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Chemelil Sugar(omPanY Limited

An

For

Reports and Financial Statements
ended June 2022

KEY ENTIIY INFORMATION

Background information

Chemelil Sugar Company was established in 1965 as a private limited Company and later became a Parastatal in 1974' lt

ir.rrri^tfr"3 ,.r.rt.trt'unAer the Ministry of Agriculiure, Livestock, Fisheries and Cooperatives - State Department of

irip o"i"i"prent. The Company is domiciled in Kenya and is located along Awasi - Nandi Hills Road in Muhoroni sub-

County df fiiuru County, approximately 50 kilometres from Kisumu City'

Princlpal Astivities

The priricipal actiyity of the Company is to manufacture sugar and co-products from sugarcane and to establish and

;r;;r; ,ri.r..n. olantations. tts vision is to be the Company of choice in the production and marketlng of sugar as

*.if .r li i,iu.r*" Ju*topment in the region. The Company's core objectives include cane development, factory

capacity utilization, marketing and distribution, environmental management and corporate citizenship'

Directors

There r,Vere no serving Directors during the year/period after the appointment of the following members of the Board

*., ,"rfk"d on 22 Juiy 2o2O through the Kenya gazette dated 3'd August 2020 to take effect from tG luly 2022'

1. Mr. Zedekiah Kiprop Bundotich - Chairman - Exited on 22 Jul 2020

2. Mr. Gabriel l,lyangweso - Ag.Managing Director - Appointed May 2Ol7

3. Mr. David oslany - lndependent Director - Exited on 22 Jul 2020

4. Ms. Christine Atieno - lndependent Director - Exited on 22 Jul 2020

5. Mrl Georce Oballa - lndependent Director - Exited on 22 Jul 2020

5. rur] Utiariruarjorie Wasonga Nangulu - lndependent Director - Exited on 22 Jul 2020

"7 . prirf cipal Secretary Ministry of Agriculture - Alternate, Ms. Jackline Kiio - Exited on 22 lul2o2o

8. Priilcipal Secretary, National Treasury - Alternate, Mr. Kennedy Odhiambo - Exited on 22 Jul2O2O

9. Development Bank of Kenya - Alternate, Mr. Jacob Mananda - Exited on 22 lul2O2O

10. Agricultural Development Corporation - Alternate, Mr. Richard Aiyabei - Exited on 22 Jul2020

11. Vlvo Energy(K) LTD Alternate, Ms. Naomi Assumani - Exited on22 Jul2O2O

ctrlef olfficers

l. Mr. Gabriel Nyangweso
2. Mr, Emmanuel Obetch NBala

3. Mr, Joseph Onyando
4. Mr, Joseph Klilu
5. MrL Constance Webale

6. ru!. linoatr Klplagat
7. uJ. :ackline Kotonva

Corporate Secrebry

lmage Registars

P.O. B$ 9287- 00100
Nairobf, Kenya.

corpor[te Headquarters

P.O. Box t7740LO7
Awasi-Nandi Hills Road

- Ag.Managing Director

- Head of Finance

- Head of Agriculture (Ag)

- Head of FaaorY (Ag)

- Head of Human Resources (Ag)

- Marketing Manager

- Internal Audit Manager (Ag)

Kenya
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For the ended June I2022

KEY ENITTY INFORMATION

Corporate Contacts

(Continued)

]1'lll':" :( 2sQ o2o -203t8s3 / 4 / s

[ii][ ofnce@smair.com

Corporate Bankers

X. Kenya Commercial Bank Limited
P.O. BOX 7740700
Kisumu, (enya

2. Co-operative gank of Kenya Limited
P.O BOx 30151140100
Klsumu, (enya

lndependent Audltors

Auditor General
Kenya National Audit Offlce
Annlversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

Principal l_egal Advisers

1. 
ltigos Ogamba & Company
P.O. Box lt- 4OL0J
Nairobi, Kenya.

2. 
9tieno RaSot & Company
p. o. Box30sl _norbo
Kisumu, Kenya.

lv
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it Sugar ComPanY Limited

Reports and Financial Statements

ror thE ended June 30, 2022t vear

,*, ,Jo*, oF DlREcroRs (lmmediate Previous)

KEY QUATIFICATIONS AND EXPERlENCEoiRecroR's ruRur

20th September, 2018.

He is a renowned businessman with a wide knowledge in transport and dairy industry

spanning over 15 Years.

Holds Bsc. in Management and Marketing (Royal Holloway University of London),

Diploma in Business Management.

Board of Directors with effect from
Mr. Bundotich was aPPointed as Chairman of the1. Mr. Zedekiah

Bundotich
Kiprop

Chalrman

University, BSC in Agriculture from University of Nairobi and lnternational Certificate in

sugarcane Agronomy from Mauritius. He has served sony sugar as out Srowers Manager,

Nucleus Estate Manager, Transport Manager and Head of Agriculture - a position he held

until secondment to Chemelil Sugar Company as Managing Director in an acting capacity

from 5th MaY 2017.

in Strategic Management from EgertonMr. Nyangweso holds a Master's (MBA)Degree

Ag, Managing Director

2. Mr.Gabriel
Nyangweso

advocary and advice, and strate8ic public management with special bias to

communication, HR Management & organizational Development. He holds MSc' Public

policy from the University of Bristol, United Kingdom and Bachelors Degree in Arts

10 years' experience in PolicYMr. OsianY is a Public Poliry professional wlth over

3i Mr. David OsianY

lndependent Director

september, 2018.She is a Lawyer with vast experience in consultancy services and

research. currently a partner in charge of Finance and Administration at Maangi and

otieno Advocates. A member of various professional bodies e.g. FIDA, LSK, and GRADLE'

Has previously consulted for APHIA-USAID, Oxfam GB, and Committee for

of the Company with effect from 20thMs. Atieno was aPpointed Board member

i Ms. Christine Atieno
Otieno

lndependent Director

He has Masters in BusinessMr. Mananda represents Development Bank of Kenya

Administration (Finance).

Mr. Jacob Mananda

Alternate Director

Mr. Odhiambo represents the National Treasury as per

Alternate to Principal Secretary, The National Treasury

the State CorPoration Act.

Alternate Director

KennedyMr.
Odhlambo

v
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Chemelil Sugar Company limited

Annual Reports and Financial Statements

I
For the year ended June 30, 2022

7. Mr. Richard
Aiyaibel

+.

Altern
8. Ms. Jacq&tinc Kiio

of
and

lndependent Erector
I

i

9. Mr Obala

,
I

10.

Direhor

rs,

11. Ms.

lmage
Company

Richard Aiyabei aged 5X years is a holder of MSc. Degree in Agronomy fr I UrEldoret, BSc. Degree ln Agriculture Moi University and Dipk a i
from

nagement from Egerton University. He is currently the Managing DirectorDevelopment Corporation a position he rose to progressively sin joirin 1990 as an Assistant Farm Manager. His Directorship roles incl :s, ISeed Company and Chai rman Agro Chemical and Food Company ltr . vlrbei is a member of World ploughing Board, Kenya Ploughing Oganisation (trrman), ASK Council Member Eldoret Branch and ASK Member of Executir lon
Ministry of Agriculture, Livestock and Fisheri es. She joined the Board ,2018.

Mr. Oballa, aged 52 years is a holder of a Eachelor of Comm erce in Marke . gD
I fror

tS€

(1se2) from University of Nairobi and Advanced Diploma in Marketing (2003
lnstitute of Finance Management. Currently, he is a Director, Lead Consultan
Resources Ltd and Regional Director for East Africa at Forefinance/Scopelnaighr.

Nangulu holds a Maste/s degree in Administra tion, Tourism-pu njabi Univdiploma in Computer Applications, Computer Center-Chandigarhof Commerce.punjabi Uhiversity , lndia. She has worked for Citibarexperience Head (Kenya a nd Uganda).

Miriam Ndirangu represents Image Registrars who are appointed as .orTby the Board of Directors. She is a member of lCpSK.

,ty
lndie

' N.A
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{ TEAM

KEY qUAUFICATIONS AND EXPERIENCENAME

Ag. Managing Director

. Gabricl Nyangweso,
(Strategic Management)

Head of Factory (Ag)

r. loseph Mutisya Klilu
(Food Sc. &Technology)

d of Finance

Mr. Emmanuel Ngala

BA, BCorn (Accounting),

ACCA, MKIM

of Agriculture (Ag)Mr. Joscph Onyando
BSc. (Agriculture)

Audit Manager

Jacqueline Kotonya
(Chemistry), AWSE, EIK
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(

Head of Human Resource(Ag;

Supply Chatn Ma nager(Ag)

Manager

"#;;;il',T::X,."llll"o,,cHRP(K)

Mr. Japheth Oiwanp
(Purla:lp & suppiies), Dip

BA, KISM, CIPS

B8M

",o[ffiil;$,"#i(Marketing), MSK

I

I

I
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Chenlelil Sugar ComPanY Limited

an6.,rhl Reports and Financial Statementss For the year ended June 30, 2022

.,o,*I,o*,, STATEMENT

ovE

Despite the Sugar lndustry's continued general sugarcane deficit, the cane supply in Nyando sugar belt during the

ZOZI1COZZ financial year was much better compared to a number of preceding year(s) owing to the effect of the long

rains of 20$ and 2020. Sugar selllng price was also generally stable during the year being supported by government

control over sugar imports. ihe main set back that curtailed the Company's performance during the year under review

was frCquent bieakdowns of key machinery in the factory due to ageing plant. The plant had not undergone major

maintefiance since the year 2013. This led to inefficient factory operations, loss of production time and low sugar

recovery which affected production, profitability and cashflow.

oPERAITTONS

The volume of cane milled reduced to 275,853 tonnes down lrom 4Lt,Ll2 processed in the previous year. This was

mainlv because of low uptake of the raw materlal due high down time. Unlike the preceding year where the factory ran

continJously for all the 12 months, the factory had to shut down for maintenance after 9 months of milling in the

financidl year under review. The average conversion ratio was relatively worse at 15.14 tonnes of sugarcane to one

tonne of susar @mpared to 14.75 achieved the previous year. The Company sold a total of L7,246 tonnes of sugar

compaled tI2g,Ogt'tonnes sold in zO2O/2o2L. Accordingly, the gross turnover dipped to Kshs. 1,708 million down from

Kshs. 2]565 million achieved in the previous year mainly because of lower production and sales volumes.

RESUT+5

The Corlrnpany posted an increased loss of Kshs 695 million compared to the loss of Kshs 551 million in the previous year'

TA)(CONTRIBUTPN

The Cofnpany continued to be one of the large tax payers to the government. During the financial year, the Company

accrued/paid Kshs. 236 million in vAT compared to Khs. 354 million the year before.

coRPo[ATE SOqAL RESPONSI BILITY

Despitd constrained cash flows the Company continued to play its role as a responsible corporate citizen. The key focus

areas durinq the vear under review were education, health, sanitation and environment. Through lts own sponsored

Cnemelit Su]gar primary and secondary schools and by supporting a number of other public schools within Chemelil

zone, tfe Company continued to empower the population in the community. The Company also operates a health

facility which supports the community's health, through its MCH and general healthcare services.

DlvlDEl'lDS

The corhpany remains committed to its primary objective of maximization of Shareholders' fund and in giving a return

on inveFtment through payment of dividends. However, due to the low performance for the year, loss incurred and the

aforemfntioned financial constraints, the Company was not in a positlon to pay dividends. Measures are being put in

place arf d this situation is likely to change in the coming years and dividends shall be paid accordingly.

PERFOdMANCE CDNTRACT

The company entered into a negotiated performance contract with the Government of Kenya for the year 202U2022 by

setting ltargets in line with the Strategic plan 2OL7l2Ot8-202t12022 and the Approved Budget for 202t12022' lhe
Company did not achieve its profitability target for 2O2Ol2}22given the conditions it operated in but there is strong and

positivJ indication of improved performance towards achieving and surpassing our boundaries of success.

lx
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Chemelil Sugar CompanY Umlted

Annual Reports and Financial Statements

For the Yea r ended June 30, 2022

REVIEW OF CURRENT AND FUTURE BUSINESS OUTLOOK

Access to adequate quality raw material and stability of market sugar price remain the key determinants of the

Company's operational performance. The company continues to engage and/or contract farmers for cane supply.

lmprovement ln cane availability is being pursued through planting of high sucrose and early maturing cane within the

nucleus estate and improving extension services to farmers. Continued support to farmers with farm inputs and

implements is onaoing. All these efforts are aimed at improving the quantity and quality of sugarcane for milling. The

cane testing unit which will peg cane payment on sucrose content thus ensuring the company Bets value for rnoney is

almost complete.

The Company,s S-year strategiEplan l2OL7h8-2OZLl2O22l had targeted to increase cane yield from 48 TCH to 75 TCH

and to mill 871,OOO tons annually by the year 202L12022. Though these targets were not achieved in the year under

review, it is envisaged that the Government commitment to privatization of the five public sugar mills will inject new

funds to revltalise factory efficiency and mitigate the inadequate cane availability and supply to the factory. The process

is expected to enhance competitiveness, profltability and sustainability of the Company. The company is also keen on

cost controls and inrproved corporate communications policy to ensure it has support from all stakeholders.

The government appointed a tasKorce to review and advise on the design, development and irnplementation of the

,ug.i indrrtry price stabilization framework which has looked into ways of stabilizing the incomes of different players in

the sugar value chain going fonvard. The implementation of recommendations by this task force is expected to sanitize

the regulatory regime, control sugar importation and create a level playing ground for all in the industry.

The COMESA safeguard measures were also extended to February 2023. The Company's generally improved

performance levels should enable it compete when that time lapses. The Company will continue to enhance factory

efficiency and increase the branded sugar production. Cost management lnitiatives will continue to be implemented to

return the company to profitability. More land in the catchment area is being put under cane to meet the factory

optimum requirements and irrigation project is being enhanced to increase cane yield. The cane development program

will continue into the next year where a further 3,000 hectares are targeted.

APPRECIATION

Much gratitude goes to all our cane farmers who have stood with us during these difficult times. We also thank our

suppliers, the Commodity Fund and the National Government for the loans given to us, cane transporters, cane

development contractors and the sugar customers for their valued support in the last one year. Finally, sincere thanks

to the management and staff for their hard work and continued commitment to Company Soals even during the difficult

times experLnced for the better part of the year. There is all optimism that we shall all improve our performance to

meet our targets for future Company sustainability.

LL
,h CHAIRMAN

x



Orerr{eiil Sugai CompChv Limited-- '

?
I Reports and Financial Statements

For e ended June 2022

REpoqr oF THE CHIEF EXECUTIVE OFFICER

It givel me pleasure once again to present this report on the performance of Chemelil Sugar Company Limited for the

year ended 30th June 2022

OVERVIEW

Even though there was positive effort towards restricting sugar importation which helped sustain good sugar prices in

the mCrkei, the Company's revenue generation and cash inflows were affected by low production arising mainly from

loss of] productign time due to frequent factory breakdowns. The breakdowns caused by the aging plant adversely

affected throughput and conversion ratios. Other operational challenges included low agricultural machinery availability

and lop cane yidds.

PERFORMANCE REVIEW

i) Financlll Performance

the ovlerall result of the year was an operating loss of KShs. 695 million compared to a loss of Kshs.551 million recorded

in the previous year. The is because of increased factory inefficiencies and also because milling operations were

sustairled for only 9 months of the financial year compared to 12 months in FY 2021. ln addition, some maintenance

cost inburred during the shutdown have also contributed to the loss.

The nqt turnover for FY 2022 decreased by 33% to Kshs.1,473 milllon down from Khs'2,211 milllon in FY 2021. This

comprlsed Kshs.1,432 million (2021-Khs.2,137 million) from sugar and Kshs.4L million (2021-Kshs.74 million) from

molastes. The reduced turnover attributable to lower sales volumes was desplte the better sugar selling price for sugar

compatred to the previous year. Molasses price was worse compared to the year before.

An incleased gross loss of Kshs.486 million (2021-Kshs.6 million) was attributed to the high cost of production arising

irom iJr pro."it material losses and high cost of spares and repairs caused by frequent factory breakdowns during the

year under review.

N4arketine and distribution costs increased by 34% mainly due to higher staff cost after some positions that were

previously vacant were filled. Administration cost reduced by 6% as a result of cost control measures during the year

under review. Finance cost reduced by 77% because a significant portion of the lonS-term loans stopped accruing

intere!t.

ii) Agrlcultural Operations

Cane delivered to factory during the year totalling 276,003 was 33% lower than 411,654 delivered the previous year.

The angrage pol (sucrose in cane) was 11.08% (2O21-t1.88%). The decrease in quantity is attributed to the 9 months

only oi operations compared to 12 months in the previous year. This is in addition to the relative low factory intake of

,re.r frn" due to high amount of down time during the year. The Nucleus Estate contributed 30,218 (11%l while

ZAi,ZdS was sourced from farmers within Chemelil zone. The price of cane per ton increased by 8% to Kshs 4,563

compa ed up from Kshs. 4,040 in FY 2021. Cane pricing committee was involved in setting minimum cane price based

on prevailing ex-factory price of sugar.

Weather conditions during the year was favourable for cane production as the cane zone received relatively high rainfall

(2021-1681.8mm) although slightly lower than the long term mean of 1,855.2mm' However, cane

to an average of 35.86 TCH compared to 49.6 the previous year due to continued cane pouching

by neighbouring millers in unfair competition during the year

mean
yields

1782.9mm

xl



Chemelil Sugar Company t imited
Annual Reports and Financial Statements t
For the vear ended June 30,2022

REPORT OF THE CHTEF EXECUTTVE OFFTCER (Continued)

rdiii,.r-{T:iE.,r:jli,:ffi81[',::::iil:l#ffi'[j.,:fi,:",ghed, harrowed and rurrowed asains, 

,

low at 100 bags due to financiar constraints. 
-" '-' " {'arte! ot 400 ha' Fertilizer supply for prrnti"g *itop dressing was

,?:ffi[,filr1*1,:J;:;l*::]Xlj",,l":lensase rarmers and other industry stakehorders to appraise them o
iri) Factory Operataons

The factory milred a totar of 276,003 tons of cane in the year under rev.

iiffi:il?l:fi:".i:,i:I*j*hl;.li1"-rd';;;#;,,ffi['J#,'J::,:,11"",,11t#fl*"jj::#1,"?from the r'rucleus t""". *".rl"ri;iff;1 3s0'472 tons of cane tirr"a ..me]r# tr.il"=rrln,," 60,799 tons camrfarmers for cane supprv was rsns. r,ooi mrri"""iiol"ot,s 1,334 mi*on).The cane supplied wasmilled at a conversion ratio of 76.14 (2021-L4.7s) tonnes of cane to 1 ton of sugar to produce
[t!'ifftri;:::.'"if;ff[*ki:-;..";l1oauceo," rr',ii,-,iiis production,.o,","n,, jizodecrease 

comparedbecame more rrequent in the,r,i.J.ii'r",irffiffi,,,""1.,:i [[rlffi.]1,;:::ittiffi;5;: ,,""" ;;ffi;:
ced sugar recovery.A total of 978 tonnes.of su8ar representing 6%ol 

'1a1'produced was b31de!. Sugar quarity remained hlgh as the
company complied wi*r tne-renvlrrr"rr'i"ri ."o.ras trieii;;r1,i".n,, ro, st.nJJrf,i#"rlrru for.brown sugar.iv) Sates and Commercial Activities

Th-e company sold a totar of 17,z46tonnes of SUerr.amnrr^r ^: ^^ ^^-prices per ton of sugar and ,not.rr", ,,rJ.€sugarcomparedto2S,o3ltonnes.sold in2020/2021. Theaveragenetrespectiverv. tn" 
*.1.1:.," ;;';;";;r;:, :'.l:.. 

tH:t#rr1-ffr-s.zs,s) ."0 *,i,li,*03 (2021-Kshs.5,165)

Stifi:ily[::fjH:1l";;;;ilfi,:l on n *," ,;;;:;h" ;.r:,Tl:],Tl. f::f,ti ;i*l,i*:ftr
Most companies have
towards ,;+",i" i..jH:'ffi,'r,'i:llril,,#'.ffi:fi:::"flJ::'ffi[tr.:ffiiJ5,:"rfij"[.#.JfH::
competitors basicallv due to.low in'"tt'"it'in'i,-,,"r. ii" tirir,llirl*0, to expind ii, ,re..'Lr"oing capacity to
Increase availability of branded p"ttt ii ti" 

"it"t "no 
,".ur" ,orrlJrti"r ro.." in rocal supermJ'rkets going forward.qUALTTY MANAGEMENT

;lr:l"t*fit:;f:T"'* Limited has maintained an efrective euariry. Manasement system (eMs; a.ror, ,,,overa,,perrorm.";; 
"-'-fr:U';,]$il;[:jJ[:j*::i::nl*::.;,X ;;,"..,i;il',."Hi[,u .n, sustain the

CORPORAIE SOCIAT RESPONSIBIIrrY

.31^4{i{,:;::ff:liffiI;"1l1liT,ll":il:li'"1" 
prav its rore as a responsibre corporate citizen with key rocusschoots and bysupportilr,::y.,0-"1,,o,n"i'o,i,l:,.il:::r*tff:'r"J#fl,1111y"1i iG;il;:" and secondary

ffi:'J,il[T;,ffi:"i;Il1T,;'i ji,l*:#[{-osa,rcsiaiffi ill'.:,:ff f }';Tff :,:,"ff3;;,t:ilncounty. 
: 

-- '-'""'sJ ru, rne same year was ranked the best,, ,t,"."r" ,"0'r"., n,rn,, in KisumuThe Company operates a Herlrh ianlra +L_r -..
services, p,",.nii," i".ilJ::[lj;[:::ff::r#",,.,.J;;:;5,[:::r:iliii:i::*:;::;,fl,:il"**r..T;
commissioned water suppry *',dl;*r-;;;#ty rrom ci"iJii.i."i"-rr'r;o,.ril;;il;iiore 

water suppry

xlt
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Cherrielil Suga r ComPanY Limited

t Ann'u1l

For the
Reports and Financial Statements
yea r ended June 30,2022

REpoRlr oF THE CHIEF ExEcurlvE oFFlcER (continued)

The Cdmpany maintains a tree nursery which supplies tree seedlings for planting in the non-caneable parts of the

Compapy's expansive nucleus estate as well as for supply to farmers and the community in pursuit of 10% government

tree cofre. policl. Tree seedling s were supplied during the year under review.

