TATEPA

Tanzania Tea Paclzers Ltd

Annual Report
2004 i

A g
i




g%@% 2004 hag been a special year for Tanzania Tea Packers - the year in which we celebrated our 10th
) Aunniversary. From the company’s launch in 1995 as a small tea packer producing a new brand called

Chai Bara, over the last decade TATEPA has grown to hecome Tanzania's single largest integrated tea

husiness and a role model for innovative and respnnsiHe business. Bach and every year has heen an important

milestone in the history and development of the company and the key achievements for each of our 10 years, are
listed helaw. j

1995

A TATEPA starts
business as a
small tea packer
and launches
the Chai Bora
brand

wepr

Chai Bora leaps into market leader position as
Tanzania’s most popular tea, a place it still holds
today.

1997

The new Chai Bora factory opens in Mafinga -
the heart of "Tanzania’s major tea growing arca.

1998

The brand is relaunched in a
new [resh and modern design,
reinforcing the Chai Bora
quality and consistency.

1999

] TATEPA

u anwnits foroirie vap of Lot g
becomes

S Share the Success st

Tanzania’s first
private company
to list on the
Dar es Salaam
Stock Exchange.

Chai Bora’s most successful pack,
the Tsh10 pack is launched. ‘Today
up (o 42m packets of ‘Ish 10 are
sold every month.

TATEPA expands with the acquisition of Wakulima
Tea Company, a smallholder tea growing business.
T'he 14,000 smallholders now benelit from good
prices and improved yiclds,

2002

syt

TATEPA buys Kibena Tea Limited, an ultra-
modern tea cstatc. TATEPA becomes ‘lanzania’s
largest integrated tea business.

2003

better deal

Wakulima & Kibena carn
Fairtracle status and now supply
60% of the UK’s biggest
Fairtrade tea brand. TATEPA is
registered as an organic packer.

TATEPA launches African
Infusions, the country’s first
locally grown and packed
organic herbal tea brand.







TANZANIA TEA PACKERS LIMITED

CHAIRMAN'S STATEMENT

Tanzania Tea Packers celebrates 10 full
years this year. Tveryone within the
company has been so busy getting on with
running the business that it was only when |
sat down to start thinking about our
ievements for the Annual Report that |
suddenly discovered that we were in a
milestone year !

acl

Our tenth anniversary appears to have crept
up on us, because it sull seems just
yesterday that we ser up a small ea packing
hisiness and created the Chai Bora brand,
It has been a truly exciting decade. with
TATEPA evolving at a healthy pace from its
humble origins into one of Tanzunia's stiong privale sector businesses. And
there could not be a beuer way w eelebrate than with un all time record annual
profit of Tshs. 1.3 billion,

Joseph Mungm M_P.
BOARD CHAIRMAN

It has been a pleasure for me to have been mvolved m the business from its
conception and I am proud of our achievements and especially of the efforts
agement and employees who have been pivotal in gewing TATEPA o
whete it is today. Many of these achievements have heen pioncering and have
bousted us w high ground in terms of innovation and expertise. The following
arc some of the more importunt milestones along the way

of man

+ In 1999 while still u fledgling business, TATEPA hecame Tanzania's first
private company 0 be listed on the Dar es Salaam Stoek Exch:

*  Within just 2 ycars, Chai Bora became a market leader, an accolade that
is still retamed today.

+Through expansion we have uequired smallholder factories and tea estates
and in the process have become the coumiry's lurgest integrated ten
business.

«  TATEPA is registered as a Far Trade producer acknowledged for its
stringent cthical producton processes, und we now supply 00 percent of
the volume of Tea Dircet, the UK's fustest selling Fair Traded tea brand

= TATEPA also packs the country's only organic black teu ineluding Eurl
Grey which is world famous.,

Focusing on some ol the key results for last year, firstly we were delighted
when the Government announced a VAT exemption status specifically for tea
packed locally from locally grown tea, with effect from July 2004, This has
had an important impact on the business, increasing volumes and allowing us
to reduce our prices 1o the benefit of our customers. We have also commenced
exporting and are now exploring inquirics from Kenya and South Alrica. We
are most appreciative for the Government's foresight with regards VAT, which
has at last created an even playing ficld in the industry.

In 2004, we became the first company o source and pack a range of top
quality organic herbal teas within the country, with the launch of African
Infusions. Until now Tanzanian herbal tea drinkers have been forced to buy
foreign imports at vastly inflated prices. African Infusions. which is 100
pereent orgunic, 100 percent natural and 100 percent caffeine-free, has been
enthusiastically received within the market especially from the hotel and
tourism seclors.

In 2004 our sules of Fuir Trade Ten resulted in additional preminms of Tshs.
655 million (up by 51 percent.on 2003). The entire premium was returned to
the Wakulima Tea Company Limited (Wakulima) and Kibena Tea Limited
(Kibena) employees and smallholders in the form of support to community
projects: for example of school buildings. provision of books, piped water, and
health care amongst others.

Finally, last ycar we took the initiative with a small group of other public and
private sector businesses to set up the Aids Business Coalition Tanzania
(ABCT), and we have been a driving [orce in establishing the Coalition whose

aim is (o fight HIV/AIDS in the workplace and beyond. A wtal of 40
businesses ure now registered with ABCT and over this next year we will he
working together to share information and strategies for reducing the impact
of HIV/AIDS in our areas of operation especially amongst our staff members

Summarising our hnaneiul performunce in 2004, overall we had a successiul
year, with our tea growing operatons of Kibenu und Wakulima continuing, to
perform particularly well. Group profit after tax amounted to Tshs. 1.3bn
apainst Tshs, 0.25bn for 2003, resultant upon the Group bhenefiting from
higher tea prices, volume-related efficiencies and the appreciation of the Tshs.
Revenue, vperating profits and tax contributions to the Government also all
increased driven by revenue, which grew by 18 percent year on year. Chai
Bora sales were lower than anticipated in the first half of the year, but were
transtormed after July following the VAT exemption stas granmed by
Government.

Wakulima continues to be a pioneering role model within the industry and
14,000 smallholders have increased from
approximately Tshs. 200 million since acquisition i 2001 to over Tshs. 1.4
billion in 2004, Production at Kibena was adversely allected because ol
drought, but the company still performed beuer than budget, In view ol the
woud performance of hath these subsidiary companics 1 am pleased
announee thyt Walulima has declared a dividend payment to its shareholders
(TATEPA and RSTGA) ol Tshs. 254 per share compared to Tshs. 75 last year;
while Kibena has declarcd a first dividend of Tshs, 150 per share 1o its sole
sharcholder (TATEPA).

annual revenues to our

In a major departure with past practice your Board is not recommending any
dividend this year because we have significant loan repayments to make in
2005 and 2006. 1t 15 a prudent business decision o repay the loans and
improve our Balance $heet in order w consolidate our business. Therefore,
onr henefit this year as shareholder is that of incrcased retained earnings and
enhanced net-worth which shall give us a stronger base for improved
dividends in subsequent years.

Since the last AGM, Mr Charles Groom retired from the Bourd on 12th
October 2004 and was sncceeded hy Mr Keith Alexander. On behalf of the
Bourd und ull shareholders, 1 welcome Mr. Alexander and wish to thank Mr.
Groom for his valuable contribution to the TATEPA Group over the years, On
behalf of the Board and the sharcholders I also wish o thank Mr. B A Patel
who retired in March 2005 and T am surc we all wish him a happy life in
retirement.

I wish to take this opportunity to thank management and our Group employees
at all levels for their continued commitment to achieve our goals.- I would like
also to thank the Government for their strong support in 2004. Finally. I wish
to thank all our dealers. wholesalers, retailers and consumers for their
continued loyalty to our Chai Bora brand. T can assure you that we will
continue to provide you with the best possible service and of course with Chai
Bora, Wakulima and Kibena teas of best quality.

JE— "
e T Y MA DO
&

Joseph Mungai M.P.
BOARD CHAIRMAN



TANZANIA TEA PACKERS LIMITED

i)
FINANCIAL REVIEW
For the year ended 31st December
2004 2003 2002 2001 2000 1999 1998
Group Group Group Group
Tshs. '000"  Tshs. '000"  Tshs. '000"  Tshs. '000"  Tshs. '000"  Tshs. '000"  Tshs. "000'
Turnover 14,857,485 12,545,159 9,812,547 4,641,777 4,063,466 3,544,088 3,201,635
Profit/(Loss) Belore Taxation 1,293,792 227,717 446,871 (29,470) 552,955 744,085 313,621
Dividends - 611212 576,312 545,040 423,920 423,920 137,280
Cash Generated I'rom Operations 1,892.712 1,717,339 1,414,353 (211.979) ¥21,900 493134 497,136
Nai Cash Invested 794,121 1,879,996 1,698,220 1,453,874 93,133 236,343 466,873
Interest Bearing Debt 8,047,870 9.202,735  7.639,039 1.683.858 - - 160,000
Larnings Per Share ('I'shs.) 73.04 13.88 32.53 (3.94) 52 84 6l
Dividends Per Share (Tshs.) - 40 40 40 40 40 40
Turnover & Profit
1998-2004
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ANZANIA TEA PACKERS LIMITED

CHAIRMAN'S

10 full
vear within  the
company has been so busy getting on with
running the business that it was emly when T
sal down io
achievements for the Annual Report that [
suddenly discovered that we were in a

Tanzania Tea Packers celebrates

years  this FEveryone

start thinking  about owr

milestone year

Our tenth anniversary appears to have crept
up on us, because it sl seems  just

yesterday that we set up a small tea packing
business and created the Chai Bora brand.
It has been a truly exciting decade, with
TATEPA evolving al a healthy pace from its
humble origing intw one of Tanzuniu's sirong privide sector businesses, And
there could not be a better way to celebrate than with an all-time record annual
profit ol Tshs. 1.3 billion.

