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*
shareholders wishing to receive shares in dematerialised form must advise their CSDP or broker of their acceptance of the offer to subscribe for shares in the manner and cut-off time stipulated by their CSDP or broker. 


The ordinary shares issued in terms of the private placement will rank pari passu with all other ordinary shares issued by Celcom Group.

This prospectus is not an invitation to the public to subscribe for shares in Celcom Group. It is issued in compliance with the Listing Requirements of the JSE for the purpose of giving information to the public with regard to Celcom Group.

At the date of listing, the share capital of Celcom Group comprises [800 000 000 authorised ordinary shares at a par value of R0,0001 each, and, after the private placement, [204 609 300] issued ordinary shares.

The JSE has granted Celcom Group a listing in respect of [204 609 300] ordinary shares, on the Alternative Exchange (“Altx”) under the abbreviated name [________]_ share code “[___]” and ISIN ZAE0000[____________]_, subject to Celcom Group meeting the requirements of the JSE in respect of the requisite spread of shareholders. Subject to the aforegoing, the listing will be effective as from the commencement of business on [20 November 2006].

The directors, whose names are given in paragraph [  ] on page [  ] of this document, accept, collectively and individually, full responsibility for the accuracy of the information given herein and certify that, to the best of their knowledge and belief, no facts have been omitted which would make any statement false or misleading, and that they have made all reasonable enquiries to ascertain such facts and that this prospectus contains all information required by law and the JSE Listings Requirements.

Moores Rowland Chartered Accountants (SA) and Tuffias Sandberg KSI Chartered Accountants (SA), whose reports are included in this prospectus, have given and had not, prior to publication, withdrawn their written consent to the inclusion of their reports in the form and context in which they appear. The Designated Advisor, attorneys and transfer secretaries, whose names are included in this prospectus, have given and had not, prior to registration, withdrawn their written consent to the inclusion of their names in the capacities stated and, where applicable, to their reports being included in this prospectus. 

An English copy of this prospectus, accompanied by the documents referred to under “Documents available for inspection” as set out in paragraph 32 of this prospectus, was registered by the Registrar of Companies on [__________] in terms of section 155(1) of the Companies Act, 1973 (Act 61 of 1973), as amended.

Warning: The listing of the ordinary shares in the company is on the AltX. Shareholders are advised of the risks of investing in a company listed on the AltX. Shareholders are advised that the JSE does not guarantee the viability or the success of a company listed on AltX. In terms of the JSE Listings Requirements a Designated Advisor has to be retained by the company. The Designated Advisor is required to, inter alia, attend all board meetings held by the company to ensure that all JSE Listings Requirements and applicable regulations are complied with, approve the financial director of the company and guide the company in a competent, professional and impartial manner. If the company fails to retain a Designated Advisor it must make arrangement to appoint a new Designated Advisor within 10 business days, failing which the company faces suspension of trading of its securities. If a Designated Advisor is not appointed within 30 days of its suspension the company faces the termination of its listing without an offer to minority shareholders.
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	2006

	Opening date of the placement (09:00)
	[Monday, 13 November]

	Closing date of the placement (12:00)*
	[Thursday, 16 November]

	Anticipated listing date of “Celcom” on AltX (09:00)
	[Monday, 20 November]

	Safe custody accounts at CSDP or broker updated and debited in respect of dematerialised shareholders on
	[Monday, 20 November]

	Posting of share certificates (certificated shares only)
	[Monday, 20 November]

	Refund of surplus application monies paid (where applicable)
	[Monday, 27 November]


*
shareholders wishing to receive shares in dematerialised form must advise their CSDP or broker of their acceptance of the offer to subscribe for shares in the manner and cut-off time stipulated by their CSDP or broker.
	SALIENT FEATURES




The information set out in this section of the prospectus is only an overview and is not intended to be comprehensive. It should be read in conjunction with the information contained in the other sections of this prospectus. 

The definitions given on page ___ of this prospectus have been used in this salient features section.

1. Incorporation and history

Celcom Group was incorporated on 26 October 1998 and converted to a public company on 18 August 2006. 

The company operates in the ICT sector, with a focus on mobile communications and related markets. 

The company approximately 20% owned by an empowerment consortium, which includes a broad-based woman’s group that funds previously disadvantaged business projects and charities, and individual members such as Marcel Golding and Franklin Sonn who are capable of assisting Celcom Group to enhance its current client relationships and secure future clients. 

2. Nature of the Company’s business

Celcom Group was founded in 1994 as a cellphone accessories business. In 2003 the group began diversifying its income streams by capitalising on horizontal and vertical integration opportunities within the mobile telecommunications industry. In addition to organic growth in its cellphone accessory business, the group has acquired and developed specialised telecommunications businesses. The group now comprises:
2.1. Celcom
Celcom is a long-established, market-dominant cellular telephone accessories wholesaler in Southern Africa and has business relationships with all three mobile network operators. Supply of accessories extends to all countries in Africa serviced by these networks. The company has developed efficient outsourced distribution channels and provides optimal turnaround times on deliveries. 

Celcom began supplying hands free car kits and the lower value cellular telephone enhancements such as telephone pouches and portable hands free kits and has grown its range to now supply high-end data and voice enhancements such as digital pens and blue tooth car kits. The company’s range of products will continue to evolve to take advantage of the “data–delivery and convergence” revolution sweeping the industry. 

2.2. VPS 
VPS owns and exploits intellectual property constituting a broad-use electronic payment mechanism. It has been operating for three years and is already profitable.

In 2001 Absolute Systems, a software developer to the banking industry, developed a virtual payment software system allowing for broad use as an electronic payment mechanism. In 2003, VPS acquired this technology from Absolute Systems to develop and exploit the intellectual property.

The VPS token payment system allows for any prepaid ticket sale and its platform can be expanded from the current delivery of prepaid airtime to the likes of loyalty and rewards programmes, Eskom prepaid electricity, money transfers and tickets for busses, concerts, soccer games and movies. 

Amongst other blue-chip clients, VPS is contracted to Shell to procure and deliver prepaid airtime to all of its Shell and Shell Select service station stores. A similar agreement has been concluded with Total South Africa and roll out to its service stations is due to commence during October 2006.

VPS is also in partnership with Standard Bank which, upon successful completion of its pilot trial, will allow it access to Standard Bank’s 38 000 points of presence via its credit card terminals, initially for the sale of prepaid airtime with the ultimate goal of selling all tokens via this system.

VPS is potentially a global business and the intention is to export the technology by way of joint ventures with foreign partners.

2.3. Go Mobile
Go Mobile was established in March 2005 to target small to medium enterprises, which have been traditionally neglected by the larger mobile communications service providers, with efficient and value add services relating to mobile phone upgrades, call time package selection and data delivery enhancements.

Go Mobile is currently achieving around 100 new connections per month, which should be enhanced by the advent of mobile number portability during November 2006, which would allow subscribers to change service providers whilst retaining their cellular numbers.

Go Mobile also provides community telephone services to historically disadvantaged individuals, which enables them to provide public payphone services in their communities.

2.4. Machine Logistics
Machine Logistics has recently been established to compete in the technology-oriented field of machine-to-machine communication. It has been appointed as agent for two of the leading global machine-to-machine module manufacturers and through these and other relationships it will gain increasing access to cutting-edge technology. 

Real time transmission of data between machines via modem will become important in numerous industries. For example, security companies may transmit photos and video clips to cellphones as incidents occur or, a central server in the vending machine environment may transmit data to head office in respect of items that are low or out of stock, cash shortages and machine faults. 

These modems may also be used in a variety of unmanned installations such as air-conditioning units and elevators in buildings to indicate malfunctions or performance degradation. The list of applications is on the increase and Machine Logistics is poised to make tremendous inroads into this market.

With the advent of 3G and Wimax as delivery mechanisms using data over mobile telephone networks, the executive of Celcom Group has identified machine-to-machine communications devices as a future area of growth.

2.5. V Cellular Stores
V Cellular Stores has recently been established to afford the Celcom Group exposure to the Vodacom retail franchise business model. In terms of the Aliferis acquisition agreement and the Sommerville and Morris acquisition agreement Celcom Group (through its wholly owned subsidiary, V Cellular Stores) has acquired as going concerns, the Vodacom retail franchise businesses conducted by G Aliferis and N Aliferis and Sommerville and Morris Partners. These businesses operate a chain of 13 Vodacom franchise outlets in excellent locations in the Gauteng region, with shops in the region’s premier shopping nodes such as Menlyn Park Shopping Centre, Centurion Mall, Westgate Shopping Centre, Cresta Mall and Clearwater Mall.

The franchise structure was chosen by Vodacom as the premier route to the market, and has grown to represent nearly 40% of Vodacom’s gross postpaid contract business, 50% of the upgrade business and 55% of the net growth in contract business. These shops provide a walk-in customer care centre, providing specialist assistance to all Vodacom Service Provider subscribers, including, entering into new subscriber connections, upgrading of existing service contracts, purchase of Vodacom approved accessories, handset repair services and the purchase of prepaid-airtime.

The Aliferis acquisition and the Sommerville and Morris acquisition have the added benefit of bringing B. Sommerville, N. Aliferis and G. Aliferis into the group’s management team. Each had been appointed as a general manager of V Cellular Stores and in this capacity will continue to actively manage the business acquired on a daily basis. This management team has extensive cellular telephone and retail industry experience spanning an aggregate of 15 years amongst them.

3. Prospects

The Celcom Group’s strategy is to capture a variety of income streams across the value chain in the telecommunications industry. Its blend of sustainable mature income streams and strong positioning to secure new future income streams provides shareholders with attractive prospects and potential for capital growth.

Management has the distinctive capability to anticipate industry trends to ensure that the Celcom Group remains at the forefront of this constantly changing environment, supported by excellent relationships in the industry.

The group is well positioned to benefit from growth in the transmission of data as opposed to voice. In addition, with the network operators’ expansion into Africa, the Celcom Group is well placed to provide bespoke equipment as well as accessories into these fast growing markets. 

A listing on AltX will facilitate the group’s acquisition of complementary businesses and will provide the profile to expand its operations and attract new clients. 
4. Profit forecast FOR THE YEARS ENDING 30 JUNE 2007 AND 2008

Set out below are the profit forecasts of the group for the years ending 30 June 2007 and 2008. The forecasts must be read in conjunction with the independent reporting accountants’ report thereon reproduced in Appendix [  ] hereto.

	
	Forecast for the 

year ending

30 June 2007
	Forecast for the 

year ending 

30 June 2008

	
	(R 000’s)
	(R 000’s)

	Revenue
	684,270
	994,874

	Cost of sales
	(603,980)
	(890,339)

	Gross profit
	80,290
	104,535

	Operating expenses
	(53,440)
	(67,653)

	Profit from operations
	26,850
	36,882

	Amortisation of intangibles
	(7,238)
	(7,238)

	Net finance (costs) / income
	326
	2,076

	Profit / (loss) before tax
	19,938
	31,720

	Taxation
	(8,145)
	(12,288)

	Profit after tax
	11,793
	19,432

	Amortisation of intangibles
	7,238
	7,238

	Headline earnings
	19,031
	26,670

	Pre-acquisition profit
	2,971
	-

	Core earnings
	22,002
	26,670

	Key ratios and assumptions
	
	

	Revenue growth
	47%
	45%

	Gross profit percentage
	12%
	11%

	Change in operating expenses
	18%
	27%

	Operating profit percentage
	4%
	4%

	Core earnings growth
	21%
	21%


The forecast income statements of the Celcom Group has been prepared by way of performing detailed forecasts of each one of the underlying subsidiaries with the following material assumptions:

· income has been budgeted on historical levels and factoring in growth arising from the following new ventures being pursued by the group:

· expansion of cellular accessories into African markets;

· supply of machine to machine communication devices into the South African cellular communications market;

· high profile partnerships in VPS.

· no events will occur to interrupt existing business relationships and contracts;

· operating expenses are based on historical costs with inflationary adjustments where appropriate. Additional costs have been included to reflect that Celcom Group will be listed with the concomitant increase in infrastructural and human resource expenditure;

· amortisation of intangible assets have been calculated over periods of 5 to 20 years;

· the capital raising will be fully subscribed;

· an overdraft of R15 million has been raised to facilitate the necessary corporate actions repayable at R1 million per month with interest thereon budgeted for at prime;

· interest on cash resources have been budgeted at 6% per annum;

· no further acquisitions will be made in the forecast period; and

in terms of IFRS 3 the income arising from V Cellular Stores for the period 1 July to 30 September 2006 has been reversed against the cost of the investment. Core earnings has been calculated to indicate the profitability of the group, had these profits been reflected in the income statement.

5. Dividend policy

It is the intention of the company to re-consider its dividend policy once the company has achieved mature growth, and periodically thereafter in light of prevailing circumstances and future cash requirements. Initially all earnings generated by the company will be utilised to fund future growth.

6. Purpose of the private placement and the listing

An amount of [R   ], before share issue and listing expenses, will be raised by the issue of shares for cash to private individuals, corporations and institutions.

The purposes of the placing and the listing are:

· afford specifically identified members of the public, clients, selected financial institutions and business associates of the group the opportunity to participate directly in the equity of the Celcom Group;

· attract and retain intellectual capital through the incentive of meaningful equity participation for selected individuals;

· raise working capital for the group;

· broaden the group’s shareholder base and to obtain the spread of shareholders required for the listing of its ordinary shares on the JSE;

· enhance investor and general public awareness, including international exposure, of the Celcom Group, its activities and specialised skills; 

· raise capital and have the flexibility of listed shares to allow the company to take advantage of acquisitive growth opportunities; and

· exposure to foreign investors. 

7. Details of the private placement

The private placement will be underwritten and is not subject to a minimum subscription being achieved.

	Offer price per share (cents)
	[100]

	Number of shares offered in terms of the private placement
	[23 000 000]

	Total capital to be raised before expenses 
	[R23 000 000]


8. Further copies of the Prospectus

Copies of the prospectus may be obtained during business hours from 08h30 until 17h00 at the following places:

· Celcom Group Limited

4 Fifth Avenue, Edenburg, Sandton, 2196

· Java Capital (Pty) Limited

2 Arnold Road Rosebank, 2194

· JSE Limited

One Exchange Square, 2 Gwen Lane, Sandown, 2196

· Ultra Registrars (Pty) Limited

5th Floor, 11 Diagonal Street, Johannesburg, 2001

· All other broking members of the Johannesburg Stock Exchange.
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In this prospectus and the appendices hereto, unless the context indicates otherwise, references to the singular include the plural and vice versa, words denoting one gender include the others, expressions denoting natural persons include juristic persons and associations of persons and vice versa, and the words in the first column have the meanings stated opposite them in the second column, as follows:

	“3G”
	new technology incorporated into cellular telephones which enables users to send and receive data via their cellular telephone at almost anytime, from anywhere;

	
	

	“Absolute Systems”
	[Absolute Systems (Proprietary) Limited] (Registration number [   ]), a private company incorporated in accordance with the laws of South Africa; 

	
	

	“Act”
	the Companies Act, 1973;

	
	

	“Aliferis acquisition”
	the acquisition by the Celcom Group of the Vodacom retail franchise business conducted by G Aliferis and N Aliferis, with effect from 1 July 2006;

	
	

	“Aliferis acquisition agreement”
	The written agreement, dated 30 June 2006 (and including all annexures and addendums thereto) entered into between Celcom Group, G Aliferis, N Aliferis, The Next Generation Trust and the Alifam Trust, recording the terms of the Aliferis acquisition;

	
	

	“Alifam Trust”
	the Alifam Trust (Master’s reference number IT 3138/99), a trust established for the benefit of G Aliferis and/or members of his family;

	
	

	“ALTX”
	the Alternative Exchange, included in the JSE lists;

	
	

	“the application form”
	the yellow application form in respect of the placement, attached to and forming part of this prospectus;

	
	

	“auditors” 
	Tuffias Sandberg KSi Chartered Accountants (SA), full details of whom are set out in the inside front cover;

	
	

	“ARPU”
	average revenue per user;

	
	

	“business day”
	any day other than a Saturday, Sunday or official public holiday in South Africa;

	
	

	“Celcom”
	Celcom (Proprietary) Limited (Registration number 1997/017693/07), a private company incorporated in accordance with the laws of South Africa and a wholly-owned subsidiary of Celcom Group; 

	
	

	“Celcom Group 
	Celcom Group Limited (Registration number 1998/021219/06), formerly Thetacom (Proprietary) Limited, a public company incorporated in accordance with the laws of South Africa; 

	
	

	“Cell C”
	Cell C (Proprietary) Limited (Registration number 1999/007722/07), a company incorporated in accordance with the laws of South Africa; 

	
	

	“certificated shareholders”
	Celcom Group shareholders who elect to receive certificated shares;

	
	

	“certificated shares”
	Celcom Group shares for which physical Celcom Group share certificates have been issued;

	
	

	“common monetary area”
	the Republic of South Africa, the Kingdoms of Swaziland and Lesotho, and the Republic of Namibia;

	
	

	“Convergence Communications” 
	Convergence Communications (Proprietary) Limited, a private company incorporated in accordance with the laws of South Africa, being the vehicle through which the empowerment consortium holds its shares;

	
	

	“CSDP”
	a Central Securities Depository Participant appointed by a shareholder for purposes of, and in regard to, dematerialisation and to hold and administer securities or an interest in securities on behalf of a shareholder;

	
	

	“DA” or “Designated Advisor”
	Java Capital (Proprietary) Limited (Registration number 2002/031862/07), a company incorporated in accordance with the laws of South Africa;

	
	

	“dematerialised shareholder”
	a holder of shares which have been dematerialised and incorporated into STRATE;

	
	

	“emigrant”
	an emigrant from the Republic whose address is outside the common monetary area;

	
	

	“empowerment consortium” 
	the empowerment consortium described at page 18 of this prospectus; 

	
	

	“exchange control regulations”
	the South African Exchange Control Regulations;

	
	

	“FASA”
	Franchise Association of South Africa;

	
	

	“founding shareholders”
	The S. Brachini Family Trust (Master’s Reference No. […]), The L. Brachini Family Trust (Master’s Reference No. […]), Convergence Communications, Beacham Capital Limited (Registration No. […], a private company incorporated in accordance with the laws of South Africa) and The C. Karpotlakis Family Trust (Master’s Reference No. […]);

	
	

	“GDP”
	gross domestic product;

	
	

	“G Aliferis”
	George Aliferis (Identity number 6902075037086); 

	
	

	“G Morris”
	Guy Richard Morris (Identity number 6101285113007);

	
	

	“Go Mobile”
	Go Mobile (Proprietary) Limited (Registration number 2003/024698/07), a company incorporated in accordance with the laws of South Africa and a wholly-owned subsidiary of Celcom Group; 

	
	

	“government”
	the government of the Republic of South Africa;

	
	

	“group”
	Celcom Group and its subsidiaries from time to time;

	
	

	“ICT”
	the information and communications technology sector on the JSE lists;

	
	

	“independent reporting accountants” or “reporting accountants”
	[Moores Rowland] Chartered Accountants (SA) in respect of the profit forecast and pro forma financial effects on the balance sheet, full details of whom are set out in the inside front cover;

	
	

	“JSE”
	JSE Limited (Registration number 2005/022939/06), licensed as an exchange under the Securities Services Act 2004 (Act 36 of 2004), and a public company duly incorporated in terms of the laws of South Africa;

	
	

	“the listing”
	the proposed listing of the entire issued share capital of the company on AltX, on [Monday, 20 November, 2006];

	
	

	“Machine Logistics”
	Machine Logistics (Proprietary) Limited (Registration number 2003/023887/07), a private company incorporated in accordance with the laws of South Africa and a wholly-owned subsidiary of Celcom Group; 

	
	

	“mobile number portability”
	the ability of subscribers to change service providers and retain their existing cellular numbers;

	
	

	“MTN”
	MTN Group  Limited (Registration number 1994/009584/06), a company incorporated in accordance with the laws of South Africa and listed on the JSE; 

	
	

	“Next Generation Trust”
	the Next Generation Trust (Master’s reference number IT 7038/05) a trust established for the benefit of N Aliferis and/or members of his family;

	
	

	“N Aliferis”
	Nicholoas Aliferis (Identity number 6701145036080); 

	
	

	“non-residents”
	a person whose registered address is outside the common monetary area and who is not an emigrant;

	
	

	“ordinary shares” or “shares”
	ordinary shares of R0,0001 each in the share capital of the company;

	
	

	“private placement” or “placement” 
	the private placement of up to [23 000 000] ordinary shares at [R1,00] per ordinary share to selected institutions, corporations and individuals for cash;

	
	

	“prospectus”
	this prospectus dated [    ] and the appendices thereto;

	
	

	“the Republic” or “South Africa”
	the Republic of South Africa;

	
	

	“shareholders”
	holders of ordinary shares in Celcom Group;

	
	

	“shareholder’s interest”
	in respect of any company, all of the issued shares in and shareholders’ claims against the company;

	
	

	“Shell”
	[Shell Southern Africa (Proprietary) Limited, a private company incorporated in accordance with the laws of South Africa,];

	
	

	“Sommerville and Morris acquisition”
	the acquisition by the Celcom Group of the Vodacom retail franchise business conducted by Sommerville and Morris Partners, with effect from 1 July 2006;

	
	

	“Sommerville and Morris acquisition agreement”
	the written agreement, dated 30 June 2006 (and including all annexures and addendums thereto) entered into between Celcom Group, B Sommerville and G Morris, recording the terms of the Sommerville and Morris acquisition;

	
	

	“Sommerville and Morris Partners”
	a business partnership established by way of written deed, between B Sommerville and G Morris, as equal partners;

	
	

	“switching fees”
	the processing of electronic payments or electronic commerce;

	
	

	“B Sommerville ”
	Blaise Justin Sommerville (identity number 6705255167080);

	
	

	“Standard Bank”
	The Standard Bank of South Africa Limited (Registration number 1962/000738/06), Standard Bank Centre, 3 Simmonds Street, Johannesburg, 2001 (P O Box 61029, Marshalltown, 2107);

	
	

	“STRATE”
	STRATE Limited (registration number 1998/022242/06), a registered Central Securities Depository in terms of the Securities Services Act, 2004;

	
	

	“subsidiaries”
	collectively Celcom, Go Mobile, Machine Logistics, VPS and V Cellular Stores;

	
	

	“Telkom”
	Telkom SA Limited (Registration number 1991/005476/06), a company incorporated in accordance with the laws of South Africa and listed on the JSE and the New York Stock Exchange; 

	
	

	“transfer secretaries”
	Ultra Registrars (Proprietary) Limited, a private company incorporated in accordance with the laws of South Africa, full details of whom are set out in the inside front cover;

	
	

	“V Cellular Stores”
	V Cellular Stores (Proprietary) Limited (Registration number 2005/000823/07), a private company incorporated in accordance with the laws of South Africa and a wholly-owned subsidiary of Celcom Group; 

	
	

	“vendors”
	a vendor in respect of an acquisition, as identified in Appendix [ ];

	
	

	“Vodacom”
	Vodacom (Proprietary) Limited (Registration number 1993/003367/07), a private company incorporated in accordance with the laws of South Africa, and owned equally by Telkom and Vodafone Group; 

	
	

	“Vodacom retail franchise business”
	a business conducted in terms of a franchise agreement entered into with Vodacom Service Provider, which business comprises the operation of specialised communication outlets selling Vodacom products and services;

	
	

	“Vodacom Service Provider”
	Vodacom Service Provider (Proprietary) Limited (Registration number 1991/001471/07), a private company incorporated in accordance with the laws of South Africa, and owned equally by Telkom and Vodafone Group; 

	
	

	“Vodafone Group”
	Vodafone Group Plc, a company incorporated in accordance with the laws of England, and listed on the London stock Exchange;

	
	

	“voice”
	basic telephony by enabling the connection of telephone calls between mobile users;

	
	

	“VOIP”
	voice over internet protocol;

	
	

	“voting pool agreement”
	the agreement entered into between the founding shareholders as of […..] 2006 for the purpose of, inter alia, regulating the manner in which the shares held by them at the listing date are voted at meetings of shareholders;

	
	

	“VPS”
	VPS (Proprietary) Limited (Registration number 2003/011033/07), a private company incorporated in accordance with the laws of South Africa and a wholly-owned subsidiary of Celcom Group; 

	
	

	“Wimax”
	Wimax or 4G is a more powerful version of 3G technology which enables quicker download of larger files and will facilitate further development of the enhancements to be supplied via the mobile phone.

