REPUBLIC OF KENYA

=

OFFICE OF THE AUDITOR-GENER AL

Mwl@ '/(F( \

i o A (P@
REPORT /7~ IW‘W
] 2 oomy )i |
OF % B -;i';-;:f)/ g I
THE AUDITOR-GENERAL
ON |

THE FINANCIAL STATEMENTS OF
AGRO-CHEMICAL AND FOOD
COMPANY LIMITED

FOR THE YEAR ENDED
30 JUNE 2016




OFFICE OF THE AUDITOR GENERAL .
P.0.Box 30084 - 00100 NAROB]

22 JUN 2017

RECEIVED

AGRO-CHEMICAL AND FOOD COMPANY LIMITED

REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30™ JUNE, 2016

Prcpared in accordance with the Accrual Basis of Accounting Method under the International Financial Reporting
Standards (IFRS)




REPORTS & FINANCIAL STATEMENTS AGRO CHEMICAL AND
FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD

TABLE OFICONTENTS

10.

1.

12.

PANY INFOrMAation ... 2-3

Visidn and Mission Statements. .. oo 4

Bo

Dir
Corfdorate Governance Statement ..o 11213
Stat@ment of Directors’ Responsioilities. ..., 4
Stat@ment of Profit and Loss and Other Comprehensive Income..15
ent of Financial POSITION ..., 16
Stat

entof Changesin Equity ..., OO SO 17

ent Of Cash FlOWS .o 18



REPORTS & FINANCIAL STATEMENTS AGRO CHEMICAL AND €E
FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD

COMPANY INFORMATION
DIRECTORS DURING THE YEAR ENDED 30TH JUNE 2016
ORGANISATION NAME

Agricultu®l Deveopment Corporation Mr. Richard K. Alyabei -
Chairman (Appointed on
27.01.2016)

Dr. Andrew K. Tuimur
(Chairman)

(Resigned on 17.12.2015)

Agricultuliol Deveopment Corporation Mr.Maxwel Mugonyi

Industriallond Commercial development Corporation  Mr. Joseph C. Mwaura

Industriallond Commercial development Corporation  Mr, Dismas J.O. Oyieko, HSC

Internati@nal Investment Corporation Mr. Suresh C. Sharma

Internati@nal Investment Corporation Mr.Nanailal P. Sheth,
(Alternate to Mr.  M.N,
Mehta)

Ministry @ Agriculture, Livestock & Fisheries

(State D@partment of Agriculture)P.S (Alternate:  Mr Abraham
Barno)

The Nafiinal Treasury C.S. (Alternate:  Mrs.  Beatrice
Gathirwa replaced on
14.10.2015)

(Alternate: Mr. Paul Kiagu
Appointed on 14.10.2015)

Resident Director &
Chief EXecutive: Mr. Ashok Agrawal

Registefed Office:

JeevaniBharati Building, 7th Floor
Harami@ee Avenue

P.O. BoX 41175-00100

NAIRO

Managihg Agent:

MehtaBroup Management Limited
PeponliPlaza, 1st Floor

PeponiiRoad

P.O. Bk 14692-00800 Westlands
NAIROBI




REPORTS & FINANCIAL STATEMENTS
FOR THE YEAR ENDING 30™ JUNE 2016

Advocat
Staussi & Bsunah Advocates
P.O. Box 8140-40100

KISUMU

Theuri Wdhjohi & Co. Advocates
P.O. Box §502-00100
NAIROBI

Auditors: |

Auditor” Eeneral
Kenya Nd@fional Audit Office
P.O. Box%)OSA—OO] 00

NAIROBI

Bankers:

National Hcmk of Kenya Limited
Barclays Bank of Kenya Limited
Kenya C{ mmercial Bank Limited

Companﬁ Secretary:

Mr. Solorfiion O. Awino, CPS (Kenya)
P.O. Box #18-40107
MUHORGNI

Senior Exﬁcutives:

Mr. Edwifl O. Owifi -
Mr. Caleld ©. Oguya -
Mr. Jose@h N. Njoroge -

Financial Confroller
Marketing Manager
Works Manager

%]

AGRO CHEMICAL AND
FOOD COMPANY LTD



REPORTS & FINANCIAL STATEMENTS AGRO CHEMICAL AND €E
FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD

To be

:F

To prod
cost e

satisfy

VISION AND MISSION STATEMENTS

OUR VISION

global leader in the producﬁon and marketing of diversified

range of a quality spirits, yeast and related products.

OUR MISSION

e and market a wide range of world class products through @
ctive, innovative and environmentally friendly technologies,
g the customer needs, maximizing shareholders returns and

meeftfing employees aspirations.
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CHAIRMAN’S REPORT FOR THE YEAR ENDED 30™ JUNE 2016

ED OPERATING RESULTS

The Co ony’s operations mainly depend on the quantity of molasses supplied by
sugar cmpanies.  The Company received 81,786 tons (2014/2015: 76,384) of
molasse | against a budgeted quantity of 75,000 tons, | wish fo thank management

for the =| orts and strategies put in place fo ensure that the Company got adequate

) ) 2 , . , 1k z
supply off molasses and the sugar factories for ensuring availapility of the oroduct.

The Co pon\/ produced 16.560 million (2014/2015: 15.383 million) litres of alcohol
against Pudgeted quantity of 15.55 million litres. Active Dry Yeast (ADY) production
4l tons (2014/2015: 509 tons) against a budget of 650 fons representing a
3 of 384 tons against the target. The production of ADY was way below the
ninly due to the effects of the Alcoholic Drinks and Control Act 2010 leading
nuate demand.

Wet Yedt production was 782 tons (2014/2015: 669 tons) against a budget of 1,000
tons rediesenting a decrease of 218 fons below the target. During the current year
the Coipany produced 15,045 carfons of "Patriot”  bottled spirits and 191 fons of
Carbonjglioxide.

The Cor#ﬂpon\/ redlized a turnover of Kshs. 1,853.448 million (2014/2015 Kshs. 1,766.928
million) @gainst the budget of Kshs.2, 1 34,000 million.

The higiilights of the overall operating results for the year under review compared fo
budgetifire as tabulated below:
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L HIGHLIGHTS

- l
2015-2016 | 2014-2015 | 20132014
% 5 % |
PRODUC BUDGET | ACTUAL | ACTUAL BUDGET | ACTUAL | Actual |
BUDGET = ‘000’ 000" Budget | BUDGET | ACTUAL
Alcohol
(Lts. 000) 15550 | 16,560 | 106% | 15200 | 15383 | 101% | 15520 | 16435
Yeast
Tons) 650 26| 41% 800 509 | 64% 1000 511
|
Wst YeastTons) 1,000 782 78% |  1.000 69 | 7% | 1,300 876
SALES:
Alcohol
(Lis 000). 15560 | 16,573 | 107% | 15200 | 14803 | 97% | 15500 | 16255
YeastTon 650 277 | 43% 800 517 8% | 1,000 489
Wet YeasfitTons) 1,000 7721 77% | 1,000 669 | 67% |  1.300 876
FINANCIAL INDICATORS:
Sales Turm
(Kshs. 1000 2134,000 | 1853448 | 87% | 2.542,200 | 1766928 |  70% | 2,257 450 | 1.601.097
Other Incd [ | |
(Kshs. 1004 68000 | 79,884 | 117%| 37,000 | 67,382 | 180% | 87.500| 62,082
GROSS ! '
REVENUE 2,202,000 | 1933332 |  88% 2,579,200 | 1,834,310 |  71% | 2.294.950 | 1.863.179
(Kshs. 1000
Operating !
Ukt 356,298 | 538632 | 151% | 533,195 | 300315| 56% | 525953 | 407,809
(Kshs. 1000}
Inferest o 293,770 | 280,087 |  95% | 332,926 | 287119 | 6% | 347.665 | 309.051
|
Net Profit 62,508 | 258,545 | 413% | 200,269 | 13196 | 7% | 178288 | 98758
Corporate 30,833 13,397
;"G‘Z’Pm"” 227,711 200,269 | (201 178,288 | 98,758

