





HOLDINIGS®S LyMit T e ol

Dig1Core |/

N
o1

DigiCore annual
financial statements

DigiCore Annual Report 2008

Contents

Directors' responsibilities and approval
Certificate by the company secretary
Report of the independent auditors
Report of the directors

Balance sheets

Income statements

Statements of changes in equity

Cash flow statements

Notes to the annual financial statements

Analysis of share-ownership

Group overview Commentaries Governance and analysis Financial statements Shareholder information




)

DigiCore Annual Report 2008

Directors’ responsibilities and approval

The directors are required by the South African Companies
Act,1973, to maintain adequate accounting records and are
responsible for the content and integrity of the annual
financial statements and related financial information included
in this report. It is their responsibility to ensure that the
annual financial statements fairly present the state of affairs
of the group as at the end of the financial year and the results
of its operations and cash flows for the period then ended, in
conformity with International Financial Reporting Standards.
The external auditors are engaged to express an independent
opinion on the annual financial statements.

The annual financial statements are prepared in accordance
with International Financial Reporting Standards and are
based upon appropriate accounting policies consistently
applied and supported by reasonable and prudent judgments
and estimates.

The directors acknowledge that they are ultimately responsible
for the system of internal financial control established by the
group and place considerable importance on maintaining a
strong control environment. To enable the directors to meet
these responsibilities, the board of directors sets standards for
internal control aimed at reducing the risk of error or loss in a
cost effective manner. The standards include the proper
delegation of responsibilities within a clearly defined framework,
effective accounting procedures and adequate segregation of
duties to ensure an acceptable level of risk. These controls are
monitored throughout the group and all employees are required
to maintain the highest ethical standards in ensuring that the
group’s business is conducted in a manner that in all reasonable
circumstances is above reproach. The focus of risk management
in the group is on identifying, assessing, managing and
monitoring all known forms of risk across the group. While
operating risk cannot be fully eliminated, the group endeavours
to minimise it by ensuring that appropriate infrastructure,
controls, systems and ethical behaviour are applied and
managed within predetermined procedures and constraints.

The directors are of the opinion, based on the information and
explanations given by management, that the system of
internal control provides reasonable assurance that the
financial records may be relied on for the preparation of the
annual financial statements. However, any system of internal
financial control can provide only reasonable, and not
absolute, assurance against material misstatement or loss.

The directors have reviewed the group’s cash flow forecast for
the year to 30 June 2008 and, in the light of this review and
the current financial position, they are satisfied that the
group has, or has access to, adequate resources to continue in
operational existence for the foreseeable future.

The external auditors are responsible for independently
reviewing and reporting on the group's annual financial
statements. The annual financial statements have been
examined by the group's external auditors and their report is
presented on page 27.

The annual financial statements set out on pages 28 to 72,
which have been prepared on the going concern basis, were
approved by the board of directors on 17 September 2008 and
were signed on its behalf by:

NH Vlok
Chief executive officer

W-MJ

NA Gasa
Chairman

Centurion
17 September 2008

Certificate by the company secretary

In terms of the Companies Act, No 61 of 1973 (as amended) (the Act), | certify that, to the best of my knowledge, the company
has lodged with the Registrar of Companies all such returns as are required of a public company in terms of the Act and that all

such returns are true, correct and up to date.

Dt

DA Nieuwoudt CA(SA)
Company secretary

Centurion
17 September 2008



Report of the independent auditors

To the shareholders of DigiCore Holdings Limited and
its subsidiaries

We have audited the accompanying Annual financial
statements of DigiCore Holdings Limited and the group
Annual financial statements, which comprise the directors'
report, the balance sheet as at 30 June 2008, the income
statement, the statement of changes in equity and cash flow
statement for the year then ended, a summary of significant
accounting policies and other explanatory notes, as set out on
pages 28 to 72.

Management’s responsibility

Management is responsible for the preparation and fair
presentation of these financial statements in accordance
with International Financial Reporting Standards, and in the
manner required by the South African Companies Act, 1973.
This responsibility includes: designing, implementing and
maintaining internal controls relevant to the preparation and
fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the
circumstances.

Auditors' responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors'

judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s
preparation and fair presentation of the financial
statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an audit opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the annual financial statements and the group
annual financial statements present fairly, in all material
respects, the financial position of the group and company as
at 30 June 2008, and of its financial performance and its cash
flows for the year then ended in accordance with
International Financial Reporting Standards, and in the
manner required by the South African Companies Act,1973.

PrE (A e

PKF (Pta) Inc.
Registered Auditors
Chartered Accountants (S.A.)

Registration number: 2000/026635/21
Director: J Tromp

Pretoria
17 September 2008

( Group overview )—( Commentaries )—(Governance and analysis

Financial statements)—(SharehoIder informatior)
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Report of the directors

Review of activities
Main business and operations

The company is the ultimate holding company of an
international group of companies which is incorporated in
South Africa and listed on the main board of the JSE Limited.
The group is engaged in the development, manufacture and
distribution of fleet management and stolen vehicle recovery
products and related services using telematics, locally and
throughout the world.

The operating results and state of affairs of the company are
fully set out in the attached annual financial statements and
do not in our opinion require any further comment.

Going concern

The annual financial statements have been prepared on an
going concern basis. This basis presumes that management
neither intends to cease trading nor has any realistic
alternative but to do so.

This basis presumes that funds will be available to finance
future operations and that the realisation of assets and the
settlement of liabilities, contingent obligations and
commitments will occur in the ordinary course of business.

Events after balance sheet date

Due to the expropriation of the DigiCore Head Office in
Centurion, new premises were purchased to replace the Head
Office in the Route 21 Corporate Park in Irene. The property
title transfer will only take place in the deeds office
subsequent to year end. The total purchase price of the new
buildings is R33,4 million.

A bond facility with Absa Bank has been raised to part fund
the purchase of the buildings of R30 million.

Subsequent to year end, it has been established that the profit
warranty for the DigiCore Limited share purchase from minorities
as detailed in the SENS announcement of 30 June 2008 has been
met for the year ended 30 June 2008 and as a result 2 405 078
shares will be issued to the vendors after year end.

Other than mentioned above, the directors are not aware of
any matter or circumstance arising since the end of the
financial year not otherwise dealt within the report or the
annual financial statements, that would affect the operations
or results of operations significantly.

Directors' interest in contracts

All directors’ interests in contracts were adequately disclosed
to the members of the company and noted in the register of
directors’ interests in contracts as required by the Companies
Act 1973, as amended.

Authorised and issued share capital

The details regarding the authorised and issued share capital
are contained in note 14 of the annual financial statements.

Borrowing limitations

In terms of the articles of association of the company, the
directors may exercise all the powers of the company to
borrow money, as they consider appropriate.

Share incentive scheme

The group operates a share investment scheme, where certain
employees are awarded options that can be exercised over a
four year period. The option strike price is set on the day the
options are awarded to staff members.

Refer to note 15 for detail about share based payments during
the current year.

Non-current assets

Details of major changes in the nature of the non-current
assets of the group during the year were as follows:

The DigiCore Head Office in Centurion was sold due to
expropriation.

Dividends

An interim ordinary dividend of 6 cents (2007: 5 cents) per
share was declared on 26 February 2008 and a final dividend
of 13 cents (2007: 8 cents) per share was proposed on

10 September 2008 making the total distribution for the year
19 cents (2007: 13 cents) per share.

The interim dividend was paid on 25 March 2008 and the
final dividend, was paid on 13 October 2008.

Directors
The directors of the company during the year and to the date

of this report are as follows:

Name Nationality
SR Aberdein South African

D du Rand South African
BC Esterhuyzen South African
NA Gasa South African
BS Khuzwayo South African
SS Ntsaluba South African
BJ Richards British

South African
South African
South African

MD Rousseau
FJ Schindehitte
NH Vlok



DigiCure .

Directors’ interest in shares of the company as at 30 June 2008

Indirectly Indirectly 2008 2007

Direct beneficial | non-beneficial Total Total

SR Aberdein 1140 000 | 17 498 708 191 500 | 18 830 208 19 100 208
D du Rand 840 000 1 907 000 126 670 2 873 670 2931 000
BJ Richards 1183 100 - - 1183 100 1443 100
MD Rousseau 180 000 960 000 - 1 140 000 1080 000
NH Viok 13 782 446 | 17 055 735 3005 350 | 33843531 35 611 691
BC Esterhuyzen - 6 237 300 - 6 237 300 6 137 300
17 125546 | 43 658 743 3323520 | 64 107 809 66 303 299

Subsequent to 30 June 2008 the following changes in directors’ interests took place:
« Mr BC Esterhuyzen sold his total shareholding to a existing major DigiCore shareholder (SENS release 2 October 2008).
e Mr NH Vlok purchased a further 24 000 shares (SENS release 23 October 2008).

Company secretary

The secretary of the company is DA Nieuwoudt of:

Business address

DigiCore Building, Regency Office Park

9 Regency Drive, Route 21 Corporate Park
Irene Ext 30, Centurion, South Africa

Postal address
PO Box 68270
Highveld Park
Centurion 0169
South Africa

Auditors

PKF (Pta) Inc. will continue in office in accordance with section 270(2) of the Companies Act.

( Group overview )—( Commentaries )—(Governance and analysis

Financial statements)—(SharehoIder informatior)

@

DigiCore Annual Report 2008



&)

DigiCore Annual Report 2008

Balance sheets

as at 30 June 2008

Group Company
Figures in R’000 Notes 2008 2007 2008 2007
Assets
Non-current assets 222 199 154 678 71 588 29 221
Property, plant and equipment 3 50 053 38 857 - -
Goodwill 4 156 901 107 364 19 636 19 636
Intangible assets 5 16 - - -
Investments in subsidiaries 6 - - 50 943 8 702
Investments in associates 7 3 506 2818 708 708
Deferred tax 10 11 723 5639 301 175
Current assets 401 935 278 726 364 973 263 523
Inventories 1 89 974 71 073 - -
Loans to group companies 8 = - 311 302 249 353
Current tax receivable 5 496 2 630 2 282 -
Trade and other receivables 12 198 059 145 780 476 1717
Cash and cash equivalents 13 108 406 59 243 50 913 12 453
Total assets 624 134 433 404 436 561 292 744
Equity and liabilities
Equity 464 756 263 525 239 976 151 756
Equity attributable to equity holders of parent 455 124 257 361 239 976 151 756
Share capital 14 44 635 13 368 98 607 24 527
Reserves 59 043 2533 43 441 T
Retained income 351 446 241 460 97 928 126 518
Minority interest 9 632 6 164 - -
Liabilities
Non-current liabilities 27 321 20 188 20 286 17 232
Other financial liabilities 19 20 286 17 232 20 286 17 232
Finance lease obligation 20 6 523 2 444 - -
Deferred tax 10 512 512 - -
Current liabilities 132 057 149 691 176 299 123 756
Loans from group companies 8 - - 165 866 71 495
Other financial liabilities 19 5072 55 428 5072 48 486
Current tax payable 19 374 19 356 - 177
Finance lease obligation 20 1926 1376 - -
Trade and other payables 22 85 625 59 318 4 982 2994
Provisions 21 20 060 14 213 379 604
Total liabilities 159 378 169 879 196 585 140 988
Total equity and liabilities 624 134 433 404 436 561 292 744




Income statements

for the year ended 30 June 2008

DigiCﬂréj '

Group Company

Figures in R'000 Notes 2008 2007 2008 2007
Revenue 24 684 790 440 667 12 050 6 000
Cost of sales and operating expenses (480 688) (306 088) (11 279) (2 345)
Operating profit 25 204 102 134 579 771 3655
Investment revenue 3016 3708 5270 2 964
Income from equity accounted investments 128 766 - -
Finance costs (4 123) (2 266) (3 119) (903)
Profit before taxation 203 123 136 787 2922 5716
Taxation 26 (56 875) (40 986) (2 439) (4 660)
Profit for the year 146 248 95 801 483 1056
Attributable to:

Equity holders of the parent 140 480 88 130 483 1 056
Minority interest 5 768 7671 - -
Earnings ratios

