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Nature of Business

Trustco Group Holdings Limited (TGH) is in a high growth phase of the group’s business cycle. It operates mainly in the Namibian economy and has a core focus on insurance, education and financial services. Other major investments include property, property development, aircraft charter services and publishing and printing. The Group has facilities in Windhoek, Ongwediva, Rundu, Katima Mulilo, Walvis Bay, Keetmanshoop, Cape Town and Johannesburg. On 27 September 2007, Trustco celebrated its first year as a listed company on the Namibian Stock Exchange. 

Review of Operations

Insurance 

Growth is still experienced in this sector of operation. Management is of the opinion that the life insurance sector in Namibia offers above average growth opportunity, especially if it is supported by high-end technology. Although the insurance sector as a whole performs in terms of expectations, higher interest rates and commodity prices might have a dampening effect on exceptional growth. Although an increase in claims expenses was experienced, net profit still increased. Performance for the first six months was driven by an increase in the policy holder base and a reduction in expenses paid. This resulted in a growth in net profit after tax of 21.06% versus prior year period.  

Education and Financial Services

The Institute for Open Learning is now the largest distance education entity in Namibia. IOL Learn, the free to air channel of the Institute for Open Learning has generated the expected results. Student numbers have grown by 68%. Exceptional growth is expected in this sector. Most enrollments take place in the second half of the financial year. The market segment that offers training courses for teachers has almost reached maturity. The group is currently directing its focus on e-training and school leavers in grade 10 and 12. Revenue grew by 47.03% whilst net profit after tax grew by 28.84% versus prior period.

Wholesale, Development & Management Services

This sector was under pressure in the period under review, because of technical difficulties experienced in the printing press. A contributing factor was the fluctuating exchange rate contributing to higher cost in the purchase of raw materials. An increase in revenue and concomitant increases in net profit is expected for the next six months in this sector.  

Planning of the property development in the northern suburbs of Windhoek is at an advanced stage. Final regulatory approval is awaited. Major development is envisaged for the new financial year.  

The growth in head office costs of 5.6% is primarily attributable to the Group’s attention to achieve the highest corporate governance levels, its increased social responsibility and its drive to ensure internal controls at all levels. Compliance with regulatory requirements also resulted in higher cost.  

Litigation

Trustco Group International initiated arbitration proceedings against the SABC claiming substantial damages. The claim arose from the alleged repudiation by the SABC of two agreements concluded between the parties on 9 March 2004.
At the outset the arbitrator was asked to only determine the liability of the SABC. After a protracted hearing the arbitrator on 2 April 2007 held that the SABC had indeed repudiated both agreements and was liable in damages.
The SABC noted an appeal which it subsequently withdrew. The SABC indicated that it was willing to settle an amount of damages. If the matter cannot be settled the arbitrator will hear evidence on the issue during 2008 and award such damages as he deems appropriate.

Emphasis of Matter 

The directors disclosed the following under the heading “Micro Lending” in the Annual Report of Trustco Group Holdings Limited for the year ended 31 March 2007, which led to an emphasis of matter in the audit report:
 “All micro lenders in Namibia, with a deduction code facility granted by the Ministry of Finance, have five year contracts which expire on 31 August 2007. The industry is in consultation with the Minister for the renewal of these facilities.”

The Group has received written confirmation from the Ministry of Finance on 12 September 2007, extending the micro lending payroll deduction code facility granted to Trustco Finance (Pty) Ltd (previously OLGN Finance CC) for a further two years, until 31 August 2009.

Basis of Preparation & Accounting Policies

The reviewed financial results of TGH for the six months ended 30 September 2007 are prepared on the historical cost basis except for the measurement of investment properties and certain financial instruments at fair value. The accounting policies comply with the NSX listing requirements, the Companies Act of Namibia and IFRS, which the Group adopted for the first time with effect from the year ending 31 March 2006. These accounting policies are consistent with prior periods.
Capital Raising 

On 27 November 2007 the board approved a secondary  listing on the Alt-X of the JSE. This will coincide with a capital raising exercise of up to ZAR 200 million.  

DEX Acquisition 

The board approved the acquisition of Dex Group Financial Services (Pty) Ltd on 27 November 2007.  
Financial Results

Total revenue increased by 23.3% to N$93.9 million. Gross margins increased from 61% to 67%, whilst profits after tax increased by 41.6%. 

Before adjusting for minority interests, attributable earnings increased by 45.8%. Headline earnings increased by 33.2% to N$11.88 million. 

Dividend

The Board proposes no interim dividend.

Events subsequent to balance sheet date

The Group will seek a secondary listing on the Alt-X of the Johannesburg Stock Exchange during 2008, thereby fulfilling the Groups vision of seeking further growth opportunities in neighboring countries and elsewhere.

Auditors review opinion

The condensed results for the period ended 30 September 2007 have been reviewed by BDO Spencer Steward (Namibia). The unqualified reviewed opinion, which is in accordance with Rule 3.18(b) of the Listings Requirements, is available for inspection at the Company’s registered office.

