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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2018 ( Kshs .000)

KEY SERVICE INFORMATION AND MANAGEMENT

WHO WE ARE

Nzoia Sugar Company Limited (NSC) was established in 1975 and started operations in 1978. It was
formed under the Companies Act Cap 486 of the Laws of Kenya with Memorandum and Articles of
Association and issued certificate of incorporation No.Cl3734 on lst August, 1975. The mandate of the
company at the time of inception was to establish sLlgar cane plantations, manufacture sugar and create
employment. The Shareholding of the Company includes Kenya Government with 97.94 o% shares, Fives-
Cail-Babcock (FCB) with I .13 % shares and Industrial Development Bank (lDB) holding the remaining
0.93 % shares. The company is a major player in the Kenyan Sugar sector. It is located in Bungoma County
and serves farmers in Bungoma and Kakamega Counties. The raw material base comprises a Nucleus Estate
spanning 3,600ha and an Out grower scheme made of 77,000 small holder farmers and 26,000ha.

OUR VISION

To be globally competitive in Production and Marketing of sugar and other products

OUR MISSION

To efficiently, innovatively and sustainably produce and market sugar and other products in a clean and
safe environment to the satisfaction of all stakeholders

OUR MANDATE

The Company's core mandate includes the following;

To manufacture and sell sugar and it's co-products from sugarcane.
To facilitate establishment and maintenance of sugarcane plantations in both the nucleus estate and
Out growers scheme.

CORE VALUES

Customer Care The Company shall remain committed to processes and procedures that emphasize
the assessment of needs, the design and delivery of programmes, monitoring and evaluation to the
satisfaction of Customers.
Integrity- The Company, Staff and its agencies will uphold integrity, honesty, transparency,
accountability and commit to processes that facilitate regular and timely feedback on progress and
performance.
Professionalism- The Company and its Staff will exhibit the highest standards of professionalism in
their engagement with clients and Customers. Company staff will at all-times exercise commitment
and dedication to their work, remain respective and timely in delivery of services.
Productive and Results-oriented- Company staff shall at all times be productive and be focused on
achieving the set targets and results. Teamwork shall be the driving force for collective
implementation of plans and programmes across departments.
Creativity snd Innovation- The Company will endeavor to harness the creative talents of its staff
and promote R & D while developing and providing innovative solutions to challenges faced in the
Sugar Industry.
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2018 ( Kshs '000)

KEY SERVICE INFORMATION AND MANAGEMENT....... CONtiNUCd

Corporate Social Responsibility-The Company will be a responsible corporate entity that addresses
relevant needs of the community in which it operates.

Principal Activities
i. The principal activities of the company are the production and sale of sugar and its co-products.
ii. To facilitate establishment and maintenance of sugarcane plantations in both the nucleus estate and

Out growers scheme.

Key Management

Nzoia Sugar Company Limited day to day management is under the following key organs:

-Board of Directors
-CEO; and
- Senior Management Team

Fiduciary Management
The key management personnel who held office during the financial year ended 30th June 2018 and who had
a direct fiduciary responsibility were:

NO
I
2

3

4

5

DESIGNATION
Ag.Chief Executive Officer - ( Former )
Company Secretary

Factory Manager

Production Manager

Internal Audit Manager
Agriculture Services Manager - (Current
Ag. Chief Executive Officer )
Finance Manager

Diversifi cation Manager
Marketing & Sales Manager
Environmental, Health and Safety manager
Ag. Human Resource Manager
Ag.lCT Manager

Ag. Purchasing Manager

Ag. Agriculture Manager

Public Relations Manager

NAME
Mr. Michael Kulundu Okumba
Mr. Benson Wafula Khwatenge

Mr. David Salim Mulungwa
Mr. Gabriel Siruchu Situma
Mr. Lucas Alwala Otene

Mr. Ignatius Biketi Wafula

Mr. Ezron Kibet Kotut
Mr. Macklins Wasike Sikuku
Ms. Edwina Akinyi Omollo
Mr. David Barasa Egesa

Mr. Shadrack Nyongesa Masinde

Mr. Suleiman Stephen Wanekeya

Mr. Evans Biraori Oteki
Mr. Jeremiah J Khamala
Mr. Awino Adoyo Gilbert
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the yc:rr ended June 30, 2018 ( Kshs .000)

