A AT o A8

R e s

TS e




o J AU R O R N JJHJL L -
fD F- Tea %'Ci’fgt . Kl"‘ & -~ wbcfsusf.s

hag R Tea hoacle .. Limars— Kerys

\ k‘q-(a Table of Contents Page No..

I 5{9 2 Corporate information 1

Zonif Five year recond z2

Con Notice of meeting 3

Chairman’s statement 4.5
Directors’ report 5
Siatement of directors’ responsibilities 7 ::‘
Report of the independent auditors 8 |

Financial statements:

T S

Profit and logs account 9 _

Balance sheei 10 J

~ Statemant of changes in equity t1-12 :
Cash flow statement 13 h

Accounting policies 14-17 r

Notes 18 - 26 '

Principal sharehoiders and distribution schadule 27 "

Proxy form _ 28




The Limuru Tea Company Limited
Corporate Information
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The Limuru Tea Company Limited
Five Year Record

For the year ended 31 December 2004

Industry Statistics

Kenya tea preduction (Tonnes ‘000)

Mombasa auction average price
(US cents per kg)

Limuru Tea Company Limited
Tea production (Tonhes)

Sales (Shs ‘000)

Profit/{loss} before income tax
Income tax {(expense)/credit

Profit/{loss) afier income tax

Dividends (Shs ‘000)

Capital employed (Shs ‘000)

FProperty, plant & equipment and
biclogical assets
Other net assets

Financed by {Shs’000)
Share capital
Reserves

Sharehalders’ funds

Deferred income fax
Long term liabiiities

Earnings/(loss) per share (Shs)

Noies:

.. The comparative figures for2000 ang 2001 have not been restated for the effect of the adoption of JAS 41|
it. The comparative figures fer 3000 haye ot been restated for the effect of the adoption of IAS 17.

2004 2003 2002 2001 2000
324.1 293.7 287 0 294 6 236.6
155 154 149 153 182
811 8265 791 723 605
55,277 57 49 47,654 45,429 56,202
13,898 11,666 2,640 (3,991) 16,998
(4238)  (3.619)  (1,572) 1,008 (5,174)
9,659 8,047 1,068 (2,983) 11,824
(9,000)  (6,000)  (1,800) - (11,000)
28,419 26,940 16,233 14,952 17,518
33,820 33,467 25,394 13,658 23338
62,239 60,407 4,627 28,610 40,856
12,000 12,000 12,000 12,000 4,000
33,937 33,278 19,477 8,919 32,622
45,937 45278 31,477 20,919 36,622
3,501 3,426 787 432 2,014
12,801 11,703 8,363 7,259 2 22
62,239 60,407 41,627 28,610 40,856
16.10 13.41 1.78 {4.97) 19.71
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The Limuru Tea Company Limited
Notice of Meefing
For the year ended 31 December 2004

NOTICE IS HEREBY GIVEN that the EIGHTIETH ANNUAL GENERAL MEETING OF THE
LIMURU TEA COMPANY LIMITED will be held at the Norfolk Hotel, Harry Thuku Road,
Nairobi on Thursday 12" May 2005 at 11.00 a.m. for the following purposes:

1. To recewve, consider and adopt the batance sheet and the financial statements for the
year ended 31% December 2004 and the Reports of the Directors and Auditors thereon.

2. To declare a final dividend.

3. Tore-glect a Director.

Mr. J P Mbogua retires by retation and being eligible, offers himself for re-eleciion in
accordance with Articte 100 of the Company’s Articles of Association.

4. To authorise the directors to fix the remuneration of the auditors,
PricewaterhouseCoopers.

BY ORDER OF THE BOARD

A A Absaloms
COMPANY SECRETARY

1* March 2005

NOTE:

A member entilied fo atffend and vote af the above meeting may appoint a proxy to attend
and vote instead of him/er. A proxy need not be a member of the company. A form of
proxy is enclosed. Shareholders who will not be able fo aftend the meeling are requested fo
complete and refumn it, so as fo reach the Campany Secretary not later than 11.00 a.m. on
Tuesday 10" May 2005.
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The Limuru Tea Gompany Limifed
Chairman’s Staterment
For the year ended 31 December 2004

The Limuru Tea Company Limited owns more than 274 hectares of tea land situated four
Kilometres fo the east of Limuru Town. The company is an ouigrower to Unilever Tea Kenya
Limited, the largest private sector tea company in Kenya. Unilever Tea Kenya Limited acts as
the Limuru Tea Company Limited's managing agent in the growing, manufacturing, sales and
marketing of its teas. The tea estate’s green leaf is manufactured in the nearby Unilever Tea
Kenya Limited's Mabroukie factory from where it is sold to cusiomers in Kenya and overseas.

