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Corporate Information

Liberty Life Assurance Kenya Limited ("the Company”) operates in eight towns and cities across Kenya with approximately 307
agents and 139 employees. The Company has provided insurance services to the nation since 1964 and continues to offer a
range of life insurance, investment and pension products.

The Company is a wholly owned subsidiary of Liberty Kenya Holdings Plc which is listed at the Nairobi Securities Exchange.
Liberty Life Assurance Kenya Limited is proud to be associated with Heritage Insurance Company Kenya Limited, also a wholly

owned subsidiary of Liberty Kenya Holdings Plc. Liberty Kenya Holdings Plc's parent is South African based Liberty Holdings
Limited, which is part of Standard Bank Group Limited. Liberty Holdings Limited is a Pan African financial services company

with operations in 30 African countries.
Our Vision
To be the trusted leader in life insurance in Kenya.

Mission

To be the trusted provider of customer experiences through own and partner solutions to enable the financial freedom of our

customers and employees.

Our Purpose

Improving people’s lives by making their financial freedom possible.
Our Company Values

Involvement: Our humanity and empathy.

Innovation: Our ingenuity and curiosity to do things better.
Integrity: Our fairness and honouring our word.

Insight: Our knowledge and understanding.

Action: We roll up our sleeves and always find a way to make things happen.

Directors
First appointed

Peter Gethi 2009
Abel Munda 2005
Michael du Toit 2008
Stuart Wenman (Resigned 31 August 2022) 2009
Rachel Mbai 2017
Catherine Mitchem (Resigned 31 December 2022) 2017
Rajesh Shah 2018
Andrew Lonmon-Davis 2019

Secretary

Doreen Onwong'a

Qwasha Corporate Services LLP
Nairobi
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Corporate Information (continued)
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Directors' Responsibility for Financial Reporting

The directors are responsible for the preparation and presentation of financial statements of Liberty Life Assurance Kenya
Limited, set out on pages 23 to 105 which comprise the statement of financial position as at 31 December 2022 and the
statements of comprehensive income, changes in equity and cash flows for the year then ended, the notes to the financial
statements which include a summary of significant accounting policies and other explanatory information.

The directors’ responsibilities include: determining that the basis of accounting described in accounting policy 1 is an
acceptable basis for preparing and presenting the financial statements; Preparation and presentation of financial statements in
accordance with International Financial Reporting Standards and in the manner required by the Kenyan Companies Act, 2015;
and for such internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatements, whether due to fraud or error,

Under the Kenyan Companies Act, 2015, the directors are required to prepare financial statements for each financial year that
give a true and fair view of the financial position of the company as at the end of the financial year and of the profit or loss of
the company for that year. It also requires the directors to ensure the company keeps proper accounting records that disclose
with reasonable accuracy the financial position and profit or loss of the company.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting
policies supported by reasonable and prudent judgements and estimates, in conformity with International Financial Reporting
Standards and in the manner required by the Kenyan Companies Act, 2015. The directors are of the opinion that the financial
statements give a true and fair view of the financial position of the company as at 31st December 2022 and of its financial
performance and cashflows for the year then ended.

The directors further accept responsibility for the maintenance of accounting records that may be relied upon in the preparation
of financial statements, as well as adequate systems of internal financial control. The directors have made an assessment of
the company's ability to continue as a going concern and have no reason to believe the company will not be a going concern
for at least the next twelve months from the date of this statement.

Approval of the financial statements

The financial statements, as indicated on pages 23 to 105, were approved and authorised for i suge by the Board of directors on
16 March 2023.

Petef'aei'ni :Abel Munda

Chairma Managing Director
16 March 2023 16 March 2023
Nairobi Nairobi
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Chairman's Statement

| am pleased to present to you the annual report and financial statements for the year ended 31 December 2022.
1. Performance review

The year 2022 saw regional economies begin to recover from the impact of the COVID-19 pandemic. The two previous
financial years were deeply impacted by the vagaries of the pandemic and our focus was to protect our customers, our staff
and business as a whole.

Global gross domestic product (GDP) growth for 2022 is estimated to have fallen to 3.2% from 6.1% in 2021 on account of a
multitude of shocks, ranging from Russia's invasion of Ukraine to China's persistent zero covid measures that saw the world
inflation rate rise from 4.7% in 2021 to 8.8% in October 2022(IMF).

Kenyan GDP is estimated to have grown by 5.1% in 2022 compared 6.7% in 2021 on account of declines in domestic and
external demand following the electioneering period, impact of the Russia-Ukraine war, low employment levels, inflation
pressures, and the negative impact of climate change.

Liberty Life Assurance Kenya Limited, despite the challenges, remained resilient, delivering a reasonable top-line. Despite the
impact of the global challenges on the Kenyan economy, the insurance sector included, the Company’s Gross Premiums
recorded 8% growth year on year, which is mainly attributable to greater contribution of newly launched products and good
business retention. This demonstrates solid business fundamentals, with regard to the future of the business. The company
recorded a loss of Kshs 70 million (compared to a loss of KShs 157 million in 2021), largely on account of negative investment
market performance.

The Board, working with the management, continued to implement measures to return the company to profitability through
enhancing customer propositions, better risk management, as well as increased business acquisition and retention. Coupled
with an improving economic environment, we are optimistic that this will lead to better performance by the Company in 2023
and beyond.

2. Business environment

The insurance industry weathered business headwinds, ranging from effects of the Covid -19 pandemic, rising interest rates,
inflation and poor investment market performance, to record a premium growth of 11.4% in 2022, The long-term insurance
business is estimated to have grown by 12.3% in 2022. The insurance industry players continue to churn new products into the
market as well as deploying innovative digital capabilities to increase value creation to the customers.

Liberty Life Assurance Kenya Limited, continued to execute the new strategy approved by the Board in 2021, with initiatives
that are driving the Company forward through provision of solutions demanded by the marketplace in an agile manner.
Technology, sound underwriting practices and robust management of data remain at the core of providing our customers with
such solutions in a speedy and seamless fashion.

3. Governance

Mr. Stuart Wenman resigned as a director on 31st August 2022 after serving the Company diligently for 13 years. During his
time, the Company made significant sirides in strengthening its risk management, investment management and actuarial
functions. | take this opportunity to thank Mr. Wenman for his contribution to the company and wish him well in his future
endeavors.

Ms Catherine Mitchem resigned from the Board at the end of 2022, for the Company to align with Regulatory requirements. Ms
Catherine Mitchem was appointed in 2017 and has been of tfremendous service to the Board for the last 5 years. | wish to
appreciate her input and invaluable contribution to the Board.
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Chairman's Statement (continued)

4. Looking ahead

Looking ahead, Kenyan GDP is expected to grow by 5.7% in 2023 underpinned by private consumption, a pick-up in industrial
activity and still strong performance in the services sector. Inflation is expected to remain above the government's target range
in the short-term, at least while the current account deficit is projected to remain manageable. However, there is a risk of a
continued deterioration of the Kenyan Shilling to US Dollar exchange rate.

Our commitment remains the delivery of relevant and innovative solutions that confer financial freedom to our customers, thus
contributing towards national development.