	
	


	PROSPECTUS




9. Introduction and industry background

The Celcom Group operates in the ICT sector, with a focus on mobile communications and related markets.

9.1. The African mobile telecommunications market
Globally, Africa is a key growth market in mobile telephony. With the lowest penetration and highest cellular spend per GDP per head, the medium term subscriber growth rate is second highest after India. 

Due to large infrastructural and services spend on the continent, whether in the context of mobile handsets, network operators or telecommunications equipment, Africa cannot be ignored. Opportunities on the continent will continue to arise through the issue of new and the consolidation of existing licences. Foreign investment, privatisation and market liberalisation will add impetus to growth.

Although there are over 120 mobile operators in Africa, seven major players have emerged, namely Celtel (which operates in 13 African countries), Econet Wireless, Investcom LLC, Millicom, MTN, Vodacom and Orascom Telecoms (listed in Egypt). 

Growth in mobile penetration will slow in South Africa with higher growth rates expected in Egypt and Nigeria. The ARPU is set to fall as users with lower disposable income enter the market. The ARPU to GDP per head in Africa is extremely high in comparison to the rest of the world indicating the reliance placed on mobile communications in Africa. 

9.2. Major players in the South Africa mobile industry
Mobile telecommunications were introduced to South Africa in 1994, with the launch of Vodacom and MTN. Vodacom connected ten thousand subscribers on its first day of operation, and had in excess of 17 million subscribers by December 2005. By March 2005, MTN accounted for a South African subscriber base in excess of 8 million. CellC, the smallest of the 3 networks, was launched in 2001 and achieved a subscriber base of 2,5 million by June 2005.

The increase in these subscriber bases demonstrates the strong growth potential for companies in the mobile telecommunications sector.

The potential overstatement of subscriber numbers by network operators indicates that there is still significant growth to occur in the South African mobile telephony market. In addition, subscriber bases should continue to grow as low-income earners rise through the ranks and increase their disposable income. This bodes well for revenue growth of the Celcom Group as further detailed below. 

The following companies dominate the mobile industry in South Africa. 

9.2.1. MTN
MTN is listed on the JSE Limited as a leading provider of communications services, offering cellular network access and business solutions. It is the second largest network operator in South Africa and operates its GSM network in 8 African countries. MTN collectively services the needs of 17 million subscribers and is seeking to expand its footprint both in Africa and the Middle East.

9.2.2. Vodacom
Vodacom is a pan-African cellular telecommunications company providing a world class GSM service to more than 21,5 million customers in South African, Tanzania, the Democratic Republic of Congo, Lesotho and Mozambique.

It has a 57% share of the South African market and is equally owned by Telkom South Africa and Vodafone Group.

9.2.3. CellC
CellC, the smallest of the 3 networks, was launched in 2001 and achieved a subscriber base of 2,5 million by June 2005. 

9.2.4. Telkom 
Operating as a commercial company since 1991, Telkom is the largest communications services provider in Africa based on revenue and assets. The group consists of fixed line company Telkom and a 50% shareholding in Vodacom, and has been listed on the JSE and New York Stock Exchange since March 2003.

Its services include customer premises equipment and PABX systems, mobile communications, internet services, value added network services and voice over internet protocol services. Telkom is currently the only operator active in all these areas of activity although a second fixed-line network operator has been licensed.

The major shareholders in Telkom are the South African Government with 37,7% and the Public Investment Company with 15,1%.

9.3. Trends in the telecommunications industry
Until recently, mobile telecommunications companies have focussed on voice connections. The next decade is expected to witness a rapid transformation of global communication system from basic telephony to multimedia broadband network with voice, data, video, photos, instant messaging, TV, radio and collaboration on a seamless interconnected wireline, wireless, mobile and satellite network based on internet protocols. This transformation is termed “convergence”.

Developments over the last few years in the use of internet protocol on which the world wide web functions, have turned convergence into an inevitability. These advancements include VOIP, 3G and Wimax.
There is considerable opportunity, in light of the current economic upswing and rapid advancement of technology and effects of convergence, for a proactive integrated telecommunications group to attain and grow significant market share in cellphone-aligned businesses. 

10. Incorporation and history

In 1994, Stefano Brachini, Luca Brachini and Charalambos Karpathakis incorporated Celcom Group. The company began as a provider of cellular phone accessories and progressed to secure import, distribution and packaging rights for original equipment manufacturers including Nokia, Motorola, Sony Ericsson, Siemens and Alcatel. The Celcom Group is expanding into niche areas of the telecommunications industry as further detailed below.

As a “Proudly South African” company, Celcom Group is approximately 20% owned by an empowerment consortium, which includes a broad-based woman’s group that funds previously disadvantaged business projects and charities, and individual members such as Marcel Golding and Franklin Sonn who are capable of assisting Celcom Group to enhance its current client relationships and secure future clients.

The empowerment consortium remains committed to the success of Celcom Group, and have pledged, in terms of the voting pool agreement, to retain [xxx] shareholding for a period of [xxx] years.

The Celcom Group comprises the following operating entities: 

· Celcom;

· VPS;

· Machine Logistics; 

· Go Mobile; and

· V Cellular Stores. 

11. the group structure

The operational companies within the Celcom Group are detailed in the diagram below.


12. nature of the business

Celcom Group was founded in 1994 as a cellphone accessories business. In 2003 the group began diversifying its income streams by capitalising on horizontal and vertical integration opportunities within the mobile telecommunications industry. In addition to organic growth in its cellphone accessory business, the group has acquired and developed specialised telecommunications businesses. The group now comprises:
12.1. Celcom
Celcom is a long-established, market-dominant cellular telephone accessories company in Southern Africa and has business relationships with all three network operators. Supply of accessories extends to all countries in Africa serviced by these networks. The company has developed efficient outsourced distribution channels and provides optimal turnaround times on deliveries.

Flexibility has enabled Celcom to work with the network operators, service providers and dealer channels to educate consumers as to the necessity of accessories. In addition, Celcom’s innovation has seen it pioneer exciting new products for cellular telephone users across the country. From promotions and incentives, to packaging and presentation, it has developed a niche and earned its reputation as the leading accessory supplier in the country.

Its dedication to quality and reputation for reliability has, inter alia, helped Celcom achieve:

· “Exclusive Packaging Partner Status” with Nokia, Motorola and Samsung, giving it the right in respect of original accessories and equipment to import in  bulk, package locally and distribute to wholesale and retail markets; and 

· “Preferred Supplier Status” with Vodacom Service Provider Company and MTN Corporate Warehouse.

Celcom began supplying hands-free car kits and the lower value cellular telephone enhancements such as telephone pouches and portable hands free kits and has grown its range to now supply high-end data and voice enhancements such as digital pens and blue tooth car kits. The company’s range of products will continue to evolve to take advantage of the “data–delivery” revolution sweeping the industry. 

12.2. VPS
VPS owns and exploits intellectual property constituting a broad-use electronic payment mechanism. It has been operating for three years and is already profitable.

Absolute Systems, a service partner to Microsoft in their worldwide ATM software programming, developed a virtual payment software system allowing for the electronic payment for any product or service that is number based. In 2001, Absolute Systems sold this technology to VPS to develop and exploit the intellectual property.

The security of the system lies in its ATM programming software-based design, which is subjected to stringent testing. Secure firewalls separate each of the servers and applications of the system. Stock is received either via Vodacom’s secure Connect Direct system or via a secure file transport protocol system. All stock is encrypted and every merchant has a unique encryption and decryption key.

The VPS token payment system allows for the monitoring and implementation of any prepaid ticket sale and its platform can be expanded from the current delivery of prepaid airtime to the likes of loyalty and rewards programmes, Eskom prepaid electricity, money transfers and tickets for buses, concerts, soccer games and movies. VPS acts as an intermediary between the network operators and the ultimate retailer of, for example, airtime and charges switching fees and transaction fees on a monthly basis to the retailer. The business is highly cash generative as the retailer pays the network operator directly for the use of their airtime negating the cash requirements of holding prepaid airtime inventory.

Amongst other blue-chip clients, VPS has been appointed to supply a virtual voucher recharge warehousing and distribution system for use by Vodacom Service Provider Company’s retail partners, including dealers and franchisees and is contracted with Shell and Total South Africa to procure and deliver prepaid airtime to all of their service station stores.

VPS is also in partnership with Standard Bank regarding access to Standard Bank’s 38 000 points of presence via its credit card terminals, initially for the sale of prepaid airtime with the ultimate goal of selling all tokens via this system.

12.3. Go Mobile
Go Mobile was established in March 2005 to target small to medium enterprises, which have been traditionally neglected by the larger mobile communications service providers, with efficient and value add services relating to mobile phone upgrades, call time package selection and data delivery enhancements. The company is strategically aligned with all three network operators and through its agreement with Nashua Mobile and Nashua Mobile Super Dealer status can offer a range of products and services that span all three networks.

The 2005 financial year was the first year of operations for Go Mobile and it is currently achieving around 100 new connections per month, despite the numerous competitors in this area of activity. The advent of mobile number portability in the latter half of 2006 should see strong growth in new connections.

Go Mobile also provides community telephone services to historically disadvantaged individuals, which enables them to provide public payphone services in their communities. There is considerable demand for these services in rural areas, which are largely under-serviced in respect of telecommunication activity. 

12.4. Machine Logistics
Machine Logistics has recently been established to compete in the technology oriented field of machine-to-machine communication. It has been appointed as agent for two of the leading global machine-to-machine module manufacturers and through these and other relationships it will gain increasing access to cutting-edge technology.

Real time transmission of data between machines via modem will become important in numerous industries. For example, security companies may transmit photos and video clips to cellphones as incidents occur or, a central server in the vending machine environment may transmit data to head office in respect of items that are low or out of stock, cash shortages and machine faults. 

With the advent of 3G and Wimax as delivery mechanisms for data over mobile telephone networks, the executive of the Celcom Group has identified machine-to-machine communications devices as a future area of growth.
12.5. V Cellular Stores
V Cellular Stores has recently been established to afford the group exposure to Vodacom’s retail franchise business model. In terms of the Aliferis acquisition agreement and the Sommerville and Morris acquisition agreement Celcom Group (through its wholly owned subsidiary, V Cellular Stores) has acquired as going concerns, the Vodacom retail franchise businesses conducted by G Aliferis and N Aliferis and Sommerville and Morris Partners. Both businesses operate a chain of Vodacom franchise outlets in excellent locations in the Gauteng region with shops in the region’s premier shopping nodes. The acquisitions bring to the group direct interaction with the retail sector and the complementary businesses provide for cross selling opportunities.

The franchise structure was chosen by Vodacom as the premier route to the market, and has grown to represent nearly 40% of Vodacom’s gross postpaid contract business, 50% of the upgrade business and 55% of the net growth in contract business. These shops provide a walk-in customer care centre, providing specialist assistance to all Vodacom Service Provider subscribers, including, entering into new subscriber connections, upgrading of existing service contracts and handsets, purchase of Vodacom approved accessories, handset repair services and the purchase of prepaid-airtime.

The Aliferis acquisition and the Sommerville and Morris acquisition have the added benefit of bringing B Sommerville, N Aliferis and G Aliferis into the group’s management team. Gach has been appointed as a general manager of V Cellular Stores and in this capacity will continue to actively manage the businesses acquired on a daily basis. This management team has extensive cellular telephone and retail industry experience spanning an aggregate 15 years amongst them.

The establishment of V Cellular Stores represents the beginning of the vertical integration of the Celcom Group along the value chain. [Representation amongst the other network providers is currently being sought.]

As a result of the Aliferis acquisition and the Sommerville and Morris acquisition V Cellular Stores owns 13 Vodacom franchise outlets comprising 10 Vodashops and 3 Vodacom 4 U franchise outlets. These are completely shop-fitted, merchandised and stocked retail outlets situated in the following areas:

· Menlyn Park Shopping Centre, Menlyn, Pretoria;

· Sunnyside, Pretoria;

· Centurion Mall, Centurion;

· Value Mart Centre, Witbank; 

· Safeways Centre, Witbank;

· Westgate Shopping Centre, Roodepoort;

· Cresta Mall, Blackheath;

· Clearwater Mall, Roodepoort;

· Rivonia, Sandton; and

· Boulders Shopping Centre, Midrand.

The Vodashop in Menlyn incorporates an accredited Vodacare repair centre, which is rated amongst the top 3 repair centres in South Africa. The partnership has won Vodacoms annual 082 Excellence Incentives for the past 7 years, while Vodashop Menlyn has been voted by the FASA as the best Franchise in South Africa across all industry sectors in 2003.The partnership has also recently been awarded the Vodacom accolade of the best “Data” stores in the country, signifying the group’s position as a specialist offering unparalleled service to customers across all product lines.

The Vodacare franchise at Westgate incorporates an accredited Vodacare repair centre, which is rated amongst the top 3 repair centres in South Africa. The partnership has won Vodacoms annual 082 Excellence Incentives for the past 7 years.

Vodacom and Vodacom Service Provider have given their written consent to the Aliferis acquisition and Sommerville and Morris acquisition. This consent is subject to certain conditions, including that V Cellular Stores shall be an exclusive provider of Vodacom and VSP Products and Services and will not market and sell the products and services of competing communications networks and that Celcom Group will not directly or through any entity in which it holds an interest sell connections to communications networks which carry on business in competition with Vodacom (this specifically excludes the sale of pre‑paid airtime). Insofar as Celcom Group currently sells connections to communications networks competing with Vodacom, Celcom Group has undertaken to dispose of such undertakings or businesses within a reasonable period.

Further details of the Aliferis acquisition and the Somerville and Morris acquisition and the vendors in respect thereof are set out in Appendix [  ]. 

13. Prospects

The group’s strategy is to capture a variety of income streams across the value chain in the telecommunications industry. Its blend of sustainable mature income streams and strong positioning to secure new future income streams provides shareholders with attractive prospects and potential for capital growth.

Management has the distinctive capability to anticipate industry trends to ensure that the group remains at the forefront of this constantly changing environment, supported by excellent relationships in the industry.

The group is well positioned to benefit from growth in the transmission of data as opposed to voice. In addition, with the network operators’ expansion into Africa, the Celcom Group is well placed to provide bespoke equipment as well as accessories to these fast growing markets.

A listing on AltX will facilitate the group’s acquisition of complementary businesses and will provide the profile to expand its operations and attract new clients.
14. Major shareholders

Details of the major shareholders, the salient details relating to shareholders in the memorandum and articles of association and the voting pool agreement are set out in Appendix [  ]. 

15. Directors and executive management

Details of directors and executive management, including the appointment, remuneration, borrowing powers of directors, and director’s interests and declarations are set out in Appendix [  ].
16. PURPOSE OF PLACEMENT AND LISTING

An amount of [R    ], before share issue and listing expenses, will be raised by the issue of shares for cash to private individuals, corporations and institutions. 

The purposes of the placement and the listing are:

· afford specifically identified members of the public, clients, selected financial institutions and business associates of the group the opportunity to participate directly in the equity of the Celcom Group;

· attract and retain intellectual capital through the incentive of meaningful equity participation for selected individuals;

· raise working capital for the group;

· broaden the group’s shareholder base and to obtain the spread of shareholders required for the listing of its ordinary shares on the JSE;

· enhance investor and general public awareness, including international exposure, of the Celcom Group, its activities and specialised skills; 

· raise capital and have the flexibility of listed shares to allow the company to take advantage of acquisitive growth opportunities; and

· enable the company to gain exposure to foreign investors. 

17. Details of the placement

[The private placement has been underwritten by ________, and is not subject to a minimum subscription being achieved.

No commission was payable in respect of the underwriting, nor any discounts, brokerages or other special terms granted in connection with the issue of any securities, stock or debentures within the preceding 3 years.]

	Offer price per share (cents)
	[100]

	Number of shares offered in terms of the private placement
	[23 000 000]

	Total capital to be raised before expenses 
	[R23 000 000]


17.1. Procedures for acceptance and subscription of shares in Celcom Group
17.1.1. The private placement is open to placees only.

17.1.2. Applicants who wish to subscribe for shares in Celcom Group in terms of the private placement should complete the application form (yellow) attached to and forming part of this prospectus and return same to Ultra Registrars (Pty) Limited, Fifth Floor, 11 Diagonal Street, Johannesburg, 2001 (P O Box 4844, Johannesburg, 2000), so as to be received by no later than 12h00 on [    ].

17.1.3. Applications are irrevocable and may not be withdrawn once received by the transfer secretaries, CSDP’s or brokers.

17.1.4. Application forms must be completed in accordance with the provisions of this prospectus and the instructions contained in the application form (yellow).

17.1.5. Each application will be regarded as a single application.

17.1.6. Applications must be for a minimum of [500] shares and in multiples of [100] shares thereafter.

17.1.7. Shares may not be applied for in the name of a minor or a deceased estate. No documentary evidence of capacity need accompany the application form, but Celcom Group reserves the right to call upon any applicant to submit such evidence for noting, which evidence will be returned at the risk of the applicant.

17.1.8. Shares will only be traded in electronic form and accordingly all shareholders who elect to receive certificated shares will first have to dematerialise their share certificates should they wish to trade therein. Applicants are advised that it takes between five and ten days to dematerialise their certificated shares depending on the volumes being processed by STRATE at the time of dematerialisation.

17.1.9. Application for uncertificated shares where the applicant has a CSDP or broker
17.1.9.1. Applications may only be made on the relevant application form attached to this prospectus.  Photocopies or other reproductions will be rejected.

17.1.9.2. The application form must be completed and delivered to their duly appointed CSDP or broker, as the case may be, by the time and date stipulated in the agreement governing their relationship with their CSDP or broker, together with the method of payment as stipulated in such agreement.

17.1.9.3. The brokers will collate all their respective applications and forward the instruction to the brokers’ nominated CSDP’s; and

17.1.9.4. The CSDP’s will collate all the applications received from brokers and/or applicants and notify the transfer secretaries.

17.1.9.5. Brokers and CSDP’s will be notified by the transfer secretaries on the second business day following the closing of the private placement of their allocation in respect thereof.

17.1.9.6. Payment will be on a delivery versus payment basis.

17.1.10. Applications for certificated shares
17.1.10.1. Applications may only be made on the relevant application form attached to this prospectus. Photocopies or other reproductions will be rejected.

17.1.10.2. Applicants who wish to receive their allocated shares in certificated form must complete and return the attached offer application (yellow) to the transfer secretaries as detailed in paragraph 9.1.10.3 below.

17.1.10.3. Payments by applicants for certificated shares may only be made by cheque or banker’s draft.  Postal orders, cash or telegraphic transfers will not be accepted.  The cheque or banker’s draft must be attached to and submitted with the relevant application form.  Cheques must be crossed “Not Transferable” and made payable in favour of “Ultra Registrars - Celcom Group Offer”, and delivered to:

Ultra Registrars (Pty) Limited

Fifth Floor, 11 Diagonal Street

Johannesburg, 2001

or posted, at the risk of the person concerned, to:

Ultra Registrars (Pty) Limited

P O Box 4844

Johannesburg, 2000

as soon as possible so as to be received by not later than 12h00 on [    ].

17.1.10.4. Each envelope should contain one application form and must be clearly marked “Ultra Registrars - Celcom Group Offer”.

17.1.10.5. No receipts will be issued for applications and remittances and applications will only be regarded as complete when the relevant cheque/banker’s draft has been paid.  All cheques/banker’s drafts will be deposited by the transfer secretaries immediately upon receipt. Should any cheque/banker’s draft be dishonoured, the directors of Celcom Group may, in their absolute discretion, regard the relevant application as revoked or take such steps in regard thereto as they may deem fit.

17.1.10.6. All monies received in respect of applications will be held by the transfer secretaries in a designated trust account with a registered South African bank.  

