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Prepored in occordonce with the Accruol Bosis of Accounting Method under the
lnternotionol Public Sector Accounting Stondords (IPSAS)



I. KEY ENTITY INFORMATION AND MANAGEMENT

(o) Bockground informollon

Kenyo Sugor Boord wos estoblished under section 3 of Sugor Act 2001
ond is domiciled in Kenyo. The Boord is heoded by the Chief Executive
officer ond reports to the Boord of Directors.

(b) Principol Activilies
The principol octivities of the Boord ore to regulote, develop ond promote
the Sugor lndustry.

(c) Key Monogement
The doy to doy running of the Boord is corried out by the Boord of Directors
ond Monogement teom.

(d) Flduciory Monogemenl
The key monogement personnel who held office during the finonciol
period ended 31st July 2014 ond who hod direct fiduciory responsibility
were:

l. Chief Executive Officer

2. Compony Secretory

3. Heod of Finonce

4. Sugor Fund Portfolio Monoger

(e)Fiduciory Oversighl Arrongemenls

Oversight is corried out by the following:

l. Finonce ond estoblishment committee

- Rosemory Mkok

- Andrew Osodo

- Silos Nyogo

- Solomon Odero
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2. SDF Committee
3. Audit committee
4. Monogement Tender committee

(f) Entity Heodquorlers
P.O Box 51500 - 00200
Sukori Plozo
Off. Woiyoki Woy
Noirobi, KENYA

(g)Entity Contocls
Telephon e (25a1 020 80 1 8750-3, 07 222031 27 18
E-moil: info@kenvosuqor.co.ke
Website : www.kenyosuqor.co.ke

(h)Entity Bonkers

l. Notionol Bonk of Kenyo,
Hill Bronch,
P.O. Box 452,l9-00100,
Noirobi.

3. Borcloys Bonk of Kenyo,
Westlonds Bronch,
P.O. Box 

,l4403-00800,

Noirobi.

(l) lndependent Auditors
Auditor Generol
Kenyo Notionol Audit Office
Anniversory Towers, University Woy
P.O. Box 30084
GPO 00r 00
Noirobi, Kenyo

2. Stondord Chortered Bonk,
Westlonds Bronch,
P.O. Box 14438-00800,

4. Co-operotive Bonk of Kenyo,
Co-op Bonk House,
P.O. Box 67881-00200,
Noirobi.

lv



ff) Prlncipol Legol Adviser
l. Kemboy &Co. Advocotes

P.O. Box 19500-00100
Noirobi.

2. Woweru Gotonye & Co. Advocotes
P.O. Box 55207 - 00200;
Noirobi.
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tIt. MANAGEMENT TEAM

Nome ond key profession/ocodemic
quolificotions Moin oreo of responsibility

Rosemory Mkok, MBS
Rosemory is o lowyer by profession ond holds
o Bochelor of Lows (LLB) degree from the
University of Noirobi ond on MBA Degree from
the Eostern ond Southern Africon
Monogement lnstitute (ESAMI). She is o
Certified Public Secretory (CPS-K) ond holds o
Post groduote Diplomo in Legol studies from
the Kenyo School of Low

Chief Executive officer

Andrew Osodo
Andrew holds o Bochelor of Low Degree from
the University of Noirobi, ond MBA Degree in
Strotegic Monogement. He is o member of the
lnstitute of Certified Public Secretories of
Kenyo (ICPSK)

Compony Secretory

Peter Lukoye
Peter holds o Bochelor of Arts Degree in
Sociology ond Economics from the University
of Noirobi.

Humon Resources Monoger

.;,,

Pofricio Nieru
Potricio holds o Moster of Economics in

Agriculturol Economics. She holds o Diplomo in

Heod Plonning

1X



resource Economics from University of New
Englond New South Woles, Austrolio. She is

olso o groduote of Bochelor of Science in
Agriculturol Economics from the Egerton
University, Njoro.

Solomon Odero

Solomon holds o BSc. Business Administrotion,
mojor in Accounting & Finonciol Monogement
from Unites Stotes lnternotionol University
(USIU). He is o member of the Kenyo lnstitute of
Monogement (KlM).

Sugor Development Portfolio Monoger

Fredrick Kebeney
Fredrick is o troined Agriculturolist with o
Bochelor of Science Degree in Agriculture ond
speciolized in suqorcone ooronomv.

Heod of Agriculture

Nohoson Aseko
Nohoson holds on MSC engineering degree.
He olso holds on MBA degree ond BSC in
Chemistry.

Heod of Sugor Technology

Emmo Molindo
Emmo holds on MBA from Eost ond Southern
Monogement lnstitute (ESAMI) & Moostricht
lnstitute (Netherlonds). She is o member of the
lnstitute of Certified Public Accounts of Kenyo

Heod of lnternol Audit
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(rcPAK)

Si/os Nyogo
Silos holds on MBA degree ond o Bochelor of
Commerce Degree from Kenyotto University.
He is olso o certified Public Accountont ond o
member of ICPAK

AG. Heod of Finonce

Denis Goyo
Denis holds on MBA in strotegic monogement
ond o BSC degree in lnformotion Technolooy.

ICT Monoger

Nofe: Ihe CEO ond the Compony Secretory willfeoture both under the 'Boord' ond
'Monogement'.
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I. CHAIRMAN'S STATEMENT

MESSAGE FROM THE CHAIRMAN

The Sugor sub-sector ploys o significont role in the economy of this country.
Besides ensuring odequote supply of sugor for notionol consumption, the sugor
sector continues to contribute significontly to the ogriculturol Gross Domestic
Product ond soves the economy in excess of US $250 million (KShs.l6.5 billion) in
foreign exchonge through import substitution.

The Kenyo Sugor Boord is the opex body chorged with the responsibility of
reguloting, developing ond promoting the sugor lndustry. Our vision is to be the
best focilitotor ond regulotor of o world closs sugor cone multiproduct industry.
The finonciol profitobility of the institution ond the industry is one of the key
indicotors of our performonce with regords to the octuolizotion of our vision. To

enoble us drive the industry towords the reolizotion of this vision, we redefined the
requisite strotegic interventions os follows:

Enhoncing Sugor lndustry competitiveness through reduction of risk, efficient
forming ond milling operotions ond enhonced humon resource copocity.

During the yeor under review, the Boord porticipoted in the development of o
notionol policy thot supports the production, blending ond morketing of ethonol.
We ore currently negotioting for increosed toriffs for cogeneroted electricity, to
motivote more millers to invest in cogenerotion on o commerciol bosis.

Currently the industry is exponding with the licensing of new milling componies
which will see the locol sugor production rise to meet the notionol sugor
demonds. This venture is copitol intensive ond we ore oggressively pursuing
portnership with privote investors to inject more copitol into the industry.

We ore committed to efficiently monoging ond hornessing both humon ond
economic resources, enhoncing our operotionol efficiencies ond odoption of
prudent finonciol monogement proctices for industry growth. Towords this end
we hove put in ploce effective policies ond systems to guide us in oll our
finonciol ond technicol operotions. We olso continue to build copocities in the
industry to ensure thot oll institutions in the sector engoge in prudent finonciol
monogement proctices in order to goin o good return of investment for its

stokeholders.
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The resources required to odequotely ochieve these objectives often outweigh
whot is of our disposol. This omong other globol mocro-economic concerns
inevilobly chollenges us os on institution ond the industry. We however, believe
thot these chollenges present us with opportunities to continuously re-evoluote
our policies, strotegies ond working culture in order to obtoin our intended
objectives with minimol resources, without compromising the quolity of our
service.

Finolly, on my beholf ond thot of the Boord we offirm our unwovering
commitment towords the development of on efficient, competitive ond
sustoinoble sugor industry in Kenyo.

Rt^gtrp
A.ONYANGO
ALTERNATE DIRECTOR, FOR BOARD CHAIRMAN.
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II. REPORT OF THE CHIEF EXECUTIVE OFFICER

KENYA SUGAR BOARD

During the thirteen month period ended 3lst July 2014, the Boord reported o
surplus of Kshs.67 million compored to Kshs.99 million reported in the twelve
months to 30m June 2013.

The totol comprehensive income for the period under review wos Kshs.608 million
compored to Kshs.575 million netted in the finonciol yeor 201212013. The 5.7%
growth wos ottributed to growth in license ond permit fees ond levy income from
the Sugor Development Fund. lnterest income dropped by 42.6% from 34 million
to 20 million due to o decline in the omount invested while levy income grew
from Kshs.Sl3 million to Kshs.553 million representing o 7.7% increose.

The operoting ond odministrotive costs were 12.7% higher of Kshs.54l million
compored to Kshs.480 million the previous l2 month period. The increose wos
ottributed to increosed surveillonce octivities.

The Boord's bolonce sheet weokened 9]% from Kshs.1,152 million to Kshs.l,040
million. The moin drivers were o reduction in the fixed deposits ond deficits
ploughed bock.

STATUS OF THE KENYA SUGAR INDUSTRY

l. Generol Performonce

The industry observed on increose of 5% in the oreo under cone in the yeor
2013114. An oreo of 217,859 ho wos recorded in 201312014 os compored to
207,802 ho of the end of 201212013. This is ottributed to increosed cone
development especiolly in the Out grower forms. Despite this, o notoble
reduction (9%) in oreo under cone wos recorded in Mumios Sugor zone resulting
from formers' disillusionment ond subsequent withdrowol from cone forming.

