ICDC INVESTMENT COMPANY LIMITED
FINANCIAL STATEMENTS

30 JUNE 2006

"

.
g T2l

CMA —Ke Libhrary

I

ARO

446



ICDC INVESTMENT COMPANY LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

CONTENTS

Corporate information

Report of the directors

Statement of directors® responsibilities

Independent auditors” report

Consolidated income statement

Consolidated balance sheet

Company balance sheet

Consolidated statement of changes in equity

Company statement of changes in equity

Consolidated cash flow statement

Notes to the financial statements

PAGES

10

11

12

13-36



ICDC INVESTMENT COMPANY LIMITED
CORPORATE INFORMATION

BOARD OF DIRECTORS

J N Muguiyi Chairman
P K Mwangi Managing
C J Kirubi

Industrial & Commercial Development Corporation (ICDC)

I Mogaka (Alternate to ICDC)

1 O Awuondo

K W Getao

P M Muriuki

H N Njoroge

The Permanent Secretary, Ministry of Trade and Industry

M Rotich (Alternate to Permanent Secretary, Ministry of Trade and Industry)

COMPANY SECRETARY

D Owino
PO Box 10518
00100 - Nairobi

REGISTERED OFFICE

International House
Mama Ngina Street
PO Box 10518
Q0100 - Nairob

AUDITORS

Deloitte & Touche

“Kirungii” Ring Read, Westlands
P O Box 40092

00100 - Nairobi

BANKERS

Commercial Bank of Africa Limited
P O Box 30437
00100 - Nairobi

Standard Chartered Bank Kenya Limited
PO Box 40310
00100 - Nairobi

LAWYERS

Simba & Simba Advocates
POBox 10312
00100 - Nairobi

Mboya & Wangong'u Advocates
P O Box 10818
(0400 - Nairobi



ICDC INVESTMENT COMPANY LIMITED
CORPORATE INFORMATION (Continued)

BOARD COMMITTEE MEMBERS

INVESTMENT COMMITTEE MEMBERS  C J Kirubi Chairman
10 Awuondo
I Mogaka
P K Mwangi
TN Muguiyi
P M Muriuki
H N Njoroge

AUDIT COMMITTEE MEMBERS I Mogaka Chairman
10 Awuondo
C J Kirubi
M Rotich
P M Muriuki
H N Njoroge

NOMINATION & GOYERNANCE

COMMITTEE MEMBERS 10 Awuondo Chairman
K Getao
I N Muguiyi
I Mogaka



ICDC INVESTMENT COMPANY LIMITED

REPORT OF THE DIRECTORS

The directors present their report together with the audited financial statements for the vear ended 30 June 2006.

ACTIVITIES

The group’s principzl activity remains that of investment activity, mainly in the form of securities.

RESULTS

Shs*000
Profit before taxation 696,489
Taxation (89,891}
Net profit for the year transferred to revenue reserve 606,598
DIVIDEND

The directors recommerx the payment of a first and final dividend of Shs 4.00 per share (2005 — Shs 3.00 per share).
DIRECTORS
The current members of the board are shown on page 2.

In accordance with article 86 of the Articles of Association, Mr. Christopher Kirubi and Mr. Tames Muguiyi retire by
rotation and, being eligible, offers themselves for re-election.

SECRETARY

Mr I B Mogaka ceased being the company secrctary on 22 February 2006 and Mr D Owino was appointed on the
same date.

AUDITORS

Deloitte & Touche, having expressed their willingness, continue in office 1n accordance with the provisions of
section 159 (2) of the Companies Act (Cap 4386).

BY ORDER OF THE BOARD

Secretary

Nairobi

| € Odaksr 2006



ICDC INVESTMENT COMPANY LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Companies Act requires the directors to prepare financial statements for each financial year which give a true
amd fair view of the state of affairs of the group and the company as at the end of the financial year and of the profit
or loss of the group and company for that year. It also requires the directors to ensure that the group keeps proper
accounting records which disclose with reasonable accuracy at any time the financial position of the group and
company. They are also respensible for safeguarding the assets of the group.

The directors accept responsibility for the annuat financiai statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with International
Financial Reporting Standards and in the manner required by the Companies Act. The directors are of the opinion
that the financial statements give a true and fair view of the state of the financial affairs of the group and of its
operating results. The directors further accept responsibility for the maintenance of accounting records which may
be relied upon in the preparation of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the directors to indicate that the group will not remain a going concern for at
least the next twelve months from the date of this statement.,

Director Director

|8 Dckobel 2006



Deloitte.

Certified Public Accountants (Kenya)
“Kirungii*

Ring Road, Westiands

P. 0. Bax 40092 - GPQ 00100

Nairobi

Kenya

Tel: + {254 - 20} 444 1344/05-12
Fax: 4 (254 - 20} 444 R9&B
Dropping Zong Ne. 92

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF E-mail: admin@deloitte.co. ke
ICDC INVESTMENT COMPANY LIMITED

We have audited the financial statements on pages 7 to 36 for the year ended 30 June 2006 and have obtained zll the
information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our
audit.

Respective responsibilities of direetors and auditors
As described on page 5, the directors are responsible for the preparation of the financial statements. Our
responsibility is to express an opinton on those financial statements based on our audit.

Basis of opinion

We conducted our audit in accordance with International Standards on Anditing. Those standards require that we
plan and perform the audit to obtain reasonable assurance as to whether the financial statements are free of material
misstaternent. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial staternents, assessing the accounting principles used and significant estimates made by the directors, and
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

Opinian
In our opinicn:

(a) proper books of account have been kept by the company and the company’s balance sheet is in
agreement therewith; and

&) the financial statements give a frue and fair view of the state of affairs of the company and the group at

30 June 2006 and of the profit and cash flows of the group for the year then ended in accordance with
International Financial Reporting Standards and comply with the Kenyan Companies Act.

e/ &Mﬂ%

. . . . . A member firm of
Audit.Tax, Consulring . Financial Advisory, © Deloitte Touche Tohmatsu

Partners: D.M. Ndonye H. Gadhoke* D.C.Hodges*® J.M. Kiarie M.M. Kisuu 5.0. Onyango J.W. Wangai
*British



ICDC INVESTMENT COMPANY LIMITED

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2006

INCOME

EXPENSES

Administrative expenses
Other operating expenses

OPERATING PROFIT
FINANCE COSTS

PROVISION FOR DIMINUTION IN VALUE OF
UNQUOTED INVESTMENT

SHARE OF PROFITS OF
ASSOCIATED COMPANIES

PROFIT BEFORE TAXATION

TAXATION
NET PROFIT FOR THE YEAR
EARNINGS PER SHARE — Basic & diluted

DIVIDENDS PER SHARE

2006 2005
Note Shs’000 Shs’000
4 403,742 239,786
(53,952) {51,880)
(65,255) (28,285)
(119,207) (80,165}
5 284,535 159,621
6 (29.502) 21,241
18 (9.526) (9,526)
17 450,982 245,145
696,489 373,999
8 (89,891) (78.765)
9 ' 606,558 295234
10 Sh 11.03 Sh5.37
11 Sh 4.00 Sh 3.00