My gratitude goes to our customers for their patronage, our staff for their hard work and unwavering efforts to deliver on our
purpose., | recognise and appreciate our shareholders and the rest of our stakeholder universe for their support.

| wish to announce that | will be stepping down as Chairman at our next AGM in 2023 having served in this capacity for the last
11 years. | will nevertheless continue to serve the Board as a non-executive director. | take this opportunity to appreciate my
fellow Board members for all their counsel, support and dedication throughout the year and for delivering a strong corporate
governance environment.

Peter Gethi
Chairman
16 March 2023
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Managing Director's Statement

At Liberty Life, we believe in taking a long-term view in whatever we do, for the benefit of all our stakeholders. This is reflected
in our investment towards understanding what their requirements are, particularly our customers, and introducing solutions that
cater to their needs in a sustainable manner.

The insurance industry continued to recover from the impact of the Covid 19 pandemic, as evidenced by strong industry growth
during 2022. As a business we recorded a growth of 8% in our premium revenue and realized a loss of Ksh. 70 million, which
was an improvement from the loss recorded in 2021 of Kshs 157 million. The reduction in the loss as compared to 2021 was on
account of stable premium income and an improved claims ratio, positively impacted by reduced Covid claims. The loss was
mainly due to the poor investment market performance that saw a rise in interest rates and a falling equity market. Our total
assets and policyholders’ funds remained flat during the year.

As a customer-centric organization we aspire to consistently improve the lives of our customers by enabling their financial
freedom through the various solutions that we offer. During the year we revamped some of our solutions to enhance their value
to our customers. We also focused on growing our bancassurance relationships and consolidating our earlier efforts to revamp
our agency structure which remains a key sales and distribution channel. These initiatives which seek to deepen the strategic
partnership that we are nurturing with our agents and brokers, will continue to deliver value to the business in a sustainable
manner.

We have continuously refined our internal processes in line with global best practices to enhance service delivery to our
customers. In the immediate term, we are looking at implementing integrated systems that will make it possible to service our
customers in a seamless and efficient fashion for increased value. Our Straight Through Processing (STP) — a paperless
customer-on- boarding solution that was particularly relevant during the Covid-19 pandemic has served us well as we continue
to seamlessly onboard our customers from the comfort of their homes/offices. We continued to invest in digital technology in
order to enable our customers to fransact and engage with us digitally in respect of premium payments, statement generation
and policy loans processing.

Our sustainability agenda which is focused on investment in the communities in which we operate remains on course. During
the year, we continued investing in our Corporate Social Investment (CSI) initiatives anchored on the pillars of Education and
Health. We intend to further integrate sustainability in the way we run these initiatives so that the lives of the beneficiaries can
be altered permanently.

During the year we continued with the implementation journey of our strategic plan whose key focus is creating financial
freedom for our customers and employees by leveraging on technology, innovation, and strategic partnerships, as pillars for
delivering value to customers.

In conclusion, | wish to recognize-the ‘'contribution of each member of the Liberty Life family in improving the lives of our
stomers by enabling financial freedom.

B

Abel Munda
Managing Director
16 March 2023
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Board of Directors and Senior Management

1. Directors

The Directors who held office during the year and to the date of this report were:

Peter Gethi Chairman

Abel Munda Managing Director
Michael du Toit** Non-Executive

Stuart Wenman (Resigned August 2022) Non Executive Director
Rachel Mbai Non Executive Director
Catherine Mitchem (Resigned December 2022) Non Executive Director
Rajesh Shah Non Executive Director
Andrew Lonmon-Davis™* Non Executive Director

** South African
2. Company Secretary
Ms Doreen Onwong'a

3. Senior Management

Abel Munda Managing Director

Ronald Nyamosi General Manager - Finance and Administration
Anna Manyara General Manager - Sales and Distribution

Musili Kivuitu General Manager - Risk and Compliance

Mercy Kabangi General Manager - Marketing and Communication
Felix Ochieng General Manager - Human Resources

Mohamed Dalal Chief Information Officer

Patience Muvea Chief Actuary

Harrison Gongo General Manager - Operations
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Directors’ Report

The directors submit their report together with the audited financial statements for the year ended 31 December 2022 which
disclose the state of affairs of Liberty Life Assurance Kenya Limited.

1.  Principal activities

The Company underwrites long-term insurance as defined in the Insurance Act. It also issues investment contracts to provide
customers with solutions for their savings and retirement needs.

2. Company results and dividend

Loss for the year was KShs 70 million (2021: KShs 157 million loss).

The directors do not recommend a dividend for the year 2022 (2021: KShs Nil).
3. Directors

The names of the directors who held office during the year and to the date of this report are set out on page 8. In accordance
with the Company's Articles of Association, all directors unless retiring and being eligible, offer themselves for re-election.

4. Business overview

From a business point of view, despite challenges brought by the Russia-Ukraine war, rising inflation, negative impact of the
climate change, economic slowdown arising from the general elections and slow recovery from the Covid-19 pandemic impact,
we had a stable year. Despite the business recording a loss of KShs 70 million during the year (2021: loss of KShs 157 million)
which is attributed to poor investment market performance all the other performance parameters remained stable. The
Company solvency position remained stable at 2.27.

Risk is inherent and the Company is exposed to a variety of risks in the normal conduct of its business. The company’s risk
universe is broadly categorised into insurance, credit, market and operating risks. In order to effectively manage risk in the
business, the Company has implemented a risk management governance framework that is premised on three lines of
defence. These are management, being the first line of defence, the Board and its committees being the second line of
defence and finally auditors, both external and internal providing the third line of defence. The Company's risk management
objectives and policies are detailed in Note 2.

5. Relevant audit information

The directors in office at the date of this report confirm that:

. There is no relevant information of which the Company's auditor is unaware; and

. Every director has taken all the steps that they ought to have taken as a director so as to be aware of any relevant
audit information and to establish that the Company's auditor are aware of that information.

6. Auditor

PricewaterhouseCoopers LLP continues in office according to the Company's Articles of Association and Section 721 of the
Kenyan Companies Act, 2015.

7. Approval of the financial statements

The financial statements set out on pages 23 to 105 were approved and authorised for issue by the Board of directors on 16
March 2023.

By Order of the Board

Doreen Onwong'a
16 March 2023
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Statement on Corporate Governance

Liberty Life Assurance Kenya Limited is committed to a transparent governance process that provides stakeholders with a high
degree of confidence that the company is being managed ethically, within prudent risk parameters and in compliance with
international best practice. The Board of Directors considers sound corporate governance as pivotal to delivering responsible
and sustainable growth in the interests of all stakeholders.

At Liberty Life Assurance Kenya Limited we believe that good corporate governance is integral to the structures and processes
that the Board has put in place to inform, advise, manage and supervise the activities of the company towards the achievement
of its strategic objectives. Liberty Life Assurance Kenya Limited constantly monitors developments and trends in corporate
governance. We are subject to various jurisdictional requirements, and therefore we conduct our operations in accordance with
international principles of good corporate governance, ensuring compliance with the highest standards and best practice. The
Board prescribes to the Insurance Regulatory Authority Corporate Governance Guidelines.

