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GROUP PROFILE

TA Holdings is an investment holding company. The GroupQOs interests consist of investments in short term insurance, life
assurance, hotels and agrochemicals. The company was founded in 1935 as Tobacco Auctions Limited (hence TA). It was
listed on the Zimbabwe Stock Exchange in 1964. The Group has a small corporate head office which is responsible for making
investment decisions and other capital allocation decisions for the Group. Managers of the core business units have operational
decision-making responsibilities and accountability. This gives them the authority which should result in operational efficiency.

DIRECTORS

S Mutasa A J Hermann H A G Bhadella W H Turpin O Majuru
¥

¥ ¥

F Daniels J K Bucknor P W T Chipudhla D B McDevitt

SENIOR MANAGEMENT- CORPORATE HEADS D OPERATING UNITS

OFFICE O Majuru Group Chief Executive Cresta Hospitality
B P Nyajeka Group Finance Director E K Moyo Managing Director - Zimnat Lion Insurance
A Makonese Group Financial Controller M Sachak Group Chief Executive TA Insurance

D A Nganunu Managing Director - Botswana Insurance Company
G Kihuguru Managing Director - Lion Assurance Uganda

Dr R Dhafana Managing Director - Zimbabwe Fertiliser Company
J Mhunduru  Acting General ManageSable Chemical Industries

G Gore Chief Operating OfficerAON

B Moyo Managing Director - United Refineries Limited

L Magorimbo  General Manager - Zimnat Life Assurance

O Matingo General Manager - Grand Reinsurance

F Ngwenya  Chief Operating OfficerCresta Zimbabwe

G Kupe Chief Operating OfficerCresta Marakanelo



T A Holdings Limited « Annual Report «+2005

LI ) - = i
P T T S T T S T
" . l.ulul.'ullul.l '..lululullnl.

The following are the operating companies in which TA has direct and indirect shareholding:

Effective
Shareholding Principal activity

Name of company




T A Holdings Limited « Annual Report «+2005 {%‘ 5

For The Year Ended 31 December 2005

Historical Cost

Group

2005 2004
Group Summary $ billions  $ billions
Turnover 1139 251
Operating profit * 1331 57
Profit before tax * 1352 62
Profit attributable to shareholders * 1038 31
Net asset value 2209 83
Ordinary Share Performance($)
Headline earnings per share * 6 036 192
Headline earnings per share 3 645 -
Diluted earnings per share* 5168 192
Diluted earnings per share 3121 -
Net asset value per share 13 651 510
Market price at year end per ordinary share 3300 140
Intrinsic value per share 25 381 1829

* including fair value adjustment of hotel properties

Basic Earnings Per Share Group Profit Before Tax
$

$ Billions $ Billions

10 000 10,000 10,000

1000 1,000

100 100 100
10 I I 10 I 10
0 I 0 I I 0 o .
01 02 03 04 05 01 02 03 04 05 01 02 03

1,000

04



T A Holdings Limited « Annual Report «+2005

For The Year Ended 31 December 2005

Historical Cost

Group

2005 2004
Group Summary US$000 US$000
Turnover 38 856 49 166
Operating profit * 45 411 11 194
Profit before tax * 46 146 12 220
Profit attributable to parent shareholders * 33339 6 082
Net asset value 26 118 16 178
Ordinary Share Performance(Cents)
Headline earnings per share* 20.6 3.76
Headline earnings per share 12.44 -
Diluted earnings per share* 17.64 3.76
Diluted earnings per share 10.65 -
Net asset value per share 16.14 8.91
Market price at year end per ordinary share 3.90 2.74
Intrinsic value per share 30 32

* including fair value adjustment of hotel properties

Basic Earnings Per Share Group Profit Before Tax

USS$ ( millions ) US cents US$ ( millions )
50 21.0 50
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40 40
15.0
30 30
12.0
20 & 20
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10 10
3IOI II I
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US Dollar Conversion Exchange rates used
2005 -Z7$29 302 2004 -Z$5106 2003 - Z$2 075 2002 -Z$500 2001 -Z$155
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Dear Partners My brief retrospective about TAOs results

