RISK MANAGEMENT POLICY

Table of Contents

1. BACKGROUND.......cii ettt ettt et e e e e s e n e enn e e eneas 3
2. POLICY STATEMENT ...ttt e e e e ems e e e e e ceereaeaas 3
3. POLICY OBJECTIVES. ..... ..ot eee ettt ce s s se e em e ems e e e e e eesrnaeeas 3
4. SCOPE OF APPLICATION .. ..ottt eeereae e 4
5. RELEVANT LEGISLATION AND GUIDELINES ...t 4
6. RELATED POLICIES ...t ettt e e 4
7. DEFINITION OF TERMS ...ttt 4
8. RISK MANAGEMENT PROCESS ... . 6
8.1. Establishing Context........ ..o 7
8.2. Risk Identification .......... ..o 7
8.3. Risk Analysis and Evaluation...... ... 8
8.4, Risk Treatment ... . et e 8
8.5. Ongoing Monitoring and Reporting ...........coooiiooooii e 9
9. RISK APPETITE. .. oottt et sne e emae e eee e e e ean 10
10. SIGNIFICANT RISK CATEGORIES ........ooiiiiiiiie e e 11
11. RISK EVENT RECORDING ..ottt e 11
12. MONITORING COMPLIANCE WITH THE POLICY ..o 12
13. REPORTING ON POLICY QUTCOMES DISCLOSURES. ........c.cocoiiiiiiiiiiiiccieeee 13
14. POLICY PROVISIONS ...ttt 13
15. ROLES & RESPONSIBILITIES ...t 13
16. POLICY REVIEW ... e 20
17. GRIEVANCE PROCEDURE...... ..ottt 20
18. POLICY APPROVAL ...ttt 20



1. BACKGROUND

The underlying premise of Enterprise Risk Management is thal every entity exists to provide
value for its stakeholders. All entities face uncertainty and the challenge for management s
to delermine how much uncerainty to accept, as it strives o grow shareholder value.
Uncartainty presents both risk and opportunity, with the potential to erode or enhance value.

Rizk Management enables management to effectively deal with uncerainty and associated
risk and opportunity, enhancing the capacity to build value.

This document outllines the Enterprize Risk Management Policy at AfroCentric Group (“the
Group™). It is intended to provide guidance on implementing an effective Enterprise Risk
Management (ERM) program in the Group.

The Risk Management Policy specifically addresses the structures, processes lo be
implemented to manage risks on an enterprise-wide basis in a consistent manner. It also
addresses the specific responsibilities and accountabilities for risk management within the
Group and its subsidiares.

2. POLICY STATEMENT

The managemeant of the Group = committed to sound enterprise fsk management practices.
Active risk awareness and optimal management of risk and associaled exposures are
embaddad throughout the business.

The Policy includes the following main comporents:

+ The broad objeclives and philasophy of risk management in the Group;

+ The roles and responsibilities of the various functionaries in the Group tasked with
riek management; and

+ Minimum standards for the mplementation of risk management in the various
business units within the Group.

3. POLICY OBJECTIVES

The objective of Afrocentric’s Enterprise Risk Management approach is to support the Group
in achieving its primary objective of optimising return on Group equity and to protect and
grow shareholder value within the Group's approved Risk Appetite.

Successiul implementation of the approach will also achieve other objectives such as:

+ Supporting the Group's strategic business goals;

+ Safeguarding of the Group's assels (including information) and invesiments;

+ Supporting business sustainability under normal as well as under adverse operating
conditions;

+ To provide reliable information about risks affecting the achievement of the Group's
cone objectives; and

+ Bahaving responsibly towards all stakeholders with a legitimate interest in the Group.




4. SCOPE OF APPLICATION

This policy applies 1o the entire Group and s subsidiaries. All permanent stafl, fixed term
contractors, independent contraciors and any other individuals conducting work in the Group
and at any of s locations and points of representation are required lo conform to this policy.

5. RELEVANT LEGISLATION AND GUIDELINES

King IV Principles on Risk Governance: The goveming body (“the Board™) should
govern risk in a way thal supports the organisation in setting and achieving its strategic
objectives.

Medical Schemes Act, 131 of 1998: Requires thal administrators and managed cane
organisations be accredited as such by the Council for Medical Schames bafare they may
administer a medical scheme or render managed care services to a medical scheme.

Companies Act 71 Of 2008: has legislated key governance best practices.

