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Old Mutual Life Assurance Company (South Africa) Limited
Annual financial statements for the year ended 31 December 2014

Statement of directors' responsibilities

The directors are responsible for the preparation and fair presentation of the annual financial statements of Old Mutual Life
Assurance Company (South Africa) Ltd, comprising the statement of financial position at 31 December 2014 and the income
statement, statements of comprehensive income, changes in equity and cash flows for the year then ended, and the notes to
the financial statements which include a summary of significant accounting policies and other explanatory notes, in accordance
with International Financial Reporting Standards and the requirements of the Companies Act of South Africa and the directors’
report.

The directors are also responsible for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error, and for maintaining adequate
accounting records and an effective system of risk management.

The directors have made an assessment of the ability of the company to continue as a going concern and have no reason to
believe that the business will not be a going concern in the year ahead.

The auditor is responsible for reporting on whether the financial statements are fairly presented in accordance with the
applicable financial reporting framework.

The annual financial statements of Old Mutual Life Assurance Company (South Africa) Limited, as identified in the first
paragraph, were approved by the board of directors on 19 February 2015 and signed by:

P G de Beyer B M Rapiya
Chairman Chief Executive Officer

Certificate by the Company Secretary

| declare that, to the best of my knowledge, the company has lodged all such returns and notices as are required of it in terms
section 88(2)(e) of the Companies Act of South Africa 71 of 2008, for the year ended 31 December 2014 and that all such
returns are true, correct and up to date.

E M Kirsten
Company Secretary
19 February 2015
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Directors’ report

The directors of Old Mutual Life Assurance Company (South Africa) Ltd have pleasure in submitting their report on the
company's annual financial statements for the year ended 31 December 2014.

The principal activity of the company is the transaction of all classes of life assurance, savings and retirement funding

business. The company underwrites life insurance risks associated with death and disability. It also issues a

diversified portfolio of investment contracts to provide its customers with asset management solutions for their

savings and retirement needs.

The operating results and financial position of the company are set out in the income statement, statement of
comprehensive income, statement of financial position, statement of changes in equity, statement of cash flows and
accompanying notes.

Profit before tax was R 16 270 million (2013: R 8 557 million), and R 13 276 million (2013: R 4 592 million) after tax.

In terms of International Financial Reporting Standards ("IFRS"), the company is required to produce consolidated
financial statements as its subordinated debt instrument is traded in a public market. Consolidated financial
statements prepared and presented in accordance with IFRS are expected to be issued in April 2015.

In these company-only financial statements the company's investments in its subsidiaries, joint ventures and
associate companies are accounted for as financial assets at fair value through profit or loss and dividends are
recognised when receivable.

Details of the company's interest in its principal subsidiaries, joint ventures and associates are set out in note 20.

The company's holding company is Old Mutual Emerging Markets Ltd incorporated in South Africa.

The company's ultimate holding company is Old Mutual plc incorporated in the United Kingdom and listed on the
London, Johannesburg, Malawi, Namibia and Zimbabwe stock exchanges.

There were no changes in the authorised or issued ordinary or preference share capital of the company.

Ordinary shares

Dividends on ordinary shares amounting to R 2 817 million (2013: R 24 797 million) were declared during the year.
The 2013 total includes dividends in specie of R 23 273 million.

Preference shares

Dividends on preference shares amounting to R 693 million (2013: R 2 354 million) were declared during the year.

The company's public interest score, as determined in accordance with the relevant provisions of the Companies Act,
71 of 2008, is 589 589.
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Directors' report

The directors of the company during the year were as follows:

Name Nationality Changes

P G de Beyer South African

N T Moholi South African Appointed 17 February 2014
C W N Molope South African

R T Mupita South African

K Murray British

B M Rapiya South African

P G M Truyens Dutch

G S van Niekerk South African Resigned 17 February 2014

The directors currently holding office are:

R T Mupita
K Murray
B M Rapiya (Chief Executive Officer)

Independent directors

P G de Beyer

C W N Molope

P G M Truyens

N T Moholi *

Member of the Audit, Risk and Compliance Committee
Member of the Customer Affairs Committee
Member of the Financial Assistance Committee

In terms of the memorandum of incorporation, Mr P G de Beyer, Ms C W N Molope and Mr R T Mupita are due to
retire at the annual general meeting. Ms N T Moholi, having been appointed during the year, is also due to retire at
the annual general meeting. All remaining directors have indicated that they would seek re-election at the annual
general meeting, and all being eligible, and having been recommended for re-election by the board of directors, offer
themselves for re-election.

Ms E M Kirsten is the company secretary.

Registered office
Mutualpark
Jan Smuts Drive
Pinelands
7405
South Africa
Postal address
PO Box 66
Cape Town
8000

KPMG Inc. will continue in office in accordance with section 90 of the Companies Act.
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Directors’ report

On 12 January 2015 the company agreed to dispose of the remaining portion of the Menlyn Shopping Centre in South
Africa for R3 200 million, subsequent to the completion of agreed upon improvements on the centre. Refer to note 13
for more information.

On 23 January 2015 the company purchased a 23.3% stake in UAP Holdings Ltd, an East and Central African
financial services company, for a total consideration of R1 139 million (KES 8.88 billion). On 26 January Old Mutual
Holdings Ltd, a fellow subsidiary based in Kenya, confirmed that it will be acquiring an additional 37.3% of UAP's
shareholding, subject to regulatory approval.

Following the successful completion of a bond auction, which took place on 16 March 2015, the company has issued
a mixture of floating rate and fixed instruments with several maturities through its existing local South African
programme. Accordingly, the JSE Limited has granted a listing to the company on the South African Interest Rate
Market with effect from 19 March 2015 under its Unsecured Subordinated Callable Note Programme dated 4
September 2014. The total nominal value of instruments issued was R2 061 million.

The Board has satisfied itself that the company has adequate resources to continue in operation for the foreseeable
future. The company's financial statements have accordingly been prepared on a going concern basis.

The Old Mutual Group publishes a separate responsible business report which covers operational activities of its business
with respect to its material sustainability issues.
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Annual financial statements for the year ended 31 December 2014

Statutory actuary's report

| have conducted an actuarial review of the company as at 31 December 2014, according to applicable guidelines issued by
the Actuarial Society of South Africa. Contracts classified as insurance and investment contracts with discretionary participation
features have been valued using the Financial Soundness Valuation (FSV) method. Contracts classified as investment
contracts (without discretionary participation in profit) have been valued at fair value as per IFRS 9, Financial Instruments.
Policyholders’ reasonable benefit expectations have been taken into account in valuing policy liabilities. Further notes to this
report, including a description of the valuation basis, are provided in notes 41 and 44 to the annual financial statements.
Sample derivative contract prices derived from the calculation of market-consistent investment guarantee reserves are
provided in note 40.

