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PROFILE

Mills Ltd. (MRM) is a limited liability company owned by National irrigation

and the Mwea Rice Growers Multipurpose Co-operative Society Limited (45%).

The was incorporated in 1967 under the Companies Act Cap 486.

of MRM Ltd are buying, processing, marketing and storage of paddy

wea Irrigation Scheme. The company has two milling units with an installed

5 tones per hour which is sufficient to handle the entire paddy produced in Mwea

and adjoining regions. The company also boasts of long experience in

and marketing of the basmati (Pishori) milled rice and the by - products. Which

Broken rice, Chicken feed and Rice bran

s major client is National Cereals and Produce Board. As a way of positioning

for privatization, the company has ventured in purchasing of paddy from

ing and marketing to two major supermarkets chains. These are, Uchumi and

lll

COMP

Mwea
Board

are m

capacity

The
Princi

from

The

itself in

farmers,
'Iuskl s.

I

i

I

/

i



(

BOARD OF DIRECTORS

The directors who served the entity during the year are listed under pages iv to ix.

MR. MUDZO NZILI- CHAIRMAN
Mr. Mudzo was appointed as the Chairman to the Board on 5th June. 2018. He holds Master's

Degree in Business Administration (MBA) from Kenya Methodist

University (KeMU) Nairobi Campus, Bachelor's Degree in Travel

and Tourism Management (First Class Honors) from Kenya

Methodist University (KeMU) Nairobi Campus) and Diploma in

Tourism and Business Studies. He brings in wide range of
leadership experience. He served as the chairperson of Kenya

National Union of Teachers (KNUT), Vice Chairperson NHIF,
Acting Chairperson NHIF, Assistant Deputy Secretary General

Kenya National Union of Teachers, Assistant Secretary General.

Kenya National Union of Teachers, member of National

Executive Council Coast Region (KNUT) and Executive Secretary (Kinango Branch) KNUT.

He also attended African Corporate Governance Conference in Johannesburg South Africa
and Universal Health Training in Thailand.

IV
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MR. G TONGA MUGAMBI - MANAGING DIRECTOR
Mr. Gitonga Mugambi was appointed the General Manager of
National Irrigation Board on lst August 2017 . He is also the Managing
Director of the Company by virtue of him being the General Manager

of the National Irrigation Board. He holds Bachelor of Science degree

in Agriculture from University of Nairobi and holds MBA in Strategic

Management from Kenya Methodist University. Mr Gitonga Mugambi
is a well accomplished agriculturalist with experience of over 25 years

in Planning and Strategy, Resource Mobilization, Formulation of
irrigation development programmes such as Economic Stimulus
Programme. His experience is valuable in policy formulation

ion and management of Mwea Rice Mills Ltd.
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MR. JOSEPH GATHIMBA KIBABAI, NON- EXECUTIVE DIRECTOR
Mr. Joseph Gathimba Kibabai joined the Company's Board in
May 2017. He has since been a Non-Executive Director of the
Company's Board of Directors. He sits on the Company's Board
by virtue of being a Director of Rice Growers Multi-Purpose
Cooperative (MRGM) the other shareholder, which is the
umbrella body of Mwea Farmers with shares in MRM Limited.

He is a long serving director of the MRGM Cooperative Board
having joined in March 2000. He was elected as the Board
Member and the treasurer. The position he continued to hold up
to April 2017 when he was elected as the Chairman of the

MRGM Cooperative Board

Mr. Gathimba brings vast knowledge, experience and leadership gained from the Expansive
Mwea Rice Growing area. He occupies the position in the Board by virtue of his position as a

Director of the Mwea Rice Growers Multi-Purpose Cooperative Society (MRGM). His
current occupation is commercial rice farming.

MR. HARISSON MUTUGI MATHINDI, NON-
EXECUTIVE DIRECTOR
Mr. Harisson Mutugi Mathindijoined the Company's Board in
May 2008. He sits on the Board by virtue of being a Director of
rice Growers Multi-Purpose Cooperative Society (MRGM)
director.

He is a long serving Director of MRGM having joined the
society as Vice Chairman in March 2000, a position he

continues to hold up to date. He previously worked with the
Ministry of Health from 1973 to 1998. Mr. Mutugi brings vast
knowledge, experience and leadership gained from the

Expansive Mwea Rice Growing region

He occupies the position in the board by virtue of his position as a Vice Chairman of the
MRGM, which is the other shareholder of MRM Limited. His current occupation is

commercial farming.
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KAIRU _ ALTERNATE TO PRINCIPAL SECRETARY, MINISTRY
NON-EXECUTIVE DIRECTOR

Mr. Charles Kairu was appointed to the Bboard on 14th

October, 2015 as alternate Director to the Cabinet Secretary,

National Treasury. He is holder of a Master Degree in
Development Economics from Williams College, USA and a

Bachelor Degree in Economics from the University of
Nairobi. He has over 30 years' experience in the Public

Service and is currently serving as Senior Assistant Director
in the Public Debt Management Office at the National

IKUA, REPRESENTATIVE OF THE PARENT MINISTRY,
TURE AND IRRIGATION.

Mr. Ikua is the Irrigation Secretary Ministry of Agriculture,
Livestock, Fisheries and Irrigation and represents the
Principal Secretary, State Department of Irrigation in the
Board.
He holds a Bachelors of Arts Degree from University of
Nairobi and Masters in Business Administration, Strategic
Studies from Moi University. He has also attended a number
oflocal and overseas courses.
He has served the Public Service in various capacities from a
District Office, District Commissioner, and County
Commissioner. His experience in Public Service spans 30
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FIDUCIARY OVERSIGHT ARRANGEMENTS

AUDITORS

Kenya National Audit Office
P.O Box 30084-00100
NAIROBI, KENYA

LAWYERS

Liliani G. Kimani
Fortis Suites, 2"d Floor
NAIROBI

BANKERS

Barclays Bank of Kenya
Queensway house
P.O. Box 30011
NAIROBI.

Barclays Bank of Kenya
P.O. Box 88
EMBU.

Kenya Commercial Bank
P.O. Box 393
WANGURU.

REGISTERED OFFICE

Head Office
Unyunyuzi house- building
Lenana Road
P.O. Box 30372-00100

FACTORY

Wanguru
P.O. Box 80
WANGURU
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TSECRE ARIAT MANAGEMENT

The S team comprises of the General Manager and top management as follows

MR. G GA MUGAMBI - MANAGING DIRECTOR
Mr. Gitonga Mugambi was appointed the General Manager of
National Irrigation Board on I st August 2017 . He is also the Managing

Director of the Company by virtue of him being the General Manager

of the National lrrigation Board. He holds Bachelor of Science degree

in Agriculture from University of Nairobi and holds MBA in Strategic

Management from Kenya Methodist University. Mr Gitonga Mugambi

is a well accomplished agriculturalist with experience of over 25 years

in Planning and Strategy, Resource Mobilization, Formulation of
irrigation development programmes such as Economic Stimulus

His experience is valuable in policy formulation implementation and

of National Irrigation Board.

ATULA MASATIA - DEPUTY GENERAL MANAGER - OPERATION
GATION MANAGEMENT SERVICES.

Mr. Daniel Atula Masatia was appointed to the post of Deputy General

Manager Operations of National lrrigation Board on 1st February,

2018. He holds Bachelor of Science degree in Agriculture from
University of Nairobi and is currently pursuing his MBA in Strategic

Management. Mr Daniel Masatia is a well accomplished agriculturalist

and manager with experience of over 25 years in scheme, projects and

research operations, planning and Strategy formulation and

implementation, Resource Mobilization, Formulation and execution of
irrigation programmes ranging from development to operations. His
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and expertise is valuable in policy formulation and in the provision of irrigation
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MR. DENNIS BANDA AROKA - LLB (HONS.) EMBA, FCPS (K) - COMPANY
SECRETARY
Mr Dennis Banda Aroka is the Cornpany Secretary of National

Irrigation Board and MRM. Prior to joining the Board in2012,he
had practiced as a consultant Company Secretary and held other

similar positions for over 20 years. He holds an Executive MBA
from Moi University. He also holds LLB (Hons) from Catholic

University of East Africa. He is a Fellow Member of the Institute

of Certified Public Secretaries of Kenya and has previously held

the position of Council Member of the same institute.
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RMANCHAI 'S STATEMENT

idl year 2017118 was quite challenging for Mwea Rice Mills Ltd following the

$rought that aflected most parts of the country leading to a marked shortage of
v 5l in the market. The general business environment was also affected by prolonged

period. The company's sales turnover for the period declined fiom Ksh.48

million 37.3 million. T'he cost of sales reduced from Ksh.40.4 million to 29.3 million while

,afier tax dropped fiom Ksh.l.0 miltion in the previous year to Ksh.0.98 million.
icihcumstances the company remained resilient and I remain extremely positive and

abnut the future of this company.

the

The

wide
padd

Under

Mwea Mills ltd is continually evaluating investment opportunities in new products and

bus inba"ts targeted at existing and emerging markets that fits our resources and

Coupled with this, we are constantly seeking improvements and ways to leverage

our lon and marketing processes.

The mil ls however continue to f'ace a number of challenges among them being;

ii. H[gh cost of power which has really aflected our overall operational costs. Currently
i

the co$t of plectricity account to more than 50% of our total production cost.

ii. , I-Jnfair trade competition from the cheap imported rice that dominates the lower

segm(nt of the local market and this also negatively affects our effbrts in the market place

and; i I

iii. Stiff marketing competition from the local rice brands in the market

The is in the process of addressing some of the above challenges so that MRM can

ts objectives in the milling and marketing of rice.

In ution, I am grateful to my fellow Directors for their unwavering support and
,l also take this opportunity to express my gratitude to all our consumers, business
pmployees and stakeholders who have shown their trust in us and have extended

their constant support. I believe that together we will move forward and achieve stipulated

ob ve$, goals and vision.

LLMI LS TD

xl

achieve

guidance.

Date: t.al.qraor

K. NZILLI

Sign
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REPORT OF THE MANAGING DIRECTOR

It is my pleasure to present the summary of our perfbrmance for the period ending 30th June,

2018 with a key focus on the Mills operations and efficiencies, product marketing, and our

staff. As indicated in the Chairman's Statement, the flnancial year 2017l18 proved a
challenging one fbr Mwea rice mills on the back of various setbacks at the macro level,

among them the impact of wide spread drought and prolonged electioneering period in our

key markets. Sales turnover declined from Ksh.4Smillion to Ksh.37.3million. The decrease in

turnover is attributed to the shortage of paddy during the year under review.

As also noted, the cost of sales decreased fiom Ksh.4O.4million to Ksh.29.3million while the

profit after tax dropped from Ksh.l.0 million in the previous year to Ksh.0.98 million.

Looking ahead, we expect that our concerted focus on marketing will yield positive gains

across the markets in which we operate.

The year 2017 was a challenging year for the company because of inconsistent paddy supply

due to the drought that affected rice production in the schemes as well as the prolonged

electioneering period. This made it difficult for the mill to purchase paddy for milling due to

inadequate supply thereby affecting its operations. The high cost of power also affected our

overall operational costs. Currently the cost of electricity account to more than 50o/o of our

total cost of production. To address this challenge, we are engaging with Kenya Power tbr a

review of the current power tari[f.

