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REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2016

PRINCIPAL ACTIVITY

GROUP FINANCIAL RESULTS

Profit before taxation
Taxation credit

Profit for the year transferred to retained earnings

AUDITORS

By Order of the Board

CU\ 

Nairobi

S t )q15q,'zorc

The Directors present their report together with the audited financial statements of The
Cement Company Limited ("the company") and its subsidiary (together, "the Group")
2016 which show their state of affairs.

THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

African Portland
the year ended 30 June

The principal activity of the parent company is the manufacture and sale of cement.

The principal activity of the company's wholly owned subsidiary, East African Portland
the sale of cement purchased from the parent company.

Uganda Limited, is

2016
sh'000

3,734,752
4 t I,003

4,t45,755

DIVIDENDS

The directors do not recommend the payment of a dividend in respect of the current year

DIRECTORS

l5: KShs nil)

The present directors are shown on page l. The following changes have taken place since I uly 2015

Mr. Simon Peter Ole Nkeri was appointed to the Board of Directors on 5 August 2016 and
retired from the Board of Directors on the same date.

Kephar L. Tande

The Auditor General is responsible for the statutory audit of the Company's books of in accordance
with Section 35 of the Public Audit Act,20l5. Section 23(l) of the Act empowers the
appoint other auditors to carry out the audit on his behalf.

Accordingly, Deloitte & Touche were appointed to carry out the audit for the year ended 30 J

the Auditor General.

General to

2016 and report to

J



THE EAST AFRICAN PORTLAND CEMENT COMPANY

STATEMENT OF DIRECTORS' RESPONSIBILITTES

The Kenyan Companies Act requires the Directors to prepare the consolidated and financial statements("financial statements") for each financial year which give a true and fair view of the of affairs of the Groupand ofthe company as at the end of the financial year and of their operating results that year. It also requires theDirectors to ensure that the company and its subsidiary keep proper accounting which disclose withreasonable accuracy at any time their financial position. They are also responsible for the assets of theGroup.

The Directors are responsible for the preparation of financial statements that give a and fair view of thecompany and its subsidiary in accordance with International Financial Reporting and the requirements ofthe Kenyan Companies Act, and for such internal controls as Directors determine are to enable thepreparation of financial statements that are free from material misstatement, whether to fraud or error

The Directors accept responsibility for the annual financial statements, which have prepared using appropriateaccounting policies supported by reasonable and prudent judgments and estimates, in with InternationalFinancial Reporting Standards and in the manner required by the Kenyan Companies The Directors are of theopinion that the financial statements give a true and fair view of the state of the affairs of the Group and ofthe company and of their operating results. The Directors further accept responsibility
accounting records which may be relied upon in the preparation of financial statements,
of intemal financial control.

Disclosures regarding going concern are provided in note 2 to these financial statements.
come to the attention of the Directors to

the maintenance of
well as adequate systems

No other matters have
not remain going concemfor at least the next 12 months from the

indicate that the company and its subsidiarv
date of this statement.

Director

3l oct d\{ ,o,u
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REPUBLIC OF KENYA

Telephone : +2 5 4-20-3 423 30
Fax: +254-20-3 I 1482
Elmail : oag@oagkenya.go.ke
Website: www.kenao.go.ke

Company's statements of profit and loss and other compre
consolidated and Company's statements of changes in equity and
Company's statements of cash flows for the year then ended, a
significant accounting policies and other explanatory information have
my behalf by Deloitte and Touche, auditors appointed under Section
Audit Act, 2015 and in accordance with the provisions of Article 229
of Kenya and Section 35 of Public Audit Act, 2015. The auditors ha
me the results of their audit and on the basis of their report, I am
information and explanations which, to the best of my knowledge
necessary for the purpose of the audit were obtained.

Management's Responsibility for the Financia! Statements

Management is responsible for the preparation and fair presentation

audit and report in accordance with the provisions of Section 48 of the P
2015 and submit the report in compliance with Article 229 (7) of the
Kenya. The audit was conducted in accordance with lnternational

OFFICE OF THE AUDITOR-GE RAL

REPORT OF THE AUDITOR.GENERAL ON EAST AFRICAN
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2016

CEMENT

REPORT ON THE FINANCIAL STATEMENTS

The accompanying financial statements of East African Portland t Company
Limited set out on pages 7 to 66, which comprise the consolid and Company's
statements of financial position as at 30 June 2016, and the nsolidated and

P.O. Box 30084-00100
NAIROBI

sive income,
nsolidated and
a summary of

been audited on
of the Public

the Constitution
duly reported to

that all the
nd belief, were

these financial

statements to
e Public Audit

and that the
whether the

statements in accordance with lnternational Financial Reporting Sta s and for
such internal control as management determines is necessary to enable he preparation

fraud or error.of the statement that are free from material misstatement, whether due

The management is also responsible for the submission of the fina
the Auditor-General in accordance with the provisions of Section 47 of
Act, 2015

Auditor-General's Responsi bility

My responsibility is to express an opinion on these financial based on the
blic Audit Act,
onstitution of

dards on
Auditing. Those standards require compliance with ethical requireme
audit be planned and performed to obtain reasonable assurance abo
statements are from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected d nd on the
auditor's judgement, including the assessment of the risks of material ent of
the financial statements, whether due to fraud or error. ln maki those risk
assessments the auditor considers internal control relevant to the e ration
Report of the Auditor-General on East A,frican Portland Cement Company

Ptomoling Accountabilitlt in the Public Sector

year
S

30 June 2016

D

D



and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the management, as well as evaluating the overall presentation of
the financial statements.

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

Opinion

ln my opinion, the financial statements present fairly, in all material respects the
financial position of the East African Portland Cement Company Limited as at 30 June
2016, and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Financial Reporting Standards and comply with
Companies Act, 2015 of the Laws of Kenya.

Emphasis of Matter

I draw attention to note 2 to the financial statements, which indicates that the Group
incurred a loss from operations of Kshs.1,584,571,000 during the year ended 30 June
2016 (2015 - Kshs.577,579,000) and, as of that date, the Group's current liabilities
exceeded its current assets by Kshs.2 ,847 ,272,000 (2015 - Kshs.608,035,000). These
conditions, along with other matters as set forth in note 2, indicate the existence of a
material uncertainty which may cast significant doubt about the Group's ability to
continue as a going concern. My opinion is not qualified in respect of this matter.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, I report based on our audit, that:

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

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

(iii) The Company's statement of financial position and statement profit or loss and
other comprehensive income are in agreement with the books of account.

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

Nairobi

08 November 2016

Report of the Auditor-General on East Africon Portland Cement Company Limited.for the year ended 30 June 20 I 6
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

CONSOLIDATED AND COMPANY STATEMENTS OF PROFIT OR
COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2OI

GROUP
Note 2016

KShs'000

8,871,456
(7,283,e48)

1,587,508

78,768

(297,734)
( I,937,3 l0)
( 1,0 I 5,803)

( r,584,57 t )

4,357

3,734,752

4 t 1,003

2015
KShs'000

8,417,621
(6,s91,1ls)

r,826,506

208,7s1

(453,733)
(1,81r,90r)

(347,202)

(s77,579)

4,069

7 ,342,07 |

( 185,001)

REVENUE
COST OF SALES

GROSS PROFIT

Other operating income

EXPENSES

Selling and distribution
Administration and establ ishment
Other operating expenses

1,666,276 2,035,257

5

6

7

8

9
l0

(3,250,847) (2,612,836) (3,

LOSS FROM OPERATIONS

INTEREST INCOME

FINANCE COSTS

EXCHANGE (LOSSyGATN ON
FOREIGN CURRENCY LOAN

GAIN ON LAND COMPULSOzuLY
ACQUIRED BY THE GOVERNMENT
FOR THE STANDARD GAUGE
RAILWAY PROJECT

FAIR VALUE GAIN ON
INVESTMENT PROPERTY

PROFIT BEFORE
TAXATION

TAXATION CREDIT(CHARGE) l6(a)

ll

l2 (618,125) (369,327) (6

l4 (305,706) 174,834 (3

836,962

2t 6,238,797 7,273,113

l3

4,145,755 7,157,070 4,184,

7

PROFIT FOR THE YEAR 7,287,453

AND OTHER

COMPANY
20t6 2015
'000 KShs'000

,259, t08)
8,308,s92

(6,460,440)

,563,794

78,768

1,848,152

255,309

562 2,103,461

(r, 736)
(420,288)

(1,794,787)
(339,918)

88,03 I ) (2,554,993)

(l (4s1,s32)

3,7514,208

8,125) (369,327)

706) 174,834

836,962

797 7,273,n3

3,' 705 7,467,801

( 180,348)4ll

t



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

CONSOLIDATED AND COMPANY STATEMENTS OF PROFIT OR
COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JLTNE 2OI

Note
GROUP

2016 2015
KShs'000 KShs'000

PROFIT FOR THE YEAR 4,145,755 7,157,070

OTHER COMPREHENSIVE INCOME

Items thol moy be reclassiJied
subsequently to prolit or loss:

Exchange differences on translation
of foreign operation (8,s88) t 5,348

TOTAL OTHER COMPREHENSIVE
INCOME (8,588) r5,348

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR 4,t37,167 7,172,418 4,

EARNINGS PER SHARE
- Basic and diluted (KShs) t7 46.06 79.52

8

l

AND OTHER
(Continued)

COMPANY
2016 2015

KShs'000

184,708 7,287,453

84,708 7,287,453

46.50 80.97



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

CONSOLIDATED AND COMPANY STATEMENTS OF FINANC
AS AT 30 JUNE 2016

GROUP
Note 2016 2015

KShs'000 KShs'000
ASSETS
NON CURRENT ASSETS
Property, plant and equipment l8(a) 8,464,905 8,687,860

Capital work- in- progress 19 178,973 154,604
Prepaid operating leases 20 9,221 9,348
Investment properties 21 15,736,956 9,498,159

Investment in subsidiary 22

Loan swap asset 23 1,305,321 1,573,964

Restricted deposits 24 3 I ,896 3 1,3 I I

25,727,272 19,955,246

IAL POSITION

COMPANY
' 20t6 2015
It<shs'ooo KShs'ooo

r)

8.462,69t
178,973

9.22t
t5,736,956

2,500

r.105,321

I r,896

zsw,s5s

I,335,538
399,452
402.613

72,169

36.553

I 04.939

8,684,752

154,604

9,348
9,498,I 59

2,500

1,573,964

3l,3lr

19,954,638

CURRENT ASSETS
Inventories
Trade and other receivables
Amount due fiom related parties
Taxation recoverable
Short term deposits
Bank balances and cash

TOTAL ASSETS

EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Share capital
Share premium
Asset revaluation reserve
Retained earnings
Foreign currency translation reserve

TOTAL EQUITY

NON CURRENT LIABILITIES
Loan swap liability
Staffgratuity
Long - term loan
Deferred taxation

LIABILITIES
Cunent portion of long - term loans

Post impo( finance loans

Obligations under finance leases

Bank overdraft
Trade and other payables
Dividends payable

TOTAL EQUITY AND LIABILITIES

The financial

25
26
27
I 6(c
24
28

1,856,282
r,089,453

474
79,241
33,673
98,213

r ,84 1,959

942.775

366,250
78,398

33,673

80,48r

2,114,848 3,157,336 t,264 3,343,536

27,842,t20 23,112,582 28p78,822 23,298,174

1,346,1 l8
525,574

474
76,811
36,553

t29,318

450,000
648,000

1,465,726
15,370,759

12,275

1,186,082
1,088,970
2,176,606

481,582

7 t6,7 5t

1,606,770
2,536,919

r 01,680

____-L___

29(a)
2e(b)
2e(c)

2e(d)

450,000
648,000

1,666,628
1,024,102

20,863

1,430,280
1,035,653
2,172,077

899,608

{so.ooo
q48,000

1,46s,726

t 5,q2 t,e8e

r.186,082
I,088,696
2,176,606

48 r,582

1,606,77;
2.534,940

r0 r,680

450,000

648,000

1,666,628

11,236,379

t7,946,760 13,809,593 r8.r85,7r5 14,001,007

23
3l
32(c)
34

I,430,280
r,035,346
2,172,077

899,608

4,933,240 5,537,618 4.932.966 s,537,31 r

I

7 td,75t32(c)
32(d)
33
34
36
37

847,142
300,906

r6,331
s56,003

1,943,309
101,680

847,142
300,906

r6.33 r

556,003

1,937.794

r0l.680

4,962,120 3,765,371 4.960,:141 3,759,856

27,842,120 23,112,582 28.078.f.22
===::::F=

23,298,174

on pages 7 to 66 were approved and authorised for issue by the board of{irectors on

2016 and were signed on its behalf by: 
1

I)l
) Directors 

I)l
e1

3t dLer



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2OI6

Share
capital

KShs'000

Share
premium

KShs'000

Asset
revaluation

reserve+
KShs'000

Foreign
currency

translation
reserve* *

KShs'000
Total

KShs'000

At I July 2014
Transfer of excess depreciation
Deferred tax on excess depreciation
Transfer ofrevaluation surplus on disposal
of equipment (net of deferred tax)
Dividends paid
Profit for the year

Other comprehensive income

Total comprehensive income for the year

At 30 June 2015

At I July 2015
Transfer of excess depreciation
Deferred tax on excess depreciation
Profit/(loss) for the year
Other comprehensive income

Total comprehensive income for the year

At 30

450,000 649,000 1,884,722
(287,003)

86,1 0 1

(17,t92)

450,000 648,000 1,666,628

450,000 648,000 1,666,629
(287,003)

86,1 0 1

648,000 1,465,726

5,5 l5 6,704,675

t 5,348

(67,s00)
7,157,070

15,348

15,348 7,172,418

20,863 13,809,593

20,863 13,809,593

(8,588)
4,145,7 ss

(8,s 88)

(8,588)

12,275 17,946,760

* The asset revaluation reserye represents the surplus arising from revaluation ofproperty, plant and equipment and is not distributable.

** The translation reserve represents the effect ofthe change in exchange rates at the beginning ofthe year and at the close ofthe year on translation

Retained eamings
Investment

property Total
revaluation Realised retained

gains profits earnings
KShs'000 KShs'000 KShs'000

6,798,255 35g,g l5 7 ,157,070

4,367,158 (22t,403) 4,145,755

6,798,2s5

2,001,7939,022,309

9,022,309

4,367,158

2,224,054

2,001,793
287,003
(86,1 0 r )

(221,403)

,:,:y:l:?

11,024,102
287,003
(86,1 0 r )

4,145,7 55

3,716,438
287,003
(86,1 0 1 )

17,192
(67,500)

7,157,070

1,492,384
287,003
(86,1 0 1 )

17,r92
(67,500)
358,815

13,389,467 1,981,292 15,370.759

l0

450,000



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED
COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2016

Retained earnings

Investment
property Total

revaluation Realised Retained
gains profit earnings

KShs'000 KShs'000 KShs'000

2,224,054 3,798,332
287,003
(86,101)

1,57 4,278
287,003
(86,101)

Transfer ofrevaluation surplus on disposal
of equipment (net of defened tax)
Dividends paid
Profit for the year

(17,t92) l'1,192
(67,500)
489,198

17,lg2
(67,500)

7,297,4536,798,255
(67,500)

7,287,453

6,798,255 489,1 98 7 ,287 ,453

9,022,309 2,214,070 11,236,379

9,022,309 2,214,070
- 287,003
- (86'l0l)

I1,236,379
287,003
(86,101)

4, I 84,708Profit for the year

Other comprehensive income
4,367,158 ( 182,450) 4,184,708

4,367,158 (r82,450) 4,381.857

13,389,467 2,232,522 15,621,989

Share
capital

KShs'000

Share
premium

KShs'000

Asset
revaluation

reserve*
KShs'000

1,884,722
(287,003)

l0t

450,000 648,000

Total
KShs'000

6,781,0s4

7,287,453

14,00 l ,007

14,00 r ,007

4, I 84,708

18, t 85,715

At I July 2014
Transfer of excess depreciation
Deferred tax on excess ation

Other lncome

Total comprehensive income for the year

At 30 June 2015

At I July 2015
Transfer of excess depreciation
Deferred tax on excess

450,000

450,000 648,000

648,000 1,666,628

1,666,628
(287,003)

l0l8

Total comprehensive income for the year

At 30 June 2016 450,000 1,465,726

* The asset revaluation reserve represents the surplus arising from revaluation ofproperty, plant and equipment and is not distributable.