CORPORATE INFORMATION

DIRECTORS Hon.Joash Wamangoli

Michael Kulundu
Timothy Tiampati
Richard Njomba
Cabinet Secretary
Principal Secretary
Kennedy Simiyu Juma

Rebecca Mulongo

Mary Nawire Waiswa

COMPANY SECREI-ARY

- Chairman -Appointed on l7e April 2015
-Left on l6rh April20l8

- Ag. Managing Director-Appointed on23,d Jan2017
- IDB Capital-Appointed by virtue of office
- FCB Appointed by virtuc of office
- Treasury- Appointed by virtue of office
- Agriculture -Appointed by virtue of office
- Appointed on lTth April20l5
- Left on l6th April 20 I 8
- Appointed on l Tth April 2015
- Left on l6th April 2018
- Appointed on 17ft April 2015
- Left on l6th April 2018

REGISTERED OFFICE

CONTACTS

PRINCIPAL AUDITORS

ANKERS

Benson Khwatenge (CPS)
Certified Public Sectretary (Kenya)
P O Box 285-00100
Bungoma

Nzoia Sugar Company Limited
Off Webuye - Malaba Road
5 kms from Bukembe Junction
P O Box 285-50200
Bungoma, Kenya

Telephone - 055-30500, 020 35557862-5
Email:md@nzoiasugar.com
Website: wwrv. r.rzoiasu_qar.conr

The Auditor General
P O Box 30084 - 00100
Nairobi

National Bank of Kenya Limited
Bungoma Branch
P O Box 25 - 50200
Bungoma

Kenya Comrnercial tsank Limited
Bungoma Branch
P O Box 380 - 50200
Bungoma

Olotch & Company Advocates
P O Box 7146 - 00100
Nairobi

The Co-operative Bank of Kenya
Limited
Bungoma Branch
P O Box 1964 - 50200
Bungoma

Buluma & Company Advocates
P O Box 6152 - 30100
Eldoret

Wekesa & Simiyu Advocates
P O Box 10299 - 00100
Nairobi
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Nzoia Sugar Company Limited
Annual Rcports and Financial Statements
For the year ended June 30, 2018 ( Kshs '000)

THE BOARD OF DIRECTORS

w o -Chainnan DOB -
04t08119s0 rD
NO.4818638
Diploma
Hon.Wamang'oli is a seasoned businessman with
over 30 years experience in leadership and
management.

2 ichael Kulundu

v,\,

DOB -
20lt)lt96t rD
NO.9918991
Mr. Michael Kulundu Okumba is currently the Ag.
Managing Director. He holds a Bachelor degree in
production Technology. He is a registered member
of engineering board. He has over 26 years

experience

J DOB -
2610U19s6 rD
NO.0568190
Mr.Timoty Tiampati has Masters with over 30
years experience in management.

4. Mr. Juma DOB - 41411983

ID NO.
23019257
Mr.Kennedy Simiyu Juma has a Bachelor of
Education Arts (Kiswahili/History) from Kampala
University. He is passionate about youth
empowerment.
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
F'or the year encled June 30, 2018 ( Kshs '000)

THE BOARD OF DIRECTORS.... Continued

5. Ms. Rebecca M DOB -
2911211984

ID NO.
24469241
Masters
Ms.Rebecca Mulongo has a masters in Counseling
Psychology
prof-essional

tiom Daystar Unlversl ty and a

counse lor with over 5years

6. Mrs Nawire Waiswa

I
F

DOB -
25t0611966lD
NO.9258928
Masters
Mrs.Mary Nawire Waiswa has a Masters of
(Msc. ) Foods, Nutri tion and Dietetics from
Kenyatta Unlversl ty She has over 20 years

experience in teaching,
of Nutrition and health.

research and development

7. Mr. Richard N DOB -
0l/01/1957 lD
NO.4813081
Certiflcate

DOB -
2010U1978 ID
NO.20is510s
Dr.Stephen lkikii has a PHD in Economics with 14

years experience in top management.

8. Dr.

Nehemiah DOB -
1411211958lD
NO. 0334133
Mr.Nehemiah Cheruiyot has MSC Agriculture
Economics and Resource Management with 33

years experience.

