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rEA RESEARCH FOTII{DATION OF KEIYYA
(A COMPAT\TY LIMITED BY GUARANTEE)

|PORT OF THE DIRECTOR,S
,'Board of Directors is responsible for the preparation and presentation of the financial statements for
Foundation, and have presented their report together with the Accounts for the twelve months ended

' Iune 2006.

INCIPAL ACTTYITIES
: Foundation's mandate is "to promote research and investigate problems related to tea and such other
ps and systems of husbandry as are associated with tea throughout Kenya including the productivity
ld), quality and suitability of land in relation to tea planting; and matters ancillary thereto".

NERAL
Tea Research Foundation of Kenya (TRFK) was established in 1980 to replace the former Tea

earch Institute of East Africa (TRIEA). Research focuses therefore on development of improved
eties, appropriate technologies for improvement of yield (quantity of green tea leaf and made tea per
are) and quality. This is done through development of appropriate practices for tea production
rding breeding, variety selection, corect plant nutrition, optimal crop husbandry methods, crop
;iological studies, control of major pests and diseases, manufacture, marketing and utilization of
rhed product.

rK is incorporated as a Company limited by guarantee under the Companies Act (Cap a86) of the
i of Kenya. The Foundation is a state corporation (parastatal) as per the State Corporations Act (Cap
section 2b(v)). The Foundation's activities are funded mainly (615%) by the Tea Board of Kenya
ugh cess levied on the basis of tea growing ilea and amount of made tea produced anriually. The
irence (38.5%) of the expenditure is internally generated by the Foundation from its own tea estate,

of planting material, advisory analytical services, sale of publications and other services.

Research Director is the Chief Executive as provided by the Foundation's Memorandum and

:les of Association (1980) and the State Corporations Act (Cap M6). T'he Foundation has five
rrtments namely Botany, Chemistry, Crop Environment, Plant Protection, md Field Advisory
'ices. It operates from its headguarters at Timbilil Estate in Kericho district and has a sub-station at
gaita in Kirinyaga district.

IKVISION
vision statement of the Foundation is "improved and sustainable livelihoods and incomes for

ners in the tea industry through innovative research"

iSION STATEMENT
mission of the Foundation is to "generate and disseminate, technologies and knowledge through
rvative research, for improved production, processing, value adding and marketing of Kenyan
vhile conservhg the environment"

I



SI]MMARY OF FINAIICE RESULTS

Deficit for the period: Ksh.15,709,421.00

The Directors have transferred the deficit for the year to the Accumulated Fund in accordance with
powers conferred on them by the Memorandum ofAssociation

DIRECTORATE
In accordance with article 30, the Board ofDirectors consist of,-
(a) Chairman, Tea Board of Kenya

Mr. Nicholas Ng'ang'a

Chief Erecutive/Managing Director, Tea Board of Kenya
Mr. Stephen. Nkanata Up to November 2005
Mrs. Phrasiatr Mwangi December 2005-June 2006

Chairman, Kenya Tea Development Agency (KTDA)
Mr. Stephen M. M'Imanyara

Managing Director, Kenya Tea Development Agency (IffDA)
IvIr. Lerionka Tiampati

The Permanent Secretary, Ministry of Agriculture
Mr. James Ongwae up to November 2005 altemate Mrs. Emily Gatuguta
Dr. Romano M. Kiome from December 2005

The Director of Land and Crop Development Ministry of Agriculture
Mr. John K. A. Cheluget alternate Mrs. Emily Gatuguta

Director, Kenya Agricultural Research Institute
Dr. Romano M. Kiome up to November 2005
Dr. E. Mukhisira from December 2005

altemate Mrs. Mary N. Wabule

(b)

The

The Director of Research, Tea Research tr'oundation of Kenya
Dr. Wilson K. Ronno

Secretary to the Board
Dr. Wilson K. Ronno

Three persons nominated by the Minister for Agriculture
Mr. Samuel Langat (Chairman of the Board)
Mr. Sammy Chepkwony
IUr. Jacton Inzai Kasavuli

listed
end of tenn

BY

DR. .K
R

Nominated by the Keuya Tea Growers'Associatiou (KTGA) 
_

Mr. SolomonC. Koech altemate Mr. Titus K. Korir

(a) are liable to retire by rotation but those listed under O) shall retire at

year of their appoinbments, but shall be eligible for re-nomination.
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STATEMENT OF DIRECTORS' RESPONSIBILITIES AND REPORT FOR THE
YEAR ENDED 3OTH JUNE 2006

