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Limuru Tea Company Limited
Notice of Meeting
Far the year ended 31 December 2008

NOTICE 1S HEREBY GIVEN that the EIGHTY FOURTH ANNUAL GENERAL MEETING
OF THE LIMURU TEA COMPANY LIMITED will be heid at the Brackenhurst Training
Centre on Tuesday 26 May 2008 at 11.00 a.m. for the following purposes:

SPEGIAL BUSINESS

To pass the following resclution as Special Resolutions

1 That the Share Capital of the company be increased from Shs 12 million to Shs 24
miflion by the creation of an additional 800,000 shares of Shs 20 each,

2. That the additional shares created be issued fo the existing sharehoiders as bonus
shares of one share for every share held.

CRDINARY BUSINESS

1. To receive, consider and adopt the balance sheet and the financial statements for
{he year ended 31 December 2008 and the Reports of the Directors and Auditors
thereon.

3 To declare a final dividend

4. To re- efect a directar

5 To autherize the dirsctors 1o fix the remuneration of the auditor,
PricewaterhouseCoopers.

8Y GRDER OF THE BOARD

Antoinette Absaloms

Company Secretary

16 April 2009

A member enfifled fo affend and vofe af the above meeting may appoint a proxy fo attend
and vote instead of himsher. A proxy need not be a member of the company. A form of
proxy is enciosed. Sharehoiders who will nof be able fo aftend the meeting are requested {0
complete and return & so as fo reach the Company Secrefary, Limury Tea Company
Limited, PO Box 42G11, 00106 Nairobf not fater than 11,60 a.m. on Friday 22 May 2009




Limuru Tea Company Limited
Chairman’s Report
For the year ended 31 December 2008

The Limuru Tea Company Limited owns 275 hectares of tea land situated four kilometres 1o
the East of Limuru Town. The company is an cutgrower to Unilever Tea Kenya Limited (UTKL),
the largest private sector tea company in Kenya. UTKL acls as the Limuru Tea Company's
managing agent in the growing, manufacturing, sales and marketing of its teas. The tea estate
green leaf is manufactured in the nearby UTKL Mabroukie factory from where it is sold mainly
for export.

Crop Production

A combination of the post election aftermath and an extended dry spell in the first quarter of
2008 resulted in & reduction in Kenyan tea production of 8% compared to 2007.

Lirauru Tea Company production in 2008 decreased by 10% due fo paor short rains at the end
of 2007 and significant frost damage in the second quarter of 2008,

The Tea Market

The reduction of Kenyan {eas in the market together with more buoyant demeand from most
buyers, led 1o an increase in average auction tea prices of LS$ 0.50 per kilo or 30%.

The devaluation of the Kerya Shilling in the second half of 2008 also assisied ihe Kenyan tea
grower, resulting in an increase of 34% in average prices in iocal currency.

Company Performance

The estate operations are managed in line with UTKL best praciice and in 2008 the company
praduced 3,469,719 kilograms of green leaf, which in tum was manufactured into 764,322
kilograms of black tea.

Despite the lower crop volumes, the combination of higher USS tea prices and a weaker Kenya
Shilling increased total revenues from Shs. 54.4m in 2007 to 3hs, 69.5m in 2008, a rise of
28%. Costs per unit of production increased by over 20% due o lower production, increased
wages, and higher energy and ferilliser costs. Other operating income incréased by 80% in
2008 and overhead costs were well controlled, finishing the year 8% down,

Limury Tea Company posted a pre tax profit of Shs. 15.2m jn 2008 compared fo Shs. 3.4m in
2007. This is the best financial result for our company in many years and the directors
recommend & final dividend of Shs. 10.00 per share for 2008,

Share Capital Increase and Bonus Share Issue.

tn order to ensure compliance with the Capital Markets Regulations 2002 there is a need 1o
increase the Paid Up Share Capital of Limuru Tea Company Lid. It is proposed that this will be
achievad through the increase of the authorised share capital of the company by the creation of
an additional 600,000 shares of Shs. 20 each, and the issuance of these shares as a bonus of
one share for each share held, to shareholders on the register on 11 May 2008, This will be
tabied for shareholder approval at the Annuat General Mesting on 26™ May 2009.

Prospects

Crop volumes in the first quarter of 2008 have been significantly fower than 2008 due to the
early finish of the shont rains in November and very low rainfall in the first quarter of 2008, USS
taa prices are higher than at the sams time ast year and the She/USS exchange rate continues
to be favourabie. However, high wage, fertiliser and energy costs continue to cause concem.

Lak
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Limuru Tea Company Limited
Chairman's Report
For the year ended 37 December 2008

Tribute to staff

Finally, | would iike to pay tribute to all our employees for their suppori and contribution 1o the
Limuru Tea Company business during 2008.

I,

R A Fairburn,
Chairman

16 April 2009




Limuru Tea Company Limited
Directors' Repori
For the year ended 31 December 2008

The directars submit their report together with the audited financial statements for the year
ended 31 December 2008, which disciose the state of affairs of the company.

PRINCIPAL ACTIVITIES

The principal activity of the compary is the growing of green leaf {ea.