I Mr. Benson Kh Mr. Benson Wafula Khwatenge is the company

secretary. Ile holds Bachelor of Law Degree LLB,
post graduate Diploma in Law and currently
undertaking master's programme MBA. He has

over l6 years' experience in Legal matters.
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the year ended June 30, 2018 ( Kshs '000)

MANAGEMENT TEAM

1. Mr. Michael Kulundu Mr. Michael Kulundu Okumba is currently the Ag.
Managing Director. He holds a Bachelor degree in
production Technology. He is a registered member
of engineering board. He has over 26 years

experience

2. Mr.Benson W Khwatenge Mr. Benson Wafula Khwatenge is the company
secretary. He holds Bachelor of Law Degree LLB,
post graduate Diploma in Law and currently
undertaking master's programme MBA. He has

over 16 years' experience in Legal matters.

3. Mr S Mulungwa Mr. David Salim Mulungwa is the Factory
Manager. He holds Bachelor of Science

Mechanical Engineering. He is a registered
member of Engineering Board. He has over 28
years ofexperience.

4. Mr. Gabriel S Situma

I i

I Mr. Gabriel Siruchu Situma is the head of
production. He holds a Bachelor of Science in Food
and Technology. He has over 33 years experience.

5. Mr. Lucas A Otene Mr. Lucas Alwala Otene is the head of Internal
Audit, He holds a master of Business
Administration and Bachelors degree in Business

Administrations. He also holds certified public
Accountants (K) and member of ICPAK. He has

over eight years experience.
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Nzoia Sugar ComPanY Limited
Annual Reports and Financial Statements

For the year ended June 30,2018 ( Kshs'000)

MANAGEMENT TEAM .--.... Continued

6. Mr ius B Wa

ll Xrtr.Shadrack N Masinde

r. Ignati us Biketi Wafula is in charge of
griculture services department. He holds masters

I 6 years experience.

i Project Planning in Production Engineering' He is

registered member of graduate engineers' He has
lt

8

Mr. Ezron Kibet Kotut is the Finance manager

holds Masters of Business Administration
(executive). He is a certified public Accountant (k)

and has over l5 years in the private sector and 8

years experience in sugar industry.

He

Mr. Macklins Wasike Sikuku is

Diversification. He holds Bachelor degree tn

Agriculture. He has over 27 years of experience

the head of

Ms. Edwina Akinyi Omollo is
and Marketing. She holds a Bachelor Degree in

Business Administration. She holds various

certiflcates in sales and marketing. She has

overl3 years experience in sales and marketing.

the head of Sales

Mr. Macklins W

9. Ms. Edwina A Omollo

Mr. David Barasa Egesa is the Environmenta

Health and safety manager. He holds a master in

Agriculture and Rural Development, and Bsc-

Agriculture. He holds a Diploma in Applied

science. He has over 30 years experience in the

sugar industry.

l,10. Mr. David B

Mr. Shadrack Nyongesa Masinde is

Hurnan Resource Manager. He is a holder of
Bachelor of Arts degree in Government and Publ

Administration, Member of CHRM. He has over

1 8 years experience.

currently Ag.
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2018 ( Kshs'000)

12. Mr. Suleirnan S Wan ekeya Mr. Suleiman Stephen Wanekeya is currently Ag.
I nforrnation Communication & Technology
Manager. He is pursuing Masters degree in
strategic Management, FIolds Bsc- Information
Technology, Diploma Project management,
Microsoft certified professional. He has l0 years
working experience in Information Technology.

13. Mr-Evans B Oteki Mr. Evans Biraori Oteki is in charge of Purchasing
Department. He holds Bachelor of Commerce
(Business Administration Option), Post graduate
diploma in supplies Management, Masters in
Business Administration degree; He is a member
of CIPS (UK), Member of MKIPSM. He has (23
years) working experience.

14. Mr iah J Khamala Mr. Jeremiah J Khamala is currently in charge of
Agriculture department. He holds a bachelor in
Agriculture. He has sustainable agriculture
Training, with supervisory development skills and
finance training for Non-Finance Managers. He has
22 years experience.