=:1':::

ll



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

CONSOLIDATED AND COMPANY STATEMENTS OF CASH FLO
FOR THE YEAR ENDED 30 JUNE 2016

Note
GROUP

2016 2015
KShs'000 KShs'000

CASH FLOWS FROM OPERATING
ACTIVITIES

Cash generated from/(used in) operations
Interest paid
lnterest received
lncome tax paid

Net cash generated from/(used in)
operating activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchase ofproperty, plant and

equipment
Additions to capital work-in-progress
Proceeds ofsale ofland
Proceeds of sale of motor vehicles

Net cash used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Dividends paid
Receipt ofasset finance loan
Repayment ofasset finance loan

Loan repayment
Receipt of post import finance loans
Repayment of post import finance loans
Repayment of finance lease obligation

Net cash (used in)/generated from
financing activities

DECREASE IN CASH AND
CASH EQUIVALENTS

Effects ofexchange rate changes

on the balance ofcash

CASH AND CASH EQUIVALENTS
AT THE BEGINNTNG OF THE YEAR

CASH AND CASH EQUIVALENTS
AT THE END OF THE YEAR

358,352 (397,030)

4,070

(545,65 I )
(40e,320)
836,970

4,624

(s64,117) (13,377)

l8
l9

38(a)
38(c)

I 6(c)

(39,326)
(3s1,273)

1,045
(7,476)

(3,8ee)
l,083,751
(216,333)
(347,482)
300,906

(324,274)
(37, I 58)

829,s67
(470,979)

4,357
(4,s93)

(467,001)
(101,r86)

323,636
(42s,324)
(383,504)
700,288

( I,001,194)
( 16,33 I )

30
38(b)
38(b)
38(b)
38(b)
38(b)
38(d)

(802,429) 455,51 I (

( r,008,l e4) (s4,8e6) ( l

(8,588) r 5,348

(424,tt7) (384,569)

38(e) (1,440,899) (424,117) (l

t2

78) (441,849)

COMPANY
2016 2015

KShs'000 KShs'000

810,682
(470,979)

4,208
(7e4)

(467,00 r )
(101,186)

,636
,324)

93,504)

(r 1,194)

r6,33 l )

( 19,590)
(351,273)

728
(et7)

(542,251)
(409,320)
836,970

4,624

(3,899)
1,083,751
(216,333)
(347,482)
300,906

(324,274)
(37, I 58)

343,1t7 (371,052)

4,070

(s64,n7) (10e,e77)

455,51 I

,429) (25,518)

r ,849) (4 r 6,33 l )
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED I

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued) 

I

GENERAL INFORMATION

East African Portland Cement Company Limited is incorporated in Kenya under the Kenyan Companies

Act. The company manufactures and sells cement in East Africa.

The shares of the company are listed on the Nairobi Securities Exchange.

GOING CONCERN

The Group reported a loss from operations of Kshs l.6Billion (2015: Kshs 578lrz{illion) with staff costs

representing 3 I % of its revenue at Kshs 2.TBillion (20 I 5: Kshs 2.68illion).The durrent liabilities exceeded

current assets by Kshs 2.gBillion with the available unutilized working capital fabilities at Kshs 45Million.

These conditions indicate the existence of a material uncertainty which may cast bignificant doubt about the

company's ability to continue as a going concern.

Management has put in place various strategies and has sought the appropriate neDessary support from the

government towards raising the required financing. This is meant to support capit{lization of the business,

modernization of the ageing plant and enhancement of the current working capita{ facilities for importation
of bulk raw materials to enable optimization of the current installed cement millint and packing capacity.

The above initiatives among other strategies which the management has put in plabe are expected to
increase turnover and turn around the business.

On this basis, the directors consider it appropriate to prepare the financial statemerfts on the going concern

basis.

ACCOUNTING POLICIES

Statement of compliance

The consolidated and separate financial statements ("financial statements") are prepared in accordance and

comply with International Financial Reporting Standards and the requirements of the Kenyan Companies

Act. The principal accounting policies adopted in the preparation of these financialistatements remain

unchanged from the previous years and are set out below: 
l

Application of new and revised International Financial Reporting Standards (IFRSs)

(i) New standards qnd amendments to published slandards effectivefor the year eAded 30 June 2016

The following new and revised IFRSs were effective in the current year and had no material impact on

the amounts reported in these financial statements.

J

IFRS I3
Fair Value
Measurement

IAS 16

Property, Plant and

Equipment;
IAS 38
Intangible Assets

The amendment to the basis for conclusions of IFRS l3 clarifies that the issuance

of IFRS l3 and consequential amendments to IAS 39 and IFRS 9 did not remove

the ability to measure short- term receivables and payables with no stated interest
rate at their invoice amounts without discounting, if the effect of discounting is

immaterial. This amendment does not include any effective date because this is
just to clariff the intended meaning in the basis for conch.rsions.

The application of the amendments has had no impact on the disclosures or on the

amounts recognised in the financial statements.

The amendments to IAS l6 and IAS 38 remove perceived inconsistencies in the

accounting for accumulated depreciation/amortisation when an item of property,
plant and equipment or an intangible asset is revalued. The amended standards
clariS that the gross carrying amount is adjusted in a manher consistent with the
revaluation of the carrying amount of the asset and that acqumulated
depreciation/amortisation is the difference between the gross carrying amount and

the carrying amount after taking into account accumulated impairment losses.

As the company has not revalued its plant and equipment apd intangible assets

with indefinite useful lives, the application of the amendmefrts has had no impact
on the disclosures or on the amounts recognised in the financial statements.

l3
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED .

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued) I

3. ACCOUNTING POLICIES (Continued)

Application of new and revised International Financial Reporting Standards (IFRSs) (Continued)

(, New standards and amendments to published standards effective for the yelr ended 30 June 20 I 6
(Continued) I

IAS 24
Related Party
Disclosures

The amendment clarifies that a management entity providing key management
personnel services to the reporting entity or to the parent ofthe reporting entity is
a related party ofthe reporting entity. Consequently, the reporting entity should
disclose as related party transactions the amounts indurred for the service paid or
payable to the management entity for the provision of, key management personnel
services. However, disclosure of the components of compensation to key
management personnel that is paid by the management entify to the management
entity's employees or directors is not required.

The application of this standard has had no material i6pact on the disclosures or
on the amounts recognised in the company's financia! statements.

(ii) New standards and amendments to published standards ffictive for the year pnded 30 June 20 l6

Annual The annual improvements 201l-2013 cycle makes amBndments to the following
Improvements 201 l- standards:
2Ol3 . IFRS 3 - The amendment clarifies that IFRS 3 ddes not apply to the

accounting for the formation ofjoint arrangement in the financial statements of
the joint arrangement itself.
IFRS l3 - The amendment clarifies that the scopd of the portfolio exception
for measuring the fair value of a group of financial iassets and financial
liabilities on a net basis includes all contracts that afe within the scope of,, and
accounted for in accordance with, IAS 39 or IFRS $, even if those contracts do
not meet the definitions of financial assets or finandial liabilities within tAS 32.
IAS 40 - The amendment clarifies that IAS 40 an{ IFRS 3 are not mutually
exclusive and application of both standards may be fequired. Consequently, an
entity acquiring an investment property must detentine whether:
(a) ihe p.ope.ty meets the definition of investmentlproperty in accordance

with IAS 40;and
(b) the transaction meets the definition of a business combination in

accordance with IFRS 3.
An entity should apply the amendment prospectivel5i for acquisitions of
investment property from the beginning of the first period for which it adopts
the amendment. Consequently, accounting for acquisitions of investment
property in prior periods should not be restated. Hou,lever, an entity may
choose to apply the amendment to individual acquisitions of investment
property that occurred prior to the beginning ofthe fi[st annual period
occurring on or after the effective date (i.e. I July 2014) ifand only if
information needed to apply the amendment to earliet transactions is available
to the entity.

These IFRS improvements are effective for accounting pe[iods beginning on or
after I January 2016.

The new terminologies have been adopted in these financihl statements. In other
respects the application of the amendments does not resultlin any impact on profit
or loss, other comprehensive income and total comprehens'ive income.
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED I

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued) i

I

3. ACCOUNTING POLICIES (Continued) 
I

Application of new and revised International Financial Reporting Standaris (IFRSs) (Continued)

(i, Relevant new and amended standards in issue bul not yet effective in tAe year ended 30 June 20t6
(continued) l

Effec t iv e for Qn nuol p er io ds b egi nn i ng
on or after ,

New and Amendments to standards

IFRS 9 Financial Instruments
IFRS l5 Revenue from contracts with customers
IFRS l6 Leases
Amendments to IAS I

Amendments to IAS 16 and IAS 38
Amendments to IFRS's Annual improvements

I January 20lB
I January 2018
I January20l9
I January 201$
I January20l6
I January 20ld

(iii) Impact of new and amended standards on the financial statements for the yehr ended 30 June 20 I 6 and

future annual periods

IFRS 9 Financial Instruments

In July 2014, the IASB finalised the reform of financial instruments accounti0g and issued IFRS 9 (as

revised in 20 l4), which contains the requirements for a) the classification and measurement of
financial assets and financial liabilities, b) impairment methodology, and c) ggneral hedge accounting.
IFRS 9 (as revised in 2014) will supersede IAS 39 Financial Instruments: Recognition and
Measurement upon its effective date.

Phase [: Classification and measurement of financial assets and financial liabilities

With respect to the classification and measurement, the number of categorieslof financial assets under
IFRS t has been reduced; all recognised financial assets that are currently within the scope of IAS 39
will be subsequently measured at either amortised cost or fair value under IFR5 9. Specifically:

a debt instrument that (i) is held within a business model whose objective is to collect the
contractual cash flows and (ii) has contractual cash flows that are solely pAyments of principal
and interest on the principal amount outstanding must be measured at amortised cost (net of any
write down for impairment), unless the asset is designated at fair value thnrugh profit or loss
(FVTPL) under the fair value option.

a debt instrument that (i) is held within a business model whose objective is achieved both by
collecting contractual cash flows and selling financial assets and (ii) has contractual terms that
give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding, must be measured at FVTOCI, unless the asget is designated at

FVTPL under the fair value option.

all other debt instruments must be measured at FVTPL

all equity investments are to be measured in the statement of financial position at fair value, with
gains and losses recognised in profit or loss except that if an equity investment is not held for
trading, an irrevocable election can be made at initial recognition to measurb the investment at
FVTOCI, with dividend income recognised in profit or loss.
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued)

3. ACCOUNTING POLICIES (Continued)

Application of new and revised International Financial Reporting Standards (lFRSs) (Continued)

(iii) Impact ofnew and amended standards on thefinancial statementsfor the year ended 30 June 2016 and

future annual periods(Continued) l

IFRS 9 Financial Instruments (Continued)

IFRS 9 also contains requirements for the classification and measurement of financial liabilities and

derecognition requirements. One major change from IAS 39 relates to the presentation of changes in
the fair value of a financial liability designated as at FVTPL attributable to Changes in the credit risk of
that liability. Under IFRS 9, such changes are presented in other comprehensive income, unless the
presentation of the effect of the change in the liability's credit risk in other oomprehensive income
would create or enlarge an accounting mismatch in profit or loss. Changes in fair value attributable to a

financial liability's credit risk are not subsequently reclassified to profit or loss. Under IAS 39, the

entire amount of the change in the fair value of the financial liability designated as FVTPL is presented

in profit or loss.

Phase 2: Impairment methodology

The impairment model under IFRS 9 reflects expected credit losses, as opposqd to incurred credit losses

under IAS 39. Under the impairment approach in IFRS 9, it is no longer necedsary for a credit event to
have occurred before credit losses are recognised. Instead, an entity always accounts for expected credit
losses and changes in those expected credit losses. The amount ofexpected crgdit losses should be

updated at each reporting date to reflect changes in credit risk since initial rec0gnition.

Phase 3: Hedge accounting

The general hedge accounting requirements ofIFRS 9 retain the three types ofihedge accounting
mechanisms in IAS 39. However, greater flexibility has been introduced to theitypes of transactions

eligible for hedge accounting, specifically broadening the types of instruments that qualify as hedging
instruments and the types of risk components of non-financial items that are eligible for hedge

accounting. In addition, the effectiveness test has been overhauled and replaced with the principle of an

'economic relationship'. Retrospective assessment of hedge effectiveness is no longer required. Far

more disclosure requirements about an entity's risk management activities havel been introduced.

Transitional provisions

IFRS 9 (as revised in 2014) is effective for annual periods beginning on or afterll January 2018 with
earlier application permitted. If an entity elects to apply IFRS 9 early, it must apply all of the

requirements in IFRS 9 at the same time, except for those relating to:

I . the presentation of fair value gains and losses attributable to changes in the c(edit risk of financial
liabilities designated as at FVTPL, the requirements for which an entity may barly apply without
applying the other requirements in IFRS 9; and

2. hedge accounting, for which an entity may choose to continue to apply the hedge accounting
requirements of IAS 39 instead of the requirements of IFRS 9. I

The directors of the company anticipate that the application of IFRS 9 in the futule may not have a

significant impact on amounts reported in respect of the company's financial assets and financial
liabilities.
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued)

3. ACCOUNTING POLICIES (Continued)

Application of new and revised International Financial Reporting Standards (lFRSs) (Continued)

(ii, Impacl ofnew and amended standards on thefinancial statementsfor the year ended 30 June 20I6 and

future annual per iods (C ont i nue d)

IFRS l5 Revenue from Contracts with Customers

IFRS l5establishesasinglecomprehensivemodel forentitiestouseinaccountingforrevenuearising
from contracts with customers. IFRS l5 will supersede the current revenue recognition guidance
including IAS l8 Revenue, IAS I I Construction Contracts and the related lnterpretations when it
becomes effective.

IFRS l5 will only cover revenue arising from contracts with customers. Under IFRS 15, a customer of
an entity is a party that has contracted with the entity to obtain goods or services that are an output of
the entity's ordinary activities in exchange for consideration. Unlike the scope of IAS 18, the

recognition and measurement of interest income and dividend income from debt and equity
investments are no longer within the scope of IFRS 15. Instead, they are within the scope of IAS 39
Financial Instruments; Recognition and Measurement (or IFRS 9 Financial ftistruments, if IFRS 9 is
early adopted).

As mentioned above, the new revenue Standard has a single model to deal with revenue from contracts
with customers. Its core principle is that an entity should recognise revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services. Specifically, the Standard
introduces a 5-step approach to revenue recognition:

Step l: Identifu the contract(s) with a customer
Step 2: Identi$, the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

Far more prescriptive guidance has been introduced by the new revenue Standard:

. Whether or not a contract (or a combination of contracts) contains more thdn one promised good or
service, and if so, when and how the promised goods or services should be unbundled.

. Whether the transaction price allocated to each performance obligation shortrld be recognised as

revenue over time or at a point in time. Under IFRS 15, an entity recognises revenue when a

performance obligation is satisfied, which is when 'control' of the goods or services underlying the
particular performance obligation is transferred to the customer. Unlike IAS 18, the new Standard
does not include separate guidance for'sales ofgoods'and'provision ofservices'; rather, the new
Standard requires entities to assess whether revenue should be recognised oyer time or a particular
point in time regardless of whether revenue relates to 'sales of goods' or'proirision of services'.

