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KEY DEvELOPMENTS FOR 2018 

• Despite disruptive global and local events, PSG Konsult Limited (PSG Konsult or the group) consistently  
applied its investment philosophy to ensure clients' long-term objectives are achieved.

• Organic and acquisitive growth was achieved in the profitability and calibre of advisers who joined the group, 
increasing to 784 from 744 in 2017.

• The group continued to strengthen its corporate governance structures and processes while applying the  
17 principles contained in the King IV Report on Corporate Governance™ for South Africa, 2016 (King IV™). 
The board welcomed the shift in King IV™ towards outcomes-based integrated thinking.

• PSG Konsult obtained Johannesburg Stock Exchange (JSE) approval to establish a 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.

• Rating agency Global Credit Rating Co. (GCR) 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.

• PSG Insure concluded two agreements to acquire Absa Insurance and Financial Advisers Proprietary Limited’s 
(AIFA) commercial and industrial short-term insurance brokerage business and personal lines short-term 
insurance face-to-face advisory brokerage business. 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.

• PSG Wealth acquired the clients of 28E Capital, a leading boutique brokerage that offers a specialist online 
platform to retail clients. The transaction is effective 1 April 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 us to service and grow our client base.

• The group concluded a number of smaller earnings accretive acquisition transactions aimed at expanding 
either our adviser footprint or enhancing our 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 the firm. 

• The group continued to invest in information technology (IT) 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.

• PSG Konsult continued to pursue the ongoing improvement of the group’s employment equity (EE) 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.
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This report has been prepared in line with all relevant 
regulations, standards and best practice. 

Building on the group’s reporting in previous years, this 
report aims to meet stakeholders’ expectations, while 
remaining as concise as possible. It presents readers with a 
complete picture of the business, strategy, material matters, 
and how PSG Konsult creates value. 

The group elected not to prepare a separate sustainability 
report, as all social and environmental initiatives and 
indicators were integrated into the financial and divisional 
reports. Supplementary information about PSG Konsult, 
aimed at a wider stakeholder audience, is available on its 
website www.psg.co.za or on request from Mike Smith  
at mike.smith@psg.co.za.

The structure of the 2018 report resembles the previous 
report in the interest of consistency and ease of comparison.

PSG KONSULT’S APPROACH TO REPORTiNG 

REPORTiNG SCOPE AND BOUNDARiES
This integrated report reflects the activities and 
performance of PSG Konsult for the financial year 
from 1 March 2017 to 28 February 2018. 

PSG Konsult should be distinguished from PSG Group 
Limited, which is a separately listed entity and a 60.4% 
shareholder in PSG Konsult as at 28 February 2018. 

The scope of the report is in line with PSG Konsult’s 
operational and governance approach and includes  
all entities within the three operating divisions. These 
include the South African insurance licensed entities,  
PSG Life Limited (PSG Life) and Western National Insurance 
Company Proprietary Limited (RSA) (Western RSA), which  
are subject to group supervision: 

PSG Konsult1

PSG Asset 
Management PSG Insure2PSG Wealth2

Western RSAPSG Life

Holding company

1 Includes the PSG Konsult support functions.
2 Includes a component of the PSG Konsult adviser business.

Operating 
divisions

South African 
insurance 
licensed entities

PSG Konsult has offices in South Africa, Namibia, Guernsey, Malta and Mauritius. However, the reporting emphasis is on 
South Africa as a 92.9% contributor to revenue. 

GROUP
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As a wholly owned subsidiary in the group, PSG Konsult 
Treasury Limited (PSG Konsult Treasury) has adopted 
a board charter in line with King IV™ principles and 
JSE Listings Requirements pertaining to debt issuers. 
In addition, PSG Konsult Treasury publishes its annual 
financial statements and DMTN programme memorandum 
on the PSG Konsult website. 

REPORTiNG ON MATERiAL MATTERS
The group applied the principle of materiality in 
determining the content of this report, and aligns internal 
and external financial reporting in terms of performance 
indicators and format. Matters are considered material if 
they can affect the group’s ability to create value over time, 
for all stakeholders.

REPORTiNG COMPLiANCE
PSG Konsult aligns its reporting with the following 
reporting requirements and principles:
• International Financial Reporting Standards (IFRS) and 

the International Financial Reporting Interpretations 
Committee’s (IFRIC’s) Interpretations 

• The South African Institute of Chartered Accountants 
(SAICA) Financial Reporting Guides as issued by the 
Accounting Practices Committee

• Financial Pronouncements as issued by the Financial 
Reporting Standards Council

• The Companies Act, No. 71 of 2008, as amended 
(Companies Act)

• The JSE Listings Requirements
• The International Integrated Reporting Council’s (IIRC’s) 

Integrated Reporting Framework
• King IV™
• Financial Sector Charter

FORWARD-LOOKiNG STATEMENTS
This integrated report contains certain statements 
that are not historical facts and relate to analyses and 
other information based on forecasts of future results 
that are not yet determinable. 

These are forward-looking statements as defined in the 
United States Private Securities Litigation Reform Act of 
1995. Words such as expect, believe, anticipate, plan, 
intend, seek, estimate, project, target, predict, outlook, 
endeavour and similar expressions are intended to identify 
such statements. However, they are not an exclusive means 
of identifying such statements.

We want to be a good corporate 
citizen that will actively seek ways to 
contribute to the betterment of our 
country. We undertake to comply 
with all legislation and regulations.

The group cannot give any assurance that forward-looking 
statements will prove to be correct and readers should not 
place undue reliance on such statements. Forward-looking 
statements involve inherent risk, uncertainties and – if 
one or more of these risks materialise, or the underlying 
assumptions prove incorrect – actual results may differ from 
those expected. Forward-looking statements apply only 
as of the date on which they are made, and PSG Konsult 
does not undertake any obligation to update or revise any 
forward-looking statements contained in this report, other 
than as required by the JSE Listings Requirements, whether 
due to new information, future events or otherwise.

ASSURANCE
The board of directors, assisted by the audit and risk 
committees, is ultimately responsible for the content 
of this report. 

The group uses a combined assurance model:
• Financial and non-financial content and data are 

subject to ongoing internal assurance, with the support 
of established divisional reporting lines and oversight 
by the chief financial officer. 

• The group’s risk and internal audit functions 
independently assess and review internal controls 
and business risks that fall within the scope of the 
integrated report.

• External assurance was limited to the audit 
opinion on the consolidated and separate annual 
financial statements by the independent auditor, 
PricewaterhouseCoopers Inc.

• PSG Konsult appointed rating agency AQRate 
Proprietary Limited (AQRate) to verify, rate and confirm 
the broad-based black economic empowerment 
(BBBEE) status of the group.
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APPROvAL BY THE PSG KONSULT BOARD OF DiRECTORS
The board acknowledges its responsibility to ensure the integrity, accuracy and fairness of PSG Konsult’s 2018 integrated 
report and the directors have collectively applied their minds to the content of this report, as recommended by the audit 
committee. The board evaluated the preparation and presentation of the report, while acknowledging that the reporting 
process continues to evolve. The content of the integrated report was approved on 16 May 2018 and it is signed on  
behalf of the board by:

W Theron FJ Gouws MIF Smith

Chairman Chief executive officer Chief financial officer

This report contains commentary in addition to the 
annual group and company financial statements  
of PSG Konsult. The statements are available on the 
group’s website (www.psg.co.za). Where industry-
specific terms or abbreviations are not explained in 
the body of the report, please refer to the glossary  
in Annexure D. References to notes in this report 
refer to the notes to the group financial statements.

The following icons have been applied throughout the 
report to improve usability and show the integration 
between the relevant elements of the report:

Website (www.psg.co.za, unless otherwise 
specified)

Page reference

HOW TO USE THiS REPORT NAviGATiON

PSG Konsult values feedback on the integrated report from stakeholders. 

Please send your comments to: mike.smith@psg.co.za.

Follow us on: Facebook Twitter LinkedIn YouTube

FEEDBACK AND PSG KONSULT SOCiAL NETWORK 

GROUP
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FiNANCiAL HiGHLiGHTS

Recurring headline earnings  
per share

16%
Dividend per share

18%
Assets under management 

17%

Gross written premium 

15%
Core income 

11%

Revenue generated in  
South Africa 

93%
Assets under administration 

8%
Recurring headline earnings

16%
Return on equity

24%

Market capitalisation  

R11.7 billion
Credit rating 

LT of A-(ZA) 

ST of A1-(ZA)

Compound growth rate 

21%
in recurring headline earnings  
since 2008

Advisers

784
Adviser offices

211 
throughout South Africa,  
Namibia and Mauritius

Client complement 

> 200 000 
across all offices

Shareholders

3 763
Professional associates

418
Employees

2 488

SALiENT FEATURES
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THREE-YEAR FiNANCiAL COMPARiSON 
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iNvESTMENT CASE

• Largest independent adviser network in  
South Africa and Namibia, with a South African 
footprint spanning the entire country

• Established presence in Mauritius
• Trusted advisers with cradle-to-grave 

relationships with clients
• Entrepreneurial adviser remuneration model 

encourages client retention and long-term growth
• Alignment of shareholder and adviser interests
• Learner adviser training programme

DiSTRiBUTiON NETWORK

The business features listed below explain how PSG Konsult creates value  
for all stakeholders and highlight what underpins the group’s expectations  
of future success. 

• Low gearing levels, as the business is 
predominately equity-funded

• Businesses are highly cash-generative
• Global Credit Rating: A-(ZA) long-term rating 

and A1-(ZA) short-term rating with stable 
outlook for both ratings

• The group is adequately capitalised and already 
complies with the more stringent capital 
requirements of Solvency Assessment and 
Management (SAM) 

• Majority of businesses are not capital-intensive 
compared to peers in the financial services 
industry

SOUND FiNANCiAL POSiTiON

BUSiNESS CHARACTERiSTiCS AND RELATiONSHiP

• Experienced entrepreneurial management team, 
backed by a supportive anchor shareholder in  
PSG Group

• Profitability of divisions geared to equity  
market conditions

• Scalable synergistic divisions with strong 
operational leverage

• High return on equity produced without taking 
undue risks

• New share issues limited to prevent dilution of 
shareholder returns

• Good working relationship with regulators
• Recipient of numerous industry awards
• Primary client exposure relates to higher- 

income groups

• PSG is an established and trusted brand
• Commitment to brand awareness and 

enhancement

RESPECTED AND TRUSTED BRAND

• Relatively small market share with significant 
room for growth in the group’s chosen wealth, 
asset management and insurance markets

• Vertical integration of the PSG Insure division 
(resulting in a greater share of fee within the  
value chain)

• Building blocks and solid business foundation 
in place, allowing for expansion of its existing 
adviser network and potential strategic 
acquisitions

• Operating leverage leading to higher margins as 
the business gains scale

• PSG Asset Management’s long-term investment 
performance track record and being recognised 
in numerous industry awards enhances its ability 
to attract assets under management

• Holistic financial services product range which 
meets a broad spectrum of client needs, creating 
cross-selling opportunities and synergies

GROWTH OPPORTUNiTiES

• History of superior shareholder returns and 
demonstrable asset and premium growth  
over time

• Conservative investment approach based  
on three layers of defence risk management

• Proven ability to maximise every rand of income 
earned relative to the acceptable unit of risk taken

TRACK RECORD
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GROUP

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
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What is the history of PSG Konsult? How does 
the group today compare to when it started 
20 years ago? What anchors the group in an 
ever-changing business environment?

PSG Konsult was founded in 1997 on the idea of 
growing a vast network of financial advisers who 
provide excellent financial advice to clients where 
they reside. Seeing value in the model, PSG Group 
acquired a 50% interest in PSG Konsult for  
R2.0 million. The first directors’ meeting was held 
in Cape Town on 7 August 1998. PSG Konsult 
commenced business in September 1998, with 
seven offices across South Africa.

PSG Konsult started as a client-centred business 
offering superior-quality products and personal 
advice. This has not changed over the years.  
Our position as a leading independent financial 
services group is still based on our ability to see 
the bigger picture, to foster partnerships and to 
understand each client’s individual financial needs.

Q

A

However, our business context has changed 
significantly, and the methods and platforms  
we use to deliver our products and services have 
evolved with the growing business. 

The board is vigilant about maintaining a balance 
between excellent personal service and cutting-
edge systems and platforms. To maintain this 
balance we invest in the best technologies, 
appoint quality people and empower all 
employees and advisers, through training, to make 
optimal use of our systems and platforms. 

We have invested in technologies that enable us 
to stay at the forefront of our chosen markets, 
but we have not made any significant strategic 
changes: it is still about growth and creating value 
for our stakeholders.

viEW FROM THE CHAiRMAN

Willem Theron
Chairman

16 May 2018
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GROUP

How would you describe the current  
business environment – internationally  
and in South Africa? How does  
PSG Konsult respond?

Global and local trading environments are 
experiencing unprecedented social, political 
and economic challenges. In a world where 
information is readily and instantly available, 
political and economic shifts are far-reaching. 
Volatility seems to be the new norm. 

At PSG Konsult, we favour a brick-by-brick, long-
term growth strategy, which has served the group 
well for many years. However, we do have risk 
mitigation plans and measures in place that allow 
us to make quick decisions and adapt to ongoing 
market shifts. 

One of the board’s primary accountabilities is 
the process of managing risk and the system of 
internal control.  

A

Our risk management plans are structured so that 
appropriate and independent oversight is in place. 
This keeps management and the board abreast 
of changes in the risk landscape. We manage 
material risks at acceptable levels through our 
governance structures by applying the three layers 
of defence approach.

Read more about PSG Konsult’s risk 
management plans in the risk report  
from page 110. 

The seven-year financial review on page 9 shows 
some of the significant growth achievements 
over the past few years – a trajectory that retains 
momentum, despite the challenges of our global 
and local economic environment. We will continue 
to anticipate market conditions and to adapt 
accordingly, to the benefit of our clients.

PSG Konsult’s ability to deliver strong results allows us to create 
value, wealth and advantage for our shareholders, clients and broader 
stakeholder groups. We believe PSG Konsult is in a position to continue 
delivering sustainable returns for our shareholders for the next 
generation and beyond.

Q



PSG KONSULT LIMITED12

PSG Konsult operates in a highly regulated 
environment. What is the board’s position on 
regulation in general and on King IV™  
in particular? 

Regulation is aimed at protecting our clients and, 
as such, PSG Konsult supports it and is committed 
to full compliance. As a board, we are committed 
to ethical leadership and business integrity. 
We recognise the responsibility to conduct 
business with prudence, accountability, fairness, 
transparency and social responsibility to safeguard 
stakeholder interests. 

We fully support the principles contained in  
King IV™, as well as the shift towards principles- 
and outcomes-based corporate governance. The 
board’s responsibilities are embedded in the board 
charter, which has been aligned with King IV™ 
principles and the JSE Listings Requirements.

Since the introduction of King IV™ in 2016, we 
have reviewed our governance practices and 
identified areas where we need to align. This 
process did not highlight any material weaknesses, 
but revealed areas where we could implement 
further enhancements. This has allowed us to 
mould governance according to the unique 
requirements and dynamics of our group. We  
take the challenges and realities of today’s 
business world into account, while adhering to  
a sound set of principles. 

The implementation of the SAM framework is  
expected in July 2018. During this financial 
year, PSG Konsult continued to embed the SAM 
requirements into the normal business operations 
and enhance reporting to ensure that group is 
ready for implementation. 

We put in place appropriate governance  
structures to deal with regulation years ago, 
including the three layers of defence approach 
mentioned previously. The focus of the board now 
is to manage the escalating costs of compliance 
while ensuring the group meets the terms of all 
relevant regulation. 

Q

A

There is a definite trend toward digitisation  
in the financial services industry. What is  
PSG Konsult’s response? 

Clients expect immediate access to their 
information on the device of their choice. 
Technology is something the group has invested 
in quite heavily in this past few financial years, 
allowing for digitisation, standardisation and 
commoditisation. We have also invested in 
enabling and encouraging employees and  
advisers to use the new systems. 

We safeguard our systems from cybercrime 
proactively through continuous testing and 
upgraded security. 

Because PSG Konsult offers products from a range 
of service providers it has been a challenge to 
integrate our platforms and systems to make all 
information readily available. However, the group 
continues to invest in IT infrastructure and systems 
in order to enhance the overall client experience.

To what do you ascribe PSG Konsult’s  
success? 

There are many factors that contribute to the 
group’s success, but in essence, it is rooted in the 
way we do business – our core business principles 
– and the relationships that we have cultivated 
through our distribution network, sometimes 
spanning multiple generations of clients. 

The board exercises ongoing oversight of 
management’s implementation of the strategy 
and operational plans against agreed performance 
measures and targets. The board also assumes 
oversight responsibility for the group's performance, 
by steering and setting direction for the realisation 
of the group’s core purpose and values through 
approving its short, medium and long-term strategy.

The group’s ‘Planting the Flag’ initiative to grow 
the adviser base continues to gain momentum 
with PSG Insure concluding two agreements 
during the year to acquire AIFA’s commercial  
and industrial short-term insurance brokerage 
business and personal lines short-term insurance 
face-to-face advisory brokerage business. 

Q

A

Q

A
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One of PSG Konsult’s core business principles 
is ‘We are first and foremost a South African 
group’, this entails being a good corporate 
citizen that will actively seek ways to 
contribute to the betterment of the country. 
How is this demonstrated?

PSG Konsult’s employees, advisers and 
shareholders contribute to a better future for 
many South Africans. In the past I have urged 
them to participate within their communities  
to enhance the living standards of all  
South Africans. This call has been heeded and 
PSG Konsult offices run a multitude of community 
projects across the country. 

Read more about the impact of these 
projects on page 55.

What are PSG Konsult’s greatest opportunities 
in the short to medium term?

The group’s priority remains the expansion of our 
client base, without sacrificing the quality of our 
service offering. We believe that our results speak 
to the board’s ability to approach the business 
strategically and with its long-term sustainability  
in mind. We consider the needs and interests  
of all stakeholders, while maintaining a 
transparent approach. 

We will strive to remain stable in an ever-
changing environment, both in South Africa and 
internationally. This will ensure growth. We will 
also focus on the development of our people 
and will continue to explore strategic growth 
opportunities. 

Q

A

Q

A

Were there any changes to the board in the 
financial year?

The board appointed Zodwa Matsau as an 
independent non-executive director on  
20 July 2017. Zodwa spent 18 years at the  
South African Reserve Bank in various key 
roles. We welcome her and look forward to her 
contribution.

Considering the challenges and opportunities 
of the past year, are there any people that 
you, as chairman, would like to thank? 

I would like to thank our employees and advisers, 
without whom PSG Konsult would not be able to 
deliver strong results. I would also like to thank 
Francois and the executive management team for 
their leadership and our clients for remaining loyal 
during challenging times. 

Q

A

Q

A

GROUP
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ABOUT US

GROUP STRUCTURE

Our approach is based on building multi-generational relationships with 
families and forging long-term ties with organisations we service. 

PSG Konsult is a leading independent financial services group.

In operation since 1998, the group has an extensive national footprint and both a Namibian and Mauritian presence.  
The group 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. 

PSG Konsult emphasises the importance of personal service and building lifelong relationships with clients. The group’s 
advice-focused business approach is founded on integrity, trust and transparency. These values are encapsulated in the 
group’s core business principles.

Read more about PSG Konsult’s core business principles from page 18. 

PSG Konsult listed on the JSE’s Equity Market on 15 June 2014, followed by a secondary listing on the Namibian Stock 
Exchange (NSX) on 16 July 2014. The group, through its wholly-owned subsidiary PSG Konsult Treasury, concluded its 
maiden listing on the JSE’s Interest Rate Market of a three-year floating rate note on 12 July 2017.

The group has three operating divisions: PSG Wealth, PSG Asset Management and PSG Insure. 

Through the 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. 

PSG WEALTH PSG ASSET MANAGEMENT PSG iNSURE

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

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

Insurance advice and the 
underwriting and administration of 
short-term insurance policies in both 
personal and commercial lines. 

Read more about each division from page 77.
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GROUP OvERviEW

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 (HR), marketing, IT, 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.

Read more about the group’s governance structures in the corporate governance report from page 97.

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%
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OUR vALUES

OUR viSiON
To be the leading independent financial services group in Southern Africa and selected regions abroad.

OUR MiSSiON
To make a difference in the lives of all stakeholders, by creating and preserving wealth through excellence.

OUR CORE BUSiNESS PRiNCiPLES

We undertake to advise clients with the highest level of good faith, integrity, professional knowledge and diligence  
at all times.

We will always prefer internal promotion, and when we hire externally, we will hire the very best people. They must 
have both the capacity and capability to integrate into our organisation. We accept that this process means wider 
internal review and consultation during the hiring process. We all take responsibility for this process. We will not 
compromise on the quality of our employees. We believe in a culture of performance and meritocracy, where income, 
promotion and progression are always based on individual excellence and the overall betterment of our group.

We fundamentally believe that providing excellent service to our clients and building a great business is a team effort. 
In our group, ‘we’ and ‘our’ take precedence over ‘me’ and ‘my’. In running our group, we believe in clear lines 
of responsibility and the ownership of decisions, but we always seek to use all the available skills necessary to be 
informed on all business matters.

Our entire approach is based on building multi-generational relationships with families and forging long-term ties 
with organisations we service. We believe that outstanding long-term service is dependent on skilled and reliable 
employees, and superb platforms and systems. We strive for excellence in both areas.

OUR CLiENTS ARE OUR PRiORiTY

OUR PEOPLE ARE OUR STRENGTH

WE ARE A TEAM

WE WiLL PROviDE CLiENTS WiTH THE BEST PRODUCTS, BACKED BY SUPERB SYSTEMS
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GROUP OvERviEW

We undertake to advise clients with the highest level of good faith, integrity, 
professional knowledge and diligence at all times.

We prefer organic to acquisitive growth and will only acquire a business if there is a compelling strategic rationale, 
clearly definable synergies, the people are culturally aligned with our own, it can be integrated immediately, the price 
is acceptable, and we have completed a thorough due diligence. Even then we understand that one unit of additional 
acquired revenue is almost always riskier than an equivalent unit of organic revenue. We believe in thorough analysis 
of business matters and detailed preparation, and at the heart of this thinking is the fact that any business issue can 
be quantified, measured and then managed. We accept that decisions sometimes have to be made without perfect 
information. We are not afraid to make decisions in these circumstances. We aim to get most decisions correct, but 
accept that, despite our very best intentions, things can and will go wrong. We will not be afraid to analyse and  
admit errors or mistakes. Indeed, we believe it is the only way to learn.

Creativity and innovation are at the heart of our business model. We constantly aim to identify new trends and 
potential risks. Looking to and attempting to understand the future helps to ensure that we are not hostage to short-
term budgets and current organisational structures. We embrace any change that new information requires.

We want to be a good corporate citizen that will actively seek ways to contribute to the betterment of our country. 
We undertake to comply with all legislation and regulations.

GROWTH iS PART OF OUR DNA

WE WiLL ADAPT TO THE CONSTANTLY CHANGiNG BUSiNESS ENviRONMENT

WE ARE FiRST AND FOREMOST A SOUTH AFRiCAN GROUP
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SiX CAPiTAL iNPUTS

Adviser  
network

Clients

RetailInstitutional

NaturalSocial and 
relationship

HumanIntellectualManufacturedFinancial

Research 
and 

development

Trusted,  
established 

relationships

Due diligence 
(Selected third-
party products 
and services)

vALUE CREATiON
The outcome of PSG Konsult's business model is in the value created per stakeholder group.

Read more about the value creation on page 29 and about how the group creates value for each 
stakeholder grouping from page 37.

BUSiNESS ACTiviTiES

OUTPUTS

PRODUCTS AND SERVICES

Read more about PSG Konsult's products and services on pages 27 and 28.

Support services

Distribution
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Financial capital constitutes the total equity and debt funding available to the group.
PSG Konsult’s central treasury function actively oversees and manages the group’s financial capital. The centralised 
monitoring process allows the group to optimise capital allocation to meet business regulatory capital and growth 
initiative requirements.

PSG Konsult applied financial capital in 2018 to:
• enhance IT infrastructure and digital platforms to improve client experience;
• increase the adviser base and complete further adviser buyback transactions;
• repurchase PSG Konsult shares in pursuit of the objective of optimising our growth in recurring earnings  

per share and avoiding share issuance dilution; 
• fund the marketing and growth of the Scriptfin loan book;
• host client and adviser events to improve brand awareness; and
• fund bursaries and learnerships.

These investments increased manufactured, intellectual, human and social and relationship capital, which will deliver 
increased financial capital over the long term.

PSG Konsult increases financial capital for stakeholders. 
The group grows stakeholder’s financial capital by, for example:

• investing clients’ funds and premiums on their behalf to create and protect wealth;
• paying taxes;
• paying remuneration; and
• delivering returns earned on investments.

PSG KONSULT’S APPLiCATiON, TRANSFORMATiON AND vALUE CREATiON THROUGH THE SiX CAPiTALS

Financial capital 

GROUP OvERviEW

BUSiNESS MODEL
The PSG Konsult business model is rooted in a conservative, long-term investment approach. 
Investors who take a long-term view and remain invested with the group, throughout market cycles, are rewarded. 

PSG Konsult understands that it is not sufficient to develop excellent products and services without focusing on how to 
connect these with a receptive market. The group’s core strength is its network of entrepreneurial advisers, distributing a 
wide range of products and services through their trusted, long-standing relationships with clients.

Adviser and client service experience is supported via the group’s integrated technology platforms and systems, designed  
to improve ease of doing business and provide comprehensive consolidated client and adviser reporting.

CAPiTAL iNPUTS
PSG Konsult relies on the six capitals of value creation as inputs to its business model. 
The group identifies the resources provided by the six capitals and applies these based on strategic decisions and growth 
ambitions. These decisions and ambitions adhere to the core business principles, which define the values and behaviours 
on which PSG Konsult was built. The capital inputs are increased, decreased or transformed through the group’s 
business activities.

BUSiNESS MODEL AND vALUE CREATiON
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PSG KONSULT’S APPLiCATiON, TRANSFORMATiON AND vALUE CREATiON THROUGH THE SiX CAPiTALS

Financial capital (continued) 

The group is highly cash-generative.
PSG Konsult’s investable shareholder assets are conservatively invested, as required for regulatory purposes, mainly 
in money market funds and other collective investment schemes. These are well positioned for market volatility and 
interest rate increases. Shareholder funds are predominantly invested in instruments regulated by either the Reserve 
Bank or the Collective Investment Schemes Control Act. The credit quality of the underlying assets is also well 
monitored.

The group’s strong financial capital position provides it with flexibility and optionality should an attractive investment 
opportunity be identified.

Financial capital allocation to long-term growth initiatives affects the short-term availability of funds, but ensures 
sustainable returns for the future.

Read more about this capital input:
• Chief financial officer’s report from page 72
• Annual financial statements

Manufactured capital 

Manufactured capital takes the form of the group’s physical footprint. 
PSG Konsult believes in servicing clients within reach of their homes. This requires manufactured capital in the form 
of offices and infrastructure in the territories where the group operates, mainly South Africa, Namibia and Mauritius. 

Manufactured capital also constitutes the IT systems that support business activities.
The group’s open architecture and stable systems are core enablers in the business model. During the past year,  
PSG Konsult invested in IT systems and business process automation to provide enhanced scalability and achieve 
business growth objectives.

The myPSG online platform and mobile application enable clients and advisers to have a secure, consolidated view 
of their investments over a range of platforms. These platforms improve the capability, reach and convenience 
of manufactured capital and provide a competitive advantage as they provide access to a wide range of financial 
product and fund providers in South Africa. 

Investment in manufactured capital ensures sustainable returns for the future.
Manufactured capital enables efficiency and improved service support to advisers and clients. This reduces financial 
capital in the short term, but builds loyalty and client retention, and delivers cost savings over the long term. 

Read more about this capital input:
• About us on page 16
• Chief executive officer’s report from page 68
• Information technology governance on page 109
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PSG KONSULT’S APPLiCATiON, TRANSFORMATiON AND vALUE CREATiON THROUGH THE SiX CAPiTALS

intellectual capital 

Intellectual capital consists of the intangibles that comprise PSG Konsult’s reputation and competitive edge. 
PSG Konsult is a high-quality and trusted brand that offers investors access to the group’s own funds, as well as 
selected third-party products and services. 

See pages 27 and 28 for PSG Konsult’s product offering.

Intellectual capital creates PSG Konsult’s investment approach, its ability to manage risk, to comply with legislation 
and to respond to market challenges. The group uses the unique selling proposition of its brand to build reputation, 
to help advisers grow their client bases and to grow its own direct business.

Governance structures entrench intellectual capital by enforcing ethical leadership and value creation. 
As an example, PSG Konsult does disciplined research and follows a due diligence process for the approval of all 
potential new products and services, thereby protecting its intellectual capital.

The group operates under a number of licences across the range of its financial services. 
PSG Konsult’s set of licences allows the group to sell a broad range of products and services across multiple 
jurisdictions. The group’s proactive engagement with regulators helps to ensure that it maintains its 20 regulatory 
licences, which consist of 14 regulatory operating licences in South Africa, 2 in Namibia, 2 in Mauritius, 1 in 
Guernsey and 1 in Malta. The latter 2 regulatory licences enable the group to market offshore Undertakings for the 
Collective Investment of Transferable Securities (UCITS) compliant funds to potential offshore investors.

See page 58 for a list of PSG Konsult’s operating regulatory licenses.

Investment in intellectual capital reduces financial capital in the short term, but enables the group to manage risks 
and exploit opportunities in an ethical way. This ensures sustainable returns for the future and a resilient reputation 
that attracts clients and employees.

Read more about this capital input:
• Investment case on page 8
• Track record on page 35
• Brand and awards on page 33
• Corporate governance report from page 97

GROUP OvERviEW
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Social and relationship capital is the network of internal and external relationships that constitute  
PSG Konsult’s stakeholder universe. 
A major component is PSG Konsult’s advisory network, and the strong relationships of trust our clients have with the 
advisers. A total of 40 advisers joined the group’s growing network in South Africa, Namibia and Mauritius during 2018. 

The advisers build lifelong relationships with clients through products and services that are relevant to different life 
stages. PSG Konsult’s offering of administrative and compliance support to these advisers means that they can focus 
on building relationships.

Further social and relationship capital resides in the value that PSG Konsult creates for each stakeholder group.
The group values all stakeholder relationships and invests in growing this capital. For example, the group actively 
participates in industry forums, and collaborates on initiatives that encourage industry growth through supplier  
and enterprise development. PSG Konsult also finances client events, adviser workshops, investor roadshows and  
CSI projects. 

This affects the availability of financial capital in the short term, but ensures loyalty, which creates sustainable returns  
for the future.

Read more about PSG Konsult’s stakeholders from page 37. 

PSG KONSULT’S APPLiCATiON, TRANSFORMATiON AND vALUE CREATiON THROUGH THE SiX CAPiTALS

Social and relationship capital

Human capital 

Human capital comprises the total complement of people who work for PSG Konsult (employees and 
professional associates) and the network of people distributing PSG Konsult products and services in the 
market (advisers).

PSG Konsult is a complex financial services group, reliant on the skills of its human capital. 
Therefore, the group must ensure that its performance management and development frameworks encourage long-
term retention and loyalty. The social and ethics committee monitors group activities relating to sustainability and 
transformation, which ensures that employees receive equal advancement opportunities and work in a safe  
environment where they can do their best work, and fulfil their potential.

Human capital is developed through training and internship programmes.
Corporate social investment (CSI) in educational initiatives increases human capital in communities, through transferring 
knowledge and improving employability, while increasing the pool of future employees and clients for PSG Konsult.

Read more about the group’s internship programmes on page 43.

Investment in human capital decreases financial capital in the short term, but enables the availability of skills and 
service capacity for the group and the industry in the long term. This ensures sustainable returns for the future.

Read more about the value created for our advisers and employees in the stakeholders section on pages 40 to 
42 and 45 to 46.
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PSG KONSULT’S APPLiCATiON, TRANSFORMATiON AND vALUE CREATiON THROUGH THE SiX CAPiTALS

Natural capital 

Natural capital consists of the natural resources used in PSG Konsult offices. 
While these are not formally measured, the nature of the business has a limited negative impact on the environment.

PSG Konsult limits the use of electricity, paper and water in the office environment and its head office is a five-star 
green building. Travel has been reduced following the implementation of video-conferencing facilities at each of the 
major offices across the country.

BUSiNESS ACTiviTiES
It is critical that PSG Konsult’s value proposition offers best-of-breed financial management solutions. 

The group undertakes ongoing research into and development of new products to ensure that it takes advantage of 
opportunities as consumer and investment activity responds to economic shifts. This ensures that the group can continue  
to meet clients’ needs.

PSG Konsult assists stakeholders to create and preserve wealth through:
• research and development;
• building established relationships;
• distribution; and
• support.

These services are offered across a range of regions, products and service options, and through the channels of  
stakeholders’ choice:

BY REGiON BY DiviSiON BY PRODUCTS AND SERviCES

South Africa
Namibia, Mauritius, Malta and 
Guernsey

PSG Wealth
PSG Asset Management
PSG Insure 

Financial planning
Investment options
Trading platforms
Insurance
Employee benefits

BY CLiENT TYPE BY SOURCE TYPE BY CHANNEL

Retail
Institutional

PSG Konsult products and services 
Third-party products and services

Adviser
Direct
Combined adviser and direct  
(multi-channel)

GROUP OvERviEW
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FULLY FLEDGED 
FiNANCiAL SERviCES 
BUSiNESS

Holistic range of  
products and services

Respected brand and 
reputation

High-performance track 
record

Research and 
development

PSG KONSULT ADviSER vALUE PROPOSiTiON

Save
money

Stimulate 
growth

Increased 
professionalism 

Maximise 
time with

 clients

Peace 
of mind

PSG Konsult best-of-breed products and services

Selected third-party products and services

Wealth  
management
• Financial 

planning
• Stockbroking
• Estate and 

trust planning
• Employee 

benefits
• Investing

Asset  
management
• Local asset 

management
• Offshore asset 

management

Insurance 
• Personal  

short-term 
insurance

•  Commercial 
short-term 
insurance

SYNERGiES AND  
CROSS-SELLiNG 
OPPORTUNiTiES

• Management 
fees, commission 
and brokerage

• Management 
and performance 
fees

• Insurance 
premiums and 
underwriting 
results

RECURRiNG  
RETURNS OvER  
THE LONG TERM

ENTREPRENEURiAL 
MODEL

Standardised revenue- 
sharing model

Adviser development 
programmes

Centralised support 
services

Information systems

• Training and development: induction and ongoing 
development initiatives

• Administrative support: HR, financial and operational

• Technical advisory services: specialist in-house advice on 
investment planning, tax, legal and more

• Compliance and risk management: PSG pays Financial 
Services Board (FSB) levies, acts as key individual and has 
professional indemnity cover on behalf of advisers

• Marketing support: branding, design and client 
communication

• Succession planning: contingency planning and securing 
the future of your business

• IT and Customer Relationship Management (CRM): a 
comprehensive practice management tool, online planning 
aids and disaster recovery sites

Adviser  
network

Clients

THE ADviSER MODEL
The adviser model is a core and interdependent element of the PSG Konsult business model. 

There is a symbiotic relationship between the group and advisers. PSG Konsult supports and incentivises its advisers  
to provide their clients with the highest-quality advice. The adviser model relates specifically to the PSG Wealth and  
PSG Insure divisions.

Read more about PSG Konsult’s advisers from page 39.
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PSG Wealth

PSG Wealth, 
PSG Asset 
Management

PSG Wealth

PSG Insure

PSG Wealth, 
PSG Asset 
Management

OUTPUTS
PSG Konsult’s main outputs constitute the group’s collective range of products and services. 

These cover a broad spectrum of client needs to help them build and protect their wealth. 

• Financial advice on investing, saving, stockbroking, retirement planning and insurance
• Distributed through a network of PSG Konsult advisers

• Unit trust-based products for investing, including saving for personal goals and retirement
• Options include PSG Wealth multi-managed solutions, PSG Asset Management unit trusts 

and unit trusts from a wide range of other management companies for diversification
• Online investment platform allows clients to access and manage their portfolios both 

locally and offshore

• Online trading platform provides clients with direct market access to local and  
international markets

• Involves building a customised portfolio of shares, exchange-traded products and 
derivative trading instruments

• Access to car, household, liability and accident cover through partnerships with leading 
insurance providers

• Advisers assist clients by evaluating available options to structure a tailored insurance 
solution

• A comprehensive suite of local and international unit trusts
• Access to global markets is provided through both foreign-domiciled funds and rand-

denominated feeder funds that invest internationally

FiNANCiAL PLANNiNG

iNvESTMENTS

STOCKBROKiNG

PERSONAL SHORT-TERM iNSURANCE

UNiT TRUSTS

GROUP OvERviEW

PSG KONSULT PRODUCT AND SERviCE OFFERiNG

PSG Insure• Western’s insurance underwriting capabilities provide cover internally and via business 
partnerships with leading insurance providers

• Access to business cover for theft, damages and commercial interruptions
• Analysis and advice on clients’ business insurance needs on a case-by-case basis

COMMERCiAL SHORT-TERM iNSURANCE
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PSG Wealth

PSG Wealth

PSG Wealth

PSG Wealth

PSG Wealth, 
PSG Asset 
Management

PSG Wealth

• Access to combined resources and specialised skills of a selected group of top asset 
managers to target specific investment objectives

• Access to a diverse range of local and global multi-managed funds

• Access to a range of hospital plans and medical aid options through partnerships with a 
selection of medical aid providers

• Gap cover is available as a supplement to medical aid by contributing towards 
hospitalisation and medical costs not covered by a specific plan

• Complete corporate package, including retirement, healthcare and risk benefits
• Analysis and customised solutions based on clients’ needs for corporates, institutions, and 

small to medium enterprises

• Access to life, disability and critical illness cover through partnerships with leading 
insurance providers

• Advisers assist clients by evaluating the available options to structure the most suitable life 
cover on a case-by-case basis

• Investment expertise to assist institutional clients to protect and grow their business 
capital, or perform their fiduciary responsibilities towards their investors

• Management of segregated and institutional mandates, tailored to clients’ business 
requirements

• Management of a range of multi-managed solutions and unit trusts that can be included 
as investment options in retirement funds

• Customisable asset consulting services to institutional investors, allowing clients to 
combine PSG Konsult’s local multi-managed solutions and discretionary portfolios

• Access to a diverse range of local and global multi-managed solutions

MULTi-MANAGED FUNDS

HEALTHCARE

EMPLOYEE BENEFiTS

LiFE iNSURANCE

iNSTiTUTiONAL PORTFOLiO MANAGEMENT

MULTi-MANAGEMENT SOLUTiONS

PSG Wealth• A full estate planning service, including local and offshore trust services
• Assistance with drafting a last will and testament, and acting as executor in administering 

deceased estates

ESTATE AND TRUST SERviCES
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vALUE CREATiON
The outcome of PSG Konsult’s business model is in the value created per stakeholder group. 

PSG Konsult creates value by generating sustainable, consistent and long-term inflation-beating returns. This enables a  
broad range of stakeholders to maintain and improve their livelihoods within a more stable society. Examples include 
increased financial capital and security for stakeholders, as well as secondary outcomes such as employment, improved 
availability of skills, automated processes and deeper relationships. 

Negative outcomes constitute financial loss or negative investment returns, systems failure and the occurrence of other 
operational risk events, which are mitigated through a mature, integrated risk management capability.

Value is created by:
• Providing financial planning assistance, products and services that enable clients to grow and preserve their wealth to 

meet their long-term needs and aspirations. 
• Offering business support, infrastructure and systems to enable advisers to grow their businesses and build long-term 

client relationships.
• Offering employment and training, thereby enabling employees to improve their skills and develop their careers.
• Supporting educational initiatives and enterprise development, enabling suppliers, service providers and communities  

to access business and employment opportunities.
• Ensuring responsible business practices and governance structures, which assure government and regulatory bodies of 

the group’s contribution towards a sustainable, growing, stable and well-functioning financial services industry.

Read more about how PSG Konsult creates value per stakeholder group from page 37.

GROUP OvERviEW
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WHERE WE OPERATE

PSG Konsult has more than 200 offices throughout South Africa and  
a presence in both Namibia and Mauritius.

MAURITIUS

LIMPOPO

NORTH WEST

FREE STATE

NORTHERN CAPE

EASTERN CAPE

LESOTHO

KWAZULU-
NATAL

NAMIBIA

Adviser offices

     211

Advisers

     784

2014 2015 2016 2017 2018

No. of advisers 618 659 711 744 784

     PSG Wealth 406 434 480 515 539

     PSG Insure 212 225 231 229 245

No. of adviser offices 193 193 206 208 211

MPUMALANGA

WALVIS BAY
WINDHOEK

GAUTENG

WESTERN CAPE
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OPERATiNG CONTEXT

KEY MACRO iNDiCATORS

Key indicators 2014
% 

change 2015
% 

change 2016
% 

change 2017
% 

change 2018
CAGR 

%

Rand/US dollar 10.8 8 11.7 35 15.8 (17) 13.1 (10) 11.8 2

Cash Index – SteFI Call 281 5 296 6 314 7 335 7 358 6

All Bond Index 433 15 498 (4) 480 13 544 14 622 10

SA Property Index 485 35 656 (7) 610 5 640 (12) 562 4

FTSE/JSE ALSI 47 329 13 53 344 (7) 49 415 4 51 146 14 58 325 5

GLOBAL CONTEXT AND TRENDS
The global financial services industry has seen steady 
global growth, low inflation, and accommodative 
monetary policies. 

The latter part of 2017 saw a strong recovery in global 
markets in many developed and emerging markets. 
Nevertheless, the global financial services industry also 
faces a changing regulatory landscape, cost reduction 
prerequisites and evolving digital capability.

The World Bank forecasts global economic growth to edge 
up to 3.1% in the next year, as the recovery in investment, 
manufacturing, and trade continues, and as commodity-
exporting developing economies benefit from firming 
commodity prices.

However, in its January 2018 Global Economic Prospects 
report, the World Bank warns that this is likely to be 
a short-term upswing. Over the longer term, slowing 
potential growth – a measure of how fast an economy can 
expand when labour and capital are fully employed – puts 
gains in improving living standards and reducing poverty 
around the world at risk.

Growth in advanced economies is expected to moderate 
slightly as central banks gradually remove their post-crisis 
accommodation and as an upturn in investment levels off. 
Growth in emerging markets and developing economies is 
projected to strengthen as activity in commodity exporters 
continues to recover. 

Disruptive innovation in financial services remains  
a hot topic worldwide.

The trend towards adviser digitisation, which includes  
the emergence of robo-advice tools, is also changing  
the operational context for financial services players. 
It provides, for example, operational efficiency when 
integrated into processes, acts as a catalyst for automation 
and process improvement, and can give clients more  
self-service options.

This financial year saw an increased awareness of the 
potential of deploying blockchain technologies to provide 
transaction authentication and verification efficiencies as 
well as a boom in speculative cryptocurrencies.

GROUP OvERviEW

The group benefits from big economic cycles as bottom-up investors.

PSG Konsult’s disciplined approach to buying low and selling high – regardless of prevailing market sentiment –  
allows the group to capitalise on market and economic cycles. The group is optimistic about return potential over  
the medium to longer term. However, investment risk remains material and PSG Konsult proceeds with caution when 
selecting investments. 

Digitisation and automation strengthen the adviser offering.

New technologies enable the role of the ‘complete adviser’ – someone who can spend 100% of their time on client 
relationship building. The group continues refining its myPSG and myPractice platforms and makes highly skilled and 
strategic appointments to support this area of growth. 

Many smaller investors have flocked to digital currency exchanges to get a piece of the action. However, PSG Konsult, 
and most institutional investors, still believe cryptocurrencies are too speculative to warrant the risk.

PSG KONSULT'S RESPONSE
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Looking to and attempting to understand the future helps to ensure that we are not hostage to short-term budgets 
and current organisational structures. 

In challenging times, PSG Konsult focuses on capital preservation.

The group is exposed to currency, bond and equity markets, which react swiftly to national economic events.  
The immediate concern is always the impact on its business and its clients. This means determining levels of risk  
and taking mitigating actions.

PSG Konsult is well positioned to continue gaining market share and seeking out opportunities. 

In a challenging investment climate, investors are best served by focusing on capital preservation without missing 
out on the opportunities that gloomy local sentiment presents. There are still attractive, isolated opportunities, 
particularly in the domestic stock market. Poor domestic sentiment is likely to have given rise to mispricings, which 
will provide good long-term returns at acceptable levels of risk.

PSG Konsult is well capitalised and ready to respond to any required regulatory challenges. 

PSG Konsult is an active participant in industry bodies and working committees and engages with industry as well  
as the regulator. In addition, the group is an early adopter of regulation and has completed three rounds of Own Risk 
and Solvency Assessment (ORSA) reports, with continuous enhancements. 

LOCAL CONTEXT AND TRENDS
Political uncertainty has impacted PSG Konsult’s local 
operating environment. 

South Africa experienced a year characterised by exchange 
rate volatility, low gross domestic product (GDP) growth 
and sovereign rating downgrades. Real disposable income 
growth remained soft, reflected in modest consumer 
spend data. Heightened economic policy uncertainty and 
weak earnings impacted negatively on private sector fixed 
investment.

However, the South African economy could be in  
for a mild recovery in 2018.

There has been a recent positive pick-up in business 
confidence and mood. Current positive sentiment and 
expectations of economic and political stability following 
Cyril Ramaphosa’s election as president should boost 
the domestic economy. Improved cooperation between 
business and government brought some stimulus  
following a clear commitment to address economic and 
governance issues. 

Consumer inflation slowed down considerably over  
the last year and the market seems to be expecting a 
few interest rate cuts in the coming year. However, it is 
expected that the decrease of inflation will decelerate in 

the coming months. This could see lower interest rates,  
if the rand continues to gain. Lower inflation and the 
decline in interest rates could spur consumer spending  
and confidence.

Emerging market bonds continue to trade at attractive 
yields relative to those available in developed markets.  
This has seen South African bonds attract foreign buyers. 

Risks to growth remain, mainly from a still somewhat 
uncertain domestic political climate, as well as severe 
drought conditions in the Western Cape and other parts  
of the country. These are a concern, not only to the primary 
sectors, but also the secondary and tertiary sectors of  
the economy.

The transformation of the South African financial 
services industry continues. 

During the current financial year, the Financial Sector 
Regulation Act was signed into law, which makes provision 
for the Twin Peaks model of financial sector regulation. This 
results in the establishment of a dedicated financial conduct 
regulator and prudential authority. The implementation  
of SAM as well as the Retail Distribution Review (RDR),  
are pending. It is expected that the South African Protection 
of Personal Information Act, No. 4 of 2013 (POPI) will come 
into force within the next 12 months. 

PSG KONSULT'S RESPONSE

Creativity and innovation are at the heart of our business model.  
We constantly aim to identify new trends and potential risks. 



33INTEGRATED REPORT 2018

GROUP OvERviEW

BRAND
The PSG brand is a valuable asset for the group.
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 brand is subject to stringent 
governance wherever it is used, due to the wider impact 
that reputational damage can have. The use of the brand 
outside of South Africa requires the expansion of brand 
governance. Responsible brand investment is critical and 
tightly controlled in line with the growth of the group.

The group increased engagement with clients  
in uncertain times.
PSG Konsult believes that an effective wealth management 
process includes providing guidance and comfort to 
investors so they are well equipped to make informed and 
rational decisions. The ability to avoid emotional decision-
making is the astute investor’s greatest asset. 

Given the heightened economic, political and social 
uncertainty in South Africa, the group aimed to provide 
advisers with more frequent opportunities to engage with 
their clients around areas of concern. Starting in May 2017, 
adviser offices undertook more than 66 events (an average  
of 7 per month), reaching more than 3 394 clients. Starting 
in January 2018, PSG Konsult undertook a series of 23 events 
nationally with political commentator and journalist Justice 
Malala, reaching almost 3 000 clients. 

BRAND AND AWARDS

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

• PSG Wealth was recognised 
at the SA’s Top Stockbrokers 
Awards:
– The division maintained 

its Top 10 overall ranking
– It was ranked fourth in 

the Top Online Broker 
category

• Ranked fourth in the 2017 
Intellidex Wealth Manager  
of the Year competition

• 28E Capital received the 
following Intellidex awards:
– Top CFD provider, 2017
– People’s choice award, 

2017
– SA’s top stockbrokers, 

fourth overall, 2017

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

• Second place in the 2018 
Morningstar Awards in the 
Best Fund House – Larger 
Fund Range category

• The PSG Balanced Fund 
was named Best Aggressive 
Allocation Fund at the 2018 
Morningstar Awards

• 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)

• PSG Meesterplan won Diamond 
Broker of the Year – first place 
at CIB’s 2017 broker awards

• PSG Insure recognised as the 
Santam National Broker of the 
Year for commercial lines and 
assets and crop insurance 

• PSG Insure won Corporate 
Broker of the Year – 1st place

PSG Wealth PSG Asset Management PSG Insure

AWARDS

In total, the number of events grew by 169% during the 
financial year, which significantly increased client reach. 
Event expenditure therefore increased by 23% in line with 
this strategic focus.

It is not possible to reach all clients on a face-to-face basis, so 
the group also engaged with clients digitally, hosting a total 
of 83 webinars, and reaching more than 1 682 attendees. 

Client engagement is an investment in building sound 
relationships based on meaningful interactions. This is a key 
driver of customer loyalty and client growth. In a market 
environment that is likely to remain challenging for the 
foreseeable future, this approach will serve the group well.

These efforts are over and above PSG Konsult’s 
regular communications. 
The group has taken stock of its regular publications, added 
additional ones that add value to advisers and clients, and 
focused on ensuring the readability and usability of these 
across the board. 

Further effort was directed at digital exposure, embedding 
the ‘Bigger Picture Thinking’ advertising campaign, increasing 
public relations and maintaining quality client communication. 

The group will maintain high-frequency coverage across  
print and digital media and ensure consistency and quality 
across all client communications, including emails and social 
media, as well as adviser-hosted client events.
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OUR MiLESTONES

The timeline below is an overview of the major events in PSG Konsult’s history with the emphasis on organic growth in the 
current phase.

1998 – PSG Group acquired 50% shareholding in PSG Konsult 

2003 – PSG Konsult acquired 51% interest in PSG Konsult Namibia, increasing its shareholding in 2014  
and 2015 to 58%

2005 – Shares made available to the public through an over-the-counter (OTC) trade platform

2006 – PSG Konsult acquired 100% of Online Securities (today known as PSG Securities) from PSG Group

2008 – PSG Konsult acquired 49% of the shareholding in PSG Konsult Nhluvuko (today known as  
PSG Employee Benefits) in an empowerment deal, increasing its shareholding to 74% in 2010

2011 – PSG Konsult acquired 100% of PSG Asset Management, including PSG Life and PSG Invest, from PSG Group

2012 – PSG Konsult acquired 75% of Western Group Holdings (Western) over two transactions during the year

2013 – Internal restructuring undertaken, streamlining multiple business units into three divisions

 PSG Konsult acquired the remainder of Western in two transactions and subsequently disposed of 40% of its 
shareholding to Santam

2014 – PSG Konsult listed on the JSE and NSX

2015 – PSG Konsult acquired a 70% shareholding in Mauritius-based DMH Associates (now PSG Wealth (Mauritius))

2016 – PSG Konsult acquired Ramet & Associés Ltée (now PSG Securities (Mauritius))

2017 – PSG Insure concluded an agreement to acquire Absa Insurance and Financial Advisers Proprietary Limited’s 
(AIFA’s) commercial and industrial short-term insurance brokerage business in September 2017

2018 – PSG Insure concluded an agreement to acquire the remaining personal lines short-term insurance face-to-face 
advisory brokerage business from AIFA in February 2018

 PSG Wealth acquired 28E Capital brokerage, effective 1 April 2018

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

DEvELOPMENT PHASE

ACQUiSiTiON PHASE

GROWTH PHASE

EXTENDED GROWTH PHASE

Dates provided refer to calendar years.
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TRACK RECORD
PSG Konsult has created superior shareholder  
value since 2005.

Since PSG Konsult commenced business in 1998, the group 
has demonstrated growth in all major financial indicators. 
Through its various strategic phases, PSG Konsult has 
continuously created wealth for its shareholders by 
delivering share price appreciation and paying dividends.

Performance should be measured by the return  
an investor receives over time, with a focus on  
per share wealth creation.

When evaluating PSG Konsult’s performance over the 
long term, the total return index (TRI) is an appropriate 
measurement tool. 

The TRI is the compound annual growth rate (CAGR) of an 
investment, and is calculated by taking cognisance of share 
price appreciation, dividends and other distributions. This is 
a sound measure of wealth creation and a reliable means of 
benchmarking different companies.

PSG Konsult has substantially outperformed the  
FTSE/JSE ALSI TRI over 13 years to 28 February 2018.

If R100 000 had been invested in PSG Konsult shares on 
the day that OTC trading commenced in 2005, and if all 
dividends and other distributions received over the period 
had been reinvested, this amount would be worth over  
R4 million on 28 February 2018, at a CAGR of 33%  
(27% in US dollar terms).

Date

Number of 
PSG 

Konsult
 shares

PSG 
Konsult

 investment 
R

Annual 
growth in 

investment 
%

JSE ALSi 
TRi

JSE ALSi
 investment 

R

Annual 
growth in 

investment 
%

11 April 2005 250 000 100 000 1 311 100 000

28 February 2006 260 725 286 797 187 1 926 146 929 47

28 February 2007 297 398 490 706 71 2 670 203 678 39

29 February 2008 309 914 526 854 7 3 255 248 335 22

28 February 2009 327 703 426 014 (19) 2 032 154 988 (38)

28 February 2010 351 652 509 895 20 3 013 229 848 48

28 February 2011 373 653 597 845 17 3 723 284 027 24

29 February 2012 395 168 790 336 32 4 082 311 393 10

28 February 2013 422 411 1 203 871 52 4 870 371 546 19

28 February 2014 435 546 2 177 731 81 5 981 456 251 23

28 February 2015 441 856 3 190 197 46 6 946 529 912 16

29 February 2016 447 709 3 080 237 (3) 6 643 506 779 (4)

28 February 2017 455 295 3 419 266 11 7 061 538 627 6

28 February 2018 462 322 4 022 205 18 8 292 632 573 17

CAGR % 33 15

RECURRiNG HEADLiNE EARNiNGS BY DiviSiON
Compound growth of 23% since 2014

Recurring headline 
earnings

2014
Rm

% 
change

2015
Rm

% 
change

2016
Rm

% 
change

2017
Rm

% 
change

2018
Rm

CAGR 
%

PSG Wealth 162 41 228 25 286 1 287 18 339 20

PSG Asset Management 54 51 82 1 83 57 130 20 156 30

PSG Insure 35 (12) 31 29 40 70 69 4 71 20

Total 251 36 341 20 409 19 486 16 566 23

GROUP OvERviEW
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PSG Konsult’s mission is to make a difference in the lives of all stakeholders, 
by creating and preserving wealth through excellence. 

PSG Konsult’s stakeholder relationships have formed over time as the group has interacted with a variety of people. These 
relationships have evolved into natural stakeholder groups. The stakeholders, their interests and level of influence in the 
group’s operations will vary according to geographic location, business area and the nature of their interest. PSG Konsult’s 
primary focus is on the following groups:

Advisers Employees Clients Shareholders  
and analysts

Suppliers, service 
providers and 
communities

Government, 
regulatory bodies 

and industry 
associates

PSG Konsult recognises the need to continually adapt, 
improve and deliver value for all stakeholders.

Stakeholder engagement is critical to achieve the group’s 
ambition of becoming the investment business partner and 
employer of choice in the countries in which it operates. 

PSG Konsult continuously strengthens its stakeholder 
engagement through a range of activities. It understands 
its role as the ‘relationship owner’ and has consolidated its 
learnings from these activities. 

The board oversees stakeholder management.

Based on the emphasis that King IV™ places on roles 
and responsibilities regarding stakeholders, the board has 
an outcomes-based approach for evaluating stakeholder 
engagement. The management teams of the divisions are 
responsible for implementing and monitoring stakeholder 
engagement in their respective areas of business.

The group’s approach to stakeholder engagement is 
based on the following principles:

• mutual respect;
• openness and transparency;
• supportive and responsive interaction;
• regular and structured engagement; and
• treating all stakeholders as existing or potential clients.
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STAKEHOLDERS

ADviSERS

PSG Konsult understands the importance of personal 
service and building relationships with clients. 

Advisers provide the connection between PSG Konsult and 
clients, and represent the group in the client relationship. 
PSG Konsult’s competitive advantage is the ability to 
provide personal service to clients, in the cities and towns 
where they live. 

PSG Konsult advisers are independent. 

Advisers are governed by strict operational procedures  
and PSG Konsult regulates the advice process rigorously. 
This ensures that clients receive high-quality advice. 
However, advisers are not limited to offering only  
PSG Konsult products, which is a constraint for tied agents 

affiliated to many other South African product providers. 
The group’s advisers sell PSG Konsult products in addition 
to a wide variety of other local and offshore products. This 
model ensures that clients receive the most suitable and 
competitive offering to meet their unique requirements. 

The group prides itself on the business acumen and 
quality of its independent advisers. 

Particularly in turbulent market conditions, clients need 
advice. PSG Konsult recognises the role advisers play in 
maintaining trusted client relationships, and in growing the 
business. Their ability to attract new clients, advise existing 
clients and ensure long-term relationships is critical for the 
PSG Konsult business model to be able to deliver value.

ADviSERS PER DiviSiON

Number of advisers 2018 2017

PSG Wealth 539 515

PSG Insure 245 229

Total 784 744

ADviSERS PER DiviSiON OvER FivE YEARS
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We fundamentally believe that providing excellent service to our clients and 
building a great business is a team effort.
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GROWiNG OUR ADviSER BASE
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Growing the adviser base takes place with an 
emphasis on quality over quantity.

A major focus for PSG Konsult is to attract and retain 
advisers who possess excellent business acumen and the 
ability to provide meaningful and effective advice. They 
have to offer clients investment solutions that will meet 
their needs by growing and preserving their wealth. 

The group is continually expanding its adviser network to 
deliver positive client inflows. It undertakes this through 
organic growth and selected adviser acquisitions. The 
number of net new joiners in 2018 was 40, compared 
to 33 in 2017. The group will add a further 152 advisers 
and over 77 000 new clients to the business during the 
2019 financial year as a result of the AIFA and firstEquity 
transactions. 

While growth is the overarching objective of the group’s 
strategic focus, expansion takes place with an emphasis on 
quality over quantity.

PSG Konsult’s adviser learnership programme has seen 
good growth over the past 10 years and adds quality 
advisers to the network.

HOW PSG KONSULT CREATES vALUE FOR ADviSERS
Through its adviser model, the group aims to:
• stimulate growth for advisers;
• maximise advisers’ time with clients;
• save advisers money;
• give advisers and their clients peace of mind; and
• increase advisers’ professionalism.

PSG Konsult offers advisers a compelling value 
proposition.

PSG Konsult’s advisers can take advantage of the group’s 
comprehensive financial services offering, established brand 
and performance track record. 

Advisers can participate in an entrepreneurial remuneration 
model and become fully integrated into the group’s 
administrative processes and systems, while remaining 
independent. The model allows them to share in the 
ownership of their income streams while still maintaining 
full discretion over where their business is placed. Advisers 
can form associations with other PSG Konsult advisers and 
offices to offer a wider range of services. The adviser model 
also creates greater opportunity for specialisation.

See PSG Konsult’s adviser value proposition  
on page 26. 
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REvENUE CREATED FOR ADviSERS (Rm)
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PSG Konsult continually enhances the products, 
operational support and technological capabilities it 
offers advisers.

To help advisers maintain trusted relationships with their 
clients and provide them with an excellent service offering, 
PSG Konsult offers a wide range of best-of-breed product 
providers and products, as well as adviser support services. 

PSG Konsult has agreements with more than 200 service 
and product providers, providing advisers with direct access 
to and visibility of all their funds and products. The wide 
and diverse range of available products allows advisers to 
remain objective, make independent decisions and choose 
products that are best suited to their client’s needs. This 
also protects advisers and clients from contagion risk. 

Increasing regulatory requirements are resulting in a 
significant administrative, cost and capacity burden 
for advisers.

PSG Konsult creates value for its adviser network by 
shouldering much of the burden of regulation and 
administration, thus creating an environment in which 
advisers are able to focus on delivering high-quality advice 
and creating relationships of trust with clients. Support 
services include: 

• administrative support: HR, financial and operational;
• due diligence: robust processes when selecting new 

products and services, including the respective  
product providers;

• training and development: induction and ongoing 
development initiatives;

• IT and CRM: a comprehensive practice management 
tool, online planning aids and disaster recovery sites;

• technical advisory services: specialist in-house advice on 
investment planning, tax, legal and more;

• compliance and risk management: PSG Konsult pays 
FSB levies, acts as key individual and has professional 
indemnity cover on behalf of advisers;

• marketing support: branding, design and client 
communication; and

• succession planning: contingency planning.

The adviser model provides consistency and 
continuity for clients.

The onboarding of a new adviser, once all agreements 
and system access points are activated and in place, is a 
seamless process, without any interruption or changeover 
affecting the client. Through its adviser network,  
PSG Konsult offers succession options for advisers who 
want to sell their businesses or retire. This also adds value 
for clients, as it supports PSG Konsult’s cradle-to-grave 
approach. This ensures that clients have the comfort of 
continuity, a consistent approach and historic records 
throughout their financial life cycle.

STAKEHOLDERS
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PSG Konsult’s adviser value proposition, including interaction with and support from the group, can be summarised  
as follows:

PSG KONSULT ADviSER

ENTREPRENEURIAL MODEL

FULLY FLEDGED FINANCIAL SERVICES BUSINESS

ADviSER ENGAGEMENT AND DEvELOPMENT
Senior management ensures that communication 
channels with advisers are open, honest and 
effective.

The group shares a clearly articulated strategy and 
achievable growth targets with its advisers and offers them 
compelling products and services with a demonstrable 
growth record.

PSG Konsult engages with advisers on an  
ongoing basis.

Formal and ad hoc meetings are held with advisers 
throughout the year, with the key events in South Africa 
attended by Namibian and Mauritian advisers. 

The following engagement and development initiatives  
support value creation for advisers and PSG Konsult: 

• Annual conference – PSG Konsult holds an annual 
conference to which it invites advisers and professional 
associates from all the markets in which it operates. 
The purpose is to engage with the group’s leadership 
on strategic objectives, identify potential client product 
and service opportunities, discuss the impact of 
changes in the regulatory environment, and unpack 
related industry trends. The theme of the conference 
held in May 2018 was ‘Game ON’.

• Adviser strategy sessions – Bi-annual adviser 
strategy sessions are held with selected advisers 
to allow management the opportunity to conduct 
focused strategic discussions on industry-related issues 
and challenges in the intermediary space. It is also an 
opportunity to share adviser success stories.

• Data management
• Information infrastructure
• IT security

• Growing brand awareness
• Client communication and 

events 
• Client relationship 

management

• Technical advisory services
• Established due  

diligence processes

Information systems

Marketing supportProduct and supplier 
analysis

• Compliance, risk and legal
• Human resources and payroll
• Finance
• Training
• Adviser learnership  

programme

Support services
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• Adviser work sessions – Bi-annual work sessions are 
held to keep advisers and their employees up to date 
with changing legislative requirements and internal 
enhancements. 

• PSG Distribution graduate programme – Part of 
PSG Konsult’s transformation initiative is to place 
graduates for a two-year period within adviser offices 
to grow our EE employees. As part of the development 
of the graduates, they will be exposed to various areas 
within the office, for example myPractice coordination, 
claims and underwriting. In year two, the graduates 
will be exposed to soft skills, product and technical 
training. The aim, after the two-year programme, 
is to employ them permanently in the respective 
offices, either in support roles or as wealth managers. 
Currently, we have 11 graduates (2 at Insure adviser 
offices and 9 at Wealth adviser offices).

• PSG Insure learnership and internship programmes – 
The twelve-month, work-based PSG Insure learnership 
programme is aimed at creating a talent pipeline  
of young employment equity learners by equipping 
them with a solid foundation of insurance knowledge, 
qualifications and experience. The focus is to help 
unemployed learners gain employment by providing 
them with the opportunity to study towards a full short-
term insurance qualification and gain meaningful work 
experience. This is followed by the twelve-month  
PSG Insure internship programme, where learners 
are required to work under supervision to qualify as a 
registered representative. Currently, we have 2 learners 
and 7 interns in the PSG Insure programme, and a 
further 4 learners are part of the Santam programme. 

• Regular communication – PSG Konsult distributes a 
range of communications via an internally developed 
client relationship management system (myPractice).

• myPSG platform – This provides clients with an 
intelligent dashboard view of all their PSG Konsult 
products, as well as information on other products 
invested in via a PSG Konsult adviser. It also allows 
clients to access important documentation, such as 
Financial Intelligence Centre Act, No. 38 of 2001 (FICA) 
documents, calculators and news feeds. Advisers can 
access all their clients’ details by using a single login 
to see share and fund information, statements and 
transactional instructions.

PSG Konsult aims to prepare advisers for 
macroeconomic events. 

Socio-economic events typically create media hype, swings 
in market sentiment and volatility, which requires a robust 
advice process. The group engages with advisers through 
proactive scenario descriptors and responses, thus enabling 
them to be on the front foot and able to advise clients 
appropriately. Advisers are often reminded that a long-term 
view on financial planning, relating back to individual client 
objectives, remains key.

In view of heightened investor uncertainty in South Africa 
during this financial year, the group provided advisers with 
more frequent opportunities to engage with their clients 
around areas of concern. Starting in May 2017, adviser 
offices undertook an average of 7 client events per month.

STAKEHOLDERS

Read more about PSG Konsult’s adviser-hosted client events in brand and awards on page 33.
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EMPLOYEES

Our people are our strength. We believe in a culture of performance and 
meritocracy, where income, promotion and progression are always based  
on individual excellence and the overall betterment of our group.

PSG Konsult employs 2 488 people across South Africa, Namibia, Guernsey, Malta and Mauritius. 

As is the case with other financial industry 
players, PSG Konsult requires a range of 
specialist skills in the following areas:

• asset management;
• data analytics;
• legal and compliance, risk management  

and finance;
• product specialists;
• short-term insurance underwriting; and
• system architects.

PSG Konsult offers employment  
opportunities to:

• bursary and internship applicants;
• graduates; and
• mid-career professionals.

SPECiALiST SKiLLS EMPLOYMENT OPPORTUNiTiES

Employees are the most significant source of human 
capital and therefore provide a critical input into  
PSG Konsult’s business model. 

The ability and willingness of employees to perform at 
consistently high levels is integral to successfully delivering 
on the group’s strategic objectives. To create and sustain 
a diverse, high-performance culture, the group invests in 
performance management and employee development 
initiatives for which the centralised human resources 
function is responsible.

PSG Konsult has continued increasing its staff complement 
in areas like IT to optimise client experiences, as well as 
legal and compliance and risk management, due to the 
increased regulatory burden on the financial services 
industry.

GROWTH iN EMPLOYEE NUMBERS 

Number of employees per division 2018 2017 2016

PSG Wealth 1 537 1 560 1 350

PSG Asset Management 93 95 91

PSG Insure 858 780 728

Total 2 488 2 435 2 169

Number of employees per geography 2018 2017 2016

South Africa 2 440 2 390 2 125

Namibia, Mauritius, Malta and Guernsey 48 45 44

Total 2 488 2 435 2 169
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EMPLOYEE DEMOGRAPHiCS

Education

Hierarchy

HOW PSG KONSULT CREATES vALUE FOR EMPLOYEES
PSG Konsult believes that all employees are integral 
to the functioning of the group. 

PSG Konsult’s governance and management structures 
enable it to create value for employees:

• The social and ethics committee monitors group 
activities relating to sustainability and transformation, 
as well as the ethical conduct of employees. This 
ensures that employees receive equal advancement 
opportunities and that they work in a safe environment 
where they can do their best work, and fulfil  
their potential.

• The remuneration committee is responsible for 
developing and implementing fair remuneration 
practices that are applied consistently throughout the 
group. This ensures that employees’ performance is 
recognised and rewarded.

The group offers bursaries, study loans and 
learnerships across all aspects of the business. 