Tea production

Although total average rainfall in 2004 was lower than 2003, better distribution in most tea
growing areas resulted in excellent growing cenditions. As a result, total Kenyan tea
production finished over 10% above 2003 at an all time record 324,000 tonnes.

The Limury Tea Company Limited did not fare as well as the majonty of Kenyan tea
producers. Our tea crop in 2004 was some 2% below that achieved in 2003 due to 16% lower
rainfail, poor distribution and an extended dry period between May and Ociober.

The tea market

The average Mombasa Auction tea prices in US$ were maintained at or above 2003 levels for
the first half of 2004. However, following a peak in September, the final quarter witnessed a
serious decline with December prices ending somg 10% lower than the stari of the year.
Average auction prices for Kenyan teas in 2004 were static at US$ 1.60 per Kilo.

The glaba! tea market continues to become ever more competitive, with overall production
once again ahead of demand in 2004. important customer countries for Kenyan teas, such
as Egypt and Pakistan, now offer more favourable tariff arrangements for other tea
producing countries such as India and Sri Lanka. With Kenyan costs of production now
amongst the highest in the world, Kenyan fea producers must strive for additiona)
productivily improvements in order to retain our compeiitive position.

Company performance

Our estate operations are managed in ling with Unilever Tea Kenya Limited's best praciica
and in 2004 we produced 3,503,992 kilogrammes of green leaf, which in turn was
manufactured info 819,742 kilogrammes of black tea,

Reduced crop yields and lower tea prices combined with a less favourable Kenya Shilling/US
Daltar exchange rate constrained total revenue to 2004 levels. Casts of production rase by
4%, a commendable perfortmance given lower tea production, an 8% increase in wages and
higher utility charges.

The Limuru Tea Campany Lirnited’s pre fax profits improved to Shs 13.9 miliion from Shs 11.7
miilion in 2003. This increase was largely due to a gain in fair value of the company’s
biclogical assets. The strong cash position of The Limuru Tea Company Limited has enabled
the company 1o pay an interim dividend of Shs 5.00 per share and to recommend a final
dividend of Shs 10.00 per share for 2004.

Prospects

Crop volumes in the first eight weeks of 2005 hava been much lower than the same period in
2004 due to iack of rainfall in fate December, January and February. US§ tea prices have
started the new year some 10% lower than in 2004 due to the high volumes of tea avaitable in
global markets. The appreciation of the Kenya Shilling after November 2004 and the increase
in input casts will put additional pressure on profitabiiity,
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The Limuru Tea Company Limited
Chairman’s Statement
For the ysar ended 31 December 2004

Prospects {continued)

Against this background of uncertain weather and low tea prices combined with a stronger
Kenya Shilling, the concem for our business wilt continue o ba the containment of operating
cosls, wags inflation and the ongoing cost of providing welfare benefits.

Tribute to staff

Finally, { would like to pay fribute i all our employees for their support and conftribution to The
Limuru Tea Company Limited during 2004, 2 year of ongoing chaflenge for cur business.

R A Fairburn
CHAIRMAN

1% March 2005
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Aany Limited

. 31 December 2004

ibmit their report together with the audited financial statements for the year
amber 2004, which disclose the state of affairs of the company.

ATION
pany is incorporated in Kenya under the Companies Act and is darniciled in Kenya.
JIPAL ACTIVITIES
+ principal activity of the company is the growing of green leaf tea.
RESULTS AND DIVIDENDS
The net profit for the year of Shs 8,858,000 has been added to retained earnings. The
directars recommend the approval of a final dividend of Shs 6,000,000 (2003: Bhs
8,000,000},
PIRECTORS

The directors who held office during the year and to the date of this repart are noted on
page 1.

AUDITORS

The company’s auditors, PricewaterhouseCoopers, continue in office in accordance with
Section 158(2) of the Companies Act.

By order of the board

A A Absaloms
COMPANY SECRETARY

1% March 2005




The Limuru Tea Company Limited
Statement of directors’ responsipifities
For the year ended 31 December 2004

The Companies Act requires the directors to prepare financial staiements for each financial
year that give a true and fair view of the state of affairs of the company as at the end of the
financial year and of its profit or loss. It also requires the directars 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 reasonabile and prudent
judgements and estimates, in conformity with Inlernational Financial Reporting Standards
and the requirements of the 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
company and of its profit. 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 adequaie systems of internal financial control.

Ncthing has come to the attention of the directors to indicate that the company will not
remain a going concern for at least the tweive months from the date of this statement.

R A Fairburn J P Mbogua
Director Director
1st March 2005
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMEBERS OF THE LIMURU TEA
COMPANY LIMITED

We have audited the financial statements of The Limuru Tea Company Limited for the year
ended 31 December 2004, set out on pages 9 to 26.