RESULTS AND DiVIDEND

The net profit for the year of Shs 8,#66,000 {2007; Shs 2,045,000) has been added to
retained earnings. During the year ne interim dividend was paid. The directors ragcommend
the approval of a final dividend of Shs 6,000,000 (2007: Shs 3,000,080).

DRECTORS

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

Dr. Richard Korir retires by rotation and being eligible, offers himself for re-eiection in
accordance with Article 100 of the Company’s Articles of Association,

Mr. R A Fairburn remains in office pursuant to Article 100 of the company's atticles of
association.
AUDITOR

The company’s auditor, PricewaterhouseCoopers, continues in office in aceordance with
Section 159(2) of the Companies Act.

By order of the Board

Antoinedie A Absaloms
Company Secratary
16 Agril 2008
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Limuru Tea Company Limited
Statement of Directors’ Responsibilities |
For the year ended 31 December 2008

The Companies Act requires the directors to prepare financial statements for each financial
year that give a frue and fair view of the siate of affairs of the company as at the end of the
financial vear and of its profit or foss. It also requires the directors 1o ensure that the
company keeps proper accounting records that disclose, with reasonable accuracy, the
financial position of the company. They are aiso responsible for safeguarding the assets of
the company.

The directors accept responsibility for the annuai financial statements, which have been
prepared using appropriaie acgounting policies supporied by reascnable estimates, in
conformity with internationa! Financial Reporting Standards and the requirements of e
Companies Act. The direciors 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 in
accordance with International Financial Reperting Standards. The direciors further accept
responsibility for the maintenance of accounting records that may be relied upon in the
preparation of financial statements, as well as designing, implementing and maintaining
interrial control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement,

Nothing has come to the attention of the directors to indicate that the company will not
remain a going concern for at least twelve menths from the date of this staterment.

ﬁa.ﬁﬁ,},.__

R A Fairburn R C Korir
Director Director
16 April 2609




REPORT OF THE INDEPENDENT AUDITOR TQO THE MEMBERS OF LIMU)
COMPANY LIMITED

Report on the Tinancial siatements

We have audited the accompanying financial statements of Limury Tea Company Limited
set out on pages © to 32. These financial statements comprise the balance sheet at

31 Decembear 2008, and the profit and loss account, statement of changes in equity and
cash flow staiemert for the year then ended, and a summary of significant acoounting
policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors are responsibie for the preparation and fair presentation of these financial
statementis in accordance with International Financial Reporting Standards and with the
requirements of the Kenyan Companigs Act. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and Fair
presentation of financial statements that are fres from material misstatement, whether due
to fraud or error; selecting and applying appropriate accouniing pelicies; and making
accounting esfimates that are reasonable in the circumstances,

Auditor's responsibility

Cur responsibiiity is to express an opinion on the financiai statements based on our audit.
We econducted our audit in accordance with International Standards en Auditing. Those
standards require that we comply with ethical reguirements and plan and perform our audit
to cbtain reasenable assurance that the financial statements are free from material
misstatement.

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

We belizve that the audit evidence we have obiained is sufficient and appropriate 1o provide
& basis for our opinion.

Oginion

In pur opinien the accompanying financial siatements give a true and fair view of the state of
the company’s financial affairs at 31 December 2008 and of its profit and cash flows for the
year then ended in accordance with International Financial Reporting Standards and the
Kenyan Companies Act.
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REPORTY OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF LIMURU TEA
COMPANY LIMITED (CONTINUED)

Report on cther legal requirements

The Kenyan Companies Act requires that in carrying out our audit we consider and report {o
vou on the following matters. YWe confirm that:

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

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

iiiy the company's balance sheet and profit and loss account are in agreement with the
books of account.

Ceriified Public Accountants 2009
Nairabi




Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Profit and loss account

Revenue
Losses arising frorm changes in fair vaive

less estimated point-of-sale costs of
binlogical assets

Cost of sales

Gross profit

Other income
Administrative expenses
Other operating expenses

Profit before income tax

Income tax expense

Profit for the year

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

- basic and diluted (Shs per share)
Dividends:

Proposed final dividend for the year

Year ended 31 December

Notes 2008 2007
Shs 000 Shs ‘000
Restated
5 62,528 54,362
19 (235) (23)
69,293 54,339
(52,512) (47 446)
16,781 6.893
8 3,243 1,728
(4.372) (3,947)
(418) {1,311}
5 15,234 3,363
2] (6,768) (1,318)
5,486 2.045
1 141 34
10 &,000 3,000
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Limuru Tea Company Limited
Financial Statements
For the yezar ended 31 December 2008

Statement of recognised income and expense

Year ended 31 December

Notes 2008 2007
Shs’000 $Shs'000
Restated

Actuarial loss on post employment benefit
obligations 18 (824) -
Defetred incotne tax thereon 17 247 -
Net loss recognised directly in aquity (677) -
Net prefit for the ysar 8,466 2,045
Total recognised income 16 7,389 2,045

10




Limury Tea Company Limited
Financial 3tatements

For the year ended 31 Dacember 2008

Balance sheet

CAPITAL EMPLOYED
Share capital

Retained earnings
Proposed dividend

Shareholders’ funds

Non-current liabilities
Defarred income tax
Post-employrent benefit abligations

REPRESENTED BY
Non-current assets

Property, plant and equipment
Biological assets

Current assets

Receivables and prepayments
Cash and cash equivaients
Current income tax recoverabie