The Directors’ exercise stewardship of the Company's total portfolio of assets and resources with the objective of maintaining
and increasing shareholder value and satisfying other stakeholders in the context of its corporate mission. They are concerned
with creating a balance between economic and social goals and between individual and communal goals while encouraging the
efficient use of resources, accountability in the use of power and stewardship and, as far as possible, the alignment of interests
of individuals, corporations and society as a whole.

The following section of the report includes descriptions of Liberty Life Assurance Kenya Limited corporate governance
structures and procedures, along with an explanation of the work of the Board and how they have applied the principles of
leadership, effectiveness, accountability and relations with stakeholders.

1. Board of Directors

The Board of Directors consists of one executive and six non-executive Directors who have been chosen for their business
acumen and wide range of skills and experience. The Board has an appropriate mix of proficient Directors, approved by the
Insurance Regulatory Authority, who are able to add value through independent judgement in the decision making process.

2. Board responsibilities

The Board has ultimate responsibility for the management, general affairs, direction, performance and long term success of the
business as a whole. The responsibility of the Directors is collective, taking into account their combined roles as executives and
non-executives. The Board has delegated the operational running of the Company to the Managing Director who, although is
responsible to the Board, is able to sub-delegate some of his powers at his discretion. Matters reserved for the Board include
structural and constitutional issues, corporate gavernance, approval of dividends, approval of overall strategy for the Company
and approval of significant transactions or arrangements in relation to mergers, acquisitions, joint ventures and disposals,
capital expenditure, contracts and financing.

The Board has also established committees whose actions are regularly reported to the Board.
3. Board meetings and attendance

The Board met five times during the year to review the financial performance and operations of the company. Other Board
meetings are held periodically to discuss topical matters and strategic issues. The Chairman presided over all meetings.

The following table reflects the attendance of Directors at the five Board meetings during 2022. A Director if unable to attend a
Board meeting, has the opportunity beforehand to discuss any agenda item with the Chairman. Attendance is expressed as the
number of meetings attended out of the number eligible to attend.

Director ; ttendance
Peter Gethi (Chairman) 5/5
Abel Munda (Managing Director) 5/5
Michael du Toit 5/5
Stuart Wenman (Resigned August 2022) 3/3
Catherine Mitchem (Resigned December 2022) 5/5
Rachel Mbai 5/5
Rajesh Shah 5/5
Andrew Lonmon-Davis 5/5

10
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Statement on Corporate Governance (continued)

4. Appointment of Directors

Upon consideration and recommendation from the Directors' Affairs Committee for a candidate to be nominated as an
independent Director, suitable candidates are appointed by the Board to fill the casual vacancies. They are thereafter elected
as Directors by the shareholders at an AGM. All existing Directors, unless they are retiring, submit themselves for re-election
every year, and shareholders vote to re-appoint them by a simple majority vote.

5. Board evaluation

The Board remains focused on the need for continued improvements in its effectiveness and corporate governance
performance and annually conducts board evaluations along the lines of structure, process and effectiveness. The most recent
board evaluation was conducted in Q4 of 2022.

6. Board induction, training and support

All newly appointed Directors are taken through an induction programme immediately upon appointment. The Board
undertakes an annual Board enhancement training, with sessions covering corporate governance principles, Board
enhancements and updates on legislation in relation to the duties of Directors amongst others. Any specific training needs or
areas of Board improvement identified from the Board's self-evaluation process are also addressed regularly. In the year,
Board members were trained on IFRS 17 requirements, changes in legislation and Data Protection Act.

7. Remuneration

Liberty Life Assurance Kenya Limited has a clear policy on remuneration of Executive and Non-Executive Directors at levels
that are fair and reasonable in a competitive market for the skill, knowledge, experience, nature and size of the Board.

8. Conflict of interests

Liberty Life Assurance Kenya Limited attaches special importance to avoiding conflict of interest between the company and its
Directors. The Board is responsible for ensuring that there are rules in place to avoid conflicts of interest by Board members.
Conflicts of interest are understood not to include transactions and other activities between Liberty Life Assurance Kenya
Limited and companies in Liberty as a Group.

Authorisation of situational conflicts is given by the Board to the relevant Director. The authorisation includes conditions relating
to keeping Liberty Life Assurance Kenya Limited information confidential and to their exclusion from receiving and discussing
relevant information at Board meetings. Situational conflicts are reviewed annually by the Board as part of the determination of
Director Independence. In between those reviews, Directors have a duty to inform the Boards of any relevant changes to their
situation. A Director may not vote on, or be counted in a quorum in relation to, any resolution of the Board in respect of any
contract in which he or she has a material interest. The procedures that Liberty Life Assurance Kenya Limited has put in place
to deal with conflicts of interest continue to operate effectively.

9. Role of the Chairman vs. the Managing Director

The roles of the Chairman and the Managing Director are clearly defined and are not vested in the same person. The day-to-
day executive management of the Company is delegated to the Managing Director whereas the running of the Board is the
responsibility of the Chairman. The Managing Director directs the implementation of the Board decisions and instructions on
the general management of the Company with the assistance of the Executive Management.

The roles of the Board and those of the Executive Management are separate and except for the office of the Managing Director
who acts both as a Director and as a member of the Executive Management, the offices are not vested in the same persons.
The Board is responsible for the long term strategic direction and profitable growth of the Company, while the Executive
Management is responsible for the operational day to day running of the Company.

10. Board committees

The Board has established three Board Committees, the Audit and Risk Committee, the Investment Committee and the Joint IT
Committee and are formally set up by Board resolutions with defined mandates. The Audit and Risk Committee has established
a Joint Actuarial Committee as approved by Board resolution and with a defined mandate.

These committees are comprised of a balanced mix of non-executive Directors, Executive management and Group
consultants, with experts and service providers invited to meetings on occasions to provide specific expertise. All Committees
are provided with sufficient resources to undertake their duties.

14



Liberty Life Assurance Kenya Limited

Annual Financial Statements and Reports for the year ended 31 December 2022

Statement on Corporate Governance (continued)

11 Audit and Risk Committee

The Committee is responsible for the monitoring of risk management, compliance and internal controls as established by the
Board and executed by the management of the Company.

It regularly reviews the internal control systems and effectiveness of financial and operational reporting through the
establishment of an internal audit function. It ensures the function is independent, adequately resourced and proficient in its
duties. The Committee also acts as a liaison with the external auditor approving their scope of work, recommending their
remuneration and reviewing their reports.

The Audit and Risk Committee reports to the Board on a quarterly basis and constantly evaluates the ability of the Company to
continue as a going concern. The Managing Director, General Manager in charge of Finance and Administration, General
Manager in charge of Risk and Compliance and the Head of Internal Audit regularly attend the Committee meetings to respond
to issues raised by Committee members. The Company Secretary attends the Committee meetings and acts as Secretary to
the Committee.