Respective responsibilities of directors and auditors

The directors are responsible for the preparation of financial statements as described on
page 7. Our responsibility is to express an independent opinion on the financial statements
based on our audit.

Basis of opihion

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we plan and perform our audit to obtain reasonable assurance that
the financial statements are free from material misstatement. An audit includes an
examination, on a test basis, of evidence supporting the amounts and disclosures in the
financial siatetments. [t also includes an assessment of the accounting poficies usad and
significant estimates made by the directors, as well as an evaluation of the overall
presentation of the financial statements.

We have obtained all the information and explanations that 1o the best of our knowledge and
belief were necessary for the purpose of our audit and we believe our audit provides a
reasonabie basis for our opinion,

Opinion

in cur apinion proper hooks of account have heen kept and the financial statements, which
are in agreement with the company’s books of account, give a true and fair view of the state
of the company's financial affairs at 31 December 2004 and of its profit and cash flows for

the year then ended in accordance with international Financial Reporting Standards and the
Kenyan Companies Act,

PricewaterhouseCoopers 1™ March 2005
Certified Public Accountants

Nairobi




The Limury Tea Company Limited
Financial Statements
For the year ended 31 Decamber 2004

Profit and loss account

Revenue

Gain ariging from changes in fair value less
estimated point-of-saie costs of biological assets

Cost of production

Gross profit

Cther operating income
Administrative expenses
Other operating expenses
Operating profit

Finance incame

Profit hefore income tax

tncome tax expense

Profit for the year

farnings per share

- basic and diluted

Dividends:
Interim dividends - paid in the year
Proposed final dividend for the year

Notes 2004
Shs'000

3 56,277

1] 2,744

59,021

(44.852)

14,169

3,487

(3.442)

(717}

4 13,497

6 401

13,898

7 {4,239)

9,859

Shs

8 18.10

Shs’000

3,000
6,000

w o

2003
Shs'000

57,491

157

57,648

(43,785)

13,863
1,705
(3,435)

{725}
11,408

<58

11,666

(3,619)

8,047

Shs

13.41

$hs’'000

&,000




The Limuru Tea Company Limited

Financial Statements
For the year ended 31 December 2004
Balance sheet
Notes 2004
Shs’000
CAPITAL EMPLOYED
Share capital 10 12,000
Revaluation surplus 12 3,206
Retainaed earnings 19,731
Proposed dividends 9 6,000
Shareholders’ funds 45,937
Non-current fiabitities
Deferred income tax 13 3,501 3,426
Post employment benefit obligations 18 12,801 11,703
16,302 15,129
52,239 60,407
REPRESENTED BY
Non-current assets
Property, plant and equipment 14 15,104 15,482
Biotogical assets 15 13,315 11,458
28,419 26,940
Current assefs
inventoties 16 - 1,138
Receivables from parent company 22 35,285 32,419
Current income tax 850 3,657
Cash and cash equivalents 4,106 4455
40,271 41,669
Current liabilities
Payables and accruad expenses 17 8,451 8,202
Net current assets 33,820 33,467
82,239 60,407

The financial statements on pages 9 to 26 were approved for issue by the board of directors
on 1% March 2005 and signed on its behalf by:

R A Fairburn J P Mbogua
Director Diracior

10
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The Limuru Tea Company Limifed
Financial Statements
Forthe year anded 31 December 2004

Statement of changes in equity

Year ended 31 December 2003

At start of year
- as previously reported
- effect of adopting IAS 41

- as restated
Transfer of excess depreciation
Deferred income tax on iransfer

Revaluation of land and buildings
Deferred income tax on revaluation

Net gains recognised directly in equity
Prefit for the year

Total recognised income for 2003
Dividends:

- Final for 2002 paid
- Proposed final for 2003

At end of year

Notas

11

Revaiuation Retained Proposed
Share capital surplus earnings dividends Total
$hs’(000 Shs'0G0 Shs’000 $hs'000 Shs'000
12,000 1,372 15,083 1,800 30,255
- - 1,222 - 1,222
12,000 1,372 18,305 1,800 31,477
- {109) 109 - -
- 32 (32) - -
- 10,791 - - 10,791
- (3,237) - - {3,237)
. 7,477 77 - 7,554
- - 8,047 - 8,047
- 7477 8,124 - 15,801
- - - (1,800) {1,800)
- - {6,000) 6,000 -
12,000 8,849 18,429 6,000 45278

1"




The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Notes
Year ended 31 December 2004
Al start of year
Transfer of excess depreciation

