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Board of
Directors

N. N. Merali M. H. Da Gama-Rose

M. N. Omar B. M. Williams . A Timamy

. Key
Management| .
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- 5. Menon R. Umesh J- M. Kieu
i General Manager Tea Operations Group Financial Controfler General Manager Coffee Operations
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Notice of
Meeting

Notice is hereby given that the 54th ANNUAL GENERAL MEETING of
the members will be held at Hotel Inter-Continental, Nairobi on Friday,
24th February 2006 at | 1.00 am for the following purposes:

1. To confirm the minutes of the 53rd Annual General Meeting held on
I 7th February 2005,

2. To receive, consider and if deemed an..m..._o_uﬂ, the annual financial
statements for the year ended 30th September 2005 together with
the reports thereon of the Directors and of the Auditors.

_ 3, a) To elect Directors:
_v N. N. Merali, a director “retiring by rotation, who wm.:m eligible,
offers himself for re-election.

) M. N. Oawnm director retiring by rotation, who _um_sm eligible,
offers himself for _..o.,m_mnn_o:

_5? H. Butt, a n___.onno_, ..nni:m g ..an_o:. <§o cmm:m m_ﬁ_w_m_
oa.m_d himself for _..a..mmonmo:

_<v. . A. Timamy, a director retiring by rotation, who being eligible,
offers himself for re-election.

v) B. M.Williams, a director retiring by rotation, who being eligible,
offers himself for re-election.

b) mvonﬁ_ :oﬁ_nﬂ is hereby given pursuant to Section |186(5) of the
ngm.p._...m }dn.no consider the F_Fizm resolutions:

xi I 4 Sasini Tea and Coffee Limited

A .

i) "That Mr. M. H. Da Gama-Rose, a director who has attained the age of 75
years, be and is hereby re-elected a director of the Company".

.5 "That Mr. A. P Hamiiton, a director who has attained the age of 78 years, be
and is hereby re-elected a director of the Company”.

4, To confirm the Directors’ emoluments.

5. To appoint Ernst & Young as auditors for the ensuing year and authorise the

Directors to fix their remuneration.

6. To transact any other business which may be transacted at an Annual

General Meeting.

By order of the Board

. ._.>..._.m=..u..=<

Company Secretary
Nairobi,
06 December 2005

Notes:
« A member entitled to attend and vote at this meeting, may appoint a proxy to

attend and vote on histher behalf, and such a proxy need not be a member of the
Company.

. *The form of proxy is enclosed.
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Chairman’s
Statement

After an impressive performance in 2004, the world economy is
expected 8..:...1:95 a growth rate of 4.4% in the year 2005.The growth
prospects for the global economy however continue to be threatened by
the high oil prices. On the regional scene, the outlook appears much
better with the resumption of peace in the Horn of Africa and ongoing
implementation of the Common External Tariff in the East African
Community as well as the rebust growth in Kenyas COMESA trading
partners which are expected to promote export-led growth.

Kenya’s economic recovery is expected to sustain its upward trend with
real GDP projected to reach 5% in 2005-06, up from 4.3% in the previous
year. Though tourism, transport and communications were the star
performers, other .sectors of the economy, including horticulture,
manufacturing, trade, building and construction also performed well. This

positive trend is expected no_vm maintained in 2005-06.

Inflation is under control, the Kenya shilling :... strong, the overall balance
of payments is in surplus, interest rates are steady and revenue collection
above target. With all these positive economic indicators, Kenya’s
economic growth could have been much better but for the fractious
Coalition Government and the heated referendum issue. With the
referendum behind us, it is hoped that good governance and the

economy will now take centre stage.

In the year 2004-05, the Company faced several adverse factors that had
a huge impact on profitability. The combination of weak tea prices as a
result of oversupply in the international market, a strong shilling,
escalating production costs, especially labour, fuel and fertilizer costs, and
adverse weather conditions resulted in a net loss after tax and minority
interest of Shs.38.21 million for the year (Shs.102.6 million profit in
previous year). The trade dispute between Kenya and Pakistan early in

6 Sasini Tea and Coffee Limited

2005 over the import duty on rice under the East African Customs Union Protocol,
also had an adverse effect on tea prices. The only positive factor was the higher

prices for coffee.

The year 2004 was an extraordinary year for the world tea industry, with world
output rising to an unprecedented 3.22 million tons. International prices however
were buoyant till the last quarter of 2004 when market participants started to realize
that there was a glut in supply. Since then prices have continued to decline with
production continuing to grow and demand showing only a very Son_m_.m.nm rise. The
excess of supply over demand is estimated to be around 200 million kilograms and

in the short to medium term we do not expect to see any significant rise in prices.

The prices at the Mombasa auction fell by an average of about |11 US cents per
kilogram of made tea. The drop in price was higher for medium and lower medium
teas and Sasini had to embark on a quality drive, starting with leaf quality, to ensure
a reasonable price at the auctions. The quality drive was successful, with price
realization per kilogram improving 25%, but there was a marked decline in quantity.
A prolonged spell of cold weather and more than usual hail damage also contributed

to the lower production volume.

The combination of lower price realization, lower quantity and a strong shilling has
had a negative impact on the tea operations during the year. Tea production fell to
7.36 million Kgs (8.74 million Kgs previous year) with own leaf contributing 5.28
miillion Kgs (5.40 am__mr: Kgs previous year) and the out growers leaf contributing
2.08 million Kgs (3.34 million Kgs previous year).Tea sales for the year were 7.53
million Kgs (8.57 million Kgs previous year).The average sales realization per Kg was
down 14.30% to 5hs.86.13 per Kg, from Shs.100.5] per Kg in the previous year.The
lower price realisation and the strong shilling alone contributed to a decline in sales
realisation of about Shs.108 million during this financial year compared to the

previous year.
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Chairman’s
Statement

continued

| am pleased to report that during the year, all our coffee estates and
Aristocrats Coffee and Tea Exporters Limited were awarded International
Certification by Uz Kapeh Foundation of Holland. The certification

identifies the Company as a “responsible coffee producer” having due

_regard to the quality of produce, social responsibility and care of

environment. Following this certification, coffee prices realized by Sasini
have shown an upward trend. Similarly, our tea estates and factories
received Grade A Certification from Ethical Tea Partnership of UK., a very

significant achievement.

