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UCHUMI SUPERMARKETS LTD
CONSOLIDATED BALANCE SHEET AS AT:

ASSETS
NON-CURRENT ASSETS

Property, Plant and Equipment
Investment Properties

Intangible Assets

Prepaid Operating Lease Rentals
Deferred Tax Asset

CURRENT ASSETS
Inventorias

Trade and other receivables
Tax recoverable

Short-term deposits

Cash and bank balances

TOTAL ASSETS

SHAREHOLDERS' EQUITY AND LIABILITIES
CAPITAL AND RESERVES

Share Capital
Reserves

NON CURRENT LIABILITIES
Term Loans

CURRENT LIABILITIES

Trade and other payables
Deferred Revenue

Amounts due to related parties
Tax Payable

Term loans

Bank overdraft

TOTAL SHAREHOLDERS' FUNDS AND LIABILITIES

UNAUDITED | UNAUDITED
st 31st
December December AUDITED
2010 2011 30th June 2011
680,443 | 1474857 | 1,438,734
580,000 750,000 750,000
22 643 10,520 17,193
20,146 19,878 20,013
548 566 381,130 381,130
1,951,798 | 2,636,385 2,607,070
930,972 895.052 838,804
350,368 307.305 | 329,095
4101 2.356 2356
62,834 63.463 73.033
309,745 413501 | 154,275
1,658,020 | 1,681,677 | 1,397,650
3,609,818 | 4,318,062 4,004,720
1,320,700 | 1,327,133 1,327.133
371482 | 1,156,285 052,032
1,701,182 | 2,483,418 2,279,165
284672 158,168 183,368
1470918 | 1250462 | 1,110,984
47,780 47,688 47 688
23,666 18,402 10,785
- 2963
81,600 91,600 137,200
268,324 233267
1,623,964 1,676,476 1,542,487
3600,818 | 4,318,062 4,004,720




UCHUMI SUPERMARKETS LTD

CONSOLIDATED INCOME STATEMENT
SIX MONTHS ENDED 31ST DECEMBER

Net Salas
Cost of Sales
Gross Profit

Other Income

Operating Expenses

Profit from Operating Activities

Finance Costs

Profit Before Taxation

Profit Per Share

Basic and Diluted

Number of outstanding ordinary shares

HALF-YEAR 2010/11 HALF-YEAR 2011/12
MONTH YTD MONTH YTD
31st 31st Mst | 31st
December December | December December
2010 | 2010 2011 J 2011
Kshs'000 , Kshs'000 | Kshs'000 | Kshs'0oo
| J E e
} l
1,232,004 I 5813,146 | 1,545,793 ’f 7,503,674
{1,013,962) , (4,763,907) | (1,264,018) | (6,122,560)
{ ) |
218,132 " 1,049,239 281,774 ;' 1,381,114
10,299 | 49,417 714 | 148,991
i
228,432 | 1,098,656 314,488 | 1,528,106
(176,833) (892,595) | (235,203} ’(1,310,099)
51,599 206,061 78,285 f 218,066
(6,708} (43.813) (5,477} | (13,753)
f
|
|
}
44,851 162,248 73,837 | 204,253
il
0.169 0.610 0.278 | 0.788
266 million 266 million 266 million 266 million
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UCHUN SUPERMARKETS LTD
CONSOLIDATED CASH FLOW STATEMENT

FOR PERIOD ENDED

NET CASH FLOWS FROM OPERATING ACTIVITIES
Income Tax paid

Net cash used in operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment
Purchase of intangible assets

Net Cash generated from investing activities

FINANCING ACTIVITIES
Repayments on long-term Loans

Net Cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINING OF PERIOD

Effect of exchange rate movements

CASH AND CASH EQUIVALENTS AT END OF PERIOD

31st Dec
2010
Kshs'000

272,266

272,266

(28,616)
(6,333)

{34,949)

(79,190)

(79,190)

158,127

215,567

(1,115)

372,579

31st Dec
2011
Kshs'000

382,008
(2,263)

379,745

{94,481)

(94,481)

(70,800)

(70,800}

214,464

(5,959)

135

208,640
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ACCOUNTING POLICIES

b)

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.