Deferred income tax on transfer

Nei (losses)/gains recognised directly in equity
Profit for the year

Total recognised income for 2004
Dividends:
- Final for 2003 paid

- Interim for 2004 9
- Proposed final for 2004 9

At end of year

Revaluation Retained Proposed
Share capital surplus earnings dividends Total
Shs'000 Shs’000 Shs*000 Shs’000 Shs’000
12,000 8,849 18,429 6,000 45,278
- (918) 918 -
- 275 (275) -
- (643) 643 - -
- - 9,659 - 9,658
- (643) 10,302 - 9,659
- - - {6,000) {6,000)
- - (3,000) - (3,000}
- - {€,000) 6,000 -
12,000 8,208 19,731 6,000 45,837

I
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Cash flow statement

Operating activities

Cash generated from operations
Interest received

Income tax paid

Net cash from operating activities

Investing activities
Purchase of property, ptant and equipment

Proceeds from disposal of property, plant and

equipment

Net cash {used in)/from investing activities

Financing activities
Final dividends for 2003 paid
Interim dividends for 2004 paid

Net cash used in financing activities

{Decrease)increase in cash and cash
equivalents

Movement in cash and cash equivalents

At start of year
(Decrease)/increase

At end of year

13

Notes 2004
Shs’G00

21 9,904
6 401
{1,387)

8,918

14 (673)

406

(267)

9 (6,000)
9 (3.000)

{9,000)

(349)

4,455
{349)

4,108

2003
Shs’000

6,971
258
{4,001)

3,228

172

172
(1,800)

(1,800)

1,600

2,855
1,600

4,455



The Limuru Tea Company Limited
Financial Staterments
For the year ended 31 December 2004

Accounting policies

The principal accounting policies adopted in the preparation of these financial staterments
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 financial statements are presented in Kenya Shillings
{8hs), rounded to the nearest thousand, and prepared under the historical cost
convention as modified by the revaluation of certain property and equipment and the
carrying of biological assets and agricultural produce at the point of karvest at fair
values, less estimated point-of-sale costs.

The preparation of financial statements in conformity with IFRS requires the use of
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting pericd. Although
these estimates are based on the directors’ best knowledge of current events and
actions, actual results ultimately may differ from those estimates.

(b} Revenue recognition

Sales of green leaf tea are recognised upon delivery of products to customers and are
stated net of VAT and discounts.

Interest income is recognised on a time proportion basis that fakes into account the
effective yield on the asset.

(c) Translation of foreign currencies

Transactions in foreign curtenciss during the year are canverted into Kenya Shillings at
rates ruling at the transaction dates. Assets and liabilities at the balance sheet date that
are expressed in foreign currencies are translated into Kenya Shillings at rates ruling at
that date. The resulting differences from conversion and transiation are dealt with in the
profit and loss account in the year in which thay arise.

(d} Property, plant and egquipment

All categories of property, plant and eguipment are initially recorded at cost. Buildings
and freehold land are subseguently shown at market valug, based on triennial
valuations by independent valuers, less subsequent depreciation for buildings. All other
property, plant and equipment is stated at historical cost less depreciation.

Increases in the carrying amount arising on reévaluation are credited to revaluation
surplus. 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 o the profit and loss account) and
depreciation based on the asset’s original cost is transferred from the revaluation
surplus to retained earnings.

14
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Accounting policies {continued)

{d)

(e)

i

)]

Property, plant and equipment {continued)

Other than freehold land, depreciation is calculated on the straight line basis to write
down the cost of each asset, or the revalued amount, to its residual value over its
estimated useful life as follows:

Buildings - in equal instalments over the useful life of the assets not exceeding 40 years
Vehicles - over 4 years

Computers — over 3 years

Plant and machinery, fixtures and fittings — over 14 years

Freehold 'and is not depreciated.

Property, plant and egquipment are pericdically reviewed for impairment. Where the
carrying amount of an asset is greater than its estimated recoverable amount, it is
written down immediately to its recoverable amount.

Gains and losses on disposal of property, plant-and equipment are determined by
refarence to their carrying amounts and are taken into account in determining operating
profit. On disposal of revalued assets, amounts in the revaluation surplus relating to that
asset are transferred to retained eamings.

Biological assets

Biological assets are measured on initial recognition and at each balance sheet date
at fair value less estimated point-of-sale costs. Any gains arising on initial recognition
of biological assets and from subsequent changes in fair value less estimated point-of-
sale costs are recognised in the profit and loss account in the year in which they arise.

All costs of planting, upkeep and maintenance of biological assets are recognised in
the profit and loss account under cost of production in the period in which they are
incurred.

Accounting for leases

Leases where 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.

inventories

Agricultural produce at the point of harvest is measured at fair value less estimated
point-of-sale costs. Any changes arising on initial recognition of agricultural produce at
fair value less estimated point-of-sale costs are recognised in the profit and loss account
in the year in which they arise.