Total sald$ turnover for the year under review was Kshs. 1,853.448 million compared to
928 million in the previous year. Gross revenue includss sales turnover and
bme [.e. inferest on short-term deposits, sale of scrap and rent paid by
Bs.  The gross revenue for the period was Kshs. 1,933.332 million compared
834.310 million last year. Operating profit before loan interest was Kshs.
538.632 iHiom compared fo Kshs. 300.316 million in 2014/2015. Affer charging loan
interest gt Kshs. 280.087 million (2014/2015: 287.119 million) the Company registered
an overdlf net profit of Kshs. 258.545 million compared to a net profit of kshs, 13.196
million il 2014/2015.After Charging Corporate tax  of Kshs 30.833 million the
Compani registered a profit of Kshs 227.711 million.

8




REPORTS & *ANCIAL STATEMENTS AGRO CHEMICAL AND

FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD
ACKNOWLEDGEMENT

May | ackihowledge the commitment and dedication of our employees who have
continuedito perform their dutfies with skill, loyalty and team spirit to enable the
Companyliochieve such a milestone.

May | alsdlacknowledge the vital role played by the Ministry of Agriculture Livestock

and Fishefles (State Department of Agriculture), The National Treasury, Agricultural
Fisheries @Ind Food Authority (AFFA)and Sugar companies for their continued
guidancejond support,

FUTURE PRDSPECTS

The futurdl prospects depend on the quantity of molasses that the Company can
obtain fr sugar companies. Our contfinued appeal to the sugar companies for
affordabl@ molasses price remains on course. When the Company is finally privatized
and stratdgic alliances entered info with sugar companies, this dream will surely e
redlized.

During t year, the Company experienced challenges with respect to ifs
diversificdion inifiatives of Carbon dioxide and spirit boftling. The bottlenecks have
been ovaficome and thus greater profitability is expected in the coming years.
Similarly tile Company has entered info a spirit boftling and packaging confract with
other parfies and the results will soon be forthcoming.

CONCLUSION

My since@ appreciation goes to all my colleagues on the Board for their tireless
devotion fond valued guidance. | look forward to similar enthusiastic and co-
operationl in the future. | also wish to extend my sincere appreciation to the
managefient and the staff of ACFC for their efforts and feel confident that they will
work ev harder and smarter to improve performance of the Company in the
coming ygars.

G =

MR. RICHARD K. AIYABEI

CHAIRM

Septemb@r 28, 2016
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AGRO CHEMICALAND 4958

ANCIAL STATEMENTS
FOOD COMPANY LTD ‘

ENDING 30™ JUNE 2016
REPORT

rs present their report and the statement of financial position,statement of

equity for the year ended 30th June 2016.

peginning of the year,no director has recieved or become entitled to
penefit which is to be disclosed,by reason of a contract made by the
or a related corporation with the director or with a firm of which he is a
r with a company in which he has a substantial financial interest except

for salaries ponuses and other benefits as disclosed in the financial statements

Principal Activities:

The Company produces Extra Neutral Spirit, Kenya Methylated Spirif,Industrial
Methylated Spirit, Active Dry Yeast and fresh Wet yeast from sugar cane molasses for
both locall and export markets.The company also produces bottled spirits and

carbon dio

Results:

During the
266 tons of
Kshs.1,853.4
interest on |

ide.

year 2015/2016, the Company produced 16.560 million litres of alcohol,

Active Dry Yeast, 782 tons of Wet Yeast and realized a turnover of
48 million (2014/2015: 1,766.928 million). The operating profit before
ans was Kshs 538,632,319 (2014/2015: Kshs. 300,315,550 ). However after

charging interest on loan of Kshs. 280,086,942 ( 2014/2015: Kshs. 287,119,484), the

Company fegistered a net profit of Kshs.258,545,376 (2014/2015: Kshs.

13,196,065

).After chalging corporate tax of kshs 30,834,032 (2014/2015 Kshs. 13,397,341) the

company r

Dividends:

The Director

loss position

Auditors:

The Statutor

gistered a profit of Kshs. 227,711,344 (2014/2015 a loss of kshs 201,276).

§ do not recommend the payment of dividends in view of the cumulative

v auditor of the company is the Auditor General in accordance with

section 48 of the Public Audit Act, 2015.

| 10
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Agro-Ch micol and Food Company Limited (ACFC) is committed to good corporate
governa l e and as such conducts its operations in accordance with infernationally
accepte . principles of good corporate governance. The Company will provide
fimely a ‘o reliable information on its activities, structure, financial situation and
performdhce to all shareholders.

Role and Responsibilities of Board of Directors

CORPORATE GOVERNANCE STATEMENT

The Boa '- formulates policies and strategies that enhance fransparency and
accountdbility. The Board provides the overall strategic guidance to the Company
and s -: counfable fo shareholders and other stakeholders. The day to day
management of the Company has been delegated to the Resident Director & Chief
Executivgll (RD&CE). However the Board retains the overall responsibility for the
Compons performance in financial, compliance, monitoring and operational
areas. Sp@cific responsibilities of the Board include:

a. rev wing and approving strategic plans, internal control and compliance,
cos of conduct, financial reporting and legal compliance

b. revi@wing and approving major capital expenditure

C ap@roving the Company’s financial and accounting policies and financial
stat@ments

The Boardof ACFC is composed of nine directors representing the three shareholders
vis, ADC, fvo directors, ICDC, two directors, IIC, three directors, representative of P.S,
Ministry offiAgriculture, Livestock and Fisheries (State Department of Agriculture) and
represent@ive of C.S., The National Treasury. Therefore, the Company Directors are
not elecT% but are representatives of institutions by virtue of their respective offices,

As per ﬂ*lé provisions of the Memorandum and Arficles of Association of the
Companyll the Board Chairman is the Managing Director of ADC, while the
mgnogem#enf is by The Mehta Group, through a management agreement with the
Company.

The Chairflan is responsible for managing the Board and providing leadership to the
Companyfwhile the RD&CE is responsible to the Board for running of the Company in
accordan@le with instructions given by the Board. The RD&CE implements Board
decisions ghd instructions with the assistance of the management team.