The development of employees is a priority for  
PSG Konsult. To ensure long-term well-being and job 
security, the group offers employees development through 
career enhancement opportunities. These include bursaries 
and study loans for work-related disciplines or future 
business requirements in specialist fields, which allow 
employees to enrol for part-time or full-time studies.

The PSG Konsult bursary and graduate programme aims 
to create a pipeline of young talent within the financial 
services industry. It is open to students from previously 
disadvantaged backgrounds who are in their honours year 
at selected universities. The programme offers financial 
assistance, including a monthly stipend and funds for 
textbooks. After graduating, participants undergo a  
one-year internship, where they are exposed to on-the-job 
training and mentorship across various departments  
within the group and in the adviser space.

STAKEHOLDERS

1 Prior year figures were updated to align to the current year method of presentation.

1 Prior year figures were updated to align to the current year method of presentation.
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During the financial year, the group increased the number 
of students to 40, from 30 in the previous year. Because 
of the increasing importance of digitisation in the financial 
services space, PSG Konsult’s current focus is on attracting 
students with statistics and technology skills. To this end, 
the group had a strong presence at career fairs held  
at universities. 

Employees attend an annual wellness day and have 
access to health and safety representatives in  
the workplace.

At the annual wellness day, PSG Konsult offers preventative 
wellness screenings to alert employees to their current 
health and lifestyle risks, as well as advice on what to 

do about those risks. These include glucose, cholesterol, 
blood pressure, weight, height, body mass index and HIV 
screenings. Professional wellness specialists are available to 
provide counselling to employees throughout the day. This 
year the group also partnered with Herbalife, GO Health 
Club and the Movember Foundation to offer yoga, healthy 
cooking demonstrations and a spinning competition. 

REvENUE CREATED FOR EMPLOYEES (Rm)
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EMPLOYEE ENGAGEMENT AND DEvELOPMENT
In addition to the daily engagement with different divisions 
and functions within PSG Konsult, employees benefit from 
formal engagement events.

PSG Konsult starts its relationships with employees 
through a recruitment and induction programme. 

This programme is upfront about the group’s core business 
principles (which define its values and behaviours), and 
highlights the importance and value of employees. The 
programme assists new employees to adjust as quickly and 
comfortably as possible to the new working environment. 
It also aims to achieve maximum working efficiency in the 
shortest possible time.

The group conducts a bi-annual performance 
management process.

This consists of a formal assessment according to a list 
of key performance indicators and responsibilities agreed 
upon between the employee and their line manager. This 
aligns the time and effort contributed by every individual 
with the overall strategic objectives and goals of the group. 
Variable compensation and salary increases are linked to 
the outcomes of these meetings, in addition to divisional 
and group performance.

Read more about employee remuneration in the 
remuneration report on from page 114. 
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Employees undergo continuous training and attend 
information sessions and seminars on specific topics.

This includes training on preparing and delivering 
presentations, as well as engagements on tax updates, 
regulatory requirements and new systems. 

TRANSFORMATiON
As stated in the core business principles, PSG Konsult 
is, first and foremost, a South African company. 

The group considers transformation to be a sustainable 
business imperative. PSG Konsult received a level 6 
contributor score for the BBBEE verification done by 
AQRate Proprietary Limited for the past financial year in 
terms of the previous Financial Sector Code, which was 
launched in 2013.

The revised Financial Sector Code was gazetted in 
December 2017 and is now a legally binding document 
on all entities and organisations operating in the financial 
sector. PSG Konsult's 2018 performance will accordingly be 
measured against this code. This verification is still in the 
process of being finalised.

As at 28 February 2018, 24% of the 2 488 (2017: 24%  
of the 2 435) people employed represented African, 
Coloured and Indian employees. PSG Konsult continues 
monitoring and improving the recruitment and retention 
of African, Coloured and Indian employees. Of our total 
employees, 65% are female (2017: 65%).

The group has seen a continual improvement in the 
employment equity numbers over the last few years. 

The industry requires unique and specialised skills which are 
not readily available, hence the effort since 2008 to attract 
and develop young talent through the adviser graduate and 
bursary programmes.

PSG Konsult will continue to promote the industry and 
the group to young graduates, and will work closely with 
ASISA and other industry players to collectively address 
transformation in financial services.

STAKEHOLDERS
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CLiENTS

Our clients are our priority.

PSG Konsult’s more than 200 000 clients are predominantly 
South African and consist mainly of retail clients (in higher 
income groups) and selected institutional clients.  
PSG Konsult believes in servicing clients where they  
reside, through the broad geographic footprint of the 
largest independent adviser network in South Africa.

Clients pay PSG Konsult for advice, products and services, 
thereby creating financial capital through a sustainable 
income stream for the group. PSG Konsult also invests funds 
on their behalf and according to their instructions. The  
group has R402.1 billion of assets under administration  
and R205.4 billion of assets under management.

Client retention is a key component of managing the 
group’s recurring profitability over the long term.

PSG Konsult is focused on client-centricity to ensure that 
clients’ experience of its products and services, as well as 
their relationships with advisers, continue to improve while 
their financial wellness increases. 

Client retention initiatives are built into the value chain, 
including post-sale client service and claims management. 
This ensures that the group writes and retains high-quality 
business.

HOW PSG KONSULT CREATES vALUE FOR CLiENTS
The group creates value for its clients by establishing 
relationships of trust and providing peace of mind 
when it comes to their money over the long term. 

The group’s legacy of client ownership entrenched a culture 
where decisions are weighed according to their value to 
clients. This is supported by a disciplined and consistent 
approach to delivering appropriate financial advice.

PSG Konsult offers long-term financial solutions, enabling 
clients to protect their assets and grow their wealth. 
The group offers high-quality products and personal 
services that are tailored to individual needs, backed by an 
established brand and track record of performance.

PSG Konsult offers clients good advice, good service 
and quality products that meet client needs and 
expectations.

In a disrupted world, things change rapidly. This ranges 
from the political or economic landscape to technologies 
and client expectations. PSG Konsult keeps up with 
industry trends in South Africa and abroad to ensure client 
expectations are met and exceeded. 

The group’s multi-channel distribution approach ensures 
that clients are reached and serviced through their preferred 
channel. The distribution model is continually being adapted 
to changing client preferences, with increased focus being 
placed on further improving the group’s digital capability.

PSG Konsult’s governance structures create value for 
clients through the following committees:

• The customer service review committee ensures that 
the necessary processes and systems are in place for 
PSG Konsult to comply with the Treating Customers 
Fairly (TCF) framework. It also identifies opportunities 
and makes recommendations to improve customer 
service levels and manage risks on their behalf.

• PSG Wealth’s product governance committee  
confirms that all approved products adhere to the 
group’s risk appetite and meet clients’ risk versus 
return requirements.

Unit trusts Multi-manager solutions Voluntary investment plan

Tax-free investment plan Endowments Retirement annuities

Preservation funds Living annuities Offshore investments

Personal share portfolios Local and offshore equities Single stock futures

Contracts for difference Currency futures Call and notice deposits

Hedge fund life portfolios Life portfolios Structured products Corporate cash solutions

ACCESS TO BEST-OF-BREED PSG PRODUCTS AND A WiDE CHOiCE OF UNDERLYiNG iNvESTMENTS



49INTEGRATED REPORT 2018

PSG Konsult takes its fiduciary duty to protect clients’ 
assets seriously. 

In the service of this duty, and to live up to its promise  
of trustworthiness and quality, the group has a number of 
processes and controls in place. PSG Konsult:

• follows a robust due diligence process prior to 
accepting any new products and services, which 
includes the respective product providers;

• maintains mutually beneficial relationships with all 
business partners;

• constantly monitors the financial soundness of all 
product providers through risk and compliance 
measures;

• has dedicated compliance officers to oversee all 
compliance processes, businesses, platforms and 
transactions; 

portfolio planning and charting tools

O
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• has an independent risk management department to 
assess all potential risks and the implementation of any 
mitigating actions;

• maintains strict compliance with all laws, regulations 
and international best practice;

• actively encourages and manages good working 
relationship with regulators and a culture of 
compliance;

• has an internal audit function that performs numerous 
reviews during the year, to make sure the controls and 
processes surrounding clients’ assets are sufficiently 
secure and effective; and

• has not received an adverse ruling against the group 
since the establishment of the ombudsman for 
financial service providers 10 years ago, confirming 
the integrity of its products and its excellent service 
to clients.
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Client value proposition: PSG Wealth
PSG Wealth is focused on offering an end-to-end 
client proposition.

The division makes the broadest possible range of local and 
offshore investment products and instruments available to 
investors through its extensive distribution network, with 
strong relationships between advisers and clients. 

PSG Wealth’s investment and trading platform offers an 
extensive range of local unit trusts from other investment 
management companies in addition to PSG Konsult funds, 
complemented by the tools to help navigate them.

PSG Wealth is focused on the following core 
capabilities:

• innovative and profitable products and services within 
acceptable risk parameters;

• client services and CRM;
• integrated end-to-end platforms;
• accessibility through a range of communication 

channels; and
• quarterly, monthly and daily communications.

Growth in new clients can largely be attributed to client 
referrals, which is testament to the client service excellence 
of the division’s advisers. 

Client value proposition: PSG Asset Management
PSG Asset Management offers long-term retail  
and institutional investment management.

The division follows a bottom-up approach with a strong 
emphasis on capital preservation and risk management. 
PSG Asset management is focused on positioning its funds 
on a number of key platforms to enhance accessibility for 
clients and advisers. 

PSG Konsult offers clients good 
advice, good service and quality 
products that meet client needs  
and expectations.

The division prioritises the following core capabilities:

• easy, accessible investment platforms:
– a simple, yet comprehensive range of funds over 

the entire investment risk spectrum;
– local unit trusts and access to global markets 

through rand-denominated unit trusts that invest 
internationally, and foreign currency-denominated 
global funds;

• long-term performance track record:
– highly qualified, stable and experienced 

investment team;
– house view adopted by investment team to 

optimise research ideas and ensure a greater 
degree of consistency across the fund range; and

• quarterly and monthly communications.

Client value proposition: PSG Insure
PSG Insure protects clients from the negative impact 
of unforeseen events through customised short-term 
insurance solutions. 

The strategic emphasis of the division is on profitable 
growth in an environment characterised by low growth 
rates, and on increased market awareness of the  
Western brand. 

PSG Insure is focused on the following core 
capabilities:

• short-term distribution:
– direct sales and access to products through a large 

adviser network;
– established systems and processes;

• short-term administration:
– dedicated claims team;
– skilled and experienced underwriting team;
– client self-service system and access to  

product range;
• established insurance business (Western):

– various distribution channels extending reach and 
accessibility;

– quality and diversity of product range; and
– emphasis on personalised service.
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PSG Insure offers a full range of short-term insurance products:

Car and home 
insurance

Liability and 
accident cover

Top-up  
cover

Business  
insurance

Specialised business 
insurance

Top-up  
cover

PERSONAL iNSURANCE COMMERCiAL iNSURANCE

CLiENT ENGAGEMENT

Client engagement has been a key focus area for  
PSG Konsult during the year. 

The focus was on direct client contact through the group’s 
adviser network, client events and webinars. This type of 
direct contact supports the group’s business principle of 
building trust relationships with clients. It also creates an 
improved understanding of financial products, services and 
processes, ensuring an increased uptake in appropriate 
products and services. 

Read more about PSG Konsult’s client events in 
brand and awards on page 33.

Client engagement also happens daily through  
a variety of channels, from personal to direct online 
interaction. 

The major elements of client engagement are:

• the myPSG integrated online platform, which provides 
clients with a dashboard view of their entire portfolio 
across the PSG Konsult group. Secure online access is 
improved, as log-in credentials are required for only 
one site and the risk of data being compromised is 
significantly reduced;

• client newsletters keep clients informed about 
macroeconomic factors and trends, investment 
opportunities, new products and services; and

• securities platform trade notes and investment insights 
are shared with clients on a daily basis, including the 
views and trade ideas of the equity research team.

PSG Konsult welcomes client feedback – both positive 
and negative. 

The group is committed to incrementally improving its client 
interactions. Client feedback provides an understanding of 
where the group is falling short of expectations and enables 
improvement.

STAKEHOLDERS
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SHAREHOLDERS AND ANALYSTS

The balance of the shares is owned by PSG Konsult’s 
directors, employees, advisers, institutional investors  
as well as the general public. 

The group again strengthened its institutional investor 
shareholder base, which now constitutes 13.7% (2017: 
10.5%) of the total shareholding. Coronation Asset 
Management was the largest institutional investor, 
increasing its shareholding to 8.0% from 6.3% in 2017.

2018 2017

Distribution of shareholders1
Number of 

shares % of total
Number of 

shares % of total

Non-public

PSG Group (through PSG Financial Services) 810 058 551 60 810 058 551 61

PSG Konsult directors 90 844 971 7 94 211 272 7

Management 22 752 305 2 23 132 758 2

Treasury shares 24 789 555 2 8 989 464 1

Public

Coronation Asset Management 107 563 477 8 83 729 823 6

Public Investment Corporation

(including Government Employees Pension Fund) 20 963 968 2 20 963 968 2

Other public shareholders 265 269 381 19 281 014 190 21

Total 1 342 242 208 100 1 322 100 026 100

1  Includes treasury shares held.

2018 2017

Spread of listed holdings – number  
of shareholders1

Number of 
shareholders % of total

Number of 
shareholders % of total

Category

Over 1 000 000 105 3 97 2

500 001 – 1 000 000 53 1 60 1

100 001 – 500 000 231 6 238 6

50 001 – 100 000 166 4 193 5

1 – 50 000 3 208 86 3 633 86

Total 3 763 100 4 221 100

1  Includes treasury shares held.

PSG Konsult’s shares are traded on the JSE, with  
a secondary listing on the NSX. 

Shareholders provide financial capital to PSG Konsult, 
and analysts issue independent research reports to their 
institutional clients which assist them in doing research on 
investment opportunities. PSG Konsult’s track record and 
future prospects inform analysts’ recommendations and 
shareholders’ investment or disinvestment decisions.

PSG Group Limited has been a long-term, stable, core 
shareholder with a 60.4% shareholding in PSG Konsult. 

PSG Konsult consistently provides sustainable returns and value to 
shareholders over the short, medium and long term.
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2018 2017

Spread of listed holdings – number of shares1
Number of 

shares % of total
Number of 

shares % of total

Category

Over 1 000 000 1 217 999 567 91 1 188 269 222 90

500 001 – 1 000 000 38 217 773 3 41 300 000 3

100 001 – 500 000 49 480 342 3 50 338 001 4

50 001 – 100 000 11 446 501 1 13 156 551 1

1 – 50 000 25 098 025 2 29 036 252 2

Total 1 342 242 208 100 1 322 100 026 100

1  Includes treasury shares held.

Trading statistics 2018 % change 2017

Number of shares in issue 1 342 242 208 2 1 322 100 026

Number of shares traded 91 863 005 (18) 111 725 751

Value of shares traded (R) 766 732 848 (2) 782 826 881

Market price (cents per share)

– Closing 870 16 751

– High 940 11 850

– Low 750 17 640

Recurring headline earnings per share (recurring HEPS) (cents) 43.0 16 37.2

Recurring headline earnings per share

(excluding intangible amortisation cost) (cents) 46.4 15 40.4

Earnings yield percentage (recurring HEPS) 4.9 (2) 5.0

PE ratio (recurring HEPS) 20.2 0 20.2

PE ratio (recurring HEPS excluding intangible amortisation cost) 18.8 1 18.6

HOW PSG KONSULT CREATES vALUE FOR 
SHAREHOLDERS AND ANALYSTS
PSG Konsult’s responsible approach to capital 
management and investment yields results in 
sustainable returns on shareholders’ investments. 

The group creates insight and understanding through 
open and honest dealings with the investment community. 
PSG Konsult provides timely, transparent and credible 
information, thereby enabling investors to fairly evaluate 
their investment decisions.

The group uses recurring headline earnings and recurring 
headline earnings per share as non-IFRS measures to 
evaluate performance. This is also a method of providing 
shareholders with clear and consistent reporting, and to 
demonstrate the sustainable earnings of the group.

Shareholders benefit from the related growth in new client 
inflows and new business across the group, which are key 
drivers of profitability.

PSG Konsult manages investment risk on behalf of 
shareholders through its governance and risk management 
structures.

PSG Konsult distributes the financial value it creates 
during the year to shareholders via dividend 
payments.

The group’s dividend is set with reference to underlying 
core operating earnings, taking cognisance of the need to:

• adhere to capital adequacy, financial soundness and 
legislative requirements;

• retain earnings and cash flows to support future 
growth initiatives;

STAKEHOLDERS
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• provide a sustainable dividend that will be paid out  
to shareholders; and

• maintain a dividend payout policy of between 40% 
and 50% of full-year recurring headline earnings, with 
approximately one-third paid as an interim dividend 
and two-thirds as a final dividend.

SHAREHOLDER AND ANALYST ENGAGEMENT
The investor relations responsibility at PSG Konsult is 
under the guidance of the chief financial officer.

Shareholders attend PSG Konsult’s annual general meeting 
and vote on the appointment of directors and the audit 
committee, as well as various resolutions proposed by 
management and the board. Formal interaction with 
shareholders and analysts occurs through the JSE Stock 
Exchange News Service (SENS) announcements, results 
presentations, media releases, the website and interim  
and year-end results (including the integrated report).
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It is a priority for the group to create value for  
shareholders by maintaining a balance between the 
payment of dividends and capital expenditure. The reasons 
for expenditure are clearly and regularly communicated  
to shareholders.

REvENUE CREATED FOR SHAREHOLDERS (Rm)

PSG Konsult also makes bi-annual investor roadshow 
presentations to analysts and institutional investors, locally 
and abroad, which include one-on-one meetings. In 
addition, PSG Konsult participates in a variety of investor 
presentations and functions hosted by financial or  
research institutions. 

PSG Konsult’s responsible approach to capital management and investment 
yields results in sustainable returns on shareholders’ investments.
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PSG Konsult makes use of various suppliers and 
service providers for an array of products and services 
to support business operations. 

Suppliers and service providers offer the support that 
enables PSG Konsult to create value through its business 
activities. They provide manufactured, human, and social 
and relationship capital. This ranges from technology 
systems and services to cleaning, security and creative 
agency services.

Since PSG Konsult relies on suppliers and service  
providers for stability, the group’s relationships with  
these stakeholders are central to the smooth running  
of the business. Relationships with suppliers commence 
with fair selection and pricing processes and are governed  
on an ongoing basis by comprehensive service level 
agreements (SLAs). 

The communities that PSG Konsult interacts with are 
determined by the employee and adviser network. 

Communities are the source of current and future 
employees, suppliers, service providers, shareholders 
and clients. Investing in the empowerment of these 
communities ensures that PSG Konsult will have a future 
pool of skilled employees and clients available. 

HOW PSG KONSULT CREATES vALUE FOR SUPPLiERS, 
SERviCE PROviDERS AND COMMUNiTiES
PSG Konsult creates value for suppliers, service providers 
and communities by investing in developmental, 
educational and social programmes. 

PSG Adopt-a-School Programme

This programme supports and enhances the learning and 
teaching environment in disadvantaged schools, with the 
aim of addressing inequalities and inadequacies in rural 
areas. To date, PSG has adopted 4 schools that have, in 
total, more than 2 400 learners. These schools are in close 
proximity to the hubs, ensuring PSG employees can provide 
hands-on support.

Each of the PSG Konsult offices around South Africa, 
Namibia and Mauritius is active within the local 
community it serves. 

The focus of these local programmes is on communities 
with historically disadvantaged backgrounds. Given the 
group’s extensive footprint in South Africa, these initiatives 
have a far-reaching impact at grassroots level.

These centres provide support to children in need  
in local communities. The homes work with 
churches, schools, government bodies and other 
support organisations to assist children in need, 
particularly orphans and vulnerable children. PSG 
Konsult provides the care centres and homes with 
monthly food parcels and funding.

CHiLDCARE AND CHiLDREN’S HOMES

This initiative invests in the sustainability of small and 
medium-sized enterprises (SMEs) in South Africa. It 
also supports the government’s drive for job creation 
and economic growth. PSG Konsult has invested 
R22.1 million in this fund since February 2015.

ASiSA ENTERPRiSE DEvELOPMENT FUND

Other examples of PSG Konsult initiatives that create future employment and economic empowerment 
prospects include:

STAKEHOLDERS

SUPPLiERS, SERviCE PROviDERS AND COMMUNiTiES 

This programme provides bursaries of R100 000 
each to at least 10 promising students (currently 
13 students) on an annual basis. In addition, the 
programme conducts career fairs at a number of 
selected universities annually.

PSG KONSULT BURSARY PROGRAMME

We are first and foremost a South African group. 
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The graduate programme is a structured twelve- 
month programme aimed at bringing young talent  
into the functional and/or technical areas of the 
business. The programme aims to develop, nurture  
and employ graduates, enabling them to take 
ownership of decisions and realise their full potential.  
It also achieves business objectives such as 
transformation, building a talent pipeline and 
developing future leaders of the business. 

The programme focuses on hiring graduates with 
science, technology, engineering and maths (STEM) 
as key areas of specialisation. To date, PSG has 
maintained a very high retention rate of all graduates 
who have successfully completed the programme.  
The programme is in its fourth year and the intake  
has grown substantially to 37 this year.

PSG Konsult funds 100 students for iCollege 
programmes, which provide them with career 
guidance and skills-based affordable training in 
courses accredited nationally by the Skills Education 
Training Authority (SETA) as well as approved 
international courses.

PSG CORE GRADUATE PROGRAMME

iCOLLEGE PROGRAMME

PSG Konsult forms an integral part of the PSG 
Group, which commits additional investment in 
education. PSG Group currently has the following 
education-related initiatives in place:

• PSG Group bursary loan scheme at Stellenbosch 
University;

• PSG Early Childhood Development Project 
at Akkerdoppies Pre-Primary School in 
Stellenbosch;

• The Stellenbosch BEE Education Trust; and
• The PSG BEE Trust.

Companies within the PSG Group furthermore offer 
opportunities such as: 

• Curro’s low-fee independent school model; 
• Stadio Holdings Proprietary Limited, an  

investment company that focuses on expansion and 
development in the tertiary education space; and

• Impak’s distance and alternative education 
initiative. 

These are testimony to the PSG Group’s significant 
contribution to education in South Africa.

PSG GROUP iNiTiATivES

A total of R2.1 million was spent during the 2018 financial year (2017: R1.6 million) on socio-economic development.  
In addition, we spent R1.4 million on bursaries during the current year.
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REvENUE CREATED FOR SUPPLiERS, SERviCE PROviDERS AND COMMUNiTiES (Rm)

SUPPLiERS, SERviCE PROviDERS AND COMMUNiTY 
ENGAGEMENT
PSG Konsult engages with suppliers and service providers 
through contracts and SLAs, with a focus on ensuring their 
commitment to BBBEE. When necessary, the group will 
provide support to improve suppliers' accreditation.

Community engagement is primarily driven by divisional 
management attending the operating committee and 
is governed by the mandate of the social and ethics 
committee. 
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PSG Konsult operates within financial services 
industry.

Government and regulators ensure that the financial 
industry remains sound. This includes verifying that 
regulated entities comply with relevant legislation and 
capital adequacy requirements to promote the financial 
soundness of these entities and thereby protect the 
investment community over the long term.

The South African government department that  
most affects PSG Konsult’s ability to create value is  
National Treasury.

From a regulatory point of view, PSG Konsult engages with 
the FSB in South Africa, the Financial Services Commission 
(FSC) in Mauritius, the Namibia Financial Institutions 
Supervisory Authority (NAMFISA) in Namibia, the Guernsey 
Financial Services Commission (GFSC) in Guernsey and the 
Malta Financial Services Authority (MFSA) in Malta.

With the Financial Sector Regulation Act being signed  
into law, the FSB has been replaced by the Financial Sector 
Conduct Authority (FSCA) which will govern the conduct  
of financial institutions. The South African Reserve Bank 
(SARB) will be responsible for the prudential regulation of 
these entities. The FSCA is funded by fees and levies imposed 
on this industry. PSG Konsult is represented in various 
capacities on a range of industry bodies in South Africa.

In addition, with support from its legal and compliance 
department, it reviews and provides comments on  
all forthcoming legislation that affects the business. 

The group is committed to playing an integral role in the 
financial services industry by participating in discussions  
and lobbying for positive reform where possible.

Industry associations provide a platform to collectively lobby 
government and regulators on matters relevant to the 
financial services industry and its stakeholders.

The institutions, associations and committees  
in which PSG Konsult holds memberships or where  
it contributes to sustainable financial services 
industries are:

• ASISA: Tax standing committee
• SAM Pillar 1 subcommittee
• South African Futures Exchange
• Namibian Stock Exchange
• Ombudsman for Short-term Insurance
• Ombudsman for Long-term Insurance
• National Credit Regulator
• Financial Intermediaries Association of  

Southern Africa
• Fiduciary Institute of South Africa
• South African Insurance Association
• Namibian Financial Institutions Supervisory Authority
• Guernsey Financial Services Commission
• Malta Financial Services Authority
• Financial Services Commission Mauritius
• Stock Exchange of Mauritius
• Financial Sector Charter

STAKEHOLDERS

GOvERNMENT, REGULATORY BODiES AND iNDUSTRY ASSOCiATES 

We will adapt to the constantly changing business environment.
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PSG Konsult currently has 20 operating regulatory licences across its range of financial services,  
14 in South Africa and 6 in foreign jurisdictions. These necessitate a close and mutually beneficial working 
relationship with all regulators.

Holder Issuer2

PSG Multi Management FSB

PSG Invest FSB

PSG Life FSB – South African Long-term Insurance licence

PSG Employee Benefits FSB

PSG Securities FSB, JSE

PSG Wealth Management (Namibia) NSX 

PSG Financial Planning (Namibia) NAMFISA

PSG Wealth (Mauritius) FSCM

PSG Securities (Mauritius) FSCM, SEM

Holder Issuer2

PSG Asset Management FSB

PSG Collective Investments (RF) FSB

PSG Fund Management (CI)1 GFSC

PSG Fund Management (Malta)1 MFSA

Holder Issuer2

Western Administration Services FSB

Western National Insurance (Namibia) NAMFISA

Western National Insurance (South Africa) FSB – South African Short-term Insurance licence

Holder Issuer2

PSG Wealth Financial Planning FSB

PSG Konsult Treasury JSE

PSG WEALTH

PSG ASSET MANAGEMENT

PSG iNSURE

vARiOUS DiviSiONS

1  PSG Konsult holds licences in Guernsey and Malta, allowing the group to market UCITS-compliant offshore funds to potential offshore investors.
2  The FSB’s responsibilities regarding these entities will be replaced by the FSCA, which will govern financial conduct, and the SARB, which will be 

responsible for the prudential regulation.
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HOW PSG KONSULT CREATES vALUE FOR GOvERNMENT, REGULATORY BODiES AND iNDUSTRY ASSOCiATES

PSG Konsult provides value for government and regulators by participating in efforts to improve the stability and 
sustainability of the financial services industry. Recent and forthcoming regulatory changes are expected to have a 
significant impact on the way in which financial services companies operate. The group strives to be an early adopter  
of new regulations and plays an active role in these developments.

The group also pays tax to the government in the countries in which it operates, according to the relevant tax legislation  
of the respective jurisdictions.

REvENUE CREATED FOR GOvERNMENT, REGULATORY BODiES AND iNDUSTRY ASSOCiATES (Rm)
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1  2017 includes the PSG Life tax matter settlement.

ENGAGEMENT WiTH GOvERNMENT, REGULATORY BODiES AND iNDUSTRY ASSOCiATES
Effective and active engagement with regulators is a priority for PSG Konsult.

PSG Konsult engages formally through its membership of industry associations and upon invitation from the regulator and 
government. It engages informally on an ad hoc basis on specific issues. PSG Konsult schedules bi-annual meetings with the 
FSB, and will continue to do so with the FSCA, to provide regular business updates. In addition, the regulator performs its 
normal regulatory licence site visits to carry out compliance checks.

STAKEHOLDERS
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STRATEGY DEvELOPMENT PROCESS

STRATEGiC FOCUS

The board and senior management are responsible 
for setting the business strategy.

The setting of PSG Konsult’s strategy is an iterative process –  
the group provides initial guidance to the divisions for 
the development of their respective strategies, which in 
turn informs the final group strategy and annual resource 
allocation through the divisional budgets. Feedback loops 
secure buy-in from line management within individual 
business units in each division. This results in the co-
ordination, alignment and cohesion of overall management 
team targets, projects and priorities to best achieve 
strategic goals. 

Building a cost-efficient and scalable business is  
a key priority for the board. 

Careful attention is paid to the group’s cost structure, in 
particular the cost-to-income ratio, as each division grows. 
The focus is on execution and implementation to achieve 
business priorities. The emphasis in 2018 has been on 
growing the adviser base, increasing PSG brand awareness 
and enhancing our infrastructure and digital platforms.

Read more about the divisional strategies in the 
reports from page 77.

PSG Konsult’s strategy development process takes 
into consideration the group’s risk appetite and risk 
management approach. 

The long-term strategy aims to create a robust business 
that generates sustainable recurring revenues at an 
acceptable margin. The focus and preference is for  
brick-by-brick organic growth that delivers a net revenue 
margin at an appropriate unit of risk, with acceptable 
trade-offs. This includes avoiding risk events that have  
a low probability but severe potential impact should  
they materialise. 

Read more about PSG Konsult’s risk appetite and  
risk management approach in the risk report from 
page 110. 

The group has relatively small market shares in its 
chosen markets, offering an extensive opportunity 
for future growth.

The estimated market share for PSG Wealth is 3% to 6%, 
for PSG Asset Management is below 2% and for PSG Insure 
is below 3%. Growth is supported by building robust, 
scalable business processes and platforms via automation. 
PSG Konsult’s experienced management team and purpose-
designed infrastructure allow the group to consider new 
business opportunities as they arise.

Since its establishment, PSG Konsult has moved through three strategic phases into an extended growth phase:

DEvELOPMENT PHASE

ACQUiSiTiON PHASE

GROWTH PHASE

Read more about each strategic phase in  
our heritage on page 34.

Since 2013, the group has been focusing on growth, defined 
as sustainable topline revenue growth with increased focus 
on margin enhancement via business process scalability and a 
client-centric service focus.

We believe in thorough analysis of business matters and detailed preparation, 
and at the heart of this thinking is the fact that any business issue can be 
quantified, measured and managed. 
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To ensure that performance is sustainable in the long term, the group monitors and measures progress in implementing its 
strategy. PSG Konsult makes all decisions by applying a measured approach, underpinned by three fundamental financial 
business objectives:

• recurring revenues;
• margin enhancing; and
• risk versus return.

The execution and implementation of these principles continue to form the basis of the group’s strategic focus:

Focus on generating recurring 
income, which leads to 
enhanced sustainable 
earnings

• Daily analysis and monitoring 
of new client money inflows

• Dashboards and exception 
reporting

• Operating costs structured as 
variable, where possible

• Strengthened sales and 
marketing focus

• Data analytics and 
management information 
systems enable the group 
to pinpoint growth 
opportunities and areas 
needing attention, while 
holding people accountable 
as it tracks and monitors 
performance against targets

• Integration and cross-selling 
of products and services to 
existing clients

Optimise profit margin to 
ensure that an acceptable 
return on capital is earned

• Streamlined systems 
and processes to reduce 
operational risk and increase 
efficiency

• Focus on product and service 
innovation for sustainability 
of profit margins rather 
than financial leverage to 
generate an acceptable 
return on capital

• Focus on net new money 
fee margin to monitor and 
evaluate quality of business

Maximise every rand earned 
relative to an acceptable unit 
of risk

• Reduced financial leverage 
by repaying debt and 
improved credit rating

• Exit business areas and 
products that carry undue 
risk relative to their earnings 
contribution

• Three layers of defence risk 
management

Recurring revenues Margin enhancing Risk versus return
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The group initiated several strategic initiatives to support its growth ambitions. 

The critical capabilities required to achieve the group’s vision include attracting and retaining the right people, selling  
high-quality products and hosting products on superb platforms. As part of the budgeting process, each division  
identified actions to support and drive these focus areas:

Objective: This initiative aims to invigorate new investment inflows, and increase the group’s footprint and number of 
advisers, resulting in new business revenue and asset and premium flows.

Objective: The group aims to optimise the client digital journey experience from initial onboarding through to 
transacting and reporting. The objective is to provide a client, via a single sign-on process, the ability to access 
through our integrated platform a comprehensive range of suitable financial products and services.

Objective: This initiative aims to ensure that all business units first consider potential client impact prior to taking 
any action or communication. It focuses on getting the basics right and providing quality documentation across all 
divisions in plain language, while maintaining data integrity. Client-centricity also includes a review of operational 
incidents and complaints to enhance systems and identify opportunities to improve practices. Execution of this 
project will result in improved client satisfaction and full adherence to TCF.

Objective: To improve PSG Konsult platforms, this initiative entails platform process reviews to optimise client 
experience. It is premised on a philosophy and mindset that drives ease of doing business. This will result in attracting 
and retaining clients through leading-edge technology and excellent user experience, including tools to guide clients 
to optimal outcomes.

Objective: This initiative aims to provide clients and advisers with choice and flexibility at a competitive price, thereby 
improving the quality of service, client retention and net new inflows.

PLANT THE FLAG

DiRECT CLiENTS

CLiENT-CENTRiCiTY

PLATFORMS

PRODUCT ENHANCEMENT

Read more about how the divisions contribute to each strategic focus area in the divisional reports from page 77.

STRATEGY iMPLEMENTATiON AND SUPPORT
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PSG Konsult’s strategic objectives for the next period 
will focus on: 

• Growing recurring headline earnings per share at a 
faster rate than industry peers and delivering a return 
on equity in excess of 20%.

• Continuously investing in technology as a key  
enabler to achieve efficiency, automation and  
growth objectives.

• Growing PSG Konsult brand awareness and relative 
market share in the group’s chosen markets.

• Maintaining the group’s strong position in its chosen, 
predominantly retail client base.

• Growing the number of advisers and upscaling existing 
adviser offices so the group can increase its penetration 
in selected areas.

• Building its institutional shareholder base.
• Pursuing a competitive advantage by being early 

adopters of new legislation and regulations.
• Identifying and managing new/emerging risks as 

they arise, enhancing risk management systems and 
standardising the risk universe and quantification 
methods in the group.

STRATEGiC AMBiTiONS

PSG Konsult’s long-term strategy aims to create a robust business that 
generates sustainable recurring revenues at an acceptable margin.
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In a country that continues to be plagued by low economic 
growth, low consumer and business confidence and volatile 
market conditions, PSG Konsult emphasises the importance 
of holistic financial planning. The recent political party 
leadership changes that led to a strengthening of the rand 
have improved the mood of South Africans, resulting in 
clients being more optimistic and confident about their 
future financial well-being. The upward trajectory of our 
key operating and financial metrics demonstrates the 
resilience of our business model.

Given the group’s relatively small market share in 
each division, we were able to grow.

The group is establishing a track record of solid market 
share growth, with all three divisions gaining market share 
during the current year. As a comparatively small player in 
our targeted sectors, the group has been able to remain 
competitive, supported by our expanding base of financial 
advisers, and aided by improving productivity as a result of 
continued focus on digitisation.

Our focus remains organic, incremental growth.  
Key developments for the year included: 

• PSG Insure concluded two acquisition agreements  
with 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 post year-end,  
and the transaction will be effective from 1 June 2018.  
The implementation of the acquisition of the remainder 
of the personal lines short-term insurance face-to-face 
advisory insurance brokerage business from AIFA is still in 
the early stages, and will follow a similar process to the 
first transaction. This is expected to be completed during 
the latter part of the 2019 financial year. PSG Insure also 
concluded an association agreement with firstEquity, a 
leading insurance adviser and service group, effective  
1 November 2017. This business was merged with the 
PSG Insure Randburg short-term branch, creating a 
business with significant scale. These three transactions 
will add a further 152 advisers and over 77 000 new 
clients to our business.

CHiEF EXECUTivE OFFiCER’S REPORT 

Francois Gouws
Chief executive officer

16 May 2018
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• PSG Insure received top honours at Old Mutual 
Insure’s 2017 Broker Awards. The division won in 
three award categories, including Overall National 
Winner (best national broker). PSG Insure was also 
recognised as the Santam National Broker of the Year 
for commercial lines and assets and crop insurance. 

• Subsequent to year-end, PSG Insure concluded an 
agreement to acquire the remaining 40% shareholding 
in the Western Group’s Namibian entities, currently 
held by Santam. In terms of the agreement, Santam 
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 the Western Group greater strategic 
freedom to explore alternative business opportunities 
outside South Africa.

• 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. We also continued to expand our 
financial adviser network, both organically and 
through selective adviser business acquisitions, such 
as SP Wealth in Rosebank, to enable us to service 
and grow our client base. We also concluded a few 
further revenue-sharing standardisation arrangement 
transactions during March 2018 to simplify and 
standardise our adviser network.

• The group established a DMTN programme during 
the year to provide the business with a flexible, 
cost-effective funding structure to internally fund our 
Scriptfin loan book and to build a credible track record 
with the debt market.

Despite disruptive global and local events, we consistently  
applied our investment philosophy. PSG Konsult achieved  
recurring headline earnings per share growth of 16%.
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• Western, whose core focus remains offering non-
commoditised insurance solutions, recently decided 
to widen their commercial offering to clients by 
establishing an engineering underwriting management 
agency (UMA).

• PSG Asset Management’s assets under management 
increased by 29% to R42.7 billion during the year 
under review. This included R7.9 billion of positive net 
client inflows, predominantly into our higher-margin 
funds, with the bulk coming from our retail-orientated 
target market. PSG Asset Management continues to 
gain industry accolades, such as being voted as a top  
two South African fund house by both Plexcrown  
and Morningstar.

PSG Konsult stays at the forefront of the  
industry by investing in technology.

The group continues to invest in new and innovative 
technology as we seek to incorporate further business 
process automation, reduce operational risk and provide 
real-time reporting for enhanced management decision-
making. The group is confident that the IT strategy, which 
includes robust disaster recovery and business continuity 
plans, will create a solid foundation for future growth.

The transformation of the financial services  
industry continues.

During the current financial year, the Financial Sector 
Regulation Act was signed into law, which makes provision 
for the Twin Peaks model of financial sector regulation. This 
results in the establishment of a dedicated financial conduct 
regulator and prudential authority. With the Insurance Bill 
approved by Parliament, the SAM implementation date is 
set for July 2018. 

The new market conduct regulation will introduce the 
RDR, which, is expected to significantly change the adviser 
market and the way financial products are distributed 
in South Africa. Elsewhere, the introduction of similar 
legislation has increased the barriers to entry, increased 
the potential revenue per adviser, and resulted in industry 
consolidation. This is an opportunity for PSG Konsult, as the 
group has the necessary platforms, systems and practices to 
take on advisers seamlessly and provide support that meets  
all regulatory requirements. There is ongoing dialogue 
between the FSCA and industry (including PSG Konsult),  
and good progress has been made on the first phase of RDR.

PSG Konsult continued to pursue the improvement  
of our EE profile through working closely with 
industry players to address transformation in  
financial services. 

We believe strongly in building our own future talent 
and are confident that the investment in our graduate 
programme will address transformation in the industry.  
We have also made several key appointments that will 
allow us to build on our success and take the business  
to the next level. 

Stakeholder engagement underpins our relationship-
focused business model.

This year we significantly upped client engagement 
and contact. We introduced client webinars and saw a 
significant increase in the number of thought-leading 
research documents produced by the firm. We also 
conducted investor roadshows locally and abroad, and 
continue to encourage and support our adviser offices 
to be active within their respective communities. These 
engagements strengthen PSG Konsult’s brand  
and reputation. 

PSG Konsult harnesses its ability  
to adapt, which underpins the  
long-term growth in the group.

PSG Konsult harnesses its ability to adapt, which 
underpins the long-term growth in the group. 

Our advisers are entrepreneurs who run their own 
businesses, with the support of the group. As such, they 
are very quick to pick up changes in the market, while  
the group has the capacity and ability to provide them  
with solutions. 

Despite continued volatility, the South African economic 
story is widely expected to improve during the next 
financial year. However, dealing with headwinds in the 
financial services industry has become the norm.  
PSG Konsult as a group faces up to challenges, analyses 
them, and develops solutions for our clients. 
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The group is establishing 
a track record of solid 
market share growth, 
with all three divisions 
gaining market share 
during the current year.
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The upward trajectory of our key operating and financial 
metrics demonstrates the resilience of our business  
model, despite the challenging business conditions we  
have experienced. Total assets under management 
increased to R205.4 billion, comprising managed  
assets of PSG Wealth and PSG Asset Management of 
R162.7 billion and R42.7 billion respectively, while assets 
under administration increased by 8% to R402.1 billion. 

PSG Konsult’s recurring headline earnings under the current 
management team increased by a compound annual 
growth rate of 27% over the past five years, demonstrating 
our ability to deliver sustainable and exponential growth. 

Read more about our performance track record  
on page 35.

CORPORATE ACTiviTY 
In order to augment our organic growth strategy, we 
concluded a number of smaller earnings-accretive acquisition 
transactions, as mentioned in the chief executive officer’s 
report. These 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. These transactions 
will be seamlessly integrated into PSG Konsult’s existing 
business operation and contribute positively to the long-term 
organic growth of the group. 

Mike Smith
Chief financial officer

16 May 2018

CAPiTAL MANAGEMENT
PSG Konsult is strongly capitalised and already complies 
with the more stringent capital requirements of SAM. This 
is also affirmed by the long and short-term investment 
grade national scale ratings assigned to PSG Konsult by 
rating agency GCR of A-(ZA) and A1-(ZA), respectively,  
with a stable outlook. 

The firm is highly cash generative and will continue to 
maintain solid capital buffers, while simultaneously using all 
levers at our disposal to optimise risk-adjusted returns for 
our shareholders. In pursuit of this objective, and in order 
to avoid share issuance dilution as a result of the exercising 
the share options, we repurchased 15 712 951 PSG Konsult 
shares, at an average effective price of R8.22, during 
the year under review. The PSG Konsult share incentive 
trust acquired 8 427 846 shares to meet obligations to 
participants of the share scheme, while the remaining  
7 285 105 shares were acquired as treasury shares.

PSG Konsult concluded its maiden listing on the JSE’s 
Interest Rate Market of a three-year R100.0 million 
senior unsecured floating rate note on 12 July 2017, at 
competitive rates. Other than the DMTN programme, the 
group has no material interest-bearing debt.

CHiEF FiNANCiAL OFFiCER’S REPORT
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FiNANCiAL PERFORMANCE
The following table summarises the group’s key operational and financial performance indicators:

PSG Konsult delivered a solid 16% growth in recurring headline  
earnings per share and return on equity of 24%. 

LEADERSHiP REPORTS

2018 Change % 2017

Headline and recurring headline earnings (R000) 566 396 16 486 439

Recurring headline earnings (excluding amortisation cost of intangible assets) 
(R000) 611 977 16 527 396

Headline and recurring headline earnings per share (cents) 43.0 16 37.2

Recurring headline earnings per share (excluding amortisation cost  
of intangible assets) (cents) 46.4 15 40.4

Assets under management (Rbn) 205.4 17 175.3

Assets under administration (Rbn) 402.1 8 371.1

Underwriting premium income (R000) 909 037 11 816 774

Cost/net income ratio (%) 57.2 (5) 60.0

Debt/equity ratio (%) 4.3 2 050 0.2

Return on equity (%) 24.3 (4) 25.3
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Growth in recurring headline earnings of 16% to  
R566.4 million and a 16% increase in recurring headline 
earnings per share to 43.0 cents per share is evidence 
of the group’s ability to create long-term value. This is 
supported by a continued focus on diversifying our income 
streams in terms of products and services, as well  
as geographies.

One of the group’s key internal measures of success is the 
ability to attract net new money. A total of R11.8 billion of 
net new money was received by the PSG Wealth business 
during 2018, compared to R13.4 billion in the previous 
year. In addition, PSG Asset Management attracted  
R7.9 billion of positive net client inflows, predominantly 
into our higher-margin funds, with the bulk coming from 
our retail-orientated target market. These factors resulted 
in a strong increase in annuity earnings on our large asset 
base and an increase in variable performance fees that 
were earned this year. The latter contributed 8.6% to 
group recurring headline earnings, compared to 8.8%  
last year.

DiviDEND
Given our increased confidence in business prospects and 
an improved economic outlook, the board decided to 
approve and declare a final gross dividend of 12.3 cents 
per share for the 2018 financial year (2017: 10.2 cents 
per share), representing a 21% increase from the previous 
financial year, from income reserves. This brings the full 
year increase in the total dividend to 18%, which for 
the first time in several years is more than our per share 
earnings growth for the full year. The group’s dividend 
payout ratio nevertheless remains at the low end of  
the dividend payout policy range announced at the  
time of listing. 

ACCOUNTiNG POLiCiES
There were no significant accounting policy changes during 
the financial year.

Read more about PSG Konsult’s accounting policies 
in the annual financial statements on page 149 and 
pages 245 to 267.

iFRS 9 AND 15
The group undertook a project to assess the impact on  
the group’s financial statements of IFRS 9 – Financial 
Instruments and IFRS 15 – Revenue, both of which will  
be effective in the next financial year. Further information  
on the impact of these standards is detailed on pages 246 
and 247 of Annexure A. 

LOOKiNG FORWARD
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 happens. The group’s focus on products, 
platforms and client service excellence, through the quality 
of its advice process, is proving successful. As such, the 
prospects for continued growth are compelling. 

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

The group will continue to prioritise organic growth in the 
domestic market, where we have relatively low but rapidly 
expanding market shares. The group’s capital position 
adequately takes into account our current growth plans.
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PSG Konsult continuously 
demonstrates the ability 
to achieve strong, stable 
and consistent financial 
results.
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Business units
Securities

Multi-management

Employee benefits

Linked investment business/ 
LISP platform

Wealth distribution (including 
fiduciary services)

Number of employees
1 537 (2017: 1 560)

CEO
Marilize Lansdell

Main office
Bryanston, Johannesburg

Business units
Asset management

Collective investments (local and 
offshore) 
 

Number of employees
93 (2017: 95)

CEO
Anet Ahern

Main office
Constantia, Cape Town

Business units
Western Group Holdings

Short-term administration

Insure distribution

 
 

Number of employees
858 (2017: 780)

CEO
Rikus Visser

Main office
Tyger Valley, Bellville, Cape Town
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• Despite challenging market 
conditions, PSG Wealth 
achieved recurring headline 
earnings growth of 18%.

• PSG Wealth strengthened its 
IT and investment research 
teams and invested in 
technology.

• Clients’ assets managed 
by our Wealth advisers 
increased by 14% to  
R162.7 billion during the 
year under review, which 
included R11.8 billion of 
positive net inflows.

• The division's formidable 
financial adviser network 
grew by 5% to 539 advisers.

• PSG Asset Management 
consistently generated 
top-quartile risk adjusted 
investment returns and 
delivered positive net  
client inflows.

• Assets under management 
are four times what  
they were in 2013  
(2018: R42.7 billion;  
2013: R10.5 billion).

• PSG Asset Management 
continues to gain industry 
accolades, such as being 
voted as a top two South 
African fund house by both 
Plexcrown and Morningstar.

• PSG Insure concluded  
two agreements to acquire 
the AIFA commercial 
and industrial short-term 
insurance brokerage business 
in September 2017 and the 
remainder of AIFA’s personal 
lines short-term insurance 
face-to-face advisory 
insurance brokerage business 
in February 2018.

• Despite challenging industry 
conditions, PSG Insure 
achieved gross written 
premium growth of 15%.

• Western achieved a net 
underwriting margin of 8.3%.

• The insurance advisers,  
who increased by 7% to 
245, continue to gain market 
share on the commercial 
lines side.

PSG Wealth PSG Asset Management PSG Insure

KEY iNSiGHTS PER DiviSiON
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PSG WEALTH

Recurring headline earnings  

18%
R339 million
(2017: R287 million; 2016: R286 million)

Core income 

9%
R2.1 billion
(2017: R2.0 billion; 2016: R1.8 billion)

Managed assets 

14%
R162.7 billion
(2017: R142.2 billion; 2016: R126.4 billion)

Gross margin 

41.0%
(2017: 40.4%; 2016: 40.1%)

Operating margin 

21.3%
(2017: 19.8%; 2016: 22.4%)

Net inflow of managed assets 

R11.8 billion
(2017: R13.4 billion; 2016: R12.1 billion)

Brokerage income 

7%
(2017:  8%; 2016:  16%) 

Management fees 

13%
(2017:  17%; 2016:  23%)

Total assets 

6%
R359.4 billion
(2017: R338.0 billion; 2016: R299.2 billion)

Employees

1 537
(2017: 1 560; 2016: 1 350)

PSG Wealth adviser network 

5% to 539
(2017: 515; 2016: 480)

Read more about the division's awards for the year on page 33.

PSG Wealth offers a comprehensive wealth management service to 
individuals, families and businesses, including investment opportunities, 
estate planning and fiduciary services.

DiSCRETiONARY
SHARE PORTFOLiOS

Management fees
Commission income

Brokerage fees

WEALTH 
ADviSERS

PSG MULTi- 
MANAGED FUNDS

THiRD-PARTY 
FUNDS

NON- 
DiSCRETiONARY 

AND OTHER

WEALTH ASSETS

MANAGED ASSETS
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PSG WEALTH OVERVIEW

Assets split (Rm) 2016
Market 

movement Net flows 2017
Market 

movement Net flows 2018

Third-party funds1 43 120 2 247 5 480 50 847 3 021 3 944 57 812

PSG multi-managed2 47 569 250 4 532 52 351 2 494 5 712 60 557

Discretionary 35 709 (69) 3 409 39 049 3 129 2 115 44 293 

Total managed assets 126 398 2 428 13 421 142 247 8 644 11 771 162 662

Non-discretionary 160 782 23 474 369 184 625 3 562 (1 687) 186 500

Third-party administration 12 067 (396) (580) 11 091 2 201 (3 006) 10 286

Total Wealth assets 299 247 25 506 13 210 337 963 14 407 7 078 359 448

1 Includes PSG single-managed funds of R8.8 billion for 2018, R6.5 billion for 2017 and R5.4 billion for 2016.
2 Includes PSG single-managed funds of R8.0 billion for 2018, R7.1 billion for 2017 and R5.6 billion for 2016.

GROWING MANAGED ASSETS
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PERFORMANCE AND STRATEGY
In line with previous years, PSG Wealth was a major 
revenue driver for PSG Konsult.

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.

PSG Wealth achieved recurring headline earnings 
growth of 18%.

This is a satisfying result in the context of the prevailing 
investment market conditions. The biggest challenge  
PSG Wealth faced during the financial year was the muted 
economy in South Africa, a difficult business environment 
and the increased costs and capacity burden of regulation. 

DiviSiONAL REPORTS

PSG Wealth exists to create and preserve wealth for clients and stakeholders.
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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.

PSG Wealth expanded its financial adviser network.

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 us to service and grow our client base. To simplify 
and standardise our adviser network, the division also 
concluded a few remaining revenue-sharing standardisation 
arrangement transactions post-year-end. 

Management and other fees increased by 11%.

The business continues to focus on recurring income and 
on reducing reliance on cyclical transactional brokerage 
fees. Brokerage income increased by 7%, due to an 
increase in local and offshore trade volumes. 

PSG Wealth continues to invest in enhancing the strength 
and depth of our in-house investment research team and 
technology capabilities. This fully-fledged team has both 
fund and security investment research analysis capabilities. 
This 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.

Our Wealth business is therefore well placed to meet 
all the investment needs of our clients. We nevertheless 
relentlessly strive to improve both our client and  
service offering.

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.

Performance against the PSG Konsult strategic focus areas

Growth is part of PSG Konsult’s DNA. 

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.

Client assets managed by PSG Wealth advisers increased by 14% to R162.7 billion, which included R11.8 billion 
of positive net inflows. PSG Wealth multi-managers manage R60.6 billion worth of assets, a 16% increase for  
the year. 

Through both organic growth and selective adviser acquisitions, the PSG Wealth adviser base grew by 5% 
(2017: 7%) to 539 advisers (2017: 515 advisers). The experience and stature of advisers joining the division 
continues to add credibility to the growing brand.

PSG Wealth continues to gain market share with platform assets increasing by 12% to R42.6 billion.
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PSG Wealth incrementally improved digital interactions across the business.

Additional transactions were moved to the digital environment, and the business is pursuing an omni-channel 
delivery model to provide clients with a seamless end-to-end solution. This year saw an increased focus on 
digital marketing and initiatives to determine client needs in this regard.

The division improved clients’ overall service and investment experience while helping them grow, 
manage and preserve their wealth.

The PSG Wealth team spent extra time during the year on technology and research to develop a ‘project priority 
list’ of potential future initiatives. There was also a focus on client interaction and feedback, which led to 
improvements including:

• the establishment of a new web support service desk;
• an improved single sign-on process;
• a follow-up process on new accounts to identify investment objectives; and
• the alignment of the format and topics of webinars with those of PSG Asset Management.

The division has expanded its client service team.

The aim is to facilitate a team-oriented service approach, to improve service levels and succession planning, and 
to refine client segmentation.

PSG Wealth measures its performance in this area by:

• net new inflows;
• new clients;
• growth in assets under management and administration; and
• growth in net new monthly average fee margin.

PSG Wealth provides a state-of-the-art information and transactional platform – myPSG.

All clients are encouraged to actively use the platform. Based on feedback from clients and advisers, the 
platform is enhanced continually. 

Growth is achieved by focusing on:

• the quality of the service provided; and
• online functionality and the ease of use.

The division measures its performance in this area by:

• management fees;
• administration fees;
• brokerage income; and
• growth in LISP market share. 

DiRECT CLiENTS

CLiENT-CENTRiCiTY

PLATFORMS
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PSG Wealth’s priority for the year was the refinement and improvement of the existing core  
product offering. 

PSG Wealth implements a strategy of continuous improvement to bring clients an optimal service and 
investment experience. This includes recruiting experienced specialists across the business. 

The division has strengthened the depth and knowledge of the in-house investment research team, with the team 
now having both fund and security investment research analysis capabilities. The investment research team has an 
in-depth understanding of investor behaviour and the potential impact of that behaviour on wealth creation. These 
insights help design strategies to optimise clients’ probability of reaching their long-term wealth creation goals. 

Advisers play a key role in client feedback on the enhancement of the PSG Konsult platform and product 
capabilities.

The division’s core products include the recently introduced tax-free savings accounts and new offshore 
trading platforms, both of which attracted new business during the financial year.

The division measures its performance in this area by:

• client net new inflows;

• uptake of products within existing offices and adviser base; and

• additional products sold to existing clients.

PRODUCT ENHANCEMENT

Focus on generating recurring 
income, which leads to 
enhanced sustainable 
earnings

• PSG Wealth continues to 
focus on recurring annuity 
income and reduce reliance 
on transactional income

• Management fees increased 
by 13%, and brokerage 
income increased by 7% 
compared to 2017

Optimise profit margin to 
ensure that an acceptable 
return on capital is earned

• PSG Wealth’s operating 
margin for the year is 21.3% 
compared to 19.8% in the 
prior financial year

Maximise every rand earned 
relative to an acceptable unit 
of risk

• PSG Wealth applies 
multidimensional operational 
metrics to assess quality, risk 
and productivity

Recurring revenues Margin enhancing Risk versus return
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How PSG Wealth supports the three financial business objectives of the PSG Konsult strategy

NEXT MOvES
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  

we have embarked upon.
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PSG ASSET MANAGEMENT

PSG Wealth  
administered assets

Recurring headline earnings

20%
R156 million
(2017: R130 million; 2016: R83 million)

Core income

18%
R527 million
(2017: R446 million; 2016: R369 million)

Assets under management

29%
R42.7 billion
(2017: R33.1 billion; 2016: R27.7 billion)

Assets under administration1

22%
R101.2 billion
(2017: R83.5 billion; 2016: R73.4 billion)

Operating margin

25.3%
(2017: 22.9%; 2016: 16.4%)

Gross margin

48.9%
(2017: 46.4%; 2016: 39.3%)

Employees 

93
(2017: 95; 2016: 91)

Net inflow of managed assets 

R7.9 billion
(2017: R2.7 billion; 2016: R4.1 billion)

Performance fees contribution to 
group recurring headline earnings

8.6%
(2017: 8.8%; 2016: 3.8%)

Read more about the division's awards for the year on page 33.

PSG Asset Management offers investment management services to its 
predominately retail client base on a bottom-up basis with a strong emphasis 
on risk management.

DiviSiONAL REPORTS

PSG MONEY  
MARKET AND 
SEGREGATED 
PORTFOLiOS

PSG SiNGLE-
MANAGED FUNDS

PSG WEALTH AND 
MULTi-MANAGED 

FUNDS

1 Excluding segregated portfolios.

ASSET MANAGEMENT ASSETS

ASSETS UNDER MANAGEMENT
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PSG ASSET MANAGEMENT OvERviEW

Assets split (Rm) 2016
Market 

movement Net flows 2017
Market 

movement Net flows 2018

PSG single-managed 20 584 2 490 3 835 26 909 1 708 8 415 37 032

PSG money market 5 188 – (951) 4 237 – (608) 3 629

PSG segregated portfolios 1 975 230 (231) 1 974 (45) 76 2 005

Total assets under 
management 27 747 2 720 2 653 33 120 1 663 7 883 42 666

PSG Wealth  
administered assets1 47 569 238 4 544 52 351 2 494 5 712 60 557

PSG white-label 75 (6) (69) – – – –

Total Asset  
Management assets2 75 391 2 952 7 128 85 471 4 157 13 595 103 223

1  Includes the PSG Wealth Solutions and PSG Multi-Managed Funds. Excluded from total PSG assets under administration to eliminate duplication.
2 Assets under administration, excluding segregated portfolios, amounts to R101.2 billion for 2018, R83.5 billion for 2017 and R73.4 billion for 2016.

GROWING ASSETS UNDER MANAGEMENT
Assets under management are four times higher than in 2013 (2013: R10.5 billion)

PERFORMANCE AND STRATEGY
PSG Asset Management did not waver from its 
consistent, long-term approach during a volatile 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. 

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. 
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PSG Asset Management supports the group strategy 
through three focus areas, namely: 

• investment excellence;
• operational efficiency; and
• effective sales and marketing initiatives. 

PSG Asset Management’s investment philosophy 
is based on long-term thinking and the investment 
process is guided by the division’s 3 Ms, which are:

• management of a company;
• moat of the business; and
• margin of safety between a security's price and its 

intrinsic value.

As stewards of our clients’ capital, PSG acknowledges 
its duty towards responsible investing. 

PSG is committed to the Code for Responsible Investing 
in South Africa and both our investment philosophy 
and process are driven by the principles of responsible 
investment. Since this ultimately dictates shareholder 
returns, ‘Management’ is one of the components we 
evaluate as part of our 3 Ms investment process (along with 
‘Moat’ and ‘Margin of Safety’). PSG Asset Management 
considers investing in companies with sustainable business 
models and management teams that will act as secondary 
custodians of our clients’ capital. The board 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  
our clients.

Putting market cycles to work requires a disciplined 
approach. 

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.

PSG Asset Management exists to 
generate the best long-term risk-
adjusted returns for investors in  
its funds.

Performance against the PSG Konsult strategic focus areas

Through its retail sale efforts and marketing campaigns, PSG Asset Management attracted net inflows  
of R7.9 billion.

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 strengthened brand awareness. 

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.
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The division has various digitisation projects underway, such as:

• making quarterly and tax statements available on existing PSG Konsult portals; and
• SMS notifications to be sent to direct investors when investing or withdrawing.

PSG Asset Management applies philosophies to ensure client-centricity that include:

• a high-quality client-facing team;
• regular and consistent client interaction;
• consistent communication;
• application of proven investment principles; and
• effective use of the extensive data it has available.

The division’s client communication focus was on events, and attendance increased markedly over the year.  
PSG Asset Management also saw an upsurge in due diligence requests from institutional intermediaries.

The division measures its performance in this area by:

• net inflows into funds; and
• fund platform availability.

PSG Asset Management continuously achieves economy of scale benefits.

The operating margin has increased to 25.3% from 22.9% in the prior financial year.

The division improved processes and created further efficiencies via various digitisation projects. 

PSG Asset Management is implementing a new document and information management system to assist with 
due diligence queries and Reporting Financial Institutions (RFIs). System upgrades and improvements were 
also applied to optimise synergies and improve margins and operational efficiencies, in line with the group’s 
information technology projects.

The division measures its performance in this area by:

• market share; and
• operating margins.

LISP and other platform representation

PSG Asset Management has launched a project of standardising fees on all platforms in keeping with  
the industry move towards clean classes. This has commenced, and will take place throughout the course  
of the 2018 calender year.

Performance in this area is measured by:

• growth in assets under management; and
• fund investment performance ranking.

The division prioritises the funds’ investment performance, sustaining it at high levels within acceptable  
risk parameters. 

DiRECT CLiENTS

CLiENT-CENTRiCiTY

PLATFORMS

PRODUCT ENHANCEMENT
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NEXT MOvES
PSG Asset Management will continue to follow a simple, structured, disciplined, bottom-up process  
and philosophy.

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 will 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.

Focus on generating recurring 
income, which leads to 
enhanced sustainable 
earnings

• PSG Asset Management 
aims to increase assets 
under management by 
attracting net new money 
at acceptable margins 
and delivering positive 
investment growth for 
clients, thus contributing 
to group recurring headline 
earnings 

• Net management fees 
increased by 26% compared 
to 2017

Optimise profit margin to 
ensure that an acceptable 
return on capital is earned

• The division’s operating 
margin has consistently 
increased year on year as 
greater economy of scale 
benefits are unlocked

• PSG Asset Management’s 
operating margin is 25.3% 
compared to 22.9%  
in the prior financial year

Maximise every rand earned 
relative to an acceptable unit 
of risk

• The funds generate 
top-quartile investment 
returns over all respective 
measurement periods

Recurring revenues Margin enhancing Risk versus return

How PSG Asset Management supports the three financial business objectives of the PSG Konsult strategy

DiviSiONAL REPORTS
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PSG iNSURE

Read more about the division's awards for the year on page 33.

PSG Insure offers a wide range of short-term insurance related services, 
ranging from insurance advice to the underwriting and administration  
of short-term insurance policies in personal and commercial lines.

SHORT-TERM 
ADMiNiSTRATiON

iNSURE 
ADviSERS

WESTERN

Recurring headline earnings

4%
R71 million
(2017: R69 million; 2016: R40 million)

Gross written premiums1

15%
R3.3 billion
(2017: R2.9 billion; 2016: R2.5 billion)

Core income

12%
R1.5 billion
(2017: R1.4 billion; 2016: R1.2 billion)

Operating margin

5.1%
(2017: 5.5%; 2016: 3.3%)

Western underwriting margin

8.3%
(2017: 9.7%; 2016: 6.1%)

Employees

858
(2017: 780; 2016: 728)

PSG Insure adviser network

7% to 245
(2017: 229; 2016: 231)

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.

Short-term 
distribution
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PSG INSURE OVERVIEW

Gross written premium split (Rm) 2018 2017 2016

Short-term distribution 2 112 1 844 1 549

Western 1 184 1 010 941

Gross written premium (excluding short-term administration platform) 3 296 2 854 2 490

Short-term administration platform 899 844 791

Total gross written premium 4 195 3 698 3 281

INSURE ADVISERS – CLIENT PREMIUMS
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PSG Insure operates in a particularly difficult industry 
environment. 

The insurance industry was impacted by unpredictable 
macroeconomic factors, severe weather conditions, 
increased claims inflation and a rise in unemployment rates.

Despite these challenging conditions, the division was 
able to achieve growth and continues to make inroads 
into the highly competitive short-term insurance 
market.

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. 

Western’s results were adversely impacted by 
unprecedented catastrophe events which  
occurred during the year.

However, a comprehensive reinsurance programme reduced 
the impact of the catastrophe events, such as the Knysna 
fires, that occured 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% we achieved in the prior year. 

DiviSiONAL REPORTS

PSG Insure endeavours to provide short-term insurance to chosen clients, 
advising and protecting them against unforeseen events.

PERFORMANCE AND STRATEGY 
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Western net insurance results
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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:

• PSG Insure concluded two acquisition agreements  
with Absa Insurance and Financial Advisers, 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 will be effective 1 June 2018. The 
implementation of the acquisition of the remainder of 
the personal lines short-term insurance face-to-face 
advisory brokerage business from AIFA is still in the 
early stages, and will follow a similar process to the 
first transaction. This is expected to be completed 
during the latter part of the 2019 financial year.

• 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.

• These three transactions will add a further 152 advisers 
and over 77 000 new clients to our business.

• Western expanded its commercial offering to clients 
with the inclusion of an engineering UMA.

• Western has applied for a short-term and long-term 
insurance licence to establish Western National Botswana 
with the assistance of an experienced senior management 
team with a proven track record in this market.

• Subsequent to year-end, PSG Insure concluded an 
agreement to acquire the remaining 40% shareholding 
in the Western Group’s Namibian entities, currently 
held by Santam. In terms of the agreement, Santam 
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.

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.
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Performance against the PSG Konsult strategic focus areas

The Insure adviser distribution force has now all been converted onto the entrepreneurial best-of-breed 
remuneration model. 

This allows advisers to operate their own businesses independently under the PSG brand and benefit from  
the central services provided, which include compliance, finance, HR, IT, marketing and risk management.

PSG Insure has grown its adviser base by 7% year on year.
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The division looked for opportunities to grow its client base.

The focus was on the commercial offering, where advisers understand clients’ business needs and apply specialist 
skills and expertise to provide them with appropriate insurance cover.

Client-focused enhancements included:

• enhanced short-term administration platform leveraged by advisers as a support structure to allow them to 
focus on client interaction; 

• the rollout of an enhanced claims training programme to upskill staff; and
• the launch of InsureIt, a commercial Financial Needs Analysis tool.

The division measures its performance in this area by:

• quality of client book growth (balance premium growth and underwriting margins); and
• number of advisers.

CLiENT-CENTRiCiTY

PSG Insure improved its short-term administration platform to optimise claims administration, product 
underwriting, client services and client satisfaction.

The division measures its performance in this area by:

• operating margins;
• retention, renewal and upselling; and
• loss ratios of binder books.

PLATFORMS

DiviSiONAL REPORTS



PSG KONSULT LIMITED94

PSG Insure’s focus is on providing value-added products that meet and exceed clients’ expectations. 

This is underpinned by developing critical expertise across underwriting, administration and adviser teams. 

To create product capability, the division focused on product providers that support PSG Insure’s 
strategy.

Initiatives implemented improved the profitability of intermediaries and lowered the cost of claims.  
The appointment of broker consultants in selected areas in South Africa assisted with premium growth.

The division measures its performance in this area by:

• premium growth;
• commercial business contribution;
• market share;
• underwriting profitability; and
• product loss ratio.

PRODUCT ENHANCEMENT
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Focus on generating recurring 
income, which leads to 
enhanced sustainable 
earnings

• PSG Insure achieved growth 
in gross written premium  
of 15%.

Optimise profit margin to earn 
an acceptable return  
on capital

• Western has quality 
underwriting practices in 
place that allowed them to 
achieve a commendable net 
underwriting margin of 8.3%. 
This is within the division’s 
long-term strategic target of 
between 7% and 9%.

Maximise every rand earned 
relative to an acceptable unit 
of risk

• Western’s comprehensive 
reinsurance programme 
reduced the adverse impact of 
catastrophe events. 
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How PSG Insure supports the three financial business objectives of the PSG Konsult strategy
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NEXT MOvES
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.

DiviSiONAL REPORTS
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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.

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.

FOCUS AREAS FOR THE PAST FiNANCiAL YEAR
• Implementation of King IV™ and adoption of a revised 

board charter and committee terms of references, 
which have been embedded in the approved annual 
working plans.

• Evaluation of the group’s third ORSA report prior to the 
FSB submission during November 2017.

• Review of the group’s remuneration policy and 
framework against the requirements of King IV™ 
and updating the policy on fair and responsible 
remuneration.

• Incorporation of the JSE’s requirements for shareholder 
engagement and voting on the remuneration policy 
of the group. The remuneration policy achieved a 
favourable non-binding advisory vote of 97.40% at the 
2017 AGM.

• Annual review of the IT governance framework given 
the importance of IT in the operational environment of 
the group.