. When the transaction price includes a variable consideration element, how it will affect the amount
and timing of revenue to be recognised. The concept of variable consideration is broad; a
transaction price is considered variable due to discounts, rebates, refunds, credits, price
concessions, incentives, performance bonuses, penalties and contingency arrangements. The new
Standard introduces a high hurdle for variable consideration to be recognised as revenue - that is,
only to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue recognised will not occur when the uncerlainty associated with the variable consideration
is subsequently resolved.

. When costs incurred to obtain a contract and costs to fulfil a contract can be recognised as an asset.

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e.
when 'control' of the goods or services underlying the particular performance obl{gation is transferred
to the customer. Far more prescriptive guidance has been added in IFRS l5 to deal with specific
scenarios.Furthennore,extensivedisclosuresarerequiredbylFRS 15. I'hedirectorsofthecompany
anticipate that the application of IFRS 9 in the future may not have a significant impact on amounts
reported in respect of the company's financial statements.
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NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued) 

i

3. ACCOUNTING POLICIES (Continued) 
,

Application of new and revised International Financial Reporting Standards (IFRSs) (Continued)

(iii) Impact of new and qmended standards on the financial stalements for the lpar ended 30 June 20 l6 and

future annual periods(Continued) l

Amendments to IAS I (Disclosure Initiolive)

Application of the amendments need not be disclosed. The directors of the cor{rpany anticipate that the

application of IAS I in the future may not have a significant impact on amounts reported in respect of
the company's fi nancial statements.

Amendments to IAS l6 and IAS 38 ClariJication of Acceproble Merhods of peprecialion ond
Amortisalion

The amendments to IAS l6 prohibit entities from using a revenue-based depreoiation method for items

of property, plant and equipment. The amendments to IAS 38 introduce a rebu(able presumption that
revenue is not an appropriate basis for amortisation of an intangible asset. This presumption can only be

rebutted in the following two limited circumstances:

a) when the intangible asset is expressed as a measure ofrevenue; or
b) when it can be demonstrated that revenue and consumption of the economid benefits of the

intangible asset are highly correlated.

The amendments apply prospectively for annual periods beginning on or after I [anuary 2016.

Currently, the company uses the straight-line method for depreciation and amortlsation for its property

and equipment, and intangible assets respectively.

The directors of the company do not anticipate that the application of the standard will have a

significant impact on the company's financial statements.

The amendments were a response to comments that there were difficulties in applying the concept of
materiality in practice as the wording of some of the requirements in tAS l lhad in some cases been

read to prevent the use ofjudgement. Certain key highlights in the amendments are as follows:

. An entity should not reduce the understandability of its financial statements by obscuring material
information with immaterial information or by aggregating material itemb that have different
narures or functions.

. An entity need not provide a specific disclosure required by an IFRS if the information resulting
from that disclosure is not material.

. In the other comprehensive income section of a statement of profit or loss and other comprehensive

income, the amendments require separate disclosures for the following itoms;

- the share ofother comprehensive income ofassociates andjoint venturqs accounted for using
the equity method that will not be reclassified subsequently to profit or lDss; and

- the share ofothercomprehensive income ofassociates andjoint ventureb accounted for using

the equity method that will be reclassified subsequently to profit or loss.
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL
(Continued)

STATEMENTS

3. ACCOUNTING POLICIES (Continued)

Application of new and revised International Financial Reporting Standards (lFRSs) (Continued)

(iii) Impact of new and amended standards on the financial statements for the )ear ended 30 June 2016 and

future annual periods(Continued) 
I

Annual Improvements 201 2-201 4 Cycle

The Annual Improvements to IFRSs 2012-2014 Cycle include a number of dmendments to various
IFRSs, which are summarised below:

The amendments to IFRS 5 introduces specific guidance in IFRS 5 for when an entiry reclassifies an

asset (or disposal group) fi'om held for sale to held for distribution to owners,(or vice versa). The
amendment clarifies that such a change is considered as a continuation of the original plan of disposal
and accordingly an entity should not apply paragraphs 27-29 ofLFRS 5 regarding changes to a plan of
sale in those situations.

The amendments to IFRS 7 provides additional guidance to clarify whether a servicing contract is

continuing involvement in a transferred asset for the purpose of the disclosures required in relation to
transferred assets. Also, the amendment clarifies that the offsetting disclosures are not specifically
required for all interim periods. However, the disclosures may need to be included in the condensed
interim financial statements to satisry the requirements in IAS 34 Interim Financial Reporting.

The amendments to IAS l9 clarifies that the rate used to discount post-employment benefit
obligations should be determined by reference to market yields at the end of the reporting period on
high quality corporate bonds. The basis for conclusions to the amendment also clarifies that the depth
of the market for high quality corporate bonds should be assessed at a currency level which is
consistent with the currency in which the benefits are to be paid. For currencies for which there is no
deep market in such high quality bonds, the market yields (at the end of the reporting period) on
government bonds denominated in that currency should be used.

The directors of the company do not anticipate that the application of these amondments will have a

significant impact on the company's financial statements.

(ii, Early adoption of relevant standards

The company did not early-adopt any new or amended standards in the year
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The financial statements are prepared under the historical cost convention as mqdified by revaluation of
ceftain assets.

Historical cost is generally based on the fair value of the consideration given in exchange forgoods and
services. Fair value is the price that would be received to sell an asset or paid to lransfer liability in an

orderly transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an asset or
liability, the company takes into account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset or liability at the measurement date.

The principal accounting policies applied in the preparation of these financial starements are set out below
These policies have been consistently applied, unless otherwise stated.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the company and its subsidiary. Control is achieved when the company:

o has power over the investee;
o is exposed, or has rights, to variable returns from its involvement with the invostee; and
o has the ability to use its power to affect its returns

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control listed above.

When the company has less than a majority of the voting rights of an investee, it hap power over the investee
when the voting rights are sufficient to give it the practical ability to direct the relevpnt activities of the
investee unilaterally. The company considers all relevant facts and circumstances inl assessing whether or
not the company's voting rights in an investee are sufficient to give it power, including:

o the size of the Company's holding of voting rights relative to the size and dispefsion of holdings of the
other vote holders;

r potential voting rights held by the company, other vote holders or other parties;
. rights arising from other contractual arrangements; and
. any additional facts and circumstances that indicate that the Company has, or does not have, the current

ability to direct the relevant activities at the time that decisions need to be made, including voting
pattems at previous shareholder's meetings.

Consolidation of a subsidiary begins when the company obtains control over the subsiidiary and ceases when
the company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated statement of profit or losg and other
comprehensive income from the date the company gains control until the date when the company ceases to
control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to thd owners of the
company and to the non-controlling interests. Total comprehensive income of subsidiirries is attributed to
the ownLrs of the Company and to ihe non-controlling interest even if this results in thp non-controlling
interests having a deficit balance. When necessary, adjustments are made to the financfal statements for
subsidiaries to bring their accounting policies into line with the Group's accounting pof icies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to the transactions
between the members of the Group are eliminated in full on consolidation.
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS
(Continued)

3. ACCOUNTING POLICIES (Continued)

Revenue recognition

(, Sale ofgoods

Revenue is measured at the fair value ofthe consideration received or receivable. Revenue is reduced
for estimated customer returns, rebates and other similar allowances.
Revenue from the sale of goods is recognised when all the following conditions are satisfied:

o the Group has transferred to the buyer the significant risks and rewards of ownership of the goods;

o the Group retains neither continuing managerial involvement to the degtee usually associated with
ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;
o it is probable that the economic benefits associated with the transaction will flow to the entity; and
r the costs incurred or to be incurred in respect ofthe transaction can be measured reliably.

(ii) Interest income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated futu[e cash receipts through
the expected life of the financial asset to that asset's net carrying amount on initial recognition.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production,of qualifuing assets,

which are assets that necessarily take a substantial period of time to get ready for t{reir intended use or sale,

are added to the cost ofthose assets, until such time as the assets are substantially rEady for their intended

use or sale. 
I

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Taxation

Curuent tax

Current tax assets for the current and prior periods are measured at the amount expectFd to be recovered from
or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are

enicted or substantively enacted by the reporting date. Current tax relating to items recognised directly in other

comprehensive income or equity is recognised in other comprehensive income or equity and not in profit or
loss. l

Deferred tax

Defened tax is provided for using the liability method, for all temporary differences arising between the tax

bases of assets and liabilities and their carrying values for financial reporting purposes.i Deferred tax assets and

liabilities are measured at the tax rates that are expected to apply to the year when the *set is realised or the

liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the

reporting date. Deferred income tax relating to items recognised directly in other compiehensive income or
equity is recognised in other comprehensive income or equity and not in profit or loss.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o In respect of taxable temporary differences associated with investments in subsidiaries, associates and

interests in joint ventures, where the timing of the reversal of the temporary diffelences can be

controlled and it is probable that the temporary differences will not reverse in thd foreseeable future.

o Deferred income tax assets are recognised for all deductible temporary differencds, carry forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxaple profit will be

available against which the deductible temporary differences, and the carry forwafid of unused tax

credits and unused tax losses can be utilised except when the defened tax asset relating to the deductible
temporary difference arises from the initial recognition of an asset or liability in altransaction that is not

a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss.
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l

3. ACCOUNTING POLICIES (Continued) i

Taxation (Continued)

Deferred tax (continued)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available to allow all or part of the defened tax asset to
be utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the

extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and deferred income tax liabilities are offset, if a legally enfolceable right exists to set

offcurrent tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity
and the same tax authority.

Foreign currencies

In preparing the financial statements ofeach group entity, transactions in currencies other than the

functional currency are recognized at the rates ofexchange prevailing at the dates ofthe transactions.
At the end of each reporting period, monetary items denominated in foreign currerlcies are retranslated at the

rates prevailing at that date. Exchange differences arising, ifany, are recognized id profit or loss. Non-
monetary items carried at fair value that are denominated in foreign currencies are,retranslated at the rates

prevailing at the date when fair value was determined. Non-monetary items that aro measured in terms of
historical costs are not retranslated.

The individual financial statements of each Group entity are presented in the currency of the primary
economic environment in which the entity operates. For the purpose of the consolidated financial
statements, the results and financial position of each Group entity are expressed in Kenya shillings, which is

the functional currency ofthe company and the presentation currency for the consolidated financial
statements.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group's
foreign operations are translated to Kenya shillings using exchange rates prevailing at the end ofreporting
date. Income and expense items are translated at the average exchange rates for the period. Exchange

differences arising, if any, are recognised in other comprehensive income and accunlulated in equity in the

Group's translation reserve. Such differences are recognised in the profit or loss in the period in which the

foreign operation is disposed of.

Property, plant and equipment

Property, plant and equipment are initially recognised at cost and subsequently stated at professionally
revalued amounts less accumulated depreciation and impairment losses. An item of property, plant and

equipment is derecognised upon disposal or when no future economic benefits are expqcted from its use or
disposal. Any gain or loss arising on derecognising ofthe asset (calculated as the diflerpnce between the net

disposal proceeds and the carrying amount of the asset) is included in profit or loss in the year the asset is

derecognised.

Critical spare parts and standby equipment which are expected to be in use during *orelthun one period are

accounted for as property, plant and equipment.

The Group policy is to professionally revalue property, plant and equipment at least once every five years. The
properfy, plant and equipment were revalued as at 30 June 2013.

Any surplus on revaluation is recognised in other comprehensive income and accumulated in the asset

revaluation reserve in equity, except to the extent that it reverses a revaluation decrease ofthe same asset

previously recognised in profit or loss, in which case the increase is recognised in profit gr loss. A revaluation

deficit is recognised in profit or loss, except to the extent that it offsets an existing surpluB on the same asset

recognised in the asset revaluation reserve.

Additionally, accumulated depreciation as at the revaluation date is eliminated against thQ gross carrying
amount of the asset and the net amount is restated to the revalued amount of the asset.
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I

3. ACCOUNTING POLICIES (Continued) l

Capital work in progress

Assets in the course of construction for production or administrative purposes arO carried at cost, less any
recognised impairment loss. Cost includes professional fees and, for qualifying a[sets, borrowing costs

capitalised in accordance with the Group's accounting policy. Such assets are cldssified to the appropriate

categories of property, plant and equipment when completed and ready for intended use. Depreciation of
these assets, on the same basis as other assets, commences when the assets are ready for their intended use.

Depreciation

No depreciation is provided on freehold land as the useful life is considered to beiindefinite. Depreciation on

other iiems of propirty, plant and equipment is charged on the straight-line basis dver the estimated useful

lives ofthe assets.

Critical spares are depreciated over the period starting when the item is brought info service and continuing
over the shorter of its useful life and the remaining expected useful life of the asset to which it relates.

The rates of depreciation used are based on the following estimated useful lives:

Buildings
Plant and machinery

Motor vehicles

Office equipment, furniture and fittings
Computers

The residual values and useful lives are reassessed annually and adjusted prospectively ifappropriate.
Where the residual value exceeds the carrying value, no depreciation is charged in the next year.

The excess annual depreciation attributable to revaluation surplus on property, plant and equipment is
transferred annually from the asset revaluation reserve to the retained earnings. Upffr disposal, any

revaluation reserye relating to the particular asset being sold is transferred to retaine'd earnings

Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the

arrangement at inception date: whether fulfillment of the arrangement is dependent dn the use of a specific
asset or assets or the arrangement conveys a right to use the asset.

Leases are classified as finance leases whenever the terms of the lease transfer substdntially all risks and

rewards of ownership to the group as the lessee. Leases where a significant portion df the risks and rewards

ofownership are retained by the lessor, are classified as operating leases.

Finance leases are capitalised at the commencement of the lease at the fair value of t(e leased property or, if
lower, at the present value of the minimum lease payments. Lease payments are appoftioned between
finance charges and reduction ofthe lease liability so as to achieve a constant rate oflnterest on the

remaining balance of the liability. Finance charges are recognised in profit or loss. i

Leased assets are depreciated over the useful life ofthe asset. However, ifthere is no ieasonable certainty
that the Group will obtain ownership by the end of the lease term, the asset is depreci{ted over the shorter of
the estimated useful life of the asset and the lease term.

Operating lease payments are recognised as an expense in profit or loss on a straight lihe basis over the lease

term.

40 years or period of lease, whichever is less

8 to 20 years

3 to 4 years

4 to 20 years

3 years
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I

3. ACCOLINTING POLICIES (Continued) i

Inventories ]

Inventories are stated at the lower of cost and net realisable value. Cost comprisos direct materials and,

where applicable, direct labour costs and the overheads incurred in bringing the inventories to their present

location and condition. Costs of direct materials are determined on the first-in first-out basis, while those of
general consumable stores are determined on the weighted average cost basis. Nlet realisable value

represents the estimated selling price less the estimated cost to completion and costs to be incurred in
marketing, selling and distribution. Work-in-progress, which comprises raw meal and clinker, is stated at the

lower of production cost and net realisable value. Production cost comprises expOnditure directly incurred in

the manufacturing process and allocation of fixed and normal production overhedds attributable to the

process.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Slrbsequently, amortisation
and accumulated impairment losses are netted from the cost. Expenditure on interhally generated intangible
assets, excluding capitalised development costs, is reflected in profit or loss in thsryear in which it is
incurred.

Intangible assets with finite lives are amortised on a straight line basis over their uBeful economic lives from
the date they are available for use, up to a maximum of three years. Intangible ass(ts are assessed for
impairment whenever there is an indication that an intangible asset may be impairdd.

The amortisation period and the amortisation method for an intangible asset with alfinite useful life is
reviewed at least at each financial year-end.

Changes in the expected useful life or the expected pattern of consumption of futurb economic benefits

embodied in the asset is accounted for by changing the amortisation period or methbd, as appropriate, and

are treated as changes in accounting estimates. The amortisation expense on intangible assets with finite
lives is recognised in profit or loss in the expense category consistent with the func(ion of the intangible
asset. Periodic software maintenance costs are recognised as an expense when incut'red.

Gains or losses arising from derecognising of an intangible asset are measured as th'p difference between the

net disposal proceeds and the carrying amount of the asset and are recognised in prdfit or loss when the asset

is derecognised.