The overoge industry cone yields increosed from 54.83 TCH in 20.l2/13 to 56.3 TCH

of the end of 201312014 finonciol yeor. This wos ottributed to control on
horvesting of immoture cone coupled with good cone husbondry proctices. All
millers other thon Mumios ond Kibos Sugor mills received odequote cone for
milling during the finonciol yeor. ln the finonciol yeor 2014115 the industry is

pro.iected to hove o cone deficit of opproximotely 900,000 tons with Mumios
Sugor zone being the mojor contributor to the deficit. The most dominont
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vorieties in the industry were Co421 (38%1, Co 945 (23%), ond Co 617 (17%).

Among the improved cone vorieties, o significont odoption of KEN 83-737 wos
observed ottributed to its odoptobility to vorious ogro-ecologicol zones.

2. Sugor produclion, soles ond slocks

Totol sugor production during the period 2013/2014 fiscol yeor wos 654,21 I tonnes
compored lo 475,743 tonnes in the some period lost yeor, giving o consideroble
increose of 38%, ottributed to improved cone ovoilobility. All the sugor mills
reported increosed sugor production in July 2013 - June 2014 compored to the
some period lost yeor, other thon Nzoio ond Soin whose production decreose by
l0% ond 25% respectively. Production decreose in Nzoio Sugor Compony wos
oscribed to foctory close down in April ond Moy for onnuol mointenonce.
Reduction in sugor production of Soin wos due to frequent unscheduled foctory
shuts coused by breokdown ond worsened by their poor sugor recoveries. The
foctory inefficiency is blomed to its open pon sulphitotion technology.

Overoll, Mumios Sugor Compony wos the moin sugor producer followed by West
Kenyo, contributing 27% ond 13% of the totol sugor production in 20,l312014,
respectively.

Totol sugor soles for 2013/2014 were 655,310 tonnes compored to 460,152 tonnes in
the some period lost yeor, o 42% increose, moinly ottributed to increosed sugor
supply ond demond ond low ovoilobility of imported sugor in the domestic
morket. During the period 201312014; o totol of 50,970 tonnes of toble sugor (mill
white / brown) wos imported compored to 88,213 in the some period lost yeor, o
42% decreose.

Closing stocks of sugor held by the foctories begon the yeor 2013114 ol 27,392
tonnes up from 19,205 tonnes of the end of 2012113. The level increosed to o high
of 42,845 tonnes in Februory, emborked on decreosing trend to end June 2014 ot
20,202 tonnes. The high sugor stocks ore ottributed to sustoined high sugor
production ond corry forword of huge stocks from the previous yeor.

3. Sugor Prices

Ex-foctory sugor prices commenced the yeor 201312014 of o monthly overoge of
kshs.4,425 per 50-bog, deolt on o decreosing trend to reoch o minimum of kshs.

3,356 in Morch 2014. Some price re-correction wos observed in the succeeding
months to end June 2014 of o monthly overoge of kshs.3,572.
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Overoll, ex-foctory sugor prices in 20,l312014 ronged between kshs.2,900 ond
4,700, giving on overoge of Ksh.3,77l per 50kg bog (Kshs.75,420 per tonne)

compored to Kshs.4,975 per bog (Kshs.99,500 per tonne) observed in 201212013

finonciol yeor, giving o significont decreose of 24%.

Wholesole sugor prices storted the review period, July 2013 - June 2014, of o
monthly overoge of Kshs.4,680 per 50kg bog, deolt on o decreosing pottern to
reoch o minimum of ksh.3,495 in Morch 2014. The succeeding months troded on
upword trend to end June 2014 of o monthly overoge of kshs.3,750 per bog.

Retoil sugor prices in 20,l 312014 troded ot o ronge of kshs.70 to 160 per kg, giving
on overoge of Kshs.112.48 per kg compored to on overoge of kshs.122.62 per kg
observed in the some period lost yeor, o decreose of 8%.

4. World morkel sugor highlights
World prices for both row ond white sugor kept moving sidewoys in o relotively
norrow ronge. Spot price for row sugor (the ISA doily price) begon the yeor
2013114 ot o monthly overoge of 16.84 cents/lb (USD 371.1S/tonne), picked on
upword trend to reoch on onnuol high of I8.56 cents/lb (USD 41 1 .27 lIonnel in
October. Subsequently, the ISA doily price went through o downword correction
to ottoin o low of ,l5.63 cents/lb (USD 344.49ltonne) in Jonuory. Some price
improvement wos observed in the succeeding months to end the review period
ot 18.17 cenlsllb (USD 400.47ltonne).

Overoll, the finonciol yeor 2013120.14 ended ot on overoge of USD 382.67llonne
compored to USD 423.98/tonne in the some period lost yeor, giving 10%

decreose.

Totol sugor imports in 2013/2014 were 172,924 tonnes compored to 226,011

tonnes in the finonciol yeor 2012/2013, o decreose of 23%. The decreose is moinly

ottributed to low imports of brown/mill white sugor during the review period. A
totol of 50,970 tonnes of toble sugor wos imported in 2013/,l4 compored to
88,213 tonnes imported in 20,l2/13, o decreose of 42%.

COMESA countries supplied o totol of 48,910 tonnes ogoinst 86,230 tonnes in the
some period lost yeor. EAC provided 3,102 tonnes compored to I 6,842 tonnes in
201212013 while the remoining (120,912 tonnes) wos sourced from the rest of the
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world. Decreose in imports from the referenced region is moinly ottributed to low
supply from the region, improved surveillonce ond the import regulotory regime.

Overoll, most of the imported sugor come from Thoilond, Soudi Arobio ond South
Africo wilh 44,325 tonnes, 37,495 tonnes ond 32,866 tonnes, respectively.

Totol sugor exports during the finonciol yeor 201312014 were 223 tonnes
compored to l89 tonnes reported in 20.l2/2013. Bulk of the sugorwos exported
to Burundi (90 tonnes), Ugondo (70 tonnes) ond Somolio (46 lonnes).

It is observed thot there wos o significont increose in exports of sugor by-product
(mostly joggery), to the neighboring countries. A totol ,l28 

tonnes wos exported in
2013/14 ogoinst 0.2 tonnes in the some period lost yeor.

Overoll, the overoge CIF volue for the finonciol yeor 2013/14 wos kshs.57,ll2
compored with kshs. 64,352 per tonne in 201212013, o price decreose of 11%.

ffip
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III. CORPORATE GOVERNANCE STATEMENT

Kenyo Sugor Boord is fully committed to principles of good corporote
governonce. The directors ore ultimotely occountoble to oll stokeholders for

ensuring the Boord dischorges its mondote with the highest stondords of

corporote governonce. Of porticulor importonce to the Boord is observonce of

stokeholders' interest, efficient proctices, integrity ond tronsporency within the

Boord.

l. Boord of Directors

The nomes of the directors who held the office during the period under review

ore set out on poge vi to viii.

The Boord is responsible for formuloting policies ond strotegies ond ensuring

Boord mondote of promoting, developing ond reguloling the lndustry is corried

out in the best interest of stokeholders.

The Boord comprises fourteen directors, seven elected by cone formers, three

elected by millers, three government representotives ond the Chief Executive

Officer of the institution who is on ex-officio member ond Secretory to the Boord.

The directors hove diverse skills drown from vorious sectors of the economy

o) Directors Emoluments

Directors' emolument is guided by Government circulor Ref. No MSPS.18l2{l89

of November 2009. The oggregote omount of emoluments to directors for the

services rendered ond insuronce cover ore disclosed in Note. l0 to finonciol

stotement for yeor ended 3lst July 2014.

b) .Reloted porty lronsoctions

There hove been no moteriolly significont reloted porty tronsoctions or

relotionship between the Boord ond its directors or monogement except those

disclosed in note. '10 to KSB finonciol stotement for the yeor ended 3lst July 2014.

Tronsoctions between the Sugor Development Fund ond the Boord ore disclosed

under notes 24,31 ond 32, respectively.
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2. Boord Commitlees

The Boord hos in ploce five moin Committees, nomely the Finonce ond
Estoblishment, Audit, Sugor Development Fund, Cone pricing ond COMESA
Committees. To dischorge its mondote effectively the Boord delegotes its

outhority to the vorious sub-Committees whose choirpersons report to the Boord.
These Committees ossist the Boord in ensuring thot proper, strotegies, internol
controls ond orgonizotion structure ore in ploce to ochieve the objectives of the
Boord. All the Committees hove detoiled terms of reference ond hold meetings
os necessory. The Boord moy delegote some of its powers to ony of the
Committees ond moy oppoint ony other Committee, including od hoc tosk
forces, os ond when it is deemed necessory. The outhority of running of the Boord
monogement offoirs on doy to doy is delegoted to the Chief Executive officer.

o. Finonce ond Esloblishment Commitlee

The Committee is mode up of five Directors including the Choir ond the Chief
Executive Officer. The Compony Secretory serves os the Secretory for the
Committee. The primory responsibility of the Committee is to ossist the Boord in
developing ond monoging on effective ond sustoinoble institutionol copocity
(Physicol, humon ond finonciol) thot will enoble ochievement of the core
mondote of the Boord ond providing on ovenue of communicotion omong
relevont stokeholders, monogement ond the boord.

b. Audit Committee

The Committee is mode up of two independent Directors, two Government
Directors ond the heod of lnternol Audit who serves os the Secretory to the
Committee. The responsibilities of the Committee include the review of finonciol
informotion ond monitoring of the effectiveness of the monogement informotion
ond internol control systems. The Committee receives reports from both internol
ond externol ouditors ond olso monitors implementotion of oudit
recommendotions on beholf of the Boord.

c. Sugor Developmenl Fund (SDF) Committee

The Committee is mode up of o Fund Monoger, eight Boord members including
the choirperson ond the Chief Executive Officer.
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The primory responsibility of the Committee is the odministrotion ond
monogement of Sugor Development Fund including policy formulotion. The

Committee receives ond opproves oll loon ond gront opplicotions by eligible

Sugor lndustry ployers.

d. Cone Priclng Commitlee

The CPC is estoblished under Port 3, clouse 8 (l ) of the Sugor Act 2001.