Inventories are stated at the [ower of cost and net realisable value. Cost is determined
by the weighted average method. The cost of finished goods and work in progress
comprises the fair value less estimated point-of-sale costs of agricultural produce at the
point of harvest, the cost of raw materials and direct [abour, and other direct costs and
related production overheads, but excludes interest expense. Net realisable value is the
estimate of the selling price in the ordinary course of business, less the costs of
completion and selling expenses.

The fair value less estimated point-of-sale costs of harvested tea is determined based
on the market prices of the final product, taking into account conversion costs.

15
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The Limury Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Accounting policies {continued)

(h)

(i)

)

Trade receivables

Receivables are recognised initially at fair vaiue 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 conpany will not be
able 1o collect all the amounts due according o the criginal 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.

Employee benefits
(i} Post-employment benefits

For unicnised employees, the company has an unfunded obligation to pay terminal
gratuities urder its Collective Bargaining Agreement with the union. Employees who
resign after completing at l=ast ten years of service are entitled to twenty one days pay
for each compieted year of service. The liability recognised in the balance sheet is the
present value of the estimated future cash outflows, caicutated annually by independent
actuaries using the projected unit credit method. Any increase or decrease in the
provision is taken to the profit and loss account.

The company’s non-unionised employess are members of the Unilever Tea Kenya
Limited defined post-employment benefit scheme. The assets of the scheme are held in
a separate trustee administered fund, which is funded by contributions from both the
company and the empioyees. For this scheme, the pension cosis are assessed using
the projected unif credit method. Under this method the cost of providing pensions is
charged to the income stalement 50 as to spread the regular cost over the service lives
of employees in accordance with the advice of actuaries who carry out a full valuation of
the plan every three years. The pension obligatioh is measurad as the present value of
the estimated future cash outflows. Actuarial gaing and losses are recognised over the
average remaining service lives of employees.

The company and all its non-unionisable employees also contribute to the statutory
National Social Security Fund, which is a defined contripution scheme. The company’s
contributions to this scheme are charged to the profit and loss account in the year in
which they fall due. The company has no further obligation once the contributions have
been paid.

(iiy Other entiflements

Employee entitlements to long service awards are recognised when paid. The
estimated monetary liability for employees’ accrued annual leave entitlement at the
balance sheet date is recognised as an expense accrual.

Income tax

Current income tax is the amount of income {ax payable on the profit for the year
determined in accordance with the Kenyan lncome Tax Act.

Deferred income tax is provided in full, using the liability method, on all temporary

differences arising hetween the tax bases of assets and liabilities and their carrying
values for financial reporting purposes.

16
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Accounting policies {continued)

(1}

(k)

m

{m)

Income tax (continued)

However, if the deferred income tax arises from the initial recognition of an asset or
liakility in a transaction other than a business combination that at the time of the
transaction affects netther 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 deferrad income tax asset is realised or the deferred income tax liability is settled.

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

Dividends

Dividends on ordinary shares are charged to equity in the period in which they are
declared. Proposed dividends are shown as a separate component of equity unil
declared.

Restructuring provisions

Restructuring provisions mainly comprise employse termination payments and are
recognised in the period in which the company becomes legally or constructively
committed to payment. Employee termination benefits are recogrised only after either
an agreement is in place with the appropriate employee representatives specifying the
terms of redundancy and numbers of employees affected, or after individual employees
have been advised of the specific terms. Costs related to the ongoing activities of the
company are not provided in advance.

Comparatives

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

17
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Notes

1 General information

The Limuryu Tea Company Limited is incorporated in Kenya under the Companies Act
as a public limited liability company and is domiciled in Kenya. The company’s shares
are listed on the Nairebi Stock Exchange. The address of its registered office is:

Unilever Tea Kenya Limited Head Office,
Nakuru - Kericho Highway,

PC Box 20-20200

Kericho

2 Financial risk management objectives and policies

The company's activities expose it to a variety of financial risks, including credit risk
and the effects of changes in climatic conditions, prices for its agricultural produce,
foreign currency exchange rates and interest rates. The company’s averali risk
management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on its financial performance.

Financlal risk management is carried out by the treasury department under policies
approved by the Unitever group and Board of Directors, Treasury identifies, evaluates
and hedges financial risks. The group freasury management poficies provide principles
far overall risk management, as welt as policies covering specific areas such as
commodity price risk, foreign exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and investing excess liquidity.

The company has policies in place to ensure that sales are made to customers with an
appropriate credit history.

3 Analysis of revenue by category 2004 2003
Shs’000 Shs’000
Sales of green leaf to Unilever Tea Kenya Limited 56,277 57,491

There is only onie business segment (production of green leaf tea) and one
geographical segment (Kenya), therefore no segment information is presented.

