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Chemelll Sugar Gompany Llmtted

Annual RepoG and Flnanclal Statements
Forthe yearended June 34,202L

KEY ENTITY INFORMATION

Badrgound lnfuima0on

chemelil sugar company was establlshed ln 1965 as a private limited company and later became a parastatal ln 1g74. tt is currenflya Parastatal under the Ministry of Agriculture, Llvestock, Fisherles and Cooperatives - State Department of crop Developmenl Thecompany is domleiled ln Kenya and is located along Awasi - ttanui titils Road ln Muhoionl sub-county of Kisumu county,approxlmately 50 kilometres from Klsumu Cig.

PilndpalAcdvldes

Ihe princlpal activity ofthe company ls to manufacture su(arand co-products from sugarcane and to establish and manage sugarcaneplantations' lts vision ts to be the company of choice in the productlon and marketing of sugar as well as in sugarcane development inthe reglon' The company's core obJectives lnclude cane development, factory capactty uulization, marketlng and distribution,
environmental management and corporate cltizenshlp.

Dlmc,ton

The Directors who served the entity during the yearlperiod were as follows:

1.

2.
3.
4.
5.
6.
7.

8.
9,
10.

11.

Mr. Zedekiah Kiprop Bundotich
Mr. Gabrlel Nyangtrveso

Mr. Davld Oslany
Ms. Christlne Atieno
Mr. Georpe 0balla
Mr. Lllian Marjorle Wasonga Nangulu
Prlnclpal Secretary Minlstry of Agriculture
Prlncipal Secretary, National Treasury
Development Bank of Kenya
Agrlcultural Development Corporation
vlv0 Energy($ LTD

Chlef 0fficsrs

1. Mr. Gabriel Nyangweso
2. Mr. Emmanuelobetch Ngala
3. Mr, Jorim Osewe
4. Mr. Joseph Kiltu
5. Mr. Moffat Omondi
6. Ms. tindah Kiptagat
7. Mr. Jackline Kotonya

Coporate Secrutary

!mage Registars
P.0. Box9287- 00100
Nalrcbl, Kenya.

Coryomto Headquafiors

P.0. Box 777-40t07
Awasl-Nandi Hllls Road
Muhomnl,l(enya

- Chairman

- Ag.Managing Director
- lndependent Director
- lndependent Director
- lndependent Director
- lndependent Director
- Alternate, Ms. Jackline Kilo
- Alternate, Mr. Kennedy Odhiambo
- Alternate, Mr. Jacob Mananda
- Altemate, Mr. Richard Aiyabei
- Altemate, Ms. NaomiAssumani

- Exited on22)u12020
- Appointed ln May 2017
- Exited on22Jul2020
- Blted on22tu32020
- Exlted on22lul2020
- Exlted on22)ul202O
- Exited on22lul2020
- Blted on22lu12020
- Exited on22lul2020
- Bited on22lul2020
- Exlted on22lul2020

- Ag.Managing Director
- Head of Flnance
- Head of Agriculture (Ag
- Head of Factory (Ag
- Head of Human Resources (Ag)

- Marketing Manager (Ag
- lnternalAudlt Manager (Ag
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Telephone :( 254) 020-209 1 gg3 / 4/ 5
E-mall: chemelll@swlfrrlsumu.com/dremeil.mdsofflm@gnall.com
Webslte: www.cfi emsugar.go.ke

Coporte Billolr

1. KenyaCommerclalBanktJmlted
P.0. Box 17-40100
lkrmu,l(orya

2, Co.operatlve Bank of Kenya Umlted
P.0 80x30151140100
Klalmu,lOnya

ldepondailtullton

AudltorGeneral
Kenya Natlonal Audlt Offf cs
Annhersary Toven, Unlvenlty Way
P.0. Box300M
GoP 00100
Natobl,fictur

Pilndpal Lrlat^dybsl

1. Mlgos Ogamba & Company
P.0. Box 17- 40100
llalnbl,lGnya.

2, otleno Ragot & Company
P.0. Box3051 - 40100
lOumu,lbrya.
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Chemelil Sugar Company Umited

Annual Repofts and Flnanclal Statements
For the year ended June 3 0, 202L

DIRECTOR'S NAME

l. Mr.Zedeldah
Xlprcp
BundoUc{

Chairman

2. Mr.Gabdel

]lyangweso

Ag. Managing Director

3, Mr. Davld

0slany

lndependent Director

4. Ms.Chdsflne
AUono 0deno

lndependent Director

5. Mr. Jacob

Mananda

Alternate Director

0. Mr. Kennedy

0dhlambo

Alternate Director

IHEBOARD OFDIRECIORS

IGY QUAIIHCAil0NS AilD mEilEtlCE

Mr. Bundotlch was appointed as Chairman of the Board of Directors with effectfrom 20th September,20ll

He is a renowened buslnessman with a wlde knowledge ln transport and dairy lndustry spanning over

years.

Holds Bsc of science in Management and Marketing (Royal Holloway Universlty of London), Diploma

Business Management.

He is the group Chairman and founder of Buzeki Group of Companies. Has achieved a lot ln the busint

Mr.Nyangveso holds a Masters Degree(MBA) in SUateglc Management from E$erton University, BSC

Agrlculture from University of Nairobl and lnternational Certlficate ln sugarcane Agronomy from Mauritius.

has served Sony Sugar as Out growers Manager, Nucleus Estate Manager, Transport Manager and Head

Agriculture - a position he held until secondment to Chemelil Sugar Company as Managing Director in

acting capaclty from Sth lllay 20L7 .

Mr. gslany is a public poticy professlonal wlth over 10 years experience ln policy advocacy and advice, i

strategic public management wlth special bias to communication, HR Management & Organizatio

Development, He holds MSc. Publlc Policy from the University of Bristol, United Kingdom and Bachel

Degree in Arts (Communication & Soclologr) from the Unlversi$ of Nairobl. He was appointed Director v

effect from 20th SePtember, 2018.

Ms. Atieno was appolnted Board member of the Company with effect from 20th September, 2018.She i

Lawyer w1h vast experience in consultancy seruices and research. Cunently a partner in charge of Fina

and Admlnistration at Maangi and Otleno Advocates. A member of varlous professional bodies e.g. Fl

LSK, and CRADLE. Has previously consulted forAPHIA-USAID, 0xfam GB, and Commlttee foi implemental

of the constltution of Kenya (ClC), National Legal Aid Awareness Program (NALEAP).

Has Bachelor's degree ln Law from University of Nalrobi, Dlploma in Law from Kenya School of Law.

Mr. Mananda represents Development Bank of Kenya. He has Masters in Business Admlnlstration (Financ

Mr. gdhiambo represents the National Treasury as per the State Corporation Act. Alternate to Princ

Secretary, The National Treasury.
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7. Mr.Rlctad
Alyalbel

Altemate Dhector(ADC)

8. Me.Jaoquellne

l0lo

AlbmateDlrccbr.
!{ln!ty of A!ilcuturn,
uvestock, Flshedes and
Doopentlves

l

9. Mr.Geo6e
0bala

lndependent Dlmctor

10. Ms. Ullan
Mafode
Waronga

Nangulu

lndependent Dlmctor

11. Me. Mldam
Ndlrangu

Repnsentafir, lmage

Roglstarl, Gompany

Socrutados

. Rlchard Aiyabel aged 51 yearc is a holder of MSc. Degree ln Agronomy from Univenity of Eldo,et, I
in Agrlculture from Moi Unlversity and Diploma ln Farm Management from Egerton Univel H

the Managing Dlrector of the Agrlculural Development Corporation a position he rose to pro ssl
Jolnlng tho corporation ln 1990 as an Asslstant Farm Manager. His Direc{orshlp roles includes lre
Seed Company and Chairman Agro Chemical and Food Company Itd. Mr Richard Aiyabel is a membr
ploughing Board, Kenya Ploughlng Oganlsation (National Chalrman), ASK Councll Membr :ld
and ASK Member of Executive Committee KpO among others. He represents Agrlcultural Dev pr

rporatlon.

Ministry of Agriculture, Llvestock and Fisheries. SheJoined the Board on 11th 0ctober 20il

Mr. Oballa, aged 52 years ls a holder of a Bachelorof Commerce ln Markeilng Degree (1992) from U l"s
of Nairobl and Advanced Diploma in Marketlng (2003) from the lnstltute of Finance Management. Currenl

he is a Dlrector, Lead Consultant at Seydou Resources ltd and Regional Dlrector for East I ca

Forefi nance/Scopelnalght.

Nangulu holds a Master's degree ln Administrafion, Tourism-Punjabl Universig lndla, Advanced di. rm,
Applicatlons, Computer Center-Chandlgarh lndla and Bachelor of Commerce-punJabi Unlven

She has wor*ed for Citibank N-A as a client experience Head (Kenya and Uganda)

Mlriam Ndlrangu represents lmage Registrars who are appolnted as Company Secretarles by the uoarr
She ls a member of ICPSK.
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IJiANITGR,S}IIIME

tlr.Gabdel Nyangweso,

MBA (Strategic Management)

Mr. EUah Ghepyogon C[elagPt
BSc (Mechanlcal Engineering)

Mr. Emmanud0b€Ht Ngals
EMBA, BCom (Accountlng), ACCA,

MKIM

Mr.Jodm(}savs

Bsc.( Agrlcultural Engineerln$

Ms. Jacquellne l(otonya
BSc (Chemlstd, AWSE, EIK

.,..J

MA!{AGBIIEYTIBIM

r(EY QUAIIFICAnoilS AND mErufl CE

Managing Director(A$

Head of Facory (Ag)

Head of Finance

Head of Agrlculture (A$

lnternalAudit Managel
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'ltlt
Mr.Mofiat0m6niif

Bsc (Chemlstry), MKIM

ffi

Mr.Japhotr Olwang
BBM (Purehaslng & Suppttes), Dtp BA,

KtsM, ctPS

tlr. UilahJ.l0plagm
MBA (Strateglc ManagemenQ,

BBA (Marketln$, MSK

Head of Human Resource (Ag

Supply Chain Manager (Ag)

Marketlng Manager

1,l
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Chemelll Sugar Gompany Umtted

Annual RepoG and Flnanc.lal Statemenb
Fortheyear endedJune 30,2021

GHAIRM'IN'S STAIEIIIRIT

0vERvlEw

The cane supply ln Nyando sugar belt during the 2020/2027 financlal year was much better compared to a number of precedlng

year(s) owlng to onset of the long ralns of 2019 and 2020, desplte the Sugar lndustry contlnued general sugalcane deficit Sugar

seling price remalned depressed by cheaper imports curtalling the Company's flnanclal performance. The othet challenge was

frequent breakdowns of key machinery ln the factory due to agelng plant which has not undetgone malor maintenance slnce the year

2013. Ihls led to lnefficient factory operatlons and tow sugar recovery and affected cashflow and profltablllty.

OPERANOilS

The votume of cane milled lncreased 3.4 times lo 411.,1.L2 tonnes up from 120,632 processed in the previous year. Ihis was the

highest mllled ln 7 years malnly because cane supply improved and, unllke the precedang years, the factory ran contlnuously for all the

12monthsofthefinanclatyear. The avera1econverslonratioremalnedrelativelybettetall.4.TStonnesof sugalcanetoonetonneof

sugal compared to 15.94 achleved the previous year. The Company sold a total of 28,031 tonnes of sugar compared to 7,567 tonnes

sold ln 201g12020. Accordingly, the gross turnover grew to Kshs. 2,568 milllon up from Kshs. 621 mllllon achleved in the prevlous

year mainly because of hlgher productlon and sales volumes.

RESULIS

The Company posted a reduced loss of Kshs 549 million compared to the restated loss of Kshs 694 mlllion in the previous year.

TAXCOT{IilBtmON

The Company contlnued to be one of the large tax payers to the govemment. During the financial year, the Company accrued/paid

Fshs. 358 million ln VAT compared to Khs. 76 mllllon the year before.

CORPORATE SOCIAT REIPOIISIBI1JIY

Despite constralned cash flows the Company contlnued to play its role as a responsible corporate citlzen. The key focus areas durlng

the year under revlew were education, heatth, sanitation and environment. Throulh lts own sponsored Chemelll Sugar primary and

secondary schoots and by supporttng a number of other public schools within Chemelil zone, the Company continued to empower the

populatlon in the community. The Company also operates a heatth facility whlch suppoils the communlb/s health, through lts MCH

and general healthcare services.

DMDETIDS

The company remalns commltted to lts primary objective of maxlmization of Shareholders'fund and ln $vlng a return on investment

thrgugh payment of divldends. However, due to the low performance for the year, loss incuned and the aforementioned financial

constraints, the Company was not ln a position to pay dividends. Measures are being put in place and thls situatlon ls llkely to change

in the comlng years and divldends shall be pald accordingly'

PERFORi,IAI{CE CONTRACI

The company entered lnto a negotlated peformance contractwlth the Government of Kenya forthe year 202L/2022 by settingtargets

ln line with the Strategtc plan 20L7 /2018-2021./2022 and the Approved Budget for 202t/2022,Ihe Company dld not achleve lts

profitabltiry target for 2020/2021 given the condltions lt opented ln but there is strong and positive lndication of lmproved

performance towards achievlng and surpassing our boundaries of success.

REVIEW OF CURRRII AI{D RM.IRE BUSINESS OUILOOK

Access to adequate quality raw material and stability of market sugar price remaln the key determinants of the Company's operational

performance. The company continues to engage and/ or contract farmers for cane supply. lmprovement in cane availability ls being

pursued through planting of high sucrose and early maturlng cane within the nucleus estate and improving extension sewlces to

iarmers. Continued support to farmers with farm lnputs and Implements is on-golng. All these effofts are almed at lmproving the

lx
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Annual RepoB and Flnandal Statemenb
Forthe yearended June 30,202L

quantity and quallty of sugarcane for mllllng. The cane testng unit whlch wltl pe( cane payment on sucrose content thus ensudng thecompany gets value for money ls almost complete.

The Compan/s S-year strategic plan (20L7/t8- 2021./2022) had targeted to increase cane yleld from 48 TCH to Z5 TCH and to mill871,000 tons annually by the year 2021/2022, Though these targets were not achieved in the year under review, lt ls envtsaged thatthe Govemment commltment to privatization of the five publlc sugar mllls will lnject new funds to revltalise factory efficlency and
mltigate the lnadequate cane avallablllty and supply to the factory. Ihe process ls o<pected to enhance competifl.reness, proritabillty
and sustalnablli$ of the company. Ihe company is also keen on cost controls and lmproved corporate communications poliry to
ensure lt has support from all stakeholderc.

The government has appolnted a new tasmorce to revlew and advlse on the deslsn, development and lmplementation of the sugarindustry price stabillzation framework whlch ls looklng lnto ways of stabillzing the lnlomes of dlfferent players In the sugarvalue chaingoing forward. The implementation of recommendations by this task force iJexpected to sanitize the regulatory regme, contml sugarlmportation and create a level playlng ground for ail ln the lndustry.

The CoMESA safeguard measurcs were also extended to Februuy2023. The Company's lmproved performance levels should enable ltcompete when that time lapses. The Company will contlnue to enhance factory efficiincy and increase the branded ,rg., p.ar.tion.
cost management lnitlatives wlll continue to be lmplemented to retum the company to proRtalt[ty. More tand in the catchment area isbeing put under cane to meet the factory optimum requlrements and lnigation proiect is being enhanced to inctease cane yleld. Thecane development program wlll continue into the nextyearwhere a furttrer 3,000 hectares are tirgeteJ.

APPRECUTNON

0n behalf of the Board of Dlrectorc, I wish to express my grautude to att our cane farmers who have stood wlth us durlng these difficulttlmes' I also wish to thank our supptlers, the Commodlty Fund and the Natlonat Govemment for the loans gtren to us, cane
transporters, cane development contractors and the sugar customers for their valued support in the last one year, Flnalty, t would also
llke to take thls opportunity to slncerety thank the management and staff for ther hard work and conlnued commttment to com pany
goals even during the difflcult tlmes experlenced for the better part of tlre year. The Eoard is optimistic that we shall a[ lmprove our
performance to meet our tar(ets for future Company sustainability.

x
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Annual Repofts and Flnanclal Statements
Fortheyearended June 30. 202L

REPonr QFTHE CHTEF EcCt IIIJE omCER

It is my pleasure once again to report on the performance of Chemelll Sugar Company Limlted forthe year ended 30th June 2021

ovERvtEw

ln the year under revlew, the Company experlenced a number of challenges in lts operations whlch included: Factory breakdowns due

to aglng plant which adversely aticteU throughput and converslon ratios; poaching of cane ftom the zone by other millers resulting in

cane shortage; low agricultural machlnery availabllity; unrestrlcted importatlon of sugar whlch resulted ln glut ln the market hence

depressed sugar pricei and low cane yieldi. Ihese facton affected the Company's revenue generatlon and thus cash inflows.