ICDC INVESTMENT COMPANY LIMITED
CONSOLIDATED BALANCE SHEET

30 UNE 2006
2006 2005
(Restated)
Note Shs’000 Shs’004}
ASSETS
Non current assets
Investment properties 12 - 250,000
Motor vehicle and equipment 13(2) 7,672 15,064
Prepaid operating leasc rentals 14 38,264 38,384
Intangibie assets 15 - 40
Investment in associales 17 1,906,866 1,596,805
Unquoted investments 18 [,587,688 1,481,976
Quoted investments 19 2,532,281 1,442.340
Government securities 20 - 31,400
6,072,771 4 856,509
Cuarrent assets
Government securities 20 51,539 20,130
Non current asset held for sale 21 254,718 -
Dug¢ from related parties 22(a) - 94,796
Receivables and prepayments 23 221,362 46,920
Taxation recoverable 8(c) 6,259 1,340
BRank balances 22 435 13,251
356,513 176,437
Total zssets 6,429,284 5,032,946
EQUITY AND LIABILITIES
Capital and reserves
Share capital 24 274,976 274,976
Share premium . 589,733 589,753
Fair value reserve 3,326,029 2,271,093
Revenue reserve 1,997,740 1,391,142
Proposed dividend 11 - 164,986
Shareholders’ eguity 6,188, 498 4,691,950
Non current liabilities
Deferred tax liability 23 48,604 59,976
Borrowings 27 - 122,222
48,604 182,198
Current liabilities
Payables and accruals 26 15,939 14,550
Due to related parties 2b) 1,727 3,068
Bomrowings 27 134,460 110,597
Unclaimed dividends 35,634 29,091
Taxation payable 8(c) 422 1,492
192,182 158,798
Total equity and liabilities 6,429,284 5,032,946
The financial statementis on pages 7 to 36 were approved by the board of directors on 1% Dchoir 2006
and were signed on its behalf by:
1

) Directors

et



ICDC INVESTMENT COMPANY LIMITED
COMPANY BALANCE SHEET

30 JUNE 2006

Note
ASSETS
Non currcnt assets
Investment property 12
Meator vehicle and equipment 13(b)
Prepatd operating lease rentals 14
Intangible assets 15
Investment in subsidiary 16
Investment in associates 17
Unquoted investments 18
Quated investments 19
Government securities 20
Deferred tax asset 25
Current asseis
Government securities 20
Non current assets held for sale 21
Dugc from related partics 22(a)
Receivables and prepayments 23
Taxation recoverable
Bank balances
Total assets
EQUITY AND LIABILITIES
Capital and reserves
Share capital 24
Share premivm
Fair value reserve
Ravenue reserve
Proposed dividend it
Sharcholders’ equity
Non current liabilities
Deferred tax liability 25
Borrowings 27
Current liabilities
Payables and accruals 26
Pue to a related party 22(b)
Borrowings 27

Unclaimed dividends

Total equity and liabilities

The financial statements on pages 7 to 36 were approved by the board of directors on
and we:r‘e_i'gned on its behglf by:

_Quuuwz) -
. } Directors
/“'1“““““’8" ’

2006 2003

{Restated)

Shs™000 Shs'0Q0
- 20,000
7.672 9,756
38,264 38,884
- 40
114,735 114,735
402,007 401,413
1,587,688 1,481,976
2,532,281 1,442,340
- 31,400

6,944 -
4,689,591 3,540,544
51,539 20,130

20,000 -
- 89,625
28,084 59,339
6,260 1,340
19,875 12,662
125,738 183,09
4,815,349 3,723,640
274,976 274,976
589,753 589,753
2,403,347 1,425,309
1,350,984 994 611
- 164,986
4,619,060 3,449,635
- 4,559
- 122,222
- 126,781
6,070 5,886
20,125 1,650
134,460 110,597
35,634 29,091
196,289 147224
4,815,349 3,723,640
}8 Dctobas 2006



ICDC INVESTMENT COMPANY LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2006

At 1 July 2004

Prior year adjustment:
Revaluation surplus on unquoted
investrnents

At 1 July 2004 - as restated
Fair value gain

Share of movement in equity
reserves of associates
Realised on disposal
Dividends - 2004 paid

Net profit for the year
Proposed dividend-2005

At 30 June 2005

At 1 July 2005

As previously stated

Prior year adjustment:
Revaluation surplus on unquoted
investments

At T July 2005 — as restated
Fair value gain

Share of movement in equity
reserves of associates
Realised on disposal
Dividends — 2005 paid

Net profit for the year

At 30 June 2006

Share Share  Fair value Revenue Proposed
capital premium reserve reserve  Dividend Totat
Shs*000 Shs'000 Shs’000 Shs’000 Shs*000 Shs*000
274,976 589,753 705,929 1,260,894 164,986 2,996,538
- - 669,397 - - 669,397
274,976 589,753 1375326 1,260,894 164,986 3,665,935
- - 840,951 - - 840,951
- - 104,581 - - 104,581
- - {49,765) - - (49,765)
- - - - (164,986) (164,986)
- - - 295,234 - 295,234
- - - (164,986) 164,986 -
274,976 589,753 2,271,093 1,391,142 164,986 4,691,950
274,976 589,753 1,331,353 1,391,142 164,986 3,752,210
- - 939,740 - - 939,740
274,976 589,753 2,271,093 1,391,142 164,986 4,691,950
- - 1,078,175 - - 1,078,175
- - 46,971 - - 46,971
- - (70,210) - - {70,210)
- - - (164,986) (164,986)
- - - 606,598 - 606,598
274,976 589,753 3,326,029 1,997,740 - 6,188,498

The prior year adjustment is as a result of a change in the methodology used in the valuation of unquoted
investments. These have been valued using the price of a recent investment or by application of an earnings multiple
to the value of the business being valued. Previously, these investments were valued at the share of net assets in the

investee company.

+

16



ICDC INVESTMENT COMPANY LIMITED
COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2006

At 1 July 2004 — as previously
reported

Prior year adjustments:
Revaluation surplus on unquoted
mvestments

Write back of revaluation surplus
on associates

Write back of revaluation surplus
on subsidiary

At 1 July 2004 - as restated

Fair value gain

Realised on disposal

Net profit for the year
Dividends — 2004 paid
Proposed dividend - 2005

At 30 June 2005

At ] July 2005 — as previously
reported

Prior year adjustments:
Revaluation surplus on unquoted
investments '
Write back of revaluation surplus
on associates

Write back of revaluation surplus
on subsidiary

At 1 July 20035 - as restated
Fair value gain

Realised on disposal
Dividends — 2005 paid
Profit for the vear

At 30 June 2006

Share Share  Fair value Revenue Proposed

capital premium reserve reserve dividend Total
Sh'000 Sh*000 ShQ00 Sh0G0 Sh*0o0n Sh*000
274976 589,753 682,645 1,284,178 164,986 2,996,538 _
- - 669,397 - - 669,397

- - (534245)  (322,987) - (867232)

- - (65,894) - . (65,894)
274,976 589,753 741,903 961,191 164,986 2,732,809
. N EEREA! - - 733,171

- - (49,765) - - (49,765)

- - - 198,406 - 198,406

- . - - (164,986)  (164,986)

. - - (164,986) 164,986 -
274976 589,753  1,425309 994,611 164,986 3,449,635
274976 589,753 1,308,069 1,414 428 164,986 3,752,210
- - 939,740 - - 939,740

- - (753943)  (419,819) - (1,173,758)

- - (68,557) - - (68,557)
274,976 589,753 1,425,309 994,611 164,986 3,449,635
- - 1,048,248 - - 1,048,248

- - (70,210) - - {70,210}

- - . - (164,986)  (164,986)

- - - 356,373 - 356,373
274,976 589,753 2,403,347 1,350,984 - 4,619,060

The prior year adjustments are as a result of;
« the revision of International Accounting Standard No 27 - Consalidated and Separate Financial Statements,
which now requires investment in subsidiaries and associates to be stated at cost in the company’s separate

financial statements.