4 Operating profit

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

2004 2003
Shs'000 Shs’000
Depreciation on property, plant and equipment (Note 14) 1,051 241
Repairs and maintenance expenditure on property, plant
and equipment 495 569
Profit on disposal of piant and equipment (406 ) {172}
Aggregate gain arising on initial recognition of biological
assets and agricultural produce at the point of harvest
and from the changes in fair value less astimated
point-of-sale costs of biological assets (Note 15) 2,744 157
Staff costs (Note 5) 32,345 35,349
Auditors’ remuneration 388 310

18
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The Limuru Tea Company Limited
Financial Staternents
For the year ended 31 December 2004

Notes {continued)

5

Staff costs

The following items are included within staff costs:
Retirement benefit costs:

- Gratuity (Note 18)

- Group defined benefit scheme
- National Social Security Fund

The number of persons employed by the company at
the year-end was:

Full fime
Casual

Finance income

Interest income
- Current account with Unilever Tea Kenya Limited

Income tax

Current income tax
Deferred income tax {Note 13)

19

2004 2003
Shs’000 Shs’000
1,683 3,287
168 145
983 817
2004 2003
Number Number
312 31%9
261 208
573 827
2004 2003
-Shs’000 Shs’000
401 258
4,164 4,217

75 (598)
4,239 3,618
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The Limurt Tea Campany Limited
Financial Statements
For the year ended 31 December 2004

Notes (continued)

7 Income tax (continued)

The income tax on the company’s profit before income tax differs from the theoretical
amount that would arise using the basic income tax rate as follows:

2004 2003
Shs’000 Shs’000

Frofit before income {ax 13,898 11,666

Income tax calculated af the statutory income tax rate of 30%

(2003: 30%) 4,169 3,500
Tax effect of:
Expenses not deductible for tax purposes a7 119
Over provision of deferred tax in prior years {27) -
income tax expense 4,239 3,819

8 Earnings per share

Basic earnings per share are calculated by dividing the net profit aitributable to
shareholders of The Limuru Tea Company Limited of Shs 9,658,000 (2003: Shs
8,047,266) by the 600,000 ordinary shares in issue.

There were no potentially dilutive shares outstanding at 31 December 2004 or 2003,
therefore, diluted earnings per share is the same as basic earnings per share.

9 Dividends per share

Praposed dividends are accounted for as a separate component of equity until they
have been ratified at an annual generat mesting. Buring the year, an interim dividend
of Shs 5 per share was paid aut amounting to Shs 3,000,000 (2003: Nil). At the
annual general meeting to be held on 12 May 2005, a final dividend in respect of the
year ended 31 December 2004 of Shs 10 (2003: Shs 10} per share amounting to a
total of Shs 6,000,000 (2003: Shs §,000,000) is to be proposed.

Payment of dividends is subject to withhelding tax at a rate of either 5% or 10%
depending con the residence of the respective shareholders.

10 Share capital Number of Ordinary
shares shares

(Thousands) Shs’000

Balance at 1 January and 31 December 2004 800 12,000

The total authorised number of ordinary shares is 600,000 with a par value of Shs 20
per share, Al issued shares are fully pail.

20

[EEEE S T -

ooy

F

==y



The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Notes {continued)

1

12

13

Prior year adjustment

Adjustment to carrying value of bidlogical assets

Deferred income tax thereon

Prior year adjustment to retained earnings

Revaluation surplus

2004
Shs’000

2003
S$hs’'000
1,748

524

1,222

The revaluation surplus represents solely the surplus on the revaluation of buildings
and freeheld land net of deferred tax and is non-distributable. The movements in the
revaluation surplus are set out in the company’s statement of changes in aquity on

pages 11 and 12.

Deferred income tax

Deferred income tax is calcutated, in full, on all temporary differences under the liability
method using a principal tax rate of 30%. The movement on the deferred income tax

account is as follows:

At start of year
- as previously reporied
- prior year adjustments on adoption of IAS 41

- as restated
Charge/(credit) to profit and foss account (Note 7)
Deferred income tax effect of revaluation

At end of year

21

2004
Shs’000

3,426

2003
Shs’000

263
524

787
(598)
3,237

3.428



The Limuru Tea Company Limited
Financial Statements
For the year ended 31 Decernber 2004

Notes (continued)

13 Deferred income tax (continued)

Deferred income tax assets and liabilities and deferred income tax charge/{credit) in
the profit and loss account are attributable to the following items:

Charged/
(credited)
1.4.2004 to P&L 31.12.2004
Shs'000 Shs'000 Shs 000
Deferred income tax liabilities
Property, plant and equipment:
- on historical cost basis {81) 93 12
- on revaluation surpluses 3,792 (275) 3517
Biological assets 2,438 557 3,995
7,149 375 7,524
Deferred income fax asseis
Provisions {3,723 (300) (4,023)
‘Met deferred income tax liability 3,426 75 3,501

Deferred income tax of She 275,000 {2003: Shs 32,000) was transferred within
shargholders’ equity from revaluation surplus 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.

