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Report of the directors

The directors present their report together with the audited financial statements for the year ended
31 March 2008.

Principal activity

The company is principally engaged in blending, packing and the sale of tea, and operates within the United
Kingdom. :

Business review

EBITDA for the year was £1,290,135 (2007: £2,060,392) with a net loss for the year of £10,318,418
{2007 £6,020,852). The net loss includes a charge of £1,529,377 in respect of derivative financial
instruments and a loss of £934,458 on the translation of foreign currency loans, as disclosed in note 2 to
the accounts. Net Sales and EBITIDA are lower than the previous year, reflecting the reduction in lower
margin business in the overall mix given the operational diseconomies of producing this volume, whereas
total gross margin has improved as a result. Notwithstanding this loss and the deficit in reserves, these
financial statements have been prepared under the principles of going concern. The Directors consider the
continued support of the banks and shareholders to be adequate for this basis to be used.

The Company is one of the largest blenders and packers of tea in the United Kingdom selling a range of
Branded and Customer Own Brand products. The Company also exports to more than 40 markets. Apart
from the Typhoo brand, the Company also has a stable of other well known brands including Ridgways,
Lift, Heath & Heather, London Fruit & Herb and Red Mountain instant coffee. -

Blending and packing operations are based in Moreton in the Wirral where the average number of
employees in the year were 363. '

Since acquisition by the Apeejay Surrendra Group in October 2005 a number of changes were required to
provide a standalone footing from the previous parent company to provide operational capability and
capacity. This included a new IT system which became fully operational during the year and has already.
delivered process improvements and cost savings. Key personnel roles have also now been filled enabling
the organisation to deliver the strategy to move the business forward.

The benefits of Group tea buying expertise, reduced packaging costs and improving factory efficiencies
provided cost benefits during the year and will continue to deliver savings in the year ahead.

Commensurate levels of consumer and customer marketing spend were invested in the context of a
continuing competitive market. This investment delivered strong results year-on-year with total UK
branded market share growing by 8%* Our international business grew by 14% year-on-year with the
appointment of new distributors. ' :

Qutlook

We anticipate that levels of competitive activity in 2009/2010 will remain as high as the year just past. In
line with our strategy, we will invest in relevant sales and marketing support to grow our brands and we will
‘continue working closely with our Own Brand customers to ensure they have a competitive offering.

There are clear indications that the price of raw tea will rise significantly over the coming fiscal year
reflecting shortages in African supply and increasing consumption on the Indian sub-continent. Qur further
challenge therefore will be to manage margins in this context. Cost reduction will continue which will
deliver further savings in 2008/09.

*Source: IRL. 52 weeks to March 2008 compared to previous 12 months.
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Report of the directors

In summary, the markert share growth achieved in 2007/08 and the reduced cost base provides a strong
platform upon which to compete in 2008/09.

Strategy

The Company remains dedicated to:
e Brand growth through rigorous consumer focus
e Delivering value to our customer fixtures through Own Brand supply
e Delivering efficiency improvements throughout the year

Operational Review

Net Sales: £000

2007 / 2008 2006 / 2007
Total 156,696 171,293
Excluding low margin business £52,688 ' £55,326

Net sales were down on the preceding year reflecting the reduction in lower margin business in the overall
mix given the operational diseconomies of producing this volume. The following should also, be noted;

¢ Excluding low margin business, actual volumes increased by almost 2% year-on-year

¢ Notwithstanding the fact that volumes were up, competitive pressures required additional

promotional investment which reduced net sales, excluding low margin business, from £55.3m to
£52.7m.

With the reduction in low margin business, overall gross margin improved from 9.0% in 06/07 to 9.5%.
Also contributing to gross margin improvement were cost savings in raw tea and packaging, improved
factory efficiencies and the full year impact of a price increase in the previous year.

We have grown our market share during the fiscal year through a programme of consurmner and customer
actvities. Typhoo was re-launched with a new TV commercial, pack design and associated consumer
activities and we have sought to offer consumers value with a programme of promotional offers through
our customers. Total company volume share grew by 8%* as a result. We have worked closely with our
customers to develop their Own Brands resulting in numerous category building and profit growth
initatives. - .

Cost reduction is an on-going focus for the business. Packaging cost savings and improved factory
efficiencies have been achieved. Additionally, headcount has reduced through restructuring and we
anticipate further cost savings in the year ahead.

Key tisks and uncertainties

The duectors confirm that there is an ongoing process for ldermfymg, evaluating and managing risks faced
by the company.

The key risks faced by the company are movements in raw tea prices, foreign exchange movements and
interest rate movements. The increases in tea prices during the year have led to pressure on margins as
management try to secure price increases with key customers. These pressures are expected to continue in
the foreseeable future as discussed in the outlook section above.

*Source: IRL 52 weeks to March 2008 compared to previous 12 months.
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Report of the directors

As a result of the financial instruments in place, movements in foreign exchange rates and interest rates
have a significant impact on the company.

KPIs

The business applies key performance indicators to monitor and benchmark performance as follows.

2008 2007
Gross Margm % to revenue 9.5% 9.0%
Customer Service | 99.07% 97.7%
Head Count (based on year end figures) 3 362

Yeat-on-year margin unprovement reflects the reduction in low margin business, pnrne cost improvements

and the full year benefit of price increases in the previous year. The customer service improvement resulted
from continuous process improvement and close customer liaison. Restructuring has enabled reduced
headcount.

Last year we commented on our Quality Assurance Programme (QAP). The programme, which
commenced in 1992, is dedicated to developing ethical awareness and improving working and
environmental conditions on the estates from which we purchase out tea. Since 1998 wé have formally
adopted the Ethical Trading Initiative (ETI) standards for ethics and labour practices and in 2007 became
one of the first companies to be audited by the ETT. This audit endorsed our transparency and dedication
to continuous improvernent.

The continuing drive to recycle has reduced waste sent to landfill by 64% over the past 3-years.
Risk management objectives and policies

Typhoo Tea Limited is exposed to a variety of financial risks which result from both its operating and
financing actvities. The company's risk management is coordinated at its headquarters, in close
cooperation with the board of directors, and focuses on actively securing the company's short to medium
term cash flows by minimising the exposure to financial markets.

Typhoo Tea Limited does not actively engage in the trading of financial assets fot speculative purposes nor
does it write options. The most s1gmﬁcant risks to which the company is exposed to are described below
and in note 16 of the financial statements.

Credit risk

Generally, the maximum credit risk exposure of financial assets is the carrying amount of the financial
assets as shown on the face of the balance sheet (or in the detailed analysis provided in the notes to the
financial statements). Credit risk, therefore, is only disclosed in circumstances where the maximurn
potenttal loss differs significantly from the financial asset's carrying amount.

The company is exposed to concentrations of credit risk, due to the high volume of trading with specific
customers. This exposure is primarily with blue chip customers and is reviewed on a daily basis with the
monitoring of outstanding debts.
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Report of the directors

Cash flow and fair value interest rate risks

The company's general borrowing facilities are managed by the use of floating rates of interest. Interest
rates and cash flow forecasts are monitored regularly by the directors with a view to converting some
borrowing to fixed rate if necessary. ‘

Currency risk

The company purchases tea in US dollars, which gives rise to currency risk. The company policy is to
manage this risk by foreign currency borrowing and forward currency contracts. The company manages
the risk of foreign currency borrowings using derivative financial instruments.

Directors

The membership of the board at 31 March 2008 is set out below. QOther than as stated all directors served
throughout the year. '

P Paul

D Atal

K Paul - Chairman

N Bonneywell - resigned 31 December 2007
M Banfield

N Ahmed - Vice Chairman

M McBrien

M Tapal

F Ahmed

A Soans .- appointed 31 December 2007

Statement of directors’ responsibilities

The directors are responsible for preparing the Report of the directors and the financial statements in
accordance with applicable law and regulations. :

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare financial statements in accordance with International Financial
Reporting Standards as adopted by the European Union (IFRSs). The finandial statements are required by
law to give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that petiod. In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgments and estimates that are reasonable and prudent;
. state whether applicable [FRSs have been followed, subject to any material departures disclosed

and explained in the financial statements;

prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.
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Repott of the directors

Statement of directors' responsibilities {continued)

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the company and enable them to ensure that the financial statements
comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

In so far as the directors are aware:
. there is no relevant audit information of which the company's auditors are unaware; and
. the directors have taken all sieps that they cught to have taken to make themselves aware of any

relevant audit information and to establish that the auditors are aware of that information.
Auditors :

A resolution to re-appoint Grant Thornton UK LLP a5 auditor for the ensuing year will be proposed at the
annual general meeting in accordance with section 385 of The Companies Act 1985.

