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TANZANTA TEA PACKERS LIMITED

CHAIRMAN’S STATEMENT

As ever, | stand proudly as Chairman of Tanzania
Tea Packers as our company continues to pioneer
innovative developments in the tea induslry, and in
particular provide strong, secure and growing
businesses to tens of thousands of smallholder
®% shareholders who help to supply lea to our
factories.

Athough financially it has been a tough 12 months
there have been some very significant
achievements. Not least amongsl thesc is Chai
Bora's continued dominance as Tanzania's number
1 tea brand with a 60% market share, and the consalidation of our fair
traded tea supply to Tea Direcl which was recently listed as a public
company on the AIM Exchange in London and is the world's largest fair
trade tea packer. The respect that Tea Direct holds for TATEPA is a
significant accolade lo our performance.

Joseph Mungai M.P.
BOARD CHAIRMAN

Summarising our financial performance, it was a challenging year
because of the affects of a serious drought combined with a fall in world
tea prices. Economic theory suggests that prices rise when supply falls,
but unfortunately we suffarad the worst of all situations, because whilst
our rains have been below the lang tarm average for the last 4 years
they have been good in Kenya, bringing world prices down at a time
when our own production was also suffering. As a consequence, overall
profit before tax was a loss of Tsh 2.5 billion against a profit of Tshs
1.1bn in 2004, with the loss coming exclusively from our raw tea
divisions. The regrettable result of these losses, as forewarned at the
last AGM, is that there can be no dividend payment for this last financial
year with potentially even a small cash injection yet required.

With the drought moving north in 2006 the situation is rapidly improving
with tea prices increasing. In addition, we are invesligaling a new water
supply installation on our Kibena estates, which we hope will
significantly reduce the effects of fluctuations in rainfall. Production will
take time to recover, but with higher tea prices we anticipate 2006 to be
a profitable year.

More good news.

Since the abolition of VAT on packaged tea, volumes for Chai Bora have
been increasing, and we have now started export sales to Kenya and
England. Our herbal tea brand, African Infusions, has grown from
strength to strength, wooing customers both locally and across the
world. We have a big supply contract with a Kenyan firm, and interest in
supply from as far afield as South Africa and Iceland. It is a superb
product, and still excites me that we have been the first company in this
country to produce a range of organic herbal teas, that are locally grown
and packed.

| mentioned Fair Trade earlier; for every single kilogramme of tea we sell
to Tea Direct, our stakeholders [smallholder and employees] benefit
directly, being paid a premium price as paid by overseas customers.
Last year our stakeholders received more than 470m.TShs. in
premiums.

We have also been pivotal in the development of the AIDS Business
Coalition Tanzania (ABCT). a private sector organisation that is fighting
the spread of HIV/AIDS in the workplace and beyond, through the
sharing of information and pooling of resources. TATEPA management
is chairing ABCT, which now has more than 50 members. These include
some of Tanzania’s biggest and highest profile businesses as well as
many small and medium sized firms who were previously too limited in
capacity or knowledge to administer HIV/AIDS programmes. These
companies are now able to tap into this bank of information and ideas,
and start to influence positively the health of their workforces.

[Se]

Looking ahead, there are two significant strategic developments that we
intend to implement.

A. SHAREHOLDER LOAN.

At this AGM on behalf of the Board | am presenling a resolution to
approve the principle of a loan to the company from those shareholders
who wish to subscribe to be used for the further development of the
company. This is for a number of reasons. Firstly, we want to develop
potentially exciting smallholder projects in the Southern Highlands and
your directors believe that to finance these through a loan structure
would give the most flexibility, since although timing and exact financial
requirements remain uncertain, we nonetheless need to react quickly
when they come. Secondly, and in order to secure additional waler
resources for the irrigation that will prolect Kibena's tea against future
droughls, we are planning to invest in horeholes to supplement the
water supply from our dam. Finally, and depending on the quantum of
the tea price improvement, we may also require such a facility to
increase the working capital of the company.

Our need to be flexible in the dynamic conditions in which we are
operaling, make a shareholder loan the obvious choice, since actual
amatints can be drawn down as required. The tenure is longer than bank
finance. and it allows more flexibility in repayment. Let me assure you
that in approving such a facility you are not required to participate in it.
However should individuals and other smaller shareholders wish to do
so, | would ask you to write directly to our company requesting
participation..