• Annual review of the gender diversity policy and 
adoption of the race diversity policy during April 2018, 
in accordance with the JSE Listings Requirements.

• Completion of the board’s second performance 
evaluation during March 2018.

• Training board members on the latest Competition Act 
and the new Financial Sector Charter developments 
through external subject matter experts.

• Annual fit and proper questionnaires completed by 
directors and relevant senior officers in compliance 
with FSB Board Notice 158.

KEY GOvERNANCE DEvELOPMENTS
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. 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.

CREATiNG AN ETHiCAL CULTURE
PSG Konsult’s business approach is founded on integrity, 
trust and transparency. These values are encapsulated in 
the group’s core business principles, set out from page 18. 

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.

PSG Konsult operates a fraud and whistle-blower hotline. 
Any matters of an unethical nature are submitted to 
the management committee (Manco) as part of human 
resources reporting for the group. No calls were received 
for the reporting period. 

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. 

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

The group has a policy on dealings in PSG Konsult shares, 
which includes an addendum dealing with disclosure 
by members of the PSG Konsult Manco 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. 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.  
The policy has been widely distributed within the group  
to ensure that directors and employees are familiar with  
its content.

OvERviEW

PSG Konsult embraces the principles of good corporate governance, including 
sustainability, transparency and accountability.
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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.

BOARD OF DiRECTORS

CORPORATE GOvERNANCE

The board is the custodian of the group’s corporate governance and provides 
effective leadership based on an ethical foundation. 
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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.

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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CHANGES TO THE BOARD OF DiRECTORS
The board is pleased with the appointment of  
Zodwa Matsau as an independent non-executive director 
and a member of PSG Konsult’s audit committee and risk 
committee, effective 20 July 2017. Zodwa’s appointment is 
in line with the board’s aim to enhance its composition to 
reflect the appropriate mix of knowledge, skill, experience 
and diversity, as well as the appropriate balance of 
executive, non-executive and independent directors.

BOARD RESPONSiBiLiTY AND COMPOSiTiON
The board governs according to a formal charter,  
as outlined in the group’s Memorandum of Incorporation 
(MOI). Its roles and responsibilities are consistent  
with those communicated in the previous corporate 
governance report.

The board is ultimately accountable for the effective 
governance and direction of the group. This requires 
that the board consists of an appropriate number 
and combination of individuals to ensure that there is 
an adequate level of knowledge, skills and expertise 
commensurate with the scale and complexity of 
the business. There must also be a clear division of 
responsibilities at board level. The board is satisfied that 
its composition reflects an appropriate mix of knowledge, 
skills, experience, diversity and independence. 

The board is supported by appropriate internal governance 
practices and procedures that promote an efficient, 
objective and independent decision-making culture, 
considering the interests of all stakeholders.

The PSG Konsult board consists of nine members, five of 
whom are independent non-executive directors. 

Board meetings take place quarterly to consider the 
strategic issues and business philosophy, to approve 
financial results and budgets, to monitor the delegated 
responsibilities and to set risk parameters. At these 
meetings, the various committees and divisions provide 
feedback on key performance indicators, progress on 
strategic objectives and various other reports.

iNDEPENDENCE OF BOARD MEMBERS
The board has considered and evaluated the continued 
independence of directors in line with the King IV™ 
recommendations, as well as the provisions of the  
JSE Listings Requirements. The board is confident that 
they apply an independent state of mind and objective 
judgement in their respective roles, including the continued 
independence of those having served longer than  
nine years. The board is satisfied that the majority of  
the directors are independent non-executive directors. 
The individual statuses of the directors is recorded in their 
respective profiles on pages 99 and 100.

Each member’s independence in character and judgement, 
and whether there are any relationships or circumstances 
which are likely to affect, or could appear to affect, their 
judgement, are taken into consideration.

The independent and non-executive directors of  
PSG Konsult are experienced and highly respected, having 
the required professional knowledge, skills and integrity to 
exercise sound judgement on various key issues relevant  
to the business, independent of management.

APPOiNTMENT PROCESS
Directors are appointed through a formal and transparent 
process, which includes background checks. The 
selection of board members is made on merit, taking into 
consideration their skills, experience, independence and 
knowledge. Appointments are subject to shareholder 
approval/ratification.

Following the adoption and successful implementation of 
a gender diversity policy during the prior year, the board 
adopted a race diversity policy, in April 2018. It articulates 
PSG Konsult’s approach to the promotion of diversity of the 
group’s board of directors. The group is first and foremost 
a South African Group and believes that diversity at board 
level maximises opportunities for achieving its business 
goals through an informed understanding of the diverse 
environments in which it operates. The race diversity policy 
will be formally reported on in the 2019 financial year.

BOARD EvALUATiON
During March 2018, the board participated in a 
performance evaluation, as an integral part of the group’s 
commitment to adopt best corporate governance practices. 
The objectives were twofold: 

• to apply the recommendations contained in King IV™; 
and 

• to achieve continuous improvement by strengthening 
areas in which current performance is weak. 

The board reviewed the range of skills, experience and 
effectiveness of its directors. The evaluation was completed 
by each director, including the chairman, with the 
assistance of the company secretary and will be conducted 
biennially going forward. 

In summary, the results showed that the board is a well-
functioning professional unit that sets the ethical tone 
for the group, with a strong regard for governance. The 
composition of the board and the collective skills and 
wisdom of its members contribute to the board’s agility 
and efficacy while these, at the same time, ensure strong 
support for the strategy and executive directors of  
PSG Konsult. 

CORPORATE GOvERNANCE
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Out of the areas assessed, and speaking broadly, 
‘knowledge and skills’ and ‘execution of duties’ feature as 
the strongest aspects of the board. The evaluation found 
no significant matters or material concerns in respect of  
the board and board committees performance, and the 
board is satisfied with the performance of its members.  
The performance of all directors standing for re-election  
at the AGM in June 2018 has been considered by the 
board, and their re-election is supported.

The following action plan was devised based on the 
findings and recommendations of the evaluation:

• The composition of the board is an area which requires 
focus and improvement. The target to appoint one 
woman director during the 2018 financial year was 
met and the board continuously strives to improve 
diversity in terms of the following policies:
– a race diversity policy, which was tabled and 

approved by the board; and
– a gender diversity policy, which was reviewed and 

approved by the board. 
• Succession planning remains a focus area for key 

individuals.
• The board charter and terms of references for 

committees have been amended and approved to 
incorporate the King IV™ recommendations.

• The board will ensure that board and committee 
meeting agendas are updated to incorporate the 
agreed work plans. 

GOvERNANCE FRAMEWORK AND APPROACH
The board executes its duties within a clear structure and 
according to guiding principles which formalise established 
governance processes, thereby ensuring accountability  
and fairness.

The outcomes of this approach can be summarised as follows:

• The relevant accountability for and delegation of 
responsibilities of the board and senior management 
are documented in written policies.

• The board and senior management collectively possess 
sufficient professional qualifications, knowledge 
and experience to manage the group prudently and 
discharge their responsibilities.

• The performance of multiple tasks by any individual 
does not create a legal or ethical conflict of interest.

• An adequately transparent organisational structure is in 
place with clear allocation and appropriate segregation 
of responsibilities.

• Risk management, compliance and internal control 
functions are subject to policies which are maintained 
and reviewed regularly to ensure the continuity of the 
business.

• The group has embedded the three layers of the 
defence governance model and complies with it.

• The group maintains clear reporting lines for the 
prompt transfer of information to ensure the integrity 
and transparency of information flow throughout the 
governance structures and to external stakeholders.

• The remuneration policy and practices are consistent 
with the identified risk appetite and the long-term 
interests of stakeholders.

• The board provides oversight and clear accountability 
for any material function or activity that is outsourced.

These outcomes confirm that the group’s governance 
structures function with clear roles and effective exercise 
of authority and responsibilities. The board is therefore 
satisfied that it has fulfilled its responsibilities in accordance 
with its terms of reference for the reporting period. 

BOARD AND COMMiTTEE MEETiNG ATTENDANCE SUMMARY

Board 
Audit 

committee 
Risk 

committee2
Social and ethics 

committee
Remuneration 

committee 

Possible Attended Possible Attended Possible Attended Possible Attended Possible Attended

W Theron 4 4 – – – – – – – –
FJ Gouws 4 4 – – – – 2 2 – –
MIF Smith 4 4 – – – – – – – –
R Stassen 4 3 – – – – – – – –
PJ Mouton 4 4 – – – – – – 1 1
J de V du Toit 4 4 2 2 3 3 – – 1 1
PE Burton 4 4 2 2 3 3 2 2 1 1
ZL Combi 4 3 2 2 3 3 2 2 1 0
ZRP Matsau1 2 2 1 1 1 1 – – – –

1 Appointed effective 20 July 2017.
2 An ad hoc meeting of the risk committee was held on 12 April 2017 and all committee members appointed at the time were present.
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THE ROLES OF THE CHAiRMAN AND LEAD 
iNDEPENDENT DiRECTOR
The board is led by a chairman who is elected by the board 
members and whose objectives include:

• ensuring proper governance of the board and all 
associated committees;

• ensuring that the interests of all stakeholders  
are protected;

• ensuring that a good relationship exists between the 
board and shareholders, as well as between board and 
management (specifically the CEO);

• ensuring that the brand and group profile are aligned 
with the values of the group; and

• enhancing PSG Konsult’s reputation in the industry 
through relevant stakeholder forums.

The roles of chairman and CEO are separate. The executive 
committee is mandated according to a clear set of 
authorities relating to contracting and signing powers for 
financial, project and personnel requirements. The board 
considers it imperative that all actions undertaken in the 
group’s name are executed ethically and professionally.

Willem Theron fulfils the role as non-executive chairman, 
but is not classified as independent in terms of King IV™. 
Jaap du Toit serves as lead independent director of  
PSG Konsult. 

The function of the lead independent director is to provide 
advice to the board, without detracting from the authority 
of the chairman, when the chairman has a conflict of 
interest. He also leads in the absence of the chairman, 
serves as a sounding board for the chairman and acts as an 
intermediary between the chairman and other members 
of the board, if necessary. According to the board charter, 
the lead independent director conducts the performance 
appraisal of the chairman and chairs any board meetings 
which deal with the succession of the chairman. 

CHiEF EXECUTivE OFFiCER
The CEO was appointed by the board, and his  
objectives include:

• accounting and reporting to the board;
• developing, executing and implementing the  

group’s strategy;
• identifying and setting executive and divisional 

priorities;
• allocating resources;

• building strategic relationships;
• monitoring performance through daily, weekly  

and monthly reports;
• managing risk;
• determining incentives;
• ensuring the best people are hired; and
• addressing challenges.

The board is satisfied that the CEO does not have any other 
professional commitments that can interfere with his ability 
to achieve these objectives. 

Succession planning is in place for the CEO position and 
is the responsibility of the board. The CEO’s terms of 
employment and termination are standard conditions in  
his employment contract.

COMPANY SECRETARY
PSG Management Services Proprietary Limited is the 
company secretary of PSG Konsult and acts as conduit 
between the board and the group. The company secretary 
is responsible for board administration and liaising with 
the Companies and Intellectual Property Commission. 
Shameemah Hamit was appointed as the company 
secretary representative on 1 December 2017. 

All board members have access to the advice and services 
of the company secretary, who is responsible for the proper 
administration of the board and the implementation of 
sound corporate governance procedures. This includes 
board induction and training programmes and supplying 
all information to assist board members in the proper 
discharge of their duties.

The board is satisfied that the arrangement for accessing 
the company secretary is effective. The board has reviewed, 
through discussion and assessment, the qualifications, 
experience and competence of the individuals employed 
by the company secretary. The board has also noted that 
the company secretary performed all formalities and 
substantive duties timeously and appropriately. There is 
an arm’s length relationship between the board and the 
company secretary in that the objectivity and independence 
of the company secretary is not unduly influenced.

The certificate that the company secretary, being 
represented by Shameemah Hamit, is required to issue  
in terms of section 88(2)(e) of the Companies Act, is on  
page 132 of this integrated report.

CORPORATE GOvERNANCE
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GOvERNANCE STRUCTURE

• Customer service review committee
• Operating committee
• Credit committee
• Investment committee
• Divisional board meetings
• Divisional quarterly review meetings
• Divisional compliance, risk and legal committees

• Executive committee
• Internal and external audit function
• Risk, compliance and finance functions

Notes to the governance structure
• The Manco meets weekly to discuss various group and divisional-related topics.
• The Exco acts as an oversight committee for the various management committees and divisions.
• Each division has a board of directors that meets quarterly and comprises executive and non-executive directors of  

PSG Konsult.

EXECUTivE 
COMMiTTEE

(“Exco”)

AUDIT 
COMMITTEE

SOCIAL AND 
ETHICS 

COMMITTEE

RISK 
COMMITTEE

REMUNERATION 
COMMITTEE

BOARD 
COMMiTTEES

BOARD OF 
DiRECTORS

MANAGEMENT  
COMMiTTEE

(“Manco”)
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CORPORATE GOvERNANCE

BOARD COMMiTTEES

The board is supported in its duties by four committees, 
each with formal terms of reference. 

The board, while retaining ultimate responsibility for 
overall group performance, has delegated the day-to-day 
running of the business to the Manco. The members of the 
Manco are the group CEO, CFO, COO and the divisional 
CEOs. Weekly meetings are held to assess operational 
performance and strategy. A group and subsidiary 
delegated levels of authority policy has been adopted and 
is reviewed regularly to ensure that management exercise 
their authority in line with clearly defined limits and roles. 
Matters reserved for board approval are clearly defined in 
its charter. 

AUDiT COMMiTTEE
• Meets: Bi-annually
• Chairman: Lead independent non-executive director
• Composition: Four independent non-executive 

directors
• Qualifications and experience of members: Refer to the 

board profiles on pages 99 and 100
• Internal and external auditors by invitation
• Senior management by invitation

As part of its key focus areas, the audit committee is 
responsible for:

• appointing and determining the remuneration of the 
external auditor;

• monitoring and engaging with the external auditor;
• overseeing the internal audit function;
• ensuring the effectiveness of financial reporting, 

including the system of internal control;
• ensuring the integrity of the integrated report;
• recommending the annual financial statements to the 

board for approval;
• annually reviewing its terms of reference and 

recommending amendments to the board for  
approval; and

• implementing any actions following the board’s 
evaluation of its effectiveness.

The audit committee is satisfied that it has fulfilled its 
responsibilities in accordance with its terms of reference for 
the reporting period.

The statement of independence relating to the external 
audit partner is set out on page 130 of the annual financial 
statements.

Focus areas for the future include: 

• taking responsibility for the group’s tax policy and 
recommending amendments to the board for approval;

• meeting with external and internal auditors separately 
from management;

• providing opinion on the effectiveness of the chief 
financial officer and finance function;

• increasing focus on combined assurance;
• obtaining an overall statement from the internal audit 

function as to the effectiveness of governance, risk 
management and control processes;

• disclosing its views on audit quality with reference to 
audit quality indicators to the board; and

• conducting a self-evaluation every two years.

RiSK COMMiTTEE 
•  Meets: Bi-annually
• Chairman: Lead independent non-executive director
•  Composition: Four non-executive directors
• Qualifications and experience of members: Refer to the 

board profiles on pages 99 and 100
• Senior management by permanent invitation, including 

the CEO, CFO, COO and the heads of group internal 
audit, group risk and group legal and compliance. 

As part of its key focus areas, the risk committee is 
responsible for:

• evaluating the adequacy, effectiveness and 
independence of the finance, risk management and 
compliance systems;

• monitoring of the group’s compliance with laws, 
regulations and its internal code of conduct;

• ensuring the significant risks and regulatory matters are 
identified, managed and monitored;

• assessing and revising the IT governance charter to 
ensure that it is appropriate;

• overseeing the finance, risk, compliance and legal 
functions; and

• ensuring adequate capital management.

Each committee operates according to formal terms of reference that were 
approved by the board in terms of the group’s MOI.
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The risk committee is satisfied that it has fulfilled its 
responsibilities in accordance with its terms of reference  
for the reporting period.

Focus areas for the future remain to ensure: 

• opportunities and associated risks are considered when 
developing strategy;

• sound technology and information governance with a 
strong emphasis on cyber security; and

• adequate response to and adoption of regulatory 
change. 

SOCiAL AND ETHiCS COMMiTTEE 
• Meets: Bi-annually
• Chairman: Independent non-executive director
• Composition: Two non-executive directors,  

one executive director
• Qualifications and experience of members:  

Refer to the board profiles on pages 99 and 100
• Senior management by invitation 

As part of its key focus areas, the social and ethics 
committee is responsible for:

• monitoring the group’s sustainability and 
transformation activities, organisational ethics, 
responsible corporate citizenship, stakeholder 
relationships, as well as the ethical conduct of 
employees;

• monitoring all TCF outcomes reported to  
this committee;

• annually reviewing its terms of reference and 
recommending amendments to the board for  
approval; and

• implementing any actions following the board’s 
evaluation of its effectiveness.

The social and ethics committee is satisfied that it has 
fulfilled its responsibilities in accordance with its terms  
of reference for the reporting period.

Focus areas for the future include: 

• evaluating the customer service review committee 
every two years;

• conducting a self-evaluation every two years;
• annually reviewing the group’s Employment Equity 

Plan; and
• developing measures to monitor organisational ethics 

and corporate citizenship.

REMUNERATiON COMMiTTEE
• Meets: Annually
• Chairman: Lead independent non-executive director
• Composition: Four non-executive directors, three being 

independent non-executive directors
• Qualifications and experience of members:  

Refer to the board profiles on pages 99 and 100
• CEO by invitation

As part of its key focus areas, the remuneration committee 
is responsible for:

• developing and implementing fair remuneration 
practices that are aligned with the group’s strategy and 
long-term interests;

• ensuring that the group’s remuneration policy is 
applied consistently;

• serving as the remuneration committee for the PSG 
Konsult group and for its insurance licensed entities;

• ensuring that the remuneration policy and 
implementation report are tabled every year for 
separate non-binding advisory votes by shareholders at 
the AGM;

• annually reviewing its terms of reference and 
recommending amendments to the board for  
approval; and

• implementing any actions following the board’s 
evaluation of its effectiveness.

The remuneration committee is satisfied that it has fulfilled 
its responsibilities in accordance with its terms of reference 
for the reporting period.

Focus area for the future: 

• conducting a self-evaluation annually, in line with 
regulatory requirements.

More detail is available in the remuneration report 
from page 114.
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MANAGEMENT COMMiTTEES

EXECUTivE COMMiTTEE
• Meets: Quarterly
• Chairman: Group CEO
• Composition: Group CEO, group CFO, group COO, 

CEOs of the divisions, group head of legal and 
compliance, group head of risk, group head of HR, 
group head of internal audit, group CIO and group 
head of marketing

The Exco assists the group CEO to develop and implement 
the group’s strategy, operational plans, policies, procedures 
and budgets. This involves: 

• monitoring operating and financial performance; 
• assessing and controlling risk; 
• assessing the appropriateness of policies, processes  

and controls in respect of key areas of legal, regulatory 
and ethical obligations; 

• prioritising and allocating resources; and 
• monitoring factors in the operating environment.

OPERATiNG COMMiTTEE
• Meets: Monthly
• Chairman: Group COO
• Composition: Group support function heads and COOs 

of the divisions

The operating committee assists the group COO to develop 
and implement operational plans, policies, procedures and 
budgets and to monitor the operational performance in 
each division.

CREDiT COMMiTTEE
• Meets: Monthly
• Chairman: Group head of risk
• Composition: Select group and divisional executive 

management

The credit committee is responsible for assisting 
management to manage default risk and monitor credit 
limits throughout the group.

iNvESTMENT COMMiTTEE 
• Meets: Monthly
• Chairman: Group CEO
• Composition: Select group and divisional executive 

management

The investment committee is responsible for determining 
the investment income objectives and investment strategies 
of each entity in the group. It is also responsible for 
monitoring the performance of investment portfolio against 
formalised mandates.

CUSTOMER SERviCE REviEW COMMiTTEE (CSRC) 
• Meets: Quarterly
• Chairman: Group IA
• Composition: Select group executive management 

The CSRC was established to ensure that PSG Konsult has 
the necessary processes and systems in place to comply 
with the FSB’s TCF framework. The CSRC reports to the 
social and ethics committee and is responsible for: 

• ensuring all PSG Konsult clients are treated fairly 
in accordance with TCF; and

• identifying opportunities and making 
recommendations to improve customer service levels.

Senior management within the group are invited to 
management committee meetings when the need arises. 
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iNTERNAL CONTROL AND COMPLiANCE PROCESSES

iNTERNAL AUDiT
The internal audit function is an independent, objective 
assurance and consulting activity designated to add 
and improve an organisation’s operations. It helps an 
organisation accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve 
the effectiveness of risk management, control, and 
governance processes. The objectives, scope and functions 
of the internal audit function are summarised below:

Objectives
• The internal audit function evaluates and contributes 

to the improvement of the organisation’s governance, 
risk management and control processes using a 
systematic, discipline, and risk-based approach.

Scope
• Achievement of the organisation’s strategic objectives.
• Reliability and integrity of financial and operational 

information.
• Effectiveness and efficiency of operations and 

programmes.
• Safeguarding of assets.
• Compliance with laws, regulations, policies, procedures 

and contracts.

Functions
• Assessing and making appropriate recommendations 

to improve the organisation’s governance processes 
including information technology.

• Evaluating the effectiveness and contributing to the 
improvement of risk management processes.

• Assisting the organisation in maintaining effective 
controls by evaluating their effectiveness and efficiency 
and by promoting continuous improvement.

• Evaluating the potential for the occurrence of fraud 
and how the organisation manages fraud risk.

In line with King IV™, the audit committee ensures that 
a combined assurance model is applied to provide a 
coordinated approach to all assurance activities. Internal 
audit is part of this combined assurance model and plays 
a pivotal role in the assurance framework. A combined 
assurance model involves proper planning and the 
implementation of these plans, while reducing risk to  
an acceptable level through an assurance dispensation.  
It also ensures that the contributions of the various 
potential role players are optimised. This reduces risk and 
cost, and increases effectiveness.

Independence of internal audit 
In line with King IV™ requirements, the head of group 
internal audit confirms to the board, at least annually, the 
organisational independence of the internal audit activity. 
The internal audit activity complies with the Institute of 
Internal Auditors’ (IIA) Code of Ethics.

iNCREASED CONTROL (iC) FRAMEWORK
The IC framework was developed to introduce an internal 
control system to assist the board and senior management 
in fulfilling their oversight and management responsibilities. 
These responsibilities relate to:

• the strategy and risk appetite determined by the board;
• effectiveness and efficiency of operations;
• reliability of financial and non-financial information;
• adequate control of risks;
• the business aspirations of the group;
• key business, IT and financial policies and procedures;
• compliance with laws and regulations as well as 

internal policies and procedures; and
• confirming that control procedures and processes have 

been implemented correctly and are operating  
as intended.

COMPLiANCE AND LEGAL
The board acknowledges its responsibility to ensure that the 
group complies with all applicable laws and regulations to 
maintain its operating licences. Board members are familiar 
with the financial services industry and the suite of regulatory 
requirements that characterises it. They are also aware of the 
importance of assessing the impact of legislative changes.

The legal and compliance function forms an integral part 
of the three layers of defence approach and is accountable 
for monitoring and reporting compliance risks to the board. 
Ongoing training is provided throughout the group to 
employees and advisers to ensure awareness and embed 
a high standard of ethical behaviour and adherence to 
adopted policies. 

The group monitors shifts in the regulatory landscape on an 
ongoing basis to ensure that it implements the necessary 
changes when new legislation becomes effective. The group 
maintains good relationships with regulators and participates 
in discussions around changes in the regulatory environment.

More information on the group’s operating licences 
and membership of industry bodies is provided in the 
stakeholders section on pages 57 and 58.

The internal audit function supports the Exco in ensuring 
that this process is effective. This enables PSG Konsult to 
maintain compliance with all relevant legislation.

During the past financial year, no instances of material 
non-compliance were noted, including regulatory penalties, 
sanctions or fines for contraventions of, or non-compliance 
with, statutory obligations.

FiNANCiAL REPORTiNG
PSG Konsult provides financial reports to its shareholders 
twice a year. Detail regarding significant transactions 
undertaken is reported as required by the JSE Listings 
Requirements.
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iNFORMATiON TECHNOLOGY GOvERNANCE

OvERviEW
The integral role technology plays in the daily operations 
of PSG Konsult cannot be overstated. The scalability and 
efficiency of business functions are dependent on the  
state of its IT systems. PSG Konsult’s business model is 
critically dependent on IT systems, as it requires a fully 
functional IT infrastructure to mobilise its vast network  
of advisers across South Africa, Namibia and Mauritius  
to achieve its strategic objectives. IT governance takes  
place according to a formal charter and governance 
framework based on King IV™ principles and the  
Control Objectives for Information and Related Technology 
(COBIT) 5 IT Governance Framework.

Regulatory changes, consumer advocacy and technology 
advances are increasingly joining forces to create a 
significantly more informed and empowered client. The 
velocity of change continues to increase in a world where 
technology, data and interconnection have made the 
creation of investments in the advancement of a fast-
paced, growing technology environment an important 
aspect of the group’s business.

PSG Konsult is continuing its investment in the 
development of its digital channels. This includes both 
enhancements of current functionality as well as the 
addition of new digital capabilities. The focus is on 
providing both clients and advisers with a differentiated 
user experience that is both seamless and efficient in 
delivering the highest levels of service. This model of 
continuous improvement is underpinned by a focused 
approach to system stabilisation and hardware upgrades. 

RESPONSiBiLiTiES
The board, while retaining ultimate responsibility for both 
technology and information governance, has delegated 
the responsibility to the risk committee. The risk committee 
considers technology and information separately from a risk 
and governance perspective, while aligning both with the 
organisation’s strategic objectives.

The CIO, supported by a team of IT specialists, is 
responsible for ensuring sound technology and information 
governance, including:

• aligning technology and information with the 
performance and sustainability objectives of the group;

• delegating the responsibility for implementation of the 
technology and information policy to management;

• monitoring and evaluating significant technology and 
information investments and expenditure;

• ensuring that information assets are managed 
effectively;

• managing integration of people, technologies, 
information and processes across the group;

• managing integration of technology and information 
risks into organisation-wide risk management;

• ensuring arrangements are in place to provide for 
business resilience;

• proactively monitoring intelligence to identify and 
respond to incidents, including cyberattacks and 
adverse social media events;

• managing the performance of, and the risks pertaining 
to, third-party and outsourced service providers;

• assessing the value delivered to the organisation 
through significant investments in technology and 
information, including the evaluation of projects 
throughout their life cycles, and of significant 
operational expenditure;

• ensuring the responsible disposal of obsolete 
technology and information with regard to 
environmental impact and information security;

• ensuring the ethical and responsible use of technology 
and information;

• ensuring compliance with relevant laws;
• the leveraging of information to sustain and enhance 

the organisation's intellectual capital;
• providing information architecture that supports 

confidentiality, integrity and availability of information;
• ensuring the protection of privacy of personal 

information;
• continual monitoring of security of information;
• providing technology architecture that enables the 

achievement of strategic and operational objectives of 
the group;

• managing the risks pertaining to the sourcing of 
technology; and

• monitoring and providing appropriate responses to 
developments in technology, including the capturing 
of potential opportunities and the management of 
disruptive effects on the group and its business model.

KEY DEvELOPMENTS
During the 2018 year, the group implemented new data 
centres and migrated all application environments. The 
group also strengthened the IT team by hiring skilled and 
experienced individuals in key roles. 

FUTURE PRiORiTiES
A current and future key focus area for IT governance  
is cyber security and data protection. 

PSG Konsult operates in an increasingly technology-driven world, where IT 
creates differentiation, generates revenue and enables client-centricity.
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RiSK REPORT

PSG Konsult remains aware, alert, and responds adequately 
to the challenges and ever-changing landscape in which  
it operates.

OvERviEW
PSG Konsult's risk management objectives are on track:

• ensuring adequate cash resources are available to 
execute its strategy, make value-enhancing investments 
and grow sustainably to benefit all stakeholders 
(especially shareholders, clients and employees); 

• remaining true to its core values and business principles 
in all the activities the group undertakes; and 

• maintaining good relationships with all its regulators.

To drive and support risk management objectives,  
PSG Konsult’s focus remains on:

• recurring revenues (which lead to enhanced sustainable 
earnings);

• sustainable margins (to ensure that an acceptable 
return on capital is earned);

• risk vs return (to maximise every rand earned relative  
to an acceptable unit of risk);

• client-centricity (to place clients at the centre of 
everything we do); and

• capital management (to ensure the group is resilient 
through any eventuality).

PSG Konsult's risk management plan delivers an 
appropriate and independent oversight framework, with 
reporting structures keeping management and the board 
informed. Changes in the risk landscape are known and 
material risks managed at acceptable levels.

Examples of these include:

• three layers of defence governance structure;
• various committees with risk management 

responsibilities assisting the board; and
• risk management embedded in the strategic principles 

and underpinning all business activities.

More detail on the execution and implementation 
of the strategic principles is provided in the strategy 
section on page 64.

Despite volatility, PSG Konsult operates within acceptable risk levels.
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THREE LAYERS OF DEFENCE APPROACH
The group defines the responsibility and accountability for risk management by applying the three layers  
of defence approach:

PSG ASSET 
MANAGEMENT

PSG WEALTH PSG INSURE

SOCiAL AND  
ETHiCS 

COMMiTTEE

RiSK 
 COMMiTTEE

EXECUTivE 
 COMMiTTEE

AUDiT 
 COMMiTTEE

BOARD OF  
DiRECTORS

CUSTOMER  
SERVICE REVIEW 

COMMITTEE

INVESTMENT 
COMMITTEE

MANAGEMENT 
COMMITTEE

CREDIT 
COMMITTEE

OPERATING 
COMMITTEE

REMUNERATiON 
COMMiTTEE

Operational,  
finance,  
risk, legal and  
compliance, 
strategic

Finance,  
risk, legal,   
compliance, 
operational  
and strategic

Strategic, 
internal audit 
and external 
audit

Operational
j

Management
k

External
l

j First layer of defence 

Operational management is responsible for identifying risks and weaknesses and to develop and implement policies, 
procedures and controls to address, manage and reduce these risks and weaknesses. 

k Second layer of defence 

Finance, risk, legal and compliance employees may assist management to implement policies, procedures and controls, 
but they are mainly responsible for providing oversight to ensure policies are applied on a day-to-day basis. The level two 
employees report directly to the relevant heads of finance, risk, legal and compliance. 

l Third layer of defence 

Internal and external audit are responsible for evaluating, testing and giving assurance to the board and management on 
the effectiveness of these policies, procedures and controls.

PSG ADVISERS
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2018 iN A NUTSHELL
PSG Konsult either started or completed further system 
improvements to mitigate undue risk, manage volatile 
contributors and steer through turbulent times. The 
following highlights relate to the past financial year:

• Management information and reports were enhanced.
• There was increased investment into IT, data and 

security measures (the data centre refresh project was 
completed shortly after year-end).

• The graduate programme ran successfully for the 
third consecutive year, contributing to continuity and 
succession.

• Risk appetite statements and frameworks were 
strengthened and implemented. 

• The group adapted to regulatory changes and 
submitted its third and improved ORSA report. 

• PSG Konsult continued to participate and engage 
actively with the regulator on numerous topics 
(supported by a dedicated team).

• The group provided ongoing support to clients 
impacted by the 2014 African Bank restructure.

• Relevant information was provided to clients prior to, 
during and after events which could impact them.

As in prior years, despite global and local events,  
PSG Konsult consistently applied its investment philosophy 
to ensure the group's clients' and its own long-term 
objectives and needs remain on track.

KEY RiSK MANAGEMENT
PSG Konsult believes it continued the effective, regular management of the major risks it faces, and that risk management 
remains a key contributor to the sustainable growth and successes achieved.

Regulatory risk

Complaints stable and under 
control

• Dedicated independent legal and compliance function
• Overseen by the compliance, risk and legal committees
• Complaints also monitored by the PSG Konsult CSRC
• Legislative changes centrally overseen by the PSG Konsult legislation committee
• Active engagement with regulators and represented at most of the major  

regulatory bodies
• Monthly capital adequacy review and sign-off

Operational risk (including technology and data)

In-time incident response and 
infrastructure strengthened

• Operational incident management system in place
• Overseen by the PSG Konsult operating committee
• Operational processes audited and improvements actioned
• Focus on process enhancement, automation and IT optimisation

Underwriting risk (non-life)1

Western book performance 
monitored, and poor binders 
cancelled

• Underwriting risk mainly limited to non-life insurance activities at Western
• Overseen by the Western group risk committee
• Quality underwriting reports monitored by the actuarial team
• Limited insurance and investment risk retention levels
• Mitigating action taken for areas where improvements are identified
• Capital modelling and testing ensure adequate capital levels are maintained

Counterparty risk (including credit risk)1

High-quality counterparty 
exposure and adequate  
margins maintained

• Combined oversight by the PSG Konsult credit committee, investment committee and 
relevant management committees

• Leveraged activities (i.e. derivative instruments) monitored daily to ensure sufficient 
margin levels are maintained

• Exposure mainly limited to top-rated local and international banks and corporates
• Sufficient collateral is held for most loans and security provided
• Products and providers overseen by the product governance committees

1 Section has been audited by the external auditor, PricewaterhouseCoopers Inc.
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Market/investment risk1

Putting risk first • Overseen by the PSG Konsult investment committee
• Shareholder assets invested mainly in low-risk unit trusts
• PSG Asset Management applies risk-based investment processes
• Internal limits are aligned to risk appetite and fund sizes
• Transparent and measurable products with relatively low level of complexity

Liquidity risk1

Centralised treasury function • Overseen by the PSG Konsult investment committee
• Centralised treasury function manages group capital and funding requirements
• Monthly cash flow analysis, scenario-based forecasts and reporting
• Monthly asset/liability matching and reconciliation
• Regulatory capital requirements managed and monitored separately
• Bank funding facilities available

1 Section has been audited by the external auditor, PricewaterhouseCoopers Inc.

THE YEAR AHEAD
PSG Konsult believes in anticipating and keeping up with changes. The group consistently evaluates and improves its risk 
management system to ensure that its reputation as a trusted and reliable financial services business remains intact.  
PSG Konsult will focus its efforts to understand, manage and respond to any new or emerging risk as it arises. Our risk 
profile outlook for 2019 (based on expected change, challenge and resource allocation to respond) can be summarised  
as follows:

STRATEGiC
No significant changes planned

BUSiNESS
Business as usual with proper monitoring 
and oversight in place

REGULATORY
Adapting to and absorbing the wave of  
regulatory change

OPERATiONAL
Integrating recent acquisitions and critically 
reviewing vendor dependency and fit

TECHNOLOGY
Bedding down new infrastructure, 
expediting automation and staying vigilant 
to cyber security risk

UNDERWRiTiNG
Business as usual with proper monitoring 
and oversight in place

CREDiT
Business as usual with proper monitoring 
and oversight in place

MARKET
Volatile markets and events expected to be  
the new norm

LiQUiDiTY
Adequate facilities in place

OUR PARTNERS
PSG Konsult values all its stakeholders and recognises the importance of working together in building a better South Africa. 
The group encourages partners to remember the importance of remaining vigilant and informing the group when any 
unusual activities are observed. PSG Konsult intends to and will remain a good custodian of its clients’ wealth.
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THE CHAiRMAN’S STATEMENT

Introduction and context
I am pleased to present the 2018 remuneration report 
to the shareholders on behalf of PSG Konsult’s board 
of directors and remuneration committee. This report 
encompasses PSG Konsult’s board-approved remuneration 
policy and framework, and also reports on the 
implementation thereof. 

The current operating and trading environment is 
challenging, however management has proven its ability 
to successfully execute the business strategy through 
profitable sustainable growth in 2018. PSG Konsult’s 
recurring headline earnings registered a strong five-year 
compounded annual growth rate of 27%, core income 
increase of 11%, increase in the total assets under 
management of 17% and an increase of dividends per 
share of 18%. 

Our approach to remuneration demonstrates an industry 
highly reliant on intellectual capital that is people orientated 
and driven by exceptional talent, producing both individual 
and company performance. We create an environment to 
develop entrepreneurs in an agile corporate structure, fit 
for the rapidly changing environment in which we operate. 
Our remuneration framework is competitive in the market 
we operate and supports shareholder value creation. 
In the 2018 financial year we reviewed our governance 
framework against the requirements of the King IV Report 
on Corporate Governance™ for South Africa, 2016, which 
included a review of our policy on fair and responsible 
remuneration, updating our remuneration committee 
terms of reference and incorporating the JSE Listings 
Requirements regarding our shareholder engagement and 
voting processes.

The remuneration committee engaged with institutional 
investors on our remuneration policy (on a one-on-one 
basis) regarding any feedback/concerns. The remuneration 
committee will continue to do so in future. 

Our ‘fit for purpose’ remuneration policy and framework 
is set out in the ‘Remuneration policy’ section of this 
report. We are satisfied that the 2018 remuneration policy 
achieved its stated objectives.

In conclusion
Our 2018 remuneration policy was well received by 
shareholders and achieved a non-binding advisory vote  
of 97.40% in its favour at the 2017 AGM. 

We will place our 2019 remuneration policy as well as 
our implementation report to two separate non-binding 
advisory votes at our AGM. If the remuneration policy or 
implementation report is voted against by 25% or more  
of the votes exercised at the AGM, PSG Konsult Limited  
will in its voting results announcement pursuant to the  
JSE Listings Requirements extend an invitation to dissenting 
shareholders to engage with the company. We look 
forward to your ongoing support and engagement on  
the policy.

J de V du Toit
Chairman of the remuneration committee

REMUNERATiON POLiCY

Introduction
PSG Konsult Limited and all its subsidiary entities, including 
insurance entities (the group) aims to remunerate directors, 
executives and employees fairly and responsibly. This 
approach takes cognisance of remuneration best practices 
to attract and retain appropriate skills and talent. Sound 
remuneration practices are an essential component of an 
effective governance framework. The remuneration policies 
and practices aim to align remuneration with the long-
term interests of the group and other stakeholders and to 
discourage excessive or inappropriate risk-taking.

Philosophy
PSG Konsult’s core philosophy is based on reward for 
performance, and is aligned with its overall business 
strategy, objectives, values and risk appetite – maintaining 
compliance with all relevant regulations and market 
practices. Profitability, business processes and risks, clients 
and people are the key performance indicators (KPIs) for 
reward. Three performance components are considered  
for annual increases: group results, divisional performance 
and individual performance, with due consideration given 
to inflation.

REMUNERATiON REPORT
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Policy scope
This remuneration policy (the policy) is a general policy 
applicable to all employees1 of the group. The policy 
outlines the approach of the group to remunerating 
directors, executives and employees. For the purpose  
of all remuneration considerations, ‘remuneration’ has  
the meaning as defined in section 30(6) of the  
Companies Act: 

"(6) For the purposes of subsections (4) and (5), 
‘remuneration’ includes–

a) fees paid to directors for services rendered by them 
to or on behalf of the company, including any 
amount paid to a person in respect of the person’s 
accepting the office of director;

b) salary, bonuses and performance-related payments;

c) expense allowances, to the extent that the director is 
not required to account for the allowance;

d) contributions paid under any pension scheme not 
otherwise required to be disclosed in terms of 
subsection (4)(b);

e) the value of any option or right given directly 
or indirectly to a director, past director or future 
director, or person related to any of them, as 
contemplated in section 42;

f) financial assistance to a director, past director  
or future director, or person related to any of  
them, for the subscription of options or securities,  
or the purchase of securities, as contemplated in 
section 44; and

g) with respect to any loan or other financial assistance 
by the company to a director, past director or future 
director, or a person related to any of them, or any 
loan made by a third party to any such person, as 
contemplated in section 45, if the company is a 
guarantor of that loan, the value of–

h) any interest deferred, waived or forgiven; or the 
difference in value between–

aa) the interest that would reasonably be charged 
in comparable circumstances at fair market 
rates in an arm’s length transaction; and

bb) the interest actually charged to the borrower,  
if less"

1  Excluding all shared offices’ advisers and their support staff. Various 
compensating controls are in place to prevent inappropriate behaviour 
and excessive risk-taking.

Roles and responsibilities relating to the policy are set out below:

HUMAN 
RESOURCES

EXECUTivE/SENiOR 
MANAGEMENT

AUDiT AND RiSK 
COMMiTTEES

REMUNERATiON 
COMMiTTEE

BOARD OF 
DiRECTORS

Recommend Recommend

• monitor 
effectiveness, 
administer and 
implement policy

• recommend 
improvements to 
enhance 

Consult 

• consider 
remuneration for 
control functions

Approval

• oversee 
and review 
effectiveness 
of policy and 
table strategy 
at the board for 
approval

Final approval

In relation to remuneration and specifically the principle 
of equal pay for work of equal value, the group bases 
fair and responsible pay on the concept of pay for 
performance. The group also offers development through 
career enhancement opportunities, including bursaries and 
study loans for work-related disciplines or future business 
requirements in specialist fields.

Objectives
The group aims to remunerate fairly and responsibly on 
the basis that equal work receives equivalent pay. It also 
considers remuneration best practices to make sure that it 
attracts, develops and retains relevant skills and talent.  
At the same time, remuneration practices must:

• not induce excessive or inappropriate risk-taking;
• be in line with the group’s risk appetite statements;
• protect the long-term interests of the group, its 

employees, its shareholders and its policyholders; and
• consider the provisions of the Employment Equity  

Act 55 of 1998, as amended.
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Remuneration elements
The group determines its compensation pool based on its financial performance, after considering its risk appetite. The 
group’s risk appetite is informed by its governance and risk structures, which consider both qualitative and quantitative risk 
factors at a group, divisional and insurance entity level as part of the risk management system. 

Remuneration elements include:

Pay bands are broad and allow for flexibility to ensure that individual expertise and experience is duly considered.  
The remuneration committee has structured the remuneration for executives and senior employees, who have 
authority and responsibility for planning, directing and controlling the activities of the group, to allow for higher levels 
of variable pay than guaranteed (fixed) remuneration. This provides an adequate incentive to these employees to 
manage the group responsibly and avoid excessive risk-taking. It also helps the business manage operational costs. 

Individual performance appraisals identify talent at all levels in the business and enable fair and competitive pay 
based on function, experience and market pay levels.

Short-term variable compensation awards are designed to encourage, recognise and reward performance and 
to allow sufficient flexibility for responding to different business needs. The group recognises and rewards 
performance, however, short-term variable compensation is not guaranteed.

The group determines the size of its short-term variable compensation pool every year, based on a total 
compensation ratio linked to the overall business and divisional profitability. Divisional variable compensation pools 
are split among divisional key individuals and executives, based on individual performance and responsible risk 
management. The total short-term variable compensation pool and the way in which it is allocated is agreed with 
the remuneration committee every year giving due consideration to a range of qualitative and quantitative factors. 

In measuring and evaluating the business performance the following guiding strategic principles are considered:

• Recurring revenues and recurring headline earnings per share (optimising long-term sustainable returns per 
share).

• Operating margins demonstrating management’s ability to attract new business and increase market share 
without compromising margins by controlling costs.

• Risk vs return – optimising returns per unit of risk taken, by implementing various risk reduction and mitigation 
measures. 

Variable pay deferral

In respect of executive and key individuals with less than 10 years’ service, 30% of their short-term variable compensation 
award is deferred over 2 years and at the employee's choosing may be invested in either PSG Konsult shares or a PSG 
unit trust fund. Employees are eligible to receive 50% of their deferred short-term variable compensation award after 
the first anniversary and the remaining 50% on the second anniversary of the award date. These executives and key 
individuals will forfeit the deferred short-term variable compensation incentive award if they are not in the group’s 
employment on vesting date. Executives and key individuals with more than 10 years’ service are entitled to the full 
short-term variable compensation award on an annual basis.

Commission incentives earned by sales staff are linked to new business targets. However, risk and pricing are 
determined independently by managing existing pricing policies and/or underwriting and related risk policies. 

GUARANTEED PAY

SHORT-TERM vARiABLE COMPENSATiON 
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On an annual basis, the remuneration committee awards share options to align senior management incentives to 
shareholder returns and the long-term interests of clients and policyholders. This incentive also seeks to attract and 
retain key senior employees who play a critical role in business successes. In the share incentive scheme, the group 
grants share options to executive directors and management. These share options are allocated at grant date based 
on the 30-day volume-weighted average (VWAP) market price. The scheme vests over a five-year period from the 
date on which the share option was awarded.

Shares vest as follows: 
2 years after grant date: 25%
3 years after grant date: 25%
4 years after grant date: 25%
5 years after grant date: 25%

The participants have five months to exercise options after they vest.

No beneficiary shall be entitled to payment of any dividend or any other rights attached to any shares until the date 
of registration of such shares in the name of such beneficiary.

Termination of employment: 
Death, retirement or retrenchment: any options capable of being exercised at the date of retirement or 
retrenchment of the beneficiary or 12 months thereafter shall be and remain capable of exercise. The board at its 
discretion may permit such beneficiary to exercise any or all of the unexercised options. 

Dismissal: if a beneficiary ceases to be an employee by reason of dismissal on the grounds of misconduct, poor 
performance or dishonest or fraudulent conduct, then that beneficiary shall be deemed to have immediately 
forfeited their rights in respect of any unexercised options. 

Resignation: if a beneficiary ceases to be an employee by reason of resignation, that beneficiary shall be deemed 
to have immediately forfeited their rights in respect of any unexercised options. 

LONG-TERM iNCENTivE SCHEME

The group provides three times group life cover and disability benefit and income cover which is capped at  
the lower of 75% of the employee's guaranteed pay or R200 000 per month (amount is adjusted annually  
by inflation).

All full-time employees earning above R15 000 per month are required to be members of a medical aid scheme. 

All full-time employees are required to invest at least 5% of their guaranteed pay in the group’s retirement fund.

EMPLOYEE BENEFiTS AND WELLNESS
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Remuneration of key persons

Non-executive members of the board
Non-executive directors receive market-related fixed salaries 
based on the type and number of board committees 
they are involved in. These salaries are determined and 
recommended by relevant senior management for approval 
by the group remuneration committee. 

The proposed non-executive director (NED) fees for the 
period 1 March 2018 to 28 February 2019 are as follows 
(exclusive of VAT):

Role FY2019

Chairman R963 000

Board member R235 400

Audit committee chairman R107 000

Audit committee member R64 200

Risk committee chairman R107 000

Risk committee member R64 200

Remuneration committee chairman R53 500

Remuneration committee member R32 100

Social and ethics committee chairman R53 500

Social and ethics committee member R32 100

The NED fees will be increased by 7% from the previous 
financial year.

Executive members of the board, senior management and  
staff carrying out key risk-taking functions as determined by 
the board, whose remuneration is linked at least in part to  
the success of those activities
The guaranteed remuneration for each of these employees 
is competitive. Guaranteed remuneration is based on the 
individual employee’s responsibilities, performance and 
future prospects. Employees agree their key performance 
indicators with line managers and undergo bi-annual 
performance reviews.

In addition to their guaranteed remuneration, these 
employees may also receive variable compensation, 
provided that this remuneration: 

• Is based on the performance of the group, division or 
insurance entity and considers both financial and  
non-financial components, goals and targets.

• Is based on the performance of the employee in 
relation to established quantitative and qualitative 
goals and targets.

• Is aligned with the time horizons of the risk it is 
rewarding, and with the risk profile of the business.

• Promotes sound and effective risk management and 
does not encourage undue risk-taking. 

• Supports the business strategy and objectives.

Heads of control functions
Group senior management recommends total 
compensation (both fixed and variable) for the group heads 
of control functions:

• Internal audit function: Recommendation to the group 
audit committee for consideration.1

• Finance, risk and compliance functions: 
Recommendation to the group audit and risk 
committees for consideration.1 

The group audit and risk committee submits the  
final proposals to the group remuneration committee  
for approval.1

Senior management in each insurance entity will 
recommend total compensation (both fixed and variable) 
for its heads of control functions: 

• Internal audit function: Recommendation to the audit 
committee for consideration2

• Finance, risk, compliance and actuarial functions 
(if relevant): Recommendation to the audit and risk 
committees for consideration2 

These committees (or a combined committee, when 
relevant) then submit their final proposals to the group 
remuneration committee for approval.2

The guaranteed remuneration for each of these employees 
is competitive. Guaranteed remuneration is based on the 
individual employee’s responsibilities, performance and 
future prospects.

In addition to their guaranteed remuneration, these 
employees may also receive variable remuneration, 
provided that this remuneration:

• Is not linked to the performance of any business units 
that they control or oversee.

• Does not in any way undermine their independence 
from senior management.

1  Independent directors of the group audit and risk committees who 
are also part of the group remuneration committee, prior to the 
group remuneration committee meeting, consider the proposal from 
management and put forward their recommendation to the group 
remuneration committee at the meeting. 

2  Senior management, excluding the heads of control functions, put 
forward their recommendations to the licence entities’ audit and risk 
committees for consideration. PSG Konsult senior management then 
put the licence entities’ audit and risk committees’ recommendations 
to the group remuneration committee.
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Remuneration of other employees
The guaranteed remuneration for other employees is 
competitive. Guaranteed remuneration is based on the 
individual employee’s responsibilities, performance and 
future prospects.

In addition to their guaranteed remuneration, these 
employees may also receive variable remuneration provided 
that this remuneration:

• Is based on the performance of the group, division  
or insurance entity.

• Is based on the performance of the individual 
employee. 

Governance
Remuneration is governed by the group remuneration 
committee. This committee is mandated by the boards of 
PSG Konsult and its insurance entities, and also reports to 
them. The group remuneration committee also governs 
how remuneration is administered. It considers the holistic 
compensation model as well as the specific remuneration 
of all executive directors and prescribed officers, including 
fees paid to all non-executive directors. Furthermore, the 
remuneration committee is responsible for awarding share 
incentives to executives, and ensuring they are market- and 
performance-related. 

The group remuneration committee is responsible for 
applying this policy. In accordance with King IV™ and the 
Companies Act, individual remuneration of prescribed 
officers is disclosed. Full compensation details have been 
included in the implementation report, which is included  
from page 124. Furthermore, an independent control 
function will monitor how remuneration is applied to make 
sure that the group remuneration committee complies with 
this policy.

The group remuneration committee is governed by its 
terms of reference set out in Appendix A.

Reviewing the effectiveness of the policy
It is advisable to undertake regular audits of remuneration 
practices against this policy to give the group remuneration 
committee oversight of how the policy has been 
implemented.

Remuneration packages designed within the scope of the 
policy should be successful in attracting and retaining staff. 
If management continually needs to exercise discretion or 
agree to once-off deals to attract or retain executives, the 
policy may need to be reviewed.

Over time, reward management may change due to 
changes in the group’s structure, market pressures to attract 
and retain talent, strategic priorities, legislation, regulations, 
governance requirements and organisation values. 

This policy will be reviewed once a year, in line with the 
terms of reference set out in Appendix A.
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APPENDiX A – REMUNERATiON COMMiTTEE TERMS  
OF REFERENCE

Introduction
The remuneration committee (the committee) is a 
committee of the board of directors (the board) of  
PSG Konsult Limited (PSG Konsult or the company).  
Its members therefore have duties and responsibilities  
both as members of the committee and as members  
of the board.

The deliberations of the committee do not reduce or 
replace the fiduciary duties and responsibilities of board 
members. All board members must continue to exercise the 
due care and judgement that is legally required of them.

These terms of reference are subject to the provisions 
of the Companies Act, the company’s memorandum of 
incorporation, the Financial Sector Regulation Act, No. 9  
of 2017, laws and regulations relating to insurers and  
any other applicable law or regulatory provision. This 
document also takes into account King IV™ as well as  
the JSE Listings Requirements.

The boards of all of the company’s subsidiaries, including 
the South African insurance licence regulated entities, 
namely PSG Life Limited and Western National Insurance 
Company Ltd (RSA) Proprietary Limited, have appointed the 
committee to perform their remuneration responsibilities 
across the PSG Konsult Group of companies (group).

Philosophy
The group’s remuneration philosophy and practices are set 
out in the remuneration policy, and are summarised  
as follows:

• The group aims to remunerate its employees fairly 
and responsibly. It considers local and international 
remuneration best practices to attract, develop and 
retain relevant skills and talent.

• The core remuneration philosophy is based on reward 
for performance. This is aligned with its overall 
business strategy, objectives, values and risk appetite. 
The group also complies with all relevant regulations 
and market practices. Profitability, business processes, 
risks, employee management as well as safeguarding 
the interests of clients are the key performance 
indicators for reward. Three performance components 
are considered for annual increases: overall group, 
divisional and individual performance, with due 
consideration for inflation.

• Remuneration and remuneration-related matters 
are governed by the committee. This committee 
is mandated by the board and the boards of the 
company’s subsidiaries and its South African insurance 
entities, and reports to them. The committee also 
governs how remuneration is administered and 
implemented. It considers the holistic compensation 
model as well as the specific remuneration of all 
executive directors and prescribed officers, including 
fees paid to all non-executive directors (NEDs), in the 
context of overall employee remuneration in the group.

Purpose of the terms of reference
The purpose of these terms of reference is to set out 
the committee’s role and responsibilities, specify the 
requirements for its composition and its meeting procedures.

Composition
• The committee will have at least three NEDs.  

The majority of the committee must at all times consist  
of independent NEDs. 

• The board will appoint the members and chairperson 
of the committee. The chairperson of the board 
may be a committee member, but may not be the 
chairperson of the committee. 

• The chairperson of the committee shall be an 
independent NED.

• The board will determine the duration of the period 
over which the chairperson of the committee and 
members may hold their office (with due consideration 
to the provisions of the company’s memorandum of 
incorporation regarding the rotation of NEDs).

• Members of the committee must have the sufficient 
qualifications, experience and competence to fulfil their 
duties. This includes the necessary financial, human 
resources and remuneration knowledge and experience.

• The committee will appoint an appropriate committee 
secretary responsible for the record-keeping and 
administrative tasks associated with the committee.

Role
• The committee has an independent role operating with 

delegated powers on behalf of the board. It provides 
oversight and makes recommendations to the board and 
the relevant boards of the company’s subsidiaries for their 
consideration and final approval. The committee does not 
have any management functions.

The role of the committee is to help the board and the 
relevant boards of the company’s subsidiaries by ensuring 
that it fulfils its responsibilities as set out below. 

Responsibilities
The committee must perform all the functions necessary to 
fulfil its role. These include:

Remuneration governance

• Setting the direction on fair, responsible and 
transparent remuneration and establishing an 
organisation-wide remuneration policy that gives effect 
to this direction in line with industry standards.

• Developing arrangements to ensure that remuneration 
paid to executive directors and senior management is 
fair and responsible in the context of overall employee 
remuneration.

• Considering remuneration-related obligations in terms 
of the Employment Equity Act, No. 55 of 1998, as 
amended, and the regulations thereto, specifically the 
principle of equal pay for work of equal value.

• Ensuring that the group’s remuneration policy and the 
implementation thereof is aligned to the corporate 
culture, as well as its business and risk management 
strategy and performance.

APPENDiCES
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• Overseeing how the company and all its subsidiaries 
maintain the aforementioned organisation-wide 
remuneration policy that will help the group achieve its 
strategic objectives and performance targets, as set by 
the relevant boards of the group.

• Provided with the requisite information to enable 
the committee to discuss, evaluate and approve the 
remuneration of the CEO (or, in the case of its insurer 
businesses, the person in charge of the insurer(s)),  
the senior managers who report directly to the CEO  
(or the person in charge of the insurer), and other 
material risk-takers (persons whose activities may, 
in the opinion of the committee, affect the financial 
soundness of the insurer and any other person 
specified by the relevant Regulator).

• Recommending to the board how the company’s 
NEDs must be remunerated, for final approval by the 
shareholders at the AGM. The committee may consult 
independent third-party advisers to provide assistance 
with recommending appropriate NED fees.

• Attending to the remuneration of the heads of the 
control functions (other than the head of the internal 
audit function, whose remuneration will be evaluated 
by the audit committee) with the approval of, or after 
consultation with, the board or relevant board committee.

• Monitoring the implementation and effectiveness of 
the remuneration policy, to establish if the various 
companies within the group are meeting the objectives 
set by the relevant boards. The committee will 
also monitor compliance with the Governance and 
Operational Standards for Insurers (insofar as they 
relate to remuneration).

• Reviewing the minutes of subsidiary company 
remuneration committee meetings (if any).

Guaranteed pay

• Determining remuneration packages for employees 
that are justified and correctly valued, and ensuring 
that the structure and mix of fixed and variable 
remuneration in cash, shares and/or other elements 
meets the board's objectives (and comparing it to 
appropriate market comparators where appropriate).

• Making sure the group chooses an appropriate 
comparator group when comparing remuneration levels.

• Exercising oversight over the union negotiation 
mandate for management to conclude agreements 
with collective bargaining units (if any).

• Making sure that all benefits, including retirement 
benefits and other financial arrangements, are justified 
and appropriately valued.

Variable pay

• Considering appropriate incentive plans, their 
implementation, and determining performance 
measures and targets which support the group’s 
business and risk management strategy and long-term 
objectives (and ensuring these performance measures 
are accurate and appropriate).

• Confirming the annual variable pay to executives and 
senior management, and providing a mandate to 
management to pay variable incentives to employees 
below senior manager level.

• Determining the allocation of long-term incentive (LTI) 
awards to executives, senior management and other 
eligible participants, and approving the overall cost and 
dilutive impact of allocations made in a particular year.

• Determining the appropriateness of ad hoc cash and/
or equity-settled awards including one-off awards in 
exceptional circumstances to ensure the retention of 
key employees.

• Considering the appropriateness of early vesting of 
share-based schemes in the event of termination  
of employment.

Executive contracts and performance management

• Reviewing the terms and conditions of executive 
directors’ service agreements and ensuring there is 
adequate disclosure of special arrangements in the 
company’s integrated annual report.

• Liaising with the chairperson of the board on the 
succession plans of directors and senior management.

Remuneration disclosure and stakeholder engagement

• Managing stakeholder relations with investors and 
other stakeholders on remuneration matters at  
the company’s annual general meeting (AGM)  
and throughout the financial year, and as and  
when required.

• Overseeing the preparation of the group’s 
remuneration report (for inclusion in the integrated 
report) and making sure that the remuneration policy 
and the implementation report are put to two separate 
non-binding advisory votes at the AGM (as required by 
the JSE Listings Requirements).

• Making sure that the chairperson of the committee, 
or in his/her absence an appointed deputy, attends the 
AGM and similar events to answer questions about  
the group’s remuneration policy and strategy, and  
the implementation thereof.

• Ensuring that shareholder engagement processes 
are in place in the event that 25% or more of the 
shareholders vote against either or both of the 
remuneration-related resolutions at the AGM.

Internal and external reporting

• Liaising with other board committees, including the 
audit committee and risk committee, on remuneration 
matters in the broader context of risk, disclosure and 
social responsibility matters.

• Meeting with the relevant regulator on request.
• Reporting to the board, by the chairperson of the 

committee (including relevant subsidiary company 
boards), of all critical issues identified at committee 
meetings, including confirmation that the committee 
has complied with these terms of reference.

Authority
• The board and the boards of the subsidiaries have 

delegated authority to the committee to act according 
to these terms of reference. Subject to a board-
approved process, the committee can ask the chairs 
of other board committees within the group, any of 
the executive directors, group officers or the company 
secretary to provide it with information, if it needs the 
information to fulfil its duties.
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• The committee has reasonable access to the group’s 
records, facilities and any other resources it needs to 
fulfil its duties and responsibilities.

• The committee can form subcommittees. It can 
delegate authority to these subcommittees or specific 
members of the committee.

• The committee has the right to obtain independent 
external professional advice if this is necessary for it to 
fulfil its duties. The committee must follow a board-
approved process when seeking such advice.

• The committee, within the scope of its terms of reference, 
has the power to investigate any remuneration-related 
matter or activity, and to make any remuneration-related 
recommendations it deems necessary to the board where 
it identifies areas for improvement. In addition, the 
chairperson of the committee shall report to the board 
on a regular basis on matters dealt with and on decisions 
taken by the committee.

Meeting procedures
Frequency
• The committee must hold at least one meeting a year, 

and as many as it needs to carry out its duties properly.
• Further meetings, in addition to those that are 

scheduled by the committee, may be requested by the:
– CEO;
– the head of human resources;
– other members of senior management;
– the board or a board member; or
– a committee member.

• The chairperson of the committee may meet with the 
CEO, head of human resources and/or the company 
secretary before a committee meeting to discuss 
important issues and agree on the agenda for the 
committee meeting.

Attendance
• The committee can invite the CEO, head of human 

resources, relevant executive directors, other 
members of senior management, assurance providers, 
professional advisers and board members to a 
committee meeting (including the chairperson of the 
board if he/she is not a committee member). However, 
invitees may not vote on any proposed resolution and 
they are not present (and must leave the meeting) 
when their remuneration is discussed.

• Additionally, no committee member shall participate in 
discussions and decisions relating to their own fees.

• If the chairperson of the committee is absent from 
a meeting, the members present must nominate a 
committee member between them to act as chair.

• Members of the committee may attend meetings 
electronically (e.g. by videoconference or 
teleconference). 

Agenda and minutes 
• The committee may develop a work plan for each 

financial year. This is to make sure that all relevant 
matters are dealt with according to its terms of 
reference and are covered in the agendas of the 
meetings planned for the financial year. The plan may 
be used to determine the number, timing, length and 
agendas of committee meetings.

• Committee members must be prepared for the 
committee meetings and provide appropriate 
and constructive input on matters for discussion. 
Accordingly, committee members and invitees must 
receive a detailed agenda and all necessary supporting 
documentation before each committee meeting.

• A notice of the committee meeting must be prepared 
and forwarded to each committee member no less 
than fourteen (14) working days prior to the date of 
the meeting, which notice must confirm the venue, 
the time and date (unless exceptional circumstances 
require otherwise). 

• The nominated secretary shall take minutes of the 
committee meetings, which minutes must be formally 
recorded, circulated to the members of the committee 
and approved at the next committee meeting.

• Any director of the company may obtain copies of the 
minutes of any of the committee meetings, subject to 
the consent of the chairperson of the committee and 
provided that no conflict of interest exists. 

Quorum
• The quorum for committee meetings is a majority of 

the members who are present. The majority of the 
members must be independent NEDs.

• Invitees to committee meetings may participate in 
discussions but do not form part of the quorum for 
committee meetings.

Evaluation
• The committee must complete a self-evaluation 

on an annual basis, in line with best practice and 
the provisions of the Governance and Operational 
Standards for Insurers (once finalised). The board 
must also perform an annual evaluation of the 
committee and review its effectiveness in performing 
its responsibilities. The committee must also cooperate 
with the internal audit function’s assessment of 
adherence to the group’s remuneration policy, and the 
risk management function’s assessment of the risks 
arising from incentive arrangements. 

• Any changes to these terms of reference, as required 
from time to time, must be approved by the board, 
material changes should be communicated to the 
relevant subsidiary boards.

• These terms of reference were approved by the 
chairperson of the board on 15 February 2018 and the 
chairperson of the committee on 15 February 2018, 
and will be due for review annually at the April board 
meeting.

Signed into effect in Cape Town on the 15th day of 
February 2018.

J de V du Toit
Chairperson of the committee
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APPENDiX B – REMUNERATiON POLiCY FLOWCHART
Key persons (senior management and heads of control functions)

Steps:

1. Divisional pools are determined based on business performance, and adjusted to align with expected risk outcomes
2. Divisional pools are aggregated = group pool
3. Re-allocation takes place, to ensure risk-adjusted alignment across the whole group
4. Divisional pools are allocated to individuals based on key performance management assessments (taking quantitative 

and qualitative factors into account)

Notes:

1. All pools consist of a fixed (actual) and variable (remaining part of pool) component. The compensation pool is 
dependent on achieving performance goals and objectives, and on taking account of risk factors.

2. The fixed component is market-related and aligned to CPI (increases are subject to risk-adjusted performance).
3. The variable component is dependent on achieving performance goals and objectives, and on taking account of risk factors.
4. Selected individuals only.
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APPENDiX C – iMPLEMENTATiON REPORT

Fixed remuneration
The Remco approved an organisation-wide inflationary 
salary increase in line with the industry sector. After due 
consideration, the committee is satisfied that the increase 
levels for executive directors are in line with the increase 
levels for all other employees. 

Long-term incentives (LTIs) 
A key feature of the group’s share incentive scheme  
is to align senior management incentives, including 
that of the executive directors, to shareholder returns 
and the long-term interests of clients and policyholders. 
This incentive also seeks to attract and retain key senior 
employees who play a critical role in business successes.

Evaluating executive directors’ long-term remuneration 
The significant value of options redeemed/exercised during 
the year and closing indicative expected value included  
in the table on page 125 should be considered in light 
of the group’s remuneration policy, which is specifically 
designed to align the interests of the executive directors 
with those of shareholders, together with their successful 
execution of the group’s objective of value creation for  
its shareholders and of the long-term interests of clients  
and policyholders. 

It is evident from the group’s performance that it has 
provided its shareholders with superior returns over the 
past five years, with the group’s executive directors having 
benefited accordingly from the share incentive scheme. 

This is in part owing to the group attracting and retaining 
the services of talented executives and employees, which 
is only achievable if the group’s remuneration practices are 
appropriate and competitive.

When evaluating the group’s performance over the long 
term, one should focus on the total return index (TRI) as  
a measurement tool. The TRI is the CAGR of an investment 
and is calculated by taking cognisance of share price 
appreciation, dividends and other distributions. This is  
a sound measure of wealth creation and a reliable means  
of benchmarking different companies. The group’s TRI  
as at 28 February 2018 was 27.3% per annum over the past 
five years. Therefore, if you had purchased R100 000 worth 
of PSG Konsult shares on 28 February 2013 and reinvested 
all your dividends, your investment would be worth around 
R334 100 as at 28 February 2018. The same investment in 
either the JSE All Share Index (ALSI) or JSE Financial Index 
(FINI) over the same period would be worth R171 000 
(48.8% lower) or R200 000 (40.1% lower), respectively. 

Over the same five-year period the group achieved a 
compounded annual growth rate of 26.7% in recurring 
headline earnings which is a best in class performance 
relative to other financial services companies in  
South Africa. 

It should be noted that W Theron no longer qualifies for 
the award of share options. However, his unvested share 
options, which were awarded during his tenure as an 
executive of the group as set out in the table on page 125, 
will continue to vest in accordance with the provisions  
of the share incentive scheme.
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The table below discloses the value of each director’s LTIs, whether allocated, settled or forfeited, as well as the current 
value of shares not yet settled.

PSG Konsult Limited share options in terms of the PSG Konsult Group Share Incentive Trust

Audited

Number 
of share 
options 

as at 
28 Feb 2017

Average 
market 

price 
per share 

on 
vesting 

date

vesting 
price 

per 
share

Date 
granted

Number 
of share 
options 

as at 
28 Feb 2018

value of
options

redeemed/
exercised

during
year1

R000 

Closing
indicative
expected

value
as at

28 Feb 20182

R000

Number of share  
options during year
Granted vested

Executive              
FJ Gouws  2 500 000 –  (2 500 000) R8.65 R1.83 1/07/2012 – 17 050 –
   6 250 000  –    (3 125 000) R8.10 R2.83 1/03/2013  3 125 000 16 469 18 344 
   4 762 500  –    (1 587 500) R8.10 R5.06 1/03/2014  3 175 000 4 826 11 557 
   895 186  –    (223 797) R8.10 R7.27 1/04/2015  671 389 186 960 

 10 335 579  –    –    –   R6.81 1/04/2016  10 335 579 – 19 534 
  –  3 156 559  –    –   R7.59 1/04/2017  3 156 559 – 3 504 
   24 743 265  3 156 559  (7 436 297)  20 463 527  38 531  53 899 
               
MIF Smith  500 000  –    (250 000) R8.10 R2.83 1/03/2013  250 000 1 318  1 468 
   1 350 000  –    (450 000) R8.10 R5.06 1/03/2014  900 000 1 368  3 276 
   709 560  –    (177 390) R8.10 R7.27 1/04/2015  532 170 147  761 

 2 398 150  –    –    –   R6.81 1/04/2016  2 398 150 –  4 533 
  –  1 030 108  –    –   R7.59 1/04/2017  1 030 108 –  1 143 
   4 957 710  1 030 108  (877 390)  5 110 428  2 833  11 181 
               
Non-executive              
W Theron  1 500 000  –    (750 000) R8.10 R2.83 1/03/2013  750 000 3 953  4 403 
   1 500 000  –    (750 000)  750 000  3 953  4 403 

1   The value of options redeemed/exercised is the number of share options exercised in the 2018 financial year multiplied by growth in share price 
(market value share price at exercise less option grant price).

