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DEFINITIONS AND INTERPRETATIONS

In this Annex and annexures hereto, unless the context indicates otherwise, a word or an expression which denotes any gender includes 
the other genders, a natural person includes a juristic person and vice versa, the singular includes the plural and vice versa and the 
following words and expressions bear the meanings assigned to them below:

“Annex” this annex dated 13 November 2018 to the Initial Pre-listing Statement, including all annexures hereto; 

“CDS” Central Depository & Settlement Co Ltd approved under the Securities (Central Depository, Clearing 
and Settlement) Act 1996 of Mauritius;

“Board” or “Directors” the board of directors of PSG Konsult;

“Initial Pre-listing Statement” the pre-listing statement dated 9 June 2014, including all annexures thereto, as approved by the 
JSE, in relation to PSG Konsult’s listing on the JSE Main Board;

“JSE” the exchange, licensed under the Financial Markets Act, No 19 of 2012 operated by the JSE Limited 
(registration number 2005/022939/06), a public company incorporated under the laws of South 
Africa;

“JSE Listings Requirements” the Listings Requirements of the JSE, as amended from time to time;

“King IV™” King IV Report on Corporate Governance™ for South Africa, 2016;

“Mauritius” the Republic of Mauritius;

“Memorandum of Incorporation” the memorandum of incorporation of PSG Konsult, as approved by Shareholders on 17 March 2014, 
with the required special resolution having been adopted in terms of section 60 of the Companies 
Act, No 71 of 2008 of South Africa;

“Perigeum Capital” or “SEM 
sponsor”

Perigeum Capital Ltd, a private company incorporated under the laws of Mauritius with Business 
Registration Number 132257 and holding an Investment Advisor (Corporate Finance Advisory) 
licence issued by the Mauritian Financial Services Commission, whose details appear in the 
“Corporate Information” section of this Annex;

“PSG Asset Management” one of the three operating divisions in the PSG Konsult Group, comprising PSG Konsult’s wholly-
owned subsidiary, PSG Asset Management Holdings Proprietary Limited (registration number 
2011/001041/07) and its operating subsidiaries, details of which appear in paragraph 6.2;

“PSG Capital” or “JSE sponsor” PSG Capital Proprietary Limited (registration number 2006/015817/07), a private company 
incorporated under the laws of South Africa, whose details appear in the “Corporate Information” 
section of this Annex; 

“PSG Financial Services” PSG Financial Services Limited (registration number 1919/000478/06), a public company incorporated 
under the laws of South Africa, with its registered office at 1st Floor, Ou Kollege, 35 Kerk Street, 
Stellenbosch, 7600, being the direct holding company of PSG Konsult and being itself the wholly-
owned subsidiary of PSG Group; 

“PSG Group” PSG Group Limited (registration number 1970/008484/06), a public company incorporated under 
the laws of South Africa and listed on the JSE Main Board, with its registered office at 1st Floor, Ou 
Kollege, 35 Kerk Street, Stellenbosch, 7600, being the holding company of PSG Financial Services 
and, accordingly, the ultimate holding company of PSG Konsult; 

“PSG Insure” one of the three operating divisions in the PSG Konsult Group, comprising PSG Konsult’s wholly-
owned subsidiary, PSG Insure Holdings Proprietary Limited (registration number 2008/018534/07) 
and its operating subsidiaries, details of which appear in paragraph 6.3;

“PSG Konsult” or “the Company” PSG Konsult Limited (registration number 1993/003941/06), a public company incorporated under 
the laws of South Africa, being a subsidiary of PSG Group;
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“PSG Konsult Group” or  
“the Group”

PSG Konsult and its subsidiaries (including PSG Wealth, PSG Asset Management and PSG Insure);

“PSG Konsult Treasury” PSG Konsult’s wholly-owned subsidiary, PSG Konsult Treasury Limited (registration number 
2014/196582/06), a public company incorporated under the laws of South Africa;

“PSG Wealth” one of the three operating divisions in the PSG Konsult Group, comprising PSG Konsult’s wholly-
owned subsidiary, PSG Wealth Holdings Proprietary Limited (registration number 2012/194963/07) 
and its operating subsidiaries, details of which appear in paragraph 6.1;

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

“Securities Act” the Securities Act, 2005 of Mauritius;

“SEM” the Stock Exchange of Mauritius Ltd established under the repealed Stock Exchange Act 1988 and 
now governed by the Securities Act; 

“SEM Listing Date” the date of listing of the Shares of the Company on the Official Market of the SEM, is 27 November 2018; 

“SEM Listing Rules” the Listing Rules issued by the SEM, as amended from time to time;

“SEM Secondary Listing” the secondary listing of the issued Shares of the Company on the Official Market of the SEM, which 
is anticipated to occur on the SEM Listing Date;

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

“Shareholders” registered holders of Shares; 

“Shares” ordinary no par value shares in the share capital of PSG Konsult;

“South Africa” the Republic of South Africa;

“USD” or “$” the United States Dollar, the official currency of the United States of America; and 

“Western” Western Group Holdings Limited (registration number 2004/499), a public company incorporated 
under the laws of Namibia, being a subsidiary of PSG Konsult (60% shareholding) and having as 
its remaining 40% shareholder, Swanvest 120 Proprietary Limited (a wholly-owned subsidiary of 
Santam Limited).
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1. INTRODUCTION 

1.1 PSG Konsult is one of the largest independent intermediary financial services providers in South Africa and is a leading 
independent financial services group, having been in operation since 1998. PSG Konsult has an extensive South African 
footprint, as well as a Namibian presence. The Group offers a unique value-orientated approach to its clients’ financial 
requirements and delivers a broad range of financial services and a full suite of financial products to individuals and 
enterprises, from asset and wealth management to insurance.

1.2 PSG Konsult has had its primary listing on the Main Board of the JSE since 18 June 2014, as well as a secondary 
listing on the Namibian Stock Exchange since 16 July 2014. The market capitalisation of the Company on the JSE as at  
1 November 2018 was approximately R13.9 billion (approximately $0.96 billion). The Group, through its wholly-owned 
subsidiary PSG Konsult Treasury, concluded its maiden debt listing on the JSE’s Interest Rate Market of a three-year 
floating rate note on 12 July 2017.

1.3 Permission has been granted by the Listing Executive Committee of the SEM on 13 November 2018 for the secondary 
listing of the issued Shares of PSG Konsult on the Official Market of the SEM by way of introduction, such listing to occur 
on 27 November 2018.

1.4 The Company presents its financial results, as well as this Annex, in South African Rand, referred to herein as “Rand” or 
“R” and will continue to do so in Rand following the SEM Secondary Listing. All Rand amounts referenced herein, unless 
otherwise indicated, can be converted to United States Dollar at the midmarket USD / Rand reference rate, as reported 
by Bloomberg, at the close of the South African Market on 1 November 2018 at 17:00, being R14.40770:$1. 

2. KEY REASONS FOR THE SEM SECONDARY LISTING 

PSG Konsult’s key reasons for the SEM Secondary Listing are:

2.1 the SEM Secondary Listing will enable PSG Konsult to raise its profile and brand in Mauritius; 

2.2 to reflect its position as a leading independent financial services group; 

2.3 to allow PSG Konsult access to capital markets in Mauritius in order to raise equity capital in the future, if required;

2.4 to broaden the PSG Konsult’s shareholder base, to access a new pool of investors, and to improve the liquidity of its 
shares over time;

2.5 to give the general public and potential investors in Mauritius an opportunity to acquire an equity stake in PSG Konsult 
and thereby share in its potential success in future; and

2.6 the SEM is regarded as one of the foremost Exchanges in Africa and is a full-fledged member of the World Federation 
of Exchanges. 
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3. TRADING OF SHARES ON THE SEM

3.1 Shares may only be traded on the SEM in electronic form (dematerialised units). Trades will be settled on the basis of 
trade + 3 days on a strict ‘delivery-versus-payment’ basis. Final and irrevocable transfer of funds will occur through the 
central bank with same day funds on the settlement date. Settlement will be made through the CDS.

3.2 If any investor has any doubt as to the mechanics of the CDS, the investor should consult with his investment dealer or 
other appropriate advisor and is also referred to the SEM website at www.stockexchangeofmauritius.com for additional 
information.

4. OVERVIEW OF PSG KONSULT 

4.1 PSG Konsult is one of the largest independent intermediary financial services providers in South Africa, having, as at  
31 August  2018, 239 offices, mainly in South Africa and Namibia, with 2  734 employees, of whom 862 are wealth 
and insure advisers, plus 418 professional associates, servicing more than 200  000 clients. As at 31  August  2018, 
PSG Konsult had total assets under management of approximately R230 billion ($16 billion) and total assets under 
administration amounting to approximately R426 billion ($29.6 billion).

4.2 The Group has three operating divisions: PSG Wealth, PSG Asset Management and PSG Insure. Through these three divisions, 
PSG Konsult offers clients (individuals, families and businesses) a value-orientated approach to their financial needs, with a full 
suite of financial products focusing on wealth creation, wealth preservation, asset management and insurance.

4.3 PSG Konsult’s three operating divisions are supported by a network of independent financial advisers. The divisions are 
monitored and assessed on an ongoing basis through integrated reporting and assurance channels. This ensures risk 
and regulatory compliance and drives the operational and financial performance of the Group. PSG Konsult provides 
a range of centralised support services across the Group. These include human resources, marketing, information 
technology, legal and compliance, risk, internal audit and finance departments. Each division has its own board and 
executive committee, which are integrated into the Group’s governance structures.

4.4 PSG Konsult is a subsidiary of listed PSG Group. A simplified structure diagram of the PSG Konsult Group is shown below:

GROUP OVERVIEW

100% 100% 100%

39.6%
OTHER

SUPPORT DIVISION

1 Includes PSG Employee Benefits.
2 Includes Western.

PSG  
 WEALTH1

PSG  
GROUP

PSG ASSET  
MANAGEMENT

PSG  
 INSURE2

DISTRIBUTION

60.4%

4.5 Brand and marketing initiatives are important to support the Group’s goal of building its brand as a leader in the financial 
services industry within its chosen target market. PSG Konsult’s brands are subject to stringent governance wherever 
they are used, due to the wider impact that reputational damage could have. Responsible brand investment is critical 
and tightly controlled in line with the growth of the Group. 
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5. FINANCIAL HIGHLIGHTS

5.1 The financial highlights below, reflect the sustained growth in key metrics over the past three years:

THREE-YEAR FINANCIAL COMPARISON 
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Note: Core income excludes income attributable to linked investment policies issued and the consolidation of unit trusts. 
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5.2 The table below indicates the growth in the share price and market capitalisation of the Company since the Company’s 
listing on the JSE on 18 June 2014:
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5.3 A more detailed overview of the PSG Konsult Group, reflecting the performance of the Group over the past seven 
financial years, appears below:

2018
R000

2017
R000

2016
R000

2015
R000

2014
R000

2013
R000

2012
R000

Income 4 203 640 3 843 0721 3 501 676 3 014 600 2 557 436 1 846 019 1 603 826

Profit before taxation 868 872 735 286 631 662 525 032 383 637 136 004 235 195

Taxation (256 221) (203 416) (309 838) (163 234) (117 677) (82 633) (73 516)

Profit for the year 612 651 531 870 321 824 361 798 265 960 53 371 161 679

Headline earnings 566 396 486 439 292 302 339 261 244 485 173 808 162 282

Recurring 566 396 486 439 408 748 341 175 251 145 174 424 151 305

Non-recurring – – (116 446) (1 914) (6 660) (616) 10 977

Non-headline earnings 80 423 622 1 140 4 773 (115 677) (7 960)

Attributable income 566 476 486 862 292 924 340 401 249 258 58 131 154 322

Earnings per share (cents)

Headline 43.0 37.2 22.9 26.9 20.0 15.4 15.2

Recurring headline 43.0 37.2 32.1 27.0 20.6 15.4 14.1

Recurring headline 
(excluding intangible 
amortisation cost) 

46.4 40.4 34.6 29.4 22.3 17.2 16.0

Attributable 43.0 37.3 23.0 27.0 20.4 5.1 14.4

Dividend per share (cents) 18.0 15.3 13.2 12.0 11.3 10.8 10.3

Interim dividend 5.7 5.1 4.4 4.0 4.0 3.5 3.0

Final dividend 12.3 10.2 8.8 8.0 7.3 7.3 7.3

Weighted average shares (000) 1 317 643 1 307 103 1 274 163 1 261 394 1 220 523 1 131 880 1 070 689

Actual shares in issue (000) 1 342 242 1 322 100 1 279 124 1 262 484 1 221 917 1 209 582 1 072 301

Market capitalisation (Rm) 11 678 9 929 8 800 9 115 6 110 3 447 2 145

Price (cents per share)

Last day of trade 870 751 688 722 500 285 200

Highest 940 850 950 790 534 295 200

Lowest 750 640 635 500 255 175 139

Trading volume (number of shares) 91 863 005 111 725 751 114 093 941 61 842 093 31 449 042 21 185 957 14 892 827

Trading value (R) 766 732 848 782 826 881 903 744 597 429 153 022 128 845 854 46 826 925 23 609 472

Number of trades 7 476 10 383 15 032 11 878 2 369 726 272

Net asset value per share (cents) 190.1 164.0 132.2 118.3 89.1 76.0 67.8

Assets under administration (Rbn) 402.1 371.1 327.1 308.7 233.2 179.5 139.0

Assets under management (Rbn) 205.4 175.3 154.1 132.5 99.5 70.9 51.2

1 Amount restated, refer to note 36 to the group financial statements for further information.

SEVEN-YEAR FINANCIAL REVIEW

6. BUSINESS SEGMENTS 

The three PSG Konsult business segments are detailed below: 

6.1 PSG Wealth

6.1.1 PSG Wealth provides wealth management services to individuals, families and businesses, including 
investment opportunities, stockbroking, estate planning and fiduciary services.

6.1.2 PSG Wealth consists of the following business units – Securities, linked investment business/LISP Platform, 
multi-management, employee benefits and wealth distribution (including fiduciary services) – and is designed 
to meet the requirements of individuals, families and businesses. Through its wealth managers, PSG Wealth 
offers a wide range of personalised services, including portfolio management, stockbroking, local and offshore 
investments, estate planning, financial planning, local and offshore fiduciary services, multi-managed solutions, 
and retirement products. Wealth offices seek to deliver high-quality personal service to their select customers.

Performance and strategy 

6.1.3 PSG Wealth is a major revenue driver for PSG Konsult. During the 2018 financial year, the division contributed 
approximately 50.7% towards group core income. Its upward revenue trajectory continues, benefiting from 
organic and selected adviser acquisition growth and sustained positive client inflows.

6.1.4 PSG Wealth achieved recurring headline earnings growth of 18% for the financial year ending 28 February 2018. 
This is a satisfying result in the context of the prevailing investment market conditions. The biggest challenge 
PSG Wealth faced during the 2018 financial year was the muted economy in South Africa, a difficult business 
environment and the increased costs and capacity burden of regulation.
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6.1.5 PSG Wealth acquired the clients of 28E Capital, effective 1 April 2018. 28E Capital is a leading boutique 
brokerage that offers retail clients a specialist online platform. The acquisition enables PSG Konsult to execute 
on its long-term strategy of growing its online trading platform. 