» change in methodology used in valuation of unquoted investments. These have been valued using the price
of a recent investment or by application of an eamings multiple to the value of the business being valued.
Previously, these investments were valued at the share of net assets in the investee company.

Il



ICDC INVESTMENT COMPANY LIMITED

CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 30 JUNE 2006

OPERATING ACTIVITIES
Cash generated from operations
Interest paid

Taxation paid
Dividends received from associated companies

Net cash generated from operating activities

INVESTING ACTIVITIES

Purchase of shares in associates

Purchase of other equity investments
Proceeds on disposal of quoted investments

Purchase of equipment
Proceeds on disposal of equipment

Net cash generated from/(used in) investing activities
FINANCING ACTIVITIES
Dividends paid

Loan received
Loan repaid

Net cash (used in)/generated from financing activities
(DECREASEYINCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT 1 JULY

CASH AND CASH EQUIVALENTS AT 30 JUNE

Note

28(a)

28(b)

i2

2006
Shs*000

153,138
(29,502)
(13,374)
124,531

234,793

(594)
(354,002)
386,306

(317)

31,393

(158,443)

(195.555)
{353,998)
(87,812)
(24,013)

(111,825)

2005
Shs’ 004

69,243

(21.241)
(6,558)

100,313

141,757

(3.478)

(208,662)
81,390

(2,126)
70

(132,806)

(158,642)
220,000
(24,445)

36,913

45,864

(69,877)

(24.013)




ICDC INVESTMENT COMPANY LIMITED

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

1 ACCOUNTING POLICIES

The consolidated financizl statements are prepared in accordance with International Financial Reporting
Standards. The principal accounting policies used have been amended as shown below.

Adoption of new and revised international financial reporting standards

In 2005 several new and revised standards became effective for the first time and have been adopted by the
company where relevant to its operations. The adoption of these new and revised standards has resulted in
changes to the group’s accounting policies in the following areas, some of which have affected the amounts
reported in the current or prior periods:

s IAS 1 has required management judgements and key sources of estimation and uncertainty at the
balance sheet date be disclosed in the financial statements

» TAS 10 has affected the presentation of proposed dividends

s [AS 16 has required the disclosure of comparative figures for movements in property and
equipment

s 1AS 24 has required the disclosure of the compensation of key management personnel

s 1AS 27 has required investment in subsidiaries and associates to be stated at cost in the company’s
separate financial statements

At the date of authorisation of these financial statements IFRS 6 on Exploration for and Evaluation of
Mineral Assets and IFRS 7 on Financial Instruments Disclosures were in issue but not yet effective. The
adoption of these Standards, when effective, should have no material impact on the financial statements of
the Group. IFRS 7 will however affect certain disclosures and presentation in the financial statements,

{a) Basis of preparation

The financial statements are prepared under the historical cost convention, as modified by the revaluation of
equity investments and investment properties.

(b) Revenue recognition

Dividend income from investments is recognised when the shareholders’ rights to receive payment have
been established.

Interest income is accrued on a time basis, by reference to the principal outstanding and the interest rate
applicable.

{c) Consolidation

Subsidiary undertakings, being those companies in which the group either directly or indirectly has an
interest of more than 50% 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 as from the date of disposal. All intercompany
transactions balances and unrealised surpluses and deficits on transactions with the subsidiary company
have been eliminated.

The group financial statements reflect the result of the consolidation of the financial statements of the
company and its wholly owned subsidiary, and include the group’s share of the results of the associated
COMpAnies.

13



ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

1 ACCOUNTING POLICIES (Continued)

(d) Investment properties

Investment properties are treated as long-term investments and are carried at market value determined, ona
periodic basis, by external independent valuers. Changes in their carrying amounts are dealt with in the
income statement. On disposal of an investment property, the difference beiween the net disposal proceeds
and the carrying amount is charged or credited to the income statement,

(e} Motor vehicle and equipment

Motor vehicle and equipment are stated at cost less depreciation.

Depreciation i5 calculated to write off the cost of the motor vehicle and equipment in equal annual
instalments over their estimated useful lives.

The annual rates in use are:

Motor vehicle and motor cycle 20%
Furniture, fittings and office cquipment 10%
Computers 33.3%

(f) Leasehold land

Payments to acquire leasehold interest in land are treated as prepaid operating lease rentals and are
amortised over the period of the lease.

(g} Investment in subsidiary

Investment in the subsidiary is accounted for at cost in the books of the company.

(h) Investments in associated companies

Investments in associated undertakings are accounted for by the equity method of accounting. These are
undertakings in which the group has between 20% and 50% of the voting rights and over which the group
exercises significant influence but which it does not control.

Equity accounting involves recognising in the income statement the group’s share of the results of the
associates for the year. The group’s interest in the associates is carried in the balance sheet at an amount
that reflects its share of the net assets of ihe associates. Provisions are recorded for long-term impairment in
vafue. A listing of the group’s associated undertakings is shown in note 17,

Investments in associates are accounted for at cost in the books of the company.

(i) Investments

Quoted investments are classified as available for sale and are stated at the middle market value as at
30 June.

Unquoted investments are classified as available for sale and are stated at fair value. Where a significant
amount of new investment into 2 company has been made within the finanicial year, the price at which the
investment was made is considered the fair value. For all other investments, the earnings multiple method is
employed. This method, which draws on market based measures of risk and return, involves the application
of an earnings multiple to the earings of the business being vatued in order to derive a value for the
business. The earnings multiple that is applied is derived from comparable companies or transactions with
similar prospects from a return and growth perspective. Where fair value cannot be reliably measured, the
unquoted investment is carried at cost.

The difference between valuation and cost is transferred to the fair value reserve. Where valuation is below
cosl, the difference between valuation and cost is charged to the income statement if, in the opinion of the
directors, the reduction in value is not considered temporary. On the disposal of an investment, the
difference beiween the net disposal proceeds and the cost is charged or credited to the income statement.

14



ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

| ACCOQUNTING POLICIES (Continued)
4} Government securities

Government securities comprise treasury bonds, which are debt securities issued by the Government of
Kenya. Treasury bonds are held to maturity and are stated at amortised cost.

