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Grant Thornton

Report of the Independent Auditors

To the members of Soul City (Association incorpoerated under Section 21)

We have audited the accompanying group annual financiat statements and company annual financial statements of Soul

City {Assaciation incorporated under Section 21}, which comprise the directors’ report, the balance sheet as at 29 February
2008, and the income statement, the statement of changes in equity and cash flow statement for the year then ended, and
notes which include a summary of significant accounting policies and other explanatory notes, as set out on pages 5 to 31.

Directors' Responsibility for the annual financial statements

The company's directors are responsible for the preparation and fair presentation of these annual 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, impfementing and maintaining internal control relevant to the preparation and
fair presentation of annual financial statements that are free from maierial misstatement, whether due io fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reascnable in the
circumstances.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the annual financial
statements. The procedures selected depend on the auditors' judgement, including the assessment of the risks of material
misstatement of the annual financial statements, whether due to fraud or error. In making those risk assessmenis, the
auditor considers internal control relevant to the entity's preparation and fair presentiation of the annual 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 the directors, as well as evaluating the
overall presentation of the annual financiat statements.

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

In our opinion, the annual financial statements present fairly, in all material respects, the financial position of Soul City
(Association incorporated under Section 21) and the group as of 29 February 2008, and of its financial performance and

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, 1973.-*

Emphasis of Malter

Without qualifying our opinion, we draw attention to Note & fo the financial statements, which states that management is in
negotiations with certain donors to ensure payment of significant overdue balances included in receivables due on grant
cortracts.

Other matter
Without qualifying our opinion, we draw your attention to the fact that the supplementary information set out on pages

32 to 35 does not form part of the annual financial statements and is presented as additional information. We have not
audited this information and accordingly do not express an opinion on them.

ANT THORNTON
gistered Auditors
Chariered Accountants (SA)
Per: GRH Van Rooyen
Registered Auditor
Chartered Accountant (SA)

19 September 2008
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Directors’ Responsibilities and Approval

The directors are required by the Companies Act of Scuth Africa, 1673, to maintain adequate accounting records and are
responsible for the content and integrity of the group annual financiat statements and related financial information included
in this report. It is their responsibifity to ensure that the group annual financial statements fairly present the state of affairs of
the group as at the end of the financial year and the results of its operations and cash flows for the period then ended, in
conformity with Internaticnat Financial Reporting Standards. The external auditors are engaged to express an independent
opinion on the group annual financial statements.

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

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

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

The directors have reviewed the group’s cash flow forecast for the year to 28 February 2009 and, in the light of this review
and the current financial position, they are satisfied that the group has or has access to adequate resources to continue in
operational existence for the foreseeable future.

The board of directors are respansible for the financial affairs of the group.

The external auditors are responsible for independently reviewing and reporting on the group's group annual financial
statements. The group annual financial statements have been examined by the group's external auditors and their report is
presented on  page 3.

The group annual financial statements set out on pages 5 to 35, which have been prepared on the going concern basis,
were approved by the board of directors on 19 September 2008 and were signed on its behalf by:

-

Dirett

Johannesburg
19 September 2008
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Directors’ report

The Birectors have pleasure in presenting their report for the year ended 29 February 2008.
1.  Review of activities

The operating results and state of affairs of the group are fully set out in the attached group annual
financial statements.

General Review

A key focus during this period has been restructuring of the organisation to facilitate implementation of
the strategic plan. This involved amalgamation of the Education, Training and Development and Soul
Buddyz Clubs departments. The current operational structure is as follows:

» Media

+ Social Mobilisation

= Research

s Advocacy

The above units collectively comprise the SA Programmes department.

Regional Programme
Marketing and Fublic Affairs
Special Projects

Finance and Administration
Human Resources

Strategic Review

Extensive formative research was undertaken to inform the programmatic interventions that will enable
Soul City Institute to achieve its 5-year strategic goals to:

Prevent 204 380 new HIV infections {which equate to 7% of new infections, given an incidence rate of
2.4% among 15-49 year olds).

Increase access to treatment by 5% and adherence fo treatment by 20%, by people who need it.

Reduce viclent behaviour by men aged 15-35 by 10%,.

Build capacity in southern Africa to do effective health promotion and communication.