As | pen this statement, Zimbabwe has earned a ODdihielssinking character of the Zimbabwe dol
FirstO in the subjects of hyper inflation and gross domestigjests that the principal challenge in me
product growth. Zimbabwe suffered from both the highestir objective and becoming a continen
inflation rate in the world and the lowest economic growltivestment Company is to measure profitabi
rate in 2005. Last week we received official confirmatiomeal monetary terms.

that our inflation rate has crossed the 1 000% threshold. To

say that we are flying on a hot and painful rocket is a bitbé encouraging performance of 2005
an understatement. Until we kill inflation and, with it, theest in the infancy of this millennium, crea
completely unworkable price distortions that are nawe confidence that we are now structured to grow and
completely out of control in Zimbabwe, this situation wékhieve our ambitions.

not abate. We have to work together to find the will to make

the right decisions. Our problems are Our caution stems from our belief that

Y
difficult to resolve nor are we devoid ¢ OZImbabwe should the expression of our growth, result

solutions. What is lacking, | believe, is from high inflation rates and a collapsing

suffered from bg
the highest inflatig
rate in the worlg

combination of the courage to put econo exchange rate, it is a chimerical benefit

first and the will to implement accordingl and for our country, unsustainable.
What are TAOs challenges in its missio and the lowest The operational turnaround of
prosper in these hyper inflationary times economic gro transforming 20040s Z$20 billion trading
My answer to this question starts witt | gzii=) 19] 240/0)5) . loss into a Z$38 billion trading profit
commentary on TAOs 2005 results. TA heralds a new era focusing on operational
historical cost accounting results were its best since 1984cellence within TA. The positive nature of these first
both Zimbabwe Dollars and US Dollars. In US dollar ternsteps does not disguise the fact that our operating profit
at the official or interbank rates, in 2005 we recorded a popfility requires improvement in both its quantum and its
of US$ 33,339,000. The second best net profit resultsbasistency.
occurred in 1990 with profit of US$ 9,129,115 followed by
the 1982 net profit results of US$ 7,673,735. Zimnat Lion disappointed with a second consecutive year
of underwriting losses albeit somewhat offset in 2005 with
Allow me to share some other interesting historical statisttos.contribution of AIG. Operating profits in our Hotels
In 1980 | US Dollar was worth 62 Zimbabwe cents. 1 di8sions were modest whilst Sable Chemicals® modest profit
Dollar was less than 1 Zimbabwe Dollar in 1982. In fawdsks the harsh reality of massive asset impairment due to
it was worth 92 Zimbabwe cents. But, the ominous slidéhefunaffordability of even basic repairs and maintenance.
the external value of the Zimbabwe Dollar was underwaje tragedy of Sable was further exacerbated by the high
By 1990 1 US Dollar was equal to 2.63 Zimbabwe Doltarst experience of proposed industry consolidation,
and we closed 2005 with an official exchange rate of Z#Bdasonable delays in pricing decisions and an inability to

588 to the US Dollar. It just seems crazy. finance the import content to realize full production capacity.

To say that it is tough for a company to increase its earnifigscan and will do better.

or profits in real terms when the currency in which mostAd an investment holding company, in principle, there are
its assets are denominated declines against the US Dolllaress sources of profits: (a) operating profits; (b) investment
an annualized rate of 60.47% or a cumulative decline afdiis; and (c) profits created or recognized as a result of