The Committee comprises four KSB representotives, two KESGA representotives

ond two KESMA representotives. The moin objective of the Committee is to
review sugor cone prices which sholl be determined on the bosis of sucrose

content.

f. Comeso Sofeguords Commitlee

The Comeso Sofeguords Committee comprises 12 members with

representotives drown from Kenyo Sugor Boord, Kenyo Sugorcone
Growers Associotion ond Kenyo Sugor Monufocturers Associotion.

The moin objectives of the Committee include:

o) Administering ond monitoring the implementotion of the sugor

sofeguord within the provisions of the Sugor (lmports, Exporls ond By-

Product) Regulotions;

b) Following up with the Notionol Sugor Sofeguord Committee on oll the

undertokings on which the extension of the sofeguord is premised;

c) Ensuring implementotion of oppropriote ond priority Government
policies ond legislotion reloting to the sugor industry;

d) Monitoring the implementotion of the lndustry Strotegic Plon ond
focilitoting implementotion of strotegic decisions thot will leod to
competitiveness;

e) Focilitoting submission of quorterly reports to the Notionol Sugor

Sofeguords Committee, which sholl then consolidote the country
position for the COMESA Secretoriot on progress ochieved in the

implementotion of the sugor sofeguord;
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BOARD MEETINGS

Meetings of the Boord ore guided by First schedule clouse (2) of the Sugor Act
2001. The full Boord ond its Committees meet of leost four times in o yeor.
However, the octuol number of meetings is dictoted by the businesses ond the
urgency to dispense them. The schedule below shows the number of meetings
held for thirteen months from July 2013 to July 2014 ond the ottendonce.

Director Full

Boord
Finonce &
Estoblishment

SDF Risk &

Audit
COMESA CANE

PRICING

l. Hon. K

Kirior

orop 14 I 3

2. Ms. A. Gichu 5 2 4 I

3. Ms

Onyongo
A B 3 I I I

4. Mr. H. Potel 14 8 4 'l

5. Mr
Oricho

N.O 14 8 4 3

6. Mr.

Mukenyo
B.W. 14 8 I I 3

7. Mr.

Mwombe
E 14 8 8 3

B.Eng.

Mukhwono
M 14 8 4 I

9. Hon. S. Busolo 14 8 8 I 3

.l0. Mr. J. Roi,

MBS

9 6 I I

ll. Ms

Mugo
Anne lt 5 5 3 I
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3. Monogement Committees

The top monogement of the Boord is mode up of eight Heods of Deportment
ond the Chief Executive Officer.

o. Execulive Commitlee

The Executive Committee is choired by the Chief Executive Officer ond
comprises oll the eight heods of Deportment. This Committee hos overoll

responsibility for doy to doy running of the Boord, strotegy implementotion ond
monitoring ond evoluotion of performonce. The Committee odvises ond ossists

the CEO in moking decisions thot define the direction of the Boord.

b. Monogemenl Tender Commitlee

The Committee is mode up of oll Heods of Deportment except the heod of
internol oudit with the Senior Procurement Officer serving os the Secretory to the

Committee. The primory role of the Committee is to odjudicote ond oword
tenders whose volue is obove the Kshs.500,000 ceiling in line with Public

Procurement Guidelines.

4. Risk monogemenl ond lnternol control

Monogement in consultotion with the Risk ond Audit Committee is responsible for

the Boord's doy to doy overoll risk monogement ond mointenonce of on

effective system of internol controls thot minimizes potentiol odverse effects on its
finonciol performo nce.

This is undertoken by implementotion of on enterprise risk monogement
fromework which ensures o comprehensive, coordinoted ond systemotic

opprooch to risk monogement.

The Boord hos put in ploce the necessory structures ond conducted troinings to
oll stoff ond directors to enhonce competence in risk monogement. ln oddition
the Boord hos strengthened the lnternol Audit to enoble it review the odequocy
of the risk monogement process.

5. Responsibility for sloff welfore lroining

As port of its policy, the Boord recognizes its stoff os the most importont ossets

ond the need for diversity, equol opportunities, gender sensitivity, ond provision
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of o sofe ond conducive work environment. The Boord ossists its stoff to
undertoke continuous professionol ond development troining progrommes to
fulfill their potentiol.

The process is oppropriotely monoged to olign stoff development with Boord's
strotegic gools ond objectives.

6. Compllonce

The Boord operotes within the requirements of the Sugor Act, Stote Corporotions
Act, Exchequer ond Audit Act omong other legislotions ond odopts certoin
universolly occepted principols within the oreo of lobour stondords in its

commitment to best proctice. The Boord prepores its finonciol stotements in
occordonce with lnternotionol Public Sector Accounting Stondords (IPSAS).
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IV. CORPORATE SOCIAT RESPONSIBITITY STATEMENT

Sociol Responsibility is one of the core volues of the Kenyo Sugor Boord.

Monogement in consultotion with the Boord of Directors developed o Corporote
Sociol Responsibility (CSR) Policy with the moin objectives being to enhonce the
living stondords of individuols or communities who ossociote with the Boord or
industry through execution of CSR projects.

CSR hos increosingly token on integrol position in the Boord. Voluntorily, KSB hos
given bock resources, skills, time ond money to the communities where they
operote ond oreos oround the sugor industry. This hos helped employees to
integrote into o Corporote culture thot is conscious of the world oround it ond
helps them feel positive obout the work thot they do, with the positivity spreoding
to stokeholders ond the community of lorge.

o. Educolion
The industry hos significontly contributed to educotion especiolly in the sugor
belt. Currently, mojority of the foctories hove/support primory ond secondory
schools in the community. These schools ore ottended by children from the
communities oround the respective sugor foctories ond children of stoff
members working in the some foctories.

To compliment these efforts by the sugor foctories ond in recognition of the
foct thot educotion is key for the development of ony communily, KSB hos

contributed towords projects thot promote educotion. This olso serves to
motivote sludents to strive for excellence ond to provide on opportunity to
strotegicolly creote oworeness obout KSB ond build goodwill omong the
younger generotions.

b. Community oulreoch
Kenyo Sugor Boord is committed to being o responsible corporote citizen
through the support for oppropriote non-politicol ond non-sectorion projects
ond locol chorities both with finonciol ond non-finonciol donotions. We oim ot
supporting the creotion of prosperous, educoted, sustoinoble ond heolthy
communities in the environment in which we operote. With o focus on heolth,
educotion, food security ond the environment, we did develop torget
progrommes for locol communities, involving commerciol sponsorship ond
significont employee engogement through direct involvement.
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c. Heqlth & Sofety
The Boord recognizes thot o heolthy workforce contributes to the productivity
of the orgonizotion ond the industry. lt therefore invests in the welfore of
industry key stokeholders by supporting heolth progrommes in sugorcone
growing zones

d. ChorltobleDonollons
An omount is ollocoted for donotions to chority ond support for good couses
especiolly with respect to food security, heolth ond educotion. The omount
ollocoted is odministered ond ollocoted on merit by the CSR Committee.

e. Employee porlicipollon
Since employees ploy o centrol role in implementotion of CSR progroms,*1h.
input of employees is considered by the Committee of every sioge, from
preliminory ossessment, through strotegy development ond orticulotion of
commitments.

t. The Corporote Sociol Responsibility Committee
The CSR Committee comprises representotives from every Deportment.

Where necessory od-hoc working groups ore constituted to implement ond
identify projects. These working groups comprise representotives from oll
codres of the orgonizotion, to ensure porticipotion by oll members of the
orgonizotion.

g. Stqkeholder Porticipqtion & communicotton
The execution of CSR progroms involves the torget stokeholders os much os
possible. The strotegy is to hove on inbuilt internol ond externol
communicotion progrom to ensure thot there is sustoined oworeness creotion
before, during ond ofter the implementotion of every csR project.

h. Evoluolion ond Reporling
The evoluotion of CSR Projects determines the extent to which objectives of
the policy were met ond the effect of the projects to the torget communities.
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V. REPORT OF THE DIRECTORS

The Directors submit their Report together with the oudited Finonciol

Stotements for the period ended 3lsr July 2014, which disclose the stote of

offoirs of the Boord.

lncorporotion

The Boord wos incorporoted in Kenyo under the Sugor Act 2001 ond is domiciled

in Kenyo. The oddress of the registered office is os set out on poge 2'

Principol octivilies

The principol octivities of the Boord ore to regulote, develop ond promote the

Sugor lndustry.

Results JULY 2OI4 JUNE 2OI3

Kshs'000 Kshs'000

Totol Comprehensive Surplus 65,200 99 '257

Directors

The directors who held office during the period to the dote of this report ore listed

on poge 3.

Audilor

The Auditor Generol, will continue in office in occordonce with Public Audit Act

2003.

By order of the Boord.

4]'^
Andrew Osodo
COMPANY SECRETARY
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VI. STATEMENT OF THE DIRECTORS' RESPONSIBITITIES

The Stote Corporotion Act requires the directors to prepore finonciol stotements
for eoch finonciol yeor thot give o true ond foir view of the stote of offoirs of the
Boord os of the end of the finonciol yeor ond of its profit or loss. lt olso requires
the directors to ensure thot the Boord keeps proper occounting records thot
disclose, with reosonoble occurocy, the finonciol position of the Boord. They ore
olso responsible for sofeguording the ossets of the Boord.