In the tea estates, new afforestation continues to be undertaken. |00% of
our fuel wood requirements are met from our forests and re-forestation
is keeping pace with the depletion. In the coffee areas, afforestation
programme is proceeding according to schedule and forestry continues

to be a valuable source of revenue and fuel.

Secondly, plans outside commodity production operations: Initiatives
under this heading include value addition options in the area of blending,
packing and branding of teas and coffees for local consumption and for
export so as to overcome the said cyclical trends in performance over
which the Company has no controf. All the value added products will be

~ under the brand name of “Sasini”. We plan to launch “Sasini” brand teas

and coffees in the local retail market in the first half of 2006. Once the
Sasini Brand is established we expect to leverage the brand equity to
launch other products like dairy, horticulture products, etc. In this
connection, we have established a lean but effective value addition
department for tea and coffee. The department will steer the value
addition programme and related marketing efforts of the resultant
products locally and internationally. Meanwhile the Management has
already embarked upon search for markets for our products with useful

8 Sasini Tea and Coffee Limited

contacts made within Kenyan formal and informal markets and traditional and non-

traditional international markets.

Finally as a part of the value addition initiatives the Company intends to set up a
Coffee Mill to process its parchment coffee. Hence it is eventually planned that Sasini
should produce, mill, roast, pack and export coffee and as soon as the government

fully liberalizes the coffee sector, we should provide coffee marketing services.

In summary, strategic plans for value addition, aggressive marketing, trading,
productivity and diversification measures have already been put in place and are being
implemented. The Board considers these as the only options available to come out of
the unpredictable nature of the tea and coffee business and the results of these
initiatives will be reflected in the future results of the Company. Most importantly,

Sasini will continue to produce products of the highest quality and conform at all

‘times to the principles of good corporate governance.

| wish to thank all members of the Sasini team for their dedicated service and the
new initiatives, which | am confident, will yield rich dividends in the years to come. |
also wish to thank my fellow Board Members for their support and commitment to

the new inidatives being undertaken by the Company.

On behalf of the Board of Directors, | say a special thank you to the Shareholders
for the continued support that you have extended to the Board through the good
times and the bad times. | seek your m_._n_o_,mm_.:m:ﬂ_ of the new initiatives which will
transform the Company to a combination of commodities production, value addition
and trading operations that will generate consistent dividends for the shareholders

in future.

A.P. Hamilton
Chairman
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Taarifa ya
Mwenyekiti

Kuendelea

kutoka shilingi 100.5¢ iwa kilo mwaka uliopita. Bei ya chini lliopatikana
na shilingi imara pekee zilichangia kupunguka katika mauzo yaliopatikana
y2 kama shilingi milioni 108 katika mwaka huu wa kifedha ikilinganishwa
na mwaka uliopita.

Tumeanzisha mikakati ya uzalishaji kutokea mwisho wa mwaka wa
kifedha kuhakikisha viwango vya juu vya uzalishaji. Kiwango kipya,
“MAGURA” kimeanzishwa kama sehemu ya mkakati huu na kinafanya

vyema katika minada ya chai. Kampuni ilifanya uegeshaji mkuu wa mtaji

katika viwanda vyote vya Kipkebe na Keritor mwaka huu, unaonuiliwa
kuendeleza ubora na uthabiti wa chai zilizotengenezwa. Kazi hizi za mtaji
ambazo zitakamilishwa kufikia mwisho wa 2005 quﬁgm?m kuchangia
kupatikana wiw bei za chai za juu zaidi zitakazopatikana katika mnada na
mauzo ya mikataba ya kibinafsi.

_mm—vo_n:iw. utendaji wa kahawa wa Kampuni ulifanya vizuri katika mwaka
kutokana na ongezeko la uzalishaji na bei ya juu iliopatikana, hata hivyo
faida ilipunguzwa kidogo na shilingi ilioimarika. Uzalishaji wa _S:. Vi
uliongezeka kwa asilimia 20.37 kuwa tani 1,235 katika mwaka ?w;w 4
mwaka uliopita) na mauzo ya kahawa yalikuwa tani 1,298 (g
mwaka uliopita). Bei ya wastani iliopatikana kwa tani i -
181, 505/= (shilingi 140,619/= mwaka uliopita), ongez
Gharama za juu za pembejeo, hasa gharama za n

kuwa jambo la kushughulisha.

Shughuli za Kampuni za ufugaji ng’ombe wa :ﬁasﬁ
kukua na ng'ombe wa maziwa wa _Am_sv::_ iw_ﬁaﬁ_.sa

katika maonyesho ya kilimo ya Mkoa wa Kati huko: Z«oﬂ na.pia katlka
" maonyesho ya kibiashara ya _n_s..mﬁmu ya Zwrdz Z%na..&n mﬂ sk
4 mkuu hutoa zaidi ya kilo 50 za Bng xsa uw#: mn.aﬂ _ﬁs_ﬁ.ﬁ

shughuli za ng'ombe wa maziwa ,_.o:wmumxu rciw _nurn 4,794.2

10 §E§§§

kutoka _Am._ﬁ 2,132,056/= katika mwaka uliopita, Tumeanzisha uongezeaji thamani
katika utendaji wetu wa maziwa na tunataraji kupanua u_.Ew_E:. hizi katika miaka
inayokuja. Kushuka kidogo sana katika bei za kahawa za kimataifa kunaweza kuwa na
athari kubwa na hasi katika biashara na hivyo umuhimu wa kufanya anuai na kuongeza

thamani kulingana na mpango maalum wa kampuni unaoelezwa hapo chini.