(k) Non-current assets held for sate

Non-current assets are classified as held for sale if their carrying amount will be recovered through a sale
transaction rather than through continuing use. This condition is regarded as met only when the sale is
highly probable and the asset is available for immediate sale in its present condition. Management must be
committed to the sale, which should be expected to qualify for recognition as a completed sale withia one
year from the date of classification. Non-current assets classified as held for sale are measured at the lower
of the assets’ previous carrying amouut and fair value less costs to sell.

1)) Taxation

Current taxation is provided for on the basis of the results for the year as shown in the financial statements,
adjusted in accordance with tax legistation and gazetted tax concessions given to the group.

Deferred income tax is provided using the liability method for all temporary differences arising between the
tax bases of assets and liabilities and their carrying values for financial reporting purposes. Currently
enacted tax rates are used to determine deferred income tax,

A deferred tax asset is recognised to the extent that it is probable that future taxable benefits will be
available against which the unused tax credits can be utilised.

{m) Employee entitlements

Employee entitiement to annual leave are recognised when they accrue to emplovees, An accrual is made
for the liability for annual leave accrual but not taken at the balance sheet date.

{n) Retirement benefit obligations

The group operates a defined contribution pension scheme. The assets of the scheme are held in a separate
trustee administered fund. The scheme is administered by independent fund managers and is funded from
contributions from both the employer and the employees.

The group also contributes to the statutory National Social Security Fund. This is a defined contribution
pension scheme registered under the National Social Security Act. The group’s obligations under the
scheme are limited to specific obligations legislated from time to time and ate currently limited to a
maximum of Shs 200 per month per employee.

The group contributions in respect of retirement benefit schemes are charged to the income statement in the
vear to which they relate.

15



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

1 ACCOUNTING POLICIES (Continued)

(o) Computer software development costs

Generally, costs associated with developing computer software programmes are recognised as an expense
when incurred. However, costs that are clearly associated with an identifiable and unique product which
will be controlied by the company and has a probable benefit exceeding the cost beyond one year, are
recognised as an intangible asset.

Expenditure which enhances and extends computer software pregrammes beyond their origmal
specifications and lives is recognised as a capital improvement and added to the original cast of the

sofiware.

Computer software development costs recognized as assets are stated at cost less amortisation.
Amortisation is calculated on a straight-line basis over the estimated useful lives not exceeding a period of 3

years.
({2} Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially alt the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the terms of the relevant
leases.

Rentals payable under operating leases are charged to the income statement on a straight-line basis over the
term of the relevant lease.

{q) Finaneial instruments

A financial asset or liability is recognised when the company becomes party to the contractual pro#isions of
the instrument.

The company classifies its financial assets into the following categories: Financial assets at fair value
through profit or loss; loans, advances and receivables; held- to- maturity investments; and available-for-
sale assets. Management determines the appropriate classification of its investments at initial recognition.

Financial assets at fair value through profit or loss

This category has two sub-categories: Financial assets held for trading and those designated at fair value
through profit or foss at inception. A financial asset is classified in this category if acquired principally for
the purpose of selling in the short term or if so designated by management. Derivatives are also categorised

as held for trading

Loans, advances and receivables

Loans advances and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They arise when the company provides money, goods or services
directly to a debtor with no intention of trading the receivable.

Held- to- maturity

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and
fixed maturities that management has the positive intention and ability to hold to maturity. Where a sale of
other than an insignificant amount of held-to-maturity assets occurs, the entire category is classified as

available for sale.

16



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

1

ACCOUNTING POLICIES (Continued)

{1)] Financial instruments (continued)
Available-for-sale financial assets

Available-for-sale assets are financial assets that are not (a) financial assets at fair value through profit or
loss, (b) loans, advances and receivables, or (c¢) financial assets held to maturity.

Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried
at fair value through profit or loss. Financial assets are derecognised when the rights to receive cash flows
from the financial assets have expired or where the company has transferred substantially all risks and
rewards of ownership.

Available-for-sale financial assets and financial assets at fair value through profit or loss are subsequently
carried at fair value. Loans, advances and receivables and held-to-maturity investments are carried at
amortised cost using the effective interest method. Gains and losses arising from changes in the fair value of
“financial assets at fair value through profit or loss” are included in the income staterment in the period in
which they arise. Gains and logses arising from changes in the fair value of available-for-sale financial

assets are recognised directly in equity, until the financial asset is derecognised or impaired, at which time
the cumulative gain or loss previously recognised in equity is recognised in the income statement.

Dividends on available-for-sale equity instruments are recognised in the income statement when the group’s
right to receive payment is established.

Fair values of quoted investments in active markets are based on quoted bid prices. Equity securities for
which fair values cannot be measored reliably are valued at cost less impairment.

Bank borrowings

Interest bearing bank loans and overdrafts are recorded at the progeeds received, net of direct issue costs.
Finance charges including premiums payable on settlement or redemption, are accounted for on an acerual
basis and are added to the carrying amount of the instrument to the extent that they are not settled in the
period they arise.

Impairment and uncollectability of financial assets

At each balance sheet date, all financial asseis are subject to teview for impairment.

1f it is probable that the group will not be able to collect all amounts due (principal and interest) according
to the contractual temns of loans, receivables or held-to-maturity investments carried at amortised cost, an
impairment or bad debt loss has occurred. The carrying amount of the asset is reduced to its estimated

recoverable amount through use of an allowance account. The amount of the loss incurred is dealt with in
the income statement for the year.

(r) Foreign currencies

Assets and liabilities denominated in foreign currency are translated into Kenya shillings at the rates of
exchange ruling at the balance sheet date. Transactions during the year are translated at the rates ruling on
the transaction dates. Differences on exchange are dealt with in the income statement.

(s} Cash and cash equivalents

For the purposes of the cashflow statement, cash and cash equivalents comprise of bank balances and
deposits at call with the banks net of bank overdrafts,

(t) Dividends

Dividends on ordinary shares are charged to equity in the period in which they are declared. Proposed
dividends are not accrued for until they have been ratified at the Annual General Meeting .
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

1 ACCOUNTING POLICIES (Continued)
(u) Segmental reporting
Segment income includes revenue directly attributable to a segment.

Segment investments comprise those investments that are directly attributable to the segment and can be
allocated to the segment on a reasonable basis.

(v) Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the
current year.

2 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING THE ENITITY’S
ACCOUNTING POLICIES

In the process of applying the entity’s accounting policies, management has made estimates and
assurnptions that affect the reported amounts of assets and liabilities within the next financial year.
Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
The key areas of judgement in applying the entities accounting policies are dealt with below:

Impairment losses

At each balance sheet date, the company reviews the carrying amounts of its financial assets to determine
whether there is any indication that those assets have suffered an impairment loss. A financial asset or a
group of financial assets is impaired and #mpairment losses are incurred if there is objective evidence of
impairment as a result of one or more events that occurred afler the initial recognition of the asset (a ‘loss
event’) and that the loss event has an impact on the estimated furure cash flows of the financial asset or
group of financial assets that can be reliably estimated. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of the impairment foss. Where it is not possible to
estimate the recoverable amoumt of an individual asset, the company estimates the recoverable amount of
the cash generating unit to which the asset belongs.

