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RETEC DIGITAL PLC

Chairman’s statement

Introduction

Results for the year
ended 30 June 2008

Cash

Operational review

This year represents Retec Digital PLC's first full year as a listed company. We have grown
organically at a healthy rate, with turnover up by 52 per cent. and have shown an operating
profit before the effects of intangibles and share based payments, for the first time. Since the
start of the calendar year, we have been able to make two acquisitions which will considerably
enhance our product offering.

The economic climate has meant that trading conditions have remained tough and we are by
no means insulated from the effects of the turmoil in the financial markets at present.
However, | am delighted that you, the shareholders, have supported us through the fund
raisings we carried out in May 2008, and again in September 2008, allowing us to continue
our growth through the acquisitions of Liquid Digital Limited (“Liquid”) and ODD London
Limited (“ODD”").

Percentage 2008 2007
change £000 £000
Turnover +52 6,205 4,069
Gross profit +85 1,834 991
EBITDA 1,065 124
Operating profit/(loss) before amortisation of
intangibles and share based payments +105 22 (424)
Loss before tax +60 (339) (843)
Losses per share
— Basic and fully diluted (0.22p) (0.87p)

We raised £744,000 before expenses in May 2008 and cash balances at 30 June 2008
stood at £459,000 (2007: £1,044,000).

The Company is not in a position to pay dividends at this time although it remains the aspiration
of the Directors to make dividend payments in the future.

Retec Digital PLC (“Retec”) provides retailers with Guided Selling solutions designed to
increase core sales, provide additional revenue opportunities, and to improve cost control
and customer satisfaction.

Retec has further developed its
relationships  with its four principal
customers from the prior year, namely
Sainsbury’s, Tesco and, in partnership
with IBM UK Limited, Alliance Boots and
Argos. We have also added further
names to our customer list including but
not limited to: ASDA, Debenhams and
WH Smith.

Tesco Direct stock checker, Cribbs Causeway in Bristol

In June 2008 Retec announced a new partnership with NCR Corporation, a leading global
technology company, to provide self-service guided selling solutions incorporating software
from Retec and kiosks from NCR. This agreement was a significant step for Retec and has
already benefited our organic expansion.
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RETEC DIGITAL PLC

Chairman’s statement coninwed

Acquisitions

Within Retec’s offering of Entertainment Xtra to Sainsbury’s, we have been able to
demonstrate continually to the customer that the returns achieved run in excess of
20 per cent. By any measure this is extremely encouraging and we will be extending our
presence to both Games and Books during the next financial year.

In order to increase uniformity across all our major contracts, we have also changed the basis
ofthe business model with Sainsbury's as of 30 June 2008 to that of a service contract whereby
we are now paid for our services directly by Sainsbury’s rather than through a lease
arrangement. As a consequence the equipment leased by ourselves is no longer on our
balance sheet.

Early in the year, in partnership with IBM UK Limited, we completed the delivery of 1,340
Advantage Card kiosks to Alliance Boots and a further 1,000 Quick Pay kiosks to Argos.

We have continually sought to bring new products and services to market. Electronics and
Wine are the principal Product Selectors which we have trialled during the year, and the
Electrical Goods Comparison touch screen solution for Debenhams was announced on
I3 October 2008. These have shown similar results to that of entertainment and we are in
discussions regarding deploying these further into our customer base.

The acquisition of Liquid Digital Limited for a consideration of £250,000 in cash and shares,
announced on 20 May 2008, brought with it enhanced relationships with a number of key
retailers, in particular WH Smith. Liquid is a multi-media creative business that designs and
operates screen networks in the digital media market. It maintains the large screen network for
WH Smith Travel outlets, and through this relationship we are aiming to expand our presence
in this retailer. In the yearto 3| May 2007, Liquid had an unaudited turnover of £551,000 and
a profit before tax of £20,000. Its unaudited net assets at 31 May were £16,000.
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Screen network for WH Smith, Heathrow T5, supplied by Liquid Digital
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RETEC DIGITAL PLC

Chalrman’s statement continues

Shirt ordering kiosk for Liverpool FC, delivered by
Retec Interface and Liquid

The experience and expertise that the Liquid acquisition has brought to
the Group has enabled us to merge some of our creative and technical
activities and significantly enhance our capacity to deliver projects. One of
our early successes for this was the delivery of a new shirt printing order
point for Liverpool FC.

Post year-end, on | September 2008, we acquired ODD for a
consideration of £540,000 in cash and shares.