Earnings per share 37 68,7 444

Headline earnings per share 37 64,7 441

Diluted earnings per share 37 64,2 422

Diluted headline earnings per share 37 60,5 41,9

( Group overview )—( Commentaries )—(Governance and analysis

Financial statements)—(SharehoIder informatior)
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Statement of changes in equity

for the year ended 30 June 2008

Foreign
Total currency
Share Share share translation
Figures in R’000 capital premium capital reserve
Group
Balance at 01 July 2006 198 11 432 11 630 1150
Changes in equity
Currency translation differences - - - 672
Share based payments - - - -
Profit for the year - - - -
Issue of shares 1 1509 1510 -
Employees’ share option scheme: Proceeds of shares issued - 228 228 -
Dividends - - - -
Business combinations - - - -
Total changes 1 1737 1738 672
Balance at 30 June 2007 199 13169 13 368 1822
Changes in equity
Currency translation differences - - - 13 780
Profit for the year - - - -
Issue of shares 15 80 591 80 606 -
Equity instrument to be issued - - - -
Purchase of own treasury shares - (49 976) (49 976) -
Share option issued - - - -
Employees’ share option scheme: Proceeds of shares issued - 637 637 -
Dividends - - - -
Business combinations - - - -
Total changes 15 31 252 31 267 13 780
Balance at 30 June 2008 214 44 421 44 635 15 602
Notes 14 14 14 16
Company
Balance at 01 July 2006 202 24 097 24 299 -
Changes in equity
Profit for the year - - - -
Share option issued - - - -
Employees’ share option scheme: Proceeds of shares issued - 228 228 -
Dividends - - - -
Total changes - 228 228 -
Balance at 30 June 2007 202 24 325 24 527 -
Changes in equity
Profit for the year - - - -
Issue of shares 15 80 591 80 606 -
Purchase of own/treasury
shares 3) (7 160) (7 163) -
Equity instrument to be issued - - - -
Share option issued - - - -
Employees’ share option scheme: Proceeds of shares issued - 637 637 -
Dividends - - - -
Total changes 12 74 068 74 080 -
Balance at 30 June 2008 214 98 393 98 607 -
Notes 14 14 14 16




DigiCﬂrg '

Total
attributable
Equity to equity
reserve holders of
Equity share based Total Retained the group/ Minority Total
reserve payments reserves income company interest equity
- 277 1427 175 576 188 633 9 845 198 478
- - 672 - 672 - 672
- 662 662 - 662 - 662
- - - 88 130 88 130 7671 95 801
- - - - 1510 - 1510
- (228) (228) - - - -
- - - (22 246) (22 246) - (22 246)
- - - - - (11 352) (11 352)
- 434 1106 65 884 68 728 (3 681) 65 047
- m 2533 241 460 257 361 6 164 263 525
- - 13 780 - 13 780 - 13 780
— — — 140 480 140 480 5768 146 248
- - - - 80 606 - 80 606
38 241 - 38 241 - 38 241 - 38 241
- - - - (49 976) - (49 976)
- 5126 5126 - 5126 - 5126
- (637) (637) - - - -
- - - (30 494) (30 494) - (30 494)
- - - - - (2 300) (2 300)
38 241 4 489 56 510 109 986 197 763 3468 201 231
38 241 5 200 59 043 351 446 455 124 9 632 464 756
17 18
- 277 277 147 721 172 297 - 172 297
- - - 1 056 1 056 - 1 056
- 662 662 - 662 - 662
- (228) (228) - - - -
- - - (22 259) (22 259) - (22 259)
- 434 434 (21 203) (20 541) - (20 541)
- m m 126 518 151 756 - 151 756
= = = 483 483 = 483
- - - - 80 606 - 80 606
- - - - (7 163) - (7 163)
38 241 - 38 241 - 38 241 - 38 241
- 5126 5126 - 5126 - 5126
- (637) (637) - - - -
- - - (29 073) (29 073) - (29 073)
38 241 4 489 42 730 (28 590) 88 220 - 88 220
38 241 5 200 43 441 97 928 239 976 - 239 976
17 18

( Group overview )—(

Commentaries )—(Governance and analysis

Financial statements)—(SharehoIder informatior)
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Cash flow statements

for the year ended 30 June 2008

Group Company

Figures in R'000 Notes 2008 2007 2008 2007
Cash flows from operating activities

Cash receipts from customers 630 377 390 905 11 684 5437
Cash paid to suppliers and employees (450 691) (287 532) (2 782) (3 769)
Cash generated from operations 28 179 686 103 373 8 902 1668
Interest income 2782 3708 1720 2 964
Dividends received 234 170 3 550 -
Finance costs (4 123) (2 266) (3 119) (903)
Tax paid 29 (65 808) (54 137) (5 024) (4 977)
Other non-cash item - 766 - -
Net cash from operating activities 112 771 51 614 6 029 (1 248)
Cash flows from investing activities

Purchase of property, plant and equipment 3 (38 478) (30 469) - -
Sale of property, plant and equipment 3 18 133 1652 - -
Purchase of other intangible assets 5 (16) - - -
Acquisition of minority interest 31 (4 000) - (4 000) -
Loans to group companies repaid - - - (13 305)
Loans advanced to group companies - - - (46 146)
Proceeds from loans from group companies - - 32 421 -
Sale of financial assets - 382 - -
Other non-cash item - (1552) - -
Net cash from investing activities (24 361) (29 987) 28 421 (59 451)
Cash flows from financing activities

Proceeds on share issue 14 80 606 - 80 606 -
Reduction of share capital or buy-back of shares 14 (49 976) 1510 (7 163) -
Proceeds from other financial liabilities - - - 57 937
Repayment of other financial liabilities (47 302) - (40 360) -
Movement in interest bearing borrowings - (7 702) - -
Finance lease payments 4 629 3820 - -
Dividends paid 30 (30 494) (22 246) (29 073) (22 259)
Other non-cash item 3290 812 - -
Net cash from financing activities (39 247) (23 806) 4 010 35678
Total cash movement for the year 49 163 (2 179) 38 460 (25 021)
Cash at the beginning of the year 59 243 61 422 12 453 37 474
Total cash at end of the year 13 108 406 59 243 50 913 12 453




DigiCnre
Notes to the annual financial statements

for the year ended 30 June 2008

1. Accounting policies
Presentation of annual financial statements

The following principal accounting policies have been applied consistently in dealing with items that are considered material
in relation to the DigiCore Holdings Limited consolidated financial statements as well as the DigiCore Holdings Limited
financial statements.

The group and company financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) and the requirements of the South African Companies Act, 1973, as amended.

The financial statements are presented in South African Rands (ZAR), the functional currency of the entity DigiCore Holdings
Limited. They are prepared on the historical-cost basis, except for the following assets and liabilities, which are stated at
their fair value:

« financial assets classified as available-for-sale at fair value through profit or loss, and

= investment property and owner-occupied properties which are measured at fair value through profit or loss.

1.1  Significant judgments

In preparing the annual financial statements, management is required to make estimates and assumptions that affect
the amounts represented in the annual financial statements and related disclosures. Use of available information and
the application of judgment is inherent in the formation of estimates. Actual results in the future could differ from
these estimates which may be material to the annual financial statements. Significant judgments include:

Trade receivables/held to maturity investments and/or loans and receivables

The group assesses its trade receivables/held to maturity investments and/or loans and receivables for impairment at
each balance sheet date. In determining whether an impairment loss should be recorded in the income statement, the
group makes judgments as to whether there is observable data indicating a measurable decrease in the estimated
future cash flows from a financial asset.

The impairment for trade receivables/held to maturity investments and/or loans and receivables is calculated on a
portfolio basis, based on historical loss ratios, adjusted for national and industry specific economic conditions and
other indicators present at the reporting date that correlate with defaults on the portfolio. These annual loss ratios
are applied to loan balances in the portfolio and scaled to the estimated loss emergence period.

Allowance for damaged, slow moving and obsolete stock

A projection for stock was performed to take into account stock which would take more than two years to sell. Stock
which exceeds this timeframe is provided in full. Any stock that is physically identified as damaged is written off
when discovered.

Options granted

Management used the Black-Scholes-Merton formula to determine the value of the options at issue date. Additional
details regarding the estimates are included in the note 15 Share based payments.

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of
value-in-use calculations and fair values. These calculations require the use of estimates and assumptions. It is
reasonably possible that these assumptions may change which may then impact our estimations and may then
require a material adjustment to the carrying value of goodwill and tangible assets.

The group reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are
grouped at the lowest level for which identifiable cash flows are largely independent of cash flows of other assets
and liabilities. If there are indications that impairment may have occurred, estimates are prepared of expected future
cash flows for each group of assets. Expected future cash flows used to determine the value in use of goodwill and
tangible assets are inherently uncertain and could materially change over time.

( Group overview )—( Commentaries )—@overnance and analysis Financial statements)—(SharehoIder informatior)
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

12

Provisions

Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions are included in note 21 Provisions.

Taxation

Judgement is required in determining the provision for income taxes due to the complexity of legislation. There are
many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course
of business. The group recognises liabilities for anticipated tax audit issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in which such
determination is made.

Allowance for doubtful debts

All debtors outstanding for more than 120 days are provided for. Accounts are written off when they are delinquent.
Property, plant and equipment

The cost of an item of property, plant and equipment is recognised as an asset when:

e itis probable that future economic benefits associated with the item will flow to the company; and
* the cost of the item can be measured reliably.
Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs

incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is
also included in the cost of property, plant and equipment.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. As the
residual value of land and buildings exceeds its carrying amount, no depreciation is provided on the asset.

Item Average useful life
Plant and machinery 3 years
Furniture and fixtures 6 years
Motor vehicles 4 to 5 years
Office equipment 3 to 4 years
IT equipment 3 years
Computer software 2 years
Leasehold improvements 5 years

The residual value and the useful life of each asset are reviewed at each financial period end.

Each component part of property, plant and equipment with a cost that is significant in relation to the total cost of
the item is depreciated separately.

The depreciation charge for each period is recognised in profit or loss unless it is included in the carrying amount of
another asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in profit or
loss when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant
and equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount
of the item.



13

14

15

Goodwill
Goodwill is initially measured at cost, being the excess of the cost of the business combination over the company's
interest of the net fair value of the identifiable assets, liabilities and contingent liabilities.

Subsequently goodwill is carried at cost less any accumulated impairment.

The excess of the company’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
over the cost of the business combination is immediately recognised in profit or loss.

Internally generated goodwill is not recognised as an asset.

Intangible assets
An intangible asset is recognised when:

e it is probable that the expected future economic benefits that are attributable to the asset will flow to the entity;
and

< the cost of the asset can be measured reliably.
Intangible assets are initially recognised at cost.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows. Amortisation is not
provided for these intangible assets. For all other intangible assets amortisation is provided on a straight-line basis
over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed every period end.

Reassessing the useful life of an intangible asset with a definite useful life after it was classified as indefinite is an
indicator that the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying
amount is amortised over its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assets.

Investments in subsidiaries

Group annual financial statements

The group annual financial statements include those of the holding company and its subsidiaries. The results of the
subsidiaries are included from the effective date of acquisition.

On acquisition the group recognises the subsidiary’s identifiable assets, liabilities and contingent liabilities at fair
value, except for assets classified as held-for-sale, which are recognised at fair value less costs to sell.

Company annual financial statements

In the company’s separate annual financial statements, investments in subsidiaries are carried at cost less any
accumulated impairment.

The cost of an investment in a subsidiary is the aggregate of:

< the fair value, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments
issued by the company; plus
= any costs directly attributable to the purchase of the subsidiary.

An adjustment to the cost of a business combination contingent on future events is included in the cost of the
combination if the adjustment is probable and can be measured reliably.

( Group overview )—( Commentaries )—(Governance and analysis Financial statements)—(SharehoIder informatior)
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

16

17

Investments in associates
Group annual financial statements

An investment in an associate is accounted for using the equity method, except when the asset is classified as held-
for-sale. Under the equity method, the investment is initially recognised at cost and the carrying amount is increased
or decreased to recognise the group's share of the profits or losses of the investee after acquisition date. The use of
the equity method is discontinued from the date the group ceases to have significant influence over an associate.

Any impairment losses are deducted from the carrying amount of the investment in associate.
Distributions received from the associate reduce the carrying amount of the investment.

Profits and losses resulting from transactions with associates are recognised only to the extent of unrelated investors'
interests in the associate.

The excess of the group's interest of the net fair value of an associate's identifiable assets, liabilities and contingent
liabilities over the cost is accounted for as goodwill, and is included in the carrying amount of the associate.

The excess of the group’s share of the net fair value of an associate’s identifiable assets, liabilities and contingent
liabilities over the cost is excluded from the carrying amount of the investment and is instead included as income in
the period in which the investment is acquired.

Company annual financial statements
An associate is an entity in which the group has significant influence, but which it does not control. Investments in

associates are accounted for using the equity method, less impairment losses.

Under the equity method of accounting the group's share of the associate's profit or loss for the year is recognised in
the income statement.

The group's interest in the associate is carried in the balance sheet at an amount that reflects its share of the net
assets of the associate and includes goodwill on acquisition.

Where the group's share of losses of an associate exceeds the carrying value amount of the associate, the associate is
carried at nil value. Additional losses are only recognised to the extent that the group has incurred obligations in
respect of the associate.