R m Rm
2014 2014 2013 2013
Published Statutory Published Statutory
Total value of assets 586 232 584 181 541 194 521 644
Actuarial value of policy liabilities (492 651) (488 028) (457 855) (435 700)
Unsecured subordinated callable notes (3 996) (3 996) (3 000) (3 000)
Provisions and other liabilities (40 360) (40 289) (40 928) (40 834)
(537 007) (532 313) (501 783) (479 534)
Excess of assets over liabilities 49 225 51 868 39 411 42 110
Less: Inadmissible for statutory solvency purposes (495) (475)
Less: Limits on group undertakings (7 601) (1012)
Add: Unsecured subordinated callable notes 3 996 3 000
Excess assets (statutory basis) 47 768 43 623
Statutory capital adequacy requirement (CAR) 15 303 13770
Ratio of excess assets to CAR 3.1 3.2
Notes:
1 Certain of the 2014 figures for inadmissible assets and limits in respect of group undertakings and the resulting
calculations are estimates.

2 A reconciliation of the movement in excess of assets over liabilities on the published basis is provided in note 41.1.

3 The composition of the assets backing the CAR is 12.5% in local equities and 87.5% in local cash (2013: 12.5% local

equities and 87.5% local cash).

| hereby certify that:

. the valuation on the statutory basis of the company as at 31 December 2014, the results of which are summarised above,
has been conducted in accordance with, and this statutory actuary's report has been produced in accordance with,
applicable Actuarial Society of South Africa professional guidance notes and Board Notice 14 of 2010;

. the company was financially sound on the statutory basis as at the valuation date, and in my opinion is likely to remain
financially sound on the statutory basis for the foreseeable future; and

. the company also had sufficient non-linked assets to more than cover non-linked liabilities and capital adequacy
requirements after allowing for the asset spreading requirements as prescribed by the Long Term Insurance Act.

G W Voss
Statutory Actuary
BSc, FIA, FASSA
Cape Town

19 February 2015
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Audit, Risk and Compliance Committee report

The Audit, Risk and Compliance Committee is a committee of the board of directors, and serves in an advisory capacity to the
Board in discharging its duties relating to the safeguarding of assets, the operation of adequate systems, risk management and
internal controls, the review of financial information and the preparation of the annual financial statements. This includes
satisfying the Board that adequate internal, operating and financial controls are in place.

The Audit, Risk and Compliance Committee has adopted formal terms of reference that have been updated and approved by
the board of directors, and has executed its duties during the past financial year in compliance with these terms of reference.

The current members are Ms C W N Molope (Chairman), Mr P G M Truyens and Ms N T Moholi.

The committee comprises exclusively independent directors, and met five times during the year with senior management,
including the chief executive officer, the statutory actuary, the finance director, the group audit director, the chief risk officer and
certain other executive management. Representatives from Old Mutual plc also sometimes attend. The external and internal
auditors attend these meetings and have unrestricted access to the committee and to its chairman. Ad hoc meetings are held
as required.

In execution of its statutory duties, as required in terms of the Companies Act and the Insurance Laws Amendment Act, during
the past financial year the Audit, Risk and Compliance Committee has:

. Ensured the appointment as external auditor of the company of a registered auditor who, in the opinion of the Audit,
Risk and Compliance Committee, was independent of the company.

. Determined the fees to be paid to the external auditor and such auditor’s terms of engagement.

. Ensured that the appointment of the external auditor complies with the Companies Act and any other legislation
relating to the appointment of such auditors.

. Determined the nature and extent of any non-audit services which the auditor may provide to the company or such
services that the auditor may not provide to the company or related company.

. Pre-approved any proposed contract with the auditor for the provision of non-audit services to the company.

. Considered the independence of the external auditors and has concluded that the external auditor has been
independent of the company throughout the year taking into account all other non-audit services performed and
circumstances known to the committee.

. Received and dealt appropriately with any complaints relating to the accounting practices and internal audit of the
company, the content or auditing of its annual financial statements, the internal financial controls of the company, or
to any related matter.

. Made submissions to the Board on any matter concerning the company’s accounting policies, financial control,
records and reporting.

The Audit, Risk and Compliance Committee has complied with all applicable legal, regulatory and other responsibilities for the
period under review.

Following our review of the annual financial statements for the year ended 31 December 2014, we are of the opinion that, in all
material respects, they comply with the relevant provisions of IFRS and the Companies Act 71 of 2008 and that they fairly
present the financial position at 31 December 2014 of the company and the results of operations and cash flows for the year
then ended.

C W N Molope
Chairman of the Audit, Risk and Compliance Committee
19 February 2015




Independant auditor's report

We have audited the financial statements of Old Mutual Life Assurance Company (South Africa) Ltd, which comprise the
statement of financial position at 31 December 2014, and the income statement and the statements of comprehensive
income, changes in equity and cash flows for the year then ended, and the notes to the financial statements which include a
summary of significant accounting policies and other explanatory notes, as set out on pages 10 to 88.

The company’s directors are responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and the requirements of the Companies Act of South Africa,
and for such internal control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors' judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

In our opinion, these financial statements present fairly, in all material respects, the financial position of Old Mutual Life
Assurance Company (South Africa) Ltd at 31 December 2014, and its financial performance and cash flows for the year
then ended in accordance with International Financial Reporting Standards and the requirements of the Companies Act of
South Africa.

As part of our audit of the financial statements for the year ended 31 December 2014, we have read the Directors' Report,
the Audit, Risk and Compliance Committee's Report and the Company Secretary's Certificate for the purpose of identifying
whether there are material inconsistencies between these reports and the audited financial statements. These reports are
the responsibility of the respective preparers. Based on reading these reports we have not identified material
inconsistencies between these reports and the audited financial statements. However, we have not audited these reports
and accordingly do not express an opinion on these reports.