We also face unfair trade competition from the cheap imported rice that dominates the lower

segment of the local market and this also negatively af-fects our effbrts in the market place,

therelbre to remain competitive we will be lobbying to the governments through the National

Assembly to consider minimizing on the volumes of imported rice in order to cushion local

production.

As we look fbrward into the future, we will ensure that we grow business with our customers

by maintaining our tradition in delivering customer value and experience of the superior

quality of Mwea Pishori Rice. We will ensure that we understand the changing consumer

behavior and create convenience in business as well as ensure that we off'er good quality

products and services at all times.

Finally, it is important to note that, MRM has delivered more Human welfare benefits in ways

not directly captured in audited financial reports. We have improved community welfare

through stable prices and provision of local employment both directly and indirectly.

As I reflect on the accomplishments of the year ended 30th June,20l8, I am grateful for the

unwavering support of all our shareholders. I also take this opportunity to appreciate the

Board, Management and employees, who have performed above and beyond expectations to

xn
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continue to deliver quality rice on time, in full and in line with our core values.

have over the years continued to enjoy our array of products and lor that we

e promise to continually work to address their ever evolving needs. We also

suppliers, other business partners and regulators for their invaluable support.

my gratitude to my fellow directors for their contribution and commitment to
the

.a-t uala,r I ?

GA MUGAMBI

G DIRECTOR, MWEA RICE MTLLS LTD

xllt
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Sign: ....

Date:

MR.
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CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process by which organizations are directed and controlled with

the objective of increasing stake/shareholders value and satisfying them. This is achieved by

establishing a system of clearly defined authorities and responsibilities, which result in a

system of internal controls that is regularly tested to ensure effectiveness.

Good Corporate Governance seeks to promote:
* Efficient, eft-ective and sustainable corporations that contribute to the welfare of

society by creating wealth, employment and solutions to emerging challenges.

* Responsive and accountable corporations.

* Legitimate corporations that are managed with integrity, probity and transparency.

* Recognition and protection olstakeholder rights.

* An inclusive approach based on democratic ideals, legitimate representation and

participation.

The pillars of successful corporate governance are:
* Accountability
* Fairness

* Transparency

t Assurance

* [-eadership

* Stakeholdermanagement.

The benefits of corporate governance include:
* Ensuring corporate success and economic groMh.

* Strong corporate governance maintains investors' confidence, as a result of which,

company can raise capital efficiently and effectively.

* It lowers the capital cost.

* There is a positive impact on the share price.

At Mwea Rice Mills Ltd, the Management places a high degree of importance on maintaining

a sound control environment and applying the highest standards of operational integrity and

professionalism in all areas of its activities.

The Management is responsible fbr the governance of MRM Ltd and conducts the business

and operations of MRM Ltd with integrity and in accordance with generally accepted

corporate practices, in a manner based on transparency, accountability and responsibility.

xlv



MANAG EMENT DISCUSSION AND ANALYSIS

The Company's turnover decreased from Ksh. 48,072,156 to Ksh.37, 348,145 in the current

year under review. This represents 22oh decrease when compared with the previous year. On

the othOr hand, cost of sales decreased from Ksh.40, 426,155 in the previous year to Ksh.29,

322,76'l irt the current year under review, representing2S% decrease. Further, the operational

costs irlcreased from Ksh. I 7 ,398,439 in the previous year to Ksh. 1 8,917 ,07 5 in the current

year urtder review, representing 9% increase. From the chart, it is also indicated that the

profits for the year decreased from Ksh.1, 003,870 to Ksh. 981,830 representing2o/o decrease

in profits. This information is highlighted in figure 1 below, in the form of a bar chart.

The Company's unfavorable performance is associated whit the climatic change where by the

country was hit by the drought which resulted to poor yields for the farmers. As a result, there

was no sufficient raw material of paddy for the Company. The negative performance can also

be attrlbuted to the availability of cheap imported rice in the market. The other reason is that

despite the availability of cheap imported rice, the cost of production for our local rice has

remai4ed high. Hence, making the price for the raw material for the Company to be very high.

Which results to high production cost.
l

Furthermore, the performance of the mill has been depressed due to heavy cost of milling due

to power tariff change by KPLC which led to additional cost of production. The drought that

took plaoe during the year negatively impacted on the production of paddy leading to shortage

uring the

continue

there are

ASS urhose focus is being directed to boost income especially the buildings in Nairobi that

have receiving depressed income.

se, due to the good quality of rice that is being milled, efforts are being put in place toLikewi
market product in new markets.

ln to turnaround the business of the Company, the management has plans of coming up

with both short term and long term business plans. With the completion of the Thiba dam

project,,it is viewed that water will be made available leading to better yields for the farmers.

Hence, enhancing the availability of the raw material at a considerable price to the Company.

xv
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Figure 1: X Axis represents Ksh. In Millions
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SOCIAL RESPONSIBILTY

aimed at encouraging companies to be more aware of the impact of
on the rest of society, including their own stakeholders and the environment.

the Company has been involved in Social responsibilities such as feeding

for the disadvantaged children. Unfortunately, due to some financial constraints

financial year under review, the Company was not able to serve the community

benefits of CSR to companies include:

brand recognition.

business reputation.

sales and customer loyalty.

costs savings.

financial performance.

ability to attract talent and retain staff.

growth.

access to capital.

of Corporate Social Responsibility

Responsibility. Environmental sustainability initiatives enacted

generally focus on two main areas: limiting pollution and

gases.

Initiatives

Business Practices

Responsibility

t
xvtl
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REPORT OF THE DIRECTORS

The directors submit this report together with the financial statements for the year ended 30th

June 2018 which show the state of the Mwea Rice Mills Ltd Company's affairs.

Principal activities

The principal activities of the Company are processing and marketing of milled white rice and

the By-products mainly from Mwea Settlement Scheme.

Results

The results of the Company for the year ended 30th June. 2018 are set out on pages I to 4 of
the financial statements.

Dividends

Subject to the approval of the shareholders, the Directors recommended and approved the

payment of first and final dividends of Ksh. 3m for the year ended 30th June. 2018. Directors

The members of the Board of Directors who served during the year are shown on pages iv to
ix. The Board of Directors for the Company comprises of the Chairman who is also the

Chairman of the NIB's Board of Directors, three representatives of the PS- National Treasury,

Ministry of Water & Irrigation and the office of the Inspectorate of State Corporations as an

ex-officio member, the Managing Director who also serves as the General Manager for NIB,

the Chairman and the Vice Chairman of the Mwea Rice Growers Multi- Purpose Co-operative

Society (MRGM). The fanners' representatives' directorship only ceases once they stop

serving in those capacities for the Society.

Auditors

The Auditor General is responsible for the statutory audit of the Company in accordance with

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

By Order of the Board

Sign

Mr. Dennis Banda Aroka

Company Secretary

Date:. . t.al.ggi ao. lil

xvl1l
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Sectiod 8l of the Public Finance Management Act, 2012 and Companies Act, 2015 require

the Dirbctors to prepare financial statements in respect of Mwea Rice Mills, which give a true

and fait view of the state of affairs of the Company at the end of the financialyearlperiod and

the operaiing results of the Company for that yearlperiod. The Directors are also required to

ensure]that the Company keeps proper accounting records which disclose with reasonable

u""u.uly the financial position of the Company. The Directors are also responsible lor
safeguprding the assets of the Company.

The Dlreptors are responsible lor the preparation and presentation of the Company's tjnancial

staterqents, which give a true and fair view of the state of aflairs olthe Company for and as at

the enh of the financial year (period) ended on 30'h June.2018. This responsibility includes:

(i) maint[ining adequate financial management arrangements and ensuring that these continue

to be pffective throughout the reporting period; (ii) maintaining proper accounting records,

whictl disclose with reasonable accuracy at any time the financial position of the Company;

(iii) ing, implementing and maintaining internal controls relevant to the preparation and

fair n of the financial statements, and ensuring that they are free from material

whether due to error or fraud; (iv) saleguarding the assets of the Company; (v)

SE and applying appropriate accounting policies; and (vi) making accounting estimates

that reasonable in the circumstances

i

The pirectors accept responsibility for the Company's financial statements, which have been

prep{red using appropriate accounting policies supported by reasonable and prudent

judgiments and estimates, in conformity with International Financiat Reporting Standards

(IFRS)I and in the manner required by the PFM Act, 2012 and the Companies Act, 2015. The

Direbtors are olthe opinion that the Company's irnancial statements give a true and fair view

of the gtate of Company's transactions during the financial year ended 30th June. 2018, and of
the Cdmpany's frnancial position as at that date. The Directors further confirm the

"ofptet"ness 
of the accounting records maintained for the Company, which have been relied

upon in the preparation of the Company's financial statements as well as the adequacy of the

sysbms of internal financial control.

Innflvat of the financial statements

m] qo*pany's frnancral statements were approved on I Alfie/ ;t-t',/ C/ and signed on its
uetiatf uv:

STAT NT OF DTRECTOR'S RESPONSIBILITY

xlx



Sign

Gathimba Kibabai

DA aloa[eutg

Mutugi Mathindi

a
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Director:

Sign



REPUBLIC OF KENYA
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build

P.O. Box 30084-00100

NAIROBI

lorucE oF THE AUDIToR-GENERAL
REPORT OF THE AUDITOR-GENERAL ON MWEA RICE MILLS LIMITED FOR
THE ENDED 30 JUNE 2018

NEPORT] ON THE FINANCIAL STATEMENTS

i

Qualified Opinion
l

I havelaqdited the accompanying financial statements of Mwea Rice Mills Limited
set oul ofr pages 1 lo 22, which comprise the statement of financial position as at
30 June fOta, and the statement of comprehensive income, statement of changes
in equi[y, statement of cash flows and statement of comparison of budget and actual
amourltslfor the year then ended, and a summary of significant accounting policies
and othei explanatory information in accordance with the provisions of Article 229 of
the CQn$titution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtainbd all the information and explanations which, to the best of my knowledge
and beli{f, were necessary for the purpose of the audit.

I

ln my1 opinion, except for the effects of the matters described in the Basis for
Quali{ed Opinion section of my report, the financial statements present fairly, in all
materlall respects, the financial position of Mwea Rice Mills Limited as at
30 Junel2018, and of its financial performance and its cash flows for the year then

nal Financial Reporting Standards and comply
15.

The , plant and equipment balance of Kshs.33,475,101 as at 30 June 2018
also as previously reported, a balance of Kshs.9,156,781 relating to
which were fully depreciated but had not been revalued. lnternational

nting Standard No.16 provides that, revaluations shall be carried out with
t regularity to ensure that the carrying asset amounts do not differ materially

from which would be determined using fair values at the end of the reporting

rgsult of the omission, it has not been possible to confirm that the balance of
33,475,101 represents fair value of the property, plant and equipment of the

as of 30 June 2018

As
Ksh

0lu
ont

Promoting Accountability in the Public Sector

Mills Limited for the year ended



a1.2. Undervaluation of Land in Wanguru (Mwea)

The property, plant and equipment balance of Kshs.33,475,101 reflected in the
statement of financial position and as disclosed in Note 2 to the financial statements
includes a piece of land which was acquired in 1992 at a cost of Kshs.280,000. The
land has never been revalued contrary to lnternational Accounting Standard No.16
which requires sufficient regularity in revaluation of property, plant and equipment to
ensure the carrying amount does not differ materially from that which would be
determined using fair value at the end of the reporting period.