ON BEHALF OF THE BOARD

M Banfield
20 March 2009



@ Grant Thornton

Report of the independent auditor to the directors of
Typhoo Tea Limited

_ We have audited the financial statements of Typhoo Tea Limited for the year ended 31 March 2008 which
comprise the principal accounting policies, the income statement, the statement of changes in equity, the
balance sheet, the cash flow statement and notes 1 to 32. These financial statements have been prepared
under the accounting policies set out therein.

This report 1s made solely to the company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985. Qur audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditors' report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit wotk, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the Report of the directors and the financial statements in
accordance with United Kingdom law and International Financial Reporting Standards (IFRSs) as adopted
by the European Union are set out in the Statement of Directors' Responsibilites.

Qur responsibility is to audit the financial staternents in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and whether
the financial statements have been properly prepared in accordance with the Companies Act 1985. We also
report to you whether, in our opinion, the information given in the Report of the directors is consistent
with the financial statements.

In addition we report to you if, in our opinion, the company has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or if information specified
by law regarding directors’ remuneration and other transactions is not disclosed.

We read the Report of the directors consider the implications for our report if we become aware of any
apparent misstaternents within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the prcparation of the financial statements, and of
whether the accounting policies are appropnate to the company's circumstances, consistently applied and
adequately disclosed.
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Report of the independent auditor to the directors of
Typhoo Tea Limited

Basis of audit opinion (continued)

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

Opinion
In our opinion:

. the financial statements give a true and fair view, in accordance with IFRSs as adopted by the
European Union as applied in accordance with the provisions of the Companies Act 1985, of
the state of the company's affairs as at 31 March 2008 and of its loss for the year ended;

= the financial statements have been propetly prepared in accordance with the Companies Act
1985, and
. the information given in the Report of the directors is consistent with the financial statements.

G[w /lhaf'\km TITS LLp‘

GRANT THORNTON UK LLP
REGISTERED AUDITORS
LIVERPOOL

20 March 2009
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Principal accounting policies

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards issued by the International Accounting Standards Board (IASB} as adopted by the European
Union and with those parts of the Companies Act 1985 applicable to companies preparing their accourits
under IFRSs as adopted by the European Union.

The financial statements have been prepared under the historical cost convention, except that they have
been modified to include the revaluation of certain non-current assets and financial liabilities. The
measurement basis and principal accounting policies of the company are set out below and remain
unchanged from the previous period.

Going concern

Notwithstanding the deficiency in reserves and the loss incurred in the year, these financial statements have
been prepared under the principles of going concern. The directors consider the continued support of the
banks and shareholders to be adequate for this basis to be used.

The shareholders have provided support to the business and have confirmed that this support will not be
withdrawn for the foreseeable future. It is expected that further investment will be required over the next
three years, and the shareholders have confirmed that they will provide this as required. The loans are due
for final repayment in 2012 and 2013 respectively and the company is trading within the terms of these
loans and have met all the repayment and interest payments to date. During the year the company did
breach a loan covenant. Therefore the relevant loans are disclosed as due in less than one year. The
covenant breach has been discussed with the bank post year end with no impact on the loan repayment
terms,

Change in accounting policies
Overall considerations

Typhoo Tea Limited have adopted for the first time IFRS 7 Financial Instcument: Disclosures in its 2008

" hinancial statements. The standard has been applied retrospectively, ie with amendments to the 2007
accounts and their presentation. The 2007 comparatives contained in these financial statements therefore
differ from those published in the financial statements for the year ended 31 March 2007.

Other standards or interpretations relevant for IFRS financial statements did not become effective during
the current financial year.

Significant effects on current, prior or future periods arising from the first time application of the standatds
listed above in respect of presentation, recogniton and measurement of accounts are described in the
following notes. An overview of standards and interpretations that will become mandatory for Typhoo Tea
Limited in future periods is given in the following accounting policies.
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Principal accounting policies

Adoption of IFRS 7 Financial instruments: Disclosures

IFRS 7 Financial Instruments: Disclosures is mandatory for reporting periods beginning on 1 January 2007
or later. The new standard replaces and amends disclosure requirements previously set out in TAS 32

~ Finandal Instruments: Presentation and Disclosures. All disclosures relating to financial instraments
including all comparative information have been updated to reflect the new requj.tements In partcular,
Typhoo Tea Limited's financial staterments now feature:

" a sensitivity analysis, to explain the company's market risk exposure in regards to its financial
instruments, and

. a maturity analysis that shows the remaining contractual maturities of financial liabilities,

each as at the balance sheet date. The first time application of IFRS 7, however, has not resulted in any
prior period adjustments of cash flows, net income o balance sheet line items.

Consolidation

The directors consider that the subsldlary undertakmgs of the company taken together are not material and
therefore consolidated financial statements are not required.

Revenue - sale of goods

Revenue is the value of sales after deduction of sales rebates, discounts, Value Added Tax and other taxes
directly attributable to turnover. Sales are recognised upon receipt of confirmation that the goods shipped
have been accepted by the customer, where the sales price is fixed and collectability is reasonably assured.
Shipping and handling costs are included in selling and distribution costs.

Sales rebates and discounts

Sales rebates and discounts reserves are established based on the agreements in place and management's
best estimate of the amounts necessary to meet claims by the company's customers in respect of these
discounts and rebates. The provision is tmade at the time of sale and released, if unutilised, after assessment
that the likelihood of such a claim being made has become remote.

Assets acquired as part of a business combination

In accordance with IFRS 3 Business Combinations, an intangible asset acquired in a business combination
is deemed to have a cost to the company of it's fair value at the acquisition date. The fair value of the
intangible asset reflects market expectations about the probability that the furure economic benefits
embodied in the asset will flow to the company. Where an intangible asset might be separable, but only
together with a related tangible or intangible asset, the group of assets 1s recognised as a single asset
separately from goodwill where the individual fair values of the assets in the group are not reliably
measurable. Where the individual fair values of the complimentary assets are reliably measurable, the
company recognises them as a single asset provided the individual assets have similar useful lives.
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Principal accounting policies

Goodwill

Goodwill represents the excess of the cost of 2 business combination over the fair value of identifiable
assets, liabilities and contingent liabilities acquired.

Goodwill is capitalised at cost as an intangible asset and reviewed annually for impairment. Goodwill is
carried at cost less accumulated impairment losses, with all impairment costs being chatged to the income
statement.

Whete the fair value of identifiable assets, liabilities and contingent liabilities exceed the fair value of
consideration paid, the excess is credited in full to the income statement.

Externally acquired intangible assets
Brands, trademarks and domain names

Intangible assets acquired as part of a business combination are jnitially recognised as shown below and
subsequently reviewed at least annually for impairment or whenever events or changes in circumstances
indicate that their carrying amount may not be recoverable. Where the carrying value of an asset exceeds irs
recoverable amount (e the higher of value in use and fair value less costs to sell), the asset is written down
accordingly, and charged to administration expenses.

The significant intangibles recognised by the company, their useful economic lives and the methods used to
determine the cost of intangibles acquired in a business combination are as follows:

Contractual relationships

Contractual relationships are initially recognised at fair value and subsequently net of amortisation and any
provision for impairment.

Amortisation is calculated to write down the valuation of contractual relationships by equal annual
instalments or their estimated useful economic lives. The periods of amortisation are determined based on
the expected term of the contract.

Intangible asset Useful economic life ~ Valuation method
Trademarks Indefinite Multiple of estimated revenues profits
Contractual relationships Term of contract Estimated discounted cash flow

Domain names Indefinite Market value
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Principal accounting policies

Property, plant and equipment
Property, plant and equipment are initially recognised at cost.

