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COLONIAL LIFE

INSURANCE COMPANY [TRINIDAD] LIMITED

PO. Box 443, 28 5t Vincent Straal, Port of Spaln, Rerubiic of Trinidad & Tobege, W
Tek (366) §23-1421, Fax: (868) 627-3821, Emai: mfo@clico.com, Webslig:clico.com

Statement of Management’s Responsibilities
Colonial Life Insurance Company (Trinidad) Limited

Management is responsible for the following:

a) Preparing and fairly presenting the accompanying separate financial statements
of Colonial Life insurance Company (Trinidad) Limited (the Company), which
comprise the separate statement of financial position as at December 31, 2022,
the separate statements of profit or loss, other comprehensive income, changes
in equity and cash flows for the year then ended and nofes, comprising
significant accounting policies and other explanatory information;

b) Ensuring that the Company keeps proper accounting records,

c}  Selecting appropriate accounting pelicies and applying them in a consistent
manner;

d) !mplementing, monitoring and evaiuating the system of internal control that
assures security of the Company’'s assets, detection/prevention of fraud and the
achievement of the Company’s operaticnal efficiencies;

e) Ensuring that the system of internal control operated effectively during the
reperting period;

f) Producing reliable financial reporting that complies with laws and regulations,
including the Companies and Insurance Acts; and

g) Using reasonable and prudent judgment in the determination of estimates.

in preparing these separate financial statements, management utilised the International
Financial Reporting Standards, as issued by the Intemational Accounting Standards
Board and adopted by the Institute of Chartered Accountants of Trinidad and Tobago.
Where International Financial Reporting Standards presented alternative accounting
treatments, management chose those considered most appropriate in the circumstances.

Certain directives issued by the Central Bank of Trinidad and Tobago have resulted in the
curtailment of the Company’'s operations. Subject to Note 1 thereafter, the Company
continues to maintain its operations in the normal course of business and continues to
operate as a going concern.

Management affirms that it has carried out its responsibilities as outlined above.

W““\ LRSS

gai?e Gomez-Miller Stacel Peters-Scipio
ecutive Chairman Chief Financial Officer
Date: March 31, 2023 Date: March 31, 2023

DIRECTORS: Claire Gomez-Miller [Executive ChairmanT; Charles De Silva; Delia Joseph; Martin Franklin; Ulric Miller.




Actuary’s Report

1.5. Opinion of the Appointed Actuary

The actuarial certificates arerequired by the Insurance Act and Regulation 18 of the Insurance (Caribbean
Policy Premium Method) Regulations.

15.1. Actuarial Certification — Long-term insurance

and investment contracts
This actuarial certificate is provided in accord ance with the provisions of the Insurance Act, withrespect
to CLICO's long-term insurance business.

have examined the financial position and valued the policy liahilities and other actuarial liahilities, and
reinsurance recoverahles, of Colonial Life Insurance Company (Trinid ad | Limited [ CLICO ) forits statement
of financial position as at December 31, 2022 and the corresponding changes in the statement of income
for the year then ended 2022.

certify that:

a. lam currently in good standing with my goveming actuarial accreditationbody;
b.  Imeetthe appropriate qualification standards;

c. lam familiarwith the actuarial valuation and capital adequacy requirements applicable to insurers
carrying on long-term insurance business in Trinidad and Tohago; and

d. lhavecomplied withthe requirementsofthe Insurance Act, 2018 and applicable Regulations made
thereunder.

n my opinion-
a. Themethods and procedures used in the verification of thevaluation dataare sufficient and reliable

and fulfil acceptable standards of care;

b. Themethods and assumptions used tocalculate the policy liabilities and other actuarial liabilities are
appropriate to the circumstances of the insurerand of the underlying policies and claims; and

c.  Thepolicy liabilities and other actuarial liabilities represented in the statement of financial position of
CLICO amounting to STT 7,394,111,422° and the reinsurance recoverables of -5TT 11,544,758 make
proper provision for all policy obligations and the insurance retums fairly presents the resulis of the
valuation.

Simone Brathwaite, FCIA, F5&, CERA March 20, 2023
Appointed Actuary, CLICO
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Actuary’s Report (continued)

1.5.2. Actuarial Certification — Short-term insurance and

investment contracts

This actuarial certificate and opinion are provided in accordance with the requirements of the Insurance
Act with respect to the short-term investment business (EFPA).

| have examined the financial position and valued the short-term investment policy liabilities of Colonial
Life Insurance Company (Trinidad) Limited (CLICO) for its statement of financial position as at December
31, 2022 and the corresponding changes in the statement of income for the year then ended 2022.

| certify that:

| am currently in good standing with my governing actuarial accreditation body;
| meet the appropriate qualification standards;

| am familiar with the actuarial valuation and capital adequacy requirements applicable to insurers
carrying on short-term insurance business in Trinidad and Tobago; and

| have complied with the requirements of the Insurance Act, 2018 and applicable Regulations made
thereunder.

In my opinion-

a.

The methods and procedures used in the verification of the valuation data are sufficient and reliable
and fulfil acceptable standards of care;

The methods and assumptions used to calculate the policy liabilities are appropriate to the
circumstances of the insurer and of the underlying policies and claims; and

The palicy liabilities represented in the statement of financial position of CLICO amounting to 5TT
103,451,767 make proper provision for all policy obligations and the insurance returns fairly presents
the results of the valuation.

Simone Brathwaite, FCIA, FSA, CERA March 20, 2023
Appointed Actuary, CLICO




KPMG

Chartered Accountants
Savannah East

11 Queen’s Park East

P.O. Box 1328 Tel:  (868) 612-KPMG
Port of Spain Email: kpmg@kpmg.co.tt
Trinidad and Tobago, W.I. Web: https://home.kpmg/tt

Independent Auditors’ Report
To the Shareholders of Colonial Life Insurance Company (Trinidad) Limited

Qualified Opinion

We have audited the separate financial statements of Colonial Life Insurance
Company (Trinidad) Limited (‘the Company”), which comprise the separate
statement of financial position as at December 31, 2022, the separate statements
of profit or loss, other comprehensive income, changes in equity and cash flows
for the year then ended, and notes, comprising significant accounting policies and
other explanatory information.

In our opinion, except for the effect of the matter described in the Bases for
Qualified Opinion section of our report, the accompanying separate financial
statements present fairly, in all material respects, the separate financial position of
the Company as at December 31, 2022, and its separate financial performance for
the year then ended in accordance with IFRS Standards as issued by the
International Accounting Standards Board (IFRS Standards).

Bases for Qualified Opinion

1. The Company’s investment in CL World Brands limited (CLWB) is classified
as “fair value through other comprehensive income” and is carried at $906
million (2021: $723 million): representing 6.92% (2021: 5.47%) of total assets.
We were unable to obtain sufficient appropriate audit evidence about the fair
value of this investment because we were denied access to the management
and the auditors of CLWB. We were unable to satisfy ourselves regarding this
amount through alternative means. Consequently, we were unable to
determine whether any adjustments were necessary to the amounts shown in
the separate statement of financial position as at December 31, 2022 for
investments in associates and the related elements in the separate statement
of other comprehensive income for the year then ended. The audit report as at
December 31, 2021 was similarly modified.

KPMG, a Trinidad and Tobago partnership and a member firm of the KPMG global organization of independent member 3
firms affiliated with KPMG International Limited, a private English company limited by guarantee.



KPMG

Bases for Qualified Opinion (continued)

2. We were unable to obtain sufficient appropriate audit evidence on the fair value
balance of $2.58 hillion reported as investment in subsidiary for Methanol
Holdings International Limited (MHIL) as of December 31, 2021. The audit
report as at December 31, 2021 was modified accordingly. Consequently, we
were unable to determine whether any adjustments were necessary to the fair
value movement of $323 million recognized in other comprehensive income in
the separate statement of other comprehensive income for the year ended
December 31, 2022. Our opinion on the current period’s financial statements
is also modified because of the possible effect of this matter on the
comparability of the current period’s figures and the corresponding figures.

We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Separate Financial Statements
section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants' International Code of Ethics
for Professional Accountants (including international independence standards)
(IESBA Code) together with the ethical requirements that are relevant to our audit
of the separate financial statements in the Republic of Trinidad and Tobago, and
we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code.

Emphases of Matter

We draw attention to Note 1 to the separate financial statements, which describes
the amendment to the Central Bank Act (the Act) that was passed by the
Parliament of the Republic of Trinidad and Tobago and its implications for the
Company. Further, the Company was required to cease writing new business,
effective August 2014 onwards, and that the Company continues to manage the
run-off of existing policies. Effective December 1, 2022, the Central Bank of
Trinidad and Tobago terminated its control of the Company under Section 44G
of the Act.

On September 30, 2019, CLICO executed a sale and purchase agreement (SPA)
with Sagicor Life Inc for the sale of the Company’s traditional insurance portfolio.
The effective date of the transfer is dependent on regulatory approval from the
Central Bank.

Responsibilities of Management and Those Charged with Governance for the
Separate Financial Statements

Management is responsible for the preparation and fair presentation of the
separate financial statements in accordance with IFRS, and for such internal
control as management determines is necessary to enable the preparation of
separate financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the separate 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 to cease
operations, or has no realistic alternative but to do so.




Responsibilities of Management and Those Charged with Governance for the
Separate Financial Statements (continued)

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

Auditors’ Responsibilities for the Audit of the Separate Financial
Statements

Our objectives are to obtain reasonable assurance about whether the separate
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 separate financial statements.

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

¢ Identify and assess the risks of material misstatement of the separate
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.

¢ 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.

o 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 separate 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.




Auditors’ Responsibilities for the Audit of the Separate Financial
Statements (continued)

e Evaluate the overall presentation, structure and content of the separate
financial statements, including the disclosures, and whether the separate
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.

(PM

Chartered Accountants

Port of Spain
Trinidad and Tobago
March 31, 2023




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Separate Statement of Financial Position

December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

Notes 2022 2021
$°000 $°000
ASSETS
Property and equipment 6 99,908 101,992
Investment properties 7 179,740 228,400
Investment in associates 8 930,505 742,003
Investment in subsidiaries 9 2,283,408 2,607,275
Investment securities 10 8,621,303 1,767,225
Deferred tax assets 31 5,466 16,462
Taxation recoverable 86,595 86,595
Loans and other receivables 12 358,195 154,372
Cash and balances with banks
and short-term deposits 13 471,878 313,707
Assets held for sale 14 58,000 7,182,750
Total assets 13,094,998 13,200,781
EQUITY
Share capital 15 14,750 14,750
Accumulated surplus 1,931,826 1,629,315
Valuation reserves 16 1,856,206 2,066,467
Total equity 3,802,782 3,710,532
LIABILITIES
Insurance contracts 17 6,370,078 -
Investment contracts 18 1,344,467 146,939
Mutual fund obligations 19 7,012 42,661
Due to related parties 20 128,893 129,389
Loans and borrowings 21 1,032,184 1,215,502
Taxation payable 61,161 61,702
Accounts payable 22 348,421 214,891
Liabilities directly associated with
assets held for sale 14 - 7,679,165
Total liabilities 9,292,216 9,490,249
Total equity and liabilities 13,094,998 13,200,781

The accompanying notes on pages 14 to 137 are an integral part of these separate financial statements.

Director

'/M/\

Claire C/({mez-Miller
Executive Chairman

Director U : MJJ'QVQA
Ulric Miller
Board Audit Committee Chair




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Separate Statement of Profit or Loss

For the year ended December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Re-presented

Notes 2022 2021
$°000 $°000
Insurance premium 23 168,062 171,156
Reinsurance premium ceded 23 (5,223) (4,724)
Net insurance premium 23 162,839 166,432
Insurance benefits and claims 24 (412,680) (358,632)
Expenses for the acquisition of insurance
and investment contracts (2,697) (2,803)
Change in value of insurance contracts 90,824 90,674
Underwriting expenses (324,553) (270,761)
Net results from insurance activities (161,714) (104,329)
Investment income 25 709,909 690,765
Gain on sale of investments and other assets 26 - 60,037
Loss on trading managed fund units (19,709) (13,532)
Administration and asset management fees 9,886 6,435
Impairment loss on financial assets (6,793) (16,829)
Loss on revaluation of investment properties (1,910) (7,800)
Other income 27 10,331 4,656
Net results from investing activities 701,714 723,732
Expenses for administration 28 (110,506) (121,549)
Investment contract movements 29 (40,360) (46,200)
Revaluation loss on managed fund liabilities (34,497) (442)
Operating expenses (185,363) (168,191)
Results of operating activities 354,637 451,212
Finance costs 30 (54,474) (78,447)
Operating profit before taxation 300,163 372,765
Taxation 31 (6,563) (5,155)
Profit for the year before performance of assets
held for sale 293,600 -
Profit from assets held for sale 14 410 -
Profit for the year 294,010 367,610

*The comparative information is restated on account of the insurance activities being reclassified from
discontinued operations. See note 14.

The accompanying notes on pages 14 to 137 are an integral part of these separate financial statements.




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Separate Statement of Other Comprehensive Income

For the year ended December 31, 2022
(Expressed in thousands Trinidad and Tobago dollars)

Notes 2022 2021
$°000 $°000

Profit for the year 294,010 367,610
Other comprehensive income
Deferred tax adjustment 31 (9,462) -
Items that will not be reclassified to profit or loss
Equity investments at FVOCI
- Net change in fair value 16 (149,831) 133,486
- Taxation 31 - 62
- Revaluation of properties — land and buildings 16 583 (631)

(149,248) 132,917

Items that are or maybe reclassified subsequently
to profit or loss

Debt instruments at FVOCI:

- Net change in fair value 16 (70,432) 30,924

Assets held for sale:

- Net change in fair value 16 - (72,692)
Total other comprehensive income, net of tax (229,142) 91,149

Total comprehensive income, net of tax 64,868 458,759

The accompanying notes on pages 14 to 137 are an integral part of these separate financial statements.




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Separate Statement of Changes in Equity

For the year ended December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

Share Accumulated Valuation Total
Capital Surplus Reserves Equity
$°000 $°000 $°000 $°000
Year ended December 31, 2022
Balance at January 1, 2022 14,750 1,629,315 2,066,467 3,710,532
Reclassification of fair value of disposed
equity investments at FVOCI to
accumulated surplus - 8,501 (8,501) -
Profit for the year - 294,010 - 294,010
Change in fair value of
equity investments at FVOCI, - - (149,831)  (149,831)
Deferred tax adjustment - - (9,462) (9,462)
Net change in fair value of
debt instruments at FVOCI - - (70,432) (70,432)
Revaluation of properties —
land and buildings - - 583 583
Total comprehensive income - 302,511 (237,643) 64,868
Transactions with owners of the Company
Net movement in trustee’s units held in
Managed Funds - - 27,382 27,382
Balance at December 31, 2022 14,750 1,931,826 1,856,206 3,802,782

10



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Separate Statement of Changes in Equity (continued)

For the year ended December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Share Accumulated Valuation Total
Capital Surplus Reserves Equity
$°000 $°000 $°000 $°000
Year ended December 31, 2021
Balance at January 1, 2021 14,750 1,213,916 2,014,693 3,243,359
Reclassification of fair value of disposed
equity investments at FVOCI to
accumulated surplus - 47,789 (47,789) -
Profit for the year - 367,610 - 367,610
Change in fair value of
equity investments at FVOCI,
net of tax - - 133,548 133,548
Net change in fair value of
debt instruments at FVOCI - - 30,924 30,924
Revaluation of properties -
land and buildings - - (631) (631)
Assets held for sale:
- Net change in fair value - - (72,692) (72,692)
Total comprehensive income - 415,399 43,360 458,759
Transactions with owners of the Company
Net movement in trustee’s units held in
Managed Funds - - 8,414 8,414
Balance at December 31, 2021 14,750 1,629,315 2,066,467 3,710,532

The accompanying notes on pages 14 to 137 are an integral part of these separate financial statements.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Separate Statement of Cash Flows

For the year ended December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Re-presented

Notes 2022 2021
$°000 $°000

CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit before taxation 300,163 372,765
Adjustments for:
Depreciation 6 4,976 5,719
Net write offs and write backs (1,189) 4,405
Exchange gains on translation of non-monetary assets (6,639) -
Loss on revaluation of investment properties 1,910 7,800
Property and equipment adjustment (287) -
Investment income (675,412)  (690,323)
Impairment loss on financial assets 6,793 16,829
Change in value of insurance contracts (90,824) (90,674)
Investment contracts movements 40,360 46,200
Loss (gain) on trading Managed Funds units 19,709 (13,532)
Shareholders’ funds transferred to Managed Funds 18,664 23,275
Interest expense on debt security issued 54,157 78,152
Fair value gain through profit or loss (3,746) (1,158)
Operating loss before changes in working capital (331,365) (240,542)
Changes in:
- Insurance contracts 6,664 9,034
- Investment contracts (31,972) (4,874)
- Loans and other receivables 1,769 2,207
- Accounts payable 17,820 (875)
- Due to related parties (496) 58,578
Taxes paid (5,064) (4,625)
Net cash used in operating activities (342,644) (181,097)
CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid 21 - (10,515)
Repayment of debt security issued 21 (182,659)  (372,327)
Net cash used in financing activities (182,659)  (382,842)

The accompanying notes on pages 14 to 137 are an integral part of these separate financial statements.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Separate Statement of Cash Flows (continued)

For the year ended December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Re-presented

Notes 2022 2021
$°000 $°000

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment 6 (2,022) (256)
Proceeds from disposal of property and equipment - 6
Proceeds from disposal investment property - 8,150
Dividends received 254,356 258,989
Interest received 420,432 435,527
Sale of investment securities 103,465 11,890
Purchase of investment securities (103,667)  (204,689)
Change in fixed deposits maturing more than 3 months - 140,099
Net cash from investing activities 672,564 649,716
Increase in cash and cash equivalents 147,261 85,777
Increase in cash and cash equivalents
- Asset held for sale 14 10,910 -
CASH AND CASH EQUIVALENTS AT START OF YEAR 313,707 227,930
CASH AND CASH EQUIVALENTS AT END OF YEAR 471,878 313,707
CASH AND CASH EQUIVALENTS REPRESENTED BY
Deposits maturing less than three months 13 1,126 4,569
Cash at bank 13 470,752 309,138

471,878 313,707

During the year, certain assets were disposed of in the amount of $25,900 (2021: $547,000) to
extinguish debt to a related entity. This transaction did not result in an exchange of cash and is
omitted from the cash flows above.

*The comparative information is re-presented on account of the insurance activities being reclassified from
discontinued operations. See note 14.

The accompanying notes on pages 14 to 137 are an integral part of these separate financial statements.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1.

General Information

Colonial Life Insurance Company (Trinidad) Limited (“CLICO”) was incorporated on December 15,
1936, in the Republic of Trinidad and Tobago and is registered in accordance with Section 23 of the
Insurance Act 2018 with effect from January 1, 2022, to carry on long-term, group and annuity business
for the purpose of operating a closed portfolio. The classes include Accident and Sickness, Disability
Income, Industrial Life and Life Insurance in Trinidad and Tobago.

The Company’s registered address is 29 St Vincent Street, Port of Spain.

At December 31, 2008, the Company was a wholly owned subsidiary of CL Financial Limited (the
Parent), which is also incorporated in the Republic of Trinidad and Tobago. Effective February 13,
2009, the Central Bank of Trinidad and Tobago (CBTT or Central Bank) assumed control of the
Company pursuant to the exercise of its emergency powers under section 44(D) of the Central Bank
Act. The Parent entered into involuntary liquidation during the year 2018.

On September 10, 2009, the Government of the Republic of Trinidad and Tobago (GORTT) injected
additional capital into the Company by the acquisition of ordinary shares and preference shares. This
transaction resulted in GORTT’s ownership of 49% of the share capital of the Company.

On September 8, 2010, the Minister of Finance in his 2011 Budget Presentation proposed a plan to
further address the issue of the Company’s restructuring. During 2011, the Company commenced the
pay-out process as outlined in the Budget Speech.

The first phase of the pay-out was started in March 2011 with payments to Executive Flexible Premium
Annuities (EFPA)/Group Annuity Advanced Performance Policies (GAAPP)/ Group Advanced
Protection (GAP) policyholders with balances under $75,000. The second phase of the pay-out to
EFPA/GAAPP/GAP policyholders with policies over $75,000 in value started on December 1, 2011.
Pay-outs for CSI Series 6 unit-holders with values under $75,000 commenced on June 21, 2011, while
pay-outs to unit-holders with values over $75,000 commenced on March 1, 2012. This restructuring
plan continued into 2012.

On September 17, 2011, the Parliament of Trinidad and Tobago passed the Central Bank (Amendment)
Bill 2011 (the Bill). This amendment, which is to apply to all institutions subject to emergency State
intervention, describes the process to stay all legal actions against the Company whilst it operates under
the provisions of Section 44(D) of the Central Bank Act. The Bill provides that the stay continues to
apply once the Court is satisfied that it is necessary in so far as any legal action against the Company
constitutes a risk to the national good. Consequently, most matters against the Company have been
stayed.

In May 2014, the Governor of the CBTT indicated that as part of the resolution strategy for CLICO,
the Central Bank proposed to transfer CLICO’s traditional insurance portfolio, for value to an acquiring
insurance company that is appropriately capitalized, has a proven track record and the capacity to
honour all obligations to policyholders. The final independent valuation of the Company’s traditional
portfolio as of December 31, 2013, was received in November 2014.

14



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1.

General Information (continued)

In August 2014, the Company was advised by the Central Bank to cease writing new business with
limited exceptions. The effective date of this cessation was September 1, 2014. Based on this advisory
the Company also terminated the services of its agents effective September 24, 2014.

In March 2015, the Central Bank directed CLICO to undertake, as part of Central Bank’s resolution
plan, the First Partial Distribution of cash to all Statutory Fund STIP holders, including the
Government. The first partial distribution value paid to each holder represented 85% of the principal
value at maturity for each policy. This first partial payment process commenced in March 2015 and
continued throughout the year.

In July 2016, under the Central Bank’s directive, CLICO commenced the final payment to all third
party resident and non-resident STIP holders and holders of mutual fund contracts. This offer met the
full payments on contractual liability under these policies.

During 2017, further to the receipt of directives from the Central Bank, CLICO continued to repay its
liabilities to the Government, by cash as well as the transfer of certain investments to the Government.

During 2018, further to the receipt of directives from the Central Bank, CLICO continued to repay its
liabilities to the Government, by cash as well as the transfer of certain investments to the Government.
The Company was able to obtain some funds to pay towards this debt from the liquidation of CLICO
Investment Bank (CIB).

Following a bidding process, on September 30, 2019, CLICO executed a sale and purchase agreement
("SPA™) with the preferred bidder, Sagicor Life Inc. ("SAGICOR"), for the sale and transfer of the
Company’s traditional insurance portfolio (“the Portfolio™). The effective date of the transfer of the
Portfolio is dependent on CLICO obtaining the required regulatory approvals from the Central Bank.

Further to the execution of the SPA with SAGICOR, an Application for Leave to make a claim for
judicial review of the SPA was filed in November 2019 by a claimant against the Central Bank in
respect of the bidding process.

In April 2020, the Central Bank was served with a Draft Order of the High Court whereby it granted
the claimant leave to file a claim for judicial review as well as an interim injunction was made
prohibiting the Central Bank from taking any steps to provide regulatory approval or to otherwise
progress or finalize the transfer of the Portfolio to SAGICOR pending the hearing and final
determination of this matter or until further order be granted. Pending this determination progress on
the SPA has ceased.

15



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1.

General Information (continued)

In May 2020, the Central Bank appealed the said High Court decision of the Court with respect to the
granting of leave for the judicial review. In July 2020, the Court granted an interim injunction to allow
the parties (including CLICO, SAGICOR and the Central Bank) to commence and conduct all
appropriate due diligence applicable for discovery activities with respect to the sale and transfer of the
traditional insurance portfolio to resume.

The Central Bank appealed the Order of the Court with respect to the granting of Leave for the Judicial
Review and on February 17, 2021, the Court of Appeal dismissed the Central Bank's Appeal by a 2:1
majority. The Central Bank appealed the decision of the Court of Appeal.

On October 20, 2022, the Privy Council dismissed the Central Bank’s appeal against the decision of a
High Court judge with respect to the granting of Leave for the Judicial Review is now set to begin .

The current status of the judicial review has now increased the uncertainty around the timeline for the
matter to be concluded. Also, court procedures within Trinidad can prove to be an unpredictable process
in terms of timelines. It has been noted that the Central Bank’s application for Leave for the Judicial
Review, where there was no substantive hearing of the Judicial Review matter, took the Courts 20
months to be determined. The substantive case of the Judicial Review will now begin

Effective December 1, 2022, the Central Bank terminated control of CLICO under Section 44G of the
Central Bank Act.

Going concern

CLICO continues to be cash flow positive and profitable on an operating recurring basis (after removing
non-recurring and non-operating items) from its existing insurance policies and portfolio of
investments. Due to the nature of the policies historically underwritten, CLICO continues to achieve a
high degree of matching between its valuable assets and its insurance and investment contract liabilities.
Further, as detailed in Note 21, the Company has the ability to exercise its discretion in repaying its
debt security obligations and has the ability to be able to meet all of its obligations as they fall due.

In the meantime it has been determined that for the long-term future as an insurance company, CLICO
needs to recommence the writing of new business, with all the requisite approvals from the Central
Bank.

Given that the Company has the ability to continue as a going concern due to the strength of its assets
and has no plans to cease operations despite the run-off of its ongoing policies in the next 18 months,
the Directors have concluded that the financial statements should be prepared on a going concern basis.

The separate financial statements for December 31, 2022 were approved for issue on March 22, 2023,
by the Board of Directors of the Company.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.

Basis of Preparation

(a) Adoption of standards

For Financial year ended December 31, 2021 CLICO implemented International Financial
Reporting Standard (IFRS) 1 — First-time adoption of International Financial Reporting
Standards. Prior to 2021 CLICO’s financial statements were prepared as special purpose financial
statements and were in accordance with most IFRSs as issued by the International Accounting
Standards Board except for the application of IFRS 10 - Consolidated Financial Statements. This
standard outlines the requirements for the preparation and presentation of consolidated financial
statements, requiring the entities to consolidate entities it controls.

These financial statements comprise of a full set of financial statements that includes a Statement
of Financial Position, Statement of Profit and Loss, Statement of Comprehensive Income,
Statement of Changes in Equity and Statement of Cash Flows all in accordance with IFRSs
applicable from the year end December 31, 2021.

IFRS 1 require the assessment of the below areas:

(a) Reconciliations of equity reported under previous reporting to equity under IFRS both at
the date of transition to IFRSs and the end of the last annual period reported.

(b) Reconciliations of total comprehensive income for the last annual period reported under
the previous standards to total comprehensive income under IFRSs for the same period.

(c) Explanation of material adjustments that were made, in adopting IFRSs for the first time,
to the statement of financial position, statement of comprehensive income and statement
of cash flows.

(d) Appropriate explanations if the entity has elected to apply any of the specific recognition
and measurement exemptions permitted under IFRS 1.

As at the reporting date, a full retrospective application of all IFRS at the transition date and the
entity’s prior year was conducted and there were no necessary adjustments required. The
implementation of compliance with IFRS had no significant impact on the financial statements in
value or presentation.

The Company uses the same accounting policies throughout all periods presented in its first IFRS
financial statements and all polices are in accordance with IFRS at the reporting date.

These accounts therefore carry no transition reconciliations for prior year reporting.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.

Basis of Preparation (continued)

(b)

(©)

(d)

(€)

Basis of accounting

These financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS). They present fairly the financial position, financial performance and cash flow
of the organisation. It is a faithful representation of the effects of transactions, other events and
conditions in accordance with the definition and recognition criteria for assets, liabilities, income
and expenses set out in the framework.

Basis of measurement

The financial statements have been prepared on the historical cost basis except for land and
buildings, investment securities, investment properties, investment in subsidiaries and associates,
assets held for sale and insurance contracts which are all measured at fair value.

These financial statements have been prepared taking into account directives issued by the CBTT
to the Company:

1. CLICO’s traditional insurance portfolio will be transferred, for value, to an acquiring
insurance company.
2. CLICO ceased selling new business with limited exceptions from September 1, 2014.

Functional and presentation currency

The financial statements are presented in Trinidad and Tobago dollars, which is the Company’s
functional currency. Except as otherwise indicated, financial information presented in Trinidad
and Tobago dollars has been rounded to the nearest thousand.

Use of estimates and judgements

The preparation of the financial statements in conformity with IFRS requires management to
make judgements, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual amounts may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in any
future periods affected.

Information about significant areas of estimation uncertainty that have a significant risk of
resulting in a material change to assets and liabilities in the next financial year, and critical
judgements in applying accounting policies that have the most significant effect on the amounts
recognised in the financial statements are described in Note 4.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies

The principal accounting policies applied in the preparation of these separate financial statements are
set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

(@)

(b)

Foreign currency translation

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the profit or loss.

However, foreign currency differences arising from the translation of investment in equity
securities and subsidiaries designated at FVOCI (except on impairment, in which case foreign
currency differences that have been recognised in OCI are reclassified to profit or loss) are
recognised in OCI.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are
translated into the functional currency at the exchange rate when the fair value was determined.

Property and equipment

(i)  Recognition and measurement

Land and buildings comprise mainly former agency locations and offices occupied by the
Company. Land and buildings are shown at fair value less subsequent depreciation for
buildings. Any accumulated depreciation at the date of revaluation is eliminated against the
gross carrying amount of the asset, and the net amount is restated to the revalued amount of
the asset. Valuations are made on the basis of current prices in an active market.

Artwork, which mainly comprised paintings commissioned for the Company’s annual
calendars, were valued in 2011 and that value was deemed to be at cost and included in
property and equipment. Artwork is shown at deemed cost less depreciation over its useful
life. Useful life is determined to be equivalent to that of the buildings on which they hang.
All other property and equipment are stated at historical cost less depreciation. Historical
cost includes expenditure that is directly attributable to the acquisition of items.
Management is of the opinion that this gives a fair indication of realisable value if these
items were sold in an orderly sale.

(i)  Subsequent costs

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to profit or loss during the financial period in
which they are incurred.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3. Significant Accounting Policies (continued)

(b) Property and equipment (continued)

(i)

(iii)

Subsequent costs (continued)

Increases in the carrying amount on revaluation of land and buildings are recognised in other
comprehensive income and accumulated in valuation reserves. Decreases that offset
previous increases of the same asset are charged against those reserves; all other decreases
are charged to profit or loss.

Depreciation

Land is not depreciated. Depreciation on other assets is calculated to write off the cost of
each asset to their residual values over their estimated useful life as follows:

Method Rate
Buildings (including right-of-use
assets and artwork) Straight line 2%
Furniture, fixtures
and equipment Reducing balance 10%-20%
Motor vehicles Reducing balance 20%
Software Straight Line 25%

The assets’ residual values and useful lives are reviewed at each reporting date and adjusted
if appropriate.

At the reporting date, the Company performs an assessment of the carrying amounts of
property and equipment for indicators of impairment. If any such indication exists, then the
asset's recoverable amount is estimated. Where the carrying amount of an asset is greater
that its estimated recoverable amount, it is written down to its recoverable amount.

Gains and losses on disposal of property and equipment are determined by reference to their
carrying amounts. These are included in profit or loss. When revalued assets are sold, the
amounts included in the valuation reserve are transferred to accumulated surplus. The
transfer is not made through profit or loss.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies (continued)

(©)

(d)

Investment properties

Properties that are not occupied by the Company and held for long-term rental yields and/or
capital appreciation are classified as investment properties.

Investment properties, principally comprising office buildings, are carried at fair value and
changes in fair value are recorded in profit or loss. Fair value is based on current prices in an
active market for all properties. These valuations are done biennial or annually by independent
professionally qualified appraisers and in intervening periods, if there are any changes in the
economic environment, an assessment of the value is conducted.

If an investment property becomes owner-occupied, it is reclassified as property and equipment,
and its fair value at the date of reclassification becomes its cost for subsequent accounting
purposes.

If an item of property and equipment becomes an investment property because its use has
changed, any difference arising between the carrying amount and the fair value of this item at the
date of transfer is recognised in statement of changes in equity as a revaluation of property and
equipment. However, if a fair value gain reverses a previous impairment loss, the gain is
recognised in profit or loss. Upon the disposal of such investment property, any surplus
previously recorded in equity is transferred to accumulated surplus; the transfer is not made
through profit or loss.

Investments in subsidiaries and associates

Subsidiaries are entities controlled by the Company. The Company controls an entity when it is
exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.

Associates are all entities over which the Company has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the voting rights.

Investments in quoted subsidiaries and associated companies are classified as fair value through
other comprehensive income and are stated at fair value based on quoted closing market prices.

Investments in unquoted subsidiaries and associated companies are classified as fair value
through other comprehensive income and are stated at fair value using valuation techniques.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies (continued)

€)

Financial instruments

(i)

(i)

Recognition

The Company recognises deposits with financial institutions and loans and borrowings on
the date on which they are originated. All other financial instruments (including regular-
way purchases and sales of financial assets) are initially recognised on the trade date at
which the Company becomes a party to the contractual provisions of the instrument.

A financial asset or liability is initially measured at fair value plus transaction costs that are
directly attributable to its acquisition or issue for a financial asset or financial liability not
measured at Fair Value through Profit and Loss (FVTPL). Transaction costs on financial
assets carried at fair value through profit or loss are expensed in the statement of profit or
loss.

Derecognition

The Company derecognises a financial asset when the contractual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash flows
from the financial asset in a transaction in which substantially all the risks and rewards of
ownership of the financial asset are transferred or in which the Company neither transfers
nor retains substantially all of the risks and rewards of ownership and it does not retain
control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the
asset (or the carrying amount allocated to the portion of the asset derecognised), and the
sum of:

(i) the consideration received (including any new asset obtained less any new liability
assumed); and

(if) any cumulative gain or loss that had been recognized in other comprehensive income
(OCI) is recognised in profit or loss.

Any cumulative gain or loss recognised in OCI in respect of equity investment securities
designated as at FVOCI is not recognised in profit or loss on derecognition of such
securities. Cumulative gains and losses recognised in OCI are transferred to retained
earnings on disposal of an investment in an equity instrument.

The Company enters into transactions whereby it transfers assets recognised on its statement
of financial position but retains either all or substantially all of the risks and rewards of the
transferred assets or a portion of them. In such cases, the transferred financial assets are not
derecognised. Transfers of assets with retention of all or substantially all of the risks and
rewards include, for example, securities lending and repurchase transactions.
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Notes to the Separate Financial Statements

December 31, 2022
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3. Significant Accounting Policies (continued)

(e) Financial instruments (continued)

(i)

(iii)

Derecognition (continued)

In transactions in which the Company neither retains nor transfers substantially all of the
risks and reward of ownership of a financial asset and it retains control of the financial asset,
the Company continues to recognise the financial asset to the extent of its continuing
involvement, determined by the extent to which it is exposed to changes in the value of the
transferred asset.

The Company derecognises a financial liability when its contractual obligations are
discharged, cancelled or expired.

Classification

Financial assets

On initial recognition, a financial asset is classified as measured at amortised cost, FVOCI
or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition, unless the
Company changes its business model for managing financial assets, in which case all
affected financial assets are reclassified on the first day of the first reporting period
following the change in the business model.

A financial asset is measured at amortised cost if it meets both 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 contract terms give rise, on specified dates, to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

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

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

- The contractual terms of the financial asset give rise on specified dates to cash flows
that are SPPI.
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Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3. Significant Accounting Policies (continued)
(e) Financial instruments (continued)
(iii) Classification (continued)

Financial assets (continued)

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in fair value in OCI on an investment-by-
investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described
above are designated at FVTPL. In addition, on initial recognition the Company may
irrevocably designate a financial asset that otherwise meets the requirements to be measured
at amortised cost or at FVOCI or FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise. The Company has made an irrevocable
election at the time of initial recognition to account for equity investments at F\VOCI.

Business model assessment

The Company makes an assessment of the objective of a business model in which an asset
is held at a portfolio level because this best reflects the way the business is managed and
information is provided to management.

The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies
in practice;

- how the performance of the portfolio is evaluated and reported to the Company’s
management; and

- the risks that affect the performance of the business model (and the financial assets
held within that business model) and its strategy for how those risks are managed,

Financial assets that are held for trading are measured at FVTPL because they are neither
held to collect contractual cash flows nor held both to collect contractual cash flows and to
sell financial assets.

Assessment of whether contractual cash flows are solely payment of principal and interest.

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial
asset on initial recognition. ‘Interest’ is defined as consideration for the time value of money
and for the credit risk associated with the principal amount outstanding during a particular
period of time and for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin.
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3. Significant Accounting Policies (continued)
(e) Financial instruments (continued)
(iii) Classification (continued)

Assessment of whether contractual cash flows are solely payment of principal and interest.

(continued)

In considering whether the contractual cash flows are SPPI, the Company considers the
contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of the contractual cash
flows.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the
period after the Company changes its business model for managing financial assets.

Financial instruments are measured initially at fair value, including any directly attributable
transaction costs, except that for financial assets at fair value through profit or loss,
transaction costs are included in profit or loss.

Financial assets

Subsequent to initial recognition all financial assets at fair value through profit or loss and
financial assets at fair value through other comprehensive income are measured at fair value,
based on their quoted market price at the reporting date without any deduction for
transaction costs.

‘Fair value’ is the price that would be received from the sale of an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date in
the principal or, in its absence, the most advantageous market to which the Company has
access at that date. The fair value of a liability reflects its non-performance risk.

When available, the Company measures the fair value of an instrument using the quoted
price in an active market for that instrument. A market is regarded as active if transactions
for the asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis.

If there is no quoted price in an active market, then the Company uses valuation techniques
that maximize the use of relevant observable inputs and minimize the use of unobservable
inputs. The chosen valuation technique incorporates all of the factors that market
participants would take into account in pricing a transaction.
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3. Significant Accounting Policies (continued)
(e) Financial instruments (continued)
(iv) Measurement (continued)

Financial assets (continued)

The best evidence of the fair value of a financial instrument at initial recognition is normally
the transaction price — i.e. the fair value of the consideration given or received. If the
Company determines that the fair value at initial recognition differs from the transaction
price and the fair value is evidenced neither by a quoted price in an active market for an
identical asset or liability nor based on a valuation technique that uses only data from
observable markets, then the financial instrument is initially measured at fair value, adjusted
to defer the difference between the fair value at initial recognition and the transaction price.

If an asset or a liability measured at fair value has a bid price and an ask price, then the
Company measures assets and long positions at a bid price and liabilities and short positions
at an ask price.

The Company recognises transfers between levels of the fair value hierarchy as of the end
of the reporting period during which the change has occurred.

Financial assets at FVTPL Measured at fair value. Net gains and losses, including
any interest or dividend income and foreign exchange
gains and losses, are recognised in profit and loss.

Debt Investments at FVOCI Measured at fair value. Interest income calculated using
the effective interest rate method; foreign exchange gains
and losses are recognised in profit or loss. Other net gains
and losses are recognised in OCI and accumulated in the
fair value reserve. On derecognition, gains and losses
accumulated in OCI are reclassified to profit or loss.

Equity Investments at FVOCI Measured at fair value. Dividends are recognised as
income in profit or loss unless they clearly represent a
recovery of part of the cost of the investment. Other net
gains and losses are recognised in OCI and are never
reclassified to profit or loss.

Financial assets at amortised | Measured at amortised cost using the effective interest
cost rate method. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss.
Any gain or loss on decrecognition is also recognised in
profit or loss.

Financial liabilities

All non-trading financial liabilities are measured at amortised cost.
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3. Significant Accounting Policies (continued)

(e) Financial instruments (continued)

v)

(vi)

(vii)

Fair values of financial assets and liabilities

The fair value of financial assets and financial liabilities is determined as follows:

I. The fair value of financial assets and financial liabilities with standard terms and
conditions and traded on active liquid markets are determined with reference to quoted
market prices; and

Ii. The fair value of other financial assets and liabilities (excluding derivative instruments)
is determined in accordance with generally accepted pricing models based on discounted
cash flow analysis using prices from observable current market transactions.

The separate financial statements include holdings in unquoted shares which are measured
at fair value (Notes 8 to 10). Fair value is estimated using a discounted cash flow model,
which includes some assumptions which are not supportable by observable market prices
or rates. If the fair value of unquoted equities cannot be measured reliably, these financial
assets are measured at cost, being the fair value of the consideration paid for the acquisition
of the investment less impairment losses. All transaction costs directly attributable to the
acquisition are also included in the cost of the investment.

Offsetting

Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Company has a legal right to set off the
recognised amounts and it intends either to settle on a net basis or to realise the asset and
settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for
gains and losses arising from a group of similar transactions.

Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset
or liability is measured at initial recognition, minus principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between the
initial amount recognised and the maturity amount, minus any reduction for impairment.

Amortised cost is calculated on the effective interest rate method.

Premiums and discounts, including initial transaction costs, are included in the carrying
amount of the related instrument and amortised based on the effective interest rate of the
instrument.
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3. Significant Accounting Policies (continued)

€)

()

Financial instruments (continued)

(vit)  Designation at fair value through profit or loss

Management designates financial assets and financial liabilities at fair value through profit
or loss when the assets or liabilities are managed and reported internally on a fair value
basis, or the designation eliminates or significantly reduces an accounting mismatch that
would otherwise arise.

Impairment of financial assets

IFRS 9 with its forward-looking ‘expected credit loss’ (ECL) model is used for the impairment
review of the Company’s financial assets. The impairment model applies to financial assets
measured at amortised cost and debt investments at FVOCI and lease receivables.

ECL can be calculated as lifetime or twelve months ECL. Lifetime ECL are the ECL that result
from all possible default events over the expected life of a financial instrument, whereas 12-month
ECL is the portion of ECL that results from default events that are possible within the 12 months
after the reporting date.

The Company recognises loss allowances for ECL on:

Financial assets measured at amortised cost; and
- Debt investments measured at FVOCI;

The Company measures loss allowances at an amount equal to lifetime ECL, except in the
following cases, for which the amount recognised is a 12-month ECL:

- Debt securities that are determined to have low credit risk at the reporting date; and

- Other financial instruments (other than lease receivables) for which credit risk has not
increased significantly since initial recognition.

Loss allowances for lease receivables are always measured at an amount equal to lifetime ECL.

In all cases, the maximum period considered when estimating ECL is the maximum contractual
period over which the Company is exposed to credit risk.

(i) Measurement of ECL
ECL is a probability-weighted estimate of credit losses and is measured as follows:

- Financial assets that are not credit-impaired at the reporting date: the present value
of all cash shortfalls — i.e. the difference between the cash flows due to the entity in
accordance with the contract and the cash flows that the Company expects to receive;
and
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3. Significant Accounting Policies (continued)
(f)  Impairment of financial assets (continued)
(1) Measurement of ECL (continued)

- Financial assets that are credit impaired at the reporting date: the difference between
the gross carrying amount and the present value of the estimated future cash flows.

The key inputs into the measurement of ECL are the term structures of the following
variables:

- Probability of default (PD) is an estimate of the likelihood of default over a given
period of time. To determine lifetime and 12 month PDs, the Company uses the PD
tables supplied by Standard and Poors (S&P) based on the default history of obligors
with the same rating.

- Loss given default (LGD) is the magnitude of the likely losses if there is a default. It
is based on the difference between the contractual cash flows due and those that the
lender would expect to receive, including from the realization of any collateral.

- Exposure at default (EAD) represents the expected exposure in the event of a default.
The Company derives EAD from the current exposure to the counterparty and
potential changes to the current amount allowed under the contract, including
amortization, and prepayments. The EAD of a financial asset is its gross carrying
amount.

(i)  Credit impaired financial assets

At each reporting date, the Company assesses whether financial assets measured at
amortised cost and debt investments at FVOCI are credit impaired. A financial asset is
credit-impaired when one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

- Significant financial difficulty of the borrower or issuer;

- A breach of contract such as default or past-due event;

- The restructuring of an amount due to the Company on terms that the Company would
not otherwise consider;

- It becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

- The disappearance of an active market for a security because of financial difficulties.
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3. Significant Accounting Policies (continued)

(f)

(9)

Impairment of financial assets (continued)

(if)

Credit impaired financial assets (continued)

A financial asset that has been renegotiated due to deterioration in the borrower’s condition
is usually considered to be credit impaired unless there is evidence that the risk of not
receiving contractual cash flows has reduced significantly and there are no other indicators
of impairment.

In assessing whether an investment in sovereign debt is credit impaired, the Company
considers changes in the rating agencies’ assessments of creditworthiness from the date of
purchase.

(iii) Write off

The gross carrying amount of a financial asset is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery. This is generally the case when the
Company determines that the borrower does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject to enforcement activities in order
to comply with the Company’s procedures for recovery of amounts due.

Impairment — non-financial assets

The carrying amounts of the Company’s other assets, other than deferred tax assets see accounting
policy 3(f), are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount is estimated and an
impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable
amount. Impairment losses are recognised in profit or loss.

(i)

(i)

Calculation of recoverable amount

The recoverable amount of other assets is the greater of their net selling price and value in
use. Inassessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. For an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for the cash-generating unit
to which the asset belongs.

Reversals of impairment

In respect of other assets, an impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. An impairment loss is reversed only
to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.
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3. Significant Accounting Policies (continued)

(h) Cash and cash equivalents

(i)

@)

For the purpose of the cash flow statement, cash comprises cash in hand and deposits held at call
with banks. Cash equivalents are short-term highly liquid investments that are readily convertible
to known amounts of cash, are subject to insignificant risk of change in values and are held for
meeting short-term cash commitments rather than for investment purposes.

These comprise investments in money market instruments and short-term deposits with original
maturities of three months or less, net of bank overdrafts. Cash and cash equivalents are measured
at amortised cost.

Insurance and investment contracts — classification
The Company issues contracts that transfer insurance risk or financial risk or both.

Insurance contracts are those contracts that transfer significant insurance risk. Such contracts may
also transfer financial risk. The Company defines as significant insurance risk as the possibility
of having to pay significant additional benefits on the occurrence of an insured event, more than
the benefits payable if the insured event did not occur.

Investment contracts are those contracts that transfer financial risk with no significant insurance
risk.

Insurance contracts
(1) Recognition and measurement

The Company issues insurance contracts that can be classified into two main categories,
depending on the duration of risk and whether or not the terms and conditions are fixed.

Long-term insurance contracts

These contracts insure events associated with human life (for example death, or survival)
over a long duration.

They include the following:

i.  Ordinary Life contracts — These contracts provide for payment of a known sum in the
event of the death of the policyholder. The main risk is the premature death of the
policyholder. The Company takes on this risk by contracting to pay the sum assured
on death in return for a premium.
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3. Significant Accounting Policies (continued)
() Insurance contracts (continued)
(1) Recognition and measurement (continued)

ii.  Critical lllness contracts — These contracts provide for payment of the sum insured
upon diagnosis of one of the critical illnesses specified in the contract. The main risk
is the premature diagnosis of the specific critical illness. The Company takes on the
risk by contracting to pay the sum insured in return for a premium.

ii.  Individual Annuity, Group Annuity and Flexible Premium Annuity (FPA) contracts —
These include deferred or immediate annuity and FPA contracts. These contracts
provide for payment of a regular income upon maturity of the contract in the case of
deferred annuities and for immediate commencement of payments in the case of an
immediate annuity. The main risk is the policyholder outliving the life expectancy
adopted for underwriting the policies.

The Company takes on this risk by contracting to provide an income to the policyholder
while alive in return for an insurance premium.

Long-term insurance premium income is accounted for in profit or loss on the accrual
basis. Premiums are shown before the deduction of commissions. Benefits are recorded
as an expense when they are incurred.

A liability for contractual benefits that is expected to be incurred in the future is recorded
when the premiums are recognised. The liability is determined as the sum of the expected
discounted value of the expected benefit payments and the future administration expenses
that are directly related to the contract, less the discounted value of the expected future
contractual premiums (if any). In order to determine the liability, assumptions deemed
appropriate by the Actuary, are made in respect of mortality, persistency, maintenance
expenses and investment income that may occur over the future lifetime of a contract. A
margin for adverse deviations is included in the assumptions.

The liabilities are recalculated at each reporting date using the assumptions established at
that date.
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3. Significant Accounting Policies (continued)

() Insurance contracts (continued)

(1)

)

Recognition and measurement (continued)

Short-term insurance contracts

These contracts are short-duration life insurance contracts that are issued to employers
which insure against the consequences of the death of employees that would affect the
ability of his/her dependants to maintain their current level of income. These contracts are
renewable annually. Guaranteed benefits paid on occurrence of the specified insurance
event are either fixed or linked to the extent of the economic loss suffered by the
policyholder. There are no maturity or surrender benefits.

Short-term insurance premiums are accounted for in profit or loss on the accrual basis.
Premiums are shown before deduction of commission.

Benefits are recorded as an expense when they are incurred. Liabilities are estimated using
the unearned premium approximation. This approximation is checked for reasonableness
against the claims and expense experience of the group of contracts.

Provision for unearned premiums represents the proportions of short-term insurance
premiums written in the year, which relate to periods of insurance subsequent to the
reporting date and are computed on a pro-rata basis.

The provision for unexpired risks represents amounts set aside at the year-end, in addition
to unearned premiums, in respect of subsequent risks to be borne by the Company under
contracts of short-term insurance in force at the year-end.

Liability adequacy test

The Company assesses at each reporting date whether the Company’s recognised insurance
liabilities are adequate, using current estimates of future cash flows under its insurance
contracts.

Current best estimates of future contractual cash flows, claims handling, administration
expenses, as well as investment income from the assets backing such liabilities are all used
to perform the annual actuarial valuation of the Company’s long-term insurance liability.
As such, no separate liability adequacy test is required. Details of the assumptions adopted
in this valuation are disclosed in Note 17.2.
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3. Significant Accounting Policies (continued)

() Insurance contracts (continued)

(3)

(4)

(5)

Outstanding claims

Claims outstanding comprise the estimated cost of claims incurred but not settled at the end
of the year. The provision is determined using the best information available of claims
settlement patterns, anticipated inflation and settlement of claims.

Differences between the estimated cost and subsequent settlement of claims are recognised
in the year in which they are settled or in which the claims outstanding are re-estimated and
such differences could be significantly different.

The provision for unearned premium represents the portion of premiums written relating to
the periods of insurance coverage subsequent to the end of the year.

