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l. Acronyms and Glossary of Terms

The acronyms and glossary of terms used in the annual report and financial statements are as below

IFRS
MD
GTF
CSR
NTZDC
FDS
EATTA
KEBS
tso
cTc

lnternational Financial Reporting Standards
Managing Director
Gatitu Tea Factory
Corporate Social Responsibility.
Nyayo Tea Zones Development Corporation
Factory Door Sales
East Africa Tea Trade Association
Kenya Bureau of Statistics
lnternational Organization for Standardization
Cut Tear Curl
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Background lnformation

Gatitu Tea Factory Limited is a fully owned subsidiary of Nyayo Tea Zones Development
Corporation (NTZDC) established under the Companies Act of Kenya. The factory construction
began in the year 2016 and became operational in the year 2022. fhe Factory is the second tea
processing factory to be established by the Nyayo Tea Zones Development Corporation to
process green leaf tea into made tea. On the other hand, Nyayo Tea Zones Development
Corporation is a state corporation established under legal notice 265 of 1986 which was later
revised in March 2002 lo, in consultation with the Chief Conservator of Forests, create tea and
fuelwood growing zones to act as buffers around gazetted forests and gazetted trust land forests.
Part of the corporation's mandate is to establish, manage and maintain tea processing factories
and process tea. Gatitu Tea Factory was thus established in fulfillment of this mandate.
The Chief Executive Officer is responsible for general policy and strategic direction of the factory.

Location
Gatitu Tea Factory is located 36kms from Kerugoya town. lt is 1643 meters above sea level. lts
Latitude is 0' 26' 7" North and Longitude is 37' 25' 2" East.-Ngariama Ward, Gichugu Subcounty,
Ngariama Location, Rungeto sublocation. Location of operations is in Kirinyaga County.

MISSION
Creating and sustaining products, markets & brands that offer acceptable customer/consumer
propositions profitably

vtsroN
Transform our business from low to high Value

CORE VALUES
lntegrity, Professionalism, Teamwork, Commitment and Respect for others

t

2. KEY ENTITY INFORMATION

Principal Activities.

The principal activity of the factory is to process Green Leaf tea from the Corporation's catchment
zones mainly Kirinyaga, Embu, Mathira and Meru South, into Made Tea. The bulk of manufactured
tea is sold through the Mombasa Tea Auction while small quantities are sold in the local market.
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DIRECTORS
The Directors who served Gatitu Tea Factory during the period were as follows: -

Mr. Joseph Gitonga M'Limbiine - Chairperson - Appointed in April2024
Mr. Peter K. Korir - Director - Appointed in November 2012

Lega! Manager
lrene Kamanda

Kenyatta Avenue

P.O. Box 48552- 00100

NAIROBI

Registered Office:
Nyayo House- 'l 1th Floor
Kenyatta Avenue
P.O. Box 48552- 00100
NAIROBI

Corporate Headquarters:
P.O Box 48552 - 00100
Nyayo House-11Floor
Kenyatta Avenue
Nairobi, Kenya

Corporate Contacts
Telephone: (254) 2217 489
E-mail :info@teazones.co. ke
Website: www.teazones. ke

Corporate Bankers:
Kenya Commercial Bank Ltd

Kipande House Branch
P.O. Box 30012
NAIROBI

Stanbic Bank Kenya Ltd

Kenyatta Avenue
P.O. Box 30550 00100
NAIROBI

lndependent Auditors
Auditor-General
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The Office of the Auditor General
Anniversary Towers University Way
P.O. Box30084-00100 GPO

NAIROBIKENYA

Principal Legal Advisers
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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3. THE BOARD OF DIRECTORS

1

Joseph Gitonga M'Limbiine

Chairman - Board of Directors

Mr. Joseph Gitonga M'Limbiine was born on 1511111971. He was appointed
as an lndependent Board Chair NTZDC in April 2024. He has previously
served in various government Boards between 2013 and 2022 - nolably
Pwani University, Kisii University, NTSA and JKUAT. Mr. M'Limbiine is a
lawyer by profession with over 25 years posladmission experience in the
legal practice. He is currently a Senior Partner at the law firm of M'limbiine
and Mungai Advocates. Mr. M'llmbiine holds an MBA in Strategic
Management and a Bachelor of Laws from the University of Nairobi and a
post graduate Diploma from Kenya School of Law. He is an Advocate of the
High Court of Kenya and a Certified Public Secretary. He has worked at
EACC, Attorney General's office, High Court Judges Tribunal and the
Judges and Magistrates Vetting Board as the Assisting Counsel. He brings
a lot of experience in corporate governance and law.

2

Peter K. Korir - CEO

Mr. Peter Korir was born on 1311211969. He joined the board as an

Executive Director in November 2012. He holds a Bachelor of Science

degree in Mathematics from Egerton University and MBA (Strategic

Management) from University of Nairobi. He is also a graduate of IESE

Business school in Advanced Management. He has over 27 years'

experience in management having previously worked with East African

Portland Cement and Unilever Kenya in various management positions.

Q{

I

rYl



Gatitu Tea Factory Limited
Annual Report and Financial Statements
For the year ended June 30, 2024

4. KEY MANAGEMENTTEAM

Peter K. Korir - CEO

DE

rYr
Mr. Peter Korir was born on 1311211969. He joined the board as an

Executive Directorin November2012. He holds a Bachelor of Science

degree in Mathematics from Egerton University and MBA (Strategic

Management) from University of Nairobi. He is also a graduate of IESE

Business school in Advanced Management. He has over 27 years'

experience in management having previously worked with East African

Portland Cement and Unilever Kenya in various management positions.

Samuel Niire - Director Finance & Accounts

r\ Mr Charles Mucheke joined the Corporation in 2005 and is the Director

Conservation. He holds a Bachelor of Science (Agriculture) and lvl BA

(Operations Management) degrees both from University of Nairobi. He is

responsible for all agronomy operations in the Corporation. Prior to

joining the Corporation, he worked with KTDA and has over 31 years'

experience in the tea industry.

4

Mr Togom joined the corporation in 2003 and is the Director Human

Resources and Administration. He holds a Bachelor of Arts degree in

Anthropology. He also holds a Diploma in Human Resource Management

from Kenya lnstitute of management (KlM). He is a member of Human

Resource Management lnstitute of Kenya - Membership No. 03386. He

has over 27 years' experience in human resource and administration.

5

!

.O
David Chepkwony- Director

Operations & Commercial

MrChepkwonyjoined the corporation in 201 4 as Director Operations &

Commercial. He holds a Bachelor and Masters degrees in Marketing.

Prior to joining the Corporation, he worked with Ketepa, Del Monte

Kenya Ltd, Reckitt Benckiser EA Ltd & Unilever Kenya Ltd and has over

25 years' experience in sales and marketing.

v

Mr Samuel Njire joined the corporation in 2009 and is the Director Finance &

Accounts. He holds a Bachelor of Commerce (Accounting) and MBA (Finance)

degrees both from Universityof Nairobi. He is also a certified Public Accounlant and a

member of the lnstitute of Certified Public Accountantsof Kenya (ICPAK)- Membership

No.6527. He is responsible for overall financial stewardship of the corporation. He has over

32 years' experience in finance in both public and private institutions

3

Charles Mucheke - Director

Conservation

t
William Togom - Director Human

Resource and Administration

^-,
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5. Fiduciary Management

The key managemenl personnel who held office during the financial year ended 30'r'June 2024 and who had direct fiduciary

responsibility were:

No pcsignation

I heo Peter Korir

2. IircctorConscrvation Charlcs Muchckc

3. [ir..tor Financc and Accounts Sanrucl Nj irc

I pir..tor Human Resource and Administration Willianr Togonr

5. pirector Operations and Commercial David Chepkwony

6. Fiduciary Oversight Arrangements
Production, Business Dcvelopment & Strategy Committcc:

This committee ensures that new business strategies, product developments, and operational changes

are sound and aligned with the Corporation's long-term objectives. It evaluates the financial

feasibility of ncw initiativcs to cnsurc that rcsources are used efficicntly, safeguarding the

Corporation's financial interests. The committee assesses the potential risks of business development

activities, ensuring they do not pose unnecessary financial or operational risks. When considering

new products or services, the committee ensures they will deliver an acceptable retum on investment

and contribute to the Corporation's overall strategy.