6.1.6 The division continued to expand its financial adviser network both organically and through selective adviser 
business acquisitions, such as SP Wealth in Rosebank, to enable PSG Wealth to service and grow its client 
base. To simplify and standardise its adviser network, the division also concluded a few remaining revenue-
sharing standardisation arrangement transactions post the 2018 year-end. 

6.1.7 Management and other fees increased by 11% for the 2018 financial year. The business continues to focus 
on recurring income and on reducing reliance on cyclical transactional brokerage fees. Brokerage income 
increased by 7% for the 2018 financial year, due to an increase in local and offshore trade volumes. PSG 
Wealth continues to invest in enhancing the strength and depth of its in-house investment research team 
and technology capabilities. This fully-fledged team has both fund and security investment research analysis 
capabilities. The 2018 financial year also saw an increased focus on digital marketing and initiatives to 
determine client needs in this regard. These costs have all been fully expensed and over the long term advisers 
and clients will gain from these client-centric digital projects. The PSG Wealth business is therefore well placed 
to meet all the investment needs of clients. PSG Konsult nevertheless relentlessly strives to improve both its 
client and service offering.

6.1.8 PSG Wealth’s strategy supports the Group strategy by offering an innovative and holistic end-to-end client 
proposition. Uncertain markets trigger emotional decisions, so lasting solutions require expert guidance from 
advisers who understand the big picture. PSG Wealth advocates diversification and the division’s solutions 
offer a good balance between rand-hedge and interest-rate sensitive investments with a long-term focus. 
Divisional management is responsible for executing and implementing strategic plans. As part of the annual 
budget process, divisional management motivates the capital and resources required to achieve sustainable 
growth. Business unit heads provide feedback on performance metrics at quarterly review meetings.

6.1.9 PSG Wealth remains focused on growth, achieving a stable cost base and increasing net new inflows of 
managed assets at acceptable margins across the value chain. To achieve this, the division’s strategic 
objectives are geared to optimise its resources and capabilities. The division continues to favour organic 
growth by focusing energy and efforts on prioritising key projects and then effectively allocating resources to 
execute and implement strategic plans.

6.1.10 PSG Wealth’s operations are focused primarily on South Africa and Namibia. However, in future, PSG Wealth 
may wish to strengthen their Mauritian footprint. This may include other financial services not on offer by them 
in Mauritius at the moment.

6.1.11 For the six month period ended 31 August 2018, client assets managed by PSG Wealth advisers increased by 
12% to R182.1 billion ($12.6 billion), which included R7 billion ($0.5 billion) of positive net inflows. 

6.1.12 Through both organic growth and selective adviser acquisitions, the PSG Wealth adviser base grew by 5% for 
the 2018 financial year (2017: 7%) to 539 advisers (2017: 515 advisers). PSG Wealth continues to gain market 
share with platform assets for the 2018 financial year increasing by 12% to R42.6 billion ($3 billion).

6.1.13 To maintain its competitive advantage, the division will continue to focus on serving clients in an integrated 
manner PSG Wealth will continue to focus on products, platforms and client service excellence through 
the quality of advice provided. The experience and stature of the advisers joining the firm continues to add 
credibility to the growing brand equity. PSG Wealth believes that advisers and clients will gain, over the long 
term, from the client-centric digital projects that it has embarked upon. 

PSG Wealth awards

 Ø PSG Wealth received the Intellidex People’s Choice award for being one of the top three wealth managers 
preferred by clients, 2017

 Ø PSG Wealth was recognised at the 2017 SA’s Top Stockbrokers Awards:
• The division maintained its Top 10 overall ranking
• It was ranked fourth in the Top Online Broker category

 Ø Ranked fourth in the 2017 Intellidex Wealth Manager of the Year competition
 Ø 28E Capital received the following Intellidex awards:

• Top CFD provider, 2017
• People’s choice award, 2017
• SA’s top stockbrokers, fourth overall, 2017

To date during 2018: 

 Ø Ranked third overall in the 2018 Intellidex Wealth Manager of the Year competition. The division was 
further awarded first place in the successful entrepreneur archetype, and second place in the international 
wealthy family archetype

 Ø Ranked among the top five asset managers in the Morningstar South African Ratings Analysis and was the 
top-ranked multi-manager in the June 2018 quarterly survey

6.2 PSG Asset Management

6.2.1 PSG Asset Management provides investment management services to both retail and institutional investors, 
with a range of local unit trusts and international funds across the investment risk spectrum.

6.2.2 PSG Asset Management is an established investment management company with a proven investment track 
record. It offers investors a simple, but comprehensive range of local and global investment products and its 
products include local and international unit trust funds.
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Performance and strategy 

6.2.3 For the 2018 financial year, recurring headline earnings grew by 20%. Client assets under management and 
assets under administration (excluding segregated portfolios) continued to show exceptional growth, with 
increases of 29% and 22% respectively. The division delivered top quartile risk-adjusted long-term investment 
returns for clients, a strong increase in annuity earnings on a large asset base as well as a 9% increase in 
performance fees earned.

6.2.4 These results are evidence of the division’s highly qualified, stable and experienced investment team and their 
selection of businesses to invest in. PSG Asset Management’s primary focus is to generate the best long-term, 
risk-adjusted returns for investors. To this end, the division prioritises the investment team’s performance 
while managing operational risks and processes. Performance hinges on rigorous planning, effective use of 
good data and regular and consistent client interaction. The team has a long-term track record of generating 
superior returns across all asset classes for clients over the appropriate investment horizon.

6.2.5 PSG Asset Management supports the Group strategy through three focus areas, namely (i) investment 
excellence, (ii) operational efficiency and (iii) effective sales and marketing initiatives. 

6.2.6 PSG Asset Management is committed to the Code for Responsible Investing in South Africa and its investment 
philosophy is based on long-term thinking and the investment process is guided by the division’s 3 Ms, which 
are (i) management of a company, (ii) moat of the business and (iii) margin of safety between a security’s price 
and its intrinsic value. As stewards of clients’ capital, PSG Asset Management acknowledges its duty towards 
responsible investing.

6.2.7 The board of PSG Asset Management is supported by the investment committee in ensuring that investment 
decisions made are continuously in line with adopted principles of responsible investment in the interests of clients. 

6.2.8 A disciplined approach to buying low and selling high – regardless of prevailing market sentiment – allows 
PSG Asset Management to capitalise on market and economic cycles. In addition, when evaluating the 
management teams of potential investments, the division also looks for the rare ability to act contra-cyclically. 
The divisional executive committee is responsible for executing and implementing strategic plans. As part 
of the annual budget process, divisional management motivates to the board for approval of the capital and 
resources it requires to achieve business sustainable growth objectives. Functional and business unit heads 
are required to provide feedback on the business performance metrics at quarterly review meetings.

6.2.9 Through its retail sale efforts and marketing campaigns, PSG Asset Management attracted net inflows of R7.9 
billion ($0.5 billion) for the 2018 financial year. These fed predominantly into higher margin funds and were 
mainly from the division’s selected retail target market. The division saw growth in the institutional space, and 
continues to gain positive traction from the independent financial adviser market. PSG Asset Management 
also strengthened brand awareness.

6.2.10 The retail investor market is a key focus area for the marketing team, allowing the division to benefit from a 
growing investor base. The team focused on regular, direct communication with financial advisers and clients, 
which proved effective in difficult market conditions. PSG Asset Management continued to employ people 
who fit its team-based, partnership culture. Recruitment focused on attracting people with a passion for value-
based investing and the ability to think long-term and independently.

6.2.11 PSG Asset Management will continue to follow a simple, structured, disciplined, bottom-up process and 
philosophy.

6.2.12 The primary goal is always to act as stewards of clients’ capital. Taking a long-term approach to investment 
process and decision making remains the bedrock of the division’s unconstrained approach. Sticking to 
proven processes should enable the division to deliver good long-term results for clients, regardless of market 
volatility, which augments the growth prospects of the business. PSG Asset Management will continue to 
prioritise performance and brand, while managing operational risks and processes. The division continues to 
strengthen its research, operational capacity and depth. Increasing brand awareness, particularly in the retail 
investor market, remains a key focus area for the marketing team.

PSG Asset Management awards

To date during 2018: 

 Ø PSG Asset Management was the runner-up at the 2018 Raging Bull Awards, in the category South African 
Collective Investment Schemes Management Company

 Ø Second place in the 2018 Morningstar Awards in the Best Fund House – Larger Fund Range category
 Ø The PSG Balanced Fund was named Best Aggressive Allocation Fund at the 2018 Morningstar Awards

6.3 PSG Insure

6.3.1 PSG Insure provides insurance advice and the underwriting and administration of short-term insurance 
policies in both personal and commercial lines.

6.3.2 Through its registered insurance brokers and PSG Konsult’s short-term insurance subsidiary Western National 
Insurance Company Limited, PSG Insure offers a full range of tailor-made short-term insurance products and 
services from personal (home, car and household insurance) to commercial (business and Agri-insurance) 
requirements. To harness the insurance solutions available to customers effectively, PSG Insure’s expert 
insurance specialists, through a strict due diligence process, will simplify the selection process for the most 
appropriate solution for clients. In addition to the intermediary services offered, PSG Administration supports 
clients through the claim process, administrative issues and general policy maintenance, including an annual 
reappraisal of clients’ portfolios, when the need arises.
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Performance and strategy

6.3.3 For the 2018 financial year, gross written premium increased by 15%. This is mainly as a result of successful 
growth initiatives implemented by the insure advisers, and the continuous focus on the commercial lines’ side 
of the business. As a result, the commercial lines business ratio increased to 63% from 61% in 2017.

6.3.4 Western’s results were adversely impacted by unprecedented catastrophe events which occurred during the 
2018 financial year. However, a comprehensive reinsurance programme reduced the impact of the catastrophe 
events, such as the Knysna fires, that occurred during the 2018 financial year. Quality underwriting practices 
meant that Western achieved a net underwriting margin of 8.3%, despite being lower than the exceptional 
9.7% achieved in the prior year.

6.3.5 PSG Insure is actively expanding its adviser network, with high-calibre advisers joining the group during the 
year. The division has grown its base to 245 advisers. A number of transactions were concluded to expand 
PSG Insure’s footprint:

6.3.5.1 PSG Insure concluded two acquisition agreements with Absa Insurance and Financial Advisers 
(“AIFA”), as announced on SENS on 26 September 2017 and 12 February 2018 respectively. All 
conditions precedent were met on the Commercial and Industrial short-term insurance brokerage 
business acquisition, and the transaction became effective 1 June 2018, as announced on SENS 
on 28 May 2018. The implementation of the acquisition of the remainder of the personal lines short-
term insurance face-to-face advisory brokerage business from AIFA, as announced on SENS on 
12 February 2018, is still expected to be completed during the latter part of the 2019 financial year. 

6.3.5.2 On 1 November 2017, PSG Insure concluded an association agreement with firstEquity, a leading 
insurance adviser and service group. This business was merged with the PSG Insure Randburg 
short-term branch, creating a business with significant scale.

6.3.5.3 These three transactions will add a further 152 advisers and over 77 000 new clients to PSG Insure’s 
business.

6.3.5.4 Western expanded its commercial offering to clients with the inclusion of an engineering underwriting 
management agreement.

6.3.5.5 The Western Group’s short- and long-term insurance licences in Botswana were approved during 
July 2018. The business is expected to become profitable in the medium term. 

6.3.5.6 Subsequent to its 2018 year-end, PSG Insure concluded an agreement to acquire the remaining 40% 
shareholding in the Western group’s Namibian entities, currently held by Santam Limited. In terms 
of the agreement, Santam Limited will effectively exchange their 40% interest in the Western group 
for a direct 40% shareholding in the Western group’s operations in South Africa. This transaction, 
which is subject to conditions typical for a transaction of this nature, including regulatory approvals, 
will be funded from existing cash resources. It will allow Western group greater strategic freedom to 
explore alternative business opportunities outside South Africa. 

6.3.6 Divisional management is responsible for executing and implementing strategic plans. As part of the annual 
budget process, divisional management motivates for the capital and resources required to achieve sustainable 
growth, which is then approved by the board. Functional and business unit heads provide feedback on 
performance metrics at quarterly review meetings.

6.3.7 PSG Insure’s main focus will be to complete the large acquisitions still in progress and integrate the new 
advisers into the PSG Insure adviser network. A priority for the division is also to increase its footprint and 
expand existing offices. The division will continue to invest in its claims and administration departments as 
this builds scale and unlocks operational efficiencies while freeing up valuable time for top-calibre advisers 
to focus on client relationships. The division seeks the appropriate balance between growth and profitability 
at acceptable levels of risk. It aims to gain market share without compromising underwriting margins, while 
optimising return on insurance float and shareholder investments – within its current framework of investing 
in money market and short-duration financial instruments. Further focus will be on achieving gross written 
premium growth despite the challenging economic environment in South Africa. In fact, the current economic 
environment creates opportunities for the division as there are blocks of clients, particularly SME business 
managers, which are under-serviced.

PSG Insure awards

 Ø PSG Insure received top honours at Old Mutual Insure’s 2017 Broker Awards. The division won in three 
award categories:
• Overall National Winner (best national broker)
• National Group Schemes category (best platform)
• National Broker category (best-performing branch in Gauteng for the Centurion short-term branch)

 Ø PSG Meesterplan won Diamond Broker of the Year – first place at CIB’s 2017 broker awards
 Ø PSG Insure recognised as the 2017 Santam National Broker of the Year for commercial lines and assets 

and crop insurance
 Ø PSG Insure won 2017 Corporate Broker of the Year – 1st place

To date during 2018:

 Ø National Broker of the Year for Agricultural Business and Agricultural Award for Performance Excellence 
(Asset and Crop Combined) at the 2018 Santam National Broker Awards
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7. CORPORATE GOVERNANCE

7.1 The principles of integrity, trust and transparency form the foundation of the Group’s approach to ethical governance. The 
skills and experience of the Group’s diverse board and management teams ensure leadership depth and focus, and that 
the business continues to create value for its stakeholders in a sustainable and ethical manner. The Board recognises 
the imperative of conducting business with prudence, accountability, fairness, transparency and social responsibility to 
ensure the safeguarding of stakeholder interests. 

7.2 The appropriate systems and controls are in place to enable the Board to play a meaningful oversight role in matters of 
strategy, sustainability, risk management, legal and compliance. Governance processes are reviewed on a regular basis 
to reflect best practice, as well as to enhance alignment with regulatory and legislative changes.

7.3 The Group has implemented King IV™ in line with the recommended practices and the Board has welcomed the shift towards 
integrated, outcomes-based thinking. The Group is satisfied with the overall outcome of its consideration and application of 
the 17 principles as set out in King IV™. The Group, with the full support of the Board, continues to strengthen its corporate 
governance structures. The Group’s King IV™ Application Register is available on its website at www.psg.co.za.

7.4 The Company is a South African listed entity that complies with King IV™, to the extent applicable, and understands 
that same is similar to the National Code of Corporate Governance for Mauritius (2016) and that the Company should 
therefore, on balance, also comply with same. The directors shall accordingly establish, if not already in place, 
mechanisms and policies appropriate to the Company’s business according to its commitment with best practices in 
Corporate Governance. The Board will review these mechanisms and policies from time to time.