Juseph Mung,ui M.F’:
BOARD CHAIRMAN

It has been a pleasure for me w have been involved in the business from its
conception and T am proud of our achicvements and especially of the cfforts
of management and employees who have been pivotal in getting TATEPA to
where it is today. Many of these achievements have been pioneering and have
boosted us to high ground in térms of innovation and expertise. The following
arc some of the more important milestones along the way:-

¢ In 1999 while still a fledgling business, TATEPA hecame Tanzania's first
private company to be listed on the Dar es Salaam Stock Exchange.

*  Within just 2 years, Chai Bora became a market leader, an accolade that
is still rerained roday.

*  Through expansion we have acquired smallholder £
and in the process have become the country's largest integraed teq
business.

+  TATEPA is registered as a Tair Trade producer acknowledged for its
stringent ethical production processes, and we now supply 60 percent of
the volume of Tea Direct, the UK's fastest selling Fair Traded tea brand.

*  TATEPA also packs the country's only organic black tea including Earl
Grey which is world famous.

tories and fea estates

Focusing on some of the key results for last year, firstly we were delighted
when the Government announced a VAT exemption status specifically for tea
packed locally from locally grown tea, with effect rom July 2004, This has
had an important impact on the business, increasing volumes and allowing us
to reduce our prices to the benefit of our customers. We have also commenced
exporting and are now exploring inquiries from Kenya and South Africa. We
are most appreciative for the Government's foresight with regards VAT, which
has at last created an even playing field in the industry.

In 2004, we became the first company to source and pack a range of top
quality organic herbal teas within the country. with the launch of African
Infusions. Until now Tanzanian herbal tea drinkers have been forced to buy
foreign imports at vastly inflated prices
percent organic, 100 percent natural and 100 percent calfeine-free. has been
enthusiastically received within the market especially from the hotel and

African Infusions, which is 100

tourism sectors.

In 2004 our sales of Fair Trade Tea resulted in additional premiums of Tshs.
635 million (up by 51 pereent on 2003). The entire premium was returned 1o
the Wakulima Tea Company Limited (Wakulima) and Kibena Tea Limited
(Kibena) employees and smallholders in the form of support to community
projects: for example of school buildings, provision of books, piped water, and
health care amongst others.

Finally, last year we took the initiative with a small group of other public and
private sector businesses to set up the Aids Business Coalition Tanzania
(ABCT). and we have been a driving foree in establishing the Coalition whose

TATEMENT

aim s to fight HIV/ATDA in the workplace and beyond. A total of 40
businesses are now registered with ARCT and over this next vear we will be
working together to share information and strategies for reducing the impact
of HIV/AIDS in aur arcas of operation especially amongst our staff members.

Summarising our lnaneial performanee in 2004, overall we hud o successiul
year. with our tea growing operations of Kibena and Wakulima continuing to
perform: particularly well
aguinst Tshs, 0.25bn for 2003, resuliunt upon the Group benefiving from
higher tea prices, volume-related efficiencics and the appreciation of the Tshs.
Revenue, operating profits and tax contiibutions (o the Governmnent also all
mereased driven by revenue, which grew by I8 percent year on year. Chai
Bora sales were lower than antcipated in the first half of the year. but were
tansformed after July following the VAT exemption status granted by
Government

Group profit after tax amounted (o Tshs. 1.3bn

Wiakulima continues 1o be a pioneering role model within the industry and
unnual revenues (o our 14,000 smallholders  have anereased  from
approsamately T'shs, 200 mullion sinee aequisiuon i 2001 w over I'shs, 1.4
billion in 2004, Production at Kibena was adverscly affected because of
drought, but the company still performed better than budget. In view of the
good performance of both these subsidiary companies | am pleased to
announce that Wakulima has declared a dividend payment 1o its sharcholders
(TATEPA and RSTGA) of Tshs. 254 per share compared ta Tshs. 75 last year;
while Kibena has declared a first dividend of Tshs. 150 per share 1o its sole
sharcholder (TATEPA).

In a major departure with past practice your Board is not recommending any
dividend this year because we have significant loan repayments 10 make in
2005 and 2006, TIr is a prudent business decision to repay the loans and
improve our Balance Sheet in order to consolidate our business. Therefore,
our benefit this year as sharcholder is that of increased retained earnings and
cnhanced net-worth which shall give us a stronger base for improved
dividends in subsequent years.

Since the last AGM. Mr Charles Groom retired from the Board on 12th
October 2004 and was succeeded by Mr Keith Alexander. On behalf of the
Board and all shareholders, I welcome Mr. Alexander and wish to thank Mr.
Groom for his valuable contribution {o the TATEPA Group over the years. On
behalf of the Board and the sharcholders I also wish to thank Mr. B A Patel
who retired in March 2005 and T am sure we all wish him a happy life in
retirement.

I wish to take this opportunity to thank management and our Group employees
at all levels for their continued commitment to achieve our goals. T would like
also to thank the Government for their strong support in 2004. Finally, I wish
1o thank all our dealers. wholesalers, retailers and consumers for their
continued loyalty to our Chai Bora brand.
continue to provide you with the best possible service and of course with Chai
Bora, Wakulima and Kibena teas of best quality.

I can assure you that we will

JUE—— P
e T §Y MO0

5

Joseph Mungai M.P.
BOARD CHAIRMAN
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TANZANIA TEA PACKERS LIMITED ‘
FINANCIAL REVIEW
For the year ended 31st December
2004 2003 2002 2001 2000 1999 1998
Group Group Group Group

Tshs. '000"  Tshs. '000'  Tshs. '000'  Tshs. '000

Turnover

Profit/(Loss) Before Taxation
Dividends

Cash Generated From Operations
Net Cash Invested

Interest Bearing Debt

Liarnings Per Share (1'shs.)

Dividends Per Share (Tshs.)

16,000,000

14,857,485 12,545,159 9812547 4,641,777
1,293,792 227,17 446,871 (29.470)
- 611,212 576,312 545,040
1,892,712 1,717,339 1414353 (211,979)
794,121 1,879,996 1,098,220 1,453,874
8047876 0202735 7.639.039  1.683.858
73.04 13.88 32.53 (3.94)

- 40 40 40

Turnover & Profit
1998-2004

Tshs. '000"  'I'shs, '000" Tshs. '000'

4,063,466
552,955
423,920
821,900

03,133
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TANZANIA TEA PACKERS LIMITED

1

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2004

The Directors submit their report together with the audited financial statements for the year enced 31 December 2004,
which disclose the state of affairs of Tanzania Tea Packers Limited (the “Company and Group™)

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Directors are required under the Companies Ordinance to prepare financial statements for each financial period that
give a true and fair assessment of the state of affairs of the Company and Group as at the end of the financial period and of
its profit or loss for the period.

The Directors confirm that suitable accounting policies have been used and applied consistently, and reasonable and
prudent judgement and estimates have been made in the preparation of the financial statements for the year ended 31
December 2004, The Directors also confirm thar Tanzania Financial Accounting Standards have been followed and that
the financial statements have been prepared on the going concern basis.

‘The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the Company and Group and which enable them to ensure that the financial statements comply
with the Companies Ordinance, CAP 212, They are also responsible for luking steps for the prevention and detection of
fraud, error and other irregularitics in the Compuny.