HUMAI CAPITAT INVESTMEMT

The Cqmpany's HR strategy remains focused on building a strong unified team with excellent skills and the resilience

nl."rr!.V to return the Company to prosperity. We believe that our people are the lifeline of the Company's business

and that strateglc investment in the people enables us attract and retain a highly skilled workforce. The company's

commifment to continuous training and development remains strong despite prevailing financlal constraints'

The ceherally harmonious relationship between management and Union suffered some tension in December 2021 after

tte LrJion called for a strike to demand some unpaid salary arrears. This was resolved through consultations and

nesotietions.NormalcyresumedinJanuary2022.WiththeCBAnegotiatedforZoLT-Lghavingexpired,newCBA
n"lotiltion, are expected anytime, the delay has mainly been due to the obtaining industry business challenges'

unceftor, DtsPurE REsoLUTtoN AND coMPLtANcE

During the year, the Company continued to be vigilant to maintain compliance with laws legislated and government

orfi.rlir*,ir"s lssued at both national and countylevels. The internal legal compliance environment has continuously

been Lyaluated in order to mitigate against any legal exposure in a timely manner.

The Cqmpany wlll continue to explore options available to ensure that operational disputes are minimised and that

alternaltive dispute resolution mechanisms are embraced as a way of resolving most of the current and future litigations

while ensuring that the interests of all parties and stakeholders are fairly taken into account.

INFORfuIATION AND COMMUNICATION TECHNOLOGY

The Co!.npany completed the upgrade of its Sun System to version 6.4 during the first quarter of the financial year' This

came with improvernent of existing modules and introduction of new ones including purchasing module, inventory

,"irfl, sales module and fixed assets module and involved significant computerization/automation of erstwhlle

manual processes.

During the rest of the financial year, the emphasis has been on process improvements and benefits realization by

buildinE user capacity and drlving utilization of the lCTs in order to realise and sustain competitive advantage. The

progr"Ir is good and better efficiency in information management is expected going forward.

APPREftAIoN

On bedalf of Management and staff, I wish to express my Sratitude to all our stakeholders for their valued support over

,fr" p"tioA. rey ariong them are cane farmers who have stood with us during these difficult times and have now

redouUled their efforts in cane farming. I also wish to thank our sugar customers,.materials suppliers and service

pioviAlrs, the Sugar Directorate and Ministry of Agriculture, Livestock and Cooperatives for their continued supPort' lt is

expected that the Board of Directors will be reconstituted soon so that the Company continues to benefit from their

,.i*alguiOr"ce and oversight during the coming financial years. Finally, I thank the management and staff for their

hard work and continued commitment to the Company.

[^A'I'^\
. GABRIEL NYANGWESO \
@
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance is a key element contrlbuting to Chemelil Sugar Company Limited Business success and

sustenance. To this end, the company has implemented the Mwongozo Code of Governance as the Corporate

Governance blue print for State Corporations.

The Board of Directors

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

guidance as well as setting the strategic and policy direction for the reallzation of the overall Company's strategic

objectives.

The Board is normally comprised of independent, norr-executive Directors, including the Chairman. The Directors are

given appropriate and timely information so that they can maintain full and effective control over all strategic, financial,

operational and compliance issues of the Company. All the non-executive Directors on the Board are independent of

management and free from any business or other relationship which could materially compromise the exercise of their

independence.

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

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

Eoard Meetings

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

Governance, in order to monitor the Company's planned strategy and review of the financial performance. Specific

reviews of management performance, operational issues and future planning are also undertaken. The Board has a

calendar for meetings and matters reserved for it. The directors receive appropriate and timely reports to facilitate

informed deliberations and decision making.

Eoard Committees

The Board has three standing committees with speciflc delegated authoritles and terms of reference. These are Audit

Committee, Finance and Human Resource Committee and Strategy and Technical Committee. The Board Committees

meet at least once on quarterly basis. The respective committee Chairpersons present their reports to the full Board at

the quarterly meetings. The details of these committees and their membership before the revocation of the Directors'

appointment were as highlighted below; -

1. Audit commlttee

Members

Mr. Jacob Mananda
Mr. Kennedy Odhiambo
Ms. Jacqueline Kiio
Mr. Gabriel Nyangweso

Chairman

Managlng Director (Ag)

Role and Functlons

The Committee meets quarterly or as maybe necessary. lts responsibilities include; the review of interim and full

year financial statements so as to ensure compliance with accounting standards and other disclosure requirements;

the maintenance of the Company's system of accounting and internal controls; liaison with the external auditors of

the Company and putting into effect their recommendations. The external auditors, internal audltors and the

Company management may be called to attend any meetings of the Committee to clarifo any issue as required by

the Committee.

xlv
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CORPORATE GOVERNANCE STATEMENT (Continued I

2. Hqman Resource and Finance Committee

3. Sfitategy and Technlcal Committee

Memberc

Christine Atieno
Kennedy Odhiambo
David Osiany

Mohammed Bulle
Gabriel Nyangweso

r. David Osiany
r. Richard Aiyabei
ls. Christine Atieno
ls. Jacqueline Kiio

lr. Jacob Mananda
lr. Gabriel Nyangweso

rticular

Managing Director (Ag)

Role and Function

The Human Resources and Finance Committee meets quarterly and is mandated to review financial performance

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

Board on e>ecutive management appointments among other issues'

Chairman

Chairman

Managing Dlrector (Ag)

Rple and function

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

dlversificatlrcn and information technology needs of the company and make recommendations to the Board on

syitable long-term strategies for the company'

The Board appoints other committees as and when required. During the year under review no Board or Board

Comrnittee meetings were held.

Communlcatlon with Shareholders

The tompany is committed to ensuring that shareholders and stakeholders are provided with full and timely

"i"r,[.iiJ" 
iuout its performance. This is usually done through the distribution of the company's Quarterly and

o""rLin"rrr,r to the National Treasury, parliament and Parent Ministry on quarterly and yearly basis. ln this regard,

the C[mpiny complies with its obligations on good corporate governance practices as contained in Mwongozo Code of

CorpQrate Governance.

Board Evaluation and Performance

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

evaluation for each director, evaluation of the chairman ofthe Board on the overall Board interactions and conduct of

business and the Chtef Executive Officer. This is facilitated by State Corporations Advisory Committee (SCAC)'

Conflict of lnterest

All
to

are required to inform the Board of any conflicts or potential conflict of interest they may have ln relation

items of the business, in which case they are required to absent themselves from the deliberations and

those matters, unless resolved that they remain.

xv
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CORPORATE GOVERNANCE STATEMENT (Continued)

Mwongozo Code of Governance

The Company has implemented the Mwongozo Code of Governance for State Corporations which was issueC by the
Presidency. The Company has re-aligned its Code of Conduct to the Leadership and lntegrity Act 2012. All the Directors,
management and employees are required to uphold.

Rlsk Management Report
Section 3.2 (a) of the Mwongozo code of conduct requires that the Board ensure the development of a policy on Risk
Management. ln compliance therefore, the Company is developing the Enterprise Risk Management Framework and the
Risk Register.

Management is accountable to the Company for designing, implementing and monitoring the process of risk
management and integrating it into the day today activltles whlle the Eoard will be responsible for the adoption or
upgrading of the risk management plan. Risk management is the primary responsibility of line management,
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DISCUSSION A]{D ANATYSIS

Flnanclal Performance

rned a net loss before tax of Kshs. 695 mlllion baslcally because of inefficlencles of the hctory whlch
wlthout any maJor malntenance. This was a wonie performance compared to the prevlous year ln
posted a restated net loss of Kshs.551 mllllon. The lnefflclent condltlon of the fuctory was the main

ffnanclal performance during the year 202!2022 as low volumes were produced and sold durlng
mllllng.

was generally available for most of the year 202L/2022 because the long ralns of the years 2019 and

cane growth, the Company dld not take advantage of this because the factory.wat not always

the cane. The frequent stoppages created a negatlve effect on factory operatlng efficiency thus
converslon ratio of 16.14 (2020-14.75) tons of cane per ton of sugar. Secondly, unlike the previous year,

out of mllllng operations for 3 months of the flnanclal year.
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Other operations were also adversely affected by constrained cashflows. Although the Company's reputation of
accurate cane weighment was maintained, it could not sustain consistent weekly payments to keep the credit period
below 2-3 weeks and some farmers could not continue preferring Chernelil Sugar as the destination for their cane. The
was only able to pay up to 50% of employees' net salaries during the year. ln the 2nd quarter, industrial tension
precipitated from demands by the union for full pay and arrears. Eventually, cane supply declined and it became more
difficult to continue honouring negotiated supply and payment schedules with most key suppliers using the little
revenues generated from the relatively inefficient milling.

Given that the government had allocated some funds to the Company for maintenance, Management reached a

consultative decision to shut down the factory in April 2022 and undertake maintenance before resumption. The 4th
quarter was therefore spent on out of crop maintenance.

Key Projects or lnvestments Decisions

One of the key projects during the year was "the factory out of crop maintenance" funded by the government of Kenya

to the tune of Kshs 220 million. This maintenance which was in progress as the year ended on 306 June 2022 addressed
mainly the challenges at the mills and boilers arears of the factory although there were critical repairs touching other
key areas as well. A similar level of maintenance had been undertaken 6 years before in 2016.

The sun system upgrade project in which the Company upgraded its main financial accounting system from sun system
version 4.25 to version 6.4 was completed during quarter 1 of the flnancial year. The other project during the year was
refurbishment of school buildings at the Chemelil Sugar Academy lncluding masonry repairs, wall painting, electrical
fittings and plumbing system repairs. This project was necessary as a facelift to the school.

Compllance with Statutory Requirements

As an ISO certified Company, compliance with statutory and regulatory requirements form part of our routine concerns
for which regular management vigilance applies. These include but not limited to annual manufacturing license,

business licenses, occupational safety requirements, environmental compliance and statutory taxes. ln exceptional
circumstances where the Company falls behind in statutory payments, the Company engages actively with the relevant

authority with the aim of establishing the most effective remedial arrangement that is acceptable within the re8ulator's
legal provisions.

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

The existing statutory obligations in which payments have fallen in arrears lnclude the following:

No lnstitution/Description
Principal Amount

in Arrears
(Kshs.M)

Comment

1. Kenya Revenue Authority (Tax arrears)
2. National social security fund
3. National hospital insurance fund
4. CSCL Staff Pension Scheme (Contributions)
5. Kisumu and Nandi County Govts (Cess)

Settling at Kshs.20m monthly
Settling at Kshs.O.8m monthly
Settling at Kshs 0.8m monthly
Suspended deductions temporarily
Engagement ng

2,332
13

27
131
54

2,557Total

xvlll
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,u.jo[ Rirt t"dng the company

The nhajor risks facing the Company are tabulated in the table below:

coRPqRATE SOCTAI RESPONSTBILTTY STATEMENT/SUSTAINABIUTY REPORTING

The Cdmpany appreciates the importance of the community and the environment within which it operates and

recognlses that by managing and improving the social, environmental and economic impacts of its day-today
operatilns, there is opportunity to increase public confidence and satisfaction, reduce/prevent negative impacts on the

enviroqment. Acordingly, the Company takes deliberate measures to serve the community and uplift thelr standard of
living. fhe business model strives to ensure that the return on investment is shared with stakeholders to the possible

extent.

ln the lQ2L/2022 financial year, the Company undertook various Corporate Social Responsibility (CSR) programs by

offering the following:
. Sponsorshipofschools
r HostinB and making donations to schools, orphanages and churches.

. Supporting community projects

. Donation of tree seedlings for environmental conservation

likelihood lmpact Risk Risk ResponseNo Risk

5

4
5

4

2

5

5

3

3

5

1.

2.

3.

4.

25

20

15

t2

10

Timely cane payment;

Cane development ln Company farm
Strategic on-the-run maintenance
Strategic engagements;
Settlement schedules
Regular consultations;
JIC Arbitration

fluctuation

Sugarcane shortage

5. Adverse market and reviews

Factory breakdown
Solvency/detrimental creditor actions

lndustrial instability
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Health
The health of the community and farmers within chemelll sugar zone is a matter of crucial importance to cscl. Thecompany has engaged staff and the community in a number of activities that will work towardi a healthy population.The company has nurtured a working partnership with local NGos, cBos and staff to help the community cope withhealth-related challenges.

fu part of its corporate soclal Responsibility program, the company operates a Health centre that provides health careservices, preventive health campaigns and health education and screening facilities to employees and the localcommunity' The health facility extends its services to the surrounding community through provision of health servicessuch as:-

o Comprehensive Care Centre (CCC)
r Voluntary Male Circumcision (VMC)
r Maternal Child Health Care (MCH)
r Famlly planning (Fp)
r Consultation
r Referral
r Nursing care
. Laboratory Diagnosis
. Drug dispenslng
. Prevention and Management of HIV/AIDS

Education
Education continues to be a vital component of the lifeline of the community in which cscL operates. The company hasan elaborate school education programme with an annual budget of approximately Kshs.To million.
The company runs two schools (chemelil sugar Academy and chemelil sugar primary school) and hosts two other publicprimary schools (Factory primary School and Chemelil B1 primary School).

1.

Water and sanltation

The company supplies clean water for domestic use to the housing estates where its staff and other tenants live. Lifewould be unbearable in the living quarters if there was no reliable water supply. Basically, the company harvestsunderground water by use of boreholes which is pumped to overhead tank for distribution to the estate.
During the year under review, the cornpany commissloned water supply to the community from a solar poweredborehole water supply system installed at chemelil Academy. This was an opportunity to impact on the society through

xx
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their report together wlth the audlted flnancial statements for the year ended June 3O 2022 which

the Company's affairs.

of the company contlnue to be manufacturing and marketlng of sugar and co-products from
bllshment of sugarcane plantatlons.

for the year ended June 3O 2021 are set out on page 1. Below ls summary of the profrt or lossrlrl
I

l

2022
lGhs

Rertated
2021
tGhs

tax (594,894,756) (551,932,155)

year (694,894,756) (551,932,156)

recommend the declaration of a dlvldend for the year 2OZ2 12021, Shs-Nll).

Board of Directors who served during the year ari shown on page t.

is responslblc for the statutory audit of the Company ln accordance with Article 229 of the
and the Publlc Audlt Act 2015.
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STATEMENT OF DTRECTORS' RESPONSIBILTTIES

The Companies Act (Cap. c8!), Section 81 of the Public Finance Management Act, ZOll|and (section 14 of the State
Corporations Act require th{dlrectors to prepare financial statements which give a true and fair view of the state of
affairs of the company as at the end of the financial year and of the operating results for that year. lt also requires the
directors to ensure the Companyl maintains proper accounting records which disclose, with reasonable accuracy, the
financial position of the comfry. They are also responsibte for safeguarding the assets of the company.

The Directors are responsiblffor,t" preparation and presentation of the Company's financial statements, which give a
true and fair view of the stale of affairs of the Company for and as at the end of the financial year ended on June 30,
2021. This responslbility inclfies: (i) maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity; (iii) designing, implementing and maintaining internal
controls relevant to the predration and fair presentation of the financial statements, and ensuring that they are free
from material misstatementsil/hether due to error or fraud; (iv) safeguarding the assets of the Company; (v) selecting
and applying apPropriate alounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances iI
The directors accept respon$itty fo, the annual financial statements, which have been prepared using appropriate
accounting policies supportedby reasonable and prudent judgements and estimates, consistent with previous years and
in conformity with lnternatiorfrl Financial Reporting Standards and the requirements of the Kenyan Companies Act (Cap
486). The directors are of the'opinion that the financial statements give a true and fair view of the state of the financial
affairs of the company and o!its operating results for the year then ended. The directors further confirm the accuracy
and completeness of the accointing records maintained by the company which have been relied upon in the preparation
of the financial statements, asl,vell as on the adequary of the system of internal controls.

The Directors accept respon$,,ft, ,o, the Company's annual financial statements, which have been prepared using
appropriate accounting policiis supported by reasonable and prudent judgements and estimates, in conformity with
lnternational Financial Reportfrg Standards (IFRS), and in the manner required by the Kenyan Companies Act (Cap 486),
the PFM Act, 2012 and the St{te Corporations Act. The Directors are of the opinion that the Company's annual financial
statements give a true and falf view of the Company's transactlons during the financial year ended June 3Q 2021, and of
the Company's financial poslton es at that date. The Directors further confirm the completeness of the accounting
records malntained for the Cdnpany, which have been relied upon in the preparation of the Company's annual financial
statements as well as the ade{rary of the systems of internal financial control.

Nothing has come to the att{tion of the directors to lndicate that the Company will not remain a going concern for at
least the next twelve months flom the date of this statement.

i

Approved by the board oraireioo on . fC.3....1..g 3- I 2023 and signed on its behatf by:

IdArJ.n'{..........'.'......'.......'-.....*.............
MANAGING DIRECT\R
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A.

YEAR ENDED 30 JUNE 2022

LE

r attention to the contents of my report which is in three parts:

on the Financial Statements that considers whether the financial statements
presented in accordance with the applicable financial reporting framework,

standards and the relevant laws and regulations that have a direct effect
financial statements.

on Lawfulness and Effectiveness in use of public resources which considers

the accompanying financial statements of Chemelil Sugar Company
on pages 1 to 53, which comprise the statement of financial position as at

An

with applicable laws, regulations, policies, gazette notices, circulars,
es and manuals and whether public resources are applied in a prudent,

economic, transparent and accountable manner to ensure Government
value for money and that such funds are apptied for the intended purpose.

c on Effectiveness of lnternal Controls, Risk Management and Governance
nsiders how the entity has instituted checks and balances to guide internal

This responds to the effectiveness of the governance structure, the risk
nt environment and the internal controls, developed and implemented by

arged with governance for orderly, efficient and effective operations of the

opinion does not necessarily mean that an entity has complied with all
and regulations, and that its internal controls, risk management and

systems are properly designed and were working effectively in the financial
review

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

en read together constitute the report of the Auditor-General
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ion

B.

Lim

the

30 , and the statement of comprehensive income, statement of changes in
of cash flows and statement of comparison of budget and actual

Repo

Repo

on

are

anag

ntity.

nmod

po
ich

pe

three

c Fin

RT

u

rse

ne

aud
set

Report the A on Chemelil Sugar Company Limited for the year ended 30 June, 2022



amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article' 22g of the
constitution of Kenya and Section 35 of the Public Audit Act, 2015. 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.

l**rfU, gpinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Chemelil Sugar Company Limited as at June 3O', 2022, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and do not comply with the Public Finance
ManagementAct, 2012 and the Companies Act, 2015.

Basis for Adverse Opinion

1.0 Lack of Trial Balance

The Company did not present a trial balance for audit for the year under review. lt is
therefore not clear, and Management did not explain how and where the financial
statements presented for audit were extracted from.

ln the circumstances, the accuracy and validity of the financial statements could not be
confirmed.

2.0 Understated Revenue from Sale of Sugar
The statement of comprehensive income reflects revenue balance of Kshs. 1,472,g17 ,T2g
which, as disclosed in Note 6 to the financial statements, includes net sales of sugar net
of Value Added Tax (VAT) amount of Kshs.1,431,768,203. Review of records revealed
that the Company sold 17 ,223,930 kilograms of sugar during the year, which translates
to a sales price per kilogram before VAT of Kshs.83.13. However, iiwas noted that during
the year under review, the sugar prices net of VAT averaged Kshs.g8.06 per kilograri
which exceeds Kshs.83.13 by Kshs.14,93. Therefore, the amount of Kshs .1 ,431 ,26d,203
is understated by an unexplained amount of Kshs.25T,1S3,27S.

ln the circumstances, the accuracy of the
Kshs.1,431,768,203 could not be confirmed.

net sales of sugar amount of

3.0 Unsupported Cost of Sales Amount
The statement of comprehensive income reflects cost of sales amount of
Kshs.1,958,695,060 which, as disclosed in Note 7 to the financial statements, includes
an amount of Kshs.1 ,065,000,234, being the cost of cane milled from the out growers and
an amount of Kshs.59,096,467 from the nucleus farm. However, the followingLudit issues
were noted:

i' The total volume of cane delivered from out growers to the factory was 246,624.1
tonnes, out of which, 245,785 tonnes were mitled, resulting to a loss of cane
amounting to 839.1 tonnes that could not be accounted for. ln addition, records
indicated that cane weighing 30,229.4 tonnes was delivered from the nucleus farm to
the Company during the year and cane with a weight of 30,218 tonnes was milled,
which implies a loss of 11.4 tonnes from the nucleus farm. No explanation was
provided for the variance in the tonnage of cane delivered and cane milled.

Company

T,-.1

:ii.b:f;. ., ;i:i.. J ::i
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{
Management indicated that for every twelve (12) tonnes of cane delivered, the
company produces one (1) tonne of sugar. The industry standard according to the
Sugar Directorate of the Agriculture and Food Authority (AFA), is one milled tonne of
sugar for ten (10) tonnes of cane. However, during the year, the company received
276,853.14 tonnes of cane and produced 17,155.54 tonnes of sugar and 11,905.95
tonnes of molasses, implying that it used more than sixteen (16) tonnes of cane for
one (1) tonne of milled sugar. Based on the company's assertion on the numberof
tonnds of sugar produced from the cane, the company should have produced23,071.1
tonnes of sugar from the cane received. The variance of 5,91 5.16 tonnes between the
amount of sugar produced and what was expected was not explained.

iii. Sugar cane weighing 246,624.10 tonnes was delivered to the company from the out
growers during the year. The total cost incurred on the cane amounted to
Kshs.1,065,000,234. However, Management did not provide details of the cost per
kilogram paid to the out growers. As a result, it was not possible to confirm the
accuracy of the expenditure incurred in the acquisition of cane from the out growers.

the circumstances, the accuracy of the cost of sales amount of Kshs.1,958,695,060
ruld not be confirmed.

0 Grants from the National Government

re statement of comprehensive income reflects grants from National Government

ln
c(

4.

TI
arnount of Kshs.182,017,971 which was to be used in settling farmers whose payments
were in arrears. However, the criteria and basis for identification of the farmers with
arrears and suppliers invited to submit quotations could not be established. Further,
liabilities defrayed by the Company could not be identified in the financial records and the
MEnagement did not provided explanations on the same.

Fr[rther, records from the Sugar Directorate provided for audit reflected a total of
Kf hs.181 ,513,629 as having been released to pay farmers and suppliers, resulting to an
uflexplained variance of Kshs.495,658.

In the circumstances, the accuracy and use of the grant of Kshs.182,017,971 could not
bd confirmed.

5.0 lnaccuracies in the Financial Statements

Review of the financial statements revealed the following inaccuracies:

5.1 Unexplained Variances in Statement of Comprehensive lncome

statement of comprehensive income, and as disclosed in the supporting notes to the
fi ancial statements, reflects balances which differ with corresponding balances shown

the supporting ledger, resulting to unexplained or unreconciled variances as tabulated
low

of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)Item

Cost of Sales:
59,096.467 59.062,868 33,599Cost of Cane Milled: Nucleus



Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
Kshs.

