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A gyroscope is a device for measuring or maintaining orientation, based on
the principles of angular momentum. The device is a spinning wheel or disk
whose axle is free to take any orientation. This orientation changes much less
in response to a given external torque than it would without the large angular
momentum associated with the gyroscope’s high rate of spin. Since external
torque is minimized by mounting the device in gimbals, its orientation remains
nearly fixed, regardless of any motion of the platform on which it is mounted.

Wikipedia - 2009
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Financial Highlights

9%

Increase in Revenue

3%

Increase in Net Cash from Operating Activities

9%

Increase in Attributable Earnings per Share

2%

Increase in Net Asset Value per Share
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Group Structure and Directorate

MICROmega delivers services across all continents, focusing on four main sectors:
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DIRECTORATE

¢ Executive Chairman - | G Morris (41)

* Executive Financial Director - D S E Carlisle (33)
e Non-executive - PV Henwood (66)

* Non-executive - R C Lewin (41)

* Non-executive - J E Newbury (66)
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Chairman’s Report

The operating investment we made in 2008 to establish
our four new information technology companies will give us
a positive return in 2009, and we are cautiously confident
that we have underpinned the economic impact that the
decline in global automotive sales could have on those

businesses adversely affected in 2008.

MICROmega Holdings Limited is an investment holding company that
has over the past five years diversified its investment portfolio into
four sectors namely: automotive, financial, information technology
and support services. This diversification programme has served
the Group well and whilst this year has come with its challenges,
we are pleased to report that over the past five years the Group has
enjoyed the following compounded growth:

e Five year compounded growth in revenue: 77%

* Five year compounded growth in earnings per share: 38%

* Five year compounded growth in net asset value per share: 29%

e Five year compounded growth in cash generated from operating
activities: 73%

As an investment holding company, earnings growth is derived
through the structuring and execution of corporate transactions
and the return achieved from these investments. We are extremely
satisfied to report an increase in earnings growth from these
activities of 49% for the year.

Whilst we did not achieve an increase in our headline earnings,
this came as no surprise, as it was primarily attributed to the
establishment of four new businesses in our information technology
sector, and a slow-down in profits from two of our automotive
businesses.

In summary we are pleased to have created shareholder value and
this is well demonstrated in the 32% growth in net asset value to
255 cents a share.

AUTOMOTIVE

The businesses within this sector are:

¢ Automobile Radio Dealers Association;
e BTM Manufacturing;

* Redback;

* Deltec Power Distributors;

¢ Essential Power;

¢ Kolbenco; and

e Lubrication Equipment.

The revenue of the automotive sector increased by 97% when
compared to the prior year. This was due to acquisitions that were
made in the early part of the year together with acquisitions in
2007 that are now included in the results for the entire year. This
sector contributed 22% to total headline earnings. We remain well

Revenue - Automotive (R’000)

365276

185 637

2006 2007 2008

Revenue - Information Technology (R’000)

102 964
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2006 2007 2008
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diversified in this sector and whilst there has been a dramatic
decrease in new vehicle sales, we have been partly shielded from
the direct impact of this as a significant portion of our sales efforts
are directed at the aftermarket which has been less affected than
the original equipment market.

Kolbenco (Proprietary) Limited, which is South Africa’s last piston
manufacturer, was acquired by the Group in February 2008. Piston
sales have dramatically decreased due to the drop in the number of
new vehicles being manufactured. As a result of this, the Board of
Directors decided to close the manufacturing operation of Kolbenco
on 31 December 2008. This has not had a negative impact on the
financial performance of the Group for the year.

We still remain focused on diversification within this sector and
despite the difficult market conditions, we anticipate good growth

Revenue - Support Services (R'000)

359 770

189 984

129 502

2006 2007 2008

Revenue - Financial Services (R’000)

40 759
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2006 2007 2008

out of the existing operations within this sector. Significant progress
has been made in enhancing our distribution capabilities which
should start to deliver greater returns in 2009.

INFORMATION TECHNOLOGY

The businesses within this sector are:

¢ Intermap;

* MICROmega Revenue Management Solutions;
* MICROmega Technologies;

¢ SaleScience;

¢ Sciam Professional Solutions;

e Sebata Municipal Solutions; and

e Stable-Net.

The revenue of this sector increased by 43% for 2008 when
compared to the prior year. This was primarily as a result of greater

Mr | G Morris M

Executive Chairman




Chairman’s Report (continued)

procurement by the public sector within Southern Africa. This sector
contributed 20% to total headline earnings. All the businesses
operating in the public sector market managed to grow their existing
customer bases through the supply of services and products at both
local and provincial level. We expect the growth to continue in these
areas as our service offerings continue to be on the leading edge of
market innovations and legislative changes.

Start-up businesses in this sector gained momentum during the year
and whilst they contributed losses to the Group results for 2008, we
are confident of a significant improvement in performance during
20009.

SUPPORT SERVICES

The businesses within this sector are:
* NOSA;

¢ EMPOWERIsk;

¢ NQA Africa; and

* MECS Africa.

Support services’ revenue increased by a substantial 89% during
2008. The growth in revenue was organic and was due to strong
demand for the products and services of the two main businesses
within the sector, namely MECS Africa and NOSA. The sector’'s
contribution to Group headline earnings amounted to 40%, up
from 30% in 2007. NOSA is the largest provider of occupational
risk management services in Africa and is well positioned to take
advantage of the increased pressure on companies to comply
with legislation, particularly in the mining sector. NOSA’s training
and auditing products, which are statistically proven to reduce a
company’s injury rates, are recognised internationally and NOSA
is expecting further strong growth in earnings during 2009. MECS
Africa, which provides labour broking services, benefited from the
securing of a number of new contracts in the petrochemical and
mining industries, both in South Africa and Africa. Whilst revenue
is likely to come under pressure in 2009, given the pressure on
the mining industry, MECS is well positioned to support ongoing
demand for skills in the petrochemical industry both in South Africa
and Angola.

FINANCIAL SERVICES

The businesses within this sector are:
* MICROmega Securities; and

* MICROmega Africa Money Brokers.

MICROmega Securities experienced a 17% increase in revenue and
accounted for 18% of the Group’s headline earnings. MICROmega
Securities is a voice and electronic interdealer broker in the financial
markets and benefits from deal flow between the commercial and
investments banks. Accordingly, given the impact of the global
financial crisis, trade volumes have declined however these are
expected to increase towards the middle of 2009. In addition, the
establishment of MICROmega Africa Money Brokers during 2008
will improve the company’s earnings mix and will place less reliance
on the South African market going forward.

PROSPECTS

We remain confident that we will continue to enjoy similar rates of
growth, both in our balance sheet strength and operating account
in 2009.

The operating investment we made in 2008 to establish our four
new information technology companies will give us a positive return
in 2009, and we are cautiously confident that we have underpinned
the economic impact that the decline in global automotive sales
could have on those businesses adversely affected in 2008.

I would like to take this opportunity to thank our customers for
their loyalty and committed support, our staff for their enthusiasm
and hard work, and finally to the board for the guidance and
ingenuity.

3
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Mr | G Morris
Executive Chairman
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Corporate Governance

OVERVIEW

By adhering to the King Il Report, MICROmega Holdings Limited
(MICROmega) has implemented its corporate governance framework
in order to mitigate risks nationally and abroad. We also acknowledge
the changes that have come into place with the King Ill Report that
will be effective for our future reporting periods and we will monitor
and amend our corporate governance strategy accordingly. We
continue to review current and emerging trends and use these as
benchmarks to ensure that we maintain high standards of good
corporate governance throughout the Group.

MICROmega strives to comply with internationally accepted
standards of corporate governance to safeguard the interests of
the company and all its stakeholders. The board acknowledges the
relationship between sound governance, company profitability and
long-term equity performance. MICROmega remains committed to
achieving the highest standards of accountability, transparency and
integrity in all matters concerning its stakeholders.

The directors believe that MICROmega complies with the
principles and spirit of King Il and the provisions of the Listings
Requirements of the JSE Limited. However, governance structures
and processes are regularly reviewed to take account of changes
within the Group and best practices in the corporate governance
arena.

BOARD OF DIRECTORS

The directors of any board are bound by common law and statutory
duties, with which they should always comply. The board of
MICROmega meets on a regular basis in order to review the strategic
direction of the Group, to evaluate performance and to assess
any risks with which the businesses might be faced. All executive
directors retain full and effective control over the affairs of the
company and monitor management.

Board responsibilities

The board has a formal, documented charter which confirms
that the directors retain overall responsibility and accountability
for:

* developing and adopting strategic plans;

* monitoring operational performance and management;

e ensuring effective risk management and internal controls;
¢ selection, orientation and evaluation of directors;

* legislative and regulatory compliance;

e approval of annual financial statements;

e timely and transparent reporting to shareholders; and

e the ongoing sustainability of the business.

Every director on the board of MICROmega is bound by definite
fiduciary duties, which give rise to the following roles:

e to actin good faith towards the company;

e to act only within their powers and use their powers only for
purposes which benefit the organisation;

* not to use for personal gain any information acquired in their
capacity as a director;

e toactin the best interests of the company and to avoid a conflict
between personal and company interests;

* to exercise independent judgment in decision-making.

A clear division of responsibility is embedded in the board charter.
The board has delegated authority to the senior management for
the implementation of the strategy and the ongoing management
of the business. The directors are informed of progress through
both regular reporting at board meetings and ongoing
communications.

Composition

The composition of the board ensures that a range of skills and
knowledge is available to advise on, and implement key decisions,
ensuring that it retains proper direction and control of the company.

The board as a whole is involved in the process of nomination,
selection and the appointment of directors. The directors are
selected on the basis of their skill, knowledge, business acumen
and contribution to the company.