KPMG Inc.
Registered Auditor

Per: G Dixon 1 Mediterranean Street
Chartered Accountant (SA) Foreshore
Registered Auditor Cape Town
Director 8000

30 March 2015
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Income statement

2014 2013

Notes Rm Rm

Revenue
Gross earned premiums
Outward reinsurance premiums

Net earned premiums

Investment income (net of investment losses)
Fee and commission income

Other income

Total revenue
Expenses

Claims and benefits
Reinsurance recoveries

Net claims incurred (including change in insurance contract provisions)

Change in investment contract liabilities
Finance costs

Commission and other acquisition costs
Operating and administration expenses

Total expenses

Profit before tax
Income tax expense

Profit after tax for the financial year

34 594
(900)

33 694
71010
4030
200

108 934

(61 280)
1052

(60 228)
(26 744)
(974)
(3171)
(9 260)

(100 377)

8 557
(3 965)

4 592

9 &10

11

10
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Statement of comprehensive income

2014 2013
Rm Rm

Profit after tax for the financial year 13 276 4 592
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Property revaluation 102 132
Policyholder property revaluation (shadow accounting) (82) (107)
Actuarial gains on defined benefit plans and return on plan assets 72 149
Item that will be reclassified subsequently to profit or loss
Currency translation differences 4 60
Other comprehensive income for the year net of taxation 96 234
Total comprehensive income 13 372 4 826

11
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Statement of financial position

2014 2013

Notes Rm Rm
Assets
Intangible assets 12 255
Investment property 13 6 985
Property and equipment 14 3303
Deferred tax assets 15 1337
Reinsurance contracts 16 766
Post employment benefits 27 396
Deferred acquisition costs 17 1145
Loans and advances 18 259
Investments and securities 19 491 623
Derivative assets 21 6 142
Amounts due by group companies 22 7 952
Other assets 23 7 690
Cash and cash equivalents 24 13 341
Non-current assets held for sale 13 -
Total assets 541 194
Liabilities
Insurance contracts 25 156 089
Investment contracts 25 303 755
Borrowed funds 26 3000
Share-based payment liabilities 29 998
Deferred revenue on investment contracts 31 94
Deferred tax liabilities 15 3708
Derivative liabilities 21 8 269
Amounts due to group companies 22 1390
Provisions 30 1687
Current tax payable 2011
Other liabilities 32 20 782
Total liabilities 501 783
Net assets 39 411
Shareholders’ equity
Share capital and premium 33 6 423
Other reserves 33 184
Share-based payment reserve 481
Retained earnings 32 323
Total equity 39 411

12
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Statement of changes in equity

Share capital Share Other Share-based Total Retained Total
premium reserves payment reserves earnings equity
reserve
Rm Rm Rm Rm Rm Rm Rm
Balance at 1 January 2013 8 6 246 99 481 580 54 733 61 567
Profit after tax - - - - - 4 592 4 592
Other comprehensive income - - 85 - 85 149 234
Issue of share capital - 169 - - - - 169
Dividends - - - - - (27 151) (27 151)
Total changes - 169 85 - 85 (22 410) (22 156)

Balance at 31 December 2013
Profit after tax

Other comprehensive income
Dividends

Other movements

Total changes
Balance at 31 December 2014

13
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Statement of cash flows

2014 2013
Notes Rm Rm
Cash flows from operating activities
Cash used in operations (8 397) (4 456)
Interest received 14 911 13217
Dividends received 4 892 5077
Finance costs (902) (974)
Tax paid (2127) (2 291)
Net cash from operating activities 8 377 10 573
Cash flows from investing activities
Acquisition of property and equipment (216) (166)
Proceeds from disposal of property and equipment 761 66
Acquisition of investment property (536) (460)
Proceeds from disposal of investment property 1579 8728
Acquisition of intangible assets (48) (198)
Disposal of other intangible assets 119 -
Net acquisition of financial instruments (3 603) (15 902)
Net cash utilised in investing activities (1943) (7 932)
Cash flows from financing activities
Issue of subordinated debt 1 000 -
Dividends paid to company's shareholders (3510) (3878)
Net cash utilised by financing activities (2510) (3 878)
Net increase / (decrease) in cash and cash equivalents 3924 (1 237)
Cash and cash equivalents at the beginning of the year 13 341 14 578
Total cash and cash equivalents at end of the year 17 265 13 341

14
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Accounting policies

The company's annual financial statements have been prepared in accordance with International Financial Reporting
Standards, and the Companies Act of South Africa.

The financial statements provide information about the financial position, results of operations and changes in the
financial position of the company. They have been prepared under historical cost convention, as modified by the
accounting policies below. Except as described below, the accounting policies have been consistently applied to all
periods presented.

The company's consolidated financial statements are presented separately from these company-only financial
statements.

The financial statements are presented in South African Rands.

The financial statements have been amended to reflect the introduction of Amendments to IAS 32 Offsetting Financial
Assets and Financial Liabilities, which are mandatory for accounting periods commencing on or after 1 January 2014.

Financial assets and financial liabilities are offset and a net amount is presented in the statement of financial position,
only if both of the following conditions are met:

. The entity currently has a legally enforceable right to set off the recognised amounts - i.e. a legal right to settle or
eliminate all or a portion of an amount due to a creditor by applying against that amount an amount due from the
creditor; and

o The entity has the intention to settle on a net basis; or realise the asset and settle the liability simultaneously (IAS
32.42, 45).

The amendments to IAS 32 address inconsistencies that the IASB has identified in the application of some of the
offsetting criteria by providing additional application guidance (IAS 32.BC78). The amendments clarify that an entity
currently has a legally enforceable right to set off if the right is:
- not contingent on a future event; and
- enforceable both in the normal course of business, and in the event of default, insolvency or
bankruptcy of the entity and all of the counterparties (IAS 32.AG38B).

The amendments apply retrospectively for annual periods beginning on or after 1 January 2014.

The adoption of these amendments did not have an effect on the financial statements.
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Accounting policies

Revenue comprises premium income from insurance contracts (net of outward reinsurance premiums) and investment
contracts with discretionary participating features, fee income from investment management service contracts,
commission income and investment income (excluding investment losses).

Revenue is accounted for in accordance with the following accounting policies.

Premiums receivable under insurance contracts and investment contracts with a discretionary participating feature are
stated gross of commission, and exclude taxes and levies. Premiums are recognised when due for payment.

Outward reinsurance premiums are recognised when due for payment.

Fees charged for investment management services provided in conjunction with an investment contract are
recognised as income in the income statement as the services are provided. Initial fees, which exceed the level of
recurring fees and relate to the future provision of services are deferred and amortised over periods between 5 and 10
years.

Commission income is accounted for on an earned basis.

Contracts under which the company accepts significant insurance risk from another party (the policyholder) by
agreeing to compensate the policyholder, or other beneficiary if a specified uncertain future event (the insured event)
adversely affects the policyholder, are classified as insurance contracts. Insurance risk is risk other than financial risk.

Financial risk is the risk of a possible future change in one or more of a specified interest rate, security price,
commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index or other variable,
provided in the case of a non-financial variable that the variable is not specific to a party to the contract.

Insurance risk is significant if, and only if, an insured event could cause an insurer to pay significant additional benefits
in any scenario, excluding scenarios that lack commercial substance. If significant additional benefits would be
payable in scenarios that have commercial substance, significant insurance risk exists even if the insured event is
extremely unlikely or even if the expected present value of contingent cash flows is a small proportion of the expected
present value of all the remaining contractual cash flows.

A contract that is classified as an insurance contract remains an insurance contract until all rights and obligations are
extinguished or expire.