Respond to emerging and other priority heaith issues.
In the first year of implementation, the primary focus will be on HIV prevention.

The challenge has been to implement existing programme activities in parallel with the commencement of
the new strategy.

The programme activities undertaken during this period are outlined below:
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Directors’ report

SA Programmes Campaign

Soul City Institute’s strategy into the next 5 years is to use mass media alongside social mobiiisation, in
partnership with other organisations in order to create a high profile campaign. The -mass media
supported by multiple on-the-ground activities will both create an environment for social change, enabling
individual behaviour change, as well as kick-start some key debates that South Africa needs to have if the
HIV epidemic is to be turned around. Accordingly, all Soul City Institute’s interventions will be aligned
towards the campaign. The focus of the campaign will be the effects of multiple and concurrent sexual
partners (MCP) as a social norm and how it spreads HIV.The series included 13 episodes of television
broadcast at 7pm on SABC1 and 13 episodes of a show supporting both the issues of the Soul Buddyz
series and the Buddyz clubs, called *Buddyz on the Move®. Both shows were aired from July 2008.

Media

Soutl City Series

Soul City is a multi-media edutainment vehicle which accesses the general public.
Television

The 8" series of Soul City was developed and produced. The series dealt with the following topics:

« Maternal health
« HIV in relationships
= Alcohol abuse

The 13 episodes were aired on SABC1 at 8.30pm from 4 September to 27 November 2007. Audience
ratings were very positive, The series will be evaluated in March 2008, the report for which will be
published by the end of July 2008.

Soul City 9 is in the development phase, and will be on air in October 2008.
Radio

The 'Soul Talk” radio show resumed in August 2007 and ran for 13 weeks in all public broadcast radio
stations. The talk show hosted various experts in a live phone-in with the audience, on the topics of
maternal health, alcohol abuse, HIV in relationships, domestic violence and depression.

Soul City Institute also formed partnerships with community radio stations. These stations held talk shows
whilst the Soul City TV series was on air, to discuss issues raised in the weekly episodes. The objective
of this initiative is to give audiences the platform to debate and talk about these messages. This
partnership was a pilot and the feasibility study will be reviewed in the new year.

A 30-episode radio drama series, as part of series 9, will be developed, produced and aired in the next
period. The messaging will be consistent with the TV series, and will accordingly focus on multiple and
concurrent sexual partners.

Print publications
Three booklets wete developed, one on each of our TV series topics. One million copies each, of the

maternal health and alcchol abuse hooklets, were printed and distributed in 4 languages. The “HIV in
relationships” booklet tested well and will be released during 2008 with the MCP campaign.
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Directors’ report

Partnerships

Soul City Institute partnered with Lifeline, the Southern African HIV Clinicians Society and
Mothers2Mothers whilst the TV series was on air. The first phone line for pregnant women which focuses
on HIV prevention via PMTCT (prevention of mother to child transmission of HIV) was set up with
MothersZMothers.  Together with the Southern African HIV Cliniclans Society, the Karabo HIV
Information Service was launched. This is a geographical database of all HIV testing and treatment sites
in South Africa. The database is available online and via the free AIDS helpiine hosted by Lifeline. Each of
these partnerships proved to be fruitful.

Marketing

Marketing activities in refation to the series included a launch, TV promotions, sponsor advertisements
and billboards.

Community Makeover Show

During the pilot in Munsieville, varicus names for the show were tested and the community members
were unanimous in selecting "Kwanda”, which in hguni means "to grow”. “Kwanda — Communities with
Soul”, has since been adopted as the new name for the show.

The aim of the show is to inspire audiences to work together to transform their communities. There will be
an initial national campaign inviting communities to participate in the show, of which 5 will be selected.
The show will take the format of 13 episodes. The last episode is a live programme, to assess each
community in terms of what it achieved in relation to what it set out to do. The winning community will
receive a sponsored cash prize that will contribute to financing the transformation of that community.
Production is scheduled to commence in July 2008, with the show being aired in 2009.

This intervention is underpinned by the organisation workshop (OW) methodoloegy. The OW methodology

aims to train diverse groups of people, drawn from within 2 community to lead improvements in their
community as an enterprise, by developing organisational consciousness within the group.