Frechold land i$ not depreciated. Freehold land and buildings are subsequendy carried at fair value, based
on periodic valuatuons by a professionally qualified valuer. Any revaluation surplus is credited to the
revaluation reserve in equity, unless the carrying amount has previously suffered a revaluation decrease or
impairment loss. To the extent that any decrease has previously been recognised in the income statement, a
revaluation increase is recognised in the income statement with the remaining increase charged to equity.

Downward revaluations are recognised upon appraisal or impairment testing, with the decrease being
charged against any revaluation surplus in equity relating to this asset and any remaining decrease
recognised in the income statement. ) |

An appropnate transfer is made from the revaluation reserve to the profit and loss reserve when freehold \
land and buildings are expensed through the income staternent (eg through depreciation, impaiement or ‘
sale). ' : :

Antiques are not depreciated. Antiques are subsequently carried at fair value, based on periodic valuations
by a professionally qualified valuer. An appropriate transfer is made from the revaluation reserve to the
profit and loss reserve when antiques are expensed through the income statement {eg through depreciation,
tmpairment or sale).

All other items of property, plant and equipment are carried at depreciated cost.
Depreciation

Depreciation is provided on all other items of property, plant and equipment and the effect is to write off
the carrying value of items by equal instalments over their expected useful economic lives. It is applied at
the following rates.

Freehold buildings 40 years

Plant & machinery Up to 10 years
Freehold improvements Up to 20 years

Material residual value estimates are updated as required, but at least annually, whether or not the asset is
revalued.

Impairment of non-financial assets

Impairment tests on goodwill and other intangible assets with indefinite useful economic lives are
undertaken annually on 31 March. Other non-financial assets are subject to impairment tests whenever
events or changes in circumstances indicate that their carrying amount may not be recoverable. Where the
carrying value of an asset exceeds its recoverable amount (ie the higher of value in use and fair value less

. costs to sell), the asset is written down accordingly.



Typhoo Tea Limited
Financial statements for the year ended 31 March 2008 15

Principal accounting policies

Impairment of non-financial assets (continued)

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is
carried out on the asset’s cash-generating unit (ie the lowest group of assets in which the asset belongs for
which there are separately identifiable cash flows). Goodwill is allocated on initial recognition to each of
the company's cash-generating units that are expected to benefit from the synergies of the combination
giving rise to the goodwill.

An impairment loss is recognised for the amount by which the assets or cash generating units carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of fair value, reflecting
market conditions less costs to sell, and value in use based on an internal discounted cash flow evaluation.
Impairment losses recognised for cash generating units, to which goodwill has been allocated, are credited
initially to the carrying amount of goodwill. Any remaining impairment loss is charged pro rata to the other
assets in the cash generating unit. With the exception of goodwill, all assets are subsequently reassessed for
indications that an imnpairment loss previously recogtised may no longer exist.

Impairment charges are included in the administrative expenses line item in the income statement, except to
the extent they reverse gains previously recognised in the statement of recognised income and expense.

Leased assets

Where substantially all of the risks and rewards incidental to ownership are retained by the lessor
(an "operating lease"), the total rentals payable under the lease are charged to the income statement on a
straight-line basis over the lease term.

In accordance with IAS 17, the economic ownership of a leased asset is transferred to the lessee if the
lessee bears substantially all the risks and rewards related to the ownership of the leased asset. The related
asset is recognised at the time of inception of the lease at the fair value of the leased asset, or, if lower, the
present value of the minimum lease payments plus incidental payments, if any, to be borne by the lessee. A
corresponding amount is recognised as a finance leasing liability.

The interest element of leasing payments represents a constant proportion of the capital balance
outstanding and is charged to the income statement over the petiod of the lease.

All other leases are regarded as operating leases and the payments made under them are charged to the
income statement on a straight line basis over the lease term. Lease incentives are spread over the term of
the lease.

Inventories

Inventories are valued at the lower of cost and net realisable value. No interest is included but, where
appropriate, cost includes materials, direct labour, production and other attributable overhead expenses.
Cost is calculated on a first-in-first-out basis by reference to the invoiced value of supplies and attributable
costs of bringing stock to its present location and conditon.
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Principal accounting policies

Taxation
Current tax is the tax currently payable based on taxable profit for the year.

Deferred income taxes are calculated using the liability method on temporary differences. Deferred tax is
generally provided on the difference between the carrying amounts of assets and liabilities and their tax
bases. However, deferred tax is not provided on the initial recognition of goodwill, nor on the initial
recogmtion of an asset or liability unless the related transaction is a business combination or affects tax or
accounting profit. Deferred tax on temporary differences associated with shares in subsidiaries and joint
ventures is not provided if reversal of these temporary differences can be controlled by the company and it
is probable that reversal will not occur in the foreseeable future. In addition tax losses available to be
carried forward as well as other income tax credits to the company are assessed for recognition as deferred
tax assets. '

Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to the
extent that it is probable that the underlying deductible temporary differences will be able to be offset
against future taxable income. Current and deferred tax assets and liabilities are calculated at tax rates that
are expected to apply to their respective period of realisation, provided they are enacted or substantively
enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are recognised as a component of tax expense in the income
statement, except where they relate to items that are charged or credited directly to equity (such as the
revaluation of land) in which case the related deferred tax is also charged or credited direcdy to equity.

Financial assets

Financial assets are divided into the following categories: loans and receivables or financial assets at fair
value through profit or loss. Financial assets are assigned to the different categories by management on
initial recognition, depending on the purpose for which they were acquired. The designation of financial
assets is re-evaluated at every reporting date at which a choice of classification or accounting treatment is
available.

All financial assets are recognised when the company becomes a party to the contractual provisions of the
instrument. Financial assets other than those categorised as at fair value through profit or loss are
recognised at fair value plus transaction costs. Financial assets categorised as at fair value through profit or
loss are recognised initially at fair value with transaction costs expenses through the income statement.

Financial assets at fair value through profit or loss include financial assets that are either classified as held
for trading or are designated by the entity as at fair value through profit or loss upon initial tecognition.
Subsequent to initial recognidon, the financial assets included in this category are measured at fair value
with changes in fair value recognised in the income statement. Financial assets originally designated as
financial assets at fair value through profit or loss may not be reclassified subsequently.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Trade receivables are classified as loans and receivables. Loans and receivables
are measured subsequent to initial recognition at amortised cost using the effective interest method, less
provision for impairment. Any change in their value through impairment or reversal of impairment is
recognised in the income statement.
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Principal accounting policies

Financial assets {continued)

Proviston against trade recetvables is made when there is objective evidence that the company will not be
able to collect all amounts due to it in accordance with the original terms of those receivables. The amount
of the write-down is determined as the difference between the asset’s carrying amount and the present value
of estimated future cash flows.

An assessment for tmpairment is undertaken at least at each balance sheet date. ;

A financial asset is derecognised only where the contractual rights to the cash flows from the asset expire or
the financial asset is transfertred and that transfer qualifies for derecognition. A financial asset is transferred
if the contractual rights to receive the cash flows of the asset have been transferred or the company retains
the contractual rights to receive the cash flows of the asset but assumes a contractual obligation to pay the
cash flows to one or more recipients. A financial asset that is transferred qualifies for derecognition if the
company transfers substantially all the risks and rewards of ownership of the asset, or if the company
neither retains nor transfers substantially all the risks and rewards if ownership but does tfansfer control of
that asset.

Generally, Typhoo Tea Limited recognises all financial assets using settlement day accounting. An
assessment of whether a financial asset is impaired is made at least at each reporting date. All income and
expenses relating to financial assets are recognised in the income statemnent line item "finance costs" or
"finance income", respectively.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial recognition these are measured at amortised cost using the
effective interest method, less provision for impairment. Any change in their value is recognised in profit
ot loss. Typhoo Tea Limited's trade and most other receivables fall into this category of financial
instruments. Discounting, however, is omitted where the effect of discounting is immaterial.

Significant receivables are considered for impairment on a case by case basis when they are past due at the
balance sheet date or when objective evidence is received that a specific counterparty will default. All other
receivables are reviewed for impairment in groups, which are determined by reference to the industry and
region of a counterparty and other available features of shared credit risk characteristics, if any. The
percentage of the write down is then based on recent historical counterparty default rates for each identified

. graup.

