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PRIVATE EQUITY BUSINESS LINE REVIEW
Introduction

Private Equity is Centum’s largest business line with
approximately 55% of the total portfolio. Centum’s established
track record, our proprietary deal flow, our networks in
the private equity industry and our long established status
- a channel through which investors can participate in PE
investments - makes Centum the partner of choice in East
Africa Private Equity space.

PE business line has invested in companies that largely serve
the needs of the domestic and other African markets. The PE
investment strategy is underpinned by the growth in consumer
spending and investment, which is being driven by economic
growth. PE targets to deliver a 30% - 35%. Since 2009, PE has
pursued a three-pronged strategy in managing the business
line:

i. Active portfolio management to address underperforming
assets and working with partners to implement value
creation plans for each investee company.

ii.  Strengthening investment processes and relationships
across the region to enable development of a proprietary
pipeline of attractive opportunities and making quality
investments structured to ensure alignment between
Centum and partners.

iii. Pursuit of geographical diversification with a target to
have 50% of assets invested outside Kenya by 2014.
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Industry

The Sub Saharan Private Equity industry experienced an
overall growth both in fund raising and deals closed in 2012
compared to 2011. Funds raised in 2012 amounted to US$ 1.4
Billion compared to US$ 1.3 Billion in 2011 a slight increase.
This however is however minute compared with funds raised
globally in emerging markets which totaled US$ 40.3 Billion. In
terms of investments, Private equity funds completed 61 deals
in sub-Saharan Africa in 2012; the highest since 2008 with 50
deals, deploying more than US$ 1.2 Billion in investments.
This shows that private equity environment is growing and
is expected to continue on this trajectory in the medium
to long term. In East Africa, the number of fund managers
remained on the rise increasing by 4 to an approximate 35
fund managers in 2012 solely dedicated to investing in East
Africa. More players are expected to come into the market
with continued fund raising efforts in place. With this, there is
increased competition in the traditional markets for example
Kenya. However, we believe this year’s activity trends reflect
a maturing industry, with a true variety of both old and new
players investing in both established and frontier markets.
Also the competitive landscape keeps improving with opening
up of other economies and government institutions putting
in place procedures to tap new investments improvement in
governance, laws and general investing environment e.g. in
Ethiopia, Tanzania, Uganda and Rwanda. Ethiopia and Tanzania
saw some of the largest PE deals in East Africa in 2012 which
translates to more opportunities for Centum which is well
positioned to take advantage of the opening markets.

Opportunities for Centum Private Equity

The opportunities to Centum private equity to continue being a

market leader are mainly advised by the following propositions:

e Fundamental nature of the business - Centum’s focus is
to invest in high growth companies that require capital to
grow fast either locally or internationally through organic
and inorganic growth with managements value addition.

e Depth of regional markets- lack of depth in regional
markets provides room for development of a rich deal
pipeline because most dominant companies in the market
are largely privately held and we offer a better alternative
to traditional financing,

e  Partnerships - success in PE investments is underpinned
by strategic partnerships we have with industry leaders,
private investors, fellow PE players and professionals in
the market who we work with to add unrivaled value.
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Portfolio
The key PE portfolio companies are highlighted below:

Table 1: Private Equity Portfolio

Financial Sector - Insurance and Financial Services

UAP Holdings - UAP is a composite insurance company with operations in Uganda and Southern
Sudan.
Stake: 13.7% - UAP has also expanded into Rwanda and DRC.
- UAP raised US$ 50.0Mn additional growth capital in 2012 to spur further growth.

Better. Simple. Life. Sector: Insurance & - It was ISO 9001:2000 certified; has achieved a high credit rating, Global Credit

Financial Services Rating (AA); and has won FiRe Awards for eight consecutive years.

Aon Insurance Brokers - Aon Kenya Insurance Brokers Ltd (AON) offers insurance broking, risk

(Kenyal management, actuarial consulting, medical scheme administration and medical

fund management, life and pension’s administration, and employee benefits

Aw Stake: 21.5% consulting services to medium and large organizations in Kenya.
- AON has a large portfolio of corporate clients to whom it provides brokerage

AON MINET INSURANCE BROKERS

Sector: Insurance services for coverage of some of the most complex risks. AON is a service driven
Brokerage & Consulting organization which aspires to meet the highest standards of its clients.
services

Platinum Credit
- Platinum Creditis one of the leading non deposits taking Micro Finance Companies

with operations in Kenya, Uganda and Tanzania.

Stake: 35.6%
FLAH';LEH.E! ’ - Platinum credit has more than 50 branches in the region.

Sector: Non Deposit - Platinum prides in fast disbursement of loans within 24 hours.

Taking Micro Finance

Beverage Sector - Carbonated Soft Drinks

Almasi Beverages Ltd - Centum has invested in Almasi, a consolidation of three bottlers in Kenya: Rift
- Stake: 42.8% Valley Bottlers, Mount Kenya Bottlers and Kisii Bottlers.
- Rift Valley Bottlers Limited is a Coca Cola bottling company whose franchise
Nairobi Bottlers territory spans across Rift Valley and Western provinces in Kenya.
Stake: 27% - Itis the third largest Coca Cola franchise in the country in volume terms.
@ - Mount Kenya Bottlers Limited is a Coca Cola bottling company whose franchise

territory spans across Central & North Eastern provinces in Kenya
- Kisii Bottlers Limited is a Coca Cola bottling company whose franchise territory

ijﬂ/ spans across parts of south Rift Valley and Nyanza province.

- Nairobi Bottlers Limited is the largest of the Coca Cola franchises in Kenya.

- Its territory spans across the whole of Nairobi, parts of Central Eastern and Rift
Valley provinces.
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KWA Holdings
Stake: 27%

NAS Servair

Sector: Food

Stake: 15%

Kenya Wine Agencies is a manufacturer and distributor of wines and spirits in
East Africa with operations in Kenya, Uganda and Rwanda.
The Company is in line for privatization by the GoK

NAS Servair provides meals and handling services to airlines at the Jomo Kenyatta
International Airport and the Mombasa International Airport.

General Motors East
Africa

Sector: Automotive

Stake: 17.8%

GM East Africa (GM] markets and sells Chevrolet, Opel and Isuzu vehicles and
parts. It locally assembles the Isuzu and Chevrolet vehicles.

Majority of GM’s sales are domestic. GM also exports to neighboring countries
in the COMESA region: Uganda, Tanzania, Rwanda, Burundi, Zambia, Zimbabwe,
Mozambique and Ethiopia.

GM East Africa has over 30 years experience in the local assembly and services
industry.

Helios Fund 2

Sector: Pan Africa Fund

Commitment: US$ 5Mn

Fund Size: US$ 800 Mn

Helios Investment partners is an investment firm founded in 2004 and focused on
making private equity and special situation investments in African companies.
The fund targets growth equity investments in hitherto-neglected sectors
exhibiting high growth potential, and acquisition of large, established businesses,
such as non-core subsidiaries of multinational companies.

Cape IlI

Sector: Pan Africa Fund

Commitment: US$ 2Mn

Fund Size: US$ 350Mn

CAPE lll is the third private equity fund by African Capital Alliance (ACA) managers.
Founded in 1997, ACA is the leading private equity firm with a focus on the Gulf of
Guinea.

The fund is underpinned by a growing and reforming economy, and a higher focus
on energy than in previous funds sponsored by ACA. The fund focuses on the
following sectors: energy, financial services, logistics, telecommunications and
information technology.

CAPE Il structures its investments for on-going liquidity, a majority interest
or significant minority interest with strong governance rights in the respective

companies.
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Portfolio Diversification

Centum PE seeks to diversify its portfolio across different
sectors with a main focus on consumer facing industries.

The current portfolio is highly weighted towards beverages and
financial services.

Sectoral allocation

I Beverage
Financial services

I Automotive

. Other (Publishing,

catering and investment
in PE funds)

Performance

Since the beginning of the strategy period in 2009, the PE
portfolio has on average grown by 42% year on year to 11.3
Billion both through additional investment and organic growth
as depicted below.

Private Equity Portfolio Vaule
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The table below summarizes the PE business line performance
for the years ended 31 March 2013 and 2012. During the year,
the PE business line generated a total return of Ksh 1.8 Billion,
equivalent to 21% over the opening portfolio base of Ksh 8.6
Billion.
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PE Performance Summary

Kshs M 2013 2012 2011 2010
Portfolio Income 296 375 554 429
Unrealised Gains 1,940 992 1,880 1,886
Gross Return 1,936 1,367 2,434 2,315
Total Return 1,802 1,245 2,268 2,168
Gross return (%) 22% 18% 43% 65%
Total return 21% 16% 40% 61%
Closing portfolio value 11,269 8,609 7,662 5,491

The chart below is a summary of the movement in Centum’s PE
portfolio from 1 April 2012 to 31 March 2013.
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Portfolio value

In the 2012-13 financial years, the portfolio value increased
mainly due to a change in the multiples used in valuing the
portfolio companieswith 1.4 billionrepresentinga 48% increase
in the value of PE assets. This was followed by increased
investments which increased the asset value by 1.2 billion,
a 41% increase in the PE portfolio value with the remaining
increment being represented by increase in portfolio earnings
and price of the listed portfolios.

Valuation Methods

Centum uses the international Private Equity and Venture
Capital Valuation Guidelines (IPEV December 2012 Guidelines)
in the valuation of its private Equity portfolio and is based on
fair value. Fair Value is the price that would be received for
selling an asset in an orderly transaction between market
participants at the measurement date.



Centum determines the fair value using the following methods
in order of recommendation by IPEV.

i) Listed Price - Thisis the price of private equity investments
that are listed in the stock exchange and are observable.

ii)  Price of Recent Investment - In applying this method, the
initial cost of the investment itself, excluding transaction
costs is used or, where there has been subsequent
investment, the price at which a significant amount of
new Investment into the company was made is used to
estimate the enterprise value within a year, following the
date of the relevant transaction.

iiil  Earnings Multiple - This involves applying a multiple
derived from the market thatis appropriate and reasonable
indicator of value (given the size, risk profile and earnings
growth prospects of the underlying company) to the
maintainable earnings of the company

iv] Net Assets Value - This is used in businesses that are
consistently returning losses or their going concern
element cannot be sustained and liquidating the business
and selling its assets has a greater value.

v] Discounted Cash Flows - Here the value of the company
is determined using reasonable assumptions and
estimations of expected future cash flows and discounting
to the present by applying the appropriate risk adjusted

rate.
vi] Cost - This is used where the fair value cannot be reliably
measured.

The chart below shows that Centum values its private equity
portfolio primarily using the earnings multiple method. When
we value our portfolio using this method, there are three
sources of value uplift.

The valuation methodology used

44% of the portfolio has been valued based on price of recent transaction

. Earnings multiple
NAV

Recent price/ listed price

| BUSINESS REVIEW

al Increase in prices of listed companies
b)  Multiples expansion
c] Increase in earnings of the company that is being valued

The chart below shows the sources of value in a multiples
valuation over time. At the time of acquisition of a company, its
cost is the best estimate of value. As the company’s earnings
grow, the company has to be valued using one of the methods
listed above. At the time that the asset is up for sale, we will
value it using he imminent sale value.

Investment Value
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Outlook

The focus of Centum’s PE business line is three-fold:

al

b}

c)

d)

60 |

To maximize the value of our current portfolio through
several initiatives and value addition programs including
exiting some of the more mature investments.

Grow assets under management by deploying
approximately Kshs 5.5 Billion in new opportunities and
by harnessing third party funds in line with our 5-year
strategy;

Diversifying our portfolio by ensuring that over 50% of
new investments made are outside Kenya by pursuing
aggressive regional expansion strategies and:

Focusing on sectors we have experience, networks and
skills to ensure we maximize on value growth and efficient
utilization of our resources.

Centum will also focus on acquisition of a controlling
position of unlisted companies with excellent growth
potential and put in place capabilities to ensure
achievement of the envisaged growths. Centum will

Centum Investment Company Limited
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make investments as ordinary or preference shares,
and/or convertible debt. The private equity strategy is
to focus on sectors that are driven by a rising consumer
class in Africa. These are sectors that we understand
and have built capacity and experience. Centum will
focus on businesses that are industry leaders that have
a sustainable competitive advantage that is supported
by a solid track record. Centum will, in exceptional
circumstances invest in green fields and brown fields
where there is a compelling investment thesis. Centum
will keenly pursue diversification of its PE portfolio by
geography and sector.

Centum PE is also focusing on utilizing our skills,
expertise and people network coupled with experience in
the African market to manage third party funds and enable
investors’ access to proprietary deals. The team has been
strengthened with diverse experience, expertise and back
grounds to ensure a robust and efficient execution of the
growth strategy.



Pius Muchiri

Director; Quoted Private
Equity & Managing
Director: Centum Asset
Managers

QUOTED PRIVATE EQUITY BUSINESS LINE REVIEW
Introduction

The Quoted Private Equity (QPE) business line acquires
influential and/or controlling stakes in listed companies across
Africa, and uses its skills and influence to unlock value in these
companies.

We also identify attractive opportunities where we may
take Minority Equity stakes as well as invest in Sovereign &
Corporate Debt.

We are flexible on the size of our investments, guided by the
special circumstances of each deal in line with our strategic
objectives.

Opportunities for Centum in QPE:

Centum’s QPE opportunity is guided by the following major

themes:

1. Geographical expansion to other attractive Sub-Saharan
Africa markets: Our focus is on countries that will be the
driving force behind the growth of the African economy.
With the intention of adding to our current holdings, we
continue to actively seek out and identify compelling
investment opportunities across Sub-Saharan Africa.

| BUSINESS REVIEW

This is with a view to diversify our portfolio, hence
decoupling performance from the Kenyan market. Our
expanded reach also ensures a steady pipeline of deals
from wider coverage. Ultimately, these activities will
help deliver the highest risk adjusted returns for our
shareholders.

2. Flexibility: Focusing on marketable securities has the
added advantage of providing/ ensuring ease of entry and
exit. This allows us to take advantage of special situations
and emergent opportunities by adapting our strategies
to suit market conditions while keeping our valuations
current. Over time, this allows us to generate positive
returns for our shareholders in different investment
climates.

3. Scaling-Up Transaction Size: To generate a meaningful
return for our shareholders, we continue to see scale as
key to our investment strategy going forward. We have
consistently beaten the NSE20-Share Index for the last six
years and want to leverage on this strong track record to
build and manage third party funds alongside our own.

Business model & focus for QPE:

QPE’s business model focuses on acquiring influential and/
or controlling stakes in what we deem to be undervalued
public listed companies qualifying for Private Equity type
investments. We then leverage our private equity skills to
create and enhance value in these companies. We also identify
and take minority stakes in listed companies where attractive
opportunities arise.

QPE also invests in marketable Sovereign & Corporate Debt
instruments that play a critical role of managing liquidity for
Centum’s Portfolio.

We earn our return primarily in the form of dividend income,
interest income and capital gains.

Performance

QPE’s performance is disclosed as part of segment information
in note 5 of the financial statements on (note 5, page 125). The
table below summarizes the QPE business line performance
as at March 31 2013.

Centum Investment Company Limited
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Portfolio Income 338 209 183 150
Unrealised Gains 1,128 (153) 221 1,062
Gross Return 1,466 56 404 1,212
Total Return 1,234 (48) 320 1,131
Gross retun (%) 59.3% 1.4% 11.5% 53.2%
Total retun (%) 50.0% -1.7% 9.1% 1
Closing portfolio value 3,748 2,474 3,940 3,847

QPE targets to make a net return of 25% p.a. of the beginning
portfolio value: though returns on individual investments
vary from this target depending on the nature and risk
characteristics of each individual investment.

During the year ended March 2013, QPE delivered solid risk-
adjusted returns by finding compelling investments in each of
our focus areas of Equity & Debt.

Last year, we highlighted that we expected 2012 to be a
favorable year for equity markets and also reiterated our
desire to access new markets outside Kenya, driven by specific
opportunities.

Thus far our thesis appears to be on track. Indeed, during the
financial year 2012/2013, we delivered alpha primarily from
investments in Sub Saharan Africa that contributed greatly to
QPE’s absolute return of Kshs 1.2 Bn. This was equivalent to
a return of 50% over an opening base of Kshs 2.1 Bn. This
performance represented a spread of 6% above the NSE 20
Share Index Return of 44% in the period.

Investment activity
= Net returns === NSE Return (%)

60.0% A
50%

50.0% - o

40.0% A
30.0% A
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During the period, new investments by QPE amounted to
Kshs 2 Bn (2011/12: Kshs 4.2 Billion) as we established long
positions in Equities & Debt, aligning our portfolio to match
our market views. It was in this period that we made our first
investments in Ghana & Nigeria and scaled-up our investment
in Tanzania. Entry into these positions was in line with our
paradigm of selecting and acquiring well managed, stable and
growing businesses at inexpensive valuations. Disposals for
the year totaled Kshs 1.7 Bn while the closing portfolio was
valued at Kshs 3.7 Bn. Our diversification strategy continues to
progress at a reasonable pace. As at the end of this financial
year, the QPE portfolio was 50% diversified outside Kenya with
investment exposure in 5 other Sub Saharan markets including
Uganda, Tanzania, Rwanda, Ghana & Nigeria.

Valuation Methodology
6,000
903 1,685
5,000

324
2,060

4,000 3,748
3,000
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2,000

1,000
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The QPE business line values its portfolio holdings using
the respective market prices as at the reporting date,
consistent with International Financial Reporting Standards
(IFRS) disclosed on note 2 (i) page 112 &113 of the financial
statements.

Centum Asset Managers (CAM)

For over 45 years, Centum has been managing and growing
its portfolio exclusively using its shareholder funds. Recently,
Centum, through its wholly owned subsidiary Centum Asset
Managers (CAM], was granted an Asset Management license
by the Capital Markets Authority allowing CAM to manage third
party funds as well.



Potential clients will find comfort that CAM will not be venturing
into an entirely new business, but rather extending Centum’s
existing business of managing owners’ capital. That is, Centum
will leverage on expertise accumulated over the years to not
only manage its own funds but also to manage funds belonging
to other institutions and private investors. Management of
these third party funds will be performed by an independent
management team within a distinct entity, CAM.

Other than management of third party funds, CAM will
participate in market development through creation of
financial products. This will involve packaging financial assets
into products with particular risk and return characteristics to
meet the needs of specific investors.

CAM’s value proposition is to help institutional investors
understand the risks they face and develop investment
solutions to address these risks. We will utilize our diverse
specialist expertise, rich experience and ethical values to
create wealth to our clients through value based, focused
investing that deeply addresses the underlying investment
objectives.

The CAM opportunity is guided by the following major themes:
e Attractive Sub Saharan Africa markets: Besides China,
Africa is the fastest growing economy in the World and is
expected to maintain this momentum going forward. Our
interestistofocusoncountries thatwill be the driving force
behind this growth in the African economy. During the last
12 months we have made a lot of progress in expanding
our footprint outside Kenya and we have identified a
number of attractive opportunities that investors can gain
exposure to. Besides the obvious benefits of geographical

| BUSINESS REVIEW

diversification, like other global fund managers, we will
be seeking to competitively channel capital across African
markets in search for the best possible risk-adjusted
return for our shareholders.

e Access to alternative investments asset class - In
addition to the conventional equities and fixed income
asset classes, funds managed by CAM will have access to
alternative investments including Private Equity and Real
Estate.

e Leveraging on market beating performance track record:
To generate a meaningful return to our shareholders, we
continue to see scale as key to our investment strategy
going forward. We have consistently beaten the NSE
20-Share Index for the last six years and it remains among
our key objective. We want to leverage on this strong track
record to build and manage third party funds alongside
our own funds.

OUTLOOK:

QPE will continue to drive execution and seek out compelling
opportunities in new markets outside Kenya with current focus
areas being Zambia, Zimbabwe and Egypt. These markets
offer asymmetric return profiles based on current valuations
and we hope to report substantial progress and positive
returns therefrom.

Centum Investment Company Limited
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Graeme Reid

Director; Real Estate &
Infrastructure & Managing
Director; Athena Properties
Limited

Chris Ochieng
Deputy Managing Director;
Athena Properties Limited

2. REAL ESTATE & INFRASTRUCTURE REVIEW
Introduction

The Real Estate & Infrastructure (REI) business line was
established in line with Centum’s central mission, that is, to
offer investors access to inaccessible, quality, and diversified
investments.

Established in the third quarter of the 2009/2010 fiscal year,
the business line has grown from less than 1% to 26% of
Centum’s total assets under management. Centum strategy in
real estate is to participate in the entire development process
beginning with land development, moving on to the property
development and finally to property and portfolio management
process.

Centum real estate management process is hinged on
developing a real estate solution that addresses a compelling
market need. In this case, the opportunity to develop quality
environments for commercial activity and with an integrated
blend of uses ranging from retail, entertainment, office parks,
hotels, marina, and serviced apartments has been identified as
a compelling and unmet need

The value of Centum’s investments in the REI business line
has grown tremendously from Kshs Kshs 36Mn in 2010 to
Kshs 5.1 billion at the end of FY2012/2013. The value uplift is

64 Centum Investment Company Limited
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attributable to the value creation activities undertaken on the
property portfolio during the period.

In line with our real estate strategy of participating through
the entire development process, Centum has established
a new subsidiary Athena properties Limited that offers
comprehensive end to end range of urban and property
development management services in projects where centum
is the developer or a partner.

Athena has assembled a world class team with a combined
experience of over 70 years in real estate and property
development. The team will guide centum real estate and
property development process.

Property Portfolio

Centum has a real estate portfolio in East Africa including
two prime properties in Kenya and Uganda. The first property
measures 100 acres and is located in the diplomatic blue zone
in the Gigiri/Limuru Road area of Nairobi. The site is only
about 10 minutes drive from United Nations Complex; about
20 minutes drive from Nairobi Central Business District and 30
minutes to the Jomo Kenyatta International Airport.

It is bordered by, and with access from, the Northern By-Pass
and Limuru Road, and is located within the most affluent
suburbs in Kenya with an annual spend of over USD 500



million within a 5KM radius. The development is a new master
planned urban node that is set to become East Africa’s premier
destination and address.