Current liabilities
Payables and accrued expanses
Current income tax

Net current assets

Noles

12
16
10

17
18

21
19

15
13

14

31 December 31 December
2008 2007
Shs'000 Shs’000
12,000 12,000
18,117 16,228
5,000 3,000
36,117 31,228
1,074 1,168
10,325 10,578
11,395 11,736
47,516 42 064
2,820 3,063
14423 14,658
17.243 17,721
33868 23,205
6,664 5272
- 2,260
40,532 30,737
7,661 5494
2,578 -
10,259 5,494
30,273 258,243
47,516 42 964

The financial statements on pages & to 32 were approved for issue by the board of
directors on 18 April 2008 and signed on iis behalf by:

Ifu;;b,,_

R A Fairburn
Director

11

R C Korir
Director
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Limuru Tea Company Limited

L.

Financial Slatemsants
Eor the year ended 31 Dacember 2008

Cash flow statement

Notes

Operating activities

Cash generated from operations 20
interest received 8
Incomne tax paid

Net cash generated from operating activities

Financing activities
Final dividends paid

Net cash used in financing activities

Increase in cash and cash equivalents
Movement in cash and cash equivalents

Af start of year
increase

At end of year 13

12

Year ended 31 December

2008
Shs ‘000

4,836
1,323
(1,767)

—

4,392

—— ——_—

(3,000)

—_——————

(3,000)

——————

1,392

e

5,272
1,382

5,664

2007
Shs ‘000

9,776
1,194
(1,589)

-

9,381

—_————

(6,000}

JE——

(6,000)

—_————

3,381

a——__,

1,891
3,381

5,272




Limuru Tea Company Limited
Financizl Statements
For the year ended 31 December 2007

Notes
1 General information

The Limuru Tea Company Limited is incorperated in Kenya under the Companies Actasa
public limited liability company, and is domiciled in Kenya. The address of its registered
office is:

clo Unilever Tea Kenya Limited Head Office
Nakuru — Kericho Highway

P.O Box 20 ~ 20200

Kericho

The company’s shares are lisied gn the Nairobi Stock Exchange.
2 Summary of significant accounting policies

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

{a) Basis of preparation

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

The preparation of financial statements in conformity with IFRS requires the use of estimates
and assumptions. it also requires management {0 exercise its judgement in the process of
applying the company's accounting policies. The areas involving a higher degres of
judgernent or complexity, or where assumptions and estimates are significant to the financial
staterments, are disclosed in Note 3.

Interpratations effective in 2008

In 2008, the following new interpretations becarne effective for the first time but have not
had an impact on the company’s financial statements:

-1FRIC 11~ IFRS 2 - Group and treasury share fransactions

- IFRIC 12 - Service Concession Arrangements

-IFRIC 14 —1AS 19 - The limit on a defined benefit asset, minimum funding requirements
and their interaction

- 1AS 3% and IFRS 7 — Reclassification of financial assets.

Standards, inferprefations and amendmenis to published standards that are not yet
effective

Cne new standard {IFRS & — Operating Segments) and numerous amendments o existing
standards and new interpretations have been published and will he effective for the
company'’s accounting periods beginning on or after 1 January 2008, but the company has
not early adopted any of them.

The directors have assessed the relevance of the new standard and interpretations, and
amendments to existing standards with respect to the company’s operations and concluded
that they will not have any impact on the company's financial statements, other than for the
amendments to IAS 1 - Presentation of Financial Statements, which will reguire non-owner
changes in equily to be presented in & ‘Comprehensive Statement of income”.

13
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Limuru Tea Company Limited
Financial Statements
For the year ended 31 Dacember 2008

Notes {continued)
(b) Revenue recognition

Revenue comprises the fair value of the consideration received and receivabie for the
sale of products and services in the ordinary course of the company’s activities. Revenue
is shown net of value-added tax (VAT), rehates and discounts. Revenue is recognised as
follows:

Sales are recognised in the petiod in which the compariy delivers products to customers,
the customer has accepied the preducts and colleciability of the related receivables is
reasonably assured.

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

(e} Functional currency and trapslation of foreign currencies
Transactions are recorded on initial recognition in Kenya Shillings, being the curenscy of
the primary economic environment in which the company operates (the functional

currancy).

{d} Segment reporting

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

{e} Property, plant and equipment

Al categorias of property, plant and equipment ara initiaily recorded at histonical cost and
subsequently stated at cost less appreciation.

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

Freehold land {s not depraciated. Depreciation on oiher assets is calcuiated using the
straight line method to write down their cost to their residual values over their estimated
useful fife as follows:

Buiidings 25 - 40 years
Plant and machinery 10 - 15 years
Equipment and motor vehicles 3 -8 years

=

The assets’ residual values and useful lives are reviewed, and adjusted if apprepriate,
at each balance sheet date,

o T ==

14
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— Limuru Tea Company Limited
Financia! Statements
For the year ended 31 December 2008

Notes (continued)

(e)

N

(@)

(h)

Propsrty, plant and equipment (continued)

Property, piant and equipment are reviewed for impairment whenever events or
changes in circumstances indicate that the carmying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair
value less costs to sell and value in use, Far the purpases of agsessing impairment,
assefs are grouped at the iowest levels for which there are separately identifiable cash
flows (cash-generating units).