Audit & Risk Management Committee:

This committee ovcrsees the financial and risk management systcms. Thcy monitor risk management

systems and ensure that the Corporation's risks-whether financial, operatioual, or legal-are
identified, assessed and mitigated. The committee is also responsible for ensuring that intemal

controls are effective and that the Corporation complies with relevant [aws, regulations and industry

standards. In case offinancial discrepancies or audit findings, the committee ensures that corrective

actions are implcmented to safeguard the Corporation.

Finance, Human Resource & ICT Committee:

This committee oversees the financial health of the Corporation, ensuring that financial resources are

allocated effectively and sustainably. It also monitors HR policies, ensuring fair treatment of
cmployees and alignmcnt with organizational goals. The committec plays a crucial role in overseeing

IT systems, ensuring they are secure, efficient, and aligned with the Corporatiou's strategic

objectives. By monitoring financial, human resource, and ICT decisions, the committee helps

safeguard the Corporation's long-term success and ethical standing.

vl

Nanrc
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7. CHAIRMAN'S STATEMENT

I am pleased to presentto you the An nual Report and financialstatements of Gatitu Tea Factory Limited for
theyearended30June2024.fheFactoryisawhollyownedsubsidiaryof NyayoTeaZones Development
Corporation.

The Company started operating in March 2022. A total of 8.0 Million Kilograms of green leaf was received

from the factory catchment zones namely Kirinyaga, Embu, Mathira and Meru South zones, during the

current financial year.

The investments made in form of machinery and equipment helped the Company to process the tea though
we still have capacity underutilization in the factory.

We have aligned our strategy to enhance the achievement of the BETA pillars of manufacturing, food

security and nutrition and increase country's exports for most of the tea is sold through the Auction.

During the year, the Company initiated programs to empower farmers and communities in the
catchment in form of access to tree seedlings. This initiative will help increase trees planted and
environmental conservation and in the long run improve the standards of living for the community. We
also work closely with the County government in improvement of access roads in the past year.

Our tea brands continued to grow in the local market despite stiff competition and we expect to gain
larger market share due to the high quality of our tea. Our sales volumes in the domestic market was
maintained.

The factory's future outlook is bright, since it's designed with a three line processing capacity, the
output will be maximized with the installation of the second line when auction prices improve.

l-/

Joseph M imbiine
Chairperson of the Board

Date Ll 1,4 7-{2.?-+

IX

lextend mygratitudeforthe invaluablesupportgiven bythe Boardof Directors, managementandstaff and
the Government for being committed to the Company's affairs. lalso take this opportunity to
appreciate our esteemed customers without whom we could not have gone this far.
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8. REPORT OF THE CHIEF EXECUTIVE OFFICER

Financial Results

During the financial year, volumes of processed tea sold was 1 .Tmillion Kgs. The projected auction price
was $2.8, against the actua $2.52 in the period. Revenues realized was Ksh 622 Million. Overall, the
companyrecordeda profit of Ksh.2.46 million.

Operations
GTF is designed to have 2 processing lines. Currently, its operating with only one line. The second
line will be installed progressively with projected financial improvement in the future.

GTF commenced green leaf processing in March 2022. Tolal green leaf received by the factory in the
financial year u6 8.0 million Kgs which was collected from Nyayo Tea Zones factory catchment namely
Kirinyaga, Embu, Mathira and Meru South against the projection of 7.0 Million. This was largely due to
favourable weather in the period resulting in high production of green leaf.

With the freeze on hiring of staff, GTF has been operating with skeleton staff seconded from both
head office and Kipchabo tea factory. We are hopeful that staffing requirement will be optimally filled
during next financial year.

lnitially, access roads to the factory were impassable and green leaf delivery was a major challenge.
Trucks collecting made tea from the factory for the markets were also having access difficulties while
collecting the stock. Jointly with the County government, the road to the factory is now graded.

Future Outlook
Tea prices in the global market are expected to improve in future and this will boost the company's
revenues. However geopolitics including the impact of Russia/Ukraine conflict and COVID-l9isstill
being felt in the Auction market. As a result of this, the company projects to maintain its markets and
restructure its costs accordingly for it to maintain sustainability.

Appreciation
I take this opportunity to appreciate the valuable support given by our various stake holders including
the customers, suppliers, bankers, and the local community. On behalf of the board, I also wish to express my
gratitude to the management, staff and the Government fortheircommitment tothe Company. With your
support the company will continue to grow sustainably for the benefit of all stakeholders.

General
I present to you the Annual Report and financial statements of Gatitu Tea Factory Limited (GTF)for the
year ended 30 June 2024.fhe Factory is a wholly owned subsidiary of Nyayo Tea Zones Development
Corporation.

d{b---
William K. Togom
Ag. Chief Executive Officer

It
oate 2-1!t|Znzy,l
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9. Statement of Performance against Predetermined Objectives for FY
2023/2024

Section 81 Subsection 2(f) of the Public Finance Management Ac|,2012 requires the accounting officer to
include in the financial statements, a statement of the national government entity's performance against
predetermined objectives.
Gatitu Tea Factory Limited has four strategic pillars and objeclives within the last strategic plan for the
financial year FY 202312024 which was adopted in from the long-term strategic direction of the board.
These strategic pillars are: -

1. Expand our conservation footprint and sensitization drive.

2. Sustainably support livelihoods through tea.

3. lmprove and leverage our stakeholder engagement.

4. Build a sustainable Organization.

Strategic Pillar Objectives Key
Performance
lndicators

Activities Ach ievements

Expand our
conservation
footprint and
sensitization
drive.

Exploit all
prioritized, high
returns.
'Conservation
associated'
branding
opportunities

Grow our
Commercial
Unit revenues
and profits by
S-year CAGRs
of 45o/. and
124o/o lo
Kes,B70Mn
and Kes
't51Mn
respectively

Develop and
lau nch/Relau nch
a'Conservation'
positioned
packaged Tea
Brand - Eco
Tea - and
market locally
and
intern atio n a lly,
including to the
local
lnternational
Community and
lnstitutions.

Sales Volumes
in Tons.

2. Sustainably
support
livelihoods
through tea

Accelerate
Packaged Tea
growth and
market share
led locally.

Grow the
NTZDC market
share by 5% by
end FY2025

Expand NTZDC
volume sales of
value-added
teas to
3.02MnKgs of
packaged Tea
by end 2025 led
by brand Eco
Portfolio
expansion to
carter to
changing
Consumer
preferences

Number of
New Brands,
Variants, Pack-
sizes

3. lmprove and
leverage our

Establish a
collaborative
and mutually

Create Trade
relationships
that support

Develop a
Commercial
Stakeholder

Signed-off and
Responsibility
assigned

xt

3.02 Mn Kgs of
Packaged Tea
by 2025
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stakeholder
engagement

beneficial
relationsh ip
with our trade
partners

delivery of
organization's
Commercial
goals

Engagement
strategy with
focus on
key/critical
stakeholders

Strategy

Enhance
Customer
service to
ameliorate
experience
with our
Brands, in
support of
Trade
expansion.

lnstitute periodic
and formal
engagement
initiatives with
Trade partners
at Regional and
National levels
to build lasting
relationships.

