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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the 53rd Annual General Meeting of the Company will be held at the Panafric Hotel,
Kenyatta Avenue, Nairobi cn Monday, 7 June 2010 at 11.00 am to conduct the following business:

1 To read the notice convening the meeting.
2 o table the proxies and confirm the presence of a quorum.

3 To consider and, if approved, adopt the Annual Report and Financial Statements for the year ended
31 December 2009 together with the Directors’ and Auditors’ Reports thereon.

4. To declare a final dividend of KShs 1.25 per ordinary share for the financial year ended 31 Decermnber 2009
and approve the closure of the Register of Members on Tuesday, 8 June 2010 for one day only.

5 To approve the Directors’ remuneration.
6 To elect Directors:
i) Mr R Rao retires by rotation in accordance with Article 100 of the Company’s Articles of Association and
being eligible, offers himself for re-election.

7 To authorise the Directors to fix the remuneration of the Auditors, Ernst & Young.

BY ORDER OF THE BOARD

Conrad Nyukuri
Company Secretary

28 April 2010

NB: In accordance with section 136 (2) of the Companies Act (Cap. 486) every member entitled to attend and vote
at the above meeting is entitied to appoint a proxy to attend and vote on his behalf. A proxy need not be a
member. Proxy forms should be returned to The Registrar, Custody & Registrar Services Limited, PO Box 8484,
00100 - Nairobi to arrive not tater than 48 hours before the meeting or any adjournment thereof. A form of proxy
is provided at the end of this report,
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Managing Director’s
Statement

| am pleased to announce that for the financiat year 2009
profits after tax rose by 180%.

This result was against a background of a siuggish first
half Kenyan economy which faced unfavorable weather
conditicns, higher food and fuel costs.

The world’s financial crunch, gave rise to the domestic
credit market being cautious and hence raising the cost of
finance. One positive effect of the global credit crunch was
the stabilizing of key raw material prices, and whilst the 3rd
and 4th quarters showed some upward movement, generally
trading was stable as all industries and service providers
conserved cash.

Overall, our own activities provided a 6% sales growth.

Sales and Marketing

Crown has now been the brand leader for some twenty five
years .To strengthen that position we took dual action, firstly
to secure growth in the short to medium term, secondly to
invest for the future.

At this time the Kenyan paint market is changing its dynamics
as new products and technclogy changes are introduced.

We are the leaders in this concept of change using change
to innovate, rapidly improve and provide products, which are
environment friendly.

Arevolutionary Wood Protection systemwasintroducedduring
2008, which slashes the cost of protecting and decorating
new timbers, whilst providing long term capability to protect.
The products and services we provide require to be focused
at the consumer and user levels. Operation ‘Transformation’
produced a classy informative TV commercial which generally
has won acclaim from the pundits, the press, our customers
and even our competitors!

Testing of the water began with a showroom type operation on
Mombasa Road which provides a one stop of information on
colours and specification including remedial treatments. We
now have to expand this helpline oriented concept in 2010.

One sector of our business which lacked impetus during
2009 was Automotive, where throughout the year demancd
was lower than 2008.

With a view to 2010 we did launch in September a promotional
scheme to reward those customers who could sustain business
levels higher than 2009.

Their rewards for a seven month long promotion allowed us
and them to stabilize and strengthen our joint links which
provide the strongest base for both of us to grow. Qur
commitment to train painters from all sectors was met, and
our longer term plans have the ingredients to flourish.

Finance

Due to stringent financial planning, the Management
succeeded in arresting a major element which contributed
to lower income in FY 2008 i.e. Exchange Loss. There was
no loss on this account during current year under review.

Better cash management is also reflected by significant
reduction in liabilities of the group on account of Commercial
Papers to the tune of 83 Million Kenya Shilings, Bils
Refinancing to the extent of 60 Milion Kenya Shillings and
utilization of Overdraft facilities only to the tune of 25 million
Kenya shilling which were 115 Milion in the year 2008,

The group ended the year with a positive cash balance of 39
Million as against negative balance of 101 Million at the end
of the Financial Year 2008.

The group continued to receive higher liguidity and
maintenance of lower inventory levels without effecting its
demand and supply position. The Inventory level at the
end of 2009 was lower by 99 Milion as compared with the
previous year's figures.

The Gross Profit peaked 36%. Similarly Net Profit Margin
also improved at 5% of the turnover. This is reflected by
Higher Return on Investments resulting in higher net worth
for the shareholders.

Human capital

During the period under review, the company has continued
to maintain a strong human resource base with skilled and
competent work force. The company recognizes that our
staff plays a key role in delivering the business strategy. In
this regard our employees’ knowledge, skills and attitude are
key to attainment of our business strategy. The company has
continued to undertake measures geared towards creating
a harmonious working environment, enhanced industrial and
staff welfare practices among others.

A number of training programs were undertaken during the
year including those focusing on competence development,
team building and HIV / Aids awareness. We will continue
with training programs and are now focusing on the outcome
of the Training Needs Analysis.

In order to enhance staff productivity the company has
embraced a performance management system through
Balanced Score Card as a basis for rewarding staff and
identifying areas of improvement. During the period the
company began promoting Kaizen Principles. Kaizen is time
tested and proven approach to building competences within
organizations and involves eliminating process related waste
also known as MUDA. In order to attract, retain and motivate
employees, the company continues to undertake various
welfare programs.




Chairman’s Statement

| am delighted tc report that earning per share for the shareholders of the company increased from 1.20 Kenya
shilling per share during 2008 to 3.64 Kenya shiling per share during 2009, reflecting an increase of 180% during
the 2008 financial year, bucyed by stable trading and raw materials costs. We have solidified cur position as
brand leader in Kenya—a position we have heid for 25 years —by investing in innovation, management incentives
and customer promotions. Cur multi-faceted strategic planning has proven effective despite power shortages,
drought and cther challenges.

Market innovations partly explain our success. We introduced a wood protection system, a cutting-edge
advertising campaign, a showroom operation on Momt:asa Road and a prometional scheme. At the same time,
we improved our cash management practices resulting in a positive cash balance for the year, Cur people make
all the difference at Crown Berger; we are positive and capable and this is refiected in the realisation of our overal
business strategy. Various welfare and training programmes are contributing to attracting, retaining and motivating
our employees.

Safety continues to be a priority across the business. Kaizen principles and 150 9001-2000 are contributing to
a safer, waste-free environment. Qur world-class effluent treatment plan is the only solvent recovery and effiuent
treatment plant in East Africa. Meanwhile, our investment in SAP Business Cne has improved information and
cemmunications management.

Our operations struggled scmewhat in Uganda during the year, with sluggish growth attributed to exchange rate
volatility, siowing export growth and a decline in foreign capital inflows. However, regional exports to Rwanda,
Burundi, Southern Sudan and DRC are helping to improve prospects for the coming year as construction and
infrastructure development escalates in those countries.

The outlock for the future at Crown Berger is bright. Regional economies are on track, with lower inflation, stable
raw materials costs and a booming building and construction secter all contributing to growth prospects.

i would like to extend special thanks to the people who make Crown Berger a success: our people and our
customers. Thank you for a rewarding year, and ! lcck forward to the year ahead.

Mhamud Charania
28 Aprit 2010




Corporate Governance

1. Introduction

Crown Berger Kenya Ltd is committed to the highest standards of governance by establishing a number of management and
social responsibility principles in addition to the standards of Corporate Governance introduced by Capital Market Authority, The
Board of Directors governs the company in a way that maximizes shareholder value and is in the best interest of the society.

2. The board of directors

The Board comprises of S directors, of whom 3 are executive. Mr. Rakesh Rao is Managing Director and Mr, Patrick Mwati is the
Finance Director. Mr, Hussein Charania is an Executive Director, The non-executive directors are considered to be independent
of management influence and do not engage in any business or interest that couid impair their participation in the management
of the company.

The Directors are appointed by the sharehalders on a three year term. They may stand for re-election. The current composition
of the board is given on Page 12. The Board sets the objectives and poiicies that drive the Company's strategic vision, ensures
compliance with statutory and reguiatory requirements.

The Directors are given appropriate and timely information so that they can maintain full and effective control over all strategic,
financial, operational and compliance issues. The Board meets at least 4 times a year with additional meetings held as and when
the need arises.

Whilst the day to day running of the business of the company is delegated to the Managing Director, the Board is responsible
for establishing and maintaining the Company’s system of internal controls so that its objectives for growth in the profitability and
shareholder value are realized.

All directors receive formal information on their role, duties, responsibilities and obligations as well as Board practices and
procedures on first appointment. Subsequently they are kept informed of corporate governance, changing corporate environment,
business/commercial risks and other matters that are of interest in the execution of their role.

3. Board meetings
The Board of Directors meets every quarter to monitor the company’s financial performance, plan strategy and review performance.
Specific reviews are also undertaken of management performance, operational issues and future planning as and when needed.

4. Board committees
There are two main committees that meet regularly under the terms of reference set by the Board.

a) Audit Committee

The audit committee chaired by a Non Executive Director and with attendance by invitation of the Managing Director and other
key personnel, reviews the effectiveness of internai controls and discusses the audit reports.

b) Finance Committes

This committee chaired by a Non Executive Drector, receives reports from management and reviews performance against targets,
ensures compliance and issues guidelines where necessary,

The Board appoirts other committees as and when required.

5. Communication with shareholders
The company is committed to:

* Ensuring that sharehoiders and financial markets are provided with full and timely information about its performance.

* Compliance with regulations and obiligations contained in the Nairobi Stock Exchange's Listing Rules and the Capital
Markets Authority Act.

This is usually done through the distribution of the company's Annual Report and the release of notices in the national press of its
half-yearly and annual resuits.

6. Directors’ emoluments and loans
The aggregate amount of emoluments paid to Directors for services rendered is disciosed in Note 25 to the financial statements.
No arrangements exist whereby a Director could acquire Company shares on beneficial terms.




Manufacturing

Production enhanced their capacity by launching world
class program Kaizen tc improve process and cut
down on wasteful expenses. As customer's demand
and expectations are increasing, CBKL team is able to
deliver as per growing demand to improve customer
services and satisfaction.

CBKL continued to focus on improving work place
safety and the safety capabilities acrass all its facilities.
During the year, all the facilities (Factory & Depots) were
audited and certified by the SGS for IS0 89001-2000.

We have completed 14000 hours of accident free
working. The Company undertook waste minimization
initiatives in its efforts to conserve rescurces and
protect the environment. This resulted in reduction in
specific generation of effluents and solid waste. Aiso,
specific water consumption was further reduced during
the year 2009.

Woarld Class Effiuent treatment plant was installed and
commenced, capable to handle 15000 litres of effluent
per day. With this, CBKL is the only Paint Company
in East Africa to have a solvent recovery plant and
effluent treatment plant.

ICT

The company made significant improvements in the
managementofinformationandcommunicationsystems
in the year 2009,

The SAP system - Crown Berger became the largest
SAP Business One user in Africa and the Middle East
with 165 user licenses and was nominated by SAP
Germany as a world case study in the successful
implementation of the system. As a precursor to
the nomination, the company was invited tc give a
presentation about the success story at Crown Berger
in the SAP World Tour in the last quarter of 2009.

To increase effectiveness in communications amongst
employees and our business partners, the company
deployed an open-source (zero cost} internal mail
server that has made it possible to have all empioyees
that have access to computers acquire company
e-mail addresses while at the same time reduced the
cost of hosting electronic mail boxes considerably.

Uganda
Uganda's growth slowed down to 5.5% from 8.5%
due to the global financial crisis in the year 2009,

The effects of the crisis are starting to be felt in lower
export growth, a deciine in foreign capital inflows,
depreciation of the shilling as well as lower tax revenue
coliections. The deceleraticn in growth could te more
pronounced if the giobal recession turns out to be
deeper than anticipated. Depreciation of the Uganda
shiling against US$ from 1700 to 2000 Ush made
significant impact on Raw Material costs which
caused shrinkage of the profit margin in the year
2009, An appropriate strategy is being worked
out to increase sale of premiumn brand in the
country through reguiar training session with users.

UNRQ has approved the newly launched Thermo Line
Read Marking Paint on all infrastructure project and
CBPL has been awarded contract to supply paints to
all contracters in Kampaia.

Our sales has shown significant growth of 34% over
year 2008 as we are able to export to Rwanda, Burundi,
Southern Sudan and Congo. All these countries are
focusing on infrastructure development hence CBPL
is locking for great opporiunity to take benefit of a
growing construction secter in the coming years.