The directors occept responsibility for the onnuol finonciol stotements, which
hove been prepored using oppropriote occounting policies supported by
reosonoble ond prudent judgments ond estimotes, in conformity with
lnternotionol Public Sector Accounting Stondords ond the requirements of the
Stote Corporotions Act. The directors ore of the opinion thot the finonciol
stotements give o true ond foir view of the stote of the finonciol offoirs of the
compony ond of its operoting results. The direclors further occept responsibility
for the mointenonce of occounting records thot moy be relied upon in the
preporotion of finonciol stotements, os well os odequote systems of internol
finonciol control.

It hos come to the ottention of the directors thot the Kenyo Sugor Boord will
ceose to exist os from lst Augusl 2014, due to the gozettement of the Crops Act,
2013. The former Kenyo Sugor Boord will be succeeded by AFFA (Agriculture
Fisheries ond Food Authority) which will toke over oll the ossets ond liobilities of
the former institution. Bosed on this, the finonciol stotements hove been
prepored for o period of thirteen months ending 3lst July, 2014.

Approved by the Boord of directors ond signed on its beholf by

rwMr (o

R. MKOK, MBS
CHIEF EXECUTIVE OFFICER

A. ONYANGO
ALTERNATE DIRECTOR

xxvll



REPUBLIC OF KENYA

lephonc: +254-2U342330
x: +254-20-3 I l-182

F.-Mai l. oag{rrroagkenya. go. ke

Website: www kenao.go.ke

P.O. Box 30084-00100
NAIROBI

KENYA NATIONAL AUDIT OFFICE
REPORT OF THE AUDITOR-GENERAL ON KENYA SUGAR BOARD FOR THE
THIRTEEN MONTHS PERIOD ENDED 31 JULY 2014

REPORT OF THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Kenya Sugar Board set out
on pages 1 to 31, which comprise the statement of financial position as at 31 July
2014, and the statement of financial performance, statement of changes in net assets,
statement of cash flows and statement of comparison of budget and actual amounts
for the period then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and section 14 of the Public Audit Act, 2003. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

Management's Responsibility for the Financia! Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for such internal control as management determines is necessary
to enable presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Aud itor-General's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Board's internal control. An audit also includes
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evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

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

Basis for Qualified Opinion

1. Property, Plant and Equipment

As previously reported, the property, plant and equipment balance of
Kshs.275,522,000 excludes an undetermined value of land in Athi River which was
allocated to the Board on 18 April 1995. Although the management has made several
attempts including paying Government rates and land rent to repossess and value the
land, it has not been possible due to delay by the Ministry of Land, Housing and Urban
Development. lt is not clear therefore if and when the land will be valued for inclusion
in the financial statements.

Under the circumstances, it is not possible to ascertain the accuracy of the carrying
values of property, plant and equipment balance of Kshs. 275,522,000 as at 31 July
2014.

2. ReceivablesfromNon-ExchangeTransactions

As previously reported, the receivables from non-exchange transactions of
Kshs.35,130,000 as reported under note 24 to the accounts includes imprests and car
loans owed by three (3) former employees of the Board amounting to
Kshs.2,598,589.00 which have been outstanding for a considerable period of time.
Although a provision for bad and doubtful debts has been provided for in the financial
statements and various efforts have been made by the management to pursue
recovery of these debts including legal interventions, these have not so far been
successful. Consequently, the recoverability of these debts appears doubtful. No
explanation has been provided for failure to recover these debts before releasing the
former staff.

Qualified Opinion

ln my Opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of the Board as at 31 July 2014, and of its financial performance and
its cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards and comply with the Sugar Act, 2001.

Emphasis of Matter

Going Concern

With the operationalization of the Agriculture, Fisheries and Food Act and Crops Act of
2013 on 1 August 2014, the Authority has ceased to exist as a legal entity and it now
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operates as a Directorate under the Agriculture, Fisheries and Food Authority (AFFA)
My opinion is not qualified in respect of this matter.

Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

27 March 2015

['*
f .-5.
I
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STATEMENT OF FINANCIAL PERFORMANCE

Note
Revenue from non-exchonge tronsoction
Levy income 3
License ond Permits 4

552,807
32,891

587,63I
Revenue from exchonge tronsoction
lnterest from short term deposits 5
Rent income 6

Miscelloneous lncome 7

21,914

Toto! Revenue 609,545

July 2014
Kshs'000

19,794
624

1,496

223,496
44,678
15,287
6,582

67,269
43,859
45,573
4,279

24,843
33,234

231
32,598

280

542.210

(203)

June 20I3
Kshs'000

513,278
23,805

537,082

34,348
576

3,089

38,013

575,095

205,88r
35,869
13,994
5,756

54,869
45,021
52,305

6,156
18,398
20,887

379
19,567

540

479.621

3,t25
558

Expenses
Stoff costs
Director's expenses
Motor vehicle expense
Communicotion expense
Trovel expenses
Morketing & publicity
Estoblishment costs
Entertoinment costs
Premises expenses
Professionol fees
lnsuronce expenses
Depreciotion expenses
Finonce cost

Totol Expenses

Other Goins/(losses)
Bod debts poid
Goin/(Loss) on sole of ossets

9

10

ll
12

r3
14

t5
16
17

r8
19

20
21

B

1

Nel surplus 6s.200 99.257



STATEMENT OF FINANCIAT POSITION

Nole
July 2014
Kshs'000

June 2013
Kshs'000

364,696
9,494
4,502
2,684

381,377

224,666
163,682
389,349

76?.724

55,20t

5,72s
2,000

53.678
I16,604

77 158

193762

575,963

Assels
Currenl ossels
Cosh ond cosh equivolents 22
Receivobles from exchonge tronsoctions 23
Receivobles from non-exchonge tronsoctions 24lnventories 25

Non-currenl ossets
Property, plont ond equipment
Colloterol deposits

TololAssels

27
26

653 945

28 45,337

171,441
2,503

35, I 30
2,403

211,477

275,522
156,946

442,469

9,159

r3.588
68,094

40.548

r08 632

545,314

82,848
462,466

r 090.628

Currenl llobllltles
Trode & other poyobles from exchonge
tronsoctions
Pension ond other post-employee benefit
obligotions
Poyment received in odvonce
Cunent portion borrowings

Non -c urent llqbllltles

Borrowing

Totol llobllltles

Nel Assels

Reserves
Accumuloted Revenue Reserves

29
30
31

3I

99,606
486 357

I.l51 925

The finonciol stotements on poges I to 6 were opproved for issue by the Monogementond signed on its beholf by:

twt:dl*
R. MKOK

,g$**
A. ONYANGO
ATTERNATE DIRECIOR

2
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STAIEMENI OF CHANGES IN NEI ASSEIS

Copitol
Reserve
Kshs'000

Revoluotion
Reserve
Kshs'000

Revenue SRSP Totol
Reserves Fund Reserves
Kshs'000 Kshs'000 Kshs'000

Nole

Bolonces os ol
Al l3t July 2012

Surplus for the Yeor

Prior yeor odjustment

SRSP Operotions
As of 3Oh June 2013

Bolonces os ol
At l3t July 2013

Surplus for the Yeor

Prior yeor odjustment 33

SRSP Operotions
As ot 3l st JulY 2014

6,900 49,114 994,112 65,787 509,913

99,257 99,257

(7,013)

Q6,1951
486.357 39.5?2

(7,0'13)

(26,194)
575.9636.900

6,900

6.900

43,1U

43,114 486,357 39.592 575,963

65,200 65,200

(89,090) (89,090)

36 6,7 58)

462.466 32.834
(6,7s8)

545.3144W
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STATEMENT OF CASH FLOWS

Cosh flows from operollng octlvlfies

Cosh generoted from operotions 34
lnterest received 5
Nel cosh generoted from operollng ocflvllles

Cosh flows from lnvesllng octlvllles

Purchose of property, plont ond equipment 37
Proceeds from disposol of property, plont ond
Equipment
Cosh ploced os colloterolwith o bonk
Net cosh generoted from lnvesllng
Acllvllles

Nole July 2014
Kshs'000

(116,5441
19,794

('6.7s0)

(79,478)

171
(3,264)

(82,571r

June 2013
Kshs'000

72
34,349
u.420

(60,295)

895
(32.e53)

(e2 3€)

(26,194)
(3.588)

Cosh fiows from finonclng octlvlfies
Funds under SRSP

Repoyments of long-term borrowings

Nel cosh generoled from ffnonclng
Acllvllles

Decreose in cosh ond cosh equivolents

At the stort of the yeor

At the end of the yeor

fi3.934) e:282r

(193,255) (87,704)

364.696 452.401

171,441 364,696

36
3t

(6,759l.
(7,176)

4



STAIEMENT OF COMPARISION OF BUDGEI AND ACTUAT AMOUNTS

OrlglnolBudget Acluolon

Comporoble Bosls

2013- July l4
Kshs.'000

Peformonce

Revenue
Sugor Levy
Millers onnuol licensing fees

Sugor lmporters licensing fee
Molosses permils

lnterest from short term dePosits

Rent income

Other Miscelloneous ReceiPts

Gront DEVT Portner-EU

Iotol Revenue

EXPENSES

Stoff costs
Directors' expenses

Motor vehicle expense
Communicotion expense

Trovelexpenses

Morketing & PublicitY
Estoblishment costs
Entertoinment
Premises expenses

Professionol fees
lnsuronce

2013-July 2014

Kshs.'000

623,824
23,500

9,667
1,312

15,043
624

875

19,913

694,758

353,269
49,991

14,821

8,254

60,423

42,192
50,091

5.200
23,189

20,0s0
s27

s52,807
24,300

5,650
1,941

19,794

624

1,496

143

607,756

Dlfference
2013-Julyl4
Kshs.'000

(69,084)