Customer
Satisfaction
score of >857o

4. Build a
Sustainable
Organisation

Build a
sustainable
Commercial
organization by
investing in our
people,
capacity,
processes and
systems.

Right staff, in
right roles,
equipped and
trained right to
deliver
Commercial
goals.

Ensure Staff
trained in
necessary skills
to support
delivery of
Organisation's
qoal.

100% of Staff
Trained in
required
area(s)

Ensure Staff are
provided with
the necessary
Tools to deliver
the
Organisation's
qoals.

Staff Fully
Trained.

x
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10. CORPORATE GOVERNANCE STATEMENT
The Corporation is committed to ensuring compliance with the principles of corporate governance as enshrined in

the Constitution of Kenya 2010, the State Corporations Act, Cap 446, Tea Act 2020 and lhe Mwongozo Code of
Conduct for State Corporations. The Corporation conducted its operations in adherence to the principles of Corporate

Governance such as transparency and disclosure, accountability, risk management, internal controls, ethical

leadership and good corporate citizenship.
Please Note that the board of Nyayo Tea Zones Development Corporation is the same Board that serves Gatitu Tea

factory Limited and Kipchabo Tea factory which collectively are wholly owned by Nyayo Tea Zones Development

corporation.

The Board has established a Board Charter that guides its operations and on an annual basis, sets performance targets
through a work plan. ln compliance with the provisions of lhe Mwongozo, a Board evaluation was carried out by the
State Corporations Advisory Committee.

The following members exited the Board during the financial year following expiry of their term, Mr. Julius lnyingi,

Ms. Rukia Mohamed, Mr. Peter Kiagu and Mr. David Kithale.

The following members joined the board during the financial year following their appointment Ms. Beatrice

Nkirote, Mr. Paul Kiprop, Mr. Leonard Kubok and M. Evan Obote
All the board members except the Managing Director are non-executive and are appointed for a renewable term of
3 years for a maximum of 2 terms.
The board has established 3 committees, namely (i) Production, Business Development & Strategy Committee (ii)

Audit & Risk Management Committee and (iii) Finance, Human Resources & ICT Committee. Each committee meets

at least once every quarter before tabling their reports to the full board.

Below is the composition of Board Committees.

During the financial year,27 Board meetings were held and the attendance is summarized below

S/NO NAME ATTENDANCE
Full Board

Joseph G. M'limbine 7t7
2 Peter K. Korir 717

Andrew Nyanchoqa 7t7
4 Raymond Kemei 7t7
E Andrew Karumbo 717

6 Julius lnyingi 4t7
7 Joyce Niogu
I Rukia Mohamed 4t7
I David Kithale 6t7

10 Paul Kiagu 3t7

Audit I Risk
Management

Production, Business Development &
Strategy

Finance, Human Resource &
tcT

1 Chairperson Beatrice Bariu Mr. Raymond Kemei Mr. Andrew Nyanchoqa
2 Member Mr. Raymond Kemei Ms. Beatrice Bariu Mr. Andrew Karumbo
3 Member [vlr. Leonard Kubok Mr. Andrew Karumbo Ms. Joyce Njogu
4 Member Mr. Evans Obote Mr. Andrew Nyanchoga Mr. Evans Obote
5 Member Beatrice Bariu Ms. Joyce Niogu Mr. Leonard Kubok

xlll

1
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12 Obote Evans 2t7
Beatrice Bariu 2t713

14 Leonard Kubok 1t7

15 Paul Kiprop 0
Finance Human Resource & ICT Committee

Peter K. Korir 6/61

2 Andrew Nyanchoga 6/6
3 Andrew Karumbo 6/6
4 Joyce Njogu s/6
5 David Kithale 6/6
6 Paul Kiagu 1t6
7 Kennedy Ondieki 0

Obote Evans 4t6

Production, Business Development & Strategy Committee
1 Peter K. Korir 4t4
2 Andrew Nyanchoga 4t4

3 Andrew Karumbo 414

4 Joyce Njogu 4t4
5 Raymond Kemei 414

6 Rukia Mohamed 214

7 Julius lnyinqi 114

8 Beatrice Bariu

Audit & Risk Management Committee
Rukia Mohamed 2t41

2 Raymond Kemei 4t4

3 David Kithale 414

4 Julius lnyingi 1t4

5 Paul Kiagu 1t4

6 Kennedy Ondieki 0

7 Obote Evans 2t4

8 Beatrice Bariu 1t4

11 Kennedy Ondieki

Appointment of Board Members:
The Cabinet Secretary, Ministry of Agriculture and Livestock Development appoints the Board Members.
The Chairman is appointed by the President of the Republic. Every appointment is done by name and by
notice in the Kenya Gazette. Appointments cease if a member:

(a) Serves the appointing authority with a written notice of resignation; or
(b) ls absent, without the permission of the Chairperson, for three consecutive meetings: or
(c) ls convicted of an offence and sentenced to imprisonment for a term exceeding six months or to a fine

exceeding twenty thousand shillings; or
(d) ls incapacitated by prolonged physical or mental illness from performing his duties as a member of the

Board; or
(e) Conducts himself in a manner deemed by the appointing authority to be inconsistent with membership

of the Board.
(f) Any removal of a Board Member shall be through formal revocation.
(g) The Corporation Secretary ensures that a record of the appointment letters, gazette notice and written

acceptance by the Board member are kept in the personal file of the Board Member.

xiv

8
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Roles of the Board
The roles and functions of the board include the following.

a) To oversee the implementation of the Corporations' mission, vision, purpose and core values through
various programs.

b) To Exercise their role collectively, not individually
c) To set and oversee the overall strategy and approve significant policies of the Corporation.
d) To review, Evaluate and approve, on a regular basis, long{erm plans for Corporation.
e) To review and evaluate and approve Corporation's budget and financial forecasts.
f) To review and evaluate and approve major resource allocation and capital investments.
g) To ensure that the procurement processes were cost -effective and delivered value for money.
h) To review and approve the operating and financial results of the Corporation.
i) To ensure effective, accurate, timely, and transparent disclosure of pertinent information on the

Corporation's operations and performance.
j) To Adopt, implement and Monitor compliance with the Corporation's Codes of Conduct and Ethics.
k) To Review, evaluate and approve the Overall Corporation 's structure, the assignment of senior

management responsibilities and plans for senior management development and succession.

Conflicts of interest
The Mwongozo code of governance for State Corporations, the Leadership and lntegrity Act, Public
Officers Ethics Act and other relevant laws have set standards on the management of conflict of interest.
The Corporation is in compliance with the requirements set out in the code and the relevant laws. The
Directors are required to disclose their areas of conflict. Directors are required to refrain from contributing
to or voting on matters in which they have such conflict or influence a decision with respect to such a matter.
The Corporation also maintains a register to record conflict of interest.

Board Remuneration
The Board of the Corporation recommends the remuneration and sitting allowances paid to the Chairman
and members of the Board in line with the currently prevailing government guidelines on payment of
remuneration and allowances for Board members. The Chairman and Board were therefore paid sitting
allowance and other allowances in line with the guidelines.

Ethics and conduct and Governance Audit.
The Corporation has adopted high standards and applies strict rules of conduct, based on the best
corporate practices. The Board continued to adhere to good corporate governance by embracing the
following principles.

a) Observing high standards of ethical and moral behavior
b) Acting in the best interests of the organization
c) Remunerating and promoting staff fairly and responsibly
d) Ensuring that the Corporation acts as a good corporate citizen.

Succession plan
Board members shall hold office for a period not exceeding three (3) years and are eligible for
reappointment for one term not exceeding 3 years. The renewal of a Board member tenure for a second
term is subject to an acceptable evaluation as determined during the Board evaluation.

