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J «7S FOR THE YEAR ENDED 30 SEPTENMBES 2005

. Annual General Meeting

— Iy Eighth Annual General meeting of The Siandard Greup Limited wil be
2id at The Norfolk Hotel, Narrooi on Thursday 13th April 2006 at 11.00 amto
1+ transact the following business:

AGENDA

1. To corfirm the minutes ¢f the 871 Annual General Mesting helc on 4th Aoril 2005,

2. Matters arising therafrom

®

Brisf on the balance shest reszucturing

4. Toraceive and consider the audited financial statements for the year encad 30in

September 2005 together with the Chairman's statement, report of the Cirectors
and the Auctors' report thereon.

5. To approve payment of dividend to the nolcars of 8% Preferenca shares for the year
ended 30th September 2005.

6. Tore-elect Directers. and approve tneir remuneration for the year ended 30t
September 2005. In accordance with artclie 89 of the Comoany's Articles ¢
Asscciation, Mr. Ben Cheokoit retire by rotetion and being e'gitle offer himself for
re-election.

7. Appointment of Executve Directors to the Beara in acceraance with Artice 7G of the
Company’s Articles of Asscciation

citt2 & Touche will centinue in office in

. Tonote that the oresent auctcs Messrs Del
accordance with & n 1592} of the Companies Act Cap 486 and to authorize
the Diractors tc fix their remuneration.

w

9. To transact any other business that may be 'aga'y transacted at the meeting
By Order of the Board

Nelly Matheka
Company Secretary
Date: 17th February 2006

Note: A me~oer entitiad to atterd and vote at the above meeting is ertitied to apooin:
a proxy to attend and vote. If the member is a corporaton, tha proxy shal be acpointec
in accordance with articles of the company or reorasentec in accordance with Aricle €3
of the Company’s Act. Such a proxy neec not be a memider.

A proxy form is attacned herewith, and if used, shall be deposited with the Company
Secretary not later than 48 hours before the time apocinted for ho'ding the meeting.

i
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ANNLAL REPORT AND ACCOUNTS FOR THE YEAR ENDED 30 SEPTEMBER 200§

Corporate govemance and social responsibiity (continued)

Finance and Strategy Committee

This committee is cnairac oy the Deputy Cnairman anc Stategy Adviscr and is charged
with the responsibllity of strategic reorientation anc transfcrmatior of the Group coeratons
to acheve a positive impact. t meets on a regular dasis to review the Group's financial
peromance and pregress of implementaticn of the strategic plan.

Management Committee

Waekly senicr management meatings ars 2iso held to monitor and deal with srategic anc
operational issues and 1o improve communicaticn ard co-crainaton wihin the varicus
business processes. The mestings also raview the Group's performance and orogress of
mplementaticn of the strategc olans.

Corporate Govemanca within the Standard Group is & centinucus process and the board
will from time to ime be restructured to address any issues tnat come up.

PLANNING AND CONTROL

There is a comprehensive managemen: cycle system hat inclucas the long term strategic
pan, medurm term performance improvement plan and the oudgets. The strategic plan
cves the group 'ong-term direction while the performance plan enatles management to
focus onkey acticns to achieva its strategy. The budget or annua ousiness panis approvec
by the Board each year and must be consistent witn the strategic and performance pan.
At every board meeting, management accounts containing actual versus oucgeted results
are revewed by the board, These monthly managemenrt acceunts analyse anc exglan
variances against the plen and report cn key firancial inc cators.

Thers is a clearty defined organizatonal structure within whicn individual responsit ties
are identifiec in relation to intemz controls, The structure is complemented by policies and
management operate the business in compliance with these policies. The oolicies include
guicelines for authorization and approval of revenJe anc capital expendiure

The group has defined procedures and centrels, including information systams contols
to ensure the reporting of complets and accurate accounting informatdon. These cover
systems for obtaining authority “or major transactions and for ensuring compliance with
laws and regulations that have significart financial impications. Procedures are also
in place to ensure that the asses are subject to proper ohysical controls and that the
business remains appropratey stuctured to ensure adequate segregation cf duties

CORPORATE SOCIAL RESPONSIBILITY

We are committed to ensuring that our Group operates within the hignest stendards of
orofessionalsm - pursuing cur strategy of sustainaole profitatle growth while showing
awareness ¢f erwvironmental anc stakeholder issuss. We ensure that our business
resoects the public inerest &t all levels

The Grouo takes corperate social responsitiity very sericusly. This is best ilustrated oy
the varicus activities that we have been involved in during the year 2s cutined in the
Chairman's statement. We ensure that our staff are competitively remuneratec, give them
every oppcrtunity to contribute and develoo their own ta'ents ina conducive ard challenging
wiork ervironment, as well as delivering an equitable relum to our shareholders
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Chaiman'’s Statement (continued)

The other imoporiart senior managemant zppoinimerts are these of Kwendo Opange as
Group Edicrial Director, John Opivo 25 Group Technical anc Breadcasting Director anc Paul
Wanyagah as Group Commercial ana Business Development Directer. In a further effort tc
strengthen the Board and expand the range as well &s diversity of expertise, we preocse the
appontment of mora executive diractors to the Board. As a mecia hcuss, we recognise the
unigue ¢ rcumstances that reguires a balanced ocard struciure composition where executve
diractors are mere than the ncn-executive directcrs to preserve the editorial indepencence
and hedge against the rs< of potental interference

In an effcrt to ensure continued atiraction anc retenticn of diverse aexpertise the core
management ¢f the group has beenr rec-ganised, which involved additional aopointrents
being made, ccupled with the refnement ¢ divisions anc department responsibilites.