DIRECTORS

The Directors of the Company at the date of this report, all of whom have served since | January 2004, except otherwise
stated, are:

Name Nationality Position

Hon. I I Mungai (MP) Tanzanian Chairman

Mr. G C Theobald British Managing Director

Mr. G P Theobald British Director

Mr. D Henderson British Director

Mr. V Rweyemamu ‘Tanzanian Director

Mr. R W Cox British Director

Mr. P D Rowland British Dircctor

Mr. B A Patel British Director

Ms. K D Bandawe Tanzanian Director

Mr. F Mbala Tanzanian Director

Mr. K Alexander British Director - Appointed 12th October 2004
Mr. C Groom British Director - Resigned 12th October 2004

In accordance with the Company's Articles of Association, the Directors are not required to retire by rotation. With the
exception of two, the rest of the Directors are non-executive and only 3 out of 11 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



TANZANIA TEA PACKERS LIMITED

The Directors are not paid any directors fees. The Directors are entitled to sitting allowance for every sitting, as follows:

Sitting allowance
The Chairman of the Board US $ 400 per mecting
Other Directors US $ 400 per meeting

The Chairman of the Board, who is a non-executive director, receives a salary of Tshs. 43.523 million per annum.
(2003:Tshs. 41.988 million)

3. COMPANY SHAREHOLDING:
As at 31 December 2004 the company had 1,683 shareholders. Ten major shareholders are listed below:

Name Nationality % of
Holding

ik 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.LLInsurance Company (T) Ltd. Tanzanian 0.31
10  TATEPA Employee Share Trust Tanzanian 0.30

Total 93.10

4, ACTIVITIES
The Group's principal activities are the growing, processing, blending, marketing and distribution of tea. The Katumba and
Kibena factories undertake growing and processing of made tea. The group exports made tea for sale at the Mombasa
auction and privately. The Company's principal activities is blending and packing of tea which is done at the Mafinga
factory for local marketing under the Chai Bora, Highlands Organic and African infusions brand names.
The Company owns two subsidiary companics, Wakulima Tea Company Limited (75.42% of shares as at the end of the
year) and Kibena Tea Limited (100% of shares). Wakulima was acquired in 2001 and Kibena in 2002. The performances

of the Company and Group during the year were as follows:

2004 2004 2003
Actual Budgeted Actual
Revenue Revenue Revenue
Company Tshs.'000 Tshs.'000 Tshs.'000
Sales 6,090,112 6,127,853 5,456,983
Gross profit 1,662,598 2,095,698 1,796,770
Operating profit 840,657 527,384 71,541
Group = - =
Sales 14,857,485 14,830,294 12,545,159
Gross profit 5,598,277 6,789,376 4,990,743
Operating profit 1,509,523 2,221,143 1,403,053
Activity Activity Activity
Company Tons Tons Tons
Production - Packed tea 2,305 2375 2,244
Sales - Packed tea 2,255 2,375 2.232
Group - o e
Production - Made tea 6,417 6,623 5,625
Production - Packed tea 2,305 2372 2,244
Sales - Made tea 6,359 6,494 5,792
Sales - Packed tea 2,255 2.375 2,932



Y “ TANZANIA TEA PACKERS LIMITED

Company

Lower gross profit than budgeted was recorded due to the increased cost of raw tea (reflecting higher than budgeted prices
of raw tea in the world market) and increased processing costs due to write ott of obsolete packing materials and the VAT
inpul payments. Exemption from VAT meant that all input VAT is now added to cost. Higher operating profil is mainly
contributed by dividends declared by subsidiary companies (Tshs. 894 m), which were not budgeted.  No dividends were
received during the year 2003, Packed tea is produced as per demand. 5% lower sales than the budget is due to intensive
competition.

Group

Lower gross profit than budgeted was recorded due to TATEPA, as explained above, In addition there were lower tea sales
(by about 135 tons compared to budget) due to drought at Kibena. The lower operating profit was principally due to the
drop in gross profit. Lower than budget made tea production and sales are due to drought at Kibena.

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

RESULTS AND DIVIDEND
The Directors do not recommend dividend for the year 2004 in view of the insufficient reserves of the Company.

SOLVENCY
The Company's and Group's state of affairs at 31st December 2004 is set out on page 10 of the financial statements.

EMPLOYEES' WELFARE

(i) Industrial safety
The Company and Group continued to satisfy the standards of industrial safety established by the labour laws of
Tanzania.

(ii) Training facilities
The Company and Group believe that the professional and technical expertise of its managers and staff constitutes a
major asset; investment in developing such skills continues to receive constant attention. The Company and Group skill
base has been steadily expanding within the range of training provided; including short courses that have broadened the
opportunities for career development within the Company and Group

(iii) Medical facilities
Medical coverage is provided for staff at the appointed government and private hospitals.

(iv) Financial help
This is available to all employees depending on the asscssment by management of the need and ability of the Company
and Group to help.

(v) Employee motivation
The Group provides canteen facilities at the factories for its employees.

It is a basic policy of the Company and Group (o maintain a safc working environment at all times in its factories and
offices. Measures to ensure the achievement of this objective are under constant review.

In addition to standard emoluments the Company and Group operate incentive schemes to directly motivate employees
to achieve their targets. Incentive schemes designed to meet the circumstances of cach individual are implemented
wherever appropriate and some of these schemes include bonuses.



TANZANIA TEA PACKERS LIMITED

10.

12,

14.

DISABLED PERSONS

It remains the Company's policy to accept disabled persons for employment for those vacancies that they are able to fill.
RELATED PARTY TRANSACTIONS

Details of transactions and balances with related parties are included in Notes 12, 14 and 24 to the financial statements,

. STATUTORY PAYROLL REMITTANCE

The Directors confirm that the Company has complied with the relevant provisions of the Income Tax Act, 2004 and social
funds legislation in respect of remuneration and benefits paid to its employees.

CHARITABLE DONATIONS

The following donations were made during the year:
2004 2004
Group Company
Tshs.'000 Tshs.'000
AIDS Project 1,000 500
Education institutions 200 0
Charitable organisations & others 690 110
Total 1,890 610

In addition to cash donations management has been assisting closely in the implementation of two AIDS projects and the
value of time spent is to the tune of around US dollars twenty five thousand during the year 2004. Management assistance
time to other charitable projects is estimated at around US dollars five thousand during the year.

. ISSUE OF SHARES

During the year under review the company proposed to issue 1,150,160 ordinary share of Tshs. 25 each at a premium of
Tshs. 457 per share subject to Capital Market and Security Authority (CMSA) approval towards scrip dividend for 2003
financial year.

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

In preparing TATEPA'S 2004 consolidated financial statements, the Directors' have amended certain accounting and
valuation methods applied under TFAS in its preparation for adopting TFRS in 2005. The comparative figures in respect of
2004 were restated to reflect these adjustments. Reconciliations and descriptions of the adjustments on the Group's and
Company's balance sheets and equity are given in notes 1(r), 1 (s), 1(t), and 1(u) to these financial statements.

. AUDITORS

Our auditors, PricewaterhouseCoopers, have expressed their willingness to continue in office and are eligible for re-
appointment. A resolution proposing the re-appointment of PricewaterhouseCoopers as auditors of the Company for year
2005 will be put to the Annual General Meeting.

BY ORDER OF THE BOARD

/A’Tu;w’”w—g‘*-/

CHAIRMAN:

DATE: 4th MARCH 2005



TANZANIA TEA PACKERS LIMITED

REPORT OF THE AUDITORS TO THE
MEMBERS OF TANZANIA TEA PACKERS LIMITED (TATEPA)

We have audited the financial statements of ‘Tanzania Tea Packers and its subsidiaries on pages 9 to 32 in accordance with the
International Standards on Auditing. The financial statements are in agreement with the accounting records and we obtained the
information and explanations we required.

Respective responsibilities of directors and auditors
As described on page 4, the Company's Directors are responsible for the preparation of the financial statements.  Our
responsibility is to form an independent opinion, based on our audit, on those statements and to report our apinion o you.

Basis of opinion

An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgements made by the Dircetors in the preparation of the
financial statements, and of whether (he accounting policies are appropriate to the Company’s circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit 5o as to obtain all the information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements. We believe that our audit provides a reasonable basis for
our opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and Group as at 31
December 2004 and of their profit and cash flows for the year then ended in accordance with the Tanzania Financial Accounting
Standards and comply with the Tanzanian Companies Ordinance, CAP 212.

&
PRICEWATERHOUSE(GOPERS

Certified Public Accountants
DAR ES SALAAM Date: 4th March, 2005



TANZANIA TEA PACKERS LIMITED

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2004
(All amounts in Tshs. thousands)

Group Company
Notes 2004 2003 2004 2003
Restated Restated

Sales 14,857,485 12,545,159 6,090,112 5,456,983
Cost of sales (9,259,208) (7.554.416) (4,427,514) (3,660,213)
Gross profit 5,598,277 4,990,743 1,662,598 1,796,770
Selling and marketing
cosls (1,944,077) (1,920,525) (1,044,082) (1,107,444)
Administrative expenses (2,370,392) (2,126,480) (966,320) (1,100,073)
Other operaling income 225,715 459,315 1,188,401 482,288
Operating profit 2 1,509,523 1,403,053 840,657 71,541
Finance costs - net 3 (215,731) (1,175.336) (18,833) (293,706)
Profit/(loss) before tax 1,293,792 227717 821,824 (222,165)
Income tax credit 4 35,079 23,639 14,455 23,639
Profit/(loss) for the year 1,328,871 251,356 836,279 (198,526)
Allributable to:
Minority interests 21 128,731 39,249 - -
Equity holders of
the Company 1,200,140 212,107 836,279 (198.520)
LLarnings per share of
profit attributable to the
equity holders of the
Company during the year
(expressed in Tshs. per share)
Basic and diluted 2 73.04 13.88

Notes and related statements forming part of these linancial statements
appear on pages 14 to 32.

Auditors' Report - page 8.