127
ulture Overheads 40,704,600 40,963,727

R I nd Mae a rS a inte na nce 229,939,396 224,750,622 4,188,764
Other Facto Overheads (29,911,323) (29,976,123\ 64,800
G rants fro Nationa I Gm overnment
Recurrent G lants Received 182,017,971 181 586 642 431,329Administrative Ex nses:
Medical Services 7,966,406 8 610 384 (643,e78)
Staff Trainin ENSCS 375,727 740,917 (365,190)
Bank Ch es and Commissions 1,965,742 1,943,419 22,323
Re airs and Maintenance 6,480,364 6,594,023 (103,659)
Statione Printi and P 6,155,052 6,191 ,343 (36,291)
Travelli and Subsistence 4,009,650 4,005,730 3,920
Bad and Doubtful Debts 4,137,012 4,292,165 (1 55,1 53)
Other Administrative SCS (5,791,904) (5,791,904)
Marketin Ex
Product Handling and Distribution
Costs

4,951,640 5,062,972 (211,332)

-Fl
I

J.
I

\

Further, Notes 7 and 13 to the financial statements reflect manufacturing andadministrative staff costs of Kshs.297,865,976 and Kshs.21o,tsa,+go, while the
:yppo!!!g ledgers show corresponding batances of Kshs.297,021,530 andKshs.215,704,915_respectively, resulting toL combined variance of Kshs .1,2gg,011.lnaddition, Note 13(b) to the financial statements reflects staff costs amount ofKshs'648,869,235 against departments' staff cost totalling to Kshs .asz,ilo,159, resultingan unreconciled variance of Kshs.16,459,075.

5.2 Unexplained variances in statement of Financial position
The statement of financial position, and as disclosed in Notes 23(a) and 34 to the financialstatements, reflects balances which differ with corresponding balances shown in thesupporting ledger, resulting to unexptained or unreconciled varilnces as tabulated betow:

Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount

hs.
Variance

(Kshs.)
Trade and Other
Receivables:

its and ents 20 983 970 19 410 651 1,573,319
Staff Receivables 24,213,631 23 459 559 754,072Trade and Othe P lesf
Trade Pa es - Cane 492,391,252 479,939,761 13,451,491Trade Pa bles - Creditors 320,451,174 314 317 650 6,133,524Accrued enses - Pa 1,215,491,399 1 241 528 797 (26,047,409\
Accrued nses - Staff 5,164,937 5 ,505,993 (341,046)
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Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

Other Payables 136,089,65'1 138.529.988 e.440.337)
VAT Pavable 1,000,468,324 1.001.755.536 fi.287 .212\
WHT Payable 10,827,023 33,370,260 (22,543,237',)

ML Pavable 1,621,322 3,213,146 (1.591 .824\

f.3 lnaccuracy in Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects budget amount of
kshs.3,386,021,000, while recasting revealed an amount of Kshs.3,921,056,152,
resulting to an unexplained variance of Kshs.535,035,152.

th the circumstances, the accuracy and completeness of the financial statements could

flot be confirmed.

(.0 Non-revaluation of Fully Depreciated Assets

Jhe statement of financial position reflects property, plant and equipment balance (net
book value) of Kshs.5,056,793,211. Review of the fixed asset register revealed assets
With historical costs totalling to Kshs.78,859,791 which had been fully depreciated.
Ffowever, it was noted that the assets were still in use and ought to have been subjected
to a revaluation in line with IAS 16.31.

lrtr the circumstances, the accuracy of property, plant and equipment balance of
(shs.5,056,793,211 could not be confirmed.

7'r0 Undisclosed lntangible Assets

The statement of cash flows reflects nil balance in respect of purchase of intangible assets.
Htwever, information provided for audit revealed that Kshs.6,621,650 was paid to two
firtms for maintenance of the Sun-System and Payroll System respectively. The Sun-
Sirstem (Financial Module), A Plus lntegrated system (Payroll) and Weighbridge System
wbre being used by the Company in the running of its operations. However, the
expenditure was not expensed in the financial statements. Further, the software's
a{quisition or contract documents were not provided for audit.

tnl tne circumstances, the accuracy of the nil intangible assets amount could not be
confirmed.

8.0 lnaccuracies in the lnventories

The statement of financial position reflects inventories balance of Kshs.248,346,056
w$ich, as disclosed in Note 22 to the financial statements, comprises gross amount of
Kshs.309,955,052, less impairment amount of Kshs.61,636,216. However, the
KShs.309,955,052 includes field and factory stores balance of Kshs.291,410,910, while
thq supporting ledger shows a corresponding balance of Kshs.303,207,817, resulting to
an unexplained variance of Kshs.1 1 ,796,907. Further, review of manual stock sheets for
fiefd and factory stores on 28 June, 2022 against recorded amounts revealed a total net
va;iance of Kshs.S, 182,377 in respect of ledgers 138 and 148, which was not reconciled

of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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;::x!5I.,1.']:;',,1i'il,n;3*,':T3?rl3?['ri]ff;l:ctory stores in support orthe h
ln the circumstances, the accuracy of inventories balance of Kshs. 24g,346,056 disclosedin the statement of financial position could not be confirmed.
9.0 Trade and Other Receivables
The statement of financial position reflects trade and other receivables balance ofKshs'249,545,905 which, as disclosed in Note 23(a) to ftre iinanciat statements,comprises gross amount of Kshs.761,5.23,494, less provision for impairment amount ofKshs.51 1,gz7,slg. However, the foilowing'audit issues were noted:
9.1 Long Outstanding Receivables
The gross amount of Kshs.761 ,523,4g4 includes receivables amounting toKshs'672,635,676 (or 88%) which were more than 120 days old, casting doubt on theeffectiveness of debt management in the company. No evidence in form of demandnotes/letters were provided to indicate measures talen to recover the debts due to thecompany. Further, provision for impairment amount of Kshs.5 11,g77,5gg was not backedby any rate or policy.

9.2 Unsupported Outstanding tmprests Balance
The gross amount of Kshs.761,523,494 also includes staff receivables balance ofKshs'24,213,631 which further includes outstanding imprests amount of Kshs.2, 4gs,s23whose supporting documents were not provided foLudit, and whose recoverability couldtherefore not be ascertained.

ln the circumstan"g:,-t!-" accuracy and completeness of the trade and other receivablesbalance of Kshs.24g,s45,go5 courd not be confirmed.
10.0 Bank and Gash Batances

The statement of financial position reflects bank and cash balances amount ofKshs'41,681,834 as disclosed in Note 26 to the financial statements. However, review ofrecords related to the balance revealed the following anomalies:
10'1 Variance Between Financial Statements and Bank Reconciliation
The balance of Kshs.41,681,834 includes balances which differ with the reconciled cashbook balances as shown below:

Item

Reconciliation
Statement

Balance
Kshs.

Financial
Statement

Balance
Kshs.

Variance
Kshs.

ect Account 1
KCB Bank Kisumu 939 286 850 911KCB Bank K isumu Chemelil
Acad Nc 24,957,679 (24,957,6791

rative Ba kn uKis um aM n Nc 572083 4 532 8 107 104Barve Knk IS um Hu ealth Nc 12 386 31 736 19Coo PTABa nk KisUM Acau de 2 104 111 1111

Sugar Company Lim
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il 10.2 Unsupported Bank Balances

The amount of Kshs.41,394,984 includes balances held in KCB Bank Kisumu Project
Account 2 and KCB Bank Kisumu Project Account 1 of Kshs.5,941 ,590 and Kshs.286,85O
(bverdraft) respectively, whose bank certificates were not provided for audit. Further, the
disclosure of a negative balance of Kshs.286,850 is contrary to Paragraph 32 of IFRS 1,

Which states that an entity shall not offset assets and liabilities or income and expenses,
qnless required or permitted by an IFRS.

0.3 Bank Reconciliation Statements

0.3.1 Payments in Cash Book not in the Bank Statements

Jhe supporting bank reconciliation statements as at 30 June, 2022 included unpresented

dheques amounting to Kshs.16,767,224. However, bank statements showing when the
ilnpresented cheques were cleared were not provided for audit.

10.3.2 Receipts in Bank Statements not in the Cash Book

The bank reconciliation statements also reflect receipts in bank statement not yet

lecorded in the cash book of Kshs.4,999,667, some dating back to the year 2019. The
pature of these receipts and reasons for not posting them in the cash book was not
provided for audit.

[0.3.3 Receipts in Cash Book not in the Bank Statements

Further, the bank reconciliation statements contain unexplained transactions without
details, totalling to Kshs.40,748,968 reflected as receipts in cashbook not in bank
ptatement and whose details such as source of the receipts and the date cleared in the
jbank statement were not provide for audit.

10.3.4 Payments in Bank Statements not in Cash Book

The bank reconciliation statements reflects payments of Kshs.2,501,148 in bank
statements not in cash book, relating to outward payments, whose nature was not
disclosed.

10.4 Cash Gount Report

lThe bank and cash balances amount of Kshs.41,681,834 includes cash in hand balance
of Kshs.737,608. However, examination of cash count report as at 30 June, 2022
revealed a balance of Kshs.7sO,OO2 as tabulated below, resulting to an unexplained
variance of Kshs. 12,392:

Cash ltem
Amount
(Kshs.)

Cash on Hand 322,720
Unreimbursed Paid Vouchers 597,142
Cash from Receipts (84,750)

Reimbursed and not Paid (45,940)

Cash Surplus G9.1721
Total 750,000.00

1

1
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ff:""iir13t?1?,",Ltf; ;:'.ffiIr::d compreteness of bank and cash oaranc$r

11.0 Taxation Matters

The statement of financial position reflects tax recoverable amount of Kshs.14,60g,376which' according documents reviewed, relates to instalm";|1;, i"itnnotoing tax ninterest income and advance tax on commercial vehicles paid. However, no deferred xis disclosed in the financial statements despite tneract tnat'tn" .orp"nv nru been makinglosses for some years now. Furth"f, t!? corprnv 
-oia 

not ,rintrin J record of its V rinput taxes, and only reftects the output VAT. ' ' '

ln the circumstances, the accuracy and completeness of the tax recoverable amount fKshs.14,O0B,316 could not be coniirmed.

12.0 Borrowings

The statement of financial position reflects borrowings balance of Kshs.3,66g,131,0 7under non-current liabilities, which, as disclosed in Not" gt to in" rinrncial statements,comprises principal amount of Kshs-2,626,91 a,alzand interest of Kshs .1,042,214,1!Examination of documents reveated that ti'rese were loans advanced from tcommodities Fund under the sugar Developmeniirno which *"rg tong overdue, andno repayments were made during the year under review.
The principal amount of Kshs.2,626,916,872 included an unsecured non-current loanrefundable with no interest of Kshs.4o,ooo,oob, Lceived through the AgriculturDevelopment corporation and the commodities Fund in May, 201r. Review rdocuments provided for audit reveared.tn{^tfre corprnv predged to pay Kshs.6,00o,oooper month and clear the debt by April, 2019. nlt'5ugn the corporations had sent ordemand letters for repayment of this amount owed, the Management has not provide

;1il,,;lJ::nce 
of servicins the loan which nas conirtuied to 

"n 
In.*.e in the tons-term

,t":H::,$fi yill5];[|ig#!3io''0" roan as reements ror the rorowins outstand ins

Amount
hs.

149,419,907
64 695,295
86,030 562

157,193,541

147,169,767
271, 602

25,961,111
900 785

ln addition' the balance of Kshs'3,669, 131,027 is classified as a non-current liability, whileall the amounts are due and payabL.

Company Limitedfor

Details
Principal

Kshs. S

nterest Accrued

Cane Devel nt Loan 86,1 73 188 62,246,720
Farmers Arrears 50 949,412 13,745,993
Farmers Arrears 67,929,953 19,100,609
Farmers Arrears 123 775,692 33,417 859

RehabilitationF 95,000,000 52,169,767
Facto Rehabilitation 156,719,750 114,505 852Road 25,961,111
Total

096606, 294,195 689

Report of the on Chemelil Sugar
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the circumstances, the accuracy and completeness of the borrowings balance of
hs.3,669,131,027, and the ability of the Company to settle its loan obligations could not
confirmed.

13.0 Unsupported Dividends Payable

ihe statement of financial position reflects dividend payable balance of Kshs.9,699,787
rQlating to unclaimed dividends of the 2001/2002 financial year, payable to ordinary
sfrareholders, which remained the same from the prior year. However, Management did
nbt provide supporting documents for the balance.

lJ tne circumstances, the accuracy, completeness and validity of the dividend payable
bhlance of Kshs.9,699,787 could not be confirmed.

11C.0 Unaisclosed Materiat Uncertainty Related to Going Concern

The statement of comprehensive income indicates that during the year under review, the
Qompany incurred an operating loss of Kshs.694,894,756 which, as disclosed in the
siatement of financial position, raised accumulated losses from Kshs.8,298,606,998 in

tLle previous financial year to Kshs.8,993,501 ,754. Furlher, the Company, as reflected in
the statement of financial position, had current liabilities amounting to
Kbhs.6,217,985,708 compared to current assets of Kshs.S54,182,171, resulting to a
nfgative working capital of Kshs.5,663,803,537.

The financial position of the Company made it unable to service its long-term liabilities of
Kphs.3,669,131 ,027 which was an increase by Kshs.22,516,936 from the previous year,
an indication that the Company may not be able to operate effectively.

lvlanagement has not made specific disclosure in the financial statements in regard to
these matters.

tlrese mnditions indicate the existence of a material uncertainty, which may cast
si$nificant doubt on the Company's ability to continue as a going concern for the
foreseeable future. Therefore, the Company is technically insolvent and its continued
o$eration as a going concern is dependent on the financial support from the Government
a4d creditors.

Tfire audit was conducted in accordance with lnternational Standards of Supreme Audit
lnptitutions (lSSA|s). I am independent of Chemelil Sugar Company Limited Management
in accordance with ISSAI 130 on Code of Ethics. lhave fulfilled other ethical
re$ponsibilities in accordance with the ISSAI and in accordance with other ethical
reguirements applicable to performing audits of financial statements in Kenya. I believe
thht the audit evidence I have obtained is sufficient and appropriate to provide a basis for
mlr adverse opinion.

Kdy Audit Matters

Kdy audit matters are those matters that, in my professional judgement, are of most
siEnificance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts budget and actual amounts
reflects total revenue amount of Kshs.1,776,484,790 against an approved budget of
Kshs.3,386,021,000, resulting to a shortfall of Kshs.2,144,571,363 or 55o/o of the
budgeted revenue. The shortfall was mainly attributed to low sales of 17,246 tonnes of
sugar against the budget of 50,596 tonnes due to lower production caused by stoppage
of factory operations from April to July, 2022 for maintenance of the plant.

Similarly, the Company had budgeted to spend Kshs.3,151,362,967 but utilized an
amount of Kshs.2,471,379,546, resulting to an under-expenditure of Kshs.679,983,421
(or 22o/o of the budget). The under-expenditure mainly occurred against use of goods and
services whose budgeted and actual expenditure amounts are Kshs.1,956,832,800 and
Kshs.1,096,033,880 respectively, resulting to an under-expenditure of Kshs.860,798,920.

Further, the revenue and expenditure budget amounts of Kshs.3,386,021,000 and
Kshs.3,151,362,967 respectively, results in a variance of Kshs.234,658,033 which
indicates an unbalanced budget, contrary to Regulation 33(c) of the Public Finance
Management (National Government) Regulations, 2015, which requires the budget to be
balanced.

ln addition, the itemized budget provided for audit reflected amounts of Kshs.632,410,159
and Kshs.720,418,571 in respect of use of goods and services and other payments, which
were higher Kshs.530,459,997 and Kshs.587,819,170 respectively, included in the final
expenditure amount of Kshs.2,471,379,546, yet there was no evidence of approvals to
cover the excess budget.

The shortfall in revenue and under-expenditure implies that the Company's planned
activities were not fully realized during the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion, Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources and Basis for Conclusion on Effectiveness
of lnternal Controls, Risk Management and Governance sections of my report, based on
the audit procedures performed, I confirm that public resources have not been applied
laMully and in an effective way.

Basis for Conclusion

1.0 Tax Penalties and lnterest on Unremitted Statutory Deductions

The statement of financial position reflects trade and other payables balance of
Kshs.S,815,045,51 1 which, as disclosed in Note 34 to the financial statements, includes
accrued tax penalties and interest balance of Kshs.1,313,777,324 which arose as a result
of the Company's failure to remit to the respective statutory bodies the following
deductions from payroll and other taxes amounting to Kshs.2,331,689,786 that had
accumulated over many years:

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 2022
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Description

Amount
(Kshs.)

VAT Payable 1,000,469,324
PAYE Payable 844,663,250
Withholdinq Tax Payable 10,827,023
Sugar Development Levy Payable 474,109,967

I Maintenance Levv Payable 1,621,322
lTotal 2,331,699,796

lnl the circumstances, the accrued tax penalties and interest balance of
K$hs.1,313,777,324 is nugatory and could have been avoided.

2.0 Human Resource Management

Z.t Staff in Acting Capacity

As reported in the previous year, the Managing Director has been in an acting capacity
since May, 2017. Further, eighteen (18) staff members continued serving in acting
capacities in various positions for more than six (6) months. This was contrary to Section
C (14X1) of the Human Resource Policies and Procedures Manual, which states that
acling allowance will not be payable to an officer for more than six (6) months.

ln the circumstances, Management was in breach of the law

2.2i Non-Compliance with One- Third of Basic Salary Rute

Re{iew of the Unionisable Personnel's payroll for the year under review revealed that in
the]month of June, 2022, the net salaries for seven (7) officers were less than one third
of tfeir basic pay. This was contrary to Section C1(3) of the Public Service Commission
(PSiC) Human Resource Policies, 2016.

ln the circumstances, Management was in breach of Public Service Commission (PSC)
Hu#ran Resource Policies.

Non-Compliance with Affirmative Action on Gender, Ethnicity and Regional
Distribution

Review of lhe payroll records revealed that the Company had a total of 461 permanent
and pensiohable staff members. However, review of staff personal records indicates that
460/o) of the staff belong to one ethnic community, contrary to the provisions of Section
7(1)land (2) of the National Cohesion and lntegration Act, 2008. Further, Human
Resdurce rccords revealed that during the year under review, out of the 461 staff
menibers, 380 (or 82o/o of the workforce) were male and 81 (or 18%) were female. This
was bontrary to the provisions of Section 175 (c) of the Constitution of Kenya,2010 since
the gender balance was not achieved in the staff composition.

I

ln thg circumstances, Management was in breach of the law.

3.0 pirect Procurement

The lstatement of comprehensive income reflects cost of sales amount of
Kshs.i1,958,695,060 which includes Kshs.742,400 paid to a firm for the supply and
delivQry of Centrifugal Motor. However, it was noted that the latter amount was incurred

Report pf the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022

I
I

I
I
i

32.

11



through direct procurement' contrary to the pubric procurement 
and Asset oi.porrt 

IResuration s, zcizg N;;r,d"";;';1r. provided *rat ine .onoiiio,i.,iol,rr" of the methodfl:J,fi,,Jj;tr:"^.j:H"rf;1li gr'"i th"-p,bri. p,.o.r,."r"n,,"r* 
Asset Disposar

ln the circumstar

4.0 Manasem"iil;lliff:1::'ent was in breach or the raw

As disclosed in^Note 22 to the financiar statementsr-t!" inventories barance of i

Kshs'248'346'056,it n"I-or'In''iip"irr"ni 
"i'?ri,.01,636,216.-il; impairment, as

explained by the 
113nas"m'"ni'*"r'in ,"rp".ior'oirot"t" ..* in ti"'rrores. However,

no annualasset disposJlplan waslrovideJ r- *oiilview. Fur*,"r,'tlr-"r" rs no evidence::ffi':?;:f,:',f5'#;i;;"#en deverop"i,io imprement"j'ln varuation and

[JlfffiffiTlrti]ln" basis or varuins the inventory totarins to Kshs .248,346,0s6

?

