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llani ya
Mkutano

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

flani inatolewa hapa kuwa mkutano mkuu wa kila mwaka wa hamsini na tano (55) wa wanachama
utafanyika katka shamba la Kamundu, Kiambu, ljumaa, tarehe 23 Februari 2007 saa tano na nusu
asubuhi kwa madhumuni yafuatayo:

2.

Kuthibitisha matokeo ya mkutano mkuu wa hamsini na nne (54) wliofanyika tarehe 24
Februari 2006.

Kupokea, kuchunguza na ikionekana sawa kuidhinisha taarifa za kifedha za mwaka
uliomalizikia tarehe 30 Septemba 2006, pamoja na taarifa 7a wakurugenzi na wakaguzi wa
hesabu kuhusiana na hesabu hizo.

a) Kuwachagua wakurugenzi:

] N.N.Merali, mkurugenzi anayestaafu kwa zamu, ambaye kwa kuwa
ana haki ya kuchaguiiwa, anajitolea kuchaguliwa tena.

(i M.N.Omar, mkurugenzi anayestaafu kwa zamu, amhaye kwa kuwa
ana haki ya kuchaguliwa, anajitolea kuchaguliwa tena.

A.H.Butt, mkurugenzi anayestaafu kwa zamu, ambaye kwa kuwa ana
haki ya kuchaguliwa, anajitalea kuchaguliwa tena.

() LA Timamy, mkurugenzi anayestaafu kwa zamu, ambaye kwa kuwa
ana haki ya kuchaguliwa, anajitolea kuchaguliwa tena.

] E.M.Kimani, mkurugenzi anayestaafu kwa zamu, ambaye kwa kuwa
ana haki ya kuchaguliwa, anajitolea kuchaguliwa tena.

(vi) S.N.Merali aiichaguliwa mkurugenzi targhe 26 Mei 2006 kushi
afigl mpaka mwishoni mwa mkutano mkuuy, anastaafu, na kwa kuwa
ana haki ya kuchaguliwa, anajitolea kuchaguliwa tena.

(vii) M.J.Ernest alichaguliwa mhkurugenzi tarehe 26 Mei 2006 kushikilia
afisi mpaka mwishoni mwa mkutano mkuu, anastaafu, na kwa kuwa
ana haki ya kuchaguliwa, anajitolea kuchaguliwa tena.

b) llani maalum inatolewa kwa kufuatana na kifungu 186 (5) cha Sheria za
Makampuni, kufikiria pendekezo linalofuata:

“Kwamba Bw. AP Hamilton ambaye ana umri wa miaka 79,
achaguliwe na hapa anachaguliwa tena mkurugenzi wa kampuni”,

Kuidhinigha malipo ya Wakurugenzi.

Kuwachagua Ernst & Young kama wakaguzl wa hesabu wa mwaka unaofuata na kuwapa
wakurugenzi idhin ya kuamua ujira wao.

\@HT%::m_ Report 2006

Kushughulikia jamba lingine lolote linaleweza kushughulikiwa katika mkutano mkuu wa kila
mwaka

Shughuii Maalum:

Kuchunguza na ikionekana sawa kupitisha maamuzi ya kawaida yafuatayo:

Uamuzi na. 1

Kuwa kutokana na mapendekezo ya Halmashauri ya Wakurugenzi na kutegemea na idhini
zote zinazofaa kupatikana, KShs 3B,009,250/= zigeuzwe mtaji kutoka kwa malimbikizo ya
fedha kwa utoaji na ugawanyaji wa hisa 7,601,850 za kawaida za KShs 5/= kwa

kila moja zikiwekwa sawa sawa kwa hali zote na hisa za kawaida zilizopo katika
Kampuni. Hisa hizo za bahashish: ziingizwe kama zilizolipiwa kikamilifu kwa thamani sawa
na zigawanywe kwa uwiano wa hisa moja (1) mpya ya kawaida iliyolipiwa kikamilifu kwa
kila hisa tano (5) zinazoshikiliwa za mmiliki wa hisa za kawaida za mtaji wa Kampuni katika
orodha ya wanachama kufikia mwishe wa shughuli za biashara Jumatano tarehe 14
Februari 2007.

Uamuzi na. 2

Kuws ‘kiwa hisa zozote zile 7,601,850 za bahashishi hazitolew! kwa sababu ya tarakimu
7a hisa zisizo kamili zinazopuuzwa, Wakurugenzi wanaweza kugawanya na kutoa
kiasi hichohicho kwa watu hao na kulingana na masharti na kanuni wanavyofikiria sawa.

Uaruzi na, 3

Kuwa kutokana na mapendekezo ya Halmashauri ya Wakurugenzi na kulingana na idhini
zote zinazofaa kupatikana, rasilimali ya hisa iliyoidhinishwa ya Kampuni zitagawanywa katika
wiano wa tano (5) kwa moja (1) Kufikia tarehe 14 Februari 2007 na kuwa ushikilizi
wa wenye hisa hao unaoconyeshwa kwenye orodha ya wanachama wa Kampuni
kufikia mwisho wa shughuli za biashara targhe 14 Februari 2007 kubadilishwa kwa uwiano
kuonyesha mgawanyo wa hisa tano (5) mpya za kawaida kwa kila hisa moja (1)
ya kawaida iliyopo. Thamani ya sawa ya hisa hizi pia itabadilishwa kutoka KShs 5/= kwa kila
hisa kuwa KShs 1/= kwa kila hisa.