Gains and losses on disposal of property, plant and equipment are determined by
reference to their carrying amounts and are taken into account in determining operating
profit.

During the year, the company changed its accounting policy for accounting for property,
plant and equipment from use of the revaluation mode! to the cost model in order to
conform 1o the Unilever Pic's group accounting policy for property, plant and eguipment, As
a resul, a prior pericd adjustment has been processed to reflect the change in accounting
policy in the 2008 financial statements. The impact of the changes on transactions and
balances that had previously been reported in the 2007 has been disclosed under Note 25
in the financial statements.

Biolagical assets

Biological assets are measured on initial recognition and at each balance sheet date at
fair value less estimated point-of-sale costs. Any gams or losses arising on initial
recognition of biological assets and from subsequent changes in fair valve less estimated
point-ci-sale gosis are recegnised in the profit and ioss acgount in the year in which they
arise.

The fair value of tea bushes and fue! plantations is determinad based on the net present
values of axpected future cash flows, discounted at current market-detetrnined pre-tax
rates.

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

Accounting for Jeases

Leasas in which a significant portion of the risks and rewards of ownarship are retained by
the lessor are classiied as operating \eases, Payments made under operating leases are
charged o the profit and less account on a straight-line basis over the peried of the lease.

lnventories

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

inventories are stated at the iower of cost and net realisable valug. Cost is determined by
the first-in, first-out (FIFO} method. The cost of finished goods and work In progress
comprises the fair value ess estimated point-of-sale costs of agriculiural produce at the
point of harvest, the cost of raw materials and direct labour, and other direct costs and
reiated production overheads, but excludes interest expense. Net realisable value is the
estimats of the selling price in the grdinary course of business, less the costs of
completion and applicable variable seliing expenses.

15
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Limuru Tea Company Limited
Financial Statements
Far the year ended 31 December 2008

Notes (continued)

(1) ventories

(i

@

(k)

U]

The fair value less astimated point-of-sale costs of harvested tea and fuel frees is
determined hased on the market prices of the final product, taking intc account
conversion costs,

Receivables

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

Cash and cash equivalents

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

Employee henefits
(i) Post-employment bengfits

For unionised employees, the company has an unfunded obligation to pay terminal
gratuities under its Collective Bargaining Agreement with the union. Employees who
resign after completing at least ten years of service are entitled to twenty one days pay for
each completed year of service. The liability recognised in the balance sheet is the
present value of the estimated future cash outflows, calculated annually by independent
actuaries using the projected unit credit method.

Actuarial gains and losses ariging from changes in actuarial assumptions are
recognised immediately in retained earnings through the statement of recognised
income and expense.

The company and all its employees also contribute to the statutory National Sccial
Security Fund, which is a defined contribution scheme.

(ii) Other entitlements

Employee entitlements ta long service awards are recognised when they accrue to
empioyees. A provision is made for the estimated liability for such entitiements as a result
of services rendered by employees up to the balance shest date.

The estimated monetary liability for employees’ accrued annual leave entiflement at the
balance sheet date 1s recognised as an axpense accrual.

Income tax

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

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

16




Limury Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Notes (contintued)

o

income tax (continued)

Deferrad income tax is provided in full, using the lighility method, an all temporary
differences arising betwaen the tax bases of assets and lishilities and their carrying values
for financial reporting purposes. However, if the deferred income tax arises from the initial
recognition of an asset or liabilty in a transaction other than a business combination that
at the ime of the transaction affects neither accounting nor taxable profif or loss, it is not
accounted for, Deferred ingome tax is determined using tax rates and laws that have
been enacted or substantively enacted at the balance sneet date and are expected to
apply when the related deferred income tax agset is realised or the deferred income tax
liability is settled.

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

{m) Dividends

(n}

(o)

(p)

Dividends on ordinary shares are charged ta equity in the period in which they are
declared Proposed dividends are shown as a separate companent of sguity until
declared.

Share capital

Crdinary shares are classified as equity.

Payables

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

Comparatives

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

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including experience of future avents that are believed 1o
be reasonable under the circumnstances.

{i} Critical accounting estimates and assumptions

Biclogical assets
Critical assumptions are made by the directors in determining the fair values of

ticlogical assets. The key assumptions are set out in Note 19.

Post-emplovment benefit obiigations
Critical assumptions are made by the actuary in determining the present value of
retirement benefit obligations. These assumptions are set out in Note 18,

17
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Limuru Tea Company Limitad
Financial Statements
For the year ended 31 December 2008

Notes (continued}

3

Critical accounting estimates and judgements (continued)

{1 Critical accounting estimates and assumptions {continued)

{ncome taxes

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

(iiy Critical judgements in applying the entity's accounting policies

In the process of applying the company's accounting policies, management has made
judgements in determining:

» the classification of financial assels and leases

+ whether agsets are impaired

s+ provisions and contingent liabilities.
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 interest rates. The company’s overall risk management
programme focuses on the unpredictability of financial markets and seeks o minimise
potential adverse effects on its financial performance, bhui the company does not hedge
any risks.
Risk management is carried out by the finance department under policies approved by
the Beard of Direeiors,
{a) Market risk

(i} Foreign exchange risk

The company operates locally and its fransactions are in local currency. There is no
exposure to foreign exchange risk.

