





Directors’ Report
for the year ended 3| December 2007

The directors submit their report together with the audited financial statements for the year ended 3| December 2007, which disclose
the state of affairs of the group and of the company.

PRINCIPAL ACTIVITIES
The principal activities of the group are to own and operate hotel and lodge facilities in Kenya, Tanzania and Zanzibar serving the
business and tourist markets.

RESULTS AND DIVIDEND
The net profit for the year of Shs 416,475,000 has been added to retained earnings. The directors recommend the approval of a final
dividend of Shs 132,330,928 (2006: Shs | 10,275,773).

DIRECTORS
The directors who held office during the year and to the date of this report were:

F O Okello (Chairman)

M Jan Mohamed (Managing Director)
A JVirani (Finance Director)
A Mufuruki

A Kassim-Lakha

Dr.R K Dau

] | Kisa

J P Prosper

J LVinciguerra

K Bandawe (Alternate to Dr. R K Dau)
K Hyderally

K Gatabaki

™M P Maniji

AUDITOR
The Company’s auditor; PricewaterhouseCoopers, continues in office in accordance with Section 159(2) of the Kenyan Companies

Act (CAP 486).

By order of the Board

SECRETARY
3 April, 2008
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Statement of Directors’ Responsibility
for the year ended 3| December 2007

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year that give a true and fair view of
the state of affairs of the group and of the company as at the end of the financial year and of the group’s profit or loss. It also requires
the directors to ensure that the company keeps proper accounting records that disclose, with reasonable accuracy, the financial position

of the company. They are also responsible for safeguarding the assets of the company.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting policies
supported by reasonable estimates, in conformity with International Financial Reporting Standards and the requirements of the Kenyan
Companies Act. The directors are of the opinion that the financial statements give a true and fair view of the state of the financial
affairs of the group and of the company and of the group’s profit or loss in accordance with International Financial Reporting Standards.
The directors further accept responsibility for the maintenance of accounting records that may be relied upon in the preparation of
financial statements, as well as designing, implementing and maintaining internal control relevant to the preparation and fair presentation

of financial statements that are free from material misstatement.

Nothing has come to the attention of the directors to indicate that the Company and its subsidiaries will not remain a going concern

for at least twelve months from the date of this statement.

Francis Okomo - Okello Mahmud Jan Mohamed
Chairman Managing Director
3 April, 2008 3 April, 2008
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Report of the Independent Auditor to the members
of TPS Eastern Africa Limited

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of TPS Eastern Africa Limited (the Company) and its subsidiaries
(together, the group), as set out on pages 2| to 53. These financial statements comprise the consolidated balance sheet at 31 December
2007 and the consolidated profit and loss account, statement of changes in equity and cash flow statement for the year then ended,
together with the balance sheet of the Company standing alone as at 3|1 December 2007 and the 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 with the requirements of the Kenyan Companies Act.This responsibility includes: designing,implementing
and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Opinion
In our opinion the accompanying financial statements give a true and fair view of the state of the financial affairs of the group and of the

Company at 31 December 2007 and of the profit and cash flows of the group for the year then ended in accordance with International
Financial Reporting Standards and the Kenyan Companies Act.

Report on other legal requirements

The Kenyan Companies Act requires that in carrying out our audit we consider and report to you on the following matters. We
confirm that:

i) we have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the
purposes of our audit;

i) in our opinion proper books of account have been kept by the company, so far as appears from our examination of those books;

iii) the company’s balance sheet is in agreement with the books of account.

PRICEWATERHOUSE(COPERS

Certified Public Accountants
3 April, 2008



Consolidated Profit and Loss Account
for the year ended 3| December 2007

Notes 2007 2006
Shs’000 Shs’000
Sales 5 3,667,660 3,264,006
Other operating income 242,694 247,702
Inventory expensed (763,446) (672,972)
Employee benefits expense 7 (757,437) (677,221)
Other operating expenses (1,414,138) (1,264,098)
Profit before depreciation, interest and income tax expense 975,333 897417
Depreciation on property, plant and equipment |8 (216912) (205,973)
Operating profit 6 758,421 691,444
Net finance costs 8 (145,883) (196,793)
Share of profit of associate 23 4,842 3,954
Profit before income tax 617,380 498,605
Income tax expense 9 (200,905) (165,945)
Profit for the year (of which net profit of Shs 382,603,000
(2006: Shs 409,152,000) have been dealt with in the accounts 416,475 332,660
of the Company)
Attributable to:
Equity holders of the Company 414,367 309,244
Minority interest 2,108 23416
416,475 332,660

Earnings per share for profit attributable to the equity holders of the Company

- basic and diluted (Shs per share) 10 391 301
Dividends:
Proposed final dividend for the year 'l 132,331 110,276

TPS EASTERN AFRICA LIMITED
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Consolidated Balance Sheet
for the year ended 3| December 2007

Capital and reserves attributable to the Company’s equity

holders
Share capital

Share premium
Revaluation Reserve
Translation Reserve
Retained earnings

Minority interest

Total equity

Non-current liabilities
Borrowings

Deferred income tax liability
Provisions for liabilities and charges

Total non-current liabilities
Total equity and non-current liabilities

Non-current assets
Property, plant and equipment
Prepaid operating lease rentals
Intangible assets

Investment in associates
Available-for-sale financial asset
Deferred income tax asset

Current assets
Inventories

Receivables and prepayments
Cash and cash equivalents

Current liabilities
Payables and accrued expenses
Current income tax
Borrowings

Net current assets

Notes 2007 2006
Shs’000 Shs’000

12 105,865 88221
12 906,676 906,676
13 698,001 715,682
(146,315) (175916)

|,114,184 826,822

3678411 3,361,485

- 42,507

3678411 3,403,992

14 1,079,358 433,539
15 573,590 526,500
16 121,701 117,493
| 774,649 2,077,532

5,453,060 5481,524

18 4,103,430 3,873,561
19 12733 12,893
20 1,077,869 1,039,255
23 30,314 25472
17 31418 -
15 128,549 196,814
5384313 5,147,995

203,329 180,192

24 1,032,379 630,784
25 160998 179,558
1,396,706 990,534

26 891,670 611226
42,396 17,834

14 393,893 27,945
327,959 657,005

68747 333529

5,453,060 5481,524

The financial statements on pages 2| to 53 were approved for issue by the board of directors on 3 April, 2008 and signed on

its behalf by:

QA@N\_,;),\&\\;

Francis Okomo - Okello
Chairman

3 April, 2008
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Mahmud Jan Mohamed
Managing Director
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Equity

Share capital
Share premium
Retained earnings

Total equity

Non-current assets
Investment in subsidiaries
Available-for-sale financial asset

Current assets
Receivables and prepayments

Current liabilities
Payables and accrued expenses
Bank overdraft

Net current assets

Company Balance Sheet
for the year ended 3| December 2007

Notes

12
12

22
|7

24

26
|4

2007 2006
Shs’000 Shs’000
105,865 88,221
1,906,676 1,906,676
712,204 457,521
2,724,745 2,452,418
2,528,608 2,445,379
31,418 .
2,560,026 2,445,379
169,880 8,505
169,880 8,505
4,888 1,348
273 18

516l |,466
164,719 7,039
2,724,745 2,452,418

The financial statements on pages 2| to 53 were approved for issue by the board of directors on 3 April, 2008 and signed on its

i
iy

Mahmud Jan Mohamed
Managing Director

behalf by:

