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Notice

Te all Sharehoiders
NOTICE is hereby given of the 2010 Annual General Meeting to be held at the

Crystal Ballroom, Laico Regency Hotel, Nairobi on Tuesday, 22nd June 2010 at
11.30 a.m.

Agenda

Ordinary Business
1. To read the Notice convening the meeting.

2. To approve the minutes of the previous Annual General Meeting held on
11th June 2009.

3. To receive, consider and adopt the Balance Sheet and Accounts for the
year ended 31st December 2009 together with the Reports thereon of the

Directors and Auditors.

4. To approve the Directors Remuneration as provided in the accounts for the year
ended 31st December 2009.

5. To approve the payment of a first and final dividend of Kshs. 1.50 per share in
respect of the year ended 31st December 2009.

6. To re-elect Directors:

) Mr. W. Murungi retires by rotation under the provisions of Article 95 of the
Articles of Association and, being eligible, offers himself for re-election.

i) Mr.T. Mbathi, a Director who is over 70 years retires by rotation. Special notice

2 % Athi River Mining Limited

has been received by the Company pursuant to section 142 of the Companies
Act of the intention to propose the following resclution, in accordance with
section 186(5) of the said Act, to be considered and if thought fit, passed by the
members:

"That Mr. T. Mbathi, a Director who is over 70 years be and is hereby re-elected
to serve as Director of the Company until he next comes up for retirement by
rotation under the Company’s Articles of Association”.

iii) Mr. R. Ashley who was appointed during the year retires from the Board under
the provisions of Article 93 of the Articles of Association and being eligible,
offers himself for re-election.

To note that Deloitte & Touche continue in office as auditors in accordance with
the provisions of Sec.159 (2) of the Companies Act and to authorise the Directors
to fix their remuneration for the ensuing financial year.

By Order of the Board

R.R. Vora
Secretary

Date: 12th March 2010

Note:
A member entitled to attend and vote at the Meeting is entitled to appoint one
or more proxies to attend in his stead. A proxy need not also be a member.

2009 Annual Report And Financial Statements
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It is my pleasure to present the Company’s Annual Report for the year ended 31st
December 2009. | am delighted to have been invited to assume the role of Chairman
by your Board, particularly at such an exciting time in your Company's development.
Personally, | feel | am ‘returning'. It is wonderful to be able to help guide a Company
with whom | was so closely involved as an advisor during the IPO in 1997. It is testament
to all involved with ARM that | rejoin @ Company which has grown so dramatically and

IS,

. o ot ' !
COMNsEnuy LUl rediins rn_ﬂ Uylkain

4 %s Athi River Mining Limited

A Tribute To The Founder

Her Worship the Mayor of Mavoko Municipality Mrs. Lilian Nduku
at the unveiling ceremony of Mzee Paunrana Road

2009 marked the passing of the Company’s founder, Mzee H J Paunrana. His drive
and vision, together with an intuitive sense of business and people, have been the
motivating factors behind the meteoric rise of the Group since inception. It is fitting
that he was able to pass this mantle to his son, our current Managing Director. The
responsibility and honour of serving the Group and carrying on Mzee's vision are keenly
felt by your Board. Mzee's wealth of experience and wise counset will be missed.
Investing Today..... For Tomorrow’s Prosperity

It will come as no surprise to those familiar with our activities in recent years that

“Investing today ... for tomorrow’s prosperity” is the phrase we have chosen to capture
our philosophy in these accounts. The strategic intent of the Company is to focus on the

cement business, and invest in new capacity in the region where cement consumption
and market size is growing.

2009 Annual Report And Financial Statements
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(Continued)
Developments During 2009

Shareholders will recall the unanimous decision not to re-elect Bamburi Cement Limited
to your Board during the AGM in 2009. Subsequently, Bamburi have exited as a
shareholder at a handsome profit on their original investment. The conflicts recognized
by our shareholders having been removed, it has enabled your Board to more openly
and comprehensively address the challenges within our business and react more
appropriately to issues within the cement industry. We are now exploring avenues, out
of court, to resolve the legal dispute with Bamburi in respect of our title to Mutomo
limestone deposits.

Shareholders will also recall their approval in general meeting of measures to restructure
the Group including the separation of companies reflecting our business lines. This
remains pending, the subject of an overall strategic review.

Your Company also signed a Power Purchase Agreement with KPLC in respect of our
plans to produce power for our own requirements in Kaloleni and to supply the national
grid. The regulatory approval process is ongoing and although the project activity is

slow, is on track.

Environment Management & Quality Systems

Your Board is actively committed to ensuring that the company operates within the
framework of our Environmental Policy. This policy recognizes the need to actively and
positively address environmental impact of all activities to protect and improve the local
and global environment.  Various measures are in place to achieve this, which are
subject to annual audits by external agencies. | am proud to confirm that your Company
has maintained an excellent track record in this field.

The Company’s cement and lime plant at Kaloleni is a state of art plant in achieving
environmental emissions below 20mg/Nm3. The plant is certified for both 1SO
9001:2000 for quality systems and 15O 14001:2004 for environment management
systems. The sodium silicate plant is aiso 1SO 9001:2000 certified for quality systems,

and other divisions of the business are undergoing a certification process for the same.

7 é % Athi River Mining Limited

The Company’s commitment to the cause of environment was duly recognized during
2008 and 2009. The company won the GOLD AWARD for 2008 in TOTAL ECO
challenge. This was followed up by a SPECIAL AWARD in the 2009 selection.

Your company also won the ENERGY INNOVATION award at the Energy Management
Awards in 2009 in recognition of the improvements made for energy conservation.
The company continues to conduct regular training programmes for its staff to improve

the quality of management systems and achieve international quality benchmarks.

Cerperate Social Responsibility
The Company has further entrenched its practical and collaborative approach to

Corporate Social Responsibility through its employees and the communities within
which we operate. The CSR report provides a detailed narrative of our Community
Development Trust model to working with our local communities to prioritize and
address their environmental and communal needs.

QOutlook for 2010

We remain optimistic concerning prospects for cement market within Kenya, Tanzania
and the wider East African region and continue to invest in capacity to meet the growing
demand.

The outlook for 2010 for your Company's products remains positive. As the confidence
in the economy is returning, cement demand remains particularly robust. Accordingly,
your Company is confident that the capacity increases in Kenya and our new plants in
Tanzania are timely.

Dividend

The Board of Directors recommends a dividend payment of Ksh. 1.50 per share for the
year 2009. Subject to approval by the shareholders, the dividend will be paid in July 2010
to members on the register at the close of business on May 25, 2010. For this purpose, the
register of members will remain closed between May 26 and May 27, 2010.

R Ashley
Chairman

2009 Annual Report And Financial Statements
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(Continued)

Net Profit Margin has been increasing over the past five years due to investments in new  Proposed Dividend per share for 2009 is Ksh. 1.50 per share, up from Ksh. 1.25 per share
capacities and cost reducing technologies, increased capacity utilization and continuous  for 2008.
focus on operational efficiencies.