The attendance of Committee members at the six meetings held in the year 2022 was as follows:

Rajesh Shah (Chairman) Non - Executive Director 6/6
Michael du Toit Non - Executive Director 6/6
Stuart Wenman® Non - Executive Director 4/4
Rachael Mbai Non - Executive Director 6/6
\Andrew Lonmon-Davis Non - Executive Director 6/6

*Resigned in August 2022.
12 Joint Actuarial Committee (JAC)

The Joint Actuarial Committee was formed as a subcommittee of the Audit and Risk Committee (ARC) and consists of two
nonexecutive directors, the Liberty Life Assurance Kenya Limited Managing Director and Managing Director of Heritage
Insurance Kenya Limited. The General Manager in charge of Finance and Administration, Chief Actuary and the Statutory
Actuaries regularly attend the Committee meetings to respond to issues raised by Committee members. The Company
Secretary attends the Committee meetings and acts as Secretary to the Committee.

The purpose of the JAC is to oversee finance and actuarial practices across Liberty and Heritage and ensure compliance with
the relevant actuarial and finance guidelines.

The Joint Actuarial Committee reports to the Audit and Risk Committee on a quarterly basis. However, there are instances
where a special committee meeting may be convened at the request of the Chair.

The attendance of the Committee members at the six meetings held during the year 2022 was as follows

[Name Directorship Status |Attendance at meetings |
IAndrew Lonmon-Davis (Chairman) Non - Executive Director 6/6
Stuart Wenman (Member)* Non - Executive Director 3/3
Abel Munda (Member) Managing Director - Liberty Life Assurance 6/6
Godfrey Kioi (Member) Managing Director - Heritage Insurance  |6/6

*Resigned in August 2022.
13 Joint Information Technology Committee

The Joint Information Technology Committee (JITC) is constituted as a committee of Liberty Life Assurance Kenya Limited
(LLK) and The Heritage Insurance Kenya Limited (HIK) boards. Both Companies are wholly owned subsidiaries of Liberty
Kenya Holdings Plc listed on the Nairobi stock exchange. The Committee was constituted to evaluate LLK and HIK's
effectiveness, efficiency, and acceptable use of Information and Communications Technology (ICT) while serving the needs of
the business, approve policies and plans, monitor adherence to policies and performance against plans.

The Joint IT Committee comprises of two non-executive directors, the Managing Directors of LLK and HIK, Chief Information
Officer and the Group Head of IT. Members of the management executive committees are invited to Committee meetings as
and when the agenda dictates.

The members of the Committee, and their attendance at the four meetings held in the year 2022 was as follows:

12
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Statement on Corporate Governance (continued)

[Name Directorship Status Attendance at meetings
Catherine Mitchem (Chair) Non - Executive Director - (H.1.K) 4/4
Rajesh Shah Non - Executive Director 4/4
Abel Munda Executive Director 4/4
Godfrey Kioi Executive Director 4/4

14. Investment Committee

The primary function of the Investment Commitiee is to monitor performance of the Company’s investment portfolio and to
ensure that the appointed fund managers comply with the set benchmarks and performance standards. This Committee
consists of four non-executive Directors and the Managing Director.

The Committee determines the overall investment strategy for the Company and monitors the performance of the fund
managers in achieving the strategy. The Company Secretary attends the Committee meetings and acts as Secretary to the
Committee.

The members of the Committee, and their attendance at the six meetings held in the year 2022 was as follows:

Michael du Toit (Chairman) Non-Executive Director 6/6
Abel Munda Executive Director 6/6
Stuart Wenman (Resigned August 2022) Non - Executive Director 3/3
Catherine Mitchem (Resigned December 2022) Non - Executive Director 6/6
IAndrew Lonmon-Davis Non - Executive Director 6/6

156. Management and operational committees

For effective implementation of the strategic plan and operations, several management Committees have been constituted.
The members of these Committees are mainly the executive management team and business unit leaders. These Committees
report to the Managing Director and form the basis of development of strategic objectives and performance management for
the Company.

Their main areas of focus are:

® Development and implementation of the strategic plan and budgets.

. Monitoring of financial and operational performance of the Company in line with budgets and international standards.
° Management and monitoring of key projects being undertaken.

. Implementation and management of ICT projects.

° Product innovation and development.

16. Internal control and risk management

Liberty Life Assurance Kenya Limited is committed to increasing shareholder value through the prudent management of risks
inherent in the production, distribution and maintenance of products and services. Liberty Life Assurance Kenya Limited is
mindful of achieving this objective in the interesis of all stakeholders. It continues to explore opportunities to develop and grow
its business sustainably, with strategic plans being subjected to careful consideration of the trade-off between risk and reward,
taking into account the risk appetite limits.

The ultimate responsibility for risk management resides with the Board, which ensures that the Managing Director is
responsible and is held accountable for risk management. The Managing Director is supported by risk specialists who instil risk
management best practice among all staff.

The Company’s governance structures and processes are aligned with enterprise-wide value and risk management principles.
These structures and processes provide clarity of accountability for the management of risk.
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Statement on Corporate Governance (continued)

17. Governance and the 'three lines of defence' model

The chart below depicts Liberty Life Assurance Kenya Limited risk management governance model:

Board of Directors and Key Sub-Committees

F 3

Oversig

Liberty Life Executive and Key Sub Committee

5] First Line of Second Line of
§ Defence Defence
E Business Unit Statutory Actuaries,
- Executive Policy and Oversight
8 Committee ]
Management of * Head of Rusk
Operations — A

Defence

i Third Line of
g o

®  TInternal Audit
Services and
Independent
External Auditors

The Company has adopted the ‘three lines of defence’ model for managing risk. This model defines the roles, responsibilities
and accountabilities for managing, reporting and escalating risks and issues. The model incorporates the oversight,
management and assurance of risk management, essentially giving three independent views of risk in the organisation. The
implementation of this model helps ensure that risk management is embedded in the culture of the organisation and provides
assurance to the Board and senior management that risk management is effective.

Within this structure, the Company relies on the Board, its standing committees and the executive management to provide
oversight on the operation of the Company’s enterprise-wide value and risk management.

18. Roles and responsibilities within the governance model

The roles, responsibilities and accountabilities for managing, reporting and escalating risks and issues have been defined as
follows:

a) Oversight
Board of Directors and Sub-Committees

The Board of Directors and Sub-Committees of the Board provide an oversight function of the company’s risk management
activities. Their accountabilities, membership and related information are described in the following commentary.
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Annual Financial Statements and Reports for the year ended 31 December 2022

Statement on Corporate Governance (continued)

18. Roles and responsibilities within the governance model (continued)
b) Management committees

The Managing Director utilises the company executive committee and key management committees to manage the
components of risk.

Management is accountable for:

- Managing day-to-day risk exposures by applying appropriate procedures, internal controls and company policies;

- The effectiveness of risk management and risk outcomes, and for allocating resources to execute risk management activities;
- Tracking risk events and losses, identifying issues and implementing remedial actions to address these issues; and

- Reporting and escalating material risks and issues to the relevant governance bodies as deemed appropriate.

d) Second line of defence - Head of Risk, Legal and Compliance, statutory actuaries policy and oversight functions

The individuals responsible for these positions are primarily responsible for verification and identification of key risks and
provide the day-to-day interface between the Board's sub-committees and management. Their objective is to assist in the
effective management of the risks identified within the Company. Various assurances are also provided by these functions and
reported to the Board, regulators and other authorised stakeholder representatives.

e) Third line of defence - Assurance

This comprises the company's assurance functions that are intended to provide an independent and balanced view of all
aspects of risk management (both first and second line of defence) across the company to the various governance bodies
within the organisation.