PERFORM'II{CE REUIEUV

l. Flnanclal Porfomanco

The net tumover tor Ft 2o2l lncreased by 306% to 1.shs.2,214 mllllon up from Fshs.545 mllllon in F( 2020. This comprised

Kshs.2,140 milllon (2020-l.rshs.521mi1lon) from sugar and Kshs.74 mllllon (2020-Kshs.14 mlltlon) from molasses. Ihe higher

tumover was attrlbuted to higher sales votumes and better selling prices for both sugar and molasses compared to the previous year.

A reduced gross loss of Ishs.3 mlltion (2020-Kshs.384mlllion) was achieved ln the year under revlew. lhis was because the lncrease

ln levenue influenced by both the hlghervolume ofsales and hlgher product prlces exceeded the lncrease ln cost ofsales whlch was

driven by the hlgher volume of cane mllled and the lncreased prlce per ton but moderated by the lmproved converslon ratio'

Marketing and dlstrlbution costs increased by 160/o malnly due to the highel quantiU of sugar sold compared to ff 2020'

Administration cost increased by t4% as a result of Increased activlty during the year under revlew.

Ihe overall performance for the year was an operating loss of Shs. 549 mlllion arlslng from factory lnefficiencles. This was much lower

than the loss of rshs.694 mllllon recorded in the previous year. Ihe lmprovement was because mllllng operations was sustained

throughout the 12 months ofthe financlat year as compared to only 4 months ln FY 2020.

ll.Agilcnltunl Opordons

Canedellveredtofactorydurlngtheyeartotafing 4LL,654was240%highercomparedto12l,033deliveredthepreviousyear. The

average pol (sucrose ln cane) was 11.88% (2020-10.88%). The lncrease in quanti$ ls attrlbuted to the futl year of continuous

operationscomparedtoonly4monthslnthepreviousyear. TheNucleusEstatecontributed4l,600(15%)while370,054wassourced

from farmers withln Chemelit zone. The pilce of cane per ton increased to Kshs 4,040 compared to Ishs. 3,750 in Fl 2020

represenflng g% lncrease. Cane prlcing commlttee was lnvolved ln settlng minimum cane prlce based on prevailing ex'factory price of

sugar.

Weather condltlons durlng the year was genelally favourable for cane productlon even though the cane zone recelved a lower ralnfall

mean of 1681.8mm (2020-1g07.9mm) compared to the long term mean of 1,853.lmm. Cane yietds lmproved to an average of 49'6

TCH compared to 42.1 the prevlous year desplte continued cane pouching activitles by nel$hbouring millers ln unfair competition

dudng the year.

Cane development program was sllghtly below target due to cash flow constraints. A total of 500 ha was ploughed, 465 ha harrowed

and 400 ha funowed against a target of 500ha. Area planted was 500 ha against a target of 500 ha. Fertllizer supply for planting and

top dresslngwas 1,000 bags.

During the year, a lot of effort was expended to engage farmers and other industry stakeholders to appralse them on the Company and

industry challenges and inltiaUves.

xl
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lll. Factory0peraUons
The factory milled a totat of 41,1,21t tons of cane ln the year under review compared to 120,632 tons mllled in ff 2020. 0f these
350,412 tons of cane representing 85% came from farmers while 60,799 tons representing 15% was recelved from the Nucleus
Estate. ln the previous year, L02,067 tons of cane milted came from farmers while 18,565 tons came from the Nucleus Estate. The
amount pald to farmers for cane supply was Khs. 1,334 million (2020-Kshs 529 million).

The cane supplled was milled at a converslon raUo of 1,4,75 (2020-15.94) tonnes of cane to 1 ton of sugar to produce ZT,gilitons of
sugar compared to 7,567 tons produced ln ff 2020, this productlon represents 268% increase compared to the previous year. A
better performance was experlenced in the first and second quafters but factory breakdowns became more frequent in the third and
fourth quarters leadlng to loss of productlon ume and reduced sugar recovery.

A total of 2,206 tonnes of sugar representing 8% of sugar produced was branded. Sugar quallty remalned hlgh as the Company
complied wlth the Kenya Bureau of Standards (KEBS) requirements for Standardlzation Mark for brown sugar.

h. SalesandCommcrdalActrilUes

The Company sold a total of 28,031 tonnes of sugar compared to 7,567 tonnes sotd ln 2o19/2020. The average net prices per ton of
sugar and molasses were Ishs.75,715 (2020-Kshs.72,169) and Fshs.5,165 (2020-[shs.3,136) respectively. The 5% lncrease in
average net sugar price was due to enhanced govemment controt over sugar importation whlch reduced the sugar glut sltua1on in the
market. The 65% Imptovement ln average net motasses prlce ln Fl212l,was due to a hlgher demand.

Most companles have increased their branding levels for better marglns and key supermarkets have followed by shifted towards in-
house brandin! thus lntensitying competition. The Company's brandlng level remalns tower than most competltors baslcally due to low
investment ln brandlng. The Company intends to expand its sugar brandlng capaclty to lncrease avallability of branded packs in the
market and secure some shelf space ln tocal supermarkets goln! fomard.

QUATTTYMAt{AG$tE{r

Chemelll Sugar Company Llmited has maintalned an effective Qualig Management System (QMS) across all departments of the
Company. This is part of the strate$c business decisions lntended to lmprove and sustaln ttre overail performance of the Gompany's
buslness processes, products and seryices. Ihe Company renewed lts lS0 9001:2015 certificauon durlng the perlod under review
after a rigorous re-certification audlt

CORPOR'IIE SOCIAT RESPONSIBITTY

Dudng the year under revlew, the Company continued to play its mle as a responslble corporate citizen with key focus on education,
health, sanitatlon and envlmnment. Through sponsorshlp of Chemelil Sular primary and secondary schools and by supporflng a
number of other public schools within Chemetl! zone, the Company continued to empower the population. All candldates who sat
KCSE at ChemelllAcademy in 2020 attained univerlty entry grade. Chemelit Sugar pdmary candldates forthe same yearwas ranked
the best in the zone and very hlghty ln Kisumu County.

Ihe Company operates a Health Centre that supports staff and the tocal community through provlslon of health care services,
preventive health campaigns, education and screenlng faclllties. Dudng the year under review, the Company extended water supply
from the solar powered borehole water supply system to the local communlty. Ihls will be launched soon.

Ihe Company malntalns a tree nursery which supplles tree seedtlngs for planting ln the non-caneable parts of the Company's expansive
nucleus estate as well as for supply to farmerc and the communlty in purcuit of 10% fovernment tree cover poilcy. Iree seedilng s were
supplled during the year under review.
HUMA'{ C,APIIAI It{t,EISIMtr{I

Ihe Company's HR strate6t remalns focused on bulldlng a strong unifled team with excellent skl[s and the resilience necessary to
retum the Company to prosperlty. We betleve that our people are the lifellne of the Companfs buslness and that strategic tnvestrment
in the people enables us attract and retaln a hlghly skilled workforce.

xll



Chemelil Sugar Company Llmited

Annual Reports and Financial Statements
Forthe year ended June 30. 2021,

The year under review came soon after resumption of milling following a l2-month period of non-operation. Consequently, the
Company experienced quite some turnover of key skills resulting from uncertainties surrounding the business then. The stratery to
talent management is being reviewed to help cope effectively with the demand for top talent in the business. Commitment to
continuous training and development remains strong but despite financial constraints.

ln the unsettled period, reliance was placed on existing talents, enthusiasm, resilience and commitment of our employees who have
been at the heart of the Company's achievements so far. The Company's human resource continued to respond to the changing
business environment with zeal and resilience. ManaSement is proud of the commitment within the workforce and remains confident
that we will emerge once more from the downward trend experienced in the past years.

The relatidnship between management and Union remained harmonious with usual consultations on the CBA and welfare matters. The
branch held elections during the second quarter as the tenure branch officials then expired. Consequently, a new office was elected
and has been in office since then. With the CBA negotiated tor2OLT-L9 having expired, new CBA negotiations are expected anytime,
the delay has mainly been due to the obtaining industry business challenges.

IMGATION, DISPT'TE RESOIIMON ATID COMPI.UINCE

During the year, the Company continued to be vi(ilant to maintain compliance with laws legislated and government policy directives
issued at both national and county levels. The internal legal compliance environment has continuously been evaluated in order to
miti(ate against any legal exposure in a timely manner.

The Company will continue to explore options available to ensure that operational disputes are minimised and that alternative dispute
resolution mechanisms are embraced as a way of resolving most of the current and future litigations while ensuring that the interests of
all parties and stakeholders are fairly taken into account.

INFORMANON AND COMMUNICANON IECHNOLOGY

The Company has used Sun System version 4.25 as its main financials system without any upgrade since 1999. During the year under
review, the Company upgraded its Sun system to version 6.4 which invotved improvement of existing modules and introduction of new

ones. These included purchasing module, inventory module, sales module and fixed assets module and involved si(nificant
computerization/automation of erstwhile manual processes.

Going fonivard, emphasis will be to finalize implementation of pending system or process improvements and better our return on

investment (R0l) with benefits realization management by building user capacity and drivlng utilization of the lCTs in order to realise
and sustain competitive advantage.

APPRECIAIION

0n behalf of Management and staff, I wish to express my gratitude to all our stakeholders for their valued support over the period. Key

among them are cane farmers who have stood wlth us during these difficult times and have now redoubled their efforts ln cane farming.
I also wish to thank our sugar customers, materials suppliers and seruice providers, the Sugar Dlrectorate and Ministry of Agriculture,
Livestock and Cooperatives for their continued support. I take this oppoftunity to sincerely express my appreciation to the Board for
their valued guidance and oversight during the financial year under review. Finally, I thank the management and staff for their hard

commitment to the Company.

Ag. MAITtAGtNc DTRECIOR
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CORPO RAIE GOVERIIAN C E STAIEMS{T

Corporate Governance is a key element contributing to Chemelil Sugar Company Limited Business success and sustenance' To this

end, the company has implemented the Mwongozo Code of Governance as the Corporate Governance blue print for State Ccrporations.

Ihe Boad of Dlmctors

Chemelil Sugar Company's Board of Directors provide strategic direction to the Company through oversight, review and guidance as

well as setting the strategic and policy direction for the realization of the overall Company's strateSic objectives.

The Board is comprised of independent, non-executive Directors, including the Chalrman. The Directors are tiven appropriate and

timely information so that they can maintain full and effective control over all strategic, financlal, operational and compliance issues of

the Company. Ail the non-executive Directors on the Board are independent of management and free from any business or other

relationship which could materially compromise the exercise of their independence.

The Board offers oversight and review matters related to their duties including the Company's strategy, financial performance,

corporate governance, ensuring sound maintenance of internal control systems and risk management.

Board Meetlngr

The Board of Directors meet quarterly in accordance with Board schedules as stipulated in the Mwongozo Code of Governance, in order

to monitorthe Company's planned itrategy and review of the financial performance. Specific reviews of management performance,

operational issues and iuture planning are also undertaken. The Board has a calendar for meetings and matters reserved for it. The

directors receive appropriate and timely reports to facilitate informed deliberations and decision making.

Board Commtttees

The Board has three standing committees with specific delegated authorities and terms of reference. These are Audit Committee,

Flnance and Human Resource Commlftee and Strategy and Technical Committee. The Board Committees meet at least once on

quarterly basls. Ihe respective committee Chairpersoni present their reports to the full Board at the quarterly meetings. The details of

these committees and their membership are highlighted below; -

1. AudltCommlttee

Memben

Mr. Jacob Mananda Chairman
Mr. Kennedy 0dhiambo
Ms. Jacqueline Kiio
Mr. Gabriel Nyangweso Managing Director (A$

Role and Functlons

The Committee meets quarterly or as maybe necessary. tt's responsibilities lnclude; the review of interim and full year financial

statements so as to ensure compliance with accounting standards and other disclosure requirements; the maintenance of the

Company's system of accounting and internal controls; liaison with the external auditors of the Company and putting into effect

their recommendations. The external auditors, intemal auditors and the Company management may be called to attend any

meetings of the Committee to clarify any issue as required by the Committee.

2. Human Resource and Flnanco Commlttee

Membels

Ms. Christine Atieno
Mr. Kennedy 0dhiambo
Mr. Davld 0siany
Mr. Mohammed Bulle
Mr. Gabriel Nyangweso

Chairman

Managing Director (Ag)
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MAT{AGEM RII D ISCUSSION AI{D A}I'IIYSIS

Operatlonal and Flnanclal Peformanco

The Company retumed a net loss before tax of Kshs. 549 million basically because of inefficlencies of the factorywhich had run for Z
years without any major maintenance Neveftheless, this was a better performance compared to the previous year ln which the
Company posted a restated net loss of Kshs.694 million. Despite the inefficient conditlon of the factory, the Company,s improved
financialperformance duringthe year2020/2021was underplnned by highervolume of cane milled and the continuous 12-month
long period of production.

Cane availability improved in 2020/2021because a lot had been conserued during the 12 months of 2019 that Chemelil Sugar
factory went without milling and the long rains of the years 2019 and 2020 supported cane growth. Ihis is why cane supply was 3.4
times the previous year and highest in 7 years. Secondly, unlike the previous 7 years when lack of cane forced the Company out of
milling operations for between 5-7 months of each financial year, operations tvere sustained in all the 12 months of lhe 2020/202I
FY. The longer run created a positive effect on factory operating efficiency thus attaining a better conversion ratio of 14.75 (2020-
15.94) tons of cane per ton of sugar.

0perations were also suppofted by stringent cashflow management. Accurate cane weighment and consistent weekly payments that
ensured a credit period of only 2-3 weeks motivated farmers to prefer Chemelil Sugar as the destination for thelr cane. The Company
also negotiated supply and payment schedules with most key suppliers and creditors which ensured that their gutstanding accounts
were settled in bits alongside new deliveries.

As a direct consequence of February 2021 mini maintenance that preceded resumption of milling operations, the first and second
quarters exhibited good production performance. Milling efficiency was optimised till it peaked at a conversion ratio of 12.73 in
September 2021. Factory breakdowns set in during the third and fourth quarters leading to loss of production time and reduced sugar
recovery with conversion ratio deteriorated to 19.26 in May 2021.

Key Pmf ects or lnvesffiionb Dedslons

One of the key projects during the year was othe sun system upgrade project" in which the Company upgraded its main financial
accounting system from sun system version 4.25 to version 6.4. The project involved computerization of key processes tike pu rchasing,
inventory management, sales order fulfilment and fixed assets register. Ihe project impacted on accounting procedures, transaction
coding and reports generation.

The other project during the year was extension of the solar powered borehole water supply system for Chemelil Academy for access by
the local community. This project was necessary as a CSR opportunity to impact the society direcfly.

Compllance wlth StaEtory Requlrcments

As an lS0 ceftified Company, compliance with statutory and regulatory requirements form part of our routine concerns forwhich regular
management vigilance applies. These include but not limited to annual manufacturing license, business licenses, occupational safety
requirements, envilonmental compliance and statutory taxes. ln exceptional circumstances where the Company falls behind in
statutory payments, the Company engages actively with the relevant authority with the aim of establishing the most effective remedial
arrangement that is acceptable within the regulator's legal provisions.

The existing statutory obligations in which payments have fallen in anears include the following:

lnsttuUon/Descrlpton
Tax payable to KRA

National social security fund
National hospital insurance fund
Pension contributions
Cess payable to Kisumu and Nandi counties
Total

PdnclpalAmount ln anears (Khs.M)
2,234

19

27
133

54

2.467

Comment
Settling at Kshs.20m monthly
Settling at Kshs.O.8m monthly
Settling at Kshs 0.8m monthly
Suspended further deductions
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Role and Funcdon

The Human Resources and Flnance Committee meets quarterly and ls mandated to review financlal performance and human

resource policies of the company on a regular basis. lt also makes suitable recommendations to the Board on execuUve

management appolntments among other lssues.