During the year, one of our long-serving Directers, Mr John Macaulay ret-ed. | would ke to
recogrise and thank Mr Macaulay for his invaluakle and pesitive contribution to the Boara and
wish him well n nis future enceavours

Strategic Initiatives and Balance Sheet Restructuring

During the yeer, the Boarc sstablished a Fnance and Strategy Committes, whicn is chaired
oy the Deputy Charman and Strategy Advisor. The committee serves &s an invaluaole pillar
fcr strategic recrientaton ard transformaticn of the group operations. A key initiative during
the year was a stratagic and oparatons effciency audit of all the co™pany’s operations by
the Deputy Chairman ard Strategy Acvisor. The audit came up with very usefu findngs ard
recommendaticns covering all aspects ¢f the business, resulting in & comprenensive action
plan. The plan is now beirg implemerted in an effort 1¢ ocrsolidate the Group's retum to
profitability and assure its competitiveness,

A significant propesal that the Board is studying anc which shareholders are invited to note
is a further balance sheet restructurng that would transforn Standard Group Limited, the
holdng company. into the main tradirg ccmoany for the print part of the busiress. The
envisaged changes will focus on the Stancard Limited and will not affect Baraza Limitaq,
which is the broadcastng part of the opusiness. The proposed balance shest restructuring
would nct affect in any way the shareholders’ postion in the group o the benefcial interest of
the holding company. The restructuring 's aimed pure'y at strengthen ng all snareholders value
and postionirg the group to be i a positior to pay the mucn anticioated dvidend sconer
rathe than later. Acual detals of the proposec restucturing will be proviced later.

Corporate Social Responsibility

We are commitad 10 ensurng that oL~ Group operates within the nighest standarcs of
orofessionalism in pursuing our srategy of sustainable growth wnilst oeing a socialy
responsible corporate citizen. Our vision on sustaingkle developmen s to be seen as a good
neignkour and an ervironmentally and sccially responsible corporate entity. Our business,
therefore, must respec: the public interest at all levels anc we shall continue o play our part
in this quest.

It is aganst this oackground that the Group regularly participates in Corporate Social
Responsioility actvities. We contributed close to Ksns. 10 million werth of space and airtime
to various activities. Some of the more notakle ones were:

1. Famire Relief: We launcned a famine reief fund n response ¢ calls from the public In
Saprember 2005, we nvited the Vice-Prasident to ag ¢ a consignment of fcod bougnt
from the Group's famne relief fund contributions of Kshs 3 millon to Tur<ana, Marsabit
anc Kg ado. This consignment benefted over 3,000 children and 2,100 hcuseholds
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Report of the Directors

T he drectors present the - report and the audited dnanc al statemerts for the year
ended 30 September 2C05.

1. Principal Activity

The principal ectviies ¢ the group are the publishing of “East African Standard”
(cnanged to "The Standard"” s rom Ociooer 2004) anc “Tne Suncay Stancard”

wspapers, distributon of selectec local and Intermational newspapars, magzzines anc
periodica’s and televsicn broadcasting under the rams of KTN.

2. Group Results

Shs "000
Profit oefore taxation 118,051
Taxation charge (45 .063)
Profi- after taxaticr 72,688
Minorty intarest 6,580

Net profit “or the vee transferred tc revenue resarves

3. Dividend

The directers do not recommend the paymen: of a cvidend in respect of the year ended

3C September 2005 (2C04 - Nil),
4, Directors
The present membership of the dirsctors is sat cut on page 4.

Mr lan Femandes resigred as a director on 1 January 2005 wnile A Macauley resicnad
&s adrector cn 26 April 2008.

Vr Paul Melly was appointec &z a diractor on 4 April 2008,

5. Auditors

Deleitte & Touche were appointed on 4 Apdl 20C5 and having exprassed their w lling-
ness, continue in cffica in accordancs with section 5821 of the Cormpanies Act

BY CRDER OF THE BOARD

Nelly Matheka

Secretary
Date: 2S Decemper 2008
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Paul Melly

‘ ATION, BANKING, TOURISS
Group Deputy Chairman and Strategy Advisor "

Chris Kisire
Group Finance and Administration Directer

Date: 29 December 2005



THE STANDARD GROUP LIMITED
ANNUAL REPCRT AND ;.ccour(ts FOR THE YEAR ENDED 30 SEPTEMBER 2005 :‘

Independent Auditors’ Report to Members

We have audited the financal statements on pages 17 to 42 for the year ended 30 September 2005 and have ootained all the
information and explanations which, to the oest of cur knowledge and belief, were necassary “or the purposes of our audit.