17.1.11. Disadvantages of holding shares in certificated form
17.1.11.1. The current risks associated with holding shares in certificated form, including the risk of loss or tainted scrip, remain.

17.1.11.2. At the point at which the shareholder wishes to transact on the JSE, he will be required to appoint a CSDP or broker and to dematerialise the shares prior to the broker being able to transact in the shares.  The shareholder will have no recourse in the event of delays occasioned by the validation process or the acceptance or otherwise of the shares by a CSDP.

17.1.12. Application monies
17.1.12.1. The amount due on application is payable in full in the currency of South Africa.

17.1.12.2. In the event of an application being accepted for a lesser number of shares than that applied for, any application monies or surplus application monies paid (as the case may be), will be refunded by the transfer secretaries, by cheque drawn on a bank in South African currency, inclusive of interest and net of banking charges, and posted by ordinary post at the risk of the applicant concerned, on or about [    ], in respect of those applicants wishing to receive physical share certificates.

17.1.12.3. Dematerialised shareholders must refer to the agreement governing their relationship with their CSDP or broker. Payment will be on a delivery versus payment basis.

17.1.13. Issue of shares
17.1.13.1. All shares offered in terms of this prospectus will be issued at the expense of Celcom Group.

17.1.13.2. All shares issued in terms of this prospectus will be allotted subject to the provisions of Celcom Group’s memorandum and articles of association and will rank pari passu in all respects with the existing ordinary shares in issue.

17.1.13.3. Celcom Group will use the “certified transfer deeds and other temporary documents of title” procedure approved by the JSE and only “block” certificates will be issued for the shares allotted in terms of this prospectus.

17.1.13.4. In respect of those applicants who opt to receive physical share certificates, the share certificates will be posted by registered post on or about [    ] to the address shown in the application form. No contrary instructions will be accepted.  Celcom Group and the transfer secretaries accept no liability for share certificates that may be lost in the post. No request for the issue of replacement certificates will be considered before [    ] and thereafter only in writing and accompanied by an acceptable indemnity. In respect of those applicants who opt for uncertificated shares, their duly appointed CSDP’s or broker’s account will be credited on [    ].

17.1.13.5. Shares will be allocated in certificated form if the application form is received by the transfer secretaries directly from the applicant.

17.1.13.6. Celcom Group shares will trade on the JSE using the STRATE settlement and clearing system.  The principle features of STRATE are as follows:

· Trades executed on the JSE must be settled within five business days;

· There will be penalties for late settlement;

· Electronic record of ownership replaces share certificates and physical delivery of certificates; and

· All investors are required to appoint either a broker or CSDP to act on their behalf and to handle all settlement requirements.

17.1.14. Statement as to listing on the JSE
The JSE has approved, subject to the achievement of the required spread of shareholders, for the listing of [204 609 300] Celcom Group shares with effect from the commencement of business on [     ] on Altx under the abbreviated name [“_____”], share code [   ] and ISIN [            ]. At the date of this prospectus all the relevant Listings Requirements of the JSE have been complied with.  The shares will not be listed on any other exchange.

17.1.15. South African Exchange Control Regulations
The following summary is intended as a guide only and is therefore not comprehensive. If you are in any doubt in regard thereto, please consult your professional advisor. In terms of the South African Exchange Control Regulations:

· a former resident of the common monetary area who has emigrated may use emigrant blocked funds to subscribe for shares in terms of the prospectus;

· all payments in respect of the subscriptions for shares by an emigrant using emigrant blocked funds must be made through the authorised dealer in foreign exchange controlling the blocked assets;

· any share certificates that might be issued pursuant to the use of emigrant blocked funds will be endorsed “non‑resident” and will be sent to the authorised dealer in foreign exchange through whom the payment was made; and

· if applicable, refund monies payable in respect of unsuccessful applications or partly successful applications, as the case may be, for shares in terms of the prospectus emanating from emigrant blocked accounts will be returned to the authorised dealer in foreign exchange through whom the payments were made, for credit to such applicant’s blocked accounts.

17.1.16. Applicants resident outside the common monetary area
17.1.16.1. A person who is not resident in the common monetary area should obtain advice as to whether any Government and/or legal consent is required and/or whether any other formality must be observed to enable an application to be made in terms of the offers.

17.1.16.2. This prospectus is accordingly not a placement in any area or jurisdiction in which it is illegal to make such an offer. In such circumstances this prospectus is provided for information purposes only. All share certificates issued to non‑residents of South Africa will be endorsed “non‑resident” in terms of the Exchange Control Regulations. A statement issued to dematerialised linked unitholders will be restrictively endorsed “non‑resident”. 

18. MATERIAL CHANGES

The directors report that there have been no material changes in the financial or trading position of the Celcom Group since 31 March 2006, other than in the ordinary course of business or as set out in this prospectus.

19. FINANCIAL INFORMATION AND PROFIT FORECAST

Profit forecast

Set out below is the profit forecast of the group for the year ending 30 June 2007 and 2008. The forecast must be read in conjunction with the independent reporting accountants’ report thereon reproduced in Appendix [  ] hereto.

	
	Forecast for the 

year ending

30 June 2007
	Forecast for the 

year ending 

30 June 2008

	
	(R 000’s)
	(R 000’s)

	Revenue
	684,270
	994,874

	Cost of sales
	(603,980)
	(890,339)

	Gross profit
	80,290
	104,535

	Operating expenses
	(53,440)
	(67,653)

	Profit from operations
	26,850
	36,882

	Amortisation of intangibles
	(7,238)
	(7,238)

	Net finance (costs) / income
	326
	2,076

	Profit / (loss) before tax
	19,938
	31,720

	Taxation
	(8,145)
	(12,288)

	Profit after tax
	11,793
	19,432

	Amortisation of intangibles
	7,238
	7,238

	Headline earnings
	19,031
	26,670

	Pre-acquisition profit
	2,971
	-

	Core earnings
	22,002
	26,670

	Key ratios and assumptions
	
	

	Revenue growth
	47%
	45%

	Gross profit percentage
	12%
	11%

	Change in operating expenses
	18%
	27%

	Operating profit percentage
	4%
	4%

	Core earnings growth
	21%
	21%


The forecast income statements of Celcom Group has been prepared by way of performing detailed forecasts of each one of the underlying subsidiaries with the following material assumptions:

· income has been budgeted on historical levels and factoring in growth arising from the following new ventures being pursued by the group:

· expansion of cellular accessories into African markets;

· supply of machine to machine communication devices into the South African cellular communications market;

· high profile partnerships in VPS;

· no events will occur to interrupt existing business relationships and contracts; 

· operating expenses are based on historical costs with inflationary adjustments where appropriate. Additional costs have been included to reflect that Celcom Group will be listed with the concomitant increase in infrastructural and human resource expenditure;

· amortisation of intangible assets have been calculated over periods of 5 to 20 years;

· the capital raising will be fully subscribed;

· an overdraft of R15 million has been raised to facilitate the necessary corporate actions repayable at R1 million per month with interest thereon budgeted for at prime;

· interest on cash resources have been budgeted at 6% per annum;

· no further acquisitions will be made in the forecast period; and

· in terms of IFRS 3 the income arising from V Cellular Stores for the period 1 July to 30 September 2006 has been reversed against the cost of the investment.
Historical financial information

The joint auditors have provided an unqualified audit report on Celcom Group annual financial statements for the year ended 31 March 2006. Appendix [   ] contains the following extracts from the annual financial statements for the financial year ended 31 March 2006:

· the group income statement for the year ended 31 March 2006;

· the group balance sheet at 31 March 2006;

· the group cash flow statement for the year ended 31 March 2006;

· the group statement of changes in equity for the year ended 31 March 2006;

· principle accounting policies of the group for the year ended 31 March 2006; and

· principle notes from the 2006 annual financial statements.

The financial statements for the 13 month period ending 31 March 2006 in respect of the Vodacom retail franchise business acquired from Sommerville and Morris Partners is set out in Appendix [  ]. The auditors report in respect of these financial statements is set out in Appendix [  ].

The financial statements for the 13 month period ending 31 March 2006 in respect of the Vodacom retail franchise acquired from G Aliferis and N Aliferis is set out in Appendix [  ]. The auditors report in respect of these financial statements is set out in Appendix [  ].

Pro forma financial information

The pro forma balance sheet and income statement are provided for illustrative purposes only to illustrate the effects of the capital raising and the placement on the group’s results and financial position. Due to the nature of the pro forma financial information, it may not give a realistic picture of the group’s financial results and position after the capital raising and the placement. The reporting accountant’s report on the pro forma balance sheet and income statement is included as Appendix [  ]. The pro forma effects are based on the audited group results at [    ] as set out in Appendix [  ].

	Pro forma balance sheet
	Audited at

31 March 2006 1
	
	Acquisition adjustments 2
	
	Pro forma after the acquisitions 
	
	Placement adjustments 3
	
	Pro forma after the acquisitions and placement

	
	R000’s
	
	R000’s
	
	R000’s
	
	R000’s
	
	R000’s

	
	
	
	
	
	
	
	
	
	

	Assets
	5,361
	
	58,744
	
	64,105
	
	-
	
	64,105

	Furniture, fittings and equipment
	1,995
	
	665
	
	2,660
	
	-
	
	-

	Goodwill
	2,184
	
	22,146
	
	24,329
	
	-
	
	-

	Intangibles
	1,020
	
	35,933
	
	36,953
	
	-
	
	-

	Deferred tax
	162
	
	-
	
	162
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	

	Current assets
	46,762
	
	-
	
	46,762
	
	6,835
	
	53,597

	Inventories
	15,935
	
	-
	
	15,935
	
	-
	
	15,935

	Trade and other receivables
	19,903
	
	-
	
	19,903
	
	-
	
	19,903

	Taxation receivable
	236
	
	-
	
	236
	
	-
	
	236

	Cash and equivalents
	10,688
	
	-
	
	10,688
	
	6,835
	
	17,523

	 
	
	
	
	
	
	
	
	
	

	Total assets
	52,123
	
	58,744
	
	110,867
	
	6,835
	
	117,702

	
	
	
	
	
	
	
	
	
	

	Equity
	21,759
	
	27,497
	
	49,256
	
	21,835
	
	71,091

	Share capital 
	6,801
	
	27,497
	
	34,298
	
	21,835
	
	56,133

	Accumulated profits
	14,958
	
	-
	
	14,958
	
	-
	
	14,958

	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Non-current liabilities
	441
	
	30,981
	
	31,422
	
	(15,000)
	
	16,422

	Interest- bearing liabilities
	441
	
	30,981
	
	31,422
	
	(15,000)
	
	16,422

	
	
	
	
	
	
	
	
	
	

	Current liabilities
	29,923
	
	265
	
	30,188
	
	-
	
	30,188

	Trade and other payables
	23,500
	
	265
	
	23,765
	
	-
	
	23,765

	Interest bearing liabilities
	403
	
	-
	
	403
	
	-
	
	403

	Bank overdraft
	6,020
	
	-
	
	6,020
	
	-
	
	6,020

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Total liabilities and shareholders’ equity
	52,123
	
	58,744
	
	110,867
	
	6,835
	
	117,702

	Number of shares in issue (‘000)
	131,500
	
	50,109
	
	181,609
	
	23,000]
	
	204,609

	Pro forma net asset value per share (cents)
	16.55
	
	54.87
	
	27.12
	
	
	
	34.75

	Pro forma net tangible asset value per share (cents)
	14.11
	
	(61.03)
	
	(6.62)
	
	
	
	4.79


Note:

The pro forma balance sheet has been prepared on the basis that the placement was completed on 31 March 2006.

1. Extracted from the audited financial statements of Celcom Group at 31 March 2006;

2. Represents the effects of the acquisition of V Cellular Stores; and

3. Represents the proceeds from the placement, after writing off some costs to share premium, and the reduction of interest bearing liabilities as applicable.

Details of the company’s capital structure at the date of listing and post the placement is set out in paragraph [   ].

	Pro forma income statement
	Audited for the 12 months ending

31 March 2006
	Acquisition adjustments
	Pro forma after the acquisitions
	Placement adjustments
	Pro forma after the acquisition and placement

	
	R000’s
	R000’s
	R000’s
	R000’s
	R000’s

	
	
	
	
	
	

	Revenue
	205,867
	259,155
	465,022
	-
	465,022

	
	
	
	
	
	

	Operating loss before interest
	9,473
	15,811
	25,284
	-
	25,284

	Net interest received/(paid)
	14
	9
	23
	-
	23

	Amortisation of intangible
	-
	(7,238)
	(7,238)
	-
	(7,238)

	Net profit before tax
	9,487
	8,582
	18,069
	-
	18,069

	Taxation
	(2,565)
	(2,489)
	(5,054)
	-
	(5,054)

	Profit after tax
	6,922
	6,093
	13,015
	-
	13,015

	
	
	
	
	
	

	Pro forma weighted average shares in issue (000)
	131,500
	50,109
	181,609
	23,000
	204,609

	Pro forma earnings per share (cents)
	5.26
	
	7.17
	
	6.36

	Pro forma headline earnings per share (cents)
	5.26
	
	11.15
	
	9.90

	Reconciliation of headline earnings
	
	
	
	
	

	Profit after tax
	6,922
	
	13,015
	
	13,015

	Amortisation of intangible
	-
	
	7,238
	
	7,238

	Headline earnings
	6,922
	
	20,253
	
	20,253


Note:

The pro forma income statement is prepared on the basis that the acquisition of V Cellular Stores and the placement took place on 1 April 2005, after providing for tax at 29%.    

20. DIVIDENDS

It is the intention of the company to re-consider its dividend policy once the company has achieved mature growth, and periodically thereafter in light of prevailing circumstances and future cash requirements. Initially all earnings generated by the company will be utilised to fund future growth.

Any dividends not claimed for a period of not less than three years from the date on which such dividends became payable, may be forfeited for the benefit of the company.

There is no arrangement under which future dividends will be waived or agreed to be waived.

No dividends have been declared by the company since its incorporation or by its subsidiaries in the past three financial years.
21. PRELIMINARY EXPENSES AND ISSUE EXPENSES

The expenses provided for in connection with the listing and will be settled out of the proceeds thereof are set out in Appendix [  ].

22. CAPITAL COMMITMENTS, LEASE PAYMENTS AND CONTINGENT LIABILITIES 

The capital commitments, lease payments and contingent liabilities of the group at 31 March 2006 are set out in Appendix [  ]. There have been no material changes to the capital commitments, lease payments and contingent liabilities of the company since that date, other than as disclosed in this document.

23. LOANS AND BORROWING POWERS 

Save as disclosed in Appendix [  ], the group has not received any material loans. The borrowing powers of the group have not been exceeded during the three years preceding the date of this prospectus.

The group has undertaken no off-balance sheet financing at 31 March 2006 or at the date of this prospectus.

24. PROPERTY AND SUBSIDIARIES ACQUIRED OR TO BE ACQUIRED AND SHARES ISSUED OTHERWISE THAN FOR CASH

Other than as set out in this prospectus, no property or subsidiaries have been acquired by the group within the past three years. Details of the subsidiaries and businesses acquired are set out in Appendix [  ].

25. SHARES ISSUED OTHERWISE THAN FOR CASH

Save as set out in paragraph [  ] and in terms of the acquisitions, no shares were issued or agreed to be issued by the company or any of its subsidiaries during the past 3 years otherwise than for cash. 
26. PROPERTY AND SUBSIDIARIES DISPOSED OR TO BE DISPOSED OF

Details of the property and subsidiaries disposed of within the preceding three years by the company is set out in Appendix [  ]. No property or subsidiaries are to be disposed of in the first six months after the commencement of the listing.

27. PRINCIPAL IMMOVABLE PROPERTY OWNED AND LEASED 

Details of the principle immovable property leased by the company and/or its subsidiaries is set out in Appendix [  ]. The group does not own any immovable property.
28. DETAILS OF SUBSIDIARIES

Details of the company’s subsidiaries are set out Appendix [  ].

29. capital STRUCTURE

The salient features of the company’s capital structure is set out in Appendix [  ].

30. ADEQUACY OF CAPITAL

The directors of the company are of the opinion that the issued share capital of the company and the working capital resources of the group are adequate for its current and foreseeable future requirements.

31. OPTIONS AND PREFERENTIAL RIGHTS IN RESPECT OF SHARES 

Save as disclosed in the share incentive scheme, the salient features of which are set out in Appendix [  ], there are no contracts or arrangements, either actual or proposed, whereby any option or preferential right of any kind has been or will be given to any person to subscribe for any shares in the company or its subsidiaries.

32. ALTERATIONS TO SHARE CAPITAL AND PREMIUM ON SHARE ISSUES

Alterations to the share capital of the company during the three years preceding the date of this document are set out in Appendix [   ].

33. SHARE INCENTIVE SCHEME

The directors of the company have established a share incentive scheme for the benefit of executive directors and employees of the group. The salient features are set out in Appendix [  ].

34. MATERIAL CONTRACTS

Material contracts, which have been entered into by the group during the two years preceding the date of this document, other than in the ordinary course of business, are detailed in Appendix [ ].The group is not subject to any management or royalty agreements. The group has not paid any material technical or secretarial fees during the three years preceding the issue of this prospectus.

Other than disclosed in this prospectus, the group has not paid any commission or consideration other than in the normal course of business during the three years preceding the date of this prospectus.

The group has not entered into any promoters’ agreements during the three years preceding the date of this prospectus.
35. LITIGATION STATEMENT 

There are no legal or arbitration proceedings which may have, or have during the twelve months preceding the date of this prospectus, had a material effect on the financial position of the group. The company is not aware of any proceedings that would have a material effect on the financial position of the group or the companies or businesses which are the subject of the Somerville and Morris acquisition or which are pending or threatened against the company or such companies or businesses.
36. ADVISORS’ INTEREST

Java Capital Investments (Proprietary) Limited, an associate of the DA, holds [1,000,000] shares in the company. Other than this none of the advisors, whose names are set out on page 2, hold any shares in or have agreed to acquire any shares in the company at the date of this prospectus.
37. CONSENTS

Each of the company’s advisors and the transfer secretaries have consented in writing to act in the capacities stated and to their names appearing in this prospectus and have not withdrawn their consent prior to the publication of this prospectus.

38. KING CODE

The company’s corporate governance report is set out in Appendix [  ]. 

39. DIRECTORS’ RESPONSIBILITY STATEMENT

The directors, whose names are set out in paragraph [  ] on page [   ] of this document collectively and individually accept full responsibility for the accuracy of the information given and certify that to the best of their knowledge and belief there are no other facts the omission of which would make any statement false or misleading and that they have made all reasonable enquiries to ascertain such facts and that this prospectus contains all information required by law and the JSE Listing Requirements.

40. DOCUMENTS AVAILABLE FOR INSPECTION 
Copies of the following documents which have been submitted to the Registrar of Companies will be available for inspection at Java Capital’s offices, 2 Arnold Road, Rosebank, 2196, at any time during normal business hours from 08h30 to 17h00 for a period of 21 days from the date of this prospectus:

· the memorandum and articles of association of the company;

· the signed reports by the joint auditors and independent reporting accountants, the texts of which are set out in Appendix [  ], Appendix [  ] and Appendix [  ];

· the written consents of the company’s advisors and transfer secretaries to act in those capacities, which consents have not been withdrawn prior to publication;

· the company share incentive scheme;

· the significant agreements referred to under “Material contracts” as set out in paragraph 26 of this prospectus; and

· the audited annual financial statements of Celcom Group for the preceding financial year.

41. PARAGRAPHS OF SCHEDULE 3 WHICH ARE NOT APPLICABLE

The numbers of the paragraphs in Schedule 3 of the Companies Act which are not applicable are, 1(b), 2(d), 6(a)(ii), 6(d), 6(e)(ii), 6(g), 6(h), 8(b), 8(d), 9(b), 18(b), 20(b), 21, 24, 26, 27, 28, 29 and 30.
Signed in Johannesburg by or on behalf of all the directors of the company on [     ].

	[    ]
	
	[    ]

	
	
	

	
	
	

	
	
	

	[    ]
	
	[    ]

	
	
	

	
	
	

	
	
	

	[    ]
	
	[    ]

	
	
	

	
	
	

	
	
	

	[    ]
	
	

	
	
	


Appendix 1
	DETAILS OF VENDORS




Celcom Group (acting through its wholly owned subsidiary V Cellular Stores) has in terms of the Aliferis acquisition agreement and the Sommerville and Morris acquisition agreement acquired as going concerns the Vodacom retail franchise businesses conducted by G Aliferis and N Aliferis and Sommerville and Morris Partners.

The aggregate purchase price payable for the acquisitions, being[ R59 277 183] is to be discharged as follows:

· by way of the allotment and issue by Celcom Group of [   ] ordinary shares at an issue price of [   ] cents per ordinary share;

· the payment of [R30 980 680] in cash.
The acquisitions were effective from 1 July 2006, from which date the group became entitled to all the risks and rewards of ownership. 

Celcom Group has agreed that both G Aliferis and B Sommerville will be appointed as directors of the company, subject to the consent of Vodacom and each being duly qualified in terms of the Act and the Listings Requirements of the JSE. 

The Aliferis and the Sommerville and Morris acquisition agreements are subject to the normal warranties applicable to an acquisition of this nature.

The Sommerville and Morris acquisition

In terms of the Sommerville and Morris acquisition agreement, the franchise agreements in terms of which Sommerville and Morris Partners operate their Vodacom retail franchise business, the fixtures and fittings and employee service contracts have been acquired by V Cellular Stores with effect from 1 July 2006, for an aggregate purchase price of R[29 796 000], payable: 

· as to R[14 249 331] in cash; and

· by way of the allotment and issue by Celcom Group to Sommerville and Morris Partners of [   ] ordinary shares at [   ] cents per ordinary share.

R[10 046 314] of the purchase price was attributable to goodwill. 

