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At Cafédirect our mission
is to change lives and
build communities through
inspirational, sustainable
business. We focus our social
and economic impact in the
developing world.
Cocoa partners
Dominican Republic
> CONACADO

Peru

> COCLA

São Tomé and Príncipe
> CECAQ-11

TEa partners
Kenya

> Eastern Produce Kenya-OEP
> Kiegoi
> Michimikuru

Rwanda

> Sorwathe S.A.R.L.

Tanzania
> Kibena
> RSTGA

Uganda

> Igara
> Kayonza
> Mabale
> Mpanga

Coffee partners
Costa Rica

letter from the producers

> COOCAFE

Dominican Republic
> FEDECARES

Haiti

> RECOCARNO

Mexico

> Union Majomut
> San Fernando
> Más Café
> CESMACH
> Huatusco

Nicaragua

> PRODECOOP
> CECOCAFEN

Peru

> CECOVASA
> COCLA
> C.A.C. San Juan Del Oro
> C.A.C. Bagua Grande
> CEPICAFE
> APROCASSI
> C.A.C. Frontera de San Ignacio
> C.A.C. La Prosperidad de Chirinos
> C.A.C. Pangoa

Rwanda
> Misozi

Tanzania
> KCU
> KNCU
> KDCU

Uganda

> Gumutindo
> ACPCU

In business it's rare to come across good hearted people who work
in solidarity with small producers from the developing world.
This is different for tea, coffee and
cocoa producers from across Africa,
Latin America and Asia, thanks to
the work of Cafédirect, who decided
many years ago to partner with
producer organisations in a new type
of business.
We are proud to have been
nominated by Cafédirect Producers
Limited (CPL) to be Producer
Directors on the Board of Cafédirect.
Our role is to ensure that producer
interests are represented in the
company’s plans and objectives.
Having traded with Cafédirect
ourselves, and within our role as
producer representatives, we can
attest to what this exceptional
business model, built on partnership,
means for small producer
organisations. The benefits go
beyond measure. In addition to
purchasing products and paying
premiums like other Fairtradecertified companies, Cafédirect
strengthens producer organisations
through the Producer Partnership
Programme (PPP), which is now
controlled and managed by the
Cafédirect Producers’ Foundation
(CPF).
The projects undertaken with these
funds include developing climate
change adaptation strategies,
capacity building, compliance
with international standards and
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organisational restructuring. For the
first time, producers feel empowered
to reap more value from their
products with positive results for their
organisations and wider communities.
The funds are also now sent directly
by CPF to producer organizations,
allowing them to choose and manage
the projects independently, unlike
before where these funds were used
by contracted implementers.
CPF, a charity owned and led by
the producers themselves, was
established to mitigate the threat
difficult market conditions bring to
this producer support. One of CPF’s
most important functions is sourcing
additional funds from third parties.
So far, it has secured funding from
Comic Relief, to support adaptation
to climate change in East Africa, and
from the Nominet Trust to launch a
digital communications platform for
producers.
Cafédirect is unique because of
its commitment to support the
PPP; this model is needed today
more than ever. The entry of large
companies into Fairtrade markets
has resulted in practices where
quality and the livelihoods of small
producers no longer seem to matter.
Small producers are sadly becoming
secondary to the primary goal of
growing the Fairtrade market.

In the coffee market, for example,
high prices, ongoing competition
between transnational companies
and cooperatives and increasing
market volatility seriously threaten
the future of the cooperatives.
These conditions also threaten the
entire Fairtrade movement as their
disappearance would be a huge blow
to the scheme.
Facing this difficult situation, we
encourage other Fairtrade buyers to
emulate the Cafédirect model where
the livelihoods of small producers,
and the organisations that represent
them, are supported. Without a
doubt, the Cafédirect way of doing
business ensures a win-win situation
for all and is the first step toward a
fairer and better world.
Signed,

Andrew Kobia Ethuru &
Álvaro Gómez Ferreto
Cafédirect Board Members and
CPL Trustees
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As a business,
we are
committed
to a triple
bottom line
approach
and know
this can only
be achieved
by firstly
providing
a tasty and
meaningful
experience
to consumers.

Chair's letter
DEAR SHAREHOLDER,
BY ANY YARDSTICK, 2010 HAS BEEN A
SIGNIFICANT YEAR IN OUR HISTORY AND BRINGS
TO A CLOSE OUR SECOND DECADE IN BUSINESS.
This year we set out to simplify the
Guardian Share Company as well as
Cafédirect’s Articles of Association.
As part of the process, three of our
founders (Equal Exchange, Traidcraft
and Twin) have agreed to sell their
shareholdings. The result of these
changes is a structure that allows the
business to evolve and to more easily
raise funds for future growth.
I am delighted to report that we
have successfully transitioned the
overall governance and shareholding
of your company. Having now
completed this first step, we
are ready to vigorously face the
challenges and opportunities at the
beginning of our third decade.
On that note, we appreciate the
continuing support from our
remaining founders, Oxfam and
Cafédirect Producers Limited
(CPL) and we welcome Oikocredit
as a significant new shareholder
and board member. We are also
encouraged by the great support
from so many other shareholders,
and particularly from 328 of you,
who decided to increase your
investment in the company.
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CEO's letter

These changes, within a very
tough trading year, mark a great
achievement. I want to recognise
the fine contributions from so
many, particularly our producer
partners and employees, in making
this possible.
As a business, we are committed
to a triple bottom line approach
and know this can only be
achieved by firstly providing a
tasty and meaningful experience to
consumers. This is top of our agenda
for 2011.
This report is strong evidence of our
progress and I hope it encourages
you for the future.

Geoff Tudhope

living up to our gold standard in Challenging
Grower focused
times

Dear Shareholder,
2010 has been a blend of progress and continued
significant challenge in the UK retail sector,
as our business results illustrate.
The way we change lives was
demonstrated in 11 cocoa growing
communities in São Tomé & Príncipe.
New skills, new pride and five times
the level of income have transformed
the way of life for these communities.
We now purchase 50% of the São
Tomé crop and the CECAQ-11
organisation is going from strength
to strength. It was a joy to visit the
newly formed group and share
their excitement for the Cafédirect
partnership.
It was also our first year buying
coffee directly through our team
led by Paúl Perezgrovas from his
base in Mexico. Paúl visited 20 out
of 25 Cafédirect coffee partners. As
I write, coffee prices are hitting a 34
year high, with demand outstripping
supply, so these direct, strengthened
relationships with coffee growers are
more important than ever.
Getting the Cafédirect Producers’
Foundation (CPF) up and running
was another milestone. CPF is now
a legally independent charity, with
producer representatives leading
its governance. Cafédirect’s annual
donation to CPF continues to
support the Producer Partnership
Programme, but funds are
now disbursed directly to each
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producer partner to support the
implementation of action plans they
have developed. The fact that CPF
received action plans from all 35
producer groups was a significant
achievement, and their success in
raising additional grant funding was
another key step in becoming a
thriving foundation.

value chain and invested in carbon
sequestration and adaptation for
coffee farmers in Peru. CPF is
also focussing on climate change
adaptation and, with support from
Comic Relief, is now rolling out
the Adaptation to Climate Change
programme to six producer groups
in East Africa.

Securing UK supermarket support
has proved challenging and
expensive as Fairtrade gained further
mainstream momentum. We are
finding new ways to embrace this
reality, investing in the Cafédirect
brand whilst also developing new
revenue streams and innovative
packaging materials so that our
products are delivered in packaging
as sustainable as the coffee, tea
and cocoa inside. Looking to the UK
Foodservice channel, I thank Peros
for their continued support and am
pleased to say we can now be found
in Birmingham University, The Royal
Shakespeare Theatre in Stratford-onAvon and Goldman Sachs.

We depend on the support of our
Shareholders and Friends and I
thank you enormously for this
support in 2010, particularly those
of you who were actively involved
in everything from media interview
introductions to help at events and
the funding of new investment.
I would finally like to thank the
Cafédirect Producers and all our
staff in a very demanding year.
With best wishes,

Anne MacCaig

As small-scale producers are some
of the most vulnerable to climate
change, forging ahead with our
environmental programme has
been a priority. We have conducted
a carbon footprint across the
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WELCOME
WELCOME TO THE 2010 PERFORMANCE REPORT ON OUR
GOLD STANDARD. HAVING DRAFTED THE ORIGINAL VERSION
WHEN WE BECAME A PLC IN 2004, OUR TWO MOST RECENT
REPORTS OUTLINED OUR JOURNEY TO UPDATE THE STANDARD
TO STAY RELEVANT IN A QUICKLY CHANGING WORLD.

Grower focused
in all we do
The result is a sharper set of guiding principles
for the business and a commitment to report our
progress transparently, but also in an interesting
and readable form. We hope we've come close to
the mark with this report.

Having tracked our progress
throughout the year using a mix of
quantitative and qualitative indicators,
our conclusion reflects the title of this
report: ‘Living up to the Gold Standard
in Challenging Times’. As you will see
in these pages, 2010 was, indeed,
a challenging year for Cafédirect.
Yet we’re proud to say that we’ve
maintained our core commitments
to producers despite lower sales,
boosted our environmental efforts
and done a better job engaging with
our key stakeholders, from producers
to consumers.
This report is once again divided
into the main sections of our Gold
Standard. In each section, you’ll see
our commitments listed alongside
a set of summary key performance
indicators. We’ve chosen those that
give the clearest glimpse of our
performance, both in areas where
we’ve succeeded and in those where
we’ve struggled. If you’re interested
in seeing more than the subset
provided here, please log on to the
shareholder HUB for the wider list
of indicators we’re tracking.

integrated
environmental action

There are also some differences in this
report from past years:
• We’ve shortened the length to make
it more easily readable
• Each Gold Standard section provides
more quantitative data on our impact
• We don’t try to cover all the great
stories from the year here, but rather
focus on a few key examples in
each section. We feel it makes this
document more useful, especially
given the increasing variety of digital
communications (our e-newsletter,
our website, our blog, etc.) we are
now using to share our stories in
more depth throughout the year.

an inspirational &
Accountable business

The icons above correspond to the
three main sections of the report and
will help you navigate the pages to
follow. We hope you enjoy reading
this account of the financial, social and
environmental impact of the business
in 2010.
Please do let us know what you think.
Our contact details are on the back
cover or you can email us at info@
cafedirect.co.uk.

You can do so at:
www.cafedirectfamily.co.uk
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   our performance

grower
focused
in all
we do

total volumes purchased

pre-finance facilitated by cafédirect in 2010
As a Fairtradecertified company,
we provide access
to pre-financing
for producer
organisations
if requested.

4000

Direct
2 loans

3500
3000

tonnes

2500
2000
*15-month period

1500
1000
500
0

We work directly with smallholder
growers through long-term
partnerships which seek to reduce the
disproportionately high risks they face
in the global market, increase value at
origin and strengthen their voice in the
company's operations.

2006/07

2007/08

2008/09*

3rd Party
ethical lenders
20 loans

2010

The significantly lower volumes we purchased in 2010 relate to the
very competitive sales environment, especially in the supermarket
sector. While the vast majority of the raw material we purchase comes
from 100% smallholder-owned organisations, a small percentage is
purchased from tea organisations that are not, but all have some degree
of smallholder involvement, which we support through CPF†.

We are proud to report openly how we meet this requirement for
producer organisations, a vital support when they struggle to obtain
credit locally and when high commodity prices make competition
with middle-men for the raw material particularly fierce.

