
The combined effect of the lower property valuation gains and deferral of recognition of realized gains on disposal of GenAfrica 
Asset Managers Limited was a decline in the Group’s consolidated net profit by 67%, from KES 8.2 billion in the prior year to 
KES 2.7 billion. 

Despite the decline in overall profitability, the Group’s beverage business reported a 6% year on year increase in revenues, 
on the back of volume growth. The business recorded an overall 18% growth in profitability, reflecting this revenue growth, 
lower finance costs and the effect of capital allowances on income tax expense, following the significant capital investment in 
a PET and RGB line.

The Group successfully exited its remaining 25% stake in Platcorp Holdings Limited in December 2017, resulting in a realised 
gain of KES 1.4 billion at the holding company level and KES 673 million at consolidation level (after adjusting for cumulative 
share of profits in the Group accounts). In the prior year, the Group had completed a partial 8% exit that had resulted in a 
gain of KES 578 million at the holding company level and KES 432 million at consolidation level. The cumulative gain of KES 2 
billion over the cost of investment and the IRR of 36% over the investment holding period speaks to our track record in growing 
shareholder wealth through an optimal investment strategy, portfolio management and successful exits. 

The combined performance of the financial services portfolio was impacted by a net loss reported by Sidian Bank Limited as 
this was the full year of implementation of interest rate cap regulations. Year on year, the bank’s interest income declined by 
33% from KES 2.8 billion to KES 1.9 billion. However, initiatives put in place over the last year to grow its non-funded income are 
already bearing fruit. Non-funded income grew by 30% over the prior year. This growth is projected to accelerate as the bank 
focuses on providing trade finance solutions to its customers. The success of this focus has been seen in the growth of trade 
finance balances by over five (5) times since June 2017. To support this growth, Centum has fully subscribed to a recent rights 
issue that will result in a capital injection of KES 1.2 billion. 

The Group incurred higher consolidated finance costs in the year on account of facilities that were closed in September 2016 
and which therefore only accrued interest for part of the year. 

ii. Company performance
The Company recorded an 18% decrease in investment income from KES 4.3 billion in the prior year to KES 3.5 billion in the 
year ended 31 March 2018. The decline was primarily driven by lower realised gains from disposal of investments as explained 
above. Had the realised gains from the disposal of GenAfrica Asset Managers Limited been booked, the Company’s profit would 
have been 42% higher than prior year. Dividend income however grew by 15%, from KES 1.8 billion in the prior year to KES 2 
billion in the financial year ended 31 March 2018. The Company’s operating costs were at 1.3% of total assets against a cost 
efficiency cap of 2% of total assets. Operating expenses included some one-off costs that were incurred as part of business 
development activities. Stripping off these one-off costs, recurrent operating expenses decreased by 15% and stood at 1.0% 
of total assets.

iii. Investment activity
In the financial year, Centum deployed KES 2.6 billion as equity and debt investment in its portfolio. The segmental analysis of 
the investment activity is set out below:

KES Mn
Real estate 1,799
Development portfolio 741
Growth and marketable securities 24

2,564

The major investment in real estate relates to a KES 1.4 billion payment upon completion of the acquisition of the Vipingo 
property. 

B. REDEMPTION OF KES 4.2 BILLION CORPORATE BOND
Centum redeemed its KES 4.2 billion Corporate Bond that matured in September 2017. Investors in the equity linked component 
(ELN) of the bond received an additional KES 191 million, representing a total equity upside of 15 percent of the par value in 
line with the terms of the issue, which translated to an annual internal rate of return of 14.9 percent for ELN investors. The 
Company also retired a KES 3 billion facility from Rand Merchant Bank (RMB) which was set to mature in December 2017 and 
subsequently obtained a KES 5 billion facility from RMB which matures over a 4-year period.

A summary of Centum’s long term borrowings is set out below.

The Company’s debt service capacity remains strong with Debt Service Coverage Ratio (DSCR) consistently above the minimum 
level set under its various debt covenants, as summarised below:

The overall gearing level remains below 30% against the covenant ceiling of 50%, with Long Term Debt to Equity ratio declining 
to 23% (FY17: 31%).  

During the financial year ended 31 March 2018, Global Credit Rating affirmed Centum’s credit rating of A (long term) and A1 
(short term) with a positive outlook, primarily citing the Group’s substantial value enhancement as evidenced by more than 
three times growth in Net Asset Value under the current strategy period.  

C. OUTLOOK
Our real estate portfolio has seen increased market activity and interest since the beginning of this calendar year. We have put 
in place a robust development program focused on delivering market validated real estate products in our three development 
sites. The growth outlook for a majority of the underlying companies in our Growth Portfolio is positive and we have developed 
a robust deal pipeline that we are looking to conclude in the financial year ending 31 March 2019.

On the development portfolio, we are on course to open Sabis International School – Runda in September 2018, targeting 
enrolment of 250 students by the end of the first academic year. 
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