Soul Buddyz

Souf Buddyz is a multi-media edutainment vehicle which reaches children, particularly those aged 8-12.

Television

The 4" series of Soul Buddyz was developed and produced. The serious dealt with the following topics:

+ Road safety
e HIV prevention with emphasis on gender
e Trauma

The 13 episodes were aired on SABC1 at 7pm from 1 October to 23 December 2007. Audience ratings
have been very positive.

Print publications

A parenting booklet, dealing with the same issues that were covered in the Soul Buddyz TV series was
developed in 4 languages. One million copies were printed and distributed.

Grade 7 materials comprising photo comics, posters and a teachers’ guide were printed and distributed to
schools.
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Directors’ report

Marketing

Marketing activities in relation to the series included a launch, TV promoticons, sponsor advertisements,
compefitions and posters.

Buddyz on the move (BOM}

Buddyz on the Move is a reality show reflecting the different activities with which various Soul Buddyz
Club members engage in their respective communities.

The 26 episodes were aired on SABC1 at 3pm from 1 October in the YoTV programme.
The format of the prime-time children’s mass media intervention is currently being reviewed.
Social Mobilisation

Buddyz Clubs

There are 3 606 Soul Buddyz clubs with 503 721 members as at the end of February 2008. Clubs are
based on the principle of “children taking action”.

Database management and administration

A re-registration process was undertaken to update contact details, exit Buddyz members who have
entered high school and generally check the integrity of the data.

Despite all the challenges and delays, the exercise was fruitful and about 60% accurate club-contact
information was achieved. The process to obtain outstanding information will continue.

Materials

Materials given to Buddyz Clubs provided the basis for the members to get started and engage with
activities and discussions about issues affecting children, schools and communities.

Three posters were produced during this period. They included one poster for October, one poster for
World AIDS Day and a February poster. 17 500 copies of each poster were printed which were distributed
to 3 500 clubs, with each club receiving 5 copies of each poster. The posters offer the opportunity to raise
awareness about children's issues.

Four Club Zone magazines were produced and distributed to club members. The magazines covered
general topics, fun and games as well as highlights from National Congress in 2007. This magazine
replaced the bi-monthly newsletter. It is divided intoe a "buddy zone”, “chat zone”, “chill zone" and “art
zone". We find this publication to be more effective in disseminating a broader range of information.

The first unit of the 2008 annual club guide was produced. This unit is called “Welcome back: 2008" and
revisits some of the issues and activities around getting clubs started. A total of 7 000 units were printed
with each club receiving two copies.

The first stakeholder's newsletter, a publication that will be used to keep funders, partners and
stakeholders up to date about Soul Buddyz Club activities, events and highlights was also completed.
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Directors’ report

Promotional items

Promotional items and gifts are the mechanism by which Soul City Institute acknowledges and affirms
children’s participation in the project as well as the collective efforts of the club. Furthermore, it confirms
that the children are part of a movement, helps to show their parents what they are involved in and often
gives them recognition in their school and community.

These items included membership badges, stationery hampers, vegetable seeds and school plaques.
Plaques are important as they are displayed in the school’s foyer and reinforce commitment to and from
the project.

Three magazine competitions were held and on average between 4 000 and 5 000 entries were received.
Of these, 1 300 winners were selected for each competition. Prizes for these included pencils, mcney
boxes, caps, etc.

Training and fieldwork

Nine provincial trainers, many of whom had worked with Soul City Institute previously, were contracted to
undertake training and fieldwork in the provinces.

A total of 643 educators were trained. Training has generally proceeded well. However, the public
servants’ strike in June 2007 did impact on the availability of educators fo attend training. Fortunately,
new training dates were negatiated and the training targets for the year were still achieved.

The Soul Buddyz Club materials will be accredited in the Health and Welfare SETA and the process is
expected to be completed by June 2008.

Events

Two district and 9 provincial meetings were held. These events provide the opportunity for club members
to network, share experiences, showcase their activities, learn from each other and collaborate with clubs
in the same locality.

The third annual National Congress was held from the 30 November to 4 December 2007. The event took

place at the Rondalia Resort in the Waterberg area of Limpopo and was attended by more than 300
children and 100 educators. All provinces were represented at the Congress.