800

(3,0r 7)

629

4,751

621

119,77O)

(87,002)

129,773
5,313

1466)
1,672

(6,845)

(1,667)
4,518

921
(r ,6s4)

(r 3,184)
296

223,496
44,678

15,287

6,s82

67,268

43,859
45,573
4,279

24,843

33,234
231

Depreciotion 31,424 32,598 11,174)
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Finonce cost
Gront DEVT Portner-EU

Totol Expendlture

Surplus for the period

CAPlTAt EXPENDITURE

Buildings
Motor Vehicles
Office Equipment
Office Furniture
Fixtures & Fittings

Computer Equipment

Tolol

s90
19,913

679,934

14,824

Orlginol Budget

2013-July l4
Kshs.'000

30,000
r4,000
10,759

5,063
8,340

42,339

r r0,50t

280
8,3r8

550,529

57,228

Actuolon
Comporoble Bosls
2013-July l4
Kshs.'000

310
r 1,595

129,406

42,404

Performonce
Dlfference
2013-July l4
Kshs.'000

30,000

996

7,307

38,303

14,000

9,763
5,053
8,340

35,032

72,198

Explonolory notes on significont performonce differences

o) Revenue
During lhe period under review, Kenyo Sugor Boord's totol revenue wos Kshs.SZm
below the budgeted omount of Kshs.697m. This wos ottributed to low importotion
of brown/mill white sugqr ond decreosed ex-foctory sugor prices despite high
production levels. lnterest from short-term deposits wos 4.7m obove the
budgeted figure of lSm due to increose in omounts held on the short-term
deposits compored to budget.

b) Expenses
During the period under review, the Boord's octuol stoff costs were Kshs.12g.gm
below the budget of Kshs.353m. This wos due to onticipoted stoff solory review
which wos put on hold by woy of the Government of Kenyo directive.
Professionol fees were Kshs.13.2m obove budget moinly os o result of legol coses
thot come up during the yeor thot were not plonned for. Kenyo Sugor Boord
Budgeted for EU gronts to the tune of Kshs.l9.9m but only kshs8.3m wos spent.
This wos ottributed to rood infrostructure expenses thot the boord hod budgeted

6



for, the infrostructure works were undertoken but poyment to the controctors

mode direcily by EU due to threshold requirements. Trovel expenses were olso

Kshs.6.gm obove budget due to stoff tronsfers to new stotions orising out of

rotionolizotion of operolions coupled with increosed surveillonce octivities oimed

of curbing illegol imPorts.

c) Copilol ExPenditure
The Boord did not utilize 65% of the copitol budget due to restriction by

government to spend the funds.

7



l. Generol lnformolion

The finonciol stotement of the Boord for the thirteen months ended 3lst July 2014
were outhorized for issue in occordonce with the resolution of the Boord of
directors on 30rn Jvly 2014. Boord principol octivities ore to regulote develop ond
promote the Sugor lndustry. The registered office is Sukori Plozo Off Woiyot<i woy
Noirobi.

2.1 Slolemenl of complionce ond bosis of preporolion

The finonciol stotement of the Boord is prepored in complionce with ond comply
with internotionol public sector Accounting Stondords (IPSAS). The finonciol
stotements ore presented in Kenyo shillings (Kshs) which the functionol ond
reporting currency of the Boord ond oll volues ore rounded to the neorest
thousond (Ksh000). The occounting policies hove been consistently opplied to oll
the yeors presented.

2.2 Summory of significonl occounting policies

The principol occounting policies odopted in the preporotion of these
finonciol stotements ore set out below:

(o) Revenue recognilion

Revenue from non-Exchonge lronsoclions
The Boord recognizes Levy income on the bosis of sugor soles by millers.
Sugor millers ore obliged to poyment levy chorged on soles.

Tronsfers from developmenl porlners
Revenue from non- exchonge tronsoctions from development portners
ore meosured of foir volue ond recognized on obtoining control of the
ossets(cosh, goods, services ond property ) if the tronsfer if free from ony
condition ond is proboble thot the economic benefits or service potentiol
reloted to the osset will flow to the Boord ond con be meosured reliobly.

Revenue from exc honge tronsoctions
lnterest income is occrued using effective yield method. Ihe effective

yield discounts estimoted future cosh receipts through the expected life of
the finonciol osset to the osset net corrying omount. The method opplies

8
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this yield to the outstonding principol to determine interest income eoch

period

Rendering of Services
The Boord recognizes revenue from permits ond licenses when the document is

prepored ond reodY for issue'

Renl income
Rentol income orising from stoff quorter ond stoff conteen is recognized of the

end of every month the property is occupied'

Sole of old ossels ond documents
Revenue from sole of old ossets is recognized when the significont risks ond

rewords of ownership hove been tronsferred to the buyer. Revenue from sole of

documents ond other periodicols is recognized when ownership is tronsferred.

(b)Budget informotion - IPSAS 24

The onnuol budget is prepored on the occruol bosis, thot is, oll plonned costs

ond income ore presented in o single stotement to determine the needs of the

Boord. As o result of the odoption of the occruol bosis for budgeting purposes,

there ore no bosis, timing or entity differences thot would require reconciliotion

between the octuol comporoble omounts ond the omounts presented os o

seporote odditionol finonciol stotement in the stotement of comporison of

budget ond octuol omounts.

(c) Toxes
Current income tox liobilities for the current period ore meosured of the

omount expected to be poid to tox outhorities. The tox rotes ond tox lows

used to compute the omount ore those thot ore enocted or substontively

enocted, of the reporting dote in the oreo where the Boord operotes ond

generotes toxoble income.

(d) Sole tox
i^p"r'r., ond ossets ore recognized net of the omount of sole tox, except:
o Where the sole tox incurred on purchose ossets or is not recovered from the

toxotion outhority, in which cose the sole tox is recognized os port of the

cost of ocquisition of the osset or os port of the expense item os opplicoble.
o When the receivobles ond poyobles ore stoted with the omount of sole tox

included. The net omount of soles tox recovered from, or poyoble to, the

9



toxotion outhority is included os port of receivobles or poyobles in the
stotement of finonciol position.

(e) lnveslment property - IPSAS 16

lnvestment properties ore meosured initiolly of cost, including tronsoction costs.
The corrying omount includes the replocement cost of Components of on
existing investment property of the time thot cost is incurreO if ihe recognition
criterio ore met ond excludes the costs of doy-to-doy mointenon.e tf on
investment property.

lnvestment property ocquired through o non-exchonge tronsoction is meosured
of its foir volue of the dote of ocquisilion. Subsequent to initiol recognition,
investment properties ore meosured using the cost model ond ore deprecioted
over o 3O-yeor period.

lnvestment properties ore derecognized either when they hove been disposed of
or when the investment property is permonently withdrown from use ond no
future economic benefit or service potentiol is expected from its disposol. The
difference between the net disposol proceeds ond the corrying omount of the
osset is recognized in the surplus or deficit in the period of de-recognition.

Tronsfers ore mode to or from investment property only when there is o chonge in
use.

(f) Property, plonl ond equipment-lpsAs l7

All property, plont ond equipment ore initiolly stoted of cost less occumuloted
depreciotion. Cost co thot is directly ottributoble to ocquisition of the items.
When significont port of the property, plont ond equipment ore required to be
reploced of intervols, the Boord recognizes such ports os individuol ossets with
specific useful lives ond depreciotes them occordingly. Likewise when o mojor
inspection is performed its cost is recognized in the corrying omount of the plont
ond equipment os o replocement if the recognition criterio ore sotisfied. All other
repoir ond mointenonce costs ore recognized in surplus or deficits os incurred.
Where on osset is ocquired in o non- exchonge tronsoction for nil or nominol
considerotion the osset is initiolly meosured of its foir volue.

Under IPSAS l7 the Boord hos o policy choice for the meosurement of property,
plont ond equipment ofter initiol recognition. The Boord moy choose either the
cost model or the revoluotion model for the entire closses of property, plont ond
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equipment. The Boord hos elected to use the revoluotion model for closses of

property, plont ond equiPment.

Freehold lond is not deprecioted. Depreciotion on olher ossets is colculoted

using either stroight line or reducing method to write down their cost or revolued

omJunts to their residuol volues orer their estimoted useful lives. The rotes ond

depreciotion method opplied is os follows:

Rotes - % Melhod

Buildings
Office equipment
Motor vehicles
Computers
Office furniture
Mointenonce equiPment
Fixtures ond Fittings

2.s %
12.5 %
2s.0 %

33.3 %
12.5 %
12.5 %
12.5 %

Reducing
Reducing
Stroight line
Stroight line
Reducing
Reducing
Reducing

(g) lnlongible ossels - IPSAS 3l

lntongible ossets ocquired seporotely ore initiolly recognized of cost. The cost of

intongible ossets ocquired in o non-exchonge tronsoction is their foir volue of the

dote of the exchonge. Following initiol recognition, intongible ossets ore corried

of cost less ony occumuloted omortizotion ond occumuloted impoirment losses.

lnternolly generoted intongible ossets, excluding copitolized development costs,

ore not copitolized ond expenditure is reflected in surplus or deficit in the period

in which the expenditure is incurred.

The useful life of the intongible ossets is ossessed os either finite or indefinite.