Premiums, ppp investment & CPF donations

annual producer survey

3%

Since 2004 Cafédirect has
paid more than £12.8 million
in premiums, PPP investment
and CPF donations*

How would you
rate Cafédirect's
transparency?

Very
transparent

29%

Premiums above market price
PPP investment
CPF donations*

We invest at least one third of our
profits into a grower-led programme
which supports the growers' businesses
so that they can become stronger and
more sustainable in their own right.

Do our
organisations
share the same
values and
principles?

Values are mostly
aligned with some
separate

*excluding £600,000 committed
to CPF in 2010 to be paid in
2011–2013
CPF = Cafédirect Producers’
Foundation
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Values are
strongly aligned

Values mostly separate
with some alignment
0

Grower focused

Completely
transparent

Somewhat transparent

68%

We pay a price that recognises the cost
and sustainability of production.
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tonnes purchased from
100% smallholder-owned
organisations

5

10
Total respondents

15

20

This year we inaugurated our first, annual survey of producer
organisations, creating an anonymous way for them to give feedback on
the relationship between Cafédirect and their organisations. Though
we hope to improve the 50% response rate in future surveys, the results
indicated that we’re doing well in meeting our commitment to be
‘grower-focused’ and to communicate openly with producer groups.
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CAFÉDIRECT'S DONATIONS TO CPF, OVER AND ABOVE OUR
FAIRTRADE OBLIGATIONS, ARE A SIGNIFICANT EXPRESSION
OF OUR COMMITMENT TO PRODUCERS.

<

Students working on the
demonstration farm.

100% of the 35 groups receiving
these funds completed their own
action plans, and 30 have since
submitted final reports on their
progress. A smaller amount of
funding (£49,200) supported joint
projects across groups of producers.
Cross Learning: training of trainers,
networking, horizontal learning

Environment:
climate change,
sustainable
agriculture

Governance
& Internal
Procedures

Operational Management:
quality control, marketing,
certifications
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Jennifer Rotich,
a Nutritionist,
demonstrates the
benefits of a
kitchen garden.

DEVELOPING LOCAL MARKETS

THIS YEAR, PRODUCER GROUPS CREATED THEIR OWN PPP PLANS
AND DEVELOPMENT INDICATORS, AS WELL AS REPORTED THEIR
OWN PROGRESS. THIS IS A BIG SHIFT FROM THE PREVIOUS
PPP STRUCTURE WHERE IMPLEMENTATION AND REPORTING
WERE DONE BY THIRD PARTY ORGANISATIONS.
The results have been impressive.
The largest chunk of Cafédirect
funding (£192,000) was allocated
to individual organisations to spend
within the categories of Environment,
Operational Management and
Governance. See the chart below
for a breakdown by category.

<

grower focused  review of the year

Pruning coffee and shade
trees in Peru.

RURAL ENTREPRENEURS IN PERU

SUSTAINABLE AGRICULTURE

The Frontera San Ignacio
coffee cooperative created
an apprenticeship scheme for
marginalised groups, such as local
youth and women, to become more
involved in the coffee trade. Called
“Young Rural Entrepreneurs – We
Are Ready!”, The project trained
26 apprentices during the year
through classroom and practical
workshops. Focussing on soil health,
the group learned how to analyse
soil conditions, apply fertilizer and
control pests. They then put their
understanding into practice on a
demonstration site before taking
the knowledge and skills back to
their own farms. After finishing their
training, the group took an exam and
four were subsequently offered fulltime employment at the cooperative.

In another region of Peru, coffee
farmers from Chirinos were trained
to boost their coffee yield while still
working in harmony with nature.
With an emphasis on organic
production, over 330 farmers
attended eight technical workshops
where they learned how to prune
their coffee trees to increase their
harvest. This is especially important
for older trees. On the steep
slopes of the Andes, soil
erosion is also a major issue,
so farmers were taught to
construct barriers (made either
from stones or other ‘dead’
material or from ‘living’ plants
in the form of hedges) to catch
the runoff from the steep slopes.
Sharing their progress, Chirinos
reports that over 200 of the
farmers have since implemented
these techniques on their farms.

Grower focused
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At the Kilimanjaro Native
Cooperative Union (KNCU) in
Tanzania, funding was used to
co-finance the design of a local
coffee shop and to develop a
roast and ground product for local
consumption. While the vast majority
of the coffee produced by our
partners is exported internationally,
there is an increasing focus on
developing local markets. In
partnership with the Royal Tropical
Institute (KIT), KNCU ran a 4-day
branding workshop for 12 employees,
coming up with a name and logo for
the brew. At the newly built Union
Café in Moshi, customers can sip
Union Coffee and rest easy in the
knowledge that they are drinking
a truly local brew grown by smallscale farmers on the slopes of
Mt. Kilimanjaro.

FROM TEA TO BEES AND
PASSION FRUIT
At Eastern Produce, in Kenya,
the Outgrower Empowerment
Programme is an organisation of
smallholder farmers, or ‘outgrowers’,
who sell their tea to the Eastern
Produce estate, of which they
themselves are part-owners. As
smallholder tea farmers tend to
grow only tea, and are thus entirely
dependent on the success of the
harvest for their income, the group
is encouraging its members to
diversify. They are training the
farmers to keep bees, which benefits
the eco-system, while also growing
other crops the farmers can sell for
cash, such as vegetables, passion
fruit and bananas. They’re also
demonstrating how farmers can
grow kitchen gardens to provide
food for their families, which is
especially important if the tea crop
suffers from the frequent drought.
Over 200 farmers and 35 school
children attended the training
sessions this year.
< The new Union Café in Moshi.
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   our performance

Integrated
Environmental
Action

REDUCED AVERAGE WEIGHT OF PACKAGING

10%

The % decrease in the average weight of
packaging per product. Between 2009 and
2010, the average weight decreased from
398g to 355g.

We seek to understand the positive and negative
environmental impacts of all aspects across
our supply chain, from grower to consumer.
In our work with smallholder growers,
we encourage environmentally sustainable
production, support the positive impact they
have on the environment and strengthen
their ability to adapt to climate change.
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DISPOSABLE CUP WASTE

Absolute carbon emissions from processing

This Summer our Container House travelled to eight events and
served thousands of cups of coffee. Whilst getting the word out about
our delicious products is important, we wanted to manage the waste
responsibly. Facilities accepting compostable cups are hard to find, so
we recycled the paper cups instead. We managed to recycle 79% of the
300,000 cups, with an aim of 100% in 2011.

We take full responsibility to measure and
reduce the negative impacts under our control.
integrated Environmental Action

Our carbon footprint showed that over 70%
of the carbon emissions from a cup of our
tea or coffee comes from boiling the kettle.
We help consumers reduce emissions by reminding them to boil only the
water they need, plus we joined forces with Ecotricity (a UK renewable
energy company) to offer consumers an easy way to cut the carbon
footprint of their cuppas (not to mention their lights, home appliances,
etc.). We’re continuing the partnership into 2011 and hope to inspire even
more households to make the switch.

The number of disposable sampling
cups that we recycled vs. sending
to landfill

We use our business model to encourage
responsible consumption.

169

more households now
boil their kettles with
renewable electricity.

We’ve set a target to reduce the overall amount of packaging used
in our products by an average of 15% by 2015. This year reductions
resulted from switching to tea cases that use 28% less cardboard (saving
over 5 tonnes of board in a typical sales year) and as a consequence of
discontinued products that were sold in heavier jars. We’re also aiming
for 100% recyclable or compostable packaging by 2012.

237,000

We collaborate with our processing partners
across our supply chain and use our influence
to incentivise the highest environmental
performance and to spur innovation.

renewable electricity
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17%

The % decrease of
carbon emitted from
processing our products
between 2009 and 2010. 1,585 tonnes were
emitted in 2009. In 2010, that number was 1318.

We set ourselves a target to reduce absolute emissions 15% by 2013
to spur collaboration with our processing partners and to avoid using
increased sales as an excuse to emit more carbon. While this drop in 2010
is due mostly to decreased sales, we did achieve 3% lower emissions on
our Roast & Ground coffee products due to increased efficiency by our
coffee roaster, Bewley’s. In addition, Bewley’s sources 100% renewable
energy, which mitigates the effect of the remaining carbon emissions from
our Roast & Ground coffee production.
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Integrated Environmental Action   review of the year
Cafédirect's environmental strategy is based on taking
responsibility for the impacts arising from our full supply
chain. Our limited control over parts of the chain means we
use collaboration & influence to achieve improvements. The
diagram below summarises our key priorities for 2010-2012.

Production

Adaptation to
climate change
for smallholder
farmers

Manufacturing

Collaboration
with processing
partners to
reduce carbon
emissions &
waste

Packaging

Reduce overall
packaging &
use sustainable
materials

Consumption

Understand
the whole

Pilot ways to
address carbon
& waste impact
in & out-of-home

LINKING REFORESTATION & COFFEE:
The CEPICAFE coffee cooperative
was one of four pilot groups who
participated in our 2007-2010
AdapCC project with the German
Technical Cooperation (now called
GIZ). Facing decreasing and more
erratic rainfall, CEPICAFE decided to
investigate funding adaptation with
their farmers through a link to the
voluntary carbon market. As adding
more shade trees to the coffee farms
at 1200m wouldn’t capture enough
carbon to be viable, a mutually
beneficial arrangement was created
with the higher altitude communities
near the town of Choco.
By reforesting the degraded
grasslands higher up at 3200m, the
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project enables the local people,
who live almost completely off
subsistence agriculture, to receive a
rare source of income by managing
the tree nurseries and planting the
seedlings. They also own the trees,
which are growing on communal
land, and will eventually be able to
sell sustainably harvested wood.
Once the planted trees have been
certified to the CarbonFix standard,
the carbon credits will then be sold
and 10% of the income will go to
CEPICAFE, a unique example of using
mitigation (or capturing carbon) to
fund adaptation (or adjusting to the
effects of the climate). As the coffee
farmers and the Choco villagers share
the same watershed, the reforestation
benefits both areas by preventing
erosion and strengthening the river
eco-system that connects them.
The carbon credits from the newly
planted forests will ideally be sold
to buyers within the same coffee
supply chain. Cafédirect, for example,
is pre-paying funds to purchase
credits, which helps the project
secure the capital needed to get off
the ground. We’re also encouraging
our partners along the supply chain
to purchase credits from this project,
allowing them to take responsibility
for their emissions by supporting
those within the same supply chain
that are struggling to cope with
climate change. The result will be a
more sustainable supply chain for all
supported by an elegant, closed-loop
carbon trading system.

integrated Environmental Action

A GREEN TASTE OF CAFÉDIRECT
Last summer our Container House
took to the streets around the UK to
spread the word about our delicious,
single-origin coffees. We were proud
of its eye-catching beauty, but even
prouder of its eco-credentials. We
used the Container House to educate
consumers (as well as the event
agency we worked with) that a wholly
sustainable experience was not only
possible, but stylish and practical.

The canopy was made from
recycling camping tents
discarded at UK festivals.

The container itself was crafted
from a recycled shipping container,
the same kind used to carry the raw
tea, coffee and cacao from origin to
the UK. We painted it bright orange
and revamped the inside with the
help of eco-designer Wayne
Hemingway.

The furniture was second-hand
and lovingly reupholstered
using our coffee sacks by the
Restore Community Project,
a London charity.

The kitchen cabinets and
the ramp to the Container were made
from recycled wooden pallets.