Tulikuwa tumeripoti mwaka jana rcrcu: _.__.Ezc.u wa _.B:_vca ndogo ya kibiashara ya
Aristocrats Coffee and Tea ..mxvo_&owm ‘Limited. Kampuni hii katika mwaka, ilianza
kufanya vizuri katika :_um:n_m,im vSm:w_.m ya kahawa. Safari ya kibiashara iliofanywa
nchini Uingereza _._wana, E_&Baw _cs_._a_ nyingine za _n__u_um:mqm tayari zimesababisha
maagizo marid| v .
:erc:cn_mpg

:3_6 _czw im:E.EN. na _:»BB__SN kuwa utendaji huu
Kr:g g—ﬁ 3«5&9 wa kifedha unaokuja.

:E:E_ »:ciﬂ wa kundi, w_..:m_.E__ za kilimo cha bustani
Zio_mw :s Kiambu. Mazao yalicanzishwa ni kama
gwe gw_dmn Jaribio la zao ia mti wa dawa,
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Graphical
Information
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Report
of the
Directors

The Directors have pleasure in presenting their annual report and the
audited financial statements for the year ended 30 September 2005
which show the state of affairs of the Group and the Company.

ACTIVITIES

The principal activities of the Company and its subsidiaries is the growing
and processing of tea and coffee, investment in equity and property,
forestry, dairy operations, livestock and horticulture.

GROUP RESULTS AND DIVIDENDS

[ 2005 | 2004
K.Shs "000 |K.Shs "000
{Loss)/Profit arising
from operating activities (38,212) | 102,597
interim dividend Nil  (2004: 20%) - | (38,009)
Second interim dividend Nil  (2004: 30%) -1 (57014
Balance transferred
{from)/to reserves (38,212) 7,574

In view of the results, the Directors do not recommend the payment of
a dividend. .

SHARE CAPITAL AND RESERVES

The authorised and issued share capital of the Company at 30 September
2005 and matters relating thereto are set out in note || to the financial
statements.

Full details of the Group and Company reserves and movements therein
during the year are shown on pages 23 and 24 of the financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in Property, Plant and Equipment are shown in
note 3 to the financial statements. :

DIRECTORS
Details of the Board of Directors are set out on page |.
Messrs. N. N. Merzali, M. N. Omar, A. H. Butt, I. A Timamy, and B. M.

14 Sasini Tea and Coffee Limited

Williams retire by rotation and, being eligible, offer themselves for re-election,
Mr. M. H. Da Gama-Rose and Mr. A, P Hamilton also retire by rotation and being 75
years of age and 78 years of age respectively, seek re-election under the provisions

" of Section 186(5) of the Companies Act.

SUBSTANTIAL SHAREHOLDINGS
The Directors are aware of the following interests which amount to 3% or more
of the issued share capital of the company:

Shareholding%
2004

2005
Legend Investments Limited L 4184 4|84
Yana Towers Limited o292 ! 12.92
East Africa Batteries Limited 1281 | 15.13

DIRECTORS' INTEREST
Directors' interests in the shares of the Company as at 30th September 2005 were
as follows:

No. of Shares

Name of Director

Mr. A. P Hamilton 10,000

Mr. PW. Muthoka 10,000

Mr. A, H. Butt 4,500

Mr. LA Timamy 1,950

Mr.M. N. Omar 450
AUDITORS

Ernst & Young have expressed their willingness to continue in office In
accordance with section [59(2) of the Companies Act.

By order of the Board
LA.Timamy
Company Secretary
Nairobi

06 December 2005
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Corporate
Governance

Corporate governance is the process and structure used to direct and
manage business affairs of the Company towards enhancing prosperity
and corporate accounting with the ultimate objective of realizing
shareholders long-term value while taking into account the interest of
other stakeholders.

The Company conducts its operations in accordance with the principles
of good corporate governance as provided in the guidelines issued by
the Capital Markets Authority and complies with the Capital Markets
(Securities}), (Public Offers, Listing and Disclosures) Regulations, 2002.

Board of Directors

The composition of the Board is compliant with good corporate
governance practices. The role of the Chairman and the Managing
Director are segregated. The Managing Director and Chief Executive is
in charge of the day to day running of the business of the Company. A
non-executive director acts as Chairman of the Board. The current
Board is composed of ane executive director and seven non-executive
directors. The Board is therefore composed of committed individuals
with diverse and complementary skills to ensure that there is sufficient
wealth of experience at board level. All the directors’ appointments are
subject to confirmation by shareholders at the Annual General Meeting,
All the directors, except the Managing Director retire by rotation
annually and are eligible for re-election at the Annual General Meeting.

- The Directors are given appropriate and timely information to enable

them maintain full and effective control over all strategic, financial,
operational and compliance issues.

Board Meeting

Board Meetings are held every quarter and during this financial year, a
total of four (4} Board Meetings were held.

Board Committees
The Board has approved the delegation of certain authorities to the
Board Sub-Committees where applicable and to the Management.

The Board has two Committees both of which are guided by clear terms
of reference.The Committees are instrumental in monitoring Company
operations, systems and internal controls. The committees are as follows:

16 Sasini Tea and Coffee Limited

Audit Committee

The members of this committee are all non-executive Directors and professionals.
All the members meet minimum financial literacy standards and have accounting or
financial management expertise. The committee meets four times in a year and the
Managing Director, the Group Financial Contraller, the Internal Auditor, and the
External Auditors attend most meetings of the committee. The role of the
committee includes:

i) The review of interim and annual financial statements to ensure compliance with
accounting standards and other disclosure requirements.

ii) The maintenance and review of the Company’s system of accounting and internal
" controls.

iy Liaising with external auditors of the Company and effecting their
recommendations.

iv) Defining the scope and responsibilities of the internal auditors.

Finance and Management Committee

The committee comprises two non-exacutive directors, the Managing Director and
the Group Financial Controller. The General Managers attend all meetings of this
committee. The committee is chaired by a non-executive director and meets four
times in a year.

The role of the committee include:

#) To monitor and review the operational and financial performance of the Group
against key performance indicators, identifying shortcomings and ensuring
corrective measures and actions are taken.

ii) To review the Group's investment plans and recommend these to the Board
for approval.

iii) To ensure that the system of financial controls are effectively administered and to
oversee the Group’s information technology programme.