5.0 Avoidable penalty payment
Review of statutorY-deductions records reveated th,rllf" Management derayed to remit
the monthrv Nssrfo;th;;rr'or rvlarcn;,-;6r;or x.r,..r,roz]sto1ontrary to section
27 (1) of the NsqFn"t''zoi;]*i'lclstales ir;#;contributionioiwrricn 

a contributins
emprover is required td prvit'i;; F,,rd;. ilo",t *itnin on".'ij"i.,,i., lr,er the end or th6
month in which the rast orr;*rJcontriortion ["rt; p.fid ;i,;rr, ,.r, equarto five
per cent of the amount of tnat contribution ,nII'L"",100"0 to. the lontriortion for each
month or part of a montn in"ii#amount oue ,emains unpaid, and any sucn additionar
amount shall be recoverabte at *rL same time anJ i, th: ;;; ffi;J:s the contribution,;;:::;i:". 

n. 
"-i"J;, ;" non_remitt,n"" ,tt,,.t"J, il;:il or Kshs S2s,oss.

r.r,. sii,tiiil#:';.ii:,ff:i3:[J1"ffi: S"ffiffl or the raw Arso, the penarty or
The audit was conducted in accordance with rssAr 

1OOO.. 
The standard requires that r

comply with ethicat requirer;;;';no pran an;;;"rr.th.e audit to obtain assurance
about whether *'9 

""ii'ii[r,''iii*"iat.transacti[rr, and information refrected in the
financiat statements 

-tl" 
;;.;;priln"", in art mJJrill.r"rp""tr, *itiiJne authorities that,'"T#,lflr::iJ,e,,";?ijL;ii*fii"n#','n5,)T30,,,n;ol; ilililt,no,pp,opriate

x,[B?['r8Ati[:?rrvE N ESs oF I NrE RNAL co NrRo Ls, R r s K MANAG EMEN'
Conclusion

Company
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tBaalsifor Conclusion

tf .O Leck of Board of DirectotP

tAs prqviously reported, review of .records 
provided revealed that the company operated

rw*hort a Board oiiiirl.iors as neErm bt tn" existin! Board ended on zz Juty, 2020

lafter itrwas dissolved, and no ,""ror'i"t pio'lO"O for ion-replacement' As a result' the

tComp{ny did not i,irl eorra ot OireJoiJ 
-.,U*o"ittees 

such as the Audit Commiftee'

tHumart Resource';;; Fil;ce Committee ana Strategy and Technical Committee to

iprovide oversigtri tl ilir"gements a"tiriti"r in rine with good corporate governan@

ioractices. Further, the Comp"n, n"J an estimated budget of Kshs'3'386'021'000 as

iieflected in the financial statementr. ffo*"'ur, ManagemLnt did not explained how the

lOrOO"i was discussed and approved'

itn aoaition, the financiar statements submitted for audit incruded the chairman's report,

igoard of Directors, report and statemEnt oi Oit""tors' responsibilities which were signed

by the Ag. Manaii.J'oi*"t", T$'h;ri ot ir'" chairmin. rn addition, the statement of

Directors, ,"rponiiolrities indicater i'["t *,L nn"ncial statements were approved on

p0 septem a"r,zizin ir-i"n 
""rtr 

aouui on the authenticity of the financial statements for

the Year under review'

ln the circumstances, the effectiveness of the company's internal controls' risk

iri.n"gil"nt and overallgovernance could not be confirmed'

2.0LackofAudltCommltteeandaFunctionallnternalAudit

Review of the intemal audit work prans for the year under review reveared that the internal

budittargetedtoauditeight(8).auditareas.Horuever'itwasnotedthattheauditcovered
pnly four (+) arealini"riin.iri"d iil;;;inio"eort"i and claims audit, land preparation

audit, nucleus "ri"i" 
,roit and t*riiy 

"ro1t. 
However, evidences of submission of the

teports to the [1"."g"r"11 9y "i'wrtetner 
the recommendations were thereafter

itipi;;ted were no[provided for audit'

Further, it was noted that the term of the Audit committee Members lapsed on

22 July,ZOzO"niin" Corpany-naJUeen operating without an Audit Committee' contrary

!o Sectbn e ot the Mwons;,g 
'd;;6;;;;;d toi State Corporations Guidelines' ln

the absence of a proper tunctilning internar ?yd''t 
unit and an estabrished Audit

committee of the Board, monitoriij"xo r*1"*:!ln; effectiv'eness of the intemat audit

pro@sses, r.view oiintemat controis, risk management systems and financial statements

Ir"ng &rt"r run&ions may not have been canied out'

; ,;; circumstances, the effectiveness of the company's internar contrors, risk

fianagement anJ overall governan@ could not be confirmed.
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strategic plan; formally approved lT Security Policy to ensure data confidentiality, integrity
and availability; documented and tested emergency proedures; copies of the lT
continui$ plan; and disaster recovery plan.

ln the circumstances, the effectiveness of lT internal controls could not be oonftrmed

4.0 Lack of Standard Cosflng Method

Although the Company is a manufacturing entity, the standard oostings for its main
product, sugar, was not provided for audit. lt was therefore difficult to establish the unit
cost that went into producing one kilogram of sugar.

Under the circumstan@s, the Company could not be able to monitor its costs effectively,

5.0 Under€upply of Fuel

lncluded in Note 7 to the financial statements are other factory overheads amounting to
Kshs.28,911,323 which includes expenses on fuel supplied. Management entered into an
agreement with National Oil Corporation, through Government to Government, for the
supply of oil during the year under review. However, review of delivery records indicated
that the fuel received was less than the orders issued as follows:

No explanation was provided by the Managementfor not putting in place effective intemal
controls for fuel management.

ln the circumstanc,es, the effectiveness of internal controls over fuel management could
not be confirmed.

The audit was conducted in accordance with lSSAl2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall govemance were
operating effec'tively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015,1 report based on my audit, that

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

ri

h;
q

i-

Order No. GRN No.
Order Value

(Kehg.)

Actual
Receipt
(Kshs.)

Variance
(Kshs.)

POt-0003318 GRN-0004612 2.024.074 1.983.187 40.886
POt-0002918 GRN-0003866 1.905.000 1.879.070 25.930
POr{003270 GRN-0004540 1,821,667 1,779.667 42,000
POr-0003390 GRN-0004912 1.821.667 1.786.751 35.916
POt-0002993 GRN-0003990 2.116.667 2.041.900 74,767
POt-0003514 GRN-0005073 2.024.074 2.003.833 20.241
Total 201.930

Report of the Auditor-Generol on Chemelil Sugar Company Linitedfor theyear ended 30 June, 2022
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{
iii ln my opinion, adequate accounting records have not been kept by the Company, so

far as appears from the examination of those records; and,

The Company's financial statements are not in agreement with the accounting records
and returns.

ffesponsibilities of Management and Board of Directors

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

lr! preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
r(lated to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

Management is also responsible for the submission of the financial statements to the
Apditor-General in accordance with the provisions of Section 47 of the Public Audit
Act,2015.

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

Ttlre Board of Directors is responsible for overseeing the Company's financial reporting
prgcess, reviewing the effectiveness of how the Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
gdvernance and risk management, and ensuring the adequacy and effectiveness of the
cqntrol environment.

AUditor-General's Responsibilities for the Audit

THe audit objectives are to obtain reasonable assurance about whether the financial
stAtements as a whole are free from material misstatement, whether due to fraud or error,
,rlO to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance but
is pot a guarantee that an audit conducted in accordance with lSSAls will always detect
a fraterial misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
rehsonably be expected to influence the economic decisions of users taken on the basis
of tthese financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,

of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

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

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

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

o Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Company to cease being a going concern.

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

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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il Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances.

I $ommunicate with Management regarding, among other matters, the planned scope and
tiining of the audit and significant audit findings, including any significant deficiencies in
infernal controt that are identified during the audit.

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

CFA BS

robi

zt rraav, 2023

of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 2022
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sales
5

7

t,472,8t7,729
1,958,695,050

(485,877,332)

106,870,055

182,017,97t
360,974

t4,478,06t
(3,063,294)

L93,733,713

14,007,603
473,096,6s3

22,515,936

(6s.68)

(6s.68)

2,271,521,653
2,217,841,943

16,320,2901

38,s69,784

518,630
12,903,q7
(6,L74,775)

7,L47,263

70,442,772
502,885,991

78,000,260

(s2.t7l

lsz.t7l

cost of

Gross profit/(loss)

Fair value gain on biological assets

orHri rncoue
Grants from the National Government
lntereslt income
Other llcome
Other gains/(losses)

Total

OPERANNG EXPENSES

Selling and distribution expenses
Adminif trative expenses
Finance Costs

Total

PROFTT/(LOSS) EEFORE TAXATTON

tNcoMl TA)( ExpENsE/(cREDtr)

PROF|T/(LOSS) AFTER TAXATION

OTHER COMPREHENSIVE INCOME
Fair value through comprehensive income
Surplus or deffcit on revaluation of PpE

8

9

10

11

11

72

13

74

15

16

509,62,.,192 591,329,913

(594,894,756) (551,932,156)

(594,894,756) (551,93a156)

1694,894,7561 (551,932,156)TOTAT @MPREHENSIVE INCOME FOR THE YEAR

Earning/[Loss) per share - basic and diluted

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

Dividend per share

17
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Chemelil Sugar Company Ltd
Annual Reports and Financial Statements
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For the ended June 30. 2022

STATEMEiITOF FINANCIAI. POS]TION AS AT30JUNE 2022

ASSETS

Non-Curent Assets

froperty, plant and equipment
Biological Assets
Staff receivables due after one year

Total Non{urrent Assets
Current Assets
lnventories
Trade and other receivables
Tax recoverable
Bank and cash balances

Total Current Assets

TOTALASSETS

EqUTTY AND UABITITIES
Capltal and Reserves
Ordinary share capital
Revaluation reserve
Retained earnings
Capital and Resewes

Non-Current Uabilities
Borrowings

Total Non{urrent Uabilities

Current Uabilities
Eorrowings
Deferred lncome
Trade and other payables
Retirement benefit obligations
Provision for leave pay
Dividends payable
Total Current tiabilities

TOTAI EqunY AND UAB|ImES

s,056,793,271
708,775,443

248,345,056
249,545,905
t4,608,376
41,691,934

s54,Lg2,l7l

5,779,750,926

===========

27 2!1,597,620
2g 4,674,544,226
29 (8,993,s01,7s4)

(4167,365,908'

3,669,13t,o27

286,850
110,939,795

5,9L5,045,511
246,450,247
35,563,528

g,699,7g7

6,217,995,709

5,719,750,926

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

5,165,56g,654 ---
5,207,701,045

19

2t 5,16s,9s3,32s

4!,747,72!

2s5,s19,521
329,709,100

15,193,641
(s2,538,719)

546,772,@3

s,754,473,699

=-=========

277,59L,620
4,674,544,226

(8,298,606,998)

|'3,472,471,t521

3,546,614,091

724,549,3L2
5,219,210,190

206,742,460
20,729,077
9,699,787

5,590,330,750

5,754,473,699
:-========

23(c)

22
23(a)

24

26

r-

31 3,669,131,027 3,646,674,091

31

33
34

35

36
37

The ffnancial statements
the Board on

Managing

2022 and sign ed on its behalf by:

Name: EMMANUET- NGALA
ACCA M/NO: 0680452

2

Name: GABRTEL

were approved

Chalrman, Board of
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tChemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2022

STATEMET'IT OF CASH FTOWS FOR THE YEAR ENDED 30 JUNE 2022

CASH FTOWS FROM OPERATING ACTIVITTES

Cash generated from/(used ln) operatlons

lnterest received
lnterest paid
Dividends paid
Taxatlon pald

Net cash generated from/(used ln) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment
Proceeds from disposal ofproperty, plant and equipment
Purchase of intangible assets

Net cash generated from/(used ln) investlng activltles

CASH FTOWS FROM FINANCING ACTUMES

Proceeds from borrowing
Proceeds from grant
Repayment of borrowings

Net cash generated from/(used in) flnancing activitles

INCREASE/(DECREASE' tN CASH AND CASH EqUNAI."ENTS

CASH AND CASH EqUUAT.ENTS AT BEGINNING OF YEAR

Effects of foreign exchanges rate fluctuations

CASH AND CASH EqUVATENTS AT END OF THE YEAR

37(a) 146,726,953

37(d)
37ldl
37(e)

24

94,320,553

(52,638,719)

37(b)

146,726,9s3 l,.3,0!6,4p.71

19 (s2,593,2s0) (37,536,098)

(52,693,250) (37,536,099)

(74,129,6841

286,850 (14,129,684)

(13,036,447)

20

850
0

286,37(b)
37(f)
31

41,591,934

lil,70l,22gl

L2,062,510

(52,638,7191

==-=======
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[,9Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Chemelil Sugar Company is established by and derives its authority and accountability from Corporations Act and
Companies Act (Cap 486). The Company is wholly owned by the Government of Kenya and is domiciled ln Kenya. The
entivs principal activities are manufacture and marketing of sugar from sugarcane and establishment of sugarcane
plantations.

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

2. STATEMENT OF COMPUANCE AND EASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued
amounts of certain items of property, plant and equipmen! marketable securities and financial instruments at falr
value, impaired assets at their estimated recoverable amounts and actuarially determined liabilities at their present
value. The preparation of financial statements in conformlty with lnternational Financial Reporting Standards (IFRS)

allows the use of estimates and assumptlons. lt also requires management to exercise judgement in the process of
applying the entity's accounting policies. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in Note 5,

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

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

3. APPLICATION OF NEW AND REVISED !NTERNATTONAL FTNANC|AL REPORT|NG STANDARDS (|FRS)

i) Relevant new standards and amendments to published standards effestive for the year ended 30 lune 2022

Nnendments to IFRS 76 titled'Covid-79-Related Rent Concesslons beyond 30 lune 2027' (issued in March 2020)

The amendments, applicable to annual periods beginning on or after 1 April 2021, that extends, by one year, the
May 2020 amendment that provides lessees with an exemption from assessing whether a COVlD-l9-related rent
concession ls a lease modification.

Anendments to IFRS 9, IAS 39, IFRS 4 and IFRS 76 tltled "lnterest Rote Benchmo/rk Relorm - Phose 2' (issued tn
August 2020)

The amendments, applicable to annual periods beginning on or after 1 January 2021, with amendments that
address issues that might affect financial reporting after the reform of an interest rate benchmark, lncluding its
replacement with alternative benchmark rates.

Amendments to IAS 47 Agricufture - Taxation in foir volue meosurements (issued on 74 Moy 2020).

The amendment is effective for annual periods beginning on or after 1 January 2022. Early application is

permitted. lt removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value technique. This will ensure consistency with the
requirements in IFRS 13.

7



chemeNil sdtiartompany Limited

, AnnualLReports and Financial StatementsJ For the ended June 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

s. appufirroN oF NEw AND REV;5ED tNTERNATIoNAL FTNANcIAL REPoRTING STANDARDS (lFRs) (continued)

ll) New and amended standards and interpretations in issue but not yet effectlve ln the year ended 30 June 2022

lmenaments to IAS I tftted ctosslfication of Liablllttes qs cunent or Non<urrent (issued ln lon 2020) The

ainendmerrts, applicable to annual periods beginning on or after 1 January 2023, ' providing a more general

afRroact O ihe classification of liabilities under IAS 1 based on the contractual arrangements in place at the

reporting date.

Ahrendments to tAs 72 tftled 'Deferred Tox related to Assets and Llobilitles orlslng from a single Tronsoction

fitsued in May 2021) The amendments, applicable to annual periods beginning on or after 1 January 2023, 'that

clarify how companies account for deferred tax on transactions such as leases and decommissioning obligations.

Afirendments to 1FRS 7Z titled 'Amendments to iFRS 77' (issued in tune 2020) fhe amendments, applicable to

arinual perlods beginning on or after 1 January 2023, 'to address concems and implementatlon challenges that

were identilled after IFRS 17'lnsurance Contracts'.

atlendments to tAS 7 titled 'Disclosure of Accountlng Policles' (tssued in February 2027) The amendments,

apJplicable to annual periods beginning on or after 1 January 2023, 'wlth amendments that are intended to help

prbparers in deciding whlch accounting policies to disclose in their financial statements '.

er[endments to IAS I titled 'Definition of Accounting Estlmotes' (lssued in Februory 202! fhe amendments,

applicable to annual periods beginning on or after 1 January 2023, 'to help entitles to distinguish between

acdounting policies and accounting estimates.

allendmeng to IFRS 77 titled "lnsuronce Cantrocts' (issued in Moy 207/ The amendments, applicable to annual

periiods beginning on or after l January 2023.

en\endmenB to tAS 76 titled "Property, Plont and Equipment - Proceeds before lntended llse' (issued in

Feiruary 2O20) The amendments, applicable to annual periods beginning on or after 1 January 2022, 're3arding
prolceeds from selling items produced while bringing an asset into the location and condition necessary for it to be

..$Ut" of operating in the manner intended by management'.

Annual improvements cycle titled 'Annual tmprcvements to IFRS Standords 2078-2020' (issued tn Moy 2020)

Thel amendments, applicable to annual periods beginning on or after 1 January 2022. The pronouncement

coniains amendments to four lnternational Financial Reporting Standards (lFRSs) as result of the INB's annual

implovementE project.

tualndments to tAS 97 titled "Onerous Contacts - Cost of Fulfilling o Controd (issued in Moy 2020) The

amdndments, applicable to annual periods beginning on or after 1 January 2022, amending the standard

regafding costs a company should lnclude as the cost of fulfilling a contract when assessing whether a contract is

one{ors'.

Amqdments to IFRS g titted ' Reference to the Conceptuol FrsmeworK (lssued tn May 2020) The amendments,

applfcable to annual periods beginning on or after 1 January 2022, with amendments to IFRS 3'Business

Com[inations'that update an outdated reference in IFRS 3 without significantly changing its requirements '.

The Directors do not plan to apply any ofthe above until they become effective. Based on their assessment ofthe
potefrtial impact of application of the above, they do not expect that there will be a significant impact on the

company's fi nancial statements.

8
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NOTES TO THE FtTVANCtAt STATEMENTS (Continued)

3. APPIICATION OF NEW AND REVISED INTERNATIONAL FINANCIAT REI
tmpact of standards and Interpretauon; 

'-"^L rrrtANLlAL REPoRTING STANDARDS (lFRs, (continued)

The directors ar
rnternationat 

^l_':lf.t" 

that the adoption.of new standards, Amen
on the financia 

icountins standards Board (,"s;i ;ili:#[::1i:it and tnterpretatior

and s,ra,eg,es f:1'ffi",*#i;##ifi*,^rs::T,"[: :: lfi;:,;X:]il;xin 
s resu*ing rrom 

'[he
m en ts process dears with 

" 
l-":1 " "*' 

;.*## "J: Iilff JIILT1on-urgent, minor amendments to standards.i,l) Early adoption of standards
The entity did not early - 3(ep1 any new or amended standards in year 2022.4. SUMMARY OF STGNIFTCANTACCOUNTING 

POIICIES
The principre accounting poricies adopted in the preparation of these financiar .srarama^+- __-a) Reyenue recognition 

vr Lrrese nnancial statements are set out betow:

Revenue is recognised to the extent that it is onthe revenue ."n U" ,irrrn; 
=::=l:: 

,_rj, 
rt ls probable that future econon

expeaed to u" ."."ir11lablv 
measureo. n"rurr" lr il## ::T""To*efits will flow to the company and

appricabre, and when ."-' 'l^tn" 
;;;; ;;?ue 

ls recognised at the
;pecificcriteria havebeen 2t y3 coioi'i'.L,ri,,"" value of consideration received or

i) Revenue rrom ,,,. -"::.]:l:" 
o*' 

'"t ro' ""[-o;;":ffi:"'/, i;lffH:::::,t"rvaffii"
products ,o ,njn:.::'" 

of goods and services is recognised in th
receivabres o *;rffiil; tu.t"to'", t'rr ..."piiJ;: ;r;::#'il: :j,',:L:H,ffTiil: i:ffii;
Grants from National G

:::5 4".,,.,,t e.Iil'::ii}il:,iJ:ff:iT::::the vear in which the company actuary receives suchsran_ts are recognized in the staterie;;;;;ili:t1:.n, of comprehensiv
income over ,r," ,r"rri'io" of the assets that has o'^1lt1,,on..n;r"il.r',i'f 

income' Developmenvcapital

Finance income 
"",r.,,::,"":::_, ,^^::::has 

been acquired ;;il rJ"T:atement 
orcomprehensive

a",.,,n,#ff ,IIJ::il$1il,ff:,H:",*I_':,,depositsand,oans
. tir" propoi;; #;::::1.to 

ra-r-mers rorsugarcane
,srng the effective interest rate

l-.::11":"re is recognised in the income stat(a8reements' -"! rr'lvlrrE srarement as it accrues using the effective rease/tenancy

ii)

ii,)

iv)

v) Other income is recognised as it acrues.

b) tn-tcinacontributlons

In-kind contributions are donatrons that are made to the company in the rfi[:: ,,H,#.[?J.J.,1.,r, t",,, ii",; ;;;:i,::jT,i"il:,:::,;"il;j:,T-:l:",a, soods andlor services
su*,varuenffi 

'*"ffi 
a"',"::',ff fiiili*:I,jH:nfl .:,,i'#ii,:iifr [ilIfffl fu,*m:;arnounts; othenrvise, the contributi"ir ,s ""ir".".Jlo. 

-..- as an expense ,. 
"qr.ilro opposite
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NorEs Tb THE FINANCIAL STATEMENTS (contlnued)

4. SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES (CONtiNUCd)

c)

dl

i)Bulldings and roads:

Buildings

Roads

iilPlant, equiPment and machinerY:

Factory Plant and machinery

lrrigation Project
Agricultural imPlements

Wheeled tractors and cane loaders

Crawling tractors
Trailers and caterpillar implements

Property, Plant and equipment

Allcategoriesofproperty,plantandequipmentareinitiallyrecordedatcostlessaccumulateddepreciatlonand
impairment losses. Histor.rcal cost comprises .rp.iai,rr. initialty incurred to bring the asset to its location and

tondition for its intended use. subsequent costs .r. i".rra"a in the asse(s carrying amount or recognized as a

separate asset, as 
"ppropri.'i", 

*tv *t 
"n 

it is probable that future economic benefits associated with the item will

flow to the company ,";-;l; cost can ue ,"ti.ttv measured. The carrying amount of the replaced part is

derecognized. All other repairs and maintenance are-recognized in the profit or ross account in the financiar period in

yvhich theY are incurred'

certaincategoriesofproperty,plantandequiPmentaresubsequentlycarriedatre-valuedamounts'beinBtheir
fair value at the date oi re-valuation less any ,ru-r"qr.n, accumulated depreciation and impairment losses'

Wherere+neasurementatre-valuedamountsisdesired,allitemsinanassetcategoryarere-valuedthrough
periodicvaluationscarriedoutbyindependentexternalvaluers.Anyaccumulateddepreciationatthedateof
/evaluation is eliminated against the gross carrying amount of the asset, and the net amount is restated to the

revalued amount ofthe asset'

lncreasesinthecarryingamountsofassetsarisingfromre-valuationarecreditedtoothercomprehensiveincome.
lDecreases that offset previous increases in tne la"Ving amount of the same asset are charged against the

ievatuation reserve account; all other decreases are ctrirgld to profit or loss in the income statement'

Eachyeartlredifferencebetweendepreciationbasedontherevaluedcarryingamountoftheasset(thedepreciation
charced to the statement of comprehensive in-iet and depreciation based on the asset's original cost is

tr.nif"rr"a from the revaluation reserve to retained earnings'

Gains and losses on disposal of items of property, plant and equipment are determined by comparing the

proceeds from the dispoial with the net carrying amount of the items, and are recognised in profit or loss in the

incomestatement.ondisposalofrevaluedassets,a.o,ntsintherevaluationreserverelatingtothatassetare
uansferred to retained earnings'

Depreciation and impairment of property' plant and equipment

Freehold land and capital work in progress are not depreciated. capital work in progress relates mainly to the cost

ofongoingbutincompleteworksonbuildingsandothercivilworksandinstallations.
Depreciationonprop"ny,plantandequipmentisrecognisedintheincomestatementonastraight-linebasisto
vyrite down the cost or ...t asset or the re.varued ...,.'*^t to its residuar value over its estimated useful life' The

annual rates in use are: 
Rate /o

2.50%
12.25%

5.00%
6.67%

10.00%

t2.25%
10.00%

8.33%

10
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIF|CANTACCOUNTTNG pOUC|ES (Continued)

iii)Motor vehlcles and other equlpment:
Lorries and land rovers
Other vehicles
Office machines, fittings and equipment
Household equipment
Office furniture
Computer hardware

t6.67%
20.00%

20.o0Yo

20.00%

10.00%
25.OOyo

The assets' residual values, useful lives and methods of depreciation are reviewed at each ffnancial year-end, and
adjusted prospectively if appropriate. A full yea/s depreciation charge is recognised in the year of asset purchase.
No depreciation is charged in the year of asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. where the carrying amount of an
asset is assessed as greater than its estimated recoverable amount, an impairment loss is recognised so that the
asset is written down immediately to its estimated recoverable amount.

e) lntangible assets

lntangible assets comprise purchased computer software licences, which are capitalised on the basis of costs
incurred to acquire and bring to use the specific software. These costs are amortised over the estimated useful life
of the lntangible assets from the year that they are available for use, usually over three years.

fl Amortisatlon and lmpairment of intanglble assets

Amortisation is calculated on the straightiine basis over the estimated useful life of computer software of three
years.