A survey of the price of land in Kirinyaga County revealed that a quarter of an acre
costs approximately Kshs.4 million. The approximate area reported in the financial
statements is 1.62 hectares which is equivalent to 4.0014 acres. From the foregoing,
it means therefore that the land has an approximate valuation of Kshs.32 million.

ln the circumstances, it is not possible to confirm that the property, plant and
equipment balance of Kshs.33,475,101 is fairly stated.

2.0. lnvestment Property

2.1. Valuation of lnvestment Property

As reported in the previous year and disclosed under Note 3 to the financial
statements, the investment property of balance Kshs.109,731,138 as at
30 June 2018 is carried in the financial statements at the amount that was valued in
2009. This is contrary to the provisions of the lnternational Accounting Standards
No.16. The standard requires an entity that elects to use revaluation model as the
measurement model of fixed assets to ensure that the assets are revalued regularly
so as to reflect the fair value at the end of each reporting period.

Consequently, it has not been possible to confirm whether the carrying value of
Kshs.109,731,138 as stated in the financial statements reflect the fair value of the
investment property.

2.2. Properties Without Ownership Documents

The investment property of Kshs.109,731,138 disclosed in Note 3 to the financial
statements includes houses (Mansionettes) located in Kilimani area near the
National lrrigation Board Headquarters along Lenana road, Nairobiand a residential
building located in Mwea. However, ownership documents provided for audit review
shows that the land on which the houses in Nairobi are situated is in the name of
TAWS LTD while the title deed to land on which the building in Mwea sits is in the
name of the original owners (some of the owners have since gone ahead to
subdivide the parcel and transferred ownership to other parties as new owners).

Consequently, the validity and ownership of the investment properties amounting to
Kshs. 1 09,731,1 38 cannot be confirmed.

Reytrl o/'the Auclitor-Generul on the Finunc'iul Slutemants ty' ,lltteu Ric'a Mills Limitecl lbr lhe y,eur ended
30 .luna 20lll

2



3.0. Trade and Other Receivables

3.1. Continental Credit Finance (in liquidation)

The statement of financial position reflects a balance of Kshs.32,356,518 undertrade
receivables as at 30 June 2018. As disclosed in Note 5 to the financial statements,
the balance includes an amount of Kshs.16,815,053 held in a fixed deposit account
in Continental Credit Finance (in liquidation). Although the management has made
a full provision for the balance whose recoverability remains doubtful, no explanation
has been provided on the action taken to recover the amount from the Receiver
Manager. lt has been noted also that the last correspondence between the
Company and the Official Receiver and Provisional Liquidatorwas in February 2010.

It has not been possible under the circumstances to ascertain the fair value and
recoverability of the amount of Kshs.16,81 5,053.

3.2. Trade Debtors

Note 5 to the financial statements also discloses a balance of Kshs.32,211,273
under trade debtors due from individuals and state organizations, including the
National Cereals and Produce Board. lncluded in the balance of Kshs.32,211,273 is
a long outstanding amount of Kshs.25,535,131 relating to 201612017 and earlier
years. No efforts appear to have been made to collect the long outstanding amount.

Further, no analysis has been provided for the trade debtors balance Kshs.6,676,142
relating to the year under review. ln addition, the trade debtors balance of
Kshs.32,211,243 as at 30 June 2018 includes an amount of Kshs.13,420,060 due
from National lrrigation Board, while the books of account of the Board show an
amount of Kshs.22,821,503. No reconciliation or explanation has been provided for
the variance of Kshs.9,401,443.

Consequently, the validity, accuracy and completeness of the trade debtors balance
of Kshs. 32,211,273 cannot be confirmed.

4.0. Long-term Liabilities

4.1. Capital Fund for Mill Rehabilitation

Note 12 to the financial statements indicates that the Company has a long
outstanding liability of Kshs.52,610,534 under the capital fund for mill rehabilitation
component. According to Note 12, Mwea Rice Mills used to process rice for the
National lrrigation Board and a levy based on kilograms milled used to be charged
for the purposes of rehabilitating the mills. The levy was later stopped when the
Board opted to shed-off none core business such as processing and marketing of
rice. The amount of levy collected had accumulated to Kshs.52,610,534 as at the
time the levying was ceased. The period under which the levy was collected is
however not disclosed.

Report tl tha .4udit
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Consequently, the validi$, accuracy and completeness of the capital fund mill
rehabilitation liability of Kshs.52,610,534 cannot be confirmed.

4.2. Government Proposed Levy

The statement of financial position reflects a balance of Kshs.74 ,647,904 under long
term liabilities as at 30 June 2018, and as disclosed in Note 13 to the financial
statements includes a Government proposed levy balance of Kshs.22,037,370 that
has remained unsettled for more than 29 years. Further, the Company has no credit
policy to regulate credit management. ln addition, no documentary evidence has
been provided to support the liability.

Consequently, the validity, accuracy and completeness of the proposed government
levy liability of Kshs.22,037,370 cannot be confirmed.

5. Cost of Sales

The statement of profit and loss and other comprehensive income for the year ended
30 June 2018 reflects cost of sales of Kshs.29,322,767 in the year under review.
lncluded in the cost of sales is paddy to mills cost of Kshs.2,524,903, which had an
unexplained journal figure of Kshs.26,31 1,000 on 30 June 2018.

Consequently, the accuracy cost of sales totalling Kshs.29,322,767 for the year
ended 30 June 2018 cannot be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of Mwea Rice Mills Ltd in accordance
with ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in
accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. I believe that the
audit evidence I have obtained is sufficient and appropriate to provide a basis for my
qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professionaljudgment, are of most
significance in the audit of the financial statements. Except for the matters described
in the Basis for Qualified Opinion and Basis for Conclusion on Lawfulness and
Effectiveness in Use of Public Resources sections, I have determined that there are
no key audit matters to communicate in my report.

Other lnformation

The directors are responsible for the other information. The other information
comprises the report of directors as required by the Companies Act, 2015, and the
statement of the directors' responsibilities which are obtained prior to the date of this
report, and the annual report which is expected to be made available after that date.

Rcport o/' the Auditrtr-General on the Financ'ial Statements rt' Mwea Ric'e Mills Linited.for the year ended
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My opinion on the financial statements does not cover the other information and I do
not express an audit opinion or any form of assurance thereon.

ln connection with the audit of the financial statements, my responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or the knowledge obtained in the
audit, or othenruise appears to be materially misstated. Based on the work I have
performed on the other information obtained prior to the date of this auditor's report,
if I conclude that there is material misstatement of this other information, I am
required to report that fact. I have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Qualified Opinion and
Basis for Conclusion on Lawfulness and Effectiveness in Use of Public Resources
sections of my report, I confirm that, nothing else has come to my attention to cause
me to believe that public resources have not been applied lavufully and in an effective
way.

Basis for Conclusion

1.0. Under Collection of Revenue

M*(a Rice Mills Limited owns Mansionette houses along Lenana road and Leaders
HouSelwithin NairobiCBD. The Mansionette houses are occupied by MFI staff while
Lea{efs House is occupied by various tenants. Audit review of records relating to
the ient chargeable and collected has revealed the following unsatisfactory matters:

1.1. Rental lncome

As reported in the previous period, Mwea Rice Mills Limited owns twenty{hree
houses along Lenana Road in Nairobi. They are consisting ten four-bedroom
houses, with five of them partitioned into two bedroomed units and hence occupied
by two tenants each, nine three-bedroom and four one-bedroom houses. Further,
enquiries revealed that the tenants repaired the gymnasium during financial year
201512016 and deducted the costs of the repairs from rent payable each month yet
no rent is collected from the gymnasium.

As reported in the previous year, in comparison with the market rates which range
between Kshs.150,000 and Kshs.200,000 for such houses, the rent is grossly

Ref-n ol'the Auclitor-General on the Finunc'ial Statements of Mvea Ric'c Mills Li
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understated as the Company currently collects Kshs.490,050 on monthly basis from
all the units.

Further, the audit revealed that there is no current and up to date lease agreement
between the Company and MFl. This therefore has left the management of the
property in the hands of the tenant.

1.2. Investment lncome

Leader House which is within Nairobi CBD houses various tenants carrying out
different business activities. The rental income from the building which earned the
Company investment income of Kshs.2,058,446 during the period under review is
grossly understated considering the market rate of the properties around the area.
Further, the Company has not instituted mechanisms of dealing with the property
with regard to maintenance and management as there is no lease agreement
between the Company and the various tenants. As such the tenants either do not
pay rent on time or do not pay at all.

1.3. Contract with the National Cereals and Produce Board

lncluded in the trade debtors figure of Kshs.32,211,243 is an amount of
Kshs.3,457,643 owing from the National Cereals and Produce Board. This amount
arose pursuant to a contract entered into between the Board and Mwea Rice Mills
Limited on 1 August 2014 for paddy storage and office accommodation. This contract
expired on 1 August 2016 but has not been renewed to date. However, the Board
continues to occupy the offices and go-downs of the Company, and for the year
ended 30 June 2018, the outstanding rent for the year was Kshs.1,104,000. ln
absence of an enforceable contract, it is not clear whether the amount will be
recoverable.

Basis for Conclusion

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

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matters described in the Basis for Qualified
Opinion and Basis for Conclusion on Lawfulness and Effectiveness in Use of Public

Rcport ofthe Auditor-General on the Financial Statements tt' Mwea Rice Mills Limited .ftr the year ended
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Resources sections of my report, I confirm that, nothing else has come to my
attention to cause me to believe that internal controls, risk management and
governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The
standards require that I plan and perform the audit to obtain assurance about
whether processes and systems of internal control, risk management and
governance were operating effectively, in all material respects. I believe that the
audit evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 20151report based on the audit, that

(i) I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of my audit;

(ii) ln my opinion, proper books of account have been kept by the Company, so far
as appears from the examination of those books;

(iii) The Company's statement of financial position and statement of
comprehensive income are in agreement with books of account; and

(iv) ln my opinion the information given in the report of the directors on page xix, is
consistent with the financial statements.

Responsibilities of Directors and Those Charged with Governance

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

ln preparing the financial statements, the directors are responsible for assessing the
ability of Mwea Rice Mills Limited to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intends to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

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

FinancialSlatemenl.sofMweaRiceMillsLimited.fortheyearended
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the directors are also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities which govern them, and that public resources
are applied in an effective way.

Those charged with governance are responsible for overseeing the financial
reporting process, reviewing the effectiveness of how the entity monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in
relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with
the provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report
in compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1Xa) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal control would not necessarily disclose all matters in
the internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a

Report of the Auditor-General on the Financial Statements <tf' Mwea Rice Mills Limiled.for the year ended
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timely period by employees in the normal course of performing their assigned
functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for my opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

a

a

a

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by the
directors.

