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2 GENERAL MATTERS
2.1 Background

Kenya Reinsurance Corporation Limited conducts business in Kenya and outside Kenya. The
Corporation has three fully owned subsidiaries established in Ivory Coast, Zambia, and
Uganda. The subsidiaries are, therefore, referred to as related parties. The Corporation
engages in inter-party transactions while doing business

The impact of these transactions is considered material for the operations of the
Corporation and it is therefore imperative that they are adequately disclosed in the
Corporation’s financials/accounts.

The Board of Kenya Reinsurance Corporation Ltd (the “Company”) has approved this
Related Party Transactions policy (the “Policy”), in line with recommendations of the CMA
Code of Corporate Governance Practices for Issuers of Securities to the Public 2015. The
objective of the Policy is to:

I.  Ensure Related Party Transactions are properly reviewed, approved, and disclosed in
accordance with the legal and regulatory requirements; and

[l.  The Company is protected from any conflicts of interest that may arise between the
Company and its Related Parties. The Board has determined that the Audit
Committee of the Board will be responsible for reviewing all Related Party
Transactions that may arise within the Company.

2.2 Purpose
The purpose of this policy is to:

® Guide the Corporation on the measurement and management of related party
transactions.

* Prescribe how to include related party transactions in the financial statements of the
Corporation and the translation of financial statements into a presentation currency.

2.3 Scope
This policy shall be applied:
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In accounting for transactions and balances transacted between the Kenya
Reinsurance corporation and its subsidiaries.

In translating the financial position of related party transactions that are included in
the statement of financial position of the entity by consolidation.

3 DEFINITIONS

A “Related Party” is any:

Director (including a nominee) of the Company and/or its subsidiary or,

A Senior Manager of the Company; or,

Person who has acquired a notifiable interest in the Company and is a beneficial
owner of 3% or more of the Company’s shareholding; or,

Entities in the Kenya Reinsurance Group owned directly or indirectly by the parent
company (Kenya Reinsurance Corporation Ltd) and/or its subsidiaries/affiliates
including special purpose entities or those that exert control over the Company; or,
Entities in which the major shareholder, Director of the Company or Senior Manager
owns a majority share or control; or

Immediate family members of a Director, Senior Manager or 3% or more shareholder
(shareholder being a natural person) up to the second degree of affinity i.e. spouse,
parents, stepparents, children, step children, siblings and in-laws and any individual
sharing the household of such a person (other than tenant or employee).

A “Related Party Transaction” is any business deal or arrangement between two or more
parties who are joined by a special relationship prior to the deal and includes a business
transaction between a major shareholder, or any company in which the shareholder holds
shareholding and the company. Related Party Transactions include the following
transactions if entered by the Company with a Related Party:

Finance (credit, equity contributions etc.)

Purchases, sales or supply of goods or services

Agency agreements

Outsourcing arrangements

Arrangements for leasing, selling, buying, and disposing of property Kenya

Reinsurance Corporation Ltd.

Licensing agreements

Management contracts

Guarantees and sureties etc.
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4 PROCEDURE

4.1

Notification of Related Party Transactions

Each Related Party is required to promptly notify the Managing Director (MD) of any
interest arising from a Related Party Transaction including a description of the transaction
and aggregate amount. The notification should be done before engaging in any Related
Party Transaction with the Company. The MD will then notify the Audit Board Committee
for review, approval, or ratification.

4.2 Review of Related Party Transactions

The Audit Board Committee (the “Committee”) will be responsible for the review, approval,
or ratification of all Related Party Transactions subject to material facts and may approve or
disapprove based on the exceptions below:

iii.

The Committee may disapprove of a previously entered Related Party Transaction
requiring the management of the Company to take all reasonable efforts to cancel,
unwind, terminate, or annul the Related Party Transaction.