2   This column shows the number of outstanding options at year-end multiplied by the PSG Konsult Limited year-end share price, less the strike price of 
the instruments.

The following share option awards were accepted in terms of the PSG Konsult Group Share Incentive Trust between the end 
of the financial year and the date of this report: 

• On 20 April 2018 Messrs FJ Gouws and MIF Smith accepted 3 750 000 and 1 200 000 share option awards respectively, at 
a strike price of R8.74 per share which are exercisable in tranches of 25% each on the 2nd, 3rd, 4th and 5th anniversary 
of the award date respectively.

CORPORATE GOvERNANCE
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PSG Group Limited share options in terms of the PSG Group Limited Supplementary Share Incentive Trust

Audited

Number 
of share 
options 

as at 
28 Feb 2017

Average 
market 

price 
per share 

on vesting 
date

vesting 
price 

per share
Date 

granted

Number 
of share 
options 

as at 
28 Feb 2018

Closing 
indicative 
expected 

value
as at

28 Feb 2018
R0001

Number of share  
options during year
Granted vested

Non-executive
PJ Mouton 32 263 – – – R61.50 28/02/2013 32 263 5 033
  330 942 – – – R83.23 28/02/2014 330 942 44 436
  56 020 – – – R136.84 28/02/2015 56 020 4 519
  83 993 – – – R178.29 29/02/2016 83 993 3 293
  84 203 – – – R237.31 28/02/2017  84 203 –

– 113 018 – – R236.13 28/02/2018 113 018 –
  587 421 113 018 –     700 439 57 281

1   This column shows the number of outstanding options at year-end multiplied by the PSG Group Limited year-end share price, less the strike price of the 
instruments.

Directors’ and prescribed officers’ remuneration
The remuneration received by the PSG Konsult executive directors, non-executive directors and prescribed officers, from 
subsidiaries in the PSG Group, for the 2018 and 2017 financial years, is set out in the following tables: 

For the year ended 
28 February 2018 
(Audited)

Directors’ 
fees

R000

Basic 
salary

R000

Bonus and 
per-

formance-
related 

payments
R000

Expense 
allowances

R000

Company
contri-

butions
R000

LTis
R000

Total 
R000

Executive
FJ Gouws1,7  155  4 800  18 800 –  72 38 531 62 358

MIF Smith8 – 2 304  7 000 96  37 2 833 12 270

 155 7 104  25 800 96  109 41 363 74 628

Non-executive
W Theron10  1 146 – – – – 3 953  5 098 

J de V du Toit  475 – – – – –  475 

PJ Mouton2, 3, 9  250  7 681 – –  19 –  7 950 

PE Burton4  803 – – – – –  803 

ZL Combi5  832 – – – – – 832

R Stassen  188 – – – – –  188 

ZRP Matsau6  170 – – – – –  170 

 3 864  7 681 – –  19  3 953  15 516 

 4 019 14 785  25 800 96  128  45 316  90 144 
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For the year ended 
28 February 2017 
(Audited)

Directors’ 
fees

R000

Basic 
salary

R000

Bonus and 
per-

formance-
related 

payments
R000

Expense 
allowances

R000

Company
contri-

butions
R000

LTis
R000

Total 
R000

Executive
FJ Gouws1,7 142 4 500 16 000 – 79 55 219 75 940

MIF Smith8 – 2 341 6 000 96 34 2 831 11 302

142 6 841 22 000 96 113 58 050 87 242

Non-executive
W Theron10  1 133 – –  –   – 11 178  12 311 

J de V du Toit  258  –   – – – –  258 

PJ Mouton2, 3  425  4 012  6 091 –  12 41 855 52 395

PE Burton4  496 – – – – –  496 

ZL Combi5  614 –  –   – – –  614 

R Stassen  130 –  –   – – –  130 

 3 056  4 012  6 091 –  12 53 033 66 204

 3 198  10 853  28 091  96  125 111 083 153 446

1   Director’s fee of R0.2 million (2017: R0.1 million) paid to PSG Management Services Proprietary Limited as non-executive director of PSG Group Limited.
2   Remuneration paid by a subsidiary of PSG Group Limited.
3   Director’s fee of R0.3 million (2017: R0.4 million) was paid to a subsidiary of PSG Group Limited.
4   Director’s fee of R0.3 million (2017: R0.3 million) paid as non-executive director of PSG Group Limited. R0.1 million (2017: Rnil) was paid as  

non-executive director of PSG Konsult Limited subsidiaries.
5   Director’s fee of R0.2 million (2017: R0.1 million) paid as non-executive director of PSG Group Limited. R0.3 million (2017: R0.2 million) was paid  

as non-executive director of Curro Holdings Limited.
6  Appointed as a director of PSG Konsult Limited with effect from 20 July 2017.
7   Total performance incentive bonus awarded was R20.0 million (2017: R17.0 million). 70% of bonus awarded, being R14.0 million (2017: R11.9 million), 

is unconditional and was paid in cash in April 2018 and April 2017 respectively. The remaining 30% has been paid to the director; however, is 
conditional on the director remaining in employment and is subject to clawback provisions. The conditional portion of the bonus vests as follows:  
R3.0 million in April 2019 (2017: R2.6 million in April 2018), being 12 months after award date, while the remaining R3.0 million (2017: R2.6 million; 
2016: R2.3 million) is conditional for 24 months until April 2020 (2017: April 2019; 2016: April 2018). 

8   Total performance incentive bonus awarded was R7.0 million (2017: R 6.0 million), which was paid in cash in April 2018 and April 2017 respectively,  
as the director has more than 10 years’ service in the group (no service conditions attached to release of 30% deferred portion of bonus award).

9   Total salary approved, including company contributions was R11.0 million. 30% of this is deferred and paid out on a monthly basis during the ensuing 
year, subject to malus/clawback provisions, and the director remaining in PSG Group’s service.

10  Director’s fee of R0.2 million (2017: R0.3 million) was paid as non-executive director of PSG Konsult Limited subsidiary entities.

The prescribed officers of the group are Messrs FJ Gouws and MIF Smith, both executive directors of the company. Their 
remuneration is detailed above.

Approval
This remuneration report was approved by the Remco on 15 February 2018. The Remco is satisfied that there are no 
deviations from the remuneration policy in its implementation during the 2018 financial year.

CORPORATE GOvERNANCE
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GROUP FINANCIAL STATEMENTS

REPORT OF THE AUDIT COMMITTEE
for the year ended 28 February 2018

The committee is pleased to present its report for the financial year ended 28 February 2018.

The audit committee is an independent statutory committee appointed by the shareholders. Further duties are delegated to the audit committee 
by the board of directors of the company. This report includes both sets of duties and responsibilities.

The committee is responsible for ensuring the integrity of integrated reporting and reviewing the effectiveness of the financial reporting process, 
the system of internal control and management of financial risks, the assurance process, and the company’s process for monitoring compliance 
with laws and regulations and its own code of business conduct. The committee recommends the annual financial statements for approval to the 
board and is responsible for monitoring, engaging with, and determining the remuneration of the external auditor.

TERMS OF REFERENCE
The audit committee has adopted a formal audit committee charter that has been approved by the board of directors, and the committee 
has executed its duties during the past financial year in compliance with the terms of reference. The terms of reference, including roles and 
responsibilities, were aligned with the requirements of King IV™, the Companies Act and other regulatory requirements. 

COMPOSITION AND MEETING PROCEEDINGS
At 28 February 2018, the audit committee consisted of four non-executive directors who act independently as described in section 94 of the 
Companies Act.

For the financial year ended 28 February 2018, the members of the audit committee were:

Membership and attendance 12 April 2017 4 October 2017

J de V du Toit ü ü
PE Burton ü ü
ZL Combi ü ü
ZRP Matsau N/A ü

ü Present
N/A The director was only appointed to the audit committee on 20 July 2017.

The committee met twice in the financial year under review and had full attendance. Ad hoc meetings are held as required. At the meetings, the 
members fulfilled all their functions as prescribed by the Companies Act, as well as those additional functions as determined by the board.

In addition, the chief executive officer and the chief financial officer attended all audit committee meetings. The group risk management function 
and internal audit function were also represented.

The external auditor, in their capacity as auditor to the company, attended and reported to all meetings of the audit committee.

DUTIES
In execution of its statutory duties during the past financial year, the audit committee has reviewed the interim and year-end financial statements, 
culminating in a recommendation to the board.

In the course of its review, the committee:
• takes appropriate steps to ensure that the financial statements are prepared in accordance with IFRS;
• considers and, when appropriate, makes recommendations on internal financial controls;
• deals with concerns or complaints relating to:

 – accounting policies,
 – the auditing or content of annual financial statements, and
 – internal financial controls;

• reviews the external audit report on the annual financial statements;
• reviews the risk management reports and, where relevant, makes recommendations to the board;
• evaluates the effectiveness of risk management, controls and the governance processes;
• verifies the independence of the external auditor and of any nominee for appointment as the designated auditor;
• approves the audit fees and engagement terms of the external auditor; and
• determines the nature and extent of allowable non-audit services and approves the contract terms for the provision of non-audit services by 

the external auditor.

LEGAL REQUIREMENTS
The audit committee has complied with all applicable legal, regulatory and other responsibilities for the financial year.
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REPORT OF THE AUDIT COMMITTEE
for the year ended 28 February 2018

EXTERNAL AUDITOR
The board sets a policy that governs the level and nature of non-audit services, which requires pre-approval by the audit committee for all 
non-audit services. In determining the independence of the external auditors, the committee considers the level and types of non-audit services 
provided as well as other enquiries and representations. The prospect of mandatory audit firm rotation was also considered by the committee 
during the current financial year. As required by the Companies Act, the committee has satisfied itself that PSG Konsult Limited’s external auditor, 
PricewaterhouseCoopers Inc., was independent of the company, as set out in sections 90(2)(c) and 94(8) of the Companies Act and is thereby 
able to conduct its audit functions without any undue influence from the company.

The committee has considered the relevant audit quality indicators, including the audit firm’s system of quality control. It noted that 
PricewaterhouseCoopers Inc. was subject to a review of its quality control practices in terms of International Standard on Quality Control by the IRBA. 
No legal or disciplinary proceedings have been concluded against the firm in the past seven years. The committee was satisfied with the quality of the 
audit concluded and has nominated, for re-appointment at the annual general meeting, PricewaterhouseCoopers Inc. as the external auditor of  
PSG Konsult Limited for the financial year ending 28 February 2019 and Mr DG Malan as the designated individual registered auditor who will 
undertake the audit of PSG Konsult on behalf of PricewaterhouseCoopers Inc.

PricewaterhouseCoopers Inc., being the audit firm, as well as Mr DG Malan, being PSG Konsult’s individual auditor for the 2018 financial year, have 
been accredited on the JSE list of auditors in terms of the criteria in the JSE Listings Requirements. As required by section 3.84(g)(iii) of the JSE Listings 
Requirements, the committee has satisfied itself that PricewaterhouseCoopers Inc. and Mr DG Malan are suitable for reappointment as audit firm and 
individual auditor, respectively, by considering, inter alia, the information stated in paragraph 22.15(h) of the JSE Listings Requirements.

FINANCIAL FUNCTION
In terms of the JSE Listings Requirements, the audit committee performs an annual evaluation of the financial reporting function in PSG Konsult. 
The committee was satisfied that the financial reporting function had appropriate resources, skills, expertise and experience. The committee 
also confirmed that it is and was satisfied that Mr MIF Smith, the group chief financial officer of PSG Konsult, possesses the appropriate skills, 
expertise and experience to meet the responsibilities required for that position during his service as such.

INTERNAL FINANCIAL CONTROLS
The audit committee evaluated the company’s internal financial controls and, based on the information and explanations given by management 
and the group internal audit function, as well as discussions with the independent external auditor regarding the results of their audit, the 
committee is satisfied that there was no material breakdown in the internal financial controls during the financial year under review.

The committee also reviews and approves the internal audit charter, reviews the effectiveness of the internal audit structures and considers the 
findings of internal audit. The committee is also responsible for the assessment of the performance of the group internal auditor.

GOVERNANCE OF RISK
The board has assigned oversight of the company’s risk management function to the risk committee. The chairman of the risk committee is a 
member of the audit committee and likewise, the chairman of the audit committee is a member of the risk committee to ensure that information 
relevant to these committees is transferred effectively. The audit committee oversees financial reporting risks, internal financial controls, fraud and 
IT risks as these relate to financial reporting.

GOING CONCERN
The audit committee reviewed a documented assessment prepared by management, including key assumptions, of the going concern status of 
the company and made a recommendation to the board in accordance with this assessment. The board’s statement on the going concern status 
appears on page 131 of the integrated report.

ANNUAL REPORT
The committee has evaluated the annual report (incorporating the integrated report) of the company and group for the year ended  
28 February 2018, with specific consideration of the following significant financial reporting matters during the year:
• the implementation of the new accounting standards effective for the 2019 financial year (IFRS 9 – Financial instruments and  

IFRS 15 – Revenue from contracts with customers); and
• the key judgements used in the valuation of intangible assets.

The committee has reviewed impact assessments prepared by management on the transition to the new accounting standards effective for  
the 2019 financial year and the assumptions made. Additional disclosures regarding these have been presented in Annexure A. In assessing the 
appropriateness of the key judgements used in the valuation of intangible assets, the committee determines whether they are reasonable in terms 
of the current macroeconomic climate and in line with assumptions utilised by comparable third parties. Refer to note 1 to the group financial 
statements for further information.

Based on the information provided to the committee, the committee considers that the group complies, in all material respects, with the 
requirements of the Companies Act, as amended, and IFRS.

J de V du Toit
Chairman of the audit committee
16 May 2018
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STATEMENT OF RESPONSIBILITY BY THE BOARD OF DIRECTORS
for the year ended 28 February 2018

The directors of PSG Konsult Limited are responsible for the preparation, integrity and fair presentation of the group and company  
financial statements of PSG Konsult Limited. The group and company financial statements, comprising the statements of financial position  
at 28 February 2018, and the income statement, statements of comprehensive income, statements of changes in equity and statements  
of cash flows for the year then ended, and the notes to the financial statements which include a summary of significant accounting policies  
and other explanatory notes, have been prepared in accordance with IFRS and the requirements of the Companies Act, and include amounts 
based on judgements and estimates made by management. In addition, the directors are responsible for preparing the report of the board  
of directors.

The directors consider that in preparing the annual financial statements they have used the most appropriate accounting policies, consistently 
applied and supported by reasonable and prudent judgements. Estimates have been used in the preparation of the annual financial statements 
and all statements of IFRS that are considered applicable have been followed. The directors are satisfied that the information contained in the 
annual financial statements fairly presents the results of operations for the year and the financial position of the group and company at year-end. 
The directors also prepared the report of the board of directors and other information included in the annual report and are responsible for both 
its accuracy and consistency with the annual financial statements.

The directors have the responsibility of ensuring that adequate accounting records are kept. The accounting records should disclose, with 
reasonable accuracy, the financial position of the companies to enable the directors to ensure that the annual financial statements comply  
with relevant legislation.

PSG Konsult Limited operated in a well-established control environment, which is documented and regularly reviewed. The control environment 
incorporates risk management and internal control procedures, which are designed to provide reasonable, but not absolute, assurance that assets 
are safeguarded and that the risks facing the business are being controlled and managed. To the best of their knowledge and belief, the directors 
are satisfied that no material breakdown in the operation of the systems of internal financial controls and procedures occurred during the year 
under review. 

The going concern basis has been adopted in preparing the annual financial statements. Based on their assessment, the directors have no reason 
to believe that the group or any company in the group will not be a going concern in the foreseeable future, based on forecasts and available 
cash resources. These annual financial statements support the viability of the group.

It is the responsibility of the independent auditor to report on the annual financial statements. In order to do so, they were given unrestricted 
access to all financial records and related data, including minutes of all meetings of shareholders, the board of directors and committees  
of the board. The group’s external auditor, PricewaterhouseCoopers Inc., audited the financial statements and their report is presented  
on pages 138 to 142.

The annual financial statements, presented on pages 143 to 276, were approved by the board of directors on 16 May 2018 and are signed on its 
behalf by:

W Theron FJ Gouws MIF Smith
Chairman Chief executive officer Chief financial officer
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PREPARATION AND PRESENTATION OF THE ANNUAL FINANCIAL STATEMENTS
for the year ended 28 February 2018

The annual financial statements for the year ended 28 February 2018 have been prepared under the supervision of the chief financial officer,  
Mr MIF Smith, CA(SA).

These annual financial statements have been audited by PricewaterhouseCoopers Inc. in accordance with the requirements of the Companies Act.

CERTIFICATE BY THE COMPANY SECRETARY
for the year ended 28 February 2018

I hereby certify, in terms of section 88(2)(e) of the Companies Act, that to the best of my knowledge, for the year ended 28 February 2018, the 
company has lodged with the Registrar of Companies all such returns and notices as required of a public company in terms of the Companies Act 
and that all such returns and notices are true, correct and up to date.

S Hamit (on behalf of PSG Management Services Proprietary Limited)
Company secretary
16 May 2018
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REPORT OF THE BOARD OF DIRECTORS
for the year ended 28 February 2018

The directors take pleasure in presenting their integrated report, which includes the audited financial statements of PSG Konsult Limited  
(the company) and its subsidiaries (the group) for the year ended 28 February 2018.

NATURE OF BUSINESS
PSG Konsult Limited is a South African-based financial services group engaged in the offering of a comprehensive range of products and 
administration services, including investment management, stockbroking, insurance and investment broking, financial planning and advice, 
healthcare brokerage and administration, employment wealth benefits, management of local and foreign unit trusts, managed multi-manager 
solutions, retirement and structured products and the issue of short-term and long-term insurance contracts.

PSG Konsult Limited is incorporated in the Republic of South Africa and is a public company listed on the JSE and NSX.

HOLDING COMPANY
The company’s holding company is PSG Financial Services Limited (a company incorporated in the Republic of South Africa). Its ultimate holding 
company is PSG Group Limited (a company incorporated in the Republic of South Africa and listed on the JSE).

CORPORATE GOVERNANCE
The board has satisfied itself that appropriate principles of corporate governance were applied throughout the year under review.

FINANCIAL RESULTS
The operating results and the state of affairs of the group and company are fully set out in the statements of financial position, income statement, 
statements of comprehensive income, statements of changes in equity, statements of cash flows and notes thereto.

The earnings attributable to equity holders of the group for the year under review were R566.5 million (2017: R486.9 million). The group’s 
headline earnings attributable to shareholders amounted to R566.4 million (2017: R486.4 million).

CORPORATE TRANSACTIONS
The group established a DMTN programme to provide the business with a flexible, cost-effective funding structure that will internally fund our 
Scriptfin loan book. We concluded our maiden listing on the JSE’s Interest Rate Market of a three-year R100.0 million senior unsecured floating 
rate note on 12 July 2017, at competitive rates.

During the year under review, the group, through its subsidiary PSG Wealth Financial Planning Proprietary Limited, concluded further asset-for-
share transactions utilising section 42 of the Income Tax Act, No. 58 of 1962 (Income Tax Act) with a number of its advisers (on the same basis 
as in the 2017 financial year). This has allowed the group to further standardise the revenue sharing model with advisers and has also given 
them the opportunity to invest in the future of PSG Konsult. The transactions were settled with the issue of 0.6 million PSG Konsult shares at an 
average of R8.97 per share and a cash payment of R17.3 million by PSG Wealth Financial Planning Proprietary Limited.

DIVIDENDS
In line with the revised dividend policy at time of listing of between 40% and 50% of recurring headline earnings, the board approved and 
declared a final gross dividend of 12.3 cents per share (2017: 10.2 cents per share) from income on 19 April 2018. No provision has been 
included in the financial statements. This follows the interim dividend of 5.7 cents per share (2017: 5.1 cents per share) declared in October 2017, 
which brings the total gross dividend declared for the 2018 financial year to 18.0 cents per share (2017: 15.3 cents per share).

STATED CAPITAL
Details of the authorised and issued stated capital appear in note 11 to the group financial statements. In total, 20.1 million shares were issued 
during the year ended 28 February 2018 (28 February 2017: 43.0 million). The shares issued during the current financial year were to fulfil the 
company’s obligation towards the share options which vested on 14 April 2017, 1 June 2017, 1 July 2017 and 1 August 2017 respectively, as 
well as the various asset-for-share transactions concluded during the financial year. The shares issued during the previous financial year were 
to fulfil the company’s obligation towards the share options which vested on 15 April 2016, 1 June 2016, 1 July 2016 and 1 August 2016 
respectively, as well as the various asset-for-share transactions concluded during the financial year.

Subsidiaries in the group held 24.8 million PSG Konsult shares at 28 February 2018 (28 February 2017: 9.0 million). The shares are held as 
treasury shares. The company has the right to reissue these shares at a later date to meet the obligations under the share incentive schemes or 
deferred bonus schemes.

SUBSIDIARIES AND JOINT VENTURES
Details of the company’s interests in subsidiaries and joint ventures are set out in Annexure B and C respectively. No significant changes in 
shareholding took place during the year.

SEGMENT INFORMATION
Refer to the segment report on pages 150 to 157.
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RELATED PARTIES
Related-party relationships exist between the company, subsidiaries, joint ventures, the PSG Group, company directors and key management. 
Intergroup transactions have been eliminated from the group’s financial statements.

For related-party transactions and key management personnel, refer to note 32 to the group financial statements.

Details of directors’ remuneration and their interest in the company’s shares appear on pages 134 to 136.

COMPANIES ACT
The company has approved an MOI in light of the promulgation of the Companies Act and the Companies Regulations.

SHAREHOLDERS
Details of the group’s shareholders are provided in the shareholder profile section of this report in note 37 to the group financial statements.

DIRECTORS
The directors of the company at the date of this report appear on pages 99 to 100. The following change to the board of directors took place during 
the year:
• Ms ZRP Matsau was appointed as an independent non-executive director with effect from 20 July 2017.

DIRECTORS AND PRESCRIBED OFFICERS’ REMUNERATION
The remuneration committee considers the remuneration of all executive directors and prescribed officers, as well as the fees paid to all  
non-executive directors. Fees payable to directors are recommended by the board to the annual general meeting for approval.

Cash-based remuneration

Audited

Directors’
fees

 R000

Basic 
salary

R000

Bonuses and
performance-

related 
payments

 R000

 Expense
allowances

 R000

Company
contri-

butions
R000

Total
2018

 R000

Total
2017

 R000

Executive
FJ Gouws1, 7 155 4 800 18 800 – 72 23 827  20 721 
MIF Smith8 – 2 304 7 000 96 37 9 437  8 471 

155 7 104 25 800 96 109 33 264  29 192 

Non-executive
W Theron10 1 146 – – – – 1 146  1 133 
J de V du Toit 475 – – – – 475  258 
PJ Mouton2, 3, 9 250 7 681 – – 19 7 950  10 540 
PE Burton4 803 – – – – 803  496 
ZL Combi5 832 – – – – 832  614 
R Stassen 188 – – – – 188  130 
ZRP Matsau6 170 – – – – 170  – 

3 864 7 681 – – 19 11 564  13 171 

4 019 14 785 25 800 96 128 44 828  42 363 

1. Director’s fee of R0.2 million (2017: R0.1 million) paid to PSG Management Services Proprietary Limited as non-executive director of PSG Group Limited.
2. Remuneration paid by a subsidiary of PSG Group Limited.
3. Director’s fee of R0.3 million (2017: R0.4 million) was paid to a subsidiary of PSG Group Limited.
4. Director’s fee of R0.3 million (2017: R0.3 million) paid as non-executive director of PSG Group Limited. R0.1 million (2017: Rnil) was paid as non-executive director of  

PSG Konsult Limited subsidiaries.
5. Director’s fee of R0.2 million (2017: R0.1 million) paid as non-executive director of PSG Group Limited. R0.3 million (2017: R0.2 million) was paid as non-executive director  

of Curro Holdings Limited.
6. Appointed as a director of PSG Konsult Limited with effect from 20 July 2017.
7.  Total performance incentive bonus awarded was R20.0 million (2017: R17.0 million). 70% of bonus awarded, being R14.0 million (2017: R11.9 million), is unconditional and was 

paid in cash in April 2018 and April 2017 respectively. The remaining 30% has been paid to the director, however is conditional on the director remaining in employment and is 
subject to clawback provisions. The conditional portion of the bonus vests as follows: R3.0 million in April 2019 (2017: R2.6 million in April 2018), being 12 months after award 
date, while the remaining R3.0 million (2017: R2.6 million; 2016: R2.3 million) is conditional for 24 months until April 2020 (2017: April 2019; 2016: April 2018).

8.  Total performance incentive bonus awarded was R7.0 million (2017: R 6.0 million), which was paid in cash in April 2018 and April 2017 respectively, as the director has more 
than 10 years’ service in the group (no service conditions attached to release of 30% deferred portion of bonus award).

9. Total salary approved, including company contributions, was R11.0 million. 30% of this is deferred and paid out on a monthly basis during the ensuing year, subject to  
malus/clawback provisions, and the director remaining in PSG Group’s service.

10.  Director’s fee of R0.2 million (2017: R0.3 million) was paid as non-executive director of PSG Konsult Limited subsidiary entities.

REPORT OF THE BOARD OF DIRECTORS
for the year ended 28 February 2018
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The prescribed officers of the group are Messrs FJ Gouws and MIF Smith, both executive directors of the company. Their remuneration is  
detailed on page 134.

Equity-based remuneration
PSG Konsult Limited share options in terms of the PSG Konsult Group Share Incentive Trust

Audited

Number
of share
options

as at
28 Feb 2017

Number of share options  
during year

 Granted Vested

Average
market

price per
share on

vesting 
date

Vesting 
price

per share
Date

granted

Number
of share
options

as at
28 Feb 2018

Executive
FJ Gouws  2 500 000  –  (2 500 000) R8.65 R1.83 1/07/2012  – 

 6 250 000  –  (3 125 000) R8.10 R2.83 1/03/2013  3 125 000 
 4 762 500  –  (1 587 500) R8.10 R5.06 1/03/2014  3 175 000 

 895 186  –  (223 797) R8.10 R7.27 1/04/2015  671 389 
 10 335 579  –  –  – R6.81 1/04/2016  10 335 579 

– 3 156 559 – – R7.59 1/04/2017 3 156 559
 24 743 265 3 156 559  (7 436 297) 20 463 527

MIF Smith  500 000  –  (250 000) R8.10 R2.83 1/03/2013  250 000 
 1 350 000  –  (450 000) R8.10 R5.06 1/03/2014  900 000 

 709 560  –  (177 390) R8.10 R7.27 1/04/2015  532 170 
 2 398 150  –  –  – R6.81 1/04/2016  2 398 150 

– 1 030 108 – – R7.59 1/04/2017 1 030 108
 4 957 710 1 030 108  (877 390) 5 110 428

Non-executive
W Theron  1 500 000  –  (750 000) R8.10 R2.83 1/03/2013  750 000 

 1 500 000  –  (750 000)  750 000 

PSG Group Limited share options in terms of the PSG Group Limited Supplementary Share Incentive Trust

Audited

Number
of share
options

as at
28 Feb 2017

Number of share options  
during year

 Granted Vested

Average
market

price per
share on 

vesting 
date

Vesting 
price

per share
Date

granted

Number
of share
options

as at
28 Feb 2018

Non-executive
PJ Mouton  32 263  – – – R61.50 28/02/2013 32 263

 330 942  – – – R83.23 28/02/2014 330 942
 56 020  – – – R136.84 28/02/2015 56 020
 83 993  – – – R178.29 29/02/2016 83 993
 84 203  –  –  – R237.31 28/02/2017  84 203 

– 113 018 – – R236.13 28/02/2018 113 018
 587 421 113 018 – 700 439
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REPORT OF THE BOARD OF DIRECTORS
for the year ended 28 February 2018

SHAREHOLDING OF DIRECTORS
The shareholding of directors in the company as at 28 February was as follows:

Beneficial Non-beneficial Total shareholding

As at 28 February 2018 (Audited)
Direct

Number
Indirect
Number

Direct
Number

Indirect
Number  Number %

J de V du Toit – – – 6 000 000 6 000 000 0.5
FJ Gouws 23 309 554 35 000 000 – – 58 309 554 4.3
MIF Smith 245 711 – –  2 238 474 2 484 185 0.2
W Theron – – – 23 501 232 23 501 232 1.8
R Stassen – 550 000 – – 550 000 0.0

23 555 265 35 550 000 – 31 739 706 90 844 971 6.8

Beneficial Non-beneficial Total shareholding

As at 28 February 2017 (Audited)
Direct

Number
Indirect
Number

Direct
Number

Indirect
Number  Number %

J de V du Toit  –  –  –  13 800 000  13 800 000 1.0
FJ Gouws  19 297 771  35 000 000  –  –  54 297 771 4.1
MIF Smith  245 711  –  –  2 116 558  2 362 269 0.2
W Theron  –  –  –  23 251 232  23 251 232 1.8
R Stassen  –  500 000 –  –  500 000 0.0

 19 543 482  35 500 000  –  39 167 790  94 211 272 7.1

No changes occurred in the directors’ shareholdings between the end of the financial year and the date of this report.

SECRETARY
The secretary of the company is S Hamit (on behalf of PSG Management Services Proprietary Limited), whose business and postal addresses are:

4th Floor, The Edge PO Box 3335
3 Howick Close  Tyger Valley
Tyger Waterfront Bellville
Tyger Valley  7536
Bellville
7530

INDEPENDENT AUDITOR
PricewaterhouseCoopers Inc. will continue in office in accordance with section 90(1) of the Companies Act.

SPECIAL RESOLUTIONS
The following special resolutions were passed by PSG Konsult Limited during the year under review:
• The company be authorised to remunerate its directors for their services as directors.
• The board of the company be authorised, in terms of section 45(3)(a)(ii) of the Companies Act, to approve any direct or indirect financial 

assistance that the board may deem fit to any director, prescribed officer or company that is related or interrelated to the company on the 
terms and conditions and for amounts that the board of the company may determine.

• The board of the company be authorised, in terms of section 44(3)(a)(ii) of the Companies Act, to approve any direct or indirect financial 
assistance that the board may deem fit to any director, prescribed officer or company that is related or interrelated to the company, for the 
purpose of the subscription of any options or shares issued or to be issued by the company or a related or interrelated company, on the 
terms and conditions and for the amounts that the board of the company may determine.

• The company and/or its subsidiaries be authorised to repurchase its own shares upon such terms as the directors may determine, but subject 
to the provisions of sections 46 and 48 of the Companies Act, and the MOI of the company.

No special resolutions were passed by subsidiaries during the year under review which were material to the group.
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BORROWING POWERS
In terms of the company’s MOI, directors have unlimited borrowing powers (subject to section 45 of the Companies Act); however, FSB approval is 
required for any borrowings within a life insurance company in the group.

CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES
The group had no material capital commitments at 28 February 2018 other than what is disclosed in note 30 to the group financial statements. 
The group is party to legal proceedings in the normal course of business, and appropriate provisions are made when losses are expected to 
materialise.

EVENTS AFTER THE REPORTING DATE
No event material to the understanding of these results has occurred between 28 February 2018 and the date of approval of the annual financial 
statements other than the following:
• Shareholders are referred to PSG Konsult’s SENS announcements made on 26 September 2017 and 12 February 2018, regarding the two 

acquisition agreements with Absa Insurance and Financial Advisers. All conditions precedent were met on the commercial and industrial 
short-term insurance brokerage business acquisition, and the transaction will be effective 1 June 2018. The agreement to acquire the 
remainder of the personal lines short-term insurance face-to-face advisory insurance brokerage business is still in the early stages.

• Subsequent to 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. The cash component payment of approximately R47 million will be funded from existing cash 
resources.

• The group concluded further revenue sharing arrangements (on the same basis as in the 2017 and 2018 financial year) with a number of its 
advisers during March 2018, for a consideration of R24.6 million.
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INDEPENDENT AUDITOR’S REPORT
to the shareholders of PSG Konsult Limited

REPORT ON THE AUDIT OF THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
Our opinion
In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the consolidated and separate financial 
position of PSG Konsult Limited (the company) and its subsidiaries (together the group) as at 28 February 2018, and its consolidated and separate 
financial performance and its consolidated and separate cash flows for the year then ended in accordance with International Financial Reporting 
Standards and the requirements of the Companies Act of South Africa.

What we have audited
PSG Konsult Limited’s consolidated and separate financial statements set out on pages 143 to 274 comprise:
• the consolidated and company statements of financial position as at 28 February 2018;
• the consolidated income statement for the year then ended;
• the consolidated and company statements of comprehensive income for the year then ended;
• the consolidated and company statements of changes in equity for the year then ended;
• the consolidated and company statements of cash flows for the year then ended; and
• the notes to the group and company financial statements, which include a summary of significant accounting policies.

Certain required disclosures have been presented elsewhere in the integrated report, rather than in the notes to the financial statements. These 
are cross-referenced from the consolidated and separate financial statements and are identified as audited.

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

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

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

Our audit approach
Overview

Materiality

Audit scope

Key audit 
matters

Overall group materiality
• R43 400 000, which represents 5% of profit before tax.
Group audit scope
• The three divisions (PSG Wealth, PSG Asset Management and PSG Insure)  

of the group have been included in scope.
• We performed full scope audits on twenty-one of the forty reporting units.
Key audit matters
• Valuation of intangible assets, including goodwill.
• Commission and other fee income.

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the consolidated and separate 
financial statements. In particular, we considered where the directors made subjective judgements; for example, in respect of significant 
accounting estimates that involved making assumptions and considering future events that are inherently uncertain. As in all of our audits, we 
also addressed the risk of management override of internal controls, including among other matters, consideration of whether there was evidence 
of bias that represented a risk of material misstatement due to fraud. 

Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable assurance whether the  
financial statements are free from material misstatement. Misstatements may arise due to fraud or error. They are considered material 
if individually or in aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the 
consolidated financial statements.
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Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall group materiality for the 
consolidated financial statements as a whole as set out in the table below. These, together with qualitative considerations, helped us to determine 
the scope of our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both individually 
and in aggregate on the financial statements as a whole.

Overall group materiality R43 400 000
How we determined it 5% of profit before tax
Rationale for the materiality
benchmark applied

 We chose profit before tax as the benchmark because, in our view, it is the benchmark against which the 
performance of the group is most commonly measured by users, and is a generally accepted benchmark. We chose 
5% which is consistent with quantitative materiality thresholds used for profit-oriented companies in this sector.

How we tailored our group audit scope
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the consolidated financial statements 
as a whole, taking into account the structure of the group, the accounting processes and controls, and the industry in which the group operates.

The group is structured along three divisions, PSG Wealth, PSG Asset Management and PSG Insure, operating across South Africa, Namibia, 
Mauritius, Guernsey and Malta. The three divisions of the group have been included in the scope. The consolidated financial statements are a 
consolidation of forty reporting units, comprising the group’s operating businesses and centralised functions. Based on the relative contribution of 
each of these reporting units to the group’s total profit before tax, we scoped in twelve of these reporting units, and performed full scope audits. 
Furthermore, we included reporting units within our overall scope where such reporting units contributed materially to the total asset value of the 
group. This led to a further nine reporting units being included in our overall scope as full scope audits.

In establishing the overall approach to the group audit, we determined the type of work that needed to be performed by us, as the group 
engagement team, or component auditors from other PwC network firms or other firms operating under our instruction. Where the work was 
performed by component auditors, we determined the level of involvement we needed to have in the audit work at those components to be able 
to conclude whether sufficient appropriate audit evidence had been obtained as a basis for our opinion on the consolidated financial statements 
as a whole. We sent reporting instructions to all component auditors, explaining the scope, overall approach and time frame of the group audit, 
including instructions on the work required on significant areas and the information required to be reported to the group auditor.

As part of our assessment of the work performed by the component auditors, we attended planning and debrief meetings with component 
management at all three divisions of the group. We attended all the group audit committee meetings held during the financial period.

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

Consolidated financial statements
Key audit matter How our audit addressed the key audit matter

Valuation of intangible assets, including goodwill

Refer to pages 252 and 253 (Detailed accounting policies –  
Intangible assets and Impairment of non-financial assets),  
page 149 (Summary of significant accounting policies – 
Critical accounting estimates and judgements in applying 
accounting policies) and pages 158 to 161 (Note 1 to the 
group financial statements – Intangible assets).

An annual impairment assessment for goodwill was performed 
by management (as required by IAS 36). An impairment 
assessment was performed on the customer relationships where 
there was objective evidence of impairment. The customer 
relationships were acquired separately or as part of past business 
combinations that reside within the Insure and Wealth divisions. 

For these identified non-financial assets, a discounted cash 
flow model is used to determine the value-in-use. The annual 
impairment test performed by management was considered 
a matter of most significance to our current year audit due 
to the complexity of the assessment process and significant 
judgements applied by management when determining the 
assumptions included in the discounted cash flows.

As part of our testing performed we inspected that the final impairment 
calculations, including the final assumptions used, were approved by management.

By utilising our valuation expertise, our audit procedures on the discounted cash 
flow model used by management in determining the value-in-use of these assets, 
included, among others:
• Testing the future projected cash flows used in the discounted cash flow 

models to determine whether they are reasonable and supportable given 
the current macroeconomic climate and expected future performance of the 
CGU. This includes benchmarking the revenue growth rate applied against 
third-party and independently established rates. We found that the revenue 
growth rate and projections used by management to be comparable with 
third-party and independently established rates, after allowing for the 
expected future outlook.
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Key audit matter How our audit addressed the key audit matter

For example, recovery of these non-financial assets largely 
depends on the ability to achieve sufficiently profitable 
business in the respective cash-generating units (CGU).  
The performance of financial markets and the general 
economic conditions in the geographical region and division 
within which a particular CGU operates, are determining 
factors in the recoverability of the asset value. Management 
also makes use of assumptions regarding revenue growth 
rates, including the terminal growth rate, and discount rates, 
including the weighted cost of capital.

• Comparing the projected cash flows against historical performance.  
We determined that projected cash flows for the next financial period 
were within an acceptable range of the actual cash flows of the immediate 
past financial period of the particular CGU, after allowing for changes in 
economic assumptions and other relevant variables. 

• Testing the mathematical accuracy of the discounted cash flow model.  
We found the discounted cash flow model to be mathematically accurate.

• Comparing the risk-free rate and discount rates used by management 
in their discounted cash flows (as disclosed in Note 1 to the group 
financial statements) to our internally developed benchmarks. Our internal 
benchmarks were determined using our view of various economic indicators. 
We found that the risk-free rate and discount rates applied by management 
were comparable with our internally developed benchmarks.

We also considered the adequacy of the disclosure in the financial statements of 
the impairment assessment of goodwill and customer relationships. 

Commission and other fee income

Refer to pages 264 and 265 (Detailed accounting policies – 
Revenue recognition) and page 183 (Note 20 to the group 
financial statements – Commission and other fee income).

Commission and other fee income is earned from services 
rendered to clients through a network of PSG Konsult  
financial advisers across South Africa, Namibia and Mauritius.  
The services include investment advice, stockbroking, estate 
planning, fiduciary services, investment management services, 
insurance advice, underwriting and administration of short-
term insurance policies.

Revenue is recognised in the accounting period in which the 
services are rendered with reference to completion of the 
specific transaction. The majority of services are rendered over 
a short duration (for example at a point of time) or relate 
to continual and regular servicing on a continuous basis. 
Settlement is due immediately or by the month-end during 
which the services were rendered. Regular and recurring fees 
billed in advance are recognised on a straight-line basis over 
the service period.

There were a large number of advisers, at the end of the 
current year, providing services to clients, generating total 
commission and other fee revenue of R1 904 million for  
the group.

The completeness of commission and other fee income 
recognised was considered a matter of most significance  
to our current year audit, due to the decentralised nature  
of the advisers’ network, and due to the various types of 
services offered.

We obtained an understanding of the relevant controls implemented over 
revenue recognition. Our controls testing included, among others, testing of 
management’s monthly review and approval of commission and other fees 
reported by the financial advisers.

Our audit procedures included, among others:
• Selecting and obtaining a sample of external confirmations from product 

providers, confirming the commission earned by the group’s advisers for 
services rendered to their clients. We found that the confirmations obtained 
supported the revenue recognised for the selected sample.

• A re-performance of revenue earned based on contractual terms and 
mandates for a sample of transactions, and comparing these to the revenue 
that was recognised. We found that revenue was calculated accurately with 
reference to the contractual terms and mandates for the selected sample.

• Comparing the names of product houses and advisers from whom revenue 
had been earned in the prior year and current year as per the general ledger, 
and obtaining corroborating evidence to support any differences. We found 
that all significant differences were supported by valid reasons such as 
business terminations or transfers.

• With the assistance of our forensics team, we selected a sample of 
individual advisers and performed searches on various online databases  
and corporate registries to determine any directorships, memberships 
or business connections the individuals may have, in order to identify 
conflicting business interests which had not been declared and approved  
by management.

• Performing analytical reasonability testing on a range of business metrics, 
including month-on-month, and year-on-year, fluctuation analysis for 
adviser revenue. We found that fluctuations from our expected values were 
sufficiently explained through corroborating evidence.

INDEPENDENT AUDITOR’S REPORT
to the shareholders of PSG Konsult Limited
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Separate financial statements
We have determined that there are no key audit matters in respect of the separate financial statements.

Other information
The directors are responsible for the other information. The other information comprises the information included in the integrated report for  
the year ended 28 February 2018, which includes the report of the board of directors, the report of the audit committee and the certificate by the 
company secretary, as required by the Companies Act of South Africa. Other information does not include the consolidated and separate financial 
statements and our auditor’s report thereon.

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

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

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

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

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the group and the company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
the directors either intend to liquidate the group and/or the company or to cease operations, or have no realistic alternative but to do so.

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

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism throughout the audit.  
We also:
• Identify and assess the risks of material misstatement of the consolidated and separate financial statements, whether due to fraud or error, 

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

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

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

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

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

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the group to 
express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of the group 
audit. We remain solely responsible for our audit opinion.
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We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and significant audit findings, 
including any significant deficiencies in internal control that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding independence, and to 
communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we report that PricewaterhouseCoopers Inc. 
has been the auditor of PSG Konsult Limited for 19 years.

PricewaterhouseCoopers Inc.
Director: DG Malan
Registered Auditor

Cape Town 
16 May 2018

INDEPENDENT AUDITOR’S REPORT
to the shareholders of PSG Konsult Limited
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as at 28 February 2018

Notes
2018
R000

2017
R000

ASSETS
Intangible assets 1  1 027 805  987 042 
Property and equipment 2  74 286  53 469 
Investment in joint ventures 3  1 094  1 178 
Deferred income tax assets 4  102 091  96 651 
Equity securities 5  2 321 482  2 256 923 
Debt securities 5  2 582 815  2 835 244 
Unit-linked investments 5  42 196 090  37 653 998 
Investment in investment contracts 5  14 798  15 521 
Loans and advances 6  134 202  134 308 
Derivative financial instruments 7  8 854  14 593 
Reinsurance assets 8, 14  80 544  71 966 
Deferred acquisition costs 19  4 820  4 073 
Receivables including insurance receivables 9  1 904 775  1 529 894 
Current income tax assets  39 089  22 608 
Cash and cash equivalents (including money market investments) 10  1 920 626  1 385 542 
Total assets  52 413 371  47 063 010 

EQUITY
Equity attributable to owners of the parent
Stated capital 11  1 908 804  1 749 505 
Treasury shares 11  (192 247)  (59 206) 
Other reserves 12  (386 722)  (399 700) 
Retained earnings  1 175 226  862 689 

 2 505 061  2 153 288 
Non-controlling interest 13  235 654  197 212 
Total equity  2 740 715  2 350 500 

LIABILITIES
Insurance contracts 14  542 709  544 235 
Deferred income tax liabilities 4  18 894  24 089 
Borrowings 15  103 695  37 791 
Derivative financial instruments 7  16 857  17 379 
Investment contracts 16  24 278 949  22 560 598 
Third-party liabilities arising on consolidation of mutual funds 17  22 585 256  19 690 982 
Deferred reinsurance acquisition revenue 19  3 681  3 731 
Trade and other payables 18  2 116 527  1 821 500 
Current income tax liabilities  6 088  12 205 
Total liabilities  49 672 656  44 712 510 

Total equity and liabilities  52 413 371  47 063 010 
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CONSOLIDATED INCOME STATEMENT
for the year ended 28 February 2018

Notes
2018
R000

Restated1

2017
R000

Gross written premium  1 181 333  1 010 058 
Less: Reinsurance written premium  (296 740)  (247 116) 
Net written premium  884 593  762 942 
Change in unearned premium
– Gross  28 477  54 462 
– Reinsurers’ share  (4 033)  (630) 
Net insurance premium revenue  909 037  816 774 
Commission and other fee income 20  2 880 635  2 606 092 
Investment income 21  1 626 852  1 343 786 
Net fair value gains and losses on financial instruments 22  2 053 793  972 866 
Fair value adjustment to investment contract liabilities 16  (1 654 563)  (932 672) 
Fair value adjustment to third-party liabilities 17  (1 722 789)  (1 065 313) 
Other operating income 23  110 675  101 539 
Total income  4 203 640  3 843 072 

Insurance claims and loss adjustment expenses 24  (816 429)  (701 803) 
Insurance claims and loss adjustment expenses recovered from reinsurers 24  187 368 120 620
Net insurance benefits and claims  (629 061)  (581 183) 
Commission paid 25.1  (1 199 447)  (1 111 506) 
Depreciation and amortisation 25.2  (69 725)  (78 995) 
Employee benefit expenses 25.3  (825 668)  (729 157) 
Marketing, administration and other expenses 25.4  (571 842)  (536 936) 
Total expenses  (3 295 743)  (3 037 777) 

Share of profits of associated companies –  32 
Loss on impairment of associated companies –  (35) 
Share of (losses)/profits of joint ventures 3  (84)  2 268 
Total (loss)/profit from associated companies and joint ventures  (84)  2 265 

Profit before finance costs and taxation  907 813  807 560 
Finance costs 26  (38 941)  (72 274) 
Profit before taxation  868 872  735 286 
Taxation 27  (256 221)  (203 416) 
Profit for the year  612 651  531 870 

Attributable to:
Owners of the parent  566 476  486 862 
Non-controlling interest  46 175  45 008 

 612 651  531 870 

Earnings per share
Basic earnings per share (cents) 28  43.0  37.3 
Diluted earnings per share (cents) 28  42.6  36.8 

1 The comparative figures were restated, refer to note 36 for detail of the reclassification and restatement.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 28 February 2018

Note
2018
R000

2017
R000

Profit for the year  612 651  531 870 

Other comprehensive income for the year, net of taxation 27  (1 851)  (14 900) 
To be reclassified to profit and loss:
Currency translation adjustments  (1 851)  (14 900) 

Total comprehensive income for the year  610 800  516 970 

Attributable to:
Owners of the parent  564 625  471 962 
Non-controlling interest  46 175  45 008 

 610 800  516 970 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 28 February 2018

Attributable to equity holders of the group

Stated 
capital

R000

Treasury 
shares

R000

Other 
reserves1

R000

Retained
earnings

R000

Non-
controlling

interest
R000

Total
R000

Balance at 1 March 2016  1 446 604  (13 462)  (394 755)  650 059  157 212  1 845 658 

Comprehensive income
Profit for the year  –  –  –  486 862  45 008  531 870 
Other comprehensive income for the year  –  –  (14 900)  –  –  (14 900) 
Total comprehensive income for the year  –  –  (14 900)  486 862  45 008  516 970 
Transactions with owners  302 901  (45 744)  9 955  (274 232)  (5 008)  (12 128) 
Issue of ordinary shares  302 901  –  –  –  –  302 901 
Share-based payment costs  –  –  28 224  –  –  28 224 
Treasury shares sold  –  203 744  –  –  –  203 744 
Treasury shares purchased  –  (251 822)  –  –  –  (251 822) 
Capital contribution by non-controlling  
interest  –  –  –  –  750  750 
Release of loss from treasury shares to 
retained earnings  –  2 334  –  (2 334)  –  – 
Current tax on equity-settled share-based 
payments  –  –  25 675  –  –  25 675 
Deferred tax on equity-settled share-based 
payments  –  –  (17 015)  –  –  (17 015) 
Loss on issue of shares in terms of share 
scheme  –  –  (118 469)  –  –  (118 469) 
Release of share-based payment reserve to 
retained earnings on vested share options  –  –  80 794  (80 794)  –  – 
Release of revaluation reserve to retained 
earnings on disposal of property  –  –  (702)  1 346  (467)  177 
Release of common control reserve to  
retained earnings  –  –  11 448  (11 448)  –  – 
Dividends paid  –  –  –  (181 002)  (5 291)  (186 293) 

Balance at 28 February 2017  1 749 505  (59 206)  (399 700)  862 689  197 212  2 350 500 

1 Refer to note 12 for detail of the other reserves.
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Attributable to equity holders of the group

Stated 
capital

R000

Treasury 
shares

R000

Other 
reserves1

R000

Retained
earnings

R000

Non-
controlling

interest
R000

Total
R000

Balance at 28 February 2017  1 749 505  (59 206)  (399 700)  862 689  197 212  2 350 500 

Comprehensive income
Profit for the year  –  –  –  566 476  46 175  612 651 
Other comprehensive income for the year  –  –  (1 851)  –  –  (1 851) 
Total comprehensive income for the year  –  –  (1 851)  566 476  46 175  610 800 
Transactions with owners 159 299 (133 041)  14 829  (253 939)  (7 733)  (220 585) 
Issue of ordinary shares  159 299  –  –  –  –  159 299 
Share-based payment costs  –  –  36 079  –  –  36 079 
Treasury shares sold –  172 170  –  –  –  172 170 
Treasury shares purchased –  (298 958)  –  –  –  (298 958) 
Capital contribution by non-controlling 
interest  –  –  –  –  432  432 
Release of profits from treasury shares to  
retained earnings  –  (6 253)  –  6 253  –  – 
Current tax on equity-settled share-based 
payments  –  –  16 404  –  –  16 404 
Deferred tax on equity-settled share-based 
payments  –  –  (5 089)  –  –  (5 089) 
Loss on issue of shares in terms of share 
scheme  –  –  (83 673)  –  –  (83 673) 
Release of share-based payment reserve to 
retained earnings on vested share options  –  –  51 108  (51 108)  –  – 
Dividends paid  –  –  –  (209 084)  (8 165)  (217 249) 

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

1 Refer to note 12 for detail of the other reserves.
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 28 February 2018

Notes
2018
R000

Restated2

2017
R000

Cash flows from operating activities
Cash utilised in operations1 33.1  (487 401)  (727 577)
Interest income  1 203 376  961 504 
Dividend income  423 476  381 849 
Finance costs  (23 105)  (28 521)
Taxation paid 33.2  (276 860)  (364 747)
Operating cash flows before policyholder cash movement  839 486  222 508 
Policyholder cash movement  (13 238)  (100 652)
Net cash flow from operating activities  826 248  121 856 

Cash flows from investing activities
Acquisition of subsidiaries (including collective investment schemes) 33.4  –  30 916 
Repayment of loans by associated companies  –  103 
Acquisition of intangible assets  (68 497)  (28 069)
Proceeds from disposal of intangible assets  929  5 841 
Proceeds from disposal of property and equipment  659  909 
Proceeds from disposal of investment property 33.6  –  7 445 
Proceeds from disposal of non-current assets held for sale 33.5  –  38 948 
Proceeds from disposal of associated companies  –  100 
Purchases of property and equipment  (45 321)  (23 428)
Loans advanced to joint ventures  (728)  (190)
Net cash flow from investing activities  (112 958)  32 575 

Cash flows from financing activities
Dividends paid to equity holders of the group  (209 084)  (181 002)
Dividends paid to non-controlling interest  (8 165)  (5 291)
Capital contribution by non-controlling interest (ordinary shares)  432  750 
Advance of borrowings 33.3  100 000  – 
Repayments of borrowings 33.3  (3 612)  (4 822)
Holding company’s treasury shares sold by subsidiary  172 170  203 744 
Purchase of holding company’s treasury shares  (298 958)  (251 822)
Shares issued 11  70 339  81 959 
Net cash flow from financing activities  (176 878)  (156 484)

Net increase/(decrease) in cash and cash equivalents  536 412  (2 053)
Cash and cash equivalents at beginning of the year  1 385 542  1 395 952 
Exchange losses on cash and cash equivalents  (1 328)  (8 357)
Cash and cash equivalents at end of the year 33.8  1 920 626  1 385 542 

1 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.  
A timing difference occurs at month-end where 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 page 157 for the impact of the client-related balances on the cash utilised in operations.

2 The comparative figures were restated, refer to note 36 for detail of the reclassification and restatement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
for the year ended 28 February 2018

The principal accounting policies applied in the preparation of these group and company financial statements are set out in Annexure A.  
The accounting policies applied are in terms of IFRS and are consistent with those applied in the previous annual financial statements, except  
for the mandatory adoption of minor amendments to IFRS, which are effective for years commencing 1 March 2017. These changes have not 
resulted in any material impacts on the group’s 2018 reported results, comparative periods or disclosures. These policies have been consistently 
applied to all the years presented, unless otherwise stated.

1. BASIS OF PREPARATION
The group and company financial statements of PSG Konsult Limited have been prepared in accordance with the JSE Listings Requirements 
and the requirements of the Companies Act, as amended. The JSE Listings Requirements require annual financial statements to be prepared  
in accordance with the framework concepts and the recognition and measurement requirements of IFRS, as defined by IAS 1; the 
IFRIC interpretations; the SAICA Financial Reporting Guides, as issued by the Accounting Practices Committee; the Financial Reporting 
Pronouncements, as issued by the Financial Reporting Standards Council, and the manner required by the Companies Act. A few 
enhancements were made to the group financial statements; refer to note 36 for further details.

The financial statements have been prepared under the historical cost convention, as modified by the revaluation of ‘available-for-sale’ 
financial assets, financial assets and financial liabilities (including derivative financial instruments) classified as ‘at fair value through profit  
or loss’, long-term insurance contract liabilities that are measured in terms of the FSV basis as set out in SAP 104 – Calculation of the value 
of assets, liabilities and capital adequacy requirements of long-term insurers, short-term insurance contract liabilities that are measured  
in terms of the basis set out in APN 401, and investment in joint ventures using the equity method of accounting. 

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires 
management to exercise its judgement in the process of applying the group’s accounting policies. The areas involving a higher degree of 
judgement or complexity, or areas where assumptions and estimates are significant to the consolidated and separate financial statements, 
are disclosed below.

The group early adopted the amendments to IFRS 2.

2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
The group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. 
Estimates and judgements are continually evaluated and based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances.

2.1 Intangible assets
Useful lives of customer relationships
Intangible assets (excluding goodwill) are amortised over their estimated useful lives. The amortisation method used best reflects the 
pattern in which the asset’s future economic benefits are consumed by the group.

The useful life of key customer relationships is estimated based on the cancellation experience of the existing business/revenue stream and 
the useful life of customer relationships of other players in the market.

No business combinations occurred during the 2018 financial year which resulted in the recognition of customer relationships. For the 
key customer relationships recognised during the 2017 financial year as part of a business combination, a useful life of 20 years and 
an average cancellation rate of 20% were assumed. A maximum useful life of 20 years was used for the other customer relationships 
recognised during the 2018 financial year (2017: maximum useful life of 20 years).

Refer to the intangible asset accounting policy in Annexure A and note 1 for further detail.

Estimated impairment
Goodwill is allocated to CGUs for the purpose of impairment testing. The group tests annually whether goodwill has suffered any 
impairment, in accordance with the accounting policy on goodwill. The recoverable amounts of CGUs have been determined by 
applying a price-earnings ratio as an approximation of the fair value less costs of disposal. The range of price-earnings ratios used 
varied from 5.0 to 7.5 (2017: 5.0 to 7.5). Alternatively, a value-in-use calculation is performed when considered necessary.

Customer relationships are evaluated for indicators of impairment using the most recent price-earnings ratios for similar transactions  
in the market. The range of price-earnings ratios used varied from 5.0 to 7.5 (2017: 5.0 to 7.5). When these impairment tests  
indicated that the assets may need to be impaired, management assessed the recoverable amount of the CGUs based on  
value-in-use calculations.

Refer to note 1 for further detail.
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SEGMENT REPORTING
for the year ended 28 February 2018

The composition of the reportable segments represents the internal reporting structure and the monthly reporting to the CODM. The CODM, 
for the purpose of IFRS 8 – Operating segments, has been identified as the chief executive officer, supported by the group 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.

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 process of selecting 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.

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 that 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.
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2. HEADLINE EARNINGS PER REPORTABLE SEGMENT

Headline earnings
Wealth

R000

Asset 
Management

R000
Insure

R000
Total
R000

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

For the year ended 28 February 2017
Headline earnings1  287 345  130 245  68 849  486 439 
– recurring  287 345  130 245  68 849  486 439 
– non-recurring  –  –  –  – 

1  Headline earnings, calculated in terms of the requirements stipulated in Circular 2/2015 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 once-off gains and losses and the resulting tax charge on these items.

3. INCOME PER REPORTABLE SEGMENT

For the year ended 28 February 2018
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) 

For the year ended 28 February 2017 
(Restated)

Wealth1

R000

Asset 
Management

R000
Insure

R000
Total1

R000

Total IFRS reported income  2 014 817  445 598  1 382 657  3 843 072 

Linked investment business and other income  (53 701)  –  –  (53 701) 

Total core income  1 961 116  445 598  1 382 657  3 789 371 

Total segment income  2 669 900  721 631  1 429 318  4 820 849 
Intersegment income  (708 784)  (276 033)  (46 661)  (1 031 478) 

1  Comparative figures have been restated to include the fair value adjustment to third-party liabilities, which arises as a result of the consolidation of the collective 
investments schemes, as part of both the total IFRS reported income and the linked investment business and other income. The reclassification has no impact on total core 
income. Refer to note 36 for the detail of the reclassification.

Intersegment income and expenses consist of fees charged at market-related rates. The group accounts for intersegment income and 
expenses by eliminating these transactions to only reflect transactions with third parties. Intersegment income is eliminated by deducting  
it from total segment income to reflect income generated by segment from external customers.

The group mainly operates in the Republic of South Africa, with 92.9% (2017: 91.2%) of the total income from external customers (total 
IFRS reported income) generated in the Republic of South Africa.

Given the nature of the operations, there is no single external customer that provides 10% or more of the group’s income (2017: none).
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4. DIVISIONAL INCOME STATEMENT
The profit or loss information follows a similar format to the consolidated income statement. The divisional income statement reflects the 
core business operations of the group.

For the year ended 28 February 2018
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 

For the year ended 28 February 2017
 Wealth

R000

Asset 
Management

R000
Insure

R000
 Total
R000

Total income  1 961 116  445 598  1 382 657  3 789 371 
Total expenses  (1 525 929)  (274 537)  (1 243 664)  (3 044 130)

 435 187  171 061  138 993  745 241 
Total profit from associated companies and  
joint ventures  –  –  2 265  2 265 
Profit before finance costs and taxation  435 187  171 061  141 258  747 506 
Finance costs1  (26 856)  (336)  (1 329)  (28 521)
Profit before taxation  408 331 170 725 139 929  718 985 
Taxation  (114 800)  (40 487)  (31 828)  (187 115)
Profit for the year  293 531 130 238 108 101  531 870 

Attributable to:
Owners of the parent  286 244 130 238  70 380  486 862 
Non-controlling interest  7 287 –  37 721  45 008 

 293 531 130 238  108 101  531 870 

Headline and recurring headline earnings 287 345 130 245 68 849 486 439

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 (2017: R26.9 million) consist of R8.0 million (2017: R15.3 million) on the loan funding, with the remaining portion of the finance charge on the  
CFD margin and the bank overdrafts.

SEGMENT REPORTING
for the year ended 28 February 2018
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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 28 February 2018

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 investments)  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.
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5. STATEMENT OF FINANCIAL POSITION (CLIENT VS OWN) (continued)

As at 28 February 2017

Total IFRS
reported

R000

Own
balances

R000

Client-related 
balances

R000

ASSETS
Equity securities  2 256 923  10 952  2 245 971 
Debt securities  2 835 244  86 581  2 748 663 
Unit-linked investments  37 653 998  561 171  37 092 827 
Investment in investment contracts  15 521  –  15 521 
Receivables including insurance receivables  1 529 894  251 861  1 278 033 
Derivative financial instruments  14 593  –  14 593 
Cash and cash equivalents (including money market investments)  1 385 542  1 282 119  103 423 
Other assets1  1 371 295  1 371 295  – 
Total assets  47 063 010  3 563 979  43 499 031 

EQUITY
Equity attributable to owners of the parent  2 153 288  2 153 288  – 
Non-controlling interest  197 212  197 212  – 
Total equity  2 350 500  2 350 500  – 

LIABILITIES
Borrowings  37 791  5 989  31 802 
Investment contracts  22 560 598  –  22 560 598 
Third-party liabilities arising on consolidation of mutual funds  19 690 982  –  19 690 982 
Derivative financial instruments  17 379  –  17 379 
Trade and other payables  1 821 500  623 230  1 198 270 
Other liabilities2  584 260  584 260  – 
Total liabilities  44 712 510  1 213 479  43 499 031 

Total equity and liabilities  47 063 010  3 563 979  43 499 031 

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 Other liabilities consist of deferred reinsurance acquisition revenue, current and deferred income tax liabilities and insurance contracts.

SEGMENT REPORTING
for the year ended 28 February 2018
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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 of the group.

For the year ended 28 February 2018

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 income 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.
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6. INCOME STATEMENT (CLIENT VS OWN) (continued)

For the year ended 28 February 2017 (Restated)

Total IFRS
reported

R000

Core
business

R000

Linked 
investment 

business 
and other

R000

Commission and other fee income3, 5  2 606 092  2 759 560 (153 468)
Investment income5  1 343 786  164 069  1 179 717 
Net fair value gains and losses on financial instruments  972 866  16 359  956 507 
Fair value adjustment to investment contract liabilities  (932 672)  –  (932 672) 
Fair value adjustment to third-party liabilities4  (1 065 313)  –  (1 065 313) 
Other1, 3  918 313  849 383  68 930 
Total income  3 843 072  3 789 371  53 701 

Insurance claims and loss adjustment expenses  (701 803)  (700 589)  (1 214) 
Other2, 3  (2 335 974)  (2 343 541)  7 567 
Total expenses  (3 037 777)  (3 044 130)  6 353 

Total profit from associated companies and joint ventures  2 265  2 265  – 
Profit before finance costs and taxation  807 560  747 506  60 054 
Finance costs  (72 274)  (28 521)  (43 753) 
Profit before taxation  735 286  718 985  16 301 
Taxation  (203 416)  (187 115)  (16 301) 
Profit for the year  531 870  531 870  – 

Attributable to:
Owners of the parent  486 862  486 862  – 
Non-controlling interest  45 008  45 008  – 

 531 870  531 870  – 

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 Comparative figures have been restated to include the fair value adjustment to third-party liabilities, which arises as a result of the consolidation of the collective 

investments schemes, as part of both the total IFRS reported income and the linked investment business and other income. The reclassification has no impact on the core 
income statement. Refer to note 36 for the detail of the reclassification.

5 Fees received by PSG Securities Limited from the JSE, which were previously disclosed under investment income, have now been shown as commission and other fee income 
on the core income statement in order to more correctly reflect the nature of these fees. Refer to note 36 for the detail of the restatement.

SEGMENT REPORTING
for the year ended 28 February 2018
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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 year ended 28 February 2018

Total IFRS 
reported

R000

Own
balances

R000

Client-related 
balances

R000

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

Cash flow 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.

For the year ended 28 February 2017 (Restated)

Total IFRS 
reported

R000

Own
balances

R000

Client-related 
balances

R000

Cash flow from operating activities  121 856  331 652  (209 796) 
Cash (utilised in)/generated by operations3  (727 577)  511 487  (1 239 064) 
Interest income3  961 504  156 404  805 100 
Dividend income  381 849  7 316  374 533 
Finance costs  (28 521)  (28 521)  – 
Taxation paid1  (364 747)  (315 034)  (49 713) 
Policyholder cash movement  (100 652)  –  (100 652) 

Cash flow from investing activities  32 575  190  32 385 
Acquisition of subsidiaries (including collective investment schemes)  30 916  (1 469)  32 385 
Other2  1 659  1 659  – 

Cash flow from financing activities  (156 484)  (156 484)  – 

Net (decrease)/increase in cash and cash equivalents  (2 053)  175 358  (177 411) 
Cash and cash equivalents at beginning of the year  1 395 952  1 115 118  280 834 
Exchange losses on cash and cash equivalents  (8 357)  (8 357)  – 
Cash and cash equivalents at end of the year  1 385 542  1 282 119  103 423 

1 The taxation paid relating to own balances includes R114.3 million which was paid to settle the PSG Life tax matter in March 2016.
2 Other consists of cash flows relating to the acquisition of intangible assets, purchases of property and equipment, proceeds from disposal of non-current assets held for 

sale, proceeds from disposal of investment property, proceeds from disposal of intangible assets and other.
3 The fees received by PSG Securities Limited from the JSE, which were previously disclosed under investment income, have now been shown as commission and other fee 

income, which impacts the cash (utilised in)/generated by operations. This related to own balances, however, had no impact on the total cash flows from operating activities. 
Refer to note 36 for the detail of the restatement.
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NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018

1. INTANGIBLE ASSETS

 Trademarks
R000

Goodwill
R000

Deferred
acquisition

costs
R000

 Customer
relationships

R000

Other
intangibles

R000
 Total
R000

As at 28 February 2018
Cost  9 989  479 685  23 189 891 169 53 770  1 457 802 
Accumulated amortisation and impairment  (9 989)  (89 586)  (7 445)  (270 843)  (52 134)  (429 997)
Balance at end of the year –  390 099  15 744 620 326 1 636  1 027 805 

Reconciliation
Balance at beginning of the year  –  390 099  13 881  582 461  601  987 042 
Additions  –  –  2 671  82 367  2 211  87 249 
Disposals  –  –  –  (869)  (37)  (906)
Amortisation  –  –  (808)  (43 633)  (1 139)  (45 580)
Balance at end of the year  –  390 099  15 744  620 326  1 636  1 027 805 

As at 28 February 2017
Cost  9 989  479 685  20 518  809 365  51 801  1 371 358 
Accumulated amortisation and impairment  (9 989)  (89 586)  (6 637)  (226 904)  (51 200)  (384 316)
Balance at end of the year  –  390 099  13 881  582 461  601  987 042 

Reconciliation
Balance at beginning of the year  –  391 433  11 528  468 169  11 485  882 615 
Additions  –  –  3 952  158 954  188  163 094 
Disposals  –  (2 715)  –  (2 492)  –  (5 207)
Acquisition of subsidiaries  
(refer to note 33.4)  –  1 381  –  629  –  2 010 
Amortisation – –  (1 599)  (42 799)  (11 072)  (55 470)
Balance at end of the year  –  390 099  13 881  582 461  601  987 042 

Included in other intangibles is computer software to the value of R1.5 million (2017: R0.3 million).
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1. INTANGIBLE ASSETS (continued)
Customer relationships
The cash-generating unit (CGU) groups to which the customer relationships balance relates is as follows:

CGU group Reportable segment
2018
R000

2017
R000

Wealth distribution PSG Wealth  354 038  302 351 
Mauritius PSG Wealth  3 212  3 393 
Products and platform PSG Wealth  82 510  88 695 
Securities PSG Wealth  11 406  13 918 
Asset management PSG Asset Management  2 196  2 702 
Short-term distribution PSG Insure  123 491  123 843 
Short-term administration PSG Insure  25 484  28 153 
Short-term licence business PSG Insure  17 989  19 406 

 620 326  582 461 

Included in customer relationships are the following material individual CGUs and their respective remaining amortisation period:

Remaining amortisation period Carrying value

Individual CGU CGU group 2018 2017
2018
R000

2017
R000

Wealth adviser office (no.4) Wealth products and 
platform

13 years 14 years  78 842  84 907 

Wealth adviser office (no.1) Wealth distribution 16 years 17 years  43 603  46 329 
Wealth adviser office (no.2) Wealth distribution 16 years 17 years  32 252  34 268 
Multinet Makelaars Short-term distribution 8 years and 

1 month
9 years and 

1 month
 31 977  35 913 

Wealth adviser office (no.5) Wealth distribution 19 years and 
10 months

–  15 371 –

Wealth adviser office (no.3) Wealth distribution 18 years and 
3 months

19 years and 
3 months

 14 875  15 690 

Diagonal Street Financial  
Services

Short-term distribution,
Short-term administration

12 years and 
6 months

13 years and 
6 months

 14 732  15 911

Tlotlisa Securities (T-Sec) Wealth distribution, 
Securities

11 years and 
2 months

12 years and 
2 months

 13 400  14 600

Multifund Short-term distribution,
Short-term administration

12 years 13 years  11 015  12 116 

PSG Short-Term  
Administration 

Short-term administration 8 years and 
2 months

9 years and 
2 months

 10 959  12 298

Insurance Solutions Short-term licence 
business

12 years 13 years  10 560  11 440 

 277 586  283 472 

The above-mentioned individual customer relationships relate to the original acquisitions of the respective books of business and/or entities 
and now form part of a larger CGU group.

