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CMCO embarks on business transformation to
beost operational efficiency

September L3th: CMC Moturs Groun has assured s shareholders and customers that it is
fmplernenting messures aimad at tans! wming e company Mo & vibrasr and progressiva

player in B

5T Africa,

Tharough the new [nitiatives, the company s seeking to put in place corporate governance
measres, cub unnecessary expendituies znd enhanne ts nsperency inall s operations,

“CMC s going ‘“:muﬁ"'s a tramsformation process which will oritically ook at all areas of
management including procuremant of goads and services,” Group Chief Executive Officer,
My Bt Lay sa%:;
“Our bofttorn ling results i‘:’we been dlsa ainrmg and unaccaptable, We 2re keen on

increasing our market share, which ailov us to teke the war to tha docrstep of our
have been cross-selling to our customers. Our austomers deserve the

highest quality of service at a competitive price,” added zn assertiva Mr., Lay.

He further disclosad that among sther things, OMC 5ad 3 alrazidy embaried on competitive
ue:iJlrw for ali ifs sarvices, with the aupress appioval of the boarg of dire oS,

As part of the overall strategy of transformation which is exnectad o continue with the next:

phase involving the alignmert of funcdons across the rest of the business, the company

made changes o the company Board of Ulrecture, leading to the replacament of Mr Peter

Muthoka with Joal Kibe as boerd Chairman.,

Bili indicated that the move was informed by & survey of senvices offered to the cormpany

fMC Juard
Tre study revesled how Andy Freight Foawsrdars Services overchs arged CMC For fogistics

services n the last five years. As CEQ of aAndy Frel ght Forwarders Services which Is the
iargest supplier of services to CMC, Bil seid, the board felr that Mr Mothoka had a significant

sonflict of interest.

ver the last 12 manths, CME pzid €She 1.17 billian to Andy Freight Forwarders for logistics
services, Bill said that from the audit report, Andy Fraight Forwarders averchargerd CMC
Detwveen Kshs 300 to Kshs 500 million per vear, adding that in some instances, the
avercharge ranged from 10 to 100 times the market rate for specific senvices,
"Managemsnt was of.the opinion that the amount overcharged by Andy Freight Forwarders
couidd be between Kshs 1.5 billion and Ks is billion i the fast five years. Perer Muthoka's
continued chaiting of the board becarne untensble once Shis report was presented,” Lay said,
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the outcome of e internal audiy js fighly regretable ard unforrunsts, the hoarg
YE Tranier and will avedl

Wi is50e i an open #ind ohjec

alhinfermelion nece siy {0 shacahiolders, " he observed,
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izl Bogzre Meating of September B was 3 foilorw-uip & the Sucust 18 meEhing of the
9 frough o managomant

Bonrd of Directors where the fssae of fogistics was

ot em B b i re e, R
oresentstion by Huwe Board,

Lay zaid thal nased on his ralommandations, the bosrd hed glready argroves plans to; meet
3, appoint sdditional supphors or

Anly freight Forwarders Semvices to ciscuss comoatitive m
teainate the existing conbract, The Board glsn directed the midnagement to recover

amounts ovarcharsed by Andy Fraight Forwarders quing back fve yems.
i ¥ B . ¥

the twn of evonts signals the first 100 days since B Layv lolned Caie wiere apart from
carrmissianivg the awdit of SUppiler engagements, he has inoved across the business o

meet employees and suppliers,

The CEQ expressed configsence that Kibe hed the necessary qualivies o take CM0 b greatar

heighits,

He alse said the nesd phases of the transfonmation process would invelve re-invegorating the
OMC workforee 1o deliver quality servicss to its customers. “IUME will now
and telert to reguin customer confidence, grow marker share snd inurease profitabalicy

JUSTEGSE 1SS, e Oupped.

wressed confidence in the board sa7ing it had set the wmpo for the sroper re-

Fif
FCMC Motors to delivar quality senvices 1o s customers and a decsne meturn o

.,.::

He also noted that contrany to repocts in media, the board khad! rested detatn un raoving the
; u

CMC showroom to Sameer Perk ane instead, opted by obilize OO Dropestiss,
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ODPEN LETTER TO CMO SHAREHOLDERS
This fetler to Sharehoigers is interded to set tha record straight regarding the

AUIEFCUS INaccradies reported in the Business Daily article of Sapt 12, 2011

.

The Management of tha CMC Motors Group wishes to inform ali its sharsholders,
suppilers and customers of the appointment of Joel Kamau Kibe a5 Chairman of the
ndependant director as_defined by CMA in section 2.1.4.1 and is
therefura pualified 1o serve as Charman of CMC under section 3 2 {1,

First, the decision to replace CMC Chairmar: Peter Muthoka was reached by the CMC
board of directors at g special BOR held on Sept 8, 5011 after it became evident
there was an obvious , sianifcant conflict of interest with his role as Chalrman of
CHMC_and his pasition 25 _Chafman and CEO of Andy Fraight Forwarders Servives

LAFS ), the largest singls service provider to ClC,

An audit sanctioned by the Board on August 18" which was cariled out hy
management showesd tat Andy Freight Forwarders had overchargad CMC benveen
Kshs 300 to kshs 500 millicn per vear, This overcharge was in some cases 10 to 100
fmes the market {arms fmagth) rate for spacific services, Considering the collusion
between CMC and AFS staff which rezuited in a dubious ‘contracy against which
Andy charged these non compelitive rates, the board requested management to
conduct a comprehensivi (AF5) supphier audit o establish ¥ there had neen any
double invoicing. This review will take placs ovar the next few wesks. Any amotints
overcharged by AFS will be claimed by CMC for immediate celtlement.