ODD is a design-led communications agency whose client list includes
Kickers, Kiss, New Look, Nike, Sony and Westfield. It has a
multi-disciplinary offering, which ranges from product design to fully
integrated marketing campaigns. In the year to 31 December 2007,
ODD had an unaudited turnover of £2,206,000 and profit before tax of
£54,000. Its unaudited gross assets at 31 December 2007 were
£667,000. The acquisition of ODD has given Retec access to its client list
and has significantly extended the Group’s product offering and range
of capabilities.

Digital Bluetooth street installation by ODD for launch of NIKEID Studio in London, 2007

Convertible loan In order to underpin the growth of the business, we announced on 5 September 2008 that we

stock had issued new convertible unsecured loan stock. This convertible unsecured loan stock
carries a coupon interest rate of 8 per cent. per annum payable quarterly in arrears and is
convertible at 2 pence per ordinary share or (if less) the lowest price per ordinary share at
which, whilst convertible unsecured loan stock remains outstanding, the Company issues, or
agrees or commits itself, to issue ordinary shares at any time up until 31 December 2009, at
which point any issued but unexercised convertible unsecured loan Stock is repayable by the
Company. This was used to repay the existing £150,000 loan from Meadowside and to
provide more working capital for the Group.
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RETEC DIGITAL PLC

Chalrman’s statement continues

Changes to the
Articles of
Association of
Retec Digital PLC

Current trading
and outlook

In the light of the new provisions introduced by the Companies Act 2006, it is proposed that
the Company adopts new Articles of Association updated to take into account the new law.
Accordingly, it will be proposed to adopt new Articles at the forthcoming AGM.

The list below summarises the principal new elements contained within the proposed new
Avrticles of Association:

° Provisions governing how the Board may authorise a Director where a conflict of
interest may exist.

° Provisions to enable general meetings of the Company to be held on 4 days’ notice
notwithstanding the proposing of a special resolution.

° Provisions giving the Company the ability to take advantage of the ability to use
electronic communications for the distribution of notices and documents to members.

We enter 2008/09 with an expanded business based both on organic growth and selective
acquisition. We have been able to increase our customer base and capabilities despite a tough
economic environment for our products and services, and we will be seeking to consolidate
these during the next financial year.

We believe that organic growth will not be as strong during the current year but that the
Group will continue to grow as a whole. The Board remains confident of the future prospects
of the Company.

Sir Brian Ivory
Chairman

28 October 2008
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RETEC DIGITAL PLC

Directors’ report

Principal activity

Results and dividends

Directors and
their interests

The Directors present their report together with the audited financial statements for the year
ended 30 June 2008.

The Group’s principal activity is the development and supply of innovative multi-media
marketing solutions to the retail industry.

The results of the Group for the year ended 30 June 2008 and the financial position at
the year end are set out in the consolidated income statement and consolidated balance
sheet on pages |7 and |8 respectively. No dividends will be distributed for the year ended
30 June 2008.

The Directors who held office during the year and to date were as follows:

Sir Brian Ivory
] Cole

B J Ellis

R Hayim

| Deste

C R H McKay

The Directors in office at 30 June 2008 had the following interests in the share capital of
the Company:

Ordinary 0.5p shares “B” deferred 0.005p shares

2008 2007 2008 2007
Sir Brian Ivory 2,450,000 2,150,000 585,000,000 585,000,000
J Cole 5,680,442 4,880,422 398,630,430 398,630,430
B J Ellis [,145,833 [,145,833 225,000,000 225,000,000
R Hayim 160,000 — — —
| Deste 120,000 — — —
C R H McKay 1,240,000 440,000 — —

None of the Directors in office at 30 June 2008 or 30 June 2007 had an interest in the
Deferred |p shares of the Company.

One third of Directors must offer themselves for re-election at the forthcoming Annual
General Meeting together with those Directors who have joined the Board since the last
Annual General Meeting.