Coffee grounds were
composted and 79% of the
sampling cups were recycled
through a UK business that
turned them into towelling
and toilet roll.
Annual Report 2010

Decorative items
such as the china
cups, teapots and
blackboards came
from second-hand
and vintage shops.
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our performance

An Inspirational
& Accountable
Business

Producer Engagement:

In 2010 we held 3
producer update
meetings in Costa Rica,
Peru and Uganda.

fairly to create sustainable livelihoods, and
also with those for whom we can be a catalyst
for change toward these beliefs.

As a public company and social enterprise, we
conduct business professionally and aim to deliver
a strong social return to our shareholders
through additional support to growers.

We enable consumers to use their purchases to
break down anonymous trading relationships,
increase awareness of our global
interdependence and to help balance inequities
in knowledge and power.

We engage all employees in Cafédirect's mission
and in connections with our grower partners, and
ensure they achieve their full potential through
continuous learning and regular, transparent
performance management.

We communicate with stakeholders in an open,
transparent way, making contact easy, taking
all input seriously and responding honestly
and promptly.

With our roots in the fair trade movement,
we seek out partnerships with like-minded
organisations, suppliers, customers, individuals
and investors who believe in the power of trading

We publish our commitments, measure progress
towards them and report that progress simply
and transparently, including independent
verification where appropriate.
AN Inspirational & Accountable Business

As a grower-focused business, continually improving our dialogue with
producers is a key target. This year we inaugurated face-to-face meetings
with producer organisations in Africa, South and Central America. We
aim to hold these annually, offering a chance to share information about
the UK market, plan seasonal purchases and hear about challenges for
farmers on the ground.

As a small business, we pride ourselves on punching above our weight,
and cultivating partnerships with other like-minded companies allows us
to do just that. These partnerships bring our brand and products to new
target audiences likely to share our values and be open to hearing about
our business. Our association with a brand the consumers already know
boosts our credentials with these potential new consumers.

EMPLOYEE SATISFACTION:

Friends of Cafédirect

S t ro n
gly
a g re e

We strive to be the most influential ethical
business in the UK, leading by example and
inspiring positive change.
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In 2010, we partnered with:

Disagree

Neutral

Agree

When asked
how much they
agreed with being
satisfied overall
with Cafédirect
as an employer,
the majority of
employees responded
positively.

This year we launched an annual employee survey to capture the opinions
of our staff here in London. The responses identified some strengths, such
as 77% of our staff having learned new skills in 2010, as well as areas to
work on, such as interdepartmental communication, planning and clearer
company policies on pay and benefits. Our target for 2011 is for 65% of
employees to agree with being satisfied overall.

Annual Report 2010

124,138

The total number of Friends of Cafédirect
(FOCD) at the end of 2010, up 34% from 2009.
Since 2005, we’ve steadily grown our database of FOCD and are
increasing 2-way dialogue with this valuable group. Beyond our monthly
e-newsletter, in 2010 we surveyed them to understand better how they
relate to our brand. Over 5,000 responded, allowing us to test out new
ideas in targeted focus groups and to build loyalty and engagement
with Cafédirect. Our Facebook and Twitter presence also provides
opportunities for 2-way dialogue.

17

An Inspirational & Accountable Business   review of the year

2,130 followers
a 88% increase
12,993 average
monthly unique
visitors to
the website
a 33% increase

<

2,944 followers
a 577% increase

SOW YOUR OWN CAMPAIGN
Last Spring we launched our Sow
Your Own campaign building the
association between our small scale
growers and the surging public
interest in ‘growing your own’ food.
We gave away free packets of herb
seeds on selected coffee products
and encouraged consumers to
plant the seeds in creative mini
allotments. We also joined forces
with celebrities such as Stella
McCartney, who donated items
ranging from handbags to teapots
to house these mini gardens. The
campaign resulted in excellent media
coverage, including The Sunday
Telegraph and the Daily Mail.

BRINGING SÃO TOMÉ TO LIFE
You may remember our ongoing
work with cocoa growers from São
Tomé & Príncipe, otherwise known
as Africa’s ‘Chocolate Island’. We’re
thrilled to report that the Fairtradecertified farmers now receive 500%
more income from fermenting,
drying and exporting their crop
directly than when they previously
sold the raw product to middle-men.
Having received our first shipments
of cocoa, we have been focussing
on launching the finished product
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(a delicious add-water alternative to
our San Cristobal drinking chocolate)
and telling its story to potential buyers.
One way we’ve communicated this
story was via a report written by
Tristan McConnell, the East African
correspondent for The Times and
contributor to publications such as
The Economist and New Statesman.
The colourful document tells the
story from start to finish through
vivid images and interviews with
both producers and Cafédirect staff.
The paper has allowed us to show
São Tomé as a shining example of
a sustainable supply chain and has
already resulted in coverage
in The Independent and on the
BBC World Service, as well as
helping to secure several listings
in out-of-home venues.
Our São Tomé Instant cocoa is
now available to buy in wholefood
and healthfood shops and we’re
hoping for a supermarket listing
soon. You can read the full
story at www.cafedirect.co.uk/
JourneyToDirectTrade.

AN Inspirational & Accountable Business

<

2010 DIGITAL HIGHLIGHTS

CONTAINER HOUSE

Roque Pimentel plants a
cocoa seedling in São Tomé.

This year we launched the Cafédirect
Container House to bring our
products directly to new consumers,
challenging them to taste the
difference between our single-origin
coffees. The House was designed
by Wayne Hemingway, built entirely
from up-cycled materials, and
formed from a shipping container.
See page 15 for a breakdown of the
Container House’s environmental
credentials. During its 45-day tour to
eight different locations, the House
grabbed consumers’ attention with
its eco-chic design and provided a
unique sampling experience for over
47,000 consumers.

CAFFE CULTURE 2010
This year we had a big presence
at Caffe Culture, the UK’s primary
event for the café and coffee bar
market. Held over three days, it
brought together thousands of
buyers to peruse the offerings of
suppliers of coffee, machinery and
accessories, and hosted the World
Barista Championships. We created a
fully-functioning Cafédirect-branded
cafe within the exhibition space,
allowing attendees to sample our
drinks while learning about our
business. The major objective
was to highlight our high-quality
products and knowledge of market
trends to go alongside our well
established reputation as an ethical
supplier. Our presence at the event
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Our newly expanded
cocoa range

<

BUILDING ENGAGEMENT: From consumers to trade
customers, we've connected with new audiences
during 2010, especially via digital communications.

A mini-allotment grabs
attention on the tube.

has resulted in £200,000 of new
business to date, including contracts
with the NHS, the National Union
of Students (NUS) and specialist
distributor Kingdom Coffee.
In keeping with our commitment to
minimise the environmental impact
of our events, the cafe furniture was
second-hand and restored with new
coffee sack upholstery. The walls
(and all other furniture items) were
100% recyclable and were recycled
after the event. Even the stand-up
sign was made from recycled and
recyclable materials as part of our
aim to use only 100% sustainable
branding by the end of 2012.

REAPING REWARDS:
Our pioneering projects in
sustainability were recognised
three times last year, with our
AdapCC project (in partnership
with the German Technical

Cooperation) on supporting
farmers to adapt to climate change
singled out for praise. First, we
took the crown in the Sustainable
Procurement category, and were
Runner Up in the Sustainable Finance
category, of the London Sustainable
City Awards. We were also extremely
proud to be announced as Runner
Up in the Business Commitment
to the Environment awards and as
Highly Commended in the United
Nations’ World Business and
Development Awards. The latter saw
AdapCC recognised among a top-20
group of world-wide projects aimed
at proving that business can address
the challenges of the Millenium
Development Goals. Finally, and
demonstrating that our ethics lead to
the best tasting products, we were
delighted to receive five prestigious
Great Taste Awards for our tea
and coffee.

< The Cafedirect café at
Caffe Culture.
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2010 FINANCIAL SUMMARY
THE COMPANY CHANGED ITS FINANCIAL YEAR-END IN 2009 FROM SEPTEMBER TO DECEMBER.
THE RESULTS FOR 2010 THEREFORE REPRESENT THE 12 MONTHS ENDED 31 DECEMBER 2010 ("2010")
AND THE RESULTS FOR 2008/09 REPRESENT THE 15 MONTHS ENDED 31 DECEMBER 2009 ("2009").

Average monthly sales turnover*

Gross margin %

2,000

35

1,800
30
1,600

Average staff numbers were also
lower during 2010 than 2009 (36
compared with 39). This was despite
the establishment of a new in-house
coffee and cocoa procurement team
set up as a result of the mutually
agreed conclusion of the Twin
Trading contract.

In addition to donations to CPF, as a
100% Fairtrade company Cafédirect
meets all the requirements laid
down by the Fairtrade Labelling
Organisation, including the payment
of Fairtrade premiums for coffee, tea
and cocoa raw materials. In 2010, the
company paid Fairtrade premiums
of £407,000.

During 2010 Cafédirect Producers’
Foundation (“CPF”) completed its
first full year of operations. CPF
is a producer-owned charity which

The company continued to maintain
a strong balance sheet with cash of
£3.4m and net assets of £7.4m at
31 December 2010.
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Net cash position at end of year
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Reducing overheads was another
focus during 2010, falling by 19%
on a like-for-like basis compared
with 2009, saving £230,000. This
followed a reduction of 28% in 2009
compared with 2008.

Before the cost of donations paid
to CPF, the company made a profit
in 2010 of £302,000. Donations
of £366,000 were made to CPF,
resulting in a loss of £64,000. At
the Annual General Meeting in
June 2010 Cafédirect shareholders
approved a resolution to commit
further donations of £600,000 to
CPF. These will be paid in 2011-2013
but the cost has been taken in 2010
bringing the Loss before Tax to
£664,000.
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1,400

£’000

Following the conclusion of the
sales agency arrangements with
Bridgethorne in mid-2009, full
year savings were made in selling
costs in 2010. Marketing spend was
also lower, partly as a result of the
company having undertaken a major
re-launch of its brand and packaging
designs in May 2009. On a like-forlike basis, 2010 marketing and selling
costs were 42% lower than in 2009,
saving £793,000.

controls and manages the PPP
(Producer Partnership Programme),
partly using funds donated by
Cafédirect. The establishment of
CPF is a significant step towards
the company’s goal of empowering
disadvantaged smallholder producers.
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Gross margin percentage fell in
2010 to 27% compared with 29% in
2009. This was mainly due to the
weakness of sterling, which made
imported raw materials purchased in
US dollars more expensive, as well as

the company increasing the number
of promotions it ran, in line with
competitor activity.

£’000

The company’s turnover in 2010
was £15.7m compared with £24.3m
in 2009. On a like-for-like basis
this represents a 19% decrease.
The UK market continued to be
challenging during 2010 and sales
volumes and margins were adversely
affected. The ongoing adoption
of the Fairtrade and other ethical
labels by mainstream competitor
brands and supermarket own label
products continued to make the
competitive landscape difficult.
Sales to the supermarkets were most
affected, although they did stabilise
during the year and showed signs of
improvement from the low in August.
Revenues from out-of-home and
international customers performed
better, both achieving year-on-year
growth. By product group, our
award-winning Roast & Ground and
Wholebean coffees performed more
strongly than Freeze-Dried coffee
and Tea, which compete in more
price sensitive markets. Premium hot
chocolate products performed well,
with sales growing 18% year-on-year.
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*	Given the change of year-end in 2009, average monthly figures have been used to provide a more comparable view of our financial performance
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A Look to 2011

Here's what you can do to help us grow
and prosper:
Ask for Cafédirect at your local supermarket
or independent convenience store
Ask your workplace to serve Cafédirect if
it doesn't already
Introduce friends and family to our award
winning products - for ideas and resources,
go to: www.cafedirect.co.uk/friends
Try another product from our fabulous
range - look out for our tea and hot
chocolate drinks

HERE'S A BRIEF PREVIEW OF OUR PLANS FOR 2011. CHECK OUR
WEBSITE REGULARLY OR SIGN UP TO BE A FRIEND OF CAFÉDIRECT
TO GET ALL THE LATEST NEWS.
• We are predicting another
extremely challenging year due to
the current UK consumer-spending
climate and the dramatic rises in
commodity prices, particularly
coffee and cocoa. As a result, we
will be substantially reducing the
costs of running the business in
2011/12 to allow our price positions
to be competitive.