Kwa Amri ya Halmashauri

.A.Timamy
Katibu wa Kampuni

14 Desemba 2006

*Mwanachama mwenye haki ya kuhudhuria na kupiga kura katika mkutano huu aweza
kuchagua mwakilishi kuhudhurua na kupiga kura kwa niaba yake na mwakilishi
huyo si lazima awe mwanachama wa kampuni.

meshikanishwa.
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Chairman’s
Statement

{Continued)

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

year. The horticultural operations continued to be profitable and the Company is examining
the viability of setting up value addition and export operations for our own and outgrowers’
horticultural produce.

The Company's dairy and livestock operations were profitable though impacted by the drought.
The Company's dairy cows continued to win prizes at Agricultural Shows. We have started the
Sale of value added dairy products in a small way. The Company is now examining the viability
of making a significant entry in the dairy industry.

Operating costs continue to be closely monitored throughout the operations and efforts are
being made to reduce costs further where possibte. Moreover, attention is paid to intensification
of Company efforts in the areas of corporate social responsibility and good governance.

New Initiatives

As stated eartier, strategic plans for value addition and diversification have already been made
and some of these decisions were implemented during the year under review. The Board
considers these as the only options available to come out of the cyclical nature of the tea and
coffee business and the results of these initiatives will be refiected in the results of the coming
years.

{am very happy to report to the members on a number of very significant developments during
the year.

First, as part of the value addition initiatives, your Company formally launched the SASINI
branded teas and coffeas in the retail market in July 2006, The initial response from the
market has been satisfactory. The Company will suppart the brand building exercise with
nacessary funds and in the medium term we expect these operations to grow and confribute
to a healthy bottom line. Plans are in place for the Company to sell its value added products
not only nationally but also regionaly and eventually internationally.

Secondly, the erection and commissioning of the new Coffee Mill is now complete and the mill
has already started milling parchment from our estates. The Mill has spare capacity and will
milt parchment for other coffee farmers, generating revenue for the Company. This is another
of the several value addition initiatives undertaken by the Company.

Thirdly, the Gavernment finally announced partial liberalization of the coffee industry in July
2006 and | am glad to inform you that Sasini has already obtained the necessary licences for
commercial milling and marketing of coffee. Sasini now has complete control over the value

chain from growing of coffee up to the consumer.

Bonus Share Issue

As you are all aware, an interim Dividend of Shs.1/- per share in respect of the year ended 30th
September 2006 was declared and paid to the shareholders in October 2006. The Directors
have decided not fo pay any further cash dividend. However, | am pleased to announce that
your Directors have decided to recommend to the Shareholders the issue of Bonus Shares in
the ratio of one (1) fully paid share of Shs.5/- for every five (5) shares held by members as
at close of business on 14th February, 2007. The Bonus Shares will be issued subject o all
regulatory approvals being obtained and also subject to approval by the shareholders at the
Annual General Meeting of the Company, to be held on 23rd February 2007.

Share Split

You must have observed the rise in the share price of your Company during the past few
months. The rise in the share price has put the shares out of the reach of many Kenyans. The
Directors have therefore decided to recommend to the Shareholders that the shares of the
Company be sub-divided in the ratio of five (5) for one (1). Subject to all regulatory approvals
being obtained and also subject to approval by the shareholders at the Annual General Meeting
to be held on 23rd February 2007, five (5) fully paid shares of Shs.1/- each will be issued for
every one (1) fully paid share of Shs.5/- held by the members at close of business on 14th
February 2007.

Acknowledgement

| wish to thank alt members of the Sasini team for their dedicated service, for completing a
suceessful year and their achievements in implementing seme of the new initiatives during
the year, which | am confident, will yield rich dividends in the years to come. 1 also wish to
thank my fellow Board Members for their support and commitment to the new initiativas bein
undertaken by the Company. ‘

Finally may | say a special thank you fo the Shareholders for your continued support that you have
extended to the Board through the good times and the bad times and seek your endorsement
of the new initiatives which will transform this commodity producing Company to a diversified
Agro Industrial Company that will generate consistent dividends for the shareholders.

A P Hamilton
Chairman
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Taarifa

Ya
Mwenyekiti
(Kuendeled)

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

hili linatarajiwa kuzalisha matunda katika miaka inayokuja, hasa kwa kuzingatia mazingira
huru ya ufanyaji biashara.

Kwa upande wa kilimo cha bustani, Kampuni itizalisha tani 50 za njegere na tani 128 za
mahindi machanga katika mwaka. Kampuni pia ilizalisha tani 220 za maharagwe marefu
katika mwaka. Shughuli za kilimo cha bustani ziliendelea kuwa na faida na Kampuni
inatazamia uwezekano wa kuanzisha shughuli za kuongeza thamani na bidha nje kwa
mazao yetu wenyewe ya kilimo cha bustani na ya wapanzi wetu.