15. Mr. Awino A Gilbert Mr. Awino Adoyo Gilbert is the Public Relations
Manager. He holds masters of Arts in
Communication (Media studies) and Bachelor of
Education Degree; He has a certificate on
photography and Audio Visual communication.
Member of PRSK and has ( l2 years )
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CHAIRMANS STATEMENT

On bchallol'thc board oldircctors and managcment of the company allor,v me to prcsentto you thc annual rcpod on

the business and opcrations of'the compan)'and financial resillts lbr thc year ended 30.lunc 20 18.'l'he perlbrmancc

.lthe company ha.s continued to be impacied negativcly by key industry challenges namely; lack of mature cane lbr

milling. cane poaching. high cost of production due to milling un<Ierage canc and massivc importation of sugar'

which-impacted ncgativcl/on sugar priccs. Oonscqucntly. a negative result has bcen recorded once again. llorvevcr'

the tloard and Managcmcnt have put-in placc measures and continue to implement stratcgics aimed at reversing this

trend.

Nzoia Sugar CompanY Limited
Annual Rcports and Financial Statements
F'or the year ended .Iune 30, 2018 ( Kshs '000)

Dividends
[)ue tq poor pertbrmance in ycar undcr rcvicw the Dircctors do not recommend thc payment ol'dividends'

Future Outlook
'Ihe board has continued to implement shon tcrm mcasurcs and is currently pursuing a number of medium term and

long term strategic measures to restorc thc company's solvency and return it to protitability. 'l'he board is making

evciy eflbn to a-ddress issue of lack ofntaturc canc. cane poaching and improving factory efUciencies'

rvill continually revicw the variqus busincss strategies in placc to ensure sustained business prolitability
'l'he thanks the various stakcholdcls cspecially the (iovelnmcnt ol'Kenya lbr the busincss support

ey cspccially in the impending diversilication and plivatization'

Hon

SI.](;AR MARKE'I' OU'I'LOOK

2017/18 Susar Overview
Brazil's production is fbrecast to drop down 34.2 rnillion tons tiom 39.7 million due to increase in sugarcane

being divcrted towards ethanol production instcad ot'sugar duc to declining sugar prices globally. Exports are

projected to drop lt't 23.6 million tons, lo'uvering llrazils export market to 38%'

China's production is (brecast to risc 10.8 million tons tiom l0.5million, duc to an expanded sugar beet area.

Consumption remains unchanged at 15.7 million tons as growth has been lirnited by increasing health concerns,

competition fi'om sugar and sweetenel' replacements.

India's production is fbrecast to risc to record 33.8 million tons due to higher area and yields. lmports are lorecast

lower while exports fbrecast to triplc to 6 million tons as sugar millers reduce record surplus. Consumption is

ibrccast to edge higher to 26.0million tons.

Thaitand's production is lbre cast to cxpand 3 70,000 tons to 14. I million as yields are expected to improve with

the recovery li'ont 2 years oldrought.

COMESA Countries

COMESA Countries comprising l]gypt, Zimbabwe. Zambia, Malawi. Madagascar and Mauritius exported a total 01'

46.552.0 I tons of sugar to feny-a, igancia and'l'anzania exported 9,673.5 tons while NON-COMIISA Countries

comprising China. I,akistan, Thailand and Belgium cxported 24.370.97 tons of sugar to Kenya between thc months

of January 201 8 to May 20 I 8.

Kenya overall sugar exported in January-May 2018 were 1,020.70 tons, all being refined white sugar as Kenya is a

defiiit producer and thus most of her production is targeted to the local market.

According to the Sugar Directorate, tocally produced sugar average cost ol production of Kes.87,5 5 I per metric ton

cannot compcte with sugar imports iiom some kcy COMESA countries where the average production cost per

mctric ton is Kes.40.254 .

'l'he

and
and

Chai an, Board D

l0



Nzoia Sugar Corn;rany I.imitctl
Annual Reports and F'inalrcial Statemcnts
For thc vcar cndcd Junc J0, 2018 ( Kshs '000)

MANAG INC DIRI'C'[OII'S RIiPOItT

On behalf ol managetnerrt I present to you the management report on the business and

operations of thc Company ancl financial results fbr the year ended 30tl' June, 2018. 'fhe year
under review was challengirrg given that the factory has been operating below capacity due to
lack of raw material tbr rnilling. Flowever, prices olsugar declined lrorn Kes.66,320 per ton net

of taxes last financial year to Kes.64,ll0 per ton net ol'taxes in year under review. 'I'he TCII-S
in the year rvas 13.83.'furnover volumes reduced tion 41,377 tons last financial year to 33,884
tons. However, management has put in place measures to correct the situation and is hopetul of
improved cane supply and production.