ANNUAL REPORT AND FINANCIAL STATEMENTS 2008 | 7



RETEC DIGITAL PLC

Directors’ report conines

Share options

Share warrants

Substantial
shareholders

The options over or awards in respect of ordinary shares granted to Directors in office at
30 June 2008 under the Unapproved General Share Option Scheme or the Enterprise
Management Incentive Share Option Scheme, and remaining unexercised at the year end,
are as follows:

At 30/06/07 Exercise price  Last exercise

Director Scheme and 30/06/08 (pence) date
J Cole Unapproved general 1,983,350 2 13/10/10
EMI 600,000 3.75 14/09/1'|

EMI 212,500 4 1/03/12

B J Ellis Unapproved general 625,000 2 13/10/10
Unapproved general 75,000 4 [/03/12

R Hayim Unapproved general 75,000 4 [/03/12
Sir Brian Ivory Unapproved general 625,000 2 13/10/10
Unapproved general 100,000 4 [/03/12

C R H McKay Unapproved general 1,691,650 2 13/10/10
EMI 600,000 3.75 14/09/1'|

EMI 187,500 4 1/03/12

The Enterprise Management Incentive Scheme is only available to employees working more
than 25 hours each week within the business. Options are exercisable over a five year period
but only once the options have vested. This occurs |/3 on each of the first, second and third
anniversaries of the date of grant. There were no awards made in the year to 30 June 2008.

The Unapproved Share Option Scheme is open to any person approved by the Board of
Directors. There were no awards made in the year to 30 June 2008.

The warrants in respect of Ordinary Shares granted to Directors in office at 30 June 2008,
and remaining unexercised at the year end, are as follows:

At 30/06/07 Exercise price
Director and 30/06/08 (pence) Exercise date
Sir Brian Ivory 62,500 2 30/09/10
R Hayim* 125,000 2 30/09/10
C R H McKay 25,000 2 30/09/10

* R Hayim, through his participation in CSS Capital Managers LLP as a partner, holds the benefit of warrants to subscribe for
125,000 ordinary shares at 2p per share exercisable on or prior to 30 September 2010.

As at 30 June 2008 the Company had been notified of the following beneficial interests in
3 per cent. or more of its issued share capital pursuant to part (vi) of the Companies Act |985:

Percentage of
issued share

capital
Meadowside Leasing Limited 18.0
Williams de Broé 6.28
] Cole 3.52
C Dunkerley 3.12
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RETEC DIGITAL PLC

Directors’ report conines

Charitable and
political donations

Creditor payment
policy

Auditors

The Company made charitable donations during the year of £2,933 (2007: £252) but no
political donations (2007: £Nil).

The Company’s policy is to abide by the payment terms agreed with the suppliers.
On average, creditors are settled within 60 days following receipt of invoice.

The auditors, haysmacintyre, will be proposed for re-appointment in accordance with s485
of the Companies Act 2006.

On behalf of the Board

V ] Hawrych
Secretary

28 October 2008
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RETEC DIGITAL PLC

Corporate governance

The Board of
Directors

Details of the Company’s corporate governance arrangements are set out below. The Board
of Directors acknowledges the importance of the principles set out in The Combined Code
issued by the Committee on Corporate Governance. Although the Combined Code is not
compulsory for AIM listed companies, the Board has applied the principles as far as practicable
and appropriate for a relatively small public company.

We give below a statement as to how the Company applies the principles of Section | of the
Revised Code, together with a statement regarding its compliance with specific provisions.
The Board consists of a Chairman, two executive Directors, and three non-executive
Directors. The non-executive Directors are considered independent by the Board as required
by the Combined Code given the nature of their shareholdings. The Company has been in
compliance throughout the year with the provisions set out in the Combined Code for
Corporate Governance with the following exceptions:

° There is no formal training programme for new Directors on joining the Board. This is
contrary to provision A.5.1;

° The Board has not undertaken a formal and rigorous annual evaluation of its own
performance and the individual Directors. This is contrary to provision A.6. | and A.7.2
but is being reviewed; and

° The non-executive Directors of the Company have not been appointed for specific
terms as required by provision A.7.2 but is being reviewed.

The Board meets regularly and is responsible for strategy, performance, approval of major
capital projects and the framework of internal controls. The Board has a formal schedule of
matters specifically reserved to it for decision. To enable the Board to discharge its duties, all
Directors receive appropriate and timely information. Briefing papers are distributed to all
Directors in advance of Board meetings. All Directors have access to the advice and services of
the Company Secretary. The appointment and removal of the Company Secretary is a matter
for the Board as a whole. In addition, procedures are in place to enable the Directors to obtain
independent professional advice in the furtherance of their duties, if necessary, at the
Company's expense.

During the year, all serving Directors attended the monthly Board meetings that were held.
In addition to the scheduled meetings there is frequent contact between all the Directors
in connection with the Company’s business including remuneration and audit committee
meetings which are held as required, but as a minimum twice per annum.