Financial instruments
Initial recognition
The group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a

financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial assets and financial liabilities are recognised on the group's balance sheet when the group becomes party to
the contractual provisions of the instrument.

Fair value determination

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active
(and for unlisted securities), 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, and option pricing models making maximum use of market inputs and relying as little as possible on entity
specific inputs.

Loans to (from) group companies
These include loans to holding companies, fellow subsidiaries, subsidiaries, joint ventures and associates and are
recognised initially at fair value plus direct transaction costs.

Subsequently these loans are measured at amortised cost using the effective interest rate method, less any
impairment loss recognised to reflect irrecoverable amounts.
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On loans receivable an impairment loss is recognised in profit or loss when there is objective evidence that it is
impaired. The impairment is measured as the difference between the investment’s carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount can
be related objectively to an event occurring after the impairment was recognised, subject to the restriction that the
carrying amount of the investment at the date the impairment is reversed shall not exceed what the amortised cost
would have been had the impairment not been recognised.

Loans to (from) group companies are classified as loans and receivables.

Investments

These financial assets are initially recognised at fair value plus direct transaction costs.

Subsequently these loans are measured at amortised cost using the effective interest rate method, less any
impairment loss recognised to reflect irrecoverable amounts.

On loans receivable an impairment loss is recognised in profit or loss when there is objective evidence that it is
impaired. The impairment is measured as the difference between the investment’s carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount can
be related objectively to an event occurring after the impairment was recognised, subject to the restriction that the
carrying amount of the investment at the date the impairment is reversed shall not exceed what the amortised cost
would have been had the impairment not been recognised.

All investments are initially recognised at cost, being the fair value of the consideration given and including
acquisition charges associated with the investment (if not carried at fair value through profit and loss).

Other long-term investments that are intended to be held-to-maturity, such as bonds, are subsequently measured at
amortised cost using the effective interest rate method. Amortised cost is calculated by taking into account any
discount or premium on acquisition, over the period to maturity. For investments carried at amortised cost, gains and
losses are recognised in income when the investments are derecognised or impaired, as well as through the
amortisation process.

For investments that are actively traded in the carrying amount of organised financial markets, fair value is
determined by reference to Stock Exchange quoted market bid prices at the close of business on the balance sheet
date. For investments where there is quoted market price, fair value is determined by reference to the current market
value of another instrument which is substantially the same or is calculated based on the expected cash flows of the
underlying net asset base of the investment.

Investments that do not have a quoted market price in an active market and whose fair value cannot be reliably
measured, are stated at cost, except where in the opinion of the directors there is a permanent diminution in value, in
which case they are written down to directors' valuation. Where an investment has been impaired, it is recognised as
an expense in the period in which the impairment is identified.

Trade and other receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised
in profit or loss when there is objective evidence that the asset is impaired. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in
payments (more than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance
recognised is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at initial recognition.

( Group overview )—( Commentaries )—@overnance and analysis Financial statements)—(SharehoIder informatior)

@

DigiCore Annual Report 2008



&)

DigiCore Annual Report 2008

Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

18

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is
recognised in the income statement within operating expenses. When a trade receivable is uncollectible, it is written
off against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are
credited against operating expenses in the income statement.

Trade and other receivables are classified as loans and receivables.

Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the
effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. These are initially and subsequently recorded at fair value.

Bank overdrafts and borrowings

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the group’s
accounting policy for borrowing costs.

Other financial liabilities are measured initially at fair value and subsequently at amortised cost, using the effective
interest rate method.
Financial assets at fair value through profit or loss

Investments are recognised and derecognised on a trade date basis where the purchase or sale of an investment is
under a contract whose terms require delivery of the investment within the timeframe established by the market
concerned.

Investments are measured initially and subsequently at fair value. Gains and losses arising from changes in fair value
are included in profit or loss for the period.

Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid
in respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax
liability arises from:

* the initial recognition of goodwill; or

= the initial recognition of an asset or liability in a transaction which:
— is not a business combination; and
— at the time of the transaction, affects neither accounting profit nor taxable profit (tax loss).

A deferred tax liability is recognised for all taxable temporary differences associated with investments in subsidiaries,
branches and associates, and interests in joint ventures, except to the extent that both of the following conditions
are satisfied:

= the parent, investor or venturer is able to control the timing of the reversal of the temporary difference; and

« it is probable that the temporary difference will not reverse in the foreseeable future.
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A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that
taxable profit will be available against which the deductible temporary difference can be utilised, unless the deferred
tax asset arises from the initial recognition of an asset or liability in a transaction that:

= is not a business combination; and

< at the time of the transaction, affects neither accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible temporary differences arising from investments in subsidiaries,
branches and associates, and interests in joint ventures, to the extent that it is probable that:

» the temporary difference will reverse in the foreseeable future; and

» taxable profit will be available against which the temporary difference can be utilised.

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent

that it is probable that future taxable profit will be available against which the unused tax losses and unused STC
credits can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the balance sheet date.

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in profit or loss for the period,
except to the extent that the tax arises from:

e atransaction or event which is recognised, in the same or a different period, directly in equity; or

= a business combination.

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that are credited
or charged, in the same or a different period, directly to equity.

Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership to
the lessee. All other leases are classified as operating leases.

Finance leases — lessee

Finance leases are recognised as assets and liabilities in the balance sheet at amounts equal to the lower of the fair
value of the leased property and the present value of the minimum lease payments. The corresponding liability to the
lessor is included in the balance sheet as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in
the lease.

The lease payments are apportioned between the finance charge and reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of 12%pa
on the remaining balance of the liability.

Operating leases — lessor

Operating lease income is recognised as income on a straight-line basis over the lease term.

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the
leased asset and recognised as an expense over the lease term on the same basis as the lease income.

Income for leases is disclosed under revenue in the income statement.

Operating leases — lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term.

Any contingent rents are expensed in the period they are incurred.
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Inventories

Inventories are measured at the lower of cost and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

The cost of inventories comprises all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and
segregated for specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all
inventories having a similar nature and use to the entity.

When inventories are sold, the carrying amount of those inventories are recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories, arising from an increase in net realisable value, are recognised as a
reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs.

Impairment of assets

The group assesses at each balance sheet date whether there is any indication that an asset may be impaired. If any
such indication exists, the group estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the group also:

« tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment
annually by comparing its carrying amount with its recoverable amount. This impairment test is performed during
the annual period and at the same time every period; and

« tests goodwill acquired in a business combination for impairment annually.
If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset.

If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-
generating unit to which the asset belongs is determined.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its
value in use.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised
immediately in profit or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease.

Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the cash-generating
units, or groups of cash-generating units, that are expected to benefit from the synergies of the combination.

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the
carrying amount of the units. The impairment loss is allocated to reduce the carrying amount of the assets of the unit
in the following order:

= first, to reduce the carrying amount of any goodwill allocated to the cash-generating unit and
= then, to the other assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit.
An entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior

periods for assets other than goodwill may no longer exist or may have decreased. If any such indication exists, the
recoverable amounts of those assets are estimated.
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1.14

The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment loss does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other than
goodwill is recognised immediately in profit or loss. Any reversal of an impairment loss of a revalued asset is treated
as a revaluation increase.

Share capital and equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of
its liabilities.

Share based payments

Goods or services received or acquired in a share based payment transaction are recognised when the goods or as the
services are received. A corresponding increase in equity is recognised if the goods or services were received in an
equity settled share based payment transaction or a liability if the goods or services were acquired in a cash-settled
share based payment transaction.

When the goods or services received or acquired in a share based payment transaction do not qualify for recognition
as assets, they are recognised as expenses.

For equity-settled share based payment transactions, the goods or services received are measured, and the
corresponding increase in equity, directly, at the fair value of the goods or services received, unless that fair value
cannot be estimated reliably.

If the fair value of the goods or services received cannot be estimated reliably, their value and the corresponding
increase in equity, indirectly, are measured by reference to the fair value of the equity instruments granted.

For cash-settled share based payment transactions, the goods or services acquired and the liability incurred are measured
at the fair value of the liability. Until the liability is settled, the fair value of the liability is re-measured at each reporting
date and at the date of settlement, with any changes in fair value recognised in profit or loss for the period.

If the share based payments granted do not vest until the counterparty completes a specified period of service, group
accounts for those services as they are rendered by the counterparty during the vesting period (or on a straight-line
basis over the vesting period).

If the share based payments vest immediately the services received are recognised in full.

For share-based payment transactions in which the terms of the arrangement provide either the entity or the
counterparty with the choice of whether the entity settles the transaction in cash (or other assets) or by issuing
equity instruments, the components of that transaction are recorded, as a cash-settled share-based payment
transaction if, and to the extent that, a liability to settle in cash or other assets has been incurred, or as an equity-
settled share based payment transaction if, and to the extent that, no such liability has been incurred.

Employee benefits

Short-term employee benefits

The cost of short-term employee benefits is recognised in the period in which the service is rendered and is not
discounted.

The expected cost of compensated absences is recognised as an expense as the employees render services that
increase their entitlement or, in the case of non-accumulating absences, when the absence occurs.

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal or
constructive obligation to make such payments as a result of past performance.
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Defined contribution plans

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.
Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined
contribution plans where the group’s obligation under the schemes is equivalent to those arising in a defined
contribution retirement benefit plan.

Employee share incentive plan and share trust

For defined benefit plans the cost of providing the benefits is determined using the projected credit method.
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is given to any event that could impact the funds up to balance sheet date where the interim valuation
is performed at an earlier date.

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise
amortised on a straight-line basis over the average period until the amended benefits become vested.

To the extent that, at the beginning of the financial period, any cumulative unrecognised actuarial gain or loss
exceeds ten percent of the greater of the present value of the projected benefit obligation and the fair value of the
plan assets (the corridor), that portion is recognised in the income statement over the expected average remaining
service lives of participating employees. Actuarial gains or losses within the corridor are not recognised.

Gains or losses on the curtailment or settlement of a defined benefit plan are recognised when the group is
demonstrably committed to curtailment or settlement.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a
defined benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair
value. In all other respects, the asset is treated in the same way as plan assets. In the income statement, the expense
relating to a defined benefit plan is presented as the net of the amount recognised for a reimbursement.

The amount recognised in the balance sheet represents the present value of the defined benefit obligation as
adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair
value of plan assets.

Any asset is limited to unrecognised actuarial losses, plus the present value of available refunds and reduction in
future contributions to the plan.

The group has an employee share incentive plan and an employee share trust for the granting of non-transferable
options to executives and senior employees.

For both schemes, the group recognises the cost of awarding share options in earnings over the related vesting period
for employee stock option awards and the dilutive effect of outstanding options is reflected as additional share
dilution in the computation of earnings per share. Shares held by the employee share trust are treated as treasury
shares, recorded at cost, and presented in the balance sheet as a deduction from equity.

Provisions and contingencies

Provisions are recognised when:

= the group has a present obligation as a result of a past event;

e it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
and

= areliable estimate can be made of the obligation.

The amount of a provision is the present value of the expenditure expected to be required to settle the obligation.
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Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement shall be recognised when, and only when, it is virtually certain that reimbursement will be received if
the entity settles the obligation. The reimbursement shall be treated as a separate asset. The amount recognised for
the reimbursement shall not exceed the amount of the provision.

Provisions are not recognised for future operating losses.

If an entity has a contract that is onerous, the present obligation under the contract shall be recognised and
measured as a provision.
A constructive obligation to restructure arises only when an entity:

» has a detailed formal plan for the restructuring, identifying at least:
— the business or part of a business concerned;
— the principal locations affected,;
— the location, function, and approximate number of employees who will be compensated for terminating their
services;
— the expenditures that will be undertaken; and
— when the plan will be implemented; and

< has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement
that plan or announcing its main features to those affected by it.

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately

are subsequently measured at the higher of:

« the amount that would be recognised as a provision; and

< the amount initially recognised less cumulative amortisation.

Contingent assets and contingent liabilities are not recognised.

Revenue

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

« the group has transferred to the buyer the significant risks and rewards of ownership of the goods;

= the group retains neither continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold,;

« the amount of revenue can be measured reliably;

e it is probable that the economic benefits associated with the transaction will flow to the group; and

« the costs incurred or to be incurred in respect of the transaction can be measured reliably.

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated

with the transaction is recognised by reference to the stage of completion of the transaction at the balance sheet
date. The outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

* the amount of revenue can be measured reliably;

e it is probable that the economic benefits associated with the transaction will flow to the group;

« the stage of completion of the transaction at the balance sheet date can be measured reliably; and

= the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue shall
be recognised only to the extent of the expenses recognised that are recoverable.

Revenue is measured at the fair value of the consideration received or receivable and represents the amounts
receivable for goods and services provided in the normal course of business, net of trade discounts and volume
rebates, and value added tax.