During the year the design and tender process were completed
with phase 1 infrastructure project breaking ground in August
2013 and Retail, entertainment and Lifestyle centre ground
breaking set for October 2013.
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The second property is set on a 300 acre property on the Garuga
Peninsula on the shores of Lake Victoria in Entebbe, Uganda.
The site is situated between Entebbe International Airport and
Kampala, about 22 kilometers from the Airport and about 32
Kilometers from Kampala. The property will be developed as
a premium integrated water front destination, resort town
and a premier Uganda tourism destination. The development
provides premium tourism and residential facilities including
hotels, conference facilities, luxury apartments, villas,
marinas, hospital, international school, modern office park and
a retail centre.

PEASL MAIUNA

Lake Victoria

| BUSINESS REVIEW

The project is currently at design development stage with
phase 1 set to break ground in Q2 2014. The objective of
this real estate investment vehicle will be to provide local
and international investors with access to sizeable, liquid,
diversified investment grade real estate assets.

Investment Focus and Value Creation

Increased activity in our RE&l is consistent with the emerging
high economic growth trends in the region driven by changes
in demographics, government policies and new urban nodes
aimed at attracting new investments and increased funding for
infrastructure development.

Through the land development process we have created
significant value in both assets. Based on conservative
valuations that we have used for purposes of preparing
the financial statements, the value uplift to-date of the two
properties has risen from 2.1 billion in 2011 to 5.1 billion in
2013 which is about 142% of the cost price over a period of less
than 36 months.

Opportunities for Centum in Real Estate

In Real Estate, Centum seeks opportunities that leverage
our ability to quickly mobilize funds for investment, thereby
unlocking attractive development opportunities that will lead to
the creation of new communities and address supply shortages
in the commercial and residential real estate markets.

Centum’s Real Estate investments are guided by the following
major regional trends:

e Infrastructure developments - Construction of new
transportation infrastructure such as superhighways, link
roads and bypasses, expansion of existing roads, airports
as well as proposed investments in rapid rail transit have
opened up new areas for development.

e Shortage of serviced land - The rapid pace of urbanization
in the region has far outstripped the ability of local
authorities to increase the stock of adequately serviced
land available for development. This has subsequently
impeded the creation of new neighborhoods and led to
the densification of formerly low density residential areas
thereby straining the existing road, water and sewer
infrastructure.

Centum Investment Company Limited
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e Demographics - It is estimated that over 70% of the East
African population is aged 34 years and below. This young
population forms the core of the region’s rapidly growing
middle class and driving the formation of new households
which in turn feeds the demand for new housing stock.

e Improved living standards - The aspiration needs of the
rapidly growing middle class in the region has led to an
emerging trend towards integrated, mixed use residential
developments that cater to lifestyles and which are
comparable to those available in developed countries.

e Growing Investor Interest - The rapid growth of the
regional economies has generated significant interest in
the real estate sector from both local and international
investors. Some of the key constraints to investor
participation in the sector regionally include the long and
difficult land acquisition and sale process, high transaction
costs, and the size of investment required to provide
adequate diversification both regionally and in various real
estate products (commercial, retail, residential).

It is in view of the foregoing trends that Centum has added
two real estate properties in its portfolio and has further
established Athena Properties Limited that will guide in the
development process.

Our vision is to develop premium world class master planned
urban addresses in these two sites that will be number one
regional destinations in East Africa and beyond for a long time
to come with the aim of generating market beating returns for
our investors.

Opportunities for Centum in Infrastructure

Centum defines Infrastructure investments as those made in
capital-intensive businesses providing essential services over
the long-term, often on a regulated basis or with a significant
component of revenue and costs that are subject to long-term
contracts.

Centum’s Infrastructure investments are informed by the
growing importance of Public Private Partnerships (PPPs] to
address resource constraints within national governments

66 |
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and local authorities in providing essential services such as
electricity, transportation, water and waste management.
Centum’s current focus is primarily on investments in
independent power projects (IPPs] and especially in the
geothermal sector.

Development Activity:
a)Two Rivers Project

During the FY 2012/2013, Centum, through its subsidiary, Two
Rivers Development Ltd, completed the design and tender
process of retail and infrastructure projects

The construction of infrastructure project commenced in
August 2013 and ground breaking for the retail project is
scheduled for October 2013.

Development Vision

The Vision of Two Rivers Development is to develop a premium
world class master planned urban address set within a
controlled and secure development that will be a number one
regional destination & address in East Africa and beyond for a
long time to come.

Two Rivers development will provide East Africa’s largest
Retail, Entertainment and lifestyle centre with an exciting mix
of local and international brands, 3 and 5 star hotels, offices
and residential apartment within a well managed environment
providing the highest level of urban amenity supported by first
world sustainable infrastructure.

The site will be developed in an environmentally sustainable
manner that will seek to protect and preserve the flora and
fauna, the unique physical features including the water
resources and the riparian reserve. To achieve this noble
objective, the master plan has allocated about 30% of the total
area to preservation of green areas.

The development will be constructed in phases and when
complete it will have a total build up area of about 851,000 SQM



Development Phasing
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Centrally managed state of the art sustainable infrastructure
will be put in place to support a mix of integrated components.

Phase 1: Development

REVISED PHASE 1:
WMARCH 15 201

| BUSINESS REVIEW

Phase one integrated premium facilities comprise:
1. East Africa’s largest retail, entertainment and lifestyle
centre set to open in October 2015
e 47,000 m? of lettable space
e  Providing both local and international brands
e  State of the art design, with Piazza, event spaces, and
open to vibrant entertainment area on 3 levels along
the water front
e 10,000 m? office development in a 8 floor tower above
the retail, entertainment and lifestyle centre
e  Premium serviced apartments in an 8 floor tower
above the retail, entertainment and lifestyle centre

2. Premium office space with grade A facilities to serve the

increasing demand in the region

3. b starand 3 star hotel to cater for the continued increase

in tourism, business tourism, and expatriate professionals
in the region

4. A mix of long stay and short stay apartments to take

advantage of the lack of such facilities in such a high
demand area

5. Luxury residential apartments
6. A safe secure and attractive urban environment with high

level of urban amenity and recreation areas, including
outdoor water front, water sports, and entertainment
areas

7. State of the art sustainable infrastructure to support the

development components

8. Open green areas and well landscaped public realm with

a commercialized water front to include play parks, water
sports, recreational facilities all within the breath taking
view of the river

o Infrastructure Provision
The built up facilities will be supported by centrally
managed first world sustainable infrastructure
comprising but not limited to;

e wide dual roads,

e ample visitor parking,

e jogging/walking paths,

e landscaped public realm,

e ICT Infrastructure

e potable water,

e reticulated LPG

e firefighting facilities,

e street, landscape and security lighting,

e power & back up power,

e Sewer reticulation treatment plants.
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This development will offer investors a number of alternative
exit options and realize the value created. These include:

a) Exiting the completed developments once they
become revenue generating to a REIT vehicle and
subsequently selling the REIT interest to a range of
investors.

b]  Selling our equity in the project companies.

Milestones on Two Rivers development:

1. Statutory Approvals

ltem Status | Delivery Date
Existing Title Obtained v January 2011
Change of User Approval - Nairobi v December 2011
City Council

Master Plan Approval - Nairobi City Vv December 2011
Council

Riparian Reserve Approval - WRMA v March 2012
Master Plan EIA Approval - NEMA v May 2012
Borehole (1) Approval - WRMA v May 2012
Change of User Consent - Vv July 2012
Commissioner of Lands

Borehole (3] Approval - WRMA v April 2013
New TitleApproval - Ministry of v May 2013
Lands

Temporary Construction Access v June 2013
Approval - KURA

Ammended Master Plan Approval - v July 2013
Nairobi City Council

Design Approval for Roadwork’s - v August 2013
Nairobi City Council

Design Approval for Gate house v August 2013
and Perimeter Fence - Nairobi City

Council

Retail Building Approval - Nairobi v August 2013
City Council

Access EIA Approval - NEMA August 2013
Retail EIA Approval - NEMA August 2013
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2. Phase 1 Infrastructure

The construction of phase 1 state of art sustainable
infrastructure commenced in August 2013 with the expected
completion date of June 2015

3. Financing

Centum raised kes 3.2 Bn through private placement in
September 2012. In December 2012 a further Kes 1 Bn was
raised and the Kes 4.2 Bn bond listed in February 2013.

58.8% of these funds will be used to fund real estate
development

4. Project Implementation

e Construction of phase 1 infrastructure is ongoing

e 30% of the Retail, Entertainment & lifestyle centre has
been pre-let

e Construction of Retail, Entertainment & Lifestyle centre
is scheduled to commence in October 2013 and the centre

will open in October 2015

e Phase 1 roll out and sale of bulk rights to 3rd party
developers is on going

e The Two Rivers project implementation timelines were
revised from Q1 2013 to Q3 2014 This was informed the
following key factors:

1. Market Demand: The master plan was amended to
respond to market need due to growth of UN and
discovery of oil & gas in

2. MasterplanApproval: -To allow Master Plan Approval
by Nairobi City County

3. Land Commission: To allow for establishment of new
land commission and issue the new title
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Phase 1 Development: Product Offering
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3 Star and 5 star hotels to cater for the continued increase in tourism, business tourism and
expatriate professionals in the region

— —

A development anchored by the largest retail centre in East Africa, opening in November 2015
and offering 47,000 m2 of lettable retail space,10,000 m2 of office and 1,440 parking bays
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Retail Perspective Views
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R.E.L Concept - Multi Franchise Motor Showroom

| BUSINESS REVIEW

R.E.L Concept - Rooftop Parking
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b) Pearl Marina Project

In addition, during the year, Centum through its Ugandan
subsidiary, Pearl Marina Estates Ltd (PMEL] obtained master
plan approval from Wakiso Council and was issued with
investment certificate from Uganda Investment Authority for
the development of 300 acres of land located in Garuga on the
Lake Victoria waterfront in Entebbe, Uganda.

Development Vision

The vision of Pearl Marina is to develop a premium integrated
world-class waterfront destination address, recognized as the
number one tourism destination in East Africa and beyond will
e Attract a diverse group of visitors and residents
e Optimize spend in the commercial and
developments
e  Serve different needs to diverse groups of people
e Optimize and build value from the unique island - lake
setting by creating an environment of high quality

leisure

The site’'s more than two kilometers of lake frontage is ideal
for water -related commercial, leisure and entertainment
facilities such as marinas, restaurants, beaches, retail outlets,
amphitheatres and fish market.

The development will be constructed in an environmentally
sustainable manner and will protect and preserve the flora
fauna and the unique physical features including water
resources and the riparian reserve.

Development Phasing

The Intermediate goal of Centum is to profitably open up the
site and increase value of the residual land by providing the
following facilities in the following order on Phase One;

i) Eco-Estate - is an exclusive and luxurious residential estate
offering
o 49 signature villas, state of the art, green homes with
stunning views over Lake Victoria.
o Each home:
e has its own infinity swimming pool and out-door
dining area.
e s located within discreet and exclusive sub-clusters
with landscaped gardens and terraces.
o  An exclusive guest/club house providing meeting rooms
and a business centre, fine dining, convenient store, a
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coffee shop, sales and marketing office, and management
office

o A wide range of activities including sports, yachting, spa,
tennis, cycling, tennis, swimming, fishing, basket ball,
mini-soccer and kids play areas

o Nature trails through the over 320 acre estate and bird
watching

o High quality, reliable and sustainable infrastructure within
a secure walk able environment

ii) Resort, Hotel, Apartments, school & Hospital
Development of high quality resort facility that will include but
not limited to;

e 3/5star hotel brand

e  Private Square for private functions such as weddings.

e Conference facilities

e Swimming pool & Spa

The resort will be operated by an international brand hotel
operator and will leverage on the proximity of the site to the
airport to target business travelers, conferences and leisure
tourist

The apartments will be offered for sale to investors and
managed by the resort operator.

iii) Retail Facility: a shopping area providing Main Street retail
for residential and visitors. This area shall have restaurants,
coffee shops, night club, pubs, convenience store, sports shop,
pharmacy, a bank, ATM’s, a gym, laundry, media, book store,
travel agency, craft shop, and grocery.

iv) Hospital: Pearl Marina will have a specialized hospital
affiliated to a recognized private hospital within East African
region. The site’s proximity to the airport and Kampala make it
a good location for the medical facility.

v) School: Pearl Marina will have an International Boarding
and Day School. The school will also promote the profile of
Pearl Marina across the region and help establish its status
as a regional destination. The school will have various sports
facilities that will be shared by the residents and visitors.

vi) Office Space: set in a office park environment this will
contribute to maximization of synergies of other mixed uses like
retail, hotels, serviced apartments and leisure and thus help in
opening up the development as a commercial destination.



vii) Marina: the development will take advantage of the water
frontage to develop a marina that will provide a variety of water
activities that will provide unique experience to residents and
visitors. It will have a jetty for fishing, jet skiing, fish market,
boat launching and berthing facilities.

viii) Sporting & Recreational Activities - A wide range of
activities including kids club, fitness centre, spa, tennis,
cycling, tennis, swimming, fishing, basket ball, mini-soccer,
and bird watching .

ix) Ferry/ boat service: A boat and ferry service is planned that

will provide alternative connection between:

a. Entebbe and Pearl Marina, which is 10 km by water and

b. Between Port Bell (near kampala) and Peal Marina, which
is 26 km by water.

The objective is to reduce commuter time, enhance the quality
of the experience and promote convenience

| BUSINESS REVIEW

Milestones on Pearl Marina Development

1. Master plan has been approved

Market survey undertaken and completed

3. Investment Licence has beenissued by Uganda Investment
Authority

4. Designis ongoing

5. Preparation of information memorandums and
discussions with potential investors is ongoing.

N

We expect to obtain all the necessary approvals for this project
in this financial year and also sign on some of the key partners.
Ground breaking for the eco-estate is set for Q2 2014

Phase 1 Development: Product Offering

Hotel resort Concept
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Beach Concept
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Luxury Apartment Concept
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Development and Financing Strategy

Our strategy on real estate is consistent with our vision to be
Africa’s foremost investment channel. Both the Two Rivers
project and Pearl Marina present an exciting opportunity for
local and international investors to partner with us in the
creation of world-class destinations. The financing strategy is
to partner with investors at an individual project level

The entire project shall therefore have different sub-projects
with different investors. The different sub-projects will be ring
fenced by creating sub-leases, which will then be held by the
different project companies. The leases will have attached to
them a development code that will regulate the construction
and post construction management protocols. Our objective
is to convert the land into viable investment projects and swap
interest in the land, infrastructure and all the value created so
far into an equity participation in the individual projects.

Performance
7,000
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3,000
2,000
1,000

Beg. Portfolio  Additions  Realised gains  Unrealized Disposals  End Portfolio

gains

Valuation

In arriving at our valuation, the professional valuers have
considered the current market conditions, the current user of
the property in relation to the others in the neighborhood and

the prevailing economic conditions.

Themostappropriateapproachtovalueisthe DirectComparison
Approach (Comparable Sales Method). This method involves
comparison of the property to be valued (professionally
referred to as 'the subject property’] with transactions of
similar properties. Comparisons can be made in many forms
including straight comparison, or analysis on a rate per area
basis (such as rate per square metre (p.m.), per acre or
rate per hectare of land]. Recent sales in the areas that are
deemed similar in important respects to the subject property
being valued are analyzed. The sales price and the physical,
functional and location attributes of each of the properties are
compared to the property under consideration to arrive at an
estimate of value. After the analysis of the differences between
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the subject property and the comparable properties that sold,
a market value for the subject property is then determined.

Our Real Estate Development Approach

To meet our strategic objectives in Real Estate (RE) division,
our focus is on activities that will generate high value both for
investors and end users.

(i) For investors we are creating a permanent investment
grade vehicle for real estate investments that will generate
income and capital appreciation over the long term. To
match our investment horizon, therefore, we are focusing
on sustainable developments that will still be relevant
for a long time after completion. An additional benefit
for investors is that the store of value for Centum’s RE
investments will be easily tradable financial instruments
(e.g. through REITS) providing a more efficient exit as
opposed to discrete land or property sales which are highly
regulated, costly to effect and take longer to complete.

Further, to support capital appreciation, Centum’s large
scale developments will be phased to fully capitalize on
the value created by each phase of development and also
be responsive to market needs.

Finally, from an investor’s perspective, given that today,
the world’s most successful real estate brands are also
the world’s most valuable properties, Centum’s focus
on creating an emotional connection with end-users
will serve to further enhance the value created by our
developments.

(i) For end users, Centum will be providing developments
that are managed both during implementation and post
completion. In addition, Centum, as financial sponsor, will
be the Lead Developer thus setting the tone for the entire
development. By putting our development capital at risk
and applying international development standards, end
users are assured that the quality of the developments
will be to the highest international standards. For those
end-users who invest directly in some of the properties,
our approach will assure both conservation and growth in
the value of their investment.

In summary, then, our key business focus in FY2013/2014 for
the two projects will be to:

(il Complete construction of phase 1 infrastructure

(i) Break ground for the construction of the mall

(iii) Roll out 137,000 sq.m of bulk to 3rd party investors

(iv) Close on funding for other development components.
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Secretary

Risk Management and Internal Controls
Introduction

Centum Investment Company has a risk management
framework which provides a structured and consistent
process for identifying, assessing and responding to risks in
relation to the company’s strategy and business objectives.
Risk management is the process of avoiding unacceptable
losses, namely those losses that are not planned for. Risk
Management does not mean risk avoidance, but rather is the
process of extracting optimum reward from an acceptable risk
exposure whilst minimizing cost.

Ourinvestingactivities expose ustoavariety of risks. Investment
and operational risks are an inevitable consequence of being in
business. Investing activities involve the analysis, evaluation,
acceptance and management of a combination of risks. Our
aim is to achieve an appropriate balance between risk and
return and minimize potential adverse effects to our business.

The Board, save for the Managing Director is composed of
entirely non-executive directors and has the independent
investment committee function for Centum to approve all
investment related decisions. The Board is charged with
the responsibility for implementing and maintaining a risk
management strategy governing Centum’s investment function
and related processes.
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In addition, a formalized risk management framework serves
as a reference tool for management to understand the Board’s
requirements and how their own activities relate to the entire
operation. Sound policies ensure that transactions are executed
in accordance with the terms of the Board’s authorization and
that management actions are consistent at all times.

The Board is ultimately responsible for any financial loss or
reduction in shareholder value. It is therefore responsible for
recognizing all risks to which Centum is exposed and ensuring
that the requisite culture, practices, policies and systems are in
place. To achieve this, the Board has closely defined the duties
and responsibilities of the significant structural elements of
Centum’ risk management systems and processes on the one
hand, and risk monitoring on the other.

The management team is responsible for implementing risk
management policies that are set by our Board of Directors.
The risk management framework is designed to provide
reasonable but not absolute assurance of achieving our
business objectives. Our Corporate Risk Management Manual
describes the methodology to be followed to manage all
enterprise risks.

We have a variety of processes for obtaining assurance on the

adequacy of risk management and internal controls. These

include

i) A structured process to identify and review risks to
achieving our corporate objectives;

i) A risk based audit of the company’s operations and
systems;

iii) An outsourced internal audit function;

iv] A business control incident reporting and provisioning
process; and

v]  An ethics and compliance program.

These established mechanisms allow the Board, through its
Audit and Risk Committee, to regularly consider the overall
effectiveness of the risk management systems.

Our financial risk exposures have been reported in line with
IFRS 7 standard which provides a qualitative and quantitative
way of disclosing financial risk. (See note 2 & 3 on page103 to
113).



Risk Management Framework
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Risk Strategy
and Objectives

e Capital allocation
¢ Business strategy and financial plans
e Perfomance measures

e Risk identification and assessment
¢ Risk aggregation
e Risk ranking

External communication and
stakeholder relationships

e Investors
¢ Shareholders
¢ Debt funders

e Government
¢ Regulators
e Clients

Governance and organisational
structure and policies

e Clear accountability and risk responsibility
¢ Head of Risk and Compliance Officer
e Risk policies

Ongoing risk assessment, business

performance, capital management

The Risk Management Framework (RMF] contains or

references to the following risk management elements:

¢ Risk management strategy and objectives

e Responsibilities and delegations of authority

e Committees responsible for the oversight and monitoring
of risk

¢ Risk management and control policies

e Business continuity including the Disaster Recovery Plan.

The individual components of the RMF are tailored for the
requirements of each business function, and are directed
towards each key step in Centum’s risk management cycle.

Risk Strategy, Objectives and Appetite

In determining Centum’s risk philosophy, performance and risk
objectives have been established for each business function as
part of the business planning process. The business planning
process is conducted annually by end of the financial year,
setting out strategic priorities and considerations for the next
financial year in line with our strategy.

Thisbusiness planning processis managed contemporaneously
with the annual budgeting exercise, ensuring that operational
and financial goals are appropriately aligned and subjected to
rigorous scrutiny, reasonability testing and scenario analysis.

As part of the risk strategy and business planning process,

determination is made of:

e (Capital to be placed at risk as a result of investment
activities

e Responsibility for the active management of financial risk
arising from each investment

e Policies regarding the extent of risk exposures which may
be assumed

e  Policies regarding the instruments that may be used

Individual objectives for each investment are defined, including
where relevant:

e Funding

e Investment

The Board has established a set of risk limits to control the
extent of risk exposures arising from investment activities.
The nature of the risk exposures is adequately understood and
policies considered appropriate given the expertise of Centum
Staff and the extent of other risk exposures.

