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CASE STUDY

~—

- ADDRESSING SOUTH AFRICA’S BURDEN OF INFECTIOUS DISEASES

Two Academic Fellowship Awards went to registrars in Clinical Virology at Dr George Mukhari
Academic Hospital in Pretoria this year. Dr Ramokhone Maphoto and Dr Khuliswe Kuswayo
will both complete MMed degrees through the University of Limpopo (Medunsa campus),
focusing on HIV transmission from mother to child, which in South Africa is around 30%
without prevention of mother to child transmission (PMTCT) interventions.

Dr Maphoto is examining HIV-1 drug resistance in infants with maternal exposure to PMTCT
interventions, while Dr Kuswayo is looking at the development of nevirapine resistance in
HIV-positive pregnant women, and the impact of this on treatment options.

Both studies are being conducted under the supervision of Dr Zinhle Makatini, a consultant
clinical virologist. Dr Makatini was a recipient of an Academic Fellowship Award in 2009,
which she used to complete an MMed in Virology through the University of the Witwatersrand
and the University of Limpopo.
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Strengthen the healthcare system and expand access to care

(continued)

Supporting primary healthcare delivery in areas
of critical need

Through the Discovery Fund, an independent trust, we give ongoing
support to 41 community healthcare projects around South Africa.
These projects often work in remote and rural areas and provide
the most critical healthcare services. The strategy adopted by the
Fund ensures investment aligned to four of the eight Millennium
Development Goals — ending poverty and hunger, maternal health,
child health, and combating HIV and AIDS. Our projects also focus
on several elements of primary healthcare as defined by the World
Health Organization, including education on prevailing health problems,
promotion of food supply and proper nutrition, provision of essential
drugs, and immunisation against major infectious diseases.

A five-year review of the Fund’s activities was conducted in 2012

by its trustees and Tshikululu Social Investments, which oversees

the administration of the Fund. It is estimated that in one year, Fund
investment may reach over a million beneficiaries through the work of

public benefit organisations, clinics and hospitals around the country.

The Fund runs an annual training programme for the community
organisations it supports. The focus of this year’s workshop was

on maternal and child health —in line with the priorities identified

by the Department of Health, and the Millennium Development
Goals of reducing child mortality and improving maternal health.

The workshop, attended by 38 delegates, was aimed at transferring
knowledge and skills to the organisations, to assist them in managing
their limited resources in a way that maximises their ability to achieve
better patient outcomes in the communities they serve.

To date, the Discovery Fund has awarded
over R65 million in 258 grants to over
100 public benefit organisations, universities

and health facilities. The past financial year,
the Fund approved an amount of R15 608 718
for the projects it supports.

Increasing the focus of the Discovery Fund
on nutrition

One of the elements of primary healthcare as defined by the World
Health Organization is the promotion of food supply and proper
nutrition. Towards the end of last year, and in alignment with the
Millennium Development Goal of eradicating extreme hunger

and poverty, the Discovery Fund decided to partner with four

of the organisations it supports to roll out a nutrition programme.
The aim is to improve the nutritional status of women and children
in South Africa. The programme’s objectives are:

e Key nutritional interventions to promote the nutritional wellbeing
of women, including HIV-positive pregnant women and
breastfeeding women, and children

e Improving the quality of nutrition services for women, including
HIV-positive pregnant women and breastfeeding women, and
children, including the promotion of breastfeeding.

The four organisations the Fund has partnered with are the African
Medical Mission, the Philani Child Health and Nutrition Trust,

the Siyakhana Initiative for Ecological Health and Food Security,
and the Foundation for Alcohol-related Research (FARR).

The geographical spread of funding approved
for the 2012 financial year

5%

3% 12% 3%

6% 24%

14%

o National: 25%
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Strengthen the healthcare system and expand access to care

(continued)

Implementing the Discovery UNICEF Immunise
SA programme

The Discovery UNICEF Immunise SA programme, launched in 2011,

is a three-year partnership between Discovery and UNICEF

The flagship project of the Discovery Fund, Immunise SA aims to
support the Department of Health in its drive to improve child and
maternal health by improving immunisation coverage in districts where
the rate of immunisation has been low. The programme is focusing on
national needs and is also supporting districts in the Eastern Cape and
KwaZulu-Natal. The aim is to intensify the Department of Health’s
existing vaccination programme, and we are contributing R5 million

a year to the project. In so doing, we are assisting government to
reach the fourth Millennium Development Goal target of reducing
the number of child deaths by two thirds by 2015.

Discovery is working closely with UNICEF and various national,
provincial and district health departments to implement the
programme. The areas the programme is addressing include helping
to improve the quality of service in districts that are not performing
well, and building capacity in the healthcare system through training
nurses and healthcare workers to ensure they can implement the
immunisation programmes effectively and efficiently.

To date, a national review of immunisation has been conducted

in all nine provinces. Assistance was provided to the Department

of Health to develop a comprehensive, multi-year action plan.

