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Shaoprite Insurance Company Limited
(Reg No 1948/030484/06)

Statement of responsibility by the Board of Directors
for the year ended 28 June 2020

The directors are responsible for the preparation and fair presentation of the annual financial statements of the Company, comprising
the certificate of the company secretary, the directors' report, the statements of financial position as at 28 June 2020, the staternents of
comprehensive income, changes in equity, cash flows and audit and risk committee report for the year then ended, and the notes to
the financial statements, which {nclude a summary of significant accounting policles and other explanatory hotes, in accordance with
International Financial Reporting Standards (tFRSs) and the requirements of the Companies Act of South Africa.

The directors are satisfied that the information contained in the annual financial statements fairly represents the financlat position as at
the year-end and the financial performance and cash flows of the Company for the year then ended.

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

The Company decided to cease new business with effect from 1 July 2020, and to transfer all existing active business to respective celt
facilities before 30 June 2021; which aiso conforms to Prudential Authority ("PA) requirements in terms of ceasing insurance businass,
the consequent non-conversion of the Cornpany’s insurance licence, and planned closure by 30 June 2021. The annual financial
statements support the viability of the Company for the forthcoming finandial period.

The Company's external auditor, PricewaterhouseCoopers Incorporated, audited the Company's financial statements and their report is
presented on pages 13 to 14. The external auditors were given unrestricted access to all financial records and related data, including
minutes of all meetings of shareholders, the board of directors and committees of the board. The directors believe that all
representations made to the independent auditors during their audit are valid and approprlate.

Approval of annual financial statements

The Company's annual financlal statements of Shoprite Insurance Company Limited, as identified in the first paragraph, were
approved by the board of directors on 30 October 2020 and signed on its behalf by:

- M

Aut irector Authorided director

Certificate of the Company Secretary

In terms of section 88(2)(e} of the Companies Act 71 of 2008 (as amended), It is hereby confirmed that for the year ended
28 June 2020 the Company has lodged with the Companies and Intellectual Property Commission all such returns as are required of a
public company in terms of the Companies Act and that all such returns and notlces are true, correct and up to date.

PG du Preez
on'pehalf of Shoprite Checkers (Pty) Ltd
ctober 2020




Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Directors’ report
for the year ended 28 June 2020

Nature of Business

Shoprite Insurance Company Limited ("the Company") is a short-term insurance company incorporated in the Republic of South Africa.
The Company is registered at the Prudential Authority ("PA"} and the Financial Sector Conduct Authority ("fSCA"), and authorisation is
granted to enter into short term insurance policles for Shoprite Holdings Ltd, its subsidiaries and associated companies ("The Group™),
and to Customers of the Group.

The directors, in conjunction with the direction from the Group, have decided to cease all new business with effect from 1 July 2020,
All new business will bz written into respective celt facilities with a registered Cell Provider, and all existing active business will be
transferred Into these respective cells before 30 June 2021, As a result of this decision, the PA will not be converting the Company's
insurance licence into an insurance licence under the new Insurance Act, with the proposed closure of the Company by 30 June 2021.

Financial Review

Detalls of the profit and restatement of the Company is contained in the statement of comprehensive income on page 16. The
financial position of the Company Is recorded in the statement of financial position on page 15. The restatement of the prior year is
recorded in the notes to the annual financial stataments, note 20. Further details are furnished in the notes to the annual financial
statements on pages 19 to 38

Share Capital
The authorised share capital of the Company remained unchanged at 130 Q00 {one hundred and thirty thousand) ordinary shares of
200 cents {two hundred cents} each,

Thare was no movement in the number of the Company's issued ordinary shares during the reporting period, which remained at
130 000 {one hundred and thirty thousand) shares of 200 cents (fwo hundred cents) each,

Going Concern
The annual flnancial statements of the Company are not prepared on a going concern basls, since the Company has decided to cease
alt new business with effect from 1 July 2020 and to transfer all existing active business to respective cell facilitizs before 30 June 2021,

Directors and Secretary
The registered address of the Company is corner William Dabbs Street and Old Paart Roads, Brackenfell, 7560. The postal address is
Private Bag X10036, Edenvale, 1610,

Non-executive directors of the Company for the year were:
M Bosman

R | Coates {independtent)

A de Bruyn

P Falrhurst

A F W Peters (independent)

JC M Wethmar

Executive directors for the Company for the year were:
M Holmes (resigned 1 August 2019)
L Hoffmann

Company Secretary.
P G du Preez

Directors' and prescribed officers' remuneration

Section 30(4) to (6) of the Companles Act 71 of 2008 requires the Company to disclose certain information in respect of the
remuneration for each director or individual holding any prescribed office in the Company. This information has been disclosed for the
directors per note 18,

Auditor
PricewaterhouseConpers tnc, wlll continue in office in accordance with the Companies Act 71 of 2008, as amended.




Sheprite insurance Company Limited
(Reg No 1948/030484/06)

Directors’ report {continued)
for the year ended 28 June 2020

Events after the Reporting date

The Board of Directors declared a dividend of R540 million at their meeting on 13 October 2020. Other than the facts in this annual
report, there have been no material changes in the affairs or the financial position of the Company from 28 June 2020 to the date of
these annual flnancial statements. The directors, in conjunction with the direction from the Group, have decided to cease all new
business with effect from 1 July 2020. All new business will be wrltten into respective cell facilities with a registerad Cell Provider, and
all existing active business will be transferred into these respective cells before 30 June 2021, As a result of this decision, the PA will
not be converting the Company's insurance registration into an insurance licence under the new Insurance Act, with the planned
clasure of the Company by 30 fune 2021,

Dividends paid

Dividends are accounted for on the date they are declared by the Company. Dividends are declared only once the Board of Directors
are safisfied that, subsequent to the payment of the dividend, the Company will still satisfy the solvency and lquidity test as required
by Section 4 of the Companies Act, 2008 as amended; and also only to the extent that the Company will continue to meet its statutory
solvency requirement. There were no dividends declared or paid during fivis financial year {2019; R350 million).

Holding Company
The Company's holding company is Shoprite Holdings Ltd, with address corner William Dabbs Street and Old Paarl Road, Brackenfell,
7560, The postal address is P O Box 215, Brackenfell, 7561,

Litigation Statement

The directors are not aware of any legal or arbitration proceedings, including proceedings that are pending or threatened, that may
have or have had in the recent past, being at least the previous 12 months, a material effect on the Company's financial posttion. There
were no commitments or contingent liabilities at the staterment of financial position date, as per note 15,

Sensitlvity to COVID-19 related claims

The Company underwrites both First Party and Third Party business. The First Parly business has not included Accident & Health
classes of buslness for some time, and is only exposad to COVID-19 as a result of business interruption from infectious diseases.
However, as at year end, no claim had been intimated and cover has formally ceased.

In terms of Third Party business (Customers to the Group), for which the Company does not procure reinsurance protection, the
Company's reserving for claims incurred but not yet reported {"IBNR"} includes an amount of R8m (eight million rand) as the estimate
for likely claims development after year end. This reserve accounts for both the potential delay in claims reporting, as a result of
tockdown and isotation measures, and potential short-term increases in dalms as a result of exposure to increased unemployment of
palicyholders {insurance includes credit protection for underlying credit agreements). This additionat reserving amounts to some 30%
of average annual Third Party claims.

At the time of quantifying the reserving and financial resulis for the Company, prelimlnary observations suggested that the subset of
unemployment-related claims could be triple those incurred for the same quarter in the previous year, From further expertence
monitored up to mid-August 2620, this subset of claims developed to as much as 4.4 times those incurred for the same period in the
previous year, This represents a potential exposure in excess of reserving of some R2.2m (or up to some 9% of annual Third Party
claims) for which the Company has sufficlent resources to absorb, less than 0.5% of Equity.

Since there s currently no material development in claims as a result of COVID-19, the Company has also considered the experience of
the Third Party business during the 2009 financial period, which encompassed the 2008 economic crisis and similarly large job losses
in the economy, as one potential worst-case scenario. Howaver, during this period, unemployment-related claims increased by only
same R1m, well within current reserving, As a further worst-case scenario, while the Group has experienced a slow-down in collections
on underlying credit agreements of between some R100m and R117m, but with no material additional clabms reported, if up to
between some 17% and 20% of these respective policyholders are recently unemployed as a result of COVID-19 then further claims of
up to some R20m could still be reported, This amount represents up to some 80% of annual Third Party claims, and for which the
Company has sufflclent resources to absorb, less than 2.5% of Equity,




Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Audit and risk committee report
for the year ended 28 June 2020

On 15 August 2008 the Financial Services Board {"fSB"} at the time granted exemption to Shoprite insurance Company Limited from
appointing an audit committes, subject to the Audit Committee of Shoprite Holdings itd (“Shoprite Holdings”) performing those
functions required of an audit committee contemplated in section 22(3) of the Short Term Insurance Act {"the old Act"}.

With the promulgation of the new insurance Act, 2017 as amended ("the new Act), on 1 July 2018, and the separation of the previous
FSB into the Prudential Authority ("PA") and Financial Sector Conduct Authority ("FSCA®), it was a requirement for the Company {o
undergo a licence conversion with the PA in terms of the new Act, As a result of the decision to cease writing new business with effect
from 1 July 2020, to transler all existing active business to new cell facilities before 30 June 2021, and to subsequently close the
Company, the PA have chosen to not convert the insurance authorisation of the Company under the old Act into an insurance licence
under the new Act, and to maintain existing exemptions for the Company, such as the above.

In terms of Regulation 94(2){a) & (b} of the Companies Act 71 of 2008 {as amended), Shoprite Insurance Company Limited {"the
Company") is not required to appoint its own audit committee since the functions will be performed on its behalf by the Audit
Cornmittee of Shoprite Holdings and its subsidiarles ("collectively the Company™).

Accordingly, the report herewith tabled to shareholders is the same report presented to the shareholders of Shoprite Heldings in its
2020 Integrated Report,

AlL tisk identification measures and assessments referred to in this report were therefore performed on a collective basis for the
Company.

INTRODUCTION

The Audit and Risk Committee (“the Audit Committee”) is established as an indepandent statutory committee in terms of section 94(2)
of the Companies Act 71 of 2008, as amended ("the Companies Act") and oversees audit and risk commlttee matters for all of the
South African subsidlaries of Shoprite Holdings, as permitted by section 94(2)(a) of the Companies Act.

The Audit Committee's terms of refarence are formalised tn a charter informed by the Companies Act, the King IV Report on Corporate
Governarce for South Afiica ("King (V™"} and the JSE Listings Requirements, The Charter, which is available at
www.shopriteholdings.co.za, has been approved by the Board. It is reviewed annually.

During the 2020 financial year, the Audit Committee conducted s affairs in accordance with the Charter and has performed its
responsibiiities as required.

AUDIT COMMITTEE MEMBERS, MEETING ATTENDANCE AND ASSESSMENT

Membership

The Audit Committee consists of three independent non-executive directors of the Group and is chaired by Johan Basson who is a
chartered accountant. The other Audit Commitiee members are Joseph Rock and Alice Le Roux. The Group has embarked on a pracess
to reconstitute the board and as part of the process additional more board members will be appointed to the Audit Committee, All the
Audit Committee members are suitably skilled and experienced.