W

Francis Okomo - Okello
Chairman

3 April, 2008

3 April, 2008
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Year ended 31 December

At start of year

Revaluation during the year

Transfer of excess depreciation to
retained earnings

Deferred income tax on

Deferred income tax on transfer

Deferred income tax on transfer
of pre-acquisition reserves

Currency translation differences

Net (losses)/gains recognised
directly in equity

Net (loss)/profit

Issue of shares

Acquisition of minority
shareholding

- final for 2005 paid

At end of year

TPS EASTERN AFRICA LIMITED
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Notes

I5

Revaluation Translation

Consolidated Statement of Changes in Equity

Year ended 31 December

Minority
interest
Shs’000

289517

Total
Shs’000

2,388,040

184,596

(55379)

791,239

(237,372)

15,666

(66,097)

129,217

23416

(376,179)

(23.464)

503,436
332,660
610519

(376,179)

(54,484)

42,507

3,403,992




Consolidated Statement of Changes in Equity (Continued)

Year ended 31 December

Year ended 31
December 2007

At start of year

Transfer of excess depreciation
to retained earnings

Deferred income tax on
transfer

Deferred income tax on
transfer of pre-acquisition
reserves

Currency translation differences

Net (losses)/gains recognised
directly in equity

Net (loss)/profit

Bonus issue of shares

Acquisition of minority
shareholding

Dividends:

- final for 2006 paid

At end of year

Notes

Share Share Revaluation Translation Retained  Minority Total
Capital premium reserves reserves  earnings interest
Shs’000 Shs’000 Shs’000 Shs’000 Shs’000  Shs’000 Shs’000
88,221 1,906,676 715682  (175916) 826822 42,507 3,403,992
- - (25,258) - 25,258 - -
- - 7,577 - (7,577) - -
- - - - 7,884 - 7,884
- - - 29,601 (24,650) = 495
- - (17,681) 29,601 915 - 12,835
- - - - 414367 2,108 416,475
17,644 - - - (17,644) - _
= = - - - (44615) (44,615)
- - - - (110,276) - (110,276)
105,865 1,906,676 698,001  (146315) 1,114,184 - 367841 |

TPS EASTERN AFRICA LIMITED
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Company Statement of Changes in Equity

Notes

Year ended 31 December 2006
At start of year

During the year
Net profit

Issue of shares
Dividends:

- final for 2005

At end of year

Year ended 31 December 2007
At start of year

During the year

Net profit

Bonus issue of shares

Dividends:

- final for 2006 Il

At end of year

TPS EASTERN AFRICA LIMITED
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Year ended 31 December

Share Share Retained Total
Capital premium earnings
Shs’000 Shs’000 Shs’000 Shs’000
77,682 [,306,696 79,389 [,463,767
409,152 409,152
10,539 599,980 - 610519
- = (31,020) (31,020)
88,221 1,906,676 457,52 | 2452418
88,221 1,906,676 457,521 2452418
- - 382,603 382,603
| 7,644 - (17,644) R
- - (110,276) (110,276)
105,865 [,906,676 712,204 2,724,745




Consolidated Cashflow Statement

Year ended 31 December 2007

Operating activities
Cash generated from operations

Interest paid
Income tax paid

Net cash generated from operating activities

Investing activities

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Cash outflow on acquisition

Investment on available-for-sale financial asset

Short term bank deposits

Net cash used in investing activities

Financing activities

Proceeds from long-term borrowings
Repayments on long-term borrowings
Repayment of commercial paper
Dividends paid to Company's shareholders
Dividends paid to minority interests

Net cash used in financing activities

Net (decrease)/increase in cash and cash
equivalents

Movement in cash and cash equivalents

At start of year

(Decrease)/Increase in cash
Effects of exchange rate changes on cash and cash

equivalents

At end of year

Notes

27

22
17
25

25

2007 2006
Shs’000 Shs’000
834,438 1,022,443
(145,883) (161715)
(52.232) (38,183)
636,323 822,545
(439,.960) (375.201)
3,700 5,876
(83.229) (71,697)
(31,418) -
12,428 (29,395)
(538479) (470417)
376,607 409,945
(507,078) (558,599)
- (94,523)
(110276) (31,020)
- (23,464)
(240,747) (297,661)
(142,903) 54,467
122,082 64,829
(142,903) 54,467
63 2,786
(20,758) 122,082

TPS EASTERN AFRICA LIMITED
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Notes

I General information

TPS Eastern Africa Limited is incorporated in Kenya under the Companies Act as a public limited liability Company, and is
domiciled in Kenya. The address of its registered office is:

George Williamson House
4th Ngong Avenue

PO Box 48690

00100 Nairobi

Kenya

The Company's shares are listed on the Nairobi Stock Exchange.
2 Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have
been consistently applied to all years presented, unless otherwise stated.

(a) Basis of preparation

The financial statements are prepared in compliance with International Financial Reporting Standards (IFRS). The measurement
basis applied is the historical cost basis, except where otherwise stated in the accounting policies below. The financial statements
are presented in Kenya Shillings (Shs), rounded to the nearest thousand.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Group's accounting policies. The areas involving
a higher degree of judgement or complexity, or where assumptions and estimates are significant to the financial statements, are
disclosed in Note 4.

Adoption of new and revised standards
In 2007, the following new and revised standards and interpretations became effective for the first time and have been adopted
by the Group where relevant to its operations. The comparative figures have been restated as required, in accordance with the

relevant requirements.

- IAS 1 Amendment, Capital Disclosures: The amendment to IAS 1 introduces disclosures about the level of the Group's capital and
how it manages capital.

- IFRS 7, Financial Instruments Disclosures: IFRS 7 introduces new disclosures relating to financial instruments.
This standard does not have any impact on the classification or measurement of the Group’s financial instruments.
Standards, interpretations and amendments to published standards that are not yet effective

The following amendment to an existing standard and new standard and interpretations will be mandatory for the Group’s
accounting periods beginning on or after 1 January 2008, but which the Group has not early adopted:

- IFRIC 11 — Group and Treasury Share Transactions — from 1 January 2008
- IFRIC 12 — Service Concession Arrangements — from 1 January 2008
- IFRS 8 — Operating segments — from 1 January 2009

- IAS 23 — Borrowing costs (revised) — from 1 January 2009.

The Directors have assessed the relevance of these amendments and interpretations with respect to the Group's operations and
concluded that they are not relevant to the Group, other than IFRS 8, which will result in changes to the reportable segments and
the information disclosed in respect of those segments.

TPS EASTERN AFRICA LIMITED
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Notes (continued)

(b) Consolidation

@)

(i)

©
0]

(i)

(ii)

Subsidiaries

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

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group.The cost of an acquisition
is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of
exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair values at the acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of acquisition over the fair value of the Group'’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the
difference is recognised directly in the income statement.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred. Accounting policies
of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Group.

Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a shareholding
of between 20% and 50% of the voting rights. Investments in associates are accounted for by the equity method of accounting and
are initially recognised at cost. The Group’s investment in associates includes goodwill (net of any accumulated impairment loss)
identified on acquisition.

The Group's share of its associates’ post-acquisition profits or losses is recognised in the income statement, and its share of post-
acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are adjusted against the
carrying amount of the investment.When the Group's share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not recognise further losses, unless it has incurred obligations or made
payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the
associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed where necessary to ensure consistency with the policies adopted by the
Group.

Functional currency and translation of foreign currencies
Functional and presentation currency

[tems included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). The consolidated financial statements are presented in Kenya
Shillings, which is the Company’s functional and presentation currency.

Transactions and balances in group entities

Foreign currency transactions are translated into the functional currency of the respective entity using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
profit and loss account.

Translation differences on non-monetary items, such as equities held at fair value through profit or loss, are reported as part of
the fair value gain or loss.