A total of 88 officials from the Eastern Cape and KwaZulu-Natal has
been trained on strategy and how to improve immunisation systems.
A four-month drive was conducted earlier this year to improve the
coverage of pneumococcal vaccine among 18- to 36-month-old infants
in the two provinces. To help raise awareness in communities about
the benefits of immunisation, a large-scale communication campaign
is currently underway. The Discovery Fund has so far contributed

R9 million to the programme.
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» Challenge

To implement the awareness campaign of the
Discovery UNICEF Immunise SA programme,

we needed buy-in and then sign-off on all
communications — this required a lot of time
and negotiation, and the process has thus taken
longer than envisaged

Our priorities for 2013

e Continuing to use innovative product
solutions to service the needs of the
lower-income market, and forming key
strategic partnerships in the area of
healthcare to broaden access to care

e Continuing to leverage our scale, resources
and partnerships to provide access to quality
healthcare on a sustainable basis, and
impact the industry in a positive way

e Providing benefit and contribution stability
across the Discovery Health product range

e Bringing down the cost of healthcare for
Discovery Health members

¢ Introducing a new award category to the
Discovery Foundation Awards: for academic
physicians at South African medical schools to
undertake a period of study at Massachusetts
General Hospital (MGH) in Boston, USA

e Implementing the Discovery UNICEF
Immunise SA programme as outlined by
UNICEF, extending the reach of the programme,
and continuing the communication process

e Expanding the criteria applied by the
Discovery Fund to include Discovery Insure’s
prevention of road accidents programme,
and developing and implementing a
programme approved by the Fund
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Improve the financial security of our clients and protect them
through innovative products and services

The financial security of our clients is important to ensure the continued growth of our society and economy. During times of economic
uncertainty, this becomes even more critical. Our priority is to offer our clients peace of mind in terms of their financial security and
wellbeing, through a broad range of innovative products and services which enhances their savings, protects them from risk and ensures
they have sufficient financial cover at every stage of their lives. We use the power of integration to deliver unique value to our clients.

» Highlights
OUR PRIORITIES FOR 2012

e Discovery Life launched CoverBooster and
e Continuing to use innovation to ensure BenefitBooster to assist clients in obtaining
our clients are adequately insured and adequate cover

to encourage increased levels of savings .
& & ¢ Invest launched new products, a new benefit

e Continuing to focus on managing financial and a new service to encourage our clients to
risk for Discovery Life increase their savings

e Expanding access to financial products
by developing products targeted at the

lower-income market Innovating to ensure our clients are
e Enhancing Discovery Life’s Group Risk adequately insured
offering for corporate employees An ongoing priority for Discovery Life is to focus our product

development on addressing the growing trend of underinsurance among
South African consumers. The harsh reality is that many South Africans
underestimate the value of being insured and are not saving enough

for the future, including for retirement. The Association for Savings

and Investment South Africa (ASISA) conducted an Insurance Gap study
in 2010 which revealed that almost 12.5 million income-earning South

Africans between the ages of 16 and 65 are underinsured for life cover
by over R18 trillion. The “insurance gap” is the difference between
the amount of cover someone needs and the cover they actually have.
The ASISA study found that for death insurance, South Africans are
underinsured by a gap of R7.3 trillion, and for disability insurance,

by R11.1 trillion.

Discovery Life’s strategy is to leverage the integration capabilities

in our business to help clients bridge the gap in their insurance and
receive the cover they need. During 2008 and 2009 we introduced
new products to the market that achieve exactly this. Building on the
success of the Cover Integrator and Financial Integrator, we launched
new products earlier in 2012 aimed at closing the underinsurance gap,
giving clients the opportunity to access additional life assurance cover
efficiently and sustainably. Our products and services are in line with
our unique integrated operating model, which maximises our clients’
cover and gives them value for money. The new Discovery Life products
are the Life CoverBooster, Drive CoverBooster and the BenefitBooster.
The Life CoverBooster gives our clients 32% extra free life cover for
three years, and the Drive CoverBooster gives clients who already have
both Vitalitydrive and the Life CoverBooster, 50% free additional life
cover for five years. The BenefitBooster provides clients who have an
accelerated Capital Disability Benefit amount that is at least 70% of
their LIFE FUND, with an additional 40% free life cover for the duration
of the full benefit term. These products provide incentives to our
clients to ensure that they are adequately covered.
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Improve the financial security of our clients and protect them through innovative products
and services (continued)

Innovating to encourage increased
levels of savings

An increasing number of studies have indicated that South Africans
are not saving nearly enough for the future. Many people withdraw
their retirement annuity early in order to meet financial obligations.
It has been estimated that only 6% of South Africans will be able to
retire comfortably. To help our clients plan better for their retirement
and help them save, Discovery Invest has innovated new offerings
which gives them certainty, efficiency and value. We applied the
features of our Classic Investment Plan to our retirement annuity
and preservation packages and created new products, a new benefit
and a new service. The new products are the Classic Retirement Plan
and Classic Preserver Plans, and the Discovery Invest Classic Offshore
Endowment Plan. A new benefit is the Dividends Tax Funder, and
the new service, available to all clients and potential investors, is the
FUNDamentals series. All these products, benefits and services aim
to maximise our clients’ fund performance and investment time
horizon, and minimise the effect of tax on their investments.

The Classic Retirement Plan and Classic Preserver Plans boost

our clients’ investments, guarantee 100% of the highest unit price
reached during their investment upon their retirement, death

or in the event of becoming disabled, refund a portion of payable
tax up to certain limits upon retirement, and offer a measure of
protection should the fund underperform. Dividends tax was
introduced earlier this year to align South Africa with international
tax practice, and we introduced the Dividends Tax Funder as one
of the Classic Flexible Investment Plan benefits. This funder is the
only investment of its kind that effectively refunds clients” incurred
dividends tax at the end of each five-year period.