Membership of the Audit Committee is resiricted to independent non-executive directors. The Chief Financial Officer, Chief Internal
Audit Executive, Group Risk and Compliance Manager and external auditors attended the Audit Commitiee meetings by invitation
while the Company Secretary acted as secretaty to the Audit Committee meetings. Other senior managers responsible for finance, and
information and technology attended, as required.

Meeting

The Charter requires a minimum of four Audit Commitiee meetings each year. During the 2020 financlal year, the Committee met four
times, with two special meetings, A special Audit Committee meeting was held on 16 August 2019 to approve the 2019 Annuat
Financial Statements of the Group.

The attendance of the Audit Committee members is recorded below:

Audit Committee 12-Aug-19 1 16-Aug-19 | 01-Nov-19 | 13-Feb-20 { 21-Feb-20 22-May-20
members {Special) {Special)

Johan Basson {Chairman) X X X X X X
Joseph Rock X X X X X X
Alice le Roux X X X X X X




Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Audit and tisk committee report {continued)
for the year ended 28 June 2020

AUDIT COMMITTEE MEMBERS, MEETING ATTENDANCE AND ASSESSMENT (continued)

Meeting {continued)

The Audit Commitiee agendas provide for separate meetings between the Audit Committee members, internal and external auditors
and management.

AUDIT COMMITTEE EVALUATION

As part of the annual self-evaluation, the performance of the Audit Committee and its members were assessed and found to be in
alignment with the Committee’s responsibilities set out in the Committee charter. in addition, members were assessed against the
independence requirermnents of King IV and the Companies Act to encourage independent judgment and an effective balance of power
within the Committee. The assessments found that all members of the Audit Commitiee are independent. Although Johan Basson {the
Chairman) and Joseph Rock were praviously employed by PricewaterhouseCoopers (PwC), the Group's appolnted external auditors, in
both cases, their employment ended mare than 11 years ago.

ROLES AND RESPONSIBILITIES
The responsibilities and functions of the Audit Committee are set out in the Charter, This section summarises the Committes’s
responsibilities and how it performed its functions,

Internal Financial Controls
During the 2020 financlal year, the Audit Committee reviewed reports on the Group's systems of internal financial controls. No
material breakdowns in the internal and financial controls were identified that required reporting.

The Group receives assuratice on compliance with and the effectiveness of internal control systems through regular management
reviews and assurance from intemal audit, as well as from the work of the external auditors who test aspects of these control systems
as part of their statutory audit of the Annual Financial Statements.

Finance Function

Anton de Bruyn was appointed as Chief Financlal Officer (CFO) from 2 July 2018, The Audit Committee is satisfied, having undertaken a
formal assessment process, that he has the appropriate expertise and experlence for his role, Anton de Bruyn's qualifications and
exparience are set out in the Integrated Report {(Governance Section) and are also available on the Group's website
{www.shopriteholdings.co.za).

In addition, the Committee considered a written assessment of the capacity, roles and responsibilities, qualifications and experience of
senior members of the Group Finance Department. Based on this assessment, the Audit Committee is satisfied that the Group finance
function has expertise and resources it reguires to perform its function.

Rislt assessment and management
The Shoprite Group Board is ultimately responsible for ensuring that Group management maintalns an effective risk management

process on an ongoing basis. The Audit Committee is charged with assisting the Board to assess the adequacy and effectiveness of the
Group's risk management process.

Over the years, the Group has managed its risks In terms of the appiicable enterprise risk management fundamentals by:

. Establishing the context of its internal and extemal environments;

. Maintaining its risk landscape {which includes iis risk taxonomy in relation to its organisational structure, risk categories,
pracesses and controls);

. Setting its strategy, objectives, risk appetite and tolerance levels; and

. Implementing a Group risk register.

A dedicated Group Risk and Compliance Manager role was formally established during 2017 to continue to develop governance, risk
and compliance in the Group,

The Group Risk Forum, which is a management committee chaired by the CFO that comprises various members of the senior
management team, met eight times during the 2020 financial year. Duting these meetings, significant risks affecting the Group and its
business units were discussed to ensure the executive management team’s awareness of those risks and how they are being
monttored and managed. Minutes of these meetings are submitted to the Audit Committee for consideration,

The Group’s risk governance policy and framework provides an effective and consistent approach for identifying, evaluating,
monitoring and responding to key risks that may affect achievement of the Group's objectives over time. The framework is based on
the principles embodied in the Enterprise Risk Management Framework published by the Committee of Sponsering Organizations of
the Treadway Commission, the Interpational Guideline on Risk Management {"1S031000") and King iV.




Shoprite Insurance Company Limited
{Req No 1948/030484/06)

Audit and risk commitiee report {continued)
for the year ended 28 June 2020

ROLES AND RESPONSIBILITIES (continued)

Risk assessment and management (continued)

Risk governance Is also integral to setting the Group's strategy and objectives to respond to management's assessment of the key risks
and opportunities assoclated with those matters that materially influence the Group's ability to create and maintain long term value.
Risk management processes and procedures are integrated with the Group's daily management activities through the Group risk
management framework, which is embedded across the business,

Risk Governance
The Group's risk landscape Includes 55 risk descriptions which remain key focus areas on an ongoing basts and are aligned to the
Group's strategy.

The following risks remained high priority for the Group for the 2020 financial year:

CovID-19;
. Cyber and information security;
. Injury to employees, contractors, customers and other third parties;
. Business continuity management and disaster recovery;
. Food safety;
. Brand deterioration and reputational risk;
. Detertoration of trade union relationships as well as the risk of 3rd party supplier employee strike actions;
. Cyber Risk:
B internal Fraud;
. Regulatory Risk; and
. Loss of distribution centre facilities due to fire risk.

These risks are closely monitored and managed within the business on a dally basis. For some risks the assessed residual risk rating
remains high even after ensuring that effective controls are belng applied to those risks, which increases the importance of ongoing
effective risk monitoring processes and procedures.

In conjunction with each business unit, the Group Risk and Compliance Manager continuously reviews the risks specific to each
business unit and related controls ta determine the aggregate assessed residual risks for the Group, Criticat and high residual risks are
reported on to ensure adequate management and transparency. The Group's combined assurance framework {s used to monttor the
effectiveness of risk management and highlight any material defects.

An automated internal operationat risk loss database, which forms part of the Groups risk identification and assessment tools, is being
finalised for future use to quantify losses at a granular level in real time and highlight internal control fatlures. This is in addition to the
other fully embedded risk identification and assessment tools, namely: process mapping, internal audit reports and external audit
reports.

The Group has a low risk appetite and zero tolerance for losses due to fraud, so it will continue to increase focus on these losses,
whether internal (employees) or external {any trade or expense vendor),

The Audit Committee engaged Ernst & Youny towards the latter half of 2019 to perform a review of the effectiveness of the group risk
management function, The findings of this revisw have been discussed by the Audit Committee and the suggested enhancements
highlighted by the review are being addressed by the Audit Committee and rnanagement,

At the meeting of the Audit Committee held on 22 May 2020, various members of management responsible for risk management in
certain critical areas of the business presented their portiolio risk management strategies and processes.

Compliance Governance

Compliance Govemance, as an integral part of Corporate Governance, Is embedded throughout the Group. Each business unit
manages and mitigates its own specific regulatory compliance risks on a datly basis, with oversight from Legal, Risk and Compliance,
as second line of assurance.

Each business unit has a unique regulatory unlverse, which has baen categorised and risk-assessed, to be rated as critical, high,
medium or low likelthood and where the compliance risk impact on the business is assessed.

The constantly changing regulatory landscape is carefully monitored to ensure that important regulatory changes and any significant
compliance matters are escalated to the relevant management and executive teams. If required, after consultation the Group Risk and
Compliance Manager engages South African regulators, directly or through the Consumer Goods Council South Africa, to discuss legal
and regulatory reform and requirements.




Shoprite Insurance Company Limited
{(Reg No 1948/330484/06)

Audit and risk committee report {continued)
for the year ended 28 June 2020

ROLES AND RESPONSIBILITIES (continuet)

Comptiance Governance (continued)

Group compliance management functions are monitored to ensure that they operate effectively on an ongoing basis in order to
provide adequate assurance to the Board regarding the achlevement of Group compliance objectives. As resources are limited, in
certain instances the second line of assurance utilises internal audit services, and the two lines collaborate to ensure that priority
requlatory categories are incorporated into the intemal audit plan,

Compliance monitoring occurs in various forms, from substantive monitoring to management self-assessments, The business is
assessed to verify its compliance and to measure the effectiveness and adequacy of the implemented controls, thereby mitigating the
risk of regulatory non-compliance. Significant findings are reported to the Audit Commttes, The Cornmittes is enabled to form its
own opinion on the effectiveness and adequacy of compliance management control measures In the business through reports
recelved from various lines of assurance on compliance monitoring, regulatory updates, material consumer cormplaints and regutatory
inspectlons, fines and breaches.

Through effective performance of the combined internal and externat assurance madel, the Beard obtains reasonable assurance about
the integrity of the information provided to the Board and executive management team by the business to support internal decision-
making and external reporting.

Training and awareness of key legislation is important for the business. Specific training initiatives are prioritised to ensure that
management and employees are aware of requiatory requirements that affect their business units,

The following regulatory areas were identified as key for the 2020 financiat year:
. Consumer Protection;

. Food Safety;

0 Occupational health and safety;

. Labour and employment equity:

. Broad-Based Black Economic Empowerment;
. Protection of Personal information ("POPI™);
J Competition;

. Environmental; and

. Taxation,

These regulatory compliance risks are closely managed and monitored by the various assurance providers, as weil as in combination,
on a daily basis to ensure effective controls are in place and maintained.

In canjunction with each business unit, the Group Risk and Compliance Manager has reviewed the risks specific to each business unit
and related controls, to determine the aggregate assessed resldual risks for the Group, Criticat and high restduat risks are reported on
an ongoing basis to ensure adequate management and transparency, The Group's combined assurance framework is used to monitor
the eifectiveness of risk management and identify any material defects.

The planned future focus areas for compliance governance oversight are health and safety, food safety, anti-bribery and anti-
corruption, competition, environmental, Protection of Personal Information and taxation,

No material or repeated regulatory penalties, sanctions or fines wera imposed on the Group or on Board members for contraventions
of. ar non-compliance with, statutory obligations. In addition, there were na material monitoring or complianice inspections by
environmental regulators, findings of non-compliance with environmental laws, or criminal sanctions or prosecutions for non-
comphiance. The Audit Committes attended a presentation by Werksmans Attorneys on the amendments to the Competition Laws,

GOVERNANCE OF INFORMATION TECHNOLOGY (iT)

The Board's Terms of Reference and the Audit Committee Charter define their respective responsibilities for governlng information

and technology, as well as reporting lines and reporting requirements. The Board's responsibilities Include ensuring the responsible

use of information and technology (IT) including overseeing effective risk and opportunity management for the Group's Information
assets and its technology environment that supports the business model. Within the Charter:

. The Board accepts its accountability for the overall governance of information and tachnology:

’ The Board delegates authority to the Audit Committee to oversee Group-wide management of information and technology
{including setting Group-wide minimum standards) and to establish mandates for management's use for decision-making
relating to information or technology; and

. The Board endorses specific frameworks for establishing controls to mitigate the risks assoctated with information and
technology. These control frameworks fincluding mintmum standards, policies, procedures and rules) are adopted to assist
effective governance for specific information and technology risk areas.