150
1.25
; 12.6%
13.0% ! 1.0
120% | 0.75
11.0% 050
10.0% u 0 t t t f
i 9.0% | 2005 ¢ 2006 ' 2007 ¢ 2008 ' 2009
9.0% | Aw\\\\‘
8.0% ! Dividend Per Share (Ksh)
7.0% | ; ; . . ) )
{2005 ' 2006 ' 2007 ° 2008 2009 Total assets almostdoubled to Ksh. 12.1 billion from previous year. This was due to revaluation

of assets, and capitalization of investments made in Kenya to double the cement capacity
in Kenya, and investmenits in a new cement plant in Tanzania. In 2009, the company’s assets
Net Profit Margin were revalued in line with Intemational Accounting Standards requirements. This led to an
increase in valuation of assets, net of accumulated depreciation, by Ksh 976 million.
Similarly, eamings per share has been increasing consistently in line with net profit of the
company.
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(Continued)

At the end the year, the Company’s market capitalization stood at Ksh 10.9 bil-
lion, reflecting a 23% increase over last year. This represents a Price Earnings (PE)
multiple of 17 times, indicating market confidence in the company’s performance,
investment plans, and future growth strategy.
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Subsidiary Companies

ARM(Tanzania) Limited: Turnover of the company increased by 25% during 2009. A
second lime kiln was commissicned in third Quarter of 2009, doubling the produc-
tion capacity.

ARMSA (Pty) Limited: Our 100% owned subsidiary in South Africa continued to
operate at below capacity in 2009 due recessionary conditions in the South African
economy. However, the operations are making a positive contribution, and new
products introduced during the year are gaining market share.

Mavuno Fertilizers Limited: A 100% owned subsidiary, remained as a dormant com-
pany in 2009 as the fertilizer business continued operations as a division of the
company.

Maweni Limestone Limited: Qur 100% owned subsidiary in Tanzania set up for the
purpose of setting up a 1.5 million tonne per year cement plant in Tanga and Dar es
Salaam. Although project funding was delayed in 2009, work at the sites continued
at a slow pace. Having successfully raised the balance project funding in 2010, site
activities have gained momentum for completing the plant by December 2011.

7 10 % Athi River Mining Limited

Credit Rating

2007

2008 2009

Short Term Al A1
Long Term . N A A

The company continues to be rated consistently by Global Credit Rating. The rating
of A1 for Short Term, indicating a high certainty of timely payments, excellent liquid-
ity factors and minor risk factors and A for Long Term indicating high credit auality,
good protection, with small risk factors that are variable due to economic cycles,
were reconfirmed for 2009 also.

Outlook for 2010

During 2009, the company initiated a major investment in cement business in Kenya
and Tanzania. Demand for cement has been growing at more than 10% per year
over the past decade and we expect this trend to continue as East African econo-
mies integrate and maintain high GDP growth levels. With economic stability, and
investment in infrastructure, demand for cement is expected to grow.

However, in the near term, several challenges remain. Local energy and other manu-
facturing costs are rising whilst at the same time, cement imports continue to pose
a threat throughout the region. ARM is nonetheless confident that its investment in
new cement capacities will result in lower production costs enabling the company
to compete effectively in the market.

The outlook for 2010 for company’s products remains positive. The expanded ce-
ment capacity in Kenya is expected to be commissioned in the third quarter of 2010
and the company expects to maintain its market share in growing market.

Pradeep H Paunrana
Managing Director

2009 Annual Repert And Financial Statements
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A Community Partnership

Community Tree Planting

Tree Planting at Kombeni School Church in Mathima Medical Camp
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Introduction

The group is committed to the corporate governance guidelines set out by the Capital
Markets Authority. The Board of Directors is responsible for ensuring compliance with
the corporate governance guidelines and has set out certain principles in its efforts to

ensure adoption of best practices in governance and business ethics.

Principles

1. Leadership: The Board will exercise leadership, enterprise integrity and
judgment in directing the group to achieve continuing prosperity and to act in the
best interest of the group based on transparency, accountability and responsibility.

values

O,

2. Stratany & valua: The Roard §:__ determina tha o nLn'g

e LI TNUHy SR e ST, o [

celer up's purpose and
determine the strategy to achieve its purpose and ﬂz,_ﬁ_m:._mzﬁ its values in order to

ensure that the group survives and practices are in place to protect group’s assets.

3. Group's performance: The Board will monitor and evaluate the implementation
of strategies, policies and business plans and the operational results on regular basis.

4. Compliance: The Board will ensure that the group complies with all relevant laws,
regulations and codes of best business practice.

5. Communication: The Board will ensure that the group communications with
shareholders and other stakeholders effectively.

6. Accountability to shareholders: The Board will serve the legitimate interests of
all the shareholders of the group and account to them fully. The Board will ensure
equality in its responsibility to the shareholders and will act in the best interest of
the group rather than in the interest of any interest group/shareholder.

7. Relationship with stakeholders: The Board will identify the group’s internal and
external stakeholders and agree on policies determining how the group will relate to them.

8. Board appointments: The Board will ensure that through a managed and
effective process — Board appointments are made that provide a mix of proficient
directors each of whom are able to add value and to bring independent value and
to bring independent judgment to bear on the decision making process.

9. Balance of power: The Board will ensure that no one person or a block of persons will
have unlimited power and that there is an appropriate balance of power and authority
on the Board which will reflected by separating the roles of the Chief Executive officer
and Chairman, and by having a balance between executive andnon executive directors.

7 14 ﬁg Athi River Mining Limited

10. Internal procedures: The Board will regularly review process and procedures to
ensure the effectiveness of internal systems and control, so that its decision making
capability and the accuracy of its reporting and financial results are maintained at
levels at all times.

11. Management appointments and development: The Board will appoint the
members as well as participate in the appointment of the senior management, to
ensure the motivation and protection of intellectual and protection of intellectual
capital of the group, and to ensure that there is adequate training for management
and employees, and that there is a succession plan for senior management.

12. Board performance assessment: The Board will regularly and periodically
assesses its performance and effectiveness as a whole in directing the group towards
achieving its objectives as well as the performance of all senior management team.

13. Technology: The Board will ensure that the technology process and systemns
used are adequate to properly run the business, achieve international benchmarks
in quality and cost so that the group can be a meaningful competitor in the market.

14, Risk management: The Board must identify key risk areas and key performance
indicators of the business enterprise and monitor the factors on regular basis.

15. Annual review of future solvency: The Board must ensure annually that the
group will continue as a going concern for its next fiscal year.

16. Shareholders: The Board is committed to the protection of the rights of the
shareholders and ensures equitable treatment of all its shareholders.

17. Stakeholders: The Board recognizes the rights of all stakeholders as established
in law and will encourage active co-operation between group and the stakeholders
in creating wealth, jobs and sustainability of a financially sound group.

18. Disclosure and transparency: The directors will ensure that timely and accurate
disclosures are made on all material matters relating to the financial situation,
performance ownership and governance of the group.

Rick Ashley
Chairman

Pradeep H Paunrana
Managing Director

2009 Annual Report And Financial Statements
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To The Members Of Athi River Mining Limited

Deloitte & Touche

Certified Public Accountants {Kenya)
"Karungii”

Ring Road, Westlands

P.O. Box 40092 - GPC 00100
Nairobi, Kenya

Tel; +254 (20) 423 0000 / +254 {20) 4441344/05-12
Fax: +254 (20) 444 8966

Dropping Zone No. 92

E-mail: admin@deloitte.co.ke
www.deloitte.com

Deloitte.

Report on the Financiai Statements

We have audited the accompanying financial statements of Athi River Mining Limited
and its subsidiaries, set out on pages 17 to é1 which comprise the consolidated
and parent company statements of financial position as at 31 December 2009, and
the consolidated statement of comprehensive income, consolidated and parent
company statements of changes in equity and consolidated statement of cash flows
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 in the manner required by
the Kenyan Companies Act. This responsibility includes: designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditors ' Responsibility

Our responsibility is to express an opinion on these 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 the audit to obtain reasonable assurance whether the financial statements
are free from material misstatement.