3. StsategandTednlcal Commlttoo

Memben

Mr. Davld Osiany

Mr. Richard Aiyabei

Ms. Christine Atieno

Ms. Jacqueline Kiio

Mr. Jacob Mananda

Mr. GabrielNyangweso

Chalrman

Managing Dlrector (A$

Role and funcdon

The committee meets on need basis to review the operational and strategic issues such as cost management, diversification and

information technology needs of the company and make recommendations to the Board on sultable long-term strategies forthe

company.

The Board appolnts other committees as and when requlred. During the year under review no Board or Board Committee meetings

were held.

GommunlcaUon wlth Shamholders

Ihe Company ls committed to ensuring that shareholders and stakeholders are provided with full and tlmely information about its

performance. This is usually done through the distdbutlon of the Company's Quarterly and Annual RepoG to the National freasury,
partiament and Parent Minlstry on quafterly and yearly basis. ln this regard, the Company complies with its obligations on good

corporate governance practices as contalned in Mwongozo Code of Corporate Governance.

Board Evaluatlon and Perfunnancs

The Board conducts an annual evaluation to assess its effectiveness in discharging lts mandate. The process entails self-evaluation for

each director, evaluatlon of the Chairman of the Board on the overall Board interactlons and conduct of business and the Chlef

Executive Qfficer. This is facilitated by State Corporations Advisory Committee (SCAC).

Oonfllctof lntsrcst

All Directors are required to inform the Board of any conflicts or potential conflict of interest they may have in relation to pafticular

items of the business, in which case they are required to absent themselves from the dellberations and decisions on those matters,

unless resolved that they remain.

Mwongoa Code of Govomanco

The Company has lmptemented the Mwongozo Code of Governance for State Gorporations which was issued by the Presidency. The

Company has re-aligned lts Code of Conduct to the Leadership and lntegri$ Acl20L2. All the Directors, management and employees

are requlred to uphold.

Rlsk Management RePoft

Secuon 3.2 (a) of the Mwongozo code of conduct requires that the Board ensure the development of a policy on Risk Management. ln

compllance therefore, the Company ls developlng the Enterprise Risk Management Framework and the Risk Reglster.

Management is accountable to the Company for designing, implementing and monitoring the process of risk management and

integrating it into the day to-day activities while the Board wlll be responslble for the adoptlon or upgrading of the rlsk management

plan. Risk management is the primary responsibiliU of line management.

I
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Milor Rtrlc faclng tlro Company

Ihe major rlsks faclng the Company are tabulated in the table below:

:

i.

No Rlsk Llkellhood lmpact Rlsk

ratlng

Rlsk Response

I Sugarcane shortage 5 5 25 Ilmely cane payments, NE cane da/elopment

2. Factory breakdown 5 4 20 Strato[lc on-the-run malntenance

3. Solvency/detrlmental crcdlbr actlons 3 5 15 Stateglc enra{omenB. payment schedules

4. Adverue ma*et prlce fluctuatlon 5 2 10 3U and ravlervs

5. lndustlal Instrbllltv 3 4 12 JlCAttlUa0on

,1

1

;
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OORPORAIE s0cutL REsP0NslB[.[Y SIAIEIT.tE{r/susTfl NAB[.rry REpoRnNc

The Company appreciates the lmportance of the community and the environment within which it operates and recognises that by
managing and improving the social, envlronmental and economic lmpacts of its day-to-day operations, there is opportunity to increase
public confidence and satisfaction, reduce/prevent negative impacts on the environment. Accordingly, the Company takes deliberate
measures to serve the community and uplift their standard of living. The buslness model strives to ensure that the retunr on investment
is shared with stakeholders to the possible extent.
ln lhe 2A20/2021 Financial Year, the Company undertook various Corporate Social Responsibiliry (CSR) programs by offering the
following:

. Sponsorshipofschools

. Hosting and making donations to schools, orphanages and churches,

. Supporting community projects
o Donation of tree seedlings for environmental conservation

Health
The health of the community and farmers within chemelilsugarzone is a matterof crucial importance to CSCL. The Company has
engaged staff and the community in a number of acUvitles that will work towards a healthy population. The Company has nurtu red a
working partnership with local NG0s, CB0s and staff to help the community cope with health-related challenges.

As part of its Corporate Social Responsibillty program, the Company operates a Health Centre that provides health care seNices,
preventive health campaigns and health education and screenlng facitities to employees and the local community. The health facility
extends lts services to the surrounding communig through provision of health serylces such as:-

r Conrprehensive Care Centre (CCC)
o Voluntary Mate Circumcision (VMC)
o MaternalChild Health Care (MCH)
o Family planning (Fp)
o Consultatlon
o Referral
. Nursing care
r Laboratory Diagnosis
. Drug dispensing
r Prevention and Management of HIV/AIDS

Educaflon
Educatlon continues to be a vital component of the lifellne of the community in which CSCL operates. Ihe Company has an elaborate
school educatlon programme with an annual budget of approxlmately Kshs.70 million.

The Company runs tu,o schools (Chemelil Sugar Academy and Sugar Prlmary School) and hosts two other public primary schools
(Factory and Chemelil B1 Primary School). Dudng the year under review, the Company contributed materials towards construction of
one mole classroom ln Chemellt 81 pdmary school. The additlonal classroom reduced overcrowding whlch improves quality of
educatlon as well as lncrease accessibility to educaflon.

Sports
The Company sponsors a Football Club which partlcipated ln the natlonal Kenyan Premier League (KPL) untll August 2020 when lt was
relegated. The Club supports local talent and provides sportlng entertalnment both at national and grassroot level. The Company also
runs a stadium which ls avallable on request for local schools for thelr sporting activlties and events.

Watsr and sanlta0on

Ihe Company supplles clean water for domestlc use to the housing estates where its staff and other tenants live. Life would be
unbearable in the living quarterc lf there was no rellable water supply. Baslcally, the Company harvests underground by use of
boreholes which is pumped to overhead tanks for distrlbution to the estate.

Durlng the year under revlew, the Company extended a solar powered borehole water supply system lnstalled at Chemelil Academy tp
the local community.Ihls an opportunlty to lmpact on the soclety trrough CSR.
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STAIEMENT OF DIRESTORS' RESPONSTBT[MES

The Companies Act (Cap. 486), Section 81 of the Public Finance Management Act,20!2 and (section 14 of the State corporations Ac.
require the directors to prepare financial statements which give a true and fair view of the state of affairs of the company as at the end of
the financial year and of the operating results for that year. lt also requires the directors to ensure the Company maintains proper
accounting records which disclose, with reasonable accuracy, the financial position of the company. They are also responsible for
safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the Company's financial statements, which give a true and fair view
of the state of affairs of the Company for and as at the end of the financial year ended on June 30,2O2L.This responsibility includes: (i)
maintaining adequate financiat management anangements and ensurin( that these continue to be effective thiougtroutihe reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial position of the
entity; (iii) desigring, implementing and maintaining intemal controls relevant to the preparation and fair presentation of the financial
statements, and ensurin( that they are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of
the Company; (v) selecting and applying appropriate accounting policies; and (vi) making accounting estimates that are reasonable in
the circumstances.

The directors accept responsibility forthe annual financial statements, which have been prepared using appropriate accounting policies
supported by reasonable and prudent judgements and estimates, consistent with previous years and in conformity with'lnteiriational
Financial Reporting Standards and the requirements of the Kenyan Companies Act (Cap 486). The directors are of the opinion that the
financial statements give a ttue and fair view of the state of the financial affairs of the company and of its operating results for the year
then ended. The directors fufther confirm the accuracy and completeness of the accounting records maintained by the company which
have been relied upon in the preparation of the financial statements, as well as on the adequacy of the system of internal controls.

The Directors accept responsibili$ for the Company's annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with lnternational Financial
Reporting Standards (IFRS), and in the manner required by the Kenyan Companies Act (Cap 486), the pFM Act, 2012 and the State
Corporations Act. The Directors are of the opinion that the Company's annual financial statements give a true and fair view of the
Company's transactions during the financial year ended June 30, 202L, and of the Company's financial position as at that date. The
Directors fufther confirm the completeness of the accounting records maintained for the Company, which have been relied upon in the
preparation of the Company's annual financial statements as well as the adequacy of the systems of internal financial control.

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

Approved by the board of directors on .................3.(....,...[.].= ... 2o2land signed on its behatf by:

DIRECTOR
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REPORTOFIHE DIRESTORS

The Directors submit their report together with the audited ftnancial statements for the year ended June 30, 2021 which show the state

of the Company's affalrs.

Pdndpal acdvl0es

The principal activities of the company contlnue to be manufacturing and marketing of sugar and co-products from sugarcane and

establishment of sugarcane plantations.

Results

The results of the entity for the year ended June 30, 2O2I are set out on page 1. Below is summary of the profit or loss made during the

year.

2021
lGhs

Rostatod
2020
lGhs

Loss before tax
Tax

Loss forthe year

(549,280,5771 (694,566,050)

(549,280,57n (694,566,050)

DMdends

Ihe dlrectors do not recommend the dectaration of a dlvidend for the year 2021 (2020 Shs'Nil).

Dlmstona

The members of the Board of Directors who seryed during the year are shown on page 1.

lndependentAudlbrs

The Audltor Generat is responslbte for the statutory audlt of the Company in accordance with Artlcle 229 of the Constltutlon of Kenya

and the Public Audit Act 2015.

ByOrderof tro Boad

CHAIRM'IN

...... -?J...::,. !.L=..zozt
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OFFTCE OF THE AUDITOR-GENERAL

En han c ing Ac c ototabi lity

HEADqUARTERS

Anniversary Towers

fulonrovia Street
P.O. Box loo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON CHEMELIL SUGAR COMPANY LIMITED
FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

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

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its interna! controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Chemelil Sugar Company
Limited set out on pages 1 lo 41, which comprise of the statement of financial position as

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2021



at 30 June, 2021 , statement of comprehensive income, statement of changes in equity,
statement of cash flows and statement of comparison of budget and actuat amounts for
the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions oi Articte 2Zg of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. t have obtained all
the information and explanations which, to the best of my knowledge and betief, were
necessary for the purpose of the audit.

!! ,y opinion, except for the effect of the matters described in the Basis for eualified
Opinion section of my report, the financiat statements present fairly, in all mate1al
respects, the financial position of the Chemelil Sugar Company Limited as at
30 June, 2021, a1d of its financial performance and its cash flows roi tne year then ended,
in accordance with lnternationat Financia! Reporting Standards and 

-comply 
with the

Public Finance Management Act, 2012 and the compinies Act, 201s.

Basis for Qualified Opinion

1- Failure to disclose Material Uncertainty Retated to Going Concern

The statement of comprehensive income indicates that during the year under review, the
Company incurred an operating loss of Kshs.S49,280,557 w-nicn iaised its accumutated
losses from Kshs .7 ,719,520 at the close of the previous year to Kshs.Kshs.B,2gS,gSS,3gg
as at 30 June, 2021. The current liabilities totalled to Kshs.5,580,303,576 against cuirent
assets balance of Kshs.549,397,068 resulting to a negative workin-g capital of
Kshs.5,030,906,508.

This material uncertainty in retation to going concern and mitigating measures to reverse
the undesirable precarious financiat fosition have not been disdlosed in the financiat
statements.

Therefore, the Company is technically insolvent and its continued operation as a going
concern is dependent on the financial support from the Government and creditors.

2. Unreconciled Variances between the Financiat Statements and the Ledger

Review of the financial statements for the year ended 30 June, ZOZ1r reflected
comparative balances which differs with the audited batances for the financial year
2019t2020.

Further, the balances for various account items differs with the ledger balances provided
for audit.

ln the circumstances, the accuracy and completeness of the amounts and balances
reflected in the financial statements could not be confirmed.

Chemelil Sugar CompanyReport ofthe Auditor-General on
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3. Property, Plant and Equipment Unsupported Depreciation

The statement of comprehensive income reflects administration expenses amount of
Kshs.502,885,881 which, as disclosed in Note 13(a) to the financial statements, includes
depreciation amount of Kshs.38,308,693. However, Note 19 to the financial statements
on property, plant and equipment schedule reflects an amount of Kshs.154,804,063
resulting to unexplained variance of Kshs.116,495,370.

ln the circumstances, the accuracy and completeness of the depreciation charge of
Kshs.38,308,693 could not be confirmed.

4. Unsupported Bad and Doubtful Debts

The statement of comprehensive income reflects administrative costs of
Kshs.502,885,881 which, as disclosed in Note 13(a) to the financial statements, includes
bad and doubtful debts amount of Kshs.21,017,688. Although Management explained the
amount to be provisions made against long outstanding debtors whose collectability was
considered doubtful, no ageing analyses indicating the details of the long outstanding
debtors and the corresponding provisions for doubtful debts were provided for audit
review.

ln the circumstances, the accuracy and completeness of the bad and doubtful debts
amount of Kshs.21,017,688 could not be confirmed.

5. Unsupported Adjustments of Revenue

The statement of comprehensive income reflects revenue amount of Kshs.2,214,173,235
as disclosed in Note 6 to the financialstatements. However, the schedules supporting the
revenue included adjustments amounting to Kshs.19,918,870 which have not been
supported with approved journal vouchers.

ln the circumstances, the accuracy and completeness of revenue amounting to
Kshs.2,14,173,235 could not be confirmed.

6. Omission of Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.5,165,953,325 which, as disclosed in Note 19 to the financial statements, includes
additions during the year amount of Kshs.37,536,098. However, review of documents
relating to assets acquired during the year revealed that assets worth Kshs.6,310,429
were omitted from the property plant and equipment schedule and thereby understating
the value of the assets.

ln the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.37,536,098 could not be confirmed.

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 202 I
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7. Non-disclosure of lntangible Assets

The statement of financial position reflects a balance of Kshs.5,165,953,325 in respect of
property, plant and equipment as disclosed in Note 19 to the financial statements. lt was
noted that the company contracted a local company for an upgrade of the Enterprise
Resource Planning (ERP) System at a total cost of Kshs. 4,439,608. However, the
software upgrade expenses, and the related amortization costs were not reported in the
financial statements as required under paragraph 118 of the lnternational Accounting
Standards (lAS) 38.

ln the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.5,165,953,325 could not be confirmed.

8. UnsupportedBalances

8.1 Cane Development Loans

The statement of financial position as disclosed in Note 23 (d) to the financial statements
reflects a balance of Kshs.429,249,319 in respect of cane development loans to farmers.
However, the supporting schedules provided for audit reflected a balance of
Kshs.433,330,703 resulting to unexplained variance of Kshs.4,273,799.

ln the circumstances, the accuracy and completeness of cane development toans to
farmers balance of Kshs.429,249,319 could not be confirmed.

8.2 Tax Recoverable

As disclosed in Note 24 to the financial statements, the statement of financial position
reflects a balance of Kshs.15,183,641 in respect of tax recoverable which includes
instalment tax paid, withholding tax on interest income and advance tax on commercial
vehicles. However, the supporting documents or analysis for the balances were not
provided for audit review.

ln the circumstances, the accuracy and completeness of tax recoverabte balances of
Kshs.15,183,641 could not be confirmed.