The board currently comprises two executive directors,
Mr I G Morris (Chairman) and Mr D S E Carlisle (Financial Director).
There are three non-executive directors currently, Mr P V Henwood,
Mr R C Lewin and Mr J E Newbury.

During the reporting period since the approval of the 2007 audited
Group results, the board met four times, the following being the
dates and major items on the agenda.

Date Agenda
18 August 2008

Operating and financial review of the
performance of the Group and subsidiaries
for the 2™ Quarter 2008.

Approval the interim results for the six
months ended 30 June 2008.

15 September 2008 | Review and approval of updated charters
for the board and the risk and audit
committee.

26 November 2008 | Operating and financial review of the
performance of the Group and subsidiaries
for the 10 months ended October 2008.
Approval of the annual report and the
abridged financial statements for the year
ended 31 December 2008.

23 March 2009

Directors’ attendance at meetings

18 15 26 23
Director August | September | November | March
2008 2008 2008 2009
I G Morris v v v v
D M Carson” A v v -
P V Henwood™* v v v v
R C Lewin v v v v
E S Mpanza™* - - - -
J E Newbury*™** v v v A

v =Present / A= Apologies
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Corporate Governance (continued)

Executive
| G Morris (Chairman) 4 out of 4

Non-executive
D M Carson” 2 out of 3

(Mr D M Carson resigned from the board on
22 March 2009)

PV Henwood™* 4 out of 4

(Mr PV Henwood was appointed to the board
on 23 June 2008)

R C Lewin 4 out of 4

Ooutof O

(Mr E S Mpanza was not re-elected at the
Annual General Meeting on 25 July 2008)

E S Mpanza™*

J E Newbury™™* 3outof 4
(Mr J E Newbury was appointed to the

board on 23 June 2008)

Mr D S E Carlisle was appointed to the Board of Directors as Financial
Director on 30 March 2009.

BOARD COMMITTEES

To assist the board in discharging its collective responsibilities for
corporate governance, several committees have been established
to which certain of the board’s responsibilities have been delegated.
These committees all have specific terms of reference and are
accountable to the board.

The committees comprise directors who have a blend of skills and
experience and other qualities appropriate to their roles.

Board committees currently in place are:

Risk and audit committee

The risk and audit committee has been delegated powers by the
board and carries out the important function of reviewing financial
results and evaluating internal and external risks facing the various
businesses within the Group. These powers clearly set out the
responsibilities and authority together with the structures and
processes of the committee. During the year under review the risk
and audit committee has addressed its responsibilities and kept the
board fully informed of the proceedings of the risk assessment and
management by the audit committee.

The primary objective of the audit committee is to promote the
overall effectiveness and adequacy of internal controls within the
Group. Its objectives include:

e ensuring the integrity of the Group’s accounting and financial
reporting systems;

e ensuring the appropriate systems are in place for monitoring
risk, financial control and compliance with the law and codes of
conduct;

e evaluating the effectiveness of the risk and compliance
management functions in the Group;

* maintaining transparent and appropriate relationships with
external auditors;

* reviewing the scope and quality of statutory audit and the
independence and objectivity of the auditors;

e reviewing interim and annual financials statements before
approval by the board;

* reviewing reports from external auditors; and

e approval of audit fees.

The audit committee comprises all the non-executive members of
the Board of Directors with Mr P V Henwood acting as Chairman.
The Executive Chairman and Mr J Wessels of KPMG are invited to
attend these meetings as representatives of management of the
company and the auditors respectively. The committee meets at
least four times a year and the attendance by directors’ is shown
below:

18 15 26 23

Director August | September | November | March

2008 2008 2008 2009
P V Henwood v v v v
D M Carson A v v -
R C Lewin v v v v
J E Newbury v v v A
By Invitation
| G Morris v v v v
J Wessels v v v v
v =Present / A= Apologies

Appointment to the risk and audit committee for the non-executive
directors coincides with their appointments to the Board of
Directors.

The risk and audit committee is satisfied with the independence and
objectivity of the external auditors.

External audit
The Group’s external auditors are KPMG Inc. (KPMG) and the report
of the independent auditors is included on page 15.

The Group has a formal policy on the provision of non-audit services
by the external auditors. The policy also requires KPMG to satisfy
the audit committee that the delivery of non-audit services does not
compromise the independence of the auditors.

Currently all non-audit services are provided by other audit firms
independent of KPMG.

Remuneration committee

The remuneration committee is responsible for determining the terms
of employment and remuneration of the Group’s executive directors
and senior management; this includes assessment of specific
rewards, succession planning and the identification and nomination
of appropriate members of the board. The committee ensures that
the Group remunerates and incentivises senior management fairly,
taking all circumstances into account. The committee is further
responsible for the remuneration strategy of the Group as approved
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by the board. The remuneration committee meets at least four times
a year in conjunction with the board meetings.

The primary functions of the remuneration committee are to:

* establish a remuneration policy which is aligned with the Group’s
strategy and performance goals;

* reviewremuneration policies, employee share incentive schemes,
performance bonuses and service contracts;

e approve the remuneration of the executive directors and senior
management;

¢ propose fees for non-executive directors; and

¢ determine the award of share options to executives and staff.

INTERNAL CONTROL SYSTEM

The Group maintains systems of internal control over the financial
reporting and for the safeguarding of assets (against unauthorised
acquisition, use or disposal). These systems are designed to provide
reasonable assurance to the Group’s management and Board of
Directors that reliable financial information is produced.

Corrective action is taken to address and control deficiencies in
control systems, as and when these are identified.

There are inherent limitations to the effectiveness of any system
of internal control, including the possibility of human error and
circumvention or overriding of controls. Accordingly, even an effective
internal control system can provide only reasonable assurance
with respect to financial statement preparation and safeguarding
assets.

Nothing has come to the attention of the directors to indicate that
any material breakdown in the functioning of the Group’s key internal
controls and systems occurred during 2008.

COMPANY SECRETARY

The board has every confidence that the Group’s Company
Secretary is qualified to execute all duties in accordance with the
relevant legislation as well as to offer sound and proper advice to all
members of the Group who may need assistance with compliance
thereof.

RISK MANAGEMENT

The Group’s risk and audit committee is responsible for
addressing all operational and financial risk issues, together with
risk funding.

GOING CONCERN

After making due inquiries, the directors are satisfied that the Group
has adequate resources available to continue to operate for the
foreseeable future and there is no reason to believe that the Group
will not continue in operation for the forthcoming year. The annual
financial statements presented on pages 12 to 86 have accordingly
been prepared on a going concern basis. The directors are
responsible for the final approval of the annual financial statements
and the Group’s auditors, KPMG Inc. are responsible for auditing
and for highlighting key risks which may affect the going concern of
the MICROmega Group.

EMPLOYMENT EQUITY

The Group is committed and takes pride in providing fulfilling work
opportunities and to creating a workplace in which individuals of
ability can develop rewarding careers at all levels, regardless of their
background, religion, race or gender.

ETHICS
The Board of Directors and the management of the Group are
committed to exercising and maintaining high ethical standards.

A culture of high ethical integrity standards has been developed
and flourishes amongst all levels of employees and directors.
Honesty and integrity covers the interactive relationships between
the company, its directors and employees between themselves and
outside stakeholders, customers, shareholders and the society at
large.

DIRECTORS’ CONTRACTS OF EMPLOYMENT
No director has a contract of employment in excess of a period of
three years.

SHAREHOLDERS COMMUNICATION

The Board of Directors is committed to continued improvement
of communication with shareholders. Investec Bank Limited, the
company’s sponsor, continues to help and improve all levels of
communication. The Group’s website is also utilised to inform all
shareholders of and changes in strategy as well to demonstrate the
performance of the Group as a whole. This is also done through the
JSE’s Stock Exchange News Services (SENS).

MICROmega HOLDINGS LIMITED ANNUAL REPORT 2008 9



Sustainability Report

Corporate Social Responsibility for MICROmega Holdings
represents the desire to operate a successful and
profitable business in a sustainable way - a way in which
communities and the environment can benefit from.

MICROmega is committed to practising good corporate citizenship
and recognises the need to balance short-term profitability targets
and generating returns to shareholders with the longer term
sustainability needs of the business and the broader society. This
sustainability report serves to highlight the effects that MICROmega
may have within the economies and societies in which we operate.
Given the current world-wide climate of economic uncertainty,
we feel that it is even more important now to identify economic,
environmental and social risks and opportunities within our
business’ context.

Stakeholders are defined by the Global Reporting Initiative (GRI)
as, “entities or individuals that can reasonably be expected to be
significantly affected by the organisation’s activities, products,
and/or services; and whose actions can reasonably be expected to
affect the ability of the organisation to successfully implement its
strategies and achieve its objectives.” These include our employees,
our shareholders, our customers, as well as the communities which
are supported by the MICROmega Social Responsibility Fund. At
MICROmega we are aware of the huge amount of value that needs
to be placed on our stakeholders to ensure the long-term success
of our business.

Shareholders

The Group continues to engage with shareholders on a regular
basis. General communication with shareholders is undertaken via,
the website (www.micromega.co.za); the annual report; the annual
general meeting and through the use of the JSE’s Stock Exchange
News Service (SENS).

In addition to this, during the year media interviews and road shows
assisted in getting more information about the company out into
the market as a whole, as well as directly to potential investors.
By making use of a publishing firm, we ensure that all information
and news relative to shareholders is released timeously to the
press.

Communications are designed to give the reader both insight into
the individual businesses of the Group and the opportunities and
challenges with which the Group is faced.

Shareholders are also encouraged to attend the annual general
meeting at MICROmega Holdings’ head office, where any concerns
or insights into pertinent issues can be raised. Notice of the annual
general meeting is given well in advance to allow for all interested
parties to attend.

MICROmega continues to value the support and interest of the
shareholders and we remain dedicated to providing transparent and
noteworthy information.