8




Shoprite Insurance Company Limited
{Reg No 1948/030484/06)

Audit and risk committee report (continued)
for the year ended 28 June 2020

GOVERNANCE OF INFORMATION TECHNOLOGY (IT) (corntinued)

Governance of information and of technology is implemented through various control processes, gates, bodies and reporting. These
include the Project Approval Committee, Project Steering Committees, Architecture Committee, Change Approval Board, supplier
selection process, contracting processes, procurement processes, disaster recovery tests and [T financial analysis reports.

Information and technology risks are identified and managed through the IT Risk Register and related Action Tracker, in line with the
Group's risk govemnance policy and framework.

The Group Risk Forum, the Audit Committee and the Board all receive IT reporting.

During the 2020 financial year, the Audit Committee received and considered feedback on the implementation of relevant information
and technology governance mandates, policies, processes and control frameworks, Furthermore, the Committee oversees all IT-related
maiters on behalf of the Board, including significant information and technology investments, by engaging both iniernal and external
assurance providers, This assurance forms part of the Group's combined assurance framework.

In addition, the Audit Committee focused on the following key areas during the 2020 financiat year:

. Information Security:

The Company recognises the significant threats associated with inadequate management of cybersecurity risks. Successful
cybersecurity attacks could cause significant damage to the Group'’s business and reputation. As part of ensuring proper
governance oversight of the risk category, an independent expert reviewed the effectiveness of the Group's current IT security
measures during the previous year.

0 Faollowing this review, management began developing an Infermation Security Management System. This was part of a process
to improve the management of identified cyber and other securty risks and to ensure the confidentiality, integrity and
availabllity of information fo the Group.

. Businass Racovery:

The Audit Committee received and reviewed regularly reports on the status of the Company’s Business Recovery plans.

Assessment and management of fraud risk
Assessing and managing fraud risk is Integral to the Group's Enterprise Risk Management functions. The Audit Committee consider
reports from management during the year on identified actual or suspected fraud and consider management's responses.

Ethics

The Social and Ethics Committee is primarily responsible for oversight over the Group's management of achieving olbjectives related to
soclal and ethics matters. The Audit Commitiee considered regular reports on these matiers from management and the Social and
Ethics Committee 10 ensure integrated governance oversight of the Group's key environmental, social and governance risks.

COMBINED ASSURANCE

Combined assurance modet

The Group has adopted a combined assurance approach that is closely aligned with the recommended practices set out in King V.
The Board has delegated responsibility for governance oversight of the Group’s combined assurance framework to the Audlt
Committee, which is required to ensure that implementation of the combined assurance model results in fully integrated (combining,

co-ordinating and aligning) internal and external assurance activitles across the bustness. The Group's assurance activities include:
. Line functions that own and manage risks at that level;

. Specialist functions that facilitate and oversee enterprise risk management and compliance;

v Various internal assurance providers including the internal audit functions, internal forensic fraud examiners and auditors, safety
and process assessors, and statutory actuaries;

. Independent external assurance service providers including the external auditors, and other providers such as food safety

auditors and external actuaries.

The Audit Committee maintains ongoing oversight over the effectiveness of the Group’s combined assurance framework, in
conjunction with the Group Risk and Compliance Manager and the Group Internal Audit Executive, to achieve the objectives of an
effective combined assurance framework for the Group.

Internal Audit

The Audit Committee is responsible 1o ensure that the groups’ internal audit function is independent and has the necessary resources,
standing and authority within the Group to enable it to discharge its responsibilities effectively. Furthermore, it oversees cooperation
between the internal and external auditors, and serves as a link between the Board and these functions.




Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Audit and risk committee report {continued)
for the year ended 28 June 2020

COMBINED ASSURANCE {continuerd)

Internal Audit {continued)

Internal audit activities, all of which are risk based, are performed by a team of qualified and experienced employess led by the Group
Internal Audit Executive. The Interal Audit Department reviews and provides internal assurance on the adequacy of the internal
cantrol environment across all significant areas of the Group’s operations. Internal audit's activities are measured against an approved
internat audit plan and the internat Audit Executive provides regular progress reports to the Audit Committee.

The Group internal Audit Executive has direct access to the Audit Committee, primarily through the Committee Chatrman and through
attendance at all Audit Committee meetings,

During the 2017/18 financial year, a formal, independent quality review of the Internal Audit function was undertaken, The review
highlighted areas where the effectiveness of the Internal Audit function could be improved, The Group Internal Audit Executive is
implementing plans to address those areas and to align the internal audit plan with the Group's combined assurance framework,

External Audit
The Audit Committee evaluates the performance of the external auditor, PWC, against specified criteria and also assesses the
effectiveness of the external audit process by:

. Considering the external audit plan, in particular to get assurance that It addresses changes in clrcumstances from the prior
year;

. Reviewing the terms of engagement of the external auditor;

. Monttoring the completion of the audit;

. Meeting with the audit partners;

. Overseeing (and approving where relevant) non-audit services; and

. Considering the quality and the independence of the externat auditor,

in consultation with the Group's executive management, the Audit Committee agreed to the terms of the PwC audit engagement
tetter, audit plan and budgeted audit fees for the 2020 financial year.

The Audit Committee is satisfled with the effectiveness of the external audit and the quality of the external auditor. A formal
framework governs the process through which PwC renders non-assurance services to ensure that audit independence is not
compromised. The Audit Committee approved the terms of a master service agreement for the provision of such services by PwC as
well as a pre-approval policy stating the nature and extent of non-assurance services that may be provided.

A breakdown of audit, audit-related and non-audit fees paid to PwC in the 2020 financial year is summarised as follows:

Descriptlon Amount
. Audit services R635,947
. Audit refated services R260,432
. Total audit and audit related services R896,379
. Tax advisory and compliance services RO
v Other non-audit advisory services RO
» Total non - audit services RO
. Total R896,379

The Audit Committee annually assesses the independence of the external auditor, PwWC. The following aspects were considered as part
of the assessment of the independence of PwC;

. PwC does not recelve any remuneration or benefits from the Group other than the fees for services as external auditors and
permitted non-audit services;

. The quantum and nature of non-audit services performed;

. The existence of an existing audit partner rotation process that is in line with legat and regulatory requirements. Thinus

Hamman was the designated audit partner for the 2020 financiat year;
. The nature of the aspects reported on to the Audit Committee by PwC;
. The quality of the discusslons with PwC regarding audit, accounting and reporting matters at Audit Committee meetings;
. The direct line of communication between the Chairman of the Audit Committee and the designated external audit partner; and
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Shoptite Insurance Company Limited
{Reg No 1948/030484/06)

Audit and risk committee report {continued)
for the year ended 28 June 2020

COMBINED ASSURANCE {continued)

External Audit {continued)

‘ PwC's confirmation that they:
(i) are not precluded from re-appointment due to any impediment as listed in section 80(2)(b} of the Companies Act;
{li) are in compliance with section 91(5) of the Companies Act, by comparison with the membership of the firm at the flre of its
re-appointment in 2017 and that more than one half of the members remain in 2020;
{iii) remain independent as required by section 94(8} of the Companies Act and the relevant provision in the JSE Listings
Requirements; and
{v) comply with the criteria specified by the Independent Regulatoery Board for Auditors and internal regulatery bodies,

Based on the above assessment, the Audit Committee is satisfied that PwC is independent of the Company.

The Independent Regutatory Board for Auditors {IRBA) has issued a Rule prescribing that auditors of public interest entities (PIEs) in
South Africa must comply with mandatory audit firm rotation (MAFR) for year ends commencing on or after 1 April 2023,

On the basis of PwC's independence and considering the need for audit firm rotation from 1 April 2023, the Audit Committee re-
nominates PwC as the Group’s independent externat auditor for the 2021 financial year with Thinus Hamman as the designated
external auditor partner until the 2021 Annual General Meeting of Shoprite Holdings. Shareholders are therefore requested to-approve
FwC's rezppointment as the Group’s independent external audiior for the 2021 financial year at the Annual General Meeting on
16 November 2020 with Thinus Hamman as the designated audit partner.

The Independent Regulatory Board for Auditors has issued a rule prescribing that auditors of public interest entitles in South Africa
must comply with mandatory audit firm rotation for year ends commencing oh or after 1 April 2023, The Audit Committee in
conjunction with management and PwC has developed a plan for the effective implementation of the mandatory audit firm rotation
requirement, This plan will be implemented over the following two financial years to ensure a smooth transition from one auditor to
the other without exposing the Group to unnecessary risks and inefficlencies. in broad the plan entails the identlfication of one or
more firms of auditors that wilk have the nacessary capacity, retait experience and geographical presence to meet the requirements for
the group’s audit. After a process of evaluation, a preferred firm of auditors will be nominated and gradually involved with the existing
auditors to get to know the group. At the Annual General Meeting after comptetion of the 2021/2022 financial year, the selected firm
of auditors will be nominated for approval by shareholders at that meeting. in order to ensure a smooth transition, the existing
auditors may still be engaged to audit certain non-core parts of the Group's business and/or parts of the group’s operations [n certain
geagraphical areas for a while.

REPORTING

Finarcial statements and accounting practices

During the reporting period, the Audit Committee reviewed the annual financial reports of the Group which includes the review of
stgnificant accounting policies, key accounting items and areas of significant judgement, together with any material assumptions and
estimates adopted by management and confimed that these were appropriate and recommended the acceptance and approval
thereof to the Board.

The Audit Commitiee considered the following significant matters in relation to the 2020 Annual Financlat Statements:

. Provisions:
The Audit Committee discussed with management and the external auditors and evaluated the major provisions made or
required to be made for purposes of the annual financial statements. The Audit Committee is satisfied that sufficlent provisions
have been made and that the provisions are not excessive.

. tmpairments;
The Audtt Cornmittee considered the policy for impairment of assets and the requirements of IAS 36 — Impairment of Assets
and is satisfied that the policy is appropriate and has been applied consistently in line with the requirements of 145 36, The key
assumptions to the impairment tests performed were discussed.

. Taxes:
The Audit Committee reviewed management's reports on the status of tax compliance in the Company as well as the status of
disputes with and investigations by the relevant tax authorities to ensure that sufficlent provision has been made for any
potential income and other tax labilities.

* Measurernent of financial assets
The Audit Commitiee considered the application of IFRS 9 in respect of the measurement of Wrade receivables and other
financial assets and the assumptlons used to determine the expected credit losses.

11




Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Audit and risk committee report {continued)
for the vear ended 28 June 2020

REPORTING (continued)
Financial statements and accounting practices (continued)
. Leases and financial instruments
The Committee discussed the impact of implementing IFRS 16 (Leases) on the financial statements of the Group at a spacial
meeting during which the Audit Committee considered:
- [FRS 16 requirements;
- Process followed to calculate IFRS 16 entries;
+ Key JERS assumptlons;
- Internal review process; and
- External audit work performed.