Receivables and payables related to insurance contracts

Receivables and payables related to insurance contracts are recognised when due. These
include amounts due to and from agents, brokers and insurance contract holders.

If there is objective evidence that the insurance receivable is impaired, the Company reduces
the carrying amount of the insurance receivable accordingly and recognises that impairment
loss in profit or loss. The Company gathers the objective evidence that an insurance
receivable is impaired using the same process adopted for loans and receivables. The
impairment loss is also calculated under the same method used for these financial assets.

Reinsurance contracts held

Contracts entered into by the Company with reinsurers under which the Company is
compensated for losses on one or more contracts issued by the Company and that meet the
classification requirements for insurance contracts are classified as reinsurance contracts
held.

The benefits to which the Company is entitled under its reinsurance contracts held are
recognised as reinsurance assets. These assets consist of short-term balances due from
reinsurers. Amounts recoverable from or due to reinsurers are measured consistently with
the amounts associated with the reinsured insurance contracts and in accordance with the
terms of each reinsurance contract. Reinsurance liabilities are primarily premiums payable
for reinsurance contracts and are recognised as an expense when due.
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3. Significant Accounting Policies (continued)

@)

(k)

Insurance contracts (continued)

(5) Reinsurance contracts held (continued)

The Company assesses its reinsurance assets for impairment on an annual basis. If there is
objective evidence that the reinsurance asset is impaired, the Company reduces the carrying
amount of the reinsurance asset to its recoverable amount and recognises that impairment
loss in profit or loss. The Company gathers the objective evidence that a reinsurance asset
is impaired using the same process adopted for loans and receivables. The impairment loss
is also calculated using the same method used for these financial assets.

Investment contracts

Investment contracts are those contracts that transfer financial risk with no significant insurance
risk. Any contract not recognised as an insurance contract under IFRS 4 is classified as an
investment contract. The Company’s investment contracts are classified as deposit administration
contracts, managed funds and Executive Flexible Premium Annuity (EFPA)/Group Advanced
Protection (GAP)/Group Annuity Advanced Performance Policy (GAAPP) policies.

Deposit administration business

These are investment products issued by the Company to registered pension schemes and used
for accumulating retirement benefits for employees of an entity. The funds are normally used to
purchase immediate annuities for the employees upon retirement.

Deposit administration contributions are recorded directly as liabilities. Withdrawals are deducted
directly from the liability.

The interest or investment return provided to contract holders is recorded as ‘investment contract
expenses.

Managed Funds business

The managed fund is a unitised fund which is sold to pension plans. The pension plans’ funds as
well as their subsequent net inflows/outflows of contributions, benefits and expenses are used to
purchase/sell units in the managed fund. The proceeds from units purchased by the pension plans
are invested in specific investments, which are pooled, and the pension plans bear the investment
risk. A valuation of the investment portfolio ascertaining the fair value of the assets and
investment income earned is performed each month to determine the offer and bid prices of the
units. The Company acts as a facilitator for the trading of units and can also be a holder of units
at any valuation date. The units held by the Company are kept as a reserve, the value of which is
separated from the pension plans units and credited to shareholders’ equity. Administration and
investment management fees are charged to the pension plans for services provided by the
Company.
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(k)

0]

(m)

Investment contracts (continued)
EFPA/GAP/GAAPP policies

This is a flexible single premium accumulation annuity product. GAP policies are corporate
owned EFPAs and GAAPP policies formed a new group of single premium deferred
accumulation annuity policies introduced in 2008. Additional premiums attracted the prevailing
interest rate at the time. The interest accruing to policyholders is recorded as an investment
contract expense.

The Company discontinued the sale of these products in 2010.
Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in profit or loss over the period of the borrowings
using the effective interest method.

Preference shares, which are mandatorily redeemable, are classified as liabilities. The dividends
on these preference shares are recognised in profit or loss as interest expense.

Taxation

Corporation tax on long-term business (other than approved annuity business) is charged annually
at 15% on investment income derived from the investment of the assets supporting policyholder
liabilities less allowable investment expenses in relation thereto. The profits of approved annuity
business are not chargeable to tax except to the extent that such profits are distributed to
shareholders. Corporation tax is also due at the rate of 25% on profits of long-term insurance
business and non-insurance business transferred to the account of shareholders and 30% on
general insurance business.

Deferred income tax is recognised on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements. However, if the
deferred income tax arises from initial recognition of an asset or liability in a transaction other
than a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss, it is not accounted for. Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantially enacted by the reporting date and are expected
to apply when the related deferred income tax asset is realised or the deferred income tax liability
is settled.
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Significant Accounting Policies (continued)

(m) Taxation (continued)

(n)

(0)

Deferred income tax assets are only recognised to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred tax is calculated on the basis of the tax rate that is expected to apply to the period when
the asset is realised or the liability is settled. The effect on the deferred tax of any changes in the
tax rate is charged to profit or loss, except to the extent that it relates to items previously charged
or credited directly to OCI or equity, in which case the charge is made to OCI or equity as
appropriate.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred tax assets and liabilities
relate to taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and the amount has been reasonably estimated.

Where there are a number of similar obligations, the likelihood that an outflow will be required
to settle the obligation is determined by considering the class of obligation as a whole. A
provision is recognised even if the likelihood of an outflow with respect to any one item in the
same class of obligations may be small.

Revenue recognition

IFRS 15 Revenue from Contracts with Customers does not have any material impact on the
accounting policies as the Company’s primary activity is long-term, group and annuity insurance
business.

The insurance products revenue recognition is defined in IFRS 4 (see note 3(j) on premium
income).
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3. Significant Accounting Policies (continued)
(0) Revenue recognition (continued)
Fee income

The Company is the advisor, manager and distributor of the Colonial Life Family of Funds. Front-
end fees are charged to the customers of the Core (Series V1) and Power (Series VI) Funds. These
front-end fees are for a guarantee that the Company provides to the customer for principal and for
a specific interest rate of return over a specified period of time. This fee is accounted for in the
period in which the contract is made.

Fees arising from asset management and other investment related services are recognised in the
accounting period in which the services are rendered.

(i) Interest
(a) Effective interest rate

Interest income and expense are recognised in profit or loss using the effective interest
method. The 'effective interest rate' is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial instrument to:

— the gross carrying amount of the financial asset; or
— the amortised cost of the financial liability.

When calculating the effective interest rate for financial instruments other than
purchased or originated credit-impaired assets, the Company estimates future cash flows
considering all contractual terms of the financial instrument, but not ECL.

For purchased or originated credit-impaired financial assets, a credit-adjusted effective
interest rate is calculated using estimated future cash flows including ECL.

The calculation of the effective interest rate includes transaction costs and fees and
points paid or received that are an integral part of the effective interest rate. Transaction
costs include incremental costs that are directly attributable to the acquisition or issue
of a financial asset or financial liability.
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(0) Revenue recognition (continued)

(i) Interest (continued)
(b) Presentation

Interest income calculated using the effective interest method presented in the
statement of profit or loss and OCI includes:

- interest on financial assets and financial liabilities measured at amortised cost;
- interest on debt instruments measured at FVOCI.

Interest expense presented in the statement of profit or loss and OCI includes:

- financial liabilities measured at cost;
- negative interest on financial assets; and
- Interest expense on lease liabilities.

Cash flows related to capitalised interest are presented in the statement of cash flows
consistently with interest cash flows that are not capitalised.

(i)  Investment income
Investment income comprises dividends, rent and loan interest for the year, and realised
profits and losses on sale of investments. Dividends are recognised when the rights to
receive payment are established. Interest is recognised on a time proportion basis using the
effective interest method.

(iii) Rental income
Rental income is recognised on the accrual basis.

(iv) Net trading income (income from investment securities at FVTPL)

‘Net trading income' comprises gains less losses related to trading assets and liabilities, and
includes all fair value changes, interest, dividends and foreign exchange differences.
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Significant Accounting Policies (continued)

(p)

(@)

Expenses of management

Expenses of management are allocated directly to the individual funds where applicable. Other
expenses not directly allocated are apportioned to the individual funds in the ratio of direct salary
costs for the year.

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 assesses whether:

- the contract involves the use of an identified asset. This may be specified explicitly or
implicitly, and should be physically distinct or

- represent substantially all of the capacity of a physically distinct asset. If the supplier has a
substantive substitution right, then the asset is not identified;

- the Company has the right to obtain substantially all of the economic benefits from use of
the asset throughout the period of use; and

- the Company has the right to direct the use of the asset. The Company has this right when
it has the decision-making rights that are most relevant to changing how and for what
purpose the asset is used.

As a lessee

The Company mainly leases various office space, motor vehicles and equipment used in its
operations. Rental contracts for these leases are typically made for fixed periods but may have
extension options, which is described below. Some contracts contain lease and non-lease
components, which are accounted for as separate components based on the stand-alone prices
stated in the contracts. 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.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose any covenants and the leased assets may not be
used as security for borrowing purposes.

The Company applies a single recognition and measurement approach to all leases, except for
short-term leases and leases of low-value assets.

At lease commencement date, the Company recognises a right-of-use asset and a lease liability in
the statement of financial position.
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Significant Accounting Policies (continued)

(@)

Leases (continued)
As a lessee (continued)

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.
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Significant Accounting Policies (continued)

(q) Leases (continued)

As a lessee (continued)

The lease liability is subsequently measured by increasing the carrying amount to reflect interest
on the lease liability (using the effective interest method) and by reducing the carrying amount to
reflect lease payments made.

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 presents right-of-use assets that do not meet the definition of investment property
in ‘property and equipment’ and lease liabilities on the face of the statement of financial position.

The Company presents right-of-use assets that meet the definition of investment property at fair
value under IAS 40 as investment property.

As a lessor

The Company leases out its investment properties. The Company has classified these leases as
operating leases, because they do not transfer substantially all of the risks and rewards incidental
to the ownership of the assets. Rental income arising is accounted for on a straight-line basis over
the lease term and is included in other income in profit or loss.
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Significant Accounting Policies (continued)

(r) Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilities, are classified as held-for
sale if it is highly probable that they will be recovered primarily through sale rather than through
continuing use.

Such assets, or disposal groups, are generally measured at the lower of their carrying amount
and fair value less costs to sell.

An impairment loss is recognized for any initial or subsequent write-down of the asset to fair
value less costs to sell. A gain is recognized for any subsequent increases in fair value less costs
to sell of an asset, but not in excess of any cumulative impairment loss previously recognised.
Impairment losses on initial classification as held-for-sale and subsequent gains and losses on
remeasurement are recognized in profit or loss.

A gain or loss not previously recognized by the date of the sale of the noncurrent asset is
recognized at the date of derecognition.

Once classified as held-for-sale, property and equipment are no longer amortised or depreciated.
Interest and other expenses attributable to the liabilities directly associated with assets held for
sale continue to be recognised.

Non-current assets classified as held for sale are presented separately from the other assets in the
balance sheet. The liabilities directly associated with assets held for sale are presented separately
from other liabilities in the balance sheet.

A discontinued operation is a component of the entity that has been disposed of or is classified
as held for sale and that represents a separate major line of business or geographical area of
operations, is part of a single coordinated plan to dispose of such a line of business or area of
operations, or is a subsidiary acquired exclusively with a view to resale. The results of
discontinued operations are presented separately in the statement of profit or loss.

An asset classified as an asset held for sale but the criteria for held for sale are no longer met,
shall cease to classify as asset as held for sale.
A non-current asset that ceases to be classified as held for sale shall be measure at the lower of:

(@) its carrying amount before the asset was classified as held for sale, adjusted for any
depreciation, amortisation or revaluations that would have been recognised had the asset not
been classified as held for sale or as held for distribution to owners, and

(b) its recoverable amount at the date of the subsequent decision not to sell or distribute.
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Significant Accounting Policies (continued

(s)

New, revised and amended standards interpretations that became effective during the year

Certain new and amended standards came into effect during the current financial year. The
Company has assessed them and has adopted those which are relevant to its financial
statements:

Amendments to |AS 37 Provision, Contingent Liabilities and Contingent Assets is effective
for annual periods beginning on or after January 1, 2022 and clarifies those costs that
comprise the costs of fulfilling the contract.

The amendments clarify that the ‘costs of fulfilling a contract’ comprise both the
incremental costs — e.g. direct labour and materials; and an allocation of other direct costs —
e.g. an allocation of the depreciation charge for an item of property, plant and equipment
used in fulfilling the contract. This clarification will require entities that apply the
‘incremental cost’ approach to recognise bigger and potentially more provisions. At the date
of initial application, the cumulative effect of applying the amendments is recognised as an
opening balance adjustment to retained earnings or other component of equity, as
appropriate. The comparatives are not restated.

The amendment had no significant impact on the Company’s financial statements.

Amendments to IAS 16 Property, Plant and Equipment, effective for annual periods
beginning on or after January 1, 2022, will mainly affect extractive and petrochemical
industries and include the following guidance.

In the process of making an item of property, plant and equipment (PPE) available for its
intended use, a company may produce and sell items — e.g. minerals extracted in the process
of constructing an underground mine or oil and gas from testing wells before starting
production. It provides guidance on the accounting for such sale proceeds and the related
production costs.

Under the amendments, proceeds from selling items before the related item of PPE is
available for use should be recognised in profit or loss, together with the costs of producing
those items. IAS 2 Inventories should be applied in identifying and measuring these
production costs.

Companies will therefore need to distinguish between, costs associated with producing and
selling items before the item of PPE is available for use, and costs associated with making
the item of PPE available for its intended use. Making this allocation of costs may require
significant estimation and judgement. Companies in the extractive industry may need to
monitor costs at a more granular level.
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Significant Accounting Policies (continued

(s)

New, revised and amended standards interpretations that became effective during the year
(continued)

Amendments to 1AS 16 Property, Plant and Equipment (continued)

The amendments also clarify that testing whether an item of PPE is functioning properly
means assessing its technical and physical performance rather than assessing its financial
performance — e.g. assessing whether the PPE has achieved a certain level of operating
margin.

For the sale of items that are not part of a company’s ordinary activities, the amendments
require the company to; disclose separately the sales proceeds and related production cost
recognised in profit or loss, and specify the line items in which such proceeds and costs are
included in the statement of comprehensive income. This disclosure is not required if such
proceeds and cost are presented separately in the statement of comprehensive income.

The amendment had no significant impact on the Company’s financial statements.

Annual Improvements to IFRS Standards 2018-2020 cycle contain amendments to IFRS 1
First-time Adoption of International Financial Reporting Standards, IFRS 9 Financial
Instruments, IFRS 16 Leases, IAS 41 Agriculture, and are effective for annual periods
beginning on or after January 1, 2022.

I. IFRS 9 Financial Instruments amendment clarifies that — for the purpose of performing
the ‘10 per cent test’ for derecognition of financial liabilities — in determining those fees
paid net of fees received, a borrower includes only fees paid or received between the
borrower and the lender, including fees paid or received by either the borrower or lender
on the other’s behalf.

ii. IFRS 16 Leases amendment removes the illustration of payments from the lessor
relating to leasehold improvements.

iii. The amendments to IAS 41 Agriculture removes the requirement to exclude cash flows
for taxation when measuring fair value, thereby aligning the fair value measurement
requirements in 1AS 41 with those in IFRS 13 Fair Value Measurement.

The amendment had no significant impact on the Company’s financial statements.
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Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective

At the date of authorisation of these financial statements, certain new and amended standards and
interpretations have been issued which were not effective for the current year and which the
Company has not early-adopted. The Company has assessed them with respect to its operations
and has determined that the following are relevant:

IFRS 17 Insurance Contracts, effective for annual reporting periods beginning on or after
January 1, 2023 replaces IFRS 4 Insurance Contracts and provides three models to apply
to all insurance contracts: the general model, the variable fee approach and the premium
allocation approach.

Insurance Contracts (IFRS 17) & Financial Instruments (IFRS9)

Glossary of Acronyms
CSM Contractual Service Margin | LIC | Liabilities for Incurred
Claims
ECL Expected Credit Loss LRC | Liabilities for Remaining
Coverage
FVTOCI | Fair Value Through Other PAA [ Premium Allocation
Comprehensive Income Approach
GMM General Measurement SPPI | Solely Payments of Principal
Model and Interest

The Company will adopt IFRS 17 in conjunction with updates and Re-Classification and
Measurement under IFRS 9 Financial instruments (“IFRS 9") on the required effective date
of January 1, 2023, which replace IFRS 4 Insurance Contracts ("IFRS 4") initial
Classification & Measurement for IFRS 9 undertaken in 2018, respectively. While IFRS 9
was effective for annual periods beginning on or after January 1, 2018, the move to IFRS
17 allows the Company to revisit the election for the assets to be recognized at Fair Value
(with appropriate amortization or impairment), FVTPL or FVOCI and liabilities whose
effect of changes in discount rate on projected liabilities can be recognized through profit
or loss or through other comprehensive income.

IFRS 17 will be applied retrospectively as at January 1, 2022 to each group of insurance
contracts, as a result comparative information will be restated. If full retrospective
application is impracticable, the modified retrospective approach or the fair value approach
could be applied. The Company will apply the fair value approach. The Company will
recognize any IFRS 9 measurement differences by adjusting its balance sheet on January 1,
2023, as a result comparative information will not be restated.

46



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)
Implementation update

The Company has finalized the determination of its accounting policies and continues its
efforts towards documenting detailed requirements, testing and completion of
implementation to allow for the comparative period re-runs under the newly designed
business processes. The Company has finalized the development, testing, and
implementation of the new technology solutions that will enable it to meet the requirements
of the standards. In addition, the Company is finalizing its IFRS 17 opening balance sheet
asatJanuary 1, 2022, and is progressing with the restatement of its 2022 financial statements
based on the testing noted above.

A. Estimate impact of the Adoption of IFRS 17

CLICO also continues to refine and enhance its IFRS 17 reporting and disclosure
processes. Based on the experience and the assessments conducted to date, CLICO is
not-in a position to fully quantify the IFRS 17 insurance contract liabilities compared
to the current IFRS 4 insurance contract liabilities on transition date. CLICO will state
more detailed comparative information upon the finalization of its IFRS 17 policy
papers (see (B)(ix) and CBTT regulatory requirements in 2023 as the figures are re-
run. As a result, the assessment above is based on policy decisions that have not been
completely finalised. The actual quantitative impact of adopting IFRS 17 on January
1, 2023 may change because:

(1) CLICO may refine its IFRS 17 reporting process and policy decisions based,
new insurance and capital regulations to be published by the regulator.

The implementation of the IFRS 17 standard involves significant enhancements
to IT, actuarial and finance systems of CLICO. The Company has an entity-wide
implementation programme to implement IFRS 17. The programme is
responsible for setting accounting policies and developing application
methodologies, establishing appropriate processes and controls, sourcing
appropriate data and implementing actuarial and finance system changes.

(i) CLICO is continuing to refine the new accounting processes and internal
controls required for applying IFRS 17; and

(iii) the new accounting policies, assumptions, decisions and estimation techniques
employed are subject to change until CLICO finalises its first financial
statements that include the date of initial application.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

Implementation update (continued)

A

Estimate impact of the Adoption of IFRS 17 (continued)

An entity-wide IFRS 17 Working Group, chaired by the Chief Financial Officer and
includes the key Finance managers, provides oversight and strategic direction to the
implementation programme. A number of sub-committees are also in place to provide
governance over the technical interpretation and accounting policies selected, design
and delivery of the programme.

During 2022, CLICO finalised its technical positions and commenced the building and
testing of new IT, actuarial and finance systems.

IFRS 17 Insurance Contracts

Below are key IFRS 17 policy discussions:

Identifying contracts in the scope of IFRS 17

IFRS 17 establishes principles for the recognition, measurement, presentation
and disclosure of CLICO’s insurance contracts issued and reinsurance contracts
held. For insurance contract issued and reinsurance contract held, CLICO will
continue to treat all individual life and annuities, as well as group life, creditor
and health as insurance contracts given these contracts transfer significant
insurance risk.

Group Pension (Managed Fund and Deposit Administration) and EFPA
contracts that transfer financial risk will continue to be classified as investment
contracts under the scope of IFRS 9.

When identifying contracts in the scope of IFRS 17, CLICO had to assess
whether a set or series of contracts needs to be treated as a single contract and
whether embedded derivatives, investment components and goods and services
components had to be separated and accounted for under another standard.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

B.

IFRS 17 Insurance Contracts (continued)

Level of aggregation

Under IFRS 17, insurance contracts are aggregated into groups for measurement
purposes. Groups of contracts are determined by first identifying portfolios of
contracts, each comprising contracts subject to similar risks and managed
together. Contracts in different product lines or issued by the Company are
expected to be in different portfolios. Each portfolio is then divided into annual
cohorts (i.e. by year of issue) and each annual cohort into groups:

e any contracts that are onerous on initial recognition;

e any contracts that, on initial recognition, have no significant possibility of
becoming onerous subsequently; and

e any remaining contracts in the annual cohort.

The level of aggregation requirements of IFRS 17 limit the offsetting of gains
on groups of profitable contracts, which are generally deferred as a CSM, against
losses on groups of onerous contracts, which are recognised immediately (see
(v) and (vi)).

Contract boundaries

Under IFRS 17, the measurement of a group of contracts includes all of the future
cash flows within the boundary of each contract in the group.

Compared with the current accounting, certain contracts under IFRS 17 contract
boundary requirements may change the scope of cash flows to be included in the
measurement of existing recognised contracts, as opposed to future unrecognised
contracts. The period covered by the premiums within the contract boundary is
the ‘coverage period’, which is relevant when applying a number of
requirements in IFRS 17.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

B.

IFRS 17 Insurance Contracts (continued)

Contract boundaries (continued)
Insurance contracts

For insurance contracts, cash flows are within the contract boundary if they arise
from substantive rights and obligations that exist during the reporting period in
which the Company can compel the policyholder to pay premiums or has a
substantive obligation to provide services (including insurance coverage and
investment services). A substantive obligation to provide services ends when:

e  CLICO has the practical ability to reassess the risks of the particular
policyholder and can set a price or level of benefits that fully reflects those
reassessed risks; or

o CLICO has the practical ability to reassess the risks of the portfolio that
contains the contract and can set a price or level of benefits that fully
reflects the risks of that portfolio, and the pricing of the premiums up to
the reassessment date does not take into account risks that relate to periods
after the reassessment date.

Reinsurance contracts

For reinsurance contracts, cash flows are within the contract boundary if they
arise from substantive rights and obligations that exist during the reporting
period in which CLICO is compelled to pay amounts to the reinsurer or has a
substantive right to receive services from the reinsurer. A substantive right to
receive services from the reinsurer ends when the reinsurer:

e  has the practical ability to reassess the risks transferred to it and can set a
price or level of benefits that fully reflects those reassessed risks; or
e  hasa substantive right to terminate the coverage.

Some of the Company’s quota share reinsurance treaties cover underlying
contracts issued within the annual term on a risk-attaching basis and provide
unilateral rights to both the Company and the reinsurer to terminate the
attachment of new underlying contracts at any time by giving three months’
notice to the other party.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

B.

IFRS 17 Insurance Contracts (continued)

iv.

Measurement — Overview

IFRS 17 introduces a measurement model based on the estimates of the present
value of future cash flows that are expected to arise as the Company fulfils the
contracts, an explicit risk adjustment for non-financial risk and a CSM. For an
explanation of how CLICO will apply the measurement model, see (V).
Contracts are subject to different requirements depending on whether they are
classified as direct participating contracts or contracts without direct
participation features.

All insurance contracts and all reinsurance contracts are expected to be classified
as contracts without direct participation features, that is, the Company does not
expect to apply the Variable Fee Approach (VFA) to any of its insurance
contracts issued or reinsurance contracts held.

Premium Allocation Approach (PAA)

The Premium Allocation Approach (PAA) is an optional simplified
measurement model in IFRS 17 that is available for insurance and reinsurance
contracts that meet the eligibility criteria. PAA will be used for reinsurance
agreement covering Group business where the contract boundary of the
reinsurance agreement is less than one year. For an explanation of how CLICO
will apply the PAA methodology, see (vi).

CLICO expects that it will apply the PAA to all contracts in the Group Life,
Creditor and Health segment because the following criteria are expected to be
met at inception.

o The coverage period of each contract in the group is one year or less.

e  The Company reasonably expects that the resulting measurement of the
liability for remaining coverage would not differ materially from the result
of applying the accounting policies described above.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)
o IFRS 17 Insurance Contracts (continued)

V. Measurement — Life contracts

Insurance contracts

On initial recognition, the Company will measure a group of contracts as the total of
(a) the fulfilment cash flows, which comprise estimates of future cash flows, adjusted
to reflect the time value of money and the associated financial risks, and a risk
adjustment for non-financial risk; and (b) the CSM. The fulfilment cash flows of a

group of contracts do not reflect CLICO’s non-performance risk.

The CSM of a group of contracts represents the unearned profit that CLICO will
recognise as it provides services under those contracts. On initial recognition of a
group of contracts, the group is not onerous if the total of the following is a net inflow:

(@) the fulfilment cash flows;
(b) any cash flows arising at that date; and

(c) any amount arising from the derecognition of any assets or liabilities previously
recognised for cash flows related to the group (including assets for insurance

acquisition cash flows; see below).

In this case, the CSM is measured as the equal and opposite amount of the net inflow,
which results in no income or expenses arising on initial recognition. If the total is a
net outflow, then the group is onerous and the net outflow is generally recognised as
a loss in profit or loss; a loss component is created to depict the amount of the net cash
outflow, which determines the amounts that are subsequently presented in profit or
loss as reversals of losses on onerous contracts and are excluded from insurance

revenue (see (viii)).

Subsequently, the carrying amount of a group of contracts at each reporting date is the
sum of the liability for remaining coverage and the liability for incurred claims. The
liability for remaining coverage comprises (a) the fulfilment cash flows that relate to
services that will be provided under the contracts in future periods and (b) any
remaining CSM at that date. The liability for incurred claims includes the fulfilment
cash flows for incurred claims and expenses that have not yet been paid, including

claims that have been incurred but not yet reported.
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3. Significant Accounting Policies (continued)

(t) New, revised and amended standards and interpretations not yet effective (continued)

o IFRS 17 Insurance Contracts (continued)

v.  Measurement — Life contracts (continued)

Insurance contracts (continued)

(i)

(i)

The fulfilment cash flows of groups of contracts are measured at the reporting
date using current estimates of future cash flows, current discount rates and
current estimates of the risk adjustment for non-financial risk. Changes in
fulfilment cash flows are recognised as follows.

Changes relating to future
services

Adjusted against the CSM (or
recognised in the insurance service
result in profit or loss if the group is
onerous)

Changes relating to current or
past services

Recognised in the insurance service
result in profit or loss

Effects of the time value of
money, financial risk and
changes therein on estimated
future cash flows

Recognised as insurance finance income
or expenses

The CSM is adjusted subsequently only for changes in fulfilment cash flows that
relate to future services and other specified amounts and is recognised in profit
or loss as services are provided. The CSM at each reporting date represents the
profit in the group of contracts that has not yet been recognised in profit or loss

because it relates to future service.

Reinsurance contracts

Reinsurance contracts are entered into to cover CLICO’s Individual and Group Life,

Group Creditor and Group Health products.
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Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

o IFRS 17 Insurance Contracts (continued)

v.  Measurement — Life contracts (continued)

Reinsurance contracts (continued)

The carrying amount of a group of reinsurance contracts at each reporting date is the
sum of the reinsurance contract held asset/liability for remaining coverage and the
reinsurance contract held asset/liability for incurred claims. The reinsurance contract
held risk adjustment for non-financial risk will represent the amount of risk being

transferred by the Company to the reinsurer.

Insurance acquisition cash flows

Insurance acquisition cash flows arise from the activities of selling, underwriting and
starting a group of contracts that are directly attributable to the portfolio of contracts
to which the group belongs. Under IFRS 17, for life contracts, insurance acquisition
cash flows are allocated to groups of contracts using systematic and rational methods

based on the total premiums for each group.

Insurance acquisition cash flows do not materially impact the measurement of
Liability for Remaining Coverage and the Company has elected to immediately
recognize insurance acquisition expense in profit or loss as they are incurred.

vi.  Measurement — Group Life, Health and Creditor Life contracts

On initial recognition of each group of Group Life, Health and Creditor Life insurance
contracts, the carrying amount of the liability for remaining coverage is measured at
the premiums received on initial recognition. CLICO will elect to recognise insurance

acquisition cash flows as expenses when they are incurred.

Subsequently, the carrying amount of the liability for remaining coverage is increased
by any further premiums received and decreased by the amount recognised as
insurance revenue for services provided. CLICO expects that the time between
providing each part of the services and the related premium due date will be no more
than a year. Accordingly, as permitted under IFRS 17, CLICO will not adjust the
liability for remaining coverage to reflect the time value of money and the effect of

financial risk.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

Vii.

Measurement — Significant judgements and estimates
Estimates of future cash flows

In estimating future cash flows, the Company will incorporate, in an unbiased way, all
reasonable and supportable information that is available without undue cost or effort
at the reporting date. This information includes both internal and external historical
data about claims and other experience, updated to reflect current expectations of
future events.

The estimates of future cash flows will reflect CLICO’s view of past experience and
current conditions at the reporting date, as long as the estimates of any relevant market
variables are consistent with observable market prices.

When estimating future cash flows, CLICO will take into account current expectations
of future events that might affect those cash flows. However, expectations of future
changes in legislation that would change or discharge a present obligation or create
new obligations under existing contracts will not be taken into account until the change
in legislation is substantively enacted.

Discount rates

For groups of insurance contracts measured under the General Model approach
(GMM): most of CLICO’s cash flows do not vary based on returns of any underlying
items. Therefore, the discount rates will purely reflect the characteristics of insurance
contracts and be delinked from the underlying assets.

For groups of insurance contracts measured under the Premium Allocation
approach (PAA): the coverage period is less than one year. It is not subject to
significant time value of money. Therefore, CLICO will not apply discount rate to
contracts measured under the PAA

Discount rates for reinsurance contracts held will be discounted using the same
discount rates compared to direct insurance contracts.

The locked-in discount rate determined at transition date or initial recognition will be
used for interest accretion calculation on the CSM as required by the standard.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

Vii.

viii.

Measurement — Significant judgements and estimates (continued)

Risk adjustments for non-financial risk

Risk adjustments for non-financial risk will be determined to reflect the compensation
that CLICO would require for bearing non-financial risk and its degree of risk
aversion. The Company will disclose the range of confidence level that the risk
adjustment fall within in future disclosures, as required by the standard.

Contractual Service Margin (CSM)

The CSM of a group of contracts is recognised in profit or loss to reflect services
provided in each year, by identifying the coverage units in the group, allocating the
CSM remaining at the end of the year (before any allocation) equally to each
coverage unit provided in the year and expected to be provided in future years, and
recognising in profit or loss the amount of the CSM allocated to coverage units
provided in the year. The number of coverage units is the quantity of services
provided by the contracts in the group, determined by considering for each contract
the quantity of the benefits provided and its expected coverage period. The
coverage units will be reviewed and updated at each reporting date for each IFRS
17 Group.

Presentation and disclosure

IFRS 17 will significantly change how insurance contracts and reinsurance contracts
are presented and disclosed in financial statements.

Under IFRS 17, portfolios of insurance contracts that are assets and those that are
liabilities, and portfolios of reinsurance contracts that are assets and those that are
liabilities, are presented separately in the statement of financial position. All rights and
obligations arising from a portfolio of contracts will be presented on a net basis;
therefore, balances such as insurance receivables and payables and policyholder loans
will no longer be presented separately. Any assets or liabilities recognised for cash
flows arising before the recognition of the related group of contracts (including any
assets for insurance acquisition cash flows) will also be presented in the same line item
as the related portfolios of contracts.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

o IFRS 17 Insurance Contracts (continued)

viii. Presentation and disclosure (continued)

Under IFRS 17, amounts recognised in the statement of profit or loss and OCI are

disaggregated into:

(a) an insurance service result, comprising insurance revenue and insurance service

expenses; and

(b) insurance finance income or expenses. Amounts from reinsurance contracts will

be presented separately.

The separate presentation of underwriting and financial results under IFRS 17 and
IFRS 9 will provide added transparency about the sources of profits and quality of

earnings.

Insurance service result

For contracts measured using the general measurement model (GMM), insurance
revenue for each year represents the changes in the liabilities for remaining coverage
that relate to services for which the Company expects to receive consideration and an

allocation of premiums that relate to recovering insurance acquisition cash flows.

For contracts measured using the PAA, insurance revenue is recognised based on an
allocation of expected premium receipts to each period of coverage, which is based on
the expected timing of incurred insurance service expenses for certain property

contracts and the passage of time for other contracts.

Expenses that related directly to the fulfilment of contracts will be recognised in profit
or loss as insurance service expenses, generally when they are incurred. Expenses that
do not relate directly to the fulfilment of contracts will be presented outside the

insurance service result.

Amounts recovered from reinsurers and reinsurance expenses will no longer be
presented separately in profit or loss, because CLICO will present them on a net basis
as ‘net expenses from reinsurance contracts’ in the insurance service result, but

information about these will be included in the disclosures.

57



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

e IFRS 17 Insurance Contracts (continued)
viii. Presentation and disclosure (continued)

Insurance finance income and expenses

Under IFRS 17, changes in the carrying amounts of groups of contracts arising from
the effects of the time value of money, financial risk and changes therein are generally
presented as insurance finance income or expenses. They include changes in the
measurement of groups of contracts caused by changes in the value of underlying

items (excluding additions and withdrawals).

IFRS 17 requires extensive new disclosures about amounts recognised in the financial
statements, including detailed reconciliations of contracts, effects of newly recognised
contracts and information on the expected CSM emergence pattern, as well as
disclosures about significant judgements made when applying IFRS 17. There will
also be expanded disclosures about the nature and extent of risks from insurance
contracts and reinsurance contracts. Disclosures will generally be made at a more
granular level than under IFRS 4, providing more transparent information for

assessing the effects of contracts on the financial statements.

iX. Transition

Per the Standard, changes in accounting policies resulting from the adoption of IFRS
17 will be applied using a full retrospective approach to the extent practicable. CLICO
considers the full retrospective approach impracticable given the historical
information required is unavailable due to system migrations, data retention
requirements and changes in key management team. Such information includes for

certain contracts:

- expectations about a contract’s profitability and risks of becoming onerous
required for identifying groups of contracts as the traditional life insurance
portfolio has been closed to new business for over 6 years, knowledge of pricing

assumptions and discount rates assumed on pricing are not available;

- information about historical cash flows (including insurance acquisition cash
flows and other cash flows incurred before the recognition of the related
contracts) and discount rates required for determining the estimates of cash flows

on initial recognition and subsequent changes on a retrospective basis; and
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Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

ix.  Transition (continued)

- information about certain changes in assumptions and estimates without being
influenced by hindsight, because they were not documented on an ongoing basis.

CLICO expects to use the Fair Value approach for determining the CSM (or the loss
component) at the transition date.

Fair value is defined as 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. Under the fair value approach, the CSM (or the loss component) at
January 1 2022 will be determined as the difference between the fair value of the
insurance contracts at that date and the fulfilment cash flows at that date.

The cash flows considered in the fair value measurement will be consistent with those
that are within the contract boundary (see (iii)). The present value of the future cash
flows considered in measuring fair value will be broadly consistent with that
determined in measuring the fulfilment cash flows.

The Company’s assessment of the impact of Amendments to IFRS 17 Insurance
Contracts, is ongoing.

Amendments to IAS 1 Presentation of Financial Statements, will apply retrospectively for
annual reporting periods beginning on or after January 1, 2023. The amendments promote
consistency in application and clarify the requirements on determining if a liability is current
or non-current.

Under existing IAS 1 requirements, companies classify a liability as current when they do
not have an unconditional right to defer settlement of the liability for at least twelve months
after the end of the reporting period. As part of its amendments, the requirement for a right
to be unconditional has been removed and instead, now requires that a right to defer
settlement must have substance and exist at the end of the reporting period. A company
classifies a liability as non-current if it has a right to defer settlement for at least twelve
months after the reporting period. It has now been clarified that a right to defer exists only
if the company complies with conditions specified in the loan agreement at the end of the
reporting period, even if the lender does not test compliance until a later date.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

Amendments to IAS 1 Presentation of Financial Statements (continued)

With the amendments, convertible instruments may become current. In light of this, the
amendments clarify how a company classifies a liability that includes a counterparty
conversion option, which could be recognised as either equity or a liability separately from
the liability component under IAS 32. Generally, if a liability has any conversion options
that involve a transfer of the company’s own equity instruments, these would affect its
classification as current or non-current. It has now been clarified that a company can ignore
only those conversion options that are recognised as equity when classifying liabilities as
current or non-current.

The Company does not expect the amendment to have a significant impact on its separate
financial statements.

Amendments to IAS 1 Presentation of Financial Statements are effective for annual periods
beginning on or after January 1, 2023 and may be applied earlier. The amendments help
companies provide useful accounting policy disclosures.

The key amendments to IAS 1 include:

- requiring companies to disclose their material accounting policies rather than
their significant accounting policies;

- clarifying that accounting policies related to immaterial transactions, other events or
conditions are themselves immaterial and as such need not be disclosed; and

- clarifying that not all accounting policies that relate to material transactions, other
events or conditions are themselves material to a company’s financial statements.

The amendments are consistent with the refined definition of material:

“Accounting policy information is material if, when considered together with other
information included in an entity’s financial statements, it can reasonably be expected to
influence decisions that the primary users of general purpose financial statements make on
the basis of those financial statements .

The Company is assessing the impact that the amendment will have on its separate financial
statements.
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Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors are
effective for periods beginning on or after January 1, 2023, with early adoption permitted.
The amendments introduce a new definition for accounting estimates: clarifying that they are
monetary amounts in the financial statements that are subject to measurement uncertainty.

The amendments also clarify the relationship between accounting policies and accounting
estimates by specifying that a company develops an accounting estimate to achieve the
objective set out by an accounting policy.

Developing an accounting estimate includes both:

- selecting a measurement technique (estimation or valuation technique) — e.g. an
estimation technique used to measure a loss allowance for expected credit losses when
applying IFRS 9 Financial Instruments; and

- choosing the inputs to be used when applying the chosen measurement technique — e.g.
the expected cash outflows for determining a provision for warranty obligations when
applying IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

The effects of changes in such inputs or measurement techniques are changes in accounting
estimates.

The Company is assessing the impact that the amendment will have on its separate
financial statements.

Amendments to 1AS 12 Income Taxes are effective for annual reporting periods beginning
on or after January 1, 2023, with early adoption permitted. The amendments clarify how
companies should account for deferred tax on certain transactions — e.g. leases and
decommissioning provisions.

The amendments narrow the scope of the initial recognition exemption (IRE) so that it does
not apply to transactions that give rise to equal and offsetting temporary differences. As a
result, companies will need to recognise a deferred tax asset and a deferred tax liability for
temporary differences arising on initial recognition of a lease and a decommissioning
provision.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

Amendments to IAS 12 Income Taxes (continued)

For leases and decommissioning liabilities, the associated deferred tax asset and liabilities
will need to be recognised from the beginning of the earliest comparative period presented,
with any cumulative effect recognised as an adjustment to retained earnings or other
components of equity at that date. If a company previously accounted for deferred tax on
leases and decommissioning liabilities under the net approach, then the impact on transition
is likely to be limited to the separate presentation of the deferred tax asset and the deferred
tax liability.

For all other transactions, the amendments apply to transactions that occur after the beginning
of the earliest period presented.

The Company is assessing the impact that the amendment will have on its separate financial
statements.

Initial application of IFRS 17 and IFRS 9 — Comparative Information (Amendments to IFRS
17) are effective for annual reporting periods beginning on or after January 1, 2023. The
classification overlay will apply to all financial assets regardless of whether they are, or were,
held in respect of insurance activities. This means that an insurer can choose to apply this
approach to all financial assets on an instrument-by-instrument basis.

The eligibility for the classification overlay approach has been expended to those insurers
that have adopted IFRS 9 before adopting IFRS 17. This would allow them to reduce any
accounting mismatches relating to financial assets that are derecognized in the comparative
period.

An insurer would not be required to apply the new impairment requirements in IFRS 9 when
applying the overlay approach. If an insurer does not apply the IFRS 9 impairment
requirements under the overlay approach, then it would not be required to restate the
impairment of financial assets as previously reported under 1AS 39 Financial Instruments:
Recognition and Measurement simply to present comparative information.

The Company is assessing the impact that the amendment will have on its separate financial
statements.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards and interpretations not yet effective (continued)

Classification of liabilities as current or non-current (Amendments to 1AS 1) are effective for
annual reporting periods beginning on or after January 1, 2024, with early adoption permitted
and is to be applied retrospectively. A company will classify a liability as non-current if it
has a right to defer settlement for at least 12 months after the reporting date. This right may
be subject to a company complying with conditions (covenants) specified in a loan
arrangement.

Covenants with which the company must comply after the reporting date (i.e. future
covenants) do not affect a liability’s classification at that date. However, when non-current
liabilities are subject to future covenants, companies will now need to disclose information
to help users understand the risk that those liabilities could become repayable with 12 months
after the reporting date.

The amendments also clarify how a company classifies a liability that can be settled in its
own shares — e.g. convertible debt.

The Company is assessing the impact that the amendment will have on its separate financial
statements.

Lease liability in a sale and leaseback (Amendments to IFRS 16) are effective for annual
reporting periods beginning on or after January 1, 2024 with early application permitted. The
amendment confirms that (i) on initial recognition, the seller-lessee includes variable lease
payments when it measures a lease liability arising from a sale-and-leaseback transaction;
and (ii) after initial recognition, the seller-lessee applies the general requirements for
subsequent accounting of the lease liability such that it recognizes no gain or loss relating to
the right of use it retains

A seller-lessee may adopt different approaches that satisfy the new requirements on
subsequent measurement.

The Company is assessing the impact that the amendment will have on its separate financial
statements.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies

The Company, at each reporting date, makes estimates and assumptions about the future, that have a
significant risk of a material adjustment to the carrying amounts of assets and liabilities in the next
financial year. Estimates and underlying judgments are reviewed on an ongoing basis. Revisions to
estimates are recognised prospectively.

4.1 Estimate of future benefit payments and premiums arising from long-term insurance
contracts

Actuarial liabilities include two major components: a best estimate reserve and a provision for
adverse deviations. This latter provision is established in recognition of the uncertainty in
computing best estimate reserves, to allow for possible deterioration in experience and to provide
greater comfort that reserves are adequate to pay future benefits.

For the respective reserves, assumptions for mortality and morbidity, lapse, future investment
yields, operating expenses and taxes, best estimate assumptions are determined where appropriate
for each major product line.

Provisions for adverse deviations are established based on the risk profiles of the business. They
are determined within a specific range guided by the Canadian Standards of Practice.

The reserve assumption for each component of policy cash flow consists of an assumption for the
expected experience and, separately, a margin for adverse deviation that reflects the degree of
uncertainty in the expected experience assumption. The expected experience and the margin
reflect the latest current experiences.

Detailed analyses are carried out by the Company’s Actuarial Department in conjunction with the
Company’s Consulting Actuary to determine the best-estimate assumptions.

The Company’s best-estimate mortality assumption is based on industry experience, and adjusted
with the Company’s own experience. The assumed mortality rates for life insurance contracts do
not reflect any future mortality improvement. For contracts that insure the risk of longevity
(annuity contracts), appropriate but not excessively prudent allowance is made for expected
mortality improvements.

The main source of uncertainty is that COVID-19, which was officially deemed a pandemic by
the World Health Organization (WHQO) on March 11, 2020, would have a significant impact on
its insured population. Over 90% of CLICO’s actuarial reserves consists of deferred and payout
annuities where higher mortality is favourable for the aggregate business. As part of the COVID-
19 stress testing, mortality rates were increased by 20% for all lines of business for 2021 and
2022, this resulted in a reserve release of $12,100. The Company has also been tracking deaths
reported on its smaller Ordinary Life business. Thus far 48 reported deaths in this portfolio were
due to COVID-19 in 2022.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.1

4.2

Estimate of future benefit payments and premiums arising from long-term insurance
contracts (continued)

Other factors considered include epidemics such as AIDS and wide-ranging lifestyle changes,
such as eating, smoking and exercise habits, could result in future mortality being significantly
worse than in the past for the ages in which the Company has significant exposure to mortality
risk. However, continuing improvements in medical care and social conditions could result in
improvements in longevity in excess of those allowed for in the estimates used to determine the
liability for contracts where the Company is exposed to longevity risk.

Morbidity refers to the claims experience of the critical illness products. The best-estimate
assumption is based on industry experience only.

Lapse and expenses studies were performed to determine the best-estimate lapse and per policy
future administrative expense assumptions. However, for certain annuity products, estimates of
future lapses were not made based on historical experiences.

Under certain contracts, the Company has offered guaranteed annuity options. Under the current
conditions, this option is “in the money”. The Actuary has included extra reserves for this option.
The process used to decide on the key actuarial assumptions and the sensitivity of the liability to
changes in these assumptions is illustrated in Note 17 to these financial statements.

The estimation of incidents incurred but not reported (IBNR) is generally subject to a greater
degree of uncertainty than the estimation costs of settling claims already notified to the Company,
where information about the claim event is available. IBNR claims may not be apparent to the
insurer until many years after the event that gave rise to the claim has happened.

The Company’s practice is to record in the accounts of a financial year claims incurred in that
year and reported within the first four to six weeks of the following year. The IBNR was
established for the individual policies and group policies based on claims reporting lag experience
of the past five years.

Impairment of financial assets

IFRS 9 is a forward-looking ‘expected credit loss’ (ECL) model. The impairment model applies
to financial assets measured at amortised cost, debt investments at FVOCI and lease receivables.

The Company’s ECL calculations are outputs of complex models with a number of underlying
assumptions regarding the choice of variable inputs. Judgements are also required in applying the
accounting requirements for measuring ECL, such as:

- Determining criteria for significant increase in credit risk
- The estimation of the amount and timing of future cash flows and collateral values
The inclusion of overlay adjustments based on judgement and future expectations.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets

The Company’s accounting policy on fair value measurements is set out in Notes 3(b), (c) and

(e).

Further details on assets identified as impaired and the respective impairment losses incurred are
disclosed in Notes 5.3.1 to these financial statements.

The Company places the fair values that it measures in the following fair value hierarchy that
reflects the significance of the inputs used in making the measurements.

o Level 1: Quoted market price (unadjusted) in an active market for an identical asset.

o Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or
indirectly (i.e. derived from prices). This category includes assets valued using: quoted
market prices in active markets for similar instruments; quoted prices for identical or similar
assets in markets that are considered less than active; or other valuation techniques where
all significant inputs are directly or indirectly observable from market data.

o Level 3: Valuation techniques using significant unobservable inputs. This category includes
all assets where the valuation technique includes inputs not based on observable data and
the unobservable inputs have a significant effect on the instrument’s valuation. This
category includes instruments that are valued based on quoted prices for similar instruments
where significant unobservable adjustments or assumptions are required to reflect
differences between the assets.

Fair values of assets and liabilities that are traded in active markets are based on quoted market
prices or dealer price quotations. For all other assets the Company determines fair values using
valuation techniques.

Valuation techniques include net present value and discounted cash flow models, comparison to
similar instruments for which market observable prices exist and other valuation models. These
valuation techniques rely on certain assumptions and inputs, and therefore uncertainty is inherent
in the fair value estimated. Assumptions and inputs used in valuation techniques include risk-
free and benchmark interest rates. The objective of valuation techniques is to arrive at a fair value
determination that reflects the price of the financial instrument at the reporting date that would
have an orderly disposal of assets.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3

Fair value of financial and non-financial assets (continued)

Valuation Framework

The Company has an established control framework for the measurement of fair values. This
framework includes the Board Committees which report to the Board of Directors, and have an
overall responsibility for independently verifying the results of trading and investment operations
and all significant fair value measurements. Specific controls include:

- verification of observable pricing;

- review of the performance of model valuations;

- a review and approval process for contracting external valuation specialists;

- analysis and investigation of significant monthly valuation movements; and

- review of significant unobservable inputs, valuation adjustments and significant changes to
the fair value measurement of Level 3 instruments compared with prior year.

The Company also uses prices readily available on the relevant stock exchanges or broker
information.

Significant valuation issues are reported to the Board Audit and Risk Committee.
The table on the next page analyses financial instruments measured at fair value at the end of the

reporting period, by the level in the fair value hierarchy into which the fair value measurement is
categorised:
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets (continued)

Financial and non-financial assets measured at fair value

Notes Level 1 Level 2 Level 3 Total
$°000 $°000 $°000 $°000
December 31, 2022
Land and buildings 6 - 4,500 70,357 74,857
Investment properties 7 - 72,840 106,900 179,740
Investment in associates 8 24,648 - 905,857 930,505
Investment in subsidiaries 9 - - 2,283,408 2,283,408
Investment securities 10 368,972 8,250,377 1,954 8,621,303
Assets held for sale 14 - - 58,000 58,000
Notes Level 1 Level 2 Level 3 Total
$°000 $°000 $°000 $°000
December 31, 2021
Land and buildings 6 - 30,900 44,117 75,017
Investment properties 7 - 89,400 139,000 228,400
Investment in associates 8 19,450 722,553 742,003
Investment in subsidiaries 9 - - 2,607,275 2,607,275
Investment securities 10 384,121 1,381,150 1,954 1,767,225
Assets held for sale 14 - 6,933,815 248,935 7,182,750

Level 2 fair value measurements

Investment securities, investment properties, land and buildings and assets held for sale are valued
using market data obtained from external, independent sources. This includes quoted prices for

similar assets in active markets, prices for identical or similar assets in inactive markets.

There has been no change in the valuation techniques used for these assets.
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets (continued)

Level 3 fair value measurements

The following table shows a reconciliation from the beginning balances to the ending balances
for fair value measurements in Level 3 of the fair value hierarchy.