The Group continues to communicate regularly with its sponsoring
brokers to ensure that MICROmega is in the forefront of reporting to
shareholders and the market in general.

Customers

MICROmega continues to strive to improve the quality of services and
goods to its customers whilst maintaining existing relationships with
them. The Group has customers across all continents as follows:

Continent Number of Number of
Customers - 2008 | Customers - 2007
Africa
South Africa 10 319 7029
Angola 2 4
Botswana 33 25
Democratic Republic
of Congo 1 0
Egypt 0 1
Kenya 14 9
Lesotho 7 7
Madagascar 0
Malawi 9 8
Mozambique 16 10
Namibia 16 15
Nigeria 1 0
Swaziland 12 16
Tanzania 11 10
Uganda 3 6
Zambia 8 13
Zimbabwe 19 28
Europe 9 14
North America 0 0
South America 1 1
Asia 0 2
Australasia 1 3
Total 10 438 7201
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In order to continually offer optimal products to its customers, the
Group continues to innovate and investigate new opportunities.
Through this constant improvement the Group is in a position to
both benefit their customers and to improve market share across
all industries. MICROmega is also striving to provide economic
assurance and stability to all customers throughout the world,
despite the current adverse economic conditions.

Employees

MICROmega is an equal opportunity employer and when new
appointments are undertaken, the requirements of the individual
industry charters are taken into account. MICROmega strives to
promote a fair and open environment in which employees are
encouraged to communicate with each other as well as with their
managers about any concerns that they may have.

The demographics of the Group at the 2008 financial year end are
as follows:

31t December 2008 | 31t December 2007

Classification
Male Female Male Female

White 161 142 162 119
African 334 98 363 96
Coloured 32 8 23 10
Indian 7 9 4 3
Total 534 257 552 228

At the end of the financial year 62% of the staff was historically
disadvantaged individuals which is a small reduction in the 64% of
the prior year. Of the total staff complement 32% were female which
is a significant improvement from the prior year of 29%.

Staff movements during the year:

Opening balance 780
Appointments 219
Resignations (106)
Dismissals (22)
Expiry of contract (34)
Retrenchment (346)
Death (4)

Incapacity (1)

Additions through acquisitions 305
Closing balance 791

The above movements reflect a staff turnover of 21%.

The Group is committed to improving the skills and education of the
staff by sending them on training courses presented by accredited
trainers. The total spend on staff training during the 2008 financial
year was R586 000 and MICROmega will continue to encourage
the growth of its employees’ skills and knowledge bases through
this staff training scheme. MICROmega makes use of a share
incentive scheme of which all employees are eligible. Management
review outstanding share options on an ongoing basis and request

the trustees of the scheme to issue share options as required.
Share options vest over a five year cycle and employees have to
remain in the employment of the company in order to receive the
full benefit.

Corporate Social Responsibility

Corporate Social Responsibility for MICROmega Holdings represents
the desire to operate a successful and profitable business in a
sustainable way - a way in which communities and the environment
can benefit from.

Communities
The MICROmega Social Responsibility Fund was set up to benefit
the communities in which the Group operates.

The MICROmega Social Responsibility Fund is not isolated to a few
particular charities, but rather, smaller contributions are made to
a widespread number of charitable organisations. Charities are
chosen based on a number of criteria, which include the regions in
which they operate; how they benefit the communities within those
regions; the reputation of the charity and the proposed utilisation of
the donation.

MICROmega places a huge amount of value and emphasis on the
education and well-being of today’s youth, and affording them the
opportunity to progress into the world as well-rounded individuals
is something that we take pride in. We try to give as many children
as possible, access to an education by presenting scholarships and
by supporting schools, by providing them with necessities such as
books, educational and sporting equipment and food for the children.
Many school bursaries are provided to the children of members of
staff and financial aid is provided to those staff members who are
single income providers within their families.

When possible, in providing services in outlying regions where
MICROmega does not have a historical base, partnerships have
been formed with local entities in order to provide services to the
communities, while also increasing the economic capacity of those
regions.

The continued development of the communities is imperative to
MICROmega and the Group realises their responsibilities and roles
to be played in this development. It is a role that MICROmega
cherishes and the Group is happy to be making a difference.

Environment

In May of 2008, we launched our environmental campaign, “Greening
MICROmega”. The focus of this campaign is to encourage employees
to “think outside the box” and to contribute wholly to ideas and ways
in which we as a company can contribute to the direct “greening”
of our business as well as to the environment in which we operate.
The vastly different business sectors within the Group influence the
varied needs of the campaign and how they can each contribute
towards it. This is also why it is important that every company and
its staff members are involved in and contribute towards the project.
This holistic approach aims at making a difference by encouraging
Group involvement and responsibility which will place MICROmega
Holdings into a better and more accountable position for our
stakeholders and society at large.
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Salient Features

FINANCIALS

Revenue (R’000)

Earnings per Share (cents)

Net Asset Value per Share (cents)

Net Cash from Operating Activities (R’000)

843 772

483 174

315 062

159 339

2005 2006 2007 2008

2005 2006 2007 2008

2005 2006 2007 2008

47232

2005 2006 2007 2008
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Directors’ Responsibility Statement

The directors are responsible for the preparation and fair presentation of the Group annual financial statements and annual financial statements
of MICROmega Holdings Limited, comprising the balance sheets at 31 December 2008, and the income statements, the statements of changes
in equity and cash flow statements for the year then ended, and the notes to the financial statements, which include a summary of significant
accounting policies and other explanatory notes, and the directors’ report, in accordance with International Financial Reporting Standards (IFRS)
and in the manner required by the Companies Act of South Africa.

The directors’ responsibility includes: designing, implementing and maintaining internal controls relevant to the preparation and fair presentation
of these 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.

The directors’ responsibility also includes maintaining adequate accounting records and an effective system of risk management.

The directors have made an assessment of the Group and company’s ability to continue as a going concern and have no reason to believe the
businesses will not be a going concern in the year ahead.

The auditor is responsible for reporting on whether the Group annual financial statements and annual financial statements of MICROmega
Holdings Limited are fairly presented in accordance with the applicable financial reporting framework.

Approval of the annual financial statements

The Group annual financial statements and the annual financial statements of MICROmega Holdings Limited as identified in the first paragraph,
were approved by the Board of Directors on 30 March 2009 and are signed on its behalf by:

Mr | G Morris Mr D S E Catrlisle
Executive Chairman Financial Director

Certification by Company Secretary

In accordance with the provisions of section 268G (d) of the Companies Act of South Africa, | certify that, in respect of the year ended
31 December 2008, the company has lodged with the Registrar of Companies all returns prescribed by the Act and that all such returns are true,
correct and up to date.

Mr G W Schnehage
Company Secretary
30 March 2009
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Independent Auditor’s Report

To the members of MICROmega Holdings Limited

Independent auditor’s report

We have audited the Group annual financial statements and the annual financial statements of MICROmega Holdings Limited, which comprise
the balance sheets at 31 December 2008, and the income statements, the statements of changes in equity and cash flow statements for the
year then ended, and the notes to the financial statements, which include a summary of significant accounting policies and other explanatory
notes, and the directors’ report as set out on pages 16 to 86.

Directors’ responsibility for the financial statements

The company’s directors are 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 Companies Act of South Africa. This responsibility includes: designing,
implementing and maintaining internal control 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.

Auditor’s 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 auditor’s 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 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 that we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, these financial statements present fairly, in all material respects, the consolidated and separate financial position of MICROmega
Holdings Limited at 31 December 2008, and its consolidated and separate financial performance and consolidated and separate cash flows for
the year then ended in accordance with International Financial Reporting Standards, and in the manner required by the Companies Act of South
Africa.

KPMG Inc.

WA

Per: J Wessels

Chartered Accountant (SA)
Registered Auditor
Director

30 March 2009
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Report of the Directors

The directors present their report for the year ended 31 December 2008. This report forms part of the audited Group and separate financial
statements of MICROmega Holdings Limited (“financial statements”).

1.

General review
The Group’s business and operations and the results thereof are clearly reflected in the attached consolidated annual financial
statements.

Nature of the business
MICROmega Holdings Limited is an investment holding company listed on the JSE Limited. The company provides strategic, operational

and financial support to the entities that the company has an interest in.

Through the investments held by the company, the Group provides the following services and products:

. Financial services sector
- Inter-dealer financial services broking in the over the counter wholesale markets;
. Support services sector

- Employment outsourcing services in the engineering and construction industries;

- Occupational health and safety services including auditing, training and consulting;
d Information technology sector

- Web based software and information visualisation solutions;

- Integrated technology applications for local governments;

- Networking and data flow optimisation solutions;

- Revenue management solutions to local government and the utility industry;
. Automotive components sector

- Manufacturer and distribution of automotive components;

- Importation and distribution of power supply solutions;

- Distribution of auto-electrical accessories; and

- Installation and maintenance of oil piping solutions.

These services are provided globally and extend across a diverse client base, inclusive of both the private and public sectors.

Dividends
No dividends were declared or recommended during the year or the previous year.

Share capital
The changes in the issued share capital of the Group during the year under review are as follows:

On 14 January 2008, 86 055 shares of 1 cent each were issued at a premium of 44 cents per share in terms of the MICROmega Share
Incentive Scheme.

On 16 May 2008, 75 000 shares of 1 cent each were issued at a premium of 89 cents per share in terms of the MICROmega Share
Incentive Scheme.

On 10 June 2008, 730 976 shares of 1 cent each were issued at a premium of 183 cents per share to the vendors of Automobile Radio
Dealers Association 1989 (Proprietary) Limited as per the terms of the purchase agreement of Automobile Radio Dealers Association
1989 (Proprietary) Limited.

On 3 July 2008, 583 333 shares of 1 cent each were issued at a premium of 299 cents per share to the vendors of Lubrication Equipment
(Proprietary) Limited upon meeting profit warranties in terms of the purchase agreement.