Interest is recognised, in profit or loss, using the effective interest rate method.
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1.19

Dividends are recognised, in profit or loss, when the company’s right to receive payment has been established.

Service fees included in the price of the product are recognised as revenue over the period during which the service is
performed.

Cost of sales

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories, arising from an increase in net realisable value, is recognised as a reduction
in the amount of inventories recognised as an expense in the period in which the reversal occurs.

The related cost of providing services recognised as revenue in the current period is included in cost of sales.

Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred.

Translation of foreign currencies

Foreign currency transactions

A foreign currency transaction is recorded, on initial recognition in Rands, by applying to the foreign currency amount
the spot exchange rate between the functional currency and the foreign currency at the date of the transaction.

At each balance sheet date:

= foreign currency monetary items are translated using the closing rate;

= non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction; and

= non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different
from those at which they were translated on initial recognition during the period or in previous annual financial
statements are recognised in profit or loss in the period in which they arise.

When a gain or loss on a non-monetary item is recognised directly in equity, any exchange component of that gain or
loss is recognised directly in equity. When a gain or loss on a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised in profit or loss.

Cash flows arising from transactions in a foreign currency are recorded in Rands by applying to the foreign currency
amount the exchange rate between the Rand and the foreign currency at the date of the cash flow.
Investments in subsidiaries, joint ventures and associates

The results and financial position of a foreign operation are translated into the functional currency using the
following procedures:

= assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that
balance sheet;

* income and expenses for each income statement item are translated at exchange rates at the dates of the
transactions; and

= all resulting exchange differences are recognised as a separate component of equity.

Exchange differences arising on a monetary item that forms part of a net investment in a foreign operation are
recognised initially in the translation reserve and recognised in profit or loss on disposal of the net investment.
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Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition of that foreign operation are treated as assets and liabilities of the
foreign operation.

The cash flows of a foreign subsidiary are translated at the exchange rates between the functional currency and the
foreign currency at the dates of the cash flows.

1.20 Consolidation
(@ Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the group has the power to govern
the financial and operating policies generally accompanying a shareholding of more than one half of the
voting rights. 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. They are de-consolidated from the date that
control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group. The
cost of an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair values at the acquisition date, irrespective of the extent of any minority interest. The
excess of the cost of acquisition over the fair value of the group’s share of the identifiable net assets acquired
is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary
acquired, the difference is recognised directly in the income statement.

Inter company transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated but considered an impairment indicator of the asset
transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with
the policies adopted by the group.

(b) Transactions and minority interests

The group applies a policy of treating transactions with minority interests as transactions with parties external
to the group. Disposals to minority interests result in gains and losses for the group that are recorded in the
income statement. Purchases from minority interests result in goodwill, being the difference between any
consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary.

The group’s share of its associates’ post acquisition profits or losses is recognised in the income statement, and
its share of post acquisition movements in reserves is recognised in reserves. The cumulative post acquisition
movements are adjusted against the carrying amount of the investment.

When the group’s share of losses in an associate equals or exceeds its interest in the associate, including any
other unsecured receivables, the group does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the associate.

Unrealised gains on transactions between the group and its associates are eliminated to the extent of the
group’s interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting policies of associates have been changed where
necessary to ensure consistency with the policies adopted by the group.
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1.21 Segment reporting

The group's primary segments are geographic. The group policy is to disclose mandatory segmental information under
IAS 14 — Segment Reporting and to disclose additional supplemental information for each business segment at the
group’s discretion.

The segmental disclosure of results by geography is determined by the origin of business transacted. The accounting
policies of the group's reported segments are the same as the accounting policies of the group. Assets, liabilities,
revenues or expenses that are not directly attributable to a particular segment are allocated between segments where
there is a reasonable basis for doing so. The group accounts for intersegment revenues and transfers as if the
transactions were with third parties at current market prices.

Statements and interpretations not yet effective

The following amendment was mandatory for accounting periods beginning on or after 1 January 2007 but is not relevant to
the operations of the group.

e IFRIC 11 IFRS 2 — Group and Treasury Share Transactions

IFRIC 12 — Service Concession Arrangements

The following standards and interpretations were available for early application but have not yet been applied by the group
in these financial statements:

IFRS 8 — Operating Segments for years commencing on or after 1 January 2009.

IAS 1 Revised — Presentation of Financial Statements 1 January 2009*

IAS 23 Revised — Borrowing Costs 1 January 2009*

IFRIC 13 — Customer Loyalty Programmes 1 July 2008*

IFRS 3 — Business Combinations Revised (effective July 2009)

IAS 27 — Consolidated and Separate Financial Statements Revised (effective July 2009)

Management is in the process of assessing the impact of these amendments and standards on the reported results of the
group and the company.




3.

Property, plant and equipment
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2008 2007
Cost/ | Accumulated Carrying Cost/ | Accumulated Carrying
Figures in R'000 valuation | depreciation value valuation | depreciation value
Group

Land and buildings 3 556 - 3 556 8 096 - 8 096
Plant and machinery 47 611 (18 009) 29 602 26 652 (11 556) 15 096
Furniture and fixtures 2 603 (1 669) 934 2 607 (1 884) 723
Motor vehicles 16 280 (6 101) 10 179 13 602 (6 284) 7 318
Office equipment 7 331 (5 677) 1654 5963 (3 283) 2 680
IT equipment 11 821 (8 767) 3054 9 627 (6 497) 3130
Computer software 4 232 (3 383) 849 4 695 (3438) 1257
Leasehold improvements 1343 (1 118) 225 1193 (636) 557
Total 94 777 (44 724) 50 053 72 435 (33578) 38 857

Reconciliation of property, plant and equipment — Group — 2008

Foreign
Opening exchange

Figures in R’'000 balance Additions Disposals movements | Depreciation Total
Land and buildings 8 096 - (4 540) - - 3 556
Plant and machinery 15 096 27 914 (3 617) 226 (10 017) 29 602
Furniture and fixtures 723 444 - 5 (238) 934
Motor vehicles 7 318 6 104 - 71 (3 314) 10 179
Office equipment 2 680 947 (2 028) 18 (963) 1 654
IT equipment 3130 1948 (259) - (1 765) 3 054
Computer software 1 257 850 (194) - (1 064) 849
Leasehold improvements 557 271 (285) 14 (332) 225
38 857 38 478 (9 923) 334 (17 693) 50 053

Reconciliation of property, plant and equipment — Group — 2007

Opening

Figures in R'000 balance Additions Disposals | Depreciation Total
Land and buildings 5638 2 458 - - 8 096
Plant and machinery 5439 17 334 - (7 677) 15 096
Furniture and fixtures 659 254 - (190) 723
Motor vehicles 4673 5779 (1 001) (2 133) 7 318
Office equipment 2124 1559 (1) (1 002) 2 680
IT equipment 2 486 2044 - (1 400) 3130
Computer software 903 960 - (606) 1257
Leasehold improvements 644 81 - (168) 557
22 566 30 469 (1 002) (13 176) 38 857
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Notes to the annual financial

for the year ended 30 June 2008 (continued)

3.

Property, plant and equipment (continued)

statements

Group Company
Figures in R'000 2008 2007 2008 2007
Assets subject to finance lease (Net carrying amount)
Motor vehicles 7 393 3721 - -
Leasehold improvements 225 557 - -
7 618 4278 - -
Details of land and buildings:
Land and buildings situated on portion 10, erf
number 1 at Highveld Technopark, Centurion
Purchase price: 2004 4 090 4090 - -
Disposed (4 090) - - -
- 4090 - -
Land situated on portion 21, erf number 1 at
Highveld Technopark, Centurion
Purchase price: 2004 450 450 - -
Disposed (450) - - -
- 450 - -
Land and buildings situated on portion 35 of the farm
Melish 205, Cape Regional District, Atlas Gardens
Purchase price: 2006 1098 1098 - -
Capitalised expenditure 2 458 - - -
3 556 1098 - -

Details pertaining to the expropriation of the land and buildings in Highveld Technopark, Centurion can be found in note 36.

A register containing the information required by paragraph 22(3) of Schedule 4 of the Companies Act is available for

inspection at the registered office of the company.

Goodwill
2008 2007

Cost/ | Accumulated Carrying Cost/ | Accumulated Carrying
Figures in R’000 valuation | amortisation value valuation | amortisation value
Group
Goodwill 161 774 (4 873) 156 901 112 237 (4 873) 107 364
Company
Goodwill 24 509 (4 873) 19 636 24 509 (4 873) 19 636




4. Goodwill (continued)

Reconciliation of goodwill — Group — 2008

DigiCure .

Additions
through Foreign
Opening business exchange
Figures in R'000 balance | combinations movements Total
Goodwill 107 364 39 941 9 596 156 901
Reconciliation of goodwill — Group — 2007
Additions
through Foreign
Opening business exchange
Figures in R'000 balance | combinations movements Total
Goodwill 56 174 49 646 1544 107 364
Reconciliation of goodwill — Company
There has been no movement in the 2007 or 2008 financial year.
Goodwill analysis
2008 2007
Accumulated Accumulated
impairment Carrying impairment Carrying
Figures in R'000 Cost losses amount Cost losses amount
DigiCore Holdings
Limited 19 634 - 19 636 19 634 - 19 636
DigiCore Limited 46 340 - 46 340 6 399 - 6 399
DigiCore Europe BV 50 026 - 50 026 50 026 - 50 026
C Track Benelux BV 40 901 - 40 901 31 305 - 31 305
156 901 - 156 903 107 364 - 107 366

Goodwill is allocated to individual cash-generating units based on business activity. Impairment testing is done on a regular
basis by comparing the net carrying value of the cash-generating units to the estimated value in use. The value in use is
determined by discounting estimated future cashflows from the cash-generating unit.

No impairments resulting from impairment testing have been effected for this reporting period. Management regards the
useful lives of all cash-generating units to be indefinite.

5. Intangible assets

2008 2007
Cost/ | Accumulated Carrying Cost/ | Accumulated Carrying
Figures in R'000 valuation | amortisation value valuation | amortisation value
Group
Computer software,
internally generated 16 - 16 - - -

Reconciliation of intangible assets — Group — 2008

The additions relate to costs incurred in the production of integral computer software.
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

6.

Investments in subsidiaries

Carrying Carrying
Figures in R'000 % holding | % holding amount amount
Name of company Held by 2008 2007 2008 2007
DigiCore (UK) Limited DigiCore Holdings Limited 100 100 1 1
DigiCore Limited DigiCore Holdings Limited 100 50.1 50 941 8 700
DigiCore Investments (Pty) Limited DigiCore Holdings Limited 100 100 - -
C-track (SA) (Pty) Limited DigiCore Holdings Limited 100 100 1 1
DigiCore Brands (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore Properties (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore Financial Services (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore Technology (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore Electronics (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore International (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore Cellular (Pty) Limited DigiCore Holdings Limited 100 100 - -
DigiCore Fleet Management (SA)
(Pty) Limited DigiCore Holdings Limited 70 70 - -
DigiCore Europe BV DigiCore International 100 100 - -

(Pty) Limited

C-track Benelux BV DigiCore Europe BV 100 100 - -

50 943 8 702

The carrying amounts of subsidiaries are shown net of impairment losses. DigiCore International (Pty) Limited holds the
investment in DigiCore Europe BV. The value of this investment is R61,2 million (2007: R61,2 million). DigiCore Europe BV
holds the investment in C-track Benelux BV. The value of this investment is 3,45 million Euro (2007: 3,45 million Euro).

During the year under review we increased our shareholding in our subsidiary in the UK (DigiCore Limited) from 50,1% to a
wholly owned subsidiary with the effective date of the transaction being 1 July 2007. The cost of the transaction was
R42,2 million which was part settled in cash and shares to be issued on achieving profit warranties for the years ending
30 June 2008 and 30 June 2009.

Investments in associates

% % Carrying Carrying Fair Fair

Listed/ holding holding amount amount value value

Figures in R'000 Unlisted 2008 2007 2008 2007 2008 2007
Trakker (Pvt) Limited Unlisted 30 30 1062 1062 1062 1062
DigiCore Deutschland Unlisted 50 50 2 444 1756 2 444 1756
3 506 2818 3 506 2818

The carrying amounts of associates are shown net of impairment losses.

The shareholding in DigiCore Deutschland is held through DigiCore Europe BV.