Until recently, South African residents who wanted to invest funds
offshore had to apply for tax clearance beforehand. From 2012,
South Africans can invest up to R1 million offshore each year
without applying for tax clearance. The Discovery Invest Classic
Offshore Endowment Plan enables our clients to access a wide range
of offshore funds. The Plan ensures improved performance, efficiency
and protection of investments, even during uncertain periods.

To enhance consumer understanding of the stock market and
investing, Discovery Invest has created the FUNDamentals series.
Available online, the series aims to explain investment principles

to clients and would-be investors, and strives to encourage a culture
of saving among South Africans.

To further encourage a culture of savings, Discovery Invest offers
additional value to investors through integration with Discovery Life
and Vitality. The Investment Integrator and Annuity Integrator give
investors the opportunity to reduce fees and increase benefits
by capitalising on the tax and health assets of Discovery Life and
Vitality. To date, over R79 million in benefits have been paid
through the As and When Investment Integrator that refunds

up to 100% of all fees on the Endowment Plan.
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Improve the financial security of our clients and protect them through innovative products
and services (continued)

i DISCOVERY LIFE’S UNIQUE INTEGRATED OPERATING MODEL

Discovery Life’s unique operating model leverages Vitality to deliver upfront integrator premium discount. We use
dynamic underwriting to accurately price our clients’ risk. Integration and engagement with Vitality has resulted
in low lapse levels and better claims experience.

CASE STUDY

The model consists of the following elements:

e Upfront integrator premium discount: By integrating a Life policy with Discovery Health, Vitality and
DiscoveryCard, policyholders can receive initial discounts of up to 32%. These discounts are made possible
by our dynamic underwriting model.

¢ Vitality empowers people to manage their health better: Vitality provides incentives and tools for people
to improve their health. Over the years, engagement in Vitality has increased markedly. In 2002 Discovery
Life had 32 000 Vitality members, of whom 75% were engaged and less than 1% were highly engaged.
Today, 257 000 Vitality members have a LIFE PLAN, with 93% engaged and 25% highly engaged.

e Dynamic underwriting based on health status: Having access to information on policyholders’ health
and wellness over time enables us to assess mortality and morbidity risk more accurately. This dynamic
pricing is done through annual adjustments achieved through integrators.

¢ Helping people build a financial asset in their life assurance policy: Policyholders who manage their health
and wellness through engagement in Vitality, help to reduce the long-term risk and liabilities for Discovery Life.
This allows us to build surplus assets which can be passed on to healthy policyholders in the form of the
Discovery Life PayBack benefit. To date, we have paid over R270 million in PayBacks with a further R550 million
vesting over the next two years.

e Premium certainty: We provide premium certainty and affordability through several mechanisms, including the
Maximum Protected Premium which ensures policyholders will never pay a premium above a specified level.

¢ Positive outcomes over the long term: Integration and engagement in Vitality have resulted in powerful
outcomes in terms of persistency improvements and claims experience.
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Improve the financial security of our clients and protect them through innovative products

and services (continued)

CASE STUDY

i IMPACT AND REACH OF DISCOVERY LIFE

There are now more than 670 000 lives assured on Discovery

Life, and we have to date paid more than R6.5 billion in claims.

In 2011:

Our benefit claims amounted to more than R1.4 billion.

Discovery Life paid out R119 million through the Integrator
PayBack benefit. R270 million has been paid out to date.
This is projected to grow to over R800 million by 2014

and R1.4 billion by 2016.

Discovery Life paid out R28 million in health dividends
and has accumulated R1.9 billion in health funds since

Discovery

Mortality data for Discovery Life
policyholders with and without Vitality
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CASE STUDY
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Discovery Invest’s performance has been exceptional. Since 2007, our assets under management have grown from
R10 billion in the first 34 months to R25 billion currently. This growth over a short period of time is testament
to the market receptivity and support for Discovery Invest’s innovation and performance. Today, Discovery Invest
is the largest writer of endowment policies in South Africa with a 27% market share.
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Improve the financial security of our clients and protect them through innovative products
and services (continued)

Managing financial risk for Discovery Life
Discovery Life continues to focus on reducing financial risk for our Our priorities for 2013

clients. Capital is well managed and our counter-party risk with
external banks is being reduced significantly.

Our conservation strategies are paying off and our lapse rate is now e Continuing to use innovation to ensure
below the long-term assumptions. Discovery Life’s integrated operating our clients are adequately insured and

model, including engagement in Vitality, has markedly reduced lapse . q
e ) to encourage increased levels of savings
rates — members who are more engaged in Vitality and manage their

health are less likely to lapse their policy. « Continuing to manage financial risk

Our mortality and morbidity experience was also excellent. Again, for Discovery Life

integration and engagement with Vitality have been a key strategic

asset for Discovery Life. Over the past 10 years, we have built e Building a good value proposition for
significant data and information on health, wellness, mortality and the lower-income market during 2013

morbidity, and are therefore in a unique position to track the effect
Vitality has on the health of the risk pool. Our morbidity data shows

that the more engaged clients are on the programme, the less likely
they are to claim. Members who are highly engaged, as reflected by
Silver, Gold and Diamond Vitality status, have 50% less claims than
non-Vitality members. The power of Vitality to impact morbidity
and mortality not only allows us to price risk more accurately upfront,
but it also enables us to develop unique, innovative products that
give consumers more protection during difficult times.

Developing products targeted at the lower
income market

We are continuing our focus on expanding access to financial products
by developing products targeted at the lower income market. We have

made good progress in this regard, and are in the process of building
a good value proposition for this market for 2013.