643 125.81% over 25 years is a self-evident propositimporate action at TA itselfNacquisitions, subscriptions
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for shares, retirement of debt, etc. Hyperinflation adds Wwe equity portfolio of Botswana Insurance Company,

other sources of profits: (i) revaluation of existing assetssatatted on the advice of Trans Industries delivered a tota
(i) translation gains arising from the foreign exchange garess return (unrealized capital gains and losses, realize
from translating foreign assets into Zimbabwe Dollars. Quapital gains or losses, plus dividends received) in 2005
profit from revaluation was US$6,270,086; our profits fréh.25% in Rand terms, 72.23% in Pula terms, and 33.45¢
translation gains was US$101,161; and our profit fronUS Dollar terms. To provide some perspective, the top
corporate action in the form of acquiring AIG Zimbabw&outh African unit trust (out of 405 surveyed)NInvestec

the reinsurance book of Swiss Re, and transferring our Hotehmodity ANdelivered a total Rand denominated return

portfolio to Grand Re was US$6,769,672. Investment gaiiii8.42% in 2005 and the 10th best unit trustNIStanlib Gold
amounted to US$2,225,753. Revaluation and translafiatelivered a total Rand denominated return of 51.14%
gains are a measure of TAOs ability to withstand (theuary 15 2006 issue of Business Times Money), the t

hyperinflationary hurricane blowing i 2005 fund in Botswana delivered a total Pula

Zimbabwe. Unfortunately, they do ng OOUI’ denominated return of 56.03% (December

generate cash. The geographical spres 2005 Asset Manager Watch of Alexander

investment
teams deliverd
very respectal

our assets and our large equities and prog Forbes Financial Services), and the top US

portfolio give us great balance sheet she mutual fund (or unit trust) registered with
Yet, TA is most predictable when most of ine American Securities and Exchange
profits are of an operating or trading natu results for th CommissionNProFunds: Ultra Japan; Inv.N
The truth, however, is that our growi second \/A=2zll delivered a total US Dollar denominated
presence in insurance, reinsurance, and in a row return of 90.57% (January 5 2006 issue of
assurance imply that investment gains or losses Wall Street Journal, Mutual Fund Quarterly
are bound to increase in importance for TA. It follows tHReview). In 2005 the Botswana Domestic Companies Inde
TAOs performance predictability is dependant on it increasanged a total return of 29.11% in Pula terms and the JSE

operating profits. All Share Index returned 47.3% in Rand terms.

A few years ago, both our investments teams and ©A®s merger of its Zimbabwean insurance interests with
operating teams were lackluster. Today, | believe we hhese of AIG promises great possibilities. | hope that the
created a very sustainable investment platform. Qlisciplined AIG underwriting culture and practices can be
investment teams delivered very respectable results fotrtresferred to Zimnat Lion and other TA insurance
second year in a row. companies. The acquisition of the Swiss Re reinsurance
book in Zimbabwe resulted in the establishment of Grand
Zimnat Wealth Managers was among the top markiee who in its maiden year achieved an underwriting profit.
performers as all the funds under management posted retifore of those underwriting profits are expected from Grand
in excess of 1600% (Prosperity Fund- 1732%, Blue &eip Both corporate transactions generated a substantic
Fund B 1731%, Prudent Fund B 1705%, Index Linked famdount of profits in 2005. Zimnat LifeOs focus on attaining
D 1685% and General Equity Fund B 1621%). Funds uaperational excellence through implementation of a number
management grew by 1812% to $1.22 trillion as abBlest in class initiatives such as Six Sigma, Business Proc
December 2005. The unit trusts products were expanBegngineering and Enterprise Risk Management (ERM)
through the acquisition of First Mutual unit trustsbore fruit in 2005 as evidenced by the significant increas
The total assets of the company grew by 1811% to $37 bitlidhe actuarial surplus of 903% compared to 2004.

over the same period.
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We have our fair share of failures at TA. Our biggest failtihe stream of annual predictable high profits to which it

in the TA group of companies is the inability to generatspires. | have every confidence that we now have a team

large amounts of cash from operating activities. That failurgolace that will build on the foundation laid in 2005.

arises from an inability to lower our unit cost of production

to the lowest industry levels in many of our subsidiari@906 will be a very tough year for Zimbabwe and TA.