The 7 Vodacom retail outlets operated by Sommerville and Morris Partners are as follows:

	Store
	Physical Address

	
	

	Vodashop Centurion
	Shop 131B, Centurion Centre, Pretoria

	Vodashop Kempton Park
	Shop 75, Festival Mall, Kempton Park, Johannesburg

	Vodashop Menlyn
	Shop G69, Menlyn Park Shopping Centre, Pretoria

	Vodacom 4 U Menlyn
	Shop G73, Menlyn Park Shopping Centre, Pretoria

	Vodashop Sunnyside
	Shop 405, Sunnyside Ancore Centre, Pretoria

	Vodashop Witbank
	Shop 5C, Saveway Crescent Centre, Witbank

	Vodacom 4 U Witbank
	Shop 34C, Saveway Crescent Centre, Witbank

	
	


The Aliferis acquisition

In terms of the Aliferis acquisition agreement, the franchise agreements in terms of which G Aliferis and N Aliferis operate their Vodacom retail franchise business, the fixtures and fittings and employee service contracts have been acquired by V Cellular Stores with effect from 1 July 2006, for an aggregate purchase price of R[34 864 000], payable:

· as to R[16 731 352] in cash; and

· by way of the allotment and issue by Celcom Group to G Aliferis, N Aliferis, The Next Generation Trust and The Alifam Trust of [   ] ordinary shares at [   ] cents per ordinary share.

R[12 099 195] of the purchase price was attributable to goodwill.

The 6 Vodacom retail outlets operated by G Aliferis and N Aliferis are as follows:

	Store
	Physical Address

	
	

	Vodacare Westgate
	Shop 4, Westgate Regional Shopping Centre, Roodepoort, Johannesburg

	Vodashop Westgate
	Shop 109, Westgate Regional Shopping Centre, Roodepoort, Johannesburg

	Vodashop Cresta
	Shop U58, Cresta Shopping Centre, Beyers Naude Drive, Blackheath, Johannesburg

	Vodashop Rivonia
	Shop G13, Rivonia Mutual Village, Rivonia Road, Johannesburg

	Vodacom 4 U Clearwaters
	Shop LM147, Clearwater Shopping Centre, Johannesburg

	Vodashop Boulders
	Shop 26, Boulders Shopping Centre, Midrand, Johannesburg


Further disclosure in respect of the vendors.
· Save as disclosed in this prospectus, no material purchases of assets, not in the ordinary course of business, by the company or its subsidiaries occurred in the preceding three years.

1. The vendors did not guarantee the book debts as the book debts were not acquired by Celcom Group.

2. The acquisition agreement precludes the vendors from competing with the business of the company and service and restraint agreements have been concluded with all the shareholders or members of the vendors who were involved with the management of the business.

3. Any liability for accrued taxation is for the account of the vendors.

4. Save as disclosed in this prospectus, no shareholder, promoter or director had any beneficial interest in the acquisition and no amount has been paid by the company in the three years preceding the date of this prospectus or is proposed to be paid to any promoter or director.

5. The assets acquired from the vendors have been transferred into the name of V Cellular Stores and have not been ceded or pledged as security.

Appendix 2

EXTRACTS FROM THE GROUP AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 March 2006

The following has been extracted from the group audited financial statements for the year ended 31 March 2006. 

“CELCOM GROUP (PROPRIETARY) LIMITED

BALANCE SHEETS AT 31 MARCH 2006 

	
	
	Group
	
	Company

	
	
	2006
	
	2005
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	ASSETS
	
	
	
	
	
	
	
	

	Non-current assets
	
	5 361 453
	
	5 864 685
	
	6 800 200
	
	6 800 200

	Plant and equipment
	2
	1 995 474
	
	2 648 202
	
	-
	
	-

	Goodwill
	3
	2 183 856
	
	2 183 856
	
	-
	
	-

	Trademarks
	4
	1 020 000
	
	-
	
	-
	
	-

	Deferred taxation
	5
	162 123
	
	15 045
	
	-
	
	-

	Investment in subsidiaries
	6
	-
	
	-
	
	6 800 200
	
	6 800 200

	Loan to company controlled by director
	
	-
	
	1 017 582
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	Current assets
	
	46 762 213
	
	25 722 199
	
	-
	
	-

	Inventory
	7
	15 934 960
	
	7 265 494
	
	-
	
	-

	Trade and other receivables
	
	19 902 737
	
	15 691 613
	
	
	
	-

	Cash and cash equivalents
	
	10 688 034
	
	2 765 092
	
	-
	
	-

	Taxation
	
	236 482
	
	-
	
	-
	
	-

	Total assets
	
	52 123 666
	
	31 586 884
	
	6 800 200
	
	6 800 200

	
	
	
	
	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	
	
	
	
	

	Capital and reserves
	
	21 759 245
	
	14 836 699
	
	6 750 795
	
	6 765 481

	Share capital
	8
	6 800 800
	
	6 800 800
	
	6 800 800
	
	6 800 800

	Accumulated profits (losses)
	
	14 958 445
	
	8 035 899
	
	(50 005)
	
	(35 319)

	
	
	
	
	
	
	
	
	

	Non-current liabilities
	
	441 012
	
	6 900 561
	
	-
	
	-

	Interest bearing borrowings
	9
	441 012
	
	1 085 758
	
	-
	
	-

	Non-interest bearing borrowings
	10
	-
	
	5 814 80
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	Current liabilities
	
	29 923 409
	
	9 849 624
	
	49 405 
	
	34 719

	Trade and other payables
	
	23 500 323
	
	7 078 930
	
	6 850
	
	6 850

	Current portion of interest bearing
	
	
	
	
	
	
	
	

	borrowings
	9
	402 75
	
	456 164
	
	-
	
	-

	Taxation
	
	-
	
	213 756
	
	-
	
	-

	Bank
	
	6 020 332
	
	2 100 774
	
	-
	
	-

	Loans to subsidiaries
	6
	-
	
	-
	
	42 555
	
	27 869

	Total equities and liabilities
	
	52 123 666
	
	31 586 884
	
	6 800 200
	
	6 800 200


STATEMENTS OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2006  

	GROUP
	
	Share capital
	
	Accumulated profit
	
	Total

	
	
	R
	
	R
	
	R

	
	
	
	
	
	
	

	Balance at 1 April 2004
	
	6 800 000
	
	383 510
	
	7 183 510

	Share issue
	
	800
	
	-
	
	800

	Net profit for the year
	
	-
	
	7 652 389
	
	7 652 389

	Balance at 31 March 2005 
	
	6 800 800
	
	8 035 899
	
	14 836 699

	Net profit for the year
	
	-
	
	6 922 546
	
	6 922 546

	Balance at 31 March 2006
	
	6 800 800
	
	14 958 445
	
	21 759 245

	
	
	
	
	
	
	

	COMPANY
	
	Share Capital
	
	Accumulated losses
	
	Total

	
	
	R
	
	R
	
	R

	
	
	
	
	
	
	

	Balance at 1 April 2004
	
	6 800 000
	
	(13 519)
	
	6 786 481

	Share issue
	
	800
	
	-
	
	800

	Net loss for the year
	
	-
	
	(21 800)
	
	(21 800)

	Balance at 31 March 2005
	
	6 800 800
	
	(35 319)
	
	6 765 481

	Net loss for the year
	
	-
	
	(14 686)
	
	(14 686)

	Balance at 31 March 2006
	
	6 800 800
	
	(50 005)
	
	6 750 795


INCOME STATEMENTS FOR THE YEAR ENDED 31 MARCH 2006  

	
	
	Group
	
	Company

	
	
	2006  
	
	2005   
	
	2006   
	
	2005  

	
	Note
	R    
	
	R     
	
	R    
	
	   R    

	
	
	
	
	
	
	
	
	

	Revenue
	11
	205 867 165
	
	115 651 357
	
	-
	
	-

	Cost of sales
	
	(177 851 067)
	
	(90 835 907)
	
	
	
	-

	Gross profit
	
	28 016 098
	
	24 815 450
	
	-
	
	-

	Operating income 
	
	703 594
	
	366 462
	
	-
	
	-

	Operating expenses
	
	(19 232 603)
	
	(14 515 450)
	
	(14 686)
	
	(21 800)

	Profit (loss) before taxation
	12
	9 487 089
	
	10 666 462
	
	(14 686)
	
	(21 800)

	Taxation
	13
	(2 564 543)
	
	(3 014 073)
	
	-
	
	-

	Profit (loss) for the year
	
	6 922 546
	
	7 652 389
	
	(14 686)
	
	(21 800)


CASH FLOW STATEMENTS FOR THE YEAR ENDED 31 MARCH 2006  

	
	
	Group
	
	Company

	
	
	2006  
	
	2005  
	
	2006   
	
	2005  

	
	Note
	R
	
	R
	
	R
	
	R

	
	
	
	
	
	
	
	
	

	Cash flows from operating activities
	
	
	
	
	
	
	
	

	Cash generated from operations
	15.1
	14 181 959
	
	3 850 550
	
	- 
	
	- 

	Finance costs
	
	(210 194)
	
	(187 961)
	
	- 
	
	- 

	Interest received
	
	224 460
	
	122 323
	
	- 
	
	- 

	Taxation paid
	15.2
	(3 161 858)
	
	(2 712 000)
	
	- 
	
	- 

	Net cash inflow from operating activities
	
	11 034 367
	
	1 072 912
	
	- 
	
	- 

	
	
	
	
	
	
	
	
	

	Cash flows from investing activities
	
	(1 535 606)
	
	(2 265 013)
	
	- 
	
	- 

	Acquisition of plant and equipment
	
	(1 055 256)
	
	(2 431 422)
	
	- 
	
	- 

	Proceeds on disposal of plant
	
	
	
	
	
	- 
	
	- 

	and equipment
	
	539 650
	
	166 409
	
	- 
	
	- 

	Acquisition of trademarks
	
	(1 020 000)
	
	-
	
	- 
	
	- 

	Cash flows from financing activities
	
	(5 495 377)
	
	(71 400)
	
	- 
	
	- 

	Proceeds from share issue
	
	-
	
	800
	
	- 
	
	- 

	(Decrease) increase in interest bearing borrowings
	
	(698 156)
	
	910 429
	
	- 
	
	- 

	Decrease (increase) in loan to company controlled by directors
	
	1 017 582
	
	(358 629)
	
	- 
	
	- 

	Decrease in non-interest bearing borrowings
	
	(5 814 803)
	
	(624 000)
	
	- 
	
	- 

	Net increase (decrease) in cash and cash equivalents
	
	4 003 384
	
	(1 263 501)
	
	- 
	
	- 

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at beginning of year
	
	664 318
	
	1 927 819
	
	- 
	
	- 

	Cash and cash equivalents at end of year
	
	4 667 702
	
	664 318
	
	- 
	
	- 

	
	
	
	
	
	
	
	
	


CELCOM GROUP (PROPRIETARY) LIMITEDAND ITS SUBSIDIARIES

SUMMARY OF ACCOUNTING POLICIES FOR THE YEAR ENDED 31 MARCH 2006

6. BASIS OF PREPARATION AND ACCOUNTING POLICIES

The financial statements are prepared on the historical cost basis.  The following are the principal accounting policies used by the group, which unless otherwise stated, comply with International Financial Reporting Standards and Statements of Generally Accepted Accounting Practice.

6.1. Basis of consolidation

Subsidiary undertakings, which are those companies in which the group, directly or indirectly has an interest of more than one half of the voting rights or otherwise has power to exercise control over the operations, have been consolidated.  Subsidiaries are consolidated from the date on which effective control is transferred to the group and are no longer consolidated from the date of disposal.  All inter-company transactions, balances and unrealised surpluses and deficits on transactions between group companies have been eliminated.  Where necessary, accounting policies for subsidiaries have been changed to ensure consistency with the policies adopted by the group.  Separate disclosure is made of minority interests.

6.2. Foreign currencies

Foreign currency transactions in group companies are accounted for at the exchange rates prevailing at the date of the transactions.  Gains and losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign currencies are recognised in the income statement.  Such balances are translated at year-end exchange rates.

6.3. Financial instruments

Financial instruments carried on the balance sheet include cash and bank balances, investments, receivables, trade creditors, leases and borrowings.  The particular recognition methods adopted are disclosed in the individual policy statements associated with each item.

The group is also party to the financial instruments that reduce exposure to fluctuations in foreign currency exchange.  These instruments, which mainly comprise foreign currency forward contracts, are not recognised in the financial statements on inception.  The purpose of these instruments is to reduce risk.

Foreign currency forward contracts protect the group from movements in exchange rates by establishing the rate at which a foreign currency asset or liability will be settled.  Any increase or decrease in the amount required to settle the asset or liability is off-set by a corresponding movement in the value of the forward exchange contract.  The gains and losses are therefore off-set for financial reporting purposes and are not recognised in the financial statements.  The fee incurred in establishing each agreement is amortised over the contract period. 

6.4. Plant and equipment

All plant and equipment are included at cost.  Cost includes all costs directly attributable to bringing the assets to working condition for their intended use.

Depreciation is calculated on a straight-line method to write off the cost of the asset over their expected useful lives.  The expected useful lives are as follows:

	Computer equipment
	-
	3 years

	Computer set-up costs
	-
	3 years

	Computer software
	-
	3 years

	Furniture and fittings
	-
	5 years

	Leasehold improvements
	-
	5 years

	Motor vehicles
	-
	5 years

	Office equipment
	-
	5 years

	Plant and machinery
	-
	5 years


Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable amount.

Gains and losses on disposal of plant and equipment are determined by reference to their carrying amount and are taken into account in determining operating profit.

6.5. Goodwill
The difference between the fair value of the consideration paid and the fair value of net tangible assets of subsidiaries at the date of acquisition is charged or credited to goodwill arising on consolidation.  Goodwill is not amortised, instead it is tested for impairment annually or more frequently if events or changes in circumstances indicate that it might be required.

If the net fair value of the identifiable assets, liabilities and contingent liabilities recognised exceeds the cost of the business combination, the company shall:

· Reassess the identification and measure of the identifiable assets, liabilities and contingent liabilities and the measurement of the cost of the combination; and 

· Recognise immediately in profit or loss any excess remaining after that assessment.

6.6. Trademarks 

Trademarks are measured initially at cost and are amortised on a straight-line basis over the estimated useful life.

6.7. Deferred taxation 

Deferred taxation is provided using the balance sheet method. A deferred taxation asset is recognised for all 
deductible temporary differences to the extent that it is probable that taxable profit will be available against which deductible temporary differences can be utilised.

6.8. Investments
Investments are stated at cost and are written down only where there is a permanent impairment in value.  Dividends are brought to account as of the last day of registration in respect of listed shares, and when declared in respect of unlisted shares.

6.9. Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the group reviews the carrying amounts of its tangible and intangible assets to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss. Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use, 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. 

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised 
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase. 

6.10. Inventory
Inventory, which comprises merchandise for resale,  are stated at the lower of cost or net realisable value.  Cost is determined by the weighted average method.  Net realisable value is the estimate of the selling price in the ordinary course of business, less the cost of completion and selling expenses.

6.11. Trade receivables

Trade receivables are carried at anticipated realisable value. An estimate is made for doubtful receivables based on a review of all outstanding amounts at the year-end. Bad debts are written off during the year in which they are identified.

6.12. Cash and cash equivalents

For the purpose of the cash flow statements, cash and cash equivalents comprise cash in hand, deposits held at call with banks, and investments in money market instruments, net of bank overdrafts. In the balance sheet, bank overdrafts are included in borrowings in current liabilities.

6.13. Provisions
Provisions are recognised when the group has a present legal or constructive obligation as a result of past events, when it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and when a reliable estimate of the amount of the obligation can be made.

6.14. Revenue recognition

Sales are recognised upon delivery of products and customer acceptance, if any, or performance of services, net of value added taxes (VAT) and discounts, and after eliminating sales within the group.

Other revenues earned by the group are recognised on the following basis:

· Interest income: as it accrues unless collectability is in doubt.

· Dividend income: when the shareholders’ right to receive payment is established.

· Sundry income: at the earlier of receipt or accrual.

6.15. Operating lease agreements

Leases where the lessor retains the risks and rewards of ownership of the underlying asset are classified as operating leases.  Operating leases, which have a fixed determinable escalation, are charged against income on a straight line basis.  Leases with contingent escalations are expensed as and when incurred.

6.16. Employee benefits

Contributions to a defined contribution plan in respect of service in a particular period are recognised as an expense in that period. 

6.17. Adoption of International Financial Reporting Standards 

The group adopted International Financial Reporting Standards as at 1 April 2004. The adoption of these standards had no effect on opening equity balances of the company and accordingly, no reconciliation has been presented.

	7. 
	PLANT AND EQUIPMENT



	
	GROUP
	Cost
	
	Accumulated depreciation
	
	Net carrying value
	
	Net carrying value

	
	
	2006
	
	2006
	
	31 March 2006
	
	31 March 2005

	
	
	R
	
	R
	
	R
	
	R

	
	Computer equipment
	2 171 698 
	
	1 338 687 
	
	833 011 
	
	971 838 

	
	Computer set-up costs
	127 900 
	
	9 818 
	
	118 082 
	
	- 

	
	Computer software 
	1 430 804 
	
	838 532 
	
	592 272 
	
	739 844 

	
	Furniture and fittings
	8 423 
	
	4 739 
	
	3 684 
	
	1 

	
	Leasehold improvements
	209 703 
	
	113 934 
	
	95 769 
	
	120 393 

	
	Motor vehicles
	321 588 
	
	69 776 
	
	251 812 
	
	671 918 

	
	Office equipment
	941 399 
	
	847 658 
	
	93 741 
	
	130 628 

	
	Plant and machinery
	291 163 
	
	284 060 
	
	7 103 
	
	13 580 

	
	
	5 502 678 
	
	3 507 204 
	
	1 995 474 
	
	2 648 202 


	
	Details of movements
	Net carrying value
	
	Additions
	
	Disposals/

transfers
	
	Depreciation
	
	Net carrying value

	
	
	1 April

2005
	
	2006
	
	2006
	
	2006
	
	31 March 2006

	
	
	R
	
	R
	
	R
	
	R
	
	R

	
	Computer equipment
	971 838
	
	376 899
	
	-
	
	(515 726)
	
	833 011

	
	Computer set-up costs
	-
	
	127 900
	
	-
	
	(9 818)
	
	118 082

	
	Computer software 
	739 844
	
	331 835
	
	-
	
	(479 407)
	
	592 272

	
	Furniture and fittings
	1
	
	6 673
	
	-
	
	(2 990)
	
	3 684

	
	Leasehold improvements
	120 393
	
	17 088
	
	-
	
	(41 712)
	
	95 769

	
	Motor vehicles
	671 918
	
	173 706
	
	(448 018)
	
	(145 794)
	
	251 812

	
	Office equipment
	130 628
	
	13 185
	
	(876)
	
	(49 196)
	
	93 741

	
	Plant and machinery
	13 580
	
	7 970
	
	-
	
	(14 447)
	
	7 103

	
	
	2 648 202
	
	1 055 256
	
	(448 894)
	
	(1 259 090)
	
	1 995 474


	8. 
	GOODWILL

	
	
	Group
	
	Company

	
	
	2006
	
	2005
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	
	Acquisition of the business of Celcom
	2 183 856
	
	2 183 856
	
	-
	
	-


	9. 
	INTANGIBLE ASSET



	
	
	Cost
	
	Accumulate

amortisation
	
	Net carrying

value
	
	Net carrying value

	
	
	
	
	
	
	31 March 
	
	31 March

	
	
	2006
	
	2006
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	
	Trademarks
	1 020 000
	
	-
	
	1 020 000
	
	-


	Details of movement
	Net carrying value
	
	Additions
	
	Amortisation
	
	Net carrying value

	
	1 April
	
	
	
	
	
	31 March

	
	2005
	
	2006
	
	2006
	
	2006

	
	R
	
	R
	
	R
	
	R

	
	
	
	
	
	
	
	

	Trademarks
	-
	
	1 020 000
	
	-
	
	1 020 000


	10. 
	DEFERRED TAXATION

	
	
	Group
	
	Company

	
	
	2006
	
	2005
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	
	Balance at beginning of period
	15 045
	
	14 149
	
	-
	
	-

	
	Temporary differences
	147 078
	
	1 368
	
	
	
	

	
	Change in rate of taxation
	-
	
	(472)
	
	-
	
	-

	
	Balance at end of year
	162 123
	
	15 045
	
	-
	
	-

	
	Comprising:
	
	
	
	
	
	
	

	
	Accelerated depreciation for tax purposes
	162 123
	
	15 045
	
	-
	
	-


	11. 
	INVESTMENT IN SUBSIDIARIES

	
	
	
	
	
	
	
	2006
	
	2006

	
	
	
	
	
	
	
	R
	
	R

	
	
	
	No. of shares held
	
	Holding
	
	Carrying amount
	
	Carrying amount

	
	Shares at cost
	
	
	
	
	
	6 800 200
	
	6 800 200

	
	
	
	
	
	
	
	
	
	

	
	Celcom (Proprietary) Limited
	
	101
	
	100%
	
	6 800 000
	
	6 800 000

	
	Go Mobile (Proprietary) Limited
	
	100
	
	100%
	
	100
	
	100

	
	Virtual Payments Solutions (Proprietary) Limited
	
	100
	
	100%
	
	100
	
	100

	
	Amounts (due) owing
	
	
	
	
	
	(42 555)
	
	(27 869)

	
	Celcom (Proprietary) Limited
	
	
	
	
	
	(4 198 304)
	
	(4 201 606)

	
	Go Mobile (Proprietary) Limited
	
	
	
	
	
	517 449
	
	120 499

	
	Virtual Payments Solutions (Proprietary) Limited
	
	
	
	
	
	3 638 300
	
	4 053 238

	
	
	
	
	
	
	
	6 757 645
	
	6 772 331


	12. 
	INVENTORY

	
	
	Group
	
	Company

	
	
	2006     
	
	2005  
	
	2006    
	
	2005  

	
	
	R      
	
	R   
	
	R     
	
	R   

	
	
	
	
	
	
	
	
	

	
	Inventory comprises:
	
	
	
	
	
	
	

	
	Merchandise for resale
	15 934 960 
	
	7 265 494 
	
	- 
	
	- 

	
	

	13. 
	SHARE CAPITAL

	
	
	Group
	
	Company

	
	
	2006     
	
	2005  
	
	2006    
	
	2005  

	
	
	R      
	
	R   
	
	R     
	
	R   

	
	
	
	
	
	
	
	
	

	
	Authorised
	
	
	
	
	
	
	

	
	100 000 ordinary shares of R0,1 each 
	10 000
	
	10 000
	
	10 000
	
	10 000

	
	Issued
	
	
	
	
	
	
	

	
	10 000 ordinary shares of R0,01 each
	1 000
	
	1 000
	
	1 000
	
	1 000

	
	
	
	
	
	
	
	
	

	
	Share premium
	6 799 800
	
	6 799 800
	
	6 799 800
	
	6 799 800

	
	
	
	
	
	
	
	
	

	
	
	6 800 800
	
	6 800 800
	
	6 800 800
	
	6 800 800

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	14. 
	INTEREST BEARING BORROWINGS

	
	
	
	
	
	
	
	
	

	
	Secured
	
	
	
	
	
	
	

	9.1
	Nedcor Bank Limited
	233 538
	
	630 491
	
	-
	
	-

	
	Secured by instalment sale agreements over plant and equipment having book values of R230 633 (2005: R671 918), bearing interest at prime lending rates, repayable in monthly instalments of R5 662 (2005: R16 393), inclusive of interest. 
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	9.2
	Standard Bank of SA Limited 
	610 228
	
	911 431
	
	-
	
	-

	
	Secured over computer equipment having a book value of R446 550 (2005: R753 786), repayable in monthly instalments of R31 960 (2005: R32 168), inclusive of interest, bearing interest at 10,57% (2005: 11,07%).
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Less: current portion included under current liabilities
	(402 754)
	
	(456 164)
	
	-
	
	-

	
	
	441 012
	
	1 085 758
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	15. 
	SHAREHOLERS’ LOANS

	
	
	
	
	
	
	
	
	

	
	Non-interest bearing
	
	
	
	
	
	
	

	
	L. Brachini Family Trust
	-
	
	2 637 841
	
	-
	
	-

	
	S. Brachini Family Trust 
	-
	
	2 637 841
	
	-
	
	-

	
	C. Karapathakis Family Trust
	-
	
	539 121
	
	-
	
	-

	
	
	-
	
	5 814 803 
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	
	The loans are unsecured, interest free with no set terms of repayment.
	