Partnerships
In February, all provinces had meetings with Department of Education to present the implementation plan
for 2008, which includes the roll out of the “Schools as Nodes of Care” campaign to all Soul Buddyz Club

schools, and identify training dates in the different districts in each province. Generally, there has been
acceptance of the social mobilisation strategy within provinces.

Training
Partner training

Training on all aspects of HIV and AIDS continued through 19 NGO partners country wide. During the
period 235 training sessions were conducted.

De Beers programme

The De Beers programme continues to enable remote rural communities to be reached.
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The De Beers programme was independently evaluated by the HSRC. The results indicated that the
programme was a success and continued to make a positive difference in the lives of the communities
and individuals in the mining areas where it is implemented. However, the sustainability of the programme
remains a challenge.

A level-4 master trainer's workshop was held for 8 provincial frainers and 10 patticipants from partner
organisations.

Training courses

The level 1 and level 4 courses have been reworked to ensure accreditation, and to include aspects that
enable participants to act collectively.

Training materials

Another workbook, “Children and ART", has been added to our pack of training materials and is in the
process of being printed. It is envisaged that 100 000 copies will be distributed.

Advocacy

The "Schools as Nodes of Care for vulnerable children” (SNOC) advocacy initiative has been integrated
into the social mobilisation strategy. The advocacy department will continue to lobby and monitor
implementation of policy, whilst the social mobilisation unit wilt ensure the implementation and delivery of
SNQOC in targeted provinces and schools.

In line with Soul City Institute’s new 5-year strategy, an advocacy campaign to create an enabling policy
and legislative environment for the implementation of the strategy is being developed. The campaign is
very likely to involve alcohol regulation. The design will include collection of data, policy reviews and
meetings with various civil society and government stakeholders in the sector.

Research

As mentioned above, an extensive formative research process was undertaken by the research team,
producing two reports (for adults), one on MCP and the other on alcohol use and violence. In both cases
focus groups were conducted nationally and in-depth interviews held with stakeholders. In addition,
focus group discussions were held with children in 4 provinces, and the same children will be interviewed
to gain deeper insight about their understanding and beliefs about gender, HIV and violence.

The evaluation reports of Soul City series 7 and Soul Buddyz 3 were written and will be printéd in May
2008.

Regional programme

A contract amounting to £14m, covering the 4-year business plan for Soul City Institute, including phase 2
of the regionai programme, was signed with DFID during December 2007.

The final impact evaluation for phase 1 of the programme was completed and disseminated. The results
were extremely positive showing that the regional programme has substantial reach and impact on
knowledge, attitude and behaviours in the 8 countries where it has been implemented.

In the first 4 years of the programme, the country partners adapted Soul City material as single media
interventions. During this period, each partner worked on developing and producing an original multi-
media intervention, which was far more complex and a new challenge.

The countries embarked on intensive planning and research for the regional campaign, which will focus
on MCP.

10
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Television

An 8-month accredited scriptwriting and TV production training course for participants across the region
culminated in the filming of a half-hour stand-alone drama in all countries. The films will form a unique
regional TV series called Unlold, stories in a time of HIV/AIDS, and will be aired across the region in
2008. The films address social issues and eloquently capture them in a haif-hour format in the local
language, using local actors and film crew. Country partners had not proeduced drama before, so
extensive on-the-ground mentoring and support was provided during filming.

Radio

Some countries completed scriptwriting whilst others moved into pre-production of the second series of
45-episode radio dramas. Mozambigue and Zambia also continued to re-run the previous radio series. A
remarkable achievement was that the country partner in Mozambigque, Nweti, exported their radio dramas
for broadcasting to organisations in Angola. Owing to the challenges of working in Zimbabwe, it was
decided that 10 radio public service announcements would be developed instead of the radio drama
series.

Print Publications

All countries commenced the layout and design phase for print publications related to the first new muiti
media. Topics included violence, PMTCT, gender and HIV and AIDS, orphans and vulnerable children,
nutrition and ARV treatment.

Advocacy

Following an intense process of advocacy research, country pariners continued to build alliances with
national stakeholders to drive forward advocacy cobjectives. In addition, Namibia, Zambia and Zimbabwe
began working on in-country advocacy campaigns. Research and development was undertaken for an
advocacy strategy and alliance campaign for MCP.