7.5 The Group has a zero-tolerance approach towards corruption and fraud. Employees are kept up to date with the latest 
trends in crime and fraud, both locally and internationally.

7.6 PSG Konsult operates a fraud and whistle-blower hotline. Any matters of an unethical nature are submitted to the management 
committee as part of human resources reporting for the Group. No calls were received for the 2018 financial year.

7.7 According to the Board charter, the Board is responsible for setting the tone of the Group values, including principles of 
ethical business practice and the requirements of being a responsible corporate citizen, by approving codes of conduct 
that articulate and give effect to the direction of the Group.

7.8 Each Director submits a declaration of financial, economic and other interests in related parties at least annually, or 
whenever there are significant changes in such interests.

7.9 Directors also disclose their personal financial interests at the start of every Board or committee meeting.

7.10 The Group has a policy on dealings in PSG Konsult Shares, which includes an addendum dealing with disclosure by 
members of the PSG Konsult management committee and directors of major subsidiary companies. The policy imposes 
closed periods to prohibit dealing in the Group’s shares before the announcement of interim and year-end financial 
results, as well as in any other period considered price sensitive in accordance with the JSE Listings Requirements and, 
from the moment trading commences in Mauritius, under the SEM Listing Rules and the Securities Act. The Directors, 
company secretary and other key employees (including their associates) of PSG Konsult and its major subsidiaries may 
not trade during a closed period.

7.11 The policy has been widely distributed within the Group to ensure that Directors and employees are familiar with its content.

8. BOARD OF DIRECTORS OF PSG KONSULT 

8.1 PSG Konsult is governed by the Board. The Board is responsible for ensuring that PSG Konsult complies with all of its 
statutory and regulatory obligations, as specified in the Companies Act, No 71 of 2008 of South Africa, its Memorandum 
of Incorporation, the JSE Listings Requirements and, following the SEM Secondary Listing, the SEM Listing Rules and 
the Securities Act (to the extent applicable).

8.2 Composition of the Board

The full names, ages, business profile and capacities of the Directors of PSG Konsult are provided below:

Francois Johannes Gouws (53) 

Chief executive officer 

Qualifications: BAcc, CA(SA) 

Date of appointment: 1 March 2013 

Committees: Member of the social and ethics committee 

Profile: Francois was a group managing director jointly 
responsible for the UBS Securities division before joining 
PSG Konsult as deputy CEO in July 2012. He assumed 
the role of CEO with effect from 1 July 2013. 

He started at UBS Investment Bank in 1995, as head of 
research in South Africa. Before that, he worked for Senekal, 
Mouton & Kitshoff Proprietary Limited.

Michael Ian Frain Smith (Mike) (50) 

Chief financial officer 

Qualifications: BComm (Hons), CA(SA), H Dip Tax, H Dip 
Company Law 

Date of appointment: 18 July 2013 

Profile: Mike has more than 20 years’ experience in the 
financial services industry. He was appointed CFO of 
PSG Konsult Limited in June 2013. Mike joined PSG in 
2001 as group financial director of Appleton Limited, later 
becoming COO of PSG Asset Management, and thereafter 
served as COO for the PSG Wealth division. Prior to that, 
he worked for both RAD Investment Bank and Deloitte 
& Touche in their corporate finance divisions, where he 
was involved in negotiating and implementing a variety of 
corporate finance deals and transactions.
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Willem Theron (66) 

Non-executive director and chairman 

Qualifications: BCompt (Hons), CA(SA) 

Date of appointment: 1 March 1998 

Profile: Willem founded the chartered accountancy firm, 
Theron du Plessis, in 1976 in Middelburg, which eventually 
had 10 branch offices in the Western and Eastern Cape. 
In 1998, he founded PSG Konsult Limited and acted as 
its CEO until 30 June 2013. He was then appointed as its 
non-executive chairman. He also served on the board of 
PSG Group Limited for a number of years until June 2016.

Jacob de Vos du Toit (Jaap) (63) 

Lead independent non-executive director 

Qualifications: BAcc, CA(SA), CTA, CFA 

Date of appointment: 17 August 1998 

Committees: Chairman of the audit, risk and 
remuneration committees 

Profile: Jaap was appointed as senior general manager 
of the Trust Building Society in 1984, financial director of 
Senekal, Mouton & Kitshoff Securities Proprietary Limited in 
1988 and portfolio director of the same firm in 1990. In 1996 
and 1998, he co-founded PSG Group Limited and PSG 
Konsult Limited, respectively and he has been a director 
of both since inception. He also acted as chairman of 
PSG Konsult Limited, from inception in 1998, until 2013. In 
August 2012, Jaap was appointed as the lead independent 
non-executive director for PSG Group Limited and PSG 
Financial Services Limited and served on those boards until 
June 2016. He was appointed as chairman of KAP Industrial 
Holdings Limited in 2012, and is chairman of its nomination 
committee.

Patrick Ernest Burton (Patrick) (65) 

Independent non-executive director 

Qualifications: BComm (Hons) Financial Management, 
PG Dip Tax 

Date of appointment: 2 March 2014 

Committees: Chairman of the social and ethics committee, 
member of the audit, risk and remuneration committees 

Profile: Patrick served at Moores Rowland Chartered 
Accountants for eight years, during which he completed 
his training contract. He emigrated to Canada in 1982, 
and worked for Laventhol and Horwath (chartered 
accountants), from 1982 to 1984. His experience includes 
executive and non-executive positions in fishing, financial 
services, food and allied services.

Zitulele Luke Combi (KK) (66) 

Independent non-executive director 

Qualifications: Diploma in Public Relations 

Date of appointment: 16 April 2014 

Committees: Member of the audit, risk, social and ethics 
and remuneration committees 

Profile: KK holds a diploma in public relations. He was 
awarded the Ernst & Young South African Best Entrepreneur 
of the Year award in 2000 and the World Entrepreneur of 
the Year in Managing Change award in 2001. 

KK is a member of the Institute of Directors and serves on 
various listed and unlisted companies’ boards, including 
PSG Group Limited, Curro Holdings Limited and as 
chairman of Pioneer Food Group Limited. 

KK was previously the executive chairman of Thembeka 
Capital (RF) Limited.

Zodwa Reshoketsoe Pearl Matsau (62) 

Independent non-executive director 

Qualifications: MPhil Economics, BA Economics 

Date of appointment: 20 July 2017 

Committees: Member of the audit and risk committee 

Profile: Zodwa holds the qualifications MPhil Economics 
and BA Economics at the University of Glasgow and 
National University of Lesotho, respectively. She started 
her career as an economist at the Central Bank of Lesotho 
and was ultimately promoted to Head of Money & Capital 
Markets: Central Bank of Lesotho. Her career experience 
thereafter included 18 years at the South African Reserve 
Bank in various key roles, including serving as company 
secretary and finally serving as Senior Deputy General 
Markets: Financial Markets.

Riaan Stassen (64) 

Independent non-executive director 

Qualifications: BComm (Hons), CA(SA) 

Date of appointment: 14 April 2016 

Profile: Riaan joined Capitec Bank Limited in 2000 
as managing director and served as CEO of Capitec 
Bank Holdings Limited and Capitec Bank Limited from 
March 2004 until his retirement on 31 December 2013. 
His experience in banking stems from his previous 
position as managing director of Boland PKS. Prior 
to his career in banking, he gained experience in the 
liquor industry through his responsibilities as operations  
director of Distillers Corporation. Riaan was awarded the 
Cape Times KPMG Business Personality of the Year award 
in 2007.

Petrus Johannes Mouton (Piet) (41) 

Non-executive director 

Qualifications: BCom (Mathematics) 

Date of appointment: 6 December 2012 

Committees: Member of the remuneration committee 

Profile: Piet is the chief executive officer of PSG Group 
Limited. He serves as a director on the boards of various 
PSG Group companies, including Curro Holdings Limited 
and Capitec Bank Holdings Limited. He has been active in 
the investment and financial services industry since 1999.
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9. MATERIAL CHANGES SINCE 2014 JSE LISTING 

Save as set out in this Annex, there have been no material changes in the business of PSG Konsult since the approval of its Initial 
Pre-listing Statement by the JSE.

10. RECENT DEVELOPMENTS

10.1 PSG Insure concluded two agreements to acquire from AIFA its commercial and industrial short-term insurance brokerage 
business, as well as its personal lines short-term insurance face-to-face advisory brokerage business. The former 
acquisition from AIFA became effective on 1 June 2018, while the latter acquisition remains subject to the fulfilment  
of certain conditions precedent. PSG Insure also concluded an association agreement with firstEquity, a leading insurance 
adviser and service group, effective 1 November 2017. These acquisitions enhance PSG Insure’s footprint across  
South Africa, strengthening the distribution network and value proposition to clients, and will add a further 152 advisers 
and over 77 000 new clients to the business.

10.2 PSG Wealth acquired the clients of 28E Capital, a leading boutique brokerage that offers a specialist online platform to 
retail clients. The transaction became effective 1 April 2018, as announced on SENS on 1 March 2018. The division also 
continued to expand its financial adviser network both organically and through selective adviser business acquisitions, 
such as SP Wealth in Rosebank, to enable PSG Wealth to service and grow its client base.

10.3 The Group concluded a number of smaller earnings accretive acquisition transactions aimed at expanding either its 
adviser footprint or enhancing its overall client service offering. These transactions that were funded from existing cash 
resources were seamlessly integrated into existing business operations and will positively contribute to the long-term 
organic growth of PSG Konsult.

10.4 The Group continued to invest in information technology infrastructure and systems, aimed at enhancing the overall 
client experience and improving the scalability and efficiency of the group’s core IT-dependent business processes.

10.5 PSG Konsult continued to pursue the ongoing improvement of the Group’s employment equity profile through promoting 
the industry and the group to young graduates, and by working closely with the Association for Savings and Investment 
South Africa (“ASISA”) and other industry players to collectively address transformation in financial services.

10.6 PSG Insure concluded a shareholder restructure agreement with Santam Limited to acquire the remaining 40% interest 
in Western’s Namibian operation. 

10.7 Organic and acquisitive growth was achieved in the profitability and calibre of advisers who joined the Group as at  
31 August 2018, increasing to 862 from 784 in 28 February 2018.

10.8 The Group continues to strengthen its corporate governance structures and processes while applying the 17 principles 
contained in the King IV™. The Board welcomed the shift in King IV™ towards outcomes-based integrated thinking.

10.9 PSG Konsult obtained JSE approval to establish a R3 billion ($0.2 billion) Domestic Medium Term Note (“DMTN”) 
programme, providing a flexible and cost-effective structure to raise capital and build a track record in the debt market. 
The DMTN programme funding is currently being utilised to internally fund the Scriptfin loan book. The maiden note 
issued of R100.0 million was fully subscribed to by Absa Alternative Asset Management. The note has a three-year term 
with a floating interest rate.

10.10 Rating agency Global Credit Rating Co. affirmed the long-term and short-term investment grade national scale ratings 
assigned to PSG Konsult of A-(ZA) and A1-(ZA) respectively, with the outlook for both ratings remaining stable.
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11. STATED CAPITAL 

11.1 Authorised and issued stated capital

The authorised and issued stated capital of PSG Konsult, as at the date of this Annex, is set out below: 

Description Number of Shares

Authorised stated capital
Ordinary no par value Shares 3 000 000 000

Issued stated capital
Ordinary no par value Shares
Treasury shares 

1 364 885 118
27 963 7671

1 Reflected as at 29 October 2018.

11.2 Major and controlling Shareholders 

The table below lists Shareholders, directly or indirectly, holding 5% or more of the Shares in issue as at  
31 August 2018.

Shareholder Number of Shares held % of Shares in issue held 

PSG Financial Services (1) 810 058 551 60.4

Coronation Asset Management 116 095 736 8.6

Total 926 154 287 69

Note 1: PSG Financial Services, the controlling shareholder of PSG Konsult, is a wholly-owned subsidiary of PSG Group.

12. FINANCIAL INFORMATION

The unaudited results for the six months ended 31 August 2018 is presented in Annexure 1.

13. DOCUMENTATION AVAILABLE FOR INSPECTION

13.1 Copies of the following documents will be available for inspection at the Company’s registered office and at the office 
of the SEM authorised representative and SEM sponsor during business hours from the date of issue of this Annex for a 
minimum period of 14 calendar days:

13.1.1 the signed Annex dated 13 November 2018;

13.1.2 the Initial Pre-Listing Statement dated 9 June 2014;

13.1.3 the Memorandum of Incorporation of the Company; and

13.1.4 the 2018 Integrated Annual Report of PSG Konsult.

13.2 PSG Konsult’s financial results and integrated annual reports are available and can also be viewed on its website  
(www.psg.co.za). 

SIGNED AT CAPE TOWN ON 13 NOVEMBER 2018 ON BEHALF OF THE BOARD 

W THERON

Chairman

(duly authorised thereto by the Board)
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ANNEXURE 1

UNAUDITED RESULTS 
for the six months ended 31 August 2018

SALIENT FEATURES

Recurring headline earnings per share up 18% to 21.5 cents

Gross written premium1 up 25% to R2 012m

Number of advisers up 14% to 862

Total assets under management up 19% to R230bn

Dividend per share up 23% to 7.0 cents

Total assets under administration2 up 7% to R426bn

1 Includes gross written premiums on policies administered by the Insure distribution advisers, which are placed with third-party insurers. The group earns commission and administration fees on this. It excludes the 
short-term administration platform gross written premium.

2 Includes assets administered by PSG Asset Management of R119bn.

COMMENTARY

OVERVIEW 

PSG Konsult delivered a commendable 18% growth in recurring headline earnings per share and a return on equity of 22%. The continued upward trajectory of our key 
operating and financial metrics demonstrates the resilience of our business model and ability to gain market share, even in periods during which we experience economic 
headwinds. Total assets under management increased to R230 billion, comprising assets managed by PSG Wealth of R182 billion and PSG Asset Management of R48 billion, 
while PSG Insure’s gross written premium increased by 25% to R2 billion. Performance fees earned constituted 4.6% of headline earnings in comparison to 4.4% in the 
comparative period.

PSG WEALTH

PSG Wealth achieved recurring headline earnings growth of 7%

We are satisfied with this result in the context of the prevailing investment market conditions. Management and other fees increased by 10% as the business continues  
to focus on recurring income and reduce its reliance on cyclical transactional brokerage fees, which decreased by 15% during the period under review due to lower 
transactional volumes. We continue to enhance our information technology (IT) systems and develop both the adviser and client online platforms, and all related costs 
continue to be fully expensed. Clients’ assets managed by our Wealth advisers increased by 12% to R182.1 billion during the period under review, which included  
R7.0 billion of positive net inflows.

We remain confident about the fundamentals and prospects of this division. We believe that our advisers and clients will gain, over the long term, from our client-centric 
digital projects. We are particularly proud of the division’s formidable financial adviser network, which consists of 546 advisers as at 31 August 2018. The experience and 
stature of the advisers that joined the firm during the period under review continue to add credibility to our growing brand equity. We remain focused on increasing client 
engagement and growing our market share.