9. lrregular Offsetting of Bank Balances

The statement of financial position reflects an overdraft bank balance of Kshs.52,638,719
which, as disclosed in Note 26 to the financial statements, includes a negative bank
balance of Kshs.53,632,583. Management attributed the aggregated negative cash and
bank balance to an overdraft of Kshs.85 ,161,657 in KCB Kisumu Project 2 account as
reflected in Note 26(a) to the financial statements. This treatment is contrary to Paragraph
32 of IFRS 1 which states that an entity shall not offset assets and liabilities or income
and expenses, unless required or permitted by an IFRS.

on Chemelil Sugar Company Limitedfor the year ended 30 June, 2021Report of the Auditor-General
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For the vear ended June 30, 2A2l

SIAIE,IRITOF COMPREIE{SI'E INCOME MRIHEIEAR E{DE) 3O.,UI{E2021

REI'EIIUEI
Revenue

Cost ofsales

GrosspmtlY0oss)

Fairvalue galn on biologlcal assets

6
7

2,2t4,L73,235
2,217,841,994

F,66g,699)

38,569,783

519,630
12,803,416
(6,L74,7751

10,442,772
502,895,991

78,000,260

545,542,979
930,091,546

(384,538,66A

90,790,795

74,547,t79
3,015,723

10,100,405
(2,135,094)

8,967,299
440,181,335

37,L91,750

(6s.65)

(6s.65)

8

OT}IERINCOME

Grants from the NatlonalGovemment
lnterest lncome
Other lncome
0therga!nsl(osses)

Total

OPMANilGE(PETISES
Selling and distributlon expenses

Admlnlstratlve expenses

Finance Costs

Total

PRorrr/0oss) BmRE T/uAnoil

IIiIOOME TAX EOEiISVGRE,II)

PRoHr/Goss) AFrR TAXATToI{

OIHER COMPREI E{SIT'E INCOME

Falr value through comprehenslve lncome

Surplus ot deflcit on revaluatlon of PPE

IOIAT GIMPREIE{SII'E INCOME FOR IHE YEIIR

Earnlng/(Loss) per share - baslc and diluted

Total Comprehensive Earning/(Loss) per share - basic and diluted

Dividend pershare

71147,212 85,522,21?

9

10
1.L

tt

72
13

t4

15

16

591,329,913 4S0,340,3S3

(549180,557' (69456S,052)

(549,280,557) (694566,052)

(549280,55A (6!14566,052)

17

77

18

(51.e2)

(s1.s2)

' ii:l::i ii::;f:1iLt.,i /,)ttli\

,,<.t ii ;

IJI!I
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Chemelil Sugar Company Ltd

Annual Reports and Financial Statements
For the year ended June 30,2019

STAIEJIB|IOF

ASSEITI

NonGmurtAssob

Propefi plant and equlpment
lntanglble assets
Biolo$calAssets

Staffreceivables due after one year

TotalNon-GumntAssets
CumntAssets
tnventorles
Trade and other leceivables
Tax recoverable
Bank and cash balances

Total GunontAssets

IOT/ttASSEXS

EQUIIYAIID IIABIIMES
GaplblandReserce
Ordlnaryshare caplta!
Revaluatlon reserye

Retalned eamlngs
Gapltaland Resoms

NonfimrtUablllfles
Borowlngs
Defered tax liablll$

Total Non{uront Uabllltes

CumntUabllltes
Bonowlngs
Defened lncome

Trade and other payables

Retirement benefl t obligatlons
Provlsion for leave pay

Divldends payable

TotalGrrent Uabllldes

POSMOilASATSOJUIIE

(

19
20
2t

23(c)

22
23(al
24
26

5,165,953,325
0

41,747,720

0

5,207,701,W

255,519,621
331,332,526

15,183,641
(52,638,719)

5,757,09&113

5,299,399,102
0

100,399,039

0

5389,777,141

200,595,371
214,613,369

15,193,641
t2,a62,510

442,444,999

6,&,,2,24@t

21L,59t,620
4,6L4,544,226

17,746,674,941)
(2,920,539,995)

3,569,613,931
)fix

3,569,613,E:[

t4,129,694
99,992,409

4,796,031,990
242,492,329

27,922,109
g,699,7g7

5,194,147,196

549,397,069

=EEE-EE=-EE EEE=E==-==E

27
28
29

2!1,59L,620
4,614,544,226

(8,295,955,399)
(3,469,819,553)

31
36

3,646,614,091
r0(

3,646,614,091

0
124,549,3L2

5,219,183,006
206,142,460
20,729,Ott
9,699,787

5,580,303,576

31
32
33
34
35
36

IOTAT EQU]IY AITD IIABil.M ES 5,757,098,113 5,832,2U2,032

The financiatstatements wele approved bythe Board o, ? ( .- I l- -zozfl.olgr.a - lts behalf by: 
===========

Dlrector Genon V C.LO / M.D Head of Hnance

n^,,Cyd,Ni4 nrr.,6l$ft,u
ACGAM/N0:
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Chemelll Sugar Gompany Umlted

Annual RepolG and Flnandal Statements
For the year ended June 3 O, 2A2l

STAIE' E{T OF CASH FIOWS H}R IHE YEAR E{DE, 3O,,U NE 202 1

CASH FIOWS TROM OPMANilG AGIMIIES

Cash generabd from/(used ln) opetaflons

lnterest recefued
lnterest paid
Dividends pald

TaxaUon pald

Not cash gonorabd ftom/(used ln) opordngadvltes

CASH FII'II'S FROM II{I'ESNNG ACIMNES

Purchase of propefi plant and equipment
Proceeds from dlsposal of propefi, plant and equlpment

Purchase of lntanEible assets

Net cash lenerabd fiom/@sed ln) lnvosdng ac6ilUes

CASH FIOIYS FROM FII{/INOTIG ACIMNES

Proceeds from bonowings
Repayment of bonowlngs

Net cash generabd tom/(used ln) flnanclng adlvlUes

rilc8E/tsvprcREAsq N CASH AI{D CISH mUUAISIIS

cnsH AI{D CASH EQUIVAE{rS AT BEGINNING OFIEAR
i

CASH A}ID CASH EQUIVAT"E{IS AT E{D OFIHE YEAR

3(a) (13,038,444

37(d)
37(d)
37(e)

24

(13,036,440

(37,536,098)
0
0

31
31

(a4,701,a291

12,082,510

0

37O F2,6:18,719)

(19,541,386)

0
(14,128,684) 114,982,2231

(14,128,A841 $4,94,223)

0
0
0
0

0
(563,488)

19,954,299

19817,757

(19,541,366)

0
0

(15,189821)

27,231,80

'o
12,062,510

0
0

T
19

20

(97"530,098)

0
T
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Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2A2l

NOTES TO IIIE FINANCIfl. STAIEUENTS

T. GRIERAIINFORMANON

Chemelil Su$ar Company is established by and derives its authority and accountability from Corporations Act and Companies Ar
(Cap 486). The Company is wholly owned by the Government of Kenya and is domiciled in Kenya. The entity's principal activities ar
manufacture and marketing of sugar from sugarcane and establishment of su(arcane plantations.

For Kenyan Companies Act reportinS purposes, the balance sheet is represented by the statement of financial position and the prol
and loss account by the statement of profit or loss and other comprehensive income in these financial statements

2, STAIEJ|EIT OFCOMPUAIICEAND BASIS OF PREPARAIION

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued amounts of certai..
items of property, plant and equipment, marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value. Ihe preparation of financial statement
in conformity with lnternational Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. lt also require
management to exercise judgement in the process of applying the entig's accounting policies. Ihe areas involving a higher degree of
ludgement or complexity, or where assumptions and estimates are significant to the financial statements, are disclosed in Note 5.

The financial statements have been prepared and presented in Kenya Shillings, which is the functional and reporting cunency of th
Company.

The financial statements have been prepared ln accordance with the PFM Act, the State Corporations Act and lnternational Financia
Reporting Standards (IFRS). The accounting policies adopted have been consistently applied to all the years presented.

3. APPUCAn0N 0F NEWAND REVTSED INTERNATTONAL FrNAilCtAr REPORnNG STANDARDS 0FRS)

l) Relevant nsw standards and amendmonts b publtshed standads efrec{ve furthe year ended 30 June 2021

Amendnenb tu IRS 18 ttsd 'huld-79-Relabd Rent Coneslons beyond l0lane 2027' (Issacd ln Madt 2020)

The amendments, appllcable to annual periods beginning on or after I April 2021, that extends, by one year, the May 202(
amendment that provldes lessees with an exemption from assessing whether a COVID-19+elated rent concession is a lease
modification.

Amendmenb b IRS g AS 39 llTS 4 and IRS 10 ililed "lntenst Rate Eenilmark Refom - Phase 2'(lssud ln Augtts
2020)

The amendments, applicable to annual periods beginning on orafter l January 2021, with amendments thataddress issues
that might affect financial reporting after the reform of an interest rate benchmark, lncluding its replacement with alternative
benchmark rates.

I
I
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'Annual Reports and Financial Statements
Forthe r ended June 3 202L

NOIES T0 IHE FlNAllClAt SIAIEIIIEIfiS (ConUnued)

3. APPIICAIION 0F NEWAND Rn ISED II{IERNATI0NAL FINANCIAL REP0RTING SIANDARDS 0FRS) (Gontlnued)

lD New and amended standads and lnterpretatlons ln lssue but notyet effectlvo ln the year ended 30 June202l

Amendmenb to US I tild Claslflcailon of Uabllliles as Camnt or llon-cunent (lssued ln lan 280)lhe amendments,

applicable to annual periods beginning on or after 1 January 2023,' providing a more general approach to the classification of
liabilities under IAS 1 based on the contractual arrangements in place at the reporting date.

Amendmenb to A$ 2 tfld 'Oefened lax rclatod b Asseb and UabllMes ailsln( fmn a Slngle fiansctlon (ssued ln May
2021)The amendments, applicable to annual periods beginning on or after 1 January 2023, 'that clarify how companies
account for deferred tax on transactions such as leases and decommlssionlng obligations.

Anendmenb b llTS 17 Wd 'Anendmenb b IRE 17' (lssud ln lune 2020)The amendments, applicable to annuat periods

beginning on or after l January 2023,'to address concerns and implementation challenges thatwere identilied after IFRS 17

' lnsurance Contracts'.

/lnendneab b AS I Wd 'Dlsdasun of Awunflnd Polldes' (Issued ln Rbruery 2021) Ihe amendments, applicable to
annual periods beginning on or after L January 2023, 'with amendments that are intended to help preparers ln deciding which

accountlng policies to disclose ln their financial statements '.

Amendmen& b AS I ililed 'Dellnlilon of Awanilry EsdmaB'(Ixaed ln ftbmaryZEl) The amendments, applicable to
annual periods beglnning on or after 1 January 2023, 'lo help entities to dlstlnguish between accounting policles and

accounting estimates,

Amendmenb b IRS 17 Wed "lttsgnn@ Conhace' (ssaed ln May2017) The amendments, applicable to annual periods

beglnnlng on or after t )anuary 2023.

AmeodmenbblAs l?tiled "PmNtV, PlantandEqalpnent-PrMsbefonlnfrnddUs'(kucdln fttuaary2O2O)The
amendments, applicable to annual periods beginnlng on or after 1 January 2022,'rcEarding proceeds from selling ltems
produced while bringing an asset lnto the location and condition necessary for it to be capable of operatlng in the manner

lntended by management'.

Annual lmpmwmenb qda tted 'Annaal lmpmrcnenb b IRS S'bndads 2018-2020' (suad ln May 2020) The

amendments, applicable to annua! periods beginning on or after l January 2022.The pronouncement contalns amendments to
four lntematlonal Financlal Reportlng Standards (lFRSs) as result of the IASB's annual lmprovements proJect.

Anendnenb b AS 37 frted ,,Onemas @nfra6 - Cost of frtllllllnt a Conbact (Isued ln May2020) Ihe amendments,
applicable to annual periods beglnning on or after 1 January 2022, amendlng the standard regarding costs a company should

lnclude as the cost of fulfilling a contract when assessing whether a contract is onerous '.

Amendmenb b ffnS g tfled ' Refenne to fie @nuptuat Fnnawl( (Isaed ln May2t2D)The amendments, apptlcable to
annual periods beginning on or after l January 2022,with amendments to IFRS 3'Business Comblnations' that update an

outdated reference in IFRS 3 without significantly changing its requirements '.

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

8
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Chemelil Sugar Company Limited

Annual Reports and Financial Statements
Forthe ended June 202t

Itl0IES T0 IHE FINAllClAt SIAIEIE{rS (Contlnued)

3. APPL|CATI0N 0F NEW AND REI'ISED |NIERI{AT|oNAL FINANCIAL REPoRTING STANDARDS 0FRS) (Contlnued)

lmpact of standads and lntepntatlon:

Ihe directors anticipate that the adoption of new Standards, Amendments and Interpretations resulting from the lnternational

Accounting Standards Board (IASB)'s improvements to IFRS listed above will have no material lmpact on the financial

statements of the company and will be adopted as need arises according to the existing policies and strategies. The IASB's

annual improvements process deals with non-urgent, minor amendments to standards.

llD EafiadopUonof$andads
Ihe entity did not early - adopt any new or amended standards lnyear 2027.

4. SUMMARY OF SIGNIFICAITIT ACCOUNNNG POTICIES

The princlple accounting policies adopted in the preparation of these financial statements are set out below:

a) Rovenue rucogntton
Revenue ls recognlsed to the extent that it is probable that future economlc benefits wlll flow to the Company and the revenue

can be rellably measured. Revenue ls recognised at the falr value of conslderation received or expected to be received in the

ordinary course of the Conpanybactivities, net of value-added tax (VAT), where appllcable, and when speclfic crlterla have been

met for each of the Company 3 activities as descrlbed below.

Rwenue fiom the sale d goods and sorulces ls recognlsed ln the year ln which the Company del1ers products to the

customer, the customer has accepted the products and collectabllity ofthe related recelvables ls reasonably assured.

Gnar6 fiom Ndonat Gowmment are reco(nised in the year ln which the Company actually receives such grants.

Recurent grants are recognized in the statement of comprehensive income. Development/capltal grants are recoSnized

ln the statement of financlal posltlon and realised ln the statement of comprehenslve lncome over the useful llfe of the

asseb that has been acqulred uslng such funds.

ii| Flnano lncome comprises interesleceivabte from bank deposits and loans given to farmers for sugarcane development

and is recognised In profit or loss on a time proportion basis using the effective lnterest rate method.

lv) Rentot tncome is recognised ln the lncome statement as it accrues uslng the effective lease/tenancy agreements.

v) 0therlncome is recognised as it accrues.

b) ln-ldnd confibutlons

ln-kind contributions are donatlons that are made to the Company ln the form of actual goods andlor seruices rather than lr

money or cash terms. These donations may include vehlcles, equipment or personnel services. Where the financlal value

received for ln-kind contrlbutions can be reliably determlned, the Company includes such value in the statement ol

comprehenslve lncome both as revenue and as an expense ln equal and opposite amounts; othenvise, the contribution ls nol

recorded.

|)

ti)
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Chemelll Sugar Company llmlted
' 

Annual Reporband Flnanclal Statements
For the year ended June 30, 202 1

IIOIES T0 ItlE FlNrll{CUU. SffiEllE{lli (GonUnued}

4. SUMMARY OF SIGNIFICAI{IACCOUIflNG P0UCIES (Gonflnued)

c) Propert', plantand equlpment

All categories of property, plant and equipment are initially recorded at cost less accumulated depreciation and impairment
losses. Historical cost comprises expendlture inltlally lncuned to bdng the asset to its location and condltlon for its lntended use.

Subsequent costs are included in the assets carrylng amount or recognlzed as a separate asset as appropriate, onlywhen it is
probable that future economlc benefits assoclated with the ltem wlll flow to the Company and the cost can be rellably measured.

Ihe carrying amount of the replaced part ls derecognlzed. All other repairs and maintenance are recognized In the profit or loss

account in the financial period ln which they are lncuned.

Ceftain categories of propeg, plant and equipment are subsequently carrled at re-valued amounts, belng their fair value at the
date of re-valuation less any subsequent accumulated depreciation and impairment losses. Where re-measurement at re-valued
amounts ls desired, all items in an asset category are re-valued through periodic valuations carried out by independent external
valuers. Anyaccumulateddepreciationatthedateofrevaluationiseliminatedagainstthegrosscarrylngamountoftheasset,and
the net amount is restated to the revalued amount of the asseL

lncreases ln the carrying amounts of assets arising from re-valuation are credlted to other comprehenslve lncome. Decreases

that offset previous lncreases in the carrying amount of the same asset are charged agalnst the revaluatlon reserve account; all
rjther decreases are charged to profit or loss in the income statement.

Each year the difference between depreciation based on the revalued carrying amount of the asset (the depreclatlon charged to the
statement of comprehensive lncome) and depreciatlon based on the asset's ori(inal cost is transfened from the revaluation reserue

to retained eamings.

Galns and losses on disposal of items of property, plant and equipment are determlned by comparlng the proceeds from the

disposal wlth the net carrying amount of the items, and are recognised ln profit or loss in the income statement. 0n dlsposal of
revalued assets, amounts in the revaluation resewe relating to that asset are transferred to retalned eamlngs.

