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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

STRATEGIC REPORT FOR THE YEAR ENDED 31 DECEMBER 2017

The directors present their strategic report for the year ended 31 December 2017.

Business review and future developments

The company continues to operate as a grower and manufacturer of tea in Bangladesh and is expected to do
so in the future. The results for the year and the financial position of the company are as shown in the
annexed financial statements. A decrease in production was more than offset by improved average selling
prices resulting in a small increase in turnover, increases in labour costs resulted in a lower operating profit
compared to 2016.

Principal risks and uncertainties and key performance indicators

The company grows and manufactures tea in Bangladesh, is a wholly owned subsidiary of Camellia Plc
group and as such the principal risks and uncertainties, key performance indicators, strategy and business
model are in line with those of the group as a whole as disclosed in respect of agriculture. A review of the
principal risks and uncertainties. strateev and business model of the Camellia Plc eroup can be found in

The nature of the Company's principal activity is such that the Board takes a long-term view on its
operations. The Board receives monthly data on sales prices and volumes, cost of production and crop
yields against budget. Rainfall and other climate data are also reviewed. '

Tea production for the year ended 31 December 2017 was 3.8 mkg (2016: 3.9 mkg).
This report was approved by order of the board on 13 July 2018.

Shug. WS

Susan Walker
Director




THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

REPORT OF THE DIRECTORS

The directors present their report together with the audited financial statements for the year ended 31
December 2017.

Principal Activities
The principal activity of the company is the growing and manufacturing of tea in Bangladesh.

Results and dividends

The profit for the year amounted to £575,901 (2016 : £579,256). A dividend of £nil (2016: £nil) was paid
during the year. The directors have not proposed a final dividend for the year (2016: £nil).

Directors
The directors of the company that served during the.year and up to the date of signing, are listed on page one.

Company Secretary
On 20 April 2018, Julia Morton resigned as Company Secretary and Amarpal Takk was appointed.

Future developments

A statement on future developments is included in the strategic report. There have been no post balance
sheet events requiring disclosure in these financial statements.

Directors' responsibilities statement

The directors are responsible for preparing the Strategic Report, 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 prepared the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. Under company law the directors must not approve the
financial statements unless they are satisfied that they 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 period. In preparing these financial statements, the
directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the

European Union 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.
The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and 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.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

REPORT OF THE DIRECTORS (continued)

Going concern

After reviewing the company's forecasts/budgets for a period in excess of 12 months from the date of signing
the financial statements, the Directors have a reasonable expectation that the Company has adequate resources
to continue in operational existence for the foreseeable future. Therefore they continue to adopt the going
concern basis in preparing the financial statements.

Disclosure of information to auditors

So far as the directors are aware, there is no relevant audit information of which the company's auditors are
not aware, and each director has taken all the steps that he ought to have taken as a director in order to make
himself aware of any relevant information and to establish that the company's auditors are aware of that
information.

Independent Auditor

A resolution proposing the re-appointment of Deloitte LLP will be put to the forthcoming annual general
meeting.

Employees

The company's policy is to consult and discuss with employees on any matters likely to affect their interests. It
is also company policy that due consideration be given to employment applications received from disabled
persons and to give employees who become disabled every opportunity to continue their employment.
Information on matters of concern to employees is given through regular bulletins, notices and briefings, in
order to achieve a common awareness of the financial and economic factors affecting the performance of the
company.

Principal risks and uncertainties

 The Group regularly monitors the risks at a local and central level. Information on the Company's identified
risks are disclosed in note 20 to the financial statements.

This report was approved by order of the board on 13 July 2018.

Lo oSS

Susan Walker
Director
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF THE LUNGLA (SYLHET) TEA
COMPANY, LIMITED

Opinion
In our opinion the financial statements:
give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of

its profit for the year then ended;
have been properly prepared in accordance with International Financial Reporting Standards

(IFRSs) as adopted by the European Union; and
have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of The Lungla (Sylhet) Tea Company Limited (the ‘company’)
which comprise:
- the statement of comprehensive income;
the balance sheet;
the statement of changes in equity;
the cash flow statement; and

the related notes 1 to 23

The financial reporting framework that has been applied in their preparation is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where:

the directors’ use of the going concern basis of accounting in preparation of the financial

statements is not appropriate; or ‘
the directors have not disclosed in the financial statements any identified material uncertainties

that may cast significant doubt about the company’s ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.