(h) Reseorch ond developmenl cosls

The Entity expenses reseorch costs os incurred. Development costs on on

individuol project ore recognized os intongible ossets when the Entity con

demonstrote:

)The technicol feosibility of completing the osset so thot the osset will be

ovoiloble for use or sole

Flts intention to complete ond its obility to use or sell the osset

) How the osset will generote future economic benefits or service potentiol
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)The ovoilobility of resources to complete the ossel

)The obility to meosure reliobly the expenditure during development

Following initiol recognition of on osset, the osset is corried of cost less ony
occumuloted omortizotion ond occumuloted impoirment losses. Amortizotion of
the osset begins when development is complete ond the osset is ovoiloble for
use. lt is omortized over the period of expected future benefit. During the period
of development, the osset is tested for impoirment onnuolly with ony impoirment
losses recognized immediotely in surplus or deficit.

l) Finonciol instruments - IPSAS 29
Finonciol ossefs
lnttiol recognilion ond meosure menl

Finonciol ossets within the scope of IPSAS 29 Finonciol lnstruments: Recognition
ond Meosurement ore clossified os finonciol ossets of foir volue through surplus or
deficit, loons ond receivobles, held-to-moturity investments or ovoiloble-for-sole
finonciol ossets, os oppropriote. The Entity determines the clossificotion of its
finonciol ossets of initiol recognition.

loons ond receivobles
Loons ond receivobles ore non-derivotive finonciol ossets with fixed or
determinoble poyments thot ore not quoted in on octive morket. After initiql
meosurement, such finonciol ossets ore subsequently meosured of omortized
cost using the effective interest method, less impoirment. Amortized cost is

colculoted by toking into occount ony discount or premium on ocquisition ond
fees or costs thot ore on integrol port of the effective interest rote. Losses orising
from impoirment ore recognized in the surplus or deficit.

Held-to-molurity
Non-derivotive finonciol ossets with fixed or determinoble poyments ond fixed
moturities ore clossified os held to moturity when the Entity hos the positive
intention ond obility to hold it to moturity. After initiol meosurement, held-to-
moturity investments ore meosured of omortized cost using the effective interest
method, less impoirment. Amortized cost is colculoted by toking into occount
ony discount or premium on ocquisition ond fees or costs thot ore on integrol
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port of the effective interest rote. The losses orising from impoirment ore

recognized in surplus or deficit.

lmpairmenl ol finonciol ossefs

The Entity ossesses of eoch reporting dote whether there is objective evidence

thot o finonciol osset or o entity of finonciol ossets is impoired. A finonciol osset or

on entity of finonciol ossets is deemed to be impoired if, ond only if, there is

objective evidence of impoirment os o result of one or more events thot hos

occurred ofter the initiol recognition of the osset (on incurred 'loss event') ond

thot loss event hos on impoct on the estimoted future cosh flows of the finonciol

osset or the entity of finonciol ossets thot con be reliobly estimoted. Evidence of

impoirment moy include the following indicotors:

) The debtors or on entity of debtors ore experiencing significont finonciol

difficulty

) Defoult or delinquency in interest or principol poyments

) The probobility thot debtors will enter bonkruptcy or other finonciol

reorgonizotion

) Observoble doto indicotes o meosuroble decreose in estimoted future

cosh flows (e.g. chonges in orreors or economic conditions thot correlote

with defoults)

j) F i n o n ciol liobilifies
t nitiol r ec ognilion a nd m eos uremenf
Finonciol liobilities within the scope of IPSAS 29 ore clossified os finonciol liobilities

ot,foir volue through surplus or deficit or loons ond borrowings, os oppropriote.

The Boord determines the clossificotion of its finonciol liobilities of initiol

recognition.

All finonciol liobilities ore recognized initiolly of foir volue ond, in the cose of loons

ond borrowings, plus directly ottributoble tronsoction costs.

loons ond borrowing
After initiol recognition, interest beoring loons ond borrowings ore subsequently

meosured of omortized cost using the effective interest method. Goins ond losses
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ore recognized in surplus or deficit when the liobilities ore derecognized os well
os through the effective interest method omortizotion process.
IPSAS 29.65

Amortized cost is colculoted by toking into occount ony discount or premium on
ocquisition ond fees or costs thot ore on integrol port of the effective interest
rote.

k) lnvenlories - IPSAS 12

lnventory is meosured of cost upon initiol recognition. To the extent thot inventory
wos received through non-exchonge tronsoctions (for no cost or for o nominol
cost), the cost of the inventory is its foir volue of the dote of ocquisition.

Costs incurred in bringing eoch product to its present locotion ond conditions ore
occounted for, os follows:

F Row moteriols: purchose cost using the weighted overoge cost method
F Finished goods ond work in progress: cost of direct moteriols ond lobor ond

o proportion of monufocturing overheods bosed on the normol operoting
copocity, but excluding borrowing costs

After initiol recognition, inventory is meosured of the lower of cost ond net
reolizoble volue. However, to the extent thot o closs of inventory is distributed or
deployed of no chorge or for o nominol chorge, thot closs of inventory is
meosured of the lower of cost ond current replocement cost.

Net reolizoble volue is the estimoted selling price in the ordinory course of
operotions, less the estimoted costs of completion ond the estimoted costs
necessory to moke the sole, exchonge, or distribution.

lnventories ore recognized os on expense when deployed for utilizotion or
consumption in the ordinory course of operotions of the Entity.
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l) Provisions - IPSAS l9

Provisions ore recognized when the Boord hos o present obligotion (legol or

constructive) os o result of o post event, it is proboble thot on outflow of

resources embodying economic benefits or service potentiol will be required to

setle the obligotion ond o relioble estimote con be mode of the omount of the

obligotion.

Where the Boord expects some or oll of o provision to be reimbursed, for

exomple, under on insuronce controct, the reimbursement is recognized os o

seporote osset only when the reimbursement is virtuolly certoin'

The expense reloting to ony provision is presented in the stotement of finonciol

performonce net of ony reimbursement.

Confin genf liobilifies
The Boord does not recognize o contingent liobility, but discloses detoils of ony

contingencies in the notes to the finonciol stotements, unless the possibility of on

outflow of resources embodying economic benefits or service potentiol is

remote.

Confingenf ossefs

The Boord does not recognize o contingent osset, but discloses detoils of o
possible osset whose existence is contingent on the occurrence or non-

occurrence of one or more uncertoin future events not wholly within the control

of the Entity in the notes to the finonciol stotements. contingent ossets ore

ossessed continuolly to ensure thot developments ore oppropriotely reflected in

the finonciol stotements. lf it hos become virtuolly certoin thot on inflow of

economic benefits or service potentiol will orise ond the osset's volue con be

meosured reliobly, the osset ond the reloted revenue ore recognized in the

finonciol stotements of the period in which the chonge occurs'
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m) Noture ond purpose of reseryes

The Boord hos creoted ond mointoined four types of reserves os described
below:

Copitol Reserves
This is o reserve meont to coter for items of copitol noture donoted to the Boord.
This comprises of the volue of the Boord's Kobete plot L.R. No. 2,|705 in which its
heodquorters ore situoted.

Re-voluotlon
The Boord hos creoted ond mointoined revoluotion reserye to hold revoluotion
surpluses. Voluotion deficits ore chorged on stotement of performonce, while the
revoluotion surpluses ore credited ond occumuloted revoluotion Surplus

Revenue Reserves
This is o buildup of retoined eornings over the post yeors. Surplus for the period
ore occumuloted under this reserve .

n) Chonges ln occounling policles ond esilmotes - lpSAS 3
The Boord recognizes the effects of chonges in
retrospectively. The effects of chonges in occounting
prospectively if retrospective opplicotion is improcticol.

occounting policy
policy ore opplied

o) Employee benefits - TPSAS 25

Relirement benefit plons

The Boord provides retirement benefits for its employees. Defined contribution
plons ore post-employment benefit plons under which the Boord poys fixed
contributions into Stondord Chortered Bonk lnvestment ond will hove no legol or
constructive obligotion to poy further contributions if the fund does not hold
sufficient ossets to poy oll employee benefits reloting to employee service in the
currenl ond prior periods. The contributions to fund obligotions for the poyment
of retirement benefits ore chorged ogoinst income in the yeor in which they
become poyoble.
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p) Foreign currency tronsoctions - IPSAS 4

Tronsoctions in foreign currencies ore initiolly occounted for of the ruling rote of

exchonge on the dote of the tronsoction. Trode creditors or debtors

denominoted in foreign currency ore reported of the stotement of finonciol

position reporting dote by opplying the exchonge rote on thot dote. Exchonge

differences orising from the settlement of creditors, or from the reporting of

creditors of rotes different from those of which they were initiolly recorded during

the period, ore recognized os income or expenses in the period in which they

orise.

s) Bonowing cosls - IPSAS 5

Borrowing costs ore copitolized ogoinst quolifying ossets os port of property,

plont ond equipment.
Such borrowing costs ore copitolized over the period during which the osset is

being ocquired or constructed ond borrowings hove been incurred.

