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TQUITY AND LIABILITIES
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30June  30June 31 Dec
2004 2003 2003
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1 RECONCIUATION BETWEEN ORDINARY
$SHAREHOLDERS’ INTEREST IN SAGE LIFE
LUMITED AND SAGE GROUP LIMITED
Sharshoider's lunds - Sage Lite Limitad 80,1 6807 7287
Adjustmant to talr vatues of $ags Lie

# miltons

1480 182,51

Sharaholder's lunds of Sage Lile Limtted
# net assat value 5327 6442
€aulty linked notes (groes! w3 138501
Othar Intersst bearing fadiities 13141 140,41
Goodwill 148 13,8
Tangibie and intengible assets 8,0 40
Finsncial essats 0.3 - -
tntercampany losn 120,00 ©8,01 175,01
Nt working capiial hams 9,81 1583 07,81
- §hareholdery Intarest - Sage Group Limited 83,1 [X] 1139
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LIFE (NSURANCE PREMILMS (GROSS)

Individval 2850 218 490.1
Annushsed recurring 18,0
Single 143,
£mpicyss benefits 43,0 50,7 88.7
Annustised tecurring 8,7 Qe 64,2
Stngle 16,2 171 245
Total Ltfs new business 304.8 1822 5788
UNIT TRUST SALES
Extemal 29,6 92.4 228
Internat 381 15688 33627

