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Action required by Santam shareholders

This circular is important and requires your immediate attention. The action you need to take is set out
below. The definitions commencing on page 4 of this circular apply mutatis mutandis in this section.

If you are in any doubt as to what action to take, consult your CSDP, broker, banker, attorney, accountant
or other professional adviser immediately.

Voting, attendance and representation at the general meeting:

(a) If you have dematerialised your Santam shares without “own name” registration:

(i) Your CSDP/broker should contact you in the manner stipulated in the custody agreement concluded
between you and your CSDP/broker to ascertain how you wish to cast your vote at the general
meeting and thereafter to cast your vote in accordance with your instructions.

(ii) If you have not been contacted, it would be advisable for you to contact your CSDP/broker and furnish
it with your voting instructions.

(ii) If your CSDP/broker does not obtain voting instructions from you, it will be obliged to vote in
accordance with the instructions contained in the custody agreement concluded between you and
your CSDP/broker.

(iv) In accordance with the custody agreement between you and your CSDP/broker, you must advise your
CSDP/broker if you wish to attend the general meeting in person or if you wish to send a proxy to
represent you at the general meeting and your CSDP/broker will then issue the necessary letter of
representation for you or your proxy to attend the general meeting.

(v) You must NOT complete the attached form of proxy (blue).

(b) If you have not dematerialised your Santam shares or you have dematerialised your Santam shares with
“own name” registration:

(i) You may attend and vote at the general meeting in person.

(ii) Alternatively, you may appoint a proxy to represent you at the general meeting by completing the
attached form of proxy (blue) in accordance with the instructions it contains and returning it to the
registered office of Santam or the transfer secretaries in South Africa to be received by no later than
10:00 on Tuesday 27 March 2007.

Acceptance of the offers:

(a) If you have dematerialised your Santam shares with or without “own name” registration:

(i) You are required to notify your CSDP/broker of your acceptance of the offers in terms of the custody
agreement entered into with your CSDP/broker.

(ii) You must NOT complete the attached form of acceptance and surrender (yellow).

(b) If you have not dematerialised your Santam shares:

If you wish to accept the offers you are requested to surrender your certificated shares in compliance
with the provisions set out in the attached form of acceptance and surrender (yellow), to the transfer
secretaries in South Africa, to be received by no later than the closing date (being 12:00 on Friday
20 April 2007) in order to constitute a valid acceptance.

If you wish to dematerialise your Santam shares, please contact your broker. If you have disposed of
your Santam shares, this circular, together with the attached form of proxy (blue) and form of
acceptance and surrender (yellow), should be handed to the purchaser of such Santam shares or the
broker or other agent who disposed of your Santam shares on your behalf.

Shareholders are encouraged to make use of the shareholder information line

0861 119 911

(or +27 11 870-8234 if phoning from outside South Africa)

This line is available from 08:00 to 16:30.

Please Note: Computershare is unable to provide you with any financial advice. This information line is
available to assist you in understanding the contents of this document.
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Salient dates and times

2007

Circular posted to shareholders, on Wednesday 7 March

Santam shares trade ex-dividend from 09:00, on Friday 16 March

The offers open at 09:00, on Monday 26 March

Last day to lodge forms of proxy for the general meeting by 10:00, on Tuesday 27 March

General meeting to be held at 10:00, on Thursday 29 March

Results of the general meeting released on SENS, on Thursday 29 March

Results of the general meeting published in the South African and 
Namibian press, on Friday 30 March

Registration of special resolutions passed at the general meeting by 
the Registrar of Companies, on Friday 30 March*

Last day to trade in order to participate in the offers, on Friday 13 April *

Santam shares trade ex the right to participate in the offers, on Monday 16 April*

Record date on which Santam shareholders must be recorded in 
the register in order to participate in the offers, on Friday 20 April*

Last day to lodge forms of acceptance and surrender to accept 
the offers, at 12:00, on Friday 20 April *

The offers close at 12:00, on Friday 20 April *

Results of the offers released on SENS, on Monday 23 April *

Results of the offers published in the South African and Namibian press, on Monday 23 April *

Repurchase offer consideration and Sanlam offer consideration posted or 
cash electronically transferred to certificated shareholders, from Monday 23 April *

Safe custody account held with CSDP/broker credited and updated in respect 
of the repurchase offer consideration and the Sanlam offer consideration to 
dematerialised shareholders, on Monday 23 April *

* Estimated dates

Notes:

1. All times shown in the circular are South African local times.

2. The above dates and times are subject to change. Any material change will be released on SENS and published in the South African and
Namibian press.

3. Santam shares may not be dematerialised or rematerialised between the period commencing on the day after the last day to trade in
order to participate in the offers and terminating on the closing date of the offers, both days inclusive.

4. Dematerialised shareholders are required to notify their duly appointed CSDP/broker of their acceptance of the offers, in the manner and
time stipulated in the custody agreement governing the relationship between the shareholder and his/her CSDP/broker.

5. Certificated shareholders are required to complete and return the form of acceptance and surrender in accordance with the instructions
contained therein to be received by the transfer secretaries in South Africa by not later than 12:00 on the closing date.
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INTERPRETATION AND DEFINITIONS

In this circular and the annexures hereto, unless the context indicates otherwise, the words in the first
column shall have the meanings assigned to them in the second column, the singular includes the plural and
vice versa, an expression which denotes one gender includes the other genders, a natural person includes a
juristic person and vice versa, and cognate expressions shall bear corresponding meanings.

“the Act” the Companies Act, 1973 (Act 61 of 1973), as amended;

“BEE” Broad-Based Black Economic Empowerment as contemplated in the
Broad-Based Black Economic Empowerment Act, 2003 (Act 53 of
2003), as amended;

“business day” any day other than a Saturday, Sunday or an official public holiday in
South Africa or Namibia;

“certificated shares” Santam shares which have not yet been dematerialised in terms of the
requirements of STRATE;

“certificated shareholders” holders of certificated shares;

“this circular” this circular, dated 7 March 2007, including the annexures, notice of
general meeting, form of proxy and form of acceptance and surrender
attached hereto;

“closing date” the expected closing date of the offers, being at 12:00 on Friday 
20 April 2007;

“common monetary area” South Africa, the Republic of Namibia and the Kingdoms of Lesotho
and Swaziland;

“CSDP” a Central Securities Depository Participant as defined in section 1 of
the Securities Services Act;

“dematerialise” or the process whereby share certificates, certificated transfer deeds, 
“dematerialisation” balance receipts and any other documents of title to shares in tangible

form are incorporated into electronic records for the purposes of
STRATE and “dematerialised” shall have a corresponding meaning;

“dematerialised shares” Santam shares which have been converted or are held in an electronic
form as uncertificated shares and recorded in a sub-register of
shareholders maintained by a CSDP or broker in terms of the
requirements of STRATE;

“dematerialised shareholders” holders of dematerialised shares;

“documents of title” share certificates and/or certified transfer deeds or any other
documents of title in respect of Santam shares acceptable to Santam (in
the case of the repurchase offer) or Sanlam (in the case of the Sanlam
offer);

“emigrant” any emigrant from the common monetary area whose address is
outside the common monetary area;

“EPS” earnings per share;

“ex-dividend date” Friday 16 March 2007, the date from which Santam’s shares will trade
ex-dividend;

“form of proxy” the (blue) form of proxy attached to and forming part of this circular;

“form of acceptance and surrender” the (yellow) form of acceptance and surrender attached to and forming
part of this circular;

“general authority” the proposed general authority to be given to the Santam board in
terms of section 221(2) of the Act to allot and issue a maximum of 
6 000 000 preference shares until the next annual general meeting of
Santam;

“general meeting” the extraordinary general meeting of Santam shareholders to be held
at 10:00 on Thursday 29 March 2007, in the Auditorium, Santam Head
Office, 1 Sportica Crescent, Tyger Valley, Bellville to approve the
necessary resolutions to give effect to the repurchase offer, the
increase in share capital and the general authority;
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“Income Tax Act” the Income Tax Act, 1962 (Act 58 of 1962), as amended;

“increase in share capital” the proposed increase in Santam’s authorised share capital by the
creation of 12 000 000 preference shares and the amendment of the
memorandum and articles of association of Santam;

“JSE” JSE Limited (registration number 2005/022939/06), a public company
duly registered and incorporated with limited liability in accordance
with the company laws of South Africa, which is licensed as an
exchange under the Securities Services Act;

“last practicable date” Friday 23 February 2007, being the last practicable date prior to the
finalisation of this circular;

“Listings Requirements” the Listings Requirements of the JSE;

“Namibia” the Republic of Namibia;

“NAV” net asset value;

“NSX” the Namibian Stock Exchange;

“NTAV” net tangible asset value;

“the offers” collectively, the repurchase offer and the Sanlam offer;

“preference shares” the non-redeemable, non-participating, non-cumulative preference
shares with no par value which, subject to the fulfilment of the
preference shares suspensive conditions, will form part of the
authorised share capital of Santam;

“preference shares suspensive the suspensive conditions to which the increase in share capital and 
conditions” the general authority are subject, referred to in paragraph 8.4 of this

circular;

“Rand” or “R” South African Rand, the official currency of South Africa;

“register” the register of Santam shareholders (including the relevant sub-
registers of the CSDPs administering the sub-registers of Santam);

“repurchase” the repurchase by the Santam subsidiary of Santam shares from
shareholders who accept the repurchase offer, in terms of the
provisions of sections 85 to 89 (both inclusive) of the Act;

“repurchase offer” the pro rata offer in terms of which, subject to the fulfilment or waiver
(if possible) of the repurchase offer suspensive conditions, the Santam
subsidiary offers to repurchase from Santam shareholders, up to a
maximum of 10% of the issued ordinary shares of Santam at the
repurchase offer consideration;

“repurchase offer consideration” the cash consideration of R102.00 per Santam share to be paid by the
Santam subsidiary to Santam shareholders who tender shares
pursuant to the repurchase offer and whose shares are acquired in
terms of the repurchase offer;

“repurchase offer suspensive the suspensive conditions to which the repurchase offer is subject, 
conditions” referred to in paragraph 2.6 of this circular;

“resolutions” the special and ordinary resolutions to be considered at the general
meeting and, if deemed fit, approved by the requisite majority of
shareholders for purposes of implementing the repurchase offer, the
increase in share capital and the general authority;

“RMB” Rand Merchant Bank Corporate Finance, a division of FirstRand Bank
Limited (registration number 1929/001225/06), a public company duly
registered and incorporated with limited liability in accordance with
the company laws of South Africa;

“Sanlam” Sanlam Limited (registration number 1959/001562/06), a public
company duly registered and incorporated with limited liability in
accordance with the company laws of South Africa, all the issued
ordinary shares of which are listed on the JSE and the NSX;
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“Sanlam Group” Sanlam and all its subsidiaries;

“Sanlam Life” Sanlam Life Insurance Limited (registration number 1998/021121/06),
a public company duly registered and incorporated with limited
liability in accordance with the company laws of South Africa, and
registered as a long-term insurer in terms of the Long-term Insurance
Act, 1998 (Act 52 of 1998), as amended and being a wholly-owned
subsidiary of Sanlam;

“Sanlam offer” the pro rata offer by Sanlam to acquire, through its wholly owned
subsidiary Sanlam Life, all the Santam shares tendered by the Santam
shareholders in terms of the repurchase offer in excess of the Santam
subsidiary’s maximum acceptance of 10% of the issued ordinary shares
of Santam, at the Sanlam offer consideration, up to a maximum
number of Santam shares, which, when aggregated with Santam
shares already held by Sanlam in its shareholders’ funds, will not
exceed 80% of Santam’s issued ordinary shares;

“Sanlam offer consideration” the cash consideration of R102.00 per Santam share to be paid by
Sanlam in terms of the Sanlam offer, being equal to the repurchase
offer consideration;

“Sanlam offer suspensive the suspensive conditions to which the Sanlam offer is subject, 
conditions” referred to in paragraph 3.6 of this circular;

“Santam” or “the Company” Santam Limited (registration number 1918/001680/06), a public
company duly registered and incorporated with limited liability in
accordance with the company laws of South Africa, all the issued
ordinary shares of which are listed on the JSE and the NSX, and which
company is registered as a short-term insurer in terms of the Short-
term Insurance Act;

“Santam board” the board of directors of Santam at the date of this circular;

“Santam Group” Santam and all its subsidiaries;

“Santam shares” ordinary no par value shares in the issued share capital of Santam;

“Santam shareholders” or the holders of Santam shares;
“shareholders”

“Santam subsidiary” Guardian National Insurance Company Limited (registration number
1920/002086/06), a public company duly registered and incorporated
with limited liability in accordance with the company laws of South
Africa, and registered as a short-term insurer in terms of the Short-
term Insurance Act and being a wholly-owned subsidiary of Santam;

“Securities Services Act” the Securities Services Act, 2004 (Act 36 of 2004), as amended;

“SENS” the Securities Exchange News Service of the JSE;

“Short-term Insurance Act” the Short-term Insurance Act, 1998 (Act 53 of 1998), as amended;

“South Africa” the Republic of South Africa;

“South African Exchange the South African Exchange Control Regulations, 1961, as amended, 
Control Regulations” promulgated in terms of section 9 of the Currency and Exchanges Act,

1933 (Act 9 of 1933), as amended;

“STC” Secondary Tax on Companies in terms of the provisions of the Income
Tax Act;

“STRATE” STRATE Limited (registration number 1998/022242/06), a public
company duly registered and incorporated with limited liability in
accordance with the company laws of South Africa, being a registered
central securities depository in terms of the Security Services Act;

“subsidiary” has the meaning ascribed thereto in section 1(3) of the Act; and

“transfer secretaries in Computershare Investor Services 2004 (Proprietary) Limited 
South Africa” (registration number 2004/003647/07), a private company duly

registered and incorporated with limited liability in accordance with
the company laws of South Africa and being the transfer secretaries of
Santam in South Africa.
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Circular to Santam shareholders

1. INTRODUCTION

1.1 It was released on SENS on Tuesday 27 February 2007 that:

1.1.1 Santam, through the Santam subsidiary, intends to make a pro rata voluntary offer to
repurchase up to a maximum of 10% of Santam’s issued ordinary shares for a cash
consideration of R102.00 per Santam share;

1.1.2 to the extent that Santam shareholder’s acceptances of the repurchase offer exceed 10% 
of the issued ordinary shares of Santam, Sanlam intends to make an offer to acquire the
excess shares tendered at the same offer price (subject to Sanlam’s shareholder funds not
holding more than 80% of Santam’s issued ordinary shares thereafter); and

1.1.3 Santam intends to increase its share capital by the creation of non-redeemable, 
non-participating, non-cumulative preference shares with no par value, and the issue of such
preference shares subject to favourable market conditions prevailing.

1.2 The following factors serve as background to the repurchase offer and the increase in share capital,
and should be taken into account by Santam shareholders in deciding whether to dispose of their
Santam shares in terms of the offers:

1.2.1 The Santam board, having taken cognisance of the optimal solvency levels and future capital
requirements of Santam, is of the opinion that Santam’s current capital level is surplus to its
requirements and therefore deem it appropriate to lower capital levels of Santam’s South
African operations (“Santam RSA”) to approximately a 40% solvency margin (shareholders’
funds expressed as a percentage of net written premiums). Santam RSA’s required solvency
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margin in terms of the proposed Financial Condition Reporting will be at a level below the
existing regulatory requirement of 25% and significantly lower than Santam RSA’s
calculated solvency margin at 31 December 2006 of 58%.

1.2.2 Santam has embarked on a capital reorganisation programme involving inter alia a capital
reduction by way of the repurchase offer, and a capital restructuring referred to in
paragraph 1.2.3 below.

1.2.3 The Santam board is considering creating subordinated debt, non-redeemable preference
shares and other secondary capital instruments. To this end, capacity will be created for the
future issuance of the preference shares at the general meeting. The extent to which the
Santam board issues the preference shares in due course will depend, inter alia, on
amendments to tax legislation and prevailing market conditions. The secondary capital
instruments will be structured in such a way that they will qualify as capital for regulatory
solvency purposes, and will not adversely affect Santam’s current Insurer Financial Strength
rating. Further details thereof will be issued in due course.

1.2.4 Furthermore, the Santam board has resolved to enter into a BEE transaction that will involve
the sale of 10% of Santam’s issued ordinary shares after the offers have been effected, to the
following categories of BEE partners:

1.2.4.1 Santam staff;

1.2.4.2 broad based communities; and

1.2.4.3 strategic business partners.

In order to effect the proposed BEE transaction, a scheme of arrangement will be proposed
between Santam and its shareholders in terms of section 311 of the Act, in terms of which
appropriate structures housing the BEE partners’ interest will acquire 10% of each Santam
shareholder’s Santam shares at a cash consideration of R82.00 per Santam share, being a
discount of 12.7% to the volume weighted average price of R93.98 per Santam share over the
five trading days ending on the last practicable date, and a discount of 10.2% to the volume
weighted average price of R93.98 per Santam share over the five trading days ending on the
last practicable date less a dividend of R2.62 per Santam share. Further details of the
proposed BEE transaction will be outlined in a scheme document to be posted to Santam
shareholders on or about Friday 23 March 2007.

1.3 The purpose of this circular is to provide Santam shareholders with information on the terms,
conditions and the implementation mechanics of the offers, the increase in share capital and the
general authority and to convene a general meeting at which Santam shareholders will be asked to
consider and, if deemed fit, approve the resolutions required to implement the repurchase offer, the
increase in share capital and the general authority.

2. REPURCHASE OFFER

Subject to the fulfilment or waiver (if possible) of the repurchase offer suspensive conditions set out in
paragraph 2.6 below, the Santam subsidiary will repurchase Santam’s issued ordinary shares by way of
a pro rata offer to all Santam shareholders to purchase up to a maximum of 10% of Santam’s issued
ordinary shares.