Prospects

The extraordinary growth experienced, versus the prior period, is in line with expectations. Further growth is expected for the foreseeable future. Opportunities for acquisitions which may be identified will be pursued. 

General

The board and management wish to thank services providers and clients who have contributed in again achieving exceptional results. In particular the staff is thanked for their continuing extra ordinary efforts. A prosperous festive season is wished to all. 

By order of the Board

PJ Miller

Company Secretary

Windhoek, 29 November 2007
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Reviewed Consolidated Financial Statements For The Period Ended 30 September 2007
	INCOME  STATEMENT
	
	
	
	

	
	
	Six months ended 30 September
	Audited

Comparative year ended

	N$ ‘000
	%
	Reviewed 2007
	Unaudited 2006
	31 March  2007

	
	Change
	 
	 
	 

	Revenue
	36
	 57 406
	42 269
	114 210

	Cost of sales
	-6
	( 20 471)
	(21 730)
	(54 325)

	Gross profit
	80
	 36 935
	 20 539
	59 885

	Net Insurance Income
	8
	36 591
	33 950
	68 085

	Gross Claims & Benefits paid
	33
	(10 161)
	(7 621)
	(15 485)

	Transfer to Policyholder Liabilities
	135
	(470)
	(200)
	972

	Change in unearned premium provision
	48
	(390)
	(263)
	(2 071)

	Other income 
	 
	-
	  816
	 5 008

	
	32
	62 505
	 47 221
	 116 394

	Total Administration expenses
	30
	(48 197)
	(36 926)
	(84 595)

	Profit before investment income, fair value adjustments and finance costs
	39
	 14 308
	 10 295
	 31 799

	Investment revenue
	4218
	 9 284
	  215
	 14 061

	Profit before fair value adjustments and finance costs
	124
	 23 592
	 10 510
	 45 860

	Fair value adjustments
	 
	  840
	-
	 9 694

	Finance costs
	286
	( 16 319)
	( 4 228)
	( 24 755)

	Profit before taxation
	29
	 8 113
	 6 282
	 30 799

	Taxation
	102
	 3 756
	 1 857
	  692

	Profit for the period
	46
	 11 869
	 8 139
	 31 491

	Minority interest
	-5
	  699
	  734
	 1 372

	Net profit for the period
	42
	 12 568
	 8 873
	 32 863

	Attributable to:
	 
	 
	 
	 

	Equity holders of the parent
	41 
	 12 568
	 8 873
	 32 863

	Minority interest
	-5 
	(  699)
	(  734)
	( 1 372)

	
	
	
	
	

	STATEMENT OF HEADLINE EARNINGS AND DIVIDENDS
	
	
	
	

	
	%
	Six months ended 30 September
	Audited

Comparative year ended

	N$ ‘000
	Change
	Reviewed 2007
	Unaudited 2006
	31 March 2007

	
	
	
	
	

	Attributable earnings
	41 
	 12 568
	 8 873
	 32 863

	Adjusted for:
	 
	 
	 
	 

	   Add/(Less): loss/profit on sale of fixed assets
	245 
	152
	44
	329

	   Less: profit on revaluation of investment property
	 
	          -840
	-
	-6 301

	
	 
	 
	 
	 

	Headline earnings
	33
	 11 880
	 8 917
	 26 891

	Weighted number of ordinary shares (‘000)
	 
	 119 430
	 109 826
	 114 757

	Basic earnings per share (cents)
	30
	10.5
	8.1
	28.6

	Headline earnings per share (cents)
	22
	9.9
	8.1
	23.4

	Dividends per share (cents)
	
	
	
	

	   - Interim
	
	-
	-
	-

	
	
	
	
	


	SEGMENTAL ANALYSIS
	
	
	
	

	
	%
	Six months ended 30 September
	Audited

Comparative year ended

	N$ ‘000
	Change
	Reviewed 2007
	Unaudited 2006
	31 March 2007

	Revenue
	
	
	
	

	
	
	
	
	

	Insurance related services
	8
	 36 591
	 33 950
	 68 085

	Educational and financial services
	47
	 29 582
	 20 119
	 48 195

	Property holding and rental income
	236
	 3 925
	 1 169
	 9 782

	Wholesale, development, printing and management services
	14
	 23 899
	 20 981
	 56 233

	
	23
	 93 997
	 76 219
	 182 295

	
	 
	 
	 
	 

	Net profit/(loss) after tax
	 
	 
	 
	 

	Insurance related services
	21
	 17 375
	 14 352
	 21 902

	Educational and financial services
	29
	 12 469
	 9 678
	 18 707

	Property holding and rental income
	50
	 1 538
	 1 023
	 1 211

	Wholesale, development, printing and management services 
	1318
	( 1 872)
	(  132)
	 2 235

	
	18
	 29 510
	 24 921
	 44 055

	Head office costs not distributed to group of company’s
	6
	( 16 942)
	( 16 048)
	( 11 192)

	
	42
	 12 568
	 8 873
	 32 863


	BALANCE SHEET
	
	
	
	