Valuation of unguoted investments

For equity instruments for which no active market exists, the group uses the price of a recent investment or
the earnings multiple to estimate the fair value of these investments. Management uses estimates based
historical data relating to earnings of the investee company and other market based multiples it arriving at
the fair value. The primary assumption in employing the earnings multiple method is that the market has
assigned an appropriate value to the benchmark company. The methodology and assumptions used for
arriving at the market based multiples are reviewed and compared with other methodologies to ensure there
are no material variances.

Held -to-maturity investments

The group follows the guidance of IAS 39 on classifying non-derivative financial assets with fixed or
deierminable payments and fixed maturity as held-to-maturity, This classification requires significant
judgement. In making this judgement, the group evaluates its intention and ability to hold such investments
to maturity. If the group fails 1o keep these investments to maturity other than for the specific circumstances
- for example, selling an insignificant amount close to maturity — it will be required to reclassify the entire
class as available-for-sale. The investments would therefore be measured at fair value not amortised cost.
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ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
3 SEGMENT INFORMATION

Primary reporting format - Business segments

INCOME

Dividend income
- unquoted investments
- quoted investments

Rent incorme

Interest income

Gain on disposal of investment
Other investment income

Share of results of associated
companies

Share of profit

Share of tax

INYESTMENTS
Associates

Share of net assets
Unquoted investments
Fair value

Quoted investments
Market value

Industrial & Government 2006 2005
Automotive Beverage  Financial  Agricultural allied Services Retail Property  securities Total Total
Shs'000  Shs'000  Shs'00G Shs ' Q00 Shs'000  Shs'006  Shs' 000 Shs* 000 Shs ‘000 Shs'000  Shs’000
- 3,111 246 - 6,590 27,396 - - - 37,343 50,975
281 20,133 41,113 621 841 3,115 - - - 66,106 41,695
281 23,244 41,359 621 7,433 30,51 - - - 103,449 132,670
- - - - - - - 25,539 - 25,539 22,446
- - - - - - 4,932 - 2,007 11,939 21,162
(88) 32,246 11,620 20,311 3,910 19,983 171,660 - - 259,442 54,793
- 1,346 1,435 - 515 - - 77 - 3,373 8,715
193 56,836 54,414 20,932 11,658 50,494 176,592 25,616 7,007 493,742 239,786
- 261,656 189,041 - 285 - u - - 450,982 245,145
- (71,499 (22,300) - (73) - - - - (93,878) (69,060)
- 190,157 166,735 - 212 - - - - 357,104  t76,085
- 1,115,158 784,162 - 7,546 - - - - 1,906,866 1,596,805
925,489 117,459 44,324 - 190,256 310,160 - - - 1,587,688 1,481,976
- 562,836 1,673,465 67,866 102,732 125,382 - - - 2,532,281 1,442,340

19



ICDC INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 SEGMENT INFORMATION (Continued)

Expenditure and assets (other than investments) are not directly attributable and neither can they be
allocated to a particular segment. Consequently, these have not been included in the segment information,

Secondary reporting format- Geographical segments

The major part of the revenues of the company are derived from Kenya with income from other markets
representing less than 5% of total income. Secondary segmental reporting is, therefore, not considered to be
of any useful value.

2006 2005
Shs’000 Shs™000
4 INCOME
Dividends receivable 103,449 132,670
Interest receivable 11,939 21,162
Rent receivable 25,539 22,446
Gain on disposal of investments 259,442 54,793
Other income 3,373 8,715
403,742 239,786
5 OPERATING PROFIT
The operating profit is arrived at after charging:
Directors’ emoluments:
Non-executive - fees 1,230 1,230
- other 2,592 1,920
Executive remuneration 10,314 11,995
Auditors’ remuneration (including VAT) . 1,864 1,558
Depreciation 2,934 2,963
Amortisation of leaseheld land 620 615
Amortisation of intangible assets 40 318
Loss on disposal of equipment 3 -
Provision for bad and doubtful debts 41,986 2,299
Staff costs (Note 7) 36,368 30,902
and after crediting:
Dividend incomne (gross) - quoted investments (66,106) {41,695)
- unquoted investments {37,343) (90,975)
Rent receivable (25,539) (22,446)
6 FINANCE COSTS
Interest on borrowings 29,502 21,241
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ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS {Continued)

7 STAFF COSTS

Salaries

Maticnal Social Security Fund contributions (NSSF)
Retirement benefit scheme contributions

Staff medical expenses

Staff welfare and training expenses

Leave pay provision

8 TAX EXPENSE

{a) Current taxation based on adjusted
profit for the year at 30%
Prior year under provision

Deferred tax credit (note 253)

Share of associated companies’ taxation:

Current taxation based on adjusted profit for the year
Prior year overprovision

Deferred tax charge
Prior year over provision

Share of tax of associates {note 17)

21

2006 2005
Shs’000 Shs"000
32,988 28,127
29 24
2,106 1,674
624 680
1,205 950
(584) (553)
36,368 30,902
7,196 8,506
189 1,719
7,385 10,225
(11,372) (520)
(3,987) 9.705
66,145 48,589
. (104)
66,145 48,485
38,778 20,794
(11,045) (219
27,733 20,575
93,878 69,060
§9,891 78,765




ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2006 2005
Shs*000 Shs’000
8 TAX EXPENSE (Continued)
{n) Reconciliation of taxation expense to expected
tax based on accounting profit;
Accounting profit before taxation 696,489 373,999
Tax at the applicable rate of 30% 208,947 112,200
Tax effect of dividend income not taxable (67.,040) (65,761)
Tax effect of income not taxable {77.833) (44,901)
Tax effect of expenses not deductible for tax purposes 37,673 75,831
Adjustment in respect of prior year (net) (11,836} 1,396
89,891 78,765
{c) TFaxation recoverable
At beginning of the year: .
Payable 1,492 189
Recoverable (1,340) (3,704)
152 {3,515)
Charge for the year 7.385 10,225
Payments during the year (13,374) (6,558)
(5,837) 152
Comprising:
Payable 422 1,492
Recoverable (6,259) {1,340)
(5,837) 152
9 NET PROFIT FOR THE YEAR

A profit after taxation of She 356,373,000 (2005- Shs 198,406,000) has been dealt with in the books of
ICDC Investiment Company Limited.
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ICDC INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

10 EARNINGS PER SHARE

Earnings per share is calculated by dividing the net profit attributable to shareholders by the number
of ordinary shares in issue during the vear. They were no potentially diluted shares at 30 June 2006

(2005 - nil).
2006 2005
Earnings (Shs) 606,598,000 295,234,000
Number of shares in issue 54,995,183 54,995,183
Earnings per share {Shs)
- Basic 11.03 5.37
- Dihited 11.03 5.37

11 PROPOSED DIVIDEND

At the annual general meeting, a dividend in respect of 2006 of Shs 4.00 per share (2005 — Shs 3.00 per
share) amounting to a total of Shs 219,981,000 (2003 - Shs 164,986,000) will be proposed.

Payment of dividends is subject to withholding tax at a rate of 10% for non-resident shareholders and 5%
for resident shareholders.