Conclude on the appropriateness of the directors use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the ability of Mwea Rice Mills Limited to continue as a going concern. lf I

conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on
the audit evidence obtained up to the date of my audit report. However, future
events or conditions may cause the Company to cease to continue as a going
concern.

a Eualuate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

a Obtain sufficient appropriate audit evidence regarding the financial information
and business activities of the Mwea Rice Mills Limited to express an opinion on
the fi nancial statements.

FinancialSttltementso/,MweuRiceMillsLimiterl./brtheyearencled
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Perform such other procedures as I consider necessary in the circumstances

I communicate with the directors regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

I also provide the directors with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

n

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

21 March 2019
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MWEA RICE MILLS LIMITBD
STATEMENT OF PROFIT AND LOSS AND OTHER

COMPREHENSIVE INCOME
FOR THE YEAR ENDED 3OTH JUNE 2018

NOTES 201712018
KSHS

l5 37,396,490

16 (29,322,767)

9,073,723

t7 4,306,920

20

22

l8 7,939,046

l9 ( 15,017 ,593)

(3,149,669)

(758,505)

1,393,922

(418,176)

975,745

201612017
KSHS

48,072,156

(40,426,155)

profiV(Loss)

Income

tncome

ve expenses

expenses

Members Expenses

provision (30%)

for the year

7,646,001

3,447,742

7,738,796

(14,920,946)

(2,132,293)

(345,200)

1,434,100

(430,230)

1,003,870:

1



i MWEA RICE MILLS LIMITED
]STATEMENT OF FTNANCIAL POSITION
l

AS AT 3OTH JUNE 2OI8

ASSETS
NOTES 201712018

KSHS
2016t2017
KSHS

Property. p
Investment

Equipment 2

J

33,475, l0l
109,73 1,138

39,414,737
ll4 536

143,206,240 I I

Inventories 4

5

6

1

8 1,988,30i
32,356,5 r 8

37,472,133
1,952,021

49,2'79,484
25,641,8t4
67,399,269

Trade and Receivables
Cash and valent
Kenva Authority 952 021

153,768,975 L44,272,588

TOTAL ETS 296,975,215 7t I

CAPIT

Share 8

9

l0
ll

s,000,000
8,700,000

r09,438,3 r r

50,541,099

5,000,000
8,700,000

I14,491,708
General

Loss ) 5 54

173,679,411 757

Capital F Mill Rehabilitati< 12 52,610,534

22,037,370

52,610,534

22,037,370Gov proposed levy * t3
74,647,904 7 7 904

Trade and Pavables l4 43,066,895

EQUIT

48,647,900

1'OTAI- Y & LIABILITIES 296,975,215 I

The were approved by the r?l .qll .a f:t i l1 , And sisned on its beharr by:

....sign..h,iY M
lrun. rtauozo KUHENDERwA NzrLt

Sign
MR. IC KIGOTHO MR. G

MANAGING DIRECTOR CHAIRMAN
ICPAK 'l7l9l

DATE.. glLld aor? oere....td ril.ao.t.?... DArE....l:ill.ffi.lAelg

Revaluation

48,647,900



MWEA RICE MILLS LTD
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2018

Share
Capital

Kshs

General
Reserves

Kshs

Accumulated
Prolits

Capital
Fund
Kshs

Revaluation
Reserves

Kshs

Total

Kshs

As at lst July 2016

Profit and Loss account
Amortization

5,000,000 8,700,000 5l,561,484 52,610,534 I19,532,372

1,003,870

5,040,664

237,404,390

1,003,970
5,040,664

At 30 June 2017 5,000,000 8,700,000 114,491,708 233,367,59652,565,354 52,610,534

As At I July 2017 5,000,000 8,700,000 52,565,354 52,610,534 114,491,708 233,367,596

Profit and Loss account
Amortization
Dividends Prov./ Paid

97 5,7 45

3.000,000
5,053,391 -

975,745
5,053,397
3,000,000

As at 30 June 2017 5,000,000 8,700,000 109,438,31 I 226,289,94450,541,099 52,610,534

3
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MWEA RICE MILLS LTD

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 3OTH JUNE. 2018

Activities
Surplus
Adjustment
Depreciation

non cash items

d from financing activities

Equivalent at the beginning of the

equivalent at the end

NOTES 2017t2018
KSHS

11 975,745

21

6,915,381

(32,708,818)
(6,714,704)
5 581 005

(26,927,1361

(3,000,000)
(3,000,000)

(29,927,136)

67,399,269

6 ____ 37_,472,133

2016t2017
KSHS

1,003,870

5,919,089

Net cash dperating activities

Workin I chan es
- (r in Inventories

in Receivables

) in Payables

Net cash g from operating activities

Cash Fl From lnvestin
Activities

ons puters/Furn.)
Net cash from lnvesting activities

Cash Fl From Financin
Activities
Dividends
Net cash

Net incre
for year

se) in Cash & Equivalent

-(

10,684,466

56,714,803Cash & Cash
year
Cash & cash
of the year 67,399,269

4

Cash Flows From Operatinq

5,939,636

11,335,495
(8,554,480)
1,141,623

10,845,597

161,132
161,132

q922,959

on



RECURRENT BUDGET FOR MRM LTD FOR THE FINANCIAL YEAR 201712018

1. BUDGETED INCOME FOR THE

FINANCIAL 20L7

PARTICULARS QUANTITY

(KG)

UNIT PR!CE

KSHS

AMOUNT

(KsH)

lncome from contmercial milling
.lservrces I

6,000,000 2.50 15,000,000

Rice Bran 500,000 12.00 6,000,000

Rice sales (5,000 x75Kg Bags) at

50% recovery
150,000 130.00 19,500,000

100,000Broken Rice 2,000 50.00

Storage income from NCPB and

MIAD
1,914,000

Rental income from staff Houses in
1,569,000

lnvestment income ( Leader House
7,748,796

5L,83L,796TOTAL INCOME

1. RECURRENT BUDGET DETAILS FOR THE FINANCIAL YEAR 201712018 VARIANCE
DESCR!PT!ON VOTE BUDGET FOR ACTUALS

FINANGIAL YR FOR
201712018 2017t2018
(KSHS.) (KSHS.) (KSHS.)

Expected lncome (A) 51,831,796 49,642,456 2,199,340

Salaries & Waqes Administration 961 3,000,000 2,951,476 48,524

House Allowance 230,000 210,000 20,000

CasualWaqes 957 7,300,000 7,221,701 78,299

Gratuity 150,000 147,805 2,195

lnpatient Med Exp B3B 500,000 500,000

Outoatient Med Exp 838 26,000 25,599 401

Uniforms 849 20,000 1 8,1 00 1,900

Marketinq/Advertisinq expenses 843 310,000 302,992 7,008

)

i

I



Travellinq, Meals & Accommodation 847 3,600.000 3,596,369 3,631

Electricity Expenses 914 9,800,000 9,722,679

General mtce-buildings 731 400,000 392,289 7,711

Office mtce- buildinqs 733 180,000 173,526 6.474

Stores mtce - buildinqs 732 150,000 143,620 6,380

Staff Houses mtce 734 25,000 23,112 1,888

Maissonates & Leader House mtce 735 1,900,000 1,794,000 106,000

P & M maintenance - Mills Spares 645 2,000,000 1,949,339 50,661

Motor Vehicle maintenance 615 1,300,000 1,287,065 12,935

Bicycle Allowance 619 10,000 9,900 100

Travellinq Exoenses Board Members 851 800,000 758,505 41,495

Printinq & Stationery 832 500,000 481 ,1 39 18,861

Rate & Rents/Licences 841 970,000 968,341 1,659

Subscriptions & Periodicals 842 120,000 1 15,310 4,690

Telephone/postaqes expenses 911 200,000 191,500 8,500

Leqal & Professional fees 839 43,000 40,000 3,000

Securitv Services 714 2,000,000 1.899.437 100,563

Bank Charqes 836 130,000 132,795 -2.795

Admin & Accountancy fee 1,600,000 1,489,274 110,726

Audit Fee 833 348,000 348,000 0

NSSF 22,000 21,600 400

Leave Allowance 70,000 68,647 1,353

Paddy Purchases 116 2,600,000 2,524,903 75,098

Basmati rice Purchases 117 2,500,000 2,264,750 235,250

DieselCost 916 500,000 451,091 48,909

918 '1,400 1,275 125

Baos & Other Packinq Material 881 380,000 355,270 24.730

77 321

Oils & greases

(



Office Tea expens 3S 846 180,000 166,942 13,058

Computer Expens ES 854 24,000 22,450 1,550

Office Mach ntenance 852 40,000 38,1 00 1,900

Other expenses 853 450,000 420,784 29.216
I

Depreciation 6,000,000 5,939,635 60,365

TOTAL EXP RE B 50,379,400 48,669,319 1,710,O8',1
I

us /Deficit A- B) '|-,452,396 973,137
I

I

I

I

2. CAPITAL Bt IDGET FOR THE FINANCIAL YEAR 201712018

DESCRIPTION VOTE BUDGET FOR THE FY 20172018
(KSHS.)

I

7 Tones T 7,000,000 7,000,000
Office Furn 555,000 555,000
Office U 400,000 400,000
Go down Stores 8,500,000 8,s00,000
Double Cab u 5,100.000 5,100,000
TOTAL I 21,555,000 21,555,000
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For
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fhe
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tl.eir p

aliows

ihe
of the

fhe

was established by and derivesits authority and accountability frc,n i5e Ccnrpanies Act Cap. 486. The
owned by the Government (National lrrigation Board-55%) anrj lh': ;,-:ir:,er> under their Co-operative Societl

Society45%).

ies Act reporting purposes, the balance sheet is represented by ii': st..rement of financial position and the
by the statement of profit or loss amd other comprehensive irr.-c,r,'re rr,. lnese financial statements

and basis of preparation
have been prepared on a historical cost basis except for 'hF-, ir!:.,isirrer.rent at re-valued of certain

equipment, imparred assets at their estimated recoverable ci,r(',rrr.r ir:,ij :rctuari,:liy determined liabilities
Preparation of financial statements in conformitywith the lnter.r:,:,; :lr:'nr:r:r^iirl Reportrng Standards

and assumptions. lt also requires the managemerrt tc e;. ,..i...- iudlement in the process of applyi
policies.

have been prepared and presented in Kenya Shrllings u,,,ir-'r r', iir:r l.jnlionsi arrd reoorting currency

have been precared in accordance with the PFI'4 A,:i, ,r.,r.' r' --r"r::ii:'',;l Sepo,tii-rg Standards (IFRS)
adopled have heen consistently applied to all the ye;1,s i.;i-:. :,.i,:J

And Revised Standartjs
and amendrnents tc published standards effective ii;r'ii'.,, I -,.r ,,n:rer-l 30 ;ure 2018 were adopted

IFRS 1.5 provides a l:il:l,,. I); ; ' ,i,1'5 1.6gi lir,;-s1sp nrodel to be

applied to all conuac'.s \\ )i-, Lr.r.liuj,rir ri.';'h: lir,c stcps in the ntodel

are ir-s ibllows.

ldentify the c(rntract u'jih dre ,:riit,',ir-.Jr

Identifo the performir-noe ubligirrr()rs jri tJ-te contract

Determine lhe lransa(:ijon pncr
Allocate l}te E'ansaction Dnce 1o ihe pcrionrance obligations in
the conuacts. Recogprse revcnur r'hcn t'r)r irs) the entiry" satisfies a

performance obligati<-rn. Guidanoe is provrcied on topics such as the
point in which revenue is reooE;rsed: 3cco'Jnting for variable

consideratior\ costs of ilifiiiinE- a',d obauring a contracl and

various re)ated matters. Ncrv riisr:iosrres aboul revenue are also
introduced

However, there were no contr'3cts ,vith customers withrn the
financial year under revieu.

