that the premiums are sufficient to cater for expenses and claims. The
profit test exercise may be extended to assess the profitability of all policies in force as well as expected
new business in an appraisal value calculation. This would serve as a granular check on the profitability
of each type of product sold by the company, together with the actual drivers of the same.
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8.10. An explicit analysis of surplus would further determine the parameters that are contributing to the
profits, e.g. lapses being lower than expected could release profits.
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9. Asset and Liability Management

9.1 The financial statements as at December 2023 were prepared in accordance with the IFRS 17
requirements. This includes a change in the presentation of the financial statements in addition to the
level of disclosures required compared to the previous years' financial statements.

9.2. We provide below a summary of the balance sheet including the IFRS 17 results based on the IFRS 17
accounts produced by CLA as at 31 December 2023 and the restated IFRS 17 2022 financials:

Asset/Liability Class

(NGN "'000) 31 December 2023 31 December 2022
Financial Investments 9,195,028 8,583,647
Reinsurance Contract Assets 362,178 500,622
Insurance Contract Assets - 973
Trade Receivables 53,281 5,231
Statutory deposit 200,000 200,000
Other receivables 2,466,298 1,676,890
Cash and Cash Equivalents 3,702,832 2,594,084
TowlAssets 15979616 13561446
Insurance Contract Liabilities 2,589,967 2,738,459
Investment Contract Liabilities 2,566,402 1,348,822
Other Payables 588,060 821,782
Current Income Tax Liabilities 56,461 132,114
[ TotalLiabiliies 5800890 5041177
Share Capital 7,798,591 7,798,591
Retained Earnings 1,849,557 617,207
Contingency Reserves 533,384 396,456
Fair Value Reserves (2,806) (291,986)

Total Equity 10,178,726 8,520,269 |

Total Equity and Liabilities 15,979,615 13,561,445

Assets

Valuation of Assets

9.3. For the purposes of this FCR, we are not aware of any assets that are not held at fair value. Therefore,
the assets adopted for our review total NGN 16.0 billion as at 31 December 2023. The total assets of
CLA have grown by 18% in the period between 31 December 2022 and 31 December 2023.
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Asset Admissibility

9.4. The following assets held by CLA are inadmissible for the purposes of demonstrating regulatory
solvency under the existing solvency templates:
A Other receivables & prepayments
A Portion of Investment in associates
A Right of use asset

Liabilities

9.5. The Company underwrites life insurance and savings products for the individual and business markets.
Please see section 4 for further details.

9.6. The life assurance liabilities held by the Company are primarily long-term and are all denominated in
Naira.

9.7. The Company is exposed to foreign exchange currency risk primarily through transactions
denominated in foreign currency, as well as currency fluctuations in its investments. The Company
regularly reviews its investment policy with a view to taking advantage of the foreign exchange volatility
and immunizing the liability obligations of the Company.

9.8.

The currency, nature and term of the liabilities impact the assets that the Company should be investing
in to reduce the risk of a mismatch between assets and liabilities.
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Asset Liability Matching

9.9. The following is a Gap analysis showing the projected asset/liability profile of CLA. The analysis is based
on the internal computation undertaken by CLA:

Time Period

Class of Asset (NGN ‘000) Gross 1-3 3-6 6-12 -
nominal months months months

Cash and cash equivalents 3,809,502 3,809,502 - - -
Debt Securities at fair value through OCI 2,990,885 - 52,000 325,000 2,613,885
Debt securities at amortised cost 3,422,416 - 45,765 51,764 3,324,887
Trade receivables 53,281 53,281 - - -
Reinsurance assets (excluding prepaid 841,000 43,000 16,204 | 389,000 |  (207.561)
reinsurance)

Other receivables (excluding prepayments) 414,066 414,066 - - -
Statutory deposit 200,000 200,000

Total Income from Assets 11,731,151 4,319,850 113,969 765,764 5,931,211

Gross
nominal

3-6
months months

6-12
months

yea rs

Investment contract liabilities 2,566,402 45,000 32,000 338,000 630,600
Trade payables 51,798 42,000 52,300 - -
Other payables (excluding non-financial liabilities) 717,586 135,000 43,000 105,300 -
Life insurance contract liabilities 2,814,465 78,000 165,000 1,425,000 1,146,465

Total liabilities outgo 6.150,251 300,000 292,300 | 1,868,300 1,777,065 ‘
[ Gp | 5580,900 4,019,850 | (178,331) | (1,102,536) 4,154,147 |

9.10.

except for the assets between the 3-6 months and 6-12 months’ time period.