The State Corporations Act and the Kenya Companies Act requires the Directors to prepuue financial
statements each financial year, which give a true and fair view of the affairs of the Foundation and its
surplus or deficit for the year. They also require the Directors to ensure the Foundation maintains
proPer accounting records, which discloses, with reasonable accuracy the financial position of the
Foundation.

The Directors accept the responsibility for the annual financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgments and estimates,
consistent with previous years, and in conformity with International Financial Reporting Standards.
The Directors are of the opinion that the financial statements give a true and fair view of the state of
affairs of the Foundation as at 30e June 2006 and of its deficit for the year ended. The Directors
further confirms the accuracy and completeness of the accounting records maintained by the
Foundation, which have been relied upon in the preparation of the financial statements, as well as on
the adequacy of systems of internal financial controls.

Nothing has come to the attention of the Directors to indicate that the Foundation will not remain a
going concern for at least Twelve Months from the date of this statement.

This statement is approved by the Board and is signed on its behalf by:

MR S. K. CHEPI(WONY

CHAIRMAN - TRFK

D w. o
DIRECTOR . TRFK
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REPUBLIC OF KENYA

Telephone: +154-20-3423-10

Fax: +254-2()--l I 1482

E-rnail : clg @)kenyau,eb.conr

P.O. Box 30084-00100

NAIROBI

KENYA NATIONAL AUDIT OFFICE
REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF TEA RESEARCH FOUNDATION OF
KENYA FOR THE YEAR ENDED 30 JUNE 2006

I have audited the financial statements of Tea Research Foundation of Kenya
for the year ended 30 June 2006 in accordance with the provisions of section
14 of the Public Audit Act, 2003. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary
for the purpose of the audit. The financial statements are in agreement with
the books of account.

Respective Responsibilities of the Directors and the Gontroller and
Auditor General

The directors are responsible for the preparation of financial statements which
give a true and fair view of the state of affairs of the Foundation and of its
operating results. My responsibility is to express an independent opinion on
the financial statements based on my audit.

Basis of Opinion

The audit was conducted in accordance with the lnternational Standards on

Auditing. Those standards require that the audit be planned and performed
with a view to obtaining reasonable assurance that the financial statements
are free from material misstatement. An audit includes an examination, on a
test basis, of evidence supporting the amounts and disclosures in the financial
statements. lt also includes an assessment of the accounting policies used

and significant estimates made by the directors, as well as an evaluation of
the overall presentation of the financial statements. I believe the audit
provides a reasonable basis for my opinion.

1. Financial Performance

As disclosed in note 8 to the financial statements the Foundation incurred a
deficit of Kshs.15,709,421 during the year compared with previous year's

deficit of Kshs.6,589,639 which mainly brought the accumulated Fund to a
deficit balance of Kshs.1 ,144,776. ln addition, the Foundation recorded
negative working capital amounting to Kshs.10,399,877 down from a positive

bal-ance of Xins.t 5,534,902 the previous year. The poor financial
performance during the year was mainly attributed to reduced tea farm

income and increaled administrative and research expenses. Unless the

trend is reversed, the Foundation will be unable to fulfil its mandate and to
meet its financial obligations as and when they fall due.
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2. Propefi Plant & Equipment

As pointed out previously, Property, Plant and Equipment balance exclude 20
acres of unvalued land at Kangaita Research Station for which the Foundation
has not obtained title documents. The land is in a gazetted forest and cannot
be owned or title issued in the name of the Foundation. ln the absence of
ownership documents for Kangaita Research Station, with investments in tea
and buildings thereon valued at over Kshs.13,379,600, it is not possible to
confirm the carrying value of the properties as reflected in the financial
statements as at 30 June 2006.