2.1 Rationale

Refer to paragraphs 1.2.1 and 1.2.2 of the circular for the rationale of the repurchase offer.

2.2 Terms of the repurchase offer

Subject to the fulfilment or waiver (if possible) of the repurchase offer suspensive conditions:

2.2.1 the Santam subsidiary will purchase from Santam shareholders all Santam shares tendered
in terms of the repurchase offer up to a maximum of 10% of Santam’s issued ordinary
shares; and

2.2.2 in the event that Santam shares are tendered to the Santam subsidiary in excess of 10% of a
Santam shareholder’s shareholding in Santam, the Santam subsidiary will acquire from
such shareholder, 10% of its shareholding in Santam plus such additional number 
of Santam shares, pro rata to the excess Santam shares tendered to the Santam subsidiary,
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if the Santam board in its discretion so resolves, subject to the acquisition by the Santam
subsidiary of a maximum of 10% of the issued ordinary shares of Santam. All Santam shares
tendered and not acquired by the Santam subsidiary shall be deemed to have been offered to
Sanlam pursuant to the Sanlam offer and be subject to the provisions of the Sanlam offer
referred to in paragraph 3 below.

2.3 The repurchase offer consideration

2.3.1 The repurchase offer consideration comprises a cash consideration of R102.00 per 
Santam share. The Santam board has declared a final dividend of R2.62 per Santam share.
Santam shares will trade ex-dividend from the ex-dividend date and will trade ex the right
to participate in the offers on or about Monday 16 April 2007. Santam shareholders who hold
Santam shares at the commencement of business on the ex-dividend date and dispose of
Santam shares pursuant to the repurchase offer, will receive both a dividend of R2.62 per
Santam share and the repurchase offer consideration of R102.00 per Santam share.

2.3.2 The repurchase offer consideration represents a premium of:

2.3.2.1 8.5% to the volume weighted average price of R93.98 per Santam share over the five
trading days ending on the last practicable date; and

2.3.2.2 11.6% to the volume weighted average price of R93.98 per Santam share over the
five trading days ending on the last practicable date less a dividend of R2.62 per
Santam share.

Santam will, through its transfer secretaries, administer and effect settlement of the
repurchase offer consideration to Santam shareholders accepting the repurchase offer.

2.4 The repurchase offer period

The repurchase offer will open for acceptances from 09:00 on Monday 26 March 2007 and is
expected to close at 12:00 on Friday 20 April 2007. Any amendments to the opening and closing
dates or times of the repurchase offer will be released on SENS and published in the South African
and Namibian press.

2.5 Amendments to or variation of the repurchase offer and corporate actions

2.5.1 No amendments to, or variation of the repurchase offer will be valid unless made in writing
and signed by a duly authorised representative of Santam. Any amendment and/or variation
will be released on SENS and published in the South African and Namibian press.

2.5.2 Santam reserves the right, without prejudice to its own rights, in its sole and absolute
discretion, to condone the non-compliance by any Santam shareholder with any of the terms
of the repurchase offer.

2.5.3 If the repurchase offer is amended, varied or revised in a manner which makes it more
favourable to the Santam shareholders, the benefit of such improved repurchase offer will
automatically accrue to any person who has accepted the repurchase offer prior to the
amendment, variation or revision being made.

2.5.4 The acceptance by or on behalf of such person of the repurchase offer in its original or
previous form shall be deemed to be an acceptance of any improved repurchase offer
pursuant to any amendment, variation or revision and shall constitute an irrevocable
authority and power in rem suam to any director or duly authorised representative of
Santam to:

2.5.4.1 accept such amended, varied or revised repurchase offer on behalf of such person;

2.5.4.2 execute on behalf of and in the name of such person all such further documents (if
any) as may be required to give effect to such acceptance.

2.6 Suspensive conditions of the repurchase offer

The repurchase offer is subject to the fulfilment or waiver (if possible) of the following suspensive
conditions by no later than Thursday 31 May 2007, or such later date as Santam may determine:
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2.6.1 the special resolution (forming part of the resolutions) authorising the purchase by the
Santam subsidiary of Santam shares in terms of the repurchase offer, being duly passed and
subsequently registered by the Registrar of Companies; and

2.6.2 the Registrar of Short-term Insurance providing its required approval for the repurchase
offer and the implementation thereof in terms of the provisions of section 23 of the 
Short-term Insurance Act.

2.7 Funding of the repurchase offer

The repurchase offer consideration will be funded out of cash and liquid assets of the Santam
Group.

2.8 Adequacy of working capital

The Santam board is of the opinion that, after considering the effect of the repurchase offer:

2.8.1 the Santam Group will be able to pay their debts as they become due in the ordinary course
of business for a period of 12 months after the date of approval of this circular by the JSE;

2.8.2 the assets of the Santam Group will be in excess of the liabilities of the Santam Group for 
a period of 12 months after the date of approval of this circular by the JSE;

2.8.3 the share capital and the reserves of the Santam Group will be adequate for ordinary
business purposes for a period of 12 months after the date of approval of this circular by the
JSE; and

2.8.4 the working capital of the Santam Group will be adequate for ordinary business purposes for
a period of 12 months after the date of approval of this circular by the JSE.

2.9 Pro forma financial effects of the repurchase offer

The table below sets out the unaudited pro forma financial effects of the repurchase offer on basic
EPS, diluted basic EPS, headline EPS, diluted headline EPS, NAV per share and NTAV per share,
based on the audited results of Santam for the financial year ended 31 December 2006. The
unaudited pro forma financial effects are the responsibility of the Santam directors and have been
prepared for illustrative purposes only to provide information about how the repurchase offer may
have affected the financial position of Santam shareholders on the relevant reporting date. Due to
their nature, the unaudited pro forma financial effects may not be a fair reflection of Santam’s
financial position after implementation of the repurchase offer or of Santam’s future earnings:

Before the Unaudited After the 
repurchase pro forma repurchase 

offer(1) adjustments offer(2,3,4,5) Change
(cents) (cents) (cents) (%)

Basic EPS 1 574 119 1 693 8
Diluted basic EPS 1 553 115 1 668 7
Headline EPS 1 555 117 1 672 8
Diluted headline EPS 1 535 113 1 648 7
NAV per share 5 633 (508) 5 125 (9)
NTAV per share 5 519 (520) 4 999 (9)
Number of shares in issue (millions) 117.6 (11.8) 105.9 (10)
Weighted average number of shares 
in issue (millions) 117.1 (11.8) 105.4 (10)
Diluted weighted average number of 
shares in issue (millions) 118.7 (11.8) 106.9 (10)

Notes:

(1) Extracted and/or compiled from the audited results of Santam for the financial year ended 31 December 2006.

(2) For the purpose of calculating pro forma basic EPS, diluted basic EPS, headline EPS and diluted headline EPS, it has been
assumed that the repurchase offer was effected on 1 January 2006.

(3) For the purpose of calculating pro forma NAV per share and NTAV per share, it has been assumed that the repurchase offer
was effected on 31 December 2006.

(4) The following assumptions were applied with regard to the repurchase offer:

– 11 768 606 ordinary shares were repurchased pursuant to the repurchase offer, being 10% of Santam’s issued ordinary
shares at the last practicable date;

– the total repurchase offer consideration was R1.2 billion for all shares repurchased by the Santam subsidiary pursuant
to the repurchase offer;

– dividends of R117 million would have been paid to the Santam subsidiary during the year on the Santam shares
repurchased;

– STC at a rate of 12.5% would have been paid by Santam on these dividends;
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– investment income at an average interest rate of 7.5% per annum (before tax) was foregone or earned, as the case may
be, on the cash flows in respect of the payment of the total repurchase offer consideration, the dividends received by the
Santam subsidiary on the Santam shares repurchased and STC paid by Santam thereon; and

– a corporate tax rate of 29% has been applied.

(5) No transaction costs have been taken into account in the calculation of the unaudited pro forma financial effects as they
will not have a material impact.

The independent reporting accountants’ report on the pro forma financial effects of the repurchase
offer is included as Annexure 1 to this circular.

3. SANLAM OFFER

Subject to the fulfilment or waiver (if possible) of the Sanlam offer suspensive conditions set out in
paragraph 3.6 below, Sanlam, through its wholly-owned subsidiary Sanlam Life, offers to acquire all 
the Santam shares tendered by the Santam shareholders in terms of the repurchase offer in excess of the
Santam subsidiary’s maximum acceptance of 10% of the issued ordinary shares of Santam, up to 
a maximum number of Santam shares, which, when aggregated with Santam shares already held by
Sanlam in its shareholders’ funds, will not exceed 80% of Santam’s issued ordinary shares.

3.1 Rationale

3.1.1 The Sanlam offer affords Santam shareholders the opportunity to dispose of more shares
than the Santam subsidiary would, in terms of the limit imposed under the repurchase offer,
be capable of accepting. It further provides Santam shareholders with the opportunity to
realise value for their Santam shares, should they wish to exit, at a premium to the current
market price and with additional liquidity.

3.1.2 Sanlam’s maximum holding of 80% (when aggregated with Santam shares already held 
by Sanlam in its shareholders’ funds) of the issued ordinary shares of Santam pursuant 
to the Sanlam offer will allow Santam to meet the minimum spread requirements of the JSE
following the Sanlam offer.

3.1.3 Increasing Sanlam’s stake in Santam through the Sanlam offer is in line with Sanlam’s
strategy of enhancing diversification and growing Sanlam’s business into a balanced
financial services group.

3.2 Terms of the Sanlam offer

3.2.1 Subject to the fulfilment or waiver (if possible) of the Sanlam offer suspensive conditions,
Sanlam will, through its wholly-owned subsidiary Sanlam Life, acquire from Santam
shareholders all Santam shares tendered by Santam shareholders in terms of the repurchase
offer in excess of the Santam subsidiary’s maximum acceptance of 10% of the issued
ordinary shares of Santam, up to a maximum number of Santam shares, which, when
aggregated with Santam shares already held by Sanlam in its shareholders’ funds, will not
exceed 80% of Santam’s issued ordinary shares, on the terms set out in this paragraph 3 of
the circular.

3.2.2 In the event that Santam shares are deemed to be tendered to Sanlam in excess of the
maximum number of Santam shares to be acquired by Sanlam in terms of the Sanlam offer
referred to in paragraph 3.2.1, Sanlam will acquire from each Santam shareholder such
number of Santam shares, pro rata to the number of Santam shares tendered to Sanlam in
terms of the Sanlam offer, up to a maximum number of Santam shares, which, when
aggregated with Santam shares already held by Sanlam in its shareholders’ funds, will not
exceed 80% of Santam’s issued ordinary shares.

3.3 The Sanlam offer consideration

3.3.1 The Sanlam offer consideration comprises a cash consideration of R102.00 per Santam
share, equal to the repurchase offer consideration. Santam shareholders who hold Santam
shares at the commencement of business on the ex-dividend date and dispose of Santam
shares pursuant to the Sanlam offer, will receive both a dividend of R2.62 per Santam share
and the Sanlam offer consideration of R102.00 per Santam share.
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3.3.2 The Sanlam offer consideration represents a premium of:

3.3.2.1 8.5% to the volume weighted average price of R93.98 per Santam share over the five
trading days ending on the last practicable date; and

3.3.2.2 11.6% to the volume weighted average price of R93.98 per Santam share over the
five trading days ending on the last practicable date less a dividend of R2.62 per
Santam share.

Santam will act as agent of Sanlam for purposes of the Sanlam offer and will, through its
transfer secretaries, administer and effect settlement of the Sanlam offer consideration to
Santam shareholders whose shares are acquired in terms of the Sanlam offer.

3.4 The Sanlam offer period

The Sanlam offer will open for acceptances from 9:00 on Monday 26 March 2007 and is expected to
close at 12:00 on Friday 20 April 2007. Any amendments to the opening and closing dates or times
of the Sanlam offer will be released on SENS and published in the South African and Namibian
press.

3.5 Amendments to or variation of the Sanlam offer and corporate actions

3.5.1 No amendments to, or variation of the Sanlam offer will be valid unless made in writing and
signed by a duly authorised representative of Sanlam. Any amendment and/or variation will
be released on SENS and published in the South African and Namibian press.

3.5.2 Sanlam reserves the right, without prejudice to its own rights, in its sole and absolute
discretion, to condone the non-compliance by any Santam shareholder with any of the terms
of the Sanlam offer.

3.5.3 If the Sanlam offer is amended, varied or revised in a manner which makes it more
favourable to the Santam shareholders, the benefit of such improved Sanlam offer will
automatically accrue to any person who has accepted the Sanlam offer prior to the
amendment, variation or revision being made.

3.5.4 The acceptance by or on behalf of such person of the Sanlam offer in its original or previous
form shall be deemed to be an acceptance of any improved Sanlam offer pursuant to any
amendment, variation or revision and shall constitute an irrevocable authority and power 
in rem suam to any director or duly authorised representative of Sanlam to:

3.5.4.1 accept such amended, varied or revised Sanlam offer on behalf of such person; and

3.5.4.2 execute on behalf of and in the name of such person all such further documents 
(if any) as may be required to give effect to such acceptance.

3.5.5 Santam shareholders who have accepted the repurchase offer in respect of shares in excess
of the number of shares to be acquired by the Santam subsidiary in terms of the repurchase
offer and whose excess tendered shares are therefore subject to the Sanlam offer, shall retain
the right to exercise the voting rights attached to such excess tendered shares until 
the Sanlam offer has become unconditional, as notified through an announcement released
on SENS.

3.6 Suspensive conditions of the Sanlam offer

The Sanlam offer is subject to the fulfilment or waiver (if possible) of the following suspensive
conditions by no later than Thursday 31 May 2007, or such later date as may be agreed between
Sanlam and Santam:

3.6.1 the repurchase offer becoming unconditional; and

3.6.2 the Registrar of Short-term Insurance providing its required approval for the Sanlam offer
and the implementation thereof in terms of the provisions of section 25 of the Short-term
Insurance Act.

12



4. PROCEDURE FOR THE ACCEPTANCE OF THE OFFERS

4.1 Form of acceptance and surrender

4.1.1 Certificated shareholders who wish to accept the respective offers, in whole or in part, must
properly complete the form of acceptance and surrender attached to this circular 
in accordance with the instructions contained therein and deliver it together with the
relevant document(s) of title to the transfer secretaries in South Africa, so as to be received
by no later than the closing date.

4.1.2 Certificated shareholders are advised to deliver the form of acceptance and surrender,
together with their documents of title promptly so as to prevent late arrivals due to postal
delays if sent through the post.

4.1.3 Any acceptance of the offers made through the post will be at the risk of such shareholder
concerned. Postal acceptances which are received by the transfer secretaries in South Africa
on or before the closing date will be treated as valid acceptances of the offer concerned. Postal
acceptances which are received by the transfer secretaries in South Africa after the closing
date will not be valid and will not be accepted in terms of the offer concerned. It is
recommended that all acceptances be sent by registered post.

4.1.4 Dematerialised shareholders should not complete the form of acceptance and surrender.
Dematerialised shareholders are required to notify their duly appointed CSDP/broker of their
acceptance of the respective offers, in terms of the custody agreement governing the
relationship between such shareholder and his/her CSDP/broker. Shareholders should
confirm with their CSDP/broker as to the cut-off date and time for such notification.

4.2 Irrevocable acceptances

All acceptances of the offers received by the transfer secretaries in South Africa, Santam, the
Santam subsidiary, Sanlam, Sanlam Life or the relevant CSDP/broker on or prior to the closing date
shall be irrevocable.

4.3 Transaction receipts

No receipts will be issued for the form of acceptance and surrender and document(s) of title lodged
with the transfer secretaries in South Africa unless specifically requested. Lodging agents who
require special transaction receipts are requested to prepare such receipts and submit them for
stamping together with the documents of title lodged.

4.4 Partial acceptances

In the event of a certificated Santam shareholder accepting the offers in respect of only part of their
Santam shares, Santam shall use its reasonable endeavours to procure that a replacement share
certificate for the balance of such shareholder’s remaining Santam shares will be posted, by
registered post, to that Santam shareholder, at such shareholder’s risk, within five business days
after the closing date, or the date on which the respective offers become unconditional or the date
on which the documents of title are received by the transfer secretaries in South Africa, whichever
is the later, provided that the offers have been validly accepted by such certificated shareholder in
respect of a part of their Santam shares.

4.5 Lost or destroyed documents of title

If the documents of title relating to the surrender of the Santam shares have been lost or destroyed,
shareholders who wish to accept the offers, should nevertheless return the form of acceptance and
surrender, duly signed and completed, to the transfer secretaries in South Africa. Provided the
properly completed form of acceptance and surrender is received by the transfer secretaries in
South Africa on or before the closing date, Santam (on its own behalf and/or as agent for Sanlam),
may dispense with the surrender of documents of title upon producing to Santam, by no later than
the closing date of evidence to Santam’s (on its own behalf and/or as agent for Sanlam) satisfaction
that the documents of title have been lost or destroyed and upon delivery to Santam (on its own
behalf and/or as agent for Sanlam) of a suitable indemnity. Only indemnity forms obtained from the
transfer secretaries in South Africa will be regarded as suitable and are available on request.

4.6 Method of settlement

The repurchase offer consideration and the Sanlam offer consideration, will be posted, by registered
post, to the certificated shareholders who accept the offers at the risk of the shareholders
concerned, to the address as disclosed on the form of acceptance and surrender if different from the
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address on the register, or, if applicable, deposited directly into the shareholder’s bank account,
depending on the shareholder’s instructions contained in the properly completed form 
of acceptance and surrender.

Dematerialised shareholders will have the safe custody account that they hold with their
CSDP/broker credited with the repurchase offer consideration and the Sanlam offer consideration
due to them.