Customer relationships are amortised over a maximum period of 20 years, which represents management’s best estimate of the period over 
which economic benefits are expected to be derived. This estimate is based on the cancellation experience of the existing business/revenue 
stream and the useful life of customer relationships of other players in the market.
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1. INTANGIBLE ASSETS (continued)
Customer relationships (continued)
The amortisation charge on the customer relationships for the year ending 28 February 2018 was R43.6 million (2017: R42.8 million). 
The amortisation charge is sensitive to the rate of attrition of the client base which impacts management’s useful life assessment, which is 
illustrated in the table below:

Assumptions
Scenario 1

Years
Scenario 2

Years

Scenario 1
Amortisation

charge on
customer

relationships
would have

increased to
R000

Scenario 2
Amortisation

charge on
customer

relationships
would have

increased to
R000

28 February 2018
Amortisation period 15 10 58 243 87 365

28 February 2017
Amortisation period 15 10 51 673 77 469

Goodwill
The CGU groups to which the goodwill balance relates are as follows:

CGU group Reportable segment
2018
R000

2017
R000

Wealth distribution PSG Wealth  122 426  121 606 
Mauritius PSG Wealth  4 434  4 434 
Wealth products and platform PSG Wealth  18 728  18 728 
Securities PSG Wealth  23 683  24 503 
Asset management PSG Asset Management  8 719  8 719 
Short-term distribution PSG Insure  130 456  130 456 
Short-term administration PSG Insure  7 458  7 458 
Short-term licence business PSG Insure  74 195  74 195 

 390 099  390 099 

For impairment testing purposes, goodwill is allocated to CGUs at the lowest level of operating activity to which it relates. The wealth 
distribution and short-term distribution CGU groups are assessed at an individual adviser office level. The following are the material offices 
to which goodwill was allocated:

Individual CGU CGU group
2018
R000

2017
R000

100% offices Short-term distribution  101 890 101 890 
Advance Wealth Management Wealth distribution  50 310 50 310 
Tlotlisa Securities (T-Sec) Wealth distribution, Securities  23 793 23 793 
Wealth adviser office (no.5) Wealth distribution  9 466 9 466 
Insure adviser office (no.1) Short-term distribution  9 047 9 047 
Wealth adviser office (no.2) Wealth distribution  7 457 7 457 
Insure adviser office (no.2) Short-term distribution  6 574 6 574 

208 537 208 537
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1. INTANGIBLE ASSETS (continued)
Impairment assessment
When goodwill is evaluated for impairment on an annual basis, the carrying value is assessed on a PE ratio basis whereby the PE ratio is 
multiplied by the current year earnings of the CGU to which the goodwill was allocated. PE ratios used by management are determined with 
reference to similar listed companies, as well as recent transactions that occurred within the PSG Konsult Group. The range of PE ratios used 
varied from 5.0 to 7.5 (2017: 5.0 to 7.5).

Customer relationships were evaluated for indicators of impairment using the most recent PE ratios for similar transactions in the market. 
The range of PE ratios used varied from 5.0 to 7.5 (2017: 5.0 to 7.5).

Where the impairment tests described above indicated that the intangible assets may need to be impaired, management assessed the 
recoverable amount of the CGUs based on value-in-use calculations of the various CGUs. These calculations use cash flow projections based 
on financial budgets approved by management covering no longer than a five-year planning period. Where appropriate, cash flows were 
extrapolated into perpetuity by using a terminal growth rate model.

A key input used in the models to determine the value-in-use of the CGUs is the pre-tax discount rate applied to management’s forecast cash 
flows, which reflects the current market assessments of the time value of money and the risk specific to the CGU. The assumptions have been 
disclosed below:

2018
%

2017
%

Risk-free rate (2018: R209; 2017: R209) 8.9 9.5
Tax rate 28.0 28.0
Growth rate 3.0 3.0
Terminal growth rate 3.0 3.0
Discount rate 18.3 18.9

Management’s assessment takes into account the current economic conditions prevalent in South Africa. Refer to page 32 for  
further detail. 

For those CGU groups where a value-in-use calculation was performed, a sensitivity analysis was performed on the calculated value. If the 
discount rate increases by 10% the value-in-use would decrease on average by 11% (2017: 9%). Should the discount rate decrease by 
10% the value-in-use would increase on average by 14% (2017: 11%). These sensitivities and other relevant factors were considered in 
management’s determination that no intangible assets need to be impaired (2017: Rnil).
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2. PROPERTY AND EQUIPMENT

Motor
Vehicles

R000

Office 
equipment

R000

Computer
equipment

R000
Total
R000

As at 28 February 2018
Cost  1 595  93 337  95 700  190 632 
Accumulated depreciation and impairment  (897)  (55 864)  (59 585)  (116 346)
Balance at end of the year  698  37 473  36 115  74 286 

Reconciliation
Balance at beginning of the year  306  33 678  19 485  53 469 
Additions  502  14 090  30 729  45 321 
Disposals  (3)  (3)  (342)  (348)
Depreciation  (107)  (10 290)  (13 748)  (24 145)
Exchange differences –  (2)  (9)  (11)
Balance at end of the year  698  37 473  36 115  74 286 

As at 28 February 2017
Cost  1 106  82 285  86 025  169 416 
Accumulated depreciation and impairment  (800)  (48 607)  (66 540) (115 947)
Balance at end of the year  306  33 678  19 485  53 469 

Reconciliation
Balance at beginning of the year 185 32 667 21 327 54 179
Additions  180  10 715  12 533  23 428 
Disposals  –  (248)  (279)  (527)
Depreciation  (59)  (9 415)  (14 051)  (23 525)
Acquisition of subsidiaries (refer to note 33.4)  –  –  8  8 
Exchange differences  –  (41)  (53)  (94)
Balance at end of the year  306  33 678  19 485  53 469 

Depreciation expense of R24.1 million (2017: R23.5 million) has been charged as part of depreciation and amortisation as disclosed in  
note 25.2.

Included in computer equipment for the 2017 financial year were assets held under finance leases (refer to note 15):

2017
R000

Cost  15 305 
Accumulated depreciation and impairment  (11 798)
Balance at end of the year  3 507 
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3. INVESTMENT IN JOINT VENTURES

2018
R000

2017
R000

Unlisted ordinary share investments  1 094  1 178 

Reconciliation
Balance at beginning of the year  1 178  16 223 
Share of (losses)/profits after taxation  (84)  2 268 
Movement in investment value

Dividends received –  (17 313)
Balance at end of the year  1 094  1 178 

Carrying value
Shares at cost  8 524  8 524 
Share of profits and reserves since acquisition  9 883  9 967 
Dividends received  (17 313)  (17 313)
Balance at end of the year  1 094  1 178 

Loan granted to joint venture1  4 516  3 788 
Jan Jonker Property Investment Trust
Unsecured loan bearing interest at Namibian prime rate plus 2% with no repayment terms  4 516  3 788 

1 The loan granted to the joint venture is recoverable on demand and is included under note 9 (Receivables including insurance receivables).

PSG Konsult Limited obtained the investment in Jan Jonker Property Investment Trust through the acquisition of the subsidiary,  
Western Group Holdings Limited, on 1 November 2012.

Refer to Annexure C for further information regarding the joint venture.
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4. DEFERRED INCOME TAX

2018
R000

2017
R000

Analysis of the net deferred income tax balance1:
Deferred income tax assets  102 091  96 651 
Deferred income tax liabilities  (18 894)  (24 089)
Net deferred income tax assets  83 197  72 562 

Deferred income tax assets
To be recovered within 12 months  81 282  61 495 
To be recovered after 12 months  20 809  35 156 

 102 091  96 651 

Deferred income tax liabilities
To be recovered within 12 months2  24 284  17 284 
To be recovered after 12 months  (43 178)  (41 373)

(18 894)  (24 089)

1 Calculated on a net basis per subsidiary company, assuming that a company either has a deferred income tax asset  
or liability.

2 Two subsidiary companies in the group reported a net deferred income tax liability at 28 February 2018  
(28 February 2017: two), with a debit balance for the current portion of the deferred income tax liability.  
This represents a current deferred income tax asset that exceeds the current deferred income tax liability and  
a non-current deferred income tax liability that exceeds the non-current deferred income tax asset.

The gross movement of the deferred income tax is as follows:
Balance at beginning of the year  72 562  45 320 
Other movements 1 307  (4 606)
Acquisition of subsidiaries (refer to note 33.4) –  (176)
Tax debit to equity (5 089)  (16 838)
Credit to profit and loss 14 417  48 862 
Balance at end of the year 83 197  72 562 

The gross movement in the deferred income tax assets and liabilities during the year per category is as follows3:

Deferred income tax assets

Deferred
revenue

R000
Provisions

R000

Tax losses
carried

forward
R000

Accruals not
currently

deductible
and other

differences
R000

Total
R000

Carrying value at 1 March 2016  3 436  76 128  15 096  69 480  164 140 
Credit/(charge) to profit or loss  520  16 008  (1 394)  24 929  40 063 
Charge to equity  –  (17 015)  –  –  (17 015) 
Other movements4  –  (2 657)  (991)  (958)  (4 606) 
Carrying value at 28 February 2017  3 956  72 464  12 711  93 451  182 582 
Credit/(charge) to profit or loss 482 7 376 (2 830) (24 070) (19 042)
Charge to equity – (5 089) – – (5 089)
Other movements4 – 1 414 101 (208) 1 307 
Carrying value at 28 February 2018 4 438 76 165 9 982 69 173 159 758

3 The movement schedule shows the deferred tax on a gross basis, i.e. breaks the respective entities’ net deferred income tax asset/liability into the various categories.
4 The other movements mainly relate to the deferred tax impact of the exchange differences on the conversion of the group’s foreign subsidiaries.
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4. DEFERRED INCOME TAX (continued)

Deferred income tax liabilities

Deferred
acquisition 

cost
R000

Prepaid 
expenses

R000

 Unrealised
appreciation

of 
investments

R000

Other 
intangible

assets
R000

 Foreign 
exchange
and other 

R000
Total
R000

Carrying value at 1 March 2016  (3 228)  (1 961)  (33 845)  (58 092)  (21 694)  (118 820) 
(Charge)/credit to profit or loss  (659)  748  19 859  4 534  (15 683)  8 799 
Credit to equity  –  –  –  –  177  177 
Acquisition of subsidiaries  
(refer to note 33.4)  –  –  –  (176)  –  (176) 
Carrying value at 28 February 2017  (3 887)  (1 213)  (13 986)  (53 734)  (37 200)  (110 020) 
(Charge)/credit to profit or loss (521) (1 446) 3 733 (381) 32 074 33 459
Carrying value at 28 February 2018 (4 408) (2 659) (10 253) (54 115) (5 126) (76 561)

2018
R000

2017
R000

Total accumulated losses available for which no deferred income tax asset has been raised  1 575  1 463 

Creation of deferred tax assets and recognition of deferred tax liabilities
The deferred income tax assets and liabilities were calculated in full on all temporary differences under the liability method using an effective 
tax rate of 28% (2017: 28%) in South Africa and the official tax rates in the foreign subsidiaries where applicable. 

The recoverability of the deferred income tax assets was assessed as set out in the accounting policies in Annexure A. Deferred income tax 
assets are recognised for tax losses carried forward to the extent that the realisation of the related tax benefit through the future taxable 
profits is possible.

The deferred income tax asset of R10.0 million (2017: R12.7 million) raised due to tax losses relates to subsidiaries that have suffered a loss 
in either the current or preceding year. Based on approved budgets prepared by management of these subsidiaries, the group considers it 
probable that the deferred income tax asset will be used against future taxable profits.
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5. FINANCIAL INSTRUMENTS

2018 2017

Instrument per category

Fair value
through profit

or loss
R000

Held-to-
maturity

R000

Fair value
through profit

or loss
R000

Held-to-
maturity

R000

Equity securities  2 321 482 –  2 256 923  – 
Debt securities  2 422 886  159 929  2 691 152  144 092 
Unit-linked investments  42 196 090 –  37 653 998  – 
Investment in investment contracts  14 798 –  15 521  – 

 46 955 256  159 929  42 617 594  144 092 

EQUITY SECURITIES

Reconciliation

Fair value
through profit

or loss
R000

Available-for-
sale

R000
Total
R000

Carrying value at 1 March 2016  1 747 461  240  1 747 701 
Additions  934 159  –  934 159 
Acquisition of subsidiaries (refer to note 33.4)  137  –  137 
Disposals  (423 453)  (240)  (423 693)
Unrealised fair value net losses  (78 626)  –  (78 626)
Exchange differences  7 902  –  7 902 
Realised gains  17 721  –  17 721 
Dividends and interest reinvested  51 622  –  51 622 
Carrying value at 28 February 2017  2 256 923  –  2 256 923 
Additions  697 706  –  697 706 
Disposals  (740 291)  –  (740 291)
Unrealised fair value net gains  45 038  –  45 038 
Exchange differences  (309)  –  (309)
Realised gains  12 976  –  12 976 
Dividends and interest reinvested  49 439  –  49 439 
Carrying value at 28 February 2018  2 321 482  –  2 321 482 

2018
R000

2017
R000

Direct investments
Consolidated collective investment schemes  111 617  91 117 
Own balances  17 279  10 952 

Investments linked to investment contracts  2 192 586  2 154 854 
 2 321 482  2 256 923 

Current portion  355 104  233 544 
Non-current portion  1 966 378  2 023 379 

 2 321 482  2 256 923 



167INTEGRATED REPORT 2018

GROUP FINANCIAL STATEMENTS

5. FINANCIAL INSTRUMENTS (continued)
DEBT SECURITIES

Reconciliation

Fair value
through profit

 or loss
R000

Held-to-
maturity

R000
Total
R000

Carrying value at 1 March 2016  2 267 123  321 442  2 588 565 
Additions  2 092 779  14 118  2 106 897 
Disposals  (1 265 874)  –  (1 265 874)
Maturities  (621 395)  (230 759)  (852 154)
Unrealised fair value net gains  4 378  –  4 378 
Impairment  –  (3 297)  (3 297)
Realised gains  8 778  –  8 778 
Interest and dividends reinvested  205 363  –  205 363 
Finance income  –  42 588  42 588 
Carrying value at 28 February 2017  2 691 152  144 092  2 835 244 
Additions  4 228 942  –  4 228 942 
Disposals  (4 397 388)  –  (4 397 388)
Maturities  (369 154)  –  (369 154)
Unrealised fair value net gains  14 952  –  14 952 
Realised gains  13 587  –  13 587 
Interest and dividends reinvested  240 795  –  240 795 
Finance income  –  15 837  15 837 
Carrying value at 28 February 2018  2 422 886  159 929  2 582 815 

2018
R000

2017
R000

Direct investments
Consolidated collective investment schemes  2 048 290  2 305 352 
Own balances  50 974  86 581 

Investments linked to investment contracts  483 551  443 311 
 2 582 815  2 835 244 

Current portion  1 130 277  1 198 605 
Non-current portion  1 452 538  1 636 639 

 2 582 815  2 835 244 
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5. FINANCIAL INSTRUMENTS (continued)
UNIT-LINKED INVESTMENTS

Reconciliation

Fair value
through profit

 or loss
R000

Total
R000

Carrying value at 1 March 2016  29 695 283  29 695 283 
Additions  9 800 372  9 800 372 
Acquisition of subsidiaries (refer to note 33.4)  3 958 914  3 958 914 
Disposals  (7 694 448)  (7 694 448)
Exchange differences  5 608  5 608 
Unrealised fair value net gains  362 661  362 661 
Realised gains  623 202  623 202 
Interest and dividends reinvested  902 406  902 406 
Carrying value at 28 February 2017  37 653 998  37 653 998 
Additions  9 063 186  9 063 186 
Disposals  (7 620 087)  (7 620 087)
Exchange differences  (6 905)  (6 905)
Unrealised fair value net gains  1 683 225  1 683 225 
Realised gains  283 850  283 850 
Interest and dividends reinvested  1 138 823  1 138 823 
Carrying value at 28 February 2018  42 196 090  42 196 090 

2018
R000

2017
R000

Direct investments
Consolidated collective investment schemes  19 979 420  17 160 127 
Own balances  629 630  561 171 

Investments linked to investment contracts  21 587 040  19 932 700 
 42 196 090  37 653 998 

Current portion  3 801 385  2 068 943 
Non-current portion  38 394 705  35 585 055 

 42 196 090  37 653 998 
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5. FINANCIAL INSTRUMENTS (continued)
INVESTMENT IN INVESTMENT CONTRACTS

Reconciliation

Fair value
through profit

 or loss
R000

Held-to-
maturity

R000
Total
R000

Carrying value at 1 March 2016  73 815  42 662  116 477 
Investment contracts benefits paid  (45 130)  (43 827)  (88 957)
Finance income  –  1 165  1 165 
Fair value adjustment and reinvestments to investment contracts  (13 164)  –  (13 164)
Carrying value at 28 February 2017  15 521  –  15 521 
Investment contracts benefits paid  (391)  –  (391)
Fair value adjustment and reinvestments to investment contracts  (332)  –  (332)
Carrying value at 28 February 2018  14 798  –  14 798 

2018
R000

2017
R000

Investments linked to investment contracts  14 798  15 521 

Current portion – –
Non-current portion  14 798  15 521 

 14 798  15 521 
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6. LOANS AND ADVANCES

2018
R000

2017
R000

Secured
Loans to short-term insurance clients (i)  13 143  21 082 
Loans to financial advisers (ii)  65 350  55 724 

 78 493  76 806 

Unsecured
Loans to short-term insurance clients (i) –  15 
Loans to financial advisers (ii)  32 774  31 812 
Loans with non-controlling interest (iii)  468  468 
Other (iii)  22 467  25 207 

 55 709  57 502 

Total loans and advances  134 202  134 308 

Current portion 82 430  51 063 
Non-current portion 51 772  83 245 

 134 202  134 308 

(i) Loans to short-term insurance clients
• These loans are mainly through Hi-Five Corporate Finance Proprietary Limited, a subsidiary of Western Group Holdings Limited.
• They accrue interest at rates ranging between 5.10% and 8.10% (2017: 5.10% and 12.55%).
• The repayment terms and conditions of the loans are negotiated on a case-by-case basis. Early settlement of loans is permitted,  

in which case the amount will be calculated as the outstanding capital plus any interest accrued until that date.
• The loan account can also be used as a drawdown facility whereby clients are allowed, subsequent to early settlement of the 

outstanding balance or a portion thereof, to require an additional advance, limited to a maximum of the original capital of  
the loan or the guarantee in place.

• The fair value of the collateral held in the form of warranties and guarantees was R13.1 million on 28 February 2018  
(28 February 2017: R21.1 million).

• Should the market value of the instruments fall below the current value of the advances, the advances are impaired to the value  
of the underlying instruments.

(ii) Loans to financial advisers
 The balance of the secured loans to financial advisers is made up as follows:

• R63.7 million (2017: R53.7 million) is repayable by monthly instalments and the effective-interest rates applied range between 
10.24% and 13.23% (2017: 10.46% and 13.45%); and

• R1.7 million (2017: R2.0 million) is interest-free and repayable on demand.

 The unsecured loans to financial advisers’ balance consists of:
• R22.9 million (2017: R21.9 million) is repayable by monthly instalments and the effective-interest rates applied range between 

11.24% and 12.24% (2017: 9.46% and 12.46%);
• R15.0 million (2017: R16.1 million) is interest-free and repayable on demand; and
• a provision for impairment of R5.1 million (2017: R6.2 million).

(iii) Other loans and advances
 The remaining loans and advances consist of:

• R26.8 million (2017: R24.6 million) which accrues interest at rates ranging between 9.12% and 12.55% (2017: 9.12% and 
12.55%) with fixed repayment dates;

• a provision for impairment of R7.8 million (2017: R2.6 million); and
• the remaining balance is interest-free and repayable on demand.
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7. DERIVATIVE FINANCIAL INSTRUMENTS

2018
R000

2017
R000

Derivative financial assets  8 854  14 593 
Derivative financial liabilities  (16 857)  (17 379)
Net derivative financial instruments  (8 003)  (2 786)

Derivative financial assets
Current portion  8 854  14 593 
Non-current portion –  – 

8 854 14 593

Derivative financial liabilities
Current portion  (16 857)  (17 379)
Non-current portion –  – 

 (16 857)  (17 379)

Analysis of net derivative balance
Equity traded derivatives

Contracts for difference  (8 003)  (2 786)

Reconciliation of net derivative balance
Balance at beginning of the year  (2 786)  (46)
Disposals  (5 217)  (2 740)
Balance at end of the year  (8 003)  (2 786)

The notional principal amounts of the outstanding contracts for difference assets and liabilities at 28 February 2018 were R199.1 million  
(2017: R278.9 million) and R199.1 million (2017: R282.9 million) respectively.

8. REINSURANCE ASSETS

2018
R000

2017
R000

Reinsurers’ share of insurance liabilities  80 544  71 966 
Balance at beginning of the year  71 966  76 184 
Movement for the year  8 578  (4 218)

Total assets arising from reinsurance contracts  80 544  71 966 

Current portion  80 544  71 966 
Non-current portion –  – 

 80 544  71 966 

Amounts due from reinsurers in respect of claims already paid by the group on the contracts that are reinsured, are included under note 9 
(Receivables including insurance receivables).



PSG KONSULT LIMITED172

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018

9. RECEIVABLES INCLUDING INSURANCE RECEIVABLES

2018
R000

2017
R000

Trade receivables  311 609  72 408 
Receivables due from related parties (refer to note 32) (i)  70 343  75 880 
Prepayments  19 482  16 089 
Brokers and clearing houses and client accounts (ii)  1 372 631  1 230 502 
Rental and other deposits  6 230  5 531 
VAT receivable  13 850  9 183 
Contracts for difference (iii)  22 619  31 152 
Sundry debtors  954  2 763 

 1 817 718  1 443 508 

Insurance receivables
Due from contract holders and reinsurers  87 057  86 386 
Total receivables including insurance receivables1  1 904 775  1 529 894 

1 Includes non-financial assets of R33.4 million (2017: R25.3 million).

Current portion 1 900 212  1 526 054 
Non-current portion 4 563  3 840 

 1 904 775  1 529 894 

All non-current receivables are due within five years from the end of the reporting period.

(i) Receivables due from related parties
• Includes balances of R4.5 million (2017: R3.8 million) that accrue interest. The effective-interest rate applied to these balances  

is 12.48% (2017: 12.70%) and there are no fixed repayment terms.
• The remaining balances are interest-free and repayable on demand.

(ii) Brokers and clearing houses and client accounts
• This represents amounts owing by the JSE for trades conducted during the last few days before the end of the financial year.  

These balances fluctuate on a daily basis depending on the activity in the market.
• Included in client accounts are balances of R114.1 million (2017: R129.2 million) which accrue interest at prime.
• The remaining balance is interest-free.

(iii) Contracts for difference
• Contracts for difference consist of collateral assets and margin accounts held by the underlying banking institutions on behalf  

of clients and are valued at the carrying value after processing the daily market and interest adjustments.
• The balance on 28 February 2018 and 28 February 2017 only represents the margin receivable at year-end from the financial 

institutions and accrues interest at SAFEX plus 2%.
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10. CASH AND CASH EQUIVALENTS (INCLUDING MONEY MARKET INVESTMENTS)

2018
R000

2017
R000

Cash at bank and in hand  687 805  464 312 
Money market investments  851 149  496 850 
Short-term deposits  381 672  424 380 

 1 920 626  1 385 542 

The effective-interest rate on cash and cash equivalents was 6.38% (2017: 6.75%). The money market investments and the short-term 
deposits have an average maturity of 30 days or less.

Cash and cash equivalents included above relating to investment contract liabilities amounted to R1.0 million (2017: R14.2 million).  
Refer to note 16.

Included in cash and cash equivalents are balances of R267.8 million (2017: R135.0 million) relating to cash balances held by collective 
investment schemes consolidated in terms of IFRS 10 – Consolidated financial statements.

11. STATED CAPITAL
Authorised
3 billion shares with no par value
(2017: 3 billion shares with no par value)

There were no changes to the authorised stated capital during the current reporting period (2017: no changes).

Issued shares

Number of 
shares

(thousands)

Stated
capital

R000

As at 1 March 2016  1 279 124  1 446 604 
Issue of ordinary shares  42 976  302 901 
As at 28 February 2017  1 322 100  1 749 505 
Issue of ordinary shares  20 142  159 299 
As at 28 February 2018  1 342 242  1 908 804 

The shares issued during the current financial year were to fulfil the group’s obligation towards the share options which vested on  
14 April 2017, 1 June 2017, 1 July 2017 and 1 August 2017 respectively, as well as the asset-for-share transactions detailed below.

During the year under review, the group, through its subsidiary PSG Wealth Financial Planning Proprietary Limited, concluded further  
asset-for-share transactions utilising section 42 of the Income Tax Act with a number of its advisers (on the same basis as in the  
2017 financial year). This has allowed the group to further standardise the revenue sharing model with advisers and has also given them 
the opportunity to invest in the future of PSG Konsult. The transactions were settled with the issue of 0.6 million PSG Konsult shares at an 
average of R8.97 per share and a cash payment of R17.3 million by PSG Wealth Financial Planning Proprietary Limited.

The shares issued during the previous financial year were to fulfil the group’s obligation towards the share options which vested on  
15 April 2016, 1 June 2016, 1 July 2016 and 1 August 2016 respectively, as well as the asset-for-share transactions detailed on page 174.
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11. STATED CAPITAL (continued)
During the 2017 financial year, the group, through its subsidiaries PSG Wealth Financial Planning Proprietary Limited and PSG Multi 
Management Proprietary Limited, concluded further asset-for-share transactions utilising section 42 of the Income Tax Act with a number of 
its advisers (on the same basis as in the 2016 financial year). This has allowed the group to further standardise the revenue sharing model 
with advisers and has also given them the opportunity to invest in the future of PSG Konsult. The transactions were settled with the issue 
of 14.9 million PSG Konsult shares at an average of R6.86 per share and a cash payment of R2.8 million by PSG Wealth Financial Planning 
Proprietary Limited.

All shares issued by the company were fully paid. The unissued shares in the company are placed under the control of the directors  
until the next AGM. The directors are authorised to buy back shares under general approval, subject to certain limitations and the  
JSE Listings Requirements.

Summary of the cash flow impact of the shares issued during the respective  
financial years

2018
R000

2017
R000

Issue of ordinary shares  159 299  302 901 
Loss on issue of shares in terms of share scheme  (83 673)  (118 469)
Shares issued for asset-for-share transaction  (5 287)  (102 473)
Net cash inflow  70 339  81 959 

Treasury shares
The shares bought back as treasury shares during the current financial year by various subsidiaries in the group to fulfil the deferred bonus 
obligations, are reflected as a deduction against equity. Refer to note 37 for the share analysis.

Analysis of treasury shares

 Number of 
shares 

 (thousands) 

 Treasury 
shares 

R000

As at 1 March 2016  2 336  13 462 
Treasury shares sold  (28 982)  (203 744)
Treasury shares purchased  35 635  251 822 
Release of loss on disposal from treasury shares to retained earnings  –  (2 334)
As at 28 February 2017  8 989  59 206 
Treasury shares sold  (21 405)  (172 170)
Treasury shares purchased  37 205  298 958 
Release of profits on disposal from treasury shares to retained earnings –  6 253 
As at 28 February 2018  24 789  192 247 

Share incentive scheme
During the current and prior financial years, the group operated an equity-settled share incentive scheme in terms of the PSG Konsult Group 
Share Incentive Scheme (number of grants under current scheme – 2018: eight; 2017: ten). In terms of the scheme, share options are 
granted to executive directors, senior and middle management.

In terms of the share incentive scheme, share options are allocated to participants at grant date at market price. The settlement of the 
purchase consideration payable by the employee in terms of the share options granted occurs on delivery. The only vesting requirement is 
that the employee must remain in the employment of the group at the relevant tranche vesting date in order to exercise options.

The assumptions made regarding share options issued are set out in this note.
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11. STATED CAPITAL (continued)
Share incentive scheme (continued)
The total equity-settled share-based payment costs recognised in the income statement for the scheme were R36.1 million  
(2017: R28.2 million). The share-based payment costs expensed during the year were credited to other reserves (as part of equity –  
refer to note 12).

The weighted average strike price of share options exercised in terms of the equity-settled share scheme during the year under review was 
R3.90 per share (2017: R2.84 per share).

The total fair value of the 177.6 million share options granted is R172.2 million (2017: 154.9 million share options granted with fair value  
of R129.6 million) and was determined using the Black-Scholes valuation model. The fair value of the options granted on 1 April 2017 is 
R42.6 million (1 April 2016: R57.8 million and 1 August 2016: R0.3 million).

Vesting of share options occurs as follows:  % 

2 years after grant date  25 
3 years after grant date  25 
4 years after grant date  25 
5 years after grant date  25 

 100 

Granting of share 
options occurred as 
follows:

 Number of 
share 

options 

 Strike
price 

 R

Volatility
used1 

 % 

 Dividend 
yield 

 % 

 Risk-free 
rate 

 % 

 Fair value 
of share price 

 R

1 March 20112  27 761 084 1.54 4.74 5.65 7.89 1.75 
1 July 20123  11 753 248 1.83 2.93 5.85 7.38 1.85 
1 March 20134  46 250 000 2.83 30.00 6.00 6.20 2.40 
1 June 20135  1 000 000 2.80 24.00 4.20 7.26 2.55 
1 August 20136  300 000 3.40 24.00 3.46 7.26 3.50 
1 March 20148  25 000 000 5.06 29.25 2.23 8.07 4.30 
1 April 20147  240 000 0.00 29.25 2.23 8.07 4.30 
1 April 20159  14 755 778 7.27 24.74 1.99 7.06 7.25 
1 April 201610  27 700 778 6.81 34.72 2.24 8.42 6.84 
1 August 2016  150 000 6.83 34.14 2.26 7.79 6.77 
1 April 201711  22 739 006 7.59 26.76 2.35 7.62 7.55 

 177 649 894 

1  Volatility set at historic trend levels of PSG Konsult shares. 
2  During the 2017 financial year, 3.53 million shares vested with a weighted average strike price of R1.54 per share.
3  During the 2018 financial year, 2.68 million shares vested with a weighted average strike price of R1.83 per share (2017: 7.68 million shares vested with a weighted 

average strike price of R1.83 per share). 
4  During the 2018 financial year, 8.61 million shares vested with a weighted average strike price of R2.83 per share (2017: 10.78 million shares vested with a weighted 

average strike price of R2.83 per share, and 0.50 million shares were cancelled). 
5  During the 2018 financial year, 0.25 million shares vested with a weighted average strike price of R2.80 per share (2017: 0.25 million shares vested with a weighted 

average strike price of R2.80 per share).
6  During the 2018 financial year, 0.08 million shares vested with a weighted average strike price of R3.40 per share (2017: 0.08 million shares vested with a weighted 

average strike price of R3.40 per share).
7  During the 2018 financial year, 0.08 million shares vested with a weighted average strike price of Rnil per share (2017: 0.08 million shares vested with a weighted average 

strike price of Rnil per share).
8  During the 2018 financial year, 4.99 million shares vested with a weighted average strike price of R5.06 per share (2017: 5.66 million shares vested with a weighted 

average strike price of R5.06 per share, and 0.70 million shares were cancelled).
9  During the 2018 financial year, 2.87 million shares vested with a weighted average strike price of R7.27 per share, and 0.03 million shares were cancelled (2017:  

1.96 million shares were cancelled).
10  During the 2018 financial year, 0.02 million shares were cancelled (2017: 1.40 million shares were cancelled).
11  During the 2018 financial year, 0.03 million shares were cancelled.
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11. STATED CAPITAL (continued)
Share incentive scheme (continued)

2018 2017

Analysis of outstanding share options by  
financial year of maturity

Weighted
average strike

price
R Number

Weighted
average strike

price
R Number

28 February 2018 – –  3.90  19 552 756 
28 February 2019  4.99  23 041 226  4.99  23 057 057 
29 February 2020  6.66  20 030 759  6.30  14 369 557 
28 February 2021  7.19  15 080 759  6.95  9 419 558 
28 February 2022  7.17  12 282 977  6.81  6 611 450 
28 February 2023  7.59  5 677 034  –  – 

 76 112 755  73 010 378 

Analysis of share options
2018

Number
2017

Number

Number of share options allocated at beginning of the year  73 010 378  77 771 429 
Number of share options cancelled during the year  (85 935)  (4 564 091)
Number of share options vested during the year  (19 550 694)  (28 047 738)
Number of share options allocated during the year  22 739 006  27 850 778 
Number of share options allocated at end of the year  76 112 755  73 010 378 

Analysis of outstanding share options per award
1 July 2012 –  2 676 299 
1 March 2013  8 362 500  16 975 000 
1 June 2013  250 000  500 000 
1 August 2013  75 000  150 000 
1 March 2014  9 900 000  14 887 500 
1 April 2014 –  80 000 
1 April 2015  8 393 346  11 295 779 
1 April 2016  26 273 774  26 295 800 
1 August 2016  150 000  150 000 
1 April 2017  22 708 135  – 

 76 112 755  73 010 378 

The weighted average PSG Konsult share price for the year was R8.35 (2017: R7.11).

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018
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12. OTHER RESERVES

Foreign
currency

translation
R000

Revaluation
R000

Share-based
payment

R000

Common
control

R000
Total
R000

Carrying value at 1 March 2016  9 191  702  66 137  (470 785)  (394 755)
Share-based payment costs  –  –  28 224  –  28 224 
Currency translation adjustments  (14 900)  –  –  –  (14 900)
Deferred tax on equity-settled share-based 
payments  –  –  (17 015)  –  (17 015)
Current tax on equity-settled share-based 
payments  –  –  25 675  –  25 675 
Loss on issue of shares in terms of  
share scheme  –  –  (118 469)  –  (118 469)
Release of share-based payment reserve to 
retained earnings  –  –  80 794  –  80 794 
Release of revaluation reserve to retained 
earnings  –  (702)  –  –  (702)
Release of common control reserve to  
retained earnings  –  –  –  11 448  11 448 
Carrying value at 28 February 2017  (5 709)  –  65 346  (459 337)  (399 700)
Share-based payment costs  –  –  36 079  –  36 079 
Currency translation adjustments  (1 851)  –  –  –  (1 851)
Deferred tax on equity-settled share-based 
payments  –  –  (5 089)  –  (5 089)
Current tax on equity-settled share-based 
payments  –  –  16 404  –  16 404 
Loss on issue of shares in terms of  
share scheme  –  –  (83 673)  –  (83 673)
Release of share-based payment reserve to 
retained earnings  –  –  51 108  –  51 108 
Carrying value at 28 February 2018  (7 560)  –  80 175  (459 337)  (386 722)

The common control reserve originated from various business combinations concluded with companies within the PSG Group. The IFRS 
for business combinations (IFRS 3) did not apply to these business combinations, as it was effected between parties that are ultimately 
controlled by PSG Group Limited, otherwise known as a common control transaction. The group elected to apply ‘predecessor accounting’. 
Refer to note 3.3 of the detailed accounting policies for further explanation of the common control accounting policy.

The material transactions concluded in prior financial years were the acquisition of PSG Securities Limited on 1 November 2006, the 
acquisition of PSG Fixed Income and Commodities Proprietary Limited on 1 March 2010 and the acquisition of PSG Asset Management 
Holdings Proprietary Limited on 1 March 2011. These companies were all bought from subsidiaries within the PSG Group, with the ultimate 
holding company being PSG Group Limited.

During the 2017 financial year, the common control reserve relating to the PSG Fixed Income and Commodities Proprietary Limited 
acquisition was released to retained earnings following a change in management’s intention regarding the company. The entity will be 
liquidated and deregistered, and it is the group’s policy therefore to release the reserve.
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13. NON-CONTROLLING INTEREST

2018
R000

2017
R000

Balance at beginning of the year  197 212  157 212 
Profit for the year  46 175  45 008 
Dividends paid  (8 165)  (5 291)
Capital contribution by non-controlling interest  432  750 
Release of non-controlling interest’s share of revaluation reserve to retained earnings on  
disposal of property –  (467)
Balance at end of the year  235 654  197 212 

14. INSURANCE CONTRACTS AND REINSURANCE ASSETS

2018
R000

2017
R000

Gross
Long-term insurance contracts (refer to a)  21 551  23 399 
Short-term insurance contracts
– claims reported and loss adjustment expenses (refer to b)  121 099  116 322 
– claims incurred but not reported (refer to c)  85 076  60 011 
– unearned premiums and unexpired risk provision (refer to d)  314 983  344 503 
Total insurance liabilities – gross  542 709  544 235 

Current portion  521 158  520 836 
Non-current portion  21 551  23 399 

Recoverable from reinsurers
Long-term insurance contracts (refer to a) –  – 
Short-term insurance contracts
– claims reported and loss adjustment expenses (refer to b)  48 505  38 323 
– claims incurred but not reported (refer to c)  19 149  16 720 
– unearned premiums and unexpired risk provision (refer to d)  12 890  16 923 
Total reinsurers’ share of insurance liabilities  80 544  71 966 

Current portion  80 544  71 966 
Non-current portion –  – 

Net
Long-term insurance contracts (refer to a)  21 551  23 399 
Short-term insurance contracts
– claims reported and loss adjustment expenses (refer to b)  72 594  77 999 
– claims incurred but not reported (refer to c)  65 927  43 291 
– unearned premiums and unexpired risk provision (refer to d)  302 093  327 580 
Total insurance liabilities – net  462 165  472 269 

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018
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14. INSURANCE CONTRACTS AND REINSURANCE ASSETS (continued)
The gross claims reported, the loss adjustment expenses liabilities and the liability for claims incurred but not reported are net of expected 
recoveries from salvages. The amounts for salvage at 28 February 2018 and 28 February 2017 are not material.

Movements in insurance contracts and reinsurance assets

2018
R000

2017
R000

a) Long-term insurance contracts
Balance at beginning of the year  23 399  24 859 
Liabilities released for payments on death, surrender and other terminations for the year  (2 611)  (2 733)
Fees deducted from account balances  (168)  (246)
Changes in unit prices  931  1 519 
Balance at end of the year  21 551  23 399 

Refer to page 224 for the significant assumptions used in the long-term insurance contract liabilities.
.

2018 2017

Gross
R000

Reinsurance
R000

Net
R000

Gross
R000

Reinsurance
R000

Net
R000

b) Claims reported and loss 
adjustment expenses
Balance at beginning of the year  116 322  (38 323)  77 999  131 402  (42 128)  89 274 
Cash paid for claims settled in the year  (781 168)  174 757  (606 411)  (707 300)  128 194  (579 106)
Increase in liabilities
–  arising from current year claims  900 767  (220 501)  680 266  823 622  (166 517)  657 105 
–  arising from prior year claims  (114 822)  35 562  (79 260)  (131 396)  46 350  (85 046)
Other movements – – –  (6)  (4 222)  (4 228)
Balance at end of the year  121 099  (48 505)  72 594  116 322  (38 323)  77 999 

c) Provision for IBNR
Balance at beginning of the year  60 011  (16 720)  43 291  54 700  (16 267)  38 433 
Charged to the income statement  25 065  (2 429)  22 636  5 311  (453)  4 858 
Balance at end of the year  85 076  (19 149)  65 927  60 011  (16 720)  43 291 

d) Provision for unearned 
premiums and unexpired risk 
provision
Balance at beginning of the year  344 503  (16 923)  327 580  396 349  (17 789)  378 560 
Charged to the income statement  (28 477)  4 033  (24 444)  (54 462)  630  (53 832)
Other movements  (1 043) –  (1 043)  2 616  236  2 852 
Balance at end of the year  314 983  (12 890)  302 093  344 503  (16 923)  327 580 

Claims development tables
Due to the nature of the short-term insurance contracts, the uncertainty about the amount and timing of claims payments is typically 
resolved within 1 year. The corresponding reinsurance contracts are therefore estimated to realise within the next 12 months.

Liability adequacy test
An unexpired risk reserve is required if the group believes that its unearned premium reserve will prove insufficient to cover the unexpired 
risk on its books at the valuation date.
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15. BORROWINGS

2018
R000

2017
R000

Secured
Bank loans (i) –  31 802 
Finance leases (ii) –  3 463 
Domestic Medium Term Note programme (iii)  101 228  – 

 101 228  35 265 

Unsecured (iv)
Other short-term loans  2 467  2 526 

Total borrowings  103 695  37 791 

Current portion  3 695  37 791 
Non-current portion  100 000  – 

 103 695  37 791 

(i) Bank loans
• The secured loans in the 2017 financial year consisted of a recourse and a non-recourse facility obtained from Investec Bank 

Limited, which is secured by the underlying JSE equity securities and cash held by the clients in their BDA accounts in terms of the 
loan facility entered into with PSG Scriptfin Proprietary Limited.

• This facility was not being utilised by PSG Scriptfin Proprietary Limited at 28 February 2018 as the funding obtained from the 
DMTN issue is being used to fund the Scriptfin loan book.

(ii) Finance leases
• A finance lease was entered into with Innovent Rent and Asset Management Solutions Proprietary Limited to obtain new 

computer equipment for PSG Konsult’s data centre in Bryanston.
• The term of the lease is four years, and it is payable in 16 fixed quarterly instalments (in advance) of R1.1 million, commencing on  

1 February 2014 with the final instalment on 1 January 2018.
• The effective-interest rate is a fixed rate of 5.5%, with no annual escalation applicable.

  The finance lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.

Commitments in relation to finance leases are payable as follows:

2018
R000

2017
R000

Gross finance lease liabilities – minimum lease payments
Less than 1 year –  3 552 
Between 1 and 5 years –  – 

–  3 552 
Future finance charges on finance lease liabilities –  (89)
Balance at end of the year –  3 463 

The present value of finance lease liabilities is as follows:
Less than 1 year –  3 463 
Between 1 and 5 years –  – 
Balance at end of the year –  3 463 

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018
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15. BORROWINGS (continued)
(iii) Domestic Medium Term Note (DMTN) programme

• PSG Konsult Treasury Limited established a R3.0 billion DMTN programme during the 2018 financial year.
• 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 of the three-month JIBAR plus a margin of 2.18%. The capital is repayable on  
12 July 2020.

• PSG Konsult Limited provided an irrevocable, unconditional guarantee for all the obligations and liabilities of PSG Konsult Treasury 
Limited to and in favour of the noteholders of the notes issued.

(iv) Unsecured borrowings
• The unsecured borrowings are interest-free and repayable on demand.

 The continuous focus on optimising cash flow management and debt funding positions led to the establishment of PSG Konsult Treasury 
Limited, which centralises the management of the group’s liquidity and solvency positions to ensure that capital is utilised appropriately  
to maximise shareholder returns.

 Details of the group’s exposure to risks arising from secured and unsecured borrowings are set out in note 35.

16. INVESTMENT CONTRACTS

2018
R000

2017
R000

Balance at beginning of the year  22 560 598  19 836 250 
Investment contract receipts  4 077 688  4 992 413 
Investment contract benefits paid  (3 814 428)  (2 654 610)
Interest charge  15 836  43 753 
Commission and administration fees  (215 308)  (589 880)
Fair value adjustment to investment contract liabilities  1 654 563  932 672 
Balance at end of the year  24 278 949  22 560 598 

Current portion  4 328 997  2 213 287 
Non-current portion  19 949 952  20 347 311 

 24 278 949  22 560 598 

Fair value through profit or loss  24 119 020  22 416 506 
At amortised cost  159 929  144 092 

 24 278 949  22 560 598 

Investment contracts are represented by the following investments:
Equity securities  2 192 586  2 154 854 
Debt securities  483 551  443 311 
Unit-linked investments  21 587 040  19 932 700 
Investment in investment contracts  14 798  15 521 
Cash and cash equivalents  974  14 212 

 24 278 949  22 560 598 
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17. THIRD-PARTY LIABILITIES ARISING ON CONSOLIDATION OF MUTUAL FUNDS

2018
R000

2017
R000

Balance at beginning of the year  19 690 982  14 023 726 
Net capital contributions received or change in effective ownership  1 171 485  611 223 
Fair value adjustment to third-party liabilities  1 722 789  1 065 313 
Acquisition of subsidiaries (refer to note 33.4) –  3 990 720 
Balance at end of the year  22 585 256  19 690 982 

Current portion  22 585 256  19 690 982 
Non-current portion –  – 

 22 585 256  19 690 982 

These mutual fund liabilities relate to certain collective investment schemes which have been classified as investments in subsidiaries –  
refer to Annexure B. Consequently, fund interests not held by the group are classified as third-party liabilities as they represent demand 
deposit liabilities measured at fair value. A maturity analysis is not possible as it is dependent on external unitholders’ behaviour outside  
of the group’s control.

The group’s own credit risk is not applicable in the measurement of these liabilities, as these liabilities are specifically referenced to  
assets and liabilities contained in separate legal structures that could not be attached in the event of a group entity holding the controlling 
units defaulting.

18. TRADE AND OTHER PAYABLES

2018
R000

2017
R000

Trade payables  505 754  435 612 
Contracts for difference (i)  22 707  24 949 
Deferred revenue  15 849  14 127 
Purchase consideration payable (ii)  45 344  38 141 
VAT payable  24 223  22 037 
Unallocated premiums  83 040  48 297 
Short-term claim creditors  16 738  17 294 
Settlement control account (iii)  1 332 582  1 138 985 
Amounts due to intermediaries  17 254  20 224 
Amounts due to reinsurers  42 349  47 371 
Amounts due to policyholders  6 331  12 797 
Foreign reinsurers’ reserve deposits  4 356  1 666 
Total trade and other payables1  2 116 527  1 821 500 

1 Includes non-financial liabilities of R274.1 million (2017: R227.4 million).

Current portion  2 105 257  1 793 711 
Non-current portion  11 270  27 789 

 2 116 527  1 821 500 

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018
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18. TRADE AND OTHER PAYABLES (continued)
(i) Contracts for difference

• The balance represents the margin payable at year-end by the group to clients and accrues interest at SAFEX less 2%.

(ii) Purchase consideration payable
• Relates to balances payable to advisers for books of business acquired during the current and previous financial years, which will 

be settled in cash on varying dates based on the respective agreements, subject to profit guarantees.
• The amounts payable are interest-free.

(iii) Settlement control account
• Represents the settlement of trades done by clients in the last few days before year-end.
• The settlement to the clients takes place within 3 days after the transaction date.

19. DEFERRED ACQUISITION COSTS AND DEFERRED REINSURANCE ACQUISITION REVENUE

2018
R000

2017
R000

Deferred acquisition costs
Balance at beginning of the year  4 073  3 011 
Movement for the year  747  1 062 
Balance at end of the year  4 820  4 073 

Deferred reinsurance acquisition revenue
Balance at beginning of the year  3 731  4 524 
Movement for the year  (50)  (793)
Balance at end of the year  3 681  3 731 

20. COMMISSION AND OTHER FEE INCOME

2018
R000

Restated2

2017
R000

Commission and policy administration fees1 2 511 272  2 249 716 
Dealing and structuring 369 363  356 376 

 2 880 635  2 606 092 

1 Includes management fees, performance fees and commission received from related-party offshore unit trusts and local unit trusts of R607.8 million (2017: R542.6 million). 
Refer to note 32.

2 The comparative figures were restated, refer to note 36 for detail of the restatement.
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21. INVESTMENT INCOME

2018
R000

Restated2

2017
R000

Interest income1

Loans and advances  27 669  39 864 
Contracts for difference – interest received on margin  14 956  13 525 
Equity securities – at fair value through profit or loss  11 886  9 906 
Debt securities – at fair value through profit or loss  240 797  205 363 
Unit-linked investments – at fair value through profit or loss  753 365  559 354 
Interest received from related parties (refer to note 32)  251  276 
Cash and short-term funds (including money market investments)  151 404  130 648 
Other  3 048  2 568 

 1 203 376  961 504 

Dividend income1

Equity securities – at fair value through profit or loss  38 205  42 298 
Unit-linked investments – at fair value through profit or loss  385 271  339 551 

 423 476  381 849 

Rental income –  433 

Total investment income  1 626 852  1 343 786 

1 Includes interest received of R48.1 million (2017: R25.4 million) and dividends received of R72.7 million (2017: 60.6 million) from related-party local investment schemes. 
Refer to note 32.

2 The comparative figures were restated, refer to note 36 for detail of the restatement.

R2.0 million interest income (2017: Rnil) was earned on impaired financial assets during the year.

22. NET FAIR VALUE GAINS AND LOSSES ON FINANCIAL INSTRUMENTS

2018
R000

2017
R000

Foreign exchange gains  422  15 536 
Foreign exchange losses  (15 767)  (2 512)
Amortised cost movement on held-to-maturity financial assets  15 837  43 753 
Net fair value gains on financial assets designated at fair value through profit or loss:

Unrealised fair value gains  1 742 475  266 392 
Realised fair value gains  310 826  649 697 

 2 053 793  972 866 
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23. OTHER OPERATING INCOME

2018
R000

2017
R000

Profit on disposal of property and equipment  402  657 
Profit on disposal of intangible assets  23  3 306 
Profit on disposal of investment property –  96 
Profit on disposal of associated companies –  68 
Income from related parties (refer to note 32)  849  252 
Management fee rebates1  93 162  70 199 
JSE settlement cost recoveries  5 748  5 736 
Sundry income 10 491  21 225 

 110 675  101 539 

1 Management fee rebates accrue to the collective investment schemes which are consolidated under IFRS 10 – Consolidated financial statements.

24. NET INSURANCE BENEFITS AND CLAIMS

Gross
R000

Reinsurance
R000

Net
R000

2018
Short-term insurance contracts

Claims paid  835 264  (185 064)  650 200 
Movement in the expected cost of outstanding claims  29 842  (12 612)  17 230 
Salvages  (51 431)  10 308  (41 123)

Individual life long-term insurance contracts – death, maturity, surrender,  
sick leave benefits and transfers to policyholder liabilities

Insurance policy benefits paid  2 611  –  2 611 
Movement to insurance policy liabilities  143  –  143 

Total claims and loss adjustment expenses  816 429  (187 368)  629 061 

2017
Short-term insurance contracts

Claims paid  756 846  (141 673)  615 173 
Movement in the expected cost of outstanding claims  (9 763)  7 574  (2 189)
Salvages  (46 494)  13 479  (33 015)

Individual life long-term insurance contracts – death, maturity, surrender,  
sick leave benefits and transfers to policyholder liabilities

Insurance policy benefits paid  2 733  –  2 733 
Movement to insurance policy liabilities  (1 519)  –  (1 519)

Total claims and loss adjustment expenses  701 803  (120 620)  581 183 
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25. EXPENSES (EXCLUDING NET INSURANCE BENEFITS AND CLAIMS)

2018
R000

Restated
2017
R000

25.1 Commission paid
Commission paid to brokers and financial planners  1 199 447  1 111 506 

25.2 Depreciation and amortisation
Depreciation  24 145  23 525 

Motor vehicles  107  59 
Office equipment  10 290  9 415 
Computer equipment  13 748  14 051 

Amortisation of intangible assets  45 580  55 470 
Customer relationships  43 633  42 799 
Other  1 947  12 671 

 69 725  78 995 

25.3 Employee benefit expenses
Salaries, wages, allowances and terminations1  698 443  627 643 
Social security costs (e.g. UIF, group life, SDL, medical benefits, national insurance)1  51 136  41 958 
Equity-settled share-based payment costs  36 079  28 224 
Pension/provident costs – defined-contribution plans  40 010  31 332 

 825 668  729 157 

1  Comparative figures have been restated to reflect updated interpretations of the items included within social 
security costs. 

25.4 Marketing, administration and other expenses
Operating lease rentals  71 606  58 630 

Properties  70 082  57 526 
Equipment and other  1 524  1 104 

Auditor’s remuneration  12 873  13 270 
Audit services – current year  10 551  11 006 
Audit services – prior year  750  778 
Tax services  898  860 
Other services  674  626 

Management fees paid  152 093  160 725 
Marketing expenses  48 654  46 680 
Professional fees  24 747  18 131 
Other administration expenses  261 778  236 553 

JSE and STRATE expenses  46 103  45 814 
Research and administration systems  34 703  33 726 
Information technology expenses  94 219  52 465 
Office expenses  24 301  20 153 
Telephone expenses  12 451  12 122 
Travel expenses  21 270  19 253 
Other expenses  28 731  53 020 

Loss on disposal of property and equipment  91  275 
Loss on disposal of intangible assets –  2 672 

 571 842  536 936 

Refer to the report of the board of directors for detail of directors’ remuneration on pages 134 and 135.
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26. FINANCE COSTS

2018
R000

2017
R000

Contracts for difference – interest paid on margin  12 161  11 185 
Investment contract liabilities at amortised cost  15 837  43 753 
Other borrowings  10 943  17 336 

 38 941  72 274 

27. TAXATION

2018
R000

2017
R000

Current taxation
Current year  272 796  238 413 
Prior year  (8 002)  (1 987)

 264 794  236 426 

Deferred taxation
Current year  (16 258)  (45 414)
Prior year  (149)  209 

 (16 407)  (45 205)

Foreign current taxation
Current year  5 844  15 841 
Prior year –  11 

 5 844  15 852 

Foreign deferred taxation
Current year  1 990  (3 657)

 1 990  (3 657)

Total income statement charge  256 221  203 416 

Reconciliation of effective rate of taxation
2018

 % 
2017

 % 

South African normal taxation rate  28.0  28.0 
Adjusted for:

Non-taxable income  (0.5)  (0.7)
Capital gains tax differential in rates  –  0.1 
Non-deductible charges  1.4  1.4 
Prior year overprovision  (0.9)  (0.3)
Income from associated companies and joint ventures  –  (0.1)
Deferred tax assets not recognised for tax losses  0.1  – 
Foreign tax rate differential  0.4  (0.8)
Dividend withholding tax 0.1 –
Tax in policyholder funds 2.2  1.5 
Tax deductible expenses not accounted for in income statement (1.3)  (1.3)
Utilisation of previously unrecognised tax losses  –  (0.1)

Effective rate of taxation  29.5  27.7 
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27. TAXATION (continued)

2018
R000

2017
R000

Unutilised tax losses
Gross calculated tax losses at the end of the year available for utilisation against future  
taxable income  37 987 47 921
Deferred income tax asset provided on  (36 412)  (46 458)
Available for future utilisation  1 575  1 463 

The tax impact relating to components of other comprehensive income is  
as follows:
Before tax
Currency translation adjustments  (1 851)  (14 900) 

After tax
Currency translation adjustments  (1 851)  (14 900) 
Other comprehensive income for the year, net of tax  (1 851)  (14 900) 

The total deferred income tax, recognised in equity, relating to share-based payment transactions, was R6.7 million on 28 February 2018  
(2017: R15.3 million).

28. EARNINGS PER SHARE

2018
R000

2017
R000

The calculations of earnings per share is based on the following:
Profit attributable to ordinary shareholders  566 476  486 862 
Non-headline earnings (net of non-controlling interest and related tax effect):
Loss/(profit) on disposal of intangible assets (including goodwill)  148  (83)

Gross amount  (23)  (634)
Non-controlling interest  81  771 
Tax effect  90  (220)

Impairment of associated companies –  35 
Gross amount –  35 
Non-controlling interest –  – 
Tax effect –  – 

Profit on disposal of property and equipment  (228)  (276)
Gross amount  (311)  (382)
Non-controlling interest –  11 
Tax effect  83  95 

Profit on sale/dilution of associated companies –  (41)
Gross amount –  (68)
Non-controlling interest –  27 
Tax effect –  – 

Profit on sale of investment property –  (58)
Gross amount –  (96)
Non-controlling interest –  38 
Tax effect –  – 

Headline earnings  566 396  486 439 
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28. EARNINGS PER SHARE (continued)
The weighted average number of shares and diluted weighted average number of shares were calculated  
as follows:

2018
 Number of 

shares
(thousands) 

2017
 Number of 

shares
(thousands) 

Number of shares at beginning of the year  1 322 100  1 279 124 
Weighted number of shares issued during the year  16 145  35 482 
Net movement in treasury shares  (20 602)  (7 503)
Weighted number of shares at end of the year  1 317 643  1 307 103 
Number of bonus element shares to be issued in terms of share option scheme  12 627  16 366 
Diluted weighted number of shares at end of the year  1 330 270  1 323 469 

2018
R000

2017
R000

Basic 
Profit attributable to ordinary shareholders  566 476  486 862 
Headline earnings  566 396  486 439 
Weighted average number of ordinary shares in issue (000)  1 317 643  1 307 103 
Attributable earnings per share (cents)  43.0  37.3 
Headline earnings per share (cents)  43.0  37.2 
Net asset value per share (cents)  190.1  164.0 
Tangible net asset value per share (cents)  112.1  88.8 

Diluted
Diluted earnings per share are calculated by adjusting the weighted average number of ordinary 
shares in issue to assume conversion of all dilutive potential ordinary shares (arising from the 
share incentive schemes set out in note 11). A calculation is performed to determine the number 
of shares that could have been acquired at fair value (determined as the volume-weighted 
average annual JSE-listed share price of the company’s shares) based on the monetary value of 
the equity-settled share options granted to participants.

Profit attributable to ordinary shareholders  566 476  486 862 
Headline earnings  566 396  486 439 
Diluted weighted average number of ordinary shares in issue (000)  1 330 270  1 323 469 
Diluted attributable earnings per share (cents)  42.6  36.8 
Diluted headline earnings per share (cents)  42.6  36.8 

29. DIVIDEND PER SHARE

2018
R000

2017
R000

Normal dividend  209 084  181 002 

Interim
5.7 cents per share (2017: 5.1 cents per share)

Final
12.3 cents per share (2017: 10.2 cents per share)

Dividends are not accounted for until they have been approved by the company’s board of directors.
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30. CAPITAL COMMITMENTS AND CONTINGENCIES
Other than operating lease commitments (disclosed below), the group had the following capital commitments and contingencies as at  
28 February 2018:
• PSG Konsult Treasury Limited, a wholly-owned subsidiary, established a DMTN programme during the 2018 financial year. PSG Konsult 

Limited provided an irrevocable, unconditional guarantee for all the obligations and liabilities of PSG Konsult Treasury Limited to and in 
favour of the noteholders of the notes issued. The balance of the amount owing as at 28 February 2018 is R101.2 million (2017: Rnil).

• PSG Scriptfin Proprietary Limited, a wholly-owned subsidiary, has a recourse facility from Investec Bank Limited with a balance of Rnil 
as at 28 February 2018 (2017: R6.0 million) and PSG Konsult Limited provided an irrevocable, unconditional guarantee for all the 
obligations and liabilities of PSG Scriptfin Proprietary Limited, under this facility, to Investec Bank Limited, limited to R150.0 million.

• PSG Konsult Limited has also issued letters of support, in the ordinary course of business, for the activities of certain subsidiaries  
in the group.

• The group, like all other financial services groups in South Africa, is subject to litigation in the normal course of its business. Appropriate 
provisions are made when losses are expected to materialise. There are no legal or arbitration proceedings (including any such 
proceedings that are pending or threatened) of which the group is aware, which may have, or have during the previous 12 months,  
had a material effect on the financial position of the group. 

2018
R000

2017
R000

Operating lease commitments
Future minimum lease commitments in terms of operating leases of premises:
Due within 1 year  55 111  52 046 
Due within 1 to 5 years  86 726  103 278 
Due after 5 years  1 138  1 045 

 142 975  156 369 

The group leases a number of premises under non-cancellable operating lease agreements. The ordinary lease terms are between 2 and  
6 years, with the majority of the lease agreements being renewable at the end of the lease term at market-related rentals. The annual lease 
escalations range from 5% to 10% (2017: 4% to 11%).

A summary of the lease agreements containing the escalation clauses, renewal options and restrictions imposed by the lease agreements  
is available for inspection at the company’s registered office.

31. BORROWING POWERS
In terms of the company’s MOI, borrowing powers are unlimited. Details of actual borrowings of the group are disclosed in note 15 to the 
group financial statements.
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32. RELATED-PARTY TRANSACTIONS
PSG Konsult Limited, its subsidiaries, associated companies and joint ventures enter into various financial services transactions with members 
of the PSG Group and PSG Konsult Limited Group. These transactions include a range of investment, administrative, advisory and corporate 
services in the normal course of business. All intergroup transactions have been eliminated on consolidation. 

The related-party transactions are similar to those disclosed in the prior financial year.

Related-party balances
2018
R000

2017
R000

Receivables including insurance receivables
Due from companies in the PSG Group
PSG Corporate Services Proprietary Limited  68  65 

Due from companies in the PSG Konsult Limited Group
PSG Konsult Employee Trust  20 –
Jan Jonker Property Investment Trust  4 516  3 788 

Due from PSG unit trusts
Local unit trusts  55 752  60 972 
Offshore unit trusts  9 987  11 055 

 70 343  75 880 

Refer to note 9 for the detail of the receivables due from related parties.

Trade and other payables
Due to PSG unit trusts
Local unit trusts  5 312  4 620 
Offshore unit trusts  2 284  1 963 

 7 596  6 583 

Unit-linked investments
Investments in PSG unit trusts
Unit trusts  17 826 841  15 250 712 

Cash and cash equivalents
Investments in PSG unit trusts
PSG Money Market Fund  851 149  496 850 
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32. RELATED-PARTY TRANSACTIONS (continued)

Related-party transactions
2018
R000

2017
R000

Commission and other fee income
Received from companies in the PSG Group
PSG Corporate Services Proprietary Limited  118  138 

Received from PSG unit trusts
Local unit trusts  474 313  432 195 
Offshore unit trusts  133 439  110 400 

 607 870  542 733 

Interest income
Received from companies in the PSG Konsult Limited Group
Xinergistix Limited –  86 
Jan Jonker Property Investment Trust  251  190 

Received from PSG unit trusts
Local unit trusts (including money market investments)  48 140  25 435 

 48 391  25 711 

Dividend income
Received from PSG unit trusts
Local unit trusts 72 702  60 568 

Other operating income
Received from companies in the PSG Group
PSG Corporate Services Proprietary Limited  619  142 
Capitec Bank Holdings Limited Group 230  110 

 849  252 

Commission paid
Paid to companies in the PSG Group
PSG Capital Proprietary Limited –  178 
PSG Corporate Services Proprietary Limited  250  656 
Zeder Financial Services Limited –  6 

 250  840 

Marketing, administration and other expenses
Paid to companies in the PSG Group
PSG Corporate Services Proprietary Limited  30  2 
PSG Capital Proprietary Limited  401  373 
Grayston Elliot Proprietary Limited  114  45 

Paid to companies in the PSG Konsult Limited Group
Tradesure Marine Proprietary Limited –  93 

Paid to PSG unit trusts
Local unit trusts  57 631  47 660 
Offshore unit trusts  30 013  26 740 

 88 189  74 913 

The shareholding of directors and the directors’ remuneration is set out in the report of the board of directors.
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32. RELATED-PARTY TRANSACTIONS (continued)
Key management compensation
Key management is those persons who have authority and responsibility for planning, directing and controlling the activities of the group. 
Key management is considered to be the board of directors and the prescribed officers. For the detail of the audited directors’ and prescribed 
officers’ remuneration, refer to the report of the board of directors on pages 134 and 135.

During the 2013 financial year, preference share funding of R61.3 million was advanced to a related-party of Mr FJ Gouws, chief executive 
officer of PSG Konsult, by a subsidiary of PSG Group Limited. The proceeds from the preference share funding were utilised to acquire  
35 million shares in PSG Konsult Limited (the PSG Konsult shares). The preference share funding is repayable after seven years, carrying  
a fixed dividend rate of 8.5%, and the PSG Konsult shares serve as security. At the redemption date, should the market value of the  
PSG Konsult shares be less than the preference share funding redemption amount, the counterparty has an option to put the PSG Konsult 
shares to PSG Group Limited at an amount equal to the preference share funding redemption amount.

During the 2017 financial year, a non-executive director, Mr ZL Combi, obtained a margin facility loan on the standard terms which the 
group makes available to PSG Securities clients. As at 28 February 2018, the loan value was Rnil (2017: R8.1 million, with an effective 
interest rate of 10.5% applicable on the loan).
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33. NOTES TO THE STATEMENT OF CASH FLOWS

2018
R000

Restated1

2017
R000

33.1 Cash utilised in operations
Profit before finance costs and taxation  907 813  807 560 
Adjustment for non-cash items and other:

Depreciation of property and equipment  24 145  23 525 
Impairment charges  2 248  2 267 
Amortisation of intangible assets  45 580  55 470 
Interest received  (1 203 376) (961 504)
Dividends received  (423 476)  (381 849)
Share of profits of associated companies, net of dividend received and impairment  –  (32)
Share of losses/profits of joint ventures, net of dividend received  84  15 045 
Profit on disposal of property and equipment  (402)  (657)
Profit on disposal of intangible assets  (23)  (3 306)
Profit on disposal of investment property  –  (96)
Profit on disposal of interest in associated company  –  (68)
Loss on disposal of intangible assets  –  2 672 
Loss on disposal of property and equipment  91  275 
Net fair value gains on financial instruments  (2 069 137)  (959 842)
Fair value adjustment to investment contract liabilities  1 654 563  932 672 
Fair value adjustment to third-party liabilities  1 722 789  1 065 313 
Equity-settled share-based payment costs  36 079  28 224 
Net foreign exchange gains  7 225  (13 416)

 704 203 612 253

Changes in working capital
Receivables including insurance receivables  (375 358)  1 289 562 
Reinsurance assets  (8 578)  4 218 
Deferred acquisition costs  (747)  (1 062)
Deferred reinsurance acquisition revenue  (50)  (793)
Loans and advances  (1 066)  (7 878)
Trade and other payables  281 609  (1 110 379)
Other financial instruments  (2 225 571)  (1 830 008)
Third-party liabilities arising on consolidation of mutual funds  1 171 485  611 223 
Borrowings  (31 802)  (231 638)
Insurance contracts  (1 526)  (63 075)

 (487 401)  (727 577)

1 The comparative figures were restated, refer to note 36 for detail of the restatement.

33.2 Taxation paid
Charge to profit and loss  (256 221)  (203 416)
Movement in deferred taxation  (14 417)  (48 862)
Charge to other reserves  16 376  25 883 
Movement in net taxation asset/liability  (22 598)  (138 352)

 (276 860)  (364 747)
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33. NOTES TO THE STATEMENT OF CASH FLOWS (continued)
33.3 Reconciliation of movement in liabilities to the statement of cash flows

Bank loans
R000

Finance 
leases

R000

DMTN 
programme

R000

Other 
short-term 

loans
R000

Total
R000

Carrying value at 1 March 2017  31 802  3 463  –  2 526  37 791 
Cash flows – advance of borrowings  –  –  100 000  –  100 000 
Cash flows – repayment of borrowings1  (31 802)  (3 553) (4 718)  (59) (40 132)
Other non-cash movements  –  90 5 946  – 6 036
Carrying value at 28 February 2018  –  – 101 228  2 467 103 695

Cash flows relating to financing activities  –  (3 553)  100 000  (59)  96 388 
Cash flows relating to operating activities  (31 802)  – (4 718)  – (36 520)

 (31 802)  (3 553) 95 282  (59) 59 868

1 Includes both the capital repaid as well as the interest payments.

33.4 Acquisition of subsidiaries
For the year ended 28 February 2017

i) PSG Securities Limited (Mauritius)
PSG Konsult Limited, through its subsidiary PSG Wealth Limited (Mauritius), acquired a 100% interest in PSG Securities Limited 
(Mauritius), a registered stockbroker in Mauritius. The effective date of the transaction was 1 July 2016 following the fulfilment of 
suspensive conditions.