\ TANZANIA TEA PACKERS LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2004
(All amounts in Tshs. thousands)

Group Company
Notes 2004 2003 2004 2003
Restated Restated
(Note 1 (a)) (Note 1 (a))
ASSETS
Non-current assets
Plant, property and equipment 7 7,578,917 7,468,150 680,954 827,292
Biological asscls 8 6,760,005 6,859,680 - -
Intangible assets - trade marks 750 750 750 750
Deferred tax asset 17 47,784 - - -
Investment in subsidiaries 9 - - 3,156,915 3,156,915
Long term receivable 10 - - 860,442 1,052,079
14,387,456 14,328,580 4,699,061 5.037,036
Current assets
Inventories 11 2,620,300 2375411 1,019,784 1,204,305
Growing crops 135,942 58,364 - -
Accounts receivable 12 1,692,444 1,669,753 1,696,288 900.226
Income tax recoverable 102,209 72,321 69,516 62,251
Bank and cash balances 13 ) 585,910 461,819 65,633 120.630
5,136,805 4,637,668 2,851,221 2,287,412
Total assets 19,524,261 18,966,248 7,550,282 7,324,448
EQUITY
Capital and reserves attributable
to the Company's equity holders
Share capital 21 410,762 382,008 410,762 382,008
Share premium 3,194,021 2,667,946 3,194,021 2,667,946
Retained earnings 1,305,355 716,427 382,324 157,257
Sharcholders' surplus 4,910,138 3,766,381 3,987,107 3,207,211
Goodwill 3,245,822 3,435,142 - -
Minority interests 22 892,120 625,641 - -
Total equity 9,048,080 7,827,164 3,987,107 3,207,211
LIABILITIES
Non-current liabilities
Borrowings 15 6,871,368 8,836,281 2,190,216 2,709,990
Deferred tax liabilitics 17 - 37.345 22,890 37,345
Employees' gratuity 18 102,623 75,347 35,611 27,680
6,973,991 8,948,973 2,248,717 2.995,015
Current liabilities
Trade and other payables 14 1,558,695 1,416,457 814,477 909,566
Borrowings 15 1,943,495 773,654 499,981 432,656
3,502,190 2,190,011 1,314,458 1,342,222
Total liabilities 10,476,181 11,139,084 3,563,175 4,117,237
Total equity and liabilities 19,524,261 18,966,248 7,550,282 7,324,448
The financial statements on page 9 to 32 were approved by directors on 4 March 2005 and signed on their behalf by:-
e e
Chairman Director

Notes and related statements forming part of these financial statements
appear on pages 14 to 32.

Auditors' Report - page 8.
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TANZANIA TEA PACKERS LIMITED

STATEMENTS OF CITANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2004
(All amounts in Tshs. thousands)

GROUP Share Share Retained
Capital Premium earnings Total

Balance at 1 January 2003

- As previously stated 360,195 2,173,642 1,110,912 3.044,749
- Prior year adjustment (Note 1(1)) - - (27.549) (27,549)
Restated 360,195 2,173,642 1.083 363 3,617,200
Issue of shares 21,813 494,304 - 516,117
Dividend paid - - (576,312) (576,312)
Profit for the year - - 212,107 212,107
Change in minority interest percentage - - (2,731) (2,731)

Balance at 31 December 2003 382,008 2,667 946 716,427 3,766,381

Balance at 1 January 2004

- As previously stated 382,008 2,667,946 757,473 3,807,427
- Prior year adjustment (Note 1(t)) - - (41,046) (41,046)
Restated 382,008 2,667,946 716,427 3,766,381
Issue of shares 28,754 529,075 - 557,829
Share issue costs (3,000) (3,000)
Profit for the year - - 1,200,140 1,200,140
Dividend declared - - (611,212) (611,212)
Balance at 31 December 2004 410,762 3,194,021 1,305,355 4,910,138

Notes and related statements forming part of these financial statements
appear on pages 14 to 32.

Auditors' Report - page 8.
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TANZANIA TEA PACKERS LIMITED

(4

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2004
(All amounts in Tshs. thousands)

COMPANY Share Share Retained
Capital Premium earnings ‘Total

Balance at 1 January 2003
- As previously stated 360,195 2,173,642 §31,971 3,365,808

- Prior year adjustment (Note 1(u)) 100,124 100,124
Restated 360,195 2,173,642 932,095 3,465,932
Issue of shares 21,813 494 304 - 516,117
Net loss for the year - - (198,526) (198,526)
Dividend relating to 2002 - - (576,312) (576,312)
Balance at 31 December 2003 382,008 2,667,946 157,257 3.207.211
Balance at 1 January 2004

- As previously stated 382.008 2,667,946 60,938 3,116,892
- Prior year adjustment (Note 1(u)) - - 90,319 90,319
Restated 382,008 2.667.946 157257 3,207,211
Issue of shares 28,754 529,075 - 557,829
Share issuc cosis (3,000) (3,000)
Profit for the year - = 836,279 836,279
Dividend relating to 2003 - - (611,212) (611,212)
Balance at 31 December 2004 410,762 3,194,021 382,324 3,987,107

Notes and related statements forming part of these financial statements
appear on pages 14 to 32.

Auditors' Report - page 8.
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2004
(All amounts in Tshs. thousands)
Group Company

Notes 2004 2003 2004 2003
Cash flows from operating activities
Cash generated from operations 23 1,892,712 1,717,339 478,250 682,978
Interest paid (353,131) (424,158) (135,460) (172,837)
Taxation paid (79,937) - (7,265) -
Net cash inflow from operating
activities 1,459,645 1,293,181 335,525 510,141
Cash flows from investing activities
Purchase of property, plant and
equipment (767,222) (1,394,773) (60,058) (154,361)
Cost incurred on biological assets (66,107) (36,376) - -
Acquisition of Kyimbila and Rungwe
estates - (504,843) - -
Proceeds from sale of property,
plant, and equipment 39,208 55,996 27,527 52,996
Net cash outflow to investing activities (794,121) (1,879,996) (32,531) (101,365)
Cash flows from financing activities
Proceeds from borrowings - 897,206 - -
Repayments of borrowings (382,585) (366,512) (151,147) (327,357)
Dividend paid (84,636) (52,810) (53,384) (52,810)
Scrip issue expenses (3,000) (7,385) (3,000) (7,385)
Proceeds from issue of shares 169,000 4,187 - -
Net cash (outflow)/inflow
(to)/from financing activities (301,221) 474,686 (207,531) (387,552)
Net increase/(decrease)
in cash and cash equivalent 364,303 (112,129) 95,464 21,224
Cash and cash equivalents
at the start of year 54,619 166,748 (43,096) (64,320)
Cash and cash equivalents at
the end of year (Note 13) 418,922 54,619 52,366 (43,096)

Notes and related statements forming part of these financial statements

appear on pages 14 to 32.

Auditors' Report - page 8.
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.‘; TANZANIA TEA PACKERS LIMITED

NOTES TO TIIE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2004

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

A. BASIS OF PREPARATION

These consolidated financial statements of Tanzania Tea Packers Limited (Group and the Company) have been prepared in
accordance with Tanzania Financial Reporting Standards (TFAS), under the historical cost convention, as modified by the
revaluation of certain non current assets.

In preparing TATEPAs' 2004 consolidated financial statements, the Directors’ have amended certain accounting and
valuation methods applied under TFAS in its preparation for adopting TFRS in 2005. The comparative figures in respect of
2004 were resiated o reflect these adjustments. Reconeiliations and descriptions of the adjustments on the Group's and
Company balance sheet and equity are given in notes 1(1), 1 (s), 1(t) and 1(u) to these financial statements.

B. CONSOLIDATION

Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies. This
generally accompanics a sharcholding of more than one half of voting rights. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether the group controls unother entity.
Subsidiaries are fully consolidated from the date on which control passed to the group and are de-consolidated from the
date that control ceases. The Group uses the purchase method of accounting to account for the acquisition of subsidiaries.

The cost of an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus cosis direetly atiributable to the acquisition. Identifiable assets and liabilities and
contingent liabilities assumed are measured at fair value, at acquisition date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition over the fair value of the Group's share of the identifiable net assets acquired
is recorded as goodwill. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is amortised
using the straight-line method over its estimated uselul life. Gain and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Intercompany transactions, balances and unrealised gains on fransactions between group companics are climinated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the Group.

C. FOREIGN CURRENCY TRANSLATION

(i) Functional and presentation currency

Items included in the financial statements of each of the Group's entities are measured using the currency of the primary
economic environment in which the entity operates (' the functional currency'). The consolidated financial statements are
presented in Tanzania Shillings, which is the Group's functional and presentation currency.

(ii) Transactions and balances

Foreign currency transactions are translated into Tanzania Shillings using the exchange rate prevailing at the dates of the
transactions. Monetary assets and liabilities at the balance sheet date, which arc expressed in foreign currencies. are
translated into Tanzania Shillings at rates ruling at that date. l'oreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at the year end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income statement.



TANZANIA TEA PACKERS LIMITED

D,

PROPERTY, PLANT AND EQUIPMENT
Leaschold land and buildings comprise mainly tea factories, packaging plant and offices. All property, plant and equipment
are shown at cost or valuation, less subsequent depreciation and impairment. Cost includes expenditure directly attributable
to the acquisition of the items. Subsequent costs are included in asset's carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will flow to the group and
the cost of the item can be reliably measured.

