








Citizen Leader Lab is committed to the empowerment of public school principa
through a structured leadership development programme and a unique
partnership with business.

~ “Thanks to our partnership with FEMEF, we've supported 700 schog
principals become more e ective leaders, positively impacting over
14 000 educators and more than 485 000 learners in all nine province
Ei:nifggleclgfeader Lab of South Africa. We are exploring expanding our impact by working with
NGOs focused on foundational literacy.”
Komala Pillay, CEO
O—

The Thandulwazi Maths and Science Academy
dedicated to enhancing the quality of teaching and
learning in schools by implementing innovative and

impactful approaches to maths and science educatio

“Thandulwazi and Funda Wande have
- signed a mutually drafted Memorandum of
Understanding (MOU) to formalise and govern

their partnership. This collaboration is already
£ Thandulwazi bene ting 84 teacher interns and 84 mentors
PN irsiisiio (experienced teachers) in the Waterberg and

%4 Capricorn districts of Limpopo Province.”
Dr Manzini Hlatshwayo, Deputy Head

The FEM Education
Foundation (NPC) (FEMEF) !
was established in 2016 as *
a landmark corporate social

investment initiative by FEM
policyholders and the wider
construction industry. Through a
donation of R1.25 billion, the
objective is to make a real and
signi cant impact in improving
education and leadership in
South Africa. Collaboration
is essential in achieving this
goal. FEMEF has pledged over
R500 million of funding to
10 organisations to date.

s

FundaWande

Reading for Meaning

KICP is a teacher development organisation that ai
to improve the quality of education in South Africa
through professional development and experiential

learning opportunities for student teachers educators and
school leaders.

“As a result of our collaboration with FEMEF and
through representation at the Teacher Internship
Collaboration South Africa (TICZA), KICP continues
to work towards developing a model of extended

student teacher internships which can be

KICP ' institutionalised nationally.”

Khanyisa Inanda Seminary Sinoxolo Ndlovu, Project Mentor
Community Projects

\

l’ N

Sl
u basic education

Department:
Basic Education
REPUBLIC OF SOUTH AFRICA

organisational engagement with other organisations working in the sector.”
Dr Nompumelelo Nyathi-Mohohlwane, Deputy Director: Research, Monitoring & Evaluat

www.fem.co.za/fem-education-foundation




HEALTH AND SAFETY WITHIN CONSTRUCTION

Ensuring the health and safety (H&S) of employees reduces an organisation’s risk when it comes to losses associated with
occupational accidents and diseases. Workplace injuries, disabilities and fatal accidents have far-reaching consequences
that extend to the friends, family and communities of workers.

We continue to monitor and make publicly available statistics on accidents within the construction industry (specifically
FEM’s policyholder base). Table 1 provides the statistics according to the cause of accidents for 2024. There were 6 452
reported accidents (as per data extracted in March 2025). Of these reported accidents, 60 resulted in fatalities, and 839
resulted in permanent disabilities that did not result in pensions. The main causes of accidents are: 33.90% struck-by
accidents, 13.87% slip or over-exertion, 10.97% Motor Vehicle Accidents (MVAs), 10,34% striking against, and 10,06% fall
on to different levels. We continue to monitor and make publicly available statistics on accidents within the construction
industry (specifically FEM’s policyholder base).

Table 1: Accident Statistics as of December 2024

Permanent Permanent
Disabilities Disabilities

Accidents Fatal Number of Not Resulting Resulting Average Cost

Percentage Accidents Accidents in Pensions  in Pensions per Accident

Accident Type N.E.C. 1.26% 1 47 81 2 0 R 30 745.50
Awaiting Information 0.19% 1 6 12 0 0 R 76 586.99
Caught In, On, Between 6.20% 0 4 467 400 99 2 R 80 951.47
Contact With Electric Current 0.65% 2 752 42 10 0 R100 482.43
Contact With Temp Extremes 2.05% 2 860 132 43 0 R 127 738.43

Fall On To Different Levels 10.06% 5 13434 649 160 1 R 184 88711

Fall On To Same Level 5.10% 0 2987 329 50 0 R 55 606.14
Inhalation, Absorption, Ingestion 1.05% 0 48 68 4 0 R 21085.83
Motor Vehicle Accident 13.87% 27 9899 895 105 5 R 121431.04

Not Applicable 0.20% 0 0 13 2 0 R 30 247.69

Slip Or Over-Exertion 13.87% 0 5 054 895 57 0 R 33 76315
Striking Against 10.34% 0 3039 667 64 0 R 80 968.68
Struck By 33.90% 19 14 636 2187 238 3 R 55 694.57

v Unclassified-Not Suff. Data 1.27% 3 16 82 5 0 R 146 797.42
s TOTAL FOR 2024 100.00% 60 55 245 6 452 839 " R 70 974.76

jl Source: online.fem.co.za/statistics/injuries
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FEM collaborated and implemented the following
H&S interventions for the benefit of the construction

industry:
A) DEL Ministerial session signs the H&S Accord

The Department of Employment and Labour’s
Inspection and Enforcement Services (DEL IES), in
collaboration with the Compensation Fund, FEM and
Rand Mutual Assurance (RMA), had arranged a breakfast
session on 16 October 2024 with the new Minister of
Employment and Labour, Nomakhosazana Meth. It was
the launch of the Occupational Health and Safety
(OHS) prevention accord and the Occupational Health
and Safety strateqy 2024-2029. This event took place
against the backdrop of OHS being the fifth principle
in the International Labour Organisation’s fundamental
rights and principles at work, which necessitates
a systematic approach from all stakeholders to
address this fundamental right. The session brought
together organised business, organised labour, the
Compensation Fund, FEM, RMA, practitioners in the field
of OHS, as well as professional bodies.

B) DEL/ FEM - Decent Work in Construction

The Decent Work in Construction Project partnered
with the Department of Employment and Labour (DEL),
the Federated Employers Mutual Assurance (FEM) and
the George Local Municipality to run a multimedia
communication campaign aimed at raising awareness
about the importance of decent work and effective
OSH practices in the construction sector and on all
construction sites regardless of size. Further, the
campaign sought to promote positive behaviours
related to life saving H&S practices. The roadshows
commenced in George on 30 October 2024 and in Cape
Town on 1 November 2024.

C) Safetember and FEM H&S Awards

The 2024 Safetember conference and H&S Awards were
hosted on 2 September 2024 at the Montecasino in
Johannesburg, September 11th at the Capital Pearls
in KwaZulu Natal, and on 20 September 2024 at the
Raddison in Cape Town. Attendees complimented
the format of holding the two events on the same
day. The conference’s theme had the objective of
preventing motor vehicle accidents and addressing
mental health in construction. Participants included
representatives from policyholders, private sector,
government, organised labour, and the media. All
speakers volunteered to present at no cost in support

of the event. Expert speakers participated in a panel session
to discuss the George incident and suggest ways to prevent
similar incidents in the future.

D) The FEM H&S Mentorship Programme

The aim of the Mentorship Programme is to empower small,
medium, and micro-sized companies in the construction
industry to understand how to develop and implement
health and safety files, conduct risk assessments, and
apply general health and safety protocols. Each FEM grant
recipient is required to mentor 10 SMMEs. The uptake of the
programme by SMMEs was reported by Grant Recipients as
being very positive. This was the first year that a mentorship
category was presented at the FEM H&S Awards.

E) FEM H&S Magazine

During the Safetember conferences, we presented the
second edition of the FEM H&S magazine. There were
magazines issued to policyholders, employees and other
stakeholders, with an electronic version e-mailed and posted
on the FEM website. Both construction employers and
employees benefit from the H&S material in the magazine.

F) FEM Construction H&S Committee

The FEM Construction H&S Committee comprises all the
health and safety managers from the FEM H&S grant
recipients. The specific focus of this committee is to analyse
FEM health and safety statistics; cross-pollinate health
and safety strategies across H&S grant recipients, address
regional/grant recipient-specific issues, and assist FEM
policyholders, especially emerging contractors, with health
and safety interventions.

G) FEM H&S Think Tank

Leading professors from different universities are part of the
committee.

The mandate of the FEM H&S Think Tank is to provide input
in terms of the health and safety strategy for FEM, Expert
health and safety recommendations for FEM policyholders
through newsletters and journals, Analysis of accident
statistics, and Input into legislation and regulation
amendments including the OHS Act, COIDA, Construction
Regulations and Ergonomics.

H) FEM Organised Labour H&S Committee

The first Organised Labour H&S committee meeting with key
representatives from unions was held online during August

2024. There was consensus to collaborate and promote V

H&S in the interest of the construction workers. !

=7

09



REPORT OF THE CHAIRMAN
for the year ended 31 December 2024

The construction industry and the country has had a tough 2024. The state of infrastructure in
Gauteng is particularly concerning and remains a hindrance to development. Recent announcements
around public private partnerships in upgrading of the Eskom grid are positive and will facilitate
opening up more renewables. The country’s logistics remain critical. The state of infrastructure in
Gauteng is particularly concerning and remain a hindrance to development.

FEM has once again achieved outstanding financial results in 2024. Insurance revenue of R1.198 billion
is up 18% on the prior year. Claims paid in cash increased 17% on the prior year, which is testament
to the Company’s commitment to honouring all valid claims for Occupational Injuries and Diseases as
well as supporting our claimants beyond claim stage to adjust back into daily life. A positive result for
the year enabled FEM to provide for a R271 million annual premium rebate for 2024.

The Company’s Balance Sheet is healthy, with total assets increasing by R1.3 billion during the year
to R10.6 billion at 31 December 2024. The Solvency Capital Requirement ratio is a healthy 2.05 times.
FEM’s strong financial results demonstrate the ongoing efforts by the Board, the management team
and all FEM employees in growing a sustainable and impactful organisation.

Investment performance has been good despite a new turbulent world. World tariff structures are
likely to have a significant impact on the SA economuy.

Nazeer Hoosen has made a wonderful start as the new CEO. His energy and new ideas are making a
significant impact. A special welcome to our new CFO, Thys Spies. Thys brings a wealth of experience
to the finance department.

The FEM Education Foundation (FEMEF) continues to grow and make a difference. We are very
fortunate to have Ndivhuwo Manyonga stay on as chairman. In November FEM’s shareholders
authorised a donation of a further R500 million to FEMEF. This will give FEMEF a huge boost and enable
the foundation to continue with more amazing work done in supporting less privileged communities.
Sincere thanks to all those partners who have made a difference. FEMEF intends spending a significant
portion of the new funds on growing and training young entrepreneurs in the construction space.

Once again, many thanks to the policyholders, staff and the Board of FEM for their support over the
past year.

As Pelé said: “Success is no accident. It is hard work, perseverance, learning, studying, sacrifice and most of all,
love of what you are doing or learning to do.”

Y

Mr JR Barrow
Chairman
Johannesburg
29 April 2025



REPORT OF THE CHIEF EXECUTIVE OFFICER
for the year ended 31 December 2024

It gives me great pleasure in presenting the results of FEM for the year ended 31 December 2024. 2024
was a year of many significant events impacting on FEM, beginning with a change in the leadership team
of Ms NF Manyonga (CEO) and Mr Y Bodiat (CFO), both of whom have resigned from the organisation. My
appointment together with Mr Thys Spies as CFO has ushered in a fresh approach to the business, post
a very successful stint by our predecessors, for which | would like to thank them.

The construction industry has continued to operate in a low growth environment during the year.
Plagued with the continued impact of site invasions and a lack of spend, the industry has laboured
behind its peers as can be seen in the graph below:

Three industries keeping GDP afloat - Finance, transport and personal services

Industry recoveries during the pandemic [excl. Agriculture]
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Notwithstanding the struggles reflected above, the industry is still bullish considering the proclamations
of the newly formed GNU with an emphasis on infrastructure development.

A continuation of growth in our gross written premium income to R1.291 billion is a testament to our
objective of expanding our services to a broader base in the industry and ensuring that workers in the
industry have access to our benefits in their time of need.

The Compensation industry will be faced with significant change that is being brought about by the
Amendment to the COID Act. We expect many of these amendments to be proclaimed during 2025 with

benefits such as rehabilitation and reintegration of the injured employee back into the workplace being
a core feature of the changes to benefits.

Our focus on embracing technology to improve service delivery continues to gather momentum with
numerous improvements being mooted for 2025. We are progressing our online presence with more than
70% of clients now lodging claims on our portal which bode well for becoming a more paperless entitu.



REPORT OF THE CHIEF EXECUTIVE OFFICER (continued)
for the year ended 31 December 2024

Health & Safety (H&S) is a priority in a construction industry with FEM playing a leading role in creating
awareness and furthering advocacy towards H&S. FEM has hosted conferences throughout the country
in 2024 focusing on H&S and has partnered with Academia in the form of several professors and other
academics from various institutions forming an advisory panel to the industry.

Our H&S mentorship programs of SME’s through industry member bodies such as the MBSA has proven
to be a success with 81 SME’s having participated in the program. We will continue to drive this together
with a few new initiatives during 2025.

We continued our SAFETEMBER theme and held our H&S conferences in Johannesburg, Durban, and Cape
Town during September 2024. A strong attendance supported our continuation of the focus on H&S in
the industry, which is beginning to resonate in most circles.

| would like to acknowledge the sterling work done by the FEM staff in ensuring that our policyholders
experience a fast and efficient service when it is needed. | would also like to thank the FEM Board and
the Department of Employment & Labour for their continued support of our efforts to improve H&S in the
industry whilst providing for our beneficiaries in their time of need.

Mr N Hoosen

Chief Executive Officer
Johannesburg

29 April 2025



CORPORATE GOVERNANCE REPORT
for the year ended 31 December 2024

The directors of FEM are committed to applying good corporate governance. This includes applying
discipline, independence, fairness, social responsibility, and transparencuy. In this regard, the directors
endorse the codes of corporate practice and conduct recommended in the King IV report.

Board of directors

At 31 December 2024, there were thirteen directors (2023: thirteen) on the Board, eleven (2023: eleven)
of whom are non-executives. The non-executive directors bring diversity, experience, insight, and
independent judgement on issues of strategy, performance, resources and standards of conduct.
Proposed new appointments are recommended by the Remuneration and Nominations committee for
approval by the Board. All such appointments are subject to shareholder approval at the next annual
general meeting, as well as requlatory approval. The roles of Chairman and Chief Executive Officer do not
vest in the same person, and the chairpersons of the Board and all Board committees are independent
non-executive directors.

The Chairman provides leadership and guidance to the Board, encourages proper deliberation on all
matters requiring the Board’s attention and obtains optimum input from the other directors.

All directors have access to the advice and services of the Company Secretary, who is responsible to the
Board for ensuring that Board procedures are followed. All directors are entitled to seek independent
professional advice about the affairs of the Company at the Company’s expense should this prove to be
necessary.

Executive directors have employment contracts with the Company containing standard terms and
normal notice periods. In terms of the Company’s MOI, one third of non-executive directors retire by
rotation each year and are eligible for re-election at the Company’s annual general meeting.

The Board meets at least four times per year and has ultimate responsibility for the Company’s strategu,
governance and oversight of key performance and risk areas. Specific functions are delegated to Board
committees, which act under written terms of reference. Board meetings are held on a hybrid basis with
both virtual and in-person attendance.

Attendance at meetings during the 2024 year:



CORPORATE GOVERNANCE REPORT (continued)
for the year ended 31 December 2024

Board meetings

FEM held seven Board meetings in 2024, two of which were extraordinary meetings. Attendance by
the directors at these meetings was as follows:

JR Barrow (Chairman) 7[7

NF Manyonga (CEO - Resigned 31 May 2024) | Attended 2 meetings

N Hoosen (CEO - Appointed 1 June 2024) Attended 5 meetings

Y Bodiat (CFO - Resigned 30 June 2024) Attended 2 meetings

M Spies (CFO - joined FEM 1 October 2024, | Attended 1 meeting as a director
appointed as a director 27 November 2024) | and the strategy session
K Imathiu (Lead independent director) 5/7

C Economou 5/7

CS Jiyane 6/7

NF Maas 77

ER Mackeown 7/7

NV Maduyibi 7[7

A Moiloa 6/7

H Ngakane 77

NBP Nkabinde 7[7

L Tamboer 6/7

Audit committee

The Audit committee comprises only independent non-executive directors and meets at least three
times a year with the Chief Executive Officer, Chief Financial Officer, Management, the external
auditors, internal auditors and the Head of Actuarial Function also in attendance. The external
auditors and internal auditors have unrestricted access to the committee. The committee has
unrestricted access to the Company’s management, employees, external and internal auditors,
the Head of Actuarial Function, and outside consultants. The statutory report of the committee is
presented as part of the accompanying annual financial statements.

The Committee comprises the following members and three meetings were held in 2024. Attendance
at these meetings was as follows:

ER Mackeown (Chairman) | 3/3
C Economou 3/3
K Imathiu 3/3
NV Madyibi 3/3

Social and Ethics committee



CORPORATE GOVERNANCE REPORT (continued)
for the year ended 31 December 2024

The Social and Ethics committee has an independent role and is governed by a formal charter. It
comprises both non-executive and executive directors and assists the Board in monitoring the
Company’s activities in terms of legislation, requlation and codes of best practice with regards to social
and economic development, good corporate citizenship, the environment, health and public safetuy,
consumer relationships, and labour and employment. The committee meets at least four times a year
unless otherwise required.

