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Independent auditor's report

To the Shareholder of Mega Life Insurance OJSC
Opinion

We have audited the financial statements of Mega Life Insurance OJSC which comprise the
statements of financial position as at 31 December 2022 and the statements of profit or loss and other
comprehensive income, statements of changes in equity and statements of cash flows for the year then
ended, and a summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Company as of 31 December 2022 and its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRS).

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 Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code). We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of management and those charged with governance for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines 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, management is 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 management either intends to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.




Auditors’ 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 auditors’ 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 judgment 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 management;

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
auditors’ 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 auditors’ 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.

We communicate with those charged with governance 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.

Covend St

G._RANT THORNTON
30 March 2023

Baku, Azerbaijan Republic




Mega Life Insurance OJSC Financial statements

Statement of financial position
as at 31 December 2022

(Amounts presented are in thousands of Azerbajjani manats, unless otherwise indicated)

31 December 31 December
Notes 2022 2021

Assets

Cash and cash equivalents 5 919 470

Amounts due from credit institutions 6 3,392 303

Investment securities for available-for-sale 7 324 10,778

Investment securities at held-to-maturity 8 14,309 -
9

Insurance receivables 195 i
Deferred expenses 14 100 -
Reinsurance assets 12 55 4
Property, equipment and intangible assets 10 294 323
Current income tax asset 34 168
Other assets 11 143 114
Total assets 19,765 12,191
Liabilities
Insurance contracts liabilities 12 1,604 327
Insurance and other payables 13 423 122
Deferred tax liabilities 1 39 10
Other liabilities 16 5,451 76
Total liabilities 7,517 535
Equity
Share capital 17 11,000 11,000
Retained earnings \ 1,241 618
Revaluation reserve for available-fofsale fipancial assets 7 38
Total equity 12,248 11,656
Total liabilities and equity 19,765 12,191
Signed and authorized f half of the Management Board of the Company:
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The accompanying notes on pages 5 to 43 are an integral part of these financial statements.




Mega Life Insurance OJSC

Financial statements

Statement of profit or loss and other comprehensive income

For the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Gross written premiums

Premiums ceded to reinsurers

Cancelled premiums written

Net written premiums

Change in provision for unearned premiums, net of reinsurance
Premiums earned, net of reinsurance
Change in mathematical reserves

Insurance claims expense, net of reinsurance
Change in outstanding claims provision, net of reinsurance
Claims incurred, net of reinsurance

Fees and commission expenses, net
Insurance activity results

Personnel expenses

General and administrative expenses
Operating expenses

Interest income

Foreign exchanges losses, net

Other income

Profit before income tax

Income tax expense

Profit for the year

Other comprehensive income

Unrealized (loss)/gain on investment securities available-for-sale
Tax effect of loss/(gain) on investment securities available-for-sale
Total other comprehensive income

Total comprehensive income

Notes 2022 2021
19 2,402 443
19 (128) (10)
19 (86) (26)
19 2,188 407
19 (397) (112)
19 1,791 295
19 (817) (174)
19 (9) -
19 (12) (38)
19 953 83
19 (104) (52)
19 849 3
20 (848) (501)
21 (390) (181)

(1,236) (681)
22 1,179 841
(1) =
12 (9)
803 182
15 (180) (45)
623 137
(39) 48
15 8 (10)
(31) 38
592 175

The accompanying notes on pages 5 to 43 are an integral part of these financial statements.




Mega Life Insurance OJSC Financial statements

Statement of changes in equity
for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Revaluation
reserve for
available-for-
Share Retained sale financial Total
Notes capital earnings assets equity
1 January 2021 11,000 481 - 11,481
Total comprehensive income for the year - 137 38 175
31 December 2021 11,000 618 38 11,656
Total comprehensive income for the year - 623 (31) 592
31 December 2022 11,000 1,241 7 12,248

The accompanying notes on pages 5 to 43 are an integral part of these financial statements.




Mega Life Insurance OJSC Financial statements

Statement of cash flows
for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaifani manats, unless otherwise indicated)

Notes 2022 2021

OPERATING ACTIVITIES
Insurance premiums received 2172 541
Reinsurance premiums paid (128) (10)
Cancelled premiums written paid (17) (28)
Gross insurance claims paid (9) -
Acquisition expenses paid (165) (52)
Personnel expenses paid (534) (512)
General and administrative expenses paid (343) (300)
Net realized gain on investment securities measured at fair value

through other comprehensive income 238 (9)
Foreign exchange loss (1) -
Other income received 12 -
Net cash flows from operating activities before income tax 1,225 (368)
Income tax paid (10) (50)
Net cash flows generated from/(used in) operating activities 1,215 (418)
INVESTING ACTIVITIES
Interest income received 801 841
Amounts placed at credit institutions (3,151) (303)
Amounts repaid by credit institutions 200 -
Purchase of investment securities (2,329) 60
Proceeds from sale and redemption of investment securities 3,727 T
Purchase of property, equipment and intangible assets (14) (70)
Proceed from disposal of property, equipment and intangible assets b =
Net cash flows (used in)/generated from investing activities (766) 528
Net increase in cash and cash equivalents 449 110
Cash and cash equivalents, beginning 470 360
Cash and cash equivalents, ending 5 919 470

The accompanying notes on pages 5 to 43 are an integral part of these financial statements.