Depreciation is calculated using the straight-line method to allocate the cost or valuation of each asset to its residual value
over the estimated useful life as follows:

Rate (%)
Leaschold land Tenure of lease
Buildings 4.0
Moior vehicles and airerafi 25.0
Machinery, equipment, furniture and fittings 12.5
Computers 33.3

Major renovations are depreciated over the remaining useful life of the related asset or to they date of the next major
renovation, whichever is sooner. All other repairs and maintenance expenditures are charged to the income statement
during the financial period in which they are incurred.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. An asset's
carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater than its
estimated recoverable amount.

Gain or losses on disposals are determined by comparing the disposal proceeds with the carrying amount and are included
in the income statement.

Borrowing costs incurred for the construction of any qualifying asset are capitalized during the period of time that is
required to complete and prepare the asset for its intended use. Other borrowing costs are expensed.

E. BIOLOGICAL ASSETS
Biological assets are carried at fair value less estimated point of sale costs from initial measurement of biological assets up
to the point of harvest. Changes in fair value are shown in the income statement in the period.

F. IMPAIRMENT OF ASSETS

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets that
are subject to amortisation or depreciation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the
asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which
there are separable identifiable cash flows (cash-generating unils).

15



TANZANIA TEA PACKERS LIMITED

G. OPERATING LEASES
Payments made under operating leases (net of any incentives received from the lessor) are charged to the income statement
on a straight-line basis over the period of the lease.

H. INVENTORIES

Inventories are carried at the lower of cost and net realisable value. Cost is determined using the weighted average cost
method. The cost of finished goods and unprocessed products comprises green leaf, direct materials costs, direct labour,
other direct costs and related production overheads in both the tea and blending and packing factories, as appropriate up to
the stage of completion of the product. Net realisable value is the estimated selling price in the ordinary course of business,
less applicable selling expenses. Stores and consumables are stated at cost less any provision for obsolescence.

I. GROWING CROPS

Costs incurred for raising nursery plants arc regarded as growing crops. Nursery costs relating to seedlings that fail to
germinate / grow or those destroyed by fire, floods, ete are wrilten off Lo profit and loss account during the period. The cost
of seedlings transferred to mature crops for infilling are cxpensed to profit and loss account as maintenance costs during
the tinancial period. Cost of seedlings transferred (o immalture crops are capitalised to biological assets. Growing crops are
stated at cost less any provision and/(or) write off for unsuccessful seedlings.

J. ACCOUNTS RECEIVABLE

Trade receivables are initially recognised at invoice value and subsequently measured at cost less provision for impairment.
A provision for impairment of trade receivables is established when there is objective evidence that the Company will not
be able to collect all amounts due according to the original terms of receivables. The amount of the provision is the
difference between the asset's carrying amount and the present value of the estimated future cash flows, discounted at the
effective interest rate. The amount of the provision is recognised in the income statement.

K. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities.

L. BORROWINGS

Borrowings are recognised initially at proceeds received, net of transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between proceeds (net of transaction costs) and the redemption value is recognised
in the income statement over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the group has an unconditional right to defer settlement of the liability
for at least 12 months after the balance sheet date.

M. DEFERRED INCOME TAXES

Deferred income tax is provided in full using the liability method on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantially enacted at the balance sheet date and are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that the directors consider that it is probable that future taxable

profit will be available against which the temporary differences can be utilised. Deferred income tax is recognised as
income tax benefit or expense in the year in which it arises.

16



TANZANIA TEA PACKERS LIMITED

N. EMPLOYEES BENEFITS

(i) Pension obligations

The Group companies have defined henefits and/(or) defined contributions plans. The Company has an unfunded non-contributory
employee gramiry arrangement (the “Arrangement™), which provides for lump sum payments o its employees on their retirement at the
age of 55, bused on length of service and salary at retirement and qualifies as a defined benefit plan.  The payments to the retired
employees are made from Company's internally generated funds.

For dehined contribution plan, all companies in the group pay contributions to a publicly administered pension plan on a mandutory busis,
The group companics have no firther payment ahligations once the contributions have been paid. The contributions are recognised us un
employee benefits expense when they are due,

The liability recognised in the balance sheet in respeet of the defined benefits plan is the present value of the defined benefit obligation
ar the halance sheet date, together with adjustments for unrecognized actuarial gains or losses und past service costs. The defined
retirement henefits obligations are caleulated after every three years by independent actuaries using the projected unit credit method.
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to income
over the employees' expected average remaining working lives,

(ii) Termination henefits

Termination benefits are payable when employment is terminated before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. The Company and Group recognises termination benefits when it is demonstrably
committed to either terminating the employment of current employees according (o a detailed formal plan without possibility of
withdraw: or providing termination benefits as a result of an offer made (0 encourage voluntary redundancy. Benefits falling due more
than 12 months after balance sheet date are discounted to the present value.

O. PROVISIONS

Provisions are recognised when:

e The company and the group entity has a present legal or constructive obligation as a result of past cvents;
*  Itis more likely than not that an outflow of resources will be required to settle the obligation: and
«  The amount has been reliably estimated

Where the Company and Group entity expect a provision to be reimbursed, for example under an insurance contract, the reimbursement
is recognised as a separate asset but only when the reimbursement is virtually certain.

P. REVENUE
Revenue comprises the invoiced value for the sale of goods and services, net of value-added-tax, rebates and discounts and after
eliminating sales within the group. Revenue is recognised as follows:

(i) Sales of goods
Sale of goods is recognised when the company has delivered products to the customer, the customer has accepted the products and
collectibility of the related reccivables is reasonably assured.

(ii) Sales of services
Sale of services is recognised in the accounting period in which the services are rendered, by reference to completion of the specific
transaction assessed on the basis of the actual service provided as a praportion of the total services to be provided,

(iii) Dividends
Dividend income is recognised when the right to receive payment is established. Where the right to receive a dividend is in doubt, or the
time between date of entitlement and receipt is in excess of 90 days, dividends are recorded on the date of receipt.

Q. DIVIDEND DISTRIBUTION
Dividend distribution to the Company's shareholders is recognised as a liability in the Group's financial statements in the period in which
the dividends are approved by the Company's shareholders.



\ TANZANIA TEA PACKERS LIMITED

R. GROUP - RECONCILIATION OF BALANCE SHEET AT 31 DEC. 2003

As previously Effect of As
stated adjustments restated
Tshs.'000 Tshs.'000 Tshs.'000
ASSETS
Non-current assets
Plant, property and equipment 7,471,502 (3,352) 7,468,150
Biological assets 7,016,677 (156.997) 6,859,680
Intangible assets - Trade marks - 750 750
14,488,179 (159.599) 14,328,580
Current assets
Inventories 2,375,411 - 2,375411
Growing crops - 58,364 58,364
Trade and other receivables 1,670,490 (737) 1,669,753
Current income tax assets 72,321 - 72,321
Bank and cash balances 461,819 - 461,819
4,580,041 57,627 4,637,668
Total assets 19,068,220 (101,972) 18,966,248
EQUITY
Capital and reserves attributable to
the Group's equity holders
Share capital 382,008 - 382,008
Share premium 2,667,946 = 2,667,946
Retained earnings (Note 1(1)) 757,473 (41,046) 716,427
3,807,427 (41,046) 3,766,381
Goodwill 3,435,142 - 3,435,142
Minority interests 625,641 - 625,641
Total equity 7,868,210 (41,046) 7,827,164
LIABILITIES
Non-current liabilities
Borrowings 8.836,281 - 8,836,281
Deferred income tax liabilities 37,345 - 37,345
Retirement benefit obligations - 75.347 75.347
8,873,626 75,347 8,948,973
Current liabilities
Trade and other payables 1,552,730 (136,273) 1,416,457
Borrowings 773,654 - 773,654
2,326,384 (136,273) 2,190,011
Total liabilities 11,200,010 (60,920) 11,139,084
Total equity and liabilities 15,633,078 (101,972) 18,966,248




TANZANIA TEA PACKERS LIMITED

S. COMPANY - RECONCILIATION OF BALANCE SHEET AT 31 DEC. 2003

As previously Effect of As restated
stated adjustments
Tshs.'000 Tshs.'000 Tshs.'000
ASSETS
Non-current assets
Plant, property and cquipment 830,644 (3.352) 827,292
Intangible assets - Trade marks = 750 750
Tnvestment in subsidiaries 3,156,915 - 3,156,915
Long term receivable 1,052,079 - 1,052,079
5,039,638 (2,602) 5.037,036
Current assets
Inventories 1,204,305 - 1.204.305
Trade and other receivables 900,963 (737) 900,226
Current income lux usscls 62,251 - 62,251
Bank and cash balances 120,630 - 120,630
2,288,149 (737) 2,287,412
‘Total assets 7,327,787 (3,339) 7,324,448
EQUITY
Capital and reserves attributable
to the Group's equity holders
Share capital 382,008 - 382,008
Share premium 2,667,946 - 2,667,946
Retained earnings (Note 1(u)) 06,938 90,319 157,257
Total equity 3,116,892 90,319 3,207,211
LIABILITIES
Non-current liabilities
Borrowings 2,709,990 - 2,709,990
Deferred income tax liabilities 37,345 - 37,345
Employees' gratuity - 27,680 27,680
2,747,335 27,680 2,775,015
Current liabilities
‘Irade and other payables 1,030,904 (121,338) 909,566
Borrowings 432,656 a - 432,656
1,463,560 (121,338) 1,342,222
Total liabilitics 4,210,895 (93,658) 4,117,237
Total equity and liabilitics 7,327,787 (3,339) 7,324,448
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TANZANIA TEA PACKERS LIMITED

T,

GROUP

Previously reported

Adjustments:

1. Amortisation of leasehold land improvements

2. Release of provision on Employees' gratuity scheme
3. Fair value charge on biological asscls

Sub-total

Restated balance

RECONCILIATION OF RETAINED EARNINGS AS AT 31 DECEMBER

2003 2002
Tshs.'000 Tshs.'000
757,473 1,110,912
(3,352) (2.969)
60,939 88,780
(98,633) (113.366)
(41,046) (27,549)
1,083 363

716,427

The adjustments above mainly arose due to the adoption of TFAS 26 - Accounting and Reporting of Retirement Benefit

Plans and TFAS 17 - Accounting for biological assets.