We have nothing to report in respect of these matters.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF THE LUNGLA (SYLHET) TEA
COMPANY, LIMITED (continued)

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are 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 directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) 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.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report. '
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF THE LUNGLA (SYLHET) TEA
COMPANY, LIMITED (continued)

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our 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 auditor’s 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 work, for this report, or for the opinions
we have formed.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified any material misstatements in the strategic report or the
directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our

opinion:
+  adequate accounting records have not been kept, or returns adequate for our audit have not

been received from branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns;
certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.
Richard Howe, FCA (Senior statutory auditor)

For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

13 July 2018
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31st December 2017

Note 2017 2016
£ £

Revenue 2 8,038,743 7,032,086
Cost of sales (6,467,325) (5,463,923)
Gross profit 1,571,418 1,568,163
Net operating expenses 4 (376,403) (282,125)
Operating profit 3 1,195,015 1,286,038
Investment income 5 31,264 15,483
Finance income 98,225 41,130
Finance costs (35,463) (10,108)
Employee benefit expense (364,343) (251,353)
Net finance costs (301,581) (220,331)
Profit on ordinary activities before taxation . 924,698 1,081,190
Taxation 8 (348,797) (501,934)
Profit for the year 575,901 579,256
Other comprehensive (loss)/income

Items that will not be reclassified subsequently

to profit or loss:

Actuarial movement on defined benefit pension

scheme 16 1,488,276 (1,223,394)

Movement on deferred tax relating to pension

scheme 15 (531,228) 458,773

Items that may be reclassified subsequently to

profit or loss:

Foreign exchange translation differences (1,730,437) 2,021,784
Total other comprehensive (expense)/income (773,389) 1,257,163
Total comprehensive (loss)/income for the year (197,488) 1,836,419
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

BALANCE SHEET
as at 31st December 2017

Registered Number 00044242

NON-CURRENT ASSETS

Property, plant and equipment

Investments

Post-employment benefit assets
Trade and other receivables

'CURRENT ASSETS
Inventories

Trade and other receivables
Cash and cash equivalents

CURRENT LIABILITIES
Borrowings

Trade and other payables
Current income tax liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

NON-CURRENT LIABILITIES

Borrowings

Post-employment benefit obligations

Deferred tax liabilities

Other non-current liabilities

NET ASSETS
EQUITY

Share capital
Retained earnings

TOTAL EQUITY

The notes on pages 12 to 30 form part of the financial statements.

Note

9
10
16
12

11
12

13
14

13
16
15

17

2017

1,885,724
1,237,208
2,396,955

5,519,887

15,003
965,841
635,653

1,616,497

41,406
3,209,833
2,552,484

13,006,987
130,575
191,884
187,456

13,516,902

3,903,390

17,420,292

5,803,723

11,616,569

900,000
10,716,569

11,616,569

The Financial statements on pages 8 to 30 were approved on 13 July 2018
by the board of directors and signed on their behalf by:

Susan Walker
Director

nine

2016
£ £

15,059,449

151,270

267,094

15,477,813
1,834,234
965,773
2,948,371
5,748,378
2,414
1,417,931
688,305
2,108,650

3,639,728

19,117,541
19,789
4,776,742
2,511,807
5,146

7,303,484

11,814,057

900,000

10,914,057

11,814,057




THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

STATEMENT OF CHANGES IN EQUITY
for the year ended 31st December 2017

At 1 January 2016
Profit for the year

Other comprehensive income for the year

At 1 January 2017
Profit for the year

Other comprehensive loss for the year

At 31 December 2017

Share Total
Capital Reserves Equity
£ £ £

900,000 9,077,638 9,977,638
- 579,256 579,256
- 1,257,163 1,257,163

900,000 10,914,057 11,814,057
- 575,901 575,901
- (773,389) (773,389)

900,000 10,716,569 11,616,569

The distribution of retained profits is subject to exchange control permission for remittances from
Bangladesh. Withholding tax at the rate of 20% (2016: 15%) is charged when profits are remitted.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

CASH FLOW STATEMENT
for the year ended 3 1st December 2017

CASH GENERATED FROM OPERATIONS
Cash flows from operations
Interest paid
Interest received

Income taxes paid

Net cash flows from continuing operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment
Proceeds from sale of property, plant and equipment
Dividends received from associates

Net cash flow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
New loans

Loan repayments

Net cash flow from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Exchange (loss)/gain on cash and cash equivalents

Cash and cash equivalents at end of year

Cash and cash equivalents included in the cash flow
statement comprise the following:

Cash at bank and in hand
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Note

18

2017 2016
£ £
1,277,811 1,248,027
(316,005) (19,102)
93,709 54,383
(441,281) (211,678)
614,234 1,071,630
(852,818) (350,898)
285 -
31,264 15,483
(821,269) (335,415)
55,036 -
(6,057) (1,772)
48,979 (1,772)
(158,056) 734,443
2,948,371 1,798,238
(393,360) 415,690
2,396,955 2,948,371
2,396,955 2,948,371




THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

The Lungla (Sylhet) Tea Company Limited (the Company) is a private company limited by shares,
registered in England and Wales and incoporated under the Companies Act. The address of the
Company’s registered office is set out at page 1.

