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P.O, Box 41968
GPOQ0L00
Nairobi.
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

REPORT OI' THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2006

The directors submit their report and the audited fimancial statements for the year ended 31 December 2006,
which show the state of the group’s affairs,

I

PRINCIFAL ACTIVITIES

The principal activities of the company und its subsidiaries are to manufacture and sell paints,
adhesives, decorating sundries, PV A emulsion, alkyd resins and tins.

The operations of Twiga Paints Limited, one of the subsidiarics, were from 1% July 2006 taken over
by Crown-Berger Kenya Limited, the parent company. Consequently, Twiga Paints Limited became a

dormiant company. Unibilt 2003 Limited, a subsidiary of Crown-Berger Kenva Limited, leased its
operations with effect from 1* May 2007 to Metal Cans and Closures Limited.

ROYALTY AGREEMENT WITH IMPERIAL CHEMICAL INDUSTRIES PLC

The royalty agreement entered into between Imperial Chemical Indusiries PLC and Crown-Berger
Kenya Limited (the licensee) expired on 31 December 2005, The rovalty agreement gave Crown-
Berger Kenya Limited the right to grant sub-licenses to its subsidiary companies. This agreement was
not renewed. Consequently, no products were manufactured by Crown-Berger Kenya Limited or its
subsidiaries under the brand names of Imperial Chemical Industries PLC after 31 March 2006 when
the right to sale products in stock at 31 December 2005 expired.

GROUP RESULTS

The results for the year are set out on page 7.
COMPANY RESULTS

The results for the year are set out on page 11.

DIVIDENDS

Subject to approval by shareholders, the directors recommend the payment of a dividend of KShs
1.50 (2005: KShs 1.00) per share amounting to KShs 35,590,500 (2005: 23,727,000).

FINANCIAL STATEMENTS

At the date of this report, the directors were not aware of any circumstances, which wonld have
rendered the values attributed to assets and labilities in the financial statements of the group

misleading.
RESERVES

The reserves of the group amd the company are set out on page 25, Note 11.






CROWN-BERGER KENY A LIMITED AND SUBSIDIARTES

REPORT OF THE DIRECTORS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

8.  DIRECTORS

The directors who served during the year and to the date of this report were:-

M. Charania ./ - Chairman

RK.Rav/; - Managing Director

F.G.K. Maina/

M. Bhatt /

P.M. Mwati / . (Alternate to M. Bhatt)

HHRJ Charania «

A Gupta / - Resigned on 23.11.2006

F. 0. Ogutu / - Appointed on 23.11.2006
9.  AUDITORS

Emst & Young have expressed their willingness to continue in office in accordance with Section
159(2) of the Kenyan Companies Act.

By Qrder of the Board
l\";"oﬂa Fox

Secretary

&* May 2007






CROWN-BERGER KENYA LIMITED AND SURSIDIARIES
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

ON THE GROUP’S FINANCIAL STATEMFENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

The Kenyan Companies Act requires the directors to prepare financial statements for cach financial year
which give a truc and fair view of the state of affairs of the Group and the Company as at the cnd of the
financial year and of the operating results of the Group and the Company for that year. It also requires the
directors to ensure the Group and the Company keep proper accounting records which disclose, with
reasonable accuracy, the financial position of the Group and the Company. They are also responsible for
safeguarding the assets of the Group.

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

The directors have resolved that the operations of Unibuilt 2003 Limited be leased out with effect from 1%
May 20607,

Nothing has come to the attention of the directors to indicate that the other group companies will not remain _
going concerns for at least the next twelve months from the date of this statement.
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CROWN-BERGER KENY A LIMITED AND SUBSIDIARIES
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 20606

The directors submit their report and the audited financial statements for the year ended 31 December 2006,
which show the state of the group’s affairs.

1.

PRINCIPAL ACTIVILIES

The principal activities of the company and its subsidiaries are to manufacture and sell paints,
adhesives, decorating sundries, PVA emulsion, alkyd resing and tins.

The operations of Twiga Paints Limited, one of the subsidiaries, were from 1™ July 2006 taken over
by Crown-Berger Kenya Limited, the parent company. Consequently, Twiga Paints Limited became a

dormant company. Unibilt 2003 Limited, a subsidiary of Crown-Berger Kenya Limited, leased its
operations with effect from 1 May 2007 to Metal Cans and Closures Limited.

ROYALTY AGREEMENT WITH IMPERIAL CHEMICAL INDUSTRIES PLC

The royalty agreement entered into between Imperial Chemical Industries PLC and Crown-Berger
Kenya Limited (the licensee) expired on 31 December 2005. The royalty agreement gave Crown-
Rerger Kenya Limited the right to grant sub-licenses to its subsidiary companies. This agreement was
not renewed. Consequently, no products were manufactured by Crown-Berger Kenya Limited or its
subsidiaries under the brand names of Inperial Chemical Industries PLC after 31 March 2006 when
the right to sale products in stock at 31 December 2005 expired.

GROUP RESULTS

The results for the year are set out on page 7.
COMPANY RESULTS

The results for the year are set out on page 11.
DIVIDENDS

Subject to approval by shareholders, the directors recormend the payment of a dividend of KShs
1.50 (2005: KShs 1.00) per share amounting to KShs 35,590,500.(2005: 23,7277,000).

FINANCIAL STATEMENTS

At the date of this report, the directors were not aware of any circumstances, which would have
rendered the valuves attributed to assets and liabilities in the financial staternents of the group
misleading.

RESERVES

The reserves of the group and the company are set oul on page 25, Note 11.



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
REPOR'T OF THE DIRECTORS (Continued)

FOR THE YEAR ENDED 31 DECEMBER 2006

8. DIRECTORS

The directors who served during the year and to the date of this report were:-

M. Charania / - Chatrman

RK. Ra(}f;‘ - Managing Dircctor
F.GX. Maina/

M. Bhatt 7

P.M. Mwati / - (Alternate to M. Bhatt)
H.H.R.J Charania -~

A.Gupta /" - Resigned on 23.11.2006
F. 0. Ogutu / - Appointed on 23.11.2006

9. AUDITORS

Emst & Young have expressed their willingness to continue in office in accordance with Section
159(2) of the Kenyan Companies Act.
By Order of the Board

Fiona Fox
Secretary

8" May 2007



CROWN-BERGER KENYA LIMITEL AND SUBSIDIARIES
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

ON THE GROUP’S FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

The Kenyan Companics Act requires the directors to preparg financial statements for each financial year
which give a true and fair view of the state of affairs of the Group and the Company as at the end of the
financial year and of the operating results of the Group and the Company for that year. It also requires the
dircctors to ensure the Group and the Company keep proper accounting records which disclose, with
reasonable accuracy, the financial position of the Group and the Company. They are also responsible for
safeguarding the assets of the Group.

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

‘The directors have resolved that the operations of Unibuilt 2003 Limited be leased out with effect from 1
May 2007.

Nothing has come to the attention of the directors to indicate that the other group companies will not remain -
going concerns for at least the next twelve months from the date of this statement,

v

Dircctor




i” E R N S T & YOUN G & Certified Pulilic Accountants & Thone: + 254 20 2715300
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REPORT OF THE INDEPENDENT AUDITORS
TO THE MEMBERS OF
CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

W have audited the accompanying consolidated financial statements of Crown-Berger Kenya limited (the
company) and its subsidiaries (together, the group), as set out on pages 6 to 35 which comprise the
consolidated balance sheet as at 31 December 2006, and the consolidated income statement, statement of
changes in equity and cash flow statement for the year then ended, together with the balance sheet of the
company as at 31 December 2006, the income statement and statement of changes in equity of the company
for the year then ended, and a summary of significant accounting policies and other cxplanatory 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 the requirements of the Kenyan
Companies Act. This responsibility includes: designing, implementing and maintaining internal control
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.