• From April we will be investing in
the ‘Delicious coffee/tea Direct
from the grower’ campaign in the
Observer/Guardian, building better
consumer understanding that the
way we work brings excellent taste
and quality as well as all the social
and environmental benefits.
• Sustainable packaging will be a vital
part of our innovation programme.
• We will be increasing the focus
on expansion into international
markets: further extending in
Asia from our hubs in Hong
Kong and Singapore, launching
in Thailand and scoping other
international opportunities.
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To find out more about our campaigns
and get involved in our events, you can:
Sign up for our e-newsletter
(www.cafedirect.co.uk/friends)
Read our blog (www/cafedirect.co.uk/blog)
Follow us on twitter (twitter.com/Cafedirect_hq)
Become a fan on Facebook
(www.facebook.com/cafedirect)

living up to our gold standard in Challenging times

Cafédirect
Unit F, Zetland House
5-25 Scrutton Street
London EC2A 4HJ
www.cafedirect.co.uk

Designed and produced by www.fabrikbrands.com
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Cafédirect plc
DIRECTORS’ REPORT

The directors present their report and financial statements for the year ended 31 December 2010.
PRINCIPAL ACTIVITIES
The principal activity of the company in the year under review was that of brand management and trading in
Fairtrade coffee, tea and cocoa products under the brand name Cafédirect.
No significant change in the nature of these activities occurred during the year.
BUSINESS REVIEW
The company changed its financial year-end in 2009 from September to December. The results for 2010
therefore represent the 12 months ended 31 December 2010 (“2010”) and the results for 2008/09 represent the
15 months ended 31 December 2009 (“2009”).
The company’s turnover in 2010 was £15.7m compared with £24.3m in 2009. On a like-for-like basis this
represents a 19% decrease. The UK market continued to be challenging during 2010 and sales volumes and
margins were adversely affected. The ongoing adoption of the Fairtrade and other ethical labels by mainstream
competitor brands and supermarket own label products continued to make the competitive landscape difficult.
Sales to the supermarkets were most affected, although they did stabilise during the year and showed signs of
improvement from the low in August. Revenues from out-of-home and international customers performed
better, both achieving year-on-year growth. By product group, our award-winning Roast & Ground and
Wholebean coffees performed more strongly than Freeze-Dried coffee and Tea, which compete in more price
sensitive markets. Premium hot chocolate products performed well, with sales growing strongly year-on-year.
Gross margin percentage fell in 2010 to 27% compared with 29% in 2009. This was mainly due to the weakness
of sterling, which made imported raw materials purchased in US dollars more expensive, as well as the company
increasing the number of promotions it ran, in line with competitor activity.
Following the conclusion of the sales agency arrangements with Bridgethorne in mid-2009, full year savings
were made in selling costs in 2010. Marketing spend was also lower, partly as a result of the company having
undertaken a major re-launch of its brand and packaging designs in May 2009. On a like-for-like basis, 2010
marketing and selling costs were 42% lower than in 2009, saving £793,000.
Reducing overheads was another focus during 2010, falling by 19% on a like-for-like basis compared with
2009, saving £230,000. This followed a reduction of 28% in 2009 compared with 2008.
Average staff numbers were also lower during 2010 than 2009 (36 compared with 39). This was despite the
establishment of a new in-house coffee and cocoa procurement team set up as a result of the mutually agreed
conclusion of the Twin Trading contract.
During 2010 Cafédirect Producers’ Foundation (“CPF”) completed its first full year of operation. CPF is a
producer-owned charity which controls and manages the PPP (Producer Partnership Programme), partly using
funds donated by Cafédirect. The establishment of CPF is a significant step towards the company’s goal of
empowering disadvantaged smallholder producers. See the “Benefits to Growers” section below for further
explanation of CPF and PPP.
Before the cost of donations paid to CPF, the company made a profit in 2010 of £302,000. Donations of
£366,000 were made to CPF, resulting in a loss of £64,000. At the Annual General Meeting in June 2010
Cafédirect shareholders approved a resolution to commit further donations of £600,000 to CPF. These will be
paid in 2011-2013 but the cost has been taken in 2010 bringing the Loss before Tax to £664,000.
The company continued to maintain a strong balance sheet with cash of £3.4m and net assets of £7.4m at 31
December 2010. On 1 February 2011, the company issued new shares and purchased some of its existing shares
resulting in a net cash outlay, before costs, of £0.8m. A new strategic investor, Oikocredit which is based in the
Netherlands, invested £0.6m as part of the February 2011 share issue. Oikocredit has made a commitment,
subject to the terms of a subscription agreement signed with the company in December 2010, to invest a further
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£0.6m within the next 12 months, bringing the final net cash outlay to £0.2m before costs. Three founding
investors (Equal Exchange Trading Ltd, Traidcraft plc and Twin Trading Ltd) sold their shareholdings. Oxfam
Activities Ltd and Cafédirect Producers Ltd remain as Founders. Further details of these transactions are set out
in note 26 to the accounts (post balance sheet events).
KEY PERFORMANCE INDICATORS
The company’s key financial performance indicators, which are closely monitored throughout the year and
measured against pre-set targets, include:
•
•
•
•
•
•

Sales values, analysed by product group and key sectors such as UK retail, UK out-of-home and
international;
Gross profit, both in absolute terms and as a percentage of sales;
The level of administration expenses, looking at the ongoing UK business separately from other costs;
Operating profit and profit before tax;
The level of working capital employed, both in absolute terms and as a percentage of sales; and
Cash generated by the business.

The company’s performance in 2010 against most of these indicators is set out in the Business Review section.
In addition, the company has a number of other key performance indicators, with the company’s performance
against these indicators sometimes being called the company’s “social return”. These include:
•
•
•

The amounts paid by Cafédirect for its coffee, tea and cocoa raw materials over and above market
prices. These amounts include, but are not restricted to Fairtrade premiums;
The amount donated to Cafédirect Producers’ Foundation; and
The volume of coffee, tea and cocoa raw materials purchased from growers.

Performance in 2010 against these indicators is set out in the ‘Benefits to Growers’ section below.
BENEFITS TO GROWERS
As a Fairtrade company, Cafédirect meets all the requirements laid down by the Fairtrade Labelling
Organisation (FLO), including the payment of Fairtrade premiums for coffee, tea and cocoa raw materials. In
2010, Cafédirect paid Fairtrade premiums of £407,000 (2009: £827,000 over 15 month period).
Cafédirect is unique because of its commitment to PPP, a programme that is over and above Fairtrade
obligations. It primarily consists of individual business development programmes tailored to the needs of
disadvantaged smallholder grower organisations in developing countries. They include, inter alia, marketing,
quality control, climate change mitigation and adaptation, crop husbandry and crop diversification projects.
Up to 2009, Cafédirect controlled and managed the PPP in-house, with most of the projects being implemented
by specialist service providers on behalf of grower organisations that supplied Cafédirect with coffee, tea and
cocoa raw materials. Cafédirect benefitted from these activities, for example by strengthening its supply chain
and improving the quality of its product offering. In 2009, Cafédirect invested £706,000 in these PPP
programmes.
The control and management of the PPP has changed in 2010 with the establishment of Cafédirect Producers’
Foundation, a producer-owned charity which is run by trustees who are themselves coffee and tea growers.
Cafédirect now donates money to CPF, which decides how best to use the money to run its business and manage
the PPP. Typically, grower organisations put programmes forward for approval by CPF and implement the
programmes themselves. This is an important step towards the company’s goal of empowering disadvantaged
smallholder producers. It also more broadly supports disadvantaged smallholder growers, not just ones which
supply product to Cafédirect, as programme benefits are widely shared. In 2010, Cafédirect made cash
donations of £366,000 to CPF to support these charitable programmes. CPF was also successful in securing
grants totalling £228,580 from third parties, an impressive result in its first full year of operation.
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At the Annual General Meeting in June 2010, Cafédirect shareholders approved a resolution to commit further
donations of £600,000 to CPF. These will be paid between 2011 and 2013, although the cost has been taken in
2010. The commitment was made for the following reasons:
•
•
•

It demonstrates Cafédirect’s ongoing support for the CPF charity in its early years while it builds up
sources of funds from other donors;
It will be used to support the company’s cash donations to CPF in 2011-2013, without directly
impacting Cafédirect’s profitability in those years;
It is intended to be the first of a series of future commitments to donate money to CPF. Commitments
will be the equivalent of one-third of the company’s profit each year (and nil if the company is not
profitable). This is in line with the company’s Articles of Association adopted at the General Meeting
in January 2011 and will have the effect of smoothing the financial effect of CPF donations on the
company’s profitability in future years.

Raw material purchases from grower organisations in Latin America, Africa and Asia in 2010 were as follows:
•
•
•

1,231 tonnes of coffee beans (2009: 2,798 tonnes over 15 month period);
418 tonnes of tea (2009: 694 tonnes over 15 month period); and
88 tonnes of cocoa beans (2009: 25 tonnes over 15 month period).

RISKS AND UNCERTAINTIES
The company seeks to mitigate exposure to all forms of risk, both internal and external, where practicable, and
to transfer risk to insurers, where cost-effective. This approach is operated under the company’s Gold Standard
which includes the statement that Cafédirect will “work directly with smallholder growers through long-term
partnerships which seek to reduce the disproportionately high risks they face in the global market”.
The directors consider that the principal risks that face the company are as follows:
•
•

•

•

The company buys raw materials from small and disadvantaged growers, often located in remote and
under-developed regions of the world. The company mitigates this risk by holding appropriate levels of
stock in the supply chain;
The company is exposed to currency movements in that it buys most of its raw materials in US dollars,
pays for its processing of freeze-dried coffee in Euros and sells most of its finished products in pounds
sterling. The company uses foreign exchange forward contracts to mitigate this risk as set out in note
24 to the accounts;
The company buys raw material commodities (coffee, tea and cocoa), the market prices of which are
quoted on international commodity exchanges. Any increases or volatility in prices and shortages in
supply can affect the company’s performance. The company mitigates this risk by holding appropriate
levels of stock in the supply chain; and
A significant proportion of the company’s revenues are derived from the UK supermarkets and an outof-home distributor, and therefore inevitably come from a relatively small number of customers. The
company is mitigating this risk by developing sales in other sectors, such as out-of-home wholesalers
and international, and taking out credit insurance where appropriate.