1.  ACCOUNTING POLICIES

The principal accounting policies in the preparation of these financial statements are set out below.
These policies have been consistently applied to all years presented, unless otherwise stated.

a)

b)

d)

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union (IFRSs as adopted by the EU), IFRIC interpretations
and the Companies Act 2006 applicable to companies reporting under IFRS. The company has a
registered branch in Bangladesh, the trading results of which are consolidated and presented in
these financial statements. The financial statements have been prepared on the historical cost and
going concern basis.

Foreign currency translation

The presentation currency of the company is pounds sterling, the currency of the country in which
the company is incorporated. The operations of the company are based in Bangladesh and the
functional currency is Bangladesh takas. The statement of comprehensive income and cash flows
are translated into pounds sterling at average exchange rates for the year and balance sheet items are
translated at exchange rates ruling at the balance sheet date. Exchange differences arising from
translation of the net investment in the foreign operation are taken to shareholders' equity.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods and services provided in the normal course of business, net of
discounts, value added tax and other sales related taxes. Invoices are raised when goods are
despatched or when the risks and rewards of ownership otherwise irrevocably passes to the
customer.

Property, plant and equipment

Property, plant and equipment includes biological assets (bearer plants) which are accounted for
under 1IAS 16.

Property, plant and equipment is shown at cost less subsequent depreciation and impairment. Cost
includes expenditure that is directly attributable to the acquisition of these assets. On transition to
IFRS, the group has followed the transitional provisions and elected that previous UK GAAP
revaluations be treated as deemed cost. Subsequent costs are included in the asset's carrying
amount only when it is probable that future economic benefits associated with the item will flow to
the group and the cost of the item can be measured reliably. Repairs and maintenance are charged
to the income statement during the financial period in which they are incurred. Depreciation of
assets is calculated to write off their cost less residual value on a straight line basis over their
expected useful lives.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

e)

Rates of depreciation are:

Biological assets (Bearer plants) 28 to 50 years
Buildings 5 to 33 years
Plant and machinery 7 to 14 years
Vehicles 7 to 14 years
Fixtures, fittings, tools and equipment 10 to 20 years

No depreciation is provided on bearer plants until maturity when commercial levels of production
have been reached.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date. The gain or loss arising on the disposal or retirement of an asset is determined
as the difference between the sales proceeds and the carrying amount of the asset and is included in
the statement of comprehensive income.

Costs in respect of operating leases are charged to the statement of comprehensive income on a
straight line basis over the lease term.

Investments

Investments in subsidiary, fellow subsidiaries and associated companies of the ultimate parent are
included at cost less any provision for impairment. Other listed investments are carried at fair
values based on current bid values.

Impairment of assets

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

NOTES TO THE FINANCIAL STATEMENTS (continued)

1.

ACCOUNTING POLICIES (continued)

g

h)

i)

Inventories

Agricultural produce included within inventory largely comprises stock of 'black' tea. In
accordance with IAS 41, on initial recognition, agricultural produce is required to be
measured at fair value less estimated point of sale costs. Made tea inventories include the fair
value of green leaf.

Other inventories are stated at the lower of cost and net realisable value. Cost comprises
direct materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the inventories to their present location and condition. Cost is
calculated using the weighted average method. Net realisable value represents the estimated
selling price less all estimated costs of completion and selling expenses.

Trade receivables

Trade receivables are carried at original invoice amount less provision made for impairment
of these receivables. A provision for impairment of trade receivables is established when
there is objective evidence that the group will not be able to collect all amounts due
according to the original terms. The amount of the provision is recognised in the statement
of comprehensive income.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-

term highly liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities on the balance
sheet. ‘

Borrowings

Interest-bearing bank loans and overdrafts are initially recorded at the proceeds received, net
of direct issue costs. Finance charges, including premiums payable on settlement or
redemption and direct issue costs, are accounted for on an accrual basis to the statement of
comprehensive income 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
arise.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

1.