On 7 July 2008, 182 744 shares of 1 cent each were issued at a premium of 183 cents per share to the vendors of Automobile Radio
Dealers Association 1989 (Proprietary) Limited as per the terms of the purchase agreement of Automobile Radio Dealers Association
1989 (Proprietary) Limited.

During the year the Group repurchased 2 716 620 treasury shares on the open market at an average premium of 223 cents to be utilised
to settle future vendor payments.

Property, plant and equipment
The changes in the property, plant and equipment during the year or any changes in the policy relating to their use are set out in the
attached financial statements and do not, in our opinion, require further comments.
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Report of the Directors (continued)

6. Events subsequent to the year end
There were no subsequent events after the balance sheet date.

7. Directors
The directors of the Group during the accounting period and up to the date of this report were as follows:

Mr | G Morris Chairman

Mr D S E Carlisle Financial Director Appointed 30 March 2009

Mr D M Carson Non-executive Resigned 22 March 2009

Mr P V Henwood Non-executive Appointed 23 June 2008

Mr R C Lewin Non-executive

Mr E S Mpanza Non-executive Resigned 25 July 2008

Mr J E Newbury Non-executive Appointed 23 June 2008
8. Company Secretary

The Company Secretary of the Group is G W Schnehage, whose business and postal addresses are:

Block C

Chislehurston Office Park
Chislehurston

Sandton

2196

Private Bag X9966
Sandton

2146

Mr G W Schnehage replaced Mr D J Case on 20 March 2009 as the Company Secretary of the Group.
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Report of the Directors (continued)

9. Subsidiaries and associated companies

Shares at cost

Number of Percentage less accumulated Due by/(to)
shares in issue holding impairment subsidiaries
% R’000 R’000

2008 2007 2008 2007 2008 2007

MICROmega Securities (Proprietary) Limited

and its subsidiary companies 100 000 100 100 47 609 47 609 (16 824) (2461)
MICROmega Treasury Solutions (Proprietary) Limited 943 100 100 - - 12 837 11 030
MICROmega Revenue Management Solutions

(Proprietary) Limited and its subsidiary companies 100 100 100 3141 3141 6 803 7212
MICROmega Investments (Proprietary) Limited 135 100 100 92 92 454 454
MICROmega Investment Portfolio (Proprietary) Limited 135 100 100 92 92 328 328
SA Meter Reading Services (Proprietary) Limited 100 100 100 180 180 2 -
Intermap (Proprietary) Limited 100 50 50 5 046 5 046 (889) (3955)
Deltec Power Distributors (Proprietary) Limited

and its subsidiary company 100 100 100 14 788 14 788 15 318 5348
Sebata Municipal Solutions (Proprietary) Limited

and its subsidiary companies 392 74 74 8 000 8000 (13 230) (6 303)
MICROmega National Certification Authority

(Proprietary) Limited 120 100 100 - - 2665 3966
MICROmega Professional Risk Solutions (Proprietary)

Limited and its subsidiary companies 120 100 100 - - (319) 2280
RiskWorks (Proprietary) Limited 120 100 100 - - - -
MICROmega Quality Assurance (Proprietary) Limited 100 100 100 - - - -
MECS Africa (Proprietary) Limited and its

associate company 4 500 100 100 4930 4 835 4 328 3648
Swazi Occupational Safety & Health

(Proprietary) Limited 100 100 100 406 406 (71) (71)
BTM Manufacturing (Proprietary) Limited and its

subsidiary company 100 100 100 16 794 16 794 7 216 4 326
Automobile Radio Dealers Association 1989

(Proprietary) Limited and its subsidiary company 16 100 100 7 093 8093 8421 2079
Tiseletso (Proprietary) Limited 100 100 100 - - 11 695 11679
Mzimkhulu Financial Investments (Proprietary) Limited 100 100 100 - - 35794 35793
Lubrication Equipment (Proprietary) Limited 5000 100 100 9524 9524 1361 1140
Stable-Net (Proprietary) Limited 120 85 85 200 - 4 587 675
MICROmega Technologies (Proprietary) Limited 100 85 85 - - 3525 44
Kolbenco (Proprietary) Limited 1100 100 - 5191 - (1802) -
Ocneblok Properties (Proprietary) Limited 200 50 - 3674 - - -
Sciam Professional Solutions (Proprietary) Limited 100 50 - - - - -
SaleScience (Proprietary) Limited 100 70 - - 152 -

126 760 118 600 82 351 77212

With the exception of Swazi Occupational Safety & Health (Proprietary) Limited, which is domiciled in Swaziland, all of the above entities
are domiciled in the Republic of South Africa.

All the above entities have the same year end as MICROmega Holdings Limited.
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Balance Sheets
as at 31 December 2008

Group Company
2008 2007 2008 2007
Notes R’000 R’000 R’000 R’000

ASSETS

Non-current assets 144 654 104 685 136 922 135 075
Property, plant and equipment 5 55181 25 197 1097 814
Intangible assets 6 64 468 59 762 1000 1 000
Investment in subsidiaries 7 - - 126 760 118 600
Investment in associates 8 5527 809 - -
Other investments 9 6 737 7 290 6473 6 847
Loans receivable 10 349 3720 - 3281
Deferred tax assets 11 12 392 7907 1592 4533
Current assets 295 347 173 940 123 730 105 909
Inventories 13 91 059 39278 12 31
Retirement benefits 14 17 971 - - -
Derivatives 17 - 186 - -
Trade and other receivables 15 124 564 81 668 617 526
Amounts owing by subsidiary companies 16 - - 121 372 98 342
Current portion of loans receivable 10 689 168 - -
Cash and cash equivalents 18 30 365 52 640 1729 7 010
Non-current assets held for sale 12 30699 - - -
Total assets 440 001 278 625 260 652 240 984
EQUITY

Share capital and share premium 19 191 649 194 120 192 741 188 836
Non-distributable reserves 20 5664 4945 1251 625
Retained earnings/(accumulated loss) 50 597 (9 644) 20041 13773
Total equity attributable to equity holders of the company 247 910 189 421 214 033 203234
Minority interest 12 338 4262 - -
Total equity 260 248 193 683 214 033 203 234
LIABILITIES

Non-current liabilities 16 280 7 136 62 1744
Borrowings 21 8 789 4812 62 744
Deferred vendor payment 22 - 1000 - 1 000
Deferred tax liabilities 11 7491 1324 - -
Current liabilities 163 473 77 806 46 557 36 006
Bank overdraft 18 13 025 1345 - -
Current portion of borrowings 21 19 193 1677 28 25
Trade and other payables 23 117 773 57 886 4710 4271
Derivatives 17 282 - - -
Amounts owing to subsidiary companies 24 - - 39 021 21 130
Current portion of deferred vendor payments 22 4 598 10 580 2798 10 580
Provisions 25 64 450 - -
Taxation 8 538 5 868 - -
Total equity and liabilities 440 001 278 625 260 652 240 984
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Income Statements
for the year ended 31 December 2008

Group Company
2008 2007 2008 2007
Notes R’000 R’000 R’000 R’000
Revenue 26 843 772 483 174 20 008 14 677
Revenue from continuing operations 703 045 483 174 20 008 14 677
Revenue from discontinued operations 35 140 727 - - -
Cost of sales (573 043) (312 073) - -
Gross profit 270729 171 101 20 008 14 677
Gross profit from continuing operations 213 985 171 101 20 008 14 677
Gross profit from discontinued operations 35 56 744 - - -
Other income 27 31011 5814 148 2993
Distribution expenses (7 213) (4 906) (74) (58)
Administrative expenses 30 (223 805) (117 454) (11 927) (7 721)
Research and development income/(expenses) 395 (201) - -
Other expenses 28 - - - (8 294)
Results from operations 71117 54 354 8 155 1597
Results from continuing operations 62 848 54 354 8 155 1597
Results from discontinued operations 35 8 269 - - -
Finance income 33 10 847 3879 1751 938
Finance expenses 33 (6 567) (2081) (697) (3241)
Net finance income/(expense) 4 280 1798 1054 (2303)
Share of profit/(loss) of equity accounted associates 99 (162) - -
Profit/(loss) before income taxation 75 496 55 990 9209 (706)
Profit/(loss) before taxation from continuing operations 71775 55 990 9 209 (706)
Profit/(loss) before taxation from discontinued operations 35 3721 - - -
Income tax expense 34 (13 570) (14 400) (2941) (1965)
Profit for the year 61926 41 590 6 268 (2671)
Profit from continuing operations 57 519 41 590 6 268 (2 671),
Profit from discontinued operations 35 4 407 - - -
Attributable to:
Equity holders of the company 60 241 40 401 6 268 (2671)
Minority interest 1685 1189 - -
Profit for the year 61 926 41 590 6 268 (2671)
Earnings per share
Basic earnings/(loss) per share (cents) 36 61,82 41,45 6,43 (2,74)
Diluted earnings/(loss) per share (cents) 36 61,35 40,96 6,38 (2,71)
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Statements of Changes in Equity

for the year ended 31 December 2008

Foreign Deal Share- Retained
Revalua- currency differen- based earnings /
Share Share tion translation ces payments (Accumu- Minority Total
capital premium reserve reserve reserve reserve lated loss) Total interest equity
R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000
GROUP
Balance at 01 January 2007 963 187168 1793 - - 806 (49 045) 141685 3073 144758
Foreign currency translation differences - - - 2 - - - 2 - 2
Revaluation of property,
plant and equipment - - 866 - - - - 866 - 866
Deferred tax effect on revaluation
of property, plant and equipment - - (169) - - - - (169) - (169)
Creation of non-distributable reserves -
deal differences - - - - 1 000 - (1 000) - - -
Issue of share capital 12 3391 - - - - - 3403 - 3403
Share issue costs - (9) - - - - - 9) - 9)
Treasury shares sold 7 2543 - - - - - 2 550 - 2 550
Share-based payments - 45 - - - 647 - 692 - 692
Recognised directly in equity 19 5970 697 2 1000 647 (1 000) 7335 - 7335
Profit for the year - - - - - - 40 401 40 401 1189 41 590
Balance at 31 December 2007 982 193138 2490 2 1000 1453 (9644) 189421 4262 193683
Balance at 01 January 2008 982 193138 2490 2 1000 1453 (9644) 189421 4262 193683
Foreign currency translation differences - - - (23) - - - (23) - (23)
Deferred tax effect on revaluation of
property, plant and equipment - - (102) - - - - (102) - (102)
Business combinations - - - - - - - - 6391 6391
Issue of share capital 16 3543 - - - - - 3559 - 3559
Share issue costs - (12) - - - - - (12) - (12)
Treasury shares purchased (27) (6 086) - - - - - (6 113) - (6 113)
Share-based payments - 95 - - - 844 - 939 - 939
Recognised directly in equity (11) (2 460) (102) (23) - 844 - (1752) 6391 4 639
Profit for the year - - - - - - 60 241 60 241 1685 61926
Balance at 31 December 2008 971 190678 2388 (21) 1000 2297 50 597 247910 12338 260 248
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Statements of Changes in Equity (continued)
for the year ended 31 December 2008