Notes to the financial statements
Mega Life Insurance QJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbajjani manats, unless otherwise indicated)

1.  Principal activities

"Mega Life Insurance" Open Joint Stock Company ("Company") was established on December 31, 2020, according
to the legislation of the Republic of Azerbaijan. On 19.02.2021, the Central Bank of the Republic of Azerbaljan
issued license No. SF-0003, which allows "Mega Life Insurance" Open Joint-Stock Company to provide life
insurance activities. The company was included in the register of participating insurers of the Compulsory Insurance
Bureau on 09.03.2021, and on 12.03.2021 it was approved by the Central Bank of the Republic of Azerbaijan for
the type of "compulsory insurance against loss of professional capacity due to industrial accidents and occupational
diseases" permission granted. On 26.05.2021, "Mega Life" insurance company was included in the list of authorized
insurers for mortgage lending of the Mortgage and Credit Guarantee Fund of the Republic of Azerbaijan.

The life insurance products they offer: Compulsory industrial accident insurance, credit life insurance, mortgage life
insurance, endowment life insurance, term life insurance, terminal iliness insurance.

The authorized capital of "Mega Life Insurance" Open Joint Stock Company is 11,000 thousand AZN, and the
founder of the company is "Mega Insurance" OJSC with a 100% share.

The official registered address of the company is A. Rajabli Street 19 A, Baku city, Republic of Azerbaijan.
As of December 31, 2022, the number of employees was 36 (December 31, 2021: 24).

As at 31 December 2022 and 31 December 2021 the Company is owned by:

31 December 31 December

2022,% 2021, %

Mega Insurance OJSC 100 100
Total 100 100

The Company has no ultimate controlling party as at 31 December 2022 and 2021.

2. Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards
("IFRS"), as issued by the International Accounting Standards Board (“IASB") and on the assumption that the
Company is going concern and will continue in operation for the foreseeable future.

These financial statements have been prepared under the historical cost convention except as disclosed in the
accounting policies below. For example, investment securities available-for-sale have been measured at fair value.

These financial statements are presented in thousands of Azerbaijani manat ("AZN"), unless otherwise indicated.
AZN is the Company's functional currency as the majority of the Company's transactions are denominated,
measured, or founded in AZN. Transactions in other currencies are treated as transactions in foreign currencies.

The Company presents its statement of financial position in order of liquidity. An analysis regarding recovery or
settlement within 12 months after the reporting date (current) and more than 12 months after the reporting date
(non-current) is presented in note 26,

The Company has applied the temporary exemption from IFRS 9 Financial Instruments as permitted by IFRS 4
Insurance Confracts and has not previously adopted any version of IFRS 9, including the requirements from the
presentation of gains and losses on financial liabilities designated as at FVTPL for annual periods beginning before
1 January 2018, Consequently, the Company plans to have a single date of initial application of 1 January 2023 for
IFRS 9 in its entirety.




Notes to the financial statements
Mega Life Insurance OJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

3. Summary of significant accounting policies
The Company has consistently applied the accounting policies to all periods presented in these financial statements.
Insurance product classification

Insurance contracts are defined as those containing significant insurance risk at inception of contract, or those
where at the inception of contract there is scenario with commercial substance where the level of insurance risk
may be significant. The significance of insurance risk is dependent on both the probability of an insured event and
the magnitude of its potential effect.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of
its lifetime, even if the insurance risk reduces significantly during this period, unless all rights and obligations are
extinguished or expire,

Insurance contract liabilities

Insurance contract liabilities include the outstanding claims provision, the provision for unearned premiums,
mathematical reserve provision and the provision for premium deficiency. The outstanding claims provision is based
on the estimated ultimate cost of all claims incurred but not settled at the reporting date, whether reported or not,
together with related claims handling costs and reduction for the expected value of salvage and other recaveries.
Delays can be experienced in the nofification and settlement of certain types of claims, therefore, the ultimate cost
of these cannot be known with certainty at the reporting date. The liability is calculated at the reporting date using
a range of standard actuarial claim projection techniques, based on empirical data and current assumptions that
may include a margin for adverse deviation. The liability is not discounted for the time value of money. No provision
for equalization or catastrophe reserves is recognized. The liabilities are derecognized when the obligation to pay
a claim expires, is discharged or is cancelled.

The provision for unearned premiums represents that portion of premiums received or receivable that relates to
risks that have commenced but not yet expired at the reporting date. The provision is recognized when contracts
are entered into, insurance coverage commenced and premiums are charged, and is brought to account as earned
premium over the term of the contract in accordance with the pattern of insurance service provided under the
contract.

At each reporting date, the Company reviews its unexpired risk and a liability adequacy test is performed to
determine whether there is any overall excess of expected claims and deferred acquisition costs over uneamed
premiums. This calculation uses current estimates of future contractual cash flows after taking account of the
investment return expected to arise on assets relating to the relevant insurance contract liabilities. If these estimates
show that the carrying amount of the provision for unearned premiums is inadequate, the deficiency is recognized
in the statement of profit or loss and other comprehensive income by setting up a provision for premium deficiency.

The provision for mathematical reserves in life insurance represents liabilities (excluding liabilities which have fallen
due) arising in connection with contracts for long term insurance business. Mathematical reserves are calculated
as an amount equal to present value of future liabilities of an insurance company decreased by the present value
of future obligations of a policyholder (insurance premium) and are calculated separately for each insurance
contract.