Contracts with a discretionary participating feature are those under which the policyholder holds a contractual right to
receive additional payments as a supplement to guaranteed minimum payments. Those contracts that have insurance
risk are classified as insurance contracts. Those that do not have insurance risk are classified as investment
contracts.

Contracts under which the transfer of insurance risk to the company from the policyholder is not significant, are
classified as investment contracts.
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Accounting policies

Claims and benefits incurred in respect of insurance contracts and investment contracts with a discretionary
participating feature include maturities, annuities, surrenders, death and disability payments and are recognised in the
income statement.

Maturity and annuity claims are recorded as they fall due for payment. Death and disability claims and surrenders are
accounted for when notified.

Reinsurance recoveries are accounted for in the same period as the related claim.

Amounts paid under investment contracts other than those with a discretionary participating feature are recorded as
deductions from investment contract liabilities.

Insurance contract liabilities and liabilities for investment contracts with a discretionary participating feature are
measured using the Financial Soundness Valuation (FSV) method as set out in the guidelines issued by the Actuarial
Society of South Africa in Professional Guidance Note (SAP) 104 (version 7). Under this guideline, provisions are
valued using realistic expectations of future experience, with compulsory margins for prudence and deferral of profit
emergence.

Surplus allocated to policyholders under investment contracts liabilities with a discretionary participating feature but
not yet distributed (i.e. bonus stabilisation reserves) is included in the carrying value of liabilities.

Investment options and guarantees embedded in insurance contracts have been calculated on a market-consistent
basis, with additional margins added as permitted by APN 110.

The company performs liability adequacy testing on its liabilities under insurance contracts (including investment
contracts with discretionary participating features) to ensure that the carrying amount of its liabilities is sufficient in
view of estimated future cash flows. When performing the liability adequacy test, the company discounts all
contractual cash flows and compares this amount to the carrying value of the liability at discounted rates appropriate
to the business in question. Where a shortfall is identified, an additional provision is made.

The provision estimation techniques and assumptions are periodically reviewed, with any changes in estimates
reflected in the income statement as they occur. These are described in more detail in notes 40 and 41.

Whilst the directors consider that the gross insurance contract provisions and the related reinsurance recovery are
fairly stated on the basis of the information currently available to them, the ultimate liability will vary as a result of
subsequent information and events and may result in significant adjustments to the amount provided.

The company applies shadow accounting in relation to certain insurance contract provisions where the measurement
of the liability depends directly on the value of owner occupied property and the unrealised gains and losses on such
property are recognised in other comprehensive income.

Liabilities under investment contracts without a discretionary participating feature, are classified as financial liabilities
at fair value through profit or loss.

For unit linked and market linked contracts, this is calculated as the account balance, which is the value of the units
allocated to the policyholder, based on the value of the assets in the underlying fund (adjusted for tax). For other
contracts, the fair value of the liability is determined by reference to the fair value of the underlying assets, and is in
accordance with the FSV method, except that negative rand reserves arising from the capitalisation of future margins
are not permitted.

The fair value of the liability is subject to the “deposit floor” such that the liability established cannot be less than the
amount repayable on demand.
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Accounting policies

The company has elected to unbundle the deposit components of products where the deposit components can be
measured reliably. The deposit components are classified as financial liabilities at fair value through profit or loss.

Acquisition costs comprise all direct and indirect costs arising from the sale of contracts.

Acquisition costs in respect of insurance contracts and investment contracts with a discretionary participating feature
are expensed as incurred. The FSV method, used to value these contracts, makes allowance in the valuation for the
charges to policyholders in respect of such acquisition costs, therefore no explicit deferred acquisition cost asset is
recognised in the statement of financial position for these contracts.

Incremental costs that are directly attributable to securing an investment management service contract are recognised
as an asset to the extent they can be identified separately and measured reliably and it is probable that they will be
recovered. Deferred acquisition costs are amortised over periods of between 5 and 10 years.

Intangible assets, which represent developed software, are measured at cost on initial recognition. Following initial
recognition, intangible assets are carried at cost less accumulated amortisation and accumulated impairment losses.

Intangible assets are amortised over their useful life of 3 years on a straight-line basis and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period, residual values
and the amortisation method are reviewed at each reporting date. Changes in expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset are accounted for by changing the
amortisation period or method, as appropriate, and treated as changes in accounting estimates.

An intangible asset arising from development expenditure on an individual project is recognised only when the
company meets the following recognition criteria: demonstration of the technical feasibility of completing the intangible
asset so that it will be available for use or sale, its intention to complete and its ability to use or sell the asset, how the
asset will generate future economic benefits, the availability of resources to complete and the ability to measure
reliably the expenditure during the development. The carrying value of capitalised development costs is reviewed for
impairment annually when the asset is not available for use or more frequently when an indication of impairment
arises during the reporting year.

Subsequent expenditure on capitalised intangible assets is capitalised only when it meets the criteria listed above.

Research costs are expensed as incurred.

Real estate held to earn rentals or for capital appreciation or both, is classified as investment property. It does not
include owner-occupied property.

Investment properties are stated at fair value. Internal professional valuers perform valuations annually. For practical
reasons, valuations are carried out on a cyclical basis over a twelve-month period due to the large number of
properties involved. External valuations are obtained on such a basis as to ensure that substantially all properties are
valued externally once every three years on a cyclical basis. In the event of a material change in market conditions
between the valuation date and reporting date an internal valuation is performed and adjustments made to reflect any
material changes in value.
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Accounting policies

The valuation methodology adopted is dependent upon the nature of the property. Income generating assets are
valued using discounted cash flows. Land holdings and residential flats are valued according to sales of comparable
properties. Near vacant properties are valued at land value less the estimated cost of demolition. Property
developments are valued in a similar manner to income generating assets except where information about future net
income cannot be determined with sufficient confidence, in which case fair value will be estimated with reference to
the value of the land and the cost of construction to date.

Land is valued according to the existing zoning and town planning scheme at the date of valuation, with exceptions
made by the valuer for reasonable potential of a successful rezoning.

Surpluses and deficits arising from changes in fair value and rental income are reflected as investment income in the
income statement.

For properties reclassified during the year from property and equipment to investment property, any revaluation gain
arising is initially recognised in the income statement to the extent of previously charged impairment losses. Any
residual excess is taken to the revaluation reserve. Revaluation deficits are recognised in the revaluation reserve to
the extent of previously recognised gains and any residual deficit is accounted for in the income statement.

Investment properties that are reclassified to owner-occupied property are revalued at the date of transfer, with any
difference recognised in the income statement.

Owner-occupied property is stated at revalued amounts, being fair value at the date of revaluation less subsequent
accumulated depreciation and accumulated impairment losses.

Equipment, principally computer equipment, motor vehicles, fixtures and furniture, are stated at cost less accumulated
depreciation and accumulated impairment losses.