XV
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ll.STATEMENT OF MANAGEMENT DISCUSSION AND ANALYSIS
Gatitu factory limited has almost been consistent in terms auction prices as depicted below

Auction Volume Vs Price Trends JULY'22 - JUN '24
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622,372,278
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The factory's green leaf for the 202312024 projections vs actuals and Actuals 202312024 vs
202212023 are as presented below.

Current Year

-

Green Leaf - Catchment
Made Tea

Sales of Made Tea (Ksh.)

Current Year Vs Prior Year

Green Leaf - Catchment
Made Tea
Sales of Made Tea

202312024

Projections

202312024

Actual

202312024

Actual
8,026,442

1,735,970

622,372,278

202212023

Actual

7,324,532

1,618,079

428,788,498

XVI
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The primary objective of the Gatitu Tea Factory Limited Risk Management program is to identify, assess,
monitor risks and ensure that appropriate management strategies are in place for known enterprise risks.
The Gatitu Tea Factory Limited will undertake a substantive annual review of its operation for which it will
purposely manage risks as part of our day{o-day operations.
Consistent with our Mission, risk mitigation strategies and improvement efforts will also be key inputs into
the strategic and business plans.
The Major Risks facing the organization are;-

1. Economy Risks:
Risks that the Kenyan economy, burdened by debt, will result in low purchasing power of consumers

and or businesses thus lowering demand for goods (and services). Demands by Government on
State Corporations (Parastatals) for'cash' to fund the national budget.

Projects undertaken during the year

During the period under review, the following key projects were undertaken and completed

1. Certification of Rainforest Alliance.

As a requirement in the global tea industry and lnternational Standards requirement, Gatitu Tea factory
limited got a Certification of Rainforest Alliance certificate.

2. Water intake for use in the factory.

The Gatitu Tea Factory Limited undertook a water project in order to have adequate and reliable water
supply for its day{o-day operations. Ther water intake also considered the supply of water to the community
living along the waterline and the neighborhood as part of Gatitu Tea Factory limited social responsibility.

XVII

2. Climate Change Risks:
Exposure of natural capital physical/biological assets and infrastructure to increasing magnitude of

warming, increased greenhouse gas concentrations, extreme weather events, natural
catastrophes like mud slides-hail storms-frost.
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(l! Sustainability Strategy & Profile

The main mandate of GTF is to collect green leaf tea from the catchment zones, process the same into

black CTC tea, sell the same in the Mombasa auction and locally. The local sales have been minimal due

to competition from the already established organizations.

Sustainability is at the core of NTZDC and Gatitu Tea factory. The Buffer zone management is a long-term

intervention aimed at bringing about a transition to sustainability, in four dimensions: Ecological, Social,

lnstitutional and Financial & Economic sustainability. i) Ecological sustainability - which concerns using

natural resources in a way which does not reduce their future use potential or impair the long{erm viability

of the species. ii) social sustainability - which concerns the ability of contracting communities to sustain

their obligations as set out in collaborative agreements. Social acceptability is an important criterion in this

aspect. iii) lnstitutional sustainability - which concerns the managing authority's ability to meet conservation

obligations, etc. iv) Financial and economic sustainability - a state in which resources are managed so as

to maintain productive opportunities for the future and whereby natural capital stock is non-declining

through time. Establishing buffer zones to better preserve conservation areas is by all means a sustainable

economic activity coupled with value addition through tea processing via Gatitu factory.

( ii) Environmental Performance

Being a Rain Forest Alliance certified institution, Gatitu factory undertakes a number of environmental

conservation activities not only for compliance but also in keeping with the conservation core mandate of

the mother company, NTZDC. This includes Ecosystem Conservation through tree-planting drives in the

environmentally sensitive areas in partnership with local communities and administration.

(iii) Employee Welfare

Gatitu Tea Factory complies with the prescribed gender balance policy of 70:3Oo/o as recommended in the

constitution of Kenya. Other policies actively implemented by the factory include Occupational Health and

Safety, and provision of insurance cover against injuries and fire incidents (WIBA).

ln addition, the factory pays overtime work on a voluntary basis and according to employment laws to

ensure a working week of less than 60 hours. As a routine activity, the factory conducts an education

programme for employees on environmental conservation.

xv t
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(iv) Market Place Practices

The factory processes, packages and sells high quality teas through the auction and local market. Some

of the brands include Gatitu mark sold in Mombasa Tea auction while Gatitu FDS and Eco Standard sold

in the local market.

a) Responsible competition practice.

Gatitu mark sold through the auction is regulated by EATTA while products sold in the local market

are priced to cater for all market segments and regulated by KEBS.

b) Responsible supply chain and supplier relations

Local products are distributed using local traders and customers.

c) Responsible marketing and advertisement

The corporation practices responsible marketing in its advertising and promotional activities.

d) Product stewardship

Gatitu Tea Factory is ISO 22000:2005 certified and assures customers the highest standards in

processing and packing of its tea.

V) Corporate Social Responsibility

The Corporation continues to emphasize on the importance of Corporate Social Responsibility (CSR) for

sustainability of its operations. As is rightly in our mandate conservation of the environment serves a key

pillar in our operations.

Various CSR activities were implemented during the review period including issue of tree seedlings in the

community especially during the National tree planting day for climate change mitigations.
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Community members being issued with tree seedrings

The Corporalion also mainlained rural access roads in the zones where it operates. This has improved

local transport, opened trading centers in the zones and enabled farmers'access to markets with their

farm produce.
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Access road repairs in Embu Zone

i. The Corporation has continuously supported community water projects in its areas of operation,

including, and Nyaru water project at Gatitu factory catchment in Kirinyaga County.
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13. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended 30

June2024, which disclose the state of affairs of the Corporation.

(i) Principal Activity

The Company's principal activity is processing of CTC black Teas from green leaf. The green leaf is

produced from the tea buffer belts established in the gazette forests. This enhances conservation

through value addition.

(ii) Results

(iii) Dividends

The Corporation's policy on dividends is to propose 5% of the Net Profit for the year as proposed

dividends payable.

( iv) Directors

The directors who held office during the year and to date of this report are shown on page (vi)

(vi) Auditors

The Auditor-General is responsible for the statutory audit of Gatitu Tea Factory Limited in accordance

with Article 229 ot the Constitution of Kenya and the Public Audit Act 2015.

By order of the Board

William K. Togom

Ag. Chief Executive Officer

Profit /(Loss) before tax

Net ProfiV (Loss) for the year

202312024 (Kshl

2,466,966

2.466,966

202212023 (Kshl

(38,706,539)

3B 706 539

Date 2_7 1,4 :L.c2.?..!r_
xx
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14. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Acl,2012 and sectlon 14 of the State Corporations
Acl require the Directors to prepare financial statements in respect of lhal Corporaflon, which give a
true and fair view of the state of affairs ol lhe Corporalion at the end of the financial year/period and
the operating results of the Corporation for that year/period. The Directors are also required to
ensure that the Corporation keeps proper accounting records which disclose with reasonable
accuracy the financial position ol lhe Corporalion. The Directors are also responsible for
safeguarding the assets of lhe entity.

The Directors are responsible for the preparation and presentation of the Corporations financial
statements, which give a true and fair view of the state of affairs of the Corporation for and as at the
end of the financial year ended on June 30,2024. This responsibility includes: (i)Maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period,(ii)maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity, (iii)Designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud, (iv)Safeguarding the assets otlhe Corporation, (v)selecting and applying appropriate
accounting policies, and (vi)Making accounting estimates that are reasonable in the circumstances.

The Directors responsibility for the Corporalion's financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with lnternational Financial Reporting Standards (IFRS), and in the manner
required by the PFM AcL,2012 and (the State Corporations Act).