Copitolizotion ceoses when construction of the osset is complete. Further

borrowing costs ore chorged to the stotement of finonciol performonce.

q) Reloted porlles - IPSAS 20

The Boord regords o reloted porty os o person or on entity with the obility to exert

control individuolly or jointly, or to exercise significont influence over the Entity, or

vice verso. Members of key monogement ore regorded os reloted porties ond

comprise the Boord of directors ond top monogement teom.

r) Service concession orrongemenls - IPSAS 32

The Boord onolyses oll ospects of service concession orrongements thot it enters

into in determining the oppropriote occounting treotment ond disclosure

requirements. ln porticulor, where o privote porty contributes on osset to the

orrongement, the Boord recognizes thot osset when, ond only when, it controls or

regulotes the services the operotor must provide together with the osset, to

whom it must provide them, ond of whot price. ln the cose of ossets other thon

'whole-of-life' ossets, it controls, through ownership, beneficiol entitlement or

otherwise - ony significont residuol interest in the osset of the end of the

orrongement. Any ossets so recognized ore meosured of their foir volue. To the

extent thot on osset hos been recognized, the Entity olso recognizes o

corresponding liobility, odjusted by o cosh considerotion poid or received.
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s) Cosh ond cosh equivolenls

Cosh ond cosh equivolents comprise cosh on hond ond cosh of bonk, short-term
deposits on coll ond highly liquid investments with on originol moturity of three
months or less, which ore reodily convertible to known omounts of cosh ond ore
subject to insignificont risk of chonges in volue. Bonk occount bolonces include
omounts held of the Centrol Bonk of Kenyo ond of vorious commerciol bonks ot
the end of the finonciol yeor. For the purposes of these finonciol stotements,
cosh ond cosh equivolents olso include short term cosh imprests ond odvonces
to outhorised public officers ond/or institutions which were not surrendered or
occounted for of the end of the finonciol yeor.

t) Comporollve figures

Where necessory comporotive figures for the previous finonciol yeor hove been
omended or reconfigured to conform to the required chonges in presentotion.

u) Significont judgments ond sources of estimollon uncerlointy - IPSAS I

The preporotion of the Boords' finonciol stotements in conformity with IPSAS
requires monogement to moke judgments, estimotes ond ossumptions thot
offect the reported omounts of revenues, expenses, ossets ond liobilities, ond the
disclosure of contingent liobilities, of the end of the reporting period. However,
uncertointy obout these ossumptions ond estimotes could result in outcomes thot
require o moteriol odjustment to the corrying omount of the osset or liobility
offected in future periods.

Esfimofes ond ossu mplions
The key ossumptions concerning the future ond other key sources of estimotion
uncertointy of the reporting dote, thot hove o significont risk of cousing o
moteriol odjustment to the corrying omounts of ossets ond liobilities within the
next finonciol yeor, ore described below. The Boord bosed its ossumptions ond
estimotes on porometers ovoiloble when the consolidoted finonciol stotements
were prepored. However, existing circumstonces ond ossumptions obout future
developments moy chonge due to morket chonges or circumstonces orising
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beyond the control of the Boord. Such chonges ore reflected in the ossumptions

when they occur. IPSAS 'l .140

Useful lives ond residuol Yolues

The useful lives ond residuol volues of ossets ore ossessed using the following

indicotors to inform potentiol future use ond volue from disposol:

o The condition of the osset bosed on the ossessment of experts employed

by the Boord;
o The noture of the osset, its susceptibility ond odoptobility to chonges in

technology ond Processes;
o The noture of the processes in which the osset is deployed;
. Avoilobility of funding to reploce the osset;

. Chonges in the morket in relotion to the osset'

Provisions

provisions were roised ond monogement determined on estimote bosed on the

informotion ovoiloble. Additionol disclosure of these estimotes of provisions is

included in note 29.

provisions ore meosured of the monogement's best estimote of the expenditure

required to setle the obligotion of the reporting dote, ond ore discounted to

present volue where the effect is moteriol.

Assumptions were used in determining the provision for rehobilitotion of londfill

sites. Londfill oreos ore rehobilitoted over yeors ond the ossumption wos mode

thot the oreos stoy the some in size for o number of yeors.

provision is mode for the estimoted cost to be incurred on the long-term

environmentol obligotions, comprising expenditure on pollution control ond

closure over the estimoted life of the londfill. The provision is bosed on the odvice

ond judgment of quolified engineers.

The estimotes ore discounted of o pre-tox discount rote thot reflects current

morket ossessments of the time volue of money.

The increose in the rehobilitotion provision due to possoge of time is recognized

os finonce cost in the stotement of finonciol performonce.
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The cost of ongoing progroms to prevent ond control pollution ond rehobilitote
the environment is recognized os on expense when incurred.

v) Subsequent events - !pSAS l4
The Agriculture Fisheries ond Food Authority Act 20,l3 wos gozette on lsr August
2014 thereby dissolving Kenyo sugor Boord ond hoving oll its ossets ond liobilities
ossumed by the new Authority.

3. Levy lncome

Totol SDL for the thirteen months
SDL ovoiloble for shoring (BS%)
levy received

July 2014
Kshs'000

.l,858,175

1 .579,449
552.807

June 2013
Kshs'000

1,725,303
1,466,508

sl3.278

Levy income is received by the Boord from SDF ond is bosed on 1.414 of
the revenue ovoiloble for shoring.

4. Llcenses ond permit income

Molosses permits
Millers Annuol Licensing fee
Sugor lmporters licensing fee

5. lnleresl from shorl lerm deposils

July 2014
Kshs'000

1,941
24,300

6,650
32.891

June 2013
Kshs'000

3,405
r r,300
9.1 00
3.80s

June 2013
Kshs'000

July 2014
Kshs'000

lnterest income on deposits lg,7g4 34,348

Surplus funds of the Boord ore invested in short term deposits with finonciol
institutions of the prevoiling morket rotes.
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6. Rent lncome

Rent from stoff quorter
Rent from conteen

468

624

July 2014
Kshs'000

156

July 2014
Kshs'000

June 2013
Kshs'000

June 201 3
Kshs.'000'

432
144

w
Some of the support stoff of the Boord ore housed in the stoff quorters where

they ore chorged rent of orm's length. The conteen is rented out to on

independent iervice provider to offer cotering services to the stoff.

July 2013
Kshs'000

July 2014
Kshs'000

(203)

7. Miscelloneous income

Miscelloneous receiPts 1,496 3'089

Miscelloneous income of the Boord includes sole of tender documents, sole of

sugor yeor book, sugor stotistics ond other incomes'

8. Loss on Sole of ossels July 2013
Kshs'000

658Goin/(Loss)

July 2014
Kshs.'000'9. Stoff costs

Bosic Poy
House Allowonce
Entertoinment Allowo nce
Other Allowonces
Possoge & Leove ExPenses

Co. NSSF Contribution
Co Pension Contribution
Co. Grotuity Contribution
Tronsport Allowonce
Responsibility Allowonce
Utilities
GPA lnsuronce

'133,067

28,781
1,342

I 
,|,008

2,10j'
284

17 ,77 5
.|,531

17,472
l,'l l5
6,496
2,523

223,496

123,602
26,146

1,.l90
5,839
2,590

259
17 ,7 64

1,452
,l5,689

1,071
5,817
4,461

205,881
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10. Directors Expenses
Trovel, occommodotion ond sitting
ollowonce
Directors lnsuronce
Honororio
TOTAL

I l.Molor vehicle expenses
Fuel Expenses
Tyres & Tubes
Molor Vehicle Mointenonce
Toll Chorges

Renewol of Driving Licenses
Motor Vehicle lnsuronce
Motor Vehicle inspection
Rotes - Porking fees
TOTAT

I 2. Communicotion Expenses
Telephone expenses
lnternet expenses
Postoge & telegroms
TOTAT

l3.Trovel Expenses
Trovel - Employees
Trovel - Non-Employees
TOTAL

I 4. Morketing ond Pubticity
Conferences & Meetings
Publicity
ASK Show Expenses
Donotions
lnternotionol Conferences

TOTAT

I 5. Estobllshment Costs
Stotionery Expenses

42,903
835

1,040
44,679

14,878
8,067
6,642
2,943
11 ,329

43,959

8,046
8.l3

3,873
lt

l0
2,052

71

411
15,297

5,265
34

1,283
6,582

65,544
1,725

67,269

448
960

35,969

7,020
499

4,107
t3

7
1,961

43
344

13,994

3,760
779

1,218
5,756

53,907
1,062

54,869

34,461

l8,l3g
7,845
4,852
1,697

12,499

45,021

4,3504,047
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Uniforms & Clothing
Books & Periodicols
Librory Expenses
Newspopers
Office Beveroge
Stoff Welfore Expense
Troining
Medicol Expenses
Seminors ond workshoPs

1 6. Entertoinment Costs
Officiol Entertoin ment
Members Clubs

17. Premlses ExPenses
Electricity
Woter
Rent
Rotes
Plont & Equipment Mointenonce

Buildings & Stotions Mointenonce
Hire of Security Services
Compound Mointenonce
Fixed Assets ExPensed
Miscelloneous & Other Chorges
TOTAL

18. Professionol fees
Audit Fees
Consultoncy
Legol Fees
Other Professionol Fees &
Commissions

l9.lnsuronce ExPenses
Money Fire & Perils lnsuronce
Office Equipment lnsuronce
Other lnsuronces

495
167
22

,l,070

1,248
1,583

.l0,904

22,782
3,255

45,573

575
l,l45

221
926

1,59'l
2,173

12,048
25,437
3,839

52,305

3,862
4\7

4,279

3,386
741

6,945
1,211
3,346

3,877
3,086

819
124

r.308
24,843

1,382
4,939

26,807

105
33,234

68
36

126
231

5,317
839

6,156

2,607
716

5,044
593

2,320

2,669
3,222

123
114
990

18,398

1,452
6,177
8,256

5,003
20,887

694
48

3.045
3,787
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20. Depreciotion Expenses -PPE
Depreciotion - Buildings
Depreciotion - Motor Vehicles
Depreciotion - Office Equipment
Depreciotion - Office Furniture
Depreciotion - Fixtures & Fittings

Depreciotion - Computers
Depreciotion - Mointenonce
Equipment

21. Finonce Costs

Bonk chorges

22. Cosh ond Cosh Eouivolents

Notionol Bonk Hill Bronch Noirobi
Stondord Chortered-Kisumu
Stondord Chortered-Ko ko mego
Notionol Bonk Momboso
Petty Cosh Noirobi
Petty Cosh Kisumu
Petty Cosh Momboso
Petty Cosh Kokomego
SRSP Euro Account
Short term deposits