RESULTS AND DIVIDENDS
The results for the year are set out on page 17.
Taking into account the company’s results and Gold Standard, as well as an assessment of the company’s
current risk profile and future plans, the directors are not recommending the payment of a dividend in 2010
(2009: nil).
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DIRECTORS AND DIRECTORS’ INTERESTS
The directors who served during the period and since the year-end and their beneficial interests in the share
capital of the company are as follows:
2010
2009
No. of Ordinary No. of Ordinary
shares
shares
Geoff Tudhope (Chair)
Raúl del Aguila
(resigned 11 June 2010)
Andrew Ethuru
Graham Fish
Álvaro Gómez
(appointed 9 June 2010)
Stefan Harpe
(appointed 1 February 2011)
Anne MacCaig (Chief Executive)
Fiona McAnena
Richard Scanlon (Finance Director)
John Shaw

3,000
1,700
1,500
-

3,000
1,700
1,500
-

On 1 February 2011, Geoff Tudhope subscribed in the company’s share offer (see note 26 to the accounts),
buying a further 3,180 Ordinary shares.
SUBSTANTIAL SHAREHOLDINGS
As at the date of this report, the company is aware of the following shareholdings of 3% or more:
Number of shares
903,000
833,334

Oxfam Activities Limited
Oikocredit, Ecumenical Development
Co-Operative Society, U.A.
Cafédirect Producers Limited
Rathbone Nominees Limited

451,700
318,650

% of total
11.9%
11.0%
6.0%
4.2%

In December 2010 the company signed a subscription agreement with Oikocredit under the terms of which
Oikocredit will subscribe for a further 833,333 ordinary shares on or before 1 February 2012 (the “second
tranche”), subject to certain conditions. Following the second tranche, Oikocredit’s shareholding will represent
19.9% of the company’s issued Ordinary shares. No other shareholder owns more than 3% of the company’s
Ordinary shares.
ANALYSIS OF ORDINARY SHAREHOLDERS AT 31 DECEMBER 2010
Number of shares
1 – 500
501 – 1,000
1,001 – 5,000
5,001 – 10,000
10,001 and over
Total

Number of
shareholders
2,685
1,146
535
29
32
4,427

% of total Number of shares
shareholders
60.6
1,084,650
25.9
1,078,250
12.1
1,468,900
0.7
256,300
0.7
5,107,300
100.0
8,995,400

% of total
shares
12.1
12.0
16.3
2.8
56.8
100.0

On 1 February 2011, the company issued 1,375,074 new Ordinary shares and purchased and subsequently
cancelled 2,810,250 of its issued Ordinary shares (see note 26 to the accounts). This brings the total number of
Ordinary shares in issue as at the date of this report to 7,560,224. Following Oikocredit’s second tranche
investment, the total number of Ordinary shares in issue will increase to 8,393,557.
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GUARDIANS’ SHARE
The company has one Guardians’ share, held by the Guardian Share Company Limited (Company No.
4863720). Up to 1 February 2011, the Guardian Share Company was equally owned by Cafédirect’s four
founding shareholders (Equal Exchange Trading Limited, Oxfam Activities Limited, Traidcraft plc and Twin
Trading Limited) and Cafédirect Producers Limited. As a result of the sale of their shares in Cafédirect plc,
Equal Exchange Trading Limited, Traidcraft plc and Twin Trading Limited also sold their shares in the
Guardian Share Company. Accordingly, as at the date of this report, the Guardian Share Company is equally
owned by Oxfam Activities Limited and Cafédirect Producers Limited. See note 16 to the accounts for further
information about the rights of the Guardians’ share.
POLITICAL AND CHARITABLE DONATIONS
During the year the company made cash donations of £366,000 to Cafédirect Producers’ Foundation and
committed to make further donations of £600,000 to be paid in 2011-2013. In addition, the company made a
one-off donation of £10,000 to Cocla, a coffee and cocoa cooperative in Peru, following devastation caused by
the mudslides in Cusco. The company made no political donations during the year.
EMPLOYEES
It is the company’s policy to keep employees informed, through regular team meetings and other
communications, on performance and on matters affecting them as employees.
It is also the company’s policy to give proper consideration to applications for employment received from
people with disabilities, and to give employees who become disabled every opportunity to continue their
employment.
Share Incentive Plan
There were no awards made during the year.
Pensions
All employees are entitled to join the company’s defined contribution pension scheme after completing three
months’ service. The company contributes an amount equal to 9% of basic salary provided the employee
contributes at least 1% of their basic salary.
Healthcare
The company operates a private healthcare scheme which all employees are entitled to join after completing 3
months’ service.
PAYMENT OF SUPPLIERS
As part of the company’s Fairtrade commitment, in addition to ensuring that growers have access to necessary
pre-finance, the company aims to pay the balance of money owed within three working days of receipt of
invoice, supported by a bill of lading. For all other purchases, it is the company’s policy to agree payment terms
with suppliers when negotiating business transactions and to pay suppliers in accordance with contractual or
other legal obligations. Trade creditors at 31 December 2010 represented 25 days (2009: 33 days) of annual
purchases.
FOREIGN CURRENCY RISK
The company operates extensively in foreign currencies. As a result, the company enters into foreign currency
forward contracts when considered appropriate. At 31 December 2010 a proportion of the company’s future
currency requirements were covered by such contracts. As required by FRS 25 the fair value of the exchange
rate risk hedge has been disclosed in note 24 to the accounts.
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STATEMENT AS TO DISCLOSURE OF INFORMATION TO THE AUDITOR
The directors who were in office on the date of approval of these financial statements have confirmed that, as far
as they are aware, there is no relevant audit information of which the auditor is unaware. Each of the directors
have confirmed that they have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that it has been communicated to the
auditor.
AUDITOR
A resolution to reappoint Baker Tilly UK Audit LLP as auditor will be put to the members at the Annual
General Meeting.
By order of the Board

Tim Morgan
Secretary
Date:
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CODE OF BEST PRACTICE
The Board recognises that the New Combined Code on Corporate Governance, published by the Financial
Reporting Council in June 2008, represents best practice for public companies and is committed to working
towards compliance with the code in a manner that is appropriate to the company’s size and structure.
THE BOARD
At 31 December 2010, in line with the structure put in place at the time of the public share issue in 2004, the
Board consisted of:
Non executive chair
Chief executive
Finance director
2 Independent non executive directors (including one consumer representative)
2 Producer directors
1 Guardians nominee director
Each year, one third of the eligible directors retire, in rotation, at the Annual General Meeting in accordance
with the company’s Articles of Association. Accordingly, Geoff Tudhope and Fiona McAnena retire and, being
eligible, offer themselves for re-election. The selection of new directors is delegated to the Nominations and
Remuneration Committee, which makes recommendations to the Board. Cafédirect Producers Limited and the
Guardian Share Company Limited nominate the Producer directors and the Guardians nominee director
respectively.
THE DIRECTORS
EXECUTIVE DIRECTORS
Anne MacCaig joined the company and was appointed as Chief Executive in April 2008. Anne has a wealth of
business and marketing experience, most recently as Ribena’s Marketing Director. In this role she led the
brand’s strategic turnaround and worked with blackcurrant growers and The Wildlife Trusts to encourage
diversity on British blackcurrant farms. She also ensured Ribena was the first major UK soft drink to use 100%
recycled plastic bottles.
Richard Scanlon, who is a Chartered Accountant, was appointed Finance Director in September 2006. Richard
was previously Business Development Director of Gatwick Airport and spent over 11 years with TI Group plc,
now part of Smiths Group plc.
NON EXECUTIVE DIRECTORS
Geoff Tudhope was appointed a director in 2000 and Chair in November 2008. From 2003 he was Chair of the
company’s Nominations and Remuneration Committee until being succeeded by Graham Fish in 2008.
Following a career in ICI plc, Geoff is now a business mentor to CEOs with Merryck & Co, a founder of the
Globally Responsible Leadership Initiative and deputy chair of the World’s Children’s Prize Foundation for the
Rights of the Child.
Graham Fish was appointed a director in 2006 and as Senior Non-Executive Director in 2008. In 2008 he
succeeded Geoff Tudhope as Chair of the Nominations and Remuneration Committee. Graham has over 25
years experience in the UK consumer food sector, and was previously Group Commercial Director of Exel plc.
Guardians nominee director:
John Shaw, FCMA, was appointed as the Guardians nominee director and Chairman of the Audit Committee in
2009. Following a career at Parcelforce Worldwide and Royal Mail, John was the Finance & IS Director of
Oxfam until his retirement in 2009.

Page 8

Cafédirect plc
CORPORATE GOVERNANCE

Producer directors:
Andrew Ethuru was appointed a director in 2009. Andrew is a non-executive director of Michimikuru Tea
Company where he also serves as the chair of the Fairtrade Premium Committee. Andrew is also an elected
director of the East African Fairtrade Network. Previously Andrew has served as an education board member
and chair of the district health management board.
Álvaro Gómez was appointed a director in June 2010. He is the General Manager of the Coocafé coffee
cooperative in Costa Rica, one of the three original organisations whose coffee Cafédirect first sold in 1991.
With 31 years of experience in the cooperative movement in Costa Rica, Álvaro trained as an accountant and
has a long history of assisting cooperatives to become thriving businesses.
Consumer director:
Fiona McAnena was appointed a director in November 2004. Fiona is Brand Director at Bupa. She is a Fellow
of the Marketing Society and is on the management board. She was a director of the Environment Council for
seven years.
Director appointed by Oikocredit:
Stefan Harpe was appointed a director in February 2011. Stefan is Manager – Equity Investments for
Oikocredit. He is responsible for Oikocredit’s 41 million Euro equity investments. He joined Oikocredit in 2005
from the AfriCap Microfinance Fund, based in Senegal, where he was the founding Manager.
The Board is responsible for setting strategy, approving budgets, capital expenditure, investments and
disinvestments. A report, translated into Spanish as required, summarising the company’s financial and
operational performance is sent to the directors at least seven days in advance of Board meetings, the aim being
to provide each director with information to help them make informed judgements on matters referred to the
Board. The Board meets at least four times a year.
DIRECTORS’ REMUNERATION
The Board has established a Nominations and Remunerations Committee, consisting entirely of non-executive
directors. Details of each director’s remuneration are set out on page 15.
The arrangements for determining the pay of executive directors (which are included in the report by the
Nominations and Remuneration Committee) will be an item on the agenda of the company’s Annual General
Meeting in 2011.
SHAREHOLDER INFORMATION
The Board invites all shareholders to participate at the Annual General Meeting and provides the Annual Report,
company announcements and other information on the website at www.cafedirect.co.uk.
If you have any questions about transfer of shares, change of name or address, lost share certificates, death of a
registered holder of shares, or any other query relating to the company’s shares, please contact the Registrar on
0871 664 0300, or at the following address:
Capita Registrars Limited
Northern House
Woodsome Park
Fenay Bridge
Huddersfield
West Yorkshire
HD8 0GA
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DIRECTORS’ RESPONSIBILITIES STATEMENT
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.
Company law requires the directors to prepare financial statements for each financial period. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). 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
those financial statements, the directors are required to:
a.

select suitable accounting policies and then apply them consistently;

b.

make judgements and estimates that are reasonable and prudent;

c.

state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

d.