Assets Investment Investment Investment
Land and Investment  Held for in in Securities
Buildings Properties Sale Associates  Subsidiaries (unquoted equities)
$°000 $°000 $°000 $°000 $°000 $°000
December 31, 2022
Balance
at January 1 44,117 139,000 248,935 722,553 2,607,275 1,954
Additions/
transfers 25,657 (7,440)  (176,294) - - -
Disposals - (24,000) (11,750) - - -
Fair value
gains (loss) 583 (660) (2,891) 183,304 (323,867) -
Balance at
December 31 70,357 106,900 58,000 905,857 2,283,408 1,954
Assets Investment Investment Investment
Land and Investment  Held for in in Securities
Buildings Properties Sale Associates  Subsidiaries (unquoted equities)
$°000 $°000 $°000 $°000 $°000 $°000
December 31, 2021
Balance
at January 1 35,483 301,550 243,248 654,303 2,583,173 1,954
Additions/
transfers 9,265 (86,600) - - 24,102 -
Disposals - (68,150) - - - -
Fair value
gains (loss) (631) (7,800) 5,687 68,250 - -
Balance at
December 31 44,117 139,000 248,935 722,553 2,607,275 1,954
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets (continued)

Level 3 fair value measurements (continued)

Total (loss) gains for the year in the above table are presented in the other comprehensive income

as follows:
Investment Investment Investment
Land and in in Securities
Buildings Associates Subsidiaries (unquoted equities)
$°000 $°000 $°000 $°000
2022
Total (loss) gain recognised:
(Loss) gain 583 183,304 (323,867) -
Investment Investment Investment
Land and in in Securities
Buildings Associates Subsidiaries (unquoted equities)
$°000 $°000 $°000 $°000
2021
Total (loss) gain recognised:
(Loss) gain (631) 68,250 - -

Unobservable inputs used in measuring fair value

Investments in Associates

Management recognised a $183,304 (2021: $68,250) gain for CL World Brands Limited (CLWB)
during the year. The CLWB value was based mainly on the value of its holdings in a company
listed on the Trinidad and Tobago stock exchange as at December 31, 2022. This holding
represents 90% of the net assets of CLWB.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets (continued)

Level 3 fair value measurements (continued)
Unobservable inputs to valuation (continued)

Investments in Subsidiaries

The Company’s investments in subsidiaries, both unquoted equities, are stated at fair value and
categorised as Level 3 of the fair value hierarchy. The total carrying value of these assets is $2.28
billion (2021: $2.6 billion), representing 17.4% (2021:19.8%) of total assets.

Methanol Holdings (International) Limited (MHIL)

In 2022 the Company determined the fair value of its shareholding in MHIL using a combination
of both the income and the market approach. Both approaches were prepared using inputs specific
to each to establish “Low”, “Mid”, and “High” Implied Enterprise Values for each approach. The
“Low” and “High” were prepared as a variance analysis to identify the highs and lows stemming
from certain variables.

The average Enterprise Values (EV) for the “Low”, “Mid” and “High” were established by
combining the two different approaches. To these are then applied the Total Debt, working capital
adjustments, taxation, any minority interest and the discount for lack of marketability. This results
in the equity value which can then be assigned between the shareholders according to their
shareholding. This resulting Mid value using this valuation method was used as the reasonable
value for CLICO’s shareholding in MHIL of US$337 million.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets (continued)

Level 3 fair value measurements (continued)

Unobservable inputs to valuation (continued)

Investments in Subsidiaries (continued)

The table below outlines the approach used for the valuation of MHIL, the unobservable inputs
and the impact these on the valuation.

Valuation Technique

Significant Unobservable Inputs

Inter-relationship between key
unobservable inputs and fair value
measurement

The Income Approach was
based on Discounted Cash
Flow Method applied to the
enterprise cash flows to
establish the net present
value of the entity.

Terminal Year Free Cash Flow
Terminal growth rate between 3%

Weighted Average Cost of Capital - 'High' of
10%, to a 'Low" of 11.64% the main factors
considered are:

(i) risk free rate at

(if) the market risk premium

(iii) the country risk premium

(iv) the beta coefficient

Operating Forecasts - revenue, expenses, working
capital, capex, taxes etc.

The higher the terminal value the higher
Enterprise Value

The higher the terminal growth rate the
higher the Enterprise Value

The Higher the weighted average cost of
capital (WACC) the lower the Enterprise
Value

The higher the beta coefficient the lower
the Enterprise Value

The Market Approach was
based on using the
guideline public company
multiples method. This
method involved
determining the value of by
using arm’s length capital
market transactions
involving other publicly
trading companies that are
similar.

Enterprise Value / Revenue last twelve months
was estimated between 2.1x and 2.9x.

Enterprise Value / EBITDA last twelve months
was between 6.1x, and 10.1x.

Enterprise Value / EBITDA new twelve months
was between 6.8x and 9.1x.

The EBITDA last twelve months, EBITDA new
twelve months and Revenue.

The estimated Enterprise Value (EV)
would increase or (decrease) if:

e The EV/ Revenue last twelve months
increases or (decreases).

e The EV/ EBITDA last twelve months
increases or (decreases)

e The EBITDA last twelve months,
EBITDA new twelve months and
Revenue increases or (decreases)

Final Adjustments to the
Combined EV using both
methods.

Adjustments to the combined Enterprise Value
for the following:

(i) Debt

(if) After tax End OF Service Benefits

(iif) Net Working Capital

(iv) Cash Equivalents

(v) Minority Shareholding interests

(vi) Costs and Cash

Discount for lack of marketability - 6%

The estimated Enterprise Value (EV)
would increase or (decrease) if:

e The adjustments to the combined
Enterprise Value increases or
(decreases)

e The Discount for Lack of
Marketability increases or (decreases)
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3 Fair value of financial and non-financial assets (continued)

Level 3 fair value measurements (continued)
Unobservable inputs to valuation (continued)

Investments in Subsidiaries (continued)

A sensitivity of the fair value measurement to changes in the inputs is encompassed within this
valuation method and is represented by the Low, Mid and High designations. The Low
representing the worst case, the Mid representing the normal scenario and the High representing
the optimistic view.

In the Income Approach the sensitivity is captured in MHIL’s beta coefficient which eventually
impacts the WACC. The higher the WACC the lower the EV and Equity Value. Any increase in
the beta rate by 23% lead to a 6% reduction in the EV value while a 17% reduction in the beta
lead to a 5.39% increase in the EV value

In the Market Approach the sensitivity is accommodated in the 25" percentile, median and 75"
percentile tiers. The 25" percentile essentially represents the lower performing comparable
companies while the 75" percentile represent the best performing companies based on the
multiples. The median represents normal performance. A 1% change in any of the multiples
results in a similar 1% change in the eventual EV.

Premium Security Services Limited (PSSL)

The net asset value approach was used to determine the fair value of Premium Security Services
Limited (PSSL). This was considered the best approach given the lack of reliable Level 1 and
Level 2 inputs. The value of CLICO’s 100% holding is derived by taking the net asset value from
PSSL ‘s financial statements. This net asset value is equivalent to the net shareholder equity The
unobservable inputs in this approach are essentially PSSL’s total assets net of PSSLs total
liabilities.

The table below shows the main unobservable inputs:

Inter-relationship between key
unobservable inputs and fair value
Valuation Technique | Significant Unobservable Inputs measurement
Net Asset Value Total assets of PSSL at December The estimated Enterprise Value (EV)
Approach - the value of | 31, 2022: $269,000 (2021: $25,000). | would increase or (decrease) if:
PSSL is based upon the ¢ Total assets increases or
net asset value as Total liabilities of PSSL as at (decreases)
derived from PSSL December 31, 2022: $18,000 (2021 e Total liabilities increases or
financial statements. $900). (decreases)
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)
4.3 Fair value of financial and non-financial assets (continued)
Level 3 fair value measurements (continued)

Fair Value estimation of financial instruments not measured at fair value

The table below shows the financial assets and liabilities not measured at fair value and analyses
them by the level in the fair value hierarchy into which the fair value measurement is categorized.

Financial instruments not measured at fair value

Total
Carrying
Notes Level 1 Level 2 Level 3 Values
$°000 $°000 $°000 $°000
December 31, 2022
Assets
Loans and other receivables 12 - - 358,195 358,195
Bank and short-term deposits 13 - - 471,878 471,878
Liabilities
Investment contracts 18 - - 1,344,467 1,344,467
Mutual funds 19 - - 7,012 7,012
Due to related parties 20 - - 128,893 128,893
Loans and borrowings 21 - - 1,032,184 1,032,184
Accounts payable 22 - - 348,421 348,421
Total
Carrying
Notes Level 1 Level 2 Level 3 Values
$°000 $°000 $°000 $°000
December 31, 2021
Assets
Loans and other receivables 12 - - 154,372 154,372
Bank and short-term deposits 13 - - 313,707 313,707
Liabilities
Investment contracts 18 - - 146,939 146,939
Mutual funds 19 - - 42,661 42,661
Due to related parties 20 - - 129,389 129,389
Loans and borrowings 21 - - 1,215,502 1,215,502
Accounts payable 22 - - 214,891 214,891
Liabilities directly associated
with assets held for sale —
Investment contracts 14 - - 1,224,926 1,224,926
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3

4.4

4.5

Fair value of financial and non-financial assets (continued)
Financial instruments not measured at fair value (continued)

The carrying value approximates to fair value due to its highly liquid nature and the fact that it is readily
converted and is subject to insignificant risk of change in value. There were no transfers between levels
within 2022.

Financial asset and liability classification

The Company’s accounting policies provide scope for assets and liabilities to be designated at
inception into different accounting categories in certain circumstances:

o In classifying financial assets or liabilities as trading, the Company has determined that it
meets the description of trading assets and liabilities set out in Note 3(e).

o In designating financial assets or liabilities at fair value through profit or loss, the Company
has determined that it has met one of the criteria for this classification set out in Note 3(e).

Assets held for sale and discontinued operations

The Company’s accounting policy states that the following conditions must be met for an asset
to be classified as held for sale:

Management is committed to a plan to sell;

The asset is available for immediate sale;

The sale is highly probable, within 12 months of classifications as assets held for sale; and
Actions required to complete the plan indicate that it is unlikely that the plan will be
significantly changed or withdrawn.

Management determines if the last two items above are not met or will not be met then assets or
disposal group cannot be classified as held for sale.

5. Insurance and Financial Risk Management

Introduction and overview

The Company has exposure to the following risks from the use of financial instruments and the issuing
of insurance and investment contracts:

i.
ii.
iii.
iv.

Insurance risk
Credit risk
Liquidity risk
Market risk
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5. Insurance and Financial Risk Management (continued)

Introduction and overview (continued)

v.  Operational risk
vi.  Capital management

This note presents information about the Company’s exposure to each of the above-stated risks and its
objectives, policies and processes for measuring and managing risk.

5.1 Risk management framework

As described in Note 1, the Central Bank intervened in the operations of the Company and as a
consequence the Central Bank controls the Company through the Board of Directors and an
oversight committee.

CLICO’s Board of Directors (the Board) has overall responsibility for the establishment and
oversight of the Company’s Risk Management Framework. Apart from the Board establishing
various Board Committees to have more direct oversight of risks within the Company, the Board
has ensured the establishment of an Enterprise Risk Management System, an ERM Risk Council
and Management Committees to ensure the continuous management of risks.

(@)

(b)

()

(d)

()

()

The Board Finance, Investment and Resolution Committee is charged with the direct
oversight of investments and financial risks and the internal control framework for
managing these risks.

The Board Audit Committee is responsible for assisting the board of directors in fulfilling
its oversight responsibilities for the financial reporting process, the system of internal
control over financial reporting, the internal audit process, the Company’s process for
monitoring compliance with laws and regulations and the code of conduct.

The Board Governance and Risk Committee has direct oversight over the Company’s
Enterprise Risk Management System, Internal Control Framework and increased
oversight over the company’s Governance.

The Board established an Insurance Integrity and Risk Management Committee to
appropriately manage insurance operations risks, under the direct oversight of the Board
Operations & Assets Recovery Committee.

The day to day management of risk is executed by the Company’s management team and
day to day operational risks are managed by department managers whereas for more
significant transactions Board approval is sought for risk mitigating measures and
controls.

The Board continues to have oversight of the Enterprise Risk Management (ERM) System
and ERM Risk Council. The ERM Risk Council comprises Senior Management who,
collectively and severally, are responsible for the identification, assessment and
management of the organization’s risks.
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5. Insurance and Financial Risk Management (continued)

5.1

5.2

Risk management framework (continued)

(9) CLICO continues to assess its Risk Categories to ensure all risks are considered within its
Risk Management Framework; these categories are:- Strategic Risks; Compliance Risks;
Credit Risk; Insurance Risk; Market and Investment Risk; Liquidity Risk; Operational
Risk; Financial Risks; Hazard Risks; Governance Risks.

(h) In addition, CLICO’s Risk Tolerance Levels, Risk Categories, Internal Control
Framework and Internal Audit’s Corporate Risk Assessments are also reviewed and
assessed annually as integral elements of the company’s Risk Management Framework.

CLICO’s ERM is a continuous process whereby risks will be continuously reviewed and
assessed by Management to ensure that risks are effectively managed at varying levels
and within specific contexts and risk appetite of CLICO. It also provides assurance that
all levels of management and employees are focusing their efforts on the most important
issues facing the Company, and leveraging their knowledge of risks.

Insurance risk

The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By the very nature of an insurance contract, this
risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and
provisioning, the principal risk that the Company faces under its insurance contracts is that the
actual claims and benefit payments exceed the carrying amount of the insurance liabilities.

This could occur because the frequency of claims and benefits is greater than estimated. Insurance
events are random and the actual number and amount of claims and benefits will vary from year
to year from the level established using statistical techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the
relative variability about the expected outcome will be. In addition, a more diversified portfolio
is less likely to be affected across the board by a change in any subset of the portfolio. The
Company has developed its insurance underwriting strategy to diversify the type of insurance
risks accepted and within each of these categories to achieve a sufficiently large population of
risks to reduce the variability of the expected outcome.

Factors that aggravate insurance risk include lack of risk diversification in terms of type and
amount of risk, geographical location and type of industry covered.

5.2.1 Objectives in managing insurance contract risks and mitigation policies and
concentration of insurance risks

(a) Objectives of risk management

The Company is in the business of accepting risks by issuing insurance contracts for
commensurate returns to the shareholders. Effective management of these risks is
critical to meeting the expectations of shareholders, policyholders and regulators.
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5. Insurance and Financial Risk Management (continued)
5.2 Insurance risk (continued)

5.2.1 Ohbjectives in managing insurance contract risks and mitigation policies and
concentration of insurance risks (continued)

(a) Objectives of risk management (continued)

The objectives of the Company’s risk management activities are to: (i) maintain a
desirable overall risk profile, (ii) maintain strength in fulfilling contractual obligations
to policyholders, and (iii) protect capital and add value to shareholders.

(b) Objectives of risk management

(b) (i) Concentration of insurance risk — Life

The tables below present the concentration of insured benefits across five
bands of insured benefits per individual life assured.

2022
$°000 %
Insured benefits per life $°000
0-200 3,219,760 67.29
201-400 1,038,119 21.70
401-800 358,405 7.49
801-1,000 90,761 1.90
More than 1,001 77,551 1.62
Total 4,784,596 100.00
2021
$°000 %
Insured benefits per life $°000
0-200 3,450,778 67.73
201-400 1,090,784 21.41
401-800 370,871 7.28
801-1,000 93,739 1.84
More than 1,001 88,912 1.74
Total 5,095,084 100.00
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.1 Objectives in managing insurance contract risks and mitigation policies and concentration
of insurance risks (continued)

(b) (i) Concentration of insurance risk - Annuities

The following tables for annuity contracts illustrate the concentration of risk based on
five bands that group these contracts in relation to the amount payable per annum as if
the annuity were in payment at the year end. The Company does not hold any reinsurance
contracts against the liabilities carried for these contracts.

2022

$°000 %
Annuities payable per annum per life
0-20,000 104,332 52.00
21,000-40,000 40,111 20.00
41,000-80,000 30,974 15.00
81,000-100,000 5,345 3.00
More than 101,000 19,531 10.00
Total 200,293 100.00

The risk concentration has not materially changed from the prior year.

2021

$°000 %
Annuities payable per annum per life
0-20,000 103,959 52.00
21,000-40,000 39,877 20.00
41,000-80,000 30,590 15.00
81,000-100,000 5,145 3.00
More than 101,000 19,531 10.00
Total 199,102 100.00

For contracts where death is the insured risk (life insurance), the most significant factors
that could increase the overall frequency of claims are epidemics or pandemics (such as
corona virus) or wide spread changes in lifestyle, such as eating, smoking and exercise
habits, resulting in claims occurring earlier than expected or in greater numbers than
expected. For contracts where survival is the insured risk (annuity), the most significant
factor is continued improvement in medical science and social conditions that would
increase longevity.
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.2 Long-term insurance contracts and long-term annuities

(@)

(b)

Frequency and severity of death claims

Insurance risk for contracts is also affected by the contract holders’ right to pay reduced or
no future premiums, to terminate the contract completely, or to exercise a guaranteed
annuity option. As a result, the amount of insurance risk is also subject to contract holder
behaviour. On the assumption that contract holders will make decisions rationally, overall
insurance risk can be assumed to be aggravated by such behaviour. For example, it is likely
that contract holders whose health has deteriorated significantly will be less inclined to
terminate contracts insuring death benefits than those contract holders remaining in good
health. This results in an increasing trend of expected mortality, as the portfolio of insurance
contracts reduces due to voluntary terminations. The Company has factored the impact of
contract holders behaviour into the assumptions and provisions used to measure these
liabilities.

Insurance risk for contracts disclosed in the note is also affected by interest rate risk. This
is especially significant for some types of long-term insurance products. If new market rates
were to rise appreciably, policyholders would want to cash in their policies (where cash
values are provided) and move their money elsewhere where they can benefit from higher
market rates. While at the same time that the insurer needs cash to pay the policyholder,
the assets may have depreciated in market value.

Sources of uncertainty in the estimation of future benefit payments and premium receipts

Uncertainty in the estimation of future benefit payments and premium receipts for long-
term insurance contracts arises from the unpredictability of long-term changes in overall
levels of mortality and the variability in contract holder behaviour.

The Company uses appropriate base tables of standard mortality according to the type of
contract being written and the territory in which the insured person resides. An investigation
into the actual experience of the Company over the last five years is carried out, and
statistical methods are used to adjust the crude mortality rates to produce a best estimate of
expected mortality for the future. Where data is sufficient to be statistically credible, the
statistics generated by the data are used without reference to an industry table. Where this
IS not the case, the best estimate of future mortality is based on standard industry tables
adjusted for the Company’s overall experience.

For contracts that insure survival, an adjustment is made for future mortality improvements
based on trends identified in the data and in the continuous mortality investigations
performed by independent actuarial bodies. The impact of any historical evidence of
selective termination behaviour will be reflected in this experience. The Company maintains
voluntary termination statistics to investigate the deviation of actual termination experience
against assumptions. Statistical methods are used to determine appropriate termination
rates. An allowance is then made for any trends in the data to arrive at a best estimate of
future termination rates.
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5.

Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.2 Long-term insurance contracts and long term annuities (continued)

(©)

(d)

Guaranteed annuity options

The amount of insurance risk under contracts with guaranteed annuity options is also
dependent on the number of contract holders that will exercise their option (‘option take-up
rate’). This will depend significantly on the investment conditions that apply when the
options can be exercised. The lower the current market interest rates in relation to the rates
implicit in the guaranteed annuity rates, the more likely it is that contract holders will
exercise their options. Continuing improvements in longevity reflected in current annuity
rates will increase the likelihood of contract holders exercising their options as well as
increasing the level of insurance risk borne by the Company under the annuities issued. The
Company does not have sufficient historical data on which to base its estimate of the number
of contract holders who will exercise their options.

Conversely, if current market interest rates were to rise in relation to the rates implicit in the
guaranteed annuity rates, the more likely it is that policyholders would want to cash in their
policies and move their money elsewhere where they can benefit from higher interest rates
unless their contracts provide some link to the higher interest rates.

Reinsurance

To further mitigate underwriting risk, the Company purchases reinsurance to share part of
the insurance risks accepted by the Company in writing premiums. This reinsurance,
however, does not relieve the Company of its primary obligation to policyholders. If any
reinsurers are unable to meet their obligation under the related agreements, the Company
remains liable to its policyholders for the unrecoverable amounts. The Company has various
yearly renewable term and coinsurance reinsurance agreements with reinsurers with
different retention amounts for whole life, term, critical illness and universal life products.

The benefits to which the Company is entitled under its reinsurance contracts held are
recognised as reinsurance assets. These assets consist of balances due from reinsurers.
Amounts recoverable from or due to reinsurers are measured consistently with the amounts
associated with the reinsurance contracts and in accordance with the terms of each
reinsurance contract. Reinsurance liabilities are primarily premiums payable for reinsurance
contracts and are recognised as an expense when due. The Company reinsures
approximately less than 10% of its group and ordinary life portfolios.
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5. Insurance and Financial Risk Management (continued)

5.2

Insurance risk (continued)

5.2.3 Short-duration life insurance contracts

5.3

(i)

(i)

Frequency and severity of claims

These contracts are mainly issued to employers to insure death benefit associated with their
pension fund and other employee benefit plans. The risk is affected by the nature of the
industry in which the employer operates, in addition to the factors in Note 5.2.1.(b).

The risk of death and disability will vary by industry. Undue concentration of risk by
industry will therefore increase the risk of a change in the underlying average mortality or
morbidity of employees in a given industry, with significant effects on the overall insurance
risk.

Sources of uncertainty in the estimation of future claim payments

Other than for the testing of the adequacy of the liability representing the unexpired risk at
the reporting date, there is no need to estimate mortality rates or morbidity rates for future
years because these contracts have short duration. However, for incurred disability income
claims, it is necessary to estimate the rates of recovery from disability for future years.
Standard recovery tables produced by reinsurers are used as well as the actual experience
of the Company. The influence of economic circumstances on the actual recovery rate for
individual contracts is the key source of uncertainty for these estimates.

Financial risk

The Company is exposed to a range of financial risks through its financial assets, financial
liabilities (mutual fund obligation, accounts payable, investment contracts and debt securities
issued), reinsurance assets and insurance liabilities. In particular, the key financial risk is that in
the long term, its investment proceeds are not sufficient to fund the obligations arising from its
insurance and investment contracts. The most important components of this financial risk are
credit risk, liquidity risk, interest rate risk, equity price risk and foreign currency risk.

5.3.1 Credit risk

Credit risk is the risk of loss in the value of financial assets due to counterparties failing to meet
all or part of their contractual obligations, and arises principally from the Company’s loans,
mortgages, investments and related party balances. This is one of the materialised risks with the
Company unable to secure timely repayment of several of its advances.
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5. Insurance and Financial Risk Management (continued)
5.3 Financial risk (continued)

5.3.1 Credit risk (continued)

Management of credit risk

The Board Finance Investment and Resolution Committees and the Board Operations, Assets and
Recoveries Committee which report to the Board of Directors have oversight of credit risk. The
Finance and Investment teams reporting to the Board Finance Investment and Resolution
Committees and the Board Operations, Assets and Recoveries Committee, are responsible for
managing the Company’s credit risk, including the following:

e  Formulating credit policies in consultation with the relevant departments, covering credit
assessment, risk grading and reporting, documentary and legal procedures, and compliance
with regulatory and statutory requirements.

o Limiting concentration of exposure to counterparties by issuer, credit rating band and
market liquidity within regulatory and statutory requirements.

e  Developing and maintaining the Company’s risk grading categorise exposures according to
the degree of risk of default. The responsibility for setting risk grades lies with the final
approving committee as appropriate. Risk grades are subject to regular reviews by the
Board Audit and Risk Committee.

e  Developing and maintaining the Company’s processes for measuring ECL. This includes
processes for:
- initial approval, regular validation and back-testing of the models used,
- determining and monitoring significant increase in credit risk; and
- incorporation of forward looking information.

e  Regular reporting or reporting regularly on the credit quality of portfolios to the Board Audit
and Risk Committee which may require appropriate corrective action to be taken. These
include reports containing estimates of ECL allowances.

. Providing advice, guidance and making specialist skills available to business units to
promote best practice in the management of credit risk.
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5.

Insurance and Financial Risk Management (continued

5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

The Company applies the IFRS 9 general approach to measuring expected credit losses on
financial assets. Under the general approach, the Company considers the probability of default on
initial recognition of the asset and whether there has been a significant increase in credit

risk throughout each reporting period. When determining whether the credit risk on a financial
instrument has increased significantly since initial recognition, the Company considers reasonable
and supportable information that is relevant and available without under cost or effort. The
Company primarily identifies whether significant increase in credit risk has occurred for an
exposure by comparing external credit ratings from initial recognition to the reporting date.

Definition of default
The Company considers a financial asset to be in default when the financial asset is classified as
non-performing as at reporting date. Non-performing is defined as all investments that have

missed payments as at reporting date.

A summary of the assumptions underpinning the Company’s expected credit loss model under
the general approach is as follows

Basis for recognition of
Definition expected credit loss provision
The counterparty has low | 12 month expected losses.
risk of default and a strong | Where the expected lifetime of
capacity to meet contractual | an asset is less than 12 months,
cash flows. expected credit losses are
measured at its expected
lifetime.

Category
Stage 1
(Performing)

Stage 2 Financial assets for which
(Underperforming) there is a significant
increase in credit risk since
origination but no objective
evidence of impairment.
The financial asset is in
default.

Lifetime expected losses.

Stage 3
(Non-performing)

Lifetime expected losses.

At each reporting date, the Company assesses whether there has been a significant increase in
credit risk exposure for all financial assets.
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5.

Insurance and Financial Risk Management (continued)
5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

Debt securities

The Company limits its exposure to credit risk by investing only in liquid debt securities and only
with counterparties that have a credit rating of at least BBB- from Standard and Poor’s and/or
Bal, Ba2, Ba3 from Moody’s.

The Company monitors changes in credit risk by tracking published external credit ratings. To
determine whether published ratings remain up to date and to assess whether there has been a
significant increase in credit risk at the reporting date that has not been reflected in published
ratings, the Group supplements this by reviewing changes in bond yields and. where available,
credit default swap (CDS) prices together with available press and regulatory information about
debtors.

12-month and lifetime probabilities of default are based on historical data supplied by Standard
and Poor’s for each credit rating and are recalibrated based on current bond yields and CDS prices.
Loss given default (LGD) parameters generally reflect an assumed recovery rate of 40% except
when a security is credit-impaired, in which case the estimate of loss is based on the instrument's
current market price and original effective interest rate.

The exposure to credit risk for debt securities at FVOCI and FVTPL at the reporting date are all
concentrated in Trinidad and Tobago.
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5. Insurance and Financial Risk Management (continued)

5.3 Financial risk (continued)
5.3.1 Credit risk (continued)
Debt securities (continued)
The following table presents an analysis of the credit quality of debt securities at FVOCI and

FVTPL. It indicates whether assets measured at FVOCI were subject to a 12-month ECL or
lifetime ECL allowance and, in the latter case, whether they were credit-impaired.

2022 2021
FVTPL FVOCI Amortised Cost FVTPL FVOCI Amortised Cost
Lifetime Lifetime
ECL- Lifetime ECL- Lifetime
Not ECL- Not ECL
Credit 12- 12- 12- Credit Credit 12- 12- 12- Credit  Credit
rating Month Month  Month _Impaired Impaired Month  Month Month  Impaired Impaired
$°000 $°000 $°000  $°000 $°000 $°000 $°000 $°000 $°000 $°000
BBB-to
AAA 982,827 7,110,962 - - 925,047 7,184,440 -
BB- to BB+ - - - - - - -
B- to B+ - - - - - - -
Cto CCC+ - - - - - - - -
D - - - - 822,206 - 822,206
Gross
carrying
amounts 982,827 7,110,962 - - 822,206 925,047 7,184,440 - - 822,206
Loss
allowance - (50,741) - - (822,206) - (44,204) - - (822,206)
Carrying
amounts 982,827 7,060,221 - - - 925,047 7,140,236

An impairment allowance of $822,000 (2021: $822 000) in respect of debt securities at amortised
cost with a credit rating of D was recognised. These securities are the $473,000 owed by CLF and
$345,000 owed by CIB. Both parties have been placed into liquidation because of significant
financial difficulties. The Company has no collateral in respect of these investments.
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5. Insurance and Financial Risk Management (continued)

5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

Debt securities (continued)

The movement in the allowance for impairment for debt securities at amortised cost during the

year was as follows.

2022

Lifetime
ECL- Lifetime
Not ECL

12-Month Credit  Credit
ECL Impaired Impaired __ Total
$°000 $°000 $°000 $°000
Balance at January 1 - - 822,206 822,206
Net remeasurement of loss allowance - - - -
Transfer to lifetime ECL - not credit-impaired - - - -
Transfer to lifetime ECL - credit-impaired - - - -
Financial assets repaid - - - -
New financial assets acquired - - - -
Balance at 31 December - - 822,206 822,206
2021
Lifetime
ECL-  Lifetime
Not ECL
12-Month Credit  Credit
ECL Impaired Impaired Total
$°000 $°000 $°000 $°000
Balance at January 1 - - 822,206 822,206
Net remeasurement of loss allowance - - - -
Transfer to lifetime ECL - not credit-impaired - - - -
Transfer to lifetime ECL - credit-impaired - - - -
Financial assets repaid - - - -
New financial assets acquired - - - -
Balance at 31 December - - 822,206 822,206

87



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

5. Insurance and Financial Risk Management (continued)

5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

Debt securities (continued)

The movement in the allowance for impairment in respect of debt securities at FVOCI during the
year was as follows.

2022 2021

12-month 12-month

ECL ECL

$°000 $°000

Balance at January 1 44,204 4,106
Net remeasurement of loss allowance 5,972 39,241
Financial assets derecognised (22) (8)
New financial assets acquired 587 865
Balance at December 31 50,741 44,204

Cash and balances with banks and short-term deposits

The Company held cash and cash equivalents of $471,878 (2021: $313,707) with banks and
financial institutions counterparties which are reputable in the local market. Impairment on cash
and cash equivalents has been measured on a 12-month expected loss basis and reflects the short
maturities of the exposures. The Company considers that its cash and cash equivalents have low
credit risk based on the financial institutions they are held with.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.1 Credit risk (continued)
Concentrations of credit risk

The Company does monitor concentration of credit risk. An analysis of concentrations of credit
risk from investments in associates, investment in subsidiaries, investment securities, assets
held for sale and loans and receivables is shown below.

Assets held for sale (Note

Investment securities 14) Loans and receivables
2022 2021 2022 2021 2022 2021
$'000 $'000 $'000 $'000 $'000 $'000
Concentration
by sector:
Corporate 370,926 386,075 - - 2,925 1,709
Government 8,250,377 1,381,150 - 6,933,815 117,474 116,735
Individuals - - 58,000 248,935 237,796 35,928
8,621,303 1,767,225 58,000 7,182,750 358,195 154,372

5.3.2 Liquidity risk

Liquidity Risk is the risk that the entity will encounter difficulty in meeting obligations
associated with its financial and insurance liabilities. The Company has managed its liquidity
with cash generated from its operations.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.2 Liquidity risk (continued)
Exposure to liquidity risk

The following tables provide information about the maturity profile for the Company’s financial
liabilities, financial assets and insurance liabilities and includes future interest payment.

Maturity analysis for non-derivative cash flows
As at December 31, 2022
Contractual undiscounted cash flows

Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$°000 $°000 $°000 $°000 $°000
Financial liabilities
Investment contracts 101,339 - 1,243,128 1,344,467 1,344,467
Mutual funds 7,012 - - 7,012 7,012
Loans and borrowings 1,081,079 - - 1,081,079 1,032,184
Due to related parties 128,893 - - 128,893 128,893
Accounts payable 348,421 - - 348,421 348,421
Total financial liabilities 1,666,744 - 1,243,128 2,909,872 2,860,977
Financial assets
Investment in associates - - 930,505 930,505 930,505
Investment in subsidiaries - 2,283,408 2,283,408 2,283,408

Investment securities - 3,602,187 8,463,437 12,065,624 8,621,303

Loans and other receivables - - 358,195 358,195 358,195
Assets held for sale 58,000 - - 58,000 58,000
Cash and cash equivalents 471,878 - - 471,878 471,878
Total financial assets 529,878 5,885,595 9,752,137 16,167,610 12,723,289
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5. Insurance and Financial Risk Management (continued)

53 Financial risk (continued)
5.3.2 Liquidity risk (continued)

Maturity analysis for non-derivative cash flows (continued)

As at December 31, 2021

Contractual undiscounted cash flows

Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$°000 $°000 $°000 $°000 $°000
Financial liabilities
Investment contracts 146,939 - - 146,939 146,939
Mutual funds 42,661 - - 42,661 42,661
Liabilities directly associated,
with assets held
for sale 1,224,926 - - 1,224,926 1,224,926
Loans and borrowings 1,273,072 - - 1,273,072 1,215,502
Due to related parties 129,389 - - 129,389 129,389
Accounts payable 214,891 - - 214,891 214,891
Total financial liabilities 3,031,878 - - 3,031,878 2,974,308
Financial assets
Investment in associates - - 742,003 742,003 742,003
Investment in subsidiaries - 2,607,275 - 2,607,275 2,607,275
Investment securities 121,361 1,406,969 1,000,915 2,529,245 1,767,225
Loans and other receivables - 1,636 152,736 154,372 154,372
Assets held for sale 7,453,717 - - 7,453,717 7,137,000
Cash and cash equivalents 313,707 - - 313,707 313,707
Total financial assets 7,888,785 4,015,880 1,895,654 13,800,319 12,721,582
As at December 31, 2022
Expected undiscounted cash flows
Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$°000 $°000 $°000 $°000 $°000
Ordinary life 40,286 110,818 704,937 856,041 641,666
FPA 110,618 594,819 4,111,717 4,817,154 2,937,318
Annuities 205,372 764,524 2,684,535 3,654,431 2,542,038
Long-term insurance 356,276 1,470,161 7,501,189 9,327,626 6,121,022
Short-term insurance 20,528 - - 20,528 20,528
Claims admitted or
intimated but not yet paid 228,528 - - 228,528 228,528
Total 605,332 1,470,161 7,501,189 9,576,682 6,370,078
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.2 Liquidity risk (continued)
Maturity analysis for non-derivative cash flows (continued)

As at December 31, 2021
Expected undiscounted cash flows

Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$°000 $°000 $°000 $°000 $°000
Ordinary life 912,968 - - 912,968 662,313
FPA 4,898,040 - - 4,898,040 2,983,231
Annuities 3,722,968 - - 3,722,968 2,565,927
Long-term insurance 9,533,976 - - 9,533,976 6,211,471
Short-term insurance 20,902 - - 20,902 20,902
Claims admitted or
intimated but not yet paid 221,866 - - 221,866 221,866
Liabilities directly associated
with assets held
for sale (6,454,239) - - (6,454,239) (6,454,239)

Total 3,322,505 - - 3,322,505 -

5.3.3 Market risk

Market risk is the risk of adverse financial impact due to changes in fair values or future cash
flows of financial instruments from fluctuations in interest rates, equity prices, property prices,
and foreign currency exchange rates. Market risk arises due to fluctuations in both the value of
liabilities and the value of investments held.

Management of market risk

The management of market risk was undertaken mainly at the management committee level.
The financial impact from changes in market risk (such as interest rates, equity prices and
property values) was reviewed at the reporting date. The sensitivity of capital and Company
earnings to changes in economic conditions was analysed through sensitivities to investment
returns and asset values at the reporting date.
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5. Insurance and Financial Risk Management (continued)
5.3  Financial risk (continued)

e Equity price risk

The Company is subject to equity price risk due to daily changes in market values of its
equity securities portfolio. Unquoted equities are also valued on an annual basis using
methodologies outlined in Note 3(e).

The Investments Department actively monitors equity assets owned directly by the
Company and concentrations of specific equity holdings.

Sensitivity to changes in equity prices is given in section 5.3.3.1 below.

e Interest rate risk

Interest rate risk arises primarily from the Company’s investment in long-term debt and
fixed income securities, which are exposed to fluctuations in interest rates. Exposure to
interest rate risk is monitored through the Actuarial and Finance Departments and managed
through the use of asset and liability matching using measures such as duration.

Insurance and investment contracts with guaranteed and fixed terms have benefit payments
that are fixed and guaranteed at the inception of the contract. The financial component of
these benefits is usually a guaranteed fixed interest rate and hence the Company’s primary
financial risk on these contracts is that interest income and capital redemptions from the
financial assets backing the liabilities are insufficient to fund the guaranteed benefits
payable.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)

5.3.2 Market risk (continued)
Management of market risk (continued)
Interest rate risk

The table below summarises the Company’s financial assets and liabilities to show the interest-

rate gap.

Up to lto5 Over Non-Interest

1 Year Years 5 Years Bearing Total

$'000 $'000 $'000 $'000 $'000
As at December 31, 2022
Financial Assets
Investment securities - 1,300,367 6,950,009 370,927 8,621,303
Loans and other receivables - - - 358,195 358,195
Assets held for sale) 58,000 - - - 58,000
Cash and cash equivalents 471,878 - - - 471,878
Total financial assets 529,878 1,300,367 6,950,009 729,122 9,509,376
Financial Liabilities
Insurance contracts 110,939 492,718 2,751,196 3,015,225 6,370,078
Investment contracts 101,339 - 476,006 767,122 1,344,467
Loans and borrowings 1,032,184 - - - 1,032,184
Due to related parties - - - 128,893 128,893
Mutual fund obligation 7,012 - - - 7,012
Accounts payable - - - 348,421 348,421
Total financial liabilities 1,251,474 492,718 3,227,202 4,259,661 9,231,055
Periodic GAP (721,596) 807,649 3,722,807 (3,530,539) 278,321
Cumulative GAP (721,596) 86,053 3,808,860 278,321 -

Sensitivity to changes in interest rates is given in section 5.3.3.1.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)

5.3.3 Market risk (continued)

Management of market risk (continued)

Interest rate risk (continued)

Up to lto5 Over Non-Interest

1 Year Years 5 Years Bearing Total

$'000 $'000 $'000 $'000 $'000
As at December 31, 2021
Financial Assets
Investment securities 42,938 1,022,758 315,456 386,073 1,767,225
Loans and other receivables - - - 154,372 154,372
Assets held for sale (Note 14) 7,137,000 - - - 7,137,000
Cash and cash equivalents 313,707 - - - 313,707
Total financial assets 7,493,645 1,022,758 315,456 540,445 9,372,304
Financial Liabilities
Investment contracts 146,939 - - - 146,939
Liabilities directly associated

with assets held
for sale 7,679,165 - - - 7,679,165

Loans and borrowings 1,215,502 - - - 1,215,502
Due to related parties - - - 129,389 129,389
Mutual fund obligation 42,661 - - - 42,661
Accounts payable - - - 214,891 214,891
Total financial liabilities 9,084,267 - - 344,280 9,428,547
Periodic GAP (1,590,622) 1,022,758 315,456 196,165 (56,243)
Cumulative GAP (1,590,622) (567,864) (252,408) (56,243) -
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5. Insurance and Financial Risk Management (continued)
5.3 Financial risk (continued)
5.3.3 Market risk (continued)
Management of market risk (continued)
o Currency risk

The Company has assets and liabilities denominated in foreign currencies and as a result
are exposed to foreign currency exchange risk arising from fluctuations in exchange rates.
The Company does not hedge its foreign currency revenues as these are substantially
retained locally to support the Company’s business and meet local regulatory and market
requirements.

The Company’s sensitivity to this risk is discussed in Note 5.3.3.1 below.

The currencies of denomination of assets and liabilities and the related exposure to foreign
exchange risk are shown below.

1T us Other Total

$°000 $°000 $'000 $'000
As at December 31, 2022
Assets
Property and equipment 99,908 - - 99,908
Investment properties 179,740 - - 179,740
Investments in associates 24,648 - 905,857 930,505
Investments in subsidiaries 25,216 2,258,192 - 2,283,408
Investment securities 7,647,512 971,978 1,813 8,621,303
Deferred tax assets 5,466 - - 5,466
Tax recoverable 86,595 - - 86,595
Loans and other receivables 319,744 38,317 134 358,195
Assets held for sale 58,000 - - 58,000
Cash and cash equivalents 213,371 257,257 1,250 471,878
Total assets 8,660,200 3,625,744 909,054 13,094,998
Liabilities
Insurance contracts 6,370,078 - - 6,370,078
Investment contracts 1,344,467 - - 1,344,467
Loans and borrowings 1,032,184 - - 1,032,184
Due to related parties 94,148 34,745 - 128,893
Mutual fund obligation 7,012 - - 7,012
Accounts payable 348,421 - - 348,421
Taxation 61,161 - - 61,161
Total liabilities 9,257,471 34,745 - 9,292,216
Net position (597,271) 3,490,999 909,054 3,802,782
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.3 Market risk (continued)

o Currency risk (continued)

As at December 31, 2021

Assets

Property and equipment
Investment properties
Investments in associates
Investments in subsidiaries
Investment securities
Deferred tax assets

Tax recoverable

Loans and other receivables
Assets held for sale (Note 14)
Cash and cash equivalents

Total assets

Liabilities

Investment contracts

Liabilities directly associated
with assets held for sale (Note 14)

Loans and borrowings

Due to related parties

Mutual fund obligation

Accounts payable
Taxation

Total liabilities

Net position

TT us Other Total
$°000 $°000 $°000 $°000
101,992 - - 101,992
228,400 - - 228,400
19,450 - 722,553 742,003
24,102 2,583,173 - 2,607,275
1,693,705 71,336 2,184 1,767,225
16,462 - - 16,462
86,595 - - 86,595
121,900 32,338 134 154,372
7,182,750 - - 7,182,750
118,612 193,922 1,173 313,707
9,593,968 2,880,769 726,044 13,200,781
146,939 - - 146,939
7,679,165 - - 7,679,165
1,215,502 - - 1,215,502
94,644 34,745 - 129,389
42,661 - - 42,661
214,891 - - 214,891
61,702 - - 61,702
9,455,504 34,745 - 9,490,249
138,464 2,846,024 726,044 3,710,532
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5.

Insurance and Financial Risk Management (continued)

Financial risk (continued)

5.3.3 Market risk (continued)
5.3.3.1 Market risk sensitivity analysis

The tables below demonstrate the effect of a change in a key assumption whilst all other
assumptions remain unchanged. In reality there is a correlation between the assumptions and
other factors. It should also be noted that these sensitivities are non-linear and larger or smaller
impacts should not be interpolated or extrapolated from these results.

The sensitivity analyses do not take into consideration the fact that the Company’s assets and
liabilities are actively managed. Additionally, the financial position of the Company may vary
at the time that any actual market movement occurs.

Other limitations in the sensitivity analyses below include the use of hypothetical market
movements to demonstrate potential risk that only represent the Company’s view of possible
near-term market changes that cannot be predicted with any certainty; and the assumption that
all interest rates move in an identical fashion.

Sensitivity factor ~ Description of sensitivity factor applied

Exchange rates A 1% change in the TT$/US$ foreign exchange rate would have the
following impact on net assets and net income for the period. Any
changes will have an impact on the net profit of the Company as changes
are recognised in profit or loss.

1% increase in 1% decrease in
TT/US rate TT/US rate
TT$'000 TT$°000
$ $
December 31, 2022
Impact on profit or loss 2,608 (2,608)
Impact on equity 32,302 (32,302)
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.3 Market risk (continued)

5.3.3.1 Market risk sensitivity analysis (continued)

1% increase in

1% decrease in

TT/US rate TT/US rate
TT$'000 TT$000
$ $
December 31, 2021
Impact on profit or loss 1,915 (1,915)
Impact on equity 26,545 (26,545)
Description of sensitivity
Sensitivity factor factor applied Assumptions
Interest rate and The impact of change in Effective interest rate
investment return market interest rates by for financial assets
+or-1% (e.g.ifa used was 4% whilst
current interest rate is the rate for financial
5%, the impact of a liability was 10%.
immediate change to
4% and 6%).
Equity The impact of a change All equity movements in
in equity market values the financial assets at fair
by + or — 10%. value through profit or loss

affect income whereas
investments at FVOCI
revaluation affects OCI.
All equity market
movements affect only
quoted equity stock.
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5.

Insurance and Financial Risk Management (continued)

5.3

Financial risk (continued)

5.3.3 Market risk (continued)

5.3.3.1 Market risk sensitivity analysis (continued)

5.4

5.5

Interest Interest Equity Equity
Impact on Rates Rates Prices Prices
Rise Fall Rise Fall
100 bps 100 bps 10% 10%
$°000 $°000 $°000 $°000
Sensitivities as at
December 31, 2022
Profit or loss 38,089 (38,089) 77,240 (77,240)
Equity (38,089) 38,089 321,391 (321,391)
Sensitivities as at
December 31, 2021
Profit or loss (1,640) 1,640 78,754 (78,754)
Equity 1,640 (1,640) 334,928 (334,928)

Operational risk

Operational risk is the risk of loss as a result of inadequately controlled internal processes or
systems, human error, or from external events.

This definition is intended to include all risks to which the Company is exposed, other than the
financial and insurance risk described above. Hence, operational risks include, for example,
information technology, information security, human resources, project management,
outsourcing, tax, legal and fraud and compliance risks.

In accordance with the Company’s policies, department managers have primary responsibility
for the effective identification, management and monitoring. Each operational risk is assessed
by considering the potential impact and the probability of the event occurring. Impact
assessments are made against strategic, operational and reputation criteria. Day to day
operational risks are managed by department managers whereas for more significant transactions
Board approval is sought.

Capital management

The current capital structure of the Company consists of debt securities issued as disclosed in
Note 21, amounts due to related parties disclosed in Note 20, policyholders’ reserves as disclosed
in Note 17; investment contracts as disclosed in Note 18; and amounts attributable to equity
holders of the Company; comprising issued capital, reserves and retained earnings as disclosed
in Notes 15 and 16 respectively.
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5. Insurance and Financial Risk Management (continued)

5.5 Capital management (continued)

The Company is governed by the Insurance (Capital Adequacy) Regulations, 2020 which came
into operation on January 1, 2021 and requires an insurer to maintain a minimum net tier 1 ratio
of 105%, and a minimum regulatory capital ratio of 150%. For the year ending December 31,
2022, these ratios were 191% (2021: 150%) (net tier 1 ratio) and 313% (2021: 288%) (regulatory
capital ratio).

6. Property and Equipment

Right Furniture,
Land of Fixtures Capital
and Use and Motor Work in
Buildings Assets Equipment Vehicles Progress Software Total
$°000 $°000 $°000 $°000 $°000 $°000 $°000

Year ended

December 31, 2022

Opening net book value 75,017 3,878 20,842 386 1,869 - 101,992

Additions - - 2,022 - - - 2,022

Adjustment - 287 - - - - 287

Revaluation 583 - - - - - 583

Depreciation charge (745)  (2,680) (1.474) aTn - - (4,976)
Closing net book value 74,855 1,485 21,390 309 1,869 - 99,908

At December 31, 2022

Cost or valuation 80,491 7,634 130,198 1,802 1,869 61,859 283,853

Accumulated depreciation (5,636)  (6.,149) (108,808)  (1,493) - (61,859) (183,945)
Closing net book value 74,855 1,485 21,390 309 1,869 - 99,908
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6. Property and Equipment (continued)

Right Furniture,
Land of Fixtures Capital
and Use and Motor Work in

Buildings Assets Equipment Vehicles Progress Software Total
$°000 $°000 $°000 $°000 $°000 $°000 $°000

Year ended
December 31, 2021
Opening net book value 35,483 - 22,302 490 1,869 - 60,144
Additions - 7,348 256 - - - 7,604
Transfers from

investment property 40,600 - - - - - 40,600
Revaluation (631) - - - - - (631)
Disposal - - - (143) - - (143)
Depreciation on disposal - - - 137 - - 137
Depreciation charge (435)  (3.470) (1,716) (98) - - (5,719)
Closing net book value 75,017 3,878 20,842 386 1,869 - 101,992
At December 31, 2021
Cost or valuation 79,907 7,348 128,176 1,802 1,869 61,859 280,961
Accumulated depreciation (4890) (3.470) (107,334) (1,416) - (61,859) (178,969)
Closing net book value 75,017 3,878 20,842 386 1,869 - 101,992

During the year, land and buildings were valued using the income and market approach by G.A.
Farrell & Associates Limited and Linden Scott E. Associates. The gain of $583 (2021: loss: $631)
arising from these revaluations was debited to the valuation reserve account. These valuations are
dated October 2022.

Property and equipment include right-of-use assets of $1,485 (2021: $3,878) related to leased
properties that do not meet the definition of investment property (see Note 33).

If land and buildings were stated on a historical cost basis, the amounts would be as follows:

2022 2021

$°000 $°000

Cost 77,897 77,897
Accumulated depreciation (4,998) (4,246)

Net book value 72,899 73,651
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6. Property and Equipment (continued)

Measurement of fair value

The fair value of land and buildings was determined by external, independent property valuers, having
appropriate recognised professional qualifications and recent experience in the location and segments
of the properties being valued. The independent valuers provide the fair value of the Company’s land
and buildings portfolio on a biennial or annual basis.

The fair value measurement for the properties has been categorised as Levels 2 and 3 fair value based

on the inputs to the valuation technique used. (Refer to Note 4.3).

Valuation technique and significant unobservable inputs

The following table shows the valuation techniques used in measuring the fair value of properties as
well as the significant unobservable inputs used.

Valuation Technique

Significant Unobservable Inputs

Inter-relationship between
key unobservable inputs and
fair value measurement.

The Income Approach by direct capitalisation
is based on the principle that the value of a
property is indicated by the net return to the
property, or what is also known as the present
worth of future benefits. The future benefits of
income-producing properties is net income
before debt service and depreciation, derived by
a projection of income and expense, along with
any expected reversionary proceeds from a sale.
In direct capitalization, net operating income is
divided by an overall rate to indicate a value.

In most instances, vacancy levels
(voids) were estimated at 10% -
15% of the gross potential income.

In instances where we estimated
building expenses, 15% - 25% of
gross income was used.

Capitalization rates (net all-risks
yield) was estimated between 7%-
9%.

The estimated fair value would
increase (decrease) if:

e The allowance for voids
was decreased (increased).

e The allowance for building
expenses (outgoings) was
decreased (increased).

e The direct -capitalization
rate was lower (higher).

e The rate per square feet
increase (decrease).

The Market Approach is a valuation method
used to find the value of a property by
comparing it to other similar properties that
have sold recently.

In most instances, property values
were estimated at 27% below to
85% above subject rate per square
feet of comparable properties sold.

The estimated fair value would
increase (decrease) if the rate
per square feet rate per annum
would increase (decrease).

The Cost Approach is a valuation method that
provides an indication of value using the
economic principle that a buyer will pay no
more for an asset than the cost to obtain an asset
of equal utility, whether by purchase or by

construction.

Indirect construction estimated at
25%.

Depreciation estimated at 40%.

Decrease or increase if the
allowance is lower (higher).