Shughuli za Kampuni za maziwa na bidhaa zake na za mifugo zilikuwa na faida ijapokuwa
ziliathiriwa na ukame. Ng'ombe wa maziwa wa Kampuni waliendelea kushinda zawadi katika
maonyesho ya kilimo. Tumeanzisha uuzaji wa bidhaa za maziwa zilizoongezwa thamani
kwa uchache. Kampuni sasa inachunguza uwezekano wa kuingilia kwa kiasi kikuu katika
biashara ya maziwa na bidhaa zake.

Gharama za uendeshaji zinaendelea kuchunguzwa kwa makini katika shughuli zote na
juhudi zinafanywa kupunguza gharama zaidi inapowezekana na zaidl uangalifu unafanywa
kuzidisha juhudi za Kampuni katika maeneo ya wajibu wa kijamii wa shirika na uongozi
mzuri.

Jitihada Mpya

Kama ilivvosemwa awali, mipango ya kimkakati ya kuongeza thamani na upanuaji wa
hiashara tayari imefanywa na baadhi ya maamuzi haya yalitekelezwa katlka mwaka huu
unaopitiwa. Halmashauri inaangalia haya kama njia pekee badilia zilizoko kuepuka hali ya
kimfuatano ya shughuli za majani chai na kahawa na matokeo vya jithada hizi yataonyeshwa
katika matokeo ya miaka inayokuja.

Nina furaha kuripoti kwa wanahisa kuhusu maendeleo muhimu sana katika mwaka. Kwanza,
kama sehemu va jitihada za kuongeza thamani, Kampuni yenu ilianzisha rasmi chapa za
majani chai na kahawa za SASINI katika soko |a reja reja mnamo Julai 2006. Uitikio wa
mwarzo katika soko umekuwa wa Kutosheleza sana. Kampuni itasaidia juhudi za ujengaji
chapa na fedha zingzohitajika na katika kipindi cha kati tunataraji shughuli hizi kukua na
kuchangia katika faida ya chini nzur. Mipango imeanzishwa ya Kampuni kuuza bidhaa zake
Zilizoongezwa thamani sio tu nchini hali pia katika eneo na hatimaye kimataifa.

Pili, ujengaji na vanzishaji wa kinu kipya cha kahawa sasa umekamilika na kinu tayari
kimeanza kusaga kahawa kavu kutoka kwa mashamba yetu. Kinu kina nafasi ya ziada na kita
wasagia kahawa kavu wakulima wengine wa kahawa, kikizalisha mapato kwa Kampuni, Hi
ni jitihada nyingine kati ya jftihada kadhaa za kuongeza thamani zilizofanywa na Kampuni.

Tatu, Serikali hatimaye imetangaza kuachwa huru kwa kiasi kwa biashara ya kahawa mnamo

10 —Annual Report 2006

Jutai 2006 na nina furaha kuwajulisha kuwa Sasini tayari imepata vibali vinavyohitajiwa kwa
usagaji wa kibiashara na uuzaji wa kahawa. Sasa Sasini ina udhibiti kamili juu ya mfuatano
wa faida kutoka ukuzaji kahawa mpaka kumfikia mtumiaji.

RHoaji wa Hisa za Bahashishi

Kama nyote mnavyojua gawio la mgao wa muda la Shs 1/= kwa kifa hisa kuhusiana na
mwaka ulioishia tarehe 30 Septemba 2006 liitangazwa na kulipwa kwa wenye hisa mnamo
Oktoba 2006. Wakurugenzi wameamua kutolipa gawio lolote la ziada la pesa taslimu.
liapokuwa, nina furaha kutangaza kuwa wakurugenzi weny wameamua kupendekeza kwa
wana hisa utoaji wa hisa za bahashishi kwa uwiano wa hisa moja {1) iliolipiwa kikamilifu ya
Shs 5/= kwa kila hisa tano {5) zinazomilikiwa na wana hisa kufikia mwisha wa shughuli za
hiashara tarehe 14 Februari 2007. Hisa za bahashishi zitatolewa kufuatana na idhini zote za
kikanuni kupatikana na pia kufuatana na idhini ya wanahisa katika Mkutane Mkuu wa kila
Mwaka wa Kampuni utakacfanyika tarehe 23 Februari 2007.

Ugawanyaji wa Hisa

Lazima uwe umeona ongezeko katika bei ya hisa ya Kampuni yako katika miezi michache
liopita. Ongezeko katika bei ya hisa imezifanya hisa kutofikiwa na Wakenya wengi,
Wakurugenzi kwa hivyo wameamua kupendekeza kwa wanahisa kuwa hisa za kampuni
zigawanywe katika uwiano wa tano (5) kwa moja (1). Kufuatana na idhini zote za kikanuni
kupatikana na pia kufuatana na idhini ya wanahisa katka Mkutane Mkuu wa kila Mwaka
utakacfanyika tarehe 23 Februari 2007, Hisa tano {5 zifizolipiwa kikamilifu za Shs 1/= kwa
kila moja zitatolewa kwa kila hisa moja (1) iliyolipiwa kikamilifu ya Shs 5/= inayomilikiwa na
wanahisa kufikia mwisho wa shughuli za biashara tarehe 14 Februari 2007.