6. RELATED POLICIES

This policy should be read in conjunction with the fallowing policies and frameworks:
# Afrocentric Enterprise Risk Managemant Framework
+« Technology and Information Governance Framewark
* Business Conlinuity Management (BCM) Policy
« Compllance Risk Managemeant Policy
# Disciplinary Management Policy
¢ Fraud Prevention and Management Palicy
+ Environmental Health and Safety Policy

7. DEFINITION OF TERMS

TERM DESCRIPTION
Enterprise Risk Enterprise Risk Management (ERM) is a high-level over-
Management arching framework aimed at ensuring that:

# All risks which could jeopardise / enhance the
achievement of the Group's strategic goals will be
identified;

= Appropriate structures, policies, procedures, and
practices are in place to manage these rizks;

Emerging risks represent known or unknown rsks with a
significant potential impact on business, but for which the
likely severity for the Group and s businesses have nol been
assessed or iz difficull to quantify (either because the
likelinood of such an event occurring is unknown or because
thee full impact of such an event, should it

materialise, is unknown).

Emerging Risks

The net risk exposure can be guantified either on an inherant
m:irant and Resldual or a residual basis:
# Inherent risk: the net exposure (likely impact), without any
mitigation actions or other controls in place.




Residual risk the net exposure, allowing for the effectiveness
of the existing controls as well as any additional risk mitigation
actions defined.

Risk

Risk is inherent to the business of the group and is defined as
the threal that a condition, an event, action or inaction will
adversely affect the Group's ability to achieve its business
objectives, including strategic, operational, financial and
compliance objectives. Business risk arises as much from the
possibility that threats will materialise as it does from the
possibility that opportunities will not be realised.

The Group's Risk Managemenlt process is aimed al managing

each of the three elements of risks:

¢ Opportunities: upside risks, or the “offensive” perspective
of risk (kooking for opporiunities to exploit).

+ Hazards: downside risks, or the "defensive” aspect of risk
(focusing on prevention or mitigation of the threats and
vulnerabilities that could generate losses).

» Uncerainties: the volatility aspect of rigk (risks to be
managed to improve the predictability of
oulcomes/performance).

Risk Appetite

This is an overall indication of the level and type of sk that
an organization is prepared to accept in the pursuit of its
goals. The risk appetite can be defined for the Group or for
the respective business divisions and subsidiaries within the
clusters. The risk appetite statement should remain strategic
in natune.

Risk Champions

A Risk Champlon is a person who by vitue of his /her
expertise or authority, champlons a particular aspect of the
Risk Management Process. It must be clear thal a risk
champion s nol necessarily a risk owner, however, he/she
plays a critical role in supporting the Risk Management
Process in specific allocated areas of functions.

Rizk Evant

The materialising (whather partially or in full) of risk, whether
the risk has previously been identified or not. For existing
risks, related events can assist in the guantification of the risk.

Rizk Function

The Risk Management team serves as base for risk
management advisory service for Afrocentnc Health.

Risk Management

Is an on-going process, involving the Board of Directors,
management and other personnel. It is a systemaltic approach
1o setting the best course of action 10 manage uncertainty by
identifying, analysing, assessing, responding to, monitoring
and communicating risk Issues/events thal may have an
impact on an organization successfully achieving their

business objeclives.




Risk Management System BarnOwi and CURA

This is the more tactical interpretation of the strategic risk

appetite and provides business with  certain

boundaries/ranges for different risk types. It can be defined

either:

« Qualitatively: on a relative scale (e.g., high, moderate or
low) or

¢ Quantitatively: in terms of a quantifiable metric, (e.g.,asa
risk-adjusted shareholder value such as Return on Group
Equity Value, Return on Embedded Value, or Risk
Adjusted Performance Measurement.)

Risk Tolerance levels

8. RISK MANAGEMENT PROCESS

The Group should articulate s objectives and define the external and internal parameters to
be considered when managing risk, and thus setting the scope and risk criteria for the rest
of the risk management process. The process will cover the planning, arranging, and
controlling of activities and resources to minimise the potential likelihood and impact of risks
to levels within the risk appetite. Although the risk management process is considered a
separate management discipline, it should be integrated and aligned with the regular
management processes.

The Risk Management System must be used for the recording and monitoring of all
operational business risks and significant events of the risk materialising. The risk
management process Is iterative and can be summarised as follows:




8.1. Establishing Context

The first step in the Risk Management value chain is establishing the context, which includes
taking the external and internal environment which the Group is exposed to into consideration
to achieve its goals.