Directors’ Remuneration
The remuneration for non-executive directors consists of fees and sitting allowances
for their services in connection with Board and committee meetings.

The aggregate amount of emoluments paid to directors for services rendered during
the financial year ended 30 September 2005 are contained in note 25 to the financial
statements in this annual report.
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Statement

of Directors’
Responsibilities
on the

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year which give a true and fair view of the state of affairs of
_H_ijomm_ the Group and Company as at the end of the financial year, and of the operating resules of the Group for that year. It also requires the Directors to ensure the
mﬂmﬂmgmjﬁm Group and the Company keep proper accounting records, which disclose with reasonable accuracy, the financial position of the Group and the Company. They

FORTHE | are also responsible for safeguarding the assets of the Group and the Company.

YEAR ENDED

30 SEPTEMBER 2005
The Directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting policies supported by reasonable

and prudent judgements and estimates, in conformity with International Financial Reporting Standards and in the manner required by the Kenyan 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 Group and the Company and of
the operating results of the Group.The Directors further accept responsibility for the maintenance of accounting records which may be relied upon in the
_u..mvu_,mn.m.: of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Group will not remain a going concern for at least the next twelve months from the
date of this statement.

A. P. Hamilton
Directors
P.W. Muthoka

06 December 2005

18 Sasini Tea and Coffee Limited
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Consolidated

Balance Sheet
AS AT

30 SEPTEMBER 2005

. Note 2005 2004
‘| ASSETS K.Shs '000 K.Shs "000
NON-CURRENT ASSETS ,
Property, plant and equipment 3(a) 672,709 685,454
Intangible Assets 3(0) 6,022 -
Goodwill - 3(d) 80 -
Biological assets 5 2,277,588 2,732,955
Prepaid leases - leasehold land 4 13,799 13,832
Capital work-in-progress 3(e) 7,872 10,035
Other investments ‘ 7 -6,932 6913
| 2,985,002 3,449,189
CURRENT ASSETS .
Stocks o _ 8 110,051 112,240
Trade and other debtors R 9 113,703 117,910
Taxation recoverable 16 16,113 8,592
- Cash and cash equivalents 217,865 331,351
_ _ 457,732 570,093
v
TOTAL ASSETS yd 3,442,734 4,019,282
SHAREHOLDERS' FUNDS AND LIABILITIES s
CAPITAL AND RESERVES
Share capital {1 190,046 190,046
Reserves 2 2,507,379 2,891,017
Proposed dividend 13 - 57014
. . ‘ \\ . 2,697,425 3,138,077
MINORITY INTERESTS \ 89,791 68,946
‘NON- CURRENT LIABILITIES
Deferred tax ° _ : 14 424,910 590,503
CURRENT LIABILITIES
Creditors 15 226,214 220,791
Bank overdraft . 17 4,394 965
230,608 221,756
TOTAL SHAREHOLDERS' FUNDS AND LIABILITIES 3,442,734 4,019,282

A. P. Hamilton
Director.

20 Sasini Tea and Coffee Limited

P.W. Muthoka

The financial statements set out on pages 20 to 47 were approved by the Board of Directors on 06 December 2005 and signed on its behalf by:
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Consolidated

Profit and

Loss Account

FORTHE
YEAR ENDED

30 SEPTEMBER 2005

2005

Note 2004

K.Shs '000 K.Shs '000

Turnover 18 931,567 1,039,639
(Losses)/gains arising from changes in fair value less estimated point of sale costs (469,260) 965,498
Cost of sales 19 © (773,846) (731,394)
Gross {loss)/profit (311,539) 1,273,743
Other operating income 20 29,242 46,081
(282,297) 1,319,824
Administration and establishment expenses 21 {212,407) (204,161)
Selling and distribution expenses 22 (10,397) (8,901)
Other charges and expenses 23 (18,512) (1,059)
* (Loss)/profit from operations A.m.‘Mw.m_wv 1,105,703
Finance costs 24 {1,281) (1,566)
{Loss)/profit before tax, minority interests 25 | (524,894) 1,104,137
Taxation A6 158,998 (327,473)
(Loss)/profit after tax and before minority interests \ (365,896) 776,664
Minority interests : ‘ \ (20,698) (5,502)
{Loss)/profit attributable to the members \\ (386,594) 771,162
{Loss)/profit arising from operating activities H_ (38212) 102,597
(Loss)/gains arising from changes in fair value of biclogical mum_mn (348,382) 668,565

S

(386,594) 771,162

K.5hs K.Shs

(Loss)/earnings per share 26 (10.17) 20.29
Dividends: K Shs'000 K.Shs'000

Interim dividends paid in the year 13 - 38,009

Second interim dividend proposed for the year 13 - 57,014

Total dividends for the year | - 95,023

22 Sasini Tea and Coffee Limited
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Statement
of changes
in Equity

FORTHE

YEAR ENDED

30 SEPTEMBER 2005

Biological

Share Capital Revenue Assets Fair Proposed Total
THE COMPANY Note capital reserves reserves Value dividends equity
K.Shs '000 K.Shs '000 K.Shs '000 K.Shs "000 K.Shs '000 K.Shs '000
. At | October 2003 190,046 425,532 24,499 - - 640,077
Prior year adjustments 27 - - - 85,638 - 85,638
As restated 190,046 425,532 24,499 85,638 - 725,715
Excess depreciation on revaluation - (2,894) 2,894 - - -
Profit attributable to the members - - 104,785 - - 104,785
Undistributable profits - - - 187,557 - 187,557
Deferred tax 14 - 252 - - - 252
Interim dividend for 2004 - - {(38,009) - - (38,009)
Proposed dividend for 2004 - - {57.014) - 57,014 -
At 30 September 2004 190,046 422,890 37,155 273,195 57,014 980,300
At | October 2004 190,046 422,890 37,155 273,195 57,014 980,300
Excess depreciation on revaluation - (1,162) £ 162 - - -
Profit attributable to the members - - 40 - - 40
Undistributable profits - - - 61,367 - 61,367
Deferred tax 4 - {(268) - - - (268)
Dividend paid - - - - (57,014 (57.014)
At 30 September 2005 190,046 421,460 38,357 334,562 - 984,425

Sasini Tea and Caffee Limited
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Notes to the
Financial
Statements

FORTHE
YEAR ENDED

30 SEPTEMBER 2005

SIGNIFICANT ACCOUNTING POLICIES

The financial statements are prepared in accordance with and

comply with International Financial Reporting Standard (IFRS).

