


Message from the chairman

his set of financial statements covers the results
of the company for the 12 months ended
31 December 2005 — with comparative figures
being for the 18 months ended 31 December
2004.

The exceptional underwriting climate during

the past year has resulted in significantly lower
numbers of business defaults and failures than in
previous years, both in South Africa and globally.
Claims have, as a consequence, been below
expectations, giving rise fo the favourable results
being reported.

After-tax profit for the year amounted to
R254,2 million compared to R222,9 million for
the 18 months ended December 2004.

The underwriting surplus was R167,6 million
compared to R136,5 million for the period ended
December 2004. Investment income totalled
R25,7 million (R32,3 million for the 2004 period)
and net investment gains and other income
totalled R162,9 million (R140,4 million).

The company’s statutory solvency margin remains
very strong at 161,8% in December 2005
(150,7% in December 2004).

An ordinary dividend of 339 cents per share
was paid, distributing R8,9 million to sharehold-
ers. In addition, two special dividends of 4 000
and 5 500 cents per share were paid in May
and November 2005, distributing a further
R251,7 million to shareholders.

Other events

During February 2005, the company purchased
the 80 000 shares held by Hannover Rick-versi-
cherungs Aktiengesellschaft in Credit Guarantee
for a consideration of R10,88 million. These
shares were subsequently cancelled, thus
reducing the company’s paid-up capital to
R2,649 million. A special shareholders’ resolu-
tion was passed authorising the directors to
re-issue these shares in terms of Section 221 of
the Companies Act to facilitate a black economic
empowerment transaction should the occasion
present itself to do so.
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In November 2005 the company sold its 25%
shareholding in Mapfre America Caucion y
Credito SA, Madrid, for a consideration of
R43,1 million. This represents a surplus of
R3,2 million over the purchase price of these
shares.

During the year the international rating agency,
Global Credit Rating (GCR), upgraded Credit
Guarantee’s claims paying ability rating of AA
(double A) to AA+ (double A Plus). The rating
signifies “a very high claims paying ability with
strong protection factors”.

Directors

In terms of the Articles of Association, one third
of the non-executive directors retire by rotation
each year, but can be eligible for re-election.

On 4 May 2005, Messrs M Akoob,

M J Reyneke and P Bezuidenhout retired from
the board, and Messrs Akoob and Reyneke were
re-elected. Mr B Campbell was appointed to

the board in the place of Mr Bezuidenhout who
declared himself unavailable for re-election.

In December 2005, Mr J J Ngulube resigned
from the board to accept an overseas post with
his employer. This position will be filled in the
new year.

| would like to thank Mr Ngulube and Mr
Bezuidenhout for their valuable input during
their tenure as directors of the company, and to
welcome Mr Campbell to the board.

Prospects

Credit insurance has always been a cyclical
business. For this reason, while the current favour-
able underwriting conditions are likely to prevail
in the short term, a number of factors such as
spiralling oil prices, the ongoing volatility of the
South African rand and record levels of personal
debt in the economy could have negative con-
sequences for domestic claims in 2006. Export
claims will continue to be affected by the sluggish
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conditions being experienced in Europe, the USA
and Japan.

For these reasons, we are not expecting to repeat
the outstanding results of the past year.
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