16 AFRVA  Athi River Mining Limited

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on our judgement, including the assessment of the risks of material
misstatement ofthe financial statements, whether due to fraud or error. In making
those risk assessments, we considered the internal controls relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit
procedures that were appropriate in the circumstances, but not for the purpose
of expressing an opinion on the entity’s internal controls. 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 obtaine<! is sufficient and appropriate
to provide a basis for our audit opinion.

Opinion

In our opinion, the accompanying financial statements give a true and fair view of
the state of financial affairs of the company and its subsidiaries as at 31 December
2009 and of the group’s profit and cash flows for the year then ended in accordance
with Internationa.1 Financial Reporting Standards and comply with the Kenyan
Companies Act.

Report and Other Legal Requirements

As required by the Kenyan Companies Act we report to you, based on our audit, 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;
ii) in our opinion proper books of account have been kept by the company, so far
as appears from our examination of those books; and
ii) the company’s statement of financial position is in agreement with the books of account.

oltte {Touchn

Certified Public Accountants (Kenya)
12 March 2010
Nairobi

Partners: .M. Ndanye FO. Aloo H. Gadhok.. NL.R. Hira® BW. irungu J.M. Kiare D M. Mbogho. &.N. Muraya J. Nyang'aya 5.0.Onyango iW. Wanga:
* British
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% _Umom_j_om.ﬂ 2009

2009 2008 2009 2008
Note Shs ‘000 Shs ‘000 Note Shs ‘000 Shs ‘000
ASSETS EQUITY AND LIABILITIES
_ Equity
Non current assets Share capital 20 495,275 495,275
. Share premium 302,027 302,027
Property, plant and equipment 12(a) 8,688,161 4,372,067 Revaluation surplus 1531.797 35.323
Operating lease prepayments 13 32,146 33,554 Translation reserve (86,831) (68,057)
Retained earnings 1,886,662 1,362,975
Intangible assets 14 7,130 10,938 Total Equity 4.128,930 2.127.543
Goodwill 15 50,908 50,908 Non current liabilities
g c Borrowings 21(a) 3,013,460 1,638,743
778,345 4467467 Deferred income tax 22 1,644,101 728,534
Finance leases 23(a) 838 14,727

4,658,399 2,382,004

CURRENT ASSETS CURRENT LIABILITIES
Inventories 17 1,084,286 787,080 Borrowings 21(a) 2,199,250 1,031,974
Finance leases 23(a) 7,421 13,775
Trade and other receivables 18 1,378,602 951,947 Trade and other payables 24 1,123,824 785,742
Due to related parties 26(d) 6,462 3,164
Due from Employee Share Option Plan (ESOP) 19 66,767 83,635 Unclaimed dividends 11 3,574 3,549
Current tax payable 8(c) 13,231 4,727
Due from related parties 26(b) 20,564 16,210
Cash and bank balances 812,527 46,139 3,353,762 1,842,931
Total equity and liabilities 12,141,091 6,352,478
3,362,746 1,885,011 TEETEEEE TEEEEEEE
Total assets 12,141,091 6,352,478

The financial statements on pages 17 to 61 were approved by the board of
directors on 12 March 2010 and were signed on its behalf by:

Rick Ashley Pradeep H Paunrana
Chairman Managing Director
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For The <mm< Ended 31 Dmn.mEU_m_ﬁ 2009

2008
At 1 January 2008
Profit for the year

Othar ramnirshanciva lnee far tha vaar
Lther comprehensive or tha yoar

- - & =2-0 Sy

Total comprehensive income for the year

Transfer of excess depreciation
Deferred tax on excess depreciation
Acquisition of non controlling interest
Dividends declared - 2007

At 31 December 2008

2009

At 1 January 2009

Profit for the year

Other comprehensive income/(loss) for the year

Total comprehensive income for the year

Transfer of excess depreciation
Deferred tax on excess depreciation
Dividends declared — 2008

At 31 December 2009

7 20 § Athi River Mining Limited

Share
capital

Sh'000

495,275

495,275

495,275

495,275

495,275

Share
premium

Sh'000

302,027

302,027

302,027

302,027

302,027

Revaluation
surplus

Sh'000

37,055

35,323

35,323

1,498,206
1,498,206

(2,474)
742

1,531,797

Translation
reserve

Sh'000

(43,981)

(24 O7A)
WAL

(24,076)

(68,057)

(68,057)

(18,774)
(18,774)

(86,831)

Retained
earnings

Sh'000

944,390
503,454

503,454

{123,819)

1,362,975

1,362,975
645,774

645,774

2,474
(742)
{123,819)

1,886,662

Attributable
to equity
holders of
the parent

Sh’000

1,734,766

503,454
(24,078

P s ey

479,378

37,218
{123,819)

2,127,543

2,127,543
645,774
1,479,432

2,125,206

{123,819)

4,128,930

2009 Annual Report And Financial Statements

Non-
controliing
interest

Sh'000

37,218

(37,218)

Total
Sh'000

1,771,984
503,454

(24 076)

s Ny

479,378

{123,819)

2,127,543

2,127,543
645,774
1,479,432

2,125,206

{123,819)

4,128,930
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For The Year Ended 31 December 2009

Cash flows from operating activities

Cash generated from operations
Interest paid

Interest received

Corporation tax paid

Net cash generated by operating
activities

Cash flows from investing activities

Additions to property, plant and
equipment

Additicns to operating lease
prepayments

Additions to intangible assets
Proceeds of disposal of property,
plant and equipment

Net cash used in investing activities

7 22 BAFUVA  Athi River Mining Limited

25(b)

13
14

2009
Shs '000

858,094
(287,216)
3,795
(21,768)

558,905

(2,216,881)

$21

(2,215,960)

2008
Shs ‘000

597,122
(262,785)
176

(1,701)

332,812

(1,111,532)

(21,136)
(6,771)

800

(1,138,639)

2009
Note Shs ‘000
Cash flows from financing activities
Finance lease payments 23(c) (22,438)
Purchase of shares from
non-controlling interests 15 -
Borrowings received 25(c) 2,493,002
Repayment of amounts borrowed 25(0) (499,081)
Dividends paid 11(b) (123,794)
Net cash generated by financing activities 1,847,689
Net increase/{decrease) in cash and -
cash equivalents 190,634

MOVEMENT IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents 1 January (137,878)
Net increase/(decrease) in cash and

cash equivalents above 190,634
Effect of translatien adjustment on

cash held in foreign subsidiaries 371
Cash and cash equivalents 31 December25{(d) 53,127

2008
5hs ‘000

(19,044)

(100,152)
1,081,664
(181,700}
(123,616)

657,152

(148,675)

8,536
(148,675)

2,261
{(137.878)

2009 Annual Report And Financial $tatements
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For The Year Ended 31 December 2009

Accounting policies (Contin

¢ |IFRS 8 ‘Operating segments. - effective 1 January 2009. The adoption does not have any impact on retained earnings.

IFRS 8, ‘Operating segments’, replaces IAS 14, ‘Segment reporting’. The  The group also adopted the use of the titles per revised IAS 1 of 'statement of
new standard requires a ‘'management approach’, under which segment
information is presented on the same basis as that used for internal reporting
purposes. The segments will be reported in a manner that is consistent with
the internal reporting provided to the chief operating decision-maker.

’

financial position’ and ‘statement of cash flow’ to describe the ‘balance sheet’ and

cash flows statement respectively.

¢ |AS 23 (revised) ‘Borrowing costs’ — effective 1 January 2009.