The Committee comprises the following members and four meetings were held in 2024. Attendance at
these meetings was as follows:

H Ngakane (Chairman)

NF Manyonga (CEO - Resigned 30 May
2024)

N Hoosen (CEO - Appointed 1 June 2024)
Y Bodiat (CFO - Resigned 30 June 2024)
M Spies (CFO - Appointed 1 October 2024)

4/4

Attended 1 meeting

Attended 2 meetings

Attended 2 meetings

Attended 1 meeting

JR Barrow 4/4
NV Madyibi 4/4
L Tamboer 4/4

Investment committee

The Investment committee comprises both non-executive and executive directors, meets at least six
times a year and acts under a delegated authority within the parameters of a Board approved investment
policy. The committee in turn appoints specialist investment consultants to assist in the exercise of its
investment mandate from the Board.

The Committee comprises the following members and six meetings were held in 2024. Attendance at
meetings these meetings was as follows:

C Economou (Chairman)

NF Manyonga (CEO - Resigned 31 May 2024)
N Hoosen (CEO - Appointed 1 June 2024)

Y Bodiat (CFO - Resigned 30 June 2024)

M Spies (CFO - Appointed 1 October 2024)

6/6
Attended 3 meetings

Attended 3 meetings

Attended 3 meetings

Attended 2 meetings

K Imathiu 6/6
NF Maas 6/6
ER Mackeown 6/6
H Ngakane 6/6 6/6

The Board Chairman attends Investment committee meetings as an invitee.
Remuneration and Nominations committee

The Remuneration and Nominations committee comprises only non-executive directors and advises the
Board on remuneration policies, packages and other terms of employment for all directors and senior
executives.|ts specific terms of reference also include recommendations to the Board in matters relating,

inter-alia, to staff remuneration policies, incentive schemes, executive incentives, nomination of new Vu
directors, composition of the various sub committees and directors’ fees. The committee meets &

at least twice a year, and the CEO is always invited to attend these meetings to provide input to ‘
deliberations but is recused when the committee deliberates remuneration of the CEO. ',A
The Committee comprises the following members and two meetings were held in 2024. Attendance
15



CORPORATE GOVERNANCE REPORT (continued)
for the year ended 31 December 2024

at these meetings was as follows:

K Imathiu (Chairman) 2/2
JR Barrow 2/2
C Economou 1/2
CS Jiyane 2/2
NBP Nkabinde 2/2
NF Maas 2/2

Risk and Compliance committee

The Risk and Compliance committee comprises both non-executive and executive directors, meets
at least three times a year with the Chief Risk Officer, management, internal auditors and the Head of
Actuarial Function in attendance and is responsible for ensuring that the Company has implemented an
effective policy and plan for the management of risk and for monitoring of actions taken in response
to risks identified. The committee is also responsible for oversight of the compliance function. The
committee meets at least three times a year unless otherwise required.

The Committee comprises the following members and three meetings were held in 2024. Attendance was

as follows:

C Economou (Chairman) 3/3

NF Manyonga (CEO - Resigned 31 May 2024) | Attended 1 meeting
N Hoosen (Appointed 1 June 2024) Attended 2 meetings
Y Bodiat (CFO - Resigned 30 June 2024) Attended 1 meeting
M Spies (CFO - Appointed 1 October 2024) Attended 1 meeting
CS Jiyane 3/3

ER Mackeown 3/3

Executive committee

The Executive committee is appointed by the Chief Executive Officer and as such is not a sub-committee
of the Board. During the year,and up to the date of approval of these financial statements, the committee
was comprised as follows:

NF Manyonga Chief Executive Officer (Resigned 31 May 2024)

N Hoosen Chief Executive Officer (Appointed 1 June 2024)

Y Bodiat Chief Financial Officer (Resigned 30 June 2024)

M Spies Chief Financial Officer (Appointed 1 October 2024)
W Butlion Chief Risk Officer

Alsmail Chief Human Resources Officer

G Mcintosh Chief Information Officer

Dr. L Magubane Chief Medical and Operations Officer

S Munnoo Chief Business Development Officer

General information



DIRECTORS' REPORT
for the year ended 31 December 2024

General information about The Federated Employers Mutual Assurance Company (RF) Proprietary Limited
(“FEM” or “the Company”) is provided in the accompanying annual financial statements, within the note
titled General information about FEM.

FEM’s MOI includes provisions designed to protect the long-term interests of policyholders by
entrenching the mutual status of the Company.

Investment strategy and returns

The Company’s investment strategy is managed by the Investment committee of the Board, acting on
the advice of independent investment consultants. An asset-liability modelling exercise is performed at
least every 18 months to determine the optimum percentage allocation of investments to different asset
classes after taking into account the liability profile of the Company. The objective is to enhance the
Company’s investment returns for the benefit of stakeholders, while ensuring that the Company remains
adequately capitalised and has sufficient liquid cash resources to meet all of its obligations.

Shareholder meetings

The annual general meeting was held in January 2024, which was within 15 months of the previous annual
general meeting held in November 2022. A special general meeting was held in November 2024.

Dividends

In accordance with clause 3.1.6 of the MOI, the Company may not make any form of distribution to its
shareholders in their capacity as shareholders. Accordingly, all profits or assets of the Company are to
be retained or applied to and paid as policyholder payments as determined by the Board in accordance
with the relevant provisions of the MOI and policy terms and conditions.

Financial commentary

Insurance revenue for the year is recorded at R1.198 billion which represents a substantial R181 million
(18%) year-on-year increase. This includes the gross premium income component of R1.291 billion, as well
as the movement to the unearned premium provision and premium adjustments as a result of insurance
receivables, as required per IFRS 17. Premium income continues to perform at record high levels.
Insurance claims and service expenses increased by R264 million (48%) from R797 million to R1.061 billion,
which is made up of:

i) Gross claims expenses of R706 million (2023: R339 million);

if) Directly attributable expenses of R188 million (2023: R165 million);

iii) Accident prevention and grants of R33 million (2023: R33 million);

iv) Net movement in provision for annual rebates to policyholders of R137 million (2023: R269 million); and

v) Claims recovered from the Road Accident Fund of R3 million (2023: RS million)

The increase in gross claims is mainly as a result of an increase in new claims paid as well as the actuarial
reserves for future claims. A once-off refinement of the measurement of the unawarded pensions
reserve contributed R92 million to the increase. The increase in expenses is mainly as a result of the
Company investing in employee value proposition initiatives including the upgrade of its office facilities
and computer equipment.

The net insurance service result has declined from R207 million to R105 million. This decrease is as a

result of the increase in the claims, insurance expenses and the net expense from reinsurance contracts

held. The insurance service result allows for the annual premium rebate, and is stated before any social

project costs, investment income, and insurance finance expenses.

In addition to R33 million in accident prevention expenses and grants (included within the insurancsvu
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DIRECTORS' REPORT (continued)
for the year ended 31 December 2024

service expense), R69 million was spent on social projects, which included R35 million on corporate
social investment (CSI) and R34 million on the pensioner beneficiary assistance program, reflecting the
Company’s commitment to contribute towards society in various ways.

Shareholders approved a R500 million donation to the FEM Education Foundation (FEMEF). This entity is

a non-profit company without members with the principal object to:

- identify, assess and, if appropriate, provide meaningful ongoing financial support to worthy
educational projects and non-governmental organisations in South Africa, where it is assessed
by the board of FEMEF that these projects or the work of these organisations can make a
significant, real difference to promoting educational and leadership development in South
Africa; and

. invest its assets to accumulate further funds to be used for the ongoing support of worthy
educational projects and non-governmental organisations in South Africa.

The Company recorded a net investment income of R1.128 billion for the year, representing a 13.0% return
on the average financial assets held during the year (2023: 14.0%). The Company maintains a matching
investment strategy coupled with a sustainable growth strategy on capital reserves net of statutory
requirements.

After providing for the FEMEF donation of R500 million, the Company recorded an overall profit for the
year of R458 million (2022: R984 million). The mutual structure of the Company is entrenched in provisions
in the MOI of the Company, hence the (RF) designation in the Company’s name. In terms of its MOI, the
Company operates as a mutual non-life insurer and shareholding is effectively restricted to policyholders.
Shareholders are not entitled to any dividends or distribution of the assets of the Company, except for
their share of the nominal amount of share capital upon dissolution or other distribution provided for in
the MOL. As per the requirements of IFRS 17, any profits of a mutual entity are required to be disclosed as
a liability to policyholders, which is classified as the Dissolution Liability. For this reason, the net profit
after the transfer of profit to the Disso/ution Liabilityis Rnil.

The special rebate approved by shareholders at the annual general meeting held on 27 November 2004
is currently awaiting approval from regulatory authorities.

Total assets increased by R1.3 billion over the period, totalling R10.6 billion at 31 December 2024.

The Company’s capital reserves, in excess of statutory requirements increased in line with net profit
to RB6.1 billion, which represents a strong capital position aligned to the Company’s long-term strategic
objectives.

The Company is required to hold sufficient capital to meet the regulatory solvency requirements in
terms of the Insurance Act of 2017 and the Financial Soundness Standards for Insurers prescribed by
the Prudential Authority. As at 31 December 2024, the Company’s Solvency Capital Requirement (SCR)
cover ratio was calculated at 2.05. This represents a healthy solvency position.

Prospects

Recent years have been challenging for the construction industry, which has not fully recovered after
COVID-19 and the lengthy periods of loadshedding. Recently, the impact of the construction mafia
has been added to the list of challenges. However, we are hopeful that the industry and economy will
overcome these challenges and stabilise over time.

Internal financial controls
The Board has considered and satisfied itself as to the adequacy of the Company’s system of internal

financial controls. This assessment is supported by the Audit committee.
Events after the reporting period



DIRECTORS' REPORT (continued)
for the year ended 31 December 2024

During March 2025, a wholly owned subsidiary of the Company, FEM Construction Industry Loan Fund
(Pty) Ltd changed its name to Federated Employers Mutual Solutions (Pty) Ltd. This company will house
new initiatives planned for the FEM Group.

The R500 million donation to the FEM Education Foundation NPC was settled in quarter 1 of 2025.
Going concern

The annual financial statements have been prepared on the basis that the Company will continue as a
going concern for a period of at least 12 months from the end of the reporting period. The Board has
reviewed the capital adequacy of the Company and the operating budget for the forthcoming year
and has satisfied itself as to the appropriateness of the going concern assumption. This assessment is
supported by the Audit committee.

Statement of directors’ responsibilities

The Board of directors of FEM is responsible for preparing this report and for the preparation and fair
presentation of the accompanying Company financial statements for the year ended 31 December 2024
in accordance with IFRS® Accounting Standards and the South African Companies Act (“the Act”). In
accordance with section 29(2) of the Act, the Board is responsible for ensuring that the annual financial
statements are not false, misleading or incomplete in any material respect.

It should be noted that these financial statements have been prepared for the Company only and do not
include consolidated financial information. Under IFRS, the primary annual financial statements are the
consolidated annual financial statements, which have been prepared separately and can be obtained
from the Company’s offices.

The independent auditors are responsible for reporting on whether the accompanying Company annual
financial statements are fairly presented in accordance with IFRS.

Approval of annual financial statements

The accompanying Company annual financial statements were approved by the Board and are signed
on its behalf by:

Mr JR Barrow

Chairman Chief Executive Officer
Johannesburg Johannesburg

29 April 2025 29 April 2025

| hereby confirm, in terms of the South African Companies Act (“the Act”), that for the year ended



CERTIFICATE BY THE COMPANY SECRETARY
for the year ended 31 December 2024

31 December 2024, the Company has lodged with the Registrar of Companies all such returns as are
required of the Company in terms of the Act and that all such returns are true, correct and up to date.

.

Mrs'eu wilis
Secretary
Johannesburg
29 April 2025

This report to shareholders is issued in relation to both the Company and consolidated annual financial



AUDIT COMMITTEE'S REPORT
for the year ended 31 December 2024

statements for the year ended 31 December 2024, which have been presented in separate financial
statements. The reportisissued in compliance with section 94(7)(f) of the South African Companies Act
and has been approved by all members of the Audit committee (“the committee™).

The committee has adopted formal terms of reference that cover all of its statutory responsibilities
under the Act and include additional responsibilities delegated to the committee by the Board. The
committee considers that it has discharged all of its responsibilities under these terms of reference
during the year.

The committee comprised the following independent non-executive directors:
«  ER Mackeown (Chairman)

« CEconomou

«  Klmathiu

« NV Madyibi

The Chief Executive Officer, Chief Financial Officer, heads of control functions and representatives of
external and internal audits are standing invitees at all meetings.

The committee held three scheduled meetings during the year. At these meetings, the committee
received and considered reports from the external auditors, heads of actuarial and internal audit control
functions and from management. The committee, inter alia:

-« reviewed and approved the external audit plan for the year ended 31 December 2024,
approved the engagement terms and proposed external audit fees, satisfied itself regarding
the independence of the external auditor and considered the findings reported following the
conclusion of the external audit;

- reviewed and approved the internal audit work plan, approved the proposed internal audit fees
and considered the findings of internal audit reports, including internal audit’s assessment of
the control systems;

- reviewed and approved the workplan of the Head of Actuarial Function (HAF) and considered the
findings and recommendations of the HAF’s interim and year end reports;

« receivedsummaryriskmanagementreportsandconsideredthefinancialreportingconsequences
for the interim and annual financial statements;

- assessed the appropriateness of the going concern assumption underlying the preparation of
the Company and consolidated annual financial statements;

- assessed the adequacy of the finance function; and

« reviewed the Company interim financial report and the separate Company and consolidated
annual financial statements and reported thereon to the Board.

The Companyreviewed the combined assurance process during 2024. As a result,governance documents
(including the Combined Assurance Charter and Framework) were reviewed and updated to reflect the
updated and revised processes. Meetings of the Combined Assurance Forum continued in 2024 with two
meetings held as planned, which includes attendance of management, internal audit, external audit and
the Head of Actuarial Function. Reqular reports were provided to the audit committee.

After consideration of all of the findings reported by internal audit covering those areas included in their

annual work plan, explanations given by management and discussions with the external auditors on the

results of their audit, the committee concluded that:

« nothing has come to its attention, that would indicate that there was a material breakdown in
the systems of internal financial controls during the year; and

« the internal financial controls form a reasonable basis for the preparation of reliable financial
statements.

After consideration of a written assessment prepared by management to support the going concern

assumption underlying the preparation of the separate Company and consolidated annual financial

statements of FEM, the committee concluded that FEM is adequately capitalised and should remain a

going concern for the foreseeable future. !



AUDIT COMMITTEE'S REPORT (continued)
for the year ended 31 December 2024

The committee has satisfied itself that the Chief Financial Officer has appropriate expertise
and experience and has satisfied itself of the appropriateness of the expertise, resources and
experience of the finance function as a whole.

The committee has nominated, for election at the forthcoming annual general meeting, BDO South
Africa Incorporated as the independent auditors and Mr Marnus Fourie as the responsible person
for performing the functions of auditor for the 2025 year.

The committee hasrecommended approval by the Board of the separate Company and consolidated
annual financial statements for the year ended 31 December 2024.

On behalf of the Audit committee:

ﬁ/éw/m «

Mr ER Mackeown

Chairman of the Audit committee
Johannesburg

14 April 2025
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Independent Auditor’s Report
To the shareholders of
The Federated Employers Mutual Assurance (RF) (PTY) LTD

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of The Federated Employers Mutual Assurance (RF) (PTY) LTD (the
company), set out on pages 19 to 75, which comprise the Statement of Financial Position as at 31 December
2024, and the Statement of Comprehensive Income and the Statement of Cash Flows for the year then
ended, and the notes to the financial statements, including material accounting policy information.

In our opinion, these financial statements present fairly, in all material respects, the financial position of The
Federated Employers Mutual Assurance (RF) (PTY) LTD as at 31 December 2024, and its financial performance
and cash flows for the year then ended in accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board and the requirements of the Companies Act of South Africa.

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 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 (including International Independence Standards). We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

In terms of the IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements of Public
Interest Entities, published in Government Gazette No. 49309 dated 15 September 2023 (EAR Rule), we report:

Final materiality

Final materiality was set at R145 million, which represents approximately 4% of net assets.

Net assets were chosen as the most appropriate benchmark and include the dissolution liability as this
represents amounts due to shareholders upon dissolution of the company. Net assets are a representative
measure of the size of the company and are considered to be a key benchmark by the users of the financial
statements. We chose 4% as an appropriate threshold after consideration was given to the company having
a significant public interest in its financial statements due to its large policyholder base, the interest of other
significant outside stakeholders, as well as the fact that the company operates in a requlated environment.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current year. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.



1. Liability for incurred claims - (Note 14)

Key audit matter

In terms of the EAR Rule, we are required to report the outcome of audit procedures or key observations
with respect to the key audit matters and these are included below.

How our audit addressed the key audit matter

Valuation of policy liabilities (being insurance contract
liability) - detailed in the accounting policies and notes
14 respectively.

The insurance contract liability is described in note 14
amounting to R3.7 bn (2023: R3.4bn). The liability for
incurred claims (“LIC”) includes the estimated cost of
pension liabilities, claims provisions and risk adjustment
(“RA*) that have been incurred by policyholders before
the end of the financial year, but that have not been
reported to the company, as well as insurance accounts.
The insurance contract liability is made up of the LIC of
R 3.6bn (2023: R3.3bn), and the Liability for Remaining
Coverage (“LRC”) of R166 m (2023: R162 m).