Capacity building

Twelve capacity-building events were held including workshops on television, research, print material
development, radio and management, during which more than 70 participants were trained. Numerous
informal capacity-building interactions took place including assistance with human resource management,
organisational development, procureinent and marketing through more than 40 technical support visits to
8 country partners.

Sustainability

An important goai of the programme over the 5-year pericd was o set up independent, stand-alone,
sustainable local organisations. Two organisations, Pakachere in Malawi and Desert Soul in Namibia
made plans to move out of their host crganisations, PSI Malawi and International Red Cross, Namibia.
Pakachere and Desert Soul finalised their constitutions, submitted documentation for legal registration as
local organisations and appointed their board members. In Swaziland, negotiations are under way with
the host organisation, SHAPE for the Lusweti team to become independent. The other country partners in
Zambia, Lesotho and Mozambique are established, independent, local organisations dedicated to health
communication.

Print Material
A total of 77 different titles were prinied in this period. Of these 42 were reprints of cld publications while

35 were new pubiications. The total number of copies of materials printed was 10 527 650, of which
6 154 100 copies were distributed in the 8 countries which form the regional programme.

11
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In South Africa, a total of 2 100 104 publications were distrnibuted by the distribution centre. These
represent only materials distributed as response to orders sourced and received by the Soul City institute
distribution centre. The rest were distributed as part of the Soul Buddyz Club materials support and also
as part of the push strategy.

Materials distributed from the distribution centre comprise 1 751 876 HIV and AIDS materials and the
balance non-HIV and AIDS health materials.

2. Going concern

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

The ability of the company to continue as a going concern is dependent on a number of factors. The
most significant of these is that the directors continue to procure funding for the ongoing operations for
the company.

3. Post balance sheet events

The directors are not aware of any matter or circumstance arising since the end of the financial year.
4. Directors

The directors of the company during the year and to the date of this repo'rt are as follows:

Name Change in appointment
C Carolus

J Broomberg

K Kahn

- A R Velcich

H Saloojee

AB Mashigo

M M N Chaane

A E Borman

C G Japhet Resigned 31 May 2008
Y Carrim

S Maslamoney

P Nhiapo

K Soni Appointed 01 June 2008

5. Secretary
The secretary of the company is H M Starke of:

Business address 1™ Floor Dunkeld West Centre
281 Jan Smuts Avenue {Cnr Bompas Road)
Dunkeld
2198

Postal address P O Box 1290
Houghton
2041

12
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6. Auditors

The appointment of the auditors is in the process of being finalised.

13
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Balance Sheet

Group Company
2008 2007 2008 2007
Note(s) R R R R
Assets
Non-Current Assets
Froperty, plant and equipment 4 2 309 341 723 914 2 309 341 723 N4
Available for sale financial assets 5 100 100 - -
2 309 441 724 014 2 309 341 723 914
Current Assels
Loans to group companies - - 12 293 -
Available for sale financial assets 5 2187 900 2169 900 - -
Trade and other receivables 6 37 129 820 33 705 707 37 129 820 33705707
Cash and cash equivalents 7 16734 186 22 949 842 16 535 979 22700770
56 051 906 58 825 449 53 678 092 56 406 477
Total Assets 58 361 347 59 549 463 55 987 433 57 130 391
Equity and Liabilities
Equity
Capital 2754 217 2754 217 2754 217 2754217
Accumulated surplus 34 662 523 31 562 353 32 288 895 29 143 567
37~416 740 34 316 570 35043112 31897784
Liabilities
Current Liabilities
Trade and other payables 10 13212892 19 493 244 13 212 606 19 492 958
Deferred income 9 7731715 5739 648 7731715 5739 649
20 944 607 25 232 893 20 944 321 25 232 607
Total Equity and Liabilities 58 361 347 59 549 463 55 987 433 57 130 391

14
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Income Statement

Group Company
2008 2007 2008 2007
Note(s) R R R R
Revenue 11 159 313 939 149 875 233 159 295 939 149 455 233
Other income 6 335 107 4 560 419 6335107 4 560 419
Operating expenses {165 414 262) (156 826 907) (165 351 313) (156 825 289)
Operating (deficit) / surplus 12 234 784 {2 391 255) 279733 (2 809 637)
fnvestment revenue 13 2871778 1639 633 2871778 18639 633
Finance costs 14 (6 392) (500) (6 183) (500}
(Deficit) / Surplus for the period 3100170 (752 122) 3145 328 (1170 504)