As part of this transaction, the non-controlling interest of PSG Holdings Limited (Mauritius) contributed R0.8 million to ensure that 
the acquisition did not have a dilutive effect on its shareholding.

Details of the net assets and goodwill acquired are as follows:
2017
R000

Cash consideration paid  2 600 
Less: Fair value of net assets acquired  (1 219)
Goodwill recognised on acquisition  1 381 

Cash consideration paid  2 600 
Cash and cash equivalents acquired  (1 131)
Net cash flow in the 2017 financial year  1 469 

The goodwill is attributable to the synergies unlocked after acquisition, the assembled workforce and the geographic presence.

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

 R000 

 Acquiree’s 
 carrying 
 amount 

 R000 

Intangible assets  629  – 
Property and equipment  8  8 
Equity securities  137  137 
Receivables including insurance receivables  3 502  3 502 
Current income tax assets  15  15 
Cash and cash equivalents (including money market investments)  1 131  1 131 
Deferred income tax liabilities  (176)  – 
Trade and other payables  (4 027)  (4 027)
Total identifiable net assets  1 219  766 
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33. NOTES TO THE STATEMENT OF CASH FLOWS (continued)
33.4 Acquisition of subsidiaries (continued)

ii) Acquisition of collective investment schemes
The group obtained control of the PSG Wealth Income Fund of Funds and the PSG Wealth Global Creator Feeder Fund during the 
2017 financial year. These funds were consolidated in accordance with IFRS 10 – Consolidated financial statements and are collective 
investment schemes managed by entities within the group.

Fund consolidated

PSG Wealth
Income Fund

of Funds

PSG Wealth
Global Creator

Feeder Fund

% interest in fund on effective date 30 30
Date of acquisition 31 August 2016 28 February 2017

Details of the net assets acquired are as follows:
2017
R000

2017
R000

Unit-linked investments  1 969 562  3 657 943 
Receivables including insurance receivables  34  1 848 
Cash and cash equivalents (including money market investments)  11 076  21 309 
Third-party liabilities arising on consolidation of mutual funds  (1 392 596)  (2 598 124)
Trade and other payables  (699)  (1 762)
Net asset value  587 377  1 081 214 
Fair value of interest held before the business combination  (587 377)  (1 081 214)
Total consideration paid  –  – 

Cash consideration paid  –  – 
Cash and cash equivalents acquired  (11 076)  (21 309)
Net cash flow in the 2017 financial year  (11 076)  (21 309)

The detail of the net assets acquired, as disclosed above, represent fair value. All the gross contractual receivables are expected  
to be collected.

The total income and profit and loss that were included in the consolidated income statement during the 2017 financial year, 
as a result of consolidating the PSG Wealth Income Fund of Funds, was R64.2 million and Rnil respectively. Had this fund been 
consolidated from 1 March 2016, additional income of R44.3 million and profit and loss of Rnil would have been recognised in  
the consolidated income statement.

Had the PSG Wealth Global Creator Feeder Fund been consolidated from 1 March 2016, total income of R79.5 million and profit and 
loss of Rnil would have been recognised in the consolidated income statement.

Summary of cash flows for the year ending 28 February 2017
2017
R000

i) PSG Securities Limited (Mauritius)  1 469 
ii) Acquisition of collective investment schemes

– PSG Wealth Income Fund of Funds  (11 076)
– PSG Wealth Global Creator Feeder Fund  (21 309)

Net cash inflow from acquisition of subsidiaries  (30 916)
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33.5 Non-current assets held for sale

For the year ended 28 February 2017
The group, through its subsidiary Western Group Holdings Limited, sold its 23% shareholding in Xinergistix Limited, the transport 
business. The effective date of the sale was 1 December 2016, and the investment was treated as a non-current asset held for sale 
on 29 February 2016.

Summary of cash flows for the year ended 28 February 2017
2017
R000

Xinergistix Limited1  41 516 
Net cash inflow  41 516 

1 Includes interest received of R2.6 million.

33.6 Investment property
For the year ended 28 February 2017
During the 2017 financial year, the group’s investments in Units 209, 210 and 211 of The Cliffs, were sold for R7.4 million.

33.7 Other acquisitions – standardising of revenue sharing model 

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.

As at 28 February 2018, there is no indication that any of the advisers, with whom these transactions were concluded, will not 
achieve the profit guarantee attached to the asset-for-share transactions. The fair value of the contingent consideration receivable  
is therefore Rnil on 28 February 2018.

For the year ended 28 February 2017
The group (through its subsidiaries PSG Wealth Financial Planning Proprietary Limited and PSG Multi Management Proprietary 
Limited) concluded various asset-for-share transactions (utilising section 42 of the Income Tax Act) 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 (14.9 million shares at an average of R6.86 per share) and a cash 
payment of R2.8 million by PSG Wealth Financial Planning Proprietary Limited 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 R11.3 million to our headline earnings during the 2017 financial year, net of amortisation cost  
of R6.6 million.

As at 28 February 2017, there is no indication that any of the advisers, with whom these transactions were concluded, will not 
achieve the profit guarantee attached to the asset-for-share transactions. The fair value of the contingent consideration receivable  
is therefore Rnil on 28 February 2017.
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33. NOTES TO THE STATEMENT OF CASH FLOWS (continued)

2018
R000

2017
R000

33.8 Cash and equivalents at end of the year
Cash and cash equivalents (including money market investments)  1 920 626  1 385 542 

34. 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 consolidated financial statements, other than the following:
• Shareholders are referred to PSG Konsult’s announcements made on 26 September 2017 and 12 February 2018 regarding the 

two acquisition agreements with Absa Insurance and Financial Advisers. All conditions precedent were met on the commercial and 
industrial short-term insurance brokerage business acquisition, and the transaction will be effective 1 June 2018. The agreement to 
acquire the remainder of the personal lines short-term insurance face-to-face advisory brokerage business is still in the early stages.

• Subsequent to 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. The cash component payment of approximately R47 million will be funded from 
existing cash resources.

• To further standardise the revenue sharing model and provide advisers with the opportunity to invest in the future of the group,  
PSG Konsult is pleased to advise that the group concluded further asset-for-share transactions in March 2018 with a number of its 
advisers through its subsidiary, PSG Wealth Financial Planning Proprietary Limited, in terms of section 42 of the Income Tax Act,  
No. 58 of 1962. These transactions, which were settled with a cash consideration of R24.6 million, will lead to a win-win situation  
for the group’s financial advisers and shareholders.

35. RISK MANAGEMENT
Risk management is a priority issue because it affects every part of the business. It is a pre-emptive process that allows the group to assess 
and analyse risk in an integrated fashion, identifying potential areas in advance and then proactively create processes and measures for 
compliance. PSG Konsult believes that risk management is key in ensuring the sustainability of the business model.

Fundamentally, the board of directors’ responsibility in managing risk is to protect the interests of all of the group’s stakeholders, being 
the shareholders, policyholders, employees, regulatory bodies and related parties, while increasing shareholder value. It fully accepts 
responsibility for risk management and internal controls, and in so doing the board of directors has deployed a number of control 
mechanisms to prevent and mitigate the potential impact of risk.

The primary responsibility for risk management at an operational level rests with the Exco. Management and various specialist board 
committees are tasked with integrating the management of risk into the day-to-day activities of the group. The group defines the roles, 
responsibility and accountability for managing, reporting and escalating risks and issues throughout the group by applying the three layers 
of defence approach, as set out in the risk report on page 111. This approach incorporates the oversight, management and assurance of risk 
management, essentially giving three independent views of risk in the organisation.

The group is continuously enhancing its risk management capabilities, particularly in line with SAM developments in anticipation of its 
pending implementation. Its framework, policies and support processes are regularly updated to reflect these enhancements.
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FINANCIAL RISK MANAGEMENT
Financial instruments are grouped into the following classes in order to facilitate effective financial risk management and disclosure in terms 
of IFRS 7 – Financial instruments: Disclosures and IFRS 13 – Fair value measurements:

2018 2017

ASSETS

Own 
balances

R000

Client-
related

balances 
R000

Total
R000

Own
balances

R000

Client-
related

balances 
R000

Total
R000

Financial assets carried at fair value 
through profit or loss
Designated
Equity securities  17 279  2 304 203  2 321 482  10 952  2 245 971  2 256 923 

Quoted  17 039  2 304 203  2 321 242  10 591  2 245 971  2 256 562 
Unquoted  240 –  240  361  –  361 

Debt securities  50 974  2 371 912  2 422 886  86 581  2 604 571  2 691 152 
Government debt securities – quoted  20 406  464 085  484 491  –  291 568  291 568 
Other debt securities – quoted  30 568  1 907 827  1 938 395  86 581  2 313 003  2 399 584 

Unit-linked investments  629 630  41 566 460  42 196 090  561 171  37 092 827  37 653 998 
Collective investment schemes  610 639  40 868 314  41 478 953  551 171  35 993 588  36 544 759 
Other unit-linked investments  18 991  698 146  717 137  10 000  1 099 239  1 109 239 

Investment in investment contracts –  14 798  14 798  –  15 521  15 521 

Held for trading
Derivative financial instruments –  8 854  8 854  –  14 593  14 593 

Equity traded derivatives –  8 854  8 854  –  14 593  14 593 

Financial assets carried at  
amortised cost
Held-to-maturity
Debt securities –  159 929  159 929  –  144 092  144 092 

Other debt securities – unquoted2 –  159 929  159 929  –  144 092  144 092 

Loans and receivables
Loans and advances1  134 202  –  134 202  134 308  –  134 308 

Secured  78 493  –  78 493  76 806  –  76 806 
Unsecured  55 709  –  55 709  57 502  –  57 502 

Reinsurance assets1  80 544  –  80 544  71 966  –  71 966 
Deferred acquisition costs1  4 820  –  4 820  4 073  –  4 073 
Receivables including insurance receivables1  277 091  1 594 284  1 871 375  226 589  1 278 033  1 504 622 

Trade receivables  112 507  199 034  311 541  56 029  16 379  72 408 
Receivables due from contract holders and 
reinsurers  87 057  –  87 057 86 386 – 86 386
Brokers and clearing houses and client 
accounts  –  1 372 631  1 372 631 – 1 230 502 1 230 502
Contracts for difference  –  22 619  22 619  –  31 152  31 152 
Receivables due from related parties  70 343  –  70 343  75 880  –  75 880 
Rental and other deposits and sundry 
debtors  7 184  –  7 184  8 294  –  8 294 

Cash and cash equivalents1  1 565 893  354 733  1 920 626  1 282 119  103 423  1 385 542 
Total financial and insurance assets  2 760 433  48 375 173  51 135 606  2 377 759  43 499 031  45 876 790 

1 Carrying value approximates fair value.
2 The unquoted debt securities were initially classified as quoted on date of recognition. However, when they were assessed by management as no longer meeting the 

definition of a quoted instrument, it was elected not to redesignate these instruments to loans and receivables.
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FINANCIAL RISK MANAGEMENT (continued)

2018 2017

LIABILITIES

Own 
balances

R000

Client-
related

balances 
R000

Total
R000

Own
balances

R000

Client-
related 

balances 
R000

Total
R000

Financial liabilities carried at fair 
value through profit or loss
Designated
Investment contracts  –  24 119 020  24 119 020  –  22 416 506  22 416 506 
Third-party liabilities arising on consolidation  
of mutual funds  –  22 585 256  22 585 256  –  19 690 982  19 690 982 
Trade and other payables  45 344  –  45 344  38 141  –  38 141 

Purchase consideration payable  45 344  –  45 344  38 141  –  38 141 

Held for trading
Derivative financial instruments  –  16 857  16 857  –  17 379  17 379 

Equity traded derivatives  –  16 857  16 857  –  17 379  17 379 

Financial liabilities carried at  
amortised cost
Borrowings1  2 467  101 228  103 695  5 989  31 802  37 791 

Secured  –  101 228  101 228  3 463  31 802  35 265 
Unsecured  2 467  –  2 467  2 526  –  2 526 

Investment contracts  –  159 929  159 929  –  144 092  144 092 
Insurance contracts  542 709  –  542 709  544 235  –  544 235 
Deferred reinsurance acquisition revenue1  3 681  –  3 681  3 731  –  3 731 
Trade and other payables1  404 168  1 392 883  1 797 051  357 674  1 198 270  1 555 944 

Accounts payable, accruals and
settlement control account  344 565  1 370 176  1 714 741  288 413  1 173 321  1 461 734 
Amounts due to intermediaries  17 254  –  17 254  20 224  –  20 224 
Amounts due to reinsurers  42 349  –  42 349  49 037  –  49 037 
Contracts for difference  –  22 707  22 707  –  24 949  24 949 

Total financial and insurance 
liabilities  998 369  48 375 173  49 373 542  949 770  43 499 031  44 448 801 

1 Carrying value approximates fair value.
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FINANCIAL RISK MANAGEMENT (continued)
The group’s activities expose it to a variety of financial risks: market risk (including price risk, currency risk, cash flow and fair value interest 
rate risk), credit risk and liquidity risk.

In addition to the shareholder asset and liability balances, known as ‘own balances’, the group has client-related assets and liabilities 
relating to the following stakeholders:

Policyholders of the linked investment contracts 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). Investment contracts included within 
financial liabilities on the statement of financial position are therefore fully matched by 
investments as analysed in note 16.

Third-party mutual fund investors 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.

CFD clients The group enters into contracts for difference with clients whereby the group provides 
leveraged exposure to equities specified by the clients. The holders of the contracts 
for difference carry the financial risk of these instruments and therefore a movement 
in the individual share prices, for example, would not have an impact on the group’s 
profit after taxation, but would result in a corresponding movement in the value of the 
contracts for difference liabilities.

Stockbroking clients Included under receivables are broker and clearing accounts at the stockbroking 
business which represents amounts owing by the JSE for trades conducted during the 
last few days before the end of the financial year. 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.

The financial risks arising from the client-related assets and liabilities are assumed by the respective stakeholders and therefore do not  
have a direct impact on the group’s profit after taxation. The movement in client-related balances will indirectly impact the fee which  
PSG Konsult receives for managing and administering assets on behalf of clients. This impact has been taken into consideration in the 
respective sensitivities performed.
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FINANCIAL RISK MANAGEMENT (continued)
Market risk
Market risk is the risk of an adverse financial impact due to changes in fair values or future cash flows of financial instruments from 
fluctuations in equity prices, foreign currency exchange rates and interest rates.

Summary of assets and liabilities subject to market risk
2018
R000

2017
R000

Assets
Price risk  44 517 572  39 910 921 

Equity securities  2 321 482  2 256 923 
Unit-linked investments  42 196 090  37 653 998 

Foreign exchange risk 7 977 163  2 602 129 
Equity securities  634 727  309 465 
Unit-linked investments  7 016 542  2 186 401 
Investment in investment contracts  –  15 521 
Loans and advances 1 450  1 151 
Reinsurance assets 95 –
Receivables including insurance receivables  216 161  23 423 
Cash and cash equivalents 108 188  66 168 

Interest rate risk  48 705 108  43 513 714 
Debt securities  2 582 815  2 835 244 
Unit-linked investments  42 196 090  37 653 998 
Loans and advances  134 202  134 308 
Receivables including insurance receivables  1 871 375  1 504 622 
Cash and cash equivalents  1 920 626  1 385 542 

Liabilities
Price risk  (43 870 663)  (39 338 798)

Investment contracts  (23 779 626)  (22 087 554)
Third-party liabilities arising on consolidation of mutual funds  (20 091 037)  (17 251 244)

Foreign exchange risk  (7 900 585)  (2 555 611)
Borrowings  (1 478)  (1 236)
Investment contracts  (2 927 267)  (2 245 162)
Third-party liabilities arising on consolidation of mutual funds  (4 969 382)  (304 152)
Trade and other payables  (2 458)  (5 061)

Interest rate risk  (46 491 294)  (41 621 964)
Borrowings  (103 695)  (37 791)
Investment contracts  (22 071 565)  (20 390 223)
Third-party liabilities arising on consolidation of mutual funds  (22 473 639)  (19 599 865)
Trade and other payables  (1 842 395)  (1 594 085)

Risk management
Refer to page 113 for the mitigating controls put in place as part of the risk management framework to address market risk.



203INTEGRATED REPORT 2018

GROUP FINANCIAL STATEMENTS

35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
Price risk
Equity securities
The group is exposed to price risk due to changes in the market values of its equity securities held by the group and classified on the 
consolidated statement of financial position either as available-for-sale or at fair value through profit or loss. 

Although the group follows a policy of diversification, some concentration of price risk towards certain sectors exists and is analysed below:

Investments linked to 
investment contracts

Direct investments – 
consolidated collective 

investment schemes
Direct investments –  

own balances

Composition of quoted equity 
securities

2018
R000

2017
R000

2018
R000

2017
R000

2018
R000

2017
R000

Agriculture  1 873  –  –  –  480  2 
Banks, financial services and insurance  813 786  767 281  52 750  60 477  7 491  3 849 
Basic resources  151 107  207 666  –  –  30  63 
Chemicals  49 787  43 907  6 269  –  511  26 
Construction and materials  11 204  28 783  9  –  997  1 525 
Food and beverages  96 552  14 358  3 541  7 070  1 338 477
Foreign listed shares  10 438  13 831  9 568  3 474  481 805
Healthcare  85 097  87 693  –  –  914  704 
Industrial goods and services  165 925  165 114  9 842  12 260  714 126
Media  137 585  83 336  –  –  540  281 
Oil and gas  8 500  –  –  1 842  84 –
Personal and household goods  116 392  121 039  7 741  –  970  1 048 
Property  246 486  44 345  –  –  1  1 
Retail  164 142  366 708  5 186  –  748  753 
Technology and telecommunications  127 077 205 313  11 362  5 994  1 376  768 
Travel and leisure  6 635  5 480  5 349  –  364  163 

 2 192 586  2 154 854 111 617  91 117  17 039 10 591

Included in the group’s quoted equity securities are those equity securities relating to: 
• investments linked to investment contracts amounting to R2 192.6 million (2017: R2 154.9 million); and
• equity securities relating to the consolidated collective investment schemes amounting to R111.6 million (2017: R91.1 million).

The price risk of these instruments is carried by the policyholders of the linked investment contracts and the third-party mutual fund 
investors, respectively.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
Price risk (continued)
Unit-linked investments
The group is exposed to price risk due to changes in the market values of the unit-linked investments held by the group and classified on the 
consolidated statement of financial position at fair value through profit or loss. 

Although the group follows a policy of diversification, some concentration of price risk towards certain asset types exists and is  
analysed below:

Investments linked to 
investment contracts

Direct investments – 
consolidated collective 

investment schemes
Direct investments –  

own balances

Composition of quoted unit-
linked investments 

2018
R000

2017
R000

2018
R000

2017
R000

2018
R000

2017
R000

Equity  4 233 664  3 339 794  6 274 888  5 254 111  3 552  1 443 
Multi-asset  14 701 904  13 819 510  12 767 049  11 811 077  511 063  427 077 
Real estate  277 221  389 159  –  –  –  – 
Interest bearing  1 676 105  1 284 998  937 483  94 939  96 024  122 451 
Other  –  –  –  –  –  200 

 20 888 894  18 833 461  19 979 420  17 160 127  610 639  551 171 

Included in the group’s unit-linked investments are those unit-linked investments relating to:
• investments linked to investment contracts amounting to R20.9 billion (2017: R18.8 billion); and
• unit-linked investments relating to the consolidated collective investment schemes amounting to R20.0 billion (2017: R17.2 billion).

The price risk of these instruments is carried by the policyholders of the linked investment contracts and the third-party mutual fund 
investors, respectively.

Sensitivity
The table below summarises the sensitivity of the group’s post-tax profit for the year as a result of market price fluctuations. The analysis is 
based on the assumption that marked-to-market prices increase/decrease by 20% (2017: 20%) taking into account the opposite move of 
the corresponding linked-liability in the case of the linked investment contracts, with all other variables held constant.

2018
20%

increase
R000

2017
20%

increase
R000

2018
20%

decrease
R000

2017
20%

decrease
R000

Impact on post-tax profit:
Equity securities  3 173  2 246  (3 173)  (2 246)
Unit-linked investments  21 431  13 364 (21 431)  (13 364)

 24 604  15 610  (24 604)  (15 610)
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
Foreign exchange risk
The group has limited investments in foreign operation, with net assets exposed to foreign currency translation risk. Transactions incurred by 
the group did not lead to a significant foreign exchange risk.

Almost all of the group’s subsidiaries have the South African rand as their functional currency. The group’s financial assets and liabilities 
denominated in foreign currency other than the functional currency are analysed according to geographical area in the following table: 

 At 28 February 2018

British
pound

sterling
R000

United
States
dollar
R000

Euro
R000

Other
currencies

R000
Total
R000

Financial assets 
Equity securities1  29 848  502 017  55 739  47 123  634 727 
Unit-linked investments1  –  7 016 526  16  –  7 016 542 
Loans and advances  1 053  –  – 397 1 450
Reinsurance assets  –  –  –  95  95 
Receivables including insurance 
receivables  2 269  203 629  1 202  9 061  216 161 
Cash and cash equivalents  9 812  92 125  583  5 668 108 188

Financial liabilities
Trade and other payables  (101)  –  –  (2 357)  (2 458)
Investment contracts  (24 771)  (2 815 329)  (55 333)  (31 834)  (2 927 267)
Third-party liabilities arising on 
consolidation of mutual funds  (10 235)  (4 941 349)  (5)  (17 793)  (4 969 382)
Borrowings (1 053) – –  (425)  (1 478)

6 822  57 619 2 202  9 935 76 578

1 Largely linked to policyholder and consolidated collective investment scheme investments and, as such, do not directly expose the group to foreign currency risk.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
Foreign exchange risk (continued)

At 28 February 2017

British
pound

sterling
R000

United
States
dollar
R000

Euro
R000

Other
currencies

R000
Total
R000

Financial assets 
Equity securities1  21 079  240 317  31 597  16 472  309 465 
Unit-linked investments1  –  2 185 902  499  –  2 186 401 
Investment in investment contracts1  2 965  10 614  1 942  –  15 521 
Loans and advances 909 – – 242 1 151
Receivables including insurance 
receivables  10 544  11 973  52  854  23 423 
Cash and cash equivalents  5 885  52 728  2 404  5 151  66 168 

Financial liabilities
Trade and other payables  (89)  (2 409)  (277)  (2 286)  (5 061)
Investment contracts  (18 586)  (2 177 492)  (35 777)  (13 307)  (2 245 162)
Third-party liabilities arising on 
consolidation of mutual funds  (8 016)  (292 303)  (5)  (3 828)  (304 152)
Borrowings  (909)  –  –  (327)  (1 236)

 13 782  29 330  435  2 971  46 518 

1 Largely linked to policyholder and consolidated collective investment scheme investments and, as such, do not directly expose the group to foreign currency risk.

Risk management
Management monitors this exposure and cover is used where appropriate. The group did not take cover on foreign currency transactions and 
balances during the financial years under review.

Sensitivity
The table below shows the sensitivity of post-tax profits of the group to a 20% (2017: 20%) move in the rand exchange rates. The analysis 
is based on the assumption that movements in the assets would be offset by a move in the corresponding linked-liability in the case of the 
linked investment contracts, with all other variables held constant.

2018
20%

appreciation
R000

2017
20%

appreciation
R000

2018
20%

depreciation
R000

2017
20%

depreciation
R000

Impact on post-tax profit  (12 166)  (7 516)  12 166  7 516 
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
Cash flow and fair value interest rate risk
The group’s interest rate risk arises from interest-bearing investments, loans and advances, receivables including insurance receivables,  
cash and cash equivalents, borrowings and trade and other payables. Borrowings and investments issued at variable rates expose the  
group to cash flow interest rate risk. Borrowings and investments issued at fixed rates expose the group to fair value interest rate risk. 
However, where the investments are held to back linked investment contract liabilities, the risk is transferred to the policyholders through  
the contract terms of the policy.

Short-term insurance liabilities are not directly sensitive to the level of market interest rates, as they are undiscounted, contractually  
non-interest bearing, and are short-term in nature.

2018 2017

Floating
rate

R000

Fixed
interest and
non-interest 

bearing
R000

Carrying 
value
R000

Floating
rate

R000

Fixed
interest and
non-interest 

bearing
R000

Carrying 
value
R000

Debt securities1  1 047 065  1 535 750  2 582 815  1 157 203  1 678 041  2 835 244 
Unit-linked investments2  100 263  42 095 827  42 196 090  50 928  37 603 070  37 653 998 
Loans and advances  94 347  39 855  134 202  97 342  36 966  134 308 
Receivables including 
insurance receivables3  141 284  1 730 091  1 871 375  164 114  1 340 508  1 504 622 
Cash and cash equivalents4  1 738 870  181 756  1 920 626  1 326 194  59 348  1 385 542 
Borrowings  (101 228)  (2 467)  (103 695)  (31 802)  (5 989)  (37 791)
Investment contracts  (974)  (22 070 591)  (22 071 565)  (14 212)  (20 376 011)  (20 390 223)
Third-party liabilities  
arising on consolidation  
of mutual funds  (1 050 774)  (21 422 865)  (22 473 639)  (1 058 399)  (18 541 466)  (19 599 865)
Trade and other payables  (22 707)  (1 819 688)  (1 842 395)  (24 949)  (1 569 136)  (1 594 085)

 1 946 146  267 668  2 213 814  1 666 419  225 331  1 891 750 

1 Debt securities of R483.6 million (2017: R443.3 million) are linked to policyholder investments, and R2.0 billion (2017: R2.3 billion) of the debt securities relate to the 
consolidated collective investment schemes and, as such, do not directly expose the group to interest rate risk.

2 Unit-linked investments of R21.6 billion (2017: R19.9 billion) are linked to policyholder investments, and R20.0 billion (2017: R17.2 billion) of the unit-linked investments 
relate to the consolidated collective investment schemes and, as such, do not directly expose the group to interest rate risk.

3 Receivables including insurance receivables of R199.0 million (2017: R16.4 million) relate to the consolidated collective investment schemes and, as such, do not directly 
expose the group to interest rate risk.

4 Cash and cash equivalents of R1.0 million (2017: R14.2 million) are linked to policyholder investments, and R267.8 million (2017: R135.0 million) of the cash and cash 
equivalents relate to the consolidated collective investment schemes and, as such, do not directly expose the group to interest rate risk.

Risk management
The group manages its cash flow interest rate risk by monitoring interest rates on a regular basis.

Sensitivity
Based on simulations performed, the impact on post-tax profit of a 1% (2017: 1%) shift in interest rates is analysed in the following table. 
The analysis is based on the assumption that movements in the assets would be offset by a move in the corresponding linked-liability in the 
case of the linked investment contracts, with all other variables held constant.

2018
1%

increase
R000

2017
1%

increase
R000

2018
1%

decrease
R000

2017
1%

decrease
R000

Impact on post-tax profit  14 012  11 998  (14 012)  (11 998)
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk
Credit risk arises from the inability or unwillingness of a counterparty to a financial instrument to discharge its contractual obligations.  
Credit risk comprises default, settlement and migration risk (if credit ratings change).

The table below shows the group’s maximum exposure to credit risk by class of asset at the end of each reporting period:

2018 2017

Balance
R000

Collateral
fair value

R000
Balance

R000

Restated
Collateral
fair value

R000

Debt securities  2 582 815 –  2 835 244  – 
Government debt securities – quoted  484 491  –  291 568  – 
Other debt securities – quoted  1 938 395  –  2 399 584  – 
Other debt securities – unquoted  159 929  –  144 092  – 

Investment in investment contracts  14 798  –  15 521  – 
Loans and advances  134 202  13 143  134 308  21 082 

Secured  78 493  13 143  76 806  21 082 
Unsecured  55 709  –  57 502  – 

Unit-linked investments  42 196 090  –  37 653 998  – 
Collective investment schemes  41 478 953  –  36 544 759  – 
Other unit-linked investments  717 137  –  1 109 239  – 

Derivative financial instruments  8 854  –  14 593  – 
Reinsurance assets  80 544  4 356  71 966  1 666 
Receivables including insurance receivables  1 871 375  114 061  1 504 622 129 174

Trade receivables  311 541  –  72 408  – 
Receivables due from contract holders and reinsurers  87 057  –  86 386  – 
Brokers and clearing houses and client accounts1  1 372 631  114 061  1 230 502 129 174
Contracts for difference  22 619  –  31 152  – 
Receivables due from related parties  70 343  –  75 880  – 
Rental and other deposits and sundry debtors  7 184  –  8 294  – 

Cash and cash equivalents  1 920 626  –  1 385 542  – 
 48 809 304  131 560  43 615 794 151 922

1 The comparatives were restated to include the fair value of the collateral held for client-related balances. There is security for the facilities which PSG Scriptfin provides  
to clients. Refer to page 209 for further detail.

The credit exposure is attributable to:
2018
R000

2017
R000

Own balances  2 738 334  2 362 734 
Client-related balances  46 070 970  41 253 060 

 48 809 304  43 615 794 

The value of policy benefits on linked business is directly linked to the fair value of the supporting assets and, as such, the group does  
not assume any credit risk on the linked policyholder assets, although it has a responsibility to manage these assets properly within  
set mandates.

Debt securities of R483.6 million (2017: R443.3 million), investment in investment contracts of R14.8 million (2017: R15.5 million), unit-
linked investments of R21.6 billion (2017: R19.9 billion) and cash and cash equivalents of R1.0 million (2017: R14.2 million) are linked to 
investment contracts and thus credit risk is carried by the policyholders of the linked investment contracts.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
At year-end, R2.0 billion (2017: R2.3 billion) of the debt securities, R20.0 billion (2017: R17.2 billion) of the unit-linked investments,  
R199.0 million (2017: R16.4 million) of the receivables including insurance receivables and R267.8 million (2017: R135.0 million) of the 
cash and cash equivalents relate to the collective investment schemes consolidated in terms of IFRS 10 – Consolidated financial statements. 
The group is exposed to the credit risk of the underlying assets in which the collective investment schemes are invested. The group’s 
exposure to collective investment schemes is classified at fund level and not at the underlying asset level, and although collective investment 
schemes are not rated, the fund managers of these collective investment schemes are required to invest in assets within the defined 
parameters stipulated in the fund’s mandate. These rules limit the extent to which fund managers can invest in unlisted and/or unrated 
assets and generally restrict funds to the acquisition of investment grade assets.

Risk management
Derivative counterparties and cash transactions are limited to high-credit-quality financial institutions. In the case of loans and advances, 
management would take or insist on collateral or other forms of securitisation as they deem fit. Credit limits, for each counterparty, are set 
based on default probabilities that are, in turn, based on the ratings of the counterparty concerned.

The shareholders’ capital in PSG Life Limited and Western Group Holdings Limited is primarily invested in cash or other highly liquid unit 
trust investments. All items that expose PSG Life Limited and Western Group Holdings Limited to credit risk are monitored by the credit 
committee. The credit committee reviews on a monthly basis the exposure of the group to external parties. As part of this meeting, a credit 
specialist reports to the committee whether any new information has become available in the market which indicates that the group should 
reconsider its exposure to that counterparty. As at February for each of the respective financial years, this committee did not note any 
significant concerns as to the exposure that this group has to any counterparties.

Refer to page 112 for the mitigating controls put in place as part of the risk management framework to address credit risk.

Security/collateral
For some assets, the group may obtain security in the form of guarantees, deeds of undertaking or letters of credit which can be called upon 
if the counterparty is in default under the terms of the agreement.

Loans and advances
The collateral held for the loans to short-term insurance clients by Hi-Five Corporate Finance Proprietary Limited, a subsidiary of Western 
Group Holdings Limited, is held in the form of warranties and guarantees. Refer to note 6 for more detail.

Brokers and clearing houses and client accounts
PSG Scriptfin provides facilities to qualifying retail clients (following a rigorous credit check process) based on the value of their share 
portfolios at PSG Securities. The balance outstanding as at 28 February 2018 is R114.1 million (2017: R129.2 million). The balance is 
secured by the underlying JSE Top 100 equity securities held, which are in excess of four times the value of the loan facilities.

Credit quality
The credit quality of financial assets, that are not past due, is assessed by reference to Moody’s external credit ratings (if available) or to 
historical information about counterparty default rates. Financial assets which fall outside Moody’s published rates or are rated by other 
external rating agencies are classified as ‘other rated assets’. The definitions regarding the various ratings are available on the relevant credit 
rating agencies’ (Moody’s, Fitch, S&P and Global Credit Rating) websites.

2018
R000

2017
R000

Government stock  484 491  291 568 
Aaa  22 670  16 306 
Aa1  35 778 –
Aa2  –  380 
A1  –  3 053 
A3  –  32 544 
P1  2 649 439  2 779 673 
P2  733  1 192 
Other rated assets  511 890  425 188 
Non-rated assets  2 055 922  1 901 549 
Unit-linked investments (including CIS)  43 048 381  38 164 341 

 48 809 304  43 615 794 

The credit risk associated with 44.9% (2017: 49.7%) of non-rated assets and unit-linked investments (including CIS) is assessed by reference 
to the investment mandates of linked policyholder investments, which specify what type of underlying investments can be purchased.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit quality (continued)
The table below analyses the group’s external credit rating by class of asset:

External credit rating External credit rating

2018

Government 
stock
R000

Aaa
R000

Aa2
R000

Aa3
R000

A3
R000

P1
R000

P2
R000

Unit-linked 
(incl. CIS)

R000

Other rated1 
assets

R000

Non-rated1 
assets

R000
Total
R000

Debt securities  484 491  22 670  35 778  –  –  1 622 983  –  –  387 273  29 620  2 582 815 
Government2  484 491  –  –  –  –  –  –  –  –  –  484 491 
Bank  –  –  22 183  –  –  1 564 652  –  –  322 338  –  1 909 173 
Other  –  22 670  13 595  –  –  58 331  –  –  64 935  29 620  189 151 

Investment in investment contracts – – – – –  –  –  –  –  14 798  14 798 
Loans and advances  –  –  –  –  –  –  –  –  –  134 202  134 202 

Secured  –  –  –  –  –  –  –  –  –  78 493  78 493 
Unsecured  –  –  –  –  –  –  –  –  –  55 709  55 709 

Derivative financial instruments  –  –  –  –  –  –  –  –  –  8 854  8 854 
Reinsurance assets  –  –  –  –  –  –  –  –  77 572  2 972  80 544 
Receivables including insurance receivables  –  –  –  –  –  –  –  –  22 555  1 848 820  1 871 375 

Trade receivables  –  –  –  –  –  –  –  4 451  307 090  311 541 
Receivables due from contract holders and 
reinsurers  –  –  –  –  –  –  –  –  18 104  68 953  87 057 
Brokers and clearing houses and client 
accounts  –  –  –  –  –  –  –  –  –  1 372 631  1 372 631 
Contracts for difference  –  –  –  –  –  –  –  –  –  22 619  22 619 
Receivables due from related parties  –  –  –  –  –  –  –  –  –  70 343  70 343 
Rental and other deposits and sundry debtors  –  –  –  –  –  –  –  –  –  7 184  7 184 

Unit-linked investments  –  –  –  –  –  –  –  42 196 090  –  –  42 196 090 
Collective investment schemes  –  –  –  –  –  –  –  41 478 953  –  –  41 478 953 
Other unit-linked investments  –  –  –  –  –  –  –  717 137  –  –  717 137 

Cash and cash equivalents  –  –  –  –  –  1 026 456  733  852 291  24 490  16 656  1 920 626 
 484 491  22 670  35 778 – –  2 649 439  733  43 048 381  511 890  2 055 922  48 809 304 

1 Refer to pages 214 and 215 for further detail on the ‘Other rated’ and ‘Non-rated’ assets.
2 The government debt securities relate to instruments issued by the RSA government, which has a Moody’s short-term rating of P3.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit quality (continued)
The table below analyses the group’s external credit rating by class of asset:

External credit rating External credit rating

2018

Government 
stock
R000

Aaa
R000

Aa2
R000

Aa3
R000

A3
R000

P1
R000

P2
R000

Unit-linked 
(incl. CIS)

R000

Other rated1 
assets

R000

Non-rated1 
assets

R000
Total
R000

Debt securities  484 491  22 670  35 778  –  –  1 622 983  –  –  387 273  29 620  2 582 815 
Government2  484 491  –  –  –  –  –  –  –  –  –  484 491 
Bank  –  –  22 183  –  –  1 564 652  –  –  322 338  –  1 909 173 
Other  –  22 670  13 595  –  –  58 331  –  –  64 935  29 620  189 151 

Investment in investment contracts – – – – –  –  –  –  –  14 798  14 798 
Loans and advances  –  –  –  –  –  –  –  –  –  134 202  134 202 

Secured  –  –  –  –  –  –  –  –  –  78 493  78 493 
Unsecured  –  –  –  –  –  –  –  –  –  55 709  55 709 

Derivative financial instruments  –  –  –  –  –  –  –  –  –  8 854  8 854 
Reinsurance assets  –  –  –  –  –  –  –  –  77 572  2 972  80 544 
Receivables including insurance receivables  –  –  –  –  –  –  –  –  22 555  1 848 820  1 871 375 

Trade receivables  –  –  –  –  –  –  –  4 451  307 090  311 541 
Receivables due from contract holders and 
reinsurers  –  –  –  –  –  –  –  –  18 104  68 953  87 057 
Brokers and clearing houses and client 
accounts  –  –  –  –  –  –  –  –  –  1 372 631  1 372 631 
Contracts for difference  –  –  –  –  –  –  –  –  –  22 619  22 619 
Receivables due from related parties  –  –  –  –  –  –  –  –  –  70 343  70 343 
Rental and other deposits and sundry debtors  –  –  –  –  –  –  –  –  –  7 184  7 184 

Unit-linked investments  –  –  –  –  –  –  –  42 196 090  –  –  42 196 090 
Collective investment schemes  –  –  –  –  –  –  –  41 478 953  –  –  41 478 953 
Other unit-linked investments  –  –  –  –  –  –  –  717 137  –  –  717 137 

Cash and cash equivalents  –  –  –  –  –  1 026 456  733  852 291  24 490  16 656  1 920 626 
 484 491  22 670  35 778 – –  2 649 439  733  43 048 381  511 890  2 055 922  48 809 304 

1 Refer to pages 214 and 215 for further detail on the ‘Other rated’ and ‘Non-rated’ assets.
2 The government debt securities relate to instruments issued by the RSA government, which has a Moody’s short-term rating of P3.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit quality (continued)
The table below analyses the group’s external credit rating by class of asset:

External credit rating External credit rating

2017

Government 
stock
R000

Aaa
R000

Aa2
R000

A1
R000

A3
R000

P1
R000

P2
R000

Unit-linked 
(incl. CIS)

R000

Other rated1

assets
R000

Non-rated1

assets
R000

Total
R000

Debt securities  291 568  16 306 –  3 053  32 544  1 932 829 – –  334 668  224 276  2 835 244 
Government2  291 568 – – – – – – – – –  291 568 
Bank –  – –  –  – 1 774 778 – – 282 221 25 857 2 082 856
Other –  16 306 –  3 053  32 544 158 051 – – 52 447 198 419 460 820

Investment in investment contracts – – – – – – – – –  15 521  15 521 
Loans and advances – – – – – – – – –  134 308  134 308 

Secured – – – – – – – – –  76 806  76 806 
Unsecured – – – – – – – – –  57 502  57 502 

Derivative financial instruments – – – – – – – – –  14 593  14 593 
Reinsurance assets – – – – – – – –  71 966 –  71 966 
Receivables including insurance receivables – –  380 – –  1 027 – –  14 531  1 488 684  1 504 622 

Trade receivables – –  380 – –  1 027 – –  3 392 67 609 72 408
Receivables due from contract holders and 
reinsurers – – – – – – – –  11 139  75 247  86 386 
Brokers and clearing houses and client 
accounts – – – – – – – – –  1 230 502  1 230 502 
Contracts for difference – – – – – – – – –  31 152  31 152 
Receivables due from related parties – – – – – – – – –  75 880  75 880 
Rental and other deposits and sundry debtors – – – – – – – – –  8 294  8 294 

Unit-linked investments – – – – – – –  37 653 998 – –  37 653 998 
Collective investment schemes – – – – – – –  36 544 759 – –  36 544 759 
Other unit-linked investments – – – – – – –  1 109 239 – –  1 109 239 

Cash and cash equivalents – – – – –  845 817  1 192  510 343  4 023  24 167  1 385 542 
 291 568  16 306  380  3 053  32 544  2 779 673  1 192  38 164 341  425 188  1 901 549 43 615 794

1 Refer to pages 214 and 215 for further detail on the ‘Other rated’ and ‘Non-rated’ assets.
2 The government debt securities relate to instruments issued by the RSA government, which has a Moody’s short-term rating of P3.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit quality (continued)
The table below analyses the group’s external credit rating by class of asset:

External credit rating External credit rating

2017

Government 
stock
R000

Aaa
R000

Aa2
R000

A1
R000

A3
R000

P1
R000

P2
R000

Unit-linked 
(incl. CIS)

R000

Other rated1

assets
R000

Non-rated1

assets
R000

Total
R000

Debt securities  291 568  16 306 –  3 053  32 544  1 932 829 – –  334 668  224 276  2 835 244 
Government2  291 568 – – – – – – – – –  291 568 
Bank –  – –  –  – 1 774 778 – – 282 221 25 857 2 082 856
Other –  16 306 –  3 053  32 544 158 051 – – 52 447 198 419 460 820

Investment in investment contracts – – – – – – – – –  15 521  15 521 
Loans and advances – – – – – – – – –  134 308  134 308 

Secured – – – – – – – – –  76 806  76 806 
Unsecured – – – – – – – – –  57 502  57 502 

Derivative financial instruments – – – – – – – – –  14 593  14 593 
Reinsurance assets – – – – – – – –  71 966 –  71 966 
Receivables including insurance receivables – –  380 – –  1 027 – –  14 531  1 488 684  1 504 622 

Trade receivables – –  380 – –  1 027 – –  3 392 67 609 72 408
Receivables due from contract holders and 
reinsurers – – – – – – – –  11 139  75 247  86 386 
Brokers and clearing houses and client 
accounts – – – – – – – – –  1 230 502  1 230 502 
Contracts for difference – – – – – – – – –  31 152  31 152 
Receivables due from related parties – – – – – – – – –  75 880  75 880 
Rental and other deposits and sundry debtors – – – – – – – – –  8 294  8 294 

Unit-linked investments – – – – – – –  37 653 998 – –  37 653 998 
Collective investment schemes – – – – – – –  36 544 759 – –  36 544 759 
Other unit-linked investments – – – – – – –  1 109 239 – –  1 109 239 

Cash and cash equivalents – – – – –  845 817  1 192  510 343  4 023  24 167  1 385 542 
 291 568  16 306  380  3 053  32 544  2 779 673  1 192  38 164 341  425 188  1 901 549 43 615 794

1 Refer to pages 214 and 215 for further detail on the ‘Other rated’ and ‘Non-rated’ assets.
2 The government debt securities relate to instruments issued by the RSA government, which has a Moody’s short-term rating of P3.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit quality (continued)
The other rated assets can be broken down as follows:

Class of financial assets Rating agency
External 
credit rating

2018
R000

2017
R000

Receivables including insurance receivables Fitch AA+(zaf) to A+(zaf)  766  876 
Receivables including insurance receivables S&P AAA(za) to A-(za)  18 887  11 620 
Debt securities Fitch AA+(zaf) to A(zaf)  52 629  14 096 
Debt securities Global Credit Rating A1(za) to AA-(za) –  32 227 
Debt securities S&P A2(za) to B(za)  147 707  282 222 
Cash and cash equivalents (including money  
market investments) Global Credit Rating A+(za) to A(za)  24 490  4 023 
Reinsurance assets S&P AA-(za) to A-(za)  77 572  68 790 

322 051  413 854 
Debt securities Moody’s1 Baa1(za) to NP(za)  186 937  6 123 
Receivables including insurance receivables Moody’s1 Baa1(za) to Ba1(za)  2 902  2 035 
Reinsurance assets Moody’s1 Ba1(za) –  3 176 

 511 890  425 188 

1 Moody’s ratings of financial assets which fell out of the range disclosed in the Moody’s credit rating table disclosed on the previous pages.

Debt securities
Of the non-rated debt securities of R29.6 million (2017: R224.3 million), R6.5 million (2017: R137.7 million) relates to client-related 
balances, and as such does not expose the business to the credit risk of these securities.

Investment in investment contracts
The investment in investment contracts is an amount invested with a foreign insurer and is linked to the investment contract liability 
therefore the credit risk is carried by the policyholder.

Loans and advances
Loans and advances consist mainly of amounts due from short-term insurance clients, financial advisers and other group companies:
• Balances due from short-term insurance clients are monitored against the collateral provided in the form of the underlying investments 

held, with Hi-Five Corporate Finance Proprietary Limited allowed to execute its security in case of default on the repayment terms.
• Balances due from financial advisers are monitored against the income generated by these advisers to ensure sufficient collateral for 

the amounts owed is available. 
• Amounts due from other group companies are monitored by the holding company to ensure that adequate income is generated by the 

related company to repay the loan when required.

Derivative financial instruments
These represent CFDs facilitated by PSG Securities between the client and RMB and, as such, the client bears the credit risk.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit quality (continued)
Receivables including insurance receivables
Non-rated receivables including insurance receivables consist mainly of:
• Balances due from brokers and clearing houses which are settled within five days after the transaction occurred in terms of the clearing 

house rules of the JSE.
• Contracts for difference consisting of collateral assets and margin accounts held by the underlying banking institutions on behalf  

of clients.
• Non-rated receivables due from contract holders and reinsurers amounted to R69.0 million (2017: R75.2 million). The group is 

protected by guarantees provided by the Intermediary Guarantee Facility for the non-payment of premiums collected by intermediaries 
and through direct control over certain bank accounts used by intermediaries. The protected portion of non-rated receivables due from 
contract holders, intermediaries and reinsurers amounts to 47.02% (2017: 37.09%). Debtors falling into the ’non-rated’ category are 
managed on a daily basis to ensure recoverability of amounts.

• Receivables due from related parties relate mainly to the February management and performance fees due from the PSG collective 
investment schemes, which are settled within a week of the financial year-end.

• Other receivables consist mainly of commission and other fee income due from third-party asset management and insurance 
companies, fees due from the JSE, as well as policyholder receivables due from investment houses (in the case where policy matured  
or redeemed by policyholder). These receivables are assessed individually for any indications that the counterparties might not be able 
to honour their commitments. The risk of default is low as it relates to reputable financial services institutions.

• Of the non-rated trade receivables of R307.1 million (2017: R67.6 million), R199.0 million (2017: R16.4 million) relates to client-
related balances, and, as such, does not expose the business to the credit risk of these assets.

Cash and cash equivalents
The non-rated cash and cash equivalents relate mainly to cash on hand and the PSG Securities trading account. The cash held in the trading 
account is highly liquid, earns competitive interest yield and has a weighted average maturity of less than 90 days.

Impairment history
Receivables are tested for impairment using a variety of techniques including assessing credit risk and monthly monitoring of individual 
debtors. At the reporting date, R2.5 million (2017: R1.0 million) of receivables due from contract holders and reinsurers and R0.3 million 
(2017: R0.6 million) of trade receivables were found to be impaired. As at 28 February 2018, R5.1 million (2017: R6.2 million) of unsecured 
loans to advisers and R7.8 million (2017: R2.6 million) of other unsecured loans were impaired.

There are no financial assets (2017: Rnil) which are past due but not impaired.
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Concentration
Although the group follows a policy of diversification, some concentration of credit risk towards certain counterparties exists:
• A large portion of the quoted debt securities is invested in the four largest South African banks, and relates to investments linked to 

investment contracts and the consolidated collective investment schemes.
• Reinsurance assets and amounts due from reinsurers are largely due from Santam RE and African RE, refer to the ‘Reinsurance credit 

exposures’ section below for further detail.
• The derivative financial instruments and contracts for difference represent client assets relating to the stockbroking business and are 

held mainly with RMB.
• The cash and cash equivalents predominantly relate to the group’s investment in the PSG Money Market Fund and balances at the 

larger South African banks.

The investment committee closely monitors the performance and concentration of the shareholder assets to ensure that the group is not 
overly exposed to a particular counterparty.

The collective investment schemes consolidated in terms of IFRS 10 – Consolidated financial statements are managed in terms of the 
respective fund mandates.

Reinsurance credit exposures
Reinsurance is used to manage insurance risk. However, this does not discharge the group’s liability as primary insurer. If a reinsurer fails 
to pay a claim for any reason, the group remains liable for the payment to the policyholder. The group has some exposure to concentration 
risk with individual reinsurers due to the nature of the reinsurance market and the restricted range of reinsurers that have acceptable credit 
ratings. The creditworthiness of reinsurers is considered annually by reviewing their financial strength prior to finalisation of any contract.  
The group’s largest reinsurance counterparties are African RE and Santam RE (2017: African RE and Santam RE). This exposure is monitored 
on a regular basis with the forecast to completion monitored for any shortfall in the claims history to verify that the contract is progressing 
as expected and that no further exposure for the group will arise. The reinsurance receivable balances, disclosed as ’non-rated’ on a group 
level, relate to reinsurance intermediaries.

The following table presents the concentration risk with the individual reinsurers at 28 February:

2018 
R000 %

 2017
R000 %

African RE  38 786  48  34 395  48 
Santam RE  38 786  48  34 395  48 
Namib RE  2 972  4  3 176  4 
Reinsurance assets  80 544  100  71 966  100 

African RE  9 052  44  5 228  44 
Santam RE  9 052  44  5 228  44 
Namib RE  1 314  6  683  6 
Other  1 208  6  626  6 
Amounts due from reinsurers  20 626  100  11 765  100 

 101 170  83 731

Financial liabilities designated at fair value through profit and loss
Certain financial liabilities in the group’s statement of financial position, that would have otherwise been classified as payables under 
IAS 39 – Financial instruments: Recognition and measurement, have been designated at fair value through profit and loss. These include 
the following: investment contracts, third-party liabilities arising on consolidation of mutual funds and trade and other payables. The 
determination of fair value requires an assessment of PSG Konsult’s own credit risk.

The current year and cumulative fair value movements in these instruments were mainly due to market movements relating to the underlying 
instruments which back the related investment contracts and third-party liabilities, with no significant fair value movement attributable to 
credit risk.



217INTEGRATED REPORT 2018

GROUP FINANCIAL STATEMENTS

35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Financial liabilities designated at fair value through profit and loss (continued)
The investment contract liabilities relate to the group’s linked life business, therefore the fair value of the investment contract liabilities 
are directly linked to the underlying policyholder assets. PSG Konsult has considered the impact of the entity’s own credit risk and has 
determined the impact is not significant based on the liquidity and the underlying asset position which support such liabilities. PSG Konsult 
remains well capitalised and, accordingly, no adjustment to the valuation for credit risk has been made for the financial years under review.

PSG Konsult’s own credit risk is not applicable in the measurement of third-party financial liabilities arising on consolidation of mutual funds 
as these liabilities are specifically referenced to assets and liabilities contained in a separate legal structure (collective investments schemes) 
that could not be attached in the event of a group entity holding the controlling units defaulting.

PSG Konsult’s own credit risk is also not applicable in the measurement of purchase consideration payable as the amount payable is directly 
linked to the underlying book of business acquired and its profitability over a contracted period and not that of the group.

Liquidity risk
Liquidity risk is the risk that the group will not be able to raise sufficient funds to meet the commitments associated with its liabilities.  
This risk arises when investments are not marketable and therefore cannot be realised in the short term.

The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining period at the statement 
of financial position date to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
Balances due within 12 months equal their carrying values as the impact of discounting is not significant.

At 28 February 2018

Carrying
value
R000

Less than
1 year

R000

Between
1 and 5 years

R000

Over
5 years

R000

Borrowings
Secured  101 228  9 349  114 015  – 
Unsecured  2 467  2 467  –  – 

Derivative financial instruments  16 857  16 857  –  – 
Investment contracts  24 278 949  4 328 997  19 949 952  – 
Insurance contracts  542 709  521 158  21 551  – 
Deferred reinsurance acquisition revenue  3 681  3 681  –  – 
Third-party liabilities arising on consolidation of  
mutual funds  22 585 256  22 585 256  –  – 
Trade and other payables

 Accounts payable, accruals and settlement  
control account  1 714 741  1 714 741  –  – 
Amounts due to intermediaries  17 254  17 254  –  – 
Amounts due to reinsurers  42 349  42 349  –  – 
Contracts for difference  22 707  22 707  –  – 
Purchase consideration payable  45 344  35 416  9 928  – 

 49 373 542  29 300 232  20 095 446  – 



PSG KONSULT LIMITED218

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018

35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk (continued)

At 28 February 2017

Carrying
value
R000

Less than
1 year

R000

Between
1 and 5 years

R000

Over
5 years

R000

Borrowings
Secured  35 265  35 265  –  – 
Unsecured  2 526  2 526  –  – 

Derivative financial instruments  17 379  17 379  –  – 
Investment contracts  22 560 598  2 213 287  20 347 311  – 
Insurance contracts  544 235  520 836  23 399  – 
Deferred reinsurance acquisition revenue  3 731  3 731  –  – 
Third-party liabilities arising on consolidation of 
mutual funds  19 690 982  19 690 982  –  – 
Trade and other payables

Accounts payable, accruals and settlement control 
account  1 461 734  1 456 550  5 184  – 
Amounts due to intermediaries  20 224  20 224  –  – 
Amounts due to reinsurers  49 037  49 037  –  – 
Contracts for difference  24 949  24 949  –  – 
Purchase consideration payable  38 141  16 931  21 210  – 

 44 448 801  24 051 697  20 397 104  – 

Investment contract liabilities
The value of the investment contract liabilities is linked to the value of the underlying matching assets portfolio. Equity securities  
of R2.2 billion (2017: R2.2 billion), debt securities of R483.6 million (2017: R443.3 million), unit-linked investments of R21.6 billion  
(2017: 19.9 billion), investment in investment contracts of R14.8 million (2017: R15.5 million) and cash and cash equivalents of R1.0 million 
(2017: R14.2 million) are linked to investment contract liabilities.

With regard to the linked investment policy business, it is the group’s policy to pay a policyholder once the amount disinvested has been 
collected. Accordingly, the underlying assets’ maturity profile should approximate that of the investment contracts. The investment contracts 
do not expose the group to significant liquidity risk. The investment policy and mandates take the expected liquidity cash flow into account. 
By limiting the cash flow mismatch, the risk of premature realisation of assets or reinvestment of excess cash is mitigated. In addition, 
investment guidelines and limits are used to limit exposure to illiquid assets. With regard to the investments linked to guaranteed investment 
contracts, these products have very specific guaranteed repayment profiles. The expected liability outflow is matched by assets that provide 
the required cash flows as and when they become payable.

Third-party liabilities arising on consolidation of mutual funds
Third-party liabilities arising on consolidation of mutual funds represent demand liabilities of collective investment scheme interests not 
held by the group arising as a result of consolidation. Maturity analysis is not possible as it is dependent on external unitholders’ behaviour 
outside of the group’s control.

Insurance contracts
The group is exposed to daily calls on its available cash resources, mainly from claims arising from short-term insurance contracts through 
its subsidiary, Western Group Holdings Limited. Liquidity risk is the risk that cash may not be available to pay obligations when due at a 
reasonable cost. Management actively manages the maturity profile of investments made in order to meet obligations. Investments are only 
made at reputable institutions and in short-duration instruments.

Trade and other payables
Included in trade and other payables is the settlement control account of R1.2 billion (2017: R1.0 billion), which represents the settlement 
of trades done by clients in the last few days before year-end, with the settlement to the clients taking place within three days after the 
transaction date. The settlement control account is matched with current assets in the form of the broker and clearing accounts and cash and 
cash equivalents (if portion was received from the JSE before year-end), which reduces the liquidity risk.
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FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk (continued)

 

Suretyship
The group has provided suretyship in favour of the noteholders of the notes issued in terms of the DMTN programme. The balance owing  
as at 28 February 2018 is R101.2 million (2017: Rnil), and the fair value of the financial guarantee was Rnil (2017: Rnil) as the possibility  
of losses from this guarantee is remote. Management monitors this exposure on a monthly basis against the performance of the Scriptfin 
loan book.

Financing facilities
The group has access to the following undrawn borrowing facilities at the end of the financial year:
• A recourse facility from Investec Bank Limited of R150.0 million (2017: R144.0 million).
• An approved DMTN programme of R3.0 billion (2017: Rnil) of which only R100.0 million (2017: Rnil) has been utilised.
• An undrawn overdraft facility of R50.0 million (2017: R50.0 million) with Absa Bank Limited.

Risk management
Refer to page 113 for the mitigating controls put in place as part of the risk management framework to address liquidity risk.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through an 
adequate amount of committed credit facilities and the ability to close out market positions. Due to the dynamic nature of the underlying 
businesses, each entity aims to maintain flexibility in funding by keeping committed credit lines available.

Fair value estimation
Financial instruments that are measured in the statement of financial position at fair value are disclosed by level based on the following fair 
value measurement hierarchy, as required by IFRS 7 – Financial instruments and IFRS 13 – Fair value measurement:
• Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities
  The fair value of financial instruments traded in active markets is based on quoted market prices at the reporting date. A market is 

regarded as active if quoted prices are readily and regularly available from an exchange, dealer, broker, industry group, pricing service or 
regulatory agency, and those prices represent actual and regularly occurring market transactions on an arm’s-length basis. The quoted 
market price used for financial assets held by the group is the current bid price. Instruments included in level 1 comprise primarily JSE 
equity investments classified as at fair value through profit and loss or available-for-sale.

• Level 2 – Input other than quoted prices included within level 1 that are observable for the asset or liability, 
either directly (that is, as prices) or indirectly (that is, derived from prices)

  Financial instruments that trade in markets that are not considered to be active but are valued (using valuation techniques) based on 
quoted market prices, dealer quotations or alternative pricing sources supported by observable input are classified within level 2. As 
level 2 investments include positions that are not traded in active markets and/or are subject to transfer restrictions, valuations may 
be adjusted to reflect illiquidity and/or non-transferability, which are generally based on available market information. If all significant 
input required to fair value an instrument is observable, the instrument is included in level 2.

• Level 3 – Input for the asset or liability that is not based on observable market data (that is,  
unobservable input)

  If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. Investments 
classified within level 3 have significant unobservable input, as they trade infrequently. 
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FINANCIAL RISK MANAGEMENT (continued)
Fair value estimation (continued)
Valuation techniques and assumptions used in determining the fair value of level 2 instruments
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:

Instrument Valuation basis/techniques Main assumptions

Derivative financial instruments Exit price on recognised OTC platforms Not applicable
Debt securities Valuation model that uses the market inputs  

(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 based  
on the net asset value of the fund

Not applicable – daily prices are  
publicly available

Investment in investment contracts Unit prices are obtained from the insurer of the particular  
investment contract

Not applicable – prices provided 
by registered long-term insurers

Investment contracts 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 based  
on the net asset value of the fund

Not applicable – daily prices are  
publicly available

Unit-linked investments, investments in investment contracts and debt securities are mostly held to match investment contract liabilities and, 
as such, any change in measurement would result in a similar adjustment to investment contract liabilities. The group’s overall profit or loss 
is therefore not materially sensitive to the input of the models applied to derive fair value.

Valuation techniques and assumptions used in determining the fair value of level 3 instruments
Equity instruments relate to stock exchange rights and other rights owned. As these rights are unquoted, the valuation technique is based 
on the fact that the variability in the range of reasonable fair value estimates is not significant for this instrument and that the fair value of 
these rights is estimated to be equal to the guaranteed amount receivable for these rights, thus equalling the cost.

Unit-linked investments and debt securities relate to units and debentures held in hedge funds and are priced monthly. The group has 
determined that the reported net asset value represents fair value at the end of the reporting period. 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. The group’s overall profit or loss is therefore not materially sensitive to 
the input of the models applied to derive fair value.

Purchase consideration payable classified within level 3 has significant unobservable input, as the valuation technique used to determine 
the fair values takes into account the probability (at year-end) that the contracted party will achieve the profit guarantee as stipulated in the 
business agreement.
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FINANCIAL RISK MANAGEMENT (continued)
Fair value estimation (continued)
Fair value hierarchy
The following financial instruments are measured at fair value:

Level 1
R000

Level 2
R000

Level 3
R000

Total
R000

At 28 February 2018
Assets
Financial assets carried at fair value through profit  
or loss

Derivative financial instruments –  8 854 –  8 854 
Equity securities  2 321 235  7  240  2 321 482 

Listed and quoted  2 321 235  7  –  2 321 242 
Unquoted  –  –  240  240 

Debt securities  922 377  1 500 509  –  2 422 886 
Government debt securities – quoted  254 789  229 702  –  484 491 
Other debt securities – quoted  667 588  1 270 807  –  1 938 395 

Unit-linked investments  –  41 478 953  717 137  42 196 090 
Collective investment schemes  –  41 478 953  –  41 478 953 
Other unit-linked investments  –  –  717 137  717 137 

Investment in investment contracts  –  14 798  –  14 798 
 3 243 612  43 003 121  717 377  46 964 110 

Liabilities
Financial liabilities carried at fair value through profit 
or loss

Derivative financial instruments  – 16 857  – 16 857
Investment contracts  – 23 420 874 698 146 24 119 020
Purchase consideration payable  –  – 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

At 28 February 2017
Assets
Financial assets carried at fair value through profit  
or loss

Derivative financial instruments  –  14 593  –  14 593 
Equity securities  2 256 555  7  361  2 256 923 

Listed and quoted  2 256 555  7  –  2 256 562 
Unquoted – – 361 361

Debt securities  1 004 941  1 686 211  –  2 691 152 
Government debt securities – quoted  229 413  62 155  –  291 568 
Other debt securities – quoted  775 528  1 624 056  –  2 399 584 

Unit-linked investments  –  36 544 759  1 109 239  37 653 998 
Collective investment schemes  –  36 544 759  –  36 544 759 
Other unit-linked investments  –  –  1 109 239  1 109 239 

Investment in investment contracts  –  15 521  –  15 521 
 3 261 496  38 261 091  1 109 600  42 632 187 

Liabilities
Financial liabilities carried at fair value through profit 
or loss

Derivative financial instruments  –  17 379  –  17 379 
Investment contracts  –  21 317 267  1 099 239  22 416 506 
Purchase consideration payable  –  –  38 141  38 141 
Third-party liabilities arising on consolidation of  
mutual funds  –  19 690 982  –  19 690 982 

 –  41 025 628  1 137 380  42 163 008 
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Fair value estimation (continued)
Level 3 financial instruments
The following tables present the changes in level 3 financial instruments during the reporting periods under review:

Unit-linked 
investments1

R000

Equity
securities

R000
Total
R000

Assets
Carrying value at 1 March 2016  1 308 984  240  1 309 224 
Additions  192 052  –  192 052 
Disposals  (423 345)  –  (423 345)
Acquisition of subsidiaries  –  137  137 
Gains recognised in profit or loss2  31 548  –  31 548 
Exchange differences  –  (16)  (16)
Carrying value at 28 February 2017  1 109 239  361  1 109 600 
Additions  487 832  –  487 832 
Disposals  (902 902)  (121)  (903 023)
Gains recognised in profit or loss2  22 968  –  22 968 
Carrying value at 28 February 2018  717 137  240  717 377 

1 Gains on these items were recognised in profit or loss under the line item ‘net fair value gains and losses on financial instruments’.
2 Gains recognised in profit or loss include unrealised gains of R90.6 million and realised losses of R67.6 million for the 2018 financial year (2017: unrealised losses of  

R32.7 million and realised gains of R64.2 million).

Purchase 
consideration

payable
R000

Investment 
contracts3

R000
Total
R000

Liabilities
Carrying value at 1 March 2016  5 297  1 298 984  1 304 281 
Additions  58 546  192 052  250 598 
Disposals  (25 702)  (423 345)  (449 047)
Losses recognised in profit or loss4  –  31 548  31 548 
Carrying value at 28 February 2017  38 141  1 099 239  1 137 380 
Additions  66 107  475 732  541 839 
Disposals  (58 896)  (903 109)  (962 005)
Exchange differences  (8)  –  (8)
Losses recognised in profit or loss4  –  26 284  26 284 
Carrying value at 28 February 2018  45 344  698 146  743 490 

3 Losses on these items were recognised in profit or loss under the line item ‘fair value adjustment to investment contract liabilities’.
4 Losses recognised in profit or loss include unrealised losses of R93.9 million and realised gains of R67.6 million for the 2018 financial year (2017: unrealised gains of  

R32.7 million and realised losses of R64.2 million).
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35. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Fair value estimation (continued)
Level 3 financial instruments (continued)
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:

2018 2017

Carrying
value
R000

Fair
value
R000

Carrying
value
R000

Fair
value
R000

Assets
Debt securities – held-to-maturity  159 929  159 038 144 092  141 481 

Liabilities
Investment contracts  159 929  159 038 144 092  141 481 

The fair value of financial assets and liabilities as above, which are measured at amortised cost, are categorised into the following fair  
value hierarchies:

Level 1
R000

Level 2
R000

Level 3
R000

Total
R000

At 28 February 2018
Assets
Debt securities – held-to-maturity – –  159 038  159 038 

Liabilities
Investment contracts – –  159 038  159 038 

At 28 February 2017
Assets
Debt securities – held-to-maturity  –  –  141 481  141 481 

Liabilities
Investment contracts  –  –  141 481  141 481 
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35. RISK MANAGEMENT (continued)
OFFSETTING
The group does not have any financial assets or financial liabilities that are currently subject to offsetting in accordance with IAS 32 – 
Financial instruments: Presentation. 

However, the derivative assets of R8.9 million (2017: R14.6 million) and derivative liabilities of R16.9 million (2017: R17.4 million) are 
subject to a master netting arrangement, with a net exposure of R8.0 million (2017: R2.8 million).

INSURANCE RISK 
Insurance activities expose the group to insurance risk (including pricing risk, reserving risk, underwriting risk and reinsurance risk).

Insurance risk is the risk that future claims and expenses will exceed the allowance for expected claims and expenses in the measurement of 
policyholder liabilities and in product pricing.

Long-term insurance contracts
The insurance risk that PSG Life Limited is exposed to arises from an annuitant book with 58 (2017: 62) policies which are in the process 
of being run off, with a total liability value of R21.6 million (2017: R23.4 million). The insurance risk associated with this line of business is 
longevity risk, as there is a risk of loss that could arise should annuitants live longer than expected.

The loss arises as a result of the company having undertaken to make regular payments to the policyholders for their remaining lives. 
The most significant risk on these liabilities is continued medical advances and improvement in social conditions that lead to longevity 
improvements being better than expected.

The group manages the longevity risk by making use of standard mortality tables in calculating the life expectancy of its annuitants. 
However, the risk is not seen as material due to the size of this annuitant book.

The profile of annuity amounts payable per life in respect of annuities is as follows:

2018 2017

Annuity amount per annum – R
 Number of 

annuities 

 Annual annuity 
exposure 

R000 
 Number of 

annuities 

 Annual annuity
exposure 

R000 

0 – 50 000  40  982  44  1 060 
50 000 – 100 000  12  831  12  809 
100 000 – 150 000  2  260  3  392 
150 000 – 200 000  3  501  2  333 
200 000 – 999 999 999  1  279  1  269 

The table above shows that the concentration risk is likely to be small given the number of lives and the annuity profile being heavily 
weighted to lower annuity amounts per annum.

In the measurement of annuitant liabilities, a margin as described in the accounting policies is subtracted from the best estimate mortality. 
The best estimate mortality includes an allowance for future mortality improvements.