We considered the LIC (Note 14) as a matter of most

significance to the current year audit of the financial

statements due to the following:

. the materiality of this liability;

« the degree of estimation uncertainty and
complexity of the fulfilment cashflows; and

. significant judgment in selecting the related risk
adjustment for non-financial risk factors.

Sources of these outstanding claim payments include:

. Benefit changes that may result in a previously
uncovered claim now being eligible for payment;

. Reported claims that have not yet been paid out;

. Unknown and hence unreported claims; and

. Closed claims that may later be re-opened and
require additional payments etc.

A potential change in the projected claims pattern
can cause a material change to the amount of the LIC
provision. The calculation of the Insurance Contract
Liability, specifically the claims incurred but not yet
reported component of the LIC, and the RA, is inherently
complex and represents a key judgement.

Given the qualitative and quantitative nature of this
account balance and its potential impact on the financial
statements of the company, the valuation of the claims
incurred but not yet reported component of the LIC and
the Risk Adjustment is the Key Audit Matter.

Our audit procedures for the LIC provision included the

following:

+  Weobtained anunderstanding of the inherentrisk
factors in relation to the complexity, subjectivity
and the change of the LIC provision estimate by
performing the system description and process
walkthroughs of the various business cycles,
specifically pertaining to the claims, as well as
the process to calculate the provision;

. We obtained an understanding of the relevant
controls, and assessed its design and
implementation, in these business cycles;

. We assessed the appropriateness and
recognition of the related LIC provision against
the requirements of IFRS 17 - Insurance contracts;

. We obtained the report of the company’s
independent actuary used for the determination
of the LIC provision at year end. Making use
of our actuarial expertise, we tested the
appropriateness of the significant estimate as
follows:

o Evaluated the competence, capabilities and objectivity
of the company’s independent actuary by assessing
their experience and qualifications;

o Obtained an understanding of the method and models
used in calculating the LIC provision estimate and
assessed whether it is appropriate in terms of generally
acceptable methodologies industry standards, and
whether it meet the measurement objectives of IFRS 17;
o Obtained an understanding of the significant
assumptions used in the estimate and evaluated whether
the assumptions are appropriate for the estimate of the
LIC provision, and the risk adjustment factors, in terms
of acceptable methodologies, industry standards, and
whether it meets the measurement objectives of IFRS
17. We did not note any aspects in this regard requiring
further consideration.

o Obtained an understanding of the data utilised in the
calculation of the estimate and agreed the inputs to the
source data;

o Assessed the estimate for indicators of possible
management bias by assessing the work of the external
actuary, through the use of our own internal actuary and
through consideration of claims patterns subsequent to
year end. Based on our work performed, we did not note
any such indicators;

o We compared the calculation of claims run-off triangles
against current and historical claims development
patterns to assess the reasonability thereof in
comparison to the LIC provision (which includes the risk
adjustment percentile selected) at year-end.




Other information

The directors are responsible for the other information. The other information comprises the information
included in the document title “The Federated Employers Mutual Assurance Company (RF) Proprietary
Limited Annual Financial Statements for the year ended 31 December 2024” which includes the Directors’
Report as required by the Companies Act of South Africa, as well as the Introduction, the report of the
Chairman, the report of the Chief Executive Officer, the Corporate Governance Report, the Certificate by
Company Secretary and the Audit Committee’s Report. 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
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.

Responsibilities of the company’s Directors for the Financial Statements

The company’s directors are responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
the company’s 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 company’s 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 company’s directors either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

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 auditor’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 statements.

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.
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.
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the company’s directors.
Conclude on the appropriateness of the company’s 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. However, future events or conditions ‘
may cause the company to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements, including ‘
the disclosures, and whether the financial statements represent the underlying transactions WA
and events in a manner that achieves fair presentation.
25
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We communicate with the company’s directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

From the matters communicated with the company’s directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Audit tenure

As required by IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we report
that BDO South Africa Incorporated has been the auditor of The Federated Employers Mutual Assurance

(RF) (Pty) Ltd audit for 4 years.

BDO South Africa Incorporated
Registered Auditors

gﬂé-ﬂ-ﬁq '!E'ﬂ:a 2

Marnus Fourie (Apr 30, 2025 20:06 GMT+2)

M. Fourie
Director
Registered Auditor

30 April 2025
Wanderers Office Park

52 Corlett Drive
lllovo, 2196
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STATEMENT OF FINANCIAL POSITION
at 31 December 2024

ASSETS
Investment in subsidiary 7 2 42
Property, plant and equipment 8 79 53
Computer software 9 55 54
Reinsurance contract assets 10 22 4
Financial assets invested through asset managers N 10 154 8 862
Other financial assets at fair value through profit or loss 1" 260 283
Other financial assets measured at amortised cost 60 33
Other receivables 12 9 8
Cash and cash equivalents 51 25
Total assets 10 632 9 368

EQUITY AND LIABILITIES

Stated capital 13 - -
Total equity - -
Insurance contract liabilities 14 3 767 3 469
Dissolution liability 15 6123 5 665
Financial liabilities measured at amortised cost 748 234

Trade and other payables 16 636 133

Education Assistance Programme Liability 17 12 101
Total liabilities 10 632 9 368
Total equity and liabilities 10 632 9 368




STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2024

2023

Restated*

Rm

Insurance revenue 18 1198 1017
Insurance claims and service expenses 19 (1061 (797)
Insurance service result before reinsurance contracts held 137 220
Net expense from reinsurance contracts held 10 (32) (13)
Net insurance service result 105 207
Net investment income 20 1128 1064

Investment income 1159 1090

Investment expenses (where separately identifiable) (31 (26)
Insurance finance expense 14.2.4 (196) (212)
Net insurance and investment result 1037 1059
Other operating expenses 21 (79) (795)
Donation to FEMEF 231 (500) -
Profit for the Year 458 984
Transfer to Dissolution liability 15 (458) (984)

Total profit after transfer to Dissolution liability

Other comprehensive income

Total comprehensive income

* See note 28 for more information



STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2024

Stated
capital”

Bm
Opening balance at 1 January 2023 0

Closing balance at 31 December 2023

Closing balance at 31 December 2024 13

~ Rounded to the nearest R’'million



STATEMENT OF CASH FLOWS
for the year ended 31 December 2024

CASH FLOWS FROM OPERATING ACTIVITIES

Net profit for the year

Adjustments for non-cash items: (149) (65)
Depreciation and amortisation 21 15
Net Investment income 20 (1128) (10864)
Donation to FEMEF 500 -
Transfer to Dissolution liability 458 984

Net movement in operating assets and liabilities 2211 1452 1043

Net cash from operating activities 1303 978

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of financial assets (1269) (939)

Purchases of equipment and computer software (48) (25)

Return of capital from subsidiary 40 -

Net cash used in investing activities (1277) (964)

CASH FLOWS FROM FINANCING ACTIVITIES

Net movement in lease liabilities 22.2 (2)

Net cash used in finance activities (2

Net increase in cash for the year 26 12

Cash and cash equivalents at beginning of year 25 13

Cash and cash equivalents at end of year 51 25
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

|
1. General information about FEM

The Federated Employers Mutual Assurance Company (RF) Proprietary Limited ("FEM” or “the Company™)
is a licensed non-life insurer and also operates as a mutual association licensed under the South African
Compensation for Occupational Injuries and Diseases Act No. 130 of 1993 to carry on the business of
insurance of certain classes of employers within the construction industry against their liabilities to
employees in terms of this act.

No transfer of shares in the Company, whether fully paid up or not, shall be effected or purported to be
effected without the approval of the Board, hence the designation “ring-fenced” or “RF”. Shares in the
Company shall only be capable of being held by or transferred to a) policyholders, or b) The Federated
Employers Trust Proprietary Limited (“FET”). Imnmediately upon ceasing to be a policyholder for any reason
whatsoever, such former policyholder shall be obliged, without further notice, to transfer all shares held
by them in the Company to FET. The Company Secretary is authorised, without further notice, to sign all
documents on behalf of such former policyholder to effect the transfer. With effect from April 2013, new
policyholders are only entitled to acquire one ordinary share in the Company.

Owing to the mutual shareholding structure of the Company, it is classified as a private company under
the South African Companies Act. However, the provisions of the Company’s MOI make it subject to the
same extended accountability provisions as are applicable to a public company.

Each ordinary share in the issued capital of the Company ranks pari passu with each other ordinary share
in all respects and entitles its holder to exercise one vote on any matter to be decided by shareholders
for their share of the nominal amount of share capital of the Company. A share does not entitle its holder,
in its capacity as shareholder, to any form of distribution from the Company save for their share of the
nominal amount of share capital upon winding-up or dissolution of the Company. The MOI does however
allow for ad-hoc distributions to qualifying policyholders, as determined from time to time by the board.

The accompanying financial statements have been prepared for the Company only and do not include
consolidated financial information. The primary annual financial statements, the consolidated annual
financial statements, which have been prepared separately and can be obtained from the Company’s
offices.

The Company’s registered address and head office is situated at:
2nd Floor, Oxford & Glenhove

114 Oxford Road

Houghton Estate

2198

2. Basis of preparation

These financial statements have been prepared in accordance with IFRS® Accounting Standards and the
South African Companies Act (“the Act™), on a going concern basis.

The Company’s financial statements are prepared on the historical cost basis except for financial
instruments that are subsequently measured at fair value or amortised cost (as explained in the
accounting policy notes below) and property which is measured at revalued amount.

Fair value is defined in the note to the financial statements titled Fair Value Measurement to the financial
statements that provides information on the application of the fair value measurement hierarchy to the
Companu.

3. Application of new and revised IFRSs’

Inthese financial statements,FEM has not early adopted any other standard, interpretation oramendment
that has been issued but is not yet effective.



NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

4. New and revised IFRS®: Accounting Standards not yet effective in the current year

Standard

IFRS 9 Financial
Instruments’and IFRS 7
‘Financial Instruments:
Disclosure’
(Amendment -
Classification and
Measurement of
Financial Instruments)

Details of amendment

The amendments clarify financial
assets, and financial liabilities are
recognised and derecognised at
settlement date except for regular
way purchases or sales of financial
assets and financial liabilities
meeting conditions for new
exception.

The new exception permits
companies to elect to derecognise
certain financial liabilities settled via
electronic payment systems earlier
than the settlement date.

They also provide guidelines to
assess contractual cash flow
characteristics of financial assets,
which apply to all contingent
cash flows, including those arising
from environmental, social, and
governance (ESG)-linked features.
Additionally, these amendments
introduce new disclosure
requirements and update others.

Annual periods
beginning on
or after

1 January 2026

Impact on the

Company

Amendments

will not have a
material impact
on the annual
financial
statements of the
Company

Annual
Improvements to
IFRS Accounting
Standards

This cycle of annual improvements

addresses the following:

« Hedge Accounting by
a First-time Adopter
(Amendments to IFRS 1
First-time Adoption of
International Financial
Reporting Standards)

« Disclosure of Deferred
Difference between Fair
Value and Transaction Price
(Amendments to Guidance
on implementing IFRS 7)

« Gainor Loss on
Derecognition (Amendments
to IFRS 7)

« Introduction and Credit Risk
Disclosures (Amendments to
Guidance on implementing
IFRS 7)

« Derecognition of Lease
Liabilities (Amendments to
IFRS 9)

« Transaction Price
(Amendments to IFRS 9)

« Determination of a ‘De Facto
Agent’ (Amendments to IFRS
10)

« Cost Method (Amendments
to IAS 7).

1 January 2026

Improvements
will not have a
material impact
on the Company’s
annual financial
statements
IFRS 18
‘Presentation
and Disclosure
in Financial
Statements’




NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

Standard

IFRS 18 *Presentation
and Disclosure in
Financial Statements

B

Details of amendment

IFRS 18 ‘Presentation and Disclosure
in Financial Statements’ replaces
IAS 1 ‘Presentation of Financial
Statements’

The changes, which mostly affect
the income statement, include the
requirement to classify income and
expenses into three new categories:
operating, investing and financing,
and present subtotals for operating
profit or loss and profit or loss before
financing and income taxes.

Annual periods
beginning on
or after

1 January 2027

Impact on the

Company

IFRS 18 will have

a material impact
on the Company’s
annual financial
statements.

IFRS 19 *Subsidiaries
without Public
Accountability:
Disclosures’

IFRS 19 is a voluntary standard that
applies to entities without public
accountability, but whose parents
prepare consolidated financial
statements under IFRS Accounting
Standards.

1 January 2027

IFRS 19 will not
have a material
impact on the
Company’s
annual financial
statements.

4.1 New and revised IFRS® Accounting Standards effective in the current year

Standard

IAS 1 ‘Presentation of
Financial Statements’
(Amendment -
Classification of
Liabilities as Current or
Non-Current)

Details of amendment

The amendments clarify that the
classification of liabilities as current
or non-current is based solely on an
entity’s right to defer settlement
for at least 12 months after the
reporting date. The right needs to
exist at the reporting date and must
have substance.

Annual periods
beginning on
or after

1 January 2024

Impact on the

Company

Amendments do
not have a material
impact on the
annual financial
statements of the
Companuy.

IFRS S1‘General
Requirements

for Disclosure of
Sustainability-related
Financial Information’

IFRS S1 sets out overall requirements
for sustainability-related financial
disclosures with the objective

to require an entity to disclose
information about its sustainability-
related risks and opportunities

that is useful to primary users of
general-purpose financial reports

in making decisions relating to
providing resources to the entity.

1 January 2024

Not mandatory
currently in South
Africa.

IFRS S2 ‘Climate-related
Disclosures’

IFRS S2 sets out the requirements for
identifying,measuringanddisclosing
information about climate-related
risks and opportunities that is useful
to primary users of general-purpose
financial reports in making decisions
relating to providing resources to
the entity.

1 January 2024

Not mandatory
currently in South
Africa.




NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

I
5. Significant accounting policies

These financial statements have been prepared in accordance with the IFRS® Accounting Standards
applicable to the Company. Details of the Company’s significant accounting policies, which are
consistent with those applied in the previous financial year, are provided in Accounting policies on
page 70.

6. Critical accounting estimates and judgments in applying accounting policies

The Company makes estimates and assumptions that affect the reported amounts of assets and
liabilities at reporting date as well as affecting the reported income and expenses for the year. Estimates
and judgements are evaluated annually and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

6.1. Premium rebate reserves

The insurance contracts issued by the Company when read in conjunction with the Company’s MOI
entitle the policyholders to receive premium rebates:
« that could be a significant portion of the total contractual benefits of individual
policyholders; and
« the amount and timing of which is to be determined at the sole and absolute discretion of
the Board of directors of the Company in accordance with the provisions of the MOI.

The Company’s MOI provides that the Board shall in its sole and absolute discretion determine the
specific measurement criteria and period of measurement to be applied to determine the requirements
for policyholders to participate in premium rebates (including, without limitation, the quantum and
timing thereof) and the basis of allocation of the aggregate quantum of premium rebates among and
between the participating policyholders. Such determination shall be made by the Board on each
occasion that premium rebates are to be paid and may vary from time to time.

The MOI further provides that, in exercising its discretion, the Board shall consider the relative
contributions of policyholders to the underwriting profits of the Company, as determined by the
premium income and claims expenses recorded in the Company’s accounts during the period of
measurement determined by the Board, and the need to incentivise improved health and safety
practices.

The decisions of the Board regarding premium rebate payments are final and binding on each
policyholder. Premium rebate reserves are measured by applying a formula of the lower of:

«  35% of gross earned premium; and

« Underwriting profit.

Underwriting profit is based on the difference between net premiums, net claims and certain expenses.
Premium rebates paid differ from premium rebates reserved, mainly due to the reserving assuming all
policyholders will qualify for payment.

6.2. Cash and cash equivalents

Call and current account balances held through the respective investment portfolios managed by
asset managers are included as part of financial assets invested through asset managers. It is the
entity’sintention to maintain these cash balances forinvestment purposes and not for the purposes of
meeting short-term liquidity or operational purposes. As a result, these balances have been disclosed



NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

as financial assets invested through asset managers to reflect the nature and application of these
balances.

6.3. Ultimate liability for claims made under insurance contracts

The estimation of the ultimate liabilities arising from claims made under insurance contracts is the
Company’s most critical source of estimation uncertainty. There are several sources of uncertainty
that need to be considered in the estimate of the liability that the Company will ultimately pay for such
claims (net of any reinsurance recoveries).

Pension liabilities included within the liability for incurred claims are determined as the sum of the
present value of the expected future pension payments and directly related future administration
expenses. This determination is based on assumptions as to:

« longevity (in respect of the period of monthly pension payments);

« future pension increases;

« pension administration expenses; and

« the discount rate applied.

The expected future pension payments are discounted using the JSE bond curve which includes an
illiquidity premium. A margin for adverse deviations is included in the assumptions. The methodology
employed in the valuation can be described as a prospective valuation method. The prospective reserve
was calculated by projecting all the expected future cashflows on each pension and discounting them
at the appropriate valuation interest rate (commonly referred to as a discounted cashflow basis - Gross
Premium Valuation method). The ultimate cost of settling current pension obligations may differ from
the aggregate liability recorded at 31 December 2024 of R2.170 billion (2023: R2.034 billion).

