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The Linwry Tea Compary Limited
Annual Report and Financial Starements
For the year ended 31 December 2002

Notice of Meeting

NOTICE IS BERERY GIVEN that the SEVENTY EIGHTH ANNUAL GENERAL MEETING OF
THE LIMURYU TEA COMPANY LIMITED will be held at the Norfolk Hotel, Harry Thuku Road
Natrobi on Thursday 8% May 2003 at £1.00 a.m. for the following purposes:

i

SPECIAL NOTICE:

Mr 1 P Mbogua shotld have vacated office on atiginment of the age of 70 on 12™ October
2001 in accordance with Section 186 (2} of the Companies Act. The divectors are
accordingly recommending that he continves o serve as 2 director in accordance with
Section 186(3) of the Campanies Act, after the following ordinary resolation is passed at the
forthcoming annaal geneyal roesting:-

“That Mr § P Mbogua be and is hereby appointed to continue being 2 member of the board
of the directors”.

To consider and condinm acceptance of the balance sheet and the financial statements for the
year ended 31% December 2007 and the reports of the directors and auditors thereon.

To declare a final dividend.

Ta authorise the directors to fix the auditors’ remuneration.

BY QRDER OF THE BOARD

C A OQuda
Company Secretary
14% April 2003

NOTE:

A member entitled to attend and vote at the above meeting may appoint a proxy to attend and vole
inatead of kinvher, A proxy need nat be a member of the company. A form of proxy is enclosed,
Sharehalders who will not be able o attend the meeting are requestad io complots and retum it, 50
as to reach the Company not later than 11.00 a.m. on Tuesday 6 May 2003

B
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The Limuri Tea Company Limited
Annugl Report and Financial Statements
Far the year ended 3] December 2002

Five Year Record
2082 2041 2090 1999 1998

Industyy Statistics
Keuya tea production {000 Tonnes) 2870 84.6 236, 248.8 204.2
Mimbasa auction average price
(US cents per kg) 149 153 182 186 197
The Limuru Tea Company Limited
Tea Production {Tonnes) 791 733 03 627 914
Sales (Shs'000) 47,654 45,429 56,202 31,212 65883
Profit/(loss) before tax 4,082 {3,991} 16,998 4242 30,169
Tax (charge)/credit (2,003%) 1,008 (5,174 941 {9407
Profit/{loss) after tax 2,077 {2,083} 11,824 301 20,762
Dividends {1,500} - (11,0000 (G300 ( 17.000)
Profit/(loss) retuined 277 (2,983) 824 3.!('1 3,762
Net asset investinent {Shs’ 000}
Fixed agsets 14,487 14,952 17,518 19,142 13,508
Cither net agoats 16,031 13,658 23,338 21,88 13,220

30,518 28.610 40,856 41,029\ 31,728
Financed by {Shs'00G)
Share capital 12,000 12,000 4,000 4,000 4,400
Reserves 18,255 16,178 34,842 34018 V24,717
Sharehotders™ fimds 30,255 28,178 38,842 38,018 8,717
Deferred tax 263 432 2,014 3031 A1l

30,518 28,610 40856 41,029 31&728
Earpings/(loss) per share (Shs) 3.46 (4.97) i9.71 18.30 34,

*  The comparative figures for 1998 to 2000 have not been re-stated for the effect of adoption of

Ag 17,
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The Limuru Tea Company Limited
Anpgial Report and Financial Statements
For the year ended 31 December 2002

Chairman’s Statement 2002

The Limury Tea Company Limited owns 273 hectares of tea land sitwated four kilometres, fo the east of
Limuy Town. The company is an ontgrower 1o Biooke Bond Kenya Limited, the Jargest private sector
teq company in Kenya. Brooke Boud Kenya acts as The Limuru Tea Company Limited’s agent m
managing the estate, manufacturing, sales and marketing, The tea estate’s green leaf is delivered to the
nearby Mabroukse Factory for processing from where it is sold overseas via Mombaga.