+ |AS 1 (revised) ‘Presentation of financial statements’ — effective 1 January 2009. A revised version of IAS 23 was issued in March 2007. It requires the
A revised version of IAS 1 was issued in September 2007. It prohibits the canitalication of borrowing costs | to the extant thay are diracths attributable ta

, Lo tereati LR i R RS s A S LA L L Rl O RS

presentation of items of income and expenses (that is, ‘non-owner changes in

= i ) - X the acquisition, production or construction of a qualifying asset. It eliminates
equity’) in the statement of changes in equity, requiring 'non-owner changes in

the option of immediate recognition of borrowing costs as an expense for

]

equity’ to be presented separately from owner changes in equity in a statement . : ) . o

of comprehensive income. As a result, the group presents in the statement of assets that require a substantial period of time to get ready for their intended
changes in equity all owner changes in equity, whereas all non-owner changes in use. The application of IAS 23 amendment will not give rise to any changes in
equity are presented in the statement of comprehensive income. According to the Group and the company’s financial statements.

the amendment to IAS 1 in January 2008, each component of equity, including
each item of other comprehensive income, should be reconciled between
carrying amount at the beginning and the end of the period.

“The Programmable Logic Control (PLC) Room is like the nerve centre of the cement plant. This is where 96 kms of control cables bring in process control signals from the entire cement plant for efficient
monitoring and control.” Board members in the PLC Room.

24 %g Athi River Mining Limited 2009 Annual Report And Financial Statements
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For The Year Ended 31 December 2009

/
H

Accounting policies ({Continued)

4

b) Adoption of new and revised International Financial Reporting
Standards (IFRSs) (Continued)

* |AS 39: Financial Instruments: Recognition and Measurement
- Amendments for eligible hedged items (effective for accounting
periods beginning on or after 1 July 2009);

+ |FRIC 17: Distribution of non-cash assets to owners
(effective for accounting periods beginning on or after 1 July 2009);

* [FRIC 18: Transfers of assets from customers
(effective for accounting periods beginning on or after 1 July 2009).

The standards and interpretations above have been issued and are mandatory for
the Group’s accounting periods beginning on or after 1 July 2009 or later periods.
The impact of the standards and interpretations expected to be relevant to the
Group is detailed above:

Precision construction work

‘ 26 %_s Athi River Mining Limited

* |FRS 3 (revised) 'Business Combinations’ - effective 1 July 2009,

The revised standard continues to apply the acquisition method to business
combinations, with some significant changes. For example, all payments to
purchase a business are to be recorded at fair value at the acquisition date, with
contingent payments classified as debt subsequently re-measured through the
income statement. There is a choice, on an acquisition-by-acquisition basis, to
measure the non-controlling interest in the acquire either at fair vale or at the
non-controlling interest’s proportionate share of the acquiree’s net assets. All

Armicitian ralatad facte chaold ba Avnanead . The Graon will aanbe [ERS 2
SCQUISILON TCIGICE COSIS SNCUWIG S0 CXPONSCo. 1N SlCUp Wi 3ppy mha &

(revised) prospectively to all business combinations from 1 January 2010.

* |AS 27, 'Consolidated and separate financial statements’

- effective 1 July 2009.
The revised standard requires the effects of all transactions with non-controlling
interests to be recorded in equity if there is no change in control and these
transactions will no longer result in goodwill or gains and losses.

2009 Annual Report And Financial Statements
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For The Year Ended 31 December 2009

Accounting policies {Con

¢) Summary of significant accounting policies (Continued)

Mavuno Fertilizer Limited did not operate in the year. Mavuno Fertiliser

Limited’s intended operations were undertaken by Athi River Mining Limited

* |AS 36: Impairment of Assets: Amendment relating the unit of accounting
for goodwill impairment test (effective for accounting periods beginning

on or after 1 January 2010).

* |AS 38, intangible Assets: Amendment for measuring the fair value of

an intangibie asset acquired in a business combination {effecti

accounting periods beginning on or after 1 January 2010)

* |AS 39: Financial Instruments: Recognition and Measurement — Eligible
hedged items Amendments to clarify the accounting for embedded
derivatives when reclassifying financial instruments (effective for annual

periods ending on or after 30 June 2009).

* |AS 39: Financial Instruments: Recognition and Measurement

beginning on or after 1 July 2009);

e |FRIC 17: Distribution of non-cash assets to owners (effective for

accounting periods beginning on or after 1 July 2009);

e |FRIC 18 Transfers of assets from customers (effective for accounting

periods beginning on or after 1 July 2009).

The standards and interpretations above have been issued and are mandatory for
the Group's accounting periods beginning on or after 1 July 2009 or later periods.
The impact of the standards and interpretations expected to be relevant to the

Group is detailed below:
* IFRS 3 (revised) ‘Business Combinations’ — effective 1 July 2009.

The revised standard continues to apply the acquisition method to business
combinations, with some significant changes. For example, all payments to
purchase a business are to be recorded at fair value at the acquisition date,
with contingent payments classified as debt subsequently re-measured

through the income statement.

There is a choice, on an acquisition-by-acquisition basis, to measure the non-

_ 28 BFUVL  Athi River Mining Limited

Amendments for eligible hedged items (effective for accounting periods

controlling interest in the acquire either at fair vale or at the non-controlling
interest’s proportionate share of the acquiree’s net assets. All acquisition-
related costs should be expensed.

The Group will apply IFRS 3 {revised) prospectively to all business combinations
from 1 January 2010.

* |AS 27, 'Consolidated and separate financial statements’
- effective 1 July 2009.

The revised standard requires the effects of all transactions with non-controlling
interests to be recorded in equity if there is no change in control and these
transactions wiii no ionger result in goodwiii or gains and iosses. The standard
also specifies the accounting when control is lost; any remaining interest in the
entity is re-measured to fair value, and a gain or loss is recognised in profit or
loss. The Group will apply IAS 27 (revised) prospectively to transactions with
non-controlling interests from 1 January 2010. In the future, this guidance will
also tend to produce higher volatility in equity and/or earnings in connection
with the acquisition of interests by the Group.

e |IFRS 9, ‘Financial instruments part 1: Classification and measurement’
- effective 1 January 2013.

IFRS 9 was issued in November 2009 and replaces those parts of IAS 39
relating to the classification and measurement of financial assets.
Key features are as follows:

Financial assets are required to be classified into two measurement
categories: those to be measured subsequently at fair value, and those to
be measured subsequently at amortised cost. The decision is to be 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.

All equity instruments are to be measured subsequently at fair value. Equity
instruments that are held for trading will be measured at fair value through
profit or loss. For ali other equity investments, an irrevocable election can
be made at initial recognition, to recognize unrealised and realised fair value
gains and losses through other comprehensive income rather than profit or
loss. There is to be no recycling of fair value gains and losses to profit or loss.

2009 Annual Report And Financial Statements
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For The Year Ended 31 December 2009

Accounting policies (Continued)

c) Summary of significant accounting policies (Continued)

Goodwill

Goodwill arising on consclidation represents the excess of the cost of acquisition
over the fair value of the group’s share of the net assets of the acquired subsidiary
as at the date of acquisition. Goodwill is initially recognised as an asset at cost and
is subsequently measured at cost less any accumulated impairment (osses.

o e g | I e |
L N

~ . H P ! [ Sy s
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e Cas

e purpose of impairment tes hogenerating
units expected to benefit from the synergies of the combination. Cash generating
units to which goodwill has been allocated are tested for impairment annually. If
the recoverable amount of the cash generating unit is less than the carrying amount
of the unit, the impairment loss is allocated to reduce the carrying amount of the
goodwili allocated to the unit. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

a
o
c

Investment in subsidiaries
The investments in subsidiaries are stated at their acquisition cost less any
accumulated impairment losses.