Risk Register

The risk management requirements and relevant investment
and accounting processes and activities are assessed to
determine their materiality and risk to the operation. This is
achieved through the Risk Register, which is submitted to the
Audit and Risk Committee

Centum Investment Company Limited
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The Risk Register is compiled by the Company to address

the following key components of the RMF (and the risk

management cycle):

e Risk/event identification classified according to key risk
areas for

e Risk assessment (involving the quantification of a severity
rating that is mapped to a probability rating to determine

the inherent risk rating for the risk identified)

Risk response through mitigating factors and controls

Control activities (involving the assessment of the

effectiveness of identified controls and mitigating factors,

resulting in the quantification of the residual risk exposure)

e Information and communication (including the
identification of the risk owner)

Monitoring:

e Regular investment reporting

e Compliance function reviews

e Internal and external audit reviews

Reporting:
e To Board, Audit and Risk
Committee, regulators, investors

Risk Management tools

\ Centum Risk

Risk exposures
identified according
to the framework:

Business model risks

e Independence (segregation) of key Management IS:fcakeh.ollde'rlzisks
steps inancial risks
e Internal control framework Cycle Legal and regulatory risks

Risk limits and delegation of
authority framework

Independent evaluation

Policy and procedure framework

System and process documentation

Security and access controls
(physical and logical)

e Disaster Recovery Plan and
Business Continuity Plan

regate

S Compliance risks

Taxation risks
Investment asset risks

\

Governance and Organisational Structure And Policies
The Board of Directors

Sets the tone and influences the risk management culture

within the Company and approves major decisions affecting

the company’s investment portfolio and its risk profile. The
board (through the whole board or its committees) plays their
role in risk governance as follows:

e The Board has the independent investment committee
function for Centum and has the final say on all investment
related decisions.

e The Board retains the duty to annually report to the
general meeting on operations and financial performance
of Centum.
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e The Board is specifically responsible for approving
Centum’s investment strategy and setting the acceptable
level of risk together with key policies.

e In addition, it ensures that its obligations towards its
stakeholders are understood and met, reporting to
stakeholders on how it has fulfilled its responsibilities

The audit and risk committee

This is a committee of the board that has been given the task
of reviewing the company’s approach to risk management and
advise the board on the effectiveness of policies and procedures
for risk management. Other roles of the risk management
committee include:

e providing satisfaction to the Board that adequate and

Macro-environment risks



appropriate financial and operating controls are in place;
e ensuring compliance with appropriate standards of
governance, reporting and other regulations;
e reviewing and approving internal audit,
compliance policies, reports and findings;
e ensuring that significant business, financial and other
risks have been identified and are being managed; and
e reviewing and recommending to the Board the adoption of
the interim and annual financial statements.

risk and

Investment commitee

e Oversight over the implementation of the investment
strategy.

Outsourced Internal Audit

Centum Investments Limited has outsourced its internal audit
function. Internal audit ensures that there is an independent
reviewer in the risk management framework who can give
an independent view of the risk management status of the
company. Some of the roles of the internal audit function in
risk management include:

Risk Categories

| GOVERNANCE AND RISK

¢ Reviewing risk management processes and ensuring they
are adequate and there is compliance.

e Reviewing the internal controls put in place.

e Reviewing any exposures identified and testing their
adequacy.

Management

The role of management is to implement the Board's risk

management policy through identification of the key risks

affecting Centum and coming up with the mitigating strategies
to minimize the likelihood of losses while increasing that of
gains.

e Assists the audit and risk committee in ensuring that
internal processes and procedures are adequate and
complied with.

e Identifies strategies to manage such risks, including
identification of appropriate risk owners, and monitors the
satisfactory operation of the risk management strategy;

e Communicates the company risk management policy
and risk related information to all staff, subsidiary
organizations and external partners.

Financial
statements

@ Pg 98 -154

Financial Risk
disclosures

Eﬂ Pg 117-125

. Concentration risk

o Exchange rate fluctuations

e Adverse change in the Political
Economic, social factors
Economic outlook

Brief Description Further Risk Mitigation
Information
Strategic Arises from the design & Financial Managed through periodic strategy reviews, involvement of board
risks implementation of our business statements committees in strategic decisions and disciplined management of
model and out of the key decisions key projects
made in relation to investment & Eﬂ Pg 98 -154
capital allocation.
Investment These are risks that arise from : CEOQ’s statement o Investment activities:
Risks o Underperformance by Eﬂ Pg 30-43 e Areimplemented under a tested investment approach;
investee companies 3 Include a thorough due diligence and analytical

assessments are completed by the Investment Team on
all investments considered by the Board
. Centum officers represent the Centum investment on
investee company boards
. We only invest in investments where we have deep
knowledge of investee company operations
e We ensure there is continual interaction with investee
executives.
. Diversification is one of the key themes of our 2009-2014
strategy
. Company is able to attract and develop investment
professionals.
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Brief Description Further Risk Mitigation
Information

Liquidity/ e  Risk that the company Financial risk Managed through innovative capital raising strategies at corporate

Funding will miss out on attractive disclosures level, supported by targeted financing at project and business line

e to ek of Tundng: oo Y| g parir1zs = Rvailabie credit facilites;

. Risk that the company e Available for sale investments that can be quickly converted
will experience difficulties to cash;
in meeting its financial e Asset matching for known/expected liabilities.
commitments.

Operational | Risks that arise from failed internal | Corporate . Independent and specialized internal audit function;

Risks %ﬂntro!s, feéaple and systems. g;)vternamt?e o épproved ?(pefr%tional ;l)rocedures;

ese include: statemen o ramework of Core values;
. Failure to meet ethical and Eﬂ Pg 84 -93 e Acode of conduct.
governance principles; ¢ Management of this risk is embedded in all business
e Information technology Financial risk processes and decisions and is part of performance targets
failures; disclosures for all staff.
. Fraud and Security breaches. Pq 117-125 o Management and the board continue to develop a pool and to
. Loss of key employees L?lg E seek innovative ways to find and retain skilled staff. A good
example is the graduate recruitment program that has been
launched.

External Centum acknowledges existence Chairman’s & e Diversified investment portfolio;

Risks and accepts the following external e  Tested investment approach;
risks: Iﬁ Pg 14-27 e  Insurance;

e  Changes in economic and e Business continuity planning;
political environment; CEOQ’s statement . Best practice business operations.
. Changes in legislation,
taxation, regulation; Eﬂ Pg 30-43
. Changes in policies and trends
on expropriation of property,
trade sanctions, social
impacts, repatriation of funds
etc;
. Competitive rivalry;
o Natural Disasters.

Legal risks This is the risk that Centum’s CEOQ’s statement As part of portfolio management, we seek the opinions of the legal
business may be adversely Iﬁ Pg 30 -43 experts at our disposal to ensure that we are aware of all the
affected by: foreseeable legal implications
e New laws / regulations Financial

affecting our core business statements
. Ongoing litigation against Eﬂ Pg 98 -154
Centum, its subsidiaries or
associates Financial Risk
disclosures
E@] Pg 117-125

Reputation This is a risk that arises once Corporate The board and the management constantly monitor and address

risk Centum is adversely mentioned. governance issues that can adversely impact Centum’s reputation as well as

statement other facets of the business that have an impact on reputation
@ Pg 84 -93

Financial risk

disclosures

@ Pg 117-125

182 |
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CORPORATE GOVERNANCE

The Board and Management of Centum Investment Company
Limited (Centum] aims to comply with established best
practice in the field of corporate governance. At the heart of
Centum’s core values is integrity which dictates the adherence
to a strict ethical code in how we approach our work, business
relationships, decisions and actions.

Principal Activity

Centum’svision and mission are premised on Africa’s economic
renaissance. Centum’s vision is to become Africa’s foremost
investment channel creating real wealth for investors by
providing a trusted and secure means through which they can
access and build extraordinary enterprises in Africa.

Centum is the largest listed investment company in the East
African region and together with its subsidiaries is engaged in
the business of investment across private equity, real estate
and infrastructure and quoted private equity asset classes.
Centum is listed on both the Nairobi Securities Exchange(NSE)
and Uganda Securities Exchange (USE].

Group Structure

The holding company of the Group is Centum which is
incorporated and domiciled in Kenya. The use of subsidiaries
(special purposes vehicles) is necessary to allow for flexibility
in structuring of transactions, financing and risk management
particularly of contagion. The principal activities of the
subsidiaries are disclosed in note 18 of the financial statements.

During the year the Board reorganised the Group to enable
it manage third party funds across the three asset classes
and agreed on the governance control framework between
the Group and its subsidiary boards. The governance control
framework is underpinned by policy statements, written
procedures and control manuals.

Qutside Directorships

To ensure that Centum is able to influence key decisions and
create value, Centum takes either an outright controlling
interest or a minority stake with significant governance rights.
Centum has a policy to replicate the Centum Board Composition
in the wholly owned subsidiaries with the discretion to invite
additional or reduce the directors to provide the required
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expertise depending on the business. For Associates, Centum
is the director and appoints Management to serve on its behalf
in a representative capacity on the Board of the associates

Going Concern

The Directors confirm that they are satisfied that the Group has
adequate resources to continue in business for the foreseeable
future and for this reason continue to adopt the going concern
basis when preparing the financial statements.

Board Responsiblilities

The Board of Directors (“Board”) is the focal point for the
observance of corporate governance and provides effective
leader-ship to the Group based on an ethical foundation.
The Board recognises that it is ultimately responsible and
accountable for the performance and affairs of the Group. The
Board ensures that all deliberations, decisions and actions
are based on the foundations of good governance being
responsibility, accountability, fairness and transparency.

In addition the Board appreciates that strategy, risk,
performance and sustainability are inseparable. The Group
has in place a robust corporate governance framework with
particular emphasis on risk management and internal controls.
The Board's aim is to achieve an appropriate balance between
risk and return to ensure not only superior performance but
also sustainability. Like any other company incorporated
under the Companies Act, the principal governance organs
comprise the Board of Directors, Management and the body of
shareholders in general meetings.

The Board Charter sets out the Boards responsibilities which
can be briefly summarised below:

The Governance of Strategy

The Board has continuously directed the implementation of the
FY 2009-2014 strategy and operations to build a sustainable
business. The Board has been very focussed on strategy
and delivering consistent and measurable improvements in
shareholder returns. The success of this strategy is highlighted
on page 152 and page 14 to 23. In its deliberations the Board
considers the short- and long-term impacts of the strategy
on the economy, society and the environment, ensures that
business is conducted ethically.



The Board has put in place sufficient internal controls to satisfy
itself that strategy and business plans are not encumbered by
risk that have not been thoroughly examined by Management.
The investment process is rigorous to ensure all investment
decisions are sound. The Investment Process is an inclusive
process designed to ensure that the Group’s capital is
deployed in a manner that guarantees the best returns to our
shareholders. The investment process has been specifically
approved by the Board and detailed in the Investment Manual.
All prospective transactions are screened through criteria
designed to ensure a fit with the investment strategy. If
considered prima facie suitable, a preliminary investment
appraisal is undertaken to determine their economic viability.
If the investment case is compelling, Management then
prepares a proposal to the Investment Committee for approval
to undertake financial and legal due diligence. A final report
including the due diligence findings is then tabled to the
Investment Committee which makes a recommendation to the
Board. The ultimate decision on an investment rests with the
Board.

The Governance of Risk

The Board takes responsibility for risk governance and has
approved a policy and plan for a system and process of risk
management which is highlighted on page 78t082. The Board is
confident of the effectiveness of the system and process of risk
management detailed in the Risk Manual which is necessary
to provide assurance to the users of the annual report. The
Board’s decision making process monitors that risks taken are
within the tolerance and appetite levels.

The Board regularly reviews the implementation of the risk
management plan through quarterly reports received from the
Audit and Risk Committee.

Management’s Responsibility for Risk Management:
Assessment, Response, Monitoring and Assurance

Management has the delegated responsibility to design,
implement and monitor the risk management plan.
Management is accountable for integrating risk in the day-
to-day activities of the company and have access and interact
regularly on strategic matters with the Board, Audit and Risk
Committee and Investment Committee. Management has
implemented a mechanism to ensure that a framework and
processes are in place to anticipate unpredictable risks.

| GOVERNANCE AND RISK

Managementconductsasystematicand formalriskassessment
annually following which a Risk Register is prepared. The risks
are quantified where practicable, prioritised and ranked to
focus responses and interventions. Management regularly
reports to the Board on the risk response provided.

The Governance of Reporting

The Board has implemented an effective organisational and
reporting structure to ensure there are clear reporting lines
within the Group and well defined roles and responsibilities.
This is to ensure that the right decisions are being made with
involvement from the right people. The Board also interviews
senior management appointments and has approved a group
organisational structure with defined level of materiality and
approve a delegation of authority framework.

The Board has implemented controls to enable it to verify
and safeguard the integrity of its information in the annual
report. The annual report is prepared every year and conveys
adequate information regarding the company’s financial and
sustainability performance and focus on substance over form.
Sustainability reporting and disclosure is integrated with the
company’s financial reporting.

Governance of Information Technology

The Board assumes the responsibility for the governance of
Information Technology (IT) and ensures that this is a regular
board agenda. The Board has established and implemented
an IT Charter which promotes an ethical IT governance
culture and awareness. Management has implemented steps
to ensure that the Group has adequate business resilience
arrangements in place for disaster recovery and information
assets are managed effectively.

Board of Directors Structure
Board Composition

The Group maintains a unitary Board structure. The current
Board of Centum includes one Executive Director and eight
Non-Executive Directors, four of whom are Independent
directors who comprise more than one third of the Board.
The Board regularly considers whether its size, diversity and
demographics make it effective. The Board have in place a
succession plan for the role of the Chairman, CEO and other
senior executives and officers is in place.

Centum Investment Company Limited
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Independence of Directors

The Board save for the Managing Director are all non executive
directors. These non - executive directors are all independent
save for The Chairman of the Board who is not independent
by virtue of his previous role as Managing Director of UAP
Holdings Limited. The Chairman does not hold any other
chairmanship position in a listed company.

Division of Responsibilities

The roles of Chairman and Managing Director/Chief Executive
Officer are separate. The Chairman leads the Board in agreeing
on strategy, monitoring operational and financial performance
and establishing the Group’s risk appetite. The Chairman
facilitates effective contribution of non executive directors and
constructive relations between the Executive Director and non
executive Directors.

The Managing Director/Chief Executive Officer has the direct
charge of day to day business of the Group and is accountable
to the Board for the financial and operational performance of
the group. The and establish a framework for the delegation
of authority.

The non executive directors constructively challenge and
help develop proposals on strategy, review the performance
of management in meeting the agreed objectives and monitor
the reporting of performance. They seek assurance on the
integrity of the financial information that the financial controls
and systems of risk management are robust and defensible.

Board Structure

The complementary roles of and responsibilities for Group
boards are formally documented in the respective Board
Charters. The Centum Board focuses on material issues
which impact on shareholder value creation and the long term
sustainable growth of the business.

The implementation and adoption of policies, processes or
procedures of the holding company is considered and approved
by each of the subsidiary company.

Outside Directorships

To ensure that Centum is able to influence key decisions and
create value, Centum takes either an outright controlling
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interest or a minority stake with significant governance rights.
The use of subsidiaries (special purposes vehicles) is
necessary to allow for flexibility in structuring of transactions,
financing and risk management particularly of contagion.
The subsidiaries are disclosed in note 18 to the financial
statements.

A governance framework is agreed between the Group and its
subsidiary boards. Centum has a policy to replicate the Centum
Board Composition in the wholly owned subsidiaries with the
discretion to invite additional or reduce the directors to provide
the required expertise depending on the business.

For Associates, Centum is the director and respects the
fiduciary duties of the director serving in a representative
capacity on the Board of the associates.

Board Appointments

In determining structure of the Board, the Group was minded
of the nature, size, diversity and demographics, complexity of
the business and the requisite mix of skills and competencies.
Directors are appointed by the Board in a formal and
transparent manner.

The Nomination and Governance Committee considers
suitable candidates and nominates persons for appointment
as directors to the Board. The suitability of candidates is
dependent on skills, business experience and qualifications.
Gender diversity is also considered in appointing new directors.

Resignations by serving directors are not disclosed in the
Annual Report together with the details and circumstances
necessitating the resignation.

Directors Rotation

At least one third of the non-executive directors should retire
by rotation at the Annual General Meeting of shareholders.
Retiring directors may offer themselves for re-election
Removal of Directors

The Board has the power to fill in a casual vacancy and any

such appointment is subjected to election by shareholders at
the Annual General Meeting.



Board Committees

The Board has delegated certain functions to committees with
approved formal terms of reference which are reviewed yearly
without abdicating its ultimate responsibility. The terms of
reference clearly identify matters reserved for the Board and
Committees for decisions.

The membership and Chairmanship of these Committees is
regularly reviewed by the Board who are responsible for filling
anyvacancies. The Boardis cognizantthat members collectively
have sufficient qualifications and experience to fulfil the duties
of the respective Committee. The elected Chairman appraises
the full Board of their activities on a quarterly basis through
oral and/or written reports. The Chairman of the committees
participates in setting and agreeing the Agenda for meetings.

Audit and Risk Committee

e Membership

The Audit and Risk Committee (ARC) consists of four non-
executive directors, the majority of whom qualify are
independent non-executive directors. The Managing Director,
the Finance Manager and the lead audit partner in charge of
the internal and external audit are in attendance at meetings.
The Chairman of the Audit and Risk Committee is independent.
The Chairman of the audit committee is present at the AGM.

e Mandate

The role of the ARC is to assist the Board in discharging its
duties relating to the safeguarding of assets, the operation of
adequate systems, control processes and the preparations of
accurate financial statements in compliance with all applicable
legal requirements and accounting standards.

e Activity

During the year the ARC met 5 times provided oversight over
the following:

Annual Report: Assessed all factors and risks that may impact
on the integrity of the annual report. Review and comment on
the financial statements and disclosure of sustainability issues
in the annual report to ensure that it is reliable.

External Assurance Provider: Nominated the external auditor
for appointment and approved the terms of engagement and
remuneration for the external audit engagement; monitored
and reported on the independence of the external auditor;
approved the policy for non-audit services provided by the
external auditor and the contracts for non-audit services and
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reviewed the quality and effectiveness of the external audit
process.

Interim and Final Results: Considered the interim and final
results and recommended to the Board for approval. Review
the content of the summarised information that is published
in the media.

Risk Management: Reviewed the risk management policy
and plan and monitor the risk management process and are
assured that there are processes in place enabling complete,
timely, relevant, accurate and accessible risk disclosure to
stakeholders.

Information Technology: Received independent assurance on
the effectiveness of the IT internal controls and aligned with
strategy.

Disaster Recovery: Reviewed the adequacy of the business
resilience arrangements in place for disaster recovery.

Nomination and Governance Committee

e Membership
The Nomination and Governance Committee (NGC) consists of
five directors who are all non-executive directors.

e Mandate

The role of the NGC is to develop and implement policies with
respect to both the strategic priorities of the Board and human
resources on matters of governance.

e Activity

During the year the NGC met three times and considered
the human resource strategic priorities to ensure the Group
delivers to promise. The NGC also approved the recruitment
of new members to the team and made recommendations on
review of the performance management system.

Investment Committee

e Membership

The Investment Committee (IC) is made up of six directors and
includes the executive director in addition to non-executive
directors.

e Mandate
The key role of the IC is to provide leadership in the

achievement of attractive returns on the Group’s investment
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and clear guidelines on investment policies that a consistent
and structured, research-based and risk sensitive approach
to value investing. The IC exercises oversight on the
implementation of the investment strategy and policy of the
Group.

e Activity

During the year the IC met two times and regularly monitored
the Group’s performance of recent investments against budget
and strategic objectives. This included the review of the overall
portfolio to monitor exposure on sectors, asset class and
geography. They recommended the approval of acquisitions of
Platcorp Holdings to the Board.

Directors Participation at Meetings

Branding Committee

e Membership

The Branding Committee (BC) comprises of four members
comprising of one executive and three non-executive directors.

e Mandate

The role of the BC is to oversee the development of the brand
of the Group ensuring consistency with the group’s strategic
direction necessary for creating tangible wealth.

e Activity

During the year the BC reviewed the alignment of the brand
with the group’s strategic direction and values. Directors
Participation in Meetings

The table below shows the attendance at Centum meetings during the year ended 31 March 2013:

No. | Name Role Board of Audit Nomination Investment | Branding

Directors and Risk & Gov- Committee | Committee

(BOD) Committee | ernance (1c) (BC)

(ARC) Committee
(NGC)

1 James Ngatia Muguiyi Chairman of the BOD 4[5 - 3/3 - -
2 James Mwirigi Mworia CEO 5/5 - - 2/2 mn
3 Peter Kimurwa Chairman of NGC 3/5 - 3/3 2/2 -
4 Margaret Martha Byama Member 4/5 4/5 3/3 - -
5 Christopher John Kirubi Chairman of IC 4/5 - 3/3 2/2 11
6 Henry Chege Njoroge Chairman of BC 4/5 3/5 - - 1/1
7 Imtiaz Khan Chairman of ARC 4[5 5/5 - 2/2 -
8 Robert Kenneth Bunyi Member 5/5 5/5 - 1/2 -
9 Maina Mwangi Member 3/5 - 2/3 2/2 11

Directors Actions

e  Conflict of Interest

The Board must act in the best interests of the company
and directors should disclose to the Chairman any real or a
perceived conflict is which are noted in the Conflict of Interests
Register.

e Independent Professional Advice
The Directors or the Board or Committees are permitted to
take independent professional advice in connection with their
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duties at the cost of the company with respect to company
affairs subject to the laid down procedures on procurement of
services.

e Related Party Transactions

The Group defines a related party transaction broadly and
includes where there is a relationship either by shareholding
or directorship that can result in the exercise of control. The
table below discloses Centum’s common shareholding with its
directors:
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Centum and Directors Aon Kenya Insurance General Motors Kenya Wine Almasi Beverages | UAP Holdings Limited
Brokers Limited | East Africa Limited | Agencies Limited Limited

Centum 21.5% 17.8% 26.6% 43.19% 13.75%

ICDC 20.0% 20.0% 72.7% 35.2% -

C. J. Kirubi - - - - 9.58%

J N Muguiyi - - - - 5.97%

All transactions with related parties by virtue of common shareholding, directorships and employment are carried out at arm’s
length and are disclosed on note 32. The directors do not own any shares in subsidiaries. The directors’ interest in Centum is noted
below:

Management and Business Review

No. Name Role FY 2012/13 FY 2011/12
No of % No of %
Shares Holding Shares Holding
1 James Ngatia Muguiyi CEO 346,096 0.05% 346,096 0.05%
2 James Mwirigi Mworia Chairman 324,294 0.05% 124,294 0.02%
3 Industrial and Commercial Development Director 152,847,897 22.97% 156,457,997 23.51%

Corporation (ICDC)
4 Peter Mwandani Kimurwa Alternate to - - - -
ICDC
5 Permanent Secretary Ministry of Trade (PS) Director - - - -
6 Margaret Martha Byama Alternate to - - - -
the PS

7 Christopher John Kirubi Director 122,984,106 18.48% 115,507,826 17.36%
8 Henry Chege Njoroge Director 110,028 0.02% 110,028 0.02%
9 Imtiaz Khan Director - - -
10 Robert Kenneth Bunyi Director 242 0.00% 242 -
I Maina Mwangi Director - - - -
Shares held by Directors 276,612,663 41.57% 272,546,483 40.96%
Other Shareholders 388,829,051 58.43% 392,895,231 59.04%
Total Issued Shares 665,441,714 100.00% 665,441,714 100.00%
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Director Induction and Development

Newly appointed directors participate in an induction
programme managed by the Chairman, Chief Executive Officer
and Company Secretary. The programme is tailored to the
needs of each director based on their qualifications, knowledge
and experience. The programme besides providing orientation
regarding the Group’s orientation forwarding the Group’s
business also provides awareness for relevant policies such
as disclosure of conflict of interest and obligation to declare
interests, the insider trading policy and code of ethics and
business Conduct.