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 proper 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 to enable them to ensure that the financial statements comply with the requirements of 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.
The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company’s website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.
INTERNAL CONTROL
The directors have responsibility for the company’s system of internal control and for reviewing its
effectiveness. Such systems are designed to manage, rather than eliminate, the risk of failure to achieve business
objectives and can only provide reasonable, and not absolute, assurance against material misstatement or loss.
The directors confirm that the process for identifying, evaluating and managing the significant risks faced by the
company is in accordance with the Turnbull Guidance, was in place throughout the accounting period and up to
the date when the financial statements were approved, and is regularly reviewed by the Board.
Management are responsible for the identification and evaluation of significant risks and for the design and
implementation of appropriate internal controls. These risks are assessed on an ongoing basis and may be
associated with internal or external factors. Management reports regularly to the Board on the key risks and on
the way that these are managed, and also reports to the Board on any significant changes to the company’s
business and on any risks associated with these changes. There is active Board involvement in assessing the key
business risks facing the company and determining the appropriate course of action for managing these risks.
The directors have established procedures designed to provide an effective system of internal control, with the
following features:
-

budgetary control over all departments, measuring performance against pre-determined targets on a
monthly basis
regular forecasting and reviews covering trading performance, assets, liabilities and cash flow
delegated limits of authority covering key financial commitments including capital expenditure and
recruitment
identification and management of key business risks
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The Board, through the Audit Committee, has reviewed the effectiveness of the company’s system of internal
control during the period.
Going concern
The directors have reviewed the company’s cash flow forecasts for 2011 and 2012. These forecasts have been
prepared on the assumption that Arabica coffee remains at its current high price throughout the forecast period.
The price of Arabica has more than doubled in the last 12 months. As a result of the associated increased
requirement for working capital, the company’s cash flow forecasts show that the company may need to borrow
during the forecast period. The company's bankers have agreed to provide a secured overdraft facility of £1
million for an initial 12 month period. The directors are satisfied this meets the company’s requirements and
accordingly continue to adopt the going concern basis in the preparation of the accounts.

Geoff Tudhope
Chair
Date:
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REPORT OF THE AUDIT COMMITTEE ON BEHALF OF THE BOARD
Committee members during the year have been:
John Shaw
Guardians nominee director (Chair)
Tim Morgan
Company Secretary
Richard Scanlon, as Finance Director, provides support and information to the Committee, but in keeping with
good practice is not formally a member. This means that the ongoing membership of the Committee is two
people, which is considered adequate for a company of the size and scale of Cafédirect plc and is in accordance
with the terms of reference for the Committee agreed by the Board. Both members have considerable experience
of financial reporting and of risk management. During the year the Committee reviewed its terms of reference,
in the context of the latest guidance on Corporate Governance, and recommended changes to the Board, which
were approved.
The purpose of the Audit Committee is to establish formal and transparent arrangements regarding financial
reporting and internal control principles and to maintain an appropriate relationship with the company’s
auditors. The Committee met three times during the period. The key areas of activity included:
•
•
•
•

Monitoring the integrity of the financial statements
Reviewing the Company’s control environment in the light of the key findings from the audit of the
financial statements
Leading the Board’s review of the risk register
Working with the external auditors and monitoring the ongoing audit, legal and banking requirements of the
company, including providing input to the audit plan

The integrity of the company’s financial statements can be significantly influenced by the accuracy of stock
valuations and the judgements made in respect of accruals and provisions. These issues were again key areas of
focus for the auditors. The audit findings report did not highlight any significant issues in relation to the
accuracy of stock valuations. The Committee has again been involved in ensuring that accruals for marketing
activity are appropriately calculated and balances regularly reassessed to verify that they should continue to be
held. It was also encouraging to note that no significant deficiencies in internal control came to the attention of
the auditors during the course of their audit work.
At its meeting in October the Committee was advised of an enquiry by HMRC in respect of the 2008 tax return,
which raised queries with regard to the tax treatment relating to stock valuations and PPP payments. The
response to these queries generated further questions in relation to the PPP payments and in November the Audit
Committee met with Baker Tilly, including one of the tax partners, to discuss the issues further. The Committee
remains satisfied that the tax treatment of PPP payments is in accordance with the law and noted that Cafédirect
is complying fully and promptly with any requests for information from HMRC. However, at the time of writing
this report the HMRC enquiry is ongoing.
The need for an Internal Audit function was again reviewed and considered inappropriate at this stage. One of
the influencing factors in reaching this conclusion was the continued positive assurance gained by the
Committee from the audit findings. The requirement will be reassessed each year in the context of the
company’s control environment and continued growth.
The company maintains a comprehensive risk register, which was reviewed in detail and updated by the
Executive Team during the year. The outcome of that review was considered by the Committee in October 2010
and we are satisfied that the approach taken is appropriate and that the issues with the highest risk rating were
the right issues for the organisation to be focussing on. These include the implications of movements of
exchange rates and commodity prices, which remain volatile.
The Committee is satisfied that the ongoing relationship with the auditors is appropriate and effective and has
considered the independence of the auditors in making this judgement.

John Shaw, Chair – Audit Committee

Date:
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REPORT OF THE NOMINATIONS AND REMUNERATION COMMITTEE ON BEHALF OF THE BOARD
Committee members during the year have been:
Graham Fish (Chair)
Geoff Tudhope
Andrew Ethuru
Anne MacCaig and Richard Scanlon, as executive directors, provide support and information to the Committee,
but in keeping with good practice are not formally members.
The Committee’s purpose is to oversee on behalf of the Board formal and transparent arrangements, in the spirit
of Cafédirect’s Gold Standard, regarding the appointment, development and reward of the Executive Team and
the Board (excluding remuneration of non-executive Directors). During the year the Committee reviewed its
terms of reference, in the context of the latest guidance on Corporate Governance, and recommended changes to
the Board, which were approved.
The committee met formally six times in 2010.
NOMINATIONS – KEY ACTIVITIES
•

Objective:
Together with the Audit Committee, the committee recommends a Board capability template of skills,
knowledge, experience and mindset needed to help guide the strategy.
Outcome:
The template is reviewed every three years and was last reviewed in 2008. Each year every Board member
provides feedback on how they viewed the Board’s performance, gives suggestions for improved
engagement and productivity and identifies areas needing specific focus in the coming year. In 2009, deeper
broader engagement with producers through the newly-created Cafédirect Producers’ Foundation (CPF)
was identified as an area for specific focus during 2010; the Board feels that much progress was made in
that area during the year with CPF progressing well in its first full year of operation and the transition from
Twin going smoothly. This year, competing effectively in the UK market and returning the company to
growth has been identified as an area of specific focus during 2011.

•

Objective:
Identify, and nominate for approval by the Board, candidates to fill Board vacancies.
Outcome:
In 2010, Raúl del Aguila, one of our Producer directors who was appointed in 2004, retired as planned after
serving two three-year terms. Following a successful recruitment and induction programme in 2009, Álvaro
Gómez, General Manager of the Coocafé cooperative in Costa Rica, was appointed to the Board to replace
Raúl in June 2010.
The Committee also considered the appointment of Stefan Harpe, Oikocredit’s proposed Board nominee.
The Committee confirmed that it was in the best interests of the company to make the nomination following
investment in the company by Oikocredit, and put the proposal forward for Board approval.

•

Objective:
Identify, and recommend to the Board, succession plans for directors and oversee succession plans for the
remaining Executive Team members.
Outcome:
At the Executive Team level, Jon Marlow, Head of Sales, left the company at the end of August 2010. The
Committee reviewed the company’s options and agreed that it would be in the best interests of the company
for the CEO to take overall responsibility for the sales team, with the Retail Controller and the Foodservice
Controller reporting directly to the CEO. There have been no other changes to the Executive Team in 2010.
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REMUNERATION – KEY ACTIVITIES
•

Objective:
Determine and agree with the Board the policy, externally benchmarked, for the remuneration of the CEO,
Finance Director and remaining Executive Team members. This sets the framework for considering
remuneration for all employees.
Outcome:
The policy was reviewed in 2008 and remained in place in 2010. In summary, the company looks for
employees who are socially motivated, as well as having the necessary skills and experience to run and
grow the business successfully in a very competitive environment. Because of the company’s dual purpose
and status, the Public Sector and FMCG markets are used as the market guides.

•

Objective:
Determine the remuneration of the Chair of Cafédirect. The Chair of Cafédirect and the executive members
of the Board determine the remuneration of all other non-executive directors.
Outcome:
The Chair and the non-executive directors voluntarily agreed to take a temporary 20% reduction in fees
from August 2010. This reduction will be reviewed in December 2011.

•

Objective:
Approve the design of any performance-related pay schemes and share incentive plans.
Outcome:
An annual senior executive bonus scheme is in place (up to 30% of basic salary) based on a gain-sharing
philosophy to enhance both financial and non-financial performance.

•

Objective:
Determine the policy and scope for pension arrangements for each executive director and the remaining
members of the Executive Team. This sets the framework for considering pension policy for all employees.
Outcome:
The pension policy has not been changed since the review in 2008. Towry Law is the company’s pension
advisor and the default fund is the Friends Provident Stewardship Fund. The company contribution is 9% of
basic salary subject to a minimum employee contribution of 1%.

Executive Directors
Basic entitlements:
Executive directors have service contracts which are subject to notice periods from the company of 6 months.
Each executive director is paid a basic salary subject to annual review. In addition, the executive directors are
entitled to a share in an annual senior executive bonus. The benefit of private medical insurance is available to
all employees, including executive directors.
Pension provision:
Executive directors are entitled to join the company’s defined contribution pension scheme. The company
contributes 9% of basic salary provided the employee contributes at least 1% of their basic salary.
Share Incentive Plan (SIP):
There were no awards made during the year.
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CHAIR AND NON-EXECUTIVE DIRECTORS’ FEES
The remuneration of the Chair and the non-executive directors is at levels intended to attract individuals of an
appropriate calibre and commitment.
The Chair and the non-executive directors do not have service contracts. Each non-executive director receives
an annual fee plus a fee for acting as chair of a Board committee. The Chair and the non-executive directors are
not entitled to participate in the company’s share incentive plan, nor in any performance pay schemes or pension
schemes and would not receive any compensation in the event of early termination.
The fees of the Chair and the non-executive directors remain at the levels set with effect from 1 October 2005
but have been temporarily reduced by 20% with effect from August 2010 as set out above.
DIRECTORS’ REMUNERATION

For the year ended 31 December
2010:
Geoff Tudhope (Chair)
Raúl del Aguila*
Andrew Ethuru
Graham Fish
Alvaro Gomez**
Anne MacCaig (Chief Executive)
Fiona McAnena
Richard Scanlon (Finance Director)
John Shaw

Fees
£

Salary
£

Bonus
£

Pension
contribs
£

Other
benefits †
£

Total
£

13,750
3,750
7,292
7,792
3,500
6,875
7,792

105,000
82,133
-

-

9,450
7,392
-

1,160
9,872
-

13,750
3,750
7,292
7,792
3,500
115,610
6,875
99,397
7,792

50,751

187,133

-

16,842

11,032

265,758

* resigned on 10 June 2010
** appointed on 10 June 2010
† Although no bonus payments were awarded based on the criteria set out in the 2010 annual senior executive
bonus scheme, the ‘Other Benefits’ category includes ex gratia, discretionary awards of £1,160 (2009: £7,875)
for Anne MacCaig and £1,880 (2009: £5,775) for Richard Scanlon in recognition of their contributions to the
business. ‘Other Benefits’ includes a housing allowance for Richard Scanlon of £7,992.
Fees for Álvaro Gómez are paid to his employer, the Coocafé coffee cooperative in Costa Rica.