Auditor’s Responsibllity

QOur responsibility is to express an independent opinion on the financial statements based on vur audit. We
conducted our audit in accordance with Intemational 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 fron material misstaternent.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depended on our professional judgememt, including the
assessment of the risks of material misstatement of the financial statements, whether due to frand or error.
In making those risk assessments, we considered the internal control relevant to the company’s preparation
and fair presentation of the financial staterments in order to design audit procedures that were appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasenableness of accounting estimates made by the dlrcctors -as wel! as evaluating the overall presentation
of the financial statements,

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

Opinion

[n our opinion the accompanying financial statements give a true and fair view of the state of financial
affairs of the group and of the company as at 31 December 2006 and of the profit and cash flows of the
group and company for the year then ended in accordance with Intemational Financial Reporting Standards
and the requirements of the Kenyan Companies Act.

i - s
Certified Public Accountants
Nairobi
< Ha’\J) 2007, & Other Offices: NAKURU, MOMBASA, FLDORET.

C.A. Dtolo, ).K. Geita, PM. Kamau, G.G. Karwu, LK.C. Cheboror, AS. Gilani,
PN Anrhmga C.0. Alinda, H.C. Wasike, G.5. Santokh, G. Gitahi.

5



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
CONSQLIDATELD BAT.ANCE SIIEET
AS AT 31 DECEMBER 2006

ASSETS

NON-CURRENT ASSETS
Property, plant & equipment
Work-in-progress

Prepaid leases on leasehold land
Inter company loans

CURRENT ASSETS

Stocks

Trade and other debtors
Amounts due from related parties
Tax recoverable

Bank balances and cash

TOTAIL ASSETS
SHARFHOLDERS' FUNDS AND LIABILITIES

CAPITAL AND RESERVES
Share capital

Reserves

Proposed dividends

NON-CURRENT LIABILITIES
Deferred tax
Loan

CURRENT LIABILITIES
Bank overdraft

Loan

Commercial paper

Tax payahle

Trade creditors and accruals
Amounts due to related parties

TOTAL SHAREHOLDERS® FUNDS AND LIABILITIES

) Directors

)

Note

10
11
12

13
15

14
15
16
26
17
9(iii)

2006 2005
KShs'000  KShs’000
458,824 353,489
15.305 21,723
10,614 18,128
15.833 -
500,576 393,340
571,818 536,027
409,954 285,430
29,513 .

§ 21,093

22,880 22,931
1,034,165 865481
1534741 1258821
118,635 118,635
616,727 504,307
35,591 23,727
770,953 646,669
78,978 71,939
37.500 -
116,478 71939
7,104 146,371
69,132 20,000
172,932 142,926
9,873 -
388,269 203,449

. 27467

647,310 540213
%@4 258,821

& may. . 2007



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDLD 31 DECEMBER 2006

CONTINUING OPERATIONS

SALES
COST OF SALES
GROSS PROFIT

OTHER INCOME

EXPENSES:-
Administration and establishment

Selling and distribution
Other expenses

PROFIT FROM CONTINUING OPERATIONS
NET FINANCE COSTS

PROFIT FROM CONTINUING OPERATIONS BEFORE
SHARE OF ASSOCIATE LOSS, EXCEPTIONAL ITEM AND

TAXATION
SHARE OF ASSOCIATE LOSS

PROFIT FROM CONTINUING
OPERATIONS BEFORE EXCEPTIONAL ITEM AND
TAXATION

EXCEPTICNAL ITEM
PROFIT BEFORE TAXATION
TAXATION

PROFIT FOR THE YEAR FROM CONTINUING
OPERATIONS

DISCONTINUED OPERATION
PROFIT FOR TIIE YEAR
FROM A DISCONTINUED OPERATION

PROFIT FOR THE YEAR.
Earnings per share

Attributable to continuing opcrations
Attributable to discontinued operation

Dividends proposed for the year

Note

18
19

20

21
22
23

24

25

26

27

28
28

12

2006 2005
KShs' (00 KShs 000
1,689,630 1,442,439
(1.084.372) (999.163)

005,258 443,276
24,052 33,707
629310 476,983
263 845 198,322
163792 111,469
58,843 60.269
486480 370,060
142,830 106,923
{40,109) (30,655)
102,721 76,268
(1.000) —— =
101,721 76,268
(21371) (6.542)
20,350 69,726
(16,578) (35.308)
03,772 34418
8.160 -
11,932 24

KShs KShs

2.69 1.45

0.34 .

203 BE )
KShs 000 KShs'000



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2006

At 1 January 2005
Transfer of excess depreciation on revaluation
net of related deferred tax
Profit for the year
Dividends
- Proposed for 2005

At 31 December 2005

At 1 Janwary 2006
Revaluation surplus
Transfer of excess depreciation on revaluation
net of related deferred tax
Deferred tax
Profit for the year
Dividends
- Paid for 2005
- Proposed for 2006

At 31 December 2006

Share
capital
KShs’000

118,635

118,635

118,635

Sharz  Revaluation
premium TEserve
KShs'000 KShs™000

80,174 54,252

- {9,051)
80,174 45.201
80,174 45,201

- 103,021

- (13,215)

(26,942)
8174 108,065

Retained
profits
KShs’000
359,190

3,051
34,418

23.727)

278952

378,932

13,215

71,932

(35.590)
428488

Proposed
dividends
K5hs™000

23,727

23,787

23,727

(23,727)
35.591

Toral
equity
KShs’000

612,251

34,418

£46,062

646,569
103,021

(26,942)
71,932

(23,727)

770953



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before share of loss of associated company, exceptional

item and taxation
Attributable to contiming operattons
Attributable to discontinued operation {Note 27)

Adjustments for:-

Depreciation

Leaschold Iand amortigation
Amortisation of goodwill

Foreign exchange loss

Interest expense

Gain on disposal of plant & equipment

Operating profit before working capital changes

Trade and other debtors
Stocks

Trade creditors and accruals
Rclated partics

Cash flows generated from operations
Income taxes paid
Interest paid

Net cash flows fromy/( used by) operating activities

CASH FLOWS TO INVESTING ACTIVITIES
Purchase of property, plant and equipment
Work-in-progress

Proceeds on sale of plant and equipment
Investment in subsidiary

Net cash flows to investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Lagan proceeds

Borrowings on commercial paper

Loan paid

Dividends paid on ordinary shares

Net cash flows from financing activities

Net increase/{decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Eftect of exchange rate changes

Cash and cash equivalents at the end of the year (Note 29)

2006
KShs’000

102,721
12618
115,339

40,017
265

(929)
32,299
(17.308)

169,683

(124,524)
(35,791)
184,820
(17.879)

176,309
(9,974)
(32.299)

134,036

(80,228)

(15,305)
7,031
(1,000)

(89,502)

107,476
30,006
(20,000)
(23727

93,755

138,287
(123,440)
929

15776

2005
KShs'000

76,268

76,268

24,180
369
6,539

(1,887)
25,493

(845)