22




The Limuru Tea Company Limited

Financial Staternents

For the year ended 31 December 2004

Notes (continued)

14 Property, plant and equipment

Computers,
Land and Plant & Motor  fixtures &
buildings machinery vehicles fittings Total
Shs’000 Shs’000  Shs’000 Shs’000 Shs'000
Cost or valuation
At start of year 15,480 93 4,238 26 19,837
- additions 673 - - - 673
- digposals - - {555) - (655}
At end of year 16,153 93 3,683 26 19,555
Depreciation
At start of year - 93 4,238 24 4.355
- charge for the year 1,050 - - 1 1,051
- on disposal - - (559) - {655}~
A
- "f:-;}:“‘ ™
Atend of year 1,080 93 3683 A”/zafigéigé*fff
*& P
sha

Net book amount TR
At 31 December 2004 15,103 - - o 1 15104
At 31 December 2003 15,480 - - 2 15,482

Property plant and equipment stated at cost of Shs 3,871,897 (2003: Shs 4,473,000) have |
been fully depreciated. The normal annual depreciation charge in respect of these assets
would have been Shs 929,857 (2003: Shs 463,723).

Buildings and freehold land were last revatued during 2003, by Knight Frank
Limited, independent valuers. Valuations were made on the basis of the gpéi
value. The book values of the properties were adjusted to the revaluationfy 4

resultant surplus net of deferred income tax was credited to the revaluatio it

shareholders’ equity.

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

follows:

Cost
Accumulated depreciation

MNet book amount

2004 2003
Shs’000 Shs’000
5,948 5,278
(2,581} (2,432)
3,366 2,843
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2004

Notes {continued)

15

16

17

Biological assets

Changes in carrying amounts of biclogical assets comprise:

Tree

Tea bushes plantations Totals

Shs’000 Shs'000 Shs'000

At start of the year 5,764 1,654 11,458

Gain arising from changes in fair value less

esiimated point-of-sale costs 1,526 1,218 2,744
Decreases due to harvest - (887) (887)

At end of the year 11,280 2,025 13,315

Tea bushes and free plantations are carried at fair vaiue less estimated point-of-sale
costs. The fair values of tea bushes and tree plantations were determined based on
the discounted net present values of expected net cash flows from those assets,
discounted at a current market-determined pre-tax rate. In determining the fair values
of tea bushes and tree plantations, the directors have made certain assumptions about
the yields and market prices of tea and {ree plantations in future years, and the costs

of running the estates.

The key assumptions made conceming the future (projected over 25 years in respect
of tea bushes and 10 years in respect of tree plantations) are as follows:

+ Climatic conditions will remain the same

+ The market price of tea and trees, in shilling terms, will remain constant

The discount rate applied to expected net cash flows was 17.5% {2003: 17.5%)

The Limuru Tea Company Limited has more than 274 hectares of mature tea bushes
located in the major tea grewing areas of the country. The company also has more
than 10 hectares of tree plantations.

In addition the company's tea estates harvested 3,503,992 kgs of green tea leaf with a
fair value less estimated point-of-sale costs of Shs 56 million. The company aiso
harvested 11 hectares of tree plantations with a fair value less estimated point-of-sale
costs of Shs 0.88 millien.

Inventories 2004 2003
Shs’000 Shs000
Stores and fertilisers - 1,138

Payables and accrued expenses

Trade payables 2 2
Accrued expenses 3,155 4 360
Other payables 3204 3,840

6,451 8,202
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The Limuru Tea Company Limited
Financial Statements
For the year ended 37 December 2004

Notes (continued)

18

19

20

Post employment benefit obligations

The movement in the present value of the unfunded obligations for service gratuities is
as follows:

Service gratuities

2004 2003

Shs'000 Shs’000

At start of year 11,703 9,363

Net charge included in staff costs 1,583 3,287
| ess: gratuities paid {485) {947)

At end of year 12,801 11,703

Group defined benefit schame

The company's non-unionised employees are members of the Unilever Tea Kenya
Limited's defined post-employment benefit scheme, which is funded by contributions
from both the company and the employees.

Unitever Tea Kenya Limited is solely liable fo the actuarial and investment risks of the
scheme. The assets of the scheme are held independently of the group’s assets, in
separate trustee administered funds. The details of the group retirement benefit scheme
are disclosed in the financial statements of Unilever Tea Kenya Limited.