Basis of preparation

The Nnancial statements are prepared in compliance with International Financial Reporting
Standards ([FRSs). The measurement basis applied is the historical cost basis, except where
otherwise stated in the accounting policies below. The financial statement are presented in Kenya
Shillings (KShs) and ali values are rounded fo the nearest theusands (K.Shs ‘000°) except when
otherwise stated.

The preparation ol financial statemenis in conformity with IFRS requires the use of estimates and
assumptions. it also requires the Specialist Receiver Manager to exercise judgment in the process of
applying the company™s accounting policies. Although these estimates are based an the Specialist
Receiver Manager's best knowledge of current events and actions, actual results may differ from
those estimates. Acceunting policies 2(b) and 2(c) below on “eritical accounting estimates and
asswmptions” and “critical accounting judgements’ highlight the areas that involve a higher level of
judgements, or where the estimates or assumptions used are significant to the financial statements.

Critical accounting estimates and assumptions

[n the process of applying the company’s accounting pelicies, the Specialist Receiver Manager
make cerlain estimates and assumptions about furure events. In practice, the estimated and assumed
results would differ trom the actual results, Such estimates and assumptions, that have a significant
risk of causing a material adjustment 1 the carrving amounts of assets and Habilities within the next
financiai vear. are described below:

Property, plunt aind equipnient

The Specialist Receiver Manager makes esumales in determining the depreciation rates for property
and equipment. The rates used are set oul in the accounting policy for property. plant and
equipment,

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

Impairment of non-financial assers

The company assesses whether there are any indicators of impairment for all non-financial assets at
zach reporting date, Non-financial assets are tested for impairment when there are indicators that the
carrying amoeunts may not be recoverable.

Deferred iax assets

[eferred tax assets are recognized for all unused ax losses to the extent that it is probable thal
taxable profit will be available against whiclh the losses can be wtilised. Significant management
judgment is required 10 determine the amount of deferred tax assets that can be recognised, based
upon the lkelv tming and the level of future taxable profits together with future tax planning

strategies.
Critical accounting judgements

in the process of applying the company’s accounting policies. the Specialist Receiver Manager
make certain judgements. that are continuously assessed based on prior experience and other
determinants. including expectativns ol futere events that, under the circumstances are deemed to be

reasunable as described below,

Alfonvances for ehsoleie fmeniories
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dy

The Specialist Receiver Manager review the inventories on an annual basis (o assess the likelihood
ol absolescence.  In derermining whether an invensory item is obsolete. the Specialist Receiver
Manager make judgement as to whether the inventory item can be used as an input in production or
is in sateable condition.

Allenvances for donbiful debis
The company reviews its receivables’ portfolio regularly to assess the likelihoed of impairment.
This requires an estimation of the amounis that are irrecoverable.

New accounting standards, amendments and interpretations

The group has adopted IFRIC 13. Customer Loyalty Programmes which was issue in June 2007 and
effective for accounting periods beginning 1 July 2008, This interpretazion requires cusiomer loyally
credits to be accounted for as a separate component of the sales wansaction in which they are granted.
A portion of the fair value of the consideration received is allocated to award credits and deferred. This
is then recognized as revenue over the period that the award credits are redeemed. The group maintains
a loyaity points programme. and records a liability at the time of sale based on the costs expected to be
incurred to supply producs in the future.