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

Assets that have an indefinite useful life are not subject to amortisation and are tested for impairment annually.
Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrylng amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset's fair value less costs to sell and value ln use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cashflows (cash-generating units). Non-financial assets that suffered an impairment are reviewed for
possible reversal of the lmpairment at the end of each reporting period.

gl Investment property

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or held under an
operating lease) held for long term rental yields and/or capital appreciation, and which are not occupied by the
entit% are classified as investment property under non-current assets.

l1



d For

ctrert[ii sugar Company timited

Annu{l Reports and Flnancia! Statements
ehded June 2022

All other leases are treated as operating leases and the leased assets are recognised ln the statement of financial

position to the extent of prepaid lease rentals at the end ofthe year. Payments made under operating leases are

recognised in profit or loss on a straight-line basis over the term of the lease. Lease incentives recelved are

recognised as an integral part ofthe total lease expense overthe term ofthe lease.

if llnventories
lnvdntorles are stated at the lower of cost and net realisable value. The cost of inventories comprises purchase price,

tmpf rt duties, transportation and handing charges, and is determined on the movlng average price method.

il lrade and other receivables
Tra{e and other receivables are recognised at fair values less allowances for any uncollectible amounts. These are

ass$sed for impairment on a continuing basis. An estimate is made of doubtful receivables based on a review of all

oudtanding amounts at the year end. Bad debts are written off after all efforts at recovery have been exhausted.

kl
lncome tox
income tax assets and liabilities for the current period are measured at the amount expected to be recovered

or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are

or substantively enacted, at the reporting date in the area where the Entity operates and generates taxable

Current income tax relating to items recognized directly in net assets is recognized in net assets and not in the

of financial performance. Management periodically evaluates positions taken in the tax returns with
to situttions in which applicable tax regulations are subJect to lnterpretation and establishes provlslons where

Def*red nx
Defelred tax is provided using the liability method on temporary differences between the tax bases of assets and

liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Defefred tax lbbilities are recognized for all taxable temporary differences, except ln respect of taxable temporary

differlences asgoclated with investments ln controlled entities, associates and interests in joint ventures, when the

timirlg of the rqversal of the temporary differences can be controlled and it is probable that the temporary differences

will rlot reverse in the foreseeable future.

Defelred tax a3sets are recognized for all deductible temporary differences, the carry fonarard of unused tax credits

and dny unused tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit will

be arlailable against which the deductible temporary differences, and the carry forward of unused tax credits and

unusdd tax losses can be utilized, except ln respect of deductible temporary differences associated with investments

in coiltrolled entities, associates and interests in joint ventures, deferred tax assets are recognized only to the extent

that ilt is probable that the temporary differences will reverse in the foreseeable future and taxable profit will be

a,railtble against which the temporary differences can be utilized.

lnvestmcnt property is carried at fair value, representlng open market value determined periodically by

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

NoTEs io THE FlltANctAt STATEMENTS (continued)

5 SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES (Continued)

Finance lnd operating leases

fettcs r^hich confer substantially all the risls and rewards of ownership to the entity are classified as finance

f eies. U!6n lnitial recognltion, the leaEed isset Is measured at an imounf aqilifE-the lower of lts fair value ind
the prescnt value of the minlrnum lease payments, and the asset is subsequently accounted for in accordance

with the accounting policy applicable to that asset.

h)

ap

t2
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NOTES TO THE FtNANCtAt STATEMENTS (Continued)

4 SUMMAR' OF SIGNTFTCANTACCOUNTTNG pOuCtES (Conflnuedt

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the e)dent that it is nolonger probable that sufficient taxable profit will be available to ailow all or part of the deferred tax asset to beutilized' Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the extentthat it has become probable that future taxable profits will allow the deferred tax asset to be recovered.Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset

:11i1'rt:j#,::t lbilitv 
is settled, based on tax rates (and tax raws) that have been 

"n.a"a 
or rrbrr.n,ir"ry enacted

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

l) Castr and cash eguivalents
cash and cash equivalents comprlse cash on hand and cash at bank, short-term deposits on call and highly liquidinvestments with an originat maturity of three months or less, which are readily convertible to known amounts of cashand are subject to insignificant risk of changes in value. Bank account balances include amounts held at the centralBank of Kenya and at various commercial ganks at the end of tt e ,epo.ting period. For the purposes of these financialstatements' cash and cash equivalents also include short term cash imprests and advances to authorised publicofficers and/or institutions which were not surrendered or accounted for at the end of the financial year.

m) Borrowings
lnterest bearing loans and overdrafts are initially recorded at fair value being received, net of issue costs associatedwith the borrowing' subsequently, these are measured at amortised cost using the effecflve interest rate method.Amortised cost is calculated by taking into account any issue cost and any discount or premium on settlement.Finance charges' including premiums payable 6f settlement or reoempiioi are accounted for on accruar basis and areadded to the carrying amount of the instrument to the extent that ih"y ,r" not settled in the period in which theyarise' Loan interest accruing during the construction of a proiect is capitalised as part of the cost of the project.

n) trade and other payables
Trade and other payables are non-interest bearing and are carried at amortised cost, which is measured at the fairvalue of contractual value of the consideration to be paid in future in ,"ip"a of goods and services supplied, whetherbilled to the entity or not, less any payments made to the suppliers.

o) Retirement benefit obligations
The company operates a defined contribution scheme for all full-time employees in managerial cadre. The scheme isadministered by an in-house Board of Trustees and is funded by contributions from both the company and itsemployees' The company also contributes to the statutory National Social security Fund (NSSF). This is a definedcontribution scheme registered under the National social security Aa. The company's obligation under the scheme islimited to specific contributions le8islated from time to time and is currently at Kshs.1,700 per employee per month.

pl Provision for staff leave pay
Employees' entitlements to annual leave are recognised as they accrue to the employees. A provision is made for theestimated liability for annual leave at the reporting date.

l3
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ruorrs [o *rr FNANCTAI STATEMENTS (continued)

iUrur,,raer OF S16N;F1CANT ACCOUNTTNG FOLICIES icontinuedi . -I' * -'

ql ' Exch'ange rate differences

The accounttng records are maintained in the functional currency of the primary economic environment in which the

enlity operates, Kenya Shillings. Transactions in foreign currencies during the year/period are translated into the

functional currency, Kenya Shillings, using the exchange rates prevailing at the dates of the transactions or valuation

whgre items are re-measured. Any foreign exchange gains and losses resulting from the settlement of such

transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in

foreign currencies are recognised in profit or loss.

r) Budget lnformatlon

Thd Company'sbudget for FY 2020-2021 was approved by the Ministry of Agriculture Livestock, Fisheries and Co-

operatives - State Department of Crop Development on 12s August 2020 having received National Treasury

regommendation for approval. This was in compliance with requirements of Section 11 and 12 of the State

Cd/porations Act, Cap ul4 and Section 68 of the Public Finance Management Act ,20t2.

The Company's budget is prepared on a different basis to the actual income and expenditure disclosed ln the financial

statements. The financial statements are prepared on accrual basis using a classification based on the nature of

expenses in the statement of financial performance, whereas the budget is prepared on a cash basis. The amounts in

thq financial statements were recast from the accrual basis to the cash basis and reclassified by presentation to be on

the same basis as the approved budget. A comparison of budget and actual amounts, prepared on a comparable basis

to the approved budget, is then presented in the statement of cornparison of budget and actual amounts. ln addition

to the Basis difference, adjustments to amounts in the financial statements are also made for differences ln the

formats and classification schemes adopted for the presentation ofthe financial statements and the approved budget.

ial Comparative figures
Where necessary comparative figures for the previous financial year have been amended or reconfigured to

conform to the required changes in presentation.

bl Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial

statements for the year ended June 30,2021.

siaruIrICNNr JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

ThqpreparatlonoftheCompany's financial statements in conformity with IFRS requires management to make

judtments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,

and the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these

asspmptions and estimates could result in outcomes that require a material adjustment to the carrying amount of the

asset or liabillty affected in future periods.

Estimates and assumptions
The Company based its assumptions and estimates on parameters available when the financial statements were

prepared. However, existing circumstances and assumptions about future developments may change due to rnarket

chahges or circumstances arising beyond the control ofthe Company. Such changes are reflected in the assumptions

when they occur.

4
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have a signiflcant risk of causing a material adjustment to the carrying amounts of assets .na li.bititi", within the next
financial year, are described below.

NOTES TO THE FtNANC|AI STATEMENTS (Continued)

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTTMATION UNCERTAINTY (continued)

Useful lives and residual values
The useful lives and residual values ofassets are assessed usingthe following indicators to inform potential future use
and value from disposal:

The condition of the asset based on the assessment of experts employed by the company
The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes
The nature of the processes in which the asset is deployed
Availability of funding to replace the assets
Changes in the market in relation to the asset

The rates of depreciation assigned to each class of assets is a result of such assessments.

Blological assets
ln arriving at the fair valuation of biological assets, the management has adopted IAS 41 and 61 in valuation of cane
bearer plant, cane bearer plant work in progress, growing consumable cane and livestock.

The Company estimates the fair value of its growing consumable sugarcane as the product of estimated yield in tonnes
of standing cane at its present age and the prevailing cane price less point of sale cost. The yield is estimated as theproduct of the area covered by the standing cane in hectares, the age bf cane in months and the average cane yield
per hectare per month (TCHM).

Bearer plant is rneasured at cost and depreciated over its productive life assumed to be an average of 4g months. The
curnulative cost of land development and cane establishment from 0-6 months is capitalised. Livestock is recognised at
acquisition cost and revalued at each year end using the prevailing market price for the animal category.

The biological assets valuation estimates and assumptions are detailed in Note 2L.

Provisions
Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions is included in Note 13. Provisions are measured at the management,s best
estimate of the expenditure required to settle the obligation at the reporting date, and are discounted to present
value where the effect is material.

The Company made the following provisions in the year; Bad and doubtful debts Kshs. 4,137,0L2; provision for tax
penalty and interest Ksh. 164,501,412 and lnterest on pension arrears Ksh. 10,385,554. These have been listed as part
of administrative costs under Note.13 (a). The tax penalty and interest has been computed on a self-assessment basis
using the rates contained in the tax procedure act 2015 and other relevant tax legislations. lnterest on pension
arrears is computed by pension scheme administrators. Other provisions under staff costs are staff gratuity provision
of Kshs. 65,008,880 and leave pay provision of Kshs. 15,882,311 as captured under Note 13 (b).

'tq
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sales of Molasses

fotal

''_--'L;437,V68,&3

4t,049,525 '14,341,645

,.]"r'

Jotal

Gross

Outgrowers
Change in value of unmilled cane
Tttal Cost of Cane milled

Africulture
SteffCost

A{riculture overheads

Mhnufacturlng
Stbff Cost
PrLcessing Costs
Rfairs and maintenance
Otfrer factory overheads
Dlpreciation-factory

Change in value of sugar in process
Chpnge in value offinished goods

Cogt of goods sold

net tales

sales

L,472,8L7,728

1,708,458,565

(23s,6s0,836)

2,21L,52L,653

2,565,365,119

(3s3,843,45s)

7

Value added tax on gross sales

1,472,8L7,728 2,21L,521,653

Sugarland molasses are the main products of the Company. Molasses is produced as a by-product ofthe sugar process

OF SAIES

of cane mllled: Nucleus 59,096,467
1,055,000,234

3.434 000

133,001,564
L,337,666,L44

.0001

1.127.s30.701 L.468,733,708

109,989,439 9L,480,244

55.672.873704.600
1SO.694.O39 t47.ts3.LL7

297,86s,975
42,378,233

228,939,386
(28,911,323)

77.998.089

285,M5,L26
55,569,540

r93,922,223
15,062,633
77 998.(]8q

618,27O,360
54,530,130

7,669,831

628,096,511
(35,926,384)

9,784,997

1,958,695,060 2,217,941,943

Cand from outgrowers is valued at the cane price paid to farmers while cane from Nucleus estate is valued at the
fair talue less point of sale cost recognised during the latest valuation plus cost of harvesting and transporting the
canc to the factory. Manufacturing cost includes agriculture and factory overheads.
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8 FAR VATUE BtotoctcAt ASSETS

Galn on consumable growing cane
Gain on livestock

Total

106,353,055

517,000

106,970,056

===========

38,208,784

361,000

=======:===

9 GRANTSFROM NATIONAT GOVERNMENT

Reccurrent grants received
Capital grants realized (see note below) L92,077,971
Total

182,077,977
The government grant relates to Kshs. 13g.9 million paid by the Governm ent ofKenya in

==========================
2022to Chemelil sugarcane farmers to defray arrea rs of cane proceeds

December 2O2l andMay42.5 million paid to various suppliers during the year ending 30 June 2O22for ma intenance m aterials supplied and

accrued by the Company in 2O2t and Kshsservices rendered during the out of crop factory maintenance caried out between April and August 2022.10 INTEREST INCOME

Interest income:
- '- from receivables

Total
360,974 518,630

38,559,7g4The fair varue gain on consumabre growing cane is determined in accordance with IAS 41 as detailed under note 21.

lnterest income on receivabres rerates to interest that the company chargesfor farm inputs' The company recovers these from cane proceeds payabre to

360,974
===========

farmers in relation to
farmers on harvested

518,530

=========:=
credit advances
cane.11 OTHER

(a)
rNcoME, cAtNS AND tossEs

Other lncome

Rental lncome
Other miscellaneous income

Total

13,t25,973
L,2g2,lgg

11,957,008

836,399

Rental income is received
14,479,061 12,903,407

from tenants allocated living quarters within employee residential estates. These

============ ==========:=

service providers and

include temporary employees, employees of key

l7

civil servants serving within the local
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Miscellaneous sales include sale of stock and non-stock items that are not part of the main products

E
;--_,.+:-- -!L.'j

6alns and Losses

on disposal of property, plant and equipment (3,053,346) 16,L74,77s1

(3,063,345) 16,174,7751

=========== ========---
Complny,s sugarcane fields holding sugarcane that had been developed at a total cost of Kshs. 18,021,824

replOughed/fallowed during the year after accumulating depreciation amounting to Kshs. t4,958,478,

dilposing the bearer plant at a loss equivalent to its undepreciated cost of Kshs. 3,063,346.

D DISTR]BUTION EXPENSESL2

?f.a&i-..+h "..i13

cost - sales personnel

Handling and distribution costs
- distiibution equipment

EXPENSES

Administration Costs

costs - other (note 13b)

'emoluments
,emuneration

fees bnd court awards

S{rvices
ning erpenses

nsurance lcosts - other
lank chartes and commissions
ilectricity End water
lepairs and maintenance
itationery printing and photocopying

l'ravelling nnd subsistence
lommunitation servlces and supplies
Depreciatlon - other
Bad and &ubtful debts

Stock Obsolescence
Iax penally and interest
lnterest on pension arrears

8,395,258
4,851,640

759,70s

5,985,863
3,697,2O4

759,705

14,007,503 10,442,772

2L6,L58,486 790,t47,397
366,329
750,000

17,687,596
!,850,735

(3,731,918)

3,070,000
7,965,406

375,727
4,82L,942

'!,965,742

32,693,757
6,480,364
6,155,052
4,oog,65o

532,428
38,520,839

4,137,OLz
(2t,226,63t1
164,5O1,4t2

10,387,554

5,286,653
32,000

5,0i8,762
2,498,852
7,845,603
7,688,462
3,447,579
t,546,724

502,833
38,308,693
21,017,688

153,582,355
35,113,480

18
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Other administrative expenses
(s,78L,904) 1l,s4s,877

Total

-i€*;-::.= iGJ.

.._iJii.ii:iiiil,r?:il:t 
ott''",, 

'"t""niir*',"uor.,,onr. ,ri"...r,'""'p*rion arrears is as computed by pension
NOTES TO THE FtNANCtAt STATEMENTS (Continued)

(b) staffcosts

Salaries and allowan ces of permanent employees
Wages of temporary employees 43s,855,427

131,365,116

2,445,900
8,o79,523

x2,252,045
(1,193,098)

10,391,099

National social security schemes
Pension con tributions

Total

13 (b, STAFF COSTS (Continued)

The avi

: : : :*, ^ r;r, : :. ;:m""::i ffi il# #}:J,,"J,"JI 

* 
" 

e n d or th e vea r wa s :

Temporary and contracted employees

Total

lt
I

Staff gratuity provision
Leave pay provision
Staff welfare

14 FINANCE COSTS

lnterest expense:

417,232,439
130,987,7L4

2,006,900

65,009,990
15,882,311
77,757,097

649,969,235 599,205,109
=========== ===========

190

271
554

-

193

287
494

958
=========== ===========The government has restricte.d employment on permanent basis as a measure to maintain a rean workforce inil:','J.il':il1]fl3,' jJ:',ffiT:"i,[r[^:::'"",1r.fiksili#i:::;ij,*,,":.,#t*ffnuse 

or,emporary

1,015

22,576,936 78,000,260

22,5t6,936 78,000,260
=========== ===========

'- on commodity loans
'- on IPF loans
'- on bank overdrafts

Total

ffi;::::" 
commoditv loans accrue at the rate of 5% on outstanding principar amount and 6% on defaurted

Ir
I
v

i!

l9
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PROFTT/(rOSS)

The profit/(loss) is arrived at after charging/(crediting)

Staff (note 13b)
of property, plant and equipment
of intangible assets

for bad and doubtful debts
emoluments - fees

- other
remuneration - current year fees

- prior year under-provision

AU

Loss

Net
disposal of propefi, plant and equipment

exchange loss

Total i

f!I*...
l5

548,869,235
158,791,092

599;206,108
158,791,092

4,t37,012 21,017,688

750,000
L,tLO,735
3,063,346

366,329
200,000

6,174,775

8L6,72L,419 785,755,991

303,911,233
(48,829,167)

76 rnconnJrar< EXPENsE/(cREDtr)

(a)

Current tax charge
, Deferred tax charge (note 28)

lncome tax expense/(cred it)

(b) Rpconciliation of tax expense/ (credit) to the expected tax based on accounting profit
I

fhe ta{ on the Company's loss before income tax differs from the theoretical amount that would arise using the
statutdry income tax rate as follows:

Profit/(loss) before taxation (694,894,7s5) (ss1,s32,1s6)

Tax calculated at the statutory tax rate of 30% 12020.'30%l

Tax effect of:
'- Expenses not deductible for tax purposes
'- Prior year under/(over) provision in deferred tax

208,468,427 (L64,784,1721

xxx
xxx

20
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I.Chemelil Sugar Company Limited

Annual Reports and Financial Statements

-+;+..1F:

NOTES TO THE FINANC|AL STATEMENTS (Continued)

L7 LOSS PERSHARE

The loss per share is calculated by dividing the loss after tax by the average number of ordinary shares in issue
during the year. There were not dilutive or potentially dilutive ordinary share as at the reporting date.

Loss for the year attributable to equity shareholders (694,894,7s6) (ss1,932,1s6)

.'- Deferred tax not recogniSed

lncome tax expense/(credit)

Total comprehensivb loss per share attributable to equity
shareholders

Weighted average number of shares in issue (note 27)

Loss per share

Total comprehensive loss per share

(694,894,7s6l'

10,579,581

xxx (90,297,894)

xxx

(ss1,932,1s6)

10,579,581

(6s.68)

(5s.68)

lsz.17l

(s2.17l.

18 D]VIDEND PER SHARE

The directors do not recommend payment of a dividend for the year (2020/2021: Nill

2l
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SugarGompany Umited

Annual
For the

Ieforts Financbl Statements
lune m22

NOIIS THE STAIEI6illlt(Condnrred,

1!' lmEqntil€rlT {ConUn$€dl

rElrrrl&3 for hr biobsid assets in accordance with revised IAS 41 and IAS 16. Under the standards,
ifi dgrxig slarcane is recogalsed as bearer plant from the 7th month when lt is fully developed.

AT {}E}* bctfu!6 b bear produce (sucrose) and remains productive for at least 3 harvest cycles of 16
a-E rtrngc sprqrt again into a new produce after each harvest,

andc ir dctcrmining the carrying values of bearer plants lnclude:
rc adcd t ct hss depredaUon. The cumulative cost of devetoping cane has been

d drytriscd orcr tlre plant's economic life estimated to be 48 months. All costs lncurred after
rn rocnecd rs mainteflance costs.

OG aontlc is midered imtnature since the root system is still developlng. Cost incurred at this
rrcrthprogress.

ll*dtll d dE *andard, the cost value of exisUng bearer plants was estlmated uslng standard
thdoF[rntgcrhcctrc. All subsequent additions are recognised at actual cost.

t nh m?r. 701' {2IEl} 58*} of the nudeus estate farm measuring 1,598.2 ha (2021: 1,335.5 ha) had
&. Flbt tcrccnt (X)21: 1 %) of the estate land measuring 346.9 ha (2021: 311.2) had
fc J* lEt lZM 28lXl) was fallow

!l! 3{1t t€ t2ot1: tH)!l} was flanted with new cane, M\4 ha (2021: 1gg ha} of growing cane
w mncGrrud for c.pftarization as addition to bearer plant asset while 169.3 ha (2021: 2791 of
gdeat rrs hlorrdqoproolad by ploughlng.

N1 llatrt anc eqtry{n€nt ahtr than bearer plants have been charged to secure banking facilitles as
undtr note 31. Propcrty. Cerlt.rd cryigment include the followlng items that were fully depreciated:

veh including motor cycles
Fumiture, fittings and equipment,
Cale bearer plant

rotft 76,741,7y 15,59O,424

70,295,455
6,455,299

70,286,455
6,004,030

74,057,297
1,533,133

L4,O57,29L
L,425,957

vehicls, lncludlng motor cycles
fltthgs and equipment,

Can{ bearer flant
Irotrf 16,290,48s 1s,483,248

=-===E=== -========
The Cf mpany orvns 2,700 hectares of freehold land. The land has been charged to secure banking facilities granted
to th9 Company as disclosed in note 31. The land was last valued on 3fth lune 2018 by Tysons Limited on an open
markCt basis at tchs 2,000,000,000. The value of the land has been reflected in the statement of financial position
as parf of propsrty plant and equipment.