Share-based

Share Share payments Retained

capital premium reserve earnings Total

R’000 R’000 R’000 R’000 R’000
COMPANY
Balance at 01 January 2007 980 184 462 - 16 444 201 886
Issue of share capital 12 3391 - - 3403
Share issue costs - 9) - - 9)
Share-based payments - - 625 - 625
Recognised directly in equity 12 3382 625 - 4019
Loss for the year - - - (2671) (2671)
Bal at 31 D ber 2007 992 187 844 625 13 773 203 234
Balance at 01 January 2008 992 187 844 625 13 773 203 234
Issue of share capital 16 3806 - - 3822
Share issue costs - (12) - - (12)
Share-based payments - 95 626 - 721
Recognised directly in equity 16 3889 626 - 4531
Profit for the year - - - 6 268 6 268
Bal at 31 D ber 2008 1008 191 733 1251 20 041 214 033
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Cash Flow Statements
for the year ended 31 December 2008

Group Company
2008 2007 2008 2007
Notes R’000 R’000 R’000 R’000
Cash flows for operating activities
Cash generated by operating activities 42.1 56 596 38948 9481 8 496
Finance income 10 847 3587 1751 938
Finance costs (6 567) (1 876) (697) (3241)
Taxation paid 42.2 (13 644) (13 396) - -
Net cash inflows from operating activities 47 232 27 263 10 535 6193
Cash outflow from investing activities
Expenditure to maintain operating capacity
Property, plant and equipment acquired (19 855) (8 547) (715) (654)
Intangible assets acquired (1 195) (108) - -
Proceeds of disposals of property, plant and equipment 1149 718 194 15
Proceeds on disposal of shares - 753 - -
Expenditure for expansion
Acquisition of subsidiaries 42.3 (18 142) (24 587) (8 160) (19 426)
Disposal of subsidiaries 42.4 - 2993 - 2993
Investments sold/(acquired) - (1731) 374 (1252)
Loans receivable granted (5 050) (3787) - (3281)
Loans receivable repaid 553 557 3281 497
Net cash used in investing activities (42 540) (33739) (5 026) (21 108)
Cash flows from financing activities
Treasury shares (repurchased)/sold (6 113) 2 550 - -
Borrowings (repaid)/raised (29 099) (2 265) (679) 769
Deferred vendor payments raised 2800 11 227 1000 10 690
Deferred vendor payments repaid (6 235) (9402) (5972) (7 316)
Subsidiary company loans raised - - 17 891 10 275
Subsidiary company loans (granted)/repaid - - (23 030) 5 856
Net cash (used)/generated in financing activities (38 647) 2 110 (10 790) 20 274
(Decrease)/increase in cash and cash equivalents (33 955) (4 366) (5281) 5 359
Cash and cash equivalents at the beginning of the year 51 295 55 661 7 010 1651
Cash and cash equivalents at the end of the year 18 17 340 51 295 1729 7 010
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Notes to the Financial Statements
for the year ended 31 December 2008

1. Reporting entity

MICROmega Holdings Limited is a company domiciled in the Republic of South Africa. The address of the company’s registered office is
Block C, Chislehurston Office Park, Chislehurston, Sandton. The consolidated financial statements of the Group as at and for the year
ended 31 December 2008, comprise the company and its subsidiaries (together referred to as the “Group” and individually as “Group
entities”) and the Group’s interest in associates. The Group’s activities range across a broad spectrum of sectors (see the segment report
and the report of the directors).

2. Basis of preparation

(a)

(b)

(c)

(d)

(e)

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs)
and its interpretations adopted by the International Accounting Standards Board (IASB) and the Companies Act of South Africa.

The Group early adopted the revisions to IFRS 3 and the amendments to IAS 27 during the current financial year.
The financial statements were approved by the Board of Directors on 30 March 2009.

Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except for the following:

. Derivative financial instruments are measured at fair value; and
. Financial instruments at fair value through profit or loss are measured at fair value.

The methods used to measure fair value are discussed further in note 4.
Functional and presentation currency

These consolidated financial statements are presented in Rand, which is the company’s functional currency. All financial information
presented in Rand has been rounded to the nearest thousand unless otherwise indicated.

Use of estimates and judgements
The preparation of financial statements, in conformity with IFRSs, requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.

Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates are recognised in the
period in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying accounting policies
that have the most significant effect on the amount recognised in the financial statements is included in the following notes:

. Note 6 - measurement of the recoverable amounts of cash-generating units
. Notes 9, 15, 16, 21 & 37 - valuation of financial instruments

. Note 11 - utilisation of tax losses

. Note 21 - lease classification

. Note 25 - provisions and contingencies

. Note 37 - measurement of shared-based payments

d Note 39 - business combinations

Comparative information

Certain comparative information has been reclassified to conform with the current year’s presentation. Loans to/(from) subsidiary
companies which were previously disclosed as non-current assets or non-current liabilities have now been disclosed as current
assets or liabilities.
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Notes to the Financial Statements (continued)
for the year ended 31 December 2008

3. Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these consolidated financial statements,
and have been applied consistently by Group entities.

(a) Basis of consolidation

(M

(i)

(iii)

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that
currently are exercisable are taken into account. The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date the control ceases. Investments in subsidiaries are
carried at cost less impairment adjustments in the company’s separate financial statements.

The accounting policies of subsidiaries have been changed when necessary to align them with the policies adopted by the
Group.

Associates

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating
policies. Significant influence is presumed to exist when the Group holds between 20 and 50 percent of the voting power of
another entity. Associates are accounted for using the equity method and are initially recognised at cost. The consolidated
financial statements include the Group’s share of the income and expenses and equity movements of the associate, after
adjustments to align the accounting policies with those of the Group, from the date that significant influence commences
until the date that the significant influence ceases. When the Group’s share of losses exceeds its interest in an equity
accounted associate, the carrying amount of that interest (including any long-term investments) is reduced to nil and the
recognition of further losses is discontinued except to the extent that the Group has an obligation or has made payments on
behalf of the associate.

Investments in associates are carried at cost less impairment adjustments in the company’s financial statements.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements. Unrealised gains arising from transactions with equity
accounted associates are eliminated against the investment to the extent of the Group’s interest in the associate. Unrealised
losses are eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.

(b) Foreign currency

U}

(i)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at exchange
rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated to the functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary items is the difference between amortised cost in the functional currency at the beginning of the period, adjusted
for effective interest and payment during the period, and the amortised cost in foreign currency at the exchange rate at the
end of the period. Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated to the functional currency at the exchange rate at the date that the fair value was determined. Foreign currency
differences arising on retranslation are recognised in the profit or loss.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition, are
translated to Rand at exchange rates at the reporting date. The income and expenses of foreign operations are translated to
Rand at exchange rates at the dates of the transaction.

Foreign currency differences are recognised directly in equity, in the foreign currency translation reserve. Foreign exchange
gains and losses arising from a monetary item receivable from or payable to a foreign operation, the settlement of which is
neither planned nor likely in the foreseeable future, are considered to form part of a net investment in a foreign operation
and are recognised directly in equity in the FCTR. When a foreign operation is disposed of, in part or in full, the relevant
amount in the foreign currency translation reserve is transferred to profit or loss.
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Notes to the Financial Statements (continued)
for the year ended 31 December 2008

(c)

Financial instruments

U}

(i)

(iif)

Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables, cash
and cash equivalents, loans and borrowings, loans receivable, and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value through profit
and loss, any directly attributable transaction costs. Subsequent to initial recognition non-derivative financial instruments
are measured as described below.

Afinancial instrument is recognised when the Group becomes party to the contractual provisions of the instrument. Financial
assets are derecognised if the Group’s contractual rights to the cash flows from the financial asset expire or if the Group
transfers the financial asset to another party without retaining control or substantially all risks and reward of the asset.
Regular way purchases and sales of financial assets are accounted for at trade date, i.e., the date that the Group commits
itself to purchase or sell the asset. Financial liabilities are derecognised if the Group’s obligations specified in the contract
expire or are discharged or cancelled.

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand, and
form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.

Accounting for finance income and expense is discussed in note 3(0).

Held-to-maturity-investments

If the Group has the positive intent and ability to hold debt securities to maturity, then they are classified as held-to-maturity.
Held-to-maturity investments are measured at amortised cost using the effective interest method, less any impairment
losses.