GROUP COMPANY
2006 2005 2006 2005
Shs"000 Shs’000  Shs’000 Shs’000
12 INVESTMENT PROPERTIES
At 1 July and 30 June 250,000 250,000 20,000 20,000
Transfer to non-current assets held for sale (250,000) - (20,000) -
At 30 June - 230,000 - 20,000

The group is in the process of disposing its investment properties. Subsequently, these have been
reclassified to non-current assets held for sale as shown on note 21.
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ICDC INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

13 MOTOR VEHICLE AND EQUIPMENT

(a) GROUP
- Motor
Vehicles Furniture
and motor and
Cycles fittings Computers  Equipment Total
Shs’000 Shs 000 Shs’00¢ Shs 000 Shs’000
COST
At 1 July 2004 5,381 4,688 2,951 7,429 20,949
Additions - 1,337 542 247 2,126
Disposals - 20) (1,040) - (1,060}
At 30 June 2005 5,881 6,005 2453 7,676 22,015
At 1 July 2005 5,381 6,005 2,453 7,676 22,015
Additions - 69 248 - 317
Transfer to non current
assets held for sale - - - (5,898) (5,398)
Disposals - 43 - (63} (108)
At 30 June 2006 5,881 6,031 2,701 1,715 16,328
- DEPRECIATION
At 1 July 2004 490 1,747 2,302 499 5,038
Charge for the vear 1,176 543 495 749 2,963
Eliminated on dispesals - (10) (1,040} - {1,050)
At 30 June 2005 1,666 2,280 1,757 1,248 6,951
At 1 July 2005 1,666 2280 1,757 1,248 6,951
Charge for the year 1,176 605 391 762 2,934
- Transfer to non current
assets held for sale - - - (1,180) {1,180)
Elimirated on disposals - (28) - D {49)
At 30 June 2006 2,842 2,857 2,148 309 8,656
NET BOOK VALUE
At 30 June 2006 3,039 3,174 553 906 7,672
At 30 June 2005 4215 3,725 696 6,428 15,064
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ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

13 MOTOR VEHICLE AND EQUIPMENT

{b) COMPANY

Motor

Vehicles Furniture

and motor and Oifice

Cycles fittings Computers  equipment Total

Shs*Q00 Shs’000 Shs’000 Shs’000 Shs*000
COST
At 1 July 2004 5,881 4,688 2,951 1,531 15,051
Additions - 1,337 542 247 2,126
Disposals - 2m (1,040} - (1,060)
At 30 June 2005 5,881 6,005 2,453 1,778 16,117
At T July 2005 5,881 6,005 2,453 1,778 16,117
Additions - 69 243 - 317
Disposals - (43} - (63} (1086)
At 30 June 2006 5,881 6,031 2,701 1,715 16,323
DEPRECIATION
At 1 July 2004 490 1,747 2,302 499 5,038
Charge for the year 1,176 543 495 159 2,373
Eliminated on disposals - (10} (1,040) - (1,050)
At 30 June 2005 1,666 2,280 1,757 658 6,361
At 1 July 2005 1,666 2,280 1,757 658 6,361
Charge for the year 1,176 605 391 172 2,344
Eliminated on disposals - (28) - 2n (49)
At 30 June 2006 2,842 2,857 2,148 309 8,656
NET BOOK VALUE
At 30 June 2006 3,039 3,174 553 906 7,672
At 30 June 2005 4,215 3,725 696 1,120 9,756
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ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

14

15

PREPAID OPERATING LEASE RENTALS

GROUP AND COMPANY

COST

At T July and 30 June

AMORTISATION

At 1 July
Charge for the year

At 30 June

CARRYING VALUE

At 30 June

INTANGIBLE ASSETS

GROUP AND COMPANY
COST

At I July and 30 June

AMORTISATION

At July

Charge for the year

At 30 June
NET BOOK VALUE

At 30 June

2006 2005
Sh *000° Sh«000”
59,487 59,487
20,603 19,984
620 619
21,223 20,603
38,264 38,884
Computer Computer
software Software

2006 2005
Shs*000 Shs’000
2,631 2,631
2,591 2,273
40 318
2,631 2,591
- 40
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ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

COMPANY
2006 2005
Shs’000 Shs'000
16 INVESTMENT IN SUBSIDIARY (UNQUOTED AT COST)
Kenya National Properties Limited
100% owned 114,735 114,735

The principal activities of the subsidiary company are the ownership and development of property for rental
purposes.

17 INVESTMENT IN ASSOCIATES

GROUP
2006 2005
Shs* 000 Shs’000

At July 1,596,805 1,381,319
Share of results before tax 450,982 245,145
Share of tax (note 8) (93,878) (69,060}

357,104 176,085
Share of movements in equity reserves 46,971 104,581
Dividends received (102,019) (71,000)
Acquisitions during the year 8,005 5,820
At 30 June 1,906,866 1,596,805

27



ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Contimied)

17

INVESTMENT IN ASSOCIATES (Continued)

UNQUOTED

Aon Minet Insurance Brokers Lid*
KWA Heldings Ltd**

Mather & Platt (Kenya) Lid**

Mt Kenya Bottlers Lid**

Nairobi Bottlers Ltd*

Rift Vailey Bottlers Ltd**

UAP Provineial Insurance Co Ltd *

QUOTED
Uchumi Supermarkets Ltd***

Number of shares held

30.6.06 30.6.05
132,330 332,330
25,373,936 25,373,936
220,278 220,278
1,250,695 1,250,695
981,971 981,971
2,695,820 2,693,820
14,440,682 12,018,011
- 14,993,317

Y% owned % owned

30.6,06

21.50
26,43
29.17
28,51
21.62
4679
28.88

30.6.05

21.50
26.43
3540
28.51
27.62
46.79
24.04

24.99

GROUP COMPANY
Share of net assets At cost

30.6.06 30.6.05 30.6.06 30.6.05
Shs’000 Shs"000 Shs*000 $hs*000
97,135 87,252 12,298 12,298
227,059 22531 17,235 17,235
7,546 T.676 7118 7,118
168,580 165,643 10,006 10,006
516,080 498,997 133,020 133,020
209,440 186,434 63,815 63,815
687,026 425,482 158,515 157,921
1,906,866 1,596,805 402,007 401,413

1,906,866 1,596,803 402,007 401,413

The share of the results and net assets of the associates to 30 June 2005 were based on signed accounts to 31 December 2005 (*) and draft
accounts to 30 June 2006 (**). Due to accumulated losses, a 100% impairment loss was recognised on the investment in Uchumi
Supermarkets Limited in 20035. Consequently, the investment was written down to nil. The shareholding in Uchumi Supermarkets Limited was

disposed of in 2006.
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ICDC INVESTMENT COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