For the rsk management processes o be effective, it is important that the Executive
Enterprise Rizk Committee (EERCO) and Audit and Risk Committee (ARC), managemeant
and individuals assigned with risk management responsibilites (Risk Champions) clearly
understand:

« The relationship between the business and its operating environment.
+ The business's strengths, weaknesses, opportunities and threats.

+ The crucial elements that might support or impair its ability to manage the risks it
faces

+ The business capabilities and its goals, objectives, strateqgies and values and the
drivers of thesa.

+« The financial planning cycle of the business.

The understanding and on-going monitoring of these aspects will assist in the pro-active
identification of existing and emerging risks. The Chief Risk Officer should maintain risk

evaluation criteria and a logical, practical framework for the identification and analysis of risk
and its root causas. The Chief Risk Officer should also assist the various businesses to set

the goals, objectives and boundaries of the risk management processes appropriate for their
respective environments.

B.2. Risk Identification
During this qualitative step, the following should be determined:

« YWhat is the risk? (clear definition, highlighting the impact that the risk posed o the
business).

+« YWhat is the type and calegory of the risk?

+« YWhat are the rool causes of the risk? (what will determine whather the risk will
materakse or the severity of the impact)?

« YWhat are the potential consequences, should the risk matenialise?

+ Which objectives of the business may be impacted by the risk?

Various techniques may be used by the respective levels of management to identify risk.
Examples include risk assessment workshops, strategy sessions, analysis of key incidents,
key risk indicators, monitoring of controls in operations, analysls of key business drivers,
analysis of key processes and analysis of rool causes of major external risk evenis.

Rizk Specialsts should work closely with the other assurance providers (e.q.. Internal and
External Audit, Compliance, Legal and Forensic Services) to ensure that all significant risks
are identified (either individually or cumulatively). Regular assessmants of amerging risks (at
least annually) must be conducted to ensure that all relevant risks are included in the Group's
risk profile. To this end, the Chief Risk Officer must ensure that global studies of emerging
risks are analysed and the potential impact on the Group's goals are reviewead with the risk
owners, to determine whether new risks should be included in the Group's strategic risk
regisier.




B.3. Rizk Analysis and Evaluation

The risk analysis should separate the minor (acceptable) rsks from the more significant risks
and provide data to assist in the evaluation and treatment of rsks. It imvolves the
consideration of the sources of risk, their consequences and the likelhcod that these
COMSEUE NGRS OGCoUr.

This quantitative step includes an analysis and assessment of:

+ The inherent financial impact should the risk materialise: This assessment is done
on the basis that all existing controls and mitigation actions will fall, or the controls
to mitigate the risk are nol available. The time horzon of the quaniification of risks is
mormally (at keast) one year in the future (forward-looking ).

# The residual inancial impact f the risk matenalises within the next year: This s
done on a residual basis, assessing the residual likelihood and residual impact, e,
assuming that the exisling conirols and additional mitigating actions, realistically
being implemented, will be effective. Pre-determined rating scales (Refer to
Annaxure A) must be applied, but actual monetary values within the identifled
impact range may be specified where deemed more appropriate.

# [t s nol always that simple to guantify the likely impact {(e.q., for reputational risks),
but Impact matrxes can be used, whene different levels of consequence are aligned
wilh the different impact scales (e.q., for repulational risk different levels of
exposure of meda coverage can be used to indicate the likely impact). It is
important to quantify the residual impact as closaly as possible, 1o maintain the
integrity of the aggregate holistic view of the risks of the Group.

+ The Risk Managemeant System will assist in the calculation of the residual combirned
rating. This can be expressed as a monetary amount (impact X likelihood) and wil
be used 1o delermineg exposure to significant risks (in order o oplimise resources).

¢ Datermine the Risk Control Effectiveness: This assessment indicates the level of
effectiveness of existing fsk management activities.

« Identify related controls: In order 1o assist internal Auwdit in thedr risk-based audit
approach, the significant controls impacting the risk (mitigation ) should be identified
and linked to the risk. A standard classification of controls was defined and
deployed on the Risk Management System.

The assessed level of residual risk, companad with the risk appetite and tolerance levaels of
the Group, will determine the prioritsed list of key rsks for further detailled action and
manitoring. Risks cumantly rated as Low or Medium must still be reviewad regularly 1o ansune
that the levels of threal remain acceptable.

Particular altention must be given to risk with a low likelihood, but extremely high impact, to
ensure that controls managing the likelihood remain affectiva.