4.7 General

4.7.1 The offers may be accepted by the Santam shareholders in respect of all or part of their
Santam shareholdings. Santam shareholders who do not wish to accept the offers need take
no further action and will be deemed to have declined the offers.

4.7.2 Santam (in the case of the repurchase offer) and Sanlam (in the case of the Sanlam offer)
reserve the right, in their discretion, to:

4.7.2.1 treat as invalid, forms of acceptance and surrender not accompanied by valid
documents of title, subject to paragraph 4.5 dealing with lost or destroyed
documents of title;

4.7.2.2 require proof of the authority of the person signing the form of acceptance and
surrender where such proof has not yet been lodged with or recorded by the transfer
secretaries in South Africa, failing the production of which proof, Santam and/or
Sanlam, as the case may be, may treat such form of acceptance and surrender 
as invalid.

4.7.3 Without prejudice to its other rights, Santam (in the case of the repurchase offer) and
Sanlam (in the case of the Sanlam offer), reserve the right, in their sole and absolute
discretion, to condone the non-observance by a shareholder of any of the terms of the offers.

5. APPLICABLE LAWS

5.1 The offers and their acceptances will be governed by the laws of South Africa. This circular does
not constitute offers in any area of jurisdiction in which it is illegal to make such offers. In such
circumstances, this circular is sent for information purposes only.

5.2 The making of the offers to non-resident shareholders may be affected by the laws of the relevant
non-resident jurisdiction. Such non-resident shareholders should inform themselves about and
observe fully all applicable legal requirements. It is the responsibility of any non-resident
shareholder wishing to accept the offers, to satisfy himself as to the full observance of the laws of
the relevant jurisdiction in connection therewith, including the obtaining of any governmental,
exchange control or other consents which may be required, the compliance with other necessary
formalities and the payment of any issue, transfer or other taxes or other requisite payments due
in such jurisdiction. Any such non-resident shareholder will be responsible for such issue, transfer
or other taxes or other requisite payments by whosoever payable and Santam, the Santam
subsidiary, Sanlam, Sanlam Life and any person acting on their behalf shall be fully indemnified
and held harmless by such non-resident shareholder for any such issue, transfer or other taxes as
such person may be required to pay.

6. TAX IMPLICATIONS FOR SANTAM SHAREHOLDERS

Santam shareholders should seek advice from appropriate professional advisers if they are in any doubt
whatsoever about their tax position. The tax treatment of Santam shareholders is dependent on their
individual circumstances and on the tax jurisdiction applicable to them.

7. EXCHANGE CONTROL REGULATIONS

The following is a summary of the South African Exchange Control Regulations insofar as they have
application to Santam shareholders who wish to accept the offers. In the event of any doubts, Santam
shareholders are advised to consult their professional advisers as soon as possible.

7.1 Residents of the common monetary area

In the case of:

7.1.1 certificated shareholders whose registered addresses in the register are within the common
monetary area and whose documents of title are not restrictively endorsed in terms of the
South African Exchange Control Regulations, the repurchase offer consideration, and 
the Sanlam offer consideration will be posted to such shareholders; or
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7.1.2 dematerialised shareholders whose registered addresses in the register are within the
common monetary area and have not been restrictively designated in terms of the South
African Exchange Control Regulations, the repurchase offer consideration and the Sanlam
offer consideration will be credited directly to the accounts nominated for the relevant
shareholder by their duly appointed CSDP/broker in terms of the provisions of the custody
agreement with their CSDP/broker.

7.2 Emigrants from the common monetary area

In the case of Santam shareholders who are emigrants from the common monetary area, the
repurchase offer consideration and the Sanlam offer consideration will:

7.2.1 in the case of certificated shareholders whose documents of title have been restrictively
endorsed under the South African Exchange Control Regulations, be forwarded to the
authorised dealer in foreign exchange in South Africa controlling such certificated
shareholder’s blocked assets in terms of the South African Exchange Control Regulations.
The attached form of acceptance and surrender makes provision for details of the authorised
dealer concerned to be given; or

7.2.2 in the case of dematerialised shareholders, be credited to the bank account of the Santam
shareholder’s CSDP/broker which shall arrange for the same to be credited directly to the
Santam shareholder’s blocked Rand bank accounts held by the Santam shareholder’s
authorised dealers and held to the order of the Santam shareholder’s authorised dealers in
foreign exchange in South Africa.

7.3 All other non-residents of the common monetary area

The repurchase offer consideration and the Sanlam offer consideration accruing to non-resident
Santam shareholders whose registered addresses are outside the common monetary area and who
are not emigrants from the common monetary area will:

7.3.1 in the case of certificated shareholders, whose documents of title have been restrictively
endorsed under the South African Exchange Control Regulations, be posted to the registered
addresses of the non-resident Santam shareholders concerned, unless written instructions 
to the contrary are received and an address provided. The attached form of acceptance and
surrender makes provision for a substitute address or bank details; or

7.3.2 in the case of dematerialised shareholders, be credited by their duly appointed CSDP/broker
directly to the accounts nominated by the Santam shareholders in terms of the provisions 
of the custody agreement with their CSDP/broker.

7.4 Information not provided

If the information regarding the authorised dealer is not given or instructions are not given 
as required, the repurchase offer consideration and the Sanlam offer consideration will be held by
Santam (in the case of the repurchase offer) and Sanlam (in the case of the Sanlam offer), or the
transfer secretaries in South Africa on behalf of Santam or Sanlam, as the case may be, for the
benefit of the certificated shareholders concerned pending receipt of the necessary information or
instructions. Any interest accrued on the repurchase offer consideration and the Sanlam offer
consideration so held will be for the account of the Santam subsidiary (in the case of the repurchase
offer) or Sanlam Life (in the case of the Sanlam offer).

8. PREFERENCE SHARES

8.1 Rationale

The proposed new authorised preference share capital will enable the Santam board to raise, in
terms of the general authority, at an appropriate time or times subject to favourable market
conditions prevailing, cost-effective permanent share capital as part of Santam’s general capital
reorganisation programme referred to in paragraph 1 of the circular.
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8.2 Procedure, effect and general authority

8.2.1 The creation of the preference shares will enable Santam to allot and issue preference shares,
when deemed appropriate. The memorandum and articles of association of Santam will 
be amended to provide for the terms and conditions applicable to the preference shares.

8.2.2 It is proposed that a general authority be granted to the Santam board until the date of the
next annual general meeting of Santam, to issue and allot a maximum of 6 000 000
preference shares.

8.3 Salient features of the preference shares

8.3.1 General

The preference shares are non-redeemable, non-participating and non-cumulative and rank
pari passu in all respects. The complete terms and conditions of the preference shares, to be
included in the articles of association of Santam, upon the passing of the relevant special
resolution at the general meeting, are set out in the notice to the general meeting that forms
part of this circular. The terms relating to voting rights, entitlement to dividends, effect of
winding-up of Santam, changes in tax laws and variation of rights are summarised below.

8.3.2 Voting rights

The preference shares are non-voting, save that preference shareholders will be entitled 
to vote at a general meeting of Santam if one or more of the following circumstances prevail
at the date of such meeting:

8.3.2.1 during any period commencing on the ninetieth day after a preference dividend has
been declared, and during which period the preference dividend or any part thereof
remains unpaid; or

8.3.2.2 in respect of a proposed resolution of Santam which directly affects the rights
attached to the preference shares.

At every general meeting of Santam at which holders of the preference shares are present
and entitled to vote, a preference shareholder shall be entitled to one vote for each preference
share held by him/her.

8.3.3 Entitlements to dividends

8.3.3.1 Each preference share will confer on the holder the right, subject to the provisions
of the Act, to receive a preference dividend in priority to dividends or distributions
in respect of the ordinary shares of Santam. Each preference dividend, if declared,
shall be calculated by applying the preference dividend rate (as determined by the
Santam board on or before the issue of the preference shares concerned) (determined
on a 365-day year factor, daily and in arrears) to the deemed capital value per
preference share (being R100.00) for the number of days in the relevant preference
dividend period.

8.3.3.2 The preference dividend shall if it is declared, accrue on the relevant preference
dividend date, and if it is declared, be due and payable by no later than the 
twenty-first business day following the relevant preference dividend date, failing
which it shall be in arrears.

8.3.3.3 If a preference dividend is not declared and paid by Santam in respect of a preference
dividend period, no preference dividends shall accrue, accumulate or become due
and payable in respect of the aforementioned preference dividend period, and
Santam shall not be entitled to declare any dividend or to make any distribution or
payment in respect of its ordinary shares, and/or to repurchase any of its ordinary
shares in respect of the aforementioned preference dividend period.

8.3.4 Winding-up and liquidation

Each preference share shall confer on the holder thereof the right, before any payment 
is made in respect of the ordinary shares of Santam, to a return of capital on the winding-
up of Santam in an amount equal to the aggregate issue price of all the preference shares 
in issue divided by the number of preference shares in issue.
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8.3.5 Changes to tax laws

8.3.5.1 If there is any amendment to the Income Tax Act (which amendment is uniformly
applicable to all taxpayers and not only because of the particular circumstances of
Santam or any holder) that results in tax becoming payable by a holder in respect of
the preference dividends (including an increase in any such tax) (“reduced return”)
and which amendment concomitantly results in reduced costs for Santam
(including, without limitation, a reduction in tax payable by Santam) in servicing
the preference shares (“reduced cost”), the preference dividend rate shall be
increased by adding the lesser of the annualised reduced return per preference share
or the annualised reduced cost per preference share, expressed as a percentage of
the deemed capital value per preference share. Conversely, if there is any amendment
to the Income Tax Act (which amendment is uniformly applicable to all taxpayers
and not only because of the particular circumstances of Santam or any holder) that
results in the abolition or decrease in any tax payable by a holder in respect of the
preference dividends (“enhanced return”), and which amendment concomitantly
results in increased costs for Santam (including, without limitation, an increase in
tax payable by Santam) in servicing the preference shares (“increased cost”), the
preference dividend rate shall be decreased by deducting the lesser of the annualised
enhanced return per preference share or the annualised increased cost per
preference share, expressed as a percentage of the deemed capital value per
preference share.

8.3.5.2 Santam shall be entitled to require its auditors, for the time being, to verify whether
it is obliged to increase or reduce the preference dividend rate in accordance with
paragraph 8.3.5.1 and to determine the extent of such increase or decrease. The
auditors, in deciding whether such increase or decrease is required and in
determining the extent thereof, shall act as experts and not as arbitrators and their
decision shall, in the absence of manifest error, be final and binding on Santam, all
the preference shareholders and all other shareholders of Santam.

8.3.6 Variation of rights

8.3.6.1 The terms of the preference shares may not be modified, altered, varied, added to or
abrogated without the prior sanction of a resolution passed at a separate class
meeting of the preference shareholders in the same manner, mutatis mutandis, 
as a special resolution.

8.3.6.2 In addition, Santam shall not, without the prior sanction of a resolution passed at a
separate class meeting of the preference shareholders in the same manner, mutatis
mutandis, as a special resolution, create or issue any shares in the capital of Santam,
other than redeemable preference shares, ranking, as regards rights to dividends,
or on a winding-up as regards capital, in priority to or pari passu with the
preference shares.

8.4 Suspensive conditions to the preference share issue

The increase in share capital and the general authority are subject to the fulfilment or waiver 
(if possible) of the following suspensive conditions by no later than Thursday 31 May 2007, or such
later date as may be determined by Santam:

8.4.1 the special resolutions (forming part of the resolutions) relating to the increase in share
capital be duly passed and subsequently registered by the Registrar of Companies; and

8.4.2 the ordinary resolutions (forming part of the resolutions) granting the general authority to
the Santam board be duly passed.

9. INFORMATION RELATING TO SANTAM

9.1 Incorporation

On 1 May 1918, The Suid-Afrikaanse Nasionale Trust-en-Assuransiemaatskappij Beperk (Santam)
was established as a short-term insurance company. Santam was incorporated as a public company
with registration number 1918/001680/06, and on 23 March 1964 Santam’s shares were listed 
on the JSE.
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9.2 Nature of business

9.2.1 Santam provides short-term insurance products and services using its broker network as the
primary distribution channel. Santam operates in the personal lines and commercial
markets and for 2006 its business comprised approximately 35% personal lines and 65%
commercial business.

9.2.2 Santam underwrites all classes of short-term insurance, with motor and property business
making up approximately two thirds of the total, in line with the current composition of the
South African short-term insurance industry. Santam has assets totalling more than 
R16 billion.

9.2.3 Santam’s significant operating subsidiaries and associated companies include:

9.2.3.1 a 100% interest in Santam International Limited, the holding company of Santam’s
international interests. Santam’s international interests include Westminster Motor
Insurance Limited in the United Kingdom and Santam Europe Limited, which sells
personal and motor insurance in Ireland and the United Kingdom;

9.2.3.2 a 60% interest in Santam Namibia Limited, a non-life insurance company operating
in Namibia;

9.2.3.3 a 66.6% interest in Centriq Insurance Holdings Limited, an insurance group
providing alternative risk transfer solutions;

9.2.3.4 a 33.6% interest in Credit Guarantee Insurance Corporation of Africa Limited, 
a provider of credit insurance; and

9.2.3.5 a 44.9% interest in Indwe Broker Holdings Limited, a broker of which the majority
shareholding is jointly held by Pamodzi Investment Holdings (Proprietary) Limited
and Thebe Investment Corporation (Proprietary) Limited.

Santam also holds interests in a number of underwriting managers that specialise in
management and administration of insurance products over a variety of insurance classes,
including a 100% interest in Agri Risk Specialists (Proprietary) Limited (crop) and a 100%
interest in Stalker Hutchinson & Associates (Proprietary) Limited (liability and guarantee).

10. INFORMATION RELATING TO SANLAM

10.1 Sanlam has evolved from its beginnings in 1918 into a major South African financial services
company. Its head office is in Bellville near Cape Town and it employs approximately 9 000 office
staff in South Africa, Namibia and the United Kingdom.

10.2 Sanlam demutualised in 1998, and is currently listed in the life assurance sector of the JSE.
Following a BEE transaction in 2004, an initial effective 10% of the issued ordinary shares of
Sanlam is held by Ubuntu-Botho which comprises a broad base of interest groups. The business
activities of the Sanlam Group and its associates are organised into the following three clusters:

10.2.1 Retail Cluster – Sanlam Life

The retail cluster businesses are major providers of life insurance, retirement annuities,
savings products and trust services to individuals. Sanlam Life has an international
presence through the United Kingdom-based Merchant Investors Assurance Company
Limited, which it acquired in 2003, and its 26% interest in Shriram Life Insurance Company
Limited in India. Sanlam Life further has a number of trading divisions and subsidiaries
which provide ancillary products and services, including Glacier (Proprietary) Limited,
which provides specialist investment products to high net worth individuals, Sanlam Home
Loans (Proprietary) Limited, Sanlam Personal Loans (Proprietary) Limited and Sanlam Trust
Limited. Sanlam’s focus in the entry-level market is managed by Sanlam Developing Markets
through African Life Assurance Company Limited, Channel Life Limited and Safrican
Insurance Company Limited.

10.2.2 Short-term Insurance Cluster

The short-term insurance cluster currently consists of a 56.35% (of which 54.70% is held 
in shareholders’ funds and 1.65% in policyholders’ funds) interest in Santam. Further details
on Santam are set out in paragraph 9 above.
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10.2.3 Institutional Cluster

The institutional cluster incorporates the Sanlam Group and its associates’ investment
related businesses, including the provision of traditional and alternative investment
products, property asset management, private client investment management and stock
broking, unit trust management and multi-manager investment management as well as the
group products offered to clients via Sanlam Life’s long-term insurance license. The
institutional cluster’s business in South Africa is managed through the various companies
in the cluster including Sanlam Investment Management (Proprietary) Limited, Sanlam
Multi-Manager International (Proprietary) Limited, Coris Capital Holdings Limited, Sanlam
Umbrella Fund Administrators (Proprietary) Limited, Sanlam Properties (Proprietary)
Limited, Sanlam Private Investments (Proprietary) Limited, Sanlam Private Equity, Sanlam
Collective Investments Limited, Sanlam Capital Markets Limited and Sanlam Independent
Financial Services Limited.

11. HISTORICAL FINANCIAL INFORMATION RELATING TO SANTAM

Annexure 2 to this circular contains extracts from the published audited historical financial information
of Santam for the three financial years ended 31 December 2006.

12. TRADING HISTORY OF SANTAM SHARES ON THE JSE

The trading history of Santam shares on the JSE is set out in Annexure 3 to this circular.

13. SHARE CAPITAL OF SANTAM

13.1 The table below sets out the authorised and issued share capital of Santam before and after the
implementation of the offers:

R’m

Authorised – before and after the implementation of the offers

150 000 000 ordinary no par value shares –

Issued – before the implementation of the offers

117 686 062 ordinary no par value shares 73

Issued – after the implementation of the offers

105 917 456 ordinary no par value shares 73

The implementation of the offers will not result in a breach of the minimum spread requirements
of the JSE in respect of Santam.

13.2 The table below sets out the authorised and issued share capital of Santam before and after the
creation of the preference shares and the issue of the preference shares in terms of the general
authority:

R’m

Authorised before the creation and the issue of preference shares

150 000 000 ordinary no par value shares –

Issued – before the creation and the issue of preference shares

117 686 062 ordinary no par value shares 73

Authorised – after the creation and the issue of the preference shares

150 000 000 ordinary no par value shares –

12 000 000 no par value preference shares –

Issued – after the creation and the issue of the preference shares

117 686 062 ordinary no par value shares 73

6 000 000 no par value preference shares 600
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14. MAJOR SANTAM SHAREHOLDERS

At the last practicable date, shareholders beneficially holding in excess of 5% of the issued share capital
of Santam were as follows:

Number of shares Percentage

Sanlam Life (1) 66 313 158 56

Note:

1. 1 945 076 Santam ordinary shares (or 1.65% of Santam’s ordinary share capital) are held in Sanlam’s policyholders’ funds. 
64 368 082 Santam ordinary shares (or 54.70% of Santam’s ordinary share capital) are held in Sanlam’s shareholders’ funds.