Significant assumptions used in determining the policyholder liability on this annuitant book were as follows:
• Mortality table: 95.00% of a 55, less a three-year age adjustment
• Annuity bonus: based on 65% and 75% (2017: 65% and 75%) of the long-term FSB inflation curve for mCubed and Glenrand 

respectively, with 13th cheques allowed for mCubed policies; average future bonus rate of 4.7% (2017: 6.7%) per annum on Glenrand 
policies and 4.1% (2017: 5.8%) on mCubed policies

• Investment returns: based on the long-term FSB nominal yield curve effective 28 February 2018 and 28 February 2017
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35. RISK MANAGEMENT (continued)
INSURANCE RISK (continued)
Long-term insurance contracts (continued)
The investment strategy followed for assets held to cover these liabilities is to match the liability cash flows as closely as possible, given the 
availability of appropriate inflation-linked bonds. The targeted return of these portfolios is to earn returns which at least match inflation.  
This is reviewed by the investment committee as well as the statutory actuary of PSG Life Limited on at least an annual basis.

The group issues contracts that transfer insurance risk or financial risk or both. This section summarises these risks and the way the group 
manages them.

Short-term insurance contracts
The risk under any one insurance contract is the possibility that the insured event occurs and the uncertainty of the amount of the resulting 
claim. By the very nature of an insurance contract, the materialisation of risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the principal risk that the group 
faces under its insurance contracts is that the actual claims and benefit payments exceed the carrying amount of the insurance liabilities.  
This could occur when the frequency or severity of claims and benefits is greater than estimated. Insurance events are random and the actual 
number and amount of claims and benefits will vary from year to year from the estimate established using statistical techniques. Changing 
risk parameters and unforeseen factors, such as patterns of crime, economic and geographical circumstances, may result in unexpectedly 
large claims.

Pricing and reserving
The group bases its pricing policy on the theory of probability. Underwriting limits are set for underwriting managers and brokers to ensure 
that this policy is consistently applied. The group also has the right to reprice and change the conditions for accepting risks on renewal.  
It also has the ability to impose deductibles and reject fraudulent claims.

The group is exposed to accumulation risk in the form of geographical (large metropolitan areas), as well as class of business concentrations 
of risk. The risk appetite policy dictates how much capital the group is willing to put at risk in the pursuit of value. It is within this risk 
appetite framework that the reinsurance programme has been selected to mitigate accumulation risk within its portfolio.

The reinsurance arrangements include excess, stop-loss and catastrophe coverage.

Claim provisions for all classes of business are regularly reviewed to make sure they are sufficient. These analyses draw on the expertise and 
experience of a wide range of specialists, such as underwriting and accounting experts.

Capital adequacy management aims to manage the risk that the net technical reserves held on the statement of financial position to fund 
reported and future claims as well as their associated expenses may prove insufficient.

The group holds its technical reserves at the minimum levels of sufficiency in accordance with prudential guidelines and legal requirements. 
The group aims to be conservative in the holding of technical reserves to protect its capital.

Underwriting risk
Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative variability about the expected outcome 
will be. In addition, a more diversified portfolio is less likely to be affected across the board by a change in any subset of the portfolio. 
Factors that aggravate insurance risk include lack of risk diversification in terms of type and amount of risk, geographical location and type 
of industry covered.

The concentration of insurance risk in relation to the type of insurance risk accepted, as well as the relative geographical concentration of 
the risk is summarised in the table below:

2018 2017

Type of insurance risk Type of insurance risk

Geographical location
Motor

%
Non-motor

%
Motor

%
Non-motor

%

South Africa 47 53 54 46
Namibia 25 75 25 75

45 55 50 50
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35. RISK MANAGEMENT (continued)
INSURANCE RISK (continued)
Short-term insurance contracts (continued)
Underwriting risk (continued)
Of the group’s gross written premium of R1.2 billion for the year ending 28 February 2018 (2017: R1.0 billion), 91% (2017: 86%) was 
generated within South Africa and 9% (2017: 14%) within Namibia.

Refer to page 112 for mitigating controls put in place as part of the risk management framework to address underwriting risk.

Frequency and severity of claims
The frequency and severity of claims can be affected by several factors. The group manages these risks through its underwriting strategy, 
adequate reinsurance arrangements and proactive claims handling.

The underwriting strategy attempts to ensure that the underwritten risks are well diversified in terms of type and amount of risk, industry 
and geography.

Sources of uncertainty in the estimation of future claim payments
Claims are payable on a claims-occurrence basis. The group is liable for all insured events that occurred during the term of the contract,  
even if the loss is discovered after the end of the contract term. As a result, liability claims are settled over a long period of time, and a  
larger element of the claims provision relates to incurred but not reported claims. There are several variables that affect the amount and 
timing of cash flows from these contracts. These mainly relate to the inherent risks of the business activities carried out by the individual 
contract holders and the risk management procedures they adopted.

In calculating the estimated cost of unpaid claims (both reported and not), the group’s estimation techniques are a combination of loss-
ratio-based estimates (where the loss ratio is defined as the ratio between the ultimate cost of insurance claims and insurance premiums 
earned in a particular financial year in relation to such claims) and an estimate based upon actual claims experience using predetermined 
formulae where greater weight is given to actual claims experience as time passes.

Development of claims
Due to the nature of the insurance contracts, the uncertainty about the amount and timing of claims payments is typically resolved within 
one year.

CAPITAL RISK MANAGEMENT
The group’s objectives when managing capital are to safeguard the group’s ability to continue as a going concern in order to provide 
returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure. The group considers the optimal 
capital structure to be a structure in which the optimal level of capital is maintained in the most effective way by balancing the needs of 
shareholders, policyholders and regulators, with the main focus being one of maximising shareholder value. This requires the group to 
manage the levels of capital within each regulated entity in the group to keep these in line with the capital requirements for that entity, as 
well as to ensure that this reflects and is consistent with the group’s risk profile and risk appetite. In order to maintain or adjust the capital 
structure, the group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets 
to reduce debt.

When funding is required, management will consider the various forms of paper available for issue, taking into account current market 
conditions, anticipated trends in market indicators and the financial position of the group at the time. Management will consider issuing 
ordinary shares, or short-, long- or medium-term borrowings with variable or fixed rates accordingly.

PSG Konsult Limited facilitates the efficient deployment of capital to the various subsidiaries in the group. The company will therefore retain 
sufficient capital to satisfy the group’s risk appetite as well as to facilitate growth. The Exco and Manco provide oversight for the capital 
management of the group.

Certain subsidiaries have regulatory capital adequacy requirements as a result of the respective industries in which they operate.  
PSG Life Limited is required to hold a minimum amount of capital in order to reduce the policyholders’ exposure to the company’s liquidity 
risk. The FSB regularly reviews compliance with these minimum capital requirements as the regulatory authority. The company must maintain 
shareholders’ funds that will be sufficient to meet obligations in the event of substantial deviations from the main assumptions affecting 
the company’s business. Capital adequacy requirements were covered 1.68 times at 28 February 2018 (2017: 1.11 times). This ratio is 
determined in accordance with regulations and the guidelines issued by the Actuarial Society of South Africa.

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018
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35. RISK MANAGEMENT (continued)
CAPITAL RISK MANAGEMENT (continued)
The subsidiary of the group, Western Group Holdings Limited, operates in the short-term insurance industry. The objectives when managing 
capital are to safeguard its ability to continue as a going concern and to ensure optimal capital adequacy management in order to manage 
the risk that the net technical reserves held on the statement of financial position be sufficient to fund reported and future claims as well as 
their associated expenses. Capital management is done through reinsurance and reserving. The group is exposed to accumulation risk in the 
form of geographical (large metropolitan areas) as well as class of business concentrations of risk. The risk appetite policy dictates how much 
capital the group is willing to put at risk in the pursuit of value. It is within this risk appetite framework that the reinsurance programme 
has been selected to mitigate accumulation risk within its portfolio. The reinsurance arrangements include excess, stop-loss and catastrophe 
coverage. The group manages its capital requirements in accordance with the guidelines and statutory regulations of each regulator in the 
various jurisdictions. The group holds its technical reserves at the minimum levels of sufficiency in accordance with prudential guidelines and 
legal requirements. The group aims to be conservative in the holding of technical reserves to protect its capital.

The capital levels of the non-insurance companies and subsidiaries are based on operational requirements (subject to any regulatory capital 
requirements), taking into account new business targets.

REGULATORY CAPITAL DEVELOPMENTS
The FSB is in the process of introducing a new solvency regime for the South African long-term and short-term insurance industries to be 
in line with European standards. To achieve this, the FSB launched its SAM project during 2010. The basis of the SAM regime will be the 
principles of the Solvency II directive, as adopted by the European parliament, but adapted to specific South African circumstances where 
necessary. The intention of the FSB’s SAM project is to achieve third country equivalence status with the Solvency II regime.

It is expected that SAM will ultimately result in substantial changes to the South African insurance capital management landscape.  
The group is actively participating in the development and formulation of the new South African solvency standards and is also reviewing  
its internal economic capital models in light of local and international developments. The new Insurance Bill, which prescribes the SAM  
basis, was passed by the National Assembly during December 2017. The new Insurance Bill will also introduce group supervision for 
insurance groups.

PSG Konsult is strongly capitalised and already complies with the more stringent capital requirements of SAM.

GROUP RESTRICTIONS ON ASSETS AND LIABILITIES
The group does not have any significant restrictions on its ability to access or use its assets and settle its liabilities other than those required 
by supervisory regulatory frameworks.

GROUP CREDIT RISK
During July 2017, GCR affirmed the long-and short-term investment grade national scale ratings assigned to PSG Konsult of A-(ZA) and  
A1-(ZA) respectively, with a stable outlook.

FINANCIAL RISK INHERENT IN CONSOLIDATED MUTUAL FUNDS
The group consolidates a number of collective investment schemes as a result of exercising control over these funds, and the risk 
management framework is therefore applicable to the risk management of the fund. Refer to Annexure B for information on the mutual 
funds consolidated.

Because of the specific nature of the business of the schemes, the risk management principles may be applied differently to managing the 
risks relevant to the schemes from the way the overall financial risks are managed. This section describes how the financial risk management 
of the schemes differs from the overall financial risk management.

The management company of the scheme has a dedicated independent risk unit that continuously monitors the overall risk of the portfolios 
against stated mandate limits and the portfolio risk appetites over time. To avoid conflicts of interest, the unit is separate from the 
investment team and reports directly to the chief operating officer of the management company.

When considering any new investment for a scheme, the risks and expected returns are critical elements in the investment decision. Before 
an instrument is included in a portfolio, risks are carefully considered at instrument and portfolio level. The scheme mandate is also assessed.

A portfolio market risk appetite is measured as a function of current market conditions and a benchmark, which translates into a targeted 
tracking error that is monitored by the independent risk unit. Credit and liquidity risk are mitigated through diversification of issuers in line 
with the policy.
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36. RECLASSIFICATION AND RESTATEMENT OF PRIOR YEAR FIGURES
The following reclassification and restatement were applied to the 28 February 2017 results:

Fair value adjustment to third-party liabilities – reclassification
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 fund’s income and expenses on the consolidated income statement. The group 
previously disclosed the fair value adjustment to third-party liabilities, which arises as a result of the consolidation of mutual funds, as 
part of expenses on the face of the income statement. In order to align where on the income statement the group discloses the fair value 
adjustments and investment income of the underlying assets of the consolidated collective investment schemes, a decision was taken to 
reflect the fair value adjustment to third-party liabilities as part of total income.

Fee income – restatement
Management performed a detailed analysis of the fees received by PSG Securities Limited from the JSE. As part of this assessment, 
management investigated certain fees which were previously disclosed under investment income in the 28 February 2017 financial 
statements. Based on the findings, management decided to disclose these fees as commission and other fee income in order to more 
correctly reflect the nature of these fees received from the JSE.

The reclassification and 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. The financial effects of the reclassification and restatement are set out below:

As previously
stated

R000

Reclassification –
Fair value

adjustment
to third-party

liabilities
R000

Restatement –
fee income

R000
Restated

R000

Consolidated income statement
Total income
Commission and other fee income  2 560 814  –  45 278  2 606 092 
Investment income  1 389 064  –  (45 278)  1 343 786 
Fair value adjustment to third-party liabilities  –  (1 065 313)  –  (1 065 313) 

Total expenses
Fair value adjustment to third-party liabilities  (1 065 313)  1 065 313  –  – 

Consolidated statement of cash flows
Cash flows from operating activities
Cash utilised in operations  (772 855)  –  45 278  (727 577) 
Interest income  1 006 782  –  (45 278)  961 504 

NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 28 February 2018
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Shareholders
Number %

Shares held
Number %

37. SHARE ANALYSIS
Range of shareholding
1 – 50 000  3 207 85.4  25 091 043 1.9
50 001 – 100 000  166 4.4  11 446 501 0.9
100 001 – 500 000  230 6.1  49 322 037 3.7
500 001 – 1 000 000  53 1.4  38 217 773 2.9
Over 1 000 000  100 2.7  1 193 375 299 90.6

 3 756 100.0  1 317 452 653 100.0
Treasury shares  7  24 789 555 

 3 763  1 342 242 208 

Public and non-public shareholding
Non-public

Holding company  1 0.0  810 058 551 61.5
Directors and management  18 0.5  113 597 276 8.6

Public  3 737 99.5  393 796 826 29.9
 3 756 100.0  1 317 452 653 100.0

Individual shareholders holding 5% or more  
of shares in issue (net of treasury shares) at  
28 February 2018 
PSG Financial Services Limited  810 058 551 61.5
Coronation Asset Management  107 563 477 8.2

 917 622 028 69.7
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COMPANY STATEMENT OF FINANCIAL POSITION
as at 28 February 2018

Notes
2018
R000

2017
R000

ASSETS
Investment in subsidiaries 1  1 574 248  1 568 961 
Deferred income tax asset 2  12  11 
Loans and advances 3  469 781  380 856 
Receivables 4  766  141 
Cash and cash equivalents (including money market investments) 5  259 315  86 331 
Total assets  2 304 122  2 036 300 

EQUITY
Equity attributable to owners of the company
Stated capital 6  1 908 804  1 749 505 
Retained earnings  353 584  251 574 
Total equity  2 262 388  2 001 079 

LIABILITIES
Borrowings 7  6 851  6 851 
Trade and other payables 8  34 843  28 337 
Current income tax liability  40  33 
Total liabilities  41 734  35 221 

Total equity and liabilities  2 304 122  2 036 300 

COMPANY STATEMENT OF COMPREHENSIVE INCOME
for the year ended 28 February 2018

Notes
2018
R000

2017
R000

Investment income 9  319 354  313 521 
Net fair value gains and losses on financial instruments 10 –  (27) 
Total income  319 354  313 494 

Marketing, administration and other expenses 11  (823)  (841) 
Total expenses  (823)  (841) 

Profit before finance costs and taxation  318 531  312 653 
Finance costs 12  (19)  – 
Profit before taxation  318 512  312 653 
Taxation 13  (3 452)  (2 663) 
Profit for the year  315 060  309 990 

Total comprehensive income for the year  315 060  309 990 
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COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 28 February 2018

Stated
capital

R000

Retained
earnings

R000
Total
R000

Balance at 1 March 2016  1 446 604  123 234  1 569 838 

Comprehensive income
Total comprehensive income for the year –  309 990  309 990 

Transactions with owners  302 901  (181 650)  121 251 
Issue of ordinary shares  302 901 –  302 901 
Dividends paid –  (181 650)  (181 650) 

Balance at 28 February 2017  1 749 505  251 574  2 001 079 

Comprehensive income
Total comprehensive income for the year –  315 060  315 060 

Transactions with owners  159 299  (213 050)  (53 751) 
Issue of ordinary shares  159 299 –  159 299 
Dividends paid –  (213 050)  (213 050) 

Balance at 28 February 2018  1 908 804  353 584  2 262 388 

COMPANY STATEMENT OF CASH FLOWS
for the year ended 28 February 2018

Notes
2018
R000

2017
R000

Cash flows from operating activities
Cash utilised in operations 17. 1  (194)  (184 038) 
Interest income  12 354  9 541 
Dividend income  307 000  303 980 
Finance costs  (19) –
Taxation paid 17.2  (3 446)  (2 676) 
Net cash flow from operating activities  315 695  126 807 

Cash flows from investing activities
Investment in subsidiaries –  (1 877) 
Net cash flow from investing activities –  (1 877) 

Cash flows from financing activities
Dividends paid  (213 050)  (181 650) 
Issue of ordinary shares  70 339  81 959 
Net cash flow from financing activities  (142 711)  (99 691) 

Net increase in cash and cash equivalents  172 984  25 239 
Cash and cash equivalents at beginning of the year  86 331  61 092 
Cash and cash equivalents at end of the year 17.3  259 315  86 331 
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
for the year ended 28 February 2018

BASIS OF PREPARATION AND ACCOUNTING POLICIES
The basis of preparation and accounting policies of the company are the same as that of the group, as set out in Annexure A. These financial 
statements should be read in conjunction with the group financial statements.

1. INVESTMENT IN SUBSIDIARIES

2018
R000

2017
R000

Unlisted shares at cost less impairment  1 574 248  1 568 961 

Interest in subsidiaries acquired and sold
PSG Konsult Limited subscribed to an additional R5.3 million share issue of PSG Distribution Holdings Proprietary Limited during the 2018 
financial year. The share issue by PSG Distribution Holdings Proprietary Limited took place along with the asset-for-share transactions which 
were concluded in terms of section 42 of the Income Tax Act, as well as further revenue sharing arrangements with various advisers within 
the PSG Konsult Limited Group, through a wholly-owned subsidiary, PSG Wealth Financial Planning Proprietary Limited. The effective interest 
in PSG Distribution Holdings Proprietary Limited remained unchanged at 100%.

During the 2017 financial year, PSG Konsult Limited subscribed to an additional R146.0 million share issue of PSG Wealth Holdings 
Proprietary Limited. A share issue (R91.0 million) by PSG Wealth Holdings Proprietary Limited took place in March 2016, along with the 
asset-for-share transaction which was concluded on 17 March 2016 in terms of section 42 of the Income Tax Act, with various advisers 
within the PSG Konsult Limited Group, through a wholly-owned subsidiary, PSG Multi Management Proprietary Limited. A further share issue 
(R55.0 million) by PSG Wealth Holdings Proprietary Limited was concluded in September 2016. The effective interest in PSG Wealth Holdings 
Proprietary Limited remained unchanged at 100%.

PSG Konsult Limited subscribed to an additional R11.5 million share issue of PSG Distribution Holdings Proprietary Limited during the  
2017 financial year. The share issue by PSG Distribution Holdings Proprietary Limited took place along with the asset-for-share transactions 
which were concluded in terms of section 42 of the Income Tax Act, as well as further revenue sharing arrangements with various advisers 
within the PSG Konsult Limited Group, through a wholly-owned subsidiary, PSG Wealth Financial Planning Proprietary Limited. The effective 
interest in PSG Distribution Holdings Proprietary Limited remained unchanged at 100%.

PSG Konsult Limited subscribed to an additional R1.9 million share issue of PSG Konsult (Mauritius) Limited during July 2016. 

Impairment
An assessment for impairment was performed by comparing the carrying value of the individual subsidiaries with the calculated fair value 
less cost to sell. The fair value is determined by applying a price-earnings ratio to the profit after tax for each subsidiary for the respective 
financial years. The price-earnings ratios are determined with reference to similar listed companies as well as recent transactions concluded 
in the market and were determined as between 5.0 and 7.5 (2017: 5.0 and 7.5).

General
Refer to Annexure B for the schedule of interests in subsidiaries.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
for the year ended 28 February 2018

2. DEFERRED INCOME TAX

2018
R000

2017
R000

Deferred income tax asset  12  11 
Deferred income tax liability –  – 
Net deferred income tax asset 12  11 

Deferred income tax asset
To be recovered within 12 months 12  11 
To be recovered after 12 months –  – 

12  11 

The movement in the deferred income tax asset and liability during the year was as follows:

Deferred income tax asset
Provisions

R000
Total
R000

Carrying value at 1 March 2016  15  15 
Charge to profit or loss  (4)  (4) 
Carrying value at 28 February 2017  11  11 
Credit to profit or loss 1 1
Carrying value at 28 February 2018 12 12

Deferred income tax liability

Unrealised
foreign 

exchange
differences

R000
Total
R000

Carrying value at 1 March 2016  (4)  (4) 
Credit to profit or loss  4  4 
Carrying value at 28 February 2017  –  – 
Credit to profit or loss – –
Carrying value at 28 February 2018 – –

The deferred income tax asset and liability were calculated on all temporary differences under the liability method using the effective tax rate 
of 28% (2017: 28%). 

The recoverability of the deferred income tax asset was assessed as set out in the detailed accounting policies in Annexure A.
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3. LOANS AND ADVANCES

2018
R000

2017
R000

Loans to related parties (refer to note 16)  469 781  380 856 

Current portion  469 781  380 856 
Non-current portion –  – 

 469 781  380 856 

Loans to related parties are unsecured and include balances of R1.2 million and R53.1 million (2017: R1.2 million and R113.0 million) which 
accrue interest at prime and prime less 2% (2017: prime and prime less 2%) respectively and are repayable on demand. The remaining 
balance is unsecured, interest-free and repayable on demand.

The fair values of the loans and advances approximate their carrying values. Loans and advances are shown net of amounts which are not 
expected to be recoverable, and hence no significant credit risk exists.

The maximum exposure to credit risk at the reporting date is the fair value of the loans and advances mentioned above.

4. RECEIVABLES

2018
R000

2017
R000

Trade receivables  766  141 

Current portion  766  141 
Non-current portion –  – 

 766  141 

The receivables are interest-free and repayable on demand.

Receivables are assessed individually for any indications that the counterparty might not be able to honour its commitments. Nominal value 
less impairment provision of trade receivables is assumed to approximate its fair value.

No receivables are considered to be impaired (2017: Rnil). As at 28 February 2018, no receivables were past due but not impaired  
(2017: Rnil).

5. CASH AND CASH EQUIVALENTS (INCLUDING MONEY MARKET INVESTMENTS)

2018
R000

2017
R000

Cash at bank  364  425 
Money market investments  240 297  32 730 
Short-term deposits  18 654  53 176 

 259 315  86 331 

The effective-interest rate on cash and cash equivalents (including money market investments) was 7.38% (2017: 7.02%). The money 
market investments and the short-term deposits have an average maturity of 30 days or less.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
for the year ended 28 February 2018

6. STATED CAPITAL
Authorised
3 billion shares with no par value
(2017: 3 billion shares with no par value)

There were no changes to the authorised stated capital during the current reporting period (2017: no changes).

Issued

Number of 
shares

(thousands)

Stated
capital

R000

As at 1 March 2016  1 279 124  1 446 604 
Issue of ordinary shares  42 976  302 901 
As at 28 February 2017  1 322 100  1 749 505 
Issue of ordinary shares  20 142  159 299 
As at 28 February 2018  1 342 242  1 908 804 

The shares issued during the current financial year were to fulfil the company’s obligation towards the share options which vested on  
14 April 2017, 1 June 2017, 1 July 2017 and 1 August 2017 respectively, as well as the asset-for-share transactions detailed below.

During the year under review, the group, through its subsidiary PSG Wealth Financial Planning Proprietary Limited, concluded further 
asset-for-share transactions utilising section 42 of the Income Tax Act with a number of its advisers. This has allowed the group to further 
standardise the revenue sharing model with advisers and has also given them the opportunity to invest in the future of PSG Konsult.  
The transactions were settled with the issue of 0.6 million PSG Konsult shares at an average of R8.97 per share and a cash payment of 
R17.3 million by PSG Wealth Financial Planning Proprietary Limited.

The shares issued during the previous financial year were to fulfil the company’s obligation towards the share options which vested on  
15 April 2016, 1 June 2016, 1 July 2016, and 1 August 2016 respectively, as well as the asset-for-share transactions detailed below.

During the 2017 financial year, the group, through its subsidiaries PSG Wealth Financial Planning Proprietary Limited and PSG Multi 
Management Proprietary Limited, concluded further asset-for-share transactions utilising section 42 of the Income Tax Act with a number 
of its advisers. This has allowed the group to further standardise the revenue sharing model with advisers and has also given them the 
opportunity to invest in the future of PSG Konsult. The transactions were settled with the issue of 14.9 million PSG Konsult shares at an 
average of R6.86 per share and a cash payment of R2.8 million by PSG Wealth Financial Planning Proprietary Limited.

All shares issued by the company were fully paid. The unissued shares in the company are placed under the control of the directors  
until the next AGM. The directors are authorised to buy back shares under general approval, subject to certain limitations and the  
JSE Listings Requirements.

7. BORROWINGS

2018
R000

2017
R000

Related-party loans (refer to note 16)  6 851  6 851

Current portion  6 851  6 851 
Non-current portion – –

 6 851  6 851 

The related-party loans are unsecured, interest-free and repayable on demand.

The carrying value of the borrowings approximates their fair value.
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8. TRADE AND OTHER PAYABLES

2018
R000

2017
R000

Trade payables  34 836  28 330 
VAT payable  7  7 
Total trade and other payables1  34 843  28 337 

Current portion  34 843  28 337 
Non-current portion –  – 

 34 843  28 337 

1 Includes non-financial liabilities of R0.007 million (2017: R0.007 million).

The carrying amount of trade and other payables approximates their fair value.

9. INVESTMENT INCOME

2018
R000

2017
R000

Interest income 
Interest received from related parties (refer to note 16)  9 961  8 170 
Cash and short-term funds  2 393  1 371 

 12 354  9 541 

Dividend income
Dividend income from subsidiaries (refer to note 16)  307 000  303 980 

Investment income  319 354  313 521 

10. NET FAIR VALUE GAINS AND LOSSES ON FINANCIAL INSTRUMENTS

2018
R000

2017
R000

Foreign exchange losses –  (27) 

11. MARKETING, ADMINISTRATION AND OTHER EXPENSES

2018
R000

2017
R000

Auditor’s remuneration  41  39 
Professional fees  680  695 
Administration costs  102  107 

 823  841 

12. FINANCE COSTS

2018
R000

2017
R000

Other borrowings 19  – 
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13. TAXATION

2018
R000

2017
R000

Current taxation
Current year  3 453  2 663 

Deferred taxation
Current year  (1)  – 

Total income statement charge  3 452  2 663 

The company has no unutilised tax losses available at 28 February 2018 (2017: Rnil) for utilisation against future taxable income. 

Reconciliation of effective rate of taxation
2018

%
2017

%

South African normal taxation rate  28.0  28.0 
Adjusted for:

Non-taxable income  (27.0)  (27.2)
Non-deductible charges  0.1  0.1 

Effective rate of taxation  1.1  0.9 

14. DIVIDEND PER SHARE

2018
R000

2017
R000

Normal dividend  213 050  181 650 

Interim
5.7 cents per share (2017: 5.1 cents per share)

Final
12.3 cents per share (2017: 10.2 cents per share)

Dividends are not accounted for until they have been approved by the company’s board of directors.

15. BORROWING POWERS
In terms of the company’s MOI, borrowing powers are unlimited. Details of actual borrowings of the company are disclosed in note 7 to the 
company financial statements.

The company had an undrawn overdraft facility of R50.0 million as at 28 February 2017 with Absa Bank Limited. As part of the group’s debt 
management programme this facility was moved to PSG Konsult Treasury Limited during the 2018 financial year.
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16. RELATED-PARTY TRANSACTIONS
PSG Konsult Limited and its subsidiaries enter into various transactions with members of the PSG Group and the PSG Konsult Group.  
These transactions include a range of investment, administrative and corporate services in the normal course of business.

Related-party balances
2018
R000

2017
R000

Loans and advances
Due from companies in the PSG Konsult Limited Group
PSG Management Services Proprietary Limited  197 569  131 597 
Delerus Proprietary Limited  1 200  1 200 
PSG Konsult Treasury Limited  53 094  112 951 
PSG Insure Holdings Proprietary Limited  2 392  2 351 
PSG Wealth Holdings Proprietary Limited  111 936  94 598 
Abrafield Proprietary Limited –  10 
PSG Konsult Group Share Incentive Trust  103 570  38 149 

Due from related parties
PSG Konsult Employee Trust  20  – 

 469 781  380 856 

Refer to note 3 for the detail of the terms of the loans from related parties.

Borrowings
Due to companies in the PSG Konsult Limited Group
PSG Scriptfin Proprietary Limited  6 851  6 851 

Refer to note 7 for the detail of the terms of the related-party loans.

Related-party transactions
2018
R000

2017
R000

Interest income
Received from companies in the PSG Konsult Limited Group
PSG Konsult Treasury Limited  6 436  6 890 
Delerus Proprietary Limited  130  129 

Received from related parties
Local unit trusts  3 395  1 151 

 9 961  8 170 

Dividend income
Received from companies in the PSG Konsult Limited Group
PSG Wealth Holdings Proprietary Limited  68 000  87 500 
PSG Distribution Holdings Proprietary Limited  134 500  154 980 
PSG Asset Management Holdings Proprietary Limited  104 500  61 500 

 307 000  303 980 

The shareholding of directors and the directors’ remuneration are set out in the report of the board of directors.

Key management compensation
Key management is those persons who have authority and responsibility for planning, directing and controlling the activities of the group. 
Key management is considered to be the board of directors and the prescribed officers. For the detail of the audited directors’ and prescribed 
officers’ remuneration, refer to the report of the board of directors on pages 134 and 135.
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17. NOTES TO THE STATEMENT OF CASH FLOWS

2018
R000

2017
R000

17.1 Cash utilised in operations
Profit before finance costs and taxation  318 531  312 653 
Adjustment for non-cash items and other:

Interest received  (12 354)  (9 541)
Dividends received  (307 000)  (303 980)

 (823)  (868)
Changes in working capital

Receivables  (625)  (85)
Intergroup loans repaid –  (159)
Loans and advances  (5 252)  (186 465)
Trade and other payables  6 506  3 539 

 (194)  (184 038)

17.2 Taxation paid
Charge to profit and loss  (3 452)  (2 663)
Movement in deferred taxation  (1)  – 
Movement in net taxation liability  7  (13)

 (3 446)  (2 676)

17.3 Cash and equivalents at end of the year
Cash and cash equivalents (including money market investments)  259 315 86 331

18. 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 company financial statements.

NOTES TO THE COMPANY FINANCIAL STATEMENTS
for the year ended 28 February 2018
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19. RISK MANAGEMENT
FINANCIAL RISK MANAGEMENT
Financial risk factors
The company’s activities expose it to a variety of financial risks: market risk (including cash flow and fair value interest rate risk), credit risk 
and liquidity risk. The company’s overall risk management programme focuses on the unpredictability of financial markets and seeks to 
minimise potential adverse effects on the company’s financial performance.

Risk management is carried out under policies approved by the board of directors. The management of PSG Konsult identifies, evaluates and 
mitigates financial risks. The board of directors provides principles for overall risk management, as well as policies covering specific areas, 
such as foreign exchange risk, interest rate risk, credit risk, use of derivative and non-derivative financial instruments and investment of 
excess liquidity.

Financial instruments are grouped into the following classes in order to facilitate effective financial risk management and disclosure in terms 
of IFRS 7 – Financial instruments: Disclosures and IFRS 13 – Fair value measurements:

ASSETS
2018
R000

2017
R000

Financial assets carried at amortised cost
Loans and receivables
Loans and advances1  469 781  380 856 
Receivables1  766  141 
Cash and cash equivalents (including money market investments)1  259 315  86 331 
Total financial assets  729 862  467 328 

LIABILITIES
2018
R000

2017
R000

Financial liabilities carried at amortised cost
Borrowings1  6 851  6 851 
Trade and other payables1  34 836  28 330 
Total financial liabilities  41 687  35 181 

1 Carrying value approximates fair value.
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19. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Market risk

NOTES TO THE COMPANY FINANCIAL STATEMENTS
for the year ended 28 February 2018

Cash flow and fair value interest rate risk
The company’s interest rate risk arises from loans and advances, receivables, cash and cash equivalents, borrowings and trade and other 
payables. Borrowings issued at variable rates expose the company to cash flow interest rate risk. Borrowings issued at fixed rates expose  
the company to fair value interest rate risk.

2018 2017

Floating
rate

R000

Interest-
free

R000

Carrying 
value
R000

Floating
rate

R000

Interest-
free

R000

Carrying 
value
R000

Loans and advances 54 294 415 487 469 781 114 151 266 705 380 856
Receivables – 766 766 – 141 141
Cash and cash equivalents 259 315 – 259 315 86 331 – 86 331
Borrowings – (6 851) (6 851) – (6 851) (6 851)
Trade and other payables – (34 836) (34 836) – (28 330) (28 330)

313 609 374 566 688 175 200 482 231 665 432 147

The company manages its cash flow interest rate risk by monitoring interest rates on a regular basis.

Based on simulations performed, the impact on post-tax profit of a 1% (2017: 1%) movement in interest rates is analysed below:

2018
1% increase

R000

2017
1% increase

R000

2018
1% decrease

R000

2017
1% decrease

R000

Impact on post-tax profit  2 258  1 443  (2 258)  (1 443)

Credit risk
Credit risk arises from the inability or unwillingness of a counterparty to a financial instrument to discharge its contractual obligations.  
Credit risk comprises default, settlement and migration risk (if credit ratings change).

Credit risk arises from cash and cash equivalents, loans and advances and receivables. Counterparties and cash transactions are limited to 
high-credit-quality financial institutions.

The table below shows the company’s maximum exposure to credit risk by class of asset:

2018 2017

Balance
R000

Collateral
fair value

R000
Balance

R000

Collateral
fair value

R000

Loans and advances  469 781 –  380 856  – 
Receivables  766 –  141  – 
Cash and cash equivalents  259 315 –  86 331  – 

 729 862 –  467 328  – 
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19. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Receivables are tested for impairment using a variety of techniques including assessing credit risk and monthly monitoring of individual 
debtors. At 28 February 2018, no receivables (2017: Rnil) were found to be impaired and accordingly no impairment was raised.

Financial assets are assessed based on their credit ratings as published by Moody’s. Financial assets which fall outside this range are 
classified as not rated. Credit limits, for each counterparty, are set based on default probabilities that are, in turn, based on the ratings  
of the counterparty concerned.

The credit quality of financial assets can be assessed by reference to external credit ratings (if available) or to historical information about 
counterparty default rates:

2018
R000

2017
R000

P1  19 018  53 601 
Other non-rated assets  470 547  380 997 
Unit-linked investments (including CIS)  240 297  32 730 

 729 862  467 328 

The table below analyses the company’s external credit rating by class of asset:

P1
R000

Unit-linked
investments 

(incl. CIS) 
R000

Other 
non-rated 

assets 
R000

Total
R000

At 28 February 2018
Loans and advances  –  –  469 781  469 781 
Receivables  –  –  766  766 
Cash and cash equivalents  19 018  240 297  –  259 315 

 19 018  240 297  470 547  729 862 

At 28 February 2017
Loans and advances  –  –  380 856  380 856 
Receivables  –  –  141  141 
Cash and cash equivalents  53 601  32 730  –  86 331 

 53 601  32 730  380 997  467 328 

The unit-linked investments relate to the company’s investment in the PSG Money Market Fund of which the underlying instruments are 
rated in terms of the Collective Investment Schemes Control Act. The mandate of the fund is to invest in cash deposits and highly liquid, 
fixed-interest securities with a weighted average maturity of less than 90 days. A spread of investments in top-quality financial instruments 
and institutions moderates the risk through diversification.

Loans and advances
Loans and advances consist of loans to related parties. These amounts are payable on demand. Amounts due from related companies are 
monitored by the company to ensure that adequate income is generated by the related company to repay the loan when required.

The company did not have any receivables that were past due but not impaired for any of the financial years.
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19. RISK MANAGEMENT (continued)
FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, and the availability of funding through 
an adequate amount of committed credit facilities. Due to the dynamic nature of the business, it aims to maintain flexibility in funding by 
keeping committed credit lines available.

The table below analyses the company’s financial liabilities into relevant maturity groupings based on the remaining period at the statement 
of financial position date to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
Balances due within 12 months equal their carrying values as the impact of discounting is not significant.

Carrying
value
 R000 

Less than 
1 year
 R000 

Between 
1 and 5 years

 R000 

Over 
5 years

 R000 

At 28 February 2018
Borrowings  6 851  6 851  –  – 
Trade and other payables  34 836  34 836  –  – 
Financial guarantee contract1  101 228 9 349 114 015  – 

 142 915 51 036 114 015  – 

At 28 February 2017
Borrowings  6 851  6 851  –  – 
Trade and other payables  28 330  28 330  –  – 
Financial guarantee contract1  6 000  6 000  –  – 

 41 181  41 181  –  – 

1 Significant off-balance sheet exposure. Refer to note 20 below. Financial guarantee contract valued at Rnil (2017: Rnil) at the end of each reporting period. Management 
evaluated the relevant historical data and consider the possibility of losses arising from the financial guarantee to be remote.

CAPITAL RISK MANAGEMENT
The company’s objectives when managing capital are to safeguard the company’s ability to continue as a going concern in order to provide 
returns for shareholders and benefits for other stakeholders, and to maintain an optimal capital structure to reduce the cost of capital.  
In order to maintain or adjust the capital structure, the company may adjust the amount of dividends paid to shareholders, return capital  
to shareholders, issue new shares or sell assets to reduce debt.

When funding is required, management will consider the various forms of paper available for issue, taking into account current market 
conditions, anticipated trends in market indicators and the financial position of the company at the time. Management will accordingly 
consider issuing ordinary shares, or short-, long- or medium-term borrowings with variable or fixed rates.

CREDIT RATING
Rating agency GCR 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.

20. CAPITAL COMMITMENTS AND CONTINGENCIES
PSG Scriptfin Proprietary Limited, a wholly-owned subsidiary, obtained a recourse loan facility from Investec Bank Limited during the 2016 
financial year. PSG Konsult Limited provided an irrevocable, unconditional guarantee for all the obligations and liabilities of PSG Scriptfin 
Proprietary Limited, under this facility, to Investec Bank Limited, with the guarantee limited to R150.0 million. The loan amount due by  
PSG Scriptfin Proprietary Limited to Investec Bank Limited at 28 February 2018 was Rnil (2017: R6.0 million).

PSG Konsult Treasury Limited, a wholly-owned subsidiary, established a DMTN programme during the 2018 financial year. PSG Konsult 
Limited provided an irrevocable, unconditional guarantee for all the obligations and liabilities of PSG Konsult Treasury Limited to and in 
favour of the noteholders of the notes issued. The balance of the amount owing as at 28 February 2018 is R101.2 million (2017: Rnil).

PSG Konsult Limited has also issued letters of support in the ordinary course of business for the activities of certain of its subsidiaries.
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The principal accounting policies applied in the preparation of these group and company financial statements are set out below. The accounting 
policies applied are in terms of IFRS and are consistent with those applied in the previous group annual financial statements, except for the 
mandatory adoption of minor amendments to IFRS, which are effective for years commencing 1 March 2017. These changes have not resulted in 
any material impact to the group‘s 2018 reported results, comparative periods or disclosures. These policies have been consistently applied to all 
the years presented, unless otherwise stated.

1. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDARDS THAT ARE EFFECTIVE FOR THE FIRST 
TIME IN 2018
1.1 New and amended standards, interpretations and amendments adopted by the group

The following new standards, interpretations or amendments, which are relevant to the group’s operations, became effective during 
the year or were early adopted:
• Amendment to IAS 7 – Statement of cash flows – Disclosure initiative (effective 1 January 2017)

The amendment introduces additional disclosure that will assist users of financial statements to evaluate changes in liabilities 
arising from financing activities, including whether the changes are from cash flows or non-cash items.

• Amendment to IAS 12 – Income taxes – Recognition of deferred tax assets for unrealised losses (effective 1 January 2017)
The amendment was issued to clarify the requirements for recognising deferred tax assets on unrealised losses. The amendment 
clarifies the accounting for deferred tax where an asset is measured at fair value and that fair value is below the asset’s tax 
base. It also clarifies certain other aspects of accounting for deferred tax assets.

• Amendment to IFRS 2 – Share-based payment – Classification and measurement of share-based payment transactions  
(effective 1 January 2018)
The amendment addresses the effects of vesting conditions on the measurement of a cash-settled share-based payment, 
the accounting requirements for a modification to the terms and conditions of a share-based payment that changes the 
classification of the transaction from cash-settled to equity-settled, and classification of share-based payment transactions  
with net settlement features.

The adoption of these standards, interpretations and amendments had no material impact on measurements of assets and 
liabilities in the current or prior financial years.

Additional disclosure is provided in note 33.3 as a result of the IAS 7 amendment. 

1.2 New and amended standards, interpretations and amendments not currently relevant to the group’s 
operations
The following new standards, interpretations and amendments, which are not currently relevant to the group’s operations, had no 
impact on the measurement of amounts or disclosures in the current or prior financial year:
• Annual improvements 2014 – 16 cycle (effective 1 January 2017):

IFRS 12 – Disclosure of interests in other entities
This amendment clarifies that the disclosure requirements of IFRS 12 are applicable to interest in entities classified as held for 
sale except for summarised financial information (para B17 of IFRS 12).

2. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDARDS THAT ARE NOT YET EFFECTIVE
The following new standards, interpretations and amendments have been published and are mandatory for the group’s accounting periods 
beginning on or after 1 March 2018 or later periods and have not been early adopted by the group:
• Amendments to IFRS 4 – Insurance contracts (effective 1 January 2018)^

• IFRS 9 – Financial instruments (effective 1 January 2018)#

• IFRS 15 – Revenue from contracts with customers (effective 1 January 2018)+

• IFRS 16 – Leases (effective 1 January 2019)^

• IFRS 17 – Insurance contracts (effective 1 January 2021)^

• Amendment to IFRS 10 – Consolidated financial statements and IAS 28 – Investments in associates and joint ventures – Sale or 
contribution of assets between an investor and its associate or joint venture (effective date has been deferred indefinitely until  
further notice)*

• Amendments to IAS 28 – Investment in associates and joint ventures – Long-term interests in associates and joint ventures  
(effective 1 January 2019)*

• Amendments to IAS 40 – Investment property – Transfers of investment property (effective 1 January 2018)*
• IFRIC 22 – Foreign currency transactions and advance consideration (effective 1 January 2018)*
• IFRIC 23 – Uncertainty over income tax treatments (effective 1 January 2019)*
• Annual improvements 2014 – 16 cycle (effective 1 January 2018)*
• Annual improvements 2015 – 17 cycle (effective 1 January 2019)*

^ Management is in the process of assessing the impact of these standards, interpretations and amendments on the reported results of the group and company.
* Management has assessed the impact of these standards, interpretations and amendments on the reported results of the group and company and does not foresee any impact.
+ Management has assessed the impact of this standard on the reported results of the group and company and foresees only minor disclosure changes.
# Management has assessed the impact of this standard on the reported results of the group and company and does not foresee a material impact on the measurement of 

financial assets and liabilities, however there will be additional disclosure requirements.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018
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ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018

2. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDARDS THAT ARE NOT YET EFFECTIVE 
(continued)
2.1 Impact of initial application of new standards that are not yet effective

Standard Impact of standards
IFRS 9 – Financial instruments This new standard represents a package of reform to financial instrument accounting to replace 

IAS 39 – Financial instruments: Recognition and measurement, and encompasses requirements in 
the following areas:
• Classification and measurement (replaces the multiple classification and measurement 

models with a single model that has only two categories: amortised cost and fair value);
• Impairment (introduces an ’expected credit loss’ model for the measurement of the 

impairment of financial assets);
• Hedge accounting (introduces new hedge accounting criteria); and
• Derecognition (carried forward from IAS 39).

In assessing the impact of the implementation of IFRS 9, the following was taken into consideration:

Classification and measurement – Financial assets
A key input in the assessment of the classification of financial assets is the business model applied 
to manage the financial assets. Financial assets that are held for trading and those that are 
managed and whose performance is evaluated on a fair value basis will be measured at fair value 
through profit or loss because they are neither held to collect contractual cash flows nor held to 
collect contractual cash flows and to sell.

In the assessment of the classification of debt instruments, an important consideration is whether 
contractual cash flows relating to the specific instrument are solely payments of principal and 
interest (SPPI). IFRS 9 defines ‘principal’ as the fair value of a financial asset at initial recognition. 
‘Interest’ is defined as the consideration for the time value of money, for credit risk associated 
with the principal amount outstanding during a particular period of time. In assessing whether 
contractual cash flows are considered SPPI, the group considered the contractual terms of the 
related instruments.

The impact on the classification and measurement of financial assets will be as follows for the 
group and company:
• 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, in general, also be measured at amortised cost under IFRS 9.

Impairment
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ 
model. This will require considerable judgement going forward about how changes in economic 
factors affect expected credit losses (ECL). It will also have to be determined on a probability-
weighted basis.

The new impairment model will apply to the following financial instruments:
• debt instruments which are not measured at fair value through profit or loss;
• lease receivables; and
• loans (including intergroup loans).

No impairment loss is recognised on equity instruments under IFRS 9.

IFRS 9 requires a loss allowance to be recognised at an amount equal to either 12-month ECLs 
or lifetime ECLs. Lifetime ECLs are the ECLs that result from all possible default events over the 
expected life of a financial instrument, whereas 12-month ECLs are the portion of ECLs that result 
from default events that are possible within the 12 months after the reporting date.

The impairment requirements of IFRS 9 are complex and require management judgements, 
estimates and assumptions, particular in the following areas:
• assessing whether the credit risk of an instrument has increased significantly since initial 

recognition; and
• incorporating forward-looking information into the measurement of ECLs.

The majority of financial assets in the group are measured at fair value through profit or loss.  
The impact on loans (both external and intergroup) is not expected to be material, but will only be 
confirmed once the final assessment is concluded. All insurance and reinsurance receivables are 
recognised in terms of IFRS 4 and will be included in the IFRS 17 assessment.
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2. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDARDS THAT ARE NOT YET EFFECTIVE 
(continued)
2.1 Impact of initial application of new standards that are not yet effective (continued)

Standard Impact of standards
IFRS 9 – Financial instruments 
(continued)

Classification and measurement – Financial liabilities
IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement  
of financial liabilities.

However, under IAS 39 all fair value changes of financial liabilities designated as at fair value 
through profit or loss are recognised in profit or loss, whereas under IFRS 9 these fair value changes 
will generally be presented as follows:
• the amount of the change in the fair value attributable to changes in the credit risk of the 

liability will be presented in other comprehensive income; and
• the remaining amount of the change in the fair value will be presented in profit or loss.

The financial liabilities which the group has designated at FVPL are not currently exposed to changes 
in the group’s own credit risk. If the group holds such financial liabilities in the future, the group 
would likely elect the option to show these fair value movements in FVPL to eliminate an accounting 
mismatch. The company currently does not designate any financial liabilities at FVPL.

Hedge accounting
This is currently not relevant to the group or company as we do not apply hedge accounting.  
The impact of hedging will therefore only be assessed when required.

Derecognition
IFRS 9 incorporates the requirements of IAS 39 for the derecognition of financial assets and 
liabilities without substantive amendments. The group is therefore not expecting the adoption  
of these requirements to have a material impact.

IFRS 15 – Revenue from 
contracts with customers

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.

Based on the assessments performed, the adoption of IFRS 15 will not have a material impact 
on the group or company. However, additional disclosure will be required.

More quantitative disclosures are required under the new standard in respect of disaggregation 
of revenue into appropriate categories, the remaining performance obligations, the value of the 
transaction price that is allocated to the remaining obligations in a contract, and the changes in 
contract assets, liabilities and costs.

IFRS 16 – Leases The new leases standard introduces a single lessee accounting model and requires a lessee to 
recognise assets and liabilities for all leases with a term of more than 12 months, unless the 
underlying asset is of low value.

The impact on the group and company has not yet been fully assessed. However, the financial 
impact on the group upon adoption of IFRS 16 is expected to be material, as the group is 
primarily a lessee. The group has various property lease agreements, which will result in the 
recognition of right-of-use assets and a corresponding lease liability upon adoption of IFRS 16.

Judgement will be required to determine which disclosure to include in the financial statements to 
give users of financial statements an understanding of the effect that leases have on the financial 
information.
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2. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDARDS THAT ARE NOT YET EFFECTIVE 
(continued)
2.1 Impact of initial application of new standards that are not yet effective (continued)

IFRS 17 – Insurance contracts IFRS 17 defines clear and consistent rules that will significantly increase the comparability of 
financial statements of insurers.

Under IFRS 17, the general model requires entities to measure an insurance contract at initial 
recognition at the total of the fulfilment cash flows (comprising the estimated future cash flows,  
an adjustment to reflect the time value of money and an explicit risk adjustment for non-financial 
risk) and the contractual service margin. The fulfilment cash flows are remeasured on a current 
basis each reporting period. The unearned profit (contractual service margin) is recognised over  
the coverage period.

Aside from this general model, the standard provides, as a simplification, the premium allocation 
approach. This simplified approach is applicable for certain types of contract, including those 
with a coverage period of one year or less.

For insurance contracts with direct participation features, the variable fee approach applies. 
The variable fee approach is a variation on the general model. When applying the variable fee 
approach, the entity’s share of the fair value changes of the underlying items is included in the 
contractual service margin. As a consequence, the fair value changes are not recognised in profit 
or loss in the period in which they occur, but over the remaining life of the contract.

Management is still in the process of assessing the impact that the adoption of IFRS 17 will have 
on the reported results of the group. The standard will not have any impact on the company as it 
does not issue insurance contracts.

3. GROUP FINANCIAL STATEMENTS
The group annual financial statements comprise those of the company, its subsidiaries, associated companies, joint ventures and the share 
incentive trust (share trust). Accounting policies of the subsidiaries, associated companies and joint ventures have been changed, where 
necessary, to ensure consistency with policies adopted by the group.

3.1 Subsidiaries (including mutual funds) and business combinations
Subsidiaries are all entities (including structured entities, special-purpose entities, collective investment schemes and hedge funds) 
over which the group has control. The group controls an entity when the group is exposed to, or has rights to, variable returns from 
its involvement with the entity and has the ability to affect those returns through its power over the entity. The existence and effect 
of potential voting rights that are currently exercisable or convertible are considered when assessing whether the group controls 
another entity. Subsidiaries are fully consolidated from the date on which control is transferred to the group and are deconsolidated 
from the date that control ceases. SPEs are also consolidated where the substance of the relationship indicates that the SPE is 
controlled by the group.

The group applies the acquisition method to account for business combinations. The consideration transferred for the acquisition  
of a subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owners of the acquiree and the  
equity interests issued by the group. The consideration transferred includes the fair value of any asset or liability resulting from a 
contingent consideration arrangement. Acquisition-related costs are expensed as incurred. Identifiable assets acquired and liabilities 
and contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date.  
The group recognises a non-controlling interest in the acquiree on an acquisition-by-acquisition basis, either at fair value or at the 
non-controlling interest’s proportionate share of the acquiree’s net assets.

If a business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously held equity interest in 
the acquiree is remeasured to fair value at the acquisition date; any gains or losses arising from such remeasurements are recognised 
in profit and loss.
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3. GROUP FINANCIAL STATEMENTS (continued)
3.1 Subsidiaries (including mutual funds) and business combinations (continued)

Any contingent consideration to be transferred by the group is recognised at fair value at the acquisition date. Subsequent changes 
to the fair value of the contingent consideration that is deemed to be an asset or liability is recognised in accordance with IAS 39 
either in profit or loss, or as a change to other comprehensive income. Contingent consideration that is classified as equity is not 
remeasured, and its subsequent settlement is accounted for within equity.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition date fair 
value of any previous equity interest in the acquiree over the fair value of the group’s share of the identifiable net assets acquired 
is recorded as goodwill. If the total of consideration transferred, non-controlling interest recognised and previously held interest 
measured is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is 
recognised directly in the income statement.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities are taken to 
shareholders’ equity. When a foreign operation is sold, such exchange differences are recognised in the income statement as part  
of the gain or loss on sale.

Intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised 
losses are also eliminated. Profits and losses resulting from intercompany transactions that are recognised in assets are also 
eliminated. When necessary, amounts reported by subsidiaries have been adjusted to conform with the group’s accounting policies.

Shares in the company held by the share trust have been consolidated into the financial results of the group, as the group effectively 
controls these shares, and are accounted for as treasury shares.

Investments in subsidiaries are accounted for at cost less impairment in the separate financial statements. Cost is adjusted to  
reflect changes in consideration arising from contingent consideration amendments. Cost also includes direct attributable costs  
of investment.

3.2 Changes in ownership interests in subsidiaries without change of control
Transactions with non-controlling interests that do not result in loss of control are accounted for as equity transactions – that is, as 
transactions with owners in their capacity as owners. The difference between fair value of any consideration paid or received, and 
the relevant share acquired or disposed of the carrying value of net assets of the subsidiary, is recorded in equity. Gains or losses on 
disposals to non-controlling interests are also recorded in equity.

3.3 Accounting for the group’s acquisition of the controlling interest in subsidiaries under common control
The IFRS on business combinations (IFRS 3) does not apply to business combinations effected between parties that are ultimately 
controlled by the same entity, both before and after the business combination (and where that control is not transitory), otherwise 
known as common control transactions. The group has elected to apply the principle of ‘predecessor accounting’, as determined by 
the generally accepted accounting principles in the United States of America, to such transactions.

The accounting policy for the acquiring entity would be to account for the transaction at book values in its consolidated financial 
statements. The book values of the acquired entity are the consolidated book values as reflected in the consolidated financial 
statements of the selling entity (highest level of consolidation). The excess of the cost of the transaction over the acquirer’s 
proportionate share of the net asset value acquired in common control transactions will be allocated to the existing common control 
reserve in equity. As a result, no goodwill is recognised on acquisition. Where comparative periods are presented, the financial 
statements and financial information presented are not restated as the group elected to account for common control transactions 
from the date of the acquisition, therefore prospectively.

Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the group.
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3. GROUP FINANCIAL STATEMENTS (continued)
3.4 Joint arrangements

The group has applied IFRS 11 to all joint arrangements as of 1 March 2014. Under IFRS 11, investments in joint arrangements are 
classified as either joint operations or joint ventures depending on the contractual rights and obligations of each investor. The group 
has assessed the nature of its joint arrangements and determined them to be joint ventures. Joint ventures are accounted for using 
the equity method of accounting.

Under the equity method, the investment in joint ventures is initially recognised at cost and subsequently measured in the 
consolidated statement of financial position at an amount that reflects the group’s share of the net assets of the joint venture 
(including goodwill). The equity method of accounting involves recognising the group’s share of its joint ventures’ post-acquisition 
profits or losses in the income statement, and its share of post-acquisition movements in other comprehensive income and 
movements in other reserves, in the statement of comprehensive income and the statement of changes in equity respectively.  
The cumulative post-acquisition movements are adjusted against the carrying amount of the investment. When the group’s share of 
losses in a joint venture equals or exceeds its interest in the joint venture, including any other unsecured receivables, the group does 
not recognise further losses, unless it has incurred legal or constructive obligations or made payments on behalf of the joint venture. 

Unrealised gains on transactions between the group and its joint ventures are eliminated to the extent of the group’s interest in 
the joint ventures. Unrealised losses are also eliminated, unless the transaction provides evidence of an impairment of the asset 
transferred. Accounting policies of the joint ventures have been changed where necessary to ensure consistency with the policies 
adopted by the group.

Equity accounting is discontinued when the group no longer has joint control over the investment.

3.5 Unconsolidated structured entities
The group applies IFRS 12 – Disclosure of interests in other entities to identify unconsolidated structured entities. A structured entity 
is an entity that has been designed so that voting or similar rights are not the dominant factor in deciding who controls the entity, 
such as when any voting rights relate to administrative risks only and the relevant activities are directed by means of contractual 
arrangements. Depending on the group’s power over the activities of the entity and its exposure and ability to influence its own 
returns, it may consolidate the entity. In other cases, it may sponsor or have exposure to such an entity, but not consolidate it.  
Mutual funds (collective investment schemes), in which the group has the irrevocable asset management agreement and in which 
the group has invested significantly, are consolidated. The consolidation principles applied to these mutual funds are consistent with 
those applied to consolidated subsidiary companies.

4. SEGMENT REPORTING
The chief executive officer, supported by the group Manco is the group’s CODM as it is responsible for the overall strategic decision-making. 
Management has determined the operating segments based on the information reviewed by the CODM for the purposes of allocating 
resources and assessing performance of the operating segments. The composition of the reportable segments represents the internal 
reporting structure and the monthly reporting to the CODM.

5. FOREIGN CURRENCY TRANSLATION
5.1 Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using the currency of the primary economic 
environment in which those entities operate (the functional currency).

The group and company financial statements are presented in South African rand, being PSG Konsult’s functional and  
presentation currency.

5.2 Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the 
transactions or valuation where items are remeasured. Foreign exchange gains and losses resulting from the settlement of such 
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies 
are recognised in the income statement as part of net fair value gains and losses on financial instruments.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are analysed between 
translation differences resulting from changes in the amortised cost of the security and other changes in the carrying amount of the 
security. Translation differences related to changes in amortised cost are recognised in profit or loss, and other changes in carrying 
amount are recognised in other comprehensive income.

Translation differences on non-monetary financial assets and liabilities are reported as part of the fair value gains and losses. 
Translation differences on non-monetary financial assets and liabilities, such as equity securities classified as at fair value through 
profit or loss, are recognised in the income statement as part of the fair value gain or loss. Translation differences on non-monetary 
financial assets, such as equity securities classified as available-for-sale, are included in other comprehensive income.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018
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5. FOREIGN CURRENCY TRANSLATION (continued)
5.3 Group companies

The results and financial position of all the group entities (none of which has the currency of a hyperinflationary economy) that have 
a functional currency different from the presentation currency are translated into the presentation currency as follows:
• Income and expenses are translated at average exchange rates (unless this average is not a reasonable approximation of the 

cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses are translated at the dates 
of the transactions).

• Assets and liabilities for each statement of financial position presented are translated at closing exchange rate at the date of 
that statement of financial position.

• All resulting exchange differences are recognised in other comprehensive income and as a separate component of equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as the foreign entity’s assets and 
liabilities and are translated at the closing rate. Exchange differences are recognised in the statement of comprehensive income.

Group entities with functional currencies other than the presentation currency, mainly have the following functional currencies:

2018 2017
Average Closing Average Closing

British pound 16.27 17.17  18.95  16.19 
United States dollar 11.75 13.09  14.28  13.03 

Exchanges rates used are based on interbank bid rates.

6. PROPERTY AND EQUIPMENT
All property and equipment is stated at historical cost less accumulated depreciation and impairment. Historical cost includes expenditure 
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable 
that future economic benefits associated with the item will flow to the group and the cost of the item can be measured reliably. The carrying 
amount of any component accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance are charged 
to the income statement during the financial period in which they are incurred.

Depreciation is calculated on the straight-line method at rates considered appropriate to reduce book values to estimated residual values 
over the useful lives of the assets, as follows:

Leasehold improvements over the remaining lease period
Motor vehicles 4 to 5 years
Office equipment 5 to 10 years
Computer equipment 3 to 7 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date. If the estimates of the 
remaining useful lives or residual values change, the remaining carrying values are depreciated prospectively, taking into account  
the revised estimates.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its 
estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the income statement.
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7. INTANGIBLE ASSETS
7.1 Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the net identifiable assets 
of the acquired subsidiary/associated company or joint venture undertaking at the date of acquisition. Goodwill is reported in the 
statement of financial position as an intangible asset. Goodwill on acquisition of associated companies is included in investments 
in associated companies. Goodwill is tested annually for impairment and is carried at cost less accumulated impairment losses. 
Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an entity include the carrying amount of 
goodwill relating to the entity sold.

Goodwill is allocated to CGUs for the purpose of impairment testing. The allocation is made to those CGUs or groups of CGUs that 
are expected to benefit from the business combination in which the goodwill arose. The groups of CGUs are identified at the lowest 
level at which goodwill is monitored for internal management purposes.

7.2 Trademarks and licences
Separately acquired trademarks and licences are shown at cost less accumulated amortisation and impairment. Amortisation is 
calculated using the straight-line method over their estimated useful lives, which varies from 5 to 20 years and is reassessed annually.

7.3 Customer relationships
Customer relationships consist of acquired adviser books of business, as well as acquired income stream rights on existing adviser 
books of business. These customer relationships are shown at cost less accumulated amortisation and impairment. Customer 
relationships acquired in a business combination are recognised at fair value at the acquisition date. Amortisation is calculated using 
the straight-line method over their estimated useful lives ranging between 5 and 20 years, which reflects the expected life of the 
customer relationships acquired.

7.4 Deferred acquisition costs (DAC)
Commissions, fees and other incremental costs that vary with and are related to securing new investment contracts and renewing 
existing investment contracts are capitalised as a deferred acquisition cost intangible asset, since these costs relate to future 
economic benefits being generated beyond one year. Subsequent changes to the DAC payable are reversed/capitalised against the 
relevant intangible asset. The DAC intangible asset is subsequently amortised over the expected life of the investment contracts.  
All other costs are recognised as expenses when incurred.

An impairment test is conducted annually at reporting date on the DAC intangible asset balance to ensure that the amount will be 
recovered from future revenue generated by the applicable remaining investment management contracts.

7.5 Other intangible assets
Other intangible assets consist mainly of intellectual property rights and computer software. Intellectual property rights are carried at 
cost less accumulated amortisation and impairment. Amortisation is calculated using the straight-line method to allocate the cost of 
these rights over their estimated useful lives of 20 years.

Costs associated with maintaining computer software programmes are recognised as an expense as incurred. Development costs that 
are directly attributable to the design and testing of identifiable and unique software products controlled by the group are recognised  
as intangible assets when:
• it is technically feasible to complete the software product so that it will be available for use;
• management intends to complete the software product and use or sell it;
• there is an ability to use or sell the software product;
• it can be demonstrated how the software product will generate probable future economic benefits;
• adequate technical, financial and other resources to complete the development and to use or sell the software product are  

available; and
• the expenditure attributable to the software product during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software product include the software development employee costs and 
an appropriate portion of relevant overheads. Other development expenditures that do not meet these criteria are recognised as an 
expense as incurred. Development costs previously recognised as an expense are not recognised as an asset in a subsequent period.

Computer software development costs recognised as assets are amortised using the straight-line method over their estimated useful 
lives ranging between 2 and 12 years. The carrying amount is reviewed for impairment when an impairment indicator is identified.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018
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8. IMPAIRMENT OF NON-FINANCIAL ASSETS
Goodwill and intangible assets that have indefinite useful lives and are not subject to amortisation, or that are not yet available for use, 
are tested annually for impairment. Other assets are tested for impairment whenever events or changes in circumstances indicate that 
the carrying amount may not be recovered. The recoverable amount, being the higher of fair value less costs to sell and value-in-use, is 
determined for any asset for which an indication of impairment is identified. If the recoverable amount of an asset is less than its carrying 
value, the carrying value of the asset is reduced to its recoverable amount.

For the purpose of assessing impairment, assets are grouped together into the smallest group of assets that generate cash inflows from 
continuing use that are largely dependent on cash inflows of other assets or groups of assets (the cash-generating unit). An impairment loss 
is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount.

Impairment losses are recognised as an expense in profit or loss in the period in which they are identified. An impairment loss in respect of 
goodwill is not reversed. In respect of other assets, reversal of impairment losses is recognised in profit or loss in the period in which the 
reversal is identified, to the extent that the asset is not increased to a carrying value higher than it would have been had no impairment loss 
been recognised for the asset in prior years.

9. FINANCIAL INSTRUMENTS
Financial instruments recognised on the statement of financial position include financial assets, consisting of equity securities, debt securities, 
unit-linked investments, investment in investment contracts, loans and advances, derivative financial assets, receivables including insurance 
receivables, cash and cash equivalents, as well as financial liabilities, consisting of borrowings, derivative financial liabilities, investment 
contracts, third-party liabilities arising on consolidation of mutual funds and trade and other payables. The particular recognition methods 
adopted are disclosed in the individual policy statements associated with each item.

10. FINANCIAL ASSETS
The group classifies its financial assets into the following categories: financial assets at fair value through profit or loss, held-to-maturity 
financial assets, loans and receivables and available-for-sale financial assets. The classification depends on the purpose for which the 
financial assets were acquired. Management determines the classification of its financial assets at initial recognition.

10.1 Classification
Financial assets at fair value through profit or loss
This category has two subcategories: financial assets held for trading, and those designated at fair value through profit or loss  
at inception.

A financial asset is classified into the ’financial asset at fair value through profit and loss’ at inception if acquired principally for the 
purpose of selling in the short term or if it forms part of a portfolio of financial assets in which there is evidence of short-term profit-
taking, or if so designated by management. Derivatives are categorised as held for trading.

Financial assets designated as at fair value through profit or loss at inception are the following:
• Those relating to the group’s linked insurance company, PSG Life Limited, are those that are held in internal funds to match 

insurance and investment contract liabilities that are linked to the changes in fair value of these assets. The designation of these 
assets to be at fair value through profit or loss eliminates or significantly reduces a measurement or recognition inconsistency 
(sometimes referred to as ’an accounting mismatch’) that would otherwise arise from measuring assets or liabilities or 
recognising the gains and losses on them on a different basis.

• Those that are managed and whose performance is evaluated on a fair value basis. Information about these financial assets 
is provided internally on a fair value basis to the group’s key management personnel. The investment strategy applied to the 
group’s short-term insurance group, Western Group Holdings Limited, is to invest in equity and debt securities, and to evaluate 
them with reference to their fair values. Assets that are part of these portfolios are designated upon initial recognition at fair 
value through income.

Assets in this category are classified as current assets if expected to be settled within 12 months, otherwise they are classified  
as non-current.
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10. FINANCIAL ASSETS (continued)
10.1 Classification (continued)

Financial assets at fair value through profit or loss (continued)

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018

Held-to-maturity financial assets
Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed maturities – other 
than those that meet the definition of loans and receivables – that the group’s management has the positive intention and ability to 
hold to maturity.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market other than those that the group intends to sell in the short term. They are included in current assets, except for maturities 
greater than 12 months after the end of the reporting period. These are classified as non-current assets. The group’s loans and 
receivables comprise loans and advances, receivables including insurance receivables and cash and cash equivalents in the statement 
of financial position.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are either designated in this category or not classified in any 
of the other categories. They are included in non-current assets, unless the investment matures or management intends to dispose of 
it within 12 months of the end of the reporting period.

10.2 Recognition and measurement of financial assets
Purchases and sales of financial assets are recognised on trade date – the date on which the group commits to purchase or sell the 
asset. Financial assets not carried at fair value through profit or loss are initially recognised at fair value plus transaction costs that 
are directly attributable to their acquisition. Financial assets carried at fair value through profit or loss are initially recognised at fair 
value and transaction costs are expensed in the income statement.

Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently carried at fair value. 
Realised and unrealised gains and losses arising from changes in the fair value of the ‘financial assets at fair value through profit or 
loss’ category are included in the income statement in the period in which they arise. Unrealised gains and losses recognised in the 
income statement are calculated as the difference between the fair value and carrying value of a financial instrument (after taking 
into account other income statement movements, such as interest and dividend income) which is still held at year-end. Realised gains 
and losses are recognised in the income statement when a financial instrument is sold and represents the value of the proceeds 
received or consideration paid for the financial instrument less the carrying value of the financial instrument (excluding previously 
recognised unrealised gains and losses). The group utilises the information provided from various product and investment houses to 
assist with the classification of the gains and losses. Unrealised gains and losses arising from changes in the fair value of monetary 
and non-monetary securities classified as available-for-sale are recognised in other comprehensive income. When securities classified 
as available-for-sale are sold or impaired, the accumulated fair value adjustments are included in the income statement as net fair 
value gains and losses on financial instruments.

Interest and dividend income arising on financial assets at fair value through profit or loss is recognised and disclosed separately 
under investment income in the income statement.

Interest on available-for-sale securities calculated using the effective-interest method is recognised in the income statement as part of 
investment income. Dividends on available-for-sale equity instruments are recognised in the income statement as part of investment 
income when the group’s right to receive payment is established.

When applicable, the group measures the fair value of an instrument using the quoted price in an active market for that instrument. 
The fair values of quoted investments are based on current stock exchange prices at the close of business on the statement of 
financial position date. If the market for a financial asset is not active, or if it is unquoted, the group establishes fair value by using 
valuation techniques. These include the use of recent arm’s-length transactions, reference to other instruments that are substantially 
the same, discounted cash flow analysis refined to reflect the issuer’s specific circumstances, premium/discount to net asset value and 
price-earnings techniques. The group’s main valuation techniques incorporate all factors that market participants would consider and 
make maximum use of observable market data.