The company’s key risk management objectives are to:

- Grow shareholder value by generating a long-term sustainable return on capital;

- Ensure the protection of policyholder and investor interests by maintaining adequate solvency levels;
- Meet the statutory requirements regulated and monitored by the IRA and other regulators; and

- Ensure that capital and resources are strategically focused on activities that generate the greatest value on a risk adjusted
basis.

The management of risks is currently focused on managing shareholder exposures within strategic limits, whilst ensuring
sufficient allocation of capital on both a regulatory and economic capital basis.

The framework is based upon the following principles:

- ldentification of risks

- Clarity of accountability and ownership of risks

- Risk appetite needs to be set making use of limits and controls and the risks need to be managed accordingly
- Risk quantification and measurement

- Risk monitoring and reporting

- Assessment of value creation on a risk adjusted basis

The Company enhances the risk management framework designed to achieve enterprise-wide value optimisation (value
creation, value realisation and value protection) through the following six business capabilities:

- Capital funding and risk transfer

- Strategic planning and capital allocation

- Asset-liability and investment management

- Product development and pricing

- Performance management and incentivisation

- External communication and reporting risk management and mitigation
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Statement on Corporate Governance (continued)

19. Business ethics

The Board subscribes to the highest levels of professionalism and integrity in conducting Liberty Life Assurance Kenya Limited
business and in dealing with stakeholders. All Liberty Life Assurance Kenya Limited employees and representatives are
expected to act in a manner that inspires trust and confidence from the general public. All employees within the Company are
required to sign the Campany’s Code of Conduct. The Code sets out the Company's commitment to ethical behaviour in the
conduct of its business. Appropriate codes of conduct are driven by governance practice (code of ethics, corporate citizenship
code etc.), statutory and regulatory requirements, service objectives (service level agreements, business protocols, business
excellence models) and the corporate governance framework itself. Management are required to ensure there is compliance
with the code.

20. Strategic drive

The Liberty Life Assurance Kenya Limited Year 2021 to Year 2023 strategy has been developed by Staff and Management in
liaison with the Board and was approved in Year 2020. The strategy is reviewed annually and built into the budgeting process
for the respective years. At each quarterly Board meeting, the Board is briefed by Management of the progress made to
achieve the various checkpoints as detailed in the strategic plan.
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Our Community engagements

Liberty Life Assurance Kenya Limited as a member of the Liberty Group, has a clear Corporate Social Investment (CSI) policy
that spells out our corporate values, the role of the company, our internal assessment vis-a-vis our mission statement and our
action plan and the management approach towards the various programmed projects. This policy is executed through a
dedicated and passionate joint CSl team made up of staff.

Guided by the Liberty Africa CSI Guidelines (to which Liberty Life and Heritage Insurance are members), the company CSI
policy mainly focuses on education as the key pillar, but also incorporates other areas of national importance and has the
following key guiding principles:

s  Strategic relevance — concerned primarily with education needs in the society.
e Substance — sufficient to make a real, measurable impact on society
e Sustainability — sustainable projects to ensure the impact is felt by the targeted group(s)

The company CS| initiatives also focuses on the Environment and Health support besides education.
Education:

Our CSl initiatives are aligned to the Sustainable Development Goals (SDG) with our key pillar focused on Goal 4 — Quality
Education. In line with this we have continued to provide sponsorship opportunities for needy and high performing children
from disadvantaged families across the country. The education support is aimed at ensuring the beneficiaries access
scholarship from Secondary School and up to university or tertiary level. The Company has been extending the education
sponsorship program through continued partnership with the Starehe Boys and Girls Centres.

In 2022 the Scholarship Program helped a total of returning 77 students consisting of secondary school and tertiary students
from economically challenged backgrounds as attestation of our commitment to the Sustainable Development Goal (SDG)
number 4 - Ensuring Quality Education.

In addition to tuition fees, the students also benefit from the support extended towards their upkeep while in school on a need
basis. Additionally, we have been running an annual mentorship program that is focused on equipping students with life skills
and providing a safe space for the students to interact with their peers, learn and grow into responsible members of the
community.

Environment:

To support in combating the devastating impact of climate change in Kenya, the company has instituted environment initiative
as a key pillar in in its Corporate Social investment operations. The environment is a pillar that feeds to many other aspects of
human life. Through this pillar, the CSR team intends to engage staff and select schools through plugging into the government
initiative - under the Kenya Forest Service who are the stewards and custodians of the forest in Kenya- to plant more than 15
billion trees across the country by 2032.

Annually, the company CS| teams have joined the insurance industry under the umbrella of Association of Kenya Insurance
(AKI) in a tree planting exercise along a buffer zone hived off in the sprawling Ngong Hills forest. Last year, the teams planted
2,200 trees on a 5-acre piece of land adopted by AKI in support of the United Nation (UN) clarion call under the Sustainable
Development Goals (SDG) number 13.

Health:

In working to ensure not only the health of clients but also the sustainable health of communities where we are domiciled, the
company has a health pillar in its Corporate Social Investment arm. This pillar ensures healthy lives and promotes the well-
being for all at all ages through partnerships with like-minded organizations that have the capability and infrastructure to
upscale the support needed.

Faraja Cancer Support Trust walk

The Company through its CSI team continued to pariner with the Faraja Cancer Support Trust through its annual fund raiser
walk. During the year, a team of staff more than 15 took part in the fund raiser walk that featured 21 KM, 10KM and 5KM walk.

Our health pillar picks the cue from the United Nations (UN) Sustainable development Goal 3 that focuses on good health and
the overall wellbeing for all. Over the years our initiatives have seen additional activities through: Branch Cancer Awareness
Drive, AKI Medical Camp, Mater Heart Run, Nyeri Hospice Walk, RA & Kenya Society for the Blind and Wezesha Charity Climb
at Mt. Longonot.

Our staff also continue to partner and participate in various initiatives across the regions in Kenya.
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Statement of Appointed/Statutory Actuary

We have conducted a review of the actuarial valuation of the life assurance business of Liberty Life Assurance Kenya Limited
as at 31 December 2022 as performed by the Company's Actuarial Function.

The valuation was conducted in accordance with generally accepted actuarial principles and in accordance with the
requirements of the Kenyan Insurance Act (Cap. 4877), as amended. These principles require prudent provision for future
outgo and income under contracts, generally based upon the assumptions that current conditions will continue. Provision is
therefore not made for all possible contingencies.

In completing the actuarial valuation, we have relied upon the financial statements of the Company as well as the data and unit
values provided by the Company.