Inventories

Inventories are stated at lower of cost and net realisable values. Cost is calculated
on the weighted average cost basis and includes direct production costs, labour
and relevant transport costs. Work in progress comprises raw materials costs, direct
labour costs, other direct costs and related production overheads. Net realisable
value represents the estimated selling price less all estimated costs of completion
and costs to be incurred in marketing, selling and distribution.

Share-based payments
Equity-settled share-based payments to employees and others providing similar
services are measured at the fair value of the equity instruments at the grant date.

Dividends payable

Dividends payable on ordinary shares are charged to retained earnings in the period
in which they are declared. Proposed dividends are not accrued for until ratified at
an Annual General Meeting.

Cash and cash equivalents

For the purpose of the statement of cash flows, 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

32 %g Athi River Mining Limited

banks repayable within three months from the date of advance.

Revaluation reserve

Therevaluation reserve arises on the revaluation of property, plantand equipment.
Where revalued assets are sold, the portion of the properties’ revaliuation
reserve that refates to those assets is effectively realised and transferred directly

ot

- .. ) M
o retamed sarngs.

Translation reserve

The foreign exchange differences relating to the translation of balances from the
functional currencies of the Group’s foreign subsidiaries into the Kenya Shilling,
which is the functional currency of the Group, are brought to account by entries
made directly to the foreign currency translation reserve.

Retirement benefit obligations

The group contributes to the statutory National Social Security Fund in Kenya
and Tanzania. The group’s obligations under the schemes are determined by
local statute and are currently limited to Sh 200 per employee per month in
Kenya and 10% of the gross pay of each employee in Tanzania. The group’s
contributions are charged to the statement of comprehensive income in the year
to which they relate. ARMSA (Pty) Limited does not contribute to any retirement
benefits scheme for its employees.

Employee benefits
Employees’ entitierments to annual leave are recognised when they accrue to
employees. Provision is made for the estimated liability in respect of annuali leave

accrued at the statement of financial position date.

Financial instruments

A financial asset or liability is recognised when the group becomes party to the
contractual provisions of the instrument.

Classification

The group classifies its financial assets into the foliowing categories: financial
assets at fair value through profit or loss, loans and receivables, held-to-
maturity financial assets and available-for-sale financial assets. The classification

2009 Annua! Report And Financial Staterents
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For The Year Ended 31 December 2009

Accounting policies

Financial instruments {Continued)

Financial liabilities
Financial liabilities are classified as other financial liabilities.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair
value, net of transaction costs and are subsequently measured at amortised
cost using the effective interest method, with interest expense recognised
on an ehective yield asis. The effective interest method 1s a method ot
calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments through the expected life of

the financial liability, or, where appropriate, a shorter period.

Derecognition of financial liabilities
The group derecognises financial liabilities when, and only when, the group's
obligations are discharged, cancelled or they expire.

Impairment

At each balance sheet date, 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 the
statement of comprehensive income whenever the carrying amount of the
asset exceeds its recoverable amount.

Provisions

Provisions are recognised when the group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the group will be
required to settle the obligation, and a reiiable estimate can be made of the
amount of obligation.

The amount recognised as a provision is the best estimate of the consideration
required to settle the present obligation at the end of each reporting period,
taking into account the risks and uncertainties surrounding the obligation,

Athi River Mining Limited

34 Ayt

Segmental reporting

Operating segments are reported in a manner consistent with the internal
reporting provided to the Chief Operating Decision maker {Group
management). Management allocates resources to and assess the performance
of the operating segments of the Group. The operating segments are based
on the Group’s management and internal reporting structure.

In accordance with IFRS 8 the Group has the foliowing business segments;
cement and lime and other products segments (see note 3).

Contingent liabilities

Contingent liabilities arise if there is a possible obligation; or a present
obligation that may, but probably will not, require an outflow of economic
resources; or there is a present obligation, but there is no reliable method to
estimate the monetary value of the obligation.

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

Derecognition of financial liabilities
The group derecognises financial liabilities when, and only when, the group’s
obligations are discharged, cancelled or they expire,

Impairment

At each balance sheet date, the group reviews the carrying amounts of its assets
to determine whether there is any indication that those assets have suffered an
impairment ioss. If any such indication exists, the asset’s recoverable amount is
estimated and an impairment loss is recognised in the statement of comprehensive
income whenever the carrying amount of the asset exceeds its recoverable amount.

Provisions

Provisions are recognised when the group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the group will be
required to settle the obligation, and a reliable estimate can be made of the
amount of obligation.

2009 Arnnal Report And Financial Statements
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For The Year Ended 31 December 2009

2 Critical accounting judgments and key sources of
estimation and uncertainty in applying the entity’s
accounting policies {Continued)

Key areas of judgement and sources of estimation uncertainty

The following are the critical judgements and key assumptions concerning
the future, and other key sources of estimation uncertainty at the balance
sheet date that have had the most significant effect on amounts recognised
in the financial statements and that have a significant risk of causing material
adjustment to the carrying amounts of assets and liabilities within the next
financial year:

Property, plant and equipment and intangible assets
The group reviews the estimated useful lives of property, plant and equipment
and intangible assets at the end of each reporting period.

Impairment

At each balance sheet date, 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 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.

Any impairment losses are recognised as an expense immediately. Where
an impairment loss subsequently reverses, the carrying amount of the asset
is increased to the revised estimate of its recoverable amount. A reversal of
an impairment loss, other than that arising from goodwill, is recognised as
income immediately.

Determining whether goodwill is impaired requires an estimation of the value
in use of the cash generating units to which goodwill has been allocated.

Contingent liabilities
As disclosed in note 29 to these financial statements, the group is exposed to
various contingent liabilities in the normal course of business.

The directors evaluate the status of these exposures on a regular basis to
assess the probability of the group incurring related liabilities, However,
provisions are only made in the financial statements where, based on the
directors’ evaluation, a present obligation has been established.

35 ABBAVI  Athi River Mining Limited

The group has adopted IFRS 8 Operating Segments with effect from 1 January 2009.
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. In contrast, the predecessor Standard (IAS 14 Segment Reporting)
required an entity to identify two sets of segments (business and geographical),
using a risks and returns approach, with the entity's ‘system of internal financial
reporting to key management personnel’ servin tarting
identification of such segments. Following the adoption of IFRS 8, the
of the group’s reportable segments has not changed.

et
the st it

Looal .
~roug

P
identification
The group operations are within Kenya, Tanzania and South Africa.

The critical business segments are:

* Cement and lime.
* Other products.

Building Sodium Silicate furnace

2009 Annual Report And Financial Statemets



For The Year Ended 31 December 2009

3 Operating segments

Total

Other products

Cement and Lime

2008

2009
Sh'000

2008
Sh'000

2009
Sh'000

2008

2009

Sh'000

Sh*000

2,278,061 1,973,970 5,214,894 4,635,321

2,661,351

2,936,833

Sales and other income

Cost of sales and

1,974,175 1,754,421 4,266,180 3,929,871

2,175,450

2,292,005

other expenditure

o
L
A
L
o
M~

948,714

219,549

303,886

485,901

644,828

Profit before taxation

4,465,344 2,447,149 12,141,091

3,905,329

7,675,747

Assets

1,119,163 1,253,894 8,012,161

2,971,041

6,892,998

Liabilities

Depreciation

204,524

122,414 92,620 82,120 225,741

133,121

and amortisation

867,863 269,919 403,498 2,462,143 1,230,878

2,192,224

Capital expenditure

Revenue reported above represents revenue generated from external customers.