Respective responsibilities of directors and auditors

As described cn page 15, the directors are responsibie for the preparation of the financial statements. Our respons oility is to exprass
an cpinicn on those financizl statements oased on our audit,

Basis of opinion

We conducted our audit in accordance with Intemational Standards on Aucting. Those stancards recuire that we olan and pe~om
the aucit 1o cbtain reascnable assurance as to whether the financial statements are fres of material misstatement. An audit includss
examining, on & test basis, evidence supportng the amounts and disclosures in the inancal starements, assessing the accounting
princ ples used and signficant estimates made by the directors, anc evaluating the overall financia statemen: prasentaton. We be iava
that our audit provices z reasonable basis for cur cpinion.

Opinion

In cur opinicn:

(a) proper books of account have been kept oy the company and the company’s balancs shaet s in agreement therewih

(o) the financial statements give a true and fair view of the state of affairs of the company ard the Group at 30 Saprember 2005 and

of the profit and cash lows of the Group for the year then enced in accordance with Imemational Financial Reporting Standards and
comply with the Kenyan Companies Act.

Deloitte and Touche

Date: 2 Dacember 2005
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IO UINU N M O Mment

2005 2004

Note Sh'000 Sh'000

Revenue 1,987,670 1,762,993
Direct Costs (811,983) (696,812)
Gross profit 1,175,687 1,066,181
Selling and Distribution Costs (178,143) (135,640)
Administration Expenses (852,431) (756,396)
Other income 9,491 14,289
Re-organisation costs 4 - (31,797)
Operating profit 5 154,604 156,637
Finance Costs inet) [ (36,553) (33,993)
Profit before tax 118,051 122,644
Taxation Charge 7 (45,063) (29,867)
Profit after tax 72,988 92,777
Minarity interest 16 (6,580) (14,987)
Net profit for the year attributable to shareholders 8 66,408 - 77,790
Earnings per Share - Basic/diluted 9 1.01 1.19
Dividend per Share NIL NIL




ACCOUNTS FOR THE YEAR ENDED 30 SEPTEMBES 2005

idated Balar

ASSETS

Non current assets

Property, plant and equipment

Investment
Deferred tax asset

Current assets

Inventories

Trade and other receivables
Taxation recoverable

Bank and cash balances

Total assets

EQUITY AND LIABILITIES
Capital and reserves
Share capital

Share premium

Revenue deficit

Shareholders equity
Minority interest

Non current liabilities
Due to related parties
Deferred tax liability
Borrowings

Current liabilities
Payables

Borrowings

Due to related parties
Taxation payable

Total equity and liabilities

I

-
\

T

N

THE STANDARD GROUP LIMITED

1EC1

Note

10
11
12

13
14

16

i
/

12
18
19

17

2005
Sh'000

390,844
630
30,193
421,667

134,806
385,218

39,873
559,897

981,564

325,769
44,473
(126,443)

243,799
118,814

84,000
2,335

86,335

291,981
137,910
73,961

28,764
532,616

981,564

2004
Sh'000

391,762
630

42,463
434,855

209,626
293,316
5,737
32,208

540,887

975,742

325,769
44,473

(192,851)
177,391
112,234

37,000
3,471
14,268

54,739

352,773
200,123
78,482

631,378
975,742

The financial statements on pages 17 to 42 were approved by the board of directors on 29 December 2005 and were signed on its behalif by:

Paul Melly

Group Deputy Chairman and Strategy Advisor

Chris Kisire
Group Finance and Administration Director




THE STANDARD GROUP LIMITED

Note 2005 2004
Sh'000 Sh'000
ASSETS
Non current assets
Investments 11 4,122 4,122
Current assels
Trade and ather receivables 14 1,234 1,071
Bank and cash balances 18,828 18,884
20,062 19,955
Total assets 24,184 24,077
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 15 325,769 325,769
Share premium 44,473 44,473
Revenue - deficit (381,379) (373,654)
Shareholders equity (11,137) 3,412)
Current liabilities
Due to related parties 17 29,288 14,664
Payables 19 6,033 12,825
35,321 27,489
Total equity and liabilities 24,184 24,077

The financial statements on pages 17 to 42 were approved by the baard of directors on 29 December 2005 and were signed on its behalf by:

Paul Melly Chris Kisire
Group Deputy Chairman and Strategy Advisor Group Finance and Administration Director

The notes set out on pages 22 to 42 form an integral part of these financial statements.

{193



THE STANDARD GROUP LIMIT

ANMUAL REFCRT ANC AGCCUNTS FOR THE YEAR ENDED 30 SEPTEMBER 2005 ..