Opinion

Except for the foregoing reservations, in my opinion, proper books of account
have been kept and the financial statements give a true and fair view of the
state of the affairs of the Foundation as at 30 June, 2006 and of its deficit and
cash flows for the year then ended in accordane,e with the lnternational
Financial Reporting Standards and comply with the Companies Act (Cap 486
of the laws of Kenya).

\

f,dlJ-ov"s,
P. N. KOMORA
CONTROLLER & AUDITOR GENERAL

Nairobi

09 January 2007
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TIIE TEA RESEARCH FOUNDATION OF KENYA
( A CO\{P.4NY LIMITED BY GAAR.TNTEE)

BALANCE SIIEET AS AT 3OTE JTnIE 2006

7005t2006
Notcs

NON-CI.'RRENT ASSETS
Property, Plant and Equipment
Investmcnt Pension Fund

CURRE^'ITT ASSETS
Inventories
Rcccivablcs & Prepaymcnts
Bank & Castr balancc

CI.'RRENT LIABTLITTES
Payablcs & Accruals

NET CURRENT ASSETS

TOTAL NET ASSETS

EQAITY:
Accumulatcd Fund
Revaluation Rescrve
Pension Fund

CHAIR]VIAN TRFK

486.828,5r4
864,569

2004t2005

26s,099,245

E&1,569

,
3

4

5

6

487,693,1&3 265,963,814

I,293,019
5,073,330

1,96 I,534

l,455,073
7,804,E19

16,T24,t97

11327,9E3 25,984,089

7 21,727,850
21,727,860

( r 0,399,877)

10,449,187

10,449,1E7

15,514,902

477 281,498,776

8

I
l0

(L,l+1,776)
47'7,573,513

364,569

t?279,525
258,354,623

8U,569
471393J06 281,498,717

\

DR. tf.
DIRE

t



TEE TEA RESEARCE EOINDAflON OF KETYYA
(A COAP/,NTUNITED ,f GAAtutNfZE)

INCOME STATEIlETT FOR TEX YEAN EI'IDED IMEJUT'E 2OOG

200sr2ut6
NorrrINCOTVIE

Conuibution &orrlTBK

Tce Frna Iacoma

Othcr Opcratiug loconrc

ll

t,

TOTAL

u,7Etg?s

I lJ0t,7tE

17t9,421

zl,,o.tz0,,6

67,Ct3p49

50,830J76

t)72365

1I7,0t0,134 u1J36iro
ETEENDTTURE

Adriaisuadw c.pcnses 13

Rcscsch rnd De.reloprncns crPcasa 14

Tca Fann expcqscr f5

Oth<Opcfltilg t*Fscs f 6

TOIAI.

Deprcsiatioa of Fixcd Asscrs 17

Gragd ToEl
SITRPLUS (DEnCrD lr

TRANSEERRED TO ACCI'UIUI.ATED FT'II{D

t1,668,605

,1,197,775

r:,or r,rss

t3.443,69t

131t21J36

45EJ r 9

r32,7E9j55
(15,709,421)

(15,709,42r)
#

4,T8,451

20)5t24s

4t,450:09

r0,009,t t3

l15"3ll,ttizs

r r:E5,20{
ln,Ez6,n9

(Gstlr,619)

(6iE9,6r9)
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THE TEA RESEARCE FOUNDATION OF KENYA
(.4 COMPANY LIMITED BY GUAtuilYTEE)

STATEMENT OF CEtu\cES rN EQUTTY rOR TfrE YEAR ENDED 30TrI JI,NE 2006

Sharc

Capita.l

Rcvalution Revenue
Rcscrvcs Rescwes

Total

Ksh Ksh
270,657,757

(2.303,134)

Ksh
l 6,795,690

(229,6ss)

2,303,134

(6,94t,977)

Ksh

287,453,447

(2e,655)

(6,941,973)

Balancc rs !r lsr July 2004

Prior year adjustmens

Rcvaluarion on Disposcd rsscb

Trensfcrs to Rcsaves

Belancc ar et 30th Junc 2005

Balonce as at lst July 2005

Prior year adjustmcar ts

Rcveluation of assas

Rcnaluation on Disposcd asscts

Transfers to Rcscrrres

Brlirncc es et 30th Junc 2006

26E354,623 17.927,19t 280J81,E14

268354,623

208,0 t 0,976

(2J00,000)