15. DIRECTORS OF SANTAM

15.2 Directors

The Santam board and members of the Executive Decision Forum of Santam are as follows:

Board of directors

Name Function Business address

Desmond Kent Smith Chairperson 1 Sportica Crescent, Tyger Valley, Bellville

Steffen Christopher Gilbert Chief Executive Officer 1 Sportica Crescent, Tyger Valley, Bellville

Bhekithemba Thabo Non-executive Director Block A, 3A Summit Road,
Phumula Karl Dunkeld West, Johannesburg
Mangaliso Gamedze

Jurie Johannes Geldenhuys Non-executive Director 1 Sportica Crescent, Tyger Valley, Bellville

Jan Gysbert le Roux Non-executive Director 1 Sportica Crescent, Tyger Valley, Bellville

Narnane Milcah Magau Non-executive Director 1 Sportica Crescent, Tyger Valley, Bellville

Alwyn Reginald Martin Non-executive Director 1 Sportica Crescent, Tyger Valley, Bellville

Jacobus Petrus Möller Non-executive Director 2 Strand Road, Bellville

Raisibe Khomaraga Morathi Non-executive Director The Union Buildings, Room 96A, 
2nd Floor, West Wing, Arcadia

Phillip De V Rademeyer Non-executive Director 2 Strand Road, Bellville

Machiel Johannes Reyneke Executive Director 1 Sportica Crescent, Tyger Valley, Bellville

Jeremy Peter Rowse Non-executive Director 1 Sportica Crescent, Tyger Valley, Bellville

George Edward Rudman Non-executive Director 1 Sportica Crescent, Tyger Valley, Bellville

Johan van Zyl Non-executive Director 2 Strand Road, Bellville

Burguza Peter Vundla Non-executive Director 18 Fricker Road, Illovo, Sandton
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15.2 Executive Decision Forum

Name Function Business address

Steffen Christopher Gilbert Chief Executive Officer 1 Sportica Crescent, Tyger Valley, Bellville

Edward Field Gibbens Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
Broker Services

Margaret Massie Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
People and Brand
Services

Hendri Martin Nigrini Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
Risk Solutions

Pankaj Ranchod Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
Insurance Services

Machiel Johannes Reyneke Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
Corporate Services

Mpumelelo Tyikwe Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
Corporate and
Specialist Distribution

Jacobus Abraham van Executive Head: 1 Sportica Crescent, Tyger Valley, Bellville
Tonder Santam International

Operations

15.3 Santam and its directors’ interests and dealings

15.3.1 The interests of the directors in the ordinary share capital of Santam at the last practicable
date are set out below:

Direct Indirect
Beneficial Non-beneficial Beneficial Non-beneficial Total

D K Smith 560 560

S C Gilbert 48 082 48 082

B T P K M Gamedze nil

J J Geldenhuys 190 000 190 000

J G le Roux 100 100

N M Magau 100 100

A R Martin 350 350

J P Möller nil

R K Morathi nil

P De V Rademeyer 500 500

M J Reyneke 21 620 54 700 76 320

J P Rowse 250 250

G E Rudman 3 000 4 000 7 000

J van Zyl 100 100

B P Vundla 300 300

There have been no changes in the above shareholding of the directors between the end of
the last financial year of Santam, being 31 December 2006, and the last practicable date.

15.3.2 At the last practicable date, Santam held an insignificant holding of Sanlam shares in its
index tracking portfolios.

15.3.3 Apart from trades in the index tracking portfolios referred to in paragraph 15.3.2, Santam
entered into no trades in Sanlam shares during the six months preceding the publication of
this circular.
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15.3.4 The directors of Santam had the following direct, indirect, beneficial and non-beneficial
interests in Sanlam shares at the last practicable date:

Direct Indirect
Non- Non- Total

Beneficial beneficial Beneficial beneficial

D K Smith nil

S C Gilbert 95 080 95 080

B T P K M Gamedze nil

J J Geldenhuys nil

J G le Roux nil

N M Magau nil

A R Martin nil

J P Möller 323 388 323 388

R K Morathi 550 550

P De V Rademeyer 209 935 325 797 535 732

M J Reyneke 96 296 96 296

J P Rowse nil

G E Rudman 1 122 094 107 428 229 523

J van Zyl 1 321 325 1 321 325

B P Vundla nil

15.3.5 The following directors of Santam entered into the following trades in Sanlam shares
during the six months preceding the last practicable date:

Name Date Nature of Number of Price
trade shares per share

Non-executive directors

B T P K M Gamedze 27/09/06 Share options 410 396 R17.17
exercised and
shares sold

G E Rudman 02/11/06 Share sale 8 442 R17.60
from deceased
estate of which
director is an
executor

16. SANLAM AND ITS DIRECTORS’ INTERESTS AND DEALINGS

16.1 Sanlam trades (in its shareholders’ funds) in Santam shares during the last six months preceding
the publication of this circular are set out below:

Purchases

Number Average
Month of shares Cost price

(R) (R)

August 2006 – – –

September 2006 1 820 640 136 988 363 75.24

October 2006 690 188 53 011 630 76.81

November 2006 235 009 18 764 156 79.84

December 2006 63 997 5 358 980 83.74

January 2007 1 400 124 085 88.63

February 2007 15 800 1 501 996 95.06

2 827 034 215 749 210 76.32
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Number Proceeds Average
Sales of shares (R) price (R)

13 900 1 160 311 83.48

16.2 The directors of Sanlam had the following direct, indirect, beneficial and non-beneficial interests 
in Santam shares at the last practicable date:

Name Direct Direct Indirect Indirect
beneficial non-beneficial beneficial non-beneficial

Non-executive director

G E Rudman 3 000 4 000

Executive director

J van Zyl 100

Total 3 600 4 000

Save as disclosed above, none of the directors of Sanlam have any other interests in Santam shares.

16.3 The directors of Sanlam entered into the following trades in Santam shares during the six months
preceding the last practicable date:

Name Date Nature of Number of Price
trade shares per share

Non-executive director

G E Rudman 03/11/06 Share sale from
deceased estate of
which director is an
executor 754 R79.60

17. SANTAM AND SANLAM SHARE SCHEMES

17.1 Santam directors’ interests in Santam’s share incentive schemes

Gain per Option
Number of share share on price

At options during year option per Date At
31/12/05 Granted Exercised exercised share awarded 31/12/06

R R

Executive
directors

S C Gilbert 284 100 (113 640) 54.60 18.70 14/07/03 170 460

194 000 (77 600) 62.50 16.00 14/07/03 116 400

20 000 64.80 10/11/05 20 000

Sub-total 498 100 (191 240) 306 860

M J Reyneke 59 200 (25 900) 65.65 19.85 12/11/01 33 300

6 400 (2 800) 64.85 20.65 20/02/02 3 600

24 000 (9 600) 66.50 14.50 26/02/03 14 400

116 300 (46 520) 60.19 16.00 01/09/02 69 780

10 000 28.65 31/03/04 10 000

24 000 64.80 10/11/05 24 000

Sub-total 239 900 (84 820) 155 080

Total 738 000 (276 060) 461 940

23



17.2 Santam directors’ interests in Sanlam’s share incentive schemes

Total Sanlam Strike price Average
share options Unrestricted range Price

P De V Rademeyer 978 957 182 523 R6.03 – R9.80 R8.05
J van Zyl 2 158 447 – R6.03 – R9.80 R6.79
B T P K M Gamedze 671 774 – R7.31 – R8.40 R7.40
J P Möller 832 951 115 161 R6.03 – R9.80 R8.17

17.3 Other than their participation in the Santam and Sanlam share incentive schemes as disclosed
above and in respect of their interests in Santam shares as disclosed in paragraph 15.3.1, no
directors of Santam will benefit, directly or indirectly, in any manner as a consequence of the
implementation of the Sanlam offer.

18. SANTAM DIRECTORS’ EMOLUMENTS AND SERVICE CONTRACTS

18.1 The emoluments of Santam’s directors will not be affected as a consequence of the implementation
of the Sanlam offer.

18.2 No long-term service contracts exist between Santam and its executive directors.

18.3 Messrs S C Gilbert and M J Reyneke are precluded under restraint of trade agreements for periods
of 12 months and six months, respectively, after leaving the employment of Santam, from engaging
in any business venture competing with that of Santam.

19. SPECIAL ARRANGEMENTS

19.1 No arrangement, undertakings or agreements have been made between Sanlam and Santam, 
or persons acting in concert with these parties in relation to the shares forming the subject matter
of the Sanlam offer.

19.2 No arrangements or undertakings (including compensation arrangements) which have any
connection with or dependence on the Sanlam offer exist between Sanlam or any person acting in
concert with Sanlam, and any Santam director or any person who was a Santam director within the
period commencing 12 months prior to the last practicable date, or any person who is or was 
a holder of Santam shares within the period commencing 12 months prior to the last practicable
date save as disclosed in this circular.

19.3 No arrangements have been made between Santam and the Sanlam directors in connection with the
Sanlam offer.

19.4 No arrangements have been made between Sanlam and the Santam directors in connection with the
Sanlam offer.

20. MATERIAL CHANGES

There has been no material change in the affairs, financial or trading position of Santam since the
publication of its annual financial statements for the year ended 31 December 2006.

21. EXPERTS’ CONSENTS

The independent reporting accountants, sponsor to Santam in South Africa, sponsor to Santam in
Namibia, merchant bank and transaction sponsor to Santam, attorneys to Santam, transfer secretaries
in South Africa, financial adviser and transaction sponsor to Sanlam, attorneys to Sanlam and the
sponsor to Sanlam in Namibia have all provided their written consents to act in the capacity stated and
to their names being used in this circular and have not withdrawn their consents prior to the publication
of this circular.

The independent reporting accountants to Santam have consented to the inclusion of their report in this
circular.

RMB has consented to the inclusion of their fair and reasonable opinion on the offers in this circular.
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22. LITIGATION STATEMENT

There are no legal or arbitration proceedings, including proceedings that are pending or threatened, 
of which Santam is aware, that may have or have had, in the twelve months period preceding the date of
this circular, a material effect on the financial position of Santam.

23. OPINIONS AND RECOMMENDATIONS

23.1 Opinion of RMB

23.1.1 The Santam board appointed RMB to provide it with an opinion as to whether the
consideration to be received by Santam shareholders in terms of the offers is fair and
reasonable. RMB has advised that it has considered the offers and is of the opinion that the
consideration to be received by Santam shareholders in terms of the offers is fair and
reasonable to Santam shareholders.

23.1.2 The text of the letter from RMB in this regard is set out as Annexure 4 to this circular.

23.2 Opinion of the Santam board

The Santam board appointed an independent sub-committee to consider the terms and conditions of
the offers and to make recommendations to the Santam board in this regard. After considering 
the opinion of RMB referred to in paragraph 23.1 and the advice of the independent sub-committee,
the Santam board is unanimously of the opinion that the terms and conditions of the offers are fair
and reasonable and recommend that Santam shareholders vote in favour of the resolutions. 
Those Santam directors who hold Santam shares intend voting in favour of the resolutions in
respect of their Santam shares.

24. DIRECTORS’ RESPONSIBILITY STATEMENT

24.1 The current directors of Santam, whose names appear on page 7 of this circular collectively and
individually accept full responsibility for the accuracy of the information given in this circular in
respect of the repurchase offer, the increase in share capital and the general authority and the
information relating to Santam in respect of the Sanlam offer, and certify that, to the best of their
knowledge and belief, there are no facts or circumstances, the omission of which would render any
of the aforementioned statements in this circular false or misleading, that they have made all
reasonable enquiries to ascertain such facts and that this circular contains all information required
by law and the Listings Requirements.

24.2 The current directors of Sanlam, whose names appear on page 7 of this circular collectively and
individually accept full responsibility for the accuracy of the information given in this circular in
respect of information relating to Sanlam and the Sanlam offer, save for information relating to
Santam, and certify that, to the best of their knowledge and belief, there are no facts or
circumstances, the omission of which would render any of the aforementioned statements in this
circular false or misleading and that they have made all reasonable enquiries to ascertain such
facts.

25. GENERAL MEETING

In terms of the notice of general meeting which forms part of this circular, a general meeting of 
Santam is convened to be held at 10:00 on Thursday 29 March 2007 in the Auditorium, Santam Head
Office, 1 Sportica Crescent, Tyger Valley, Bellville at which meeting the resolutions will be proposed for
consideration and, if deemed fit, approval with or without modification.

25.1 Certificated shareholders or dematerialised shareholders who have selected own-name
registration

Certificated shareholders or dematerialised shareholders who have selected own-name registration
may attend the general meeting in person or may appoint a proxy to represent them at the general
meeting by completing the attached form of proxy, in accordance with the instructions it contains
and returning it to the registered office of Santam or the transfer secretaries in South Africa to be
received by not later than 10:00 on Tuesday 27 March 2007.
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25.2 Dematerialised shareholders who have not selected own-name registration

Dematerialised shareholders who have not selected own-name registration must not complete the
attached form of proxy. Such shareholders are required to provide their CSDP/broker with their
voting instructions. Should such shareholders wish to attend the general meeting, they should
contact their CSDP/broker and obtain the relevant letters of representation from them.

26. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the registered office of Santam and
Sanlam during business hours (excluding Saturdays, Sundays and South African public holidays) from
the date of issue of this circular up to and including the closing date of the offers:

– the memorandum and articles of association of Santam;

– the published audited abridged financial report of Santam for the year ended 31 December 2006;

– the annual reports of Santam for the three financial years ended 31 December 2005;

– the RMB fair and reasonable opinion reproduced in Annexure 4;

– the independent reporting accountants’ report on the financial effects of the repurchase offer
reproduced in Annexure 1;

– the consent letters from the respective advisers referred to in paragraph 21 above; and

– a signed copy of this circular.

By order of the Board

SANTAM LIMITED SANLAM LIMITED

S Bray J P Bester
Company Secretary Group Secretary

7 March 2007 7 March 2007

Registered office Registered office

1 Sportica Crescent 2 Strand Road
Tyger Valley Bellville
Bellville 7530
7530
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Annexure 1

Independent reporting accountants’ report on the financial effects of the
repurchase offer

“The Directors
Santam Limited
PO Box 3881
Tyger Valley
7536

2 March 2007

Ladies/Gentlemen

Independent reporting accountants’ assurance report on the pro forma financial effects of the
repurchase offer in relation to Santam Limited (“Santam”)

We have performed our limited assurance engagement in respect of the pro forma financial effects 
(“the pro forma financial effects”) set out in paragraph 2.9 of the circular to Santam shareholders, to be dated
on or about 7 March 2007, (“the circular”) to be issued in connection with the proposed repurchase 
of a maximum of 10% of Santam’s ordinary shares in issue (“the repurchase offer”). The pro forma
financial effects have been prepared in accordance with the requirements of the JSE Limited (“JSE”) 
Listing Requirements, for illustrative purposes only, to provide information about how the repurchase 
offer might have affected the reported historical financial information presented, had the corporate action
been undertaken at the commencement of the period or at the date of the pro forma balance sheet being
reported on.

Directors’ responsibility

The directors are responsible for the compilation, contents and presentation of the pro forma financial effects
and for the financial information from which it has been prepared. Their responsibility includes determining
that: the pro forma financial effects have been properly compiled on the basis stated; the basis is consistent
with the accounting policies of Santam; and the pro forma adjustments are appropriate for the purposes 
of the pro forma financial effects disclosed in terms of the JSE Listings Requirements.

Reporting accountants’ responsibility

Our responsibility is to express our limited assurance conclusion on the pro forma financial effects. We
conducted our assurance engagement in accordance with the International Standard on Assurance
Engagements applicable to Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information and the Guide on Pro Forma Financial Information issued by the South African Institute of
Chartered Accountants.

This standard requires us to obtain sufficient appropriate evidence on which to base our conclusion.

We do not accept any responsibility for any reports previously given by us on any financial information used
in the compilation of the pro forma financial effects, beyond that owed to those to whom those reports were
addressed by us at the dates of their issue.

Sources of information and work performed

Our procedures consisted primarily of comparing the unadjusted financial information with the source
documents, considering the pro forma adjustments (“the adjustments”) in light of the accounting policies of
Santam, considering the evidence supporting the adjustments and discussing the pro forma financial effects
with the directors and management of Santam in respect of the corporate action that is the subject of this
circular.

In arriving at our conclusion, we have relied upon financial information prepared by the directors and
management of Santam and other information from various public, financial and industry sources.
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While our work performed has involved an analysis of the historical published audited financial information
and other information provided to us, our assurance engagement does not constitute an audit or review of
any of the underlying financial information conducted in accordance with International Standards on
Auditing or International Standards on Review Engagements and accordingly, we do not express an audit
or review opinion.

In a limited assurance engagement, the evidence-gathering procedures are more limited than for a
reasonable assurance engagement and therefore less assurance is obtained than in a reasonable assurance
engagement. We believe our evidence obtained is sufficient and appropriate to provide a basis for our
conclusion.

Conclusion

Based on our examination of the evidence obtained, nothing has come to our attention, which causes us to
believe that:

• the pro forma financial effects have not been properly compiled on the basis stated;

• such basis is inconsistent with the accounting policies of Santam; and

• the adjustments are not appropriate for the purposes of the pro forma financial effects as disclosed in
terms of the Section 8.17 and 8.30 of the JSE Listings Requirements.