Consolidated and Company Statement of changes in equity

Revenue

Share Share reserve/

capital premium (deficit) Total

Sh’000 Sh'000 Sh'000 Sh'000
GROUP
At 1 October 2003 325,769 44,473 (270,641) 99,601
Net profit for the year = = 77.790 77,790
At 30 September 2004 325,769 44,473 (192,851) 177,391
At 1 October 2004 325,769 44,473 (192.851) 177,391
Net profit for the year - - 66,408 66,408
At 30 September 2005 325,769 44,473 (126,443) 243,799
COMPANY
At 1 October 2003 325,769 44,473 (364,167) 6,075
Net profit for the year - - (9,487) (9,487)
At 30 September 2004 325,769 44,473 (373,654) (3,412)
At 1 October 2004 325,769 44,473 (373,654) 3,412)
Net loss for the year - - (7,725) {7,725)
At 30 September 2005 325,769 44,473 (381,379) (11,137)

—_— —_— —_—

The notes set out on pages 22 to 42 form an integral part of these financial statements,
20




THE STANDARD GROUP LIMITED

el e e G
Consolidated Cash Flow Statement

Note 2005 2004
Sh'000 Sh'000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 20(a) 213,906 137,150
Interest paid (40,632) (32,617)
Interest received 150 154
Tax refund 572 -
Net cash generated from operating activities 173,996 104,687
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (96,183) (224,319)
Proceeds from sale of property, plant and equipment 6,333 3,965
Net cash used in investing activities (89,850) (220,354)
CASH FLOWS FROM FINANCING ACTIVITIES
Loans repayment (18,279) (62,280)
Loan received - 54,766
Net cash (used in) financing activities (18,279) (7,514)
NET INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS 65,867 (123,181)
CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE YEAR (162,462) (39,281)
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 20(b) (96,595) (162,462)
—_—

The notes set out on pages 22 to 42 form an integral part of these financial statements.
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THE STANDARD GROUP LIMITE

ANNUAL REPORT AND ACCOUNT

TEMB

S FOR THE YEAR ENDED 30 SE

S to the Financial Statements

1. ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Financial
Reporting Standards. The principal accounting policies adopted which are set out below
remain unchanged from the previous year.

(a) Basis of accounting
The financial statements have been prepared under the historical cost convention,
(b) Basis of consalidation

Subsidiary undertakings, being those companies in which the Group either directly or indirectly
has an interest of more than 50% of the voting rights or otherwise has power to exercise
control over the operations, have been consolidated. Subsidiaries are consolidated from the
date on which effective control is transferred to the Group and are no longer consolidated as
from the date of disposal. All inter company balances and unrealised surpluses and deficits
on transactions with the subsidiary company have been eliminated.

The consolidated financial statements incorporate the financial statements of the company
and its subsidiaries, The Standard Limited, Baraza Limtied and Agency Sales and Promotion
Limited, all made upto 30 September. Kenya Television Network Limited (in receivership) has
not been consolidated as, in the opinion of the directors, control is intended to be temporary
as the subsidiary is held with a view to subsequent disposal.

(¢) Revenue recognition

Revenue from sale of newspapers and magazines is recognised upon delivery of goods to
customers and when title has passed to customers. Advertisement revenue is recognised
when advertisements are published in the newspaper or aired on television. All revenue is
stated net of VAT and discounts.

Interest income is recognised as it accrues, unless its collectibility is in doubt.

Other income is recognised on accrual basis.

(d) Taxation

Tax on the profit or loss for the year comprises current tax and the change in deferred tax.

Current taxation is provided on the basis of the results for the year, as shown in the financial
statements, adjusted in accordance with tax legislation.

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

(e) Property, plant and equipment

ltems of property, plant and equipment are stated at historical cost less accumulated
depreciation and impairment losses.

(f) Depreciation

Depreciation on property, plant and equipment is calculated to write off the cost in equal
annual instalments over their expected useful lives. The annual rates used are:

B Plant and machinery 10%

W Motor vehicles 25%

B Furniture, fittings and equipment 10% - 33 1/3%

L]




1. ACCOUNTING POLICIES (Continued

(g) Leases

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

Rentals payable under operating leases are amortised
on the straight line basis over the term of the relevant
ease,

(h) Impairment

At each balance sheet date, the group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that thase
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount.of the asset
is estimated in order to determine the extent of the
impairment loss. Where it's 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.

(i) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost comprises direct materials
and where applicable, direct labour costs and the
overheads incurred in bringing the inventories to

THE STANDARD GROUP LIMITED

their present location and condition. Costs of direct
materials are determined on the first-in first-out
basis while those of general consumable stores are
determined on the weighted average cost basis. Net
realisable value represents the estimated selling price
less the estimated cost to completion and costs to be
incurred in marketing, selling and distribution.

(j) Currency translations

Assets and liabilities that are denominated in foreign
currencies are translated into Kenya shillings at the
rates of exchange ruling on the balance sheet date.
Transactions during the vear, which are expressed in
foreign currencies, are translated at the rates ruling
on the dates of the transactions. Gains and losses on
exchange are dealt with in the income statement

(k) Financial instruments

Financial assets and financial liabilities are recognised
in the Group’s balance sheet when the Group
becomes a party to the contractual provisions of the
instrument.

Trade receivables

Trade receivables are stated at their nominal value
as reduced by appropriate allowances for estimated
rrecoverable amounts

Investments

Investments are recognised on a trade date basis and
are initially measured at cost, including transaction
costs. Quoted investments and unit trusts are stated at
market value. Changes in their carrying amounts are
dealt with in the income statement.
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ANNUAL REPCORT AND ACCOUNTS FOR THE YEAR ENDED 30 SEPTEMBER 2008

1. ACCOUNTING POLICIES (Continued)

(k) Financial instruments (Continued)

Trade payables
Trade payables are stated at their nominal value.