23. Receivobles from exchonge
tronsocllons
Prepoyments ond deposits

2,396
14,421

1,192
l,5Bl

756

12,148

114
32,599

Jvly 2014
Kshs'00

2,112
10,573

784
1,359

785

3,834

121
19,567

280

31.07.2014
KSHS

June 2013
Kshs'000

540

30.06.20r3
KSHS

4,393
5l

345
148

0
0
0
0

40,429
319,329
364.696

9,494
9.494

33,750
202
89

413
300
149

8
108

32,502
r 03,910
171.441

2,503
2.503

24. Receivobles from non- exchonge
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Tronsocllons

lmprests
Stoff odvonces
Debts owed by former stoff
Outstonding debt from SDF

Other debtors
Owed to SRSP

Less provisions for bod debts

25. lnventories

Stotionery stock

26.Collolerol Deposlts

Opening bolonce os of lst JulY 20.l3

Additionol lnvestment
lnterest copitolized

Al3lst July 2014

2,048
2,858
2,599

16,397
14,040

332
38,273

3,'143
35.130

2,403

163,682
0

3,264

166.946

2,403

281
3,564
2,628

0
1,173

o
7,645
3,143
4.s03

2,684

130,729
30,000

2,953

r 63.682

2.684
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28. Trode ond Olher poyobles from exchonge
lronsoclions

Trode creditors
Poyroll Cleoronces
Unpoid Honororium

Stoff dues
Bonk overdroft
Audit fees provision
Funds owed to SRSp

29. Pension ond other posl-emptoyment benefil plons

Pending pension remittonce
Grotuity occrued for current ond former CEOs

30. Poymenls received in Advonce
Licensing fees

31. Borrowings

Short term bonowings
Term loon from SDF for Heodquorters
Totol borrowings
Less: Totol Current portion
Totol non- current
borrowing

Jvly 2014
KSHS

32,799
l0,Bl 7

176

163

1,382
0

45.337

54, 
.l 
35

June 2013
KSHS

44,914
8,407

280

114
171

1,276
39

55.201

2,33s
3,391

5,725

2,000

69,525
6r.31 I

r30,836
(53.678r

0

4,237
4,922
9.r59

0

0

54, r 36
(13.588)

40.548 77.158

32. Reloted Porty Tronsoclions ond bolonces

i) Kenyo Sugor Boord is Funded through Sugor Development Levy from Sugor
Development fund of o rotio of 1.4/4 of the net levy collections ofter 15%
reserve retentions. During the period, the Boord received levy omounting to
Ksh.552,807,07I from the Fund.

ii) The Boord owed the fund Ksh.54,135,686 in respect to lnterest free long term
loon gronted in lggg for construction of KSB heodquorters.
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33. Prior yeor odjuslmenls

( i) Court Coses
During the yeor two securities deposited of Kshs. 7,OOO,0OO ond Kshs. g0,366,3gg
held by the Judiciory ond Co-operotive bonk respectively were poid out when
the Boord lost lhe two coses. The Boord hod disclosed contingent liobility without
providing for the some in the stotement of performonce. A further Kshs.7,g7B,572
reloting Ndungu Gothinji cose hove been occrued owoiting opprovols to
releose the funds.

(il) Bulldins

Building supervision fees of Kshs.4,35O,OOO expenses in 2012ll3wos copitolized to
form port of building cost in occordonce with IPSAS lZ.

(iil) Operolionol expenses
Other operotionol expenses for the prior period odjusted through stotement of
chonges in net ossets omounted to Kshs. 201,448

34. Cosh generoled from operotlons

Operoting surplus
Add bock depreciolion
Less interest income
(Goin)/Loss reolized on disposol of ossets
Prior Yeor Adjustment

Jvly 2014
Kshs'000

65,200

32,598
(19,794)

203
(93,440)

June 2013
Kshs'000

99,257

19,567

(34,348)

(6sB)

(7 ,7 56)

Chonges ln working copltol
(lncreose)/Decreose in lnvenlory 2A1
(lncreose)/Decreose in Trode & other receivobles (23,6371
lncreose in Trode & other poyobles (8,430)
Decreose in short-term borrowings (69,525l

fi 16.544)

806
(5,t 35)

8,291
(78,e671

72

35. Sugor Reforms Support Project Fund (SRSP)
The Boord hos o three yeor finoncing ogreement with Delegotion of Europeon
Union. Under the Agreement, Delegotion of Europeon Union will support reforms in
the sugor industry by disbursing funds through or in colloborotion with the Boord to
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a

o tune of EUR 1,922,350 over o period of three yeors. The Boord is implementing
the finol Progromme Estimote PE3 running fromlst December,20l2 to 30tn Moy
2014.

SRSP Fund Posilion os ot 3Ist July 2014

Totol Gront Received
lnterest eorned from bonk
Unspent omount for PEI refunded to EU

Net Gront

Expendllures
Cumulotive Expenditure
Gront net of Expenditure
Add bock: Exchonge goins

Totol Fund

Represented by:

Bonk bolonces
Add Debtors
Less Poyobles

Totol fund bolonce 31 .07 .14
Totol fund bolonce 30.05..l3

Chonge during the period

July 2014
Ksh '000'
194,132

9
140,287
53,853

54,417
(564)

33,399

32.834

32,502
332

0

June 2013
Ksh '000'
194,132

140,287
53,844

46,097

39.593

40429
16

(85s)

3.|,845

Totol Asset 32.834 39.593

The unspent funds under (PEl) EUR I ,005,644 (Ksh.140,287,338) were refunded to
Europeon Union on 29tn September,201'l pending releose of (PE2) funds. Similor
refund of Euro 225,402 (Kshs. 26,464,1 10) wos mode on 22nd August 2014.

36. Chonge in Sugor Reforms Supporl Projecl Fund

July 2014
Kshs'000

32,934
39.593

(6.758)

June 2013
Kshs'000

39,593
65,787

( 26,194)
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KENYA SUGAR BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE THIRTEEN MONTHS ENDED 31ST JULY 2014

37. Acquisition of ossets during lhe period

Additions during period per nole 27
Adjustment for consultoncy fees poid
in 201 2113 bvI copitolized in 2013114
Purchqse of property, plonl ond equipmenl

Jvly 2014
KSHs'000

B3,B2B

4,350
79,478

June 2013
KSHS'000

60,285

0
60,285

38. Contingenl Liobility
Currently Kenyo Sugor boord hos two pending coses. The motters ore in court
pending heoring ond judgement. (KSB Vs. Ndungu Gothinji ond one other)

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summory of issues roised by the externol ouditor, ond
monogement comments thot were provided to the ouditor. We hove nominoted
focol persons to resolve the vorious issues os shown below with the ossocioted time
frome within which we expect the issues to be resolved.

One yeor

Referenc
e No. on

lhe
exlernol

oudit
Reporl

lssue / Observolions from
Auditor

Monogemenl
commenls

Focol Point
person to

resolve the
issue (Nome

ond
desisnofion)

Stotus:
(Resolved

lNot
Resolved)

Timefrome:
(Pul o dole
when you

expecf fhe
issue fo be
resolved)

l

As similorly reported in the
previous yeors, the
properly, plont ond
equipment bolonce of
Kshs. 224,6666,000
excludes on
undetermined volue of
lond in Athi River
ollocoted to the Boord on
lBtt April, 1995. Although
the monogement hos
mode severol ottempts
including poying, the
government roles ond
rent, lhis hos not been
possible due to deloys by
the Ministry of Londs to
issue title deed.
Under the circumstonces,
the occurocy ond
completeness of the

Monogement is

hoppy to report lhot
the deed plon initiolly
reported to be lost
wos finolly retrieved
within lhe londs office.
All steps required to
issue the title deed
including poying
government renl ond
rotes hove been done
ond monogement is

owoiting title deed
ony time. Once the
title deed is issued,
monogement will
move with speed to
toke possession of the
lond, volue il ond
incorporote ils volue in
the finonciol

Compony
secretory

Not
Resolved
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stotementcorrying volues of PPE

bolonce Kshs. 224,666,000
not be co

Not
Resolved

Compony
secretory

It is true trode ond
other receivobles of
Kshs, 13,997 ,0O0
includes imprests ond
cor loons owed by 3
former employees of
the boord omounting
to Kshs.2,627,867 .7 5. As

in your eorlier
observotion,
monogement
provided evidence of
steps token to recover
the outstonding debts.
The bulk of the
omount is owed by
two former employees
whom the boord hos
sued lo recover the
debts. ln the
meontime efforts ore
being expended to
oggressively pursue
the debtors the result
of which the boord
recovered Kshs.

1,000,000 in 2013.
Further, onother
debtor who owes Kshs

198,622.2O hos offered
to poy Kshs.20,000
monthly tillthe debt is

cleored.

Trode ond other
receivobles bolonce of
Kshs. I 3,997,000 includes
imprests ond cor loons
owed by 3 former
employees ond which
hove been outstsnding for
o considerobly long
period of time. Although o
provision for bod ond
doubtfuldebt hos been
provided ond vorious
efforts mode by the
monogement to pursue
recovery including legol
inventions, these hove so
for not been successful.
Consequently, the
recoverobility of these
debts oppeors doubtful
ond no explonolion hos
been provided for foilure
to recover these debts
before the former stoff
were releosed.

2.

Mrrt[*1 Gils*e
R. MKOK, MBS A. ONYANGO

ALTERNATE DIRECTORCHIEF EXECUTIVE OFFICER
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