15
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Statement of Changes in Equity

Capital Accumulated Total equity
surplus
R R R

Group
Balance at 01 March 2007 2754217 31 562 353 34 316 570
Changes in equity
Prafit for the year - 3100170 3 100 170
Total changes - 3100170 3100170
Balance at 29 February 2008 2754217 34 662 523 37 416 740
Note 8
Company .
Balance at 01 March 2006 2754217 3031407 33 068 288
Changes in equity
Loss for the year - {1170 504) (1 170 504}
Total changes - (1170 504) (1 170 504}
Balance at 01 March 2007 2754 217 29 143 567 31897 784
Changes in equity
Profit for the year - 3145 328 3145 328
Total changes - 3145328 3 145 328
Balance at 29 February 2008 2754217 32 288 B9S 35043112
Note 8

16
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Cash Flow Statement

Group Company
2008 2007 2008 2007
Note(s) R R R R

Cash flows from operating activities

Cash receipts from customers 155 853 849 159 654 356 155 835 849 160172 374
Cash paid to suppliers and employees (162 747 691) (167 725 008) {160 496 032) {167 723 676}
Cash used in operations 16 (6 893 842) (8 070 852) (4 660 183) (7 551 302}
Interest income 326 115 393932 326 115 393 932
Dividends received 2 545 663 1245701 356 953 307 683
Finance costs (6 392) {500) (6 183) {500}
Net cash from operating activities (4 028 456) (6 431 519) (3 983 298) (6 850 187)
Cash flows from investing activities

Purchase of property, plant and equipment 4 (2 200 951) {510 001} (2 200 951) (510 001}
Sale of property, plant and equipment 4 31751 {1175} 31 751 (1175)
Loans advanced to group companies - - (12 293) -
Acquisition of financial assets (18 000) (369 500} - -
Net cash utilised in investing activities (2 187 200) (880 676) {2 181 493) (511 176)
Total cash movement for the year (6 215 658) (7 312 195) (6 164 791) (7 361 363)
Cash at the beginning of the year 22 949 842 30 262 037 22700770 30 062 133
Total cash at end of the year 7 16 734 186 22 949 842 16 335 979 22700 770
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Soul City (Association incorporated under Section 21)

{Registration number 1995/010344/08)
Group Annual Financial Statements for the year ended 29 February 2008

Accounting Policies

1. Presentation of Annual Financial Statements

The group financial statements consist of the consolidated annual financial statements of Soul City {Association
incorporated under Section 21) and Soul Gity Trust, a special purpose entity. The activities of the Trust encompass the
subscription for shares in the founder of the Trust with a view to providing long-term funding for the beneficiary's activitics
as a public benefit organisation.

The group annual financial statements have been prepared in accordance with International Financial Reporting Standards,
and the Companies Act of South Africa.. The group annual financial statements have been prepared on the historical cost
basis, and incorporate the principal accounting policies set out below.

These accounting policies are consistent with the previous period, except for the changes set out in note 2 Changes in
accounting policy.

1.1 Property, plant and equipment

The cost of an item of property, plant and equipment is recognised as an asset when:
. it is probable that future economic benefits associated with the item will flow to the company; and
*  the cost of the item can be measured reliably.

Costs include costs incurred initially to acquire or construct an item of preperty, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an itemn of
property, plant and equipment, the carrying amount of the replaced part is derecognised.

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

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. Depreciation is
provided on ali property, plant and equipment to write down the cost, less residual value, by equal installments over their
usefull lives as follows:

Item Average useful life
Furniture and fixiures 6 years
Motor vehicles 5 years
Office equipment 5 years
T equipment 3 years

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

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

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

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

1.2 Financial instruments

Initial recognition

The group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial
liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial assets and financial ligbilities are recognised on the group's balance sheet when the group becomes party to the
contractual provisions of the instrument.
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Soul City (Association incorporated under Section 21)
{Registration number 1995/010944/08)
Group Annual Financial Statements for the year ended 22 February 2008

Accounting Policies

1.  Presentation of Annual Financial Statements {continued)
Trade and other receivables

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

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

Trade and other receivables are classified as loans and receivables.
Trade and other payables

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

Cash and cash equivalents

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

Available for sale financial assets
These financial assets are non-derivatives that are either designated in this category or not classified elsewhere.