Treasury bills

Treasury bills are stated at redemption value less unearned
discounts on purchase. Discounts on purchase are
recognised to income over the period to maturity of the
related instruments.

Corporate bonds

Investments in corporate bonds are stated at amortised
cost. Interest receivable is recognised to income on the
accrual basis.

Commercial papers

Commercial papers are stated at redemption value less
unearned discounts on purchase. Discounts on purchase
are recognised to income over the period to maturity of
the related instruments.

(1) Pension obligations

The group operates a defined contribution pension
scheme for eligible employees. The scheme is externally

LIMIT

Tl

otes to the Financial Statem

nts (Continued)

administered and is funded by contributions from both
the company and employees.

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

The group’s obligations to these schemes are recognised
in the income statement as they fall due.

(m) Provision for employee entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave accrued at the
balance sheet date.

(n) Cash and cash equivalents
For the purpose of the cash flow statement, cash and

cash equivalents include short term liquid investments
which are readily convertible to known amounts of cash

and which were within three months to maturity when
acquired less advances from banks repayable within three
months from date of disbursement or confirmation of the
advance.

(o) Comparatives
Where necessary, comparative figures have been adjusted

to conform with changes in presentation in the current
year.
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2. SEGMENT REPORTING

a) Primary reporting format - business segments

External Sales
Inter-segmental sales

Total Sales

Segment profit/{loss) from operations

Net Finance(costs)/income
Income tax dehit

Net profit/(loss)

Minority Interest

Retained Profit for the year
OTHER INFORMATION
Segment Assets

Segment Liabilities

Capital Expenditure
Depreciation Expense

PUBLISHING BROADCASTING OTHERS ELIMINATIONS CONSOLIDATED
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Sh'000 Sh'000 Sh'000 Sh‘000 Sh'000 Sh'o00 Sh'000 Sh'000 Sh'000 Sh‘000
1,532,504 1,365,892 455,166 397,101 - - 1,987,670 1,762,993
25,256 21,645 25,256 22,336 - (50,512) (43,981) - -
1,557,760 1,387,537 480,422 419,437 - - (50,512) (43,981) 1,987,670 1,762,993
134,543 114,782 27,502 44,710 (7,875) (9,069) 5,478 154,170 155,901
(34,900) (31,539 (1,803) (2,036) 150 (418) = (36,553) (33,993)
(32,359) (17,042) (12,270) (12,089) - - - (44,629) (29,131)
67,284 66,201 13,429 30,585 (7,725)  (9,487) 5,478 72,988 92,777
(6,580) (14,987)
66,408 77,790
681,647 694,780 347.231 310,308 24,420 24,076 (71,734 (53,422) 981,564 975,742
546,886 627,303 104,753 81,259 33,666 27,489 66,354) (49,934) 618,951 686,117
65,334 181,980 30,849 42,339 - B - - 96,183 224,319
55,146 37,077 32,452 25,152 = - = 87,598 62,229
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ANNUAL REPCRT AND ACCOUNTS FCR THE YEAR ENOED 30 SEPTEMBER 2005 ‘.

Notes to the Financial Statements (Continued)

2. SEGMENT REPORTING (continued)
(b) Secondary reporting format — geographical segments

The group’s sales to Uganda and Tanzania constitute less than 10% of gross revenue and have therefore not been reported separately. -

3. STAFF COSTS ' o=

2005 2004 ==
Sh'000 Sh'000 ==
) 436,200 330,148
Salaries and wages 11,589 10,272 =
Pension contribution 67,772 64,680
Other personnel costs 8,914 29,697
Staff welfare =
524,475 434,797 =

The average number of people engaged during the year was 554 (2004 - 470).

4. REORGANISATION COSTS

Reorganisation costs reported in 2004 related to redundancy costs incurred due to rationalisation of operations of the group after the move to 1&M building.




5. OPERATING PROFIT

The operating profit is arrived at after charging/(crediting):

Depreciation
Directors’ remuneration - Fees

- Other emoluments
Auditors’ remuneration
Staff costs (note 3)
Loss/(prafit) on disposal of property, plant and equipment
Operating leases - rental property
- vehicles hire

6. NET FINANCE COSTS

Interest expense
Interest income
Foreign exchange (gain)/loss

T AND ACCOUNTS FOR
2005 2004
$h'000 Sh'000
87,598 62,299
3,158 &
1,800 2,558
524,475 434,797
2,807 (3.313)
43,329 37,379
7,112 3,858
2005 2004
Sh'000 5h'000
40,632 32,617
(150) (154)
(3,929) 1,530
36,553 33,993
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THE STANDARD GROUP LIMITED

REPO3T AND ACCOUNTS FCR THE YEAR ENDED 30 SESTEMBER

7. TAXATION

a) Tax Expense
Current taxation charge based on adjusted profit at 30%

Deferred tax (crediti’charge - current year (note 12(a)
- current year (note 12(b)

- prior year (note 12(a)
- prior year (note 12(b)

Net deferred tax charge

Total tax expense

b) Reconciliation of expected tax based on accounting profit to tax expense

Profit before taxation

Tax at the applicable rate of 30%
Tax effect on expenses/(income) not deductible for tax
Prior yvear over accrual and deferred tax

atements (Continueq)