9.11.

The analysis shows that the total assets are expected to exceed the total liabilities at most maturities

It is recommended that a projected cashflow analysis is performed which allows for all cash inflows

and cash outflows. This would help in determining if there is sufficient liquidity to cover the gaps

identified in the current analysis.
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Investment Policy

9.12.

9.13.

9.14.

9.15.

9.16.

9.17.

9.18.

9.19.

CLA has an Investment Policy in place. The Policy based on the Insurance Act and Prudential Guidelines,
in accordance with the Company’s risk appetite, outlines the investment philosophies and objectives
of the Company, and establishes appropriate investment guidelines for the strategic and operational
execution of the Company'’s investment strategy, in order to ensure that investment opportunities are
maximized, as they occur, within acceptable risk limits, while providing reasonable parameters to
ensure prudence, attention to relevant market details, care in executing investment decisions and
appropriate portfolio performance evaluation.

Furthermore, the Policy provides guidance for, expectations of, and limitations on all parties who are
responsible for the Company’s investment activities.

The Policy is subject to periodical reviews in order to reflect changes in market conditions, company
objectives, risk profile or other factors relevant to the company.

Overall, the Policy gives clear guidance on the investment process for the insurer’s funds. The Policy is
robust as it addresses key issues in the investment cycle.

The investment policy as approved by the Board shall be filed with the Commission on an annual basis.

Investment Objectives

The Company’s investment objectives as stipulated in the Investment Policy as provided are:

a)  To achieve portfolio returns in line with benchmarked assets and deliver superior risk adjusted
returns, thereby ensuring that the Company’s capital and policyholder funds are not eroded.

b)  To minimize the risk of the fund under management to enable the Company to meet its
obligations as at when due.

c) To maintain quality investment portfolio in line with the Company’s strategic investments
initiatives in securities which provide consistent returns.

d) To consistently provide the required liquidity to support business operations.
e)  To ensure diversification of the Company’s income lines.

Investment Strategy

The Company's investment strategy aims at maximizing total return i.e. capital gains (realized and
unrealized), plus income obtained from dividends and interests, to enhance earnings and liquidity.

The Company shall adopt a balanced investment strategy in managing its investment portfolios
(Policyholders Fund and Shareholders Funds), in order to ensure the realization of superior long-term
risk adjusted returns on a consistent basis, in line with the Company's risk appetite and income target.
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9.20.

9.21

9.22.

9.23.

9.24.

Duties and Responsibilities

The duties and responsibilities of the parties involved in the investment decision making process are
also highlighted in the Policy. Responsible parties include the Board, the Finance, Investment and
General-Purpose Committee, Senior Management, Investment Managers and Consultants.

The Board has the ultimate responsibility for management of the investment process. It is responsible
for providing the strategic guidance for the development and achievement of the Company’s
investment objectives and overseeing operations of the funds to ensure the policies are being adhered
to.

Further, there exists a Finance, Investment & General-Purpose Committee that implements the set
policies and guidelines. The committee is tasked with overseeing the effectiveness and administration
of investment related policies including operations and compliance with legal investment limits and
review the Compliance with regulatory risk-based supervision framework.

The Senior Management has the responsibility and authority to:

a)  Assist the Board and its committee in establishing investment and administrative policy.
b) Implement the policies and programs established by the Board.

) Report to the Board on the status and performance of the funds.

Investment Managers shall:

a)  Comply with the provisions of the Investment Policy.

b)  Evaluate, review and recommend purchase or sale securities.

) Keeping appropriate records of all investment transactions.

d)  Review and monitor market developments to guide investments decisions

e) Review and implement investment strategies.

f) Prepare and present periodic portfolio performance reports to the Finance and Investment
Management Committee and the Board.

g)  Adhere to all regulatory requirements.
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9.25.

9.26.

9.27.

Asset Allocation

In terms of the Asset Allocation, the strategic asset allocation and movement in the percentage
allocation for different asset classes shall be within the range below unless tactical strategy is approved

for adoption.