Reinsurance

The Company cedes insurance risk in the normal course of business for all of its businesses. Reinsurance assets
represent balances recoverable from reinsurance companies and reinsurers’ share in provision for unearned
premiums. Balances recoverable from reinsurers are estimated in a manner consistent with the outstanding claims
provision or settied claims associated with the reinsurers policies and are in accordance with the related
reinsurance contract.

Premiums ceded to reinsurers and reinsurers' share in provision for unearned premiums are accounted for in the
same way as the gross written premiums and provision for unearned premiums, respectively, for the related
business being insured.

Reinsurance assets are reviewed for impairment at each reporting date, or more frequently, when an indication of
impairment arises during the reporting year. Impairment occurs when there is objective evidence as a result of an
event that occurred after initial recognition of the reinsurance asset that the Company may not receive all
outstanding amounts due under the terms of the contract and the event has a reliably measurable impact on the
amounts that the Company will receive from the reinsurer. The impairment loss is recorded in statement of profit or
loss account.

6




Notes to the financial statements
Mega Life Insurance OJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Ceded reinsurance arrangements do not relieve the Company from its obligations to policyholders.

The Company also assumes reinsurance risk in the normal course of business for insurance contracts where
applicable. Premiums and claims on assumed reinsurance are recognized as revenue or expenses in the same
manner as they would be if the reinsurance were considered direct business, taking into account the product
classification of the reinsured business.

Reinsurance payables represent balances due to reinsurance companies and are recorded in the statement of
financial position in insurance payables. Amounts payable are estimated in a manner consistent with the related
reinsurance contract.

Premiums and claims are presented on a gross basis for both ceded and assumed reinsurance.

Reinsurance assets or liabllities are derecognized when the contractual rights are extinguished or expire or when
the contract is transferred to another party.

Revenue and expense recognition
Gross written premiums

Gross premiums written comprise premiums on insurance contracts entered into during the year, irrespective of
whether they relate in whole or in part to a later accounting period. They are recognized on the date on which the
policy is signed.

Unearned premiums are those proportions of premiums written in a year that relate to periods of risk after the
reporting date. Unearned premiums are calculated on a daily pro rata basis. The proportion attributable to
subsequent periods is deferred as a provision for unearned premiums.

Policy cancellations

Policies are cancelled if there is objective evidence that the policyholder is not willing or able to continue paying
policy premiums. Cancellations therefore affect mostly those policies where policy premiums are paid in instalments
over the term of the policy. Cancellations are reported separately from gross written premiums.

Reinsurance premiums

Gross reinsurance premiums comprise the total premiums receivable for the whole cover provided by inward
reinsurance contracts entered into the period and accounted for in the same way as the gross written premiums.

Fees and commission income

Insurance contract policyholders and reinsurers are charged for policy administration services, intermediary and
other contract fees. These fees are recognized as revenue over the period in which the related services are
performed over the contract. If the fees are for services provided in future periods, then they are deferred and
recognized over those future periods.

Interest income

Interest income is recognized in profit or loss as it accrues and is calculated by using the effective interest rate.
Effective interest rate is the rate that exactly discounts the estimated future cash payments or receipts over the
expected life of the financial instrument or a shorter period, where appropriate, to the net carrying amount of the

financial asset or liability. Fees and commissions that are an integral part of the effective yield of the financial asset
or liability are recognized as an adjustment to the effective interest rate of the instrument.

Subrogation income

Subrogation income is recognized as received.
Other income and expenses

Other income is recognized to the extent that it is probable that the economic benefits will flow to the Company and
the amount can be reliably measured. Expenses are recognized when incurred.

Premiums ceded to reinsurers

Premiums ceded to reinsurers comprise all contract ceded to reinsurers. They are recognized on the date on which
the slip is signed.




Notes to the financial statements
Mega Life Insurance OJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Claims expenses
Gross claims

General insurance claims expenses include all claims occurring during the year. Claim expenses are recognised
when the claim act is approved.

Reinsurance claims

Reinsurance claims are recognized when the related gross insurance claim is recognized according to the terms of
the relevant contract.

Deferred expenses

Deferred expenses consist of deferred acquisition costs ("DAC") and premiums ceded in advance for the
reinsurance contracts that are not effective as at the end of reporting period.

Commissions on direct insurance and inward reinsurance contracts, identifiable and quantifiable direct and indirect
costs incurred during the financial period arising from the writing or renewing of insurance contracts are deferred
within DAC to the extent that these costs are recoverable out of future premiums. All other acquisition costs are
recognized as an expense when incurred.

Subsequent to initial recognition, DAC is amortized over the period in which the related premiums are earned.

An impairment review is performed at each reporting date or more frequently when an indication of impairment
arises. When the recoverable amount is less than the carrying value, an impairment loss is recognized in profit or
loss. DAC are also considered in the liability adequacy test for each reporting period.

DAC are derecognized when the related contracts are either settled or disposed of,
Deferred income

Deferred income consists of fees and commission income from outward reinsurance and intermediary activities
(e.g., fronting transaction) that are deferred and amortized on a straight-line basis over the term of underlying
contract.

Insurance receivables and payables

Insurance receivables are recognized when underlying insurance contract is effective and measured on initial
recognition at the fair value of the consideration received or receivable. Subsequent to initial recognition, insurance
receivables are measured at amortized cost, using the effective interest rate method. The carrying value of
insurance receivables is reviewed for impairment whenever events or circumstances indicate that the carrying
amount may not be recoverable, with the impairment loss recorded in profit or loss.