The Directors are of the opinion that the Corporation's financial statements give a true and fair view
of the state of Corporation's transactions during the financial year ended June 30, 2024, and of the
Corporations's financial position as at that date. The Directors further confirm the completeness of
the accounting records maintained tor lhe entity, which have been relied upon in the preparation of
lhe Corporation's financial statements as well as the adequacy of the systems of internal financial
control.

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

The Gatitu financial statements were approved by the Board on--
1

---2024 and signed

on its beh

Joseph 'Limbiine William K.Togom

Ag. Chief Executive OfficerChairpers n of the Board

XXIII
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REPORT OF THE AUDITOR.GENERAL ON GATITU TEA FACTORY LIMITED FOR
THE YEAR ENDED 30 JUNE,2024

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose;and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Managemenl Ad,20,,12, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

Repoft of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024



REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Gatitu Tea Factory Limited set a
out on pages 1 to 13 which comprise the statement of financial position as at
30 June, 2024,and the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 ol the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
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.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Gatitu Tea Factory Limited as at 30 June,2024 and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the Kenyan Companies
Act,2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

l.lnaccuracies in the Financial Statements

Review of statement of cash flow revealed an unexplained net variance of
Kshs.41,939,294 between the previous year's audited balances and the comparative
balance for the year under review. The variances are as shown below:

Component
Comparative
Balances (Kshs)

Previous Year's
Balances (Kshs)

Variance
(Kshs)

Debtors
Prepayments

&
-23,842,531 54,761,428 -78,603,959

Creditors
Accruals

&
139,917,969 -108,999,072 248,917,041

Stock -64,186,894 64,186,894. -128,373,788

Net Changes
Working Capital

tn

51,888,544 9,949,250 -41,939,294

ln the circumstances, the accuracy of the statement of cashflows could not be confirmed.

2. Misclassification of Assets

The statement of financial position as disclosed in Note 3 to the financial statements
reflects property, plant and equipment balance of Kshs.1,191,668, which includes

Repod of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024
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computers and accessories balance of Kshs.2,112,818. lncluded in the balance is
Kshs.'1 ,911,722 being the value of solar-powered streetlights installed during the year.
However, streetlights do not qualify to be classified under computers and accessories
and should be reclassified under equipment and depreciated in the respective class.

ln the circumstances, the accuracy of the computers and accessories balance of
Kshs.2,112,818 could not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Gatitu Tea Factory Limited Management in
accordance with ISSAI 130 on the Code of Ethics. lhave fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Other Matter

Unresolved Prior Year Matters

My opinion is however not modified in respect of the above matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other lnformation

The Board Management is responsible for the other information set out on page i to xxiv
which comprise of Key Entity lnformation and Management, The Board of Directors,
Management Team, Chairman's Statement, Report of the Chief Executive Officer,
Corporate Governance Statement, Management Discussion and Analysis, Environmental
and Sustainability Reporting, Report of the Directors, Statement of Directors
Responsibilities, Statement of Performance Against Predetermined Objectives. The
Other lnformation does not include the financial statements and my audit report thereon

Repofi of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024
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ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any
explanation for the failure to resolve them.



ln connection with my audit on the Factory's 's financial statements, my responsibility is
to read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenailse appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact" I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that nothing has come to my attention to cause me to believe that
public resources have not been applied laMully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

l.lnconsistencies in Disclosure of Board of Directors

Review of the financial statements reflects inconsistencies in the disclosure of the board
of directors. Two (2) members of the Board of Directors were disclosed under the board
of director's section, one of the directors being the Chief Executive Officer of the company.

Repoft of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024
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However, the statement of corporate governance however indicates that the Board of
Nyayo Tea Zones Development Corporation is the same Board that serves Gatitu Tea
factory Limited and Kipchabo Tea Factory which collectively are wholly owned by Nyayo
Tea Zones Development corporation. This statement further discloses eleven (1 1) board
of Directors four of whom exited the board during the year under audit yet the same were
not disclosed under the board of directors' section.

ln the circumstances, the inconsistencies casts doubt on the effectiveness of governance
practices of the factory.

2.The Company's Performance Against the Predetermined Objectives

Review of the statement of performance against predetermined objectives revealed that
the company operational pillars are centered on greenleaf received, made tea processed
and made tea sold. However, the following issues were noted;

i. The Nyayo Tea Zone Corporation Strategic Plan which outlines the strategic
objectives of Gatitu Tea Factory states in page 40 that the strategy will be
implemented through annual operating plans supported by annual work plans, it
was however noted that the company does not have an annual work plan.

ii. From the strategic plan, the Management had projected that the production of
Greenleaf from the catchment areas and made tea would be 8,973,000K9s and
2,064,000K9s respectively for 202312024.The management however fell below its
target by 946,558Kgs and 328,030Kgs for Greenleaf and made tea respectively.

iii. The profit before tax objective of the company was Kshs.45,533,000 however only
Kshs.2,466,966 was realized leading to an unexplained and undisclosed shortfall
of Kshs.43,066,034.

ln the circumstances, the factory did not achieve its predetermined objectives.

3. Lack of lnternal Audit Three Year Strategic PIan

During the year under review, examination of the strategic documents of the company
and discussion with the management revealed that it does not have a three-year risk
assessment strategic plan that aids in formulation of an audit plan. This is in contravention
of Regulation 170 of the Public Finance Management (National Government)
Regulations,2015. A strategic plan is essential for prioritizing audit activities, focusing
resources, strengthening operations, aligning the efforts of employees and stakeholders
towards common goals, and adjusting the department's direction in response to a
changing audit environment.

ln the circumstances, the factory lacks a strategic plan to provide a long-range overview
of budgetary needs that will ensure the audit function is adequately resourced to
undertake its mandate

Report of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Company's Act, I report based on my audit, that:
i. 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;
ii. ln my opinion, adequate accounting records have been kept by the Company, so

far as appears from the examination of those records; and,
iii. The Company's financial statements are in agreement with the accounting records

and returns.

The Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financial Reporting Standards and
for maintaining effective internal controls as the Management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of internal
controls, risk management and governance.

ln preparing the financial statements, the Management is responsible for assessing the
Company's, ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
Management is aware of the intention to cease operations.

The Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

Repod of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and Board of Directors

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.
The Board of Directors is responsible for overseeing the Company's, financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance



and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of lhe
Constrtution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva o. ke/aud itor-qenerals-

FCPA a BS

Repoft of the Auditor-General on Gatitu Tea Factory Limited for the year ended 30 June, 2024
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responsibilities-for-audit/. This description forms part of my auditor's report.

AUDITOR-GENERAL

Nairobi

31 December,2024
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16. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 3OTH JUNE 2024

Notes 202312024
Kshs

622,372,278
(553,519,400)

202212023
Kshs

428,788,498
(378,299,349)

Revenue

Cost of Sa les

Gross Profit

Administrative Expenses

Other Operating Expenses

Employment Expenses

Operating Profit Before finance Costs

Prof it before Exceptional ltem

Other income/(Excha nge Loss)

Net profit/(loss) for the year

2 (a)

2 (b)

2 (c)

2 (d)

2 (e)

68,852,878

(47,92r,r27l,
(39,16s,937)

(10,932,291)

2(e)

(64,833,953)

4,018,915

4,018,915

(1,ss1,949)

(s8,0r9,3s6)

l47,s3O,2O7l

147,530,207l,

8,823,668

2,466,966

1.

50,489,r49

(L1,262,955l
(39,922,1541

(13,648,8s4)

(38,706,539)
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17. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2024

Notes

NON - CURRENT ASSETS

Property, Pla nt & Equipment

CURRENT ASSETS

lnventories
Trade Receivables

Cash & Eank Balances

TOTAI. CURRENT ASSETS

TOTAT ASSETS

EQUITIES & tIABItITIES

Ordinary Shares

Share Premium

Accumulated Profit

TOTAT CAPITAL

TOTAL CURRENT LIABILITIES

Trade & Other Paya bles

TOTAT EQUITY AND TIABILITIES

The financial statements were approved by the Board of Directors on

on its beha lf by:-

3

z02t/2024
Ksh.