18 UNQUOTED INVESTMENTS

GROUP AND COMPANY Number Additions/ Number of Additions
of shares at (disposal} shares at Cost at (disposals)/ Cost at Valuation Valuation
01.7.05 in the year 30.6.06 % 1.7.05 in the vear 30.6.06 30.6.06 30.6.05
owned Shs’000 Shs’Q0G Shs'000 Shs’000 Shs'000
Centrat Depository & Settlement
Corporation Limited* 50,000 - 50,000 10 5,000 - 5,000 5,000 5,000
Drawa Pharmaceuticals Ltd 250,000 - 250,000 12,72 5,000 - 5,000 - -
Eveready Batteries (Kenya) Ltd** 21,259 - 21,259 10.12 4,030 - 4,030 190,256 190,256
General Motors Kenya Etd*** 279,300 - 275,300 1782 184,536 - 184,536 925,486 880,949
Heritage Woollen Miils (K) Lid 72,24% - 72,249 9.56 6,387 - 6,387 - -
Kisii Bottlers Lid#+* 711,774 777,774 16.34 9,222 9,222 117,459 88,750
NAS Airport Services Lid*** 73,056 - 73,056 9.13 7,397 - 7,397 310,160 307,495
K-Rep Bank Limited** - 37,801 31,801 3.78 - 39,324 39,324 39,324 -
Total 221,572 39,324 260,396 1,587,688 1,472,450
OFFSHORE INYESTMENTS
Wildlife Warks Inc (USA)
preferred stock - net 52,632 - 52,632 19,713 - 19,713 - 9,526
Total 241,285 39,324 280,609 1,587,688 1,481,976

The fair value of unquoted investments has been determined using the price of a recent investment (**) or the earnings multiple method (***). Where fair vaiue could not be
reliably measured, the investment is carried at cost (*).

A provision of 100% for impairment has been recognised with respect to the investment in Wildlife Works Inc (USA).The amount of provision charged to the income
statement was Sh 9,526,000 (2005 - Sh 9,526,000),
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ICDC INVESTMENT COMPANY LIMITED
NOTES TOC THE FINANCIAL STATEMENTS {Contimed)

19 QUOTED INVESTMENTS

QUOTED INVESTMENTS

Athi River Mining Lwd

Barclays Bank of Kenya Lid.
Bamburi Cement Ltd

British Amerjcan Tobacco Kenya Ltd
Unilever Tea Kenya 1.wd

Carbacid [nvestment Company Lid
Crown Berger Kenya Ltd

CMC Heldings Lt

East Aftican Cables Lid.

Cast African Breweries Ld

East African Portland Cemenl Company Ltd
Sameer Africa Ltd,

Williamson Tea Kenya Ltd

Housing Finance Kenya Lid

Jubilee Insurance

Kenya Power & Lighting Ltd.

Unga Group Ltd

Kenya Commercial Bank [id

Kenya Airways Ltd

Kenya Elecricity Generating Company Ltd
Kenyz Oif Lid

Mumias Sugar Company Ltd

Wation Media Group Lid
Rea Vipingo Plantations Lid,

Sasint Tea & Coffee Ltd

REGIONAL INVESTMENTS
British American Tobacco Uganda Ltd
TOTAL INVESTMENTS

At §1.07.05
Units
6,500
15,805
35,000
28,827
62,059
500
45,000
3,954,032
10,000
420,000
4,675
122,291
137,126
52,787
10,224,350
590,427

955,634

87,714
96,939

123,974

140,000

Additions
Units

193,435

393,106

37,232
135,457
42,124
952,649
141,992
23,000
997,614

Disposals
Units

(299,953)
(10,000)
(420,000)
(52,787)
(198,500)
(615,700)

(955,637)

(96,959)

At 30.06,06
Units

6,500
15,805
35,000
8,000
28,827
92,059
500
193,435
45,000
4,049,183
4,675
122,291
37,232
272,583
10,067,574
927,376
141,992
23,000
997,611
87,714

123,974

140,000

At 01.07.05 At 30.06.06 Valuation
Cost Additions  Disposals Cost At 01.07.06 At 30,0605
Sh 000’ Sh ‘000’ Sh ‘0P Sh 000" sh ‘00¢* Sh ‘000*
130 - - 130 436 158
1,580 - - 1,580 4,267 3,983
1,593 - - 1,593 5110 4,200
- 1,638 - 1,638 1,520 -
5428 - - 5,428 2,306 3,373
3,291 - - 3,291 12,612 11,507
14 - B 14 18 15
- 9,972 - 9.972 13,540 .
154 - - 154 12,150 6,525
45,849 61,935 (7,666} 104,118 562,836 589,151
587 - (387) - - 970
5,446 - (5,446} - - 7,560
1,308 - - 1,308 330 678
1,623 - - 1,625 3,394 1,553
- 3,684 - 3,684 4,654 -
11,367 20,138 - 31,505 46,067 15,221
899 - (899 - - 1,024
431,562 6,736 (8,395) 429,903 1,661,150 710,592
24,463 141,192 (29,037) 96,618 107,576 34,540
- 5,182 - 5182 5373 -
- 3,080 - 3.080 2,398 -
12,707 40,631 (12,708) 40,630 61,852 23,174
2,500 - - 2.900 17,806 17455
1,638 - (1,638) . - 1,910
503 - - 503 3,378 4,246
557,044 254,188 66,376 744,856 2520473 1,437,833
7,600 - - 7,000 2,808 4,507
564,044 254,188 66,376 751,856 2,532,281 1,442,340

Quoted investment with a market value of Sh 900,112,170 (2005-5h 627,648,828) have been pledged as security to secure banking facilities granted to the group (see note 27).
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ICDC INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

GROUP COMPANY
2006 2005 2006 2005
Shs™ (00 Shs’000 Shs’000 Shs' 004
20 GOVERNMENT SECURITIES
Held to maturity:
Treasury bonds — at amortised cost
- maturing within one year 51,539 20,130 51,539 20,130
- maturing afler one year but
within five years - 31,400 - 31,400
51,539 51,530 51,539 51,530

The weighted average effective interest rate on treasury bonds at 30 June 2006 was 12.15% (2005 — 13.8%).
A lien has been placed on treasury bonds worth Sh 20 million in favour of Commercial Bank of Africa for advancing

credit facilities to the group.

21 NON CURRENT ASSETS HELD FOR SALE
GROUP COMPANY

Shs*000 Shs’ 000
At 1 June 2005 - -
Transfer from investment properties (note 12) 250,000 20,000
Transfer from motor vehicie and equipment (note 13) 4718 -
At 30 June 2006 254,718 20,000

During the year, the directors resolved to dispose of the Group’s investment properties. Negotiations with several
interested parties have subsequently taken place and firm commitments for the sale of the properties have been
entered into after year end. It is expected that these properties will be sold within twelve months. The proceeds on
disposal are expected to exceed the net carrying amount of the assets and, accordingly, no impairment loss has been
recognised on the re-classification of these assets as held for sale.