ACCOUNTING POLICIES (continued)

k)

)

Taxation

The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
net profit as reported in the statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years and it further excludes items
that are never taxable or deductible. The company liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the
carrying amount of assets and liabilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit, and is accounted for using the liability
method. Deferred tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction, other than in a business combination, that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred tax is determined
using tax rates and laws that have been enacted or substantially enacted by the balance sheet
date and are expected to apply when the related tax asset is realised or the tax liability is
settled. Deferred tax assets are recognised to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Financial Instruments

Financial risk management policies are set by the Board. Various financial instruments arise
directly from the company's operations, for example cash, trade debtors, trade creditors and
accruals, in addition to the company using financial instruments to finance its operations.
The company finance is operations by a mixture of retained profits, bank borrowings and
long term loans. The objective for the company is to maintain a balance between continuity
of funding and flexibility through the use of borrowings which are regularly reviewed.

Employee benefits

The company has an unfunded obligation to pay terminal gratuities to employees. Provisions
are made for the estimated liability for gratuities as a result of services rendered by
employees up to the balance sheet date and any movement in the provision is recognised in
the income statement.

The estimated monetary liability for employees' accrued annual leave entitlement at the
balance sheet date is recognised as an accrual.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

1.

ACCOUNTING POLICIES (continued)

n) Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

The company makes estimates and assumptions concerning the future. The resulting accounting
will, by definition, seldom equal the actual results. The estimates and assumptions that have a risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are set out below.

Retirement benefit obligations

Pension accounting requires certain assumptions to be made in order to value obligations and to
determine the impact on the income statement. These figures are particularly sensitive to
assumptions for discount rates, mortality, inflation rates and expected long-term rates of return on
assets. Details of assumptions made are given in note 16.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

Changes in accounting policy and disclosures

(i) New and amended standards adopted by the company

The company has adopted the following new and amended IFRSs as of 1 January 2017:
IAS 7 (amendments) Statement of cashflows - effective from 1 January 2017

The company has adopted the amendments to 1AS 7 for the first time in the current year.

IAS 12 (amendment) Recognition of deferred tax - effective from 1 January 2017

Amendments made to IAS 12 in January 2016 clarify the accounting for deferred tax where an asset is
measured at fair value and that fair value is below the asset’s tax base. Specifically, the amendments confirm
that:

- A temporary difference exists whenever the carrying amount of an asset is less than its tax base at the end of
the reporting period.

- An entity can assume that it will recover an amount higher than the carrying amount of an asset to estimate

its future taxable profit.

- Where the tax law restricts the source of taxable profits against which particular types of deferred tax assets

can be recovered, the recoverability of the deferred tax assets can only be assessed in combination with other
. deferred tax assets of the same tvpe.

- Tax deductions resulting from the reversal of deferred tax assets are excluded from the estimated future

taxable profit that is used to evaluate the recoverability of those assets.

The amendments to IAS 7 and 1AS 12 have not had a material impact on the financial statements of the
company.

(ii) Standards, amendments and interpretations to existing standards that are not yet effective and
have not been adopted early by the company

A number of new standards and amendments to standards and interpretations are effective for annual periods
beginning on or after 1 January 2018, and have not been applied in preparing these financial statements. None
of these is expected to have a significant effect on the financial statements of the company, except the
following set out below:

IFRS 15 Revenue from contracts with customers - effective from 1 January 2018
The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18 which covers

contracts for goods and services and IAS 11 which covers construction contracts.

The new standard is based on the principle that revenue is recognised when control of a good or service
transfers to a customer — so the notion of control replaces the existing notion of risks and rewards.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

Changes in accounting policy and disclosures

(ii) Standards, amendments and interpretations to existing standards that are not yet effective and
have not been adopted early by the company

A new five-step process must be applied before revenue can be recognised:

- identify contracts with customers.

- identify the separate performance obligation.

- determine the transaction price of the contract.

- allocate the transaction price to each of the separate performance obligations, and
- recognise the revenue.

The adoption of IFRS 15 is not expected to have a material impact on the financial statements of the company
as the company's revenue recognition practises are in line with IFRS 15 in all material respects.

IFRS 16 Leases - effective from 1 January 2019

IFRS 16 will affect primarily the accounting by lessees and will result in the recognition of almost all leases
on Balance Sheet. The standard removes the current distinction between operating and financing leases and
requires recognition of an asset (the right to use the leased item) and a financial liability to pay rentals for
virtually all lease contracts. An optional exemption exists for short-term and low-value leases.