Liabilities for outstanding claims included within the liability for incurred claims which have been
reported but have not yet been paid are based on best estimates for individual cases reported to
the Company (based on medical assessments; current medical treatment costs; recent experience
on settlements of similar cases; and the applicable statutory compensation amounts). The ultimate
cost of reported claims may vary as a result of future developments or better information becoming
available about the current circumstances.

The Company estimates the liability for incurred claims as the fulfilment cash flows related to incurred
claims. The fulfiiment cash flows incorporate, in an unbiased way, all reasonable and supportable
information available without undue cost or effort about the amount, timing and uncertainty of those
future cash flows. They reflect current estimates from the perspective of FEM and include an explicit
Risk adjustment for non-financial.

Provision is also made for claims that have occurred as at the end of the financial year, which have not
yet been reported (previously, incurred but not reported - “IBNR”) to the Company. As described in
the relevant accounting policy note, the provision for these claims are determined using a stochastic
approach that combines the Chain-Ladder and Cape-Cod methods. As this method uses historical
claims development information, it assumes that the historical claims development pattern will occur
again in future as well as considering the ultimate loss ratios for the more recent years which are less
the 75% developed.

There are reasons why this may not be the case. Such reasons include:

« change in processes that affect the development/recording of claims paid and incurred;
.« economic, legal, political and social trends; and

« random fluctuations, including the impact of large losses.
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Accordingly, the ultimate cost of settling claims may differ from the aggregate claims provisions
recorded at 31 December 2024 of R823 million (2023: R648 million).

6.4. Ultimate pipeline premium adjustment for current underwriting year

Under the statutory insurance policies underwritten by the Companu, policyholders are required to
estimate their premium based on their expected payroll. If the actual payroll is less than or in excess
of the estimate, an adjustment is made at the end of the underwriting year. This net adjustment is
referred to as pipeline premium. The Company does not accrue for pipeline premium owing due to
the difficulty of making reliable estimates. Ultimate premium receipts for each underwriting year are
therefore expected to differ from amounts initially reported in the financial statements.

6.5. Fair value of financial instruments

The fair value of financial instruments where no active market exists or where quoted prices are not
otherwise available are determined by using valuation techniques. This applies to unlisted equity
investments and is equally relevant to valuations of unquoted corporate bonds and illiquid quoted
corporate bonds where reliance is of necessity placed on the application of internal valuation models
by the Company’s mandated investment managers or by their outsourced third-party valuators. While
investment mandates generally provide some form of independent assurance on the application of
theseinternal valuations, this does not provide direct assurance as to the reliability of internal valuations
of these financial assets. Changes in credit risk, liquidity discount and volatility factors, or the incorrect
application of internal models, could affect the reported fair value of unquoted corporate bonds and
illiquid quoted corporate bonds held by the Company and valued at R131 million at 31 December 2024
(2023: R831 million). Similarly, these changes could affect the reported fair value of the unlisted equity
securities held by the Company valued at R178 million at 31 December 2024 (2023: R185 million).

6.6. Present value of future education costs - relating to the education assistance program

The present value of future cash flows for the Education Assistance Program relates to the future
committed costs of this program. Several assumptions are included within this provision, which relate
to the increased future costs of education, the number of students expected to be on the program,
and the number of years each student is expected to be on the program. This provision is separately
disclosed on the face of the statement of financial position with a value of R112 million (2023: R10"
million). This provision is reviewed and updated annually.

6.7. Valuation of owner-occupied property

The value of owner-occupied property depends on a number of factors that are determined using
a number of assumptions. The property is valued independently every three years using the market
approach as the primary approach which compares the subject asset with identical or similar assets
for which price information is available, such as a comparison with market transactions in the same, or
closely similar, type of asset within an appropriate time horizon.In years when an independent valuation
is not conducted, management performs an assessment for the owner-occupied property for any
indicators of impairment in accordance with IAS 36 Impairment of Assets, to ensure the reasonableness
of the carrying value and that there are no material movements during these periods.

7. Investment in subsidiary

2024 2023
Rm Rm
100% of the issued share capital of FEM Solutions (Pty) Ltd. previously
FEM Construction Industry Loan Fund (Pty) Ld.
Opening balance at 1 January 42 42
Return of capital 40) -
Investment in subsidiary 2 42
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The Company formed and funded a subsidiary, FEM Solutions Proprietary Ltd (FEM SOL), previously
FEM Construction Industry Loan Fund Proprietary Ltd, which was incorporated on 1 October 2020. This
subsidiary is wholly owned and carried at cost, less an allowance for impairment based on the net asset
value reflected in the subsidiary’s financial statements.

The subsidiary was created to provide loans to entities within the construction industry with loan
durations of between 12 to 36 months, and for the loans to be granted to entities struggling with
short-term cash flow and liquidity as a direct result of COVID-19. Loans have either been repaid, fully
impaired or written off as at 31 December 2024.

During February 2024, a return of contributed capital distribution to the value of R40 million was made
from FEM SOL to FEM, which reduced the investment value. FEM SOL's MOI was amended in 2025 to
include the new medical testing and surveillance business to be piloted later in 2025.

8. Property, plant and equipment

Motor
Owner vehicles Right of
occupied and office use assets

property equipment Buildings
Rm Rm Rm

Cost or revaluation

Balance at 1 January 2023 50 26 12 88
Additions - 1 - 1
Disposals - (8) - (8)
Balance at 31 December 2023 50 21 12 83
Additions - 29 2 3
Balance at 31 December 2024 50 50 14 114

Accumulated depreciation

Balance at 1 January 2023 - (23) 3 3N
Depreciation charge - @ @ @
Disposals - (5) - (5)
Balance at 31 December 2023 - (20) (10) (30)
Depreciation charge = @ 3 ®)
Balance at 31 December 2024 - 22) “3) (35)

Net carrying amount
2023 50 1 2 53
2024 50 28 1 79

The carrying value of the revalued assets under the cost model would have been:

Property 43 43
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All items of owner-occupied property, office equipment, motor vehicles and right-of-use assets are

considered non-current.

The determination of market value is considered the most probable price at which the property will
be sold on a date in a voluntary transaction. An independent valuation is performed every three years.

Refer to note 6.7.

As the property is measured on the revalued model, disclosure is required in relation to the Company’s
application of the fair value hierarchy to the measurement of the property and is shown in the note
to the financial statements titled Fair value measurement as well as in Annexure 3. Apart from the
property that is measured at the revalued model, all other items of property, plant and equipment are

measured at cost.

9. Computer software

Computer
software
Rm
Cost
Balance at 1 January 2023 53 53
Additions 24 24
Balance at 31 December 2023 77 77
Additions 17 17
Balance at 31 December 2024 94 94
Accumulated depreciation
Balance at 1 January 2023 (12) (12)
Depreciation charge () “m
Balance at 31 December 2023 (23) (23)
Depreciation charge (18) (1e)
Balance at 31 December 2024 (39) (39)
Net carrying amount
2023 54 54
2024 55 55

All items of computer software are considered non-

current.
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10. Reinsurance contract assets

Estimates of
Asset for remaining present value of

coverage future cash flow
Rm Note Rm Note

Opening balance 2024 37 4 a1
Recognised in statement of comprehensive
income (33) 1 (32)

Allocation of Reinsurance Premiums paid © - ()]

Amounts recoverable/(payable) from/(to)

reinsurers for incurred / (reversal of) claims 24 1 (23)
Reinsurance premium reinstatement @ - @
Cash flows 17 - 17

Premiums paid 12 - 12

Recoveries received under reinsurance

contracts held 5 - 5
Closing balance 2024 17 1041 5 101 22

coverage

Bm

Note

Estimates of
Asset for remaining present value of

Rm

future cash flow

Note

Total

Rm

Opening balance 2023 43 4 47
Other movements 7 - 7
Recognised in statement of comprehensive
income (13) - (13)
Allocation of Reinsurance Premiums paid (18) - (18)
Amounts recoverable from reinsurers for
incurred claims 3 - 3
Reinsurance premium reinstatement 3) - 3)
Cash flows 3 - 3
Premiums paid M - M
Recoveries refunded under reinsurance
contracts held (8) - (8)
Closing balance 2024 37 101 4 101 41
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Disclosure has been improved changing how some line items have been aggregated or disaggregated.

10.1. Reinsurance assets

The disclosure below is considered supplementary information to note 10.

2024 2023

Rm Rm

Reinsurers’ share of insurance liabilities 5 4
Amounts due from reinsurers after indexing 17 37
Amounts due from reinsurers 3 44
Reinsurance indexation 4 @
Total reinsurance assets 22 41

Reinsurance assets consist of the reinsurers’ share of claim provisions.

The Company hasreviewed the amounts expected to becomereceivable fromreinsurers and determined
that no impairment is necessary. A reconciliation of the opening to closing balance has been included

above.
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1. Financial assets invested through asset managers and other financial assets at fair value through
profit or loss

Financial assets invested through asset managers and other financial assels
at fair value through profit or loss

Local financial assets 7 816 481
Listed equity securities 1212 1437
Listed debt securities: fixed interest rate 1356 933
Listed debt securities: inflation linked 2 526 1830
Money market funds 2722 611
Foreign financial assets 2130 3063
Listed equity securities 1952 2879
Pooled unlisted equity securities 178 184
Corporate debt securities with derivative overlay 131 831
Local assets 124 751
Foreign assets 7 80
Accrued investment income 36 40
Total investments designated at fair value through profit or loss 10 113 8745
Cash held in bank accounts operated by asset managers 41 M7
Total financial assets invested through asset managers 10 154 8862
Other financial assets designated at fair value through profit or loss

Enterprise development fund 20 17
Supplier development fund 75 60
Endowment Policy 2 -
Money market funds 163 206
Total other financial assets at fair value through profit or loss 260 283

The credit quality of financial and insurance assetsis provided in Annexure 1to the financial statements.
A maturity analysis of the Company’s financial assets is provided in Annexure 2 to the financial
statements.

The Company’s application of the fair value hierarchy to the measurement of its financial assets is
disclosed in the note to the financial statements Fair value measurement as well as in Annexure 3. Cash
held in bank accounts operated by asset managers is measured at amortised cost.

The Company’s financial assets are exposed to various financial risks. Details of these risks and results

of sensitivity testing of the key risks are provided in the note to the financial statements titled Financia/
Risk.

The enterprise and supplier development funds are non-interest bearing.
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12. Other receivables

2024 2023
Bm BRm
Total other receivables 9 8

A maturity analysis of other receivables is disclosed in Annexure 2 to the financial statements.
The Company has reviewed the recoverability of other receivables at year end and determined that no
allowance for expected credit losses is necessary.

13. Stated capital

Stated capital 0 0

The Company’s authorised stated capital has remained unchanged and consists of 500 000 (2023: 500 000)
ordinary shares of no par value, totalling R10 000 (rounded to RO million).

The Companuy’s issued stated capital has remained unchanged and consists of 315 000 (2023: 315 000)
ordinary shares of no par value, totalling R10 000 (2023: R10 000).

~ Rounded to the nearest R’million
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14. Insurance contract liabilities

Reconciliation of the Liability for Remaining Coverage and the Liability for Incurred Claims:

Liability for incurred claims

Estimates
of the
Present
value of
Liability for future Risk adjustment for
remaining coverage  cash flows non financial risk
BRm Note Rm Rm Note
Opening balance 2024 162 3 064 243 3469
Insurance Revenue (1198) 18 - - (1198)
Insurance claims and service
expenses - 1007 54 19 1061
Insurance finance expense from
insurance contracts issued - 196 - 196
Transfers - (24) - (124)
Transfer to Property and equipment - (Y] - @
Transfer to Intangible assets - (15) - 5)
Transfer to Trade and other payables - (79) - (79)
Transfer to Employee related
obligations - (26) - (26)
Cash flows 1202 (845) - 357
Premiums received 1202 - - 1202
Claims paid - (557) - (557)
Directly attributable expenses paid - (74) - 74)
Annual premium rebate paid - 214) - (214
Closing balance 2024 166 141 3298 297 14.2 376
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Liability for incurred claims

Estimates
of the
Present
value of
Liability for future Risk adjustment for
remaining coverageé cash flows non financial risk
Rm Note Rm Note
Opening balance 2023 130 3185 237 3 552
Insurance Revenue (1 017) 18 - - (1 017)
Insurance claims and service expenses - 79 6 19 797
Insurance finance expense from
insurance contracts issued - 212 - 212
Other movements ) 3) - (8)
Transfers - 18) - 18)
Transfer to Property and equipment - 5) - (5)
Transfer to Intangible assets - (10) - (10)
Transfer to Trade and other payables - 92) - 92)
Transfer to Employee related
obligations - “n - “an
Cash flows 1054 (1003) - 51
Premiums received 1054 - - 1054
Claims paid - (475) - (475)
Directly attributable expenses paid - (95) - (95)
Annual premium rebate paid - (433) - (433)
Closing balance 2023 162 141 3064 243 14.2 3469

Disclosure has been improved changing how some line items have been aggregated or disaggreqgated. 7ransfers
relate to the non-cash expenses scoped in by IFRS 17 and settled or realised by other IFRS prevailing standards.

141 Liability for remaining coverage

The disclosure below is considered supplementary information to note 14 and includes reconciliations of the
various components within the LRC:

Unearned premiums liabilities 1411 197 171
Insurance receivables net of ECL* 14.1.2 31N (€))]
Total liability for remaining coverage 166 162

* ECL - Expected credit losses
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14.1.1. Unearned premium liabilities

2024 2023
Rm Rm
The movement in the unearned premium liabilities is analysed as follows:
Opening balance 171 146
Release of opening balance a7m (148)
Unearned portion of current year premiums 197 171
Closing balance 197 171
14.1.2. Insurance receivables net of ECL
2024 2023
Rm Rm
Due from policyholders 216 134
Expected credit losses (ECL) (185) (125)
Total insurance contract receivables 3 9
Movement in insurance receivables net of ECL
Opening balance 9 24
Increase in ECL (60) (53)
Receivables written off @) -
Premium written 1291 1092
Premiums received (1202) (1054)
Closing balance & 9

14.2. Liability for incurred claims

Estimates of Present value of future cash flows 3298 3064
Pension liabilities 14.2.1 2170 2034
Claims provisions 14.2.2 823 648
Premium rebate liabilities 14.2.3 305 382
Risk adjustment 297 243
Total liability for incurred claims 3 595 3 307
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14.2.1. Pension liabilities

The movement in pension liabilities is analysed as follows:

Opening balance 2034 1909
Finance costs including unwind of discount rate 156 171
Experience variances and data movements 3) 14
Pensions paid (164) (150)
New pensions awarded and reinstatements 147 90
Closing balance 14.2 2170 2034

The principal assumptions used to determine the discounted present value of pension liabilities, and the
results of sensitivity testing of these assumptions, are detailed in the note to the financial statements

Insurance Risk.

14.2.2. Claims provisions

Unpaid reported claims 41 445
IBNR provision 299 14
Claims handling expenses 13 89
Total claims provisions 14.2 823 648
The movement in claims provisions is analysed as follows:

Opening balance 648 706
Gross claims expense for the year 667 318
Finance costs (Unwind of discount rate) 40 a4
Claims paid (393) (327)
Pensions awarded (139) (90)
Total claims provisions 823 648

Claims development tables presented below are based on the actual date of the event that caused the
claim (accident year basis) and is designed to assess the sufficiency of claims provisions raised in the
initial accident year. No account is taken of the time value of money and therefore shortfalls should be

expected over extended periods of assessment.
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Non-Life

2020
R ‘000

Accident Year

2021
R ‘000

2022
R ‘000

2023
R ‘000

2024
R ‘000

Payment for new claims during initial accident year 97251 106379 104536 133995 143215
Reserves for new claims at the end of initial accidentyear 185036 165158 178450 209878 239 802
Best estimate P&L charge iro new claims estimates 282287 271537 282986 343873 383017
Claims paid for relevant accident year by year of payment

2020 97 251

2021 80174 106 379

2022 35 841 78 813 104 536

2023 10339 37284 78813 133995

2024 5195 8245 37284 123249 143215
Best estimate liability for relevant accident year at 31Dec 2024 28 445 34732 54840 113578 239802
Latest estimate of aggregate claims cost foraccidentyear 257245 265454 275473 370822 383 017
Surplus/(Deficit*) 25042 6084 7513 (26 949) -

*A deficit does not necessarily imply insufficient reserving as no adjustment has been made for inflation and

the time value of moneu.