PSG ASSET MANAGEMENT

PSG Asset Management’s recurring headline earnings grew by 53%

The strong results achieved by this division is testimony to the team’s excellent long-term track record of delivering top-quartile risk-adjusted investment returns for our 
clients. The team’s ability to consistently generate alpha for clients across all asset classes over the appropriate investment horizon remained intact during difficult market 
conditions. Client assets under management increased by 13% to R48.1 billion during the six-month period. This included R4.1 billion of positive net client inflows, 
predominately into our higher-margin funds, with the bulk coming from our retail-orientated target market. We continue to add high-quality annuity earnings from our 
growing retail client base.

PSG INSURE

PSG Insure achieved recurring headline earnings growth of 11%

The group is pleased with this achievement, which has been driven by improved underwriting results. This division is in an early growth phase and continues to make inroads 
into the highly competitive short-term insurance market through organic growth and select acquisitions. It achieved gross written premium growth of 25% as we continue 
to focus our efforts on growing the commercial lines side of the business, which requires specialist adviser expertise. No significant catastrophe or other related events 
occurred during this period. When combined with our quality underwriting practices, this allowed us to achieve an improved net underwriting margin of 10.5% compared 
to the 7.4% we achieved in the prior period. The insurance advisers increased by 29% to 316 during the six-month period, following the acquisition of the commercial and 
industrial insurance brokerage business of Absa Insurance and Financial Advisers (AIFA) and continue to increase our market share on the commercial lines side.
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PSG Konsult’s key financial performance indicators for the six months ended 31 August 2018 are shown below:

31 Aug 18
R000

Change 
%

31 Aug 17 
R000

Core income 2 277 976 10 2 062 016

Headline and recurring headline earnings 283 146 18 239 275

Non-headline items (1 297) 91

Earnings attributable to ordinary shareholders 281 849 18 239 366

Divisional recurring headline earnings

PSG Wealth 159 787 7 149 923

PSG Asset Management 87 212 53 56 829

PSG Insure 36 147 11 32 523

283 146 18 239 275

Weighted average number of shares in issue (net of treasury shares) (millions) 1 318.0 – 1 314.5

Earnings per share (basic) (cents)

– Headline and recurring headline 21.5 18 18.2

– Attributable 21.4 17 18.2

– Headline (excluding intangible amortisation cost) 23.3 17 19.9

Dividend per share (cents) 7.0 23 5.7

Return on equity (ROE) (%) 21.9 21.4

STRATEGY

PSG Wealth’s overall strategy offers an innovative and holistic end-to-end client proposition. We continue to invest in people (including the recruitment of experienced 
specialists) and in technology with the aim of enhancing user functionality to improve our client experience and product offering. Advisers play a key role in providing us with 
client feedback in order to enhance our platform and product capabilities. Management is proud of the experience and stature of the advisers in the business. PSG Wealth 
continues to invest in enhancing the strength and depth of our technology capabilities and in-house investment research team. This fully-fledged team has both fund and security 
investment research analysis capabilities. The focus continues to be on digital marketing and initiatives to best determine client needs in this regard. Our Wealth business is 
therefore well placed to meet all the investment needs of our clients. We nevertheless consistently strive to improve both our client and service offerings.

PSG Asset Management’s strategy consists of three parts, namely investment excellence, operational efficiency, and effective sales and marketing initiatives. Generating 
the best long-term, risk-adjusted returns for investors is the division’s primary focus. To this end, the division will continue to prioritise the investment team’s performance 
while managing operational risks and processes. Increasing brand awareness, particularly in the retail investor market, continues to be a key focus area for the marketing 
team, which allows the division to benefit from a growing investor base.

PSG Insure provides simple and cost-effective short-term insurance solutions to clients, protecting them from unforeseen events. Building critical expertise across 
underwriting, administration and adviser teams underpins the focus on providing value-added products that meet and exceed clients’ expectations. The division continues 
to invest in its claims and administration departments. This is to build scale and unlock operational efficiencies while freeing up valuable time for our top-calibre advisers 
to focus on client relationships, especially on the commercial lines side of the business. The entrepreneurial best-of-breed partnership model in place with our advisers allows 
our advisers to operate their own businesses independently under the PSG brand and benefit from the central services provided. Key central services include compliance, 
finance, human resources (HR), IT, marketing and risk management.

Building a cost-efficient and scalable business is a key priority for the board. As such, management pays careful attention to the group’s cost structure as each division 
expands. The management team is committed to continuously invest in technology as a key enabler to achieve efficiency, automation and, ultimately, our growth objectives.

CORPORATE ACTIVITY

During the period under review, the company entered into negotiations regarding a potential acquisition. If it had been successfully concluded, based on the indicative 
transaction value, it would have qualified as a Category 2 transaction under the JSE Listings Requirements. Shareholders were advised, on 7 September 2018, that following 
a detailed due diligence investigation of this opportunity and lengthy negotiations, the parties were not able to agree on terms which would, in the view of the board, be 
in the long-term best interests of PSG Konsult’s various stakeholders. 

PSG Konsult’s focus remains on organic growth, although it will consider acquisitions that meet its investment criteria, which require, inter alia, acceptable pricing, a 
compelling strategic rationale, clearly definable synergies and ease of integration. 

In line with our organic growth strategy, we concluded a few smaller earnings-accretive adviser acquisition transactions. The transactions were funded from existing cash 
resources and are aligned with our aim of identifying opportunities that will either expand our adviser footprint or enhance our overall client service offering.  
The transactions were seamlessly integrated into PSG Konsult’s existing business operations and management believes these will contribute positively to the long-term 
organic growth of the firm.
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PSG Insure

The acquisition of AIFA’s commercial and industrial insurance brokerage business was completed effective 1 June 2018. The acquired business is made up of 82 advisers and in 
excess of 31 000 clients, which was integrated into the group’s distribution network of PSG Insure advisers. This transaction enhances PSG Insure’s footprint across South Africa 
and is already contributing to the group’s profitability. All costs incurred in setting up the required office infrastructure to implement this transaction have been fully expensed.

The effective date of the acquisition of the remainder of the personal lines short-term insurance face-to-face advisory insurance brokerage business from AIFA is still 
expected to be concluded during the latter part of the 2019 financial year.

The Western Group’s short- and long-term insurance licences in Botswana were approved during July 2018. The business is expected to become profitable in the medium term.

CAPITAL MANAGEMENT

PSG Konsult is strongly capitalised and complies with the more stringent capital requirements of Solvency Assessment and Management (SAM), which became  
effective 1 July 2018. On 23 July 2018, our strong financial position was again affirmed in the long- and short-term investment grade national scale ratings assigned  
to PSG Konsult by rating agency Global Credit Rating Co. (GCR) of A-(ZA) and A1-(ZA) respectively, with a stable outlook. Other than the R100 million notes currently  
issued under the Domestic Medium Term Note (DMTN) programme, the group has no material interest-bearing debt and always maintains solid capital buffers. Our strong 
cash flow and low debt position allow us to use several levers to optimise risk-adjusted returns for our shareholders.

SHAREHOLDERS

The company’s demonstrable track record on executing and delivering on our strategic goals has enabled us to further expand our institutional shareholder base.

PEOPLE

PSG Konsult had 239 offices and 2 734 employees as at 31 August 2018, which included 862 wealth and insure advisers. In addition, we also have 418 professional 
associates (accountants and attorneys). During the six month period under review, the number of PSG advisers increased by 78 through a combination of organic growth 
and selected acquisitions, including the AIFA acquisition by PSG Insure. We believe strongly in building our own future talent and are confident that the investment in our 
people will allow us to continue to prosper.

REGULATORY LANDSCAPE AND RISK MANAGEMENT

PSG Konsult, which has 24 regulatory licences (15 in South Africa and 9 in foreign jurisdictions), continues to foster good relationships with the regulators in the markets 
in which it operates.

AWARDS AND INDUSTRY ACCOLADES

The group is proud of the following milestones, achievements and industry awards:

PSG Wealth

• Ranked third overall in the 2018 Intellidex Wealth Manager of the Year competition. The division was further awarded first place in the successful entrepreneur 
archetype, and second place in the international wealthy family archetype.

• Ranked among the top five asset managers in the Morningstar South African Ratings Analysis and was the top-ranked multi-manager in the June 2018 quarterly survey. 

PSG Asset Management

• Runner-up in the 2018 Raging Bull awards for South African Management Company of the Year.
• Top two manager in the Plexcrown Survey and among the top five in the Morningstar South African Ratings Analysis.

PSG Insure

• National Broker of the Year for Agricultural Business and Agricultural Award for Performance Excellence (Asset and Crop Combined) at the 2018 Santam National 
Broker Awards.

MARKETING

Marketing initiatives are important to the group’s goal of becoming a leader in the financial services industry.

During the period under review, the specialist marketing team embarked on its strategy of cost-efficient brand building through online advertising and search campaigns. 
This was supported by increased activity on select social media platforms. The combined result has meant an increase in lead generation, traffic to the website and our social 
media following.

Enhancing the quality of our media presence through public relations remains a constant focus. Through times of political and economic uncertainty we have also continued 
to focus our efforts on client interaction through tailored events.

PSG has steadily increased both the quality and quantity of communications from world-class industry research for the savvy client to investor education for young savers. 
Clients can now choose which communications they wish to receive through the introduction of a subscription management tool.

INFORMATION TECHNOLOGY

As a group we are dedicated to providing outstanding outcomes for our clients. By focusing on simple-to-use, stable, client-centric solutions we are committed to delivering 
a great digital experience.

We continue to explore new and better ways to improve all our services based on objective data and feedback to make it easy for clients to access products in a way that 
best suits them.
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LOOKING FORWARD

We continue to monitor all actions that stem from the current corporate, political and economic climate, and the associated impact on our clients and other stakeholders. 

The group’s aim remains to service existing clients in an integrated manner that is seamless and market leading, as well as to gain new clients. Several initiatives are in place 
to ensure this continues. The group’s focus on products, platforms and client service excellence, through the quality of its advice process, works. As such, the prospects for 
continued growth remain compelling. 

The cash-generative nature of the business gives PSG Konsult several options for funding business growth initiatives. These are ultimately aimed at enhancing our overall 
client experience.

The group will continue to prioritise organic growth in our current selected markets where we have relatively low, but rapidly expanding, market shares. The group’s capital 
position adequately considers our current growth plans. 

EVENTS AFTER REPORTING DATE

No event material to the understanding of these results has occurred between 31 August 2018 and the date of approval of the condensed consolidated interim financial 
statements. 

DIVIDEND

Given our continued confidence in business prospects, the board decided to approve and declare an interim gross dividend of 7.0 cents per share from income reserves for 
the six months ended 31 August 2018 (2017: 5.7 cents per share), which represents a 23% increase from the previous interim period. The group’s dividend payout ratio 
remains at the low end of the dividend payout policy range announced at the time of listing.

The dividend is subject to a South African dividend withholding tax (DWT) rate of 20%, unless the shareholder is exempt from paying dividends tax or is entitled to a reduced 
rate in terms of the applicable double-tax agreement. Including DWT results in a net dividend of 5.6 cents per share. The number of issued ordinary shares is 1 342 242 208 at 
the date of this declaration. PSG Konsult’s income tax reference number is 9550/644/07/5.

The following are the salient dates in relation to the dividend:

Last day to trade (cum dividend) Tuesday, 30 October 2018

Trading ex dividend commences Wednesday, 31 October 2018 

Record date Friday, 2 November 2018

Date of payment Monday, 5 November 2018

Share certificates may not be dematerialised or rematerialised between Wednesday, 31 October 2018, and Friday, 2 November 2018, both days included.

The board would like to extend its gratitude to stakeholders, including shareholders, advisers, clients, business partners, management and employees, for their efforts  
and contributions during the past six months.

On behalf of the board

Willem Theron Francois Gouws
Chairman Chief executive officer

Tyger Valley 
11 October 2018

www.psg.co.za
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as at 31 August and 28 February 2018

Notes

Unaudited
as at

31 Aug 18
R000

Unaudited
as at

31 Aug 17
R000

Audited
as at

28 Feb 18
R000

ASSETS
Intangible assets  1 125 274  1 006 595  1 027 805 
Property and equipment  71 552  48 620  74 286 
Investment in joint ventures  1 238  1 133  1 094 
Deferred income tax assets  86 305  80 435  102 091 
Equity securities  2 520 607  2 104 693  2 321 482 
Debt securities  2 878 932  3 943 613  2 582 815 
Unit-linked investments  48 718 417  40 849 291  42 196 090 
Investment in investment contracts  17 414  16 323  14 798 
Loans and advances  111 404  125 099  134 202 
Derivative financial instruments  17 105  13 005  8 854 
Reinsurance assets  70 241  80 283  80 544 
Deferred acquisition costs  5 671  4 393  4 820 
Receivables including insurance receivables  1 807 997  1 700 815  1 904 775 
Current income tax assets  21 602  19 621  39 089 
Cash and cash equivalents (including money market funds)  1 769 571  1 455 880  1 920 626 
Assets held for sale 8  16 980  –  – 
Total assets  59 240 310  51 449 799  52 413 371 

EQUITY
Equity attributable to owners of the parent
Stated capital  1 908 804  1 903 517  1 908 804 
Treasury shares  (177 196)  (176 612)  (192 247) 
Other reserves  (361 177)  (383 160)  (386 722) 
Retained earnings  1 294 829  968 177  1 175 226 

 2 665 260  2 311 922  2 505 061 
Non-controlling interest  256 272  212 875  235 654 
Total equity  2 921 532  2 524 797  2 740 715 

LIABILITIES
Insurance contracts  489 480  524 572  542 709 
Deferred income tax liabilities  30 153  21 196  18 894 
Borrowings  102 960  109 101  103 695 
Derivative financial instruments  20 056  14 854  16 857 
Investment contracts 6  26 219 315  24 767 685  24 278 949 
Third-party liabilities arising on consolidation of mutual funds  27 311 201  21 603 419  22 585 256 
Deferred reinsurance acquisition revenue  4 993  3 663  3 681 
Trade and other payables  2 123 249  1 873 675  2 116 527 
Current income tax liabilities  10 466  6 837  6 088 
Liabilities held for sale 8  6 905 – –
Total liabilities  56 318 778  48 925 002  49 672 656 

Total equity and liabilities  59 240 310  51 449 799  52 413 371 

Net asset value per share (cents)  202.0  175.3  190.1 
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CONDENSED CONSOLIDATED INCOME STATEMENT 
for the six months ended 31 August and the year ended 28 February 2018

Unaudited
Six months

ended
31 Aug 18

R000

Unaudited
Six months 

ended
31 Aug 17

R000

Audited
Year ended
28 Feb 18

R000

Gross written premium  604 427  596 679  1 181 333 
Less: Reinsurance written premium  (163 945)  (146 555)  (296 740) 
Net written premium  440 482  450 124  884 593 
Change in unearned premium
– Gross  32 156  23 324  28 477 
– Reinsurers’ share  2 696  (2 617)  (4 033) 
Net insurance premium revenue  475 334  470 831  909 037 
Commission and other fee income  1 577 267  1 398 828  2 880 635 
Interest income on amortised cost financial instruments 92 975 81 760 197 328
Interest income on fair value through profit or loss financial instruments 598 219 507 049 1 006 048
Dividend income 107 451 174 653 423 476
Net fair value gains and losses on financial instruments  3 067 585  1 746 493  2 053 793 
Fair value adjustment to investment contract liabilities  (1 778 571)  (1 185 456)  (1 654 563) 
Fair value adjustment to third-party liabilities  (1 943 853)  (1 176 449)  (1 722 789) 
Other operating income  109 832  89 027  110 675 
Total income  2 306 239  2 106 756  4 203 640 