U. RECONCILIATION OF RETAINED EARNINGS AS AT 31 DECEMBER

COMI'ANY 2003 2002

Tshs.'000 Tshs,'000

Previously reported 66,938 831,971
Adjustments:

1. Amortisation of leaschold land improvements (3,352) (2,969)
2. Release of provision on Employees' gratuity scheme 93,671 103,093
Sub-total 90,319 100,124
Restated balance

157,257 932,095

The adjustments above mainly arose due to the adoption of TFAS 26 on Accounting and Reporting of Retirement Benefit

Plans,

OPERATING PROFIT

The following items have been included in arriving
at operating profit

Depreciation of Plant, Property and Equipment
Amortisation of negative goodwill

Profit on disposal of fixed assets

Fair value charge on biological assets

Staff costs (below)

Stock provision

Auditors' remuneration

Staff costs is made up of the following:
‘Wages and salaries

Termination benefits

Pension costs - defined contributions plan
Pension costs - defined benefits plan

The average number of employees in 2004 was 2,260 (2003:

Group Company
2004 2003 2004 2003
Tshs.'000  Tshs.'000  Tshs.'000  Tshs.'000
632,133 576,656 174,906 186,142
(189,320) (189,320) - -
(14,886) (7,948) 3,963 (5,573)
165,782 141,215 - -
2,465,818 2,638,087 958,884 1,105560
107,821 4,398 61,285 -
34,940 48,786 10,000 15,959
2,144,448 2,470,601 760,729 1,035,699
152,739 9,018 145,556 9,018
141,364 130,621 44,608 51,421
27,267 27,847 7,931 9,422
2,465,818 2,638,087 958,884 1,105,560

2,925), of whom 1,709 (2003: 2,305) were seasonal and/(or) casual.
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3. FINANCE COSTS-NET
Group Company
2004 2003 2004 2003

Tshs.'000 Tshs.'000  Tshs.'000 Tshs.'000

Interest income - - (48,095) (46,451)
Interest expense 381,501 441,295 132,640 172,837

Net foreign exchange transaction (gains)/losses (165,770) 734,041 (65,712) 167,320
215,731 1,175.336 18,833 293,706
4. TAXATION
Group Company
2004 2003 2004 2003
Tshs.'000  Tshs.'000  Tshs,'000  Tshs.'000
Current tax 50,050 38,665 - 38,665
Deferred tax credit (Note 17) (85,129) (62,304) (14,455) (62.304)
Tax credit (35,079) (23,639) (14,455) (23,639)

The tax on the Company's profit before tax differs from the theoretical amount that would arise using the basic tax rate as follows:

Group Company
2004 2003 2004 2003
Tshs.'000 Tshs.'000  Tshs.'000 Tshs.'000
Profit/(loss) before tax 1,293,792 227,717 821,824 (222,165)
Tax calculated at a rate of 30% 388,138 68,315 246,547 (66,650)
Income not subject to tax (56,931) (56,931)  (275,858) (12,864)
Expenses not deductible for tax expenses 3,666 10,930 5,657 249
Utilisation of previously unrecognized tax losses (369,952) (45,953) 9,199 55,626
Tax credit (35,079) (23,639) (14,455) (23,639)
5. EARNINGS PER SHARE
Group
2004 2003
Net profit attributable to shareholders 1,200,140,000 212,107,000
Weighted average number of share in issue 16,430,480 15,280,320
Basic and diluted earning per share 73.04 13.88

6. DIVIDEND PER SHARE

The Directors do not recommend the payment of dividends in respect of the year of income of 2004. The dividends
declared in respect of 2003 and 2002 were, Tshs. 611m and Tshs. 576m respectively.
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7.

PROPERTY, PLANT & EQUIPMENT

GROUP

Cost

At | January 2004
Additions

Transfers

Disposals

At 31 December 2004

Depreciation

At 1 January 2004
Charge for the year
Disposals

AL 31 December 2004

Net book value

At 31 December 2004
At 31 December 2003
COMPANY

Cost

At | January 2004
Additions

Disposals

At 31 December 2004
Depreciation

At 1 January 2004
Charge for the year
Disposals

At 31 December 2004
Net book value

At 31 December 2004

At 31 December 2003

T.easchold Motor Machinery,
land & vehicles & equipment,

Capital Total
work in Tshs.'000

buildings aireraflt furniture  progress
Tshs.'000  Tshs.'000 & fittings  Tshs,'000
Tshs,'000
4,324,041 551,965 3,579,603 856,054 9,311,663
6,000 58,648 702,574 767,222
73,929 - 872,320 (946,249) -
- (57,066) (80.890) - (137,956)
4,397,970 500,899 4,429,681 612,379 9,940,929
283,143 412,769 1,147,601 - 1,843,513
104,113 67,707 460,313 - 632,133
- (38,402) (75,232) - (113,634)
387,256 442074 1,532,082 2,362,012
4,010,714 58,825 2,896,999 612,379 7,578,917
4,040,898 139,196 2,432,002 856,054 7,468,150
335,725 433,349 856.829 - 1,625,903
- - 60,058 - 60,058
- (34,618) (40,619) - (75,237)
335,725 398.731 876,268 - 1,610,724
62,049 321,616 414,946 - 798,611
12,939 52,691 109,276 - 174,906
- (13,145) (30,602) - (43,747)
74.988 361.162 493,620 - 929,770
260,737 37,569 382,648 - 680,954
273,676 111733 441,883 - 827,292

The Group's fixed assets have been charged to secure loans as sct out in Note 15 to the financial statements.
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8.

BIOLOGICAL ASSETS

Group

Cost

AL 1 January 2004

- As previously reported
- Prior year adjustment
(Note | (1))

As restated

Additions

Transfers

At 31 December 2004
Fair Value adjustment
At 1 Janvary 2004
Charge

At 31 December 2004
Carrying value

At 31 December 2004

At 31 December 2003

Tea Bushes Forestry

Mature Immature Pine Eucalyptus  Nurseries Total
Tshs.,'000  Tshs.'000  Tshs.'000  Tshs.'000  Tshs.'000  Tshs.'000
7,115,042 65,856 12,416 64,585 58,364 7,316,263
(96.,546) (962) (182) (943) - (98,633)
7,018.496 64,894 12,234 63,642 58,364 7,217,630
- 63,332 444 2,331 - 66,107
- - - - (58,364) (58,304)
7,018,496 128,226 12,678 65,973 - 7,225,373
209,586 - - - - 299,586
97.469 64,349 636 3,328 - 165,782
397,055 64,349 636 3,328 - 465,368
6,621,441 63,877 12,042 62,645 6,760,005
6,658,459 12,416 64,585 58364 6,859,680

65,856

NB: Transfers in nurseries during the year relates to a reclassification Lo current asscls as growing crops.
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9. INVESTMENT IN SUBSIDIARIES

2004 2003
Tshs.'000 Tshs.'000
Equity investment
Wakulima Tea Company Limited (a) 1,826,007 1,826,007
Kihena Tea Limited (b) 1,330,908 1,330,908
3,156,915 3,156,915
The cquily investment relates to:
Nature of business Number and
description of %o of issued
share held share held
2004 2003 2004 2003
(a) Growing, processing and sale of 1,647,528 1,647,528 75.4% 79.8%
made tea from green leaf supplied ordinary ordinary
by smallholder tea farmers and stock stock
its own tea estates.
(b) Growing, processing and sale 2,234,927 2,234,927 100% 100%
of made tea from its tea estate
and green leaf supplied by .
smallholder tea farmers
10. LONG TERM RECEIVABLE
Group Company
2004 2003 2004 2003

Tshs."000 Tshs.'000  Tshs.'000 Tshs.'000

Wakulima Tea Company Limited - - 1,051,418 1,170,290
Less: Current portion - - (191,209) (118,211)
Net amount - - 860,442 1,052,079

The loan to Wakulima which is a subsidiary of TATEPA, is denominated in US dollars and carries an interest rate
calculated at six months US dollar LIBOR plus 300 basis point receivable half yearly starting 5 October 2002.