10287 16598 3 6008

Invasinan com w3 1 EQUITY LINKED NOTES
orred Laxstion ; US$48, 3 millon Lune 2003: US$55,3 millian 8% unsecured aquny baked notes
Cunent fisblities 3 radsamable 31 July 2005, sated st fai value of USSTS,2 milian Uune 2003: SHAREHOLDER'S FUNDS ANALYSIS sace LIt Limted
Shari-arm borrowings 3 T ¥ x US$B9.0 milon. Tha foreign lability has besn hedged to the extent of USSETS 30 June 20 sane 31 00c
Dertvaitve DabTitias ‘ 1113 127 1029 TGN by Means of 8 forward exchangs coniract at u farward rale of R8 32/U1SS. 2004 2003
. 380 3822 831 Unsudted Uneudited
Totel egulty end flabiiiies 60880 78521 81639 Opsning batance 080 5584 5584 Listed vestmants « ABSA X 4543
EMtect of AC133 vensitional sdjusimont Other investmen
SUMMARISED GROUP INCOME STATEMENT on equity (inked nots - (;;'3, o - Uniisted subsidiaries 108,6 161
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X wa g 119.3) 3 SHORT-TERM BORROWINGS 240, §80.7
:‘nmxoﬁ’: 'ﬁjlﬂ' Lo Limted risras beartng borrowiy Capilal adequacy requiremants (CAR} FEEA) 4428
things e 207 sa1 117.3 flsdesmabls prafarance shares lasued Sharsholder's funds 82 4 parcaniags ol
e g Income H ' i 353 oy subsiolery 10,0 w00 ~ Palicyhalder Niabilias 1%) 121 00
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19 on 110,60 116 0.1 31,4 304
it (148,4) 35,0 1549 Currant portion of equiy finkad note EMBEDDED VALUE SAGE LIFE LIMITED
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of " 103,1 1844 55,1 ended
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Caplis! foms Y] 08 13,4 Limited
Shsreholders tuaal
o ““”.’u. D e = 138.0) 188 812 4 DERIVATIVE LIABRITIES Excons of ensots pver abilien
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! Sharaholders lunds - . 28 Cott of capitat 24,8 G54 GO
Tota sitibutable Gorasrmings
per ordinary shars tcents won 283 287 121,3 12,7 1028 Embedded vaiue 14183 12086 13418
Heactine ttos; /lim'ﬂul P" 4 DEBT AT SAGE GROUP LEVEL EMBEDDED VALUE EARNINGS
orcinary £10.8) 208 258 EqQuity linked notas 4384 2850 Embedded vatue at end of period 182 12088 12410
Gthet interast baaring abilities 79,1 1314 04 Embadded valus o Dagl 1141 s 1331
GROUP STATEMENT OF CHANGES IN EQUITY Itarcompary o s sdo  %d T T S TE IR Y
B - - Embedded yaius oarnings ! : )
PPt o se—— Yo Rights offer procends 2106
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004 2003 2003 ¢ TOTAL ASSETS UNDER MANAGEMENT e bt " . .
A mirions Unaudited _Unaudited __ Audhted Sega Lite Lirriled sssats H1880  T7NM0 82159 v business 8 18, e
Baance st baginning o pariod 18 e el Ruevarsal of tevaluation sdlustmes 828 1480 182,51 £arnings Irom existing businass 280 #5401 10AD
ACT33 raraional acjusimen) - 320 2321 Other Group assety 15 2261 305 376 429 83,
Consotidstion of the share incantive schemes = fir g o 765 IETIr) 18 e ©90.6)
QLosxl/earnings mnb«um 1o ordinary 2, 2 . X
e 80 248 unh Truste thirg party essets 24398 11412 24026 tnvastment return 52,8 15481 80
ra! 3500 3500
Qrainary shares s - 52% 08 106168 99833 105665 gm:mm cranons X ”:;,3’ J5az]
Balanca at and ol period 5.8 96,1 113.8 . 7 CONTINGENT LIABILITIES
.41 respect of any further deficlt {afier providing for the antictpated detich of ::’;‘:”“‘:"“ P’:‘"‘““ - o
R13,4 milion) arising Irom the possible sdoptian of prascribad minkmum benafis Mt - .
SUMMARISED CASH FLOW STATEMENT Fefbiing 10 the Sage Lite dafinaé bonalit pension fund: RJ.6 milion. Other 1.8 19
¢ morths o monine R 7.2 In respect of dizputed rssessmants raiaed by SARS, inctuding interest: =~ Operting sssumption changes 45 L0740
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An;unm-m o cashin diconnged 3 : Taxslion dd un .0 #rincipal actusrial assumptions £y " S
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Casnand cash squivaients B end of period 410 331, ERIA 807 381 495 2 IBCOUL I 12 U 15
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Sharansicars tn subdiunies . 34, 617 of subsidiariag - 15.0 578 Equites 128 n B
710, 3314 3707 [T} 541 fTERy Pe! : z .