Consolidation of group entities

The results and financial position of all the group entities (none of which has the currency of a hyperinflationary economy) that
have a functional currency different from the presentation currency are translated into the presentation currency as follows:

TPS EASTERN AFRICA LIMITED
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C)

©)

@)

(if)

(ii)

®

Notes (continued)

(i) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;

(i) income and expenses for each profit and loss account are translated at average exchange rates (unless this average is not
a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income
expenses are translated at the dates of the transactions); and

(iii) all resulting exchange differences are recognised as a separate component of equity (translation reserve).

On consolidation, exchange differences arising from the translation of the net investment in foreign entities are taken to
shareholders’ equity. When a foreign operation is sold, such exchange differences are recognised in the profit and loss
account as part of the gain or loss on sale.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different from those of other business segments. A geographical segment is engaged in providing products or
services within a particular economic environment that are subject to risks and returns that are different from those of segments
operating in other economic environments.

Revenue recognition

Revenue represents the fair value of the consideration receivable for sales of goods and services, and is stated net of value-added
tax (VAT), rebates and discounts and after eliminating sales within the Group. Revenue is recognised as follows:

Sales of goods are recognised in the period in which the group delivers products to the customer, the customer has accepted the
products and collectibility of the related receivables is reasonably assured.

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

Interest income is recognised on a time proportion basis using the effective interest method. Dividends are recognised as income
in the period in which the right to receive payment is established.

Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost. Buildings are subsequently shown at fair value, based
on periodic, but at least every five year, valuations by external independent valuers, less subsequent depreciation for buildings.
All other property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is
directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the profit and loss account during the financial period in which they are
incurred.

Increases in the carrying amount arising on revaluation are credited to a revaluation surplus reserve in equity. Decreases that offset
previous increases of the same asset are charged against the revaluation surplus; all other decreases are charged to the profit and
loss account. Each year the difference between depreciation based on the revalued carrying amount of the asset (the depreciation
charged to the profit and loss account) and depreciation based on the asset's original cost is transferred from the revaluation
surplus to retained earnings.

Freehold land is not depreciated. Depreciation on other assets is calculated using the straight line method to write down their
cost or revalued amounts to their residual values over their estimated useful lives, as follows:

TPS EASTERN AFRICA LIMITED
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®

(h)

()

(if)

Notes (continued)

Property, plant and equipment (continued)

Buildings Over the period of the lease
Computers 3 -4 years

Motor vehicles 4 years

Furniture and fittings 8 years

Lift installations |0 years

Laundry equipment |0 years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its estimated recoverable amount if the asset's carrying amount
isgreater than its estimated recoverable amount.

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying amount and are
included in the profit and loss account. On disposal of revalued assets, amounts in the revaluation surplus relating to that asset
are transferred to retained earnings.

Intangible assets
Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group'’s share of the net identifiable assets
of the acquired subsidiary or associate at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible
assets. Goodwill on acquisitions of associates is included in investments in associates. Goodwill is tested annually for impairment
and carried at cost less accumulated impairment losses. Gains and losses on disposal of an entity include the carrying amount of
goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. Each of those cash-generating units
represents the Group's investment in each country of operation by each reporting segment.

Financial assets

The Group classifies its financial assets under loans and receivables and available-for-sale financial assets. The classification depends
on the purpose for which the financial assets were acquired. Management determines the classification of its financial
assets at initial recognition and re-evaluates such designation at every reporting date.

Loans and receivables

Loans and receivables are initially recorded at cost and subsequently carried at amortised cost using the effective interest method.
Realised and unrealised gains and losses arising from changes in the fair value of the ‘financial assets at fair value through profit or
loss’ category are included in the income statement in the period in which they arise.They are included in current assets, loans and
receivables are included in receivables and prepayments in the balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other
categories. They are included in non-current assets unless management intends to dispose of the investment within |2 months of
the balance sheet date.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial
assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in the fair value of
the security below its cost is considered in determining whether the securities are impaired. If any such evidenceexists for available-
for-sale financial assets, the cumulative loss — measured as the difference between the acquisition cost and the current fair value,
less any impairment loss on that financial asset previously recognised in profit or loss — is removed from equity and recognised in
the income statement. Impairment losses recognised in the profit and loss account on equity instruments are not reversed through
the profit and loss account

TPS EASTERN AFRICA LIMITED
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Notes (continued)

(i) Accounting for leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases are charged to the profit and loss account on a straight-line basis over the period
of the lease.

(j) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined by the first-in, first-out (FIFO) method.
Net realisable value is the estimate of the selling price in the ordinary course of business, less the costs of completion and selling
expenses.

(k) Receivables

Receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method.
A provision for impairment of receivables is established when there is objective evidence that the Group will not be able to
collect all the amounts due according to the original terms of receivables. The amount of the provision is the difference between
the carrying amount and the present value of expected cash flows, discounted at the effective interest rate. The amount of the
provision is recognised in the profit and loss account.

(1) Payables

Payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest
method.

(m) Share capital
Ordinary shares are classified as equity.
(n) Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short term highly liquid investments with
original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities
on the balance sheet.

(o) Employee benefits
(i) Retirement benefit obligations

For unionised employees, the group has an unfunded obligation to pay terminal gratuities under its Collective Bargaining. Agreement
with the union. Employees who resign after serving for periods of between five years and ten years, receive eighteen days salary
and house allowance for each completed year of service at the rate of pay applicable at the date of resigning. Those who resign
after serving for more than ten years receive twenty four days salary and house allowance for each completed year of service. The
provision for liability recognised in the balance sheet is the estimated entitlement as a result of services rendered by employees
up to the balance sheet date. Any increase or decrease in the provision is taken to the profit and loss account.

The group operates a defined contribution post-employment benefit scheme for all its permanent employees after their first
year of employment. The assets of the scheme are held in a separate trustee administered fund, which is funded by contributions
from both the group and the employees. The group and all its permanent employees also contribute to the statutory National
Social Security Fund, which is a defined contribution scheme. The group’s contributions to both these defined contribution
schemes are charged to the profit and loss account in the year in which they fall due. The group has no further obligation once
the contributions have been paid.

(i)  Other entitlements

The estimated monetary liability for employees’ accrued annual leave entitlement at the balance sheet date is recognised as an
expense accrual.

TPS EASTERN AFRICA LIMITED
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Notes (continued)

(p) Income tax

@

Q)

)

Income tax expense is the aggregate of the charge to the profit and loss account in respect of current income tax and deferred
income tax.

Current income tax is the amount of income tax payable on the taxable profit for the year determined in accordance with the
relevant tax legislation.

Deferred income tax is provided in full, using the liability method, on all temporary differences arising between the tax bases of
assets and liabilities and their carrying values for financial reporting purposes. However; if the deferred income tax arises from
the initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss, it is not accounted for. Deferred income tax is determined using tax rates
and laws that have been enacted or substantively enacted at the balance sheet date and are expected to apply when the related
deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profits will be available against
which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates, except where the
timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised
cost using the effective interest method; any differences between proceeds (net of transaction costs) and the redemption value is
recognised in the profit and loss account over the period of the borrowings.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at
least |2 months after the balance sheet date.

Dividends

Dividends payable to the Company's shareholders are charged to equity in the period in which they are declared. Proposed
dividends are shown as a separate component of equity until declared.

Comparatives

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

Financial risk management

The Group's activities expose it to a variety of financial risks, including credit risk and the effects of changes in debt and equity
market prices, foreign currency exchange rates and interest rates. The Group's overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise potential adverse effects on its financial performance.