130,117

(48,470):
(86,325)
28,013
(20.510)

2,825 .
(30,964)
(25,493)

{53.632)

(60,752)
(15,170)
845

(75.077)

20,000
26,574
(30,000)

(112,135)
(13,192)
1,887



CROWN-BERGER KENY A LIMITED AND SUBSIDIARIES

COMPANY BALANCE SHEET
AS AT 31 DECEMBER 2006
2006 2005
ASSETS Note KShs’(0) KShs'000
NON CURRENT ASSETS
Property, plant & equipment 2 426340 270,436
Work-in-progress 3 15,305 21,723
Prepaid leases on leasehold land 5 10,614 10,879
Investment in subsidiary companies & 93,378 92,378
Inter company loans 9(ii) _15.833 -
561.470 395436
CURRENT ASSETS
Stocks 7 508,509 430,513
Trade and other debtors 8 289,029 206,109
Amounts due from related parties 9(iii) 187,298 179,100
Tax recoverable - 22,011
Bank balances and cash 22271 19,626
1,007,107 857,359
TOTAL ASSETS 1,268,577 L252,795
SHAREHOLDERS' FUNDS AND LIABILITIES
CAPITAL AND RESERVES
Share capital 10 118,635 118,635
Reserves 11 577,938 467,846
Proposed dividends 12 35591 23,727
732,164 610,208
NON CURRENT LIABILITES
Deferred tax 13 7.765 _57.108
CURRENT LIABILITIES
Bank overdraft 14 6,505 144,862
Loan 15 56,632 20,000
Commercial paper 16 172,932 142,926
Trade creditors and accruals 17 367,410 181,428
Amounts due to related parties 9Gii) 136,777 96,263
Tax payable 26 8392 -
748,648 585479
TOTAF. SHAREHOLDERS® FUNDS AND
LIABILITIES 1,568,577 1,252,795
'The financial ftements were approved by the Board of Directorson ......... g ....... Mgr ...... 2007
and si i y: -
........................... )
)
Y Directors
)




CROWN-BERGER KENY A LIMITED AND SUBSITIARIES

COMPANY INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER. 2006

SALES
COST OF SALES
GROSS PROFIT

OTHER INCOME

EXPENSES: -

Administration and establishment
Selling and distribution

Other expenses

PROFIT FROM CONTINUING OPERATING
OPERATIONS
NET FINANCE COSTS

PROFIT FROM CONTINUING OPERATIONS BEFORE
SHARE OF ASSOCIATE LOSS AND TAXATION

‘SHARE OF ASSOCIATE LOSS

PROFII FROM CONTINUING OPERATIONS BEFORE
TAXATION

TAXATION

PROFIT FOR THE YEAR

Earnings per share
Dividends:

Proposed for the year

Note

18
19

20

21
22
23

24

25

.26

28

12

2006
KS8hs’ 000

1,630,086
(1,051.445)
578,641

236,346
163,792

58.843 -

459,481
149,583

(39.783)

109,800

1.000

108,800

{40,196}

2005
KShs’000

1,244,739
(889,354}
355,385

(29,729)

36,715

1

36,715

(18.113)

KShs

K5hs 000

23,727



CROWN-BERGER KENY A LIMITED AND SUBSIDIARIES

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2006

Share
capital
KShs 000

At 1 January 2005 118,635
Transfer of excess depreciation on
revaluation net of related deferred tax -
Profit for the vear -
Dividends

- Proposed for 2005 -

At 31 December 2005 118,635

At 1 January 2006 118,635
Revaluation surplus -
Transfer of excess depreciation cn
revaluation net of related deferred tax -
Deferred tax -
Profit for the year -
Dividends

- Paid for 2005

- Proposed for 2006 -

At 31 December 2006 118,635

Share
premium
KShs’000

80,174

£0.174
80,174

Revaluation
reserve
KShs’000
94,628

(9,051)

85,977

85,577
103,021

(13,215)
(26,942)

Retained
profits
KShs'000
298,169

5,051
18,602

(23.727)
302,005

302,085

13,215

68,604

(35.591)
249,323

Propesed
dividends
KShs™000

(23,727)
35,591

35,521

Tatal
equity
KShs’000

591,606
18,602
610,208
610,208
103,021
(26,942)
69,604

(23,727)

132,164



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS
[FOR THE YEAR ENDED 31 DECEMBER 2006

I SIGNIFICANT ACCOUNTING POLICIES

The fnancial stakements have been prepared in accordance with International Financial
Reporting Standards. The principal accounting policies adopted remain unchanged from the
previous year except as stated in paragraph (a) below:

a)

b)

d)

Adoption of new and revised International Financial Reporting Standards (IFRS)

In 2006 new and revised standards and interpretations became effective for the first
time and have been adopted by the group where relevant to its operations. This only
resulted in changes in presentation and disclosures as follows:

» IAS 1 requires management judgement and key sources of estimation and
wncertainty at balance sheet date to be disclosed in the financial statements
¢ JAS 16 has required the disclosure of comparative figures for the movements in

property, plant and equipment
¢ [AS 24 has required the disclosures of the compensation of key management
s IFRS 5 has required the disclosure of segment results

Basis of preparation.

The financial statements are prepared in compliance with International Fimancial .
Reporting Standards (IFRS): The measurement basis applied is the historical cost basis,
except where otherwise stated in the accounting policies below. The financial
staternents are presenied in Kenya Shillings rounded to the nearest thousand (KShs®
000). .

The preparation of financial statements in conformity with IFRS requires the use of
estimates and assumptions. It also requires directors to exercise judgment in the
process of applying the group’s accounting policies. Although these estimates are
based on the directors’ best knowledge of current events and actions, actual results may
differ from those estimates. Accounting policies ‘14" and ‘le’ below on ‘critical
accounting estimates and assumptions” and ‘critical accounting judgements’ highlight
the areas that involve a higher level of judgement, or where the estimates or
assumptions used are significant to the financial statements.

Consolidation.

The consolidated financial statements comprise the financial statements of Crown-
Berger Kenya Limited (the parent company) and its wholly owned subsidiaries
Twiga Paints Limited and Unibilt 2003 Limited after elimination of inter-company
transactions. The 50% investment in Crown Paints & Building Products, Uganda
where the parent company has no significant influence has been accounted on equity
basis. The financial statements of subsidiaries are prepared for the same reporting
period as the parent company, using consistent accounting policies.

Critical accounting estimates and assumptions

In the process of applying the group’s accounting policies, directors make certain
estimates and assumptions about future events. In practice, the estimated and assumed
results would differ form the actual results. Such estimates and assumptions, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next finencial year, are described below:



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO TIIE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

L.

SIGNIFICANT ACCOUNTING POLICIES {Continued)

d)

g

Critical accounting estimates and assumptions (continued)

Property and equipment
Directors make estimates in determining the depreciation rates for properly and
equipment. ‘The rates used arc sct out in the accounting policy for property and equipment

These estimates are continually evalvated and are based on historical experience and other
factors, including expectations of future cvents that arc believed to be reasonable under
the prevailing circumstances

Critical accounting judgements

In the process of applying the group’s accounting policies, directors make certain
judgements, that are continuously assessed based on prior experience and other
determinants, including expectations of future events that, under the circumstances are
deemed to be reasonable as described below:

Provisions for obsolete stocks

Directors review the stocks on an annual basis to assess the likelihood of obsolescence. In
determining whether a stock item is obsolete, directors make judgement as to whether the
stock item can be used as an input in production or ig in saleable condition.