The principal accounting policies adopted in the preparation of these

financial statements are set out below.

Basis of accounting

The Group prepares its financial statements on the historical cost basis
of accounting, modified to include the revaluation of certain assets.

Basis of consolidation

The consolidated financial mﬂﬂmBm_._G incorporate the financial
statements of the Company and its subsidiaries made up to 30
September 2005. Subsidiary companies are those companies where
the Group either directly or indirectly has an interest of more than
50 percent of the voting rights or otherwise has power to exercise
control over the operations. m:vum&m&mm are consolidated from the
date on which effective control is transferred to the Group.

On acquisition, the assets and liabilities of a subsidiary are measured
at their fair values at the date of acquisition. The interest of minority
shareholders is stated at the minority's proporticn of the fair values

of the assets and liabilities recognized.

The results of subsidiaries acquired or disposed of .a:z:m the year
are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as
appropriate. Where necessary, adjustments are made to the financial
statements of the subsidiaries to bring the accounting policies used

206 Sasini Tea and Coffee Limited

in line with those used by other members of the Group.

Ali intercompany transactions and balances between Group enterprises are

eliminated on consolidation,

Associated company

in the consolidated balance sheet, the investment in the associated company is
stated at cost.

Goodwill
Goodwill arising on consolidation represents the excess of the cost of
acquisition over the Group's interest in the fair value of the identifiable assets
and liabilities of a subsidiary at the date of acquisition. Goodwill is recognised as
an asset and amortised on a straight-line basis following an assessment of its
useful life.

Subsidiary companies
The investments in subsidiary companies are accounted for at cost in the

Company's balance sheet less any provisions for impairment losses.

Revenue recognition

Turnover includes auction sales of coffee and tea net of all selling charges. Other
sales are recoghised when goods are despatched and are stated net of returns,
discounts and value added tax. .

Other revenues earned by the Group are recognised as follows:
interest income - is accrued on a time basis, by reference to the

v_.msnw_w_m_ outstanding and the interest rate applicable.
Rental income

Dividend income

- as it accrues unless collectibility is doubtful.
- when the shareholder's right to receive payment
is established. .
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Notes to the
Financial
Statements

FOR THE

YEAR ENDED

30 SEPTEMBER 2005
{Continued)

SIGNIFICANT ACCOUNTING POLICIES continued

Buildings ahd improvements Over the estimated useful lives

Plant, Eunu._i.m..x and tools 12.5%
Rolling stock 25.0%
Farm implements, furniture and equipment 12.5%
Computers 333%

Each year, the difference between depreciation based on the revalued
carrying amount of an asset(the depreciation charged to the profit
and loss account) and depreciation based on the asset's original cost

is transferred from the revaluation reserve to revenue reserve.

Intangible assets

An intangible assets arises from the purchase of an accounting

software.

The Group recognises an intangible asset at cost if, and only if, it is
probable that the future economic benefits that are attributable to
the asset will flow to the Group and the cost of the asset can be
measured reliably.

The intangible asset are amortised on a straight-line basis over their

useful lives (5 years).

Leasehold Land

Leases of leasehold land are classified as operating leases. The cost
incurred to acquire the fand is included in the financial statement as
long term prepayments, which is amortised in the profit and loss

account on a straight line basis over the lease period.

28 Sasini Tea and Coffee Limited

Foreign currency transactions

Assets and liabilities expressed in foreign currencies are translated into Kenya
Shillings at the rate of exchange ruling at the balance sheet date.Transactions during
the year in foreign currencies are translated at the rates ruling at the dates of
the transactions. Gains and losses on exchange are dealt with in the profit and

loss account.

Retirement benefits

Contributions made to the defined contribution pension scheme are charged to the
profit and loss account as incurred. The Group also contributes to a statutory
defined contribution pension scheme, the National Social Security Fund (NS$SF).
Contributions are determined by local statute and are limited to K.Shs 200 per
employee per month. The Group's contributions to the above fund are also charged
to the profit and loss account in the year to which they relate.

Bad and doubtful debts
Specific provision is made for all known doubtful debts. Bad debts are written off

when all reasonable steps to recover them have been taken without success.

Employee entitlements

mavuoﬁm entitlement to gratuity under the collective bargaining agreements with
the trade unions and long service awards are recognised when they accrue to
employees. A v3<E.o= is made for the liability for such entitlements as a result of

services rendered by the employees up to the balance sheet date.

The monetary liability for employees' accrued annual leave entitlement at the

balance sheet date is recognised as an expense accrual.
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7 2 BUSINESS AND GEOGRAPHICAL SEGMENTS

; Business Segments
7 The Group is currently organised in three divisions, Tea, Coffee, and Others. These divisions are the basis on which the Group reports its primary segment

Notes to the

information. The principal activities of these divisions are as follows:

‘H“ijﬁ_m_ Tea - Growing and processing of tea
mﬁmﬁmﬁj@:ﬁm Coffee - Growing and processing of coffee
FORTHE Others - Dairy and livestock, forestry, horticulture, renting of growing land and the leasing of plant and machinery
YEAR ENDED
30 SEPTEMBER 2005
(Continued) Segment information is as presented below:
a) 30 September 2005 Tea Coffee Others Caoansolidated
K.Shs '000 K.Shs '000 K.Shs '000 K.Shs ‘000
Revenue :
Sales to external customers 637,135 258,827 35,605 931,567
Other income _ 7,103 21,577 562 29,242
644,238 280,404 36,167 960,809
Results
Operating results (54,144) (3,498) .  (465,971) (523,613)
Assets and Liabilities |
Segment assets 1,873,401 1,266,713 286,508 3,426,622
‘ Segment liabilities 106,990 53,322 70,296 230,608
Other segment information
Capital expenditure - tangible fixed assets 42,158 2,407 1,142 45,707
Capital expenditure - intangible fixed assets 7,528 - - 7,528
Depreciation and amortisation of leasehold land 29,834 9,505 7,752 47,091