Investment properties

Investment properties are measured initially at cost, including transaction costs, and bxcluding the costs of
day to day servicing of an investment property. Subsequent to initiat recognition, inJestment [roperties are

stited at iair value, which reflects market conditions at the reporting date. Gains or kbsses arising from
changes in the fair values of investment properties are includid in piofit or loss in th| year in wliich they
arise.

lnvestment properties are derecognised when either they have been disposed of or wilen the investment
propefty is permanently withdrawn from use and no future economic benefit is expeQted from its disposal.

Any gains or losses on the retirement or disposal of an investment property are recoghised in profit or loss in

the year of retirement or disposal. 
I

Transfers are made to or from investment property only when there is a change in usel

A property interest that is held by a lessee under an operating lease may be classified pnd accounted for as

investment property if, and only if, the property would otherwise meet the definition (f an investment
property and the lessee uses the fair value model to recognise the asset. This classific{tion alternative is

available on a property-by-property basis. However, once this classification alternativf is selected for one

such property interest held under an operating lease, all property classified as investmQnt property shall be

accounted for using the fair value model.

Leasehold land

Payments to acquire interests in leasehold land are treated as prepaid operating leases. fhey are stated at

historical cost and are amortised over the term ofthe related lease.
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i

3. ACCOLTNTING POLICIES (Continued) I

Financial instruments

A financial instrument is a contract that gives rise to both a financial asset of one enterprise and a financial
liability of another enterprise. The group classifies its financial assets into the following categories:
Financial assets at fair value through profit or loss; loans and receivables; held to maturity investments; and
available-for-sale assets. Management determines the appropriate classification Of its investments at initial
recognition and re-evaluates its portfolio every reporting date to ensure that all financial instruments are

appropriate ly classi fi ed.

Purchase and sale offinancial assets that require delivery ofassets within the period generally established

by regulation or convention in the market place (regular way purchases) are reco$nised on the trade date,

which is the date that the group commits to purchase or sell the asset.

Financial assets are initially recognised at fair value plus transaction costs for all frnancial assets not carried
at fair value through profit or loss.

Financial assets atfair value through profit or loss

Financial assets at fair value through profit or loss include financiat assets held foi trading and financial
assets designated upon initial recognition at fair value through profit or loss. Finarlcial assets are classified
as held forlrading if tn"y are acquired for the purpose of selling or repurchasing iri the near term. This
category includes derivative financial instruments entered into by the group that arp not designated as

hedging instruments in hedge relationships as defined by IAS 39. Derivatives, inclpding separated

embedded derivatives are also classified as held for trading unless they are designqted as effective hedging
instruments. Financial assets at fair value through profit and loss are carried in the ttatement of financial
position at fair value. Gains and losses arising from changes in the fair value are included in profit or loss in
the period in which they arise.

Financial assets held to maturity

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments

and fixed maturities that management has the positive intention and ability to hold p maturity. Subsequent
to initial recognition, held to maturiry investments are measured at amortised cost uNing the effective interest

rate method less any impairment.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinallerpayments that are not
quoted in an active market and include receivables arising from day to day sale ofgoods and services. They
are measured at amortised cost less impairment losses using the effective interest rate method (EIR).
Amortised cost is calculated by taking into account any discount or premium on acqrlisition and fees or costs

that are an integral part of the EIR. The EIR amortisation is included in finance income in profit or loss.

Trade and other receivables consist of all receivables which are of short duration witfr no stated interest rate

and are measured at amortised cost using the effective interest rate. An allowance is qrade for any
unrecoverable amounts.

For the purpose of the statement of cash flows, cash equivalents include short term liduid investments which
are readily convertible to known amounts of cash and which were within three month[ to maturity when

acquired, less advances from banks repayable within three months from date of disbulsement or
confirmation of the advance. Cash and cash equivalents are measured at amortised cobt.

Borrowings

Interest bearing loans are recorded at the fair value ofthe proceeds received. Finance qharges are recognised
on the accrual basis and are added to the carrying amount of the related instrument to (he extent that they are

not settled in the period they arise.

Trade poyables

Trade and otherpayables consist of all payables which are of short duration with no st{ted interest rate and

are measured at amoftised cost using the effective interest rate.
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3. ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Der iv at iv e fi n qnc ial ins trume nts
The Company holds derivative financial instruments to manage exposures to intqrest rate and foreign
currency risks. These derivates are initially recognised at fair value plus transaction costs. They are

subsequently carried at fair value. A derivative with a positive fair value is recogrised as a financial asset; a

derivative with a negative fair value is recognised as a financial liability. A derivEtive is presented as a non-
current asset or a non-current liability if the remaining maturity of the instrument is more than l2 months

and it is not expected to be realised or settled within l2 months. Other derivative$ are presented as current
assets or current liabilities. They are derecognised when the rights to receive cash flows from the financial
assets have expired or where the company has transferred substantially all risks and rewards of ownership.

Derecognition
A financial asset is derecognised when the group loses control over the contractual rights that comprise that
asset and has transferred its right to cash flows from the asset or has assumed an obligation to pay the

received cash flows without material delay to a third party under a 'pass through' Brrangement; and either (a)

the group has transferred substantially all the risks and rewards ofthe assets, or (b) has neither transferred nor
retained substantially all the risks and rewards ofthe asset, but has transferred control ofthe asset.

A financiat liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another by the same lender on substantially
different terms, or the terms of the existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability and

the difference in the respective carrying amounts are recognised in the statement of comprehensive income.

Offsetting
Financial assets and liabilities are offset and the net amounts reported on the statenlent of financial position
when there is a currently legally enforceable right to set offthe recognised amount hnd there is an intention
to settle on a net basis, or to realise the assets and settle the liability simultaneously.

Dividends payable

Dividends payable on ordinary shares are charged to retained earnings in the period in which they are

declared. Proposed dividends are not accrued for until ratified in an Annual General, Meeting.

Mining and exploration costs

All exploration costs for the mining of limestone are expensed in the period that they occur and form part of
cost of sales.

lmpairment

i) Financial assets

The Group assesses at each reporting date whether there is any objective evidence that a financial
asset or group of financial assets is impaired. If there is objective evidence that an impairment loss

on assets carried at amortised cost has been incurred, the amount of the loss is measured as the
diflerence between the asset's carrying amount and the present value of estiurated future cash flows
(excluding future expected credit losses that have not been incurred) discounted at the financial
asset's original effective interest rate (i.e. the effective interest rate computed at initial recognition).
The carrying amount of the asset is reduced through use of an allowance accpunt. The amount of
the loss is recognised in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be

related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed, to the extent that the carrying value of the asset does not

exceed its amortised cost at the reversal date. Any subsequent reversal of an impairment loss is
recognised in profit or loss.

Impaired debts are derecognized when they are assessed as uncollectible.

In relation to trade receivables, an allowance fbr impairment is made when there is objective
evidence (such as the probability of insolvency or significant financial difficulties ofthe debtor)
that the group will not be able to collect all of the amounts due under the original terms of the
invoice. Any subsequent reversal of an impairment loss is recognised in profit or loss.
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ACCOUNTING POLICIES (Continued)

Impairment (Continued)

(ii) Non-financial assets

The carrying amounts of the Group's non-financial assets are reviewed &t each reporting date to
determine whether there is any indication of impairment. If any such indication exists then the
asset's recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or iS cash-generating unit
exceeds its recoverable amount. A cash-generating unit is the smallest identifiable asset group that
generates cash flows that largely are independent from other assets and groups. Impairment losses
are recognised in profit or loss. Impairment losses recognised in respect of cash-generating units
reduce the carrying amount of the other assets in the unit (group of units) on a pro rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects curent market assessments of the
time value of money and the risks specific to the asset.

Impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount. An impairment loss
is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.

Segmental reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the Chief
Operating Decision maker (Board of Directors). Management allocates resources toi and assess the
performance of the operating segments of the Group. The operating segments are b[sed on the Group's
management and internal reporting structure. [n accordance with IFRS 8 the Groupihas the following
geographical segments; Kenya and Regional market segments (see note 40).

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result ofpast
events and it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate of the amount of the obligation can be made.

Where the effect of the time value of money is material, the amount of a provision is the present value of the
expenditure expected to be required to settle the obligation, discounted at arate that reflects current market
assessments of the time value of money and the risks specific to the liability.

Provision for employee entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made
for the estimated liability for annual leave accrued at the reporting date. The group's unionisable staff who
resign or whose services are terminated either due to illness or other reasons after completion of ten years of
continuous and meritorious service are entitled to twenty one days'pay for each completed year of service
by way of gratuity, based on the wages or salary at the time of such resignation or terrnination of services, as

provided for in the trade union agreement. The group's employees under contract tenns are also entitled to
gratuity at the rate of 25oh of their annual basic salary for each completed year of servipe. An employee who
is dismissed or terminated for gross misconduct is not entitled to gratuity. The service'gratuity is provided
for in the consolidated financial statements at the present value ofbenefits payable as it accrues to each
employee.
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ACCOUNTING POLICIES (Continued)

Employee benefits

i) Short-term benefits

Short-term benefits consist ofsalaries, bonuses and any non-monetary benefits such as medical aid
contributions and free services. They exclude equity based benefits and termination benefits. Short-term
employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided.

A provision is recognised for the amount expected to be paid under a shoft-term cash bonus only if the
group has a present legal or constructive obligation to pay this amount as a result ofpast services
provided by the employee and if the obligation can be measured reliably.

ii) Retirement benefit costs

The group operates a funded defined contribution pension scheme for senior and supervisory staff, as

well as an in-house gratuity scheme for unionisable employees. The group also contributes to the
statutory National Social Security Funds in Kenya and Uganda. These are defined contribution schemes
registered under Acts of Parliament in the respective countries. Contributions are determined by local
statutes in Kenya and Uganda. The group's obligations under the schemes are lirnited to specific
contributions legislated from time to time.

The Group's obligations to all staff retirement benefits schemes are charged to profit or loss as they fall
due.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the
current year.

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the company's accounting policies, which are described in note 2, the directors are
required to make judgements, estimates and assumptions about the carrying amounts, of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognisea in ttre period in which the estimate is revised if the revision lff..t. only thaiperiod,
or in the period ofthe revision and future periods ifthe revision affects both current aind future periods.

Key areas of judgement and sources of estimation uncertainty

The following are the critical judgements and key assumptions concerning the future, Bnd other key sources
of estimation uncertainty at the balance sheet date that have had the most significant qffect on amounts
recognised in the financial statements and that have a significant risk of causing matertial adjustment to the
carrying amounts of assets and liabilities within the next financial year:

a) Critical judgements in applying accounting policies

Deferred income lax

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilised. Significant mana$ement judgment is
required to determine the amount of defened tax assets that can be recognised, babed upon the likely
timing and level of future taxable profits together with future tax planning strategfes.
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NorES To rHE coNSoLIDATED AND coMpANy FTNANCTAT- srle,rnrraENTs
(Continued) 

I

I4. CRITICAL ACCOTJNTING JUDGEMENTS AND KEY SOURCES OF ESTIN{ATION UNCERTAINTY
(Continued)

b) Key sources of estimation uncertainty I

Property, plant ond equipment and intangible assets 
I

The Group reviews the estimated useful lives of property, plant and equipn{ent and intangible assets at
the end ofeach reporting period. 

I

Impairment 
i

At each reporting date, the Group reviews the carrying amounts of its assets 
Jto 

determine whether there
is any indication that those assets have suffered an impairment loss. [f any s{rch indication exists, the
recoverable amount of the asset is estimated in order to determine the extentlof the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual psset, the Group estimates
the recoverable amount of the cash generating unit to which the asset belon$.

Any impairment losses are recognised as an expense immediately. Where arl impairment loss

subsequently reverses, the carrying amount of the asset is increased to the refised estimate of its
recoverable amount. A reversal of an impairment loss, other than that arisin$ from goodwill, is

recognised as income immediately. 
i

Determining whether goodwill is impaired requires an estimation of the valu{ in use of the cash
generating units to which goodwill has been ailocated. I

I

GROUP dOUPNNY
20t6 2015 2016 20ts

KShs'000 KShs'000 fshs'000 KShs'000
5. REVENUE 1

Bagged cement - local
Bagged cement - export
Bulk cement - local
Paving blocks

6. COST OF SALES

Raw materials used
Furnace oil
Coal
Factory staffcosts
Power
Factory depreciation
Maintenance costs
Raw materials transport
Transport and import duty
Factory direct supplies
Fuel and repairs
Factory insurance
Exploration expenses
Explosives
Royalties
Factory water
Factory land rates and rent
Consultancy fees
Hired equipment
Other production overheads

8,871,456 8,417,621 8,822,902 8,308,592

8,071,528
219,982
565,049

14,897

2,419,160
87,049

979,010
1,196,079

936,677
585,367
374,832
229,394

24,840
5 I,884

l5 I ,875
33,054
4,651
6,487

120,645
26,261

3,828
13,257
37,961

1,637

7,745,416
39s,430
276,775

2,154,026
72,599

875,570
I, r 88,874

872,009
431,720
245,727
188,753
130,67 5

104,344
I 50,862

15,426
t2

5,531
108,712
20,474

3,620
12,167
7,800
2,214

8,071,528
171,428
56s,049

14,897

2,4t9.160
87,049

979,010
1,196,079

936,677
585,367
374,832
229,394

7,745,416
286,401
276,775

-------+

2,154,026
72,599

875,570
I, l 88,874

872,009
43t,720
245,727
188,753

5 1,884
l5 r,875
33,054

4,651
6,487

t20,645
26,261

3,828
t3,257
37,96t

1,637

104,344
150,862

15,426
t2

5,531
108,712
20,474

3,620
12,167
7,800
2,214

7,283,948 6,591,1 15 7,259,108 ' 6,460,440
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(Continued)
GROUP

2016 2015
KShs'000 KShs'000

7 OTHER OPERATING INCOME

8

Exchange gain on foreign
currency transactions

Rent and electricity recovery
Sundry income

SELLING AND DISTRIBUTION
EXPENSES

Cement transport
Advertising and sales commissions
Fuel and repairs
Depot rent
Public relations costs
Provision for bad and doubtful debts

ADMINISTRATION AND
ESTABLISHMENT EXPENSES

Staff costs
Depreciation of property, plant
and equipment

Amortisation of intangible assets

Amortisation of prepaid
operating leases

Office supplies
Travelling expenses
Hired services
Telephone and postage

Company functions
Board expenses
Printing and stationery
Motor vehicle expenses
Computer expenses
Electricity
Office general expenses

78,768 208,751

19,199
59,569

I,539,809

98,830

5,673
20,126

182,952

1,429,522

123,068

l4l
34,656
2t,414
67,943
1,527
2,104
7,643
9,003
8,629

34, I 58
2,145

59,948

127,910
22,234
19,913
27,276
13,047
87,357

240,789
107,088
24,832
26,847
28, t9 I
25,986

297,734 453,733

9

127
36,383
27,278
78,608
14,933

1,414
7,952
6,991
7,352

48,977
1,763

66,893

1,937,3t0 l,8l1,901 1,922,736

30

I,794,787

ATEMENTS

COMPANY
t6 20t5

'000 KShs'000

199
52,231
20,126

182,952

255,309

I

5

768

127,
l9 l3
19, l3
25
12,
77 J

t,528,4

98,

36,
27,
78,01

7,
6,
7,1

48,9 r

1,637
66,272

240,281
107,081
24,832
24,890
28,191
(4,987)

420,288

1,415,699

t22,670

,4

l4l
34,248
21,104
67,402
n,290
2,104
7,643
8,763
8,297

34,124
2,018

59,284
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NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL S

(Continued)
GROUP

2016 20ts
KShs'000 KShs'000

IO. OTHER OPERATING EXPENSES

Professional fees

Subscriptions
Donations
Bank charges
M iscellaneous expenses

Auditors' remuneration
Inventory provisions
Exchange loss on other foreign
currency transactions and balances

INTEREST INCOME

Interest income

Interest on overdraft
Interest charged on loans
Interest on loan swap liability
Interest on lease obligation
Fair value loss on derivatives (note 23)
Less: Amounts included in the cost of

qualifoing assets (note 32(e))

17,128
602

8,868
790,945

148,775
) )1)
1,502

55,030
21,945

7,908
109,770

J

160,360

I,015,803 347,202

6
884

5,4
l,

ll

4,357 4,068

Interest income was earned on short term and restricted deposits which were held

Bank Limited and Housing Finance Company Limited respectively during the year,

GROUP
20t6 2015

KShs'000 KShs'000

12. FINANCE COSTS

140,968
3 15,591

s7,672
724

t03,270

156,547
t24,159
62,023

I,370
87,738

(62,s 10)

6r8,r25 369,327

3I

TEMENTS

COMPANY
l6 2015

KShs'000

I

t7

7.