B.4. Risk Treatment

This involves identifying the range of options for reating risk, assessing those options (Le.,
cyclical process of deciding whelher residual risk levels are tolerable; if not lerable,
considering an alternalive risk treatmeant), preparing risk treatment plans and implementing
thwari.




Risks could be accepted, avoided, transferred and mitigated (prevented /minimised). Risks

prioritised for further action during risk evaluation should be managed in such a way that the
residual risk levels are within the acceptable threshold. The aclions required to effectively

manage each risk and the method of controlling these actions, should be documented.

The residual risk should be documented and subjected to monitoring, review and, where
appropriate, further treatment plans.

8.5. Ongoing Monitoring and Reporting
B.5.1. Monitoring

Residual risk profiles must be reviewed regularly to determine the effectiveness and progress
with management actions.

8.5.2. Key Risk Indicators

Each business unil and subsidiary is responsible for defining. monitoring and reporting on
Key Risk Indicators for all key risks identified.

8.5.3. Reporting

Each business should develop and continuously update profiles of the risks iU s axposed o,
according to its own business nesds and requirements.

Basic prolocols include:

« Quarerly reporting of significant risks and progress with action plans via the
Business Unit/Divisional Enterprise Risk Committees and Executive Enterprise Risk
Committea 1o ensure accurate reporting to the Audit and Risk Committee.

+ Monthly reporting of significant new risks, incidents and near miss events or
progress on existing risk events.

+ Escalation of risks to appropriate levels of oversighl and with appropriate urgency
as per the Escalation Framework

The risk reporting and consolidation process can be depicted as follows:

l Board of Directors ]

l HAudit & Risk Commithes J

Executive Enterprise Risk
Management Committes Group EXCO

{EERCO)

Divizbonal /BU Enterprize Risk Management Commitles
{(ERCO})




9. RISK APPETITE

The Audit and Risk Committes reviews the appropriatenaess of the Group's Risk Management
Policy, including Risk Appelite Statements, i.e., the maximum acceptable level of risk that
the Group may undertake. In order to monitor adherence 1o this overall strategic appetite,
relevant supporting Risk Tolerance levels are defined and monitored on a regular basis.
Material operating enlities within the Group must define similar more granular olerance
levels (appropriate for their level of operations) subject 1o the approval thereof by Audit and
Risk Committea.)

The responsibilty for the management of risk in the Group vests with the business
unitsimanagement (“first line of defence”), even If the approach o managing a particular risk
has been approved by the Chiefl Risk Officer.

The businesses are assisted by the ERM siructures (such as the Risk and Compliance
Division and Head(s) of Risk Managament Control — “second line of defenca”) and supportad
by the risk management culture set by the Executive Committes (Exco).

ERM within the Group |5 further strengthenad by (intermal) audit (“third line of defence”) that
will assess the adequacy and the effectiveness of the risk managemenl processes regularly,
and report to the Audit and Risk Committee on the assessment. This i in line with the Sanlam
Board's adoption of the three lines of defence model for managing nisks. The model is
depicted bealow.

The model

Thee Badd Three ik S delerde druchane 5 et dusl Bl

15t line * Invalved in day-to-day risk management
. : *+ Follow a risk procass

Business units » Apply internal controls and risk responses
- ] = Oversee and challenge risk management
2nd line * Prowvide guidance and direction

Rizsk and compliance * Davelop risk managemant fremework

i e * Review 15t and 2nd lines

drd line « Provide an independent parspective and
Audit challenge the process

« Objective and offer assurance

The Chief Risk Officer determines the relevant risk management framework for the Group in
accordance with the Group guidelines and policies. The Chief Risk Officer monitors the risk
management process and profile of the Group at an enterprise level and as such will rely on
various specialist risk management functions (such as Compliance).

The escalation of risks to the attention of the ARC must be done in accordance with the Risk
Escalation Matrix which is aligned with the Group escalation requirements. Depanding on
the level of classification of a risk, the Chief Risk Officer has the responsibility to consider
risk managermant related decisions, risk mitigation actions and risks taken by the Group, and
the responsibility to approve (and where appropriate) require additional measures to reduce
or restrict the potential negative effect of exposures the Group.




VWhere the required consensus with business is not reached, this must be reported to the
Sanlam Lid Exco & Board. SLS business may appeal such an inlervention to the Sanlam Lid
Exco.

10.SIGNIFICANT RISK CATEGORIES

The identification of risks and the reporting there-on are directed by the Risk Calegories
standard, which may be adjusted from Ume to tme to accommodate the reporting
requirements of the Sanlam Group.