	
	%
	Six months ended 30 September
	Audited

Comparative year ended

	N$ ‘000
	Change
	Reviewed 2007
	Unaudited 2006
	31 March 2007

	
	
	
	
	

	ASSETS
	
	
	
	

	Property, plant and equipment
	34
	 126 498
	 94 365
	 125 217

	Investment property
	528
	 35 519
	 5 653
	 32 627

	Preference shares
	-100
	-
	 125 000
	-

	Investments
	100 
	 147 823
	  -
	 136 490

	Intangible assets
	37
	 14 214
	 10 397
	 12 688

	Deferred taxation
	198
	 12 834
	 4 308
	 7 994

	Loans advanced
	211
	 53 580
	 17 226
	 40 074

	Related party loans
	100 
	         6 632
	-
	 1 544

	Short-term portion of loans advanced
	50
	 24 081
	 16 069
	 23 773

	Inventories
	15
	 31 147
	 27 108
	 30 818

	Trade and other receivables
	18
	 15 588
	 13 262
	 24 279

	Taxation
	0
	  121
	  121
	  121

	Cash and cash equivalents
	-76
	 24 683
	 102 392
	 27 580

	Total Assets
	18
	 492 720
	 415 901
	 463 205

	LIABILITIES AND SHAREHOLDERS' EQUITY
	 
	 
	 
	 

	LIABILITIES
	 
	 
	 
	 

	Shareholders loan
	 
	-
	-
	-

	Long term liabilities
	30
	 229 149
	 176 102
	 219 647

	Deferred tax
	84
	 22 378
	 12 167
	 21 091

	Policy holder liability under insurance contracts
	-19
	 2 197
	 2 699
	 1 727

	Employee fund
	-100
	-
	 2 756
	-

	Trade and other payables
	20
	 32 268
	 26 863
	 40 568

	Current portion of long term debt
	-38
	 11 359
	 18 466
	 11 084

	Technical provisions
	22
	 11 819
	 9 658
	 11 596

	Taxation
	
	  964
	-
	  285

	Bank overdraft
	174
	 36 531
	 13 339
	 21 334

	
	 
	 
	 
	 

	Total liabilities
	32
	 346 665
	 262 050
	 327 332

	
	 
	 
	 
	 

	Shareholders' equity
	 
	 
	 
	 

	Stated/share capital
	-32
	 96 869
	 142 771
	 96 869

	Revaluation and contingency reserves
	187
	 8 455
	 2 941
	              7 156

	Distributable reserves
	382
	 42 802
	 8 873
	            33 220

	Total shareholders' equity
	-4
	 148 126
	 154 585
	 137 245

	Minority interest
	182
	( 2 071)
	(  734)
	( 1 372)

	Total liabilities and shareholders' equity
	18
	 492 720
	 415 901
	 463 205

	
	
	
	
	


	CASH FLOW STATEMENT
	
	
	

	
	Six months ended 30 September
	Audited

Comparative year ended

	N$ ‘000
	Reviewed 2007
	Unaudited 2006
	31 March 2007

	
	
	
	

	Net cash inflow/(outflow) from operating activities
	 5 186
	(  293)
	 20 334

	Net cash inflow/(outflow) from financing activities
	 10 247
	209 164
	 279 509

	Net cash (outflow) from investment activities
	( 33 527)
	(127 617)
	( 293 597)

	Net increase/(decrease) in cash and cash equivalents
	( 18 094)
	81 254
	 6 246

	Cash and cash equivalents at beginning of the period
	 6 246
	7 799
	-

	Cash and cash equivalents at end of the period
	( 11 848)
	89 053
	 6 246


	Statement of Movement in Equity
	
	
	
	

	
	
	Six months ended 30 September
	Audited

Comparative year ended

	N$ ‘000
	
	Reviewed 2007
	Unaudited 2006
	31 March 2007

	
	
	
	
	

	Balance at beginning of period as restated
	98
	 135 873
	68 549
	 68 549

	Profit for the period per the income statement
	46
	 11 869
	8 139
	 31 491

	Revaluation of property, plant and equipment
	-32
	 1 998
	2 941
	 9 884

	Deferred taxation on revaluation
	
	(  699)
	-
	( 2 371)

	Shares issued
	
	-
	76 516
	 76 516

	Listing expenses
	
	-
	(2 294)
	( 3 145)

	Consolidation of Staff Share Incentive Trust (deemed treasury shares) 
	
	-
	-
	( 45 051)

	Dividends paid
	
	( 2 986)
	-
	-

	Balance at end of period
	
	 146 055
	153 851
	 135 873

	
	
	 
	 
	 

	Comprising:
	
	 
	 
	 

	Stated share capital
	-32
	 96 869
	142 771
	 96 869

	Distributable reserves
	382
	 42 802
	8 873
	 33 220

	Revaluation reserves
	199
	 8 812
	2 941
	 7 513

	Contingency Reserve
	
	(357)
	-
	(357)

	Minority interest
	182
	( 2 071)
	(  734)
	( 1 372)

	
	
	 146 055
	153 851
	 135 873