Insurance claims and loss adjustment expenses  (376 842)  (431 306)  (816 429) 
Insurance claims and loss adjustment expenses recovered from reinsurers  75 056  95 448  187 368 
Net insurance benefits and claims  (301 786)  (335 858)  (629 061) 
Commission paid  (716 188)  (631 698)  (1 199 447) 
Depreciation and amortisation1  (40 099)  (34 591)  (69 725) 
Employee benefit expenses  (461 047)  (393 477)  (825 668) 
Marketing, administration and other expenses  (332 499)  (307 537)  (571 842) 
Total expenses  (1 851 619)  (1 703 161)  (3 295 743) 

Share of profits/(losses) of joint ventures  144  (45)  (84) 
Total profit/(loss) from joint ventures  144  (45)  (84) 

Profit before finance costs and taxation  454 764  403 550  907 813 
Finance costs  (21 498)  (24 151)  (38 941) 
Profit before taxation  433 266  379 399  868 872 
Taxation  (127 009)  (119 273)  (256 221) 
Profit for the period  306 257  260 126  612 651 

Attributable to:
Owners of the parent  281 849  239 366  566 476 
Non-controlling interest  24 408  20 760  46 175 

 306 257  260 126  612 651 

Earnings per share (cents)
Attributable (basic)  21.4  18.2  43.0 
Attributable (diluted)  21.2  18.1  42.6 
Headline and recurring headline (basic)  21.5  18.2  43.0 
Headline and recurring headline (diluted)  21.3  18.1  42.6 

1 Includes amortisation cost of R25.3 million (31 Aug 2017: R22.7 million; 28 Feb 2018: R45.6 million).
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the six months ended 31 August and the year ended 28 February 2018

Unaudited
Six months 

ended
31 Aug 18

R000

Unaudited
Six months 

ended
31 Aug 17

R000

Audited
Year ended
28 Feb 18

R000

Profit for the period  306 257  260 126  612 651 

Other comprehensive income for the period, net of taxation  5 855  (1 494)  (1 851) 
To be reclassified to profit or loss:
Currency translation adjustments  5 855  (1 494)  (1 851) 

Total comprehensive income for the period  312 112  258 632  610 800 

Attributable to:
Owners of the parent  287 704  237 872  564 625 
Non-controlling interest  24 408  20 760  46 175 

 312 112  258 632  610 800 

EARNINGS AND HEADLINE EARNINGS PER SHARE
for the six months ended 31 August and the year ended 28 February 2018

Unaudited
Six months 

ended
31 Aug 18

R000

Unaudited
Six months 

ended
31 Aug 17

R000

Audited
Year ended
28 Feb 18

R000

Headline earnings  283 146  239 275  566 396 
Recurring  283 146  239 275  566 396 
Non-recurring –  –  – 

Non-headline items (net of non-controlling interest and related tax effect)
(Loss)/profit on disposal of intangible assets (including goodwill)  (1 437)  18  (148) 
Other  140  73  228 
Profit attributable to ordinary shareholders  281 849  239 366  566 476 

Earnings per share (cents)
Attributable (basic)  21.4  18.2  43.0 
Attributable (diluted)  21.2  18.1  42.6 
Headline and recurring headline (basic)  21.5  18.2  43.0 
Headline and recurring headline (diluted)  21.3  18.1  42.6 

Number of shares (millions)
In issue (net of treasury shares)  1 319.3  1 318.6  1 317.5 
Weighted average (net of treasury shares)  1 318.0  1 314.5  1 317.6 
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the six months ended 31 August and the year ended 28 February 2018

Attributable to equity holders of the group

Stated
capital

R000

Treasury 
shares
R000

Other
reserves

R000

Retained
earnings

R000

Non-
controlling

interest
R000

Total
R000

Balance at 1 March 2017 (Audited)  1 749 505  (59 206)  (399 700)  862 689  197 212  2 350 500 

Comprehensive income
Profit for the period  –  –  –  239 366  20 760  260 126 
Other comprehensive income for the period  –  –  (1 494)  –  –  (1 494) 
Total comprehensive income for the period  –  –  (1 494)  239 366  20 760  258 632 
Transactions with owners  154 012  (117 406)  18 034  (133 878)  (5 097)  (84 335) 
Issue of ordinary shares  154 012  –  –  –  –  154 012 
Share-based payment costs  –  –  18 034  –  –  18 034 
Net movement in treasury shares  –  (117 406)  –  –  –  (117 406) 
Dividends paid  –  –  –  (133 878)  (5 097)  (138 975) 

Balance at 31 August 2017 (Unaudited)  1 903 517  (176 612)  (383 160)  968 177  212 875  2 524 797 

Comprehensive income
Profit for the period  –  –  –  327 110  25 415  352 525 
Other comprehensive income for the period  –  –  (357)  –  –  (357) 
Total comprehensive income for the period  –  –  (357)  327 110  25 415  352 168 
Transactions with owners  5 287  (15 635)  (3 205)  (120 061)  (2 636)  (136 250) 
Issue of ordinary shares  5 287  –  –  –  –  5 287 
Share-based payment costs  –  –  18 045  –  –  18 045 
Capital contribution by non-controlling interest  –  –  –  –  432  432 
Net movement in treasury shares  –  (9 382)  –  –  –  (9 382) 
Equity-settled share-based payments  –  –  (21 250)  (51 108)  –  (72 358) 
Release of profits from treasury shares to  
retained earnings  –  (6 253)  –  6 253  –  – 
Dividends paid  –  –  –  (75 206)  (3 068)  (78 274) 

Balance at 28 February 2018 (Audited)  1 908 804  (192 247)  (386 722)  1 175 226  235 654  2 740 715 

Comprehensive income
Profit for the period  –    –    –    281 849  24 408  306 257 
Other comprehensive income for the period  –    –    5 855  –    –    5 855 
Total comprehensive income for the period  –    –    5 855  281 849  24 408  312 112 
Transactions with owners  –    15 051  19 690  (162 246)  (3 790)  (131 295) 
Share-based payment costs  –    –    19 690  –    –    19 690 
Net movement in treasury shares1  –    15 051  –    –    –    15 051 
Dividends paid  –    –    –    (162 246)  (3 790)  (166 036) 

Balance at 31 August 2018 (Unaudited)  1 908 804  (177 196)  (361 177)  1 294 829  256 272  2 921 532 

1 The net movement in treasury shares relates to the release of shares to staff by the share trust in order to fulfil the deferred bonus obligations.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
for the six months ended 31 August and the year ended 28 February 2018

Notes

Unaudited
Six months 

ended
31 Aug 18

R000

Restated
Unaudited
Six months 

ended
31 Aug 17

R000

Audited
Year ended
28 Feb 18

R000

Cash flows from operating activities
Cash utilised in operations  (583 350)  (489 097)  (487 401)
Interest income  691 194  588 809  1 203 376 
Dividend income  107 451  174 653  423 476 
Finance costs  (13 566)  (15 370)  (23 105)
Taxation paid  (87 075)  (99 081)  (276 860)
Operating cash flows before policyholder cash movement  114 654  159 914  839 486 
Policyholder cash movement  5 363  41 231  (13 238)
Net cash flow from operating activities  120 017  201 145  826 248 

Cash flows from investing activities
Acquisition of subsidiaries and businesses 9.1 (23 224)  –  – 
Disposal of subsidiaries and businesses 9.2 (17 182)  –  – 
Acquisition of intangible assets  (75 381)  (33 657)  (68 497)
Purchases of property and equipment  (13 021)  (7 166)  (45 321)
Other  2 721  726  860 
Net cash flow from investing activities  (126 087)  (40 097)  (112 958)

Cash flows from financing activities
Dividends paid  (166 036)  (138 975)  (217 249)
Advance of borrowings –  100 000  100 000 
Shares issued –  66 623  70 339 
Holding company’s treasury shares sold by subsidiary  15 051  144 976  172 170 
Purchase of holding company’s treasury shares –  (262 382)  (298 958)
Other  (784)  (1 678)  (3 180)
Net cash flow from financing activities  (151 769)  (91 436)  (176 878)

Net (decrease)/increase in cash and cash equivalents  (157 839)  69 612  536 412 
Cash and cash equivalents at beginning of the period  1 920 626  1 385 542  1 385 542 
Exchange gains/(losses) on cash and cash equivalents  9 212  726  (1 328)
Cash and cash equivalents at end of the period1 9.4  1 771 999  1 455 880  1 920 626 

1 Includes the following:

 Clients’ cash linked to investment contracts  6 337  55 443  974 
 Other client-related balances  309 491  242 984  353 759 

 315 828  298 427  354 733 

Notes to the statement of cash flow:
The movement in cash utilised in operations can vary significantly as a result of daily fluctuations in cash linked to investment contracts, cash held by the stockbroking 
business and cash utilised for the loan facility obtained by the group on the loan facilities provided to clients on their share portfolios at PSG Securities Limited.  
PSG Life Limited, the group’s linked insurance company, issues linked policies to policyholders (where the value of policy benefits is directly linked to the fair value of the 
supporting assets). When these policies mature, the company raises a debtor for the money receivable from the third-party investment provider, and raises a creditor for 
the amount owing to the client. Timing difference occurs at month-end when the money was received from the third-party investment provider, but only paid out by the 
company after month-end, resulting in significant fluctuations in the working capital of the company. Similar working capital fluctuations occur at PSG Securities Limited, 
the group’s stockbroking business, mainly due to the timing of the close of the JSE in terms of client settlements. Refer to note 5.7 for the impact of the client-related 
balances on the cash flows from operating activities.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018

1. REPORTING ENTITY

PSG Konsult Limited is a public company domiciled in the Republic of South Africa. The condensed consolidated interim financial statements as at and for the 
six months ended 31 August 2018, comprise the company and its subsidiaries (together referred to as ‘the group’) and the group’s interest in joint ventures.

2. BASIS OF PREPARATION

Statement of compliance

The condensed consolidated interim financial statements as at and for the six months ended 31 August 2018 have been prepared in accordance with the 
requirements of the JSE Limited (JSE) and the requirements of the Companies Act, No. 71 of 2008, as amended, applicable to condensed financial statements. 
The JSE requires condensed financial statements to be prepared in accordance with the framework concepts and the measurement and recognition requirements 
of International Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee and Financial 
Pronouncements as issued by the Financial Reporting Standards Council and to also, as a minimum, contain the information required by IAS 34 – Interim 
financial reporting. The condensed consolidated interim financial statements do not include all of the information required for full annual financial statements 
and should be read in conjunction with the consolidated financial statements of the group as at and for the year ended 28 February 2018. Any forecast financial 
information is the responsibility of the board of PSG Konsult Limited and has not been reviewed or reported on by the auditors. The comparative consolidated 
statement of cash flows and related segment information was restated, refer to note 14 for further details.

These condensed consolidated interim financial statements were prepared under the supervision of the chief financial officer, Mike Smith, CA(SA). 

Estimates and judgements

In preparing these condensed consolidated interim financial statements, the significant judgements made by management in applying the group’s accounting 
policies and the key sources of estimation uncertainty were the same as those that applied to the consolidated annual financial statements for the year ended 
28 February 2018.

3. INDEPENDENT REVIEW

The condensed consolidated interim financial statements are the responsibility of the board of directors of the company.

Neither these condensed consolidated interim financial statements, nor any reference to future financial performance included in this results announcement, 
have been reviewed or reported on by the company’s external auditor, PricewaterhouseCoopers Inc.

4. ACCOUNTING POLICIES
The accounting policies applied in the preparation of these condensed consolidated interim financial statements are in terms of IFRS and are consistent with 
those accounting policies applied in the preparation of the previous consolidated annual financial statements as at and for the year ended 28 February 2018, 
except for the mandatory adoption of IFRS 9 – Financial instruments and IFRS 15 – Revenue from contracts with customers. The group has applied both 
standards retrospectively without restating comparative figures. Refer to note 15 for further detail.

5. SEGMENT INFORMATION
The composition of the reportable segments represents the internal reporting structure and the monthly reporting to the chief operating decision-maker (CODM). 
The CODM for the purpose of IFRS 8 – Operating segments has been identified as the chief executive officer, supported by the group management committee 
(Manco). The group’s internal reporting structure is reviewed in order to assess performance and allocate resources. The group is organised into three reportable 
segments, namely:
• PSG Wealth – deriving income mainly from total managed assets and total platform assets
• PSG Asset Management – deriving income mainly from total assets under management and administration
• PSG Insure – deriving income mainly from written premiums and underwriting

Corporate support costs refer to a variety of services and functions that are performed centrally for the individual business units within each business segment, 
as well as housing the group’s executive office. Besides the traditional accounting and secretarial services provided to group divisions and subsidiaries, the 
corporate office also provides legal, risk, IT, marketing, HR, payroll, internal audit and corporate finance services. The strategic elements of IT, in terms of both 
services and infrastructure, are also centralised in the corporate office. The corporate costs are allocated to the three reportable segments.

5.1 Description of business segments

PSG Wealth, which consists of five business units – Distribution, Securities, LISP and Life Platform, Multi Management and Employee Benefits –  
is designed to meet the needs of individuals, families and businesses. Through its highly skilled wealth managers, PSG Wealth offers a wide range of 
personalised services (including portfolio management, stockbroking, local and offshore investments, estate planning, financial planning, local and offshore 
fiduciary services, multi-managed solutions and retirement products). The Wealth offices are fully equipped to deliver a high-quality personal service to 
customers. 

PSG Asset Management is an established investment management company with a proven investment track record. It offers investors a simple, but 
comprehensive range of local and global investment products. The division’s products include both local and international unit trust funds. 

PSG Insure, through its registered insurance brokers and PSG’s short-term insurance company, Western National Insurance Company Limited, offers a full 
range of tailor-made short-term insurance products and services from personal (home, car and household insurance) to commercial (business and agri-
insurance) requirements. To harness the insurance solutions available to customers effectively, the division’s expert insurance specialists, through a strict 
due diligence process, will simplify the selection process for the most appropriate solution for its clients. In addition to the intermediary services which 
PSG Insure offers; PSG Short-Term Administration supports clients through the claim process, administrative issues and general policy maintenance, 
including an annual reappraisal of their portfolio. 
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5. SEGMENT INFORMATION (continued)

5.1 Description of business segments (continued)

The CODM considers the performance of reportable segments based on total core income as a measure of growth and headline earnings as  
a measure of profitability. In order to evaluate the core results of the group, the CODM segregates the income statement by eliminating the impact of the 
linked investment policies issued and the consolidation of the collective investment schemes from the core operations in the group.

A subsidiary of the group, PSG Life Limited, is a linked insurance company and issues linked policies to policyholders (where the value of policy benefits 
is directly linked to the fair value of the supporting assets), and as such does not expose the group to the market risk of fair value adjustments on the 
financial asset as this risk is assumed by the policyholder. 

The group consolidates collective investment schemes, in terms of IFRS 10 – Consolidated financial statements, over which the group has control.  
The consolidation of these funds does not impact total earnings, comprehensive income, shareholders’ funds or the net asset value of the group; 
however, it requires the group to recognise the income statement impact as part of that of the group.