(i) No
Ihe

6

l,llecrive d
Applicable
lo an entitv's
firsi annual
IFRS
financ,ial

sialements
for a period
beginning
on or after
lst .lao 2018

,ACCOUNTIT{G

(ior,'rpany is

:. r,, rrl,,.rl, i\nrenilrr"nt tri a standanl
i. il: l *:c\cnuc li(rilr (l(nrtrlrcts

'.. r ( :,sl.qlrcrs iis:ucd lfi Mlr l0) l'

------]:rPi.t



MWEA REE TITLS IIO

Standard/.,\mcndmenl to a standard
IFRIC 22: Foreign Cunency'
'fransactions and Advance
Consideration(lssued 8 l)ecember 20 I 6)

Recognition of Defened 'l'ax Assets for
IJnrealised Losses (Amendments to
IAS r2)

(lssued I 9 .lanuarf' 201 6)

Disclosure Initiative (Amendments
to IAS 7)
(lssued 29 January 20 I 6)

UII'ective dale I mpacl
Applicable to

annual
reponing
periods

treginning on
or atter
lstJan20l8

-fhe interpretation addresses foreign currency lransactions or parts

of trarnsaclions wherc.

there is consideration that is denominated or priced in a loreign
curTency;

the entiry recognises a prepayment asset or a del-erred

income liability in respect ol'1hat consideration, in advance ofthe
recognilion ofthe related asset, expense or income; and

the prcpalment asset or del-erred income liabiliry is non-monetary

The lnterpretations Commitlee came 10 the following conclusion:

I'he date of the transaction. Ibr the purpose of dctermining the

exchange rate, is thc date of initial recognition ol'the non-monetary
prcpayment asscl or del:rred income liability.

If ftere are multiple payments or receipts in advance. a date of
transaction is established Ior each palmenl or receipt.

However, there were no contracts *,ith customers rvithin the

llnancizrl year under review.

Amends IAS l2 lnoome'faxes to clarily the following aspects

l.]nrealised losses on debl instruments mea-sured at fair value and

measured at cosl for l.Lx purposes give rise to a deductible temporary
difference regardless ofuhether the debt instrurnent's holder expects
to recover the carrfing amount ofthe debt instrument by sale or by

use.

'fhe can-l'rng amount of an asset does not limil the estimalion of
probable future tarable profits.

Estimates for future taxable profits exclude tax deductions resulting
from the reversal of deductible temporar), differences.

An entity assesses a defened tax assel in combination with other

deferred tax assets. Where tar law restricts the utilisation oftax
losses, an entiry would assess a deferred tax asset in combination
with other deferred tax assets of the same rype.

There were no debt transactions within the financial year under
review.

EIlcctive lbr
annual
periods

bcginning
on or after
lstJan20lT

Effective for
annual
periods

begrnning
on or afler
lstJan20lT

Amends IAS 7 Statement of Cash Flows to clanfo that entities shail
provide disclosures that enable users of financial statements to

evaluale changes in liabilities arising fiom financing activities

All the relevant disclosures have been provided in the notes

Clanfications to IIRS l5 'Revenue fiom
Contracts with Customers'

(lssued l2 April 2016)

Effective for
annual
periods

beginning
on or aller
lstJan20l8

Amends IFRS l5 Revenue fiom Contracts u'ith Customers to clarifo
three aspects of the standard lidentifuing performance obligations,
principal versus agent considerations, and licensing) and to provide
some transilion relief for modified contracts and completed contracts.

1'he Company did not have any contracts u'ithin the financial year

under review.
7



lnr

(lssued 20

F.l-fectivc hx
annual
periods

beginning
on or aller
lst Jan 2018

ol'

2)

Anrends lF RS 2 Share-based Palment to clariff the standard in
relation to the accounling lbr cash-scttled share-based palment
trensactions that include a performance condition, the classification

of share-based paymenl transactions with net settlement features,

a.nd the accounting lor modifications of share-hased pament
transactions from cash-settled to equitv-senled.

'Ihere 
were no Share -based palments dunng the financial period

urder revierv.

(lssued I

IT RS

20r6)

lnstrunrcnts'

L-ontracts'
1)

2016)
40)

Property

Overlay
approach to
be applied
when ll'-RS
9 is {irst
applied
T)etl'rral
approach
ellectir r
lbr annr.ral

penods

beginnrnr,
onor atlcr
Ist Jan 20lll
and only
avarlable
for threc
years aftur
that dae

Efitctive t'or

annual
periods

begiruring
on or after
I s1 Jan 20i 8

Arnends IF'RS 4 lnsurance Contracts provide tu'o options for entities

that issue insurance contracls wittrin thc scope oilf RS .1:

ixr optlon that permits entities to reclassil,v. lrom profit or loss to
other cLrmprehcnsive income, sonre of tlrc income or expenses arising
lrom designated tinancial assets: this is the so-called overlay
approaclr:

an oplional lemporary exemption from appll,ing IFRS 9 fbr entities

rvhose predominanl acliviN is issuing c()nlracts u'ithrn tbe scope oi
I):j{S 4. this is the so-called deferral apnroach

'l}e:rpp)icatir-rn ol'both approaches is optronal and an entitl is

permitted to stop applying them before ihe rrcw )nsurance collfracts

standard is applicd.

l}crc u'ere no Insurace Conuacts during the lina:rcial period
undcr revicw.

fhe arnendments to IAS 40 Investmerrt Property:

Amends paragraph 57 to state thal an enlil), shall transler a propen.v

1o, or fron1 investrnent properry- rvhen. ard only *'hen there is

evidence ofa change in use. A change ofuse occurs ifpropertv
meels, or ceases to meet, the definitjon ol investmenl property.

A change in management's intentions for the use ofa property b1,

itself does not constitute evidence of a change in use.

'fhe list ofexamples ofevidence in paragraph 57(a) - (d) is now
presented as a non-exhaustive list ofexampies instead ofthe
previous exhaustive list.

'Jtrere rvere no transfers to, or from, investment property to any

other use bl the management rvithrn the financial year under review,

I

( lll\\lllrttlron :rn(:

:r



TO

Standard/,t men(lmcnl lo a slandard !.lTerlive dale
Annual lmprovements to II'RS
Standards 20 I .l- 20 I 6 (iy cle
(lssued 8 l)ecember 20 I 6)

IFRS 16. l.tases
(lssued I 3 .lantrary' 201 6)

IFRS l7 lnswance Contracrc
(lssued l8 May 2017)

amendments to the following standards

IFRS I - I)eletes the sho(-term excmptions in paragraphs E3-87
of IFRS l, because they have now sen'ed their intended purpose

ItRS l2 - Clarifies the scope ofthc standard by'specifuing that the

disclosure requirements in thc standard, cxcept for lhose in

paragraphs Bl0-Bl 6, apply to an entity's interests listed in
5 that are clzssified as held lbr sale, as held f,or

distribution or as discontinued operations in accordance with IF'RS 5

Non-current Assets Ileld lbr Sale and Discontinued Operatrons

IAS 28 - C'larilles that the election to meilsurc at lair value through
profit or loss a.n investment in an assocrate or a joint venture that is

held by an entily that is a ventwe capital organisation, or other

qualiling entiw, is available for each invcstment in an associate or
joinl venture on an investment-by-investmcnt basis, upon initial
recogrrition.

'l-he company did nol engage in any joint venfure investrnents
within thc financiiJ year under revierv.

IFRS l6 specifies horv an IFRS reporler rvill rccognise, meifure,
present zurd disclose leases. 'Ihe standard providcs a single lessee

accounting model, requiring lessces to recognise a-ssets and Iiabilities
lbr all leases unless the lease term is l2 months or less or the

underlying asset has a low value. I-essors conlinue to classify leases

as operating or finance, with IFRS I 6's approach to lessor

accounting substantially unchanged from its predecessor, IAS I7.

'lhe company did nol engage in any kind of lease transactions

during the finsncial year under re'r'iew.

The
amcndment
s lo IFRS I

ard IAS 28
are efl'ective
for annual
periods

beginning
on or aller
I st Jan

201 tt. rhc

irmendment
1o IFRS l2
lbr annual
periods

bcginning
on or aftcr
I st Jan 201 7

I;ffective for
annual
periods

beginning
on or aller
lstlan20l9

Efl'ective for
annual
periods

beginning
on or affer
I st Jan 202 I

IFRS I 7 requires insurance tiabilities to be measured at a currenl
fulfillment value and provides a more unrform mea-suremenl and

presentation approach for all insurance contracts. These

requirements are desigrred to achieve Oe goal of a consislent,
princrple-based accounting for insurance contracts. IFRS l7
supersedes IFRS 4 insurance Conlracts as of I January 2021.

were no insurance liabilities at the end of $e financial vear

review.

C 23: Llncenarnq'over Income Tar
Treatments
(lssued 7 June 201 7)

Effective for
annual
periods

beginning
on or after
lst Jan 2019

interpretation addresses the determination of tarable profit
(tax loss), tax bases, unused tax losses, unused tax credits and tax

'*'hen there is uncertainty over income tax uearnents under

uu treatrnents should be considered collectively

for taxation authorities' examinations

The determination oftaxable profit (ax loss), tax bases. unused tar
losses, unused tax credits and 1ar rates

The effect ofchangcs in facts and circumstances

fiere were no tax credits during the financial year under revierv

12. It specifically considers:

9
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vwfl arct vr. s .t

Amends the cxisting rcquirements in ltRS 9 regardrng lennrnation
rrghls in order to allow rneasurement at amonised c()st (or.

depending on the business model, at l'air value throtlgh other

comprehensive income) cven in the case of negativc u()mpensalion

paymcnts.

'l-he amendment did nol alTect the business of the comparrv

during thc llnir,rcial year under revierv.

(lssucd I t7)

Negativc
to lljRS 9)

Annual
periods

bcginning
on or afier
lst Jan 2019

Annual
periods

beginning
on or atier
I st .lan 201 9

in Associates iud

l7)

to

tu Il-RS
I 7 (lvcls

l() i 7)

Clarilies thar an cntity applies IFRS 9 Finnncial ln:itrunrents to

long-tcrm inlerests in an zssociate orjoint venture Orat tbrm part

ofthe net lnvestmenl in the associate orjoint vcnturc hui to rvhich

the crluiry rncthod is not applicd.

'lle :::nendrncnt did not affect the busincss of'the lompmy
during the tinancral year under reriew.