Financial assets at fair value through profit or loss include financial assets that are either classified as held
for trading or are designated by the entity to be carried at fair value through profit or loss upon initial
recognition. By definition, all derivative financial instruments that do not qualify for hedge accounting fall
into this category. However, no other type of Typhoo Tea Limited's financial instruments currently falls
into this category.

Any gain or loss arising from derivative finandal instruments is based on changes in fair value, which is
determined by direct reference to active market transactions or using a valuation technique where no active
market exists,
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Principal accounting policies

Financial Iiabilities

Financial liabilities are obligations to pay cash or other financial assets and are recognised when the
company becomes a party to the contractual provisions of the instrument. Financial liabilities categorised as
at fair value through profit or loss are recorded initially at fair value, all transaction costs are recognised
immediately in the income staternent. All financial liabilities are recorded initially at fair value, net of direct
issue costs.

Financial liabilities categorised 2s at fair value through profit or loss are remeasured at each reporting date
at fair value, with changes in fair value being recognised in the income statement. Items within this category
relate to derivative financial instruments. All other financial liabilities ate recorded at amortised cost using
the effective interest method. With interest related charges recognised as an expense in finance cost in the
mncome statement, Finance charges, including premiums payable on settlement or redemption and direct
issue costs, are charged to the income statement on an accruals basis using the effective interest method
and are added to the carrying amount of the instrument to the extent that they are not settled in the period
in which they anse. :

A financtal liability is derecognised only when the obligation is extinguished, that is, when the obligation is
discharged or cancelled or expires.

Cash and liquid resources

Short-term cash deposits, which can be called on without any material penalty are included within cash
balances in the balance sheet and cash flow statement.

Equity

Equity comprises the following:

] "Share capital" represents the nominal value of equity shares.

. "Revaluation reserve” represents the excess of the fair value and carrying value of Property,
plant and equipment.

. "Profit-and loss reserve" represents retained profits.

Preference shares that are classified as liabilities are recognised at fair value through profit or loss and are
remeasured at each reporting date. On conversion of these shates into equity shazes, no gain or loss is
recognised, as the new shares are issued at the fair value of the preference shares at the date of
conversion.

Pension costs

Payments to the company's defined contribution schemes are charged to the profit and loss account in the
period in which they are incurred.
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Principal accounting policies

Foreign currency translation

Transactions entered into by the company in a currency other than the currency of the primary economic
environment in which it operates (the "functional currency™) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and Habilities are translated at the rates ruling at the
balance sheet date. Exchange differences arising on the retranslation of unsettled monetary assets and
liabilities are similarly recogmsed immediately in the income statement. The "functional and presentational
currency” of the entity is sterling.

Critical accounting estimates and judgements

In the preparation of the financial statements a number of estimates and assumptions have been made
relating to the reporting of results and the financial condition of the company. Results may differ from
those estimates under different assumptons and conditions. The directors consider that the above
accounting policies address the critical areas of the company. These policies require subjective and
complex judgement. Often as a result of the need to make estimates about matters that are uncertain.
Further mformanon about these estimates and judgements is included in the relevant notes as hsted

Business combinations :  Note 32
Goodwill and impairments : Note 6
Intangibles and impairments : Note 7
L.oans : Notes 14

" Standards anhd interpretations not yet applied by Typhoo Tea Limited

_The following new standards and interpretations, which are yet to become mandatory, have not been
applied in Typhoo Tea Limited's 2008 group financial staternents.

Effectives for in

Standard or reporting periods
interpretation starting on or after
1AS1 Presentation of Financial Statements (revised 2007) 1 January 2009
IAS 23 Borrowing costs (revised 2007) : 1 January 2009
Improvements to Improvements to IFRSs 1 January 2009
IFRSs . other than certain
amendments

. effective 1 July

IFRS 3 . Business Combinations (Revised 2008) 1 July 2009

prospectively for
transfers on or

after 1 July 2009
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Principal accounting policies

Standards and interpretations not yet applied by Typhoo Tea Limited {continued)

Based on Typhoo Tea Limited's current business model and accounting policies, management does not
expect material impacts on Typhoo Tea Limited's company financial statements when the interpretations
become effective.

The possible outcome of applying the revised version of IAS 23 is yet to be determined. Under the new
standard, all borrowing costs that are directly attributable to qualifying assets are to be capitalised. This may
affect the management of assets which are self constructed in the course of Typhoo Tea Limited's ongoing
research and development activities. The company's current accounting policy is to itnmediately expense all
borrowing costs. A change in accounting policies will affect the timing of expense recognition as well as
the presentation of the resulting expenses (interest costs versus amortisation).

Typhoo Tea Limited does not intend to apply any of these pronouncements early.
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Income statement

Revenue

Cost of sales

Gross profit
Administration costs
Operating loss

Finance costs
Finance income

Loss befote tax

Taxation

Loss for the year

All of the activities of the company are classed as continuing,

See accompanying notes to the financial staternents

Note .

18

21

2008 2007

£ £
56,695,795 ‘71,292,640
(51,296,336) (64,832,096)
5,399,459 6,460,544
(6,712,352)  (6,660,582)
(1,312,893)  (200,038)
(8,908,324)  (5,890,642)
94,499 69,828
(10,126,718)  (6,020,852)

(191,700) -
(10,318,418)  (6,020,852)
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Statement of changes in equity

Balance at 31 March 2006

Loss for the ycaf and total recognised income
and expenses for the year to 31 March 2007

Issue of non-voung ordinary shares

Conversion of preference shares

Balance at 31 March 2007

Revaluation of land and bu.dclmgs

Loss for the year 31 March 2008

Balance at 3t March 2008

See accompanying notes to the financial statements

22

Share  Retained Revaluation Total

capital  earnings reserve equity

£ £ £ £

1 (992,950) - (992,949)

- (6,020,852) - (6,020,852)
2,510,000 - - 2,510,000
29,000,000 - - 29,000,000
31,510,001  (7,013,802) - 24496,199
- - 4432365 4,432,365

- (10,318,418) - (10,318,418)
31,510,001 (17,332,220) 4,432,365 18,610,146
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Balance sheet

Assets

Non-curtent

Goodwill

Intangible assets

Property, plant and equipment
Investments

Deferred tax asset

Current assets
Inventories
Trade and other receivables due within 1 year

Cash and cash equivalents
Total assets

Equity -

Equity attributable to shareholders of Typhoo Tea Limited

Share capital

Revaluation reserve
Retained earnings

Total equity

Current liabilities

Trade and other payables
Other financial habilities
‘Total current liabilities

Non-currént liabilities
Other financial liabilities

Derivative financial instruments
Total liabilities

Total equity and liabilities

Note

O oo~ e

10
11

31

17
18

18

12

12
12

13

23

2008 2007

£ £
6,595,350 6,595,350
58,347,999 58,447,999
18,724,516 15,791,201
10 10

- 191,700
83,667,875 81,026,260
7,244,082 10,174,988
9,601,919 7,604,494
741,649 2,365,602
17,587,650 20,145,084
101,225,525 101,171,344
31,510,001 31,510,001
4,432,365 -
(17,332,220)  (7,013,802)
18,610,146 24,496,199
15,031,839 14,792,779
58,965,159 12,681,755
73,996,998 27,474,534
7,119,004 49,200,611
1,529,377 -
82,645,379 76,675,145
101,255,525 101,171,344

These financial statements were approved by the directors on 20 March 2009 and signed on their behalf

by:
M Banfield
Director

See accompanying notes to the financial statements
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Cash flow statement

Operating activities

Loss before tax

Depreciation

Amortisation of intangible assets
Amortisation of issue costs
Change in inventories

Change in trade and other receivables
Change in trade and other payables
Interest payable

Interest receivable

Net cash from operating activities

Investing activities

Additions to property, plant and

. equipment

Disposals to property, plant and
equipment

Acquisition of Gold Crown Limited
Interest received

Financing activities

Proceeds from other loans -

Loss on translation of foreign currency
loans

Repayment of loans

Proceeds from share issue

Derivative fair value adjustment
Interest paid

Cash and cash equivalents, beginning of
year
Net decrease in cash and cash equivalents