5.2 Headline earnings per reportable segment

Headline earnings
Wealth

R000

Asset 
Management

R000
Insure

R000
Total
R000

For the six months ended 31 August 2018 
(Unaudited)
Headline earnings1  159 787  87 212  36 147  283 146 
– recurring  159 787  87 212  36 147  283 146 
– non-recurring – – – –

For the six months ended 31 August 2017 
(Unaudited)
Headline earnings1  149 923  56 829  32 523  239 275 
– recurring  149 923  56 829  32 523  239 275 
– non-recurring  –  –  –  – 

For the year ended 28 February 2018 
(Audited)
Headline earnings1  339 129  155 825  71 442  566 396 
– recurring  339 129  155 825  71 442  566 396 
– non-recurring  –  –  –  – 

1 Headline earnings, calculated in terms of the requirements stipulated in Circular 4/2018 as issued by SAICA, comprise recurring and non-recurring headline earnings. Recurring headline earnings 
are calculated by excluding non-recurring headline earnings to increase comparability of the performance of the group from one year to another. Non-recurring headline earnings include one-off 
gains and losses and the resulting tax charge on these items.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018



27

5. SEGMENT INFORMATION (continued)

5.3 Income per reportable segment

For the six months ended 31 August 2018 
(Unaudited)

Wealth
R000

Asset 
Management

R000
Insure

R000
Total
R000

Total IFRS reported income  1 149 492  290 090  866 657  2 306 239 

Linked investment business and other income  (28 263)  –    –    (28 263) 

Total core income  1 121 229  290 090  866 657  2 277 976 

Total segment income  1 406 531  438 929  881 587  2 727 047 
Intersegment income  (285 302)  (148 839)  (14 930)  (449 071) 

For the six months ended 31 August 2017 
(Unaudited)

Wealth
R000

Asset 
Management

R000
Insure
R000

Total
R000

Total IFRS reported income  1 100 874  219 452  786 430  2 106 756 

Linked investment business and other income  (44 740)  –  –  (44 740) 

Total core income  1 056 134  219 452  786 430  2 062 016 

Total segment income  1 358 226  371 025  800 513  2 529 764 
Intersegment income  (302 092)  (151 573)  (14 083)  (467 748) 

For the year ended 28 February 2018  
(Audited)

Wealth
R000

Asset 
Management

R000
Insure
R000

Total
R000

Total IFRS reported income  2 133 530  527 188  1 542 922  4 203 640 

Linked investment business and other income  (3 332)  –  –  (3 332) 

Total core income  2 130 198  527 188  1 542 922  4 200 308 

Total segment income  2 931 355  825 512  1 593 439  5 350 306 
Intersegment income  (801 157)  (298 324)  (50 517)  (1 149 998) 

Other information provided to the CODM is measured in a manner consistent with that of the financial statements.
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5. SEGMENT INFORMATION (continued)

5.4 Divisional income statements

The profit or loss information follows a similar format to the consolidated income statement. The divisional income statements reflect the core business 
operations of the group.

For the six months ended 31 August 2018 
(Unaudited)

Wealth
R000

Asset 
Management

R000
Insure

R000
Total
R000

Total income  1 121 229  290 090  866 657  2 277 976 
Total expenses  (877 102)  (174 710)  (787 487)  (1 839 299)

 244 127  115 380  79 170  438 677 
Total profit from joint ventures – –  144  144 
Profit before finance costs and taxation  244 127  115 380  79 314  438 821 
Finance costs1  (13 364)  (167)  (35)  (13 566)
Profit before taxation  230 763  115 213  79 279  425 255 
Taxation  (67 778)  (28 001)  (23 219)  (118 998)
Profit for the period  162 985  87 212  56 060  306 257 

Attributable to:
Owners of the parent  159 841  87 212  34 796  281 849 
Non-controlling interest  3 144 –  21 264  24 408 

 162 985  87 212  56 060  306 257 

Headline and recurring headline earnings  159 787  87 212  36 147  283 146 

For the six months ended 31 August 2017 
(Unaudited)

Wealth
R000

Asset 
Management

R000
Insure
R000

Total
R000

Total income  1 056 134  219 452  786 430  2 062 016 
Total expenses  (826 917)  (143 538)  (719 135)  (1 689 590)

 229 217  75 914  67 295  372 426 
Total loss from joint ventures  –  –  (45)  (45)
Profit before finance costs and taxation  229 217  75 914  67 250  372 381 
Finance costs1  (14 967)  (368)  (35)  (15 370)
Profit before taxation  214 250  75 546  67 215  357 011 
Taxation  (61 188)  (18 717)  (16 980)  (96 885)
Profit for the period  153 062  56 829  50 235  260 126 

Attributable to:
Owners of the parent  149 981  56 829  32 556  239 366 
Non-controlling interest  3 081  –  17 679  20 760 

 153 062  56 829  50 235  260 126 

Headline and recurring headline earnings  149 923  56 829  32 523  239 275 

1 Finance costs in the PSG Wealth division include the finance charge on the funding utilised to provide loan facilities to clients on their share portfolios at PSG Securities (secured by the underlying 
JSE Top 100 equity securities held in excess of four times the value of the loan facilities) for which PSG Wealth receives a margin. The finance costs of R13.4 million (31 Aug 2017: R15.0 million) 
consist of R4.6 million (31 Aug 2017: R5.5 million) on the loan funding, with the remaining portion of the finance charge on the CFD margin and the bank overdrafts.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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5. SEGMENT INFORMATION (continued)

5.4 Divisional income statements (continued)

For the year ended 28 February 2018  
(Audited)

Wealth
R000

Asset 
Management

R000
Insure
R000

Total
R000

Total income  2 130 198  527 188  1 542 922  4 200 308 
Total expenses  (1 618 621)  (314 333)  (1 391 731)  (3 324 685)

 511 577  212 855  151 191  875 623 
Total loss from joint ventures  –  –  (84)  (84)
Profit before finance costs and taxation  511 577  212 855  151 107  875 539 
Finance costs1  (22 504)  (540)  (61)  (23 105)
Profit before taxation  489 073  212 315  151 046  852 434 
Taxation  (142 496)  (56 460)  (40 827)  (239 783)
Profit for the year  346 577  155 855  110 219  612 651 

Attributable to:
Owners of the parent  339 031  155 855  71 590  566 476 
Non-controlling interest  7 546  –  38 629  46 175 

 346 577  155 855  110 219  612 651 

Headline and recurring headline earnings  339 129  155 825  71 442  566 396 

1 Finance costs in the PSG Wealth division include the finance charge on the funding utilised to provide loan facilities to clients on their share portfolios at PSG Securities (secured by the underlying 
JSE Top 100 equity securities held in excess of four times the value of the loan facilities) on which PSG Wealth receives a margin. The finance costs of R22.5 million consist of R8.0 million on the 
loan funding, with the remaining portion of the finance charge on the CFD margin and the bank overdrafts.
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5. SEGMENT INFORMATION (continued)

5.5 Statement of financial position (client vs own)

In order to evaluate the consolidated financial position of the group, the CODM segregates the statement of financial position of the group between 
own balances and client-related balances.

Client-related balances represent the investment contract liabilities and related linked client assets of PSG Life Limited, the broker and clearing accounts, 
and the settlement control accounts of the stockbroking business, the collective investment schemes consolidated under IFRS 10 – Consolidated 
financial statements and corresponding third-party liabilities, the short-term claim control accounts and related bank accounts, as well as the contracts 
for difference assets and related liabilities.

As at 31 August 2018 (Unaudited)

Total
IFRS

reported
R000

Own
balances

R000

Client-
related

balances
R000

ASSETS
Equity securities  2 520 607  17 689  2 502 918 
Debt securities  2 878 932  38 828  2 840 104 
Unit-linked investments  48 718 417  780 448  47 937 969 
Investment in investment contracts  17 414 –  17 414 
Receivables including insurance receivables  1 807 997  347 765  1 460 232 
Derivative financial instruments  17 105  –    17 105 
Cash and cash equivalents (including money market funds)  1 769 571  1 453 743  315 828 
Other assets1  1 510 267  1 510 267  –   
Total assets  59 240 310  4 148 740  55 091 570 

EQUITY
Equity attributable to owners of the parent  2 665 260  2 665 260 –
Non-controlling interest  256 272  256 272 –
Total equity  2 921 532  2 921 532 –

LIABILITIES
Borrowings2  102 960  1 683  101 277 
Investment contracts  26 219 315 –  26 219 315 
Third-party liabilities arising on consolidation of mutual funds  27 311 201 –  27 311 201 
Derivative financial instruments  20 056 –  20 056 
Trade and other payables  2 123 249  683 528  1 439 721 
Other liabilities3  541 997  541 997 –
Total liabilities  56 318 778  1 227 208  55 091 570 

Total equity and liabilities  59 240 310  4 148 740  55 091 570 

1 Other assets consist of property and equipment, intangible assets, investment in joint ventures, current and deferred income tax assets, loans and advances, reinsurance assets, deferred acquisition 
costs and assets held for sale.

2 The DMTN programme funding raised in order to internally fund the clients’ Scriptfin loans has been reflected under client-related balances.
3 Other liabilities consist of deferred reinsurance acquisition revenue, current and deferred income tax liabilities, insurance contracts and liabilities held for sale.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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5. SEGMENT INFORMATION (continued)

5.5 Statement of financial position (client vs own) (continued)

As at 31 August 2017 (Unaudited)

Total
IFRS

reported
R000

Own
balances

R000

Client-
related

balances
R000

ASSETS
Equity securities  2 104 693  16 631  2 088 062 
Debt securities  3 943 613  90 943  3 852 670 
Unit-linked investments  40 849 291  642 133  40 207 158 
Investment in investment contracts  16 323  –  16 323 
Receivables including insurance receivables  1 700 815  334 464  1 366 351 
Derivative financial instruments  13 005  –  13 005 
Cash and cash equivalents (including money market funds)  1 455 880  1 157 453  298 427 
Other assets1  1 366 179  1 366 179  – 
Total assets  51 449 799  3 607 803  47 841 996 

EQUITY
Equity attributable to owners of the parent  2 311 922  2 311 922  – 
Non-controlling interest  212 875  212 875  – 
Total equity  2 524 797  2 524 797  – 

LIABILITIES
Borrowings2  109 101  4 239  104 862 
Investment contracts  24 767 685  –  24 767 685 
Third-party liabilities arising on consolidation of mutual funds  21 603 419  –  21 603 419 
Derivative financial instruments  14 854  –  14 854 
Trade and other payables  1 873 675  522 499  1 351 176 
Other liabilities3  556 268  556 268  – 
Total liabilities  48 925 002  1 083 006  47 841 996 

Total equity and liabilities  51 449 799  3 607 803  47 841 996 

1 Other assets consist of property and equipment, intangible assets, investment in joint ventures, current and deferred income tax assets, loans and advances, reinsurance assets and deferred 
acquisition costs.

2 The DMTN programme funding raised in order to internally fund the clients’ Scriptfin loans has been reflected under client-related balances.
3 Other liabilities consist of deferred reinsurance acquisition revenue, current and deferred income tax liabilities and insurance contracts.
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5. SEGMENT INFORMATION (continued)

5.5 Statement of financial position (client vs own) (continued)

As at 28 February 2018 (Audited)

Total
IFRS

reported
R000

Own
balances

R000

Client-
related

balances
R000

ASSETS
Equity securities  2 321 482  17 279  2 304 203 
Debt securities  2 582 815  50 974  2 531 841 
Unit-linked investments  42 196 090  629 630  41 566 460 
Investment in investment contracts  14 798  –  14 798 
Receivables including insurance receivables  1 904 775  310 491  1 594 284 
Derivative financial instruments  8 854  –  8 854 
Cash and cash equivalents (including money market funds)  1 920 626  1 565 893  354 733 
Other assets1  1 463 931  1 463 931  – 
Total assets  52 413 371  4 038 198  48 375 173 

EQUITY
Equity attributable to owners of the parent  2 505 061  2 505 061  – 
Non-controlling interest  235 654  235 654  – 
Total equity  2 740 715  2 740 715  – 

LIABILITIES
Borrowings2  103 695  2 467  101 228 
Investment contracts  24 278 949  –  24 278 949 
Third-party liabilities arising on consolidation of mutual funds  22 585 256  –  22 585 256 
Derivative financial instruments  16 857  –  16 857 
Trade and other payables  2 116 527  723 644  1 392 883 
Other liabilities3  571 372  571 372  – 
Total liabilities  49 672 656  1 297 483  48 375 173 

Total equity and liabilities  52 413 371  4 038 198  48 375 173 

1 Other assets consist of property and equipment, intangible assets, investment in joint ventures, current and deferred income tax assets, loans and advances, reinsurance assets and deferred 
acquisition costs.

2 The DMTN programme funding raised in order to internally fund the clients’ Scriptfin loans has been reflected under client-related balances.
3 Other liabilities consist of deferred reinsurance acquisition revenue, current and deferred income tax liabilities and insurance contracts.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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5. SEGMENT INFORMATION (continued)

5.6 Income statement (client vs own)

In order to evaluate the consolidated income statement of the group, the CODM segregates the income statement by eliminating the impact of the linked 
investment policies issued and the consolidation of the collective investment schemes from the core operations in the group.

For the six months ended 31 August 2018 (Unaudited)

Total
IFRS

reported
R000

Core
business

R000

Linked
investment

business
and other

R000

Commission and other fee income3  1 577 267  1 674 797  (97 530) 
Investment income4  798 645  99 467  699 178 
Net fair value gains and losses on financial instruments  3 067 585  9 133  3 058 452 
Fair value adjustment to investment contract liabilities  (1 778 571)  –    (1 778 571) 
Fair value adjustment to third-party liabilities  (1 943 853)  –    (1 943 853) 
Other1,3  585 166  494 579  90 587 
Total income  2 306 239  2 277 976  28 263 

Insurance claims and loss adjustment expenses  (376 842)  (376 842) –
Other2,3  (1 474 777)  (1 462 457)  (12 320) 
Total expenses  (1 851 619)  (1 839 299)  (12 320) 

Total profit from joint ventures  144  144 –
Profit before finance costs and taxation  454 764  438 821  15 943 
Finance costs  (21 498)  (13 566)  (7 932) 
Profit before taxation  433 266  425 255  8 011 
Taxation  (127 009)  (118 998)  (8 011) 
Profit for the period  306 257  306 257 –

Attributable to:
Owners of the parent  281 849  281 849 –
Non-controlling interest  24 408  24 408 –

 306 257  306 257 –

1 Other consists of net insurance premium revenue and other operating income.
2 Other consists of insurance claims and loss adjustment expenses recovered from reinsurers, commission paid, depreciation and amortisation, employee benefit expenses, marketing, administration 

and other expenses.
3 The linked investment business and other income statement includes the impact of the fees eliminated between the collective investment schemes (consolidated under IFRS 10 – Consolidated 

financial statements) and the collective investment scheme management company, PSG Collective Investments (RF) Limited.
4 Investment income consists of interest income on amortised cost financial instruments, interest income on fair value through profit or loss financial instruments and dividend income.