790

128

142,850
) )'7''

1,502
54,829
21,945
6,750

109,770

)

982

I 13

884

53

32

3l ,591
,672
724

,270

(62,5 l0)

6l ,125 369,327

6 339,918

3,7 5l

Kenya Commercial

COMPANY
2016 2015

K '000 KShs'000

,868 156,547
124,159
62,023

1,370
87,738
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IGROUP I COMPANY
2016 2015 t, 2016 2ot5

KShs'000 KShs'000 tst r'OOO KShs'000

13. PROFIT BEFORE TAXATION

The profit before taxation is arrived at

after charging:

Directors' emoluments:
- Fees

- Other emoluments
Auditors' remuneration
Staffcosts (note l5)
Depreciation (note l8)
Prepaid operating lease rentals (note 20)
Inventory provisions
Interest expense
Fair value loss on derivatives
Foreign exchange loss on foreign currency

transactions and balances
Foreign exchange loss on foreign
currency loan

Provision for doubtful debts (note 26)

And after crediting:

Foreign exchange gain on loans
Provision for doubtful debts (note 26)
Gain on land compulsorily acquired by

the government for the standard gauge

railway project
Gain on disposal of property
Fair value gain on investment property

(note 2l )
Interest income (note ll)

r,008
6,938

16,422
2,735,888

687,471
t27

790,945
514,855
103,270

940
6,280
7,908

2,612,325
554,787

t4t
109,770
281,589

87,738

I,008
6,938

r 5,386
2,',|24,552

686,583
127

190,94s
5 14,855
103,270

160,360

305,706
50,453

1,426

6,238,797
4,357

77,342

174,834

836,962
613

7 ,273,113
4,068

2,298,493
2s1,609

58,535

128.707

305,706
t28,707

1,426

6,238,797
4,208

940
6,280
6,750

2,604,573
554,390

l4l
109,770
281,589

87,738

174,834
4,987

836,962
613

2,290,872
251,478

58,535

---f-'-

14. EXCHANGE (LOSSyGAIN ON FOREIGN CURRENCY LOAN

The exchange (loss)/gain on the loan arises mainly from the translation of the JapaneFe Yen denominated
loan to Kenya Shillings at the year-end. The loss resulted from the depreciation of thd Kenya Shilling by
5.3% (2015 - appreciation of 7oh) against the Japanese Yen during the year. Howevel, 50% (2015 - 50%) of
the loan was swapped with a USD loan (see note 23). I

GROUP COMPANY
2Ot6 2}ts 2016 2015

KShs'000 KShs'000 KShs'0$0 KShs'000

I5. STAFF COSTS

2,444,783
2l 1,303

64,548

3,9r8 3.688 3,9rB 3,688

2,73s,888 2,6t2,325 2,724,55L 2,604,s73

Salaries and wages
Provision for staff gratuity (note 3 I )
Pension contributions
National Social Security Fund (NSSF)

costs

2,4s6,058
2t 1,364

64,548

______-a
-------+

)z

7,273,1t3

_::1!::



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST
(Continued)

GROUP
2016 2015

KShs'000 KShs'000

I6. TAXATION

(a) Taxation charge

(b) Reconciliation of expected tax
based on accounting profit
to the tax charge

Current tax based on the adjusted
profit for the year at 30o/o

Prior year under provision (note l6(c))
7,023

7,023

Deferred taxation
- Credit for the year (note 34) (729,966)
- Prior year over provision
- On revaluation surplus of investment
Properties - current year 3l 1,940

- prior year under provision

l r,605
32,818

44,423

(282,349)
(5 I,93 l)

363,656
nt,202

(418,026) r 40,s78 (418

(41 l,003) l8s,00 r (41 l

2,202,621 l,l32,l

Accounting profit before taxation 3,734,752 7,342,071 3,773,

Tax at the applicable rate of 30oh I,120,426
Tax effect of items not deductible
fortax purposes 100,823

Tax effects on non-taxable income (l ,643,937)
Deferred tax credit not recognised I 1,685

Prior year deferred tax under provision

126,038
(2,245,301) ( l,

42,372
59,271

(411,003) I 85,001 (41 I

JJ

TEMENTS

COMPANY
2016 2015
s'000 KShs'000

6,952
32,818

,023 39,770

(282,349)
(sr,e3l)

3ll ,940 363,6s6
llt,202

r40,578

) 180,348

7,467,801

3 2,240,340

t26,038
(2,240,340)

59,271

) 180,348

,023

,966)

J

7_)

7
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST
(Continued)

GROUP
2016 2015

KShs'000 KShs'000

16. TAXATION (Continued)

(c) Taxationrecoverable

At beginning of year
Charge for the year (note l6(a))
Prior year under provision (note l6(a))
Paid in the year

79,241
(7,023)

4,593

I 16,188
(l1,605)
(32,818)

7,476

At end ofyear 76,81 I 79,241

17. EARNINGS PER SHARE

Earnings per share is calculated by dividing the profit attributable to shareholders
shares in issue during the year.

GROUP
2016 20t5

KShs'000 KShs'000

Earnings for purposes ofbasic
and diluted earnings per share 4,145,755 7,157,070 4,

Number of ordinary shares (thousands) 90,000 90,000

Earnings per share basic and diluted (KShs) 46.06 79.52

There were no potentially dilutive ordinary shares outstanding at 30 June 20 l6 or 30
diluted earnings per share is the same as the basic eamings per share.

TEMENTS

COMPANY
2016 20ts

KShs'000

,023)
It7.25t
(6,9s2)

(32,818)
9t7794

t69 78,398

the number of ordinary

COMPANY
2016 20t5
'000 KShs'000

708 7,287,453

90,000

46.50 80.97

une 2015. Therefore a

1,



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

18. PROPERTY, PLANT AND EQUIPMENT

(a) Year ended 30 June 2016

GROUP

COST OR VALUATION

At I July 2015
Additions
Transfer from Work in progress (note 19)

Disposals

At 30 June 2016

COMPRISING:
Valuation as at 30 June 20 I 3

Cost

At 30 June 20 I 6

DEPRECIATION
At I July 2015
Charge for the year
Eliminated on disposals

Ar 30 June 2016

NET CARRYING AMOI.JNT
At 30 June 2015

At 30 June 2016

Freehold
land

KShs'000

260,32s
l 00,000

360,325

I 92,888
l6't,437

360.32s

260.325

360,325

Buildings
KShs'000

1,225,382

3,0 l7

t,228,399

I,088,434
139,965

t,228.399

Plant and
machinery
KShs'000

7,t48,798
360,948

7,509,746

2,383,t20
5,126,626

7,509,746

613,1'12
459,630

I,072,802

6,535,626

6,436,944

Motor
vehicles

KShs'000

Computers, office
equipment,

furniture and
finings

KShs'000
Total

KShs'000

9,662,052
467,001

3,017
( r3,970)

974,192
687,477

(8,474)

I ,653,1 95

8,687,860

8,464,905

878,556
2,284

( r 3,970)

866.870

206,506
660,364

866,870

2s3,282
tu,677

(8,474)

409,484

625.274

457.386

148,991

3,769

152,'760 l0,r 18.100

152,760
3,870,948
6,24't,152

152,'760 l0,l 18,r00

56, I 06
3t,134

51,632
32,036

87.240

t,169,27 6

1,141,159

83,668

9'7,359

69.092

35

The property, plmt sd eqlipndr *ft r€valued by Tr.Bcounry v.lEB Limn.d, .egkr@d valueu, as at 30 Juc 2013. The land *a v.lued on .n Op€n Mul(et Vale b8is lhil€ rhe
orhd a$els t{* vahed o 6 Depreciated R.plaetr CGi basis. Th. goupt policy is lo ..vah. propqly, pl.n{ ed cquipnent .t lea3l one every fiv. y.srs (rcfs ro noi. 3).

Propcnis lM.d by ttrc g.6up, Land R€fftnce .mb.6 337/539. 8649, 9767 ed 8785, and plant ed m.hin*y haw ben ch.rged to secm ld. faciliris 6 disclosed undr nore 35.



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

18. PROPERTY, PLANT AND EQUIPMENT (Continued)

(a) Year ended 30 June 2015

GROUP

COST OR VALUATION

At I July 2014
Additions
Transfer from work in progress (note l9)
Disposals
Disposal of leased vehicles

At 30 June 20 I 5

COMPRISINC:

Valuation as at 30 June 2013
Cost

Ar 30 June 20 I 5

DEPRECIATION

At I July 2014
Charge for the year
Eliminated on disposals
Eliminated on disposal of leased vehicles

260.32s

Freehold
Iand

KShs'000

260,325

I 92,888
67,437

26032s

Buildings
KShs'000

t,122,167
19,898

83,3 l7

1.225.382

1,088,434
t36,948

1,225,382

28,054
28,052

Plant and
machinery
KShs'000

5,926.922
348,737
873,139

7,148,798

2,383,120
4,765,6'78

7,t48,798

294,733
3 18.439

Motor
vehicles

KShs'000

Computers, oflice
equipment,

furniture and
finings

KShs'000
Total

KShs'000

8,228,985
545,651
956,456

(7,039)
(62.00r )

9,662,052

3,870,948
5,79t,t04

9.662.0s2

484,434
554,'787

(3,028)
(62,00 l )

808,61 I
138,985

(7,039)
(62,001)

878,5 56

206,506
672,050

878.556

139,077
179,234

(3,028)
(62,001)

l 10,960

38,031

148.991

148,99 l

148,991

22,570
29,062

At 30

NET CARRYING AMOUNT

At 30 June 2015

613,172 253,282 51,632 974,t92

1,169,216260,32s

36

6,535,626 625.274 97.359 8,687,860

-------36,106701 5



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

18. PROPERTY, PLANT AND EQUIPMENT (Continued)

(b) Year ended 30 June 2016

COMPANY

COST OR VALUATION

At 1 July 2015
Additions
Transfer from work in progress (note l9)
Disposals

At 30 June 20 I 6

COMPRISING
Valuation as at 30 June 2013
Cost

At 30 June 2016

DEPRECIATION
At I July 2015
Charge for the year
Eliminated on disposal

At 30 June 2016

NET CARRYING AMOUNT
At 30 June 2016

Freehold
land

KShs'000

260,32s
100,000

360,32s

192,888
167,43'l

360,325

360.325

Buildings
KShs'000

t,225,382

3,01 7

1,228,399

1,088,434
t39,965

1,228,399

56, I 06
3 r .134

87,240

1,14t,159

Plant and
machinery
KShs'000

'1,t48;198

360,948

7,509;746

2,383,t20
5,126,626

7,509,'746

6t3,172
459,630

1,072,802

6.436.944

Motor
Vehicles

KShs'000

Computers, office
equipment,

fumiture and
fittings

KShs'000
Total

KShs'000

875, I 56
2,284

( 13,970)

863,470

148,8 I 0
3,769

9,658,47t
467,001

3.0 l7
( r 3,970)

206,s06
6s6,964

t52.579 10, I 14,5 t9

t52,579
3,870,948
6,243,571

152,579 10, I 14,5 l9863,470

252,924
163,794

(8,474)

51,5t7
32,025

973,719
686,583

(8,474)

408,244 83,542 1,65 1,828

8,462,691455,226 69,037

The registered valuers, as at 30 June 2013. The land was valued on an Open Market Value basis while the
assets were valued on a Depreciated Replacement Cost basis. The Group's policy is to revalue property, plant and equipment at least once every five years (refer to note 3).

5t



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

18. PROPERTY, PLANT AND EQUIPMENT (Continued)

(b) Year ended 30 June 2015

COMPANY

COST OR VALUATION

At I July 2014
Additions
Transfer from work in progress (note l9)
Disposals
Disposal of leased vehicles

At 30 June 2015

COMPRISING:

Valuation as at 30 June 2013
Cost

At 30 June 2015

DEPRECIATION

Ar I July 2014
Charge for the year
Eliminated on disposals
Eliminated on disposal of leased vehicles

Freehold
land

KShs'000

260.325

260J25

r 92,888
67,437

260,325

Buildings
KShs'000

1,122,167
19.898

83,317

t,225,382

1,088,434
t36,948

1,225382

28,054
28,052

Plant and
machinery
KShs'000

5,926,922
348,737
873, l 39

7,148,798

2,383.t20
4,765,6'18

7,148,798

294,733
3 18,439

Motor
vehicles

KShs'000

Computers, office
equipment,

furniture and
fittings

KShs'000
Total

KShs'000

808,61 l
135,s 85

(7,039)
(62,001)

875, l 56

206,506
668,650

875, I 56

r 39,078
I 78,875

(3,028)
(62.00 r )

n0,779
38,03 r

8,228,804
542,25t
956,456

(7,039)
(62,001)

t 48,8 l0 9,658,47 |

148,810
3,870,948
5,787,523

148,8 I 0 9,658,471

22,493
29,024

484,358
554,390

(3,028)
(62,00r )

NET CARRYING AMOUNT

Ar 30 June 20 I 5

613,r72 252,924 5 1,5 l7 973,7 t9

|,169,27626032s

38

6,535,626 622,232 97,293 8,684,752

Ar 30 June 2015 - 56.106



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

18. PROPERTY, PLANT AND EQUIPMENT (Continued)

(c) If the revalued property, plant and equipment were carried in the financial
balances at year-end would have been as follows:

30 June 2016

Cost
Accumulated
depreciation

Net carrying
amount

30 June 2015

Cost
Accumulated

depreciation

Freehold
land

KShs'000

167,437

Buildings
KShs'000

1,1 90, 1 94

(352,407)

Plant and
machinery
KShs'000

10,208,793

(5,273,556)

Motor
vehicles

KShs'000

1,504,446

(1,237,025)

:::!:1 837,787 4,935,237 267,421

67,437 1,187,177

(324,284)

9,847,845

(4,943,722)

1,516,132

(t,t32,17 4)

Net carrying
amount 67,437 862,893 4,904,123 383,958

(d) Finance leases

There were no additions made during the year under finance leases. Leased
for the related finance lease liabilities.

(e) Fair value hierarchy:

GROUP

As at 30 June 2016

Level I

KShs'000
Level 2

KShs'000

Property, plant and equipment 8,464,905

As at 30 June 2015

Property, plant and equipment 8,687,860

There were no transfers between Levels 1,2 and 3 in the period.

39

8,687,860

TEMENTS (Continued)

at historical cost, the

Computers
office

equipment,
furniture and

fittings
KShs'000

s46,868

(483,812)

Total
KShs'000

13,617,738

(7,346,800)

:::19:

543,099

(4s4,548)

6,270,938

13,161,690

(6,8s4,728)

Level

88,551 6,306,962

are pledged as security

Total
fair value

KShs'000

8,464,90s

statements

J"Y



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL S

18. PROPERTY, PLANT AND EQUIPMENT (Continued)

(e) Fair value hierarchy: (Continued)

COMPANY

As at 30 June 2016

Level I

KShs'000
Level 2

KShs'000

Property, plant and equipment

As at 30 June 2015

Property, plant and equipment 8,684,752

There were no transfers between Levels 1,2 and 3 in the period.