The following standards, amendments and interpretations are mandatory for accounting periods
beginning on or | July 2008 but are not relevant to the group’s operations:

o Amendments to [AS 39 Financial Instruments: Recognition and Measurement and [FRS 7 Financial
Insiruments:; Disclosures ~ Reclassification of Financial Assets. The amendments allow entities to
reclassify certain financial assets out of held-for-trading if they are no longer held for the purpose of
being sold or repurchased in the near term. Financial assets that would be eligible for classification
as loans and receivables (those assets which, apart from not being keld with the intent of sale in the
near term. have fixed or determinable payments, are not quoted in an active market and contam no
features which could cause the holder not to recover substantially all of its initial investment except
through credit deterioration) may be transferred from Held-for-trading” to “Loans and receivables’.
if the entity has the intention and the ability to hold them for the foreseeable future. Financial assets
that are not eligible for classification as loans and receivables, may be transferred from ‘Held-for-
trading” to “Available-for-sale” or to *Held-to-maturity”, only in rare circumstances. The amendment
requires detailed disciosures relating 1o such reclassitications. The effective date of the amendment
is 1 July 2008 und reclassifications before that date are not permitted.

e IFRIC 11 IFRS 2 — Group and Treasury Share Transactions - This interpretation requires
arrangements whereby an employee is granted rights to an entity’s equity instruments 1o be
accounted for as an equity-settled scheme, even if the entity buys the instruments from another party.
or the shareholders provide the equity instruments needed.

o iFRJIC 12, Service Concession Aurcements. This interpretation applies to service concession
operators and explains how to account for the obligations undertaken and rights received in service
COI’]C(’.‘SSiOﬂ E‘l]'l‘i‘ll]g{_‘lﬂt‘l"}ls.

e [FRIC 14, [AS 19 - The limit on a defined benetit asset, minimum funding requirements and their
interaction. IFRIC 14 provides cuidance on how to assess the limit o the amount of surplus in a
defined benefit scheme that can be recognised as an asset under JAS 1 Employee Benefus.

New accounting standards. amendments and interpretations (Continued)
Standards, Amendments and Interpretations that have been issued and are not yet eftective.

Al the date of authorisation of these financiaf statements. the fotlowing Standards and Interpretations
were in issue but not yet effective and which the group has not early adopied:

s 1FRS 2 amendments - Share based payment - vesting conditions and cancellations (effective from |
January 2009); the TASB issued an amendment to [FRS 2 in January 2008 that clarifies the definition
of a vesting condition and prescribes the treatment [or an award that is elfectively cancelled.
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e IFRS 3 revised -Business combinations and 1AS 27 revised -Censolidated and Separate Financial
Statements. The revised standards were issued in January 2008 and become effective for financial
vears beuinning on or afier | July 2009. IFRS 3R inrroduces a number of changes in the accouniing
for business combinations oceurring afier this date that will impact the amount of goodwill
recognised, the reported results in the period that an acquisition occwrs, and future reported results.
JAS 27R requires that a change in the ownership interest of a subsidiary {without ioss of conmol) is
accounted for as an equity transaction. Therefore. such transactions will no longer give rise 10
soodwill, 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 [AS 7 Statement of Cash Flows, IAS 12 Income Taxss.
IAS 21 The Effects of Changes in Foreign Exchange Rates, [AS 28 Investment in Associates and
IAS 31 Interests in Joint Ventures. The changes by IFRS 3R and IAS Z7R will affect future
acquisitions or loss of control and transactions with minority interests. The standards may be early
adopted. However, the company does not intend to take such possibility.

« IFRS 8 - Operating segments {effective from | January 2009): the 1ASB issued [FRS 8 in November
2006. IFRS § replaces 1AS 14 Sezment Reporting (1AS 14) upon its effective date.

o [AS | revised - Presentation of financial statements; the revised Standard was issued in September
2007 and becomes effeetive for financial vears beginning on or afier 1 January 2009. The Standard
separates owner and non-owner changes in equity. The statement of changes in equity will include
only detaiis of transactions with owners. with non-owner changes in equity presented as a single
line. In addition. the Standard introduces the statement of comprehensive income: it presents all
items of recognised income and expense, either in one single statement, or in two linked statements.