IFRS .i and llRS I I - The arnendments to II-RS .l c)ani\'that \\hcn
an c:rtitv obt;uns control of a business that is a;oirri rrJrerattort. il

previously held rnteresls in that husine.:>. I hc

a.rnendrnenls to IIRS I I clan! that rvhen itn eniilv rtt,tains ittinl
(x)ntrol oi a busincss that is a joinl operalion, thc e ;rtil-'- d.)es nol

I I - 'l}re amendments clarify that the requirernents in the former
5213 (to recognise the income til cons!'quen,:es ()l'

u'here the transactions or events that !:elsratcd
profils are recognised) apply to all inr:ornu:ax

consequences of dividcnds by moving the paragraph awa't' lirrrr
-52,A that only deals uith situations u'here',here iue

Iax rates for distnbuted and undistnbuted prolitr^.

S 23 - The amendments clarifi that if an1'specific borrouing
oursmnding after the related asset is reaciv lor irs inrended

use or sale, that borrowing becomes part of $e fi[rds *rat an entlry

generally when calculatrng the caprtalisatron rate on general

amendmenl did not affect the business of the company

amsndments to rhe following srandards:

the financial year under review.

previously held inlcrests in thal br:rrnt'ss.

Annual
penods

beginnrng
on or afler
I st .lan 201 9

Annual
periods

beginning
on or after
lst Jan 2019

The amendments rn Plan Amendment, Curtarlment or Senlement
(Amendments to IAS l9) are:

If a plan amendmenl, curtailment or settlement occws, it is now
mandatory that the current service cost and the net interest for the

penod after the remeasrremenl are delermined using the assumptions

used for the remeasurement.

in addition, amendments have been included to clarifl the effect
of a plan amendment, curtailment or settlemenl on the requirements

regilding the asset ceiling.

The amendment did not affect the business of the company

dunng the llnancial year under rcview.

Cunarlment or

20r 8)

to LAS 19)

10
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uwtl trE urLLs LTo

Standard/Amendment lo a standard l,ffectir e dale I mpact
oBclher \\'rth the reviscd Conccptual lrramervork published irr

March 2018. the IASB also issued Amendments lo Relerencr:s lo the

Conceptual Framervork in IFRS Standards. '[he documcnt contains
toIFRS 2, ll-RS 3, lfRS 6. II'RS 14. IAS I.IAS 8.

IAS 34, IAS.]7, IAS 3tI, IFRIC I2, IFRIC I9. IFRIC 20, ITRI(']2
SIC-32. Not all amcndments, horvevcr update those

pronouncements with regard to ret'erences to and quoles liom the
framervork so thal they refer to the revised Conccplual Frameu'ork
Some pronouncements are only updatcd to indicale rvhich versrtrrr

the lianrework thel are rel-erencing to (the IASC lramcwork
by thc 1ASB in 2001, the IASII liamervork ol'2010. or

new rcvised liamework of 2018) or to indicate thal delinirrrrrrs rn

slandard have not bcen updated rvith the new dellnitions
in the revised Clonceptuzrl Franrework.

The amendment did not allect the business olthe conlpall\
thc financial year under rcvrcw

The Directors do not plan to apply any of the above until they become effective. Based on their assessment ot :he
potential impact of application of the above, they do not expect that there will be a signifrcant impact on the
company's financial statements.

(iii Early adoption of standards
The Company did not early - adopt any new or amended standard in the year 2018.

4 Summary of Significant Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements are as set out below -

(al Revenue recognition
Revenue is recognised to the extent that it is probable that future economic benefits will flow to the Company and the revenue
can be reliably measured. Revenue is recognised at the fair value of consideration received or expected to be received in the
ordinary course of the company's activities, net of the value-added tax (VAT), where applicable, and when specif ic criteria have been
met for each of the Company's activities as described below;

(i) Revenue from the sale of goods and services is recognised in the year in which the Company delivers products to the customer,
the customer has accepted the products and collectability of the related receivables is reasonably assured.

(ii) Grants from National Government are recognised in the year in which the entity actually receives such grants.
Recurrent grants are recognized in the statement of comprehensive income. DevelopmenVcapital grants are
recognized in the statement of financial position and realised in the statement of comprehensive income over the
useful life of the assets that has been acquired using such funds.

The Company does not receive any grants from the National Government.

(iii Finance income comprises interest receivable from bank deposits and investment in securities, and is recognised in profit or loss
on a time proportion basis using the effective interest rate method. Though the Company did not receive such income during the
year under review.

(iv Dividend income is recognised in the income statement in the year in which the right to receive the payment is established.The
company received dividend income of Ksh. 3,000,000 during the year under review.

Amendments to Refcrences 1o the

Conceptual Framervork in IFRS
Standards

(lssued 29 March 2018)

Annual
periods

beginning
on or after
I st Jan 2020

1

I

i

(v) Rental income is recognised in the income statement as it accrue
11
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(vi Other rncorne

(vi Financial

Market risk
Market risk
flactuations

Foreign

done in

the date ol
The Co

Crerlit risk

These
These
determi
equal and

(O Property
Ail iterns
less

Certain
of re-

(d De

, f"ognir"o as it accrues

,rf"n"n"-.n,

risk that the fair value of financial instruments will fluctuate because of the changes in the market such as price

Fhanges in exchange rate. However, the Company was not exposed to this risk during the year under audit.

risk
currency exposures. Such exposure arises through purchases of goods and services that are

other than the local currency. lnvoices denominated in foreign currencres are paid afier 30 days from
and conversion at the time of payment is done using the prevailing exchange rate.

did not have any Foreign Currency Risk during the year under review

Credrl risk tl$ risk that a customer will not meet his/her financial instrument or custcri'rer contract, leading to a financial loss

The was not exposed to this risk during the year under audit.

Lrquidity
Liquidity i{ftne rist< that the will not be able to meet its financial obligations when they fall due.capital. The company limits this
rrsk by use of loan capita!

b ln-kind ns

is desi items in an asset category are re-valued through periodic valuations carried out by independent external valuers

in carrying amounts of assets arising from re-valuation are credited to other comprehensive income. Decreases
that pievious increases in carrying amount of the same assets are charged against the revaluation reserve account; all other

charged to profit or loss in th income statement.

Gains on disposal of items of property, plant and equipment are determined by comparing the proceeds from the
disposal the net carrying amount of the rtems, and are recognised in profit or loss in the income statement

donations made to the Company in the form of aclual gooCs and/ or services rather than in money or cash terms
may include; vehicles. Equipment or personnel services. Where the frnancial value received can be reliably

Company includes such value in the statement of comprehensive incorne both as revenue and as an expense in
amounts. Otheruvise, the contribution is not recorded. No such ccntribution was received in the year under revrew

and Equipment
Plant and Equipment are iniiially measured at cost. Afler initral recognrlion they are stated at historical cost

depreciation and impairmerji losses.

ries of property, plant and equipn'ient cre subsequently carried at re-valued amounts, being their fair value at the date
less any subsequent accumutated depreciation and impairment losses. VUhere re-measurement at re-valued amounrs

and impairment of property, plant and equipment
and capital work in progress are not depreciated. Capital work in progress relates mainly to the costs of ongoing but

on buildings and other civil works and installations.

on property, plant and equipment is recognised in the income statement on a straight-line basis to write down the cost
or the re-valued amount to its residual value over its estimated useful life. The annual rates in use are:

and Furniture

4o/o p.a
12.5o/o p.a
12.5o/o p.a
25o/o p.a
33.5% p a
Aoh p.a
33.5% p.a

Tools
(Leader Hse & Maisonnettes)

migrated from manual assets register to ERP System in the financial year 2O1412015. To avoid double depreciation
the assets for the years that they had been subjecled to depreciation, the management opted to adopt the NBV as at 30th June.

balances to be subjected to ciepreciation. Hence, for all the assets, NBV as at that time were adopted and straight line
method adopted

and impairment of propecy. plant and equipment
, plant and equipment are revrewed annually for impairment. Where the carryrng amount of an asset is assessed

than its estimated recoverable amo,-nt. an impairment loss is recogniseC so that tne asset is written down immediateiy

F

of

Plant
Office
Motor

The

2014

AS

(dl

to its

oi

recoverable amount.
tZ

The entity h$

incomplpte

chargf



MWEA RICE MILLS LIMITED
NOTES -l'O l'Hr. ACCOt;N',r'S

T-OR'I'TTE YEAR ENDED 301'II JT]NE 2OIE

2. PROPERTY, PLANT & EQUIPMENT

COST:
AS AT 01.07.2016

BUILDINGS

KSHS.

r3,0 r6,330

PLANT &
MACHINERY

KSHS.

t57,963,263

WORKSHOP
TOOLS
KSHS.

202.46t

SEWERACE
DISPOSAL

KSHS.

2,080,3 r3

MOTOR
VEHICLES

KSHS.

r,980,000

FURNITURE &

EQUIPMENT
KSHS.

t,7 42,427

COMPU'I'ERS

KSIIS.

2,604,952

LAND

KSHS.

280.000

TOTAL

KSHS.

t79.869.746

AS AT 30.06.2017 13,016,330 I 57,963,261 202,46t 2,080,31J I,980,000 1.742,427 2,601,952 280,000 179,869,746
DEPRECIATION:
AS AT 01.07.2016

CHARGE FOR THE YEAR
9,827,064

148,223

t20,986,763

4,59',1,643

202,437
4

t,666,751
t56,624

1,263,344

166,470

602,294.22

837,392.00

r34,548,653

5,906,356

AS AT 30.06.2017 9.975,281 125.584.406 202.141 r.823.375 1.429.814 1,4J9,686 140,455,009
N.B.V 30.06.2017 3,041,043 32,J78,857 20 2,080,313 156,625 3 12,613 l,165,266 280,000 39,414,731
COST:
AS AT 01.07.20t7 1 3,0 1 6,3 30 157,963,263 202,46t 2,080,3 l3 1,980,000 t,742,427 2,604,952.40 280,000 t79,869,746

AS AT 30.06.2018 13,016,330 157,963,263 202,161 2,080,3 l3 r,980,000 r,142.127 2,604,952 280,000 119,869.116
DEPRECIATION:
AS AT 0t.07.2017
CHARGE FOR ]'HE YEAR
ELIMINATION OF ACCM.
DEP. ON DISPOSALS

9,975,287

148,223

125,584,406

4,599,994

202,441

4

t,823,37 5

t56,624

t,429,8t4
t66,473

t,439,686.22

868,3 r7
r40,455,009

5,939,636

AS AT 30.06.201 7 10.123.510 l 30. I 84.400 202,415 l,g7g,ggg 1,596,297 2,308,00,1 t46,394,645
NET BOOK VALUE:
AS AT 30.06.2018
AS AT 30.06.2017

2,892,820
3,041 ,043

21 ,718,863
32,378,857

t6
20

2,080,3 l3
2,080,3 l3

I

156,625

1 46,1 40
3 12,613

296.949
I,165,266

280,000
280,000

33,475, I 0 I
39,414.131

13
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(f)

(t)

('e lntangible
lntangible purchased computer software licences, which are capitalised on the basis to use the specific software.
These costs rtised over the estimated useful life of the intangible assets trom the year that they are available for use, usually
of costs in acquire and bring over three years. However, the company did riot rncure such expenses in the year under audit.

nt of intangible assets
Amortisation the straight-line basis over the estimated useful lite of computer software of three years.