The major risk categories for the Group ans:

* Strategic Risk

+« Markel Risk.

# Funding Liquidity Risk.

# Dperational Risk.

« Conduct Risk.

+* Brand and Reputational Risk.

11.RISK EVENT RECORDING

The risk evenl [incident) management process follows a similar iterative process as the risk
management process. An important component of sk event recording and managemeant is
to link a particular eventincident to the underlying risk and relevant risk category to enhance
ther quaniification of risks within the respective categores. The Risk Management Syslem
provides for the recording and monitoring of risk evenls.

11.1. Risk Event Registar

Al entities within the Group should ensure that relevant quantitative data on incidents and
losses s properly recorded and readily available for internal analysis as well as regulatory
raporting requirements.

11.2. Purpose

A risk event denotes any operational risk incident or experience that has resulted in, or had
the potential to result in, a materal loss or a significant deviation from expecled performance.
Operational Risk Evenls are recorded and analysed Lo:

+ supporl/provide input to the assessment (quantification) of a specfic risk or
category of risk.

+ Indicate a change in the threat level of a particular risk factor.

« provide assurance on the effectivenass of the existing risk response/mitigation
actions.

+ alert o new [ previously unidentified or underestimated risks to ensure the
completeness of the business risk profile.

11.3. Rizk events are categorised as follows:

* Quantifiable (in terms of impact on profit or net asset value):

o Loss: which includes loss of sales revenue as well as losses incurred in lerms of
invalidfinaccurate disbursements of policy/product beneflits, loss of tangible
assels, increased operating costs, business recovery costs, penalties, inlerest,
compensation, legal kability, litigation costs, internal and external fraud.




o Gain: being the unintended prafits made as the result of oparational amors.
o Mear-miss (quantifiable): where loeses despite the initial polential, are avoided
by chance or prevented by compensating controls.

*  Non-quantfiable:
o Incident: negative impact, but not readily quantifiable.
o Mear-miss {non-quantifiable): where losses, despite the initial potential, are
avoided by chance or prevented by compensaling conirols.

11.4. Thresholds for recording of loss incidents

Quantifiable incidents exceading R10 000 (per evenl) must be recorded separately. Less-
significant quantifiable events under R10 000 will be “summarised | accumulated” per type
of event per calendar month and recorded accordingly (with an indication of the number of
individual events). The established processes for reporting incidents should be followed
Businesses can record events at a finer granularity at their own discretion.

Risk Specialists must take cognizance of all material events suffered by the business, as wall
as “near-misses” (where aclual losses were aither avolded by chance or prevented through
the effectiveness of controls). Loss and incident trends must be analysed lo ensure the
completeness of the business risk profiles and associaled key risk indicalors

12.MONITORING COMPLIANCE WITH THE POLICY

12.1. Formal Self-Assessments:

The Group s required o perform a rsk management malurily self-assessment on an annual
basis, according to the sael-assessment methodology prescribed by Group Risk
Management. The Group should review and report on t5 risk management process
accordingly, with the aim to improwve the process, and to modify it in the light of changed
circumstances.

The focus of the review, and the contents of the report, should be on issues such as:

¢+ The existence, completeness and effectiveness of the risk management
prOCRES.

s The suitability of the climate within which risk management takes place (e.q., Is
there adequate top-level support, is there a suitable risk cullure, are there
sufficient capable resources, elc.); and

+ Whether the risk profile and risk reparting adequalely communicate the
business’ risks o sendor levels, in a way that contribute to improved decision-
rmaking.

# Areas for improverment in maturity and related action plans must be
incorporated into the risk management plans of the Group.

12.2. Indepandant Assurancea:

Internal Audit should perform independent assurance over the risk management functions af
business units on a rolational basis. The results should be formally reported back to the Audit
and Risk Committes and other applicable Commitlees, as well as the Group.

12.3. Annual Risk Plans:

The Risk Management Function must submit their risk plans for the year o Executive
Enterprise Risk Committee and the Audit and Risk Committes




13.REPORTING ON POLICY OUTCOMES DISCLOSURES

The Audit and Risk Commitlee is responsible for mandatory disclosures in relation o risk
management in the Group, including disclosures required in terms of the King IV Report in
the integrated annual report. It should as a minimum disclosea:

+ Thalt it is accountable for the process of risk management and the system of intermal
control, which is regulary reviewed for effectiveness.