Our total tea crop in 2002 was some 8% above that achieved in 2001. During the 1% quarter of the year,
insufficient rainfall adversely affected production but a combination of more faveurable growing
conditions and enhanced agronamic practices from April onwards, enabled The Limurn Tea Company to
record it’s best annual crop production since the Ef Nino vear of 1998,

The bearish sentiment at the Mombasa auction continued from 2001 into 2002. Fxtremely low prices
were experienced in April and May and for the rest of the year, average prices sttuggled to rise above
U353 1.50. Consequently, prices payable for green leaf were at the low end of historic averages.

Our estate operations are ynanaged in line with Brooke Bond Kenya best practice and in 2002 produced
3,438,570 kilograms of green leaf, which in turn was manufactured into 721,152 kilograms of black tza.

The combination of higher yields, reduced personnel numbers and stringent cost control contributed to
the himprovemeint in The Limutu Tea Company pre-tax profitability from « loss of Shs 3.99m in 2001 to a
profit of Shs 4.08m in 2002,

Prospects

Berter crop volumes were achieved in January 2003 due to the good rainfall received in Decerber 2002,
However, total 2003 volumes will depend on weather conditions during the remainder of the vear. Tea
prices are likely to remaia low until the global surpluses generated during 2001 and 2002 have maoved
through the supply chain. Depressed prices combined with a strong Kenya shilling may adversely atfect
fevenues.

Against this background of fow commodity prices and a syong Kenya Shifling, the concern for our
Business will continue to be the increasing operating costs due to wage inflation, the provision of welfare
benefits and poor infrastruchure.

R A Fairburn
Chatrman
18® February 2003
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The Limiru Tea Company Limited '

Armual Report and Financial Statements -
For the year ended 31 December 2002

Report of the Directors : :

Far tha year ended 31% Deserober 2002 4

The directors sutmnit their report together with the andited financial stetements for the year ended M

31 December 2002, which disclose the state of affairs of the company.

INCORPORATION -
The company is incorporated in Kenya under the Companies Act and is domiciled in Kenya.

PRINCIPAL ACTIVITIES

The principal activity of the company is the growing of green leaf tea.

RESULTS AND DIVIDENDS

2002 2001

Kshs* 000 Kshs*000 -
Profit/(loss) after tax for the year 2,077 (2,983) l ;
Dividends - Final (praposed) (1,800) - :
Retained profit/(loss) ransferred to revenue reserves 277 (2.983) T

FINANCIAL RISK MANAGEMENT OBJECTIVES ANI} POLICIES

The company’s activities expose it 1o a variety of financial risks, including credit risk and the effects

of changes in debt and equity market prices, foreign currency exchange rates and interest rates. The .
company’s overall risk ranagement programme focuses ot the unpredictability of financial markets ;
and seeks to minimise potential adverse effects on its financial performance. e

The Treasury department under policies approved by the group and Board of Direciors catries oni risk _
management. Treasury identifies, evaluates and hedges financial risks. The group treasury management \_E
policies provide weitten principles for overall risk management, as well as written policies covering
specific areas such as foreign exchange risk, interest rate risk, credit risk, vse of derivarive financial i
instroments and investing excess liquidity. O

The company has policies in place t0 ensure that sales are mads to customers with an appropriate —
credit history.

BIRECTORS
Members of the board of directors are listed on page 1. [

Mr I P Mbogua attained the age of 70 on 12% October 2001 and should have vacated the directorship
at the conclusion of the last annual general meeting pursuant to Section 186 (2) of the Companies Act.
A formal resolution to regularise J P Mbogua’s continued service on the board will be passed at the
forthcoming annnal general meeting. re-appointing him in accordance with Section 186 (3) of the
Companies Act.

e

AUDITORS

The company’s auditors, PricewaterhouseCoopers, will contimre in office in accordance with Section
139(2) of the Companies Act.

By order of the Board h
C.A. Ouda |
Company Sectetary m
18" Febryary 2003 _

N
=




Statement of Directors’ Responsihilities

The Companies Act requires the directors to prepare financial statements for cach 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 directors to ensure that the company keeps proper accouinting
repords that disclose, with reasonable accuracy, the fimancial position of the corapany. They are also
respensible for spfeguarding she assets of the company,

The directors accept responsibility for the annuoal financial statements, which have been prepared
using appropriate accounting poficies supported by reasonable and prudent judgements and estimates,
in conforhity with International Financial Reporting Standards and the requirements of the
Corpanies Act. The directors are of the opinjon that the fivancial statements give a true and fair view
of the state of the financial affaics of the company and of its profit or loss. The directors further accept
responsivility for the maintenance of accounting records that may be relied upon in the preparation of
financial statements, as well as adequate systems of internal financial contrel.

