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African Reinsurance Corporation (South Africa) Limited

CHAIRMAN AND EXECUTIVE MANAGEMENT STATEMENT
for the year ended 31 December 2007

During the year ended 31 December 2007, markets were characterised by a highly competitive trading environment, a gradual decline in the
underwriting cycle since it’s peak in 2004 and 2005, an increase in the frequency and severity of large industrial fires and a continued deterioration of
the motor account as a result of declining driving standards, deteriorating road conditions and an increase in the cost of claims.

Adverse weather conditions also negatively affected insurer’s results with severe storms being experienced almost throughout the year in Gauteng,
Kwa Zulu Natal, Western Cape and along the Garden route.

The International market continued to show interest in the South African market resulting in increased pressure on local reinsurers to retain business
in the domestic market.

Despite these challenges, African Reinsurance Corporation (South Africa) Limited (“Africa Re (SA)” or “the Company”) completed its fourth year
of operations posting another positive result for the year ended 31 December 2007.

Gross written premiums for the year under review was R1,067.4 million compared to R747.4 million recorded in 2006. This represents a 42.8%
increase over the premiums recorded in the previous year. The growth in written premiums was recorded in non-life business as no premiums were
written in respect of life business in 2007 following the company’s decision in 2006 to stop writing life business.

The company recorded an underwriting loss of R9.1 million for the year under review compared to an underwriting profit of R0.4 million reported in
2006. The underwriting loss recorded during the year under review was mainly due to higher incurred claims and increase in management expenses.
Management expenses for the year under review were R23.9 million compared to R15.9 million in 2006.

Net investment income for the year under review was R45.3 million compared to R39.9 million recorded in 2006 representing an increase of 13.5%.
The good investment income performance for the year under review was mainly due to increased cash flows and higher interest rates realised on
term deposits during the year compared to the rates realised in 2006. This mainly resulted from the 4% cumulative increase in the repo interest rate
by the Reserve Bank since June last year. Equity investments also continued to perform well in 2007 but the performance was not as strong as that
recorded in 2006.

Profit before tax for the period under review was R36.2 million compared to R40.3 million recorded in 2006. Accrued income tax expense charged
to the income statement for the period was R7.9 million (2006: R11.2 million) resulting in an after tax profit of R28.3 million compared to R29.1
million in 2006.

The South African economy continues to perform well under difficult circumstances growing by more than 5.7% during the course of the year under
review and it is expected that this growth will slow down during the course of 2008. Having said that, management are confident that there will be
ample opportunities to grow a profitable book of business and will continue to underwrite prudently thus developing long term partnerships with our
client base producing profits for both cedant and shareholder alike.

Our sincere thanks go to all of our valued partners, cedants and intermediaries who have continued to show confidence in Africa Re (SA) and the
Corporation as a whole.




Annual Report

CHAIRMAN AND EXECUTIVE MANAGEMENT STATEMENT
for the year ended 31 December 2007 (continued)

Our thanks also go to our fellow Directors who continue to assist with the development of the South African subsidiary.

There were no changes to the Board of Directors who met three times during the course of the financial year ended 31 December 2007. These
meetings were attended by all the directors as detailed below:

B K Kamara (Chairman)

G Musa (Non-executive Director)

A F W Peters (Non-executive Director)
P D Ray (Managing Director)

The Audit Committee under the Chairmanship of A F W Peters met three times during the financial year.

Also in attendance at these meetings were Messrs. Musa (Director/Member), P D Ray, D N De Vos and G Waweru of Africa Re (SA) Limited together
with both the Internal and External Auditors.

In the field of Corporate Social Investment, Africa Re (SA) continues to set aside funds for the promotion of the development of education and
training through the Turning Point Home and the Liberty Life Investment Challenge and we continue to seek out worthy individuals and causes and
pledge ongoing support to these initiatives.

Our employees continue to be our most important asset and we believe that each and every member has contributed towards the success in the
development of Africa Re (SA). We continue to develop an environment where each employee is able to reach their potential and to share in the

success of our business.

In this regard, Africa Re (SA) will continue to strive to attract and retain the very best people focussing on appropriate rewards and incentives whilst
allowing staff to create a balance between both personal and professional capabilities.

To all our staff who continue to give their best proving commitment to the Company, we wish to extend sincere thanks for all their valued efforts.
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