1.191,668,536

zozz/2023
Ksh.

1.,2!9,57 6,67 6

64,186,894

2 3,84 2,5 31

20,969 ,647
LOA,999,O7Z

4

6

5

8

8

1,325,408,118

100,000

7,227,264,318
(35,239,573)

1,328,57 5,7 49

100,000

1,227 ,264,378
(38,706,539)

L,LgL,724,746 1,188,657,780

1,34,283 ,37 2 139,977 ,969

1,325,408,118 r 328,57 5,7 49

CPA s Wamae

Ag. Oirector Finance & Accounts

ICPAK M/No. 4352

u't l2- zl)

Jose

Chai

2

77 ,333,162
51,828,597

4,577 ,823
133,739,581

I
I

ffi
Ag, Chief Executive Officer
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18. STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30TH JUNE 2024

Accumuloled
Fund
Kshs

Revenue
Reserves

Kshs
Totol
Kshs

As ot 30th June 2022

Shoreholders copitol injection

Net Profit/(Loss) for the yeor

As ol 30th June 2023

Net Profit/(Loss) for the yeor

As ol 30th Jvn2024

1,227,364,318 1,227,364,318

(38,/06,s39) (38,706,s39)

1 ,227 ,364,318 (s8.706,s39) r , r 88,6s7,780

2,466,966 2,466,966

|,227,364,318 (36,239,573) 1,191,124,746

J
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19. STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30 ]UNE 2024

Cash Flow from Operating Activities

Operating Loss

Exchange Loss / (Gain)

Depreciation of Fixed Asset

Loss Before Working Capitat Changes

lncrease ln Debtors /Prepayments

Creditor /Accruals

lncrease ln Stocks

Net Change in working capitat

Net Cash Generated rrom Operating Cash Ftows

Net Cash Ftows From Investing Activities

Purchase of Fixed assets

Eq u ity lnvestment

Exchange (Loss) / Gain

Net Change in investing activity

Net Changes in Cash & Cash Equivalence

Movement in cash and cash equivalent

As at 1'r Juty 2023

lncrease / (Decrease) in the year

Cash and cash equivatent as at 30th June 2024

4,,646,752 (10,929,1841

Note

2 (d)

J

8

2(el

2023t2024
Kshs

2,466,966

1,551,949

37,627,837

202212023
Kshs

(38,706,539)

(8,823,668)

36,601,023

6

7

4

(27,986,066)

(5,634,s97)

(13,146,268)

(23,842,537\

139,917,969

(64,186,894)

(46,766,931) 51,888,544

(5,120,179) 40,959,360

(9,719,698) (7,2s6,777,7001

L,227,364,378

8,823,668

(11,277,6441 (19,989,714)

(16,391,823) 20,969,646

20,969,646
(16,391,823) 20,969,646

5 4,577,823 20,969,646

(1,s51,946)

4



Gatitu Tea Facto.y Limited
Annual Report and Financial Statements

For the year ended June 30, 2024

20. STATEMENT OF COMPARISON OF BUOGET AND ACTUAI- AMOUNIS FOR THT YEAR TNDED 30 JUNE 2024

Originelbudget Adju5tment5 finalbudtel
Actualon
compaaable basis

Performance

difterence % of utilisation Remarks

,un-24 Jun'24 )!n-24 ,un-24 )un-Za ,un-24

Ksh5 Xsh! x5h5 (shs Xshs Kshs

Sale of Soods 547,255,914 547,255,914 622,172,278 75.176,3U 114% The made tea produced and sold were more than projected

Finance lncome |t,578.2241 11,s78,2241

Ixchange Sain/los! 26,276 26,276

Totallncome 547,255,914 547,255,914 520,820,329 73,56/,4t5 1t3% The made tea produced and sold were more than proje(ted

OpeninS stork 51,189,205 (51,189,20s)

Closing stotk (59,807,073) 59,807,073

Green leaf lntake 345,991.975 345.991.975 453,493,969 (106,501,995) 131% The made tea produ(ed and sold lyere more than projected

Other factory operatinS erpenses 5,104,000 5,104,000 12,421,331 11,317,331) 2A3vo There were ma(hinery adjustments to suil the layout

Molor vehicle & Generator tuel 16,389,145 15,389,145 15,413,191 975,955 pump price f locluation5

Electricity 18,505,804 18,505,804 25,967,@5 17 061,2071 Pri(e llualuations

Factory running expenses 10,597,653 546,102 95%

16,2A7,37a 16,281,378 15,809,170 (s2r,791) 103%

Manufa.turinE Labou. 25.619,133 25,619.733 12,279,O10 13,340,7 23 HirinS was lrozen an the period

Transport of finished tea 5,496,224 s,496,224 6,484.963 (988,719) 118% Volumes sold were more than envisioned

warehousinS 5,921,857 5,921,A57 4,563,028 1,3s8,829 77% Volumes 5old were moae than envisioned

Brokerage and CataloSue fee 4,098,194 4,098,194 4,654,050 (ss5,8s6) 114./a Volumes sold w€re more than envi5ioned

AdvertisinB Marketint & Publicity 3,000,000 3,000,000 87,000 2,913,000 3% timited ca5h inflows

Bank charges r20,000 120,000 221,140 (10r,340) tE,r9r More taangaation! than enviSioned

lnsurance 2,@7,672 2,507,672 1,516.726 990,946 62% Budgeted assets were not procured in the year

Other administrative expenses 16,947,U9 16,541,649 9,337,889 7,ZO9,760 56% Lrmited cash inflows

Security 2,758,110 2,234,948 519,152 8r% The laclory required less BUardinB kom what was envisioned

0epreciation 36,117,525 36,117,625 31,621,837 (1,510,212) Budgeted as3ets were not prorured in the year

Salaraes and wa8es 17,940,166 27,980,166 13,648,854 14,331,311 49% Statf hirinS Yvai troren

TotalExpenditure 544,143,186 544,143,186 61a,291,995 {74,154,810) ltAva

Surplus lor the pe.iod 1,112,729 3,t12,729 2,s22,3r4 (s90,39s) 81%

E-E

E

5

10,597,653 10,051,551

2,758,110
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21. NOTES TO THE ACCOUNTS

NOTES TO THE Financial Statements
1 (a). General lnformation

GTF is established by and derives its authority and accountability from Company's Act. The entity is a wholly owned subsidiary of
NTZDC and is domiciled in Kenya. The principal activity of KTF is lo process green leaf tea to CTC tea for auction and local sales.

t(b) Statement of compliance and basis of preparation
The financial statements have been prepared on a historical cost basis. The preparation of flnancial stalements in conformity with
lnternalional Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. lt also requires
management to exercise judgement in the process of applying the entity's accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is the functional and reporlang currency of
Kipchabo Tea Factory.
The financial statements have been prepared in accordance with the PFM Act, the State Corporations Act, and lnternational
Financial Reporting Slandards (IFRS). The accounling policies adopted have been consistently applied to all the years presented.