Future outlook

Kenyan economy has shown a significant improvernent
in the last quarter of year 2009 and is likely to show a
faster recovery in 2010 at 3 to 4% compared to 1.7%
in 2009, Lower inflation and stable raw material prices
will keep the raw material price increase under control,
hence offering competitive prices to the consumers.

Continuous focus on infrastructural development saw
an increase of 8.3% by the building and construction
sector. This will support paint consumption in the year
2010. Opening of a regicnal market through COMESA
will be an added advantage to do business across the
borders mare freely.

Crown Berger will continue to review business
processas, robust cost control measures including
review and streamiining business processes to give
maximum returns to shareholders in 2010.

I convey my heart full thanks to my fellow Directars,
Employees and Stakeholders for their continuous
support in the year 2008.

Rakesh Rao
28 April 2010
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7. Corporate social responsibility

Crown Berger Kenya Ltd is committed to the environment and in our policies a deliberate effort is made tao its
enhancement. To this end, we have been certified compliant with NEMA's policy for safety, health and environment
regulations.

The company is also fully aware of its social responsibility and regularly contributes to public impravement projects,
and in particuiar to education and sports related activities.

Top ten largest shareholders

Share Holder Name & Address Total Shares Percentage
2402 CROWN PAINTS AND BUILDING
PRODUCTS LIMITED 11,402,855 48.06
P.O. BOX 78188 NAIROBI
3207 BARCLAY HOLDINGS LIMITED
35 BARRACK ROAD 3,234,000 13.63
P.O. BOX 1777 BELIZE CITY BELIZE
(7135955) LANSBURY LIMITED 995,800 4.20
P.O. BOX 48020 NAIROBI 00100
(604} PAUL WANDERI NDUNGU 780,514 3.29
P.O. BOX 75528 NAIROBI
(3316980) KANAKSINH KARSANDAS & SANDIP
KANAKSINH BABLA 346,300 1.46
P.O. BOX 80631 MOMBASA 80100
(88986) MAHENDRA DAHYABHAI PATEL 224,020 0.94
P.O. BOX 178 NAIROBI 00606
(11240) MULCHAND NARSHI SHAH 212,417 0.90
P.O. BOX 39735 PARKLANDS 00623
2270 MAHENDRA FULCHAND GANDHI &
MRS MALVIKA MAHENDRA GANDHI 200,939 0.85
P.O. BOX 90393 MOMBASA
(280780} JOHN MURIUKI KIBUCHI 180,680 0.76
PO. BOX 20105 - 00200 NAIROBI
(207179 VICTORIA FURNITURES LIMITED 106,700 0.45

P.O. BOX 10827 NAIROBI 00400

Total Holders 10
Total Shares 17,684,225
Remaining Shares of company 6,042,775

Remaining Holders 2967
Grand Total of Holders 2977
Pending CDS Upload 0

Total Shares without CDS

Pending Shares 23,727,000

Crown - Berger Kenya Limited Share Register Sharehoiding Analysis by volume
as at 30.04.2009




Corporate SOCial Crown Berger sponsors festival

friendship games

R@SpOﬂSl bl | Itles East Africa’s leading paint maker Crown Berger last year

donated Ksh. 200,00C towards the Youth Cricket Association.
The sponsorship of the festival of friendship games aimed at
bringing together through sport and cultural events, Kenya's
youth of all walks and background.

.....

Crown Berger Chief Executive Officer Rakesh Rao, while
presenting the cheque to the Association said young people
have the potential to grow and such games were important
for child growth and development. “Festival of friendship
aims at building bridges and promotes pluralism”, he said.

Crown Berger sponsors a number of activities as way of
giving back to the society and promoting its corporate social
responsibilities in the region.

The annual event embraces cultural differences by celebrating
cultural as well as religious heritages, encouraging communal
brillance, creating inter-religious cooperation and enhancing
inter-community understanding.

Mr Rao (CEQ) presents a trophy to the KANBIS teamn
captain Rajesh Varsani.

“Crown Berger sponsors a number of activities as
; way of giving back to the society and promoting its
corporate social responsibilities in the region.”

W, )
- .
. e

Winners of the Friendship Cup Cricket Matches, proudly display their trophies
with Mr Rao (CEQ, far right).




Crown Berger going green

Crown Berger in conjunction with Makini
Schools have initiated a tree planting project
aimed at protecting Kenya's forests as wall
as maintaining the ecosystem to sustain the
country’s ervironment.

The initiative dubbed ‘adopt a tree’ seeks to
inform and educate children on the importance
of protecting forests to counter the adverse
effects of climate change by implementing
environmentally sustainable practices and
encourage the country to do the same.

The event saw over two thousand pupils
attending the plant a tree event along the
Nairobi River that flows through the school
compound. The campaign targets to plant an
estimated 5000 trees annually.

Under the programme, each pupil will track the
tree's growth by ensuring it is well maintained
through constant wateting and pruning.

“We the children of the earth are concerned
about the increase and magnitude of globai
warming and the resulting ecological, health,
economic and social ramifications”, read part
of a pledge recited by the children.

Nairoki Central Business District Association
(NCBDA) Chairman Timothy Muriuki who
presided over the occasion last June, said
efforts to reclaim deforested areas of Nairobi
were ongoing.

"We must engage concerted efforts aimed at
ensuring there are enough trees to meet the
needs of the society espedially those who rely
on wood for cooking”, he added.

During the occasion Crown Berger also re-
launched two wood protection products to
boost its paint making technology. Woodcare
365 and wood guard not only raise the paint
quality by up to 40%, but are also cost-
effective and reduce the material cost by 30%
per application.

Meanwhile Crown Berger has parinered with
Green Africa Foundation a local Kenyan Non-
governmental organization, to plant a tree for
every litre of paint purchased by dealers and
immediately specified by architects.

Green Africa Foundation Executive Director
John Kioli said Kenya needed to embrace
ecological and environmental conservation
practices with a particular focus to arid and
semi arid lands of Kenya where poverty is
most prevalent. He wamed the country was
in danger of the adverse effects of global
warming and called upon the government
to implement policies that safeguard the
environment.

Mr Rao (CEQ) is assisted by Debra Chelimo, a pupil at
Makini School, to plant a seedling along the Nairobi river
which passes through the school.

NCBDA Chairman Mr. Timo
to ane of the pupils.




A shining light... it is not about your
background but what you have within.

Head of Science Depi Mrs Esther Mbogo - James Kithome
and Jane Ndirangu in the physics laboratory.

Do you remember what you wanted to become when you
grew up? Maybe you are among the few who have or are on
their way to their childhood dreams.

For many the cocmman refrain to this question is one of either,
a Nurse, Police Officer, an Engineer, a Manager or even a
Piiot, as it is for one Jameas Kithome.

Well just like you once did, James envisions an illustrious
career in the skies. Nothing unique you may say, however
what is inimitabie is that despite the odds in his life he is weli
on the way to achieving his lifelong dream.

“From as young as | can remember i used to see the planes
in the sky and always dreamt of being a piiot, This is my
greatest motivation and one day help by giving back to
society”, he says.

On this lcvely Monday afterncen in March, | sat across this
ambiticus School captain, and saw the determination in his
eyes, to make every success out cf life. Today he was about
tc sit his Kiswahili end of term exam.

This opportunity was courtesy of Crown Berger Limited
that has paid his School fees since he started form one
in Leiboinet High School, Kajiado District. Crown Berger’s
sponsorship support also caters for his food and other
school needs.

James who celebrated his 18th birthday this past February,
Is an orphan whose parents succumbed to the HiV/
Aids scourge. He is among a team of twenty six students
benefitting through the Kenya Network of Wormen with Aids
(KENWA)} education sponsorship programme,

“My educaticn, paid for by Crown Berger has been good,
the payments have always been on time and | would iike to
thank them”.

Speaking to James, one notices his zeal for life and a
desire for greatness. He readily admits to harboring political
ambitions too with a heavy agenda on his mind,

“The issue of poverty | feel has been spoken about for so
long, 1 intend to ensure a reduction ¢f the current inequality
in the country once | get to pariament cne day scon”, He
explained at length.

An ‘A’ student, James takes his role as School Captain at
Wahundura High School with utmost responsibility knowing
very well that the 360 scheool population looks up to him for
conduct and direction.

According to School Principal Irungu Nduati, James is
exceptionally focused, hardworking and never afraid 1o lead
from the front. "He will be one of the best School Captains in
the School’s history”, he said.

Among his other fetes include being the court manager of
the schooi’'s basketball team. Noticing his refatively short
stature | ask just how he contributes to the game known for
players with above average height.

“This is not an issue for me because | believe it is what you
bring to the court that matters and i bring leadership and
mentorship where | organize practice sessions and manage
the daily game sessions.

His word of advice tc other less fortunate is not to buiid
their lives on a culture of despair nor background since it
is not wealth that determines a person but the brains one

- pOSsess.

The boy who enjoys eating chicken and watching movies is
upbeat about life sharing wisdom that truly puts him a cut
above many of his peers.

indeed this is a shining light that promises to illuminate
Kenya's economic and political spheres in the near future.
Courtesy of Grown Berger, | advise you watch this space
indeed.

“My education, paid for
by Crown Berger has
been good, the payments
have always been on
time and | would like to
thank them?”.

Wahundura High School Principal irungu Nduati with Schaol
Captain James Kithome outside the admin block.
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Report of the Directors
For the Year ended 31 December 2009

The Giréctors submit their report and the audited financial statements for the year ended 31 December 2009, which show the
state of the Group's affairs.

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

The operaticns of Twiga Paints Limited, one of the subsidiaries, were from 1 July 2006 taken over by Crown-Berger Kenya
Limited, the parent company. The company was dissolved in November 2009.

Crown Berger Allied Industries Limited (Formerly Unibilt 2003) is involved in the manufacture of adhesives.

2. Group results
The results for the year are set out on page 16.

3. Company results
The results for the year are set out on page 20.

4. Dividends
Subject to approval by shareholders, the Directors recommend the payment of a dividend of KShs 1.25 (2008: KShs 1) per share
amounting to KShs 29,659,000 (2008: KShs 23,727,000).

5. Financial statements
At the date of this report, the Directors were not aware of any circumstances, which would have rendered the values aftributed to
assets and liabilities in the financial statements of the Group misleading.

6. Reserves
The reserves of the Group and the company are set cut on page 41, ncte 14,

7. Directors
The Directors who served during the year and to the date of this report were:-

M. Charania - Chairman

R.K. Rao - Managing Director
F.G.K. Maina

P.M. Mwati

H.H.R.J. Charania

8. Auditors
Ernst & Young have expressed their wilingness to continue in office in accordance with Section 159(2) of the Kenyan
Companies Act.

By Order of the Board

Conrad Nyukuri
Secretary

28 April 2010




Report of the Independent Auditors to the
Members of Crown-Berger Kenya Limited
and Subsidiaries

Report on the Financial Statements

We have audited the accompanying consoiidated financial statements of Crown-Berger Kenya Limited (the company) and its
subsidiaries (together, the Group), as set out on pages 15 to 53 which comprise the consolidated statement of financial position as
at 31 December 2009, and the consolidated statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, together with the statement of financial position of the company as at 31 December 2008,
the statement of comprehensive income and statement of changes in equity of the company for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards and the requirements of the Kenyan Companies Act. This responsibility includes: designing,
implemnenting 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 circumnstances.

Auditor’'s Responsibility

Our responsibility is to express an independent 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 as to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the armounts and disclosures in the financial statements.
The procedures selected depended on our professional judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk assessments, we considered the internal control
relevant to the company's preparation and fair presentation of the financial statements in order to design audit procedures that
were appropriate in the circurnstances, 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 reascnableness of
accounting estimates made by the Directors, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the accompanying consolidated 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 2009 and of the financial performance and cash flows of the Group and the
company for the year then ended in accordance with International Financial Reporting Standards and the requirements of the
Kenyan Companies Act.