Average number of employees 4,490 913 64 5,467

30 Sasint Tea and Coffee Limited
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Notes to the
Financial

Statements

FOR THE
YEAR ENDED

30 SEPTEMBER 2005
(Continued)

3 PROPERTY,PLANT AND EQUIPMENT
Plant Rolling stock

a) The Group Land and Buildings and machinery and farm Furniture and
development improvements and tools implements equipment Total

K.Shs '000 K.Shs '000 K.Shs '000 K.Shs '000 K.Shs '000 K.Shs "000
COST ORVALUATION
At | October 2004 374,803 474,066 377,164 154,616 59,328 1,439,977
Additions - 1,228 15463 13,771 2,645 33,107
Disposals - - - (6,422) - (6,422)
At 30 September 2005 374,803 475,294 392,627 161,965 61,973 1,466,662
Comprising:
At cost 154,547 94,361 150,029 146,195 49,838 594,970
At valuation , 220,256 380,933 242,598 15,770 12,135 871,692

374,803 475,294 392,627 161,965 61,973 1,466,662

DEPRECIATION
At | October 2004 - 253,301 321,394 130,677 49,151 754,523
Charge for the year - 18,874 11,252 6,650 8,776 45,552
Disposals . - - (6,122) - (6,122)
At 30 September 2005 - 272,175 332,646 131,205 57,927 793,953
NET BOOKVALUE
At 30 September 2005 374,803 203,119 59,981 30,760 4,046 672,709
At 30 September 2004 374,803 220,765 55,770 23,939 10,177 685,454

Most of the Group's property, plant and equipment were revalued on 30 September 1995 by Lloyd Masika Limited, registered valuers on the following basis:

Land and Development - at market value on an existing use basis.
All other assets - at net current replacement cost.

The valuation surplus was credited to capital reserves.

No depreciation has been charged in arriving at the results for the year in respect of certain fully depreciated items of property, plant and equipment with a
cost of K.Shs 482,552,868 (2004 - K.Shs 422,202,342) which are still in use. If depreciation had been charged during the year on the cost of these assets at
normal rates, it would have amounted to K.Shs 77,238,719 {2004 - K.Shs 68,512,310).

32 Sasini Tea and Coffee Limited
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!

Notes to the
FHnancial
Statements

FORTHE

YEAR ENDED

30 SEPTEMBER 2005
{Continued)

d)

PROPERTY, PLANT AND EQUIPMENT continued

INTANGIBLE ASSETS
The Group
Accounting

Software 2005

K.Shs "000 K.Shs '000
COST
At | October - -
Additions 7,528 7,528
At 30 September 7,528 7,528
AMORTISATION
At | October - -
Charge for the year 1,506 },506
At 30 September 1,506 1,506
NET BOOK AMOUNT
At 30 September 2005 6,022 6,022
At 30 September 2004 - -
GOODWILL
COST
Arising on acquisition of subsidiary 80 80
Amortisation - -
Carrying Amount 80 80

Goodwill is amortised over its useful fife.

CAPITALWORK IN PROGRESS

The capital work in progress at 30 September 2005 relates to flooring works and new chimney installation in the Keritor factory, continuous fermenting units

and steamline renovations in Kipkebe factory.

34 Sasini Tea and Coffee Limited
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5 BIOLOGICAL ASSETS (continued)

The Group is involved in the growing, processing and selling of tea and coffee and breeding of dairy cattle. At 30 September 2005, the Company held 162
cows able to produce milk, 122 calves that are raised to produce milk in the future, 76 bull calves and 316 sheep. The Group produced 831,646 litres of milk
with a fair value less estimated point of sale costs of Kshs |5 million in the year

Zoﬁmm ﬁO hHjm The Group has 856 hectares of mature coffee bushes and 56 hectares of young coffee bushes. The Group harvested 1,235,389 kgs of coffee with a fair value

_H_ij me_ less estimated point of sale costs of Kshs 155 miilion.
The Group has 1,321 hectares of mature tea bushes and 46 hectares of young tea bushes. The Group harvested 22,990,315 kgs of green tea leaves with a
mﬁmﬂmﬁ:mjﬂm fair value less estimated point of sale costs of Kshs 290 million.
poi
FOR THE Where meaningful market-determined prices do not exist to assess the fair value of biological assets, the fair value is determined based on the net present
YEAR ENDED . . . .
- value of the expected future cash flows from those assets, discounted at appropriate pre-tax rates. The discount rates used reflect the cost of capital, an
30 SEPTEMBER 2005
(Continued) assessment of the country risk, and the risks associated s.E._ individual crops. A discount rate of |5% per annum has been used.

" In determining the fair value of w.0.0mH& assets where the discounting of mxvmnao..._ cashflows has been used, the directors have made certain assumptions
as follows:
-Expected lifespan of the plantations {Coffee trees 20 years, Tea bushes 30 years),
-The climatic conditions will remain constant
-The selling prices to remain constant
-Cost inflation at 5% (2004 - 4%)
-The fair vatue of livestock is determined coumn_ on market prices & livestock of similar age, breed and sex.

6 INVESTMENT IN SUBSIDIARY COMPANIES 2005 2004
K.Shs '000 K.Shs '000

Company
Shares in subsidiary companies at cost less w..:o.._:ﬂ written off 15,797 14,797

The details of subsidiary companies which are all incorporated in Kenya are as follows:

Name of subsidiary Percentage of equity held . Principal activity
Kipkebe Limited 100 Growing, processing and sale of tea.
Keritor Limited . 100 Renting tea growing land,
{100% held by Kipkebe Limited) and the leasing of plant and machinery.
Kipkebe Estates Limited 100 Investment in equity, but currently not trading.
{100% held by Kipkebe Limited)
Mweiga Estate Limited , 75 Growing and processing of coffee,

and dairy and horticulture operations.
Wahenya Limited 75 , Growing and processing coffee.
{§00% heid by Mweiga Estate Limited) .