WORLD SUGAR MARKEl'S

Global production for 2017l I 8 is up 49 m illion tons (raw value) to a record I 88 million on gains

in India and Thailand. Despite record production, stocks are down 2 percent to 38 rnillion tons

as lower stocks in China and Mexico more than olfset higher stocks in Pakistan.

Table: Global Production vs Consumption

Source: lnternational Sugar Organizotion Quarterly Market Report
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Nzoia Sugar Companl' Linritcd
Annual ltcports and Financial State ments

I.-or the year endetl .Iune 30, 20ltt ( Kshs '000)

MANA(;ING DIIIECTOII'S Rlil'Ottl' .-..... Continued

I,OCA L STJGAII MA IT KT.IT

Foreign AgriculturaI Serviccs ( I]AS ) /Nairobi fbrecasts Kenya sugar prodltction to increasc in

ZOlgllg due to a rccovcry fiorn drought experienccd in 2017l18.Kcnya's sugar cotlsurnption is

tbrecast to increase clue to growth in retail, industrial and fbod servicc sectors supported by an

incrcase in consurner pLrrchasing po,wer and the diversitlcation of sugar-based products.

According to the Sugar Directorate, locally produced sLlgar average cost ol' production ol
Kes.87,551 per metric ton cannot compete with sugar irnports from some key COMESA

countries where the average prodrrction cost per metric ton is Kes.40,254.

In thc year under review, West Kenya, Butali and Transmara Sugar Companies were the leading

producers accounting lbr 48% of total production. Meanwhilc, Mumias Sugar Company L.td

production was dismit at a mere 3,023MT, attributed to the prevailing cane shortage in the zone .

FINANCIAL I'ERFOITMANC E

'lotal turnover fbr the periocl undcr review was Kes. 2.4 billion (2017- 4.3 billion) against a

budget of 5.g billion net ol taxes. J'he sales were below target due to low production caused by

lack of raw matcrials.

prices ol sugar signiticantly declined in the year under revielv duc to inf'lux of irnported sugar.

prices of sugar averaged Kes.64,ll0 per ton net of taxes in the year urrder review compared to

Kes.66,i20 per ton net oltaxes last financial year.

'lhc cornpany made a loss bcfbre tax and interest ol'Kes. 3.6 biltion (2017 - loss of Kes' 2.9

billion) against budgeted profit before tax of Kes.403 million'

Highlights for the year ended 30tt'June 2018 are as follows;

. Successfully cornpletcd rcpair works on boiler rro.3 increasing the ettrciency and

throughput at the lactorY.

. Installecl electronic shelves at the Agriculture registry offjce fbr ef1icient filing of f'armers

records.

. Rehabilitated rnud llltcrs no.2 and 3.

. Cornpleted auxiliary rvorks and installation of thc syrup clarification plant.

. Ilegistered Nzoia sugar company clinic with the NtllF awaiting accreditation certificate.

Negotiations are alstl orrgoing tbr super cover bencllts

Challenges for the quarter untler review were as follows;

. l'he Company baggc:d i:i,8.58 tons of sugar (2011- 46J24 tons) against budget of 74,112

tons of sugar.

. 'l'he'l'C: 'fS ratio rvtrs 1.i.83 (2017-12.45) comparcd to Lrudgct ot'9.85.

. Stiff cornpctition lor catrc fiorn rival rnillers.

t'2
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Nzoia Sugar Conrpanl, Linritcd
Annual Reports ancl Financial Statements
For the ye:rr enclctl Junc 30,2018 ( Kshs '000)

MANAGING I)lltE,CTOIt'S IIBPOIIT ....... Continued

. Lack o[cane due to cane poaching leading to factory stops.

. Milling olyoung canc with low polarisation.

. Cash florv challengcs.

. High cost ol production brought about by underutilization of factory capaoities and also

logistical challenges of ferrying cane lrom Western Zone.

T'he cornpany plans to counter the various challenges as fbllows

a. Short term measures
o lncrease area under cane by planting more fast maturing cane in the nucleus

estate.