B. TRANSFER PACKING DIVISION TO SEPARATE COMPANY
Secondly | am proposing a resolution for transfer of the tea packing
business of our Group into a new 100%-owned subsidiary, Chai Bora
Limited. This is in line with our other divisions all of which are separale
companies, and it will allow more flexibility in operations at a time when
we are preparing to expand and create further new divisions such as the
smallholder developments in the Southern Highlands. The cosl
implications are modest and the advantages of preserving TATEPA as a
holding company are significant.

As agreed last year, this AGM needs to appoint Directors under the
changes in the Memorandum and Articles. | am proposing a smaller
Board to reduce cost but in the interests of all shareholders | am also
aiming to involve directors with deeper tea industry and commercial
experience.

These are exciting times for our Company. We continue to lead in
innovation, ethical agricultural practice, and helping to alleviate poverty
through the development of secure livelihoods for very many thousands
of people. The tea industry in Tanzania, compared with some of its
neighbours, is still young; but we have good quality product and a
continuing potential to compete very strongly on the global markel as we
improve production processes and efficiencies. There is no doubt that
the industry and TATEPA have bul started their journey to maturity.

/cmzaé"‘-/

Joseph Mungai M.P.
BOARD CHAIRMAN
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FINANCIAL REVIEW
For the year ended 31st December

2005 2004 2003 2002 2001 2000 1999 1998
Group Group Group Group Group Group Group Group
TShs'000° TShs’000° TShs'000' TShs'000' TShs’000° TShs’000' TShs'000' TShs’'000°
Turnover 13,549,011 14,857,485 12,545,159 9,812,547 4,641,777 4,063,466 3,544,088 3,201,835
Profit/(Loss) Before Taxation (2,505,233) 1,104,472 227,717 446,871 (29,470) 552,955 744,085 513,627
Dividends - - 611,212 576,312 545,040 423,920 423,920 137,280

Cash Generatad From Operations 273,602 1,892,712 1,717,339 1,414,353 (211,979) 821,900 493,134 497,136

Net Cash Invested 357,873 794,121 1,879,996 1,698,220 1.453.874 93,133 236,343 466,873
Interest Bearing Debt 7,850,838 8,647,875 9,202,735 7,639,039 1,683,858 - - 160,000
Farnings Per Share (Tzs) (112) (62) 15 33 (4) 52 84 61
Dividends Per Share (Tzs) & 40 40 40 40 40 16
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TANZANIA TEA PACKERS LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2005

The Directors submit their report together with the audited financial statements for the
year ended 31 December 2005, which disclose the state of affairs of Tanzania Tea
Packers Limited (the "Company and Group").

i DIRECTORS

The Directors of the Company at the date of this report, all of whom have served since
1 January 2005, unless otherwise stated are:

Name Nationality Position

Hon. J J Mungai (MP) Tanzanian (Chairman)

Mr. G C Theobald British (Managing Director)
Mr. G P Theobald British

Mr. D Henderson British

Mr. V Rweyemamu Tanzanian

Mr. R W Cox British

Mr. P D Rowland British (Executive Director)
Mr. B A Patel British Resigned on 4" March 2005
Ms. K D Bandawe Tanzanian

Mr. F Mbala Tanzanian

Mr. K Alexander British

In accordance with the Company's Articles of Association, the directors are not required to
retire by rotation. With the exception of two directors, the rest of the directors are non-
executive and only 3 out of 10 board members, as listed hereunder, have an interest in
the issued and fully paid up shares of the company.

Holding
Hon. J.J. Mungai (MP) 1,145,188 shares
Mr. G. C. Theobald 1,032,151 shares
Mr. G. P. Theobald 244,354 shares

The directors are not paid any directors fees. However, they are entitled to a sitting
allowance of US $ 400 each for every sitting. The Chairman of the Board, who is a non-
executive director, and the two executive directors receive salaries of TShs 50.095 million
and TShs 222.37 million, respectively, per annum.