Avristocrats Coffee and Tea Exporters Limited 100 Trading in coffee and tea.

30 Sasint Tea and Coffee Limited




T ..” o .a&n..-
et

T L " SIMEIPISNS WIoJ) ang

S T

Lo SHONYIVE ANVAWOD ANVIdISans 0l

| DT

T o__wh:.

77
wmw*m

S ) " sosuadx@ predaid put SI0IGIP YO

5401G9p Bped]

syolg3a 6

50

180

u8v's

| ooosus |
- §00T |

$a.01S 37E53
?3yoD
$91125.4NU 3213 pue B3|

L

SHOOLS ¢

Ajpandadsau (08 £9T°1 SUS : #007) 08¥'L9T'|

SYs pue aom ?o.ﬂm Em..x x_oe :«.«SR za,,x ® zaﬁe_o aup 4q panfer aue Auedwion) sy pue dnous au3 jo sUBUNSaAU| Bpe pajonbun 3y |

Ajpapoadsaus (0g8'0€ SUS

_.85 oee’ 0F SHS° pue 88.2 33_ .‘Sa 3@8 SUS 40 UORENEA JpE € ARy AueduioD SLp PUE dnous 9 40 SUBUTSONL P pojonb BUL

[ eeti

Tes'y

e
000, S4S"1
oot

: .Gﬂ.“

€

RN T |-
ooa.u;m,,x -
,..m.oo.ﬂ .

- pOOT -

000, SUSM

106'9

§3

000, sYs™
S007

dnouny ey

_uouo:v,:D

pason®y 'SIUBUNSIAUS BpRL]

SLNIAWLSIANI HIHLIO (L

{panupuon)

S00T Y3dWAL43S OF

Q30N YV3A
JHL YO

SUAWSIEIS
[pIOURU

au} 0} SOION

-



Notes to the
Financial
Statements

FOR THE

YEAR ENDED

30 SEPTEMBER 2005
(Continued)

I2

I3

SHARE CAPITAL

The Group The Company
2005 | 2004 2005 2004
K.Shs ‘600 | K.Shs ‘000 K.Shs "000 K.Shs 000
Authorised: _
40,000,000 ordinary shares of K.Shs 5 each 200,000 200,000 200,000 200,000
Issued and fully paid:
38,009,250 ordinary shares of K.Shs 5 each 190,046 190,046 190,046 190,046
RESERVES ‘
Capital reserves 2,024,871 2,382,697 756,022 696,085
Revenue reserves 482,508 508,320 38,357 37,155
2,507,379 2,891,017 794,379 733,240
DIVIDENDS
' The Group
2005 2004
K.Shs '000 K.Shs '000
First interim dividend i 38,009
Second interim dividend - 57,014
- 95,023
K.Shs K.Shs
Dividends per share - 2.50

respective balance sheet dates.

- The dividend per share is calculated on total dividends of K.Shs Nil (2004: K.Shs 95,023,125) and on the number of ordinary shares in issue at the

Payment of the dividends is subjett to withholding tax at the rate of 5% where made to residents and 10% where made to non-residents.

38  Sasini Tea and Coffee Limited
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Notes to the

Financial

Statements

FCRTHE
YEAR ENDED

uo SEPTEMBER 2005

(Continued)

1

TAXATION
The Group
2005 2004
K.Shs '000 K.Shs '000

Balance Sheet
Balance brought forward (8,592) (10,818)
Adjustment on acquisition of Subsidiary (64) -
Charge for the year 3,349 44,906
Paid during the year {10,806) {42,680)
Balance carried forward (16,113) (8,592)
Profit and Loss Account
Tax on taxable profit for the year at 30% 3,349 45,012
Adjustment in respect of prior years - {106)
Charge for the year (above) 3,349 44,906
Deferred tax charge /(credit) (note 14) (21,569) (7,082)
Deferred tax charge /(credit) on biological assets (note 14) (140,778) 289,649
Charge for the year after deferred tax (158,998) 327,473

Dividend tax account

. The Group and the Company have a credit balance on the dividend tax account of K.Shs 320,730,570 and K.Shs 96,020,582 _.muvmnn_<m_< which includes tax

17

payments to 30 mmvﬂoarm_. 2005.There is therefore no compensating tax payable for the year.

_____ TheGroup

2005 2004
K.Shs '000 K.Shs '000

Reconciliation of tax charge
Accounting (loss)/profit before taxation {524,894) 1,104,137
Tax applicable rate of 30% (157,468) 331,241
Tax effects of items not deducted for tax (139,367) 1,296
Originating and reversing temporary differences 137,837 (5.064)
(158,998) 327,413

BANK OVERDRAFT .

The bank overdraft facilities with Barclays Bank of Kenya Limited are secured to the extent of K.Shs 5,500,000 by way of a cash deposit guarantee from

Commercial Bank of Africa Limited.