Insurance receivables are derecognized in a manner as financial assets.

Insurance payables are recognized in a manner consistent with insurance receivables and measured on initial
recognition at the fair value of the consideration received less directly attributable transaction costs. Subsequent to
initial recognition, they are measured at amortized cost using the effective interest rate method.

Insurance payables are derecognized when the obligation under the liability is seftled, cancelled, or expired.

Financial assets and liabilities

Financial assets in the scope of IAS 3¢ are classified as either financial assets at fair value through profit or loss, leans
and receivables, held-to-maturity investments, or available-for-sale financial assets, as appropriate. When financial
assets are recognized initially, they are measured at fair value, plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs. The Company determines the classification of its financial assets
upon initial recognition and, where allowed and appropriate, re-evaluates this designation at each reporting pericd.

All regular way purchases and sales of financial assets are recognized on the trade date i.e., the date that the
Company commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established by regulation or convention in the
marketplace.




Notes to the financial statements
Mega Life Insurance OJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are not entered into with the intention of immediate or short-term resale and are not
classified as trading securities or designated as investment securities available-for-sale. Such assets are carried at
amortized cost using the effective interest method. Gains and losses are recognized in profit or loss when the loans
and receivables are derecognized or impaired, as well as through the amortization process.

Held-to-maturity financial assets

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-
maturity when the Company has the positive intention and ability to hold them te maturity. Investments intended to
be held for an undefined period are not included in this classification. Held-to-maturity investments are subsequently
measured at amortized cost. Gains and losses are recognized in profit or loss, as well as through the amortization
process.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-
sale or are not classified as fair value through profit or loss or in any of the two preceding categories. After initial
recognition available-for-sale financial assets are measured at fair value with gains or losses being recognized in
other comprehensive income until the investment is derecognized or until the investment is determined to be
impaired at which time the cumulative gain or loss previously reported in other comprehensive income is reclassified
to profit or loss. However, interest calculated using the effective interest method is recognized in profit or loss.

Determination of fair value

The Company measures financial instruments, such as investment securities available-for-sale at fair value at each
statement of financial position date. Also, fair values of financial instruments measured at amortized cost are
disclosed in note 25.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either:

> In the principal market for the asset or liability; or

> In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or
a liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest. A fair value measurement of a non-financial
asset takes into account a market participant's ability to generate economic benefits by using the asset in its highest
and best use or by selling it to another market participant that would use the asset in its highest and best use.

The Company uses valuation technigues that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:

> Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

> Level 2: valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable.

> Level 3: valuation techniques for which the lowest level input that is significant to the fair value measurement
is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorization (based
on the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.




Notes to the financial statements
Mega Life Insurance QJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Financial liabilities are initially recognized at the fair value of the consideration received less directly attributable
transaction costs. After initial recognition, financial liabilities are subsequently measured at amortized cost using
the effective interest method.

Gains and losses are recognized in profit or loss when the liabilities are derecognized as well as through the
amortization process.

Reclassification of financial assets

A financial asset classified as available for sale that would have met the definition of loans and receivables may be
reclassified to loans and receivables category if the Company has the intention and ability to hold it for the
foreseeable future or until maturity.

Financial assets are reclassified at their fair value on the date of reclassification. Any gain or loss already recognized
in profit or loss is not reversed. The fair value of the financial asset on the date of reclassification becomes its new
cost or amortized cost, as applicable,

De-recognition of financial assets and liabilities

A financial asset (or, where applicable a part of a financial asset or part of a Company of similar financial assets) is
derecognized where:

> The rights to receive cash flows from the asset have expired.

> The Company has transferred its rights to receive cash flows from the asset, or retained the right to receive
cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a third
party under a ‘pass-through' arrangement; and

> The Company either has transferred substantially all the risks and rewards of the asset or has neither
transferred not retained substantially all the risks and rewards of the asset but has transferred control of the
asset.

Where the Company has transferred its rights to receive cash flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is
recognized to the extent of the Company's continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset and the maximum amount of consideration that the Company could be required to repay.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expired. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a de-
recognition of the original liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in profit or loss.

Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a financial asset or
Company of financial assets is impaired. A financial asset or a Company of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has occurred
after the initial recognition of the asset (an incurred ‘loss event') and that loss event has an impact on the estimated
future cash flows of the financial asset or the Company of financial assets that can be reliably estimated. Evidence
of impairment may include indications that the debtors or a Company of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or
other financial reorganization and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Amounts due from credit institutions and loans and receivables

For amounts due from credit institutions and loans and receivables carried at amortized cost, the Company
first assesses individually whether objective evidence of impairment exists individually for financial assets that are
individually significant, or collectively for financial assetfs that are not individually significant. If the Company
determines that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the assetin a Company of financial assets with similar credit risks characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an
impairment loss is or continues to be recognized are not included in a collective assessment of impairment.
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If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference between the assets’ carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced through
the use of an allowance account and the amount of the loss is recognized in profit or loss. Interest income continues
to be accrued on the reduced carrying amount based on the original effective interest rate of the asset. Receivables
together with the associated allowance are written off when there is no realistic prospect of future recovery. If, in a
subsequent year, the amount of the estimated impairment loss increases or decreases because of an event
occurring after the impairment was recognized, the previously recognized impairment loss is increased or reduced
by adjusting the allowance account. If a future write-off is later recovered, the recovery is credited to profit or loss.