(il Prige rigk
Tha company does not held any financial instruments subject to prics risk.
(ifi) Cash flow and fair value intetest rate risk

The company does net have borrowings hence there was no exposure 1o cash flow and
fair value interest rate risk as at 31 Decembear 2008 and 2007,
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Limuru Tea Company Limited
Financiai Staternents
For the year ended 31 December 2008

Notes {continued)

4  Financial risk management objectives and policies (continued)

(b} Credit risk

Credit risk arises from cash and cash equivalents, and deposits with banks, as well as
amounts due from the parent company. The company does not have any significant
concentrations of credit risk.

The amount that hest represents the company's maximum expasure to credit risk at
31 December 2008 (s made up as follows:

2008 2007

Shs’000 Shs000

Cash and cash equivalents 6,664 5272
Receivables from related companies 33,758 23,205
Other receivables 110 -
Current income tax recoverable - 2,260
40,532 30,737

No collateral is heid for any of the above assets. The company does not grade the credit
quality of receivables. All receivables that are neither past due or impaired are within
their approved credit limits, and no receivables have had thelr ferms renagoiiated.

None of the above assets are past due or impaired.
{c) Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash balances, and the
availability of funding from an adequate amount of committed credit fachities. Due to the
dynamic nature of the underlying businesses, the firance department maintains flexibility
in funding by maintaining availability under committed credit lines.

Management monitors roliing forecasts of the company’s liquidity reserve on the basis of
expected cash flow.

The table below analyses the company's financial liabilities that will be settled on a net
basis into relevant maturity groupings based on the remaining period at the balance
sheet date {0 the contractual maturity date. The amounts disclosad in the table below are
the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances, as the impact of discounting is not significant.
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Limuru Tea Campany Limited
Financial Statements
For the year ended 31 Decermnber 2008

Notes (continued}

4  Financial risk management objectives and policies (confinued)

Less than one year Over one year Total
Shs’000 Shs'000 Shs’000

At 31 December 2007
- Trade creditors 2 - 2
- Accrued expenses 1,784 - 1,784
- Other payables 3,708 - 3,708
Total 5,424 - 5,494

At 31 Dacember 2008
- Trade creditors 244 - 244
- Accrued expenses 2,397 - 2,387
- Other payables 5,040 - 5,040
- Current income tax payable 2,578 - 2578
Total 10,259 - 10,259

(d) Capita! risk management

The company's objectives when managing capiial are to safequard the company's ability
to continue as a going concern in order to provide returns for shareholders and to
main{ain an optimal capital structure to reduce the cost of capital. In order to maintain or
adjust the capital structure, the company may limit the amount of dividends paid to
shareholders.

During 2008 the company’s strategy which was unchanged from 2007, was o use funds
generated from internal sources. No funds were borrowed from the market.

& (a)Revenue 2008 2007
3hs’000 Shs’000
Sales of green leaf to Unilever Tea Kenya iimited 69,528 54,362

5 (b]1Segment reporiing

There is only one business segment (growing of green leaf tea) and one geographical
segment (Kenya) hence no segment information is presented.
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Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Notes (continued)

6

Expenses by nature

The following iterns have been charged in arriving at profit before income tax:

2008 2007
Shs'000 Shs™000
Depreciation on property, piant and equipment {Note 21) 243 152
Repairs and maintenance axpenditure on property, plant
and equipment 81 172
Aggregate |0ss arising on initial recognition of bioiogical
assets and agricuitural produce at the point of harvest
and from the change in fair value less estimated poini-
of-sale costs of bialegical assets  {Note 19} 235 23
Employee benefits expense (Nots 7} 45,033 40,736
Auditor's remuneration 375 375
Employee benefits expense
The following iterns are included within employee benefits expense:
2008 2007
Shs’000 Shs’000
Post-empioyment benefils cosis:
- Unfunded gratuity provision (Note 18) 2,278 1,927
- Defined contribution scheme 141 179
- National Social Security Fund 201 677
Other income
2008 2007
Shs’000 Shs’000
interest income 1,323 1,194
Sundry income 1,920 534
3,243 1,728
Income tax expense 2008 2007
Shs’000 Shs’000
Current income tax 8,605 1,756
Deferred income tax charge/ {credit) (Note 17} 163 {438)
Incoma tax expansea 6,768 1,318
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Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Notes (continued)
9 Income tax expense (continued)

The tax on the company's profit before income tax differs from tha theoratical amount that
would arise using the statutary income {ax rate as foliows:

2008 2007
Shs’000 Shs*000 |
Profit before income tax 15,234 3,363 L
Tax caiculated at the statutory income tax raie of 30% C o
(2007 - 30%) 4,570 1,009 A
Tax effect of:
Income not subject fo tax - (40) -
Expenses not deductible for tax purposes 42 348 | i
Under provision of current incaime tax in prior years 2,156 - |
income tax expense 6,768 1,318 I ;:
|

10 Dividends per share

At the annual general meeting to be held on 26 May 2009, a final dividend in respect of the
year ended 31 Decemnber 2008 of Shs 10 (2007: Shs 5) per share is {0 be propgsed. The
total dividend for the year is therefore Shs 6,000,000 (2007: Shs 3,000,000).