+ That there is an ongoing process for identifying, analysing, evaluating and
managing the significant rsks faced by the Group, which has been in place for the
year under review as well as for the period between the relevant vear end and the
date of approval of the annual report and accounts:

« That there is an adequate and effective system of internal control in place to
mitigate the significant risks faced by the Group to an acceptable level Such
syslem s designed o manage, rather than eliminate, the sk of failune or
maximizing opportunities to achieve business objectives and can only provide
reasonable but not absolute assurance;

« That there is a documented and tested process in place, which will allow the Group
to continue its critical business processes in the event of a disastrous incident
impacting its activities. This s commonly Known as a business continuity plan, and
should cater for a worst-case scenanio;

#« The Board's view on the effectivenass of the risk managemant process; and

+ Any undue, unexpected or unusual risks.

14.POLICY PROVISIONS

All managers, execulives and employess of the Group and its subsidiaries shall ensure that
the provision of this palicy is read, understood and adhered to.

15.ROLES & RESPONSIBILITIES

Specialist risk management roles exist within the Group. A decentralised risk management
philosophy ks followed whereby each role has a specific mandate to manage particular risks
of to provide assurance on the management of such sk, A detailed summary of the roles
and responsibilites is included below.

Specific metrics and management actions must be reported to the Chief Risk Officer to
ensure that an overall portfolio view of risk is maintained for the Group.

ROLE CESCRIFTION
Audit and Risk Committee | The ARC shail
(ARC)

# Address the corporate govemnance reguirements of
Enterprise Risk Managemeant

= Maonitor the Group's performance against the Enlerprise
Risk Managemeant Policy and Framework.

= Moniter the implementation of the Enterprise Risk
Management Framework.

= Approve the appetite and tolerance for risk.




#» Provide direction and owersight in respect of Enlerprise
Risk Management.

# Enszure that the responsibilties and co-ordination of
Enterprise Risk Managemeant are clear.

# Ensures that the corporate strategy of the Group is
responsive to the risks reflected in the strategic/key risk
régister.

= Advize the Board of Directors on urgent risk managemant
issues and required initiatives as part of its quarterly
reporting process.

# Overses the implementation and maintenance of the
ongoing process of risk identification, quantification,
analysis and monitoring throughout the Group.

# Evaluales the material risk profile of the Group

Reports to the Board of Directors on the work undertaken
and on the aclions taken by management lo address
identified areas for improvemeant.

Board of Directors

The Board of Directors shall:

Set the direction for how risk should be approached and
addressed in the organisation. This shall encompass:

+ The opportunities and associated risks o be consldered
when developing strategy; and the potential positive and
negative effects of the same risks on the achievemant of
ofganiational objectives.

= Treat risk as integral to the way it makes decisions and
axecules its duties.

= Approve policy that articulates and gives effect 1o its set
direction on risk.

Evaluate and agree on the nalure and extent of the risks that
the organisation should be willing 1o take in pursuit of its
siralegic objectives. It should approve in particular:

+ The organisation’s risk appetite, namely its propensity to
take appropriate levels of risk; and

= The limit of the potential loss thal the organisation has the
capacity 1o tolerate.

# Delegale to management the responsibility to implemeant
and execule effective risk managerment.

Exercize ongoing oversight of risk management and, in
particular, overses that it results in the following:




& An assessment of feks and opportunities emanating from
the triple context in which the organisation operates and
the capitals that the organisation uses and affects.

# An assessment of the potential upside, or opporiundy,
presenled by risks with potentially negative effects on
achkeving organisational objectives.

# An assessment of the organisation’s dependence on
resources and relationships as represanted by the various
forms of capital.

# The design and implementation of appropriate risk
MBspONSes.

& Thee establishment and implementation of business
continuity arangements thatl allow the organisalion to
operate under conditions of volatility, and 1o withstand and
recover from acute shocks.

= The inlegration and embedding of risk management in the
business aclivities and culture of the organisation.

« Consider the need o recebve periodic Independent
assurance on the affectivenass of sk management.

& The nature and extent of the risks and opportunities the
organisation is willing to take should be disclosed without
compromising sensitive information.

Ensure the following is disclosed in relation to risk:

# An overview of the arangements for governing and
managing risk.

& Key areas of focus during the reporting pericd, including
objectives, the key risks that the organisation faces, as
well as undue, unexpected or unusual risks and risks taken
outside of risk tolerance levels.