Decrease or increase if the
depreciation is lower (higher).
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2022 2021
$°000 $°000
7. Investment Properties

At beginning of year 274,150 390,700
Transfer to property, plant and equipment - (40,600)

Loss on revaluation of investment properties (660) (7,800)
Disposals (35,750) (68,150)
237,740 274,150

Assets held for sale (Note 14) (58,000) (45,750)

At end of year 179,740 228,400

Investment properties comprise a number of commercial properties that are leased to third parties. Each
of the leases are for a period of 2 years or are on a month-to-month basis. CLICO has classified these
leases as operating leases because they do not transfer substantially all the risk and rewards associated
with the ownership of the assets. Further information about these leases are include in Note 33 (b).

Rental income arising from investment properties owned by the Company amounted to $11,933 (2021:
$13,000). Maintenance expense, included in the expenses for administration, amounted to $6,500
(2021: $6,600).

Measurement of fair value

The fair value of investment properties was determined by external, independent property valuers,
having appropriate recognized professional qualifications and recent experience in the location and
category of the property being valued. The independent valuers provide the fair value of the Company’s
investment properties portfolio on a biennial or annual basis.

The fair value measurement for investment properties has been categorized as Level 2 and Level 3
based on the inputs to the valuation techniques used (refer to Note 4.3).
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7.

Investment Properties (continued)

Valuation technique and significant unobservable inputs

The following table shows the valuation technique used in measuring the fair value of investment
properties as well as the significant unobservable inputs used.

Valuation Technique

Significant Unobservable Inputs

Inter-relationship between
key unobservable inputs and
fair value measurement.

The Income Approach by direct
capitalisation is based on the principle
that the value of a property is indicated by
the net return to the property, or what is
also known as the present worth of future
benefits. The future benefits of income-
producing properties is net income before
debt service and depreciation, derived by
a projection of income and expense, along
with any expected reversionary proceeds
from a sale. In direct capitalization, net
operating income is divided by an overall
rate to indicate a value.

In most instances, vacancy levels
(voids) were estimated at 10% -
15% of the gross potential
income.

In instances where we estimated
building expenses, 15% - 25% of
gross income was used.

Capitalization rates (net all-risks
yield) was estimated between
7%-9%.

The estimated fair value
would increase (decrease)
if:

e The allowance for voids
was decreased
(increased).

e The allowance for
building expenses
(outgoings) was
decreased (increased).

e The direct capitalization
rate was lower (higher).

e The rate per square feet
increase (decrease).

The Market Approach is a valuation
method used to find the value of a
property by comparing it to other similar
properties that have sold recently.

In most instances, property
values were estimated at 27%
below to 85% above subject rate
per square feet of comparable
properties sold.

The estimated fair value
would increase (decrease) if
the rate per square feet. Or
rate  per annum would
increase (decrease).

The Cost Approach is a valuation method
that provides an indication of value using
the economic principle that a buyer will
pay no more for an asset than the cost to
obtain an asset of equal utility, whether by
purchase or by construction.

Indirect construction estimated at
25%.

Depreciation estimated at 40%.

Decrease or increase if the
allowance is lower (higher).

Decrease or increase if the
depreciation rate is lower
(higher).
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8. Investment in Associates

% Shareholding

2022 2021 2022 2021
$°000 $°000

Fair value through other comprehensive income
Quoted at fair value
L.J. Williams Limited

13,689,540 shares of no par value 21 21 24,648 19,450
Total quoted at fair value 24,648 19,450
Unquoted at fair value
Plantations Holdings Limited (in receivership)

2,888,789 shares of BD$1 each 34 34 1 1
CL World Brands Limited

42,830,350 shares of no par value 42 42 905,853 722,549
IBIS Caroni (Cayman) Limited

3,675 shares of no par value 49 49 1 1
IBIS Cedar (Cayman) Limited

5,726 shares of no par value 49 49 1 1
IBIS Kapok (Cayman) Limited

612 shares of no par value 49 49 1 1
Total unquoted at fair value 905,857 722,553
Total investments in Associates 930,505 742,003

The following table summarises the financial information of CL World Brands Limited (CLWB) and
L.J. Williams Limited (LJW). The table also reconciles the summarised financial information to the
carrying amount of the Company’s interest in both companies.

The fair value of CLWB is derived from the level 1 observable inputs (quoted prices) of its investments
in an entity that is traded in an active market. The quoted price of these asset in an active market

provides the most reliable fair value measurement.

The fair value of L.J. Williams Limited is derived from level 1 observable inputs (quoted prices) which
are traded in an active market. The company is a public limited liability company which listed on the

Trinidad and Tobago Stock Exchange.
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8.  Investment in Associates (continued)

CL World L.J.
Brands Limited Willliams Limited
Unaudited Audited Audited Audited
June 30 June 30 March 31 March 31
2022 2021 2022 2021
$°000 $°000 $°000 $°000
Total assets 520,903 598,946 167,587 167,101
Total liabilities (8,813) (8,465) (63,568) (68,849)
Net assets 512,090 590,481 104,019 98,252
Company’s share of net assets 215,078 248,002 21,843 20,632
Revenue 33,620 16,911 152,795 151,308
Profit and total
comprehensive income (100%) 32,305 5,911 7,719 15,370
Company’s share of profit and
total comprehensive income 13,568 2,482 1,621 3,228
Dividends received
during the year - - 843 738

The financial statements of CLWB are prepared in accordance with FRS102 The Financial Reporting
applicable in the UK and the Republic of Ireland (United Kingdom Generally Accepted Accounting
Practice).

The financial statements of L.J. Williams Limited have been prepared in accordance with International
Financial Reporting Standards.

9. Investment in Subsidiaries

% Shareholding

2022 2021 2022 2021
$°000 $°000
Fair value through other
comprehensive income
CL Infinity (BVI) Limited
10 shares of no par value 100 100 1 1
Methanol Holdings International Limited
5,653,700 shares of no par value 56.53 56.53 2,258,191 2,583,172
Premium Security Services Limited
1 share of no par value 100 100 25,216 24,102
Total unquoted at fair value 2,283,408 2,607,275
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2022 2021
$°000 $°000

10. Investment Securities
Unquoted equities 1,954 1,954
Quoted equities 368,973 384,121
Government securities bonds 8,250,376 1,381,150

8,621,303 1,767,225

2022 2021
$°000 $°000
The analysis below discloses the gross amounts before
transfer to assets held for sale (for 2021 only):
Fair value through other comprehensive income
Unquoted equity securities 1,954 1,954
Quoted equity securities 368,973 384,121
Government securities - bonds 7,352,664 7,389,918

7,723,591 7,775,993
Managed Funds’ assets at fair value through profit or loss

Government and corporate securities (Note 18) 897,712 925,047

8,621,303 8,701,040
Assets held for sale (Note 14) - (6,933,815)
Total 8,621,303 1,767,225

Not included above are debt securities comprising bonds issued by CL Financial Limited (CLF), the
Parent Company, of $476,000 (2021: $476,000) and a bond issued by CLICO Investment Bank
Limited, a fellow subsidiary, of $346,000 (2021: $346,000). These amounts are deemed to have a fair
value of NIL.

The table below illustrates movements in investment securities during the year:

2022 2021

$°000 $°000
At January 1 8,701,040 9,014,922
Purchases 104,328 202,269
Disposals (103,465) (498,749)
Fair value losses (80,600) (17,402)
At December 31 8,621,303 8,701,040

108



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Notes to the Separate Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2022 2021
$°000 $°000
11. Due from Related Parties

Parent company 3,818,039 3,816,670
Subsidiary companies 23,515 23,515
Fellow subsidiary and associates 728,343 728,343
4,569,897 4,568,528

Provision for impairment (4,569,897) (4,568,528)

These related companies are in liquidation and CLICO is in the process of trying to recover these funds
and no right of offset against due to related parties is possible.

2022 2021
$°000 $°000
12. Loans and Other Receivables

Accrued investment income 118,022 117,077
Sundry debtors and prepayments 239,930 36,701
Promissory notes 243 243
Mortgages - 351
358,195 154,372
2022 2021
$°000 $°000

The analysis below discloses the gross amounts before

transfer to assets held for sale:

Accrued investment income 118,022 117,077
Policy loans and other debtors 43,562 43,899
Promissory notes 302,477 302,477
Mortgages 62,326 62,310
Policy loans 201,461 204,321
727,848 730,084
Provision for impairment (369,653) (372,527)
358,195 357,557
Assets held for sale (Note 14) - (203,185)
358,195 154,372
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12. Loans and Other Receivables (continued)

The table below illustrates the movement of the provision for impairment during the year.

Promissory Policy Rental
Notes Mortgages Loans Income Due _ Total
$°000 $°000 $°000 $°000
As at December 31, 2021 302,234 61,959 1,136 7,198 372,527
Write back - - (3,273) (3,273)
Impairment - 33 - 399
As at December 31, 2022 302,234 62,325 1,169 3,925 369,653
During the year, $399 (2021: $3,300) was impaired in loans and receivables.
2022 2021
$°000 $°000
13. Cash and Balances with Banks and Short-term Deposits
Deposits maturing less than three months 1,126 4,569
Cash at bank 470,752 309,138
471,878 313,707
2022 2021
$°000 $°000
14. Assets Held for Sale/Discontinued Operations
Assets Held for Sale
Investment properties 58,000 45,750
Government securities - bonds - 6,933,815
Loans and receivables - 203,185
58,000 7,182,750
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2022 2021
$°000 $°000
14. Assets Held for Sale/Discontinued Operations (continued)
Liabilities directly associated with assets held for sale
Insurance contracts - 6,454,239
Investment contracts - 1,224,926
- 7,679,165

In accordance with IFRS 5, Non-Current Assets Held for Sale and Discontinued Operations, the
following conditions must be met, inter alia, for an asset (or disposal group) to be classified as held for
sale:

(@ Management is committed to a plan to sell;
(b) The asset is available for immediate sale;

(c) The sale is highly probable, within 12 months of classification as assets held for sale; and

(d) Actions required to complete the plan indicate that it is unlikely that the plan will be significantly
changed or withdrawn

With respect to the assets that relate to the SPA signed with SAGICOR, the Privy Council’s dismissal
of the Central Bank’s appeal to the granting of Leave for the Judicial Review and the fact that the
hearing of the substantive case has not yet commenced and will very significantly impact the timeframe
as well as increased the uncertainty with regard to the execution of the SPA. Management is therefore
of the view that there is a very high probability that the conditions at ¢) and d) above will not be met
for the appropriate application of assets to be classified as held for sale.

Therefore, as at December 31, 2022 the assets and liabilities that relate to the SPA signed with
SAGICOR are no longer classified as assets held for sale and liabilities directly associated with assets
held for sale.

Investment properties includes sales agreements for the sale of five investment properties.

During the year, investment properties in the amount of $25,900 (2021: $68,200) were disposed of by
CLICO and acquired by a related party.
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14. Assets Held for Sale/Discontinued Operations (continued)

2022 2021
Notes $°000 $°000
Balances associated with assets held for sale disclosed
in the Statement of Profit or Loss
Investment income 468 390,477
Net fair value gain (loss) on assets at fair value
through profit or loss - 442
Loss on trading managed funds units - (13,532)
Gain (loss) on revaluation of investment properties 1,250 (3,100)
Administration and asset management fees - 6,435
Impairment loss of financial assets - (40,098)
Net results from investing activities 1,718 340,624
Expenses for administration (1,308) (77,347)
Investment contract movements 29 - (42,424)
Revaluation loss on managed funds liabilities - (442)
Operating expenses (1,308) (120,213)
Net single line disclosure in the Statement of Profit or Loss 410 220,411
Net results from insurance activities - (104,329)
Net total 410 116,082
Balances associated with assets held for sale
disclosed in the statement of other
comprehensive income
Other comprehensive loss - (72,692)
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14. Assets Held for Sale/Discontinued Operations (continued)

2022 2021
$°000 $°000
Cash flows from discontinued operations
Operating profit before taxation 410 116,082
Adjustments for:
(Gain) loss on revaluation of investment properties (1,250) 3,100
Investment income (468) (390,477)
Impairment loss of financial assets - 40,098
Investment contract movement - (42,424)
Gain on trading Managed Funds units - (13,532)
Shareholders’ funds transferred to Managed Funds - 23,275
Fair value gain through profit or loss - (1,157)
Operating loss before changes in working capital (1,308) (265,035)
Changes in:
Investment contracts - 5,672
Net cash used in operating activities (1,308) (259,363)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of investment properties 11,750 8,150
Interest received 468 394,669
Net cash from investing activities 12,218 402,819
Cash and cash equivalents 10,910 143,456
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2022 2021
$°000 $°000
15. Share Capital
Authorised
An unlimited number of ordinary shares of no par value
Issued
2,950,000 ordinary shares of no par value 14,750 14,750

Holders of these shares are entitled to dividends as declared from time to time. However, as a result of
Central Bank intervention, and the issue of the redeemable preference shares, the Company cannot
make dividend payments to ordinary shareholders until the full discharge of the obligation to repay all

of the preference shares.

The Company is not allowed to issue any further ordinary shares except with the approval of the

preference shareholder.

16. Valuation Reserves

Managed Marketable Land and

Funds Securities Buildings Total

$°000 $°000 $°000 $°000
Year ended December 31, 2022
Balance at December 31, 2021 169,621 1,785,694 111,152 2,066,467
Items that will not be reclassified

to profit and loss
Reclassification of gain on disposal of

equity investments at FVOCI to

accumulated surplus - (8,501) - (8,501)
Equity investments at FVOCI and land

and buildings:

Net change in fair value - (149,831) 583 (150,414)
Deferred tax adjustment - ( 9,462) - (9,462)
Items that are or may be reclassified

subsequently to profit and loss
Debt investments at FVOCI:

Net change in fair value - (70,432) (70,432)
Net movement in Trustee’s units held in

Managed Fund 27,382 - - 27,382
Balance at December 31, 2022 197,003 1,547,468 111,735 1,856,206
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16.  Valuation Reserves (continued)

Managed Marketable Land and
Funds Securities Buildings Total
$°000 $°000 $°000 $°000

Year ended December 31, 2021
Balance at December 31, 2020 161,207 1,741,703 111,783 2,014,693

Items that will not be reclassified
to profit and loss

Reclassification of gain on disposal of
equity investments at FVOCI to

accumulated surplus - (47,789) - (47,789)
Equity investments at FVOCI and land

and buildings:

Net change in fair value - 133,548 (631) 132,917

Items that are or may be reclassified
subsequently to profit and loss
Debt investments at FVOCI- :

Net change in fair value - 30,924 - 30,924
Net change in fair value arising from

assets held for sale 8,414 (72,692) - (64,278)
Balance at December 31, 2021 169,621 1,785,694 111,152 2,066,467

Valuation reserves relate to the fair value movements in the marketable securities, land and buildings
and managed funds.

2022 2021
$°000 $°000
17. Insurance Contracts

Long-term Insurance Contracts - Note 17.3 (a) 6,139,437 6,228,774
Short-term Insurance Contracts - Note 17.3 (b) 2,113 3,599
6,141,550 6,232,373
Claims admitted or initiated but not yet paid 228,528 221,866
6,370,078 6,454,239
Liabilities directly associated with assets held for sale (Note 14) - (6,454,239)

Total policyholders’ liabilities 6,370,078 -
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17.

Insurance Contracts (continued)

17.1 Actuarial valuation

The Company’s Appointed Actuary, Simone Brathwaite, in her report dated March 20, 2023,
stated that the aggregate amount of the liabilities of the Company in relation to its long-term
insurance business registered in Trinidad and Tobago as at December 31, 2022 amounted to
$6,370,078 (2021: $6,454,239) and does not exceed the aggregate value (as provided by the
Company) of the assets supporting policyholder liabilities.

The Caribbean Policy Prenium Method (CPPM) was used as a minimum basis for valuing long-
term insurance liabilities as described in the Insurance Act. However, the current Insurance Act
of Trinidad and Tobago provides that no policy shall be treated as an asset wherecas CPPM allows
negative reserves. Thus, CPPM is applied with a zero reserve floor in this valuation. This method
uses a traditional discounted cash flow valnation platform.

The actuary valued the policy liability by projecting future policy cash flows, and then
discounting these cash flows to the reporting date at risk adjusted interest rates. Due to uncertainty
in the future experiences, margins for adverse deviation from the Company’s recent experiences
are added in deriving future policy cash flows.

COVID-19 Considerations

COVID-19 was officially deemed a pandemic by the World Health Organization (WHO) on
March 11, 2020. CLICO has continuously monitored the impact of COVID-19 throughout the
year and has noted that year-to-date pandemic experience on its insured population has not been
material.

Mortality

Over 90% of CLICO’s actuarial reserves consists of deferred and pay out annuities where higher
mortality is favourable for the aggregate business. As part of the COVID-19 stress testing,
mortality rates were increased by 20% for all lines of business for 2021 and 2022, this resulted in
a reserve release of $12,100. The Company has also been tracking deaths reported on its smaller
Ordinary Life business. Thus far 48 reported deaths in this portfolio were due to COVID-19 in
2022.
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17. Insurance Contracts (continued)

17.1 Actuarial valuation (continued)
COVID-19 Considerations (continued)

Policyholder Behavior

The Company also tracked premium payment and termination experience this year to compare
with historical experience in order to detect if there is potential deviation due to COVID-109.
Similar to mortality experience, policyholder behaviour experience has not deviated materially
compared to prior years. In addition, the aggregate business is relatively insensitive to change in
premium persistency and lapse rates, as demonstrated in experience updates.

Interest Rate

Most of company’s existing assets backing actuarial reserves consists of Government of Trinidad
and Tobago (GOTT) bonds. A reduction in interest rate will increase the market value of inforce
assets, which will partially offset the impact on reserve changes due to lower valuation interest
rates. Also, the Government Trinidad and Tobago has not given any indication that it intends to
reduce the yield curve in response to COVID-19. Therefore, no provision is made on this account.

No provision was made for COVID-19 as of December 31, 2022. The Company plans to continue
monitoring experience as it emerges and adjust actuarial reserves as needed, in accordance with
existing valuation methodologies.

17.2 Long-term and short-term life insurance contracts - assumptions and sensitivity

() Process used to decide on assumptions

At each reporting date, the valuation assumption for each component of policy cash flows
consists of an assumption for the expected experience and, separately, a margin for adverse
deviation that reflects the degree of uncertainty in the expected experience assumption. The
expected experience and the margin reflect the latest current experiences.
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17.

Insurance Contracts (continued)

17.2 Long-term and short-term life insurance contracts - assumptions and sensitivity
(continued)

()

Process used to decide on assumptions (continued)

The assumptions used for the long-term insurance contracts disclosed in this note are as
follows:

Mortality

For long-term life insurance policies, the mortality assumptions are made based on 1986-92
Canadian Institute of Actuaries Select and Ultimate mortality tables. An investigation into
the Company’s mortality experience is performed, and the mortality tables are adjusted to
reflect the Company’s experience and territory differences. Additional margin was provided
for uncertainty in setting the expected mortality assumptions.

For all immediate and deferred payout annuity policies, the mortality assumptions are based
on 1994 Group Annuitant Mortality Static tables. Mortality improvement is assumed for
past and future years. Additional margin was provided for uncertainty in setting the expected
mortality assumptions.

Lapses

Future lapses were assumed in valuing the actuarial liabilities of the individual life
insurance, universal life insurance and FPA business based on the Company’s experience
since 1999. Additional margins were provided for uncertainty in setting the expected lapse
assumptions.

Interest rates

Valuation interest rate assumptions are determined based on the following information:

i. Projected investment income and market values of all assets supporting policyholder
liabilities at December 31, 2022
ii. Margined liability cash flows at December 31, 2022

iii. Trinidad and Tobago Treasury yield curve as at December 31, 2022

iv. Yield curve used for reinvestment and disinvestments.

Additional allowances are made for investment income tax, investment expenses, asset
default and asset/liability mismatch.

The assets supporting policyholder liabilities as of December 31, 2022 are meant to support
Ordinary Long-term Insurance Business, EFPA, GAP and GAAPP.

In addition, as suggested in the Guidance Note document on the Quantitative Impact Study
(QIS) published by the Central Bank, the expected return on equities from the combination
of dividend, capital growth and maturity proceeds for a consistent term should not exceed
return on government debt instruments plus 1%.
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17. Insurance Contracts (continued)

17.2 Long-term and short-term life insurance contracts - assumptions and sensitivity

(continued)

(@) Process used to decide on assumptions (continued)

Expenses

Policy administrative expense assumptions are made based on the Company’s operating
experience during the year of valuation. An expense study is performed by the Company,
and a per-policy administrative expense is derived from the results of the analysis. A future
expected rate of expense inflation is assumed based on the actual rate of inflation in Trinidad

and Tobago during the year of valuation.

Morbidity assumptions

Critical illness morbidity rates were based on rates supplied by Swiss Re and a margin for

adverse deviation is added.

(c) Change in assumptions

The following table presents changes in assumptions from the prior year valuations and
their impact on the value of insurance liabilities in the current year.

Increase Percentage of
Reason for (Decrease) Change (as %
Change in Assumption in Policy of total
Assumption Assumption Change Liabilities liabilities)
($°000)
. . . Update historical
Annuitant Change in mortality mortality 8.926 0.15%
Mortality multiple .
improvement
Future Update base year Consistent future
mortality P se y : (3,424) -0.06%
. of MI projection mortality
improvement iy '
or annuities improvement
Update lapses for
FPAs, UL and
Lapse rates TRAD. Performed (1,316) -0.02%

a Multiflex lapse
study for first time.

Reflected recent
lapse experience
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17. Insurance Contracts (continued)

17.2 Long-term and short-term life insurance contracts - assumptions and sensitivity

(continued)

(b) Change in assumptions (continued)

Increase Percentage of
Reason for (Decrease) Change (as %
Change in Assumption in Policy of total
Assumption  Assumption Change Liabilities liabilities)
($°000)
Updated premium
persistency vectors
. for UL and FPAS. Reflected recent
Premium Performed a .
) . premium (3,721) -0.06%
persistency Multiflex lapse experience
study for the first P
time.
Reflected new
mortality multiple Reflected recent 0
Annuitization and updated annuitization 12,824 0.21%
guarantee annuitization % for ~ experience
Multiflex
Per policy Update to unit Update(_j expenses 8.082 0.15%
expense expenses and policy count
Change in valuation  Changes in asset (51,824) -0.85%

Interest rates

interest rates

values
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17.

Insurance Contracts (continued)

(continued)

(c) Sensitivity analysis

The following tables present the sensitivity of the value of insurance liabilities disclosed in

17.2 Long-term and short-term life insurance contracts - assumptions and sensitivity

this note to movements in the assumptions used in the estimation of insurance liabilities.

As at December 31, 2022

Increase

Change in (Decrease) in
Variable Variable Policy Liabilities  Change
$°000 %

Parallel shift of valuation 100 basis points 687,391 11.51
Change in per-policy

maintenance expense 10% 45,460 0.76
Change in rate of inflation 100 basis points 49,944 0.84
Reduction in lapse rate 100 basis points 4,586 0.08
Change in mortality rate 10% 103,041 1.73
As at December 31, 2021

Increase
Change in (Decrease) in
Variable Variable Policy Liabilities Change
$°000 %

Parallel shift of valuation 100 basis points 718,809 11.82
Change in per-policy

maintenance expense 10% 47,448 0.78
Change in rate of inflation 100 basis points 53,932 0.89
Reduction in lapse rate 100 basis points 4,845 0.08
Change in mortality rate 10% 104,680 1.72
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17. Insurance Contracts (continued)

17.3 Movement in insurance liabilities

(@) Long-term insurance contracts with fixed terms and guaranteed amounts

2022 2021

$°000 $°000
At beginning of year 6,228,774 6,315,365
Impact of in force movement (47,466) (75,168)
Impact of assumption change (29,551) (25,265)
Impact of correction and model refinement (12,320) 13,842
At end of year 6,139,437 6,228,774

(b) Short-term insurance contracts with fixed terms and guaranteed amounts

2022 2021
$°000 $°000
At beginning of year 3,599 7,479
Other movements (1,486) (3,880)
At end of year 2,113 3,599
2022 2021
$°000 $°000
18. Investment Contracts
Managed funds (a) 767,122 -
Deposit administration contracts 476,006 -
EFPA investment contracts (b) 101,339 146,939
1,344,467 146,939

(@) The benefits offered under the Company’s investment contracts are mainly based on the return
on the assets of the Company. This investment mix is unique and cannot be replicated by any
benchmark indicator or combinations thereof with sufficiently high correlation to the assets of the
Company. The Company communicates the performance of these contracts, by the change in the
unit values for Managed Funds, and by the rate of interest credited for deposit administration
contracts.
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18.

Investment Contracts (continued)

(@)

(b)

(continued)

The assets backing Managed funds liabilities are included in the relevant balances in the statement
of financial position. The carrying values of assets pledged for these liabilities are as follows:

2022 2021
$°000 $°000
Government securities (Note 10) 897,712 925,047

The Company classifies EFPA as an investment contract under IFRS 9. To ensure the adequacy
of the liability to cover the minimum guarantees, the liability is set to the maximum of the account
value and the aggregate present value of projected benefits assuming the account value continues
to accumulate under contractual minimum guaranteed credited rate until maturity.

In 2015 the Company began its First Partial Distribution of cash to Statutory Funds STIPs
policyholders including the Government. The total value of this distribution during 2015 was
$4,900,000 to both the Government and individuals who did not accept the Government’s
previous offer in 2011.

The remaining EFPA Investment Contracts have been valued taking into consideration the
residual balance of the STIP contracts assigned to the GORTT by policyholders who accepted the
Government’s pay-out offer in 2011. This offer involved policyholders accepting a pay-out value
equivalent to the policy value as at the last renewal date before September 10, 2010, less principal
withdrawals, and the policyholders assigning their policy to the Government. These policies,
now assigned to GORTT, are valued at the pay-out value. The remainder of the EFPA contracts
(for policyholders who did not accept the Government’s 2011 offer) were valued at the fund value
basis with margins on exchange rates.

Retail EFPA policies over the maximum contractual maturity age have matured and the account
value of $46,660 was moved to accounts payable. The accumulated balance continues to be
available for payment to non-related party EFPA policyholders. The balance of $46,660 will not
accrue at the minimum guaranteed contractual rates under the EFPA policy after maturity.
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19.

20.

Mutual Fund Obligations
The Company is the advisor, manager and distributor of the Colonial Life Family of Funds.

The Company guaranteed the principal and interest to the unit holders of the Core (Series VI) and
Power (Series V1) Funds. The original guarantee was for the principal and for a specified interest rate
of return over a specified period of time.

The Company has a mutual fund obligation liability of $7,012 (2021: $42,661) at the reporting date. In
prior years this value was an estimate of the liability that the Company is exposed to should the Core
(Series VI) and/or Power (Series V1) not perform to the level of the guarantee. This estimate for 2022
continues to be based on the level of acceptance of the GORTT’s pay out offer to Core (Series VI) unit
holders.

In 2022, there were significant surrenders of Power (Series VI) Funds policies with an account value
of $36,656. This amount is included in accounts payables.

No management fee was accrued for 2022 (2021: $NIL).

2022 2021
$°000 $°000
Due to Related Parties
Current accounts with related parties are as follows:
Affiliates 128,893 129,389

The balance due to affiliates are unsecured and interest free. There are no fixed repayment terms.
Affiliates are entities under common control.
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21.

2022 2021
$°000 $°000
Loans and Borrowings
Non-current liabilities
Lease liabilities - 1,432
- 1,432
Current liabilities
Redeemable preference shares 1,029,357 1,212,016
Current portion of lease liabilities 2,827 2,054
Total 1,032,184 1,215,502

Redeemable preference shares

All issued preference shares are fully paid. Redeemable preference shares do not carry the right to vote
and rank equally with other shares with regard to the Company’s residual assets, except that holders of
redeemable preference shares participate only to the extent of the face value of the shares.

These redeemable cumulative preference shares carry an annual dividend rate of 4.75 percent of the
par amount. There is no specified repayment date for the preference shares. Repayment is based on
the discretion and the availability of funds by the Company. The repayment is expected to occur within
the next five years based on the plans for the sale of the traditional portfolio.

Reconciliation of Movements of Liabilities to Cash Flows Arising from Financing Activities

2022 2021
$°000 $°000
Balance at January 1 1,405,400 1,710,072
Changes from financing cashflows
Repayment of borrowings (182,659) (372,327)
Total changes from financing cashflows 1,222,741 1,337,745
Other changes liability-related
Interest payment - (10,515)
Interest expense 54,157 78,170
54,157 67,655
Total liability-related other changes 28,257 (468,859)
Balance at December 31 1,276,898 1,405,400

Non-cash payments of $25,900 (2021: $547,000) occurred during the year in relation to interest
expense and principal repayments in 2021.
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2022 2021
$°000 $°000
22. Accounts Payable
Due to GORTT 42,926 14,669
Other payables 216,557 194,600
EFPA maturities payable (Note 18) 46,660 -
Mutual fund surrenders payable (Note 19) 36,656 -
Managed Fund 5,622 5,622
348,421 214,891

Included in account payable are EFPA contracts over the maximum contractual maturity age have
matured with an account value of $46,660 and surrenders of mutual funds in the amount of $36,656.

Included in Other payables is $180,000 (2021: $180,000) due to the Mutual Funds.

2022 2021
$°000 $°000
23. Net Insurance Premium
Insurance premium

Long-term insurance contracts 136,639 125,080
Short-term insurance contracts 31,423 46,076
168,062 171,156

Insurance premium ceded to reinsurers
Long-term reinsurance contracts (2,405) (3,620)
Short-term reinsurance contracts (2,818) (1,104)
(5,223) (4,724)
Net insurance premium 162,839 166,432
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24. Insurance Benefits and Claims

Long-term insurance contracts

- Death, maturity and surrender benefits
- Pensions and lump sum benefits

- Other terminations

Short-term insurance contracts
- Health benefits
- Death claims

Insurance benefits and claims

25. Investment Income

Net income from financial instruments designated at FVTPL

Net income from financial instruments measured at FVOCI
Short-term deposits

Government securities

Loans and advances

Equities

Rental income

Other income
Bank accounts
Other income

2022 2021
$°000 $°000
47,488 38,585
332,849 282,595
363 378
380,700 321,558
8,433 21,396
23,547 15,678
31,980 37,074
412,680 358,632
2022 2021
$°000 $°000
88,672 42,854
19 1,760
353,837 362,119
958 1,110
254,356 258,989
11,933 12,962
11 11
118 10,960
709,909 690,765
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26. Gain on Sale of Investments and Other Assets

Property and equipment
Company equities

27. Other Income

Administration charges - Group Health
D.A.C service fees
Exchange gains

28. Expenses for Administration

Employee costs
Marketing

Professional fees
Depreciation

Directors fees

Repairs and maintenance
Net write offs and write backs
Withholding tax

Utilities

Office expenses

Other expenses

2022 2021
$°000 $°000
. 6
: 60,031
. 60,037
2022 2021
$°000 $°000
566 343
839 1,454
8,926 2,859
10,331 4,656
2022 2021
$°000 $°000
31,617 29,186
391 37
45,466 37,040
4,976 5,719
619 552
9,607 10,097
(1,189) 4,405
96 18
5,016 3,088
8,030 12,754
5,878 18,653
110,506 121,549
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2022 2021
$°000 $°000
29. Investment Contract Movements
Deposit Administration funds 9,482 11,168
Managed funds 24,966 31,256
Movement in EFPA
- Due to policyholders not accepting GORTT offer 5,912 3,776
40,360 46,200
2022 2021
$°000 $°000
30. Finance Costs
Interest on debt securities 54,157 78,152
Other finance costs, net 317 295
54,474 78,447
2022 2021
$°000 $°000
31. Taxation
(i) Tax expense for the year
Current tax 5,119 4,241
Change in estimate related to prior year (91) -
5,028 4,241
Deferred tax (127) 914
Change in estimate related to prior year 1,662 -
6,563 5,155
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31.

Taxation (continued)

(i)

(iii)

Tax reconciliation

The following is a reconciliation between tax and accounting profit multiplied by the applicable

tax rate:

Profit before taxation

Tax calculated at the rate applicable to each

of insurance business

Tax effect of income not subject to tax
Tax effect of expenses not deductible

Utilisation of prior year tax losses

Change in estimate related to prior year - current tax
Change in estimate related to prior year - deferred tax

Tax expense

Deferred taxation

At the beginning of the year
Credited to equity
Charged to income statement

December 31, 2022

Accelerated tax depreciation
Short term reserves
and unexpired risks
Unrealised gains on
Investments*

2022 2021

$°000 $°000

300,163 372,765

2,498 26,456

(124,309) (139,730)

128,976 118,881

(2,173) (542)
(91) -
1,662 -

6,563 5,155

2022 2021

$°000 $°000

16,462 17,314

(9,462) 62

(1,535) (914)

5,466 16,462

Balance Charged Balance
brought Charged to profit carried
forward _ to equity or loss forward
$°000 $°000 $°000 $°000

12 - (1,534) (1,522)

6,988 - - 6,988
9,462 (9,462) - -

16,462 (9,462) (1,534) 5,466
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31. Taxation (continued)

(iii) Deferred taxation (continued)

Balance Charged Balance
brought Charged to profit carried
forward to equity or loss forward
$°000 $°000 $°000 $°000
December 31, 2021
Accelerated tax depreciation 926 - (914) 12
Short term reserves
and unexpired risks 6,988 - - 6,988
Unrealised gains on
investments 9,400 62 - 9,462
17,314 62 (914) 16,462

* During the year, management identified the error in recording deferred tax on fair value changes
in gains or losses in equity investment. Dividend on equity investments does not attract taxation
in Trinidad and Tobago and as a result will not affect future tax input in the disposal of such
assets.

32. Related Party Balances and Transactions

At the year end, the Company was 51% owned by C L Financial Limited and 49% owned by the
Government of the Republic of Trinidad and Tobago. A number of transactions are entered into with
related parties in the normal course of business. The related party balances and transactions for the

year are as follows:

2022 2021
$°000 $°000
Statement of Financial Position - Assets
Fellow subsidiary companies
Investment in associates 905,857 722,553
Associated companies
Investment in associates 24,648 19,450
Subsidiary companies
Investment in subsidiaries 2,283,408 2,607,275
Government
Assets held for sale (Note 14) - 6,933,815
Investment securities 8,250,376 1,381,150
Total related party assets (carried forward) 11,464,289 11,664,243
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32. Related Party Balances and Transactions (continued)
Total related party assets (brought forward)

Statement of Financial Position - Liabilities

Government

Debt securities issued
Lease liabilities
Accounts payable

Fellow subsidiary companies

Due to related parties

Other related parties

Mutual fund obligation

Total related party liabilities

Net assets with related parties

Statements of Profit or Loss and Other Comprehensive
Income - Income

Fellow subsidiary companies

Premiums

Investment income — dividends received

Government
Investment income — bonds

Associated companies
Investment income — dividends received

Total income from related parties (carried forward)

2022 2021
$°000 $°000
11,464,289 11,664,243
1,029,357 1,212,016
2,827 3,486
42,926 14,669
128,893 129,389
187,012 222,661
1,391,015 1,582,221
10,073,274 10,082,022
3,458 3171
246,357 241,517
408,017 404,528
843 738
658,675 649,954
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2022 2021
$°000 $°000
32. Related Party Balances and Transactions (continued)
Total income from related parties (brought forward) 658,675 649,954
Statement of Profit or Loss — Expenses
Government
Interest on preference share - GORTT 54,157 78,152
Fellow subsidiary companies
Insurance benefits 3,054 2,650
Medical services 34 36
Other 3,190 2,829
Associated companies
Advertising expense 11 11
Total expenses with related parties 60,446 83,678
Net profit from related parties 598,229 566,276
Key management compensation
Salaries and other short-term benefits 2,881 2,598

33. Leases
(@) Leases as lessee

The Company leases part of a property on which its Head Office is housed. The lease runs for a
period of two years, with an option to renew the lease after that date for one year. The lease
provides for additional rent payments. The Company is restricted from entering into any sub-lease
arrangements. The lease expires in 2023 with the Company utilising the one year renewal.

The Company leases IT equipment with contract terms of one to three years. Theses leases are
short-term and/or leases of low-value items. The Company has elected not to recognise right-of-
use assets and lease liabilities for these leases.

Information about lease for which the Company is a lessee is presented on the next page.
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33. Leases (continued)

(i)

(ii)

Right-of-use assets

Right-of-use assets related to leased properties that do not meet the definition of investment property are
presented as property and equipment (Note 6)

Land and
buildings
$°000
2022
Balance at January 1 3,878
Adjustment to right-of- use assets 287
Depreciation charge for the year (2,680)
Balance at 31 December 1,485
2022 2021
$°000 $°000
Amounts recognised in profit or loss
Interest on lease liabilities 206 368
Expenses relating to short-term leases - -
Expenses relating to leases of low-value assets, excluding
short-term leases of low-value assets - -
2022 2021
$°000 $°000

(iii) Amounts recognised in statement of cash flows

(iv)

Total cash outflow for leases - -

During the year, the Company made lease payments on its right-of-use assets.
Extension options

Some property leases contain extension options exercisable by the Company up to one year before the end
of the non-cancellable contract period. Where practicable, the Company seeks to include extension options
in new leases to provide operational flexibility. The extension options held are exercisable by the Company
and not by the lessors. The Company assesses at the lease commencement date whether it is reasonably
certain to exercise the extension options. The Company reassesses whether it is reasonably certain to
exercise the options if there is a significant event or significant changes in circumstances within its control.

The Company has estimated that the potential future lease payments, should it exercise the extension
option, would result in a lease liability of $7,000.
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33. Leases (continued)

(b) Leases as a lessor

The Company leases out its investment property consisting of its owned commercial properties.
All leases are classified as operating leases from a lessor perspective, because they do not transfer
substantially all of the risks and rewards incidental to the ownership of the assets. (Note 3) sets
out information about the operating leases of investment property.

Rental income recognized by the Company during 2022 amounted to $11,933.

The following table sets out the maturity analysis of lease payments, showing the undiscounted
lease payments to be received after the reporting date.

2022 2021
$°000 $°000
Less than one year 951 558
One to two years 55 1,673
Two to three years - -
Three to four years - -
Four to five years - -
More than five years - -
1,006 2,231

34. Contingent Assets, Liabilities and Commitments

(a) The Company had given a guarantee to the Supervisor of Insurance Barbados agreeing to indemnify
policyholders against any losses suffered as a condition of the transfer of its long-term portfolio to
a fellow subsidiary incorporated in Barbados.

(b) There were a number of legal proceedings pending against the Company at the reporting date. A
loss reserve of $90,000 has been made (2021: $90,000). No further provision has been made as
professional advice indicates that it is unlikely that any significant loss will arise.

(c) Legal Action — CLICO Energy Limited, now Process Energy ( Trinidad) Limited

In 2012 CLICO and CLF as Joint Claimants filed legal action against the purported purchaser of
shares in CLICO Energy (Trinidad) Limited (CEL). 51% shareholding of CEL is held in the name
of CLF, of which 17% of the shares is held in Trust by CLF for CLICO. The legal action sought
to set aside the Purchase and Sale Agreement (PSA) that resulted in the sale of the CEL / (PETL)
shares by CLF to the Purchaser and to restore the shareholdings to the status quo before the sale in
2009.

The Court delivered its judgement in September 2021. The Court declared the PSA between CLF
and the Purchaser to be void. The matter is under appeal.
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34. Contingent Assets, Liabilities and Commitments (continued)

(c) Legal Action — CLICO Energy Limited, now Process Energy ( Trinidad) Limited
(continued)

The Court ordered inter alia that:

(i) The Purchaser immediately restore or cause the restoration to CLF of the said 51% of the
PETL shares.

(i) The Purchaser provide an account of all dividends and/or distributions made by PETL in
connection with the said PETL shares which are the subject of the proceedings from the date
of acquisition of the same to the date of restoration of the said shares.

(ili) The Claimants repay to the Purchaser the proceeds of the purported sale in the purchase price
with interest by December 2021.

(iv) The Purchaser and PETL have since appealed the Court’s decision and have applied for a Stay
of the Court’s Order pending the determination of the Appeal.

35. Principal Associated Undertakings

Percentage
Quoted Country of Origin Activity Ownership*
2022 2021
% %
LJ Williams Limited Trinidad and Tobago Trading 21 21
Unquoted
CL World Brands Limited Scotland Beverage 42 42

Manufacturing
* Percentage ownership equates to voting rights.
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36.

37.

Principal Subsidiary Undertakings

Percentage
Unquoted Country of Origin Activity Ownership*
2022 2021
% %
Methanol Holdings
International Limited St. Kitts and Nevis Energy — Methanol 56.53 56.53
Premium Security
Services Limited Trinidad and Tobago Security (Protective) 100 100

Services
The subsidiaries year end is December 31.

*Percentage ownership equates to voting rights.

Events after the Reporting Date

To ensure compliance with regulatory requirements CLICO has embarked on the process to sell the
portion of its MHIL shares outside regulations.
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COLONIAL LIFE

INSURANCE COMPANY [TRINIDAD] LIMITED

PO. Box 443, 28 St. Vincent Straat, Port of Spalin, Republic of Trinidad & Tobagoe, W.I.
Tek (865) 523-1421, Fax: (866) 627-3821, Emai; info@clico.com, Website:xclico.com

Statement of Management’s Responsibilities
Colonial Life Insurance Company (Trinidad) Limited

Management is responsible for the following:

e Preparing and fairly presenting the accompanying consolidated financial statements of
Colonial Life Insurance Company (Trinidad) Limited (CLICO) and its subsidiaries (the
Group), which comprise the consolidated statement of financial position as at December
31, 2022, the consolidated statements of profit or loss, other comprehensive income,
changes in equity and cash flows for the year then ended and notes, comprising significant
accounting policies and other explanatory information;

e Ensuring that the Group keeps proper accounting records;

e Selecting appropriate accounting policies and applying them in a consistent manner;

e Implementing, monitoring and evaluating the system of internal control that assures
security of the Group’s assets, detection/prevention of fraud and the achievement of the
Group’s operational efficiencies;

e Ensuring that the system of internal control operated effectively during the reporting
period;

e Producing reliable financial reporting that complies with laws and regulations, including
the Companies and Insurance Acts; and

e Using reasonable and prudent judgment in the determination of estimates.

In preparing these consolidated financial statements, management utilised the International
Financial Reporting Standards, as issued by the International Accounting Standards Board and
adopted by the Institute of Chartered Accountants of Trinidad and Tobago. Where International
Financial Reporting Standards presented alternative accounting treatments, management chose
those considered most appropriate in the circumstances.

Certain directives issued by the Central Bank of Trinidad and Tobago have resulted in the
curtailment of the Group’s operations. Subject to Note 1 thereafter, the Group continues to
maintain its operations in the normal course of business and continues to operate as a going
concern.

Management affirms that it has carried out its responsibilities as outlined above.

W\ LRSS

Zaife Gomez-Miller Stacel Peters-Scipio
ecutive Chairman Chief Financial Officer
Date: March 31, 2023 Date: March 31, 2023

DIRECTORS: Claire Gomez-Miller [Executive Chairman’; Charles De Silva; Delia Joseph; Martin Franklin; Ulric Miller.




Actuary’s Report

1.5. Opinion of the Appointed Actuary

The actuarial certificates are required by the Insurance Act and Regulation 18 of the Insurance (Caribhean
Policy Premium Method) Regulations.

1.5.1. Actuarial Certification — Long-term insurance

and investment contracts
This actuarial certificateis provided in accord ancewith the provisions of the Insurance Act, with respect
to CLICO's long-term insurance business.

have examined the financial position and valued the policy liabilities and other actuarial liabilities, and
reinsurance recoverables, of Colonial Life Insurance Company (Trinidad ) Limited (CLICO ) foritsstatement
of financial position as at December 31, 2022 and the corresponding changes in the statement of income
for the year then ended 2022.

certify that:

a. lam currently in good standing with my goveming actuarial accreditation body;
b.  Imeet the appropriate qualification standards;

c.  lam familiarwith the actuarial valuation and capital adequacy requirements applicable to insurers
carrying on long-term insurance husiness in Trinidad and Tobago; and

d. |havecomplied with the requirementsofthe Insurance Act, 2018 and applicable Regulations made
thereunder.

n my opinion-
a. Themethods and procedures used in the verification of the valuation dataare sufficient and reliable

and fulfil acceptable standards of care;

b. Themethods and assumptions used to calculate the policy liabilities and other actuarial liahilities are
appropriate to the circumstances of the insurer and of the underlying policies and claims; and

¢. Thepaolicy liabilities and other actuarial liabilities represented in the statement of financial position of
CLICO amounting to 5TT 7,394,111,422° and the reinsurance recoverahles of -5TT 11,544,758 make
proper provision for all policy ohligations and the insurance retums fairly presents the results of the
valuation.

Simone Brathwaite, FClA, FS&, CERA March 20, 2023
Appointed Actuary, CLICO




Actuary’s Report (continued)

1.5.2. Actuarial Certification — Short-term insurance and

investment contracts

This actuarial certificate and opinion are provided in accordance with the requirements of the Insurance
Act with respect to the short-term investment business (EFPA).

| have examined the financial position and valued the short-term investment policy liabilities of Colonial
Life Insurance Company (Trinidad) Limited (CLICO) for its statement of financial position as at December
31, 2022 and the corresponding changes in the statement of income for the year then ended 2022.

| certify that:

a.
b.

C.

| am currently in good standing with my governing actuarial accreditation body;
| meet the appropriate qualification standards;

| am familiar with the actuarial valuation and capital adequacy requirements applicable to insurers
carrying on short-term insurance business in Trinidad and Tobago; and

| have complied with the requirements of the Insurance Act, 2018 and applicable Regulations made
thereunder.

In my opinion-

The methods and procedures used in the verification of the valuation data are sufficient and reliable

a.
and fulfil acceptable standards of care;

b. The methods and assumptions used to calculate the policy liabilities are appropriate to the
circumstances of the insurer and of the underlying policies and claims; and

c. The policy liabilities represented in the statement of financial position of CLICO amounting to STT
103,451,767 make proper provision for all policy obligations and the insurance returns fairly presents
the results of the valuation.

Simone Brathwaite, FCIA, FSA, CERA March 20, 2023

Appointed Actuary, CLICO




KPMG

Chartered Accountants
Savannah East

11 Queen’s Park East

P.O. Box 1328 Tel: (868) 612-KPMG
Port of Spain Email: kpmg@kpmag.co.tt
Trinidad and Tobago, W.I. Web: https://home.kpmg/tt

Independent Auditors’ Report
To the Shareholders of Colonial Life Insurance Company (Trinidad) Limited

Disclaimer of Opinion

We were engaged to audit the consolidated financial statements of Colonial Life
Insurance Company (Trinidad) Limited (“the Company”) and its subsidiaries (“the
Group)”, which comprise the consolidated statement of financial position as at
December 31, 2022, the consolidated statements of profit or loss, other
comprehensive income, changes in equity and cash flows for the year then ended,
and notes, comprising significant accounting policies and other explanatory
information.

We do not express an opinion on the accompanying consolidated financial
statements of the Group. Because of the significance of the matters described in
the Bases for Disclaimer Opinion section of our report, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for an opinion on
these consolidated financial statements.

Bases for Disclaimer of Opinion

1. We were unable to obtain sufficient appropriate audit evidence over the
balances and transactions of the material subsidiary (Methanol Holdings
International Limited (MHIL)) that are included in these consolidated financial
statements as at and for the year ended December 31, 2022 as we were
denied access to the necessary audit working papers and group reporting from
the subsidiary in order to allow us to complete the required audit procedures.
Consequently, we were unable to determine whether any adjustments might
have been necessary in respect of the consolidated statements of financial
position, other comprehensive income, changes in equity and cash flows as at
and for the year then ended. The audit report on the consolidated financial
statements as at and for the year ended December 31, 2021 was similarly
modified.

2. The Group’s investment in CL World Brands limited (CLWB) is carried at $485
million representing 3.67% of total assets. We were unable to obtain sufficient
appropriate audit evidence on the financial information provided because we
were denied access to the management and the auditors of CLWB. We were
unable to satisfy ourselves regarding the amounts recorded through alternative
means. Consequently, we were unable to determine whether any adjustments
were necessary to the amounts shown in the consolidated statement of
financial position as at December 31, 2022 for investments in associates and
the related elements in the consolidated statements of income, other
comprehensive income and cash flows for the year then ended. The audit
report on the consolidated financial statements as at and for the year ended
December 31, 2021 was similarly modified.

4
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Emphases of Matter

1. We draw attention to Note 1 to the consolidated financial statements, which
describes the amendment to the Central Bank Act (the Act) that was passed
by the Parliament of the Republic of Trinidad and Tobago and its implications
for the Company. Further, the Company was required to cease writing new
business, effective August 2014 onwards, and that the Company continues
to manage the run-off of existing policies. Effective December 1, 2022, the
Central Bank of Trinidad and Tobago terminated its control of the Company
under Section 44G of the Act.

2. On September 30, 2019, the group executed a sale and purchase agreement
(SPA) with Sagicor Life Inc for the sale of the Group’s traditional insurance
portfolio. The effective date of the transfer is dependent on regulatory approval
from the Central Bank.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with IFRS, and for such internal
control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the ability of the Company and its subsidiaries to continue as going
concerns, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate
the Group entities or to cease operations, or has no realistic alternative but to do
Sso.

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial
Statements

Our responsibility is to conduct an audit of the Group’s consolidated financial
statements in accordance with International Standards on Auditing and to issue an
auditors’ report. However, because of the matters described in the Bases for
Disclaimer of Opinion section of our report, we were unable to obtain sufficient
appropriate audit evidence to provide a basis for an opinion on these consolidated
financial statements.




Auditors’ Responsibilities for the Audit of the Consolidated Financial
Statements (continued)

We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants' International Code of Ethics for Professional
Accountants (including international independence standards) (IESBA Code)
together with the ethical requirements that are relevant to our audit of the
consolidated financial statements in the Republic of Trinidad and Tobago, and we
have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code.