Asset Class

Sharehold
ers Fund

Band (-/+)

Insurance
Fund

Band (-/+)

Investment
Linked

Fund

Band (-/+)

Term deposits 10% 10 24% 10 30% 30
Treasury bills 10% 10 5% 5 13% 13
Bonds 34% 34 40% 5 44% 44
State bond 1% 1 2% 2 3% 3
Corporate bond 15% 15 7% 7 7% 7
Mutual Fund 5% 5 10% 10 1% 1
Real estate 10% 10 1% 1 1% 1
Equities 15% 15 11% 11 1% 1
100% 100% 100%

However, the above asset allocation shall be altered from time to time, in line with market direction to
ensure optimal returns for the Company.

Performance Measurement

As prescribed in the Policy, the adopted performance benchmarks for each asset class is summarised

in the table below:

Investment Class ‘ Benchmark

Term Deposits

91days -Treasury bill rate

Treasury Bills, Bankers’ Acceptance, Commercial Paper

1-year Treasury bill

Fixed-Income (Bonds)

5-year Bond index

Quoted Equities

NSEASI

Real Estate

Real Estate Investment Trust Returns
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10. Reinsurance Arrangements

Reinsurance Management Strategy

10.1.

10.2.

10.3.

10.4.

The Company has a reinsurance risk management policy in place. The policy provides guidelines
governing the Company'’s reinsurance strategy. The policy also considers:

Systems for the selection of reinsurance brokers and other reinsurance advisers.

Systems for selecting and monitoring reinsurance programmes.

Clearly defined managerial responsibilities and controls.

Senior management responsible for reviewing reinsurance management systems in place.
Profiling and categorization of reinsurers into tiers in determining Company exposure limit.

Presence of well-resourced reinsurance department responsible for preparing clear
methodologies for determining all aspects of a reinsurance programme.

The remainder of this section details the Company'’s reinsurance management practices.

Placing Reinsurers

The Company only considers reinsurance counterparties with good track records and strong financial
positions. The Company profiles and categorizes reinsurers into different tiers that determine the
Company'’s allowed exposure limits.

The Company considers the following factors when determining the choice of reinsurer and
reinsurance method:

Characteristics of the reinsurance programme, including associated counterparty risk.
Evaluation of reinsurers outside the minimum investment grade.

Limits or guidelines that reflect the security and size of the business, in relation to the Company's
maximum aggregate exposure to any reinsurer or a group of related reinsurers.

Ease of monitoring aggregate exposures.
Ease of timely and complete report due to and from reinsurers.

Availability of specific processes in place to approve, monitor and confirm the placement of each
facultative risk.
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10.5.

10.6.

10.7.

10.8.

2023Reinsurance Programme
The current reinsurance arrangements are surplus treaties for its Group Life, Group Credit, and
Individual Life businesses.

A facultative reinsurance arrangement also exists to cater for risks that falls outside the treaty
reinsurance program.

The Company'’s reinsurance strategy is to continuously ensure adequate risk exposure control, increase
the stability of claims ratio and continuously align with Corporate’s strategy drive towards profitability.

The following table illustrates the current treaty reinsurance counterparties the Company is exposed

to:

Business ) Reinsurers Proportion Credit Rating
Reinsurance Type

Group Life Surplus Treaty Africa RE 60% A
Continental RE 25% B+(Good)
Waica RE 7.5% B+
FBS RE 2.5% Nil
Nigeria RE 5% BB+
Individual Life Surplus Treaty Africa RE 60% A
Continental RE 25% B+(Good)
Waica RE 7.5% B+
FBS RE 2.5% Nil
Nigeria RE 5% BB+
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Impact of Reinsurance on Insurance Service Result

10.9. We assessed the impact of the reinsurance arrangements on CLA's performance over the last two years

based on the IFRS 17 results over these periods as shown below.