Provisions for doubtful debts
The group reviews its debtors’ portfolio regularly to assess the likelihood of impairment.

" This requires an estimation of the amounts that are irrecoverable.

Revenue recognition.

Sales are recognized upon delivery of products and customer acceptance, net of rebates,
discounts and value added tax.

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

All other income earned by the group is recognized as it accrues.
Taxation
Income tax expense represents the sum of current tax payable and deferred taxation.

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

Deferred taxation is provided using the liability method, for all temporary differences
arising hetween the tax bases of assets and Habilities and their carrying vabues for financial
reporting purposes. Deferred tax asscts are recognised for all deductible temporary
difterences, carry forward of unused tax losses and unused tax credits to the extent that it
1s probable that future taxable profits will be available against which the deductible
temporary differences, unused tax losses and the unused tax credits can be utilised.
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDID 31 DECEMBER 2006

1. SIGNIFICANT ACCOUNTING POLICEES (Continued)

h)

i)

Taxation
Income tax expense represents the sumn of current tax payable and deferred taxation.

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

Deferred taxation is provided using the liability method, for all temporary differences
arising between the tax bases of assets and liabilities and their carrying values for financial
reporting purposes. Deferred tax asscts are recognised for all deductible temporary
differences, carry forward of unused tax losses and unused tax credits to the extent that it
is probable that future taxable profits will be available against which the deductible
temporary differences, unused tax losses and the unused tax credits can be utilised.

Property, plant, equipment and depreciation.

Property, plant and equipment are stated at cost or at professionally revalued amounts less
accunmulated depreciation and any accumulated impairment.

Property plant and equipment are revalued at periodic intervals, usually after every ten
years.

Increases in the carying amount arising on revaluations are credited to a revaluation
surplus. Decreases that offset previous increases of the same asset are charged agaiust the
revaluation surplus. All other decreases are charged to the income statement.

Depreciation is calculated on the straight-line basis, at annua) rates estimated to write off
carrying values of the assets over their expected useful lives. The annual depreciation rates
in vse are:

Leasehold building 2%
Plant and machinery 8% and 10%
Fixtures & fittings C121%
Motor vehicles 20% and 25%
Computers 20%

Excess depreciation on the revaluation surplus is transferred from the capital reserve to
TEVENILIE I'ESCIvE.

Gains and losses on disposal of property, plant and equipment are determined by reference
to their carrying amounts and are taken into account in determining operating profit. On
disposal of revalued asseis, amounts in the revaluation surplus relating to that asset are
transferred to retained earnings.

The carrying values of the property, plant and equipment are assessed annually and
adjusted for impairment where it is constdered necessary.

Intangible assets

Intangible assets {goodwill, trade marks, and brand names} are capitalized and amortized
over their useful lives.

15



CROWN-BERGER KENYA LIMITED AND SUBSIDMARIES
WOTES TO THE FINANCIAL STATEMENTS {(Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

1.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

k)

1)

Stocks

Stocks are valucd at the lower of cost and net realisable value. Cost is determined on a
weighted average basis and comprises expenditure incurred in the normal course of
business, inchuling dircet matertal costs, labour and production overheads. Net rcalisable
value is the price at which the stock can be realised in the normal course of business after
allowing for the costs of the realisation and, where appropriate, the cost of conversion
from its existing state to a realisable condition. Provision is made for obsolcte, slow
moving and defective stocks.

Leases on leasehold land

I.cases on leaschold land are classified as operating leases. The costs incurred to acquire
the land are included in the financial statements as long-term prepayment and amortised
on a straight-line basis over the remaining lease pertod.

Foreign currency transactions

Transactions during the year are converted into Kenya Shillings at rates ruling at the
transaction dates. Assets and labilities at the balance sheet date which are expressed in
foreign currencies are translated into Kenya Shillings at rates ruling at that date. The
resulting differences from comversion and translation are dealt with in the income
statement.

Employees benefits

Defined benefit pension scheme

The group operates a defined benefits post-employment pension scheme for eligible non-
unionasable employees. The scheme is funded by coniributions from the employees and
the company. The assets of the scheme are held and administered independently of the
group’s assets. The group's contribution to the scheme is charged to the income statement
s0 as to spread the cost over the service lives of employees. The defined benefit obligation
is calculated every three years by independent actuaries using the projected credit umnit
method. Actuarial gains or losses arising from expenence adjustments and changes in
actuarial assumptions in excess of the greater of 10% of the value of the plan assets or
10% of the defined benefit obligation are charged or credited to income over the
employees’ cxpected average remaining working lives. Past service costs are recognized
immediately in income, unless the changes to the pension scheme are conditional on the
employees remaining in service for a specified period of time (vesting period). In this case,
the past service costs are amortized on a straight line basis over the vesting period.

Defined contribution provident fund

The group also contributes to a statutory defined contribution pension scheme, the
National Social Security Fund (NSSF). Contributions are determined by local statute and
are curently limited to KShs 200 per employee per month. The group’s contributions to
the above schemes are charged to the income statement in the year to which they relate.

Employees’ entitlements

The monetary benefits for employees’ accrued annual leave entitlement at the balance
sheet date are recogniscd as an expense accrual.
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS {Continued)
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

v)

3)]

1)

B

Financial instrurments

Financial assets and liabilities are recognized in the group’s balance sheet when the group
becomes a party to contractual provisions of the mstrument.

Trade receivables

‘I'tade receivables are stated at their nonunal value as reduced by appropnate allowances
for estimated irrecoverable amounts. An estimate is made of doubtful receivables based on
review of all ontstanding amounts at year end, Bad debts are written off after all efforts of
recovery have been exhausted.

Trade payables
Trade payables are stated at their nominal value.

Borrowingys

Interest bearing loans, overdrafis and commercial papers are recorded at the proceeds
received, net of direct costs. Finance charges, including premium payable on settlement or
redemption, are accounted for on accrual basis and are added to the carrying amount of the
instrument to the extent that they are not settled in the period in which they arise.

Drividends

Dividends are charged to reserves in the year to which they relate. Proposed dividends are
disclosed as a separate component of equity until approved.

Goodwill

Goodwill represents the excess of the cost of the acquisition over the fair value of
identifiable net assets of a subsidiary at the date of acquisition. Goodwill is amortised on a
straight-line basis over its useful economic life up to a presumed maximum of 10 years. It
is reviewed for impairment when events or changes in circumstances indicate that the
carrying value may not be recoverable. Goodwill is stated at cost less accumulated

amortisation.

Related parties

In the normal course of business, the group has entered into transactions with related
parties. The related party transactions are at commercial terms.

Provisions
Provisions are recognized when the group has a present legal or constructive obligation as
a result of past events and it is probable that an out flow of resources embodying

economic benefits will be required to settle the obligation and a reliable estimate of the
amount of the obligation can be made.

Bommowing costs

Borrowing costs are recognised as an expense when incurred.
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NOTES TO THE FINANCIAL STATEMENTS (Continned)
FOR THE YEAR ENDED 31 DECEMBER. 20006

1.

SIGNIFICANT ACCOUNTING FOLICIES (Continued)

u)

v)

Impairment of assets

The group assesses, at each reporting date, whether there 1s an indication that an assct may
be impaired. If such indication exists, thc group makes an estimate of the asset’s
recoverable amount. Where the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.