37

Athi River Mining Limited
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(Continued)

8. Taxation

40

a) Taxation charge

Current taxation charge based on taxable
income:

Prior year over provision

Deferred tax charge (note 22)
Current year charge

Prior year under/{over) provision

b) Reconciliation of taxation to expected
taxation based on accounting profit

Profit before taxation

Tax calculated at a tax rate of 30%
Tax effect of:

- Income not subject to tax

- Expenses not deductible for tax purposes
Prior year current taxation over provision
Prior year deferred taxation under/ (over)
provision

Taxation charge

<) Current tax payable/(recoverable) movement
At 1 January

Taxation charge

Prior year over provision

Taxation paid

Translation adjustment

At 31 December

AFRVA ki River Mining Limited

GROUP
2009 2008
Sh’000 Sh'000
36,384 6.578
6,113) :
30,271 6,578
253,267 214,176
19,402 (18,758)
272,669 195,418
302,940 201996
948714 705,450
284,614 211,635
(143) (170}
5,180 9.289
6,113) .
19,402 (18,758)
302,940 201,996
4,727 (150}
36,384 6.578
6,113) ;
(21,768)
(1,701)
._ -
13,231 4727

2009
Sh‘000

36,384

302

243,883
19,402

263,285

276,905

(143)
3,505
6,113

19,402

293,556

6,113

COMPANY

2008
Sh'000

6,405

6,405

221,556
2,995

224,551
230,956

222,798

(170)
5,333

2,995

230,956

2009 Annual Report And Financial Statements
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12(a). Property, plant and equipment - Group

Freehold
land
Sh'000

Cost or valuation
At 1 January 2008 117,225
Additions 13,640
Transfers -
Disposals -
Translation gain -
At 1 January 2009 130,865
Additions 17,752
Transfers -
Disposals -
Translation loss -
Revaluation surplus 92,398
At 31 December 2009 241,015

Comprising

At cost -
At valuation 2009 241,015
241,015

Depreciation

At 1 January 2008 8,379
Charge for the year -

Eliminated on disposal -
Translation loss -

At 1 January 2009 8,379

42 DYV Athi River Mining Limited

Buildings

on leasehold
land

Sh'000

186,683

731
187,414

67,082

(2,278)
346,315

598,533

598,533
598,533

46,729
4,678

76
51,483

Heavy
commercial
vehicles and
quarrying
equipment
Sh'000

307,296
27,690

1,071

336,057
%3

(803)
(177.,221)

158,126

17,127
140,999

158,126

174,187
22,131

320
196,638

Computer
hardware, plant,
machinery,
motor vehicles,
furniture and
Fittings

Sh'000

3,248,636
43,901
269,106
(3,444)
14,869

3,573,068
82,774
933,953
(4,312)
(5,908)

- 714,869

5,294,444

380,627
4,913,817

5,294,444

669,118
175,064

(3,444)
4,452

845,190

Capital
work in
progress Total
Sh’000 Sh'000
342,059 4,201,899
1,145,647 1,230,878
(269,106) -
- (3,444}
27,753 44,424
1,246,353 5,473,757
2,361,524 2,462,143
{1,001,035) -
- (4,312)
(55,730) (64,719)
- 976,361
2,551,112 8,843,230
2,551,112 2,948,866
- 5,894,364
2,551,112 8,843,230
- 898,413
- 201,873
- (3,444)
- 4,848
- 1,101,690

2009 Annual Report And Financial Statements
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(Continued)

(b}, Property, plant and equipment

Cost or valuation
At 1 January 2008
Additions

Transfers

Disposals

At 1 January 2009
Additions
Transfers

Disposals
Revaluation surplus

At 31 December 2009

Comprising
At cost
At valuation 2009

Depreciation

At 1 January 2008
Charge for the year
Eliminated on disposal
At 1 January 2009

Freehold
land
Sh'000

117,225
13,640

130,865
17,752

92,398

241,015

241,015

241,015

8,379

8,379

‘ 44 %ﬂs Athi River Mining Limited

o

Buildings

on |leasehold
land

Sh'000

179.458

179,458

346,315
525,773
525,773

525,773

46,035
4,486

50,521

Lany

i

Heavy
commercial
vehicles and

quarrying
equipment
Sh'000

299,925
18,295

318,220

(177.221)
140,999
140,999

140,999

171,326
21,268

192,594

Computer
hardware, plant,
machinery,
motor vehicles,
furniture and
Fittings

Sh'000

3,051,098
38,211
269,106
(3,444)

3,354,971
39,537
821,256
(4,312)
714,869

4,926,321

12,504
4,913,817

4,926,321

606,567
157,349

(3.444)
760,472

Capital
work in
progress
Sh'000

258 418
587,130
(269,106)

576,442
1,284,955
(821,256)

1,040,141

1,040,141

1,040,141

Total
Sh'000

3,904,124

657,276

(3,444)

4,559,956
1,342,244

4.312)

976,361

6,874,249

1,052,645

5,821,604

6,874,249

832,307
183,103
(3,444)
1,011,966

2009 Annual Report And Financial Statements
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(Continued)

13. Operating lease prepayments 14 0 e
Group Company Group Company
Sh'000 Sh'000 Sh'000 Sh’'000
Cost Cost
At 1 January 2008 12,880 2,707 At 1 January 2008 8,459 8,459
Additions 21,136 - Additicns 6,771 6,771
Exchange adjustment 1,050 - — -
At 1 January 2009 35066 2707 At 1 January and 31 December 2009 15,230 15,230
Exchanage adinistment (1137 R . . - _
A Vet Amortisation
At 31 December 2009 33,929 2,707 At 1 January 2008 1,910 1,910
Charge for the year 2,382 2,382
Amortisation - -
At 1 January 2008 1219 541 At 1 January 2009 4,292 4292
Charge for the year 279 68 Charge for the year 3,808 3,808
Exchange adjustment 14 - - —_
_— At 31 December 2009 8,100 8,100
Charge for the year 273 68 At 31 December 2009 7,130 7,130
Exchange adjustment (8) - mmmmme S
At 31 December 2009 1,783 697 At 31 December 2008 10,938 10,938
NETBOOKVALLE T T
At 31 December 2009 32,146 2,010
At 31 December 2008 33,554 2,078

46 % Athi River Mining Limited 2009 Annual Report And Financial $tatements
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(Continued)

GROUP COMPANY
2009 2008 2009 2008
Sh'000 Sh'000 Sh'000 Sh'000
17. Inventories

Raw materials 477,590 317,879 414,204 231,936
Finished goods 68,773 72,295 56,149 72,295
Packaging materials 55,11 34,049 55,191 30,340
Stores, spares and laboratory inventories 460,547 343,417 456,199 337,366
Work in progress 22,185 19,440 878 684
1,084,286 787,080 92621 672,621

18. Trade and other receivables
Trade receivables 1,094,402 794,906 973,752 698,671
Prepayment for acquisition of shares* 116,550 - 116,550 -
Other receivables and prepayments 167,650 157,041 50,476 96,995
1,378,602 951,947 1,140,778 795,666

*In October 2009 the group made prepayments towards the purchase of a majority shareholding in a South African based industrial mineral company.

19. Due from Employee Share Option Plan (ESOP)
Loan and receivables

The Company established an Employee Share Ownership Plan (ESOP) for purposes
of encouraging employees to own shares in the Company. This is a separate trustee
administered plan operating within the ESOP rules as contained in the Trust Deed.