	
	
	
	
	
	


	16. 
	REVENUE

	
	
	
	
	
	
	
	
	

	
	
	2006
	
	2005 
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	
	
	
	
	
	
	
	
	

	
	Revenue comprises:
	
	
	
	
	
	
	

	
	Net invoiced sales
	205 867 165
	
	115 651 357
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	17. 
	PROFIT FROM OPERATIONS

	
	
	
	
	
	
	
	
	

	
	This is arrived at after taking into account, inter alia, the following items:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Income
	
	
	
	
	
	
	

	
	Interest received
	224 460
	
	122 323
	
	-
	
	-

	
	Profit on foreign exchange
	-
	
	60 687
	
	-
	
	-

	
	Profit on disposal of property, plant and equipment
	90 754
	
	94 778
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	
	Expenses
	
	
	
	
	
	
	

	
	Auditors’ remuneration
	282 672
	
	279 975
	
	-
	
	21 800

	
	-
current year
	245 000
	
	161 800
	
	-
	
	21 800

	
	-
underprovision in prior year
	6 545
	
	47 500
	
	-
	
	-

	
	-
other services
	31 127
	
	70 675
	
	-
	
	-

	
	Bad debts
	140 000
	
	86 036
	
	-
	
	-

	
	Royalties paid
	1 107 433
	
	613 763
	
	-
	
	-

	
	Depreciation - Owned
	1 259 090
	
	992 027
	
	-
	
	-

	
	Foreign exchange loss
	135 300
	
	-
	
	-
	
	-

	
	Finance costs
	210 194
	
	187 961
	
	-
	
	-

	
	-
Bank overdraft
	135 048
	
	88 313
	
	-
	
	-

	
	-
Other loans
	74 163
	
	99 648
	
	-
	
	-

	
	-
South African Revenue Service
	983
	
	-
	
	-
	
	-

	
	Inventory write off
	-
	
	2 465 326
	
	-
	
	-

	
	Directors’ emoluments - for services as director
	1 584 224
	
	1 440 000
	
	-
	
	-

	
	Warranty expenses
	162 500
	
	-
	
	-
	
	-


	18. 
	TAXATION

	
	
	Group
	Company

	
	
	2006
	
	2005
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	
	
	
	
	
	
	
	
	

	
	South African normal taxation
	
	
	
	
	
	
	

	
	- Current tax
	(2 937 831)
	
	(3 014 969)
	
	-
	
	-

	
	- Overprovision in prior years
	256 368 
	
	-
	
	-
	
	-

	
	- Deferred tax movement 
	116 920 
	
	896
	
	-
	
	-

	
	
	(2 564 543)
	
	(3 014 073)
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	
	Taxation rate reconciliation
	% 
	
	%
	
	%
	
	% 

	
	Nominal rate
	29,00 
	
	30,00
	
	-
	
	-

	
	Adjusted for:
	
	
	
	
	
	
	

	
	  Disallowable expenditure
	5,52 
	
	0,14
	
	-
	
	-

	
	  Tax loss incurred
	(2,10)
	
	1,97
	
	-
	
	-

	
	  Utilisation of tax loss
	(2,84)
	
	(3,85)
	
	-
	
	-

	
	  Prior year overprovision
	(2,55)
	
	-
	
	-
	
	-

	
	  Change in deferred tax rate
	- 
	
	(0,01)
	
	-
	
	-

	
	Effective rate
	27,03 
	
	28,25
	
	-
	
	-


19. FINANCIAL RISK MANAGEMENT

Senior executives meet on a regular basis to analyse interest rate exposures and evaluate treasury management strategies against revised economic forecasts. Compliance with group policies and exposure limits are reviewed regularly. The directors believe, to the best of their knowledge, that there are no undisclosed financial risks.

19.1. Interest rate management
As part of the process of managing the group’s fixed and floating borrowings, the interest rate characteristics of new borrowings and the refinancing of existing borrowings are positioned according to expected movements in interest rates. 

19.2. Credit risk management
Potential concentrations of credit risk consist principally of trade receivables and short term cash investments.

The group only deposits short term cash surpluses with major banks of high quality credit standing. Trade receivables comprise a large, widespread customer base. The granting of credit is controlled via credit applications, rigorous credit reviews, and the assumptions therein are reviewed and updated on an ongoing basis.  At 31 March 2006, the group did not consider that any significant concentration of credit risk existed which had not been adequately provided for.

19.3. Liquidity risk
The group manages liquidity risk by monitoring forecast cash flows and ensuring that adequate cash resources and unutilised borrowing facilities are maintained.

19.4. Legal risk management
Legal risk includes the risk of non-compliance with applicable legal and regulatory requirements and the risk that a counterparty’s performance obligation will be unenforceable. Risk management procedures ensure compliance with applicable statutory and regulatory requirements.

19.5. Related party transactions
Related parties during the year are as follows:

Directors:
S.N.A. Brachini

L.M.E. Brachini

C. Karpathakis

M.J.A. Golding

Companies:
Beecham Capital Limited

Celcom (Proprietary) Limited

Go Mobile Communications (Proprietary) Limited

Virtual Payments Solutions (Proprietary) Limited.

	20. 
	CASH FLOW INFORMATION

	
	
	
	
	

	
	
	Group
	
	Company

	
	
	2006
	
	2005
	
	2006
	
	2005

	
	
	R
	
	R
	
	R
	
	R

	
	
	
	
	
	
	
	
	

	15.1
	Reconciliation of net profit before taxation to cash generated from Operations
	
	
	
	
	
	
	

	
	Profit before taxation 
	9 487 089
	
	10 666 462
	
	-
	
	-

	
	Adjustments for:
	
	
	
	
	
	
	

	
	  Depreciation
	1 259 090
	
	992 027
	
	-
	
	-

	
	  Finance costs
	210 194
	
	187 961
	
	-
	
	-

	
	  Interest received
	(224 460)
	
	(122 323)
	
	-
	
	-

	
	  Profit on sale of assets
	(90 754)
	
	(94 778)
	
	-
	
	-

	
	Carried forward
	10 641 159
	
	11 629 349
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	
	Working capital changes
	
	
	
	
	
	
	

	
	Increase in inventories
	(8 669 466)
	
	(1 914 494) 
	
	-
	
	- 

	
	Increase in trade and other receivables
	(4 211 124)
	
	(5 415 515)
	
	-
	
	-

	
	Increase (decrease) in trade and other payables
	16 421 390
	
	(448 790)
	
	-
	
	-

	
	Cash generated from operations per 
	
	
	
	
	
	
	

	
	Cash flow statement
	14 181 959
	
	3 850 550
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	15.2
	Reconciliation of taxation paid
	
	
	
	
	
	
	

	
	Taxation liability at beginning of year
	213 756
	
	(89 213)
	
	-
	
	-

	
	Movement in deferred tax
	147 078
	
	-
	
	-
	
	-

	
	Charged in income statement
	2 564 543
	
	3 014 969
	
	-
	
	-

	
	Taxation prepaid (liability) at year end
	236 481
	
	(213 756)
	
	-
	
	-

	
	Taxation paid during the year
	3 161 858
	
	2 712 000
	
	-
	
	-


21. COMPANY CASH FLOW STATEMENT
No cash flow statement was prepared for the company as there were no cash flow transactions during the year under review.

22. COMPARATIVE FIGURES
Certain comparative figures have been reclassified for more meaningful disclosure.”

Celcom Group five year historical financial information

	
	2006
	2005
	2004
	2003
	2002

	Profit/loss before tax
	[R9 487 089]
	[R10 666 462]
	[R6 113 960]
	[R5 463 258]
	[R4 865 741]

	Profit/loss before tax
	[R6 922 546]
	[R7 652 389]
	[R6 392 828]
	[R5 742 296]
	[R5 012 525]

	Dividends paid
	[-]
	[-]
	[-]
	[-]
	[-]

	
	
	
	
	
	


Appendix 3

REPORT OF THE INDEPENDENT REPORTING ACCOUNTANTS ON THE HISTORICAL FINANCIAL INFORMATION OF THE VODACOM RETAIL FRANCHISE BUSINESS OF G ALIFERIS AND N ALIFERIS


“_________ 2006

The Directors

Celcom Group Limited

P O Box 392

Gallo Manor

2052

Dear Sirs,

AUDITORS’ REPORT ON THE HISTORICAL FINANCIAL INFORMATION OF THE ASSETS AND LIABILITIES ACQUIRED AND THE INCOME STATEMENT OF [Alifam Group] FOR THE FINANCIAL PERIOD ENDED 31 MARCH 2006

Introduction

The definitions and interpretations commencing on page __ and __ of the prospectus to which this report is annexed have been used in this report.

Purpose of this report

At your request, we have attached our report for the purposes of complying with the JSE Listings Requirements and for inclusion in the prospectus to Celcom Group Limited (“Celcom Group”) shareholders dated on or about ________ 2006 (“the prospectus”).
Responsibility 

The directors of Celcom Group are responsible for the compilation, contents and preparation of the prospectus and for the accuracy of the information contained in the prospectus.  The directors of Celcom Group are responsible for the financial information to which this auditors’ report relates, and from which such reports have been prepared.

Our responsibility is to express an opinion on the historical financial information of the assets and liabilities acquired and the income statement of [Alifam Group] for the financial period ended 31 March 2006.

Historical financial information of the assets and liabilities acquired and the income statement for the period ended 31 March 2006

We have audited the historical financial information of the assets and liabilities and the income statement of the Vodacom retail franchise businesses conducted by G Aliferis and N Aliferis relating to the period ended 31 March 2006 set out in the historical financial information attached as Annexure __ to the prospectus.

Scope of the audit

We conducted our audit in accordance with the International Standards on Auditing. Those standards require that we plan and perform the audit to obtain reasonable assurance that the historical financial information of the assets and liabilities acquired and the income statement relating to the period ended 31 March 2006 is free from material misstatement.

Our audit included the following :-

· Examining, on a test basis, evidence supporting the amounts and disclosures of the above-mentioned historical financial information.  The evidence included that previously obtained by us relating to the audit of the annual financial statements underlying the historical financial information;

· Assessing the accounting principles used and significant estimates made by management; and

· Evaluating the overall historical financial information presentation.

We believe that our audit provides a reasonable basis for our opinion.

Audit opinion

In our opinion, the historical financial information of the assets and liabilities and the income statement of the Vodacom retail franchise businesses conducted by G Aliferis and N Aliferis relating to the period ended 31 March 2006 for the purposes of the prospectus fairly presents, in all material respects, the historical financial information contained in Annexure __ as at 31 March 2006 in accordance with International Financial Reporting Standards and the JSE Listings Requirements.

	MOORES ROWLAND

Registered accountants and auditors

Chartered Accountants (SA)

P O Box 6697

Johannesburg

2000

South Africa
	TUFFIAS SANDBERG KSI

Registered accountants and auditors

Chartered Accountants (SA)

P O Box 2506

Rivonia

2128

South Africa ”


Appendix 4

EXTRACTS FROM THE AUDITED FINANCIAL STATEMENTS OF VODACOM RETAIL FRANCHISE BUSINESS OF G ALIFERIS AND N ALIFERIS FOR THE PERIOD ENDED 31 MARCH 2006

STATEMENT OF ASSETS AND LIABILITIES ACQUIRED AT 31 MARCH 2006

	
	2006

R

	
	

	NON – CURRENT ASSETS
	 

	Plant and equipment
	400 996 

	CURRENT LIABILITIES
	

	Provision for leave pay
	90 226 


INCOME STATEMENT

13 MONTH PERIOD ENDED 31 MARCH 2006

	
	2006

R

	
	

	REVENUE
	143 183 122 

	COST OF SALES
	(122 461 874)

	GROSS PROFIT
	20 721 248 

	Other income
	724 789 

	OPERATING COSTS
	(12 351 129)

	
	9 094 908 

	Investment income
	29 788 

	Finance costs
	(8 428)

	Profit before taxation
	9 116 268


ACCOUNTING POLICIES

23. REVENUE

The following categories of revenue were noted and different revenue recognition policies were applied:

Upgrades

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

· the entity has transferred to the buyer the significant risks and rewards of ownership of the goods;

· the entity 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 economic benefits associated with the transaction will flow to them; and

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

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

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

New contracts, ongoing revenue and cash sales

Revenue is recognised on the cash basis once the amounts due from the service provider have been received.

Interest

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

24. PLANT AND EQUIPMENT
Plant and equipment is initially recognised at cost.  It is subsequently measured at cost less accumulated depreciation and any impairment losses.  Depreciation is calculated on the straight-line method to write off the cost of each asset to their residual values over their estimated useful lives as follows:

Motor vehicles


20%

Computer equipment

33%

Office equipment

10%

Furniture and fittings

17%

 NOTES TO THE FINANCIAL INFORMATION

AT 31 MARCH 2006

25. PLANT AND EQUIPMENT
	
	Cost

R
	31/03/2006

Accumulated depreciation

R
	Carrying value

R
	Cost

R
	28/2/2005

Accumulated depreciation

R
	Carrying value

R

	Owned assets
	
	
	
	
	
	

	
	
	
	
	
	
	

	Computer equipment
	245 260
	88 593
	156 667
	
	
	

	Furniture and fittings
	39 662
	14 492
	25 170
	
	
	

	Motor vehicles
	33 112
	13 244
	19 868
	
	
	

	Office equipment
	261 764
	62 474
	199 290
	
	
	

	
	579 798
	178 803
	400 995
	
	
	


The carrying amounts of plant and equipment can be reconciled as follows:

	
	
	Carrying value at beginning of period

R
	Additions

R
	Depreciation

R
	Carrying value at end of period

R

	Owned assets
	
	
	
	
	

	
	
	
	
	
	

	Computer equipment
	
	
	
	
	

	Furniture and fittings
	
	
	
	
	

	Motor vehicles
	
	
	
	
	

	Office equipment
	
	
	
	
	

	
	
	
	
	
	


26. OPERATING PROFIT BEFORE INTEREST AND TAXATION
The following items have been included in arriving at operating profit before interest and taxation:

	
	
	R

	Audit and accounting fees
	
	89 573 

	Depreciation
	
	231 682 

	Operating lease rentals
	
	 

	- Property
	
	1 734 136 

	Royalty fees
	
	149 332 

	Staff costs
	
	

	- Salaries and wages
	
	12 957 268 


27. FINANCE COSTS
	Interest expense – bank overdraft
	8 428 


28. PROVISIONS
	
	Balance at beginning of period

R
	
	Additional provision

R
	
	Balance at end of period

R

	Leave pay
	- 
	
	90 776 
	
	90 776 


Appendix 5

REPORT OF THE INDEPENDENT REPORTING ACCOUNTANTS ON THE HISTORICAL FINANCIAL INFORMATION OF THE VODACOM RETAIL FRANCHISE BUSINESS OF SOMMERVILLE AND MORRIS PARTNERS


“_________ 2006

The Directors

Celcom Group Limited

P O Box 392

Gallo Manor

2052

Dear Sirs,

AUDITORS’ REPORT ON THE HISTORICAL FINANCIAL INFORMATION OF THE ASSETS AND LIABILITIES ACQUIRED AND THE INCOME STATEMENT OF SOMMERVILLE MORRIS PARTNERSHIP (“SOMMERVILLE MORRIS”) FOR THE FINANCIAL PERIOD ENDED 31 MARCH 2006

Introduction

The definitions and interpretations commencing on page __ and __ of the prospectus to which this report is annexed have been used in this report.

Purpose of this report

At your request, we have attached our report for the purposes of complying with the JSE Listings Requirements and for inclusion in the prospectus to Celcom Group Limited (“Celcom Group”) shareholders dated on or about ________ 2006 (“the prospectus”).
Responsibility 

The directors of Celcom Group are responsible for the compilation, contents and preparation of the prospectus and for the accuracy of the information contained in the prospectus.  The directors of Celcom Group are responsible for the financial information to which this auditors’ report relates, and from which such reports have been prepared.

Our responsibility is to express an opinion on the historical financial information of the assets and liabilities acquired and the income statement of Sommerville Morris for the financial period ended 31 March 2006.

Historical financial information of the assets and liabilities acquired and the income statement for the period ended 31 March 2006

We have audited the historical financial information of the assets and liabilities and the income statement of the Vodacom retail franchise business conducted by Sommerville and Morris Partners relating to the period ended 31 March 2006 set out in the historical financial information attached as Annexure __ to the prospectus.

Scope of the audit

We conducted our audit in accordance with the International Standards on Auditing.  Those standards require that we plan and perform the audit to obtain reasonable assurance that the historical financial information of the assets and liabilities acquired and the income statement relating to the period ended 31 March 2006 is free from material misstatement.

Our audit included the following :-

· Examining, on a test basis, evidence supporting the amounts and disclosures of the above-mentioned historical financial information.  The evidence included that previously obtained by us relating to the audit of the annual financial statements underlying the historical financial information;

· Assessing the accounting principles used and significant estimates made by management; and

· Evaluating the overall historical financial information presentation.

We believe that our audit provides a reasonable basis for our opinion.

Audit opinion

In our opinion, the historical financial information of the assets and liabilities and the income statement of the Vodacom retail franchise business conducted by Sommerville and Morris Partners relating to the period ended 31 March 2006 for the purposes of the prospectus fairly presents, in all material respects, the historical financial information contained in Annexure __ as at 31 March 2006 in accordance with International Financial Reporting Standards and the JSE Listings Requirements.

	MOORES ROWLAND

Registered accountants and auditors

Chartered Accountants (SA)

P O Box 6697

Johannesburg

2000

South Africa
	


Appendix 6

EXTRACTS FROM THE AUDITED FINANCIAL STATEMENTS OF VODACOM RETAIL FRANCHISE BUSINESS OF SOMMERVILLE AND MORRIS PARTNERS FOR THE YEAR ENDED 31 MARCH 2006

STATEMENT OF ASSETS ACQUIRED AT 31 MARCH 2006

	NON-CURRENT ASSETS
	

	Property, plant and equipment
	R 263 906

	
	

	CURRENT LIABILITIES
	

	Provision for leave pay
	R 174 789


INCOME STATEMENT

13 MONTH PERIOD ENDED 31 MARCH 2006

	Revenue
	115 972 360

	
	

	Operating profit before interest and taxation
	6 716 162

	Investment income
	100

	Finance costs
	(13 088)

	Profit before taxation
	6 703 174


ACCOUNTING POLICIES

29. Revenue

The following categories of revenue were noted and different revenue recognition policies were applied:

Upgrades and new contracts

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

· the entity has transferred to the buyer the significant risks and rewards of ownership of the goods;

· the entity 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 economic benefits associated with the transaction will flow to them; 

· and

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

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

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

On-going revenue resulting from contracts and cash sales

Revenue is recognised on the cash basis once the amounts due from the service provider have been received.

Interest

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

30. Property Plant and Equipment
Property, plant and equipment is initially recognised at cost. It is subsequently measured at cost less accumulated depreciation and any impairment losses. Depreciation is calculated on the straight-line method to write off the cost of each asset to their residual values over their estimated useful lives as follows:

Motor Vehicles
5 years

Computer Equipment
3 years

Office Equipment
6 years

Furniture & Fittings
6 years

31. Inventories
Inventories are measured at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs necessary to make the sale. When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable value, are recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. None of the inventory was encumbered or ledged as security.

32. Trade and other receivables
Trade and other receivables originated by the enterprise are treated as loans and receivables and are carried at amortised cost. None of the trade and other receivables were encumbered or pledged as security.