Nothing has come to the atiention of the directors to indicate that the company will nof remnain a going
concern for at least twelve months from the date of this statement.

R. A. Fairburn M. Chopra
CHARMAN DIRECTOR
18% Bebroary 2003

e .
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REPORT OF THE AUDITORS TO THE MEMBERS OF THE LIMURU TEA COMPAN
LIMITED

We have audited the financial statements set out an pages 4 to 24, which are in agreement with the
company’s books of account. :

Respective responsibilities of directors and auditors

The directars are responsible for the preparation of financial stalements 4s set out on page 6. Our
responsibility is to express an independent opinion on the finapcial statements based on our audit.

Basis of opinion

We conducted our andit in accordance with International Standards on Auditing. Those standards
requize that we plan and perform onr audit 10 obiain reasonable assurance that the financiat statements
are free from material misstatement. Aun audit includes an examination, on a test basis, of evidence
supporting the amounts and disclosures in the financial statements. It also includes an assessment of
thte accounting policies used and significant estimates made by the directors, as well as an evaluation
of the overall presentation of the financial statemenis.

We have obtained all the information and explanations that o the bast of our knowledge and belief
were necessary to provide a reasonable basis for our opinion.

QOpinion

In our opinion proper books of account have been kept and the financial statements give a true and
fair view of the state of the company™s financial affairs at 31 December 2002 and of its profit and cash
{lows for the year then ended and comply with International Financial Reposting Standards and the
Kenyan Companies Act.

Certified Public Accountants 18% Bebroary 2003
Nairabi




The Limuru Tea Company Limited
Financial Statemenis
For the vear ended 31 December 2002

Profit and Loss Account

- . Notes 2002 2001

Shs*000 Shs’060

_ Sales ! 47,654 45,429
Cost of sales (40,942} (45,600)
Gross profit/(oss) 6,712 {171}

" Other operating incoms 2 1401 444
Administrative expenses {5,207 (6,366)
e Other operating expenses {704) (678)
_ Operating profit/{loss) 3 2,202 (6,771)

Finance income 3 1,880 2,780
Profit/(loss) hefore tax 4,082 (3.991)

— Tax {charge)/credst 7 (2,005) 1,008
Net profit/(oss) 2,077 (2,983)

Farnings/(loss) per share Shs Shs
- basic and diluted 8 3.46 {497
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The Litmury Tea Company Limited
Financial Sttements
For the year ended 31 December 2002
Balance Sheet
Notes 2002 2001
Shs’(00 Shs*000
CAPITAL EMPYLOYED
Share capital 9 12,000 12,000
Revaluation surplus ¢ 1,372 1,441
Retained earnings 15,083 14,737
Proposed Dividends 6 1.800 -
Shareholders’ funds 30,255 28,178
Non-current labilities
Deferred 1t 11 263 432
Provisions for liabilities and charges 12 0,363 7,259
9,626 7,691
39,881 35,869
REPRESENTED BY
Non-corrent assets
Property, plant and equipment 13 14,487 14,952
Current assets
Inventories 13 18 40
Receivables from parent cornpany 21 25,250 21,185
Tax recoverable 3,873 3,849
Cash and cash equivalents 16 28355 5407
31.996 30,481
Current liabilities
Payables and acerned expenses 17 6,602 9,564
Net corrent assets 25,394 20,917
39,881 35,869

The firancial statements on pages 8 to 24 were approved for issuc by the hoard of directars on