Integrated and sustainability reporting

In the context of assisting the Board with its governance oversight responsibitities in relation 10 ensuring the integrity of the Group's
external reports, the Audit Committee has reviewed the non-financlat informatlon disclosures contained n the 2020 Sustainability
Report and the 2020 Integrated Report, including assessing the consistency of the content of these reports with operational and other
information known to the Audit Committee members, and with the Group's 2020 Annual Financial Statemenis.

in addition, on behalf of the Board in relation to the 2020 Integrated Report, the Audit Committee is satisfied that it has applied its
collective mind to the preparation and presentation of the report and that the report is presented in accordance with the <IR>
Framework,

Going concern

The Audit Committee has reviewed a documented assessment, including key assumnptlons, prepared by financial management on the
Group's going-concern status. The Board's statement on this going-concern status, as supported by the Audit Committee, is contained
in the directors’ report.

FUTURE FOCUS AREAS

For the 2021 financial year, the Audit Committee wilt continue to focus on further enhancing the Group's risk and compliance
management, information and technology management and the combined assurance framework, The Audit Committee will also
consider obtaining independent assurance over the integrity of the Integrated Report, and in particular its non-financial information.

RECOMMENDATION TO THE BOARD
The Audit Commitiee has reviewed and considered the 2020 Integrated Report and the 2020 Annual Financial Statements as set out
above, and has recommended thelr approval by the Board.

JF Basson
Chairman

30 September 2020
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Independent auditor’s report
To the Shareholders of Shoprite Insurance Company Limited

Report on the audit of the financial statements

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Shoprite
Insurance Company Limited (the Company) as at 28 June 2020, its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards and the requirements of the
Companies Act of South Africa.

What we have audited

Shoprite Insurance Company Limited’s financial statements set out on pages 15 to 38 comprise:
e  the statement of financial position as at 28 .June 2020;

e  the statement comprehensive income for the year then ended;

e the statement of changes in equity for the year then ended;

e the statement of cash flows for the year then ended; and

» thenotes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report.

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

Independence

We are independent of the Company in accordance with the Independent Regulatory Board for Auditors’ Code of
Professional Conduct for Registered Auditors (IRBA Code) and other independence requirements applicable to
performing audits of financial statements in South Africa. We have fulfilled our other ethical responsibilities in
accordance with the IRBA Code and in accordance with other ethical requirements applicable to performing
audits in South Africa. The IRBA Code is consistent with the corresponding sections of the International Ethics
Standards Board for Accountants’ International Code of Ethics for Professional Accountants (i including
International Independence Standards).

Emphasis of Matter

We draw attention to Note 1.1 to these financial statements, which refers to the decision by the directors to cease
all new business and to transfer all existing business to respective cell facilities before 30 June 2021. Note 1.1
further states that the financial statements have been prepared on a non-going concern basis. Qur opinion is not
modified in respect of this matter.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the document titled “Shoprite Insurance Company Limited Annual Financial Statements for the year
ended 28 June 2020”7, which includes the Directors’ Report, the Audit and Risk Committee Report and the
Certificate of the Company Secretary as required by the Companies Act of South Africa. The other information
does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express an audit
opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

* PricewaterhouseCoopers Inc., 4 Lishon Lane, Waterfall Cityy, Juksket Vieiw, 3600 "

Private Bag X36, Sunninghill, 2157, South Africa
T: +27 (0) 11 797 4000, F: +27(0) 11 209 5800, www.pwe.co.za

Chief Executive Cfficer: L S Machaba
The Company's principal place of business is st 4 Lisbon Lane, Waterfall City, Jukskei View, where a list of directors' names is available for inspection.
Reqg. no. 1998/012055/21, VAT reg.no. 4850174682.
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pwc Responsibilities of the directors for the financial statements

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

In preparing the financial statements , the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease operations, or
have no realistic alternative but to do so. Refer to Note 1.1 to the financial statements, which refers to the decision
by the directors to cease all new business and to transfer all existing business to respective cell facilities before 30
June 2021.

Auditor’s responsibilities for the audit of the financial staternents

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an anditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial staterents .

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements , whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion
forgery, intentional omissions, misrepresentations, or the override of internal control.

e

¢  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

®  Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report.

¢  Evaluate the overall presentation, structure and content of the financial statements , including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

¢  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company to express an opinion on the financial statements. We are responsible for the
direction, supervision and performance of the audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and titning of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

Report on other legal and regulatory requirements

In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we report
that PricewaterhouseCoopers Inc. has been the auditor of Shoprite Insurance Company Limited for 20 years.

Pﬁa..v-r;l-_rlmm é’o‘)\o—- I\:—\.

PricewaterhouseCoopers Inc.
Director: JJ Grové
Registered Auditor
Johanneshurg

16 November 2020
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Shoprite Insurance Company Limited
(Reg Mo 1948/030484/06)

Statement of financiat posttion

as at 28 June 2020
Restated Restated
28 June 30 June 1 July
2020 2019 2018
Naotes R R R

ASSETS
Non-current assets
Reinsurance assets 4 - 2,117,926 14,284,224
Current assets
Deferred acquisition costs 2 54,222,929 64,836,563 69,121,185
Loans and receivables 3 237,617,151 79,405,866 395,052,768
Reinsurance assets 4 3,359,960 19,061,330 80,943,934
Insurance and other recelvables 5 44,966,356 41,890,692 31,282,402
Experience account 20 96,859,789 62,986,434 30,280,255
Cash and cash equivalents 16.1.2 ©51,607,197 774,802,400 722,606,586
Short term investment 16,1.2 138,632,230 - -
VAT refundable 987,399 2,526,084 7,129,367

1,268,253,021 1,045,509,369 1,336,416,497
Total assats 1,268,253,021 1,047,627,295 1,350,700,721
EQUITY
Capital and reserves
Share capltal 6 260,000 260,000 230,000
Share premium 19,970,000 19,970,000 20,000,000
Retained earnings 20 904,092,435 667,032,997 787,821,124
Total equity 924,322,435 687,262,997 808,051,124
LIABILFTIES
Non-current ltabitities
insurance labilities 7 - 28,180,797 111,381,227
Current liabilities
Insurance liabilities 7 272,737,140 298,003,212 391,682,887
Trade and other payables 9 3,880,316 9,795,648 11,319,224
Current tax liability 14.3; 20 67,313,130 24,404,641 28,266,259

343,930,586 332,203,501 431,268,370

Total liabilities 343,930,586 360,364,298 542,649,597
Total equity and liabilities 1,268,253,021 1,047,627,295 1,350,700,721
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Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Statement of comprehensive income
for the year ended 28 June 2020

Net insurance premium
Insurance premium revenug
Reinsurance premiums
Change in unearned premium
provision

Met insurance benefits and claims
Claims and loss adjustment expenses
Reinsurance recovertles

Expenses for the acquisition of insurance
contracts

Other operating expenses

Underwriting profit
Investment income

Profit before income tax
Income tax expense

Total comprehensive income for the year

Notes

8(c)
B(c)

10

11

12

13

Restated
28 June 30 June
2020 2019
R R
368,593,418 419,540,819
629,885,165 644,810,925
{272,379.169) (246,375,718)
11,087 422 21,105,612
(46,142,256) (111,014,612)
{43,033,071) (128,510,020)
{3,108,185) 17,495,408
(64,269,477) (72,786,966)
(6,611,420 (1,835,128)
251,570,266 233,904,113
75,667,972 84,445,710
327,238,238 318,349,823
(90,178,800} (89,137,950)
237,059,438 229,211,873
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Shoprite Insurance Company Limited
{Reg No 1948/030484/06)

Statement of changes in equity
for the year ended 28 June 2020

Balance as at 01 July 2018 (restated)
Reallocation in share capital and share premium
Profit for the year (restated)

Dividend paid

Balance as at 30 June 2019 (vestated)

Profit for the year
Dividend paid

Balance as at 28 June 2020

Note

Share capital Share premium Retained earnings  Total equity
R R R R

230,000 20,000,000 787,821,124 808,051,124

30,000 {30,000} - -

- - 229,211,873 229,211,873

- - {350,000,000} {350,600,000

260,000 19,978,000 667,032,997 687,262,997

- = 237,059,438 237,059,438

260,000 19,970,000 904,092,435 924,322,435

20

17




Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Statement of cash flows
for the year ended 28 June 2020

Motes
Cazh flows from / (utilised in) operating
activities
Profit before income tax
fnvestmant income 12
Changes in woiking capital 14,1
Cash generated from operations
Investment income 12
Transfer to short term investment
Dividends paid 14.2
Income tax paid 14.3
Cash flows {utilised by) / from investing
activities
Advance to toan and receivables 3
Repayment from loan and receivables 3
Interest on loan and receivables 12
Net (outflows from) / inflows to cash and cash
equivalents
Cash and cash equivalents at the beglnning of
the year
Cash and cash equivalents at the end of 16.1.2

the year

Restated
28 June 30 June
2020 2019
R R

75,016,082 (263,451,087}
327,238,238 318,349,823
(75,667,972) (84,445,710)
(66,319,615} (138,801,342)
185,250,651 95,102,771
75,667,972 84,445,710
(138,632,230} -
- (350,000,000
(47,270,317) (92,999,568}
{158,211,285) 315,646,901
(1,084,278,249) {751,282,497)
039,503,555 1,104,020,792
(13,436,591} {27,091,395)
(83,195,203) 52,195814
774,802,400 722,606,586
691,607,197 714,802,400
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Shoprite Insurance Company Limited
{Reg No 1948/030484/06)

Motes tc the annual financial statements
for the year ended 28 June 2020

1.

1.1

1.1.1

Accounting policies
The principal accounting policles adopted in the preparation of the financial statements are set out below.

Basis of preparation

The Company reports on the retall calendar of trading weeks which treats each finandat year as an exact 52-week period,
incorporating trade from Manday to Sunday each week. This treatment effectively results in the loss of a day (or two in a leap
yean) per calendar year. These days are brought to account approximately every six years by including a 53rd week,
Accordingly, the results for the financial year under review are for a 52-week period ended 28 June 2020, compared to a 52-
week pertod in the previous financial year ended 30 june 2019.

The financial statements comply with International Financial Reporting Standards (IFRS) as issued by the International
Accounting S$tandards Board {JASB} and Interpretations as issued by the IFRS Interpretations Committee (FRIC), and the
requirements of the South African Companies Act, 71 of 2008, as amended, The financial statements are prepared under the
historical cost canvention adjusted for the effects of inflatlon, where entities operate in hyperinflationary economies, and for
the revaluation of certain financtal instruments to fair value.

The directors, in conjunction with the direction from the Group, have decided to cease all new business with affect from
1 July 2020 and to transfer all existing business to respective cells facilities before 30 June 2021. Consequently the directors
have determined that the going concern basis of preparation is no longer appropriate.

The financial statements have not been prepared on a going concerm basis. Assets have been carried at thelr canying
amounts which approximates their net realisable values in relation to the transfer of all existing business to the respective
cell facilities. Non-current assets and non-current labilities have been reclassified to current where they are expected to be
realised or settled within the next twelve months from the reporting date,

The accounting policies set out above have been applied within this context.
All amounts in the financlal statements are presented in Rands.

