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RIV,ATEX EAST AFRICA LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3O" JUNE 2013

CORPORATE INFORMATTON

I. ESTABLISHMENT / INCORPORATION

Rrvatex East Afrrca Lrmited (REALI r5 rncorporated as a limited liability company under the companres Act
cap 286 and tts operations are also regulated rn accordance with the state Corporations Act. lts rhareholders
comprise of Moi Unrverstty with ninety nine percentum (99o/o) shareholding and Moi Universrty Holdings
with one percentum (lolo) shareholding.

The company wa5 incorporated as Rift Valley Textiles Limited (RIVATEX) at incepticn in the year ninereen
seventy six (1976) up to its collapse in the year nineteen ninety eight (i99g) owing to riberarization of the
textiles industry' Moi University acquired the company in the year two thousand & seven (2oo7) mainly for
tratning, research. extension purposes as weil as for commercial purposes.

2. IN5TITUTIONAL DETAIIJ

PRINCIPAL PL\CE OF BUsINE55

Kipkaren road. off Eldoret- Kisumu road,
P.O. Box 4244 - 3OIOO,
Eldoret.

BA.NKERS

Equity Bank of Kenya ltd..
P.O. Box 22tO- 3OIOO.
Tel: +254-053-206090Z
Fax; +254-053-2031777
E-ma il:joseph. mu iru ri @ equitybank.co. ke
Website: y yt&ezuflybe1k co.ke
Eldoret.

SoLrctToRS

Kalya and Company advocates,
Sagong house. 2"d floor,
P.O. Box 235-30lOO.
Eldoret.

AUDITORS

The Auditor Ceneral.
P.O. Box 3O084-00l0O,
Tel; +254-O2O-34233O
Fax. +254-O2O-311482
E-mail: cag@kenyaweb.com
Narrobi

Kenya Comrqercial Bank ltd.,
P.O. Box 560- 30tOO.
Tel; +254-053-2062241/2
Fax: +254-053-2061259
E-mail: xretailmngreld@kcb,co.ke
Website: www. kcbbankgroup.com
Eldoret

CORPORATION SECRETARY

Jacqueline Manani (Mr:),(CPi), LLB,

Kipkaren road, off Eldoret- Kisumu road
P.O. Box 4744-3O1OO.

Tel: +254- 053-43184
Fax: +254- O53-43O74
E-ma il : lega loffice @ rr u. a c. ke

Webstte:,arww.mu.ac.k3
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RIVATEX EAST AFRICA LIMITED

FtNANctAL STATEMENTs FoR THE yEAR ENDED 30" JUwt 2013

3. VISION. MISSION & CORE VALUES

OUR CORPORATE VISION

To be a leader rn textilel technology. innovation and production for development and socio-economic well

berng.

OUR CORPORATE MISSION

To satisfy customer needs through innovation. development. manufacture and conversion of textile products.

OUR CORE VALUE5

r Maintain efficiency in production and service delivery at all times

. Uphold honesty, integrity and courtesy in all actions

, Comply with all relevant legislations. legal requirements and set procedures

o Attach great importance to the contributions by all. build sustainable relationships and share comPany's

JUccess with stakeholders

. Observe human rights and equality for all, while respecting the dignity of individuals

r Attach great importance to team work and consultative approach to management

. Remain cornmitted to fulfilling the company's goal and objectives and the sarne shall take precedence

over individual interests.

. Encourage and reward achievement and innovation by staff

. Conform to high standards in respect to work performance, product requirements. operational

procedures, health and safety. environmental issues, Sovernance and ethics

4, CORE BU5INE55 OF THE COMPANY

The company's major objects as set out in the company's Memorandum and Articles of Association

includes textiles manufacturing, training, research and extension.

The company is the only institution in Africa that incorporates textiles research, training and

manufacturing.

5. BOARD OF DIRECTORS

1. Mr. Shem O. Wandiga. CBS

2. Prof. Richard K. Mibey, FWIF. EBS

3. Mr. Thomas K. Tuei

4. Mr. David K. Mbugua (alternate - Mr. Patrick Nyaga)

5. Dr. John T. Cithaita
6. P5-National Treasury (alternate - Ms' Lucy W' 6itundu)

7. P5-Ministry of Education (alternate - Mr. Michael Kahiti)

8. P5-Minirtry of Industrializatron & Enterprtle

Development ' (alternate Mr. Hezekiah Okeyo)

9. Dr. David R. Tuigong

-Chairman
- Member
- Member
-Member
- Member
- Member
- Member

- Member
-Managing Director 6

5ecretary to the Sou.d
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RIVATEX EAST AFRICA LIMTTED
FINANCIAL STATEMENTS FOR THE YFAR ENDED 30" IUIVE ZOT36. CORPORATE GOVERNANCE

Finance and General purposes committee members

1. Mr, patrick Nyaga Chair

2. Ms. Lucy Citundu

3. Mr. Michael Kahiti

4. Mr. Thomas Tuei

5. Dr. David R. Tuigong

The commiltee is responsible for recommending financial policies, goals, and budgets that support themission' values. and strategic goals of the organization. The committee also reviews the organization.sfinancial performance against its goals and proposes major transactions and programs to the board.

Audit and Risk Management committee members

I. Mr. Thomas Tuei Chair

2. Ms. Lucy C,itundu

3. Mr. Hezekiah Okeyo

4. Prof. John 6ithaiga

The committee reviews the approPriateness of the company's accounting policies as well as monitoringand assessing the role and effectiveness of the lnternal Audit function and receiving reports on thesematters' The comrnittee also reviews and monitors the integrity of the company's annual financialstatements and any formal announcements relating to the company's financiat performance, includingsignificant financial reporting judgements contained within them.

Production. Operationr and Technlcal commtttee

L prof. John Cithaiga Chair

2. Mr. patrick Nyaga

3. Mr. Hezekiah Okeyo

4. Mr. Michael Kahiti

5 Dr. David R. Tuigong

This committee is charged with responsibility of reviewing from time to time procuction. marketing andcapital expenditure plans including research projects. lt aiso reviews proposals fcr capital developmentlto enhance capactty and expand 6usiness reach. ln addition the committee appraises capital budgets forall hardv"'are and software purchases for recomrnendation to the Board.

Human Resources. Recruitment and Training committee

I. Prof. Richard K Mibey Charr

2 Prot. John Crtharga

3 Ms Lucy Crtundu
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RIVATEX EAST AFRICA LIMITED

FrI{ANctAt sTATEMENTs FoR THE yEAR ENDED got'.lutuE 2ot3
3. Ms. Lucy 6itundu

4. Mr. Hezekiah Ol<eyo

5. Dr. David R. Tuigong

The objective of the Human Resources Committee is to assist the Board in discharging its duty to oversee
the establishment of appropriate Human Resources policies and strategies that provides the Company
with the capability to achieve its short and long term business objectives.

Paee 5 of 37



RIVATEX EAST AFRICA LIMITED

FINANCIAL STATEMENTS FORTHE YEAR ENDED 3OTH JUNE 2OI3

BOARD OF DIRECTORS

Prof. Shem O. Wandlga, FKNA5
Chairman

T
Mr. MlchaellGhltl
Alternate -PS -MoE

Prof. Richard K Mlbey, FwlF, EBS

Vice Chancellor Moi University

Alternate -PS-MolED

Thomas Tuei
Director

Lucy W. Gltundu
Altemate- PS-National Treasury

Prof. John T. Glthalgs
Director

Dr. Rlchard B. Kipong
PS-Ministry of Education

Dr. Mlson Songa
P5-Ministry of lndustrialization &

Enterprise Devt

Dr. tGmau Thugge
PS-National Treasury

Mr. David Mbugua
Director Kenya Forest Service

Mr. Nyaga

Alternate-Director KFS

Dr. Davld R. Tulgong
Managing Director
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RTVATEX EAST AFRICA LIMITED

FTNANcTAL STATEMENTS FoR THE yEAR ENDED got'JUNe 2013

MANAGEMENT TEAM

1. Dr. David R. Tuigong

2. Joseph K. Sum

3. Simon K. Too

4. Titus K. Krpkemboi

5. Josphat Cheruiyot
6. Allan K. Biwott
7. Selah Maru
8. Amina Yusuf

9. Peter Mugo
lO. Hosea K. Kangogo
11. Victoria M. Muthami

Managing Director

6eneral Manager

Mill Manager

Chief Accountant

Processing Manager

lnternal Auditor

Sales & Marketing Manager

Quality Control Manager

Preparation & Weaving Manager

Engineering Manager

Finished Goods Manager
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RIVATEX EAST AFRICA LIMITED
FTNANctAL STATEMENTS FoR THE YEAR ENDED 30* JUwE 2013

CHAIRMAN'5 STATEMENT

5hareholders

I am sincerely priviledged to table this annual report for the year ended 3Orh June 20I3.