GROUP COMPANY
2006 2005 2006 2005
Shs"000 Shs*000 Shs*000 Shs*000
22 RELATED PARTY BALANCES
a) Due from related parties
Uchumi Supermarkets Ltd - 94,796 - $9,625
b) Due to related parties
Industrial and Commercial Development
Corporation (ICDC) 1,727 1,728 119 -
Kenya National Properties Ltd (KNP) - - 20,006 310
Funguo Registrars Ltd - 1,340 - 1,340
1,727 3,068 20,125 £,650

The movement in the balance due from Uchumi Supermarkets Limited during the year is as follows:
GROUP  COMPANY

Shs™000 Shs*000
Amount outstanding at 1 July 94,796 89,625
Less amount converted into equity shares (37.013) (31,831
Payments received in the year (17,783) (17,794)
Outstanding amount 40,000 40,000
Less provision for unrecoverable amount (40,000} (40,000)

Net amount as at 30 June - -
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ICDC INVESTMENT COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

23

24

23

RECEIVABLES AND PREPAYMENTS

Dividends receivable

Sundry receivables and prepayments
Rental debtors

Recoverable expenses (service charges)

2006
Shs'000

SHARE CAPITAL

GROUP AND COMPANY

Authorised:

30,000,000 Ordinary shares of Shs 5 each

(2005 - 60,000,000 Ordinary shares of Shs 5 cach}

Issued and fully paid:
54,995,183 ordinary shares of Shs 5 each

DEFERRED TAX LIABILITY

GROUP COMPANY

2005 2006 20035
Shs’000 Shs’000 Shs' 000
33,912 24,190 55,546
3,833 2,970 2,953
2,450 500 589
6,725 24 23]
46,920 28,084 59,339
2006 2005
Shs™000 Shs’ 000
400,600 300,000
274,876 274,976

Deferred income taxes are calculated on all temporary differences under the liability methed using the currently

enacted tax rate of 30%.

The net deferred tax liability is attributable fo the following items:

Deferred tax liabilities:
Accelerated capital allowances
Revaluation surplus

Deferred tax assets:

Excess of depreciation over capital atlowances
Leave pay provision

Tax losses

Provision for bad debts

Net deferred tax liability

The movement on the deferred tax account is as follows:

At 1 July

Income statement credit — note 8(a)

At 30 June
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GROUP COMPANY
2006 2005 2006 2005
Shs’ 000 Shs™ 00 Shs’000 Shs’000
1,462 831 500 -
60,370 60,370 5,784 5,784
61,832 61,201 6,284 5,784
- (35) - (35)
(368) - (543) (368) (543)
(739) (647) (739} (647)
(12,121} - 12,121 -
(13,228) (1,225) (13228)  (1,225)
48,604 59,976 (6,944) 4,559
59,976 60,496 4,559 5477
(11,372) (520) (11,503) {918)
48,604 59,976 {6,944} 4,559
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GROUF COMPANY
20006 2005 2006 2005
Shs’000 Shs™000 Shs’ 000 Shs’000
26 PAYABLES AND ACCRUALS
Rent deposits 9,136 6,935 439 464
Sundry payables and accruals 9,575 5,754 4,403 3,611
Leave pay provision 1,228 1,811 1,228 1,811
19,939 14,550 6,070 5,886
27 BORROWINGS
Bank gverdraft 64,460 37,264 654,460 37,264
Short term loans 70,000 - 70,000 -
Long term loans - 195,555 - 195,555
134,460 232,819 134,460 232,819
Analysis of borrowings by maturity
Bank overdrafl 64,460 37,264 64,460 37,264
Short term loans 70,000 - 70,000 -
Current portion of long term loans - 73,333 - 73,333
134,460 110,597 134,460 110,597
Due for settlement after 1 year:
Long term loan - 122,222 - 122,222
134,460 232,819 134,460 232,819

The group has undrawn committed borrowing facilities amounting to Shs 65,540,400 (2005 — Shs 100,000,000).
The overdraft, term loans and other facilities are secured by 3,201,784 shares in Kenya Commercial Bank Limited,
2,576,400 shares in East African Breweries Limited, 15,805 shares in Barclays Bank Limited, 35,000 shares in
Bamburi Cement Limited, 65,620 shares in Nation Media Group and a Shs 20 miflion treasury bond. The market
value of the shares held as security at 30 June 2006 was Shs 909,112,170,

The maturity period of the short term [oans was 30 days.

The effective interest rates on borrowings at 30 June 2006 were:

2006 2005
Bank overdrafis 7.97% 9.5%
Short term [oans 7.84% -
Term loan - 12.73%
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2006 2005
Shs’000 Shs*000
28 NOTES TO THE CASH FLOW STATEMENT
(a} Reconciliation of operating profit
to cash generated from operations
Operating profit 284,535 159,621
Adjustments for:
Depreciation 2,934 2,963
Amortisation of intangible assets 40 3i8
Amortisation of leasehold land 620 619
Loss/(gain) on disposal of equipment 58 (60)
Gain on disposal of guoted investments {259,442) (54,793)
Operating profit before working capital changes: 28,745 108,668
(Increase)/decrease in treasury bonds (9) 78,452
Mgovement in related party balances 93,435 (90,061)
Decrease/ (increase) in receivables and prepayments 25,558 (30,001}
Increase in payables and accruals 5,389 2,185
Cash generated from operations 153138 69243
(b) Analysis of balances of cash and eash equivalents
Bank balances 22,635 13,251
Overdrafts (64,460} (37.264)
Short term borrowings (70,000) -
(111,825) (24,013}

For the purposes of the cash flow statement, cash equivalents include short term liquid investments which
are readily convertible into known amounts of ¢cash and which were within three months of maturity at the
balance sheet date and borrowings.
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2006 2005
Shs*000 Shs*000

29 CAPITAL COMMITMENTS

GROUP & COMPANY
Authorised but not contracted for 1,132 655
Authorised and contracted for 1,256 730

30 RELATED PARTIES
The group fransacts with companies refated to it by virtue of common shareholding and also by virtue of common
directors. These transactions are at arm’™s length and in the normal course of business. Amounts not settled as at

balance sheet date are disclosed in note 22,

Puring the year the following transactions were entered into with the related parties:

2006 2005

Shs’000 Shs'000
Income received
Rent and service charge received - 2,822
Interest charged on loans advanced to related parties 4,932 7,135
Purchase of goods/services
Rent and service charge paid _ 1,155 2,505
Share regisiration services 2,209 2,506

The remuneration of executive directors and other key management during the period is as follows:

2006 2005
Shs'000 Shs™000
Income received
Salaries and other benefits 25,401 22,250
Fees as directors 474 390
25,875 22,640
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31

33

OPERATING LEASE ARRANGEMENTS

The group as a lessor

Property rental income earned during the year was Shs 25,668,000 (2005 - Shs 22,463,000). At the balance sheet
date, the group had contracted with tenants for the following future lease receivables:

2006 2005

Shs™000 Shs 000
Within one year - 17,602
In the second to fifth vears inclusive - 57515
After five years - 4. 803
- 79,922

Leases are negotiated for an average term of six years and rentals are reviewed annually. The leases are cancellable
with no penalty when the tenants give three months notice to vacate the premises. In the current year, the directors

resolved to dispose the group’s rental property.

The group as a lessee

At the balince sheet date, the company had outstanding commitments under operating leases, which fall due as
follows:

- 2006 2005
Shs’000¢ Shs’000
Within one vear - 1,538
In the second to fifth year inclusive - 331
- 1,869

Operating lease payments represent rentals payable by the group for fis office premises. Leases are negotiated for an
average term of 5 years. The group’s leases are currently under negotiation.

COIINTRY OF INCORPORATION
The company js incorporated and domiciled in Kenya under the Companies Act.

CURRENCY
The financial statements are presented in Kenya Shillings thousands (Shs’000).
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