The land was valued on an open market value basis while the other assets

replacement cost basis.

I9. CAPITALWORK-IN-PROGRESS

COST

At the beginning of the year
Additions
Impairment charge

Transfers to property, plant and equipment (note l8)

At end of the year 
:::\y:

Work in progress mainly relates to costs incurred towards assembling a grate cooler

40

J

TEMENTS (Continued)

Total
fair value

KShs'000

8,684,752

valued on a depreciated

COMPANY
2015

KShs'000

701,740
409,320

l,l I 1,060
(956,456)

154,604

the kiln.

KShs

GROUP
2016

KShs'000

154,604
l0l,l86
(73,800)

181,990
(3,017)

:\::?f:::,:::?:::



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL

20. PREPAID OPERATING LEASES

COST

At the beginning of the year
Disposal

At end ofthe year

AMORTISATION

At the beginning of the year
Charge for the year

At the end of the year 3,656

NET CARRYING AMOUNT

At end of the year 
:::r2r_:

The Group and Company have entered into operating lease agreements for leasing
extracts limestone. These leases have an average life of 952 years with a renewal
contract.

21. INVESTMENTPROPERTIES

Investment properties relate to two pieces of leasehold land held by the Group
arrangements. The land was valued at KShs 15.7 billion by Vineyard Valuers
valuers, as at 30 June 2016. The fair value was determined based on the
reflects the recent transaction prices for similar properties and restrictions on use of
to invasion by squatters. The fair value of the two properties without any
invasion of squatters is KShs 17.2 billion.

At the beginning of the year
Gain on fair value

At end ofyear

Parts of the investment properties are currently occupied by squatters. Court orders l

granted in favour of the Group and Company. The Group and Company continue to
reclaim the occupied properties.

4l

several avenues to

(Continued)

GROUP
201,

KS

12,8

t2,877

ND COMPANY
2015

KShs'000

12,886
(e)

12,877

3,529
127

3,388
l4l

3,529

9,348

most of its land where it
on expiry of the

long-term lease

accredited independent
market approach that

ofthe properties due
on use arising from the

COMPANY
2015

KShs'000

2,225,046
7,273,113

15,736,956 9,498,159

in the past been

STA.TEMENTS
I

GROUP AND
2016

KShs'000

9,498, r59
6,238,797



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

21. INVESTMENTPROPERTIES(Continued)

Fair value hierarchy:

GROUP AND COMPANY

As at 30 June 2016

Level I

KShs'000

Investment propefties

There were no transfers between levels l, 2 and 3 in the period.

GROUP AND COMPANY

As at 30 June 2015

Level I

KShs'000

lnvestment properties

There were no transfers between levels 1, 2 and 3 in the period.

The fair value was determined based on the comparable market approach that
prices for similar properties and restrictions on use of parts of the properties due to

22. INVESTMENT IN SUBSIDIARY

Company
Beneficial
ownership

The East African Portland Cement Company
Uganda Limited

The principal activity of the subsidiary is the sale of cement purchased from the
All subsidiary undertakings are included in the consolidation. The proportion of the
subsidiary undertakings held directly by the parent company do not differ from the
shares held. The subsidiary has not issued any preference shares.

42

Level 2
KShs'000

15,736,956

Level2
KShs'000

9,498,159

KShs

TEMENTS (Continued)

Total
fair value

KShs'000

Total
fair value

KShs'000

9,498,159

the recent transaction
by squatters.

20t6 2015
KShs'000

JLe

Country of
incorporation

l00o/o Uganda 2,500 2,500

company,
rights in the

of ordinary

:::!::::::

,.rL,,
*.n''fo:

I



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

23. LOAN SWAP

As part of its asset and liability management, the Group and Company use deri

order to reduce its exposure to foreign culrency risks. This is done by engaging

Currency swaps relate to contracts taken out by the group with a financial i
receives or pays cross currency to the financial institution. In a currency swap,

amount in one currency and receives a specified amount in another culrency
settled.

The table below shows the fair values of derivative financial instruments,
year-end.

Assets

Cross currency swap

Liabilities
Cross currency swap

The group exchanged a Japanese Yen loan payable ofJPY 1,461,280,000 for a US$
resulting in a loss of KShs 103,270,000 as at 30 June 2016 (2015 - loss of KShs 87

instruments are carried in the books of account at fair value. The swaps will mature

24. DEPOSITS

Short-term deposits:
Kenya Commercial Bank Limited

Restricted deposits:
Housing Finance Company Limited

The short-term deposits mature within three months and the weighted average i

deposits at 30 June 2016 was 10.5% (2015 - 8.5%).

The deposits with Housing Finance Company Limited have been held as collateral
weighted average interest rate earned on the deposits at 30 June 2016 was2.37Yoo/o

43

TEMENTS (Continued)

rves for hedging purposes in
currency swaps.

in which the group either
group pays a specified

swaps are mostly gross-

as assets or liabilities at

D COMPANY
Restated

2015
KShs'000

1,305,321 1,573,964

GROUP

2016
KShs'000

r, 186,082 1,430,280

GROUP
20t6

KShs'000

36,s53

3 I,896

68,449

18,409,754 equivalent

). The derivative
20 March2020

COMPANY
2015

KShs'000

33,673

31,31 I

64,984

rate earned on the

staffmortgages. The
ts - 2.37%).



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL S

GROUP
2016 2015

KShs'000 KShs'000

25. INVENTORIES

26.

Consumables
Raw materials
Work-in-progress
Finished products

Provision for obsolete inventories

Gross trade receivables
Impaired trade receivables

Net trade receivables

Staff receivables
Deposits, prepayments and

other receivables

1,346,118 1,856,282 1,335

The cost ofinventories recognised as an expense during the year in respect of
2.4 billion (2015: KShs 2. I billion).

No inventory was written off in the current year.

TRADE AND OTHER RECEIVABLES

GROUP
2016 2015

KShs'000 KShs'000

2,131,916
138,740

17,351
46, I 88

2,334,t9s

(988,077)

592,295
(328,577)

263,718

I15,714

146,t42

1,75 1,989
189,477

4,626
107,322

2,053,414

(197,132)

905,408
(278,124)

s27,284

lL5,282

446,887

525,574 1,089,453

Trade receivables are non-interest bearing. The average credit period on sales of
(20 I 5 - 2 I days). The bulk of the trade receivables are covered by bank guarantees in
terms and conditions relating to related party receivables, refer to note 27.

Deposits, prepayments and other receivables are unsecured, non-interest bearing and

approximate their fair value.

44

TEMENTS (Continued)

COMPANY
t6 20t5

KShs'000

20
KShs'

459,91

173

115,66

I10,52

1,75 1,988
t89,477

4,626
93,000

2,039,091

(197,132)

8 1,84 I ,959

operations was KShs

COMPANY
2015

KShs'000

641,380
(217,3ee)

423,981

115,233

403,561

399,452 942,775

goods is 24 days
ofthe group. For

carrying amounts

2,13rlel6
r 381740

l7+3s r

3s,r08

---t-
2,323,lts

(e88,177)

---1--



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL S TEMENTS (Continued)

26. TRADE AND OTHER RECEIVABLES (Continued)

As at 30 June, the aging analysis of trade receivables was as follows:

GROUP
2016

COMPANY
2015 t6 20t5

KShs'000KShs'000 KShs'000 KShs

Neither past due nor impaired
Past due but not impaired

trade receivables:
Between l5 and 30 days
Between 3l and 60 days

Over 60 days

Total trade receivables not impaired
Impaired trade receivables

Gross trade receivables

178,800 3t2,575 275,471

57,613
27,268
63,629

423,981
217,399

641,380

over 120 days old. The

121

24,343
20,920
39,6s5

57,000
89,537
68,172

527,284
278,124

263,718
328,s77

592,295 805,408

The Group has provided for all receivables that are impaired. These receivables
movement in the provision for credit losses is as set out below:

GROUP

Year ended 30 June 2016

At the beginning of the year
Additions
Reversals

At end ofthe year

Year ended 30 June 2015

At the beginning of the year
Additions
Reversals

At end ofthe year

COMPANY

Year ended 30 June 2016

At the beginning of the year
Additions

Trade
receivables

KShs'000

Other
receivables

KShs'000

54,512
8,089

54,512
8,089

Total
KShs'000

278,t24
79,265

(28,8t2)

328,577

252,138
28,474
(2,488)

278,124

217,399
69,253

332,636
87,354

(28,812)

62,60t 39r,178

54,512 306,650
28,474
(2,488)

54,512 332,636

271,91
77.342

:::?::::
At end ofthe year
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL S

26. TRADE AND OTHER RECEIVABLES (Continued)

COMPANY (Continued)
Trade

receivables
KShs'000 KShs

rece

Year ended 30 June 2015
At the beginning of the year
Reversals

222,386
(4,e87)

At end of the year 217,399

27. RELATED PARTIES

Outstanding balances arising from transactions with related companies.

GROUP
2016 2015

KShs'000 KShs'000
(a) Amount due from related parties:

The East African Portland Cement
Company Uganda Limited
Bamburi Cement Limited

Fees for services as directors
Other emoluments

474 474

474 474

East African Portland Cement Uganda Limited is wholly owned subsidiary of
Cement Company Limited. Bamburi Cement Limited own 12.5% of the
Portland Cement Company Limited,Cementia Trading AG and Lafarge SA
shares in East African Portland Cement Company Limited .

The amount owing from Bamburi Cement Limited relates to deposits made by
Cement Company Limited for the purchase of clinker as well as the use of the
Bamburi staff. No interest is charged on balances due from related companies.

The following transactions were carried out with related parties during the year:-

(b) Transactions with related parties:
GROUP

20t6 20ts
KShs'000 KShs'000

Sales to The East African Portland
Cement Uganda Limited

Purchase of clinker from
Cementia Trading AG and
Lafarge SA 758,177

(c) Directors' remuneration:

I,008
6,938

940
6.280

::1=?::::I:::
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7,220

54,5

TEMENTS (Continued)

Total
KShs'000

276,898
(4,987)

54,512 27 l,9l I

l6
ANY

2015
KShs'000

365,776
474

366,2s0

East African Portland
shares in East African
l4.6Yo of the ordinary

African Portland
s clinic by

201
ANY

2015
KShs'000KShs'

167, 241,t87

7 58,t77

1,008

6,938
940

6.280

:::I-:::

,J
.I

4o2,tbs
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAI, S

27. RELATED PARTIES AND RELATED PARTY TRANSACTIONS

GROUP

(d) Key management compensation:

Short-term employee benefits
Post employment benefits

28. BANK ANDCASH BALANCES

Bank balances
Cash on hand

2016
KShs'000

81,902
6,938

88,840

20t5
KShs'000

82,848
10,744

93,592

99,137
30,1 8 1

97,000
1,213

r29,3r8 98,213

Bank balances do not eam any interest.

29. SHARE CAPITAL AND RESERVES

(a) Share capital
Authorised:
126,000,000 shares of KShs 5 each 630,000

Authorised, issued and fully paid:
90,000,000 shares of KShs 5 each 450,000

(b) Share premium

The share premium is not distributable and represents the amounts above the
by the company on issue of ordinary shares.

(c) Asset revaluation reserve

The asset revaluation reserve is not distributable and is used to record increases
property, plant and equipment and decreases to the extent that such decrease in
increase in value on the same asset previously recognised in equity.

(d) Foreign currency translation reserve

The foreign currency translation reserye is used to record exchange differences
of the financial statements of the foreign subsidiary, The East African Portland C

:::if::

:::1{:
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Uganda Limited

TEMENTS (Continued)

COMPANY
20t6 2015
'000 KShs'000

81,902
6,938

82,848
10,744

,840

,840 93,592

6,099
79,335

1,146

80,48 r

4s0,000

value of shares received

the fair value of
relates to an

ing from translation

I

:::3f::63
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STA

30. DIVIDENDS PAID

Dividends payable at the beginning of the year
Final dividend for 2014 (2015 - Nil)
Paid during the year (Final dividend for 2014 (2015 - Nil)

As at 30 June

Approved at the annual general meeting
(recognized as a liability as at 30 June)

Final dividend for 20 l4 (20 I 6 and 20 I 5 - Nil)

Payment of dividend is subject to withholding tax at the rate of 5Yo for resident and

shareholders respectively

3I. STAFF GRATUITY

This represents outstanding obligations in respect ofstaffgratuity payable under the
Agreement for unionisable staff and staff on contract. The movement during the

GROUP
20t6 2015

KShs'000 KShs'000

Balance at the beginning ofthe year
Paid during the year
Provision for the year

1,035,653
( 158,047)
2t 1,364

917,954
( 102,060)
219,759

At end ofvear l,088,970 1,035,653

32. LONG-TERM LOANS

(a) JAPANESE LOAN

The Overseas Economic Co-operation Fund of Japan (JICA) loan guaranteed by
denominated in Japanese Yen and is repayable in 4l half yearly instalments by
interest accruing at 2.5o per annum. The principal loan balance as at year end
(20 r5 - JPY 1,826,600,000).

Loan principal
Accrued interest

As at end ofyear

48

1,529,897 1,549,208

(Continued)

GROUP
2016

KShs'000

101,680

2016
KShs'000

1,525,086
4,81 I

COMPANY
2015

KShs'000

38,079
67,500
(3,899)

l0 r,680 l0l,680

l0 1,680 101,680

lYo for non-resident

Bargaining
was as follows:

201
ANY

20t5
KShs'000KShs

(ts7,9s
917,954

( 102,060)
219,4522n

l,035,346

Govemment is
March 2020 with

- JPY I ,46 I,280,000

GROUP AND

1,544,t06
5,102

I

COMPANY
2015

KShs'000

!--------
f--------



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STA

32. LONG - TERM LOANS (Continued)

(b) ASSET FINANCE LOANS

The Group made no purchases of plant and machinery financed through a facility
Limited (2015: cost of KShs 28,000,000). The interest rate during the year was at

The loan was secured against the assets financed.
The group obtained an asset based finance loan of KShs 323,636,000(201 5: KShs
KCB Bank Kenya Limited at annual interest rates of 15.3 %(2015 - l4%).The
composite working capital facilities are secured by an all asset debenture over all
and a legal charge over certain properties owned by the company, Land Reference
9767 and 8786, and a fixed and floating debenture over the company's assets to an

KShs 4,224,000,000.

Loans principal
Accrued interest

As at end ofyear

(c) MATURITY ANALYSIS OF LONG TERM LOANS:

Japanese loan
Asset finance loans

Total loans
Less: repayable within one year

Repayable after one year

(d) PosT TMPORT FTNANCE LOANS

The Group purchased imported bulk raw materials at a cost of KShs
KShs 300,906,000) financed through a post import finance facility from KCB
interest rate during the year was at 15.3%o (2015 - l4Yo). The loans are repayable
secured under the composite facility with Kenya Commercial Bank Limited

As at end ofyear

(e) The borrowing costs capitalized in relation to construction and installation of
year amount to KShs Nil (201 5 - Kshs 62,5 I 0,04 I ).

49

assets during the

':_:::l:2

2,176,606 2,172,077

(201s

(Continued)

Stanbic Bank
(201s - t0.s%).

751,000) from
based finance and

assets of the Company
337 1639,8649,
value of

COMPANY
20t5

KShs'000

t,464,754
5,257

1,470,01I

1,549,208
1,470,01I

3,019,219
(847,142)

Kenya Limited. The
6 months and

to note 35)

COMPANY
2015

KShs'000

300,906

GROUP
2016

KShs'000

1,363,067
393

1,529,897
t,363,460

2,893,3s7
(716,7 st)

GROUP AN
2016

KShs'000



THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

33. OBLIGATIONS UNDER FINANCE LEASES - GROUP AND COMPANY

The group had commercial leases on certain motor vehicles. These leases had an a

the option of a one year renewal but no purchase options were included in the ,

restrictions placed on the group by entering into these leases. Future minimum
leases together with the present value of the net minimum lease payments were as

Minimum
payments
KShs'000

2016
Present

value of
lease

payments
KShs'000

Within one year
After one year but not more

than five years

Total minimum lease payments

Less: amounts representing
finance charges

Present value of minimum
lease payments

The interest rate applicable to the above leases is variable and was at an average of
over the period, which is the rate used by the bank to determine the periodic lease

held under finance leases contract at 30 June 2016 was fully depreciated (2015

KShs 105,884,000). There were no additions during the year.