For example, our insurance businesses incurred unaccepBaibleve remain committed to our mission of creating an

underwriting losses. TAOs insurance companies shouldfristan investment company.

pride themselves on how much market share they have at

the level of net written premiums. They should Hevould like to extend my sincere appreciation and gratitude

measuring themselves in terms of the underwriting profitsall the shareholders, directors, management and staff for

generated. Having said that it is pleasing to note that aastvalued contribution to our Group. Thank you for the

flow from operating activities increased to $274 billionercellent service.

2005 from a cash outflow position of $21 billion in 2004.

However there is a lot of work to be done. | look forward to seeing you my partners at our Annual
General Meeting on 30 June 2006.

Our hotels continue to struggle. The program of

refurbishment in Botswana got off to a slow start. Our

bed stock in Botswana is now among the oldest in markets

such as the Gaborone market and we are losing guests to

better-funded and more profitable hotel group$hingai S Mutasa

Fortunately, our experience in the newer markets of GhaErecutive Chairman

Malawi, and Zambia has all been for the good. Nevertheless

we are engaged in a tough battle in Botswana.

In the case of fertilizers, there is little to add.

Our insurance operation in Uganda is yet to start generating
underwriting profits. Its performance is behind budget.
But, the Ugandan insurance market, for the best-capitalized
companies, remains one of the most profitable insurance
companies in Africa. Lion Assurance Company, the
Ugandan insurance company in which TA has an indirect
economic interest, was recapitalized to make it one of the
strongest insurance companies in Uganda. We hope that
the profitable fruits of that recapitalization will become

evident within the next 18 months.

Unless TA uses the hyperinflationary conditions of
Zimbabwe as a spur to improve dramatically the operating
performances of its subsidiaries and to increase the free

cash flows generated by those subsidiaries, TA will lack
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FINANCIAL REVIEW Zimnat Lion posted an unsatisfactory underwriting loss of
Overview $26.3 hillion restricting Group trading profit to $38 billion or
The Group strengthened its insurance investments durgmgwth of 185%.

the year under review through acquisition of AIG Zimbabwe

Limited (a non-life insurance company) and setting upAsfsociated companiesO contribution to the group profit befor
Grand Reinsurance Company Limited (a reinsurantax was not significant.

company). This acquisition and vertical integration made

significant contributions, both realised and unrealised,Taxation charge increased to $313 billion mainly due to
the Group performance for the year. deferred tax on unrealised investment income.

The purchase of both the SwissRe Zimbabwe assets anfriti@ attributable to ordinary shareholders for the year
AIG Zimbabwe investment book provided additional andcreased by 2 106% to $1.038 trillion on the back of a robu
substantive weight to our investment incom@erformance from investment strategies and income.

The ongoing focus on insurance-based investment sawrtherance
re-capitalisation of Lion Assurance Company in UganBatswana Insurance Company (BICL) reported an
by Botswana Insurance CompanyOs participation anderwriting profit of Pula 3.7 million. This was a decrease
underwriting of a US$4 million rights issueof41% from that of the prior year. However the claims ratio
improved to 49% against 57% achieved in last year. Investme
Cost control initiatives enabled Cresta Zimbabwe to shio@ome grew above expectation.
a 532% profit improvement despite the continued poor
occupancy performance. Cresta Marakanelo profit grewZisyinat Lion recorded an underwriting loss of $26 3 hillion.
54% due to the negative effects of a substantive refurbishif@atwas due to a sharp increase in claims experience for th
programme on occupancies. personal and commercial classes the costs of the merger a
unacceptably high administration expenses. Claims to ne
That the unsatisfactory performance of the agrochemieatned premium was 58% compared to 66% for 2004. Effectiv
companies continued in both volume and revenue teroash flow generation enabled the company to record investmet
highlights the need for timely economic pricing structuresrioome of $432 billion.
be implemented.
Grand Reinsurance Company had a pleasing maiden-trading
Operating Profit year in making an underwriting profit of $1.2 billion. The
Group turnover increased by 354% to $1.138 trillion overdbmpany contributed $631 billion to investment income, of
prior year, which, was above the average inflation of 28&#ch, $483 billion arose from fair value adjustment of the
Trading profits rose to $38 billion whilst realised investmémgestment properties.
gains grew to $188 billion.
Zimnat Life Assurance CompanyOs results continue to b
Unrealised investment income grew by 2 827% over the satmunted on a dividend basis in the Group results. The intentior
period last year. is to consolidate the embedded value of the company from 20C