Held-to-maturity financial investments

For held-to-maturity investments the Company assesses individually whether there is objective evidence of
impairment, If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the assets’ carrying amount and the present value of estimated future cash
flows. The carrying amount of the asset is reduced and the amount of the loss is recognized in profit or loss.

If, in a subsequent year, the amount of the estimated impairment loss decreases because of an event occurring
after the impairment was recognized, any amounts formerly charged are credited to profit or loss,

Available-for-sale financial investments

For available-for-sale financial investments, the Company assesses at each reporting date whether there is
objective evidence that an asset or a Company of assets is impaired,

In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria
as financial assets carried at amortized cost. Future interest income is based on the reduced carrying amount and
is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the
impairment loss. The interest income is recorded in profit or loss. If, in a subsequent year, the fair value of a debt
instrument increases and the increase can be objectively related to an event occurring after the impairment loss
was recognized in profit or loss, the impairment loss is reversed through the profit or loss.

Offsetting

Financial assets and financial liabilities are offset, and the net amount reported in the statement of financial position
only when there is a legally enforceable right to offset the recognized amounts and there is an intention to settle on
a net basis, or to realize the assets and settled the liability simultaneously. The right of set-off must not be contingent
on a future event and must be legally enforceable in all of the following circumstances:

> The normal course of business.
> The event of default; and
> The event of insolvency or bankruptcy of the entity and all of the counterparties.

These conditions are not generally met in master netting agreements, and the related assets and liabilities are
presented gross in the statement of financial position.

Cash and cash equivalents

Cash and cash equivalents consist of current accounts with credit institutions, amount due from credit institutions
and highly liquid money market instruments that mature within ninety days of the date of acquisition and are free
from contractual encumbrances.

Amounts due from credit institutions

In the normal course of business, the Company maintains deposits for various periods of time with credit institutions.
Amounts due from credit institutions are initially recognized at cost, being the fair value of the consideration paid
for the acquisition of the investment. Amounts due from credit institutions with a fixed maturity term are subsequently
measured at amortized cost using the effective interest method. Those that do not have fixed maturities are carried
at cost. Amounts due from credit institutions are carried net of any allowances for impairment.
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Property and equipment

Property and equipment are carried at cost, excluding the costs of day-to-day servicing, less accumulated
depreciation and accumulated impairment losses. Replacement or major inspection costs are capitalized when
incurred and if it is probable that future economic benefits associated with the item will flow to the entity and the
cost of the item can be measured reliably.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis over
the following estimated useful lives:

Years
Computers and other equipment 4
Furniture and fixtures 5
Motor vehicles 4
Office equipment 5

The assets’ residual values, and useful lives and method of depreciation are reviewed and adjusted, if appropriate,
at each financial year end and adjusted prospectively, if appropriate. Impairment reviews are performed when there
are indicators that the carrying value may not be recoverable. Impairment losses are recognized in profit or loss as
an expense.

An item of property and equipment is derecognized upon disposal or when no further future economic benefits are
expected from its use or disposal, Any gain or loss arising from derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss.

Costs related to repairs and renewals are charged when incurred and included in general and administrative
expenses category of profit or loss unless they qualify for capitalization.

Intangible assets

Intangible assets consist of licenses, computer software and membership fee. Intangible assets acquired separately
are measured on initial recognition at cost. Following initial recognition, intangible assets are carried at cost less
any accumulated amortization and any accumulated impairment losses.

The useful lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life up to 10 years and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortization period and
the amortization method for an intangible asset with a finite useful life are reviewed at least at each financial year
end. Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortization period or method, as appropriate, and are
treated as changes in accounting estimates. The amortization expense on intangible assets with finite lives is
recognized in the statement of profit or loss and other comprehensive income within general and administrative
expenses category.

Intangible assets with indefinite useful lives are not amortized. The useful life of an intangible asset with an indefinite
life is reviewed annually to determine whether indefinite life assessment continues to be supportable. If not, the
change in the useful life assessment from indefinite to finite is made on a prospective basis.

Intangible assets with indefinite useful lives are tested for impairment annually at 31 December, either individually
or at the cash generating unit level, as appropriate and when circumstances indicate that the carrying value may
be impaired.

Retirement and other personnel obligations

The Company does not have any pension arrangements separate from the state pension system of the Republic
of Azerbaijan, which requires current contributions by the employer calculated as a percentage of current gross
salary payments; such expense is charged in the period the related salaries are earned. In addition, the Company
has no post-retirement benefits.
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Provisions
General

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Company expects some
or all of a provision to be reimbursed, the reimbursement is recognized as a separate asset, but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in profit or loss net of any
reimbursement.

Unused vacations

Provision for unused vacations is recognized in the period when these vacations are earmned by employees.
Provision amount is recognized as an expense at each reporting date.

Taxation

Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted, at the reporting date in the Republic of Azerbaijan.

Deferred income tax assets and liabilities are calculated in respect of temporary differences using the liability
method and profit or loss method. Deferred income taxes are provided for all temporary differences arising between
the tax bases of assets and liabilities and their carrying values for financial reporting purposes,

Deferred income tax assets are recognized for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses. Deferred income tax assets are recognized to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the carry forward of unused
tax credits and unused tax losses can be utilized. The carrying amount of deferred income tax assets is reviewed
at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax asset to be utilized.