. [-obby for cane zoning to be reintroduced to protect company developed raw
materia[.

o Automation of business processes that will assist in cost control and eliminate
wastages.

. No filling of vacant positions on staff exits unless on very criticaljobs.

. Mechanisation of farm operations at the Nucleus Estate so as to improve on cane

husbandry and efficiency.
. Multi-skilling of staff.

b. Long ternt Measures

o Revenue diversification to increase alternative revenue streams in area of Agribusiness
and value addition tbr sale in domestic market.

o Improve sales distribution channels to increase company revenue
o Strengthen the company own fleet for cane transportation.
. Liming of acidic soils in Nucleus E,state and out growers to increase cane yields.
o Improve on mud filtration system to avoid loss of sugar in mud.

. Increase area under oane by leasing and planting more cane in nuc[eus and out growers

region.

WAF'ULA I]IKB'I'T

wAl'F'ottwAttD

I

AG. MANAGING DIRECTOR

l:l



D

Nzoia Sugar OotrtPanl' [,inritcd
Annual lleports antl Financial Statemcnts
For thc year cntlctt .lunc 30, 20ltt ( Kshs '000)

C O RPO I].A'TE G OV BIINANC I'] STAT Ii M I'], N'T

Nzoia Sugar C)orlpany is established by and clerives its authority and accountabitity lioni the

Statc Coiporationi Aot Cap 446 and the Company's Act Cap 486 of thc laws of Kcrrya'

'['hc []oar6 ol'l)irectors, dLrly cognizant ot'its role in safeguarding shareholders' asscts and

ensuring a suitable return on investment, realfirrns its commitment to upholding policics and

strategies that cnhance transparency and accountability. 
-l-hc Board has a board chartcr that

outlines the structure, dutics, procedure and the standard ol'service delivcry'

The company is committed to maintaining thc highest stan<Iards of intcgrity, prolessionalism

and business ethics in att its operations.'I'he company has a code of ethics which givcs senior

management the responsibitity olensLrring legal and statutory compliance. In addition, thc Code

deals with situations relating io best practices as welI as those sitr'rations that rnay givc rise to

conflict ol intercst in the condtrct oI business'

Corporate Governance

. Consultation betrveen the Chairman of thc Board, Managing Director and parent

ministry were made during the year undcr rcview'

. Company had all necessary licenses to opcrate e.g. Sugar Millers [.icensc.

. Key board decisions were forwarded to the parent ministry tbr necessary

approvals beiore implementation'
. Board Charter was in place.

. Consultant was engaged to lacilitate the company to review its stratcgic plan'

. Approved the annual procurement plan'

. Directors were trained on Corporate Governance and best business practices.

t4



Nzoia Sugar Contpany Limitcd
Annual Reports antl Financial Statements
For the year endcd Junc 30, 2018 ( Kshs '000)

SOC I A I, RTISPONSI I] I T,T'tY II.E,POIIT

We believe that the future success of the company depends on the company fbcusing on the
interests of the prirnary stakehoIders, who includc farmers, government, custorlers, suppliers,
ernployees as welI as the cornmunity.

CSR is a kind of charity or philanthropic activity associated with community developrnent
through which a company is able to enjoy a mutually beneficiat relationship with the community
around it. The company has a corporate social responsibility policy in place that guides the
selection, approval and irnplementation process of all CSR projects.

Drrring financial year2017l2018, the fbllowing projects were undertaken: -

Education
The company has continued to invest in thc education sector and this has been underpinned by
the recognition that a skilled and high impact talent pool is critical lor Kenya's long terrn
economic development. As a demonstration of the commitment to the education sector, the
company has partnered with prirnary and secondary schools in the larger Bungoma County and
the Nation as a whole and done the following:

The 231't Board of Directors meeting approved land allocation to Nzoia lndustrial Boys
Secondary School after proposing that out of the 25 acres allocated to Nzoia Industrial
Primary School, l0 acres be set aside for the Boys Secondary School. Following a survey of
the land conducted after the deliberations, total acreage was confirmed to be 19.89 as
opposed to the previous 25 acres. 'l"herefore, as per the proposed ratios, the boys' school
allocation stood at 7.96 acres while the primary school remains with I 1.93 acrcs.
The company sponsored Douglas Wafula, son to the late Alfred Walula who died in line of
duty to continue learning at Milo Boys I-ligh School at a cosr of Kes.52,i00/:.
The company sponsored Jilvian Wabwile, daughter to the forrner slain employee Robert
Simiyu to undertake second year studies at the cost of, Kes. 125,000.00 at Moi tJniversity.

a

a

a

Healthcare
The company has continued to support the community by offering medical services on an
emergency basis to the community including provision olmother to child healthcare services
and other medical services from the company clinic.'l'he company has a VC-f centre fbr
counselling and testing for HIV/AIDS and this clinic is open to the communiry.