The Board
agree on

eets regularly and «

fleast four times a year to, amongst other things,
e Company’s objectives <

y
and sfrategies to redlize the objectives, review

[ 11
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perform ce against agreed targets, consider and approve the annual and inferim
finonciol tatements and to discuss other matters of strategic importance fo the
Compa . Senior management of the Company attends Board meetfings by
whenever necessary.

mittees:

\ve running of the affairs of the Company, the Board has delegated part of
sibilifies to standing commiftees. The Committees operate under clearly
andates which spell out their responsibilities, scope of authority and
s for reporting to the Board. The Board has three standing commiftees,

Q) lit and Risk Committee
Thdllpurpose of this Commiftee is to review the systems established to ensure
soupd public financial management and internal controls, risk management
policies as well as compliance with policies, laws, regulations, procedures,
plafls and ethics.

b) f and Finance Committee
Thelpurpose of the Committee is to oversee staff and finance matters of the
Comipany, which involves employees’ conditions and remuneration policy,
bud@ets, procurement and performance confracts.

c) Technical and Commercial Commitiee

fLcing and marketing ifs products by providing adequate resources and
ing that such resources are effectively utilized in line with the Company’s
date.

The busines
strategies,
against thé
issues arisi
are ultima
performan

objectives is reviewed and discussed by the management team. Any
0 from these objectives are discussed by the Board Committees, which
ly reported to the Board, This is aimed at ensuring close monitoring of
e frends, forecasts as well as actual performance against budgets.
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CORPORATE SOCIAL RESPONSIBILITY

Agro-Chgpnical and Food Company Limited (ACFC) has continued in active
particioaffon in various projects as per our Corporate Social Responsibility (CSR)
policy. DWring the year the Company rehabilitated the old leaking roof at the
Muhoroniffub County Hospital in Muhoroni town besides sponsoring the Company
Football dub in the Football Kenya Federation second tier National Super League.

113
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STATEMENT.OF DIRECTORS’ RESPONSIBILITIES

hnies Act requires the Directors to prepare financial statements for each
gar which give a frue and fair view of the state of affairs of the company
as at the @8nd of each financial year and the operating results of the Company for
that year§l It also requires that the Directors to ensure that the company keeps
proper ack ounting records which disclose, with reasonable accuracy at any one
time the financial position of the Company. They are also responsible for safe
guarding fle assets of the Company. ‘

The Comg
financial

The Direcflbrs are responsible for the preparation and fair presentation of these
financial oTemenTs‘ This responsibility includes; designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of
financial s
or error,

accountin

$lecting and applying appropriate accounting policies and making
estimates that are reasonable in the circumstances.

rs accept responsibility for the annual financial statements, which have
red using appropriate accounting policies supported by reasonable and

The directt
been prep

prudent jdbdgement and estimates, in conformity with International Financial
Reporting $fandards and in the manner required by the Kenyan Companies Act. The
Directors de of the opinion that the financial statements give a true and fair view of

the financial affairs of the Company and of its operatfing results. The
rther accept responsibility for the maintenance of accounting recards
be relied upon in the preparation of financial statements, as well as
stems of internal financial control.

the state ¢
Directors f
which mad

adequate §

Nothing hd§ come to the attention of the Directors to indicate that the Company will
not remai going concern for at least the next twelve months from the dafe of this

statement.

. This s‘rcﬁen&nf was approved by the Board of Directors on September 28, 2016 and
signed on ifs benalf by:

R —
~

K. ATYABEI JOSEPH C. MWAURA
DIRECTOR
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REPORT OF ;THE AUDITOR-GENERAL ON AGRO-CHEMICAL AND FOOD COMPANY
LIMITED FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANCIAL STATEMENTS

Management$ Responsibility for the Financial Statements

Management Js responsible for the preparation and fair presentation of these financial
statements in ‘@accordance with International Financial Reporting Standards and for such
| as management determines is necessary to enable the preparation of

I’s Responsibility

My responsibility is to express an opinion on these financial statements based on the audit
and report in atcordance with the provisions of Section 48 of the Public Audit Act, 2015 and
submit the audit report in compliance with Article 229(7) of the Constitution. The Audit was
conducted in accordance with International Standards of Supreme Audit Institutions. Those
Standards require compliance with ethical requirements and that the audit be planned and
performed to abtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risk of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers interpal control relevant to the entity’s 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 of expressing an opinion on the effectiveness of the
Company’s int irnal control. An audit also includes the appropriateness of the accounting

Report of the Auditor-General on the Financial Statements of Agro-Chemical and Food Company Limited for the year
ended 30 June 2016

Promoting Accountability in the Public Sector



policies used and the reasonableness of accounting estimates made by the management,
as well as evaluating the overall presentation of the financial statements.

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

Basis for Qualified Opinion
Going Concern

Although the Company made a profit of Kshs.227,711,344 which reduced its accumulated
deficit from Kshs.6,802,260,465 as at 30 June 2015 to Kshs.6,574,549,121 as at 30 June
2016, the current liabilities of Kshs.9,042,987,816 however exceeded current assets of
Kshs.1,930,079,620 by Kshs.7,112,908,196 as at 30 June 2016. This situation indicates
that the Company is facing financial challenges. Therefore the financial statements have
been prepared on a going-concern basis on the assumption that the Company will continue
to receive financial support from the Government, creditors and bankers.

Qualified Opinion

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of Agro-Chemical and Food Company Limited as at 30 June 2016, and of
its financial performance and its cash flows for the year then ended, in accordance with
International Financial Reporting Standards and comply with Kenyan Companies Act.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Kenyan Companies Act, | report based on my audit that;

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 and;

ii. In my opinion , proper books of account have been kept by the Company, so far as
appears from my examination of those books; and

iii. The Company’s statement of financial position and statement of comprehensive
income are in agreement with the books of account.

{0

rer

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

Nairobi
06 July 2017

Report of the Auditor-General on the Financial Statements of Agro-Chemical and Food Company Limited for the year
ended 30 June 2016
2
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE ¥EAR ENDED 30TH JUNE 2016

2016 2015
Notes Kshs Kshs
I?evem,# 5 1,853,448,405 1,766,928,436
Cost o%oles 6 1,042,343,717 ___ 1,204,979,804
Gross Fﬂoﬂf 811,104,688 561,948,633
Other laicome 7 26,940,864 16,507,954
Finance Income 8 52,942,752 50,874,391
890,988,304 629,330,978
Costs
Admir%‘rroﬂve costs ¥ 352,404,063 328,952,458
Finonc%a Costs 10 280,038,866 287,182,485
Total #sts 632,442,928 616,134,913
Net Pr&fif / (Loss) Before Taxation 258,545,376 13,196,065
Toxcflﬂm Previous Year 11 17,046,879 13,397,341
Taxatin Current Year 11 13,787,153 .
Net P#fh‘ / Loss after tax 227,711,344 (201,276)
| 13
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AGRO CHEMICAL AND
FOOD COMPANY LTD

STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 30TH JUNE 2016

ASSETS
NON-CURRENT ASSETS
Property, Blant and Equipment
Intangible
CURRENT
Inventoriesiand Work In Progress
Receivables