Report On 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 cur knowledge and belief were necessary for the
purposes of our audit;
W In our opinion, proper books of account have been kept by the company, so far as appears from our examination of those
books; and,
il The company's statement of financial position and staterment of comprehensive income are in agreement with the books
cf account.

pm————

= - T

Ernst & Young

Certified Public Accountants
Nairobi

28 April 2010




Statement of Directors’ Responsibilities

On the Group’s Financial Statements ‘
For the year ended 31 December 2009  |CMA-LIBRAI

The Kenyan Companies Act requires the Directors to prepare financial staterents for eacn financial year which give
atrue 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 reguires 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 sefeguarding 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 Interaticnal
Financial Reporting Standards and in the manner required by the Kenyan Companies Act. The Directars 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 controf,

Nothing has come to the attention of the Diractors 1o indicate that the company will not remain a going concern for
at least the next twelve months from the date of this statement,

/

Rakesh Rao Patrick Mwati
Managing Director Finance Director

28 April 2010 28 April 2010




Consolidated Statement of Financial Position
As at 31 December 2009

2009 2008
Note KShs 000 KShs'000

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment
Intangible asset
Prepaid leases

_Gooawdll

496,648 513,507
25,819 34,710
9,819 10,084

- - 13,497

77 532,286 T 571,798

m oo W

CURRENT ASSETS
Inventories 9 519,322 618,276
Trade and other receivables 10 ATT 743 581,966
Amounts due from related parties 11} 258,457 156,834
Tax recoverabie 12 5,455 4,890
Benkbalances and cas e e 65,189 . WASBIT
1,326,166 1,376.482

_TOTALASSETS . 185852 1948281

EQUITY AND LIABILITIES

CAPITAL AND RESERVES

Share capital 13 118,635 118,635

Reserves 14 688,649 679,520
 Proposed dividends e A5 ...29889 23727
I CTeaeoss 821,992
NON-CURRENT LIABILITIES
Deferred tax 16 97.860 96,002

CURRENT LIABILITIES
Bank overdraft 17 25,221 115920
Loan 18 42,585 102,686
Commercial paper 19 276,013 359,171
Amounts dus to related parties 110 164,203 53,164
' Trade and other payaDIes o B 415607 . 399388
9423,649 1 ,030,3?7

TOTALEQUITY ANDUWABILITIES | oo s 1,858,452

1948281

The financial statements were approved by the Board of Directors on 28 April 5010 and signed on its benhalf by:

-

Rakesh Rao Patrick Mwangi
Managing Director Finance Director




Consolidated Statement of Comprehensive Income
For the Year ended 31 December 2009

SALES 21 2,543,857 2,389,520
COST OF SALES 22

GROSS PROFIT 923,854 830,682
OTHER INCOME 23 53,698 46,448
OIVIDEND INCOME 24 51,234 -
Administration and establishment 25 (561,152) (503,599
Selling and distribution 26 (279,612 (251,483)
Finance costs 27 {48,204) {44,287)

PROFIT FROM CONTINUING
OPERATIONS BEFORE TAX 28 139,818 77,781

TAX 12 (53,510) (47.,004)

PROFIT FOR THE YEAR FROM
CONTINUING OPERATIONS 86,308 30,777

LOSS FOR THE YEAR FROM
DISCONTINUED OPERATIONS 29 - (2,481)

Other comprehensive incorme - -

Basic and diluted earnings per sharg KShs KShs

Attributable to continuing operations 30 3.64 1.30
Attributable to discontinued operations 30 - 0.10)




7011P

Consolidated Statement of Changes in Equity »
For the Year ended 31 December 2009 Filtered Light

At 1 January 2008 118,835 80,174 103,336 487,997 23,727 813,869
Transfer of excess
depreciation on revaluation - - (8,504} 8,504 - -
Deferred tax - - 3,514 - - 3,614
Total comprehensive income - - - 28,296 - 28,296
Dividends
- Paid for 2006 - - - - (23,727) (23,727)
- Proposed for 2008 - - - (23,727) 23,727 -
At 31 December 2008 115.6235 g0 G5 iy AR
At 1 January 200© 118,635 80,174 98,3486 501,070 23,727 821,952
=
Transfer of excess -
depreciation on revaluation - - (8,504} 8,504 - - Sunray
Deferred tax - - 3,644 - - 3,644
Total comprehensive income - - - 86,308 - 86,308
Dividends
- Paid for 2008 - - - - (23,727) (23,727)
- Proposed for 2009 - - - (29,659) 29,659 -
Dividends paid on dissciution
of Twiga Limited - - - (51,234} - {51,234)

At 21 December 2009 18,550

e
=%




Consolidated Statement of Cash Flows

For the Year ended 31 December 2009

2009

OPERATING ACTIVITIES KShs‘000
Profit before tax

Attricutable to continuing operations 139,818

- Aftributable to discontinued Cperation Anote29)

Adju'stments for:-

Depreciaticn 73,408
Amortisation of intangible assets 10,304
Amortisation of prepaid leases on land 265
impairment of Intangible assets 10,5600
Impairment f goodwil 13,497
Foreign exchange gain (15,445)
Interest expense 48,204
Gain on disposal of plant and equipment (1,5286)
Operating profit before working capital changes 279,025
Trade and other receivables 104,223
Inventories 98,954
Trade and other payables 16,241

Related parties 9,416
Cash flows generated from /{used in) operations 507,850

Incorme taxes paid (note 12) {48,573)
Interest paid (48,204)

. 139818

2008
KShs'000

77,781
A2A8)

78300

64,313
7,226
265

50,968
44,267
{318)

{172,610)
{(147,505)
324
(38,241}

(116,0611)
(55,246)
(44,267)

Net cash generated from /lused in) operating activities 411,082 (215,524)

INVESTING ACTIVITIES

Purchase of property, plant and equipment {60,221) (82,382

Purchase of intangible assets {11,913) {11,344)

Proceeds on saie of piant and equipment 5,198 4,476
Diidends on dissolution of Twiga Limited ..151,284) -

Net cash used in in esting activites T

FINANCING ACTIVITIES

(ms8170y

(89.250)

Loan proceeds - 152,204
(Payments)/borrowings on commercial paper 83,158) 220,069
Loan paid (60,101 (85,743)
Dividends paid on ordinary shares {23,727) (23,727)
Net cash (used n)igenerated from financing activiies e _(186.986) 22603
Net increase/(decrease) in cash and cash equivalents 125,926 {41,971)
Cash and cash equivalents at the beginning of the year {101,403) {8,464)
Effect of exchange rate changes 15,445 {50,568)
Gash and cash equivalents &t thé end of the jear BT~ 39866 _(101,403)




As at 31 December 2009 .
2009 2008
ASSETS Note KShs'000 KShs'000
NON CURRENT ASSETS
Property, plant and equipment 3 448,923 470,738
intangible assets 4 25,068 34,710
Prepaid leases 5 9,819 10,084
Investment in subsidiary companies 7 12,000 94,378
Deposit for shares 8 204,028 204,028
699,838 813,938
CURRENT ASSETS
Inventories 9 471,031 572,705
Trade and other receivables 10 388,612 486,638
Amounts due from related parties 11ii) 367,443 211,361
Tax recoverable 12 1,144 5,322
Bank balances and cash 58,216 10,607
1,285,346 1,286,633
TOTAL ASSETS 1,985,184 2,100,571
EQUITY AND LIABIUTIES
CAPITAL AND RESERVES
Share capital 13 118,635 118,635
Reserves 14 850,376 724,166
Proposed dividends 15 29,659 23,727
898,670 866,528
NON CURRENT LIABILITES
Deferred tax 16 57,860 96,002
CURRENT LIABILITIES
Bank overdraft 17 25,221 115,920
Loan 18 42,585 102,686
Commercial paper 18 276,013 359,171
Trade and other payables 20 375,778 370,257
Amounts due to related parties 11{iii} 169,057 180,007
888,654 1,138,041
TOTAL EQUITY AND LIABILITIES 1,985,184 2,100,571
The financial staterments were approved by the Board of Directors on 28 April 2010 and signed on its behalf by: -

S

Rakesh Rao Patrick Mwati
Managing Director Finance Director




Company Statement of Comprehensive Income
For the Year ended 31 December 2009

2009 2008
Note KShs'000 KShs‘000
SALES 21 2,464,489 2,295,803
COST OF SALES 22 (1,580,212) (1,493,104}
GROSS PROFIT 884,277 802,699
OTHER INCOME 23 54,869 52,123
DIVIDEND INCOME 24 51,234 -
990,380 854,822

EXPENSES: -
Administration and establishment 25 {495,055) {462,748)
Selling and distribution 26 {240,661) (237,040)
Finance costs 27 {48,929) {44,302)
PROFIT BEFORE TAX 28 205,735 110,732
TAX 12 (53,510) 47,004)
PROFIT FOR THE YEAR 152,225 63,728
Other comprehensive income - -
Total comprehensive income 152,225 63,728
KShs KShs

Basic and diluted earnings per share 30 6.42 2.69




Company Statement of Changes in Equity
For the Year ended 31 December 2009

Share Share Revaluation Retained Proposed Total
capital premium reserve earnings dividends equity
KShs*000 KSnhs'000 KShs'000 KShs'000 KShs'000  KShs'000

At 1 January 2008 118,635 80,174 143,712 456,765 23,727 823,013

Transfer of excess
depreciation on revaluation - - (8,504) 8,504 - -

Deferred tax - - 3.514 - - 3,514
Total comprehensive income - - - 63,728 - 63,728

Dividends
- Paid for 2007 - - - - (23,727) (23,727)

- Proposed for 2008 - - - (23,727) 23,727 -
At 31 December 2008 118,635 80,174 138,722 505,270 23,727 866,528 .

At 1 January 2009 118,635 80,174 138,722 505,270 23,727 866,528

Transfer of excess
depreciation on revaluation - - (8,504) 8,504 - -

Deferred tax - - 3,644 - - 3,644
Total comprehensive inCome - - - 152,225 - 152,225

Dividends
- Paid for 2008 - - - - (23,727) (23,727)
- Proposed for 2009 - - - (29,659 29,659 -

At 31 December 2009 118,635 80,174 133,862 636,340 29,659 908,670




Notes to the Financial Statements
For the Year ended 31 December 2009

1.1 Basis of preparation

The financial statements have been prepared on the historical cost basis as modffied by the revaluation of certain properties,
certain financial instruments at fair value and impaired assets at thair recoverable amounts. The financial statements are presented
in Kenya Shillings and all vajues are rounded to the nearest thousand.

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as issued by
the International Accounting Standards Board {IASB).

1.2 Standards, amendments and interpretations effective in 2009
The Group has adopted the following new and revised IFRSs which are mandatory for accounting periods beginning on or after
1 January 2009,

Amendment to IFRS 7 Financial Instruments: Disclosuras. The amended standard requires additiona) disclosures about fair valye
measurement and liquidity risk. Fair value measuraments related 1o items recorded at fair value are to be disclosed by source of
inputs using a three love fair vaiue hierarchy, by class, for all financial instruments recognised at fair value. In addition, reconciliation

bstween leveis in the fair value hierarchy. The amendments also clarify the requirements for liquidity risk disclosures with respect
to derivative transactions and assets used for liquidity management. Estimated fair value is the amount at which an instrument
could be exchanged in a current transaction between willing parties other than enforced or liquidation sale.

The Group has concluded that tha fair value of financial instrumeants approximate to their carrying amounts as they bear variable
interest rates determinad under market conditions.

IFRS 8, Operating Segments. This standard requires disclasure of information about the Group's operating segments and replaced
the reguirement to datarmine primary {eusiness) and secondary {geagraphical) reporting segments of the Group. IFRS 8 replaces
IAS 14 Segment Reporting upon effective date.

IAS 1{Revisad 2007), Presentation of Financial Statemerts. The Standard separates owner and non-owner changes in equity,
The statement of changes in equity will include only details of transactions with owners, with all non-owner changes in equity
presented as a single line. In addition, the Standard introduces the statement of comprehensive incoma, which presents income
and sxpense items recognised in profit or loss, togetner with all other items of recognised income and expense, either in one
single statement, or in two linked statements. The Group has slected to present comprehensive income in ore single statement
and it has not provided 3 restated comparative set of financial position for the earliest comparative period, as it has not adopted
any new accounting policies retrospactively, or has a retrospective restatement, or retrospectively reclassifisd items in the financial
Staternents,

IAS 23, Borrowing Costs. The revised [AS 23 requires capitalisation of borrowing costs that are directly attributable to the
acquisition, construction or production of a qualifying asset, Ouring the year, there were no borrowings for the acquisition of
capital assets,

The following standards, amendments and interpretations to published standards are mandatory for accounting periods beginning
onor after 1 January 2009, but they are not relavant to the Group's operations:

Financial Instrumants and Obligations Arising on Liguidation-These amendments to IAS 32 and I1AS 1 were issued in February
2008 and became effactive for financial years eginning on or after 1 January 2009. The revisions provide a limited scope
exception for puttabla instruments to be classified as squity if they fulfil a number of specified features. The adoption of these
standards had no material impact on the financial pPasition or the performanca of the Group.