18 Pebruary 2003 and signed on its behalf by:

R, A. Fajrburn M. Chopra
CHAIRMAN DIRECTOR

i

P
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2002

Statement of changes in equity

Share Revaluation Retained Proposed
Note capital surplus  earnings dividends Total
Shs*000 Shs*006  Shs’000  Shs'006 Shs’(0G0
Year ended 31 December 2001
At start of year:
- as previously reported 4,000 3,193 25,648 6000 38,341
Prior year adjustment:
~ under provision for deferred
tax in prior years - (431) - - {431)
- reversal of revaluation surplus
on leasehoid land 14 - (1,7835) - - (1,78%)
- reversal of deferred tax on
revaluation - 536 - - 336
- as restated 4,000 1,513 25,648 6,000 37,161
Transfer of excess depreciation - (103} 143 -
Deferred tax on transfer - 31 (31) -
Net gains/(losses) nat recognised
in the profit and loss account - {72y T2 - -
Net loss - - (2983) - (298
Dividends:
- Final for 2000 (paid}) - - - (6,000)  (6,000)
Bonus issue of shares Q 8,000 - {8,000) - -
At end of year 12,000 1441 14,737 - 28,178

10
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The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2002
Statement of changes in equity (continued) jg
Share Revaluation Refained Proposed -
Wote capital surplus  carnings dividends Total : ]
Shs’000 Shs’000  Shs'000  She’000  Shs’000
Year ended 31 December 2002 —_
Ap start of year: -
- as previously reported 12,000 3,121 14,737 - 20,858 _‘T'
Prior year adjustruent: -
- under provision for defarred L
tax in prior years - (4313 - - (431) -
- reversal of Tevaluation surplus —
on leasehold Jand - {1.785) - - (L785) i
- reversal of deferred tax on -
revaluation - 336 - - 536
=
L
- as restated 12,000 1.441 14,737 - 28,178
Transfer of excess depreciation - (99) 99 - _jl
Deferred 1ax on transfer - 30 {30) -
i
Net gains/(losses) not recognised L
in the profit and loss account - {69} o0 - -
Net profit - - 2,077 - 2T
Dividends:
Proposed Final for 2002 - - {1,800) 1,800
At end of year 12,000 1,372 15,083 1,800 30,255

T
1
3 :

11 m
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The Limuyru Tea Company Limited
Financiul Statements
For the year ended 31 December 2002

Cash Flow Statement

Operating activities

Cash generated from operations
Interest received

Tax paid

Net cash from operating activities

Financing activities

Dividends paid

Net cash used in financing activities

Decrease in cash and cash equivalents
Movement in cash and cash equivalents

At start of year
Decrease

Atend of year

Noles

16

i2

2062 2601
Shs*000 Shs’000
(2,234) (14,837)
1,880 2,780
(2,198) {1.118)
(2,352) (13,1759)
- (6,000}
- (6,000)
(2.552) (19,1753
5,407 24,582
(2.552) (19,175)
2,855 5,407
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The Limuru Tea Company Limited
Financial Staterments
Far the year ended 31 December 2002

Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are set out
below:

(a)

L)

()

)

Basis of preparation

The financial statements are prepared in accordance with and comply with International Financial
Reporting Standards (IFRS). The financial statements are presented in Kenya Shillings (Shs) and
prepared under the historical cost convention as modified by the revaluation of certain property,
plant and equipment.

The preparation of financial statements in conformity with generally accepted accounting
principles 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 period.
Although these estimates are based on the directors” best knowledge of current events and actions,
actual results ltimately may differ from those estimates,

Revenue recegnition

Sales of green leaf tca are recognised upon delivery of products to customers and are stated net of
charges paid o mannfacturers, selling agents, County Council Produce Cess paid ta Limuru
County Council, VAT and discounts.

Interest income is recognised on a time proportion basis that takes into account the effective vield
an the asset unless collectibility is in doubt,

Transtation of foreign currencies

Transactions in foreign currencies during the year ave converted into Kenya Shillings at rates
ruling at the transaction dates. Assets and liabilities at the balance sheet date which are expressed
in foreign cusrencies are translated into Kenya Shillings at rates rulfing at that date. The resulting
differences from conversion and translation are dealt with in the profit and loss account in the year
in which they arise.

Property, plant and eguipment

All categories of property, plant and equipment are initially recorded at cost and subsequently
stated at cost, ot at revalued amounts, less depreciation.