o 1AS 23 revised - Borrowing costs (elfective from | January 2009); the IASB issued an amendment
fe TAS 23 in April 2007, The revised 1AS 23 requires capitalisation of berrowing costs that are
directly attributable to the acquisition, construction or production of a qualifying assel.

e [AS 37 amendments - Presentation and 1AS 1 presantation of financial statements: puttable Financial
instruments and Obligations Arising on Liquidation -These amendments 0 [AS 32 and [AS | were
issued in February 2008 and become etfective Tor financial years beginning on or afier 1 fanuary
2009. The revisions provide a limited scope exception for puttable instruments 10 be classihed as
equity if they fulfil a number of specified features.

e IAS 39 amendment — Financial instruments: Recounition and measurement — eligible hedged items:
These amendments 1o 1AS 39 were issued in August 2008 and become effective for financial years
beginning on or after | July 2009. The amendment addresses the designation of a one-sided risk ina
hedged item. and the designation of inflation as a hedged risk or portion in particular situations. 1t
clarifies that an entity is permitied to designate a portion of the fair vaiue changes or cash Now
varinbility ol a financial instrument as hedged iem.

New accounting standards, amendments and interpretations (Continued)

Srandards. Amendments and [nterpretations that have been issued and are not yet effective

(Continted)

o [FRIC 13 - Agreements for the construction of real estate IFRIC 15 was issued in July 2008 and
becomes effective for financial years beginning on or after | January 2009, The interpretaiion is to
be applied retrospectively. 1t ciarifies when and how revenue and related expenses from the sale of a
real estate unit should be recognised if an agreement between a developer and a buyer is reached
before the construction of the real estate is completed. Furthermore, the interpretation provides
suidance on how to determine whether an agreement is within the scope of IAS 11 or IAS 13: and

IFRIC 16 — Hedges of a net investment in a foreign operation (IFRIC. 16 was issued in July 2008 and
becomes effective for financial vears beginning on or afer 1 Octaber 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 identifving the foreign currency risks that quahfy for

hedge accounting in the hedge of a net investment, where within the group the hedging instruments

can be held in the hedge of a net investment and how an entity should determine the amount of
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foreign currency gain or luss. relating 1o both the net investment and the hedging insirzment, Lo be
recyeled on disposal of the net investment.

The Specialist Receiver Manager anticipate that the adoption of these standards will have no
material effect on the financial statements of the group in the period of initial application, but
additiona] disclosures will be required.

Iprovements fo RS

In May 2008, the Board issued its first omnibus of amendments 1o its standards. primarily with a
view lo removing inconsistencies and clarifying wording. There are separate ransitional provisions
for each standard. The group has not yvet adopted the following amendments which are eftecuive
mostly for the financini year beginning on or after 1 January 2009 with some exception and
anticipates that these changes will have no material effect on the financial statements in the period of
initial application.

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

+ 1AS 8 Accounting Policies. Change in Accounting Estimates and Errors: Clarification that only
implementation guidance that is an integral part of an IFRS is mandatory when selecting accounting
policies.

« 1AS 10 Events afier the Reporting Period: Clarification that dividends declared after the end of the
reporting pericd are net ebiigations.

e [AS 16 Property. Plant and Equipment: ltems of property, plant and equipment held for rental that
are routinely sold in the ordinary course of business afier rental, are iransferred to invemory when
rental ceases and they are held for sale.

e IAS 1§ Revenue: Replacement of the term “direct costs” with “transaction costs® as defined in 1AS
39,

s [AS 19 Emplovee Bencfits: Revised the definition of "past service costs’. ‘return on plan assets” and
“short term” and “other long-term’ emplovee benefits. Amendments to plans that result in a reduction
in benetits related to future services are accounted for as curtailment. Deleted the reference to the
recognition of contingent liabilities 1o ensure consislency with [AS 37,

New accounting standards, amendiments and interpretations (Continued)

Improvements jo IFRSs (Contined)

[AS 20 Accounting for Government Grants and Disclosures of Government Assistance: Loans

granted in the future with no or low interest rates will not be exempt [rom the requirement 1o impute

interest. The difference between the amount received and the discounted amount is accounted for as
sovernment grant. Alse, revised various terms used 1o be consistent with other IFRS.

e IAS 27 Consolidated and Separate Financial Statements: When a parent entiry accounts for a
subsidiary at fair value in accordance with [AS 3% in ils separate financial statements. this reatment
continues when the subsidiary is subsequently classitied as beld for sale.