NOTES TO THE FINANCIAL INFORMATION

at 31 March 2006

33. Property, plant and equipment
	
	Cost

R
	31/03/2006

Accumulated

depreciation

R
	Carrying

value

R
	Cost

R
	28/02/2005

Accumulated

depreciation

R
	Carrying

value

R

	Owned assets
	
	
	
	
	
	

	
Computer equipment


Furniture and fittings


Motor vehicles


Office equipment
	172 102

412 619

72 977

110 918
	113 768

357 209

1 216

32 517
	58 334

55 410

71 761

78 401
	112 102

412 619

-

75 657
	99 718

288 439

-

27 705
	12 384

124 181

-

47 952

	
	768 616
	504 710
	263 906
	600 378
	415 861
	184 517


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

	
	
	Carrying

value at

beginning

of period

R
	Additions

R
	Depreciation

R
	Carrying

value

at end

of period

R

	Owned assets
	
	
	
	
	

	
Computer equipment


Furniture and fittings


Motor vehicles


Office equipment
	
	12 384

124 181

-

47 952
	60 000

-

72 977

35 261
	(14 050)

(68 771)

(1 216)

(4 812)
	58 334

55 410

71 761

78 401

	
	
	184 517
	168 238
	(88 849)
	263 906


34. Operating profit before interest and taxation
The following items have been included in arriving at operating profit before interest and taxation:

	Audit and accounting fees
	30 224

	
	

	Consulting fees
	85 997

	
	

	Depreciation
	88 849

	
	

	Operating lease rentals
	1 863 683

	- Property
	1 721 331

	- Equipment
	142 352

	
	

	Royalty fees
	212 679

	
	

	Staff costs
	

	- Salaries and wages
	8 043 692


35. Finance costs
	Interest expense – bank overdraft
	13 088


36. Provisions
	
	Balance at beginning of period
	Additional provisions
	Balance at end of period

	
	
	
	

	Leave pay
	-
	174 789
	174 789


[Drafting Note: Insert subsequent events note and material contingencies note]

Appendix 7

INDEPENDENT REPORTING ACCOUNTANTS’ REPORT ON THE PROFIT FORECAST OF THE GROUP

“[ date  ]

The Directors

Celcom Group Limited

4 Fifth Avenue

Edenburg

Sandton

2196

Dear Sirs

INDEPENDENT REPORTING ACCOUNTANTS’ REPORT ON THE PROFIT FORECAST OF CELCOM GROUP FOR THE [  ] MONTHS ENDING 30 JUNE 2007 AND THE 12 MONTHS ENDING 30 JUNE 2008

Introduction


We have examined the profit forecast of Celcom Group Limited (“Celcom Group”) for the [  ] months ending 30 June 2007 and the 12 months ending 30 June 2008 as set out in paragraph [  ] of the prospectus (“the forecast”). 

The definitions outlined in Celcom group’s prospectus to be dated on or about [   ] 2006 (“the prospectus”), have been used mutatis mutandis throughout this report unless otherwise indicated.

Responsibility


The forecast has been compiled by yourselves and are solely your responsibility.

Basis of Opinion and Scope of Work Performed


Our examination was carried out in accordance with the guidelines laid down by the International Standard on Assurance Engagements applicable to the Examination of Prospective Financial Information and the SAICA Revised Guide on Forecasts. In carrying out our examination we have:

· analysed the accounting policies;

· checked the calculations used in the forecasts; and, 

· confirmed that the underlying information and assumptions used in the forecasts have been presented on a basis consistent with the accounting policies adopted by Celcom Group.

We consider that our procedures were appropriate in the circumstances to enable us to express our opinion presented below.

Report

Based on our procedures, nothing has come to our attention that causes us to believe that the assumptions do not provide a reasonable basis for the forecast. Furthermore, in our opinion the forecasts have been properly compiled on the basis of the assumptions and the forecasts have been presented on a basis consistent with the accounting policies adopted by Celcom Group.

Since the forecasts are based on assumptions concerning future events, the actual results may vary from the forecasts which have been presented and the variations may be material. Accordingly, we express no opinion on whether or not the forecast will be achieved.

Consent

We consent to the inclusion of this letter which will form part of the prospectus to be dated on or about [   ] 2006 in the form and context in which it appears.

Yours faithfully

Moores Rowland

Chartered Accountants (S.A)

Registered Accountants and Auditors

Johannesburg”
Appendix 8


INDEPENDENT REPORTING ACCOUNTANTS REPORT ON THE PRO FORMA FINANCIAL INFORMATION OF THE GROUP
“[ date  ]

The Directors

Celcom Group Limited

4 Fifth Avenue

Edenburg

Sandton

2196

Dear Sir/s

REPORT OF THE INDEPENDENT REPORTING ACCOUNTANTS ON THE UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEETS AND INCOME STATEMENTS (“PRO FORMA FINANCIAL INFORMATION”) OF CELCOM GROUP LIMITED (“CELCOM”)
42. INTRODUCTION

We have conducted certain procedures with regard to the pro forma financial information set out in paragraph [  ]of the prospectus dated on or about [  ] 2006 issued in connection with the listing of Celcom Group.

The pro forma financial information has been prepared in accordance with the requirements of the JSE Limited (“JSE Listings Requirements”), for illustrative purposes only, to provide information about how the various corporate actions undertaken prior to the issue of this prospectus together with the issue of the shares might have affected the reported historical consolidated financial information based on the assumptions included therein. Because of its nature, the pro forma financial information may not give a fair reflection of Celcom Group’s financial results and position.

At your request and for the purpose of the prospectus, we present our report on the pro forma financial information on the consolidated financial results and position of Celcom Group.

43. RESPONSIBILITY

The directors of Celcom Group are solely responsible for the preparation of the pro forma financial information to which this accountants’ report relates and for the financial statements and financial information from which it has been prepared. 

It is our responsibility to report on the pro forma financial information and to report to you. We do not accept any responsibility for any reports previously given by us on any financial information used in the compilation of the pro forma financial information, beyond that owed to those to whom those reports were addressed at the dates of their issue.

44. SCOPE

Our work, which did not involve any independent examination of any of the underlying financial information, consisted primarily of:

· Agreeing the unadjusted financial information to the audited financial statements of Celcom Group for the year ended 31 March 2006;

· considering the evidence supporting the adjustments;

· re‑performing the calculations based on the information obtained; and

· discussing the pro forma financial information with the directors of Celcom Group.

Because the above procedures do not constitute either and audit or review carried out in accordance with International Standards on Auditing, we do not express any assurance on the pro forma financial information, save for that detailed below.

Had we performed additional procedures or had we performed an audit or review of the pro forma financial information in accordance with International Standards on Auditing, other matters might have come to our attention that would have been reported to you.

45. REPORT

We report that nothing has come to our attention that causes us to believe that: 

· the pro forma financial information has not been properly compiled on the basis stated;

· such basis is inconsistent with the accounting policies of Celcom Group; and 

· the adjustments are inappropriate for the purposes of the pro forma financial information, as disclosed. 

46. CONSENT

We consent to the inclusion of this letter which forms a part of the prospectus dated on or about [  ] 2006 in the form and context in which they appear.

Yours faithfully

Moores Rowland

Chartered Accountant (S.A)

Registered Accountants and Auditors

Johannesburg”
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DIRECTORS, EXECUTIVE MANAGEMENT, APPOINTMENT, QUALIFICATION, REMUNERATION AND BORROWING POWERS OF DIRECTORS
37. Full names, nationalities, ages, addresses and titles of the Board of Directors
The full names, nationalities, ages, addresses and titles of the Board of Directors are set out below:

	Director
	Age
	Position
	Qualification
	Address
	Current and previous* directorship/ membership

	Stefano Nello Arturo Brachini
	37
	Chief Executive Officer
	-
	32 15th Street

Marlboro North
	[-]

	
	
	
	
	
	

	Luca Mauro Ettore Brachini
	33
	Managing Director
	-
	32 15th Street

Marlboro North
	[-]

	
	
	
	
	
	

	Colin Brown
	36
	Financial Director
	CA (SA)

MBL Unisa
	32 15th Street

Marlboro North
	[  ]

	
	
	
	
	
	

	David Leon Rose
	64
	Non-Executive
	CA (SA)
	Ground Floor

Block E

Park Ridge Office Park

Parktown
	Primeserv Group Ltd

Terra Nova Financial Services (Pty) Ltd

	
	
	
	
	
	

	Phillip Valet
	60
	Non-Executive
	BA LLB
	11 Biermann Avenue

Rosebank
	Profurn Ltd

Super Group Ltd

Tiger Wheels Ltd

Caxton Ltd

Spescom Ltd

	
	
	
	
	
	

	Marcel Golding
	46
	Non-Executive Chairman
	[  ]
	Anderson Park

5 Summit Road

Hyde Park
	[HCI Ltd

Midi TV (Pty) Ltd

Mineworkers Investment Corporation (Pty) Ltd]

	
	
	
	
	
	

	Franklin Sonn
	68
	Non-Executive
	[  ]
	[  ]
	[ABSA Bank Ltd

SAPPI Ltd

Metropolitan Life Ltd  ]

	
	
	
	
	
	

	All directors are South African
	
	
	
	


38. Directors and executive management
The names occupations and relevant business experience of the directors and executive management are set out below:

Directors

Stefano Brachini

Stefano began his working career at Grindrods, Johannesburg, as the import and export freight administrator. Using his knowledge of distribution and entrepreneurial flair, Stefano together with his brother Luca established SLB Trading, through which he secured distribution agencies for Fila Clothing, Sergio Tachini Clothing and Biffi motor spares.

In 1994 Stefano and Luca’s passion for technology and gadgets led to the establishment of the Celcom Group. Stefano will remain Chief Executive Officer of the group and, using his extensive knowledge of the telecommunications industry will be responsible for strategy and implementation.

Luca Brachini

Luca, together with his brother Stefano, is a co-founder and executive director of the Celcom Group. Luca began his career as an apprentice-racing mechanic at DAW Racing, before joining TAK Johannesburg as a Ferrari Technician Apprentice in 1990.

Luca is the Managing Director of Celcom and will be responsible for all aspects of the accessories business.

Colin Brown 

Colin is a chartered accountant and holds an MBL from UNISA. After completion of his articles, Colin pursued a career in IT audit at Nedcor, which led to his interest in IT and telecommunications.

He later joined EDS Africa as a new business analyst and within a short time progressed to Financial Director of the Middle East and Africa division, where he was responsible for the implementation of financial systems and processes. Colin then became a client executive in the financial services and retail sector where he was responsible for clients such as Standard Bank card division, Gensec, African Life, Dimension Data and Ellerines.

In 2004 Colin joined Fujitsu Services South Africa as Financial Director. In addition to assuming responsibility for full financial function, he led elements of a black empowerment deal and restructured the group to align with the global operating model.

Colin joins the Celcom Group as the Financial Director.
David Leon Rose 

David qualified as a Chartered Accountant in 1964 and after serving articles at Fisher Hoffman Levenberg became a partner in 1970. He became managing partner and chairman of Fisher Hoffman Sithole’s national practice and remained in practice until 2001. He is currently an executive director of Terra Nova Financial Services (Pty) Limited.

He has more than 30 years’ experience in accounting, auditing, taxation and management consulting and was a member of the audit committee of several of Fisher Hoffman Sithole’s larger clients. David served on numerous committees of the South African Institute of Chartered Accountants and has considerable experience in mergers, acquisitions, investigations, due diligence reviews and JSE related work.

Until December 2005, David was a divisional board member of Absa Private Bank and is currently non-executive director and chairman of the audit committee of the Primeserv Group Limited. 
Phillip Vallet 

Phillip qualified with a BA LLB from University of Witwatersrand in 1971 and was admitted as an attorney in 1972 and became a senior partner of Raphaely-Weiner prior to its merger with Fluxmans in 1990.  In 1997, he was appointed senior partner of the merged firm and on its incorporation in 2004 was appointed Chief Executive Officer of Fluxmans Inc.  

Phillip was appointed Chairman of Profurn Limited to oversee its merger with the JD Group Limited.  He is presently the Deputy Chairman of Super Group Limited having served previously as its Chairman and is Deputy Chairman and Chairman of the Board of Tiger Wheels Limited.  

Phillip is also a director of Caxton & CTP Printing and Publishing Limited and Spescom Limited.  

Phillip has been cited in Chambers Global (The World's Leading Lawyers for Business – Client's Guide) as "one of the leading commercial lawyers in South Africa".
Marcel Golding
Marcel qualified with a BA Honours from the University of Cape Town. He has been actively involved in the labour movements and political struggle and is an ANC Member of Parliament.

He is serving as Acting Chief Executive of e-tv, Chief Executive Officer of Midi TV (Pty) Limited and Chairman of HCI Limited and was previously Chief Executive Officer of the Mineworkers Investment Corporation (Pty) Limited.

Marcel has enjoyed a highly successful political and academic career, which has included being Chairman of the Parliamentary Portfolio Committee on Mineral and Energy Affairs, Research Associate of the University of Cape Town’s Labour Law unit, board member of the Centre for Applied Legal Studies of the University of Witwatersrand, research writer for the South African Labour Bulletin and lecturer at the University of Cape Town.

Labour Committees that he has served on include The Central Executive Committee of the Congress of South Africa Trade Unions, the South African Miners Federation Executive Committee, and the Miners International Federation Executive Committee. He also acted as Deputy General Secretary of the National Union of Mineworkers.

Franklin Sonn

Franklin is widely recognised in South African business circles. He has held positions on various boards of directors, including ABSA Bank Limited, SAPPI Limited, Western Province Rugby, Airports Company South Africa and Metropolitan Life.  

He has also held the position of South African Ambassador to the United States of America and is a former Rector of the Peninsula Technikon. 

Each of the executive directors has, with effect from 1 July 2006, entered into a revised service agreement with the group. In the case of all executive directors other than Colin Brown, these agreements contain customary restraint of trade provisions. Furthermore, other than in the case of Colin Brown, the service agreements may not be terminated prior to July 2009. Colin Brown’s service agreement is terminable on no less than 2 months’ notice. 

Executive management

Blaise Sommerville

Blaise was the Executive Head of the Franchise channel at Vodacom for 5 years until he left Vodacom in June of 2004. He has been active in the cellular industry since 1995, and was responsible for the establishment of the Vodashop channel, the pre-eminent distribution chain within the Vodacom stable, recently voted the Franchisor of the Year for 2004 by FASA. He had been a member of the senior management team at Vodacom for 6 years.

Nic Aliferis
Nic has been involved as a franchisee of Vodacom since nearly the inception of franchising in the mobile telecommunication industry in 1997. He has served on the Vodashop Franchise Council in the past, and has twice been voted Franchisee of the year by Vodacom.

George Aliferis
George’s involvement in the mobile telecommunication industry dates back to 2001, and he has received accolades from Vodacom as the best franchisee. George has been involved in the retail industry for 15 years.

39. Appointment, remuneration and borrowing powers of directors
The remuneration and benefits paid to the directors of the company for the period ending 31 March 2006 are as follows:

	
	Remuneration
	Fees
	Benefits
	Share incentive bonus
	Performance

bonus
	Total

	
	
	
	
	
	
	

	Stefano Brachini
	583 278
	-
	-
	-
	-
	583 278

	
	
	
	
	
	
	

	Luca Brachini
	559 512
	-
	-
	-
	-
	559 512

	
	
	
	
	
	
	

	Harry Karpathakis*
	441 433
	
	
	
	
	441 433

	
	
	
	
	
	
	

	Colin Brown
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	David Rose
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	Phillip Valet
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	Marcel Golding
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	Franklin Sonn
	-
	-
	-
	-
	-
	-

	
	1 584 223
	-
	-
	-
	-
	1 584 223

	
	
	
	
	
	
	

	*Non‑executive director
	
	
	
	
	
	


The remuneration and benefits forecast to be paid to the directors in respect of the company for the period ending 31 March 2007 are as follows:

	
	Remuneration
	Fees
	Benefits
	Share

Incentive

bonus
	Performance

bonus
	Total

	
	
	
	
	
	
	

	Stefano Brachini
	1 200 000
	-
	-
	-
	-
	1 200 000

	
	
	
	
	
	
	

	Luca Brachini
	1 200 000
	-
	-
	-
	-
	1 200 000

	
	
	
	
	
	
	

	Colin Brown
	1 000 000
	-
	-
	360 000
	-
	1 360 000

	
	
	
	
	
	
	

	David Rose
	-
	150 000
	-
	-
	-
	150 000

	
	
	
	
	
	
	

	Phillip Valet
	-
	150 000
	-
	-
	-
	150 000

	
	
	
	
	
	
	

	Marcel Golding
	-
	200 000
	-
	-
	-
	200 000

	
	
	
	
	
	
	

	Franklin Sonn
	-
	150 000
	-
	-
	-
	150 000

	
	3 400 000
	650 000
	-
	360 000
	-
	4 410 000

	
	
	
	
	
	
	


* Non‑executive director
The remuneration of the directors of the company shall be determined by the shareholders in a general meeting.

Director’s remuneration will be subject to annual review by the Celcom  Remuneration Committee. Bonuses, if any, will depend on the extent to which Celcom  meets its financial and other objectives and the Celcom  Remuneration Committee’s appraisal of their individual performances.

Save for the directors future participation in the Celcom  Share Incentive Scheme, there will be no variation in the remuneration receivable by any of the directors of the company as a consequence of the listing other than as disclosed herein.

Save as disclosed herein, no director will enjoy a preferential allocation of shares in terms of this prospectus.

40. Directors’ interests
At the date of this prospectus, the directors of Celcom  Group will hold beneficially, directly and indirectly, an aggregate of [   ] shares constituting approximately [   ]% of the total issued share capital of the company after the private placement. Other than as set out in this document, there is no other shareholder who may be in a position to exercise control over the company.

Save as disclosed below, none of the directors hold any direct or indirect non-beneficial interest in the company’s share capital.

The direct and indirect beneficial interest of the directors of the company holding more than 1% of the issued share capital of the company are as follows:

	
	Direct
	Indirect
	Total
	Percentage

	
	Beneficial
	Non-beneficial
	Beneficial
	Non-beneficial
	
	

	Stefano Brachini
	-
	-
	16.71
	-
	34,189,891
	16.71

	Luca Brachini
	-
	-
	16.71
	-
	34,189,891
	16.71

	Marcel Golding
	-
	-
	9.64
	-
	19,724,937
	9.64

	Franklin Sonn
	-
	-
	9.64
	-
	19,724,937
	9.64

	
	
	
	-
	
	
	-

	
	-
	-
	52.70
	-
	53,914,827
	52.70


Save as disclosed in this prospectus the directors of the company had no interest in transactions entered into by the company during the current or the proceeding financial year and which remain in any respect outstanding or unperformed other than as disclosed in this prospectus.

No loans have been made by the company to any of its directors or managers and no security has been furnished by the company on behalf of any of its directors or its managers.
Save as disclosed in this document no amount has been paid to any director in the three years preceding the date of this prospectus in cash or securities or otherwise to induce him to become or to qualify him as a director.

Save as disclosed in this prospectus, no directors or promoter has had any material beneficial interest, direct or indirect, in the promotion of the company or in any property acquired or proposed to be acquired by the company out of the proceed of this placement or any other issue in the preceding three years to this document and no amount has been paid during this period, or is proposed to be paid to any promoter, other than as disclosed in this document

No amount has been paid or is payable to any third party in lieu of directors fees.
There have been no changes in the director’s interest between _____ 2006 and the date of this prospectus.

Other than as disclosed elsewhere in this prospectus, no director or promoter has had any material beneficial interest, direct or indirect, in Celcom Group or in any material acquisition of the company and no amount has been paid in the three years preceding the last practicable date, or is proposed to be paid to any promoter.
41. Directors’ declarations
The following signed declarations have been made by each director as required in terms of Schedule 21 of the JSE Listings Requirements:

· there have been no bankruptcies, sequestrations or voluntary arrangements;

· the directors have not acted as a director of any company at the time or within the 12 months preceding any of the following events taking place: receiverships, compulsory liquidations, creditors voluntary liquidations, administrations, company voluntary arrangements or any composition or arrangement with its creditors generally or any class of its creditors;

· the directors have not been the subject of public criticisms by statutory or regulatory authorities (including professional bodies) and have not been disqualified by a court from acting as directors of a company or from acting in the management or affairs of any company. There have been no offences involving dishonesty. There were no fees paid to a third party in lieu of directors fees;

· no director has ever been barred from entry into any profession or occupation;

· no director has ever been found guilty in disciplinary proceedings by an employer or regulating body due to dishonest activities; and

· no director or company of which such director was a director at the time of the offence has been convicted in any jurisdiction of any criminal offence, or an offence under legislation relating to the Companies Act.

42. The relevant provisions of the articles of association of the company and its subsidiaries providing for the appointment, qualification, remuneration and borrowing powers of its directors are:

42.1. Celcom Group Limited
“Borrowing powers

12.1.
The directors may exercise all the powers of the company to borrow money and to mortgage or encumber its undertaking and property or any part thereof and to issue debentures or debenture stock (whether secured or unsecured) and other securities (with such special privileges, if any, as to allotment of shares or stock, attending and voting at general meetings, appointment of directors or otherwise as may be sanctioned by a general meeting) whether outright or as security for any debt, liability or obligation of the company or of any third party.

12.2.
For the purposes of the provisions of paragraph 12.1, the borrowing powers of the company shall be unlimited.

The borrowing powers of the directors may only be varied by a special resolution changing the company’s articles of association.”

“Directors
13.1.
Until otherwise determined by a meeting of members, the number of directors shall not be less than 4 (four).

13.2.
The directors shall have power at any time and from time to time to appoint any person as a director, either to fill a casual vacancy or as an addition to the board, but so that the total number of the directors shall not at any time exceed the maximum number fixed.  Subject to the provisions of Article 16.2, any person appointed to fill a casual vacancy or as an addition to the board shall retain office only until the next following annual meeting of the company and shall then retire and be eligible for re-election.

13.3.
The appointment of a director shall take effect upon compliance with the requirements of the Statutes.

13.4.
The shareholding qualification for directors and alternate directors may be fixed, and from time to time varied, by the company at any meeting of members and unless and until so fixed no qualification shall be required.

13.5.
The remuneration of the directors shall from time to time be determined by the company in general meeting.

13.6.
The directors shall be paid all their travelling and other expenses properly and necessarily incurred by them in and about the business of the company, and in attending meetings of the directors or of committees thereof, and if any director shall be required to perform extra services or to go or to reside abroad or otherwise shall be specially occupied about the company's business, he shall be entitled to receive a remuneration to be fixed by a disinterested quorum of the directors which may be either in addition to or in substitution for the remuneration provided for in Article 13.5.