IFRS 1, First-time Adoption of International Financial Reporting Standards ang IAS 27 Consolidated and Separate Financial
Statements — Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate-: Thig amendment is appiicable for
reporting periods beginning on or after 1 January 2009. The amendment permits an entity in its separate financial statements, to
determine the cost of investments in subsidiaries, jointly controfled entities or associates in their opening IFRS financial statements
in accordance with the following: at cost determine in accordance with |1AS 27, at the fair valus of the investment at the date of
transition to IFRS, determined in accordance with |AS 35 Finarcial instruments: Recognition and Measuremant; or at the previous
GAAP carrying amount of the | rnvestment at the date of transition to IFRS, IAS 27 was amendad and the cost method was removed
and it was made clear that ail dividends recsived from subsidiaries, joint ventures ang associates are recognisad as income when
the right to receive the dividend ig established and no more separated into pre- ang post-acquisition dividends. Upen recaipt of
dividend, the investor is raquired to consider the related investment for impairment and a consequential amendment was made
to 1AS 36 1o insert two indicators of impairment when a dividend is received,




Notes to the Financial Statements (Cont’d)
For the Year ended 31 December 2009

IAS 18, Ravenue: As part of the second omnibus of amandments 10 standards issued in April 2009 the Board has
added guidance {which accompanies the standard) to determine whether an entity is acting as a principal or as an
agent, effective immediately. The features to consider are whether the entity:

Has primary responsibility for providing the goods or service
Has inventory risk

Has discretion in establishing prices

Bears the credit risk

The revenue racognition accounting policy has been updated accordingly.

IFRS 2, Amendments {0 IFRS 2 Share-based Payment - Vesting Conditions and Cancellations-: The IASB issued an
amendment to IFRS 2 which clarifies the definition of vesting conditiors and prescribes the treatment for an award
that is cancelled. It also clarified the scope and the accounting for company cash-settled share-based payment

transactions.

IFRIC 9, Remeasurement of Embedded Derivatives and IAS 39 Financial Instruments: Recognition and Measurement
{effective for periods ending on or after 30 June 2008) - This amendment o IFRIC 9 requires an entity {0 assess
whether an embedded derivative must be separated from a host contract when the entity reclassifies a hybrid financial
asset out of the fair value through profit or loss category. This assessment is to be made based on circumstances
that existed on the later of the date the entity first became a party {0 the contract and the date of any contract
amendments that significantly change the cash flows of the contract. 1AS 39 now states that if an embedded
derivative cannot be reliably measured, tha entire hybrid instrument must remain classified as at fair value through
profit or loss.

IFRIC 13, Customer Loyalty Programmes-: IFRIC 13 requires customer loyalty credits to be accounted for as a
separate component of the sales transaction in which they are granted. A portion of the fair vaiue of the consideration
received is allocated to the award credits and deferred. This is then recognised as revenue over the period that the
award credits are redeemed.

IFRIC 15, — Agreements for the construction of real estate-: IFRIC 15 was issued in July 2008 and becomes effective
for financial years beginning on of after 1 January 2009. The interpretation is to be applied retrospectively. It clarifies
when and how revenue and related expenses from the sale of a real estate unit should be racognised if an agreement
hetween a developer and a buyer is reached before the construction of the real estate is completed. Furthermore,
the interpretation provides guidance on how 10 determine whether an agreement is within the scope of IAS 11 or

1AS 18.

IFRIC 16, Hedges of a net investment in a foreign operation. IFRIC 16 was issued in July 2008 and becomes effective
for financial years beginning on or after 1 October 2008, The interpretation is to be applied prospectively. IFRIC 16
provides guidance on the accounting for a hedge of a net investment. As such, it provides guidance on identifying
the foreign currency risks that qualify for hedge accounting in the hedge of a net investment, where within the
company the hedging instruments can be held inthe hedge of a net investment and how an entity should determine
the amount of foreign currency gain or loss, relating to both the net investment and the hedging instrument, to be
recycled on disposal of the net investment.

IFRIC 18, Transfers of assets from customers {effective for transfers on or after 1 July 20009). This interpretation
provides guidance on how 10 account for items of property, plant and equipment received from customers or cash that
is received and used to acquire or construct specific assets. This interpretation only applies to such assets that are
used to connect the customer to a network or to provide ongoing access to a supply of goods or services or both.

Improvements to IFRSs
In May 2008, the IASB issued omnibus of amendments to it standards, primarily with a view to removing

inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The adoption of
the following amendments did not have material impact on the financial position or performance of the Group.

IFRS 5, Non-current Assets Held for Sale and Discontinued Operations: Clarifies that the disciosures required in
respect of non-current assets and disposal groups classified as heid for sale or discontinued operations are only
those set out in IFRS 5. The disclosure requirements of other IFRSs only apply if specifically required for such non-
current assets or discontinued operations.



Notes to the Financial Statements (Cont’d)
For the Year ended 31 December 2009

IFRS 7, Financial Instruments: Disciosures: Removal of the reference to ‘total interest income’ as a component of finance costs,

IFRS 8, Operating Segment Information: Clarifies that segment assets and liabilities need only be reported when those assets and
liabilities are included in measures that are used by the chief operating decision maker.

IAS 1, Presentation of Financial Statements: Assets and liabilities classified as held for trading in accordance with 1AS 39 Financial
Instruments: Recognition and Measurement are not automatically classified as current in the statement of financial position,

IAS 7, Statement of Cash Flows: Explicitly states that only expenditure that resuits in recognising an asset can be classified asa
cash fiow from investing activities.

IAS 8, Accounting Poligies, Change in Accounting Estimates and Errors: Clarification that only implementation guidance that is an
integral part of an IFRS js mandatory when selecting accounting policies.

IAS 10, Events after the Reporting Perica: Clarification that dividends deciared after the end of the reporling period are not
abligations,

1AS 18, Property, Piant anc Equipment: Replaces the term “net seling price” with “fair value less costs to sell”. ltems of property,
piant and equipment held for rental that are routinely sold in the ordinary course of tusiness after rental, are fransferred to
inventory when rental ceases and they are held for sale,

IAS 18, Revenue: The amendment replaces the term ‘direct Costs’ with transaction costs as defined in IAS 39.

IAS 19, Employee Benefits: Revised the definition of ‘past service costs', 'return on olan assets’ and “short term’ and ‘other long-
term’ employee cenefits, Amendments to plans that result in a reduction in benefits related to future services are accounted for
as curtailment. Celeted the reference to the recognition of contingent liabilities to ensure consistency with JAS 37. Changes to
definitions on raturn on plan assets, contingent liability and short-term and other long-term benefits ara to be applied retrospectively.
The change to Past service cost definition to be applied prospectively. The amendment had no impact on accounting policy and
financial pesition of the Group.

interest will not be exempt from the requirement to impute interest. Interest s to be imputed on loans granted with below-market
interest rates.

IAS 28, investrments in Associates: If an associate is accounted for at fair value through profit or loss, only the requirement of |AS
28 to disclose the nature and extent of any significant restrictions on the ability of the associate to transfer funds to the entity in
the form of cash or repayment of loans applies. An investment in an associate is a single asset for the purpose of conducting
the impairment test - including any reversal of imgairment. Therefore, any impairment is not separately aliccated to the goodwil!
included in the investment balance.

IAS 29, Financial Reporting in Hyperinflationary Economies: Revises the reference to the exception that assets and ligbilities
should te measured at historical cost, such that it notes property, plant and equipment as Being an example, rather than implying
that it is a definitive list,

IAS 31, Interest in Joint Ventures: I a joint venture is accounted for at fair value, the only disclosure requirements of IAS 31 are
those refating to the commitments of the venturer and the joint venture, as well as summary financial information about the assets,
liabilities, income and expenses.

'AS 34, Interim Financial Reporting: Clarifies that earnings per share is disclosed in interim financial reports if an entity is within
the scope of IAS 33,

IAS 36, Impairment of Assets: When discounted cash flows are used to estimate ‘fair value less cost to sell, additional disclosure
is required about the discount rate, consistent with disclosures required when the discounted cash flows are used to estimate
‘value in use’. The amendrment clarified that the largest unit permitted for allocating goodwill, acquired in a business combination,
is the operating segment as defined in IFRS 8 tefore aggregation for reperting purposes.

IAS 38, Intangivie Assets (effective 1 July 2009} If an intangitsle asset acquired in a business combination is identifiable only with
another intangible asset, the acquirer may recognise the group of intangibles as a single asset provided the individual assets
have similar usefu lives. The valuation techniques presented for determining the fair vaiue of intangivle assets acquired in a
tusiness combination are only examples and are not restrictive on the methods that can e used. Expenditure on advertising and




Notes to the Financial Statements (Cont’d)
For the Year ended 31 December 2009

promotional activities is recognised as an expense when the company either has the right 1o access the goods or
has received the service. The reference to there being rarely, if ever, persuasive evidence to support an amortisation
method of intangible assets other than a straight-line method has been removed.

IAS 39, Financial instruments: Recognition and Measurement: Changes in circumstances relating to derivatives
- specifically derivatives designated or de-designated as hedging instruments after initial recognition — are not
reclassifications. When financial assets are reclassified as a result of an insurance company changing its accounting
policy in accordance with paragraph 45 of IFRS 4 Insurance Contracts, this is a change in circumstance, not a
reclassification. The standard also requires use of the revised effective interest rate (rather than the original effective
interest rate) when remeasuring a debt instrument on the cessation of fair value hedge accounting.

IAS 40, investment Properties: Revises the scope to include property that is being constructed or developed for future
use as an investment property. Where an entity is unable to determine the fair value of an investrnent property under
construction, but expects to be able to determine its fair valus on completion, the investment under construction wil
be measured at cost until fair value can be determined or construction is compiete.

IAS 41, Agriculture: removes the reference to the use of a pretax discount rate to determine fair value, thereby
allowing use of either a pretax or a post tax discount rate depending on the valuation methodology used. The
standard removes the prohibition to take into account cash flows resulting from any additional transformations when
estimating fair value. Instead, cashflows that are expected to be generated in the most relevant market are taken
into account.

The Group has chosen not to early adopt the following standards, amendments and interpretations to existing
standards that were issued, but not yet effective, for accounting periods beginning on 1 January 2009. The adoption
of these standards, amendments and interpretations is expected not to have any significant impact on the Group's
financial statements in the period of initial application but additional disclosures will be required.

IFRS 2, Share based payment (effective 1 January 2010): Company Cash-settled Share-based Payment Transactions.
The IASB issued an amendment to IFRS 2 that ciarified the scope and the accounting for company cash-ssttled
share-based payment transactions.

IFRS 3, (Revised); Business combinations and I1AS 27 (Amended): Consolidated and Separate Financial Statements.
The revised standards were issued in January 2008 and become sffective for financial years beginning on or after 1
July 2009. IFRS 3R introduces a number of changas in the accounting for business combinations occurring after this
date that will impact the amount of goodwill recognised, the reported results in the period that an acquisition occurs,
and future reported resuits. 1AS 27R requires that a change in the ownership interest of a subsidiary {without loss of
contral) is accounted for as an equity transaction. Therefore, such transactions will no longer give rise to goodwill,
nor will it give rise to a gain or loss. Furthermore, the amended standard changes the accounting for losses incurred
by the subsidiary as well as the loss of control of a subsidiary. Other consequential amendments were made to IAS
7 Statement of Cash Flows, IAS 12 Income Taxes, IAS 21 The Effects of Changes in Foreign Exchange Rates, IAS
28 Investment in Associates and 1AS 31 Interests in Joint Ventures. The changes by IFRS 3R and 1AS 27R wili affect
future acquisitions or loss of control and transactions with minority interests: The standards may be early adopted.

IFRS 9, Financial Instruments (effective 1 January 2011): Recognition and Measurement sets out the requirements for
recognising and measuring financial assets, financial liabilities and some coniracts to buy or sell non-financial items.

IAS 24, (Revised) Related Party Disclosure: The revised Standard shall be appiied retrospectively for annual periods
beginning on or after 1 January 2011,

IAS 39, Financial Instruments (effective 1 July 2008); Recognition and measurement — eligible hedged items; The
amendment clarifies that an entity is permitted to designate a partion of the fair value changes or cash flow variability
of a financial instrument as a hedged item. This also covers the designation of inflation as a hedged risk or portion
in particular situations.

IFRIC 14, Prepayments of a Minimum Funding Requirements (Amendments): IFRIC 14 was amended 1o remove an
unintended consequence arising from the treatment of prepayments of future contributions in some circumstances
when there is a minimum funding requirement.