In our opinion, the life assurance business of the Company was financially sound and the actuarial value of the liabilities in

aggregate for life assurance business did not exceed the amount of funds of the life assurance business as at 31 December
2022.

h_Coo_

Ritin | Chauhan

Appointed Actuary

Fellow of the Actuarial Society of South Africa
Fellow of the Institute & Faculty of Actuaries
Fellow of the Actuarial Society of Kenya

QED Actuaries & Consultants (Pty) Ltd

16 March 2023
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Independent auditor’s report to the shareholders of Liberty Life
Assurance Kenya Limited

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements of Liberty Life Assurance Kenya Limited (the
Company) set out on pages 23 to 105 which comprise the statement of financial position at 31
December 2022, the statements of comprehensive income, changes in equity, and cash flows for the

year then ended and the notes to the financial statements, which include significant accounting
policies and other explanatory information.

In our opinion, the financial statements give a true and fair view of the financial position of Liberty
Life Assurance Kenya Limited as at 31 December 2022, and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards and the
requirements of the Companies Act, 2015.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report.

We are independent of the company in accordance with the International Code of Ethics for
Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Kenya. We have fulfilled our
other ethical responsibilities in accordance with the IESBA Code.

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

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the Company financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

PricewaterhouseCoopers LLP. PwC Tower, Waiyaki Way/Chiromo Road, Westlands
P O Box 43963 — 00100 Nairobi, Kenya
T: +254 (20)285 5000 F: +254 (20)285 5001 www.pwe.com/ke

Partners: E Kerich B Kimacia M Mugasa A Murage F Muriu P Ngahu B Ngunjiri R Njoroge SO Norbert's B Okundi K Saiti



Independent auditor’s report to the shareholders of Liberty Life
Assurance Kenya Limited (continued)
Report on the audit of the financial statements (continued)

Key audit matters (continued)

Key audit matter How our audit addressed the key audit
matter

Determination of insurance contract

liabilities e Assessed the competence, capabilities and
Insurance contract liabilities objectivity of the Company’s Statutory
comprises outstanding claims and policyholder Actuary and verified their qualifications.
liabilities.

e Traced the policyholder valuation input data
and on a sample basis policyholder
information used in the valuation model back
to  information  contained in  the
administration and accounting systems.

e Considered  the methodology and

Changes in these assumptions can lead to assumptions used by the appointed actuary to

significant changes in actuarial liabilities. The | ~ compute the policyholders’ liabilities and

methodology used can also have a material assessed the valuation methods used against
impact on the valuation of the liabilities. generally accepted actuarial practice and
entity-specific historical information.

The valuation of insurance contract liabilities | @ Checked that the policyholders’ liabilities

The Company’s determination of liabilities
involves the selection of appropriate
assumptions in relation to mortality rates,
morbidity, lapses and interest rates.

was considered a key audit matter as a change reported in the financial statements were
in the assumptions used in the valuation would consistent with the results of the independent
have a material impact on the value of the actuarial valuation.
liabilities.

Other information

The other information comprises the information included in the annual report other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other
information. Our opinion on the financial statements does not cover the other information and, except
to the extent otherwise explicitly stated in this report, we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the work we have performed on the other information,
we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.
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Independent auditor’s report to the shareholders of Liberty Life
Assurance Kenya Limited (continued)

Report on the audit of the financial statements (continued)
Responsibilities of the directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view
in accordance with International Financial Reporting Standards and the requirements of the
Companies Act, 2015 and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.
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Independent auditor’s report to the shareholders of Liberty Life
Assurance Kenya Limited (continued)

Report on the audit of the financial statements (continued)
Auditor’s responsibilities for the audit of the financial statements (continued)

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

Report on other matters prescribed by the Companies Act, 2015

In our opinion the information given in the report of the directors on page 9 is consistent with the
financial statements.

Lopnict, Gancwre

CPA Bernice Kimacia, Practicing Certificate Number 1457.
Engagement partner responsible for the audit

For and on behalf of PricewaterhouseCoopers LLP
Certified Public Accountants
Nairobi

16 March 2023
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Statement of Financial Position as at 31 December 2022

KShs '000 Notes 2022 2021
Assets

Owner occupied property 3 770787 770787
Equipment 411 96 595 69 748
Investment properties 52 445213 445 213
Right-of-use assets 412 20 258 15478
Intangible assets 2 118 268 126 422
Non-current assets held for sale 53 118 420 625 263
Deferred acquisition costs 55 872 47 752
Reinsurance assets 8(a) 320700 166 831
Current tax receivable 24.3 40 357 50 625
Financial investments 6.1 17 840 946 16 596 864
Loans and receivables 6.2 1158 606 1412 342
Due from related parties 15(g) 20 633 28 913
Insurance receivables . i 95628 76 906
Prepayments and other receivables o RS - B 235 592 249 085
Deposits with financial institutions 10 3717 587 4326 153
Cash and bank balances 10 352 815 290 567
Total Assets 25408 277 25 298 949
Liabilities

Deferred tax liabilities 12 1020115 1050272
Long-term policyholder liabilities 19997 334 20375023
Insurance contracts 8(a) 6 456 721 6791 125
Investment contracts with discretionary participation features 8(a) 2822939 3 065073
Financial liabilities under investment contracts 8 (c) 10717674 10518 825
Lease liabilities 11 23416 19 187
Creditors arising from reinsurance arrangements 94 511 -
Employee benefits 13 73 826 61408
Due to related parties 15(g) 39 258 21473
Insurance and other payables 14 1341 370 1012770
Total Liabilities 22589830 22540133
Equity

Ordinary shareholders’ equity 2 818 447 2758 816
Share capital 16 742 340 612 340
Retained loss (304 170) (304 170)
Statutory reserves 17 1995 330 2 065 699
Revaluation reserve 17 384 947 384 947
Total Equity and Liabilities 25408 277 25298 949

The annual financial statements and reports on pages 23 to 105, were approved and authorised for issue by the board of
directors on the 16 March 2023.

The notes on pages 27 to 105 form an integral part of the annual financial statements and reports.

Rajesh Shah

Abel Munda
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Statement of Comprehensive Income

KShs '000 Note 2022 2021
Revenue

Insurance premiums 18 2 854 870 2 698 981
Reinsurance premiums 18 (289 714) (342 502)
Net insurance premium revenue 2 565 156 2356479
Commission earned 8(a) 82 379 100 511
Revenue from contracts with customers and fee income on placement of reinsurance 8(c) 325422 392 437
Investment income 19 1685 954 1658 575
Interest income on financial assets using the effective interest rate method 19.1 493 637 370277
Fair value adjustment to assets held at fair value through profit or loss 20 (1072 280) 215019
Total income 4 080 268 5093 298
Claims and policyholder benefits under insurance contracts 21.1 (2985453) (4060 123)
Insurance claims recovered from reinsurers 211 267 730 265 510
Change in long-term policyholder assets and liabilities 730 407 965 187
Liabilities under insurance contracts 8(a) 334 404 (62 532)
Investment contracts with discretionary participation features 8(a) 242 134 863 792
Applicable to reinsurers 8(a) 153 869 163 927
Fair value adjustment to policyholders’ liabilities under investment contracts 8(d) (392 816) (854 886)
Acquisition costs 22 (684 500) (596 000)
General marketing and administration expenses 23 (1071997) (1009 111)
Finance costs 11 (2 555) (2971)
Loss before income tax (58 916) (199 096)
Income tax (expense) / credit 241 (11 453) 41781
Loss after tax (70 369) (157 315)
Other Comprehensive Income