Loans to/(from) group companies
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Group Company
Figures in R’'000 2008 2007 2008 2007
DigiCore Fleet Management (SA) (Pty) Limited - - 17 782 16 864
DigiCore Electronics (Pty) Limited - - (124 437) (61 955)
C-track (SA) (Pty) Limited - - (18 409) 16 426
DigiCore Brands (Pty) Limited - - 11 313 (9 540)
DigiCore Investments (Pty) Limited - - 162 498 123 936
DigiCore Technologies (Pty) Limited - - (8 562) 4 361
DigiCore Properties (Pty) Limited - - (9 879) 6 488
DigiCore Financial Services (Pty) Limited - - 1997 -
DigiCore International (Pty) Limited - - 61 862 61 242
DigiCore Europe BV - - 9 569 7 540
DigiCore (UK) Limited - - (4 579) 6 202
Staff Share Trust - - 46 281 6 294
- - 145 436 177 858
Loans to and from subsidiaries are unsecured and are not
subject to any fixed terms of repayment. No interest is
charged by wholly owned subsidiaries at present, but these
arrangements are subject to revision from time to time.
The loan to DigiCore Europe BV is subject to interest at
7% per annum payable quarterly in arrears. This loan
was repaid subsequent to year end.
The loan has been ceded to Barclays Bank London as
security for banking facilities granted.
Current assets - - 311 302 249 353
Current liabilities - - (165 866) (71 495)
- - 145 436 177 858
The carrying amounts of loans in Rand to and from
group companies are denominated in the following
currencies:
Rand - - 140 446 164 116
Euro - - 9 569 7 540
British Pound - - (4 579) 6 202
- - 145 436 177 858
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

Group Company

54 ) Figures in R'000 2008 2007 2008 2007

9. Financial assets by category

The accounting policies for financial instruments
have been applied to the line items below:

DigiCore Annual Report 2008

Loans to group companies - - 311 302 249 053
Trade and other receivables 166 301 134 255 2 745 2 380
Cash and cash equivalents 108 406 59 243 50 913 12 453

274 707 193 498 364 960 263 886

10. Deferred tax

Deferred tax asset

Accelerated capital allowances for tax purposes 11 211 5127 301 175

Reconciliation of deferred tax asset

At beginning of the year 5127 6 093 175 342
Originating/(reversing) temporary difference provisions 6 084 (966) 126 (167)
1121 5127 301 175
Current assets 11 723 5639 301 175
Current liabilities (512) (512) - -
11211 5127 301 175

11. Inventories

Raw materials and components 22 399 21 391 - -
Work in progress 12 404 - - -
Finished goods 61 312 53 453 - -
96 115 74 844 - -
Inventories write-downs (6 141) (3771) = -
89 974 71073 - -

Inventories are carried at net realisable value.

12. Trade and other receivables

Trade receivables 162 406 122 059 1 13
Employee costs in advance 40 - - -
Prepayments 5761 963 250 212
Deposits 16 842 3919 - -
VAT 9 115 6 643 - -
Other receivables 3895 12 196 225 1492

198 059 145 780 476 1717

Reconciliation of provision for impairment of trade
and other receivables

Opening balance 8 201 7 965 - -
Provision for impairment raised 11 553 236 - -

19 754 8 201 - -
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Group Company
Figures in R'000 2008 2007 2008 2007
13. Cash and cash equivalents
Cash on hand 104 17 - -
Bank balances 108 302 59 126 50 913 12 453
108 406 59 243 50 913 12 453
Local cash is held in current and investment accounts
with the company's bankers.
An investment account of RZero (2007: R3 million)
was ceded to the bankers as security for banking
facilities granted.
Cash held in the foreign subsidiaries is managed with
the subsidiaries' own bankers.
The group limits its risk exposure by investing only
with financial institutions that have a minimum
short-term "Standard and Poor's" rating of Al.
These ratings are monitored on an active basis and
management does not expect any counterparty to
fail to meet its obligations.
14. Share capital
Authorised
1 000 000 000 ordinary shares of R0,001 each 1 000 1 000 1 000 1 000
786 134 649 unissued ordinary shares are under the
control of the directors in terms of a resolution of
members passed at the last annual general meeting.
This authority remains in force until the next annual
general meeting.
Issued
213 865 351 ordinary shares of R0,001 each 214 202 214 202
Share premium 94 397 13 169 98 393 24 325
Treasury shares held by subsidiaries (49 976) (3) - -
44 635 13 368 98 607 24 527
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

15. Share based payments

Weighted Total value
Number | exercise price Rand
Outstanding at the beginning of the year 4169 840 3,53 14 711 164
Granted during the year 5 000 000 8,41 42 050 000
Exercised during the year (1 228 840) 2,83 (3477 894)
Outstanding at the end of the year 7 941 000 6,71 53 283 270
Weighted average share price at exercise date of options was R4,90 (2007: R 8,06).
Exercise
Exercise date from
date within two to
Outstanding options one year four years Total
Options with exercise price R1.42 — Allocation D 300 000 - 300 000
Options with exercise price R2.47 — Allocation E 430 500 430 500 861 000
Options with exercise price R2.79 — Allocation F 150 000 150 000 300 000
Options with exercise price R4.07 — Allocation G 120 000 360 000 480 000
Options with exercise price R5.89 — Allocation H 250 000 750 000 1 000 000
Options with exercise price R8.41 — Allocation | 1 000 000 4 000 000 5 000 000
2 250 500 5 690 500 7 941 000
Information on options granted during the year
Group Company
Figures in R’000 2008 2007 2008 2007
Weighted fair value of options issued during the year 2,52 2,52 1,37 1,37

Fair value was determined by using the Black-Scholes-Merton model.

The following inputs were used:
* Weighted average share price
* Exercise price

* Expected volatility

* Option life

e Expected dividends

* The risk-free interest rate

* Yield rate

Method and the assumptions used in calculating the fair value of options were as follows:

« expected volatility was based on historical volatility;
* yield rate was determined based on 2.5% — 3% dividend yield; and
« risk-free interest rate based on the R153 at 8,84%.

Total expense of R 5 126 000 (2007: R 662 000) related to equity-settled share based payments transactions was recognised
through the income statement.
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Group Company
Figures in R’'000 2008 2007 2008 2007
16. Foreign currency translation reserve
DigiCore (UK) Limited (422) (431) - -
DigiCore Limited 2 489 2 050 - -
DigiCore Europe BV 13 535 203 - -
15 602 1822 - -
The translation reserve comprises exchange differences
on consolidation of foreign subsidiaries.
17. Equity reserve
Shares to be issued 38 241 - 38 241 -
The purchase price for the minority interest of DigiCore
Limited is made up partly in cash and the issue of a
maximum of 4 810 156 DigiCore Holdings Limited shares
at a value of R7,95 per share. These shares will be issued
on or about 31 July 2008 and 31 July 2009 based on
the achievement of the profit warranties. The value of
these shares are currently being disclosed as part of an
equity reserve.
18. Equity reserve: Share based payments
Opening balance 11 277 711 277
Options issued 5126 622 5126 622
Options exercised (637) (188) (637) (188)
5200 711 5200 711
19. Other financial liabilities
Bank loan 25 358 48 486 25 358 48 486
Held at amortised cost.
A loan of Euro 1 725 000 from Barclays Bank London
was obtained in the 2005 financial year to fund the
C-track Benelux BV acquisition.
In September 2007, the initial loan was restructured
and a total loan value of Euro 2 027 000 was obtained
to fund the remaining DigiCore Europe BV shareholding
acquisition.
The term of the loan is five years with yearly repayments
of capital in equal instalments in October of each year.
Interest is payable quarterly in arrears and based on the
LIBOR rate plus 1,5% per annum margin.
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

Group Company
Figures in R'000 2008 2007 2008 2007
19. Other financial liabilities (continued)
Shareholder’s loan - 6 942 - -
A further loan of Euro 1 325 000 with the minority
shareholders of DigiCore Europe BV was obtained during
2005 to fund the C-track Benelux BV acquisition.
The balance at year end was Zero (2007: Euro 725 000)
The loan is unsecured and has no fixed terms of
repayment.
Vendor liabilities — 17 232 — 17 232
25 358 72 660 25 358 65 718
Non-current liabilities 20 286 17 232 20 286 17 232
Current liabilities 5072 55 428 5072 48 486
25 358 72 660 25 358 65 718
20. Finance lease obligation
Minimum lease payments due
— within one year 2412 1705 - -
—in second to fifth year inclusive 6 910 2783 - -
9 322 4488 = _
less: future finance charges (873) (668) - -
Present value of minimum lease payments 8 449 3820 - -
Present value of minimum lease payments due
— within one year 1926 1376 - -
— in second to fifth year inclusive 6 523 2 444 - -
8 449 3820 = _
Non-current liabilities 6 523 2444 - -
Current liabilities 1926 1376 - -
8 449 3820 = -

The average lease term was three to five years and the average effective borrowing rate was 13% (2007: 11%).

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements have been

entered into for contingent rent.

The group's obligations under finance leases are secured by the lessor's claim over the leased assets. Refer note 3.




21. Provisions

Reconciliation of provisions — Group — 2008
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Utilised
Opening during
Figures in R'000 balance Additions the year Total
Product warranties 2 000 - - 2 000
General provision 8 313 1491 (5 907) 3897
Leave pay provision 2767 896 - 3663
Employee benefits provision 1133 10 500 (1 133) 10 500
14 213 12 887 (7 040) 20 060
Reconciliation of provisions — Group — 2007
Utilised Reversed
Opening during during
Figures in R'000 balance Additions the year the year Total
Product warranties 2 700 - - (700) 2 000
General provision 2632 7963 (2 282) - 8 313
Leave pay provision 1829 2227 (1 289) - 2767
Employee benefits 1133 - - - 1133
8294 10 190 (3571) (700) 14 213
Reconciliation of provisions — Company — 2008
Utilised
Opening during
Figures in R’'000 balance the year Total
General provisions 604 (225) 379
Reconciliation of provisions — Company — 2007
Utilised
Opening during
Figures in R'000 balance Additions the year Total
General provisions 1 056 499 (951) 604

Provision for product warranties

The warranty provision represents management's best estimate of the group’s liability under one period warranties granted
on products, based on prior experience and industry averages for defective products.

General provision

The general provision relates to provisions for consulting fees, professional fees and other small items.

Leave pay provision

The leave pay provision is calculated according to the number of outstanding leave days multiplied by the employee's rate

of pay.

Employee benefits provision

Employees participate in a profit-sharing scheme which is based on certain individual and group criteria. Provision for the
profit share is made in the year the profit is achieved and paid to staff in September of each year.

( Group overview )—( Commentaries )—(Governance and analysis

Financial statements)—(SharehoIder informatior)

@

DigiCore Annual Report 2008



DigiCore Annual Report 2008 (o))
o

Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

Group Company
Figures in R'000 2008 2007 2008 2007
22. Trade and other payables
Trade payables 48 522 34 554 222 47
VAT 10 549 6 626 4526 3702
Sundry payables 929 4921 - (644)
Other payables (431) 9295 30 (17)
Accrued expense 25 989 1532 204 -
Deposits received 67 2390 - -
85 625 59 318 4982 2994
23. Financial liabilities by category
The accounting policies for financial instruments
have been applied to the line items below:
Loans from group companies - - 165 866 71 495
Other financial liabilities 25 358 72 660 25 358 65 718
Finance lease obligation 8 449 3820 - -
Trade and other payables 75 009 50 302 456 (708)
108 816 126 782 236 333 136 506
24. Revenue
Sale of goods 610 071 415 350 - -
Rendering of services 51 509 22749 - -
Rental income 23 210 2568 - -
Management fees - - 12 050 6 000
684 790 440 667 12 050 6 000
25. Operating profit
Operating profit for the year is stated after accounting
for the following:
Income from subsidiaries
Dividends 234 - 3 550 -
Operating lease charges
Premises
» Contractual amounts 5754 5305 - -
Motor vehicles
= Contractual amounts 749 516 - -
Equipment
= Contractual amounts 1233 1019 - -
7 736 6 840 - -
Profit on sale of property, plant and equipment 8 210 650 - -
(Loss)/profit on exchange differences (7 036) 1133 3632 600
Depreciation on property, plant and equipment 17 692 13175 - -
Employee costs 164 917 112 719 5 236 922
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Group Company
Figures in R'000 2008 2007 2008 2007
26. Taxation
Current
Local income tax — current period 46 848 32 100 - 171
Secondary tax on companies 2 565 2782 2 565 2782
Foreign income tax or withholding tax — current period 13 547 5391 - -
62 960 40 273 2 565 4 493
Deferred
Originating and reversing temporary differences (4 017) 1047 (126) 167
Other deferred tax (2 068) (334) - -
(6 085) 713 (126) 167
56 875 40 986 2 439 4 660
Reconciliation between accounting profit and tax
expense
Accounting profit 2 922 5716
Tax at the applicable tax rate of 28% (2007: 29%) 818 1658
Tax effect of adjustments on taxable income:
Expenses not deductible 50 220
Income not subject to taxation (994) -
Secondary tax on companies 2 565 2782
2439 4 660
Due to different tax rates of the various countries
in which DigiCore operates from, a sensible tax
rate reconciliation has not been performed for the
Group figures.
27. Auditors' remuneration
Fees 1341 235 150 25
28. Cash generated from operations
Profit before taxation 203 123 136 787 2922 5716
Adjustments for:
Depreciation and amortisation 17 692 13176 - -
Profit on sale of assets (8 210) (650) - -
Income from equity accounted investments (128) (766) - -
Dividends received (234) (170) (3 551) -
Interest received (2 782) (3 538) (1 720) (2 964)
Finance costs 4123 2 266 3119 903
Movements in provisions 5848 5919 (225) (574)
Share based payments 5126 662 5126 662
Changes in working capital:
Inventories (18 902) (22 818) - -
Trade and other receivables (52 277) (56 980) 1242 (563)
Trade and other payables 26 307 29 485 1989 (1512)
179 686 103 373 8 902 1 668
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for the year ended 30 June 2008 (continued)