) Sasini Tea and Coffee Limited
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Notes to the
Financial
Statements

'FORTHE
_ YEAR ENDED
30 SEPTEMBER 2005

(Continued)

21

22

3

24

ADMINISTRATION AND ESTABLISHMENT EXPENSES

The Group
2005 2004
K.Shs '000 K.Shs '000
Staff costs 86,324 74917
Insurance and medical costs 19,137 18,657
Administration costs 35,357 39,548
Auditors' remuneration 1,800 1,723
Legal and professional charges 1,195 925
Secretarial costs 3,000 3,000
Travelling and accommodation costs 230 536
Office expenses , 11,010 7313
Directors' emuloments 2,200 1,559
Sundry expenses 5,063 6,110
Amortisation of leasehold land 33 33
Depreciation 47,058 49,840
- 212,407 204,161
SELLING AND DISTRIBUTION EXPENSES
Warehousinig and storage charges - | 10,397 8,901
OTHER CHARGES AND EXPENSES
Livestock expenditures | 1,694 1,059
Mombasa Office expenses 228 -
Net loss on exchange 16,590 -
18,512 1,059
FINANCE COSTS
Bank charges and interest 1,281 1,566

42 Sasini Tea and Coffee Lirnited
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‘Notes 1o the
Financial

Statements

FOR THE
YEAR ENDED

30 SEPTEMBER 2005
(Continued)

28

29

30

31

CASH AND CASH EQUIVALENTS

The Group
5608 ] 2004
K.Shs '000 K.Shs '000
Cash and cash equivalents included in the cash flow statement comprise of the following balance sheet amounts:
Bank balances, cash and short-term deposits 217,865 331,351
Bank overdrafc {4.394) {965)
213,471 330,386

(LOSS)! PROFIT ATTRIBUTABLE TO THE MEMBERS

The (loss)/profit dealt with in the financial statements of the parent company is K.Shs 61,406,767 (2004: K.Shs 292,342,263), after recognising dividend

income from subsidiary companies in the year to which it relates.

CAPITAL COMMITMENTS, The Group The Company
2005 2004 2005 2004
. , K.Shs '000 K.Shs 000 K.Shs '000 K.Shs '000
Authorised and contracted for : - - - -
CASH GENERATED FROM OPERATIONS The Group
. ’ S 2005 2004
Reconciliation of (loss)/profit before tax to cash generated from operations K.Shs '000 K.Shs '000
(Loss)/profit before tax, minority interests and exceptional item
_ _ : _ (524,894) 1,104,137
Adjustments for:
Depreciation and amortisation (Note 21) 47,091 49,873
Foreign exchange loss/(gain) (Note 23) 16,590 (13,207)
Interest received (Note 20) (2913) - (2,285)
Dividend received from trade investments (Note 20) -(958) {934)
Interest expense {Note 24) i,281 i,566
- Profit on disposal of property, plant and equipments (Note 20) {1,980) {1.010)
Loss/(gains) arising from changes in fair value less estimated point of sale costs 469,260 (965,498)
Operating profit before working capital changes _ 3,477 172,642
Decrease/(increase) in stocks . 2,189 (4,688)
Decrease/(increase) in debtors 953 {6.300)
Increase in creditors 5,048 47,292
Cash generated from operations 11,667 208,946

44 Sasini Tea and Coffee Limited
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Notes to the
Financial

Statements

FORTHE

YEAR ENDED

30 SEPTEMBER 2005
(Continued)

33 ACQUISITION OF SUBSIDIARY
On | October 2004, the Group acquired |00 percent of the issued share capital of Aristocrats Coffee and Tea Exporters Limited for a cash consideration

34

of KShs | milfion.

The net assets of Aristocrats Coffee and Tea Exporters Limited at the date of acquisition were as follows:

Period Ended

30.09.04
K.Shs 000
Property, plant and equipment 809
Deferred tax asset 143
Debtors 64
Income tax asset 64
Cash and cash equivalents 3,533
Creditors (375)
Amount due to related party (3.318)
Net Assets 920
Goodwill 80
Total consideration - Cash 1,000
Net cash inflow .ﬂluman on acquisition:
Cash consideration 1,000
Bank balances acquired (3.533)
(2,533)

Aristocrats Coffee and Tea Exporters Limited contributed KShs 23,232,761 of revenue and KShs 175,283 of profit before tax for the period between the
date of acquisition and the balance sheet date.

i

CONTINGENT LIABILITIES

2005
K.Shs ‘000
15,564

The Group
2004
K.Shs '000
15,564

The Company
2005 2004
K.Shs '000 K.Shs '000
4,314 4,314

Liabilities under m.._m_.w:..wm

46
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Five year

comparative
statement

. 2005 2004 2003 2002 2001
PRODUCTION AND SALES STATISTICS
TEA
Area oo Hectares 1437 1,417 1,354 1,354 1,301
Production -Kilograms 7,355,192 8,736,298 8,227,000 7,544,289 7,240,302
Sales - -Kilograms 7,534,269 8,575,641 8,198,000 7,624,383 7,148,858
Net sales proceeds -K.Shs / Kg 86.13 100.51 90.25 8851 95.43
COFFEE
Area - Hectares 912 912 911 i1 906
Production -Tonnes 1,235 1,026 987 1,113 1,453
Sales . -Tonnes 1,298 1,205 17 1,224 1,392
Net sales proceeds -K.Shs '000 / tonne 99 141 107 125 124
RESULTS K.Shs '000 K.Shs "000 K.Shs "000 K.Shs "000 K.Shs '000
TURNOVER o.w 1,567 1,039,639 858,171 848,445 874,602
(Losses)/gains arising from changes in fair
value less estimated point of sale costs {469,260) 965,498 (269,147) - -
(Loss)/profit before taxation and minority interests (524,894) 1,104,137 (364,955) (68,415) 36,436
Taxation . 158,998 (327,473) 103,617 9,807 (24,1 14)
{Loss)/profit after taxation before minority interests {365,896) 776,664 (261,338) (58,608) 12,322
Minority interests . {20,698) (5,502) 8,982 9,846 3,068
Exceptional item - - 2,049 41,822 -
(Loss)/profit attributable to the members (386,594) 771,162 (250,307) (6.940) 15,390
Dividend - (95,023) : - (19.005) (38,009)
(Loss)/retained profit for the year :
transferred to reserves (386,594) 676,139 {250,307) (25,944) (22,619)

48  Sasini Tea and Coffee Limited
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Awards for
Excellence

Mr. J. M. Kieu, General Manager, Coffee Operations (L) and Mr. PW. Muthoka, Managing Director (R) proudly displaying the Supreme Champion trophies
won by the Company’s cows at the Central Kenya Agricultural Society of Kenya Show in Nyeri and the Nairabi International Trade Fair in the year 2005,
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