Subsequent expenditure is capitalised when it is measurable and will result in probable future economic benefits.
Expenditure incurred to replace a separate component of an item of owner-occupied property or equipment is
capitalised to the cost of the item and the component replaced is derecognised. All other expenditure is recognised in
the income statement as an expense when incurred.

Owner-occupied property is stated at fair value. Internal professional valuers perform valuations annually. For
practical reasons, valuations are carried out on a cyclical basis over a twelve-month period due to the large number of
properties involved. External valuations are obtained on such a basis as to ensure that substantially all properties are
externally valued once every three years on a cyclical basis. In the event of a material change in market conditions
between the valuation date and reporting date, a valuation is performed and adjustments made to reflect any material
changes in value.

When an individual owner-occupied property is revalued, any increase or decrease in its carrying amount (as a result
of the revaluation) is taken to other comprehensive income and presented in a revaluation reserve in equity, except to
the extent it represents an increase that reverses a revaluation decrease previously recognised in the income
statement, or a decrease that exceeds the revaluation surplus, then recognised in income statement.

On derecognition of owner-occupied property or an item of equipment, any gain or loss on disposal, determined as the
difference between the net disposal proceeds and the carrying amount of the asset, is included in the income
statement in the period of derecognition. In the case of owner-occupied property, any surplus in the revaluation
reserve in respect of the individual property is transferred directly to retained earnings.
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Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of items of
owner-occupied property and equipment.

In the case of owner-occupied property, on revaluation any accumulated depreciation at the date of the revaluation is
eliminated against the gross carrying amount of the property concerned and the net amount restated to the revalued
amount. Subsequent depreciation charges are adjusted based on the revalued amount for each property. Any
difference between the depreciation charge on the revalued amount and that which would have been charged under
historic cost is transferred net of any related deferred tax, from the revaluation reserve to retained earnings as the
property is utilised.

Land is not depreciated.

Owner-occupied property is currently depreciated over a period of 50 years using the straight-line method. Equipment
is currently depreciated over a period between 2 to 5 years using the straight-line method. Residual values,
depreciation methods and useful lives are reassessed at each financial year-end.

Income tax charge for the year comprises current and deferred tax. Included within the tax charge are charges relating
to normal income tax, taxes payable on behalf of policyholders and capital gains tax. Income tax is recognised in the
income statement except to the extent that it relates to items recognised directly in other comprehensive income or
equity, in which case it is recognised in other comprehensive income or equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet method based on temporary differences. Temporary differences are
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax base.
The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities using tax rates enacted or substantively enacted at the reporting date. Deferred tax is
charged to the income statement except to the extent that it relates to a transaction that is recognised directly in other
comprehensive income or equity. The effect on deferred tax of any changes in tax rates is recognised in the income
statement, except to the extent that it relates to items previously charged or credited directly to other comprehensive
income or equity.

Deferred tax is not recognised on temporary differences that arise from temporary differences associated with
investments in subsidiaries, associates and joint ventures where the timing of the reversal of the temporary
differences can be controlled by the company and it is probable that the temporary differences will not reverse in the
foreseeable future.

A deferred tax asset is recognised to the extent that it is probable that future taxable income will be available, against
which the unutilised tax losses and deductible temporary differences can be used. Deferred tax assets are reduced to
the extent that it is no longer probable that the related tax benefits will be realised.
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Reinsurance contracts comprise contracts with reinsurers under which the company is compensated for losses on one
or more contracts which are classified as insurance contracts. Reinsurance on contracts that do not meet this
classification are classified as financial assets.

Reinsurance assets principally include the reinsurers' share of liabilities in respect of contracts with policyholders.
Amounts recoverable under reinsurance contracts are recognised in a manner consistent with the reinsured risks and
in accordance with the terms of the reinsurance contract. Reinsurance is presented in the statement of financial
position on a gross basis.

Reinsurance assets are assessed for impairment at each reporting date. An asset is deemed impaired if there is
objective evidence, as a result of an event that occurred after its initial recognition, that the company may not recover
all amounts due, and that the event has a reliably measurable impact on the amounts that the company will receive
from the reinsurer.

Outward reinsurance premiums are recognised when due for payment.

Financial instruments comprise investments and securities, loans and advances, including amounts due by/to group
companies, derivative instruments, cash and cash equivalents and investment contract liabilities, other than those with
discretionary participating features and borrowed funds.

Financial instruments are recognised when, and only when, the company becomes a party to the contractual
provisions of the particular instrument.

The company de-recognises a financial asset when and only when:

. The contractual rights to the cash flows arising from the financial asset have expired or been forfeited by the
company; or

. It transfers the financial asset including substantially all the risks and rewards of ownership of the asset; or

. It transfers the financial asset, neither retaining nor transferring substantially all the risks and rewards of
ownership of the asset, but no longer retains control of the asset.

A financial liability is de-recognised when, and only when, the liability is extinguished, that is, when the obligation
specified in the contract is discharged, cancelled or has expired.

All purchases and sales of financial assets are recognised at trade date, which is the date that the company commits
to purchase or sell the asset.

The fair values of quoted financial assets are based on quoted prices. If the market for a financial asset is not active,
the company establishes fair value using valuation techniques that refer as far as possible to observable market data.
These include the use of recent arm's-length transactions, reference to other instruments that are substantially the
same, discounted cash flow analysis and option pricing models.

To the extent that the fair values of unlisted equity instruments cannot be measured reliably, cost may be an
appropriate estimate of fair value.

Financial instruments are categorised as financial assets and financial liabilities at fair value through profit or loss and
financial assets and financial liabilities at amortised cost. An analysis of the company's statement of financial position,
showing the categorisation of financial instruments is set out in note 4.
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Financial assets at fair value through profit or loss comprise those financial assets where the company's business
model is to manage the assets on a fair value basis in accordance with a documented risk management and/or
investment strategy and those that the company has elected to designate as at fair value through profit or loss in order
to eliminate or significantly reduce a measurement or recognition inconsistency that would otherwise arise when using
a different measurement basis. This measurement election is typically utilised in respect of financial assets held to
support liabilities in respect of contracts with policyholders.

Financial assets at fair value through profit or loss are initially recognised at fair value excluding transaction costs
directly attributable to their acquisition which are recognised immediately in the income statement. After initial
recognition, financial assets at fair value through profit or loss are measured at fair value with resulting fair value gain
or loss adjustments being recognised directly in the income statement.

All related fair value gains and losses are included in investment income. Interest earned whilst holding financial
assets at fair value through profit or loss is included in investment income. Dividends received are included in
investment income.

Financial assets at amortised cost are initially recognised at fair value. Subsequent to initial measurement, such
assets are measured using the effective interest method less any impairment losses. Interest received is recognised
as part of investment income. All financial assets at amortised cost are recognised when cash is advanced to
borrowers.