Yours faithfully

J F Basson
Director: Transaction Services

PricewaterhouseCoopers Advisory Services (Proprietary) Limited
No. 1 Waterhouse Place
Century City
7441”
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Annexure 2

Extracts of the historical financial information relating to Santam

Set out below are extracts of the audited historical financial information of Santam for the three financial
years ended 31 December 2006. Comparative figures were adjusted for changes in presentation in
subsequent periods.

Consolidated balance sheet at 31 December

2006 2005 2004
R’m R’m R’m

ASSETS

Non-current assets

Property and equipment 59 57 55

Intangible assets 108 80 87

Deferred income tax 27 22 10

Investments in associates 215 239 230

Financial assets

– Equity securities at fair value through income 5 435 4 305 3 574

– Debt securities at fair value through income 2 106 1 572 1 613

Current assets

Reinsurance assets 2 080 2 194 1 833

Deferred acquisition costs 211 181 146

Loans and receivables including insurance receivables 1 394 1 281 1 065

Income tax assets 39 – –

Cash and cash equivalents 5 142 4 927 3 927

Total assets 16 816 14 858 12 540

EQUITY

Capital and reserves attributable to equity holders

Share capital 71 42 1 171

Other reserves 1 119 763 636

Distributable reserves 5 437 4 922 3 615

6 627 5 727 5 422
Minority interest 123 125 60

Total equity 6 750 5 852 5 482

LIABILITIES

Non-current liabilities

Cell-owners’ interest 329 268 47

Deferred income tax 297 256 148

Financial liabilities – investment contracts 276 250 –

Current liabilities

Insurance liabilities 7 694 6 607 5 083

Deferred reinsurance acquisition revenue 74 109 115

Financial liabilities at fair value through income – – 4

Provisions for other liabilities and charges 148 145 113

Trade and other payables 1 213 1 345 1 167

Income tax liabilities 35 26 381

Total liabilities 10 066 9 006 7 058

Total equity and liabilities 16 816 14 858 12 540
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Consolidated income statement for the year ended 31 December

2006 2005 2004
R’m R’m R’m

Gross written premium 12 736 11 355 9 735

Less: Reinsurance premium 2 052 2 011 2 012

Net premium 10 684 9 344 7 723

Less: Net change in unearned premium 481 473 78

Net insurance premium revenue 10 203 8 871 7 645

Investment income 540 482 479

Income from reinsurance contracts ceded 342 404 487

Net gains on financial assets at fair value through income 1 265 1 005 798

Net income 12 350 10 762 9 409

Insurance claims and loss adjustment expenses 8 089 6 905 5 015

Insurance claims and loss adjustment expenses recovered 
from reinsurers (1 052) (1 112) (653)

Net insurance benefits and claims 7 037 5 793 4 362

Expenses for the acquisition of insurance contracts 1 764 1 586 1 429

Expenses for marketing and administration 1 117 1 121 1 216

Expenses for asset management services 46 42 41

Amortisation of intangible assets/Impairment of goodwill 2 4 2

Expenses 9 966 8 546 7 050

Results of operating activities 2 384 2 216 2 359

Finance costs (7) (12) (14)

Share of profit from associates 105 117 37

Profit before tax 2 482 2 321 2 382

Income tax expense (615) (520) (604)

Profit for year 1 867 1 801 1 778

Attributable to:

– Equity holders of Santam 1 844 1 778 1 754

– Minority interest 23 23 24

1 867 1 801 1 778

Earnings attributable to equity holders

Basic earnings per share (cents) 1 574 1 535 1 531

Diluted earnings per share (cents) 1 553 1 506 1 509

Headline earning per share (cents) 1 555 1 540 1 548

Diluted headline earnings per share (cents) 1 535 1 512 1 527

Weighted average number of shares (millions) 117.13 115.82 114.63

Dividend per share (cents) 380 335 290

Special dividend per share (cents) – 650 –
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Consolidated statement of changes in equity at 31 December

2006 2005 2004
R’m R’m R’m

Share capital

Balance at beginning of year 42 1 171 1 130

Share issue 29 27 41

Return of excess capital – (1 156) –

Balance at end of year 71 42 1 171

Other reserves

Balance at beginning of year 763 636 577

Transfer to reserves 177 131 109

Currency translation differences 179 (4) (50)

Balance at end of year 1 119 763 636

Distributable reserves

Balance at beginning of year 4 922 3 615 2 240

Retained income for the year 1 844 1 778 1 754

Transfer to reserves (177) (131) (109)

Share-based payments 13 10 8

Dividends paid (1 165) (350) (278)

Balance at end of year 5 437 4 922 3 615

Minority interest

Balance at beginning of year 125 60 53

Retained income for the year 23 23 24

Dividends paid (20) (10) (18)

Additional interest acquired by minorities – 52 1

Interest sold by minorities (5) – –

Balance at end of year 123 125 60

Total shareholder funds 6 750 5 852 5 482
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Consolidated cash flow statement for the year ended 31 December

2006 2005 2004
R’m R’m R’m

Cash generated from operations 2 203 2 377 2 108

Interest paid (7) (12) (14)

Income tax paid (606) (778) (361)

Net cash from operating activities 1 590 1 587 1 733

Cash flows from investing activities

Cash (utilised)/generated in investment activities (390) 578 (714)

Acquisition of subsidiary, net of cash acquired (30) (61) –

Proceeds from sale of subsidiary, net of cash sold 183 20 9

Cash (sold)/acquired through (sale)/acquisition of subsidiary (188) 281 –

Purchases of equipment (18) (21) (21)

Proceeds from sale of equipment 1 2 9

Capital refund from associated companies 1 4 –

Proceeds from sale of associated companies 23 7 8

Acquisition of associated companies – – (37)

Acquisition of book of business (2) – –

Net cash from investing activities (420) 810 (746)

Cash flows from financing activities

Proceeds from issuance of ordinary shares 29 27 41

Return of surplus capital to shareholders – (1 156) –

Dividends paid to company’s shareholders (1 165) (350) (278)

Dividends paid to minority interests (20) (10) (18)

Increase in cell-owners’ interest 61 88 25

Net cash used in financing activities (1 095) (1 401) (230)

Net increase in cash and cash equivalents 75 996 757

Cash and cash equivalents at beginning of year 4 927 3 927 3 203

Currency translation gains on cash and cash equivalents 140 4 (33)

Cash and cash equivalents at end of year 5 142 4 927 3 927

Accounting policies

The principal accounting policies applied in the preparation of the historical financial information are set out
below.

These policies have been consistently applied to all the years presented.

1. STATEMENT OF COMPLIANCE

The historical financial information has been prepared in accordance with International Financial
Reporting Standards (“IFRS”) and the interpretations issued by the International Accounting Standards
Board (“IASB”), and are in compliance with the JSE Limited’s Listing Requirements and the Companies Act.

2. BASIS OF PRESENTATION

The historical financial information has been prepared under the historical cost convention, modified by
the revaluation of financial assets and financial liabilities (including derivative instruments) at fair value
through income and the application of the equity method of accounting for investments in associated
companies.

The preparation of financial information in accordance with IFRS requires the use of certain critical
accounting estimates. It also requires that management exercise its judgement in the process of applying
the Santam Group’s accounting policies.
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The Santam Group did not early adopt any of the IFRS standards.

All amounts in the historical financial information are presented in Rand, rounded to the nearest million,
unless otherwise stated.

(a) Amendments to published standards effective in 2006

The following amendments to published standards are mandatory for the Santam Group’s
accounting periods beginning on or after 1 January 2006:

• IAS 39 (Amendment) – The Fair Value Option

This amendment restricts the designation opportunities upon initial recognition of financial
instruments for the Santam Group. The designation of an instrument to be at fair value is now
possible when it removes or significantly reduces accounting mismatches in measurement 
or presentation, or where financial instruments are managed and their performance is evaluated
in terms of a documented investment strategy that is reported to management in terms of this
document and is measured on a fair value basis.

The Santam Group was able to continue to measure all financial instruments at fair value
through profit and loss that it previously designated as at fair value through income because 
it met the conditions for designation (refer to accounting policy note 7 for the Santam Group’s
basis of designation).

• IAS 39 and IFRS 4 (Amendment) – Financial Guarantee Contracts

The scope of IAS 39 was amended to include financial guarantee contracts. A financial guarantee
contract is a contract that requires the issuer to make specified payments to reimburse the
contract holder for a loss it incurred because a specified debtor failed to make payment when
due. However, if an issuer of financial guarantee contracts has previously asserted explicitly that
it regards such contracts as insurance contracts and has used accounting applicable to
insurance contracts, the issuer may elect to apply either IAS 39 or IFRS 4 – Insurance Contracts
to such financial guarantee contracts.

The Santam Group has accounted for financial guarantee contracts issued as insurance
contracts and would therefore continue to apply IFRS 4 principles.

(b) Amendments to standards effective in 2006 but not relevant to the Santam Group’s operations

The following standards, amendments and interpretations to published standards are mandatory
for accounting periods beginning on or after 1 January 2006, but they are not relevant to the
Santam Group’s operations:

• IFRS 1 (Amendment) – First time Adoption of IFRS

• IAS 19 (Amendment) – Employee Benefits

• IAS 21 (Amendment) – Net Investment in a Foreign Operation

• IAS 39 (Amendment) – Cash Flow Hedge Accounting of Forecast Intragroup Transactions

• IFRS 6 – Exploration for and Evaluation of Mineral Resources

• IFRIC 4 – Determining whether and Arrangement Contains a Lease

• IFRIC 5 – Rights to Interests arising from Decommissioning, Restoration and Environmental
Rehabilitation Funds

• IFRIC 6 – Liabilities arising from Participating in a Specific Market – Waste Electrical and
Electronic Equipment

(c) Standards and interpretations to published standards that are not yet effective and have not been
early adopted by the Santam Group

The following new interpretations to existing standards have been published. Although they are
mandatory for accounting periods beginning on or after 1 May 2006 or later periods, the Santam
Group has not early adopted:

• IFRS 7 – Financial Instruments: Disclosures

IFRS 7 introduces new disclosures relating to financial instruments. It does not have any impact
on the classification and valuation of the Santam Group’s financial instruments, but defines
disclosure required to explain the risk management procedures applied by the Santam Group.

• IFRIC 8 – Scope of IFRS 2 (effective from annual periods beginning on or after 1 May 2006)

• IFRIC 10 – Interim Financial Reporting and Impairment (effective for annual periods beginning
on or after 1 November 2006)
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The Santam Group will apply these interpretations from 1 January 2007 but it is not expected 
to have any impact on the Santam Group’s reported results.

(d) Interpretations to published standards that are not yet effective and not relevant for the Santam
Group’s operations

• IFRIC 7 – Applying the Restated Approach under IAS 29 – Financial Reporting in
Hyperinflationary Economies (effective from 1 March 2006)

• IFRIC 9 – Reassessment of Embedded Derivatives (effective from annual periods beginning on 
or after 1 June 2006)

3. CONSOLIDATION

(a) Subsidiaries and business combinations

Subsidiaries are all entities (including special purpose entities) over which the Santam Group,
directly or indirectly, has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. The existence and effects
of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Santam Group controls another entity. Subsidiaries are consolidated from
the date on which control is transferred to the Santam Group. Consolidation is discontinued from
the date on which control ceases.

The Santam Group uses the purchase method of accounting to account for the acquisition of
subsidiaries. The cost of an acquisition is measured as the fair value of the stated assets, equity
instruments issued and liabilities incurred or assumed at the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair values at the acquisition
date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over
the fair value of the Santam Group’s share of the identifiable net assets acquired is recorded as
goodwill (see accounting policy note 6). If the cost of acquisition is less than the fair value of the
net assets of the subsidiary acquired, the difference is recognised directly in the income statement.

The Santam Group applies the modified parent company model with respect to transactions with
minority shareholders, whereby the full excess of the cost of the transaction over the acquirer’s
increase in interest in previously recognised assets and liabilities is allocated to goodwill. Disposals
to minority interests result in gains or losses for the Santam Group that are recognised in the
income statement.

Intra-group transactions, balances and unrealised gains on intra-group transactions are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the transferred asset. Subsidiaries’ accounting policies have been changed where
necessary to ensure consistency with the policies adopted by the Santam Group.

Santam accounts for its investment in subsidiaries at cost less provision for impairment.

(b) Associates

Associates are all entities over which the Santam Group has significant influence, but not control
over the financial and operational policies. Significant influence is determined based primarily on
percentage voting rights (generally between 20% and 50%), together with other factors such as
Santam board participation and participation in the policy making process.

Investments in associates are accounted for by using the equity method of accounting and are
initially recognised at cost. The Santam Group’s investment in associates includes goodwill (net of
any accumulated impairment loss) identified on acquisition (see accounting policy note 6).

The Santam Group’s share of its associates’ post-acquisition profits or losses is recognised in the
income statement, and its share of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of
the investment. When the Santam Group’s share of losses in an associate equals or exceeds its
interest in the associate, including any other unsecured receivables, the Santam Group does not
recognise further losses, unless it has incurred obligations or made payments on behalf of the
associate.

Unrealised gains on transactions between the Santam Group and its associates are eliminated to the
extent of the Santam Group’s interest in the associate. Unrealised losses are also eliminated, unless
the transaction provides evidence of an impairment of the asset transferred. Associates’ accounting
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policies have been changed where necessary to ensure consistency with the policies adopted by the
Santam Group.

Equity accounting is discontinued when the Santam Group no longer has significant influence over
the investment.

4. FOREIGN CURRENCY TRANSLATION

(a) Functional and presentation currency

Items included in the historical financial information of each of the Santam Group’s entities are
measured using the currency of the primary economic environment in which the entity operates
(the functional currency). The historical financial information is presented in Rand value, which 
is the Santam Group’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the closing
exchange rates at the dates of the transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the income
statement.

Translation differences on non-monetary items, such as equities held at fair value through income,
are reported as part of the fair value gain or loss.

(c) Group companies

The results and financial position of all Santam Group entities (none of which uses a currency
linked to a hyperinflationary economy) that use a functional currency other than the presentation
currency are translated into the presentation currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing rate at the
date of that balance sheet;

(ii) income and expenses for each income statement presented are translated at average exchange
rates during each period (unless this average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the transaction dates, in which case income and
expenses are translated at the dates of the transactions); and

(iii) all resulting exchange differences are recognised as a separate component of equity.

On consolidation exchange differences arising from the translation of the net investment in foreign entities,
are taken to shareholders’ equity. When a foreign operation is sold, such exchange differences are recognised
in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising from the acquisition of a foreign entity are treated as the foreign
entity’s assets or liabilities and are translated at the closing rate.

5. PROPERTY AND EQUIPMENT

(a) Property

Property consists of a capitalised property lease in London. It is carried at fair value, based on
regular comparisons to prevailing market prices. Surpluses arising from revaluation are credited
to the income statement. Property is not depreciated.

(b) Equipment

Equipment is stated at cost prices less accumulated depreciation and impairment charges.
Depreciation is calculated on the difference between the cost and residual value of the asset and is
charged to the income statement over the estimated useful lives of each significant part of an item
of equipment, using the straight-line basis.

Estimated useful lives are as follows:

Computer equipment 3 years

Furniture and equipment 3 – 5 years

Motor vehicles 5 years
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The assets’ residual values and useful lives are reviewed at each balance sheet date and adjusted 
if appropriate. An asset’s carrying amount is written down to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount. Gains and losses on disposals
are determined by comparing the proceeds with the carrying amount of the assets and are included
in profit or loss before tax.

Repairs and maintenance costs are charged to the income statement during the financial period in
which they are incurred. The cost of major renovations is included in the carrying amount of the asset
when it is probable that future economic benefits of the existing asset will flow to the Santam Group.

(c) Leases

Leases where the lessor retains the risks and rewards of ownership of the underlying asset are
classified as operating leases. Payments made under operating leases are charged to the income
statement in equal instalments over the period of the lease. When an operating lease is terminated,
any payment required by the lessor by way of penalty is recognised as an expense in the period in
which termination takes place.

6. INTANGIBLE ASSETS

(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Santam
Group’s share of the net identifiable assets of the acquired subsidiary/associate at the acquisition
date. Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill on
acquisition of associates is included in the carrying amount of investments in associates. Goodwill
is not amortised but is tested annually for impairment and carried at cost less accumulated
impairment losses. Impairment charges recognised on goodwill are not reversible. Gains and losses
on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. Cash-
generating units (CGUs) are identified according to country of operation with further allocation 
to business entities.

(b) Value of business acquired

Acquired books of business are shown at the cost of acquisition less accumulated amortisation and
impairment charges. Books of business are amortised using the straight line method over the
estimated useful life of the book and are charged to the income statement.

7. FINANCIAL ASSETS

The Santam Group classifies its financial assets into the following categories: financial assets at fair
value through income, loans and receivables and cash and cash equivalents. The classification depends
on the purpose for which the financial assets were acquired. Management determines the classification
of its financial assets at initial recognition and re-evaluates this at every reporting date.

(a) Financial assets at fair value through income

This category has two sub-categories: financial assets held for trading and those designated at fair
value through income at inception. A financial asset is classified as a financial asset at fair value
through income at inception if acquired principally for the purpose of selling in the short term, if
it forms part of a portfolio of financial assets in which there is evidence of short-term profit-taking,
or if so designated by management. Derivatives are also classified as held for trading except when
designated as hedges.