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

11 Earnings per share

Basic earnings pet share are calculated by dividing the profit attributable to equity holders
of the company by the weighted average number of erdinary shares in issue during the

yoar. i
2008 2007
Profit attributable to equity holders of the company
(Shs thousands) 8,466 2,045
Weighted average number of ordinary shares in issue ‘
{thousands) 800 600 i
Basic sarnings per share {Shs) 14.1 34 ‘ ':
12 Share capital Number of Ordinary S
shares shares
(Thousands} Shs'000
Balance at 1 January 2007 , 1 January
2008 and 31 December 2008 600 12,000

The total authorised number of ordinary shares is 600,000 with a par value of $hs 20 per
share. Al issued shares are fully paid.
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Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Notes {continued)

12 Cash and cash equivalents 2008 2007
Shs’000 Shs’D00
Cash at bank and in hand 6.664 5272

14 Payables and accrued expenses
2008 2007
Shs’000 Shs'000
Trade payables 244 2
Accrued expenses 2,397 1,784
Ciher payvables 5,040 3,708
7,681 5,494

The carrying amounts of the above payables and accrued expenses approximate to thelr

fair values.
15 Receivables and prepayments 2008
Shs*000
Receivable frem parent company (Note 24) 33,758
Other receivabies 110
33,888

2007
Shs’000

23,208

23,208
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Limuru Tea Company Limited
Financial Siatements
For the year ended 31 December 2008

Notes (continued])

16 Equity

Share Revaluation Retained Proposed
surplus earnings dividends  Tqtq)

$hs’G00 Shs’006 Shs'000  Shs’000 Shs'G00
Year ended 31 December 2007
At start of year
As previousiy repcrted 12,000 17,183 6,000 42,099
Prior year adjustment (Note 25) - - - {6,916)
As restated 12,000 17,183 6,000 35183
Total recognised income for 2007 - 2,045 - 2,045
Dividends:
- Final for 2006 - - {6,000) (6,000
- Proposed final for 2007 10 - - {3,000} 3,000 -
Atend of year 12,600 18,228 3,000 31228
Year ended 31 December 2008
At start of year
As previously reparted 12,000 16,228 3,000 37,501
Prior year adjusiment {Nots 25) - - - {6273)
As restated 12,000 16,228 3,000 31228
Taotal recagnised income for 2008 - - 7,889 - 7.88¢%
Dividends:
- Final for 2007 - - {3,000) (3,000)
- Proposed final for 2008 10 - - {6,000) {8,000) -
At end of year 12,000 18,117 6000 36,117
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Limury Tea Company Limited
Financia! Statements
For the year ended 31 Degember 2008

Notes {coniinued)

17 Deferred income tax

Deferred income tax is calculated using the enacted tax rate of 30% (2007: 30%). The
meovernent on the deferred income tax account is as follows:

2008 2007
Shs"000 Shs'000
At start of year
As previously reported 3,848 4,561
Pricr year adjustment {(Note 25) (2,690) {2,965)
As restated 1,158 1,596
Charge/ (credif) to profit and ioss account (Note 9) 163 (438)
Tax effect of post empleyment benefit obligations (247) -
Af end of year ) 1,074 1,158

Deferred income tax assets and liabiiities, deferred income tax charge/(credit) in the profit and
loss account and deferred income tax credited to aquity are atiributable to the following items:

Charged/
(credited) Credited
1.1.2008 to PIL to equity 31.12.2008
Year ended 31 December 2008  $hs’000 Shs’000 Shs’000 Shs'000
Restated
Deferred income tax liabilities
Property, plant and equipment 223 (31) - 182
Biclogical assets 4,397 {70} - 4,327
4,820 {107) - 4,519
Deferred income tax assets
Provisions (288) {58) - {347)
Post employment benefit
ohiigaticns (3,173) 322 {247) {3,098)
{3,462) 2684 (247) (3,445)
Net deferred income tax liability 1,158 163 (247) 1,074
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Limuru Tea Company Limited
Financial Statements
For the year ended 31 Dacember 2008

Notes (continued)

17 Deferred income tax (continued}

GCharged/

{credifed)
1.1.2007 to PIL 31.12.2007
Year ended 31 December 2007 Shs'000 Shs'000 Shs000
Restated Restated Restated

Deferred income tax liabilities

Property, plant and equipment: 153 70 223
Biclogical assets 4,404 (7) 4397
4,557 63 4,620

Deferred income tax assets
Provisions (172) (117} {289)
Post employment benefit obligations

(2.789) (384) (3.173)
(2,961) (501) (3,462)
Net deferred income tax liahility 1,506 (438) 1,958

18 Post-employment benefit obligations

Post employmant bensfit unfunded obligation comprise of the follawing:

2008 2007 ‘
Shs’D0OD $hs'000 i
Service gratuities 10,325 10,578 .