Derivative instruments, including options, futures, forwards and swaps are used to economically hedge against market
and currency movements in the values of assets and liabilities.

Listed derivatives are stated at quoted prices. Unlisted derivative instruments are valued using standard market
valuation techniques.

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than 90 days
maturity from the date of acquisition, including cash and balances with banks but excluding cash and cash equivalent
instruments held for investing purposes. It excludes cash balances held in policyholder investment portfolios. Cash
balances include cash collateral held.

Financial liabilities (other than investment contracts) are initially recognised at fair value less directly attributable
transaction costs.

After initial recognition, financial liabilities are measured at amortised cost using the effective interest method.

Gains and losses are recognised in the income statement when the liabilities are derecognised as well as through the
amortisation process.

Interest income and expense is recognised in the income statement using the effective interest method taking into
account the expected timing and amount of cash flows. Interest income and expense includes the amortisation of any
discount or premium or other differences between the initial carrying amount of an interest-bearing instrument and its
amount at maturity calculated on an effective interest method.

Dividend income is recognised in full on the ex-dividend date as investment income.
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Dividends from certain redeemable preference shares are recognised as income on a time proportion basis, taking
account of the principal outstanding and the effective rate over the period to maturity, when it is probable such income
will accrue to the company.

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position
only when there is a current legally enforceable right to set off and there is intention to settle on a net basis, or to
realise the asset and settle the liability simultaneously.

Income and expense items are offset only to the extent that their related instruments have been offset in the statement
of financial position.

The equities or bonds on loan under securities lending arrangements, and not the collateral security, are reflected in
the statement of financial position of the company. Scrip lending fees received are included under fee income. The
company continues to recognise the related income on the equities and bonds on loan.

The company assesses at each reporting date whether there is any objective evidence that a financial asset or group
of financial assets, excluding financial assets at fair value through profit or loss, is impaired.

If there is objective evidence that an impairment loss on loans or receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows (excluding credit losses that have not been incurred) discounted at the financial
asset's original effective interest rate. The carrying amount of the asset is reduced either directly or through use of an
allowance account. The impairment loss is recognised in profit or loss.

The company first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of financial assets with similar credit risk characteristics and that
group is collectively assessed for impairment. Assets that are individually assessed for impairment and for which an
impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in profit or loss, to the extent that the carrying value of the
asset does not exceed its amortised cost at the reversal date.
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Foreign currency transactions are measured using South African Rands, the company's functional currency, on initial
recognition by applying the spot exchange rate between the functional currency and the foreign currency at the date of
the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated into the relevant functional currency at
rates of exchange ruling at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are translated into the functional currency at foreign exchange rates ruling at the dates the
fair values were determined. Non-monetary assets and liabilities denominated in foreign currencies that are stated at
historical cost are converted into the functional currency at the rate of exchange ruling at the date of the initial
recognition of the asset and liability and are not subsequently translated.

Exchange gains and losses on the translation and settlement of foreign currency assets and liabilities are recognised
as investment income in the income statement. Exchange differences for non-monetary items are recognised in other
comprehensive income when the changes in the fair value of the non-monetary item are recognised in other
comprehensive income, and in the income statement if the changes in fair value of the non-monetary item are
recognised in the income statement. Exchange gains and losses on monetary available for sale instruments are
recognised in the income statement.

The assets and liabilities held by foreign branches to support liabilities in respect of contracts with policyholders are
translated using the year-end exchange rates, and their income and expenses using average rates which
approximates the exchange rate at the transaction date. Foreign currency differences are recognised directly in other
comprehensive income accumulated in foreign currency translation reserve in equity. When a foreign operation is
disposed of, in part or in full, the relevant amount in the foreign currency translation reserve is transferred to profit or
loss.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. An accrual is recognised for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the company has a present legal or constructive obligation to pay this amount as a result of past
service provided by employees and the obligation can be estimated reliably.

Contributions in respect of defined contribution retirement plans are recognised as an expense in the income
statement as incurred.

In respect of the company’s defined benefit retirement plan, the projected unit credit method is used to determine the
present value of the defined benefit obligations and the related current service cost, and where applicable, past
service cost.

The current service cost is recognised as an expense.

Past service costs arising from plan amendments or curtailment are recognised in profit or loss at the earlier of when
the amendment occurs or when the related restructuring or termination costs are recognised.

The defined benefit liability is the aggregate of the present value of the defined benefit obligation and the fair value of
plan assets out of which the obligations are to be settled directly. If such aggregate is negative, the asset is limited to
the net total of the present value of any economic benefits available in the form of refunds from the plan or reductions
in the future contributions to the plan.
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Remeasurement of the net defined benefit liability, which comprise actuarial gains and losses, the return on plan
assets (excluding interest) and the effect of the asset ceiling, are recognised immediately as other income.

The company makes provision for post-retirement medical, disability and housing benefits for eligible employees. Non-
pension post-retirement benefits are accounted for according to their nature, either as defined contribution or defined
benefit plans.

The company's net obligation in respect of long-term employee benefits is the amount of future benefit that employees
have earned in return for their service in the current and prior periods. That benefit is discounted to determine its
present value. Remeasurements are recognised in profit or loss in the period in which they arise.

Provisions are recognised when the company has a present legal or constructive obligation as a result of past events,
for which it is probable that an outflow of economic benefits will occur, and where a reliable estimate can be made of
the amount of the obligation. Where the company expects some or all of a provision to be reimbursed, for example
under the company's insurance arrangements, the reimbursement is recognised as a separate asset but only when
the reimbursement is virtually certain. The expense relating to any provision is presented in the income statement net
of any reimbursement. If the effect of discounting is material, provisions are discounted. The discount rate used is a
pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks
specific to the liability.

Future operating costs or losses are not provided for.

The services received in cash-settled share-based payment transactions with employees and the liability to pay for
those services, are recognised at fair value as the employee renders services. Until the liability is settled, the fair
value of the liability is re-measured at each reporting date and at the date of settlement, with any changes in fair value
recognised in profit or loss for the period.

The fair value of the liability is measured at the fair value of the awards or options, by applying standard option pricing
models, taking into account terms and conditions on which the share awards or options were granted, and the extent
to which the employees have rendered services to date.

The services received from Black Business Partners, unions and distributors in terms of the Old Mutual Black
Economic Empowerment transaction entered into in 2005 are equity-settled and are measured at the fair value of the
equity instruments granted. The fair value of those equity instruments was measured at grant date and is not
subsequently re-measured.