Use of judgements, assumptions and estimates

The most significant assumptions used in the Company's accounting policies relate to insurance liabilities and are set out
below. One of the purposes of Insurance is to enable policy hotders to protect themselves against uncertain future events,
Insurance companies accept the transfer of uncertainty from policyholders and seak to add value through the aggregation
and management of these rlisks. The uncertainty inherent in insurance is inevitably refiected in the financial statements of the
insurance company, principally in respect of the insurance Habilities of the company. Insurance liabilities include the
following:

a) Unearned premium allowance;
The Company raises allowances for unearned premiums on a basls that reflects the underlying risk profile of the
insurance contract. An unearned premium allowance is created at the commencement of each insurance contract and is
released as the risk covered by the contract expires. Most of the Company's insurance contracts have an even risk

profile, Therefore, the unearned pramium provision is released over the period of insurance using a time proportionate
basis.

The allowances for uneamed premiums are first determined on a gross level and thereafter the reinsurance impact is
recognised. Deferred acquisition costs and reinsurance commission revenue are recognised on a basis that is consistent
with the related allowance for unearned premiums.

b) Provisions for cutstanding claims:
Claims provisions are determined based upon previous claims experience, knowledge of events, terms and conditions
of the relavant policies and on the interpretation of circumstances. £ach notified claim is assessed on a separate case-
by-case basis with due regard to the specific circumstances, information available from the insured and/or loss
adjuster and past experience with similar cases and historical claims payment trends. The approach also includes the
consideration of the devetopment of loss payment trends, the levels of unpaid claims, legislative changes, judicial
decisions and economic conditions.

The ultimate cost of reported claims may vary as a result of future developments or better information becoming

available about the current clrcumstances. Therefore, case estimates are reviewed regularly and updated when new
information becomes available, The provision for cutstanding claims is initially estimated at g gross level.
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Shoprite Insurance Company Limited
(Reg No 1948/030484/06)

Notes to the annual financial statements {continued)
for the year ended 28 June 2020

1.

1.1

1.3.1

1.2

1.3

Accounting policies (continued)
Basis of preparation (continued)

Use of judgements, assumptions and estimates {continue)

b) Provisions for outstanding claims {continued):
A separate calculation is caried out to estimate retnsurance recoveries. The calculation of reinsurance recoveries
considers the type of risk underwrltten, the year in which the claim occurred and under which relnsurance programme
the recovery will be made, the size of the claim and whether the claim was an isolated incident or formed part of a
catastrophe reinsurance claim. The Company's 1BNR provision is calculaied by applying a predetermined percentage to
premiurms written,

©)  Provision for claims incurred but not yet reported (IBMR);
The Company's claims experience s analysed to determine the appropriate IBNR percentage. IBNR provisions are
initially estimated at a gross level and a separate calculation is carred out to estimate the size of the reinsurance
recoveries, The Company is covered by a varlety of excess of loss retnsurance programmes with sufficiently high
retentions for only relatively few, large claims to be recoverable, The method used by the Company takes historicat
data, gross IBNR estimates and details of the reinsurance programme into consideration to assess the expected size of
retnsurance recoveries.

d) Allowance for expected credit losses (ECL) on financial assets:

The Company assesses on a forward-looking basis the ECL associated for afl debt instruments not held at fair value
through profit or loss and the Company recognises an allowance for ECL for these financial assets, The measurement of
the ECL allowance is an area that requires the use of complex models and significant assumptions about future
economic conditions and credit behaviour, The ECL allowances for financal assets are based on assumptions about risk
of default and expected loss rates. The Company uses judgement in making these assumptions and selecting the inputs
to the impairment calculations, based on the Company’s past history, existing market conditions as well as forward-
looking estimates at the end of each reporting period.

e) Employee benefit accruals and provisions:
Varlous assumptions are applied in determining the valuations of post-employment medical bensfits, share-based
payment accruals. Estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying value of assets and liabilities in a subsequent year relate to the following: impairment of assets; income taxes;
allowances for doubtfut debts and employee banefit allowances,

All estimates and underlying assumptions are based on historical experience and various other factors that
management believes are reasonable under the circumstances. The results of these estimates form the basis of
Judgements about the carrying value of assets and liabilities that are not readity apparent from other sources. Actual
results may differ from these estimates, The estimates and underlying assumptions are reviewed on an ongoing basls.
Revislons to accounting estimates are recognised in the period in which the estimate is revised and any affected future
periods,

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They arise when the Cornpany provides money, directly to a debtor with no intention of trading the receivable
are recognised at trade date at fair value, induding transaction costs. Loans and receivables are subsequently carried at
amortised cost using the effactive-interest method. These financlal assets are included under current assets unless it
matures later than 12 months after the statement of financial position date. Interest on loans recetvable is recognised in the
statement of comprehensive income as part of other operating income.

Insurance and other receivables

Insurance and other receivables are recognised at transaction date at fair value, Subsequent recognltion is measured at
amortised cost using the effective-interast method, less allowance made for tmpairment of these receivables. An allowance
for impairment of insurance and other recelvables is established when there s objective evidence that the Company will not
be able to collect all amaunts due acco rding to the original terms of the receivables,

Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation,
and default or definquency in payments (more than 30 days overdue} are considered indicators that the insurance and other
receivable is impaired. The amount of the allowance is the difference between the carrying amount and the recoverable
amount, being the present value of the expected cash flows, discounted at the original effective interest rate. Any resulting
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Shoprite Insurance Company Limited
{Reg No 1948/030484/06)

Notes to the annual financial statements (contin ued)
for the year ended 28 June 2020

t

1.3

14

1.5

1.5.1

1.6

17

174

1.8

Accounting policies (continued)

Insurance and other receivables (continued)
tmpalrment losses are included in other expenses in the statement of comprehensive income,

Other receivables

Other receivables consist of various operational debtors such as rental and municipal deposits refundable and insurance
clalms receivable. Other recetvables are held to collect contractual cash flows and the contractual terms of the other
recelvables are solely payments of principat and interest, Interest on other receivables is recognised in the statement of
comprehensive income as part of other operating income.

Cash and cash equivalent

Cash comprises cash an hand and cash at banks. Cash equivalents are short-term highly liquid investments that are readily
convertible to known amounts of cash and are subject to an insignificant risk of change in value, Interest on cash and cash
equivalents is recognised in the statement of comprehensive income as interest received from bank account balances.

Short term investments

Short term investments include cash on hand and deposits held on calt with banks with an original maturlty of more than
three months. These are initially recarded at fair value, and subsequently measured at amortised cost. The carrying amount
of these assets is approximately equal to their fair value.

Share capital
Share capital is classified as equity when there is ho abligation to transfer cash or other assets.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events; {t 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. The Company has discounted provisions to their present value where
the effect of the time value of money is material The notional interest charge representing the unwinding of the provision
discounting is included in the statement of com prehensive income.

Provisions for outstanding insurance claims

The Company recognises a provision for the estimated direct cost of settling all outstanding claims at year-end, which
includes a provision for cost of claims lncurred but not yet reported (IBNR) at year-end as well as for the cost of claims
reported but not yet settled at year-end. The IBNR is determined by applying a predetermined percentage of premiums
written, Full provision is made for the cost of claims reperted but not yet settled at year-end by using the hest information
available,

Trade and other payables

Trade and other payables are recognised initlally at fair value and subsequently at amortised cost using the effective interest
method, Non-convertible, non-participating, non-transferable no par value deferred shares, which are mandatorily
redeemable an a specific date, are classified as other payables.

Impairment

The Company assesses on a forward-looking basis the ECL associated for all debt instruments not held at fair value through
profit or loss and the Company recognises an allowance for ECL. ECL are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flaws that the Company expects to receive, discounted at the
original effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other cradit
enhancements that are integral to the contractual terms. The impairment methodology applied depends on whether there
has been a significant increase in credit risk. The Company has the following types of financial assets measured at amertised
cost that are subject to impairment under the ECL models:

Financial asset ECL modet applied for impairment
Loans receivable General impalrment approach
Other recelvables General impairment approach
Cash and cash equivalents General impairment approach
Short term investments General impairment approach

General impairment approach
The Company applies the general impairment approach to measure ECL for loans recelvable. The Company assesses at the
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1.9

110

112

113

1.14

1.14.1

Accounting policies {continuad)

Impairment (continued)

General impairment approach (continued)

end of each reporting period whether the credit risk on a financlal instrument has increased significantly since inltiat
recognition. in the event of a significant increase in credit risk since initial recognition, the Company recognises an allowance
(provisicn) for ECL resulting from all possible default events over the expected life of the financial instrument (lifetime ECL).

Financial assets where 12-month ECL is recognised are considered to be ‘stage 1% financial assets which are considered to
have experienced a significant increase in credit risk are in ‘stage 2'; and financial assets for which there is objective evidence
of impairment are considered to be in default, or otherwise credit-impaired, are in "stage 3. The measurement of ECL under
the general impairment approach reflects a probability-welghted outcome, the time value of money and the best forward-
looking information available to the Company. The probabllity-weighted outcome incorporates the probability of default,
exposure at default, timing of when default is likely to occur and loss given defauit,

Premium income
Premium income is recognised in the perlod It is earned. Premiums earned are all written premiums relating to policies

incepted during the period less amounts that are unearned at statement of financial position date. Refer to
note 1.14.3 (b,

Investment income
Investment income comprises investmant income on cash and cash equivatents, short term investments and interest received
on loans and receivables, and is recognised as it accrues, taking into account the effective yield on the refated asset.

Taxation

Income tax is recognised In the statement of comprehensive income, except to the extent that it relates to items recognised
directly in equity.

a) Current tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
statement of financial position date.

b) Deferred tax
Deferred income tax is provided, using the Hability method, for calculated income tax losses and temporary differences
arising between the tax bases of assets and liabilities and their carrying vatues for financial reporting purposes.
Deferred income tax is determined using tax rates (and taws) that have baen enacted or substantively enacted at the
reporting date and are expected to apply when the related deferred income tax asset is realised or the deferred income
tax liabitity is settled. Deferred income tax assets are recognised only to the extent that it is probable that future profit
will be available against which temporary differences can be utilised,

Management applies judgement to determine whether sufficient future taxable profit will be available after considering,
amongst others, factors such as profit histories, forecasted cash flows and budgets.

Dividends distributed to shareholders
Dividends are accounted for on the date they have been declared by the Company.

Basis of accounting for underwriting activities

Other financial instruments

Financial Instruments

The Company classifies s financial assets as loans and recelvables. The classifications depend on the purpose for which the
instruments were acquired. Management determines the classification of its financlal assets at Inifial recognition and re-
evaluates such designations when circumstances indicate that reclassification is permitted. The Company assesses at each
statement of financlal position date whether there is objective evidence that financial instrument is irmpalred.

Financial assets are derecognised when the contractual Hghts to the cash flows from the financial assets expire or have been
transferred and the Company has transferred substantially alt risks and rewards of ownership. Financial Kabilities are
derecognised when they are extinguished, ie. when the contractual obligatton s discharged, cancelled, expires or when a
substantial modification of the terms oceur. ’
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1.

1.14

1.14.1

1.14.2

1143

Accounting policies {continuad)
Basis of accounting for underwriting activities {continued)

Other financial instrumants (continued)

Financtal instruments (continued)

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the
asset and settle the liability simultanecusly.