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¢ OTHER OPERATING INCOME Cash . 5 %%
SEGMENTAL ANALYSIS gamings of uniisted subsidiariea Expense inflatlon 68 55 55
30 June 30 June - Saga Unft Trua! 33 (2] 5.0 The expensa overrun erose mainty from tow new bustness vahumes.
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n .
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Lite tnsursnce 20038 Net oxpsraes 3,8 7 12,31 of anficipaled future expensa overruns
Uni trusts 16,6 Gootwil amonisation 0,0 on "wh Renewal sxpense 1LIUmMpIORI used in the CRICUAtION of INW eMDedded valug
Group #nd other sctivilies 1874 . Taxation st Group level am w5 1 firve nol bean changed from December 2003, other than altawing for an
TOR60 T asia Discontinuad thternational operations - 15,1 intlationary incroase Shis wil be teviewsc 3 YoAr-#nd (4KING SCCOUTA Of the
o o0 e Growih in business volumes and Ihau relallonahIp ta expensas
- TN fullte COMporsis 8XDAN1ES ware determined assuming (ha! (here wiil be o
Lte inurance 73098 70823 TdTh E';\ﬂ'\"y"'xf;:gxfm"’“ . 62 e £93UCtlon rom the CUTTE year expenses over the ne live yes!s.
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e monthe 8 reonn ~ Unrastised ozt on forward exchenge contract| (41,2} wzn 180,1) EMBEDDED VALUE sact oaou? LiwTED
g Mo "z,'."' - Farelgn exchange sdjustmant 19,8 787 18,2 20 Jure  30Juns 31D
s0June  30June 31 Dec ~ Profit on repurchases - 148 13,3 2004 2003, 2003
2004 2003 2003 Receematie preforence shate dividends ©.4 QA 2,8 R miflons Unaudited Unsuciied __Audtted
A mittions Unsudited _ Unaudiied _ Audtied Iniarest on bang and othar shortlem bomowings (2,13 108! res Sharsholders funds 85,1 95,1
tgs 2, .4 .
intaresi paid to Sage Lifs Limited N 62 89 Valus of Riturs corparate azpanses L1N]) 382
HEADLUINE EARNINGS 145,41 35,0 54,8} :“’“P
s 8.8 sge Life
ki ot ks 33 12 COMPARATIVE NGURES Adjustment fof revatuation of uriisted
e o cthat activiies nso0 27, iy The fotiowing sdjusiments have baan made to comparative figures: subsidiaies s 1480 825
138,00 I 812 12,1 The June 2003 (iguras have been edfusted ta reflect the consolidation of Noi value of ife insurance business n force __£99.2 8178 8351
ths shere ncriive schames, which ware conslldat from Decamber 2003 with Group ombedded vakie 7204 8308 [
FUND INROWS rospeciive effect. GROLP EMBEDDED VALUE PER SHARE
Lte msranes 1203 amse a7 The aitects of 1his adjusimant on the June 2003 figures ate as follaws: o HA
ik i+ 287 Corrently Previously Snares n lasue imtiionsr” 3023 3823 32,3
Othet 24 it 1 at taponies _ reporie Group embodded veluo per share icentss 199 228 222
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9323 7838 16640 Total Aumber of hares {n tssus ImMians) 3813 3674 i
FUND OUTFLOWS Weighied sverige number of ORINAry shares imilions! 1871 et
Lite taurance 77471 8023 () 4314} Com fly convertibis debentures in lasus : 20
Uni 1nuste BESHI Y S o Totel atirlbutatis esminga per ordinary sharet fcants) 203 280 BASIS OF PREPARATION OF THE RESULTS
Other” 14 2 0.8 Headiine sarrings per ordinary shire (centa) 298 Y] The UnaUdsd rescs of e Group (of the six mondns ended 30 Juns 2004 have
938,21 1817,6)  t1 803,3) 12,1 The transitions) adjustment vaon m -aapuan of AC133 has been sjusted baan prepsred on » Dasts Consistert with the suced arusl financiel sistements
WET FUND FLOWS 10 reflact the finaf transitie orted ol 31 December 200: 8 31 Decomber 2003. The determination of Sege Lt Umned's cpersting surphus,
Corrently P nty ambadded vakse, c2pital sdecuacy requiremient and valus of hew businem,
Lita insurance e 636 (12,71 by P fuoct the Statitory ACtuary's Curent estimsie for Friertm repoTTIng purposes. The
Unn 1rusts 27,0 [ 133,01 roported  reported sceounting polics of the Gmm confarm wih Souih African Statements of Genenaty
Ofhes a0 40 13 AC 133 transkions) sdjustment (o op-nlng Actepted Accourting Practice. The isrim report has been propared in sccardsnce
(6.0 @45 384t sccumuisted defilt 23,2 a8 With ACR7: ntaam Financial Raparting.