Shukrani

Ningependa Kuwashukury wafanyikazi wote wa timu ya Sasini kwa huduma yao ya kujitolea,
kwa kukamilisha mwaka wenye ufaulu na mafanikio yao katika kutekeleza baadhi ya jitihadi
mpya katika mwaka, ambazo nina imani zitaleta mgao wa faida ya juu katika miaka inayokuja.
Pia, ningependa kuwashukuruy Wakurugenzi wenzangu wa Halmashauri kwa usaidizi wao na
kujitolea katika jitihada mpya zinazofanywa na Kampuni.

Mwishowe, niseme ahsante maalum kwa wanahisa kwa usaidizi wenu unaoendeliea muliotoa
kwa Halmashauri katika nyakati nzuri na nyakati mbaya na kutafuta idhini yenu ya jitihada
hizi mpya amhazo zitabadilisha Kampuni hii inayozatisha bidhaa kuwa kampuni iliyopanua
hiashara za ukulima ambayo itazalisha faida za kuendelea kwa wenys hisa.

A.PHamilton
Mwenyekiti
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Salient
Features
and
Financial
Calendar

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Profit/{Loss) arising from operating activities K.Shs '000 82116 {38,212)
Gains/{Loss) arising from changes in fair value of biological assets K.Shs '000 154,622 {348,382

Annual Report and Financial Statements circulated in January 2007,

DIVIDENDS

Interim KShs 1.00 per share paid 27th October 2006 (2005: Nil)
STATISTICS

The statistics below relating to the group’s tea and coffee activities give a comparison of the results achieved in the last two years. A five year comparative statement is given on page 48 - 49.

Area Hectares 1,437 1,437 812 912
Production Tonnes 8,285 7,355 965 1,235
Sales Tonnes 7,806 7.534 940 1,298

Gross sales proceeds:
Tea K.Shs/Kg 114.14 86.13 - -

Coffeg K.Shs '000 / Tonne - - 202 182

12 | —Annual Report 2006
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Report

Of the
Directors
{Continued)

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

SUBSTANTIAL SHAREHOLDINGS
The Directors are aware of the foliowing interests which amount to 5% or more of the issued share capital of the Company:

Legend Investments Limited 41.84 41.84
Yana Towers Limited 1292 12.92
East Africa Batteries Limited 10.99 12.81

DIRECTORS' INTEREST
Directors' interests in the shares of the Company as at 30th September 2006 were as follows:

Mr. A. P. Hamitton 10,000
Mr. P. W. Muthoka 34,568
Mr. A, H, Butt 100
Mr. 1. A. Timamy 1,950
Mr. M. N. Dmar 450
Mr. 8. N. Merali 45,000

AUDITORS

Ernst & Young have expressed their willingness to continue in office in accordance with section 159 (2) of the Companies Act.

By order of the Board

l. A. Timamy

Company Secretary

Nairobi

14 December 2006
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SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

UMILIKAJI WA HISA NYINGI
Wakurugenzi wanafahamu kuhusu makampuni yanayofuata yanayomiliki asilimia 5 au zaidi ya rasilimall ya hisa zilizotolewa za Kampuni:
UMILIKAJI WA HiSA
Ripoti Legend Investment Limited 4184 4184
Ya Yana Towers Limited 12.92 12.92
East Africa Batteries Limited 10.99 12.81

Wakurugenzi

(Kuendelea)  ysHIRIKA WA WAKURUGENZI
Ushirika wa wakurugenzi katika hisa za Kampuni kufikia tarehe 30 Septemba 2006 ni kama ufuatag:

Bw.A.P.Hamilton

10,000

Bw.P.W.Muthoka 34,568
Bw.A.H.Butt 100
Bw.).A.Timamy 1,950
Bw.M.N.Omar 450
Bw.S.N.Merali 45,000

WAKAGUZI

Ernst & Young wameonyesha ridhaa ya kuendelea na wadhifa huo kwa kufuatana na sehemut 159 (2) ya Sheria za Makampuni;

Kwa Amiri ya Halmashauri

LA.Timamy

Katibu wa Kampuni

Nairobi

14 Desemba 2006
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Corporate
Governance
(Continued

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Finance and Management Committee
The committee comprises two non-executive 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 & year.

The role of the committee include:
i) 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.
i To review the Group’s investment plans and recommend these to the Board for approval.
iy Ta ensure that the system of financial control is effectively administered and to oversee the Group's information technology programme.

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

The aggregate amount of emoluments paid to directors for services rendered during the financial year ended 30 September 2006 are contained in note 25 to the financial statements in this annual report.

Neither at the end of the financial year, nor at any time during the year did there exist any arrangement to which the Company is party, whereby Directors might acquire benefits by means of the acquisition of the
Company's shares. There were no director's loans at any time during the year.

Gommunication with Sharcholders

The Company is committed to ensuring that shareholders and the financial markets are provided with timely information in regard to its performance. This is achieved by issuing notices in the press of its half yearly
and annuat financial results. The fufl annual report and financial statements are posted on the Company's website and also distributed to all shareholders and to other parties who have an interest in the Group's
performance, on request.