This financial year, we continued to implement our strategic objectives to guice Rivatex through the
challenging trading environment. we remain committed to building a successful company by addressing
emerging issues, driving operational excellence in the business; strengthening our trade-channel capability
and growinS our portfolio. We managed our costs prudently, ensured that we ,:ontinued to meet our
consumer's expectations by providing them with high quality products despite tre machiery challenges
within the processing department.

Financial Perforrnance

The outlook for the textile sector remains challenging especially with steep competition and changing
technology. The company posted a net loss of one hundred nineteen million, two hundrea ana tf,irty
eight thousand eight hundred and ninety three shillings (Kshs. 11g,23g,gg3/-) in 2ol2/2013 financial year.
There is an increasing preference for ready-to-wear products which has heightened the pressure to align
the company's capacities towards meeting this new trend through continuous capacity enhancement of
the apparels section.'This will enable the company sell its products at higher margins than when sold as
rolls' Product innovation and design development will be focused on for improved market share and
better volumes will be another area of attention going forward. We will improve on our efficiency
within the business so that overheads are kept under control whilst good governance and compliance
will remain uncompromised.

Board Changes

Mr. Evan Mwai who has been the Chairman of the Board since 2OO7 retired in Noverrnber 2012. Also
Mr. David Mbugua appointed Mr. Patrick Nyaga to be his alternate in the Board. Mr. Nyagah is an
accountant by profession and is the Senior Deputy Director in charge of Finance and Administration at
Kenya Forest 5ervice.

Overview of Business Environment

After a peaceful election and transition in 2013, growth is projected to rise from 4.6 percentum recorded
in2012 to 5.7 percentum in 2013 and 5.O percent in2Ol4, supported by lower irterest rates and higher
investment trowth.

The global textile industry is growing at a faster rate especially after the post quota system era of world
textiles trade. Analysts are anticipating more expansion with latest technologies in textile machinery. The
textile machinery manufacturing hubs like China, 6ermany. ltaly, Switzerland and India have already
jumped in gigantic competition to craft and bid best technologies in textile machines. lt is estimated that
the global value for textile machinery is estimated to reach Kshs.1.95 trillion by 2017 owing to increasrng
demand for sophisticated machines that produce high quality cloth.

The government in line with the Vision 2030 goals plans to create 500.000 jobs in the textile industry in
the next two years from the current 35,000. Currently second-hand clothes sectror employs three times
more workers than the local textile manufacturing industry. According to the African Cotton and Textile
lndustries Federation, Kenya also imports more than 3O,OOO containers of clothes annually. To reveise
this trend the government is in the process of introducing various policy interventions to boost textile
production through the Ministry of Industrialization with the sole aim of reducing the challenges
hlndering investrnents in the sector.
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RIVATEX EAST AFRICA LIMITED
FTNANcIAL STATEMENTS FoR THE yEAR ENDED 30* JUNE zol-3

The government has also put in place state institutions' procurement legislations that are geared towards
encouraging local production in order to increase manufacturing output in the economy. lt's therefore
encouraging to take note of these positive developments and rmplement plans that will enable the
comPany take advantage of in order to become profitable. The ongoing modernization initiatives are
expected to Iead to increase in sales and lower cost of production thus be able to compete favorably in
the market.

Like the previous financial years the company has continued to attract financial and technical support
from the Sovernment and its agencies including the government of India which is in the process of
advancing Kshs.4.l billion shillings for complete upgrade of all machinery.

The company during the year continued to received orders from the market some of which due to the
state of the machinery it was not able to dispatch goods as requested and on time. The company's
quality products and solid reputation shall enable it retain the existing customers and attract more as it
continues to modernize its production processes.

Corporate Social Responsibil lty

Rivatex continues to support proiects and causes which positively contribute to the society in which we
conduct our business. We believe that doing the right things, by our colleagues, their families and our
neighbours, in terms of decisions and actions, shape our success. We continue to support the charities and

Proiects that we believe in and involvement in our community. This will eniure our sustainability and
competitiveness into the future.

Future Outlook

We always endeavor by our products to give curtomers the value they are looking for without
compromising quality. Rivatex continues to stand for quality textiles going forward. We believe that the
strategies that we are implementing and objectives that we are pursuing will guide the company to
Sreater heights of profitability. The government is also fully committed to reviving the cotton sector to
create jobs and ensure growth in the manufacturing sector in order to achieve the tenets of the Vision
2O3O dream.

As a first priority as we look forward to a fruitful 2013/2014 financial year the company expects to fully
modernized the processing department before embarking on modernizing all other production processes.

We will act swiftly to take up opportunities in order to deliver superior shareholder value. We will
continue to deliver on strategies that are aimed at creating long term sustainable growth.

Appreclation

On behalf of my fellow Directors. I wish to acknowledge the support and guidance of the shareholders. I

also want to pass my gratitude to the Management and Staff for their dedication and commitrnent to our
collective deterrnination to grow and become the leading textile manufacturer locally and

internationally. Finally I wish to express my profound gratitude to my colleagues on the Board for the

confidence they have bestowed in me. The task ahead is challenging and I count on their support and

cooperation as we jointly drive this company to prosperity.

Thank you.

Prof. Shem O. Wa
Chairman
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RIVATEX EAST AFRICA LIMITED

FTNANcIAL sTATEMENTs FoR THE yEAR ENDED 30" JUrue 2ot3
MANAG ING DIRECTOR'5 STATEMENT

Financial Results

Allow me to present the financial statements for the year ended 30'r June 2013. During the financial year

the cornpany encountered various operational challenges that led to a thirty six percentum (35olo)

decline in turnover from ninety four million two hundred and thirty three thousand and eighteen
shillings (Kshs.94.233,018) to sixty million six hundred and thirty seven hundred qnd sixty three (Kshs.

60,630.763) and consequently a net loss of one hundred nineteen million, two h,rndred and thirty eight
thousand eight hundred and ninety three shillings (Kshs. 119.238.893/-). This wa; largely due a drop in

sales volumes resulting from machine break downs that left the company to concentrate on producing
printed articles which are seasonal and low in volumes. The state of the machinery also added more
production costs thus depleting resources through reprocessing of fabrics seveeral times to achieve the

right colours or quality therefore leading to increase in amount of dyes used per unit of production.
stearn. energy and labour.

The company has swiftly moved to address this challenge through acquisition of new machinery with the
jigger dyeing machine expected to be operationalized by the second quarter of 2O13/2O14 financial year.
This will enable the company supply dyed fabrics having stopped producing them in this financial year
due to obsolescence of the old hot flue dying machine. This will help reduce costs resulting from
inefficent machinery and bring down the time taken to dbliver goods to the market.

The company's financial position grew by fifteen percenturn (15o/o) from nine hundred thirty four million
two hundred and twenty eight thousand two hundred forty five shillings (Kshs. 934,228,245/-) million,
recorded in the previous financial year to one billion, ninety three million eight hundred ninety five eight
hundred an eighty one shillings (Kshs. l, 093.895,881/-). V/e expect to see the company's net assets grow
in the next financial year especially with the acquisition of modern wet procesing machinery among
other modernization initiatives.

Business Environrnent

Rivatex is dealing with changes in its trading environment. The challenges relate largely to the influx and
presence in the market of illegal and unfair competition. ln the midst of these challenges, Rivatex
continues to work towards implementing strategies that will enable it position itself in order to benefit
from available and future market opportunities and move away from being dependent on the raw
woven fabric rolls through value addition and diversification to high value textiles.