1923 MR

PROCESSED

C705 200

HOMSON
;\NANC‘AL

[am)

AVAIL Bi P mpy

BEST




SALIENT FEATURES

8 months 8 moriths Year
ended ended anded
30 June 30 June 31 Dec | Positive operating trends, including
2004 2003 2002
Unaudited Unaudited Audited new business resuits and poticy
EARNINGS i
Operatlonal earnings R milllon 13,4 00 131 d‘sCOntinuanCeS
i . oMy s
12 $s)/earnings per shero cents 3 3 d
Headlin Nossh/samings R million 580 o 512 m Operational earnings of R113,4 million,
Headiine losast Ings) par shan cents 10,54 29, 3
Average nu:r:b:r!:l‘:r?nres In qu:(excludlng treasury shares) mifilon 362,3 1571 2600 R92'4 mlllion Up on comparable perIOd
EMBEDDED VALUES
Soge Lo moedaad oo : B milon tares 18 13w m Headline loss of R38,0 million, reflecting
bedded vl I 1,0 826,8 )
Group ambadded velve per share Meants 188 228 222 Impact of sharply higher financing costs
Tolsl number of shares in issus millilon 362,3 362,3 3823
FINANCING m Total assets under management
Financing sctivities at Group lavelt! R it 145,41 35,0 (54,81 e
oﬁﬁ‘"ﬁl"&iipﬁéxf‘ roup leve R milion 878,4 472 500,4 R10,5 biilion
DTHER FEATURES y R
Tolal assts undor monsgamen: R mion 108158 99933 10ge8s B Sage Life capital adequacy ratio
i , ! .
Ll naw bosimass ApE R milion 1608 165.0 3293 strengthens further to 2.5 times
%«m ?Q‘:it(’tzmm ombeddedvolie s. m:{lion ug':n (1’5'& 113641
et tun: WS million % 3 2 .
B Group embedded value R721 million
FINANCIAL RATIOS
Lile new business embedded value margin'a 30 171 77 (199 cents per share)
CAR - Sage Lite Limitad 2,49 153 215
1) Finsncing costs al Group levsi Includs the falr vatue sdjustrments in terms of AC133 &nd forsign exchenge adjustments relating 1o fhe ELNs.
(2) Now bua elames: e o new bisnens e oetorml it rem sat, 1 o188 MLSETs e 1o 1o ELe B Launch of new retall brand and enhanced risk

(3 APE: ennua premium equivalont and (s equal to new recurring premiums (Including sviomatic increases) plus 10% of single premiums,
14) Lifs new business embedded value margin! caltutated using APE excluding sutomatic incresase premiums,

product range

COMMENTARY

OPERATING ENYIRONMENT

Desplita a psriod of positive squity market performance cver the last
12 momths and improving domestic econamic fundamentals, the lite
£ssurence and unit rust Industrias continua to operate In 8 somewhat
<chaltenging environment, whora savings ere not 8 high priority of

the consumer. Regutatory I3sues, namely FAIS and FICA, continue to
demand much time and rasource from Industry participants, but should
have s benaficial longes term Influence on the development of

the protection, savings snd investment industries,

STRATEGIC REVIEW
Significant progress hat been made with tha task, thet began lest yes?,
of ra-enargizing and refocusing the Group's South Afrtcan lifa insurence
end unit trust operationa and of devalaping a new vislon to drive longer
term strategy. This g end the
leadership tesm, enhancing fNnenclzel meanegement and opaerstional
processes, addressing future capitsl needs, reviewing market

products end structures, and rejuvenating
the well estabilshed Sage brand. The “Sage Financial® brand, being
the new fetafl umbrelis brand for the Group, was presentad to
Intermadiaries astly (n August, together with 8 revized risk product
range, and both were positively recetved.

Steps are betng taken to eddress the cepits! snd funding needs of the
Group, arising trom the Equity Linked Note (ELNS) llabitity, and
8n snnouncement In this regard will be mada In the neor future,

OPERATING RESULTS

New Qustness

Individual Life: IndMdustiile rocurring premium new business wes
5.,8% up on the squivaientBeriod last year, whtle single premiums wers
27,3% up. Overall, Indlvidua! ﬁb\v businass Annust Premium Equtvalent
LAPE - naw racurring premiums plus 109 of single premium3) was up
by 7.99% comperad to the tirst 8 months larl yesr. New business APE
for the 3 manths to end June was significently up by 28,5%, compared
to the 3 months to March, The impraving trend has continued

after Juns.