Non-Life

2019
R ‘000

Accident Year

2020
R ‘000

2021
R ‘000

Payment for new claims during initial accident year 109 234 97251 106379 104536 133995
Reserves for new claims at the end of initial accident 168654 185036 165158 178450 209 878
year
Best estimate P&L charge iro new claims estimates 277888 282287 271537 282986 343873
Claims paid for relevant accident year by year of payment

2019 109 234

2020 79032 97 251

2021 27 391 80174 106 379

2022 12 639 35 841 78813 104 536

2023 3608 10337 37284 102299 133995
Best estimate liability for relevant accident year at 31Dec 2023 28044 34497 36 721 93619 209878
Latest estimate of aggregate claims cost foraccidentyear 259947 258100 259198 300454 343873
Surplus/(Deficit*) 17 941 24187 12340 (17 468) -

*A deficit does not necessarily imply insufficient reserving as no adjustment has been made for inflation and the

time value of moneuy.
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Accident Year

2021 2022
Unawarded Pensions R ‘000 R ‘000

Payment for new claims during initial accident year 43 460 46 185 12171 17945 39945
Reserves for new claims at the end of initial accident year 98162 117150 67504 49 339 79 741
Best estimate P&L charge iro new claims estimates 141622 163335 79675 67284 119 686
Claims paid for relevant accident year by year of payment

2020 43 460

2021 18 136 46 185

2022 26 256 28402 12171

2023 6983 22262 24128 17 945

2024 2495 14897 24683 45269 39945
Best estimate liability for relevant accident year at 31Dec 2024 9912 10267 23006 52 591 79 741
Latest estimate of aggregate claims cost for accidentyear 107242 122013 83988 115805 119686
Surplus/(Deficit*) 34 380 41322 (4313) (48521) -

*A deficit does not necessarily imply insufficient reserving as no adjustment has been made for inflation and
the time value of moneuy.

Accident Year

2020 2021 2022 2023
Unawarded Pensions R ‘000 R ‘000 R ‘000 R ‘000

Payment for new claims during initial accident year 37 940 41671 44319 11826 17 275
Reserves for new claims at the end of initial accident year 91457 98162 117150 67504 49339
Best estimate P&L charge iro new claims estimates 129 397 139833 161469 79 330 66 614
Claims paid for relevant accident year by year of payment

2019 37 940

2020 28 291 41671

2021 12 557 17375 44 319

2022 12 407 25038 27287 11826

2023 2045 6644 21202 23 113 17 275

Best estimate liability for relevant accident year at 31 Dec 2023 13 694 21631 31466 35512 49339
Latest estimate of aggregate claims cost for accident year 106 934 112 358 124 274 70 451 66 614
Surplus//(Deficit*) 22 463 27474 37195 8879 -

*A deficit does not necessarily imply insufficient reserving as no adjustment has been made for inflation and
the time value of moneuy.
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I

Liability adequacy test

At the end of each reporting period, the Company considers the need for liability adequacy tests to be
performed to assess the adequacy of insurance liabilities in respect of the current portfolio of unexpired risks.

There was no need to perform liability adequacy tests at the end of the current or preceding financial year
owing to the favourable gross claims ratios recorded in respect of these financial years.

14.2.3. Premium rebate liabilities

2024 2023
Rm Rm
Premium rebate liabilities relating to:

Underwriting year commencing March 2023 34 382
Underwriting year commencing March 2024 271 -
Total premium rebate liabilities 305 382

The movement in premium rebate liabilities is analysed as follows:
Opening balance 382 546
Premium rebate charge for the year 137 269
Current year 271 382
Adjustment for previous year (134) M3)
Annual premium rebates paid @14 (433)
Closing balance 305 382

During 2022, the timing of premium rebate payments was changed as to it being settled in the last quarter
of the year of completion of the relevant underwriting year. As a result of transitioning to this new rebate
payment methodology, two rebate payments were made in 2023.

A maturity analysis of premium rebate liabilities is provided in Annexure 2 to the financial statements.

14.2.4. Insurance finance expense

Pension liabilities 156 171
Unwind of discount rate 175 262
Effect of changes in interest rate and other financial assumptions (19) (9
Claims provisions: Unwind of discount rate 40 41
Insurance finance expense 196 212
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15. Dissolution liability

Total

Rm

Balance at 1 January 2023 4681

2023 Profit transferred 984

Closing balance at 31 December 2023 5 665

2024 Profit transferred 458

Closing balance at 31 December 2024 6123

16. Trade and other payables

2024 2023
Rm Rm
Intercompany liability: FEMEF donation 500 -
Corporate social investment 32 28
Staff incentives payable 24 19
Outstanding investment settlements 3 6
Other current payables 19 20
Unreleased pensions liability 18 13
Uninsured employers contribution to State Compensation Fund 13 20
Premium credit balances 12 12
Audit fees 6 5
Reinsurance top up premium 4 4
Accrued leave liability 3 3
Consulting and other professional fees 2 3
Total trade and other payables 636 133

A maturity analysis of trade and other payables is provided in Annexure 2 to the financial statements.
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17. Education Assistance Program Liability

The movement in the EAP liability is analysed as follows:

Opening balance 101 88
Cash payments 7 (18)
Movement in actuarial valuation 28 29
Closing balance 112 101

The present value of future cash flows for the education assistance program relates to the future committed
costs of education of beneficiaries. Several assumptions are incorporated within the modelling of this provision,
most notably:

« theincreased future costs of education;

« the number of students expected to be on the program; and

« the number of years each student is expected to be on the program.

18. Insurance revenue

Amounts relating to the liability for remaining coverage

Premiums raised on initial wage declarations for the current year 1212 1041
Premiums raised on final wage declarations for the previous year 79 51
Total premium raised 1291 1092
Movement in Unearned premium liabilities 1411 (26) (25)
Increase in ECL and premium receivables written off 14.1.2 (67) (50)
Total insurance revenue 1198 1017

19. Insurance service expense

Amounts relating to the changes in the liability for incurred claims

Gross claims expense* (7086) (339)
Directly attributable expenses 191 (188) (165)
Accident prevention expenses and grants (33) (33)
Annual rebates to policyholders net of prior year over provision (137) (269)
Claim recoveries from Road Accident Fund 3 9
Total insurance service expense (1061 (797)

*See note 28



NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

19.1. Directly attributable expenses

The disclosure below is considered supplementary information to note 19 and includes a breakdown of the
directly attributable expenses:

Depreciation and amortisation @n (15)
Directors’ remuneration (20) 7
Employee costs (average number of employees: 130 (2023: 121) (1)) (82)

Total cost of employment 87 (78)

Training and recruitment costs 4) ®
External audit fees 4) Q)
Professional and other fees ) (18)
Other expenses (41 (37)
Total operating expenses (198) (174)

Total operating expenses are split between directly attributable and non-
attributable in terms of IFRS17 as follows:

Directly Attributable operating expenses 19 (188) (185)
Non - attributable operating expenses 21 (10) ©
Total operating expenses (198) 74)

20. Net investment income

Investment income 1160 1090
Interest income 457 350
Dividend income 25 42
Net foreign currency gain on financial assets 14 101
Net valuation gains on financial assets measured at fair value 664 597

Investment expenses (32) (26)

Asset management and consulting fees (29 (25)
Performance fees 3 m
Total net investment income 1128 1064

The net valuation gains or losses on financial assets measured at fair value through profit or loss incorporates
interest and dividends earned within pooled financial asset portfolios. Certain of the Company’s mandated
asset managers offset their investment fees and transactional costs in unit pricing and, consequently, these
expenses are incorporated in the net valuation gains on financial assets measured at fair value through profit
or loss. Where fees are explicitly disclosed by asset managers, these are included in the relevant investment

expense line item. V ‘
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2. Other operating expenses

Operating expenses 191 (10) ©
Socio economic and skills development (35) (32)
Pensioner beneficiary assistance program (6) @n
Education Assistance Programme - movement in PV of future cash flows (28) (13)
Total other operating expenses (79) (75)

22. Net movements in operating assets & liabilities and lease liabilities

22.. Net movements in operating assets & liabilities

Movement of insurance contract receivables 149 97
Financial receivables at amortised cost m 7
Financial payables at amortised cost - excl leases 514 32
Reinsurance contract assets 19 6
Insurance contracts liabilities 313 (83)
Dissolution liability 458 984
Total net changes in operating assets & liabilities 1452 1043

22.2. Net movements in lease liabilities

2024 2023

Rm Rm

Opening balance 1 3
Additions 2 -
Interest* 0 0
Payments @) @)
Total net movements in lease liabilities 1 1

* rounded to the nearest R’'million
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23. Related party disclosures
23.1. Related parties
The following entities are related parties of the Company:

e TheFederated Employers Trust (“the Trust™), an inter-vivos trust, owns 100% (2023: 100%) of the issued
shares of FET. The sole purpose of the Trust is to hold the share capital of FET, and the sole beneficiaries
of the Trust are the policyholders of the Companuy. In terms of the Trust Deed, the Company must pay
all reasonable expenditure incurred by the Trust.

+ The Federated Employers Trust Proprietary Limited (“FET”) owns 33.34% (2023: 32.94%) of the issued
shares of the Company. FET exists to facilitate the transfer of shares to new policyholders of the
Company and the repurchase of shares from exiting policyholders. FEM is an associate of FET.

o FEM Education Foundation NPC (“FEMEF™) was incorporated by FEM in December 2016 as a non-profit
company. It focuses on making animpact on education and leadership in South Africa. The Foundation’s
activities include providing holistic funding to scholars from disadvantaged areas until they attain
their first tertiary qualification and partnering with entities that are focused on improving the public
schooling system in South Africa on a sustainable basis. This entity is a subsidiary of FEM.

« Federated Employers Mutual Solutions Proprietary Limited (“FEM SOL”), previously FEM Construction
Industry Loan Fund Proprietary Limited was incorporated on 01 October 2020 and is wholly owned
by FEM, for the purpose of providing COVID-19 related financial support through interest-bearing
loans to selected participants in the construction industry, including policyholders. The Company
recently changed its MOl to also include medical surveillance and testing. This entity is a wholly owned
subsidiary of FEM.

The registered addresses of FET, the Trust, FEMEF and FEM SOL are the same as FEM’s registered address,
included in the note to the financial statements titled General information.

23.2. Related party transactions
Transactions with related parties and amounts due from/(to) related parties are as follows:

Intercompany balances at 31 December

2024 2023

Receivable by Entity 1 Payable by Entity 2 Rand Rand Description

FEMEF FEM 500 000 000 - | Intercompany donation

FEM FEMEF 209 640 oog gro | [ EM funding operating
expenses

FEM FEM SOL 330 941 57 o7g | [EM funding operating
expenses

FEM FEM SOL 40 000 000 ) Re‘tl.,ll’h of contributed
capital
Net balance of FEM
funding operating

FEM FET 128 631 135 60g | SXPenses, Consulting
services to FET and
Administration services
to FEM
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Intercompany transactions for the year ended 31 December 2024

Income in Entity 1

FET

Expense in Entity 2

FEM 33 027 31039

Description

Administration fees
based on outsourcing
agreement.

Trust

FEM 40 479 38 187

Administration fee
in terms of the
Administration
agreement.

FET

FEM = -

FET holds shares in The
Federated Employers
Mutual Assurance
Company (RF) (Pty) Ltd
(“FEM™) (Note 2), which

comprises 33.34% (2023:

32.94%) of the issued
share capital of FEM

which has voting rights.

There is no share of

profit in associate as FEM
is a mutual which is a not

for profit entity.

FEM

FET 326 503 303702

Consulting fees based on
outsourcing agreement.

For all related party receivable balances due to FEM at year end, the expected credit loss on each amount is

equal to nil.

Certain non-executive directors are employed by construction companies which hold policies issued by the
Companuy. Relevant details are as follows:

Premiums

Non-executive director

Related policyholder

Mr JR Barrow Barrow Construction (Pty) Ltd 956 947
Mr NF Maas Gauteng Piling (Pty) Ltd 181 130
Mr CS Jiyane PC Builders Building and Civil Construction CC 226 183
Ms NBP Nkabinde Otis (Pty) Ltd 3002 2700
Ms NBP Nkabinde Sigma Lifts and Escalators (Pty) Ltd 116 99
Total Premiums 4481 4 059

Rebates

Non-executive director

Related policyholder

Mr JR Barrow Barrow Construction (Pty) Ltd 329 567
Mr NF Maas Gauteng Piling (Pty) Ltd - -
Mr CS Jiyane PC Builders Building and Civil Construction CC 87 127
Ms NBP Nkabinde Otis (Pty) Ltd 1146 2039
Ms NBP Nkabinde Sigma Lifts and Escalators (Pty) Ltd 42 104
Total Rebates 1604 2837
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Claims paid

Non-executive director Related policyholder

Mr JR Barrow Barrow Construction (Pty) Ltd 31 -
Mr NF Maas Gauteng Piling (Pty) Ltd nMa 1
Mr CS Jiyane PC Builders Building and Civil Construction CC - -
Ms NBP Nkabinde Otis (Pty) Ltd 205 86
Ms NBP Nkabinde Sigma Lifts and Escalators (Pty) Ltd - -
Total Claims Paid 350 87

23.3. Directors’ remuneration

Directors earn remuneration for services performed for FEM. No fees are paid separately for services rendered
to any related party entities.

Non-executive directors’ fees:

Mr JR Barrow * (Chairman) 834 787
Mr H Walker (Lead independent director) * - 388
Ms K Imathiu * (Lead independent director) 780 74
Mr C Economou * 1084 993
Mr CS Jiyane 470 426
Mr NF Maas 559 518
Mr ER Mackeown * 896 848
Ms N V Madyibi 532 379
Ms A Moiloa ** = -
Dr H Ngakane 658 611
Ms NBP Nkabinde 452 268
Ms L Tamboer 349 303
Total non-executive directors’ fees (excl VAT) 6 614 6 235
VAT on NED Fees 197 303
Total non-executive directors’ fees 6 8M 6 538

* As per BGR 14 issued by SARS in 2017, certain non-executive directors are required to charge VAT on fees. As the VAT does
not apply to all directors, and only directors with an * next to their name, on a total basis the VAT amount will not be equal
to 15% of the total fees, exclusive of VAT.

** Ms A Moiloa does not earn fees for her services as a non-executive director, by virtue of the fact that she has been
nominated by the Minister of Employment and Labour to fulfil the role as a non-executive director in her capacity as a
representative and employee of the Department of Employment and Labour.
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Executive directors’ remuneration:

Mrs N Manyonga - resigned 31 May 2024

Total cost of employment 1647 3228
Provident Fund 198 432
Short term incentive 1781 1239
Medium term incentive 2472 1419
Total remuneration 6 098 6 318
Mr N Hoosen - appointed as CEO on 1 June 2024
Total cost of employment 1752 -
Provident Fund 248 -
Medium term incentive 1554 -
Total remuneration 3554 -
Mr Y Bodiat - resigned 30 June 2024
Total cost of employment 1302 2158
Provident Fund 155 281
Short term incentive 814 599
Medium term incentive 756 591
Total remuneration 3027 3629
Mr M Spies - appointed as CFO on 1 October 2024
Total cost of employment 603 -
Provident Fund 85 -
Total remuneration 689 -
Total executive directors’ remuneration 13 368 9947
Total directors’ remuneration (included in Operating Expenses note) 29178 16 485
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23.4. Executive committee remuneration (excluding executive directors)

Total cost of employment, excluding motor vehicles 10 729 10 235
Short term incentive 3 387 2328
Medium term incentive 1738 1324
Total remuneration 15 854 13 887

24. Capital management

The principal capital management objective is to enhance the Company’s investment returns for the benefit
of stakeholders, while ensuring that the Company remains adequately capitalised and has adequate liquid
cash resources to meet all of its obligations. An asset-liability modelling exercise is performed at least every 18
months to determine the optimum percentage allocation of investments to different asset classes after taking
into account the liability profile of the Company. The implementation of the Company’s investment strateqy
is managed by the Investment committee of the Board acting on the advice of independent investment
consultants.

The Company is prohibited from incurring any debt and, therefore, no leverage is incorporated in the capital
structure.

The Company is subject to externally imposed capital requirements under the Insurance Act. The requirements
were met throughout the year. These requirements are monitored by the Board through various Board
committees.

The Company aims to always maintain a capital buffer such that it can withstand a severe but plausible shock
event. Internal capital targets are reqularly monitored.

25. Insurance risk

The Company is exposed to various insurance risks as explained below. There have been no significant changes
from the previous year in the exposure to insurance risk or policies, procedures and methods used to measure
the risk.

The Company accepts insurance risk through statutory insurance contracts issued to certain classes of
employers within the construction industry under the Compensation for Occupational Injuries and Diseases
Act No. 130 of 1993 (“the COID Act™). These classes of employers must procure the insurance covers provided
under the COID Act either from the Company or the State Compensation Fund. Once a policyholder is registered
with FEM, it may not transfer to the State Compensation Fund. Policyholders cease to be policyholders in the
event of deregistration as companies. The Company issues no other types of insurance contracts.

As a general quideline, insurance risk is only significant for a contract if there is at least one scenario with
commercial substance where the compensation paid by the insurer is significant, irrespective of the likelihood
of that scenario. The Company determines whether it has significant insurance risk, by comparing benefits
payable after an insured event with benefits payable if the insured event did not occur. Insurance contracts
can also transfer financial risk. The insurance products offered by FEM provide protection and compensation to
the employees of policyholders (and their dependents) that have suffered damage as a result of an accident
and occupational disease and are entitled to COIDA benefits.

The following compensation is payable in respect of employees injured on duty in terms of the COID Act. The
calculation method for compensation, as well as the maximum earnings and minimum assessment thresholds
used to determine an employer’s assessment, are reviewed annually by the Minister of Employment and
Labour and subsequently published in the Government Gazettes: &V“

=7

61



NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2024

25.1 Temporary disablement

Periodic payments at 75% of the employee’s monthly earnings at the time of the accident, subject to a maximum
payment of R37 333 (2023: R35 220) per month for up to 24 months.