11927,191

337,454

280,2E1J14

337,454

208,0t0,976

2,300,000

n5,709,42t) (15,424,066)

474,065599 (7,t44,TtA 473J06,118

The Foundation being a qrrrpany Limited by gurantcc by thc Govcrnmcnt of Kenya (GoK) does
uot heve cquity sbares.
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TEE TEA RESEARCE FOT'IYD.{TION OF KENYA
(A CDITIPANYLTMITED BY aAA&ANTEE)

CASEFLOW ST.{,TEMENT FOR TIIE YEAR ENI'ED 3OTE JT'ITIE 2M6

CASE FLOW TROM OPERATING ACIIITIES: 200512006 2oo4noo5
I(sES

suRpLUs (DEFICT) (15,709,421) (65S9,639)

Depreciation
Gain on saleof fixcd assas (4n,m)
Prior year adjustncnt
tnvcstmcnt income (157,788)
interest qpcolc - (585,565) 9,634,161

Operating suralus before worHlg capital .t 
"og(Incrcasc)dccrcase in stocks 162,054

(Incrcasc)decrcasciareccivablcs 2529,035
Incrcasddecrcrsc) in payables

Casb gcncrated from operatioor.

CASHFLOW TROM INVESTING ACTTYITIES
Intcrest receivcd
Int€rest on bank ovcrdraft
Purchase offxed asscts

Proceds from sslc of F/asse6
Net cash used in investlug activlties

CASETLOW FROM F'INANCING ACTryTTIES

Na increasqDecrcasc) in cash aad cash equivalents

Cash and cash equivaleots at fie begining ofthe period
Cash and cash equivalans at thc eod of thc pcriod

8J70.949 n,062,037 ( 1,675,880)
(5r32i948) 1368,U2

t67,788

(8,400J34)
417,777 (7,9t4"969)

0,814,969) (1,553,9.t0)

(73,0479tT) (185,19t)

16,724,197 15,909J95
3,96t,634 16,724,t97

02.762563t (lEs.tg8)
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TIIE TEA RESEARCE FOT'NDATION OF KEIiIYA
(A COMPANYLIMITED 8Y GUARANTEE)

NOTES TO TIIE ACCOUNTS
l. Accoundng Policicr

Thc principal accounting policies adoptcd iu thc preparation of thesc financial
statcmcnts are sct out below,
r) BrrL of preperadon
The fiuancial statemants are prepared undcr thc historicel cost convefltion as modificd to includc
rcvaluation ofasscB
b) Rcveauc Rccognidoo
Incornc is recogniscd on thc accnral basis of accorudng
c) Retiremcut bctcfits
The Foundation maiotains a non+oatntutory peruion schcrne at27,SYo by the anploycr flor thc
non-unionisable sta.ff and a cotributory schernc at l07o for the unionisable staff.
The Foundetion contributcs to a dclrnc barcfit schcmc for thc non-unionisable staffand a profidcnt
fund for thc uniouisable sEIf.
d) Iuvcntorlcr vrluation
Invcntorics are valued at actull coct or uct rrdircablo vrluc whichcver ts lowcr.
c) Cub flow ltatcmcnt
Thc cash flow statemcnt is prcparcd to Rport cash flow during thc paiod in accordance with thc
rcquiriemcnE of IAS 7.

$ hvertmcnts
Thc Foundation takes cogrr.izance of thc fact that ctnrartly it docr not lcgally own the lurd thar the

invcstncnts in Kangaita are in, It rhcreforc did not rec-ognisc the vdue of the land as pert of
itr Escts.
g) Comprredvcs
Corparative figrrrcs have been providcd to conform to the chanSE! in prescotation as rcquircd by
thc Intcrrational Accormting Stendards.