The ownership-based compensation scheme is for employees of the group. In
accordance with the provisions of the plan, as approved by shareholders at the annual
general meeting held on 17 June 2005, employees who are in permanent employment
with the group for a minimum period of three years may be granted options to purchase
ordinary shares. When all units are exercised and paid for, the plan will be wound up.

Each employee share option converts into one ordinary share of Athi River Mining
Limited on exercise.

a8 AEXVL  Athi River Mining Limited

Options may be exercised at any time from the date of vesting to the date of their
expiry.As at the end of the year there were no share options granted (2008 — nil).

On 30 November 2007, 6,055,000 ordinary shares of Sh 5 each were issued to the
ESOP at Sh 15 each (market price at the time of approval by the board and Annual
General Meeting in 2005) amounting to Sh 90,825,000, The shares issued to the ESOP
carry pari passu rights with regard to dividends and voting rights. Dividends relating to
unexercised shares accrue to the ESOP.

The amount due from ESOP is accounted for as a loan and receivable financial
instrument. At each reporting period end, the Group reviews the outstanding balance
from the ESOP to determine whether the receivable is impaired. Any impairment loss is
recognised through profit or loss in the year in which it arises

2009 Annual Report And Financial Statements
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(Continued)
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Analysis of borrowings by currency “1
Borrowings Kshs Borrowings in Total

Details of securities
The general short term banking, letters of credit and foreign currency facilities

in equivalent local currency borrowings

Us$ 5h’000 Sh’000 Sh'000  yith CFC Stanbic Bank Limited are secured by first ranking debenture over all the
2009 company's assets for Sh 225,000,000 and a first legal charge for Sh 225,000,000
Bank overdrafts 6778 487 514 080 244 540 750 400 ©OVve' the company’s freehold and leasehold properties ranking pari passu to the
e ’ ' ! legal charges of Barclays Bank of Kenya Limited and Bank of Africa Kenya Limited.

Bank loans 22,340,437 1,635,520 2,490,599 4,126,119
Corporate bond - ; 327,191 327.191 The overdraft facility and letters of credit with Bank of Africa Kenya Limited

are secured by a pari passu debenture for $h 120,000,000 over all the assets
At 31 December 2009 29,118,924 2,149,600 3,062,330 5,212,710 ©f the company.

2008

Bank overdrafts - - 184,017 184,017
Bank loans 17,205,762 1,346,294 489,734 1,836,028
Corporate bond : - - 650,672 650,672

At 31 December 2009 17,205,762 1,346,294 1,324,423 2,670,717

2009 2008
% %

The average interest rates were as follows:
Bank overdrafts 12.00 12.00
Bank loans (Sh) 11.90 12.00
Bank loans (US $) 6.80 7.21
Corporate bond 9.42 10.00

===== ====== “ This will be one of the most energy efficient cement manufacturing plants in the region, with the
best available pollution control technology”.
Pradeep Paunrana with H E President Kikwete during the ground breaking ceremony for the 4,000
tonnes per day cement plant at Tanga.

50 %_(- Athi River Mining Limited 2009 Annual Report And Financial Statements
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21 {b) Borrowings ~Company

Analysis of borrowings by currency

2009

Bank loans
Corporate bond
Bank overdrafts

At 31 December 2009

2008

Bank loans
Corporate bond
Bank overdrafts

At 31 December 2008

The average interest rates
Bank overdrafts

Bank loans (Sh)

Bank loans (US$)
Corporate bond

Borrowings
in
Us$

6,778,487

_

6,778,487

16,207,554

16,207,554

(Continued)

Kshs Borrowings in

equivalent local currency

Sh'000

514,080

-

514,080

1,269,052

_

1,269,052

were as follows:

Sh'000

2,490,599
327,191
245,320

_

3,063,110

467,332
650,672
184,017

1,302,021

Total
borrowings
Sh'000

2,490,59%
327,191
759,400

—_—

3,577,190

1,736,384
650,672
184,017

Details of securities

The general short term banking, letters of credit and foreign currency facilities with
CFC Stanbic Bank Limited are secured by a first ranking debenture over all the
company’s assets for Sh 225,000,000 and a first legal charge for Sh 225,000,000
over the company’s freehold and leasehold properties ranking pari passu to the
legal charges of Barclays Bank of Kenya Limited and Bank of Africa Kenya Limited.

The overdraft facility and letters of credit with Bank of Africa Kenya Limited
are secured by a pari passu debenture for Sh 120,000,000 over all the assets
of the company.

The overdraft and loan facilities with Barclays Bank of Kenya Limited are secured
by a legal charge over certain properties of Sh 264,000,000 and a debenture of Sh
264,000,000 over all the assets of the group.

The loan from East African Development Bank is secured by a bank guarantee from
Bank of Africa Kenya Limited.

The loan from PTA Bank is secured by an all assets debenture of Sh 76,000,000
The corporate bond i unsecured and matures in 2010.

At 31 December 2009, the company had outstanding letters of credit amounting to
Sh 1,135,973,505 {2008 - Sh 5,928,811).

2009 Annual Report And Financial Statements
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(Continued)

23. Finance leases (Continued) 24 Trade and other ayables
GROUP COMPANY GROUP COMPANY
2009 2008 2009 2008 2009 2008 2009 2008

Sh'000 Sh'000 Sh'000 Sh'000 Sh'000 Sh'000 Sh'000 Sh’'000
(c) Analysis by cash flows:
At 1 January 28,502 48,026 27,317 45809 Trade payables 891,828 680,782 771,399 490,357
New financing received 1,854 - - . Other payables and accruals 223,047 97.160 126,425 179,887
Repayments (22,438) (19,044) (21,020) (18,492)
Exchange adjustment LY (480) - . Leave pay provision 8,949 7,800 8,949 7,800
At 31 December 8,259 28,502 6,297 27,317 1,123,824 785,742 906,773 678,044

It is the group's policy to acquire some of its motor vehicles through finance leases.
The average lease term is 4 years, The weighted average rate of interest on the
obligation under finance lease agreements as at 31 December 2009 was 12.31 %
(2008: 7.00%). Interest rates are fixed at the contract date. All leases arecn a fixed
repayment basis and no arrangements have been entered into for contingent rental

payments.

The carrying value of the company's motor vehicles under lease obligations as at 31
December 2009 is Sh 31 536,908 (2008 - Sh 47,017 ,440).

The group's obligations under the finance leases are secured by the lessor’s charges

over the leased assets.

“The total structural and machinery fabrication at site for the cement plant expansion is nearly
2,000 tonnes”. ARM engineering and machinery fabrication team at work.

R E TR 2009 Annual Report And Financial Statements
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(Continued

26 Related party transactions and balances

Parties are considered to be related if one party has the ability to control the other

party of exercise significant influence over the other party in making financial or
operational decisions.