50

Min

KShs

l7

t7

(Continued)

life of three years with
There were no
under the finance

2015
Present

value
of lease

payments
KShs'000

16,331

16,33 r

16,331

s%%(20ts - t0.s%)
The mobile plant

value

16,33
______l-

---__i

---_--F
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

34. DEFERRED TAXATION

GROUP AND COMPANY 2016

Movements in deferred tax during the year were as follows:-
Through

I July profit or
2015 loss

KShs'000 KShs'000
Deferred tax liabilities

Property, plant and equipment
Investment properties

Deferred tax assets

Tax loss (business)
Provision for staff leave
Provision for staff gratuity
Inventories provision
Staffdebts provision
Bad debts provision
Unrealised exchange loss

Balance as at end ofyear

GROUP AND COMPANY 2OI5

Deferred tax liabilities

Property, plant and equipment
Investment properties

Deferred tax assets

Tax loss (business)
Provision for staff leave
Provision for staff gratuity
Inventories provision
Staff debts provision
Bad debts provision
Unrealised exchange loss

2,542,123 267,082

2,067,265
474,858

( 1,086,106)
(32,769)

(310,604)
(59,140)
( 16,353)

(t37,223)
(320)

(464,210)
(28,83s)

(27s,386)
(26,20e)
(t6,372)

( 138,7 t 9)
( 103,668)

(44,8s8)
3 l 1,940

(674,989)
6,406

( 16,005)
54,956
(2,427)

(47,962)
(s,087)

(62t,896)
(3,e34)

(35,218)
(32,e3t)

l9
1,496

103,348

(1,642,515) (685,108)

899,608

1,812,429 254,836
474,858

t,812,429 729,694

Jt:f::)

(1,053,399) (s89,1 r6)

Balance as at end ofyear 759,030

5l

l40,578 899,608

(Continued)

At 30 June
2016

KShs'000

2,022,407
786,798

2,809,20s

( 1,761,095)
(26,363)

(326,60e)
(4, l 84)

( 18,780)
( r 8s,1 85)

(s,407)

(2,327,623)

481,582

2,067,265
474,858

2,542,t23

( l ,086, 106)
(32,769)

(3 10,604)
(s9,140)
( 16,353)

(137,223)
(320)

(1,642,s15)



THE EAST'AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

35 BANK OVERDRAFT

Kenya Commercial Bank Limited

The group has a composite working capital facility for bank overdraft, post import
and guarantees with the Kenya Commercial Bank Limited. The approved limit as

KShs I ,800,000,000(2015:Ksh 1,500,000,000) and drawings against this facility
rates. The composite working capital facility and asset based finance facilities are

debenture over all the assets ofthe Company and a legal charge over certain

company, Land Reference numbers 3371639,8&9,9767 and 8786, and a fixed
the company's assets to an aggregate value of KShs 4,224,000,000.

GROUP
20t6 2015

KShs'000 KShs'000
36. TRADE AND OTHER PAYABLES

Trade payables
Other payables and accruals
Advance receipts from customers

1,724,261
777,044

35,614

1,337,396
557,963
47,950

Balance as at end ofyear 2,s36,919 1,943,309 2,534,

Trade and other payables are non-interest bearing. The average credit period on
(2015 - 76 days). The group has financial risk management policies in place to
paid within the credit timeframe.

37. DIVIDENDS PAYABLE

Dividend payable

52

GROUP A
2016

KShs'000

1,606,770 556,003

(Continued)

COMPANY
2015

KShs'000

letters of credit
year-end was

interest at market
by an all asset

owned by the
floating debenture over

ANY
2015

KShs'000
20 6

KShs'

77
35,6

GROUP A
2016

KShs'000

1,337 ,396
552,448
47,950

1,937,794

is 80 days
that all payables are

COMPANY
2015

KShs'000

r 0l,680 101,680



38. STATEMENT OF CASH FLOWS

(a) Reconciliation ofprofit before taxation to cash generated from operations

GROUP
2016 2015

KShs'000 KShs'000

Profit before taxation 3,734,752 7,342,071 3, 705 7,467,801

Adjustments for:

687.477 554,787 6 6,s83 554,390

l4l

(837,575)

(7,273,113) (

(174,834)
219,759

t90,624

(244,230)

(80, I 55)

(Continued)

COMPANY
2016 2015
'000 KShs'000

,800

127 t4l

1,426 (837,575)

8,797) (7,273,n3)

(174,834)
219,452

Depreciation (note l8)
Impairment charge on work in

progress (note l9)
Amortisation on prepaid operating

leases (note 20)
Loss/(gain) on sale of property, plant

and equipment
Fair value gain on investment
property (note 2l)

Exchange gain/(loss) on foreign
currency loan

Staff gratuity provision (note 3 I )
Interest expense
-Long term loan
-Bank overdraft
-lnterest on lease obligations
-Derivative instrument
-Asset finance loan
lnterest income
Fair value loss on derivative

instrument

Working capital changes

Decrease in inventories
Decrease/(increase) in trade and
other receivables

Decrease/(increase) in trade and other
payables

Decrease in bonus and legal fees

lncrease in related party balances
Staff gratuity paid (note 3 I )

Cash generated from/(used in)
operations

73,800

127

1,426

(6,238,797)

30s,706
2t I,364

103,270

510,164

563,879

593,610

18,986
140,868

724
57,672

229,795
(4,357)

17,460
t56,547

1,370
62,023
44,t89
(4,068)

17,460
156,547

1,370
62,023
44,189
(3,7s 1)

21 1,303

87,738 I ,270 81,738

706

986
868
724

,672
,795

5

23

46

63)

t98,289

(321,723)

(82,767)

(33,167)
( r 02,060)

( 19,s90)

(rs8,047) (102,060) (r5

82e,s67 (3e,326) 8l
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

38. STATEMENT OF CASH FLOWS (Continued)

GROUP
2016 2015

KShs'000 KShs'000

(b) Movement in loans
(i) Japanese loan

Balance at the beginning ofthe year

Foreign currency exchange loss/(gain)
Repal.rnents during the year

1,544,106
305,706

(325,944)

2,009,187
(174,834)
(290,247)

(228,626)
l7l,39l

597,336
I,083,751
(216,333)

324,274
300,906

(324,274)

300,906

8,s64
t7,460
(5, r 02)

20,922
156,546
105,706

4,525
63,574

Balance at end ofyear

Payment of swap loans
Receipt from swap asset

Total loan repayment

(ii) Asset finance loans

Balance at the beginning ofthe year
Receipts during the year
Repayment ofasset finance loan

1,523,868 1,544,106 I

(383,504) (347,482) (3

(326,20s)
268,645

1,464,7 54
323,636

(425,324)

Balance at end ofyear

(iii) Post import finance loans

Balance at the beginning ofthe year
Receipts during the year
Repayments during the year

r,363,066 1,464,7s4 1,3

300,906
700,288

(1,001,194)

Balance at end ofyear

(c) Interest paid on borrowings

Balance at the beginning ofthe year
Interest charge on long-term loan
Accrued as at 30 June (note 32)

Interest paid on long-term loan
Interest paid on overdraft
Interest paid on asset finance loan
Interest paid on lease obligations
Interest on loan swap liabilities

5,1 02
r 8,986
(4,81 I )

19,277
140,868
237,039

3,879
69,916

470,979 351,273 470,Interest paid on borrowings

54

l6

35t,273

(Continued)

l,

COMPANY
2016 20t5
'000 KShs'000

106

,706
,944)

t,544,106

2,009,187
(174,834)
(290,247)

(3 ) (228,626)
t7 t,39l5

) (347,482)

,754 s97,336
1,083,75 I

(216,333),324)

,066 1,464,7 54

J ,906 324,274
300,906

(324,274)
,288

( 1,00 t94)

300,906

5 102

J

l8
(4 I l)

8,s64
t7,460
(5, r 02)

19,

140
237

J,

69

77

9

79

20,922
156,546
105,706

t 5)5

63,574

ATEMENTS
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

38. STATEMENT OF CASH FLOWS (Continued)

(d) Movement in lease obligations

Balance at the beginning
Repayments during the year

Balance at end ofthe year

(e) Analysis ofcash and cash equivalents

Short term deposits (note 24)
Bank and cash balances (note 28)
Bank overdraft (note 35)

16,33 r

(16,331)
16,33 I

( r6,33 r )

53,489
(37, l 58)

GROUP
2016 2015

KShs'000 KShs'000

COMPANY
2016 2015

KShs'000 KShs'000

16,33 I

36,s53
129,318

(t,606,770)

s3,489
(37, l s8)

16,33 r

33,673
98,213

(556,003)

36,553
104,939

(1,606,770)

33,673
80,481

(5s6,003)

( 1,440,899) (424,117) (t,455,278) (441,849)

39. RETIREMENTBENEFITSOBLIGATIONS

The Group, with effect from I July 2006, operates a defined contribution pension scheme for senior and

supervisory staff. The scheme was previously a non-contributory defined benefits pension scheme. The scheme
is administered independently by Alexander Forbes Financial Services (E.A) Limited, while its investments are

managed by Stanbic Investments Services (East Africa) Limited. Contributions to this scheme during the year

amounted ro KShs 64,544,000 (2015 - KShs 58,536,000).

The Group also operates an in-house gratuity scheme for unionisable employees. Contributions to this gratuity
scheme are governed by a collective bargaining agreement that is reviewed triennially and was last reviewed on

30 June 2013. These contributions are not invested or managed as a separate fund, but are self funded and are

fully provided for in the group financial statements.

The Group also contributes to the statutory defined contribution pension schemes in Kenya and Uganda, the

National Social Security Funds. Contributions to the statutory schemes are determined by statute in the

respective countries and are limited to specific contributions legislated from time to time. The group's
contributions are charged to profit or loss in the year to which they relate. Contributions to these schemes

during the year amounted to KShs 3,9 I 8,000 (201 5 - KShs 3,688,000).

40. REVENUE ANALYSIS AND SEGMENTAL REPORTING

The group revenues are derived from sales in the following markets

Local market - Kenya
Regional market (East Africa)

2016
KShs'000

8,651,474
219,982

2015
KShs'000

8,022,192
395,429

8,87 t,456 8,417,621
L--------_

Sales to the regional market are done through the wholly owned subsidiary, The East .A,frican Portland Cement
Uganda Limited, whose net assets constitute less than 5Yo of the group's total net assets. Segment reporting with
respect to net assets is, therefore, not considered of any real value. In addition, the loc4l sales are 98%(2015 -
95%) of the total revenue hence there is only one reportable segment.
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THE EAST AFRICAN PORTLAND CEMEN]'COMPANY LIMITED

NOTES TOTHE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

41. CAPITAL MANAGEMENT

The Group manages its capital to ensure that it will be able to continue as a going concern while optimising the
return to stakeholders through the optimisation of the debt and equity balance. The capital structure of the
Group consists of debt, which includes borrowings, cash and cash equivalents and equity attributable to equity
holders, comprising issued capital and retained earnings. Consistent with others irt the industry, the Group
monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total capital. Net
debt is calculated as total borrowings less cash and cash equivalents. Total capital is calculated as equity plus
net debt. The Group does not have a gearing ratio target and it is not subject to any imposed capital
requirements.

The constitution of capital managed by the group is as follows:

GROUP
2016 20ts

KShs'000 KShs'000

COMPANY
2016 20ts

KShs'000 KShs'000

Share capital
Share premium
Asset valuation reserve
Retained eamings

Equity(i)

Debt (ii)
Add: cash and cash equivalents

(note 37(e))

Net debt

Total capital

Gearing ratio

4s0,000
648,000

1,465,726
15,370,759

2,893,357

1,440,899

450,000
648,000

1,666,628
t1,024,102

3,336,456

424,117

450,000
648,000

1,465,726
1621,989

2,893,357

1,465,278

450,000
648,000

1,666,628
t 1,236,379

3,336,456

44t,849

17,934,485 t3,788,730 18,185,715 14,001,007

4,334,256 3,760,573 4,358,635 3,778,305

22,268,741 17,549,303 22,544,350 17,779,312

t9% 2t% 190 2t%

(i)
( ii)

Equity includes all capital and reserves of the group that are managed as capital.
Debt is defined as long term and short term borrowings, post import finance'and obligations under
finance leases (excluding derivatives as described in note 22).

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's activities expose it to a variety of financial risks, including credit risk and the effects of changes in
debt and equity market prices, foreign currency exchange rates and interest rates. The Group's overall risk
management programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on its financial performance.

Risk management is carried out by the finance/internal audit department under policies approved by the Board
of Directors. The finance/internal audit department identifies, evaluates and mitigates, financial risks. The
board provides written principles for overall risk management, as well as written polioies covering specific
areas such as foreign exchange risk, interest rate risk, credit risk, use ofnon derivativd financial instruments and
investing excess liquidity.

The Goup has policies in place to ensure that sales are made to customers with an appnppriate credit history
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NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)
l

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Credit risk

Credit risk arises from trade and other receivables, cash and cash equivalents, deposits with banks and amounts
due from related parties. The Group management assesses the credit quality of each customer, taking into
account its financial position, past experience and other factors. Individual risk limits are set based on internal
or extemal ratings in accordance with limits set by the Board. The utilisation of credit limits is regularly
monitored.

Before accepting any new customer, the Group uses a credit scoring system to assess the potential customer's
credit quality and defines credit limits by customer. Limits and scoring attributed to customers are reviewed
twice a year.

ln determining the recoverability of trade receivables, the Group considers any change in the credit quality of
the trade receivable from the date credit was initially granted up to the reporting date. The concentration of
credit risk is limited due to the customer base being large and unrelated. Accordingly, the directors believe that
there is no furthercredit provision required in excess of the allowance forcredit lo$ses already recognized.

The amount that best represents the Group's and Company's maximum exposure tO credit risk is made up as

follows:
Neither past due Past due but

nor impaired not impaired Impairld Total
KShs'000 KShs'000 KShs'000 KShs'000

GROUP

At 30 June 2016

328,517Trade receivables
Amount due from related party
Bank balances
Deposits

At 30 June 2015

Trade receivables
Amount due from related party
Bank balances
Deposits

COMPANY

At 30 June 2016

Trade receivables
Amount due from related parties
Bank balances
Deposits

At 30 June 2015

Trade receivables
Amount due from related parties
Bank balances
Deposits

178,800

99,t37
68,449

84,918
474

214,709
474

592,295
474

99,137
68,449

312,575

97,000
64,984

121,406

98,840
68,449

215,471

79,33s
64,984

51,854
402,6t3

148,510
366,2s0

459,912
402,613
98,840
68,449

278,124

286,652

217,399

805,408
474

97,000
64,984

________L

641,380
366,250

79,335
64,984

The customers under the fully performing category are paying their debts as they cont{nue trading. The debt that
is overdue is not impaired and continues to be paid. The finance department is activell following these debts.
The impaired debt has been fully provided for. As at 30 June 2016 the Group held banf guarantees amounting
to KSh 417,899,000 against trade receivables. There was no concentration risk. i
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NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti

Liquidity risk

Ultimate responsibiliry for liquidity risk management rests with the board of
appropriate liquidity risk management framework for the management of the

term funding and liquidity management requirements. The group manages

adequate reserves, banking facilities and reserve borrowing facilities, by
actual cash flows and matching the maturity profiles of financial assets and liabil

The following tables analyse the group's and company's financial liabilities that

into relevant maturity groupings based on the remaining period at the reporting
date. The amounts disclosed in the table below are the contractual undiscounted

Upto l-3 3-12
I month Months Months

KShs'000 KShs'000 KShs'000
GROUP

At 30 June 2016

Total financial assets

Financial liabilities
Trade and other payables
Borrowings:
- Long term loan
- Loan swap liability
- Asset finance loan
- Bank overdraft

Total financial liabilities

Net liquidity gap

413,495 I 78,800
474

t29,318
98,931 97,669 562,

36,553

579,366 278,205 97,669 562,

539,452 989,364 195,445

197,861
l4l,l65
t76,162

195,337 l,
I 37,883
649,63050,980

1,606,770

2,197,202 1,504,552 1,178,295 2,811,379

(1,617,836) (1,226,347) (1,080,626) (2
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TEMENTS (Continued)

which has built an

's short, medium and long
risk by maintaining

monitoring forecast and

I be settled on a net basis

to the contractual maturity
flows.