Initial recognition and measurement

Financial instruments recognised on the statement of financial position include loans receivable, trade and other receivables,
cash and cash equivalents, trade and other payables and bank overdrafts. Financial instruments are recognised on trade date
when the Company becomes a party to the contractual provisions of the instrument. initial recognition is measured at fair
valua including directly attributable transaction costs for financial instruments not measured at fair value through profit and
toss. Transaction costs of financial instruments carried at fair value through profit and loss are expensed in profit or loss,

Classification and subsequent measurement

Financial assets

The Company classifies its debt investments as subsequently measured at amortised cost. The classification and subsequent
measuremnent of debt investments depend on the Company's business model for managing the financial assets and the
contractual terms of the cash flows. Financial assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest are measured at amortised cost, using the effective interest rate
method, less altowance made for impairment of these assets. Interest income from these financial assets is calculated by
applying the effective interest rate to the gross carrying amount, except for:

Financial assets that are not purchased or originated credit-impaired financial assets but subsequently have become credit-
impailred financial assets, For these financial assets, the Company applies the effective interest rate to the amertised cost of
the financial asset in subsequent reporting periads. Initiation fees which are considered to be an integral part of the effective
Interest rate are accounted for over the shorter of the original contractual term and the actual term of the loan or credit sale
using the effective interest rate. Any gain or loss arising on derecognition, modification or impairment is recognised directly
in profit or loss. The Company reclassifies debt investments when and only when its business madet for managing those
financlal assets changes.

Financial Liabilities

Financiat liabilities are classified as subsequently measured at amortised cost, using the effective interest rate method. The
effective interest rate amortisation is recognised in the statement of comprehensive income as finance costs. Financial
tiabilities measured at amortised cost on the statement of financial position include trade and other payables, borrowings
and bank overdrafts:

Classtfication of contracts

Insurance risk ts risk other than financial risk, transferred from the holder of a contract to the issuer. The accounting policies
of the Company are in accordance with the policies for recognition and measurement of short-term insurance contracts as
outlined in SAICA Circular 2/2007 and IFRS 4: insurance Contracts.

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

An insurance risk is deemed significant i, and only If, an insured event could cause an insurer to pay significant additional
benefits in any scenaric, excluding scenarios that lack commercial substance. If significant additional benefits would be
payable in scenarios that have commercial substance, the condition in the previous sentence may be met even if the insured
event is extremely unlikely or even if the expected (Le. probability weighted) present value of contingent cash flows is & small
propertion of the expected present value of all the remaining contractuat cash flows.

Recognition and measurement of confracts

a) Premiums arising from general insurance business
Gross written premiums comprise the premiums on insurance contracts entered into during the year. Premiums are
disclosed gross of commission payable to intermediaries and exclude taxes and levies based on premiums,
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1, Accounting policies (continued)

114 Basis of accounting for underwriting activities (continued)

1143 Recognition and measurement of contracts (continued)

a)

b)

c)

d)

e)

Premiums arising from general insurance husiness {continued)
Premiums are accounted for as income when the risk related to the insurance policy incepts.

Unearned premium allowance

Unearned premiums comprise the proportion of gross premiums written which relate to the unaxpired period at the
reporting date and is estimated to be earned in the following or subssquent flnancial years. Unearned premium is
computed separately for each insurance contract on a basis appropriate ta the Company's release from insured risk,
using the 365th method.

Clakms arising from insurance business

Clalms incurred in respect of insurance contracts consist of claims and claims-handling expenses paid during the
financial year together with the movement in the provision for incurred by not reported claims, Provisions for incurred
but not reported clalms comprise provisions for claims arising from insured events that incurred before the statement
of financial position date, but which had not been reported to the Company by that date.

Provision for outstanding claims

Provision is made for the estimated final cost of all claims that had not been settled by the reporting date, less amounts
already paid. Liabilitles for unpaid claims are estimated, using the input of assessments for individual cases reported to
the Company and statistical analyses, to estimate the expected cost of more complex clalms that may be affected by
external factors. The Company does not discount its liabilities for unpaid claims.

Reinsurance

Contracts entered into by the Company with reinsurers under which the Company is compensated for losses on ohe or
more contracts issued by the Company and that meet the requirements for insurance contacts in note 1.14.2 are
dlassified as relnsurance contracts held. The benefits to which the Company is entitled under its reinsurance contracts
held are recognised as assets. These assets consist of short-term balances due from reinsurers on settled claims, as well
as estimates that are dependant on gross outstanding claims and IBNR provisions, Amounts recoverable from
reinsurers are measured consistently with the amounts associated with the retnsured contracts and in accordance with
the terms of each relnsurance contract. Relnsurance premiums are primarily premiums payable for reinsured contracts
and are recognised as an expense when incurrad.

The reinsurer's share of the unearned premiums represent the portion of the current year's reinsurance premiums that
relate to risk perlods covered by the related reinsurance contracts extending into the following year. The reinsurer's
share of unearned premium (s calcutated using the 365th method.

Liabitities and related assets under liability adequacy test

At each statement of financiat position date, lability adequacy tests are performed on the Company to ensure the
adequacy of the contract labilities net of related deferred acquisition cost (DAC). in performing these tests, current
best estimates of future contractual cash flows and clalms handling and administrative expenses, as welt as investment
income from the assets backing such liabilities, are used. Any deficiency is immediately charged to profit or loss initially
by wiiting off DAC and by subsequently establishing a provision for losses arising from liability adequacy tests (the
unexpired risk provision.

1.15 Related parties
Individuals, as well as their close family members, or entities are related parties if one party has the ability, directly or
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making financial
and/or operating decisions or if the parties are jolntly controlled in a joint venture, -

1.16 Standards, interpretations and amendments that are not yet effective at 28th of June 2020
The Company has considered the following new standards, interpretations and amendments to existing standards, which

are relevant to the Company's operations and had been issued by the reporting date, but are not yet effective as
at 28 June 2020
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1.

117

Accounting policies (continued)

Standards, interpretations and amendments that are not yet effective at 28th of June 2020 (continued)

Number Title Effective date
IFRS 17 Insurance contracts; Jan-23
Amendment to [FRS 3 Business combinations {Definition of business) Jan-21
Amendment to 1AS 1 Classification of Liabilities as Current or Non-current Jan-23
Amdts to IAS 1and 1AS 8 Disclosure initiative (Definition of Material) Jan-21

The Company has not sarly adopted any of the above, The application thereof in future financial periods is not expected to
have & significant impact on the Company's reported results, financial position and cash flows, except for the standards set
out hereafter.

Title of standard IFRS 17 Insurance Contracts

Nature of change IFRS 17 was issued as replacement; for IFRS 4; Insurance Contracts.

IFRS 17 requires a current measurement model where estimates are re-measured each
reporting period. Contracts are measured using the building blocks of:

» discounted probability-weighted cash flows;

+ an explicit risk adjustment; and

* a contractual service margin (CSM) representing the unearned profit of the contract which
is recognised as revenue over the coverage period.

The standard allows a cholce between recognising changes in discount rates either in the
income staternent or directly in other comprehensive income. The choice is likely to reflect
how insurers account for their financial assets under IFRS 9.

An optional, simplified premium allocation approach is permitted for the liability for the
remaining coverage for short-duration contracts.

Impact The Company is currently assessing the impact of IFRS 17, However, with the ptannad
closure of the Company by 30 June 2021, this may be maot.

Mandatory appiication date /* |IFRS 17 is mandatory for financial years commencing on or after 1 January 2023, subject to
Date of adoption by Company |being adopted by the EU. At this stage, the Company does not intend to adopt the

standard before its effective date,

New Standards, interpretations and amendments effective at 28 June 2020
The following new standards, and interpretations and amendments to existing standards, that are effective as at
28 June 2020 had no significant effect on the Company's operations:

Number Title

Amendments to |AS 28 Long-term interests in Associates and Joint Ventures

[FRS 16 lLeases

IFRIC 23 Uncertainty Over Income Tax Treatments

Amendments fo IFRS 9 Financiat Instruments (Prepayment Features with Negative Compensation)
Various Annual improvements to IFRS 2015 - 2017 Cycle

Experience Account

The company entered into an excess of loss relnsurance policy that covers the risk of property damage and business
interruptions. The insurance policy gives rise to continued insurance cover for which an asset is recognised. The asset is
measured at amortised cost, similar to that of IFRS 9, and included within other racelvables. Interest accrues on the asset at
the contractual interest rate and is included In interest revenue In the statement of comprehensive income. Premiums paid
are capitalised to the asset and lnsurance claims made in respect of this policy are freated as a reduction of the asset.
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28 June 30 June
2020 2019
R R

Deferred acquisition costs
Balance at the begirning of the year 64,836,563 69,121,185
Acquisition costs pald in the year 53,655,843 £8,502,344
Acquisition costs incurred in the year (64,269477) (72,786,986)
Balance at the end of the year 54,222,929 64,836,563
Analysis of deferred acquisition costs
Non-current - 24,064,082
Current 54,222,929 40,772,481

54,222,929 64,836,563
Loan to Shoprite Investments Lid
Balance at the beginning of the year 79,334,795 390,800,132
Advances 1,080,514,303 754,567,923
Interest 13,436,591 27,091,395
Repayments (939,431,592) (1,093,124,655)
Balance at the end of the year 233,854,097 79,334,795
Loan to Shoprite Checkers (Pty) Ltd
Balance at the beginning of the year 71,071 4,252,636
Advances 3,763,946 6,714,573
intarest - S
Repayments {71.963) (10,895,138}
Balance at the end of the year 3,763,054 71,071
Total loans and receivables 237,617,151 79,405,866
The loans to fellow subsidiaries are unsecured and payable on
demand. Shoprite investments Ltd eams interest at 7.31% per
annum (2019: 7.64% per annum).
Reinsurance assets
Reinsurers’ share of insurance liabilities:
Claims reported and loss adjustment expenses 2221717 2,343,227
Claims Incusred but not reported 1,132,252 18,836,029
Total assets arising from reinsurance contracts 3,359,969 21,179,256
Analysis of reinsurance assets
Non-current - 2,117,926
Current 3,359,969 19,061,330

3,359,969 21,179,256

Refer to note 16.1.3 for the liquidity risk analysis of reinsurance

assets,
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30 June
2019

12,497,111
29,393,581

41,890,692

260,000

260,000

19,970,000

103,645,443
29,442,396
193,076,170

326,164,008

2,343,227
18,836,029

21,179,256

101,302,216
10,606,367
193,076,170

304,984,753

28 fune
2020
R
5. Insurance and other receivables
insurance premiums recelvable - Local 89,718,192
Insurance premiums receivable - Foreign 35,248,164
Recelvables arising from tnsurance 44,956,356
6. Share capital
Crdinary share capitat
Authorised:
130 000 par value ordinaty shares of R2 each 260,000
Issued:
130 000 par value ordinary shares of R2 each 260,000
issued:
Share Premium 19,970,000
Al shares are fully paid up. There ate no unissued ordinary
shares,
7. Insurance liabilities
Gross
Claims reported and (oss adjustment expenses 79,068,697
Claims incurred but not reported 11,679,695
Unearned premiums 181,988,748
Total gross insurance liabilities 272,737,140
Recoverable from reinsurers
Claims reported and loss adjustment expenses 2,227,717
Claims incurred but not reported 1,132,253
Total reinsurers’ share of insurance liabilities 3,359,970
Net
Claims reported and loss adjustment expenses 76,840,980
Clalms incutred but not reported 10,547,442
Unearned premiums 181,988,748
Total net insurance liabilities 269,377,170
Analysis of total gross insurance liabilities
Non-current w
Current 272,737.14C
272,737,140