The Company also responds to numerous letters from shareholders and interested parties on a wide range of Issues.

Social and Environmentai Responsibiiities

The Company is mindful of its responsibilities with regard to the social welfare of its employees, their families and the host communities. The Company therefore provides housing for most of its employees, leaming
facilities for primary education, a fully fledged hospital equipped with-ambulances and other social facilities at the tea and coffee estates. The Company conducts alds awareness programmes at its health facilities.
The Company also makes substantial contributions to worthy causes through charitabte organisations and agencies.

Environmental issues such as the destruction of indigenous forests and their impact on weather patterns in the cauntry are also a concern to our Company. In this regard, the Company maintains own fuel wood
trees through an intensive and sustained afforestation programme.

The Company not only earns essential foreign exchange through the sale of its produce, but also makes a significant contribution through the payment of taxes, cess and other levies to the government and jocal
authorities.

Going Goncern
The Directors confirm that the Group has adequate resources o continue in business for the foreseeable future and therefore the continued use of the going concern as a basis when preparing the financial
statements.

18 |—Annual Report 2006
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Statement
of
Directors’
Responstilities
on the
Financial
Statements
For the year
ended 30
September
2006

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

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 the group and company as at the end of the financial
yaar, and of the operating results of the group for that year. It also requires the directors to ensure the group and the company keep proper accounting records, which disclose with reasonable accuracy, the financial
position of the group and the company. They are also responsible for safeguarding the assets of the group and the company.

The directors accept responsibility for the annual financiaf statements, which have been prepared using appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity
with Intemational Financial Reporting Standards and in the manner required by the Kenyan Companies Act. The directors ara of the opinion that the financial statements give a true and fair view of the state of
tha 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 reiied upon in the
preparation of financial statements, as well as adequate systems of internal financial control.

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

A. P. Hamiiton
Directors
P. W. Muthoka

14 December 2006
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SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

NON-CURRENT ASSETS

Property, plant and equipment 3 672,744 672,709
Intangible Assets 3{d 4516 6,022
Consolidated Goodwil 3(d) 80 80
Balance Blological assets 5 2,512,301 2,277,588
Prepaid leases - ieasehold land 4 13,766 13,799
Sheet Capital work-In-progress 3() 38,443 7,872
Other investments 7 6,938 6,932

As at |.

30 CURRENT ASSETS

September Stocks 8 184,842 110,051
Trade and other debtors 9 174,464 113,703
2006 Tax recoverable 16 - 16,113
Cash and bank balances 222,369 217,865

SHAREHOLDERS’ FUNDS AND LIABILITIES

CAPITAL AND RESERVES
Share capital 1 190,046 190,046 .
Reserves , 12 2,708,900 2,507,379

! Proposed dividend . 13 38,009 -

NON- CURRENT LIABILITIES

CURRENT LIABILITIES

Creditors 15 288,538 226,214
Tax payable 16 5415 -
Bank overdraft 17 1,858 4,394

The financial statements set out on pages 22 to 47 were approved by the Board of Directors on 14 Decem ber 2006 and signed on Its behalf by :
A. P. Hamitton P. W. Muthoka
Director Director
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Consolidated
Income
Statement
For the

year ended

30

September
2006

~

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Turnover 8 1,268,959 931,567
Gains/ (losses) arising from changes in fair value _mmm

estimated point of sale 8% : 226,309 {469,260)

Cost of sales . . 19 (940,484} {773,846)

. Other operating income i _ -20 44,812 29,242

: Administration and establishment eee_ms 2 {213,685) (212,407

Selling and distribution expenses 22 (15,490 (10,397)

_.Ofher charges and expenses : : _ 23 {17,369) (18,512}

Profit/floss) before tax, minority interests _ _ : 25 349,493 {524,894)
" Taxation (chargey/credit - 1. _ S . 16 " (109,168) 156,998

Profit/floss) arising from operating activities - S _ : B2,116 . (38,212
Gains/{loss) arising from changes in fair valve. of biclogical assets - - : 154,622 (348,382)

’
’

Earnings /(Loss) per share (Kshs) on normal operations 216 (1.00}
Earnings/(Loss) per share (Kshs) on biglogical assets 407 (9.17)

™)
(s3]

Dividends: (K.Shs'000)

Proposed dividend for the year . 13 38,009 -

24 - Annual Report 2006
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Statement of
changes

in

Equity

For the

year ended

30

September
2006

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

At1 October 2004
Excess depreciation on revaluation
Profit attributable to the members
Gains from fair value adjustments
Deferred tax 14
Dividend paid

At 1 October 2005
Excess depreciation on revaluation
Profit attributabie to the members
Losses from fair value adjustments
Deferred tax 14
Proposed dividend for 2006

26| —

180,046

421,480

422,890 37,155 273,195 57,014 960,300
(1,162) 1162 - - -
- 40 - - 40

] ) 61,367 - 61,367

(268) - - - (268)

- - - (57.014) (57,014)

334,562 -

984,425

(985) . - -
. - . - 75,827
. - (63,371) - (63,371)
(321) - - . (321)

- (38,009) - 38,009 -
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Notes to
the
Financial
Statements
For the

year ended
30
September
2006

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

SIGNIFICANT ACCOUNTING POLICIES
The financial statements are prepared in accordance with Intemational Financial Reporting
Standard (IFRS).