Impairment losses are recognized in the income statement.
Cash and cash equivalent

For the purpases of the cash flow statement, cash and cash equivalents comprise balances
with less than 90 days maturity from the date of acquisition net of outstanding bank

overdrafis.
Segment reporting
A business segment is a group of assets and operations engaged in providing products or

services thal are subject to risks and retumns that are different from those of other
segrients. :
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCTAT. STATEMENTS (Continued)
FOR THE YEAR ENDED 3] DECEMBER. 2006

2 PROPERTY, PLANT AND EQUIPMENT
(i-a) GROUP - Year ended 31 Dccember 2006

Fixtures,
T.casehold Plant and Motor  fittings and
buildngs  machinery vehicles  equipment Total

KShs’ 000 KShs'000  KShs'000 K8hs 000 KShs'000
Cost or valnation

At January 2006 196,297 223,582 51,135 98,044 569,058
Revaluation surplus 59,382 22,267 - - 81,649
Additions 7,194 28,215 8,533 36,286 80,228
Reclassifications 21,723 - - - 21,723
Disposals (37.500) . (4.466) (12}  (41.978)
At 31 Decernber 2006 247,096 274,064 55,202 134,318 T10.680
Comprising;

Valuation 2006 124,845 42,146 - - 166,991
Cost 122251 231918 55,202 134,318 543 689

247,096 274,064 55,202 134318 710,680

Depreciation

At 1 January 2006 31,583 98,254 29 883 55,849 215,569
Charge for the year 4,745 16,503 7,153 11,880 40,281
Eliminated on disposals (1,813) - (2.169) (12) {3,994}
At 31 December 2006 34,515 114,757 34,867 67,717 251,856
Net Book Valuc

At 31 December 2006 2]2.581 159,307 20,335 66,601 458,824

(-b) GROUP - Year ended 31 December 2005

Fixiures,
Leasehold Plant and Motor  fittings and
buildings  machinery vehicles  equipment Total

KShs'000 KShs’000 KShs’000  KShs'000  KShs'000
Cost or valuation

At January 2005 196,297 216,157 44,485 58,819 515,758
Additions - 7425 14,102 39,225 60,752
Disposals - - (7.452) - (7.452)
At 31 December 2605 196,297 223582 51135 98,044 569,058
Comprising:
Valvation 1996 102,963 19,879 - - 122,842
Cost 93334 203,703 51,135 98.044 446,216
196,297 223 582 51,1335 98.044 569,058
Depreciation
At 1 January 2005 27,723 84,771 34,011 52,336 198,841
Charge for the year 3,860 13,483 3.324 3,513 24 180
Eliminated on disposals - - {7.452) - (7.452)
At 31 December 2005 31.583 98,254 29.883 5.849 215.569
Net Book Value

At 31 December 2005 164714 125,328 21,252 42,195 353,489
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS (Continned)

FOR THE YEAR ENDEL 31 DECEMBER 2006

2

PROPERTY, PLANT AND EQUIPMENT (Contintcd)

(i-4) GROUP

No depreciation has been charged in arriving at the results for the year in respect of certain
fully depreciated items of property, plant and equipment with a cost of KShs 127,793,038
(2005: KShs 122,743,589} which are still in use. If depreciation had been charged during the
year on the cost of these assets at a normal rate, it would have amounted to KShs 16,506,242

(2005: KShs 17,694,565).

(n-a) COMPANY — Year ended 31 December 2006

Leasehold  Plant and
buildings machiery
KShs'000  KShs’000
Cost or valuation
At 1 January 2006 158,796 155,729
Revaluation surplus 59,382 43,639
Additions ‘ 1,193 18,541
Reclassifications 21,723
Disposals - -
At 31 December 2006 247,094 217,909
Comprising:
Valuation 2006 162,344 51,921
Cost £4.750 165,988
247,094 217,908
Depreciation '
At 1 January 2006 28,178 76,972
Charge for the year 4,745 13,349
Eliminated on disposals - -
At 31 December 2006 32,923 90,321
Net Book Value
At 31 December 2006 214,171 127,583

20

Motor
vehicles
KShs'000

46,280

7,762

Fixtures,
fittings and
equipment Total
KShs'000 KShs’000
91,736 452,541
103,021
36,172 69,668
21,723
(12} {347Th
127896 642476
- 214,265
127.89 428211
127896 642476
50,139 182,087
11,769 36,230
(12) (2,181)
01,896 216,136
66,000 426340



CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NQOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

2 PROPERTY, FLANT AND EQUIPMEN'T (Continued)

(ii-b) COMPANY — Year ended 31 December 2005

Fixtures,
Leasehold  Plant and Motor  fittings and
buildings machincry vehicles  equipment Total

KShs'000 KShs’000  KShs’000  KShs™000 KShs'000
Cost or valuation

At 1 January 2005 158,797 148,619 39,344 52,612 399372
Additions 7,11 14,102 39,124 60,337
Disposals - - {7,166} - {1,166)
At 31 December 2005 158,797 155,730 46,280 91,736 432,543
Comprising:
Valuation 1996 132,963 8,283 - - 111,246
Cost 55.834 147447 46.280 91.73 341,297
158,797 155,730 46,280 91,736 452,543
Depreciation :
At 1 Jannary 2005 25,066 67,897 31,324 46,731 171,018
Charge for the year 9,075 2,640 3,409 18,235
3,111
Eliminated on dispozals - - (7.166) - (7.166)
At 31 December 2003 28177 76,972 26,798 50,140 182,087
Net Book Value

At 31 December 2005 130,620 78,758 19,482 41,596 270,456

No depreciation has been charged in amriving at the results for the vear in respect of certain
fully depreciated items of property, plant and equipment with a cost of KShs 108,130,148
(2005: KShs 103,080,699) which are still in use. If depreciation had been charged during the
year on the cost of these assets at a normal rate; it would have amounted to KShs 15,089,867
(2005: KShs 15,266,258).

The assets other than fixtures, fittings and equipment and motor vehicles were revalued on 31
March 2006. The revaluation amounts have been incorporated in these financial statements,

The basis of valuation was: -

Leasehold buildings Open market value
Plant and machinery Open market value

The valuation was undertaken by independent professional valuers, Kiragu & Mwangi Limited.
The revaluation surplus was credited to capital reserves while the revalvation deficit has been
charged to the income statement as an exceptional item,

The fixtures, fittings and equipment and motor vehicles are staicd at cost.
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3

WORK-IN-PROGRESS GROUP COMPANY
2006 2005 2006 2005
KShs’000  KShs'000 KShs 000 KShs*000
Cost
At | Janvary 21,723 6,553 21,723 6,353
Additons 15,305 15,170 15,305 15,170
Transfer to assets (21.723) - (21,723) -
At 31 December 13,305 21,723 15,305 21,723

This relates to factory buildings to be used by Unibilt 2003 Limited,

EXCEPTIONAL ITEM
(i) GOODWILL ON CONSOLIDATION GROUP
2006 2005
KShs’000 KShs'000
Cost
At 1 January and December 65,390 65,390
Amortigation _
At 1 Janunary 63,390 52,309
Charge for the year - 6,539
. Exceptional item {Write off on de-recognition) - 6,542
At 31 December 63,390 65.390
NET BOOK VALUE L - -

The goodwill was recognised on acquisition of Twiga Paints Limited in 1995. The Board of
Directors decided to amortised the goodwill ampunt in ten equal installmenis beginning
financial year 1997. .