Contingent liabilities

The company had no contingent liabilities as at 31 December 2004 and 2003.
Commitments

Capital commitments

The company had no capital commitments as at 31 Dacember 2004 and 2003.

Operating lease commitments

The company had no operating lease commitments as at 31 December 2004 and
2003.
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 Decemher 2004

Notes (continued)

21

22

Cash generated from operations

Reconciliation of profit hefore tax to cash generated from operations:

Profit before tax

Adjustments for:

Interest income (Note 6)

Depreciation (Note 14)

Profit on sale of plant and equipment (Note 4)

Gains arising from changes in fair value of biclogical
assets less estimated point-of-sale costs and due to
harvests (Note 15)

Changes in working capital

-~ receivables

~ invehtories

~ payables and accrued expenses

~ post employment benefit obligations

Cash generated from operations

Related party transactions

2004
Shs"000

13,896
{401)
1,051
(408)
(1,857)
(2,868)
1,138

{1,761)
1,088

9,904

2003
S$hs’000

11,666
(258)
241
(172}
(157)
{7,189)
{1,120)

1,600
2,340

6,971

The company is controllied by Unilever Tea Kenya Limited, incorporated in Kenya. The
ultimate parent of the Group is Unilever Ple, incorporated in the United Kingdam,

The following transactions were carried out with related parties:

i}  Sale of green leaf tea

Unilever Tea Kenya Limited

2004
S5hs’000

56,277

2003
Shs’000

57,491

Sales of green leaf tea to the parent company were at terms and conditions similar to
those offered by the parent company fo other out-growers.

ii) OQutstanding balances from sale of goods and purchase of services

Receivables from parent company

lii}  Directors’ remuneration

- fees for services as a director

2004
Shs’'000

36,285

30

2003
Shs’000

32,418

30
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The Limuru Tea Cormpany Limited
Principal shareholders and distribution scheduie
For the year ended 31 December 2004

The ten largest shareholders of the company and their respective holdings as at 31%
December 2004 were as follows:

Name Number of Shares % holding |
1 Unilever Tea Kenya Limited 311,994 51.999
2 Mulchand Narshi Shah 57,444 8.574
3 Baloobhai Chotabhai Patel 52,380 8731
4 CDSC Nominees Limited 44,960 7.483
5 Insurance Co. of East Africa Ltd 30,627 5.104
3] Alimohamed Adam 15,000 2.500
7 Stanbic Nominees Kenya Limited A/C SCKPF 11,349 1.891
8 Stanley Osango Ekaya 7,980 1.331
S Mansukhlai Jamnadas Morjaria 5,000 0.833
10 Haridas Jamnadas Merjaria 5,000 0.833
SUMMARY OF SHAREHOLDERS
Shareholders No, of shareholders Shares % holding
Foreign 4 4 323 072
Local Individual 70 241,688 40.28
Local Institutional 5 353,979 £9.00
DISTRIBUTION SCHEDULE
Category No. of shareholders | Number of Shares % holding |
1 - 1000 52 22,564 3.78
1001 - 5000 19 52,280 8.71
5001 - 10000 1 7,980 1.33
410001 - 100000 8 205,172 34.20
100001 - 500000 1 311.994 52.00
Total 79 600,000 100
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The Limuru Tea Company Limited
Proxy Form
For the year ended 31 December 2004

PROXY FORM

IMe
(please use block letters)

being member/members of The Limuru Tea Company Limited hereby appoint

(please use block letters)

failing whom the Chairman of the mesting as my/our proxy to attend and vote for mefus on
myfour behalf at the eightieth annual general meeting of the company to be heid on 12th
May 2005 and at any adjournment thereof.

I/We desire to vote on the resolutions set out in the notice of the meeting as shown below
(please tick the appropriate space)

Resolutions Resolutions For Against

1 To adopt the Annual Report of the Directors and | 1
financial statements

2 To declare a final dividend 2
3. To re-elect Mr J P Mbogua as a director 3
4, To authorise the directors to fix the auditors'
remuneration 4
As witness my/our hand this day 2005
Signature(s)
NOTES
1. This proxy form must be filled and returned to the Company Secretary, The Limuru

Tea Company Limited, PO Box 42011, Nairobi not later than 11.00 a.m. on Tuesday
10th May 2005.

2. All alterations fo the proxy form must be initialled.

3. Should the form of proxy be returned signed, but without specific directors as to how
the proxy shouid vote, the Chairman or praxy chosen may vote or abstain at his/her
discretion.

4, A Caorporation should execute under its common seal or by the hand of any officer

or attorney duly authorised in writing.

To be posted to:

Company Secretary

Limuru Tea Company Limited
PO Box 42011-00100
Nairobi
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