(PMY

Chartered Accountants

Port of Spain
Trinidad and Tobago
March 31, 2023




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Consolidated Statement of Financial Position

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Restated
Restated January 1,
Notes 2022 2021 2021
$°000 $000 $°000
ASSETS
Property, plant and equipment 6 1,673,235 1,560,791 1,646,201
Intangible asset 7 7,585 9,150 906
Investment properties 8 179,740 228,400 353,900
Investment in associates 9 510,735 496,389 491,417
Investment securities 10 8,621,938 1,767,680 1,951,370
Deferred tax assets 38 5,466 16,462 17,314
Taxation recoverable 86,595 86,595 86,595
Loans, leases and other receivables 12 909,520 869,188 750,458
Inventories 13 285,891 342,500 301,608
Cash and balances with banks
and short-term deposits 14 894,315 892,898 706,289
Assets held for sale 15 58.000 7,182,750 7.306.800
Total assets 13,233,020 13,452,803 13,612,858
EQUITY
Share capital 16 14,750 14,750 14,750
Accurnulated surplus 2,015,627 1,749,400 1,255,415
Valuation reserves 17 (295.270) (228.127) (208,229
Equity and reserves attributable to owners 1,735,107 1,536,023 1,061,936
Non-controlling interest 18 1.131.614 1.215.957 1,077,226
Total equity 2,866,721 2,751,980 2,139.162
LIABILITIES
Insurance contracts 19 6,370,078 - -
Investment contracts 20 1,344,467 146,939 145,043
Proviston for site restoration 25 351,890 336,157 320,086
End of service benefits 24 22,119 19,726 18,052
Deferred tax liabilities 36 97,718 101,708 102,458
Due to related parties 23 128,893 129,389 70,811
Loans and borrowings 22 1,271,169 1,578,081 2,538,754
Mutual find obligations 21 7,012 42,661 41,857
Taxation payable 177,316 233,322 85,547
Accounts payable 26 595,577 433,675 424,535
Liabilities directly associated with
assets held for sale 15 - 7.679.165 1.726,553
Total liabilities 10,366,299 10.700.823 11,473,696
Total equity and Liabilities 13,233,020 13,452 803 13,612,858

The accompanying notes on pages 14 to 148 are an integral poart of these consolidated financial statements.

Director l/ ‘/\ Director. U\ . m 1 [D QA

Claire Gdmez-Miller Ulric Miller -
Executive Chairman Board Audit Committee Chair




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Consolidated Statement of Profit or Loss

For the year ended December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

Restated
Notes 2022 2021*
$°000 $°000
Insurance premium 168,062 171,156
Reinsurance premium ceded (5,223) (4,724)
Net insurance premium 27 162,839 166,432
Insurance benefits and claims 28 (412,680) (358,632)
Expenses for the acquisition of insurance
and investment contracts (2,697) (2,803)
Change in value of insurance contracts 90,824 90,674
Underwriting expenses (324,553) (270,761)
Net results from insurance activities (161,714) (104,329)
Gross sales of energy products 39 2,542,774 2,843,746
Cost of sales of energy products 29 (1,202,317) (1,201,683)
Gross profit from energy operations 1,340,457 1,642,063
Investment income 30 463,552 449,249
Gain on sale of investments and other assets 31 - 60,037
Loss on trading managed fund units (19,709) (13,532)
Administration and asset management fees 9,886 6,435
Impairment gain (loss) on financial assets (6,793) (40,098)
Loss on revaluation of investment properties 8 (1,910) (7,800)
Other income 32 28,250 28,961
Net results from investing activities 473,276 483,252
Expenses for administration 33 (743,391) (636,074)
Investment contract movements 34 (40,360) (46,200)
Revaluation loss on managed fund liabilities (34,497) (442)
Operating expenses (818,248) (682,716)
Results of operating activities before net
financial costs 833,771 1,338,270
Finance costs 35 (73,640) (118,818)
Finance income 35 5,656 19,800
(67,984) (99,018)
Operating profit 765,787 1,239,252
Share of after tax profits of associated companies 14,109 3,345
Operating profit before taxation 779,896 1,242,597
Taxation 36 (112,400) (176,003)
Profit for the year before performance of assets held for sale 667,496 1,066,594
Profit from asset held for sale 410 -
Profit for the year 667,906 1,066,594

*The comparative information is restated on account of the insurance activities being reclassified from discontinued operations. See

Note 15. See Note 38 regarding restatement.

The accompanying notes on pages 14 to 148 are an integral part of these consolidated financial statements.




COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Consolidated Statement of Other Comprehensive Income

For the year ended December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Restated
Notes 2022 2021
$°000 $°000
Profit for the year 667,906 1,066,594
Other comprehensive income
Deferred tax adjustment 31 (9,462) -
Items that will not be reclassified to profit or loss
Equity investments at FVOCI
- Net change in fair value 17 (6,713) 61,772
- Taxation - 62
- Revaluation of property - land and buildings 17 583 (631)
(6,130) 61,203
Items that are or maybe reclassified to profit or loss
Debt instruments at FVVOCI:
- Net change in fair value 17 (70,432) 30,924
Equity accounted investees — share of OCI 9 237 1,627
Assets held for sale:
- Net change in fair value 17 - (72,692)
Total other comprehensive income, net of tax (85,787) 21,062
Total comprehensive income, net of tax 582,119 1,087,656
Profit attributable to:
Owners of the Company 265,246 450,124
Non-controlling interest 402,660 616,470

667,906 1,066,594

Total Comprehensive Income attributable to:
Owners of the Company 179,459 471,186
Non-controlling interest 402,660 616,470

582,119 1,087,656

See Note 38 regarding restatement.

The accompanying notes on pages 14 to 148 are an integral part of these consolidated financial statements.

9



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Consolidated Statement of Changes in Equity

For the year ended December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

Year ended December 31, 2022

Restated balance at January 1, 2022

Profit for the year

Other comprehensive income

Reclassification of gain on disposal of
equity instruments at FVOCI to
accumulated surplus

Dividends paid

Translation differences

Total comprehensive income

Transactions with owners of the Group
Net movement in trustee’s units held in
Managed Funds

Balance at December 31, 2022

Non
Share Accumulated Valuation Controlling
Capital Surplus Reserves Total Interest Total
$°000 $°000 $°000 $°000 $°000 $°000
14,750 1,749,400 (228,127) 1,536,023 1,215,957 2,751,980
- 265,246 - 265,246 402,660 667,906
- 237 (86,024) (85,787) - (85,787)
- 8,501 (8,501) - - -
- - - - (487,787) (487,787)
- (7,757) - (7,757) 784 (6,973)
- 266,227 (94,525) 171,702 (84,343) 87,359
- - 27,382 27,382 - 27,382
14,750 2,015,627 (295,270) 1,735,107 1,131,614 2,866,721

The accompanying notes on pages 14 to 148 are an integral part of these consolidated financial statements.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Consolidated Statement of Changes in Equity

For the year ended December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

Year ended December 31, 2021

Balance at January 1, 2021
Impact of correction of errors

Restated balance at January 1, 2021

Profit for the year

Other comprehensive income

Reclassification of gain on disposal of
equity instruments at FVOCI to
accumulated surplus

Dividends paid

Translation differences

Total comprehensive income

Transactions with owners of the Group
Net movement in trustee’s units held in
Managed Funds

Restated balance at December 31, 2021

Non
Share Accumulated Valuation Controlling
Capital Surplus Reserves Total Interest Total
$°000 $°000 $°000 $°000 $°000 $°000
14,750 1,242,077 (16,019) 1,240,808 1,077,226 2,318,034
- 13,338 (192,210) (178,872) - (178,872)
14,750 1,255,415 (208,229) 1,061,936 1,077,226 2,139,162
- 450,124 - 450,124 616,470 1,066,594
- 1,627 19,435 21,062 - 21,062
- 47,789 (47,789) - - -
- - - - (482,747) (482,747)
- (5,555) 42 (5,513) 5008 (505)
- 493,985 (28,312) 465,573 138,731 604,404
- - 8,414 8,414 - 8,414
14,750 1,749,400 (228,127) 1,536,023 1,215,957 2,751,980

The accompanying notes on pages 14 to 148 are an integral part of these consolidated financial statements.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Consolidated Statement of Cash Flows

For the year ended December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

Re-presented

Notes 2022 2021
$°000 $°000

CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit before taxation 779,896 1,242,597
Adjustments for:
End of service costs 2,454 1,981
Depreciation and amortisation 6,7 186,450 145,521
Net write backs and write offs (1,189) 4,405
Loss on revaluation of investment properties 1,910 7,800
Property, plant and equipment adjustment (287) -
Investment income (429,055)  (448,807)
Loss on disposal of property, plant and equipment 3,617 -
Share of after tax profits of associated companies 9 (14,109) (3,345)
Impairment loss on financial assets 6,793 40,098
Change in value of insurance contracts (90,824) (90,674)
Investment contracts movements 40,360 46,200
Loss (gain) on trading Managed Fund units 19,709 (13,532)
Shareholders’ funds transferred to Managed Funds 18,664 23,275
Interest expense loans and borrowings 67,666 98,724
Fair value (gain) through profit or loss (3.746) (1,158)
Operating profit before changes in working capital 588,309 1,053,085
Changes in:
- Insurance contracts 6,664 9,034
- Investment contracts (31,972) (4,874)
- Loans, leasehold and other receivables 92,722 (195,826)
- Accounts payable 46,110 (2,557)
- Inventories 55,543 (40,832)
- Due to related parties (496) 58,578
Taxes paid (176,368) (25,238)
Net cash from operating activities 580,512 851,370
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings 22 - 3,253
Dividends paid 22 (487,787)  (482,747)
Interest paid 22 (4,436) (15,607)
Repayment of lease liabilities 22 (96,214) (78,648)
Repayment of loans and borrowings 22 (221,887) (411,623)
Net cash used in financing activities (810,324) (985,372)
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Consolidated Statement of Cash Flows (continued)

For the year ended December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

Re-presented
Notes 2022 2021

$°000 $°000

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment and intangibles 6,7 (304,139) (19,426)

Proceeds from disposal of property and equipment 6
Proceeds from disposal of investment property - 8,150
Dividends received 7,998 17,472
Interest received 428,099 435,944
Transfer to debt service reserve current account 55,502 (96,201)
Sale of investment securities 103,465 11,890
Purchase of investment securities (103,849)  (205,144)
Redemption escrow - -
Proceeds from lease receivables 90,983 71,602
Change in fixed deposits maturing more than 3 months - 140,099
Net cash from investing activities 278,059 364,392
Increase in cash and cash equivalents 48,247 230,390
Increase in cash and cash equivalents

— Assets held for sale 15 10,910 -
Net increase in cash and cash equivalents 59,157 230,390
Effect of exchange rate changes on cash

and cash equivalents (1,665) 50
CASH AND CASH EQUIVALENTS AT START OF YEAR 708,735 478,295
CASH AND CASH EQUIVALENTS AT END OF YEAR 766,227 708,735
CASH AND CASH EQUIVALENTS REPRESENTED BY

Deposits maturing less than three months 14 1,303 4,569
Cash at bank 14 764,924 704,166

766,227 708,735

During the year, certain assets were disposed of in the amount of $25,900 (2021: $547,000) to extinguish
debt to a related entity. This transaction did not result in an exchange of cash and is omitted from the cash
flows above.

*The comparative information is re-presented on account of the insurance activities being reclassified from
discontinued operations. See Note 15.
The accompanying notes on pages 14 to 148 are an integral part of these consolidated financial statements.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1. General Information

Colonial Life Insurance Company (Trinidad) Limited (“CLICO”) was incorporated on
December 15, 1936, in the Republic of Trinidad and Tobago and is registered in accordance
with Section 23 of the Insurance Act 2018 with effect from January 1, 2022, to carry on long-

term, group and annuity business for the purpose of operating a closed portfolio. The classes

include Accident and Sickness, Disability Income, Industrial Life and Life Insurance in

Trinidad and Tobago.

The Company’s registered address is 29 St Vincent Street, Port of Spain.

CLICO’s principal operating subsidiary, Methanol Holdings International Limited (MHIL)
was incorporated on July 7, 2004 in the Federation of St. Kitts and Nevis. It is a private exempt
company, limited by shares. Its registered office is located at Law Office of Gonsalves &
Hamel-Smith, Suite 26A, The Sands, George Street, Basseterre, St. Kitts. Its principal activity
is that of an investment holding company. MHIL has one subsidiary, Oman Methanol
Company LLC (OMC) which is registered in the Sultanate of Oman and is primarily engaged
in the manufacturing and marketing of methanol. It started its commercial operations on
September 1, 2007. MHIL held a 50% shareholding in OMC until 12 August 2008 and 60%
thereafter. Collectively, CLICO and its subsidiary are referred to as the Group.

At December 31, 2008, CLICO was a wholly owned subsidiary of CL Financial Limited (the
Parent), which is also incorporated in the Republic of Trinidad and Tobago. The registered
offices of CLICO are located at 29 St Vincent Street, Port of Spain. Effective February 13,
2009, the Central Bank of Trinidad and Tobago (CBTT or Central Bank) assumed control of
CLICO pursuant to the exercise of its emergency powers under section 44(D) of the Central
Bank Act. The Parent entered into involuntary liquidation during the year 2018.

On September 10, 2009, the Government of the Republic of Trinidad and Tobago (GORTT)
injected additional capital into CLICO by the acquisition of ordinary shares and preference
shares. This transaction resulted in GORTT’s ownership of 49% of the share capital of CLICO.

On September 8, 2010, the Minister of Finance in his 2011 Budget Presentation proposed a
plan to further address the issue of the CLICO’s restructuring. During 2011, CLICO
commenced the pay-out process as outlined in the Budget Speech.

The first phase of the pay-out was started in March 2011 with payments to Executive Flexible
Premium Annuities (EFPA)/Group Annuity Advanced Performance Policies (GAAPP)/ Group
Advanced Protection (GAP) policyholders with balances under $75,000. The second phase of
the pay-out to EFPA/GAAPP/GAP policyholders with policies over $75,000 in value started
on December 1, 2011. Pay-outs for CSI Series 6 unit-holders with values under $75,000
commenced on June 21, 2011, while pay-outs to unit-holders with values over $75,000
commenced on March 1, 2012. This restructuring plan continued into 2012.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1.

General Information (continued)

On September 17, 2011, the Parliament of Trinidad and Tobago passed the Central Bank
(Amendment) Bill 2011 (the Bill). This amendment, which is to apply to all institutions subject
to emergency State intervention, describes the process to stay all legal actions against CLICO
whilst it operates under the provisions of Section 44(D) of the Central Bank Act. The Bill
provides that the stay continues to apply once the Court is satisfied that it is necessary in so far
as any legal action against the Group constitutes a risk to the national good. Consequently,
most matters against the Group have been stayed.

In May 2014, the Governor of the CBTT indicated that as part of the resolution strategy for
CLICO, the Central Bank proposed to transfer CLICO’s traditional insurance portfolio, for
value to an acquiring insurance company that is appropriately capitalized, has a proven track
record and the capacity to honour all obligations to policyholders. The final independent
valuation of CLICO’s traditional portfolio as of December 31, 2013, was received in
November 2014,

In August 2014, CLICO was advised by the Central Bank to cease writing new business with
limited exceptions. The effective date of this cessation was September 1, 2014. Based on this
advisory the Group also terminated the services of its agents effective September 24, 2014.

In March 2015, the Central Bank directed CLICO to undertake, as part of Central Bank’s
resolution plan, the First Partial Distribution of cash to all Statutory Fund STIP holders,
including the Government. The first partial distribution value paid to each holder represented
85% of the principal value at maturity for each policy. This first partial payment process
commenced in March 2015 and continued throughout the year.

In July 2016, under the Central Bank’s directive, CLICO commenced the final payment to all
third party resident and non-resident STIP holders and holders of mutual fund contracts. This
offer met the full payments on contractual liability under these policies.

During 2017, further to the receipt of directives from the Central Bank, CLICO continued to
repay its liabilities to the Government, by cash as well as the transfer of certain investments to
the Government.

During 2018, further to the receipt of directives from the Central Bank, CLICO continued to
repay its liabilities to the Government, by cash as well as the transfer of certain investments to
the Government. The Group was able to obtain some funds to pay towards this debt from the
liquidation of CLICO Investment Bank (CIB).

Following a bidding process, on September 30, 2019, CLICO executed a sale and purchase
agreement ("SPA") with the preferred bidder, Sagicor Life Inc. ("SAGICOR"), for the sale and
transfer of the Group’s traditional insurance portfolio ("the Portfolio™). The effective date of
the transfer of the Portfolio is dependent on CLICO obtaining the required regulatory approvals
from the Central Bank.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1.

General Information (continued)

Further to the execution of the SPA with SAGICOR, an Application for Leave to make a claim
for judicial review of the SPA was filed in November 2019 by a claimant against the Central
Bank in respect of the bidding process.

In April 2020, the Central Bank was served with a Draft Order of the High Court whereby
granted the claimant leave to file a claim for judicial review as well as an interim injunction
was made prohibiting the Central Bank from taking any steps to provide regulatory approval
or to otherwise progress or finalize the transfer of the Portfolio to SAGICOR pending the
hearing and final determination of this matter or until further order be granted. Pending this
determination progress on the SPA has ceased.

In May 2020, the Central Bank appealed the said High Court decision of the Court with respect
to the granting of leave for the judicial review. In July 2020, the Court granted an interim
injunction to allow the parties (including CLICO, SAGICOR and the Central Bank) to
commence and conduct all appropriate due diligence applicable for discovery activities with
respect to the sale and transfer of the traditional insurance portfolio to resume.

The Central Bank appealed the Order of the Court with respect to the granting of Leave for the
Judicial Review and on February 17, 2021, the Court of Appeal dismissed the Central Bank's
Appeal by a 2:1 majority. The Central Bank appealed the decision of the Court of Appeal.

On October 20, 2022, the Privy Council dismissed the Central Bank’s appeal against the
decision of a High Court judge with respect to the granting of Leave for the Judicial Review.

The current status of the judicial review has now increased the uncertainty around the timeline
for the matter to be concluded. Also, court procedures within Trinidad can prove to be an
unpredictable process in terms of timelines. It has been noted that the Central Bank’s
application for Leave for the Judicial Review, where there was no substantive hearing of the
Judicial Review matter, took the Courts 20 months to be determined. The substantive case of
the Judicial Review is now set to begin.

Effective December 1, 2022, the Central Bank terminated control of CLICO under Section
44G of the Central Bank Act.

16



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

1.

General Information (continued)
Going concern

The Group continues to be cash flow positive and profitable on an operating recurring basis
(after removing non-recurring and non-operating items) from its operation, existing insurance
policies and portfolio of investments. Due to the nature of the policies historically
underwritten, CLICO continues to achieve a high degree of matching between its valuable
assets and its insurance and investment contract liabilities. Further, the Group has the ability
to exercise its discretion in repaying its debt security obligations and has the ability to be able
to meet all of its obligations as they fall due.

Subsequent to year end, CLICO is compliant with the Insurance (Capital Adequacy)
regulations, 2020 and has exceeded the minimum Regulatory Capital Ratio and the minimum
Net Tier Ratio.

In the meantime it has been determined that for the long-term future as an insurance company,
CLICO needs to recommence the writing of new business, with all the requisite approvals from
the Central Bank.

Given that the Group has the ability to continue as a going concern due to the strength of its
assets and has no plans to cease operations despite the run-off of its ongoing policies in the
next 18 months, the Directors have concluded that the financial statements should be prepared
on a going concern basis.

The consolidated financial statements for December 31, 2022 were approved for issue on
March, xx, 2023 by the Board of Directors of the Group.

Basis of Preparation

(a) Adoption of Standards

For Financial year ended December 31, 2020 CLICO implemented International
Financial Reporting Standard (IFRS) 1 — First time adoption of IFRS standards. Prior to
2020 the Company did not prepare consolidated financial statements.

This standard outlines the requirements for the preparation and presentation of
consolidated financial statements, requiring the entities to consolidate entities it controls.

These financial statements comprise of a full set of financial statements that includes a
Statement of Financial Position, Statement of Profit and Loss, Statement of
Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows
all in accordance with IFRSs applicable from the year end 2020.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.  Basis of Preparation (continued)

(@)

(b)

Adoption of Standards (continued)

IFRS 1 require the assessment of the below areas:

1.  Reconciliations of equity reported under previous reporting to equity under IFRS
both at the date of transition to IFRSs and the end of the last annual period reported.

2. Reconciliations of total comprehensive income for the last annual period reported
under the previous standards to total comprehensive income under IFRSs for the
same period.

3. Explanation of material adjustments that were made, in adopting IFRSs for the first
time, to the statement of financial position, statement of comprehensive income and
statement of cash flows.

4.  Appropriate explanations if the entity has elected to apply any of the specific
recognition and measurement exemptions permitted under IFRS 1.

As at the reporting date, a full retrospective application of all IFRS at the transition date
and the entity’s prior year was conducted and there were no necessary adjustments. The
implementation of compliance with IFRS had no material impact on any of the financial
statement in measurement or presentation.

The entity uses the same accounting policies throughout all periods presented in its first
IFRS financial statements and all polices are in accordance with IFRS at the reporting
date.

These accounts therefore carry no transition reconciliations for prior year reporting.
Basis of accounting

These consolidated financial statements are prepared in accordance with International
Financial Reporting Standards (IFRS). They present fairly the financial position,
financial performance and cash flow of the organisation. It is a faithful representation of
the effects of transactions, other events and conditions in accordance with the definition
and recognition criteria for assets, liabilities, income and expenses set out in the
framework
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.

Basis of Preparation (continued)

(©)

(d)

(€)

Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis
except for land and buildings held by CLICO, investment securities, investment
properties, assets held for sale and insurance contracts which are all measured at fair
value.

These consolidated financial statements have been prepared taking into account
directives issued by the CBTT to the Group:

1. CLICO’s traditional insurance portfolio will be transferred, for value, to an acquiring
insurance Group.

2. CLICO would cease selling new business with limited exceptions from September 1,
2014.

Functional and presentation currency

The consolidated financial statements are presented in Trinidad and Tobago dollars,
which is the Group’s functional currency. Except as otherwise indicated, financial
information presented in Trinidad and Tobago dollars has been rounded to the nearest
thousand.

Use of estimates and judgements

The preparation of the consolidated financial statements in conformity with IFRS
requires management to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual amounts may differ from these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in
any future periods affected.

Information about significant areas of estimation uncertainty that have a significant risk
of resulting in a material change to assets and liabilities in the next financial year, and
critical judgements in applying accounting policies that have the most significant effect
on the amounts recognised in the financial consolidated statements are described in Note
4.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.

Basis of Preparation (continued)

(f)

Basis of consolidation

(i)

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the
Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group controls another
entity. The Group also assesses existence of control where it does not have more
than 50% of the voting power but is able to govern the financial and operating
policies by virtue of de-facto control. De-facto control may arise in circumstances
where the size of the Group’s voting rights relative to the size and dispersion of
holdings of other shareholders give the Group the power to govern the financial and
operating policies, etc.

Subsidiaries are fully consolidated from the date on which control is transferred to
the Group. They are deconsolidated from the date that control ceases.

The Group applies the acquisition method to account for business combinations.
The consideration transferred for the acquisition of a subsidiary is the fair values of
the assets transferred, the liabilities incurred to the former owners of the acquiree
and the equity interests issued by the Group.

The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date. The Group recognises
any non-controlling interest in the acquiree on an acquisition-by-acquisition basis,
either at fair value or at the non-controlling interest’s proportionate share of the
recognised amounts of acquiree’s identifiable net assets. Acquisition-related costs
are expensed as incurred.

If the business combination is achieved in stages, the acquisition date fair value of
the acquirer’s previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date through profit or loss.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.  Basis of Preparation (continued)

(f)  Basis of consolidation (continued)

(i)

(i)

(i)

(iv)

Subsidiaries (continued)

Any contingent consideration to be transferred by the Group is recognised at fair
value at the acquisition date. Subsequent changes to the fair value of the contingent
consideration that is deemed to be an asset or liability is recognised in accordance
with IAS 39 either in statement of comprehensive income or as a change to other
comprehensive income.

Contingent consideration that is classified as equity is not remeasured, and its
subsequent settlement is accounted for within equity.

Non-controlling interests

Non-controlling interests (NCI) are measured at their proportionate share of the
acquiree’s identifiable net assets at the date of acquisition.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions.

Loss of control

When the Group loses control over a subsidiary, it derecognises the assets and
liabilities of the subsidiary, and any related NCI and other components of equity.
Any resulting gain or loss is recognised in profit or loss. Any interest retained in
the former subsidiary is measured at fair value when control is lost.

Interests in equity-accounted investees

The Group’s interests in equity-accounted investees comprise interests in associates
and a joint venture.

Associates are those entities in which the Group has significant influence, but not
control or joint control, over the financial and operating policies. A joint venture is
an arrangement in which the Group has joint control, whereby the Group has rights
to the net assets of the arrangement, rather than rights to its assets and obligations
for its liabilities.

Interests in associates and the joint venture are accounted for using the equity
method. They are initially recognised at cost, which includes transaction costs.
Subsequent to initial recognition, the consolidated financial statements include the
Group’s share of the profit or loss and OCI of equity-accounted investees, until the
date on which significant influence or joint control ceases.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

2.  Basis of Preparation (continued)

(f)

Basis of consolidation (continued)

(v) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses
arising from intra-group transactions, are eliminated. Unrealised gains arising from
transactions with equity-accounted investees are eliminated against the investment
to the extent of the Group’s interest in the investee. Unrealised losses are eliminated
in the same way as unrealised gains, but only to the extent that there is no evidence
of impairment.

3. Significant Accounting Policies

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

()

(b)

Foreign currency translation

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the profit or loss.

However, foreign currency differences arising from the translation of investment in
equity securities and subsidiaries designated at FVOCI except on impairment, in which
case foreign currency differences that have been recognised in OCI are reclassified to
profit or loss are recognised in OCI.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency
are translated into the functional currency at the exchange rate when the fair value was
determined.

Property, plant and equipment

(1) Recognition and measurement

Land and buildings comprise mainly former agency locations and offices occupied
by the Group. Some land and buildings are shown at fair value less subsequent
depreciation for buildings while others are shown at cost less depreciation for
buildings. Any accumulated depreciation at the date of revaluation is eliminated
against the gross carrying amount of the asset, and the net amount is restated to the
revalued amount of the asset. Valuations are made on the basis of current prices in
an active market.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3. Significant Accounting Policies (continued)

(b) Property, plant and equipment (continued)

(i)

(i)

Recognition and measurement (continued)

The cost of property, plant and equipment is their purchase price together with any
incidental expenses necessary to bring the asset to its intended condition and
location.

Artwork, which mainly comprised paintings commissioned for the Group’s annual
calendars, were valued in 2011 and that value was deemed to be at cost and included
in property and equipment. Artwork is shown at deemed cost less depreciation over
its useful life. Useful life is determined to be equivalent to that of the buildings on
which they hang. All other property and equipment are stated at historical cost less
depreciation. Historical cost includes expenditure that is directly attributable to the
acquisition of items. Management is of the opinion that this gives a fair indication
of realisable value if these items were sold in an orderly sale.

Subsequent expenditure

Subsequent costs are included in the asset’s carrying amount or recognised as a
Consolidated asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are charged to profit or
loss during the financial period in which they are incurred.

Increases in the carrying amount on revaluation of land and buildings are
recognised in other comprehensive income and accumulated in valuation reserves.
Decreases that offset previous increases of the same asset are charged against those
reserves; all other decreases are charged to profit or loss.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3. Significant Accounting Policies (continued)
(b) Property and equipment (continued)
(iii) Depreciation

Land, except those classified as right of use assets, is not depreciated. Depreciation
on other assets is calculated to write off the cost of each asset to their residual values
over their estimated useful life as follows:

Method Rate

Buildings Straight line 16.7% to 2%
Plant and equipment Straight line 33.3% to 2%
Site restoration costs Straight line 5%
Artwork Straight line 2%
Furniture, fixtures

and office equipment Reducing balance 10%-20%
Motor vehicles Reducing balance 20%
Computer equipment
- Mainframe Reducing balance 20%
- Deferred software Straight Line 25%
- Peripherals Reducing balance 20%
Right of use assets
Land Straight line 11%
Site restoration costs Straight line 5%

The assets’ residual values and useful lives are reviewed at each reporting date and
adjusted if appropriate.

At the reporting date, the Group performs an assessment of the carrying amounts
of property and equipment for indicators of impairment. If any such indication
exists, then the asset's recoverable amount is estimated. Where the carrying
amount of an asset is greater that its estimated recoverable amount, it is written
down to its recoverable amount.

Gains and losses on disposal of property, plant and equipment are determined by
reference to their carrying amounts. These are included in profit or loss. When
revalued assets are sold, the amounts included in the valuation reserve are
transferred to accumulated surplus. The transfer is not made through profit or loss.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies (continued)

(©)

(d)

Investment properties

Properties that are not occupied by the Group and held for long-term rental yields and/or
capital appreciation are classified as investment properties.

Investment properties, principally comprising office buildings, are carried at fair value
and changes in fair value are recorded in profit or loss. Fair value is based on current
prices in an active market for all properties. These valuations are done biennial or
annually by independent professionally qualified appraisers and in intervening periods,
if there are any changes in the economic environment, an assessment of the value is
conducted.

If an investment property becomes owner-occupied, it is reclassified as property and
equipment, and its fair value at the date of reclassification becomes its cost for subsequent
accounting purposes.

If an item of property and equipment becomes an investment property because its use has
changed, any difference arising between the carrying amount and the fair value of this
item at the date of transfer is recognised in statement of changes in equity as a revaluation
of property and equipment. However, if a fair value gain reverses a previous impairment
loss, the gain is recognised in profit or loss. Upon the disposal of such investment
property, any surplus previously recorded in equity is transferred to accumulated surplus;
the transfer is not made through profit or loss.

Financial instruments

(i) Recognition

The Group recognises deposits with financial institutions and loans and borrowings
on the date on which they are originated. All other financial instruments (including
regular-way purchases and sales of financial assets) are initially recognised on the
trade date at which the Group becomes a party to the contractual provisions of the
instrument.

A financial asset or liability is initially measured at fair value plus transaction costs
that are directly attributable to its acquisition or issue for a financial asset or
financial liability not measured at Fair Value through Profit and Loss (FVTPL).
Transaction costs on financial assets carried at fair value through profit or loss are
expensed in the statement of profit or loss.
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COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

3. Significant Accounting Policies (continued)

(d) Financial instruments (continued)

(i) Derecognition

The Group derecognises a financial asset when the contractual rights to the cash
flows from the financial asset expire, or it transfers the rights to receive the
contractual cash flows from the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are
transferred or in which the Group neither transfers nor retains substantially all of
the risks and rewards of ownership and it does not retain control of the financial
asset.

On derecognition of a financial asset, the difference between the carrying amount
of the asset (or the carrying amount allocated to the portion of the asset
derecognised), and the sum of:

(i) the consideration received (including any new asset obtained less any new
liability assumed); and

(i) any cumulative gain or loss that had been recognized in other comprehensive
income (OCI) is recognised in profit or loss.

Any cumulative gain or loss recognised in OCI in respect of equity investment
securities designated as at FVOCI is not recognised in profit or loss on
derecognition of such securities. Cumulative gains and losses recognised in OCI
are transferred to retained earnings on disposal of an investment in an equity
instrument.

The Group enters into transactions whereby it transfers assets recognised on its
statement of financial position but retains either all or substantially all of the risks
and rewards of the transferred assets or a portion of them. In such cases, the
transferred financial assets are not derecognised. Transfers of assets with retention
of all or substantially all of the risks and rewards include, for example, securities
lending and repurchase transactions.

In transactions in which the Group neither retains nor transfers substantially all of
the risks and reward of ownership of a financial asset and it retains control of the
financial asset, the Group continues to recognise the financial asset to the extent of
its continuing involvement, determined by the extent to which it is exposed to
changes in the value of the transferred asset.

The Group derecognises a financial liability when its contractual obligations are
discharged, cancelled or expired.
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3. Significant Accounting Policies (continued)

(d) Financial instruments (continued)

(iii) Classification

Financial assets

On initial recognition, a financial asset is classified as measured at amortised cost,
FVOCI or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition, unless
the Group changes its business model for managing financial assets, in which case
all affected financial assets are reclassified on the first day of the first reporting
period following the change in the business model.

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

e Itis held within a business model whose objective is to hold assets to collect
contractual cash flows; and

e Its contract terms give rise, on specified dates, to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

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

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

e  The contractual terms of the financial asset give rise on specified dates to cash
flows that are SPPI.

On initial recognition of an equity investment that is not held for trading, the Group
may irrevocably elect to present subsequent changes in fair value in OCI on an
investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as
described above are designated at FVTPL. In addition, on initial recognition the
Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI or FVTPL if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise
arise. The Group has made an irrevocable election at the time of initial recognition
to account for equity investments at FVOCI.
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3. Significant Accounting Policies (continued)
(d) Financial instruments (continued)

(iii) Classification (continued)

Business model assessment

The Group makes an assessment of the objective of a business model in which an
asset is held at a portfolio level because this best reflects the way the business is
managed and information is provided to management.

The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those
policies in practice;

- how the performance of the portfolio is evaluated and reported to the Group’s
management; and

- the risks that affect the performance of the business model (and the financial
assets held within that business model) and its strategy for how those risks are
managed;

Financial assets that are held for trading are measured at FVTPL because they are
neither held to collect contractual cash flows nor held both to collect contractual
cash flows and to sell financial assets.

Assessment of whether contractual cash flows are solely payment of principal and
interest.

For the purposes of this assessment, ‘principal’ is defined as the fair value of the
financial asset on initial recognition. ‘Interest’ is defined as consideration for the
time value of money and for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In considering whether the contractual cash flows are SPPI, the Group considers
the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount
of the contractual cash flows.
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3. Significant Accounting Policies (continued)

(d) Financial instruments (continued)

(iii) Classification (continued)

(iv)

Business model assessment (continued)

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except
in the period after the Group changes its business model for managing financial
assets.

Measurement

Financial instruments are measured initially at fair value, including any directly
attributable transaction costs, except that for financial assets at fair value through
profit or loss, transaction costs are included in profit or loss.

Financial assets

Subsequent to initial recognition all financial assets at fair value through profit or
loss and financial assets at fair value through other comprehensive income are
measured at fair value, based on their quoted market price at the reporting date
without any deduction for transaction costs.

‘Fair value’ is the price that would be received from the sale of an asset or paid to
transfer a liability in an orderly transaction between market participants at the
measurement date in the principal or, in its absence, the most advantageous market
to which the Group has access at that date. The fair value of a liability reflects its
non-performance risk.

When available, the Group measures the fair value of an instrument using the
quoted price in an active market for that instrument. A market is regarded as active
if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.
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3. Significant Accounting Policies (continued)

(d) Financial instruments (continued)

(iv) Measurement (continued)

Financial assets (continued)

If there is no quoted price in an active market, then the Group uses valuation
techniques that maximize the use of relevant observable inputs and minimize the
use of unobservable inputs. The chosen valuation technique incorporates all of the
factors that market participants would take into account in pricing a transaction.

The best evidence of the fair value of a financial instrument at initial recognition is
normally the transaction price — i.e. the fair value of the consideration given or
received. If the Group determines that the fair value at initial recognition differs
from the transaction price and the fair value is evidenced neither by a quoted price
in an active market for an identical asset or liability nor based on a valuation
technique that uses only data from observable markets, then the financial
instrument is initially measured at fair value, adjusted to defer the difference
between the fair value at initial recognition and the transaction price.

If an asset or a liability measured at fair value has a bid price and an ask price, then
the Group measures assets and long positions at a bid price and liabilities and short

positions at an ask price.

The Group recognises transfers between levels of the fair value hierarchy as of the
end of the reporting period during which the change has occurred.

Financial assets at FVTPL

Measured at fair value. Net gains and losses,
including any interest or dividend income and
foreign exchange gains and losses, are
recognised in profit and loss.

Debt investments at FVOCI

Measured at fair value. Interest income
calculated using the effective interest rate
method; foreign exchange gains and losses are
recognised in profit or loss. Other net gains and
losses are recognised in OCI and accumulated
in the fair value reserve. On derecognition,
gains and losses accumulated in OCI are
reclassified to profit or loss.
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3. Significant Accounting Policies (continued)

(d)

Financial instruments (continued)
(v)

Measurement (continued)

Financial assets (continued)

Equity investments at FVOCI

Measured at fair value. Dividends are
recognised as income in profit or loss unless
they clearly represent a recovery of part of the
cost of the investment. Other net gains and
losses are recognised in OCI and are never
reclassified to profit or loss.

Financial assets at amortised
cost

Measured at amortised cost using the effective
interest rate method. Interest income, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on
decrecognition is also recognised in profit or
loss.

Financial liabilities

All non-trading financial liabilities are measured at amortised cost.

v)

Fair values of financial assets and liabilities

The fair value of financial assets and financial liabilities is determined as follows:

I. The fair value of financial assets and financial liabilities with standard terms
and conditions and traded on active liquid markets are determined with
reference to quoted market prices; and

ii. The fair value of other financial assets and liabilities (excluding derivative
instruments) is determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices from observable

current market transactions.

The consolidated financial statements include holdings in unquoted shares which

are measured at fair value (Notes 9 and 10).

Fair value is estimated using a

discounted cash flow model, which includes some assumptions which are not

supportable by observable market prices or rates.

If the fair value of unquoted

equities cannot be measured reliably, these financial assets are measured at cost,
being the fair value of the consideration paid for the acquisition of the investment
less impairment losses. All transaction costs directly attributable to the acquisition
are also included in the cost of the investment.
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3. Significant Accounting Policies (continued)

(d)

(€)

Financial instruments (continued)

(vi)

(vii)

Offsetting

Financial assets and liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Group has a legal right to
set off the recognised amounts and it intends either to settle on a net basis or to
realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS,
or for gains and losses arising from a group of similar transactions.

Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the
financial asset or liability is measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortisation using the effective interest
method of any difference between the initial amount recognised and the maturity
amount, minus any reduction for impairment.

Amortised cost is calculated on the effective interest rate method.

Premiums and discounts, including initial transaction costs, are included in the
carrying amount of the related instrument and amortised based on the effective
interest rate of the instrument.

(viit) Designation at fair value through profit or loss

Management designates financial assets and financial liabilities at fair value
through profit or loss when the assets or liabilities are managed and reported
internally on a fair value basis, or the designation eliminates or significantly reduces
an accounting mismatch that would otherwise arise.

Impairment of financial assets

IFRS 9 with its forward-looking ‘expected credit loss’ (ECL) model is used for the
impairment review of the Group’s financial assets. The impairment model applies to

financial assets measured at amortised cost and debt investments at FVOCI and lease

receivables.

Trade receivables, which are short term in nature, are recognised initially at fair value

and subsequently measured at amortised cost using effective interest method, less
provision for impairment.
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3. Significant Accounting Policies (continued)
(e) Impairment of financial assets (continued)

A provision for impairment of trade receivables is established when there is objective
evidence that the Group will not be able to collect all amounts due according to the original
terms of receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganisation, and default or delinquency in
payments are considered indicators that the trade receivable is impaired. The amount of
the provision is the difference between the asset’s carrying amount and the present value
of estimated future cash flows, discounted at the effective interest rate. The amount of the
provision is recognised in the statement of comprehensive income within ‘selling and
marketing expenses’.

ECL can be calculated as lifetime or twelve months ECL. Lifetime ECL are the ECL that
result from all possible default events over the expected life of a financial instrument,
whereas 12-month ECL is the portion of ECL that results from default events that are
possible within the 12 months after the reporting date.

The Group recognises loss allowances for ECL on:

e Financial assets measured at amortised cost; and
e Debt investments measured at FVOCI;

The Group measures loss allowances at an amount equal to lifetime ECL, except in the
following cases, for which the amount recognised is a 12-month ECL.:

e Debt securities that are determined to have low credit risk at the reporting date; and

e  Other financial instruments (other than lease receivables) for which credit risk has
not increased significantly since initial recognition.

Loss allowances for lease receivables are always measured at an amount equal to lifetime
ECL.

In all cases, the maximum period considered when estimating ECL is the maximum
contractual period over which the Group is exposed to credit risk.
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3. Significant Accounting Policies (continued)

(e) Impairment of financial assets (continued)

(i)

Measurement of ECL
ECL is a probability-weighted estimate of credit losses and is measured as follows:

e  Financial assets that are not credit-impaired at the reporting date: the present
value of all cash shortfalls — i.e. the difference between the cash flows due to
the entity in accordance with the contract and the cash flows that the Group
expects to receive; and

e Financial assets that are credit impaired at the reporting date: the difference
between the gross carrying amount and the present value of the estimated
future cash flows.

The key inputs into the measurement of ECL are the term structures of the
following variables:

Probability of default (PD) is an estimate of the likelihood of default over a given
period of time. To determine lifetime and 12 month PDs, the Group uses the PD
tables supplied by Standard and Poors (S&P) based on the default history of
obligors with the same rating.

Loss given default (LGD) is the magnitude of the likely losses if there is a default.
It is based on the difference between the contractual cash flows due and those that
the lender would expect to receive, including from the realization of any collateral.

Exposure at default (EAD) represents the expected exposure in the event of a
default. The Group derives EAD from the current exposure to the counterparty and
potential changes to the current amount allowed under the contract, including
amortization, and prepayments. The EAD of a financial asset is its gross carrying
amount.
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3. Significant Accounting Policies (continued)

(e) Impairment of financial assets (continued)

(it)  Credit impaired financial assets

At each reporting date, the Group assesses whether financial assets measured at

amortised cost and debt investments at F\VOCI are credit impaired. A financial asset

is credit-impaired when one or more events that have a detrimental impact on the

estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable

data:

- Significant financial difficulty of the borrower or issuer;

- A breach of contract such as default or past-due event;

- The restructuring of an amount due to the Group on terms that the Group would
not otherwise consider;

- It becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

- The disappearance of an active market for a security because of financial
difficulties.

A financial asset that has been renegotiated due to deterioration in the borrower’s

condition is usually considered to be credit impaired unless there is evidence that

the risk of not receiving contractual cash flows has reduced significantly and there

are no other indicators of impairment.

In assessing whether an investment in sovereign debt is credit impaired, the Group

considers changes in the rating agencies’ assessments of creditworthiness from the

date of purchase.

(iii) Write off

The gross carrying amount of a financial asset is written off (either partially or in
full) to the extent that there is no realistic prospect of recovery. This is generally
the case when the Group determines that the borrower does not have assets or
sources of income that could generate sufficient cash flows to repay the amounts
subject to the write-off. However, financial assets that are written off could still be
subject to enforcement activities in order to comply with the Group’s procedures
for recovery of amounts due.
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3. Significant Accounting Policies (continued)

(f)

9)

Impairment — non-financial assets

The carrying amounts of the Group’s other assets, other than deferred tax assets and assets
that are subject to amortisation, see accounting policy 3(e), are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication
exists, the asset’s recoverable amount is estimated and an impairment loss is recognised
whenever the carrying amount of an asset exceeds its recoverable amount. Impairment
losses are recognised in profit or loss.

Assets that are subject to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.

(i) Calculation of recoverable amount

The recoverable amount of other assets is the greater of their net selling price and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.
For an asset that does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset
belongs.

(i) Reversals of impairment

In respect of other assets, an impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Cash and cash equivalents

For the purpose of the cash flow statement, cash comprises cash in hand and deposits
held at call with banks. Cash equivalents are short-term highly liquid investments that
are readily convertible to known amounts of cash, are subject to insignificant risk of
change in values and are held for meeting short-term cash commitments rather than for
investment purposes.

These comprise investments in money market instruments and short-term deposits with
original maturities of three months or less, net of bank overdrafts. Cash and cash
equivalents are measured at amortised cost.
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3.

Significant Accounting Policies (continued)

(h)

(@)

)

(k)

Intangible assets

Intangible assets consist of costs of acquisition and implementation of an information
technology system (ERP) and other software. The costs are amortised over the estimated
useful life, which is sixty months.

Inventories

Stores and spares, including goods-in-transit are valued at the lower of cost and net
realisable value. The cost of stores and spares is based on the weighted average cost basis
and includes expenditure incurred in acquiring and bringing them to their existing
location and condition. Provision is made where necessary for obsolete, slow moving and
defective items.

Inventory of methanol is valued at the lower of cost and net realisable value. The cost of
methanol is based on weighted average cost and includes cost of natural gas and other
costs of production. Net realisable value is the price at which inventory can be sold in the
normal course of business after allowing for the costs of realisation.

Insurance and investment contracts — classification
The Group issues contracts that transfer insurance risk or financial risk or both.

Insurance contracts are those contracts that transfer significant insurance risk. Such
contracts may also transfer financial risk. The Group defines as significant insurance risk
as the possibility of having to pay significant additional benefits on the occurrence of an
insured event, more than the benefits payable if the insured event did not occur.

Investment contracts are those contracts that transfer financial risk with no significant
insurance risk.

Insurance contracts
(1) Recognition and measurement

The Group issues insurance contracts that can be classified into two main
categories, depending on the duration of risk and whether or not the terms and
conditions are fixed.

Long-term insurance contracts

These contracts insure events associated with human life (for example death, or
survival) over a long duration.
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Significant Accounting Policies (continued)

Insurance contracts (continued)

Recognition and measurement (continued)

They include the following:

I.  Ordinary Life contracts — These contracts provide for payment of a known
sum in the event of the death of the policyholder. The main risk is the
premature death of the policyholder. The Group takes on this risk by
contracting to pay the sum assured on death in return for a premium.

ii.  Critical Illness contracts — These contracts provide for payment of the sum
insured upon diagnosis of one of the critical illnesses specified in the contract.
The main risk is the premature diagnosis of the specific critical illness. The
Group takes on the risk by contracting to pay the sum insured in return for a
premium.

iii.  Individual Annuity, Group Annuity and Flexible Premium Annuity (FPA)
contracts — These include deferred or immediate annuity and FPA contracts.
These contracts provide for payment of a regular income upon maturity of the
contract in the case of deferred annuities and for immediate commencement
of payments in the case of an immediate annuity. The main risk is the
policyholder outliving the life expectancy adopted for underwriting the
policies.

The Group takes on this risk by contracting to provide an income to the
policyholder while alive in return for an insurance premium.

Long-term insurance premium income is accounted for in profit or loss on the
accrual basis. Premiums are shown before the deduction of commissions. Benefits
are recorded as an expense when they are incurred.

A liability for contractual benefits that is expected to be incurred in the future is
recorded when the premiums are recognised. The liability is determined as the sum
of the expected discounted value of the expected benefit payments and the future
administration expenses that are directly related to the contract, less the discounted
value of the expected future contractual premiums (if any). In order to determine
the liability, assumptions deemed appropriate by the Actuary, are made in respect
of mortality, persistency, maintenance expenses and investment income that may
occur over the future lifetime of a contract. A margin for adverse deviations is
included in the assumptions.

The liabilities are recalculated at each reporting date using the assumptions
established at that date.
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3. Significant Accounting Policies (continued)

(k) Insurance contracts (continued)

(1)

)

Recognition and measurement (continued)

Short-term insurance contracts

These contracts are short-duration life insurance contracts that are issued to
employers which insure against the consequences of the death of employees that
would affect the ability of his/her dependants to maintain their current level of
income. These contracts are renewable annually. Guaranteed benefits paid on
occurrence of the specified insurance event are either fixed or linked to the extent
of the economic loss suffered by the policyholder. There are no maturity or
surrender benefits.

Short-term insurance premiums are accounted for in profit or loss on the accrual
basis. Premiums are shown before deduction of commission.

Benefits are recorded as an expense when they are incurred. Liabilities are
estimated using the unearned premium approximation. This approximation is
checked for reasonableness against the claims and expense experience of the group
of contracts.

Provision for unearned premiums represents the proportions of short-term
insurance premiums written in the year, which relate to periods of insurance
subsequent to the reporting date and are computed on a pro-rata basis.

The provision for unexpired risks represents amounts set aside at the year-end, in
addition to unearned premiums, in respect of subsequent risks to be borne by the
Group under contracts of short-term insurance in force at the year-end.

Liability adequacy test

The Group assesses at each reporting date whether the Group’s recognised
insurance liabilities are adequate, using current estimates of future cash flows under
its insurance contracts.

Current best estimates of future contractual cash flows, claims handling,
administration expenses, as well as investment income from the assets backing such
liabilities are all used to perform the annual actuarial valuation of the Group’s long-
term insurance liability. As such, no Consolidated liability adequacy test is
required. Details of the assumptions adopted in this valuation are disclosed in Note
19.2.
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3. Significant Accounting Policies (continued)

(k) Insurance contracts (continued)

(3)

(4)

Q)

Outstanding claims

Claims outstanding comprise the estimated cost of claims incurred but not settled
at the end of the year. The provision is determined using the best information
available of claims settlement patterns, anticipated inflation and settlement of
claims.

Differences between the estimated cost and subsequent settlement of claims are
recognised in the year in which they are settled or in which the claims outstanding
are re-estimated and such differences could be significantly different.

The provision for unearned premium represents the portion of premiums written
relating to the periods of insurance coverage subsequent to the end of the year.

Receivables and payables related to insurance contracts

Receivables and payables related to insurance contracts are recognised when due.
These include amounts due to and from agents, brokers and insurance contract
holders.

If there is objective evidence that the insurance receivable is impaired, the Group
reduces the carrying amount of the insurance receivable accordingly and recognises
that impairment loss in profit or loss. The Group gathers the objective evidence
that an insurance receivable is impaired using the same process adopted for loans
and receivables. The impairment loss is also calculated under the same method
used for these financial assets.

Reinsurance contracts held

Contracts entered into by the Group with reinsurers under which the Group is
compensated for losses on one or more contracts issued by the Group and that meet
the classification requirements for insurance contracts are classified as reinsurance
contracts held.

The benefits to which the Group is entitled under its reinsurance contracts held are
recognised as reinsurance assets. These assets consist of short-term balances due
from reinsurers. Amounts recoverable from or due to reinsurers are measured
consistently with the amounts associated with the reinsured insurance contracts and
in accordance with the terms of each reinsurance contract. Reinsurance liabilities
are primarily premiums payable for reinsurance contracts and are recognised as an
expense when due.
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3. Significant Accounting Policies (continued)

(k)

0]

Insurance contracts (continued)
(5) Reinsurance contracts held (continued)

The Group assesses its reinsurance assets for impairment on an annual basis. If
there is objective evidence that the reinsurance asset is impaired, the Group reduces
the carrying amount of the reinsurance asset to its recoverable amount and
recognises that impairment loss in profit or loss. The Group gathers the objective
evidence that a reinsurance asset is impaired using the same process adopted for
loans and receivables. The impairment loss is also calculated using the same
method used for these financial assets.