Production Ca pacity Enhancement

We see a huge potential in the Kenyan textile industry and continue to have po;itive projections on its
Srowth pattern. We also constantly strive to improve our efficiencies. These considerations have
continued to drive our investment in our production departments through acqui:ition of state-of-the-art
machinery in phases along the integrated mill. We have continued to invest in tlre plant by refurbishing
our productlon processes and making improvements to it. ln that regard, the Company has spent over
KShs.25O million since 2OlO on modernization and improvements to the factory. This year we acquired a
jigger dyerng machine that will increase the capacity of wet processsing deparlment. The investment is

expected to accrue cost savings, increase efficiency and reduce delivery time. We will continue to look
for more oPportunities to further improve our processes in terms of efficiency and cost reduction in
order that we may positively contribute to our bottom line.
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RIVATEX EAST AFRICA LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUIVE ZOT3

Appreciation

I wish to tlrank the Board' shareholders, the government, donors, partners, our esteemed customers.
employees and other stakeholders for their commitment and efforts, without which the company
wouldn't be this far.

Thank you.

Dr
Managing Director

\
t
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RIVATEX EAST AFRICA LIMITED

FTNANCTAL STATEMENTS FoR THE yEAR ENDED 3ot'JUNE 2013
MANAGEMENT REPRESENTATION

TO: THE AUDITOR-GENERAL

DATE

This representation Ietter is provided in connection with your audit of the financial statements of Rivatex (E.A)
Ltd for the year ended 3oth June 2013 for the purpose of expressing an opinion as to whether or not the financial
statements present fairly, in all material respects, the financial position of the Company a: at 3Oth June 2Ol3 and
the results of its operations and its cash flows for the year then ended in accordance with IFRS and the
Company's Act Cap.485, of the Laws of Kenya.

We acknowledge our responsibility for the accuracy of the accounting records and the fair presentation of the
financial statements and we confirm, to the best of our knowledge and belief. the following representations
given to you in connection with your duties as auditors of Rivatex (E.A) Ltd. for the year ended 3oth June 2O13.

l. Accounting policies
l.l The accounting policies used bythe Company are as stated in the financial statements and are consistent with

those of the previous year.

2. Accounting records and transactions
2.1 We have made available to you all books of account and supporting documentation and all minutes of

meetings and no such information has been withheld.
2.2 The financial statementi are free of material misstatements including omissions. There are no material

transactions that have not been properly recorded in the accounting records underlying the financial
statements.

2.3 We have no plans that may alter materially the carrying value or classification of assets and liabilities
reflected in the financial statements.

2'4 Except as disclosed in the financial statements, the results of operations for the year were not materially
affected by transactions of an extraordinary or abnormal nature or of a sort not usually undertaken by the
Company or items relating to a prior year.

2'5 All transfer payments have been properly completed and accounted for and have been recorded in the
proper period.

2'6The lncome Statement reflects a complete record of all expenditure relating to the financial transactions of
the budgetary vote under our control as well as all allocated funds (budgeted, adjustments and grants
received from 6overnment).

2'7 The information required by lnternational Financial Reporting Standards and which have been disclosed in
the schedules are complete and free of material misstatement.

2'8 The budget has been prepared in accordance with the relevant regulations and instrucions and is in line with
set criteria and objectives.

2'9 Personnel expenditure represents payments in respect of services which have been reMered to the Company
by employees on the payroll of the company.

i. Assets
i'1 We have no plans or intentions that will result in any excess or obsolete inventory.
!'2 The Company has satisfactory title to all assets, and there are no liens or encumbrances on the Company's

assets in favour of third parties.
1.3 All assets were maintained and were stored in good condition during the financial yeai.l'4 The current assets in the financial statements are expected, in our opinion. to produce at least the amounts atwhich they are stated. Adequate provision, in our opinion, has been made against all amounts owing to thecompany which are known and may be expected to become irrecoverable.

. Liabilities
I The Cornpany has complied with all aspects of contractual agreements that could have a material effect onthe financral statements in tlrc

requirements of regularity autho
event of non-compliance.

I

event of non-compliance. There has been no non-compliance with
rities that could have a materral effect on the financial statements in the

Page 72 of 37
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RIVATEX EAST AFRICA LIMlTED

FTNANCTAL sTATEMENT5 FoR THE yEAR ENDED 30" Juwg zot3

4.2 We have recorded or disclosed, as appropriate, all liabilities, both actual and contingent, and but there are
no all guarantees that we have given to third parties. We are not aware of any pending or threatened
litigation, proceedings, hearings, claims or negotiations which may result in significant loss to the Company.

4.3 There have been no events subsequent to period end that require adjustment of or disclosure tn the financial
statements or notes thereto.

4.4 We are not aware of any capital expenditure projects entered into without a legal contract. There were no
purchase commitments in excess of normal requirements or at prices in excess of prevailing market prices.

5. Other matters
5.1 There have been no irregularities involving management or employees that have a significant role in the

accounting and internal control systems or that could have a material effect on the financial statements.
5.2 AU known, actual or possible, non-compliance with laws and regulations, the effects of which should be

considered when preparjng financial statements, have been disclosed to the auditors.
5.3 The Company has not incurred any unauthorized expenditure during the year under review, except as

disclosed to the auditors.
5.4 Except as disclosed in the financial statements. no transactions involving manatement and others requiring

disclosure in the financial statements have been entered into. We confirm the completeness of the
information provided regarding the identification of related parties. The identity of, and balances and
transactions with, related parties have been properly recorded and, when appropriate, adequately disclosed
in the financial statements.

5.5 The required tender procedures have been followed and no commissions have been received by any
employee of the Company.

5.6 We operate a manual accounting system. We have taken the necesrary steps to ensure that the system is
secure and can be relied upon, though we have plans underway to replace the same with IFMS.

E
\

Dr Tu
Managlng Dlrector
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RIVATEX EAST AFRICA LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" JUruT 2OT3

STATEMENT OF DIRECTORS' RESpONSlBrLtTtES (

The directors are responsible for the preparation and presentation of the financial statements of Rivatex
East Africa Limited set out on pages lB to 35 which comprise the Statement of Financial position as at
30th June 2ol 3' the Statement of Comprehensive lncome, Statement of Cash flcws and Statement of
Changes in equity for the year ended 3oth June 2013, and summary of significant accounting policies and
other explanatory notes.

The directors' responsibility includes: determining that the basis of accounting described in note I ia an
acceptable basis for preparing and presenting the financial statements in the circumstances: designing.
implementing and maintaining internal control relevant to the preparation and presentation of these
financial statementr that are free from material misstatement, whether due to fraud or error: selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Under the Companies Act Cap 486, the directors are required to prepare financjal statements for each
financial year which give a true and fair view of the state of affairs of the compa-ry as at the end of the
financial year and of the operating results of the company for that year. lt also requires the directors to
ensure the company keeps proper accounting records which disclose with reasonable accuracy the
financial position of the company.

The directors accept responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates, in
conformity with International Financial Reporting Standards and in a manner required by the Companies
Act CaP 486. The directors are of the opinion that the financial statements give a true and fair view of
the state of the financial affairs of the company and of its operating results.

The directors further accept responsibility for the maintenance of accounting recorCs which may be relied
upon in the preparation of financial statements, as well as adequate systems of internal financial control.

The directors have made an assessment of the company's ability to continue as a going concern and have
no reason to believe the company will not be a going concern for atleast the next twelve months from
the date of this staternent.

Approval of the financlal statementt

The financial statements, as indicated above were approved by the Board of Directors on27th September
2013 and were signed on its behalf by:

l

I

DIRECTOR DIRECTOR
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RIVATEX EAST AFRICA LIMITED

FTNANcTAL STATEMENTs FoR THE yEAR ENDED 30" JUNE 2oL3
CORPORATE GOVERNANCE RESPONSIB ILITY

Corporate Sovernance is the process and structure by which companies are directed and controlled and
held accountable in order to achieve long term value to shareholders taking cognizant of the interest of
other stakeholders.

The Board of Directors of Rivatex East Africa Limited is responsible for the governance of the company
and is accountable to shareholders for ensuring that the company complies with the law and highest
standards of business ethics and corporate Sovernance. Accordingly. the Board attaches very high
importance to the generally accepted corporate governance practice and has embraced the
internationally developed principles and code of best practice of good corporate governance.