Cash and ¢ash equivalents

TOTAL ASSETS
EQUITY
Share Capi
Capital Res&rves
Accumulatéd deficit
TOTAL EQUI
LIABILITES
CURRENT LIABILITIES
Trade and
Provisions
Loans

Tax Payable
TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

The financial St

4

4 j\ T

NOTES

12
13

14
15
16

17

18
19
20
21

16

Restated
2015-20146 2014-2015
KSHS KSHS
(12 Months) (12 Months)

2,297,843,353 2,345, %5,2
18,705,754 14,847,7,
190,887,118 230,9Y3.5|
513,038,433 354,5%1,9]
1,226,154,069 759,290,2:
1,930,079,620 1,344,855,7:
4,246,828,726 3,704,978,8:
60,000,000 60,000,0(
1,718,390,029 1,718,3%0,0:
(6,574,549,120) (6,802,260,46
(4,796,159,091) (5,023,870,43
315,594,439 137,862, 1(
25,603,656 23,712,8-
8,683,963,908 8,553,876,9¢
17,825,814 13,397,3«
9,042,987,816 8,728,849,2!
4,246,828,725 3,704,978,81

fements on pages 15 to 41 to were approved by the Board of Directors on September , 28
2016 and were $igned on their behalf by:
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FOR THE YEAR ENDING 30™ JUNE 2016 = FOOD COMPANY LID
STATEMENTOF CHANGES IN EQUITY
Share Capital Revenue
For the year eflded 30th June 2015 Capital Reserve Reserves Totals
(Kshs) (Kshs) (Kshs) (Kshs)
Asat Tst July 2014 60,000,000 | 1,718,390,029 | (6,802,059,189) (5.023,669,160)
Profit for the yair - - (201,276) (201,276)
As at 30th June 2015 60,000,000 | 1,718,390,029 | (6,802,260,465)| (5,023,870,436)
Asat Tst July 2415 60,000,000 | 1,718,390,029 | (6,802,260,465)] (5,023,870,436)
Profit for the ye - 227,711,344 227,71 1,344;
As at 30th June 2016 60,000,000 | 1,718,390,029 | (6,574,549,121)] (4,796,159,092)
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STATEMENT OF CASHFLOWS

AGRO CHEMICAL AND €E

FOOD COMPANY LTD

2015-2016 2014-2015
KSHS. KSHS.
Net Cash Inflowlifrom operating Activities:
Net Profit / Loss Before taxation 258,545,377 13,196,065
Adjustment for flems not involving movement of funds:
Interest on Loank 20 (B) 280,086,943 287,119,485
Depreciation 12(A) 117,018,053 110,050,552
Armotization 12(B) 6,019,588
Profit on Disposaliof property Plant and Equipment 7 (3.972,328) (335,713)
Tax Charged 11 (30,834,032) (13,397.341)
Net Operating Profit before
changes in workllg capital: 626,863,601 396,633,048
Increase/ (Decrd@ise) in working Capital
Increase inihventories 40,086,452 55,134,460
Decrease ifrecievables (158,446,511) (21,296,218)
Increase in oyobles 177,732,335 (54,478,863)
Staff Leave Q\/oble current year 22,241,482 71,625
Staff Leavepaid (20,350,672)
Taxation 0| rrent year 13,787,153
Tax Paid curlént year (9,358,680) 13,397,341
(@) Net Cash Flowllfrom operating activities 692,555,161 389,461,393
Cash flow from investing activities:
Purchase of assets l 12(A) (79,663,707) (153,495,519)
Disposal of Asset -Bales Proceeds 7 3,972,328 887,400
(b) Net Cash flow fflom invasting activities 616,863,781 236,853,274
(c) Cash Flow fromifinancing activities:
Repayment of Loa 20(B) (150,000,000) (150,000,000)
Net Increase/(declgase) in cash and cash equivalents(a+b+c) 466,863,781 86,853,274
Cash and cash eqdivalent at the beginning of the year 759,290,288 672,437,014
Cash and cash egdiyalent at the end of the Year 16 1,226,154,069 759,290,288

|18




REPORTS & FINANCIAL STATEMENTS AGRO CHEMICAL AND eE

FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD

NOTES TO THE FINA

NCIAL STATEMENTS FOR THE YEAR ENDED 30™ JUNE 2016

1.

NFORMATION

Agro Che ical and Food Company Limited was incorporated under the Kenyan
Companiel Act. The address of ifs registered office is as follows

GENERAL |

P.O. Box 41
NAIROBI

Principal pl@ice of Business
Muhoroni Fdictory

Muhoroni Téwn

P.O.Box 18-#0107

MUHORON

Telephone $254 020 2334020/1

PRINCIPAL ACCOUNTING POLICIES

Statement of Compliance

statements have been prepared on a historical cost basis except for the
it at re-valued amounts of cerfain items of property, plant and
arketable securities and financial instruments at fair value, impaired
assets at th@ir estimated recoverable amounts and actuarially determined liabilities at
their preseft value. The preparation of financial statements in conformity with
Internationdl} Financial Reporting Standards (IFRS) allows the use of estimates and
assumptionsfl It also requires management to exercise judgement in the process of
applying thalentity’s accounting policies.

The financic
measurems
equipment,

statements have been prepared and presented in Kenya Shillings, which
al and reporting currency of the entity.

The financid
is the functia

The financidli statements have been prepared in accordance with the PFM Act, the
State Corpdfiations Act, and Infernational Financial Reporting Standards (IFRS). The
accounting fpolicies adopted have been consistently applied to all the years
presented,
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Going Congern
The Comp@iny made a profit after tax of Kshs. 227,111,344 (2015: loss of Kshs. 201,276 )
during the Jor which was added to accurulated losses totaling Kshs. 6,574,549,121
(2015 6,80 60,465, In addition, the Company was in a net current liability position of
Kshs. 7,112808,196 (2015: Kshs. 7,383,993,475). These and other conditions indicate
doubt as t@ the going concern status of the company. Management has put in place
to address the situation:

ted the Company restructuring proposal to the parent Ministry and

Nati@nal Treasury to restructure the Company balance sheet,

o Utiliz d intfernally generated funds to finance its activities and investments as

opp sed to external borrowings.

the above, the directors believe that the company will continue in

existence for at least 12 months from the dafe of these financial
statement§l The directors believe that it is appropriate to prepare the Company’s
financial s femen‘rs on a going concern basis, which assumes that the Company will
continue t@ meet its obligations as they fall due for the foreseeable future.