Items that will not be reclassified to profit or loss:

Net loss on revaluation of land and buildings - =
Change in long-term policyholder insurance liabilities - effect of shadow accounting - -
Net gains on revaluation 17 . "
Less: Deferred income tax on revaluation 12 - -
Other comprehensive income for the year net of taxation - -
Total comprehensive loss (70 369) (157 315)

The annual financial statements and reports on pages 23 to 105, were approved and authorised for issue by the board of

directors on the 16 March 2023.
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Statement of Changes in Equity

KShs 000

Share  Statutory Revaluation Retained  Total

capital reserves reserve

loss

Balance at 01 January 2021

612 340 2223 014 384 947

(304 170) 2916 131

Other comprehensive income
Loss for the year

- (157 315) -

- (157 315)

Balance at 31 December 2021

612 340 2065699 384 947

(304 170) 2 758 816

Other comprehensive income
Issue of share capital
Loss for the year

130 000 - i
- (70369) .

- 130000
- (70 369)

Balance at 31 December 2022

742 340 1995330 384 947

(304 170) 2 818 447

The annual financial statements and reports on pages 23 to 105, were approved and authorised for issue by the board of directors on

the 16 March 2023.

The notes on pages 27 to 105 form an integral part of the annual financial statements and reports.
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Statement of Cash Flows
KShs '000 Note 2022 2021

Cash flows from operating activities

Cash utilised in operations 25 (1162 643) (1526 980)
Interest income on financial assets using the effective interest rate method 2106 188 1 864 068
Finance costs (2 555) (2971)
Taxation 243 (31 342) (23 483)
Disposal of financial instruments 6757 256 14 745 357
Purchases of financial instruments (6 877 905) (15290 951)
Net cash from operating activities 788 999 (234 960)

Cash flows from investing activities

Purchase of property and equipment 4.1.1 (53 629) (14 246)
Proceeds from sale of investment property 5.3 506 843 -
Purchase of other intangible assets 2 (42 323) (66 588)
Retirement of intangible assets 2 - 10 443
Dividends received 151 440 97 855
Net cash from investing activities 562 331 27 464

Cash flows from financing activities

Proceeds on share issue 16 130 000 :
Repayment of lease liabilities 1" (9 626) (9 9186)
Net cash from financing activities 120 374 (9 916)
Total cash and cash equivalents movement for the year 1471704 (217 412)
Cash and cash equivalents at the beginning of the year 2 136 361 2353773
Total cash and cash equivalents at end of the year 10(b) 3608065 2136 361
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Annual Financial Statements and Reports for the year ended 31 December 2022

Notes to the Financial Statements

1. Key judgements in applying assumptions on application of accounting policies

Key assumptions can materially affect the reported amounts of assets and liabilities. The assumptions require complex
management judgements and are therefore continually evaluated. They are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. The following key
assumptions are considered material assumptions applied in preparing these annual financial statements.

Classification and measurement of financial instruments

IFRS 9 requires an entity to assess its business model to determine the classification of financial assets. A business model
refers to how an entity manages its financial assets in order to generate cash flows. Management applies judgement to
determine the level at which the business model assessment is applied. Impairment amounts have been disclosed under note
19(ii) and note 7,

Liberty Life is an insurance company offering a range of life insurance, investment and pension products. It utilises and renews
available capital resources sustainably to create value by providing solutions to individuals or companies of individuals to meet
their insurance risks and investment needs.

The financial assets held by the company are managed with the objective of realising cash flows through provision of
insurance, investment and pension products to realise those fair values.

Properties at fair value

Investment and owner-occupied properties are measured at fair value by external valuation appraisers taking into account
characteristics of the properties that market participants would take into account when pricing the property at measurement
date. The key assumptions in the determination of the fair value are the exit capitalisation and discount rates. Other inputs
considered relate to existing tenant terms, location, vacancy levels and restrictions, if any, on the sale or use of the asset.
Determination of fair value also considers the current use of the property in terms of its highest and best use, taking into
account the use of the asset that is physically possible, legally permissible and financially feasible. In arriving at the carrying
amount of investment property, the directors also consider the prevailing market conditions and valuations returned by similar
properties in similar locations. Carrying amounts of Investment property and sensitivity analysis have been disclosed under
note 5.

Long term policyholder insurance and investment contracts with discretionary participation features
Policyholder assets and liabilities under long-term insurance contracts and related reinsurance assets and liabilities.

Liability and asset determination: Policyholder assets and liabilities under insurance contracts include provisions for the net
present value of expected future benefits and expected future costs, less expected future premiums; and for claims incurred
and not reported (IBNR). An IBNR provision is an estimate of the ultimate cost of claims where the loss event has occurred
prior to financial position date, but which have not been reported at that date. Reinsurance assets and liabilities under
insurance contracts include provisions for the net present value of expected future reinsurance premiums and expected future
reinsurance recoveries.

The key assumptions applied, and analysis of their sensitivity have been detailed in the insurance risk and sensitivity analysis
components of the risk disclosures section of this report.

Policyholder liabilities — investment contracts with discretionary participation features (DPF) carrying amounts of policyholders
liabilities with discretionary features have been disclosed under note 8(a).

Liability determination: The full liability represents the total fair value of the matching asset portfolio and an estimate of the
cost of any guarantees provided. Current policyholder obligations are estimated by calculating a net present value of expected
future cash flows allowing for assumed future bonus rates. The difference between the fair value of the matching asset portfolio
and the estimate of the current policyholder obligations is the bonus stabilisation reserve. A significant component making up
the liability is a book of business called “deposit administration”. The product features include annual declaration of vesting
investment bonuses. This feature brings the policies into the definition of investment contracts with discretionary participation
features.

Insurance contract liabilities

The company determines its liabilities on its long-term insurance contracts on a realistic basis, namely the gross premium
valuation (GPV) method. The GPV method makes explicit assumptions on expected future debts, investment returns lapses,
expenses and bonuses as well as margins for uncertainty on these assumptions. Assumptions used are based on recent
experience investigations conducted by the company while taking into consideration prior year assumptions and the outlook of
future experience carrying amounts of insurance confract liabilities have been disclosed under note 8(a).
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Liberty Life Assurance Kenya Limited

Annual Financial Statements and Reports for the year ended 31 December 2022

Notes to the Financial Statements

1. Key judgements in applying assumptions on application of accounting policies (continued)
Mortality

An appropriate base table of standard mortality is applied in the valuation of all contract types and classes of business. The
estimated number of deaths determines the value of the benefit payments and the value of the valuation premiums. The main
source of uncertainty is that epidemics such as HIV/Aids could result in future mortality being significantly worse than in the
past for the age clusters in which the company has significant exposure to mortality risk. However, continuing improvements in
medical care and social conditions could result in improvements in longevity in excess of those allowed for in the estimates
used to determine the liability for contracts where the company is exposed to longevity risk.