Board of Directors

The roles of the Chairman and the Managing Director are distinct and their respective responsibilities
clearly defined.

The Board comprises of nine directors of which eight of them are independent non-executive including
the Chairman. The Board defines the Company's strategies. objectives and values and ensures that
procedures and practices are set in place to ensure effective control over itrategic, financial. operational
and compliance issues. The directors bring their diverse experience and qualifications into the Board's
deliberations.

Except for direction and guidance on general policy, the Board has delegated authority of its day-to-day
business to the Managing Director. However the Board is responsible for the stewardship of the
company and assumes responsibility for the effective control of the company.

Board Meetlngs

The Board holds meetings on regular basis while special meetings are called when deemed necessary to
do so. The Board held four regular meetings during the financial year.

Commlttees of the Board

The Board has set up the following four principal committees which meet under well defined terms of
reference set by the Board. This is intended to facilitate efficient decision making.of the Board in
discharging its duties and responsibilities. They are:-

l) Flnance and General purposel committee

2) Audit and Rlsk Management committee

3) Productlon, Operations and Technical committee

4) Human Resources, Recrultment and Tratnlng committee

lnternal audit function

The company has a fully operational internal audit function that is led by a senior member of staff who is
a member of the lnstitute of Certified Public Accountants of Kenya. lnternal Audit monitors compliancewith policies and standards and the effectiveness of internal control structureJ acrois the company
through its audit programmes.

Page 15 of 37



RIVATEX EAST AFRICA TIMITED

FTNANC|AL STATEMENTS FoR THE YEAR ENDED 30* Jurvr 2org
CORPORATE SOCIAL RESPONSIB|LITY 

I

Corporate Social Responsibility

Rivatex is commi-ted to conducting its business in a manner that will accrue social, economic and environmental
befits to the society and other stakeholders. At this juncture despite resource limitations -he company has been
able to contribu-e directly or indirectly to various noble projects. Various requests for various community
projects are usually reviewed and based on the available resources and the expected impact funds are deployed.
We were involved during the year in various community development and environmental projects that rncludes:

Community Development

Women

The Company is committed to ensuring the marginalized in society are empowered both in terms of obtaining
business and life skills. During the year we managed fund Joyful Women Organizatior (Joywo) to provide
business training to its members to the tune of Kshs.250,000.

Youth

The company also provides apparels production training to the youth especially those whc are poor and cannot
proceed to acquire college education. Through funding from donors the company established an apparels
department that also served as a training unit for youth for them to gain skills that will enable them gain
employment or c'Pen their own businesses. 5o far about 40 students have been trained and obtained employable
skills. During the financial year we managed to train five (5) youth at a cost of Kshs.5.0O0 each totalling
Kshs.25,0O0,

Education

During the year LVe manaSed to contribute towards the acquisition of a generator for MEtkei Boys High School.
The school is within Keiyo-Marakwet County which is a major source of the company's woodfuel. During the
year the companv donated Kshs.lo0.ooo towards the purchase of the tenerator.

The company also donated 60 scrapped ironsheets to Songoliet Mixed Secondary School in Uasin 6ishu County
to construct a do-mitory for Form four girls to allow them reside within the school during their Kenya Certificate
rf Secondary Education (KCSE) exams preparations.

Seing the only state insitution that combines textile research, training and manufacturing, many schools. colleges
lnd universities have been visiting the factory for academic excursions. During the fina,:ial year the company
'eceived an averate of 75 visitors per week from within and outside the country. This :nables the learners to
tave first hand knowledge on textile manufacturing.

lxtension seruicet

ihe company established a cotton farm in Mogotio and has been hailed by the local leacers as a factor that has
ed to reduced petty crime rates since most youth are engaged employment both directly and indirectly from the
rroject. We have so far maanged to employ on average over thirty (35) persons per rronth at a casual wage
Jaily rate of Kshs-3OO.

'he Environment

'he global environment conservation is one of the most critical issues that requires concerted effort frorn all
nankind. As a result of global warming we have witnessed unprecedented rising sea levels, climate change. heat
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(

waves, meltrng of glaciers and heavy floodcausing rainfall. Rivatex has made various efforts to play its part rn

going green.

( 'forestation

The company in its quest to help conserve the environment has over l0 acres and tree cover to cater for its future

woodfuel demands. lt is also in the process of acquiring a more efficient boiler that will use less woodfuel whose

benefits will accrue to environmental conservation efforts of the government. lt also seeks as a long tei'm ttrategy

to partner with Kenya Forest Service to cnserve forest within the surrounding counties.

Vlaste management

The company recognises the need to be a caring citizen who conducts its business in an ethical manner. To that

end it has factored in its production processes to adopt environmentally friendly waste maangement

technologies. This will not only conserve the water resources around but also the people who eventually may

come into contact with waste released to the local seweraSe system'

Greener produAion

Being a member of the Kenya Association of Manaufacturers (KAM) the company has benefited from facilities

and expertise available to members. Emphasis has been placed on greener production methods to reduce the

company's carbon footprint through sustainable and efficient technology.

Water conseruation

Water as an input contributes to the cost of produdion and over the year the unit price cubic has doubled thus

increasing costs. The company has resorted to rerycle water to reduce consumption thus draw less from the local

supplier. This will avail more water resources available to the distributor to supply to other consumers. lt also

embarked on utilizing rainwater and borehole water to bridge the gap created by this initiative of conserving

water resources.
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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR.GENERAL ON RIVATEX EAST AFRICA LIMITED FOR
THE YEAR ENDED 30 JUNE 201 3

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Rivalex East Africa Limited set
out on pages 18 to 37, which comprise the statement of financial position as at 30 June,
2013 and the statement of comprehensive income, statement of changes in equity and
reserves and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 14 of the Publtc Audit
Act, 2003. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Repoding Standards and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provrsions of Section 13 of the PublicAudit
Act, 2003.

Auditor-General's Responsibility t o 4p.+ 
$,r

My responsibility is to express an opinion on these flnancial statements based 6n the
audit and report in accordance with the provisions of Section 15 (2) of the Public Audit
Act, 2003 and submit the audit report in compliance with Article 229 (7) of the
Constitution of Kenya. The audit was conducted rn accordance with lnternational
Standards on Auditing. Those standards require compliance with ethical requirements
and that the audit be planned and performed to obtain reasonable assurance about
whether the flnancial statements are free from material misstatement.

Prt)ttrot tnB Ac'tountahil t0, tn the Puhl tc .Sector



An audit involves performirrg procedures to obtarn audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, includrng the assessment of the risks of material mrsstatement ofthe financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity'- preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose o1 expressing an oprnronon the effectiveness of the Company's internal control An audit afto includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Basis for Qualified Opinion

1.0 Financial Performance

ln the year under review, the company recorded a net loss of Kshs. 122,125,6g3.00
(201112012 - Kshs. 112,515,120.00) which brought its accumulated retained earnings to
negative Kshs.617,056,244.00 as at 30 June 2013. Turnover also reduceJ by
Kshs.33,602,225 (About 36%) from Kshs.94,223,018 in 201 112012 to Kshs.60,630,76i
as at 30 June, 2013. The Company's financial performance is precarious and if this
trend is not reversed, the company is likely to face financial difficulties in its future
operations.

2.O Trade and Other Receivables

lncluded in the trade and other receivables balance of Kshs.73,915,700.00 as at 30
June, 2013 are trade receivables of Kshs.13,723,408.00 that include long outstanding
debts of Kshs.11,960,847.00. Any provision that would have been necessiry in relation
to this uncertainty has not been incorporated in this financial statement.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects the
financial position of the Company as at 30 June 2O13, and of its financiat performance
and its cash flows for the year then ended, in accordance with lnternational Financial
Reporting Standards and the Kenya Company's Act, Cap 486 of the Laws of Kenya.

REPORT OF OTHER LEGAL AND REGULATORY REQUIREMENTS

As requrred by the Kenya companies Act, I report based on my audit, that.

2



I

Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

25 Februa ry 2014

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.
ln my opinion, proper books of account have been kept by the company, so far
as appears from my examination of those books; and,

The Company's statement of financial position and statement of comprehensive
income are in agreement with the books of accoi.int.

