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Comprehensive Investment and Credit Risk Management Policy, guidelines and practices are in place. Specific investment diversification requirements are in place, such as defined investment limits for asset class, geography, and industry. Limits are set relative to the capital base of the Company and overall investment objectives.

SLAC’s investment policy framework and governance defines required approval authority at various management levels for new loans and refinancing which are commensurate with the credit risk involved. Individuals involved in loan management have the appropriate level of experience and expertise. 

Governance of credit risk is done through the Three Lines of Defence (TLD) model. The First Line is the business, who has ultimate ownership of the various risks and accountability for day to day management of those risks. The Second Line is Risk Management, whose responsibilities include designing overarching risk management frameworks, oversight and monitoring the first line’s management of risk, challenging strategies and risk management effectiveness, and advising on risk. The Third Line is Internal Audit who is responsible for providing independent assurance to Senior Management and the Board and/or Board Committees on the design and operational effectiveness of the risk management practices and internal controls carried out by first Line of Defence (LOD) and second LOD. 

Portfolio performance with respect to credit risk is monitored closely by management and the Board. Detailed reports are provided to the Board on a quarterly basis.

Loans are monitored on an on-going basis. The portfolio is stratified using a risk rating system.
	Text Field 5: CRA: General information about credit risk
	Text Field 6: Operational Risk is the risk of loss, financial and non-financial resulting from inadequate or failed internal processes, people and systems or from external events. The Company has an established Operational Risk Management Framework (“ORMF”) approved by the Board that prescribes a comprehensive set of protocols and programs that need to be followed in conducting business activities. The ORMF sets out lines of responsibility and authority for risk-taking, governance and control. 

The Company has adopted the Three Lines of Defence (“LOD”) model to provide a consistent, transparent and clearly documented allocation of accountability and segregation of functional responsibilities. The first line of defence is represented by the business segment management who own the risks that are intrinsic to the business and have the primary responsibility to identify, measure, manage, monitor and report these risks. The second line of defence includes the Chief Risk Officer (“CRO”) and heads of the oversight functions who are responsible for providing independent oversight of our Company-wide risk management programs. The third line of defence responsibilities are distinct from first and second LOD responsibilities. The Internal Audit function is the third LOD and is responsible for providing independent assurance to Senior Management and the Board and/or Board Committees on the design and operational effectiveness of the risk management practices and internal controls carried out by first LOD and second LOD. 

The Company follows the Basic Indicator Approach for operational risk.  The quantification of capital would depend on the cost of a specific scenario and its probability of occurrence.  The regulatory capital model uses a proxy applied to average income which assumes that as the business grows, so will the exposure to operational risk.  The Company has extended this approach to its modeling of ICAAP capital through the use of scenario testing.  This method gives broad coverage over the range of applicable operational risks. 

In order to support the effective communication, implementation and governance of our ORMF, we have codified our processes and operational requirements in a comprehensive series of risk management frameworks, policies and operating guidelines. These frameworks, policies and guidelines promote the application of a consistent approach to managing risk. The Board and Management Committee regularly review and approve significant changes to the ORMF and policies and regularly review management’s reporting and attestation on compliance to these policies.  In support of Operational Risk responsibilities of the Board there regular standing topics on the Board or Board Committee agenda for discussion, including but not limited to, CRO Risk Report, Risk Policy updates, Finance and Capital Reporting, and Investment updates.

While all risks cannot necessarily be eliminated or known with certainty, the Risk Framework seeks to ensure that risks to a business undertaking are appropriately managed to achieve the Company’s business objectives over time and are not expected to exceed pre-established boundaries for risk taking.  We have a process to identify and monitor key risks that may have a material impact on our business. Monitoring processes include oversight by the Board and the Three Lines of Defence.  
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