I 24
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Reports and Flnandal StaternantsAnnual
For the ended lune 2022

NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

2L. BtotoGlcALASSErs

At tfie beglnnlng of the Year 'l
Prior Year adiustment

Atthe betlnnln8 of th€Year 16t'ted

Decrease due to harvest at falr value less point of sale coss

6ains arlslng from changes ln falr value atributable to:

- blological transformatlon

- price changes

Falr value galn/(loss) on valuation

Atth€ end ofthe Year

40,glu20

ffi
(39,542,333)

99,236,183

7,LL6,872

106,353,056

<-
,io7p,2,&3

*alEl:

959,387 2,292,937

125p56,!168

(27,153828)

98,!103,040

(96,610,103)

10,676,843

27,531,940

38,208,783

ffi;
EE--t-

T

TheCompanySrowssusarcanelnltsNucleusEstatewhoseproduceisharvestedforreplantingormillingandhas

accountedforitsblologicalassetslnaccordance*nn,.,,*lAS4landlASls.Canestemlsrecognlsedasthe
consumablegrowingp,oo,."r,o.theTthmonths,henltbe$nstoformsucrose.Theproducefullymatureswlth
maxlmumSucfosero,""tt.,.t'"reafterbutcanbeharvestedasearlyasgmonthsasseedcane.

Slgnlficant assumptions made in determining the fair values of growlng produce (biological assets} are:

IGrowingp,oou.et,a.u"enstatedatfairvaluelesspointofsalecost.onlycaneagedgmonthsandabove
is assigned a value aS lt ls onty then that it can be harvested for use as seed cane' The value is based on 

I

market p'it" ot Ltt'' l'U" 
'""onn" 

of sugarcane (June 202GKshs'4'040)'

ll) Growlng proau* i", ieen quantlfted ,n roino .r,rte product of average producdvfi per unit acreaSe at

harvest age (TCHM) and actual 
""r""s" 

rni.ircs cocred by the produce' The TCHM lor 2022 was 2'38

(2021-1.e1).

tll)Allcostslncrrrredtomaintaingrowlngproduceareexpensed.

Asat30June2022,L,g45.1ha(2021:1.,647.3ha)ofnucleuseshtelandwascoveredbygrowingcaneproduce.of
thrs 62x (2O21:5o96) covering 1200,5 ha tzozr, are.i tta) had mature produce ready for harvest whlle 20% (2021:

32%)coverlng397.7ha(2021:519ha)hadlmmatureproduce.Theremaininglsj6(2021:19,6)ofgrowingcane
covering 346.9ha (2021: 559) had not bome recognizable produce'

Durin8theyear,33,407tonne5(2021150,032)ofmatureproducewasharvestedfromthenudeusestatefor
milling and seed cane with a falr value tess e,timated polnt of sale cost of Kshs. 39,542,333 (2021: Kshs'

99,650,910). tn oetermining the pr$ent rrru. oi*p."t"d net cash flows' the company has not discounted the

cash flows as standing cane will mature-wlthin the next reporting perlod and therefore the lmpact of the time 

;
value of money on "'tittt"d 

future cashflows is not slgnificant'

lt.
25
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Annual
cor the

NOTETC}

trembtlt Corhpany Umited

Gains arislng from changes ln falr value attributable to:

- biological tra nsformation

- price changes

Falr valuc gain/(loss) on valuation

At the end of the Year

price of dairy anlmals categorised as follows

Calf
Heifer
Lactatlng cow

Bull

Goats

Ftnandal Staternents

tune 2l,,22

STATEIf, llTS {Conti nued )

(cor*luedl

llpc(tgtohar.v6tthematurecaneproduceheldattheendoftheyearwithinthenext12months
groring produce has been presented as current assets'

L,246,W0 1185,000
dr bcEhnlng of the Year

dte to acquisitions and blrths

lue to slaughter or sale at fair value less Point of (300,000) (600,ooo)

costs

l1

946,000

474,w
43,000

885,000

370,000

(s,o0o)

35lp00

t,246,OOO

=-========

16,000
87,000

153,0@
x23,000

7,000

517,fir0

1,453,000

=--===34

15,000
85,000

150,000
120,000

5,000

The company keeps dairy cattle ln its Aodemy section whose produce is used within the school to reduce

boardinSexpensesandhasaccountedforitsbiologicalassetslnaccordancewithrevlsedlAS4landlAS16.The
herd of dalry anlmals has been stated at fair vatueless point of sale cost' fhe value ls based on the open market

ffi
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Chemelil Sugar ComPanY Limlted

Annual Reports and Financial Statements

Ear tho vaar
. Y. fr.r ,-r"

andod June 30,2022

NOTES TO THE FINANCIAL SIATEMEIIITS (Contlnued)

22 INVENTORIES

Product Stock
Milled Sugar

Molasses
ln-proctss stocts
Milled sugar'ln-Process
Molasses in Process

Subtotal

Raw materlal stock

Un<nilled Cane

Other mater&als and consumables

Field and factory stores

OOC Maintenance Stock

Consumable Stores

Stationery
Medlcines

Less: lmPairment

Subtotal

Total

7,570
19,550

21,22O

291,410,910
7,485,426
7,7t8,80t

'2,312,439

7,027,475

3qr,951052
(61,636,216)

248,31&836

248,:146,056

7,1o2,7L5
705,000

54,697,618

62,505,333

3,434,000

257,238,454

L2,374,6L9
2,7O3,633

126,429

275,Ai-t,l:55
(82,862,848)

193,014,288

255,5L9,52L

=======E=:=
=--!------

product stocks are valued uslng FlFo method. ln the prevlous year 2021' a wrlte down on product stock of Kshs

2,26g,434was recognised as an expense'

Alltheotherstockhavcbeenvaluedattheirwei8htedaveraSecosts.AwrlteonadjustmentoflGhs'196,740has
been passed to ttre suppiies stores ttoch l*a", t" ,Copi itri?trration of stocks physically counted on 30th June

2022 using welghted average cost. Ordlnarlfv tne feJg"iit updated by thl sun system using FIFO method'

stock categorised as obsolete prevlously recognlsed at Kshs'61'635'215 (2021-Kshs 82'862'848) have been fully

impaired. some of ,t" n"rl.r"unting to xrtr.ir2ZO,g32 were drawn and used during the year hence the

stock lmpairment wrlte back of the same amount'
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Annual

Umited

Statements
2022

{Contlnued}

8EGENABtES

lsr2:
r - -r^ r?Ll
tltvts eJY,

(note 23d)

(note 23e)

and other reoetvablg

fiZI:
(note 23b)

loens to
boctts

(note 23d)

pr€pavmcnts
(note 23ci

(note 23e)

rotd tr*e and other recelvables

RdC,ENABlIS

6ross reeivablcs
for doubtfu I re€eivSbles

Gms Receivables

for doubtful reccivables

19812,152
4243€,5,977
pp83B70
74213'631

765.6119

2/t13/11,065

<
7bli/s,*t't

da-#

51537A42
1?'9,219319

4,892,178
2?,6C7,981

3,ZO,,,71.,,,;57

9155,*'Stt
-----.-#

analYsis of the gross trade

(39,075,251)
,.-- .^i ttll
[4U/rr+7o,r vrl

(1,258,654)

(64,134,900)

{s!.1,c775891
3:-==-=

(39,230,415)
(407,498J64)

(1,268,664)

(59,842,735)

(507.8rt0,5771
*a-zFl--s:

10,755,891
16,887,213

20,983,970
22,94,.P67

766,699

1177,206,166

249,545,905

=*-:==
$,307,028
21,750,555

4,892,778
76A29,3L7

26f.,?28,423

328,708,100

=--=:z*=

42894,86
(32,290,431)

LO;ro3.,8E
6,837,896

(6,784830)
53,065

10,756,891

=*=t!tta=

45,4{x),500
(32,391,495)

8p18,0o5
- .^- aaa
5,Ltt,2"

(5,83&920)

2,.89p?3

LS,w7,o28

=**--s=

At Juhe 30, the aSeing

receivibles was as follows:

Less than 30 daY:

Benxa€n 30 and 50 days

^ -r...^^^ c,r .nd QO daVS
EEluGEl i

Betwfen 9f and 120 daYs

over h.zo daYs

0

1,37989s
1,3O2,235

47,149,922

49,8?2,L52

5,533898
3,648,136

518,951
5,373

44,830,985

*,537,&2

1Q
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Chemelil Sugar Company Umited

Annual Reports and Flnanclal Statements
For the ended June 2022

Provlslon has been made for amounts whose recovery is unoertain.

NOTES TO TllE FINANCIAL STATEMEIUTS (Contlnued)

,t' 
'.I 

CAEG DG'CII,.DI CC.J lL' e.Ar r rt!*.rrutsr

7a94,967 26,429,317

Lesst Amounts due wlthln one year

Amounts due after one year

24,213,63t 27,897,98!

The Company operates a staff car and cycle l6an scheme for employees whereby ellglble employees are given

loans to acqulre cars for thelr personal use. The loans whicfr are secured by the vehicles ac4uired using the
proceeds are payable wlthin a maxlmum perlod of 60 months. The interesf rate on staff loans is 5%. There were
no outstanding staff receivables balances as at reporting date (202&Kshs'Nil)

23 (dl cAr{E DEVETOPMET{T TOANS TO TARMERS

Gross stafr debtors and advances
Provislon fior lmpalrment los

At ll0tJr lum 20zl:
Farmer cooperatlvB
large & small scale farmers
Transporters

At 30th June 2021:
Farmer cooperatlves
targe & small scale farmers
Transporters

75pil,337
46,9@,41
1,451,199

424,185,977

375,706.867
52,091,000

1,451,451

429,249,119

24,2t3,61L
(1,268,654)

(365,958,108)
(tto,706,920)

(8I),735)

(/o7,498,764)

(365,958,108)
(40,706,920)

(833,736)

(/007,498,764)

27,597,98L
(1,258,564)

10,006,229
6,253,520

627,463

16,887,213

9,748,760
11,384,08O

617,715

21,7X),555

T

I
T

T

T

{,

Cane development Loans relate to cost of farm inputs supplied and services rendered to farmers on crcdit. The

farmer's standlng cane established using these funds and tltle deed for the land on whidr it stands act as collateral

for the loan. Recovery ls made when the cane matures and ls harvested. Under the current contracts, 60% is

recovered from the lst harvesg 20% frorn 2nd harvest and the remaining 20% from 3rd harvest. lnterest ls

29



Chpftrelll Spnr ConPenY llmfrcd

Annual B€lorts -aic iili35?9.3 :EEEeiiisiEsr.!
For the Gnded

dreGd rt tha rrtt d Uf on rccosrHc lorn balrnces. Dlrectors havc made provlslon for tmounts whGe

i rcotrcryissnstekl

aior a5 ro ilr riil*,tCni ir iiCiiiiiil irbr&ruJi
i

8(c)

Tnnrporter & Oftt rt rdvencre 21569,066
(14,988,103)

&680,9G1
54,155,110

149,146,7971
5;018313

u,:165,2:!7
(10,695838)

4,6i69,3O0

53,612,735

149,1#,797t
+r5sB38

*arrhlon br lmoalrmcnt lo33

Qthrr ruahrblct
?rwBlon for lmpsimGnt b6;

1t,699,216 g,l:ls,23t

@
Tndc payrblcl
Srnll scah farmca
Lrryc tcrlc Farmcrr

Tranrporurs & Han egtart
Cenc Matntco.ncr Contrrgtor
i-..--il a l-Ilrl.l^-

otie, prvaUes

BBCfit AltEs

42,7U,U7
20 469,853
10,556,097
36,76'r,236
6,522,453

t7 Oitl ffi,ll-.r-.-a-. t

8,i85,355

44,242,578
E0,815,9{8
6719?.095
10,874,426
2,482,677

39,5c7,60q
5,886.856

163,506,881 ztt l93,tt5

177,2qi,,166 tiltP?,,,.23

tclr: Amounts dueulttdn omlGar zttL341,065 ?2O,177,157

ArnouqF duc rftcr onc yctr
l|lEm EErcat

The Comprny endeavors to suppoft crnc daclopmen! huvest and haulage actlviths ulrdcftalcn by lndcpendcnt

frrmen. hsrveiters. transoort?c or ttelr ormnirrtlonc owin8 to their crttacality for the contlnuity. of milling
. - - 4 -- .-rrL t--- r--..b &.^l ral dL* llraa far aorh ar aa r.arrllt rndoPGrEU(,nS. t nE rrlrllrpaalY tuPPllla llrell t.ur r.r..) .rrree, .u$r -r'u

malntalns cunent accountt fior these transircdou and rccovers dcblt balances from rny monbs pryeble to them

for cane purdrased or senriccs received from ttum. Dlrector harc made provlston for emo{rnB whose recorcry

hrvt becoma uncrrtrln.

24 TAX RE@\'ERABII

It bcginnirg of the ycrr
lnome trx cha6s fur thc ycar (note 16!

Undcr/(svcr) prodslm ln prior yearA (notc 16)

tncome tex paid duringthe ycar

15,183,641 ut,183,541

(575,265)

At end of thc ycar lr,ulru,rr6 l5rl,ErrD.l.l

{

4Ea6-:

.L
\
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ICheorclll SuFr Cornp.ny Umkod

Arnuel Rrportr rnd Fhurdd Stltcmcnts
Forthc ad.dfloG 2022

fils ta rccorrnhh munt hdudar hn.lma* tu prH, xlthholdr| trr m hlarurt lno.n+ md rdnrnco trr on
comricvd.l vdtHatp.ld o.l Cfilr3ttdatt3htlxp.rty..,r hnrirldr thcComgrrryh8 rdb5ruatonGDur'
bac.ula lt h8 ?.odd bir or thc: frre Ih. t|tEunt b ,@rbh frrom fim|r csporedon far wh.n th.
Co,ttpal pottl pr!frL

IgrIEgrcIlI ;Il XCIALSIAIGIErI! rco.lttlu.d)

6 lAl{tAtDG Sai urcElt

n
Cerdr ln hrnd

$btot a

BrdOrdnft

Iot8l

rl Ontrrtrrrt
IC8 Berdr Xbumo ti-0 

^.countIC8 Bmk Xbonr Irlq|rctAo(,til
fC8 8ry* Ihuml ?rr'lcct Aobrrntl
fCD Br* IllrrrrCh.'r.I A..d6rtA/c
Coopc,ttt. E r* fumuL*t Uc
Cooporrdvr Br* Ibumu PrqloctA/c
Coopcotln Brnl Xbumu H..hh Or l,/c
Coop8.nkEturn Chandf AE d.flrv.ffA

3u! tg!a!

$ iloble mmry
S.fartcom Mpar.

Sub tor.l

c, oos{tt cfyl
Cr$ h tr.rBlt
cr:h ln hard

$btotd

Gr:ndtot !

4t"l9t t,t 132,63E7r91

Q,W.227
ttr.@l

at"5tlrta

(u6rsol

5,!r4r,s*t
(r86rs0i

z+tsz67r
f,021s32
.3,98tr5r0

31.736
2,1(x,111

905,354

ls2.53r,2r9l

(um)

.t-E E.ftE

Ihc bult bulk of crih at bfil r.s h.ld .t fcrt Commadd Eurlq th. Co6p.nyr mdn brr*ar3. fhc rnetr - up
of brr* bdenccr rnd rhon t rm dgorftr b ! lb[o6:

hlhd rndfh of t cdr rrd cdi cqthahnts

1r0Et 90!r{r7
1r&D5715
1tl?122{?E
11879t39:l0

0rrD5.562!m
o1t2fiEaa629ot
01166laltls(x)

(ljoo)
(t5,16r,637)

te,
a,673,028

24,93t274
Es4389
r2386

,"0t9,498

3l

$Frsr, (3r,ca4$sl

73r,9, 995.35{

7n,w 993,t6a

{ue.pt. {54637,1191

I
i,.

\ I
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Annual
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i
b

]'emeiii
-----dtr,rr?.L-. ' t

tialtad

finildd$aterrcnts
.hxr€ frin

(Conttnuedl

ordinary shares of Kshs'20 Par value each

RETAITIED LOSS

PRPRYEAR AD'USTMENT

AN anor occuned whlle recordlng

The are tabulated below:

2===a-3t# =E===t=tE-

211,59L6?, 211,591'620

=!E!E=-ta
!!Gg=aaa

a

rssueti ard iuiil Pa!d:

rci29,t81 ordlnary shares of rshs.2o par value each ::=:]i:i =:.:=:

The total number of authorlzed ordinary shares is 10'579'581 (2021'10'579'581) $dth ' 
par value of *'hs',2. each'

bsuedandfullypaldordlnaryshares,whichhave.p",,.r,.'orKshs.Z0,carryonevotePershareandarlghtto
divldend.

REVATUATION RESERVE

The 6erraruation reserve rerates to the revaruation of freehold land and burrdings, factory prant and machrnery'

agriorltural machinery .ni'i.rt"r"nts and moto,r;ti;' As lndlcated in theltrtement of changes in Equhy'

this is stated .rto trrnrt, ;;;r;"; Ueprecratonlreiif retateA deferred lncome tax to retained eamlngs'

Revlh.Etlon surpiurei t'u'-"t!t'ttllut?bl? There wes no movement during the Year'

28

29

30

The ratained toss represents accumutated loss ln.rrred aB a rcsult of operatlng and financlat challengcs that thc

company has grappled ;il;; *t 
"1-,t " 1.orr,rv 

r.."a iutu'lence' 
. 
xot]e 4l provides detalled lnformation

cn surrlnt .fforts tow.rd, a t"rn*"'"tf of the situation and tha future outlook'

mles for the year ended 30th June 2021 which resulied in overstatcme'nt of

2.580.000316,8422,263,1582,253,1584526,3151.

of

had
62L

T'L.93at Kshs.3,sold500 sugarbags
and620?{os.involceontwicelnvoicedbeen

(349,454
I
,

349,45417,123,23
9

17,472,69
3

49,9996,140of 1696

2.
issuedsalesfor1286to sutar1231nos.lnvoice netove6tatedhedrn tnrna1--l-- .^.^.4

aL.LtJ.ZVlvon t4'xTVA atolunderchargetodueamountsales
43,8593,815,79q3,859,649

\

,,.
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Chernelll Sugor GomPanY Umlted

Annrnl Reports and Flnancial Statements

rof fll€ BtluBra
rfr tflt,

,ua a5

NOTESTO fiEfiNANCIAI.

30 PRIORYEARAOlUSllllE{T(Contlnucdl

had not recurrcd ln other Yearc'

BORROW|T{GS

Balanct rt bc$nning of thc year

g:l:nce 11 g6d of tha -vear

trss: Amounts due with one year (olnent Portlon)

Amountr duc aftcr onc yerr (non+urlcnt Portionl

External bonowtrgs during the year

Domestic bonowirrgs durlng the year

n"p"y-.nt of a<tcrnrl bonorlngs durlng thc Year

Repayments of domesdc borrowings during the year

i-Jirg" rate gdns/(loases) on revaluatlon of

bononlngr

(s

2,61'

1,019,697,219 2,641,045,556 911,696

286,85; 22,516,935.59
78,00c

(14,[18,684)

I

A prior year adi,,tmcnt of Kshs. 2,6515g2 hes been made on ratsrn€d earningp anri rire io,'f'Fia'rruE fl3ur* fcr

tndc rccetvabtes and VAT pryabte adiustcd .*rrdh;;.-;;" tti'itto the iear ended 30 Junc 2021 onlv and

2,626,916872

2,627,2A3,722

(286,8501

\626,9L6,872
lrla=sEs-3

L,o42,2!4,lss

2,586,916,872
40.00,000

I

t.

I

2,626,sL6,877 1,019,697

1,0.[2,214,155 2,626,9L6,872 1,019,597

B:!!Egld 
g:E=AI

€gs!4[r

fhe anaiyscs of borh qrternai arro ris'iii€stlc bcrrc*'!:"8s er= :s foilorrys

Ertcrnrl Borrowlngs
Dollar denomlnrted lorn

Stcrllm Pound dcnomlortcd loan

€uro dc'nomlnated loan

Donegtk Sorrowlur
i""v.lirrir"e roan f-rn commoditles Fund

;;;;;il:" ioan from s$tc sep3rtrleat '.r crop

2,586,916,872
40,000,000

\

of

204739notcAvlde deliverYdelheredsuSlrbagt
cachlchs.44m8t.202023.O7of20,.740and

(6&o)(4,889)228,000

hed hren
4.

beles

for 20O.06.2021of 031294rnd4303nos.lnvolcc

127,15512,551,5&l23,rlil0,t8
,

223,1t7

26,N1.6
9Totel

33



Lf,",,, l Srrrlf,e.l

ftttenrcttts
2f,22

honr (CB Sank

frorn Diamond Trust Bank

Annual
htFt

ild

si-!
ffi

286,850

2,627,703,722 2,6268t6,872

t2

reccived Kshs.40,0d).000 hom Sulte DePartment of cfoP DareloPment in MaY 2017 as Part of

to pay part of cane arrears then owed to farmers' fhis has been Presented as unsecured non'

.^r, - - t-a^7^d
wlltl lrv

ftom C.ommodfi Fund are securcd bY Debanture for Kshs.1,554,487,9L2 over the ComPanY land

LR. No.161vd L6L2l4 and 11840 locstd at Muhoroni Sub CountY ranklng parl Passu whh KCB

DEFERIED TA)( UABIUIY
J.-.'..t-

undcr the llablllfi mcthod using tne enarlEv E^ ro!-'

attdbutable to thc follou'in8' ltems:

2,705,490

Deferrgd tax lc calculated on all temporary differcnces

;;;t; ;;;" net deferred tax liablllw atvear end ls

AccGlerated capital allo"ances

Unruallsed exchange Sains/(losses)

Re,t aluation surPlus

Eidogical assets

fdrE cnd ol Yeer

I - . 

-- 
--- ..a rp--r:-..adl

f,uliclll 5 l Aa EmE'r I J lw'r!"'eLE'

loan

2,627,203,722 2,626,9L6,872

=a===853E== =EAG==-3!