Financial assets designated as at fair value through income at inception are those that are:

• held in funds to match insurance and investment contracts liabilities that are linked to the
changes in fair value of these assets. The designation of these assets to be at fair value through
income eliminates or significantly reduces a measurement or recognition inconsistency
(sometimes referred to as an ‘accounting mismatch’) that would otherwise arise from measuring
assets and liabilities or recognising the gains and losses on them on different bases; and

• managed and whose performance is evaluated on a fair value basis. Information about these
financial assets is provided internally on a fair value basis to the Santam Group’s key
management personnel. The Santam Group’s investment strategy is to invest in equity and debt
securities, and to evaluate them with reference to their fair values. Assets included in these
portfolios are designated upon initial recognition at fair value through income.
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Purchases and sales of investments are recognised on trade date – the date on which the Santam
Group commits to purchase or sell the asset. Investments are initially recognised at cost.
Investments are derecognised when the rights to receive cash flows from the investments have
expired and where the Santam Group has also transferred substantially all the risks and rewards
of ownership.

Financial assets at fair value through income are subsequently carried at fair value. Realised and
unrealised gains and losses arising from changes in the fair value of the ‘financial assets at fair
value through income’ category are included in the income statement in the period in which they
arise.

The fair values of quoted investments are based on current stock exchange bid prices at the close
of business on the balance sheet date. If the market for a financial asset is not active or if it is
unquoted, the Santam Group establishes fair value by using valuation techniques. These include
discounted cash flow analysis, recent arm’s length transactions, premium/discount to net asset
value and price-earnings techniques.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market other than those that the Santam Group intends to sell in the
short term or that it has designated as at fair value through income. Loans and receivables are
initially recognised at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment of loans and receivables
is established when there is objective evidence that the Santam Group will not be able to collect all
amounts due according to their original terms. Receivables arising from insurance contracts are
also classified in this category and are reviewed for impairment as part of the impairment review
of loans and receivables

(c) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term
highly liquid investments and bank overdrafts.

8. IMPAIRMENT OF ASSETS

(a) Financial assets carried at amortised cost

The Santam Group assesses at each balance sheet date whether there is objective evidence that 
a financial asset is impaired. A financial asset is impaired and impairment losses are incurred only
if there is objective evidence of impairment as a result of one or more events that have occurred
after the initial recognition of the asset (a loss event) and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset that can be reliably estimated. Objective
evidence that a financial asset is impaired includes observable data that comes to the attention of
the Santam Group about the following events:

(i) significant financial difficulty of the issuer or debtor;

(ii) a breach of contract, such as a default or delinquency in payments;

(iii) it becoming probable that the issuer or debtor will enter bankruptcy or other financial
reorganisation;

(iv) the disappearance of an active market for that financial asset because of financial difficulties;
or

(v) observable data indicating that there is a measurable decrease in the estimated future cash flow
from a group of financial assets since the initial recognition of those assets, although the decrease
cannot yet be identified with the individual financial assets in the Santam Group, including:

– adverse changes in the payment status of issuers or debtors in the Santam Group; or

– national or local economic conditions that correlate with defaults on the assets in the Santam
Group.

The Santam Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant. If there is objective evidence that an impairment
loss 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 future credit
losses that have been incurred) discounted at the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced through the use of an impairment account and the
amount of the loss is recognised in the income statement. If a loan has a variable interest rate, the
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discount rate for measuring any impairment loss is the current effective interest rate determined
under contract. As a practical expedient, the Santam Group may measure impairment on the basis
of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as improved
credit rating), the previously recognised impairment loss is reversed by adjusting the impairment
account. The amount of the reversal is recognised in the income statement.

(b) Impairment of other non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually 
for impairment. Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. 
An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell
and its value in use. For purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash-generating units).

9. DERIVATIVE FINANCIAL INSTRUMENTS

Derivatives are initially recognised in the balance sheet at cost and subsequently re-measured at their
fair value. These derivatives are regarded as non-hedge derivatives. Changes in the fair value of such
derivative instruments are recognised immediately in the income statement. Quoted derivative
instruments are valued at South African Futures Exchange prices, while unquoted derivatives are valued
independently in terms of the structured product contract.

10. OFFSETTING FINANCIAL INSTRUMENTS

Financial assets and liabilities are offset and the net amount reported in the balance sheet only when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on
a net basis, or to realise the asset and settle the liability simultaneously.

11. SHARE CAPITAL

Shares are classified as equity when there is no obligation to transfer cash or other assets. Incremental
costs directly attributable to the issue of equity instruments are shown in equity as a deduction from the
proceeds, net of tax. Incremental costs directly attributable to the issue of equity instruments as
consideration for the acquisition of a business are included in the cost of acquisition.

12. INSURANCE AND INVESTMENT CONTRACTS – CLASSIFICATION

The Santam Group issues contracts that transfer insurance risk, financial risk or both.

Contracts under which the Santam Group 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 or other beneficiary 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, credit rating, 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
contracts may also transfer some financial risk.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk.

The Santam Group classifies financial guarantee business as insurance contracts.

13. INSURANCE CONTRACTS

Insurance contracts are classified into three main categories, depending on the duration of or type of
insurance risks, namely short-term, long-term and cell insurance.

(a) Short-term insurance

Short-term insurance provides benefits under short-term policies, which include engineering,
guarantee, liability, miscellaneous, motor, accident and health, property, transportation and crop
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policies, or a contract comprising a combination of any of those policies. Short-term insurance
contracts are further classified into the following categories:

• Personal insurance, consisting of insurance provided to individuals and their personal property;

• Commercial insurance, providing cover on the assets and liabilities of business enterprises; and

• Alternative risk insurance, covering both individuals and commercial businesses and including
multi-line/multi-year cover, cell captives, securitisation of risk and/or financial risks.

Terms and conditions of insurance contracts.

Engineering – Provide cover for risks relating to:

• the possession, use or ownership of machinery or equipment, other than a motor vehicle, in the
carrying on of a business;

• the erection of buildings or other structures or the undertaking of other works; and

• the installation of machinery or equipment.

Guarantee – A contract whereby the insurer assumes an obligation to discharge the debts or other
obligations of another person in the event of the failure of that person to do so.

Liability – Provide cover for risks relating to the incurring of a liability other than relating to a risk
covered more specifically under another insurance contract.

Motor – Covers risks relating to the possession, use or ownership of a motor vehicle. This cover can
include risks relating to vehicle accident, theft or damage to third party property or legal liability arising
out of the possession, use or ownership of the insured vehicle.

Accident and health – Provide cover for death, disability and certain health events. This excludes the
benefits to the provider of health services, and linked directly to the expenditure in respect of health
services.

Property – Covers risks relating to the use, ownership, loss of or damage to movable or immovable
property other than a risk covered more specifically under another insurance contract.

Transportation – Covers risks relating to the possession, use or ownership of a vessel, aircraft or other
craft or for the conveyance of persons or goods by air, space, land or water. It also covers risks relating
to the storage, treatment or handling of goods that are conveyed.

Crop – Provide indemnity for crops while still on the field against hail, drought and excessive rainfall.
Cover ceases as soon as harvesting has taken place.

Recognition and measurement

(i) Premiums

Gross premiums exclude value-added tax and inter-group reinsurance treaty premiums. Premiums
are accounted for as income when the risk related to the insurance policy incepts. Inward
reinsurance agreement premiums are accounted for on a claims-notified basis. Premiums are
shown before deduction of commission payable to intermediaries.

(ii) Provision for unearned premiums

The provision for unearned premiums represents the portion of the current year’s premiums that
relate to risk periods extending into the following year. Unearned premium is calculated using the
365th method, except for insurance classes where allowance is made for uneven exposure.

(iii) Provision for unexpired risk

Provision is made for underwriting losses that may arise from unexpired risks when it is
anticipated that unearned premiums will be insufficient to cover future claims.

(iv) Provision for claims

Provision is made on a prudent basis for the estimated final cost of all claims that had not been
settled on the accounting date, less amounts already paid. Claims and loss adjustment expenses are
charged to income as incurred based on the estimated liability for compensation owed to contract
holders or third parties damaged by the contract holders. Santam’s own assessors or external
assessors individually assess claims. The claims provision includes an estimated portion of the
direct expenses of the claims and assessment charges.

(v) Provision for claims incurred but not reported (“IBNR”)

Provision is also made for claims arising from insured events that occurred before the close of the
accounting period, but which had not been reported to Santam at that date.
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(vi) Deferred policy acquisition cost (“DAC”)

Commissions and other acquisition costs that vary with and are related to securing new contracts
and renewing existing contracts are deferred over the period in which the related premiums are
earned, and recognised as a current asset. All other costs are recognised as expenses when
incurred.

(vii) Reinsurance contracts held

Contracts entered into by the Santam Group with reinsurers under which the Santam Group is
compensated for losses on one or more contracts issued by the Santam Group and that meet the
classification requirements for insurance contracts in accounting policy note 12 are classified as
reinsurance contracts held. Contracts that do not meet these classification requirements are
classified as financial assets. Income received from insurance contracts entered into by the Santam
Group under which the contract holder is another insurer (inwards reinsurance) are included with
premium income.

The benefits to which the Santam Group is entitled under its reinsurance contracts held are
recognised as assets. These assets consist of short-term balances due from reinsurers (classified
within loans and receivables) on settled claims, as well as receivables (classified as reinsurance
assets) that are dependent on the gross outstanding claims and IBNR provisions. Amounts
recoverable from or due to reinsurers are measured consistently with the amounts associated with
the reinsured insurance contracts and in accordance with the terms of each reinsurance contract.
Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are
recognised as an expense when incurred.

The Santam Group assesses its reinsurance assets for impairment on a six-monthly basis. If there
is objective evidence that the reinsurance asset is impaired, the Santam Group reduces the carrying
amount of the reinsurance asset to its recoverable amount and recognises that impairment loss in
the income statement. The Santam Group gathers the objective evidence that a reinsurance asset 
is impaired using the same process adopted for financial assets held at amortised cost. The
impairment loss is also calculated following the same method used for these financial assets.

(viii) Contingency reserve

A contingency reserve is maintained at 10% of net written premium of southern African business.
The utilisation of this reserve, in case of a catastrophe, is subject to the approval of the Financial
Services Board. Transfers to this reserve are reflected in the statement of changes in equity, and are
indicated in the balance sheet as part of ‘Other reserves’ under ‘Equity’.

(ix) Receivables and payables related to insurance contracts

Receivables and payables are recognised when due. These include amounts due to and from agents,
brokers and insurance contract holders and are included under loans and receivables and trade and
other payables.

If there is objective evidence that the insurance receivable is impaired, the Santam Group reduces
the carrying amount of the insurance receivable accordingly and recognises that impairment loss
in the income statement. The Santam Group gathers objective evidence that an insurance receivable
is impaired using the same process adopted for loans and receivables. The impairment loss is also
calculated according to the same method used for these financial assets.

(x) Salvage reimbursements

Some insurance contracts permit the Santam Group to sell (usually damaged) property acquired in
settling a claim (i.e. salvage). The Santam Group may also have the right to pursue third parties
for payment of some or all costs (i.e. subrogation). Estimates of salvage recoveries are included as
an allowance in the measurement of the insurance liability for claims. The allowance is the amount
that can reasonably be recovered from the disposal of the property.

Subrogation reimbursements are also considered as an allowance in determining the insurance
liability for claims and are recognised in other assets when the liability is settled. The allowance is
the assessment of the amount that can be recovered from the action against the liable third party.

(b) Long-term insurance

These contracts provide long-term benefits usually associated with insured events such as death or
retirement. Long-term insurance contracts underwritten mainly consist of funeral policies with
limited exposure to group life risks. Premiums are recognised as revenue when they become
payable by the contract holder. Premiums are shown before deduction of commission. Benefits are
recorded as an expense when they are incurred.
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The liabilities under life insurance contracts are valued in terms of the Financial Soundness
Valuation (FSV) basis containing a discounted cash flow valuation based on best estimates of future
cash flows plus margins for adverse deviation as prescribed by PGN 104 issued by the Actuarial
Society of South Africa and are reflected as ‘Financial liabilities’ in the balance sheet. The operating
surpluses or losses arising from life insurance contracts are determined by the annual valuation.
These surpluses or losses are arrived at after taking into account the movement within the
policyholder liabilities.

(c) Cell insurance

The Santam Group offers cell captive facilities to clients. Cells are classified as special purpose
entities and are regarded as being controlled by the cell owner. For this reason, such cell captive
facilities are not consolidated by the Santam Group.

In the case of third party cells, the insurer is still the principal to the insurance transaction,
although the business is written on behalf of the cell owner. The insurer, however, in substance
reinsures this business to the cell as the cell owner remains responsible for the solvency of the cell.

The cell owners’ interest represents the cell owners’ funds held by the insurer.

Administration fees charged by the insurer on cell business are recognised as income when the fees
are incurred.

(d) Liability adequacy test

At each balance sheet date, liability adequacy tests are performed to ensure the adequacy of the
contract liabilities net of related DAC assets. In performing these tests, current best estimates 
of future contractual cash flows and claims handling and administration expenses are used. 
Any deficiency is immediately charged to profit or loss initially by writing off DAC and by
subsequently establishing a provision for losses arising from liability adequacy tests (the unexpired
risk provision). Any DAC written off as a result of this test cannot subsequently be reinstated.

14. INVESTMENT CONTRACTS

Policyholder contracts that do not transfer significant insurance risk are classified as investment
contracts. These contracts are disclosed on the balance sheet as ‘Financial liabilities’ under non-current
liabilities, except for collateral guarantee policies which are included in ‘Trade and other payables’ and
are measured at amortised cost. The proceeds from payments against these contracts are excluded from
the income statement and recognised directly against the liability. The results from investment contracts
included in the income statement are limited to facility and administration fees earned as well as fair
value gains or losses from the revaluation of assets underlying the investment contracts that are not
attributable to policyholders.

15. DEFERRED INCOME TAX

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the historical financial
information. However, if the deferred income arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither the
accounting nor the taxable profit or loss, it is not accounted for. Deferred income tax is determined using
tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled.

The principal temporary differences arise from depreciation of fixed assets, fair valuation of investments
and provisions. Deferred tax assets relating to the carry forward of unused tax losses are recognised to
the extent that it is probable that future taxable profit will be available against which the unused tax
losses can be utilised.

Unused STC credits are recognised as a deferred tax asset when it is probable that these credits will be
utilised.

Deferred tax assets end deferred tax liabilities are offset only if:

• the entity has a legally enforceable right to set off current tax assets against current tax liabilities;
and

• the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same taxation
authority on either:

– the same taxable entity; or
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– different taxable entities which intend either to settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

16. EMPLOYEE BENEFITS

(a) Pension obligations

The Santam Group has only defined contribution pension plans. A defined contribution plan 
is a pension plan under which the Santam Group pays a fixed contribution into a separate entity.
The Santam Group has no legal or constructive obligation to pay further contributions if the fund
does not hold sufficient assets to pay all employees the benefits relating to employee service in the
current and prior periods. For defined contribution plans, the Santam Group pays contributions 
to publicly and privately administered pension insurance plans on a mandatory basis. The Santam
Group has no further payment obligations once the contributions have been paid. The contributions
are recognised as employee benefit expenses when they are due. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in the future payments 
is available.

(b) Other post-employment obligations

The Santam Group has provided in full for its contractual medical contribution commitments 
in respect of pensioners. The Santam Group carries downside exposure (liability exceeds assets) on
the policy. The present value of this post-retirement medical aid obligation is actuarially determined
annually and any deficit on the underlying security is immediately recognised in the income
statement. Any surplus on the underlying security is not recognised in the income statement as it
belongs to the South African pension fund.

(c) Share-based compensation

In 2006, Santam implemented a new long-term incentive and retention bonus scheme, replacing the
existing share incentive scheme. As a result, share options will no longer be issued to staff, but
existing issued share options will be allowed to be taken up by staff on the respective due dates.

In terms of the new long-term incentive and retention bonus scheme, employees are paid bonuses
that vest over a period of between three and five years. The beneficiaries under the scheme, which
include executive directors, executive management and senior management employed on a full time
basis, are not entitled to the benefits under the scheme before the vesting dates. The costs associated
with the bonuses are recognised in the income statement over the vesting period.

The new scheme also has a share purchase alternative option for executive management (“EXCO”)
only. In terms of this scheme, EXCO members receive an interest bearing loan with the intention to
purchase Santam shares. The loans are repayable in four years time and are included under loans
and receivables in the balance sheet.

The existing equity-settled share-based compensation plan will continue to run out. The fair value
of the employee services received in exchange for the grant of the options is recognised as an
expense. The total amount to be expensed over the vesting period is determined by reference to the
fair value of the options granted, excluding the impact of any non-market vesting conditions (for
example, profitability and premium income growth targets). Non-market vesting conditions are
included in assumptions about the number of options that are expected to become exercisable. 
At each balance sheet date, the entity revises its estimates of the number of options that are
expected to become exercisable. It recognises the impact of the revision of original estimates, if any,
in the income statement, and a corresponding adjustment to equity over the remaining vesting
period.

The proceeds received net of any directly attributable transaction costs are credited to share capital
(nominal value) when the options are exercised.

(d) Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement
date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. 
The Santam Group recognises termination benefits when it is demonstrably committed to either:
terminating the employment of current employees according to a detailed formal plan without
possibility of withdrawal; or providing termination benefits as a result of an offer made to
encourage voluntary redundancy.
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(e) Profit-sharing and bonus plans

The Santam Group recognises a liability and an expense for bonuses and profit sharing, based on
a formula that takes into consideration the profit attributable to Santam’s shareholders after certain
adjustments. The Santam Group recognises a provision where contractually obliged or where there
is a past practice that has created a constructive obligation.

17. PROVISIONS

Provisions are recognised when the Santam Group has a present legal or constructive obligation as 
a result of past events, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.

Employee entitlements to annual leave and long service leave are recognised when they accrue to
employees. Provision is made for the estimated liability for annual leave and long-service leave as a result
of services rendered by employees up to the balance sheet date.