Risk management is carried out by the treasury department under the guidance of management. Treasury identifies, evaluates and
hedges financial risks. The management provides guidance on principles for overall risk management covering specific areas such
as foreign exchange risk, interest rate risk, credit risk, use of derivative and non-derivative financial instruments and investing excess
liquidity.

Market risk
Foreign exchange risk

The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to the US dollar: Foreign exchange risk arises from future commercial transactions, recognised assets and liabilities
and net investments in foreign operations.
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Notes (continued)

Financial risk management (continued)

The Group manages foreign exchange risk arising from future commercial transactions and recognised assets and liabilities using
forward contracts, but has not designated any derivative instruments as hedging instruments.

The Group manages foreign exchange risk by converting its foreign currency collections into local currency on an ongoing basis
to cater for its operational requirements. As a result, the Group does not hold large amounts of foreign currency deposits. In
addition, the Group receives its collections in foreign currency and therefore any future foreign currency commercial transactions
are settled in the same currency to avoid the effect of swinging currency exchange rates.

Currency exposure arising from the net assets of foreign operations is managed primarily through borrowings denominated in the
relevant foreign currencies.

At 31 December 2007, if the Shilling had weakened/strengthened by 5% against the US Dollar with all other variables held
constant, consolidated post tax profit for the year would have been Shs 10,313,016 (2006: Shs 4,151,721) higher/lower, mainly as
a result of US dollar receivables, payables and bank balances.

Price risk

During the vyear, the Group invested in unquoted shares of Tourism Promotion Services (Rwanda) Limited classified under
Available-for-sale assets. In the opinion of the directors, there is no material exposure to price risk.

Cash flow and fair value interest rate risk

The Group has borrowings at variable rates. No limits are placed on the ratio of variable rate borrowing to fixed rate borrowing.
At 31 December 2007, an increase/decrease of 2% on interest rate would have resulted in an increase/decrease in consolidated
post tax profit of Shs 25,683,287 (2006: Shs 29,380,620).

Credit risk

Credit risk is managed on a group basis. Credit risk arises from cash equivalents, derivative financial instruments, corporate
bonds and deposits with banks, as well as trade and other receivables. Neither the Group nor the Company has any significant
concentrations of credit risk. The group credit controller assesses the credit quality of each customer; taking into account its
financial position, past experience and other factors. Individual risk limits are set based on internal or external ratings in accordance
with limits set by the Board. The utilisation of credit limits is regularly monitored.

The amount that best represents the Group’s and Company’s maximum exposure to credit risk at 31 December 2007 is made
up as follows:

Group Company
2007 2006 2007 2006
Shs’000 Shs’000 Shs’000 Shs’000

Cash equivalents 160,998 179,558 - -
Trade receivables 839,367 472,034 - -
Receivables from related companies 82,806 84,818 | 67,884 5,392
Other receivables 110,206 73,932 [,996 3,113

1,193,377 810,342 169,880 8,505

No collateral is held for any of the above assets. For receivables that are neither past due or impaired they are within their
approved credit limits, and no receivables have had their terms renegotiated.

None of the above assets are past due or impaired except for the following amounts in trade receivables (which are due within
30 days of the end of the month in which they are invoiced):
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Notes (continued)

Financial risk management (continued)

Past due but not impaired:

by up to 30 days
- by 31 to 60 days
- by 61 to 90 days
by over 90 days

Total past due but not impaired

Impaired and provided for

Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash and marketable securities, and the availability of funding from
an adequate amount of committed credit facilities. Due to the dynamic nature of the underlying businesses, Treasury maintains

Group Company
2007 2006 2007 2006
Shs’000 Shs’000 Shs’000 Shs’000
147,756 118,047 - -
57,994 38,762 - -
36,783 12,837 - -
32,107 43,480 - -
274,640 213,126 - =
54,232 35,406 - -

flexibility in funding by maintaining availability under committed credit lines.

Management monitors rolling forecasts of the Group’s liquidity reserve on the basis of expected cash flow.

The table below analyses the Group’s and the Company’s financial liabilities that will be settled on a net basis into relevant maturity
groupings based on the remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in
the table below are the contractual undiscounted cash flows. Balances due within |2 months equal their carrying balances, as the

impact of discounting is not significant.

Subsequent to the year end, the Group has renegotiated short term borrowings, for one of its Kenyan subsidiary, to a term loan

of five years.The below position is after including the debt refinancing.

(a) Group

Less than
I year
Shs’000

At 31 December 2007:
- borrowings 209,319
- interest 130,054
- trade and other payables 891,669
- current income tax 42,396
- dividends 132,331

At 31 December 2006:
- borrowings 27,945
- interest 128,003
- trade and other payables 611,226
- current income tax 17,834
- dividends 110,276

Between |
and 2 years
Shs’000

440,767
137,076

535,478
110,041

Between 2
and 5 years
Shs’000

778,990
49917

898,061
226,830

Over 5 years

Shs’000

44,175
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Financial risk management (continued)

Company
Less than Between | Between 2 Over 5 years
I year and 2 years and 5 years
Shs’000 Shs’000 Shs’000 Shs’000
At 31 December 2007:
- borrowings 273 - - -
- trade and other payables 4,888 - - -
- dividends 132,331 - - -
At 31 December 2006:
- borrowings 18 - - -
- trade and other payables 1,348 - - -
- dividends 110,276 - - -

Capital risk management

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to
provide returns for shareholders and to maintain an optimal capital structure to reduce the cost of capital. In order to maintain or
adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, issue new capital or sell assets to
reduce debt.

During 2007 the Group's strategy, which was unchanged from 2006, was to maintain a gearing ratio between 25% and 40%.The
gearing ratios at 3|1 December 2007 and 2006 were as follows

2007 2006

Shs’000 Shs’000

Total borrowings 1,473,251 1,461,484
Less: cash and cash equivalents (160,998) (179,558)
Net debt 1,312,253 1,281,926
Total equity 3678411 3,403,992
Total capital 4,990,664 4,685,918
Gearing ratio 26% 27%

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including experience
of future events that are believed to be reasonable under the circumstances.

(i) Critical accounting estimates and assumptions

Eair value estimation

The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques. The
Group uses its judgement to select a variety of methods and make assumptions that are mainly based on market conditions
existing at the balance sheet date.

Impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated in Note
2(g). The recoverable amounts of cash-generating units have been determined based on value-in-use calculations.
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Notes (continued)

Critical accounting estimates and judgements (continued)

These calculations require the use of estimates (Note 20).

Income taxes

The Group is subject to income taxes in various jurisdictions. Significant judgment is required in determining the Group's provision
for income taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. The Group recognises liabilities for anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in which such determination is
made.

(ii) Critical judgements in applying the entity's accounting policies

In the process of applying the Group's accounting policies, management has made judgements in determining impairment of assets,
goodwill, gratuity provisions.

Segment information

Primary reporting format - geographical segments

The Group has two geographical segments — Kenya and Tanzania. The group subsidiary in South Africa operates as a sales agency
and does not constitute a separately reportable segment. The information has therefore been consolidated with the results of the

parent company.