O Deprcclailon and lmpalment of pmperly, plant and equlpment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates mainly to the cost of ongoing
but incomplete works on bulldings and other civil works and installations.
Depreciation on property, plant and equlpment ls recognised in the lncome statement on a straitht-line basis to write down the cost
of each asset or the re-valued amount to its residual value over its estimated useful llfe. Ihe annual rates in use are:

Rats %

i)Bulldlrys and rcads:

Buildings 2.50%
Roads 12.25Yo

It)Plant equlpment and madrlnery
Factory plant and machinery 5.00%

lrrllatlon project 6.67%

Agdculturalimplements 10.00%

Wheeled tractors and cane loaders L2.25%

Crawlingtractors 10.00%

Trailers and caterpillar implements 8.33%

llt)Mobrvehld* and o&er equlpment
Lonies and land rovers

Othervehicles

0ffice machines, fittings and equipment

Household equipment

Office furniture

Computer hardware

16.67y"
20.00o/o

20.00o/o

20.OOo/o

10.00%

25Yo
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4 SU M MARY 0F SIGN IFICANT ACC0Ut{tlt{G P0UCIES (Gontlnued)

The assets' residual values, usefut lives and methods of depreciation are reviewed at each financlal year-end, and adjusted

prospectlvely if appropriate. A full year's depreciation charge is recognised ln the year of asset purchase. No depreciation ls

charged ln the year of asset disposal.

ttems of propefty, plant and equlpment are revlewed annually for lmpalrment. Where the carrylng amount of an asset ls

assessed as greater than lts estimated recoverable amount an lmpairment loss ls recognlsed so that the asset ls written down

immediately to its estim ated recoverable amount.

e) lntanglbteass6

Intanglble assets comprise purchased computer software licences, whlch are capitalised on the basls of costs lncurred to

acqrire and brlng to use the specific software. These costs are amortised over the estlmated useful llfe of the intanglble assets

from the year that they are available for use, usually over three years.

0 Amodsadon and lmpalment of lntanglblo asssts

Amortlsation is calculated on the straight-line basis overthe estimated useful life of computer software of three yean.

All computer software is reviewed annually for lmpairment Where the carrying amount of an intangible asset ls assessed as

greater ihan its estimated recoverable amount, an impairment loss ls recognised so that the asset is written down immodiately

to its estimated recoverable amount.

Assets that have an lndefinlte useful tife are not subJect to amoftisauon and are tested for impairment annually. Assets that ate

subject to amortisation are reviewed for lmpairment whenever events or changes ln circumstances lndlcate that the carrylng

amount may not be recoverable.

An lmpairment toss ls recognized for the amount by which the asset's carrying amount exceeds its tecoverable amount The

recoverable amount is the higher of an asset's fair value less costs to sell and value ln use. For the purposes of assessing

impalrment, assets are grouped at the lowest levels for which there are separately identifiable cashflows (cash-generating

units). Non-financlal assets that suflered an impairment are reviewed for posslble reversal of the impairment at the end of each

reponing petlod.

0 twesfinentpmpel!

Bulldings, or paft of a bullding (freehold or held under a finance lease) and land (freehold or held under an operating lease) held

for long-term rental yields and/ or capital appreciation, and which are not occupled by the entiU, are classified as lnvestment

propefi under non-curent assets'

lnvestment property is canied at fair value, representing open market value determlned periodically by lndependent external

values. Changes in fair values are included in profit or loss in the income statement.

h) Flnance and operaflngleasos

Leases which confer substantially all the risks and rewards of ownershlp to the enti$ are classified as flnance leases. Upon

initial recognition, the leased asset is measured at an amount equal to the lower of lts fair value and the present value ofthe

minimum lease payments, and the asset is subsequently accounted for in accordance with the accounting policy applicable to

that asset.

All other leases are treated as operating leases and the leased assets are recognlsed in the statement offinancial position to

the extent of prepaid lease rentals at the end ofthe year. Payments made under operating leases are recognised in profit or loss

on a stralght-line basis over the term of the lease. Lease incentives received are recognised as an lntegral part of the total lease

expense overthe term ofthe lease.

T
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iI0IES I0 IHE FIMNCIAL STAIEIIE{IS (GonUnue0

SUMMARY OF SIGNIFICANT ACC0UIfiNG POIJCIES (GonUnued)

i) lnvertoiles
lnventories are stated at the lower of cost and net realisable value. The cost of lnventories comprises purchase prlce, impod
duties, transportation and handlng charges, and ls determlned on the moving average prlce method.

Trade and o0rer rccelvables
Trade and other receivables are recognised at falr values less allowances for any uncollectible amounts. These are assessed
for impairment on a continuing basls. An estimate is made of doubtful receivables based on a review of all outstanding
amounts at the year end. Bad debts are written off after all effofts at recovery have been exhausted.

l0 TaxaUon

Cunentlnume bx
Current income tax assets and liabilities for the cunent period are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted, at the repofting date in the area where the Enti$ operates and generates taxable lncome. Current
income tax relating to items recognized directly ln net assets ls recognized ln net assets and not in the statement of financial
performance. Management periodically evaluates posltions taken in the tax returns with respect to situations ln which
applicable tax regulations are subJect to interpretation and establlshes provisions where appropriate.

De{endbx
Deferred tax is provided using the liabillty method on temporary differences between the tax bases of assets and liabilities
and their carrying amounts for financial reportin$ purposes at the repofting date.

Deferred tax liabilities are recognized for alltaxable temporary differences, except in respect of taxable temporary differences
assoclated with investments in controlled entities, associates and interests in joint ventures, when the timing of the reversal

of the temporary dlfferences can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry fonvard of unused tax credits and any
unused tax losses. Deferred tax assets are recognized to the extent that it ls probable that taxable profit will be available
against whlch the deductlble temporary differences, and the carry fonrard 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 ln joint ventures, deferred tax assets are recognlzed only to the extent that it ls probable that the temporary
differences wlll reverse in the foreseeable future and taxable profit will be available against which the temporary differences
can be utilized.

The carrying amount of defened tax assets ls reviewed at each reporting date and reduced to the extent that it ls no longer
probable that sufficient taxable proflt will be available to allow all or part of the deferred tax asset to be utilized.
Unrecognized defened tax assets are re-assessed at each repofting date and are reco$nized 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
realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
repofting date.

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

D Cash and cash equlvalents
Cash and cash equivalents cornprise cash on hand and cash at bank, short-term deposits on call and highly liquid
investments with an original maturity of three months or less, which are readily conveftible 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 various Commercial Banks at the end of the reporting period. 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.

D
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N0IES T0 lHE FINAI{CUI STAIBIE{IS (ConUnue0

4 SUMMARY0FStcNtFtCAI{TACCOUilIlNcPOUC|ES(GonUnued)

m) rormwtngs
lnterest bearing loans and overdrafts are initlally recorded at falr value being received, net of issue costs associated with thebonowing. subsequently, these are measured at amortised cost using the effective lnterest raie mettroo. Amoffsed cost lscalculated by taking into aceount any lssue cost and any discount oi premlum on setuemeniFinance .h;rg;;;1il;;premlums payable of settlement or redemptton are accounted for on accrual basls and ,re aOOea to th. ;t;;;;;;;i ;?the instrument to the extent that they are not seftled tn the period in whlch they arise, toan interest accruing during theconstruction of a project ls capitalised as part ofthe cost ofthe proJect

n) Triade and odrerpayables
Trade and other payables are non-interest bearing and are canied at amortised cost, which ts measured at the fair value ofcontractual value ofthe consideration to be paid in future in respect of goods and seryices rrppli.o, whether oiliea toitreentig or not, less any payments made to the suppllers.

o) Reflrcmentbenelltobllglrfons
The company operates a dellned contribution scheme for all full-tlme employees ln managedal cadre. The scheme isadmlnlstered by an ln-house Board of Trustees and ts funded by contributions.from_botn tne com'pany and its employees. Thecompany also contributes to the statutory National social securi$ Fund (NSSF). This is a oefineo contribution schemeregistered under the National Social Secudty Act. The company's obligation under the sctreme is limited to specificcontributions leglstated from time to time and ls cunently at Kshs.1,700 per employee per month.

p) Pmlslonturstafileavepay
Employees' entltlements to annual leave are recognlsed as they accrue to the employees. A provlslon is made for theestimated liability for annual leave at the reporting date.

q) Echsngorabdtfrrunces
The accountlng records are maintained ln the functional curency of the primary economic environment in which the entigoperates, Kenya Shllllngs- Transactions ln foreign curencies during the year/pedod are transiateo into the functionalcurency, Kenya shillings, using the exchange rates prevaiting at the dates of the transactions or vaiuation where items are re-measured. Any forelgn exchange gains and losses resulting from the settlement of such transactlons ano rlom the transla,onat year-end exchange rates of monetary assets and liabilities denominated in foreign cuhencies are recognised in profit orloss.

r) Budgetlnfumadon

The company'sbudget lortl2020'2o2Twasapproved bythe Ministryof Agriculture Livestock, Fisheries and co-operatives _
State Department of crop Development on 12tt' August 2020 having recelved National Treasury recommendation forapproval. This was in compliance with requirements of Section 17 and t2 of the State Corporations Act, Cap 44 and Section68 of the Public Finance ManagementAct,20L2.

The company's budget is prepared on a different basis to the actual income and expenditure disclosed in the financial
statements. The financial statements are prepared on accrual basls using a classification based on the nature ofeipe,nses'in
the statement of financial peformance, whereas the budget is prepared on a cash basis. The amouns in the financial
statements were lecast from the accrual basis to the cash basls and reclassified by presentation to be on ttre same b;;il;;
the approved budget. A comparison of budget and actual amounts, prepared on a comparable basis to the approved bil;.t"is then presented in the statement of comparison of budf,et and actual amounts. tn addition to the Basis oiff."n.e,
adjustments to amounts in the financial statements are also made for differences ln the formats and classification schemes
adopted for the presentation of the financial statements and the approved budget.
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NOIES T0 IHE Flt{rlilCult STAIRIE{IS (ConUnued}

4 SUMMARYOFSIGNIFICANTACC0UI{TINGP0UCIES(Gontlnued)

a) Gompara0YellgUres
Where necessary comparative figures for the previous financial year have been amended or reconfigured to conform to the
requlred changes ln presentatlon.

b) Subsequentevenb

There have been no events subsequent to the financial year end with a sitnificant impact on the financial statements for the
year ended June 30, 202t.

5 SIGNIFICAI{TJUDGMEI{TS AND SOURCES OF ESNMANON UNCERTAINIY

IhepreparationoftheCompany's financial statements in conformi$ with IFRS requires management to make judgments,

estlmates and assumpUons that affect the reported amounts of revenues, expenses, assets and llabllities, and the disclosure of
contlngent liabllities, at the end of the reporting period. However, unceftainty about these assumptlons and estlmates could result
in outcomes that require a material adJustment to the carrylnglamount of the asset or liabllity affected ln future periods.

EstlmaGs and assumpUons
Ihe Company based lts assumptions and estimates on parameters avallable when the financlal statements were prepared.

However, existing circumstances and assumptions about future developments may change due to market chan(es or
clrcumstances arising beyond the control ofthe Company. Such changes are reflected ln the assumptions when they occur.
Ihe key assumptlons concernln( the future and other key sources of estlmation uncertalnty at the repodng date, that have a
slgnlficant rlsk of causlng a materlal adjustment to the carrying amounts of assets and liabilities withln the next financlal yeat, are
descrlbed below.

Use{Ul llves and resldualvaluos
The useful lives and residual values ofassets are assessed usingthe following lndicators to inform potential future use and value
from dlsposal:
o The condftlon ofthe asset based on the assessment ofexpefis employed bythe Cornpany

. The nature ofthe asset, its susceptibility and adaptability to changes ln technology and processes

o The nature ofthe processes in which the assetis deployed

. Availabilig of tunding to replace the assets
o Changes In the market ln relatlon to the asset

The rates of depreciation asstgneU to each class of assets ls a result of such assessments.

Blologlcal assets

ln aniving at the fair valuation of bioloEical assets, the management has adopted IAS 41 and 61 in valuation of cane bearer plant,

cane bearer plant work in progress, growing consumable cane and livestock.

The Company estimates the fair value of its growing consumable sugarcane as the product of estimated yielrl in tonnes of standlng
cane at its present age and the prevailing cane price less point of sale cost. The yield is estimated as the product of the area
covered bythestandingcane ln hectares, the age ofcane in months and the average caneyield perhectare permonth OCHM).

Bearer plant is measured at cost and depreciated over its productive life assumed to be an average of 48 months. The cumulative

cost of land development and cane establishment from 0-5 months is capitalised. Livestock is recognised at acquisition cost and
revalued at each year end using the prevailing market price for the animal category.

The biological assets valuation estimates and assumptions are detailed in Note 21'
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NOIES T0 IHE FIMI{C|AL STAIE B{IIi (ContnueQ
ProYlslons

Provlslons were ralsed and management determlned an estimate based on the lnformailon avallable. Addluonat dlsclosure r

these estlmates of provislons ls included ln Note 13. Provisions are measured at the management,s best estimate of the
expenditure requlred to settle the obllgatlon at the repofilng date, and are dlscounted to present vatue where the effect ls material.

Ihe Company made the followin$ provlslons ln the yea4 Bad and doubtful debts Fshs. 21,017,688; provlslon fortax penalty and
interest Ksh. 153,582,365 and lnterest on penslon anears Ksh. 35,113,480. These have been llsted as part of adminlstrative
costs under Note.13 (a). Ihe tax penatty and lnterest has been computed on a self-assessment basts uslng ine rates contalned ln
the tax procedure acl 20tS and other relevant tax legislatlons. lnterest on penslon anearc ls c,omputed by penslon scheme
administrators. Other provislons under staff costs are staff gratulty provlsion of frshs. L2,252,045 and reducdon of leave pay
pruvlsion ofKshs. 1,193,098 as captured underNote 13 (b).

6 REI'EI{UE

I

Total 2,214,173,235 ilE,42,979

sugat and molasses are the main products of the company. Motasses is produced ... uy-pro,iri ri* **r rr.r.o.i==o-=====

oosr0FsAr..E

Netsales ofSugar
Netsales of Molasses

Tobl netsales

Gross sales
Less: Value added tax on gross sales

Cost of cane milled: Nucleus
Out(rowerc

Change ln value of unmllled cane
Total Cost of Cane mllled

Agtftultun
StaffCost

Agriculture overheads

Manufactudng
Staff Cost
Processlng Costs

Repairs and maintenance
Otherfactory overheads
Depreciatlon-factory

Change ln value ofsugar ln process

Change in value offinlshed goods

2,139,931,590
74,341,645

2,214,173295

2,569,440,953
(354,267,778)

133,001,564
1,337,666,144

530,813,975
1,4,729,903

-

$15,542,979

621,264,676
(75,721.,797)

35,263,230
378,291,413

0l
I 733-70n al,

91,490,244 76,7?9,293
55 7A 75.88r

717-l 17 9e7ss.114

192,405,519
49,750,579

141,200,969
9,607,369

79.211.825
461,176,259
(19,771,225)
(17,133,246)

Costofgoodssold 2,217,941,934 930,091,546
=========== c=======E==

Canefromoutgrowersisvaluedatthecaneprlcepaldtofarmers, CanefromNucleusestateisvaluedatthefairvaluelesspointof
salecostrecogniseddurlngthelatestvaluationpluscostofharuestingandtransportingthecanetothefactory. Manufactuiing
cost includes agriculture and factory overheads.

295,445,L26
55,669,540

193,922,223
15,062,633
77,998.099

629,096,611
(35,926,393)

g,7g4,gg 1
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I{OIES I1O IHE RI{ANCUII SIAIBIEIIS (Gondnueo

I FATRVAUTEGAIN/oOS90llB|oI0GICALASSEI]S

Galn on consumable growlng cane

Galn on llvestock

No government grant was received during the year.