18. TRADE AND OTHER PAYABLES

Trade and other payables, including accruals, are recognised when the Santam Group has a present
obligation arising from past events, the settlement of which is expected to result in an outflow of
economic benefits from the Santam Group. Trade and other payables are carried at amortised cost.

19. OTHER REVENUE RECOGNITION

(a) Interest income

Interest income from financial assets that are classified as at fair value through income is
recognised using the effective interest method.

(b) Dividend income

Dividend income from financial assets classified as at fair value through income is recognised on
the last date to register. Preference share dividends are recognised using the effective interest rate
method.

20. DIVIDEND DISTRIBUTION

Dividend distribution to Santam’s shareholders is recognised as a liability in the Santam Group’s
historical financial information in the period in which the Santam board approves the dividend.

21. SOLVENCY MARGIN

The solvency margin is calculated by expressing the total shareholders’ funds as a percentage of the
consolidated net written premium for the past 12 months.

22. COMPARATIVES

Comparative figures with regards to financial assets have been restated with the reclassification 
of unquoted redeemable preference shares from equity securities to debt securities to the value of 
R741 million.
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Annexure 3

Trading history of Santam ordinary shares on the JSE

The high, low, closing prices and volumes of Santam shares on the JSE since 1 January 2004 to the last
practicable date, were:

High Low Close Volume
(cents) (cents) (cents)

Quarterly

2004
March 4 899 4 480 4 815 5 976 682
June 5 800 4 800 5 630 6 458 709
September 7 100 5 425 7 100 5 071 702
December 8 100 6 620 6 905 4 986 465

2005
March 7 300 5 650 6 600 6 453 354
June 7 450 6 550 7 180 5 633 338
September 8 500 6 600 8 050 5 354 097
December 9 500 7 500 8 500 9 408 339

2006
March 8 699 6 300 6 690 7 842 774
June 8 650 6 500 7 550 13 756 672
September 8 779 7 500 8 745 3 813 307
December 9 625 8 202 9 550 2 040 372

Monthly

2006
January 8 895 8 030 8 800 2 261 845
February 9 500 8 300 9 163 2 081 036
March 9 200 7 500 8 500 5 065 458
April 8 699 8 250 8 400 1 447 444
May 8 500 7 002 7 350 2 202 020
June 7 700 6 300 6 690 4 193 310
July 7 200 6 500 7 000 3 104 513
August 8 650 6 742 8 499 4 101 101
September 8 600 7 200 7 550 6 551 058
October 8 000 7 500 7 900 1 722 590
November 8 505 7 849 8 505 1 201 307
December 8 779 8 300 8 745 889 410

2007
January 9 500 8 202 9 200 1 916 539

Daily

12 January 2007 8 700 8 599 8 640 53 118
15 January 2007 8 850 8 700 8 825 129 172
16 January 2007 9 000 8 800 8 800 98 245
17 January 2007 8 800 8 520 8 750 18 490
18 January 2007 8 750 8 700 8 700 109 745
19 January 2007 8 605 8 312 8 500 51 084
22 January 2007 8 550 8 400 8 500 163 219
23 January 2007 8 745 8 505 8 725 18 755
24 January 2007 8 801 8 725 8 800 81 045
25 January 2007 8 925 8 800 8 876 111 598
26 January 2007 8 905 8 850 8 903 34 186
29 January 2007 9 000 8 900 8 988 15 724
30 January 2007 9 500 8 988 9 500 26 630
31 January 2007 9 450 9 200 9 200 55 939

1 February 2007 9 373 9 200 9 300 23 959
2 February 2007 9 625 9 310 9 550 99 874
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High Low Close Volume
(cents) (cents) (cents)

Daily

5 February 2007 9 640 9 550 9 600 351 734
6 February 2007 9 650 9 599 9 640 369 290
7 February 2007 9 611 9 600 9 600 371 435
8 February 2007 9 610 9 599 9 600 161 439
9 February 2007 9 600 9 500 9 570 127 917

12 February 2007 9 610 9 580 9 600 123 076
13 February 2007 9 601 9 550 9 550 68 760
14 February 2007 9 570 9 499 9 499 56 196
15 February 2007 9 500 9 400 9 450 33 138
16 February 2007 9 450 9 288 9 288 121 592
19 February 2007 9 410 9 349 9 350 503 422
20 February 2007 9 400 9 300 9 331 122 095
21 February 2007 9 401 9 300 9 395 110 812
22 February 2007 9 490 9 399 9 430 101 538
23 February 2007 9 490 9 450 9 490 46 554

Source: I-Net Bridge.
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Annexure 4

Fair and reasonable opinion from RMB regarding the offers

“The Directors
1 Sportica Crescent
Tyger Valley
Bellville

2 March 2007

Dear Sirs

OPINION REGARDING THE SANTAM REPURCHASE OFFER AND THE SANLAM OFFER (“the offers”)

INTRODUCTION

FirstRand Bank Limited acting through Rand Merchant Bank Corporate Finance (“RMB”) has been
appointed by the Board of Directors of Santam to provide them with an opinion as to whether the
consideration to be received by Santam shareholders in terms of the offers is fair and reasonable.

Full details of the offers are contained in the document to be posted to Santam shareholders in respect of the
offers, in which a copy of this letter will be included. All terms not otherwise defined in this letter have 
the meanings given to them in that document.

PROCEDURES

In arriving at our opinion we have, amongst other things:

• reviewed the audited annual financial statements of Santam for the three most recent financial years;

• reviewed additional information, including financial forecasts prepared by the management of Santam
relating to the business, cash flow, earnings, net assets and prospects of the business;

• considered the historical share prices of and volumes traded in Santam shares; and

• held discussions with the executive directors of Santam and other members of the Santam management
team, reviewed such other analyses from Santam and considered such other matters as we consider
necessary, including assessing conditions in the short-term insurance industry.

VALUATION

RMB performed valuations of Santam to determine whether the consideration represents fair value to
Santam shareholders. The primary methodology employed was a discounted cash flow valuation. This was
supplemented with other valuation methodologies such as relative share price analysis as well as
comparative valuation methodologies.

OTHER FACTS AND PROCEDURES

Our opinion is necessarily based upon market, economic and other conditions as they exist on, and can be
evaluated as at, the date hereof. In formulating our opinion we have not addressed the underlying business
decision to effect the transaction.

In particular, this letter and opinion is provided to the Board in connection with and for the purpose of their
consideration of the offers and the Board’s recommendation thereof to the Santam minority shareholders.

Budgets/projections/forecasts relate to future events and are based on assumptions which may not remain
valid for the whole of the relevant period. Consequently, this information cannot be relied upon to the same
extent as that derived from audited financial statements for completed accounting periods. We accordingly
express no opinion as to how closely actual results will correspond to those projected/forecasted by the
management of Santam.
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DEFINITION OF “FAIR AND REASONABLE”

For the purposes of this opinion the assessment of fairness is primarily based on quantitative issues. 
The transaction would be considered to be fair to the shareholders if the total consideration of the transaction
is equal to or greater than the valuation.

The reasonableness of the transaction, however, is determined based on qualitative issues surrounding the
transaction. Therefore, a transaction that is unfair may still be reasonable, or vice versa, after taking into
consideration other significant factors.

A shareholder’s decision regarding whether the consideration to be received in terms of the transaction 
is fair and reasonable may be influenced by particular circumstances. A shareholder should accordingly
consult an independent advisor if there is in any doubt as to the merits of the transaction, considering
personal circumstances the transaction and the opinion of the independent expert does not purport to cater
for individual shareholders’ position but rather the general body of shareholders.

OPINION

On the basis of and subject to the aforegoing, RMB is of the opinion that the consideration to be received 
by Santam shareholders in terms of the offers is fair and reasonable.

OTHER INFORMATION

Shareholders should consult an independent advisor if they are in any doubt as to the merits of the
transaction, considering their individual circumstances.

Shareholders are advised that there are Capital Gains Tax (“CGT”) implications arising from the offers.
Consequently, shareholders are advised to consult their tax advisers concerning the CGT treatment
applicable to their circumstances.

MATERIAL INTERESTS

Whilst FirstRand Bank Limited or its subsidiary companies and their respective directors may hold shares
in Santam or Sanlam in the ordinary course of their portfolio investments, RMB Corporate Finance has no
interest, direct or indirect, beneficial or non-beneficial, in Santam or Sanlam or in the outcome of the offers.

CONSENT
We hereby consent to the inclusion of this letter and the references to our opinion in the document to Santam
shareholders in the form and context in which they appear.

Yours faithfully

For and on behalf of FirstRand Bank Limited, 
acting through Rand Merchant Bank Corporate Finance

1 Merchant Place
Corner Fredman Drive and Rivonia Road
Sandton, 2196
(PO Box 786273, Sandton, 2146)”
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Santam Limited
(Incorporated in the Republic of South Africa)

(Registration number 1918/001680/06)
JSE Share code: SNT NSX Share code: SNM

ISIN: ZAE000006854

(“Santam” or “the Company”)

Notice of General Meeting

The definitions commencing on page 4 of the circular to which this notice of general meeting is attached
have, where appropriate, been used in this notice of general meeting.

Notice is hereby given that a general meeting of the Company’s shareholders (“the general meeting”) will 
be held at 10:00 on Thursday 29 March 2007, in the Auditorium, Santam Head Office, 1 Sportica Crescent,
Tyger Valley, Bellville for the purpose of considering and, if deemed fit, passing, with or without
modification, the following special and ordinary resolutions:

Special resolution number 1

“Resolved that, subject to the fulfilment of the repurchase offer suspensive conditions, the purchase of
shares in the Company by the Santam subsidiary in accordance with the provisions of the repurchase offer
be and is hereby approved by way of a specific approval in terms of the provisions of sections 85 to 89 
(both inclusive) of the Act, and article 16.A.2 of the articles of association of the Company.”

The specific approval is subject to the provisions of the Act, the articles of association of the Company and
the Listings Requirements.

Reason for and effect of special resolution number 1

The reason for and effect of special resolution number 1 is to authorise the Santam subsidiary to purchase 
a maximum of 10% of the issued ordinary share capital of Santam from Santam shareholders, at the
repurchase offer consideration of R102.00 per Santam share.

Special resolution number 2

“Resolved that, subject to the fulfilment of the preference shares suspensive conditions, the authorised
share capital of the Company be and is hereby increased by the creation of 12 000 000 non-redeemable, non-
participating, non-cumulative preference shares with no par value, bearing the rights and privileges
contained in the new article 90 to be inserted into the Company’s articles of association in accordance with
special resolution number 4 below.”

Reason for and effect of special resolution number 2

The reason for and effect of special resolution number 2 is to increase the Company’s authorised share capital
in order to create 12 000 000 non-redeemable, non-participating, non-cumulative preference shares with no
par value which will have the rights and privileges contained in the new article 90 to be inserted into the
Company’s articles of association in accordance with special resolution number 4 below. The new authorised
preference share capital will enable the directors to issue preference shares to raise cost-effective permanent
share capital as part of the Company’s general capital re-organisation programme.

Special resolution number 3

“Resolved that, subject to the fulfilment of the preference shares suspensive conditions, paragraph 4 of the
memorandum of association of the Company be and is hereby replaced by the following new paragraph 4:
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4. Capital

(a) Par value: The number of par value shares: Nil.

(b) No par value: The number of no par value shares is:

(i) 150 000 000 ordinary no par value shares; and

(ii) 12 000 000 non-redeemable, non-participating, non-cumulative no par value preference shares.”

Reason for and effect of special resolution number 3

The reason for and effect of special resolution number 3 is to amend the Company’s existing memorandum
of association in order to provide for the 12 000 000 non-redeemable, non-participating, non-cumulative
preference shares with no par value created pursuant to special resolution number 2 above.

Special resolution number 4

“Resolved that, subject to the fulfilment of the preference shares suspensive conditions, the articles of
association of the Company be and are hereby amended by the insertion of a new article 90, as follows:

90. NON-REDEEMABLE, NON-PARTICIPATING, NON-CUMULATIVE PREFERENCE SHARES

The following are the rights, privileges and restrictions which attach to the non-redeemable, 
non-participating, non-cumulative preference shares with no par value.

Definitions

The following words and expressions shall, when used in this article 90 bear the meanings assigned 
to them below and cognate words and expressions shall bear corresponding meanings:

“Act” means the Companies Act, 1973, as amended from time to time;

“Business Day” means any day other than a Saturday, Sunday or statutory public holiday in the
Republic of South Africa;

“Deemed Capital Value” means R100.00 per Non-Redeemable Preference Share, being the deemed
value of each Non-Redeemable Preference Share for the purposes of calculating the Preference
Dividend, notwithstanding the issue price of each Non-Redeemable Preference Share which may vary
because of a difference in the price at which the Non-Redeemable Preference Shares may be issued
from time to time;

“holder” means the holder of a Non-redeemable Preference Share;

“Income Tax Act” means the Income Tax Act, 1962, as amended from time to time;

“Issue Date” means the date on which a Non-Redeemable Preference Share is allotted and issued;

“Non-Redeemable Preference Shares” means 12 000 000 non-redeemable, non-participating, 
non-cumulative preference shares with no par value in the share capital of the Company;

“Preference Dividend” means a non-cumulative, non-participating, preference cash dividend or
distribution calculated in accordance with the provisions of this article 90;

“Preference Dividend Date” means 31 March and 30 September in each calendar year;

“Preference Dividend Period” means each consecutive six calendar month period commencing 
on the day following a Preference Dividend Date up to and including the next Preference Dividend
Date, provided that the first Preference Dividend Period in respect of a Non-Redeemable Preference
Share shall commence on the day following the Issue Date, and shall end on (and including) the first
Preference Dividend Date following the Issue Date;

“Preference Dividend Rate” means, in respect of a Non-Redeemable Preference Share, the rate
determined by the directors on or before the Issue Date.

90.1 Issue and allotment

The Company may from time to time issue Non-Redeemable Preference Shares at such issue price
as the directors may resolve, and such Non-Redeemable Preference Shares shall have the rights
and privileges set out below.
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90.2 Winding-up

Each Non-Redeemable Preference Share shall confer on the holder thereof the right, before any
payment is made in respect of the ordinary shares, to a return of capital on the winding-up of the
Company in an amount equal to the aggregate issue price of all the Non-Redeemable Preference
Shares in issue, divided by the number of Non-Redeemable Preference Shares in issue.

90.3 Preference Dividends

90.3.1 Each Non-Redeemable Preference Share will confer on the holder the right, subject to the
provisions of the Act, to receive a Preference Dividend in priority to dividends or
distributions in respect of the ordinary shares.

90.3.2 Each Preference Dividend, if declared on a Preference Dividend Date, shall be calculated 
by applying the Preference Dividend Rate (determined on a 365-day year factor, daily and
in arrear) to the Deemed Capital Value for the number of days in the relevant Preference
Dividend Period that ends on the said Preference Dividend Date.

90.3.3 The Preference Dividend shall:

90.3.3.1 if it is declared, accrue on the Preference Dividend Date on or in respect of which
it is declared; and

90.3.3.2 if it is declared, be due and payable by no later than the twenty-first Business 
Day following the aforesaid Preference Dividend Date, failing which it shall be in
arrear.

90.3.4 If a Preference Dividend is not declared by the Company on a Preference Dividend Date that
falls on the last day of a Preference Dividend Period:

90.3.4.1 no Preference Dividend shall accrue, accumulate or become due and payable in
respect of the aforementioned Preference Dividend Period; and

90.3.4.2 the Company shall not be entitled to declare any dividend or to make any
distribution or payment in respect of the ordinary shares in the share capital of the
Company, and/or to repurchase any of its ordinary shares in respect of such
Preference Dividend Period.

90.4 General

90.4.1 If there is any amendment to the Income Tax Act (which amendment is uniformly
applicable to all taxpayers and not only because of the particular circumstances of the
Company or any holder) that results in tax becoming payable by a holder in respect of the
Preference Dividends (including an increase in any such tax) (“Reduced Return”) and
which amendment concomitantly results in reduced costs for the Company (including,
without limitation, a reduction in tax payable by the Company) in servicing the Non-
Redeemable Preference Shares (“Reduced Cost”), the Preference Dividend Rate shall be
increased by adding the lesser of the annualised Reduced Return per Non-Redeemable
Preference Share or the annualised Reduced Cost per Non-Redeemable Preference Share,
expressed as a percentage of the Deemed Capital Value per Non-Redeemable Preference
Share. Conversely, if there is any amendment to the Income Tax Act (which amendment is
uniformly applicable to all taxpayers and not only because of the particular circumstances
of the Company or any holder) that results in the abolition or decrease in any tax payable
by a holder in respect of the Preference Dividends (“Enhanced Return”), and which
amendment concomitantly results in increased costs for the Company (including, without
limitation, an increase in tax payable by the Company) in servicing the Non-Redeemable
Preference Shares (“Increased Cost”), the Preference Dividend Rate shall be decreased by
deducting the lesser of the annualised Enhanced Return per Non-Redeemable Preference
Share or the annualised Increased Cost per Non-Redeemable Preference Share, expressed as
a percentage of the Deemed Capital Value per Non-Redeemable Preference Share.

90.4.2 The Company shall be entitled to require its auditors, for the time being, to verify whether
it is obliged to increase or decrease the Preference Dividend Rate in accordance with article
90.4.1 and to determine the extent of such increase or decrease. The auditors, in deciding
whether such increase or decrease is required and determining the extent thereof, shall act
as experts and not as arbitrators and their decision shall, in the absence of manifest error,
be final and binding on the Company, all the holders and all other shareholders of the
Company. The costs of such auditors in making such determination shall be borne and paid
by the Company.
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90.4.3 The Non-Redeemable Preference Shares shall not confer on any holder the right to any
participation in the profits or assets of the Company (including, but not limited to the right
to participate in any of the surplus assets on the winding-up of the Company) except as set
out in this article 90.