Related parties also include the management personnel, their associates and close
family members.

in the normal course of business, transactions are conducted with related parties 2t
terms and conditions similar to those offered to other customers. Transactions with
related parties during the year and related party outstanding balances aré disclosed
below:

2009 2008

Sh’000 sh'00C

(a) Transactions

Sales:

ARM (Tanzania) Limited 14,675 12,404

ARMSA (Pty) Limited 56,616 68,580

Rhino Special Products Limited 76,552 75,621
147,843 156,605

Purchases:

Operating lease rentals 3,000 4,284

The outstanding balances arising from sale and purchase of goods and services are
as follows:

2009 2008
Sh'000 Sh'000

(b) Due from related parties — group
Rhino Special Products Limited 19,921 15,537
Cement Distributors Limited 643 673
20,564 16,210

L PRI T Y |

(c) Due from related parties — company

2009 2008
Sh'Q00 Sh'000
Maweni Limestone Limited 572,233 386,593
ARM (Tanzania) Limited 268,013 196,627
ARMSA (Pty) Limited 130,748 168,659
Rhino m_umgm__ Products Limited 19,921 15,537
Due from a director - 232
_ 990915 _ 767,648
(d) Due to related parties — group

Due to directors 6,462 3,164

(e) Due to related parties — company
Due to directors 2,101 -

(f) Key management compensation

The remuneration of directors and other members of key management during the
year were as follows:

2009 2008
Sh'000 Sh'000
Galaries and other benefits 155,662 110,706
(g) Directors’ remuneration
Fees for services as directors 3,019 3,439
Other emoluments (included in key management
compensation above 99,018 55,848
102,037 59,287

2009 Annual Report And Financial Statements
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(Continued)

30. Financial risk management
The group's activities expose it to a variety of financial risks including credit,
liquidity and market risks which mainly comprise effects of changes in foreign
currency and interest rates 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 is carried out by the group’s finance department under poiicies
approved by the Board of Directors. Finance identifies, evaluates and hedges
financial risks. The Board provides written principles for overall risk management,
as well as written policies covering specific areas.

The group has policies in place to ensure that sales are made to customers with an
appropriate credit history. There has been no change to the group’s exposure to
market risks or the manner in which it manages and measures the risk.

Market risk

(i) Foreign exchange risk

The group is exposed to foreign exchange risk arising from various curréncy
exposures, primarily with respect to the US dollar. Foreign exchange risk arises from
future commercial transactions, recognised assets and abkilities. Monetary assets
and liabilities held in foreign currencies are closely monitored to ensure that they
are not materially affected by adverse foreign currency fluctuations.

The company hedges its foreign exchange risk on foreign currency denominated
sales with foreign currency borrowings.

At 31 December 2009, if the Kenya Shilling had weakened/strengthened by 5%
against the US dollar with all other variables held constant, the impact on pre tax
profit for the year would have been Sh 110,343,552 (2008: Sh 5,314,000) higher/
lower, mainly as a result of US dollar payables and bank balances.

(ii) Interest rate risk
The group is exposed to interest rate risk as it borrows funds both at fixed and

floating interest rates. The risk is managed by the group by a close management
monitoring control. As at 31 December 2009, an increase/decrease of 5 percentage
points on average borrowing rates would have resulted in an increase/decrease in
pre tax profit of Sh 10,543,350 {2008 - Sh 13,673,000).

Credit risk

Credit risk refers to the risk that counter party will default on its contractual
obligations resulting in financial loss to the group. The group has adopted a policy
of only dealing with creditworthy counterparties as a means of mitigating the risk
of financial loss from defaults. The group’s exposure and the credit rating of its
counterparties are continuously monitored and the aggregate value of transactions
concluded is spread amongst approved counterparties. Credit exposure is controlied
by counterparty limits that are reviewed and approved by the management annually.
Trade receivabies consist of a large number of custon
geographical areas. On an ongoing basis, a credit evaluation is performed on the
financial condition of accounts receivable.

oot Armare
T I LS LR

The group does not have any significant credit risk exposure to any single
counterparty or any group of counterparties having similar characteristics. The
group defines counterparties as having similar characteristics if they are related
entities. Concentration of credit risk did not exceed 5% of gross monetary assets at
any time during the year.

The carrying amount of financial assets recorded in the financial statements

represents the group’s maximum exposure to credit risk without taking account of
the value of any collateral obtained is as follows:

2009 Annual Report And Financial Statements
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(Continued)
Financial risk management (Continued)

Credit risk {Continued)

Less than Between
1 1-3 Over 3 Over 12
month months months months Total
Sh'000 Sh'000 Sh'000 Sh'000  Sh'000
At 31 December 2009
Borrowings 183,271 366,542 1,649,437 3,013,460 5212710
Finance leases 618 1,237 5,566 838 8,259
Trade Um«mﬁ_mm 409,433 197,685 69,768 214,942 891,828
Due to related parties 6,462 - - - 6,462
599,784 565,464 1,724,771 3,229,240 6,11 9,259
Less than Between
1 1-3 Over 3 Qver 12
month months months months Total
Sh'000 Sh'000 Sh'000 Sh'000  Sh’000
At 31 December 2008

Borrowings - 498,826 602,132 1,569,759 2,670,717
Finance leases 1,699 3,398 15,292 8,118 28,507
Trade payables - 372,891 24,846 92,620 490,357
Due to related parties - 3,164 - - 3,164
1,699 878,279 642,270 1,670,497 3,192,745

31. Capital risk management

The group manages its capital to ensure that entities in the group will be able to
continue as a going concerns while maximising the return to stakeholders through
the optimisation of the debt and equity balance.
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The capitai structure ol ihe gioup consi < es the bo s,
cash and cash equivalents and equity attributable to equity holders of the parent,
gs

comprising issued capital, reserves and retained earnin

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 total capital.

Net debt is calculated as total borrowings less cash and cash equivalents.

Total capital is calculated as equity plus net debt.

GROUP COMPANY
2009 2008 2009 2008
Sh000 Sh'000 Sh'000 Sh'000
Share capital 495,275 495,275 495,275 495,275
Share premium 302,027 302,027 302,027 302,027
Revaluation surplus 1,531,797 35,323 1,531,797 35,323
Retained earnings 1,886,662 1,362,975 1,861,931 1,354,556
Translation reserve {86,831) (68,057) - -
Equity 4,128,930 2,127,543 4,191,030 2,187,181
Total borrowings and
finance leases 5,220,969 2,699,219 3,583,487 2,598,390
Less: cash and bank balances  (812,527) {46,139) {13,173) (24,974)
Net debt 4,408,442 2,653,080 3,570,314 2,573,416
Total capital 8,537,372 4,780,623 7,761,344 4,760,597
Gearing 52% 55% 46% 54%
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Shareholder’s iInformation

ARM Top Ten Shareholders

The Ten largest Shareholdings in the company and the respective number of shares held at 31st December 2009 are as

follows:
Name Number Of Shares % Shareholding
1. Amanat Investments Limited 45,432,249 45.87
2. Cfc Stanbic Nominees Ltd A/C Nr01502 7,600,000 7.61
3.Athi River Mining Employee Share Ownership Plan 5,955,000 6.01
4. Barclays (Kenya)Nominees Lts Non-Resd. A/C 9697 2,137,800 216
5. Orthodox Archbishopric Of Kenya & Irinoupolis 1,852,200 1.64
6. Wilfred Murungi 1,166,862 1.18
7. Barclays (Kenya) Nominees Ltd A/C 9230 1,165,577 1.03
8. National Social Security Fund Board Of Trustees 870,0G0 0.77
9. Barclays (Kenya) Nominees Ltd A/C 9486 859,250 0.76
10. Barclays (Kenya) Nominees Ltd A/C 9203 835,650 0.74
11. Others 31,180,412 32.23
Total 99,055,000 100

As At 31st Decernber 2009

Number Of Shares No. Of Shareholders Number Of Shares % Shareholding
LESS THAN 500 2,840 552,061 0.56

501 - 5000 3,235 5,092,849 5.14
5001 - 10,000 224 1,676,495 1.69
10,001 - 100000 241 7,406,618 7.48
100,001 - 1000000 57 16,394,638 16.55
QOVER 1,000,000 6 67,932,339 68.58

Total 6,603 99,055,000 100
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