2. PROPERTY, PLANT & EQT'IPMENT.
Propcrty, plant & equipmcot are statrd at thc cost/valuation less

accumuleted deprtciation.
Dcpreciation is calculrtcd on straight-line basir to write-offthe cost in
cqual instalmanB over hc urticipatcd uscful lifc of the :!sscts. Dcpreciation was not

provided for in the year rince asscts wcre rct/.lued at thc end of the year.

The dcpreciation nrtd currcntty in ruc are as follows;

Frechold Laad Machincry and Motor Total
and Bulidings Equipnrart Vdticlcs
Kshs. IGhs. Klhr. Kshr.

COST/VALUATION
lstJuly2fi)5 299,554,708 80)67987 21.852,W 402,610,150

Additions - E,805,524 1,873273 10,678,797
Disposel (4IOO,OOOI (2J00,000)
Rcvduation 195,482,615 9,720,572 9,450,898 2l1J18,890
Disporal (43,824,834) (74,546,228) (19,040,043) (137,511,105)

As at 30& Junc 2005 151212,489 UJ47,t55 ll,EE6,Sn 4n296

DEPRECIATION
lrt July 2fi)5
Dirposal
Cbrrge for thc year
Ar et J0 Juoc 2005

Buildings
Funritrrc & Equipmnt
Motor Vchicles

43,E24,E34
(43,824,834)

74,646,228

Q4,e+6228)

19,040,043
(19,040,043)

468.319

2.5Y.
lOV.
25'/t

t37,51 1,105

(r37Jr r,r0,
468.3 r9

468J19 468J19

NETBOOK VALI'E

30th Jrrnc2006 451,212,489 24247,t55 lll68,YR 4E6,82t,617

255,729,tt4 5,721J5930th Junc 2005

r0

2'EtL12t 266,Ut9J.45



3. DTYESTMENT PENSION FTJND

Thc Invcstrncrrt in Pcosiou,ksh,E@,56g is beiag held by Kcuya Natioual Assurance comPdry

currendy undcr receivcrsbip. As at 30th Junc 20O4 ttrc Otal dnount wa! t'tt'.5,180J36.

It is anticipatcd that the balancc ksh.864,559 will be paid in due coursc. Before the comPary wcnt

undcr it was the Foundation's fuad nBnagcr for its staffrctircmeilt fund currcntly nranagcdby ICEA.

Tbis is in linc witb RBA's rcquircrncnt on nunaggrncnt of Rairernart Pcosion Fund.

4INVENTORIES
The cornposition of Stock is as follows:
-Printing & Stationery
-Estate Fuel Stock
-Estate Adm Stock
-Timbilil Estate Stock

5 Receiwbles aod prepayments in &c ycar is ruadc up ar follows:

- StaI?and Trade receivobles

- Other Rcceivablcs

_-Provision for doubtful dcbts

Total
Q7r.77

6,073J29.90 7,E04,E1&00

2005n006

200st2006
77,427.89

352204.53

250,953.36

612,433.62

zo0/,n005

92,487.01

260,801.00

542,839.9t

558945.00

1,'93,019.40 t.455,9n.92

200512006

4220,529.30
2,124510.60

20u4n005
s,962,796.00

t,842,022.00

A provisioo for bad and doubtful debts of4% has betn provided.

6 BA!{K & CASE BALANCES
Tte Fouudation maintains Bank accounB both in Kcricho (HQs) and Kenrgoya (Kangaita

Sub-station).

BANK & CASE BALANCE.KERICHO
BANK
CO-OP. -Capital Account

CO-OP. -Current Account (Main)

CO-OP. -Timbilil Co-op A./C

KCB - Wachirab Project

KCB -Wotro Project

KCB Current A./C

-Consolidatcd Bank
-Estate Petty cash

-Petty cash - (Rcsearch)