Group Company
Figures in R'000 2008 2007 2008 2007
29. Tax paid
Balance at beginning of the year (16 726) (30 590) a77) (661)
Current tax for the year recognised in income statement (62 960) (40 273) (2 565) (4 493)
Balance at end of the year 13 878 16 726 (2 282) 177
(65 808) (54 137) (5 024) (4 977)
30. Dividends paid
Dividends (30 494) (22 246) (29 073) (22 259)
31. Acquisition of businesses
Fair value of assets acquired
Net asset value attributable to outside shareholders 2 300 - 2 300 -
Goodwill 39 941 - 39 941 -
42 241 - 42 241 _
Consideration paid
Cash 4 000 - 4 000 -
Equity — Still to be issued (refer note 17) 38 241 - 38 241 -
42 241 - 42 241 -
Net cash outflow on acquisition
Cash consideration paid 4 000 - 4 000 -
32. Related parties
Subsidiaries Refer to note 6

Associates Refer to note 7




33. Details of directors’ emoluments and share options
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Other
Figures in R'000 Emoluments benefits Bonus Total
Executive
2008
NH Vlok 1836 160 1364 3 360
MD Rousseau 1123 119 953 2195
BJ Richards 1181 115 957 2 253
D du Rand 1167 104 955 2 226
SR Aberdein 1 086 96 701 1883
FJ Schindehtitte 995 59 881 1935
7 388 653 5811 13 852
2007
NH Vlok 1443 108 842 2393
MD Rousseau 877 91 512 1480
DA Nieuwoudt 771 62 257 1090
BJ Richards 924 92 539 1555
D du Rand 916 81 534 1531
SR Aberdein 881 84 512 1477
5812 518 3196 9 526
Figures in R’'000 Fees Salary Bonus Total
Non-executive
2008
NA Gasa 389 - - 389
SS Ntsaluba 60 - - 60
BE Esterhuyzen 513 - - 513
BS Khuzwayo 60 - - 60
1022 - - 1022
2007
BE Esterhuyzen 60 - - 60
NA Gasa 90 198 17 305
BS Khuzwayo 60 - - 60
SS Ntsaluba 50 - - 50
260 198 17 475
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

33. Details of directors’ emoluments and share options (continued)

Number Number

of options of options

issued Awarded Exercised issued

Date Expiry Strike but not during during Date but not

granted date price (R) exercised the year the year exercised Gain exercised

SR Aberdein 2005/12/15 | 2015/12/15 247 160 000 - (40 000) | 2007/12/15 301 200 120 000
2006/06/27 | 2016/06/27 2,79 80 000 - (20 000) | 2008/06/27 83 200 60 000

2006/12/07 | 2016/12/07 4,07 100 000 - (20 000) | 2007/12/07 116 000 80 000

D du Rand 2005/12/15 | 2015/12/15 247 160 000 - (40 000) | 2007/12/15 301 200 120 000
2006/06/27 | 2016/06/27 2,79 80 000 - (20 000) | 2008/06/27 83200 60 000

2006/12/07 | 2016/12/07 4,07 100 000 - (20 000) | 2007/12/07 116 000 80 000

2007/10/17 | 2017/10/17 8,41 - 800 000 - - 800 000

BJ Richards 2005/06/26 | 2015/06/26 1,42 120 000 - (60 000) | 2008/06/26 340 800 60 000
2005/12/15 | 2015/12/15 247 160 000 - (40 000) [ 2007/12/15 301 200 120 000

2006/06/27 | 2016/06/27 2,79 80 000 - (20 000) | 2008/06/27 83200 60 000

2006/12/07 | 2016/12/07 4,07 100 000 - (20 000) | 2007/12/07 116 000 80 000

2007/10/17 | 2017/10/17 8,41 - 800 000 - - 800 000

MD Rousseau 2005/06/26 | 2015/06/26 1,42 120 000 - (60 000) | 2008/06/26 340 800 60 000
2005/12/15 | 2015/12/15 2,47 160 000 - (40 000) | 2007/12/15 301 200 120 000

2006/06/27 | 2016/06/27 2,79 80 000 - (20 000) | 2008/06/27 83 200 60 000

2006/12/07 | 2016/12/07 4,07 100 000 - (20 000) | 2007/12/07 116 000 80 000

2007/10/17 | 2017/10/17 8,41 - 800 000 - - 800 000

FJ Schindehutte | 2007/10/17 | 2017/10/17 8,41 - 500 000 - - 500 000
NH Vlok 2004/05/31 | 2014/05/31 0,60 126 840 - (126 840) | 2008/05/31 802 897 -
2005/12/15 | 2015/12/15 2,47 160 000 - (40 000) | 2007/12/15 301 200 120 000

2006/06/27 | 2016/06/27 2,79 80 000 - (20 000) | 2008/06/27 83 200 60 000

2006/12/07 | 2016/12/07 4,07 100 000 - (20 000) | 2007/12/07 116 000 80 000

2007/10/17 | 2017/10/17 8,41 - 1900 000 - - 1900 000

2 066 840 4800 000 (646 840) 3986 497 6 220 000




34. Risk management

Introduction and overview

The group has exposure to the following risks from its use of financial assets and liabilities:
e Credit risk

» Liquidity risk

= Market risks (foreign exchange risk and interest rate risk)

e Operational risks

» Capital risk management

This note presents information about the group’s exposure to each of the above risks, the group’s objectives, policies and
processes for measuring and managing risk, and the group’s management of capital.

Risk management framework

The board of directors has overall responsibility for the establishment and oversight of the group’s risk management
framework. The board has established the credit committee, which is responsible for developing and monitoring group risk
management policies in their specified areas. All board committees have both executive and non-executive members and
report regularly to the board of directors on their activities.

The group’s risk management policies are established to identify and analyse the risks faced by the group, to set appropriate
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions, products and services offered. The group, through its training and
management standards and procedures, aims to develop a disciplined and constructive control environment, in which all
employees understand their roles and obligations.

The group audit committee is responsible for monitoring compliance with the group’s risk management policies and
procedures, and for reviewing the adequacy of the risk management framework in relation to the risks faced by the group.
The group’s audit committee is assisted in these functions by the group internal audit. Group internal audit undertakes
both regular and ad hoc reviews of risk management controls and procedures, the results of which are reported to the
audit committee.

The group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate risk,
cash flow interest rate risk and price risk), credit risk and liquidity risk.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The group only deposits cash with major
banks with high quality credit standing and limits exposure to any one counterparty.

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating,
risk control assesses the credit quality of the customer, taking into account its financial position, past experience and other
factors. Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The
utilisation of credit limits is regularly monitored.

( Group overview )—( Commentaries )—(Governance and analysis Financial statements)—(SharehoIder informatior)
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

34. Risk management (continued)

Financial assets exposed to credit risk at year end were as follows:

Group Company
Figures in R’000 2008 2007 2008 2007
Bank balances 108 302 59 126 50 913 12 453
Trade receivables 162 407 120 769 2 270 15

Liquidity risk
The group’s risk to liquidity is a result of the funds available to cover future commitments. The group manages liquidity risk
through an ongoing review of future commitments and credit facilities.

The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining period at
the balance sheet 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 balances as the impact of discounting is not significant.

Less than Between 1 Between 2 Over 5

Figures in R’000 1year | and 2 years | and 5 years years
Group

At 30 June 2008

Other financial liabilities 5072 20 286 — -
Finance lease obligations 1926 6 523 - -
Trade and other payables 85 625 - - -
Current tax payable 13 878 - - -
At 30 June 2007

Other financial liabilities 55428 17 232 - -
Finance lease obligations 1376 2 444 - -
Trade and other payables 59 321 - - -
Current tax payable 16 726 - - -
Company
At 30 June 2008

Other financial liabilities 5072 20 286 - -
Trade and other payables 4 952 - - -
At 30 June 2007

Other financial liabilities 48 486 17 232 - -
Trade and other payables 2994 - - -
Current tax payable 177 - - -




34. Risk management (continued)

Foreign exchange risk

Management has set up a policy that require group companies to manage their foreign exchange risk against their
functional currency. The group companies are required to hedge their entire foreign exchange risk exposure with the group
treasury. To manage their foreign exchange risk arising from future commercial transactions and recognised assets and
liabilities, entities in the group use forward contracts, transacted with group treasury. Foreign exchange risk arises when
future commercial transactions or recognised assets or liabilities are denominated in a currency that is not the entity’s
functional currency.

For segment reporting purposes, each subsidiary designates contracts with group treasury as fair value hedges or cash flow
hedges, as appropriate. External foreign exchange contracts are designated at group level as hedges of foreign exchange risk
on specific assets, liabilities or future transactions on a gross basis.

The group has certain investments in foreign operations, whose net assets are exposed to foreign currency translation risk.
Currency exposure arising from the net assets of the group’s foreign operations is managed primarily through borrowings
denominated in the relevant foreign currencies.

At 30 June 2008, if the currency had weakened by 10% against the Euro and the British Pound with all other variables held
constant, post-tax profit for the year would have been R2 133 000 lower (2007: R840 000 higher), mainly as a result of
foreign exchange gains/losses on translation of Euro and British Pound denominated trade receivables, financial assets and
foreign exchange losses/gains on translation of Euro and British Pound denominated borrowings.

Foreign currency exposure at balance sheet date

Figures in R'000 2008 2007
Non-current assets

Loan to DigiCore Europe BV €583 000 (2007: €883 000) 7 299 8 455
DigiCore (UK) Limited loan £- (2007: £446 000) - 5982
Current assets

Sundry receivables DigiCore Europe BV €181 000 (2007: e145 000) 2 270 1492
Bank account €68 000 (2007: el 000) 859 9
Liabilities

DigiCore (UK) Limited loan R288 000 (2007: -) 4578 -
Barclays loan e2 027 000 (2007: €291 000) 25 358 2787
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

34. Risk management (continued)

35.

36.

Exchange rates used for conversion of foreign items were:

2008 2007
US Dollars 7.82 7.22
British Pound 15.89 14.26
Euro 1251 9.58

The group reviews its foreign currency exposure, including commitments, on an ongoing basis. Due to the geographical
dispersion of foreign debtors and creditors, the group has to some extent naturally hedged its foreign exchange risk.

Interest rate risk

Cash flow interest rate risk

Current Due in Due in Due in Due in
Figures in R'000 interest less than one to two to three to Due after
Financial instrument rate a year two years three years four years five years
Cash in current banking
institutions variable % 108 406 - - - -
Barclays loan (foreign) variable % 5072 5072 5072 5072 5072

Interest rate sensitivity analysis

At 30 June 2008, if interest rates on

« floating rate assets and liabilities held at amortised cost and

= assets and liabilities accounted for at fair value through profit and loss

had increased or decreased by 200 basis points with all other variables held constant, the impact on profit and loss would
have been negligible.

Going concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

Post balance sheet events

Due to the expropriation of the DigiCore Head Office in Centurion, new premises were purchased to replace the Head Office
in the Route 21 Corporate Park in Irene. The property transfer will only take place in the deeds office subsequent to year
end. The total purchase price of the buildings is R33,4 million.

A bond facility with Absa Bank has been raised to part fund the purchase of the buildings of R30 million.

Subsequent to year end, it has been established that the profit warranty for the DigiCore Limited share purchase from
minorities as detailed in the SENS announcement of 30 June 2008 has been met for the year ended 30 June 2008 and as a
result 2 405 078 shares will be issued to the vendors.