Developmment costs, which are capitalised, include direct costs and attributable overheads incurred
in bringing crops into production, which occur in the fourth year after planting,

Increases in the carrying amount arising on revaluation 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 1o the profit and loss account. Each year the difference
between depreciation based on the revalued carrying amount of the asset (the depreciation charged
to the profit and loss account) and depreciation based on the asset’s original cost is transferred
from the revaluation surplus to retained ¢arnings. )

13
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The Limuru Tea Compuany Limited
Financial Statements
For the year ended 31 December 2002

Accounting Policies (continued}

@

{e)

)

V-]

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:

Tea development — from year 4 onwards, a graduated scale is adopted that increases the annual
depreciation charge from 0.6% in year 4 to 2% in year 10. The depreciation rate remains at 2%
thereafter for the remaining part of the asset’s useful life.

Buildings and farm works — in equal instalments over the useful life of the assets, but not
exceeding 40 years.

Vehicles and computers — 4 years
Plant, fixtures and fttings — 14.3 years

Freehold land is not depreciated.

Property, plant and equipment are periodically 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 reference to their
cartying amounts and are taken into account in determining operating profit. Cn disposal of
revalued assets, amounts in the revaluation surplus relating to that asset are transferred to retained
earnings.

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

Inventories are stated at the lower of cost and net realisable value. Cost is determmined by the
weighted average method. The cost of finished goods comprises raw materials, direct labour, 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.

Trade receivables

Trade receivables are carried at amortised invoice amount less provision made for impairment of
these receivables. A provision for impairment of trade receivables is established when there is
objective evidence that the company will not be able ta collect all the amounnts dus according to
the original terms of receivables. The amount of the provision is the difference between the
carrying amount and the recoverable amount, being the present value of expected cash flows,
discounted at the market rate of interest for similar borrowers.

14



The Limuru Tea Company Limited
Financial Statements
For the year ended 31 December 2002

L T — ]
1o

Accounting Policies (continued)
(h) Employee entitlements I
Employee entitlements to gramity and long service awards are recognised when they accrue to
employess. A provision is made for the estimated liability for such entitlements as a result of —

services rendered by employees up to the balance sheet date.

The estimated monetary liability for employees’ accrued ammual leave entitlement at the balance
sheet date is recognised as an expense accrual.

()  Deferred tax

Deferred tax is provided, using the liability method, for all temporary differences arising between i
the tax bases of assets and liabilities and their catrying values for financial reporting purposes. Tax o
rates enacted or substantively enacted at the balance sheet date are used 1o determine deferred tax. -

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

=

[

(i)  Retirement benefit obligations i

The company’s qualifying employees are members of the Brooke Bond Kenya Limited Staff i

Pension Scheme, which is a defined benefit scheime. The assets of the scheme are held in a il

separate trustee administered fund that is funded by contributions from Brooke Bond Kenya o
Limmted, the company and employees, taking account of recommendations of independent

qualified actuaries.

The pension costs are assessed using the projected unit credit method. Under this method, the cost
of providing pensions is charged to the income statement so 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 obligation is measured as the present value of
the estimated future cash cutflows. Actuarial gains and losses are recognised over the average
remaining service lives of employees.

(k) 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 until declared.

o

(1) Comparatives ;

Where necessary, comparative figures have been adjusted to conform with changes in presentation —

in the cnrrent year, o

m

b
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The Limuru Tea Company Limited
Financial Statements
For the vear ended 31 December 2002

Notes forming part of the Financial Statements

1 Analysis of sales by category 2002
Shs’000
Sales of green leaf to Mabroukie factory 47,654

2001
Shs”000

45,429

There is only one business segment (production of green leaf tea) and one geographical segment

(Kenya), therefore na segment information is presented.

2 Other operating income 2002 2001
Shs*000 Shs*000
Sales of firewood to Mabroukie factory 956 427
Miscellaneous income 445 17
1,401 444
3 QOperating profit
The following items have been charged in arriving at
operating profit:
Depreciation on property, plant and equipment (Note 13) 465 78l
Repairs and maintenance expenditure on property, plant and
equipment 1,225 2,020
Staff costs (Note 4) 33,624 37,493
Aunditors” remuneration 299 299
4 Staff costs
The following items are included within staff costs:
Salaries and wages 29,320 28,699
Social security benefits 277 11
Retirement benefits costs:
- Defined benefit scheme (Note 22) 305 398
- Provision for retirement gratuity 1,294 5,577
Other staff costs 2428 2,808
33,624 37,493
The number of persons employed by the company at the
year-end was
2002 2001
Number Number
Full time 351 381
Casual 193 5
544 386