The Income Statement will also be affected because the total expense is typically higher in the earlier years of
a lease and lower in later years.
Additionally, operating expense will be replaced with interest and depreciation.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

2017 2016
REVENUE £ £
Bangladesh
Tea Sales 7,540,964 6,606,240
Rubber Sales 497,779 425,846
' 8,038,743 7,032,086
2017 2016
OPERATING PROFIT £ £
Is stated after charging:
Depreciation of property, plant and equipment 773,947 751,720
Company's auditors - statutory audit 4,080 4,041
Cost of inventories recognised as an expense
(included in cost of sales) 655,895 635,341
Employee costs (note 6) 2,916,770 2,747,817
2017 2016
NET OPERATING EXPENSES £ £
Administrative expenses 474,375 348,612
Exchange gain (14,787) (540)
Sundry receipts (83,185) (65,947)
376,403 282,125
: 2017 2016
INVESTMENT INCOME £ £
Income from listed investments 31,264 15,483
EMPLOYEES AND DIRECTORS 2017 2016
Staff costs: £ £
Wages and salaries 2,578,878 2,505,534
Employee benefit obligations 337,892 242,283
2,916,770 2,747,817
The monthly average number of persons Number Number
employed by the company was:
Management and administration 95 95
Sales and distribution 5 5
Production 6,705 6,283
6,805 6,383
2017 2016
Directors £ £
Aggregate emoluments 167,846 152,208

Other than stated above, no other directors received emoluments during the year from the company
(2016: £nil), as they are remunerated by other group companies, and the value of their service to this
company was negligible. '
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

7.

8.

DIVIDENDS 2017 2016
£ £
Amounts recognised as distributions to equity holders in the year:
Interim dividend for the year ended 31 December 2017 of
£nil (2016:£nil) per share - -
TAXATION 2017 2016
£ £
The company is resident for taxation purposes in Bangladesh.
(a) Current tax
UK Corporation tax at 19.25% (2016: 20%) 380,225 259,999
Double tax relief (380,225) (259,999)
Foreign tax:
Current tax on profits for the year 469,702 429,974
Origination and reversal of temporary timing differences (120,905) 71,960
Total tax on profit on ordinary activities 348,797 501,934

The tax on the company's profit before tax differs from the theoretical amount that would arise using the
weighted average tax applicable to profits of the company as set out below.

(b) Factors affecting tax charge for year

A change to the UK corporation tax rate was announced in the Chancellor's Budget on 16 March
2016. The change announced is to reduce the main rate to 17% from 1 April 2020. Changes to
reduce the UK corporation tax rate to 19% from 1 April 2017 and and to 18% from 1 April 2020
had already been substantively enacted on 26 October 2015 and an additional reduction to 17%
(effective 1 April 2020) was substantively enacted on 6 September 2016.

The differences between tax calculated at the standard rate of taxation in the UK of 19.25% (2016:
20%) and that charged in the Financial Statements are explained below:

2017 2016
£ £

Profit on ordinary activities before taxation 924,698 1,081,190
Tax on profit on ordinary activities at 19.25% (2016: 20%) 178,004 216,238
Effects of:
Adjustment in respect of prior years -
Income not subject to tax ' (6,018) (48,423)
Expenses not deductible for tax purposes 28,433 174,263
Difference in tax rate and tax law in overseas territory 148,378 159,856
Total tax charge 348,797 501,934

(c) The results of the company's branch in Bangladesh are subject to local taxation at rates in excess of

those charged in the UK. Tax losses in Bangladesh can be carried forward and offset against future
profits generated by the branch.

The results of the company are subject to taxation in the UK. Where profits arise, UK tax arising
can be offset through double tax relief from tax payable in Bangladesh and by losses surrendered by
other UK companies. There are no UK losses carried forward.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

9. PROPERTY, PLANT AND EQUIPMENT

Cost

At 1st January 2016
Currency retranslation
Additions

At 1st January 2017
Currency retranslation
Additions

Disposals

At 31st December 2017

Accumulated depreciation

At Ist January 2016
Currency retranslation

Provision for the year
At Ist January 2017
Currency retranslation
Provision for the year
Disposals