I (c) Application of New and Revised lnternational Flnancial Reporting Standards (IFRS)

New and amended slandards and interpretations in issue and effective in the yeer ended 30 June 2024

Appllcation of New and Revlsed lntornatlonal Flnanclal Reportlng Standards (IFRS)

ii. New and amandod slandards and inteerctalions in issue bul nol yot eftective in the year ended 30 June 2024

(iii) Early adoption of standards
Gatitu Tea Factory did nol early adopt any new or amended standard in the financial year

1. Summary of Accounting Policios
(a) State m e nt of c o m p I i a n ce and basis of DreDaration
The financial statements have been prepared on a historical cost basis. The preparation of financial statements in conformity
with lnternational Financial Reporting Standards (IFRS)allows the use of estimates and assumptions. lt also requires
management to exercise judgement in the process of applying the entity's accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is the functionaland reporting currency
of Gatitu Tea Factory.
The flnancial statements have been prepared in accordance with lhe PFM Act, the State Corporations Act, and lnternational

Title Description Effective Date

Amendments to IAS 1 titled

Classification of Liabilities as

Current or Non-cunent (issued in

January 2020, amendod in Oclober

2022\

) amendments, applicable to annual periods beginning on or after 1st

Ja uary 2024, clatify a criterion in IAS 1 for classirying a liability as

non-currenl: lhe requirement for an entity to have the right to defer

setllemenl ofthe liability for at least 12 months after the reporting

period

fhe amendmenls are effective for annual

periods beginning on or after January 1

2024. Ea iet ap?lication rs permined.

,mendment to IFRS 16 titled Lease

Lrabilrty in a Sale and Leaseback

(issued in September 2022)

e amendmenl, applicable to annual periods beginning on or after 1st

Jar.uary 2024, requires a seller-lessee to subsequently measure

lease liabiliti€s arising from a leaseback in a way that it does not

recognise any amount of the gain or loss.

fhe amendmenls are eflective for annual

periods beginning on or after January 1

2024. ear$et application is permitted.

endments to IAS 1 titled Non-currenl

Liabilities with Covenants (issued in

October 2022)

) amendmenls, applicable lo annual periods beginning on or after 1st

January 2024, improve the information an entily provides about

liabilities arising from loan arrangements for which an entity's right

to defer settlement of those liabilities for at least twelve months

after the reporting pedod is subject to the entity complying with

conditions specified in th€ loan arrangement.

fhe amendments are effective for annual

periods beginnrng on or after January '1

2024. Eatiet applicalion is permitted.

Title Description Eftective Date

tS 18 Presentation and Disclosure in

Financial slatements

The objective of IFRS 18 is to set out requirements for lhe

presentalion and disclosure of information in general purpose

flnancial statemenls (l'inancial statemenls) lo help ensure they

provide relevant information that faithfully represents an entity's

assets, liabilities. equity. income and expenses.

The new standard is effective for annual

periods beginning on or after January 1

2027. Earliet application is permitted.

6
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(b) Revenue Recoqnition
Revenue represents the fair value ofthe consideration received or receivable for sales ofgoods and Services and is stated net

of value-added tax (VAT), rebates and discounts and aftereliminating sales Within the Group. Revenue is recognised as
follows:
(i) Sales ofgoods are recognised when significant risk and rewards ofownership have been transferred to the buyer, recovery

of lhe consideration is probable, the associated costs and possible return of goods can be estimated reliably and when there

is no continuing management involvement, and the amount of revenue can be measured reliably.
(ii) Sales ofservices are recognised in the period in which the services are rendered by reference tothecompletion ofspecific
lransactions assessed on the basis of actual service provided as a proportion of total services to be provided. Sales revenue

can only be recognised when the associated costscan be estimated reliably, and the amountof revenue can beestimated
reliably.

(c) Prooeiv Plant &Eouipment
Property, plant and equipment are measured at cost or revalued amounts less accumulated depreciation and any impairment

losses. Cost includes expenditures that are directly attributable to the acquisition ofthe asset.

Gains and losses on disposal of items of property, plant and equipment are determined by comparing the proceeds from the

disposal with the net carrying amount of the items and are recognised in profit or loss in the income statement.

(d) DeDreciation and impairment of propertv, plant and eouipment
Depreciation is calculated on a straight{re basis, at annual rates estimated to write-off the assets over their expected useful

lives.
The annual depreciation rates in use are: -
Buildings 2o/o EquiPment 25o/o

Machinery 6.65% Computers & Accessories 33.33%
Furniture & Fixtures 12.5o/o Motor Vehicles 20o

0 nd otherreceivable
Trade and other receivables are recognized atfairvalues less allowances forany uncollectible amounts. These are assessed for

impairment on a continuing basis. An estimate is made of doubtful receivables based on a review of all outstanding amounts

atthe yearend. Bad debts arewritten off afler allefforts at recovery have been exhausted. No provisions for bad debts are
made if all debts are concluded to be collectible after assessment.

@) Accrued exDenses - specl'fic and oeneral Drovisions

Provision is made for specific and general expenses incurred during the accountlng period but where invoices have not been

received. The expenses arecharged in the accounting period in the yearthey are incurred and nol necessarilywhen they
were paid. General expenses are measured only using substantial degree of estimation.

(h) Financial risk manaoemenl
The Company's activities expose it to a variety offinancial risks: market risk (including foreign exchange nsk, interest rate risk

and price risk), credit risk, liquidity risk and operational risk. The board has come up with policies for mitigating risks where its

implementation is reviewed on quarterly basis.

(i) Related Pa dlsc/osures

The company is involved in processing of green leaf tea some of it delivered by the parent corporation (Nyayo Tea Zones)

(j) Trade and other Pavables
payables are obligations to pay for goods and services lhat have been acquired in the ordinary course of business from suppliers.

Accounts payable are classified as current liabilities if payments is due within one year or less. lf not they are presented as non
current liabilities. Provision is made for specific and general expense incurred during the accounting period but where invoices have
been received .The expenses are charged in the accounting period in the year they are incuned and not necessarily when they were
paid. General expenses are measured only using a substantial degree of estimation.

7

(e) lnventories
Finished Tea and Other inventories are stated at costwhich is determined on weighted average. Cost is determined on the
weighted average cost. Cost comprises expenditure incurred in the normal course of business, including direct material costs,

labour and production overheads, where appropriate, that have been incurred in bringing the stocks to their presenl location

and condition. Net realisablevalue isthe priceatwhichthe inventory can be realised in the normalcourseof business after
allowing for costs of realisation. Consumable stores are stated m FIFO basis less provisions for obsolescence, slow moving
and defective stocks.
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( xl cesb-a@-QesbEsa@leols
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.

2 (o) Revenue
Sole of Finished Teo

2 (b) Cost ol Soles

Opening Stock

Green Leof lnloke
Other foclory operoting expenses
Molor Vehicle & Lubriconls
Eleclricity
Foctory running expenses

Fuelwood
Monufocturing Lobour
Tronsport of finished ieo
Worehousing
Brokeroge ond Cotologue fee
Less Closing Stock

2 (c) Adminlskotive Expenses

Adverlising Morketing & Publicily
Bonk chorges
lnsuronce
Oiher odministrotive expenses

2 (d) Other Operollng expenses
Light & woter
Repoirs & Moinlenonce
Securily
Depreciolion

2 (e) Employmenl Expenses

Solories ond Woges
House Allowonce
Leove Allowonce
Commuler ond other Allowonces

202312024

Kshs

622.372.278

2022/2023
Kshs

428,788,498

622,372,278 428,788.498

5t , r 89,205

453,493,9 69

12.421 .331

I 5.41 3, I 9l
25,967,O05

r0.051.55r

r 6,809. r 70

12.279,O10

6.444,963

4,563,O28

4,554.050

(59.807.073)

336,335,521

I 1,999,853

4.969,147

24,287 ,7 43

10.664,092

r 7,025, 130

12,799,945

4,621 ,307

3,586.639

3,198.177
(5r.r89,20s)

553.519.400

NB: cosl ossocioled wlth opening/closing slocks hos been odjusted lo specilic cost componenl
378,2?9,34?