Directors are subject to re-election by the shareholders at Annual General Meetings.
The Articles of Association provide that Directors will be subject to re-election at the first
opportunity after their appointment and the Board submit to re-election at intervals of
three vears.
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RETEC DIGITAL PLC

Corporate Sovernance conines

Nominations
Committee

Audit Committee

Remuneration
Committee

Internal financial
control

The Nominations Committee consists of B | Ellis (Chairman), Sir Brian Ivory and | Cole.
The Committee’s role is to consider and approve the appointment of Directors joining the
Board. It takes account of the size of business and the remit of new Directors in bringing skills to
the Company that it may not necessarily have immediately available to it.

Recommendations from the Nominations Committee are then discussed by the full Board.

The Audit Committee consists of R Hayim (Chairman) and B | Ellis. The Audit Committee
meets at least twice a year and is responsible for monitoring compliance with accounting and
legal requirements and for reviewing the annual and interim financial statements prior to their
submission for approval by the Board. The Committee also discusses the scope of the audit
and its findings and considers the appointment and fees of the external auditors.

The Audit Committee believes that it is not currently appropriate for the Company to maintain
an internal audit function due to its size.

The Audit Committee considers the independence and objectivity of the external auditors on
an annual basis, with particular regard to non-audit services. The non-audit fees are considered
by the Board not to affect the independence or objectivity of the auditors. The Audit
Committee monitors such costs in the context of the audit fee for the period, ensuring that the
value of non-audit services does not increase to a level where it could affect the auditors’
objectivity and independence. The Board also receive an annual confirmation of
independence from the auditors.

The Remuneration Committee consists of B | Ellis (Chairman) and Sir Brian Ivory.
The Committee’s role is to consider and approve the remuneration and benefits of the
executive Directors, including the award of share options. In framing the Company’s
remuneration policy, the Remuneration Committee has given full consideration to Section B
of The Combined Code. The report on Directors’ remuneration is set out on page 14.

The Board is responsible for establishing and maintaining the Company’s system of internal
financial control and places importance on maintaining a strong control environment. The key
procedures which the Directors have established with a view to providing effective internal
financial control are as follows:

° The Company's organizational structure has clear lines of responsibility.

° The Company prepares a comprehensive annual budget that is approved by the Board.
Monthly results are reported against the budget and variances are closely monitored by
the Directors.

° The Board is responsible for identifying the major business risks faced by the Company
and for determining the appropriate courses of action to manage those risks.

The Directors recognise, however, that such a system of internal financial control can only
provide reasonable, not absolute, assurance against material misstatement or loss.
The Directors have reviewed the effectiveness of the system of internal financial control as it
operated during the period to 30 June 2008 and up to the date of approval of the annual report
and accounts.
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RETEC DIGITAL PLC

Corporate Sovernance conines

Relations with
shareholders

Directors’
responsibilities
statement

Communications with shareholders are given high priority.

There is a regular dialogue with shareholders including presentations after the Company’s
preliminary announcement of the year end results and at the half year. The Board uses the
Annual General Meeting to communicate with investors and welcomes their participation.
The Chairman aims to ensure that the Directors are available at Annual General Meetings to
answer questions.

The Directors are responsible for preparing the Group and parent Company financial
statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare Group and parent Company financial
statements for each financial year. Under that law the Directors are required to prepare the
Group financial statements in accordance with IFRSs as adopted by the EU and have elected to
prepare the parent Company financial statements in accordance with United Kingdom
Accounting Standards.

The Group financial statements are required by law and IFRSs as adopted by the EU to present
fairly the financial position and performance of the Group; the Companies Act 1985 provides
in relation to such financial statements that references in the relevant part of that Act to financial
statements giving a true and fair view are references to their achieving a fair presentation.

The parent Company financial statements are required by law to give a true and fair view of the
state of affairs of the parent Company.

In preparing each of the Group and parent Company financial statements the Directors are
required to:

° select suitable accounting policies and then apply them consistently;
o make judgements and estimates that are reasonable and prudent;

° for the Group financial statements, state whether they have been prepared in
accordance with IFRSs as adopted by the EU;

° for the parent Company financial statements, state whether applicable UK Accounting
Standards have been followed, subject to any material departures disclosed and
explained in the parent Company financial statements; and

° prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Group and the parent Company will continue in business.

The Directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the parent Company and to enable
them to ensure that the financial statements comply with the Companies Act 1985. They have
general responsibility for taking such steps as are reasonably open to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities.