2005 2004
Sh'000 Sh'000
33,929 736
8,939 12,089
(294) 17,042
8,645 29,131
3,331 =
(842) -
2,489 z
11,134 29,131
45,063 29,867
2005 2004
Sh’000 Sh'000
118,051 122,644
35,415 36,793
7,159 (6,926)
2,489 =
45,063 29,867

I e
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2l Statements (Continued)

8. A loss of Sh 7,725,000 (2004 - Sh 9,487,000) has been dealt with in the books of The Standard Goup Limited

9. EARNINGS PER SHARE - BASIC/DILUTED

2005 2004
Profit attributable to ordinary shareholders - Sh’000
66,408 77,790
Weighted average number of share in issue during the year
65,133,359 65,133,359
Basic earning per share - Sh
1.01 1.19
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Notes to the Financial Statements (Continued)

10. PROPERTY, PLANT AND EQUIPMENT

Furniture,

GROUP Plant and Motor Fittings and
COST machinery vehicles equipment Total

Sh'000 Sh'000 Sh'000 Sh'000
At 1 October 2004 513,400 55,543 122,349 691,292
Reclassification (93,837) (393) 94,230 - e}
Additions 51,839 10,076 34,268 96,183
Disposals 48,656 4,753) (19,424) (72,833) =
Assets written off - - (940) (940) ==
Al 30 September 2005 422,746 60,473 230,483 713,702
Depreciation:
At 1 October 2004 235,529 23,769 40,232 299,530 _:
Reclassification (74,365) (817) 75,182 - ==
Charge for the year 45,977 12,893 28,728 87,598 =
Disposals (43,865) (3,333) (16,495) (63,693)
Assets written off - - (577) (577)
At 30 September 2005 163,276 32,512 127,070 322,858
Net Book Value
At 30 September 2005 259,470 27,961 103,413 390,844 —
At 30 September 2004 277,871 31,774 82,117 391,762 -~

At 30 September 2005, plant and machinery, motor vehicles and furniture and equipment with cost amounting to Sh 49,000,368, Sh 3,246,000 and i
Sh 80,900,248 respectively (2004 - Sh 39,635,054, Sh 1,837,000 and Sh 78,225,739) were fully depreciated. The notional depreciation charge on -
these assets would have been Sh 7,740,673, Sh 811,250 and Sh 26,212,342 respectively (2004 - Sh 5,870,611, Sh 459,000 and Sh 25,444,822).
30
=
==
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11. INVESTMENTS

GROUP
2005 2004
Sh'000 Sh'000
Kenva Television Network Limited (in receivership) 630 630

This balance represents equity investment in Kenva Television Network Limited (in receivership) stated at cost less impairment loss. This subsidiary has not been
consolidated as, in the opinion of the directors, contral is intended to be temporary as the subsidiary is held with a view to subsequent disposal. The investment was

impaired to its estimated net realisable value in 2004

COMPANY

Shareholding 2005 2004
% Sh'000 $h'000

Investment in subsidiaries (unquoted)
The Standard Limited 100 3,398 3,398
Baraza Limited 51 92 92
Agency Sales and Promation Limited 100 2 2
Kenya Television Network Limited (in receivership) 100 630 630
4,122 4,122

The investment in The Standard Limited, Baraza Limited and Agency Sales and Promotion Limited are at cost.

@
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ANNUAL SEPORT AND ACCOUNTS FOR THE YEAR ENDED 30 SEFTEMBER 2005

Notes to the Financial Statements (Continued)

12. DEFERRED TAX

GROUP

(a) Deferred Tax Asset

General provisions

Accelerated capital allowances
Unrealised exchange differences
Tax losses carried forward

Movement on the deferred tax asset is as follows:
At T October
Income statement charge - current year (note 7(a)

- prior year (note 7(a)

At 30 September

The deferred tax asset relates to a subsidiary company.

2005 2004
Sh'000 S5h'000
(1,947) (5,547)
(5,840) i3,184)

9 %
(22,415) (33,732)
(30,193) (42,463)
(42,463) (54,552)

8,939 12,089

3,331 -

(30,193) (42,463)
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12. DEFERRED TAX (Continued)

(b) Deferred Tax Liability 2005

2004
Sh'000 Sh'000
General provisions (7.145) {11,256,
Accelerated capital allowances 8,207 15,236
Unrealised exchange differences 1,273 i272)
Tax losses carried forward = 237)
2,335 3,471
Movement on the deferred liability is as follows: - v g
At 1 October 3,471 (13,571 CMA'
Income statement (credit)/charge - current vear (note 7(a)) (294) 17,042
- prior year (note 7(a) (842) T
At 30 September 2,335 3,471
The deferred tax liability relates to a subsidiary company.
13. INVENTORIES
GROUP 2005 2004
Sh'000 Sh'000
Raw materials 68,840 121,435
Consumables 11,565 14,117
Goaods in transit 21,437 44,803
Stocks for resale 32,964 29,271
134,806 209,626
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Notes to the Financial Statements (Continued)

14. TRADE AND OTHER RECEIVABLES

GROUP

Trade receivables
Provision for doubtful receivables

Other receivables and prepayments
Value Added tax (VAT)
Due from an officer of the company