28,160,797
298,003,212

Refer to note 16.1.3 for the liquidity risk analysis of insurance
labilities,
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Gross Reinsurance Met
R R R
8. Movements in insurance labilities and relnsurance assets
a)  Claims reported and loss adjustment expenses
Qutstanding claims - 2020
Balance at the beginning of the year 103,645,443 (2,343,227} 101,302,216
Claims patd tn respect of prior years (52,380,501) 14,626,339 (37.754,162)
Claims paid in respect of this year (32,992,017) 83,764 {32,908,253)
- change in prior year estimates (17.496,499) (16,190,074) (33,686,573)
- current year claims reported 78,292,271 1,595,482 79,887,753
Balance at the end of the year 79,068,697 (2,227,717) 76,840,980
Outstanding claims - 2019
Balance at the heginning of the year 262,164,431 {78,964,067) 183,200,364
Claims paid in respect of prior years {233,756,424) 89,067,520 (144,688,904)
Clatms paid in respect of this year {50,548,089) 2476,790 {48,071,299)
- change in prior year estimates {29,629,021) (21,031,185} (50,670,206)
- eurrent year clalms reported 155,424,546 6,107,715 161,532,261
Balance at the end of the year 103,645,443 (2,343,227) 101,302,216
b)  Claims incurred but not reported
1BNR - 2020
Balance at the beginning of the year 29,442,396 (18,836,029) 10,606,367
Clalms incurred in respect of prior years (3,668,162) 175,092 (3,493,070)
- overpravision of prior year reserve (25,774,234) 18,660,937 (7,113,297)
- amount raised during the year * 11,679,695 (1,132,253) 10,547,442
Balance at the end of the year 11,679,695 (1,132,253) 10,547,442
* This figure includes the COVID-19 provision.
IBNR - 20179
Bafance at the beginning of the year 26,717,901 {16,264,090) 10,453,811
Claims incurred in respect of prior years (2,807,183} 121,682 (2,685,501}
- overprovision of prior year reserve (23,910,718} 16,142,408 (7,768,310)
- amount raised during the year 29,442,396 {18,836,029) 10,606,367
Balance at the end of the year 29,442,396 (18,836,029) 10,606,367
<} Provision for unearned premiums
UPR - 2020
Balance at the beglnning of the year 193,076,170 - 193,076,170
Premiums written during the year 629,885,165 {272,379,169) 357,505,996
Premiums earned during the year (640,972,587} 272,379,169 {368,593,418)
Balance at the end of the year 181,988,748 - 181,988,748
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8. Movements in insurance liabilities and reinsurance assets
{continued)

c) Provision for unearned premiums (continued)
UPR - 2019
Balance at the beginning of the year
Premiums written during the year

Premiums earned during the year

Balance at the end of the year

9. Trade and other payables

Trade payables
Gther payables and accruals

Total trade and other payables

10. fnsurance benefits and claims
Gross
Claims paid
- in respect of this year
- in respect of prior years
Movement in outstanding claims and IBNR

Total claims and loss adjustment expenses

Relnsurance
Claims recovered

- in respact of this vear

~ n respect of prior years
Movement in outstanding claims and IBNR
Total reinsurance recoverles

Net insurance benefits and claims

11. Other operating expenses

fees for professional services
Adrministration and related expenses

Total uther operating expenses

29

Gross Reinsurance Net

R R R
214,181,782 - 214,181,782
644,810,925 (246,375,718 39B.435,207
{665,916,537) 246,375,718 (419,540,819)
193,076,170 - 193,076,170

28 June 30 June

2020 201¢

R R
2,867,678 6,819,342
1,012,638 2,976,306
3,880,316 9,795,648
85,372,518 284,304,513
32902017 50,548,089
52,380,501 233,756,424
{42,339,447) {155,794,493)
43,033,071 128,510,020
(14,710,103) (91,544,310}
{83,764} (2,476,790}
{14,626,339) (89,067,520)
17,819,288 74,048,902
3,105,185 {17,495,408)
46,142,256 111,014,612
2,577,692 1,895,129
4,033,728 {60,001)
6,611,420 1,835,128
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12. Investment income
Interest received - Loans and receivables
Investment income - Experience account
Investment incore - Cash and cash equivalent
Investment income - Short term Investment

Total investment income received

13. Income fax expense
13.1 South African income tax

Current income tax

13,2 Reconciliation of inceme tax

Deferred Tax - Salaries
South African current thcome tax at 28% (2019: 27.99%)

Income tax expense

14, Cash flow information

14.1 Changes in working capital
Decrease in Reinsurance assets
Decrease in Defarred acquisition costs
Increase in Insurance and other receivables

Decrease in Insurance liabilities
Decrease in Trade and other payables

14.2 Dividends paid

Amounts paid during the year ta the holding company

14.3 Income tax paid
Payable at the beginning of the year
Income tax expense
Payable at the end of the year

lncoma tax patd

15. Commitments and contingent liabilities

There were no commitments or contingent liabilities at the statement

of financial position date.

30

28 June
2020
R

13,436,591
5,170,929
56,065,719
994,733

D —

75,667,972

[ S e SRR =

90,178,800

(57,301)
90,236,107

80,178,800

17,819,283
10,613,634
{36,949,020)
(53,426,869)
{4,376,648)

l

{66,319,615)

.

24,404,641
90,178,800
(67,313,130}

e T FES—

47,270.311

e e e

30 June
2019
R

27,091,395
4,003,752
53.350,563

84,445,710

89,137,950

l

(165)
89,138,115

—

89,137,950

74,048,902
4,284,621
(38,711,185)
(176,900,105)
{1,523,575)

(138,801,342}

l

350,000,000

28,266,259
89,137,950
(24,404,641)

— e

92,999,568
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16,

16.1

16.1.1

16.1.2

Financial risk management and financial instrument disclosure

Financial risk management

The Company’s activities expose it to a varlety of financial risks, including the effects of changes in interest rates. The
Company fallows the Shoprite Holdings Ltd Group's overall risk management programme which focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on the flnancial performance of the
Campany.

Financial risk management is carfled out by a central treasury department of the Shoprite Holdings Ltd Group under policles
approved by the Board of Directors. The risk management programms provides written principles for overall risk
management, as wall as written policies covering specific areas, such as foreign exchange rate risk, interest rate risk and
investing excess liquidity where applicable to the Company.

Market risk

Cash flow and fair value interest rate risk

The Company's interest rate risk arises mainly from calt accounts. The Company does not account for any fixed rate financial
assets or liabilities at fair value through profit and loss and therefore a change in interest rates at the reporting date would
not affect profit or loss. Fixad rate financial instruments include foans and receivables, refer to note 3.

Call accounts carry interest at rates fixed on a dally basis and expose the Company to cash flow interest rate risk. The
Company analyses this interest rate exposure on a dynamic basis, Daily cash flow forecasts are done and combined with
interest rates quoted on a daily basis, This information is then taken into consideration when reviewing reinvesting and/or
tenewal/cancellation of existing positions and alternative investing. Based on these scenarios, the Company calculates the
impact on profit and loss of a defined interest rate shift, The scenarlos are run only for cash/borrowings that represent the
major interast-bearing positions. The weighted average effective interest rate on calt accounts was 6.81% (2019: 7.4%).

Where material concentvations of interest rate risk exists within the Company a sensitivity analysis was performed to
calculate what the increase /decrease in profit for the year would have been if the various individual interest rates the
Company's financial instruments are subject to strengthened or weakened. At 28 June 2020 the estimated increase of
50 basis points in the South African prime rate would have resulted in a possible increase in post-tax profit of
R3 844 284. At 30 June 2019 the estimated increase of 50 basis points In the South African prime rate would have resulted in
a possible increase in post-tax profit of R4 271 047,

The amounts were calculated with reference to the financial instruments exposed to interest rate risk at the reporting date
and does not reflect the Company's exposure throughout the reporting period as these balances may vary significantly due
to the self funding nature of the Company's required working capital and cyclical nature of cash received from sale of
merchandise and payment to trade and other payables. The possible interest rate movements were determined based on
management's best estimates taking into account prevalling economic and market conditions and future expectations.

Credit risk

The Company also has exposure to credit risk on its reinsurance assets, The Company determines counterparty credit quality
by reference to ratings from independent ratings agencies such as Standard & Poor.

Refer to note 3 for exposure to credit rate risk on loans and receivables.

The table below (overlea) provides information regarding the aggregated cradit risk exposure for financiat and reinsurance
assets. Financial and relnsurance assets are graded according to current credit ratings issued. The carrying amounts of assets
inciuded on the statement of financial position represent maximum exposure,

Reinsurance credit exposures

Reinsurance is used to manage Insurance risk. However, this does not discharge the Company's liability as prirmary insurer,
If a reinsurer fails to pay a clalm for any reason, the Company remains liable for the payment to the policyholder. The credit
worthiness of reinsurers is considered annually by reviewing their financial strength prior to finalisation of any contract,
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16,
16.1

16.1.2

16.1.3

Financial risk management {continued)

Financial risk factors {continued)

Credit risk (continuved)

At June 2020

Loans and recelvables
Reinsurance receivables
Insurance and other receivables
Experience account

Cash and cash equivalents
Short Term tnvestments

At June 2019

Loans and receivables
Reinsurance receivahbles
Insurance and other receivables
Experience account

Cash and cash equivalents

Liguidity risk

The table below analyses the Company's non-derivative financial liabilis
remaining period at the reporting date to the contractual maturity
contractual undiscounted cash flows based on the earliest date on whi
both interest and principal cash flows. Balznces due within 12 mont

discounting (s not significant.