E n vironmenta I Sustai na bi I ity
The company continues to place safety at workplace as its first priority.'[he company has also
conserved the environment by giving out tree seedlings for the community to plant in the annual
tree planting exercises.
During this period, the company donated 100 trees seedlings and 20 assorted flowers to Nzoia

Sugar Cornpany Primary Schoo[.

Youth development and sports
o Nzoia SugarCompany is a fullsponsorof Nzoia Sugar FC.'fhe team currently

participates in the Kenyan Premier [,eague and sits position lOth on the KPL standing.
o Nzoia Sugar Company sponsored Webuye Rugby FC to the tune of Kes. t.3 million for

uniforms and various tournaments held during the financial period under review.
o The Company sponsored Bungoma County Decernber 2017 games to the tune o[

Kes.lmillion.
l5
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Nzoia Sugar ContPanY [,irnitccl

Annual lLeports and Financial Statemcnts

For thc ye:rr cnded .lune 30,2018 ( Kshs '000)

IT.E,POIIT OF THE DIIIF:,CTOIIS

-l-hc dircct.rs prescnt their report togcther with the audited financial stateme nts o| Nzoia Sugar

cornpany l.irnited (the "company") fbr the ycar endcd 30 Junc 2018, which shtxvs its statc ol'

affirirs.

I'RINCI I)AI, ACl'IVI'I'II]S

'l'he principalactivities of thc company are thc prodrrction and salc o['sugar

I'RODIJC'I'ION

'the fbttorving arc the comparative statistics of cane processed and sugar prodLrction lbr the last

[ivc years

20r8
2017
2016
20r5
2014

Sugar
bagged

(1'onncs)
3 3,85 8

46,724
59,147
86,821
49,648

Canc
milled

(Tonnes)
469,6s 1

580,868
706,173
924,121
596, I 86

'f(l:-f S

13.83
12.45
I 1.90

10.6s
12.06

RE,SULl'S
Thcresultsofthcentityfbrtheyearended3OthJune20l8aresetoutonpagcs20 

to23

DTVII)I.,NDS

The directors do not recomrnend a dividencl in respect o{'the year (2018- Shs Nil)

DIRECTORS

'['he current directors of the company are listed on page 5-6

l6
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N ComJlany Limitcd
An and F inancial Statcmcnts
For r encled.Iune 30,2018 ( Kshs ,000)

F THE DIRECTOI{S ... ...Continued

The General is

year une 30, 20 I 8.

Bu

responsible for the statutory audit of the company's books of account in
article 229 ol the constiturion ol'Kenya and the pubric Audit Act 2015, for the

l7

Secretary
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Nzoia Sugar CornpanY l,imited
Annual lLeports and Financial Statcments

For thc year cnded.Iune J0,20ltt ( Kshs'000)

S'I'ATI]MI.]N]'OF'I)IRE,CTOIIS'IIE,SI'ONSIBILITIIiS

-l'he Kenyan Cornpartics Act requires thc dircctors to preparc fl6ancial statcments fbr cach

flnancialycar rvhich givc a true and lair vierv ol'thc statc of affairs ol'thc company as at thc cnd

of the f-rnancial y"or. ind of'its operating rcsults tbr that ycar' lt also reclttires the directors to

cnsure that thc company kceps proper accounting rccords which disclose with rcasonable

accuracy at any tirnc thl financial position of thecompany' 1-hey are also responsiblc l'or

safegr-rarding the asscts of the company'

-fhe directors are responsibte for thc prcparatiotl of flnancial statelllcnts that give a trLrc and tair

view in accordance with lnternational Financial Rcporting Standards and the requirements of the