Cash and cash equivalents, end of year

Note

8 2,503,028
7 100,000
671,214

10 2,930,906
11 (1,997,425)
12 (71,620)
2 8,908,324

2 (94,499)

8  (1,066,977)
8 63,000
2 94,499
8,454,554
934,458
(5,576,000)

2 1529377

2 _(8,908,324)

31

See accompanying notes to the financial statements

2008

(10,126,718)

12,949,928

(909,478)

(3,565,935)

(1,234,078)
(1,652,203)

24
|
W
|
|
2007 |
£ £
(6,020,852)
2,185,430
75,000
253,632
(413,547)
7,383,129
4,599 234
(69,828)
14,013,050
(3,101,275)
(9,000,000)
69,828
(12,031,447)
\
11,957,000 :
(6,184,000) i
2,510,001
(4,599,234)
3,683,767
(878,596)
(355,482)
(1,234,078)

(2,886,281)
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Notes to the financial statements

Operating loss

The following iterns have been included in arriving at operating loss:

Employee benefits expense
Repairs and renewals
Auditor's remuneration
Fees payable to the company's auditor in respect of the audit
Tax services
Other services
Inventories
Cost of inventories recognised as an expense (included in cost of sales)
Wate down of inventories (included in cost of sales)
Depreciation of property, plant and equipment:
Owned assets
Lease assets
Amortisation
Other operating lease rentals payable
Plant and machinery

Exchange gains/losses

2008
£

988,410
1,261,119

35,000
5,000

36,590,742
70,007

2,361,301
141,726
100,000

59,545
116,833

25

2007
£

890,190
1,527,670

28,000
5,000
19,000

40,928,127
155,489

2,011,246
174,184
75,000

72,901
(46,835)
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Notes to the financial statements

Finance costs and finance income

Finance cost includes all interest related income and expenses, other than those arising from financial assets
at fair value through profit or loss. The following amounts have been included in the income statement
line for the reporting periods presented:

2008 2007

£ £
Finance charge on preference shares - 592,639
Interest payable on bank borrowing . 431,004 326,744
Interest expense on bank borrowings at amortised cost 382,849 455,300
Amortsation of issue costs of other loan , 671,214 698,769
Interest payable on related party loans 3,462464 346,416
Interest expense on related party loans at amortised cost 1,361,343 3,337,500
Interest expenses for finance lease arrangements 123,456 73124
Other interest payable 12,159 60,150
Total interest expense for financial liabilities . 6,444 489 5.3890,642

Loss on translation of foreign currency loans 934,458 -

Loss on foreign currency financial liabilities designated at fair value 1,529,377 -

Finance costs , 8,908,324 5,800,642

The loss on foreign currency financial liabilities designated at fair value takes account of interest payments
on these loans.

An element of the finance charge on preference shares remains unpaid at the balance sheet date and is
included in accruals in note 13.

2008 2007
£ £
Interest receivable (94,499) (69,828)

Finance income _ (94,499) (69,828)
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Notes to the financial statements

Employee remuneration

Expense recognised for employee benefits is analysed below:

2008 2007

£ L

Wages and salaries 10,327,507 10,328,646
Social security costs 1,088,332 1,014,060
Pensions - defined contributions plans _ 821,867 734,944
Total 12,237,706 12,077,650

The average monthly number of persons employed by the company during the year was:

2008 2007

By activity
4 weekly pad 214 306
Monthly paid 89 82
363 388

The liability recognised for pensions and other employee remuneration in the balance sheet is, £91,771
(2007: £112,670). These Labilities represent the company's obligations to its employees and are expected to
be settled during the next financial year. These liabilities arise from outstanding pension contributions and
accrued holiday entitlement. '

Key management remuneration

Key management personnel remuneration includes the following:

2008 2007
£ £
Short term employee benefits
Emoluments 689,572 826,723
Post-employment benefits
Defined contnbution pension schemes . 69,540 44,357
"Total 759,112, 871,080

The emoluments of the directors of Typhoo Tea Limited are inciuded within the above. The directors
received emoluments of £199,086 (2007: £125,478). During the year company pension contributions of
£34,000 (2007: £10,500) were made to a money purchase scheme on behalf of the directors. Retirement
benefits were accruing to one director under money purchase schemes.




Typhoo Tea Limited .
Financial statements for the year ended 31 March 2008 28

Notes to the financial statements

Taxation

The relationship between the expected tax expense based on the standard rate of corporation tax in the UK
(28%) and the tax expense actually recognised in the income statement can be reconciled as follows:

2008 . 2007
£ L
Result for the year before tax v (10,126,718)  {6,020,852)
Expected tax credit at tax rate of 28% (2007: 30%) (2,835,481) (1,806,256)
Adjustment for non-deductible expenses 29,689 244949
Adjustment to rate of tax 118,647 -
Deferred tax asset not recognised 2,888,624 1,561,307
Movernent in other short term timing differences ' (9,779) -
Actual tax expense 191,700 -
Comprising:
Current tax expense - 7 - -
Deferred tax expense resulting from the origination and reversal of
temporary differences 191,700 -

191,700 -

Reference should be made to note 15 for information on the entity's deferted tax assets and liabilities.
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Notes to the financial statements

Goodwill
2008 2007
£ £
Gross catrying amount at 1 April 2007 6,595,350 1013841
Acquisition - 4,085,998
Fair value adjustments - 1495511
Gross carrying amount at 31 March 2008 6,595,350 6,595,350

No impairment has been recognised in relation to goodwill since initial tecognition.

The fair value adjustment arises as the amounts relating to the business combination in 2006 were only
provisionally determined at 31 March 2006. Although there has been no change to the overall value of the
business combination, there has been a reallocation of values in the current year to correctly reflect the
assets acquired at fair value.

Impairment tests for goodwill

Goodwill acquired is allocated by cash generating unit ("CGU") as follows:

2008 2007

£ £

Typhoo 2,509,352 2,509,352
Own label 4,085,998 4,085,998
Net carrying value of goodwill - ) 6,595,350 6,595,350

Goodwill is tested annaally for impairment, or more frequently if there are indications that goodwill may
be impaired. Confirmation of the CGUs carrying value is determined based on value in use calculations.
The key assumptions for value in use calculations are those relating to discount rates, future cashflows
and growth rates. See note 7 for discussion of reasonable possible changes in each of these key
assumptions. Discount rates are estimated based on the pre-tax interest rate applicable to the company as
given the gearing of the company this is considered to reflect the risk of the cash generating units
(CGUs). Growth rates after the detailed three year cash flow projection are assumed to be 3% based on
UK long term average growth rates. :

All projections are based on information approved by management in tespect of the following three years
cash flows.

Assumptions are based upon events in prior periods as adjusted for expected developments in the
following year with reference to market conditions. All turnover and costs are taken into account based
on forecasts over the next 3 years. These forecasts anticipate growth in margins, as a result of the business
increasing its market share and also from cost savings. These assumptions are supported by the post year
end result and are forecast to continue for the foreseeable future. As at 31 March 2008 the pre-tax rate
used to discount the forecasted cash flows was 10% (2007: 8.5%).

There were n6 impairments resulting from reviews petformed in 2007 or 2008. -
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Notes to the financial statements

Other intangible assets

Cost

As at 31 March 2006

Additions

Fair vatue adjustment

At 31 March 2007 and 31 March 2008

Amortisation

As at 31 March 2006

Amortisation charge and as at 31 March
2007

Charge for the year .

Impairments

At 31 March 2008

Net book value at 31 March 2008
Net book value at 31 March 2007

Net book value at 31 March 2000

The material brands held on the balance sheet are Typhoo, London Fruit & Herb, Lift, H & H,

Red Mountain and Glengettie.