The following maturity analysis provides details on
flows for insuranca contracts recoghised at the repo

At June 2020

Assets

Loans and receivables
Reinsurance raceivables
Insurance and other recaivables
Experience account

Cash and cash equivalents
Short term investment

Liabilities
Ihsurance liabilities
Trade and other payables

Total

%

%

BEB-
%

100.00

100,060
100.00
100.00

100,00

100.00
100.00

Not

100.00

100.00

100.00

160.00

Carrying
R

237,617,151
3,359,969
44,966,356
96,859,789
691,607,197
138,632,230

79,405,866
21,179,256
41,890,692
62,986,434
774,802,400

les into relevant maturity groupings based on the
date. The amounts disclosed in the table are the
h the Company can be required to pay and include
hs equal thelr carrying balances as the impact of

the contractual settlement for financial instruments and expected cash

rting date;
<3 3to6 6to12 >12 Carrying
months months months months value
R R R R R
237,617,151 - - - 237,617,151
3,359,969 - - - 3,359,969
11,672,799 33,294,157 - - 44,966,356
96,859,789 - - - 96,859,789
691,607,197 - - - 691,607,197
- 138,632,230 - - 138,632,230
(77,122,333} {136,117,495) (59.497,311) - (272,737,139)
{2,867,678) {1,012,638) - - (3,88C,316)
961,126,294 34,796,254 (59,497,311) - 936,425,237
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16,
16.1

16,1.3

16.1.4

Financial risk management (continuad)
Financial risk factors (continued)

Liquidity risk (continued)

<3 3to6 Gto 12 »>12 Carrying
months months months months value
R R R R R
At June 2019
Assets
Loans and recelvables 79,405,866 - - - 79,405,866
Reinsurance recelvables 8471,702 6,353,777 4,235,851 2,117,926 21,179,256
Insurance and other receivables 37,998,461 3,892,231 - - 41,880,692
Experience account 62,986,434 - - - 62,986,434
Cash and cash equivalents 774,802,400 - - - 774,802,400
Liabilities
Insurance fabititles {82,939,162) (84.482,391) {130,581,659) (28,160,797} {326,164,009)
Trade and other payables (6,819,345 (2,976,303) - - {9,795,648)
Total 873,906,356 (77,212,686} (126,345,808} (26,042,871} 644,304,991

Insurance risk

The Company underwrites insurance products with the following terms and conditions:

- Credit protection which covers the risk of the customers being unable to seftle the terms of the eredit agreement as &
result of death, disability or qualifying retrenchment;

- All risk cover, which covers the repair or replacement of the product due to accidental loss or damage within the
terms and conditions of the policy, and extended guarantees which covers the repair or replacement of faulty
products as an extension of the supplier's guarantee; and

- Assets All Risks (including material damage and consequential loss), Motor and Marine Cargo covers for Shoprite
Holdings Ltd and other feliow subsidiary companies. These palicies provide protection against accidental loss or
damage to cotnpany property and assets during the course of businass,

The risk under any one insurance contract is the possibility that an insured event occurs as well as the uncertainty of the
amount of the resulting claim. By the very nature of an insurance contract, the risk is random and unpredictable,

Underwriting risk is the risk that the Company's actual exposure to short-term risks in respect of policy-holding benefits will
exceed prudent estimates. Where appropriate, the above risks are managed by senior sanagement and directors,

Within the insurance process, concentration risk may arise where a particular event or series of events could impact heavily
on the Company's rescurces, The Company has not formally monitored the concentration risk; however, it has mitigated
against concentration risk by structuring event Hmits in every policy fo ensure that the probability of underwriting loss is
mihimised, Therefore the Company does not constder its concentration risk to be high,

Reinsurance risk

Reinsurance is used to manage insurance risk. The Company obtains third-party reinsurance cover to reduce risks from
single events or accumulations of risks that could have a significant impact on the current year's eamings or the Company's
capital. However, this relnsurance protection does not discharge the Company’s liability as primary tnsurer, I a reinsurer fails
to pay a claim for any reason, the Company remains liable for the payment {o the policyholder.

The Company has some exposuire ta concentration risk with individuat reinsurers due to the nature of the reinsurance market
and the restricted range of reinsurers that have acceptable credit ratings. The credit worthiness of reinsurers is considered on
an on-going basis, and annually at renewal, by reviewlng thelr financial strength prior to finalisation of any contract. The
bosrd approves the reinsurance renewal process on an annual basis,
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17.

17.1

17.3

17.4

17.5

28 June
2020
R
Related party information
Related-party relationships exist between the Company, fellow
subsidiaries, directors of the Company and an external company in
which one of the directors has a financial interest.
Management fees
Mon-executive director, ) ¢ M Wethmar, is a director of Sigma Risk
Solutions (Pty) Ltd, a company that renders administrative and
advisory services to the Company in return for a management fee.
Management fees 2,577,692
L Y
Acquisition costs
Expenses for the acquisition of insurance contracts represent
commission paid. Acquisition costs are deferred over the period of
the contract and are amortised on a tire apportionment basts in line
with unearned premilums, These transactions occurred under terms
that are no less favourable than those arranged with third parties,
These transactions are Included in note 2.
Shoprite Chackers {Pty} Ltd 22,185,368
OK Bazaars (Venda) t.1d 31,940
22,217,308
A N T TN RNy
Premium income
Premiums are recelved from related parties In respect of the
underwriting of the following exposures:
- Assets All Risks (including material damage
and consequential loss);
- Motor; and
- Marine cargo,
Shoprite Checkers (Pty} Lid 378,672,563
Transpharm (Pty) Ltd 3,822,879
Medirite (Pty) Ltd 1,339,693
Computicket (Pty) Ltd 668,347
Parys Development Properties (Pty} Ltd .
Flicape (Pty) Ltd 118,056

384,621,578

A AT .0 e oy
Acquisition costs as at year end
Shoprite Checkers (Pty) Ltd 54,222,928
Total premium income 438,844,506
s B e OO T
Dividends
A dividend was declared and paid tc Shoprite Holdings Ltd in the
prior periad.
Dividends paid -
M———— R dcirTr e —T
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30 June
2019
R

1,895,129
B —

32,025,371
44,185

32,069,556

360,532,468
2,399,180
1,385,189
1,045,002

627,281
105,870

366,094,990

l

46,733,252

l

412,828,242

l

350,600,000

l
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17,

17.6

17.7

17.8

17.9

28 June
2020
R
Related party information (continued)
Premiums receivahle
Inctuded In receivables under insurance contracts (note 5) is the
following amount owed by Shoprite Checkers (P Lid in respect of
outstanding premiums:
Insurance premiums receivable 9,718,192
m_
Insurance claims
Included in insurance benefits and claims are the following amounts
incurred in respect of claims:
Shoprite Mauritiys Ltd =
Shoprite Checkers (Pty) Ltd 55,057,550
Hungry Lion Fast Foods (Pty) Ltd -
Transpharm (Pty) Ltd 331,207
Computicket (Pty) Lid 63,260
Madirtte (Pty) t1d 84,915
Africa Supermarkets Ltd -
Usave Supermarkets (Pty) Lid -
Shoprite Checkers (Mozambigue) Ltd -
Mercado Fresco de Angola Ltda -
55,536,932
m
Loans and recetvables
The Company invests its surplus funds with certain fellow subsidiaries,
The terms and conditions of these loans are set out in note 3,
Loan to Shoprite Investments Lid 233,854,097
Loan to Shoprite Checkers (Pty) Ltd 3,763,054
Total loans and recelvables 237,617,151
m
interest received from Shoprlte Investments Ltd 13,436,592
Total interest earned from related partigs 13,436,592
%
Commissions and claims payable
Included tn liabilities is the following amount owed to Shoprite
Checkers (Pty) Ltd in respect of commissions and ¢laims:
Commissions payable 1,943,791
Claims payable 2,367,843
—
4,311,634
e Y
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30 June
2012

12,497,111
s ]

(313,334)
50,011,450
2,495,659 -

60,627

41,687

86,386
(28,602,204)
(79,798}
33,242,572
35,000,000
L
91,943,045
e

79,334,795
71,071
79,405,866

I R e r—

27,091,395
27,091,395
e —

2,499,605

2,393,719
—_——

4,893,324
TN s W
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17.

17.1¢

i8.

14.

*

Related party information {continued)}

OQutstanding claims
Included in Insurance liabitities {note 7) are the following amounts
owed in respect of outstanding claims:

Shoprite Checkers (Piy) Ltd
Shopiite Lesotho (Piy) Ltd
Afiica Supermarkets Lid
Shoprite Supermercados Ltda
Shoprite Mozambigue Ltda
Usave Supermarkets (Pty) Ltd
Mercado Fresco de Angola Ltda
Computicket (Pty) Ltd
Transpharm (Pty) L td

Claims payable

Directors’ emoluments

Non-executive directors:

- M Bosman - services as a director

- R | Coates - services as a director

- A FW Peters - services as a director
- JCM Wethmar *

M Bosman, Rl Coates and AFW Peters are the only directors who
recelve remuneration for services at Board Meetings. No other
director receives remuneration from Shoprite Insurance Company in
respect of thelr services as directors of Shoprite Insurance Company.

Mr JCM Wethmar, a non-executive director of the Company, is also a
director of Sigma Risk Sclutions (Pty) Ltd, which is a service
organisation of the Company (as per note 17.1). He does not eamn
directors fees from Shoprite Insurance Company, but instead from
Sigma Risk Solutions {Pty} Ltd,

Post balance sheet event

The Board of Directors declared a dividend of R540 million at their
meeting on 13 October 2020. Other than the facts in this annual
report, there have been no materiat changes in the affairs or the
financiat posttion of the Company from 28 June 2020 to the date of
these annual financial statements. The directors, in conjunction with
the direction from the Group, have decided to cease all new business
with effect from 1 July 2020. Al new business will be wrlitten into
Tespective celt facilities with a registered Cell Provider, and all existing
active business will be transferred into these respective cells bafore
30 June 2021. As a result of this decision, the PA will not be
converting the Company's insurance registration into an insurance
licence under the new Insurance Act, with the planned closure of the
Company by 30 June 2021,
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28 June
2020

34,012,125

45,000
98,321

34,155,446

I

61,800
61,800
61,800
185,400
e T

30 June
2019
R

101,295,109
54,245,000
50,098,336
31,771,036
15,521,782

3,109,033
138,099

256,178,395
e e

60,000
60,000
60,000

— e

180,000
T Y M w2 AR
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20. Restatement

The Company initiated a multi-year excess of loss retnsurance contract with Centrig Insurance Company Limited ("Centrig"),
with effect from 1 July 2017, in refation to its first party insurance business. Cenirig monitors the underwriting performance
of the contract over the mikti-year period (a technical reserve), While the Company may only ledge reinsurance recoveries
within the terms and conditioas of this policy, the cancellation clause of the policy may provide some control o the
Company over the underwriting result of the policy (the technical reserve, or ‘Experience Account’, as monitored by the
reinsurer). The multi-year nature of the policy may also suggest the requirement to recognise some amount of unearned
reinsurance capacity at respective annual contract renewal periads. The Company has accardingly chosen to recognise this
‘Experience Account’ as an asset on the Statement of Financial Posltion with effect fram 1 July 2017, in prior years
management accounted for the contract as an ordinary relnsurance rontract, whereby the premiums paid were expensed
annually. However, in terms of the contract, the technical reserve is accumulated In favour of the Campany over the term of
the contract, which the Company can utilise either in terms of submitting claims or to be transferred to anather reinsurer for
the continuation of cover with that other reinsurer, The restatement of the respective periads is as follows:

As previously

stated Restatemant Restatad

Statement of Financlal Position 30 June 2019
R

ASSETS
Current assets
Experience account “ 62,986,434 62,986,434
EQUITY
Capital and reserves
Retained earnings 621,682,764 45,350,232 667,032,996
LIABIL{TIES
Current Uabilities
Current tax lisbility 6,768,440 17,636,201 24,404,641
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20, Restatement {continued)

Statement of Financial Position

ASSETS
Current assets
Expertence account

EQUITY
Capital and reserves
Retained earnings

LIABILITIES
Current liabilities
Current tax liability

Statement of comprehensive income

Reinsurance premiums
Investment income

income tax expense

38

As previously
stated

T July 2018
R

766,019,341

18,787,787

30 June 2019
R

{275,078,145)
80,441,958

(79,980,220)

Restatement

30,286,255
21,801,783

8,478,472

28,702,427
4,003,752

(9,157,730}

Restated

30,280,255

787,821,124

28,266,259

(246,375,718)
84,445,710

(89,137,950)