34

5. SEGMENT INFORMATION (continued)

5.6 Income statement (client vs own) (continued)

For the six months ended 31 August 2017 (Unaudited)

Total
IFRS

reported
R000

Core
business

R000

Linked
investment

business
and other

R000

Commission and other fee income3  1 398 828  1 472 949  (74 121) 
Investment income4  763 482  93 450  670 032 
Net fair value gains and losses on financial instruments  1 746 493  8 075  1 738 418 
Fair value adjustment to investment contract liabilities  (1 185 456)  –  (1 185 456) 
Fair value adjustment to third-party liabilities  (1 176 449)  –  (1 176 449) 
Other1,3  559 858  487 542  72 316 
Total income  2 106 756  2 062 016  44 740 

Insurance claims and loss adjustment expenses  (431 306)  (430 080)  (1 226) 
Other2,3  (1 271 855)  (1 259 510)  (12 345) 
Total expenses  (1 703 161)  (1 689 590)  (13 571) 

Total loss from joint ventures  (45)  (45)  – 
Profit before finance costs and taxation  403 550  372 381  31 169 
Finance costs  (24 151)  (15 370)  (8 781) 
Profit before taxation  379 399  357 011  22 388 
Taxation  (119 273)  (96 885)  (22 388) 
Profit for the period  260 126  260 126  – 

Attributable to:
Owners of the parent  239 366  239 366  – 
Non-controlling interest  20 760  20 760  – 

 260 126  260 126  – 

1 Other consists of net insurance premium revenue and other operating income.
2 Other consists of insurance claims and loss adjustment expenses recovered from reinsurers, commission paid, depreciation and amortisation, employee benefit expenses, marketing, administration 

and other expenses.
3 The linked investment business and other income statement includes the impact of the fees eliminated between the collective investment schemes (consolidated under IFRS 10 – Consolidated 

financial statements) and the collective investment scheme management company, PSG Collective Investments (RF) Limited.
4 Investment income consists of interest income on amortised cost financial instruments, interest income on fair value through profit or loss financial instruments and dividend income.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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5. SEGMENT INFORMATION (continued)

5.6 Income statement (client vs own) (continued)

For the year ended 28 February 2018 (Audited)

Total
IFRS

reported
R000

Core
business

R000

Linked
investment

business
and other

R000

Commission and other fee income3  2 880 635  3 064 790  (184 155) 
Investment income4  1 626 852  191 200  1 435 652 
Net fair value gains and losses on financial instruments  2 053 793  16 972  2 036 821 
Fair value adjustment to investment contract liabilities  (1 654 563)  –  (1 654 563) 
Fair value adjustment to third-party liabilities  (1 722 789)  –  (1 722 789) 
Other1  1 019 712  927 346  92 366 
Total income  4 203 640  4 200 308  3 332 

Insurance claims and loss adjustment expenses  (816 429)  (816 429)  – 
Other2,3  (2 479 314)  (2 508 256)  28 942 
Total expenses  (3 295 743)  (3 324 685)  28 942 

Total loss from joint ventures  (84)  (84)  – 
Profit before finance costs and taxation  907 813  875 539  32 274 
Finance costs  (38 941)  (23 105)  (15 836) 
Profit before taxation  868 872  852 434  16 438 
Taxation  (256 221)  (239 783)  (16 438) 
Profit for the year  612 651  612 651  – 

Attributable to:
Owners of the parent  566 476  566 476  – 
Non-controlling interest  46 175  46 175  – 

 612 651  612 651  – 

1 Other consists of net insurance premium revenue and other operating income.
2 Other consists of insurance claims and loss adjustment expenses recovered from reinsurers, commission paid, depreciation and amortisation, employee benefit expenses, marketing, administration 

and other expenses.
3 The linked investment business and other income statement includes the impact of the fees eliminated between the collective investment schemes (consolidated under IFRS 10 – Consolidated 

financial statements) and the collective investment scheme management company, PSG Collective Investments (RF) Limited.
4 Investment income consists of interest income on amortised cost financial instruments, interest income on fair value through profit or loss financial instruments and dividend income.
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5. SEGMENT INFORMATION (continued)

5.7 Statement of cash flows (client vs own)

In order to assist the CODM to evaluate the consolidated statement of cash flows of the group, the statement of cash flows is segregated between cash 
flows relating to own balances and client-related balances.

For the six months ended 31 August 2018 (Unaudited) Notes

Total
IFRS

reported
R000

Own
balances

R000

Client-
related

balances
R000

Cash flows from operating activities  120 017  151 282  (31 265) 
Cash (utilised in)/generated by operations  (583 350)  171 615  (754 965) 
Interest income  691 194  97 868  593 326 
Dividend income  107 451  1 599  105 852 
Finance costs  (13 566)  (13 566) –
Taxation paid  (87 075)  (106 234)  19 159 
Policyholder cash movement  5 363 –  5 363 

Cash flows from investing activities  (126 087)  (118 447)  (7 640) 
Acquisition of subsidiaries and businesses 9.1 (23 224) (32 766)  9 542 
Disposal of subsidiaries and businesses 9.2  (17 182)  –    (17 182) 
Acquisition of intangible assets  (75 381)  (75 381)  –   
Other  (10 300)  (10 300)  –   

Cash flows from financing activities  (151 769)  (151 769)  –   

Net decrease in cash and cash equivalents  (157 839)  (118 934)  (38 905) 
Cash and cash equivalents at beginning of the period  1 920 626  1 565 893  354 733 
Exchange gains on cash and cash equivalents  9 212  9 212  –   
Cash and cash equivalents at end of the period 9.4  1 771 999  1 456 171  315 828 

NOTES TO THE CONDWENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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5. SEGMENT INFORMATION (continued)

5.7 Statement of cash flows (client vs own) (continued)

For the six months ended 31 August 2017 (Unaudited) (Restated)

Total
IFRS

reported
R000

Own
balances

R000

Client-
related

balances
R000

Cash flows from operating activities2  201 145  106 141  95 004 
Cash (utilised in)/generated by operations2  (489 097)  121 189  (610 286) 
Interest income  588 809  92 446  496 363 
Dividend income  174 653  983  173 670 
Finance costs  (15 370)  (15 370)  – 
Taxation paid  (99 081)  (93 107)  (5 974) 
Policyholder cash movement  41 231  –  41 231 

Cash flows from investing activities  (40 097)  (40 097)  – 

Cash flows from financing activities1,2  (91 436)  (191 436)  100 000 

Net increase/(decrease) in cash and cash equivalents  69 612  (125 392)  195 004 
Cash and cash equivalents at beginning of the period  1 385 542  1 282 119  103 423 
Exchange gains on cash and cash equivalents  726  726  – 
Cash and cash equivalents at end of the period  1 455 880  1 157 453  298 427 

For the year ended 28 February 2018 (Audited)

Total
IFRS

reported
R000

Own
balances

R000

Client-
related

balances
R000

Cash flows from operating activities  826 248  674 938  151 310 
Cash (utilised in)/generated by operations  (487 401)  754 527  (1 241 928) 
Interest income  1 203 376  188 355  1 015 021 
Dividend income  423 476  2 846  420 630 
Finance costs  (23 105)  (23 105)  – 
Taxation paid  (276 860)  (247 685)  (29 175) 
Policyholder cash movement  (13 238)  –  (13 238) 

Cash flows from investing activities  (112 958)  (112 958)  – 

Cash flows from financing activities1  (176 878)  (276 878)  100 000 

Net increase in cash and cash equivalents  536 412  285 102  251 310 
Cash and cash equivalents at beginning of the year  1 385 542  1 282 119  103 423 
Exchange losses on cash and cash equivalents  (1 328)  (1 328)  – 
Cash and cash equivalents at end of the year  1 920 626  1 565 893  354 733 

1 The DMTN programme funding raised in order to internally fund the clients’ Scriptfin loans has been reflected under client-related balances.
2 The funding raised by the DMTN programme, which was previously disclosed as a cash flow from operating activities, has now been shown as a cash flow from financing activities. Refer to note 14 

for the details of the restatement.
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6. INVESTMENT CONTRACTS

Investment contracts are represented by the following financial assets:

Unaudited
as at

31 Aug 18
R000

Unaudited
as at

31 Aug 17
R000

Audited
as at

28 Feb 18
R000

Equity securities  2 346 478  1 983 801  2 192 586 
Debt securities  457 343  1 659 508  483 551 
Unit-linked investments  23 391 743  21 052 610  21 587 040 
Investments in investment contracts  17 414  16 323  14 798 
Cash and cash equivalents  6 337  55 443  974 

 26 219 315  24 767 685  24 278 949 

7. RECEIVABLES INCLUDING INSURANCE RECEIVABLES AND TRADE AND OTHER PAYABLES

Included under receivables are broker and clearing accounts at our stockbroking business of which R1 419.3 million (31 Aug 2017: R1 317.3 million;  
28 Feb 2018: R1 372.6 million) represents amounts owing by the JSE for trades conducted during the last few days before the end of the period. These balances 
fluctuate on a daily basis depending on the activity in the market.

The control account for the settlement of these transactions is included under trade and other payables, with the settlement to the clients taking place within 
three days after the transaction date.

8. ASSETS AND LIABILITIES HELD FOR SALE

For the six months ended 31 August 2018

The assets and liabilities classified as held for sale relate to the PSG Wealth Limited (Mauritius) and PSG Securities Limited (Mauritius) businesses, which have 
been presented as held for sale following the approval by the group‘s management to sell these businesses.

PSG Wealth 
Limited 

(Mauritius)
R000

PSG 
Securities 

Limited 
(Mauritius)

R000
Total
R000

Assets classified as held for sale
Intangible assets – Goodwill  3 053  1 381  4 434 
Intangible assets – Customer relationships  2 561  561  3 122 
Receivables including insurance receivables  2 438  3 774  6 212 
Property and equipment  606 –  606 
Other assets  152  26  178 
Cash and cash equivalents (including money market funds)  505  1 923  2 428 

 9 315  7 665  16 980 

Liabilities classified as held for sale
Trade and other payables  1 819  4 056  5 875 
Other liabilities  773  257  1 030 

 2 592  4 313  6 905 

The group expects to complete the sale of these businesses within 12 months of 31 August 2018.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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9. NOTES TO THE STATEMENT OF CASH FLOWS

9.1 Acquisition of subsidiaries and businesses

For the six months ended 31 August 2018

Collective investment schemes
The group obtained control of the PSG Wealth Global Preserver Feeder Fund during the six months ended 31 August 2018. This fund was consolidated 
in accordance with IFRS 10 – Consolidated financial statements and is a collective investment scheme managed by an entity within the group.

Fund consolidated

PSG Wealth 
Global Preserver 

Feeder 
Fund

% interest in fund on effective date 31
Date of acquisition 31 August 2018

Details of the net assets acquired are as follows: R000

Unit-linked investments  992 065 
Receivables including insurance receivables  553 
Cash and cash equivalents (including money market funds)  9 542 
Third-party liabilities arising on consolidation of mutual funds  (689 002) 
Trade and other payables  (382) 
Net asset value  312 776 
Fair value of interest held before the business combination  (312 776) 
Cash consideration paid –
Cash and cash equivalents acquired 9 542
Net cash inflow in the six months ended 31 August 2018 9 542

Had the PSG Wealth Global Preserver Feeder Fund been consolidated from 1 March 2018, total income of R11.4 million and profit of Rnil would have 
been recognised in the consolidated income statement.

Other business combinations 
PSG Konsult Limited, through its subsidiary PSG Wealth Financial Planning Proprietary Limited, acquired the commercial and industrial short-term 
insurance brokerage business of Absa Insurance and Financial Advisers Proprietary Limited (AIFA). The effective date of the transaction was 1 June 2018 
following the fulfilment of suspensive conditions.

Details of the net assets acquired and goodwill are as follows: R000

Cash paid  32 766 
Cash due  32 765 
Total purchase consideration  65 531 
Less: Fair value of net assets acquired  (42 597) 
Goodwill recognised on acquisition  22 934 

The remaining purchase consideration will be paid in two 25% tranches over the next two years. 

Cash consideration paid (32 766)
Cash and cash equivalents acquired  – 
Net cash outflow in the six months ended 31 August 2018 (32 766)

The goodwill is mainly attributable to the workforce of the acquired business.

The assets and liabilities arising from the acquisition are as follows:
Fair value

R000

Acquiree’s
carrying
amount

R000

Intangible assets – Customer relationships  59 162  – 
Deferred income tax  (16 565)  – 
Total identifiable net assets  42 597  – 

The income, included in the consolidated income statement, contributed by the AIFA commercial and industrial short-term insurance brokerage business 
since the acquisition date was R36.3 million. The book of business also contributed a profit after taxation of R2.4 million over the same period.

Had the AIFA commercial and industrial short-term insurance brokerage business been consolidated from 1 March 2018, the consolidated income 
statement would have shown income of R72.6 million and profit after taxation of R4.8 million for the six months ended 31 August 2018.
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9. NOTES TO THE STATEMENT OF CASH FLOWS (continued)

9.2 Disposal of subsidiaries and businesses

For the six months ended 31 August 2018

Collective investment schemes
The group deconsolidated the PSG Multi-Management Foreign Flexible Fund of Funds during the six months ended 31 August 2018 as the group lost 
control of this fund, when it merged with the PSG Wealth Global Flexible Feeder Fund, due to a decrease in the effective interest in the fund.

Details of the net assets disposed of are as follows: R000

Unit-linked investments  133 049 
Receivables including insurance receivables  186 008 
Cash and cash equivalents (including money market funds)  17 182 
Third-party liabilities arising on consolidation of mutual funds  (228 106) 
Trade and other payables  (2 511) 
Net asset value  105 622 
Transfer to unit-linked investments  (105 622) 
Cash consideration received  – 
Cash and cash equivalents given up  (17 182) 
Net cash outflow in the six months ended 31 August 2018  (17 182) 

9.3 Other acquisitions – standardising of revenue sharing model

For the six months ended 31 August 2018

The group (through its subsidiary PSG Wealth Financial Planning Proprietary Limited) concluded further revenue-sharing arrangements with a large 
number of its advisers. The purpose of these transactions were to standardise the revenue sharing arrangements between the advisers and PSG Konsult. 

A cash consideration of R24.4 million was paid on the effective dates. These transactions did not qualify for accounting in terms of IFRS 3 – Business 
combinations as the assets acquired (the right to an increased share in the income stream of the adviser) did not constitute a business acquired.

These transactions contributed R1.2 million to our headline earnings during the six months ended 31 August 2018, net of amortisation cost of R0.6 million.

For the year ended 28 February 2018

The group (through its subsidiary PSG Wealth Financial Planning Proprietary Limited) concluded various asset-for-share transactions  
(utilising section 42 of the Income Tax Act, No. 58 of 1962) as well as further revenue sharing arrangements with a number of its advisers during  
the financial year. The purpose of these transactions was to standardise the revenue sharing arrangements between the advisers and PSG Konsult.

The consideration was paid with the issue of PSG Konsult shares (0.6 million shares at an average of R8.97 per share) and a cash consideration  
of R17.3 million on the effective dates. These transactions did not qualify for accounting in terms of IFRS 3 – Business combinations as the assets 
acquired (the right to an increased share in the income stream of the adviser) did not constitute a business acquired.

These transactions contributed R1.1 million to our headline earnings during the 2018 financial year, net of amortisation cost of R0.5 million.