16



The Limuru Tea Company Limited
Financial Statements
Far the year ended 31 December 2002

Notes forming part of the Financial Statements {continued)

5

Finance incomce 2002 2001
Shs’ 000 Shs* 600

Interest income

- Short term deposits - 791
- Current account with Brooke Bond Kenya Limited 1,880 1,939
1,880 2,780

Dividends per Share

Proposed dividends are accounted for as a separate component of equity until they have been
ratified at an Annual General Meeting, At the annual general meeting to be held on gt May
2003, a final dividend in respect of the year ended 31 Decermber 2002 of Shs 3 per share
amounting to a total of Shs 1,800,000 is to be proposed.

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

2002 2001
Tax Shs 000 Shs 000
Current tax 2,174 469
Deferred tax (Note 11) (169) (1477)

2,005 (1,008)

The tax cn the company’s profit befote tax differs from the theoretical amount that would arise

uging the basic tax rate as follows:

2002 2001

Shs’000 Shs*000
Profit/{loss) before tax 4,082 (3,99
Tax calculated at a tax rate of 30% 1,225 (1,197)

Tax effect of:

Expenses not deductible for tax purposes 58 197
Under/(over) provision in prior years 722 (8
Tax charge 2,005 (1,008)

17
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i The Limuru Tea Company Limited
Financial Statements

For the vear ended 31 December 2002

8

10

11

Notes forming part of the Financial Statements (continued})

Earnings/(loss) per share

Basic earnings per share are calculated by dividing the net profit attributable to shareholders of
The Limura Tea Company of Shs 2,077,000 (2001 : Shs 2,983,000 loss) by the 600,000
ordinary shares in issue during the year.

There were no potentialiy dilutive shares outstanding at 31 December 2002 or 2001, therefore,
diluted earnings per share is the same as basic earnings per share.

Share capital Numnber of Crdinary
shares shares

(Thousands) Shs*(00

Balance at 1 Fanuary 2001 200 4,000
Bonus issue 400 8,000
Go0 12,000

Balance at 1 January 2002 and at 31 December 2602 600G 12,000

The tota! authorised number of ordinary shares is 600,000 with a par value of Shs 20 per share.
All issued shares are fully paid.

At the anmual general meeting of § May 2001, the shareholders approved an increase in the
authorised share ¢apital from 200,000 to 600,000 ordinary shares of Shs 20 per share. At the
same meeting, shareholders approved a bonus issue of the additional shares, to be satistied by
capitalisation of Shs 8,000,000 ocut of the balauce standing to the credit of the retained earnings

at that date.
Revaluation surplus

The revaluation surplus represents solely the surplus on the revaluation of property, plant and
equipment net of deferred tax and is non-distributable. The movement on the revaluation
surplus is set out in the ststement of changes in equity on pages 10 and 11.

Deferred tax

Deferred tax is calculated, in full, on all temporary differences under the liability method using
a principal tax rate of 30%. The movement on the deferred tax account is as follows:

18
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The Lintru Tec;; Comparny Limited

Financial Stafements
For the year ended 31 Pecenber 2002

Notes forming part of the Financial Statements {continued)

11

12

Deferred tax {confinued)
2002 2001
Shs*000 Shs’000
At start of year
- as previously reported 537 2,014
- prior year adjustments:
- under provided in prior years 431 431
- reversal of revaluation surplos on leasehold land (536} {539)
- as restated 432 1,909
Credit to profit and loss account (Note 7) {169) (1,477)
At end of year 263 432
Deferred tax assets and liabilities, deferred tax charge/(credit) in the profit and loss account,
and deferred tax charge/(credit} in equity arc atiributable to the following items:
1.1.2002  Charged/ 31.12.2002
(credited)
o P/L
Shs’000 Shs*G00 Shs*000
Deferred tax liabilities
Property, plant and equipment:
- on historical cost basis 1,993 704 2,697
- on revaluation surpluses 617 (30 587
2,610 674 3,284
Deferred tax assets
Provisions 2,178) {843) (3,021)
Net deferrad tax lizhility 432 (169) 263