Enhancing Discovery Life’s Group Risk offering
for corporate employees

Discovery Life’s Group Risk offering is modelled on the Discovery Life
product and offers a suite of employee benefits for employers. We are
working on expanding our current product to give employers a more

comprehensive employee benefits offering. This should be released
towards the end of 2013.

» Challenge

We are committed to developing life assurance
and investment products that are affordable,
yet sustainable and add value for our clients
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Use the science of behavioural economics to drive positive

behaviour change

Discovery is acknowledged as a global thought leader in the use of behavioural economics and incentive-based wellness. We leverage this experience

in creating value and addressing critical societal problems. Our products act as a catalyst for positive change in our internal, external, private and

public partnerships.

OUR PRIORITIES FOR 2012

e Leveraging Vitality as a global thought leader
in wellness and having a positive impact
on society in the area of wellness

¢ Encouraging positive behavioural change
in the area of health and wellness for our
clients through different platforms

¢ Refining key Vitality benefits to drive higher
engagement levels

¢ Building on the success of the HealthyFood
benefit to improve the nutrition and
wellbeing of our members

Leveraging Vitality as a global thought leader
in wellness

Vitality is Discovery’s science-based wellness programme that draws
on the emerging discipline of behavioural economics to change
people’s health behaviour and health outcomes. It is now the largest
programme of its kind in the world, with close on four million
members on three continents.

Almost 15 years after the launch of Vitality in South Africa, our
development of groundbreaking techniques to encourage healthy
lifestyle modification and ongoing research support has propelled
Vitality to the forefront of innovative global healthcare. Discovery

is now acknowledged as a global thought leader in the use of
behavioural economics and incentive-based wellness. Vitality has
attracted international recognition and has been the subject of much
press coverage.

During the year under review, we continued our drive to export the
Vitality programme to international markets. In the UK, Vitality serves
to integrate the PruHealth and PruProtect plans, and take-up during
the year exceeded 55% across all markets and channels. In the USA,
HumanaVitality, our joint venture with Humana Inc, has surpassed
the 1.5 million member mark. The Vitality Group is building solid
relationships with large employee benefits consultants, and this
powerfully positions The Vitality Group to acquire strong new business
in the coming financial year. The Vitality Group recently announced

a partnership with ADP, one of the world’s largest providers of payroll
and employee benefits administration solutions. The partnership will
see the launch of ADP-Vitality, a payroll-integrated wellness solution
tailored to mid-sized employers. In China, we launched Vitality in

» Highlights

¢ Increased HealthyFood and HealthyLiving
engagement

e More than 19 000 employees took part
in the second Discovery Healthy Company
Index survey

May 2012 through Ping An Health, our joint venture with the
Ping An Health Insurance Co of China Ltd. Vitality is currently

in the process of being rolled out, and is expected to play a
transformational role in encouraging individuals to buy protection
insurance in China.

The impact of Vitality on the cost of healthcare has been proven
by research studies. The first Vitality Journal was published in 2008
and highlighted the efficacy of Vitality on members’ health and
healthcare costs. During the year, we published the second Vitality
Journal where we report on new research studies. We also
announced the results of the second Discovery Healthy Company
Index, which again provided Vitality with additional evidence to
validate Vitality Age as a predictor of morbidity risk. More than

19 000 employees from 110 companies participated in the survey.

Research currently in the pipeline includes a year-long prospective
study looking at the effectiveness of various incentives and better
communication on fitness engagement among new Vitality
members. This research is being done in collaboration with

two leading international researchers on behavioural economics
and health. Another research partnership that is likely to bring
substantial rewards is with renowned behavioural economist
Professor Dan Ariely from the Center for Advanced Hindsight

at Duke University.

Furthermore, the National Institute of Health in the USA has
awarded two grants — one to study the impact of the HealthyFood
benefit and the other to study Vitality preventive screening —

to award-winning health economist Dr Roland Sturm from the RAND
Corporation, a leading healthcare research institute in the USA.
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Use the science of behavioural economics to drive positive behaviour change

(continued)

ﬁ THE 2012 DISCOVERY HEALTHY COMPANY INDEX

The Discovery Healthy Company Index is the largest workplace wellness survey in South Africa. Now in its second
year, it aims to assess and understand the health status of South African employees.

The 2012 survey results show that South African companies are on the right track for promoting good health.
However, there are health concerns that employees are grappling with, high blood pressure and high cholesterol
being the most prevalent. The results also show that 92% of employees have a Vitality Age higher than their
actual age (on average, 6.4 years).

CASE STUDY

The Discovery Healthy Company Index is starting to provide an excellent data set to benchmark and track key
health issues over time, while evaluating which initiatives are having a positive impact on employees’ health
and companies’ productivity.

Some 2012 survey findings:

* 39% of employees smoke (38% in 2011)

* 68% of employees do not meet recommended physical activity guidelines

e 43% of employees are at an unhealthy weight

e 76% of companies indicated they had onsite wellness programmes (50% in 2011).

Professional services firm Hatch emerged as the healthiest large company in the country. Vital Health Foods won
the award for the healthiest medium-sized company and BSG (Africa) was named the healthiest small company.
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Use the science of behavioural economics to drive positive behaviour change

(continued)

Encouraging healthy behaviour through different
platforms
Discovery Vitality has over the years launched various wellness

initiatives across different platforms, applying the principles of
behavioural economics to health promotion and preventive health.