IFRIC 17, Distribution of Non-Cash Assets to Owners: This interpretation is effective for annual periods beginning
on or after 1 July 2009 with eary application permitied. it provides guidance on how to account for non-cash
distributions to owners. The interpretation clarifies when to recognise a lability, how to measure it and the associated
assets, and when to derecognise the asset and liability.
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IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments: The Interpretation was issued in November 2009 and shall
be applied retrospectively for annuai periods beginning on or after 1 April 201G The Interpretation clarifies that equity instrumeants
issuied to a creditor to extinguish the liability are ‘consideration paid’ in accordance with |AS 39. As a result, the financial liability
is derecognised and the equity instruments issued are treated as consideration paid to extinguish that financial liability. The
Interpretation states that equity instruments issued in a debt for aquity swap should be measured at the fair value of the equity
instruments issued, if this can be determined reliably. If the fair value of the equily instruments issued is not reliably determinable,
the equity instruments should be measured by reference 1o the fair value of the financial liability extinguished as of the date of
extinguishment. Any difference between the carrying amount of the financial liability that is extinguished and the fair value of the
equity instruments issued is recognised immediately in profit or loss. The resufting gain o loss is disclosed separately on the
staternent of comprehensive income, or the separate income statement (if presented), or in the notes. This standard will have no
effect on the bank's financial statements.

Improvements to IFRSs

In April 2009, the |ASB issued the second omnibus of amendments tc its standards, primarity with a view to removing inconsistencies
and clarifying wording. Theré are separate transitional provisions for each standard. The adoption of the following amendments
which are effective for periods beginning on or after 1 January 2010 (unless otherwise stated) will not have material impact in the
period of initial application but additicnal disclosures will be required.

IFRS 2, Share-based Payment (effective 1 July 2009): Clarifies that the contribution of & business on formation of a jeint venture
and combinations under commen contral are not within the scope of IFRS 2.

IFRS 5, Non-current Assets Held for Sale and Discontinued Operations: Clarifies that the disclosues required in respect of non-
current assets, disposal groups classified as held for sale, or discontinued operations are only those set out in IFRS 5.

IFRS 8, Operating Segments: Segment assets and liabilities need only be reported when those assets and liabilities are included
in measures used by the chief operating decision maker

IAS 1, Presentation of Financial Statements: The terms of a liability that could at any time result in its settlement by the issuance
of equity instruments at the option of the counterparty do not affect its classification.

IAS 7, Statement of Cash Flows: Only expenditure that results in a recognised asset can be classified as a cash flow from
investing activities.

IAS 17, Leases; The specific guidance on classifying land as a lease has been removed so that only the general guidance remains.

IAS 36, Impairment of Assets: The largest unit permitted for allocating goodwill acquired in a business combination is the operating
segment defined in IFRS 8 before aggregation for reporting purposes.

IAS 39, Financial Instruments: Recognition and Measurement: A prapayment option is considered closely related to the host
contract when the exercise price reimburses the lender up to the approximate present value of lost interest for the remaining
term of the host contract. The scope exemption for contracls belween an acquirer and a vendor in a business combination to
buy or sell an acquires at a future date applies only to binding forward contracts, not derivative contracts where further actions
are still to be teken. Gains and losses on cash fiow hedges of a forecast transaction that subsequently results in the recognition
of a financial instrument or on cash flow hedges or recognised financial instruments shouid be reclassified in the pericd that the
hadged forecast cash flows affect profit or loss.

IFRIC 9, Reassessment of Embedded Derivatives {eflective 1 July 2009); Does not apply to possible reassessment at the date
of acquisition to embedded derivatives in contracls acquired in a combination between entities or businesses under comman
control or the formation of a joint venture

IFRIC 18, Hedgs of a Net Investment in a Foreign Operation (effective 1 July 2009); Qualifying hedging instruments may be held
by any entity within the group, provided the designation, documentation and effectiveness requirements of IAS 39 are met.
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1.3 Significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied, unless otherwise stated.

a) Consolidation

The consolidated financial statements of the Group comprise the financial statements of the company and its
subsidiaries as at 31 December each year. The subsidiaries include Crown Berger Allied industries Limited {(Formerly
Unikilt 2003 Limited), Twiga Paints Limited and Crown Buildings and Producis Limited (Uganda) all wholly owned by
the Company.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control,
and continue 1o be consolidated until the date thai such control ceases. The financial staterments of the subsidiaries
are prepared for the same reporting period as the parent company, using consisient accounting policies. All intra-
group balances, income and expenses and unrealised gains and losses resuiting from intra-group trangactions are
eliminated in full.

b) Foreign currency transactions

Transactions in foreign currencies during the year are converted into the functional currency, Kenya Shilings, using
the exchange rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functiona! currency spoi rate of exchange ruling at the reporting date. All differences
are taken to the statement of comprehensive income with the exception of all monetary items that provide an
effective hedge for a net investment in a foreign operation, These are recognised in other cormprehensive income until
the disposal of the net investrment, at which time they are recognised in the statement of comprehensive income.
Tax charges and crediis attributable 10 exchange differences on those monetary items are aiso recorded in other
cormprehensive income.

Non-monetary items that are measured in terms of historical cost in a forsign curency are translated using the
exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined.

c) Revenue recognition

Revenue is recognised to the extent that it is probable that the economic henefits will flow to the Group and the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received, excluding
discounts, rebates, and sales taxes or duty. The following specific recogniticn criteria must also be met before
revenue is recognised:

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have
passed to the buyer, usually on delivery of the goods.

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

Incorme arising from operating leases on machinery is accounted for on a straight line basis over the lease terms.

All ather income earned by the Group is recognized as it accrues.

d) Taxation

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities. Incorme tax expense represents the sum of current tax payable
and deferred taxation.

Current income tax 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. The tax rates and tax laws used to compute the amouni are those
shat are enacted or substantively enacted at the reporting date.
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Deferred tax

Deferred tax is provided using the liability method on temporary differences at the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes. Deferred tax assets are recognised for all deductible
temporary differences, carry forward of unused tax losses and unused tax credits tc 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,

Deferred income tax liabilities are recognised for all taxable temporary differences, except:
. where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability
in & transaction that is not a business combinaticn and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled and
it is probable that the termporary differences will not reverse in the foreseeabls future.

Deferred income tax assets and liabilities are measured at the rates that ara expected to apply in the year when the assat is
realised or the liability is settled based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting
date. Un-recognised deferred income tax assets are reassessed at each reporting date and are recognised to the axtent that it
has become probable that future taxable profit will allow the daferred tax asset to bs recovered,

Deferred tax assets and deferred tax lizbilties are offset, if a legally enforceable right exists to set off current tax assets against
Surrent income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

Current inceme tax and deferrad tax relating to items recognised in cther comprehensive income is also recognised in other
comprehensive income and net in profit or loss,

Value added tax
Revenues, expenses and assets are recegnised net of the amount of value added tax except:
. Where the value addad tax incurred on a purchase of assets or services is not racoverable from the taxation
authority, in which case the value added tax is recognised as part of the cost of acquisition of the asset or as
part of the expensa ftem as applicable,

. Receivables and payables that are stated with the amount of value added tax included.

The nat amount of value added tax recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the statament of financial pasition.

e) Employees benefits

Defined contributions provident fund

The company operates a dsfined contributions post-empioyment provident fund for sligible non-unionisatle employees. The fund
s funded by contributions from the amployees and the company. The assets of tha fund are held and administered independeantly
of the company's assets. The company's contributions to the fund are charged to the statement of comprahensive income so as
@ spread the cost over the service lives of employees.

Past service costs are recognized immediately in income, unless the changes to the provident fund are conditional on the
employess remaining in service for a specified period of time {vesting period). In this case, the past service costs are amortised
©n a straight line basis over the vesting period.

Statutory pension scheme

The company also contributes to a statutory defined contribution pension scheme, the National Social Security Fund (NSSF).
Contributions are determined by local statute and are currently limited to KShs 200 per employee per month.

Tha company's contributions to the abgove schemes are charged to the statement of comprehensive income in the year to which
they relate.

Employees’ entitlements
The monetary benefits for employees’ accrued annual leave entitiement at the repcrting date are recognised as an expense accrual.
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f) Financial instruments

Financial assets and liabilities are recognized in the Group’s staternent of financial position when the company
becomes a party 10 contractual provisions of the instrument.

Financial assels are recognised initially at fair value plus directly attributable transaction co s(; i"A A - LIBR~

Financial liabilities are recognised initially at fair value and in the case of loans and borrow g, directly attributable
transaction costs.
The subseguent measurement of financial assets and liabilities depends on their classification as foliows:

Trade receivables

Trade receivables are stated at their nominal value as reduced by appropriate allowances for estimated irrecoverable
amounts. An estimate is made of doubtiul receivables based on review of all outstanding 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 — which approximate fair value.

Available-for-sale financial investments

Available-for-sale financial investments are those which are designated as such or do not qualify to be classified as
designated at fair value through profit or loss, held-to-maturity or loans and advances. They include equity instruments,
investments in money market and other debt instruments.

After initial measurement, available-for-sale financial investments are subsequently measured at fair value, Unrealised
gains and losses are recognised directly in equity. When the security is disposed of, the cumulative gain or 10ss
previously recognised in equity is recognised in the statement of comprehensive income. Where the company holds
more than one investment in the same security they are deemed to be disposed off on a first-in-first-out basis.
interest earned whilst holding available-for-sale financial investments is reported as interestincome using the effective
interest rate.

Available-for-sale financial instruments whose market value cannot be readily determined are recorded in the financial
siatements at cost.

Deposit for shares
Deposit for shares represent amount set aside for acquisition of shares pending allotment.

Borrowings

Interest bearing loans, overdrafts and commercia papers are recorded at the proceeds received, net of direct costs.
Finance charges, including premium payable on seftlement of redermption, 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.

Cash and cash equivalents
The Group considers all balances with less than 80 days maturity from the date of acquisition as cash. The cost of
cash equivalent approximates the fair value due to the short term nature thereof.

Impairment of financial assets
The Grourp assesses at each reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only
i, there is objective evidence of impairment as a result of one or more events that has occurred after the initial
racognition of the asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated.

Evigence of impairment may include indications that the borrower or a group of borrowers is experiencing significant
financial difficutty, default or delingquency ininterest or principal payrments, the probability that they will enter bankruptcy
or other financial reorganization and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as change in arrears or economic conditions that correlate with defaults,
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For availabie-for-sale financial investrments, the Group assesses at each reporting date whether there is objective evidence that
an investment or a group of investments is impaired. In the case of equity investments ciassified as available-for-sale, objective
evidence would include a significant or prolonged dedline in the fair value of the investment below its cost. Where there is evidence
of impairment, the cumulative loss measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that investment previously reccegnised in the statement of comprehensive income - is removed from equity
and recognised in the staternent of comprehensive income. impairment losses on equity investments are not reversed through the
staterment of comprehensive income; increases in their fair value after impairment are recogniseq directly in equity.

In the case of debt instruments classified as avallable-for-sale, impairment is assessed based on the same criteria as financiai
assets carried at amoriised cost. Interest continues to be accrued at the original effective interest rate on the reduced carrying
amount of the asset and is recorded as part of ‘Interest and similar income", 1, in a subsequent year, the fair vaiue of a debt
instrument increases and the increase can be objectively related to an event oceurring after the impairment loss was recognised
in the statement of comprehensive income, the Impairment loss is reversed through the statement of comprehensive income.

Derecognition of financial assets
|' F’T‘f"aé?\:"i';.‘;{.? BANCE
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised
when:

* the rights to receive cash flows from the asset have expired; or

* the company has transferred its rights to receive cash flows from the asset or has assumed an obligation tc pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either;

(&) the company has transferred substantially ail the risks and rewarcs of the asset, or

{b) the company has neithar transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the company has transferred its rights to receive cash flows fram an asset or has entered into a pass-through arrangement,
and has neither transferred nor retained substaniially all the risks and rewards of the asset nor transferrad control of the asset, a
new asset is recognised to the extent of the company's continuing involvement in the asset.

Continuing involvement that takes the form of a guarantee over the transferred asset, is measured at the lower of the original
carrying ameunt of the asset and the maximum amount of consideration that the Group could be required to repay.

When continuing involverment takes the form of a written and/or purchased option (inciuding a cash settled option or similar
provision) on the transferred asset, the extent of the Company’s continuing involement is the amount of the transferred asset that
the company may repurchase, except that in the case of a written put option {including a cash settled option or similar pravision)
On an asset measured at fair value, the extent of the company's centinuing involverment is limited to the lower of the fair value of
the transferred asset and the option exercise price.

TR el peovhe s

Pie

A financial fiability is derecognised when the obligation under the liability is discharged or cancelled Or expiras,

When an existing financial liability is replaced by another from the same lender 0N substantially different terms, or the terms of an
existing liability arg substantially modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the differance in the respective carrying amounts is recognised in the statement of

comprehensive income.