10 II{IBESTNCOME

38,208,793
361,000

90,558,795
232,000

Total 88,569,793 90,790,795

The comparative figure for the falr value galn on consumable growlng cane has 0.", 
"r"*o 

Ii; rrrr r.r, .ofrl*rr,,"
corect an overstatement of galn on growln( cane in the prevlous financial year, the detalls ofwhlch are provlded under note 21 (c)
and note 30.

i I GRAI{ISmoMNAIIoIIALG0VERI{MEII

Recunent grants lecelved
Capltalgrants realized (see note below)

Total

74,541,779

74,54t,179

i(,;,i; iil;l
.ltt :,iit:;111,5

l(.: ii,
:.tr,,irr',i1

!nterest lnc'ome:
- '- from recelvables

Tobl

tt 0IHERTNCoMEGAINSAI{DI,IISSES
(a) O$erlncomo

Rental lncome
0ther m iscellaneous receipts

Physical lnventory adJustments

518,630 3,015,723

5lg,Glo 3,015,723
E========EE

lnterest income on receivables relates to lnterest that the Company charges farmers in relation to credit advances for farm lnputs.
The Company recovers these from cane proceeds payable to farmers on haruested cane.

11,967,009
936,399

I

L7,27g,360
(188,424)
(990,531)

Total 12,803,418 10,100,405

Rentat income ls recetved from tenants allocated living quarters wlthin employe. rest=o;il;r:*;. 
"*.=,"ffi|g;;;,employees, employees of key service providers and civil seryants seruing within the local community. Miscetlaneous sales

include sale of stock and non-stock ltems that are not part of the maln products ofthe Company.

O) O$erGalnsand losses

(t-oss)/galn on disposal of propefi, plant and equipment

Total

(6,174,7751 (2,135,094)

(8,174,77q (2,135,094)
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I{0IES I0 IHE FlNrlt{CUt[ STAIET{E$S (Gordnued)

Ihe Company's sugarcane fields holding cane bearer planb held at a total cost of Ishs. 31,660,695 and accumulated
depreclation of Ishs. 25,492,883 were reploughed/fallowed durlng the year, thereby dlsposing the bearer plant at a toss
equlvalent to lts undeprec-lated cosl

12 Ir{ARfimI{GAt{DDlslilBtm0ilffE{SES
") l\ril 

'

,.ir't;.it1l.i,':.l

Staffcosts - sales personnel

Product Handllng and dlstributlon costs
Depreciatlon - dlstrlbutlon equlpment

Iotal

AI'MII{ISIRAIII,EqPE{SES
(a) Admlnlsffion0osb

5,995,963
3,697,204

759,705

7,299,445
1,453,053

225,800

-

==EE==EEEA=

10,42,772 8,967,299

13

Staff costs - other (note 13b)
Dlrectors'emoluments
Auditors' remuneratlon
Legal fees and court awards

MedicalSenices
Staff trainlnd e&enses
tnsurance cosb - other
Bank charges and commlsslons
Eectrlctty and water
Repaln and malntenance
Statlonery, prlntlng and photocopylng

Travelllng and subslstence
Communlcatlon seruices and supplies
Office and generalsupplies and services

Depreciation - other
Bad and doubtful debts
Tax penalty and lnterest
lnterest on penslon arearc
Other admi nlstratfue expenses

Total

38,309,693
21,0L7,699

153,592,365
35,113,490
11,949,971

-

502,995,991 /140,181,335

190,147,391
366,329
750,000

17,697,596
5,296,653

32,000
5,013,762
2,499,952
7,945,603
7,699,462
3,447,579
!,546,724

602,933

193,199,496
1,433,542
1,159,023
6,105,553
3,951,747

72,690
5,055,934
5,905,935
2,634,279
4,391,295
2,347,624
1,932,939

443,946
1,323,014

33,485,979
6,011,667

158,997,969
15,895,443
(3,849,229)

The tax penalty and interest has been computed on a self-assessment basis using the rates contained in the tax procedure act
2015 and other relevant tax legislations. lnterest on pension anearc is as computed by penslon scheme administrators.

(b) StefrCosts

Salaries and allowances of permanent employees

Wages of temporary employees
Natlonal social security schemes
Pension contributions
Staff gratuity provision

Leave pay provision

Staff welfare

435,965,421
131,365,116

2,445,900
9,079,623

72,252,045
(1,193,098)
10,391,099

377,560,952
51,192,352

1,329,600
13,021,027
4,853,250.
7,133,611

10,997,516/

Totsl
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Annual Repo6 and Finandal Statemenb
For the year ended June 30, 2021

NOIES T0 IHE Flt{/lt'lGlAt SIAIR E{IS (Contnued)

' 130) SrAt0O$S(ConflnueO

The awrafe number of ernptoyees atfie end of $e yCIrnas:

Permanent employees - Management

Permanent employees - Unlonlsable

Temporary and contracted employees

Total

193
281
494

968

228
296
537

1061

The sovernment has restricted emptoyment on permanent basis as a measure to maintain a lean worKorce in preparation

towardsprivatizationptans. Consequently,therehasbeenaconsistentriseintheuseoftemporaryandtermemployeesover
tlme as the number of permanent staff reduce through natural attrition.

t4 ENITNCECoSIS

lnterest expense:

'- on commodl$ loans

'- on IPF loans

'- on bank overdrafts

Tohl

78,000,260 36,792,482
399,268

78,000,200 37,191,750

lnterest on commodlty toans accrue at the rate of 5% on outstanding prlnclpal amount and 6% on defaulted balances.

15 OPMANNG

Ihe operatlng profit/(loss) ls anived at afier charglng/(crediting):

Staffcosts (note 13b)
Depreclatlon of propefi, plant and equipment

Amortisation of lntangible assets

Provlslon for bad and doubtful debts

Dlrectols' emoluments - fees
- other

Audltors' remuneration - curent year fees
- prior Year under-Provislon

loss on disposal of property, plant and equipment

Net forelgn exchange loss

Total

16 TNC0METAXEORISVGREDr)

lncomebx

599,206,107
154,804,063

21,017,699

366,329
200,000

466,077,307
154,356,102

6,011,667

4,342,742
307,428

6,174,775 2,735,094

781,768,962 6:13,230,340

(a)

lncome tax eleense/(dedl0

18

Current tax charge
Deferred tax charge (note 28)



Chemelll Sugar Company Llmited

Annual RepoG and Flnandal Staternenb
Forthe endedJune 2021

I{OIES TO IHE FIMIII|CUII SIAIEIIE{IS (ConUnued}

16, !i{C0METAXffE{SVGRE II)(GonUnueO (

O) Recondllaton ofbxeryense/(crcdl$ tofie qectodtfi bassd on accountngpmf,t

'lhe tax on the company's loss before lncome taxdlfferc from the theoreticalamountthatwould arlse uslngthe statutory lncome
tax rate as follows:

Profit/(loss) before taxaUon (549,280,557) (667,412,122')

Tax calculated at the statutory tax rate of 30% (2020:30%)

Tax effect of:
- Bpenses not deductible fortax purposes
- Prior year und e( loverl provtslon in defened tax
- Defened tax not recognlsed

loss for the year attributable to equity shareholders

Tota I com prehensfue loss per share attributable to eq ulty shareholden

Welghted average number of shares ln lssue (note 28)

loss pershare

Total comprehensive loss pershare

18 DMDETDPERSI{ARE

Ihe directors do not recommend payment of a dlvldend forthe year (2019-2020: Nil)

1164,794,167) (200,223,6971

299,779,146
(37,479,810)
(61,075,599)

lncome tu elgense/(oedl$
==Eg=E=E==== =======E==E=

17 LOSSPERSIIARE

The loss pershare ls calculated by dlviding the loss after tax bythe average number of ordlnary shares ln lssue during the year.
There were not dllutive or potenUally dilutive ordlnary share as at the repoftlng date.

(549,290,557)

(549,290,557)

10,579,591

(694,566,052)

(694,566,052)

10,579,591

(s1.s2)

--===========
(51.e2)

==EE==E=====

(6s.65)

--===========
(65.6s)
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Chemelll Sugar Company Umited

Annual Reporb and Flnandal Statements
Forfie endedJune 2021

NOIES T0 IIIE FltlltNCNAt SIAIEME{IS (ConUnued)

19 PR0PERIY,PI"AI{IANDEQUtPMRII(ConUnued)

Motor vehlcles, lncludlng motor cycles

Fumiture, fittings and equipment,
Cane bearer plant

Total

Motor vehicles, including motor cycles

Furniture, fittings and equipment,
Cane bearer plant

76,062,997 15,U2,473

The Company accounts for its biological assets in accordance with revised IAS 41 and IAS 16. Under the standards, the root
system of growlng sugarcane ls recognised as bearer plant from the 7th month when lt is futly developed. At this stage,

sugarcane beglns to bear produce (sucrose) and remalns productive for at least 3 harvest cycles of 16 months each as cane

stamps sprout agaln lnto a new produce after each harvest.

Significant assumptlons made in determining the carrying values of bearer plants include:

a) Bearer plants are carried at cost less depreciation. Ihe cumulative cost of developlng cane has been capitalised and

depreciated over the plant's economic life estimated to be 48 months. All costs incurred after the 6th month are expensed

as maintenance costs.

b) Cane aged 0-6 months is considered immature since the root system ls still developing. Cost incuned at this stage is

recognlsed as work in progress.

c) 0n initial application of the standard, the cost value of existing bearel plants was estimated using standard cost of cane

development per hectare. All subsequent additions are recognised at actuat cost.

As at 30th lune 2027, 58o/o (2020:63%) of the nucleus estate farm measuring 1,335.5 ha (2020: 7,432.8 ha) had mature

bearer plant. Fourteen percent (2020: Nil) of the estate land measuringStt.T ha (202O: Nil) had immature bearer plant while

28% (2020:38%l) was fallow.

Dudng the year, 499 ha (2020: Nil) was planted with new cane, 188 ha (2020:229 hal ofgrowlng cane matured and was 279 ha

transferred for recognition as additional bearer plant while 279 ha (20202 144) of mature bearer plant was fallowed or uprooted

by ploughing.

All propefi plant and equlpment other than bearer plants have been charged to secure banking facilltles as disclosed under

note 31. Property, plant and equipment lnclude the followlng ltems that were fully depreclated:

69,932,655
6,130,282

70,286,455
6,455,299

13,986,531
1,,455,942

74,057,291
1,533,133

Total 76,74L,754 15,590,424

The Company owns 2,700 hectares of freehold land. The land has been charged to secure banking facilities granted to the

Companyasdisclosedinnote3l. Thelandwaslastvaluedon30thJune2018byTysonsLimitedonanopenmarketbasisat
lshs 2,000,000,000. The value of the land has been reflected in the statement of financial position as part of property plant and

equipment.
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Chemelil Sugar Company Umlted

Annual Repolb and Flnanclal Statemenb

21.

Forthe June 2021

N0IES T0 THE FlllAl{d/[ STAXEME{III (Contnued}

Bt0toGlc,AtAssEIs
a) GrcwlngGane

At tie beglnnlng of the year

Prior year adjustment

Atthe beglnnlngof &e yearrcstabd

Decrease due to haruest at fair value less point of sale costs

Galns ailslngfiom dtanges ln falrvalueat0lbutable to:
- biological transformation

- price changes

126,058 96E

l27,l53,g2gl

99,903,040
(96,610,103)

10,676,943

27,531,940

24372,5?2

24,372,932
(1,6,029,217)

2,292,937 9,344,255

90,559,795

Falr value galn/(loss) on valuation 38,209,78i1 90,558,785

Atfie end offteyear 40,501,720 99,903,039
E=====E=E=E

Ihe Company grows sugar cane in lts Nucleus Estate whose produce ls haryested for replanting or milllng and has accounted for
Its biological assets ln accordance with revised IAS 41 and IAS 16. Cane stem ls rec,ognlsed as the consumable growing produce
from the 7th month when it begins to form sucrose. Ihe produce fully matures wlth maxlmum sucrose 14 months thereafter but
can be haruested as early as 9 months as seed cane.

Signilicant assumptlons made ln determining the falr values of growing produce (blologlcalassets) are:
i) Growlngproducehasbeenstatedatfairvaluelesspointofsalecost.Onlycaneagedgmonthsandabovelsassi(ned

a value as it is only then that lt can be haruested for use as seed cane. Ihe value is based on market price of Kshs.
4,040 per tonne of sugarcane (June 2019-[shs.3750).

ii) Growlng produce has been quantified in tonnes as the ptoduct of average productivity per unlt acreage at ha,est age
0cHM) and actualacreage in hectares covered bythe produce. TheTCHM tor202lwas 1.91 (2020-2.38).

ii| All costs incuned to maintain growing produce are expensed.

As at 30 June 2021, 7,647.3 ha (2020: 1,432.8 ha) of nucleus estate land was covered by growing cane produce. 0f thls 50%
(2020:670/") covering 816.5 ha (2020: 955.3 ha) had mature produce readyfor harvestwhile 32% (2020:33%) covering 519 ha
(2020: 477 .5 ha) had immature produce. The remaining 79o/o (2020: Nil) of growing cane covering 659ha (2020: Nit) had not
borne recogniza ble produce.

During the year, 60,032 tonnes (2020: 15,831) of mature produce was haruested from the nucleus estate with a fair value less
estimated point of sale cost of Kshs.99,660,9 l0 (2020: Kshs.16,028,2771. ln determining the present value of expected net
cash flows, the Company has not discounted the cash flows as standing cane will mature within the next reporting period and
therefore the impact of the time value of money on estintated future cashflows is not significant.

The Company expects to harvest the mature cane produce held atthe end ofthe yearwithin the next 12 months and thus the
growlnt produce has been presented as current assets.

ca=========
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Chemelll Sugar Company Umited

Annual Bepoils and Financlal Statemenb

i

Forhe endedJune 202L

ITIOIES IO THE RNIINCIAT, SIAIAIE{IS (ConflnUod)

2t BtoloclcALAssEls

b) Uvesbck

Calf
Helfer
Lactating cow

Bull
Goats

At the beglnnlng of tho year

lncrease due to acquisitions and births

Decrease due to slaughter or sale atfairvalue less point ofsale costs

Gains arising from changes in fair value attributable to:

- blologlcal transformatlo n

- price changes

1,495,000

(600,000)

l,l2qooo

205,000
(78,000)

1,253,000

62,000

170,000

885,000

370,000
(9,000)

Falr value galnl(loss) on valuatlon 361,000 232,000

{t$eendoffiepar 1,246,000 1,495,000

The Company keeps dalry cattle in lts Academy Sectlon whose produce ls used within the school to reduce boarding expenses

and has accounted for lts biological assets ln accordance with revised IAS 41 and IAS 16. The herd of dairy animals has been

statedatfairvaluelesspolntofsalecost. Thevalueisbasedontheopenmarketpriceof dalryanimalscategorisedasfoltows

15,000
85,000

150,000
120,000

6,000

20,000
80,000

150,000
120,000

5,000
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Chemelll Sugar Company Umlted

Annual Reporb and Flnanclal Statemenb
Forthe year ended June 30,2021

N0IES m IilE Flt{At{CUtL SfAIE|E{IS (ConUnued)

2L tt{tE{IoRtEs

ProductStock
Mllled Sugar
Molasses
ln-pmcoss stocks
Milled sugar-in-process
Molasses in process

Subtotal

Rawmatedalstuck
Un-milled Cane

Oft er matodals and consumables
Factory and field stores
Consumable Stores
Stationery
Mediclnes

Less: lmpairment

SuDtohl

Total

23(a) IRADEAITDOIHERRECEI/ABI"ES

At30hJune2021:
Trade recelvables (note 23b)
loans to outgrowers
Deposits and prepaym ents
Staff recelva bles (note 23c)
other receivables (note 23d)

Total ttde and other rccelvabtes

At 30'$June 2020:
Trade receivables (note 23b)
loans.to 0utgrowers '
Deposits and prepayments
Staff receivables (note 23c)
Other receivables (note 23d)

Product stock balances have been valued using FlF0 method and the ledger balance written down to
that lt was lower than cost. The write down of inventories recognised as an expense during the
2'269,434 (2020-Kshs Nil). All the other stocks have been valued at their weightea avirage cists.
obsolete previously recognised at Kshs. 82,862,848 based on average cost have been fully lilpaired.