One such initiative is the HealthyFood benefit, implemented in
February 2009. The benefit is a pioneering first for South Africa in
encouraging and rewarding healthy nutrition. It offers Vitality members
up to 25% cash back on their purchases of over 10 000 products

at Pick n Pay, making healthy eating more accessible to members.

The HealthyFood benefit has been tremendously successful since
it was launched:
e 320 000 people have activated the HealthyFood benefit

e Over 16 million trolleys of groceries bought at Pick n Pay by
HealthyFood members

e R6.7 billion was spent at Pick n Pay by HealthyFood members

e R1.33 billion of this was on HealthyFood

e R210 million in HealthyFood cash backs have been paid out

e 20% increase in the number of healthy baskets purchased

e In 2011, the average member’s basket contained 29% HealthyFood.
The HealthyFood benefit has driven a greater tendency to purchase
healthier foods — the proportion of HealthyFood in the average basket or
trolley has increased steadily since the launch of the benefit. Higher levels

of HealthyFood purchases have been strongly correlated with decreased
probability of being diagnosed with chronic, lifestyle-related diseases.

Good nutrition is effective in managing the risk of developing a lifestyle-
related disease. The probability of being diagnosed with a lifestyle-related
disease decreases strongly with higher levels of HealthyFood purchases:

Less than 15% 15% - 30% Greater than 30%
HealthyFood HealthyFood HealthyFood

Percentage of HealthyFood in trolley

Regular physical activity is a key driver of health outcomes with a significant
decrease in the probability of hospital admissions being observed for members
with higher gym visit rates:
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Number of gym visits a week

At the start of 2012, we used the HealthyFood model to reward
our members’ healthy living and encourage positive behaviour in an
additional two areas — learning about their health and understanding
their risk for chronic diseases of lifestyle, and learning about their
fitness levels and how to improve them. The Vitality HealthyLiving
benefit now offers Vitality members up to 25% cash back on:

e HealthyCare products at Clicks (if members complete a Vitality
Check, including blood pressure, glucose, cholesterol and weight
assessments)

¢ HealthyGear at adidas and TotalSports stores (if members
complete a fitness assessment at a biokinetist)

e HealthyFood items at Pick n Pay (if members complete a Personal
Health Review — an online assessment providing an overall
indication of a member’s health).

Engagement with the HealthyLiving benefit has had a positive effect
on Vitality members’ health-related behaviour. Since the HealthyFood
benefit was launched, there has been a 250% increase in the number
of Personal Health Reviews completed. HealthyGear has been
associated with increased gym benefit utilisation and completed fitness
assessments, and there has been a steady increase in the number

of Vitality Checks by members since the launch of HealthyCare.

Over the period, Discovery Vitality made a significant investment

in building out a strong social media capability which will serve as
an important adjunct in driving healthy behaviour at a group level.
More than 2 500 members are joining the Vitality Facebook page each
month, which now has over 60 000 fans.

To embrace current social trends, Vitality recently introduced an
interactive wellness platform that gives members access to wellness
tools and expert advice. The social functionality allows members to
create profiles, meet online friends and participate in groups. The main
features of the site are weekly expert blogs and articles on fitness,
healthy eating, pregnancy, parenting and living with chronic conditions,
the ability to upload workouts using Garmin, Nike+ and Polar, as well
as a diabetes tracker to better assist with the management of this
condition. Mobile applications allow members to track activity and
nutrition on the go. Collectively, this functionality is called Living Vitality.

Another way in which Vitality encourages healthy behaviour, is through
our ability to integrate into over 100 fitness tracking technologies,
which will be launched in upcoming months. One of these technologies
is the adidas miCoach fitness monitor, which combines the latest in
web technology with a heart rate monitor to record workout statistics
and help our members reach their fitness goals.

Going forward, Vitality will continue to introduce additional opportunities
for members to engage in healthier lifestyles. To improve access to
healthier food choices, we have entered into a partnership with
Woolworths as a HealthyFood partner from January 2013. The Vitality
programme is continuing to invest in additional rewards to incentivise
positive behaviour — our new partners from 2013 include Builders
Warehouse and Builders Express, Incredible Connection and Sunglass
Hut. Social interaction and support are key drivers of positive
behaviour change, and using the power of technology as an enabler
to healthy living, we recently announced the launch of VitalityMobile,
a partnership with Cell C that will give Vitality members access to
free calls when calling other VitalityMobile members. By removing
the financial barriers to mobile communication, VitalityMobile aims
to create a unique wellness community. Using this interconnected
community, Vitality can potentially generate significant savings to
members by offering free calls and boosting their data capabilities.
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Use the science of behavioural economiics to drive positive behaviour change

(continued)
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i GETTING SOUTH AFRICANS WALKING o=

Vitality’s involvement in mass sporting events has over the years enabled us to engage more people in a healthy
and active lifestyle. It gives us the opportunity to educate people on the steps they can take to improve their
health and how Vitality can help them achieve this. Participants can learn more about healthy eating, they can
take various tests to increase their overall wellness, and earn Vitality points.

In 2006, we partnered with 702 Talk Radio for the first Discovery 702 Walk the Talk in Johannesburg, and
annual participant numbers have since swelled to more than 50 000. The Discovery Cape Times Big Walk

in Cape Town has grown to more than 37 000 walkers since we became involved in 2007. In 2009, the first
Discovery East Coast Radio Big Walk was held in Durban, and now draws more than 18 000 participants.
Around 4 000 walkers took part in the first Discovery Algoa FM Big Walk held in Port Elizabeth in 2011, and the
inaugural Discovery Jacaranda FM Spring Walk through the streets of Pretoria was held in September 2012.