The directors have resolved that the manufacturing operations of Twiga Paints Limited shall be
transferred to Crown-Berger Kenya Limited during the year 2006, In addition, the royalty
agreement between Crown-Berger Kenya Limited and Imperial Chemical Industries PLC,
which expired on 31 December 2005, was not renewed. The royalty agreement gave Crown-
Berger Kenya Limited (the parent company) the right to grant sub-licenses to its subsidiaries.
Consequently, no products are being manufactured by Crown-Berger Kenya Limited or Twiga
Paints Limited under the brand names of Impertal Chernical Industries PLC. Accordingly, the
nnamortised goodwill has been charged to the income statement as an exceptional item.

GROUP
(it) DEFICIT ON REVALUATION 2006 2005
KShs’000 KShs’000

Deficit on revaluation 21371 _ -

‘The deficit arose from the revaluation of plant and machinery in Unibilt 2003 limited, a wholly
owned subsidiary.
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAT, STATEMENTS (Continued)

FOR THE YEAR ENDED 31 DECEMBER 2006

3.

PREPAID EEASES ON L.EASEHOIL.D LAND

Cost
At 1 January and Decernber
Disposal

Amortisation
At 1 January
Charge for the year
Release on disposal

At 31 December
NET BOOK VALUE

CRA-LIBRARY |

GROUP COMPANY
2006 2005 2006 2005
KShs'000  KShs’000 KShs'000  KShs’000
20,500 20,500 13,000 13,000
(7.500) - . -
13.000 20,500 13.000 13,000
237 2,003 2,121 1,856
265 369 265 265
251) - - -
2,386 2372 2,386 2121
10614 18,128 10,614 10,879

The prepad leases on leasehold land consist of three leases as follows:

i) Mogadishu Road factory - amortised over the lease period of 89 years. The un-expired lease
period as at 31 December 2006 is 40 years,

ii) Likoni Road offices - amortised over the lease period of 89 years. The un-expired lease
period as at 31 December 2006 is 40 years.

111} Unibilt 2003 Limited factory — amortised over the lease period of 72 years. The un-expired
lease period as at 31 December 2006 is 68 years.

INVESTMENT IN SUBSIDIARIES
Country of

Details of investment incorporation  Activity
Twiga Paints Limited Kenya Selling of
(1,375,000 ordinary auto paints
shares of K.Shs 20 each) and decorative

produets
Unibilt 2003 Lirnitcd Kenya Manufacture
(10,000 ordinary shares of tins
of KS8hs 1,000 cach)
Crown Buildings and Uganda Selting of
Products limited aulo paints
(Uganda) and decorative

products
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COMPANY
Percentage

of equity 2006 2005
interest KShs’000 KShs 000
100% 82,378 82,378
100% 10,000 10,000
50% 1,000 -
93378 92,378
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NOTES TO THE FINANCIAL STATEMENTS (Continucd)
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@

(i)

GROUP COMPANY
STOCKS 2006 2005 2006 2005
K.Shs"000 KShs' 000 K.Shs’000 KShs'000
Finished goods 225,042 164,331 221,969 130,406
Raw mutenials 342,719 364,544 286,540 300,107
Spare parts - 890 - -
Others _ 4057 6,262 - -
271,818 536,027 308,009 430513
GROUP COMPANY
TRADE AND OTHER DEBTORS 2006 2005 2006 2005
KShs’000 KShs*000 KShs’000  KShs'000
Trade debtors 310,599 271,242 260,264 192,342
Other debtors 82,774 12,722 12,184 12,517
Prepayments 16,581 1,466 16,581 1,250

409,954 285,430 289,029 206,100
RELATED PARTY TRANSACTIONS
The company is controlied by Crown Paints & Building Products Limited (incorporated in
Kenya) which owns 62% of the company’s shares. The remaining 38% of the shares are widely

held. The uitimate parent company of the Group is Barclay Holding Limited incorporated in
Belize Off-Shore Centre.

The following transactions were carried out with related parties:

GROUP COMPANY

2006 2005 2006 2005
Services rendered KShs'000 - K5hs'000 KShs'0)  KShs’000
Crown Painis & Building Products
Limited
(Management services- Note 23) 58,843 53,730 58,843 53,730
Loan to related company
Crown  Buildings and Products
limited (Uganda) 15833 - 15,833 -

Crown Buildings and Products limited ([Iganda) is a related company through comumon control.
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9.

RELATED PARTY TRANSACTIONS (Continued)

{iit) Ouistanding balances arising from sale/purchase of goods/services:

(iv)

10.

11.

Receivable from related parties:
Crown Paints & Building Products
Limited

Crown Paints & Building Products
Limited (Uganda)

Unibilt 2003 Limited

Payables to related parties:

Crown Paints & Building Products
Limited

Twiga Paints Limited

Key management personnel

compensation
Remuneration
Retirement benefits

SHARE CAPITAL

Authorised;
25,000,000 ordinary shares
of KShs.5 each

Issned and fully paid:
23,727,000 (2003: 23,727,000)
ordinary shares of K8hs. 5 each

RESERVLES

Share premium
Revaluation reserve
Retained profit

2006
KShs' 000
5,075

24,438

22,513

22 884
2324

25,208

2006
KShs'000

2006
KShs' (00

80,174
108,065
428 488

616,727
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GROUP COMPANY
2005 2006 2005
KShs'000 KShs’000  KShs'000
- 5075 -
- 24,438 .
- 157,785 179,100
_— 187,298 179,100
27,467 - 27227
- 136,777 69.036
27,467 136,777 96,263
17,336 17,708 14,737
2854 2,179 1,210
20,190 19887 = 13,947
GROUP COMPANY
2005 2006 2005
KShs'000  KShs'000  KShs’000
125,000 125,000 125,000
118,635 118,635 118,635
GROUP COMPANY
2005 2006 2005
KShs'000  KShs’000  KShs’000
80,174 80,174 80,174
45,201 148,441 85,577
378,932 349323 302,005
504,307 577,938 467,846
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12.

13.

14,

I5.

16.

GROUP COMPANY
2006 2005 2006 2005
PROPOSED DIVIDENDS KShs’000  KShs'000  KShs’000 KShs'000
Final 35,591 23,727 35,591 23,72
KShs KShs KShs K Shs
Dividend per ordinary share L50 1.00 L50 — 100

Dividend per share s calculated on dividends of KShs 35,590,500 (2005: 23,727,000) and on
the number of shares in issue at the respective balance sheet date. Payment of the dividends is
subject to withholding tax at the rate of 5% for residents and 10% for non residents,

GROUP COMPANY

DEFERRED TAX 2006 2005 2006 2005
KShs 000 KShs’000  KShs’000 KShs’000

The provigion for deferred tax comprises:

Accelerated tax on depreciation 49,058 54,710 43,388 31,420
Tax losses (14,457 (8.459) - -
Other timing differences 52,296 25,688 52,296 25,688
General provision {1,919} - (7.919) -

78,978 71,939 87,765 SZ10R

BANK OVERDRAFT

The bank overdraft facility from Barclays Bank Kenya Limited is to the extent of KShs. 100
million and is secured by debenture of KShs. 525 million over the assets of the group supported
by supplementary charge over LR 209/5792 and LR 209/4275.

The weighted average interest rate on the overdraft at year-end was 16.5% (2005: 16.5%).