All computer is reviewed annually for impairment. Where the carrying amount of an intangible asset is assessed as greater
than its recoverable amount, an impairment loss is recognised so that the asset is written down immediately to its
estimated amount

(g lnvestment
Buildings, of a building (freehold or held under a finance lease) and land (fieehcld or held under an operating lease) held
for long nd/or capita! appreciation, and which are not occupied by the entity, are classified as investment
property assets

(h Finance {lerating leases

Pnfer substantiallv all the risks and rewards of ownership to the entiiy are classified as finance leases. [Jpon initialLeases
r ecognition th leased asset is measured at an amount equal to the lower of its fai: value and the present value of the minimurrr
iease and the asset rs subsequently accounted for in accordance with the accounting policy applicable to that asset

All other
extent of

are treated as operating leases and the leased assets are recognised in the statement of financial positicn to the
lease rentals at the end of the year. Payments made under operating leases are recognised in profit or loss on a

over the term of ihe lease. Lease incentives received are recognised as an integral part of the total lease
term of the lease. The Compamy did not aquire any asset uncier lease during the year under revrew.

investrnents (boncis)

nts
are classified as non-current assets and comprise marketable securities traded freely at the Nairobi
or other regional and international securities exchanges. Quotecj investments are stated at fair value. The

not trade in any interest investments during the year under review

I iflvestrnents
infestments stated at cost under non-current assets, and comprise equity shares held in other Government owned or
erftities. The company did not trade in any interest investments during the year under review.

stated at the lower of cost and net realisable value. The cost of inventorres comprises purchase price, import duties,
and handling charges, and is determined on the moving average price method.

other receivables
receivables are recognised atfairvalues less allowances for any uncollectible amounts. These are assessed for

expense

(i) Fixed
Fixed

[) Quoted
0uoted
Secu

(klUnq
[J nqt

nvestments refer lo investment funds placed under Central Bank ci Kenva (CBK) long-term infrastructure bonds
and other bonds with the iniention of earning traded at the Nairobi Securities Exchange. The bonds are interest income
upon th6 s disposal or maturity. Fixed interest investments are freeiy measured at fair value through profit or loss.
ihe did not trade in any rnterest investments during the year under review

ln
tra

(rr Trade
Trade

on a continuing basis An estimate is made of doubtful receivables based on a review of all outstanding amounts at the
year debts are written off after all efforts for recovery have been exhausted

tax
Cu tax assets and liabilities for the current period are measured at the amount expected to be recovered from or paid
to the authorities. The tax rates and tax lavrs used to compute the amount are those that are enacted or substantively

the reporting date in the area where the Entity operates and generates taxable income. Current income tax relating to
items directly in net assets is recognized in net assets and not in the statement of financial performance.

periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax requlations
a@

rhu kcE MrLrs tlo

st' aight-lind

company

(n Taxation
Currenl

enacte!,

to interpretation and establishes provisions where appropriate.



MWIA RICI MIILS LTD

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes at the reporting date.

Defened tax liabilities are recognized for all taxable temporary differences, except in respect of taxable temporary differences
associated with investments in controlled entities, associates and interests in joint ventures, when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary ditferences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry foruvard of unused tax credits and any
unused tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized,
except in respect of deductible temporary differences associated with investments in controlled entities, associates and interests
in joint ventures, deferred tax assets are recognized only to the extent that it is probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilized. Unrecognrzed
deferred tax assets are re-assessed at each reporting date and are recognized to the extent that it has become probable that future
taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is tealized
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacled at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or deficit. Deferred tax items are
recognized in correlation to the underlying transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets against current income tax liabrlities and the deferred taxes relate to the
or same taxable entity and the same taxation authority.

(o Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short{erm deposits on call and highly liquid investments
with an original maturity of three months or less, which are readily convertible to known amounts of cash and are subject to
insignificant risk of changes in value. Bank account balances include amounts held at the Central Bank of Kenya and at varrous
commercial banks at the end of the financial year. For the purposes of these financial statements, cash and cash equivalents also
include short term cash imprests and advances to authorised public officers and/or institutions which were not surrendered or
accounted for at the end of the financial year.

(p'Borrowings
lnterest bearing loans and overdrafts are initially recorded at fair value being received, net of issue costs associated with the
bonowing. Subsequently, these are measured at amortised cost using the effective interest rate method. Amortised cost is
calculated by taking into account any issue cost and any discount or premium on settlement. Finance charges, including
premiums payable of settlement or redemption are accounted for on accrual basis and are added to the caying amount of the
instrument to the exent that they are not settled in the period in which they arise, Loan interest accruing during the construction of
a project is capitalised as part of the cost of the project. However, there were no such borrowings within the year under review.

(q Trade and other payables
Trade and other payables are non-interest bearing and are carried at amortised cost, which is measured at the fair value of
contractual value of the consideration to be paid in future in respect of goods and services supplied,whether billed to the entity
or not, less any payments made to the suppliers.

(r) Retirement benefit obligations
The entity operates a defined contribution scheme for all full-time employees The scheme is administered by an in-house team
and is funded by contributions from both the company and its employees. The company alsocontributes to the statutory National
Social Security Fund (NSSF). This is a defined contribution scheme registered under the National Social Security Act. The
company's obligation under the scheme is limited to specific contributions legislated from time to time and is currently at Ksh. 200.
per employee per month.

(s) Provision for staff leave pay
Employees' entitlements to annual leave are recognised as they accrue at the employees. A prvision is made for the estimated
liability for annual leave at the reporting date. Howevre, no provision is made in the year under review since all leave pay is paid
in the same year it is earned.
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(u'Budget
The entity's rs prepared on a different basis to the actual income and expenditure disclosed in the financial statements.
The fina r:ts are prepared on accrual basis using a classification based on the nature of expenses in the statement

whereas, the budget is prepared on a cash basis. The amounts in the financial statements were recast
from the oasis to the cash basis and reclassified by presentation to be on the same basis as the approved budget.

A com f brrdget and actual amounts, prepared on a comparable basis to the approved budget, is then presented in the
ar;sorr of budget and actual amounts.

f_cs

ros are maintained in the functional currency of the primary economic environment in which the entity
.Shiilings. l'ransactions in foreign currencies during the yearlperiod are translated into the functional currency

rates prevailing at the dates of the transactions or valuation where items are re-measured. Any foreign
:rd iosses resulting from the settlement of such transactions and from the translation at year-end exchange
.tssets and liabilities denominated in foreign currencies are recognised in profit or loss.

lrr:5r5 6ilffs;'s116e. adjustments to amounts in the financial statements are also made for differences in the
sri;r..:iron the Company adopted for the presentation of the financial statements and the approved budget.

I ::,,lir,e :re cclual amounts on a comparable basis included in the statement of comparison of budget and actual
. ..: .)is ;rs per ihe statement cf financral performance has been presented under page 5 of these financial

! i., i,r;' :, i'r;l nrJgmgntS
,1: ;5. ;,i r,5ps6ls oi service concessron arrangements that it enters into tn determining the appropriate
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afiar
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ial.:'r,;': r n:J drsclosure requirements. rn narticular, where a private party contributes an asset to the
ltrr ' ,rti;y iBcorjnizes that asset when. and only when, it controls or regulates the services the operalor

.ur-,.J1ire, ,;':ith rhe asset. to whom it must provide them, and at what price. ln the case of assets other than
' ;rs:,,Is. rt i.ontrols. through ownership, benefrcial entitlement or otherwise - any signrftcant

i :::]I .ri, :.s.:,et has been recognized, the Entity also recognizes a corresponding iiability, aJjusted by
iEsr ,;: 'lire ;rsset at the end of the arrangenrent. Any assets so recognized are measured at their fair value

'whoi

(w Corn

dr -'iii()n r)aro or received

anges i:r preser)tataon

tig u res
:v cori'lparative tigures for the prevrous financial year have been amended or rec.cnfig;ured to conform to the

rt evelrts
been rro events subsequent to the financial year end with a significant impact on the frnancial statements for the year
30.2Ci8.

Jr:rJqements and Sources of Estimation Uncertainty
The cr of the Company's financial statements rn conformity with IFRS requires managemenl to make judgments,

and assumpttons that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
tiabilities,attheendofthe.reportingperiod.However,uncertaintyabouttheseassumptionsandestimates could

res that requrre a material adjustment to the carrying amount of the asset or liability affecled in future periods,
The j nts. estimates and assumptions rnade in the financial year under review include

and assumptions
ssur.rpticns concei'ning the future and other key sources of estimation uncertainty at the reporting date, that have
rnt risk of causing a material adjustment to the carrying amounts of assets and liabilities within the ne).t financial year,

below. The Entity based its assumptions and estimates on parameters available when the financial statements
l. l-lowever, existing circumstances and assumptions about future developments may change due to market

or circurnstances arising beyond the control of the Compay. Such changes are reflected in the assumptions when they

and residual values
iives and residual values of assets are assessed using the following indicators to inform potential future use and value

ition of the asset based on the assessment of experts employed by the Company
o.f the asset, its susceptibility and adaptability to changes in technology and processes

re oi the proc€sses in which the asset is deployed
of funding to replace the assets

in the :narket in relation to the asset
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Provisions
Provisions were raised and management did not see the need to make a father provision since the current debtors are active
Additional disclosure of these estimates of provisions is included in Note 5.

Provisions are measured at the management's best estimate of the expenditure required to settle the obligation at the
reporting date, and are discounted to present value where the effecl is material.

5 EARNINGS PER SHARE
The earnings per share is calculated by dividing the profit after tax by the average number of ordinary shares in issue during the
year under review. However, no dividends were declared during the year under review.

7 DIVIDEND PER SHARE
Proposed dividends are accounted for as a separate component of equlty until they have been ratified and declared at the
relevant Annual General Meeting (AGM). However, no dividends were declared during the year under review.

8 REVALUATION RESERVE
The revaluation reserve relates to the revaluation of certain items of property, plant and equipment. As indicated in the
Statement of Chan,oes in Equity, this is stated after transfer of excess depreciation net of related deferred tax to retained earnings
Revaluation surpluses are nol distributable.

9 FAIR VALUE ADJUSTMENT RESERVE
The fair value aolustment reserve anses on the revaluation of available-for-sale financial assets, principally the marketable
secunties When a frnancial asset is sold, the portion of the reserve that relates to that asset is reduced from the fair value
adjustmenl reserve and is recognised in profit or loss. Where a financial asset is impaired, the portion of the reserve that relates
to that asset rs .ecognrsed in profit or loss. However, there were no such transactions during the financial year under review.

,IO RETAINED EARNINGS
The reta;;'ed earnings represent amounts available for distribution to the entity's shareholders. Undistributed retained earnings
are utiliseo to firrance the entity's business activities.

11 TNCOPORA'nON
The entity is rncorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

12 EVENTS AFTER THE REPORTING PERIOD
There were no material adjusting and non- adjusting events after the reporting period

13 CURRENCY
The financral statements are presented in Kenya Shillings (Kshs)
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matcri:lls

NO't'!_S r'() ',r'BU HNA\CtAl, S1'.\'r F:t\IU\ I'S

IOR I'il8 .i UAR UNI)ED l0r'lt.rt:\U 2018

20t7t2$18
KSHS

r 83.500.000

I 83,500,000

63,662.067

5,0s3,397

6ri,7l 5,{61
2017 I I{.78r,516

I 83.500,000

I 8J,s00.000

on rellrluirt itrr-.