30
" Contractual Domain Brand/
relationships names trademarks Total
£ £ £ £
- 60,000 55,203,899 55,263,899
600,000 5,000 3,409,000 4,014,000
- - (754,900) (754,900)
600,000 65,000 57857999 58,522,999
75,000 - - 75,000
100,000 - - 100,000
175,000 - - 175,000
425,000 65,000 57,857,999 58,347,999
525,000 65,000 57,857,999 58,447,999
] 60,000 55,203,809 55263899
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Notes to the financial statements

Other intangible assets (continued)

Domain names are not specifically allocated to a CGU. Brands/trademarks are fully allocated to specific
CGUs. as detailed below:

CGU Brand / Trademark
£
‘Typhoo 33,339,100
Glengettie 2,526,930
Ridgeways 469,110
H&H 5,254,020
London Fruit & Herb 06,249,780
Lift 5,379,110
Meltoses 349,020
Freshbrew 506,640
Natureland 375,250
Red Mountain 3,409,000
57,857,999

The key assumptions to the value in use calculations are those regarding prowth rates, discount rates and
future cash flows. The impact on the impairment review of the CGUs of reasonably possible changes to
each of the key assumptions is as follows: .

Growth rates

Growth rates after the detailed three year plan are assumed to be 3% based on UK long term average
growth rates. There would be no impact of increasing the growth rates as this would result in an increase
to the value in use of the CGUs. A reduction in the growth rate to 2% does not give rise to any
impairment if all other factors remain consistent. '

Discount rates _ ‘ .

Discount rates are estimated based on pre-tax interest rates applicable to the company, as due to the gearing
of the company this is considered to reflect the tisk of the CGUs. The discount rate used in the
calculations is 10% (2007: 8.5%). The directors consider that a reasonable possible change of the chscount
factor would be an increase/decrease of 1%/1.5% based on past expetience and external sources of ,
information. There would be no impact on the impairment review if the discount rate were to change by
this amount as the recoverable amount of the CGUs would remain greater than their carrying value and so
there would be no impairment.

Future cash fJows

The directors have determined future cash flows based on past performance and its expectations of
developtnents in future years with reference to market conditions. The directors consider that the three year
plan is their best estimate of future cashflows, and do not envisage that the cashflows projected will not be
achieved. Sensitivity analysis has been completed to determine the reduction that would be required before
an impairment issue would arise; this showed that a reduction over 40% reduction in the forecast cashflows
would be required before impairments would be required.

There were no impairments resulting from reviews performed in 2007 or 2008.
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Notes to the financial statements

Property, plant and equipment (continued)

Land and freehold buildings are carried at fair value based on periodic valuations. These assets were
revalued using a market based appraiszl as at 31 March 2008, guided by an independent external
professional valuer, GVA Grimley.

The following carrying amounts would have been recognised on revalued assets under the cost model:

Freehold

Land buildings

£ £

Cost 1,170,000 2,020,000
Accumulated depreciation 0 122,365
Net book value - 1,170,000 1,897,635

The property, plant and equipment are subject to a debenture that secures a loan as detailed in note 14. ‘

Included within plant and machinery are assets with a net book value of £1,346,837 (2007: £1,810,603) held
under 2 finance lease. Depreciation of £141,726 (2007: £174,184) has been charged on these assets.

Investments

Typhoo Tea Limited owns the entire ordinary share capital of the following companies, who are all
dormant and registered in England and Wales. Consolidation of these subsidiaries is not considered
necessary as all of the companies have capital and reserves of £1 and have no matetial assets or liabilities.

Ridgways Limited

Heath & Heather Limited

The London Herb & Spice Company Limited
Kardomah Limited

London Tea & Produce Company Limited

Cost

At 1 April 2007
Additions

At 31 March 2008

Glengettie Tea Company Limited

The London Fruit & Herb Company Limited
Melroses Limited

Mantunna Limited

Red Mountain Coffee Company Limited

2008 2007
& £
. 10 8

- 2
10 10
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Notes to the financial statements

Inventories

Raw materials and consumables
Work in progress

Finished goods

Write down on inventoties

Trade and other receivables

Trade receivables

VAT

Other debtors

Prepayments and accrued income

2008

£

34

2007
£

2,350,693 5,868,780
548,404 857,629
4,402,202 3575803
(57,217)  (127,224)

7,244,082 10,174,988

" The carrying value of trade receivables is considered a reasonable approximation of fair value.

The trade receivables are subject to 2 debenture that secures a loan as detailed in note 14,

Non current assets

Deferred tax asset (see note 15)

2008 2007

£ 4
8,510,290  6710,172
690,238 723915
94,885 12,922
306,506 157,485
9,601,919 7,604,494
2008 2007

£ £

- 191,700

191,700

All of Typhoo Tea Limited's trade and other receivables have been reviewed for indicators of impairment.
No trade receivables were found to be impaired therefote no provision (2007: £Nil) has been recorded

accordingly.
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Notes to the financial statements

Trade and other payables

2008 2007 .

£ £
Trade payables 8,305,194 6,159,238
Other tax and social security payments . 269,011 268,577
Other creditors and accruals 6,457,574 8,364,964
-Amounts owed under asset financing agreement 334,992 348 054
Bank overdraft 3,627,930 3,599,680
Bank loan _ 6,267,151 2,741,956
Loans from related parties 48,735,086 5,992,065

73,996,998 27474534

The fair values of trade and other payables has not been disclosed as, due to their short duration,
management considers the carrying amounts recognised in the balance sheet to be a reasonable
approximation of their fair value.

Non-current liabilities

2008 2007

£ £
Other creditors and accruals 750,000 750,000
Bank loan ‘ - 6,259,737
Amounts owed under asset financing agreement 906,804 1,204,441
Loans from related parties 5,462,200 40.986,433

7,119,004 49200611

The loan from related party is subject to an intermediary arrangement. The loan originates from ICICI
Bank UK Limited and was loaned to Teaco Finance Sarl a limited liability company registered in
Luxembourg who then made the facility available to Typhoo Tea Limited.

The loan is secured on Typhoo Tea Limited's property and assets including goodwill, book debts, uncalled
capital, buildings, fixtures and fixed plant and machinery by way of a debenture held by ICICI Bank UK
Limited. During the year the company did breach a loan covenant in relation to one of the loans in this
caption. Therefore the relevant loan is disclosed as due in less than one year. The covenant has been
renegotiated post year end with no impact on the loan repayment terms.

‘The interest is payable on the loan from related party at LIBOR plus 1.9125%. In addition, premiums that
formed part of the finance cost were incurred, which results in an effective interest rate on this loan of
10%.

The interest is payable on the bank loan at LIBOR plus 1.85%. Management consider that this is a
reasonable approximation of the effective interest rate.

Included in other creditors and accruals is an amount of £750,000 (2007: £750,000). This represents the
amount that the former holders of the preference shares are owed. This amount will not be paid unti! there
are sufficient distributable reserves. The amount was calculated with reference to the amount prescribed in
the Articles of Association, but was fixed as a specific amount on conversion of the preference shares
during the year.
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Financial liabilities - borrowings

2008 2007
£ . £
Current
Bank overdraft 3,627,930 3,599,680
Amounts owed under asset financing agreemem 334,992 348,054
Loan from related party 48,735,086 5,992,065
Bank loan 6,267,151 2,741,956

58,965,159 12,681,755

Non-current

Loan from related party 5,462,200 40,986,433
Bank loan _ - 6,259,737
Amounts owed under asset financing agreement ' 906,804 1,204,441

65,334,163 61,132,366

The loan from related party and overdraft are secured on Typhoo Tea Limited's property and assets
including goodwill, book debts, uncalled capiral, buildings, fixtures and fixed plant and machinery by way of
a debenture held by ICICI Bank UK Limited.

The bank loan is due for repayment by June 2013 as follows:

2008 2007

£ L

In one year 6,267,151 284956
In one to two years - 578,956
In two to five years - 1,736,868
In morte than five years - 3943913

6,267,151 6,544,693

Interest is payable on the bank loan at LIBOR plus 1.85%. Management consider that this is a reasonable
approximation of the effective interest rate.

The balance of the bank loan in the prior year that was classified as current was repayable on demand based
on the terms of the loan. Interest is payable on this loan at LIBOR plus 4%. Management consider that this
is a reasonable approximation of the effective interest rate.



14

Typhoo Tea Limited
Financial statements for the year ended 31 March 2008 37

Notes to the financial statements

Financial liabilities - borrowings (continued)

The loan from related party is due for repayment by 30 September 2012 as follows:

2008 2007

£ L

In one year A ) 48,735,086 5,992,065
In one to two years - 4492065
In two to five years - 13,476,195
In more than five years - 23,018,173

48,735,086 406,978,498

The interest is payable on the loan from related party at LIBOR plus 1.9125%. In addition, premiums that
formed part of the finance cost were incurred, which results in an effective interest rate on this loan of
10%.