Deferred income tax assets and liabilities are measured at tax rates that are expected to apply to the period when
the asset is realized or the liability is settled, based on tax rates that have been enacted or substantively enacted
at the end of the reporting period.

The Company also has various operating taxes that are assessed on the Company's activities. These taxes are
included as a component of general and administrative expenses.

Equity
Share capital

The Company has issued ordinary shares that are classified as equity instruments. Incremental external costs that
are directly attributable to the issue of these shares are shown as a deduction from the proceeds in equity,

Dividends

The share capital of the Company was contributed by the shareholder in AZN and is entitled to dividends and any
capital distribution in AZN, Dividends are recognized as a liability and deducted from equity at the reporting date
only if they are declared before or on the reporting date. Dividends are disclosed when they are proposed before
the reporting date or proposed or declared after the reporting date but before the financial statements are authorized
for issue. According to the Tax Code of the Republic of Azerbaijan, shareholders of the Company are exempt from
10% withholding tax for 7 consecutive years effective from 1 February 2016.

Contingencies

Contingent liabilities are not recognized in the financial statements unless it is probable that an outflow of resources
will be required to settle the obligation and a reliable estimate can be made, A contingent asset is not recognized
in the financial statements but disclosed when an inflow of economic benefits is probable.
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Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified asset,
the Company uses the definition of a lease in IFRS 16,

As a lessee

At commencement or on modification of a contract that contains a lease component, the Company allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices. However, for
the leases of property the Company has elected not to separate non-lease components and account for the lease
and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is
located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to
the end of the lease term, unless the lease transfers ownership of the underlying asset to the Company by the end
of the lease term or the cost of the right-of-use asset reflects that the Company will exercise a purchase option. In
that case the right-of-use asset will be depreciated over the useful life of the underlying asset, which is determined
on the same basis as those of property and equipment. In addition, the right-of-use asset is periodically reduced
by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company's incremental borrowing rate. Generally, the Company uses its incremental borrowing
rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various external financing
sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments.

- variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date.

- amounts expected to be payable under a residual value guarantee, and

- the exercise price under a purchase option that the Company is reasonably certain to exercise, lease payments
in an optional renewal period if the Company is reasonably certain to exercise an extension option, and
penalties for early termination of a lease unless the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there
is a change in future lease payments arising from a change in an index or rate, if there is a change in the
Company's estimate of the amount expected to be payable under a residual value guarantee, if the Company
changes its assessment of whether it will exercise a purchase, extension or termination option or if there is a
revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of
the right-of-use asset or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low value assets
and short-term leases. The Company recognises the lease payments associated with these leases as an expense
on a straight-line basis over the lease term.

14




Notes to the financial statements
Mega Life Insurance OJSC for the year ended 31 December 2022

(Amounts presented are in thousands of Azerbaijani manats, unless otherwise indicated)

Foreign currency translation

The financial statements are presented in AZN. Transactions in foreign currencies are initially recorded in the
functional currency rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency rate of exchange ruling at the end of reporting period. Gains
and losses resulting from the translation of foreign currency transactions are recognized in profit or loss as foreign
exchange and translation gains and losses. Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair
value was determined. Differences between the contractual exchange rate of a transaction in a foreign currency
and the Central Bank exchange rate on the date of the transaction are included in gains less losses from dealing in
foreign currencies.

The Company used the following official exchange rates at 31 December 2022 and 31 December 2021 in the
preparation of these financial statements:

31 December 31 December

2022 2021

1USD AZN 1.7000 AZN 1.7000
1EUR AZN 1.8114 AZN 1.9265

Standards, interpretations, and amendments to existing standards that are effective in 2022.

In the current year the Company has applied the amendments to IFRS 3, IAS 16, IAS 37 and annual improvements
to IFRS Standards 2018-2020 issued by the International Accounting Standards Board ("IASB") that are
mandatorily effective for an accounting period that begins on or after 1 January 2022,

The application of these amendments to IFRSs has not had any material impact on the amounts reported for the
current and prior periods but may affect the accounting for the Company's future transactions or arrangements.
Other than the above, there are no other significant IFRSs, amendments or interpretations that were effective for
the first time for the financial year beginning on or after 1 January 2022,

Standards, interpretations and amendments to existing standards that are not yet effective and
have not been adopted early by the Company

A number of new standards and amendments to standards (except for IFRS 9 Financial instrument, which is
effective from 1 January 2018, but the Company has opted for deferral approach) are effective for annual periods
beginning after 1 January 2023 with earlier application permitted; however, the Company has not early adopted
them in preparing these financial statements.