'new and revised International Financial Reporting Standards (IFRSs)

Based on
operationd

Application o

ow standards and amendments to published standards effective for the
ended 30 June 2016

i) Relevant
period

ere no new and revised IFRSs that were effective in the current year that
act on the amounts reported in these financial staterments.

ii) Relevant new and amended standards and interpretations in issue but not yet effective
in the JFriod ended 30 June 2016

Effective for annual
periods beginning on or

affer
New #mc/ Amendments to standards
IFRS M Financial Instruments 1 January 2018
IFRS W® Revenue from contracts with custormers 1 January 2018
IFRS 1K Leases 1 January 2019

120
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G 30™ JUNE 2016 FOOD COMPANY LTD

new and amended standards and interpretations on the financial statements
d year ended 30 June 2016 and future annual periods.

b Revenue from Contracts with Customers
5 Revenue from Confracts with Customers

y 2015, IFRS 15 was issued which establishes a single comprehensive

‘ for entities to use in accounting for revenue arising from contracts with
ers. IFRS 156 will supersede the current revenue recognition guidance

g IAS 18 Revenue, IAS 11 Construction Contracts and the related

tations when it becomes effective.

re principle of IFRS 15 is that an entity should recognise revenue to

the fransfer of promised goods or services to customers in an amount
lects the consideration to which the entity expects to be entitled in
ge for those goods or services. Specifically, the Standard infroduces a

contragt
Step 5: ecognise revenue when (or as) the enfity safisfies a performance

obligafion

RS 15, an entity recognises revenue when (or as) a performance
DN is satisfied, i.e. when ‘conftrol’ of the goods or services underlying the

tors of the company anticipate that the application of IFRS 15 in the
Il not have a significant impact on amounts reported in respect of the
y's financial statements.

future
compd

Early adoption of standards

|

The company did not early-adopt any new or amended standards in the year
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Recognition

Revenue

Sale of sg
delivery

Added T
and cari

rits, yeast, carbon di-oxide and compounded spirits are recognized upon
D or collection of product by customers and are stated net of Value
X, Excise duty and discounts. Excise duty does not apply to yeast sales

!. di-oxide.

|

Interest icome is accrued on a fimely basis, by reference to the principal
outstandiflg at the effective inferest rate.

Other inme includes inferest earned on fixed deposits and from normal trading

activities @nd is recognised on accrual basis.
Taxation

Current ~'~ ation is provided on the basis of the resulfs for the year as shown in the
financial otemem“s, adjusted with the tax legislation. Current corporate tax rate is
30.0% on djusfed profit. There is no tax liability pertaining to the business income in
view of Josses available for carry forward of Kshs, 4,876,939,245 (2014-2015
4,870,619877)

the inferest income and rental income as separate sources of income

provided at 30%.

Taxation @
have bes

Deferred fox liability is provided using the liability method, for all temporary tfiming
differencgs arising between the tax bases of assets and liabilities and their carrying
values fofireporting purposes. Currently enacted tax rates are used fo determine
deferred Jax. Deferred ftax assefs are recognised only to the extent that it is
probable ffhat future taxable profits will be available against which temporary
timing diff@rences can be utilised.

Property, Rlant and Equipment

lant and equipment are recorded at cost or at professionally re-valued
s accumulated depreciation and any impairment losses.

Property,
amounts &

ant and equipment are re-valued at periodic intervals usually after five
Daisis of valuation is depreciated replacement cost,

Property d
years. The

Increases fin the carrying amount arising on revaluations are credited fo a
revolua‘rio surplus. Decreases that offset previous increases of the same are
charged @gainst the revaluation surplus. All other decreases are charged o the
income sf ement,

operty, plant and equipment are depreciated in the year of acquisition
vision for depraciation is provided for in the year of disposal,

Tangible g
and no pr
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Dep ' ciation is calculated to on the straight-line method to write off the cost or re-
valu@d amount of each asset fo its estimated residual value over its estimated

life. The annual rates used are:

Land 1.05%

Misc@laneous Property 5.0%

Buildings 2.5%

Planti& Machinery 4.0%

lnsTru entation & cooling units 4.0%

Motor Vehicles 12.5% for re-valued items and
25.0% for additions thereafter.

Computers 33.0% for re-valued assets and
25.0% for additions thereafter.

Furnitlire and fixtures 15% for re-valued assets and

10% for additions thereafter

Gainsflond losses on disposal of property, plant and equipment are determined by
refer ce to their carrying amounts and are taken into account in determining
opering profit. On disposal of re-valued assefs, amounts in the revaluation surplus
to tha l asset are transferred to retained earnings.

The c@rrying values of property, plant and equipment are reviewed annually and
adjus d for impairment where it is considered necessary.

Intangible Assets

Infandlble assets comprise the cost of acquired computer soffware programmes.

Expendliture on acquired software programmes is capifalised and amortised using
. . . : .

the sngh‘r-lme method over their useful life, generally not exceeding four years.

The .' rying amount of intangible assets is reviewed annually and adjusted for

i ' | ent where it is considered necessary. Infangible assets are not re-valued.

Amortization and Impairment of intangible assets.

Amortigotion is calculated on the straight line basis over the useful life of Computer
Softwale of three years.

All Co puTer software is reviewed annuadlly for impairment. Where the carrying
amou of an infangible asset is assessed as greater than its estimated recoverable
amou | an impairment loss is recognised so that the asset is written down
immedigitely to its estimated recoverable amount.

|

Inventoties

Finishedjalcohol and yeast are stated at the lower of production cost and net
redlisalie value calculated on “average” basis.  Production costs comprise
expendijure directly incurred in the manufacturing process and an allocation of
normal fproduction overheads aftributable to the process. Net realisable value

I 9%
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represafts the estimated selling price less all estimated costs of completion and
costs tdloe incurred in marketing, selling and distribution.

Non-cdfrent assefs are classified as held for sale if their carrying amount will be
recovdled through a sale transaction rather than continuing use. This condition is
regard@d as met only when the sale is highly probable and the asset is available for
sale il its present condition. Non-current asset classified as held for sale are
measured at the lower of the asset’s previous carrying amount and the fair value

Leasedl are classified as finance leases whenever the ferms of the lease transfer
substa , tially all the risks and reward of the ownership to the company as the lessee.
All oth@r leases are classified as operafing leases.

|

Compgny as a lessor

Rentalincome from operating leases is recognised on the straight line basis over the
term q@f the relevant lease.

Compeany as d lessee

Rentds payable under operating leases are charged to income on the straight-line
basis @ver the term of the relevant lease. Any payment required to be made to the
lessorfby way of penalty, fermination of leases before expiry of the lease period, is
recodhised in the year in which termination takes place.

Foreign Currencies

Asset§l and liabilities expressed in foreign currencies are franslated info Kenya
Shillin@s at the rate of exchange ruling atf the balance sheet date. The current ruling
exch nge rate was Kshs, 101.1994 (year 2015 Kshs.98.5511) as at the balance sheet
dateliTransactions during the year in foreign currencies are franslated at the rate
rulindliat the date of the fransactions. Redlized and unredlized exchange rate gains
or logges arising from such transactions are recorded in the income statement.

|

Borrawing Costs

Borrdving costs that are directly affributable to the acquisifion, construction or
orocdliction of a qualifying asset are capitalised as part of that asset. Other
porrdving costs are recognised as an expense in the period they are acquired.

i

|2
| &
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ment expenditure

rch and Develop

|

dh‘ure on research and expenditure is recognised as an expense in the period
in whlich it is incurred. Any internally generated intangible asset arising from
deve pmen’r (or from the development phase of an internal project) is recognised
if andonly if, all of the following have been demonstrated:

fechnical feasibility of completing the intangible asset so that it will be
le for use or sale.