Under applicable law and regulations, the Directors are also responsible for preparing a
Directors’ report to comply with that law and those regulations.
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RETEC DIGITAL PLC

Corporate Sovernance conines

Going concern

In determining how amounts are presented within terms in the profit and loss account and
balance sheet, the Directors have had regard to the substance of the reported transaction or
arrangement, in accordance with generally accepted accounting principles or practice.

So far as each of the Directors is aware at the time the report is approved:

o there is no relevant audit information of which the Company’s auditors are unaware;
and

° the Directors have taken all steps that they ought to have taken to make themselves
aware of any relevant audit information and to establish that the auditors are aware of
that information.

After making enquiries, the Directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. For this
reason, they continue to adopt the going concern basis in preparing the accounts.
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RETEC DIGITAL PLC

Report on Directors’ remuneration

Remuneration
Committee

Service agreements

Directors’ interests

Share options and
warrants

The Remuneration Committee is responsible for determining and reviewing the terms of
appointment and the remuneration of executive Directors. The Committee takes external
advice, as appropriate, on remuneration issues and takes cognisance of major surveys covering
all aspects of the pay and benefits of Directors and senior executives in many companies.

The Committee aims to provide base salaries and benefits which are competitive in the
relevant external market and which take account of Company and individual performance thus
enhancing the Company'’s ability to recruit and to retain individuals of the calibre required for its
continuing business success. It is the policy of the Committee to provide financial incentives
and to reward superior performance over the medium and long term by creating
opportunities to enable senior executives to earn cash bonuses and share-related payments
which result from achievement of performance targets.

The Directors have service agreements, which require not more than six months’ notice
of termination. The remuneration packages consist of basic salary or fees, plus
performance-related bonus arrangements for executive Directors which includes option
awards on an annual basis.

Share Pension Total

Salary based Contri- 30 June

and fees Bonuses  payments butions 2008

£000 £000 £000 £000 £000

J Cole |04 34 7 8 153
| Deste 15 — — — 15
B J Ellis 18 — | — 19
R Hayim 18 — | — 19
Sir Brian Ivory 23 — 2 — 25
C R H McKay 88 32 7 7 |34
Total 266 66 18 I5 365

All of the above remuneration was received in cash, other than the share based payments.

The Directors’ interests in the Ordinary Shares of the Company are set out in the Directors’
report on page /.

The share options and warrants held by the Directors are set out in the Directors’ report
on page 8.

On behalf of the Remuneration Committee

B ] Ellis
Director

28 October 2008
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RETEC DIGITAL PLC

Independent auditors’ report

To the Members of
Retec Digital PLC

Respective
responsibilities
of Directors and
auditors

Basis of
audit opinion

We have audited the Group and parent Company financial statements of Retec Digital PLC for
the year ended 30 June 2008 which comprise the Consolidated Income Statement, the
Consolidated and Parent Company Balance Sheets, the Consolidated Cash Flow Statements,
the Consolidated Statement of Changes in Shareholders' Equity and the related notes. These
financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with s235 of
the Companies Act 1985. Our audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state to them in an auditor’s report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members as a body, for
our audit work, for this report, or for the opinions we have formed.

The Directors’ responsibilities for preparing the annual report, the report on Directors’
remuneration and the financial statements in accordance with applicable law and International
Financial Reporting Standards (IFRSs) as adopted for use in the European Union are set out in
the statement of Directors’ responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view
and whether the financial statements have been properly prepared in accordance with the
Companies Act 1 985 and Article 4 of the IAS Regulation. We also report to you whether in our
opinion the information given in the Directors’ report is consistent with the financial
statements. We also report to you if the Company has not kept proper accounting records, if
we have not received all the information and explanations we require for our audit, or if
information specified by law regarding Directors’ remuneration and other transactions is
not disclosed.

We read other information contained in the annual report, and consider whether it is
consistent with the audited financial statements. This other information comprises only the
Chairman’s statement, the Directors’ report, the corporate governance report and the report
on Directors’ remuneration. We consider the implications for our report if we become aware
of any apparent misstatements or material inconsistencies with the financial statements. Our
responsibilities do not extend to any other information.