(114,443,827)
29,368,129

YXx

xxx
rco(

I

34
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Oremelll Sugar ComPanY Umlted

Annual Reports and Flnanclal Statements

rortnc Year gngcq rullc zv13

Tax losses canled forward
Provislons for liabllities and charSes

Net dcferred tax llabllW

t{oTES TO f HE FlilAlloAt SIATEMENTS (continuedl

32 oEFERREDTAT(IIABIUTY(Countlnuedl

Ths movcment on tlc deferrcd tax eccount w's as follows:

. -- .r.^ .a*t-"?.ra i.v remrrnt lc et followt:
lllE lllvrc.llE.ir 9lr trB v!'!"i

Balance at bcglnnlnS ofthe Year

Crcdlt to rerraluatlon rusGwa

Oefened bloloSlcrl assets

Under prwision ln Prlor Yeor

lncome sutement chrrgd(credlt)

Balance at end of the Year

33 DEFERRED ITICOME

Prepald sugar sales

Prepald molasscs glles

Total

:T4 TRADEAT{DOTHEBPAYABT.ES

Trade prYaUes'cane
Trade payables' cradltors
Asucd cxPent€s' PaYroll
acqued ogenses - stlff
Other payables

(x)0()
()000

)flx
-E*-aEE==-

(x)u)

108,021817
2,917,868

492,X9L,252
-^^.aa ata
J4lJ.tJlrI r

1,215,t181,388,
s,164p37

136,089,651

a169578,{01

90,297,894
(7,928,687)

(L02r"564,483)
(114,443,827)

29,368,129

2,706,490

(1,103,933,591)

x12"511,511
2,037,801

:===E!3E===

T

)o(x

)ofi
@=#ffi

)(xx
)ou

110,939,785 124549,312
:===:==-

335,393,196
297,095,916

1,072,264,885

5,359,093
134,849,948

1,&15,9641039

vAr Pdydul€

35

1,000,46E,324 948,329,772
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Srryar ConpanY Umltedr and Flnancial Statements

the endedJune 2022

pfis pryablc

wlrr pavablc

sdr. pryablc

ld.peyrHe
Aacrucd teo{Penalties & lnterest

i

I

i

!o mr*olt srareMEilTS (conUnued)

T

r

844,663,250
L0,827,o23

474,L@,#7
L,621,322

L?L3,777,324
3S45A67,,,to

s,815p45,511
E=B#=Er====

799,207,900
10,853,325

474,1@,867
1,259,365

L,149,275,9t2
3,38:1,246,142

5,219,210,18(1

=-=tg-==3

I
t

t
T

t
T

t
T

T

T

T

T

T

I
I
T

ni:rnaptr EEilErIT oBtIGATIoN s

the comprnv o9cntt6 a defined contrlbutory scheme for all manage-ria] emRlovees engaged on 
'permanent

terms. M.n{df.l employccs engaged on..on*iO-*lr, t'" 
"nttU"A 'o 

gtt;hy payment" Unionisable

impbyeet are cr.rtittcd to ,"h-*r"ii ui,neRts uasea l"n ;;;;e' The liabilltv at the Gnd of the vear was as

follors:

?fi22
AtlstrulY 2021

Provision for the Year

Paid durlng the Ycar

At 30th June 2022

2021
At ltt lulY 2020

Provllion for the Year

Paid durlng the Year

At 30th June 2021

Lcave Pald out or utilised during

Belance at .nd of thc Yeal

14,51?.,217

22,67t,6L2
(1,663,587)

35,52L,242
s=E=AE=-=

11365,184
9,495,925

l?,?41,8921

11,91?,217

=Gg===:a3t

19L529,243
42,337,268

(23,037,505)

21o,624319
2=GZ==-a==

229,L17,145
3,756,120

141,244,0221

ffi
aE==-ta-=

206,142,480
65,008,880

(24,701,@3)

,A6AtO,247
r=====t*===

242,482,329
L2,?52,O15

(481591,914)

206,142,60

=====--=:=

The company arro contributes to tte statutory Nationar sociar security Fund.(NSSF). Thls ls a defined contribution

scheme reglstered ,na", tl-Jp.tronal Soclal s"*'itv'iililt'to-ptnyt obligation under the sdreme is limlted to

specific contributlons ruerit.iJfro, time to,i]n".;;;;;;itrv rt x,t"zoo per employee per month'

36 PROVISION FOR LEAVE PAY

Brlance at beglnnlng of the Year

AddltlonaU(Reduction of) provision at end of Year

20,729,011
14,834.518

35,563,528

=s=:===:=?a

2L,922,LOB
(1,193,098)

20J29,011
:-a=:3==EEEE

the year

36



Chemelll Sugar Company Llmited

Annual Reports and Financlal Statements
For the year ended June 30,2022

37

Provlslon for annual leave pay is based on services rendered by full-time employees up to the end of the year

DIVIDENDS PAYABTE

The balance of divldends payable relates to unclaimed dlvldends of 2OOtl2002 financlal year, payable to ordinary
shareholders. The balance as et 3Oo Junc 2021 was Kshs. 9,699,787 l2OZ0 Kshs. 9,699,7g7).

NOTES TO THE FINANCIAL STATEMENTS (Condnued)

38 NOTES TO THE STATEMEiTT OF CASH FTOWS

(r! Rccondlladon of operatlng profiV(lossl to cash generted from.(uscd lnf operatlons

Operatlng profiV(loss)

Depredatlon
Nucleus Estate cane

Falr value (galn)/loss on valuation of biological assets

(Gain)/loss on disposal of flxed asset

Grant lncome

Earned interest income
Aocrued lnterest expense
lnterest and penalties on tax and penslon arrears
Retirement beneflt exprnses
Staff leave provision
Bad and doubtful debt
Reduction ln obsolesccnce provislon
Othcr accrued expenses and provisions

Operating profit/(loss) before worklng capital changes

(lncrease)/decrease ln lnventorles
(lncrease)/decrease in trade and other rccclvables
lncrease/(decrease! ln trade and other payables

Cash generated from/(used lnl operetlonr

(b) Analysls of changes in loans

Balance at beginning of the year
Receipts durlng the year
Repayments during the year

(594894,756)
158,790,070
34,428,820

(105,870,056)

3,053,294

1182,017,9711
(360,9741

22,516,936
u4,888,956
65,008,880
15,882,311

4,137,012
(21,226,631)

0

(526,654,100)

17,L73,5651
81,786,621

s98,767,998

146,,726BSt

3,646,614,091
286,850

(551,932,1551

154,804,063

88,637,038

(38,569,783)

6,t74,775

(s18,530)
78,000,260

188,695,84s
72,252,045
(1,193,098)

21,017,688

(44,526,430)

(87,158,384)

(54,934,250)

(114,094,732)
243,150,919

(13,036,t147)

3,582,742,515
0

(14,128,684)

37
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Ctremelil ]Sugar ComPanY Umited
I

Annual ard Financial Statements

For the June 3O 2022

Repayrnents of previous yerr's accrued anterest

Forelgh excha nge (8ains)Iosses

Accrued interest

Bslance at end of thc Yerr

NOTES tg rHE rlrtANclAl STATEMEIITS (Contlnued)

NOTES TO THE STATEMENT OF CAStl rLOWS (Continued)

(c) &retytls of cash and cash equlvalents

Short term deposits
Cash at bank
Cash in hand

Ealance et end of the Year

(d) Analpis of lnterest Paid

lnterest on loans (note 14)

lnterest on bank overdraft (note 14)

Balance at beglnnlng of the Year

Balance at end of the year (note 35(b))

lnterest pald

(el AnalyCs of dlvldend Pald

Ealance at beginning of the Year
Paid during the Year
Balance at end of the year

Dividend paid

3,66,9,417,876 3,646,614,091
*=--=4

0
0

22,576,936

N,%4,227
737,il1

22,516,936
1,019,597r219

(1,042,214,155)

9,699,787

(9,699,787)

====-:g=E-

0
0

7&oqr,250

(53,634,083)

995,364

78,000,260
941.695,959

(1,019,697,219)

9,699,787

(9,699,7871

41,681,834 (52,638,719)

=t!flg-===-!

22,516,936 78.000,260

38



Chemelll Sugar Cornpany Umlted

Annual Reports and Flnanclal Statements
For the year endedJune 30,2022

i

(0 Anatyslsof3rantrecllY.d

Totel Srant lncomc during thc ycar

Paid directly to farmers

Pald dlrectly to suppllers

Grrnt rocolvrd

i) The Parcnt Mlnlstry;
ll) county @vemment of l(bumu
liu (ey mana3emcng
lv) Bord of dlrccton;

(b) Trenrecdons wlth rclil.d partlas

18\0L7,97t

,rlo nna fYl/tl
lr4rrgvrwv,

(43,117,97U

3EE*Ea.E3

I{OTES TO THE HI{ANC|AL STArEirEmi (Conteilcdl

to DEr a?Gh aacw aracta rtca roGC

(r) GorGmmGntof l(enyt

The Government of Xcnya ls the prlndpal sharcholdcr of thc Conrpany, holding 10016 of the Company's

cquity lnter€st.

Other related partles lnclude:

0

l) GrrntsftomtheGorrernmett

Grants frorn National Gorrt

Grants from Crunty Govcmment
Donatlons ln klnd

Totsl

Orectors' emolumcntc
Compcnsatlon to thc CEO

Compensatlon to key rnanagcmcnt

Total

39

8,283,495 8,130,495

L82,OL7,971

182,017871

4,723,263
3,550,232

'87,00c

1,723,263
3,320,232
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ended 2022

EEEE:=- ==:==-===

CAPITAT COMMITMENTS
- - - --J t--...Lirh ra nrarrician het hapn made in these financial statements are:

caPltal commlfmentt dr lllt yE6r - Grru

The capital commitments relate prlmarily to lmmature bearcr plont which lncludes plant cyde suSarene of 0 to 6

months.
..orEs ro rHE frNaiiciAl JIATEiviEi{TS iCo.-,tlnued!

T COilNNGENTUABITMES

The company b a defendant ln varlous lltigations and dalms whlch arose in the ordinary course of business and

whose amounts are shown below:

243,732,L78 433,207,585

ArnounB authorlsed and contracted for

Amounts authorlzed but not contrected for

l-ess AmounB indudcd in Work in progress

Le8al clalms lSalnst the Cornpany

ContinBent liability provided for in the book at 10%

19,268,610 22,252,033-

122,252,0331(19,268,610)

E==saE:=gtEE E==3==sEEE3a

!g==:=a=: =:==:=====
24,373,218 43,320,758

=ga*====--

!
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A provision of 10% (2021: 10%) of pendtng legal clalms amount has been made ln the books as the dlrectors

believe, based on tnformatiii arrrentty .uiitrbt" that the ultimate rcsolutlon of thesc legrl proceedlngs is not

likely to have !n efiect in the operations of the Company that ls materially at vadance wlth the amount'

Go]lcq)il(}trN
rtre compant's current liabillties exceeded its curreflt assets by 5,664 milllon as at 30s June 2022 (2021: Khs

5,033 mlllion[ The Company inorrred a loss of Kshs. 695 million during the year (2020: Xshs 551 mlllion) bringing

;i;;;a;,ft t"* t" r<riri,ggJ,,,rrrro^ by 3ot June 2022. The bulk of current and non<urrent liabllit'$ are

owod to Kenp Revenue Authority and cornmoditles Fund respectlvely. The company has defaulted ln-repayment

of loans andrhas not been consittent ln remlttance of taxes due to cash flow constralnts arislng from under

-o-ral0rr ^6a,i.rl^^! h.rr.r<. nf suearcane shorta{ae and fagtory inefficiency following 8 years of operation without
*rrYt t,

any maJor malntenance.

As stlted in ilote 31, previous settlement d€mands bY c.ommodities Fund has been neutralized by the government

of xenya,s iidtlstlv$ towards privatlzatlon of the company alongslde other public sugar mllls' Privatlzatlon i5

expected to result lnto tnjection of investment funds into itt" t".toty to enhance cfficlency of operations' Tttc

process involves debt rvriie offs and waiver of tax penalties and lnterest on outstandlng taxes to restructure and

make the balance Sheets attractlve to prospective irrverivfi. fte 6ovcrnrent h3S not ravaked a letter issued to

J
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K3,1q by National Treasury ln Deccmber 2015 puttlng on hold tax claims amoundng to Kshs.l.g billion until

completion of prlvatlzatlon prooess.

Meanwhlle, sugarcane development and husbandry has greatly improved following Eovernmrnt lnterventlon ln

defraving accumulated farmers arrears. As a result, cane supply to the factory has improved and the Company

annua! loss has been on a general decllne over the yearc since 2017. Consequently, even though the loss for the

year was sllghtly hlghcr then the previous year, a bettcr performance ls forecast for the following year. The

prospects have been enhanccd by the maJor factory maintenance undertaken at the end of the financial year

under review.

Above tnterventions and projened prospccts afflrm the Company's abili$ to continue ln op€rations as a going

conoern, reaiizing asseis anri tiircirargin6, iiciriiiiie; lr'r 'u"ra iioil;,al couise of lts busincsc.

NOTES TO THE FlNAilCIAt STATEMET|TS (Contlnucd)

43 TI'{ATIOAL RISI( MANA6EME'{T

The Company's activitles expose it to a variety of ffnancial risks including credit and liquidity risks and effects of

changes ln forelgn currency. The company's overall risk management proBramme focuses on unpredictability of

cnanges in the business environment and seeir iu rrrirrirliec tlie pote,-,tia! adve;;e effcct of luah ii:!r: 3n its

performance by settlng acceptable lerreh of risk. The cotnpanY does not hedge any rlsk and has in place policies

to ensure that credit is only extendcd to customers with an established gedh hlstory. The Company's financial

rlsk managcment objecttues and policio arc detalled below:

(l) Credit rlsk

The Company has exposure to credlt rlsk, whlch ls the risk that a counterparty will be unable to pay

amounts in full when due. Crcdit risk arlses from cash and cash equivalents, and deposhs wlth banks, as

well as trade and other receivables and available-for-sale ffnandal lnvestments,

Management assesj6 the credlt quality of each customer, taking lnto account its financlal potitlon, Past

experience and other factors. lndivldual rlsk llmlts are set based on lnternal or external assessment in
L- - .L - rr-^ ---- +^ --^..-.a apaaaaoa{ l- }ha a}r}e6ant af ftneariel nntlllnn

atcoludllLE wltll lilllltl tcl 9I ult ullElwrt' rrt! cilrve"!' l"s'r"r!-

are net of allowances fur doubtful recelvables, estimated by the company's management bascd on prlor

experience and thelr assessme'nt of the current economlc environment.

The cerrying amount of financlal assets rccorded ln the financial statemcnts nepresentinB the Company's

maxlmum rxposure to credlt rlsk whhout teklnt account of the value of any collateral obtalned ls made

up as follows:

At 30 lune 2022

4l

Kchs lGhs lGhs
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Rccelvables from exchange transactions
Recelvables from non+xchange transactlons
Bank babnces
Tot.l

At ltO turie 2021

Rccelvables ftom exchange transactions
Recaivablcs from non+xchange transactions
Bank balinces
Total

474,278,129
286,538,667

N,94d.,227
801,701,023

tt86,41r,187

352,761,916
(53,532,s83)

785,ilO,52O

27,644,LU
221,135,103

40,94,227
289,7234t4

39,5,82,009

291,650,518

(53,532,583)

277,6!,[,,%l

46,574,0U
65,4O3,564

0
511,97r,599

4$,574,025
65,.O3,S64

0
511,977,589

M6,729,179
61,111,399

0
5O7,840,577

44,729,t79
61,111,399

0

w7,',4t0,577

Ihc custorters under the fully performing category are paylng their debts as they contlnue trading. The credlt
rlsk assoclated wlth these recelvables ls mlnlmal and'the allowance for uncollectlblc amounB that the
oomPany has recognised ln the financlal statements is considered adeguate to cover any potentlally
irrecoverade amounts.

NOTES TO THE FINANC1AL 9TATEMEI{TS (Contlnuedl

43 FINANCTAL RtSt MANAGEMENT (Conttnued)

At 30 tune 2Gl2
Trade payables

Employees'dues
Tax Arrears
Othcr Payablcs

The Company has significant concentratlon of credlt rlsk on amounts due frorn farmerc ln reladon to amounts
advanced for cane development. Much of this has been provided for.

The board of dlrectors sets the compan/s credlt pollcles and obJcctlver and lays down parrrnetrrs wlthln
whidr thc varlous aspects of credit rlsk management are operatd.

ll) Uquldhy rlsk manegcmcnt

Ultimate resronslbillty for llquldity risk management rests with the Compan/s directors, who have built an
approprlate llquldity rlsk mana6ement framework for the manatement of the Company's short, medium and
long-term fundlng and liquidity management rcqulremcnts. The Company managc liquldlty rlsk through
continuous rmnitorlng of forecasts and actual cash flows.

The table bebrr represents cash ltows payable by the company under nonderivative llnanclal liabllities by
thelr remalnlt6 contractual maturities at the repordng date. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due whhln t2 months equal thelr carrylng balances, as the
imptct of dlscountlng ls not slgnlflcant.

30,475,148
19,022,503

(43,/166,355)

30,0qo,ooo
47.,425,443

7L,766,524
(43,465,3s5!

782,U2,426
I,148.,745133
2,240,9q),658

232,722,747

872,842,426
1,220,646,324
2,33L689,785

145,789,438

.:{
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Curent portion of borrowings
Provlsions

Defened income
Employee bcneff t obllgatlon
Total
At ilO tunc 2O2i
Trade payables

Employcas'dues
Tax Arrcars
Other Payables

Currcnt portlon of borrowlngs
Provlslons

Deferrcd income
Employee benefit obligation
Total

53,9L3,224.87 42,47,972 527,5?3,976

286,850

26,000,(p0
2,950,ooo

35,268,246

62,/100,000

23,850,000
181975,613

1,349,3{O,E53

22,539,785
2L9,650,247

5p96,741,&49

286,8s0

1,349,340,853

110.939,785

246,45O,247

5,217,985,708

623,490,112

1,077,623,978
2,2X3,970,229

!14,549,735
0

1,170,004,923

L24,549,3L2

246,Lq2,460
5.580,330,750

xro(

xxx

xxr(

xrq
xn

,oo(

no(
po(

,ofi
xxx

m(
n(x
I,Q(

I)0(

ffi

45,443,97r. 16,985,559 2,L7\54p.599

NOIES TO THE Flt{At{OAt STATEMENTS (Continuedl

43 FlilAItlCUtL RISK MAII|AGEMEI{T (Conunued)

(llD Markct rlsk

The boerd has put ln place an lntcrnal audit functlon to asslst lt ln assr$lnt the rlsk faced by the Gntlty on an
ongolng basis, evaluate and test the desl8n and effectiveness of lts lnternal acountlng and operational
controls.

Market rlsk is thc rlsk arising from drangcs ln markct prlcct, sudr as lnterest rate, cqulty prices and forelgn
exchange rates which wlll affect the entity's income or the value of lts holding of financial instruments. The
objcctlve o,f market rlsk managcmcnt ls to manrSe rnd control market rlsk cxposures within acceptable
paramctert whlle optlmlsing the return. Overall responsiblllty for managlng market rlsk resB wlth the Audit
and Rbk Managemcnt Commlttce.

The company's Finance Oepartment is responslble for the det/elopment of detalled rlsk management policies
(subiea to review and approval by Audit and Risk Manatement Commlttee) and for the day-today
implementatlon of those polldes.

Therc hrs becn no changc to thc en0vs c,posurc to market rlsla or thc menner ln whlch lt manages and
measures the risk.

rl Forcl3n currcncy risk

The Company has transactional currency exposures. Such exposure arises through purchases of goods

and senrlces that are done ln currendes othcr then the local curency. lnvoices denominated in foreign
currenclcs are paid after 30 days from the date of the lnvoice and converslon at the time of payment is

done using the prwalllng exchange rate.

Ihe carrying amount of the Company's forelgn currcncy dcnomlnated monetary assets and mon€tary
liabilities at the end of the reportlng perlod are as follows:

:ri

[,.'t

I
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At 30 2022

Financial assets

lnvestments

Cash

Debtort

Financirl Liabilitles

Trade and other PaYables

Borrowlngs

Net forcign currency asseV(liabitiU)

The Company manages forelgn exchange risk formtrture commerdal

- L.. --^r^*t-d far avnected sales proceeds and matching
and llaDlttlcl uy Prv1se\r"b rY! -"r-

transactlons and recognlsed assets

the same wlth exPected Payments'

|OTES TO THE FINANOAL STATEMENTS (Continued)

4iI FINANCIAT RISK MANAGEMENT (CONIINUCd}

Lr r-5^.ad..+a tl(kU, trrlL' e'

lnterestraterlsklstherlskthattheCompany'sflnandalcondldonmaybeadverselyaffectedasaresult
of changcs ln lnterEt rate levels' ;" .o,npan/s lnterest rate-rtsk arises from bank deposlts. Thls QQoses

the company to cash flow lnteresi'laie irrr,. itt" lnterest ;;k &"sure arlses malnly ftom lnterest

"t" 'oi"tlnts 
on the company's deposlts'

Monogcroent of tnterest mte risk

TomanagethelnterestraterlslqmanaSementhasendeavouredtobankwlthlnstltutionsthatofrer
favourable lnterest rates'

F) GPlul Rlsk Maoagement

The objective Pf the ComPany's capltal rlsk- management ls to safeguard

concern. The Company capltal structure comprlses of the bllowlng funds:

Rer.,aluatlon neserye

Rctalned earnlngs

Capltal reserve

Total funds

'Total borrowings

Lass: cash and bank balances

Net debt/(excess cash and cash equivalents)

r- ---ll-ir6 ar a gnine
ft5 aOllltY Ll.r wrrll'ev

4,6L4,54,a6
(8,298,606,998)

21L591,520

lrAT?i7t,lszl

3,646,614091

52,638;7t9
e 60q rs2310et--- r-- .

r^ ar rar ?Erll
[61J:s1uv5ra'1

211,591,620

{4167.365,9081

3,669,417,876

(41,681,834)

1162rrrtott}tA
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Gearlng
stz%

M INCOPORAIIO]I

The entity ls lncorporated ln Kenya under the Kenyan companies Ad anci is domlciied in Kei'iya'

45 N'ENTS AFIER THE REPORTIT{G PERIOD

Therc were no material adjusdng and non- adjusting armts after the reporting period'

1631'6

/t6 CURRENCY

The flnandal statements are presented ln xenya shllllngF (Kshs).

APPENDTX 1: PROGRESS ON FOLLOW UP OF AUIXTTORS RE@MMENDATIOilS

The foltowlng ls the summary of issues mlsed by the extemal audltor, and manageme-nt cornments that were provlded to

the audltor. we have nomlnated focal persons to resolve the varlous lssues as shown below with $e assodated tlme

frame wlthln which we agect the issues to be resolved'

REPORT ON THE FINANSAT ENTS

tf
{

rt
ill
,1

,:

RcrolvtdGrHd
l\.t.llEicw,
Menrjlrg Dttctor
(A3l

tus bcrn lnduded tn thc

7l}Zt.fllfln FlnuEiei RePort

acknowhdglng the cun€nt flnendrl

rt'u! lnd futurc outtook of thc

Gompany and oudlnlng thc meaerrcr

out ln pl.ce to e$ure condnultY ar a

golng concern lnb the forereeable

fuarre.