At 31st December 2017

Net book value
At 31st December 2017

Net book value
At 31st December 2016

Fixtures,
Plant fittings,
Bearer and tools and
plants Buildings  machinery Vehicles equipment Total
£ £ £ £ £ £
11,713,697 2,180,585 1,088,897 1,000,062 945,331 16,928,572
2,262,818 430,739 210,344 197,316 184,975 3,286,192
127,108 123,061 11,740 54,040 34,948 350,897
14,103,623 2,734,385 1,310,981 1,251,418 1,165,254 20,565,661
(1,938,284) | (383,830) (197,843) (177,134) (162,577)  (2,859,668)
627,566 153,604 291,719 94,471 49,812 1,217,172
(490,652) - - (944) - (491,596)
12,302,253 2,504,159 1,404,857 1,167,811 1,052,489 18,431,569
480,480 1,123,158 884,395 814,770 625,154 3,927,957
143,316 221,875 173,146 162,690 125,508 826,535
533,866 63,529 33,665 64,248 56,412 751,720
1,157,662 1,408,562 1,091,206 1,041,708 807,074 5,506,212
(187,775) (197,415) (153,000) (147,324) (113,310) (798,825)
519,174 74,301 58,562 76,263 45,647 773,947
(56,347) - - (405) - (56,752)
1,432,714 1,285,448 996,768 970,242 739,411 5,424,582
10,869,539 1,218,711 408,089 197,569 313,079 13,006,987
12,945,961 1,325,823 219,775 209,710 358,180 15,059,449
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

10.

11.

12.

INVESTMENTS

Cost at 1st January
(Loss)/gain on currency fluctuation

At 31st December

Provision for diminution in value at 1st January

Currency fluctuation

At 31st December

Net book value at 31st December

Investments at cost include:
Listed on Dhaka Stock Exchange

Market value

Investments at cost consist of:

Fellow subsidiaries of Camellia group

Investment in associates of Camellia group

INVENTORIES

Stock of tea
Stock of rubber
Estate stores

There was no material difference between the replacement cost and value shown in stocks.

TRADE AND OTHER RECEIVABLES
Due within one year
Trade debtors
Other debtors
Amounts owed by group companies
Prepayments and accrued income
Interest receivable '
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2017 2016
£ £
156,390 131,184
(21,396) 25,206
134,994 156,390
(5,120) (4,295)
701 (825)
(4,419) (5,120)
130,575 151,270
112,918 130,815
1,044,258 756,850
17,657 20,455
112,918 130,815
130,575 151,270
2017 2016
£ £
941,094 1,045,854
504,293 366,814
440,337 421,566
1,885,724 1,834,234
2017 2016
£ £
582,422 375,825
229,275 192,920
337,848 352,513
30,880 36,865
56,783 7,650
1,237,208 965,773




THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

2017 2016
12. TRADE AND OTHER RECEIVABLES (continued) £ £
Due in more than one year
Other debtors 187,456 267,094

No provision for bad debts was made at 31 December 2017 (2016: £nil). No trade debtors were past
their due date at 31 December 2017 (2016: £nil).
The credit quality of financial assets has been reviewed and is considered to be satisfactory.

2017 2016
13.  BORROWINGS £ £
Current:
Term loans secured 15,003 2,414
Non-current:
Bank loans (secured against property, plant
and equipment and biological assets) 41,406 9,789
56,409 12,203
Bank loans include the following amounts repayable
over more than five years by instalments
Aggregate amount of loans 56,409 12,203
Amount due beyond five years 3,202 4,859
The repayments of bank loans and overdrafts fall due as follows:
Within 12 months or on demand 15,003 2,414
Between 1 - 2 years 14,055 1,233
Between 2 - 5 years 24,149 3,697
After 5 years 3,202 4,859
56,409 12,203
Interest rates vary from 9% per annum to 11% per annum.
2017 2016
14. TRADE AND OTHER PAYABLES £ £
Amounts falling due within one year
Trade and other creditors 849,002 1,174,134
Amounts owed to group companies 111,907 243,488
Interest payable 488 309
Other liabilities 4,444 ' -
965,841 1,417,931
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

15. DEFERRED TAX:

ASSETS
At 1 January

Exchange differences

Credit in statement of comprehensive income

Movement relating to retirement benefit obligations - included
in other comprehensive income

At 31 December

LIABILITIES
At 1 January

Exchange differences

Credit/(charge) in statement of comprehensive income
Movement relating to retirement benefit obligations - included

in other comprehensive income

At 31 December

2017 2016
£ £
1,791,278 1,129,381
(348,472) 217,001
92,797 13,543
(531,228) 431,353
1,004,375 1,791,278
£ £
(4,303,085) (3,603,265)
718,118 (641,737)
28,108 (85,503)
- 27,420
(3,556,859) (4,303,085)

The deferred tax liability at the start and end of the year relates to accelerated tax depreciation.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

16. EMPLOYMENT BENEFIT OBLIGATIONS

The company has an obligation to make compensation payments on retirement or other events terminating
employment, based on years of service. These obligations are estimated annually using the projected unit

method by qualified independent actuaries.