13.7.
The continuing directors may act, notwithstanding any casual vacancy in their body, so long as there remain in office not less than the prescribed minimum number of directors duly qualified to act; but if the number falls below the prescribed minimum, the remaining directors shall not act except for the purpose of filling such vacancy or calling general meetings of shareholders.

13.8.
A director shall cease to hold office as such –

13.8.1
if he becomes insolvent, or assigns his estate for the benefit of his creditors, or suspends payment or files a petition for the liquidation of his affairs, or compounds generally with his creditors; or
13.8.2
if he becomes of unsound mind; or
13.8.3
if (unless he is not required to hold a share qualification) he has not duly qualified himself within 2 (two) months of his appointment or if he ceases to hold the required number of shares to qualify him for office; or
13.8.4 if he is absent from meetings of the directors for 6 (six) consecutive months without leave of the directors and is not represented at any such meetings during such 6 (six) consecutive months by an alternate director and the directors resolve that the office be vacated, provided that the directors shall have power to grant any director leave of absence for any or an indefinite period; or

13.8.5 if he is removed under Article 13.16;  or
13.8.6 1 (one) month or, with the permission of the directors earlier, after he has given notice in writing of his intention to resign; or
13.8.7 if he shall pursuant to the provisions of the Statutes be disqualified or cease to hold office or be prohibited from acting as director.
13.9.
The company and the directors shall comply with the provisions of the Statutes with regard to the disclosure of the interests of directors in contracts or proposed contracts; subject thereto, no director or intending director shall be disqualified by his office from contracting with the company, either with regard to such office or as vendor, purchaser or otherwise, nor shall any such contract or any contract or arrangement entered into by or on behalf of the company, in which any director shall be in any way interested, be or be liable to be avoided, nor shall any directors so contracting or being so interested be liable to account to the company for any profit realised by any such contract or arrangement by reason of such director holding that office or of the fiduciary relationship thereby established. 
13.10.
No director shall, as a director, vote in respect of any contract or arrangement in which he is so interested as aforesaid, and if he does so vote, his vote shall not be counted, nor shall he be counted for the purpose of any resolution regarding the same in the quorum present at the meeting, but these prohibitions shall not apply to -
13.10.1 any contract or dealing with a company or partnership or corporation of which the directors of the company or any of them may be directors, members, managers, officials or employees or otherwise interested; 

13.10.2 any contract by or on behalf of the company to give to the directors or any of them any security by way of indemnity or in respect of advances made by them or any of them;
13.10.3 any contract to subscribe for or to underwrite or sub-underwrite any shares in or debentures or obligations of the company or any company in which the company may in any way be interested;
13.10.4 any resolution to allot shares in or debentures or obligations of the company to any director of the company or to any matter arising out of or consequent upon any such resolution;
13.10.5 any contract for the payment of commission in respect of the subscription for such shares, debentures or obligations.
The above prohibitions may at any time or times be suspended or relaxed to any extent by the company in general meeting.

13.11. A director, notwithstanding his interest, may be counted in the quorum present at any meeting whereat any other director is appointed to hold any office or place of profit under the company or whereat the terms of any such appointment are arranged, and he may vote on any such appointment or arrangement notwithstanding that at such meeting his own appointment or an arrangement in connection therewith is a matter before the board of directors.

13.12. Any general notice given to the directors of the company by a director to the effect that he is a member of a specified company or firm shall comply with the provisions of the Statutes.

13.13. For the purpose of this Article an alternate director shall not be deemed to be interested in any contract or arrangement merely because the director for whom he is an alternate is so interested.

13.14. Nothing in this Article contained shall be construed so as to prevent any director as a member from taking part in and voting upon all questions submitted to a general meeting whether or not such director shall be personally interested or concerned in such questions.

13.15. A director may be employed by or hold any office of profit under the company or under any subsidiary company in conjunction with the office of director, other than that of auditor of the company or of any subsidiary company, and upon such terms as to appointment, remuneration and otherwise as the directors may determine, and any remuneration so paid may be in addition to the remuneration payable in terms of Article 13.5 or 13.6 :  Provided that the appointment of a director in any other capacity in the company and his remuneration must be determined by a disinterested quorum of directors.

13.16. Subject to the provisions of the Statutes, a majority of directors may remove a director at a directors meeting before the expiration of his period of office and by an ordinary resolution elect another person in his stead.  The person so elected shall hold office until the next following annual meeting of the company and shall then retire and be eligible for re-election.”
42.2. Subsidiary Articles of Association
“Borrowing powers
11.1.
Subject to 11.2, the directors may exercise all the powers of the company to borrow money and to mortgage or encumber its undertaking and property or any part thereof and to issue debentures or debenture stock (whether secured or unsecured) and other securities (with such special privileges, if any, as to allotment of shares or stock, attending and voting at general meetings, appointment of directors or otherwise as may be sanctioned by a general meeting) whether outright or as security for any debt, liability or obligation of the company or of any third party.
11.2.
The total amount owing by the company in respect of monies raised, borrowed or secured, pursuant to 11.14 shall not exceed the amount authorised by its listed holding company.”
Directors
“12.1.
Until otherwise determined by a meeting of members, the number of directors shall not be less than 4 (four).

12.2.
The directors shall have power at any time and from time to time to appoint any person as a director, either to fill a casual vacancy or as an addition to the board, but so that the total number of the directors shall not at any time exceed the maximum number fixed.  Subject to the provisions of Article 15.2, any person appointed to fill a casual vacancy or as an addition to the board shall retain office only until the next following annual meeting of the company and shall then retire and be eligible for re-election.

12.3.
The appointment of a director shall take effect upon compliance with the requirements of the Statutes.

12.4.
The shareholding qualification for directors and alternate directors may be fixed, and from time to time varied, by the company at any meeting of members and unless and until so fixed no qualification shall be required.

12.5.
The remuneration of the directors shall from time to time be determined by the company in general meeting.

12.6.
The directors shall be paid all their travelling and other expenses properly and necessarily incurred by them in and about the business of the company, and in attending meetings of the directors or of committees thereof, and if any director shall be required to perform extra services or to go or to reside abroad or otherwise shall be specially occupied about the company's business, he shall be entitled to receive a remuneration to be fixed by a disinterested quorum of the directors which may be either in addition to or in substitution for the remuneration provided for in Article 13.5.

12.7.
The continuing directors may act, notwithstanding any casual vacancy in their body, so long as there remain in office not less than the prescribed minimum number of directors duly qualified to act; but if the number falls below the prescribed minimum, the remaining directors shall not act except for the purpose of filling such vacancy or calling general meetings of shareholders.

12.8.
A director shall cease to hold office as such –

12.8.1
if he becomes insolvent, or assigns his estate for the benefit of his creditors, or suspends payment or files a petition for the liquidation of his affairs, or compounds generally with his creditors; or
12.8.2
if he becomes of unsound mind; or
12.8.3
if (unless he is not required to hold a share qualification) he has not duly qualified himself within 2 (two) months of his appointment or if he ceases to hold the required number of shares to qualify him for office; or
12.8.4
if he is absent from meetings of the directors for 6 (six) consecutive months without leave of the directors and is not represented at any such meetings during such 6 (six) consecutive months by an alternate director and the directors resolve that the office be vacated, provided that the directors shall have power to grant any director leave of absence for any or an indefinite period; or

12.8.5
if he is removed under Article 13.16;  or
12.8.6
1 (one) month or, with the permission of the directors earlier, after he has given notice in writing of his intention to resign; or
12.8.7
if he shall pursuant to the provisions of the Statutes be disqualified or cease to hold office or be prohibited from acting as director.
12.9.
The company and the directors shall comply with the provisions of the Statutes with regard to the disclosure of the interests of directors in contracts or proposed contracts; subject thereto, no director or intending director shall be disqualified by his office from contracting with the company, either with regard to such office or as vendor, purchaser or otherwise, nor shall any such contract or any contract or arrangement entered into by or on behalf of the company, in which any director shall be in any way interested, be or be liable to be avoided, nor shall any directors so contracting or being so interested be liable to account to the company for any profit realised by any such contract or arrangement by reason of such director holding that office or of the fiduciary relationship thereby established.
12.10.
No director shall, as a director, vote in respect of any contract or arrangement in which he is so interested as aforesaid, and if he does so vote, his vote shall not be counted, nor shall he be counted for the purpose of any resolution regarding the same in the quorum present at the meeting, but these prohibitions shall not apply to -
12.10.1
any contract or dealing with a company or partnership or corporation of which the directors of the company or any of them may be directors, members, managers, officials or employees or otherwise interested;

12.10.2
any contract by or on behalf of the company to give to the directors or any of them any security by way of indemnity or in respect of advances made by them or any of them;
12.10.3
any contract to subscribe for or to underwrite or sub-underwrite any shares in or debentures or obligations of the company or any company in which the company may in any way be interested;
12.10.4
any resolution to allot shares in or debentures or obligations of the company to any director of the company or to any matter arising out of or consequent upon any such resolution;
12.10.5
any contract for the payment of commission in respect of the subscription for such shares, debentures or obligations.
The above prohibitions may at any time or times be suspended or relaxed to any extent by the company in general meeting.

12.11
A director, notwithstanding his interest, may be counted in the quorum present at any meeting whereat any other director is appointed to hold any office or place of profit under the company or whereat the terms of any such appointment are arranged, and he may vote on any such appointment or arrangement notwithstanding that at such meeting his own appointment or an arrangement in connection therewith is a matter before the board of directors.

12.12Any general notice given to the directors of the company by a director to the effect that he is a member of a specified company or firm shall comply with the provisions of the Statutes.

12.13
For the purpose of this Article an alternate director shall not be deemed to be interested in any contract or arrangement merely because the director for whom he is an alternate is so interested.

12.14
Nothing in this Article contained shall be construed so as to prevent any director as a member from taking part in and voting upon all questions submitted to a general meeting whether or not such director shall be personally interested or concerned in such questions.

12.15
A director may be employed by or hold any office of profit under the company or under any subsidiary company in conjunction with the office of director, other than that of auditor of the company or of any subsidiary company, and upon such terms as to appointment, remuneration and otherwise as the directors may determine, and any remuneration so paid may be in addition to the remuneration payable in terms of Article 13.5 or 13.6 : Provided that the appointment of a director in any other capacity in the company and his remuneration must be determined by a disinterested quorum of directors.

12.16
Subject to the provisions of the Statutes, a majority of directors may remove a director at a directors meeting before the expiration of his period of office and by an ordinary resolution elect another person in his stead.  The person so elected shall hold office until the next following annual meeting of the company and shall then retire and be eligible for re-election.”

Appendix 10

	ALTERATIONS TO SHARE CAPITAL AND PREMIUM ON SHARE ISSUES




The company was incorporated on 26 October 1998 as Thetacom (Pty) Limited with an authorised share capital of 1 000 shares of R1,00 The company changed its name to Celcom Group (Proprietary) Limited on 2 September 2004 and on 15 October 2004 subdivided the ordinary shares of R1,00 each into ordinary shares of R0,10 each, resulting in an authorised share capital of R1,000 divided into 10,000 ordinary shares of R0,10 each. On the same date, Celcom Group increased its authorised share capital to R10,000 divided into 100,000 ordinary shares of R0,10 each. On 2 August 2006 Celcom Group increased its authorised share capital to R80,000 and subdivided the 100,000 ordinary shares of T0,10 each into 800,000,000 ordinary shares of R0,0001 each. The company converted to a public company on 18 August 2006. From 2 September 2004 the following alterations to the share capital and share premium of the company have occurred:

	No
	Date issued/ (cancelled)
	Offeree
	Number of shares issued

(cancelled)
	Price issued

	
	
	
	
	

	1.
	14 December 2004
	S. Brachini Family Trust
	1,710
	R0,10

	2.
	14 December 2004
	L. Brachini Family Trust
	1,710
	R0,10

	3.
	14 December 2004
	Convergence Communications
	3,000
	R0,10

	4.
	14 December 2004
	Beacham Capital Ltd
	1,158
	R0,10

	5.
	14 December 2004
	C. Karpathakis Family Trust
	422
	R0,10

	6.
	[   ]
	[The Alifam Trust]
	1,029
	[   ]

	7.
	[   ]
	[The Next Generation Trust]
	1,029
	[   ]

	8.
	[   ]
	[B Sommerville]
	877
	[   ]

	9.
	[   ]
	[G Morris]
	877
	[   ]

	
	
	
	
	


The shares were issued in order to raise working capital for the group and to fund current and future acquisitions.

The following ordinary and special resolutions in terms of which the shares have been or will be issued are as follows:

· 15 October 2004, special resolution increasing the authorised share capital to 100 000 ordinary shares and sub‑dividing the shares into R0,10 per share;

· 2 December 2004, ordinary resolution allotting and issuing 8 000 ordinary shares; and

· 2 August 2006, special resolution increasing the authorised share capital to 800 000 000 ordinary shares and sub‑dividing the shares into R0,0001 per share.

· [ordinary resolution for issue to George and Blaise]

Pursuant to a prospectus registered by the Registrar of Companies on [     ], the company issued [23 000 000] ordinary shares at R[1,00] per share to various members of the public.

The authorised and issued share capital of the company before and after the private placement is as follows:

	
	Rand

	
	

	Authorised
	

	800 000 000 ordinary shares of R0,0001 each
	80 000

	
	

	Issued before the placement
	

	[181 609 300] ordinary shares of R0.0001 each
	[18 161]

	Share premium
	[34 280 119]

	Total share capital and premium
	[34 298 280]

	
	

	
	

	Issued after the placement
	

	[204 609 300] ordinary shares of R0.0001 each
	[20 461]

	Share premium
	[56 112 819]

	Total share capital and premium
	[56 133 280]

	
	

	After write off of expenses of [    ] against the share premium account
	


· All the authorised and issued shares are of the same class and rank pari passu in every respect. 

· In accordance with the company’s articles of association, during any vote at any general meeting every person present in person or by proxy (or, if a body corporate duly represented by an authorised representative) shall, on a show of hands, have one vote and, on a poll, have that proportion of the total votes in the company which the aggregate amount of the nominal value of the shares held by that member bears to the aggregate of the nominal value of all the shares issued to the company.

· Any variation in rights attaching to shares will require the consent of shareholders in a general meeting in accordance with the company’s articles of association.

· The [     ] unissued shares will be under the control of the directors subject to the provisions of sections 221 and 222 of the Act and the Rules and Requirements of the JSE. 

· The shares of the company are not listed on any other stock exchange.

· Except as referred to in paragraph 24 of this prospectus, no offer has been made for the subscription or sale of shares during the 3 year period preceding the date of issue of this prospectus.

· At the date of this prospectus, and save as disclosed in paragraph 15 hereof the company had no loan capital outstanding, other than as disclosed in Appendix [  ] to this prospectus .

· Other than as set out in paragraph 24 of this prospectus there have been no sub-division or consolidation of shares during the preceding three years to the date of issue of this prospectus.
· Only such members that are registered in the company’s register on the day when a dividend is declared or on such other day as may be determined by the Celcom board as the last date for registration for the dividend, will be entitled to receive the dividend so declared.
· In accordance with the company’s articles of association, if the company is liquidated, the assets remaining after payment of the liabilities of the company and the liquidation costs shall be distributed amongst the members in proportion to the numbers of shares respectively held by them, subject to the rights of any members to whom shares have been issued on special conditions and subject to the company’s right to apply set‑off against the liability, if any, of members for unpaid capital or premium.
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	MAJOR SHAREHOLDERS AND CONTROLLING SHAREHOLDERS


Major Shareholders


The following shareholders will hold 5% or more of the issued share capital of Celcom Group before the private placement: 

	Shareholder
	Percentage

	Convergence Communications (Pty) Limited
	21,72

	Stefano Bracini Family Trust
	18,83

	Luca Bracini Family Trust
	18,83

	Beacham Capital Limited
	8,38

	Next Generation Trust
	7,45

	Alifam Trust
	7,45

	Blaise Sommerville
	6,35

	Guy Morris
	6,35


The following shareholders will hold 5% or more of the issued share capital of Celcom Group after the private placement: 

	Shareholder
	Percentage

	Convergence Communications (Pty) Limited
	19,28

	Stefano Bracini Family Trust
	16,71

	Luca Bracini Family Trust
	16,71

	Beacham Capital Limited
	7,44

	Next Generation Trust
	6,62

	Alifam Trust
	6,62

	Blaise Sommerville
	5,63

	Guy Morris
	5,63


No other shareholder will hold, insofar as the directors of Celcom are aware, directly or indirectly, 5% or more of the issued share capital of Celcom following the private placement..

Controlling Shareholders
The founding shareholders are party to the voting pool agreement. The salient features of the voting pool agreement are as follows:

· As at the date of listing the founding shareholders own between them, [X%] of the issued ordinary share capital of Celcom Group, all of which shareholding in terms of the voting pool agreement, comprises a voting pool;

· the voting pool agreement will remain in force for so long as the founding shareholders own at least [X%] of the issued ordinary share capital of the company or no single founding shareholder becomes the owner, whether director or indirectly, of more than 50% of the issued ordinary share capital of the company;

· the voting pool agreement places restrictions on the disposal of shares by the founding shareholders as follows:

· no shares may be disposed of in the first year following the date of the listing, in the year thereafter 10% of a founding shareholder’s shares may be sold, in the year thereafter, a further 10% of a founding shareholder’s shares may be sold, in the year thereafter, a further 10% of a founding shareholder’s shares may be sold and thereafter the restrictions cease to operate;

· the shares owned by the founding shareholders are subject to pre‑emptive rights in favour of all the other founding shareholders; and

· the founding shareholders have agreed that all shares owned by them shall be voted as determined by a simple majority of the founding shareholders, this being in respect of any matter requiring the approval of shareholders whether in terms of the Act, the Listings Requirements of the JSE and/or the articles of association of the company;

· Beacham Capital Limited is entitled to nominate a person to be appointed as a director of Celcom Group and the remaining founding shareholders have undertaken to vote their shares in favour of the appointment of such person as a director. 

Appendix 12

	SUBSIDIARY COMPANIES OF THE COMPANY




Current subsidiaries

	Name of company
	Place, date of incorporation and registration number
	Date became subsidiary
	Nature of business
	Percentage of issued shares directly owned by the company
	Issued Share Capital

R

	Virtual Payment Solutions (Pty) Limited
	South Africa

16 May 2003

Reg No. 2003/011033/07


	21 January 2005
	Telecommunications products and services
	100
	100

	Celcom (Pty) limited
	South Africa

21 October 1997

Reg No. 1997/017693/07


	1 December 1998
	Dealing in cellphones, cellphone accessories and all allied activities
	100
	101

	Go Mobile Communications (Pty) Limited
	South Africa

06 October 2003

Reg No. 2003/024698/07
	30 May 2005
	Telecommunications products and services
	100
	100

	Machine Logistics (Pty) limited
	South Africa

23 September 2003

Reg No. 2003/023887/07


	28 June 2005
	Importation and distribution of telecommunication products and services
	100
	[   ]

	V Cellular Stores (Pty) Limited
	South Africa

04 January 2005

Reg No. 2005/000823/07


	01 October 2006
	Retail stores for airtime, cellphones and accessories and all related services
	100
	[   ]

	Fonemate (Pty) limited
	South Africa

11 November 2002

Reg No. 2002/028555/07


	11 November 2002
	Importation, distribution and management of cellular communication products and services and all business allied thereto
	100
	[   ]


Subsidiaries that have been disposed of in the three years preceding the date of the listing are as follows:

	Name of company
	Place, date of incorporation and registration number
	Date became subsidiary
	Nature of business
	Percentage of issued shares directly owned by the company
	Issued Share Capital

R

	Electrocom (Pty) limited
	South Africa

16 November 1998

Reg No. 1998/022755/07


	16 November 1998
	Telecommunications products and services
	70
	[100]

	Cell Asset Finance Company (Pty) Limited
	South Africa

08 November 2002

Reg No. 2002/028160/07


	[8 November 2002]
	Telecommunications products and services
	100
	[100]
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	DETAILS OF PRINCIPAL IMMOVABLE PROPERTIES OWNED AND LEASED




PROPERTIES OWNED
[The company does not own any immovable properties]

GROUP PROPERTIES LEASED
	Location
	Expiry Date
	Unexpired Term
	Rental (per month)

(inclusive of VAT)

	1st Floor, Peregrine Building,

6A Sandown Valley Crescent

Sandown, Sandton, 2196
	31 June 2007
	8 months
	R23 352

	
	
	
	

	32, 15th Street

Eastgate Gardens
	31 December 2007
	14 months
	R24 680 to 31 December 2006;

R26 814 thereafter


Appendix 14

	PRELIMINARY AND ISSUE EXPENSES




The following expenses are expected, or have been provided for in connection with the listing and will be settled out of the proceeds thereof:

	
	Rand

	
	

	Corporate advisor, Legal advisor and sponsor fees payable to Java Capital
	[1,500,000]

	Advisor fees payable to Beacham Capital
	[900,000]

	Capital raising fees
	[600,000]

	Reporting accountant’s fees payable to Moores Rowland
	[100,000]

	Legal fees payable to Fluxmans Inc. 
	[100,000]

	Auditors fees payable to Moores Rowland and Tuffias Sandberg
	[300,000]

	Investor relations
	[65,000]

	JSE – documentation fees
	[82,700]

	JSE listing fees
	[20,000]

	Announcements
	[154,000]

	Printing 
	[77,000]

	Share creation duty
	[20,000]

	Secretarial fees
	[30,000]

	Transfer secretary fees
	[30,000]

	Contingency
	[150,000]

	
	

	Total
	[4,128,700]


Of the abovementioned amounts, [      ] will be written off the share premium account.

Appendix 15

	CORPORATE GOVERNANCE 



The board of directors of Celcom Group sets the group’s overall policy and provides guidance and input in areas relating to strategic direction, planning, acquisitions, performance measurement, resource allocation, key appointments, standards of conduct and communication with stakeholders.