The movement in the present vailue of the unfunded obligations for service gratuities is

as follows:
2008 2007 |
Shs’000 Shs'000 i
S
i1
At start of year 10,578 89,297 ‘
Charged o profit and loss account 2,278 1,927 1
Actuarial loss recognised in the staternent of recognised I
income and expense 824 - ;
Payments during the year (3,385) (648) 'iﬂ} |
At end of year 10,325 10,578 ﬁ '
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Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Notes {continued)
18 Post-employment henefit obligations (continued)

The amounts recognised in the profit and ioss account for the year are as follows:

- 2008 2007
Shs'000 Shs’'000
_ Current service cost 800 &34
Interest cost 1.018 1,083
Past service costs 460 -
Net charge for the year included in employee benefit
expensa 2,278 1,927
The principal actuarial assumptions used were as follows:
2008 2007
- future salary increases 4% 4%
- discount rate 1% 1%

Five year summary:
2008 2007 2006 2005 2004
Shs'000 Shs'000 Shs*000 Shs'*000 Shs'000

Present value of defined benefit cbligation 10,325 10,578 8,677 13,480 1280

Charge to income statement 2278 1,827 1,825 1,857 1,583

- 19 Biological assets

Changes in carrying amounts of biological assets comprise:

Tea Fuel Total
bushes frees
) $hs’000 Shs’000 Shs’000
At start of year 12,743 1,915 14,658
Losses arising from changes in falr value
less esfirmated point-of-sale costs {71) (164) {235)
...... At end of year 12,672 1,751 14,423
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Limury Tea Company Limited
Financial Statements
For the year ended 31 December 2008

Notes (continued)
19 Biological assets {continued)

Tea bushes and trees are carried at fair value less estimated point-of-sale costs, The
fair values of tea bushes and trees were determined hased on the discounted net
present values of expacied net cash flows from those assets, discounted at a current
market-determined pre-tax rate. In determining the fair values of tea bushes and fus!
frees, the directors have made certain assumptions about the yields and markat prices
of tea and trees in future years, and the costs of running the estates.

The key assumptions made concaming the future (projected over 25 years in respect of
tea bushes ang B years in respect of fuel trees) are as follows:

= Climatic conditions will remain the same
= The market price of tea and tree plantations, in shilling terms, will remain constant.

The discount rate applied to expected net cash flows was 17.5% (2007; 17.5%).

The company has 275 hectares (2067; 275 hectares) of mature tea bushes iocated in
Limuru. The company also has 10 hectares (2007:10 hectares) of fuel plantations.

In addition the company's {ea estaies harvested 3,469,718 Kas (2007: 3,362,370 Kgs)
of green tea leaf with a fair value less estimated point-of-sale costs of Shs 69 million
{2007. Shs 54 million).

20 Cash generated from cperations

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

2008 2007
Shs’000 Shs’000
Profit before income tax 15,234 3,363
Adjustments for:
Interest income (Note 8) (1,323) (1,194
Depreciation (Note 21} 243 152
Losses arising from changes in fair vajue fess
estimated point-of-sale casts of biological assets
{Note 19) 235 23
Post employment benefit obligation
- charge to the income statement 2,278 1,927
- payments during the year {3,355) {646
Changes in working capital
— receivabies and prepayments {10,663} 5,885
- payables and accrued expenses 2,187 256
Cash generated from operations 4,836 9,775
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Notes {continued)

21  Property, plant and equipment

Computers,
Land & Plant & Muotor fixtures &
buildings machinery vehicies fittings Total
$Shs’000Q Shs'000 She’000 She’Q0d Shs'000
Note '
At 1 January 2007
Cost
As previously reported 16,270 73 3,683 26 20,052
Priar year adjustment 25 (11,029) - - - (11,029)
As restated 5,241 73 3,683 26 9023
Accumulated depreciation
As previously reported 3,174 73 3,683 26 6,956
Prior year adjustment 25 {1,148) - - - (1,148)
As restated 2,026 73 3,683 26 5,808
Net book amount 3,215 - - - 3,215
Year ended 31 December
2007

Opening net book amount 3,215 - - - 3,215
Depreciation charge (152} - - - {152)
Closing net boak amount 3,083 - - - 3,083
At 31 December 2007
Cost
As previously reported 16,270 73 3,683 26 20,052
Prior year adjustment 25 {11,029) - - - {11,029}
As restated 5,241 73 3,683 26 9,023
Accumulated depreciation
As previgusly reported 4 244 73 3,683 28 9,088
Prior year adjustment 25 {2,0686) - - - (2,066)
As restated 2,178 73 3,683 26 5,960
Net book amount 3,083 - - - 3,083
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For the year ended 31 December 2008

Nofes (continued)

21  Property, plant and equipment (continued)

Computers,
Land & Plant & Motor fixtures &
buildings machinery vehicles fittinas Total
Shs’000 Shs’000 Shs’000 Shs’000 Shs’000
Year ended 31 December
2008
Opening net book amount 3,063 - - - 3,083
Depreciation charge (243) - - - (243)
Clasing net book amount 2,820 - - - 2,820
At 31 December 2008
Cost 5,691 73 3,683 26 ¢ 473
Accumulated depreciation (2.871) (73) (3.683) (26) (8,410
Net book amount 2,820 - - - 2,820

22 Contingent Kabilities
The company had ne contingent liabilities as at 31 December 2008 and 2007.

23 Commitments

Capital commitments
The cornpany had no capltal commitmenis as at 31 December 2008 and 2007,
Operating lease commitments

The company had no operating lease commitments as at 31 Dacember 2008 and 2007,
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Financial Statements
For the year ended 31 December 2008

Notes (continued)

24 Related party transactions
The company is controlied by Unilsver Tea Kenya Limited incorporated in Kenya. The
uitimate parent of the company is Unilaver Ple, incorporated in the United Kingdom. There

are other companies that are related to the Limuru Tea Company Limited through common
shareholdings.