Graham Fish, Chair – Nominations and Remuneration Committee

Date:
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CAFÉDIRECT PLC
We have audited the financial statements on pages 17 to 32. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom accounting standards (United Kingdom
generally accepted accounting practice).
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.
Respective responsibilities of directors and auditors
As more fully explained in the Directors’ Responsibilities Statement set out on page 10, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors.
Scope of the audit of financial statements
A description of the scope of an audit of financial statements is provided on the APB’s website at
www.frc.org.uk/apb/scope/private.cfm/.
Opinion on financial statements
In our opinion the financial statements:
• give a true and fair view of the state of the company’s affairs as at 31 December 2010 and of its loss for the
year then ended;
• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
• have been prepared in accordance with the requirements of the Companies Act 2006.
Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial period for which the financial
statements are prepared is consistent with the financial statements.
Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you 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; or
• 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.

EUAN BANKS (Senior Statutory Auditor)
For and on behalf of BAKER TILLY UK AUDIT LLP, Statutory Auditor
Chartered Accountants
25 Farringdon Street
London EC4A 4AB
Date:
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PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2010

Notes

(12 months)
2010
£

(15 months)
2009
£

TURNOVER

1

15,682,218

24,343,191

Cost of sales

2

(11,470,765)

(17,307,040)

4,211,453

7,036,151

(3,921,336)
(966,000)

(6,989,384)
-

Gross profit
Administration expenses
Donation to Cafédirect Producers’ Foundation

3
4

OPERATING (LOSS)/PROFIT

(675,883)

Investment income
Interest payable

5
6

12,313
(994)

(LOSS)/PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION

7

(664,564)

Taxation

9

(LOSS)/PROFIT ON ORDINARY ACTIVITIES AFTER
TAXATION

18

7,714
(656,850)

46,767
74,701
(1,356)
120,112

(35,667)
84,445

The operating loss for the year arises from the company’s continuing operations.
No separate Statement of Total Recognised Gains and Losses has been presented as all such gains and losses
have been dealt with in the profit and loss account.
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Company Registration No. SC141496

2010
£

2009
£

10

197,335

240,953

11
12

3,377,620
2,930,844
3,399,384

4,618,220
2,590,488
3,367,631

9,707,848

10,576,339

(2,190,615)

(2,745,874)

NET CURRENT ASSETS

7,517,233

7,830,465

TOTAL ASSETS LESS CURRENT LIABILITIES

7,714,568

8,071,418

Notes
FIXED ASSETS
Tangible assets

CURRENT ASSETS
Stocks
Debtors
Cash at bank and in hand

CREDITORS: Amounts falling due within one year

CREDITORS: Amounts falling due after more than one year

13

14

NET ASSETS

(300,000)

-

7,414,568

8,071,418

CAPITAL AND RESERVES
Called up share capital
Share premium account
Profit and loss account

16
17
18

2,248,850
3,303,691
1,862,027

2,248,850
3,303,691
2,518,877

EQUITY SHAREHOLDERS’ FUNDS

19

7,414,568

8,071,418

The financial statements on pages 17 to 32 were approved by the Board of directors and authorised for issue on
10th May 2011 and signed on their behalf by:

John Shaw
Director
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(12 months)
2010
£

(15 months)
2009
£

Notes

Cash inflow/(outflow) from operating activities

20a

118,652

(149,543)

Returns on investments and servicing of finance

20b

11,319

73,345

(39,006)

(268,033)

(59,212)

(288,825)

Taxation
Capital expenditure and financial investment

20b

Equity dividends paid

INCREASE/(DECREASE) IN CASH IN THE PERIOD

20c

-

(179,908)

31,753

(812,964)
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BASIS OF ACCOUNTING
The financial statements have been prepared under the historical cost convention and in accordance with
applicable accounting standards.
GOING CONCERN
The going concern basis has been adopted in the preparation of the accounts. See the company’s Corporate
Governance statement on page 11.
TANGIBLE FIXED ASSETS
Fixed assets are stated at historical cost.
Depreciation is provided on all tangible fixed assets at rates calculated to write each asset down to its estimated
residual value evenly over its expected useful life, as follows:Short leasehold improvements
Furniture, fixtures & fittings and Computer equipment

Over the life of the lease
Over three years on a straight line basis

STOCKS AND WORK IN PROGRESS
Stocks and work in progress are valued at the lower of cost and net realisable value. Cost of finished goods and
work in progress includes overheads appropriate to the stage of manufacture. Net realisable value is based upon
estimated selling price less further costs expected to be incurred to completion and disposal. Provision is made
for obsolete and slow-moving items.
FOREIGN CURRENCIES
Assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the
balance sheet date. Transactions in foreign currencies are recorded at the rate ruling at the date of the
transaction. All differences are taken to the profit and loss account.
RETIREMENT BENEFITS
The company operates a defined contribution scheme where the amount charged to the profit and loss account in
respect of pension costs and other post retirement benefits is the contributions payable in the year. Differences
between contributions payable in the year and contributions actually paid are shown as either accruals or
prepayments in the balance sheet.
DEFERRED TAXATION
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date. Timing differences are differences
between the company’s taxable profits and its results as stated in the financial statements that arise from the
inclusion of gains and losses in tax assessments in years different from those in which they are recognised in the
financial statements.
Deferred tax is measured at the average tax rates that are expected to apply in the years in which timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantially enacted
by the balance sheet date. Deferred tax is measured on a non-discounted basis.
LEASED ASSETS AND OBLIGATIONS
Where assets are financed by leasing agreements that give rights approximating to ownership (“finance leases”),
the assets are treated as if they had been purchased outright. The amount capitalised is the present value of the
minimum lease payments payable during the lease term. The corresponding leasing commitments are shown as
obligations to the lessor.
Lease payments are treated as consisting of capital and interest elements, and the interest is charged to the profit
and loss account in proportion to the remaining balance outstanding.
All other leases are “operating leases” and the annual rentals are charged to profit and loss on a straight line
basis over the lease term.
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TURNOVER
Turnover represents the value, net of Value Added Tax, of goods sold and services provided to customers.
Revenue is recognised at the point of despatch of goods.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010
1

TURNOVER AND LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION
The company’s turnover and loss before taxation were all derived from its principal activity carried out
from the United Kingdom. Turnover can be analysed as follows:
(12 months)
(15 months)
2010
2009
£
£
By geographical market:
United Kingdom
15,049,634
23,644,284
Overseas sales
632,584
698,907

By product group:
Coffee
Tea
Hot chocolate

2

COST OF SALES INCLUDING PREMIUMS PAID TO
PRODUCER ORGANISATIONS

Opening stock as at start of year
Purchases
Premiums
Closing stock as at end of year

15,682,218

24,343,191

12,226,169
2,667,744
788,305

19,169,468
4,505,759
667,964

15,682,218

24,343,191

(12 months)
2010
£

(15 months)
2009
£

4,618,220
9,823,354
406,811
(3,377,620)

3,945,729
17,152,106
827,425
(4,618,220)

11,470,765

17,307,040

2010 purchases are net of £140,275 (2009: £160,869) of accruals made in previous periods which have
been reversed during the period. A thorough review has shown they are no longer necessary. These
accruals were originally set up in respect of marketing and promotional costs.
3

ADMINISTRATION EXPENSES

Staff costs (see note 8)
Marketing and selling costs
Producer partnership programmes (PPP)
Property-related costs
Depreciation
Export development costs
Other administrative expenses

(12 months)
2010
£

(15 months)
2009
£

1,855,833
1,098,228
199,279
102,830
56,237
608,929

2,396,276
2,365,085
705,753
253,206
133,799
59,895
1,075,370

3,921,336

6,989,384
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for the year ended 31 December 2010
4

CAFÉDIRECT PRODUCERS’ FOUNDATION (CPF)
The company made cash donations of £366,000 to CPF during 2010. In addition, at the company’s
Annual General Meeting in June 2010 Cafédirect shareholders approved a resolution to commit further
donations of £600,000 to CPF in order to help CPF meet its charitable obligations. Accordingly, the
company entered into a legally-binding deed with CPF on 24th December 2010 under which it
committed to donate £600,000 between 1 January 2011 and 31 December 2013.

5

6

INVESTMENT INCOME

(12 months)
2010
£

(15 months)
2009
£

Bank interest receivable

12,313

74,701

INTEREST PAYABLE

(12 months)
2010
£

(15 months)
2009
£

994

1,356

(12 months)
2010
£

(15 months)
2009
£

102,830
210,509

133,799
124,305

14,747
136,994
29,500

21,955
252,290
29,500

5,000
14,850

3,000
-

(12 months)
2010
No.

(15 months)
2009
No.

17
19

20
19

36

39

On other loans

7

(LOSS)/PROFIT ON ORDINARY ACTIVITIES

(Loss)/profit on ordinary activities before taxation is stated after
charging/(crediting):
Depreciation and amounts written off tangible fixed assets:
Charge for the period – owned assets
Foreign Exchange losses
Operating lease rentals:
Plant and machinery
Land & buildings
Auditor’s remuneration – statutory audit
Auditor’s remuneration - non-audit services:
Other services relating to taxation
All other services

8

EMPLOYEES

The average monthly number of persons (including executive
directors) employed by the company during the period was:
Sales and marketing
Operations and administration
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EMPLOYEES (Cont’d)

(12 months)
2010
£

(15 months)
2009
£

1,559,529
182,055
114,249

2,041,237
219,113
135,926

1,855,833

2,396,276

(12 months)
2010
£

(15 months)
2009
£

Emoluments
Amounts paid to defined contribution pension schemes

248,916
16,842

319,729
20,476

Total emoluments

265,758

340,205

No.

No.

2

2

(12 months)
2010
£

(15 months)
2009
£

Amounts paid in respect of highest paid director:
Emoluments (including benefits in kind)
Amounts paid to defined contribution pension schemes

106,160
9,450

139,125
11,813

Total emoluments

115,610

150,938

Staff costs for above persons:
Wages and salaries
Social security costs
Other pension costs

DIRECTORS’ REMUNERATION

The number of directors to whom relevant benefits
were accruing under defined contribution pension
schemes was:
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TAXATION
(12 months)
2010
£

(15 months)
2009
£

Current tax:
UK corporation tax on profits of the period
Adjustments in respect of previous periods

2,774

36,232
3,186

Total current tax

2,774

39,418

Deferred tax:
Origination and reversal of timing differences
Effect of increased tax rate on opening liability

(11,326)
838

(3,751)
-

Total deferred tax

(10,488)

(3,751)

(7,714)

35,667

(12 months)
2010
£

(15 months)
2009
£

TOTAL TAXATION

Factors affecting current tax charge for the period:

The tax assessed for the period is higher than the standard rate of
corporation tax in the UK (28%). The differences are explained
below:
(Loss)/profit on ordinary activities before tax
Profit on ordinary activities multiplied by the standard rate of
corporation tax in the UK of 28% (2009: 28%)
Effects of:
Expenses not deductible for tax purposes
Depreciation for period in excess of capital allowances
Unpaid charitable donations
Other timing differences
Benefit of small companies relief
Adjustment to tax charge in respect of previous periods
Current tax charge for the period

(664,564)

120,112

(186,078)

33,631

5,456
12,157
168,000
465
2,774

6,914
1,865
5,899
(12,077)
3,186

2,774

39,418
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11

TANGIBLE FIXED ASSETS

Short
leasehold
improvements
£

Furniture,
fixtures &
fittings
£

Cost:
1 January 2010
Additions
Disposals

190,250
7,932
-

72,854
16,320
-

297,735
34,960
(2,460)

560,839
59,212
(2,460)

31 December 2010

198,182

89,174

330,235

617,591

Depreciation:
1 January 2010
Charged in the period
Disposals

39,799
41,366
-

33,357
24,650
-

246,730
36,814
(2,460)

319,886
102,830
(2,460)

31 December 2010

81,165

58,007

281,084

420,256

Net book value:
31 December 2010

117,017

31,167

49,151

197,335

31 December 2009

150,451

39,497

51,005

240,953

2010
£

2009
£

2,406,863
429,577
541,181

2,677,311
434,569
1,506,341

3,377,620

4,618,220

2010
£

2009
£

2,332,125
440,542
158,177

2,225,707
274,101
90,680

2,930,844

2,590,488

STOCKS

Raw materials and consumables
Work in progress
Finished goods and goods for resale

12

DEBTORS

Due within one year:
Trade debtors
Other debtors
Prepayments and accrued income

Computer
equipment
£

Total
£

Included in other debtors is £33,948 in relation to deferred tax (2009: £23,460). See note 15.
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CREDITORS: Amounts falling due within one year

Trade creditors
Corporation tax
Other taxation and social security
Other creditors
Accruals and deferred income

2010
£

2009
£

823,862
52,245
347,205
967,303

1,630,757
36,232
54,264
48,205
976,416

2,190,615

2,745,874

‘Other creditors’ at 31 December 2010 includes £300,000 (2009: nil) that the company has committed
to pay to Cafédirect Producers’ Foundation to help meet its charitable objectives (see note 4).