87,000

221,340

1,616,726

9,337,889

11,262.955 47 ,921 ,127

55.368

2,238.948

37,627,837

39.000

2,525,914

36,60r,023

39 ,922,154 39.1 65.937

7,546,907

I . t56,800

282,556

2,197,280

8.330,378

| . t 25.900

121 .173
t.257,000

B

(tLEslsell\Ieradbn
The original budget information for FY 2023-2024 was approved by the National Treasury on 30rh June 2023.Subsequent revisions or
additional appropriations are made to the approved budget in accordance with specific approvals from the National Treasury. The
additional appropriations are added to the original budget by the corporation upon receiving the respective approvals in order to
conclude the final budget. During the year the corporation did not request for additional appropriation on lhe 2023-2024 budget.

5,232,0s7

254,081

2,367,577

40,067,412
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Medicol Expense

Sociol Securily Expense

Iolol Employmenl Expenses

2 (g) Other income
lnteresl lncome
Exchonge Goin/ (Loss)

13.648.8s4

2,249.310

2r6.00t 97 .840

10.?32.2?1

20,897

8,802.771

8,823.658

(1 ,s78,2241

26.27 6

(1.551,949)

9



Gatitu Tea Factory Limited
Annual Report and Financial Statements
For the year ended June 30, 2024

zo23 2024

Note 3

Factory
Machinery

Kshs

Equipment

Kshs

1,295,998

556,775

Computers &
Accessories

Kshs

2,3t4,592

2,011,549

Motor Vehicles

Kshs

2,900,000

Total

Kshs

L,256,L77,700

9,7t9,698
7,O37,792,360

5,652,507

210,505,590

1,422,867

t,157,959

75,999

L,O43,444,857 21L,929,558 |,441,958 1,857,773 4,326,242 2,900,000 t,265,897,397

Cost

As at lst.lul 2023

Additions

30th June 2024

Acum Deprn lst Jul 2023

Charge for the yea r

30th June 2024

Net Book Value

30th June 2024

20,755,847

20,868,897

13,998,595

14,093,316

170,995

180,495

324,000

463,193

77t,487

1,447,936

580,000

580,000

3 5,501,023

37 ,627 ,837

4t,624,7 45 28,092,011 351,490 787,L93 2,2L3,423 1,150,000 7 4,228,861

7,007,820,L71 t8t,837,547 7,092,468 1,055,580 2,LL2,818 t,740,ooo 1,191,658,537

2022 2023

L,037,792,360 210,505,590 7,367,959 1,29 5,998 2,314,692 2,900,000 1,256,777,700

1,037,792,360 210,506,690 1,367,959 t,295,998 2,314,692 2,900,000 L,256,t77,700

Cost

As at 1st Jul 2022

Additions

30th June 2022

Acum Deprn lst Jul 2022

Charge for the year

30th June 2023

Net Book Value

30th June 2023

20,755,847 13,998,59 5 770,995 324,000 7 7 t,487 580,000 36,601,023

20,755,847 13,998,695 170,995 324,000 77L,487 580,000 35,501,023

1,017,036,513 19 6,507,9 9 5 1,L96,964 971,999 |,s43,205 2,320,000 !,219,s76,676

Factory Buildings

Kshs

Furniture &
Fixtures

Ksh s

10
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4. lnvenlorles

Finished Teo

Fuelwood ot Golilu foctory

Olher lnvenlories

5. Co3h & Cosh Equivolents

KCB Current Accounl
CFC Stonbic Bonk

Cosh in hond

KCB Fixed Deposil

202312024

l(shs

202212023

Kshs

77 ,333.162 64.186,894

1 ,467.010

5,812

5,00 r

3, r 00,000

17 .846,611

I 5.588

7.447

3.I 00.000

4.577.823 20,9 69 ,647

6. Irode Xeceivobles

Trode Debtors

Other Debtors

46.971.169

4,857 .427

19,7 47 .632

4.09 4,9@

Nyoyo Teo Zones Devl. Corporolion - Advonces

7. Trode ond olher Poyobles

Trode Poyobles

Green leof Credilors - Nyoyo leo zones

Poyroll Creditors

Accruols

8. Shoreholders Funds

Authorised No. of Shores - 5.000 Shores

Type of Shores - Ordinory Shores

Por volue per Shore Ksh. 20 eoch

volue of subscribed Shores - Ksh 100,000

Shore Premium

Revenue Reserves

Profit / (Loss) Ior lhe yeor

5r.828.597 23.842,531

16.326.962

92,778,951

2s.009.3s6

t68, t03

14.612.729

112,567 .9 45

12.737.295

134.243,372 139 ,917 ,9 69

100.000

1 .227 .264 .31 I

2.466.966

100.000

1.227.264.318

(38,706.s3e)

1 .229 .831 .244 I . ! 88.657.780

11

59,807 .073

3.269.I l5
1 4,256,97 4

5 r .189.205

3.431.402

9.566.288
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22. APPENDIX l: IMPLEMENTATION STATUS AUDITOR'GENERAL PRIOR YEAR
RECOMMENDATIONS
The following is a summary of issues raised by the external auditor and management comments that were provided to the auditor.

We have nominated focal persons lo resolve the various issues as shown below with the associated time frame which we expect the

issues to be resolved
Referenc
e No. on
the
external
audit
Report

lssue/Observatio
n from auditor

Focal point
person to
resolve the
issue (rvame &
Designalion)

Status:
(Resolved/Not
Resolved)

Timeframe: (Put a date when
you expect the issue to be
resolved)

Under colleclion of
revenue

The drop in the targeted
revenue was caused by a
drop of green leaf from the
catchment areas. The drop
was mainly as a result of
adverse weather conditions
in the month of January
2023 to March 2023 which
not anticipated to be that
severe. Poor prices at the
auction and effects of weak
Kenya Shillings compared
to the US Doller

Mr. Chades
Mucheke -
ConseNation
s Services.

The issue was noted
and even though we
cannot control the
weather pattern,
precaution measures
have been put in place
like fertilizer
application on time to
boost production and
reduce adverse
weather effects.

This is a continues process

1.2
Budget
allocation

Under absorption
of budgetary
allocalion.

The under utilization of
budgetary allocation was
mainly occasioned by
reduclion of green leaf
hence reduction of
operating costs relating lo
green leaf intake and costs
relating to made tea. The
olher costs relates to staff
costs. The Management
had budgeted for a higher
number of staff than was
actually employed.

Mr- Samuel
Njire, Director
of Finance
and Accounts

The Management has
put up measures to
ensure the budgeted
amount are as close
as possible to the
actual costs. The HR
instruments were fully
approved in February
2024 and authority to
recruit in order to
replace the staff who
have lefl was
requested in
September 2024

Action has been taken that will
enable the Management to
come up with more accurate
budgeted amounts.

2.0
Going
Concern

The current assts
during the year
was
kshs.'108,999,072
against current
liabilities of
Kshs.139,917,969
resulting to a
negative working
capital of
Ksh.30,918,897
and a loss of
Kshs.38,706,539.

The factory commence ils
operations in March 2022
and 202212023 financial
year was year (1 ) one of
operation hence overheads
and initial operating costs
were high. This affecting the
profitability and liquidity of
the company

Mr. Peter
Korir,
Managing
Director

The Management has
put in place measures
to improve the matter.
The aim is to have
current asset more
lhan the current
liabilities, improve on
negative working
capital and to ensure
the factory makes
profit.

The ratio of cunent assets lo
current liabilities has improved
and the company has recorded
a profit in lhe yea( 202312024.

William K. Togom
Ag. Chief Executive Officer

lt
oate...L1..l I ?4.LA.L*.
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Management Comments
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Budgetar
y Control
and
performa
nce
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23. APPENDIX II: PROJECTS IMPLEMENTED DURING THE YEAR

ruring the year under review, Gatitu Tea Factory Ltd did not implement any new projects. However, Gatitu Tea Factory
-td concentrated in completion of existing projects notably the water intake project.

William K. Togom
Ag. Chief Executive Officer
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