Sales (allocated based on the country of subsidiary)

2007 2006
Shs’000 Shs’000
Kenya 2,362,597 2,093,403
Tanzania 1,305,063 1,170,603
3,667,660 3,264,006
Total assets (allocated based on the country of subsidiary)

2007 2006
Shs’000 Shs’000
Kenya 4,753,542 4,110,255
Tanzania 2,027,477 2,028,274
6,781,019 6,138,529

Capital expenditure (allocated based on the country of subsidiary operations)
2007 2006
Shs’000 Shs’000
Kenya 368,028 336,432
Tanzania 71,932 38,769
439,960 375,201
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Notes (continued)

5 Segment information (continued)

The segment results for the year ended 31 December 2007 are as follows:

Kenya Tanzania Group total
Shs’000 Shs’000 Shs’000
Sales 2,362,597 1,305,063 3,667,660
Operating profit 421,063 337,358 758,421
Finance costs — net (33,858) (112,025) (145,883)
Share of profit of associate 4,842 - 4,842
Profit before income tax 392,047 225,333 617,380
Income tax expense (123,882) (77,023) (200,905)
Profit for the year 268,165 148,310 416,475
Minority interest (2,108) - (2,108)
Profit attributable to shareholders 266,057 148,310 414,367
The segment results for the year ended 31 December 2006 are as follows:
Kenya Tanzania Group total
Shs’000 Shs’000 Shs’000
Sales 2,093,403 1,170,603 3,264,006
Operating profit 361,030 330414 691,444
Finance costs — net (27,495) (169,298) (196,793)
Share of profit of associate 3,954 - 3,954
Profit before income tax 337,489 161,116 498,605
Income tax expense (107,272) (58,673) (165,945)
Profit for the year 230,217 102,443 332,660
Minority interest (23/416) - (23/416)
Profit attributable to shareholders 206,801 102,443 309,244
Other segment items included in the profit and loss account are:
Year ended 31 December 2007 Year ended 31 December 2006
Kenya Tanzania Group Kenya Tanzania Group
Shs’000 Shs’000 Shs’000 Shs’000 Shs’000 Shs’000
Depreciation 139,610 77,302 216912 131,727 74,246 205,973
Impairment of trade
receivables 21,827 4,307 26,134 7,276 2,191 9,467

Secondary reporting format - business segments
The group only has one business segment, which is the operation of hotels and lodges.
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Notes (continued)

6 Operating profit

The following items have been (credited)/charged in arriving at operating profit:

Profit on disposal of property, plant and equipment

Foreign currency exchange losses on trading balances

Prepaid operating lease rentals expensed

Inventories expensed

Receivables — provision for impairment losses

Auditors’ remuneration (Company: 2007: Shs 1,730,000 2006: Shs 1,666,630)

7 Employee benefits expense

The following items are included within employee benefits expense:

Retirement benefits costs:

- Gratuity charge (Note 16)

- Defined contribution scheme
- National Social Security Funds

8 Net finance costs

Interest expense:

- bank borrowings

- related party loans
- commercial paper

Net foreign currency exchange losses

Net finance costs

2007
Shs’000

(2,848)
61,545
160
763446
26,134

8,334

2007
Shs’000

13,450
21,769
16,284

2007
Shs’000

(145,787)
(%6)

(145,883)

(145,883)

Group

Group

Group

2006
Shs’000

(3.593)
16,157
160
672972
9,467
7,579

2006
Shs’000

15,992
20,022
13,390

2006
Shs’000

(160274)
(473)
(968)

(161,715)

(35,078)

(196,793)
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Notes (continued)

Income tax expense

2007

Shs’000

Current income tax 76,794
Deferred income tax (Note 15) 124,111
Income tax expense 200,905

Group
2006
Shs’000

47,409
118536

165,945

The tax on the Group's profit before income tax differs from the theoretical amount that would arise using the statutory income

tax rate as follows:

2007

Shs’000

Profit before income tax 617,380
Tax calculated at domestic rates applicable to profits in the

respective countries - 30% (2006 - 30%) 185214

Tax effect of:

Income not subject to tax (3,156)

Expenses not deductible for tax purposes 20474

(Under)/Over-provision of deferred income tax in prior year (1,627)

Under-provision of current income tax in prior year -

Income tax expense 200,905

Earnings per share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the weighted

average number of ordinary shares in issue during the year.

The Company issued 17,644,124 bonus shares in August 2007 to the general public.

2007
Profit attributable to equity holders of the Company (Shs 000s) 414,367
Weighted average number of ordinary shares in issue (thousands) 105,865

Basic earnings per share (Shs) 391

There were no potentially dilutive shares outstanding at 31 December 2007 or 2006. Diluted earnings per share are therefore the

same as basic earnings per share.

Dividends per share

Proposed dividends are accounted for as a separate component of equity until they have been ratified at the annual general
meeting. Qualifying shares for 2007 were 105,864,742 shares (2006: 88,220,618 shares) after an issue of bonus shares in August
2007. A dividend in respect of qualifying shares for the year ended 31 December 2007 of Shs |.25 per share (2006: Shs 1.25)

2006
Shs’000

498,605

149,582
(1,676)
15,692

4,750
(2,403)

165,945

2006
309,244
102,712

301

amounting to Shs 132,330,928 (2006: Shs |10,275,773) is to be proposed at the forthcoming annual general meeting.

Payment of dividends is subject to withholding tax at a rate of either 5% or 10% depending on the residence of the respective

shareholders.
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Notes (continued)

Share capital

Number of shares

Balance at | January 2006
Issue of shares — share swap for
acquisition of subsidiary

Balance at 3| December 2006

Balance at | January 2007
Issue of bonus shares

Balance at 3| December 2007

(Thousands)
77,682
10,539
88,221

88,221
17,644

105,865

Ordinary shares

Shs’000
77,682
10,539
88,221

88,221
17,644

105,865

Share premium
Shs’000

1,306,696
599,980
1,906,676

1,906,676

1,906,676

The total authorised number of ordinary shares is 106,000,000 with a par value of Shs .00 per share. 105,864,742 shares are

issued at a par value of Shs |.00 per share and are fully paid.

In August 2007, 17,644,124 bonus shares were issued at a ratio of one share for every five fully paid shares.

Revaluation reserve

The revaluation surplus represents solely the surplus on the revaluation of buildings net of deferred income tax and is non-

distributable.

Borrowings

The borrowings are made up as follows:
Non-current

Bank borrowings

Current

Bank overdraft
Bank borrowings

Total borrowings

Group Company

2007 2006 2007 2006
Shs’000 Shs’000 Shs’000 Shs’000
1,079,358 1,433,539 - -
150,459 13,751 273 118
243,434 14,194 - -
393,893 27,945 273 118
1,473,251 1,461,484 273 118

The borrowings include secured liabilities (bank borrowings and overdraft) in a total amount of Shs 1,473,251,000 (2006: Shs
1,461,484,000). Bank loans and overdrafts are secured by legal charges over certain land, buildings and other assets of the group
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Notes (continued)

14 Borrowings (continued)

in addition to a floating debenture over all assets of Tourism Promotion Services (Kenya) Limited and a certificate of shares in the
name of TPS Eastern Africa Limited.

Group
The effective interest rates at the year-end were as follows: 2007 2006
Kenya
- bank borrowings : Kenya Shillings 7.90% 7.90%
Tanzania
- bank borrowings:
US Dollars (1.25% below base rate) 7.50% 6.50%
Tanzania Shillings — Barclays Bank Tanzania Limited - 14.96%
Tanzania Shillings — National Bank of Commerce Tanzania Limited 13.50% 12.50%
Zanzibar
- bank overdrafts and bank borrowings: Tanzania Shillings 12.50% 12.50%

The carrying amounts of short-term borrowings approximate to their fair value. Fair values are based on discounted cash flows
using a discount rate based upon the borrowing rate that directors expect would be available to the Group at the balance sheet
date.

[t is impracticable to assign fair values to the Group's long term liabilities due to inability to forecast interest rate and foreign
exchange rate changes.