25.2. Permanent disablement

If the degree of disablement is 30% or less, compensation takes the form of a lump sum based on 15 times
the employee’s monthly earnings at the time of the accident, subject to minimum and maximum payments of
R104 551 (2023: R98 633) and R418 150 (2023: R394 481) respectively.

If the degree of permanent disablement is 31% or more, compensation takes the form of a monthly pension.
The monthly pension for 100% permanent disablement is calculated at 75% of the employee’s monthly
earnings, subject to minimum and maximum monthly pensions of R5 229 (2023: R4 933) and R37 333 (2023:
R35 220) respectively. Where the degree of permanent disablement is less than 100%, the pension is calculated
proportionately.

25.3. Compensation on death

Compensation to the surviving spouse consists of both a lump sum equal to twice the monthly pension
applicable for 100% permanent disablement and a monthly pension equal to 40% of the pension applicable
for 100% permanent disablement. This pension continues on remarriage and only ceases upon death of the
surviving spouse. If more than one spouse, the 40% is split between them.

Compensation to each child under 18 years of age takes the form of a monthly pension equal to 20% of the
pension applicable for 100% permanent disablement, provided that the total pension payable to the surviving
spouse (maximum 40%) and children (maximum 60%) does not exceed the amount of the pension applicable
for 100% permanent disablement. This pension ceases upon death, marriage or the attainment of 18 years
of age, (FEM continues to pay the child’s pension until 31 December of the year in which the child turns 18)
but continues after the child reaches 18 years of age if the child is physically or mentally handicapped (for
such a period as can reasonably be expected that the deceased employee would have maintained the child).
The pension also continues after 18 years of age if the child is busy with secondary or tertiary education
(for such period as can reasonably be expected that the deceased employee would have contributed to the
child’s maintenance). Continuation of a child’s pension who is studying in tertiary education is approved on
application.

Compensation to the family for funeral costs of R20 797 (2023: R19 620).
25.4. Medical and transportation expenses

All reasonable medical expenses incurred by or on behalf of the employee and the reasonable expenses
incurred for the conveyance of the injured employee to a hospital, doctor or to their residence. As per the
procedural manual page 57, FEM reimburses travelling expenses at a rate of R5 per km.

The Company is exposed to a pricing risk to the extent that premiums are insufficient to meet the related future
compensation costs. Premium rates are set by the State Compensation Commissioner but may be loaded by the
Company in the event of adverse claims experience in respect of individual policyholders. The Company applies
loadings to policyholders’ rates each year based on a sliding scale above a threshold claims to premiums ratio,
with a maximum loading of 100%. Premiums, after adjusting for loadings, are considered to be adequate for the
level of risks accepted in the current and previous financial years.

Underwriting risk is further mitigated by the Company’s reinsurance programme under which the Company
is compensated above deductible amounts up to specified limits for large individual or cumulative losses on
insurance contracts issued by the Company. The impact of reinsurance is immaterial in the ordinary course of
events and is excluded from the sensitivity and claims development analyses shown in this section.
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The risks associated with the statutory insurance contracts issued by the Company are complex and subject
to a number of variables which complicate quantitative sensitivity analysis. This is addressed separately for
claims made under insurance contracts and subsequent pension liabilities under appropriate headings below.
Exposure to concentration risk with individual reinsurers arises due to the nature of the reinsurance market
and the restricted range of reinsurers that have acceptable credit ratings. The creditworthiness of reinsurers
is considered annually by reviewing their financial strength prior to finalisation of any new or renegotiated
treaty. This exposure is monitored on a regular basis for any shortfall in the claims history to verify that the
contract is progressing as expected and that no further exposure for the Company will arise.

Exposure to concentration risk of policyholders arises due to the nature of FEM’s licence being restricted to
entities within the construction industry. This is mitigated by virtue of the large policyholder base across the
country. In addition, reinsurance catastrophe cover is in place to mitigate large claims relating a single event
in a particular geographic location. Funeral costs of R20 797 (2023: R19 620)

25.5. Claims made under insurance contracts

2024 2023
Rm Rm

Sensitivity:
5 % increase in loss ratio (75) (59)
5% decrease in loss ratio 45 43

The Company applies various techniques based on past claims development experience to quantify these
sensitivities. This includes indicators such as average claim cost, frequency of claims occurrence, expected
loss ratios and claims development over past financial periods.

The percentages used in performing sensitivity analysis is aligned to the way the business manages its risk in
assessing how sensitive these balances are to changes in these ratios/rates. Results of sensitivity testing of
changes in claims loss ratios are as follows, shown as impact on profit or loss and equity (gross of reinsurance):

25.6. Pension liabilities

Pension liabilities are determined as the sum of the present value of the expected future monthly payments
arising from previous pension awards and directly related future administration expenses. This determinationis
based on assumptions as to longevity (in respect of the period of monthly pension payments); future pension
increases; pension administration expenses; and the discount rate applied. The discount rate is determined
with reference to the JSE Bond curve, which includes an element of an illiquidity premium.

The principal assumptions used to determine the Company’s pension liabilities are as follows:

2024 2023

Mortality * 135% of SA85/90 & 100% of AW/ plus annual mortality improvement of
0.5% p.a. for employees
75% of SA85/90 & 60% of AWM plus annual mortality improvement of
0.5% p.a. for widow/widowers

Implied average inflationary pension 7.7% 8.8%
increase (CPI +1.0%) (CPI +1.0%)
Pension administration costs per R3 138 R2 842

pensioner per annum

Implied average discount rate** 11.62% 12.93%

* §SA85/90 & AWr are mortality and AIDS tables respectively to allow for the probability of pensioners passing av “
away, which are standard industry tables released by the Actuarial Society of South Africa, with the proportion

used based on FEM's experience. w A‘

** [iabilities have been discounted using the 7SE bond curve which includes an illiquidity premium as per IFRS 17.
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The percentages used in performing sensitivity analysis is aligned to the way the business manages its risk
in assessing how sensitive these balances are to changes in these ratios/rates. Results of sensitivity testing
of the principal assumptions used to determine the Company’s pension liabilities are as follows, shown as an
impact on profit or loss and equity:

Principal assumptions

10% increase in mortality Shorter period of current 1980 212
i.e. a10% decrease in longevity disability payments

10% decrease in mortality Longer period of future pension (2092) (2233)
i.e.a10% increase in longevity payments

10% increase in direct pension Increased expected future (2 043) (2180)
administration expenses costs

10% decrease in direct pension Decreased expected future 2043 2180
administration expenses costs

1% once-off upliftment to monthly Increased future pension costs (2243) (2 396)
pensions

1% once-off decrease to monthly Decreased future pension costs 1856 1978
pensions

0.5% relative decrease in net discount  Increased present value of 1861 1983
rate* liability

0.5% relative increase in net discount Decreased present value of (2240) (2 393)

rate* liability

* Implied average discount rate less annual pension increase rate
** The amounts above relate to the impact on the best estimate

26. Financial risk

The Company’s financial instruments are exposed to various financial risks as explained below. There have
been no significant changes from the previous year in the exposure to financial risk or policies, procedures
and methods used to measure the risk. Various sensitivities are included to illustrate the impact of changes
to interest rate, equity appreciation and foreign exchange rates, which could have a material impact on the
relative instruments.

26.1. Risk management framework

The Company’s board of directors has the overall responsibility for the establishment and oversight of the
Company’s risk management framework. The board of directors has established the risk compliance office,
which is responsible for developing and monitoring the Company’s risk management policies. The office reports
to the Board and Risk Committee reqgularly on its activities.

The Company’srisk management policies are established toidentify and analyse therisks faced by the Company,
to set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and Company activities.
The Company, through training and management standards and procedures, aims to maintain a disciplined and
constructive control environment in which all employees understand their roles and obligations.

The Company Risk Committee oversees how management monitors compliance with the Company’s risk
management policies and procedures and reviews the adequacy of the risk management framework in relation
to the risks faced by the Company. The Company Audit Committee is assisted in its oversight role by internal
audit. Internal audit undertakes both reqular and ad hoc reviews of risk management control and procedures,
the results of which are reported to the Audit Committee.
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26.2. Credit risk

Credit risk is the risk of financial loss to the Company if a debtor (including a counter party to a financial
instrument) fails to make payments of interest and the principal value when due. The Company is exposed to
this risk through its bond and money market funds. Reinsurance assets do not present a material credit risk to
the Company owing to the limited reinsurance coversin place. Furthermore, there is some exposure to credit risk
from premium debtors owing to the expected credit losses provision being raised. The Company’s investment
policy places limits on local and foreign bond and money market funds, including portfolio composition and
issuer type limits. The performance of the bond and money market fund portfolios are monitored by the
Investment committee of the Board.

An analysis of the credit quality of financial and insurance assets is provided in Annexure 1 to these financial
statements.

26.3. Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a
result of market factors. Market factors include three types of risk: currency risk; interest rate risk; and equity
risk. These are addressed under separate headings below. In addition, the percentages used in performing
sensitivity analysis are aligned to the way the business manages its risk in assessing how sensitive these
balances are to changes in these ratios/rates.

Currency risk

Currency risk relates to the change in the value of foreign investments held by the Company as a result
of changes in foreign currency exchange rates. The Company holds equities, bonds and related derivative
financial instruments issued by foreign entities domiciled in developed and emerging markets, all of which
are denominated in US Dollars. The Company’s foreign investments are managed within the South African
foreign exchange control limits that apply to institutional investors, namely that a maximum of 45% of total
investments may be invested outside of South Africa, in line with the Company’s risk appetite, and taking
into account capital implications. All forex investments are denominated in US$. Foreign currency investments
are monitored by the Investment committee of the Board and holdings are adjusted when outside of asset
allocation range limits. Approximately 34% (2023: 34%) of the investment portfolio is foreign denominated.

Foreign currency denominated investments included in financial assets measured at fair value are as follows:

2024 2023

Rm Rm

Listed equity securities 1952 2879
Corporate debt securities with derivative overlay 7 80
USD cash - 5
Pooled unlisted equity securities 178 185
Total foreign currency denominated investments 2137 3149

Results of sensitivity testing of financial asset values based on foreign exchange movements (before the
impact of derivatives) are as follows, shown as impact on profit or loss and the dissolution liability:

2024

Rm

Sensitivity:

5% appreciation in the Rand versus US Dollar (107) (157)

A 5% depreciation in the Rand versus the US Dollar has the opposite impact
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Interest rate risk

Interest rate risk is the potential for financial loss caused by fluctuations in fair value or future cash flows of
financial instruments because of changes in market interest rates.

The Company is exposed to this risk through its interest-bearing investments, which include government and
corporate bonds and money market funds. (Refer to note 11)

Capital exposure to interest rate movements in yields on foreign fixed interest bonds and money market funds
is eliminated through derivative interest rate swaps, but there is a risk that these swaps may not be completely
effective.

Interest rate risk also arises from the pension liabilities since these liabilities are valued using a discounted cash
flow model.

The percentages used in performing sensitivity analysis is aligned to the way the business manages its risk in
assessing how sensitive these balances are to changes in these ratios/rates. Results of sensitivity testing of
the financial asset value based on interest rate movements are as follows, shown as impact on profit or loss
and the dissolution liability:

2024 2023
Rm Rm

Sensitivity:
5% decrease in the SA interest rates 194 138

A 5% increase in the SA interest rate has the opposite impact.

Results of sensitivity testing of the insurance liabilities value based on interest rate movements are as follows,
shown as impact on profit or loss and dissolution reserve:

2024 2023
Rm ]

Sensitivity:
5% decrease in the SA interest rates 1974 1897
5% increase in the SA interest rates (80M (752)

Equity risk

Equity risk is the uncertainty associated with the valuation of assets arising from changes in equity markets.
The Company is exposed to this risk through its equity investments.

The Company is subject to externally imposed capital requirements under the Insurance Act and is subject also
to prescribed investment requirements under the Compensation for Occupational Disease and Injuries Act No.
130 of 1993. The percentage allocation of investments to equities is determined by an asset-liability modelling
exercise, which is conducted at least every 18 months, after taking into account the liability profile of the
Companuy. Equities are monitored by the Investment committee of the Board and holdings are adjusted when
the investments are outside of the asset allocation range.
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Results of sensitivity testing based on changes in equity market valuations are as follows, shown as impact on
profit or loss and the dissolution liability:

2024 2023
Rm Rm

Sensitivity:
5% reduction in equity indices (158) (216)

A 5% appreciation in equity indices has the opposite impact.
26.4. Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet all cash outflow obligations as they become
due. The Company mitigates this risk by monitoring cash activities and expected outflows. The Company
does not have material liabilities that can be called unexpectedly on demand. The Company has no material
commitments for capital expenditures and there is no need for such expenditures in the normal course of
business. Claim payments, premium rebates and operational expenditure are currently funded by annual
premium receipts. Consequently, the principal risk is that investment returns are inadequate to fund long term
pension obligations. This risk is considered to be low at the present time based on the Company’s investment
strategy and high level of capital surplus retained by the Company. The Company has a portion of its assets
invested in illiquid investments. A liquidity risk limit is in place and illiquid investments exposure is reqularly
monitored.

The contractual maturity profile of the Company’s financial and insurance assets and liabilities is provided in
Annexure 2 to these financial statements.

27. Fair value measurement

Fair value is a market-based measurement, not an entity-specific measurement. For some assets and liabilities,
observable market transactions or market information might be available. For other assets and liabilities,
observable market transactions and market information might not be available. However, the objective of a fair
value measurement in both cases is the same - to estimate the price at which an orderly transaction to sell
the asset or to transfer the liability would take place between market participants at the measurement date
under current market conditions (i.e. an exit price at the measurement date from the perspective of a market
participant that holds the asset or owes the liability). Fair value excludes transaction costs which would be
incurred to sell the asset or transfer the liability e.g. sales commission.

When a price for an identical asset or liability is not observable, an entity measures fair value using another
valuationtechnique that maximizes the use of relevant observable inputs and minimizes the use of unobservable
inputs. Because fair value is a market-based measurement, it is measured using the assumptions that market
participants would use when pricing the asset or liability, including assumptions about risk. As a result, an
entity’s intention to hold an asset or to settle or otherwise fulfil a liability is not relevant when measuring fair
value.

Fair value for measurement and/or disclosure purposes in these financial statements is determined on the
basis explained above, except for leasing transactions that are within the scope of IFRS 16 Zeases’ and
measurements that have some similarities to fair value but are not fair value, such as the value in use in IAS 36
Impairment of Assets. Key areas of estimation uncertainty affecting insurance liabilities are explained in notes
to the financial statements, within the note titled Key sources of estimation uncertainty, and information
concerning insurance risks, including results of sensitivity testing of key insurance risks is provided in the
notes to the financial statements, within the note titled /nsurance risk.
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For financial reporting purposes, fair value measurements of financial assets are categorised into Level 1, 2 or
3 based on the degree to which the inputs to the measurements are observable and the significance of the
inputs to the measurement in its entirety, which are described as follows:

« Levellinputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date.

« Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable either
directly (i.e. as prices) or indirectly (i.e. derived from prices). This category includes instruments valued
using quoted market prices in active markets for similar instruments; quoted prices for identical or
similar instruments in markets that are considered less than active; or other valuation techniques in
which all significant inputs are directly or indirectly observable from market data.

« Level 3inputsare unobservable inputs for the asset or liability. The pooled unlisted equity securitiesis a
fund of funds that consists of other underlying funds. The underlying funds are valued by independent
asset managers and these valuations comply with International Private Equity and Venture Capital
Valuation (“IPEV”) guidelines. The underlying funds are generally valued on a discounted cash flow
basis where assumptions are applied to the discount rates used and the inclusion of future cash flows;
or other valuation techniques such as applying net asset values or earnings ratio valuation methods,
where various assumptions are applied.

Application of the fair value hierarchy to the Company’s financial assets is shown in Annexure 3 to these
financial statements.

28. Restatement
2024 is the second year of reporting in line with IFRS 17. Management reassessed the disaggregation of certain
IFRS 17 line items and modified the presentation of the Movement in pension liabilities by reaggregating it into

Insurance service- and finance expenses.

This presentation more appropriately reflects the way in which the economic benefits flow. Comparative
amounts for 2023 have been reclassified as indicated below:

As previously

Statement of Comprehensive income reported Reclassification As restated

Rm Rm Rm
Insurance service expense (775) (22) (797)
Total net insurance finance expense (303) 91 (212)
Movement in pension liabilities 69 (69) -
Other 1993 - 1993
Profit for the Year 984 - 984

Total comprehensive income = - -

29. Events after the reporting period

In March 2025, a wholly owned subsidiary of the Company, FEM Construction Industry Loan Fund (Pty) Ltd
changed its name to FEM Solutions (Pty) Ltd. This Company will house new initiatives planned for the FEM
Group. The R500 million donation to Federated Employers Mutual Education Foundation NPC was settled in
quarter 1 of 2025.

30. Going concern

The annual financial statements have been prepared on the basis that the Company will continue as a going
concern for a period of at least 12 months from the end of the reporting period. The Board has reviewed the
capital adequacy of the Company and the operating budget for the forthcoming year and has satisfied itself
as to the appropriateness of the going concern assumption.
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1. Financial instruments

Insurance assets and liabilities are not accounted for as financial instruments and are subject to
separate, specific accounting policy notes.

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instruments. Receivables and payables are recognised when due.