* Thdlintention to complete the intangible asset and use or sell it:

» Thgkbility to use or sell the intangible asset;

* HoW the intfangible asset will generate probable future economic benefits.

» Thefl availability of adequate technical, financial and other resources to

8te the development and to use or sell the infangible asset; and
Obility to measure reliability the expenditure attributable to the intangible
ring its development.

bunt inifially recognised an internally-generated infangible asset is the sum
gxoenditure incurred from the date when the intangible asset first meets
ion criteria listed above. Where no internally-generated intangible asset
recognised, development expenditure is charged to profit or loss in the
which it is incurred.

The a
of the
recogn
can pe
period |

| Instruments

Financidll assets and liabilities are recognized in the Company’s balance sheet
when te Company becomes a party to the confractuadl orovisions of the

pany classifies its financial assets into the following catfegories; Financial
oir value through profit or loss account; loans and receivables: held-to-
vestments; and available for sale assets. Management determines the

e classification of its investments at initial recognition.

The com
assets at
maturity

approprid

Financial Assets at fair value through profit or loss

This COTer\/ has two sub-categories: Financial assets held for frading and those
designcﬁe at fair value through profit or loss at inception. A financial asset is
classified i ‘ fhis category if acquired principally for the purpose of selling in the short
ferm or if s@ designated by management.

1o
¥
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receivables are non-derivative financial assets with fixed  or
ble payments that are not quoted in the active market. They arise when
the comfany provides money, goods or services directly to a debtor with no

Loans

This categ@ry represents financial assets that are not;
(a)Financi I assets af fair value through profit or loss
(o)Loans dhd receivables

(c)Financi I assefs neld fo mafurity,

seTs are initially recognized at fair value plus fransaction costs for il
isets not carried at fair value through profit or loss. Financial assets are

Financial ¢
financial @

derecognifed when the rights to receive cash flows from the financial assets have
expired or fvhere the company has transferred substantially all risks and rewards of
ownership.

Available-f@ir-sale financial assets and financial assets at fair value through profit
and loss arf subsequently carried at fair value. Loans and receivables and held-fo-
maturity inesfmen’rs are carried at amortized cost using the effective interest
method. G hins and losses arising from changes in the fair value of “financial assets
at fair valug through profit or loss” are included in the income statement in the
period in whlich they arise. Gains and losses arising from changes in the fair value of
available fdt sale financial assets are recognized directly in equity, until the financial
asset is derflcognized or impaired, at which the cumulative gain or loss previously
recognized | equity is recognized in the income statement.

Cash and c@ish equivalents

bse of the statement of cash flows, cash equivalerits include short term
ents which are readily convertible to known amounts of cash and
within three months fo maturity when acquired; less advances from
1ble within the three months from the date of the advance.

For the purg
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Bank Borrowings

§ Dearing loans and overdrafts are recorded at the proceeds received, net
irfict costs. Finance charges, including premiums payable on setftlement or
btion, are accounted for on the accruals basis and are added to the
B amount of the instrument to the extent that they are not settled in the
hey arise,

oyables

At eactfibalance sheet date, the Company reviews the carrying amounts of ifs
assets tdidetermine whether there is any indication that those assets have suffered
men’r loss. If any such condition exists, the asset’s recoverable amount is
esfimatefl and an impairment loss is recognized in the income statement whenaver
ng amounf of the asset exceeds its recoverable amount. Where an
tloss subsequently reverses, the carrying amount of the asset is increased
ised estimate of its recoverable amount, but so that the increased
prount does not exceed the carrying amount that would have been
d had no impairment loss been recognized for the asset in prior years, A
an impairment loss is recognized immediately in the income statement,
elevant asset is carried af revalued amount, in which case the reversal
irment loss is tfreated as a revaluation increase.

impairme
to the rd
carrying
determing

|

The compfiny and its employees also contribute to the National Social Security
Fund whichllis a defined contribution scheme.

penefits-post employment benefits

Iny’s contribution to the National Social Security Fund is determined by

The Comp :

statutes an@lis limited to a specified contribution per month. Currently, the
contributio is limited to a maximum of Kshs. 200 per employee per month. The
contributiorl§ are charged to the income statement in the yearin the year which
they relate.

Defined Conffributions Pension Scheme

The compant operates a Definaed Contribution pension scheme for non-unionisable
staff, '
The staff retir@

ent Benefit Fund was established on 1 February 1982 and was first
held in Kenye Com S

National Assurance Company (in receivership). It was re-established

a
o
1

|27
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on 15t ctober 1994 and held in Insurance Company of East Africa Limited and |ater
red to Employee Benefit Trustees Limited, "its subsidiary”.

convel§ion approval by the Retirement Benefit Authority granted on 19" July 2004
30, June 2011, the Trustee deed, Funds Management agreement,
lent policy agreement has been complied with. The accounts for 2015 have
dited and submitted to the Retirement Benefit Authority. The scheme has a
123 members composed of 101 active members and 22 deferred members.
e year, 5 members joined the scheme while 4 members left the scheme.

any operates a bonus scheme for its employees. The bonus is payable on
achievainent of annual performance targets and upon approval by the Parent

Ministry

for staff leave

n is made to recognize staff entitlements in respect of annual leave not
he end of the financial year.

ring and rationalization provisions

ing provisions mainly comprise termination payments and are recognized
in the pdtiod which the Company becomess legally or constructively committed to
payrmen

Dividends

Dividendll on ordinary shares are charged to equity in the period in which they are

declcnre

]
0
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Compdratives

Where fhecessary comparative figures have been adjusted to conform to changes
in pres@ntation in the current year

CRITICAL JUDGEMENTS IN APPLYING THE ENTITY’S ACCOUNTING POLICIES

In the profless of applying the entity’s accounting policies, management has made
estimates @nd assumptions that affect the reporfed amounts of assets and liabilities
within the lhext financial period. Estimates and judgments are continually evaluated
and are blised on historical experience and other factors including expectations of
future evefits that are believed to be reasonable under the circumstances.

RISK MANAGEMENT POLICIES

The compfiny activities expose it fo a variety of financial risks. These involve the
analysis, oluoTion, acceptance and management of some degree of risk or
combinatidh of risks.

Taking risk§| is core to the business and the operational risks are an inevitable
consequergge of being in business. The Company’s aim is therefore fo achieve an
appropriat@ balance between risk and return and minimize potential adverse effects
on the comloany’s financial performance. The Company’s risk management policies
are designdd to identify analyse these risks, set appropriate risk limits and controls, and
to monitor fhe risks and at the same time ensuring adherence to laid down limits. This is
achieved by means of a reliable up-to-dateinformation system.

The compdhy’s Board Audit commifttee oversees how the management monitors
compliancdlwith the risk management policies and procedurses. Risk management is
carried outfoy the management undsr the supervision of the Board of Directors. The
Company !o an internal audit department. The internal audit undertakes both
regular andjiod hoc reviews of risks management controls and procedures, the results

of which ar@lreported to the Audit committee.