14

CREDITORS: Amounts falling due after more than one year

Other creditors

2010
£

2009
£

300,000

-

300,000

-

‘Other creditors’ at 31 December 2010 comprises £300,000 (2009: nil) that the company has
committed to pay to Cafédirect Producers’ Foundation to help meet its charitable objectives. The
£300,000 will be paid between 1 January 2012 and 31 December 2013 (see note 4).

15

Deferred
taxation
£

DEFERRED TAXATION

Balance at 1 January 2010 - Asset
Transfer from profit and loss account

(23,460)
(10,488)

Balance at 31 December 2010 - Asset

(33,948)

2010
£

2009
£

Accelerated capital allowances
Other timing differences

(23,549)
(10,399)

(15,643)
(7,817)

Asset at end of period

(33,948)

(23,460)

Provision for deferred tax has been made as follows:

Deferred taxation is a net asset and so, accordingly, the above balance is included within debtors (see
note 12) in the balance sheet. The asset has been recognised as it will unwind over the life of the fixed
assets and is not related to the company’s future profitability.
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SHARE CAPITAL

2010
£

2009
£

Authorised:
14,999,999 Ordinary shares of 25p each

3,750,000

3,750,000

Allotted and called up
8,995,400 Ordinary shares of 25p each

2,248,850

2,248,850

In addition to the above allotted and called up Ordinary share capital there is one Guardians’ share of
25p which is fully paid.
The Guardians’ share, held by the Guardian Share Company Limited (Company No. 4863720), differs
from the Ordinary shares in that it gives the owners (the “Guardians”) certain additional rights. These
rights were amended, with the Guardians’ consent, when the company adopted new Articles of
Association at its January 2011 General Meeting. The Guardians’ rights now comprise: (i) they have
the right to appoint a director to the Cafédirect Board; (ii) their consent is required to make any
changes to the key principles of Cafédirect’s Gold Standard, or to the company’s objects as set out in
its Articles of Association; and (iii) they have a right of consultation before any changes can be made
to the wording of the full Gold Standard. If such consultation does not result in unanimous consent, the
proposals must be put to the members of Cafédirect as a special resolution at a general meeting.
Share Incentive Plan
During 2005, 35,400 Ordinary shares of 25p each were issued under the company’s Share Incentive
Plan to employees based on their length of service. At 31 December 2010 employees held 4,500 shares
under this Plan with the balance of 30,900 remaining unallocated.
17

18

SHARE PREMIUM ACCOUNT

2010
£

2009
£

Balance at start and end of period

3,303,691

3,303,691

PROFIT AND LOSS ACCOUNT

2010
£

2009
£

Balance at start of period
(Loss)/profit for the period
Equity dividend paid

2,518,877
(656,850)
-

2,614,340
84,445
(179,908)

Balance at end of period

1,862,027

2,518,877

The equity dividend of £179,908 in 2009 represents 2p per share and was paid in May 2009 following
approval at the Company’s Annual General Meeting. No dividend was paid in 2010.
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SHAREHOLDERS’ FUNDS

2010
£

Balance at start of period
(Loss)/profit for the period
Equity dividend paid

8,071,418
(656,850)
-

8,166,881
84,445
(179,908)

Balance at end of period

7,414,568

8,071,418

(12 months)
2010
£

(15 months)
2009
£

20

CASH FLOWS

a

Reconciliation of operating profit to net cash inflow/(outflow) from
operating activities
Operating (loss)/profit
Depreciation
Decrease/(increase) in stocks
(Increase)/decrease in debtors
(Decrease) in creditors
(Decrease) in provisions
Net cash inflow/(outflow) from operating activities

b

c

2009
£

(675,883)
102,830
1,240,600
(329,868)
(219,027)
-

46,767
133,799
(672,491)
1,112,435
(463,326)
(306,727)

118,652

(149,543)

(12 months)
2010
£

(15 months)
2009
£

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Interest received
Interest paid

12,313
(994)

74,701
(1,356)

NET CASH INFLOW FROM RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE

11,319

73,345

CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Purchase of tangible fixed assets

(59,212)

(288,825)

NET CASH (OUTFLOW) FROM CAPITAL EXPENDITURE AND
FINANCIAL INVESTMENT

(59,212)

(288,825)

Analysis of net funds

At 1
January
2010
£

Cash flow
£

At 31
December
2010
£

Cash in hand, at bank

3,367,631

31,753

3,399,384

Analysis of cash flows for headings netted in the cash flow
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COMMITMENTS UNDER OPERATING LEASES
At 31 December the company had annual commitments under non-cancellable operating leases as
follows:

Land and buildings
expiring in the first year
expiring in the second to fifth year
Other
expiring in the first year
expiring in the second to fifth year

22

2010
£

2009
£

116,351
-

136,994

1,024
7,141

8,253
6,149

124,516

151,396

PENSION COMMITMENTS
The company operates a defined contribution pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. The pension cost charge
represents contributions payable by the company to the fund and amounted to £114,249 (2009:
£135,926). Contributions totalling £38,515 (2009: £27,917) were payable to the fund at the year-end
and are included in creditors.

23

COMMITMENTS
At 31 December 2010 the company was committed to purchase £1.3 million (2009: £0.9 million) of
coffee beans, £128,000 (2009: £28,000) of tea and £nil (2009: £69,000) of cocoa beans.

24

FOREIGN EXCHANGE RISK MANAGEMENT
The company’s activities expose it to the financial risks of changes in foreign currency exchange rates.
The company uses foreign exchange forward contracts to manage these exposures. The company does
not use derivative financial instruments for speculative purposes. The use of financial derivatives is
governed by the company’s policies approved by the Board of directors, which provide written
principles in the use of financial derivatives.
At 31 December 2010 the company had in place forward exchange contracts to buy US$3.32 million
(2009: US$2.65 million) at an average exchange rate of US$1.58=£1 (2009: US$1.56=£), and €0.8
million (2009: €2.3 million) at an average exchange rate of €1.13=£1 (2009: €1.11=£). These forward
exchange contracts were taken out to mitigate the company’s foreign currency risks on its forecast
coffee, tea and cocoa raw material purchases (2009: tea only) and freeze-dried coffee processing costs
over the next 6 months (2009: 12 months), respectively. As a result of these arrangements, at 31
December 2010 the company had an unrealised gain of £50,000 in respect of the US dollar contracts
(2009: unrealised loss of £28,000) and an unrealised loss of £23,000 in respect of the Euro contracts
(2009: £37,000). These figures represent the difference between the spot rate at the balance sheet date
and the average hedge rates on contracts in place at the balance sheet date.
Until 2009 a related party, Twin Trading Ltd, took out forward exchange contracts on the company’s
behalf to mitigate the foreign exchange risk on Cafédirect’s forecast coffee bean purchases over the
following 12 months. All such contracts matured before 31 December 2010. At 31 December 2009
contracts were in place to buy US$2.3 million at an average exchange rate of $1.44=£, representing an
unrealised loss of £184,000 against the spot rate.
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RELATED PARTY TRANSACTIONS
(12 months)
2010
£

(15 months)
2009
£

Debtor balances with related parties:
Trade debtors

196,252

200,281

Creditor balances with related parties:
Trade creditors
Accruals

16,595
5,020

103,680
52,494

1,722,155
1,519,044
111,379
36,000
366,000
-

2,200,696
5,371,945
628,598
81,170

The following are included in the financial statements:

Transactions with related parties:
Sale of goods
Purchase of goods
Services provided to the company
Services provided by the company
Charitable donations made
Dividends paid

The related parties comprise the company’s four founder shareholders, namely Equal Exchange
Trading Ltd, Oxfam Activities Ltd, Traidcraft plc and Twin Trading Ltd, as well as Cafédirect
Producers Ltd and its wholly owned subsidiary Cafédirect Producers’ Foundation. All transactions with
related parties are on arms’ length terms.
26

POST BALANCE SHEET EVENTS
On 1 February 2011 the company issued 1,375,074 new ordinary shares; 541,740 to existing
shareholders and 833,334 to a new institutional investor, Oikocredit Ecumenical Development
Cooperative Society, U.A. Oikocredit is a worldwide cooperative based in the Netherlands which
makes social equity investments. The company has signed a subscription agreement with Oikocredit
under which Oikocredit will subscribe for a further 833,333 Ordinary shares on or before 1 February
2012 (the “second tranche”), subject to certain conditions. The subscription agreement gives Oikocredit
the right to recommend for nomination a director to the Board of Cafédirect. This right continues
unless Oikocredit fails to subscribe, for whatever reason, on the second tranche date or, following the
second tranche date, their shareholding in Cafédirect falls below 12.5%. Oikocredit’s first nomination
as director is Mr. Stefan Harpe.
Also on 1 February 2011, the company purchased and subsequently cancelled 2,810,250 of its issued
Ordinary shares, partly out of the proceeds of the new issue, partly out of distributable profits and
partly out of the share premium account. Purchases were made from three of the four founder
shareholders (Equal Exchange Trading Ltd, Traidcraft plc and Twin Trading Ltd) as well as from 61
other shareholders who indicated that they wanted to sell on the same terms as the three founders.
The net outflow of funds from the above transactions, including the second tranche investment from
Oikocredit, will be £207,322. In addition, the company is carrying forward in ‘Other debtors’ (see note
12) £79,428 of costs incurred in relation to the share issue. These costs, together with further costs
incurred in 2011, will be charged against the share premium account in 2011.
The above transactions were all approved by the shareholders of Cafédirect in a General Meeting held
on 25 January 2011. Adoption of new Articles of Association was also approved. The new Articles
simplify the interaction between Cafédirect and the Guardian Share Company Limited (the company
that holds the Guardians’ share in Cafédirect). The rights of the Guardians’ share, as amended, are set
out in Note 16. The new Articles also now fully reflect the Companies Act 2006.
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The Guardian Share Company Limited has purchased and cancelled the shares held by the three
founders who have sold their shares in Cafédirect. This leaves Oxfam Activities Limited and Cafédirect
Producers Limited as the two remaining members of the Guardian Share Company Limited. These two
‘Guardians’ intend to appoint a third Guardian in due course.
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