Investments in subsidiaries

Investments in subsidiary companies are carried at cost in the separate financial statements,which is the aggregate of the fair
values, at the date of exchange, of assets given, fiabilities incurred or assumed, and equity instruments issued by the acquirer,
in exchange for control of the acquiree, plus any costs directly attributable to the business combination. The carrying amount
is reduced to recognise any impairment in the value of individual investments. The impairment loss is taken to the statement of
comprehensive income.

g) Property, plant, equipment and depreciation.

Property, plant and machinery are measured at fair value less accumulated depreciation on buildings and impairment,
Valuations are performed frequently enough to ensure that the fair value of the revalued asset does not differ materially from jts
carrying amount.
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increases in the carrying amount arising on revaluations are recogrized in other comprehensive income and
accumulated in a revaluation surplus, a separate companent in equity. Decreases that offset previous increases of
the same asset are charged against the revaluation surplus. Al other decreases are charged ta the statement of
comprehensive income.

An annual transfer from the asset revaluation reserve to retained earnings is made.

Equipment and all other assets are stated at cost less accumulated depreciation and any accumulated impairment
losses, if any.

Depraciation is caiculated on the straight-fine basis, at annual rates estimated to write off carrying values of the assets
over their expected useful lives. The annual depreciation rates in use are:

Buiiding 2%

Plant and machinery 8% - 10%
Fixtures and fittings 12Ve%
Motor vehicles 20% - 25%
Computers and equipment 20%

An item of property, plant and equipment is derecognised upen disposal or when no future econcmic benefits are
expected from its use. 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 assets,
amounts in the revaluation surplus relating to that asset are transferred to retained earnings.

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year end, and
adjusted prospectively if appropriate.

h) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost, The cost of intangible assets
acquired in a business combinaticn is fair value as at the date of acquisition. Following initial recognition, intangible
assats are carried at cost less any accumulated amortisaticn and any accumulated impairment losses.

Intangible assets are amortised over the useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortisation period and the amortisation method is reviewed
at least at each financial year end. Changes in the expected useful life or the expected pattern of consumption of
future econamic benefits embadied in the asset is accounted for by changing the amortisation period or method, as
appropriate, and are treated as changes in accounting estimales. The amortisation expense on intangible assets is
recognised in the statement of comprehensive income in the expense category consistent with the function of the
intangible asset.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recegnised in the statement of comprehensive
income when the asset is derecognised.

i) Leases

The determination of whether an arangement is, or contains a lease is based on the substance of the arrangement
at inception date: whether fulfillment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement canveys a fright tc use the asset. For arrangements entered into prior to 1 January 2005, the date of
inception is deemed to be 1 January 2005 in accordance with the transitional requirements of [FRIC 4.

Leases on land are classified as cperating leases. The costs incutred to acquire the right of use of the land are
included in the financial statements as long-term prepayment and amortised on a straight-line basis over the remaining
iease period.

Group as a lessee

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the
leased itemn, are capitalised at the commencement of the lease at the fair value of the leased property or, if lower, at
the present value of the minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance cf the liability.
Finance charges are recognised in the statement of comprehensive income.
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Leased assets are depreciated over the usaful life of the asset. However, if there Is no reasonable certainty that the Group will
obtain ownership by the end of the lease term, the asset is depreciatad over the shorter of the estimated useful life of the asset
and the lease term.

Operating lease payments are recognised as an expense in the staterment of comprehensive income on a straight line basis over
the leagse term.,

Group as a lessor

Leases where the Group does not transfer substantiaily all the risks and benefits of ownership of the asset are classified ag
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the leased
asset and recognised over the lease term on the sama Cases as rental income., Contingent rents are recognised as revenus in the
period in which they are earned.

) Inventories

Inventories are valued at the lower of cost and net realisable value, Cost is determined ona weighted average basis and comprises
expenditure incurred in the normal course of business, inciuding direct material costs, labour and production overheads. Net
reaiisacle value is the estimated selling price in the ordinary course of business, less estimated costs of completion and the
estimated costs necessary to make the saie.

k) Borrowing costs
Borrowing costs consist of interest and other costs that an entity incurs in connection with borrowing of funds. Borrowing costs
are expensed in the period they occur, Borrowing costs are capitalised on qualifying assets

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

m) Related parties
in the normal course of business, the Group has entered into transactions with related parties. The related party transactions are
shown on page 40, note 11.

n) Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events and it ig
probable that an out fliow of resources embodying economic benefits will be required to settie the obligation and a reliable
estimate of the amount of the obligation can be made.,

0) Impairment of non financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. if such indication
exists, the 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 staternent of comprehensive income.

An asset's recoverable amount is the higher of an asset's fair vaiue less costs to sell and its value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time vaiue of money and the risks specific to the asset. In determining fair value less costs to sell, an
appropriate valuation model is used. These calculations are corroborated by valuation rmultiples, quoted share prices for publicly
traded subsidiaries or other available fair value indicators.

An assessment is made at sach reporting date as to whether there is any indication that previcusly recognised impairment
losses may no longer exist or may have decreased. If such indication exists, the asset's recoverable amaount is estimated.
A previously recognised impairment loss is reversed only if there has besen a change in the assumptions used to determine
the asset's recoverable amount since the last impairment loss was recognised. The reversai is Imited so that the carrying
amount of the asset does not excead its recoverable amount, nor exceed the carrying amount that wouid haye been determined,
net of depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
staternent of comprehensive income unless the asset is carried at revalued amount, in which case the reversal is freated as a
revaluation increase.
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1.4 Significant accounting judgements, estimates and assumptions

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the disclosure of
contingent liabilities at the end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material agjustment to the carrying amount of the asset or liability affected in
future periods.

Judgments
In the process of applying the Grouo’s accounting policies, management has made the following judgments, which
have the most significant effect on the amounts recognised in the financial statements:

iy Allowances for obsolete inventories

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

il) Impairment of financial instruments
The Group reviews Its receivables’ portfolio regularly to assess the likelihood of impairment. This requires an estimation
of the amounts that are irrecoverable.

iif) Discontinued Operations
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. For more details on the discontinued operation refer to Note 249,

vi) Going concern

The Group's management has made an assessment of the Group's ability to continue as a going concern and
is satisfied that the Group has the resources 1o continue in business for the foresesable future. Furthermore, the
management is not aware of any material uncertainties that may cast significant doubt upor the Group’s ability
to continue as a going concern. Therefore the financial statements continue to be prepared on the going concern
basis.

v) Operating Lease Commitments-Group as Lessor

The Group has entered into commersial property leases on some of its property. The Group has determined, based
on an evaluation of the terms and conditions of the arrangements, that it retains all the significant risks and rewards
of ownership of these properties and so agcounts for the contracts as operating leases.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below:

i) Property, plant and equipment
Directors make estimates in determining the depreciation rates for property and equipment. The raies used are set
out in the accounting policy for property and equipment.

These estimates are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed 1o be reasonable under the prevailing circumstances.

i) Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment for all non-financial assets at each reporting
date. Non-financial assets are tested for impairment when there are indicators that the carrying amounts may
not be recoverabie.
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At January 2009 259,499 308,860 74,171 228,700 871,230

Additions 736 17,713 9,075 32,697 60,221
Impairment - - {(1,621) - {(1,621)
_Disposals - - (18,639) T H18B39)
Valuation 162,344 51,921 - - 214,265
Cost - N 97,891 274,652 62,986 261,397 696,926

'Accumulated depreciation o

At 1 January 2009 44,756 151,956 40,315 120,696 357,723

Charge for the year 5,190 20,919 11,896 35,403 73,408

Impairment - - (1,621) - (1,621}
_Bliminated on disposals | : S asen s asen)

Net Book Value

At January 2008 257,727 293,157 58,482 190,833 800,199

Additions 1,772 17,814 24,851 37.945 82,382
Disposals e - (2111) 9,162) (78) (11.357)

Comprising:

Valuation 162,344 42146 - - 204,490
_Cost S 97,155 266,714 74,171 228,700 666,740
 Accumulated deprecnatlon o

At 1 January 2008 39,572 132,815 36,198 G2,018 300,603

Charge for the year 5,184 19,354 11,084 28,681 64,313
Ehm\nated on dlsposals - 213) 6,967) £13) _ (7,193) _
N Net Book \/a\uem o
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CProperty. plant &

If the buildings and plant and machinery were measured using the cost model, the carrying amount would

be as follows:

Cost

_Accumulated depreciation

372,543

(145,647)

363,869
(130.690)

The bank overdraft is secured by supplementary charge over LR 209/5792 along Mogadishu road and

LR 209/4275 along Likoni road.

SR AT

VY ey mnedee] 0 e aw

S i e N Wb 00
Cast o valunin
At 1 January 2009 259,497 239,939 65,564 214,968 779,968
Additions 738 8,515 7,819 30,404 47,476
Disposals - - (18,639) - (18,639)
At 31 December 2004 D, S e SO 00
Comprising:
Valuation 162,344 51,921 - - 214,265
Cost 97,891 196,533 54,744 245,372 584,540

W ST PR RN

Accumulated depreciation
At 1 January 2009 43,164 119,374 33,310 113,382 309,230
Charge for the year 5,190 15,374 10,9986 34,059 65,619
Eliminated on disposals - - (14,967) - {14,967)
At 31 December 2009 48 S0 Ak S9N AL RET
Net Book Value
At 31 December 2009 KRR 115 70 ERIE T 97 431 S48 8927

011P

[
Filtered Light

7021P

Spinning Silk

70121
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3. Property, plant and equipment (coniinued)

Fixtures,
Flant and Maotor fittings and

Buildings machinery vehicles equipment Total

KShs 000 KShs'000 KShs 000 KShs'000 KShs'000
Cost or valuation
At 1 January 2008 257,725 226,631 50,471 181,387 716,214
Additions 1,772 13,308 23,893 33,581 72,554
Disposals - - (8,800) - (8,800)
AL 31 December 2008 259,497 239,939 65,564 214,968 779,968
Comprising:
Valuation 162,344 51,921 - - 214,265
Cost 97,153 188,018 65,564 214,968 565,703

259,497 239,939 65,564 214,968 779,968

Accumulated depreciation
At 1 January 2008 37,980 104,654 30,640 85,578 258,852
Charge for the year 5,184 14,720 9,523 27,804 57,231
Eliminated on disposals - - (6,853) - {6,853)
At 31 December 2008 43,164 119,374 33.310 113.382 309.230
Net Book Value
At 31 December 2008 216,333 120,565 32,254 101.586 470.738

If the buildings and plant and machinery were measured using the cost model, the carrying amount would be as follows:

2008 2008

KShs 000 KShs 000

Cost 294,424 285,171
Accumulated depreciation (107.521) (98.,108)
186,903 187.063

All the assets other than fixtures, fittings and equipment and moter vehicies were revalued en 31 March 2008. The revaluation
amounts were incorperated 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 vaiuers, Kiragu & Mwangi Limited. The revaluation surpius was credited
to capital reserve while the revaluation deficit was charged to the statement of comgrehensive income as an exceptional item.
The fixtures, fittings and equipment and motor vehicles are stated at cost.




Notes to the Financial Statements (Cont’d)
For the Year ended 31 December 2009

4. Intangible assets

GROUP COMPANY
2009 2008 2009 2008
KShs 000 KShs'000 KShs‘000 KShs000
Cost
At 1 January 41,936 - 41,936 -
Additions 11,913 11,344 11,132 11,344
Transferfomworkinprogress - 30892 - 3059
At3iDecember 7 53s49 41936 53068 41,936
Amortisation
At 1 January 7,226 - 7,226 -
Charge for the year 10,304 7,226 10,274 7,228
Impairment of intangible asset 10,500 - 10,500 -
“ASTDecember T UbBoa 726 28000 7226
NET BOOKVALUE 25819 34710 25088 34710
5. Prepaid leases
Cost
At 1 January and December 13,000 13,000 13,000 13,000
Amortisation
At 1 January 2,916 2,651 2,916 2,651
Charge for the year 265 265 265 265
“AUS! December TTTTTUTTTTTSERTTT T aeteaasi 2916
NET BOOK VALUE 9,819 10,084 9,819 10,084

The prepaid leases on land consist of two leases as follows:
) Mogadishu Road factory - amortised over the lease period of 89 years. The un-expired lease period as at 31
December 2009 is 37 years.
i Likoni Road offices - amortised over the lease period of 89 years. The un-expired lease period as at 31
December 2009 is 37 years.