Investment contracts

Investment contracts are those contracts that transfer financial risk with no significant
insurance risk. Any contract not recognised as an insurance contract under IFRS 4 is
classified as an investment contract. The Group’s investment contracts are classified as
deposit administration contracts, managed funds and Executive Flexible Premium
Annuity (EFPA)/Group Advanced Protection (GAP)/Group Annuity Advanced
Performance Policy (GAAPP) policies.

Deposit administration business

These are investment products issued by the Group to registered pension schemes and
used for accumulating retirement benefits for employees of an entity. The funds are
normally used to purchase immediate annuities for the employees upon retirement.

Deposit administration contributions are recorded directly as liabilities. Withdrawals are
deducted directly from the liability.

The interest or investment return provided to contract holders is recorded as ‘investment
contract expenses’.
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0]

(m)

Investment contracts (continued)
Managed Funds business

The managed fund is a unitised fund which is sold to pension plans. The pension plans’
funds as well as their subsequent net inflows/outflows of contributions, benefits and
expenses are used to purchase/sell units in the managed fund. The proceeds from units
purchased by the pension plans are invested in specific investments, which are pooled,
and the pension plans bear the investment risk.

A valuation of the investment portfolio ascertaining the fair value of the assets and
investment income earned is performed each month to determine the offer and bid prices
of the units. The Group acts as a facilitator for the trading of units and can also be a
holder of units at any valuation date. The units held by the Group are kept as a reserve,
the value of which is Consolidated from the pension plans units and credited to
shareholders’ equity. Administration and investment management fees are charged to
the pension plans for services provided by the Group.

EFPA/GAP/GAAPP policies

This is a flexible single premium accumulation annuity product. GAP policies are
corporate owned EFPAs and GAAPP policies formed a new group of single premium
deferred accumulation annuity policies introduced in 2008. Additional premiums
attracted the prevailing interest rate at the time. The interest accruing to policyholders is
recorded as an investment contract expense.

The Group discontinued the sale of these products in 2010.
Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred.
Borrowings are subsequently stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value is recognised in profit or
loss over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional
right to defer settlement of the liability for at least twelve (12) months after the reporting
date.

Preference shares, which are mandatorily redeemable, are classified as liabilities. The
dividends on these preference shares are recognised in profit or loss as interest expense.
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3.

Significant Accounting Policies (continued)

(n)

(0)

Taxation

For CLICO, corporation tax on long-term business (other than approved annuity
business) is charged annually at 15% on investment income derived from the investment
of the assets supporting policyholder liabilities less allowable investment expenses in
relation thereto. The profits of approved annuity business are not chargeable to tax
except to the extent that such profits are distributed to shareholders. Corporation tax is
also due at the rate of 25% on profits of long-term insurance business and non-insurance
business transferred to the account of shareholders and 30% on general insurance
business.

For MHIL, the tax expense for the year comprises current and deferred taxation of the
subsidiary. The current income tax charge is calculated on the basis of the tax laws
enacted at the reporting date. At the reporting date the effective rate was 15%

Deferred income tax is recognised on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements. However,
if the deferred income tax arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss, it is not accounted for. Deferred income tax
is determined using tax rates (and laws) that have been enacted or substantially enacted
by the reporting date and are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are only recognised to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilised.

Deferred tax is calculated on the basis of the tax rate that is expected to apply to the
period when the asset is realised or the liability is settled. The effect on the deferred tax
of any changes in the tax rate is charged to profit or loss, except to the extent that it relates
to items previously charged or credited directly to OCI or equity, in which case the charge
is made to OCI or equity as appropriate.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred tax assets
and liabilities relate to taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities where there is an intention to settle the balances
on a net basis.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation
as a result of past events, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and the amount has been reasonably
estimated.
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Significant Accounting Policies (continued)

(0)

()

Provisions (continued)

Where there are a number of similar obligations, the likelihood that an outflow will be
required to settle the obligation is determined by considering the class of obligation as a
whole. A provision is recognised even if the likelihood of an outflow with respect to any
one item in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required
to settle the obligation using a pre-tax rate that reflects current market assessments of the
time value of money and the risks specific to the obligation. The increase in the provision
due to passage of time is recognised as ‘finance costs’ in the consolidated statement of
comprehensive income.

Revenue recognition

Revenue from contracts with customers

The Group recognises revenue from contracts with customers based on the five step
model set out in IFRS 15.

Step 1: Identify the contracts with customers. A contract is an agreement between two or
more parties that create enforceable rights and obligations and sets out the criteria for
every contract that must be met.

Step 2: Identify the performance obligations in the contract. A performance obligation is
a unit of account and promise in a contract with a customer to transfer a good or service
to the customer.

Step 3: Determine the transaction price. The transaction price is the amount of
consideration to which the Group expects to be entitled in exchange for transferring
promised goods and services to a customer excluding amounts collected on behalf of
third parties.

Step 4: Allocate the transaction price to the performance obligation in the contract. For a
contract that has more than one performance obligation, the Group will allocate
transaction price to each performance obligation that depicts the consideration to which
the Group expects to be entitled in exchange for satisfying each performance obligation.

Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.
The subsidiary of MHIL manufactures and sells methanol. Sales are recognised when

control of the product has been transferred to the customer and there is no unfulfilled
obligation that could affect the customer’s acceptance of the product.
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(P)

Revenue recognition (continued)
Revenue from contracts with customers (continued)

Revenue is recognised on a Freight on Board (FOB) basis i.e. when the bill of lading is
generated for the shipment. The control of the product is transferred to the customer,
when the customer has accepted the product in accordance with the sales contract. The
acceptance provisions have lapsed, or the subsidiary has objective evidence that all
criteria for acceptance have been satisfied. The revenue has not been disaggregated as all
revenue is recognised at a point in time. Further, there is no element of financing deemed
to be present.

A receivable is recognised when the goods are delivered as this is the point in time that
the consideration is unconditional because on the passage of time is required for payment.

The subsidiary of MHIL has incremental cost for obtaining a contract, in the form of a
4.5% marketing fee for each contract with the customer entered into through Helm AG.
However since no contract exceeds one year, the subsidiary has used the practical
expedient of recognizing the contract cost as an expense as and when incurred.

The insurance products revenue recognition is defined in IFRS 4 (see note 3(j) on
premium income).

Fee income

The Group is the advisor, manager and distributor of the Colonial Life Family of Funds.
Front-end fees are charged to the customers of the Core (Series V1) and Power (Series
VI) Funds. These front-end fees are for a guarantee that the Group provides to the
customer for principal and for a specific interest rate of return over a specified period of
time. This fee is accounted for in the period in which the contract is made.

Fees arising from asset management and other investment related services are recognised
in the accounting period in which the services are rendered.

(1) Interest
(a) Effective interest rate

Interest income and expense are recognised in profit or loss using the effective
interest method. The 'effective interest rate' is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the
financial instrument to:

— the gross carrying amount of the financial asset; or

— the amortised cost of the financial liability.
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(p) Revenue recognition (continued)

Revenue from contracts with customers (continued)

(i) Interest (continued)
(a) Effective interest rate (continued)

When calculating the effective interest rate for financial instruments other than
purchased or originated credit-impaired assets, the Group estimates future cash
flows considering all contractual terms of the financial instrument, but not ECL.

For purchased or originated credit-impaired financial assets, a credit-adjusted
effective interest rate is calculated using estimated future cash flows including
ECL.

The calculation of the effective interest rate includes transaction costs and fees
and points paid or received that are an integral part of the effective interest rate.
Transaction costs include incremental costs that are directly attributable to the
acquisition or issue of a financial asset or financial liability.

(b) Presentation

Interest income calculated using the effective interest method presented in the
statement of profit or loss and OCI includes:

- interest on financial assets and financial liabilities measured at amortised
cost; and
- interest on debt instruments measured at FVOCI.

Interest expense presented in the statement of profit or loss and OCI includes:

- financial liabilities measured at cost; and
- negative interest on financial assets; and
- interest expense on lease liabilities.

Cash flows related to capitalised interest are presented in the statement of
cash flows consistently with interest cash flows that are not capitalised.
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(p) Revenue recognition (continued)

(@)

(r)

(i)

(iii)

(iv)

Investment income

Investment income comprises interest, dividends, rent and loan interest for the year,
and realised profits and losses on sale of investments. Dividends are recognised
when the rights to receive payment are established. Interest is recognised on a time
proportion basis using the effective interest method.

Rental income

Rental income is recognised on the accrual basis.

Net trading income (income from investment securities at FVTPL)

‘Net trading income' comprises gains less losses related to trading assets and

liabilities, and includes all fair value changes, interest, dividends and foreign
exchange differences.

Expenses of management

Expenses of management are allocated directly to the individual funds where applicable.
Other expenses not directly allocated are apportioned to the individual funds in the ratio
of direct salary costs for the year.

Leases

At inception of a contract, the Group 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 Group assesses
whether:

the contract involves the use of an identified asset. This may be specified explicitly
or implicitly, and should be physically distinct or

represent substantially all of the capacity of a physically distinct asset. If the
supplier has a substantive substitution right, then the asset is not identified,;

the Group has the right to obtain substantially all of the economic benefits from use
of the asset throughout the period of use; and

the Group has the right to direct the use of the asset. The Group has this right when
it has the decision-making rights that are most relevant to changing how and for
what purpose the asset is used.
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(r)

Leases (continued)
As a lessee (continued)

The Group mainly leases various office space, motor vehicles and equipment used in its
operations. Rental contracts for these leases are typically made for fixed periods but may
have extension options, which is described below. Some contracts contain lease and non-
lease components, which are accounted for as consolidated components based on the
stand-alone prices stated in the contracts. However, for the leases of property the Group
has elected not to consolidated non-lease components and account for the lease and non-
lease components as a single lease component.

Lease terms are negotiated on an individual basis and contain a wide range of different
terms and conditions. The lease agreements do not impose any covenants and the leased
assets may not be used as security for borrowing purposes.

The Group applies a single recognition and measurement approach to all leases, except
for short-term leases and leases of low-value assets.

At lease commencement date, the Group recognises a right-of-use asset and a lease
liability in the statement of financial position.

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 Group by the end of the lease term or the cost of the right-
of-use asset reflects that the Group 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 Group’s incremental borrowing rate.
Generally, the Group uses its incremental borrowing rate as the discount rate. The Group
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.
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Significant Accounting Policies (continued)

(r)

Leases (continued)
As a lessee (continued)

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 Group is reasonably certain to
exercise

- lease payments in an optional renewal period if the Group is reasonably certain to
exercise an extension option, and

- penalties for early termination of a lease unless the Group is reasonably certain not
to terminate early.

The lease liability is subsequently measured by increasing the carrying amount to reflect
interest on the lease liability (using the effective interest method) and by reducing the
carrying amount to reflect lease payments made.

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 Group’s estimate of the amount expected to
be payable under a residual value guarantee, if the Group 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 Group presents right-of-use assets that do not meet the definition of investment
property in ‘property and equipment’ and lease liabilities on the face of the statement of
financial position.

The Group presents right-of-use assets that meet the definition of investment property at
fair value under IAS 40 as investment property.

Short-term leases and leases of low-value assets

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

(s)

Leases (continued)
As a lessor

The Group leases out its investment properties. The Group has classified these leases as
finance leases and operating leases. Its operating leases are so classified because they
do not transfer substantially all of the risks and rewards incidental to the ownership of
the assets. Rental income arising is accounted for on a straight-line basis over the lease
term and is included in other income in profit or loss.

When the Group acts as a finance lessor, it determines at lease inception whether each
lease is a finance lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease
transfers substantially all of the risks and rewards incidental to ownership of the
underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Group considers certain indicators such
as whether the lease is for the major part of the economic life of the asset.

When the Group is an intermediate lessor, it accounts for its interests in the head lease
and the sub-lease separately. It assesses the lease classification of a sub-lease with
reference to the right-of-use asset arising from the head lease, not with reference to the
underlying asset. If a head lease is a short-term lease to which the Group applies the
exemption described above, then it classifies the sub-lease as an operating lease.

The Group recognises lease payments received under operating leases as income on a
straight-line basis over the lease term as part of ‘other income'

When the Group acts as the intermediate lessor under a finance lease, the Group as a
lessor recognises a finance lease receivable at an amount equal to its net investment in
the lease, which comprises the present value of the lease payments and unguaranteed
residual value accruing to the lessor.

Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilities, are classified as
held-for sale if it is highly probable that they will be recovered primarily through sale
rather than through continuing use.

Such assets, or disposal groups, are generally measured at the lower of their carrying
amount and fair value less costs to sell.
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(s)

Assets held for sale (continued)

An impairment loss is recognized for any initial or subsequent write-down of the asset
to fair value less costs to sell. A gain is recognized for any subsequent increases in fair
value less costs to sell of an asset, but not in excess of any cumulative impairment loss
previously recognised. Impairment losses on initial classification as held-for-sale and
subsequent gains and losses on remeasurement are recognized in profit or loss.

A gain or loss not previously recognized by the date of the sale of the noncurrent asset
IS recognized at the date of derecognition.

Once classified as held-for-sale, property and equipment are no longer amortised or
depreciated. Interest and other expenses attributable to the liabilities directly associated
with assets held for sale continue to be recognised.

Non-current assets classified as held for sale are presented separately from the other
assets in the balance sheet. The liabilities directly associated with assets held for sale are
presented separately from other liabilities in the balance sheet.

A discontinued operation is a component of the entity that has been disposed of or is
classified as held for sale and that represents a Consolidated major line of business or
geographical area of operations, is part of a single co-ordinated plan to dispose of such
a line of business or area of operations, or is a subsidiary acquired exclusively with a
view to resale. The results of discontinued operations are presented separately in the
statement of profit or loss.

An asset classified as an asset held for sale but the criteria for held for sale are no longer
met, shall cease to classify as asset as held for sale.

A non-current asset that ceases to be classified as held for sale shall be measure at the
lower of:

(a) its carrying amount before the asset was classified as held for sale, adjusted for any
depreciation, amortisation or revaluations that would have been recognised had the
asset not been classified as held for sale or as held for distribution to owners, and

(b) its recoverable amount at the date of the subsequent decision not to sell or distribute.
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3.

Significant Accounting Policies (continued)

(t)

New, revised and amended standards interpretations that became effective during the

year

Certain new and amended standards came into effect during the current financial year.
The Group has assessed them and has adopted those which are relevant to its financial
statements:

Amendments to IAS 37 Provision, Contingent Liabilities and Contingent Assets is
effective for annual periods beginning on or after January 1, 2022 and clarifies
those costs that comprise the costs of fulfilling the contract.

The amendments clarify that the ‘costs of fulfilling a contract’ comprise both the
incremental costs — e.g. direct labour and materials; and an allocation of other direct
costs — e.g. an allocation of the depreciation charge for an item of property, plant
and equipment used in fulfilling the contract. This clarification will require entities
that apply the ‘incremental cost’ approach to recognise bigger and potentially more
provisions. At the date of initial application, the cumulative effect of applying the
amendments is recognised as an opening balance adjustment to retained earnings
or other component of equity, as appropriate. The comparatives are not restated.

The amendment had no significant impact on the Group’s financial statements.

Amendments to IAS 16 Property, Plant and Equipment, effective for annual
periods beginning on or after January 1, 2022, will mainly affect extractive and
petrochemical industries and include the following guidance.

In the process of making an item of property, plant and equipment (PPE) available
for its intended use, a Group may produce and sell items — e.g. minerals extracted
in the process of constructing an underground mine or oil and gas from testing wells
before starting production. It provides guidance on the accounting for such sale
proceeds and the related production costs.

Under the amendments, proceeds from selling items before the related item of PPE
is available for use should be recognised in profit or loss, together with the costs of
producing those items. IAS 2 Inventories should be applied in identifying and
measuring these production costs.

Companies will therefore need to distinguish between, costs associated with
producing and selling items before the item of PPE is available for use, and costs
associated with making the item of PPE available for its intended use. Making this
allocation of costs may require significant estimation and judgement. Companies
in the extractive industry may need to monitor costs at a more granular level.
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Significant Accounting Policies (continued)

(t)

New, revised and amended standards interpretations that became effective during the
year (continued)

Amendments to IAS 16 Property, Plant and Equipment (continued)

The amendments also clarify that testing whether an item of PPE is functioning
properly means assessing its technical and physical performance rather than
assessing its financial performance — e.g. assessing whether the PPE has achieved
a certain level of operating margin.

For the sale of items that are not part of a Group’s ordinary activities, the
amendments require the Group to; disclose separately the sales proceeds and related
production cost recognised in profit or loss, and specify the line items in which such
proceeds and costs are included in the statement of comprehensive income. This
disclosure is not required if such proceeds and cost are presented separately in the
statement of comprehensive income.

The amendment had no significant impact on the Group’s consolidated financial
statements.

Annual Improvements to IFRS Standards 2018-2020 cycle contain amendments to
IFRS 1 First-time Adoption of International Financial Reporting Standards, IFRS
9 Financial Instruments, IFRS 16 Leases, IAS 41 Agriculture, and are effective for
annual periods beginning on or after January 1, 2022.

i. IFRS 9 Financial Instruments amendment clarifies that — for the purpose of
performing the ‘10 per cent test’ for derecognition of financial liabilities — in
determining those fees paid net of fees received, a borrower includes only fees
paid or received between the borrower and the lender, including fees paid or
received by either the borrower or lender on the other’s behalf.

ii. IFRS 16 Leases amendment removes the illustration of payments from the
lessor relating to leasehold improvements.

iii. The amendments to IAS 41 Agriculture removes the requirement to exclude
cash flows for taxation when measuring fair value, thereby aligning the fair
value measurement requirements in IAS 41 with those in IFRS 13 Fair Value
Measurement.
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Significant Accounting Policies (continued)

(t) New, revised and amended standards interpretations that became effective during the

year (continued)

e  Annual Improvements to IFRS Standards 2018-2020 cycle (continued)

iv. IFRS 1 First-time Adoption of International Financial Reporting Standards
— this amendment simplifies the application of IFRS 1 for a subsidiary that
becomes a first-time adopter of IFRS Standards later than its parent —i.e. if a
subsidiary adopts IFRS Standards later than its parent and applies IFRS
1.D16(a), then a subsidiary may elect to measure cumulative translation
differences for all foreign operations at amounts included in the consolidated
financial statements of the parent, based on the parent’s date of transition to
IFRS Standards.

These amendments had no significant impact on the Group’s financial
statement.

(u) New, revised and amended standards and interpretations not yet effective

At the date of authorisation of these financial statements, certain new and amended
standards and interpretations have been issued which were not effective for the current
year and which the Group has not early-adopted. The Group has assessed them with
respect to its operations and has determined that the following are relevant:

o IFRS 17 Insurance Contracts, effective for annual reporting periods beginning on
or after January 1, 2023 replaces IFRS 4 Insurance Contracts and provides three
models to apply to all insurance contracts: the general model, the variable fee
approach and the premium allocation approach.

Insurance Contracts (IFRS 17) & Financial Instruments (IFRS9)

Glossary of Acronyms
CSM Contractual Service Margin | LIC | Liabilities for Incurred
Claims
ECL Expected Credit Loss LRC | Liabilities for Remaining
Coverage
FVTOCI | Fair Value Through Other PAA | Premium Allocation
Comprehensive Income Approach
GMM General Measurement SPPI | Solely Payments of Principal
Model and Interest
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

The Group will adopt IFRS 17 in conjunction with updates and Re-Classification and
Measurement under IFRS 9 Financial instruments (“IFRS 9") on the required
effective date of January 1, 2023, which replace IFRS 4 Insurance Contracts ("IFRS
4") initial Classification & Measurement for IFRS 9 undertaken in 2018, respectively.
While IFRS 9 was effective for annual periods beginning on or after January 1, 2018,
the move to IFRS 17 allows the Group to revisit the election for the assets to be
recognized at Fair Value (with appropriate amortization or Impairment), FVTPL or
FVOCI and liabilities whose effect of changes in discount rate on projected liabilities
can be recognized through P&L or through OCI.

IFRS 17 will be applied retrospectively as at January 1, 2022 to each group of
insurance contracts, as a result comparative information will be restated. If full
retrospective application is impracticable, the modified retrospective approach or the
fair value approach could be applied. The Group will apply the fair value approach.
The Group will recognize any IFRS 9 measurement differences by adjusting its
balance sheet on January 1, 2023, as a result comparative information will not be
restated.

Implementation update

The Group has finalized the determination of its accounting policies and continues
its efforts towards documenting detailed requirements, testing and completion of
implementation to allow for the comparative period re-runs under the newly designed
business processes. The Group has finalized the development, testing, and
implementation of the new technology solutions that will enable it to meet the
requirements of the standards. In addition, the Group is finalizing its IFRS 17 opening
balance sheet as at January 1, 2022, and is progressing with the restatement of its
2022 quarterly financial statements based on the testing noted above.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

A.

Estimate impact of the Adoption of IFRS 17

CLICO also continues to refine and enhance its IFRS 17 reporting and disclosure
processes. Based on the experience and the assessments conducted to date,
CLICO is not-in a position to fully quantify the IFRS 17 insurance contract
liabilities—compared to the current IFRS 4 insurance contract liabilities on
transition date.-CLICO will state more detailed comparative information upon
the finalization of its IFRS 17 policy papers (see (B)(ix) and CBTT regulatory
requirements in 2023 as the figures are re-run

As a result, the assessment above is based on policy decisions that have not been
completely finalised. The actual quantitative impact of adopting IFRS 17 on
January 1, 2023 may change because:

e CLICO may refine its IFRS 17 reporting process and policy decisions based,
new insurance and capital regulations to be published by the regulator.

The implementation of the IFRS 17 standard involves significant
enhancements to IT, actuarial and finance systems of CLICO. The Group has
an entity-wide implementation programme to implement IFRS 17. The
programme is responsible for setting accounting policies and developing
application methodologies, establishing appropriate processes and controls,
sourcing appropriate data and implementing actuarial and finance system
changes.

e CLICO is continuing to refine the new accounting processes and internal
controls required for applying IFRS 17,

e the new accounting policies, assumptions, decisions and estimation
techniques employed are subject to change until CLICO finalises its first
financial statements that include the date of initial application; and

An entity-wide IFRS 17 Working Group, chaired by the Chief Financial Officer
and includes the key Finance managers, provides oversight and strategic
direction to the implementation programme. A number of sub-committees are
also in place to provide governance over the technical interpretation and
accounting policies selected, design and delivery of the programme.

During 2022, CLICO finalised its technical positions, submitted its positions for auditor
review and commenced the building and testing of new IT, actuarial and finance systems.
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Significant Accounting Policies (continued)

(u)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

B.

IFRS 17 Insurance Contracts

Below are key IFRS 17 policy discussions:

Identifying contracts in the scope of IFRS 17

IFRS 17 establishes principles for the recognition, measurement, presentation
and disclosure of CLICO’s insurance contracts issued and reinsurance contracts

held.

For insurance contract issued and reinsurance contract held, CLICO will
continue to treat all individual life and annuities, as well as group life, creditor
and health as insurance contracts given these contracts transfer significant
insurance risk.

Group Pension (Managed Fund and Deposit Administration) and EFPA
contracts that transfer financial risk will continue to be classified as investment
contracts under the scope of IFRS 9.

When identifying contracts in the scope of IFRS 17, CLICO had to assess
whether a set or series of contracts needs to be treated as a single contract and
whether embedded derivatives, investment components and goods and services
components had to be separated and accounted for under another standard.

Level of aggregation

Under IFRS 17, insurance contracts are aggregated into groups for measurement
purposes. Groups of contracts are determined by first identifying portfolios of
contracts, each comprising contracts subject to similar risks and managed
together. Contracts in different product lines or issued by the Group are expected
to be in different portfolios. Each portfolio is then divided into annual cohorts
(i.e. by year of issue) and each annual cohort into groups:

e any contracts that are onerous on initial recognition;

e any contracts that, on initial recognition, have no significant possibility of
becoming onerous subsequently; and

e any remaining contracts in the annual cohort.

The level of aggregation requirements of IFRS 17 limit the offsetting of gains
on groups of profitable contracts, which are generally deferred as a CSM, against
losses on groups of onerous contracts, which are recognised immediately (see
(v) and (vi)).
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3.

Significant Accounting Policies (continued)

(u)

New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

Contract boundaries

Under IFRS 17, the measurement of a group of contracts includes all of the future
cash flows within the boundary of each contract in the group.

Compared with the current accounting, certain contracts under IFRS 17 contract
boundary requirements may change the scope of cash flows to be included in the
measurement of existing recognised contracts, as opposed to future unrecognised
contracts. The period covered by the premiums within the contract boundary is the
‘coverage period’, which is relevant when applying a number of requirements in
IFRS 17.

Insurance contracts

For insurance contracts, cash flows are within the contract boundary if they arise
from substantive rights and obligations that exist during the reporting period in which
the Group can compel the policyholder to pay premiums or has a substantive
obligation to provide services (including insurance coverage and investment
services). A substantive obligation to provide services ends when:

° CLICO has the practical ability to reassess the risks of the particular
policyholder and can set a price or level of benefits that fully reflects those
reassessed risks; or

° CLICO has the practical ability to reassess the risks of the portfolio that
contains the contract and can set a price or level of benefits that fully reflects
the risks of that portfolio, and the pricing of the premiums up to the
reassessment date does not take into account risks that relate to periods after
the reassessment date.

Reinsurance contracts

For reinsurance contracts, cash flows are within the contract boundary if they arise

from substantive rights and obligations that exist during the reporting period in which

CLICO is compelled to pay amounts to the reinsurer or has a substantive right to

receive services from the reinsurer. A substantive right to receive services from the

reinsurer ends when the reinsurer:

. has the practical ability to reassess the risks transferred to it and can set a price
or level of benefits that fully reflects those reassessed risks; or

° has a substantive right to terminate the coverage.

Some of the Group’s quota share reinsurance treaties cover underlying contracts
issued within the annual term on a risk-attaching basis and provide unilateral rights
to both the Group and the reinsurer to terminate the attachment of new underlying
contracts at any time by giving three months’ notice to the other party.
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3.

Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

iv.

Measurement — Overview

IFRS 17 introduces a measurement model based on the estimates of the
present value of future cash flows that are expected to arise as the Group
fulfils the contracts, an explicit risk adjustment for non-financial risk and a
CSM. For an explanation of how CLICO will apply the measurement model,
see (V). Contracts are subject to different requirements depending on whether
they are classified as direct participating contracts or contracts without direct
participation features.

All insurance contracts and all reinsurance contracts are expected to be
classified as contracts without direct participation features, that is, the Group
does not expect to apply the Variable Fee Approach (VFA) to any of its
insurance contracts issued or reinsurance contracts held.

Premium Allocation Approach (PAA)

The Premium Allocation Approach (PAA) is an optional simplified
measurement model in IFRS 17 that is available for insurance and reinsurance
contracts that meet the eligibility criteria. PAA will be used for reinsurance
agreement covering Group business where the contract boundary of the
reinsurance agreement is less than one year. For an explanation of how
CLICO will apply the PAA methodology, see (vi).

CLICO expects that it will apply the PAA to all contracts in the Group Life,
Creditor and Health segment because the following criteria are expected to be
met at inception.

e  The coverage period of each contract in the group is one year or less.

e  The Group reasonably expects that the resulting measurement of the
liability for remaining coverage would not differ materially from the
result of applying the accounting policies described above.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

V.

Measurement — Life contracts
Insurance contracts

Oninitial recognition, the Group will measure a group of contracts as the total
of (a) the fulfilment cash flows, which comprise estimates of future cash
flows, adjusted to reflect the time value of money and the associated financial
risks, and a risk adjustment for non-financial risk; and (b) the CSM. The
fulfilment cash flows of a group of contracts do not reflect CLICO’s non-
performance risk.

The CSM of a group of contracts represents the unearned profit that CLICO
will recognise as it provides services under those contracts. On initial
recognition of a group of contracts, the group is not onerous if the total of the
following is a net inflow:

(@) the fulfilment cash flows;

(b) any cash flows arising at that date; and

(c) any amount arising from the derecognition of any assets or liabilities
previously recognised for cash flows related to the group (including
assets for insurance acquisition cash flows; see below).

In this case, the CSM is measured as the equal and opposite amount of the net
inflow, which results in no income or expenses arising on initial recognition.
If the total is a net outflow, then the group is onerous and the net outflow is
generally recognised as a loss in profit or loss; a loss component is created to
depict the amount of the net cash outflow, which determines the amounts that
are subsequently presented in profit or loss as reversals of losses on onerous
contracts and are excluded from insurance revenue (see (Vviii)).
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

V.

Measurement — Life contracts (continued)

Subsequently, the carrying amount of a group of contracts at each reporting
date is the sum of the liability for remaining coverage and the liability for
incurred claims. The liability for remaining coverage comprises (a) the
fulfilment cash flows that relate to services that will be provided under the
contracts in future periods and (b) any remaining CSM at that date. The
liability for incurred claims includes the fulfilment cash flows for incurred
claims and expenses that have not yet been paid, including claims that have
been incurred but not yet reported.

The fulfilment cash flows of groups of contracts are measured at the reporting
date using current estimates of future cash flows, current discount rates and
current estimates of the risk adjustment for non-financial risk. Changes in
fulfilment cash flows are recognised as follows.

Changes relating to future | Adjusted against the CSM (or recognised in

services the insurance
service result in profit or loss if the group is
onerous)

Changes relating to current or | Recognised in the insurance service result in
past services profit or loss

Effects of the time value of | Recognised as insurance finance income or
money, financial risk and | expenses
changes therein on estimated

future cash flows

The CSM is adjusted subsequently only for changes in fulfilment cash flows
that relate to future services and other specified amounts and is recognised in
profit or loss as services are provided. The CSM at each reporting date
represents the profit in the group of contracts that has not yet been recognised
in profit or loss because it relates to future service.

Reinsurance contracts

Reinsurance contracts are entered into to cover CLICO’s Individual and
Group Life, Group Creditor and Group Health products.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

V.

Vi.

Measurement — Life contracts (continued)

The carrying amount of a group of reinsurance contracts at each reporting date
is the sum of the reinsurance contract held asset/liability for remaining coverage
and the reinsurance contract held asset/liability for incurred claims. The
reinsurance contract held risk adjustment for non-financial risk will represent
the amount of risk being transferred by the Group to the reinsurer.

Insurance acquisition cash flows

Insurance acquisition cash flows arise from the activities of selling,
underwriting and starting a group of contracts that are directly attributable to
the portfolio of contracts to which the group belongs. Under IFRS 17, for Life
contracts, insurance acquisition cash flows are allocated to groups of contracts
using systematic and rational methods based on the total premiums for each

group.

Insurance acquisition cash flows do not materially impact the measurement of
Liability for Remaining Coverage and the Group has elected to immediately
recognize insurance acquisition expense in P&L as they are incurred.

Measurement — Group Life, Health and Creditor Life contracts

On initial recognition of each group of Group Life, Health and Creditor Life
insurance contracts, the carrying amount of the liability for remaining coverage
is measured at the premiums received on initial recognition. CLICO will elect
to recognise insurance acquisition cash flows as expenses when they are
incurred.

Subsequently, the carrying amount of the liability for remaining coverage is
increased by any further premiums received and decreased by the amount
recognised as insurance revenue for services provided. CLICO expects that the
time between providing each part of the services and the related premium due
date will be no more than a year. Accordingly, as permitted under IFRS 17,
CLICO will not adjust the liability for remaining coverage to reflect the time
value of money and the effect of financial risk.

62



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022

(Expressed in thousands of Trinidad and Tobago dollars)

3.

Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

vi.

Measurement — Group Life, Health and Creditor Life contracts (continued)
Estimates of future cash flows

In estimating future cash flows, the Group will incorporate, in an unbiased
way, all reasonable and supportable information that is available without
undue cost or effort at the reporting date. This information includes both
internal and external historical data about claims and other experience,
updated to reflect current expectations of future events.

The estimates of future cash flows will reflect CLICO’s view of past
experience and current conditions at the reporting date, as long as the
estimates of any relevant market variables are consistent with observable
market prices.

When estimating future cash flows, CLICO will take into account current
expectations of future events that might affect those cash flows. However,
expectations of future changes in legislation that would change or discharge
a present obligation or create new obligations under existing contracts will
not be taken into account until the change in legislation is substantively
enacted.

Discount rates

For groups of insurance contracts measured under the General Model
approach (GMM): most of CLICO’s cash flows do not vary based on returns
of any underlying items. Therefore, the discount rates will purely reflect the
characteristics of insurance contracts and be delinked from the underlying
assets.

For groups of insurance contracts measured under the Premium
Allocation approach (PAA): the coverage period is less than one year. It is
not subject to significant time value of money. Therefore, CLICO will not
apply discount rate to contracts measured under the PAA

Discount rates for reinsurance contracts held will be discounted using the
same discount rates compared to direct insurance contracts.

The locked-in discount rate determined at transition date or initial recognition
will be used for interest accretion calculation on the CSM as required by the
standard.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

vi.

Vii.

Measurement — Group Life, Health and Creditor Life contracts (continued)

Risk adjustments for non-financial risk

Risk adjustments for non-financial risk will be determined to reflect the
compensation that CLICO would require for bearing non-financial risk and
its degree of risk aversion. The Group will disclose the range of confidence
level that the risk adjustment fall within in future disclosures, as required by
the standard.

Contractual Service Margin (CSM)

The CSM of a group of contracts is recognised in profit or loss to reflect
services provided in each year, by identifying the coverage units in the
group, allocating the CSM remaining at the end of the year (before any
allocation) equally to each coverage unit provided in the year and expected
to be provided in future years, and recognising in profit or loss the amount
of the CSM allocated to coverage units provided in the year. The number
of coverage units is the quantity of services provided by the contracts in
the group, determined by considering for each contract the quantity of the
benefits provided and its expected coverage period. The coverage units
will be reviewed and updated at each reporting date for each IFRS 17
Group.

Presentation and disclosure

IFRS 17 will significantly change how insurance contracts and reinsurance
contracts are presented and disclosed in financial statements.

Under IFRS 17, portfolios of insurance contracts that are assets and those that
are liabilities, and portfolios of reinsurance contracts that are assets and those
that are liabilities, are presented separately in the statement of financial
position. All rights and obligations arising from a portfolio of contracts will
be presented on a net basis; therefore, balances such as insurance receivables
and payables and policyholder loans will no longer be presented separately.
Any assets or liabilities recognised for cash flows arising before the
recognition of the related group of contracts (including any assets for
insurance acquisition cash flows) will also be presented in the same line item
as the related portfolios of contracts.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

Vi.

Presentation and disclosure (continued)

Under IFRS 17, amounts recognised in the statement of profit or loss and OCI
are disaggregated into

(@) aninsurance service result, comprising insurance revenue and insurance
service expenses; and

(b) insurance finance income or expenses. Amounts from reinsurance
contracts will be presented separately.

The separate presentation of underwriting and financial results under IFRS 17
and IFRS 9 will provide added transparency about the sources of profits and
quality of earnings.

Insurance service result

For contracts measured using the general measurement model (GMM),
insurance revenue for each year represents the changes in the liabilities for
remaining coverage that relate to services for which CLICO expects to receive
consideration and an allocation of premiums that relate to recovering
insurance acquisition cash flows.

For contracts measured using the PAA, insurance revenue is recognised based
on an allocation of expected premium receipts to each period of coverage,
which is based on the expected timing of incurred insurance service expenses
for certain property contracts and the passage of time for other contracts.

Expenses that related directly to the fulfilment of contracts will be recognised
in profit or loss as insurance service expenses, generally when they are
incurred. Expenses that do not relate directly to the fulfilment of contracts
will be presented outside the insurance service result.

Amounts recovered from reinsurers and reinsurance expenses will no longer
be presented separately in profit or loss, because CLICO will present them on
a net basis as ‘net expenses from reinsurance contracts’ in the insurance
service result, but information about these will be included in the disclosures.
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Significant Accounting Policies (continued)
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IFRS 17 Insurance Contracts (continued)

Vil.

viii.

Presentation and disclosure (continued)
Insurance finance income and expenses

Under IFRS 17, changes in the carrying amounts of groups of contracts
arising from the effects of the time value of money, financial risk and changes
therein are generally presented as insurance finance income or expenses. They
include changes in the measurement of groups of contracts caused by changes
in the value of underlying items (excluding additions and withdrawals).

Disclosure

IFRS 17 requires extensive new disclosures about amounts recognised in the
financial statements, including detailed reconciliations of contracts, effects of
newly recognised contracts and information on the expected CSM emergence
pattern, as well as disclosures about significant judgements made when
applying IFRS 17. There will also be expanded disclosures about the nature
and extent of risks from insurance contracts and reinsurance contracts.
Disclosures will generally be made at a more granular level than under IFRS
4, providing more transparent information for assessing the effects of
contracts on the financial statements.

Transition

Per the Standard, changes in accounting policies resulting from the adoption
of IFRS 17 will be applied using a full retrospective approach to the extent
practicable. CLICO considers the full retrospective approach impracticable
given the historical information required is unavailable due to system
migrations, data retention requirements and changes in key management
team. Such information includes for certain contracts:

- expectations about a contract’s profitability and risks of becoming
onerous required for identifying groups of contracts; As the traditional
Life insurance portfolio has been closed to new business for over 6
years, knowledge of pricing assumptions and discount rates assumed on
pricing are not available
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

IFRS 17 Insurance Contracts (continued)

viii. Transition (continued)

- information about historical cash flows (including insurance acquisition
cash flows and other cash flows incurred before the recognition of the
related contracts) and discount rates required for determining the
estimates of cash flows on initial recognition and subsequent changes
on a retrospective basis; and

- information about certain changes in assumptions and estimates without
being influenced by hindsight, because they were not documented on an
ongoing basis.

CLICO expects to use the Fair Value approach for determining the CSM (or
the loss component) at the transition date.

Fair value is defined as 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. Under the fair value approach, the CSM (or the loss
component) at January 1 2022 will be determined as the difference between
the fair value of the insurance contracts at that date and the fulfilment cash
flows at that date.

The cash flows considered in the fair value measurement will be consistent
with those that are within the contract boundary (see (iii)). The present value
of the future cash flows considered in measuring fair value will be broadly
consistent with that determined in measuring the fulfilment cash flows.

The Group’s assessment of the impact of Amendments to IFRS 17 Insurance
Contracts, is ongoing.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

Amendments to IAS 1 Presentation of Financial Statements, will apply
retrospectively for annual reporting periods beginning on or after 1 January 2023.
The amendments promote consistency in application and clarify the requirements
on determining if a liability is current or non-current.

Under existing 1AS 1 requirements, companies classify a liability as current when
they do not have an unconditional right to defer settlement of the liability for at
least twelve months after the end of the reporting period. As part of its amendments,
the requirement for a right to be unconditional has been removed and instead, now
requires that a right to defer settlement must have substance and exist at the end of
the reporting period. A Group classifies a liability as non-current if it has a right to
defer settlement for at least twelve months after the reporting period. It has now
been clarified that a right to defer exists only if the Group complies with conditions
specified in the loan agreement at the end of the reporting period, even if the lender
does not test compliance until a later date.

With the amendments, convertible instruments may become current. In light of this,
the amendments clarify how a Group classifies a liability that includes a
counterparty conversion option, which could be recognised as either equity or a
liability separately from the liability component under IAS 32. Generally, if a
liability has any conversion options that involve a transfer of the Group’s own
equity instruments, these would affect its classification as current or non-current. It
has now been clarified that a Group can ignore only those conversion options that
are recognised as equity when classifying liabilities as current or non-current.

The Group does not expect the amendment to have a significant impact on its
financial statements.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

Amendments to IAS 1 Presentation of Financial Statements are effective for
annual periods beginning on or after January 1, 2023 and may be applied earlier.
The amendments help companies provide useful accounting policy disclosures.

The key amendments to IAS 1 include:

- requiring companies to disclose their material accounting policies rather than
their significant accounting policies;

- clarifying that accounting policies related to immaterial transactions, other
events or conditions are themselves immaterial and as such need not be
disclosed; and

- clarifying that not all accounting policies that relate to material transactions,
other events or conditions are themselves material to a Group’s financial
statements.

The amendments are consistent with the refined definition of material:

“Accounting policy information is material if, when considered together with other
information included in an entity’s financial statements, it can reasonably be
expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements .

The Group is assessing the impact that the amendment will have on its financial
statements.

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors are effective for periods beginning on or after January 1, 2023, with early
adoption permitted. The amendments introduce a new definition for accounting
estimates: clarifying that they are monetary amounts in the financial statements that
are subject to measurement uncertainty.

The amendments also clarify the relationship between accounting policies and
accounting estimates by specifying that a Group develops an accounting estimate
to achieve the objective set out by an accounting policy.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

Amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors (continued)

Developing an accounting estimate includes both:

- selecting a measurement technique (estimation or valuation technique) —e.g. an
estimation technique used to measure a loss allowance for expected credit losses
when applying IFRS 9 Financial Instruments; and

- choosing the inputs to be used when applying the chosen measurement
technique — e.g. the expected cash outflows for determining a provision for
warranty obligations when applying IAS 37 Provisions, Contingent Liabilities
and Contingent Assets.

The effects of changes in such inputs or measurement techniques are changes in
accounting estimates.

The Group is assessing the impact that the amendment will have on its financial
statements.

Amendments to IAS 12 Income Taxes are effective for annual reporting periods
beginning on or after January 1, 2023, with early adoption permitted. The
amendments clarify how companies should account for deferred tax on certain
transactions — e.g. leases and decommissioning provisions.

The amendments narrow the scope of the initial recognition exemption (IRE) so that
it does not apply to transactions that give rise to equal and offsetting temporary
differences. As a result, companies will need to recognise a deferred tax asset and a
deferred tax liability for temporary differences arising on initial recognition of a
lease and a decommissioning provision.

For leases and decommissioning liabilities, the associated deferred tax asset and
liabilities will need to be recognised from the beginning of the earliest comparative
period presented, with any cumulative effect recognised as an adjustment to retained
earnings or other components of equity at that date. If a Group previously accounted
for deferred tax on leases and decommissioning liabilities under the net approach,
then the impact on transition is likely to be limited to the separate presentation of
the deferred tax asset and the deferred tax liability.

For all other transactions, the amendments apply to transactions that occur after the
beginning of the earliest period presented.

The Group is assessing the impact that the amendment will have on its financial
statements.
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Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

Initial application of IFRS 17 and IFRS 9 — Comparative Information (Amendments
to IFRS 17) are effective for annual reporting periods beginning on or after January
1, 2023. The classification overlay will apply to all financial assets regardless of
whether they are, or were, held in respect of insurance activities. This means that
an insurer can choose to apply this approach to all financial assets on an instrument-
by-instrument basis.

The eligibility for the classification overlay approach has been expended to those
insurers that have adopted IFRS 9 before adopting IFRS 17. This would allow them
to reduce any accounting mismatches relating to financial assets that are
derecognized in the comparative period.

An insurer would not be required to apply the new impairment requirements in IFRS
9 when applying the overlay approach. If an insurer does not apply the IFRS 9
impairment requirements under the overlay approach, then it would not be required
to restate the impairment of financial assets as previously reported under IAS 39
Financial Instruments:  Recognition and Measurement simply to present
comparative information.

The Group is assessing the impact that the amendment will have on its financial
statements.

Classification of liabilities as current or non-current (Amendments to 1AS 1) are
effective for annual reporting periods beginning on or after January 1, 2024, with
early adoption permitted and is to be applied retrospectively. A Group will classify
a liability as non-current if it has a right to defer settlement for at least 12 months
after the reporting date. This right may be subject to a Group complying with
conditions (covenants) specified in a loan arrangement.

Covenants with which the Group must comply after the reporting date (i.e. future
covenants) do not affect a liability’s classification at that date. However, when non-
current liabilities are subject to future covenants, companies will now need to
disclose information to help users understand the risk that those liabilities could
become repayable with 12 months after the reporting date.

The amendments also clarify how a Group classifies a liability that can be settled in
its own shares — e.g. convertible debt.

The Group is assessing the impact that the amendment will have on its financial
statements.
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3. Significant Accounting Policies (continued)

(u) New, revised and amended standards and interpretations not yet effective (continued)

e Lease liability in a sale and leaseback (Amendments to IFRS 16) are effective for
annual reporting periods beginning on or after January 1, 2024 with early application
permitted. The amendment confirms that (i) on initial recognition, the seller-lessee
includes variable lease payments when it measures a lease liability arising from a
sale-and-leaseback transaction; and (ii) after initial recognition, the seller-lessee
applies the general requirements for subsequent accounting of the lease liability such
that it recognizes no gain or loss relating to the right of use it retains

A seller-lessee may adopt different approaches that satisfy the new requirements on
subsequent measurement.

The Group is assessing the impact that the amendment will have on its financial
statements.

4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies

The Group, at each reporting date, makes estimates and assumptions about the future, that have
a significant risk of a material adjustment to the carrying amounts of assets and liabilities in
the next financial year. Estimates and underlying judgments are reviewed on an ongoing basis.
Revisions to estimates are recognised prospectively.

4.1 Estimate of future benefit payments and premiums arising from long-term
insurance contracts

Actuarial liabilities include two major components: a best estimate reserve and a
provision for adverse deviations. This latter provision is established in recognition of the
uncertainty in computing best estimate reserves, to allow for possible deterioration in
experience and to provide greater comfort that reserves are adequate to pay future
benefits.

For the respective reserves, assumptions for mortality and morbidity, lapse, future
investment yields, operating expenses and taxes, best estimate assumptions are
determined where appropriate for each major product line.

Provisions for adverse deviations are established based on the risk profiles of the
business. They are determined within a specific range guided by the Canadian Standards
of Practice.
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies
(continued)

4.1 Estimate of future benefit payments and premiums arising from long-term
insurance contracts (continued)

The reserve assumption for each component of policy cash flow consists of an
assumption for the expected experience and, separately, a margin for adverse deviation
that reflects the degree of uncertainty in the expected experience assumption. The
expected experience and the margin reflect the latest current experiences.

Detailed analyses are carried out by the CLICO’s Actuarial Department in conjunction
with the CLICO’s Consulting Actuary to determine the best-estimate assumptions.

CLICO’s best-estimate mortality assumption is based on industry experience, and
adjusted with the CLICO’s own experience. The assumed mortality rates for life
insurance contracts do not reflect any future mortality improvement. For contracts that
insure the risk of longevity (annuity contracts), appropriate but not excessively prudent
allowance is made for expected mortality improvements.

The main source of uncertainty is that COVID-19, which was officially deemed a
pandemic by the World Health Organization (WHQO) on March 11, 2020, would have a
significant impact on its insured population. Over 90% of CLICO’s actuarial reserves
consists of deferred and payout annuities where higher mortality is favourable for the
aggregate business. As part of the COVID-19 stress testing, mortality rates were
increased by 20% for all lines of business for 2021 and 2022, this resulted in a reserve
release of $12,100. CLICO has also been tracking deaths reported on its smaller Ordinary
Life business. Thus far 48 reported deaths in this portfolio were due to COVID-19 in
2022.

Other factors considered include epidemics such as AIDS and wide-ranging lifestyle
changes, such as eating, smoking and exercise habits, could result in future mortality
being significantly worse than in the past for the ages in which CLICO has significant
exposure to mortality risk. However, continuing improvements in medical care and social
conditions could result in improvements in longevity in excess of those allowed for in
the estimates used to determine the liability for contracts where CLICO is exposed to
longevity risk.

Morbidity refers to the claims experience of the critical illness products. The best-
estimate assumption is based on industry experience only.

73



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies
(continued)

4.1

4.2

Estimate of future benefit payments and premiums arising from long-term
insurance contracts (continued)

Lapse and expenses studies were performed to determine the best-estimate lapse and per
policy future administrative expense assumptions. However, for certain annuity products,
estimates of future lapses were not made based on historical experiences.

Under certain contracts, CLICO has offered guaranteed annuity options. Under the
current conditions, this option is “in the money”. The Actuary has included extra reserves
for this option.

The process used to decide on the key actuarial assumptions and the sensitivity of the
liability to changes in these assumptions is illustrated in Note 17 to these financial
statements.

The estimation of incidents incurred but not reported (IBNR) is generally subject to a
greater degree of uncertainty than the estimation costs of settling claims already notified
CLICO, where information about the claim event is available. IBNR claims may not be
apparent to the insurer until many years after the event that gave rise to the claim has
happened.

The CLICOs practice is to record in the accounts of a financial year claims incurred in
that year and reported within the first four to six weeks of the following year. The IBNR
was established for the individual policies and group policies based on claims reporting
lag experience of the past five years.

Impairment of Financial assets

IFRS 9 is a forward-looking ‘expected credit loss’ (ECL) model. The impairment model
applies to financial assets measured at amortised cost, debt investments at FVOCI and
lease receivables.

The Group’s ECL calculations are outputs of complex models with a number of
underlying assumptions regarding the choice of variable inputs. Judgements are also
required in applying the accounting requirements for measuring ECL, such as:

J Determining criteria for significant increase in credit risk
e  The estimation of the amount and timing of future cash flows and collateral values
. The inclusion of overlay adjustments based on judgement and future expectations.

Further details on assets identified as impaired and the respective impairment losses
incurred are disclosed in Notes 5.3.1 to these financial statements.
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies
(continued)

4.3 Fair value of financial and non-financial assets (continued)

The Group’s accounting policy on fair value measurements is set out in Notes 3(b), (c)
and (e).

The Group places the fair values that it measures in the following fair value hierarchy
that reflects the significance of the inputs used in making the measurements.

o Level 1: Quoted market price (unadjusted) in an active market for an identical asset.

o Level 2: Valuation techniques based on observable inputs, either directly (i.e. as
prices) or indirectly (i.e. derived from prices). This category includes assets valued
using: quoted market prices in active markets for similar instruments; quoted prices
for identical or similar assets in markets that are considered less than active; or
other valuation techniques where all significant inputs are directly or indirectly
observable from market data.

o Level 3: Valuation techniques using significant unobservable inputs. This category
includes all assets where the valuation technique includes inputs not based on
observable data and the unobservable inputs have a significant effect on the
instrument’s valuation. This category includes instruments that are valued based
on quoted prices for similar instruments where significant unobservable
adjustments or assumptions are required to reflect differences between the assets.

Fair values of assets and liabilities that are traded in active markets are based on quoted
market prices or dealer price quotations. For all other assets the Group determines fair
values using valuation techniques.