DigiCﬂrg '

37. Earnings
Group

Figures in R’'000 2008 2007
Reconciliation of headline earnings

Attributable to shareholders 140 480 88 131
Adjusted for:

Profit on sale of property, plant and equipment (8 210) (650)
Headline earnings 132 270 87 481
Reconciliation of diluted earnings

Profit after tax 146 248 95 802
Less minority interest (5 768) (7 671)
Diluted earnings 140 480 88 131
Issued number of ordinary shares ('000) 213 865 202 355
Adjusted for:

Share to be issued for the DigiCore UK transaction ('000) 4 810 -
Shares to be issued for the DigiCore Europe transaction ('000) - 6 510
Diluted number of ordinary shares ("000) 218 675 208 865
Earnings per share (cents) 68,7 444
Headline earnings per share (cents) 64,7 441
Diluted earnings per share (cents) 64,2 42,2
Diluted headline earnings per share (cents) 60,5 41,9

Basic earnings and headline earnings per share are calculated by dividing the relevant earnings amount by the weighted
average number of shares in issue.

Diluted earnings and diluted headline earnings per share are calculated by dividing the relevant earnings by the weighted
average number of shares in issue after taking the dilutive impact of potential ordinary shares to be issued into account.
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for the year ended 30 June 2008 (continued)

38. Segment report

38.1 Primary segment report for the year ended 30 June 2008

&)
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Product
develop-
SA Foreign | ment and
distri- distri- manu- Group Consoli-
Figures in R’000 Notes bution bution | facturing services [Eliminated dated
Revenue 431 498 | 197 321 | 294 120 15 254 | (253 403) | 684 790
External revenue 425 305 197 321 59 251 2913 — ||| 684 790
Internal revenue 6 193 — ||| 234 869 12 341 |||(253 403) -
Other operating income 68 - 7 153 - - 7221
Operating income 431566 | 197 321 | 301 273 15 254 | (253 403) | 692 011
Operating expenses (374 068) | (145 567) | (210 214) (9 006) | 253 403 | (485 452)
External operating expenses (178 981) (|| (88 041)||((209 714) (8 716) — []|(485 452)
Internal operating expenses (195 087)||| (57 526) (500) (290)||| 253 403 -
Profit/(loss) exchange differences - (10) 10 668 (3 632) - 7 026
Profit/(loss) disposal of assets 490 20 (790) 8 490 - 8 210
Depreciation and amortisation (14 682) (1 140) (1 274) (597) - (17 693)
Operating profit 43 306 50 624 99 663 10 509 — | 204 102
Investment revenue (377) 1 002 432 1959 - 3016
Finance costs (639) (348) a7 (3 119) - (4 123)
Income from equity accounted
investments - 128 - - - 128
Profit before tax 42 290 51 406 | 100 078 9 349 — | 203 123
Taxation (56 875)
Profit after taxation 146 248
Other disclosures
Segment assets 1| 165895 | 105264 | 151 030 67 036 (39 227) | 449 998
Property, plant and equipment 40 192 2612 2 500 4749 - 50 053
Investments in associates - 2 444 - 1062 - 3 506
Trade and other receivables 98 549 54 031 74 413 10 293 (39 227) | 198 059
Inventories 34 164 6 036 49 774 — — 89 974
Cash and cash equivalents (7 010) 40 141 24 343 50 932 — | 108 406
Segment liabilities 2| (64166) | (49613) | (32734) | (32 206) 39 227 | (139 492)
Trade and other payables (47 995) | (46 243) | (24 163) (6 451) 39 227 (85 625)
Other financial liabilities - - - (25 358) - (25 358)
Finance lease obligations (8 449) - - - - (8 449)
Provisions (7 722) (3 370) (8 571) (397) - (20 060)
Capital expenditure 34 106 1299 1283 1790 - 38 478




38. Segment report (continued)

38.2 Primary segment report for the year ended 30 June 2007
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Product
develop-
SA Foreign | ment and
distri- distri- manu- Group Consoli-
Figures in R'000 Notes bution bution | facturing services | Eliminated dated
Revenue 253 636 110 897 193 553 8710 | (126 129) | 440667
External revenue 253 636 110 897 73 424 2710 - 440 667
Internal revenue - - 120 129 6 000 ||| (126 129) -
Other operating income 7141 - 72 - - 7213
Operating income 260 777 110 897 193 625 8710 | (126 129) | 447880
Operating expenses (221 310) (81 711) | (120 630) (2 118) 126 129 (299 640)
External operating expenses (131 598) (48 294) (|| (117 630) (2 118) = ||| (299 640)
Internal operating expenses (89 712) (33 417) (3 000) - 126 129 -
Loss exchange differences (35) - (498) (600) - (1133)
Profit disposal of assets 583 67 - - - 650
Depreciation and amortisation (5 248) (5341) (1 223) (1 363) - (13 175)
Operating profit 34 767 23912 71274 4629 - 134 582
Investment revenue 42 218 277 3171 - 3708
Finance costs (346) (1 015) 2 (903) - (2 266)
Income from equity accounted
investments - 413 - 353 - 766
Profit before tax 34 463 23528 71 549 7 250 - 136 790
Taxation (40 986)
Profit after taxation 95 804
Other disclosures
Segment assets 1 141 608 65 125 120 152 26 949 (36 063) 317 771
Property, plant and equipment 24 034 2 110 2769 9944 - 38 857
Investments in associates - 1756 - 1062 - 2818
Trade and other receivables 78 383 28 234 71 829 3397 (36 063) 145 780
Inventories 38 416 4 425 28 232 - - 71073
Cash and cash equivalents 775 28 600 17 322 12 546 - 59 243
Segment liabilities 2 (49 517) (35 441) (23 443) (77 673) 36 063 (150 o11)
Trade and other payables (39 035) (33 433) (18 522) (4 391) 36 063 (59 318)
Other financial liabilities - - - (72 660) - (72 660)
Finance lease obligations (3 820) - - - - (3 820)
Provisions (6 662) (2 008) (4 921) (622) - (14 213)
Capital expenditure 24 226 551 1372 4320 - 30 469
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Notes to the annual financial statements

for the year ended 30 June 2008 (continued)

38. Segment report (continued)

38.3 Secondary segment report — Geographical

South Africa Europe Eliminated Consolidated
Year Year Year Year Year Year Year Year
ended ended ended ended ended ended ended ended
30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June
Figures in R'000 Notes 2008 2007 2008 2007 2008 2007 2008 2007
Revenue 740 872 455899 | 197 321 110 897 | (253 403) | (126 129) | 684 790 440 667
External revenue 487 469 329 770 ||| 197 321 110 897 - - ||| 684 790 440 667
Internal revenue 253 403 126 129 - —1/1(253 403)|| | (126 129) - -
Segment operating profit 153 478 110 670 50 624 23912 - - | 204 102 134 582
Segment assets 1| 383961 | 288709 | 105 264 65125 | (39227)| (36063)| 449998 | 317771
Segment liabilities (129 106) | (150 633) | (49 613) (35441) | 39227 36 063 | (139 492) | (150 011)
Capital expenditure 37 179 29 918 1299 551 - - 38 478 30 46
Figures in R'000 2008 2007
1. Reconciliation of segment assets and assets per balance sheet

Assets per segment 449 998 317 771
Goodwill 156 901 107 364
Intangible assets 16 -
Tax receivable 5 496 2630
Deferred tax assets 11 723 5639
Assets per balance sheet 624 134 433 404

2. Reconciliation of segment liabilities and liabilities per balance sheet
Liabilities per segment (139 492) (150 011)
Deferred tax liabilities (19 374) (19 356)
Income tax liabilities (512) (512)
Liabilities per balance sheet (159 378) (169 879)
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Analysis of share ownership

Number of Number of
shareholders % shares %
Shareholder spread
1 - 1 000 shares 358 15,91 228 079 0,11
1001 - 10 000 shares 1185 52,67 5 498 885 2,57
10001 — 100 000 shares 545 24,22 16 943 088 792
100 001 - 1 000 000 shares 129 573 39 511 560 18,47
1 000 001 shares and over 33 147 151 683 739 70,93
2 250 100,00 213 865 351 100,00
Distribution of shareholders
Banks 4 0,2 155 400 01
Close corporations 48 2,1 900 169 04
Endowment funds 12 05 181 802 0,1
Individuals 1727 76,7 43 682 110 204
Insurance companies 12 05 2 323 316 11
Investment companies 15 0,7 16 429 938 17
Medical aid schemes 2 0,1 81 589 0,0
Mutual funds 67 3,0 34 435 261 16,1
Nominees and trusts 205 91 80 940 882 3738
Other corporations 35 16 1279 160 06
Private companies 53 24 4694 509 2,2
Public companies 6 0,3 6 747 274 32
Retirement funds 63 28 14 657 664 6,9
Share trust 1 0,0 7 356 277 34
2 250 100,00 213 865 351 100,00
Public/non-public shareholders
Non-public shareholders 36 1,60 101 233 786 47,34
Directors and Associates 16 0,71 64 107 809 29,98
Strategic holdings (more than 10%) 1 0,04 29 725 000 13,90
Share Trust 1 0,04 7 356 277 344
Own holdings 18 0,81 44 700 0,02
Public shareholders 2 214 98,40 112 631 565 52,66
2 250 100,00 213 865 351 100,00
Beneficial shareholders holding 5% or more
Vlok, NH 33843531 15,82
Titan Nominees (Pty) Limited 29 725 000 13,90
Aberdein, SR 18 830 208 8,80
Old Mutual 13 516 853 6,32
95 915 592 44,84
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Notice of annual general meeting

Notice is hereby given that the annual general meeting of
shareholders of DigiCore Holdings Limited (the company)
in respect of the year ended 30 June 2008 will be held in
the boardroom of the company, at DigiCore Building,
Regency Office Park, 9 Regency Drive, Route 21 Corporate
Park, Irene Ext 30, Centurion, South Africa, on
Wednesday, 3 December 2008 at 10:00.

The following business will be dealt with at the annual
general meeting of shareholders:

1. To receive and adopt the annual financial statements of
the company and the group for the year ended 30 June
2008, and to receive and adopt the reports of the directors
and of the auditors for the year then ended.

2. To re-elect MD Rousseau, NA Gasa and D du Rand as
directors who retire in terms of the articles of association,
and being eligible, offer themselves for re-election.

2.1 Summary of curriculum vitae of MD Rousseau (46)
BCom (Manag.)

In 1984 Mark joined the family business which was
an established fleet solution provider. The last

24 years he has been actively involved in the
transport industry providing fleet management
solutions. In 1998 Mark was appointed as a director
of DigiCore Fleet management, a wholly owned
subsidiary of DigiCore Holdings and as managing
director in 2003. He is currently actively involved in
heading the C-track SA business and DigiCore Fleet
Management SA.

2.2 Summary of curriculum vitae of NA Gasa (58)
BAdmin (Hons) (Unisa), MCom (Unizul), Nat Dip
(Physio)

Nhlanhla is currently the managing member of Gasa
and Associates, an HR and general management
consultancy business based in Umhlanga Rocks and
the managing director of Western Breeze, a black
owned company. He has extensive corporate
experience in the fields of human resources and
executive management working for large corporates
such as Tongaat Hulett Group and Transnet. He
currently chairs the boards of ABSA Provincial KZN,
DigiCore Holdings, Umgeni Water and Sambulo and
serves on the boards of numerous other companies
and forums.

2.3  Summary of curriculum vitae of D du Rand (48)
Preng, BSc(Hons) Elect (RAU), BEng(Hons) (UP), MBL
(Unisa)

Deon is responsible for technology and product
development in the DigiCore Group. He has more
than 28 years of product development experience in
the industrial, defence and commercial industries

and focused the last 16 years on the development
of onboard monitoring and diagnostic systems using
wireless communication.

. To confirm the remuneration paid to executive and

non-executive directors, as disclosed in the annual
financial statements for the year under review.

. To authorise the directors to determine the auditors’

remuneration.

. To re-appoint PKF (Pta) Inc. as auditors for the ensuing

year.

. To consider and, if deemed fit, pass with or without

modification, the following resolutions:

6.1 As ordinary resolution number 1

“Resolved that the authorised, but unissued ordinary
shares in the capital of the company be and are
hereby placed under the control of the directors until
the next annual general meeting and that they be
and are hereby authorised to issue any such shares as
they may deem fit in accordance with the provisions
of the Companies Act, 1973 (Act 61 of 1973) (the
Companies Act), as amended, the articles of
association of the company, and the Listings
Requirements of the JSE Limited (the Listings
Requirements).”