Sectoral & Geographical Performance

Turnover Trading InvestmentNet Finance Profit

Profit Income Charges Before Tax

$millions  $millions  $millions  $millions  $millions
Insurance - local 425 598 (28 912) 1062998 - 1034 086
Insurance - foreign 578 765 66 294 229 611 - 295 905
Total insurance 1004 363 37382 1292609 - 1329991
Hotels - local 134 192 11841 - (1814) 10 027
Total Hotels 134 192 11841 - (1814) 10 027
Corporate & other - (11 201) - (25 418) (36 619)
Associated - local 47 351
Associated - foreign 1407
Associated total 48 758

Group Total 1138555 38022 1292609 (27232) 1352157
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Hotels CASHFLOW

Cresta Zimbabwe Limited posted a profit before tax of §itte GroupOs cash and cash equivalents increased to $1.060
billion compared to a loss of $252 million in the prior yealion from $3.8 billion in 2004 mainly due to cash generated
This was mainly due to the improved management fodm operating activities and the effect of the depreciation
administration costs. Room occupancy levels of 40% wetbe Zimbabwe dollar on cash and cash equivalents.
11% down on the 45% achieved in the prior year.

OUTLOOK
Associated companies The local insurance companies are expected to benefit from
the total focus by management on best business practices
Group's share of 2005 2004 and execution discipline.
Profit before tax $millions  $millions  change
Sable 9773 4038 142%  The refurbishment of the hotels in the region will be completed
AON 6 503 3093 110% in the last quarter of 2006. Refurbishment programmes for our
ZFC 31858 5117 523% local hotels will occur in 2006.
URL (783) (971) -19%
Cresta Marakanelo 1407 917 53% The future of agro-chemicals is dependent on economic

48 758 12 194 300% pricing decisions being made which empower the respective
companies to invest in output, safety, refurbishment and
Zimbabwe Fertiliser Company (ZFC) was the only assoc&{pansion.
company that performed above average inflation.
TA will continue looking for both regional and local
Sable Chemical Industries not only has to suffer the ongoingstment opportunities.
threat of uneconomic pricing structures, but the negative
effects of compliance to International Financial Reporting OPOSED DIVIDEND
Standards (IFRS). The profit recorded is before the provisiomiew of the need to capitalise insurance, asset management
for necessary repairs and maintenance, which due toatihotels businesses, and managementOs prudent desire to
limited revenue generated were not started and therefetire debt, a conservative final ordinary dividend of $265
under IFRS, could not be provided for in the accountspdfr share is proposed. The dividend is payable on 28 April
the correct maintenance had been implemented un@@06 to shareholders registered in the books of the company
current revenue restrictions the company would haateclose of business on 7 April 2006. In accordance with the

recorded a loss. requirements of IAS 10 the final dividend has not been
recognized as a liability in the consolidated financial
BALANCE SHEET statements at 31 December 2005.