Ongoing director development is wundertaken through
attendance by directors at appropriate external measures
and workshops and periodic technical updates on legislative
changes by the Company Secretary.

Company Secretary

The Company Secretary provides guidance to the Board on the
duties of the directors and good governance, ensures Board
and Committee charters are kept up to date, prepares and
circulate board papers, elicit responses, input, feedback for
board and Board Committee meetings, assist in drafting yearly
board work plans and ensure preparation and circulation of
minutes of board and committee meetings.

Board Evaluation

The evaluation of the board, its committees and the individual
directors is performed carried out regularly. The Board
determines its own role, functions, duties and performance
criteria as well as that for directors on the Board and Board
committees to serve as a benchmark for the performance
The Chairman’s ability to add value and his performance
against what is expected of his role and function is assessed
annually. The role and function of the CEO is formalised and
the performance of the CEO is evaluated against agreed
predetermined performance goals

The results of performance evaluations are used to identify
training needs for directors.

Remuneration of Directors

The Board remunerates directors and executives fairly and
responsibly which are aligned with the strategy of the company
and linked to individual performance. The Shareholders
at every Annual General Meeting approve the director’s
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remuneration. The Non-executive Director fees comprise a
base fee as well as an attendance fee per meeting.

The details on non executive directors remunerations
are available on note 7 (a), page 135 while for executive
remuneration is on note 32 (iii), page 152.

Compliance with Laws, Rules, Codes and Standards

Complianceisanethicalimperative. Compliancewithapplicable
laws is understood not only in terms of the obligations that they
create, but also for the rights and protection that they afford.

The Board through the guidance of the Company Secretary
ensures that the company’s complies with applicable laws
and considers adherence to non binding rules codes and
standards. Exceptions permitted in law, shortcomings and
proposed changes expected are handled ethically.

Code of Conduct

The Code of has outlined the ethical standards which the
Directors, Employees and other stakeholders who come into
contact with the company would adhere to when conducting
the affairs of the group.

The Board ensures that the company’s ethics are managed
effectively. Annually all directors, employees and other
stakeholders renew their written commitment to abide to the
Code of Conduct. The Company builds and sustains an ethical
corporate culture in the company through recognition of
ethical staff. The Company is looking into ways of measuring
ethical standards.

Insider Trading Policy

Centum complies with the rules of the relevant stock exchange
inrespect of insider trading. The Insider Trading policy provides
the guidelines in dealing in securities by directors, officers and
selected employees.

Open Period
The closed period runs thirty days after any public
announcement.

Closed Period
All the investor interaction during this time is limited to
discussions on publicly available information.



Shareholding Information

Shareholding Analysis by Holding:
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As at 2012/13 As at 2011/12
Number of Number of
shares shares

No. Name Holding % Holding %
1 Industrial and Commercial Corporation Development (ICDC)* 152,847,897 22.97% 156,457,997 23.51%
2  Christopher John Kirubi* 122,174,626 18.36% 115,507,826 17.36%
3 Kiruma International Ltd ** 32,102,282 4.82% 32,102,282 4.82%
4 CFC Stanbic Nominees Ltd A/C R 48701 and 48703 ** 36,737,182 5.52% 36,737,182 5.52%
5 Standard Chartered Nominees Limited A/C 9389 9,957,720 1.50% 0.00%
6  USE Shareholders * 9,900,000 1.49% 9,900,000 1.49%
7 CFC Stanbic Nominees Kenya Ltd A/C NR1030624 5,542,945 0.83% 4,942,945 0.74%
8 International House Ltd ** 5,394,237 0.81% 6,286,676 0.94%
9  Jubilee Insurance Company of Kenya Limited 5,222,190 0.78% 5,222,190 0.78%
10 John Kibunga Kimani 5,003,021 0.75% 4,472,521 0.67%

Top Ten Shareholders 384,882,100 57.84% 371,629,619 55.85%

Others 280,559,614 42.16% 293,812,095 44.15%

Total Issued Shares 665,441,714 100.00% 665,441,714 100.00%

Source - Custody and Registrars Limited, Company’s Registrar

* Director of Centum

** Company in which a Director of Centum has an interest

I A nominee account for UAP Holdings where Centum holds a 13.75% stake

~ A nominee account for shareholders on the Uganda Securities Exchange
Shareholder Analysis by Volume:

As at 2012/13 As at 2011/12

VOLUME SHARES % HOLDERS % SHARES % HOLDERS %
1-500 2,290,484 0.34% 11,503 31.01% 2,325,090 0.35% 11,108 29.64%
501-5,000 37,299,720 5.61% 18,298 49.32% 38,441,020 5.78% 18,860  50.36%
5,001- 10,000 23,767,582 3.57% 3,324 8.96% 24,237,841 3.64% 3,402 9.08%
10,001 - 100,000 89,084,819 13.39% .59 9.69% 91,504,172 13.75% 3,708 9.90%
100,001 - 1,000,000 88,691,781 13.33% 340 0.92% 88,730,145  13.33% 342 0.91%
>1,000,000 424,307,328 63.76% 37 0.10% 420,203,446  63.15% 39 0.10%
TOTALS 665,441,714 100% 37,097 100% 665,441,714 100% 37,454 100%
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Shareholder Analysis by Domicile:

Domicile fy 2012/13 fy 2011/12

Shares % Holders Shares % Holders
Foreign Institutions 15,870,991 2.39% 20 17,036,353 2.56% 22
Foreign Individuals 1,140,103 0.17% 146 1,289,806 0.19% 156
Local Institutions 326,514,725 49.07% 1,810 335,285,698 50.39% 1,947
Local Individuals 321,915,895 48.38% 35,121 311,829,857 46.86% 35,329
TOTAL 665,441,714 100.00% 37,097 665,441,714 100.00% 37,454

Internal Audit

The internal audit has adopted a risk based approach to its internal audit plan and is informed by the strategy and risks of the
Group. Internal audit is independent from Management. Internal audit is outsourced to ensure that its strategically positioned
to achieve its objectives. Internal audit provides a written assessment of the effectiveness of the company’s system of internal
controls and risk management over financial matters, but also operational, compliance and sustainability issues.

Internal audit is an objective provider of assurance that considers: the risks that may prevent or slow down the realisation of
strategic goals; whether controls are in place and functioning effectively to mitigate these; and the opportunities that will promote
the realisation of strategic goals that are identified, assessed and effectively managed by the company’s management team.

Governing Stakeholder Relationships

The Board appreciates that stakeholders’ perceptions affect a company’s reputation and ensures that its conduct and that of
Management aligns to the values and is adhered to in all aspects of its business and promotes the stakeholder inclusive approach
of governance. Transparent and effective communication with stakeholders is essential for building and maintaining their trust
and confidence.

Communication with Stakeholders

Complete, timely, relevant, accurate, honest and accessible information is provided by the Group to its stakeholders whilst having
regard to legal and strategic considerations. Communication with stakeholders is in clear and understandable language.

The Board ensures that all shareholders are treated equally with protections for minority shareholders. The Board encourages
shareholders to attend AGM’s through regular advertisement in both print and social media, circulation lists of the Nairobi Securities
Exchange and Uganda Securities Exchange, Centum’s website (www.centum.co.ke), twitter and blogs. This is supplemented by
Custody and Registrar’'s who is the point of contact for shareholders making enquiries on their holding. Through the Annual General
Meeting, the shareholders receive the auditor’s opinion on the true and fair view of the state of financial affairs of the group and
raise any issues of concern to the Board. Investor Presentations are live streamed.
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June 2005
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Award
Investment company of the year, Winner- M&A Award

Finance and Investment Category, 2nd Runners Up - COG Awards
Industrial, Commercial and Services, Winner - FiRE Awards
Overall Champions of Governance, 1st Runners Up - COG Awards
Finance and Investment Category, 2nd Runners Up - COG Awards
Industrial, Commercial and Services, 1st Runners Up - FiRE Awards
Overall Champions of Governance, 2nd Runners Up - COG Awards
Finance and Investment Category, 1st Runners Up - COG Awards
Industrial, Commercial and Services, Winner - FIRE Awards
Corporate Governance, 1st Runners Up - FIRE Awards

Industrial, Commercial and Services, 1st Runners Up - FIRE Awards
Listed Category, Winner - FiIRE Awards

Overall Winner, 1st Runners Up - FIRE Awards
Listed Category, 1st Runners Up - FiRE Awards
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| STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year that give a true and fair
view of the state of affairs of the Group and of the Company as at the end of the financial year and of the Group’s profit or loss. It
also requires the directors to ensure that the Company keeps proper accounting records that disclose, with reasonable accuracy,
the financial position of the Company. They are also responsible for safeguarding the assets of the Company.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting
policies supported by reasonable estimates, in conformity with International Financial Reporting Standards and the requirements
of the Kenyan 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 the Company and of the Group’s and the Company’s profit in accordance with International
Financial Reporting Standards. The directors further accept responsibility for the maintenance of accounting records that may be
relied upon in the preparation of financial statements, as well as designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement.

Nothing has come to the attention of the directors to indicate that the Company and its subsidiaries will not remain a going concern
for at least twelve months from the date of this statement.

/ZVV\‘Q'( -

Robert Bunyi James M Mworia
Director Managing Director

04 June 2013
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The directors submit their report together with the audited
financial statements for the year ended 31 March 2013, in
accordance with Section 157 of the Kenyan Companies Act,
which discloses the state of affairs of Centum Investment
Company Limited (the Company) and its subsidiaries (together,
the Group).

PRINCIPAL ACTIVITIES
The principal activity of the Group and its subsidiaries remains
that of engagement in investment activities.

IRIPOTI YA WAKURUGENZ|

Wakurugenzi wanawasilisha ripoti yao pamoja na taarifa ya
kifedha iliyokaguliwa kwa mwaka uliokwisha 31 machi 2013
kwa mujibu wa sehemu ya 157 ya sheria na kanuni za kampuni,
ambayo inabainisha hali ya kifedha ya kampuni ya Centum
Investment Company Limited (Kampuni) pamoja na mashirika
yake (Kwa pamoja yakiitwa Kundi ya Mashirika)

SHUGHULI
Shughuli maalum ya kampuni pamoja ma mashirika yake
inabakia kuwa uwekezaji wa rasilimali

RESULTS MATOKEO

For year ended 31 March 2013 2012 Mwaka uliokwisha 31 Machi 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000

Profit before taxation 3,247,973 1,366,675 Faida kabla ya kutozwa ushuru 3,247,973 1,366,675

Taxation (738,577) (177,270) Ushuru (738,577 ) (177,270)

Profit for the year transferred

to retained earnings 2,509,396 1,189,405 Faida iliyowekwa kama akiba 2,509,396 1,189,405

The results for the year are set out fully on pages 98 to 154 in
the attached financial statements.

DIVIDEND
Directors do not recommend the payment of a dividend (2012:
Nil).

DIRECTORS
Current members of the board are shown on page 10-11.

In accordance with Article 86 of the Articles of Association, Mr.
M. Mwangi and Permanent Secretary, Ministry of Trade retire
by rotation and being eligible, offer themselves for re-election.

AUDITORS

PricewaterhouseCoopers having expressed their willingness,
continue in office in accordance with the provisions of section
159 (2] of the Companies Act (Cap 486).

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of
Directors on 4 June 2013.

By order of the Board

Fredrick Murimi

Secretary
Nairobi 04 June 2013
9 é Centum Investment Company Limited
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Maelezo kamili kuhusu matokeo yanapatikana ukurasa wa 98
hadi 154

MGAWO WA FAIDA
Wakurugenzi hawapendekezi ulipaji wa mgao wa faida (Mwaka
2012 mgao haukulipwal)

WAKURUGENZI
Wanachama wa halmashauri ya wakurugenzi waliohudumu
wameorodheshwa ukurasa wa 10-11

kwa mujibu wa Kanuni 86 ya Kanuni na sheria za kampuni,
Bw.M.Mwangi na Katibu wa kudumu wa wizara ya Biashara
wanastaafu kwa zamu, lakini kwa kuwa wana kibali, wanajitolea
ili kuchaguliwa

WAKAGUZI WA HESABU

Pricewaterhoude, kwa kuonyesha nia yao ya kuendelea,
wanaendelea kuwa ofisini kulingana na kanuni ya kifungu cha
159(2) ya sheria za kampuni(sura 486)

IDHINISHO KWA TAARIFA YA KIFEDHA
Taarifazakifedhaziliidhinishwa na halmashauriyawakurugenzi
mnamo 4 Juni 2013.

Kwa amri ya halmashauri ya wakurugenzi

H

Fredrick N Murimi
Katibu

Nairobi 04 Juni 2013



| INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS
OF CENTUM INVESTMENT COMPANY LIMITED

Report on the financial statements

We have audited the accompanying financial statements of
Centum Investment Company Limited (the Company] and
its subsidiaries (together, the Group) set out on pages 94 to
150. These financial statements comprise the consolidated
statement of financial position at 31 March 2013, and the
consolidated statements of comprehensive income, changes
in equity and cash flows for the year then ended, together with
the statement of financial position of the Company standing
alone as at 31 March 2013, the statements of comprehensive
income and changes in equity of the Company for the year then
ended and a summary of significant accounting policies and
other explanatory notes.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation and fair
presentation of these financial statements in accordance
with International Financial Reporting Standards and with
the requirements of the Kenyan Companies Act and for such
internal control as the directors determine necessary to
enable the preparation of financial statements that are free
from material misstatements, whether due to fraud or error.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in

the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

In our opinion the accompanying financial statements give a
true and fair view of the financial affairs of the Group and of
the Company at 31 March 2013 and of their profit and cash
flows for the year then ended in accordance with International
Financial Reporting Standards and the Kenyan Companies Act.

Report on other legal requirements

The Kenyan Companies Act requires that in carrying out our
audit we consider and report to you on the following matters.
We confirm that:

i} we have obtained all the information and explanations
which to the best of our knowledge and belief were
necessary for the purposes of our audit;

i) in our opinion proper books of account have been kept
by the Company, so far as appears from our examination
of those books; and

iii) the Company’'s statement of financial position and
statement of comprehensive income are in agreement
with the books of account.

A,

Certified Public Accountants
04 June 2013

Centum Investment Company Limited
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME |
For the year ended 31 March 2013

Notes 2013 2012
Kshs’000 Kshs’000
Income o 1,272,313
Expenses
Administrative expenses 7(a) (148,094)
Operating expenses 7(b) (121,709)
Finance costs 8 (229,872)
(499,675)
Share of profits of associate companies 19 594,037
Profit before tax 1,366,675
Income tax expense 10 (177,270)
Profit for the year 1,189,405
Other comprehensive income for the year
Reserves released on disposal of investments 11 (562,349)
Share of other comprehensive income/(loss) of associates 19 (91,117)
Fair value gain in unquoted investments 20 114,597
Fair value gain/(loss) in quoted investments 21 (166,121)
Currency translation differences (2,550)
Total other comprehensive income/(loss) (707,540)
Total comprehensive income 481,865
Earnings per share for profit attributable to the equity holders of the Company 12 Kshs 1.79
| 98 ‘ Centum Investment Company Limited
ANNUAL REPORT AND FINANCIAL STATEMENTS FY 12/13



| COMPANY STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March 2013

Notes 2013 2012
Kshs’000 Kshs’000
Income 6 764,460
Expenses
Administrative expenses 7(a) (136,368)
Operating expenses 7(b) (90,707)
Finance costs 8 (49,979)
(277,054)
Profit before income tax 487,406
Income tax expense 10 (41,264)
Profit for the year 446,142
Other comprehensive income for the year
Reserves released on disposal of investments " (127,243)
Fair value gain in subsidiaries 18 13,619
Fair value gain in associates 19 882,934
Fair value gain in unquoted investments 20 114,597
Fair value gain/(loss] in quoted investments 21 (196,952)
Total other comprehensive income 686,955
Total comprehensive income 1,133,097

Centum Investment Company Limited
ANNUAL REPORT AND FINANCIAL STATEMENTS FY 12/13
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION |
As at 31 March 2013

Notes 2013 2012
Kshs’000 Kshs’000
Assets
Investment property 15 3,992,754
Motor vehicle and equipment 16 26,467
Intangible assets 17 1,926
Investment in associates 19 3,614,550
Unguoted investments 20 1,427,206
Quoted investments 21 1,666,309
Corporate bonds at fair value through profit or loss 22 480,000
Receivables and prepayments 24 36,079
Cash and cash equivalents 25 322,410
11,567,701
Capital and reserves attributable to the Company’s equity holders
Share capital 27 332,721
Share premium 27 589,753
Investment revaluation reserve 28 1,736,198
Retained earnings 7,382,570
Total equity 10,041,242
Liabilities
Borrowings 26 1,000,000
Payables and accrued expenses 29 355,956
Unclaimed dividends 30 34,437
Current income tax 10(c) 5114
Deferred income tax 13 130,952
1,526,459
11,567,701

The financial statements on pages 98 to 154 were approved for issue by the board of directors on 4 June 2013 and signed on its behalf

by:
~c .
,% (2((
Robert Bunyi James M Mworia
Director Managing Director
| 1 O O | Centum Investment Company Limited
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| COMPANY STATEMENT OF FINANCIAL POSITION
As at 31 March 2013

Notes 2013 2012
Kshs’000 Kshs’000 z
Assets 2
Deferred income tax 13 5,150
Motor vehicle and equipment 16 26,467 §
Intangible assets 17 1,926 g
Investment in subsidiaries 18 1,784,954 7
Investment in associates 19 7,128,721 %
Unquoted investments 20 1,427,206 =
Quoted investments 21 1,289,540 2
Corporate bonds at fair value through profit or loss 22 480,000 §
Due from subsidiary companies 23 3,104,780 £
Receivables and prepayments 24 155,344 >
Cash and cash equivalents 25 317,340 é
15,721,428 &
Capital and reserves é
Share capital 27 332,721 ?.>3
Share premium 27 589,753 3
Investment revaluation reserve 28 8,792,989
Retained earnings 3,970,001
Total equity 13,685,464
Liabilities
Borrowings 26 1,000,000
Payables and accrued expenses 29 134,078
Due to subsidiary companies 23 862,303
Unclaimed dividends 30 34,437 B
Current income tax 10(c) 5,146 =
2,035,964 E
(=]
15,721,428 é
2

The financial statements on pages 98 to 154 were approved for issue by the board of directors on 4 June 2013 and signed on its
behalf by:

/Z'ﬂﬂ'( -

Robert Bunyi James M Mworia
Director Managing Director

C
s 5
= o2
o ®©
<

o £
@ O
< c
n =
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY |

For the year ended 31 March 2013

Notes Share Share Investment Retained Total
capital premium revaluation earnings equity
reserve
Kshs’000 Kshs'000 Kshs'000 Kshs’000 Kshs'000
Year ended 31 March 2013
At start of year 332,721 589,753 1,736,198 7,382,570 10,041,242
Comprehensive income
Profit for the year - - - 2,509,396 2,509,396
Other comprehensive income:
Reserves released on disposal of investments 11 - - (791,726) - (791,726)
Share of other comprehensive
income of associates 19 - - 41,918 - 41,918
Fair value gain in unquoted investments 20 - - 1,018,737 - 1,018,737
Fair value gain in quoted investments 21 - - 835,057 - 835,057
Currency translation differences - - (11,883) - (11,883)
Total other comprehensive income - - 1,092,103 - 1,092,103
Total comprehensive income - - 1,092,103 2,509,396 3,601,499
At end of year 332,721 589,753 2,828,301 9,891,966 13,642,741

,I O 2 Centum Investment Company Limited
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| CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED
For the year ended 31 March 2013

Notes Share Share Investment Retained Total
capital premium revaluation earnings equity
reserve
Kshs'000 Kshs’000 Kshs’000 Kshs'000 Kshs’000
Year ended 31 March 2012
At start of year 302,474 589,753 2,443,738 6,223,412 9,559,377
Comprehensive income
Profit for the year - - - 1,189,405 1,189,405
Other comprehensive income:
Reserves released on disposal of investments 11 - - (562,349) - (562,349)
Share of other comprehensive loss
of associates 19 - - (91,117) - (91,117
Fair value gain in unquoted investments 20 - - 114,597 - 114,597
Fair value loss in quoted investments 21 - - (166,121) - (166,121)
Currency translation differences - - (2,550) - (2,550)
Total other comprehensive income - - (707,540) - (707,540)
Total comprehensive income - - (707,540) 1,189,405 481,865
Transactions with owners 5 =
Issue of bonus shares 27 30,247 - - (30,247) - ‘é %
5
Total transactions with owners 30,247 - - (30,247) - = (2"
22
[e]
At end of year 332,721 589,753 1,736,198 7,382,570 10,041,242 2 é
gs
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COMPANY STATEMENT OF CHANGES IN EQUITY |