The compaly has exposure of the following risks from its use of financial instfruments:

o  Credifjrisk

s Liquid k risk

o Mork risk

»  Operdtional risk
Credit risk

Due to the iture of the Comopany’s operation it is exposed to credit risk. Credit risk is
the risk of firfincial loss to the Company if a customer or counterparty to a financial
instrument f@

Is to meet its financial obligations, that and arises from goods sold| fo

‘ 20
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and investments is short terms deposits. The company is exposed fo this risk
| I areas including frade and other receivables, and cash and cash
=| fs. However the Company credit risk is concentrated trade receivables in

terms of §ale of yeast to some customers on credit and who are to pay affer a period

The amo
30 June

the management,

f that best represents the company’s maximum exposure to credit risk as at
15 and 30 June 2014 is made up as follows:

Fully
Performing Past due Impaired Total
Sh Sh Sh Sh
At 30 June 2016
Cash and \ ash ] i
equivalen ; 1,226,154,069 1,226,154,069
Trade recivables 321,234,243 - 65,393,622 386,627,865
1,547,388,312 - 65,393,622 1,612,781,934
At 30 June 8015
Cash and dgish 759,290,288 ! - 759,290,288
equivalents
Trade recelvables 185,562,159 65,393,622 250,955,781
Q44,852,447 - 65,393,622 1,010,246,069

The bank bditinces are fully performing.

)

Market Risk

mpcmy undertakes certain  transactions denominated in foreign
es mainly in US Dollar, Euro, Sterling pounds and South African Rand. This

exposure to exchange rate currency fluctuations. The balances
impact@d in this regard are the bank balances and accruals denominated in
foreign '. urrency.

resulfs

e 30, 2016 an increase/decrease of 5 Percentage points would have
Y an increase/decrease in pre-fax profits by Kshs161,915 (2015; 293,301).

| 30
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est rate arises primarily from borrowings and cash and cash equivalents. The
pany’s management monitors the sensitivity of reported inferest rate

30™ June 2016, an increase /decrease of 5 percentage points would have
ed in an increase/decrease in pre-tax profits of kshs. 3,864,471 (2015 Kshs.
146).

resu

4,23

terest rate on the GOK guaranteed loan is fixed thereby eliminating the
st risk.

The
inferg

I
Liquidit Ri
Liquidity |‘ is the risk that the Company will not be able to meet its financial
i

i
obligationsfivhen they fall due. The Company’s approach in managing liquidity risk is to
ensure, as ;- as possible, that it will always have sufficient liquidity fo meet its liabilities
when fthey H due without incurring unacceptable losses or at risk of damaging the

company’siteputation.

2015-2016 Over 2014-2015

Financial Liabillties Within 1 year | 1 Year Within 1 year Over 1 Year
Sh Sh Sh Sh

Borrowings Rel@ted Parfies - - - 5
Borrowings - BAnk - - - -
Payables 8,683,963,908 8,553,876.965
Totdl 8,683,963,908 8,563,876,965
Financial Assets
Cash and Cashjequivalents 1,226,154,069 759,290,288 -
Trade Receival 321,234,243 185,562,159 =
Totdl 1,647,388,312 944,852,447 - |
Neft Liguidity Gd (7.136,575,596) (7.609,024,518) |

/ ensures that it has sufficient cash on demand to meet expected
operational gpenses, including servicing of financial obligations, this excludes the

| 31
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potentialfimpact of extreme circumstances that cannot reasonably be predicted. All
liquidity blicies and procedures are subject fo review and approval by the Board of
Directors JAll capital investments are funded by infernally generated funds.

levant maturity groupings based on the remaining period af the balance

8 to the contractual maturity date. The amounts disclosed in the table below
tractual undiscounted cash flows. Balances due within 12 months equal

g balances, as the impact of discounting is not significant.

| risk is the risk of indirect loss arising from a wide variety of causes
with the Company’s process, personnel, fechnology, infrastructure, external
or than credit, and market and liquidity risk such as those arising from legal
and regulitory requirements and generally accepted standards of corporate
behaviour

The Comdbny’'s objective is to manage operatfional risk so as fo balance the

avoidancdlof financial losses and damage to the company’s reputation with overall
cost effecliveness and avoid any control procedures that restrict initiative and
creativity inithe company.

The prima : responsibility for the development and implementation of confrols to
address oroﬂonol risk is assigned to senior management in the company’s
departments.
bility is supported by the development of overall Company standards for

The respong
‘ ent of operational risk in the following areas:

the managé

ments for appropriate segregation of duties, including the independent
ization and approval of fransactions.

menfts for the reconciliation of records.

jance with regulatory and legal requirements.

entation of control procedures.

i®ments for periodic assessment of operational risks faced by the entity,
adequacy of controls and procedures to address the risks identified.

> Requ

e © o o
O
©
0O
o

pliance with company standards is done on a continoud basis by senior
and infernal audit department.

e. Capital Risk Management
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The company manages its capital to ensure that it will be able to confinue as a going

concern
debt an
The capi

quity balance.

hile maximising the return to stakeholders through the optimization of the

| structure of the company consists of debt which includes porrowings

disclosediin Note 19 as well as retained earnings and issued capital as presented on

note 15 and 16

Consistenfiwith others in the industry, the company monitors capital on basis of the

gearing ratio.

This rafio

calculated@as tofal borrowings less cash and cash equivalent.

5. REVENUE
Spirit Sales

Carbon Dio
Yeast Sales

6. COST OF
Materials, En@rgy and Packing

Direct Salariq, wages and benefits

Plant Maintefilance and other Factory overheads
Selling and D@tribution Expenses

Stock adjustrients

7. OTHER INC
Profit on sale

fixed assefs

Rent paid by ployees
Miscellaneousiincome
Contract Boftli

8. FINANCE IN
INnferest on Fixe

deposits

| 33

calculated as net debt ratfio divided by the equity while Net debt is

2015-2016 2014-2015
1,680,356,232 1,541,199,596
8,526,236 7,699,524
164,565,937 218,029,316
1,853,448,405 1,766,928,436
700,783,756 871,893,016
240,866,746 221,769,615
69,931,093 72,968,592
20,924,580 10,085,510
9,837,542 28,263,070
1,042,343,717 1,204,979,804
3,972,328 335,713
6,858,115 6,556,281
10,840,021 9,615,960
5,270,400
26,940,864 16,507,954
52,942,752 50,874,391
52,942,752 50,874,391




REPORTS & FINANC
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Compute
Donations
Subscriptia
Guest Hou
Legal fees
Managem@nt Fees
Office equ men’r repairs

Motor Venhi Ie running Expenses
Postage, =| grams and telephone
Printing andlistationery