90.4.4 The terms of the Non-Redeemable Preference Shares may not be varied without the prior
sanction of a resolution passed at a separate class meeting of the holders in the same
manner mutatis mutandis as a special resolution. In addition, the Company shall not,
without the prior sanction of a resolution passed at a separate class meeting of the holders
in the same manner mutatis mutandis as a special resolution, create or issue any shares
in the capital of the Company, other than redeemable preference shares, ranking, as
regards rights to dividends, or on a winding-up as regards capital, in priority to or pari
passu with the Non-Redeemable Preference Shares. The creation and/or issue of such
redeemable preference shares will not amount to a variation of the terms of the Non-
Redeemable Preference Shares.

90.4.5 The Company shall be obliged to give the holders notice, in terms of the Act, of any meeting
of the holders. At every meeting of the holders, the provisions of these articles relating to
general meetings of ordinary members shall apply, mutatis mutandis.

90.4.6 The holders shall not be entitled to vote, either in person or by proxy, at any meeting of the
Company, by virtue of or in respect of the Non-Redeemable Preference Shares, except if any
one or more of the following circumstances prevail at the date of the meeting;

90.4.6.1 during any period commencing on the ninetieth day after a Preference Dividend
Date on which a Preference Dividend has been declared, and during which period
the Preference Dividend or any part thereof remains unpaid; and/or

90.4.6.2 n respect of a proposed resolution of the Company which directly affects any of the
rights attached to the Non-Redeemable Preference Shares or the interests of the
holders including, but not limited to, a resolution for the winding-up of the
Company or for the reduction of its capital, in which event the holders shall be
entitled to vote only on such resolution.

90.4.7 At every general meeting of the Company at which the holders are present and entitled to
vote, a holder shall be entitled to one vote per Non-Redeemable Preference Shares held by
him.

Reason for and effect of special resolution number 4

The reason for and effect of special resolution number 4 is to amend the Company’s existing articles 
of association in order to set out the rights, privileges and restrictions which shall attach to the 
non-redeemable, non-participating, non-cumulative preference shares created pursuant to special resolution
number 2 above.

Ordinary resolution number 1

“Resolved that, subject to the fulfilment of the preference shares suspensive conditions, 6 000 000
preference shares in the authorised share capital of the Company be and are hereby placed under the control
of the directors of the Company as a general authority in terms of section 221(2) of the Companies Act, 1973,
for allotment and issue to such persons as the directors deem fit and that this general authority will lapse
on the next annual general meeting of the Company.”

Ordinary resolution number 2

“Resolved that, any one of the directors of the Company be and is hereby authorised to sign all such
documents and to do all such things as may be necessary for or incidental to the implementation of the
resolutions to be proposed at the general meeting at which this ordinary resolution number 2 will be
proposed.”
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Voting and proxies

A shareholder entitled to attend and vote at the general meeting is entitled to appoint one or more proxies 
to attend, speak and vote in his/her stead. A proxy need not be a member of the Company. For the convenience
of registered certificated shareholders or shareholders who have dematerialised their shares with own name
registration, a form of proxy (blue) is attached hereto. Duly completed forms of proxy must be lodged at the
registered office of the Company or at the transfer secretaries in South Africa at the addresses below by no
later than 10:00 on Tuesday 27 March 2007.

Shareholders who have dematerialised their shares and have not selected own name registration must advise
their CSDP/broker of their voting instructions should they be unable to attend the general meeting but wish
to be represented thereat. Dematerialised shareholders without own name registration should contact their
CSDP/broker with regard to the cut-off time for their voting instructions. If, however, such persons wish 
to attend the general meeting in person, then they will need to request their CSDP/broker to provide them
with the necessary authority in terms of the custody agreement entered into between the dematerialised
shareholder and their CSDP/broker.

By order of the Santam board

S Bray
Company secretary

Bellville
7 March 2007

Registered office Transfer secretaries in South Africa

1 Sportica Crescent Computershare Investor Services 2004 (Proprietary) Limited
Tyger Valley Ground Floor
Bellville, 7530 70 Marshall Street
(PO Box 3881, Tyger Valley, 7536) Johannesburg, 2001

(PO Box 61051, Marshalltown, 2107)
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Santam Limited
(Incorporated in the Republic of South Africa)

(Registration number 1918/001680/06)
JSE Share code: SNT NSX Share code: SNM

ISIN: ZAE000006854
(“Santam” or “the Company”)

Form of proxy

This form of proxy is for use only by certificated shareholders or shareholders who have dematerialised their shares with
own name registration and who are unable to attend the general meeting of shareholders (“the general meeting”) to be held
at 10:00 on Thursday 29 March 2007, in the Auditorium, Santam Head Office, 1 Sportica Crescent, Tyger Valley, Bellville.

Other dematerialised shareholders are advised to contact their Central Securities Depository Participant (“CSDP”) or
broker with their voting instructions in respect of the general meeting. Dematerialised shareholders who wish to attend
the general meeting should obtain a letter of representation from their CSDP/broker.

I/We

(NAME IN BLOCK LETTERS)

of (address)

being the holder of ordinary shares in the capital of the Company, do hereby appoint (see notes):

1 or failing him/her,

2 or failing him/her,

3 the chairperson of the general meeting,

as my/our proxy to attend and speak for me/us and on my/our behalf at the general meeting and at any adjournment
thereof and to vote or abstain from voting as indicated below on the resolutions to be considered at the general meeting:

In favour of Against Abstain

Special resolution number 1 – specific 
authority to repurchase shares

Special resolution number 2 – increase 
in authorised share capital

Special resolution number 3 – amendment to 
memorandum of association

Special resolution number 4 – amendment to 
articles of association

Ordinary resolution number 1 – general 
authority to issue preference shares

Ordinary resolution number 2 – authority 
to directors to implement resolutions

Note: Please indicate with an “X” or the number of shares in the spaces above how you wish your votes to be cast. If no
indication is given, the proxy will vote or abstain in his discretion.

Any ordinary shareholder of the Company entitled to vote at the general meeting may appoint a proxy or proxies to attend,
speak and vote in his stead. A proxy need not be a shareholder of the Company.

Every person present and entitled to vote at the general meeting shall, on a show of hands, have one vote only, and on a
poll, shall have one vote for every ordinary share held or represented.

Signed at on 2007

Signature/s

Name in BLOCK LETTERS (full name if signing in representative capacity – see note 8)

Assisted by (where applicable) (state capacity and full name)

Please read the notes appearing on the reverse hereof.



Instructions for signing and lodging this form of proxy:

1. This form of proxy should only be used by certificated shareholders or shareholders who have dematerialised their
shares with own name registration.

2. All other shareholders who have dematerialised their shares through a CSDP or broker and wish to attend the general
meeting, must provide the CSDP or broker with their voting instructions in terms of the relevant custody agreement
entered into between them and the CSDP or broker.

3. A shareholder may insert the name/s of one or more proxies, none of whom need to be a member of the Company, 
in the space provided, with or without deleting “the chairperson of the general meeting”. The person whose name
appears first on the form of proxy and who is present at the general meeting will be entitled to act as proxy 
to the exclusion of those whose names follow. In the event that no names are indicated, the proxy shall be exercised
by the chairperson of the general meeting.

4. A shareholder’s instructions on the form of proxy must be indicated by the insertion of an “X” or the number of shares
in the appropriate space provided. Failure to comply with the above will be deemed to authorise the chairperson of the
general meeting, if the chairperson is the authorised proxy, to vote in favour of the resolutions at the general meeting,
or any other proxy to vote or to abstain from voting at the general meeting as he/she deems fit in respect of all of the
shareholder’s votes exercisable thereat. A shareholder or his/her proxy is not obliged to use all the votes exercisable
by the shareholder or his/her proxy, but the total of the votes cast and in respect whereof abstentions are recorded
may not exceed the total of the votes exercisable by the shareholder or by his/her proxy.

5. In order to be effective, completed forms of proxy must reach the registered office of the Company or the transfer
secretaries in South Africa by 10:00 on Tuesday 27 March 2007.

6. The completion and lodging of this form of proxy shall in no way preclude the shareholder from attending, speaking
and voting in person at the general meeting to the exclusion of any proxy appointed in terms hereof.

7. Should this form of proxy not be completed and/or received in accordance with these notes, the chairperson may accept
or reject it, provided that in the case of acceptance, the chairperson is satisfied as to the manner in which the
shareholder wishes to vote.

8. Documentary evidence establishing the authority of the person signing this form of proxy in a representative or 
other legal capacity must be attached to this form of proxy unless previously recorded by the transfer secretaries in
South Africa or waived by the chairperson of the general meeting.

9. The chairperson of the general meeting shall be entitled to reject the authority of a person signing the form of proxy:

9.1 under a power of attorney; or

9.2 on behalf of a company,

unless that person’s power of attorney or authority is deposited at the registered office of the Company or the transfer
secretaries in South Africa not less than forty-eight hours before the general meeting.

10. Where shares are held jointly, all joint holders are required to sign the form of proxy.

11. A minor must be assisted by his/her parent or guardian unless the relevant documents establishing his/her legal
capacity are produced or have been registered by the transfer secretaries.

12. Any alteration of or correction to this form of proxy must be initialled by the signatory/ies.

13. On a show of hands, every shareholder present in person or represented by proxy shall have only one vote,
irrespective of the number of shares he/she holds or represents.

14. On a poll, every shareholder present in person or represented by proxy shall have one vote for every share held 
by such shareholder.

15. A resolution put to the vote shall be decided by a show of hands, unless, before or on the declaration of the results 
of the show of hands, a poll shall be demanded by any person entitled to vote at the general meeting.

Registered office Transfer secretaries in South Africa

1 Sportica Crescent Computershare Investor Services 2004 (Proprietary) Limited
Tyger Valley Ground Floor
Bellville, 7530 70 Marshall Street
(PO Box 3881, Tyger Valley, 7536) Johannesburg, 2001

(PO Box 61051, Marshalltown, 2107)
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Santam Limited
(Incorporated in the Republic of South Africa)

(Registration number 1918/001680/06)
JSE Share code: SNT NSX Share code: SNM

ISIN: ZAE000006854

(“Santam” or “the Company”)

Form of acceptance and surrender

For use only by certificated shareholders of Santam who wish to accept the offers.

The definitions commencing on page 4 of the circular to which this form of acceptance and surrender is attached have, where appropriate,
been used in this form of acceptance and surrender.

Important

1. Parts A, B and C must be completed by all shareholders of Santam who wish to accept the offers in whole or in part. Details of the offers
are contained in the circular to which this form of acceptance and surrender is attached.

2. Please read the instructions overleaf. Non-compliance with the instructions may result in the rejection of this form and you may be
deemed not to have accepted the offers.

3. If you are in any doubt as to how to complete this form, please consult your CSDP, broker, banker, attorney, accountant or other
professional adviser immediately.

4. Forms of acceptance and surrender will be rejected if they are not received by the transfer secretaries in South Africa at the addresses
below on or before the closing date (being at 12:00 on Friday 20 April 2007).

5. A separate form of acceptance and surrender is required for each shareholder.

6. Depending on the method of payment detailed in Part B of this form, cheques payable to shareholders pursuant to the offers, will be
mailed to the shareholders concerned, at such shareholder’s risk, or the relevant amount will be electronically transferred into such
shareholder’s bank account reflected in Part B from Monday 23 April 2007, provided that:

– this form and the relevant document(s) of title have been timeously received by the transfer secretaries in South Africa; and

– the respective offers have been validly accepted.

7. Should no method of payment be detailed in this form of acceptance and surrender for purposes of the repurchase offer consideration
and the Sanlam offer consideration, the shareholders concerned will be paid by cheque as set out above.

This form of acceptance and surrender can be delivered to: This form of acceptance and surrender can be mailed by
registered post to:

Computershare Investor Services 2004 (Proprietary) Limited Computershare Investor Services 2004 (Proprietary) Limited
Ground Floor PO Box 61763
70 Marshall Street Marshalltown, 2107
Johannesburg, 2001

Part A – to be completed by all shareholders electing to accept the offers in whole or in part.

The repurchase offer

I/We, the undersigned, hereby irrevocably and unconditionally accept the repurchase offer, details of which are contained in the circular
dated 7 March 2007 to which this form is attached, in respect of that number of my/our shares in Santam as is indicated in Column C below.

My/Our signature(s) on this form of acceptance and surrender constitutes my/our execution of an instrument of transfer of the shares held
by me/us and for which the repurchase offer is accepted and I/we hereby irrevocably nominate and constitute any director or duly authorised
representative of Santam in my/our name, place and stead to sign all further document(s) necessary to give effect to the transfer of the
undermentioned shares into the name of the Santam subsidiary.

Sanlam offer

I/We, the undersigned, hereby tender for purchase by Sanlam Life on the terms and conditions applicable to the Sanlam offer that number
of my/our shares as stated in Column C below, which have not been acquired by the Santam subsidiary in terms of the repurchase offer.

My/Our signature(s) in this form of acceptance and surrender constitutes my/our execution of an instrument of transfer of the shares held
by me/us and for which the Sanlam offer is accepted and I/we hereby irrevocably nominate and constitute any director or duly authorised
representative of Sanlam in my/our name, place and stead to sign all further document(s) necessary to give effect to the transfer of the
undermentioned shares into the name of Sanlam Life.

General

I/We hereby authorise and instruct you to forward the repurchase offer consideration and, if applicable, the Sanlam offer consideration, due
and owing by mail, at my/our risk, and the balance share certificate(s) (if any) of my/our shareholding in Santam to me/us by registered
mail at my/our risk, to the address given below, and/or to deposit the repurchase offer consideration and the Sanlam offer consideration,
due and owing directly into my/our bank account, details of which are given below. Should no address be provided, the repurchase offer
consideration and the Sanlam offer consideration and share certificate(s) reflecting the balance of the shares (if any) will be mailed to the
address recorded in Santam’s register of shareholders at my/our risk.

I/We, being the registered holder(s) of the number of shares specified in Column B below, which are free of encumbrance, hereby surrender
and enclose the belowmentioned share certificates and other documents of title.
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Column A Column B Column C Column D

Certificate number(s) Number of shares represented Number of shares I/we wish Number of shares I/we
by each certificate to sell in terms of the offers do not wish to sell

* Complete all the above boxes (insert NIL where applicable). Should you require more space, kindly complete a separate schedule and attach
it hereto.

Signature of acceptor

Assisted by me (if applicable)

Place: Date: 2007

Part B
Depending on the choice of the shareholder, either Part B (i) (cheque mailed) or Part B (ii) (bank deposit) must be completed by all
shareholders who return this form of acceptance and surrender so as to clearly indicate the shareholder’s preference regarding payment.

Part B (i) (cheque mailed)

Surname of individual or Name of corporate body Dr/Mr/Mrs/Ms/Miss/Other

First names in full if an individual

Postal address (PO Box preferable)

Telephone number including area code

Part B (ii) (bank deposit)

Surname of individual or Name of corporate body Dr/Mr/Mrs/Ms/Miss/Other

First names in full if an individual

Banking details

– Name of bank

– Name of branch

– Branch code

– Name in which account is held (personal accounts only, 
not third party accounts)

– Account number

– Type of account

Part C
1. To be completed only by certificated shareholders who are emigrants from the common monetary area.

Name and address of authorised dealer in South Africa

Blocked Rand account number

2. To be completed by all certificated shareholders who are non-residents of the common monetary area, other than those required to
complete 1 above.

The repurchase offer consideration and the Sanlam offer consideration will be mailed to the nominated authorised dealer in South Africa,
and it will be incumbent on the shareholders concerned to instruct the nominated authorised dealer(s) as to the disposal of the
consideration concerned.

Name and address of authorised dealer in South Africa

Blocked Rand account number

3. If no nomination is made in terms of 1 and 2 above, the repurchase offer consideration and the Sanlam offer consideration will be held
in trust in accordance with paragraph 7.4 of the circular.

Instructions:
1. No receipts will be issued for this form of acceptance and surrender or the document(s) of title lodged with it. Lodging agents who

require special transaction receipts are requested to prepare such receipts and submit them for stamping with the document(s) lodged.
2. A minor must be assisted by his/her parent(s) or guardian(s).
3. When shares are jointly held, this form of acceptance and surrender must be signed by all joint holders.
4. If this form of acceptance and surrender is submitted under a power of attorney, such power of attorney must be produced unless it has

already been registered with the transfer secretaries in South Africa or the documents have been lodged with a JSE stockbroker and this
form bears the stamp of that stockbroker.

5. If the offers are accepted by a recognised nominee company on behalf of its principal(s), a form of surrender may be completed in
aggregate or in respect of each principal Santam shareholder on whose behalf the offers are accepted.

6. If any document(s) of title have been lost or destroyed and the shareholder produces evidence to this effect to the satisfaction of Santam
(on its own behalf and/or as agent of Sanlam), then Santam, may dispense with the surrender of such document(s) of title against
provision of an indemnity which is acceptable to Santam. Only indemnity forms obtained from the transfer secretaries in South Africa
and which are available on request will be regarded as suitable.

7. The repurchase offer is subject to the fulfilment of the repurchase offer suspensive conditions set out in the circular of which this form
of acceptance and surrender forms part. The Sanlam offer is subject to the fulfilment of the Sanlam offer suspensive conditions set out
in the circular of which this form of acceptance and surrender forms part.

8. In order to comply with the requirements of the Financial Intelligence Centre Act, 2001 (Act 38 of 2001), as amended, the transfer
secretaries in South Africa will be unable to record any changes of address or payment mandates unless the following documentation is
received from the relevant shareholder:
8.1 a certified copy of an original identification document (in respect of a change of address or payment mandate); and
8.2 a certified copy of an original statement from the relevant bank (in respect of a change of payment mandate).

i