3



RIVATEX EAST AFRICA TIMITED
FTNANctAL STATEMENTS FoR THE yEAR ENDED 30* JUrur 2otg

STAT ENT OF CO PR.EHENSIV INCOME FO THE YEAR ENDED 30T".] E 2013

Turnover

Cost of Sales

6ROSS PROFIT

Other Operating lncome

TOTAL OPERATING PROFIT

OVERHEADS

Administration expenses

Board Expenses and Honoraria

Audit fees

Sales & Marketing expenses

Employment expenses

Bank charges

TOTAL EXPENDITURE

NET PROFTT/(LO5S)

NOTE

t0

il

12

I3

14

15

7

8

I

2012/2013

Kshs.

2011/2012

Kshs.

60.630.763

121,512.071

94.233.018

142.716,995

50,881,308 48,483.977

4.5 596 4.585.596

56,295,71 43,898 38

21.680.782

1,815.743

250.OOO

11.541,251

29,495.379

1,046,816

25,193.6s4

3.494.845

250.000

9,535.O51

28.914.741

1,228,448

65 82g,g7t 68,616,739

22,125 83 12.51
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STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 301'' JUNE 2OI3

A55ET5

Non Current Attets

Property. Plant & Equipment

Current Assets

lnventory

Trade And Other Receivables

Cash & Cash Equivalents

Current Liabilities

Trade Creditors and Other payables

Provisions

UUORKIN6 CAPITAL

TOTAL NET AsSETs

FINANCED BY:

5hare Capital

Retarned Earnings

Revaluatron reserves

Capital reserves

TOTAL O\x/NERS'EQUITY & LIABILITIES

NOTE

16

17

18

19

20

I (i)

21

23

r8

2012/2013

Kshs.

Date

20lt/2012

Kshs

461.858.256 452.100.O17

452.1OO.O17

--\

MANAGING DIRECTOR,2D cHernr.a,a,ru
ry:,",,: Al: P? -o/3

/vg

461.858,255

463.O47 .97 6

73.915.700

100.924.194

374.822.964

64.922.953

74.026.295

637.887.870 513.772.212

6.146.985

2.590.051

8,737,036

il.390.500

2.s90.o51

r 3.980.551

529.1sO.834

r.091.oo9.o90

471.O34.758

951.891.s77

r.ooo.o00

(617.Os6.244)

58,546.236

1.648.519.O99

l.09t.oo9,09l

1.000.ooo

(494.930.561)

58.546.236

1.387.275.902

951.891.s77
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STATEMENT OF CH FS IN FOI.JITY FOR THE YEAR FNDFD 30T"JUNE 20]3

Capital
Share Capital

Kshs

reServe5

Kshs

Total

Kshs

(322.869.2Os)

(rr2.s15.r20)

895.O00.OOO

459,615,675

459.615,{ 'l

753.519.O99

r.o9r,o09.o91

Ar lst July 2O1l

Nel Profrt,/Loss for the Year

Transfers to Caprtal reserves

At 30th )une 2012

At Ist July 2Ol2

Net Profit/Loss for the Year

Transfers to Capital reserves

At 30th June 2Ol3

3)6825(122.1

I

I

I

Ceneral
Reserves

Kshs

Retained
Earnings

Kshs

58.546.236

895.000.o00

(382.41s.441)

(r2.51s.12O)

58.546,236 895.000,o00(494,930.s61)

1.0OO.000

r.ooo.000

58.546.236 895.000,o00

753,519.O99

(494,930.551)

(122.125.683)

1,548,5r9,O99(617.056,244) 58,546,236

1,000.000

I,OOO,000
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HF

CASHFLOWS FROM OPERATING ACTIVITIES

Net Loss Before Taxation

Adjustment for:

Depreciation

Operating results before working capital changes

(lncrease) Decrease inventories

(lncrease) Decrease trade & other receivables

lncrease (Decrease) trade & other payables

lncrease (Decrease) in provision for liabilities and charges

NET CASH USED IN OPERATING ACTIVITIES

CASHFLOWS FROM INVESTING ACTIVITIES

Purchase of Plant & Equipment

NET CASH USED IN INVESTING ACTIVITIES

CASHFLOWS FROM FINANCING ACTIVITIES

6overnment grants

Donations

NET CASH CENERATED FROM FINANCING ACTIVITIES

NET INCREASE IN CASH & CASH EQUIVALENTS

CASH & CASH EQUTVALENTS AT lrr JULy 2012

cAsH & cAsH EQUIVALENTS AT 30rH JUNE 2013

30r'

2012/2013

Kshs.

2011/2012

Kshs.

(112,5rs.r20)

14,O99.481

(122.125.683)

14,741.963

(98,4r 5,639)(1O7,383,721)

(2O2.O76.9O4)

(15.225.634)

425.998

(88,225,O12)

(37.74e.ss?)

(5.243.61s)

(238,501,898) (315,292,179)

(19.620,299)(24,50O,2O3)

(19.620,299\(24.5OO.2O3)

300.000.000

3.159.225

290,000.000

303,159,225290,OOO,OOO

26.897,899 (31,753.253)

74,026,296 105.779.549

100.924,195 74,026.296
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RIVATEX EAST AFRICA LIMITED

FtNANCTAL STATEMENTS FoR THE YEAR ENDED 30".lurur 2otg
THE FINAN

I. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted rn the preparatron of these financial staternents are set out
below:

a) BASrs oF PREPARATTON
The financial statements are prepared under the Historical Cost basis of measurement as modified by fair
value adjustrnents where necessary and in accordance with lnternational Financial Reporting Standards
(lFR5) lnternational Accounting Standards (lA5), lnterpretations originated by the lnternational Financial
Reporting lnterpretation Committee (lFRlC) as well as the accrual basis.

The Company is a going concern with there being no intention to liquidate or curtail its operations
materially. The preparation of these financial statements conforms to C,enerally Accepted Accounting
Principles (6AAP) which requires the use of estimates and assumptions that affect the reporting amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the Cate of the financial
statements and the reporting amounts of revenues and expenses during the reporting period.

The financial statements comprise of the Statement of comprehensive income, Siatement of financial
position, Statement of changes of equity, Statement of cashflows, notes comp-ising a surnmary of
accounting policies and other explanatory notes which are presented in functional currency of Kenya

shillings (Kshs) which is the prevailing currency within the primary economic environment, rounded to
the nearest shilling and prepared in accordance with the measurement bases prescribed by lnternational
Financial Reporting Standards.

ln the process of applying the Company's accounting policies, its Directors make certain judgments,

estimates and assumptions that are continuously evaluated and assessed for adjustments based on prior
experience and other determinants, including expectations of future events that are believed to be

reasonable under the prevailing circumstances. Although these estimates are based on the Directors' best

knowledge of current events and actions, in practice actual results may differ from these estimates. Such

estimates and assumptions that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities are reviewed at the end of each rePortins period, and any revisions to

such estimates are recognised in the year in which the revision is made and are de::cribed in these notes

to the Financi al Statements.

i) Non Financial Assets

The Company reviews its non-financial assets to assess the likelihood of impairment on an annual basis.

ln determining whether such asiets are impaired, the management makes prudent judgments as to

whether there are any conditions that indicate potential impairment of such assets.

b) REVENUE REcoGNlrloN
Revenue represents the fair value of consideration received or receivable for the sale of goods and

services in the course of the company's activities. lt is recognised when it is probable that future economic

benefits will fl ow to the company and the amount of revenue can be measured reliably. lnterest income

is recognized on an accruals basis in the Statement of Comprehensive lncome. When financial assets

become impaired, any inherent income,/revenue is thereafter recognized at rates us=d to discount future

cash flows for the purpose of measuring the recoverable amount.

lnterest income and expenses are recognized in the Statement of Comprehensive lncome for all interest

bearing instrurnents on an accrual basis taking into account the effestive yield on the assets. Fees income

is generalll, recognized on an accrual basis'
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E FI L STA

c) srAFF oBLlcATloNs
The Company runs a defined contribution pension scheme for it's permanent and pensionable staff . the

assets of which are held in a separate trustee administered scheme managed by rndependent scheme

administrators, fund managers & custodians engaged at arms length as well as a gratuity scheme for its

contracted employees which is fully funded by the Company. where employees are entitled to annual

leave, gratuity and awards. these are recognized when they accrue to employees. A provision is made for

the estimated liability for annual leave. gratutiy and awards as a result of services rendered by the

employees up to the end of the reporting period.