Travelling @ \o Accommodation
Marketing o| d Nairobi office expenses

Productivityimprovement

Consultancylland performance confracting
activities
Security Hire
Insurance a

s and Newsletter
Expenses

Licenses

Write Back O Credit Balances on Debtors
Recruitment @penses

Salaries and ‘
Staff welfare
Directors Hon
Board and Cd

Consultancy ¢

Drarium
mittee Sitting Allowances
d proffesional services

Depreciation

10. FINANCE C@®ST

Bank Charges

Exchange Loss i (Gains) Operations
Finance incom

AGRO CHEMICAL AND
FOOD COMPANY LTD

420,250 968,950
780,000 780,000
2,488,543 5,579,574
445,382 0
602,760 536,790
2,042,801 2,098,538
1,435,175 4,938,376
30,207,376 28,256,641
2,042,370 1,561,089
8,885,148 10,266,639
828,731 1,007,227
2,008,886 1,750,258
9,921,452 7,669,292
29,774,869 29,116,605
212,000 0
744,870 768,250
6,219,225 6,213,165
12,952,812 13,334,858
34,690
1,599,379 1,453,472
2,460,166 618,568
1,707,614
187,300 191,530
82,775,543 74,638,945
20,453,062 20,405,176
720,000 720,000
6,538,321.5 4,285,660
2,620,000
229,366,421 218,901,906
123,037,641 110,050,552
352,404,063 328,952,458
632,545 1,458,472
13,472 618,568
(694,093) 1,707,614



REPORTS & FINANCIAL STATEMENTS AGRO CHEMICAL AND $

FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD
Interest op loans 280,086,942 287,119,484
280,038,866 290,899,138
11. TAX C@MPUTATION
Tax on Refital Income Previous years 2,980,954 8,195,973
Tax on se@orate source of Income Previous years 14,065,925 4,038,661
Tax on Reftal Income Current year 398,534 1,162,707
Tax on se@rate source of Income Current year 13,388,619
30,834,032 13,397,341
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REPORTS & FINANCIAL STATEMENTS
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12 (A)SCHEDULE OF PROPERTY, PLANT & MACHINERY AND EQUIPMENT
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AGRO CHEMICAL AND 4%

REPORTS & FINANCIAL STATEMENTS E
FOR THE YEAR ENDING 30™ JUNE 2016 FOOD COMPANY LTD ‘ :
13.INTANGIBLE ASSETS
2016 2015
COST
As af July 41, 2015 20,020,415 1,947,613
Additions
Pledge Payroll Softw are 6,093,795
SAP ERP Phgise I 3,083,782
SAP - ERP Systern 17,154,607
Maarifa Payroll System 218,195
As at June 80, 2016 30,097,992 20,020,415
Amortizatio
As at July, 142015 8, 172651 1,168,568
Charge For the Year 6,019,588 4,004,083
As at June 30, 2016 11,192,238 5,172,651
Net Bok Val 18,905,754 14,847,764
2015-2016 2014-2015
14. INVENTORIES AND WORK IN PROGRESS
Raw materials dnd spares 178,004,547 208,043,962
Finished Goods 12,882,570 22,929,608
190,887,117 230,973,570
15. TRADE AND OTHER RECEIVABLES
Trade Debtors 386,627,865 250,955,781
Pre-payments 19,601,996 22,329,521
Creditors with de@it Balances 61,499,706 30,625,990
Other debtors 110,802,487 116,074,252
Total 578,432,055 419,985,544

Provision for Bad

d Doubftful debfs

(65,393,622)

(65.393,622)

513,038,433

354,591,922




NCIAL STATEMENTS
DING 30™ JUNE 2016

REPORTS & FIN
FOR THE YEAR

AGRO CHEMICAL AND ‘E
FOOD COMPANY LD &

16. CASH AND CASH EQUIVALENTS
Petty cash 4Nairobi Office 22,445 70,747
Petty Cash Muhoroni 142,430 531,637
Petty Cash §ehool 129,365 470,884
National Bafik Current Account Kisumu 153,355,158 176,235,725
Barclay Curfent Account - Kisumu 105,226,159 5,192,927
Nk US Dolldi Account- Horombe%Avenue 3,238,657 2,861,459
NBK Accounfi Harambee Avenue 10,016,502 499,346
Kenya Commilercial Bank -Muhoroni 63,607,704 4,834,174
National Bank of Kenya Savings Account Kisumu 3,939,143 1,824,221
KCB Account - Muhoroni 4,549,494 4,472,519
N.B.K Fixed D@posit 626,927,012 512,296,650
K.C.B Fixed d@posit 255,000,000 50,000,000
1,226,154,069 759,290,289
17. SHARE PITAL
Authorised 3,780,000 Ordinary shares
Of Kshs.20/= 75,000,000 75,000,000
Issued and full{ paid 3,000,000
Ordinary share§lof Kshs.20/= 60,000,000 60,000,000
18. TRADE AND OTHER PAYABLES
Trade Payables 61,964,218 64,760,159
Debtors with cragit Balances 31,422,721 16,426,497
Other Payables 222,207,500 56,675,448
315,594,439 137,862,104
19. PROVISIO
Balance as af baginning of the year 23,712,846 23,641,220
Provisions for the §ear 22,241,482 1,333,429
paid during the ygar (20,350,672) (1,261,803)
25,603,656 23,712,846




CIAL STATEMENTS
DING 30™ JUNE 2016

REPORTS & FIN
FOR THE YEAR

20. LOA Interest Rate
GOK ON-LENT 7%

Loans interclt deferred

Interest on K paid Loan 15.46

Loan Repaid
Loan Balanc

21, TAX PAYABLE
Tax Brought FQrtward
Income ftax chigrge
Tax Paid

MMITMENTS

Contracted
Authorised but flot Confracted

TOTAL

23. OPERATING LEASE

Payments underpperating leases

AGRO CHEMICAL AND eE
FOOD COMPANY LTD

2.941,884,000
5,133,687,589
608,492,319

2,941,884,000
4,927,655,709
684,337,256

8,683,963,908

8,5653,876,965

8,653,876,965
280,086,942
(150,000,000)

8,416,757,481
287,119,484
(150,000,000

8,683,963,908

8,553,876,965

13,397,341 -
13,787,153 13,397,341
(9,358,680) -
17,825,814 13,397,341
132,319,000 224,695,000
1,857,000 14,669,000
134,176,000 239,364,000

At the end of thelleporting period, the Company had outstanding commitments under

non-cancellable
due as follows:

Within one year

The current lease

to fifth years till theflease is renewed

| 40

1,599,379

perating leases for rental of the company’s Nairobi offices which fall

2016 2015
1,453,473

il expire on June 30, 2017 hence there is no rental lease in the second
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ING 30™ JUNE 2016 FOOD COMPANY LTD

24. CONTINGENT LIABILITY
There isfo pending demand of Kshs. 634,644,435 from Kenya Revenue Authority in
respectiof Withholding Tax assessment on inferest paid to Treasury over a period of
time adliinst the Loan paid by Treasury on behalf of the Company. The Direcfors
are of e opinion that this demand will be vacated and hence no liability arising.
There is B pending tax demand from Kenya Revenue Authority of Kshs. 7,310,579

arising fm a claim on spirits designated for export market and diverted fo the
local mdrket. The matter is currently in court. The directors are of the opinion that
the tax demand will be vacated and hence no liability arising.

25. RELATED|PARTY TRANSACTIONS

Mehta Gr
company
Managem
infernation
relates to
28,256,641,

p owns 44% of shareholding in ACFC and such a related party. The
rovides management services to the company in line with the
t Contract in place between The Government of Kenya and the
Investment Corporation. The fransaction with this party during the year
ayment of management fees of kshs.30,207,376 (2014-2015 Kshs.

|