Valuation techniques include net present value and discounted cash flow models,
comparison to similar instruments for which market observable prices exist and other
valuation models. These valuation techniques rely on certain assumptions and inputs,
and therefore uncertainty is inherent in the fair value estimated. Assumptions and inputs
used in valuation techniques include risk-free and benchmark interest rates. The objective
of valuation techniques is to arrive at a fair value determination that reflects the price of
the financial instrument at the reporting date that would have an orderly disposal of
assets.

Valuation Framework

The Group has an established control framework for the measurement of fair values. This
framework includes the Board Committees which report to the Board of Directors, and
have an overall responsibility for independently verifying the results of trading and
investment operations and all significant fair value measurements.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies
(continued)

4.3 Fair value of financial and non-financial assets (continued)
Valuation Framework (continued)
Specific controls include:

- verification of observable pricing;

- review of the performance of model valuations;

- a review and approval process for contracting external valuation specialists;

- analysis and investigation of significant monthly valuation movements; and

- review of significant unobservable inputs, valuation adjustments and significant
changes to the fair value measurement of Level 3 instruments compared with prior
year.

The Group also uses prices readily available on the relevant stock exchanges or broker
information.

Significant valuation issues are reported to the Board Audit and Risk Committee.
The table below analyses financial and financial assets measured at fair value at the end

of the reporting period, by the level in the fair value hierarchy into which the fair value
measurement is categorised:

Notes Level 1 Level 2 Level 3 Total
$°000 $°000 $°000 $°000
December 31, 2022
Land and buildings 6 - 4,500 70,357 74,857
Investment properties 7 - 72,840 106,900 179,740
Investment securities 10 368,972 8,251,012 1,954 8,621,938
Assets held for sale 14 - - 58,000 58,000
December 31, 2021
Land and buildings 6 - 30,900 44,117 75,017
Investment properties 7 - 89,400 139,000 228,400
Investment securities 10 384,121 1,381,605 1,954 1,767,680
Assets held for sale 14 - 6,933,815 248,935 7,182,750
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4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies
(continued)

4.3 Fair value of financial and non-financial assets (continued)

Level 2 fair value measurements

Investment securities, investment properties, land and buildings and assets held for sale
are valued using market data obtained from external, independent sources. This includes
quoted prices for similar assets in active markets, prices for identical or similar assets in
inactive markets.

There has been no change in the valuation techniques used for these assets.
Level 3 fair value measurements

The following table shows a reconciliation from the beginning balances to the ending
balances for fair value measurements in Level 3 of the fair value hierarchy.

Assets Investment
Land and Investment Held for Securities
Buildings Properties Sale (ungquoted equities)
$°000 $°000 $°000 $°000
December 31, 2022
Balance
at January 1 44,117 139,000 248,935 1,954
Additions/
transfers 25,657 (7,440) (176,294) -
Disposals/loss - (24,000) (11,750) -
Fair value
gains (loss) 583 (660) (2,891) -
Balance at
December 31 70,357 106,900 58,000 1,954
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4.

Level 3 fair value measurements (continued)

December 31, 2021

Balance
at January 1

Additions/
transfers

Disposals/loss

Fair value
gains (loss)

Balance at
December 31

4.3 Fair value of financial and non-financial assets (continued)

Critical Accounting Estimates and Judgments in Applying Accounting Policies
(continued)

Assets Investment
Land and Investment Held for Securities
Buildings Properties Sale (unquoted equities)
$°000 $°000 $°000 $°000
35,483 301,550 243,248 1,954
9,265 (86,600) - -
- (68,150) - -
(631) (7,800) 5,687 -
44,117 139,000 248,935 1,954

Total gains for the year in the above table are presented in the other comprehensive

income as follows:

2022

Total (loss) gain recognised:

(Loss) gain

2021

Total (loss) gain recognised:

(Loss) gain

Investment
Land and Securities
Buildings (unquoted equities)
$°000 $°000
583 -
Investment
Land and Securities
Buildings (unquoted equities)
$°000 $°000
(631) -
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)
4.3 Fair value of financial and non-financial assets (continued)

Level 3 fair value measurements (continued)

Fair Value estimation of financial instruments not measured at fair value

The table below shows the financial assets and liabilities not measured at fair value and
analyses them by the level in the fair value hierarchy into which the fair value measurement
is categorized. It does not include fair value information for financial assets and liabilities
not measured at fair value if the carrying amount is a reasonable approximation of fair value.

Financial instruments not measured at fair value

Total
Carrying
Notes Level 1 Level 2 Level 3 Values
$°000 $°000 $°000 $°000
December 31, 2022
Assets
Loans, leases and other receivables 12 - - 909,520 909,520
Bank and short-term deposits 14 - 67,415 826,900 894,315
Liabilities
Investment contracts 20 - - 1,344,467 1,344,467
Mutual funds 21 - - 7,012 7,012
Due to related parties 23 - - 128,893 128,893
Loans and borrowings 22 - - 1,271,169 1,271,169
Provision for site restoration 25 - - 351,890 351,890
End of service benefits 24 - - 22,119 22,119
Accounts payable 26 - - 595,577 595,577
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.3

4.4

4.5

Fair value of financial and non-financial assets (continued)

Financial instruments not measured at fair value (continued)

Total
Carrying
Notes Level 1 Level 2 Level 3 Values
$°000 $°000 $°000 $°000
December 31, 2021
Assets
Loans, leases and other receivables 12 - - 869,188 869,188
Bank and short-term deposits 14 - 127,869 765,029 892,898
Liabilities
Investment contracts 20 - - 146,939 146,939
Mutual funds obligations 21 - - 42,661 42,661
Due to related parties 23 - - 129,389 129,389
Loans and borrowings 22 - - 1,578,081 1,578,081
Provision for site restoration 25 - - 336,157 336,157
End of service benefits 24 - - 19,726 19,726
Accounts payable 26 - - 433,675 433,675
Liabilities directly associated
with assets held for sale —
Investment contracts 15 - - 1,224,926 1,224,926

The carrying value approximates to fair value due to its highly liquid nature and the fact that it is
readily converted and is subject to insignificant risk of change in value. There were no transfers
between levels within 2022.

Financial asset and liability classification

The Group’s accounting policies provide scope for assets and liabilities to be designated at inception
into different accounting categories in certain circumstances:

o In classifying financial assets or liabilities as trading, the Group has determined that it meets
the description of trading assets and liabilities set out in Note 3(e).

. In designating financial assets or liabilities at fair value through profit or loss, the Group has
determined that it has met one of the criteria for this classification set out in Note 3(e).

Site restoration
Obligation

The subsidiary Oman Methanol Company LLC has a constructive obligation to restore the plant site
at the end of the project life. The sub-usufruct contract dated 12 December 2004 between OMC and
Sohar Industrial Port Company (SIPC) states that upon the expiry of the sub-usufruct term, SIPC
would have the option either to repossess the land against appropriate compensation or to extend the
term for a period to be determined by mutual agreement.
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4.

Critical Accounting Estimates and Judgments in Applying Accounting Policies (continued)

4.5

4.6

4.7

4.8

Site restoration (continued)
Estimate

However on a prudent basis, effective 2007 a provision was made for site restoration costs
of the subsidiary’s plant site at Sohar Industrial area. The provision is determined by using a
discounted cash flow basis at a rate of 5% to ensure that by the year 2027 this amount will
be equal to the costs estimated to restore the land to its original form. The asset is depreciated
in accordance with 1AS 16 — Property, plant and equipment.

Impairment of property, plant and equipment

The group determines whether its property, plant and equipment are impaired when there are
indicators of impairment as defined in IAS 36, Impairment of Assets.

Impairment of inventories

Inventories are held at the lower of cost and net realizable value. When inventories become
old or obsolete, an estimate is made of their net realizable value. For individually significant
amounts, this estimation is performed on an individual basis. Amounts which are not
individually significant, but which are old or obsolete, are assessed collectively and a
provision for inventory obsolescence is based on management’s assessment of various
factors such as usability, the maintenance programmes, and normal wear and tear using its
best available estimates.

Assets held for sale and discontinued operations

The Company’s accounting policy states that the following conditions must be met for an
asset to be classified as held for sale:

o Management is committed to a plan to sell;

o The asset is available for immediate sale;

o The sale is highly probable, within 12 months of classifications as assets held for sale;
and

e  Actions required to complete the plan indicate that it is unlikely that the plan will be
significantly changed or withdrawn.

Management determines if the last two items above are not met or will not be met then
assets or disposal group cannot be classified as held for sale.
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5.

Insurance and Financial Risk Management

Introduction and overview

The Group has exposure to the following risks from the use of financial instruments and the issuing
of insurance and investment contracts:

I. Insurance risk

ii.  Credit risk

iii.  Liquidity risk

iv. Market risk

v.  Operational risk

vi.  Capital management

This Note presents information about the Group’s exposure to each of the above-stated risks and
its objectives, policies and processes for measuring and managing risk.

5.1 Risk management framework

As described in Note 1, the Central Bank intervened in the operations of the Group and as a
consequence the Central Bank controls the Group through the Board of Directors and an
oversight committee.

CLICO’s Board of Directors (the Board) has overall responsibility for the establishment and
oversight of the Group’s Risk Management Framework. Apart from the Board establishing
various Board Committees to have more direct oversight of risks within the Group, the Board
has ensured the establishment of an Enterprise Risk Management System, an ERM Risk
Council and Management Committees to ensure the continuous management of risks.

(a)

(b)

(©)

(d)

The Board Finance, Investment and Resolution Committee is charged with the direct
oversight of investments and financial risks and the internal control framework for
managing these risks.

The Board Audit Committee is responsible for assisting the board of directors in
fulfilling its oversight responsibilities for the financial reporting process, the system
of internal control over financial reporting, the internal audit process, the Group’s
process for monitoring compliance with laws and regulations and the code of
conduct.

The Board Governance and Risk Committee has direct oversight over the Group’s
Enterprise Risk Management System, Internal Control Framework and increased
oversight over the Group’s Governance

The Board established an Insurance Integrity and Risk Management Committee to
appropriately manage insurance operations risks, under the direct oversight of the
Board Operations & Assets Recovery Committee.
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5. Insurance and Financial Risk Management (continued)

5.1

5.2

Risk management framework (continued)

(e) The day to day management of risk is executed by the Group’s management team
and day to day operational risks are managed by department managers whereas for
more significant transactions Board approval is sought for risk mitigating measures
and controls.

()] The Board continues to have oversight of the Enterprise Risk Management (ERM)
System and ERM Risk Council. The ERM Risk Council comprises Senior
Management who, collectively and severally, are responsible for the identification,
assessment and management of the organization’s risks

(9) CLICO continues to assess it Risk Categories to ensure all risks are considered within
its Risk Management Framework; these categories are:- Strategic Risks; Compliance
Risks; Credit Risk; Insurance Risk; Market and Investment Risk; Liquidity Risk;
Operational Risk; Financial Risks; Hazard Risks; Governance Risks.

(h) In addition, CLICO’s Risk Tolerance Levels, Risk Categories, Internal Control
Framework and Internal Audit’s Corporate Risk Assessments are also reviewed and
assessed annually as integral elements of the Group’s Risk Management Framework.

CLICO’s ERM is a continuous process whereby risks will be continuously reviewed and
assessed by Management to ensure that risks are effectively managed at varying levels and
within specific contexts and risk appetite of CLICO. It also provides assurance that all levels
of management and employees are focusing their efforts on the most important issues facing
the Group, and leveraging their knowledge of risks.

Insurance risk

The risk under any one insurance contract is the possibility that the insured event occurs and
the uncertainty of the amount of the resulting claim. By the very nature of an insurance
contract, this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing
and provisioning, the principal risk that the Group faces under its insurance contracts is that
the actual claims and benefit payments exceed the carrying amount of the insurance
liabilities.

This could occur because the frequency of claims and benefits is greater than estimated.

Insurance events are random and the actual number and amount of claims and benefits will
vary from year to year from the level established using statistical techniques.
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the
relative variability about the expected outcome will be. In addition, a more diversified
portfolio is less likely to be affected across the board by a change in any subset of the
portfolio. The Group has developed its insurance underwriting strategy to diversify the type
of insurance risks accepted and within each of these categories to achieve a sufficiently large
population of risks to reduce the variability of the expected outcome.

Factors that aggravate insurance risk include lack of risk diversification in terms of type and
amount of risk, geographical location and type of industry covered.

5.2.1 Objectives in managing insurance contract risks and mitigation policies and
concentration of insurance risks

() Objectives of risk management

The Group is in the business of accepting risks by issuing insurance contracts for
commensurate returns to the shareholders. Effective management of these risks is
critical to meeting the expectations of shareholders, policyholders and regulators.

The objectives of the Group’s risk management activities are to: (i) maintain a desirable
overall risk profile, (ii) maintain strength in fulfilling contractual obligations to
policyholders, and (iii) protect capital and add value to shareholders.
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.1 Objectives in managing insurance contract risks and mitigation policies and
concentration of insurance risks (continued)

(b) Objectives of risk management
(b) (i) Concentration of insurance risk — Life

The tables below present the concentration of insured benefits across five
bands of insured benefits per individual life assured.

2022
$°000 %
Insured benefits per life $°000
0-200 3,219,760 67.29
201-400 1,038,119 21.70
401-800 358,405 7.49
801-1,000 90,761 1.90
More than 1,001 77,551 1.62
Total 4,784,596 100.00
2021
$°000 %
Insured benefits per life $°000
0-200 3,450,778 67.73
201-400 1,090,784 21.41
401-800 370,871 7.28
801-1,000 93,739 1.84
More than 1,001 88,912 1.74
Total 5,095,084 100.00
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.1 Objectives in managing insurance contract risks and mitigation policies and
concentration of insurance risks (continued)

(b) (ii) Concentration of insurance risk - Annuities

The following tables for annuity contracts illustrate the concentration of risk based
on five bands that group these contracts in relation to the amount payable per annum
as if the annuity were in payment at the year end. The Group does not hold any
reinsurance contracts against the liabilities carried for these contracts.

2022

$°000 %
Annuities payable per annum per life
0-20,000 104,332 52.00
21,000-40,000 40,111 20.00
41,000-80,000 30,974 15.00
81,000-100,000 5,345 3.00
More than 101,000 19,531 10.00
Total 200,293 100.00

The risk concentration has not materially changed from the prior year.

2021

$°000 %
Annuities payable per annum per life
0-20,000 103,959 52.00
21,000-40,000 39,877 20.00
41,000-80,000 30,590 15.00
81,000-100,000 5,145 3.00
More than 101,000 19,531 10.00
Total 199,102 100.00

For contracts where death is the insured risk (life insurance), the most significant
factors that could increase the overall frequency of claims are epidemics or
pandemics (such as corona virus) or wide spread changes in lifestyle, such as eating,
smoking and exercise habits, resulting in claims occurring earlier than expected or
in greater numbers than expected. For contracts where survival is the insured risk
(annuity), the most significant factor is continued improvement in medical science
and social conditions that would increase longevity.
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.2 Long-term insurance contracts and long-term annuities

(@)

(b)

Frequency and severity of death claims

Insurance risk for contracts is also affected by the contract holders’ right to pay reduced
or no future premiums, to terminate the contract completely, or to exercise a guaranteed
annuity option. As a result, the amount of insurance risk is also subject to contract
holder behaviour. On the assumption that contract holders will make decisions
rationally, overall insurance risk can be assumed to be aggravated by such behaviour.
For example, it is likely that contract holders whose health has deteriorated
significantly will be less inclined to terminate contracts insuring death benefits than
those contract holders remaining in good health. This results in an increasing trend of
expected mortality, as the portfolio of insurance contracts reduces due to voluntary
terminations. The Group has factored the impact of contract holders behaviour into the
assumptions and provisions used to measure these liabilities.

Insurance risk for contracts disclosed in the note is also affected by interest rate risk.
This is especially significant for some types of long-term insurance products. If new
market rates were to rise appreciably, policyholders would want to cash in their policies
(where cash values are provided) and move their money elsewhere where they can
benefit from higher market rates. While at the same time that the insurer needs cash to
pay the policyholder, the assets may have depreciated in market value.

Sources of uncertainty in the estimation of future benefit payments and premium
receipts

Uncertainty in the estimation of future benefit payments and premium receipts for long-
term insurance contracts arises from the unpredictability of long-term changes in
overall levels of mortality and the variability in contract holder behaviour.

The Group uses appropriate base tables of standard mortality according to the type of
contract being written and the territory in which the insured person resides. An
investigation into the actual experience of the Group over the last five years is carried
out, and statistical methods are used to adjust the crude mortality rates to produce a
best estimate of expected mortality for the future. Where data is sufficient to be
statistically credible, the statistics generated by the data are used without reference to
an industry table. Where this is not the case, the best estimate of future mortality is
based on standard industry tables adjusted for the Group’s overall experience.
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5. Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.2 Long-term insurance contracts and long-term annuities (continued)

(b)

(©)

(d)

Sources of uncertainty in the estimation of future benefit payments and premium
receipts (continued)

For contracts that insure survival, an adjustment is made for future mortality
improvements based on trends identified in the data and in the continuous mortality
investigations performed by independent actuarial bodies. The impact of any historical
evidence of selective termination behaviour will be reflected in this experience. The
Group maintains voluntary termination statistics to investigate the deviation of actual
termination experience against assumptions. Statistical methods are used to determine
appropriate termination rates. An allowance is then made for any trends in the data to
arrive at a best estimate of future termination rates.

Guaranteed annuity options

The amount of insurance risk under contracts with guaranteed annuity options is also
dependent on the number of contract holders that will exercise their option (‘option
take-up rate”). This will depend significantly on the investment conditions that apply
when the options can be exercised. The lower the current market interest rates in
relation to the rates implicit in the guaranteed annuity rates, the more likely it is that
contract holders will exercise their options. Continuing improvements in longevity
reflected in current annuity rates will increase the likelihood of contract holders
exercising their options as well as increasing the level of insurance risk borne by the
Group under the annuities issued. The Group does not have sufficient historical data
on which to base its estimate of the number of contract holders who will exercise their
options.

Conversely, if current market interest rates were to rise in relation to the rates implicit
in the guaranteed annuity rates, the more likely it is that policyholders would want to
cash in their policies and move their money elsewhere where they can benefit from
higher interest rates unless their contracts provide some link to the higher interest rates.

Reinsurance

To further mitigate underwriting risk, the Group purchases reinsurance to share part of
the insurance risks accepted by the Group in writing premiums. This reinsurance,
however, does not relieve the Group of its primary obligation to policyholders. If any
reinsurers are unable to meet their obligation under the related agreements, the Group
remains liable to its policyholders for the unrecoverable amounts. The Group has
various yearly renewable term and coinsurance reinsurance agreements with reinsurers
with different retention amounts for whole life, term, critical illness and universal life
products.
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5.

Insurance and Financial Risk Management (continued)

5.2 Insurance risk (continued)

5.2.2 Long-term insurance contracts and long term annuities (continued)

(d)

Reinsurance (continued)

The benefits to which the Group is entitled under its reinsurance contracts held are
recognised as reinsurance assets. These assets consist of balances due from reinsurers.
Amounts recoverable from or due to reinsurers are measured consistently with the
amounts associated with the reinsurance contracts and in accordance with the terms of
each reinsurance contract. Reinsurance liabilities are primarily premiums payable for
reinsurance contracts and are recognised as an expense when due. The Group reinsures
approximately less than 10% of its group and ordinary life portfolios.

5.2.3 Short-duration life insurance contracts

(i)

(i)

Frequency and severity of claims

These contracts are mainly issued to employers to insure death benefit associated with
their pension fund and other employee benefit plans. The risk is affected by the nature
of the industry in which the employer operates, in addition to the factors in Note 5.2.1.

(b).

The risk of death and disability will vary by industry. Undue concentration of risk by
industry will therefore increase the risk of a change in the underlying average mortality
or morbidity of employees in a given industry, with significant effects on the overall
insurance risk.

Sources of uncertainty in the estimation of future claim payments

Other than for the testing of the adequacy of the liability representing the unexpired
risk at the reporting date, there is no need to estimate mortality rates or morbidity rates
for future years because these contracts have short duration. However, for incurred
disability income claims, it is necessary to estimate the rates of recovery from disability
for future years. Standard recovery tables produced by reinsurers are used as well as
the actual experience of the Group. The influence of economic circumstances on the
actual recovery rate for individual contracts is the key source of uncertainty for these
estimates.
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5.

Insurance and Financial Risk Management (continued)
5.3 Financial risk

The Group is exposed to a range of financial risks through its financial assets, financial
liabilities (investment contracts, accounts payable and loans and borrowings), reinsurance
assets and insurance liabilities. In particular, the key financial risk is that in the long term,
its investment proceeds are not sufficient to fund the obligations arising from its insurance
and investment contracts. The most important components of this financial risk are credit
risk, liquidity risk and market risk (interest rate risk, equity price risk and foreign currency
risk).

5.3.1 Credit risk

Credit risk is the risk of loss in the value of financial assets due to counterparties failing to
meet all or part of their contractual obligations, and arises principally from the Group’s loans
and other receivables, investments securities and related party balances. This is one of the
materialised risks with the Group unable to secure timely repayment of several of its
advances.

Management of credit risk

The Board Finance Investment and Resolution Committees and the Board Operations, Assets
and Recoveries Committee which report to the Board of Directors have oversight of credit
risk. The Finance and Investment teams reporting to the Board Finance Investment and
Resolution Committees and the Board Operations, Assets and Recoveries Committee, are
responsible for managing the Group’s credit risk, including the following:

o Formulating credit policies in consultation with the relevant departments, covering
credit assessment, risk grading and reporting, documentary and legal procedures, and
compliance with regulatory and statutory requirements.

o Limiting concentration of exposure to counterparties by issuer, credit rating band and
market liquidity within regulatory and statutory requirements.

. Developing and maintaining the Group’s risk grading categorise exposures according
to the degree of risk of default. The responsibility for setting risk grades lies with the
final approving committee as appropriate. Risk grades are subject to regular reviews
by the Board Audit and Risk Committee.

e  Developing and maintaining the Group’s processes for measuring ECL. This includes
processes for:

- initial approval, regular validation and back-testing of the models used;
- determining and monitoring significant increase in credit risk; and
- incorporation of forward looking information.

o Regular reporting or reporting regularly on the credit quality of portfolios to the Board
Audit and Risk Committee which may require appropriate corrective action to be taken.
These include reports containing estimates of ECL allowances.

e  Providing advice, guidance and making specialist skills available to business units to
promote best practice in the management of credit risk.
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5.

Insurance and Financial Risk Management (continued

5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

The Group applies the IFRS 9 general approach to measuring expected credit losses on
financial assets. Under the general approach, the Group considers the probability of default
on initial recognition of the asset and whether there has been a significant increase in credit
risk throughout each reporting period. When determining whether the credit risk on a
financial instrument has increased significantly since initial recognition, the Group considers
reasonable and supportable information that is relevant and available without under cost or
effort. The Group primarily identifies whether significant increase in credit risk has occurred
for an exposure by comparing external credit ratings from initial recognition to the reporting
date.

Definition of default
The Group considers a financial asset to be in default when the financial asset is classified
as non-performing as at reporting date. Non-performing is defined as all investments that

have missed payments as at reporting date.

A summary of the assumptions underpinning the Group’s expected credit loss model under
the general approach is as follows

Basis for recognition of
expected credit loss

Category Definition provision

Stage 1 The counterparty has low risk of | 12 month expected losses.

(Performing) default and a strong capacity to | Where the expected lifetime of
meet contractual cash flows. an asset is less than 12 months,

expected credit losses are
measured at its expected

lifetime.

Stage 2 Financial assets for which there is
(Underperforming) a significant increase in credit

risk since origination but no

objective evidence of

impairment. Lifetime expected losses.
Stage 3
(Non-performing) The financial asset is in default. | Lifetime expected losses.

At each reporting date, the Group assesses whether there has been a significant increase in
credit risk exposure for all financial assets.
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5.

Insurance and Financial Risk Management (continued)
5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

Debt securities

The Group limits its exposure to credit risk by investing only in liquid debt securities and
only with counterparties that have a credit rating of at least BBB- from Standard and Poor’s
and/or Bal, Ba2, Ba3 from {Moody’s) .

The Group monitors changes in credit risk by tracking published external credit ratings. To
determine whether published ratings remain up to date and to assess whether there has been
a significant increase in credit risk at the reporting date that has not been reflected in
published ratings, the Group supplements this by reviewing changes in bond yields and.
where available, credit default swap (CDS) prices together with available press and
regulatory information about debtors.

12-month and lifetime probabilities of default are based on historical data supplied by
Standard and Poor’s for each credit rating and are recalibrated based on current bond yields
and CDS prices. Loss given default (LGD) parameters generally reflect an assumed recovery
rate of 40% except when a security is credit-impaired, in which case the estimate of loss is
based on the instrument's current market price and original effective interest rate.

The exposure to credit risk for debt securities at FVOCI and FVTPL at the reporting date are
all concentrated in Trinidad and Tobago.
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5. Insurance and Financial Risk Management (continued)

5.3 Financial risk (continued)

5.3.1 Credit risk (continued)

Debt securities (continued)

The following table presents an analysis of the credit quality of debt securities at amortised
cost, FVOCI and FVTPL. It indicates whether assets measured at amortised cost and FVOCI
were subject to a 12-month ECL or lifetime ECL allowance and, in the latter case, whether
they were credit-impaired.

Credit
rating

BBB-to AAA

BB- to BB+

B-to B+

Cto CCC+

D

Gross )
carrying
amounts

Loss

allowance

Carrying
amounts

2022 2021
FVTPL FVOCI Amortised Cost FVTPL FVOCI Amortised Cost
Lifetime Lifetime
ECL- Lifetime ECL- Lifetime
Not ECL- Not ECL
12- 12- Credit 12- 12- Credit
Month Month Impaired Month __ Impaired
$°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000
982,827 7,110,962 925,047 7,184,440
822,206 822,206
982,827 7,110,962 822,206 925,047 7,184,440 822,206
(50,471) (822,206) (44,204) (822,206)

982,827 7,060,221

925,047 7,140,236

An impairment allowance of $822,000 (2021: $822,000) in respect of debt securities at
FVOCI with a credit rating of D was recognised. These securities are the $473,000 owed by
CLF and $345,000 owed by CIB. Both parties have been placed into liquidation because of
significant financial difficulties. The Group has no collateral in respect of these investments.
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5.

5.3 Financial risk (continued)
5.3.2 Credit risk (continued)

Debt securities (continued)

Insurance and Financial Risk Management (continued)

The movement in the allowance for impairment for debt securities at amortised cost during

the year was as follows.

Balance at January 1

Net remeasurement of loss allowance
Transfer to lifetime ECL - not credit-impaired
Transfer to lifetime ECL - credit-impaired
Financial assets repaid

New financial assets acquired

Balance at 31 December

Balance at January 1

Net remeasurement of loss allowance
Transfer to lifetime ECL - not credit-impaired
Transfer to lifetime ECL - credit-impaired
Financial assets repaid

New financial assets acquired

Balance at 31 December

2022
Lifetime
ECL- Lifetime
Not ECL
12-Month Credit Credit
ECL Impaired Total
$°000 $°000 $°000 $°000
- - 822,206 822,206
- - 822,206 822,206
2021
Lifetime
ECL- Lifetime
Not ECL
12-Month Credit Credit
ECL Impaired Total
$°000 $°000 $°000 $°000

822,206 822,206

822,206 822,206
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5. Insurance and Financial Risk Management (continued)

5.3 Financial risk (continued)
5.3.1 Credit risk (continued)

Debt securities (continued)

The movement in the allowance for impairment in respect of debt securities at FVOCI during

the year was as follows.

2022 2021

12-month  12-month

ECL ECL

$°000 $°000

Balance at January 1 44,204 4,106
Net remeasurement of loss allowance 5,972 39,241
Financial assets derecognised (22) (8)
New financial assets acquired 587 865
Balance at December 31 50,741 44,204

Cash and balances with banks and short-term deposits

The Group held cash and cash equivalents of $894,315 (2021: $892,898) with bank and
financial institution counterparties which are reputable in the local market. Impairment on
cash and cash equivalents has been measured on a 12-month expected loss basis and reflects
the short maturities of the exposures. The Group considers that its cash and cash equivalents

have low credit risk based on the financial institutions they are held with.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.1 Credit risk (continued)
Concentrations of credit risk

The Group does monitor concentration of credit risk. An analysis of concentrations of
credit risk from investments in associates, investment securities, assets held for sale and
loans and receivables is shown below.

Investment in Assets Held Loans and
securities For Sale receivables
2022 2021 2022 2021 2022 2021
$°000 $°000 $°000 $°000 $°000 $°000
Concentration by
sector:
Corporate 371,561 386,530 - 2,925 1,709
Government 8,250,377 1,381,150 - 6,933,815 117,474 116,735

Individuals 58,000 248,935 789,121 525,074

8,621,938 1,767,680 58,000 7,182,750 909,520 643,518

5.3.2 Liquidity risk

Liquidity Risk is the risk that the entity will encounter difficulty in meeting obligations
associated with its financial and insurance liabilities. The Group has managed its liquidity
with cash generated from its operations.
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5.

Insurance and Financial Risk Management (continued)

5.3
5.3.2

Financial risk (continued)
Liquidity risk (continued)
Exposure to liquidity risk

The following tables provide information about the maturity profile for the Group’s
financial liabilities, financial assets and insurance liabilities.

Maturity analysis for non-derivative cash flows
As at December 31, 2022
Contractual undiscounted cash flows

Financial liabilities

Investment contracts

Mutual funds obligations
Loans and borrowings

Due to related parties
Provision for site restoration
End of service benefits
Accounts payable

Total financial liabilities

Financial assets

Investment in associates
Investment securities
Loan, leases and

other receivables
Assets held for sale
Cash and cash equivalents

Total financial assets

Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$'000 $'000 $'000 $'000 $°000
101,339 - 1,243,128 1,344,467 1,344,467

7,012 - - 7,012 7,012
1,212,820 120,592 - 1,333,412 1,271,169
128,893 - - 128,893 128,893

- - 351,890 351,890 351,890

- 22,119 - 22,119 22,119
595,577 - - 595,577 595,577
2,045,641 142,711 1,595,018 3,783,370 3,783,370
- - 510,735 510,735 510,735

- 3,602,187 8,464,072 12,066,259 8,621,938
87,086 60,660 761,774 909,520 909,520
58,000 - - 58,000 58,000
894,315 - - 894,315 894,315
1,039,401 3,622,847 9,736,581 14,438,829 10,994,508
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5. Insurance and Financial Risk Management (continued)
5.3  Financial risk (continued)
5.3.2 Liquidity risk (continued)
Maturity analysis for non-derivative cash flows (continued)
As at December 31, 2021

Contractual undiscounted cash flows

Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$'000 $'000 $'000 $'000 $°000

Financial liabilities
Investment contracts 146,939 - - 146,939 146,939
Mutual funds obligations 42,661 - - 42,661 42,661
Liabilities directly associated,

with assets held for sale

(Note 15) 1,224,926 - - 1,224,926 1,224,926
Loans and borrowings 1,412,494 259,133 - 1,671,627 1,578,081
Due to related parties 129,389 - - 129,389 129,389
Provision for site restoration - - 336,157 336,157 336,157
End of service benefits - 19,726 - 19,726 19,726
Accounts payable 433,675 - - 433,675 433,675
Total financial liabilities 3,390,084 278,859 336,157 4,005,100 3,911,554
Financial assets
Investment in associates - - 496,389 496,389 496,389
Investment securities 121,361 1,406,969 1,001,371 2,529,701 1,767,680
Loan, leases and

other receivables 91,334 135,967 641,887 869,188 869,188
Assets held for sale (Note 15) 7,453,717 - - 7,453,717 7,137,000
Cash and cash equivalents 892,898 - - 892,898 892,898

Total financial assets

8,164,169 1,542,936 2,139,647 12,291,893 11,163,155
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5. Insurance and Financial Risk Management (continued)
5.3  Financial risk (continued)
5.3.2 Liquidity risk (continued)

Maturity analysis for non-derivative cash flows (continued)
As at December 31, 2022

Expected undiscounted cash flows

Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$°000 $°000 $°000 $°000 $°000
Ordinary life 40,286 110,818 704,937 856,041 641,666
FPA 110,618 594,819 4,111,717 4,817,154 2,937,318
Annuities 205,372 764,524 2,684,535 3,654,431 2,542,038
Long-term insurance 356,276 1,470,161 7,501,189 9,327,626 6,121,022
Short-term insurance 20,528 - - 20,528 20,528
Claims admitted or
intimated but not yet paid 228,528 - - 228,528 228,528
Total 605,332 1,470,161 7,501,189 9,576,682 6,370,078
As at December 31, 2021
Expected undiscounted cash flows
Within 1-5 Over Carrying
1 Year Years 5 Years Total Values
$°000 $°000 $°000 $°000 $°000
Ordinary life 912,968 - - 912,968 662,313
FPA 4,898,040 - - 4,898,040 2,983,231
Annuities 3,722,968 - - 3,722,968 2,565,927
Long-term insurance 9,533,976 - - 9,533,976 6,211,471
Short-term insurance 20,902 - - 20,902 20,902
Claims admitted or
intimated but not yet paid 221,866 - - 221,866 221,866
Liabilities directly associated
with assets held
for sale (Note 14) (6,454,239) - - (6,454,239) (6,454,239)
Total 3,322,505 - - 3,322,505 -
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5. Insurance and Financial Risk Management (continued)

53

5.3.3

Financial risk (continued)
Market risk (continued)

Market risk is the risk of adverse financial impact due to changes in fair values or future
cash flows of financial instruments from fluctuations in interest rates, equity prices, property
prices, and foreign currency exchange rates. Market risk arises due to fluctuations in both
the value of liabilities and the value of investments held.

Management of market risk

The management of market risk was undertaken mainly at the management committee level.
The financial impact from changes in market risk (such as interest rates, equity prices and
property values) was reviewed at the reporting date. The sensitivity of capital and Group
earnings to changes in economic conditions was analysed through sensitivities to investment
returns and asset values at the reporting date.

Management of market risk
e  Equity price risk

The Group is subject to equity price risk due to daily changes in market values of its
equity securities portfolio. Unquoted equities are also valued on an annual basis using
methodologies outlined in Note 3(e).

The Investments Department actively monitors equity assets owned directly by the
Group and concentrations of specific equity holdings.

Sensitivity to changes in equity prices is given in section 5.3.3.1 below.

e Interest rate risk

Interest rate risk arises primarily from the Group’s investment in long-term debt and
fixed income securities, which are exposed to fluctuations in interest rates. Exposure
to interest rate risk is monitored through the Actuarial Department and Finance
Department and managed through the use of asset and liability matching using
measures such as duration.

Insurance and investment contracts with guaranteed and fixed terms have benefit
payments that are fixed and guaranteed at the inception of the contract. The financial
component of these benefits is usually a guaranteed fixed interest rate and hence the
Group’s primary financial risk on these contracts is that interest income and capital
redemptions from the financial assets backing the liabilities are insufficient to fund the
guaranteed benefits payable.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.3 Market risk (continued)
Management of market risk (continued)

Interest rate risk

The table below summarises the Group’s financial assets and liabilities to show the interest-

rate gap.

Up to 1to5 Over Non-Interest

1 Year Years 5 Years Bearing Total

$'000 $'000 $'000 $'000 $'000
As at December 31, 2022
Financial Assets
Investment securities - 1,300,367 6,950,458 371,113 8,621,938
Loans, leases and other receivables - - - 909,520 909,520
Assets held for sale (Note 15) 58,000 - - - 58,000
Cash and cash equivalents 894,315 - - - 894,315
Total financial assets 952,315 1,300,367 6,950,458 1,280,633 10,483,773
Financial Liabilities
Insurance contracts 110,939 492,718 2,751,196 3,015,225 6,370,078
Investment contracts 101,339 476,006 767,122 1,344,467
Loans and borrowings 1,155,870 115,299 - - 1,271,169
Due to related parties - - - 128,893 128,893
Mutual fund obligations 7,012 - - - 7,012
Accounts payable - - - 595,577 595,577
End of service benefits - - - 22,119 22,119
Provisions - - - 351,890 351,890
Total financial liabilities 1,375,160 608,017 3,227,202 4,880,826 10,091,205
Periodic GAP (422,845) 692,350 3,723,256 (3,600,193) 392,568
Cumulative GAP (422,845) 269,505 3,992,761 392,568
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5. Insurance and Financial Risk Management (continued)

5.3 Financial risk (continued)
5.3.3 Market risk (continued)

Management of market risk (continued)

Interest rate risk (continued)

Up to 1to5 Over Non-Interest

1 Year Years 5 Years Bearing Total

$'000 $'000 $'000 $'000 $'000
As at December 31, 2021
Financial Assets
Investment securities 42,938 1,022,758 315,911 386,073 1,767,680
Loans, leases and other receivables - - - 869,188 869,188
Assets held for sale 7,182,750 - - - 7,182,750
Cash and cash equivalents 892,898 - - - 892,898
Total financial assets 8,118,586 1,022,758 315,911 1,255,261 10,712,516

Financial Liabilities
Investment contracts 146,939 - - - 146,939
Liabilities directly associated

with assets held

for sale 7,679,165 - - - 7,679,165
Loans and borrowings 1,314,242 - - 263,839 1,578,081
Due to related parties - - - 129,389 129,389
Mutual fund obligations - - - 42,661 42,661
Accounts payable - - - 433,675 433,675
End of service benefits - - - 19,726 19,726
Provisions - - - 336,157 336,157
Total financial liabilities 9,140,346 1,225,447 10,365,793
Periodic GAP (1,021,760) 1,022,758 315,911 29,814 346,723

Cumulative GAP (1,021,760) 998 316,909 346,723 -

Sensitivity to changes in interest rates is given in section 5.3.3.1.

o Currency risk

The Group has assets and liabilities denominated in foreign currencies and as a result are
exposed to foreign currency exchange risk arising from fluctuations in exchange rates. The
Group does not hedge its foreign currency revenues as these are substantially retained locally
to support the Group’s business and meet local regulatory and market requirements.
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.3 Market risk (continued)

o Currency risk (continued)

The Group’s sensitivity to this risk is discussed in Note 5.3.3.1 below.

The currencies of denomination of assets and liabilities and the related exposure to

foreign exchange risk are shown below.

1T Us Other Total

$¢000 $¢000 $'000 $'000
As at December 31, 2022
Assets
Property, plant and equipment 114,072 1,559,163 - 1,673,235
Intangible asset - 7,585 - 7,585
Investment properties 179,740 - - 179,740
Investments in associates 25,493 485,242 510,735
Investment securities 7,648,147 971,978 1,813 8,621,938
Inventories - 285,891 - 285,891
Loans, lease and other receivables 324,726 584,660 134 909,520
Assets held for sale (Note 15) 58,000 - - 58,000
Deferred tax assets 5,466 - - 5,466
Tax recoverable 86,595 - - 86,595
Cash and cash equivalents 219,857 673,208 1,250 894,315
Total assets 8,662,096 4,082,485 488,439 13,233,020
Liabilities
Insurance contracts 6,370,078 - - 6,370,078
Investment contracts 1,344,467 - - 1,344,467
Loans and Borrowings 1,032,184 238,985 - 1,271,169
Due to related parties 94,148 34,745 - 128,893
Mutual fund obligation 7,012 - - 7,012
Accounts payable 349,595 245,982 - 595,577
Taxation 61,161 116,155 - 177,316
Deferred tax liabilities - 97,778 - 97,778
End of service benefits - 22,119 - 22,119
Provisions - 351,890 - 351,890
Total liabilities 9,258,645 1,107,654 - 10,366,299
Net position (596,549) 2,974,831 488,439 2,866,721
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5.

Financial risk (continued)
5.3.3 Market risk (continued)

Currency risk (continued)

As at December 31, 2021

Assets

Property, plant and equipment
Intangible asset

Investment properties
Investments in associates
Investment securities
Deferred tax assets

Tax recoverable

Loans, lease and other receivables
Inventories

Assets held for sale (Note 15)
Cash and cash equivalents

Total assets

Liabilities

Insurance contracts

Investment contracts

Liabilities directly associated
with assets held for sale (Note 15)

Loans and Borrowings

Due to related parties

Mutual fund obligation

Accounts payable

Taxation

Deferred tax liabilities

End of service benefits

Provisions

Total liabilities

Net position

Insurance and Financial Risk Management (continued)

TT uUs Other Total

$000 $¢000 $'000 $'000
104,561 1,456,230 - 1,560,791

- 9,150 - 9,150
228,400 - - 228,400
24,715 - 471,674 496,389
1,694,160 71,336 2,184 1,767,680
16,462 - - 16,462
86,595 - - 86,595
125,701 743,353 134 869,188

- 342,500 - 342,500
7,182,750 - - 7,182,750
136,827 754,898 1,173 892,898
9,600,171 3,377,467 475,165 13,452,803
146,939 - - 146,939
7,679,165 - - 7,679,165
1,215,502 362,579 - 1,578,081
94,644 34,745 - 129,389
42,661 - - 42,661
215,801 217,874 - 433,675
61,703 171,619 - 233,322

- 101,708 - 101,708

- 19,726 - 19,726

- 336,157 - 336,157
9,456,415 1,244,408 - 10,700,823
143,756 2,133,059 475,165 2,751,980
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.3 Market risk (continued)
5.3.3.1 Market risk sensitivity analysis

The tables below demonstrate the effect of a change in a key assumption whilst all other
assumptions remain unchanged. In reality there is a correlation between the assumptions
and other factors. It should also be noted that these sensitivities are non-linear and larger
or smaller impacts should not be interpolated or extrapolated from these results.

The sensitivity analyses do not take into consideration the fact that the Group’s assets and
liabilities are actively managed. Additionally, the financial position of the Group may vary
at the time that any actual market movement occurs.

Other limitations in the sensitivity analyses below include the use of hypothetical market
movements to demonstrate potential risk that only represent the Group’s view of possible
near-term market changes that cannot be predicted with any certainty; and the assumption
that all interest rates move in an identical fashion.

Sensitivity factor ~ Description of sensitivity factor applied

Exchange rates A 1% change in the TT$/US$ foreign exchange rate would have the
following impact on net assets and net income for the period. Any
changes will have an impact on the net profit of the Group as
changes are recognised in profit or loss.

1% increase in 1% decrease in
TT/US rate TT/US rate
TT$'000 TT$'000
$ $
December 31, 2022
Impact on profit or loss 2,608 (2,608)
Impact on equity 32,302 (32,302)
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5. Insurance and Financial Risk Management (continued)

5.3  Financial risk (continued)
5.3.3 Market risk (continued)

5.3.3.1 Market risk sensitivity analysis (continued)

1% increase in 1% decrease in

TT/US rate TT/US rate
TT$'000 TT$'000
$ $
December 31, 2021
Impact on profit or loss 1,915 (1,915)
Impact on equity 26,545 (26,545)

Description of sensitivity

Sensitivity factor

Interest rate and
investment return

Equity

factor applied

The impact of change in
market interest rates by
+or-1% (e.g.ifa
current interest rate is
5%, the impact of a
immediate change to
4% and 6%).

The impact of a change
in equity market values
by + or — 10%.

Assumptions

Effective interest rate
for financial assets
used was 4% whilst
the rate for financial
liability was 10%.

All equity movements in
the financial assets at fair
value through profit or loss
affect income whereas
investments at FVOCI
revaluation affects OCI.
All equity market
movements affect only
quoted equity stock.
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5. Insurance and Financial Risk Management (continued)
5.3  Financial risk (continued)
5.3.3 Market risk (continued)
5.3.3.1 Market risk sensitivity analysis (continued)

Interest Interest Equity Equity
Impact on Rates Rates Prices Prices
Rise Fall Rise Fall
100 bps 100 bps 10% 10%
$°000 $°000 $°000 $°000
Sensitivities as at
December 31, 2022
Profit or loss 38,089 (38,089) 77,240 (77,240)
Equity (38,089) 38,089 321,391 (321,391)
Sensitivities as at
December 31, 2021
Profit or loss (1,640) 1,640 78,754 (78,754)
Equity 1,640 (1,640) 334,928 (334,928)

5.4 Operational risk

Operational risk is the risk of loss as a result of inadequately controlled internal processes or
systems, human error, or from external events.

This definition is intended to include all risks to which the Group is exposed, other than the
financial and insurance risk described above. Hence, operational risks include, for example,
information technology, information security, human resources, project management,
outsourcing, tax, legal and fraud and compliance risks.

In accordance with the Group’s policies, department managers have primary responsibility
for the effective identification, management and monitoring. Each operational risk is
assessed by considering the potential impact and the probability of the event occurring.
Impact assessments are made against strategic, operational and reputation criteria. Day to
day operational risks are managed by department managers whereas for more significant
transactions Board approval is sought.

107



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

5.

Insurance and Financial Risk Management (continued)

5.5 Capital management

The current capital structure of the Group consists of debt securities issued as disclosed in
Note 22, amounts due to related parties disclosed in Note 23, policyholders’ reserves as
disclosed in Note 19; investment contracts as disclosed in Note 20; and amounts attributable
to equity holders of the Group; comprising issued capital, reserves and retained earnings as
disclosed in Notes 16 and 17 respectively.

The subsidiary’s principal activities are manufacture and marketing of methanol. The
Group’s objectives when managing capital are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

The Group sets the amount of capital in proportion to risk. The Group manages the capital
structure and makes adjustments to it in the light of changes in economic conditions and
the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares, or sell assets to reduce debt.

The parent company is governed by the Insurance (Capital Adequacy) Regulations, 2020
which came into operation on January 1, 2021 and requires an insurer to maintain a
minimum net tier 1 ratio of 105%, and a minimum regulatory capital ratio of 150%. For the
year ending December 31, 2022 these ratios were 191% (net tier 1 ratio) and 313%
(regulatory capital ratio), (2021-150% and 288% respectfully).
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6.

Property, Plant and Equipment

Furniture,

Land Fixtures Capital Plant Instruments

and and Motor Work in and and Right of

Buildings Equipment Vehicles Progress Equipment Tools Software Use Assets Total

$°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000

Year ended December 31, 2022
Opening net book value 112,925 23,848 2,724 28,520 1,300,557 1,690 1 90,526 1,560,791
Translation differences (116) (120) 2) (83) (4,104) 3) 1) (269) (4,588)
Additions 12,143 2,043 125 289,296 - 94 - 438 304,139
Adjustments - - - - - - - 287 287
Revaluation 583 - - - - - - - 583
Transfers 1,081 1,577 594 (287,819) 284,567 - - - -
Disposals - (98) (6,216) - - - (6,314)
Depreciation on disposals - - - - 2,697 - - - 2,697
Depreciation charge (2,666) (3.370) (493) (159,179) (527) (18,125) (184,360)
Closing net book value 123,950 23,990 2,948 29,914 1,418,322 1,254 - 72,857 1,673,235
Year ended December 31, 2021
Opening net book value 74,334 26,630 1,302 27,540 1,412,871 1,427 - 102,097 1,646,201
Translation differences - - - 4 282 - 30 316
Additions 885 325 1,477 8,631 - 725 35 7,348 19,426
Revaluation (631) - - - - - - - (631)
Transfers 40,600 730 406 (7,655) 6,431 88 27) - 40,573
Disposals - - (143) - - - - - (143)
Depreciation on disposals - - 137 - - - - - 137
Depreciation charge (2,263) (3,837) (455) - (119,027) (550) (7) (18,949) (145,088)
Closing net book value 112,925 23,848 2,724 28,520 1,300,557 1,690 1 90,526 1,560,791

During the year, land and buildings were valued using the income and market approach by G.A. Farrell & Associates Limited and Linden
Scott E. Associates. The loss of $583 (2021: loss: $631) arising from these revaluations was debited to the valuation reserve account. These valuations

are dated October 2022.
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6.

Property, Plant and Equipment (continued)

Property, plant and equipment owned by OMC are mortgaged as security for the borrowings of the
Company.

Property, plant and equipment includes right-of-use assets of $72,857 (2021: $90,526) related to
leased properties that do not meet the definition of investment property. The subsidiary of MHIL
has sub-leased the two ships Gulf Espirit and Gulf Elan for the whole of the remaining term of the
head lease.

If land and buildings recorded at fair value were stated on a historical cost basis, the amounts would
be as follows:

2022 2021

$°000 $°000
Cost 77,897 77,897
Accumulated depreciation (4,998) (4,246)
Net book value 72,899 73,651

Measurement of fair value

The fair value of land and buildings held by CLICO was determined by external, independent
property valuers, having appropriate recognised professional qualifications and recent experience
in the location and segments of the properties being valued. The independent valuers provide the
fair value of the Group’s land and buildings portfolio on a biennial basis or annual basis.

The fair value measurement for the properties has been categorised as Level 2 and Level 3 in the fair
value hierarchy based on the inputs to the valuation technique used, (Refer to Note 4.3).
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6.

Property, Plant and Equipment (continued)

Valuation technique and significant unobservable inputs

The following table shows the valuation technique used in measuring the fair value of properties as well as

the significant unobservable inputs used.

Valuation Technique

Significant Unobservable Inputs

Inter-relationship between key
unobservable inputs and fair
value measurement.

The Income Approach by direct capitalisation is
based on the principle that the value of a property
is indicated by the net return to the property, or
what is also known as the present worth of future
benefits. The future benefits of income-producing
properties is net income before debt service and
depreciation, derived by a projection of income and
expense, along with any expected reversionary
proceeds from a sale. In direct capitalization, net
operating income is divided by an overall rate to
indicate a value

In most instances, vacancy levels (voids)
were estimated at 10% - 15% of the gross
potential income.

In instances where we estimated building
expenses, 15% - 25% of gross income
was used.

Capitalization rates (net all-risks yield)
was estimated between 7%-9%.

The estimated fair value would
increase (decrease) if:

The allowance for voids was
decreased (increased).

The allowance for building
expenses (outgoings) was
decreased (increased).

The direct capitalization rate was
lower (higher).

The rate per square feet increase
(decrease

The Market Approach is a valuation method is used
to find the value of a property by comparing it to
other similar properties that have sold recently.

In most instances, property value were
estimated at 27% below to 85% above
subject rate per square feet of
comparable properties sold.

The estimated fair value would
increase (decrease) if the rate per
square feet. Or rate per annum
would increase (decrease).

The Cost Approach is a valuation method that
provides an indication of value using the economic
principle that a buyer will pay no more for an asset
than the cost to obtain an asset of equal utility,
whether by purchase or by construction.