6. Goodwill

The goodwill was recognised on full acquisition of Crown Buildings and Products Limited (Uganda). The goodwill has
been fully impaired in the current year.
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Twiga Paints Limited Kenya Selling of auto paints

(1,375,000 ordinary shares of KShs 20 each) and decorative product - 82,378
Crown Berger Allied Industries Limited

(Formerly Unibilt 2003 Limited)

{10,000 ordinary shares of KShs 1,000 each) Kenya Manufacture of ting 10,000 10,000
Crown Buildings and Products Limited (Uganda)
(5.000 ordinary shares of KShs 400 each) Uganda Selling of auto paints and

decorative products 2,000 2,000

Crown Berger Kenya Limited owns 100% of Grown Berger Allied Industries Limited (Forrmerly Unibilt 2003 Limited) and Crown
Buildings and Products Limited {Uganda).

Crown Buildings and Products Limited 80,000 80,000
Crown Berger Allied Industries Limited {Formerly Unibilt 2003 Limited) 124,028 124,028

This reiates to deposit made in Crown Buildings and Products Limited (Uganda) and amounts due from Crown Berger Allied
Industries Limited {Formerly Unibilt 2003 Limited) capitalised but pending allotment of shares.

Finished goods 225,699 307.618 207,258 274,666
Raw materials 235,013 230,460 205,163 219,298
Goods in transit 58,6810 80,198 58,610 78,741
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10, Trade and other receivables

GROUP COLAPANY
2009 S SO0 P
KShs 000 KShs 360 KShes 000 K Shs 000
Trade receivables 412,828 492,422 336,948 414,985
Other receivables 50,291 65,410 36,114 48,208
Prepayments 14,624 24,134 13,450 23,445
477.743 581.966 A86.012 486,558

As at 31 Decemnber 2009, trade receivables at initial value of KShs 80,693,000 (2008: KShs 56,102,000) were impaired
and fully provided for. See below for the moverments in the provision of impairment of receivables,

GROUP CORMPANY
2008 2008 L VIOR

KShe 000 KShs 000 K&Shs 000
At beginning 56,102 61,651 55,657
Charge for the year 62,393 18,139 45,133
Used during the year {write-off) (620) (14,096) (620) {2,804)
Unused amounts reversed (recoveries) (37,182) (9,592) (19,875) (6,837)

80693 55,107 80195 55 557

Ageing analysis
Less than 30 days(heither past due nor impaired) 218,189 180,592 149,115 109,480
31 to 60 days 97,757 59,834 95,281 56,776
61 days to 90 days 28,626 73,734 27,037 70,131
Qver 90 days 148,949 234,364 145,710 234,155
Impaired S (80693  (56,102)  (80,195)  (55,557)
e but not impaired 112828 %32.422 336.048 414,980

Trade receivables are non-interest bearing.
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—olsrec narties and related party transactions

The company is controlled by Crown Paints & Building Products Limited {incorporated in Kenya) which owns 62% of the
compary’s shares. The remaining 38% of the shares are widely held. The uttimate parent company of the group is Barclay Holding
Limited incorporated in Belize Off-Shore Centra, Crown Berger Allied Industries Limited (Formarly Unibilt 2003 Limited! and Crown
Buildings and Products Limited (Uganda) are wholly owned subsidiaries of the company.

The fallowing transactions were carried out with related parties:

GRCUP COMPARNY
2002 2008 2008 2008
KS8hs 400 KSha'GOD KShs 000 KShs'000
(i} Sale and services rendered:
Crown Berger Aliied Industries Limited
(Formerly Unibitt 2003 Limited) - - 12,570 22,245
Crown Buildings and Products Limited (Uganda) - - 66,902 41,313
Purchase of goods
Crown Berger Allied Industries Limited - - 29,151 -
Services rendered
Crown Paints and Building Products Limited
(Managemsnt services) - 6,789 - 6,789
Daxian Lirmited 136,543 66,473 136,543 66,473
(i) interest on related company balances
Crown Berger Allied Industries Limited
(Formeriy Unibilt 2003 Uimited) - - - 10,271
iy Outstanding balances arising from sale and services renderad:
GROUP COMPANY
2008 2008 2009 2008
KShs 000 KShs 000 KShs 000 KShs'000
Receivables from related parties:
Crown Paints and Building Products Limited 258,457 156,834 258,457 156,834
Crown Building and Products Limited (Uganda) - - 108,986 54,527
258457 156.834 367.443 211.361
Payables to related parties:
Crown Paints and Building Products Limited 454 - 454 -
Twiga Paints Limited - - - 136,843
Crown Berger Allied Industrigs Limited
{(Formerly Unibilt 2003 Limited) - - 4,854 -
Daxian Limited 163,749 53,164 163,749 53,164
164.203 53184 169.0567 190.007
iv) Key management personngl compensation
Remuneration 60,167 33,662 58,766 32,035
Retirement benefits 3,108 3,715 3,108 3,715
63.275 37077 G1.874 35.750

Terms and conaiitions of transactions with related parties
The sales to and purchases from related parties are made at normal market prices. Outstanding balances at the year-end are
unsecured and ssttlement occurs in cash.
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12. Taxation

Statement of financial position
Balance brought forward
Charge for the year
Under-provision in previous year
Payments during the year

Tax recoverable

Statermnent of comarehensive INCOME

Current tax at 30% on the taxable profit for the year
Under-provision in previous year

Deferred tax

Recongiliation 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

Tax effect on expenses not deductible for tax purposes
Under-provisicn in previous year

13. Share capital

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

lssued and fully paid:
03 727,000 (2008: 23,727,000)
ordinary shares of KShs.5 each

14. Reserves
Share premium
Revaluation reserve

Retained earnings

Asset revaluation reserve

GROUP
2009 2008
KShs 000 KShs 000
{4,890) 180
47,835 43,853
373 6,313
{48,573) {55,246)
(5.455) 4.890)
47,635 43,853
373 6,313
5,502 13,162)
53,510 47.004
139,818 77,781
41,945 23,334
{(11,464) 6,080
22,656 11,267
373 6,313
53.510 47.004
125,000 125,000
118,635 118,635
80,174 80,174
03,486 08,346
514,989 501,070
588,649 679,590

COMPANY

2009 2008
KShs' 00D  KShs'000
{5,322) (242)
47,635 43,853
373 6,313
(43,830) (55,246)
(1.144) (5.322)
47,635 43,853
373 6,313
5,502 {3,162)
53.510 47.004
205,735 110,732
61,721 33,220
{11,464) 6,090
2,880 1,381
373 6,313
53,510 47.004
125,000 125,000
118,635 118,635
80,174 80,174
133,862 138,722
636,340 505,270
850,376 704,166

The asset revaluation reserve is used to record increases in the fair value of land and buildings and decreases to the

axtent that such decrease relates to an increase on the same asset p

reviously recognised in equity.

18P,
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15. Proposed dividends

Final

Dividend

Dividend per share is calculated on dividends of KShs 29,659,000
issue at the respactive Statement of fi
of 5% for residents and 109

per ordinary share

for non-residents.

16. Deferred tax liability

2009
KShs 000

Movements in deferrad tax duwring the year were as follows:
Year end 31 Dacember 2009

Accelerated capital allowances

Unrealised exchange gain
Unrealised exchange loss
Revaluation reserve

Provision for staff leave

Year end 31 December 2

008

Accelerated capital allowances

Unrealised exchange gain
Unrealised exchange loss
Revaluation reserve
Provision for staff leave

17.

ank overdraft

The bank overdrait facility from Barcla
KShs. 525 million aver the assets of

and LR 209/4275 along Likoni road.

The weighted average intarest rate on the overdraft at year-

18. Loan

The loan facility from Barclays Bank Ken
supported by a supplementary charge o

Amounts falling dus within ona year

= ‘,__.k‘n_._m_..____wf__u;w._.km_k__;

Balance at
1 January
KShs'000

57,430
93
{4,027)
45,326

GROUP
2008
KShs'000

(2008: KShs 23,727,000)
nancial position dates. Payment of the dividends is sub,

Statement of
Comprehersive
income

KShs 000
2,778

3,069

52,960 4,461
3,346 (3,253)

- (4,627)
48,840 -
(2,477) (343)
102,678 {3.162)

2009
KShs 000

ya Limited is securad by debanture of KShs. 5
ver LR 200/5792 along Mogadishu road and LR

GROUP
2008
KShs'000

102,686

The weighted average interast rate on the loan at year-end was 7.35% (2008: 9.93%)

)

COMPANY
2009 2008
KShs 000 KShs'000
29,659 23,727
KShs KShs
1.25

and on the nu

Eauity
KShs 000

1.00

mber of shares in

ject to withholding tax at the rate

Balance at

31 December
KShs 000
57,430

2,871
(958)

41,682
(3,165)

- 57,43C
- 93
- {4,027)
{3,514) 45,326
- (2.820)
{(3.514) 96.002

end was 16.25% (2008 18.5%).

ys Bank Kenya Limited is to the extent of KShs. 100 million and is secured by debenture of
he group supported by a supplementary charge over LR 209/5792 along Mogadishu road

COMPANY

2008
KShs'000

42,585

2008
KShs'000

102,686

25 million over the assets of the group

209/4275 glong Likoni Road.
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19, Commercial paper

GRCUP COMPANY
2009 2008 2009 2008
KShs'000 KShs'000 KShs‘000 KShs'000
Amounts faliing due within one year 276,013 359,171 278,013 359,141
The interest rate on the commercial paper is at treasury bills interest rate plus 1.5%.
20. Trade and other payables
GROUP COMPANY
2009 2008 2009 2008
KShs'000 KShs‘000 KShs'000 KShs'000
Amounts falling due within one year
Trade payables 370,961 378,888 338,348 352,626
Other payables 10,126 1,968 5,750 923
Accruals 34,540 18,530 31,680 16,708
415,627 399,386 375,778 370,257
21. Sales
Decorative paints 2,231,346 2,125 545 2,160,361 2,072,721
industrial paints 123,684 35,154 123,684 35,154
V.R. range 180,444 187,928 180,444 187,928
Adhesives 7,876 - - -
Tins - 6,772 - -
Others 307 34,121 - -
2,543,657 2,389,520 2,464,489 2,295 803
22. Cost of sales
Raw materials 1,464,570 1,423,435 1,434,525 1,363,797
Salaries and wages 51,204 53,007 48,373 52,448
Depreciation on plant and machinery 50,027 43,634 44,483 39,820
Machinery repairs and maintenance 24,454 12,866 24.451 11,735
Fuel, water and electricity 25,876 23,032 25173 22,815
Others 3,672 2,864 3,207 2,489
1,619,803 1,558,838 1,580,212 1,493,104
23. Other income
Gain on disposal of plant and equipment 1,526 318 1,526 318
Interest income - - 725 11,013
Miscellaneous income 4,300 34,553 2,915 29,215
Foreign exchange gain 15,445 - 18,796 -
Operating lease incorme 12,552 4,740 10,032 4,740
Impairments recovered 19,875 6,837 19,875 6,837
53,698 54,869
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24. Dividend income

Dividend income from Twiga Limited arose on dissolution of the company during the year.