COMPANY

Due from an officer of the company
Other receivables

2005 2004
Sh'000 Sh'000

395,270 343,118
(92,436) (83,098
302,834 260,020
48,163 33,278
33,770 3
451 18
385,218 293,316
451 18
783 1,053

1,234 1,071
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Notes to the Financ

15. SHARE CAPITAL

GROUP AND COMPANY
2005 2004
Sh'000 Sh'000
Authorised
103,979,600 ordinary shares of Sh 5 each 519,898 519,898
20,400 8% preference shares of Sh 5 each 102 102
520,000 520,000
Issued and fully paid
65,133,359 ordinary shares of Sh 5 each 325,667 325,667
20,400 8% preference share of Sh 5 each 102 102
325,769 325,769
16. MINORITY INTEREST
At 1 October 112,234 97,247
Share of results for the year 6,580 14,987
At 30 September 118,814 112,234

On 30 June 2001, The Standard Group Limited disposed of 49% of its shareholding in Baraza Limited. At that time the subsidiary equity reflected a deficit of Sh 139,318,000.
As such, the deficit applicable to the minority exceeded the minarity share in the equity of the subsidiary and therefore the cumulative losses applicable to the minarity up to 30
September 2002 had been charged to the group.

In 2003, the subsidiary reported profits giving rise to positive revenue reserves. Conseqguently the minority share of the results have been recognised after recovering all previous
losses applicable to the minority that had been absorbed by the group.
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17. RELATED PARTY BALANCES

GROUP 2005 2004
Sh'000 Sh'000
Qakside Limited (common Shareholding) 73,961 78,482
Trade World Kenya Limited (Shareholders) 28,000 20,000 =
Miller Trustees (Shareholders) 56,000 17,000 =i
157,961 115,482 =

Balances due to related parties are repayable as follows

On demand and within one year 73,961 78,482
Between 1 and 2 years - 4 |-
Between 2 and 5 years 84,000 37,000 —
157,961 115,482 =
rAmoﬁm due for settlement within one year 73,961 78,482
Amount due for settlement after one year 84,000 37,000
COMPANY =
Baraza Limited 14,495 2,800 :
The Standard Limited 7,993 11,864
Kenya Television Network Limited (in receivership) 6,800 -
29,288 14,664 L
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ANMNUAL REPOR
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17. RELATED PARTY BALANCES (Continued)
The loans from Oakside Limited, Trade World Kenya Limited and Miller Trustees are unsecured, interest free and has no fixed repayment date. The group has

transactions with shareholders and companies in which directors of The Standard Group Limited (TSL) are also directors. These transactions relate to advertising
done, expenses paid on behalf of other companies and loans received.

18. BORROWINGS

2005 2004
Sh'000 Sh'000
CFC Bank Limited (Term loan) 1,442 4026
CFC Bank Limited (Bank overdraft) 136,468 194,653
CFC Bank Limited (Hire purchase loan) i 15,695
Kenya Commercial Bank Limited (Bank overdraft) - 17
137,910 214,391

The borrowings are repayable as follows:
On demand and within one year 137,910 200,123
Between 1 and 2 years = 14,268
Between 2 and 5 years - -
137,910 214,391
Amount due for settlement within one year 137,910 200,123
Amaounts due for settlement after one year - 14,268

The CFC Bank Limited overdraft is secured by a first fixed and floating debenture over assets of The Standard Group Limited in the amount of Sh 130 million and
corporate guarantees and indemnity by The Standard Group Limited in the amount of Sh 30 million.



ANMNUAL REPORT AND ACCOUNTS FCR THE YEAR ENCED 30 SEPTEMBER 2005

THE STANDARD GROUP LIMITED :

Notes 1o the Financial Sta

18. BORROWINGS (Continued)

Qwr|

terments (Continued)

The effective interest rates on the borrowings are as follows:

CFC Bank Limited (Bank overdraft and term loan)
CFC Bank Limited (Hire purchase loan)

19. PAYABLES

GROUP

Trade payables

Other payables and accruals
Dividend payable

VAT payable
Leave provision

COMPANY

Dividends payable
Other payables

2005 2004
% %

16.5 14.5
7.06 5.67
2005 2004
Sh'000 Sh'000
159,348 170,457
99,171 143,678
5,429 5,429
4,674 2,465
23,359 30,744
291,981 352,773
5429 5,429
604 7,396
6,033 12,825
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20. NOTES TO THE CASH FLOW STATEMENT (Continued)

a) Reconciliation of operating profit to cash generated from operations

Operating profit

Adjustments for:

Depreciation

Loss/(gain) on sale of property, plant and equipment
Exchange gains/ilosses)

Assets written off

Impairment of investment in KTN

Impairment of property, plant and equipment

Operating profit before working capital changes
Decrease/(increase) in inventories

Increase in receivables

iDecrease)/increase in pavables

Increase in due to related parties

Cash generated from operations

b) Cash and cash equivalents

Bank and cash balances
Bank overdraft

[S:f

STANDARD GROUP LIMITED

2005 2004
Sh'000 Sh'000
154,604 156,637
87,598 62,229
2,807 (3,313)
3,929 (1,530)
363 =
- 5,430
- 3,296
249,301 222,749
74,820 (124,937)
{91,902) (4,601)
(60,792) 3,915
42,479 40,024
213,906 137,150
39,873 32,208
(136,468) 194,670)

(96,595)

(162,462)
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Notes to the Financial Statements (Continued)

21. RETIREMENT BENEFIT OBLIGATIONS
The group contributes to a pension and provident plan established for the benefit of its employees. The pension plan is a defined contribution scheme, whereby the group
matches contributions to the fund made by employees up to 5% of the employee’s pensionable salary. The pravident fund is a defined non-contributory scheme whereby the

employer contributes Sh 300 per month for each employee.