The Group does not have any undrawn facilities at the end of the year.
15 Deferred income tax

Deferred income tax is calculated using the enacted income tax rate of 30% (2006: 30%).The movement on the deferred income
tax account is as follows:

Movement Movement
in deferred in deferred
tax liability tax asset Total
Year ended 31 December 2006
Shs’000 Shs’000 Shs’000
At start of year 229,265 (264.211) (34,946)
Income statement charge (Note 9) 59,863 58,673 118,536
Charge to equity on revaluation of buildings 237,372 8,724 246,096
At end of year 526,500 (196,814) 329,686
Year ended 31 December 2007
At start of year 526,500 (196,814) 329,686
Income statement charge (Note 9) 47,090 77,021 124,111
Credit to equity - (8,756) (8,756)
At end of year 573,590 (128,549) 445,041
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Notes (continued)

Deferred income tax (continued)

Deferred income tax liability (Tourism Promotion Services (Kenya) Limited)

1.1.2007 Charged/ 31.12.2007
(credited)
to P/L
Shs’000 Shs’000 Shs’000
Deferred income tax liabilities
Property, plant & equipment
- on historical cost 159,115 52,374 211,489
- on revaluation surpluses 395,838 (7,577) 388,261
Unrealised exchange gains 9,112 3,394 12,506
564,065 48,191 612,256
Deferred income tax assets - - -
Provisions (37,565) (1,101 (38,666)
(37,565) (r,101) (38,666)
Net deferred income tax liability 526,500 47,090 573,590

Deferred income tax asset (Tourism Promotion Services (Tanzania) Limited and Tourism Promotion
Services (Zanzibar) Limited)

1.1.2007 Charged/ Charged/ 31.12.2007
(credited) (credited)
to to P/L to Equity
Shs’000 Shs’000 Shs’000 Shs’000
Deferred income tax liabilities
Property revaluation 245,534 8,548 (7,884) 246,198
Deferred income tax assets
Accelerated tax depreciation 40,702 - - 40,702
Tax losses carried forward (404,040) 102,030 - (302,010)
Other deductible temporary differences (79,010) (33,557) (872) (113,439)
(442,348) 68,473 (872) (374,747)
Net deferred income tax asset (196,814) 77,021 (8,756) (128,549)

Deferred income tax of Shs 7,577,000 (2006: Shs 7,730,000) was transferred within shareholders’ equity from revaluation reserves
to retained earnings. This represents deferred income tax on the difference between the actual depreciation on the property and
the equivalent depreciation based on the historical cost of the property.

Provisions for liabilities and charges (Non-current)

Provision for employees’ entitlement to gratuity is based on the number of years worked by individual employees up to the
balance sheet date. The movement during the year is as follows:

Group
2007 2006
Shs’000 Shs’000
At start of year 117,493 106,332
Additional provisions 13,450 15,992
Utilised during year (9,242) (4,831

121,701 117,493
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16 Provisions for liabilities and charges (Non-current) (continued)

In the opinion of the directors the provision for gratuity entitlement for employees fairly reflects the Group's future obligation
under the terms of the Collective Bargaining Agreement.

17 Available for sale financial asset Group
2007 2006
Shs’000 Shs’000
At start of the year - -
Investment during the year 31,418 -
At end of year 31,418 -

On 4 November 2007, the company acquired 8% of the shares in Tourism Promotion Services (Rwanda) Limited, a company
incorporated in Rwanda, for Shs 31,418,035. The directors have designated this investment as an ‘Available-for-sale financial asset’
that is carried at fair value as the investment is to be held for the foreseeable future. As at the year end, there were no movements
in the fair value of the asset.

18 Property, plant and equipment - Group

Capital

Land & Plant & Vehicles & work in

buildings machinery equipment progress Total

Shs’000 Shs’000 Shs’000 Shs’000 Shs’000
At | January 2006
At cost or revaluation 3,894,045 1,216,426 107,181 15411 5,233,063
Accumulated depreciation (813,538) (927516) (81,580) - (1,822,634)
Translation differences (321,402) (7,983) (302) (85) (329,772)
Net book amount 2,759,105 280,927 25,299 15,326 3,080,657
Year ended 31 December 2006
Opening net book amount 2,759,105 280,927 25,299 15,326 3,080,657
Additions 236,924 87,677 64,58 | (13,981) 375,201
Disposals - (2,190) (93) - (2,283)
Depreciation charge (109,969) (68,877) (27,127) - (205,973)
Revaluation 791,239 - - - 791,239
Translation differences (161,901) (31,173) 27,794 - (165,280)
Closing net book amount 3,515,398 266,364 90,454 1,345 3,873,561
At 31 December 2006
At cost or revaluation 4,922,208 1,301,913 171,669 1,430 6,397,220
Accumulated depreciation (923,507) (996,393) (108,707) - (2,028,607)
Translation differences (483,303) (39,156) 27492 (85) (495,052)
Net book amount 3,515,398 266,364 90,454 1,345 3,873,561
Year ended 31 December 2007
Opening net book amount 3,515,398 266,364 90,454 1,345 3,873,561
Additions 198,069 149,344 17917 74,630 439,960
Disposals - (852) - - (852)
Depreciation charge (112,301) (84,216) (20,395) - (216912)
Translation differences 7,424 51,097 (50,854) 6 7,673
Closing net book amount 3,608,590 381,737 37,122 7598l 4,103,430
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18 Property, plant and equipment - Group (continued)

19

Capital
Land & Plant & Vehicles & work in
buildings machinery equipment progress Total
Shs’000 Shs’000 Shs’000 Shs’000 Shs’000
At 31 December 2007
At cost or revaluation 5,120,277 1,450,405 189,586 76,060 6,836,328
Accumulated depreciation (1,035,808) (1,080,609) (129,102) - (2,245,519)
Translation differences (475,879) [1,941 (23,362) (79) (487,379)
Net book amount 3,608,590 381,737 37,122 7598l 4,103,430

In the opinion of the directors, there is no impairment of property, plant and equipment. Land and buildings for Tourism Promotion
Services (Tanzania) Limited & Tourism Promotion Services (Zanzibar) Limited were last revalued on 31 December 2004 while
those of Tourism Promotion Services (Kenya) Limited were revalued on 2 January 2006 by independent professional valuers. The
valuations were carried out by Gimco Africa for Tanzania and Zanzibar; and C.P. Robertson-Dunn for Kenya. Both companies are

independent professional valuers.Valuations were made on the basis of earnings for existing use.

The book values of the properties were adjusted to the revaluations and the resultant surplus net of deferred income tax was
credited to the revaluation surplus in shareholders’ equity.

If the buildings and freehold land were stated on the historical cost basis, the amounts would be as follows:

Cost
Accumulated depreciation

Net book amount

Prepaid operating lease rentals

At start of the year
Amortisation charge for year

At end of year

Cost of prepaid operating lease rentals
Accumulated amortisation

Group
2007 2006
Shs’000 Shs’000
3812167 3,614,098
(1,010,189) (956,419)
2,801,978 2,657,679
Group
2007 2006
Shs’000 Shs’000
12,893 13,053
(160) (160)
12,733 12,893
Group
2007 2006
Shs’000 Shs’000
15,800 15,800
(3,067) (2,907)
12,733 12,893
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20 Intangible asset - Group

Goodwill
Shs’000
Year ended 31 December 2006
Opening net book amount 733,218
Additions 306,037
Closing net book amount 1,039,255
Year ended 31 December 2007
Opening net book amount 1,039,255
Additions (Note 21) 38614
Closing net book amount 1,077,869

At 31 December 2007
Cost 1,077,869
Accumulated amortisation and impairment -

Net book amount 1,077,869
Impairment tests for goodwill
Goodwill is allocated to the group'’s cash-generating units (CGUs) identified according to country of operation and business

segment.