Classification

All financial assets, other than cash and receivables, are classified as financial assets at fair value
through profit or loss. This includes debt instruments irrevocably designated as measured at
fair value through profit or loss at initial recognition. Investment instruments are managed and
reported on a fair value basis, in accordance with the entity’s Investment Policy to necessitate the
monitoring of asset manager performance against market and industry benchmarks.

Cash and receivables are classified and are subsequently measured at amortised cost. Short-term
receivables are measured without discounting.

The Company is prohibited under its MOI from issuing any debt instruments. Consequently,
financial liabilities are limited to payables and discounted future cash flows relating to the EAP.

Payables are defined as other financial liabilities and are subsequently measured at amortised
cost. Short-term payables are measured without discounting.

The Company may enter into a variety of derivative financial instruments to manage the exposure
of its investments to equity, interest rate and foreign exchange rate risks, including foreign
exchange forward contracts and interest rate swaps dependent on regulatory approval. Derivative
assets and liabilities are classified as financial assets or liabilities at fair value through profit or
loss and are subsequently measured at fair value through profit or loss.

Initial measurement

All financial instruments are initially measured at fair value plus or minus, in the case of a financial
asset or financial liability not at fair value through profit or loss, transaction costs.

Subsequent measurement

Gains or losses arising on the subsequent re-measurement of financial assets and financial
liabilities measured at fair value through profit or loss are recognised in profit or loss. The net gain
or loss recognised in profit or loss incorporates any dividend or interest earned on financial assets
and is included in the “Net valuation gain on financial assets measured at fair value” item within
investment income in the statement of comprehensive income.

Interest income arising on the subsequent re-measurement of financial assets and financial
liabilities measured at amortised cost is recognised through profit or loss over time by applying
the effective interest method, except for short-term receivables and payables when the effect of
discounting is immaterial.

Financial assets measured at amortised cost are assessed for indicators of impairment at the end
of each reporting period and are considered to be impaired when there is objective evidence that,
as a result of one or more events that occurred after the initial recognition of the financial asset,
the estimated future cash flows to be derived from the asset have been affected.
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Offsetting

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

2. Impairment of financial assets

The Company recognises loss allowances for Expected Credit Losses (ECL) on premium receivables
at amortised cost included in the LRC. The company measures loss allowances at an amount equal
to lifetime ECL.

Measurement of ECL

The Company uses the practical expedient when measuring expected credit losses and uses a
provision matrix to calculate the expected credit losses on premium receivables included in the LRC.
The Company uses its historical credit loss experience adjusted for general economic conditions
and forward-looking information using information that is available without undue cost to estimate
the lifetime expected credit losses.

The following matrix is applied to the carrying amount of premium receivables to calculate the ECL:

Debtor age ECL
>90 days, no payment plan 100%

>60 days, no payment plan 50%

>30 days, no payment plan 2%
Current 0.1%

3. Derecognition of financial assets and financial liabilities

The Company derecognises an asset:

« when the contractual rights to the cash flows from the asset expire; or

« where there is a transfer of contractual rights to receive cash flows on the asset in a
transaction in which substantially all the risks and rewards of ownership of the assets are
transferred; or

« where the Company retains the contractual right to the cash flows from these assets but
assumes a corresponding liability to transfer these contractual rights to another party
and consequently transfers substantially all of the risk and benefits associated with the
asset.

Where the Company retains substantially all the risks and rewards of ownership of the financial
asset, the Company continues to recognise the asset. The Company derecognises a financial

liability when its contractual obligations are discharged, cancelled or expire.

4. Impairment of non-financial assets
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The Company assesses at each end of the reporting period whether there is any indication that
an asset may be impaired. If any such indication exists, the Company estimates the recoverable
amount of the asset.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for
the individual asset. If itis not possible to estimate the recoverable amount of the individual asset,
the recoverable amount of the cash-generating unit to which the asset belongs is determined.
Therecoverable amount of anasset oracash-generatingunitisthe higher of its fair value less costs
to sell and its value in use. Value in use is based on the estimated future cash flows, discounted to
their present value using a pre-tax discount rate that reflects current market assessment of the
time value of money and the risk specific to the asset.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation
is recognised immediately in profit or loss. Any impairment loss of a revalued asset is treated as a
revaluation decrease.

The Company assesses at each reporting date whether there is any indication that an impairment
loss recognised in prior periods may no longer exist or may have decreased. If any such indication
exists, the recoverable amounts of those assets are estimated.

The increased carrying amount of an asset attributable to a reversal of an impairment loss does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or
amortisation is recognised immediately in profit or loss. Any reversal of an impairment loss of a
revalued asset is treated as a revaluation increase.

5. Equity instruments issued to policyholders

All policyholders of the Company must be shareholders in terms of the Company’s MOI. To facilitate
this, each new policyholder is issued with one share. On cancellation of the policy, the share is
returned to the pool.

Equity instruments issued by the Company are recognised at the proceeds received, net of direct
issue costs, and are subject to specific restrictive conditions stipulated in the Company’s MOI.
These restrictive conditions are designed to entrench the mutual shareholding structure of the
Company and protect the long-term interests of policyholders. Inter alia, the Company may not
change the terms of the existing ordinary shares in issue (other than to convert the par value
shares to shares of no par value) and may only issue new shares if such shares are of the same
class and have the same preferences, rights, limitations and other terms as the existing ordinary
shares in issue.

6. Income tax and Value Added Tax
The Company is exempt from income tax in accordance with section 10(1)(t)(xvi)(cc) of the South
African Income Tax Act. The Company is also specifically excluded from Value Added Tax as the

services are not deemed to be carrying on of an enterprise.

7. Insurance contracts issued
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Insurance assets and insurance liabilities are recognised when the Company becomes party to the
contractual provisions of insurance contracts issued to policyholders.
Classification

The Company issues statutory insurance contracts under the South African Compensation
for Occupational Injury and Diseases Act, 1993 as amended (“the COID Act”) to certain classes
of employers within the construction industry against their liabilities to employees in terms of
the COID Act. These contracts, which transfer significant insurance risk, provide various forms of
compensation to the employees of policyholders in the event of injury on duty or occupational
disease. Details of the various forms of compensation are provided in the notes to the financial
statements, within the note titled Insurance risk.

The classification of contracts is performed at the inception of each contract. The classification
of the contract at inception remains the classification of the contract for the remainder of its
lifetime unless the terms of the contract change to such an extent that it necessitates a change
in classification.

The benefits and obligations arising from insurance contracts issued by the Company consist of
premiums due and receivable from policyholders, compensation due and payable to claimants and
longer-term expected payables in respect of:

« unpaid or incurred but not reported claims;

« pension claims; and

«  premium rebates.

Premium receivables are included in the LRC net of the ECL and are measured at the transaction
price. Short-term receivables are measured without discounting.

Longer-term expected payables are classified asinsurance liabilities and are measured as explained
below.

Discretionary premium rebates

The insurance contracts issued by the Company when read in conjunction with the Company’s
MOI entitle the policyholder to receive merit rebates of premiums (also referred to as “premium
rebates™):
« that are likely to be a significant portion of the total contractual benefits; and
« whose amount and timing is to be determined at the sole and absolute discretion of the
Board of directors of the Company in accordance with the provisions of the MOI and
policy terms and conditions.

Relevant details of this discretionary premium rebate and critical judgments to be made by the
directors to determine the related liability for premium rebates to policyholders at each financial
period end are provided in the notes to the financial statements, within the note Critical judgments
in applying accounting policies.

Recognition and measurement

The Company recognises groups of insurance contracts it issues as from the earliest of the

following:

« The beginning of the coverage period of the group of contracts; or

« The date when the first payment from a policyholder in the group is due or when the first
payment is received if there is no due date; or

« For agroup of onerous contracts, if facts and circumstances indicate that the group is
onerous.

The Company recognises a group of reinsurance contracts it has entered into as from the earlier

of the following:
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« The beginning of the coverage period of the group of reinsurance contracts held; and
+ The date the Company recognises an onerous group of underlying insurance contracts
if the Company entered into the related reinsurance contract held at or before that

date.

Reinsurance contract held by the Company provides non-proportionate cover (CAT cover).

The Company adds new contracts to the group in the reporting period in which that contract
meets one of the criteria set out above.

Level of aggregation

IFRS 17 requires the Company to determine the level of aggregation for applying its requirements.
All contracts are under the COID policy to issue one insurance contract and are therefore subject
to similar risk. As the FEM COID policy cannot be lapsed separately, and a single premium is quoted,
the contracts do not meet requirements for separation and have not been separated into sub-
insurance components. In addition, as FEM sells only one type of contract; they are all managed
together and therefore one portfolio would suffice.

The portfolios are furtherdivided by year of issue and profitability forrecognitionand measurement
purposes. Hence, within each year of issue, portfolios of contracts are divided into three groups,
as follows:
« Agroup of contracts that are onerous at initial recognition (if any);
« A group of contracts that, at initial recognition, have no significant possibility of

becoming onerous subsequently (if any); or
« A group of the remaining contracts in the portfolio (if any).

The Company has defined portfolios of insurance and reinsurance contracts issued based on
the existing IFRS financial reporting segments, due to the fact that the segments are subject
to similar risks and managed together. The Company has one product only which represents the
portfolio. The expected profitability of the portfolio at inception is determined based on the
existing actuarial valuation models which take into consideration existing and new business.

The Company assumes that no contracts in the portfolio are onerous at initial recognition
unless the Board has approved the sale of loss-making contracts through an official process.
For contracts that are not onerous, the Company assesses, at initial recognition, that there is no
significant possibility of becoming onerous subsequently by assessing the likelihood of changes
in applicable facts and circumstances. The Company considers facts and circumstances to
identify whether a group of contracts are onerous based on:

. Pricing information;

. Results of similar contracts it has recognised; and

- Environmental factors, e.qg., a change in market experience or requlations.

The Company divides portfolios of reinsurance contracts held applying the same principles set
out above except that the references to onerous contracts refer to contracts on which there
is a net gain on initial recognition. For some groups of reinsurance contracts held, a group can
comprise a single contract.

Recognition
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The Company applies the premium allocation approach (PAA) to all the insurance contracts that
it issues and reinsurance contracts that it holds, as the coverage period of each contract in the
group is one year or less, including insurance contract services arising from all premiums within the
contract boundary.

Premiums are raised based on the rates applicable to the projected wage returns submitted by
employers at the commencement of each underwriting year (declared wage returns) and are
adjusted when actual wages are reported by the employer at the conclusion of the underwriting
year (actual wage returns). Claims and directly related expenses are charged to profit or loss as
incurred based on the estimated liability for compensation owed to injured workers, surviving
spouses and minor children. These include all direct claims settlement costs that arise from events
that have occurred up to the end of the reporting period even if they have not yet been reported
to the Companu.

The ultimate cost of reported claims may vary as a result of future developments or better
information becoming available about the current circumstances. Therefore, case estimates are
reviewed regularly and updated when new information becomes available.

There is also considerable uncertainty concerning the eventual outcome of claims that have
occurred but had not yet been reported to the insurer by the reporting date. The provision for
such “incurred-but-not-reported” (IBNR) claims is determined using a stochastic approach that
combines the Chain-Ladder and Cape Cod methods. Run-off triangles are used to model the
development of claims from occurrence to payment to determine the ultimate claims that will be
paid or awarded as pensions. The ultimate claims cost is then discounted to present value using the
risk-free yield curve. Outstanding reported claims and paid claims are deducted from this present
value amount to determine the residual IBNR claims liability. These movements are disclosed within
the Insurance Service result line item in the Statement of Comprehensive Income.

The best estimate represents the expected value of the insurance liabilities, principally the mean in
arange of possible outcomes in the development of unreported claims and the future development
of notified claims.

The Company makes provision for future claims handling costs which areincludedin the outstanding
claims provisions.

Pension liabilities are determined as the sum of the present value of the expected future pension
payments and directly related future pension administration expenses. This determination is based
on assumptions as to future pension increases, mortality, morbidity and pension administration
costs, where assumptions are based on experience investigations and statistical tables. The
expected future pension payments are discounted using the JSE bond curve which includes an
illiquidity premium. A margin for adverse deviations is included in the assumptions. The pension
valuation charge as well as the unwinding of the discount rate is disclosed separately on the face
of the statement of comprehensive income and is excluded from the insurance service result.
Subsequent measurement
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The Company measures the carrying amount of the liability for remaining coverage at the end of
each reporting period as the liability for remaining coverage at the beginning of the period:
« Add: premiums received in the period;
. Less: insurance acquisition cash flows;
« Add: anyamounts relating to the amortisation of the insurance acquisition cash flows
recognised as an expense in the reporting period for the Company
« Add: anyadjustment to the financing component, where applicable;
« Less: theamountrecognised as insurance revenue for the services provided in the
period; and
« Less: anyinvestment component paid or transferred to the liability for incurred claims.

The Company estimates the liability for incurred claims as the fulfilment cash flows related to
incurred claims. The fulfilment cash flows incorporate, in an unbiased wauy, all reasonable and
supportable information available without undue cost or effort about the amount, timing and
uncertainty of those future cash flows. They reflect current estimates from the perspective of the
Company and include an explicit adjustment for non-financial risk (the risk adjustment).

Where, during the coverage period, facts and circumstances indicate that a group of insurance
contracts is onerous, the Company recognises a loss in profit or loss for the net outflow, resulting
in the carrying amount of the liability for the group being equal to the fulfilment cash flows. A loss
component is established by the Company for the liability for remaining coverage for such onerous
group depicting the losses recognised.

Claims recoveries
Claims recoveries from the Road Accident Fund are accounted for as the recoveries are received.
8. Reinsurance contracts held

The Company enters into reinsurance contracts with reinsurers under which the Company is
compensated for large individual or cumulative losses on insurance contracts issued by the
Company. These contracts transfer significant insurance risk to the reinsurer and, accordingly, are
classified as reinsurance contracts held.

The benefits to which the Company is entitled under its reinsurance contracts consist of current
receivables due from reinsurers (in respect of the reinsurers’ share of settled claims receivable by
the Company) and longer term expected receivables from reinsurers not yet due for payment to
the Company (in respect of the reinsurers’ expected share of unpaid and incurred but not reported
claims).

Premiums payable for reinsurance contracts are recognised when due and are measured at the
transaction price. Short-term payables are measured without discounting.

The aggregate amounts receivable and expected to be receivable from individual reinsurers are
assessed for recoverability on an annual basis. If there is objective evidence that the aggregate
amount recoverable is impaired, the Company reduces the carrying amount thereof to its
recoverable amount and recognises that impairment loss through profit or loss. The Company
gathers the objective evidence that a balance is impaired using the same process adopted for
financial assets held at amortised cost.

Reinsurance contracts under which the transfer of insurance risk to the Company from the
investment manager is not significant are classified as financial assets invested through asset
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|
managers.
9. Property and equipment

Property and equipment that qualify for recognition as an asset are initially measured at cost.

Following initial recognition:

» Equipment and motor vehicles are carried at cost less any accumulated depreciation and
any accumulated impairment losses.

« Owner-occupied is carried at a revalued amount, being its fair value at the date of the
revaluation less any subsequent accumulated depreciation and subsequent accumulated
impairment losses. Revaluations are conducted by an independent valuator at least every
three years. The valuation of the property is performed internally when an independent
formal valuation is not performed.

Right-of-use assets are also classified within the property and equipment financial statement
caption.

Depreciation is not provided in instances where the residual value is equal to or exceeds the
carrying value.

If an owner-occupied property carryingamountisincreased as aresult of arevaluation,theincrease
is recognised in other comprehensive income and accumulated in equity under the heading of
revaluation surplus. However, the increase shall be recognised in profit or loss to the extent that it
reverses a revaluation decrease of the same property previously recognised in profit or loss.

If an owner-occupied property carrying amount is decreased as a result of a revaluation, the
decrease shall be recognised in profit or loss. However, the decrease shall first be recognised in
other comprehensive income to the extent of any credit balance existing in the revaluation surplus
in respect of that property. The decrease recognised in other comprehensive income reduces the
amount accumulated in equity under the heading of revaluation surplus.

The impairment is calculated by comparing the recoverable amount (the higher of either (a) fair
value less costs of disposal, or (b) value in use) to the carrying amount. If the carrying amount
exceeds the recoverable amount of the asset, an impairment loss is recognized and is measured
as the difference.

Depreciation is calculated using the straight-line method to reduce the carrying amount of
depreciable assets to their residual values over their estimated useful lives. The estimated useful

lives of major categories of depreciable assets are as follows:

« Owner-occupied property 50 years

+ Right of use assets 5 years

«  Computer equipment 3 years

«  Furniture & fittings 5 -10 years
«  Motor vehicles 4 -5 years

The estimated useful lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective
basis.

Assets are derecognised upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the disposal or retirement

of an asset is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised through profit or loss.
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10. Computer software

Computer software that qualify for recognition as an asset is initially recognized at cost. Costs
incurred on major projects are capitalised until all the activities necessary to prepare assets for
their intended use are substantially complete. Following initial recognition, an intangible asset is
measured at cost less accumulated amortisation and impairment. An intangible asset with a finite
useful life is amortised on the straight-line basis over its expected useful life. Costs relating to
research are expensed while costs related to the development of the software are capitalised
in line with the requirements of IAS 38. Research costs are expensed up until the commercial
and technical feasibility of the software is determined, thereafter these costs are capitalised
as development. Any impairment is calculated by comparing the recoverable amount (the higher
of either (a) fair value less costs of disposal, or (b) value in use) to the carrying amount. If the
carrying amount exceeds the recoverable amount of the asset, an impairment loss is recognized
and is measured as the difference.