The equity instruments vested immediately and are not subject to any service conditions before the participants
become unconditionally entitled to those instruments. As a result, the goods and services received including BEE
equity ownership credentials are recognised in full on grant date in profit or loss for the period, with a corresponding
increase in equity.
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The company’s segmental results are presented for two reporting segments, Retail and Corporate with the balance of
the company's financial results reflected as attributable to shareholders. This is consistent with the way that
management and the board of directors considers information when making decisions and is the basis on which
resources are allocated and performance assessed by management and the board of directors. The reporting
segments are described as follows:

. The Retail segment offers a wide range of wealth creation and protection products to individual customers. They
constitute a combination of Old Mutual’s life and savings, unit trusts, healthcare and group schemes products.

o The Corporate segment serves the corporate market comprising groups of individuals such as companies,
medical aid and retirement funds, unions and public sector bodies. The segment provides clients with a set of
investment, savings, risk management and administration products, and services.

The products from both segments are sold in South Africa and there is no specific geographical concentration.

Segment revenue is revenue that is directly attributable to a segment and the relevant portion of the company's
revenue that can be allocated on a reasonable basis. Segment expense is expense resulting from the operating
activities of a segment that is directly attributable to the segment and the relevant portion of an expense that can be
allocated on a reasonable basis to a segment. Segment assets are those operating assets that are employed by a
segment in its operating activities and that are either directly attributable to the segment or can be allocated to the
segment on a reasonable basis. Segment liabilities are those operating liabilities that result from operating activities of
a segment.

The information reflected in note 3 reflects the measures of profit or loss, assets and liabilities for each segment as
regularly provided to management and the board of directors. There are no differences between the measurement of
the assets and liabilities reflected in the primary financial statements and that reported for the segments.

Assets, liabilities, revenues or expenses that are not directly attributable to a particular segment are allocated between
segments where there is a reasonable basis for doing so. The company accounts for inter-segment revenues and
transfers as if the transactions were with third parties at current market prices. Given the nature of the operations,
there are no major customers within any of the segments.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made and rentals received under operating leases are recognised in the income
statement on a straight-line basis over the period of the lease.

The carrying amounts of the company's assets, other than financial assets and deferred tax assets and investment
property, 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.

The recoverable amount is the greater of the fair value less costs to sell 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 assessment of the time value of money and the risks specific to the asset. For an asset that does not generate
largely independent cash flows, the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognised whenever the carrying amount of the asset exceeds its recoverable amount.
Impairment losses are recognised in the income statement. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. The increased carrying amount of an asset attributable to
a reversal of an impairment loss will not exceed the carrying amount that would have been determined (net of
amortisation or depreciation) had no impairment loss been recognised for the asset in prior years.

Dividend distributions to the company's shareholder are recognised in the period in which the dividend distribution is
authorised and approved by the company's shareholder.
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Borrowing costs are recognised as an expense in the period in which they are incurred.

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

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

Critical accounting estimates are those which involve the most complex or subjective judgements or assessments.
The areas of the company’s business that typically require such estimates are life insurance contract liabilities,
determination of the fair value for financial assets and liabilities, provisions, impairment charges, deferred acquisition
costs, share-based payment liabilities and tax provisions.

Insurance contract accounting is discussed in note 1.3 above, and further detail of the methodology used in
determining insurance contract liabilities is included in note 41. Accounting for deferred acquisition cost assets is
discussed in note 1.3.

The fair values of financial assets and liabilities are classified and accounted for in accordance with the policies set
out in section 1.3 and 1.9 above. They are valued on the basis of quoted market prices in so far as this is possible. If
prices are not readily determinable, fair value is based either on internal valuation models or management estimates
of amounts that could be realised under current market conditions. Fair values of certain financial instruments
including derivative instruments together with fair values of share-based payment liabilities are determined using
pricing models that consider, among other factors, contractual and market prices, correlations, yield curves, credit
spreads, and volatility factors.

The nature and the key assumptions made in determining provisions are disclosed in note 30. The assumptions
applied in valuing share-based payment liabilities are disclosed in note 29.

Financial assets are subject to regular impairment reviews as required. Impairments are measured as the difference
between the cost (or amortised cost) of a particular asset and the current fair value or recoverable amount.
Impairments are recorded in the income statement in the period in which they occur. The company’s policy in relation
to investment securities and loans and receivables is described in note 1.9 above.

The company in the ordinary course of business enters into transactions that expose the group to tax, legal and
business risks. Provisions are made for known liabilities that are expected to materialise. Possible obligations and
known liabilities where no reliable estimate can be made or it is considered improbable that an outflow would result
are reported as contingent liabilities.

Historically, a number of group companies entered into structured transactions with third parties using their tax bases.
This may expose the company to tax risk.

Ordinary and preference share capital are classified as equity if they are non-redeemable by the holder, and if
dividends are discretionary. Coupon payments on preference share equity instruments are recognised as distributions
within equity.
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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. Any impairment loss on a disposal group is allocated first to goodwill, and then to the remaining assets
and liabilities on a pro rata basis, except that no loss is allocated to financial assets, deferred tax assets, employee
benefit assets or investment property, which continue to be measured in accordance with the company's other
accounting policies. Impairment losses on initial classification as held-for-sale or held-for-distribution and subsequent
gains and losses on remeasurement are recognised in profit or loss.

Once classified as held-for-sale, intangible assets and property and equipment are no longer amortised or
depreciated, and any equity-accounted investee is no longer equity accounted.
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The following new standards and interpretations will have a significant impact on these financial statements in future
reporting periods.

° Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation
(effective 1 January 2016) - The amendments to IAS 16 Property, Plant and Equipment explicitly state that
revenue-based methods of depreciation cannot be used for property, plant and equipment.

The amendments to IAS 38 Intangible Assets introduce a rebuttable presumption that the use of revenue-based
amortisation methods for intangible assets is inappropriate. The presumption can be overcome only when
revenue and the consumption of the economic benefits of the intangible asset are ‘highly correlated’, or when the
intangible asset is expressed as a measure of revenue.

The company does not hold any equipment or intangible assets amortised on a revenue basis and therefore the
amendments are not expected to have a significant impact on the company.

The amendments apply prospectively for annual periods beginning on or after 1 January 2016 and early adoption
is permitted.

. Amendments to IAS 19: Employee benefits (effective 1 July 2014) - The amendments are relevant only to
defined plans (post-employment plans or other long-term employee defined benefit plans) that involve
contributions from employees of third parties meeting certain criteria. The amendments to IAS 19 introduce a
relief that will reduce the complexity and burden of accounting for certain contributions from employees or third
parties.

When contributions are eligible for the practical expedient, a company is permitted (but not required) to recognise
them as a reduction of the service cost in the period in which the related service is rendered.

The amendments apply prospectively for annual periods beginning on or after 1 July 2014 and is not expected to
have a significant impact.

o IFRS 9 Financial Instruments (effective 1 January 2018) - IFRS 9 contains three principal classification
categories for financial assets: measured at amortised cost, fair value through other comprehensive income
(FVOCI) and fair value through profit or loss (FVTPL). The existing IAS 39 categories of held-to-maturity, loans
and receivables and available-for-sale are removed. The company had previously adopted these new IFRS 9
classification criteria when it adopted the 2009 version of IFRS 9.