The company’s corporate philosophy is consistent with the principles of the King Report on Corporate Governance in that, inter alia:

· The roles of Chairman and Chief Executive Officer (“CEO’) will be separated;

· A non-executive director will be elected Non-Executive Chairman;

· Service contracts of executive directors do not exceed four years in duration; and

· Remuneration and audit committees are chaired by non-executive directors.

Code of Conduct

The directors acknowledge the importance of sound corporate governance and the guidelines set out in the Principles of Good Corporate Governance and Code of Best Practice (“Combined Code”).  The directors therefore intend to embrace the Combined Code so far as is appropriate having regard to the size and nature of the various companies making up the group. The board will take such measures so far as is practicable to comply with the Combined Code.

Board of Directors

The company has […]executive directors and […] non-executive directors. The non‑executive directors are all fully independent of management and free to make their own decisions and independent judgements. They enjoy no benefits from the company for their services as directors other than their fees and potential capital gains and dividends on their interests in shares and options in respect of shares.

The non-executive directors are high calibre professionals and sufficient in number for their independent views to carry significant weight in the board’s deliberations and decisions.

The board retains full and effective control over the company. Apart from regular meetings, additional meetings are arranged when necessary to review strategy, planning, operations, financial performance, risk and capital expenditure, human resource and environmental management.  The board is also responsible for monitoring the activities of the executive management.

The Executive Committee

[The Executive Committee comprises […] executive directors, together with the managing directors of each of the subsidiary companies.]

The Executive Committee, which is responsible for the daily running of the group, regularly reviews current operations in detail, develops strategy and policy proposals for consideration by the board and then implements its directives. In view of the foregoing, the positions of Non-Executive Chairman and CEO will not been combined.

The board has also established a number of standing committees on which only the non-executive directors serve and to which Executive Committee members are invited.

The Non-Executive Chairperson liases on a regular basis with the Financial Director and the CEO, with regard to matters raised and to be raised at committee meetings.

Audit Committee

The Audit Committee, chaired by […], and attended by the company’s Designated Advisor will be formed for the purposes of monitoring and reviewing:

· the effectiveness of the group’s information systems and other systems of internal control; 

· the effectiveness of the internal audit function;

· the reports of both the external and internal auditors;

· the annual report and specifically the annual financial statements included therein;

· the accounting policies of the group and any proposed revisions thereto;

· the external audit findings, reports and fees and the approval thereof; and

· compliance with applicable legislation and requirements of regulatory authorities.

The internal and external auditors have unrestricted access to the Audit Committee and its chairman with a view to ensuring that their independence is not impaired.

Remuneration Committee

The Remuneration Committee is chaired by a non‑executive director. This committee will establish the group’s remuneration philosophy, review the terms and conditions of employment of the executive directors and other executives, as well as incentive schemes.

Risk Management Committee

The primary objective of the envisaged Risk Management Committee is to minimise business risk by safeguarding the assets and income earning capacity of the group. 

The Risk Management Committee, chaired by […]monitors and reviews the group’s risk management programme.

This philosophy is founded on the identification of risk. The introduction of the necessary control measures to reduce the risks identified at the lowest level possible and the procurement of insurance for those events that are severe in nature, although infrequent in occurrence and which are usually beyond the control of management. The Risk Management Committee will through policies, procedures and reports, manage the following areas of risk:

· Financial

· Surplus fund investment – counter party;

· Exchange rate fluctuations;

· Profit – loss of income;

· Human resources;

· Asset protection;

· Operational;

· Natural disasters;

· Human exposure; and

· Environmental;
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	SALIENT FEATURES OF THE COMPANY’S SHARE OPTION AND SHARE PURCHASE SCHEME 




The salient features of the company’s share option and share purchase scheme (the “share scheme” or the “scheme”) are set out below. The share scheme, which is constituted by way of a trust deed adopted on [_____] 2006, is intended as an incentive to employees to promote the continued growth of the company by giving employees an opportunity to acquire shares in the company. The trustees of the share scheme are _______ and ________ (the “trustees”). 

The following does not purport to be exhaustive of the provisions of the share scheme.  For a full appreciation of the provisions of the share scheme, shareholders should refer to the full text of the deed constituting the scheme. 

43. NATURE
In terms of the share scheme the directors may from time to time offer shares to the trustees and grant options to the trustees and simultaneously instruct and authorise the trustees in writing to offer such shares or grant options to employees named in the offer.

The maximum number of shares capable of being allocated by the directors of the company to the share scheme shall not exceed 10% of the entire issued share capital of the company, on a fully diluted basis from time to time. This limit will include any shares offered and accepted and any options granted and exercised in terms of the scheme. Share incentive schemes may be created for subsidiary companies within this overall limit.

Options granted must be exercised within 10 years of the date of grant, and may be exercised at any time during such period. 

44. BENEFICIARIES
Full-time employees, including salaried directors of the company and its subsidiary companies shall be eligible to participate in the scheme (“the beneficiaries”). The participation of any beneficiary and the form of his/her participation in the scheme shall be at the discretion of the directors of the company.  The maximum number of shares which any beneficiary is entitled to acquire in terms of the scheme shall not exceed the limit determined from time to time by the directors, it being recorded that the current limit is […]% of the aggregate number of shares capable of being allocated by the directors of the company to the scheme.

45. PRICING
Shares offered and options granted after the listing date will be priced at the weighted average sales price of a share over the 30 business days immediately preceding the offer date or option date, less 5%.

46. PARTICIPATION IN RIGHTS ISSUES 
Mechanisms are created in the share scheme such that beneficiaries under the share scheme shall effectively be entitled to participate in any rights issues in accordance with the terms thereof, other than in respect of options which have been granted and not yet accepted and/or in the case of any shares under option which do not form part of the issued share capital of the company (and accordingly are not the subject matter of the rights issue). 

47. RELEASE PERIOD
Following the acceptance of an offer or the grant and exercise of an option, the relevant shares shall only be released to beneficiaries in accordance with the following: 

47.1. 20% (twenty per cent) of each tranche on or after the first anniversary as from the offer date or option date, as the case may be;

47.2. 40% (forty per cent) of each tranche on or after the second anniversary of the offer date or option date, as the case may be;

47.3. 60% (sixty per cent) of each tranche on or after the third anniversary of the offer date or option date, as the case may be;

47.4. 80% (eighty per cent) of each tranche on or after the fourth anniversary of the offer date or option date, as the case may be;

47.5. 100% (one hundred per cent) of each tranche on or after the fifth anniversary of the offer date or option date, as the case may be,

which release periods will apply on a cumulative basis and will apply even if any amount owing in respect of the relevant shares has been paid in full. 
48. DEATH, RETIREMENT OR DISABILITY, DISMISSAL OR RESIGNATION
The following conditions will apply in the event of:

48.1. Death

If a beneficiary ceases to be an employee by reason of death then, in respect of that beneficiary’s reserved shares which have not been paid for on the date of death or, if paid for, have not been released -

48.1.1. any amount owing in respect of such shares shall become payable within 24 (twenty-four) months after the date of death; and

48.1.2. as soon as such amount has been paid in full, all restrictions against transactions in respect of those shares shall immediately cease to be of any further force or effect.

48.2. Retirement or Disability

If a beneficiary ceases to be an employee by reason of serious incapacity, serious disability or retirement then, in respect of that beneficiary’s reserved shares which have not been paid for as at the date of such cessation of employment or, if paid for, have not been released -

48.2.1. any amount owing in respect of such shares shall become payable within 24 (twenty-four) months after the date of cessation of employment; and

48.2.2. as soon as such amounts have been paid in full, all restrictions against transactions in respect of those shares shall immediately cease to be of any further force or effect.

48.3. Dismissal

If a beneficiary ceases to be an employee by reason of the dismissal of such employee on grounds of misconduct, poor performance or proven dishonest or fraudulent conduct (whether such cessation occurs as a result of notice given to or by him or otherwise or where he resigns to avoid dismissal on grounds of misconduct, poor performance or proven dishonest or fraudulent conduct), then, in respect of that beneficiary’s reserved shares which have not been paid for as at the date of such cessation or, if paid for, have not been released -

48.3.1. in respect of such of those reserved shares in respect of which amounts remain outstanding but are otherwise due to be released to that beneficiary:

48.3.1.1. the amounts owing in respect of such shares, shall become payable within 30 (thirty) days after the date of cessation of employment; and

48.3.1.2. as soon as such share debt has been paid on time and in full, together with the payment of all stamp duty payable in respect of the transfer such shares (if any), all restrictions against transactions in respect of those shares shall immediately cease to be of any further force or effect; 

48.3.2. as regards any other of such beneficiary’s those reserved shares (being shares not due to be released to that beneficiary, the trustees may be resolution cancel the sale of those shares to the beneficiary. 

48.4. Other Reasons for Cessation of Employment

If a beneficiary ceases to be an employee by reason of circumstances other than those contemplated above, this will be dealt with as though the employee has ceased to be an employee by reason of death. 

49. AMENDMENTS
49.1. The terms of the share scheme may be amended from time to time by the directors and the trustees, but –

49.1.1. the terms or conditions of allotment of any shares or of any offer or option may not be altered without such consent on the part of the beneficiaries concerned (treated as a separate class) as would be required under the company’s articles of association for a variation or cancellation of the rights attached to those shares;

49.1.2. no amendment shall be made, if the company’s shares are listed on the JSE without the prior approval of the JSE, if so required in terms of the rules of the JSE;

49.1.3. no amendment in respect of the following matters shall operate unless such amendment has received the approval of the company in general meeting –

49.1.3.1. the persons who may become participants under the scheme;

49.1.3.2. the voting, distribution, transfer and other rights (including those arising on the liquidation of the company) attaching to scheme shares;

49.1.3.3. the total number of the securities which may be utilised for purposes of the scheme;

49.1.3.4. a fixed maximum entitlement for any one participant;

49.1.3.5. the basis for determining the purchase, subscription or option price of scheme shares which shall be a fixed mechanism for all beneficiaries under the scheme;

49.1.3.6. the amount, if any, payable on application or acceptance; the basis for determining the purchase or subscription price; the period in which payments, or loans to provide the same, may be paid or after which payments or loans to provide the same, must be paid; the terms of any loan; the procedure to be adopted on termination of employment or retirement of a participant.

49.2. Notwithstanding the aforeoging, if it should become necessary or desirable by reason of the enactment of any new act or regulation at any time after the signing of this trust deed, to amend the provisions of this trust deed so as to preserve the substance of the provisions contained in this trust deed but to amend the form so as to achieve the objectives embodied in this trust deed in the best manner having regard to such new legislation and without prejudice to the beneficiaries concerned, then the directors and trustees may amend this trust deed accordingly.

50. TRUSTEES
50.1. There shall, at all times, be a minimum of 2 (two) and a maximum of 4 (four) trustees of the trust.

50.2. To the extent required in terms of the Listings Requirements of the JSE, from time to time –

50.2.1. executive directors of the company shall not be appointed as trustees of the trust;

50.2.2. non-executive directors of the company may be appointed as trustees of the trust, provided they do not benefit from the share scheme; and

50.2.3. the trustees shall not be participants under the share scheme.

51. ANNUAL DISCLOSURE
The company shall disclose in its annual financial statements –

51.1. the number of shares reserved for the scheme remaining unissued on the last day of each financial year;

51.2. the number of shares sold by the trust to beneficiaries, which shares are still subject to the terms of the trust;

51.3. the number of shares sold by the trust to beneficiaries during each financial year;

51.4. the number of shares available for sale by the trustees to proposed participants;

51.5. such other disclosures as may be required in terms of the rules of the JSE from time to time.

Appendix 17

	INTER‑COMPANY TRANSACTIONS




The details of all inter‑company claims, prior to elimination on consolidation, as at [   ] are as follows:

	Company

	Celcom Group
	Celcom 
	VPS
	Go Mobile

	R4 198 304 (owing to Celcom)

R3 638 300 (owing by VPS)

R517 449 (owing by Go Mobile)
	R4 198 304 (owing by Celcom Group)
	R3 638 300 (owing to Celcom Group)
	R517 449 (owing to Celcom Group)

	
	
	
	

	
	
	
	

	
	
	
	


Appendix 18


	MATERIAL CONTRACTS




Details of the material contracts entered into by the company or its subsidiaries are as follows:

	Contract
	Parties to the contract
	Nature of contract
	Dates

	The Aliferis acquisition agreement
	Celcom Group, G. Aliferis, N. Aliferis, The Next Generation Trust and The Alifam Trust
	Acquisition of the Vodacom retail franchise business operated by G. Aliferis and N. Aliferis
	30 June 2006[   ]

	The Sommerville and Morris acquisition agreement
	Celcom Group and Sommerville and Morris Partners, represented by B. Sommerville and G. Morris
	Acquisition of the Vodacom retail franchise business conducted by Sommerville and Morris Partners
	30 June 2006

	Letter of consent from Vodacom and Vodacom Service Provider
	Vodacom, Vodacom Service Provider and Celcom Group (and its subsidiaries)
	Letter of consent in terms of which Vodacom and Vodacom Service Provider consent to the Aliferis acquisition and the Sommerville and Morris acquisition
	[7 September 2006]

	Nashua Mobile dealer agreement
	Go Mobile and Nashua Mobile (Proprietary) Limited
	Appointment of Go Mobile as dealer to market and sell goods and services comprising SIM cards and telecommunications solutions.
	26 October 2005 to 31 March 2006

	Teltonika product distribution agreement
	Machine Logistics and Teltonika UAB
	Appointment of Machine Logistics as a distributor of Teltonika’s GSM modems and similar products
	24 May 2006 to 31 December 2006

	Nokia mobile enhancements partner
	Celcom Group and Nokia
	Appointment of Celcom Group as original mobile enhancements partner to Nokia
	January 2006

	Motorola official supplier status
	Celcom Group and Motorola
	Appointment of Celcom Group as official supplier of Motorola original accessories in Sub‑Saharan Africa
	June 2004

	Vodacom Service Provider service level agreement
	Celcom Group and Vodacom Service Provider
	Appointment of Celcom Group as supplier of cellular accessories into the Vodashop channel
	1 April 2006 to 31 March 2007

	Glocell switching services contract
	VPS and Glocell (Proprietary) Limited
	Appointment of VPS as provider of switching services to Glocell
	1 June 2006

	Nashua Mobile switching services and software licensing agreement
	VPS and Nashua Mobile (Proprietary) Limited
	Appointment of VPS to provide switching services to Nashua Mobile in respect of Vodacom vouchers, Telkom vouchers, Worldcall vouchers, MTN vouchers and Cell C vouchers and provides for the licensing of certain related software to Nashua Mobile.
	17 October 2005

	Shell sale and distribution agreement
	VPS and Shell Select Convenient Stores
	Appointment of VPS as supplier of starter packs in respect of Vodacom, Cell C and MTN starter packs to Shell Select Convenient Stores.
	14 October 2004

	[Total South Africa trading agreement]
	[Terms of this agreement are unclear. Celcom please clarify]
	
	

	Vodacom Service Provider virtual voucher warehousing and distribution agreement
	VPS and Vodacom Service Provider.
	Appointment of VPS as supplier of a virtual voucher recharge warehousing and distribution system for use by Vodacom Service Provider’s retail partners, including dealers and franchisees. This is a “heads of agreement” with separate agreements to be entered into with each retailer in due course.
	1 February 2005

	Corporate dealer appointment – Vodacom Service Provider Products
	Go Mobile and Vodacom Service Provider
	Heads of agreement in regard to the corporate dealer relationship between Go Mobile and Vodacom Service Provider.
	1 May 2005 to 30 April 2007

	Vodacom Service Provider accessories, services and personnel supply agreement
	Celcom Group and Vodacom Service Provider
	Appointment of Celcom Group to supply accessories, services and personnel into the Vodacom Service Provider “warehouse”.
	2 June 2003

	Vending for Africa switching services and software licensing agreement
	VPS and Vending for Africa (Proprietary) Limited
	Appointment of VPS to provide switching services to Vending for Africa and provides for the licensing of certain related software to Vending for Africa
	12 June 2006

	Makro switching services and software licensing agreement
	VPS and Mass Stores (Pty) Limited trading as Makro SA
	Appointment of VPS to provide switching services to Makro SA in respect of Vodacom and Cell C vouchers and provides for the licensing of certain related software to Makro SA
	23 September 2005

	
	
	
	


CELCOM GROUP LIMITED

(Incorporated in the Republic of South Africa)

(Company registration number 1998/021219/06)

(“Celcom Group ” or “the company”)

JSE code:___   ISIN:_____

APPLICATION FORM

Private placement by way of an offer for subscription of [   ] ordinary shares of [  ] cents each (“shares”) in the share capital of Celcom Group registered in terms of the prospectus dated [   ]

Please refer to the instructions overleaf before completing this application form.

Dematerialised shares

Applicants who commit to accept the private placement in uncertificated form and do have a CSDP or broker should complete this application form in respect of the private placement and deliver it to their duly appointed CSDP or broker, as the case may be, by the time and date stipulated in the agreement governing their relationship with their CSDP or broker.

Certificated shares

Applicants who commit to accept the private placement in a physical share certificate form must complete this application form and send it to Ultra Registrars (Proprietary) Limited (“Ultra Registrars”) in an envelope marked “Ultra Registrars – Celcom Group Offer” together with a cheque (crossed “not transferable”) or banker’s draft in South African currency and drawn in favour of “Ultra Registrars – Celcom Group Offer” either by post (at their own risk) (PO Box 4844, Johannesburg, 2000) or by hand (Fifth Floor, 11 Diagonal Street, Johannesburg, 2001), to be received by no later than 12h00 on Friday, [   ].

Each application submitted must be in one name only and show only one address. The directors of Celcom Group reserve the right to accept or reject any application, whether it is for certificated or uncertificated shares, in whole or in part, particularly if the instructions overleaf and as set out in this prospectus are not properly complied with.

To the directors.

Celcom Group Limited

1.
I/we, the undersigned, confirm that I/we have full legal capacity to contract and, having read the prospectus, hereby irrevocably apply for and request you to accept my/our application for the undermentioned number of shares in Celcom Group at [  ] cents per share or any lesser number that may, in your absolute discretion, be allotted to me/us, subject to the articles of association of Celcom Group .

2.
Those applicants who wish to receive their allocated shares in uncertificated form and who do have a CSDP or broker must hand this application form to their appointed CSDP or broker. Payment in respect of these applications will be, in terms of the custody agreement entered into between the applicant and their respective CSDP or broker, on a delivery versus payment basis.

3.
Those applicants who wish to receive their allocated shares in certificated form commit to accept the physical share certificate and hereby enclose a crossed cheque/banker’s draft in favour of [“Ultra Registrars – Celcom Group Offer”] for the appropriate amount due in terms of this application. 

4.
I/we understand that the subscription for shares in terms of the prospectus is conditional on the granting of a listing, by [   ] or such later date as the directors may determine, on the Alternative Exchange (“Altx”) of the shares of Celcom Group .

Dated




2006
     Telephone number (      )

Signature

Assisted by (where applicable)

	Surname of individual


	Mr

Mrs 

Miss 

Other title

	First Names (in full)


	

	To be completed by all applicants 

Postal address (Preferably PO Box address)

Telephone number

Refund cheques and share certificates, if applicable, will be sent to this address
	

	Total number of ordinary shares applied for

Note: Minimum number of [   ] shares and thereafter in multiples of [   ] shares
	(Enter figures only - not words)

	Total amount of cheque or banker’s draft to cover ordinary shares applied for herein at [  ] cents per share
	R

(Enter figures only – not words)


This application will constitute a legal contract between seller and applicant. The seller of the shares is Celcom Group. Application forms for certificated or uncertificated shares where this portion has not been completed will not be accepted.

Instructions:

1.
Applications may be made on this application form only. Copies or reproductions of the application form will not be accepted.

2.
Applications are irrevocable and may be not withdrawn once submitted to the transfer secretaries, CSDPs or brokers.

3.
All CSDPs and brokers will be required to retain this application form for presentation to the directors if required.

4.
Please refer to the terms and conditions of the private placement set out in paragraph [  ] of the prospectus. Applicants should consult their brokers, bankers, or other professional advisers in case of doubt as to the correct completion of this application form.

5.
Applications must be for a minimum of [500] shares and thereafter in whole multiples of [100].

6.
Applicants who wish to receive their shares in uncertificated form and who do have a CSDP or broker, must do so in terms of the custody agreement entered into between them and their CSDP or broker. Accordingly, payment will be made in terms of their agreement entered into between them and their CSDP or broker on a delivery versus payment basis.

7.
Applicants who wish to receive their shares in certificated form must submit only one application form and one cheque or banker’s draft in respect of each application. To the extent that more than one application is submitted, the first application form received will be the one in respect of which Celcom Group shares will be allocated in terms of the prospectus and further application form(s) will be ignored. The application monies applicable thereto will be held by the transfer secretaries and returned without interest to the applicants concerned with all other returned cheques in terms of the prospectus at the Applicant’s risk. Postal orders, cash or telegraphic transfers will not be accepted.

8.
No receipts will be issued for application forms, application monies or any supporting documentation unless specifically requested and applications will only be regarded as complete when the relevant cheque/banker’s draft has been paid. All monies will be deposited immediately for payment. If a receipt is required, shareholders or lodging agents are required to prepare special transaction receipts for application forms lodged.

9.
If any cheques or banker’s draft is dishonoured, the company may, in its sole discretion, regard the relevant application as invalid or take such other steps in regard thereto as it may deem fit.

10.
All alterations on the application form must be authenticated by full signature.

11.
Celcom Group will use the “certified transfer deeds and other temporary “documents of title ”procedure approved by the JSE Limited and therefore will issue only a “block” certificate for the shares allotted in terms of this application. 

12.
Blocked Rand may be used by emigrants and non-residents of the common monetary area (comprising the Republics of South Africa and Namibia and the Kingdoms of Swaziland and Lesotho) for payment in terms of the and reference should be made to paragraph [10.1.15] of the Prospectus which deals with Exchange Control Regulations.

13.
Should the private placement not be successful, all monies will be appropriately refunded within seven days of the closing of the offer.
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