An investigation into mortality experience is performed annually. The investigation period extends over the latest four full years
for all classes of business. The results of the investigation are used to make decisions on whether to continue using the
industry table or change to other appropriate tables that best match experience.

Morbidity

The incidence of disability claims is derived from industry experience studies, adjusted where appropriate for Liberty Life
Assurance Kenya Limited’s own experience. The same is true for the incidence of recovery from disability.

Withdrawal

The withdrawal assumptions are based on the most recent withdrawal investigations considering past as well as expected
future trends. The withdrawal rates are analysed by product type and policy duration. These withdrawal rates vary considerably
by duration, policy term and company. Typically, the rates are higher for risk type products versus investment type products
and are higher at early durations.

Income taxes

The company is subject to income taxes. Significant judgment is required in determining the company’s provision for income
taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The company recognises liabilities for anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in which such determination is
made.

Impairment of receivables measured using amortised cost

The company recognizes expected credit losses (ECL) on debt financial assets classified as amortised cost. The measurement
basis of the ECL of a financial asset includes assessing whether there has been a significant increase in credit risk (SICR) at
the reporting date which includes forward-looking information that is available without undue cost or effort at the reporting date
about past events, current conditions and forecasts of future economic conditions. A significant change in credit risk (SICR) is
when there is a material change in the probability of default since origination.

Cash flow statement

Management consider it appropriate for all cash flows relating to investment portfolios backing for required capital and assets
policyholder liabilities to be reflected as cash flows from operating activities rather than cash flows from investing activities.
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Annual Financial Statements and Reports for the year ended 31 December 2022

Notes to the Financial Statements

2. Intangible assets

Summary of net carrying value

KShs '000 2022 2021
Cost at the beginning of the year 671292 615 147
Additions 42 323 66 588
Derecognition - (10 443)
Cost at the end of the year 713 615 671292
Accumulated amortisation at the beginning of the year (544 870) (493 594)
Amortization on derecognised assets - 1643
Amortization charge for the year (50 477) (52 919)
Accumulated amortisation at the end of the year (595 347) (544 870)
Net carrying amount at the end of the year 118 268 126 422
3. Owner occupied property
KShs "000 2022 2021
Balance at the beginning of the year 770 787 694 400
Reclassification - 76 387
770 787 770 787

** The reclassification is in respect of the vacant space left behind after Stanlib moved out of Liberty house building at end

of 2020. This space has been reclassified from Investment property to owner occupied.

4. Equipment and right-of-use assets

4.1. Summary

KShs '000 Notes 2022 2021
Equipment 4.1.1 96 595 69 748
Right-of-use assets 412 20 258 15478
Total equipment and right-of-use assets 116 853 85 226
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4. Equipment and right-of-use assets (continued)

4.1.1. Equipment

Balance  Opening
at the balance Balance
beginning adjustment at the end
KShs '000 of the year Additions Depreciation of the year
2022
Cost — movement
Motor vehicles 41015 - 14 976 - 55 991
Computer equipment 252 611 3 866 36 566 - 293 043
Fixtures, furniture and fittings 456 576 (4 993) 2 087 - 453 670
Leasehold improvements 90 826 E - - 90 826
Total cost 841 028 (1127) 53629 - 893 530
Accumulated depreciation - movement
Motor vehicles (38 528) - - (4 495) (43 023)
Computer equipment (213 283) (3 866) - (17 045) (234 194)
Fixtures, furniture and fittings (433 374) 4993 - (4 636) (433 017)
Leasehold improvements (86 095) - - (606) (86 701)
Total accumulated depreciation (771 280) 1127 B (26 782) (796 935)
Carrying amount 69 748 - 53 629 (26 782) 96 595
Balance
at the Balance
beginning at the end
KShs '000 of the year  Additions Disposals Depreciation of the year
2021
Cost — movement
Motor vehicles 41 015 - - 41015
Computer equipment 242 343 10 268 - 252 611
Fixtures, furniture and fittings 455 258 1318 - 456 576
Leasehold improvements 88 166 2 660 - 90 826
Total cost 826 782 14 246 - 841 028
Accumulated depreciation - movement
Motor vehicles (35 465) - - (3 063) (38 528)
Computer equipment (197 312) - (15 971) (213 283)
Fixtures, furniture and fittings (428 605) - (4 769) (433 374)
Leasehold improvements (85 737) - - (358) (86 095)
Total accumulated depreciation (747 119) - - (24 161) (771 280)
Carrying amount 79 663 14 246 - (24 161) 69 748

Included in equipment and right-of-use assets as at 31 December 2022 are fully depreciated assets with a cost of KShs
692,946,846 (2021: KShs 692,946,846). The notional annual depreciation charge on these asses would have been KShs

98,054,479 (2021: KShs 98,054,479).

No assets have been pledged as collateral.
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4. Equipment and right-of-use assets (continued)

4.1.2. Right-of-use assets

Balance
at the Balance
beginning at the end
KShs '000 of the year  Additions Derecognition Depreciation of the year
2022
Cost — movement
Land and buildings 33047 11 864 (8 005) - 36 906
Total cost 33 047 11 864 (8 005) - 36 906
Accumulated depreciation —
movement
Land and buildings (17 569) - 8 005 (7 084) (16 848)
Total accumulated depreciation (17 569) - 8 005 (7 084) (16 648)
Net carrying amount at the end of the 15 478 11 864 - (7 084) 20 258
year
Balance Balance
at the at the end
KShs '000 beginning Additions Derecognition = Depreciation of the year
of the year
2021
Cost -~ movement
Land and buildings 30 891 - (6 844) - 33 047
Total cost 39 891 E (6 844) - 33 047
Accumulated depreciation -
movement
Land and buildings (15 314) - - (2 255) (17 569)
Total accumulated depreciation (15 314) - - (2 255) (17 569)
Net carrying amount at the end of the 24 577 - (6 844) (2 255) 15 478
year
5. Investment properties
5.1. Summary of all properties
KShs 000 Notes 2022 2021
Investment properties 52 445 213 445 213
Owner-occupied properties 3 770787 770787
Total property 1216 000 1216 000

Details of property investments are recorded in registers, which may be inspected by members or their duly authorised agents,

at the company’s registered office.

Investment and owner-occupied properties fair values were obtained from independent valuators who derived the values by
determining sustainable net rental income, to which an appropriate exit capitalisation rate is applied. Exit capitalisation rates
are adjusted for occupancy levels, age of the building, location and expected future benefit of recent alterations. In arriving at
the carrying value of the investment and owner occupied property at end of the year, the directors took into consideration the
slow recovery in property values post Covid 19 and the rising interest rates thus resulted into 5% haircut from the value

returned by the property valuers.

The exit capitalisation rates applied at 31 December 2022 are between 6.5% to 10% (2021: between 6.5% to 10%). The
variance between the exit capitalization rates applied and the ten-year government yield of 13.77% (2021: 9.17%) is explained

by the non-observable adjustments included in the valuation.
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