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

Basis of preparation
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 financlal statements incorporate the financial staternents of the company and its
subsidiaries made up to 30 September 2006. 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. Subsidiaries are consolidated from
the date on which effective control is transferred to the group. The group companies are as set
¢ut on note 6.

On acquisttion, the assets and liabilities of a subsidiary are measured at their fair values at the date
of acquisition. The interest of minority sharenolders is stated at the minority's proportion of the fair
values of the assets and tabilities recognized.

The results of subsidiaries acquired or disposed off during the year are included inthe 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 in line with those used by other members of the Group.

All intercompany transactions and balances between Group enterprises are eliminatad on
consolidation.

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 fiabilities of a subsidiary at the date of
acquisition. Goodwill is recognised as an asset and assessed annually for impairment.

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 ail selting charges. Other sales are
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recognised when goods are despatched and are stated net of retums, discounts and value added
fax. \
Other revenues earned by the Group are recognised as follows;
Interest income - s accrued on a time basis, by reference to the principal
outstanding and the interest rate applicable.
Rental income - as it accrues unless collectibility is doubtful,
Dividend income - when the shareholder’s right to recsive payment is establighed,

Taxation

Current taxation is provided on the basis of the results for the year, adjusted in accordance with
Kenyan income tax legislation. It is calculated using tax rates that have been enacted or substantially
enacted by the balance sheet date.

Deferred taxation is provided using the fiahility method, for all  temporary differences arising
between the tax bases of assets and liabilities and their carrying values for financiat reporting
purposes. Deferred tax assets are recognised for all deductible temporary differences, carry
forward of unused tax losses and unused tax credits to the extent that it is probable that future
taxable profits will be available against which the deductible temporary differences, unused tax
losses and the unused tax credits can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabifities in a transaction which affects neither the tax
profits nor the accounting profit.

Trade invesiments
Quoted investments are stated at market value. Ungquoted investments are stated at cost,
Provision is made for any permanent diminution in value.

Stucks

Tea and coffee stocks are stated at the lower of cost and net realisable value and costed at
weighted average cost. Cost comprises expenditure incurred in the normal course of business,
including direct materiaf costs, labour and production overheads where appropriate that have been
incurred in bringing the stocks to their present location and condition. Net realisable value is the
price at which the stock can be realised in the normal course of business after allowing for costs
of realisation.

Consumable stores are stated at the weighted average costs less provisions for obsolescence,
slow moving and dafective stores.
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Notes to
the
financial
statements
For the

year ended
30
September
2006
(Continued)

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Biological assets
Biological assets are measured at fair vaiue less estimated point of sale costs, Any changes to the fair value are recognized in the income statement in the year In which they arige.

The fair value of livestock is determined based on the market prices of livestock of similar age, breed and sex. Where meaningful market determined prices do nat exist to assess the fair value of the company's
other bioiogical assets, the fair value is determined based on the net present value of expected future cash flows, discounted at appropriate pre-tax rate.

All costs incurred relating to mature biological assets are recognized in the income statement in the period in which they are incurred. Costs incurred relating to immature biclogical assets are factored in the fair
value adjustment.

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.

impairment of assets
The group assess, at each reporting date, whether there is an indication that an asset may be impaired, i such indication exists, the group makes an estimate of the asset’s recoverable amount. Where the carrying
amount of an asset excesds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. Impairment losses are recognized in the income statement.

Segment Information
Segment results include revenue and expenses directly attributable to a segment.

Segment assets comprise intangible assets, property, plant and equipment, inventories, accounts receivable as well as prepaid expenses and accrued income except those relating to interest and taxes.
Segment totat assets exclude prepaid expenses and accrued income relating to taxes and deferred tax assets.

Segment liabilities comprise account payables, prepaid income, accrued expenses and provisions except those relating to interest and taxes.

Segment total liabilities exclude prepaid income and accrued expenses relating to taxes and deferred tax Hab

30 |— Annual Report 2006
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Notes to
the
financial
statements
. For the
year ended
30
September
2006
{Continued)

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

2, BUSINESS AND GEOGRAPHICAL SEGMENTS {Continued)

Revenue
Sales to external customers 637,135 258,827 35,605 931,567
Other Income 7103 21577 562 29,242

Results

Assets and Liabilities

Other segment information

Geographical Segments
The Group's operations are located in the Rift Valley, Nyanza, Central, Coast and Nairobi provinces of Kenya.

The Group’s tea, rental, leasing and warehousing operations are located in the Rift Valley, Nyanza and Coast provinces. Coffee, dairy and horticulture operations are located in the Central province. The head office
is located in Nairohi province.

Sales revenue by geographical market

A significant proportion of the revenue from tea and coffee sales during the year arises from safes through the lacal auction market and consists of exports to Europe, the Middie East, Egyot and Pakistan. It is not
possible, however, to segregate these auction sales by market. The remainder of the sales revenue is attributable to direct exports and local sales.