For the year ended 31 March 2013

Notes Share Share Investment Retained Total
capital premium revaluation earnings equity
reserve
Kshs'000 Kshs’000 Kshs'000 Kshs'000 Kshs’000
Year ended 31 March 2013
At start of year 332,721 589,753 8,792,989 3,970,001 13,685,464
Comprehensive income
Profit for the year - - - 1,034,098 1,034,098
Other comprehensive income:
Reserves released on disposal of investments 11 - - (1,423,723) - (1,423,723)
Fair value gain in subsidiaries 18 - - 1,657,737 - 1,657,737
Fair value gain in associates 19 - - 382,919 - 382,919
Fair value gain in unquoted investments 20 - - 371,936 - 371,936
Fair value gain in quoted investments 21 - - 428,270 - 428,270
Total other comprehensive income - - 1,417,139 - 1,417,139
Total comprehensive income - - 1,417,139 1,034,098 2,451,237
At end of year 332,721 589,753 10,210,128 5,004,099 16,136,701

Centum Investment Company Limited
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| COMPANY STATEMENT OF CHANGES IN EQUITY CONTINUED
For the year ended 31 March 2013

Notes Share Share Investment Retained Total
capital premium revaluation earnings equity
reserve
Kshs’'000 Kshs'000 Kshs’000 Kshs'000 Kshs’000
Year ended 31 March 2012
At start of year 302,474 589,753 8,106,034 3,554,106 12,552,367
Comprehensive income
Profit for the year - - - 446,142 446,142
Other comprehensive income:
Reserves released on disposal of investments 11 - - (127,243) - (127,243)
Fair value gain in subsidiaries 18 - - 13,619 - 13,619
Share of other comprehensive
income of associates 19 - - 882,934 - 882,934
Fair value gain in unquoted investments 20 - - 114,597 - 114,597
Fair value loss in quoted investments 21 - - (196,952) - (196,952)
Total other comprehensive income - - 686,955 - 686,955
Total comprehensive income - - 686,955 446,142 1,133,097
Transactions with owners s 2
Issue of bonus shares 27 30,247 - - (30,247) - ‘é g
Q
5T
Total transactions with owners 30,247 - - (30,247) - = (fu
=2
[e]
At end of year 332,721 589,753 8,792,989 3,970,001 13,685,464 % é
sa
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CONSOLIDATED STATEMENT OF CASH FLOWS |

For the year ended 31 March 2013

Notes
Cash flows from operating activities
Cash used in operations 31
Interest paid 8
Income tax paid 10(c)
Dividends received from associates 19
Net cash used in operating activities
Cash flows from investing activities
Purchase of investment property 15
Purchases of motor vehicles and equipment 16
Proceeds from disposal of motor vehicle and equipment
Purchases of intangible assets 17
Purchase of shares in associates 19
Purchase of unquoted equity investments 20
Purchase of quoted equity investments 21
Purchase of corporate bonds 22
Proceeds from disposal of unquoted investments L
Proceeds from disposal of quoted investments 11
Proceeds on disposal of treasury and corporate bonds 11
Proceeds from disposal of investment property
Net cash (used in)/generated from investing activities
Cash flows from financing activities
Net proceeds from borrowings
Dividends paid to Company’s shareholders 30
Loan repayment
Net cash generated from/(used in) financing activities
Net increase in cash and cash equivalents
Movement in cash and cash equivalents
At start of year
Increase
Exchange gains/(losses) on cash and cash equivalents
At end of year 25

2013 2012
Kshs’000 Kshs'000

(216,890

(179,243)

(9,897)

280,941

(125,089)

(111,016)

(4,156)

112

(259)

(15,266)

(85,240)

(364,097)

(3,879,824)

111,295

1,691,927

4,088,389

1,431,865

[6151

(612)

1,306,164

(981,204)

1,306,164

(2,550)

322,410

The statement of cashflows as presented in the Annual Report has been reformatted to conform to Centum Investment Company

Limited’s business model. Refer to Additional Information on page 158.
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(a)

GENERAL INFORMATION

Centum Investment Company Limited is incorporated
in Kenya under the Kenyan Companies Act as a public
limited liability Company and is domiciled in Kenya. The
Company’s shares are listed on the Nairobi Securities
Exchange. The address of its registered office is:

International House
5th Floor, Mama Ngina Street
P.0 Box 10518 - 00100 Nairobi.

The Company has ten subsidiaries. Details of the
business of the subsidiaries are highlighted in note 18 of
the financial statements.

For Kenyan Companies Act reporting purposes, the
balance sheet is represented by the statement of
financial position and the profit and loss account by the
statement of comprehensive income, in these financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all years presented, unless otherwise stated.

Basis of preparation

The financial statements are prepared in compliance
with International Financial Reporting Standards
(IFRS). The financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of investment properties, available for sale
financial assets and assets at fair value through profit or
loss. The financial statements are presented in Kenyan
Shillings (Kshs), rounded to the nearest thousand.

The preparation of financial statements in conformity
with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgement in the process of applying the Group's
accounting policies. The areas involving a higher degree
of judgement or complexity, or where assumptions and
estimates are significant to the financial statements, are
disclosed in Note 3.

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

Changes in accounting policy and disclosures

(i) New and amended standards adopted by the
Company and the Group
There are no IFRSs or IFRIC interpretations that
are effective for the first time for the financial
year beginning on 1 January 2012 that would be
expected to have a material impact on the Group
and the Company.

(ii) New standards and interpretations that are not
yet effective and have not been early adopted

A number of new standards and amendments to
standards and interpretations are effective for annual
periods beginning after 1 January 2012, and have not
been applied in preparing these financial statements.
None of these is expected to have a significant effect on
the financial statements of the Company and the Group,
except the following set out below:

Amendment to IAS 1, ‘Presentation of Financial
Statements’ regarding other comprehensive income.
The main change resulting from these amendments
is a requirement for entities to group items presented
in ‘other comprehensive income’ (OCI) on the basis of
whether they are potentially reclassifiable to profit or
loss subsequently (reclassification adjustments). The
amendments do not address which items are presented
in OCI. The application of this amendment will mainly
impact the presentation of the primary statements. The
effective date is annual periods beginning on or after 1
July 2012 and the amendments may be early applied.

IFRS 13, ‘Fair value measurement’, assuming the Group
held investment properties as at 31 December 2012,
aims to improve consistency and reduce complexity by
providing a precise definition of fair value and a single
source of fair value measurement and disclosure
requirements for use across IFRSs. The requirements,
which are largely aligned between IFRSs and US GAAP,
do not extend the use of fair value accounting but provide
guidance on how it should be applied where its use is
already required or permitted by other standards within
IFRSs or US GAAP.

IAS 19, 'Employee benefits’, was amended in June 2012.
The impact on the Company and the Group will be as
follows: to immediately recognise all past service costs;

Centum Investment Company Limited 1 O 7
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

For the year ended 31 March 2013

(a)

108

Summary of significant accounting policies (Continued)
Basis of preparation (Continued)

Changes in
(Continued)

accounting policy and disclosures

and to replace interest cost and expected return on plan
assets with a net interest amount that is calculated by
applying the discount rate to the net defined benefit
liability (asset]. The directors are yet to assess the full
impact of the amendments. IAS 19 (revised] allows
for early adoption but is retrospectively applicable for
annual periods beginning on or after 1 January 2013.

IFRS 9, ‘Financial instruments’, addresses the
classification, measurement and recognition of financial
assets and financial liabilities. IFRS 9 was issued in
November 2009 and October 2011. It replaces the parts of
IAS 39 that relate to the classification and measurement
of financial instruments. IFRS 9 requires financial assets
to be classified into two measurement categories:
those measured as at fair value and those measured
at amortised cost. The determination is made at initial
recognition. The classification depends on the entity’s
business model for managing its financial instruments
and the contractual cash flow characteristics of the
instrument. For financial liabilities, the standard retains
most of the IAS 39 requirements. The main change is that,
in cases where the fair value option is taken for financial
liabilities, the part of a fair value change due to an entity’s
own credit risk is recorded in other comprehensive
income rather than the income statement, unless this
creates an accounting mismatch. The directors are yet
to assess IFRS 9's full impact and intends to adopt IFRS
9 no later than the accounting period beginning on or
after 1 January 2015. The directors will also consider
the impact of the remaining phases of IFRS 9 when
completed by the IASB.

IFRS 10, Consolidated financial statements’, builds on
existing principles by identifying the concept of control
as the determining factor in whether an entity should be
included within the consolidated financial statements of
the parent. The standard provides additional guidance
to assist in the determination of control where this is
difficult to assess. The directors are yet to assess IFRS
10’s full impact and intends to adopt IFRS 10 no

Centum Investment Company Limited
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(b)

later than the accounting period beginning on or after 1
January 2013.

IFRS 12, ‘Disclosures of interests in other entities’,
includes the disclosure requirements for all forms of
interests in other entities, including joint arrangements,
associates, special purpose vehicles and other off
balance sheet vehicles. The directors are yet to assess
IFRS 12’s full impact and intends to adopt IFRS 12 no
later than the accounting period beginning on or after
1 January 2013. There are no other IFRSs or IFRIC
interpretations that are not yet effective that would be
expected to have a material impact on the Group and the
Company.

Consolidation
(i) Subsidiaries

Subsidiaries are all entities (including special purpose
entities) over which the Group has the power to govern the
financial and operating policies generally accompanying
a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that
are currently exercisable or convertible are considered
when assessing whether the Group controls another
entity. The Group also assesses existence of control
where it does not have more than 50% of the voting
power but is able to govern the financial and operating
policies by virtue of de-facto control.

De-facto control may arise in circumstances where the
size of the Group’s voting rights relative to the size and
dispersion of holdings of other shareholders give the
Group the power to govern the financial and operating
policies, etc.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The Group applies the acquisition method of
accounting to account for business combinations.
The consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred,
the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the Group.
The consideration transferred includes the fair value
of any asset or liability resulting from a contingent



(b)

Summary of significant accounting policies (Continued)
Consolidation (Continued)
(i) Subsidiaries (Continued)

consideration arrangement. ldentifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date. The Group recognises
any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis, either at fair value or
at the non-controlling interest’s proportionate share of
the recognised amounts of acquiree’s identifiable net
assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date; any
gains or losses arising from such remeasurement are
recognised in profit or loss.

Any contingent consideration to be transferred by the
Group is recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent
consideration that is deemed to be an asset or liability
is recognised in accordance with |AS 39 either in profit
or loss or as a change to other comprehensive income.
Contingent consideration that is classified as equity
is not remeasured, and its subsequent settlement is
accounted for within equity.

Goodwill is initially measured as the excess of the
aggregate of the consideration transferred and the
fair value of non-controlling interest over the net
identifiable assets acquired and liabilities assumed.
If this consideration is lower than the fair value of the
net assets of the subsidiary acquired, the difference is
recognised in profit or loss.

Inter-company transactions, balances, income and
expenses on transactions between group companies
are eliminated. Profits and losses resulting from
intercompany transactions that are recognised in assets
are also eliminated. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

(i) Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that do not
result in loss of control are accounted for as equity
transactions - that is, as transactions with the owners
in their capacity as owners. The difference between
fair value of any consideration paid and the relevant
share acquired of the carrying value of net assets of
the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling interests are also recorded
in equity.

(iii) Disposal of subsidiaries

When the Group ceases to have control, any retained
interest in the entity is remeasured to its fair value at
the date when control is lost, with the change in carrying
amount recognised in profit or loss. The fair value is the
initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate,
joint venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income in
respect of that entity are accounted for as if the Group
had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in
other comprehensive income are reclassified to profit or
loss.

(iv) Associates

Investments in associates 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.

Under the equity method, investments in associates
are carried in the consolidated statement of financial
position at cost plus share of subsequent profits and
other comprehensive income less any impairment in the
value of individual investments. Losses of an associate
in excess of the group’s interest in that associate are
recognised only to the extent that the group has incurred
legal or constructive obligations or made payments on
behalf of the associate. A listing of the Group’s associates
is shown in note 19.

Centum Investment Company Limited
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

(b)

110

Summary of significant accounting policies (Continued)
Consolidation (Continued)
(iv) Associates [Continued)

Any excess of the cost of acquisition over the Group's
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised
as goodwill. The goodwill is included within the
carrying amount of the investment and is assessed for
impairment as part of that investment. Any excess of
the group’s share of the net fair value of the identifiable
assets, liabilities and contingent Lliabilities over the
cost of acquisition, after reassessment, is recognised
immediately in profit or loss.

Investments in associates are accounted for as
available-for-sale financial assets in the separate
financial statements of the Company (and are stated at
fair value).They are initially measured at fair value plus
transaction costs. Subsequently, they are measured at
fair value with gains and losses arising from changes
in fair value recognised in other comprehensive income
and accumulated in the investments revaluation reserve.

Where a significant amount of new investment into a
Company has been made within the financial year, the
price at which the investment was made is considered
the fair value unless there has been a significant change
in conditions since the transaction took place. 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 earnings of the business
being valued 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 recognised
in other comprehensive income and accumulated in
the investment revaluation reserve. Where valuation is
below cost, the difference between valuation and cost is
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(c)

charged to profit or loss if, in the opinion of the directors,
the reduction in value is not considered temporary.
Where the investment is disposed of, the cumulative
gain or loss previously accumulated in the investments
revaluation reserve is reclassified to profit or loss.

Functional
currencies

currency and translation of foreign

(i) Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the entity
operates (‘the functional currency’). The consolidated
financial statements are presented in ‘Kenyan Shillings
(Kshs), which is the Group’s presentation currency.

(ii) Transactions and balances

Foreign currency transactions are translated into the
functional currency using exchange rates prevailing at
the dates of the transactions or valuation where items
are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are presented
in profit or loss within ‘finance income or cost’. All other
foreign exchange gains and losses are presented in
profit or loss within ‘other income’ or ‘other expenses’.

Translation differences related to changes in amortised
costarerecognisedin profitor loss, and other changesin
carrying amount are recognised in other comprehensive
income.

Translation differences on non-monetary financial
assets and liabilities, such as equities held at fair
value through profit or loss, are recognised in profit or
loss as part of the fair value gain or loss. Translation
differences on non-monetary financial assets, such as
equities classified as available-for-sale financial assets,
are included in other comprehensive income.



(c)

(d)

Summary of significant accounting policies (Continued)

Functional currency and translation of foreign
currencies (Continued)

(i) Group companies

The results and financial position of all the Group entities
(none of which has the currency of a hyperinflationary
economy] that have a functional currency different
from the presentation currency are translated into the
presentation currency as follows:

(i) assets and liabilities for each statement of
financial position presented are translated at the
closing rate at the end of the reporting period;

(ii) income and expenses for each income statement
amount are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are translated
at the dates of the transactions); and

(iii) allresulting exchange differences are recognised

in other comprehensive income.
Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate. Exchange
differences arising are recognised in equity.

Segment reporting

IFRS 8 requires operating segments to be identified on
the basis of internal reports about components of the
group that are regularly reviewed by the chief operating
decision maker in order to allocate resources to the
segments and to assess their performance.

The group organises its activity by business lines and
these are defined as the Group's reportable segments.
The three business lines are; Private Equity, Quoted
Equity and Real Estate & Infrastructure. Performance is
reviewed from a total return perspective.

(e)

(f)

(9)

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable in the ordinary course of the
Group’s activities.

The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that
future economic benefits will flow to the Group and
when specific criteria have been met for each of the
Group’s activities as described below.

Revenue is recognised as follows:

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

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

Investment property

Investment property is shown at fair value, based on
annual valuations by external independent valuers.
Increases in the carrying amount arising on revaluation
of the investment property are dealt with in profit or
loss.

Motor vehicle and equipment

Motor vehicle and equipment are stated at cost less
depreciation and any accumulated impairment losses.

Depreciation is 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 cycles 20%
Furniture, fittings and office equipment 10%
Computers 33.3%

Centum Investment Company Limited ,I 1 1
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Summary of significant accounting policies (Continued)
Computer software development costs

Costs incurred on computer software are initially
accounted for at cost as intangible assets and
subsequently at cost less any accumulated amortisation
and accumulated impairment losses. Amortisation is
calculated on the straight line basis over the estimated
useful lives not exceeding a period of 3 years.

Financial assets

The Group classifies its financial assets into the
following categories: financial assets at fair value
through profit or loss; loans 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 loss 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.

Corporate bonds

Corporate bonds are classified as financial assets at fair
value through profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market. They arise when the Group
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
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other than an insignificant amount of held-to-maturity
assets occurs, the entire category is classified as
available-for-sale.

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 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.

Available-for-sale financial assets and financial assets
at fair value through profit or loss are subsequently
carried at fair value. Loans 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 profit or loss
in the year in which they arise. Gains and losses arising
from changes in the fair value of available-for-sale
financial assets are recognised in other comprehensive
income and accumulated in the investment revaluation
reserve, until the financial asset is derecognised or
impaired, at which time the cumulative gain or loss
previously accumulated in the investment revaluation
reserve is recognised in profit or loss.

Quoted investments are those that relate to companies
listed on the stock exchange. They are classified as
available-for- sale and are stated at the middle market
value as at the end of each reporting period.

Unquoted investments are the unlisted non-associate
companies in which the Company has invested. They
are classified as available-for-sale. Where a significant
amount of new investment into a Company has been
made within the financial year, the price at which the
investment was made is considered the fair value unless
the conditions have changed since the Group made the
investment. 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 earnings of
the business being valued in order to derive



Summary of significant accounting policies (Continued)
Financial assets (Continued)

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 recognised
in other comprehensive income and accumulated in
the investment revaluation reserve. Where valuation is
below cost, the difference between valuation and cost is
charged to profit or loss if, in the opinion of the directors,
the reduction in value is not considered temporary. On
the disposal of an investment, the difference between
the net disposal proceeds and the cost is charged or
credited to profit or loss.

Impairment and uncollectability of financial assets

At the end of each reporting period, the Group reviews
the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the asset’s
recoverable amount is estimated and an impairment
loss is recognised in profit or loss whenever the carrying
amount of the asset exceeds its recoverable amount.

If it is probable that the Group will not be able to collect
all amounts due (principal and interest) according to
the contractual terms 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 profit or loss for the year. The amount of the loss
is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows.

For listed and unlisted shares classified as available-
for- sale, a significant or prolonged decline in the fair
value of the security below its cost is considered to be
objective evidence of impairment.

(j)

(k)

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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Other factors considered by the group in determining
impairment for other financial assets include:

° Significant financial difficulty of the issuer or
counter party

° Default or delinquency in interest or principal
repayments

o It becoming probable that the borrower will enter

bankruptcy or financial re-organisation.
Derecognition of financial assets

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of
the asset to another entity. If the group neither transfers
nor retains substantially all the risks and rewards of
ownership and continues to control the transferred
asset, the group recognises its retained interest in the
asset and an associated liability for amounts it may have
to pay. If the group retains substantially all the risks and
rewards of ownership of a transferred financial asset,
the group continues to recognise the financial asset
and also recognises a collateralized borrowing for the
proceeds received.

Financial liabilities

Financial liabilities, including borrowings, are initially
measured at fair value net of transaction costs. Financial
liabilities are subsequently measured at amortised
cost using the effective interest method, with interest
expense recognised on an effective yield basis.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or they expire.

Accounting for leases

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

Centum Investment Company Limited
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Summary of significant accounting policies (Continued)

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 profit or loss on a straight-line basis over the term
of the relevant lease.

Receivables

Receivables are amounts due from investments in the
ordinary course of business. If collection is expected
in one year or less (or in the normal operating cycle of
the business if longer], they are a classified as current
assets. If not, they are presented as non-current assets.

Receivables are recognised initially at fair value and
subsequently recognised at amortised cost, less any
provision for impairment.

Payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are
classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the
business if longer]. If not, they are presented as non-
current liabilities.

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

Share capital

Ordinary shares are classified as ‘share capital’ in
equity. Any premium received over and above the par
value of the shares is classified as ‘share premium’ in
equity.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three
months or less, net of bank overdrafts.

Centum Investment Company Limited
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(p)
(i)

(ii)

Employee benefits
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 by 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 are currently limited to a maximum of Shs 200
per month per employee.

The Group contributions in respect of retirement benefit
schemes are charged to profit or loss in the year to
which they relate.

Performance Bonus

The Group has in place a performance bonus scheme.
The scheme is a reward system to employees of
the Company based on achievement of certain set
benchmarks of business success.

The Group's performance bonus scheme is designed to
enable achievement of consistent business growth that
is tied to the increase in shareholder wealth, which is a
primary business objective.

A target of 15% annual increase in opening shareholder
funds has been set (hurdle rate).

Employees only qualify for the bonus after achievement
of this percentage increase in shareholder wealth.

Actual award of the bonus is in three equal instalments
over a period of three years. The annual payment is
on condition that shareholder wealth is maintained at
the same level or increased. Should there be a drop in
shareholder wealth, payment will not be made and will
be deferred until the year when shareholder wealth is
restored. Should an employee leave employment of the



(p)
(ii)

(iii)

(q)

(r)

(s)

Summary of significant accounting policies (Continued)
Employee benefits (Continued)
Performance Bonus (Continued)

Company before payment is due, he/she will forfeit
payment. The amount payable is accrued over the period
to the payment of each instalment.

Other entitlements

The estimated monetary liability for employees” accrued
annual leave entitlement at the reporting date is
recognised as an expense accrual.

Dividend distribution

Dividends payable to the Company’s shareholders
are recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders. Proposed
dividends are shown as a separate component of equity
until declared.

Provisions

Provisions are recognised when: the Group has a present
legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will
be required to settle the obligation; and the amount has
been reliably estimated. Provisions are not recognised
for future operating losses.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.

Impairment of non-financial assets

Assets that have an indefinite useful life are not
subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are
reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may

(t)
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not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use.

For the purposes of assessing impairment, assets
are Grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that
suffered impairment are reviewed for possible reversal
of the impairment at each reporting date.

Current and deferred income tax

The tax expense for the period comprises current and
deferred income tax. Tax is recognised in the profit
or loss except to the extent that it relates to items
recognised in other comprehensive income or directly
in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the
basis of the tax enacted or substantively enacted
at the reporting date. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject
to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid
to the tax authorities.