CASE STUDY

Discovery and 702 Talk Radio host the world’s biggest walking
event — the Discovery 702 Walk The Talk. With over 50 000
walkers, the Walk The Talk is bigger than the Comrades, London
and Boston marathons. It’s a fun event for the whole family
that promotes the benefits of an active and healthy lifestyle.




Our performance in each sustainability area @

Discovery

Use the science of behavioural economics to drive positive behaviour change

(continued)

Refining Vitality benefits to drive higher levels
of engagement

Vitality’s product design principles have evolved over time to meet

our members’ needs, guided by the latest research in the fields of
health and wellness and behavioural psychology. Our early incentive
structures rewarded members for completing their health assessments,
which proved successful in increasing our members’ knowledge around
their health issues and what they need to do to improve them.
Recent advancements in behavioural economics and health psychology
have informed changes in the rewards structure of our products
towards outcomes-based rather than assessment-based incentives.
The aim is to motivate our members to engage in healthier lifestyles

in such a way that real behaviour change is achieved, resulting in
meaningful improvements in their health and wellbeing.

These principles are evident in various aspects of the Vitality
programme. An example is an online programme where personalised
health goals are recommended to members whose health measures
are outside the healthy range. Incentives are offered to those members
with increased risk levels to encourage them to improve their risk

behaviour or clinical measurement.

In 2012, we modified the number of points allocated for both the
Vitality Checks and fitness assessments to align with the latest research

and to shift towards outcomes-based rewards, encouraging our
members to get and stay healthy. We also increased the number

of gym visits for our members to encourage them to improve their
health through regular exercise. This followed a five-year study

of more than 300 000 Vitality members which showed that taking
part in physical activity lowers healthcare costs and the likelihood of
hospital admission. These recommendations suggest that the average
adult needs to exercise at least 30 minutes a day, five days a week,

to see health benefits.
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Engagement levels in Discovery Vitality continued to improve during the period under review off what was already considered a high base.
Vitality is demonstrating that it can change behaviour not only in respect of once-off activities such as preventive screening, but also in respect
of complex behaviours such as sustained physical activity and making healthier food choices.

Indicator 2011/2012 2010/2011 2009/2010

Number of Vitality members globally 1600 944 1517 276 1400 000

% Vitality members who were physically active 45.7% 45.1% 42.2%

% members who had a preventive screening event 58% 59.5% 56.5%

% families who purchased HealthyFood 32% 31.8% 28.3%
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Discovery

Use the science of behavioural economics to drive positive behaviour change

(continued)

Building on the success of the HealthyFood benefit

Since we launched the HealthyFood benefit in South Africa, we have seen
the significant impact of financial rewards and incentives on promoting
health and encouraging healthy nutrition. As part of our drive to export
the Vitality programme to international markets, we launched the benefit
in the UK in 2010 in partnership with Sainsbury’s, and in 2012, it was
launched in China in partnership with Tesco. An international study

on the impact of the HealthyFood benefit is now in the pipeline,
made possible by a grant by the National Institute of Health in the
USA to a leading healthcare research institute in that country.

Creating a nation of better drivers

Discovery is committed to building a healthier, more cohesive society
through sustainable, positive behaviour change. We have adapted the
principles of behavioural economics to alternate applications, such as

the science of driving. Leveraging our learnings from Vitality with the
latest motor telematics technology, we launched Discovery Insure and
Vitalitydrive in May 2011. Discovery Insure’s strategic vision is to make
a significant contribution to positively changing driver behaviour and
ensuring drivers are safer and better protected on South African roads.
We do this through the unique Vitalitydrive programme, which encourages
and rewards better driving behaviour and ensuring that vehicles are
roadworthy. At the heart of Vitalitydrive is the DQ-Track telematics
device that measures and reports crucial aspects of driving behaviour.

South Africa’s motor vehicle accident and fatality rates are amongst the
highest in the world, with about 14 000 lives lost each year. Discovery
Insure data shows that over 75% of young adult deaths for the year
2011 were caused by motor vehicle accidents. Furthermore, the data
indicates that 60% of these accidents, which were caused by risky
driving behaviour, could have been prevented.

Being a good driver means different things to different people. It may
mean being accident-free for a number of years, not talking or texting
on the phone while driving, and remaining within the speed limit.
Discovery Insure, which has over 13 000 policyholders, understands
that good driving is much more than these stand-alone elements,
and involves a combination of three components: driver performance,
knowledge and awareness, and vehicle condition and roadworthiness.

These three aspects of driving behaviour are measured through the
DQ-Track programme, which makes use of motor telematics and is

a scientifically and actuarially robust measure of good driving. The
DQ-Track, which to date has over 172 million kilometres of driver data,
analyses driving indicators such as speed, acceleration, braking and
cornering. These analyses enable Discovery Insure to measure how well
our clients drive. It gives them monthly feedback on their driving and
suggestions for improving their driving behaviour. The more a client
engages with improving driving behaviour, the greater the rewards.