Andy Freight Forwarders are the largest single supplier of services te CMC {bilings
for last 12 months of ksh 1.£78iMon) and the board feit in order to retain
independence and integrity Muthoka should be replaced as Chairman, The special
board meeting was called for Sept 8 at the conclusion of the August 18t meeting
waere the issue of excessive logistics costs was initially discussad. Therefore, claims
by Muthoka sources saying he was 'ambushed ‘are unfoundad, he was well aware of

what was to be discussed at the Sept 8% meeting.

The: board was convinced thare was a lack of transparency in the amounts charged
oy CMC by AFS so the hoard gave franagement the approval to further audit the
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DPEN LETTER 70 CMC SMAREHOLOERS
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noard, Joel s an Jf %w;;,» c*;,a.% recior gy o wd IV _CMA i 2040 and s
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- Ar? audlit sanctionsd by the Board

nanagement showed that Andy Freight Farwarders had gvercharged UMC berween
_P.:;h.w 300 to kshs 500 prillion per year, This overcharge was in some sases 10 b 100
tmes the market farms length) rate for specific sarvices. Considering the colieision
Retween CMC ard AFS staff which resulted n 3 cublous ‘conbacy’ against which
Andy charged these non competifive rates, the board requested managemant o
conduct a comprehensive (AFS) supplier audit o estabtish if there had bean any
double invoicing. This review will take place over the next fow weaks, Ay ameunite
overcharged by AFS will be daimed b oy CMC for mmediate setberment,

Angy Frelght Formvarders are ¢ ii;_‘ largest eirale sapolier of services to CMIT {billings
or last 12 months of ksh 1.3 2Bllon and the board feit I order to refuin
‘ependence and integrity Mothoka ﬁ‘nm i be repiaced ag Cha!t‘mnm The spacial

rit meeling was cailad for Sept & ar the cenclusion of the August 185 mesting
where the issue of e ve logistics costs was initially discussed, Therefore, daime
By Muthokes sources saying he was ‘ambushed “ar g mewn led. He was well aware of

i

what was o be discussed at the Sept &7 meeting,
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Whilst the outcome of the Intarnal
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can wall ap ate,
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and AFS which will be dore lster fogay,
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T Was cYer the moving of the

SOVEITITENT a3les. These

The Business Daily reported fhat the bone of contention
LML show roum o Samesr Fark and the ‘outsourcing' o
rhions are tolally untrue and mancgement can contiom that on 18th August
i, after presentation by the CEC, the board reached a unanimous decision to

p 5 and not to omove the showroom The issue regarding
only and the board simply reguest datai
# matiers had baer decided before the sept
s remcvEl as claimed by
tils conflict of interest and

GEGE

for o

+ been tha reasey for Mulho
ki s0urces  He vies voted out as Chairman due t
the sreliminary 2naiysis of excessive bogistics cosls cha

mid b

audit is highly regrettable and untortunate, the

board feels strongly the need to aduress the lssue in an open and obfactive menner
Gy

gl will ayail it
Tt s also important that as a nubiiz company we Bl in line varh the requirements by
the CMA g the  NSE

The Businass Dafly raporters Muthoks supporters cited malice in his remeval, Thie ja
simply not true. He was removed according to CMC Ardicles of Aszociation. The
daectors felt there was need o enswe best praciice i the governance of the
Lompany o ensure the company regains its profitability and market share.

With the rransformation that has afready bequn, we are confident that our targets
0 but about what s

will be met, This Is niet an issue about Peter Muthoka as & perse
gooc for the company and uptimately te shareholders and stakeholders,

The transformation oxercise underway st TMC has a stratogic vislon and will put in
place plans that aim fo revitalize and reinvigoraie the company and to ehsure it is
eguipped to compets
wiil be to ensure good governance and best returns to sharehelders.

y ieading branch

(M s 2 great compeny that boasts a great heritege with an industy
i the Fast Africa

astwork, CMC prides itself as the aaly Histed Car Company acr

RGO,

CMT managemeant wanis to zssure all share Glders thiat we Intend to protect the
mlerasts of ehareholdars and work hard Lo achieve excefient business results, To the
many thousands of CMC shareholders lets ye assirs you of aur dedicarion to take
MO Back to market isaz shit end profitabilivy.
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infurmation NECRAEETY fo shareholdars,

in the challenging environmrent, A mEjor part of the exercise -
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Wiiliany Lay,
Lrowp Managing Direcior,
MO Motors Groug,
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