68,115.464
5.0.5.1.397

73,768,1162

2018

1

2016t2017
KSHS

r 83,500,000

r 83,500,000

58,608,670
6,585.35 8

573.409

63,662,067
I19,tt]7,9J3

l 83,500.000

1tt3,500,000

63,662.06'7
5 05i iq?

68,715,464

r0e,711.t38 I l {.784.536

r I {,7ttJ.536 I I 9,837.933

& l,eader house was done in June 2009 bv the olllce of'Colnmissioner of l.ands

{ 2017t20tE
KSHS

16,933,927
2,755,633

t42,041
s2,057,800
r 0,037,300

61,601
8l .988.302

2017t2018
KSHS

32,211.273
83,037

3,606,82 l
80,920

1 6,8 I 5.053

52,797,1tJ4

3,606,82 r

18,712
l 6,8 r 5,053

20,440,586

_!?J9qE18

2016t20t7
KSHS

I 5,542,285
2,645,308

1.s2.954

25,846,800

5,032,920

59.217
19,279,183

OTHER RECE,IvABLES

Bank receivable

Finance(un der receivership

FOR DOL'BTFTTL DT]B'TS
lnterest from deposits

trade debtors
Continental Credit Finance

2016t20t7
XSHS

2_s,535,1 3 I
44,475

3,606,821
80,920

16,815,053
46,082,400

3,606.82 l
r 8.712

I 6.81 5.053
20,440,586
25,64't,8'.t4

deposis were deposited with Continental Credit Finance Limited w'hich has since been placed under receivership.

of t}e deposits still remain uncertain.

includes K.RA and Continental Credit Finance.
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6 (".ASH & CASH EQI.IIVAI,T]NT
Br-lK QUEENSWAY (NBt) A/C 09450.1583tt

BIIK (EMBU) A/C l 189193

KCB Wanguru A/C I103971387
Cash in hand - factory imprest

MWU RrCt Vtr:S LrO

NOTES rO 't'Ht- r r\.\\('1.\1. s'l'.,\ I Eil ll\ I s
l()R 1'tIE YI.t,AR t.\-t)l.t) J0 t'H .lt:Nt. 20tlt

2017120t8
KSIIS

35,882,696

, Lt\,\ I lO\.. (KR,\)

Revaluation of Maisonenes
Revaluation of Leader House
Depreciation of Revalued assets

Net book Value

1 1 ACCLIMT'L,A,TED PROFIT(LOSS)

Balance b/f
Dividends
ProfiV( Ioss) for the year

Balance c/f

902,038
687,399_

37,472,133

2016t20t7
KSIIS

29,495,493
8.095

31.t29.196
76-5,tt85

2016t20t7
KSIIS

(r,9s2,02 r)

2016t20t7
KS}IS

86,560,887
32.97 | ,48s
(5.040.664)

l I 4,191 ,708

20t6t2017
KSHS

5 I ,561.484

r,003.870
52,565J354

201 7/201 tt

KSlls
(r,9s2,02r)Balarce brought lbr*'ard

Ilalance carried lonvard 0.1?,!2!) (r.9s2.02r)

Since rhe toi oflish.8,784.78-s was calculated and agreed b1,the tax consrrltanl urd KRA, the amount w'as transl'errerl l,t the ii(:hl,)rs' accounl.

llowever the balance to datc is Ksh. 1.9-52.021.

S SIIARE CAPITAI,

Authorised and fully paid
250,000 ordinary shares

ofKshs 20/= each.The shareholding is
il; follows :

National irrigation Board - 5,59/o

N{wea Rice Mills l-td - 45ozi,

5.000,000 5,000,000

C GEJ.*ERAL RESER\II,
The Company used ro transl'er part ol'its protis made lo the gencral Resen'e and would utilise such reseryes ro pav drr';dcnrls rvhen the

Company made losses. ,An amounl of Kshs 8.700,000.00 remarns unutihzed lo-dale.

20t7 t20tE
KSHS

2016t201'7

IO REVALT'A1'ION RESER\II. KSITS

2017 t2018
KSIIS

82,953,766
3t,53'l .942

!1011,39?)

2017t201E
KSHS

52,565,354
(3.000,000)

9't 5 .145
50,54r,099

The Company Direclors declared palmenl of Ksh. 3,000,000 dividends within the financial year under review

I2 CAPIT,A,L FT]ND FOR MIT,L REHABILIT.{'TION

Capital Fund Ksh.52,6l 0,534 00 for mill rehabilitatron is a levy based on kilogams of rice milled for the National Imgation Boad by Mwea
Rice Mills. 1-he lev-v u,as to be used for rehabilitatinB the mills. 'fhe Board has since shed offnon-core functions like proccssing and marketinB
ofrice and therefore, the levy is no longer chargeable.
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201712018

KSHS
22.037.3't0

2017t2018
KSIIS

696,000
790,068

2,069,563
43,549,705

1,542,564

2017/2018
KSTIS

46,000
11,923,850
4,467,315

378,100
20,581,225

37,39(,,490

2016t20t7
KSHS

22,03'7,3't0lerry * *

22,037,170 22,1)37,370

Ievy was a lerry imposed on Mrvea Rice Mills Ltd to be paid to the National Irrigation Board. 'fhe levv was to help
Loan Principal and lnterest Repayments. Ilowever, the levy was slopped in 1988 rvhen the National

markeling rice.

PAYABLES 2016t2017
XSHS

696.000

'l'ax

NIB (lnter-company - Creditor

1,651,386
40,41 0,43 r

309.077
48,647,900 13.066,895

'l'rade

2016t2017
KSHS
3,360

l . r 06,780

22 897,872
5, I 43.719

967.600
t7,952.796
4tt,072.156

Stores

Casuals
Production/ Ovenime

2017 t201E
KSTIS

2,524,903
7.099.724

t2t,97'7
9,722,679

392,289
143,620
148,223
410,9)3

4,599.994
355.270
996,386
542.040

2.264.750

2016t2017
KSHS

1?,083.242
6,432,468

)62,993
7,317,504

{10 )(o
I 2 1,093
148,223

928,089
4,59'7,643

I,t23.728
2.547.204
1,163,302
3.061 .408

- miscellaneous
Equipment

matenals
- mill 5
- mill 6

purchases

29,322,767

2017t2018
KSIIS

2,096,5s0
182.639

4,800

2,022,931

40.426.r 55

2016t2017
KSHS

1,955,950
zfi,792

5.000
I,275,000

lncome

4,106,920 3,417,712

20
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NOI'I'S I'O'THT: T INA\CIAI, ST,\'TEMENTS
F'OR'ilIE )'t_t,rR IiNDUD 30.tt]NU 20llt

ztJt7t20t8
18 INVESTMENT INCOME KSHS

Gross lncome _ -J,9.39.9_4q_
7,939,046

1 9 AI)MINS'IRA'I-ION I'XP}-NS}.S
z(|1712018

KSIIS

21)16t7017
KSTIS

7.738.796
7,738,796

20t612017
KS}IS

(a) Staff costs

Salaries and Wages- Regular
Medidcal Expenses
l kruse allowance
I-cave & transfer allowance
Salaries & Wages-Gratuity
NSSF

sub-total
(b) Administrative costs

Printing and Stationery
'l'raveliing Expenses
'felephonc, Postages and Sundncs
lluilding mtce- offices
I-egal & Professional fees/consultanc-r

;\udit fees

Securitl' sen'ices
Liccnces
Adrninistration & accounttrncy fet
(-lo,nputer expenses

l\4otor vehicle Mtce.
0ffice Machinery Expenses
Buildings mtce - Staff houses

t.lnr forms

Buildings nrtce - l-eader hou-scs

I3uildings mtce - massionenes
Bank charges

sub-total
'Iotel

20 OTHER EXPENSES

Depreciation on Vehicles
Office Tea
Subscriptions and Periodicals
Bicycles mtce
Fumiture & Fiurngs -depreciation
Marketmg
General repars & mtce
Depreciation on Computer & Accessones

Oills & Grease

Diesel
Depreciation (Marso & Leader Hs)

Sewarage(Workshop)Depreciation
Rates

Total

156.624
166.942
115,310

9,900
166,473
302,992

156,624
163,429
I 00,440

"1,200

166,470
73,900

620
837,392

5,825
60't.656

12,733
4

2,951,476
25.,599

2 1 0.000
686a7

147.80-i

- _2_1,{)q_
3,125,121

3,09-s,073
31.796

227._\00

73.340

25-5.046

30.200

2,607.81

J,7 12,955

1,056 I 82
3.318.r89

2 I 7.900
46.994

I 85.600

348,000
1.s09.089

3 r,900
1.777.761

54.000
49t,173

I 42,834
7s,000

1.867,426

85,944
11,207,991

1.794"000

I 32.795

_ _11_te2,{1_
Li,qlll2l

2017 t2018

XSHS

868.317
I )?S

451.09r

4

___910.711
3,r49,669

481,t39
3.,596.i69

I S 1.500

I 73.526
40.000

348.000
t.t\99.437

57.600
| ,4t\9.211

:2,1s0
1,287,065

38, I 00
23, r l2
]8.t00

I {.920,946

2016t2017
KSHS

2,132,293
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Nor'Es To l'ilE Fr\ANCI.Ar. STA'tElIENTS
FOR'tHD YE.,I,R ENDT]D 30 JTiNE 2OI8

F'OR TIIE Yt 2017t2018
KSHS

schedule 5,939,636

5,939,636 5.91 9,089

E\PE\S},S 20t7t2018
(KSHS)
292,000

72.000
2l{2,505

I r 2.000

758.505 145,200

TRANSACTIONS
board owns 55 % shares ln Mwea Rice Mills. The other 45 9./o is orvned hy'\4u,ea fa:rners. therc' is an agreement

the former to provide administrative and accountanc), sen,ices. after rvhich NIl3 charges lbr'Jre sarne at the rate of
for lhe vear

of directors and the managcment did not have any related parl)'rl.utsactions u rtir 0re company within the year

are some transactions bel*een the Company and the NlB. a; shoun i-n uote 14.

UP OF ATiDI'I'OR RECOM,IIENDATIO\S

summary of issues raised by the extemal auditor, and management comments that u'ere provided to the
focal persons to resolve the various issues as shown be)orv u,ith the rssociated time frame

the issues to be resolved.

20l6t2at7
KSHS

5,906,3.56
12,733

F ixed

Charge on

22 BO,\RI)

Sitting

l'ravel
l,unch
'l'otal

23 RIiI-A

3'/o of

(b) The
audit.

u,ithin

to

2016n017
(KSlls)
2 l 0,000

40.000

l 3.200

82,0C0

Referencr No . on the external audil
Report

Issue /
Obsen'alions
from Auditor

lvt

an
ag
e

person to
resolve tbe

issue (,Name
--)

Ststus:

(Resolved / ltot
Resolved)

'l'imeframe:

(I\tt a date when you eryecl
the issue to be resolved)

I

I

I

Itrlr
I
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