ShareholdersO Equity
Shareholders® equity increased to $1.707 trillion mainly/dUeSTMENTS REVIEW
to net profit retained during the year. INSURANCE SECTOR

Borrowings and Life Assurance Fund Keyratios  ZimnatLion BIC LAC GrandRe
External borrowings increased by $473 billion dueReinsurance ratio  48% 36% 65% 79%
exchange rate movement. There were no new borrowi@sims ratio/NEP 58% 53% 46% 53%
during the year. Loan repayments made during the y&oss expense ratio 20% 16% 59% 1%
amounted to Pula 8.7 million. Combined ratio/NEP117% 93% 362% 80%

Life assurance fund increased from $55 billion last yeafltdNAT LION INSURANCE COMPANY LIMITED

$600 billion due to unrealised gains from shares antd/INAT LION)

properties. The successful consolidation of AIG Zimbabwe into Zimnat
Lion saw the Company consolidate the position as the second

Investments, Property, Plant and Equipment, and Currdargest premium underwriter of short-term insurance. The

assets impact of our investment strategy saw the company lead the

Total assets grew by 1 278% to $5.625 trillion. way in attributable profits.

Group investments increased to $3.617 trillion due to Tiwe unsatisfactory performance in technical underwriting
appreciation of the listed equities in the 4th quarter of 2008ome has been attributed to a focus on Ocash-flow
underwriting® a practice which will change in 2006. In
Property and plant, and current assets increased maindaition the incessant discounting within the market place
a result of the translation effect on foreign currenmsulting from the competitive thrust for cash as opposed to
denominated assets. sound underwriting will eventually threaten the viability of
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the entire industry. We have deliberately refocused ourselvesd ASSURANCE COMPANY OF UGANDA

to a quality underwriting strategy, which may result inlaMITED (LAC)

lower premium income but enhances profitability througfhe 2003 purchase of Pan World Insurance Company and
an expected lower cost experience in reinsurance and cldimgstablishment of Lion Assurance of Uganda Limited
The combined expense ratio target of below 100% ofreqtiired two years of image and brand building and the
earned premium is a key result area for 200fearance of all liabilities agreed at the time of purchase

The claims ratio of 58% showed significant improvemérite positive brand image needed to be supported by ar
over the 66% incurred in 2004 but above our target of Sdpropriate balance sheet and the injection of US$4 million
through Botswana Insurance Company will enable LAC to
The 11% increase in the Gross Expense Ratio from 18fetotiate from a positive Balance Sheet strength.
20% highlights the opportunity for effective cost control
mechanisms. OUTLOOK
The target for 2006 is to achieve a 100% combined expen:
The reinsurance ratio leapt to 48% without a correspondiagio with investment income bringing profitability.
benefit in the claims experience. This is the second key focus
area for 2006. GRAND RE REINSURANCE (PVT) LTD (GRANDRE)
The entry into the reinsurance business was initiated in 2004
The importance of investment income is illustrated by dtsd 2005 witnessed the first year of trading.
23 1/2 times increase on the previous yearsO performance as
a result of a focused and narrow equity strategye pleasing underwriting technical income of Z$1,2 billion
was complemented by a Z$647 billion realization in
OUTLOOK investment income.
The combined entity is carrying excessive cost structures
and this will be dealt with in the first quarter of 2006, tide purchase of the asset/liability book of Swiss Re
cost of which will negatively affect the first half and ti{gimbabwe) and their support in a technical and reinsurance
benefit of which will positively impact on the second. Thaationship provided the impetus of immediate growth.
Company will focus on cost control utilizing Six Sigma
methodologies and coupled with an expected improvite revaluation of property investments contributed Z$483
reinsurance discipline, an improved underwriting technidallion to investment income.
income performance is expected in 2006.
OUTLOOK
BOTSWANA INSURANCE COMPANY (BIC) Reinsurance is a highly technical and capital-intensive
BIC is the leading short-term insurance company basiness and whilst we anticipate substantive growth ovel
Botswana. the next few years we will walk cautiously and conservatively
in 2006. The requirement of absolute security in meeting
The Company, acquired in 2003 continues to grow wiitard currency debt for offshore reinsurance relationships is
investment income enabling expansion into Uganda to tak@re-requisite for growth and a necessity for the insurance
place. The US$4 million investment into Lion Assurangé many of our country®s most valuable assets
Company in Uganda opens substantive opportunity into one
of AfricaOs most profitable and growing insurance markatsINAT LIFE ASSURANCE COMPANY
The re-engineering of Zimnat Life began in June 2004, has
The improvement of claims ratio from 57% to 53% waegun to bear fruit. The transformation of this unit resulted
supported by a reinsurance rate of 36% and a gross exfrens¢he implementation of Six Sigma process disciplines
ratio of 14% resulted in a technical profit of Z$59 billiomith particular emphasis on cost controls and a review of
the product mix of the Company.
Investment income once again out performed expectation