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
values in the financial statements. However, if the
deferred tax liabilities are not recognised if they arise
from the initial recognition of goodwill; deferred
income 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 income tax is determined using tax
rates and laws that have been enacted or substantively
enacted at the reporting date and are expected to apply
when the related deferred income tax liability is settled.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profits will
be available against which the temporary differences
can be utilised.
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Summary of significant accounting policies (Continued)
Current and deferred income tax (Continued)

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of
the temporary difference is controlled by the Group
and it is probable that the temporary difference will not
reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation
authority on either the same taxable entity or different
taxable entities where there is an intention to settle the
balances on a net basis.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost using the effective
interest method; any differences between proceeds
(net of transaction costs) and the redemption value is
recognised in the income statement over the period of
the borrowings.

Comparatives

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

Critical accounting estimates and judgements

In the process of applying the Group’s accounting
policies, management has made estimates and
assumptions 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
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judgement in applying the entities accounting policies
are dealt with below:

Impairment losses

At the end of each reporting period, the group 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 impairment losses
are incurred if there is objective evidence of impairment
as a result of one or more events that occurred after the
initial recognition of the asset (a ‘loss event’) and that the
loss event has an impact on the estimated future 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 loss.
Where it is not possible to estimate the recoverable
amount of an individual asset, the group estimates the
recoverable amount of the cash generating unit to which
the asset belongs.

Valuation of unquoted 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 in 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.

Income taxes

The Group is subject to income taxes in various
jurisdictions. Significant judgement is required in
determining the Group’s provision for income taxes.
There are many transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises



Critical accounting estimates and

(Continued)

judgements

Income taxes (Continued)

liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax
provisions in the period in which such determination is
made.

Financial risk management

The Group’s activities expose it to a variety of financial
risks and those activities involve the analysis, evaluation,
acceptance and management of some degree of risk or
combination of risks. Taking risk is core to the Group’s
business, and the operational risks are an inevitable
consequence of being in business. The Group’s aim is
therefore to achieve an appropriate balance between
risk and return and minimise potential adverse effects
on its financial performance. The key types of risk
include:

. Market risk - includes currency, interest rate
and other price risk
. Credit risk

o Liquidity risk

The Group’s overall risk management programme
focuses on unpredictability of changes in the business
environment and seeks to minimise the potential
adverse effect of such risks on its performance by
setting acceptable levels of risk.

Risk management framework

The Group recognises that in order to pursue its
objectives and take advantage of opportunities, it
cannot avoid taking risks, and that no risk management
programme can aim to eliminate risk fully.

The Group’s general risk management approach is
to increase the likelihood of success in its strategic
activities, that is, to raise the potential reward of its
activities relative to the risks undertaken. Accordingly,
the Group’s approach to risk management is intended
to increase risk awareness and understanding, and thus

a)
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support taking risks where appropriate, in a structured
and controlled manner. The Group however recognises
that in pursuit of its mission and investment objectives it
may choose to accept a lower level of reward in order to
mitigate the potential hazard of the risks involved.

To assist in implementing its risk management policy,
the Group has:

° Identified, analysed and produced a risk
management strategy for those risks which
might inhibit it from achieving its strategic
objectives and which would threaten its ongoing
survival as a leading investment Company;

U Raised awareness of and integrated risk
management into its management policies.
o Promoted an understanding of the importance

and value of risk management, particularly
associated with investment opportunities;

° Established risk management roles and
responsibilities for its board of directors, audit
and risk committee and the risk department.

The risk management function is supervised by the
Audit and Risk Committee. Management identifies,
evaluates and hedges financial risks under policies
approved by the board of directors. The board provides
written principles for overall risk management, as
well as written policies covering specific areas such
as price risk, foreign exchange risk, interest rate risk,
credit risk, use of derivative and non-derivative financial
instruments and investing excess liquidity.

The Board has put in place an internal audit function
to assist it in assessing the risk faced by the Company
on an ongoing basis, evaluate and test the design and
effectiveness of its internal accounting and operational
controls.

Market risks

Market risk is the risk arising from changes in market
prices, such as interest rate, equity prices, and foreign
exchange rates which will affect the Group’s income or
the value of its holdings of financial instruments. The
objective of market risk management is to manage
and control market risk exposures within acceptable
parameters, while optimising the return.

Centum Investment Company Limited
ANNUAL REPORT AND FINANCIAL STATEMENTS FY 12/13

17

Statutory Information

& Financial Statements




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

For the year ended 31 March 2013

4

a)

118 |

Financial risk management (Continued)
Market risks (Continued)
(i] Interest rate risk

The Group is exposed to interest rate risk as it borrows
funds at floating interest rates in the form of short term
loans (overdrafts] and also holds cash deposits with
financial institutions. The interest rates on the cash
deposits are fixed and agreed upon in advance while
interest rates on overdrafts are pegged to the bank’s
base lending rate or prevailing Treasury Bills rates.

Management closely monitors the interest rate trends
to minimise the potential adverse impact of interest
rate changes. Deposits are placed at fixed interest
rates and management is therefore able to plan for the
resulting income. For the facilities with variable rates,
the Company is in regular contact with the lenders in a
bid to obtain the best available rates.

As at 31 March 2013, both Group and Company held
deposits of Kshs 902,499,873 (2012: Kshs: 310,000,000)
and had unutilised bank credit facilities of Kshs Nil
(2012: Kshs 1,200,000,000].

As at 31 March 2013, a 5% increase/decrease of the
annual interest rate would have resulted in an increase/
decrease in pre-tax profit and equity of 45,124,993 (2012:
Kshs 8,572,000) for both Group and Company resulting
from interest paid on deposits.

The Group has invested in corporate bonds with fixed
interest rate which is not affected by interest rate
fluctuations.

(i) Price risk

The Group’'s private equity holdings are valued
according to the Private Equity and Venture Capital
guidelines, which set out the valuation methodology for
fair valuation. Valuation is relatively subjective and may
change from time to time. In addition the valuation is
also affected by the volatility of the stock prices since the
Group uses the earnings multiple method which entails
the use of the share prices of similar/comparable quoted
companies among other components. Valuation risks
are mitigated by comprehensive quarterly reviews of the
underlying investments by management every quarter.
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The appropriateness of the investment valuations are
then considered by the Audit and Risk committee.

Quoted equity are valued at their market prices. These
values are subject to frequent variations and adverse
market movements. This risk is mitigated by choice of
defensive stocks with low price volatility, and weekly
monitoring of the value changes.

At 31 March 2013, if the prices at the Nairobi Securities
Exchange and other exchanges had appreciated/
depreciated by 5% with all other variables held constant,
the impact on the Group comprehensive income and
revaluation reserves would have been Kshs 186,409,000
(2012: Kshs 107,315,000) higher/lower.

At 31 March 2013, if the prices at the Nairobi Securities
Exchange and other exchanges had appreciated/
depreciated by 5% with all other variables held constant,
the impact on the Company comprehensive income and
equity would have been Kshs 59,717,000 (2012: Kshs
88,477,000) higher/lower.

(iii] Investment holding period risk

81%(2012: 60%) of the Groupand Company’sinvestments
are not traded on any formal exchange. Disposal of
these investments is constrained in many instances by
pre-emptive rights, shareholder agreements and the
absence of willing trade buyers or an active secondary
market. The timing of realised proceeds on disposal
may pose a risk to the Group.

The Group/Company mitigates this risk by seeking
influence in the investee company’s operations through
large shareholding or board representation. The Group/
Company also seeks compensation for this risk through
high return hurdles during the investment appraisal and
laying emphasis on dividend generating potential.

However, the Group and Company have got no fixed time
horizon for its investments, and does not enforce exit
options on investments as it believes current practice
makes it easier to acquire attractive investments.

(iv] Concentration risk
80% (2012: 87%) of the Group's assets are located

in Kenya with over 12% (2012: 11%) in the wider East
African Region and 8% (2012: 2%) outside East Africa.
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Financial risk management (Continued)
Market risks (Continued)
(iv] Concentration risk (Continued)

Investment portfolio sectoral allocation

GROUP allocation COMPANY allocation
2013 2012 Sector 2013 2012
35% Real Estate
25% Financial Services
6% Industrial and Allied
21% Alcoholic and Carbonated beverages
8% Automotive
2% Services
3% Publishing
0% Agriculture
100% Total

Each investment asset is considered independently by the Investment Committee and the board according to a structured
process that includes extensive due diligence, industry analysis, consideration of existing assets and future capital
commitments. Whereas sector limits are in place, concentration in the financial, beverages and industrial and allied sectors
have mainly been brought about by organic growth and appreciation of market value. To reduce exposure to country risk the
Group is actively looking for regional investment opportunities.

[v] Foreign exchange risk

The Group’s exposure to fluctuations in the foreign currency rates relate to conversion rates for valuation of overseas holdings.
The Group does not have any foreign denominated financial liabilities.

The mean exchange rates ruling at 31 March 2013 and 31 March 2012 were:

2013 2012
Kshs’000 Kshs'000

1 US Dollar (Usd)

1 Ugandan Shilling (UgX)

1 Rwandese Franc (RwF)

1 Tanzania Shilling (Tshs)

1 Ghana Cedi (GhC)

Shareholder

Centum Investment Company Limited ‘ 1 ,I 9 |
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

4 Financial risk management (Continued)

a) Market risks (Continued)

(v] Foreign exchange risk [Continued)

Below is a summary of the financial assets denominated in foreign currencies at their carrying amounts:

GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000

10,048

Quoted investments (UgX)

87,506

1,672,146

Quoted investments (RwF)

Quoted investmen N
NgIN
nvestment In nd d

Investment property (Usd]

146

Cash and equivalents

2,096,475

If all other variables were held constant, at 31 March 2013, the impact on values and reserves of the Shilling weakening or
strengthening by 5% against the above currencies would have been as below;

GROUP COMPANY
2013 2012 2013 2012
Kshs'000 Kshs’'000 Kshs'000 Kshs’'000
94,992 1 US Dollar (Usd)
502 1 Ugandan Shilling (UgX)
4,375 1 Rwandese Franc (RwF)
4,954 1 Tanzanian Shilling (Tshs)
- 1 Nigerian Naira (NgN)
- 1 Ghanian Cedi (GhC)
104,823

(b) Liquidity risks

This is the risk that the Group will encounter difficulties in meeting its financial commitments from its financial liabilities.
Prudent liquidity risk management includes maintaining sufficient cash to meet its obligations. Ultimate responsibility
for liquidity risk management rests with the board of directors, which has built an appropriate liquidity risk management
framework for the management of the Group’s short, medium and long term funding and liquidity management requirements.
The Group manages liquidity risk by maintaining adequate reserves, banking facilities and by continuously monitoring forecast
and actual cash flows and matching the maturity profiles of financial assets and liabilities.

Liquidity risk also relates to the risk that the Group would miss out attractive investment opportunities due to lack of funding.
This risk is mitigated by the fact that the available for sale quoted investments can be converted to cash when funds are
required. The risk is also minimised by use of annually renewable credit facilities.

120 |
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

Financial risk management (Continued)

Liquidity risks (Continued)

As at 31 March 2013, over 28% (2012: over 17%) of the Groups assets were held in assets that are quickly convertible to cash.
The Group also had Kshs nil (2012: Kshs 1,200,000,000) unutilised credit facility (See note 26).

The net liquid assets of the Group and Company as at 31 March 2013 as highlighted below.

GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000
Assets
1,666,309 Quoted investments 1,289,540
480,000 Corporate bonds 480,000
- Due from subsidiary companies 3,104,780
36,079 Receivables 152,360
310,000 Deposits 310,000
12,410 Cash
2,504,798 5,344,020
Liabilities

355,956 Payables and accruals
- Due to subsidiary companies
34,437 Unclaimed dividends
1,000,000 Borrowings

1,390,393

1,114,405 Net liguid assets

The borrowings which are mainly utilised for investment purposes together with accruing interest are matched by expected
future cash inflows. All financial liabilities are payable within 12 months except borrowings which are payable after the
following periods;

GROUP AND COMPANY Less than Between 1 Between 2
1years and 2 years and 5 years
At 31 March 2013 Kshs’000 Kshs'000 Kshs’000
Borrowings 553,136 553,136 5,682,451
At 31 March 2012
Borrowings 533,333 466,000 400,000
Centum Investment Company Limited ‘ 1 21 |
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
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the year ended 31 March 2013

Financial risk management (Continued)
Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to the Group
and the Company. The Group and the Company have adopted a policy of only dealing with credit worthy counterparties.

The credit risk exposures are classified in three categories:

o Neither past due nor impaired
o Past due
J Impaired

Credit risk arises from cash and cash equivalents, deposits with banks, corporate bonds, loans advanced as well as trade and
other receivables.

The creditrisk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by the banking

regulatory authority. The Group has adopted a policy of only dealing with creditworthy counterparties and only investing in
reputable corporates.

None of the assets subject to credit risk are past due or impaired.

GROUP COMPANY
2013 2012 2013 2012
Kshs’ Kshs’000
Assets
39,382 Receivables
6,697 Interest receivable

36,079 Cash at bank

82,158 310,658

The above receivables excludes prepayments as included in note 24.
None of the assets subject to credit risk are past due or impaired.

Fair value hierarchy

The Group specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are
observable or unobservable. Observable inputs reflect market data obtained from independent sources; unobservable inputs
reflect the Group’'s market assumptions. These two types of inputs have created the following fair value hierarchy:
o Level 1
Quoted prices in active markets for identical assets or liabilities. This level includes equity securities and debt
instruments listed on the Nairobi Securities Exchange.

. Level 2

Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly as
prices or indirectly as derived from prices.

. Level 3

Inputs for the assets or liabilities that are not based on observable market data (unobservable inputs).This level
includes equity investments and debt instruments with significant unobservable components.

Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

4 Financial risk management (Continued)

(d) Fair value hierarchy (Continued)
This hierarchy requires the use of observable market data when available. The Group considers relevant and observable
market prices in its valuations where possible. The following table shows an analysis of financial instruments reflected at fair

value by level of the fair value hierarchy.

The following table shows an analysis of financial instruments reflected at fair value by level of the fair value hierarchy.

GROUP Level 1 Level 2 Level 3 Total
31 March 2013 Note Kshs’000 Kshs’000 Kshs'000 Kshs’000
Financial assets:
Unquoted equity instruments 20 - - 4,306,221 4,306,221
Quoted equity instruments 21 2,732,872 - - 2,732,872
Corporate bonds 22 995,313 - - 995,313
31 March 2012
Financial assets:
Unquoted equity instruments 20 - - 1,427,206 1,427,206
Quoted equity instruments 21 1,666,309 - - 1,666,309
Corporate bonds 22 480,000 - - 480,000

T £
COMPANY g 2

=h
31 March 2013 >3
Financial assets: £ i
Investment in subsidiaries 18 - - 3,442,759 3,442,759 =
Investment in associates 19 - - 6,152,947 6,152,947
Unguoted equity instruments 20 - - 3,539,417 3,539,417
Quoted equity instruments 21 1,088,778 - - 1,088,778
Corporate bonds 22 105,560 - - 105,560
31 March 2012
Financial assets:
Investment in subsidiaries 18 - - 1,784,954 1,784,954
Investment in associates 19 - - 7,128,721 7,128,721
Unquoted equity instruments 20 - - 1,427,206 1,427,206
Quoted equity instruments 21 1,289,540 - - 1,289,540
Corporate bonds 22 480,000 - - 480,000
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

4 Financial risk management (Continued)
(d)  Fair value hierarchy (Continued)
There were no transfers into or out of level 3in 2013 and 2012.
The following is a movement of financial assets classified under level 3.
GROUP

2013 2012
Kshs’000 Kshs’000

1,338,664 At start of year

85,240 Additions
(111,295) Disposals
- Transfer from associates
114,597 Fair value gains/(loss)

1,427,206 At end of year

GROUP
2013 2012
Kshs'000 Kshs’000

Total gains/(loss) on level 3 financial
assets held at the end of the year as recognised
114,597 in other comprehensive income

COMPANY
2013 2012
Kshs’000 Kshs’000

9,322,691

(111,657

1,011,150

10,340,881

COMPANY
2013 2012
Kshs'000 Kshs’000

1,011,150

Financial assets under level 3 are valued using earnings multiples that are based on the market prices of comparable entities.
If the market prices of the comparable entities listed on the Nairobi Securities Exchange appreciated/(depreciated) by 5%, the

fair values of the financial assets under level 3 would change by the following.

GROUP
2013 2012
Kshs’000 Kshs’000
49,533 5% change market value

| 1 24 | Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

Financial risk management (Continued)
Capital management
The Group’s objectives when managing capital are:

e To safeguard the Group’s ability to continue as a going concern so that it can continue to provide returns for the
shareholders and benefits for the other stakeholders.

e To maintain a strong capital base to support the current and future development needs of the business.
The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to

sustain future development of the business. The impact of the level of capital on shareholders’ return is important and the
Group recognises the need to maintain a balance between the higher returns that might be possible with greater gearing and

the advantages and security afforded by a sound capital position

The capital structure of the Group consists of debt, which includes borrowings, cash and cash equivalents and equity
attributable to equity holders of the parent, comprising issued capital, reserves and retained earnings.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by equity. Net debt is calculated as total borrowings less cash and cash equivalents.

There have been no material changes in the Group’s management of capital during the year.

The constitution of capital managed by the Company is as shown below:

GROUP
2013 2012

COMPANY
2013 2012

Kshs'000 Kshs’000 Kshs'000 Kshs’000
332,721 Share capital 332,721
589,753 Share premium

1,736,198 Investment revaluation reserve 8,792,989
7,382,570 Retained earnings 3,970,001
10,041,242 Equity 13,685,464
1,000,000 Total borrowings 1,000,000

(12,410) Less: Bank balances
987,590 Net borrowings 992,660

9.84% Gearing (%)

Centum Investment Company Limited
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

5 Segment information

The Group’s chief operating decision maker is the executive management committee.

The Group organises its activity by business lines and these are defined as the Group's reportable segments under IFRS
8, Operating Segments. The three business lines are; Private Equity, Quoted Equity and Real Estate & Infrastructure.
Performance is reviewed from a total return perspective.

Total return

Totalreturn is the total value created in the period which includes cash value as well as unrealised movements in the portfolio.
Total return is calculated as the gross portfolio return less portfolio and funding costs. Total return is expressed in absolute
amount or as a percentage of opening portfolio value in the period.

Gross portfolio return
Gross portfolio return is equivalent to “revenue” for the purposes of IAS 1. It represents the overall increase in net assets
from the investment portfolio. Gross return is analysed into the following components:

Portfolio Income

Portfolio Income is that portion of income that is directly related to the return from individual investments. It is recognised to
the extent that it is probable that there will be economic benefit and the income can be reliably measured. Portfolio income
includes; dividend income, interest income, rental income as well as fee income.

e Dividend income from investment in associates is included as portfolio income.
For the Group dividend income, the equity method of accounting is not applied and as such dividends received from
associate investments are incorporated.

e Realised profits on the disposal of investments are the difference between the fair value of the consideration received
less any directly attributable costs, on the sale of equity, and its carrying value at the start of the accounting period.

Although the net realised gains are similar to those in the statement of comprehensive income (SCI), the disclosure
differs under the Group’s segment reporting.

In the SCI, the difference between the sales proceeds and cost of the investments are accounted for in the income
statement, while the difference between the gains and the opening fair value is then disclosed under other comprehensive
income as reserves released on disposal of investments.

e Unrealised profits on the revaluation of investments are the movement in the carrying value of investments between the
start and end of the accounting year.

Under the Group’s segment reporting, there is no differentiation between fair value through profit or loss and fair value
through other comprehensive income. All value movements are passed through the statement of total return.

Portfolio costs
Portfolio costs include all expenses, operating and administrative incurred in the furtherance of investment activity during
the accounting period.

Portfolio value
Portfolio value includes the carrying value of equity investments as well as marketable securities.

‘ 1 2 é ‘ Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

5 Segment information (Continued)

The segment information provided to the executive management committee for the reportable segments for the year ended
31 March 2013 is as below.
All revenue is from external sources.