Total
KShs'000

s92,29s
474

t29,318
759,443

36,553

922,741

r,s r 8,083

1,724,261

1,518,884
1,042,000
t,799,513
1,606,770

7 ,691,428

(6,173,345)

t-5
years

KShs'000

Financial assets
Trade receivables
Amount due from related party
Bank balances and cash
Loan swap asset

Deposits

t-
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL S

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (

L iqu id ity r is k (cont inued)

TEMENTS (Continued)

GROUP

At 30 June 2015

Financial assets
Trade receivables
Amount due from related party
Bank balances and cash
Loan swap asset

Deposits

Total financial assets

Financial liabilities
Trade and other payables
Borrowings:
- Long term loan
- Finance leases obligations
- Loan swap liability
- Asset finance loan
- Post import finance loans
- Bank overdraft

Total financial liabilities

Net liquidity gap

COMPANY

At 30 June 2016

Financial assets

Trade receivables
Amount due from related party
Bank balances and cash

Loan swap asset

Deposits

Total financial assets

Financial liabililies
Trade and other payables
Borrowings:
Long term loan
Loan swap liability
Asset finance loan
Bank overdraft

Total financial liabilities

369,575

98,213

T,67;

435,833
474

Up to
I month

KShs'000

I -3
Months

KShs'000

3-12
Months

KShs'000

-5

KShs

1,125,686
762,9s2
922,741

Over
5 years

KShs'000
Total

KShs'000

3 l,3l I

80s,408
474

98,213
1,573,964

64,984

3l,3ll 2,543,043

1,337,396

142,467 146,154 t,285

501,461 578,774 146,154 1,28

3t1,672 598,197

163,962

427,527

1,2t8,3 )
4,517

164,267
t20,706

l6l,83 I

I 1,814
t47,598
3s7,991
300,906

1,544,106
16,33 I

I,430,280
1,464,754

300,906
s56,003

I15,080
I,l18,4 5

870,

556,003

872,192 I ,047 ,132 | ,407 ,667 3,207 I15,080 6,649,776

(370,731) (468,358) (r,261,513) (t,e22 (83,769) (4,106,733)

281,912

104,939

36,553

178,000
402,6t3

459,912
402,613
104,939
759,443

36,ss3

1,763,460

1,724,261

l,518,884
1,042,000
1,799,s13
1,606,770

98,931 97,669 562,

423,404 679,544 97,669 562,

539,452 989,364 195,445

197,861
l4l,l65
176,162

195,337
r37,883
649,63050,980

1,606,770

2,197,202 1,504,552 t,178,295 2,811,379 7,691,428

(t,773,798) (825,008) (r,080,626) (2,248,s36)Net liquidity gap
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST TEMENTS (Continued)

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Liquidity risk (Cont inued)
Up to

I month
KShs'000

I -3
Months

KShs'000

3-12
Months

KShs'000

Over
5 years

KShs'000

5

COMPANY

At 30 June 2015

Finoncial ossets

Trade receivables
Amount due from related party
Bank balances and cash

Loan swap asset

Deposits

Total financial assets

Financial liabilities
Trade and other payables
Borrowings:
Long term loan
Finance leases obligations
Loan swap liability
Asset finance loan
Post import finance loans
Bank overdraft

Total financial liabilities

Net liquidity gap

KShs

333,084
366,250

80,481

308.296

t42,467 146,154 1,285,
33,673

813,488 450,763 146,t54 1,285

31t,672 598,197

163,962

427,527

Total
KShs'000

3l,3ll

641,380
366,250

80,48 r

1,573,964
64,984

3 1,3 I I 2,727 ,059

t,337,396

4,517
l6l,83r

I1,814
t47,598
357,991
300,906

1,2r8,3

I15,080

1,544,106
16,331

1,430,280
1,464,7 54

300,906
556,003

3

-
5l,l 18,4

870,

556,003

872,192 I ,047 ,132 I ,407 ,667 3,207 I15,080 6,649,776

(58,704) (1, ) (83,769) (3,922,717)

164,267
120,106

(!:':lil]
::::1_::1)
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (

Market risk

(i) Foreign exchange risk

The group undertakes certain transactions denominated in foreign
managed within approved policy parameters.

The carrying amounts of the group's foreign culrency denominated
reporting date are as follows:

UShs
KShs'000

30 June 2016

Assets

Bank and cash balances
Loan swap asset
Trade receivables and other

receivables

12,226 t2,373

t26,t22

138,348 25,085

Liabilities

Borrowings
Loan swap liability
Trade and other payables

30 June 2015

Assets

Bank and cash balances
Loan swap asset
Trade receivables and other

receivables

8.921

9,053 369,t99

Liabilities

Borrowings
Loan swap liability
Trade and other payables

6l

I,430,280 ,549,208

(Continued)

Exchange rate exposures are

assets and liabilities at the

JPY
KShs'000

1,305,321

r,305,32 r

1,529,897

I,214,635 t,529,897

3,423
1,573,964

132 36s,776

1,573,964

US$
KShs'000

12,712

1,186,082
28,553

t,549,208
I,430,280

currencies.

monetary

I
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continr.{ed)

Morket risk (Continued) 
i

(i) Foreign exchange risk (Continued) ,

Foreign exchange risk - Appreciation/depreciation of Kenya shilling ogoinll other currency byS%o

The following sensitivity analysis shows how profit and equity would chang{ if the market risk variables
had been different on the reporting date with all other variables held constandi

GROUPANDCOMPANY i

2Ot6 I ZOIS
KShs'000 KShs'000 KShs'p00 KShs'000

Effect on Effect Effpct Effect
proflrt on equiry on prpfit on Equity

Currency - Ugandan shillings
+ 5% KShs movement
- 5% KShs movement

Currency - US dollars
+ 5% KShs movement
- 5% KShs movement

Currency - JPY
+ 5% KShs movement
-5% KShs movement

At 30 June 2016

Assets
Deposits

Liabilities
Borrowings
Bank overdraft

At 30 June 2015

Assets
Deposits

Liabilities
Bonowings
Bank overdraft

Up to l-3 3-12
I month Months Months

KShs'000 KShs'000 KShs'000

3 1,896

33,576 122,358 486,780
t,606,770

31,31I

4,517 284,668 832,542
556,003

6,917
(6,917)

7,545
(7,545)

4s3

=:::10:1)

53,0s4
(53,054)

------!_

l,+93
( 1,493)

3t7
(3 r7)

53,054
(53,054)

59,748
(se,748)

1t,229
(t,22e)

59,748
(59,748)

11,229
(11,229)

1.493
( l,4e3)

(ii) Interest rate risk

Interest rate risks arise from fluctuations in the bank borrowing rates. The interest rates vary from time to
time depending on the prevailing economic circumstances. To minimise the exposure, the group has

negotiated a fixed interest rate on the borrowings. The group closely monitors tltre interest rate trends to
minimize the potential adverse impact of interest rate changes. The table below summarises the exposure to
interest rate risk at the reporting date.

Included in the tables below are the group's and company's financial instrumenls at carrying amounts,
categorized by the earlier ofcontractual repricing or maturity dates.

l-5
Years

KShs'000

Over
5 years

KShs'000
Total

KShs'000

3 r,896

i

720,646 
l

l,363,360
1,606,770

3l,3ll

I 15,080 3,326,097
- 556,003

62
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THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED I

I

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STA.TEMENTS (Continued)
I

42. FINANCIAL zuSK MANAGEMENT OBJECTIVES AND POLICIES (continu(d)
I

Market risk (Continued) 
I

1

(ii) Interest rate risk (Continued) I

I

Interest rate risks - Increase / decrease of5% in nel interest margin i

The following sensitivity analysis shows how profit and equity would change'if the market risk variables

had been different on the reporting date with all other variables held constant.

+5%o Movement
-5 7o Movement

(30,906)
30,906

( 18,263)
18,263

KShs'000
Effect on

profit

2016
KShs'000

Effect
on equity

(30,e06
30,906

2015
KShs'000

Effect
on profit

( r 8,263)
18,263

KShs'000
Effect

on Equity

(iii) Fair values of financial instruments

The group had financial instruments whose subsequent measurement is at fair rlalue.

Below follows required disclosure of fair value measurements, using a three-level fair value hierarchy that
reflects the significance of the inputs used in determining the measurements. It should be noted that these

disclosure only cover instruments measured at fair value.

Level I

Included in level I category are financial assets and liabilities that are measure{ in whole or in part by
reference to published quotes in an active market. A financial instrument is reg{ded as quoted in an active
market if quoted prices are readily and regularly available from an exchange, depler, broker, industry
group, pricing service or regulatory agency and those prices represent actual an{ regularly occurring market
transactions on an arm's length basis.

Level 2
Included in level 2 category are financial assets and liabilities measured using inputs other than quoted

prices included within level I that are observable forthe asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices). For example, instruments measured using a Valuation technique based

on assumptions that are supported by prices from observable current market tran$actions are categorised as

level 2.
Financial assets and liabilities measured using a valuation technique based on asgumptions that are

supported by prices from observable current market transactions are assets and li{bilities for which pricing
is obtained via pricing services, but where prices have not been determined in an Ective market, financial
assets with fair values based on broker quotes, investments in private equity fundq with fair values obtained
via fund managers and assets that are valued using the Group's own models wherbby the majority of
assumptions are market observable.

Level 3

Financial assets and liabilities measured using inputs that are not based on observdble market data are

categorised as level 3. Non market observable inputs means that fair values are determined in whole or in
part using a valuation technique (model) based on assumptions that are neither suflported by prices from
observable current market transactions in the same instrument nor are they based qn available market data.

The main asset classes in this category are unlisted equity investments and limitedlpartnerships. Valuation
techniques are used to the extent that observable inputs are not available, thereby allowing for situations for
which there is little, if any, market activity for the asset or liability at the measurenlent date. However, the

fair value measurement objective remains the same, that is, an exit price from the perspective of the Group.
Therefore, unobservable inputs reflect the Group's own assumptions about the ass{mptions that market
participants would use in pricing the asset or liability (including assumptions about risk). These inputs are

developed based on the best information available, which might include the Group:s own data.
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NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL ST

42. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

(iii) Fair values of financial instruments (Continued)

The following table shows an analysis of financial instruments recorded at

value hierarchy:

GROUP AND COMPANY

At 30 June 2016

Financial assets designated
at fair value through
profit and loss

Loan swap asset

Financial liabilities designated
at fair value through
profit and loss

Long term loans
Loan swap liabilities

Total financial liabilities

GROUP AND COMPANY

At 30 June 2015

Financial assets designated
at fair value through
profit and loss

Loan swap asset

Financial liabi lities designated
at fair value through
profit and loss

Long term loans
[.oan swap liabilities

Level I

KShs'000
Level 2

KShs'000

1,305,321

2,893,357
1,186,082

4,079,439

1,5'73,964

3,019,219
1,430,280

Total financial liabilities

64

4,449.499

J

TEMENTS (Continued)

value by level of the fair

Total
fair value

KShs'000

1,305,321

2,893,357
1,196,082

4,079,439

1,573,964

3,019,219
1,430,280

4,449,499

KShs'

1
a

J
I

\

\

I

________l-__-____i



I

t a

THE EAST AFRICAN PORTLAND CEMENT COMPANY LIMITED 
I

NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAL STATEMENTS (Continued)

GROUP AND COMPANY
2016 20ts

KShs'000 KShs'000
43. CONTINGENT LIABILITIES

I,978,196 1,977,6n

Pending law suits relate to legal proceedings involving the company for breach ofrcontracts. However, in the
opinion of the directors, no liability is likely to crystallise.
The Guarantees of staff mortgages are secured by deposits with Housing Finance Company Limited held as

collateral for staff mortgages and reported in the financial statements as restricted deposits as disclosed on note
24. The liability will only crystallize if the staff default on the secured mortgages.

Employmenl & labour relations court cause No.2 I l9 of 201 5

The Kenya Chemical and Allied Workers Union (KCAAWU) had filed a case against the Company allegedly
for non-implementation of Collective Bargaining Agreement (CBA) terms to contract staff. The Company's
contract staffs have in the past not been covered under the Collective Bargaining Agreement and management
has had different mutual payment arrangements with them. The industrial court delivered a ruling on the 6th of
July 2016 which noted that the claimant's case had merit and ordered that the company implements the
collective bargaining agreement to include contract staff. The judge however noted that where there are
problems of implementation for the reasons that the award is unsustainable, the company should renegotiate the
implementation process for purposes of reaching an amicable settlement beneficial to all parties.

The Company has assessed the financial impact of the court award in the negotiated CBA for period lst August,
2012to 30th July, 2016 and this translates to an additional staff cost of KShs l.l billion, an amount which is
considered unsustainable.

The Company has obtained a stay of the award from the court and at the same time continues to engage with the
union on possibility of amicably resolving the issue. In case this negotiation fails to yield an amicable
settlement, the matter will be progressed through the next legal avenue until determined. Accordingly no
provision has been made in these financial statements for the award

The group has placed deposits with Housing Finance Company Limited as collateral f,or staff mortgages (see

note 24). The liability would only crystallise if a staff member defaults on their mortgage payments.

Tax Assessment

The Kenya Revenue Authority (KRA) carried out an audit of the company covering q)rporate tax, employee
taxes, withholding tax and VAT for the period from 2005 to 2008 and raised an asses$ment on the company of
KShs 2.5 billion on the tax heads mentioned above. Out of this assessment, KShs 1.7 billion has been solved
with the tax authorities. The company has paid KShs 122 million and appealed against a further KShs 473
million through the Local Committee, which subsequently ruled in favour of the company. KRA however filed
a notice to appeal in the High Court against the Local Committee ruling. The substantive appeal to the High
Court has however not been filed by KRA. Consequently, no provision has been madd for any tax liability that
may arise from this assessment in these Consolidated Financial Statements.

Employment & labour relations case
Tax assessment
Pending law suits
Guarantee of staff mortgages

CAPITAL COMMITMENTS

Authorised by the directors but not contracted for

Authorised by the directors and contracted for

r,100,000
473,000
373,300

3 l,896

r, 100,000
473,000
373,300
3l,3ll

20t6
KShs'000

2015
KShs'000

2,564,817

64,352
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NOTES TO THE CONSOLIDATED AND COMPANY FINANCIAI srarpnAENTS (Continued)\

45. OPERATING LEASE RENTALS

The group has entered into operating lease agreements for leasing of most of its depots. These leases have an

average life of between l2 months to 36 months with a renewal option on expiry of the contract.

Future minimum rentals payable under non-cancellable operating leases as at 30 June are as follows:

Within I year
Later than I year but not later than 2 years

2016
KShs'000

46,800

20t5
KShs'000

25,758
24,761

50,519

46.

47

48.

COUNTRY OF INCORPORATION

The company is incorporated and domiciled in Kenya under the Companies Act and is listed on the Nairobi
Securities Exchange.

CURRENCY

These financial statements are presented in thousands of Kenya Shillings (KShs '000).

EVENTS AFTER THE REPORTING DATE

No material events or circumstances have arisen between the reporting date and the date of this report.
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