We conducted our audit in accordance with International Standards on Auditing (UK and
Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the financial statements. It also includes
an assessment of the significant estimates and judgements made by the Directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate
to the Group's and Company's circumstances, consistently applied and adequately disclosed.
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RETEC DIGITAL PLC

Independent auditors’ report contes

Basis of
audit opinion
continued

Opinion

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial are free from material misstatement, whether caused
by fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

In our opinion:

° the Group financial statements give a true and fair view, in accordance with IFRSs as
adopted by the EU, of the state of the Group's affairs as at 30 June 2008 and of its loss for
the year then ended;

° the Group financial statements have been properly prepared in accordance with the
Companies Act 1985 and Article 4 of the IAS Regulations;

° the parent Company financial statements give a true and fair view, in accordance with
UK Generally Accepted Accounting Practice, of the state of the parent Company’s
affairs as at 30 June 2008;

o the parent Company financial statements have been properly prepared in accordance
with the Companies Act 1985; and

° the information given in the Directors’ report is consistent with the financial statements.

haysmacintyre Fairfax House
Chartered Accountants |5 Fulwood Place
Registered Auditors London
28 October 2008 WCIV 6AY
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RETEC DIGITAL PLC

Consolidated income statement

for the year ended 30 June 2008

2008 2007

Note £000 £000

Turnover — Continuing 6,167 2
— Acquisitions 38 4,067

6,205 4,069

Cost of sales — Continuing (4,086) —
— Acquisitions (60) (2,820)
— Amortisation of intangibles (225) (258)
(4,371) (3,078)

Gross profit [,834 991
Administrative expenses (2,191) (1,673)
Amortisation of intangibles (94) (148)
Share based payments (36) (23)
Other income | 54 —
Operating loss — Continuing 2 (327) (452)
— Acquisitions (6) (401)
(333) (853)

Net interest (payable)/ receivable 4and 5 (6) 10
Loss on ordinary activites before taxation (339) (843)
Taxation 6 51 (153)
Loss for the year (288) (996)
Basic loss per share 7 (0.22p) (0.87p)

All operations are continuing.

The Company has no recognised gains or losses other than the loss for the year.

The notes on pages 21 to 35 are an integral part of these consolidated financial statements

ANNUAL REPORT AND FINANCIAL STATEMENTS 2008 | 17




RETEC DIGITAL PLC

Consolidated balance sheet

at 30 June 2008

2008 2007
Note £000 £000
ASSETS
Non-current assets
Intangible assets 9 3,233 2,816
Plant and equipment 10 161 1,963
Deferred tax 6 478 524
3,872 5,303
Current assets
Inventories 12 152 130
Trade and other receivables 13 587 959
Current tax assets 67 50
Cash and cash equivalents 14 512 1,044
1,318 2,183
5,190 7,486
EQUITY
Capital and reserves attributable to the
Company’s equity shareholders
Called up share capital 15 1,969 1,801
Share premium account 3,854 3,230
Retained earnings (2,159) (1,907)
Total equity 3,664 3,124
LIABILITIES
Non-current liabilities
Borrowings 18 40 [,174
Current liabilities
Borrowings 6 303 150
Trade and other payables |7 [,183 3,038
1,486 3,188
Total liabilities 1,526 4,362
Total equity and liabilities 5,190 7,486

The financial statements were approved by the Board of Directors on 28 October 2008 and
signed on its behalf by:

C R H McKay ] Cole
Director Director

The notes on pages 21 to 35 are an integral part of these consolidated financial statements
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RETEC DIGITAL PLC

Consolidated statement of changes in shareholders’ equity

for the year ended 30 June 2008

Share Share Retained
capital premium earnings Total
£000 £000 £000 £000
Balance at 30 June 2006 as
previously stated [,500 [, 917 (1,156) 2,261
Prior year adjustment —
share options — (74) 74 —
At | July 2006 as restated 1,500 1,843 (1,082) 2,261
Loss for the period — — (996) (996)
Share based payments — (148) |71 23
Share issue 301 2,002 — 2,303
Issue costs — (467) — (467)
Balance at 30 June 2007 1,801 3,230 (1,907) 3,124
Loss for the period — — (288) (288)
Share based payments — — 36 36
Share issue 168 677 — 845
Issue costs — (53) — (53)
Balance at 30 June 2008 1,969 3,854 (2,159) 3,664

The notes on pages 21 to 35 are an integral part of these consolidated financial statements
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RETEC DIGITAL PLC

Consolidated cash flow statement

for the year ended 30 June 2008

Cash flows from operating activities
Loss for the period

Adjustments for:

Tax (credit)/charge

Net interest/(payable)/receivable
Depreciation and amortisation

Other income

Share option charge

Increase in stock

Decrease in trade and other receivables
Decrease in trade and other payables

Cash inflow from operations
Tax refunded

Net cash inflow from operating activities

Cash flows from investing activities

Acquisition of subsidiary (gross of overdraft acquired)
Purchases of property, plant and equipment
Purchases of intangible assets