(a)  Group
Private Quoted Real estate & Total
equity equity infrastructure
31 March 2013 Kshs'000 Kshs’000 Kshs'000 Kshs'000
Dividend income 239,700 144,224 - 383,924
Interest income - 222,680 - 222,680
Other income 7.361 70,327 7,062 84,750
Realized gains 565,240 142,951 145,000 853,191
Unrealised value movements 1,240,546 883,178 1,592,750 3,716,474
Gross return 2,052,847 1,463,360 1,744,812 5.261.019
Finance costs (212,537) (90,859) (97,3647) (400,763)
Portfolio costs (177.895] (105,243) (237,042] (520,180]
(390,432 (196.102) (334,409) (920,943)
Net return 1,662,415 1,267,258 1,410,403 4,340,076
Tax (448) (36,972) (701,157) (738,577 s £
=
Total return 1,661,967 1,230,286 709,246 3,601,499 é %
=2
Gross return (%) 41.3% 59.1% 67.0% 52.4% g §
Total return (%) 33.5% 49.7% 27.3% 35.9% s
=
Opening net asset value:
Portfolio value 5,041,756 2,146,309 3,992,754 11,180,819
Other assets 23,943 353,856 (121,838) 255,961
Other liabilities (100,908) (25,976) (268,654) (395,538)
Borrowings - - (1,000,000) (1,000,000)
4,964,791 2,474,189 2,602,262 10,041,242
Closing net asset value:
Portfolio value 7,812,006 3,728,185 5,456,057 16,996,248
Other assets 51,604 1,574,400 (544,747) 1,081,257
Other liabilities (131,543) (51,751) (255,143) (438,437)
Borrowings (1,674,336) - (2,475,196) (4,149,532)
6,057,731 5,250,834 2,334,176 13,642,741
Value movement in the period/(total return) 3,601,499
ANNUAL REPORT ANEegltﬁ;\ang;’:EtSr?reA?E(ﬁénlf‘?;yFb‘TZ‘}?S 1 2 7



NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)] |
For the year ended 31 March 2013

5 Segment information (Continued)
(b) Group
Private Quoted Real estate & Total
equity equity infrastructure
31 March 2012 Kshs'000 Kshs’000 Kshs'000 Kshs'000
Dividend income 324,678 90,271 - 414,949
Interest income - 52,143 - 52,143
Other income 50,774 - 6,135 56,909
Realized gains - 56,389 - 56,389
Unrealised value movements 346,294 (121,484) 353,610 578,420
Gross return 721,746 77,319 359,745 1,158,810
Finance costs - (49,979) (179,893) (229,872)
Portfolio costs (108,287] (67.557) (93.959) (269.803)
(108,287) (117,536) (273.852) (499.675]
Net return 613,459 (40,217) 85,893 659,135
Tax (18,340) (12,937) (145,993) (177,270)
Total return 595,119 (53,154) (60,100) 481,865
Gross return (%) 15.5% 2.0% 38.0% 12.1%
Total return (%) 12.7% (1.3%) (6.3%) 5.0%
Opening net asset value:
Portfolio value 4,715,969 3,723,790 3,525,578 11,965,337
Other net assets (47,038) 219,996 (590,938) (417,980)
Borrowings - - (1,987,980) (1,987,980)
4,668,931 3,943,786 946,660 9,559,377
Closing net asset value:
Portfolio value 5,041,756 2,146,309 3,992,754 11,180,819
Other assets 23,943 353,856 (121,838) 255,961
Other liabilities (100,908) (25,976) (268,654) (395,538)
Borrowings - - (1,000,000) (1,000,000)
4,964,791 2,474,189 2,602,262 10,041,242
Value movement in the period/(total return) 481,865
128 Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

5 Segment information (Continued)

(c)  Company

Private Quoted Real estate & Total
equity equity infrastructure
31 March 2013 Kshs’000 Kshs’000 Kshs’000 Kshs’000
Dividend income 239,700 43,768 - 283,468
Interest income - 107,979 - 107,979
Other income 9,623 70,063 - 79,686
Realized value movements (107,147) 116,507 - 9,360
Unrealized value movements 754,853 1,128,302 967,267 2,850,422
Gross return 897,029 1,466,619 967,267 3,330,915
Finance costs (212,537) (90,859) (97,301) (400,697)
Portfolio costs (177,892) (104,023) (160,216) (442,131)
(390,429) (194,882) (257,517) 842,828
Net return 506,600 1,271,737 709,750 2,488,087
Tax (448) (36,842) 440 (36,850)
Total return 506,152 1,234,895 710,190 2,451,237 c 2
o g
© E
Gross return (%) 10.4% 59.3% 37.2% 24.3% E 2
Total return (%) 6.0% 49.9% 27.3% 17.9% E )
Opening net asset value: ER:
Portfolio value 8,555,814 2,145,791 3,992,813 14,694,418 s
Other assets 153,985 353,856 (343,135) 164,706 0
Other liabilities (100,739) (25,918) (47,003) (173,660)
Borrowings - - (1,000,000) (1,000,000)
8,609,060 2,473,729 2,602,675 13,685,464
Closing net asset value
Portfolio value 10,459,172 3,748,424 5,099,849 19,307,445
Other assets 51,604 1,284,516 22,635 1,358,755
Other liabilities (131,543) (51,507) (196,917) (379,967)
Borrowings (1,674,336) - (2,475,196) (4,149,532)
8,704,897 4,981,433 2,450,371 16,136,701
Value movement in the period/(total return) 2,451,237

Centum Investment Company Limited 1 2 9
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)] |
For the year ended 31 March 2013

5 Segment information (Continued)

(d)  Company

Private Quoted Real estate & Total
equity equity infrastructure
31 March 2012 Kshs'000 Kshs’000 Kshs'000 Kshs’000
Dividend income 324,678 79,669 - 404,347
Interest income - 44,740 7,403 52,143
Other income 50,179 - 1,998 52,177
Realized gains - 83,913 - 83,913
Unrealised value movements 992,246 (152,936) 19,525 858,835
Gross return 1,367,103 55,386 28,926 1,451,415
Finance costs - (49,979) - (49,979)
Portfolio costs (103,907) (53,026) (70,142) (227,075)
(103,907) (103,005) (70,142) (277,054)
Net return 1,263,196 (47,619) (41,216) 1,174,361
Tax (18,281) (18,155) (4,828) (41,264)
Total return 1,244,915 (65,774) (46,044) 1,133,097
Gross return (%) 17.8% 1.4% 3.1% 11.6%
Total return (%) 16.2% (1.7%) (4.9%) 9.0%
Opening net asset value:
Portfolio value 7,571,499 3,939,975 2,951,418 14,462,892
Other net assets 90,419 4,039 (17,003) 77,455
Borrowings - - (1,987,980) (1,987,980)
7,661,918 3,944,014 946,435 12,552,367
Closing net asset value
Portfolio value 8,555,814 2,145,791 3,992,813 14,694,418
Other assets 153,985 353,856 (343,135) 164,706
Other liabilities (100,739) (25,918) (47,003) (173,660)
Borrowings - - (1,000,000]) (1,000,000])
8,609,060 2,473,729 2,602,675 13,685,464
Value movement in the period/(total return) 1,133,097

,I 3 O Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

5 Segment information (Continued)

(e) Reconciliation of total return to profit after tax for the year

Review

GROUP
2013 2012
Kshs’000 Kshs’000

Total return as per internal reporting 481,865

Adjustments for:
Share of associate earnings
Share of other comprehensive income of associates

594,037
(91,117)

Associate dividend income (280,941)
Unrealised value movements net of dividend relating to associates (206,713)
Additions in the year (15,266)

Management and Business Review

Total comprehensive income 481,865

Other comprehensive income 707,540

Profit for the year 1,189,405

x~
&)
o
el
c
@©
3]
o
c
@©
c
C
(4]
>
)
(&)

(f) Reconciliation of gross return to total income

Gross return as per internal reporting 1,158,811

Adjustments for:
Associate dividend income (271,223)
Unrealised value movements net of dividend relating to associates (216,432)
Additions in the year (15,266)

S

Items dealt with on other comprehensive income in the financial statements:

Reserves released on disposal of investments 562,349 2
Fair value gain in unquoted securities (114,597) g
Fair value gain in quoted securities 166,121 =
Currency translation differences 2,550 é

<t

Total income for the year 1,272,313

Shareholder
Information

Centum Investment Company Limited | 1 31 |
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

5 Segment information (Continued)
g) Other segment reporting disclosures
Private Quoted Real estate & Total
equity equity infrastructure
Kshs'000 Kshs’000 Kshs'000 Kshs'000
Group 31 March 2013
Depreciation and amortisation 1,600 1,280 3,622 6,502
Motor vehicle and equipment 11,000 8,800 24,199 43,999
Intangible assets 430 344 4,523 5,297
Additions to motor vehicle and equipment 5,648 4,519 12,427 22,594
Additions to intangible assets 283 226 4,303 4,812
Private Quoted Real estate & Total
equity equity infrastructure
Kshs'000 Kshs’000 Kshs'000 Kshs'000
Group 31 March 2012
Depreciation and amortisation 1,153 1,922 2,748 5,823
Motor vehicle and equipment 5,672 9,452 11,343 26,467
Intangible assets 413 688 825 1,926
Additions to motor vehicle and equipment 891 1,484 1,781 4,156
Additions to intangible assets 55 92 112 259
Private Quoted Real estate &
equity equity infrastructure Total
Kshs'000 Kshs’000 Kshs'000 Kshs'000
Company 31 March 2013
Depreciation and amortisation 1,600 1,280 3,520 6,400
Motor vehicle and equipment 11,000 8,800 24,199 43,999
Intangible assets 430 344 946 1,720
Additions to motor vehicle and equipment 5,648 4,519 12,427 22,594
Additions to intangible assets 283 226 623 1,132
Private Quoted Real estate &
equity equity infrastructure Total
Kshs'000 Kshs’000 Kshs'000 Kshs'000
Company 31 March 2012
Depreciation and amortisation 1,153 1,922 2,322 5,397
Motor vehicle and equipment 5,672 9,452 11,343 26,467
Intangible assets 413 688 825 1,926
Additions to motor vehicle and equipment 891 1,484 1,781 4,156
Additions to intangible assets 55 92 112 259
The Group’s investments in associates are classified under Private Equity. The movements in associates are highlighted in
note 19.
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

5 Segment information (Continued)
(h) Analysis of income by geographical segments is as below
GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000
1,292,486 Kenya 757,704
(26,282) Uganda
6,109 Others

1,272,313 764,460

Non-current assets by country

GROUP
2013 2012
Kshs'000 Kshs'000

COMPANY

2013
Kshs'000

2,307,581

Investment property

26,467

Motor vehicles and equipment

1,926

Intangible assets

Outside Kenya

1,685,172

Investment property

Motor vehicles and equipment

Centum Investment Company Limited
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

For the year ended 31 March 2013

[ Income

(a) Total investment income

GROUP
2013 2012
Kshs’000

Kshs’000

COMPANY

Note

143,725

Dividends receivable

6,136

Rent income

52,143

Interest receivable

618,737

Gain on disposal of investments

11

Gain on disposal of investment property

356,160

Unrealised gains on investment property

15

44,637

Unrealised gains on corporate bond

22

50,775

Other income

1,272,313

764,460

Income from financial assets:

821,907

Available for sale financial assets

674,947

400,797

At fair value through profit & loss

1,222,704

719,584

49,609

Investment income earned on non-financial assets

1,272,313

764,460

(b)  Dividend income

Associates

53,454

Unquoted investments

90,271

Quoted investments

143,725

404,347

Centum Investment Company Limited
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7 Expenses by nature
(a)  Administrative
GROUP

2012
Kshs’000

2013

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

COMPANY

2013

104,393

Staff costs (Note 9)

13,928

Directors’ fees and expenses

4,194

Audit fees

4,077

Office rent & service charge

5,818

Depreciation & amortisation

15,684

Other administrative costs

148,094

(b) Operating expenses

24,072

AGM & annual report printing

27,198

Business development costs

3,361

Capital raising costs

6,754

Advertising & PR costs

3,391

Share registration costs

4,729

Listing expenses

52,204

Other costs

121,709

8 Finance costs

179,243

Interest on borrowings

Commitment fees

50,629

Forex loss

Bond related expenses

229,872

Centum Investment Company Limited
ANNUAL REPORT AND FINANCIAL STATEMENTS FY 12/13

2012

102,548

136,368

135 |

Shareholder
Information

Management and Business Review  ORewieew

g
2
(a2
=]
c
@©
5]
o
c
@
c
—
]
>
o
(O]

Additional Disclosures




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

9 Employee benefits expense
GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Note Kshs’000 Kshs’000
72,234 Salaries 70,389
14,249 Movement in performance bonus provision
4,947 Retirement benefit scheme contributions
105 National Social Security Fund contributions (NSSF)
(789) Movement in leave pay provision
90,746

5,656 Staff medical expenses
7,991 Other staff welfare costs

104,393 102,548

10 (a) Income tax expense

15,875 Current income tax
28,602 Deferred income tax (Note 13)
Under provision of deferred income
132,793 tax liability in prior year (Note 13)

177,270

(b) Reconciliation of taxation charge to expected
tax based on accounting profit:

1,366,675 Accounting profit before taxation 487,406
410,002 Tax at the applicable rate of 30% 146,222
(461,020) Tax effect of income not taxable (200,453)
95,495 Tax effect of expenses not deductible for tax
132,793 Prior year deferred tax under provision
177,270 41,264

| 1 3 é | Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

(c)  Taxation payable/(recoverable)

GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000
5,114 (2,654) At start of year 5,146 (832)
39,866 15,875 Charge for the year 39,054 15,875
- 1,790 Current income tax receivable written off - -
(25,726) (9,897) Payments during the year (24,705) (9,897)
19,254 5114 At end of year 19,495 5,146
GAINS ON DISPOSAL OF INVESTMENTS
GROUP COMPANY
Cost Proceeds Gain Cost Proceeds Gain
on disposal on disposal
Note Kshs'000 Kshs'000 Kshs’000 Kshs’000 Kshs’000 Kshs’000
31 March 2013
Quoted investments 699,047 974,577 275,530 496,317 708,966 212,649
Unquoted investments 20 8,063 8,063 - 8,063 8,063 -
Associates 19 187,743 1,359,243 1,171,500 187,743 1,359,243 1,171,500
Treasury bonds 22 480,472 529,397 48,925 480,472 529,397 48,925
1,375,325 2,871,280 1,495,955 1,172,595 2,605,669 1,433,074
Reserves released
on disposal
- Quoted investments 21 - - 181,513 - - 145,076
- Associates 19 - - 610,213 - - 1,278,648
Gain/(loss) during the year - - 704,229 - - 9,350
- - 1,495,955 - - 1,433,074
31 March 2012
Quoted investments 1,177,929 1,691,927 513,998 889,731 1,019,819 130,088
Unquoted investment 111,295 111,295 - 111,295 111,295 -
Treasury bonds 3,444,461 3,562,111 117,650 2,793,645 2,887,623 93,978
Corporate bonds 539,188 526,278 (12,910 539,188 526,278 (12,910
5,272,873 5,891,611 618,738 4,333,859 4,545,015 211,156
Comprising;
Reserves released on disposal - - 562,349 - - 127,243
Gain during the year - - 56,389 - - 83,913
- - 618,738 - - 211,156

Centum Investment Company Limited 1 3 7
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

12 Earnings per share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the weighted
average number of ordinary shares in outstanding during the year.

2013 2012
Kshs’000 Kshs’000

Profit attributable to equity holders of the Company 1,189,405

Weighted average number of ordinary shares in issue (thousands) 665,442

Basic earnings per share (Kshs)

13 Deferred income tax

Deferred income tax is calculated using the enacted income tax rate of 30%. The movement on the deferred income tax
account is as follows:

GROUP COMPANY
2013 2012 2013 2012
Kshs'000 Kshs'000 Kshs'000 Kshs’'000

30,443 At start of year
(Charge)/ credit to statement of comprehensive
(161,395) income (Note 10) (25,389)
(28,602) Current year deferred tax (25,389]
(132,793) Under provision of deferred tax in prior year

(130,952) At end of year

Deferred income tax assets and liabilities, and deferred income tax charge/(credit) in the statement of comprehensive income
are attributable to the following items:

Deferred income tax is calculated on all temporary differences under the liability method using the currently enacted tax rate
of 30%.

| 1 3 8 | Centum Investment Company Limited
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13 Deferred income tax

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

The deferred tax asset/ (liability) is attributable to the following items:

GROUP
2013 2012
Kshs’000 Kshs’000

COMPANY
2013 2012
Kshs’000 Kshs’000

5,037

Performance bonus provision

89

Leave pay provision

24

Accelerated capital allowances

Other provisions

(136,102)

Fair value gain on investment property

(130,952)

14 Contingencies

The Company has investments in four of the six bottling companies in Kenya. On 26 October 2012, the bottling companies lost
a case against the Kenya Revenue Authority (KRA) for contested demand for tax arrears, penalties and interest for the period
2006 to 2009 relating to excise tax on returnable containers.

The bottling companies lodged an appeal against the ruling and have in the meantime obtained conservatory orders from the
court maintaining the status quo/staying any adverse action as the notice of appeal is filed. The Directors’ assessment is that
the matter will be resolved amicably with minimal impact to the business of the bottling companies.

Centum Investment Company Limited | ,I 3 9 |
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

For the year ended 31 March 2013

15

16

140

Investment property

GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs'000
At start of year

3,992,754 3,525,578 Valuation - 265,000
128,671 111,016 Additions - -
(270,000) - Transfer out/disposals - (265,000)
1,604,632 356,160 Fair value gains - -

5,456,057 3,992,754

At end of year

The fair value model has been applied for the investment property. The Company commissioned an independent valuer to
determine the fair value of the investment property as at 31 March 2013. The fair value was supported by market evidence.

Motor vehicle and equipment
GROUP COMPANY
Kshs’000 Kshs’000
At 1 April 2011
35,027 Cost 34,963
(8,214) Accumulated depreciation (8,209)
26,813 Net book amount 26,754
Year ended 31 March 2012
26,813 Opening net book amount 26,754
4,156 Additions 4,156
(1,689) Disposals (cost) (1,625)
(4,012) Depreciation charge (4,012)
1,199 Disposals (accumulated depreciation) 1,194
26,467 Closing net book amount 26,467
At 31 March 2012
37,494 Cost 37,494
(11,027) Accumulated depreciation (11,027)
26,467 Net book amount 26,467
Year ended 31 March 2013
26,467 Opening net book amount 26,467
22,594 Additions 22,594
(5,062) Depreciation charge (5,062)
43,999 Closing net book amount 43,999
At 31 March 2013
60,088 Cost 60,088
(16,089) Accumulated depreciation (16,089)
43,999 Net book amount 43,999

Centum Investment Company Limited
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17 Intangible assets

GROUP
2013 2012
Kshs’000 Kshs'000

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

COMPANY

2013
Kshs’000

Cost
6,841 At start of year
259 Additions
(2,559) Disposal
4,541 At end of year
Amortisation
1,437 At start of year
1,811 Charge for the year
(633) Released on disposal- -
2,615 At end of year
1,926 Net book value

Centum Investment Company Limited
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)] |
For the year ended 31 March 2013

18 Investment in subsidiaries (continued)
Fair value movement - Company 2013 2012
Kshs’000 Kshs’000
Opening valuation of subsidiaries
Additions
Disposals*

Fair value gain in subsidiaries

Closing valuation of subsidiaries 1,784,954

Investments in Subsidiaries are classified as non-current assets.

*During the year ended 31 March 2012, Centum’s investment in Pearl Marina Estates Limited was transferred to its subsidiary
Company; Centum Development Limited.

19 Investment in associates
GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000
3,377,305 At start of year 6,230,521
594,037 Share of profits after taxation
(91,117) Share of other comprehensive income -
- Fair value gain 882,934
(280,941) Dividends received
15,266 Acquisitions during the year
- Transfer to unquoted investment (Note 20)
- Disposals at cost (Note 11)
- Reserves released on disposal (Note 11)
3,614,550 At end of year 7,128,721

Associates are accounted for under the equity method in the Group’s financial statements. Under the equity method,
investments in associates are carried in the consolidated statement of financial position at cost plus share of subsequent
profits less any impairment in the value of individual investments.

In November 2012, Centum’s holding in UAP was diluted from 24% to 13%. This was due to an exercise of convertible debt
by some investors in UAP. This resulted in the change from equity accounting of UAP investment to accounting for it as an
investment.

Associates are held at fair value in the Company’s separate financial statements.

Summarised financial information in respect of the associates’ performance are set out overleaf.

Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)]
For the year ended 31 March 2013

Investment in associates (continued)

The Group's share of the results of its principal associates, all of which are unlisted, and its aggregated assets (including
goodwill] and liabilities are as follows:

2013 2012
Country % interest % interest
held held
AON Minet Insurance Brokers Limited Kenya
KWA Holdings Limited Kenya
Nairobi Bottlers Limited Kenya
Longhorn Publishers Limited Kenya
UAP Financial Services Limited Uganda
Almasi Limited
Mount Kenya Bottlers Limited* Kenya
Rift Valley Bottlers Limited* Kenya
UAP Holdings Limited** Kenya
Kisii Bottlers Limited* Kenya

* The three bottlers were consolidated into Almasi Limited during the year.
** UAP Holdings Limited was diluted as a result as result of additional issue of shares during the year hence no longer
classified as an associate.

The Group's share of the results of its principal associates, all of which are unlisted, and its aggregated assets (including
goodwill] and liabilities are as follows:

2013 2012

Kshs’000 Kshs’000

Total assets 30,709,119
Total liabilities (17,276,117)

Net assets 13,433,002

Total revenue 26,565,307

Total profit for the year 1,633,250

Group’s share of associate’s contingent liabilities 765,187

Investments in associates are classified as non-current assets.

Centum Investment Company Limited | 145 |
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

For the year ended 31 March 2013

20 Unquoted investments

GROUP
2013 2012
Kshs’000 Kshs’000
1,338,664 Opening valuation
Movements in the year:
85,240 Additions
(111,295) Disposals
- Transfer in from associates (Note 19)
114,597 Fair value gain
88,542
1,427,206 Closing valuation

Unquoted investments are classified as non current assets

21 Quoted investments

GROUP
2013 2012
Kshs’000 Kshs’000
3,208,611 Opening valuation
Movements in the year:
364,097 Additions
(1,740,278) Disposals
(166,121) Fair value gain
(1,542,302)
1,666,309 Closing valuation

Quoted investments are classified as non current assets.
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COMPANY
2013 2012
Kshs’000 Kshs’000
1,338,664

(111,295)

114,597

1,427,206

COMPANY
2013 2012
Kshs’000 Kshs'000

2,422,116

(1,016,974)
(196,952)

(1,132,576)




| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

22 Corporate bonds at fair value through profit or loss

GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000

Review

539,188 Opening valuation 539,188

Movements in the period:

Management and Business Review

3,879,824 Additions 3,879,824
(3,983,649) Disposals (3,983,649)
44,637 Fair value gain

(59,188) (59,188)
480,000 Closing valuation 480,000 .
=
Corporate bonds are classified as non current assets. o
23 SUBSIDIARY BALANCES %
COMPANY =
2013 2012 é

Kshs’000 Kshs’000

(a) Due from Subsidiaries
Centum BVI Limited
Pearl Marina Estates Limited
Two Rivers Development Limited
eTransact Limited
Uhuru Heights Limited
Centum Exotics Limited
Centum Development Limited
Centum Fund Management
Kilele Holdings Limited

[0}

e

sur

0
0

(]
(b)  Due to Subsidiaries <
Athena Properties Limited =
Centum Asset Managers Limited 2
Centum Development Limited
Rasimu Limited
o =

The balances due to and due from the subsidiaries are interest free and have no specific repayment period.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)] |
For the year ended 31 March 2013

24 Receivables & prepayments

GROUP
2013 2012
Kshs’000 Kshs’000
6,086 Dividends receivable
- Land investment prepayments
23,296 Other receivables & prepayments
6,697 Interest receivable
36,079

The carrying amounts of the receivable and prepayments approximate to their fair values.
25 Cash and cash equivalents

For the purpose of the statement of cash flows cash and cash equivalents comprise;

GROUP
2013 2012
Kshs’000 Kshs’000
310,000 Call deposits (maturing within 90 days)
12,410 Bank balances
322,410

26 BORROWINGS

The borrowings are made up as follows:
Bank Loan

At start of year
Repayment during the year
At end of year

Corporate Bond

At start of year

Issue during the year

Accrued additional interest on Equity linked note
Bond related expenses

Repayment during the year

At end of year

Total borrowings

Centum Investment Company Limited
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COMPANY
2013 2012
Kshs’000 Kshs’000

136,141

155,344

COMPANY
2013 2012
Kshs’000 Kshs’000
310,000
7,340
317,340

GROUP & COMPANY
2013 2012
Kshs’000 Kshs’000

1,000,000

1,000,000
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(a)

(b)

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

Borrowings (continued)

At 31 March 2012 the Group had undrawn committed borrowing facilities amounting to Kshs 1,200,000,000 (2012: Kshs
1,200,000,000). The effective interest rate for long term loan is 16.67% (2012: 20%).