-iYI.C.B Cash control

SUB -TOTAL

BANK & CASE BALANCE.KANGAITA

A/C NO.
0t 130778100

0r 13677810000

0l r36778 10001

237-782-813
?37-193-098
237-780-646
0 r 300500 13600

A/C NO.
0rI3677810002

1,200,049.80
1,874,459.85

7,983.50
166,050.20

294,540.50
18,500.00

515.00
211,091.80

2004n005
9,000,000.00
3,774,446.40

2,t21,043.90
r 5,083.50

380.484.30

163,136.21

294,540.50

17,07 I .00

34,990.59

27,860.10

90.65

200s12006 2004n005

.10

BANK
co-oP -Currcnt Account

-Petty Cash
-Cash Control

STIB.TOTAL
GRAND TOTAL

7 PAYABLES & ACCRUAI.S
Payables & Acctuats for the year is made up as follows:

- Trade crtdiors
- Otber payablcs

Total

3J61,634.05 rffn1J96.1s

186,037.90
1,545.50

860.00
l8&443.40

268,057.00

2't362.6s
r 20.00

29s539.55

2005n006 2004t2005

t7,720,976.97 8,070,424.48

4.006.883.34 2378,762.60

27.727,860 10,449,1ti'r.08

1J



8 ACCUMULATED FT'ND

I st July 2005

Transfcr &om rwaluuion rc:lcwe.
Surplus/Dclicit from
Revcrue account
Prior ycar adjustmcnts

12 Othcr ooeratlng Income
Sale of Publicuions
Laboratory Tcsts
Intcrest rccciveablc
Miscellaneous Income
Disposal of assets

13 Administretive eruenses
Adminisration
Emolumcne- Scnior Statf
Emolumcnts- Junior Staff
Retiremnet Bencfits (SS)
Retircmnet Bencfi ts (JS)
House Allowance
Passagcspaid-Local Lcavc
Mcdical
Board Expcnscs

2005n006

ll,927,lgl

2,300,000

(t5,709,42t)
137,454

2004t2005

16,795,690

2,303,129

(6,589,639)

(1 ,144,776) I

9 REVALUATION RESERYES
The asscts of thc Foundadon were revarued in the year yclding a revaluation
rcsswc of Ksh.474,055,599 .

IO PENSION FUND
Pension Fund Ksh. E64,569 is part of thc accumulatcd rescrve investcd to
meet future pcnsion liabilities. The amount is held by the defunct Kenya National Assurance Company

2005/2006 2004t2005
I I Tca Ftrm Incomc

Sale of Grecn leaf
Salc of Planhng Marerials
Kangaita rcvcnue 543 l0

31,508,78E

30,795,882
169,896

45,696,58 t

3,802,155
40

6

92,s36
797,3t0
167,788

1,314,010
4t7,777

t32,509
887,490
134,909

930,979
|,286,4i9

2,789,121

9,70t,203
t 7,366,000
13,664,986
4,851,298
I , l7l ,ggg

158,400
574,693

2,657,626
522 lt

7,687,342
14,t4,278
12,003,471

3,881,410
I , l4l ,941

r 5E,400

538,664
2,716,773

tE0
54,66E,605 723,458

12



14 R6crrch & DcvclooErcpt crDcrs6
Travelling (Dury)
Travelling - Acc/Subsistence
Training and Confcrence
Experimcnts

15 Estetc erocuscs
Estatc Expcnditurc

16 Othcr Oocretiuq erpcnscr
Propcrty upkcep
ElectWater & Conscrvancy
Library
Publication
Prirnary School
Insurancc

GRAI\ID TOTAL

IE OPERATING SURPLUS BEFORE TN(ATION
The operating Surpluddcficit is arrived ar after charging;

Audit Fecs

Director's Rcrnuneration
Deprcciation ofproperty, plant & cquipmcnt

And after crediting;
Interest rcccivablc

19 TAXATION
Thc Foundation is only liablc to income Tax on dividcnds and interest
rcccivablc.Thcsc items are usually taxcd at source.

6,89E,224 5367,536
4,437,561 1,,770,809

3,597,654 \512,416
16,264,336 t0,707,483
31,MJ75 2035E,245

33,01I,158 38,3E7,929

33,011,15t 383n929

8271t94
3,284536

222,855
125,517

327,3E4
12t3,2t2

13,u3,598 10,009,113

-

13232W36 u6,t51,110

2005D006 2004n005

5,E70,082

2,gog,ll3
120,756
217,488
312,691
578,983

250,000
4E0,000

468J19

250,000
120,000

tt38s2u

2l6J9o r34J09
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