General computer softwareisamortised over 3-5years.The estimated useful lives and amortisation
methods are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis. When an intangible asset is disposed of, the
gain or loss on disposal is recognised in profit or loss.

1. Investment in subsidiary

Investments in subsidiaries are accounted for at cost less impairment. Cost is adjusted to reflect
changes in the net asset value of the underlying subsidiaries and are assessed annually at year
end. Cost also includes directly attributable costs of investment.

12. Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past event;itis probable that the Company will be required to settle the obligation; and
a reliable estimate can be made of the amount of the obligation.

13. Leases

Leases are recognised as per the requirements of IFRS 16, whereby a right of use asset and
corresponding liability is recognised. When measuring lease liabilities, the Company discounted
lease payments using either the annual escalation rate implicit within the lease, or an average
inflation rate, which are used as proxies for the incremental borrowing rate. The right-of-use asset
is depreciated over the period of the lease.

14. Accident prevention expenses and grants
Accident prevention expenses and grants are recognised once costs are incurred. These
payments reflect the Company’s continued commitment to contribute to improved health and
safety practices in the construction industry.

15. Short-term employee costs

Short-term employee costs are recognised as an expense when employees have rendered services
entitling them to the respective benefits.
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16. Retirement benefit expenses and other employee benefits

The retirement benefit fund, Sanlam Umbrella Provident Fund is a defined contribution fund administered by
Sanlam Employee Benefits Administration Services and is governed by the South African Pension Fund Act of
1956. The fund covers all qualifying employees.

Payments to the fund as well as other employee benefits are recognised as an expense when employees
have rendered service entitling them to the contributions.

17. Foreign currencies

Transactions in currencies other than Rands (foreign currencies) are recognised at the rates of exchange
prevailing at the dates of the transactions. At the end of each reporting period, monetary items denominated
in foreign currencies are translated at the closing spot rate at the reporting date. Exchange differences on
monetary items are recognised in profit or loss in the period in which they arise.

18. Cash and cash equivalents

Cash and cash equivalents include cash on hand and deposits held in current accounts. Cash and cash
equivalents are carried at amortised cost.

19. Cash flows relating to investment portfolios

Cash flows relating to investment portfolios are classified as operating activities on the statement of cash
flows, other than the acquisition of and proceeds from sales relating to strategic investments which are
classified as investing activities.

20. Insurance service result

Insurance service result consists of insurance revenue, insurance service expense (including directly
attributable expenses) and net expense from reinsurance contracts. Insurance service result does notinclude
investment income, insurance finance expense, and other operating expenses (including non-attributable
expenses).

For contracts measured under the PAA, the insurance revenue for each period is the amount of expected
premium receipts for providing the services in the period. This includes expected credit loss adjustments for
amounts that are expected not be received. The Company allocates the expected premium receipts to each
period based on the passage of time.

2. Future education costs

The present value of future cash flows for the Education Assistance Program relates to the future committed
costs of this program. Several assumptions are included within this provision, which relate to the increased
future costs of education, the number of students expected to be on the program, and the number of years
each student is expected to be on the program.

22. Other employee benefits

Sign-on bonuses are fully expensed when incurred. Medium-term incentives are fully expensed when incurred
and subsequently measured at amortised cost.



ANNEXURE 1: CREDIT QUALITY OF INSURANCE AND

FINANCIAL ASSETS
for the year ended 31 December 2024

The following tables provide an analysis of the credit quality of financial assets and insurance assets at

31 December 2024

A rated or
higher*

Rm

Financial assets invested through asset managers
Investments designated at fair value through profit or loss

Below A
rated*

Rm

Unrated
Rm

Local financial assets 6 519 45 1252 7 816
Listed equity securities - - 1212 1212
Listed debt securities: fixed interest rate 1271 45 40 1 356
Listed debt securities: inflation linked 2 526 - - 2 526
Money market funds 2722 - - 2722
Foreign financial assets - - 2130 2130
Listed equity securities - - 1952 1952
Pooled unlisted equity securities - - 178 178
Corporate debt securities with derivative overlay 57 97 (22) 131
Local assets 55 92 (22) 124
Foreign assets 2 5 0 7
Accrued investment income 35 0 1 36
Total investments designated at fair value through profit or loss 6 611 142 3 361 10 113
Cash held in bank accounts operated by asset managers - - 41 41
Total financial assets invested through asset managers 6 611 142 3401 10 154
Other financial assets at fair value through profit or loss

Enterprise development fund - - 20 20
Supplier development fund - - 75 75
Endowment policy 2 2
Money market funds 163 - - 163
Total other financial assets at fair value through profit or loss 163 - 97 260
Other assets

Reinsurance contract assets - 22 - 22
Other financial assets measured at amortised cost

Other receivables - - © ©
Cash and cash equivalents - - 51 51
Total other assets - 22 60 82
Total financial and insurance assets 6774 164 3558 10496

* Source: Standard & Poor or equivalent ratings
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31 December 2023:

A rated or
higher*

BRm

Below A
rated*

Bm

Unrated

Bm

Financial assets invested through asset managers
Investments designated at fair value through profit or loss

Local financial assets 3341 2 1468 481
Listed equity securities - - 1437 1437
Listed debt securities: fixed interest rate 900 2 31 933
Listed debt securities: inflation linked 1830 - - 1830
Money market funds 611 - - 611
Foreign financial assets - - 3063 3063
Listed equity securities - - 2879 2879
Pooled unlisted equity securities - - 184 184
Corporate debt securities with derivative overlay 766 124 59 831
Local assets 695 M0 (54) 751
Foreign assets 72 14 (5) 80
Accrued investment income 40 - - 40
Total investments designated at fair value through profit or loss 4147 125 4473 8745
Cash held in bank accounts operated by asset managers 117 - - 117
Total financial assets invested through asset managers 4264 125 4473 8 862
Other financial assets at fair value through profit or loss

Enterprise development fund - - 17 17
Supplier development fund - - 60 60
Money market funds 206 - - 206
Total other financial assets at fair value through profit or loss 206 - 77 283
Other assets

Reinsurance contract assets 41 - - 41
Other financial assets measured at amortised cost

Other receivables - - 8 8
Cash and cash equivalents 25 - - 25
Total other assets 66 - 8 74
Total financial and insurance assets 4536 125 4 558 9219

* Source: Standard & Poor or equivalent ratings



ANNEXURE 2: MATURITY ANALYSIS OF FINANCIAL AND

INSURANCE ASSETS AND LIABILITIES
for the year ended 31 December 2024

The contractual maturity profile of the Company’s financial and insurance assets and liabilities at 31 December
2024 is as follows:

No fixed
term

Rm

Financial assets invested through asset managers

Investments designated at fair value through profit or loss

Local financial assets 558 3408 2438 1412 7 816
Listed equity securities - - - 1212 1212
Listed debt securities: fixed interest rate 162 672 493 28 1356
Listed debt securities: inflation linked - 912 1614 - 2 526
Money market funds 395 1824 331 172 2722
Foreign financial assets - - 178 1952 2130
Listed equity securities - - - 1952 1952
Pooled unlisted equity securities - - 178 - 178
Corporate debt securities with derivative overlay 40 83 2 6 131
Local assets 38 81 2 4 124
Foreign assets 2 2 0 2 7
Accrued investment income 2 16 17 0 36
Total investments designated at fair value through profit or loss 600 3507 2 635 3 371 10 113
Cash held in bank accounts operated by asset managers 41 - - - 41
Total financial assets invested through asset managers 640 3507 2 635 3 371 10 153

Other financial assets at fair value through profit or loss

Enterprise development fund - - 20 - 20
Supplier development fund - - 75 - 75
Endowment policy - - 2 - 2
Money market funds 19 128 14 1 163
Total other financial assets at fair value through profit or loss 19 128 1M 1 260
Investment in subsidiary 2 - - - 2
Propertuy, plant and equipment 79 - - - 79
Computer software 55 - - - 55
Reinsurance contract assets 22 - - - 22

Other financial assets measured at amortised cost

Other receivables 9 - = = 9
Cash and cash equivalents 51 - - - 51
Other financial and insurance assets 218 - - - 218
Total financial and insurance assets 878 3636 2746 3372 10 632
Insurance contract liabilities 472) (531 (248M (297) (3761
Dissolution liability - - - (6123) (6123)

Financial liabilities measured at amortised cost

Trade and other payables (636) - - - (636)
Education Assistance Programme m2) - - - m2)
Total financial and insurance liabilities (1220) (531 (2461 (6420) (10632)
Net financial and insurance assets/(liabilities) (342) 3105 285 (3048) -

* Source: Standard & Poor or equivalent ratings



ANNEXURE 2: MATURITY ANALYSIS OF FINANCIAL AND

INSURANCE ASSETS AND LIABILITIES
for the year ended 31 December 2024

31 December 2023:

No fixed
>5 years term

Rm BRm

Financial assets invested through asset managers

Investments designated at fair value through profit or loss

Local financial assets 303 957 214 1437 481
Listed equity securities - - - 1437 1437
Listed debt securities: fixed interest rate 219 283 431 - 933
Listed debt securities: inflation linked - 219 16M - 1830
Money market funds 84 455 72 - 6M
Foreign financial assets - - 184 2879 3063
Listed equity securities - - - 2879 2879
Pooled unlisted equity securities - - 184 - 184
Corporate debt securities with derivative overlay 12 300 487 (68) 831
Local assets 102 272 440 (63) 751
Foreign assets 10 28 47 ) 80
Accrued investment income 40 - - - 40
Total investments designated at fair value through profit or loss 455 1257 2785 4248 8745
Cash held in bank accounts operated by asset managers 117 - - - 117
Total financial assets invested through asset managers 572 1257 2785 4248 8862

Other financial assets at fair value through profit or loss

Enterprise development fund - - 17 - 17
Supplier development fund - - 60 - 60
Money market funds 96 95 15 - 206
Total other financial assets at fair value through profit or loss 96 95 92 - 283
Investment in subsidiary 42 - - - a2
Property, plant and equipment 53 - - - 53
Computer software 54 - - - 54
Reinsurance contract assets a1 - - - a1

Other financial assets measured at amortised cost

Other receivables 8 - - - 8
Cash and cash equivalents 25 - - - 25
Other financial and insurance assets 183 - - - 183
Total financial and insurance assets 891 1352 2877 4248 9 368

Financial liabilities measured at amortised cost

Trade and other payables (133) - - - (133)
Education Assistance Programme (o - - - (on
Insurance contract liabilities (544) (469) (2213) (243) (3469)
Dissolution liability - - - (b665) (5665)
Total financial and insurance liabilities (778) (469) (22139) (5908) (9368)
Net financial and insurance assets/(liabilities) 13 883 664 (1660) °

* Source: Standard & Poor or equivalent ratings

83



ANNEXURE 3: APPLICATION OF FAIR VALUE HIERARCHY TO

FINANCIAL ASSETS AND LIABILITIES
for the year ended 31 December 2024

Application of the fair value hierarchy to the Company’s financial assets and liabilities at 31 December 2024

is as follows:

Level 1

BRm

Financial assets invested through asset managers

Investments designated at fair value through profit or loss

Level 2

Rm

Level 3

Rm

Local financial assets 5093 2722 - 7 816
Listed equity securities 1212 - - 1212
Listed debt securities: fixed interest rate 1356 - - 1 356
Listed debt securities: inflation linked 2 526 - - 2 526
Money market funds - 2722 - 2722
Foreign financial assets 1952 178 - 2130
Listed equity securities 1952 - - 1962
Derivative foreign exchange contract - - - -
Pooled unlisted equity securities - 178 - 178
Corporate debt securities with derivative overlay - 131 - 131
Local assets - 124 - 124
Foreign assets - 7 - 7
Accrued investment income 36 - - 36
Total investments designated at fair value through profit or loss 7 082 3031 - 10 113
Cash held in bank accounts operated by asset managers - 41 - 41
Total financial assets invested through asset managers 7 082 3072 - 10 154
Other financial assets at fair value through profit or loss
Enterprise development fund - - 20 20
Supplier development fund - - 75 75
Endowment - 2 - 2
Money market funds - 163 - 163
Total other financial assets at fair value through profit or loss - 165 95 260

* Source: Standard & Poor or equivalent ratings




ANNEXURE 3: APPLICATION OF FAIR VALUE HIERARCHY TO
FINANCIAL ASSETS AND LIABILITIES
for the year ended 31 December 2024

31 December 2023

Level 1 Level 2 Level 3

Bm Rm Bm

Financial assets invested through asset managers

Investments designated at fair value through profit or loss

Local financial assets 4 200 611 - 4.8M
Listed equity securities 1437 - - 1437
Listed debt securities: fixed interest rate 933 - - 933
Listed debt securities: inflation linked 1830 - - 1830

Derivative contracts - - - -

Money market funds - 611 - 6M
Foreign financial assets 2879 184 - 3063
Listed equity securities 2879 - - 2879

Derivative foreign exchange contract - - - -

USD cash - - - -
Pooled unlisted equity securities - 184 - 184
Corporate debt securities with derivative overlay - 831 - 831
Local assets - 75 - 75
Foreign assets - 80 - 80
Accrued investment income 40 - - 40
Total investments designated at fair value through profit or loss 719 1626 - 8745
Cash held in bank accounts operated by asset managers - M7 - M7
Total financial assets invested through asset managers 719 1743 - 8862

Other financial assets at fair value through profit or loss

Enterprise development fund - - 17 17
Supplier development fund - - 60 60
Money market funds - 206 - 206
Total other financial assets at fair value through profit or loss - 206 77 283

The purpose of Annexure 3 is to present the values of assets and liabilities at fair value into their respective
fair value levels as well as to present the values of assets and liabilities that are not measured at fair value
(i.e. those balances measured at amortised cost). In respect of Other financial assets measured at amortised
cost and financial liabilities measured at amortised, the fair value of these assets and liabilities approximates
amortised cost.

Cash and cash equivalents relate to funds held for operational purposes and as such are disclosed as Level
instruments.

Cash held in bank accounts operated by asset managers are classified as Level 2 instruments as their value
is derived as a residual amount from the net asset value of the underlying investment fund which include &
observable and unobservable inputs.



Cash and cash equivalents on hand are classified as Level 3 as they are derived from unobservable inputs.
However, the carrying value approximates fair value.

At 31 December 2024, investments classified as Level 2 comprise approximately 29% (2023: 19%) of the financial
assets measured at fair value through profit or loss. The observable inputs used to determine the fair value of
the investments classified as Level 2 is based on the funds pricing as published which is related to the value
of assets included in the fund.

Foreign equity pooled funds’ are the foreign investments made in the foreign fund of funds. The fund of funds
fair value is based on the unit prices published by the unit trust fund managers.

Linked policies with NinetyOne. are valued one of two ways depending on the instrument invested in. For Linked
policies where there is no quoted market price available like the life policy invested in for FEM, it is valued at
cost as the market price and will reflect the change in daily accrual for interest. A change in the valuation can
be conducted however, it cannot exceed the initial purchase price. A change to the valuation can only be done
once approval from the IAM Valuation Committee has been obtained.

The investments classified as Level 3 comprise of less than 1% (2023: 1%) of other financial assets measured at
fair value through profit or loss. The Level 3 investments represent the Enterprise development fund and the
Supplier development fund managed by Inyosi.Inyosi performs an annual valuation at end June each yearin each
of the underlying assets (which are loans to qualifying black owned businesses) and assess the recoverability
of the assets and raises provisions accordingly. The inputs in the portfolio overview are calculated based on
three different characteristics: Exposure, Qualitative, and Repayment Ratings. Each characteristic is graded on
a scale of 1 (best) to 3 (worst), with the final rating being a product of the overall scores and the weighting.

Inyosi also undertake fortnightly portfolio reviews of the loan portfolio, and quarterly portfolio assessments
are discussed with the Inyosi Investment Committee. As at 31 December 2024, and currently, there are no
indications that the portfolio should be impaired.

The following table shows a reconciliation from the opening balances to the closing balances for the Level 3
fair values:

2024 2023

Rm Rm

Opening balance 77 77
Purchases 18 0
Closing balance 95 77

The inter-relationship between key unobservable inputs and Level 3 fair value measurement are as follows:

Key unobservable input Fair value measurment impact

Future cash flows Higher cash flows = Higher fair value

Discount rate Lower discount rate = Higher fair value

Adjustment to comparable company multiples | Higher multiple = Higher fair value
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MAKING A MEANINGFUL DIFFERENCE

THE FEDERATED EMPLOYERS MUTUAL
ASSURANCE COMPANY (RF) PROPRIETARY LIMITED
(Registration No. 1936/008971/07)

2nd floor, Building 2, Oxford & Glenhove, 114 Oxford Road, Houghton Estate 2196

: +27 11 359 4300 : enquiries@fem.co.za : fem.co.za

The Box, 12th Floor, 9 Lower Burg Street, Cape Town, 8000.

: +27 21 443 2200

Suite 103,1st floor Beacon Rock, 21 Lighthouse Road, Umhlanga, 4319.

: +27 31 277 0660