Interest received

Interest paid

Net cash used in investing activities

Cash flows from financing activities
Issue of shares (net of issue costs)
Proceeds from borrowings

Finance lease repayments

Net cash used in financing activities

Net (decrease)/increase in cash and cash
equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (note |4)

2008 2007
£000 £000
(288) (996)
1) 153
6 (10)
1,398 954
(154) —
36 23
Q1) (32)
492 964
(1.217) (357)
201 699
28 9
229 708
(192) (288)
(122) (48)
(348) (62)
25 5
31 )
(668) (388)
692 1,018
100 —
(938) (399)
(146) 619
(585) 939
1,044 105
459 1,044

The notes on pages 21 to 35 are an integral part of these consolidated financial statements
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RETEC DIGITAL PLC

Notes to the consolidated financial statements

for the year ended 30 June 2008

Accounting
policies

Basis of preparation

These financial statements have been prepared in accordance with those IFRS standards
and IFRIC interpretations issued and effective as at the time of preparing these statements.
The policies set out below have been consistently applied to all the years presented.

Consolidated accounts

The consolidated accounts of the Group incorporate the assets and liabilities of the Company
and its subsidiary undertakings (all of whose financial statements have been made up to 30 June
2008) and the results for the period when they were part of the Group. Results of the
subsidiary companies acquired during the year are included from the date of acquisition.

Revenue recognition

Revenue comprises the fair value of the sale of goods and services, net of value-added tax,
rebates and discounts.

Inventories

Inventories are stated at the lower of cost incurred in bringing each product to its present
location and condition and net realisable value.

Net realisable value is based on estimated selling price less any further costs expected to be
incurred to completion and disposal.

Segmental reporting

Segmental information is not presented within these financial statements as the Directors
consider the Group to be operating in one sector and in the United Kingdom only.

Deferred taxation

Deferred tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. The deferred tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction, other than a business combination, that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred tax is determined
using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet
date and are expected to apply when the related deferred tax asset is realised or the deferred
tax liability is settled.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

Deferred tax is measured at the tax rates which apply at the balance sheet date.
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RETEC DIGITAL PLC

Notes to the consolidated financial statements contine

for the year ended 30 June 2008

Accounting
policies
continued

Depreciation

Depreciation is provided on all tangible fixed assets at rates calculated to write off the cost or
valuation, less estimated residual value, of each asset evenly over its expected useful life,
as follows:

over the lease term
over 2 to 3 years

Leasehold improvements
Furniture and office equipment

Kiosks — over 3 years
Computer equipment — over 2to 3 years
Motor vehicles — over 3 years

Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on
development projects (relating to the design and testing of new or improved products) are
recognised as intangible assets when it is probable that the project will be a success,
considering its commercial and technological feasibility, and costs can be measured reliably.
Other development expenditures are recognised as an expense as incurred. Development
costs previously recognised as an expense are not recognised as an asset in a subsequent
period. Development costs that have a finite useful life and that have been capitalised are
amortised from the commencement of the commercial production of the product on a
straight line basis over a period of 24 months.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and short-term
deposits with an original maturity of three months or less.

Operating leases

Rentals applicable to operating leases where substantially all of the benefits and risks of
ownership remain with the lessor are charged to profit and loss account as incurred.

Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from,
or paid to, the taxation authorities, based on tax rates and laws that are enacted or
substantively enacted by the balance sheet date.

Employee share options

The Company awards senior employees bonuses in the form of share options, from time to
time, on a discretionary basis. The options are normally subject to vesting conditions and,
where it is considered likely that the conditions will be met, their fair value is recognised as an
employee benefits expense with a corresponding increase in other reserve equity over the
vesting period. The proceeds received net of any directly attributable transaction costs are
credited to share capital (nominal value) and share premium when the options are exercised.
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RETEC DIGITAL PLC

Notes to the consolidated financial statements contine

for the year ended 30 June 2008

Accounting
policies
continued

Leasing and hire purchase commitments

Assets held under finance leases and hire purchase contracts are capitalised in the balance
sheet and are depreciated over their useful lives.

The corresponding lease or hire purchase obligation is capitalised in the balance sheet as
a liability.

The interest element of the rental obligations is charged to the profit and loss account
over the period of the lease and represents a constant proportion of the balance of capital
repayments outstanding.