32| -Annual Reporl 2006
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Notes to
the
financial
statements
For the

year ended
30
September
2006
(Continved

SASIN! TEA AND COFFEE LIMITED AND SUB

3 PROPERTY, PLANT AND EQUIPMENT(continued)
Year ended 30 September 2005

COST OR VALUATION

At start of year 279,846 139,350 79,395 52,992 26,294 577,877
Additions - 1,504 3,279 1,270 1,632 7,685
Comprising:

At cost 64,415 13,700 9,532 33,546 17,276 138,469
At valuation 215,431 127,154 73,142 20,716 10,650 447,093
DEPRECIATION

At start of year - 101,097 54,650 46,679 22,713 225,139
Charge for the year - 5,282 427 3,022 2,581 11,313

NET BOOK VALUE

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 166,179,489 (2005 : K.Shs 151,007,363) which are stil in use. If
depreciation had been charged during the year on the cost of these assats at normal rates, it would have amounted to K.Shs 28,457,065 {2005 : K.Shs 26,372,727).

Year endad 30 September 2005

COST OR VALUATION

At start of year 279,846 138,941 79,395 5533 25,357 578,870

Additions - 409 - - 937 1,346

Disposals - - - {2,339 - {2,339)
L

Comprising:

At cost 64,415 12,196 6,253 32,276 15,644 130,784

At valuation 2154 127,154 73,142 20,716 10,650 447,093
————

DEPRECIATION

At start of year - 96,248 53,442 46,154 19,969 215813

Charge for the year - 4,849 1,208 2,864 2,744 11,665

Qisposals - - - (2.339) - (2,339

NET BOOK VALUE

84 — Annual Report 2006
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Notes to
the
financial
statements
For the

year ended
30
September
2006
{Continued)

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Carrying amount as at 1.10.2005 827,703 205439 4,883 13,540 2,277,588

1,226,023
Gains /iLosses) arising from changes in fair value
tess estimated point of sale costs (68,255} 307,356 535 4,219 1,079 236,496
increases due 1o purchases/plantings 295 6,861 699 - 549 8,404

Decreases due to harvest - - {10,187} - (10,187)

The Company
Carrying amount as at 1.10.2005 563,142 - 55,693 - 3,019 621,854
Gains /(Losses) arising from changes in fair value
less estimated point of sale costs (92,729 - 2,591 - 392 (80,530}

Increases due to purchases/plantings - - 511 - 549 1,060

The group is involved in the growing, processing and selling of tea and coffee and breeding of dairy cattle. At 30 September 2008, the company held 171 cows able to produce milk, 133 calves that are raised to
produce milk in the future, 84 bull calves and 337 sheep. The group produced 818,871 litres of milk with a fair value less estimated point of sale costs of Kshs 18,435,216 in the year.

The group has 856 hectares of mature coffee bushes and 56 hectares of young coffes bushes. The group harvested 1,032,249 kgs of coffee with a fair value less estimated point of sale costs of Kshs 158
illion. :

The group has 1,391 hectares of mature tea bushes and 46 hectares of young tea bushes. The group harvested 17,590,025 kgs of green tea leaves with a fair value less estimated point of sale costs of Kshs
338 million

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 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 assessment of the country risk, and the risks associated with individual crops. A discount rate of 15% per anrum has
been used. Future cashflows have been discounted at 20% 1.e the discount rate and cost of inflation.

In determining the fair value of biological assets where the discounting of expected cashflows has been used, the directors have made certain assumptions as follows;
= Expected lifespan of the plantations (Coffee trees 20yrs, Tea bushes 30 yrs),
= The climatic conditions will remain constant
¢ The selling prices to remain constant
* Cost inflation at 5%
= The fair value of livestock is determined based on market prices of (ivestock of similar age and sex.

36|
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Notes to
the
financial
statements
For the

year ended
30
September
2006
{Continued

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Tea 87,650 46,072 23,920 -

Tea and tree nurseries 6,235 5,402 - -

Coffee 58,690 25,963 21,202 9,487

Estate stores 32,267 32,614 10,166 3,087
I
9. DEBTDRS

Trade debtors 71,311 T 34430 3932 7,993

Other debtors and prepaid expenses 103,153 79,273 44,564 13,254

-

0. SUBSIDIARY COMPANY BALANCES

-

1. SHARE CAPITAL
Authorised:

Issued and fully paid:

12, RESERVES
Capital reserves 990,243 999,291 420,154 421,460
Biological assets fair value 1,180,201 1,025,578 271,191 334,562
Revenue reserves 538,455 482,508 77,160 38,357

-k

3. DIVIDENDS K.Shs ‘000 K.Shs ‘000
Proposed dividend 38,009 -

The dividend per share is caiculated on total dividends of K.Shs 38,009,250 (2005 : K.Shs Nil) and on the number of ordinary shares in issue at the respactive balance sheet dates.