GROUIP " COMPANY

LOAN 2006 2005 2006 2005
KShs'000 - KShs'000 KShs'000 KShs'000

Amounts falling due within one year 69,132 20,000 56,632 20,000
Amounts falling due after one year 37,500 - - -

106,632 20000 36632 20000

The loan facility from Barclays Bank Kenya Limited is sccured by debenture of KShs. 525
million over the assets of the group supported by supplementary charpe over LR 209/5792 and
LR 209/4275.

The weighted average interest rate on the loan at year-cnd was 3.93% (2005:8.75%)

GROUP COMPANY
COMMERCIAL PAPER 2006 2005 2006 2005

KShs*000 KShs'000 KShs'000  KShs'000
Amounts falling due within one vear 172,932 142 926 172932 142,926

The interest rate on the commercial paper is at treasury hills interest rate plus 1.5%.
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FOR THE YEAR ENDED 31 DECEMBER 2006

17. TRADE CREDITORS AND ACCRUALS 2006

18.

19.

20.

Amounts falling due within one year

Trade creditors
Other creditors
Accruals

SALES

Decorative paints
Industrial paints
V.R. range

Tins

Others

COST OF SALES

Raw materials

Salanes and wages

Depreciation of plant and machinery
Machinery repairs and maintenance
Fuel, water and electricity

Royalties

Others

OTHER INCOME

Gain on disposal of plant &
equipment

Interest income

Miscellaneous income

Bad debts recovered

KShs 000

357,940
13,080
17.249

388,269

1,468,538
117,442
17,827
76,303
9,520

1,689,630

943,027

58,982
27,825
13,409
34,897

6,232

PR o}
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GROUP

COMPANY
2005 2006 2005
KShs’000  KShs’000  KShs’000
185,693 341,555 167,624
11,847 9722 8,951
5,909 16,133 4853
203,449 367,410 181,428
1,060,685 1494817 1,026,557
102,439 117,442 89,453
138,570 17,827 51,044
50,376 - il
81,369 - 76,785
856,223 947,114 775,449
44,067 39,101 31,204
20,360 24,560 15,009
8,705 7,061 8,643
43,966 27,443 36,260
17,238 - 17,238
8.604 6,166 5461
299,163 1,051,445 880,354
845 641 845
978 20,097 16,853
8,351 1,232 8,321
23,533 8453 20,081
33,707 30,423 46,100




CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS {Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

GROUP COMPANY
21, ADMINISTRATION AND 2006 2005 2006 2005
ESTABLISHMENT EXIPENSES
KShs'000  KShs’000  KShs'000 KShs 000
Staff costs 118,650 90,246 115,896 ¥3,005
Depreciation 12,194 3,820 11,405 3,136
Auditors’ remuneration 3,500 2,750 2,600 2,100
Directors’ emoluments:
As directors 5,500 - 3,500 -
As executives 13,353 8,443 13,353 8,443
Legal and professional fees 19911 13,780 11,164 12,624
Loss on foreign exchange (929) (1,887) - (2.509)
Amortisation of leasehold tand 265 349 265 265
Insurance 19,117 17,495 16,355 15,133
Office expenses 22,857 18,427 22,287 17,927
Others 49.427 44 879 38,021 35851
263,843 198,322 236,846 175975
22.  SELLING AND DISTRIBUTION
. Transport : 14,911 12,677 14,811 12,334
Advertising and promotion 54,152 30,836 54,152 30,419
Provision for bad debts 40,139 18,776 40,139 15,069
Provision for obsclete stocks 13,236 159 13,236 199
Depots expenses 25,360 27.890 25,360 27,890
Others 15594 21,091 15,994 19,425
163,792 111,469 163,792 105,336
23. OTHER CHARGES AND
EXPENSES
Service fees 58,843 53,730 58,843 53,730
Amertisation of intangible assets - 6,539 - —_—
58,843 60,269 38,843 33,730
24. NET FINANCE COSTS
Bank charges ’ 7810 5,162 7,508 4367
Interest on loan and overdraft 15,534 6,286 15,534 6,286
Others 16.765 19,207 167401 19.076
40,109 30,655 32,783 23,729
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED 31 DECEMBER 2006

25.

26.

PROFIT BEFORE TAXATION

The profit before taxation is
stated after charging: -

Depreciation
Leaschaold land amortisation
Directors emoluments;
As directors
As Executives
Auditors’ remuneration
Interest payable
Exchange losses
Fension scheme contributions

And after crediting: -

Intcrest income
Exchange gain
Gain on disposal of property, plant and

equipment

- TAXATION

BALANCE SHEET

Balance brought forward
Charge for the year

Previous years under provision
Payments during the year

Tax payable/(recoverable)
INCOME STATEMENT

Current tax at 30 % on the taxable
profit for the year

Previous years under provision
Deferrud tax

Reconciliation of taxation expense to
tax based on accounting profit.
Accounting profit before tax

Tax at applicable rate of 30%

Tax effects on items not deducted for tax
Onginating and reversing

temporary differences

GROUP COMPANY
2006 2005 2006 2005
KShs'000 KShs'000  KShs’000  KShs'000
12,194 24,180 11,405 18,235
265 369 265 265
5,500 - 5,500 -
13,353 8,443 13,353 8,443
3,500 2,750 2,600 2,100
32,299 25,493 32,276 25,362
- - 2,610 -
- 978 20,097 16,853
929 1,887 - 2,509
17,308 543 641 845
(21,093) 6970)  (22011)  (11,125)
40,940 15564 36,482 4,728
§ 1277 - -
(9.974) (30.960) {6,079) (15,614)
36,481 15564 36481 4728
- 1,277 . -
(19,903} 18,467 3715 13385
16378 35308 40,196 18,113
81.350 76268 109,800 36,715
24,404 22,880 32939 11,014
2,458 (332) 2458 (2337
9,619 (6,984) 1.084 (3,749
36,481 15,564 36,481 4,728
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CROWN-BERGER KENY A LIMITED AND SUBSIDIARIES
NOTES T THE FINANCIAT. STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMRBER 2006

27. DISCONTINUED OPERATIONS

b)

On 1* July 2006, operations of Twiga Paints Limited, a wholly owned subsidiary were
transferred to Crown-Berger Kenya [imited, the parent company. Consequently, the subsidiary
became a dormant company. The company was mannfacturing and selling paints and ancillary
products for decorative, vehicle refinish and industrial market, The paints were manufactured
under license from ICT PLC UK until 31* Deeember, 2005,

a) The results of Twiga Paints Limited for the year are presented below:

2006
KShs*000
TURNOVER 08,796
COST OF SALES (48,576)
Gross profit 20,220
OTHER INCOME 5,152
Total income _25372
EXPENSES
Administrative & establishment 7,142
Selling & distribution 4,901
Finance costs 711
12,754
Profit from discontinuing operations before taxation 12,618
Taxation _ (4.458)
Profit from discontinuing operations after taxation 8,160

The major un-disposed classes of assets and liabilities of Twiga Paints Limited as at 31
December 2006 are as follows:

2006
ASSETS KShs*000
CURRENT ASSETS '
Dehtors & prepayments 5,464
Due from related company 136,777
Cash & bank balances 17
142,258
CURRENT LIABILITIES
Tax payable (1,481)
Creditors : (1,665}
(3.146)
Net assets directly associated with discontinued operation 139112
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO TIIE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

27. DISCONTINUED OPERATIONS {(Continued)

¢} Net cash flows from Twiga Pamis Limited are as fellows:

C
MA ‘L[BBAR}'