IFRS 9 retains almost all of the existing requirements from IAS 39 for financial liabilities. However any gain or
loss on a financial liability designated at FVTPL attributable to changes in own credit risk is generally presented
in other comprehensive income with remaining change in fair value presented in profit or loss.

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ approach for debt instruments
measured at amortised cost or FVOCI.

IFRS 9 will align hedge accounting more closely with risk management of an entity. In terms of IFRS 9 additional
exposures may be hedged items.

The residual IFRS 9 requirements (other than the financial assets classification) will be adopted for the first time
for the year ending 31 December 2018. The impact on the financial statements has not yet been estimated.

o IFRS 15 Revenue from Contracts with Customers (effective 1 January 2017) - In terms of IFRS 15, entities will
apply a five-step model to determine when to recognise revenue, and at what amount. The model specifies that
revenue should be recognised when (or as) an entity transfers control of goods or services to customers at the
amount to which the entity expects to be entitled to. IFRS 15 provides guidance on when to capitalise costs of
obtaining or fulfilling a contract that are not addressed in other standards.

IFRS 15 will be adopted for the first time for the year ending 31 December 2017. The impact on the financial
statements has not yet been estimated.
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Annual Improvements to IFRSs 2010-2012 Cycle (effective annual periods beginning on or after 1 July 2014) - The
following clarifications were finalised for certain standards:

IFRS 2 Share-based Payment - IFRS 2 has been amended to clarify the definition of 'vesting condition' by
separately defining 'performance condition' and 'service condition'.

IFRS 3 Business Combinations - IFRS 3 has been amended to clarify the classification and measurement of
contingent consideration in a business combination.

IFRS 8 Operating Segments - IFRS 8 has been amended to explicitly require the disclosure of judgements made
by management in applying the aggregation criteria.

IFRS 13 Fair Value Measurement - The IASB has clarified that, in issuing IFRS 13 and making consequential
amendments to IAS 39 and IFRS 9, it did not intend to prevent entities from measuring short-term receivables
and payables that have no stated interest rate at their invoiced amounts without discounting, if the effect of
discounting is immaterial.

IAS 24 Related Party Disclosures - The definition of a 'related party' is extended to include a management entity
that provides key management personnel services to the reporting entity, either directly or through a group entity.

Annual Improvements to IFRSs 2011-2013 Cycle (effective annual periods beginning on or after 1 July 2014) - The
following clarifications were finalised for certain standards:

IFRS 3 Business Combination - IFRS 3 has been amended to clarify that the standard does not apply to the
accounting for the formation of all types of joint arrangements in IFRS 11 Joint Arrangements - i.e. including joint
operations - in the financial statements of the joint arrangements themselves.

IFRS 13 Fair Value Measurement - The scope of the IFRS 13 portfolio exception - whereby entities are exempted
from measuring the fair value of a group of financial assets and financial liabilities with offsetting risk positions on
a net basis if certain conditions are met - has been aligned with the scope of IAS 39 and IFRS 9.

IAS 40 Investment Property - IAS 40 has been amended to clarify that an entity should assess whether an
acquired property is an investment property under IAS 40 and perform a separate assessment under IFRS 3 to
determine whether the acquisition of the investment property constitutes a business combination.
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3. Segment information

Income statement

Segment revenue
Gross earned premiums
Qutward reinsurance

Net earned premiums

Investment income (net of investment losses)
Fee and commission income

Other income

Segment expenses
Claims and benefits
Reinsurance recoveries

Net claims and benefits incurred (including change in
insurance contract provisions)

Change in investment contract liabilities

Commission and other acquisition costs

Operating and administration expenses

Segment result

Shareholder income

Investment income

Other income

Shareholder expenses

Finance costs

Operating and administration expenses

Profit before tax
Income tax expense

Profit after tax for the financial year

Statement of financial position

Segment assets
Shareholder assets

Total assets

Insurance contract liabilities

Investment contracts with discretionary participation
features

Investment contracts

Other liabilities

Segment liabilities
Shareholder liabilities

Total liabilities
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2013
Rm
Retail Corporate Total

Segment revenue
Gross earned premiums 19 087 15507 34 594
Outward reinsurance (815) (85) (900)
Net earned premiums 18 272 15 422 33 694
Investment income (net of investment losses 38 679 27 260 65 939
Fee and commission income 3655 375 4 030
Other income 154 - 154
Segment expenses
Claims and benefits (26 818) (34 462) (61 280)
Reinsurance recoveries 918 134 1052
Net claims and benefits incurred (including change in (25 900) (34 328) (60 228)
insurance contract provisions)
Change in investment contract liabilities (21 116) (5628) (26 744)
Commission and other acquisition costs (3 125) (46) (3171)
Operating and administration expenses (6 713) (1701) (8414)
Segment result 3906 1354 5260
Shareholder income
Investment income 5071
Other income 46
Shareholder expenses
Finance costs (974)
Operating and administration expenses (846)
Profit before tax 8 557
Income tax expense (3 965)
Profit after tax for the financial year 4 592
Segment assets 283 127 190 504 473 631
Shareholder assets 67 563
Total assets 541 194
Insurance contract liabilities (100 306) (55 783) (156 089)
Investment contracts with discretionary participation (19 560) (93 967) (113 527)
features
Investment contract liabilities (151 134) (39 094) (190 228)
Other liabilities (12127) (1 660) (13 787)
Segment liabilities (283 127) (190 504) (473 631)
Shareholder liabilities (28 152)
Total liabilities (501 783)
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4. Financial assets and liabilities

The company is exposed to financial risk through its financial assets (investments and loans), financial liabilities
(investment contracts and borrowings), reinsurance assets and insurance liabilities. The key focus of financial risk
management for the company is ensuring that the proceeds from its financial assets are sufficient to fund the
obligations arising from its insurance operations. The most important components of financial risk are credit risk,
market risk (arising from changes in equity, and bond prices, interest and foreign exchange rates), and liquidity risk.
Market risk arises from open positions in interest rate, currency and equity products, all of which are exposed to
general and specific market movements and/or conditions.

Categories of financial instruments

The analysis of assets and liabilities into their accounting categories is set out in the following table. For
completeness, assets or liabilities of a non-financial nature are reflected in the other assets and liabilities category.

Assets

Intangible assets

Investment property

Property and equipment
Deferred tax assets
Reinsurance contracts

Post employment benefits
Deferred acquisition costs
Loans and advances
Investments and securities
Derivative assets

Amounts due by group companies
Other assets

Cash and cash equivalents
Non-current assets held-for-sale
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Assets

Intangible assets
Investment property
Property and equipm