Employee Bensfits (EB): Recurring premium new business was
disappainting end down 32,6% on 2003, whila single premium new
business doctined by 4,7%. Oversll, €8 new businass was down by
31,8% on an APE basts. EB comprizes less than 20% of total new
business and business Mows tend 10 be uneven,

Unit Mrusts: Gross third party ssles were R150 mililon for the six months
fe Junie, compered ta R83 mtllion fof the same perlod to end June

lest yesr. Radsmptions were signiltcantly lower (R183 millian vs

R215 milifon), resulilng th a net inflow of some R27 eniflion, against

#n outhow of R122 milion for the ssme pericd last yess.

Expense Management

Glven the ongotng lap of the aperating which Is
vital 1o the future of the business, expensas of managament hava been
wall contralled and ware 9,6% Up on the previous year, This Is before
recognising a spacific provision of Rt3,4 milllon in respact of the Sege
Group Penston Fund, srising from o deflcit In the Sage Life section of
the Fund. Seles remuneration, In pariiculer, hes shown en Improvement
over last yesr, In relation to new business volumaes, Management

actlon on bath salas ramunerstion and other menagemen! expenses
should result In cost savings poing forward. These ere ilkely to be
oflset pertially by (he agteed spend totalling scms R17 milfien on
development and cammunicstion of the new brand. The grawth In
axpensos Is ikely to redute over the balance of the yeer,

Despile the controf of expenses and the growth In new business, unit
costs have remalnod higher than expected, As a result, the axpense
overrun of R34,2 miillon continues to be the major negative [lem in the
averall apereting resufts.

Polcy Discontinuances ond Alterations

Within Sage Life thore has been & continued tmprovement in the
trend ol poficy discontinuances through iapses and surrenders that
began during tha sacond half of lasi yaar. The number of policies
lapaed during the review perlod dacressed by 16,7% comparad with
the ssme pariod last yaar, whilo the numbaer of policles surrendered *

decreased by 21,9%, Lapses and surrenders are now within actuarial
assymptions.”

In-foree annuatisad premiuma heve increased to Rt 038 mililon
compared ta R1 017 milllon st 31 Decembar 2003 and R1 013 mifilon
a1 30 June 2002

The Impsct of surrenders and lapses an the apersting result for 1he six
months to June 2004 was a gain of R4 million as oppased to 8 foss af
R19 milion In the 12 months to December 2003.

Other chenger to policy conditions, Including premium updates,
contributed R34,6 mitflon to operating eatnings.

Underwrlting

Emerging profits from mortality and morbldity ware in line with
previous perlods snd coniributed R32,3 mililon ta operating earnings,
investments

The Investment management pracass conlinues to deliver satistactory
relative end sbsclute pertarmance levels for the varlous Invastment
portfalios.

Sage Lite's money welghted average fund investmant returns lor the
rofling twelve manths to Juna 2004, campared 1o the twelve monthy
10 31 December 2003, were #3 foflows: :

+ Individual domestic portfollos: 16,3% (18,8% In 2003)

« Individusl forelgn portfalios: -1,6% i=1,2% In 2003

+ Employee Beneflits linked portiolios: 18,6% (19,3% in 2003}

Performence of the Group's retei) unlt trusts for the 12 manths to

30 June 2004 refects setisfactory absolute performence in most funds
compared ta thelr henchmsrks and perticulardy strong performence

by Sage Finenclsl Services Fund and Sege Globs! Fund which led thelr
sectory lor the perlod,

Investment results, overali, contributed R34,2 milfion to operating
earrings.

In additlon shareholders’ funds benelted directly iram the cantinued
posltive performance of the holding In ABSA Group Limtted, investment
returns, ney of tax and expenses totsfled RBO,? million In the
shareholders’ tund. Subsidisry operstions, including Sage Unit Trusts,
contributed a further R4,6 million aet of tax.