7,102,775
705,000

54,697,619

62,505,333

3,434,000

257,239,454
72,374,619
2,703,633

726,429

275,977,135
(82,862,848)

193,014288

255,519,621

(39,230,415)
(4O7,499,7641

(1,269,664)
(59,942,735)

77,214,276
397,750

L8,777,225

36,373,191

1,500,000

242,130,754

2,294,992
1,1,49,392

247,076,029
(82,962,948)

la4,2a,lgl

10,527,941
23,305,143
39,019,759
8,707,767

133,059,959

214,613,369

-

57,161,969
429,249,31,9

4,892,778
27,697,991

320,777,757

8:19,173,103 (507,940,577) 331,332,526

200,595,371

net realizable value given
year amounted to Ishs.
All stock categorised as

17,931,453
21,750,555
4,992,779

26,429,377
260,329,423

-

=========

46,839,761
430,803,907
39,019,759

9,970,431
L74,903,4A0

701,rg16,258

(36,310,920)

1407,498,764)

(1,268,664)
(47,744,542)

-

(486,822,889)
=========

Net frade and other rccehnbles
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Chemelll Sugar Company Umfted

Annual Reporb and Flnanclal Statemenb
For tre year ended June 30, 202L

N0IES IO IllE HtlrlN0lAt STAIEIIIE{I8 (Conflnud)

230) TRADERECnTABIES

Gross Sugar receivables
Provision for doubtful receivables

Gross Molasses Receivables

Provislon for doubtfu! receivables

At June 30, the agelng analysis of the gross trade receivables was

as foltows:

Less than 30 days
.Between 30 and 60 days

Between 61 and 90 days

Between 91 and 120 days

Over 120 days

Dilecton have made provision for amounts whose recovery ls uncertaln.

23 (c) STAFFRECflTABIE|

48,033,926
(32,391,495)
15,u2,4gl
9,127,942

(6,839,920)
2,289,O23

17,931,453

37,312,899
(29,935,233)

7,377,666
9,525,962

(6,375,687)
3,150,175

70,527,841

5,533,999
3,648,136

518,951
5,373

47,455,411

57,161,969

xxx
)0u
n0(
m0(

m
D0(

Gross staff debtorc and advances

Provision for impalrment loss

27,697,99t
(1,268,664)

26,42?,317 8,701,767
rt!-t--il- lliltEt-Er

9,970,431
(1,269,664)

[ess: Amounts due within one year

Amounts due after one year

27,697,981 9,970,431

The Company operates a staff car and cycle loan scheme for employees whereby eligible employees are given loans to acquire

cars for their personal use. The loans which are secured by the vehicles acquired using the proceeds are payable withln a

maximum period of 60 months. The interest rate on staff loans is 5%. There were no outstanding staff receivables balances as at
reporting date (2020-Kshs.Nil)
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23 (d) CAI{E I.OAT{STO FARMERS

At30thJune2021:
Farmer cooperatlves
large & smallscale farmen
Transporters

At30OrJune2020:
Farmer cooperatlves
targe & smallscale farmerc
Transporters

375,706,867
52,091,000

7,45t,451

429,2i19,319

376,142,970
53,218,956

1,442,1.91

t!i!0,803,907

(365,958,109)
(40,706,920)

(833,736)

-

(407,498,764)

(365,958,109)
(40,706,920)

(833,736)

-

(4o7,498,7W1

==========

9,749,760
11,384,090

6L7,7t5

21,750,555

10,794,762
12,511,936

609,445

23,305,l/fiI

Cane development Loans relate to cost of farm lnputs supplied and services rendered to farmers on credll The farmer,s
standing cane establlshed uslng these funds and title deed for the land on which lt stands act as collateral for the loan.
Recovery is made when the cane matures and ls haryested. Under the cunent contracts, 60% is recovered from the f.t t rrr."i,
20% trcm 2nd harvest and the remalning 20% trom 3rd harvest. lnterest ls charged at the rate of L2% on rec.overabte loan
balances. Dlrecton have made provision foramounts whose recovery ls uncertaln.

23 (e) OIHBRECEVABIES

L,(l. t: ,!{r rjrlrll

t{:ti'

r i'), lliiil.)liill-irr J!:1r ;l1r i,lillli
i,<:ii'l

Farmers, Transporters & Cutters advances
Provision for lmpairment loss

0ther receivables
Provlsion for lmpairment loss

Palables wl$ deblt balances
Trade payables

Small scale farmerc
large Scale Farmers

Transporters & Haryesters

Cane Maintenance Contractors
Payroll Liabilities
0ther payables

Less: Amounts due within one year

Amounts due after one year

15,365,237
(10,695,939)

4669,300
53,612,735

(49,t46,797)

4465,939

-

9,135,239

44,242,579
80,816,949
67,292,095
70,974,426
2,492,677

39,597,605
5,996,956

251,193,195

290,329,423

320,177,157

10,544,129
(10,695,938)

(151,809)
63,950,909

(31,048,604)
32,902,304

-

32,750,495

9,563,643
34,203,536
22,799,009

33,622,930
7,t19,246

100,309,36'3

133,059,959
-rt----l-- !-------I-
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23 (e) OIHER RECEVABLHi (Con0nued)

Ihe Company endeavors to support cane development, haryest and haulage actfulties undertaken by lndependent farmers,
hawesters, transporters or their or(anlzatlons owlng to their criticallty for the contlnui$ of mllllng operatlons. The Company
supplles them wlth farm lnputs, fuel and other ltems for cash or on credit and maintains cunent accounts for these transactions
and recoverc deblt balances from any monles payable to them for cane purchased or seruices received from them. Dlrectorc
have made provision for amounts whose recovery have become unceftain.

24 TO(RECOI,mABIE

At beginnlng ofthe year
- lncome tax charge for the yeat (note 16)

Under/(over) provision in prioryear/s (note 16)

lncome tax paid during the year

At end ofthe year

15,183,641 15,193,641

15,19:1,941 15,19:1,641

Thls tax recoverable amount lncludes lnstalment tax pald, withholding tax on lnterest lncome, and advance tax on commerctal
vehlcles paid on different dates in the past years but which the Company has not been able to recover because it has recorded
losses over those years. The amount is recoverable from future corporation tax when the Gompany posts profil

26 BAITKAND GASH BAI.AT{CES

Cash at bank
Cash ln hand

Sub total

Bank 0verdraft

Tobl

(53,632,583)
995,364

(52,837,219)

(1,500)

11,704,444
359,567

u2,064,011

(1,501)

(52,6:19,719) 12,062,510

Ihe bulk bulk of cash at bank was held at Kenya Commercial Bank, the Company's main bankers. The net negative balance was
basically a cash book balance and not a bank account balance. This is attributable mainly to routine cane and transport
cheques prepared during the last month of the financial year but had not been released to the payees by year end date. The
nrake - up of bank balances and short term deposits is as follows:

NOIES TO IHE FINANCIAI SIATEIvIEIIS (Condnued)
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26 BA[{K At{D GASH BAIAIICES (Conflnued)

Detalled analysls ofthe cast and cash equhnlenb

a) qrntntaccount
KCB Bank Kisumu Maln Account
KCB Eank Klsumu ProjectAcount2
KCB Bank Klsumu ProJectAccountl
KCB Bank Klsumu Chemelil AcademyAccount
Cooperative Bank Kisumu Maln Account
Cooperative Bank Klsumu Project Account
Cooperative Bank Kisumu Health CtrAccount
Cooperative Bank Ktsumu Chemelll Academy-PTA

Sutstobl

b) Shficarloan/ mofigp1a
Kenya Com. Finance Comapny
Saving And Loan(Kenya) Ltd

Subbtal

c) O&en(spedft)
Cash ln translt
cash ln hand

Sub-,bbl

Grandbbl

27 ORDIN'If,YSH'IRECAPITAT

1103790307
1180995716
1,112L22478
1103794930
01120054662900
01120054662901
01160614981500

(1,500)
(85,161,657)

(0)
4,673,029

24,931,274
g54,3gg

12,396
1,o5g,4gg

-

(53,fi12,581t)

995,364

995,364

(1,500)

8,gll,g24
(0)

1,713,513
552,973
854,389

12,396
1,759,259

-
(0)

(1)

(1)

-

11,702,94

359,567

359,567

(52,6:t7,219) 12p82,510

-

=E==CE=E=E

-

--======rE=

AuSroilsed:
10,579,581 ordinary shares of Kshs.20 parvalue each 217,591,620 211,591,620

E==========

lseued andfullypald:
10,579,581 ordinary shares of Kshs.20 par value each 21L,591,,620 211,591,620

===========

Thetotalnumberof authorizedordinarysharesls10,579,587(2020-70,579,581)withaparvalueofKshs,2oeach. tssuedand
fully paid ordinary shares, which have a par value of Khs.20, carry one vote per share and a right to dlvidend.
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28 REVATUAIIOTI RESERT'E

The revaluation reserue relates to the revaluation of freehold iand and buildlngs, factory plant and machinery, agricuttural

machlnery and implements and motor vehicles. As indicated in the Statement of Changes ln Equlty, this is stated after transfer
of excess depreciation net of related defened lncome tax to retained eamlngs. Revaluation surpluses are not distributable.
There was no movement duringthe year.

29 REtAlt{ED toSS

The retained loss represents accumulated loss lncuned as a result of operating and financlal challenges that the Company has
grappled over the years when the lndustry faced turbulence. Note 41 provides detailed lnformation on cunent efforts towards a

turnaround ofthe sltuaUon and the future outlook.

30 PRTORIEARADJUSIME{T

The prioryearadjustmenton returned earnings of Kshs.27,753,928 has been madeto correstan errorthatoccurred while

estimating the fair value less point of sale cost of consumable growing nucleus estate cane and the fair value gain on cane

valuation as at 30th Jun e 2020,

The Company estlmates the fair value of its growing consumable sugarcane as the product of estimated yield ln tonnes of
standingcaneatitspresentageandtheprevailingcanepricelesspolntofsalecost. Iheyieldisestlmatedastheproductofthe

irea covered by the standing cane ln hectares, the age of cane ln months and the avelage cane yield per hectare per month

0cHM).

A valuation modet which uses above base formula has been developed on excel spreadsheet for valulng the Company's
plantatlon every year end and has been so used since 2017 / 18. The model contains a list of all cane fields withln the nucleus

estate ldentified by field number and hectarage. lt is updated wlth cane lnventory records an terms of the varieg, cycle and age

of cane standlng in each fletd at each year end. Using thls data, the prevalling cane price and the TCHM for the period

obtainable from Nucleus Estate section, the fair value of growing consumable cane ls estimated. In additlon, data on cost of
cane development is during the period ls obtalned and the net book value cane bearer plant ls determined.

However, an error occured in the year20L9/2020 whereby the formula inadveftently plcked cane age and hectarage data from

wrong cotumns within the worksheet leading to overctatement of the value of growing cane and the fair value gain on valuation

as follows:

As corrected in )uly202O
As stated in June 2020

PdoryearadJusfitent

16,028,277
8,672,762

90,558,785
110,357,198

(19,798,413)

98,903,040
126,056,969

7,355,515 (27,153,929)

To correctthe error, an adjustmentof Kshs 27,753,928 has been madeto the opening retalned earnings and opening growing

consumable cane batance. Prior year comparative figures of growing consumable cane, fair value gains on biological assets and
cost of cane from Nucleus Estate have been restated as per note 7 and note 2 I (a).

This particular error occurred in the year ended 30 June 2020 only and had not recurred in otheryears.
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31 BoRRoWI{GS

Balance at beglnnlng of the year

External bonowings dudng the year

Domestic bonowings duringthe year

Repayments of ffiemal bonowlnp dudngfieyear

Repayments of domestics bonowings duringthe year

Exchange rate galns/(losses) on revaluation of
bonowings

2,641,045,556 941,696,959 2,650,995,339 905,0f 6t

79,000,260 5,032,440 37,L91,,71

(14,728,684) 1L4,982,2231 66 i8

Balance at end ofthe year 2,626,976,972 1,019,697,219 2,641,045,556 941,696,91

Less: Amounts due with one year (cunent pottion) 1,4,L29,694

Amounts due after one year (non-cunent portion) 2,626,916,972 7,0L9,697,219 2,626,9!6,g72 s+rps ,l
E===cE=E==Ee

The analyses of both extemal and domestlc borrowlngs are as follows:

,),,t'tlt i ').y-' i

i i,"r'!. r

'! :.' -,' J'

1r: l:) r;, i;',lr

( t,r:i,i.i

l< iri i'l 'r i:'

li.

il!irl:.rt|lrr

BbmalBomwlngs
Dollar denomlnated loan
Sterling Pound denomlnated loan
Euro denominated loan

Domestlc Borowlngs
Kenya Shllllng loan fiom Commodltles Fund

Kenya Shilling loan from State Department of Crop Development

Kenya Shilling loan from KCB Bank

Kenya Shilling loan from Diamond Trust Bank

(2,626,916,972) 2,641,045,556

(2,626,916,972) 2,641,045,556

(2,588,916,972)
(40,000,000)

2,598,916,972
40,000,000
74,729,694

Total balance at end ofyear

3l

======== ====
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31 BORROWINGS

Ihe Company recetued Khs.40,000,000 from State Depafimentof Crop Development ln May 2017 as part of liquiditysupport

to pay pat of cane anears then owed to farmerc. This has been presented as unsecured non-cunent loan refundable with no

lnteresL

Ihe Bonowings from Commodity Fund are secured by Debenture for Kshs.1,554,487,9L2 overthe Company land and buildings

[.R. No.1611/ 4,7672/4 and 11840located at Muhoroni Sub Coun$ ranking paripassu with KCB Bank Kenya Llmlted.

At close of theyeal the Company had undrawn bankingfaclli$from KCB Bank Kenya Llmlted of Kshs.145,000,000 (2020-

Kshs. 130,86g,816). The banking facilig is a composite one available for term loans, bank overdraft bank guarantees and

letters of credit. The banking facility ls secured by legal charges over land and buildlngs L.R. N0.1611/ 4, l6t2/ 4 and 11840

ranklng parl passu wlth CommodiUes Fund.

Durlng the year, the Company received no direct funding from the Government of Kenya (2020-[shs.74 ,547,L79) like lt did ln

the previous year. The previous year's funding was a grant that the government pald dlrectly to farmers as part of llquidity

support to the Company in defrayinf, arrears owed to farmers for sugarcane delivered to the factory.

The Company ls in default on principal loan repayments of lts loan facilities. Although both the Commodities Fund and the State

depaftment of Crop development have previously wtitten to the Company demandlng settlement of he loans due to them from

the Company, these demands have been neutralized by the ongolng govemment 0f Kenya's lnltlatlves towards privatlzation of

the Company alongslde other publlc sugar mllls which includes wrlte off the Company's long'term debts.

Deferred tax ls calculated on all temporary differences under the liabllity method using the enacted tax rate, cunently 30%. The

net defened tax liablli$ at year end ls attrlbutable to the followlng ltems:

Accelerated capltal allowances

Revatuatlon surplus
Blologlcal assets

Tax losses carried forward

Provlslons for liabllities and charges

Net deferred tax liabllity

The movement on the defened tax account was as follows:

)00(

)00(

(nR
(nR

(7,398,393)
115,040,419
(35,607,179)
(61,075,699)
(11,959,147)

)00(

Ihe movement on the defened tax account is as follows:

Balance at beginning of the Year
Credit to revaluation reserue

Deferred biological assets

Under provislon in PriorYear
lncome statement charge/(credit)

)cfi
ru/"\)

xxx
xxx

(1,094,599,329)

116,040,419
(35,607,179)

(7,398,393)

Balance at end ofthe Year

32
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32 DEERREDII{COME

Prepald sugarsales
Prepaid molasses sales

33 IRADEAITIDOIHERPAYABIE

(

722,5L1,517
2,037,901

99,992,409

124,549,372 99,g92,409
===EE=====E= =======e=EBts

34

Trade payables -cane
Trade payables - credltors
Accrued expenses-payroll
Accrued expenses-staff
0ther payables

VATpayable
PAYEpayable

WHlpayable
SDL payable

ML payable

Accrued tax penalties & interest

At tstJuly2020
Provislon forthe year

Pald dudngthe year

At30thJune2021

At lstJuly2019
Provisions forthe year

Paid duringthe year

5,219,19:1,006 4,7g6,Gtl,gg0

RETIRETETIT Bfl EFIT OBUGANONS

The Company operates a defined contrlbutory scheme for all managerlal employees engaged 0n pernanent terms. Manageriat
employees engaged on contract terms are entiued to gratulty payment unionlsable emptoyees are eniltled to retirement
benefits based on years of seMce The liablllty at the end of the year was as follows:

336,393,196
297,096,916

7,072,264,995
5,359,093

134,949,930
1,9i15,904,021

949,502,616
799,207,900

10,953,325
474,109,967

{,269,365
1,1.49,275,9L2
3,383,219,995

229,117,145
3,756,120

14L,244,0221

226,377,990
2,739,165

279,279,454
339,797,069
926,379,003

2,976,405
136,912,569

1,685,333,/t9g

909,556,264
720,796,003

10,734,144
474,109,967

819.871

-.;a-
995,692,239

3,110,699,391

242,492,329
12,252,045

(48,591,914)

=EEEEE=E-EEE

237,629,079
4,953,250

13,385,184
8,495,925

(7,347,9921

14,513,217 191,629,2/8 206,142,460

11,,251,700
2,7L4,094

13,365,194 229,117,145 242,92,329At30thJune2020

JJ

E=EEE=EE=EB-
==EE===e====
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34 RENREIIEiITBE{EITOBUGAIIOiIS

Ihe company also contributes to the statutory Natlonal Soclal Security Fund (NSSF). This is a defined contribuUon scheme
registered underthe NatlonalSocialSecuf$Act. The company's obllgatlon underthe scheme ls llmlted to specific contributions
legslated from tlme to time and ls cunently at Fshs200 per employee per month.