» 1AS 20 Financial Reporting in Hyperinflationary Economies: Revised the reference to the exception

to measire assets and liabilities at historical cost. such that it notes property, plan and equipment as

being an example, rather than implying that itis a definitive list. Also. revised varicus terms used (o

L

be consistent with other I[FRS.

o IAS 34 Interim Financial Reporting: Farnings per shage is disclosed in interim financial reports if an
entily is within the scope of [AS 33,

e 1AS 39 Financial Instruments: Recognition and Measurement: Changes in circumstances relating to
derivatives are not reciassifications and therefore may be either removed frem, or included in. the
“fair value through profit or loss’ classification after initial recoanition. Removed the reference in
[AS 39 10 a “seement” when determining whether an instrument gualifies as a hedge. Require the use

T S
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of the revised effective interest rate when remeasuring a debt instrument on the cessation of fair

value hedye accounting.
Revente recognition

Sales of zoods are recognised in the period in which the group delivers the product to the customer.
the customer has accepted the products and the collectability of the related receivable is reasonably
assured.

Sales of services are recognised in the period in which the services are rendered. by reference to the
completion of the specific transaction assessed on the basis of the actual service provided as a
proportion of the total services to be provided.

Revenue represenis the fair value of the consideration receivable for sales of goods and services and
is stated net of Value-Added Tax (VATY. rebates and discounts.

fnterest income is recognised on a time proportion basis using the effective interest method.
Customer loyalty program

The group estimates the fair value of poinss carned under the loyalty points programme by applying
statistical techniques, Inputs  the models include making assumptions about expected redemplion
rates. As poinis issued under the programme do not expire, such estimates are subject to signilicant

uncertaimnty.

Award credits ave accounted for as o separate identifiable component of sales, The fair value of ithe
consideration received in respect of the initiat sale is altocated between the award credits and other
components of the sate.

wventories

Inventorics are staied at the lower of cost and net realisable value. Cost is determined by the weighted
average cost method, Net realisable value is the estimate of the seliing price in the ordinary course of

business. less selling expenses.
Property, plant and equipment

All categories of property. plant and equipment are initially recorded at cost. Buildings and freehald
fand are subsequently shown ai markel value. based on regular valuations by external independent
valuers, less subsequent depreciation for buildings. All other property, plant and equipment are stated
at historical cost less depreciation.

Inereases in the carrying amouni arising on revaluation are credited to a revaluation surplus reserve in
equity. Decreases that offser previous increases of the same asset are charged against the revaluation
surplus. All other decreases are charged to the income statement. Each year, the difference between
depreciation based on the revalued carrying amount of the asset (the depreciation charged to the
income statemenl) and depreciation based on the asset’s original cost is translerred from the

revaluation surplus o retained varnings.

Depreciation is caleulated on the straight tine basis to write down the cost of each asset. or the
revalued amount. to its residual value over its estimated useful life as foltows:

Buildings on freehold land Over a perivd of 43 years
Buildings on leasehold land Shotter of estimated useful tife or the lease term

Improvements 1o premises 1%
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Piant and machinery 20

Eauipment and motor vehicles [ 3%, 20% and 253% (as applicable)
Erechold land is not depreciated as it is deemed 1o have an indefinite life.

The carrving values of the above mentioned tangible assets are reviewed for fmpairment either
annuatly, or when events or changes in circumstances indicate the carrying value may not be

recaverable.