A segment-level summary of the goodwill allocation is presented below:

2007 2006

Shs’000 Shs’000

Tourism Promotion Services (Kenya) Limited 344,651 306,037
Tourism Promotion Services (Tanzania) Limited 576,345 576,345
Tourism Promotion Services (Zanzibar) Limited 154,671 154,671
Tourism Promotion Services (Mangapwani) Limited 2,202 2,202
1,077,869 1,039,255

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations use cash flow projections
based on financial budgets approved by management covering a five-year period. Cash flows beyond the five-year period are
extrapolated using estimated growth rates. The growth rates do not exceed the long-term average growth rates for the respective
businesses in which the CGUs operate.

Key assumptions used for value-in-use calculations:

Kenya Tanzania Zanzibar
EBITDA margin' 23% 37% 37%
Growth rate? 2% 2% 2%
Discount rate’ 12.3% 12.5% 12.5%

' Budgeted EBITDA margin
2Weighted average growth rate used to extrapolate cash flows beyond the budget period.
? Pre-tax discount rate applied to the cash flow projections.

These assumptions have been used for the analysis of each CGU within the business segment. Management determined budgeted
EBITDA margin based on past performance and its expectations for the market development. The weighted average growth rates
used are consistent with the forecasts included in industry reports. The discount rates used are pre-tax and reflect specific risks
relating to the relevant segments.

TPS EASTERN AFRICA LIMITED
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Business combination

Notes (continued)

On 28 February 2007, the group acquired the remaining 2.66% share capital of Tourism Promotion Services (Kenya) Limited.
The acquired business contributed net profit of Shs 5,628,837 to the group for the period from | March 2007 to 3| December
2007. If the acquisition had occurred on | January 2006, group profit before allocations would have been Shs 7,496,000. These
amounts have been calculated using the group’s accounting policies and by adjusting the results of the subsidiary to reflect the
additional depreciation and amortisation that would have been charged assuming the fair value adjustments to property, plant and

equipment and intangible assets had applied from | January 2007, together with the consequential tax effects.

Details of net assets acquired and goodwill are as follows:

Purchase consideration:
- cash paid

Fair value of net assets acquired

Goodwill (Note 20)

Shs’000
83,229

(44,615)

38,614

The goodwill is attributable to the workforce of the acquired business and the significant synergies expected to arise after the
Group's acquisition of Tourism Promotion Services (Kenya) Limited.

The assets and liabilities arising from the acquisition as at 28 February 2007 are as follows:

Cash and cash equivalents
Property, plant and equipment
Investment in associate
Inventories

Trade and other receivables
Trade and other payables
Retirement benefit obligations
Borrowings

Deferred income tax liabilities

Net assets
Already acquired (97.34%)

Net assets acquired (20.18%)

Purchase consideration settled in cash

Cash outflow on acquisition

Investment in subsidiaries (at cost)

Fair Acquiree’s
value carrying
amount
Shs’000 Shs’000
151,648 151,648
2,442,986 2,442,986
25,472 25,472
119,550 119,550
415915 415915
(413,599) (413,599)
(107,135) (107,135)
(413,250) (413,250)
(544,304) (544,304)
1,677,283 1,677,283
(1,632,668)
44,615
83,229
83,229

The company's interest in its subsidiaries (Tourism Promotion Services (Kenya) Limited — TPS (K), Tourism Promotion Services
(Tanzania) Limited —TPS (T),Tourism Promotion Services (Zanzibar) Limited —TPS (Z),Tourism Promotion Services (Mangapwani)
Limited — TPS (Mgp), Tourism Promotion Services (South Africa) (Pty) Limited - TPS (SA) and Tourism Promotion Services
(Management) Limited - TPS (M) all of which are unlisted and all of which have the same year end as the company, were as

follows:

TPS EASTERN AFRICA LIMITED
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Notes (continued)

22 Investment in subsidiaries (at cost) (continued)

The movement in investments in the year is as follows:

TPS(K) TPS(T) TPS(Z) TPS(Mgp) TPS(SA) TPS(M) Total
Shs’000 Shs’000 Shs’000 Shs’000 Shs’000 Shs’000 Shs’000
At | January 2006 63,176 1,045,470 268,015 45,795 - - 1,422,456
Additional investment 682216 171,298 169,408 - | - 1,022,923
At 3| December 2006 745,392 1,216,768 437,423 45,795 | - 2445379
At | January 2007 745,392 1,216,768 437,423 45,795 | - 2445379
Additional investment 83,229! = = = - - 83,229
At 31 December 2007 828,621 1,216,768 437,423 45,795 - 2528608
Country of Incorporation Kenya Tanzania Tanzania Tanzania  South Africa Kenya
% interest held — 2007 100% 100% 100% 100% 100% 75%
% interest held - 2006 97.34% 100% 100% 100% 100% 75%

Tourism Promotion Services (Kenya) Limited (TPS(K)) is an owner and operator of hotel and lodge facilities in Kenya, serving the

business and tourist markets. On 28 February 2007, TPS Eastern Africa Limited acquired the remaining 2.66% on a cash basis.

In the opinion of the directors, there has been no impairment of any of the investments.

23 Investment in associate (Group)

At start of the year

Share of associate results before tax
Share of tax

Net share of results after tax

At end of year

The Group's interest in the associate, Mountain Lodges Limited, whose principal business is to provide lodge facilities for tourists,

and is incorporated in Kenya is follows:

% interest

2007
Mountain Lodges Limited

2006
Mountain Lodges Limited

TPS EASTERN AFRICA LIMITED
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2007 2006
Shs’000 Shs’000
25472 21518
7,350 6,074
(2,508) (2,120)
4842 3954
30,314 25472

Assets Liabilities Revenues Profit

held Shs’000 Shs’000 Shs’000 Shs’000
299 44,183 14,323 28,238 4842
299 42,501 16,316 2541 | 3,954
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Receivables and prepayments

Trade receivables — third parties
Less: provision for impairment of receivables

Trade receivables — related companies (Note 28)

Net trade receivables

Prepayments

Advances to related companies (Note 28)
Current income tax

Other receivables

Movements on the provision for impairment

At start of year
Provision in the year

Receivables written off during the year as uncollectible

At end of year

Cash and cash equivalents

Cash at bank and in hand
Short term bank deposits

Notes (continued)

Group Company
2007 2006 2007 2006
Shs’000 Shs’000 Shs’000 Shs’000
891,226 505,356 - -
(54,232) (35,406) - -
2,373 2,084 - -
839,367 472,034 - -
38,566 22,462 - [,125
82,806 84,818 167,884 5392
19 19 19 19
71,621 51,451 1,977 1,969
1,032,379 630,784 169,880 8,505
of trade receivables are as follows:
Group Company
2007 2006 2007 2006
Shs’000 Shs’000 Shs’000 Shs’000
35468 29,451 - -
26,429 13,108 - -
(7,665) (7,153) - -
54,232 35,406 - -
Group Company
2007 2006 2007 2006
Shs’000 Shs’000 Shs’000 Shs’000
129,701 135,833 - -
31,297 43,725 - -
160,998 179,558 - -

The weighted average effective interest rate on short-term bank deposits at the year-end was 4 % (2006: 4 %). These deposits

have an average maturity of 30 days.

For the purposes of the cash flow statement, cash and cash equivalents comprise the following:

Cash and bank balances as above
Bank overdrafts (Note [4)

Group
2007 2006
Shs’000 Shs’000
129,701 135,833
(150,459) (13,751)
(20,758) 122,082

TPS EASTERN AFRICA LIMITED
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Notes (continued)

Payables and accrued expenses

2007

Shs’000

Trade payables 618,598
Trade payables — related companies (Note 28 ) 3,069
Advances from related companies (Note 28) 18,177
Dividends Payable 166
Accrued expenses and other payables 251,660
891,670

Group Company

2006 2007 2006

Shs’000 Shs’000 Shs’000
455,856

3,459 - -

10,084 - -

100 166 100

141,727 4,722 1,248

611,226 4,888 1,348

The carrying amounts of the above payables and accrued expenses approximate to their fair values.