The Company also contributes to a statutory defined contribution pension scheme. the Nattonal Socral

Security Fund (N55F). a national retirement benefit scheme. lt also contributes to a statutory defined

health insurance scheme. the National Hospital lnsurance Fund (NHIF). Both of these contributions are

defined by local statutes.

The Company's contributions to the above schemes are charged to the Statement of Comprehensive

lncome in the year to which they relate.

d) PRovrsroNs
Provisions are recognized when the Company has a present legal or constructive obligation as a result of
past eventi, for which it is highly probable that an outflow of resources embodying economic benefits

will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

E) PROPERTY. PLANT AND EQUIPMENT
All property. plant and equipment is initially recorded at cost and thereafter stated at historrcal cost less

accumulated depreciation & accumulated impairment lossess. Cost includes expenditure directly
attributeable to acquisition of the asJetJ. Subsequent costs are included in the asset's carrying amount or
recognized as a separate asset where appropriate. only when it is probable that future economic benefits
associated with them will flow to the Fund and the cost can be reliably measured. The carrying amount
of a replaced part is derecognized and all other repairs and maintenance expenses are charged to the
Statement of Comprehensive lncome during the financial period in which they are incurred.

lncreases in the carrying amount arising on revaluation are recognised in other comprehensive income
and accumulated in equity under the heading of revaluation surplus. Decreases that

offset previous increases of the same asset are recognised in other comprehensive income. All other
decreases are charged to the statement of comprehensive income. Annually. the difference between
depreciation charge based on the revalued carrying amount of the asset charged to the statement of
comprehensive income based on the asset's original cost is transferred from the revaluation surplus
reserve to retained earnings.

The assets restdual values and useful lives are reviewed. and adjusted rf appropriate, at the end of each
reporting period. Property. plant and equipment are periodically revrewed for impairment. Where the
carrying amount of property and equipment is greater than tts esttmated recoverable arnount. tt rj
written down imrnediately to its recoverable amount. 6ains or losses on disposal of property and
equipment are determined by reference to their carrying amount and are taken into account in
determining the surplus Tools and other minor office equipmentr are fully (lOOo/o) depreciated in the
year of acquisition.

Page 23 of 37



RIVATEX EAST AFRICA LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30" TUruE 2OT:

N TO THE FINAN CIAL 5TATEMENTs

Depreciation is calculated on a straiSht-line basis to write down the cost of each asset to its residuar vaiueover its estimated usefur rife using the foilowing annual rares.

a

b
c.

d

f.

8.

La nd
Bu ildings
Plants & Machinery
Office Furniture
Office Equipment
Motor Vehicles and Tractors
Computers

2.5o/o

2.5o/o
2.5o/o
12.5o/o

12.5o/o

12.5o/o

25o/o

Applicable for financial years beginning on,/after

1 )une 2012

I January 2013

NEW & REVISED STANDARDS

(i) New and amended standards but not relevant to the company

There are no IFRSs or IFRIC interpretations that are effective for the first time for the financial year
beginning on 1 July 2012 that would be expected to have a material impact on the Company.

(ii) New standards and interpretations that are not yet effective and have not been early adopted

A number of new standards and amendments to standards and interpretations are effective for annual
periods beginning after I )uly 2012, and have not been applied in preparing these financial statements.
None of these is expected to have a significant effect on the financial statements of tre Company, except
the following set out below:

Standard Title

IAS l9 Employee Benefits

IFRS 13 Fair Value Measurement

IAS 19. 'Employee Benefits'

Employee benefits', was amended in June 2011. Theimpact on the Company and the 6roup will be as

follows: to irnmediately recognise'all past service costs; and to replace interest cost and expected return
on plan assets with a net interest amount that is calculated by applying the discount rate to the net
defined benefit liability (asset). The direaors are yet to assess the full impact of the amendments

lFRS 13.'Fair value measurement'

IFRS l3 aims to improve consistency and reduce complexity by providing a precise definition of fair
value and a singte-source of fairvalue measurement and disclosure requirements for,use acrosi lFRSs. The

requirements, which are largely aligned between lFRSs and US 6AAP, do not extend the use of fair value
accounting but provide guidance on how it should be applied where its use is already required or
permitted by other standards within lFRSs or US CAAP. There are no other lFRSs or IFRIC interpretations
that are not yet effective that would be expected to have a material irnpact on the Company.

0 TRANSLATToN oF FoREtcN cuRRENctEs
On initial recognition, all transactions are recorded in the functional currency lthe currency of the
primary economic environment in which the Company operates). which is Kenya shrllings.

l
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THE CIAL

Transactions in foreign currencies during the financial penod are converted rnto the functronal currency

using the exchange rate prevailing at the transaction date' Monetary asseti and lrabilities at the statement

of financial position date denominated in foreign currencies are translated into the functional currency

using the exchange rate prevailing as at that date. The resulting foreign exchange gains and losses from

the settlement of such transactions and from year-end translation are recognised on a net basis in the

Statement of Comprehensive lncome in the year in which they arlse'

2. RISK MANACEMENT OBJECTIVES AND POLICIEs

The Company's activities expoie it to a variety of financial risks including credit and market risks. The

Service's overall risk management policies are set out by the Board and implemented by the

manatement, and focus on the unpredictability of changes in the operating environment and seek to

minimise the potential adverse effects of such risks on the Company's performance by setting acceptable

levels of risk. The Company does not hedge against any risks. The Company's activities expose it to a

variety of financial risks, including credit risk and A description of the significant risk factors is given

below together with the risk management policies applicable.

i. Credit risk

The Company does not have any significant concentrations of credit risk.Credit risk on trade receivables

is managed by ensuring that credit is extended to customers with an established credit history. The credit

history is determined by taking into account the financial position, past experience and other relevant

factors. Credit is managed by setting the credit limit and the credit period for each customer.The

utilisation of the credit limits and the credit period is monitored by management on a monthly basis.

a.

ii. Market risk

Foreign exchange riJk

The Company closely monitors foreign exchange rates. Currency exPosure arising from liabilitiel
denominated in foreign currencies is managed primarily through the holding of bank balances in dollars.

Foreign currency letters of credit facilities are also used to manage foreign currenry fluctuations'

b. Cash flow and fair value interest rate risk

As the Company has no significant interest bearing assets, its income and operating cash flows are

substantially independent of changes in market interest rates.

3. CRITICAL ACCOUNTIN6 ESTIMATES AND JUDGEMENTS

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

a. Critical accounting estimates and assumptions

Property, plant and equipment
Critical estimates are made by the Directors in determining depreciation rates for property. plant and
equipment. The rates used are set out in Note 2(d) above.

27
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NOTE5 TO THE FINANCIAL STATEMENTS

b. Critical judgements in applying the entity's accounting policies

ln the process of applying the Company's accounting policies. mar.agement has made judgements rn
determining:

-The classification of leases
-The useful lives of. or expected pattern of consumption of the future economic benefits
embodied in depreciable assets
- Whether assets are impaired

4, REVALUATION RESERVES

The Revaluation reserve for year stands at fifty eight million five hundred and forty six thousand two hundred
and thirty six shillings (Kshs 58.546,236), The comparative figure for the 2011/2012 financial year was fifty
eight million five hundred and forty six thousand two hundred and thirty six shillings (Kshs 5g,546,236). -
reserve resulted from adjustment of inventories acquired to actual coJt at which they were procured. The
surplus was then transferred to general reserves and has been reflected as such in p,revious financial reports of
the company.