As ordinary resolution number 2

“Resolved that, subject to not less than 75% of those
shareholders of the company present in person or
represented by proxy and entitled to vote at the
annual general meeting at which this resolution is
proposed, voting in favour of this resolution, the
directors of the company be and are hereby
authorised and empowered, by way of a general
authority, to allot and issue for cash, without
restriction, all or any of the unissued shares in the
share capital of the company placed under their
control as they in their discretion may deem fit,
subject to the provisions of the Listings
Requirements:

— the authority shall be valid until the date of the
next annual general meeting of the company or
for 15 months from the date of this resolution,
whichever period is shorter;

— a paid press announcement giving full details,
including the impact on the net asset value and
earnings per share, will be published after any
issue representing, on a cumulative basis within
any one financial year, 5% or more of the number
of shares in issue prior to such issue;

— the general issues of shares for cash in the
aggregate in any one financial year shall not
exceed 15% of the company’s issued share capital
of that class. The securities of a particular class



will be aggregated with the securities that are
compulsorily convertible into securities of that
class and, in the case of the issue of compulsorily
convertible securities aggregated with the
securities of that class into which they are
compulsorily convertible. The number of securities
of a class which may be issued shall be based on
the number of securities of that class in issue at
the date of such application, less any securities of
the class issued during the current financial year,
provided that any securities of that class to be
issued pursuant to a rights issue (announced and
irrevocable and underwritten) or acquisition
(concluded up to the date of application) may be
included as though they were securities in issue at
the date of the application;

— in determining the price at which the issue will be
made in terms of this authority the maximum
discount permitted will be 10% of the weighted
average traded price of such shares, as determined
over the 30 business days prior to the date that
the price of the issue is determined or agreed by
the directors. The JSE Limited (JSE) will be
consulted for a ruling if the company’s securities
have not traded in such 30 business day period;

— any such issue will only be made to public
shareholders as defined in paragraphs 4.25 to 4.27
of the Listings Requirements and not to related
parties; and

— any such issue will only be securities of a class
already in issue, or limited to such securities that
are convertible into a class already in issue.”

6.2 As special resolution number 1

“Resolved that the board of directors of the company
be hereby authorised, by way of a renewable general
authority, to approve the purchase of its own shares
by the company, or to approve the purchase of
ordinary shares in the company by any subsidiary of
the company, provided that:

— this general authority shall be valid until the
company’s next annual general meeting or for
15 months from the date of this resolution,
whichever period is shorter;

— the ordinary shares be purchased through the
order book of the JSE trading system and done
without any prior understanding or arrangement
between the company and/or the relevant
subsidiary and the counterparty;

— an announcement complying with 11.27 of the
Listings Requirements be published by the
company (i) when the company and/or its
subsidiaries cumulatively repurchased 3% of the
ordinary shares in issue as at the time when the

DigiCnre

general authority was given (the initial number)
and (ii) for each 3% in the aggregate of the initial
number of the ordinary shares acquired thereafter
by the company and/or its subsidiaries;

— the repurchase by the company and its
subsidiaries of its own ordinary shares shall not in
the aggregate in any one financial year exceed
20% of the company’s issued share capital of that
class, provided that the acquisition of ordinary
shares as treasury stock by a subsidiary of the
company shall not exceed 10% in the aggregate
of the number of issued shares of the company;

— repurchases must not be made at a price more
than 10% above the weighted average of the
market value of the ordinary shares for the five
business days immediately preceding the date on
which the transaction is effected;

— at any point in time the company may only
appoint one agent to effect any repurchase on the
company’s behalf or on behalf of any subsidiary of
the company;

— the company will after a repurchase of shares still
comply with the provisions of the Listings
Requirements regarding shareholder spread;

— the company and the subsidiary will not
repurchase ordinary shares during a prohibited
period (as defined in the Listings Requirements);

— such repurchases will be subject to the Companies
Act, the company’s Articles of Association and the
Listings Requirements; and

— if the company purchases its own shares from any
wholly owned subsidiary of the company for the
purposes of cancelling such treasury shares
pursuant to this general authority, the provisions
above will not be applicable to such purchase
transaction.”

The company'’s directors undertake that they will not
implement any such repurchases while this general
authority is valid, unless:

— the company and its subsidiaries will be able, in
the ordinary course of business, to pay its debts
for a period of 12 months after the date of the
notice of the annual general meeting at which
this resolution is proposed (the annual general
meeting);

— the assets of the company and its subsidiaries will
exceed the liabilities of the company and its
subsidiaries for a period of 12 months after the
date of the notice of the annual general meeting.
For this purpose, the assets and liabilities will be
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recognised and measured in accordance with the
accounting policies used in the company’s latest
audited annual group financial statements;

the company and its subsidiaries will have
adequate share capital and reserves for ordinary
business purposes for a period of 12 months after
the date of the notice of the annual general
meeting;

the working capital of the company and its

subsidiaries will be adequate for ordinary business
purposes for a period of 12 months after the date 7.
of the notice of the annual general meeting; and

upon entering the market to proceed with the
repurchase, the company’s sponsor has confirmed
the adequacy of the company’s working capital for
the purposes of undertaking a repurchase of
shares in writing to the JSE.

Notice of annual general meeting

(continued)

(f) The directors, whose names are given on pages 6
and 7 of the annual report to which this notice is
attached, collectively and individually accept full
responsibility for the accuracy of their knowledge
and belief there are no facts that have been
omitted which would make any statement false or
misleading, and that all reasonable enquiries to
ascertain such facts have been made and that the
notice contains all the information required by the
Listings Requirements.

To transact any other business as may be transacted at
any ordinary general meeting.

Any member qualified to attend and vote at the meeting is
entitled to appoint a proxy or proxies to attend, speak and
vote in his/her stead. The person so appointed need not be
a member of the company. In order to be effective, proxy
forms must reach the registered office of the company or

Reasons for and effect of special resolution the office of the transfer secretaries by not later than
number 1 10:00 on Monday, 1 December 2008.

(a) The reasons for and effect of special resolution
number 1 is to grant the company’s directors
a general authority to approve the company’s
repurchase of its own shares and to permit
a subsidiary of the company to purchase shares in
the company.

Dematerialised shareholders, other than “own name”
registered dematerialised shareholders, who wish to attend
the annual general meeting in person will need to request
their Central Securities Depository Participant (CSDP) or
broker to provide them with the necessary authority in
terms of the custody agreement entered into between

(b) The special resolution is a renewal of the such shareholders and the CSDP or broker.
resolutions taken at the previous annual general
meeting on 4 December 2007. On a poll, ordinary shareholders will have one vote in
respect of each share held. Dematerialised shareholders
other than “own name” registered dematerialised
shareholders who are unable to attend the annual general
meeting and who wish to be represented thereat, must
provide their CSDP or broker with their voting instruction
in terms of the custody agreement entered into between
themselves and the CSDP or broker in the manner and

time stipulated therein.

(c) For the purposes of considering special resolution
number 1 and in compliance with 11.26 of the
Listings Requirements, the following information
has been included in the annual report, in which
this notice of annual general meeting is included,
at the places indicated: General information in
respect of directors and management (pages 6
and 28), major shareholders (page 73), directors’
interests in securities (page 29) and the share
capital of the company (note 14).

By order of the board

ot

DA Nieuwoudt CA(SA)
Company secretary

(d) There has been no material change to the
financial or trading position of the company since
the end of the last period, otherwise than as
disclosed in this report or in the press.

(e) The company is not involved in any legal or
arbitration proceedings, nor are any proceedings Centurion
pending or threatened of which the company is 3 November 2008
aware that may have or have had in the previous
12 months, a material effect on the DigiCore
group’s financial position.

Designed by @mmiv
Printed by ince
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Form of proxy

DigiCore Holdings Limited
(Incorporated in the Republic of South Africa)
Registration number 1998/012601/06
Share code: DGC
ISIN code: ZAE000016945
(DigiCore)

For use by certificated and own name dematerialised shareholders only.

Other shareholders other than certificated and own name dematerialised shareholders are required to refer to paragraphs
1 and 2 of the “notes to proxy” for further instructions.

I/We, the undersigned (name in full)
of (address)
being the holder(s) of shares in the company hereby appoint
1 or failing him/her
2. or failing him/her

the chairman of the annual general meeting, as my/our proxy to act for me/us at the annual general meeting of the shareholders
of the company to be held on Wednesday, 3 December 2008 at 10:00 and at any adjournment thereof, at the company’s
registered office, DigiCore Building, Regency Office Park, 9 Regency Drive, Route 21 Corporate Park, Centurion, and to vote for
me/us on my/our behalf in respect of the under-mentioned resolutions in accordance with the following instructions:

Number of votes
(one vote per share)
For Against Abstain
1. Approval of the 2008 annual financial statements
2. Election of directors:
2.1 MD Rousseau
2.2 NA Gasa
23 DduRand
3. Confirm the remuneration paid to executive and non-executive directors
4. Determine auditors’ remuneration
5. Re-appointment of auditors
6.1 Ordinary resolution number 1:
Placing unissued shares under control of directors
Ordinary resolution number 2:
Authority for directors to issue shares for cash
6.2 Special resolution number 1:
Repurchase of shares by DigiCore and its subsidiaries
Signed at on 2008

Signature assisted by me (where applicable)




Notes to form of proxy

10.

A form of proxy is only to be completed by those members who are:
— holding shares in certified form; or

— recorded on the sub-register in dematerialised electronic form in their own name.

Members who have already dematerialised their ordinary shares through a Central Securities Depository Participant (CSDP)
or broker and wish to attend the annual general meeting, must request the CSDP or broker to provide them with a letter of
representation or they must instruct the CSDP or broker to vote by proxy on their behalf in terms of agreement entered into
between the member and the CSDP or broker.

A member is entitled to appoint one or more proxies to attend (the annual general meeting); speak and vote in his/her place
at the annual general meeting. The name/s of choice is to be inserted in the space provided. The person whose name stands
first on the form of proxy and who is present at the annual general meeting will be entitled to act as proxy to the exclusion
of those whose names follow (who need not be a member of the company).

A member’s instruction to the proxy must be indicated by the insertion of the relevant number of votes exercisable by that
shareholder in the appropriate box provided.

If a member does not indicate on the form how his/her proxy is to vote, or gives contradictory instructions, or should any
further resolution(s) or any amendment(s) which may properly be put before the annual general meeting be proposed, the
proxy shall be entitled to vote as he/she deems fit, in respect of all the member’s votes exercisable thereat.

Documentary evidence establishing the authority of a person signing the form of proxy in a representative capacity must be
attached to the form of proxy, unless previously recorded by the company or its transfer secretaries or waived by the
chairman of the annual general meeting.

Any alterations or corrections to this form of proxy must be initialled by the signatory(ies).
The completion and lodging of this form of proxy will not preclude the member from attending the annual general meeting
and speaking and voting in person at such meeting to the exclusion of the proxy appointed in terms thereof, should he/she

wish to do so.

The form of proxy must be lodged with the transfer secretaries or company’s registered office to be received by them not
later than 10:00 on Monday, 1 December 2008.

Company’s address Transfer secretaries

DigiCore Holdings Limited Computershare Investor Services (Pty) Limited
DigiCore Building Ground Floor

Regency Office Park 70 Marshall Street

9 Regency Drive Johannesburg 2001

Route 21 Corporate Park (PO Box 61051, Marshalltown 2107)

Irene Ext 30, Centurion
South Africa
(PO Box 68270, Highveld Park 0169)

Notwithstanding the aforegoing, the chairman of the annual general meeting may waive any formalities that would
otherwise be a prerequisite for a valid proxy.

A minor must be assisted by his/her parent or guardian unless the relevant documents establishing his/her legal capacity are
produced or have been registered by the transfer secretaries.



Corporate information

JSE code: DGC ISIN: ZAEO00016945
(“DigiCore” or “the company” or “the group”)

Registered office

DigiCore Building, Regency Office Park

9 Regency Drive, Route 21 Corporate Park
Irene Ext 30, Centurion, South Africa

(PO Box 68270, Highveld Park, 0169)

Tel: +27 12 450 2222 Fax: +27 12 450 2497

Registration number
1998/012601/06

Transfer secretaries

Computershare Investor Services (Pty) Limited
70 Marshall Street, Johannesburg, 2001

(PO Box 61051, Marshalltown, 2107)

Independent auditors

PKF (Pta) Inc.

Registered Accountants and Auditors

103 Club Avenue, Waterkloof Heights

(PO Box 98060, Waterkloof Heights 0065)

Corporate sponsor

PSG Capital Limited

35 Kerk Street

Stellenbosch 7600

(PO Box 7403, Stellenbosch 7599)

Company secretary
DA Nieuwoudt

Banker
Absa Bank Limited

Shareholders’ diary

Preliminary results — Half year
Financial year end

Preliminary results — Full year
Annual report — 2009

Website

www.digicore.com  www.ctrack.com
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DigiCore Building, Regency Office Park

9 Regency Drive, Route 21 Corporate Park
Irene Ext 30, Centurion, South Africa

(PO Box 68270, Highveld Park, 0169)

Tel: 427 12 450 2222 Fax: +27 12 450 2497

www.digicore.com www.ctrack.com
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