Effective for
New and revised IFRS annual period
beginning on or
after
Amendments to IAS 1 ‘Presentation of Financial Statements' to address the classification 1 January 2023
of liabilities as current or non-current providing a more general approach based on the
contractual arrangements in place at the reporting date.
IFRS 17 ‘Insurance Contracts’ which requires insurance liabilities to be measured at a 1 January 2023
current fulfilment value and provides a more uniform measurement and presentation
approach for all insurance contracts.
Amendments to IFRS 17 'Insurance Contracts' to address concerns and implementation 1 January 2023
challenges identified after IFRS 17 was published in 2017.
Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4). 1 January 2023
The amendment changes the fixed expiry date for the temporary exemption in IFRS 4
‘Insurance Contracts’ from applying IFRS 9 ‘Financial Instruments’, so that entities would
be required to apply IFRS 9 for annual periods beginning on or after 1 January 2023,
Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 1 January 2023
2) which require that an entity discloses its material accounting policies, instead of its
significant accounting policies.
The IASB issued 'Deferred Tax related to Assets and Liabilities arising from a Single 1 January 2023
Transaction (Amendments to IAS 12)' that clarify how companies account for deferred
tax on transactions such as leases and decommissioning obligations.
The amendments replace the definition of Accounting Estimates (Amendments to IAS 8) 1 January 2023
- The amendments replace the definition of a change in accounting estimates with a
definition of accounting estimates. Under the new definition, accounting estimates are
“monetary amounts in financial statements that are subject to measurement uncertainty”.
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Management anticipates that all the relevant pronouncements will be adopted in the Company's accounting policies
for the first period beginning after the effective date of the pronouncement.

IFRS 17 'Insurance Contracts’

IFRS 17, the new accounting standard for insurance contracts, was issued by the International Accounting
Standards Board (IASB) in May 2017. Since the standard was first issued, various implementation matters have
been raised by stakeholders. Subsequently, the IASB issued further amendments to the standard in June 2020 and
December 2021, including delaying its effective date, which for the Company means the standard is applicable to
reporting periods from 1 January 2023.

For the Company, IFRS 17 replaces IFRS 4 Insurance Contracts. The first applicable reporting period for the
Company is for the year ending 31 December 2023, with a restated comparative period for the year ending 31
December 2022.

The Company continues to assess the impact of the application of IFRS 17, with the relevant key areas of
consideration set out below and it will also depend on the applicability date decided by the regulator.

Measurement models

IFRS 17 introduces the general measurement model, also known as the building block approach, which consists of
fulfilment cash flows and a contractual service margin. The fulfilment cash flows represent the risk adjusted present
value of an entity'’s rights and obligations to the policyholders, comprising estimates of expected cash flows,
discounting, and an explicit risk adjustment for non-financial risk. The contractual service margin represents the
unearned profit from in-force contracts that an entity will recognise as it provides services over the coverage period.
The contractual service margin is earned based on a pattern of coverage units, reflecting the quantity of benefits
provided. For contracts measured under the general measurement model, IFRS 17 is expected to have a significant
impact on actuarial modelling as more granular cash flow projections and regular updates of assumptions will be
required,

The premium allocation approach is a simplified approach an entity may choose to adopt when certain criteria are
met, either where the liability for remaining coverage under the premium allocation approach is not expected to
differ materially from that under the general measurement model or the coverage period of contracts are less than
one year. However, the general measurement model remains applicable for the measurement of the liability for
incurred claims, whereby all incurred claims are subject to discounting and risk adjustment. In determining the cash
flows used in the measurement of the liability for incurred claims, The Company intends to consistently maintain
the reserving approach currently adopted under IFRS 4. The simplification relates to the measurement of the liability
for remaining coverage, which is not disaggregated into fulfilment cash flows and a contractual service margin, but
rather is largely based on premium received. In this regard, the premium allocation approach has similarities to the
current accounting requirements for general insurance contracts under IFRS 4.

The Company plans to apply the premium allocation approach ("PAA") to all the insurance and reinsurance
contracts. Companys of contracts with coverage period of one year or less automatically qualify for PAA. For
Companys of contracts with coverage period greater than one year, we assessed that there is no material difference
in the measurement of the liability for remaining coverage between PAA and the general model, therefore, these
qualify for PAA,

For Companys of contracts that apply the premium allocation approach and have a coverage period of one year or
less, IFRS 17 provides an option to recognise any insurance acquisition costs as expenses when incurred.

Level of aggregation and onerous contract losses (loss component)

Under IFRS 17, measurement is not considered at the individual contract level, but on the basis of portfolios which
comprise contracts subject to similar risk and managed together. These portfolios are further subdivided into
specified measurement Company based on contracts concluded in annual cohorts and on their profitability. To
determine if the contracts are onerous, the standard permits measurement of a Company of contracts. All fulfilment
cash flows resulting from the rights and obligations under the insurance contracts must be considered and
determined on a gross basis, excluding the effect of reinsurance.

Risk adjustment

Under IFRS 17, the measurement of insurance contract liabilities will include a risk adjustment for nonfinancial risk
to reflect the compensation that the entity requires for bearing the uncertainty relating to the amount and timing of
future cash flows. For insurance contracts, this is the compensation required to be indifferent between either fulfilling
a liability that has a range of possible outcomes arising from non-financial risk and fulfilling a liability that will
generate fixed cash flows with the same expected present value as the insurance contracts. The risk adjustment
replaces the concept of a risk margin under IFRS 4, which reflects the inherent uncertainty in the central estimate
of the present value of the expected future payments. Similar to the risk margin, the risk adjustment includes the
benefit of diversification.
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The Standard does not prescribe techniques for estimating the risk adjustment but does offer guidance. The
technique used, and the corresponding confidence level associated with the methodology selected, will need to be
disclosed. The finalisation of the methodology for determining the risk adjustment, and the corresponding
confidence level, is ongoing and subject to further refinement and review,