5. GOVERNMENT GRANT5

Government grants are assistance by government in the form of transfers of resources to an entity in
return for past or future compliance with certain conditions relating to the operating activities of the
entity. They exclude those forms of government assistance which cannot reasonabll,have a value placed
upon them and transactions with government which cannot be distinguished frorn the normal trading
transactions of the entity.Government grants related to a5sets, including non-mc,netary grants at fair
value. shall be presented in the ttatement of financial position either by setting up the grant as deferred
income or by deductinS the grant in arriving at the carrying amount of the asset in accordance with lAs
20 Accounting for Government Grants and Disclosure of Government Assistance. During the financial
year the Company received capital grants of two ninety million shillings (Kshs 290,000,000/-). ln
2011/2012 trants were eight hundred and ninety five million shillings (Kshs. 895,00C,,000 /-).

6, UTIL]TIES DEPOSITS

This is an amount of twelve thousand five hundred shillings (Kshs 12,500) paid to the KPLC as a deposit
for power connection for the factory, showground stand, Eldoret, Nairobi and Ki ;umu factory outlets.
There were also rent deposits amounting to Two hundred and thirteen thousand two forty shillings
(khs.213,24O) and fifty thousand shillings (Kshs.5O,OOO) for Eldoret factory outle't and Narok factory
outlets respectively.

7. TURNOVER

It's is the groJs revenue for the year. This figure is composed of woven fabrics both printed and dyed.
Also the woven cloth was sold before being dyed or printed.

Other operating income included income from office and lecture room spaces of 6453 square foot and
1190 square foot being occupied by Moi Universty School of Aerospace and Dii-ectorate of Distance
Learnrng. The rate applied to establish the rent chargeable is Kshs.50 per square foot-
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,

Products
Printed fabrics
Dyed
Cloth (Crey)
Carments
Waste
Others

Less

Discounts
Return lnwards
Printed fabrics
Dyed

Turnover

8. COST OF 5ALE5 STATEMENT

DIRECT COST
Opening Stock
Purchases
Closing stock
Cost of Raw materials
Direa labour
Electricity
rJUater

Sub-Total
INDIR.ECT COST
Firewood expensej
Salaries & Wages
Packing materials
Designs & Screens
Fuels-Diesel etc
Lubricants & Oils
Tailoring Consumables

21.177 .878
14.952.947
8.067.747 i

r2.o10.333 i

1.O94.058

4.796.OO0

43.269.979
20.622.425

r 1.252.581
15.937.481

945.801

6.839.674

I

l

Z B APR 2//f4

Fa brication- Beds
Spares & Consumables
Machinery Repair & Maintenance
Depreciation
Other indirect expenses
5ub-Total
TOTAL COST
Add: Openi ng Work- ln-progress
Less: Closing Work-ln-progress
COST OF GOODS MANUFACTURED
Add:Opening F inished goods
Less: Closing Finished goods
COST OF SALES

2011/2012
Kshs

2012/2013
Kshs

62,O98,963 98,867.940

(1.468.2OO) -3.148.163
-1.324.200

.162.559

(1.468,20A) -4,634,922

60,630,763 94,233.O18

2012/2013
Kshs

2011/2012
Kshs

156.249.300
115,294,763
197.281.525

12.397.536
231.895.572
156,249,300

74,262,538 88,043,909
14.497.293
22,883.794

2,486,299

13.905.979
28.905,371
3,988,97 4

1r4,129,924 134.844,132

5,947.731
23.775,561

355.656
417,612

16.716
445.484
819.447

15,500,952
2,116.725

13.205,341
141.932

7,944.528
23,182.788

553.529
r,13 1.3 93

r37.158
523.865
768.056

459.O50
9.399.871
2.725.243

12.689.953
59.47 6

62,744,158 5r.630.382
176.874.O82 186,474,514

91.OO9,877
151.628.720

40,296,O24
91.O09.877

116.255,239 135,760,661
33.833.473
28,57 6.541

32.845.698
33.833,473

121,512.071 134,772.886
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9. OTHER OPERATINC INCOME

Rent income

Directorate of Distance Learning
5chool of Aerospace

Other Operating tncome

IO. ADMINTSTRATION EXPENSES

Ceneral administration expenses
Postage and stationary
5undry expenses
Telephone and internet expenses
Club membership expense5

leRrn Properry, plant and equipmenr(ppE)
Rent & rates
Tra nsport. courier services
lnsurance
Legal fees

Motor vehicle Repairs and Maintainance
Research and product development
Water
Electricity
Fuel and Oil
6eneral Repair & Maintenance
Total Admin Expenses

II. BOARD EXPENSES AND HONORARIA

Board Expenses & Honararia

12. AUDIT FEES

2012/2013

Kshs

2011/2012

Kshs

714.OOO

3.871,601
7t4,ooo

3,871,601

4,585,501 4.585,601

2012/2013
Kshs.

2011/2012
Kshs.

2,145,046
468.777
s87,272
615,654
l6,ooo

1.467,371
14.100

1.121,778
1.765,|7
674,870

1.O94,959
2.408.343

270,655
2,642.544
1,459,549
2.O47,716

3,322.050
521.143
827.974
55t.1lt

199.420
1.409.948

437.788
I,883,948

15,000
1.552.8s9
3.944.652

452.173
5.OO8.C'46
1,542,O39
2.521.493

21,690,792 25,193,654

2012/2013

Kshs.

2011/2012

Kshs.

1.815.743 3,494,A45
1,815,743 3,494,845

2012/2013
Kshs.

2011/2012

l$hs.
250,000 2s0.000
2so,000 250,0o0

Audit fees
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I3. SALES & MARKETINC EXPENSES

Sellrng & Distribution expenseJ

Advertrsrng Expenses

Nairobi Office Expenditure
Eldoret Outlet-Mupen
Kisumu Outlet
Narok Outlet

Rent-outlets

Total Sales & Marketing Expenses

14. PERSONNEL EXPENSES

Personnel Exoenses
5alaries
N55F Employer Contribution
Employer's Pension Contribution
lnsurance (\.V. l.B.A)
Staff costs
Wages

Miscellanous expenies
Total Personnel Expenses

15. BANK CHARGES

Ba nk arPes

Bank charges

Total Bank Charges

3.317.217

30.887

16.920

49.951

10.000

5.110.076

2012/2013

Kshs.

2011/2012

Kshs.

4.593.383

1.O49.220

5.898.648

11,541,251 9,535,051

2012/2013
Kshs.

2011/2012
Kshs.

19.716,320
88B.OOO

2.555.923
2,141.253
3.5 r8.825

67 5.O57

19.622,499
847.750

2.830.702
2.511,O44

2.896.370
206.376

29,495,379 28,914,741

2012/2013

Kshs.

2011/2012

Kshs.

1.046.816 1.228.448

1.046,816 1,228,448
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NOTES TO THE FINAN CIAL .tr_ar-EMENrS

a. Leasehold land

The cost is carried in the financial statements as long-term prePayment and is amortized to the lncome

rtatement on a strarght-line basis over 6Tyears of the remaining 99 year lease period'

2012/2013
Kshs

2011/2012
Kshs

Balance B/d

Amortization for the Year

NET BOOK VALUE

17. INVENTORY

Raw materials
Finished goods
Work-ln-Progress

5ub-Total

Consumables. spares & accessories-New stock

Consumables. spares & accessories-Old stock

Sub-Total
Total

2012/2013
Kshs

2011/2O12
Kshs

lnventories are valued using First in First out (FIFO) method. They are valued at lower of cosl and net

realizable value.

.I8. T RADE & OTHER RECEIVABLES

Trade and other receivables as at the end of financial year was Kshs.73.9 million.

59.580.401

!p_.111,1e7
107.917.898

463.O47.976

43.180.921

s0.549.393
93.730.314

374.822.964

2011/2012

Kshs

2012/2013

Kshs

Trade receivables

Prepayments (Note 1 8(a))

Other receivables from related parties (Note l8 (b))

TOTAL

The past due debtors are not impaired and continue to be settled. The company does not hold any coliateral
against the past due or impaired receivables. The management continues to actrvely follow up pr5t due and

impaired receivables. Pericdicaiiy. each debt is aJsessed inciiviciualiy and provrsions recalculated basr:d on a

history of debt recovery. In case of liquidation. receivership and insolvency the provision rs always be a

hundred percentum (lOOo/o). ln the case of imprests and supplier prepayments, no provrsion for bad debts is

made until the imprest holder is confirmed dead or the entity is insolvent. The Services general provision for
bad'and doubtful loans is as provided for in its Credit control policy. The company did not provide for any
bad debt during the 2O12/2O13 financial year similar to 2Ol1/2012 financial year.