Indirect construction estimated at 25%

Depreciation estimated at 40%

Decrease or Increase if the
allowance is lower (higher)

Decrease or Increase if the
depreciation is lower (higher)
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2022 2021
$°000 $°000
7. Intangible asset
Cost
At 1 January 2022 28,298 19,621
Additions during the year 546 8,677
Net exchange differences (77) -
At 31 December 2022 28,767 28,298
Accumulated amortization
At 1 January 2022 (19,148) (18,715)
Net exchange differences 56 -
Charge for the year (2,090) (433)
At 31 December 2022 (21,182) (19,148)
Net book value at 31 December 2022 7,585 9,150
2022 2021
$°000 $°000
8.  Investment Properties
At beginning of year 274,150 390,700
Transfer to property, plant and equipment - (40,600)
Loss on revaluation of investment properties (660) (7,800)
Disposals (35,750) (68,150)
237,740 274,150
Assets held for sale (Note 15) (58,000) (45,750)
At end of year 179,740 228,400

Investment Properties comprises a number of commercial properties that are leased to third parties.
Each of the leases are for a period of 2 years or are on a month to month basis. CLICO has classified
these leases as operating leases because they do not transfer substantially all the risk and rewards
associated with the ownership of the assets. Further information about these leases are included in
Note 33(b).

Rental income arising from investment properties owned by the Group amounted to $11,933 (2021:
$13,000). Maintenance expense, included in the expenses for administration, amounted to $6,500
(2021: $6,600).
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8.

Investment Properties (continued)

Measurement of fair value

The fair value of investment properties was determined by external, independent property valuers,
having appropriate recognized professional qualifications and recent experience in the location and
category of the property being valued. The independent valuers provide the fair value of the Group’s
investment property portfolio on a biennial basis.

The fair value measurement for investment properties has been categorized as Level 2 and Level 3
in the fair value hierarchy based on the inputs to the valuation techniques used (refer to Note 4.3)

Valuation technique and significant unobservable inputs

The following table shows the valuation technique used in measuring the fair value of properties as
well as the significant unobservable inputs used.

Valuation Technique

Significant Unobservable Inputs

Inter-relationship between
key unobservable inputs and
fair value measurement.

The Income Approach by direct capitalisation
is based on the principle that the value of a
property is indicated by the net return to the
property, or what is also known as the present
worth of future benefits. The future benefits
of income-producing properties is net income
before debt service and depreciation, derived
by a projection of income and expense, along
with any expected reversionary proceeds from
a sale. In direct capitalization, net operating
income is divided by an overall rate to
indicate a value

In most instances, vacancy levels
(voids) were estimated at 10% - 15%
of the gross potential income.

In instances where we estimated
building expenses, 15% - 25% of
gross income was used.

Capitalization rates (net all-risks
yield) was estimated between 7%-
9%.

The estimated fair value would
increase (decrease) if:

The allowance for voids was
decreased (increased).

The allowance for building
expenses  (outgoings)  was
decreased (increased).

The direct capitalization rate
was lower (higher).
The rate per square feet
increase (decrease

The Market Approach is a valuation method
is used to find the value of a property by
comparing it to other similar properties that
have sold recently.

In most instances, property value
were estimated at 27% below to 85%
above subject rate per square feet of
comparable properties sold.

The estimated fair value would
increase (decrease) if the rate
per square feet. Or rate per
annum would increase
(decrease).

The Cost Approach is a valuation method that
provides an indication of value using the
economic principle that a buyer will pay no
more for an asset than the cost to obtain an
asset of equal utility, whether by purchase or
by construction.

Indirect construction estimated at
25%

Depreciation estimated at 40%

Decrease or Increase if the
allowance is lower (higher)

Decrease or Increase if the
depreciation is lower (higher)
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9.

Investment in Associates

Restated
2022 2021
$°000 $°000
Balance at beginning of year 496,389 491,417
Share of after tax profits 14,952 4,083
Dividends received (843) (738)
Share of other comprehensive income 237 1,627
Balance at end of year 510,735 496,389

The following table summarises the financial information of CL World Brands Limited (CLWB) and L.J.
Williams Limited.

The value of CLWB and L J Williams is derived using the equity method for valuation.

CL World L.J.
Brands Limited Williams Limited
Unaudited  Audited Audited
June 30 June 30 March 31 March 31
2022 2021 2022 2021
$°000 $°000 $°000 $°000
Total Assets 520,903 598,946 167,587 167,101
Total Liabilities (8,813) (8,465) (63,568) (68,849)
Net Assets 512,090 590,481 104,019 98,252
Group share of net assets 215,078 248,002 21,843 20,632
Revenue 33,620 16,911 152,795 151,308
Profit and total
comprehensive income (100%) 32,305 5,911 7,719 15,370
Group share of profit and
total comprehensive income 13,568 2,482 1,621 3,228
Dividends received
during the year - - 843 738

The financial statements of CLWB are prepared in accordance with FRS102 The Financial
Reporting applicable in the UK and the Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice).

The financial statements of L.J. Williams Limited have been prepared in accordance with (IFRS)
International Financial Reporting Standards.
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2022 2021
$°000 $°000
10. Investment Securities
Fair value through other comprehensive income
Unquoted equities 1,954 1,954
Quoted equities 369,159 384,121
Government securities bonds 8,250,825 1,381,605

8,621,938 1,767,680

2022 2021
$°000 $°000
The analysis below discloses the gross amounts before
transferred to assets held for sale (for 2021 only):
Unquoted equity securities 1,954 1,954
Quoted equity securities 369,159 384,121
Government securities - Bonds 7,353,113 7,390,373

7,724,226 7,776,448
Managed Funds’ assets at fair value through profit or loss

Government and corporate securities 897,712 925,047

8,621,938 8,701,495
Assets held for sale (Note 15) - (6,933,815)
Total 8,621,938 1,767,680

Not disclosed above are debt securities comprising bonds issued by CL Financial Limited (CLF),
the Parent Company, of $476,000 (2021: $476,000) and a bond issued by CLICO Investment Bank
Limited, a fellow subsidiary, of $346,000 (2021: $346,000). These amounts are deemed to have a
fair value of NIL.

The table below illustrates movements in investment securities during the year:

2022 2021

$°000 $°000
At January 1 8,701,495 9,015,377
Purchases 104,508 202,269
Disposals (103,465)  (498,749)
Fair value (losses) gains (80,600) (17,402)
At December 31 8,621,938 8,701,495
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2022 2021
$°000 $°000

11. Due from Related Parties
Parent company 3,818,039 3,816,670
Subsidiary Companies 23,515 23,515
Fellow subsidiary and associates 728,343 728,343
4,569,897 4,568,528
Provision for impairment (4,569,897) (4,568,528)

These related companies are in liquidation and CLICO is in the process of trying to recover these funds and
no right of offset against due to related parties is possible.

2022 2021
$°000 $°000
12. Loans, Leases and Other Receivables

Accrued investment income 118,022 117,077
Lease receivables (see (a) below) 147,747 225,665
Sundry debtors and prepayments 447,140 533,050
Promissory notes 302,477 302,477
Mortgages 62,326 62,310
Policy loans 201,461 204,321
1,279,173 1,444,900
Provision for impairment (see (b) below) (369,653) (372,527)
909,520 1,072,373
Assets held for sale (Note 15) - (203,185)
909,520 869,188
2022 2021
$°000 $°000

(b) Lease receivables consists of the following cash flows:
Not later than one year 87,086 91,334
Later than one year and not later than five years 71,326 158,804
Total undiscounted lease receivables 158,412 250,138
Unearned finance income (10,665) (24,473)
Net investment in the lease 147,747 225,665

The subsidiary of MHIL has sub-leased the two ships Gulf Espirit and Gulf Elan for the whole of the
remaining term of the head lease. The above table sets out a maturity analysis of lease receivables, showing
the undiscounted lease payments to be received after the reporting date.
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12. Loans, Leases and Other Receivables (continued)

(c) The table below illustrates the movement of the provision for impairment during the year.

Promissory Policy Rental
Notes Mortgages Loans Income Due Total
$°000 $°000 $°000 $°000 $°000
As at December
31, 2021 302,234 61,959 1,136 7,198 372,527
Write back - - (3,273) (3,273)
Impairment 366 33 - 399
As at December
31, 2022 302,234 62,325 1,169 3,925 369,653
During the year, $400 (2021: 3,300) was impaired in loans and receivables.
2022 2021
$°000 $°000
13. Inventories
Stores, spares and chemicals 237,582 313,158
Finished stock — methanol 48,309 29,342

285,891 342,500

During the year, no provision for obsolescence was considered necessary.

2022 2021
$°000 $°000

14. Cash and Balances with Banks and Short-term Deposits
Deposits maturing less than three months 1,303 4,569
Cash at bank 764,924 704,166

766,227 708,735

Restricted Deposits

Cash held on restricted deposit owned by subsidiary 60,674 60,863
Deposits maturing more than three months owned by subsidiary 67,414 123,300

894,315 892,898

Restricted Cash

The cash at bank disclosed above includes $61,000 (2021: $61,000) held at Deutsche Bank AG
London in connection with certain obligations of Oman Methanol Company LL.C. The subsidiary’s
lenders are required to approve all payments from this account.
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2022 2021
$°000 $°000
15. Assets Held For Sale/Discounted Operations
Assets held for sale
Investment properties 58,000 45,750
Government securities - bonds - 6,933,815
Loans and receivables - 203,185

58,000 7,182,750

Liabilities directly associated with assets held for sale

Insurance contracts (see note 19) - 6,454,239
Investment contracts (see note 20) - 1,224,926
- 7,679,165

The majority of the above items relate to the SPA signed with SAGICOR. The classification remains
appropriate as the delay in the Scheme of Transfer is not as a result of action by either parties (see
Note 1 for details).

The major classes of assets and liabilities classified as held for sale are presented above at their
respective carrying amounts as at December 31, 2022. These amounts are not reflective of what the
carrying amounts would be on the effective dates that the assets are transferred under the SPA. Upon
determination of liabilities related to the insurance and investment contracts on the effective date of
sale by the appointed actuary, the Group is required to allocate assets as required to cover the entire
amount of the liability. See Note 1 for more details.
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15. Assets Held For Sale/Discounted Operations (continued)

Investment properties indicated above includes to sales agreements for the sale of two investment

properties that are not part of the assets under the SPA.

During the year, investment properties in the amount of $25,900 (2021: $68,200) were disposed of

by CLICO and acquired by a related party.

2022 2021
Note $°000 $°000
Balances associated with assets held for sale disclosed
in the Statement of Profit or Loss
Investment income 468 390,477
Net fair value gain (loss) on assets at fair value
through profit or loss 442
Loss on trading managed funds units (13,532)
Loss on revaluation of investment properties 1,250 (3,100)
Administration and asset management fees 6,435
Impairment loss of financial assets - (40,098)
Net results from investing activities 1,718 340,624
Expenses for administration (1,308) (77,347)
Investment contract movements 29 (42,424)
Revaluation loss on managed funds liabilities - (442)
Operating expenses (1,308) (120,213)
Net single line disclosure in the Statement of Profit or Loss 410 220,411
Net results from insurance activities - (104,329)
Net total 410 116,082
Balances associated with assets held for sale
disclosed in the statement of other
comprehensive income
Other comprehensive loss - (72,692)
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15. Assets Held For Sale/Discounted Operations (continued)

2022 2021
$°000 $°000
Cash flows from assets held for sale
Operating profit before taxation 410 116,082
Adjustments for:
Loss on revaluation of investment income (1,250) 3,100
Investment income (468) (390,477)
Impairment loss of financial assets - 40,098
Investment contract movement - (42,424)
Gain on trading Managed Funds units - (13,532)
Shareholders’ funds transferred to Managed Funds - 23,275
Fair value loss (gain) through profit or loss - (1,157)
Operating loss before changes in working capital (1,308) (265,035)
Changes in:
- Investment contracts 5,672
Net cash used in operating activities (1,308) (259,363)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of investment property 11,750 8,150
Interest received 468 394,669
Net cash from investing activities 12,218 402,819
Cash and cash equivalents 10,910 143,456
2022 2021
$°000 $°000
16. Share Capital
Authorised
An unlimited number of ordinary shares of no par value
Issued
2,950,000 ordinary shares of no par value 14,750 14,750
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16. Share Capital (continued)

Holders of these shares are entitled to dividends as declared from time to time. However, as a result
of the Central Bank intervention, and the issue of the redeemable preference shares, the Group cannot
make dividend payments to ordinary shareholders until the full discharge of the obligation to repay
all of the preference shares.

The Group is not allowed to issue any further ordinary shares except with the approval of the
preference shareholder.

17. Valuation Reserves

Managed Marketable Land and
Funds Securities Buildings Total
$°000 $°000 $°000 $°000

Year ended December 31, 2022
Balance at December 31, 2021 169,621 (508,900) 111,152 (228,127)

Items that will not be reclassified
to profit and loss

Reclassification of gain on disposal of
equity investments at FVOCI
accumulated surplus - (8,501) - (8,501)

Translation differences - - - .

Equity investments at FVOCI and
land and building:
Net change in fair value - (6,713) 583 (6,130)

Deferred tax adjustments - (9,462) - (9,462)

Items that are or may be reclassified
subsequently to profit and loss
Debt investments at FVOCI:

Net change in fair value - (70,432) - (70,432)
Net change in fair value arising from

assets held for sale 27,382 - - 27,382
Balance at December 31, 2022 197,003 (604,008) 111,735 (295,270)
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17.

Valuation Reserves (continued)

Valuation reserves relate to the fair value movements in the marketable securities property and

equipment and managed funds.

Year ended December 31, 2021
Balance at December 31, 2020
Impact of correction of error

Restated balance as January 1, 2021

Items that will not be reclassified
to profit and loss

Reclassification of gain on disposal of
equity investments at F\VOCI
accumulated surplus

Translation differences

Equity investments at FVOCI — and
land and building:
Net change in fair value

Items that are or may be reclassified
subsequently to profit and loss
Debt investments at FVOCI:

Net change in fair value

Net change in fair value arising from
assets held for sale

Restated balance at December 31, 2021

Managed Marketable Land and

Funds Securities Buildings Total
$°000 $°000 $°000 $°000
161,207 (289,009) 111,783 (16,019)
- (192,210) - (192,210)
161,207 (481,219) 111,783 (208,229)
- (47,789) - (47,789)

- 42 - 42

- 61,834 (631) 61,203

- 30,924 - 30,924
8,414 (72,692) - (64,278)
169,621 (508,900) 111,152 (228,127)

122



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED

Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

18. Non-controlling Interest (NCI)

NCI percentage

Total Assets

Total liabilities

Net assets

Net assets attributable to NCI
Revenue

Profit

OCl

Total Comprehensive income
Profits allocated to NCI

OCl allocated to NCI

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities
Net increase (decrease) in cash and cash equivalents

19. Insurance Contracts

Long-term Insurance Contracts - Note 17.3 (a)
Short-term Insurance Contracts - Note 17.3 (b)

Claims admitted or initiated but not yet paid

Liabilities directly associated with assets held for sale (Note 15)

Total policyholders’ liabilities

2022 2021
$°000 $°000
43% 43%
2,814,930 3,079,866
1,072,909 1,209,663
1,742,024 1,870,203
1,131,614 1,215,957
2,542,770 2,843,742
611,793 936,288
611,793 936,288
244,900 375,205
922,376 1,011,979
(136,130) (21,869)
(874,022) (863,713)
(87,776) 126,397
2022 2021
$°000 $°000
6,139,437 6,228,774
2,113 3,599
6,141,550 6,232,373
228,528 221,866
6,370,078 6,454,239
- (6.454,239)
6,370,078 -
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19.

Insurance Contracts (continued)

19.1 Actuarial valuation

CLICO’s Consulting Actuary, Simone Brathwaite, in their report dated March 20, 2023, stated
that the aggregate amount of the liabilities of CLICO in relation to its long-term insurance
business registered in Trinidad and Tobago as at December 31, 2022 amounted to $6,370,000
(2021: $6,454,000) and does not exceed the aggregate value (as provided by CLICO) of the
assets supporting policyholder liabilities.

The Caribbean Policy Premium Method (CPPM) was used as a minimum basis for valuing
long-term insurance liabilities as described in the Insurance Act, 2018 (amended). The
Insurance Act provides that no policy shall be treated as an asset whereas CPPM allows
negative reserves. Thus, CPPM is applied with a zero reserve floor in this valuation. This
method uses a traditional discounted cash flow valuation platform.

The actuary valued the policy liability by projecting future policy cash flows, and then
discounting these cash flows to the reporting date at risk adjusted interest rates. Due to
uncertainty in the future experiences, margins for adverse deviation from CLICO’s recent
experiences are added in deriving future policy cash flows.

COVID-19 Considerations

COVID-19 was officially deemed a pandemic by the World Health Organization (WHO) on
March 11, 2020. CLICO has continuously monitored the impact of COVID-19 throughout the
year and has noted that year-to-date pandemic experience on its insured population has not
been material.

Mortality

Over 90% of CLICQO’s actuarial reserves consists of deferred and payout annuities where
higher mortality is favorable for the aggregate business. As part of the COVID-19 stress
testing, mortality rates were increased by 20% for all lines of business for 2021 and 2022, this
resulted in a reserve release of $12,100.

The Group has also been tracking deaths reported on its smaller Ordinary Life business. Thus
far 27 (2021, 48) reported deaths in this portfolio were due to COVID-109.

Policyholder Behavior

The Group also tracked premium payment and termination experience this year to compare
with historical experience in order to detect if there is potential deviation due to COVID-19.
Similar to mortality experience, policyholder behaviour experience has not deviated materially
compared to prior years. In addition, the aggregate business is relatively insensitive to change
in premium persistency and lapse rates, as demonstrated in experience updates.
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19. Insurance Contracts (continued)

19.1 Actuarial valuation (continued)
COVID-19 Considerations (continued)

Interest Rate

Most of Group’s existing assets backing actuarial reserves consists of Government of Trinidad
and Tobago (GOTT) bonds. A reduction in interest rate will increase the market value of
inforce assets, which will partially offset the impact on reserve changes due to lower valuation
interest rate. Also, the Government Trinidad and Tobago has not given any indication that it
intends to reduce the yield curve in response to COVID-19. Therefore, no provision is made
on this account.

No provision was made for COVID-19 as of December 31, 2022. The Group plans to continue
monitoring experience as it emerges and adjust actuarial reserves as needed, in accordance
with existing valuation methodologies.

19.2 Long-term and short-term life insurance contracts - assumptions and sensitivity

(@)

Process used to decide on assumptions

At each reporting date, the valuation assumption for each component of policy cash flows
consists of an assumption for the expected experience and, separately, a margin for
adverse deviation that reflects the degree of uncertainty in the expected experience
assumption. The expected experience and the margin reflect the latest current
experiences.

The assumptions used for the long-term insurance contracts disclosed in this note are as
follows:

Mortality

For long-term life insurance policies, the mortality assumptions are made based on 1986-
92 Canadian Institute of Actuaries Select and Ultimate mortality tables. An investigation
into the Group’s mortality experience is performed, and the mortality tables are adjusted
to reflect the Group’s experience and territory differences. Additional margin was
provided for uncertainty in setting the expected mortality assumptions.

For all immediate and deferred payout annuity policies, the mortality assumptions are
based on 1994 Group Annuitant Mortality Static tables. Mortality improvement is
assumed for past and future years. Additional margin was provided for uncertainty in
setting the expected mortality assumptions.
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19.

Insurance Contracts (continued)

19.2 Long-term and short-term life insurance contracts - assumptions and sensitivity
(continued)

()

Process used to decide on assumptions (continued)

Lapses

Future lapses were assumed in valuing the actuarial liabilities of the individual life
insurance, universal life insurance and FPA business based on the Group’s experience
since 1999. Additional margins were provided for uncertainty in setting the expected
lapse assumptions.

Interest rates
Valuation interest rate assumptions are determined based on the following information:

i. Projected investment income and market values of all assets supporting policy holder
liabilities at December 31, 2022
ii. Margined liability cash flows at December 31, 2022

ii. Trinidad and Tobago Treasury yield curve as at December 31, 2022

iv. Yield curve used for reinvestment and disinvestments.

Additional allowances are made for investment income tax, investment expense, asset
default and asset/liability mismatch.

The assets supporting policy holder liabilities as of December 31, 2022 are meant to
support the policy liabilities for Ordinary Long-term Insurance Business, EFPA, GAP
and GAAPP.

In addition, as suggested in the Guidance Note document on the Quantitative Impact
Study (QIS) published by the Central Bank, the expected return on equities from the
combination of dividend, capital growth and maturity proceeds for a consistent term
should not exceed return on government debt instruments plus 1%.
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19.

Insurance Contracts (continued)

19.2 Long-term and short-term life insurance contracts - assumptions and sensitivity
(continued)

(@)

(b)

Process used to decide on assumptions (continued)
Expenses

Policy administrative expense assumptions are made based on the Group’s operating
experience during the year of valuation. An expense study is performed by the Group,
and a per-policy administrative expense is derived from the results of the analysis. A
future expected rate of expense inflation is assumed based on the actual rate of inflation
in Trinidad and Tobago during the year of valuation.

Morbidity assumptions

Critical illness morbidity rates were based on rates supplied by Swiss Re and a margin for
adverse deviation is added.

Change in assumptions

The following table presents changes in assumptions from the prior year valuations and
their impact on the value of insurance liabilities in the current year.

Increase Percentage of
Reason for (Decrease) Change (as %
Change in Assumption in Policy of total
Assumption Assumption Change Liabilities liabilities)
($000's)
. . . Update historical
Annun_ant Change in mortality mortality 8,926 0.15%
Mortality multiple .
improvement
Future Undate base vear Consistent future
mortality P Se y mortality (3,424) -0.06%
. of Ml projection .
improvement f o improvement
or annuities
Update lapses for
FPAs, UL and Reflected lapse
Lapse rates TRAD. Performed P (1,316) -0.02%

; experience
a Multiflex lapse P

study for first time.
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19. Insurance Contracts (continued)

19.2 Long-term and short-term life insurance contracts - assumptions and sensitivity

(continued)

(b) Change in assumptions (continued)

Percentage
Increase of Change
Reason for (Decrease) (as %o of
Change in Assumption in Policy total
Assumption Assumption Change Liabilities liabilities)
Updated premium
persistency vectors
. for UL and FPAs. Reflected recent
Premium Performed a .
. . premium (3,721) -0.06%
persistency Multiflex lapse exoerience
study for the first P
time.
Reflected new
mortality multiple Reflected recent 0
Annuitization and updated annuitization 12,824 0.21%
guarantee annuitization % for  experience
Multiflex
Per policy Update to unit Update(_JI expenses 8,082 0.15%
expense expenses and policy count
Change in valuation  Changes in asset (51,824) -0.85%

Interest rates

interest rates

values
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19. Insurance Contracts (continued)

19.2 Long-term and short-term life insurance contracts - assumptions and sensitivity
(continued)

(c) Sensitivity analysis

The following tables present the sensitivity of the value of insurance liabilities disclosed in
this note to movements in the assumptions used in the estimation of insurance liabilities.

As at December 31, 2022

Increase
Change in (Decrease) in
Variable Variable Policy Liabilities  Change
$°000 %

Parallel shift of valuation 100 basis points 687,391 11.51
Change in per-policy

maintenance expense 10% 45,460 0.76
Change in rate of inflation 100 basis points 49,944 0.84
Reduction in lapse rate 100 basis points 4,586 0.08
Change in mortality rate 10% 103,041 1.73
As at December 31, 2021

Increase
Change in (Decrease) in
Variable Variable Policy Liabilities Change
$°000 %

Parallel shift of valuation 100 basis points 718,809 11.82
Change in per-policy

maintenance expense 10% 47,448 0.78
Change in rate of inflation 100 basis points 53,932 0.89
Reduction in lapse rate 100 basis points 4,845 0.08
Change in mortality rate 10% 104,680 1.72
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19. Insurance Contracts (continued)

19.3 Movement in insurance liabilities

(@) Long-term insurance contracts with fixed terms and guaranteed amounts

2022 2021

$°000 $°000
At beginning of year 6,228,774 6,315,365
Impact of in force movement (47,466) (75,168)
Impact of assumption change (29,551) (25,265)
Impact of correction and model refinement (12,320) 13,842
At end of year 6,139,437 6,228,774

(b) Short-term insurance contracts with fixed terms and guaranteed amounts

2022 2021
$°000 $°000
At beginning of year 3,599 7,479
Other movements (1,486) (3,880)
At end of year 2,113 3,599
20. Investment Contracts
2022 2021
$°000 $°000
Managed Funds (a) 767,122 -
Deposit administration contracts 476,006 -
EFPA Investment Contracts (b) 101,339 146,939
1,344,467 146,939

(@) The benefits offered under the Group’s investment contracts are mainly based on the return on
the assets of the Group. This investment mix is unique and cannot be replicated by any
benchmark indicator or combinations thereof with sufficiently high correlation to the assets of
the Group. The Group communicates the performance of these contracts, by the change in the
unit values for Managed Funds, and by the rate of interest credited for deposit administration
contracts.
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20.

21.

Investment Contracts (continued)

(a)

(b)

The assets backing Managed Funds liabilities are included in the relevant balances in the
statement of financial position. The carrying values of assets pledged for these liabilities are
as follows:

2022 2021
$°000 $°000
Government securities (Note 10) 897,712 925,047

The Group classifies EFPA as an investment contract under IFRS 9. To ensure the adequacy
of the liability to cover the minimum guarantees, the liability is set to the maximum of the
account value and the aggregate present value of projected benefits assuming the account value
continues to accumulate under contractual minimum guaranteed credited rate until maturity.

In 2015 the Group began its First Partial Distribution of cash to Statutory Funds STIPs
policyholders including the Government. The total value of this distribution during 2015 was
$4,900,000 to both the Government and individuals who did not accept the Government’s
previous offer in 2011,

The remaining EFPA Investment Contracts have been valued taking into consideration the
residual balance of the STIP contracts assigned to the GORTT by policyholders who accepted
the Government’s pay-out offer in 2011. This offer involved policyholders accepting a pay-
out value equivalent to the policy value as at the last renewal date before September 10, 2010,
less principal withdrawals, and the policyholders assigning their policy to the Government.
These policies, now assigned to GORTT, are valued at the pay-out value. The remainder of
the EFPA contracts (for policyholders who did not accept the Government’s 2011 offer) were
valued at the fund value basis with margins on exchange rates.

Retail EFPA policies over the maximum contractual maturity age have been matured and the
account value of $46,660 was moved to accounts payable. The accumulated balance continues
to be available for payment to non-related party EFPA policyholders. The balance of $46,660
will not accrue at the minimum guaranteed contractual rates under the EFPA policy after
maturity.

Mutual Fund Obligations

The Group is the advisor, manager and distributor of the Colonial Life Family of Funds.

The Group guaranteed the principal and interest to the unit holders of the Core (Series V1) and Power
(Series V1) Funds. The original guarantee was for the principal and for a specified interest rate of
return over a specified period of time.
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21.

22,

Mutual Fund Obligations (continued)

The Group has a mutual fund obligation liability of $7,012 at the reporting date (2021: $42,661). In
prior years this value was an estimate of the liability that the Group is exposed to should the Core
(Series VI) and/or Power (Series V1) not perform to the level of the guarantee. This estimate for
2020 continues to be based on the level of acceptance of the GORTT’s pay out offer to Core (Series
VI) unit holders.

The value of the mutual fund is based on the other values made by GORTT.

In 2022, there were significant surrenders of Power (Series VI) Fund policies with an account value
of $36,656. This amount is included in accounts payables (Note 26).

No management fee was accrued for 2022 (2021: $NIL).

2022 2021
$°000 $°000
Loans and Borrowings
Non-current liabilities
Redeemable preference shares to GORTT 1,029,357 1,212,016
Lease liabilities 100,610 195,083
Non - current portion of loan 19,982 65,286
Future interest expense on lease liabilities (13,349) (26,428)
1,136,600 1,445,957
Current liabilities
Current portion of loan 39,222 33,454
Current portion of lease liabilities 95,347 98,670
1,271,169 1,578,081

Redeemable preference shares

All issued preference shares are fully paid. Redeemable preference shares do not carry the right to
vote and rank equally with other shares with regard to the Group’s residual assets, except that holders
of redeemable preference shares participate only to the extent of the face value of the shares.

Leases
CLICO leases pertains to right-of-use assets related to leased properties that do not meet the

definition of investment property and are presented as property and equipment (Note 6) and the
significant accounting policy(Note 3)
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22,

Loans and Borrowings (continued)
Leases (continued)

OMC entered into a lease agreement on December 12, 2004 with Sohar Industrial Port Company
SAOC in respect of the land used for construction of the plant, which is valid until September 22,
2027.

OMC also entered into lease agreements valid from May 26, 2017 and March 29, 2018 with Gulf
Energy Maritime (GEM) PJSC for lease of two ships, Gulf Espirit and Gulf Elan respectively.

Borrowings

Borrowings represent loans provided to OMC and are denominated in United States Dollars.

(@ On October 2, 2019, the outstanding amount of US$21,670 was rescheduled. The amended
terms require 10 equal semi-annual installments starting on 12 October 2019 with an annual
rate of interest of 6 month LIBOR plus 4% (2020: 6 month LIBOR plus 4%).

(b) On October 2, 2019, the Subsidiary entered into a “UK export finance facility” for an amount
of US$8,750 and proceeds of the loan have been utilized to meet capital expenditure. The loan
is repayable in 10 equal semi-annual payments starting from October 12, 2019 with an interest
rate of linked to 6 month LIBOR plus 2.25% per annum (2020: 6 month LIBOR plus 2.25%).

OMC LLC is not exposed to the risk of interest rate changes or contractual repricing on its
borrowings as all the borrowings are at fixed interest rates.

The fair value of the current portion of long term borrowings equals to their carrying amounts, as
the impact of discounting is not significant.

The Credit Facility Agreement (CFA) contains certain covenants pertaining to, amongst other
things, interest and loan coverage ratios, and distributions to subsidiary’s shareholders. OMC has
complied with these relevant covenants throughout the reporting period.

CFA term loans are secured by a mortgage over the assets of OMC (See Note 6).
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22,

Loans and Borrowings (continued)

Reconciliation Of Movements Of Liabilities To Cash Flows Arising From Financing Activities

Balance at January 1, 2022

Changes from financing cashflows
Proceeds from borrowings
Repayment of borrowings

Interest paid

Total changes from financing cashflows

Other changes -Liability-related
Non-cash repayments

New leases

Interest expense

Interest paid

Total liability-related other changes
Balance at December 31, 2022

Balance at January 1, 2021
Changes from financing cashflows
Proceeds from borrowings
Repayment of borrowings

Interest paid

Total changes from financing cashflows

Other changes -Liability-related
Non-cash repayments

New leases

Interest expense

Interest paid

Total liability-related other changes
Balance at December 31, 2021

Loans
and Lease
Borrowings Liabilities Total
$°000 $°000 $°000
1,325,425 293,753 1,619,178
(221,887) (96,214) (318,101)
(4,436) - (4,436)
(226,323) (96,214) (322,537)
- (659) (659)
54,689 12,977 67,666
(25,900) - (25,900)
28,789 12,318 41,107
1,127,891 209,857 1,337,748
Loans
and Lease
Borrowings Liabilities Total
$°000 $°000 $°000
2,213,169 386,526 2,599,695
3,253 - 3,253
(406,531) (78,648) (485,179)
(15,607) - (15,607)
(418,885) (78,648) (497,533)
(477,141) - (477,141)
- 3,486 3,486
78,170 17,799 95,969
(69,888) (35,410) (105,298)
(468,859) (14,125) (482,984)
1,325,425 293,753 1,619,178

During the year certain assets were disposed of in the amount of $25,900 (2021: $69,000) to extinguish
interest expense to a related entity. This transaction did not result in an exchange of cash and is omitted

from the cash flows above.
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2022 2021
$°000 $°000
23. Due to Related Parties
Current accounts with related parties are as follows:
Affiliates 128,893 129,389

The balance due to affiliates are unsecured and interest free. There are no fixed repayment terms.
Affiliates are entities under common control.

2022 2021
$°000 $°000
24. End of Service Benefits
At 1 January 19,726 18,056
Charge for the year 3,108 2,813
Paid during the year (654) (1,143)
Net exchange differences (61) -
22,119 19,726
2022 2021
$°000 $°000
25. Provisions
Provision for site restoration costs
At 1 January 336,157 320,086
Unwinding of discount cost 15,733 16,071
351,890 336,157

At the reporting date, the amount of $351,890 (2021: $336,157), represents the present value of
management’s best estimate of the future outflow of the economic benefits that will be required to
remove the facilities and restore the affected land area on which OMC’s plant is constructed.
Management expects that the amount of present value of the provision created is sufficient to meet
OMC’s obligation at the end of the useful life of the project. This provision is determined by using
a discounted cash flow basis at a rate of 5% per annum to ensure that by the year 2027 this amount
will be equal to the costs estimated to restore the land to its original form.
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2022 2021
$°000 $°000
26. Accounts Payable
Due to GORTT 42,926 14,669
Other payables 430,848 409,058
Accounts payables 32,865 4,326
EFPA maturities payable 46,660 -
Mutual fund surrenders payable 36,656 -
Managed fund obligation 5,622 5,622
595,577 433,675
Included in other payables is $180,000 (2021: $180,000) due to the Mutual Funds.
2022 2021
$°000 $°000
27. Net Insurance Premium
Insurance premium
Long-term insurance contracts 136,639 125,080
Short-term insurance contracts 31,423 46,076
168,062 171,156
Insurance premium ceded to reinsurers
Long-term reinsurance contracts (2,405) (3,620)
Short-term reinsurance contracts (2,818) (1,104)
(5,223) (4,724)
Net insurance premium 162,839 166,432
2022 2021
$°000 $°000
28. Insurance Benefits and Claims
Long-term insurance contracts
- Death, maturity and surrender benefits 47,488 38,585
- Pensions and lump sum benefits 332,849 282,595
- Other terminations 363 378
380,700 321,558
Short-term insurance contracts
- Health benefits 8,433 21,396
- Death claims 23,547 15,678
31,980 37,074
Insurance benefits and claims 412,680 358,632
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29. Cost of Sales

Cost of gas consumed
Depreciation

Production overheads

Staff costs

Operational insurance
Stores and spares consumed
Change in inventory

30. Investment Income

Net income from financial instruments designated at FVTPL
Government securities

Net income from financial instruments measured at FVOCI
Short-term deposits

Government securities

Loans and advances

Equities

Rental income

Other income
Bank accounts
Other income

2022 2021
$°000 $°000
872,060 854,922
167,930 127,825
70,414 93,458
68,837 65,272
38,258 31,851
3,876 2,827
(19,058) 25,528
1,202,317 1,201,683
2022 2021
$°000 $°000
88,677 42,854
19 1,760
353,837 362,119
958 1,110
7,999 17,473
11,933 12,962
11 11
118 10,960
463,552 449,249
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2022 2021
$°000 $°000
31. Gain on Sale of Investments and Other Assets
Property, plant and equipment - 6
Government securities - -
Company securities - 60,031
- 60,037
Assets held for sale (Note 15) - -
- 60,037
2022 2021
$°000 $°000
32.  Other Income
Administration charges - Group Health 566 343
D.A.C service fees 839 1,454
Exchange gains 2,287 2,859
Other 24,558 24,305
28,250 28,961
2022 2021
$°000 $°000
33. Expenses for Administration
Amortisation of intangible asset 2,083 426
Business travel and entertainment 701 284
Cargo insurance 2,912 5,092
Communication 1,020 859
Depreciation 16,432 16,667
Directors fees 1,407 552
Employee costs 74,882 51,766
General and administration expenses 17,198 18,610
Insurance expenses 641 318
Marketing 95,318 113,762
Net write-offs and write backs (1,189) 4,405
Other expenses 33,636 46,549
Outward freight cost 423,458 313,753
Port operating expenses 7,065 8,034
Professional fees 61,109 51,519
Repairs and maintenance 3,089 3,460
Loss on disposal of asset 3,519 -
Withholding tax 110 18
743,391 636,074
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2022 2021
$°000 $°000
34. Investment Contract Movements
Deposit Administration funds 9,482 11,168
Managed Funds 24,966 31,256
Movement in EFPA
- Due to policyholders not accepting GORTT offer 5,912 3,776
40,360 46,200
2022 2021
$°000 $°000
35. Finance Costs, Net
Finance Costs:
Interest expense 58,593 82,947
Other finance costs, net 318 294
Interest on lease liabilities 12,977 17,799
Amortisation of deferred financing costs 1,753 1,772
Unwinding of discount — site restoration 16,779 16,006
90,420 118,818
Finance Income:
Interest income on deposits (7,665) (419)
Interest income from sub-lease right of use assets (14,771) (19,381)
(22,436) (19,800)
67,984 99,018
2022 2021
$°000 $°000
36. Taxation
(i) Tax expense for the year
Current tax 121,493 175,860
Change in estimate related to prior year (7,015) -
114,478 175,860
Deferred tax (3,740) 143
Change in estimate related to prior year 1,662 -
Tax expense for the year 112,400 176,003
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36. Taxation (continued)

(i)

(iii)

Tax reconciliation

The following is a reconciliation between tax and accounting profit multiplied by the
applicable tax rate:

2022 2021
$°000 $°000
Profit before taxation 780,133 1,244,224
Tax at the rate applicable to each line of insurance business 2,717 26,546
Tax calculated at domestic tax rates in Oman and St. Kitts 107,682 166,330
Tax effect of income not subject to tax (124,309) (139,821)
Tax effect of expenses not deductible 133,835 123,490
Tax effect of expenses not deductible (2,173) (542)
Change in estimate related to prior year - current tax (7,014) -
Change in estimate related to prior year - deferred tax 1,662 -
Tax expense 112,400 176,003
2022 2021
$°000 $°000
Deferred taxation
Deferred tax asset
At the beginning of the year 16,462 17,314
Credited to equity (9,462) 62
Charged to income statement (1,534) (914)
5,466 16,462

Deferred tax liability

Deferred income tax is calculated on all temporary differences under the liability method using
a principal tax rate of 15% (2021: 15%). The deferred tax liabilities in the statement of
financial position and its attendant deferred charge in the statement of profit and loss relates to
the accelerated tax depreciation on property, plant and equipment.
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36. Taxation (continued)

(iii) Deferred taxation (continued)

2022 2021
$°000 $°000
At the beginning of the year 101,708 102,458
Credited (charged) to statement of (3,613) (750)
Net exchange differences (317) -
97,778 101,708
Balance Charged Balance
Brought Charged to Income Carried
Forward to Equity Statement Forward
$°000 $°000 $°000 $°000
December 31, 2022
Accelerated tax depreciation 12 - (1,534) (1,522)
Short term reserves
and unexpired risks 6,988 - - 6,988
Unrealised gains on
investments 9,462 (9,462) - -
16,462 (9,462) (1,534) 5,466
Balance Charged Balance
Brought Charged to Income Carried
Forward to Equity Statement Forward
$°000 $°000 $°000 $°000
December 31, 2021
Accelerated tax depreciation 926 - (914) 12
Short term reserves
and unexpired risks 6,988 - - 6,988
Unrealised gains on
investments 9,400 62 - 9,462
17,314 62 (914) 16,462

*During the year, management identified the error in recording deferred tax on fair value
changes in gains or losses in equity investments. Dividend on equity investments do not attract
taxation in Trinidad and Tobago and as a result will not affect future tax input in the disposal
of such assets.
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37. Related Party Balances and Transactions

At the year end, the Group was 51% owned by CL Financial Limited (in liquidation) and 49% owned
by the Government of the Republic of Trinidad and Tobago. A number of transactions are entered
into with related parties in the normal course of business. The related party balances and transactions
for the year are as follows:

2022 2021
$°000 $°000
Statement of Financial Position - Assets
Fellow subsidiary companies
Investment in associates 485,243 471,674
Loans and other receivables —accrued investment income 326,677 431,400
Associated companies
Investment in associates 25,493 24,715
Government
Assets held for sale - 6,933,815
Investment securities 8,250,376 1,381,150
Other Related Party
Purchase of property, plant and equipment 18,970 1,339
Total related party assets 9,106,759 9,244,093
Statement of Financial Position - Liabilities
Government
Debt securities issued 1,029,357 1,212,016
Lease liabilities 2,827 3,486
Accounts payable 43,800 15,034
Fellow subsidiary companies
Due to related parties 128,893 129,389
Other related parties
Mutual fund obligation 187,012 222,661
Total related party liabilities 1,391,889 1,582,586
Net assets with related parties 7,714,870 7,661,507

142



COLONIAL LIFE INSURANCE COMPANY (TRINIDAD) LIMITED
Notes to the Consolidated Financial Statements

December 31, 2022
(Expressed in thousands of Trinidad and Tobago dollars)

37. Related Party Balances and Transactions (continued)

Statements of Profit or Loss and Other Comprehensive
Income - Income

Fellow subsidiary companies
Premiums
Revenue from contracts with customers

Government
Investment income — bonds

Associated companies
Investment income — dividends received

Total income from related parties

2022 2021
$°000 $°000
3,458 3,171

2,348,539 2,658,758

408,017 404,528

843 738

2,760,857 3,067,195

Statement of Profit or Loss — Expenses

Government
Interest on preference share - GORTT

Fellow subsidiary companies
Insurance benefits

Medical services

Marketing fee

Other

Associated companies
Advertising expense

Total expenses with related parties
Net profit from related parties
Key management compensation
Salaries and other short-term benefit

Termination benefits

54,157 78,152
3,054 2,650
34 36
94,926 113,725
55,827 131,668
11 11
208,009 326,242

2,552,848 2,740,953

22,715 20,451

1,092 879
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38

Correction of Errors

During 2022, the Group discovered that the Group’s investments in associates were erroneously measured at fair value. ‘Fair value’ is the price that
would be received from the sale of an asset in an orderly transaction between market participants at the measurement date in the principal or, in its
absence, the most advantageous market to which the Group has access at that date.

Under IFRS Interests in associates are accounted for using the equity method. They are initially recognised at cost, which includes transaction costs.
Subsequent to initial recognition, the consolidated financial statements include the Group’s share of the profit or loss and OCI of equity-accounted
investees, until the date on which significant influence or joint control ceases.

The Group has elected to correct this error by restating the comparatives for prior periods to reflect the application of these amendments. The statement
of financial position was amended to demonstrate the impact of the retrospective application.

Previously Report Adjustment As restated
$ $ $

Consolidated Statement of Financial Position
January 1, 2021
Investment in associates 670,289 (178,872) 491,417
Others 13,121,441 - 13,121,441
Total assets 13,791,730 (178,872) 13,612,858
Valuation reserves 16,019 192,210 208,229
Share capital (14,750) - (14,750)
Accumulated surplus (1,242,077) (13,338) (1,255,415)
Equity and reserves attributable to owners (1,240,808) 178,872 (1,061,936)
Non-controlling interest (1,077,226) - (1,077,226)
Total equity (2,318,034) 178,872 (2,139,162)
Total liabilities (11,473,696) (11,473,696)
Total equity and liabilities (13,791,730) 178,872 13,612,858
December 31, 2021
Investment in associates 742,003 (245,614) 496,389
Others 12,956,414 - 12,956,414
Total assets 13,698,417 (245,614) 13,452,803
Share capital (14,750) - (14,750)
Valuation reserves (35,797) 263,924 228,127
Accumulated surplus (1,731,090) (18,310) (1,749,400)
Equity and reserves attributable to owners (1,781,637) 245,614 (1,536,023)
Non-controlling interest (1,215,957) - (1,215,957)
Total equity (2,997,594) 245,614 (2,751,980)
Total liabilities (10,700,823) - (10,700,823)
Total equity and liabilities (13,698,417) 245,614 (13,452,803)
Consolidated Statement of Profit or Loss
December 31, 2021
Share of profit of equity-accounted investees, net of tax - 3,345 3,345
Profit for the year 1,063,249 3,345 1,066,594
Consolidated Statement of Other Comprehensive Income
Profit for the year 1,063,249 3,345 1,066,594
Equity-accounted investees — share of OCI - 1,627 1,627
Others, net of tax 91,149 91,149
Total comprehensive income, net of tax 1,154,398 4.972 1,159,370
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39. Contingent Assets, Liabilities and Commitments

(a)

The Group had given a guarantee to the Supervisor of Insurance Barbados agreeing to
indemnify policyholders against any losses suffered as a condition of the transfer of its long-
term portfolio to a fellow subsidiary incorporated in Barbados.

(b) There were a number of legal proceedings pending against the Group at the reporting date. A

(©)

(d)

loss reserve of $90,000 has been made (2019: $90,000). No further provision has been made as
professional advice indicates that it is unlikely that any significant loss will arise.

The subsidiary, Oman Methanol Company LLC, was exempt from income tax for a period of
five years from the date of commencement of commercial operations, in accordance with the
exemption notification received from the Ministry of National Economy dated November 11,
2004. As per the letter dated December 1, 2013 received from Secretariat General For Taxation
(SGT), the net income of the Subsidiary from its main activity shall be exempted from income
tax under Income Tax law from September 1, 2007 to August 31, 2012. Management believes
that the date of commencement of commercial operations of the subsidiary was December 7,
2007 and hence the subsidiary’s income was exempt from income tax from December 7, 2007
to December 6, 2012. The subsidiary’s management has filed an appeal to the Primary Court
in this regard and the Primary Court gave its verdict in favor of OMC but the Secretariat General
for Taxation (SGT) has filed an appeal to the Supreme Court and the matter is now pending for
hearing before Supreme Court.

Subsequent to the year end, the SGT finalised the tax assessment for the year ended 31
December 2012 on February 19, 2017 and demanded an additional tax amounting to TT$56,700
respect of taxable profits earned from September 1, 2012 to December 6, 2012. Management
believes that the Supreme Court will rule in the Company’s favour and therefore believes it is
unlikely that any material tax liability will arise. Accordingly, no provision has been made in
these consolidated financial statements on the profits earned from September 1, 2012 to
December 6, 2012.

Legal Action — CLICO Energy Limited, now Process Energy ( Trinidad) Limited

In 2012 CLICO and CLF as Joint Claimants filed legal action against the purported purchaser
of shares in CLICO Energy (Trinidad) Limited (CEL). 51% shareholding of CEL is held in the
name of CLF, of which 17% of the shares is held in Trust by CLF for CLICO. The legal
action sought to set aside the Purchase and Sale Agreement (PSA) that resulted in the sale of
the CEL / (PETL) shares by CLF to the Purchaser and to restore the shareholdings to the status
quo before the sale in 2009.

The Court delivered its judgement in September 2021. The Court declared the PSA between
CLF and the Purchaser to be void. The Court ordered inter alia that : The Purchaser
immediately restore or cause the restoration to CLF of the said 51% of the PETL shares.

The Purchaser provide an account of all dividends and/or distributions made by PETL in
connection with the said PETL shares which are the subject of the proceedings from the date of
acquisition of the same to the date of restoration of the said shares.
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38. Contingent Assets, Liabilities and Commitments (continued)

(d) Legal Action — CLICO Energy Limited, now Process Energy (Trinidad) Limited (continued)

The Claimants repay to the Purchaser the proceeds of the purported sale in the purchase price
with interest by December 2021.

The Purchaser and PETL have since appealed the Court’s decision and have applied for a Stay
of the Court’s Order pending the determination of the Appeal.

(e) The value of outstanding purchase commitments of The subsidiary, Oman Methanol Company
LLC as at 31 December 2022 amounts equivalent to $41,524 (31 December 2021: $ 38,509).

40. Long-term Sale and Purchase Agreements
(i) Long-term deliveries - Sale agreement

The subsidiary of MHIL, Oman Methanol Company LLC has entered into a long term off
take agreement with Helm AG (Germany) for the full production capacity of the
subsidiary’s methanol plant, with 100% ‘take-or-pay’ clauses in favour of the subsidiary.
By letter dated August 27, 2007, Helm AG notified the subsidiary of its intent to assign
all quantities of methanol for Asian destinations to its affiliate C.P.C. Caribbean
Petrochemical Company limited, Barbados (formerly known as Caribbean Petrochemical
Corporation, Bermuda) which was approved by the Facility Agent on September 28, 2007
and subsequently by the subsidiary. By letter dated December 14, 2015, Helm AG notified
the subsidiary of its intent to assign all quantities of methanol for the destinations Asia
Pacific and Europe to its affiliate Global Petrochemical Distribution Limited (GPD) which
was approved by the Facility Agent on December 21, 2015 and subsequently by Oman
Methanol Company LLC. This arrangement with GPD remained effective for all sales done
till 30 September 2022.

By letter dated 10 August 2022 Helm AG sought the subsidiary’s consent to assign the
MSA to Global Petrochemical Distribution Pte. Limited (Singapore) (GPD Singapore).
This request was approved by the Facility Agent on 19 August 2022 and subsequently by
the subsidiary. All export sales from 1 October 2022 are being done by GPD Singapore.
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40. Long-term Sale and Purchase Agreements (continued)

(i) Long-term deliveries - Sale agreement (continued)

Disaggregation of revenue

Geographical markets
Within Oman
Outside Oman

Major Products
Methanol

Timing of revenue recognition
Products transferred — point in time

2022 2021
$°000 $°000
278,543 186,239
2,264,231 2,657,507
2,542,774 2,843,746
2,542,774 2,843,746
2,542,774 2,843,746

(i)  Long-term gas supply agreement

The subsidiary of MHIL, Oman Methanol Company LLC is committed to a long-term
‘take-or-pay’ Gas Supply Agreement dated 18 August 2004 with the Government of the
Sultanate of Oman, which provides the dedicated supply of gas required by the subsidiary
for its long-term deliveries. The primary term of the contract is for 25 years from the date

of Commercial production as detailed in the agreement.

41. Principal Associate Undertakings

Quoted Country of Origin Activity

LJ Williams Limited Trinidad and Tobago Trading

Unquoted

CL World Brands Limited Scotland Beverage
Manufactur

* Percentage ownership equates to voting rights.

ing

Percentage
Ownership*
2022 2021
% %
21 21
42 42
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42.

43.

Principal Subsidiary Undertakings

Unquoted Country of Origin

Methanol Holdings
International Limited St. Kitts and Nevis

Premium Security
Services Limited Trinidad and Tobago

The subsidiaries year end is December 31.

* Percentage ownership equates to voting rights.

Events after the Reporting Date

Activity

Energy — Methanol

Security (Protective)
Services

Percentage
Ownership*
2022 2021
% %
56.53  56.53
100 100

To ensure compliance with regulatory requirements CLICO has embarked on the process to sell the

portion of its MHIL shares outside regulations.
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