Deferred tax of Sha 30,000 (2001: Shs 31,000) was transferred within shareholders’ equity
from revaluation surplus to retained earnings. This represents deferred tax on the difference
between the actual depreciation on the property and the equivalent depreciation based on the
historical cost of the property,

Provisions for liabilities and charges (Gratuity)

Shs'(0D
At start of year 7.259
Additional provisions charged to income statement 3,065
Utilised during year (961)
At end of year 9,363
Less: current portion -
Non-current portion 9,363
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Notes forming part of the Financial Statements {continued)

i3 Property, plant and equipment

Cost or valuation
Al start of year
- reclassification of leasehold land (Note 14)

- as restated
- transfers

At end of year

Depreciation
At start of year
Charge for the year

At end of vear

Net book amount
At 31 December 2002

At 31 December 2001 (restated)

Tea Plant & Motor Computer, fixtures Tatal
Buildings development machinery vehicles & fittings

Shs’000 Shs*000 Shs"H00 Shs*000 Shs’(000 Shs’000

12,091 11,605 451 4,238 26 28411
(1,785} - - - - (1,783)

10,306 11,605 451 4,238 26 26,626

- 227 (227) - - -

10,306 11,832 224 4,238 26 26,626

5,147 2,141 224 4,140 22 11,674

230 136 - 98 1 463

5,377 2,277 224 4,238 23 12,139

4,929 9,555 - - 3 14,487

5,159 9,464 227 98 4 14,952
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Notes forming part of the Financial Statements (continued)

13

14

15

Property, plant and equipment {continwed)

In the opinion of the directors, there is no impairment of property, plant and equipment.
Buildings were last revalued during 1977 by Tysons Habenga, Chartered Surveyocrs.
Valuations were made on the basis of the open market value. The book values of the properties
were adjusted to the revaluations and the resultant surplus net of deferred tax was credited to

the revaluation reserve in shareholders’ equity.

If the buildings were stated on the historical cost basis, the amounts would be as follows:

2002 2001
Shs’ (00 Shs*000
Buildings :
Cost 5,242 5.242
Accumulated depreciation (2,271) (2,140)
Net book amount 2,971 3,102

Prepaid operating lease rentals

Following clarification by the International Accounting Standards Board JASB) in January
2002 and further guidance by the Institute of Certified Public Accountants of Kenya {(ICPAK)
the company has reclassified leasehold land from property, plant and equipment to prepaid
operating lease rentals to be carried at historical cost less amortisation over the period of the
lease. As part of the reclassification, the revaluation surplus on leasehold land has been
reversed against the revaluation surplus in the shareholders’ equity.

The effect of the reclassification of leaschold fand is as follows:

2002 2001
Shs” 000 Shs*QUd)
Net book amount reclassified from property, plant and

equipment (Note 13) 1,785 1,785
Reversal of revaluation surplus (Note 10) (1,785) {1,785)

At end of year - -
Inventories 2602 2001
Shs’G00 Shs’000

Stores and fertilisers 18 40
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The Limuru Tea Company Limited
Financigl Statements
For the year ended 31 December 2002

Notes forming part of the Financial Statements (continued)

16  Cash and cash equivalents 2002
Shs*060
Cash at bank and in hand 2,855

2001
Shs’000

5,407

For the purposes of the cash flow statement, cash and cash equivalents comprise cash at bank

and in hand as stated above. :

17  Payables and accrued expenses 2002 2001
She000 $hs*000
Trade payables 2 2
Accrued expenses 3,008 3,358
Ciher payables 3,502 6,204
6,602 9.564
18  Contingent liabilities
The company had no contingent liahilities at 31 December 2001 and 2002,
19 Commitments
Capital commitments
The company had no capital commitments at 31 December 2001 and 2002,
Operating lease commitments
The company had no operating lease commitments at 31 December 2001 and 2002,
20  Cash generated from operations
Reconciliation of profit before tax to cash generated from operations:
2002 200%
Shs’000 Shs’000
Profit/{loss) before tax 4,082 (3,991}
Adjustments for:
Interest income {(Note 5} {1,880y (2,780)
Depreciation {Note 13) 463 781
Changes in working capital
— receivables (4,065) (17,624)
— inventories 22 163
— payables and accrued expenses {2,962) 3,574
— provisions for liabilities and charges 2,104 5,040
Cash generated from operations (2,234) (14,837)
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Notes forming part of the Financial Statements {comtinued)
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Related party transactions

The company is controlled by Brocke Bond Kenya Limited, incorporated in Kenya. The
uitimate parent of the Group is Unilever Pic, incorporated in the United Kingdom.