Available-for-sale financial assets

The Group’s investments in equity securities and certain debt securities are classified as available-for-sale financial assets.
Subsequent to initial recognition, they are measured at fair value and changes therein, other than impairment losses,
and foreign exchange gains and losses on available-for-sale monetary items, are recognised directly in equity. When an
investment is derecognised, the cumulative gain or loss in equity is transferred to profit or loss.

Financial assets at fair value through profit or loss

An instrument is classified as at fair value through profit or loss if it is held for trading or is designated as such upon
initial recognition. Financial instruments are designated at fair value through profit or loss if the Group manages such
investments and makes purchase and sale decisions based on their fair value in accordance with the Group’s documented
risk management and investment strategy. Upon initial recognition attributable transaction costs are recognised in profit or
loss when incurred. Financial instruments at fair value through profit or loss are measured at fair value, and changes therein
are recognised in profit or loss.

Other
Other non-derivative financial instruments are measured at amortised cost using the effective interest method, less any
impairment losses.

Derivative financial instruments
The Group holds derivative financial instruments to hedge its foreign currency risk exposures.

Derivatives are recognised initially at fair value and attributable transaction costs are recognised in profit or loss when
incurred. Subsequent to initial recognition, derivatives are measured at fair value. Forward exchange contracts are used to
hedge its foreign currency risk. Fair value gains and losses are recognised directly in profit or loss.

Share capital
Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share
options are recognised as a deduction from equity.
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Notes to the Financial Statements (continued)
for the year ended 31 December 2008

(d)

(e)

Repurchase of share capital

When share capital recognised as equity is repurchased, the amount of the consideration paid, including directly attributable
costs, is recognised as a deduction from equity. Repurchased shares are classified as treasury shares and are presented as
a deduction from total equity. When treasury shares are sold or re-issued subsequently, the amount received is recognised
as an increase in equity.

Property, plant and equipment

@M

(i)

(iif)

(iv)

Recognition and measurement

Items of property, plant and equipment, with the exception of land and buildings, are measured at cost less accumulated
depreciation and impairment losses. Land and buildings are revalued annually by independent valuers. Additions are
financed under instalment sales agreements and therefore borrowing costs are not capitalised.

Cost includes expenditure that is directly attributable to the acquisition of the items of property, plant and equipment. The
cost of self-constructed items of property, plant and equipment includes the cost of materials and direct labour, any other
costs directly attributable to bringing the items of property, plant and equipment to a working condition for its intended use,
and the costs of dismantling and removing the items and restoring the site on which they are located. Purchased software
that is integrated to the functionality of the equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items
(major components) of property, plant and equipment.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it
is probable that the future economic benefits embodied within the part will flow to the Group and its cost can be measured
reliably. The carrying value of the replaced part is derecognised. The costs of the day-to-day servicing of property, plant and
equipment are recognised in profit or loss as incurred.

Depreciation

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an item of
property, plant and equipment. Leased assets are depreciated over the shorter of the lease term and their useful lives. Land
is not depreciated.

The estimated useful lives for the current and comparative periods are as follows:

o Plant and equipment 5 - 15 years

o Motor vehicles 4 - 5 years

o Furniture and fittings 5 - 10 years

o Office equipment 5 - 10 years

o Computer equipment 2 - byears

o Computer software 2 - 3years

o Leasehold improvements Over the period of the lease

Depreciation methods, useful lives and residual values are reviewed at each reporting date.

Derecognition

The gain or loss arising from the disposal 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 disposal of an item of property, plant and equipment is determined as
the difference between the net disposal proceeds, if any, and the carry amount of the item of property, plant and equipment
and are recognised net within “other income” in profit or loss. When revalued assets are sold, the amounts included in the
revaluation surplus reserve are transferred to retained earnings.

Intangible assets

@M

Goodwill
Goodwill (negative goodwill) arises on the acquisition of subsidiaries, associates and joint ventures.

For acquisitions on or after 1 January 2003, goodwill represents the excess of the cost of the acquisition over the Group’s
interest in the net fair value of the identifiable assets, liabilities and contingent liabilities of the acquiree. When the excess
is negative (negative goodwill), it is recognised immediately in profit or loss.
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(iii)

(iv)

v)

Acquisition of minority interests
Goodwill arising on the acquisition of a minority interest in a subsidiary represents the excess of the cost of the additional
investment over the carrying amount of the net assets acquired at the date of exchange.

Subsequent measurement

Goodwill is not amortised but is tested for impairment annually, or more frequently if events or changes in circumstances
indicate that carrying value may be impaired. Goodwill is measured at cost less accumulated impairment losses. In respect
of associates, the carrying amount of goodwill is included in the carrying amount of the investment.

Research and development
Expenditure on research activities, undertaken with the prospect of gaining new technical knowledge and understanding, is
recognised in profit or loss when incurred.

Development activities involve a plan or design for the production of new or substantially improved products and processes.
Development expenditure is capitalised only if development costs can be measured reliably, the product or process is
technically and commercially feasible, future economic benefits are probable, and the Group intends to, and has sufficient
resources to complete development and to use or sell the asset. The expenditure capitalised includes the cost of materials,
direct labour and overhead costs that are directly attributable to preparing the asset for its intended use. Other development
expenditure is recognised in profit or loss as incurred.

Capitalised development expenditure is measured at cost less accumulated amortisation and accumulated impairment
losses.

Other intangible assets
Other intangible assets that are acquired by the Group, which have finite useful lives, are measured at cost less accumulated
amortisation and accumulated impairment losses.

Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific asset
to which it relates. All other expenditure, including expenditure on internally generated goodwill and brands, is recognised in
profit or loss as incurred.

Amortisation

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of intangible assets, other
than goodwill, from the date that they are available for use. The estimated useful lives for the current and comparative
periods are as follows:

. Brand names Indefinite

o Computer software 3-5years

o Customer relationships 2 -4 years

o Patents, trademarks and other rights 10 years to indefinite
. Intellectual property Indefinite

Amortisation methods, useful lives and residual values are reviewed at the reporting date.

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 but they are tested for impairment annually, or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired, and it is subsequently carried at cost less accumulated impairment
losses.

Leased assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases.
Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair value and the present value of the
minimum lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy
applicable to that asset.

Other leases are operating leases and the leased assets are not recognised on the Group’s balance sheet.
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Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the weighted average cost
principle, and includes expenditure incurred in acquiring the inventories and bringing them to their existing location and condition.
In the case of manufactured inventories and work in progress, cost includes an appropriate share of production overheads based on
normal operating capacity. Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

Where necessary, provision is made for obsolete, slow-moving and defective inventories.

Impairment

U}

(i)

Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired.
A financial asset is considered to be impaired if objective evidence indicated that one or more events had a negative effect
on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount, and the present value of the estimated future cash flows discounted at the original effective interest
rate. An impairment loss in respect of an available-for-sale financial asset is calculated by reference to its current fair
value.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognised in profit or loss. Any cumulative loss in respect of an available-for-sale financial asset
recognised previously in equity is transferred to profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss was
recognised. For financial assets measured at amortised cost and available-for-sale financial assets that are debt securities,
the reversal is recognised in the profit or loss. For available-for-sale financial assets that are equity securities, the reversal
is recognised directly in equity.

Non-financial assets

The carrying amount of the Group’s non-financial assets, other than inventories and deferred tax assets, are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication exists then the asset’s
recoverable amount is estimated. For goodwill and intangible assets that have indefinite lives or that are not yet available for
use, the recoverable amount is estimated at each reporting date.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable
amount. A cash-generating unitis the smallest identifiable asset group that generates cash flows that largely are independent
from other assets and groups.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of cash-generating units are
allocated first to reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying amount
of the other assets in the group on a pro rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less cost to sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset.

For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash
inflows from continuing use that are largely independent of cash inflows of other assets (“cash-generating unit”). The goodwill
acquired in a business combination, for the purpose of impairment testing, is allocated to cash-generating units that are
expected to benefit from the synergies of the combination.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in
prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists.
An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
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An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Non-current assets held for sale

Non-current assets (or disposal groups comprising assets and liabilities) that are expected to be recovered primarily through sale
rather than through continuing use, are classified as held for sale. Immediately before classification as held for sale, the assets
(or components of a disposal group) are remeasured in accordance with the Group’s accounting policies. Thereafter the assets
(or disposal group) are measured at the lower of their carrying amount and fair value less cost to sell. Any impairment loss on a
disposal group is first allocated to goodwill, and then to remaining assets and liabilities on a pro rata basis, except that no loss is
allocated to inventories, financial assets or deferred tax assets, which continue to be measured in accordance with the Group’s
accounting policies. Impairment losses on initial classification as held for sale and subsequent gains or losses on remeasurement
are recognised in profit or loss. Gains are not recognised in excess of any cumulative impairment loss.

Employee benefits

(0] Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate
entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined
contribution plans are recognised as an employee expense in profit or loss when they are due.

(i) Defined benefit plans

A defined benefit plan is a post-employment plan other than a defined contribution plan. The Group’s net obligation in
respect of defined benefit plans is calculated separately for each plan by estimating the amount of future benefits that
employees have earned in return for their service in the current and prior periods; those benefits are discounted to determine
the present value. Any unrecognised past service costs and the fair value of any plan assets are deducted. The calculation
is performed annually by a qualified actuary using the projected unit credit method. When the calculation results in a benefit
to the Group, the recognised asset is limited to the net total of any unrecognised past service costs and the present value of
any future refunds from the plan or reductions in future contributions to the plan.

When the benefits of a plan are improved, the portion of the increased benefit relating to past service by employees is
recognised in profit or loss on a straight-line basis over the average period until the benefits become vested. To the extent
that the benefits vest immediately, the expense is recognised immediately in profit or loss.