The following transactions were carried out with related parties:

i) Sale of green leaf 2008 2007
Shs’000 Shs'000
Unilever Tea Kenya Limited 69528 54,362

Sales of green ieaf to the parent company were at terms and conditions similar to thase
offered by the parent company to other out-growers.

i} Purchase of goods and services 2008 2007
Shs'000 Shs'000
Serviges fram Unilever Tea Kenya Limited 1,678 1,261

i} Key management compensation

The company is managed by its parent company Unilever Tea Kenya Limited and is
charged management fees. It doss not pay any remuneration to ifs directors and key
management personnel.

ivi  Outstanding balances from sale of goods/services

2008 2007
Shs'000 Shs’000
Receivables from Unflever Tea Kenya Limited 33,758 23,205

The carmying amounts of the above receivables approximate to their fair values.

25 Prior year adjustment

During the year, the directors changed the company's policy for accounting for property, plant and
equipment from use of the revaluation madel to the cast mode!l. The decision was made to align
the reporting of the company's buildings and freehold iand in the local statutory financial statements
to the Unilever Ple group reparting.

The effect of the change has been disclosed by retrospective restatement of the comparative
amounts for property, plant and equipment, revaluation surplus, deferred income tax, profit and
loss account and statement of recognised income and expense. In addition, the opening balances
as at 1 January 2007 of property, plant and equipment, revaluation surplus and deferred income
tax have been restated.
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Financial Statements
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Notes {continued}

25 Prior year adjustment (continued)

2008 2007
5hs’'000 Shs’000
Property plant and equipment
Restatement of cost {11,029) (11,029)
Restatement of accumulated depreciation {2,066) (1,148)
Net decrease in property plant and equipment (8,963) {9,881)
Deferred tax thereon (2,680) (2,985}
Revaluation surplus (6,273} (6,918)
---------- 000 ==
1
|
|
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Limuru Tea Company Limited

Principal Shareholders and Share Distribution Schedule

For the year ended 31 December 2008

Ten largest shareholders as at 31 December 2008

_| Name of shareholder No. of shares held | % shareholding
1 | Unilever Tea Kenya Limited T 311,604 52.00
2 | Baloobhai Chhotabhai Patel 148,722 ] 24.79
3 | Jubilee Insurance Company | 26211 4.37
Alimohamed Adam 15,000 2.50 ]
Stanbic Nominees Limited A/C R80001 | 11,349 1.88
| Stanley Osango Ekaya 7,990 1.33
Mulchand Narshi Shah 7,444 1.24
Ls Millicent vy Morson 4,134 0.69
9 | Ashokkumar Raichand Shah 3,830 (.64
10 | Minesh Mulchand Shah 3,299 | 0.55 |

Distribution of shareholders as at 31 December 2008

[ No. of Shares J Number of Shareholders Number of shares % shareheolding
Less than 1,000 78 24670 4,11
1,001- 5000 17 46,620 77
5,001-10,000 [2 15,434 2.57
10,001-100,000 3 52,560 8.76
76.79

100,001- 500,000 | 2
%Total 100

460,716
800,000 | 100

Category | Number of Shareholders| Number of shares % shareholdin
Foreign Investor 5 5223 0.580

[ Locat Individuals 88 240 541 1 40.10
| Local Insfitutions 7 354,236 | 59.00
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Limury Tea Company Limited
Proxy Form
Far the year ended 31 Decamber 2008

PROXY FORM

e
{please use block letters)

haing a member/members of Limuru Tea Company Limited hereby appoint

(please use block letters)

failing whom the Chairman of the meeting as my/our proxy to atiend and vote for mefus and
on my/our behalf at the eighty fourth annual general meeting of the company to be held on
Tuesday 26 May 2009 and at any adiournment thereof.

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

| Resolution | For | Against
SPECIAL BUSINESS | 1
1 increase of Share Capital of the company by 1
the creation of an additional 600,000 shares of
Shs 20 each
] 2 | Issue of one bonus share for each share held l 2 r
by existing shareholders
| ORDINARY BUSINESS l i I
1 Adoption of the annual repart and financial 3
staiements and auditors' report therein J
2. Declaration of a final dividend 4
3 | Re-election of a Director 5 |
4. JrAuthorizaﬁon of the directors to fix the auditors’ | & r
remuneration
As witnags myfour hand this day. 2009
Signature(s)
NOTES
1. This proxy form must be filled and returnad to the Company Secretary, Limuru Tea
Company Limited, PO Box 42011, 00160 Nairobi GPO not later than 11 a.m. an
Friday 22 May 2009.
2. Al alterations to the proxy form must be initialled.
3 Shouid the form of proxy be returned signed, but withaut specific directions as to

how the proxy should vote, the Chairman or proxy chosen may vote or abstain at
his/her discretion,

4, A Corporation should execute under its common seal or by the hand of any officer ot
attorney duly authorised in writing.

To be posted to:

The Company Secretary

Limuru Tea Company Limited
PO Box 42011
00100 Nairobi
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