Assumptions

The major assumptions used in the valuation to determine the present value of the post-employment benefit

obligations were as follows:

2017

per annum
Rate of increase in salaries 7.0% to 9.0%
Discount rate applied to scheme liabilities 7.50%
Pension increases 3.00%

Change in
Sensitivity analysis assumption
Discount rate +1%
Discount rate -1%
Salary escalation + 1%
Salary escalation -1%

Expected total contributions to the pension group for the period ending 31/12/2018:

2016
per annum

7.0% to 9.0%
7.50%
5.00%

Impact on benefit
obligation

-7.45%
8.53%
8.49%

-7.56%

£ 88,876

The weighted average duration of defined benefit obligations of the plans are 13 and 9 years respectively.

Asset allocations are as follows: Superannuation fund  Gratuity Scheme
Government saving certificate 21.00% 0.00%
Fixed deposits 78.00% 97.80%
Cash including special deposits 1.00% 2.20%

Actuarial valuations 2017 2016

£ £

Debt securities 639,793 1,415,005

Cash 4,102,924 13,527,326

Total fair value of plan assets 4,742,717 4,942 331

Present value of defined benefit obligations (7,760,666) (9,719,073)

Total deficit in the scheme (3,017,949) (4,776,742)
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

16. EMPLOYMENT BENEFIT OBLIGATIONS (continued)

Amount recognised as asset in the balance sheet
Amount recognised as liability in the balance sheet

Related deferred tax asset - see note 15

Net deficit

Movements in the fair value of scheme assets were as follows:

At 1 January

Transfer between companies
Expected return on plan assets
Employer contributions
Benefit payments

Actuarial gain/(loss)
Exchange movement

At 31 December

Movements in the present value of defined benefit obligations
were as follows:

At 1 January

Transfer between companies
Current service cost

Interest cost

Benefit payments

Actuarial gain/(loss)
Exchange movement

At 31 December

2017 2016
£ £
191,884 ]
(3,209,833) (4,776,742)
(3,017,949) (4,776,742)
1,004,375 1,791,278
(2,013,574) (2,985,464)
4,942,331 4,579,154
- (735,857)
288,179 363,715
375,382 275,371
(214,355) (223,868)
59,591 (86,089)
(708,411) 769,905
4,742,717 4,942,331
2017 2016
£ £
(9,719,073) (7,523,641)
- 986,843
(337,892) (242,283)
(652,522) (615,068)
233,012 236,344
1,428,685 (1,137,305)
1,287,124 (1,423,963)
(7,760,666) (9,719,073)

Additional information came to light in 2016 in relation to the Duncan Brothers (Bangladesh) Limited
Employees Gratuity Fund. This fund was previously held in the company. New information indicated that
the liabilities were the responsibility of each of the individual Bangladesh entities to pay, hence during
2016, £735,857 was transferred from the fair value of scheme assets and £986,843 from the present value
of defined benefit obligations from The Lungla (Syhlet) Tea Company Limited to other Bangladesh

entities.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

16.

17.

18.

EMPLOYMENT BENEFIT OBLIGATIONS (continued)

Income statement

The amounts recognised in the income statement are as follows:

Amounts charged to operating profit:
Current service cost
Interest expense

Total charged to income statement

Statement of comprehensive income

The amounts recognised in statement of comprehensive income are as follows:

Remeasurements:

Return on plan assets, excluding amount included in interest
Gain/(loss) from changes in financial assumptions
Experience (loss)/gain

Actuarial gain/(loss)

SHARE CAPITAL

Allotted, called up and fully paid
900,000 (2016: 900,000) shares of £1 each

RECONCILIATION OF PROFIT FROM OPERATIONS
TO CASH FLOW

Operating profit

Depreciation

Loss on disposal of fixed asset

Retirement benefits and similar provisions less payments

(Increase) in inventories

(Increase) in debtors

(Decrease)/increase in creditors

Change in intra-group balances

Exchange adjustments

Cash flow from operations

twenty seven

2017 2016
£ £
(337,892) (242,283)
(364,343) (251,353)
(702,235) (493,636)

2017 2016
£ £

59,591 (86,089)
1,699,848 (1,405,064)
(271,163) 267,759
1,488,276 (1,223,394)

2017 2016
£ £

900,000 900,000
2017 2016
£ £
1,195,015 1,286,038
766,662 751,720
59,968 -
118,697 (880,195)
(323,703) (385,822)
(294,640) (245,482)
(339,566) 679,389
(140,752) 171,094
236,130 (128,715)
1,277,811 1,248,027




THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

19. COMMITMENTS

The company leases land under non-cancellable operating lease arrangements,
which have various terms and renewal rights.