The balance of the loan from related party is classified as current, as it'is repayable on demand based on the
terms of the loan. Interest is payable on this loan at LIBOR plus 4%. Management consider that this is a
reasonable approximation of the effective interest rate.

Preference share capital _
In previcus periods the company had prefetence shares in issue. These were classified as debt under IAS

32. Shareholders were entitled to receive a dividend of LIBOR plus 2% or 3% per annum. During the prior

year these preference shares were converted into £1 nominal value, non-voting ordinary equity shares.

The dividend owing to the shareholders at the conversion date was waived and replaced with an amount of
£750,000, agreed by the company and its shareholders. This amount is shown within non current liabilities
as an accrual and will be paid once there are sufficient distributable reserves.

Financial instruments

As referred to in the Report of the directors on page 6, the company only uses financial instruments
comprising borrowing, cash, liquid resources and various iterns, such as trade receivables and trade
payables, that arise directly from its operations. The main purpose of these financial instruments is to
finance the company's operations.

The main nsks ansing from the company's financial instruments are credit risk, cash flow and interest rate
risk. The directors review and agree policies for managing each of these risks. The directors do not
consider that there is any significant foreign exchange risk within the business.
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Notes to the financial statements

Deferred tax assets and liabilities

The deferred tax arising from temporary differences and unused tax losses can be summarised as follows:

Movements
2008 in year 2007
£ L £
Tax asset by type of temporary differences
Total tax losses available 6,799,381 3,440,451 3,358,930
Tax losses recognised 3,590,512 1,792,889 1,797,623
Tax liabilites by type of temporary differences ]
Property, plant and equipment 1,879,362 1,332,594 546,768
Intangible assets 1,711,150 651,995 1,059,155

3,590,512 1,984,589 1,605,923

Net asset - (191,700) 191,700

The tax losses available are recognised up to the point of eliminating the tax liabilities arising due to
temporary differences. These tax liabilities arise due to capital allowances being in excess of amortisation
and depreciation, however due to the significant unrecognised tax losses, the directors do not consider
that it is appropriate to recognise a liability in relation to these.

Within the property, plant and equipment deferred tax liability there is £1,241,062 that would have been
recognised directly in equity if there had not been an offsetting deferred tax asset.

The directors do not feel it would be prudent to recognise the full deferred tax asset as a result of the
current and prior period results. The directors do however, believe that the company will become profitable
at operating level as supported by forecasts.

Risk management objectives and policies

Typhoo Tea Limited is exposed to a variety of financial risks which result from both its operating and
investing activities. The company's risk management is coordinated at its headquarters, in close
cooperation with the board of directors, and focuses on actively securing the company's short to medium
term cash flows by minimising the exposure to financial markets.

Credit risk

Generally, the maximum credit risk exposure of financial assets is the carrying amount of the financial
assets as shown on the face of the balance sheet (ot in the detailed analysis provided in the notes to the
financial statements). Credit risk, therefore, is only disclosed in circumstances where the maximum
potential loss differs significantly from the financial asset's carrying amount.

The company is exposed to concentrations of credit risk, due to the high volume of trading with specific
customers. This exposure is primarily with blue chip customers and is reviewed on a daily basis with the
monitoring of outstanding debts.
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Risk management objectives and policies (continued)

Cash flow and fair value interest rate risks

The company's general borrowing facilities are managed by the use of floating rates of interest. Interest
rates and cash flow forecasts are monitored regularly by the directors with a view to converting sorne
borrowing to fixed rate if necessary.

Currency risk

The company purchases tea in US dollars, which gives rise to currency risk. The company policy is to
manage this risk by foreign currency borrowing and forward currency contracts. The company manages

the nisk of foreign currency borrowings using derivative financial instruments.

Share capital
The share capital of Typhoo Tea Limited consists of ordinary equity shares.

The 1p ordinary equity shareholders are eligible to receive dividends and the repayment of capital and each
share represents one vote at the shareholders' meeting.

The £1 ordinary equity shareholders are eligible to receive dividends and the repayment of capital but do
not have any voting rights,

2008 2007
£ L

Authorised share capital:
10,000 ordinary shares of 1p each 100 100
60,000,000 ordinary shares of £1 each : 60,000,000 60,000,000
60,000,100 60,000,100
Issued share capital 2008 2007
No £ No £
100-ordinary shares 1p each 100 1 100 |
Ordinary shares of £1 each 31,510,000 31,510,000 31,510,000 31,510,000

31,510,001 31,510,001
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Retained
earnings

£

(7,013,802)
(10,318,418)

Reserves
Revaluation
resetve
£
At31March 2007 | | )
Loss for the year ‘ -
Revaluaton surplus 4,432,365
At 31 March 2008 : : 4,432,365

(17,332,220)

Finance leases

The company's significant finance leases are in relation to plant and machinery. The net carrying amount of

assets held under finance leases are £1,346,837 (2007: £1,810,603).

Future mintmurm finance lease payments at the end of each reporting period under review were as follows:

2007
L

348,004
348,064
856,387

2008

£

Within one year ' 334,992
From one to five years 906,804
After five years : : -
1,241,796

1,552,515

The company has a number of leasing arrangements in relation to property, plant and equipment,

including computer equipment.
Operating lease
The company's future minimum operating lease payments are as follows:

Other
£

From one to five yeats ' 156,634

Other
£

158,734

Contingent liabilities

At 31 March 2008 and 31 March 2007 the company had no contingent liabilities.
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Capital commitments

Contracts placed for future capital expenditure not provided in the financial

statements

Other commitments

Contracts placed for future expenditure regarding tea contracts

Summary of financial assets and liabilities by category

41
2008 2007
£ 4
- 257,530
2008 2007
£ £

6,476,945 4873179

The carrying amounts of Typhoo Tea Limited's financial assets and liabilities as recognised at the balance
sheet date of the reporting periods under review may also be categories as follows.

Financial assets - loans and receivables
Cash and cash equivalents;

Trade receivables

Other debtors

Prepayments and accrued income

Financial liabilities )

Fair value through profit or loss

Derivative financial instrument

Other

Trade payables

Other creditors and accruals - current

Other creditors and accruals - non current

Amounts owed under asset financing agreement - current
Amounts owed under asset financing agreement - non current
Bank overdraft

Bank loan - current

Bank loan - non current

Loans from related parties - current

Loans from related parties - non current

2008 2007
£ £
741,649 2,365,602
8,510,290 6,710,172
94,885 12,922
306,506 157,485
9,653,330 9,246,181
1,529,377 .
8,305,194 6,159,238
6,457,574 8,364,964
750,000 750,000
334,992 348,054
906,804 1,204,441
3,627,930 3,599,680
6,267,151 2,741,956
- 6,259,737
48,735,086 5,992,065
5,462,200 40,986,433
80,846,931 76,406,565
82,376,308 76,406,565




24 .

25

Notes to the financial statements

Typhoo Tea Limited
Financial statements for the year ended 42

Summary of financial assets and liabilities by category (continued)

Derivative financial instruments: financial liabilities carried at fair value through profit or loss. This is a
new instrument taken out by Typhoo Tea Limited in the current year to reduce the level of interest
payments in relation to a number of Swiss franc loans. The amount above represents the change in fair
value which is wholly attributable to variations in interest rates. The fair value change recognised has not
been affected by changes in credit risk.

The above financial assets and liabilities have not suffered any impairment.

The carrying values of the above financial assets and liabilities is considered to be their fair values. All
financial assets are short term and therefore the carrying value is considered 2 reasonable approximation
of fair value. Financial liabilities measured at amortised cost have been valued using the effective interest
rate method. Denvative financial instruments have been valued by an external valuer using a discounted
cash flow model and a simulatton model.

Foreign currency sensitivity

Most of Typhoo Tea Limited's transactions are catried out in Sterling. Exposures to currency exchange
rates arise from the company's overseas purchases, which are primarily denominated in US Dollars and
Euros. Further, Typhoo Tea Limited has a Swiss Franc loan which has been used to fund working capital.