Discount rates

IFRS 17 requires that the estimates of expected cash flows that are used to measure either the liability for remaining
coverage, for contracts measured under the general measure model, or incurred claims are to be discounted to
reflect the time value of money and the financial risks related to those cash flows. In addition, the standard also
requires the discount rate to reflect the liquidity characters of the underlying insurance contracts. The standard does
not prescribe a methodology to determine either the discount rate or illiquidity premium, The bottom-up approach
will be used to derive the discount rate. Under this approach, the discount rate is determined as the risk-free yield,
adjusted for differences in liquidity characteristics between the financial assets used to derive the risk-free yield and
the relevant liability cash flows (known as an ‘illiquidity premium'). The risk-free rate was derived using swap rates
available in the market denominated in the same currency as the product being measured. When swap rates are
not available, highly liquid sovereign bonds with a AAA credit rating were used. Management uses judgment to
assess liquidity characteristics of the liability cash flows. Management is currently assessing illiquidity within
discount rates. The methodology and impact of reflecting illiquidity within discount rates is currently being
determined.

Presentation and disclosure

IFRS 17 will impact the Company's financial statements compared with existing reporting requirements, introducing
substantial changes in both presentation of the statement of income and statement of financial position, as well as
more granular disclosure requirements.

In the statement of income, IFRS 17 will require the presentation of the insurance revenue and insurance service
expenses gross of reinsurance. For the Company, insurance revenue replaces gross earned premium and
insurance service expenses largely reflects the combination of claims expense, non-reinsurance related recoveries,
commission expense and underwriting expenses. Additionally, all changes in value because of either the effect of
or change in the time value of money or financial risk, will no longer form part of the insurance service result but will
be recognised separately as either insurance finance income or expenses. Income or expenses from reinsurance
contracts held need to be presented separately from the expenses or income from insurance contracts issued.

On statement of financial position, as all cash flows resulting from the rights and obligations under insurance and
reinsurance contracts must be taken into account under IFRS 17, the related existing statement of financial position
items will no longer be presented separately. Alternatively, the standard requires these associated balances to be
combined into single line items for portfolios of insurance or reinsurance contracts that are either in an asset or
liability position.

IFRS 17 has introduced additional disclosures which would need to be provided. The Company will be required to
provide disaggregated qualitative and quantitative information about:

* Amounts recognised in its financial statements from insurance contracts issued and reinsurance contracts
held within the scope of IFRS 17,

*  Significant judgements, and changes in those judgements, when applying the standard; and

* The nature and extent of the risks from contracts within the scope of the standard.

Transition

On transition, the Company expects to apply the full retrospective approach to all insurance contracts, except to the
extent that it is impracticable to do so, in which case either a madified retrospective or fair value approach may be
applied under IFRS 17. In practical terms, the Company currently anticipates adopting a full retrospective approach
to contracts measured using the premium allocation approach.

The Company has committed appropriate resources and effort into the implementation of IFRS 17 since its
issuance. The implementation of the standard involves changes and enhancements in technology, systems, and
processes, particularly across IT, finance and actuarial. The requirements of IFRS 17 are complex and the
Company's expectations noted above are subject to change as it continues to assess the impact of the standard
and interpretation developments. However, ultimately IFRS 17 is not expected to change the underlying economics
or cash flows of the Company's business but has the potential to impact profit emergence profiles. Alongside the
qualitative effects outlined above, the Company continues to assess the quantitative impact of the application of
IFRS 17, with the opening balances on 1 January 2023 currently being compiled in accordance with the standard.
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Impact assessment

Although the premium allocation approach is similar to the Company's current accounting treatment when
measuring liabilities for remaining coverage, the following changes are expected in the accounting.

Changes from IFRS 4 Expected impact on equity on transition to
IFRS 17

Under IFRS 17, the Company will discount the future cash | Increase
flows when measuring liabilities for incurred claims, unless
they are expected to occur in one year or less from the date
on which the claims are incurred. The Company does not
currently discount such future cash flows.

IFRS 17 requires the fulfilment cash flows to include a risk | Decrease
adjustment for non-financial risk. This is not explicitly allowed
for currently.

The Company's accounting policy under IFRS 17 to expense | Decrease
eligible insurance acquisition cash flows when they are
incurred differs from the current practice under which these
amounts are recognised separately as deferred acquisition
costs.

The Company is still assessing the estimated impact that the initial application of IFRS 17 will have on its financial
statements. Based on assessments undertaken to date, opening equity is expected to move predominantly due to
the following:

e impact of risk adjustments.

* accounting for onerous contracts in the business.

* impact of discounting.

* non-performance risk on reinsurance recoverable balances.

The assessment of the impacts on the Company's financial statements is in progress. Although the work is well
advanced as of the date of the publication of these financial statements, it is not yet practicable to reliably quantify
the transition impact.

IFRS 9 Financial instruments

IFRS 9 Financial Instruments sets out requirements for recognising and measuring financial assets, financial
liabilities, and some contracts to buy or sell non-financial items. This standard replaces |AS 39 Financial
Instruments: Recognition and Measurement.

Classification - Financial assets

IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business
model in which assets are managed and their cash flow characteristics.

IFRS 8 contains three principal classification categories for financial assets: measured at amortised cost, fair value
through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL). The standard
eliminates the existing IAS 39 categories of held-to-maturity, loans and receivables and available-for-sale.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as
at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash flows: and

= its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest (SPPI) on the principal amount outstanding.

A financial asset is measured at FVOCI only if it meets both of the following conditions and is not designated as at
FVTPL:

= it is held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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