2017 2016
£ £
Land
Within 1 year 47,070 563,174
Between 1-5 years 161,556 408,602
After 5 years . 918,552 2,081,065
1,127,178 3,052,841

20. FINANCIAL INSTRUMENTS

Capital risk management
The company manages its capital to ensure it will be able to continue as a going concern, while
maximising the return to stakeholders through the optimisation of its debt and equity balance.
The capital structure of the company consists of debt, which includes the borrowings disclosed in
note 13, cash and equity attributable to equity holders of the parent, comprising issued capital,
reserves and retained earnings.

Categories of financial instruments Carrying value
2017 2016
Financial assets £ £
Cash at bank and in hand 2,396,955 2,948,371
Trade and other receivables : 1,424,664 1,232,867
Investments 130,575 151,270
3,952,194 4,332,508
Financial liabilities
Trade and other payables 965,841 1,417,931
Borrowings 56,409 12,203
1,022,250 1,430,134

Financial risk management objectives
The company finances its operations by a mixture of retained profits, bank borrowings and long-
term loans. The objective is to maintain a balance between continuity of funding and flexibility,
through the use of borrowings. To achieve this, the borrowings and facilities are regularly
reviewed. The company also seeks to maintain sufficient undrawn committed borrowing facilities
to provide flexibility in the management of the company's liquidity.
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THE LUNGLA (SYLHET) TEA COMPANY , LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

20.

21.

FINANCIAL INSTRUMENTS (continued)
(A) Market risk

(i) Foreign exchange risk

The company has no material exposure to foreign currency exchange risk on trading activities.

(ii) Price risk
The company's exposure to commodity price risk is not significant.
(iii) Cash flow and interest rate risk

The company's interest rate risk arises from interest-bearing assets and short and long-term
borrowings. Borrowings issued at variable rates expose the company to cash flow interest rate
risk. The company has no fixed rate exposure.

(B) Credit risk

The company has policies in place to limit its exposure to credit risk. Credit risk arises from
cash at bank, as well as credit exposures to customers, including outstanding receivables and
committed transactions. Management assesses the credit quality of the customer taking into
account its financial position, past experience and other factors and monitors the utilisation of
credit limits regularly.

(C) Liquidity risk
Ultimate responsibility for liquidity risk management rests with the board of directors. The
company manages liquidity risk by maintaining adequate reserves and banking facilities by
continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financial assets and liabilities.

PARENT COMPANY

The parent company is Lawrie Group Plc which is registered in England and Wales and the
ultimate parent company is Camellia Plc which is also registered in England and Wales. Both
companies have the registered office at Linton Park, Linton, Maidstone, Kent, ME17 4AB.

Copies of the Camellia Plc financial statements prepared in accordance with International
Financial Reporting Standards can be obtained from Linton Park, Linton, Maidstone, Kent ME17
4AB. Camellia Plc is the only company to consolidate the company's financial statements.
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THE LUNGLA (SYLHET) TEA COMPANY, LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

22.

23.

RELATED PARTY TRANSACTIONS

There were transactions with group companies during the year of (£1,084,080) (2016: £152,757) in
respect of inter group sales and recharges which are included within revenue and cost of sales.

Sales to Recharges Net Balance

Company Name £ £ £ £
Mazdehee Tea Co. Ltd 717,738 830,326 (112,588) (62,975)
Chandpore Tea Co. Ltd 199,735 575,709 (375,974) 43,541
Surmah Valley Tea Co. Ltd 182,469 264,933 (82,464) 42,446
Amo Tea Co. Ltd 1,759,047 1,894,782 (135,735) 57,178
Allynugger Tea Co. Ltd 374,393 781,951 (407,558) 175,896
Duncan Brothers 220,833 183,173 37,660 (31,294)
Eastland Camellia Tea 118,316 125,736 (7,420) 11,219

3,572,530 4,656,610 (1,084,080) 236,011

Amounts due from / to group undertakings are unsecured, interest free and have no fixed term of
repayment.

CONTROL OF CAMELLIA PLC

Camellia Holding AG holds 1,427,000 ordinary shares of Camellia Plc (representing 51.67% of total
voting rights). Camellia Holding AG is owned by The Camellia Private Trust Company Ltd, a private
trust company incorporated under the laws of Bermuda to act as a trustee of the Camellia Foundation.
The Camellia Foundation is a Bermudian trust, the income of which is utilised for charitable, educational
and humanitarian causes at the discretion of the trustees.
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