[l any such indication exisis and where the carrying values exceed the estimated recoverabie amount.
the assets or cash-generating units are written down to their recoverable amount. The recoverable
amount of equipment and motor vehicles is the greater of net selling price and value in use. In
assessing vaiue in use. the estimated [uture cash flows are discounted to their present value using a
pre-tax discount rate that reflecis cusrent markel assessments of the time value of money and the risks
specilic 1o the asset. Impairment losses are recognised in the income statement.

ltlems of tangible asseis are derecognised upon disposal or when no future economic benefiis are
expected to arise from the continued use of the asset.

Any gain or loss arising on de-recognition of the asset {catculated as the difference between the net
disposal proceeds and the carrving amount of the item) is included in the income statement in the

vear the fiem 18 derecognised.

Foreign currencies

The consolidated linancial statemems are presented in Kenya Shillings. which is the company’s
functional and presentation currency. Each entity in the group determines its own functional currency
and items included in the lnancial statements of each entity are measured using that functional

cusrency.
Foreign currencics

Assets and linbilitics in foreign currencies have been translated at rates approximating the mean rates
of exchange ruling at the balance sheet date. Transactions during the period are converied at the rates
ruting at the dates of the transactions.  Gains and losses on conversion and ranslation are either
included in the income statement or. where appropriate. recharged to the relevant third party.

As al the reporting date. the assets and labilities off Uchumi Supermarkets Uganda Limited are
translated into Kenva Shillings al the rate of exchange ruling at the balance sheet date, and the
income statement is translated at the weighted average exchange rales for the period. Exchange
differences arising on translation are taken divectly to a separate component of equity.

Cash and cash equivalents

Cash and cash equivalents in the balunce sheet comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less.

Cash and cash equivalents that have a fixed maturity date (less than 3 months) are subsequently
measured at cost, as these are highly liquid and readily convertibie.

Cash and cash equivalents that do not have fixed maturity dates are subsequently measured at

amortised cost using the effective interest rate method.
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Far the purposes of the cash flow statemenl. cash and cash equivalents consist of cash and cash
equivalents as defined above. net of outstanding bank overdraf.
Bank overdrafts are disclosed separately under current liabilities.

Trade and other pavables

Trade and other payables are carried at amortised cost using the effective interest rate method. Trade
pavables being short term in nature are carried at cost as the effect of imputing interest is considered

o be insignificant.
Trade and other receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an aclive market, After initial measurement, receivables are carried at amaortised cost using
the effective interest method less any allowance for impairment. Short-term receivables with no
stated interest rate are measured at the original invoice amount if the effect of discounting is
immaterial.

[n relation to trade receivables, a provision for impairment is made when there is objective evidence
(such as the prohability of insolvency or significant financial difficulties of the debtor) that the
company will not be able to colleet all of the amounts due under the original terms of the invoice.
The carrving amount of the receivable is reduced through use of an allowance account. Impaired
debts are derecognised when they are assessed as uncollectible.

Interest-bearing loans and betrowings

All foans and borrowings are inftially recognised at cost. being the fair value of the considerasion
receivad net ofissue costs associated with the borrowing.

After initial recognition, inlerest-bearing loans and borrowings are subsequently measured w
amortised cost using the effective interest method.  Amortised cost is calculated by taking into
account any issue costs and any discount or premium on settlement,

Consolidation of financial statements

Subsidiaries are all enities over which the company has the power lo govern the financial and
operating policies generally accompanying a shareholding of more than one half of the voting rights.
Subsidiarics are fully consolidated from ihe date on which control is transferred to the group. They
are de-consolidated from the date conirod ceases.

The consolidated Tinancial statements of the group comprise the financial statements of the company
and its subsidiaries at the end ol'the reporting period.

Inter-company transactions. balances and unrealised 2ains on transactions between group companies
are eliminated. Unrealised losses are also eliminated unless the tansaction provides evidence of an

impairment ol the asset transferred.