FINANCIAL RESULTS

Attributable earrings from operstions smounted ta R113,4 milllon
compared (o R21,0 million for the six months ended fune 2003 end
RI31,1 million for the 12 months ended December 2003, This was
after 8 R28,1 million new business finsncing strain, and 8 R1,3 million
Increase [n \he reserve for policy guarantees,

Atiributable sarnings at the operating lave! have been more than
olfset by the Group financing costs of R145,4 million campared to
R54,9 milllon et June 2003 and » net gain of R35 million at Decamber
2003. Of this emount, R137,2 million was sitrbutabls to the ELNs and
the sasaciated USD forward exchange contract (FEC), Thia has resulted
in sn sttributsble loss for the review period of R38,8 million compared
to attributable eanings of R46,8 million for the six montha to June
2003 and R74,6 milflon for the twetve months to December 2003,
The tote! (oas per share smounted 10 10,7 cems compared ta eatalngs
of 28,3 cents In the comparsble six months and 28,7 cents for the

12 martths to December 2003,

Sege Life's capltal adequacy requirement at 10 June 2004 was
R337! milllon and the capitsl adequacy multiple hes Increased to
2,48 compared to 2,15 st December 2003 and 1,5 at June 2003,

No dlvidend has been declared at the interim stage or I8 anticipated
for the bafance of the financisi yesr.

EQUITY LINKED NOTES

The Group's financing activittes refate melnly to the ELNSs due for
redemption in July 2008 at s velue linked to the dollar price of ABSA
Group Limited shares, US$57,5 million of the total ELN flabllity,
amounting to US$75,2 million ss &1 30 June, has been hedged agsinst
the movement In the rand/doliar exchange rste. Tolat finspncing costs
#re \heretore Impacted by 8 combiration of interest charges, cutrency
movaments snd movements in the fair value of the ELNs 85 per AC133,

The falr veiue of the ELNs increesed by R82,3 million to R467.3 millian
over the perlod.

Since 30 June, the Group has been notifled of the redemption of
US$86.5 miillon of ELNS In terms of the early redemption option
aveliable to naoteholders, Discussions are cutrently under way with
certaln major sharehelders to ensure that the nacessary facliities sre tn
place to fund further redemptions,

The Group hes &ls0 taken steps to Imitits future expasure (o volattity
In the rand/dofler exchenga rats by way of a further currency hedgs
against part of tha existing FEC.

EMBEDDED VALUE STATEMENTS

SogeLife

Saga Lite's embedded value at 30 Juna 2004 was R1 418,3 million,

8 57% Increase since 31 December 2003. Net sharsholder's funds
increasad by 18,5% to R819,1 million, white the presant value of future
profits from business slresdy wiitten by the Uta insursnce cperetions,
nel of cost of capital, ("Life PVFP™), decressed lrom R836,1 millien to
RS99.2 million. This was due, inler oflo, to the higher interest rete
stsumption and the tack of significant growth in new business volumes.

The mergin on Sege Lie’s new business reduced from 7.7% as at
December 2003 to 3,0% for tha reporting period, reflacting the
pressure on new business unit costs and & change In the business mix.

Sage Group

The Group's embedded value et 30 June 2004 amounted to

R721,1 million, equivslent to 195 cents por share. This measures
the curtent vaiue of the Group's net assets st falr value, adjusted
for corporate expenses, logethar with the Life PVFP, and shows 8
reduction from 1he 222 cents per share a1 st Docember 2009 due
to the R38,8 million loss reportad ot Group level and the reduction
in the Lite PVFP,

OUTLOOK

Perlormanca over the balarice of the yesr wii depend on & number

ol key factors, Including tha vatue af the rand against the USD, the
performance of Jocel and Internstional tnvestment msrkats and &
continuation of the improving vend in retall new businass within Sage
Financtal. (1 witl 850 De Important to reach finality on the refinaacing
of the ELNs, Notwithstanding these significant (ssues, we belleve tho
Group s pasitioned 10 deliver satisfactory operating performance over
the befance of the year.

DC Cronjs G Gritfln
Chalrmen Group Chie! Executive

7 September 2004
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