31 December 2023

31 December 2022

Class of Business K Shs 000 K Shs 000
Insurance Revenue 4,196,626 3,688,665
Ceded Premium (682,880) (712,576)
Reinsurance Commission 205,291 128,194
Profit Commission - -
Net Premium allowing for reinsurance Commission 3,719,038 3,104,283
Gross Paid Death Claims 868,548 1,144,698
Reinsurance Recoveries (126,114) (310,023)
Net Paid Claims 742,434 834,675
Gross Paid Death Claims Ratio 21% 31%
Net Paid Death Claims Ratio 20% 27%
Reinsurance Impact 16% 19%
Reinsurance Service Ratio 49% 61%

10.10. Reinsurance service ratio is calculated as the income from reinsurance arrangements divided by the
expenses to the reinsurance arrangements. A ratio of less than 100% indicates that the reinsurance
arrangements are insufficient.

10.11. Therefore, for CLA, reinsurance arrangements seem to have not served the company during the year.

We recommend CLA continues to carry out reinsurance optimisation exercises to benefit from their
reinsurance arrangements

Actuary’s Opinion

10.12. We recommend that CLA undertake a reinsurance optimisation exercise to ensure that its retentions
are at an appropriate level to cover its claims and expenses in the future as well gain from the
reinsurance arrangements in place.

10.13. We recommend that CLA develops metrics to be adopted for the performance review of the
reinsurance contracts held. This might include setting thresholds for key ratios as highlighted above.

10.14. In addition, we recommend that CLA separately reviews the performance of the insurance service

result before reinsurance from that of the reinsurance result at a class wise or portfolio level. This will
allow for a better assessment of each class or portfolio.
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11. Risk Management

Risk Management Strategy

11.1. This section provides a high-level description of the Company’s risk management framework, including
the risk management process. This section should be read with reference to the Company’s Enterprise
Risk Management ("ERM") Framework.

11.2. The Commission has developed minimum standards for risk management frameworks within
insurance companies to provide stakeholders with assurance that the risks they are exposed to are
adequately managed. As part of the risk management guidelines all insurers are required to:

a)  Documented Risk Management Strategy

b)  Documented Risk Management Policies, Procedures and Controls
c) A written Business Plan that is approved by the Board

d) A Chief Risk Officer

e)  An Enterprise Risk Management Committee

f) Up-to-date Risk Registers

g) A Review Process

h) A well-defined Risk Governance and Responsibilities

i) Defined Risk Appetite

j) A system for Independent Review

k)  Address all material risk (at a minimum covering Market risk, Credit risk, Operational risk, Liquidity
risk, Reinsurance risk, Underwriting risk, Reserving risk, Claims management risk, Group risk,
Reputational risk and Legal risk.

11.3.  The guidelines require that the risk management framework address all material risks including, Credit
Risk, Operational Risk, Liquidity Risk, Reinsurance Risk, Underwriting Risk, Reserving Risk, Claims
Management Risk, Reputational Risk, Group Risk and Legal Risk.
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Risk Management Framework

11.4.

11.5.

11.6.

11.7.

11.8.

11.9.

11.10.

The major focus of the Company’s ERM Framework is to ensure that the Company complies with sound
risk management practices in achieving its business goals and objectives, as well as ensuring that
material risks are focused on in an integrated manner, rather than in isolation.

The Company’s ERM framework aims to enable the Company to:

a)  Identify and understand the full spectrum of risks facing the Company.

b) Define its appetite for risk, based on its strategic objectives.

c)  Assess, measure and quantify the risks identified.

d)  Develop risk mitigation and control techniques.

e) Enhance the overall performance of the Company; and,

f) Comply with all regulatory requirements with respect to risk management practices

The Risk Management Strategy refers to the Company's strategy with regards to the types of business
and risks that it is willing to participate in and provides guidance on the approach to measuring and
managing risk and return, which is consistent with the overall business strategy.

NAICOM'’s guidance on risk management requires that all insurers within the Nigerian insurance market
develop a Risk Management Strategy. The Company confirmed that the Risk Management Strategy
utilized is embedded in the Risk Management Framework.

Management identified the main risks the company is exposed to as being Counterparty Default Risk,
Insurance Risk, Liquidity Risk, Reputational Risk, Operational Risk and Counterparty Default Risk

The Company’s risk strategy for the next year is:

a)  Tofocuson macro-economic risks ranging from inflation rate risk, foreign exchange risk, political
risk, business risk, operational risk, risks associated with engagements with counterparties and
their potential impact on the company’s operations.

b)  To ensure the adequacy of mitigants to avoid undue exposure to its insurance risk, credit and
counterparty risk, and regulatory risk.