To mitigate the company's exposure to foreign currency risk, non-Stetling cash flows are monitored and
forward exchange contracts are entered into in accordance with Typhoo Tea Limited's risk management
policies. Generally, Typhoo Tea Limited's risk management procedures distinguish short term foreign
currency cash flows (due within six months) from longer term cash flows. Forward exchange contracts are
mainly entered into for significant long term foreign currency exposures that are not expected to be offset
by other currency transactions.

Foreign currency denominated financial assets and liabilities, translated in Sterlmg at the dosmg rate, are as
follows: trade receivables, trade payables and loans.
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Notes to the financial statements

Foreign currency sensitivity {continued)

In additon to the above, Typhoo Tea Limited also has a number of Swiss Franc loans, which
management have taken out a foreign currency derivative against in order to reduce the level of interest
payment. The currency rate sensitivities of this instrument are detailed below.

2008 2007
Notminal atnounts US$ US§
Financial Liabilities
Derivative financial instrument - USD - CHF exchange rate 0.96. 1,529,377 -
Long term exposure 1,529,377 -

The following table illustrates the.sensitivity of the net result for the year in regards to the above
arrangernent.

2008 2007
US$ US$
Long tetm exposure
Finandial liabilities
Dervadve financial instrument
USD - CHF exchange rate 1.0 1,189,000 -
USD - CHF exchange rate (0.9 1,689,000 -

Interest rate sensitivity

Typhoo Tea Limited's policy is to mirumise interest rate cash flow risk exposures on long term financing,
At 31 March 2008 Typhoo Tea Limited was exposed to changes in market interest rates through its bank
borrowings, which are subject to variable interest rates.

The following table illustrates the sensitivity on the net result for the year and equity to a reasonably
possible change in interest rates of +2% and -2% (2007: +/-2%), with effect from the beginning of the
year. These changes are considered to be reasonably possible based on observations of current market
conditions. The calculations are based on Typhoo Tea Limited's financial instruments held at each balance
sheet date. All other variables are held constant.

2008 2007
+2% -2% +2% -2%
Net tesuit fol- the yeal- (1,1 37,867) 1,137,867 (1’190,312) 1,190,238

Equity 1,137,867 (1,137,867) 1,190,312 (1,190,288)
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Credit risk analysis

Typhoo Tea Limited's exposure to credit risk is limited to the carrying amount of financial assets recognised
at the balance sheet date, as summarised below:

2008 2007
£ £
Classes of financial assets - carrying amounts
Trade and other receivables (excluding VAT) 8,911,681 6,880,579
Cash and cash equivalents 741,649 2,365,602

9,653,330 9,246,181

Typhoo Tea Limited continuously monitor defaults of customers and other counterparties, and
incorporates this information into its credit risk controls. Where available at reasonable cost, external credit
ratings and/or reports on customers and other counterparties are obtained and used. Typhoo Tea
Limited's policy is to deal only with creditworthy counterparties.

‘The company is exposed to concentrations of credit sk, due to the high volume of trading with specific
custorners. This exposure is primarily with blue chip customers and is reviewed on a daily basis with the
monitoring of outstanding debts. '

- Typhoo Tea Limited's management considers that all of the above financial assts that are not impaired for

each of the reporting dates under review are of good credit quality, including those that are past due. See
below for further information on impairment or financial assets that are past due.

None of Typhoo Tea Limited's financial assets are secured by collateral or other credit enhancements.

The credit risk for liquid funds and other short-term financial assets is considered negligible, since the
counterparties are reputable banks with high quality external credit ratings.

The entities trade receivables are reviewed for indicators of impairment.

2008 2007

£ L
Trade receivables as at 1 April 2007 6,710,172 5481413
Increase/(decrease) in trade receivables 1,800,118 17228759

8,510,290 6,710,172
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Credit risk analysis (continued)

47

In addition, some of the unimpaired receivables are past due as at the reporting date. The age of financial

assets past due but not impaired is as follows:

Not more than 3 months

More than 3 months but not more than 6 months
More than 6 months but not more than 12 months
More than 12 months

2008 2007
£ L

439,276 (3,309,024)
(43,970) 2,989,432
22,953  (426,856)
347 n

418,606  (746,448)

Credit balances above relate 1o rebates that have not yet been taken by customers. These are offered as
incentives if certain volumes are achieved, the credit is raised against the debtor balance.

Liquidity risk analysis

Typhoo Tea Limited rmanages its liquidity needs by carefully monitoring scheduled debt servicing payments
for long-term financial liabilities as well as cash-outflows due in day-to-day business. Liquidity needs are
monitored in various time bands, on a day-to-day and week-to-week basis, as well as on. the basis of a
rolling 30 day projection. Long-term liquidity needs for a 180 day and a 360 day lookout petiod are

identfied monthly.

Typhoo Tea Limited maintains cash to meet its liquidity requirements for up to 30 day periods. Funding
for long-term liquidity needs is additionally secured by an adequate amount of committed credit facilities

and the ability to sell long-term financial assets.

As at 31 March 2008 Typhoo Tea Limited's liabilities have contractual maturities which are summarised

below:

31 March 2008 Currént Non-current
within 6 6-12 1to5 later
months months years  than 5 years

£000 L000 £1000 £000

Bank loans 905 261 7,856 -

Loans from related parties 4,295 15,296 49913 . -

Finance lease obligations 215 215 889 -

Trade payables 8,305 - - -

Other short term financial liabilities 10,086 - - -

Other financial liabilities - - - 750

Derivatives - - 1,529 -

23.806 15,772 60,188 750
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48

This compares to the maturity of Typhoo Tea Limited's financial liabilities in the previous reporting period

as follows:

. 31 March 2007

Bank loans

Loans from related parties

Finance lease obligations

Trade payables

Other short term financial liabilities
Other financial labilities
Derivatives

Current Non-current
within 6 6-12 1to5 later
months months years  than 5 years

£000 £000 £'000 £000
611 261 5,217 3,685
4,292 6,672 30,794 25,775
215 215 1,319 -
6,159 - - -
11,965 - - -
- - - 750
23,242 7,148 37,330 30,210

The above contractual maturities reflect the gross cash flows, which may differ to the carrying values of the

liabilities at the balance sheet date.
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Notes to the financial statements

Ultimate controlling entity

The directots consider the ultimate controlling entity of this company to be Surrendra Holdings Inc,
registered in Panama. The directors consider the entity's parent to be International Beverages Inc, a
company registered in Panarna.

Analysis of balances of cash and cash equivalents

2008 2007

£ L
Bank balances - 741,649  2.3065,602
Overdraft (3,627,930) (3,599,680)
Movement (2,886,281) (1,234,078)

Acquisitions

The company acquired the trade and assets from First Management Services Limited and Gold Crown
Foods Limited on 27 June 2006. The acquisition was made to enhance the company's position in the retail
market.

The total cost of acquisition is the purchase price of £9m. The purchase price was settled in cash,

The acquisition cost was allocated as below:

2008

£

Goodwill ' 4,085,998
Property, plant and equipment 900,000
Investments 2
Intangible assets 4,014,000
Acquisition cost 9,000,000

Disclosure of the carrying amounts of the acquirees assets and liabilities immediately before the
combination in accordance with IFRS was impracticable. Gold Crown Foods Limited had not applied IFRS
prior to the acquisition, therefore IFRS data is not available prior to the date of acquisition.
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Notes to the financial statements

Acquisitions (continued)

A significant part of the acquisition costs can be attributed to the own label business that Gold Crown
serviced. Due to the terms related to this business, £600,000 was recognised in respect of these customer
relationships. These circumstances contributed to the amount recognised as goodwill on this combination.

All goodwill aﬁsing on the combination has been allocated to cash generating units by 31 March 2007. No
major line of business will be disposed of as a result of the combination.

It is impracticable to disclose the result of the Gold Crown business between the date of acquisition and the
balance sheet date, as this business has been fully integrated into the combined entity.

It is impracticable to disclose the revenue and the result for the full year, as though the Gold Crown
acquisition had taken place at 1 April 2006, as IFRS data is not available prior to the date of acquisition in
relation to Gold Crown Foods Limited.