2006
KShs'000
CASH FLOWS FROM OPERATING ACTIVITIES
Net profit before taxation 12,618
Adjustments for: -
Gain on disposal of fixed assels (3.103)
Operating profit before working capital changes 9,515
Increase/(decrease) in amounts due from parent company (67,741)
Decrease/(increase) in trade and other debtors 29,440
Decrease/{(Increase) in stocks 28,358
{Decrease)/increase in trade creditors and accruals {1,898)
Cash flows (used in )/generated from operations (2,326)
Income taxes paid (3.896)
Net cash flows used in operating activities (6222
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of fixed assets 3,103
Net cash flows from investing activities 3.103
Net (decrease)/increase in cash and cash equivalents (3.119)
Cash and cash equivalents at the beginning of the year _3.136
Cash and cash equivalents at the end of the year 17
d) Earnings per share
Basic and diluted, from discontinued operation _b
28. EARNINGS PER SHARE
a) Basic eamnings per share is calculated on the profit after tax and on the average number

of ordinary shares in issue during the year.

b} Diluted eamings per share is calculated on the profit after tax and on the average |

number of ordinary and bonus shares in issue.

c) The basic and diluted earnings per share are the same.
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

29.

30.

31

CASH AND CASH EQUTVALENTS
Cash and cash equivalents included in the cash tlow statement comprise the following balance
sheet amounts:
GROUP
2006 2005
KShs 000 KShs 000
Bank balances and cash 22,880 22,931
Bank overdrall (7.104) (146,371)
15,776 (123,440)
OTHER FACILITIES GRANTED BY THE BANKERS
GROUP COMPANY
2006 2005 2006 2005
KShs’000 KShs’000 KShs’000  KShs 000
Letters of credit 44,317 34,797 44,317 34,797
Guarantees given by bankers 2,871 2,945 2,81 2,945
COMMITMENTS
Capital commitments contracted
for at year end - 36,097 - 36,097
Capital commitment paid - (8.057) - (8,057
Capital commitment not paid - 28,040 - 28,040

The capital commitment in 2005 was in respect of acquisition and implementation of a new
accounting software and related hardware infrastructure.
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CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

32. SEGMENT INFORMATION
The primary segment reporting format is deteomined to be business segments as the group’s
risks and rates of returns are affected predominantly by differences in the products produced.
The operating busincsses are organized and managed separately according to the nature of the
products and services provided, with each segment representing a strategic business unit that
offers different products and serves different markets,
The paints segment manufactures and sells paints, adhesives, decorating sundries, PVA
emulsion and alkyd resins producer.
The tins segment manufactures and sells metal and plastic items. The segment supplies tins
{packaging materials) to the paints segment. Its sales to the paints segment comprise 55% of its
turnover and 11% of the group’s tumover,
The discontinued operation, I'wiga Paints Limited, prior to its disconiinuance, manufactured
and sold paints and ancillary products for decorative, vehicle refinish and industrial market.
Transfer prices hetween the business segments are set on commercial ferms in 2 manner similar
to transactions with third parties. Segment revenue, segment expenses and segment resulis
" include transfers between business segments. Those transfers are eliminated on consolidation.
a) Business Segments
The Group is currently organised in two divisions, paint and tins. These divisions are the
basis on which the Group reports its prirnary segrnent information.
Segment information is as presented below.
Discontinued Total
Continuing operations operation operations
31 December 2006 Paints Tins  Elimination Consolidated Paints
KShs '000 KShs '000 KShs '000 KShs 000 KShs '000
Revenue
Sales to external _
customers 1,630,086 59,544 ' 1,689,630 68,796 1,758,426
Inter segment sales 131,175 {131,175) - -
Other income / (costs) 30423 (6,371) - 24,052 5,152 29,204
Inter segment other
income 20,097 - (20,097) - - -
1680600 183,348 {151.272y 1,713,682 73.948 1,787.630
Results .
Operating results 109,800 (7.079) - 102,721 12,618 115,339
Share of associate loss (1.000) - - (1,000) {1,000
Exceptional item - (21.371) . 21.371 - (21,371)
Profit /(loss) before
taxation 108,800 (28,4500 - 80,350 12,618 92 968
Income tax (expense) /
credit (40.196) 23,618 - (16,578) 4,458y (21.036)
Profit / (loss) after tax 68,604 (4,832) _— : 63,772 8,160 71,932
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33.

CROWN-BERGER KENYA LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS (Continucd)
FOR THE YEAR ENDED 31 DECEMBIIR 2006

a) Business Segments (Continued)

31 December 2006

Asscts and Liabilitics
Segment assets
Investment in associate

Total assets

Segment habulities

Other sepment information

Capital expenditure -
tangible fixed assets
Capital expenditure -
work-in-progress
Depreciation and
amortisation of leasehold
land

Exceptional item -
Revaluation deficit
Service fees

- Average number of
employees

b) Geographical Segrents

Continving Discontinued Total
operations operatton operations
Paints Tins Elimination Consolidated Paints
KShs
KShs '000 '000 KShs '000 KShs '000 KShs '000
1,475,199 220,633 (162,091) 1,533,741 142,259 1,676,000
_. 93,378 - (92.378) 1,000 - 1,000
1,568,577 220,633 (234,469) 1,534.741 142,259 1,677,000
836413 227578  {300.203) 763,788 3.146 766,934
36,230 4,051 e 46,281 A 40,281
- 2131 —_ - 21371 —_— 2131
28,843 = S 58,843 —e=z 28843
185 41 —— 226 -1 233

The major part of the group’s business is all within Kenya

ROYALTY AGREEMENT WITH IMPERIAL CHEMICAL INDUSTRIES (UK) LTD

The royalty agreement between the parent cormpany and Imperial Chemical Industries (UK) Ltd
expired on 31 December 2005. The parent company opted not to renew the agreement.

Consequently, the cormpany no longer produces the DULUX brands.
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CROWN-BERGER KENY A LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2006

34.

35.

36.

37.

38

39.

STAFF RETIREMENT DEFINED BENEFTT SCHEME

Contributions to the company staff retirement benefit scheme are defermined by the rules of
the scheme and totaled K.Shs 2,964,668 (2005 — KShs 2,470,617) in the year.

An actuarizl vajuation was last carried out as at 31 December 2004 by Aon Consulting and
Actuarial Services. The valuation revealed a surplus of KShs 10,535,000, representing a
funding level of 137.7%. This is above the 80% minirmm funding level allowed by the
Retirement Benefit Authority.

Valuation agsumptions:

- Valuation intcrest rate 10% p.a.
- Salary escalation rate 8% pa.
- Pension increase rate 3% pa.
- Proportion of investment return credited to members” balances 0%

The next actuarial valuation is scheduled for 31 December 2007.

POST BALANCE SHEET EVENT

Unibuilt 2003 Limited, a wholly owned subsidiary which mamufactures metal and plastic
items. The company from 1* May 2007 has leased the manufacturing facilities to Metal Cans.
and Closures Kenya Limited and will be receiving monihly iease rentals.

EMPLOYEES
The average number of employees for the group during the year was 233 (2005: 202).

COMPARATIVES

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

CURRENCY RISK

The group operates wholly within Kenya and its assets and liabilities are reported in the local
currency. Although some of its transactions are in foreign currency, it held no significant
foreign currency exposure as at 31 December 2006.

INCORPORATION

The company is incorporated in Kenya under the Kenyan Companies Act.
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