(iii) Termination benefits
Termination benefits are recognised as an expense when the Group is demonstrably committed, without realistic possibility
of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date or to provide
termination benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits for voluntary
redundancies are recognised as an expense if the Group has made an offer of voluntary redundancy, it is probable that the
offer will be accepted, and the number of acceptances can be estimated reliably.

(iv)  Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service
is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonuses or profit-sharing plans if the Group
has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee and
the obligation can be estimated reliably.

(v) Share-based payment transactions
The grant date fair value of options granted to employees is recognised as an employee expense, with a corresponding
increase in equity, over the period in which the employees become unconditionally entitled to the options. The amount
recognised as an expense is adjusted to reflect the actual number of share options, for which the related service and non-
market conditions are met.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be
estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are
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(n)

(o)

(p)

determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the liability.

Revenue

(i) Goods sold
Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of returns,
trade discounts and volume rebates. Revenue is recognised when the significant risks and rewards of ownership have been
transferred to the buyer, recovery of the consideration is probable, the associated costs and possible return of goods can
be estimated reliably, and there is no continuing management involvement with the goods, and the amount of revenue can
be measured reliably.

(ii)  Services
Revenue from services rendered is recognised in profit or loss in proportion to the stage of completion of the transaction at
the reporting date. The stage of completion is assessed by reference to surveys of work performed.

Government grants

Grants that compensate the Group for expenses incurred are recognised in profit or loss on a systematic basis in the same periods
in which the expenses are recognised. Grants that compensate the Group for the cost of an asset are recognised in profit or loss
on a systematic basis over the useful life of the asset.

Lease payments

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of the lease. Lease
incentives received are recognised as an integral part of the total lease expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of the
outstanding liability. The finance expense is allocated to each period during the lease term so as to produce a constant periodic rate
of interest on the remaining balance of the liability. Contingent lease payments are accounted for by revising the minimum lease
payments over the remaining term of the lease when the lease adjustment is confirmed.

Finance income and expenses

Finance income comprises interest income on funds invested, dividend income, gains on the disposal of available-for-sale financial
assets, changes in the fair value of financial assets at fair value through profit or loss, foreign currency gains on forward exchange
contracts recognised in profit or loss. Interest income is recognised as it accrues in profit or loss, using the effective interest
method. Dividend income is recognised in profit or loss on the date that the Group’s right to receive payment is established, which
in the case of quoted securities is the ex-dividend date.

Finance expenses comprise interest expense on borrowings, unwinding of discount on provisions, changes in fair value of financial
assets at fair value through profit or loss, impairment losses recognised on financial assets and losses on forward exchange contracts
that are recognised in profit or loss. All borrowing costs are recognised in profit or loss using the effective interest method.

Income tax expenses

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss, except to the extent that
it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the
reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for
the following temporary differences: the initial recognition of goodwill, the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable profit, and differences relating to investments
in subsidiaries to the extent that they probably will not reverse in the foreseeable future. Deferred tax is measured at the tax rate
expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date.
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Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they
relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend to
settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which temporary
differences can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the
relevant dividend is recognised.

Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the
profit or loss attributable to ordinary shareholders of the company by the weighted average number of ordinary shares outstanding
during the period. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which comprises share
options granted to employees.

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing related products or services (business
segment), or in providing products or services within a particular economic environment (geographical segment), which is subject
to risks and returns that are different from those of the other segments. The Group’s primary format for segment reporting is based
on business segments. The business segments are determined based on the industry that the operations are linked to.

No secondary geographical segment analysis has been included as geographical location does not play a significant role in the
Group’s operations and thus this information will not be beneficial.

Segment revenue
Segment revenue represents the gross value of services invoiced and goods sold excluding value added taxation, which is directly
attributable and reasonably allocated to each business segment.

Investment income is included in the segment where the business activity holding the investment is situated.

Segment results
Segment results equal segment revenue less segment expenses before any adjustment to minority interests.

Segment assets and liabilities

Segment assets and liabilities include direct and reasonable allocable operating assets, investments in associates and liabilities.
Segment assets comprise total assets less deferred tax assets, investments in associates, tax receivable assets and loans
receivable from Group companies. Segment liabilities comprise total liabilities less deferred tax liabilities, tax payable liabilities and
loans payable to Group companies.

New standards and interpretations not yet adopted

At the date of authorisation of the financial statements of the Group for the year ended 31 December 2008, the following Standards
and Interpretations were in issue but not yet effective:
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Standard/Interpretation Effective date
IAS 1 Presentation of Financial Statements Annual period commencing 1 January 2009*
IAS 23 Borrowing Costs Annual period commencing 1 January 2009*
IAS 32 & IAS 1 IAS 32 Financial Instruments: Presentation and IAS 1 Annual period commencing 1 January 2009*
amendment Presentation of Financial Statements: Puttable Financial
Instruments and Obligations Arising on Liquidation
IAS 39 amendment Eligible hedged items Annual period commencing 1 July 2009*
IFRS 1 (IAS 27 Cost of an Investment in a Subsidiary, Jointly Controlled Annual period commencing 1 July 2009*
amendment) Entity or Associate
IFRS 2 amendment IFRS 2 Share-based Payment: Vesting Conditions and Annual period commencing 1 January 2009*
Cancellations
IFRS 5 Non-Current Assets Held for Sale and Discontinued Annual period commencing 1 July 2009*
Operations
IFRS 8 Operating Segments Annual period commencing 1 January 2009*
IFRIC 12 Service Concession Arrangements Annual period commencing 1 January 2008*
IFRIC 13 Customer Loyalty Programmes Annual period commencing on or after 1 July 2008
IFRIC 15 Agreements for the construction of real estate Annual period commencing 1 January 2009*
IFRIC 16 Hedges of a net investment in a foreign operation Annual period commencing 1 October 2008
IFRIC 17 Distribution of non-cash assets to owners Annual period commencing 1 July 2009*
IFRIC 18 Transfer of assets from customers Annual period commencing 1 July 2009*
* All Standards and Interpretations will be adopted at their effective date (except for those Standards and Interpretations that are not
applicable to the Group).

IFRIC 12, IFRIC 13, IFRIC 15, IFRIC 16, IFRIC 17 and IFRIC 18 are not applicable to the business of the Group and will therefore have no impact
on future financial statements. The directors are of the opinion that the impact of the application of the remaining Standards and Interpretations
will be as follows:

IAS 1
The Group will present all non-owner changes in equity in a single statement of comprehensive income (which will include the current income
statement) and owner changes in equity in the statement of changes in equity.

Reclassification adjustments and income tax relating to each component of other comprehensive income will be disclosed on the face of the
statement of comprehensive income. Currently these components are available-for-sale fair value gains or losses reserve and the foreign currency
translation reserve.

IAS 23
The revised IAS 23 will become mandatory for the Group’s 2009 consolidated annual financial statements and will constitute a change in
accounting policy for the Group.

The Group will capitalise borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets that
commence on or after 1 January 2009. Currently these borrowing costs are expensed. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or sale.

IAS 32 and IAS 1 amendments

The amendment to IAS 32 and IAS 1 will be adopted by the Group for the first time for its financial reporting period ending 31 December 2009.
The Group will reclassify a financial liability as equity from the date when the instrument has all of the features and meets the conditions set out
in IAS 32. An equity instrument shall be measured at the carrying value of the financial liability at the date of reclassification.

IFRS 1
IFRS 1 relates to the first time adoption of IFRS. As the Group is entirely IFRS compliant, the only potential effects will be on future additions.
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IFRS 2 amendment

The amendments to the standard require that vesting and non-vesting conditions are taken into account in accounting for share-based payments.
Non-vesting conditions are taken into account in measuring the grant date fair value and there is no “true-up” for differences between expected
and actual outcomes.

The Group’s current share-based payments are all linked to a period of service as a vesting condition and thus there will be no effect on the
consolidated annual financial statement as a result of the amendment to IFRS 2.

IFRS 5 amendments
IFRS 5 will be adopted by the Group for the first time for its financial reporting period ending 31 December 2009.

In terms of this IFRS, the results of a discontinued operation are to be shown separately on the statement of comprehensive income, as
introduced by the changes to IAS 1. Further the requirements over the timing of recognising assets held for sale and discontinued operations
have changed.

IFRS 8
IFRS 8 will be adopted by the Group for the first time for its financial reporting period ending 31 December 2009.

In terms of this IFRS, presentation and disclosure of segment information will be based on the internal reports regularly reviewed by the Group’s
Chief Operating Decision maker in order to assess each segment’s performance and to allocate reserves to them. Such information may be
different from what is used to prepare the income statement and balance sheet.

The operating segments of the Group are the same as the current business segments based on IAS 14.

The accounting policies of these operating segments are the same as those described in the summary of significant accounting policies.

4, Determination of fair values

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both financial and non-financial
assets and liabilities. Fair values have been determined for measurement and / or disclosure purposes based on the following methods.
Where applicable, further information about the assumptions made in determining fair values is disclosed in the notes specific to that
asset or liability.

(i) Property, plant and equipment
The fair value of property, plant and equipment recognised as a result of a business combination is based on market values.
The market value of property is the estimated amount for which a property could be exchanged on the date of valuation between
a willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion. The market value of items of plant, equipment, fixtures and fittings is based on
the quoted market prices for similar items.

(i) Intangible assets
The fair value of brand names acquired in a business combination is based on the discounted estimated royalty payments that have
been avoided as a result of the brand name being owned. The fair value of other intangible assets is based on the discounted cash
flows expected to be derived from the use of and eventually sale of the assets.

(iii)  Inventory
The fair value of inventory acquired in a business combination is determined on its estimated selling price in the ordinary course of
business less the estimated costs of completion and sale, and a reasonable profit margin based on the effort required to complete
and sell the inventory.