While reviewing the Related Party Transaction, the Committee will consider among
other factors, whether the Related Party Transaction terms are no less favourable
than terms generally available to an unaffiliated third-party under the same or
similar circumstances and extent of Related Party’s interest in the Related Party
Transaction.

The MD shall present to the Audit Committee the following information in relation
to Related Party Transactions:

Description of transaction(s) including material terms and conditions.

Name of the Related Party and basis for this qualification.

Related Party’s interest in the transaction(s) including the Person’s position or
relationship with, or ownership of, any entity that is a party to or has an interest in
the transaction(s);

Approximate value of transaction(s) and approximate value of Related Party’s
interest in the transaction(s);

Whether the proposed transaction will involve any potential reputational risk issues

arising from connection with the proposed transaction(s); and, Kenya Reinsurance
Corporation Ltd
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e Any other material information regarding the transaction(s) or Related Party’s
interest in the transaction(s).

The Audit Board Committee will consider the following factors as it deems relevant to the
Related Party Transaction in conducting an independent review:

i. Identity and relationship of the parties involved in the transaction.

ii. ii. That terms of the transaction are fair and on arm'’s length basis to the Company.
iii. Impact on Director’s or Senior Manager’s independence; and

iv. Whether the Related Party Transaction would present an improper conflict of

interest for any Director, Senior Manager or Shareholder holding at least 3% of the
Company.

Each Director who is a Related Party with respect to a Related Party Transaction will be
required to disclose all material facts to the Committee and abstain from participation in
the review and approval of the Related Party Transaction. The Committee may, if need be,
recommend creation of a special committee to review any Related Party Transaction. For
ongoing Related Party Transactions, the Committee may establish guidelines to be
followed and review and assess ongoing relationships with Related Parties at every Audit
Board Committee meeting. Material amendments, renewals or extensions of a transaction
and relationships will also be reviewed at these meetings. The Audit Board Committee will
periodically review this Policy and recommend amendments as it deems appropriate. This
Policy is intended to work in conjunction with other Company policies including the
conflict-of-interest disclosure provisions.

4.3 Pre-approval for Related Party Transactions

The Board may review in advance and provide standing pre-approval for certain Related
Party Transactions. The following are deemed to be pre-approved Related Party
Transactions:

i. Directors’ compensation: any compensation paid to a Director and required to be
reported in the Company’s Directors’ Remuneration Report.

ii. Employment or compensation of an executive Manager provided the executive
Manager:
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a.is not an immediate family member of another executive Manager or Director of
the Company; and

b. was not a Related Party of the Company prior to becoming an employee of the
Company.

iii. Regulated transactions involving rendering of services as a contract carrier, or
public utility at fixed rates in conformity with the legal or government regulations.

iv. Transactions where all shareholders receive proportional benefits e.g., dividends
or stock splits.

V. Employee benefits i.e., auxiliary services granted with preferential rates or waivers
to all employees (including senior Managers) as part of employees’ incentives or
benefits.

5 DISCLOSURE AND REGULATORY REPORTING

i. Related Party balances will be disclosed by the MD during the Board Audit
Committee meetings.

ii.  The Board will also disclose Related Party Transactions in the Notes to the Annual
Report and Financial Statements of the Company in line with International Financial
Reporting Standards. The Company shall further publish this Policy on its website,
www.kenyare.co.ke for shareholder reference.

iii. Material Related Party Transactions will be reported to regulatory agencies if
required and shall be approved by the shareholders whilst approving the Annual
Report and Financial Statements of the Company.

6 INTERPRETATION

In circumstances where the terms of these Policies and Procedures differ from newly
enacted laws, regulations or standards governing the Company, the law, regulation, or
standard will take precedence over these policies and procedures until these policies and
procedures are amended to conform to the law, regulation or standard.

7 POLICY AND REVIEW

This policy will be reviewed and updated every two years or as and when there is a trigger
necessitating change to the policy. Such changes impacting this policy will be reviewed
approved by the Board of Directors.
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