The company also intends to improve the risk management framework by:

a)  Entrenching the risk culture company wide.

b)  Adopting risk-adjusted performance measurement techniques in the company’s operations.
) Process automation across key functions.

d)  Improved cyber risk management.

e) Implementation of an ESG framework.
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11.11.

11.12.

11.13.

Risk Appetite Framework

The Company has a risk appetite statement that articulates its appetite for Underwriting risk,
Counterparty Default Risk, Operational risk, Market risk, Investment risk, Liquidity risk, Reputational risk,
Strategic/Business risk and Legal risk. These are articulated by using a combination of quantitative and

qualitative statements.

Risk Governance

The Company identified a few of the major risk areas and is addressed in the ERM Framework, including
the insurance-specific risks namely, Reinsurance Risk, Underwriting Risk, Reserving Risk and Claims
Management Risk, as prescribed by the regulatory guidelines. However, Group Risk required by the
regulatory guidelines is not addressed in the framework.

The following table sets out the roles and responsibilities of the Board, Board Enterprise Risk
Management Committee ("BERMC") Risk Committees and Risk Management Department as stated in

the ERM framework:

Board of Directors BERMC Risk Committees Risk Management Function

The Board is responsible for:

« Establishment of governance
structure (board
subcommittees, executive
responsibilities and risk
management and assurance
functions)

* Approval of risk policies to
mandate a set of standards for
risk management throughout
the Company that include risk
identification, measurement,
setting of exposure and risk
limits, monitoring and control
and risk reporting

¢ Forming a view of the risk
culture in the Company, and
the extent to which that culture
supports its ability to operate
consistently within its risk
appetite, identifying any
desirable changes to the risk
culture and ensuring the
organization takes steps to
address those business risks

* Overseeing the ERM
framework and its

The BERMC is responsible for:
sEffectively coordinating the
efforts of management risk
committees to provide an
integrated view of risks faced
by the Company to the Board
at regular intervals

« Effectively implement the
Board's strategy for risk
management

» Reviewing reports on the
Company'’s risk profile, the
action plans in place to manage
high risks, and monitoring
progress against plans to
achieve these actions

» Making suitable
recommendations to the Board
as it sees fit and examining any
other matters referred to it by
the Board

* Reviewing issues raised by
Internal Audit that impact risk
management and making
suitable recommendations to
the Board

* Approval of exceptions to the
risk policies upon thorough
enquiry into circumstances

The Risk Management Function
is responsible for:

« Understanding the business
strategy of the Company and
using necessary measures to
influence both the Board and
the managers and employees
responsible for making day-to-
day decisions

» Providing overall direction for
enterprise-wide risk
management framework across
the Company, for the
management of risks

» Defining policies, processes
and strategy for the
management of risks, including
risk philosophy, appetite,
tolerance limits

» Extending risk principles into
wider business strategy

» Enabling the Company to
make decisions based on a
better appreciation of the
relationship between risk and
reward

* |[dentifying and monitoring
emerging risk that may be
material for the Company in
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operationalization by
management
exceptions
« Setting appetite for risk taking
at the firm level and at various
levels consistent with business
strategies

* Approving the Company’s risk
management strategy

« Ensuring effectiveness,
independence, and integrity of
the risk management system
through internal control and
audit

leading to exceptions, nature,
size and genuineness of

future due to changes in the
risk environment

* Reviewing and performing
analysis of the Company'’s
business and investment
proposals to ensure that risks
have been adequately identified
and mitigating factors putin
place

» Ensuring business continuity,
defined as the ability to sustain
operations in the event of
major losses and have crisis
management policies in place

Three Lines of Defence Model

The Company has adopted the three lines of defence model for its risk governance framework,
specifying roles and responsibilities for each line of defence and ensuring independence of the parties

involved.

The following table provides a brief summary of the model:

Line of Defence Parties Responsible Risk Management Function

Business Units and support
functions with primary
responsibility for risk
management

First line of
Defence

« |[dentifying, reporting and prioritizing
existing and emerging risks

* Implementing the Company’s policies and
managing daily risk exposures by using
appropriate procedures and internal
controls

Defence



