# Actions laken 1o monilor the afeciveness of sk
managemant and how the outcomeas ware addressed.

#» Planned areas of future focus

Chiaf Executive Officer

The CEOQ s accountable and ulimately responsible for
ansuring that all components of Enterprise Risk Management
are in place, and

The CEO shall:

# Sel the lone at the top that influences internal
enviranmental factors and other components of Enterprise
Rk Managemeant.

« Take aclions conceming the Group's organisational
structure, content and communication of key policles and




the type of planning and risk reporting systems that the
Group will use.

# Meeting periodically with Senlor Managers responsible for
major business units and functional areas to review how
they manags risk.

# (Gain knowledge of risks inherent in operations, riek
responses and control improvements required and the
status of efforts underway clearly defining the information
needs.

+ Ensure the presence of a pasitive Intermal environment,
more than any other individual or function.

Work with senlor management o manage risks within the
organisation.

Chief Risk Officer

The CRO shall have the following responsibilities

# Decide on a methodology and framework for Enterprise
Risk Manageameni.

# Performs reviews of the risk management process lo
improve the existing process.

+ Faclitate annual risk management assessments

# Ensure a system is in place for risk monitorng and risk
improvement.

# Aligns the risk assessment and risk identification process
wilh the Group's targels and objectives.

» Compile a consolidated stralegic risk register on an annual
basis,

# Provide the audit function with information reflected in the
rick registers with the intended purpose of assisting audit
in parforming their duties where applicable.

# Ensures that risk management training & conducted at
appropriate levels within the company to inculcate a rsk
management culture.

# Enable the Audit and Risk Committes of the Board to fulfil
its responsibilites.

# Enables proper risk management ownership by
Execulives.

+ Promate the Enterprise Risk Management Framework 1o
the Board.

+ Ensure that a risk management capability is developed
and maintained in all business units and subsidianes.

+ Reports to the Audit and Risk Committes regarding the:

# Progression of Enterprise Risk Management and its
imphementation.




# |dentified significant and material risk exposures and
recommendations across the Group; and
# Consolidated Enlerprise Risk Register encompassing
analysis and recommendations.

Divisional/BU ERCD

The BU or Divisional ERCOS shall have the following
responsibilities:

» |mplementation of Enterprise  Risk  Management
methodalogies and processes in line wilh the Group's
ERM Framewaork within their business units.

# |dentifying, evaluating and reviewing specific operational
risks, assessing their impact and probability, assigning risk
owners and defining actions o address the risks.

# Reviewing and updaling the business unit risk registers
and the risk management system.

Escalating all maleral issues and significant risks to the
EERCO through the appointed Rizsk Management
Charmpion to the Risk Managemeant Depariment

Employeas

All employess, staff, managers and directors in the Group and
itz subsidiaries have responsibility for Risk Managament.

Executive Committea
(EXCO)

The Executive Committee (EXCO) shall :

# Bae accountable to the Board of Directors for designing,
implementing and monitoring  the process of sk
management and integrating it into the day-lo-day
activiies aof the Group.

# Deciding on the manner in which sk mitigation will b
embedded inlo management processes.

# |nculcating a culture of risk managemant in the Group.

» Viewing risk as an opportunity by applying the risk/ reward
principle in all decisions impacling upon AHL Group.

& Azzigning a manager o every key risk for appropriate
mitigating action and to determining an action date.

# Ensuring that adequate and effective risk managemant
structures are in place.

# |dentifying, evaluating and measuring key risks and whene
possible quantifying and linking each identified rsk to
strategic objectives.

# Defining the roles, responsibiliies and accountabilites at
the executive and management level

Executive Enterprise Risk
Committes (EERCO)

The Executive ERCO shall have the following
responsibilities:




+« Reviewing the Group's Risk Prafile.

+ Reviewing performance measures against olerances and
recommending coreclive actlon where appropriate.

+« Communicating o the Audit and Risk Management
Cormmitlee.

+« Determining risk management delegation of respornsibility
and authority.

+ Reviewing the adequacy and overall effectiveness of the
Enterprize Risk Managemen! process in the Group and its
implementation by management and ensuring that
appropriate action |s taken o mitigale risks.

+ Ensuring that a risk-based approach is Incorporated into
the Group's business units and subsidiaries for key
decision-making purposes.

+ Ensuring compliance with rsk Enterprise Risk
Management Framework, sk management stralegies
and policies, and procedures.

+ Ensuring that risk policies are formally reviewsad.

+ Monitoring the Implementation of the Enterprise Risk
Managemant Frarmework.

+« Ensuring that group palicies ane approved

Internal Audit

Internal Audit shall have the following responsibilities:

« Providing assurance thal management processes are
adequate to identify and monitor significant risks.