(iv)  Investments in equity and debt securities
The fair value of financial assets at fair value through profit or loss, held-to-maturity investments and available-for-sale financial
assets is determined by reference to their quoted closing bid prices at the reporting date.

v) Trade and other receivables
The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the market rate
of interest at the reporting date.
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(vi)  Derivatives
The fair value of forward exchange contracts is based on the market related forward rate as quoted by the banks for an instrument
issued on the reporting date with a similar expiry date.

(vil) Share-based payment transactions
The fair value of employee share options is measured using the Black-Scholes formula. Measurement inputs include share price on
measurement date, exercise price of the instrument, expected volatility (based on weighted average historic volatility adjusted for
changes expected due to publicly available information), weighted average expected life of the instrument (based on the rules of the
share incentive scheme), expected dividends, and the risk-free interest rate (based on government bonds). Service and non-market
performance conditions attached to the transactions are not taken into account in determining fair value.

5. Property plant and equipment

2008 2007
Accumulated Accumulated
depreciation depreciation
Cost / and impairment Carrying Cost / and impairment  Carrying
Valuation losses value Valuation losses value
R’000 R’000 R’000 R’000 R’000 R’000
GROUP
Land and buildings 27 990 - 27 990 6 250 - 6 250
Plant and equipment 14 514 5107 9 407 8119 3440 4679
Motor vehicles 10 353 4146 6 207 9591 3392 6 199
Furniture and fittings 4647 1943 2704 4188 1871 2 317
Office equipment 2332 1282 1050 2617 1442 1175
Computer equipment 14 638 8 604 6 034 12 254 8422 3832
Computer software 1235 520 715 593 340 253
Leasehold improvements 1816 742 1074 1147 655 492
77 525 22 344 55181 44 759 19 562 25 197

Included in the figures above are the following in terms of assets leased under finance leases.

2008 2007
Accumulated Accumulated
depreciation depreciation
and impairment Carrying and impairment  Carrying
Cost losses value Cost losses value
R’000 R’000 R’000 R’000 R’000 R’000
GROUP
Leased assets
Office equipment under finance leases 124 50 74 124 27 97
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5. Property plant and equipment (continued)

The carrying value of property, plant and equipment can be reconciled as follows:

Carrying Additions Transfers to Carrying
value at the through non-current value
beginning of business assets held Impairment atend

the year Additions combinations Disposals for sale reversal Depreciation of year

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

GROUP
2008
Land and buildings 6 250 40 21700 - - - - 27 990
Plant and equipment 4679 9725 31918 (41) (30 325) 123 (6672) 9 407
Motor vehicles 6 199 1866 341 (504) - - (1695) 6 207
Furniture and fittings 2317 929 15 (73) (6) - (478) 2704
Office equipment 1175 479 355 (286) (230) - (443) 1050
Computer equipment 3832 5194 23 (102) (9) - (2904) 6 034
Computer software 253 765 4 (3) (129) - (175) 715
Leasehold improvements 492 857 - - - - (275) 1074

25 197 19 855 54 356 (1 009) (30 699) 123 (12 642) 55 181

Carrying Additions Carrying
value at the through value
beginning of business at end

the year Additions binations Disposal Transfers Revaluation Depreciation of year

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

2007
Land and buildings 5380 4 - - - 866 - 6 250
Plant and equipment 4463 1113 117 (49) 108 - (1073) 4679
Motor vehicles 4687 2 166 867 (124) - - (1397) 6 199
Furniture and fittings 1459 1278 144 (38) - - (526) 2317
Office equipment 647 849 141 (101) (29) - (332) 1175
Computer equipment 3062 2610 152 (246) (18) - (1728) 3832
Computer software 207 131 - - 18 - (103) 253
Leasehold improvements 347 396 1 - (79) - (173) 492

20 252 8 547 1422 (558) - 866 (5332) 25 197

Certain property, plant and equipment is encumbered as stated in note 21 - Borrowings.

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 Group.
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Property plant and equipment (continued)

2008 2007
Accumulated Accumulated
depreciation depreciation
and impairment Carrying and impairment  Carrying
Cost losses value Cost losses value
R’000 R’000 R’000 R’000 R’000 R’000
COMPANY
Motor vehicles 266 66 200 269 27 242
Furniture and fittings 701 536 165 583 444 139
Office equipment 433 175 258 354 256 98
Computer equipment 997 808 189 864 719 145
Leasehold improvements 824 539 285 650 460 190
3221 2124 1097 2720 1906 814

The carrying amount of property, plant and equipment can be reconciled as follows:

Carrying Additions Carrying
value at the through value
beginning of business at end

the year Additions binations Disposal Transfers Revaluation Depreciation of year

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

COMPANY
2008
Motor vehicles 242 50 - (40) - - (52) 200
Furniture and fittings 139 118 - - - - (92) 165
Office equipment 98 228 - - - - (68) 258
Computer equipment 145 146 - (10) - - (92) 189
Leasehold improvements 190 173 - - - - (78) 285

814 715 - (50) - - (382) 1097

Carrying Additions Carrying
value at the through value
beginning of business at end

the year Additions combinations Disposal Transfers Revaluation Depreciation of year

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

2007
Motor vehicles 72 217 - (15) - - (32) 242
Furniture and fittings 113 118 - - - - (92) 139
Office equipment 99 34 - - - - (35) 98
Computer equipment 146 105 - - - - (106) 145
Leasehold improvements 67 180 - - - - (57) 190

497 654 - (15) - - (322) 814

Certain property, plant and equipment is encumbered as stated in note 21 - Borrowings.

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.

MICROmega HOLDINGS LIMITED ANNUAL REPORT 2008 37



Notes to the Financial Statements (continued)

for the year ended 31 December 2008

5. Property plant and equipment (continued)
Group Company
2008 2007 2008 2007
R’000 R’000 R’000 R’000

Land and buildings comprise of the following:

Land and buildings situated on Erf 581 and Erf 582, Elsburg

Extension 1, Registration Division I.R. the province of Gauteng. 3312 3300 -

At cost - 2001 911 911 -

Additions at cost - 2004 294 294 -
- 2005 292 292 -
- 2008 12 - -

Revaluations - 2004 835 835 -
- 2005 668 668 -
- 2007 300 300 -

The land and buildings are jointly owned by MICROmega Investments

(Proprietary) Limited and MICROmega Investment Portfolio

(Proprietary) Limited.

The effective date of the revaluation was 31 December 2007. The

valuation was performed by Rike Real Estate CC. The valuation was

based upon recent sales of similar buildings in Elsburg.

Erf 30366 Kimberly, the province of the Northern Cape 950 950 -

At cost - 2005 277 277 -

Additions at cost - 2006 222 222 -

Revaluations - 2006 381 381 -
- 2007 70 70 -

The effective date of the revaluation was 31 December 2007. Valuations

were performed by an independent valuer, Gariep Valuers.

Factory and office buildings situated on remaining

Extent of Stand 140, Wynberg 2028 2 000 -

At cost - 2005 1203 1203 -

Additions at cost - 2006 34 34 -
- 2007 4 4 -
- 2008 28 - -

Revaluations - 2005 115 115 -
- 2006 148 148 -
- 2007 496 496 -

The effective date of the revaluation was 01 November 2007. The
valuation was performed by Watprop Industrial & Commercial Property
Consultants.
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Notes to the Financial Statements (continued)
for the year ended 31 December 2008

5. Property plant and equipment (continued)
Group Company
2008 2007 2008 2007
R’000 R’000 R’000 R’000
Factory and office buildings situated at 6 Liebenberg Street,
Alrode, Erf 1599 21700 - - -
At cost - 2008 21700| | -] -] -
The effective date of the valuation was 24 October 2008. The valuation
was performed by C P F Valuers (Proprietary) Limited. The valuation
was based upon market value .
Total 27 990 6 250 - -
6. Intangible assets
2008 2007
Accumulated Accumulated
impairment / Carrying impairment / Carrying
Cost amortisation value Cost amortisation value
R’000 R’000 R’000 R’000 R’000 R’000

GROUP
Patents, trademarks and other rights 1012 2) 1010 1012 (1) 1011
Brand names 9 689 - 9689 9 689 - 9 689
Computer software, internally generated 6 204 (64) 6 140 5009 (24) 4 985
Intellectual property 250 - 250 250 - 250
Customer relationships 3296 (2601) 695 3296 (2 230) 1066
Goodwill 59 693 (13 009) 46 684 55770 (13 009) 42 761

80 144 (15 676) 64 468 75 026 (15 264) 59 762
The carrying amount of intangible assets can be reconciled as follows:

Carrying Additions Purchase Carrying
value at the through price value
beginning of business adjust- at end

the year Additions combinations ments Impairments Amortisation of year

R’000 R’000 R’000 R’000 R’000 R’000 R’000

GROUP
2008
Patents, trademarks and other rights 1011 - - - - (1) 1010
Brand names 9 689 - - - - - 9 689
Computer software, internally generated 4 985 1195 - - - (40) 6 140
Intellectual property 250 - - - - - 250
Customer relationships 1066 - - - - (371) 695
Goodwill 42 761 - 4923 (1 000) - - 46 684

59 762 1195 4923 (1 000) - (412) 64 468
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Notes to the Financial Statements (continued)
for the year ended 31 December 2008

6. Intangible assets (continued)

Carrying Additions Purchase Carrying
value at the through price value
beginning of business adjust- at end

the year Additions combinations ments Impairments Amortisation of year

R’000 R’000 R’000 R’000 R’000 R’000 R’000

2007
Patents, trademarks and other rights 1 000 12 - - - (1) 1011
Brand names 6 160 3529 - - - 9689
Computer software, internally generated 4913 96 - - - (24) 4 985
Intellectual property 250 - - - - 250
Customer relationships 729 1513 - (122) (1054) 1066
Goodwill 37 254 6884 (1377) - - 42 761

50 306 108 11926 (1377) (122) (1 079) 59 762

Purchase price adjustments represent changes to the initial purchase considerat