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

These investments are measured initially and subsequently at fair value. Gains and losses arising from changes in fair
vaiue are recognised directly in equity until the security is disposed of or is determined to be impaired.

The group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of
financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged
decline in the fair value of the security below its cost is considered as an indicater that the securities are impaired. If any
such evidence exists for available-for-sale financial assets, the cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognised in profit or
loss — is removed from equity and recognised in the income statement. Impairment losses recognised in the income
statement on equity instruments are not reversed through the income statement.

Equity investments for which a fair value is not determinabie are held at cost. Impairments on such investments are not
reversed.

1.3 Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease
is classitied as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.
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Soul City (Association incorporated under Section 21)

(Registration number 1995/010944/08)
Group Annual Financial Statements for the year ended 22 February 2008

Accounting Policies

1. Presentation of Annual Financial Statements (continued)
Operating leases - lessor
Operating lease income is recognised as an income on a straight-fine basis over the lease term.

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

Income for leases is disclosed under revenue in the income statement,
Operating leases — lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset.
This liability is not discounted.

1.4 Impairment of asseis

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

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

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

. tests goodwill acquired in a business combination for impairment annually.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is
not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit
to which the asset belongs is determined.

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

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

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately
in profit or loss.

1.5 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid
vacation teave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in

which the service is rendered and are not discounted.

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

Defined contribution plans

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.
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Soul City (Association incorporated under Section 21)

(Registration number 1995/010944/08)
Greup Annual Financial Statements for the year ended 29 February 2008

Accounting Policies

1. Presentation of Annual Financial Statementis (continued)
1.6 Government grants

Government grants refer to grants received from government, government agencies and similar bodies whether local,
regional or international. Government grants are recognised when there is reasonable assurance that:

. the group will comply with the conditions attaching to them; and

. the grants will be received.

Government grants are recognised as income over the periods necessary to match them with the related costs that they are
intended to compensate, on a systematic basis.

A government grant that becomes receivable as compensation for expenses or losses already incurred or for the purpose
of giving immediate financial support to the entity with no future related costs is recognised as income of the period in which
it becomes receivable.

Government grants related to assets, including non-menetary grants at fair value, are presented in the balance sheet by
setting up the grant as deferred income or by deducting the grant in arriving at the carrying amount of the asset.

1.7 Other revenue

Revenue from the sale of goods is recognised when all the follewing conditions have been satisfied:
. the group has transferred to the buyer the significant risks and rewards of cwnership of the goods;
. the group retains neither continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold;
*  the amount of revenue can be measured reliably;
. it is probable that the econemic benefits associated with the transaction will flow 1o the group; and
. the costs incurred or 1o be incurred in respect of the transaction can be measured relizbly.

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with
the transaction is recognised by reference to the stage of completion of the transaction at the balance sheet date. The
ocutcome of a transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits associated with the transaction will flow te the group;

. the stage of completion of the transaction at the balance sheet date can be measured reliabiy; and

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

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

[nterest is recognised, in profit or loss, using the effective interest rate method.
Dividends are recagnised, in profit or loss, when the company’s right to receive payment has been established.
1.8 Revenue

Revenue comprises of income from administration and management fees charged and donations received. Revenue from -
administration and management fees charged excludes value added taxation.

1.9 Translation of foreign currencies
Foreign currency transactions

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

At each balance sheet date:
. fareign currency monetary items are translated using the closing rate;
. nen-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction; and
. non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates
at the date when the falr value was determined.

Exchange differences arising on the setilement of monetary items or on translating monetary items at raies different from
those at which they were translated on initiai recognition during the period or in previous group annual financial statements
are recognised in profit or loss in the period in which they arise.
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Soul City (Association incorporated under Section 21)

{Registration number 1995/010944/08)
Group Annual Financial Statements for the year ended 29 February 2008

Accounting Policies

1. Presentation of Annual Financial Statements (continued)

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

Cash flows arising from transactions in a foreign currency are recorded in Rands by applying to the foreign currency amou