35 PROVISIONFORI.EAT'EPAY

Balance at beglnn,ng ofthe year

Additiona/(Reduction ofl provision at end of year

Leave pald out or utilised durlng the year

21,922,L09
(1,193,099)

15,757,002
7,133,617
(962,505)

38

Balance at ond of fte year 20,72g,Oll 21,922,109
============

Provision for annual leave pay ls based on seryices rendered byfull-time employees up to the end of the year.

DMDB{DSPAYABI..E

Ihe balance of dividends payable relates to unclaimed dividends o12007/2002 financialyear, payable to ordlnary
shareholders. The balance as at 30thJune 2021was Khs. 9,699,787 (2020: Kshs. 9,699,787 ).

37 TIOIESIOIIIESTAIffiE{TOFCASHFLOWS

(a) (a) Reconciliation of operating profit/(loss) to cash generated ftoml(used ln) operations

Operating profit/0oss)
Depreciation
Nucleus Btate cane
Fair value (galn)/loss on valuation of biologlcal assets
(Gain)/loss on disposalof fixed asset
Earned interest income
Accrued interest expense
lnterest and penalties on tax and pension arrears

Retirement benefit expenses
Staff leave provision

Bad and doubtful debt
Accrued expenses

0peratlng profit/(loss) before working capital changes

(lncrease)/decrease in inventories
(lncrease)/decrease in trade and other receivables

lncrease/(decrease) in trade and other payables

(84,506,795) (329,299,209)

(549,280,557)
154,804,063
88,637,039

(38,569,783)
6,L74,775
(518,630)

78,000,260
188,695,945

L2,252,045
(1,193,099)
21,017,699

(44,526,430)

(54,934,250)
(1 16,719,158)

243,123,745

(13,036,/UA

(694,566,052)
154,356,102

69,477,725
(90,790,795)

2,135,094
(3,015,723)
37,191,750

174,993,311
4,953,250
7,133,611
6,011,667
5,032,440

54,390,604
(25,401,654)
319,237,017

19,9L7,757Cash generated fioml(used ln) operaUons
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37 NOIESTOIHESTAIEMtriITOFCASHFLOWS

(b) Analysls of danges ln loans

Balance at beglnningi of the year

Receipts during the year

Repayments durin( the year

Repayments of previous year's accrued interest
Forel(n exchange (galns)/losses
Accrued lnterest

Balance at end of the year

(c) Analysls of cash and cash equlvalenb

Shortterm deposits
Cash at bank
Cash ln hand

Balance atend of $e year

(d) turalyrtsoflnbmtpatd

lnterest on loans (note 14)

lnterest on bank overdraft (note 14)

Balance at beginning ofthe year

Balance at end ofthe year (note 35(b))

lnterest paid

(e) Analysls of dMdend pald
Balance at beglnnlng of the year
Pald duringthe year

Balance at end ofthe year

Dividend paid

3,592,742,5L5
0

11,4,128,684)
0
0

78,000,260 37,191,750

3,648,614091 2,679,237,305

2,650,995,339

5,032,440
(14,992,2231

==--=_-====_-==

77,702,943
359,567

-rB==E=E-=e=

37,191,750

37,191,750
905,069,697

(941,696,959)

563,499
E=IB----=BE=EE

9,699,797

(9,699,787)

(53,634,08i:l)
995,364

(52,G18,719) u,092,510
EEEEAEEEBEE=

78,000,260,2
0

79,000,260
g4l,696,g5g

(1,019,697,219)

9,699,797

(9,699,797)
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38, REAIEPARIYDTSCToSURES

(a) Govemmentof lGnya

The Govemmentof Kenya ls the prlnclpalshareholderof the Company, hotdlng 100% of the Company's equlty lnterest.

Other related parties include:

l) Ihe Parent Minlstry;
i0 CoungGovernment of Klsumu

lil) Key management;
iv) Board ofdirectors;

O llansacilonsxfth mlabd pades

',it\\:t1 qtyI.i)'{i)'i;,'.jri,.l i

a) GralGfrom$eGoYommont

Grants from NaUonal Govt

Total

b) KeymanagementoompensaUon

Dlrectorc' emoluments
Compensation to the CEO

Gompensatlon to key management

Total

==a====E====

87,000
4,723,263
3,320,232

74,541,779

74,541,779
====Ee=egE==

4,342,742
9,159,622
3,320,232

9,130,495 16,921,596
============ ==E=========

39 CAPITALCOMMMIE{IS

capital commitments at the year- end for which no provision has been made ln these financlal statements are:

Amounts authorised and contracted for
Amounts authorized but not contracted for
Less: Amounts included in Work in progress 22,252,033 7,235,542

22,252,033 1,235,542
============ ============

Ihe capital commitments relate primarily to immature bearer plant which is plant cycle sugarcane of 0 to 6 months.
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40 CO]TIINGEI{TIIABITMES

47

Ihe Company ls a defendant in vailous lltlgatlons and clalms which arose in the ordinary cource of buslness and whose amounts
are shown below:

tegal claims against the Company 433,207,595 660,000,000

433,207,595 660,000,000
E=EE=EE=E===

=C==EE=E E=EE

A provislon of 10% 12020: 10%) of thls amount has been made ln the book as the direc'tors belleve, based on lnformatlon
cunently avallable that the ultlmate resolutlon of these legal prcceedings ls not likely to have an effect in the operations of the
Company that ls materially at variance wlth the amount.

GOTNGCONCERI{

Ihe Company's cunent liablliUes exceeded lts cunent assets by 5,580 million as at 30th June 2021, (2020:Ishs 4,742 million).
ln addltlon, the Company lncuned a loss of [shs. 549 mllllon duting the year (2020: Kshs 694 milllon) brlnglng the cumulative
loss to lGhs 8,296 million by 30ttt lune 2027. The bulk of cunent and non-cunent liabilities are owed to Kenya Revenue
Authority and Commodlties Fund respectlvely. The Company has been inconslstent ln remlttance of taxes and defaulted ln
repayment of loans due to cash flow constraints ailslng from operaUons below capacity because of sugarcane shortage and
factory inefficlency following 8 yearc of operation without any maJor malntenance.

As stated ln note 31, prevlous settlement demands by Commoditles Fund has been neutralized by the govemment of Kenya,s
initlatlves towards prfuatization of the Company alongslde other public sugar mills. The privatization process lnvolves debt write
offs and waiver of tax penalties and interest on outstanding taxes to restucture and make the Companies' balance sheets
attractive to prospective investors. The govemment has not revoked a letter issued to KRA by National Treasury in December
2015 putting on hold tax ctaims amounting to lGhs.1.9 bllllon until completion of privatization process. Pdvauzaflon is also
expected to result into lnJection of investment funds lnto the factoty to enhance efflclency of operations.

Meanwhite, sugarcane development and husbandry has greatly lmproved followlng Elovemment interyentlon in 2019/2020 by
paying farmers arrears. As a result, cane supply to the factory dudng the year was 3.5 times higher than prevlous year and was
the highest in 7 years. Consequently, the Company posted a reduced loss and forecasts even better peformance the following
year. Ihis has been enhanced by the recent diredive by the president of Kenya during Mashujaa day celebrations of 20rh

Oc.lober 2A27 that Fshs.1.5 billion be allocated towards supporting maintenance of Kenyan pubtic sugarfactories and payment

of farmers arrears.

lf above lnteruentions are fully implemented, the uncertainty as to the Company's abili$ to continue as a going concern to realize
its assets and dlscharge lts llabllitles ln the normal course of business.
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Ihe Companfs activities expose it to a variety of financlal risks lncluding credit and liquidity risks and effects of changes ln
forel(n currency, The company's overall risk management proglamme focuses on unpredictabllig of changes in the business
environment and seeks to minlmlze the potential adverse effect of such risks on its performance by sefting acceptabte levels of
risk. The company does not hedge any risks and has in place policies to ensure that credit is only extended to customers with an
established credit history. The Company's financialrisk management objectives and policies are detailed below:

0 Grcdltdsk

The Company has exposure to credit risk, whlch is the risk that a counterpafi will be unable to pay amounts ln full
when due. Credit risk arises from cash and cash equivalents, and deposits wlth bank, as well as trade and other
recelvables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account lts financial poslfion, past experience
and other factors. lndividual rlsk limits are set based on lnternal or external assessment ln accordance with limlts set
by the directors. The amounts presented in the statement of financlal positlon are net of allowances for doubtful
receivables, estimated by the company's management based on prior experience and their assessment of the current
economic environment.

The canying amount of flnancial assets recorded ln the financial statements representlng the Company's maximum
exposure to credit dsk without taking account of the value of any collateral obtalned ls made up as follows:

lGhs lGhs Fshs
At30June2021
Receivables from exchange transactions

Receivables from non-exchange tlansactions

Bank balances

Tohl
At30June2020
Recelvables from excha nge transactions

Receivabtes from non-exchange transactlons

Bank balances

Total

486,417,187
305,687,743
(53,632,583)
738,4661348

477,642,668
327,487,790

I1,704,444
818,828,891

39,692,009
244,576,345
(53,632,593)

23O,625,770

33,932,994

266,370,391
77,704,444

311,907,909

446,729,179
61,111,399

0
507,940,577

443,909,694

61,111,399

0

504,921,092

tGt

446,729,li
61,111,3!

507,940,57

443,809,6t
61,111,3S

504,921,0t

0 Crcdltdsk(Con0nued)

The customers under the fully pedorming category are paying thelr debts as they continue trading. The credit risk
associated with these receivables is minlmal and the allowance for uncollectlble amounts that the company has
recognised in the financialstatements is considered adequate to cover any potentially lrrecoverable amounts.

The Company has significant concentration of credit risk on amounts due from farmers ln relation to amounts
advanced forcane development, Much ofthis has been providedfor.

The board of directors sets the company's credit policies and objectives and lays down parameters within which the
various aspects of credit risk management are operated.
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l[ Uquldlsrlskmanagomort

Ultlmate tesponsibllity for llquldtty tisk management rests wlth the Company's dlrectors, vyho have bullt an appropriate
llquidity rlsk management ftamework for the management of the Company's short, medlum and tong-term fundin( and
llquldity management requlrements. The Company manages liquidi$ rlsk through contlnuous monitoring of forecasts and
actual cash flows.

lhe table below represents cash flows payable by the company under non-derlvauve flnanclal liabilitles by their remaining
contractual maturitles at the reporting date. The amounts dlsclosed ln the table are the contractual undiscounted cash
flows. Balances due within 12 months equat thelr carrylng balances, as the impact of discountlng is not signlficant.

At30June2021
Trade payables

TaxAnearc
0ther Payables

Curent portlon of bonowlngs
Provlslons

Deferred lncome
Employee benetit obligatlon
Total

At30June2020
Trade payables

TaxArrearc

0ther Payables

Cunent portion of bonowings
Provisions

Defened income

Employee benefit obligation

Total

53,913,225
45,443,971

m
m
xxx

EX

)00(

)0r
)0c(

X)c(

Xxx

Xcr

42,047,9!2
16,985,659

)c0(

m
Dfr
E

)00(

m
Dc(

xu

)c0(

p0(

m(
xxx
p0(

m

527,529,976
2,171.,613,M2

34,949,930

623,490,112
2,233,943,073

134,949,930
0

7,L70,004,923
724,549,312
206,142,460

4,492,979,911

)oq 619,065,522

2,115,016,149

136,912,569
nu 74,128,684
ro( 1,017,604,941
)il 99,882,408
)oo( 242,482,A29
xx 4,245,092,002

[lD Ma*et dsk

The board has put in place an intemal audft function to assist it ln assessing the risk faced by the entig on an ongolng basls,
evaluate and test the deslgn and effectiveness of its internal accountlng and operational controls.

Matket risk is the risk arising from changes in market prlces, such as lnterest rate, equity prices and foreign exchange rates
which will affect the entity's income or the value of lts holding of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while optimising the return.
0verall responsibili$ for managing market risk rests with the Audit and Risk Management Committee.

The company's Flnance Depaftment is responsible for the development of detailed risk management policles (subject to
review and approval by Audit and Risk Management Committee) and forthe day-to-day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it manages and measures the risk.
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010 Madotdsk(Contnued)

a) Fonlgncumncydsk

The Company has transactlonal cunency exposures. Such exposure arlses through purchases of goods and serylces
that are done in cunencies otherthan the local cunency. lnvoices denominated in foreign cunencies are paid after30
days from the date ofthe lnvoice and converslon at the time of payment ls done using the prevalllng exchange rate.

The carrying amount of the Company's forelgn cunency denomlnated monetary assets and monetary liabilities at the
end ofthe repofting pedod are as follows:

,

At30June2021

Flnanclalassd

Cash

Debtorc

FlnanclalUablllUes
Trade and other payables

Bonowlngs

31,390,821

823,681,904

855,072,725
2,439,392

a/Nl8,392

31,390,921

826,L2A,296

857,511,L17

5,239,311,043 6,097,567 5,245,40g,6103,646,614,091, - 3,646,614,091
9,992,02:2,701 6,097,5S7 g,gg2:,02:2,701

Ihe Company manages forelgn exchange rlsk form future commercial transactions and recognised assets and
llabllities by proJectlng for expected sales proceeds and matching tle same with expected payments.

(llD Mad<etdsk(ConUnued)

b) lrTbr€strsts rlsk

lnterest rate rlsk ls the risk that the Company's financial conditlon may be adversely affected as a result of changes in
interest rate levels. Ihe company's interest rate risk arises fiom bank deposits. Thls exposes the company to cash flow
interest rate risk. The interest rate rlsk exposure arises mainly from interest rate movements on the company,s
deposits.

Managementof interest rate risk
To managethe interestrate risk, management has endeavoured to bankwith instftutions thatofferfavourable interest
rates.
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42 Flilnl{GUttRISKMrWlcEltlE[fGonUnue0

I0. Caplbl Rhk Managiomem

Ihe obtec{lve of the Companfs capital rlsk managementls to safeguanl lts ablll$to contlnue as a golng concem.Ihe
Company capital structure compdses of the followlngfunds:

tilcoP0RAnoN

Ihe entity ls incorporated ln Kenya underthe Kenyan Companies Act and ls domlclted in Kenya.

ET'BIIS AFIMfl E RFONMNG PMrcD

There were no material adJusting and non- adJusting events after the reporting period.

CURRE{CY

Ihe flnancialstatements are presented ln Kenya Shllllngs (lGhs).

t :i

/fi}

M

45

4.6t4.544.226Revaluatlon reserye 4,6t4,544,226
(8.295.955,399)Retalned eamin(s _ (7,746,674,9411

2L1,591,620Capltal reserve 211,591.620

t3.469.819.553'.tToblfttnds e,920,539895t

3.646.614,091Total bonowln(s - 3,569,613,931

52,638,719[ess: cash and bank balances (12,062,510)

3,699,252,810Net deW@mes cash and cash equhalents) 3,559,551,321
t8l2*GeailnI 5sgx
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