TANZANIA TEA PACKERS LIMITED ==

REPORT OF THE DIRECTORS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2005

2 COMPANY SHAREHOLDING:

As at 31 December 2005 the company had 1,683 shareholders. Ten major shareholders
are listed below:

Name Nationality % of
Holding
1 Freshfields Investments Limited Tanzanian 53.37
2 Parastatal Pension Fund Tanzanian 11.09
3 Hon. J. J. Mungai (MP) Tanzanian 6.97
4 Mr. G. C. Theobald British 6.28
5 National Social Security Fund Tanzanian 5.44
6 Social Action Trust Fund Tanzanian 5.34
7 Thompson Lloyd & Ewart Limited British 2.51
8 Mr. G. P. Theobald British 1.49
9 The Heritage A.l.LInsurance Company (T) Ltd. Tanzanian 0.31
10 TATEPA Employee Share Trust Tanzanian 0.30
Total 93.10

3 ACTIVITIES

The Company owns two subsidiary companies, Wakulima Tea Company Limited (75%
owned as at 31 December 05) and Kibena Tea Limited (100% of shares). The Group's
principal activities are the growing, processing, blending, marketing and distribution of
tea. Wakulima Tea Company Limited and Kibena Tea Limited undertake growing and
processing of tea. The Group exports made tea for sale at the Mombasa auction and
privately. The Company's principal activities are blending and packing of tea at the
Mafinga factory for local and export marketing under the Chai Bora, Highlands Organic
and African infusions brand names. The performances of the Company and Group
during the year were as follows:

2005 2005 2004
Actual Budgeted Actual
TShsi000 TShsi000 TShsi000
Company
Sales 6,410,158 7,546,000 6,090,112
Gross profit 1,274,616 1,967,006 1,662,598
Operating profit 345,836 857,716 840,657
Group
Sales 13,549,011 17,504,078 14,857,485
Gross profit 2,728,806 7,545,736 5,432,495
Operating (loss)/profit (824,564) 2,720,862 1,320,203
2005 2005 2004
Tons Tons Tons
Company (Activity)
Production - Packed tea 2,239 2,600 2,305
Sales - Packed tea 2,284 2,600 2,255
Group (Activity)
Production - Made tea 6,138 7,218 6,417
Production - Packed tea 2,239 2,600 2,305
Sales - Made tea 6,217 6,934 6,359
Sales - Packed tea ' 2,284 2,600 2,255




TANZANIA TEA PACKERS LIMITED

REPORT OF THE DIRECTORS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2005

ACTIVITIES (continued)

Company

The lower gross profit than budgeted was recorded due to the increased processing
costs arising from write off of obsolete packing materials and the irrecoverable VAT
inpul payments. Exemption from VAT meant that all input VAT is now added to cost.
Furthermore, packed tea is produced as per demand and the 12 % lower sales than
budget is due to intense competition.

Group

The operating loss reported for the year was principally due to the lower than budgeted
gross margin in the Company and then lower production and the low level of made tea
prices (at an all time historic low) from the black tea divisions.

FUTURE DEVELOPMENTS

The production and sale of made tea is the principal business of the Group. The Group
is continuing to pursue an expansion strategy to increase hectares under tea and/(or)
smallholder processing capability.

RESULTS AND DIVIDEND

The Directors do not recommend a dividend for the year 2005 in view of the insufficient
reserves of the Company [2004: Nil].

AUDITORS

The auditors, PricewaterhouseCoopers, have expressed their willingness to continue in
office as auditors and are eligible for re-appointment.

By order of the Board
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TANZANIA TEA PACKERS LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES
FOR THE YEAR ENDED 31 DECEMBER 2005

The Gompanies Ordinance requires the directors to prepare financial statements for each
financial period that give a true and fair view of the state of affairs of the company and the
group as al the end of the financial period and of its profit or loss. It also requires the
directors to ensure that the company keeps proper accounting records that disclose, with
reasonable accuracy, the financial position of the company. The directors are also
responsible for safeguarding the assets of the company.

The directors accept responsibility for the annual financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Financial Reporting Standards
and the requirements of the Companies Ordinance, CAP 212. The directors are of the
opinion that the financial statements give a true and fair view of the state of the financial
affairs of the company and the group and of their loss. The directors further
accept responsibility for the maintenance of accounting records that may be relied upon in
the preparation of financial statements, as well as adequate systems of internal financial
control.

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

P R
o

Director Director

31 January 2006