The following transactions were carried out with related parties:

i) Sale of green leaf tea 2002 2001
Shs’000 Shs000
Brooke Bond Kenya Limited 47,654 45,429

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

ii} Outstanding balances from sale and purchase of goods/services

2002 2001

Shs*000 Shs’000

Receivables from parent company 25,250 21,185
iiiy Directors’ remuneration 2002 2001
Shs*000 Shs’000
- fees 253 253

Retirement henefit arrangements

The amounts recognised in the balance sheet are determined as follows:

2002 2001

Shs’000 Shs’000

Present value of funded obligations 3,489 5,194
Fair value of scheme assets (3,044) (2.930)

Present value of unfunded obligations/{over-funding) 443 1,264
Unrecognised actuarial gains/(losses) {445} ([.264)

Liability/(asset) in the balance sheet - -
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Notes forming part of the Financial Statements (continued)
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Retirement benefif arrangements (continued)

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

2002 2001

Shs'000 Shs*G00

Current service cost 282 289

interest cost 390 527
Expected return on plan assets (402) (438)

Net actuarial losses recognised in the year 35 20

Met charge for the year included in staff costs 305 398
Contributions paid (303) (398)

Mavement in the liability/assct in the balance sheet -

The actual return on scheme assets was Shs 278,412 (2001: Shs 71,593).

The above amounts have been derived from the actuarial projections for the group scheme,

pro-rated for the company on the basis of pensionable salaries.

The principal actuarial assumptions used were as follows:

2002

%

- discount rate 11.5
- expected rate of return on scheme assets 125
- future salary increases 9.5
- future pension increases 8.0
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Principal Shareholders & Share Distribution Schedule

A, Principal Shareholders

The ten largest shareholdings in the Company as at 31 December 2002 were as follows:

10.

Name

Brooke Bond Kenya Limited

Mulchand N Shah

Kenya Commercial Bank Staff Pension Fund

Registered Trustees

Insurance Company of East Africa Ltd. Life Fund A/c

Jubilee Insurance Company Lid.

Md Mutual Insurance Co. Ltd.

Stanbic Nominees Kenya Ltd

Stanbic Nominees Kenya Ltd. Ac SCKFF

Vithaldas N Morjaria
Millicent Ivy Morson
Distribution Schedule
Category No. of
Shareholders
1 - 1,000 48
1,001 - 5,000 5
5001 - 10,000 -
10,001 - 100,000 7
100,001 - 500,000 1
Total 71
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No. of Shares

19,603
37.263
231,136
311,954

600,000

Number of Shares

311,994

63,644

57.942
30,627
26,211
24,507
14,856
11,349

4,575

4,134
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FORM OF PROXY

I'We

(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 meeting as moy/our proxy to aitend and note for me/us and on
my/four behalf at the seventy-cighth annual general meeting of the company to be held on 8% May

2003 and at any adjournment thereof.

I/'We desire to vote on the resolutions set oul in the notice of the meeting as shown below (please

tick the appropriate space).

Resolutions Resolutions For Against
f1. Special Notice 1
To adopt the Annual Report of the Directors and
Financial Statements 2
3. | To declare a final dividend 3
4, | To authorise the directors to fix the auditors’ 4
Temuneration
As witness myfour hand this day 2003
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 a.m. on Tuesday &® May,
2003.
2. All alterations to the proxy form must be initiatled.
3. Should the form of proxy be returned signed, but without épeciﬁc 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 or

attorney duly authorised in writing.

To be posted to:

Company Secretary

The Limuru Tea Company Limited
PO Box 42011

00100 Nairobi GPO
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