11, INVENTORIES

Group Company
2004 2003 2004 2003
Tshs.'000 Tshs.'000  Tshs.'000 Tshs.'000
Finished products 992,984 789,539 333,066 258.405
Unprocessed products 186,067 210,434 99,339 226,155
Stores and consumables 1,044,029 1,081,908 552,447 426,215
Goods in transit 397,220 293,530 34,932 293,530

2,620,300 2375411 1,019,784 1,204,305
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=

12.

13.

14.

ACCOUNTS RECEIVABLE

Trade receivables
Less: Provision for bad and doubtful debts

Trade receivables-net

Advances to tea growers

VAT recoverable

Other receivables

Deposits and prepaid expenses

Due from directors

Due from related parties (Note 24 (1v))

CASH AND CASH EQUIVALENTS

Cash at bank and in hand
Short term bank deposits

The cash and cash equivalents comprise the followings:

Cash and bank balances
Bank overdralis (Nofe 15)

TRADE AND OTHER PAYABLES

Trade creditors

Interest creditors

Other creditors & accrued expenses
Due to directors

Due to related parties (Note 24 (iv))
Deferred income

Unclaimed dividends

Group Company
2004 2003 2004 2003
Tshs.'000  Tshs.'000  Tshs.'000  Tshs.'000
905,402 903,264 632,222 531,362
(125497)  (133,829)  (125497)  (133.829)
779,905 7691435 506,725 397,533
266,606 228,786 - -
167,809 310,016 = 22 928
88,422 148,262 33,182 103,611
388,423 166,014 167,504 75,657
229 21,497 229 20,509
1,050 25,743 988,648 279,988
1,692,444 1,669,753 1,696,288 900,226
585,910 461,819 65,633 120,630
585,910 461,819 65,633 120,630
585,910 461,819 65,633 120,630
(166,988)  (407,200) (13,267)  (163,726)
418,922 54,619 52,366 (43,096)
614,861 617,429 175,660 437,851
65,680 37,310 17,137 19,957
820,647 698,135 199,110 308,194
1,362 7,702 1,362 7,702
21,387 22,157 402,880 123,545
16,430 21,407 - -
18,328 12,317 18,328 12,317
1,558,695 1,416,457 814,477 909,566
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15. BORROWING
Group Company
2004 2003 2004 2003
Tshs.'000 Tshs'000  Tshs.'000 Tshs.'000

Bank and other borrowings (a) 8,814,863 9,609,935 2,690,197 3,142,640
Less: Current portion (b) (1,943,495)  (773.654)  (499,981)  (432,656)
Due atter more than 12 months 0,871,308 8,830,281 2,190,216 ) 2,709,990

(a) This 1s made up as follows:

Borrowings (c) 8,047,876 9,202,735 2,676,930 2,978,920
Bunk overdraflt (Nole 16) 166,988 407,200 13,267 163,726

8,814,864 9,600,935 2,690,197 3,142,646

(b) Due within one year

Bank overdraft (Note 16) 166,988 407,200 13,267 163,726
Current portion of bank borrowings 1,776,507 366,454 486,714 268,930

1,943,495 773,654 499,981 432,050

(c) This is made up as follows:

PROPARCO (i) 2,676,930 2,978,920 2,676,930 2978920
Barclays Bank (Tanzania) Limited (ii) 5,579,836 5.691.,865 - -
Standard Chartered Bank Tanzania Limited (iii) 391,110 531.950 - -

8,647,876 9,202,735 2,676,930 2,978,920

(i) PROPARCO loan (US$ 2,800,000)

This is a loan to TATEPA. In 2003, TATEPA secured a US dollars 2.800.000 long-term loan facility from Societe De
Promotion et de Participation Pour La Co-operation Economique S.A (PROPARCO) to repay the existing loans and
finance the sccond cquity call in Wakulima. US dollars 1,100,000 was on lent to Wakulima from TATEPA as per
agreement, of which the full amount had been drawn down by 31 December 2003. The loan, which is denominated in US
dollars, carries an interest rate calculated at six months US dollar LIBOR plus 300-basis points payable half yearly starting
from 5 October 2002.

The loan is secured by a single debenture instrument creating a first specific fixed and floating charge over TATEPA's
assets and mortgage deed on the Right of Occupancy of the subsidiary's factory in Mafinga. This loan is repayable half
yearly over a period of six years from 5 October 2004.

(ii) Barclays Bank (T) Limited loan (US$ 5,350,000)
This is a medium-term loan facility from Barclays Bank (T) Limited to Kibena Tea Limited (“KTL”), a subsidiary of
TATEPA with the following terms and conditions:
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16.

KTI. may elect to convert the loan into Tanzania Shillings by giving notice to the bank before commencement of any
interest period, and may subsequently convert back in the same way;

the louan is repayable over by 60 equal, consecutive, monthly instalments commencing 25 January 2003;

each month's instalment shall be made in the currency in which the amount Lo be repaid is then denominated;

whilst denominated in US dollars, interest will accrue at the rate determined by the bank to be 2% per annum above
the cost to the bank of US dollar deposits; and

whilst denominated in Tanzania shillings. interest will accrue monthly in arrears on the outstanding daily balance at
5.75% below the bank's base rate,

The loan 1s secured by a first:

legal mortgage over the right of occupancy over KTL's farm 827 Njombe District and registered under Certificate of
Title No 8371-MBYL:

legal mortgage of all the KTL's estates or interest in land (both present and future) together with all buildings, plant,
machinery and fixtures and fittings thereon; and

ranking pledge over all K'TL's movable assets including fixtures and fittings, all plant and machinery, all stocks,
shares, dentures, bonds, notes or other securities, uncalled capital and goodwill as per the Debenture between the K'TL
and the Bank

The loan is guaranteed by the holding company, Tanzania Tea Packers Limited (TATEPA)

(iii) Standard Chartered Bank Tanzania Limited loan (US$ 500,000)

In 2003, Wakulima Tea Company Limited (“Wakulima™), another subsidiary of TATEPA obtained a medium-term loan ol
US$ 500.000 from Standard Chartered Bank Tanzania Limited to finance the acquisition of Rungwe and Kyimbila tea
estates.

The loan carries interest rate calculated at 4% above LIBOR. The loan principal is repayable in 36 equal monthly
instalments from June 2004,

The Standard Chartered loan to Wakulima is secured by a corporate guarantee issued by TATEPA for USS$ 375,000, a
debenture over Wakulima's floating asscls shared pari passu with PROPARCO for US$ 375,000, and a mortgage and
debenture deed on the Kyimbila and Rungwe estates for US$ 1,250,000.

BANK OVERDRAFT

Bank Beneficiary Overdraft facility Amount
made available drawn
2004 2003 2004 2003
Tshs.’000 Tshs.”000
Stanbic Bank Tanzania Limited (a) TATEPA I'shs. 350m  Tshs. 350m - 10,000
Standard Chartered Bank (T) Limited  (b) TATEPA Tshs. 350m  Tshs. 350m 13,267 153,726
Sub-total (Company) 13,267 163,726
Standard Chartered Bank (T) Limited (c) WAKULIMA  $ 400,000 $ 400,000 153,721 117,698
Barclays Bank Tanzania Limited (d) KIBENA $ 600,000 $ 600,000 - 125,776
Total (Group) 166,988 407,200

(a) This facility is unsecured and carried a weighted average interest rate of 16% per annum (2003:13%). At the moment

the Company is not using the facility.

(b) This facility is secured by a debenture over Company's floating asscts shared on pari pasu with PROPARCO loan Note
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15 b (i) for US$ 375,000. The weighted average interest rate for the year was 14% (2003:11%). The facility is due
for renewal in October 2005.

(¢) This facility is secured alongside the Standard Chartered medium term-loan described in Note 15 b (iii), and carries
interest at the rate of 7% (2003: 6.75%) per annum calculated on the daily overdrawn balances and payable monthly
in arrears. The facility is due for renewal in October 2005.

(d) This facility is secured alongside the Barclays long-term loan described in Note 15 b (ii), and carries interest at 0.75%
(2003: 0.75%) per annum below the BBT's prime rate for US dollars lending. Currently, the bank's prime rate 1s 7%.
‘The facility 1s due [or renewal in Seplember 2005,

17. DEFERRED INCOME TAX (ASSET)/LIABILITIES
Deferred income taxes are calculated in full on temporary differences under the liability method using a principal tax rate
of 30% (2003:30%). The movement on the deferred income tax account is as follows:

Group Company

2004 2003 2004 2003

Tshs.'000 Tshs.'000  Tshs.,'000  Tshs.'000

Al the beginning of the year 37,345 99,649 37,345 99,649

Income statement (eredit)/charge (Note 4) (85,129) (62,304) (14,455)  (62,304)

At the end of the year (47,784) 37,345 22,890 37,345
Details of the deferred tax (asset)/liability is as [ollows: -

Accelerated tax allowances 616,902 81,845 56,322 81,845

Estimated tax losses (221,966) - (2,123) -

Provisions (442,720) (44,500) (31,309) (44.,500)

At the end of the year (47,784) 37,345 22,890 37,345

18. EMPLOYEES' GRATUITY

Retirement gratuity benefits 102,623 75,347 35,611 27,680

The Group has an unfunded non-contributory employee gratuity arrangement (the “Arrangement”), which provides for
lump sum payments to its employees on their retirement at the age of 55, based on length of service and salary at retirement
and qualifies as a defined benefits plan. A firm of professional actuaries, Alexander Forbes Financial Services of Nairobi,
Kenya, carried out the first actuarial valuation of the Arrangement as at 31 December 2004, using the Projected Unit
Method.