45.815,765

46.s66.843
751.078

47.317 .921

751.O78

46.566.843

174.924.718
28.576.641

151.628,720

156.249.300
33.833,473
91.OO9.877

281.O92,650355.130,O79

13,723.408

56.636.540

3.555.7 52

73.9't5,700

19.712.956

12.437.024

32.772,973

64.922.953
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NOTES_Tq THE FINANCIAL STATEMENTS

a. Prepayments

Durrng the financial year the company prepaid for various goods and services as follows:-

lnsurance cover (WlBA, Fire.Burglary)
lnsurance cover (M/vehicles)
Thies CMBH & Co.
Manawa 6inneries
Comhard Ltd
Customs Duty.Clearing and Forwarding
Seragraphics Ltd
Desbro Ltd
Lereiwin H. K. Co. Ltd
Lianyungang Co. Ltd
Total

b. Related Party transactions

During the financral year the follorving transactions were carried out with related parties

2011/2012
Kshs

2012/2013
Kshs

3,555.752 32 772.973

3.555.7s2 32,772.973

2011/2012
Kshs

Trade debts

TOTAL

5ales to related parties were made at terms and conditions similar to those offered to major customers-[he related party is Moi University which is the majority shareholder of Rivate.< at 99o/o of the issued
and fully paid shares.

19. C ASH & CASH EQUIVALENTS

Cash anC Cash equivalents included in the Statement of Cash flows comprise of the following Statement
of financial position items:

2011/2012

Kshs

Cash at Hand

Bank balance

TOTAL

2012/2013
Kshs

747.137

41.770.768
13.978.936

15.700

124.OOO

747.510
673,297

1.194.499
33.500
371.219

41.760
5.778.189
3.596.9s0

55,636.540 12.437.O24

2012/2013

Kshs

107.440

100.816.754

100.924.194

246.811

73.779.484

74 6 5
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NOTES TO THE FINANCIAL 

'TAIEMEN-I5
20. TRADE & OTHER PAYABLES

This is made up of:-

Trade Creditors
Statutory deductions
MUSCO loan repayment
MUSCO shares contributron
MUPEN Pension contributions (employer & employee)
Accrued terminal dues
HELB
Benevolent fund deductions
REAL SACCO share contribution & loan repayment
Audit fees provision
Accrued Rent
Canteen deductions
TOTAL

21. SHARECAPITAL

AUTHORISED
50.OOO Ordinary shares of @ Kshs.2o

ISSUED & FULLY PAID
50,OOO Ordinary shares of @ Kshs.2O

22. REVALUATION RESERVES

Part of the value indicated was carried forward from last financial year

Revaluation reserves

TOTAL

23. CAPITAL RESERVES

The Capital reserves comprises of Covernment grants. Shareholders cash injections and donations

l

l

l

l

6overnment grant5
5hareholders'funds
Donations
TOTAL

2012/2013
Kshs

20n/2012
Kshs

'r,345,000,000

28s.855.7 67
17 .663.332

895,000,000
474.612.570

17.663.332
1,648,519,O99 1,387.275.902

2012/2013
Kshs

2011/2O12

Kshs

5.O77.112
405.r00
28.508

293.O55
4.200

54.225
35.700
81,234

250,000
55.000
54.630

9.382.514
471.O7 3

3r.o59
23.800

333.282
137.428

5r,r43
34.rOO

250,000
619.440
56.750

6,146,985 11,390,500

2012/2013
Kshs

2011/2012
Kshs

i.ooo.oo0 i.000.000

r,ooo.ooo 1.0O0,O00

2012/2013

Kshs

2011/2012

Kshs

s8.546,236 58.546.236
58,546,236 58.546.236
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a. Governrnent grants

Bal B/d
6ovt Crants
Outrtanding grants from Moi Univ. (part of Kshs.230 million)
Transfers to capital reserves
Bal cJd 30,6.2013

2012/2013
Kshs

895,000.0OCr
290,O00.00c
l6O.O0O.00C,

(r.345.OOO,OO0:

0

b. Shareholders Loans

There were no cash injections from Moi University during the financial year.

Bal B/d
Transfers from short term loan a/c
Transfers from Accrued rent a/c
Transfers from outstanding grants a/c
Transfers to capital reserves
Bal cJd 30.6.2013

c. Donations

There were no donations received during the financial year

Bal b/d

Donations for the year

Transfers to capital reserves

Bal c/d 30.6.2013

Bal b/d
Adjust for outstanding grants
Transfers to C,overnment 8rant5
Bal cJd 30.6.2013

2012/2013

Kshs

17,663,332

(17,663,332)

0

d. Related party transactions receivables

i. Outstanding grants from Moi University

There were outstanding grants of Kshs.l6O million outstanding from Moi University of the Kshs.230

million allocated by Treasury and disbursed to Moi University for onward remission to Rivatex but yet

to be received.

2012/2013
Kshs

5,000,000
i60,000,000

cr65.0o0.0oo)
o

2012/2013
Kshs

474,612,570
(15.000,0C,0)
(13,756,8C,3)

(r60,ooo,oc,o)
(285,gss.7e7)

o

l;

I
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THE F A

ii. Accrued rent

There were outstanding rent of Kshs.,l3,756,803 from Moi Unrversrty departments berng provrded space

within Rivatex premises.

Bat b/d

Rent for the year

Transfers to shareholders loans

Bal cJd 30.6.2013

Bal b/d

Transfers to shareholders loans

Bal c/d 30.6.2013

24. PROFIT BEFORE TAX

The Net loss before tax is arrived after charging

Depreciation (Note 7)

Employee benefits expense (Note 8 (a))

Directors' fees & emoluments
Auditors remuneration
TOTAL

(a) Employee benefit expense

Salary and wages
Retirement benefits costs

Defined contributron scheme
National Social Security Fund

iii. Short term loan

There was an outstanding short term loan owed to Rivatex by Moi University

2012/2013

Kshs

9.171.202

4.585.601

(r3,7s5,803)

o

2012/2013

Kshs

ls.oo0.ooo

(rs.o0o.ooo)

o

2012/2013

Kshs

2011/2012

Kshs

14.741.963

37,6s7.536
1.815.743

250.000

14.o99.481

37.206.930
1.696.382

250.OOO

54.465.241 53,252.793

2012/2013
Kshs

2011/2012
Kshs

34.213.613

2.555.923
888,000

33.528.47 B

2.830.702
847.750

37.6s7.536 37.206.930
5ub-Total
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NOTES TC THE FI CIAL 
'TATE

MENTs

25. STATEMENT OF TAXATION

2011/2012

Kshs
Operating resultl before tax

Add isallowed items

Depreciatron

Amofiization

Donations

Less allowed items:

Wear & tear allowance
lnvestment deductions

NET PROFIT/LOSS

Less Brought Forward losses

CORPORATION TAX
ADD BROU6HT FORWARD

LE55 PAID DURINC THE YEAR

BALANCE CARRIED FORWARD

There was no tax paid during the financial year.

26. CURRENCY

These financial statements are preierrted in Kenya Shillings (Kshs.)

Nit

Nit

Nir

Nit

Nil

Nit

Nit

Nil

2012/2013

Kshs

(122.125.683)

r 3.990.885

7 51.O78

(il2.515.i20)

13.348.403

7 51.O78

(1O7.383,721) (98,41s,639)

(33.723.271)

(30,364,s82)
(33.723.271)

(171,471,s73) ('t32,13 8,910)

(s32.925,232) (4OO.785,322)

(704,396,gos) (532,925,232)
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RIVATEX EAST AFRICA LIMITED

FtNANcTAL STATEMENTS FoR THE yEAR ENDED 30* JUwE 2ot3
BRANCHES

We have factory outlets various towns accros the country where customers can purchas our qualrly
products at affordable prices:

l, Nairobi

Bazaar Building along Biashara Street

2. Kislrou

Noordin R. Punja Building along paul Odinga Street

3. Eldoret

Mupen Building along Ronald Ngala Street

4. Narok

Enkare Building along Narok-Bomet road opposite Kenol petrol station
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