+ Using the outpuls of risk assessments to direct internal
audit plans.

+ Providing ongoing evaluation of the risk management
PrOCesses,

+ Providing objective confimations that the Board of
Directors receives the rghl guality of assurance and
relable information from management regarding risk.

+ Providing assurance regarding Enterprise  Risk
Managemaent processes from both a design and functional
parspeciive.

+ Providing assurance regarding the effectiveness and
efficiency of risk responses and related control activities;
and

& Further providing assurance as to the completeness and
accuracy of Enterprise Risk Managemenl reporting.

* Assume the responsibility of implementing the combined
assurance frameworks, procedures and coordinaling key
combined assurance activithes.




Risk Management
Function

The Group Risk Management Function provides a second
line of defence, engaging with management in
implementing the Enterprise  Risk  Managemaent
Framework and applicable policies and methodologies
and systems whilst providing constructive challenge and
oversight.

The Greup Risk Management Function does not directly
manage risk — this ks the responsibility of the business unils
that generates the rsk in the first place.

It s ultimately answerable to the Audit & Risk Commitiee
and Board for the effectiveness of discharging this rola.
The Group Risk Management Function shall be
responsible  for  establishing, implementing  and
malntaining appropriate mechanisms and activities lo:
Support the Board and management in articulating and
reviewing its risk appetite.

Cascade risk appetite, tolerances and limils across the
business fram group down lo entity level and ensure active
monitoring of risk exposures versus tolerance limits.
Facilitate identification and assessment of the risks that
the Group and its subsidiaries faces.

Establizh and maintain an aggregated view of the sk
profile of the Group.

Ensure thal accountabilities for risk managemenl are
appropriately embedded inle management's Key
Performance Areas and roles and responsibilites.
Regularly report to sel governance structures on the
Group's risk profile, and details on the risk exposures
facing the Group and related mitigation actions as
appropriate.

Document and report material adverse changes affecting
the Group's risk managemant system to Group Executive
Commillee and to the Board of Directors to help ensure
that the framework s maintained and improved.

Suppor management in embedding a fisk management
culture by providing risk management awareness, tralning
and development programs tallored to the business's
requirements.

Assist the Board of Directors and Senlor Managerment in
carrying out their respeciive responsibilities, including by
previding specialist analysis and perfarming risk reviews.

Senior

Managers/Managers

Promote compliance with the risk appetite
Manage risks within their areas of responsibility
consistent with risk tolerances.




Annexure A:

Afrocentric Risk Rating Table 1. Purpose of the Risk Rating Table The purpose of the Risk
Rating Table is to ensure that significant risks and incidents are escalated consistently to the
appropriate level of management and assurance oversight within the Group.

Although the actual management of a risk event will in most instances remain with the
(senior & executive) management and board of the business, the Executive Enterprise Risk
Committee and the Group Exco can decide to intervene, i.e., to request active involvement
from the Chief Risk Officer , as well as through regular and/or additional monitoring In
addition, the purpose of the Risk Rating Table is to ensure consistency and to enable
suitable aggregation of risks and incidents at Group Level.

2. Determining the Likelihood The likelihood or probability of an event occurring is rated on a
6-point scale.

Likelihood rating Approximate probability of risk materialising
Rare % to <1%
Unlikely 1% to <5%
Possible Minus 5% to <20%
Possible Plus 20 to <50%

Likely 50°% to <B0%
Almost Certain B0% plus

3. Determining the Impact at Group Level The impact is defined as the potential loss to the
Group or Business Unit, financial or otherwise, should the risk materialise. It is the residual
impact after considering the foreseen effectiveness of the relevant mitigation measures
currently in place. Furthermore, the residual risk qualification must be reflected gross of any
insurance claim(s) under an insurance policy covering such risk. Amounts recoverable
should be reflected separately, indicating the nature of the insurance claim / contract.

Where it is not possible to readily estimate the financial impact of a risk, a common-sense
approach should be followed to assign an appropriate threat level.

Approximate impact of risk materialising to the Group
0% to =1%
1% to <5%
5% to <20%
20% to <50%
50% to <B0%
B0% plus




4. Determine the Significance of the Risk

The significance of the risk is determined by charting the foreseen impact and probability of
the risk materialising on the following grid.

Likelinoed
1 i 3 4

FRane Linikedy Pocsibie. Presibies

Type of risk or loss event

§f |-

Imipact
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g

*Subject to minimum impact amount of R&m