Rentals paid under operating leases are charged to the income statement on a straight line basis
over the lease term.

Business combinations

The acquisition of subsidiaries is accounted for using the purchase method. The cost of the
acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly attributable to the business combination,
such as professional fees paid to accountants, legal advisers, valuers and other consultants to
effect the combination. General administrative costs and other costs that cannot be directly
attributed to the particular combination being accounted for are not included in the cost of the
combination and are recognised as an expense when incurred.

The acquiree’s identifitable assets, liabilities and contingent liabilities that meet the conditions
for recognition under IFRS3 ‘Business Combinations' are recognised at their fair values at the
acquisition dates.

Goodwiill arising on acquisition is recognised as an asset and initially measured at cost, being the
excess of the costs of the business combination over the Group’s interest in the net fair value of
the identifiable assets, liabilities and contingent liabilities. Any Goodwiill arising is reviewed
annually for impairment and if such an impairment has occurred then this is recognised
immediately in the year that it occurs.

Intangible assets

Intangible assets are carried at cost less accumulated amortisation and accumulated
impairment losses. An intangible asset acquired as part of a business combination is recognised
outside goodwill if the asset is separable or arises from contractual or other legal rights and its
fair value can be reliably measured.

The significant intangible assets acquired as part of the acquisitions of Retec Interface Limited,
Media 4 (UK) Limited and Liquid Digital Limited are the brand of “Retec”, the customer
contracts and relationships, and technology related assets for software and databases. These
assets are amortised over their useful economic lives. Amortisation is recognised in cost of
sales and overheads in the income statement.

The carrying value of intangible assets is reviewed for impairment whenever events or changes
in circumstance indicate that the carrying value may not be recoverable.
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RETEC DIGITAL PLC

Notes to the consolidated financial statements contine

for the year ended 30 June 2008

2. Operating loss

3. Employee benefit
expense
(including
Directors)

4. Bank interest
receivable and
similar income

This is stated after charging:

Depreciation of tangible fixed assets

Amortisation of intangibles arising from business combinations

Operating lease rentals

Employee share option charge

Auditors’ remuneration

— audit fees

— auditing of accounts of associates of the company pursuant
to legislation

— other services pursuant to legislation

— other services relating to taxation

— services relating to corporate finance transactions

2008
£000

1,079
319
18
36

Ul Oy NN

2007
£000

548
406
72
23

U~ W

The Audit Committee review and monitor the auditors’ independence and objectivity and the

effectiveness of the audit process.

Wages, salaries, pensions, fees and profit share
Social security costs
Share options

The average number of persons (including Directors) employed
by the Group during the year was as follows:

Sales and marketing
Operations
Office and administration

Directors’ compensation
Salaries and short-term employee benefits
Share options

Bank interest

2008 2007
£’000 £’000
[, 972 [,290
214 |26
36 23
2,222 |, 439
Number Number
7 6

28 24

I3 [2

48 42
£’000 £’000
347 277
8 [
365 288
2008 2007
£’000 £’000
25 15
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RETEC DIGITAL PLC

Notes to the consolidated financial statements contine

for the year ended 30 June 2008

5. Interest payable
and similar
charges

6. Taxation

Bank interest
Finance charge on finance leases and hire purchase contracts
Interest payable on loans

(@)

The taxation (credit)/charge comprises:
Corporation tax credit
Adjustment in prior year

Current tax
Deferred tax

The tax assessed in the year is different from the
standard rate of corporation tax in the UK of

28 per cent. (2007: 30 per cent.). The differences
are explained below:

Loss on ordinary activities before tax

Loss on ordinary activities before tax multiplied by the
standard companies’ rate of tax in the UK of 28 per cent.
(2007: 30 per cent.)

Effects of:

Depreciation more than capital allowances

Expenditure not deductible for tax purposes

Development expenditure

Effect of lower rate on research and
development tax credit

Share option charge

Utilisation of tax losses

Losses carried forward

Adjustments to prior periods

Current tax

Factors which may affect future tax charges

2008 2007
£000 £000
7 _

6 _

8 5

3 5
2008 2007
£000 £000
(46) 22)

5 _
41) 22)
(10) 175
G1) 153
2008 2007
£000 £000
(339) (843)
(95) (254)
— 8
35 128
(35) 27)
35 —

10 6

(6) —

10 177

5 _

41) (22)

Retec Digital PLC has Group tax equivalent losses of £1,683,000 (2007: £1,663,000),

which may be utilised against future tax liabilities.
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