25. Administration and establishment expenses

GROUP COMPANY
2009 2008 2009 2008
KShs'000 KShs'000 KShs000 KShs'000
Staff costs 245,908 218,019 228,597 202,212
Depreciation 23,381 20,679 21,137 17,411
Auditors' remuneration 4,671 4,904 3,500 3,500
Directors’ emoluments:
As directors 7,110 6,138 7,110 6,138
As executives 28,887 18,426 28,887 18,426
Legal and professiona! fees 18,626 20,605 13,784 16,593
Amortisation of prepaid leases on land 265 265 265 265
Amortisation of intangible assets 10,304 7,226 10,274 7,226
Impairment of intangible assets 10,500 - 10,500 -
Insurance 15,864 10,276 14,805 18,597
Foreign exchange loss - 50,968 - 59,336
Office expenses 39,153 36,886 31,776 27,328
Consultancy fees 75,661 22,086 74,387 20,324
Computer costs 16,387 16,059 16,387 16,059
Trade licences 12,648 12,301 12,648 12,301
Maintenance, subscriptions and donations 8,158 13,561 7,008 6,600
Bank charges 8,633 8,313 7,881 7,844
Impairment of goodwill 13,497 - - -
Others 21,439 29,887 6,100 22,568
- ' ) 561,152 503599 495055 462,748
26. Selling and distribution
Transport 71,721 49,806 68,905 47,623
Advertising and promotion 100,713 124,810 88,011 112,350
Allowance for bad debts 62,393 29,268 45,714 29,268
Depot expenses 37,416 39,821 37,416 39,821
Others 7,369 7,978 615 7,978
- - 279612 251483 240661 237,040
27. Finance costs
Interest on loan and overdraft 11,955 14,191 11,955 14,191
Others 36,249 30,076 36,974 30,111
R ’ - 48204 44267 48929 44302
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28. Profit before taxation

GROUP COMPANY
2009 2008 2008 2008
KShs'000 KShs'000 KShs‘000 KShs*000
The profit before taxation is stated after charging: -
Depreciation 73,408 64,313 65,619 57,231
Amortisation of prepaid leases on land 265 265 265 265
Amortisation of intangible assets 10,304 7,226 10,274 7,226
Directors emoluments:
As directors 7,110 6,138 7,110 6,138
As executives 28,887 18,426 28,887 18,426
Auditors’ remuneration 4,671 4904 3,500 3,500
Interest payable 48,204 44,267 48,929 44,302
Foreign exchange losses - 50,968 - 59,336
Pension scheme contributions - 6,537 - 6,537
And after crediting: -
Interest income - - 725 11,296
Foreign exchange gain 15,445 - 19,796 -
Dividend income 51,234 - 51,234 -
Gain on disposal of property, plant and eguipment 1,526 318 1,526 318
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29. Discontinued operations

On 1 July 2008, the operations of Twiga Paints Limited, a wholly owned subsidiary, were transferred to Crown-Berger Kenya
Lirmited, the parent company. Consequeantly, the subsidiary became a dormant company. The company was manufacturing and
seling painis and ancillary products ‘or decorative, vehicle refinish and industrial market. The paints were manufactured under
license from Imperial Chemical Industries PLC, UK until 31 December 2005. In 2008, the company was dissolved,

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

2009 2008
KShs‘000 KShs'000
TURNOVER - -
COST OF SALES - -
Gross profit - -
OTHER INCOME - -
Total income - -
EXPENSES
Administrative and establishment - 2,474
Finance costs - 7
- 2,481
lLoss from discontinued operations before tax - (2,481)
Tax - -
Loss from discontinued operations after tax - (2,481}
b} The assets and liabilities of Twiga Paints Limited as at 31 December 2000 are as follows:
2009 2008
KShs000 KShs'000
ASSETS
CURRENT ASSETS
Receivables and prepayments -
Due from related company - 136,843
Cash and bank balances - 133
- 136,976
CURRENT LIABILITIES
Tax payable - (1,481)
Payables - (801)
- (2.282) ‘

Net assets directly associated with discontinued cperation - 134,684




Notes to the Financial Statements (Cont’d)
For the Year ended 31 December 2009

29. Discontinued operations {continued)
2009 2008
KShs'000  KShs‘000

¢) Net cash from Twiga Paints Uimited are as follows:
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax - (2,481)
Adjustments for: -
Gain on disposal of property, plant and equipment - -

Operating loss before working capital changes - (2,481)
Increase in amounts due from parent company - 476
Increase in frade and other receivables - 2,091

Increase in trade payables and accruals - 33
Cash flows generated from operaticns - 119

Income taxes paid - -

Net cash flows generated from operating activities - 119
Net increase in cash and cash equivalents - 119
Cash and cash equivalents at the beginning of the year - 14
Cash and cash equivalents at the end of the year - 133

d) Earnings per share
Basic and diluted, from discontinued operation - (1.80)
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30. Earnings per share

GROUP COMPANY
2009 2008 2009 2008
KShs'00Q KShs‘000 KShs'000 KShs'000
Net profit attributable to crdinary sharehclders 86,308 28,296 152,225 63,728
Weighted average number of ordinary shares in ‘000’ 23,727 23,727 23,727 23,727

a) Basic earnings per share is calculated on the profit after taxaticn and on the average number of ordinary shares in issue during
the year.

b) Diluted earnings per share is caiculated on the profit after taxation and on the average number of ordinary and bonus shares
in issue.

¢) The basic and diluted earnings per share are the same.

31. Cash and cash equivalents
Cash and cash equivalents included in the statement of cash flows comprise the following statement of financial position amounts:

GROUP COMPANY

2009 2008 2009 2008
KShs'000 KShs'000 KShs 000 KShs'000
Bank balances and cash 65,189 14,517 50,216 10,607
Bank overdraft (25,221) {115,920) (25,221 (115,920)
39,968 (101,403) 33,995 (105,313)

32. Other facilities granted by the bankers
Letters of credit 104,000 47,447 104,000 47,447
Guarantees given by bankers 20,000 1,170 20,000 1,170

124,000 48,617 124,000 48,617
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33. Operating lease commitments

AS LESSEE:
The total future minimum lease payments due to third parties under non-cancellatie operating leases are as follows:
GROUP COMPANY
2009 2008 2009 2008
KShs‘000 KShs000 KShs'000 KShs'000
Within 1 year 124 124 124 124
Within 5 years 620 620 620 620
More than 5 years 3,968 4,092 3,968 4,092
4,712 4,836 4712 4,836

Lease commitments relate to lease rentals for L.R No. 209/5792 and L.R No. 209/4275.

AS LESSOR:
The total future minimum rental receivables from third parties under non-cancellable operating leases are as follows:
GROUP COMPANY

2009 2008 2009 2008

KShs'000 KShs'000 KShs*000 KShs'000

Within 1 year 10,139 9,188 7,390 6,344

Within & years 35,652 39,891 29,239 32,387

45,791 49,079 36,629 38,731

34. Financial risk management objectives and policies

The Group's principal financial ilabilities comprise bank loans and overdrafts, commercial papers and trade payables.
The main purpose of these financial fiabilities is to raise finance for the Group’s operations. The Group has various
financial assets such as trade receivables and cash and short-term deposits, which arise directly from its operations,
The main risks arising from the Group’s financial instruments are cash flow interest rate risk, liquidity risk, foreign
currency risk and credit risk. The Board of Directors reviews and agress policies for managing each of these risks
which are summarised below.

interest rate risk

The Group'’s exposure to the risk of changes in market interest rates relates primarily to the Group's loan, bank
overdraft and commercial paper. The Group manages its interest rate risk by having a balanced partfolio of fixed and
variable rate loans and borrowings.

The Group's exposure to the risks associated with changes in interest rates is minimal as its borrowings are pegged
to interest rates that were agreed in advance and do not change regularly.

Foreign currency risk

The Group's main operations are concentrated in Kenya and its assets and liabilities are reported in the local currency.
It has transactions in foreign currency which are mainly denominated in US Dollars.
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34. Financial risk management objectives and policies (continued)

Foreign currency risk (continued)
The balances in foreign currencies were as follows:

GROUP COMPANY

2009 2008 2009 2008
KShs'000 KShs'000 KShs000 KShs'000

Assets in foreign currencies
Trade and other receivables - - - -
Amounts due from related companies - - - -
Foreign currency assets - - - -
Liabiiities in foreign currencies payables 182,859 (237,246) 182859  (237,246)
Net foreign currency liability position - 182,859 (237,246 182,859 (237,246)

The Group makes sales in other countries in the respective foreign currency. It is thus exposed to movemsnts in foreign currency
exchange rates.

The following table demonstrates the sensitivity 1o & reasonably possible changs in USD, with all other variables held constant, of the
group’s and the company‘s profit before tax {due to changes in the fair value of monetary assets and liabilities).

GROUP COMPANY
2009 2008 2009 2008
KShs'000 KShs'000 KShs 000 KShs 000
Increase in US$ by 8% (2008-79%) {7,314 {18,980) (7,314) {18,980}
Decrease in US$ by 8% (2008-7%) 7,314 18,980 7,314 18,980

Credit risk

The Group trades only with recognised, creditworthy third parties. It is the Group’s policy that all customers who wish to trade on
credit terms are subject to credit verification procadures. The credit controller assesses the credit quality of each custormer taking into
account its financial position, past experience and other factors. Individual risk limits are set based on internal ratings in accordance
with limits set by management. Utilisation of credit imits is regularly monitored. Refer to note 10 for the maximum exposure 10 the
Group and company.

Liquidity risk

Liquidity risk is the risk that cash may not be available to pay obligations when due at a reasonable cost. Prudant liquidtity risk
management includes maintaining sufficient cash. Management monitors roling forecasts of the Group’s liquidity reserve on the
basis of expected cash flow.
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34. Financial risk management objectives and policies (continued)
Foreign currency risk (continued)
The balances in foreign currencies were as follows:
Year ended 31 December 2009 Less than 3to12
On demand 3 months menths Total
KShs‘000 KShs'Q00 KShs'Q00 KShs'000

Bank overdraft - 25,221 - 25,221
interest bearing loan 21,743 20,842 - 42 585
Commercial paper 108,228 162,925 4,860 276,013
Trade and other payables 144,280 110,084 161,263 415,627
Amounts due to related party - 54,288 109,915 164,203
- - 074251 373360 276,038 923,649
Year ended 31 December 2008 Less than 3to12
On demand 3 months months Total
KShs'Q00 KShs'000 KShs'000 KShs'000
Bank overdraft - 7,332 108,588 115,920
Interest bearing loan - 86,832 15,854 102,686
Commercial paper - 239,171 120,000 359,171
Trade and other payabies 95,221 125,454 178,711 399,386
Amounts due 1o related party - 430 52,734 53,164
e T Ugsopi 4sg21e 475887 1.080,327

35. Capital risk management
Capital includes equity attributable to the eqg uity holders of the parent.

The primary objective of the Group's capital management is to ensure that it maintains a strong credit rating, healthy capital
ratios, safeguard its ability to continue as a gaing concern in order to provide returns for shareholders and to maintain an
optimai capital structure to reduce the cost of capital in order to support its business and maximise shareholder value.
The Group's capital requirements are currently met through internally generated funds from operations. To maintain capital
structure, the Group may adjust dividend payment to shareholders.

The Group monitors capital using a gearing ratio, which is net debt divided by totai capital plus net debt. The Group's
policy is to keep the gearing ratio between 20% and 35%.
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St LiDe sl e o nabion

The primary segment reporting format is determined to be operating segments as the Group's risks and rates of returns are
affected predominantly by differences in the products produced. The operating businesses are organised 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, decorating sundries, PYA emulsion and alkyd resins producer,

The adhesives segment manufactures and sells adhesives,

The discontinued operaticn, Twiga Paints Limited, prior to its discontinuance, manufactured and sold paints and ancillary products
for decorative, vehicle refinish and industrial market.

Transfer prices between the operating segments are set on commercial terms in a manner similar to transactions with third parties.
Segment revenue, segment expenses and segment resuits include transfers between business segments, Those transfers are
eliminated on consolidation.

a) Operating Segments
The Group is currently organised in two divisions, pairt and adhesives. These divisions are the basis on which the Group
reports its primary segment information.

Segment information is as presented below.

Assets and Liabilities

Segment assets 2,003,334 59,1486 204,028) 1,858,452
Investment 12,000 - {12,000) -
Totalassets 2015334 59146  (216,028) 1,658,452
Segmentliabiities 1,004,075 I31274  (13840) 1,021,500

Other segment information

_Capital expenditure - tangible property and equipment 59,020 1,201 B - 60,221

Cepreciation and amortisation of leasehold land 69,267 4,408 - 73,873
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36. Operating segment information (continued)

Continuing  operations Total
31 December 2009 Paints Adhesives  Elimination  operations

KShs 000  KShs'000 KShs 000  KShs '000
Revenue
Sales to external customers 2,535,781 7,876 - 2,543,657
Inter segment sales 79,472 29,151 (108,623} -
Other income 51,040 2.658 - 53,698
Inter segment other income 725 - (725) -
Results
Operating results 149,930 (10,112) - 139,818
Profit /(loss) before tax 149,930 (10,112) - 139,818
Income tax expense (53,510) - - (53,510)
Profit / (loss) after tax 96,420 (10,112} - 86,308

37. Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in presentation in the current year.
Where changes are made and affect the statement of financial position, a third statement of financial position as at the -

beginning of the earliest period presented is presented together with the corresponding notes. =: > 'ﬁ'

38. Incorporation
The company is incorporated in Kenya under the Kenyan Companies Act.
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To:
The Registrar
Custody & Registrar Services Limited
P.O.Box 8484
00100 - NAIROBI
CROWN-BERGER KENYA LIMITED

Proxy Form

being a member/members of Grown-Berger Kenya Limited hereby appoint

of

or failing him the Ghairman of the meeting as my/our proxy to vote for me/us on my/our behaif at the Fifty Third Annual
General Meeting of the Company to be held on 7 June 2010 and at any adiournment thereof.

Signed/Sealed this day of 2010

Notes:
1 in the case of a corporation the proxy must be under the Common Seal or the hand of an officer or attorney
duly authorised in that behalf.

2 To be valid, the proxy form should be completed and deposited with the Registrars not less than 48 hours
before the time for holding the meeting or adjourned meeting.
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