When we launched Discovery Insure and Vitalitydrive, we firmly believed
that with the correct incentives, people would change their driving
behaviour for the better. Just over a year later, we are seeing positive
results. The methodology of measuring, incentivising and guiding
policyholders to become better drivers has proven remarkably resonant:

e We are seeing a strong correlation between driving performance,
as measured by the DQ-Track algorithm, and the frequency of
motor vehicle accidents.

e An average improvement of 20% in driver scores has been
observed over five months post policy inception.

e Two in every five vehicles covered by Discovery Insure have
had an Annual MultiPoint check at Tiger Wheel & Tyre.

e One out of every five people immediately took steps to improve
their vehicle safety after the check.

The year under review saw the launch of meaningful client
innovations and enhancements. We refined and simplified the
Vitalitydrive benefit: clients can now receive up to 50% of their
relevant fuel spend at BP through the monthly fuel cash back
incentive, and young adults between 18 and 25 can receive further
discounts of up to 25% on their motor premiums. We have also
enhanced the Excess Funder Account benefit structure to help our
clients build more insurance equity. These enhancements were
introduced and rolled out to clients from 1 August 2012.

Going forward, we are optimistic about the potential of the Discovery
Insure to continue to improve individual driving behaviour and achieve
our societal objective of helping to create a nation of better drivers.

Indexed driver performance scores
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Challenge

The results of the 2012 Discovery Healthy
Company Index show that more focus is needed
on corporate wellness and employee health risks

Our priorities for 2013

¢ Leveraging Vitality as a global thought leader
in wellness and having a positive impact on
society in the area of wellness

e Encouraging positive behavioural change in
the area of health and wellness for our clients
through different platforms

e Refining key Vitality benefits to drive higher
engagement levels

e Investigating opportunities to enhance
Vitalitydrive to benefit broader society

DISCOVERY Report to Society 2012
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Promote a thriving society

A thriving society that reflects a culture of ethics, confidence, leadership
and entrepreneurship is necessary for communities and the economy
to grow sustainably. We understand that for our business to continue
to grow, the society in which we operate must thrive, and we have
an important role to play in ensuring that it does. This is what informs
our overall approach to creating value for both our clients and broader
society, but we also contribute to a thriving society in more specific ways.
One of the key challenges facing South Africa is one of unemployment,
and we are helping to address this concern by both directly and
indirectly sustaining around 40 000 jobs.

Our priority is to build a world-class business that enhances South
Africa’s reputation internationally, and to ensure that the way we do
business within our value chain and broader stakeholder network is
accountable, transparent and ethical. This means firmly entrenching
our values into the organisation and working towards a culture that
roots out corruption and upholds human rights.

OUR PRIORITIES FOR 2012

e Focusing on opportunities to develop a
culture of entrepreneurship through
Discovery’s enterprise development strategy

e Continuing to encourage entrepreneurial and
business knowledge in South Africa through
the Discovery Invest Leadership Summit

¢ Developing our stakeholder engagement strategy
to support accountability and transparency

Highlights

e A grant of R314 000 to the Refilwe Community
Project has led to the creation of more than
15 jobs

¢ We expanded our focus on promoting leadership
to include youth leadership development

Developing our internal culture and values

We believe our core purpose of making people healthier and
enhancing and protecting their lives, and our corporate values are
firmly entrenched in our organisation, and that they inform the way
we treat our employees as well as how we do business.

Our labour policies clearly uphold the principles of non-discrimination,
to create an environment that protects and supports our employees.
We have had no reported incidents of discrimination.

Discovery

In addition, we support our values by equipping our employees

with the knowledge and understanding of the issues around fraud
and anti-corruption. Over the past year, 34% of our employees received
training on our anti-corruption policies and procedures — an increase
of 14% from the previous year — and our forensics unit investigated

a total of 3 900 cases of potential corruption compared to 3 018 in
2010/2011.

We are confident that Discovery’s values, particularly those
of honesty, integrity and fairness, are lived by our employees
throughout the organisation.

Developing a culture of entrepreneurship
through our enterprise development strategy

Our enterprise development strategy continued to focus on fostering
mutually beneficial partnerships throughout the year. We work with
Enterpriseroom, a specialist enterprise development consultancy, and
we encourage innovative entrepreneurs to partner with us to create
jobs, improve service in the sectors in which we operate and generate
economic value.

During the past year, we continued to sponsor both Endeavour and
The Awethu Project. Endeavour is a global organisation that identifies
and assists innovative and potentially high-impact entrepreneurs,
and our sponsorship is aimed at supporting our business operations
in various areas while at the same time creating more jobs. The
Awethu Project focuses on developing entrepreneurial potential

in young South Africans from poor communities, and we continue

to support them through mentorship and procuring the services

of the entrepreneurs they assist through our supply chain.

We provided a number of loans to black-owned businesses linked to
the health sector and our supply chain, and supported black-owned
suppliers who qualify as enterprise development beneficiaries through
early payment. Early payments are a focus area for us, ensuring these
suppliers are paid within 15 days or less, thus assisting them to grow
their own businesses sustainably.

This year, we selected a number of projects that are or were supported
through our corporate social investment initiatives, to help them
improve their ability to generate income and become more sustainable.
We have completed needs assessments for the various projects and are
currently assisting them with business planning and feasibility studies.
The Refilwe Community Project in Lanseria, Gauteng, is one of these
projects. The organisation received a grant of R314 000 through

our enterprise development programme to further develop Refilwe
Enterprises, which now employs more than 15 people.