Notc No' '01

CCXTCC|n:

Manatement has not dlscbsed lo

the financlal ttatements the

msterlal unc€rt lnty ln relstion to

tolng concem and mltlgatirg
'measures to teyers€ the

undeslnbh Precarlou3 flnancial

tolnaMat tLl Unccrtrlnry on

BerolvedEmmanuel Ngalr,

Hcrd of Flnancc
These rcsuhcd from rechsslftcadonr

made as the CompanY ldoPted the

format recommendcd bv Nattonal
.r.-L .L- l----

I r€asury ln wltrur urE

stetrmant pr€tents costs 'bY €xpense

type' as opPosed to 'bY funcUon''

othcrs snosc from prlor yetr

rguttem€oB explalncd under n&
30. The dctallcd orPlanadom warc

Unracondlsd vadanccr
tlra flnandal ttstGmont! rod the

hdgcn
Some comParatlvc balances

dlffercd wlth the audhed flnanclal

statemenB for 2019/2020 FY

between

ResohedEmmanurl Ngala.

6
^ift r*ma6l.gsrs-r..re..-tne rEuBEr r

doftaudit
Ttrc balances of various account

items i

1

2
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4

wrul

'ubmltcd.
wtrestatrmentsfrnen€lal

agncdstatlm€ntsflnanclalflnalThefor audltledger balances
rt tements whh the

ResohrcdEmmanuel Ntalr,

Hcad of FhancrThe total depreclatlon for tha year

,.t xtttt.rSl,Aoa.06g' The Por{on

r,,AU*.d to admlnlstratt'on Kshs'

38,308,693 was included lmon8

,Ohrnlttt w. e'tpenses' The
.., . -... r^? 2?n rclatas tO
iSil5.gsr-zrrl

.iirtt.irrr"g, agrlcuthrre and

markatlng and dlsslbution'
Kshs.l16,495,370

ResolvedEmmtnuel Ngah,

Herdof FlmneThc schedules have been avalleddcbts:
uanaeme.t did ^"! PT"t*
agelng analysls of showmg oetarrs

oi tti tong outstandlng debtor

ind hdtcetlns coiresPondlng bad

and dotrbtful debt Provislons

totallllt Kshs-21.017,688 lnduded

and Doubtful

nesoivedGrollne Ondltl,

Flnrndal
Accountant

The iournal vouchers have been

avalled.

rGVGlluc:

Ttrc sdtrdute suPPordng ravenues

fJuded an adlustment of

Kshr.19918.870 whldr have not'

b"an tupportad whh apProved

of
UnsupPortad rdlustments5

l1e!i(,lvcuStcphln Aluoch,

M.natemsrlt
Accquntant

at

tielnlndudedwerc laterassetsThe
forcxcePtschedulesPPEflnal

rch3.ofVAT pordonclalmable
rarlsedThenot cipltallted.932,761

the assetslncludlngscheduhPPE

omlslm of Propcrty,

Equipmcnu
REvlgYrr of documants relatlng to

essetr acgulrad d.rrlng thc Year

revcaled that assets worth

xshl.O31Q429 welc omltted ftom

the PPE schedule thcrcbY

Plent snd
6

uulYcuEmmanucl Ngaia,

Hced of Flnencl

Houarcr,

38 rcqulr!tof rAs118ParagraPh torlnformadonof spectfieddlsclosun
e3stttof lntanglbleclaseach

the entlty.bVrecognlzcd
thehad erperuedths @mPanY

Sun Syscmtheofcostacqulsltion
andln 1!,99was lnstalledk*firn

38lAsof767t andParatraPh
of prevbutlyrecognltlonprohlbtts

ofcottof thea3co6t3 partexpensed
Accordlngly,assct.an intandble

ItconslderedManagement
upgradet0 capttatlzelnapproprlate
alreadYwatthattemofcost an

a$rB:
It was notcd that $e ComPanY

contracttd a local comPanY fror

uorode of the ERP system at a

,ot"f cost of Xshs'4439,608'

io*,r"t, the sotware uPgrade
- r ---r-.-J --A4b.tl6ngXDeiltEll ullu I EloLBu crrrv' vlei'Yr I

.ort, *"ra not raported in the

ffnaocinl gtatcments as requlred

under ParagraPh 118 of lAS 38

of7

1
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isaac Chepsiror,
Atrknltrrr
Scrvles
lcountent(ltl

Rsolved

Un$Dport d 8.lanc.r
8.1 Cane Devolopmcnt Loans:

iioie 25(d) refiecB a baiance of
fshs.429,249,319 ht the
eJppordn8 scheduler rhowed r
balance of Xrh5.433,330,703

resuldng ln unexplalned vadanc€
of 1chs.4.273.799,

Reviscd scheduh agreed with financial

staternents vras prwld ed

Stevrn Aluodr,
Menegcmcnt
Atrorrntant

Rcmhred

8

&2 Til Recovcrabl.
fup,por'iirg, &ruurlrcnis ol rnaiysi:
of Kshs.15,18!t,641 rccoverablc tax
under not! 24 war not prwlded
fur audlt rwhw.

Thc rnatysls wes prtparcd rnd
prwided

ll|utuilur,l lrldld,
Hcadof Fkrencc

Be*rlYedThls rietrff did itot ao:ioutrt tI
ofrrcttht of ln .3set ttahn . lleblllty.
The ncsBdva cash book brlancc wrr
not rn ovcrdraft bccawc $a
concrpondlng b.nk $rtcmont was
po3ltlvc !t ttthat dete.

Thc bonk rconcilladon ctatcmcnt3 a3

rt 3O June 2021 shou that tha cr$
book htd recorded chcqucs for
fanners tnd transpofttt thrt mre yrt
b b€ rulorlcd pendlfi rcc.lgt of
fu rther ojstotrrcr depostts.

Thk tr.rtm.nt th?retrp Ptrram.il
the nrbconca nthcr thrn thc mcn
form of ttc FansacUons/beh nces.

9 lrrc3uler Ofrretdng of Eank
BCenca:
The 

'-latsiitent 
sf flnan';lal positlon

reflectr a negttlrre carh rnd bank
balancc of 8hs.52,6:r8,71!l whlctt,
as dl3closcd ln Notc 26 lndrde! !
na8ltt G brnk balance of
1Gb.53,532,58:1. Tbc a$rqBtcd
nepttrlc balancc vras as r rcsult of
gn oyedrcft sf f€h.95,151657 ln

XCB Kbumu Prorect 2 looou.rt t3
rcfl€ctld tn Nott 26(a) b the
financlrl statements. Thls

tr€ltmaflt lt colrtJsty to Parafaph
32 of IFRS I whkh strt$ th.t an

cntty rhall not oftet a$etr end
llabillth* or IttCOmQ m<l ;xpense.r,
unlegs requlned or permfttad by an

IFRS.

Resoh,ed

Unrrrolved :!0 Jun

2023

Emmarlucl Ngala,
HcrdofHnancc

Prullne Akello
t4.l Servlcrl
Mmapr(Agt 

*

Lorg Outrtendlrg Borrowlngr:
Th€ lorns adraned by
Com.nodltbs fund and statt
dcpartment of crop d*clopmem
totrllng outrtendlng at kshs.

2,o:6,916872 ln prlndpal amount
rnd K!hs.1,01!r,692219 ln
accumulated lntercst was long
orerdue wtth no rcpayment3
durlrE the ylar urder revlew.

Furthcr. Mana8emcnt dld not
prodde Ngreement! tor
orrtsbndlng loanr toEnng
rchs.,+25,476,000 dlsburscd
bctrrccn Junc rnd Norcmbcr
2m6.

to.n lcrvklru was rffcctcd by thc
cpmparvr cash flow constrclils
wtrlch wa3 cxphlned both throush
mcctlngr end ln wrmng to fE
crcdtor. A ]tpaltncnt rchcdulc wt
bc rrrrqd upon rttumptbo of mllllrg
after factory matntGnanc! planned for
,une 2022

Gtven the aga of thc loas, efbrtr to
rctrlcrn the doannrcntg havs not bcen

;uccessful. Wc wll lcst 0tc
assktancc of tha courtarPrty.

10

Resotr€dEmmanuel N:ala,Eelm a commerclal entlty, tht

Budgctary Control and
Performence:
The statement of comparatfue
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llead of FlnanceCompany's revenue and exPenditurc

levels are determlned by operatlonal

and buslness clrcumstances'

Although the ComPanY dld not

achleve lts Productlon and sahs

targets, lt produced and sold tts S-year

highest volumes and rePorted tB 5

year lowest loss.

budget and actual amounts

reflects final recelpts budget and

actual on a comParable basis of
Kshs.3,38002f'30 and

Khs.2,259,89Q281 resPectivelY

resulting to aa under'fundlng of
Kshs.L126,131r019 or 33% of the

budget. SlmllrlY, the ComPanY

expended Kshs.2,809,170,856

against an aPProved budget of
Kshs,3,359,488n831 resultlng to an

under+xpenditure of
Kshs550,317,475 or 16% of the
budget. The underfundlng and

underperformance affected the
planned activitbs and maY have

lmpacted negatlvely on servlce

deliv6ry to the H,rbllc.

;(-
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REPORT ON ITIE AND EFFECTIVENESS IN USE OF PUBLTC RESOURCES

ResolvedEmmanuel Ngala,

Head of Flnance
This was caused bY a delay ln

completlon of a major upgrade

exerclse of the ComPany's flnanclal

system software, the Sun SYstem,

undertaken during the flnanclal year

}O}O|2OZL. The uPgrade was

completed and slgned off on 21st

August 2021. The exercise took longer

than earller antlclpated because the

Company's verslon 4.25 of Sun System

was a much lower version below the

latest 5.4 as Sun Systems had

undergone several upgrades slnce the

Company imPlemented lt.

Consequently, the exerclse hrmed out

to be a major process computerlzatlon

exerclse.

late submlsslon of Financlal

Statements:
Ourlng the year under revlew, the
Management of Chemelll Sugar

Company submlted the financial

statements to ths Audltor€eneral
on 29 October 2021, one (1)

month after the statutory deadline

of 30 Septembcr 2021 contrarY to
section 47(1) of the Publlc Audit
Act, 2015 which requlres that
financlal statemots should be

submltted to the Audltor{eneral
wlthln three months after the end

of dle ffscal yeal to whlch the

accounts relate.

1

ResolvedEmmanuel Ngala,

Head of Finance
The statement of changes in equltY

was lncluded on page 3 of the financlal

statements. However, the title

'statement of Changes ln Equlf was
the flnal

Norlcomptlance to the Prescribed
format:
The financial statements
presented did not omply with the
format prescrlbcd bY the
lntemational Financlal Reporting

. Framework as they did not lnclude

2

48



, 1r )

Chemelil Sugar Cornpany Limited

Annual Reports and Financial Statements
For the year ended June 30, 2022

print. Thls has been corrected.

The report on follow up of auditor
recommendations has been lncluded

the statement of changes ln equlty
as well as the statement on follow
up of auditor recommendations.

Japheth Ojwangl,
Supply Chaln
ManaSer

ResolvedUnder sectlon 103 of PPADA 2015,

Single sourclng ls Justlfied under
clrcumstances where the ltem is

urgent or there ls a catastrophe or
natural dlsaster and the purchase

must be hastened to avold or reduce
possible losses. The supplier must be
prequalifled and the prices are wlthln
the market rate.

The items in guestlon were urgently
requlred to fix sudden factory
breakdowns but were out of stock and

were not available ln the shops of all
other prequalified suppllers because

of import restrlctions lmposed during
the Covld 19 pandemlc. General Auto
Hardware Ltd, based ln Klsumu, was

identlfled as the nearest supplier wlth
the items ln stock. Thls was dully
reported to the authorlty ln the
prescrlbed format wlthin the required
timeline.

3 Non-compllance wlth Publlc
Proqrement and Assets Dlsposal
Ast, 2015 and Regu latlons,2020:
It was noted that Kshs.2,094,180
pald to M/s General ' Auto
Hardware for the supply of varlous
Items were lncurred through dlrect
procurement contrary to
Regulatlon 90 (1) (a) and (b) ofthe
Publlc' Procurement and Asset
Disposal Regulatlons, 2020 which
requires the procuring entity to
record the reasons upon which it
makes a determlnation that the
relevant condition set out ln
sectlon 103 of the Act has been

satlsfled and that the accountlng
offlcer shall, within fourteen days

after the notiflcation of the award
of the contract, report any direct
procurement of a value exceeding
five hundred thousand shilllngs to
the Authorlty ln a format provlded

by the Authority.

ResolvedJapheth Ojwang',
Supply Chaln
Manater

4 lrregular Management of Supply
Contract:
Durlng the year under review,
Management engaged a supplier
for the supply and delivery of
50kgs sugar bags and sewing
thread at Kshs,tl4.51 per plece

whlch was based on a contract
signed between the supplier and

the Company on 28 February
2019. The supplier had been

issued with a notification of award
28 February 2020 belng renewal of
the existing contract for a period

of one (1) year under the same

terms of engagement.
However, revlew of payment
records revealed that the firm was
pald an amount of
Kshs,18,311,228 before making

deliveries contrary to the terms of
the contract Clause 3.1 which
stated that Davments shall be

oue to lntermittent stoppages of
milling operations, the Company has

had problems with lts successive
packaging materlals suppliers. The

suppliers decllned to supply the
Company's orders and resorted to
court to recover thelr dues, Glven that
this ls a cdtlcal item for the productlon
process, Management had to
approach the suppliers for out of court
settlement and plead for contlnued
supply.

When the Company put up a tender
afterwards, they dld not partlclPate. ln
another subsequent tender, only one
responded and was awarded.

Unfortunately, just after placing an

order in February 2019, milling
operations stopped due to lack of raw

materials. The supplier manufactured
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ls

The tender documenB suPPorung the

prlce of Kshs. 46'20 have been

prwlded to the audttors'

lnonths

orderssubsequeot
beglntheypald for before

---..t^*rdnaaiEr.sruLte..,'D'

accept nceofthlgoods.

Fufther, lt was noted that the flrrn

adlusted the Pdce uPwards Per

plece to Kshs.rl5.2O effectlve 1

iaarcn 2021. Ahhough

Management exPlalned that the

orice Lf Ksht. 46.20 was effected

after tenderlng for the Packaglng

materlats, no documentary

evldenct was Provlded to support

made after and

the

Constance
Webale,
Head ol Human

Resourcer (Ag)

The goard of Dlrect-ors had

commenced a recrultment Process b
ii.p"titrr"rv flll the Poshlon - 

of

Managlng Dlrector wtth an advert that

,oo"*J ln the KenYan daltY

newspapers from 27th MaY 2020'

eppfilnts were shortllsted for

tntlrvtew but a circuiar ref:

MoAtf&C/cs/ADM/30 dated 7th .,uly'

2020 from the Cablnet S€cretary

aarlculture, tivestoclq Flsherles and

doperatlves (copy avalled) lmposed

an embargo/restrlctlon on

recr,.lltrrnent and promotlons. The

Board was later dlsbanded through a

gazette notlce dated 3rd August, 2020

before comPletlng the Procesr

The company sought permlsslon from

the Mlnlstry of Agrlculturg Livestock'

Flsheries ano co-operatlves to recruil

ioi as postttons through letter dated

26th June 20L7, 22ad Norembcr 2017

and 19th December 2017 but onlY

nlne (9) crltlcal vacant posttlons were

;rarrt;i as per thelr letter of aPPmval

irt"a Znd March 2o18 (cow avalled)'

advertlsetowent aheadThe nycompa
posltlonsnlne approvedabove

NewspaPerStandardlocalthethrough
(copy20t7November21stdated

short,stedthercafterandavalted)
uutfor

Resource Pollcle*
Heview of the ur'garriaatisfi

strusture of the ComPanY revealed

that keY managEment Poshlons

lncludlng the Mlnaglng Dlrector

were on an actlng capacity slnce

May 2017.

Further, thlrtY-three (33) staff

members had been aPPolnted ln

an actlng caPaclty to varlous

posltlon3 wtthln the ComPanY for a

perlod of more than slx (5)

months. Thls ls contrary to the

Hui-ran ReSoutca Pollcles anC

Procedures Manual sectlon C

(1aX1) whlch states that actlng

allowane wlll not be PaYable to

an offlcer for more than slx (51

months.

Non-comPllance wlth the Human
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Chemelil Sugar ComPanY Umlted

Annual RePorts and

For the

ON EFTECNVENESS OF INTERNAL CONTROIS, RISK MANAGEMENT AND GOVERNANCE

after mllllng oPeratlonr wer€

suspended. Nthough mllltng har Cncc

resumed, the level of operadon was

stlll below 4O3 oPacfi due to fustory

"iriJ"n.v 
levels and the Company only

,n"n"gej to PaY 5ot5 of salarlcl due'

Meanwhile, these ltcant Posttlons

ioi to be mained Ptwskally h1

emPtoYees to Gnsurc smooth

ip"t"t-tont hence thc ectlng

wlthcould ttot procecd lntctvlews

REPOffi

Gabdel
l.lyantweso,
Ag. Managlrg
Dlredor

1

Revlew of the Sovernance

structure reveated dpt the

ComPanY operated wlthout e

Board of Dlrectors slnce the term

of the Prevlous Board ended on i5
Juty 2020. ln the drcumstances'

td C.omPanY was unable to

consutute Board sub commtttees

suctr as Audh Comrntttee, HR and

Flnance Commlttee and Strategy

--r ?^rlraurl f^mmlttee tO
dllu lge.t,"r.'

orovlde overslght to Management

""tt 
tU.t ln llne wtth good

corporate governance Practlces'

Bo.rdFuncdonal[a* of e

Dlrcctor': The ComPany's Board s'a! fully

consdtutcd wlth all lts commlttees

unul the date that the Dlrectont'

sppolntment was ramked bV tte

cattnet s€cetary for Atrkulture'

Uvestock and CooPerathes vlde the

Kenya Garctte no0ca dated 3rd

August 2O2O to tat! efrect from 16th

futry ZOZO. Ihe understandlng ls that

Dlrectors remaln actountable for thc

affaln of tm uomPany durtng the

perlod of the financlal when they

served ln the Eoard uP to the date of

revocatlon of thelr appolntments'

5l
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I

basls of verlflable events and

transastlons recorded ln the b6oks of

the Comparry. Normally, the same are

prercnted to the Board for dlscusslon
r -.^---...l u^..,arar +he R.rtrd

dllu oPPlvvcl. r rvrrb'r',

was dlssotved durlng the flnanclal and

was not avallable m aPProve thc

financlal statements and reporB for

the year ended 30th June 2021' The

statements have therefore been

^r---r L.. $ha A?tlhr lfrrnttlntlltllEu ut "-e'!C
Dlrector on thelr behalf'

rha flaanelal

reporB on th€
Pr€Pcr selvlallaBclllElll

annualandstatements

the Chalrman. ln additlon, the

Staternent of Dlrectord

Responslbllhles Lrdlcates that the

flnanclrl staEments were

approved on 21 SePtember 2OZ1,,

Jun30
2023

UnresolvedJacquellne
KotonYa,

lntemal &rdlt
Manager (Agf

The Annual Audlt plan 2020/2021 was

:nnr.-.prt hr-, the Ag. ManaglngqPPrv.rv -a

Dlrector after the Board was dlssolved

effectlve 16th July 2020. Befora then,

the Board Audlt Commtttee was ln

place.

lndeed, the lntemal audit sectlon

al:nnar{ lar 24 audtts durinC the

financlal Veat 202012021. Alongslde

thls was a plan to recrult addltlonal

staff to strengthen the lntemal audtt

team that .was to lmPlement lt'
However, recruitment of addttlonal

staff was not posslble after the clrcular

reft MOALF&C/CS/ADM/30 on

frcezlng of emPloYment ftom the

Mlnlstry of AgrlculUre, Uvestocb

Flsherles and Cooperatlves dated 7th

July 2O2O. Thls affected the

lmplementatlon of the Audit program

for the year. The audlt of costs for

contracted staff was duly completed

and submltted for lmplementatlon'

The sectlon also carrled out three

lnvestlgatlve audlts durlng the year'

Management ls Pursulng aPProval

from the Mlnlstry to address

ln the

Functlon and Audt commlttee:
Revlew of the 2020/2021 work
-l-- rarralar{ tha? the lntprnal
Pre...r.b.Ls

Audlt dld not have an approved

work plan.

Further, the tnternal Audlt had

targeted to audit twenty'four (24)

audit areas but covered onlY staff

costs for contritcted empioyees. it
is nof clear whether a draft rePort

of 246 September 202O PrePared
by the department was Presented
to Management for
lmplementatlon of lts

recommendatlons. Further, the

appolntment of all Audit

Commtttce Members laPsed on

22d July 2020 and hence the

Company oPerated wlthout an

Audlt Commtttee durlng the Year

under revlew contrary to sectlon B

of Mwongozo (bcie of Governance

for State CorPoratlons Guldellnes'

Sectlon D 11 states that an

organlzaffon must establtsh an

Audlt Commtttee ln addltlon to a

'maxlmum of three other

commlttees,

tadr of Effectlva lnternal Addlt

RcsolvedEmmanuel Ngala,

Head ol Flnance
The ComPany's sales are hrgelY made

cash basls wlth the onlY excePtlonon
saies

Debt Management:
The trade and other recelvables

balance in note 23(b) include trade

rccelvablet of

?
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and Flnance Company whhh ls a state
corporatloh, The old tradc debtor3
are hlstorkal bahnces whkh arose

more than 5 years back when the
@qrpany had credlt sale

arrangements. Provlslons have been
made ln the books for these amounts.

Management has slnce developed a

robust Crecjit Managennnt poiicy

document to gulde on engagement
wlth customers, monttorlng and
collectlon of debts as well as

prwlslonlng and wrlte off doubful
and bad debts. Thls wlll be put lnto
full use upon aporoval by the Board of
DlrectoB.

1Ghs.57,151,868 out 'of whkh
recelvables amountlnB to
Kshs,47,455,411 (or 8396! were

more than 120 days old whlch

casts doubt on the effuctfuenes of
the debt management of the
Company.

Ag. Managlng Dlrecor\

Date. ?,s lps/?r,g

L P4onn^^&
t\-"a;;;"" oiu. i'rJ\

Date..g:g/g.S.la"tg

eG*r*t

t'
I
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