Payment of the dividends is subject to withholding tax at the rate of 5% where made to residents and 10% where made to non-residents.
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Notes t0
the
financial
statements
For the

year ended
30
September
2006
(Continuedh

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

16. TAXATION (continued)

Reconciliation of tax charge

Tax applicable rate of 30 % _ _ . 104,848 (157.468)
Tax effects of ftems not deducted for tax 69,562 (139,367)
Originating and reversing terporary differences 65,242) 137,837

17. BANK OVERDRAFY
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 with the Bank.

Tea 883,775 637,135

Coffee 339,517 258,827
Retail 7,934 -
Livestock 3,929 4,895
Dairy produce 18,703 18,803

Horticulture 15,101 11,907

19. COST OF SALES

Stock movements {74,305} 4,728
Stock adjustment 2,093 -
Genera' charges 112377 119,317
Plantation maintenance costs 264,266 272,160
Production expenses 183,020 196,429
Green leaf purchases 250,144 114,206
Coffee purchases 131,918 34,147
Shipping costs 7,098 1,011
Livestock expenses 17,746 17,139
Retail trading expenses 33,170 -

Horticulture expenses ‘ 12,957 14,709

40 |— Annual Report 2006
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SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

22. SELLING AND DISTRIBUTION EXPENSES

Notest0 23, OTHER CHARGES AND EXPENSES

the Livestock expenditures 2014 1,694
financial Mombasa office expenses 2,058 228
statements Retail trading expenses 12,478 -
For the Loss on exchange 819 16,590

year endeq NN

30 24 FINANCE COSTS

September
2006
(Continued)

25, PROFIT/(LOSS) BEFORE TAXATION
The profit/(loss} before taxation is arrived at
after charging:

Depreciation 47,142 47,058
Amortisation of leasehold and 33 33
Pension scheme contributions 5,333 5,852
Directors’ emoluments:- fees 2,207 2,200
- other 4,894 4,807
Auditors’ remuneration 1,933 1,800
(Company : K.Shs 600,000 {2005 : K.Shs 600,000))
Bank charges and interest 3,559 1,281
Foreign exchange loss : 819 16,590
And after crediting:
Income from trade investments 939 958
Interest income 3,693 2913
Foreign exchange gain 1,630 -
Gain on disposal of property, plant and equipment 78 1,980

42 |—~Annual Report 2006
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SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

8

X CASH FLOWS GENERATED FROM OPERATIONS

Reconciliation of profit/(ioss) before tax to cash generated from operations

Notes to Adjustments for:
the Depreciation and amortisation 47,175 47,091
financial Foreign exchange loss/{gain) @ 16,590
Interest recelved (3,693 (2,913
statements Dividend received from trade investments (939) (958)
For the ~ Interest expense 3,559 1,281
year ended Gains on disposal of property, plant and equipments {78 (1,980
30 (Gains)/Loss arising from changes in fair vaiue less estimated (226,309) 469,260
September point of sate costs
2006 (Increase)/decrease in stocks 74.791) 2,189
{Continued (incraase)/decrease in debtors {60,761) 953
Increase in creditors 62,325 T 5,048
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Notes o
the
financial
statements
For the

year ended
30
September
2008
(Continued

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

32. AGQUISITION OF SUBSIDIARY
On 1 October 2004, the Group acquired 100 percent of the issued share capital of Aristocrats Coffee and Tea Exporters Limited for a cash consideration of KShs 1 milfion,
The net assets of Aristocrats Coffes and Tea Exporters Limited at the date of acquisition were as follows:

vSnm:<.Em:&m:mMnEu#ﬁ:& . o G _ e T =

Deferred tax asset 143
Debtors . 64
Income tax asset 64
Cash and cash equivalents 3,533

Creditors (375)

Goodwilt 80

- zmw cash _a_os_. m.lm.g o.:.. msz_mao:.“
Cash consideration 1,000
Bark balances acquired (3,533
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Five

year
Comparative
Statement

SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

TP —————————————— .

PRODUCTION AND SALES STATISTICS

TEA
Area - Hectares 1,437 1,437 1,417 1,354 1,354
Production - Kilograms 8,284,916 7,355,192 8,736,298 8,227,000 7,544,289
Sales - Kilograms 7,806,299 7,534,269 8,575,641 8,198,000 7,624,383
Net sales proceeds - K.Shs / Kg . 114,14 86.13 100.51 90.25 88.51
COFFEE
Area - Hectares 912 912 912 an 91
Production - Tannes © 969 1,235 1,026 987 1,113
Sales > -Tonnes : 940 1,298 1,205 N7 1,224
Net sales proceeds - K.Shs ‘000 / tonne : 202 193 141 107 125

i
!

(Gains/(losses) arising from changes in fair value less

._u_‘aﬁ_cmmv before taxation and minority interests 349,493 (524,894) 1,104,137 (364,955) (68,415)

Profit/(loss) after taxation before minority interests 240,325 {365,896) 776,664 (261,338) (58,608)
Mingrity interests {3,587 {20,698) (5,502) 8,982 9,846

Profit/{loss) attributable to the Bmacma 236,738 (386,594) 771,162 (250,307) {6,940)
Dividend {38,009 - (95,023) - {19,005)

e
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SASINI TEA AND COFFEE LIMITED AND SUBSIDIARIES

Kipkebe
Tea
Factory
Sotik
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