Indicator 2011/2012  2010/2011

Enterprise development loans granted

34 241 972

15 400 000

% preferential procurement spend 92 74

Monetary value of significant fines
and total number of non-monetary
sanctions for non-compliance with laws 0 0

DISCOVERY Report to Society 2012

45



Our performance in each sustainability area @ Discovery

Promote a thriving society (continued)

i SUPPORTING A COMMUNITY PROJECT TO ENCOURAGE JOB CREATION

Established in 1991, the Refilwe Community Project works in the areas of childcare, community care and
enterprise development, serving farming communities within a 20km radius of Lanseria Airport. Discovery has
supported Refilwe since 2006 through a number of initiatives, initially through corporate social investment and
more recently through our enterprise development programme.

Through a Discovery grant of R314 000, Refilwe is developing Refilwe Enterprises, an enterprise development
initiative established in 2009 to create income-generating projects to ensure long-term sustainability. The grant
is assisting Refilwe to upscale a number of the organisation’s projects, which has already resulted in the creation
of more than 15 jobs and the upskilling of community members. The landscaping division of Refilwe Enterprises
was recently awarded the task of upgrading the front entrance of Discovery’s 155 West Street building.

CASE STUDY

The Discovery Employee Volunteer Programme also continues to support Refilwe, both through our Adopt a
Project programme and through introducing new employees to the project, who visit Refilwe and do volunteer
work of their own. Lunch packs for the employee outings to Refilwe are provided by an entrepreneur supported
by The Awethu Project, another of Discovery’s enterprise development beneficiaries.
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Promote a thriving society (continued)

Promoting a thriving society through leadership

in business » Challenge
For the past three years, Discovery has been a pioneer in thought leadership

and business innovation through the Discovery Invest Leadership Summit, The preparedness of enterprise development
which plays host to some of the world’s most notable thinkers. They cover beneficiaries in meeting Discovery’s loan
topics such as business, leadership, innovation and intellectual capital. requirements remains a challenge

The summit aims to stimulate business knowledge and encourage pioneering

approaches to leadership among South Africa’s business community.

Last year, more than 1 600 South African and international delegates
gathered under one roof to hear from noted international and African o oy e
speakers. The line-up included Al Gore, Nouriel Roubini, Graga Machel Our p"or'tles for 2013
and Maria Ramos. The theme of this year’s summit was “Intellectual Capital.
Shared.”, and the impressive line-up of global thought leaders included
acclaimed author and Harvard Business School academic Professor Michael ° Focusing our enterprise development
Porter, former Tesco CEO Sir Terry Leahy, world-renowned chess grandmaster
Garry Kasparov and Finance Minister Pravin Gordhan. The keynote speaker
was former British Prime Minister Tony Blair.

strategy on mutually beneficial
partnerships to encourage
entrepreneurship, with the continued

Developing our leaders of the future spotlight on transformation in the health

A key highlight during the past year was our focus on developing young sector and partners in our supply chain

leaders. In line with our approach to creating a thriving society, we believe « Rolling out an anti-corruption campaign

that the younger generation has a pivotal role in achieving this vision. It is .
throughout Discovery

imperative that we invest in and equip these young people with the skills

and the confidence to make their mark on society. « Increasing the focus on ethics within

) Discovery
Developing our stakeholder engagement strategy

Discovery impacts the lives of nearly six million clients, over 6 700 employees

in South Africa and many more stakeholders in the industries, communities
and countries in which we operate. As one of South Africa’s leading
businesses we have the responsibility to be an ethical and effective leader
that understands the risks and opportunities of our business, engages our
stakeholders and has a positive impact on society. We appreciate that the
continued growth and success of our business is intrinsically linked to
understanding our stakeholders’ concerns, needs and insights. The way

in which we interact with our stakeholders and how we conduct our

business are key aspects of Discovery’s long-term sustainability strategy.

In our engagement with stakeholders we abide by the following principles:

e Transparency and accountability

¢ Inclusivity and responsiveness

e Honesty and integrity

e Complete, timely, relevant, accurate, honest and accessible information.

We manage our stakeholder engagement through:

e The Board’s governing role in the monitoring of our stakeholder
engagement

* Proactive management of stakeholder engagement

e Our stakeholder engagement framework and guidelines.

In the period under review, we continued our focus on enhancing Discovery
as a leader on sustainability issues, and understanding the expectations
of various stakeholder groups with regard to sustainability. We have made
significant progress in this regard and will continue to develop and improve
our approach to stakeholder engagement.

We provide more information on Discovery’s stakeholder 2
engagement strategy in our 2012 Integrated Annual Report. @\
This is available at www.discovery.co.za
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Discovery

ﬁ EMPOWERING YOUNG LEADERS TO MAKE THEIR MARK

Aligned with our aim to promote a thriving society, Discovery is supporting the “ignition project” of enke:
Make Your Mark — a youth entrepreneurship and education initiative that aims to build a network for young
South Africans who want to take action on social issues.

Derived from the Tswana word for ink, enke empowers young leaders to make their mark on their community,
their country and the world. enke participants develop as socially conscious global citizens and initiate their
own community-based development projects, creating change on the issues they care about the most. The enke
ignition project is a programme for tertiary students, which connects them to a network of change-makers,
equips them with skills and experience to increase their employability, and inspires entrepreneurial thinking.

CASE STUDY

We are supporting the project as it has a tangible and visible impact on these young people’s lives, affords
them opportunities they might not otherwise have had and exposes them to new ways of thinking. The enke
programme has also made it p