
Directors’ report

Nature of business
The Company conducts all classes of short-term insurance business in the Republic of South Africa, and through its subsidiaries
in Botswana and Zimbabwe. Details of investments in subsidiaries and associated companies are set out on pages 124 and 125.

Operations in 2008
The Group posted a net profit for the year. This is a most satisfactory result considering the worldwide economic recession and
its severe impact on financial markets and on the consumer in South Africa. The insurance operations recorded a small
underwriting loss for the year, but this was offset by strong investment returns on our bonds and cash portfolios.

The insurance industry remains extremely competitive, more particularly following pressure on consumers arising from high
interest rates, inflation and credit and liquidity concerns. In spite of this, the Company achieved excellent growth in premium
revenue of 21% (2007: 12.5%), resulting from specific and targeted growth initiatives.

The Company insurance result was negatively impacted by an underwriting loss in the motor account in spite of corrective
action taken which included premium increases of more than 20% in certain personal lines. The loss arises from an increase in
the frequency and severity of motor claims, the frequency impacted by an ongoing high rate of motor vehicle accidents and
crime-related losses and the severity by repair costs escalating well in excess of inflation. Corrective action taken in 2009
includes the implementation of actuarial rating which will improve risk selection and pricing. This, combined with an increased
focus on portfolio management in the personal lines segment, is expected to improve the underwriting result in 2009.

The property account returned a small underwriting profit but the result was disappointing and follows an increase in the
frequency and intensity of unseasonal storms, particularly in the first half of the year. Ongoing attention to risk selection and
adequate rating is expected to improve this result in 2009.

The expense ratio deteriorated slightly from 2007 to 2008 but this was mainly due to a non-recurring pension benefit surplus
in 2007, and expenses continue to be well managed.

Investment income was most satisfactory. Although the Group accounted for a diminution in the value of the equity portfolio as
well as the impairment of certain equities in line with the market, the impact on the overall portfolio was subdued as a result of
the conservative investment strategy, whereby overall exposure to equities is limited to benchmarks set by the Board. As expected,
the Group saw an increase in investment returns on the bonds and cash portfolios.

The balance sheet and cash flows of the Group remained strong and even though the net asset value declined, mainly due to the
significant drop in the price of listed equities, the solvency ratio at 44.2% remained within the range targeted by the Group.

The effective tax rate decreased from 30.9% to 21.3% and was mainly due to a larger component of non-taxable income.

Dividend
The Directors have declared a final dividend of 140 cents per share (2007: 440 cents), bringing the total cash dividend for 2008
to 400 cents per share (2007: 700 cents).

Directors and management
DM Burton and CN Zungu resigned from the Board on 21 May 2008. There were no new Board appointments in the period
under review. At year-end the Board comprised: NV Beyers; MN Mbekeni; JPG de Rauville; SG Morris; DS Phiri; JPM Deiss;
DD Mokgatle and CJ Cron. Full details of the Directors and Executive Management are set out on pages 22 to 24.
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Independent auditor’s report
to the members of Zurich Insurance Company South Africa Limited

We have audited the Group annual financial statements and annual financial statements of Zurich Insurance Company South
Africa Limited, which comprise the consolidated and separate balance sheets as at 31 December 2008, and the consolidated
and separate income statements, the consolidated and separate statements of changes in equity and consolidated and separate
cash flow statements for the year then ended, and a summary of significant accounting policies and other explanatory notes,
and the directors’ report, as set out on pages 37 to 123.

Directors’ responsibility for the financial statements
The Company’s Directors are responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards and in the manner required by the Companies Act of South Africa. This
responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility
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 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 auditor’s 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.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the consolidated and separate financial position of
Zurich Insurance Company South Africa Limited as at 31 December 2008, and its consolidated and separate financial performance
and its consolidated and separate cash flows for the year then ended in accordance with International Financial Reporting
Standards and in the manner required by the Companies Act of South Africa.

PricewaterhouseCoopers Inc.
Director: S Masuku
Registered Auditor

Sunninghill
26 May 2009
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