realizing Z$226 billion. Group premium has grown from Z$15 billion to Z$69 billion
or 351% whilst individual premium grew from Z$6.5 billion
OUTLOOK to Z$21 billion or 224%.

The competitive structure of the market requires renewal

focus on service delivery and market communicatidine expense index ratio dropped from 1019% in 2004 tc
106% with a benchmark of 90% projected for 2006.

Six Sigma process will enhance process quality, in [Bitbsequent to year-end, the Company declared both

undenwriting and claims cost control mechanisms and reinsurgiadieyholder and shareholder dividends contributing Z$40

reconcilliations, all of which are key result areas in 2Qiiion to the GroupOs consolidated results.
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OUTLOOK There are encouraging signs that this vital natural asset will be
An expense index of 90%, growth in group premium aaltlired to operate commercially and should this be the case,
new products to be launched should provide sufficient oféeitiend expectancy for 2006 will come second to rehabilitation
of a declining consumer base and reduced individaa refurbishment. We at TA believe that extensive re-
premium for growth to occur. investment will be required over the next two years and this
should be self-financed through appropriate pricing strategies.
HOTEL SECTOR
CRESTA HOSPITALITY (PVT) LTD B (CRESTA  ZFC

ZIMBABWE) TA has an effective shareholding of 22.5% of the Company.
Key statistics 2005 2004  The contribution in 2005 of our share of profits was Z$21
Rooms available 160 967 160 676 billion due primarily to the improved performance of crop
Room occupancy 41% 45% chemicals and affiliated agriculture products.
Average room rate $892368  $175 190

Revpar - accom. Only $363 324 $78 668 OUTLOOK

Revpar - Total revenue $833661 $196 816 The opportunity for improved performance is dependant
on the availability of Ammonium Nitrate for Sable and the

A disappointing year as room occupancy continued its deglif@ng restrictions employed.

from 58% in 2003 to 45% in 2004 and 41% in 2005. Price

inflation adjustments on revenue on both room and totaDN ZIMBABWE (PVT) LTD (AON)

spend greatly assisted in a small profit being generated TAusvns 30,3% of AON, which is recognized as ZimbabweOs

creating refurbishment finance capacity. largest insurance writer.

OUTLOOK After an excellent 2004, 2005 was a disappointing year with
Room occupancy remains the challenge and fresh marketingnder-inflation profit growth of 120%

initiatives will assist throughout 2006. The key relationship

between our cost/price and market related competitive valbe=STA MARAKANELO

will require close attention. Key statistics 2005 2004
Rooms available 216560 218022

We recognize that in order to participate in the perfectedom occupancy 47% 53%

uptown, refurbishment of our properties is essential alwkrage room rate-Pula 444 430

dependant on affordability this will be a key focus areaR@vpar - accom. Only -Pula 210 227

the second half. Revpar - Total revenue -Pula 397 399

ASSOCIATE COMPANIES The decline in occupancy rate from 53% to 47% disguises

SABLE CHEMICAL INDUSTRIES LIMITED (SABLE)  the improved performance of Mowana Lodge, our premier
TA has an effective interest in Sable of 51% but thisnsl award-winning hotel in Botswana.
accounted for as an associate. The company is the sole
manufacturer of ammonium nitrate in ZimbabweThe extensive refurbishment programme that began in 2005