During the year, the group expensed Sh 11,589,000 (2004 - Sh 10,272,000 in contributions payable. p—

22, OPERATING LEASES

2005 2004 -
Sh’000 $h’000
Outstanding commitments under operating b
leases are as follows: =
Tenancy payable =
Not later than one year 50,603 26,717
Between one and two years 220,600 378,213
Between two and five years 231,620 -
502,823 404,930
Amounts charged to profit and loss account in the year =
in respect of operating leases 43,329 37,379 =

The group leases a number of premises under operating leases. The leases typically run for an initial period of between one to twelve years with the option to
renew the lease after that date.
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22. OPERATING LEASES (ConTinuED)
2005 2004
Sh'000 Sh'000
Lease of vehicles
Less than 1 year 7,979 6,738
Between 1 and 3 vears 6,083 9,616
14,062 16,354
Amounts charged to profit and loss account
in the vear in respect of operating leases 7,112 3,858

The group has leased vehicles from NIC Bank Limited under an operating lease. The lease period is 36 months. The monthly lease rentals are Sh 664,916.
23, RELATED PARTIES TRANSACTIONS

The group has transactions with shareholders and companies in which directors of The Standard Group Limited (TSL) are also directors. These transactions relate to
advertising done, expenses paid on behalf of other companies and loans received.

Intercompany transactions 2005 2004
Sh'000 Sh'000

a) Advertising

Advertising done by TSL for Baraza Limited 25,256 10,136

Advertising done by Baraza Limited for TSL 25,256 10,180

- (44)
b) Loans received

Trade World Kenya Limited (Shareholders) 8,000 20,000
Miller Trustees (Shareholders) 39,000 17,000
47,000 37,000

Related parties balances not settled at year end are disclosed on note 17.
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Notes to the Financial Statements (Continued)

24, CAPITAL COMMITMENTS

Authorised and contracted for
Authorised but not contracted for

25. CONTINGENT LIABILITIES

As at 30 September 2003, the group had outstanding contingent liabilities amounting to Sh 26 million (2004 ~ Sh 59.9 million) in respect of on-going litigations

arising in the normal course of business.

26. ULTIMATE HOLDING COMPANY

The ultimate holding company is SNG Holdings Limited, which is incorporated in the United Kingdom.

27. INCORPORATION

The company is domiciled and incorporated in Kenya under the Companies Act.

28. CURRENCY

The financial statements are presented in Kenya Shillings (Sh).

2005 2004
Sh'000 S5h'000
118,559 30,850
118,559 30,850

i

L
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PRINCIPAL SHAREHOLDERS AS AT 30 SEPTEMBER 2005

Name of Sharehoider Number of % Total TSGL
Shares Held Shares

1 S.N.G. Holdings Limited 45,084,354 69.20
2 Miller Trustees Limited 6,874,378 10.60
3. Trade World Kenya Limited 7,111,945 11.00
4. Kirtesh Premchand Shah 439,963 0.70
5. Julius Kariuki Gecau 176,315 0.30
6. The Heritage All Insurance 175,000 0.30
7. Savitaben Velji Raichand Shah 166,156 0.30
8. Eufrazio Juliao Goes 140,969 0.20
9, Sherali Gulam Hussein Parpia 106,327 0.20
10. Co-op Bank Custodial Services 68,307 0.10

DISTRIBUTION OF SHAREHOLDING AS AT 30 SEPTEMBER 2005

Shareholding Number of Number of % Shareholding

(Number of Shares) Shareholders Shares Held

Less than 5,000 1,330 1,642,699 2.5

5,001 - 50,000 226 3,026,629 4.6

50,001 - 150,000 5 435,920 .7

Over 150,000 8 60,028,111 92.2
1,569 65,133,359 100.0
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ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDED 30 SEPTEMBER 2005

Proxy form

THE STANDARD GROUP LIMITED FOR THE YEAR ENDED 30 SEPTEMBER 2005

We _ B o

[ PR : — — being member(s) of the

above named Company appoint

of o or failing him

s of

to vote for me/us on my/our behalf at the eighty eighth Annual General Meeting of the said Company to be held on Thursday 13th April 2006 at
11 a.m. and at any adjournment thereof,

Signed

day of 2006

Signature

A member entitled to attend and vote at this meeting to appoint a proxy who need not be a member.

N.B. This Form of proxy must be depasited at the Registered Office, 1&M Building, P.O. Box 30080, Nairobi, not less than 48 hours before the appointment time
for the holding of the meeting.