The present value of the accrued (past service) liability in respect of retirement gratuity benefits is Tshs. 102.623 million.
The Company and Group have recognised the liability at 31 Dec 2004. The principal assumptions used in the actuarial

valuation are:

(i) Discount rate of 9%; and
(ii) Rate of salary cscalation of 7% per annum.

The 'notional' Company and the Group contribution rate to mect the cost of future accrual of gratuity benefits is estimated
at 4.7% of basic salaries per annum. The next valuation is due on 31 December 2007.
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19.

20.

21.

22,

COMMITMENTS
Capital commitments
Capital expenditure contracted for at the balance sheet date but not recognised in the financial statements is as follows:
Group Company
2004 2003 2004 2003
Tshs.'000  Tshs.'000  Tshs.'000 Tshs.'000
Property, plant and equipment - 100,000 - 100,000
Operating lease commitments - where a group company is the lessee
The future aggregate minimum lease payments under non-cancellable operating lease are as follows:
Group Company
2004 2003 2004 2003
Tshs,'000  Tshs'000  Tshs,'000  Tshs.'000
Not later than | year 5,262 5,252 19 19
Later than | year and not less than 5 years 26,237 26,237 79 79
Later than 5 years 100,084 100,554 450 470
CONTINGENT LIABILITIES

The Company has received a demand notice from Tanzania Tea Board for an additional Tshs. 112 million as

{ca cess but this liability is under dispute and in the opinion of dircetors is not likely o materialise.
SHARE CAPITAL
Group Company
2004 2003 2004 2003
Tshs,'000  Tshs'000  Tshs,'000  T'shs.'000
Authorised:
20,000,000 ordinary shares of Tshs. 25 each 500,000 500,000 500,000 500,000
Issuced and [ully paid:
16,430,480 ordinary shares of Tshs. 25 cach
(2003: 15,280,320 ordinary shares) 410,762 382,008 410,762 382,008
MINORITY INTERESTS
Group
2004 2003
Tshs.'000 Tshs.'000
At beginning of the year 625,641 579,496
Acquisitions (Issue of shares) 169,000 6,986
Share of net profit of subsidiaries 128,731 39,249
Dividend paid (31,252) -
At end of the year 892,120 625,641
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23. CASH GENERATED FROM OPERATIONS

Group Company
2004 2003 2004 2003
Tshs.'000  Tshs'000  Tshs.'000 Tshs.'000
Profit/(loss) before tax and minority interests 1,293,792 227,717 821,824 (222,165)
Adjustments for:
Depreciation 32,133 576,656 174,906 186,142
Fair value charge 165,782 141,215 - -
Employees' gratity scheme 27,267 27,847 7,931 9,422
Amortisation of negative goodwill (189,320)  (189,320) - -
Unrealised exchange loss on term loans (172,274) 691,717 (32,205) 167,320
Tnterest expense 381,501 441,295 132,640 172,837
(Gain)/loss on disposal of fixed assels (14,886) (7,948) 3963 (5.573)
Changes in working capital:
Inventories (322,468)  (327,353) 184,522 (271,195)
Receivables (22,705) 128,345 (1,774,726) (874.236)
Payahlcs 113,890 7,168 (959,395) 1,520,426

Cash generated from operations 1,892,712 1.717.339 478,250 682,978

24, RELATED PARTY TRANSACTIONS & BALANCES
The Company is controlled by Freshfields Investments Limited, which owns 53.37% (2003: 53.01%) of the Company's
shares. The remaining 46.99% of shares are widely held. The Company owns two subsidiary companies, Wakulima Tea
Company Limited (75.42% shaces as at the end of the year) und Kibena Tea Limited (100% of shares). The ultimate parent
of the Group 18 CDC Group Ple, which owns Tanganyika Wattle Compuny Limited and has minority shareholdings in
Tanzania Venture Capital Fund. In additional the Company's Managing Director owns Tanzania Finance Company Limited
and has shares in Nomad Safaris Limited. The Managing Director is also a trustee of Selous Rhino Trust Limited.

The following transactions were carried out with related parties:

(i) Sale of services

Group Company
2004 2003 2004 2003
Tshs.'000  Tshs.'000  Tshs.'000 Tshs.'000
Wakulima Tea Company Limited - Management - - 136,227 191,985
Kibena Tea Limited - Management - - 156,372 268,501

Sales to related parties were carried out on commercial terms and conditions and at market prices.

(ii) Purchase of goods and services
Group Company
2004 2003 2004 2003
Tshs.'000 Tshs.'000  Tshs.'000 Tshs.'000
Purchase of goods

Wakulima Tea Company Limited-Made Tea - - 678,149 576,177
Kibena Tea Limited - Made Tea - - 299,785 295,902
TANWAT - Power and fire wood 257,226 427,995 - -
Purchase of services

TANWAT - Management and medical 38,322 29,927 - -

Purchase from related parties were carried out on commercial terms and conditions and at market prices. Purchases of
power from TANWAT are based on a long-term agreement, which enables KTL to purchase the power slightly under the
normal sales price.
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(iii) Interest on a term loan Group Company
2004 2003 2004 2003
Tshs.'000 Tshs.'000  Tshs.'000 Tshs.'000

Tnterest charged to Wakulima Tea Company Limited - - 48,095 46,451

(iv) Year-end balances arising from sales/purchases of goods/services

Group Company
2004 2003 2004 2003
Tshs.'000 Tshs."000 Tshs.'000 Tshs.'000
Receivable from related parties

Wakulima Tea Company Limited - - 627,722 188,736
Kibena Tea Limited - - 359,876 05,509
Tanganyika Finance Company Limited - 1,412 - 1,412
Selous Rhino ‘Trust Limited 1,050 2352 1,050 2,352
Nomad Safaris Limiicd = 21,979 - 21,979
1,050 25,743 988,648 279,988
Payable to related parties
Wakulima Tea Company Limited - - 98,794 34,935
Kibena Tea Limited - - 301,513 88,596
Tanganyika Wattle Company Limited 18,814 22,143 - -
Tanganyika Finance Company Limited 141 - 141 -
Nomad Safaris Limited 2,432 - 2,432 -
Tanzania Venture Capital Fund - 1 - 1
CDC Group Ple i 13

21,387 22157 402,880 123,545

(v) Directors' remuneration

The remuneration to Directors were as follows:
Directors' remuneration:

Executive 326,128 261,598 173,096 261,598
Non-executive 43,523 41,988 20,182 41,988
Sitting allowance 15,808 11,974 11,880 10,754

(vi) The option granted to a Director
Included in plant, property and equipment is an aircraft, which the Managing Director of the company has the option of

buying at its written down value five years after acquisition. The aircraft was acquired in 1998 at a cost of Tshs. 49.7
million and as at 31 December 2004, has a nil book value.
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25.

26.

FAIR VALUE AND FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: market risk (Including currency risk, fair value interest risk
and price risk), credit risk, liquidity risk and cash {low interest-rate risk. The Group's overall risk management programme
focuses on the unpredictubility of financial markets and seeks to minimize potential adverse effects on the Group's
[inuncial performance.

Risks management 1s carried out by the Company on behalf of the group under the guidelines approved by the Bourd of
Directors. The Board in conjunction with the management provides writlen principles for overall risk management, as well
as writlen policies covering specific arcas, such as foreign exchange tisk, interest-rate risk, credit risk and investing excess
liquidity.

Credit risk

The Group has no significant concentrations of credit risk. It has policies in place to ensure that the sales of products are
made to customers with an appropriate credit history. Sales to retail customers are made in cash or via strictly credit terms.
Cash transactions are limited to high-credit-quality financial institutions within the country.

Foreign currency risk

As and when need arise, the Group enters into transactions denominated in foreign currencies (primarily United States
Dollars (*US$™). In addition, the Group has assets and liabilities denominated 1n United States Dollars (“"US$”). As a
result, the Group is subject to transaction and translation exposure from fluctuations in foreign currency exchange rates.

Interest rates and liquidity risk

Fluctuation in interest rates impact on the value of short-term cash investments and financing activities, giving rise to
interest rate risk. In the ordinary course of business, the Company receives cash from its operations and is required to fund
working capital and capital expenditure requirements. This cash is managed to ensure surplus funds are invested in a
manner to achieve maximum returns while minimising risks. Funding deficits for the Group companies’ operations have
mainly been financed through cash advance from sister companies within the Group, bank borrowings and overdralt from
financial institutions.

Fair value of financial instruments
The carrying amounts of all the Company's financial asscts and financial liabilities as at 31 December 2004 approximate
to their fair value. The fair value of a financial instrument is defined as the amount al which the instrument could be

exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.

ULTIMATE HOLDING COMPANY
The ultimate parent of the Group is CDC Group Plc, a public limited company incorporated in England & Wales.

Auditors’ Report - page 8
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