will negatively impact on occupancies in the first half of
Sable continued to be plagued throughout 2005 w2006 with recovery expected in the fourth quarter of 2006.
iniquitous pricing policies, which have all but stopped any
effective repairs, maintenance and refurbishment at Ebgansion opportunities are being investigated with specific
plant. In line with IFRS standards provisions for the abaegerence to the Okavango Delta location.
could not be included and Sable shows therefore a technical
profit instead of its correct loss position. The impairmentL
of the asset is reaching critical levels where safety mbwsmall, investment ultimately uninfluential equity holding,
remains as great a threat to production as do price vialBfitg0% by TA, has been earmarked for disposal in 2006.
and foreign currency non-availability.

The disappointing performance over the last two years is
OUTLOOK despite a rights issue and a lease back sale agreement of
Sable Chemicals if empowered, has a significant contribypieperty.
to the economy of Zimbabwe. The opportunity to expand its
product range, enhance both oxygen and liquid oxygen capacities,
improve volume output of ammonium nitrate and to re-ent®onal B McDevitt
the export market are derivatives of one key factor, viabilityecutive Director - Operations
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2005 2004 2003 2002 2001
Consolidated Income Statement $millions  $millions  $millions  $millions  $millions
Turnover 1138555 251041 51 491 12 283 4 380
Operating profit before finance charges 1330631 57 159 5556 1124 438
Finance charges (27 232) (6 953) (1 613) 61 (18)
Share of associated companies profits 48 758 12 194 18193 1200 956
Taxation (313855) (15 325) (7 443) (724) (447)
Minority interest (61 370) (16 018) (1991) (444) (185)
Preference dividend (8) (25) 7) (6) (6)
Profit attributable to shareholders 976 884 31032 12 695 1211 738
Group Balance sheet
Shareholders equity 1707 122 82 603 35785 4515 2 213
Minority interest 502 177 26 285 4136 4042 1323
Total borrowings 534 385 61 186 31634 852 600
Fixed assets 275371 36 048 15623 6 666 2 223
Current assets 1732903 97 407 69 008 5630 2 168
Current liabilities 2036771 186128 88 282 6 457 2 571
Group Cashflow statement
Cash generated/(used) from operating activities 274 071 (21 210) 19 326 1460 441
Net cash (used) in investing activities (294 791) (38892) (42 200) (1 975) (2 724)
Net cash from financing activities 452 292 29 847 53 856 1024 2 070
Net increase/(decrease) in cash & cash equivale@iB5 690 (29 029) 31308 1156 155
Share performance
Headline earnings per share ($) * 6 036 192 79 8 5
Earnings yield (%) 183 137 159 15 49
Dividend per share ($) 265 - 15.0 0.9 0.6
Dividend cover - times 23 - 5 8 8
Net asset value per share ($) 13651 510 223 28 14
Price/earnings ratio 0.5 0.7 0.6 6.6 2.0
Market price at year end per ordinary share ($) 3 300 140 50 50 10
Market capitalisation ($millions) 534 087 22 658 8092 8 009 1 520
Financial performance
Return on shareholders' equity (%) 44 38 35 27 33
Operating profit margin (%) 117 23 11 9 10
Effective tax rate (%) 23 25 34 30 33
Gearing ratio (%) 24 74 88 19 27
Interest cover - times 49 8 3 - 22
Turnover per employee 479 594 89 690 17 437 3012 1064
Current ratio 0.9 0.5 0.8 0.9 0.8

* Includes fair value adjustment of hotel properties

Definitions

Return on shareholders equityearnings attributable to shareholders as a percentage of closing shareholders' equit
Dividend cover - atrributable earnings per share divided by dividend per share

Price earnings ratio - market value per share divided by attributable earnings per share

Market capitalisation - market value per share multiplied by the number of shares in issue

Gearing ratio - total interest bearing debt as a percentage of total shareholders' equity.