The long term loan facility is secured by a floating charge over all the listed securities.
During the year, the company successfully issued a 5 year bond and raised Kshs 4,167,900,000. This comprised of fixed rate

notes of KShs 2,917,530,000 at an interest rate of 13.5% and equity linked note of Shs 1,250,370,000 at 12.75% with a maximum
upside of 15% on the Company’s Net Asset Value as at 31 March 2012.

Year ended 31 March 2013 Year ended 31 March 2012

SHARE CAPITAL & Number of Ordinary Share Number of Ordinary Share
PREMIUM shares Shares Premium shares shares Premium

Ksh’000 Ksh’000 Ksh’000 Ksh’000 Ksh’000 Ksh'000
Group and
Company
At start of year 665,442 332,721 589,753 604,948 302,474 589,753
Issue of shares - bonus - - - 60,494 30,247 -
At end of year 665,442 332,721 589,753 665,442 332,721 589,753

The total authorised number of ordinary shares is 800,000,000 with a par value of Kshs 0.50 per share 665,441,714 shares
(2012: 665,441,714 shares) are issued and fully paid up.

Reserves

Investment revaluation reserve

The investment revaluation reserve arises on the revaluation of available-for-sale financial assets. Where a revalued financial
asset is sold, the portion of the reserve that relates to that financial asset, and is effectively realised, is reduced from the
investment revaluation reserve and is recognised in profit or loss. Where a revalued financial asset is impaired, the portion of
the reserve that relates to that financial asset is recognised in profit or loss.

Retained earnings

The retained earnings represent amounts available to the shareholders of the Group. Retained earnings are utilised to finance
business activity.

Centum Investment Company Limited 1 49
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

For the year ended 31 March 2013

29 Payables and accruals

GROUP
2013 2012
Kshs’000 Kshs’000

13,398

Sundry payables and accruals

284,280

Settlements in respect of investments

2,173

Leave pay provision

56,105

Performance bonus provision

355,956

The carrying amounts of the payables approximate to their fair values.

30 Unclaimed dividends

For the purpose of the statement of cash flows cash and cash equivalents comprise;

At the beginning of the year

Dividend paid

GROUP
2013 2012
Kshs’000 Kshs’000
35,049
(612)
34,437

At the end of the year

2013
Kshs’000

2013
Kshs’000

COMPANY
2012
Kshs'000

134,078

COMPANY
2012
Kshs’000

Payment of dividends is subject to withholding tax at a rate of either 5% or 10% depending on the residence of the respective
shareholders in the year in which they are declared.

There were no dividends declared in 2012 and 2011. The unclaimed dividends represents dividends declared in prior years but
the some shareholders have never redeemed the dividends to date.
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31

Cash generated from operations

| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2013

GROUP

2013
Note Kshs’000

Reconciliation of profit before income tax to cash generated from operations

Profit before income tax

Adjustments for:

Interest expense 8
Depreciation on motor vehicle and equipment 16
Amortisation of intangible assets 17
Fair value gains on corporate bonds 22
Fair value gains on investment property 15
Loss on disposal of intangible asset

Loss on disposal of motor vehicles and equipment

Gains on disposal of quoted investments 11
Gains on disposal of unquoted investments 11
Gain on disposal of investment property

Gain on disposal of corporate bonds

Share of profit from associates 19
Write-off of tax receivable 10(c)

Changes in working capital

- receivables and prepayments

- payables and accrued expenses

Cash used in operations

Centum Investment Company Limited
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2012
Kshs’000

1,366,675

179,243

(216,890)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)] |
For the year ended 31 March 2013

32 Related party transactions
The Group transacts with companies related to it by virtue of common shareholding and also by virtue of common directors.

The following transactions were carried out with related parties:

GROUP & COMPANY
2013 2012
(i) Purchases of services Kshs'000 Kshs’000

Office rent (paid to entity controlled by a director)
Insurance premiums (paid to an associate)

(ii) Key management compensation

Key managementincludes executive directors and members of senior management. The compensation paid or payable
to key management for employee services is shown below:

GROUP & COMPANY

Salaries
Performance bonus
Retirement benefit scheme contribution

(iii) Directors’ remuneration

Fees for services as a non executive director
Other included in key management compensation above

(iv) Outstanding related party balances

Performance bonus
Transaction fees (due to an associate)

‘ 1 5 2 ‘ Centum Investment Company Limited
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| NOTES TO THE FINANCIAL STATEMENTS (CONTINUED]
For the year ended 31 March 2013

33 COMMITMENTS
(i) Capital commitments

Capital expenditure contracted for at the reporting date but not recognised in the financial statements is as follows:

GROUP & COMPANY
2013 2012
Kshs’000 Kshs’000
Equipment - 823

(ii) Operating lease commitments

At the end of the reporting year, the Group had outstanding lease commitments under lease obligations which fall due

as follows;
GROUP & COMPANY
2013 2012
Kshs’000 Kshs'000
Within one year 3,648 3,648
Within the second to fourth years inclusive 1,671 5,319 u
st
5,319 8,967 T £
E o
]
E9
22
4+ L
D
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |
For the year ended 31 March 2013

34 Financial instruments by category

(a)

Financial assets

GROUP COMPANY
2013 2012 2013 2012
Kshs’000 Kshs’000 Kshs’000 Kshs’000
480,000 At fair value through profit or loss
358,789 Loans and receivables
3,093,515 Available for sale 11,630,421
3,932,304 15,687,885
Fair value through profit or loss
480,000 Corporate bonds
Loans and receivables:
36,079 Receivables 155,344
310,000 Deposits
12,710 Cash and cash equivalents
- Due from subsidiary Companies 3,104,780
358,789
Available for sale:
- Investment in subsidiaries
- Investment in associates
1,427,206 Unquoted investments
1,666,309 Quoted investments 1,289,540
3,093,515 11,630,421

(b)

Financial liabilities

Allthe Group’'s financial liabilities are measured at amortised cost. The carrying value of the Group’s and the Company’s
financial liabilities at the end of 2013 and 2012 is shown on note 4(b).
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ADDITIONAL DISCLOSURE |

Strategic Highlights

1. We have grown shareholder wealth by Kshs 10.25

billion in 48 months

Kshs. Bn

3.

100%
90% -
80% -
70%
60%
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30%
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2. Our portfolio outside Kenya increased from less than 1%
in 2010 to 19% in 2013

Kshs Bn

18% ;
16% /
14% /
10% /
8% /
6% /
4%
2% /
7

2009 2010 201 2012 2013

We have grown assets under management to 21.7 billion
from 6 billion in 2009
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Real Estate
M Private Equity



Historical Performance

Company’s Five Year Financial Review

| ADDITIONAL DISCLOSURE

Statement of financial Position
2013 2012 2011 2010 2009
Kshs‘000 Kshs‘000 Kshs’000 Kshs‘000 Kshs‘000
Investment property 3,993 3,525 - -
Investment in associates 7,129 6,231 4,240 2,273
Unquoted investments 1,427 1,339 1,251 1,213
Quoted investments 1,290 2,422 2,081 2,305
Bonds at fair value 480 539 505 -
Other assets 1,402 948 1,763 507
Total assets 15,721 15,004 9,840 6,397
Shareholder funds 13,685 12,552 9,157 5,859
Liabilities 2,036 2,451 683 538
Equity and Liabilities 15,721 15,004 9,840 6,397
Statement of Comprehensive Income
Income 764 1,685 1,121 506
Expenses (277) (446) (246) (407)
Profit before tax 487 1,239 875 99
Tax (41) (2) 13 (11) -
Profit for year 446 1,237 888 88 %
Other comprehensive income/(loss) 687 2,158 2,409 (3,068) £
Total comprehensive income/(loss) 1,133 3,395 3,297 (2,980) =
>
Key Performance Indicators :%
&
2012 2011 2010 2009
Return on Equity 9% 37% 56% -33%
Earnings per share 1.79 3.44 1.64 2.1
Net asset value per share 20.6 18.9 13.8 8.9
Gearing 5% 16% - 3%
Price to book value per share 0.6 1 1.03 1.06
Cost efficiency 1.6% 2.0% 2.2% 2.0%

Centum Investment Company Limited
ANNUAL REPORT AND FINANCIAL STATEMENTS FY 12/13

C
o
)
o
<
)
C
©
<
wn

157 |

Overview

Management and Business Review

Governance and Risk

& Financial Statements

=
o
=
©
s
C
o
&2
=




Historical Performance

Restated Cash Flow Statements conforming with Centum’s Business Model

Internally generated cash flows:

Dividend income

Rent income

Interest income

Other income

Proceeds from disposal of investments

Operating outflows:

Operating & Administrative expenses

Taxes paid

Net Internally generated funds

Investing activities:

Investments

Investment in motor vehicle & equipment

Financing activities:

Net proceeds from borrowings

Loan repayment

Dividends paid to Company’s shareholders

Interest paid

Net increase/(decrease) in cash

Movement in cash and cash equivalents

At start of year

Increase/(decrease)

Exchange losses on cash equivalents

At end of year

| 1 5 8 | Centum Investment Company Limited
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2013 2012 2011 2010 2009
Kshs‘000 Kshs‘000 Kshs‘000 Kshs'000 Kshs‘000
430,892 410,222 407,957 456,246
6,136 6,276 2,259 120
45,446 77,950 6,022 3,224
31,172 55,099 45,551 93,037
6,105,779 1,799,547 1,271,422 203,191
6,619,425 2,349,094 1,733,211 755,818
(299,181) (302,784) (197,999) (184,554)
(9,897) (2,591) (603) (4,416)
(309,078) (305,375) (198,602) (188,970)
6,310,347 2,043,719 1,534,609 566,848
(4,769,396) (4,240,959) (920,632) (625,373)
(4,303) (26,944) (10,000) 104
(4,773,699) (4,267,903) (930,632) (625,269)
- 1,000,000 - -

(612) (1,392) (5,728) (215,479)
(229,872) (147,914) (44,758) (13,705)
(230,484) 850,694 (50,486) (229,184)
1,306,164 (1,373,490) 553,491 (287,605)
(981,204) 393,641 (159,850) 127,755
1,306,164 (1,373,490) 553,491 (287,605)
(2,550) (1,355) - -
322,410 (981,204) 393,641 (159,850)
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Bond covenants

Overview

The following ratios are to be used by the notes trustee over the period the bonds will be outstanding

Ratio 2013 2012 2011 2010 2009 Covenant
Interest Service & coverage 4.7:1 27.45:1 13.2:1 32.7:1 43.6:1 1.5:1
Net Debt to Equity ratio 0.4:2 0.1:2 0.32:2 N/a 0.05:2 =<1:2

Management and Business Review

Interest service & coverage | This is the ratio of the Group’s internally generated cash flows to Internally generated cash flows
the finance costs Finance costs

Net Debt to Equity ratio This is the ratio of Net debt (Outstanding debt less cash & cash Net Debt
equivalents) to the Company’s NAV Company’s NAV

Governance and Risk

NSE STATISTICS

2013 2012 2011 2010 2009 5 é
Share Price E FEj
High for the year 19.75* 26.00 19.90 30.00 g Z
Low for the year 10.75 12.00 8.00 8.50 }§
31st March 13.05 21.50 15.60 10.25 % §
NSE Index 3,367 4,855 2,805 4,073 o g
Shares Traded
Number of shares 51,979,370 52,084,700 20,445,143 39,774,235
Value of shares traded (Kshs millions) 896 1,096 247 863
Turnover of shares traded as a percentage of
issued share capital 1M% 9% 4% 7%
No. of shares (at beginning) 604,947,013 549,951,830 549,951,830 549,951,830
No. of shares (at end) 665,441,714 604,947,013 549,951,830 549,951,830
Weighted average 630,153,138 572,866,490 549,951,830 549,951,830
Market Capitalisation as at 31st March (Kshs millions) 8,223 12,317 8,579 5,637

* Adjusted for Bonus Effect. Books closure date for bonus was 22-July-11
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SHAREHOLDER INFORMATION

To Register for Electronic Communications

If you would prefer to receive shareholder communications electronically in the future including annual reports and notices of meetings,
please visit our Registrar’s website www.sharepoweronline.com and follow the instructions to register.

For Investor Relations Information and General Enquiries:
Please visit www.centum.co.ke on the investor relations page

Digital Communication
To Register for Electronic Communications
If you would prefer to receive shareholder communications electronically in the future including annual reports and notices of
meetings, please visit our Registrar’s website www.sharepoweronline.com and follow the instructions to register.

Half Yearly Reports Online
The 2013 half yearly information will only be available online. Please register on our website www.centum.co.ke to ensure you are

notified when it becomes available.

For Investor Relations Information and General Enquiries
Please visit www.centum.co.ke on the investor relations page

How to access the Financial Report in 5 easy steps from our website

- e —

L+ (f\__umﬁ'\-nm:-ml- ) StEp ‘] w5l e
¢ Puverties | g LD Pore e = vl @ E

) Arruidl Regents 5o e bege s Safey s Teste e "

ANNUAL REPORTS

O dneEl o

EVENTS

Recent svents

Shareholder
Information

Step 1: Open your internet browser and type www.centum.co.ke
Step 2: Click on Investor Relations link as shown on the web page
Step 3: Click on Financial Reports

Step 4: Select the Financial Year

Step 5: You can either read the report online or download the report

IR e Petier Lo Soifrhs iy
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MAP TO TWO RIVERS

haton

Mairobi CBD {14.2Km)
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Proxy Form

I/We

Share A/c No

Of (address)

Being a member(s] of Centum Investment Company
Limited, hereby appoint

Fomu ya Uakilishi

Mimi/Sisi

Nambariya akauntiya hisa

Anwani

kama mwanahisa/wanahisa wa Centum Investment
Company Limited, namteua/tunamteua

or failing him/her the duly appointed Chairman of the Meeting
to be my/our proxy, to vote for me/us and on my/our behalf at
the 46th Annual General Meeting of the Company, to be held on
Friday, 18 October 2013 at Two Rivers, Limuru Road, Nairobi at
11.00 a.m. and at any adjournment thereof.

I/We direct the Proxy to vote for /against the resolution(s) as
indicated on the back of this Proxy Form.

As witness |/We lay my/our hand(s) this day of
2013.

Signature(s)

Notes:

1. This proxy form is to be delivered to the Secretary’'s
office not later than 11.00 a.m. on Thursday, 17
September 2013.

2. In the case of a Corporation, the proxy must be under
the Common Seal or under the hand of an Officer or
Attorney duly authorized.

3. Thereisaform provided to each shareholder to be used
for voting for or against or to withhold your vote on the
resolutions. If neither for nor against is struck out or
your vote is not withheld you will be deemed to have
authorised the Proxy to vote as they think fit.

4. Please note that voting will only take place if a poll is
demanded at the meeting in accordance with sections
137 and 138 of the Companies Act

na akikosa, nateua/tunamteua Mwenyekiti wa Mkutano kama
mwakilishi wangu/wetu, kupiga kura kwa niaba yangu/yetu
kwenye Mkutano Mkuu wa Mwaka Makala ya 46 utaofanyika
ljumaa, 18 Oktoba 2013 katika Two Rivers, Limuru Road,
Nairobi 10.00 a.m. ama siku yoyote ile endapo mkutano hua
utahirishwa.

Mimi/sisi ninamuagiza/tunamuagiza mwakilishi kupiga kura
kuunga mkono/dhidi ya/kuzuia kura kwa maamuzi kama
ilivyoelekezwa katika sehemu ya nyuma ya fomu hii.

Sahihi hii/hizi imewekwa/zimewekwa Tarehe
2013.

I

Sahihi

Maelezo:

1. Nilazima fomu hii ya uwakilishi ijazwe kikamilifu na
kufikishwa kwa Katibu wa Kampuni kabla ya 11.00
a.m. Alhamisi,17 Oktoba, 2013.

2. lwapo mteuaji ni shirika, fomu hii ya uwakilishi ni
lazima ipigwe muhuri wa kampuni hiyo na walio
idhinishwa.

3. Kuna fomu ya upigaji kura ambayo inafaa kutimika
kuunga mkono/dhidi ya/kuizuia kura yako. lkiwa
maamuzi yakuunda mkono ama dhidi ya ama kuzuia
kura yako haijaelekezwa katika fomu ya upigaji kura
basi itaeleweka kwamba umemuidhinisha muwakilishi
wako kupiga kura kama anavyofikiria.

4. Upigaji kura utafanyika iwapo kura ititishwa
katikamkutano ikiambatana na kifungu 137 na 138 ya
Sheria za Kampuni (Cap 486).

The Company Secretary
Centum Investment Company Limited
International House, 5th Floor, Mama Ngina Street
P 0 Box 10518, 00100
Nairobi, Kenya
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Voting Form

46TH MEMBERS’ ANNUAL GENERAL MEETING
FRIDAY 18 OCTOBER, 2013, NAIROBI AT 11.00 AM.

VOTING BY POLL / UPIGAJI KURA

SHAREHOLDER OR PROXY HOLDER

NAMES e et e R e s R R R LR R R

(MAJINA KAMILIYA MWENYEHISA)

ADDRESS .ttt b b hh e es £t £ et eh LR ee £t e e Sh R eh SR eER £ bR £ 4R £ b e R £ eR £ e bR £ R £ b e R £ e R £ e bR £ R e b e R R bRt h bt b ettt

(ANWANI:SLP)

FULL NAMES OF PROXY IF APPLICABLE ...t e

(MAJINA KAMILI YA MWAKILISHI KAMA YATAKIKANA)

SHAREHOLDERS ACCOUNT NO....oii it s s s 0 e h e e e et e e

(NAMBARI YAKO KATIKA ORODHA YA WANAHISA)

TOTAL NUMBER OF SHARES. ... oottt ettt ettt h s 42842224444 e ot et e 4 e e h 2 oot 44 e e h e e et e b e e bt e et et e eh e ea b e bt eh e et et e ehe et e ebeebe et e e s

(JUMLA YA HISA UNAZOMILIKI)

NOTES

1. Print your full name as the registered shareholder or proxy holder in block capitals. If there are more than one registered shareholder only

one may vote.
2. Write in figures the number of shares held.

3. Place anXin the box opposite the name of the candidate to show who you are voting for and against. There are only four vacancies for election

to the Board of Directors.
4. Please sign in the space provided.

5. Please place your ballot paper in the ballot boxes provided as you leave the meeting.

FOR OFFICIAL USE ONLY:
SHAREHOLDING VERIFIED (REGISTRARS)

VERIFICATION AND SIGN-OFF (AUDITORS)

SIGNED

NB: IN THE EVENT THAT THIS FORM IS INCOMPLETE OR INCORRECTLY COMPLETED IN EVERY RESPECT IT WILL BE TREATED AS SPOILED AND

WILL NOT BE COUNTED
FOR AGAINST VOTE
WITHHELD Agenda No.
Agenda No. ORDINARY RESOLUTION 4(i)
3(i) To adopt and approve the
accounts for the year ended | | | | |
31 March 2013

ORDINARY RESOLUTION (ii)
3 (i) To approve the directors
remuneration for the year | | | | | |
ended 31 March 2013

ORDINARY RESOLUTION (iii)
3 (iii) To re-elect the following
directors retiring by rotation:l | | | | |
(a) Mr M Mwangi

(b) Principal Secretary | | | | | | (iv)
Ministry of Trade

ORDINARY RESOLUTION

3 (iv) To approve the re-appointment | | | | | |
PricewaterhouseCoopers as the
Company auditors

(iv)

(iv)

Centum Investment Company Limited
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FOR AGAINST

ORDINARY RESOLUTION
To approve establishment

VOTE
WITHHELD

of Centum Asset Managers
Limited. |

ORDINARY RESOLUTION
To approve the incorpora-
tion of Centum Shared

Services Company Limited |

ORDINARY RESOLUTION
To approve the acquisition

of 79.17% shareholding
in Kilele Holdings Limited |

ORDINARY RESOLUTION
To approve incorporation of

Two Rivers Development
Zones Limited in Mauritius |

ORDINARY RESOLUTION

To approve the incorporation |
of Mvuke Power Limited

ORDINARY RESOLUTION
To approve the incorporation

of Liberty Beverages Limited



CENTUM

We are a preferred
partner because of
our unique approach...

At Centum, our business is investing. We
selectively deploy our capital and private
equity skills to opportunities that we believe
will generate attractive returns to our
shareholders.

We look for opportunities in private equity,
quoted private equity and real estate. We seek
companies whose products and services are
targeted to the growing domestic and regional
consumer demand, and have a distinct and
sustainable competitive advantage. We seek
to build a partnership with our portfolio
companies: we believe that a constructive and
collaborative relationship with management
of our portfolio companies as experts in their
business, and we as providers of capital and
private equity skills is the best way to engage
our portfolio companies and create maximum
value.

While we are flexible with respect to economic
interest, we are keen to have either an outright
controlling or a minority stake with significant
governance rights with a view to influencing
key issues that ultimately impact ability to
reate value.

...are you interested?
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