9.4 Cash and cash equivalents at end of the period

For the six months ended 31 August 2018

31 Aug 18
R000

Cash and cash equivalents (including money market funds) 1 769 571
Cash and cash equivalents classified as assets held for sale 2 428

1 771 999

10. FINANCIAL RISK MANAGEMENT
The group’s activities expose it to a variety of financial risks: market risk (including price risk, foreign currency risk, cash flow and fair value  
interest rate risks), credit risk and liquidity risk. Insurance activities expose the group to insurance risk (including pricing risk, reserving risk, underwriting risk and 
reinsurance risk). The group is also exposed to operational risk and legal risk.

The capital risk management philosophy is to maximise the return on shareholders’ capital within an appropriate risk framework.

The condensed consolidated interim financial statements do not include all risk management information and disclosure required in the annual financial 
statements and should be read in conjunction with the group’s annual financial statements as at 28 February 2018.

There have been no changes in the group’s financial risk management objectives and policies since the previous financial year-end.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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10. FINANCIAL RISK MANAGEMENT (continued)

Market risk (price risk, foreign currency risk and interest rate risk)

Market risk is the risk of adverse financial impact due to changes in fair values or future cash flows of financial instruments from fluctuations in interest rates, 
equity prices and foreign currency exchange rates.

A portion of the policyholders’ and shareholders’ investments are valued at fair value and are therefore susceptible to market fluctuations.

With regard to the subsidiary, PSG Life Limited, this company only invests assets into portfolios that are exposed to market price risk that matches linked policies 
to policyholders (where the value of policy benefits is directly linked to the fair value of the supporting assets), and as such does not expose the business to the 
market risk of fair value adjustments on the financial asset as this risk is assumed by the policyholder. Fees charged on this business are determined as a 
percentage of the fair value of the underlying assets held in the linked funds, which are subject to price and interest rate risk. As a result, the management fees 
fluctuate, but cannot be less than nil.

Included in the equity securities of R2 520.6 million (31 Aug 2017: R2 104.7 million; 28 Feb 2018: R2 321.5 million) are quoted equity securities of R2 520.4 million 
(31 Aug 2017: R2 104.3 million; 28 Feb 2018: R2 321.2 million), of which R2 346.5 million (31 Aug 2017: R1 983.8 million; 28 Feb 2018: R2 192.6 million) relates 
to investments in linked investment contracts. The price risk of these instruments is carried by the policyholders of the linked investment contracts.

Unit-linked investments of R23 391.7 million (31 Aug 2017: R21 052.6 million; 28 Feb 2018: R21 587.0 million) are linked to investment contracts and do not 
expose the group to price or interest rate risk.

Debt securities linked to policyholder investments amounted to R457.3 million (31 Aug 2017: R1 659.5 million; 28 Feb 2018: R483.6 million) and do not  
expose the group to interest rate risk. Cash and cash equivalents linked to policyholder investments amounted to R6.3 million (31 Aug 2017: R55.4 million;  
28 Feb 2018: R1.0 million) and do not expose the group to interest rate risk.

Fair value estimation

The information below analyses financial instruments, carried at fair value, by level of hierarchy as required by IFRS 7 – Financial instruments and IFRS 13 – Fair 
value measurement. The different levels have been defined as follows:
• Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities;
• Level 2 – input other than quoted prices included within level 1 that is observable for the asset or liability, either directly (that is, as prices) or indirectly  

(that is, derived from prices); and
• Level 3 – input for the asset or liability that is not based on observable market data (that is, unobservable input).

There have been no significant transfers between level 1, 2 or 3 during the period under review.

The table below analyses financial assets and liabilities, which are carried at fair value, by valuation method. There were no significant changes in the valuation 
techniques and assumptions applied since 28 February 2018.

Valuation techniques and main assumptions used in determining the fair value of financial assets and liabilities classified within level 2 can be summarised  
as follows:

Instruments Valuation techniques Main assumptions
Derivative financial instruments Exit price on recognised over-the-counter (OTC) 

platforms
Not applicable

Debt securities Valuation model that uses the market input  
(yield of benchmark bonds)

Bond interest rate curves
Issuer credit ratings
Liquidity spreads

Unit-linked investments Quoted put (exit) price provided by the fund manager Not applicable – daily prices are publicly available
Investment in investment contracts Prices are obtained from the insurer of the 

particular investment contract
Not applicable – prices provided by registered 
long-term insurers

Investment contract liabilities – unit-linked Current unit price of underlying unitised financial 
asset that is linked to the liability, multiplied by  
the number of units held

Not applicable

Third-party financial liabilities arising on consolidation 
of mutual funds

Quoted put (exit) price provided by the fund manager Not applicable – daily prices are publicly available
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10. FINANCIAL RISK MANAGEMENT (continued)

Fair value estimation (continued)

The fair value of financial assets and liabilities measured at fair value in the statement of financial position can be summarised as follows:

As at 31 August 2018 (Unaudited)
Level 1

R000
Level 2

R000
Level 3

R000
Total
R000

Financial assets
Derivative financial instruments  –    17 105  –    17 105 
Equity securities  2 520 367  –    240  2 520 607 
Debt securities  869 161  1 889 646  –    2 758 807 
Unit-linked investments  –    48 195 372  523 045  48 718 417 
Investment in investment contracts  –    17 414  –    17 414 

 3 389 528  50 119 537  523 285  54 032 350 

Financial liabilities
Derivative financial instruments  –    20 056  –    20 056 
Investment contracts  –    25 595 168  504 022  26 099 190 
Trade and other payables  –    –    70 264  70 264 
Third-party liabilities arising on consolidation of mutual funds  –    27 311 201  –    27 311 201 

 –    52 926 425  574 286  53 500 711 

As at 31 August 2017 (Unaudited)
Level 1

R000
Level 2

R000
Level 3

R000
Total
R000

Financial assets
Derivative financial instruments  –  13 005  –  13 005 
Equity securities  2 104 311  7  375  2 104 693 
Debt securities  805 203  2 985 537  –  3 790 740 
Unit-linked investments  –  39 904 228  945 063  40 849 291 
Investment in investment contracts  –  16 323  –  16 323 

 2 909 514  42 919 100  945 438  46 774 052 

Financial liabilities
Derivative financial instruments  –  14 854  –  14 854 
Investment contracts  –  23 679 749  935 063  24 614 812 
Trade and other payables  –  –  43 358  43 358 
Third-party liabilities arising on consolidation of mutual funds  –  21 603 419  –  21 603 419 

 –  45 298 022  978 421  46 276 443 

As at 28 February 2018 (Audited)
Level 1

R000
Level 2

R000
Level 3

R000
Total
R000

Financial assets
Derivative financial instruments  –  8 854  –  8 854 
Equity securities  2 321 235  7  240  2 321 482 
Debt securities  922 377  1 500 509  –  2 422 886 
Unit-linked investments  –  41 478 953  717 137  42 196 090 
Investment in investment contracts  –  14 798  –  14 798 

 3 243 612  43 003 121  717 377  46 964 110 

Financial liabilities
Derivative financial instruments  –  16 857  –  16 857 
Investment contracts  –  23 420 874  698 146  24 119 020 
Trade and other payables  –  –  45 344  45 344 
Third-party liabilities arising on consolidation of mutual funds  –  22 585 256  –  22 585 256 

 –  46 022 987  743 490  46 766 477 

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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10. FINANCIAL RISK MANAGEMENT (continued)

Fair value estimation (continued)

The following table presents the changes in level 3 financial instruments during the reporting periods under review:

Unaudited
31 Aug 18

R000

Unaudited
31 Aug 17

R000

Audited
28 Feb 18

R000

Assets
Opening carrying value  717 377  1 109 600  1 109 600 
Additions  124 895  254 646  487 832 
Disposals  (348 349)  (441 401)  (903 023) 
Gains recognised in profit or loss1  29 362  22 593  22 968 
Closing carrying value  523 285  945 438  717 377 

Liabilities
Opening carrying value  743 490  1 137 380  1 137 380 
Additions  248 719  277 129  541 839 
Disposals  (446 862)  (458 681)  (962 005) 
Losses recognised in profit or loss2  29 324  22 593  26 276 
Reclassified to held for sale  (385) – –
Closing carrying value  574 286  978 421  743 490 

1 Gains on these items were recognised in profit or loss under ‘net fair value gains and losses on financial instruments’.
2 Losses on these items were recognised in profit or loss under ‘fair value adjustment to investment contract liabilities’.

Unit-linked investments represent the largest portion of the level 3 financial assets and relate to units held in hedge funds and are priced monthly. The prices are 
obtained from the asset managers of the particular hedge funds. These are held to match investment contract liabilities, and as such any change in measurement 
would result in a similar adjustment to investment contract liabilities. Therefore, the group’s overall profit or loss is not materially sensitive to the input of the 
models applied to derive fair value.

Trade and other payables classified within level 3 have significant unobservable inputs, as the valuation technique used to determine the fair values takes into 
account the probability (at each reporting period) that the contracted party will achieve the profit guarantee as stipulated in the business agreement.

The table below summarises the carrying values and fair values of financial instruments not presented on the statement of financial position at fair value, for 
which their carrying values do not approximate their fair values:

Unaudited
31 Aug 18

R000

Unaudited
31 Aug 17

R000

Audited
28 Feb 18

R000

Assets
Debt securities
– Carrying value  120 125  152 873  159 929 
– Fair value  118 204  150 103  159 038 

Liabilities
Investment contracts
– Carrying value  120 125  152 873  159 929 
– Fair value  118 204  150 103  159 038 

The fair value of the financial assets and liabilities in the table above is categorised in terms of level 3.

11. RELATED-PARTY TRANSACTIONS

Related-party transactions similar to those disclosed in the group’s annual financial statements for the year ended 28 February 2018 took place during the period 
under review.



44

12. CAPITAL COMMITMENTS AND CONTINGENCIES

Unaudited
31 Aug 18

R000

Unaudited
31 Aug 17

R000

Audited
28 Feb 18

R000

Operating lease commitments  147 042  135 162  142 975 

13. EVENTS AFTER THE REPORTING DATE

No event material to the understanding of these results has occurred between the end of the reporting period and the date of approval of the condensed 
consolidated interim financial statements. 

14. RESTATEMENT OF PRIOR YEAR FIGURES

The following restatement was applied to the 31 August 2017 consolidated statement of cash flows and related segment information:

PSG Konsult Limited, through its subsidiary PSG Konsult Treasury Limited, established a DMTN programme during the 2018 financial year and issued  
a R100 million senior unsecured floating rate note on 12 July 2017. The DMTN funding was raised to internally fund clients’ Scriptfin loans, and  
was consequently classified under cash flows from operating activities in the interim financial statements for the six months ended 31 August 2017.  
The group has subsequently decided to restate the classification of this cash inflow to cash flows from financing activities to more correctly reflect the nature of this 
cash flow in terms of IAS 7 – Statement of cash flows.

This restatement had no impact on the current or prior year reported earnings, diluted earnings or headline earnings per share, or on the net asset value or net cash 
flow. This cash flow was shown under client-related balances therefore there was no impact on the cash flows relating to own balances.

As previously
stated

R000

Restatement
– DMTN

R000
Restated

R000

Consolidated statement of cash flows

Cash flows from operating activities
Cash utilised in operations  (389 097)  (100 000)  (489 097) 

Cash flows from financing activities
Advance of borrowings  –  100 000  100 000 

15. ADOPTION OF NEW ACCOUNTING STANDARDS

The group has adopted the following new accounting standards as issued by the IASB, which were effective for the group from 1 March 2018:
• IFRS 15 – Revenue from contracts with customers
• IFRS 9 – Financial instruments

The changes in accounting policies were applied retrospectively without restating comparative figures. If any differences were identified they would have been 
taken to opening retained earnings, however the impact of the adoption of IFRS 9 and IFRS 15 was immaterial and no adjustment is therefore presented.

Adoption of IFRS 15

This new standard provides a single, principles-based five-step model to be applied to all contracts with customers. Guidance is provided on topics such as the 
point at which revenue is recognised, accounting for variable consideration, costs of fulfilling and obtaining a contract and various related matters. New 
disclosures about revenue are also introduced.

A significant portion of the group’s revenue is accounted for in terms of IFRS 4 – Insurance contracts and IFRS 9 – Financial instruments, which are all scoped 
out of IFRS 15.

There are no material changes to the revenue recognition for commission and other fee income which are recognised under IFRS 15. Consequently, there was 
no financial impact to the consolidated group on 1 March 2018 upon adoption of IFRS 15.

Adoption of IFRS 9

This new standard represents a package of reform to financial instrument accounting to replace IAS 39 – Financial instruments: Recognition and measurement.

Financial assets

In assessing how financial assets should be classified and measured, IFRS 9 requires the assessment of:
• the business model applied to manage the financial assets; and
• the nature of contractual cash flows relating to the specific instrument, whether they solely represent payments of principal and interest.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
for the six months ended 31 August 2018
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15. ADOPTION OF NEW ACCOUNTING STANDARDS (continued)

The impact on the classification and measurement of financial assets will be as follows for the group:
• Financial instruments and derivative assets, which are held to back client assets or for risk management purposes, currently measured at fair value through 

profit or loss, will also be measured at fair value through profit or loss under IFRS 9.
• Loans and receivables that are classified as loans and receivables and measured at amortised cost under IAS 39 will be measured at amortised cost under 

IFRS 9.

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ (ECL) model to calculate impairments of financial assets.  
The new impairment model did not have a significant impact on the group as:
• The majority of financial assets in the group are measured at fair value through profit or loss. 
• All insurance and reinsurance receivables are recognised in terms of IFRS 4 and will be included in the IFRS 17 assessment.

Only debt instruments classified as financial assets at amortised cost or fair value through other comprehensive income are subject to the new ECL model.  
In assessing the impairment that should be raised under the ECL model on these financial assets, credit enhancements such as security held against loans and 
receivables are taken into account in the ECL model. It was noted that the impact of the ECL provision was substantially impacted by the credit enhancements, 
and the increase in the impairment provision from the incurred loss model to the ECL model was found to be immaterial.

Financial liabilities

The requirement for the classification and measurement under IFRS 9 has not changed significantly from IAS 39. The group under IAS 39 classified the majority 
of the investment contract liabilities and third-party liabilities arising on consolidation of mutual funds at fair value through profit or loss, so as to eliminate an 
accounting mismatch as the linked policyholder assets and the assets relating to the consolidated mutual funds are carried at fair value through profit or loss. 
The group has as part of its IFRS 9 implementation process considered the classification of its linked policyholder assets and consolidated mutual fund assets, 
and the direct impact these financial assets would have on the measurement on the related financial liabilities. It was found that the measurement of financial 
assets at fair value through profit or loss was appropriate and therefore to avoid an accounting mismatch, the corresponding financial liabilities were retained 
at fair value through profit or loss. Therefore, no impact upon adoption of IFRS 9 was identified.

Impact on adoption of IFRS 9

The net financial impact of the changes in classification and measurement after tax had a Rnil impact on opening retained earnings on 1 March 2018. Upon 
adoption of IFRS 9, the group has no financial instruments that will be measured at fair value through other comprehensive income.

IFRS 9 introduced a consequential amendment to IAS 1, requiring interest income calculated using the effective interest rate method to be separately presented 
on the face of the income statement. Refer to the condensed consolidated income statement where this amendment has been made.
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