The accounting pelicies lor the subsidiaries are consistent with the policies adopted by the company.
Tax

Current corporate {ax

Current corporate tax is provided on the basis of the results for the year as shown in the financial
income statement. adjusted in accordance with the tax lewislations and at the 1ax rate. enacted or
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Dividends on ordinary shares

Dividends on ordinary shares are recognised as a liability and deducted from equity when they are
approved by the shareholders. (nterim dividends are deducted from equity when they are declared and
no longer at the discretion of the company.

Dividends for the vear that are approved afier the balance sheet date are disclosed as an event after
the balance sheet date.

Borrowing costs

Borrowing cosis are recognised as an cxpense when incurred and measured using the effective
inierest rate method.

Provisions

Pravisions are recognised when the group has a present legal or constructive obligation as & result of
pasl evenis and it is probable that an out fow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate of the amount of the obligation can e made.

Leases

Finance leases, which wansler to the group substantially all the risks and benefits incidental 1o
ownership of the feased item. are capitatised at the inception of the lease at the fair value of the leased
property or, if fower. at the present value of the minimum lease payments. Lease paymelis are
appurtiened between the finance charges and reduction of the lease liability so as to achieve a
comstant rate of interest on the remaining balance of the liability. Finance charges are charged
directly agninst income.

Capitalised leased assets are deprecialed over the shorer of the estimated vseful fife of the asset or
ihe lease term.

L eases where the lessor relains substantially all the risks and benefits of ownership ol the asset are
classified as operating leases. [nitial direct costs incurred in negotiating an operating lease are added
(0 the carrying amount of the leased assel and recogitised over the lease term on the same bases as the

lease income.

Operating lease payments are recognised as an expense in the income statement on a siraight-line

basis over the lease tern.
Intangibie assets and amortization

Acquired computer sofiware licenses arc capitalised on the basis of the costs incurred to acguire and
Fhese cosls are amortized using the straight-line method over a

bring to use the specific seftware.
pertod of four years,

Costs associaied with developing or maintaining computer software programmes are recognised as an
expense as incurred. Casts that are directly associated with the production of identiftable and unique
software products controlled by the group and that will prabably generate economic benefits
exceeding costs bevend one year. are recognised as intangible assets. Direct costs include the
software development employee costs and an appropriate portion of relevant overheads.

Computer seftware development costs recognised as assets are amortised over a period of [our years.

Cost of sales
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Cost of sales includes the historiczl costs of inventory expensed during the year including mventory

losses.
[nvestments in subsidiaries

Investments in subsidiaries are carried in the company’s balance sheet at cost less provisions for
impairment losses. Where, in the opinion ol the management, there has been impairment in the value
of an investment. the less is recognized as an expense in the period in which the impairment is
identified.

Oftsetting

Financial assets and liabilities are offset and the net amoeunt reported in the balance sheet when there
is a fegally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis. or realise the asser and seitle the liahitity simultaneously.

Segmental reporting

The sroup presents segmenial informatian using geographical segments format. This is based on the
internal financial reporting systems and reflects the risks and earnings structure of the group.

The group operations are carried out in Kenya and Uganda,

nvestment propertics

Investment properties are measured inilially at cost. including transaction costs. and excluding the
costs of dav to day servicing of an investment property. Subsequent to initial recognition. investmens
properties are stated at fair value. which reflects market conditions at the balance sheet date, Gains
or fosses arising from changes in the fair vaiues of investment propesties are included in the income
statement in the vear in which they arise.

Investment properties are derecognised when either they have been disposed of or when the
invesiment property is permanently withdrawn [rom use and no future economic benelit is expected
from its disposal. Any gains or losses on the retirement or disposal ol an investment property are

recognised in the income statement in the vear of retirement or disposal.

Transfers are made 1o or from investment properly only when there is a change in use.