The existence of published price quotations in an active market is the best evidence of fair value. The phrase ‘quoted in an active 
market’ means that quoted prices are readily and regularly available from an exchange, dealer, broker, industry group, pricing service 
or regulatory agency and those prices represent actual and regularly occurring market transactions on an arm’s-length basis.
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10. FINANCIAL ASSETS (continued)
10.2 Recognition and measurement of financial assets (continued)

Readily available means that the pricing information is currently accessible and regularly available means that transactions occur with 
sufficient frequency to provide pricing information on an ongoing basis.

It is not necessary for quoted prices to be obtained from regulated markets. Prices can be obtained from other sources, although 
the available information may vary. For example, some industry groups or pricing services publish price information about certain 
instruments, while little or no information may be available about prices of other instruments.

An entity is not generally required to perform an exhaustive search for price information, but should consider any information that 
is publicly available, or that can be obtained reasonably from brokers, industry groups, publications of regulatory agencies or similar 
sources, such as journals and websites. It should be noted that these prices may be indicative prices only. It should not be assumed 
that these prices reflect the price in an active market.

Sources from which prices can be obtained (to qualify as ‘quoted’) include:
• Regulated exchange (e.g. JSE, BESA, SAFEX)
• Company secretary, transfer secretary or website
• Brokers
• Daily newspapers and related sources (e.g. Business Day, Bloomberg)

Held-to-maturity investments are measured at amortised cost using the effective-interest method less any impairment, with income 
recognised on effective yield base.

Loans and receivables are carried at amortised cost using the effective-interest method. Specific provisions are made against 
identified doubtful receivables.

Loans advanced to associated companies, joint ventures and subsidiaries, which are interest-free with no repayment terms, are 
carried at amortised cost using the effective-interest method.

The group does not apply hedge accounting.

10.3 Impairment of financial assets
The group assesses at each reporting date whether there is objective evidence that a financial asset or a group of financial assets 
is impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of the 
security below its cost is considered in determining whether the securities are impaired. If any such evidence exists for available-for-
sale financial assets, the cumulative loss – measured as the difference between the acquisition cost and the current fair value, less 
any impairment loss on that financial asset previously recognised in profit or loss – is removed from other comprehensive income and 
recognised in the income statement. Impairment losses recognised in the income statement on equity instruments are not reversed 
through the income statement.

For debt securities, the group uses the criteria referred to under loans and receivables below. If, in any subsequent period, the fair 
value of a debt instrument classified as available-for-sale increases and the increase can be objectively related to an event occurring 
after the impairment loss was recognised in profit and loss, the impairment is reversed through the income statement.

Loans and receivables are considered impaired if, and only if, there is objective evidence of impairment as a result of events that 
occurred after initial asset recognition (known as loss events) and these loss events have an adverse impact on the assets’ estimated 
future cash flows that can be reliably measured. Objective evidence that loans and receivables may be impaired, includes breach of 
contract, such as a default or delinquency in interest or principal payments. In this regard, instalments past due date are considered 
in breach of contract. The amount of the impairment loss is the difference between the asset’s carrying amount and the present value 
of estimated future cash flows (excluding future credit losses that have not been incurred), discounted at the original effective-
interest rate. Impairment losses are recognised in the income statement, and reversed through the income statement.

Held-to-maturity investments are considered impaired when there is objective evidence that the group will not be able to collect 
all amounts due according to the original contract terms. Significant financial difficulties of the counterparty, probability that the 
counterparty will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered indicators that 
the investment is impaired. The amount of the impairment provision is the difference between the asset’s carrying amount and the 
present value of estimated future cash flows, discounted at the original effective-interest rate. The movement in the amount of the 
provision is recognised in the income statement.
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10. FINANCIAL ASSETS (continued)
10.4 Derecognition of financial assets

Financial assets are derecognised when the right to receive cash flows from the financial asset has expired or has been transferred, 
and the group has transferred substantially all risks and rewards of ownership. The group also derecognises a financial asset when 
the group retains the contractual rights of the assets but assumes a corresponding liability to transfer these contractual rights to 
another party and thereby transfers substantially all the risks and benefits associated with the asset.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018

10.5 Investment in investment contracts
These are valued at fair value or amortised cost, if issued by an independent credible party, or at the value of the underlying 
investments supporting the investment contract policy adjusted for applicable liquidity or credit risk. They are included in current 
assets, except for maturities greater than 12 months after the end of the reporting period.

11. DERIVATIVE FINANCIAL INSTRUMENTS
Derivative financial instruments are recognised initially at fair value on the date on which a derivative contract is entered into. Subsequent 
to initial recognition, derivative financial instruments are measured at fair value through profit and loss. Fair values of OTC derivatives are 
obtained using valuation techniques, including discounted cash flow models and option pricing models.

The best evidence of fair value of a derivative at initial recognition is the transaction price (i.e. the fair value of the consideration given or 
received) unless the fair value of that instrument is evidenced by comparison with other observable current market transactions in the same 
instrument or based on a valuation technique whose variables include only observable market data.

12. RECEIVABLES
Receivables are amounts due for services performed in the ordinary course of business. Receivables are initially measured at fair value and 
subsequently recognised at amortised cost using the effective-interest rate method, less provision for impairment. A provision for impairment 
is established when there is objective evidence that the group will not be able to collect all amounts due according to the original terms of 
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and 
default or delinquency in payments are considered indicators that the receivable is impaired. The amount of the provision is the difference 
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the original effective-interest rate. 
The movement in the amount of the provision is recognised in the income statement. If collection is expected within one year or less, they 
are classified as current assets.

12.1 Insurance receivables
Insurance receivables are amounts due from clients for services performed in the ordinary course of business. If collection is expected 
in one year or less (or in the normal operating cycle of the business if longer), they are classified as current assets. If not, they are 
presented as non-current assets.

Insurance receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective-interest 
method less provision for impairment.

13. CONTRACTS FOR DIFFERENCE (CFD)
The group enters into contracts for difference with clients whereby the group provides leveraged exposure to equities specified by the client. 
CFD exposure is limited to the JSE Top 100 shares and Satrix ETFs. The client pays an initial margin of between 15% (for JSE Top 100 shares) 
and 17.5% (for all other shares, including Satrix ETFs) of the value of the equities. Margin calls are made for the full value of any decrease in 
value of the equities on a daily basis.

CFD positions with clients are funded with equal and opposite CFD positions with other financial institutions. External funding is only used 
on an intra-day basis to purchase the underlying equity positions which are then delivered to the financial institution, at the end of each 
business day, for settlement of the intra-day funding provided. The CFD positions are classified as financial assets or liabilities at fair value 
through profit or loss.

The group is contractually bound to pay out or recover any fair value adjustments from the parties entering into the CFD, based on the fair 
value movement of the specified listed equities invested in for the client.

14. CASH AND CASH EQUIVALENTS (INCLUDING MONEY MARKET INVESTMENTS)
Cash and cash equivalents consist of cash held at call with banks and other short-term highly liquid investments with maturities of three 
months or less. Investments in money market funds are classified as cash equivalents, since these funds are held to meet short-term cash 
requirements, are highly liquid investments that are readily convertible to known amounts of cash and which are subject to an insignificant 
risk of changes in value. Bank overdrafts are included within borrowings in the statement of financial position.
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15. INSURANCE AND INVESTMENT CONTRACTS – CLASSIFICATION
The group issues contracts that transfer insurance risk, financial risk or both.

A distinction is made between investment contracts (which fall within the scope of IAS 39 – Financial instruments: Recognition and 
measurement) and insurance contracts (where the FSV method continues to apply, subject to certain requirements specified in IFRS 4 – 
Insurance contracts). A contract is classified as insurance where the group accepts significant insurance risk by agreeing with the policyholder 
to pay benefits if a specified uncertain future event (the insured event) adversely affects the policyholder or other beneficiary. Significant 
insurance risk exists where it is expected that, for the duration of the policy or part thereof, policy benefits payable on the occurrence of 
the insured event will exceed the amount payable on early termination before allowance for expense deductions at early termination. Once 
a contract has been classified as an insurance contract, the classification remains unchanged for the remainder of its lifetime, even if the 
insurance risk reduces significantly during this period. Financial risk is the risk of a possible future change in one or more of a specified 
interest rate, security price, commodity price, foreign exchange rate, index of prices or rates, credit rating, credit index or other variable 
provided, in the case of a non-financial variable, that the variable is not specific to a party to the contract. Insurance contracts may also 
transfer some financial risk.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk. These contracts are measured at the 
fair value of the corresponding financial assets.

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).

16. INSURANCE CONTRACTS
Policyholder contracts that transfer significant insurance risk are classified as insurance contracts. 

Insurance contracts are classified into two categories, depending on the duration of or type of insurance risks, namely short-term and long-
term insurance contracts.

Short-term insurance
Short-term insurance provides benefits under short-term policies, which include property, business interruption, transportation, motor, 
personal all risk, accident and health, professional indemnity, public liability, marine, employers’ liability, group personal accident, natural 
disasters and miscellaneous. Short-term insurance contracts are further classified into the following categories:
• Personal insurance, consisting of insurance provided to individuals and their personal property.
• Commercial insurance, providing cover on the assets and liabilities of business enterprises.

Recognition and measurement
i)  Gross written premium
  Gross premiums exclude VAT and other foreign indirect taxes. Premiums are accounted for as income when the risk related to the 

insurance policy incepts and are spread over the risk period of the contract by using an unearned premium provision. This also 
includes premiums received in terms of reinsurance agreements. All premiums are shown before deduction of commission payable to 
intermediaries.

ii) Claims incurred
  Claims incurred consist of claims and claims handling expenses paid during the financial year and are charged to the income statement 

as incurred.

iii) Provision for unearned premium
  Premiums are earned from the date the risk attaches, over the indemnity period, based on the pattern of the risk underwritten. 

Unearned premiums, which represent the proportion of premiums written in the current year, which relate to risks that have not expired 
by the end of the financial year, are calculated on a time proportionate basis for even risk contracts and other bases that best represent 
the unearned risk profile for uneven risk contracts. The group has predominantly even risks contracts.

iv) Provision for unexpired risk
  Provision is made for underwriting losses that may arise from unexpired risks when it is anticipated that unearned premiums will 

be insufficient to cover future claims, as well as claims-handling fees and related administrative costs. This liability adequacy test is 
performed annually to ensure the adequacy of short-term insurance liabilities.
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16. INSURANCE CONTRACTS (continued)
Short-term insurance (continued)
Recognition and measurement (continued)
v) Provision for claims
  Provision is made on a prudent basis for the estimated final cost of all claims that have not been settled by the reporting date, less 

amounts already paid. Claims and loss adjustment expenses are charged to income as incurred, based on the estimated liability for 
compensation owed to the beneficiaries (contract holders or third parties damaged by the contract holders) of the insurance contracts. 
They include direct and indirect claims settlement costs and assessment charges and arise from events that have occurred up to the end 
of the reporting period even if they have not yet been reported to the group. The group does not discount its claim provision for unpaid 
claims other than for disability claims. Liabilities for unpaid claims are estimated using the input of assessments for individual cases 
reported to the group and statistical analyses for the claims incurred but not reported, and to estimate the expected ultimate cost of 
more complex claims that may be affected by external factors (such as court decisions). The group’s own assessors or external assessors 
individually assess claims.

vi) Provision for claims incurred but not reported (IBNR)
  Provision is also made for claims arising from insured events that occurred before the close of the reporting period, but which had not 

been reported to the group by that date. The provision is based on a best estimate liability plus an adjustment for risk (where sufficient 
historical data is available). Refer to the other accounting estimates and judgements in applying accounting policies section of the 
detailed accounting policies for further detail.

vii) Deferred acquisition costs (DAC)
  Commissions that vary with and are related to securing new contracts and renewing existing contracts are deferred over the period in 

which the related premiums are earned, and recognised as a current asset. All other costs are recognised as expenses when incurred.

viii) Reinsurance contracts held
  Contracts entered into by the group with reinsurers under which the group is compensated for losses on one or more contracts 

issued by the group and that meet the classification requirements for insurance contracts, are classified as reinsurance contracts held. 
Contracts that do not meet these classification requirements are classified as financial assets. Income received from insurance contracts 
entered into by the group under which the contract holder is another insurer (inwards reinsurance) is included in premium income.

  The benefits to which the group is entitled under its reinsurance contracts held are classified as reinsurance assets. These assets consist 
of short-term balances due from reinsurers (classified within receivables including insurance receivables) on settled claims, as well as 
estimates (classified as reinsurance assets) that are calculated based on the gross outstanding claims and IBNR provisions. They are 
included in current assets, except for maturities greater than 12 months after the end of the reporting period.

  Amounts recoverable from or due to reinsurers are measured consistently with the amounts associated with the reinsurance contracts 
and in accordance with the terms of each reinsurance contract. Reinsurance liabilities are primarily premiums payable for reinsurance 
contracts and are recognised as an expense when incurred.

  The reinsurer’s share of unearned premiums represents the portion of the current year’s outward reinsurance premiums that relate 
to the risk periods covered by the related reinsurance contracts extending into the following year. The reinsurer’s share of unearned 
premium is calculated using the 365th method.

  Income from reinsurance contracts ceded, that varies with and is related to obtaining new reinsurance contracts and renewing existing 
reinsurance contracts, is deferred over the period of the related reinsurance contract and is recognised as a current liability.

  The group assesses its reinsurance assets for impairment on a quarterly basis. If there is objective evidence that the reinsurance asset 
is impaired, the group reduces the carrying amount of the reinsurance asset to its recoverable amount and recognises that impairment 
loss in the income statement. The group gathers the objective evidence that a reinsurance asset is impaired using the same process 
adopted for financial assets held at amortised cost. The impairment loss is also calculated following the same method used for these 
financial assets.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018
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16. INSURANCE CONTRACTS (continued)
Short-term insurance (continued)
Recognition and measurement (continued)
ix) Receivables and payables related to insurance contracts
  Receivables and payables are recognised when due. These include amounts due to and from agents, intermediaries and insurance 

contract holders and are included under receivables including insurance receivables and trade and other payables.

  If there is objective evidence that the insurance receivable is impaired, the group reduces the carrying amount of the insurance 
receivable accordingly and recognises that impairment loss in the income statement. The group gathers objective evidence that an 
insurance receivable is impaired using the same process adopted for loans and receivables. The impairment loss is also calculated 
according to the same method used for these financial assets.

x) Salvage reimbursements
  Some insurance contracts permit the group to sell (usually damaged) property acquired in settling a claim (i.e. salvage). The group 

may also have the right to pursue third parties for payment of some or all costs (i.e. subrogation). Estimates of salvage recoveries are 
included as an allowance in the measurement of the insurance liability for claims. The allowance is the amount that can reasonably be 
recovered from the disposal of the property.

  Subrogation reimbursements are also considered as an allowance in determining the insurance liability for claims and are recognised in 
other assets when the liability is settled. The allowance is the assessment of the amount that can be recovered from the action against 
the liable third party.

Long-term insurance
These contracts are valued in terms of the FSV basis contained in SAP 104 issued by the Actuarial Society of South Africa and are reflected as 
Insurance contracts’ liabilities.

Liabilities are valued as the present value of future cash flows due to benefit payments and administration expenses that are directly related 
to the contract discounted at the rate of return at year-end on the assets backing the policyholder funds. Future cash flows are projected on 
a best estimate basis with an allowance for compulsory margins for adverse deviations as prescribed by SAP 104. Best estimate assumptions 
are required for future investment returns, expenses, persistency, mortality and other factors that may impact the financial position of the 
group. As per SAP 104, contractual premium increases are allowed for, but future voluntary premium increases are ignored.

In addition, certain discretionary margins are created to allow profits to emerge over the lifetime of the policy to reflect the small number 
of policies and associated volatility. Where the number of policies is small, the prescribed margins alone do not result in an acceptable 
probability of the total reserve being sufficient to meet all liabilities.

The financial soundness methodology includes allowance for liability adequacy testing to ensure that the carrying amount of technical 
provisions is sufficient in view of estimated future cash flows. Where a shortfall is identified, an additional provision is made.

The group reflects premium income relating to insurance business on a gross basis together with the gross amount of any reinsurance 
premiums. All premiums are accounted for when they become due and payable.

The group shows the gross amount of policyholder benefit payments in respect of insurance contracts together with the gross reinsurance 
recoveries and accounts for such transactions when claims are intimated.

Claims on long-term insurance contracts, which include death, disability, maturity, surrender and annuity payments, are charged to income 
when notified of a claim based on the estimated liability for compensation owed to policyholders. Outstanding claims are recognised in 
insurance and other payables. Reinsurance recoveries are accounted for in the same period as the related claim.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of 
future events that are believed to be reasonable under the circumstances.

The group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. 
Estimates and judgements are continually evaluated and based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under circumstances.
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17. FINANCIAL LIABILITIES
A financial liability is any liability that is a contractual obligation to deliver cash or another financial asset to another entity.

Financial liabilities include borrowings, derivative financial liabilities, investment contracts, third-party liabilities arising on consolidation of 
mutual funds and trade and other payables. The group issues investments contracts without fixed terms (unit-linked) and with fixed and 
guaranteed terms (fixed-interest rate).

Financial liabilities are initially recognised at fair value less transaction costs that are directly attributable to the raising of the funds, for all 
financial liabilities carried at amortised cost. All financial liabilities measured at fair value through profit or loss are initially recognised at fair 
value. The best evidence of the fair value at initial recognition is the transaction price (i.e. the fair value of the consideration received) unless 
the fair value of that instrument is evidenced by comparison with other observable current market transactions in the same instrument or 
based on a valuation technique whose variables include only data from observable markets.

Financial liabilities at fair value through profit or loss are subsequently measured at fair value, with any resultant gains and losses recognised 
in the income statement. The net gain or loss recognised in the income statement incorporates any measurement gains or losses and interest 
expense on the financial liability. These financial liabilities are classified as current liabilities if they are either held for trading or expected to 
be settled within 12 months of the reporting date.

Third-party financial liabilities on consolidation of mutual funds are effectively demand deposits of external investors’ interests in 
consolidated mutual funds and are consequently measured at fair value, which is the quoted unit values as derived by the fund administrator 
with reference to the rules of each particular fund. Fair value gains or losses are recognised in profit or loss.

Financial liabilities, or a portion thereof, are derecognised when the obligation specified in the contract is discharged, cancelled or expired. 
On derecognition, the difference between the carrying amount of the financial liability, including related unamortised costs, and settlement 
amounts paid are included in the income statement.

Financial liabilities are classified as current liabilities if payment is due within one year or less (or in the normal operating cycle of the 
business if longer). If not, they are presented as non-current liabilities.

The group uses its own credit risk spreads in determining the current value for its derivative liabilities and all other liabilities for which it  
has elected the fair value option. When the group’s credit spreads widen, the group recognises a gain on these liabilities because the value 
of the liabilities has decreased. When the group’s credit spreads narrow, the group recognises a loss on these liabilities because the value of 
the liabilities has increased.

17.1 Investment contracts
The fair value of a unit-linked financial liability is determined using the current unit price reflecting the fair values of the financial 
assets contained within the group’s unitised investment funds linked to the financial liability, multiplied by the number of units 
attributed to the policyholder at a reporting date. No initial profit is recognised immediately as any profit on initial recognition is 
amortised in line with cash flow projections over the life of the contract.

For investment contracts with fixed and guaranteed terms, the amortised cost basis is used. In this case, the liability is initially 
measured at its fair value less transaction costs that are incremental and directly attributable to the acquisition or issue of  
the contract.

Subsequent measurement of investment contracts at amortised cost uses the effective-interest method. This method requires the 
determination of an interest rate (the effective-interest rate) that exactly discounts to the net carrying amount of the financial liability, 
the estimated future cash payments or receipts through the expected life of the financial instrument.

All other investment contract liabilities are designated on initial recognition at fair value through profit and loss. This designation 
significantly reduces a measurement inconsistency that would otherwise arise if these financial liabilities were not measured at fair 
value, since the assets held to back the investment contract liabilities are also measured at fair value.

The liability under investment contracts is derecognised when the contract expires, is discharged or is cancelled by the policyholder. 
For a contract that can be cancelled by the policyholder, the fair value cannot be less than the surrender value.

17.2 Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised 
cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement 
over the period of the borrowings using the effective-interest method.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
for the year ended 28 February 2018
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17. FINANCIAL LIABILITIES (continued)
17.3 Trade and other payables

Trade and other payables are recognised when the group has a present obligation arising from past events, the settlement of which 
is expected to result in an outflow of economic benefits from the group. Trade and other payables are recognised initially at fair 
value, net of transaction costs incurred. Trade and other payables are subsequently stated at amortised cost; any difference between 
the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over the period using the 
effective-interest method. Trade and other payables are classified as current liabilities if payment is due within one year or less (or in 
the normal operating cycle of the business if longer). If not, they are presented as non-current liabilities.

Insurance payables are obligations to pay for services that have been acquired in the ordinary course of business and include 
amounts due from agents, intermediaries and insurance contract holders. Insurance payables are classified as current liabilities if 
payment is due within one year or less (or in the normal operating cycle of the business if longer). If not, they are presented as non-
current liabilities.

Insurance payables are recognised initially at fair value and subsequently measured at amortised cost using the effective- 
interest method.

17.4 Financial guarantee contracts
Financial guarantee contracts issued by the group are those contracts that require a payment to be made to reimburse the  
holder for a loss it incurs because the specified debtor fails to make a payment when it becomes due in accordance with the terms  
of a debt instrument.

Financial guarantee contracts are recognised initially at fair value. Subsequently, the contract is measured at the higher of the amount 
determined in accordance with IAS 37 and the amount initially recognised less cumulative amortisation recognised in accordance 
with IAS 18, unless it was designated as at fair value through profit or loss at inception and measured as such.

Financial guarantees are derecognised when the obligation is extinguished, expires or is transferred.

18. DEFERRED REVENUE LIABILITY (DRL)
Service fee income on investment management contracts is recognised on an accrual basis as and when the services are rendered. A DRL is 
recognised in respect of upfront fees, which are directly attributable to a contract that is charged for securing the investment management 
service contract. The DRL is then amortised to revenue when the services are provided, over the expected duration of the contract on a 
straight-line basis. The amount of the DRL that is amortised in the next financial year will be classified as current assets and the rest of the 
DRL will be classified as non-current assets. Refer to accounting policy note 28 for the group’s revenue recognition policy.

19. STATED CAPITAL AND TREASURY SHARES
Stated capital represented the par value of ordinary shares issued, being classified as equity. During the 2014 financial year, the ordinary 
shares were converted to no par value shares, resulting in share capital and share premium being transferred to stated share capital.

Incremental costs directly attributable to the issue of equity instruments are shown in equity as a deduction from the proceeds, net of tax.

Treasury shares
The cost of treasury shares acquired are debited to the treasury share reserve, and upon disposal of such shares, the reserve is credited with 
the weighted average calculated cost attributable to the shares disposed of.

Where any group company purchases the company’s equity share capital (treasury shares), the consideration paid, including any directly 
attributable incremental costs (net of income taxes), is deducted from equity attributable to the company’s equity holders until the shares are 
cancelled, reissued or disposed of. Where such shares are subsequently sold, reissued or otherwise disposed of, any consideration received is 
included in equity attributable to the company’s equity holders, net of any directly attributable incremental transaction costs and the related 
income tax effects. Any net income in relation to treasury shares (both fair value movements and dividends) is eliminated from group profits 
for the year. The number of shares in the earnings per share calculation is reduced for treasury shares held during the period on a weighted 
average basis.

Share trust
Certain of the group’s remuneration schemes are operated through the PSG Konsult Group Share Incentive Trust. The share trust is 
considered to be a special-purpose entity controlled by the group and is therefore consolidated.

The shares purchased by the share trust are considered to be treasury shares and are treated in accordance with the group’s policy for 
treasury shares.
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20. CURRENT AND DEFERRED INCOME TAX
The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement, except to the extent 
that it relates to items recognised in other comprehensive income or directly in equity. In this case, the tax is also recognised in other 
comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the reporting date  
in the countries where the group’s subsidiaries, associated companies and joint ventures operate and generate taxable income.  
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulations are  
subject to interpretation and establishes provisions, where appropriate, on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and 
liabilities and their carrying amounts in the consolidated financial statements. However, if the deferred income tax arises from initial 
recognition of an asset or liability in a transaction other than a business combination, that at the time of the transaction affects neither 
accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is determined using tax rates (and laws) that have been 
enacted or substantively enacted by the reporting date and are expected to apply when the related deferred income tax asset is realised or 
the deferred income tax liability is settled. 

In respect of temporary differences arising from the fair value adjustments on investment properties, deferred taxation is provided at the 
capital gains effective rate, as it is assumed that the carrying value will be recovered through sale.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the 
temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, associated companies and joint ventures, 
except where the group controls the timing of the reversal of the temporary difference and it is probable that the temporary difference will 
not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax 
liabilities and when the deferred income tax assets and liabilities relate to income tax levied by the same taxation authority on either the 
taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.

20.1 Dividend withholding tax (DWT)
DWT is levied on the shareholders (or beneficial owners) receiving the dividend. Shareholders are subject to DWT on dividends 
received, unless they are exempt in terms of the amended tax law. DWT is levied at 20% of the dividend received. The DWT is 
categorised as a withholding tax, as the tax is withheld and paid to tax authorities by the company paying the dividend or by a 
regulated intermediary and not the beneficial owner of the dividend. Where a non-exempt group company is a beneficial owner of 
the dividend, the DWT is recorded as an expense in the income statement when the dividend income is earned. 

21. TRUST AND FIDUCIARY ACTIVITIES
The group acts as a trustee or in other fiduciary capacities that result in the holding, placing or managing of assets for the account of and 
the risk of clients. As these are not the assets of the group, they are not reflected on the statement of financial position.

22. EMPLOYEE BENEFITS
22.1 Pension obligations

The group only has defined-contribution plans. A defined-contribution plan is a pension plan under which the group pays fixed 
contributions into a separate entity. The group has no legal or constructive obligations to pay further contributions if the fund  
does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods. 
For defined-contribution plans, the group pays contributions to publicly or privately administered pension insurance plans on a 
mandatory, contractual or voluntary basis. The group has no further payment obligations once the contributions have been paid.  
The contributions are recognised as an employee benefit expense when they are due. Prepaid contributions are recognised as an 
asset to the extent that a cash refund or a reduction in the future payments is available.

22.2 Other post-retirement benefits
The group offers no other post-retirement benefits.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
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22. EMPLOYEE BENEFITS (continued)
22.3 Share-based compensation

The group grants share options to certain employees under various equity-settled share-based compensation schemes.

The share-based compensation scheme is treated on a PSG Konsult subsidiary level as a cash-settled share-based compensation 
scheme. The accounting treatment of the cash-settled share-based compensation scheme by the subsidiaries is reversed on 
consolidation and replaced with the equity-settled share-based compensation scheme.

The fair value of the employee services received in exchange for the grant of the share options is recognised as an expense in the 
income statement, with the corresponding increase in a share-based payment reserve in the statement of changes in equity and 
represents the fair value at grant date of the share options that will be delivered on vesting. The total amount to be expensed over 
the vesting period, which is five years, is determined by reference to the fair value of the share options granted, excluding the impact 
of any non-market vesting conditions. Non-market vesting conditions are included in assumptions about the number of share options 
that are expected to become exercisable. At each reporting date, the entity revises its estimates of the number of share options that 
are expected to become exercisable. It recognises the impact of the revision of original estimates, if any, in the income statement,  
and a corresponding adjustment to equity. 

On a group level, the deferred income tax and income tax charge relating to the expense are limited to the actual equity-settled 
share-based scheme expense, and the excess deferred income tax and income tax charge relating to the subsidiaries are recognised 
in equity. When the share options have vested, the relevant amount recognised in equity for the employee services, up to the vesting 
date, and the related deferred income tax and income tax are transferred from the share-based payment reserve to retained earnings 
through an equity transfer. On exercise of the equity-settled share-based payment, any proceeds received are credited to stated 
capital. The difference between the market value of the shares transferred to the option holder on exercise date and strike price paid 
by the option holder is recognised in equity as part of the share-based payment reserve. If the market value of the shares transferred 
to the option holder is greater than the strike price paid, it would result in a decrease in the share-based payment reserve; if the 
market value of the shares transferred to the option holder is less than the strike price paid, it would result in an increase in the 
share-based payment reserve.

The fair value is determined by using the Black-Scholes valuation model and the assumptions used to determine the fair value are 
detailed in note 11 to the group financial statements.

If the group cancels or settles a grant of equity instruments during the vesting period, the group accounts for the cancellation or 
settlement of the grant and recognises immediately the amount that otherwise would have been recognised for services received 
over the remainder of the vesting period.

22.4 Annual leave
Employee entitlements to annual leave are recognised when they accrue to employees. An accrual is made for the estimated annual 
leave as a result of services rendered by employees up to reporting date.

22.5 Profit sharing and bonus plans
The group recognises a liability and an expense for bonuses and profit sharing, based on a formula that takes into consideration the 
profit attributable to the company’s shareholders after certain adjustments. The group recognises a provision where contractually 
obliged, or where there is a past practice that has created a constructive obligation.

22.6 Termination benefits
Termination benefits are employee benefits payable as a result of either an entity’s decision to terminate an employee’s employment 
before the normal retirement date or an employee’s decision to accept voluntary redundancy in exchange for those benefits.  
The group recognises these termination benefits when the group is demonstrably committed either to terminating the employment of 
an employee or group of employees before the normal retirement date, or providing termination benefits as a result of an offer made 
in order to encourage voluntary redundancy. The group is demonstrably committed to a termination when the group has a detailed 
formal plan (with specified minimum contents) for the termination and it is without realistic possibility of withdrawal. The group 
recognises termination benefits at the earlier of the following dates: (a) when the group can no longer withdraw the offer of those 
benefits; and (b) when the group recognises costs for a restructuring that is within the scope of IAS 37 and involves the payment of 
termination benefits. Where termination benefits fall due more than 12 months after the reporting period, they are discounted. In the 
case of an offer made to encourage voluntary redundancy, 12 months after the reporting period, they are discounted. In the case of 
an offer made to encourage voluntary redundancy, the measurement of termination benefits is based on the number of employees 
expected to accept the offer. In the case of an offer made to encourage voluntary redundancy, benefits are immediately recognised  
as an expense.
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23. PROVISIONS, CONTINGENT LIABILITIES AND ASSETS
23.1 Provisions

Provisions are recognised when:
• the group has a present legal or constructive obligation, which has uncertain timing or amount, as a result of past events;
• it is more likely than not that an outflow of resources will be required to settle the obligation; and
• the amount has been reliably estimated.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax 
rate that reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the 
provision due to passage of time is recognised as an interest expense.

23.2 Contingent liabilities and assets
A contingent liability is either a possible obligation that arises from past events and whose existence will be confirmed only by 
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the group or a present 
obligation that arises from past events but it is not probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation or the amount of the obligation cannot be measured with sufficient reliability. These contingent 
liabilities are not recognised in the statement of financial position, but disclosed in the notes to the financial statements.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the occurrence or 
non-occurrence of one or more uncertain future events not wholly within the control of the entity. These contingent assets are not 
recognised in the statement of financial position, but are disclosed in the notes to the financial statements if the inflow of financial 
benefits is probable.

24. LEASES
24.1 Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating 
leases. Payments made under operating leases are charged to the income statement on a straight-line basis over the period of the 
lease. When an operating lease is terminated, any payment required by the lessor by way of penalty is recognised as an expense in 
the period in which termination takes place.

24.2 Finance leases
Leases of property and equipment, where the group substantially has all the risks and rewards of ownership, are classified as finance 
leases. Finance leases are capitalised at inception of the lease at the lower of the fair value of the leased asset or the current value 
of the minimum lease payments. Each lease payment is allocated between the liability and finance charges based on the interest rate 
charged on the outstanding balance. The corresponding rental obligations, net of finance charges, are included in borrowings. The 
interest element of the finance cost is charged to the income statement over the lease period. The property and equipment acquired 
under finance leases are depreciated over the shorter of the useful life of the asset and the lease term.

25. DIVIDEND DISTRIBUTIONS
Dividend distributions to the company’s shareholders are recognised as a liability in the period in which the dividends are approved by the 
company’s board of directors.

26. REVENUE RECOGNITION
Revenue comprises the fair value of the consideration received or receivable for services rendered in the ordinary course of the group’s 
activities, as well as interest and dividend income. The group’s activities include financial advice, stockbroking, fund management, financing 
and the issue of short-term and long-term insurance contracts.

Revenue is shown net of value-added tax, returns, rebates, discounts and after eliminating sales within the group.

The group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow 
to the entity and when specific criteria have been met for each of the group’s activities as described below. The group bases its estimates on 
historical results, taking into consideration the type of customer, the type of transaction and the specifics of each arrangement.

If circumstances arise that may change the original estimates of revenues, costs or extent of progress toward completion of services, 
estimates are revised. These revisions may result in increases or decreases in estimated revenues or costs and are reflected in income in the 
period in which the circumstances that give rise to the revision became known by management. 

ANNEXURE A – DETAILED ACCOUNTING POLICIES
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26. REVENUE RECOGNITION (continued)
26.1 Rendering of services

Fee income is recognised when the relevant company in the group is unconditionally entitled thereto. No profit is recognised when 
the outcome of a transaction cannot be estimated reliably. Fee income from the rendering of services can be summarised as follows:

Commissions, dealings and structuring
Revenue arising from advisory, stockbroking, portfolio management and brokerage activities is recognised in the accounting period in 
which the services are rendered with reference to completion of the specific transaction.

Investment management fees and initial fees
Charges for asset management services are paid by its customers using the following different approaches:
• Front-end fees are charged to the client on inception. This approach is used particularly for single-premium contracts.  

The consideration received is deferred as a liability and recognised over the life of the contract on a straight-line basis.
• Regular fees are charged to the customer by making a deduction from invested funds. Regular charges billed in advance are 

recognised on a straight-line basis over the billing period; fees charged at the end of the period are accrued as a receivable that 
is offset against the financial liability when charged to the customer.

26.2 Investment income
Interest income
Interest income is recognised using the effective-interest method. When a receivable is impaired, the group reduces the carrying 
amount to its recoverable amount, being the estimated future cash flow discounted at the original effective-interest rate of the 
instrument and continues unwinding discount as interest income. Interest income is included as part of investment income in the 
income statement.

Dividend income
Dividend income is recognised when the right to receive payment is established. Dividend income is included as part of investment 
income in the income statement.

27. MANAGED FUNDS ACTIVITIES
Certain companies within the group operate unit trusts and hold and invest funds on behalf of clients. Assets and liabilities representing 
such activities are not reflected on the statement of financial position, as these relate directly to clients. The values of these items are 
disclosed in the notes. Income from these activities is brought to account over the period to which the service relates.

28. OTHER ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
The group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. 
Estimates and judgements are continually evaluated and based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances.

28.1 Fair value of derivatives and other unlisted financial instruments
The fair value of financial instruments that are trading on recognised OTC platforms is based on the closing bid price and classified 
as quoted instruments. The fair value of financial instruments that are not traded in an active market is determined by using valuation 
techniques as disclosed in the policy relating to financial assets. Please refer to accounting policy regarding derivative financial 
instruments for further detail regarding fair value valuation techniques. The assumptions used in these valuation techniques are 
described as part of the fair value hierarchy analysis included in note 35.

28.2 Investment contracts
The group issues a significant number of investment contracts that are designated as at fair value through profit or loss.  
These financial instruments are not quoted in active markets, and their fair values are determined by using valuation techniques.  
Such techniques (for example, valuation models) are validated and periodically reviewed by qualified personnel independent of the 
area that created them. All models are validated before they are used and calibrated to ensure that outputs reflect actual experience 
and comparable market prices. The investment contract liabilities held at fair value are fully matched with the underlying assets.  
As such, the fair value of the investment contract liabilities is determined with reference to the fair value of the underlying asset.  
The carrying amount of the investment contract liabilities is R24.3 billion (2017: R22.6 billion).

28.3 Short-term insurance liabilities
One of the purposes of insurance is to enable policyholders to protect themselves against uncertain future events. Insurance 
companies accept the transfer of uncertainty from policyholders and seek to add value through the aggregation and management 
of these risks. The uncertainty inherent in insurance is inevitably reflected in the financial statements of the insurance company, 
principally in respect of the insurance liabilities of the company.

Insurance liabilities include the provisions for unearned premiums, outstanding claims and incurred but not reported claims.
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28. OTHER ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES (continued)
28.3 Short-term insurance liabilities (continued)

Process to determine significant assumptions
Insurance risks are unpredictable and the group recognises that it is not always possible to forecast, with absolute precision, future 
claims payable under existing insurance contracts. Over time, the group has developed a methodology that is aimed at establishing 
insurance provisions that have an above-average likelihood of being adequate to settle all its insurance obligations.
i) Unearned premiums
  Unearned premiums represent the amount of income set aside by the group to cover the cost of claims that may arise during 

the unexpired period of risk of insurance policies in force at the reporting date.

  The group raises provisions for unearned premiums on a basis that reflects the underlying risk profile of its insurance contracts. 
An unearned premium provision is created at the commencement of each insurance contract and is released as the risk covered 
by the contract expires. The group’s insurance contracts have an even risk profile. Therefore, the unearned premium provision is 
released evenly over the period of insurance using a time proportion basis.

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

ii)  Unexpired risk provision
  If the expected value of claims and expenses attributable to the unexpired periods of policies in force at the statement of 

financial position date exceeds the unearned premiums provision in relation to those policies, after deduction of any deferred 
commission expenses, management assesses the need for an unexpired risk provision (estimated future underwriting losses 
relating to unexpired risks).

  The need for an unexpired risk provision is assessed on the basis of information available at the reporting date. Claims events 
occurring after the statement of financial position date in relation to the unexpired period of policies in force at that time are 
not taken into account in assessing the need for an unexpired risk provision.

  Management will base the assessment on the expected outcome of those contracts, including the available evidence of claims  
experience on similar contracts in the past year, as adjusted for known differences, events not expected to recur, and the normal 
level of seasonal claims.

iii) Outstanding claims
  Outstanding claims represent the company’s estimate of the cost of settlement of claims that have occurred and were reported 

by the reporting date, but that have not yet been finally settled.

  Claims provisions are determined based on previous claims experience, knowledge of events, the terms and conditions of the 
relevant policies and the interpretation of circumstances. Each notified claim is assessed on a separate case-by-case basis with 
due regard for the specific circumstances, information available from the insured and/or loss adjuster and past experience with 
similar cases and historical claims payment trends. The approach also includes the consideration of the development of loss 
payment trends, the levels of unpaid claims, legislative changes, judicial decisions and economic conditions. The group employs 
people experienced in claims handling and rigorously applies standardised policies and procedures to claims assessment.

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

  The provision for outstanding claims is initially estimated at a gross level. A separate calculation is carried out to estimate 
reinsurance recoveries. The calculation of reinsurance recoveries considers the type of risk underwritten, the year in which the 
loss claim occurred and under which reinsurance programme the recovery will be made, the size of the claim and whether  
the claim was an isolated incident or formed part of a catastrophe reinsurance claim.

ANNEXURE A – DETAILED ACCOUNTING POLICIES
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28. OTHER ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES (continued)
28.3 Short-term insurance liabilities (continued)

Process to determine significant assumptions (continued)
iv) Claims incurred but not reported
  Provisions need to held for the eventual outcome of open claims that have occurred but have not been reported to the insurer 

by the reporting date. 

  The company utilises its own actuarial models to determine the appropriate amount of provision to hold, taking into account 
the nature, scale and complexity of the business. Each class of business is placed into homogeneous groups and modelled 
separately to determine the best estimate liability (probability-weighted mean) to be held, based on historic data and expert 
judgement. Where necessary, business of similar nature with insufficient claims detail is accounted for by extrapolating to the 
entire population in proportion to gross premium. The basic technique involves analysing the historical delay between loss 
events and the ultimate finalisation of these events to determine estimated development factors based on this historical pattern. 
The selected development factors are applied to cumulative internal claims data for each accident quarter that is not yet fully 
developed to produce an estimated ultimate claims cost per accident quarter.

  The provision is modelled on a gross basis with a related reinsurance asset recognised based on a proportion of reinsurance 
purchased for each portfolio and business line. Prudence is maintained on the net provision by including a separate risk 
adjustment. To obtain this adjustment, a stochastic chain-ladder model is utilised to perform numerous simulations and, in 
doing so, obtain a distribution of the ultimate claims cost. The risk adjustment is determined as being the additional funds 
required so that the IBNR provision will be sufficient at the 75th to 80th percentile of the ultimate cost distribution. 

  Where data is deemed not to be sufficient and the business is different in nature to the modelled groups, the company makes 
use of the minimum prescribed requirements provided by the applicable regulatory body.

28.4 Interests in subsidiaries and associates – mutual funds
The group has assessed its interests in the various mutual fund investments in which the group has the irrevocable asset 
management agreement over the mutual funds and in which the group has invested significantly. For other mutual funds, other 
factors such as the existence of control through voting rights held by the group in the fund, or significant economic power in the 
fund, are considered in the assessment of control. Judgement is required in the assessment of whether the group has control or 
significant influence in terms of the variability of returns from the group’s involvement in the funds, the ability to use power to affect 
those returns and the significance of the group’s investment in the funds. Based on the assessment of control or significant influence 
over these mutual funds, certain funds have been consolidated and others not. In terms of IFRS 10, the group considers itself to have 
control of a fund when it both owns the asset manager of the fund and holds approximately 30% economic interest thereof.

28.5 Unconsolidated structured entities – mutual funds
The group invests in various mutual funds which are widely recognised as investment trusts that are regulated by government 
agencies, marketed and open to public investment. These funds provide investors with access to returns on underlying assets in terms 
of predefined mandates. Pricing information is publicly available.

Management do not consider these vehicles to be unconsolidated structured entities as defined under IFRS 12, as these funds are 
vanilla in nature and do not have a complicated funding structure.

28.6 Money market funds
Cash and cash equivalents disclosed on the statement of financial position include investments in money market funds, being 
short-term, highly liquid investments with maturities of three months or less. Money market funds are classified as cash equivalents, 
since these funds are held to meet short-term cash requirements, are highly liquid investments, that are readily convertible to known 
amounts of cash and which are subject to an insignificant risk of changes in value. The underlying instruments in the money market 
funds are mainly (> 80%) issued credit papers of South Africa’s top six banks, all of which had a Moody’s short-term national rating 
of P1(ZA) on 28 February 2018 (28 February 2017: P1(ZA)). The classification of money market funds as cash equivalents is only 
judgemental for purposes of disclosure and judgement applied could not have any impact on disclosed carrying value of assets  
or liabilities.
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ANNEXURE B – INTERESTS IN SUBSIDIARIES
for the year ended 28 February 2018

INVESTMENT IN SUBSIDIARIES

Effective interest held
directly or indirectly1

Issued 
stated/share capital

Cost of
investment

Subsidiary
Country of
incorporation Nature of business

2018
%

2017
%

2018
R

2017
R

2018
R000

2017
R000

PSG Wealth Holdings Proprietary Limited South Africa Investment holding company  100  100  508 999 120  508 999 120  495 225  495 225 
PSG Wealth Group Services Proprietary Limited South Africa Provision for corporate financial administrative and advisory services  100  100  100  100 – –
PSG Securities Limited South Africa Stockbroking  100  100  4 738  4 738 – –
PSG Scriptfin Proprietary Limited South Africa Securitised lending business  100  100  200  200 – –
PSG Fixed Income and Commodities  
Proprietary Limited

South Africa Trading of fixed income instruments  100  100  95 827  95 827 – –

PSG Multi Management Proprietary Limited South Africa Multi-manager  100  100  121  121 – –
PSG Life Limited South Africa Linked insurance company  100  100  305 500  305 500 – –
PSG Invest Proprietary Limited South Africa LISP functionality  100  100  20 500 100  20 500 100 – –

PSG Distribution Holdings Proprietary Limited South Africa Investment holding company  100  100  766 486 372  761 199 220  549 775  544 488 
PSG Wealth Financial Planning Proprietary Limited South Africa Financial, investment planning, advice and stockbroking  100  100  110  110 – –
PSG Optimum Proprietary Limited South Africa Investment management, insurance and investment brokers,  

financial planning and advice
 51  51  200  200 – –

PSG Nylstroom Proprietary Limited South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 51  51  200  200 – –

PSG Warmbad Proprietary Limited2 South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 26  26  200  200 – –

PSG Potgietersrus Proprietary Limited2 South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 36  36  116 500  116 500 – –

PSG Ellisras Proprietary Limited2 South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 26  26  500  500 – –

PSG Trust Proprietary Limited South Africa Trust and fiduciary services  100  100  111  111 – –
PSG Employee Benefits Limited South Africa Healthcare, brokerage and administration  74  74  1 962  1 962 – –
PSG Corporate Financial Planning Proprietary Limited South Africa Healthcare, brokerage and employee benefits  74  74  100  100 – –
Nhluvuko Risk Administration Proprietary Limited South Africa Administration  74  74  100  100 – –
PSG Namibia Proprietary Limited Namibia Investment management, insurance and investment brokers,  

financial planning and advice
 58  58  300 000  300 000 – –

PSG Insure Holdings Proprietary Limited South Africa Investment holding company  100  100  102  102  176 714  176 714 
Western Group Holdings Limited Namibia Investment holding company with investment in two short-term  

insurance companies
 60  60  134 233 976  134 233 976 – –

Western National Insurance Company Limited 
(Namibia)

Namibia Short-term insurance company focusing on commercial and 
agricultural markets

 60  60  146 600  146 600 – –

Western National Insurance Company Limited  
(South Africa)

South Africa Short-term insurance company focusing on commercial and 
agricultural markets

 60  60  810  810 – –

Hi-Five Corporation Finance Proprietary Limited Namibia Debtor financing  60  60  100  100 – –
Born Free Investments 487 Proprietary Limited South Africa Property investment company  60  60  101  101 – –
Western Administration Services Proprietary Limited South Africa Group administration services  60  60  200  200 – –
PSG Konsult Insurance Solutions Proprietary Limited South Africa Short-term underwriting business  65  65  300  300 – –

PSG Asset Management Holdings Proprietary 
Limited

South Africa Investment holding company  100  100  121  121  344 616  344 616 

PSG Asset Management Proprietary Limited South Africa Local management company  100  100  2 797 121  2 797 121 – –
PSG Asset Management Group Services  
Proprietary Limited

South Africa Provision of corporate, financial administrative and advisory services  100  100  1 351  1 351 – –

PSG Collective Investments (RF) Limited South Africa Local unit trusts  100  100  50 099  50 099 – –
PSG Fund Management (CI) Limited Guernsey Offshore unit trusts  100  100  102 824  102 824 – –
PSG Malta Holdings Proprietary Limited Malta Investment holding company  100  100  2 088 190  2 088 190 – –
PSG Fund Management (Malta) Limited Malta Offshore unit trusts  100  100  2 086 864  2 086 864 – –
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INVESTMENT IN SUBSIDIARIES

Effective interest held
directly or indirectly1

Issued 
stated/share capital

Cost of
investment

Subsidiary
Country of
incorporation Nature of business

2018
%

2017
%

2018
R

2017
R

2018
R000

2017
R000

PSG Wealth Holdings Proprietary Limited South Africa Investment holding company  100  100  508 999 120  508 999 120  495 225  495 225 
PSG Wealth Group Services Proprietary Limited South Africa Provision for corporate financial administrative and advisory services  100  100  100  100 – –
PSG Securities Limited South Africa Stockbroking  100  100  4 738  4 738 – –
PSG Scriptfin Proprietary Limited South Africa Securitised lending business  100  100  200  200 – –
PSG Fixed Income and Commodities  
Proprietary Limited

South Africa Trading of fixed income instruments  100  100  95 827  95 827 – –

PSG Multi Management Proprietary Limited South Africa Multi-manager  100  100  121  121 – –
PSG Life Limited South Africa Linked insurance company  100  100  305 500  305 500 – –
PSG Invest Proprietary Limited South Africa LISP functionality  100  100  20 500 100  20 500 100 – –

PSG Distribution Holdings Proprietary Limited South Africa Investment holding company  100  100  766 486 372  761 199 220  549 775  544 488 
PSG Wealth Financial Planning Proprietary Limited South Africa Financial, investment planning, advice and stockbroking  100  100  110  110 – –
PSG Optimum Proprietary Limited South Africa Investment management, insurance and investment brokers,  

financial planning and advice
 51  51  200  200 – –

PSG Nylstroom Proprietary Limited South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 51  51  200  200 – –

PSG Warmbad Proprietary Limited2 South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 26  26  200  200 – –

PSG Potgietersrus Proprietary Limited2 South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 36  36  116 500  116 500 – –

PSG Ellisras Proprietary Limited2 South Africa Investment management, insurance and investment brokers,  
financial planning and advice

 26  26  500  500 – –

PSG Trust Proprietary Limited South Africa Trust and fiduciary services  100  100  111  111 – –
PSG Employee Benefits Limited South Africa Healthcare, brokerage and administration  74  74  1 962  1 962 – –
PSG Corporate Financial Planning Proprietary Limited South Africa Healthcare, brokerage and employee benefits  74  74  100  100 – –
Nhluvuko Risk Administration Proprietary Limited South Africa Administration  74  74  100  100 – –
PSG Namibia Proprietary Limited Namibia Investment management, insurance and investment brokers,  

financial planning and advice
 58  58  300 000  300 000 – –

PSG Insure Holdings Proprietary Limited South Africa Investment holding company  100  100  102  102  176 714  176 714 
Western Group Holdings Limited Namibia Investment holding company with investment in two short-term  

insurance companies
 60  60  134 233 976  134 233 976 – –

Western National Insurance Company Limited 
(Namibia)

Namibia Short-term insurance company focusing on commercial and 
agricultural markets

 60  60  146 600  146 600 – –

Western National Insurance Company Limited  
(South Africa)

South Africa Short-term insurance company focusing on commercial and 
agricultural markets

 60  60  810  810 – –

Hi-Five Corporation Finance Proprietary Limited Namibia Debtor financing  60  60  100  100 – –
Born Free Investments 487 Proprietary Limited South Africa Property investment company  60  60  101  101 – –
Western Administration Services Proprietary Limited South Africa Group administration services  60  60  200  200 – –
PSG Konsult Insurance Solutions Proprietary Limited South Africa Short-term underwriting business  65  65  300  300 – –

PSG Asset Management Holdings Proprietary 
Limited

South Africa Investment holding company  100  100  121  121  344 616  344 616 

PSG Asset Management Proprietary Limited South Africa Local management company  100  100  2 797 121  2 797 121 – –
PSG Asset Management Group Services  
Proprietary Limited

South Africa Provision of corporate, financial administrative and advisory services  100  100  1 351  1 351 – –

PSG Collective Investments (RF) Limited South Africa Local unit trusts  100  100  50 099  50 099 – –
PSG Fund Management (CI) Limited Guernsey Offshore unit trusts  100  100  102 824  102 824 – –
PSG Malta Holdings Proprietary Limited Malta Investment holding company  100  100  2 088 190  2 088 190 – –
PSG Fund Management (Malta) Limited Malta Offshore unit trusts  100  100  2 086 864  2 086 864 – –
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INVESTMENT IN SUBSIDIARIES (continued)

Effective interest held
directly or indirectly1

Issued 
stated/share capital

Cost of
investment

Subsidiary
Country of
incorporation Nature of business

2018
%

2017
%

2018
R

2017
R

2018
R000

2017
R000

Other
PSG Management Services Proprietary Limited South Africa Provision of corporate financial administrative and advisory services  100  100  100  100 – –
PSG Brokers (UK) Limited United Kingdom Investment management, insurance and investment brokers,  

financial planning and advice
 100  100  2 882  2 882 – –

PSG Konsult MS (UK) Limited United Kingdom Provision of corporate financial administrative and advisory services  100  100  14  14 – –
PSG Konsult Treasury Limited South Africa Centralised treasury activities for group  100  100  100  100 – –
Abrafield Proprietary Limited South Africa Property management  100  100  100  100 – –
Delerus Proprietary Limited South Africa Debtor financing  100  100  100  100 – –
PSG Konsult Group Share Incentive Trust South Africa Share trust3 – – – –  1  1 
PSG Konsult (Mauritius) Limited Mauritius Investment holding company  100  100  7 787 740  7 787 740  7 917  7 917 
PSG Holdings Limited (Mauritius) Mauritius Investment holding company  70  70  2 503 210  2 503 210 – –
PSG Wealth Limited (Mauritius) Mauritius Investment and wealth management, investment brokers,  

financial planning and advice, family office and corporate finance
 70  70  2 810 214  2 810 214 – –

PSG Securities Limited (Mauritius) Mauritius Stockbroking  70  70  417 009  417 009 – –
 1 574 248  1 568 961 

1 Ownership interest equal voting rights.
2 Although effective interest held is below 50%, the group controls these entities as the group is involved in the day-to-day running of these businesses, its strategies and has the 

ability to effect the returns generated by these entities.
3 PSG Konsult Group Share Incentive Trust consolidated in terms of requirement of IFRS 10 – Consolidated financial statements.

All the subsidiaries of the group are included in the consolidation. The proportion of the voting rights in the subsidiaries held directly do not 
differ from the proportion of ordinary shares held.

The following dormant or immaterial subsidiaries form part of the group: PSG Nominees Proprietary Limited, PSG Invest Nominees  
Proprietary Limited, Erf 1070 Ballot Street Proprietary Limited (Namibia), Topexec Management Bureau Proprietary Limited, Allfinanz Board  
of Executors & Trust Company Proprietary Limited, PSG Wealth Management Namibia Proprietary Limited, PSG Financial Planning Namibia 
Proprietary Limited, Cinetaur Proprietary Limited, PSG Konsult Securities Proprietary Limited, PSG Konsult Nucleus Proprietary Limited,  
PSG Konsult Verre-Noord Proprietary Limited, PSG Konsult Commercial Division Proprietary Limited, NFA Proprietary Limited, Utrade Nominees 
Proprietary Limited, Marled Nominees Proprietary Limited and PSG Short-Term Insurance Brokers Proprietary Limited.
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INVESTMENT IN SUBSIDIARIES (continued)

Effective interest held
directly or indirectly1

Issued 
stated/share capital

Cost of
investment

Subsidiary
Country of
incorporation Nature of business

2018
%

2017
%

2018
R

2017
R

2018
R000

2017
R000

Other
PSG Management Services Proprietary Limited South Africa Provision of corporate financial administrative and advisory services  100  100  100  100 – –
PSG Brokers (UK) Limited United Kingdom Investment management, insurance and investment brokers,  

financial planning and advice
 100  100  2 882  2 882 – –

PSG Konsult MS (UK) Limited United Kingdom Provision of corporate financial administrative and advisory services  100  100  14  14 – –
PSG Konsult Treasury Limited South Africa Centralised treasury activities for group  100  100  100  100 – –
Abrafield Proprietary Limited South Africa Property management  100  100  100  100 – –
Delerus Proprietary Limited South Africa Debtor financing  100  100  100  100 – –
PSG Konsult Group Share Incentive Trust South Africa Share trust3 – – – –  1  1 
PSG Konsult (Mauritius) Limited Mauritius Investment holding company  100  100  7 787 740  7 787 740  7 917  7 917 
PSG Holdings Limited (Mauritius) Mauritius Investment holding company  70  70  2 503 210  2 503 210 – –
PSG Wealth Limited (Mauritius) Mauritius Investment and wealth management, investment brokers,  

financial planning and advice, family office and corporate finance
 70  70  2 810 214  2 810 214 – –

PSG Securities Limited (Mauritius) Mauritius Stockbroking  70  70  417 009  417 009 – –
 1 574 248  1 568 961 

1 Ownership interest equal voting rights.
2 Although effective interest held is below 50%, the group controls these entities as the group is involved in the day-to-day running of these businesses, its strategies and has the 

ability to effect the returns generated by these entities.
3 PSG Konsult Group Share Incentive Trust consolidated in terms of requirement of IFRS 10 – Consolidated financial statements.

All the subsidiaries of the group are included in the consolidation. The proportion of the voting rights in the subsidiaries held directly do not 
differ from the proportion of ordinary shares held.

The following dormant or immaterial subsidiaries form part of the group: PSG Nominees Proprietary Limited, PSG Invest Nominees  
Proprietary Limited, Erf 1070 Ballot Street Proprietary Limited (Namibia), Topexec Management Bureau Proprietary Limited, Allfinanz Board  
of Executors & Trust Company Proprietary Limited, PSG Wealth Management Namibia Proprietary Limited, PSG Financial Planning Namibia 
Proprietary Limited, Cinetaur Proprietary Limited, PSG Konsult Securities Proprietary Limited, PSG Konsult Nucleus Proprietary Limited,  
PSG Konsult Verre-Noord Proprietary Limited, PSG Konsult Commercial Division Proprietary Limited, NFA Proprietary Limited, Utrade Nominees 
Proprietary Limited, Marled Nominees Proprietary Limited and PSG Short-Term Insurance Brokers Proprietary Limited.
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ANNEXURE B – INTERESTS IN SUBSIDIARIES
for the year ended 28 February 2018

CONSOLIDATED COLLECTIVE INVESTMENT SCHEMES 
At 28 February 2018 and 28 February 2017, the following significant collective investment schemes, managed by PSG Collective Investments (RF) 
Limited, were subsidiaries of the group:

Economic interest

Collective investment 
scheme ASISA classification Fund manager

2018
%

2017
%

2018
R000

2017
R000

PSG Diversified Income
Fund

South African – Multi  
Asset – Income

PSG Asset Management 
Proprietary Limited

 45 30 645 688 336 388

PSG Multi-Management  
Foreign Flexible Fund  
of Funds

Global – Multi Asset – 
Flexible

PSG Multi Management
Proprietary Limited

32  36  105 623  115 754 

PSG Income Fund South African – Interest  
Bearing – Short-term

PSG Asset Management 
Proprietary Limited

40  32  73 395  35 927 

PSG Wealth Enhanced 
Interest Fund

South African – Interest  
Bearing – Short-term

PSG Multi Management
Proprietary Limited

38 34 1 006 323 650 094

PSG Wealth Creator Fund
of Funds

South African – Equity – 
General

PSG Multi Management
Proprietary Limited

39  36  2 028 127  1 502 890 

PSG Wealth Moderate 
Fund of Funds

South African – Multi  
Asset – High equity

PSG Multi Management
Proprietary Limited

34  33  6 018 505  5 167 361 

PSG Wealth Income Fund
of Funds

South African – Multi  
Asset – Income

PSG Multi Management
Proprietary Limited

31  30  868 052  649 117 

PSG Wealth Global 
Creator Feeder Fund

Global – Equity – General PSG Multi Management
Proprietary Limited

30  30  1 408 863  1 081 214 

Further details of investments are available at the registered offices of the relevant group companies.

SUBSIDIARIES WITH SIGNIFICANT NON-CONTROLLING INTEREST (NCI)
The following tables summarise the information relating to the group’s subsidiaries that have material non-controlling interest, before any 
intergroup eliminations:

Western Group  
Holdings Limited

PSG Employee  
Benefits Limited

Non-controlling interest in subsidiaries
2018

%
2017

%
2018

%
2017

%

Ownership and voting rights  40  40  26  26 

Carrying value
of NCI

Profit or loss 
attributable

to NCI
Dividends paid

to NCI

2018
R000

2017
R000

2018
R000

2017
R000

2018
R000

2017
R000

Western Group Holdings Limited  212 605  173 322  38 851  37 943 –  – 
PSG Employee Benefits Limited  12 229  13 007  2 991  3 165  (3 770)  (1 560)
Other1  10 820  10 883  4 333  3 900  (4 395)  (3 731)
Total  235 654  197 212  46 175  45 008  (8 165)  (5 291)

1 Includes information relating to PSG Namibia Proprietary Limited, PSG Optimum Proprietary Limited, PSG Holdings Limited (Mauritius) and PSG Konsult Insurance Solutions 
Proprietary Limited.
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Western Group 
Holdings Limited

PSG Employee 
Benefits Limited

Summarised financial information
2018
R000

2017
R000

2018
R000

2017
R000

Statement of financial position
Current assets  707 987  643 501  30 272  35 520 
Non-current assets  455 135  433 273  29 143  27 920 
Current liabilities  (632 219)  (648 194)  (8 817)  (10 360)
Non-current liabilities  (4 758)  –  (3 460)  (2 947)
Net assets  526 145  428 580  47 138  50 133 

Statement of comprehensive income
Revenue  1 075 977  954 965  112 003  109 512 
Profit for the year  97 515  95 244  11 507  12 174 
Total comprehensive income  97 515  95 244  11 507  12 174 

Statement of cash flows
Cash flows from operating activities  50 668  14 197 13 291  14 575 
Cash flows from investing activities  2 059  (15 632)  (2 953)  6 630 
Cash flows from financing activities  1 373  36  (14 500)  (6 000)
Net increase/(decrease) in cash and cash equivalents  54 100  (1 399)  (4 162)  15 205 

There are also no significant restrictions on the subsidiaries’ ability to transfer funds in the form of cash for the repayment of loans made to the 
subsidiaries or to pay dividends other than the 18 regulated subsidiaries. These regulated subsidiaries are licensed asset management, long-term 
and short-term insurance entities that are regulated and therefore subject to statutory capital requirements set by each jurisdiction’s regulators. 
These require that the entities hold a prescribed minimum capital, and dividend distributions from these entities are only available from excess net 
assets over the required minimum capital.
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ANNEXURE C – INTERESTS IN JOINT VENTURES
for the year ended 28 February 2018

INVESTMENT IN JOINT VENTURES

 Proportion held
directly or indirectly

by holding companies
Group

carrying value

Company Nature of business
2018

%
2017

%
2018
R000

2017
R000

Unlisted
Jan Jonker Property  
Investment Trust1 Property investment  50  50 1 094  1 178 

1 Jan Jonker Property Investment Trust is incorporated in Namibia. 

Jan Jonker Property Investment Trust is a privately held trust and there is no quoted market price available for its ownership held.

Summarised financial information for joint ventures
Set out below is the summarised financial information for Jan Jonker Property Investment Trust which is accounted for using the equity method:

2018
R000

2017
R000

Statement of financial position
Total current assets  925  1 055 
Total current liabilities  (410)  (839)
Total non-current assets  25 982  25 735 
Total non-current liabilities  (20 773)  (22 378)
Net assets  5 724  3 573 

Statement of comprehensive income
Revenue  2 278  4 482 
Interest expense  (1 282)  (1 884)
Income tax expense  (222)  (462)
(Loss)/profit for the year  (167)  4 535 
Total comprehensive (loss)/income for the year  (167)  4 535 
Dividend received from joint venture –  17 313 

The information disclosed above reflects the amounts presented in the financial statements of Jan Jonker Property Investment Trust, adjusted for 
differences in accounting policies, and not the group’s share of those amounts.

There are no contingent liabilities or commitments relating to the group’s interest in the joint venture. There are also no significant restrictions on 
the joint venture’s ability to transfer funds in the form of cash for the repayment of loans made to the joint venture or to pay dividends.

Further details of the investment are available at the registered office of the relevant group company.
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ANNEXURE D – GLOSSARY
for the year ended 28 February 2018

AGM Annual general meeting
AIFA Absa Insurance and Financial Advisers Proprietary Limited 
ALSI All Share Index
APN Advisory Practice Note
AQRate AQRate Proprietary Limited
ASISA Association for Savings and Investment South Africa
BBBEE Broad-based black economic empowerment
BESA Bond Exchange of South Africa
CAGR Compound annual growth rate
CEO Chief executive officer
CFD Contracts for difference
CFO Chief financial officer
CGU Cash-generating unit
CIO Chief information officer
CIS Collective investment scheme
COBIT Control Objectives for Information and Related Technology
CODM Chief operating decision-maker
Companies Act Companies Act, No. 71 of 2008, as amended
COO Chief operating officer
CRM Client relationship management
CSI Corporate social investment
CSRC Customer service review committee
DAC Deferred acquisition costs
DMTN Domestic Medium Term Note
DRL Deferred revenue liability
DWT Dividend withholding tax
ECL Expected credit losses
EE Employment equity
ETF Exchange traded fund
Exco Executive committee
FICA Financial Intelligence Centre Act, No. 38 of 2001
FSB Financial Services Board
FSC Financial Sector Charter
FSCA Financial Sector Conduct Authority
FSCM Financial Services Commission Mauritius
FSV Financial soundness valuation
FTSE Financial Times Stock Exchange
FVPL Fair value through profit or loss
GCR Global Credit Rating Co.
GDP Gross domestic product
GFSC Guernsey Financial Services Commission
HEPS Headline earnings per share
HR Human resources
IBNR Incurred but not reported
IC framework Increased control framework
IFRIC International Financial Reporting Interpretations Committee
IFRS International Financial Reporting Standards
IIRC International Integrated Reporting Council
Income Tax Act Income Tax Act, No. 58 of 1962
IT Information technology
JSE Johannesburg Stock Exchange
King IV™ King IV Report on Corporate Governance™ for South Africa, 2016
KPI Key performance indicator
LISP Linked investment service provider
LT Long-term
Manco Management committee
MFSA Malta Financial Services Authority
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MOI Memorandum of incorporation
NAMFISA Namibia Financial Institutions Supervisory Authority
NCI Non-controlling interest
NED Non-executive director
NSX Namibian Stock Exchange
ORSA Own Risk and Solvency Assessment
OTC Over-the-counter
PE ratio Price-earnings ratio
POPI Protection of Personal Information Act, No. 4 of 2013
PPR Policyholder Protection Rules
PSG Konsult Treasury PSG Konsult Treasury Limited
PSG Life PSG Life Limited
RDR Retail Distribution Review
Remco Remuneration committee
RFI Reporting Financial Institution
RSA Republic of South Africa
SA South Africa
SAFEX South African Futures Exchange
SAICA South African Institute of Chartered Accountants
SAM Solvency Assessment and Management
SAP Standard of Actuarial Practice
SARB South African Reserve Bank
SEM Stock Exchange of Mauritius
SENS Stock Exchange News Service
SETA Skills Education Training Authority
SLA Service level agreement
SME Small and medium-sized enterprise
SPE Special-purpose entity
ST Short-term
STEM Science, technology, engineering and maths
TCF Treating Customers Fairly
TRI Total return index
UCITS Undertakings for the Collective Investment of Transferable Securities
UK United Kingdom
US United States of America
VWAP Volume-weighted average market price
Western Western Group Holdings
Western RSA Western National Insurance Company Proprietary Limited (RSA)
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CORPORATE iNFORMATiON

Registered name Bankers
PSG Konsult Limited Absa Bank Limited
(Registration number: 1993/003941/06) Standard Bank of South Africa Limited
(Tax reference number: 9550/644/07/5) First National Bank Limited
JSE share code (Primary listing): KST Rand Merchant Bank Limited
NSX share code: KFS BNP Paribas
Abbreviated name: PSG KST Investec Bank Limited
ISIN: ZAE000191417 Nedbank Limited

Country of incorporation Auditor
Republic of South Africa PricewaterhouseCoopers Inc.

Cape Town
Date of incorporation 
14 July 1993 Attorneys

DLA Cliffe Dekker Hofmeyr
PSG Konsult head office and registered office Blake Bester
4th Floor, The Edge, 3 Howick Close AO Hall (Guernsey)
Tyger Waterfront
Tyger Valley Transaction adviser and sponsor – JSE 
Bellville PSG Capital Proprietary Limited
7530
Tel: 021 918 7800 Transaction adviser and sponsor – NSX
Fax: 021 918 7921 PSG Wealth Management (Namibia) Proprietary Limited,

member of the Namibian Stock Exchange
Postal address
PO Box 3335 Transfer secretary
Tyger Valley Computershare Investor Services Proprietary Limited
Bellville (Registration number: 2004/003647/07)
7536 Rosebank Towers

15 Biermann Avenue
Company secretary Rosebank
PSG Management Services Proprietary Limited 2196
(Registration number: 2000/009351/07) (PO Box 61051, Marshalltown, 2107)

Website address Tel: 011 373 0000
www.psg.co.za Fax: 011 688 5200

SHAREHOLDER DiARY

Financial year-end 28 February
Financial half year 31 August

Financial reporting
Annual general meeting Friday, 22 June 2018
Announcement of interim results Thursday, 11 October 2018

Ordinary dividends
Final dividend
• Declared 19 April 2018
• Paid 14 May 2018
Interim dividend
• Declared October 2018
• Paid November 2018