On 28 February 2007, the company acquired the remaining share in Tourism Promotion Services (Kenya) Limited from minority
shareholders who did not take up the share swap offer made in 2006. Under the legal terms of the transaction, Tourism Promotion
Services (Kenya) Limited received the full consideration from the company and is holding the amount for a period of three years

pending claims by the former shareholders’.

Amounts paid during the year are as follows:

At start of year
Additional liability
Payments made

At end of year

Cash generated from operations

Reconciliation of profit before income tax to cash generated from operations:

Profit before income tax

Adjustments for:

Interest expense (Note 8)

Depreciation (Note |8)

Amortisation of prepaid operating lease rentals (Note |9)
Profit on sale of property, plant and equipment
Share of profit from associates (Note 23)
Effect of currency translation

Changes in working capital

- receivables and prepayments

- inventories

- payables and accrued expenses

- provisions for liabilities and charges

Cash generated from operations

TPS EASTERN AFRICA LIMITED
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2007 2006
Shs’000 Shs’000
80,910 -
(9,969) -
70,941 -
Group
2007 2006
Shs’000 Shs’000
617,380 498,605
145,883 161,715
216912 205973
160 160
(2,848) (3,593)
(4,842) (3,954)
1,873 36,364
(401,595) (14,533)
(23,137) (4,261)
280,444 134,806
4,208 1,161
834,438 1,022,443
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i)

iv)

Notes (continued)

Related party transactions

The group is controlled by Aga Khan Fund for Economic Development SA, incorporated in Switzerland. There are various other
companies which are related to the group through common shareholdings, common directorships or through management

contracts.

The following transactions were carried out with related parties:

Sale of goods and services to:

Mountain Lodges Limited

Diamond Trust Bank Kenya Limited

Farmer's Choice Limited

Frigoken Limited

The Jubilee Insurance Company Limited
Directors & key management

TPS (Uganda) Limited

Tourism Promotion Services (Rwanda) Limited
Arusha Duluti Limited

Mbuzi Mawe Limited

Purchase of goods and services from:
Farmer's Choice Limited

Premier Food industries Limited

The Jubilee Insurance Company Limited

Serena Tourism Promotion Services S.A.

Key management compensation

Salaries and other short-term employment benefits

Directors’ remuneration

Fees for services as directors

Other emoluments (included in key management compensation above)

Total remuneration of directors of the Company

2007 2006
Shs’000 Shs’000
14,276 5,660
1,555 1,402
26 270

- 8l

3,784 3,177
[,155 1,621
2,063 2,051
6,827 -
1,321 1,314
2,764 2,749
2007 2006
Shs’000 Shs’000
32,621 32,261
l,166 1,130
1,285 460
120,840 102,551
59,020 51,096
1,035 1,035
32,250 25,595
33,285 26,630

Outstanding balances arising from sale and purchase of goods/services from other related parties

Receivables from other related parties
Diamond Trust Bank Kenya Limited

The Jubilee Insurance Company Limited
Payables to other related parties
Farmer's Choice Limited

Premier Food industries Limited
The Jubilee Insurance Company Limited

2007 2006
Shs’000 Shs’000
550 298

1,823 1,786
2,373 2,084
2,816 2,985

134 430

19 44

3,069 3,459

TPS EASTERN AFRICA LIMITED
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Notes (continued)

Related party transactions (continued)

vi) Outstanding balances arising from sale and purchase of goods/services from related parties

vii)

2007 2006
Shs’000 Shs’000

Receivables from related parties
Mountain Lodges Limited 1,008 -
TPS (Uganda) Limited 108 18,421
Hotel Polana, SARL. 64 -
Arusha Duluti Mountain Village 51,610 42,493
Ol Pejeta Ranching Ltd - Hotel Division - 3,574
Mbuzi Mawe Limited 30016 20,330

82,806 84818
Payables to related parties
Mountain Lodges Limited 13,676 8,797
TPS (Uganda) Limited 9267 572
Serena Tourism Promotion Services S.A. - 701
Hotel Polana, SARL. - 14
Ol Pejeta Ranching Ltd - Hotel Division 3,534 -

18,177 10,084
Loans to directors of the Company 2007 2006

Shs’000 Shs’000

At start of year 2,486 920
Loans advanced during the period - 5932
Loan repayments received (2,486) (4,366)
At end of year - 2,486
Less: current portion - (2,486)

Non-current portion

The loans advanced to directors and key management have the following terms and conditions:

Amount Term Security
2007 Shs’000 Years Shs’000
Loan balance - - -
2006

Loan balance 2,486 5 4,392

No provisions for impairment losses have been required in 2006 and 2007 for any related party receivables.
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Notes (continued)

29 Contingent liabilities

30

At 31 December 2007, Tourism Promotion Services (Kenya) Limited had given guarantees amounting to Shs 4,560,000

(2006: Shs 4,460,000) to banks on behalf of third parties for supply of goods and services.

Tourism Promotion Services (Kenya) Limited is a defendant in various legal actions. In the opinion of the directors and after taking

appropriate legal advice, the outcome of pending actions will not give rise to significant liability.

As at 31 December 2007, Tourism Promotion Services (Tanzania) Limited was a defendant against various claims raised by the

Tanzania Revenue Authority (TRA).

In the opinion of the directors, after taking appropriate legal advice, no material liabilities are expected to crystallise from these

claims. Consequently no provision has been set against the claims in the books of accounts.

Commitments

Capital commitments

Capital expenditure contracted for at the balance sheet date but not recognised in the financial statements is as follows:

Property, plant and equipment

Operating lease commitments

Not later than | year
Later than | year and not later than 5 years
Later than 5 years

Group
2007 2006
Shs’000 Shs’000
- 73,700

Group
2007 2006
Shs’000 Shs’000
998 998
3993 3993
53,111 54,109
58,102 59,100
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TPS EASTERN AFRICA LIMITED

Form of Proxy

appearing on the Share Certificate of .__________________________________________ being a member/members of the above
named Company, hereby appoint - - -
_____________________________________________ of oo ___________andfailing him,
_____________________________________________ of . ___________asmylour proxy to vote for me/us and on
my/our behalf at the Annual General Meeting of the Company to be held on Friday, 30th May 2008 at 2.30 p.m. and at any

adjournment thereof.

Signed this________________ dayof ... 2008
SIGNATURE: ..

NOTES:

l. If you so wish you may appoint the Chairman of the meeting as your proxy

2. To be valid, this Form of Proxy MUST be returned to the Company Share Registrars, Image Registrars, 8th floor;
Transnational Plaza, Mama Ngina Street, P O Box 9287 — 00100 GPO Nairobi, Kenya, not less than 48 hours before
the time fixed for the meeting .

3. A person appointed as a proxy need not be a member of the Company.

4. In the case of a member being a Limited Company/Corporation, this form of Proxy must be completed under its seal
or under the hand of an officer or attorney duly authorised in writing.

5. In the case of joint holders, the signature of any one of them will suffice but the names of all joint holders should be

stated.

KATA HAPA

d
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Please afix
Stamp here
Image Registrars,
8th floor, Transnational Plaza, Mama Ngina Street
P O Box 9287 — 00100 GPO
Nairobi, Kenya
FOLD 2
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