Kenyan cornpanies Act, and for such internal financial controls as the directors determine are

necessary to enable the preparation of flnancia[ statements that are fiee fiom material

misstatements, whether due to fraud or error'

The directors accept responsibitity flor the annual flrrancial statellents' which have bcen

prepared using appropriate accounting policies sLtpported by reasonable and prudent judgements

and estimates, in conibrmity with lnternational Financial Reporting Standards and-in the manner

required by the Kenyan Companies Act. The directors are olthe opinion that thc financial

statements give a trJ" ancl fair view of the state olthe flnarrcialat-lairs ot'the Corporation and of

its operating results. The directors further accept responsibility for the maintenance ol

accounting records which may be relied upon in the preparation of financial statements' as well

as adequate systems of internal financial control'

As disclosed in note 3 to the financial statements, the directors acknowledge that the company's

ability to continue with its operations as a going concern depends on continued financial support

lrom its shareholders. 'l'he directors ur" 
"onfid"nt 

that the company will successfully return to

profitable operations in the near future. Accordingty, the directors consider the going concern

assumption aPProPriate.

Approvat of the financial statements

':: .:::: I ::::' :: :i:' : : H:i,:[T:r l,:.l:il;H,-ere 
appr'ved'n

II .Joash Wamang'oli
ainnan, tloard of

ircctors

Mr. lgnatius Waiula
Uiketi
Ag.Chief llxecutivc
Otf,rccr

20ttt

ilt
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REPUBLIC OF KENYA

Telephone: +254-20 -342331)
Fax: +254-20-311482
E-mai [: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDITOR.GENERAL ON NZOIA SUGAR COMPANY LIMITED FOR
THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Nzoia Sugar Company Limited set
out on pages 20 to 62 , which comprise the statement of financial position as at 30 June
2018, the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the
financial position of Nzoia Sugar Company Limited as at 30 June 2018, and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Financial Reporting Standards and comply with the Kenyan Companies Act, 2015.

Basis for Qualified Opinion

1. Property, Plant and Equipment

1.1. lnaccuracies in Depreciation Gharge for the year 2018
It was noted the depreciation charge for the year of Kshs.624,143,000 under asset
movement schedule note 15 on property, plant and equipment differs with the depreciation
figure in the main financial statements of Kshs,637,152,000 comprising direct charge of
Kshs.580,279;000 and operating charge of Kshs.56,873,000 by an unreconciled variance
of Kshs.13,009,000.

',.2. ldle Plant

As reported in the previous year, included in the property, plant and equipment balance of
Kshs.11,197,183,000 (201612017 - Kshs.12,069,771,000) as at 30 June 2018 is a plant
with a carrying value of Kshs.295,697,000 based on a valuation carried out in June 2015 by
Real Appraisal Limited. This plant was acquired in the period between 1990 and 1993 when
the company undertook an expansion of the factory's cane crushing capacity from 3,000
TCD to 7,000 TCD. The expansion was financed by Arkel lnternational LLC and guaranteed
by the Government of Kenya. However, as previously reported, the expansion program was
not completed and the plant has been lying idle since acquisition and has not generated any
income for the Company. lt was noted in the valuation report that a proportion of these items
are in a deteriorated state. Further, the Company has not recorded possible impairment
charge on this asset which has been lying idle for over 28 years.

Report of the Auditor-Genat'al on the Financial Statements of'Nzoict Sugctr Company Limitecl .for the year encled 30
.htne 2018
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ln addition, the company does not maintain a comprehensive fixed assets register which

incorporates all pertinent fixed assets transactions, such as disposals, impairment of assets

and transfer of capital work-in-progress items to other asset classes' A comprehensive and

updated fixed assets register is an-integral part of the fixed assets management systems'

1.3. Procurement of Unspecified Goods for the Guest House

lncluded in the property plant and equipment additions figure of Kshs'119,848'000 is an

amount of Kshs.4,320,000 paid to a local supplier in respect of the cost of supplying and

furnishing Guest House cotiages. However, d'eiailed description of items to be supplied was

not availed for audit verification.

ln the circumstances, it was not possible to confirm that property, plant and equipment

balance of Kshs,1 1 ,1g7 ,183,000 as at 30 June 2018 is fairly stated'

2. Long Term Borrowings

2.1. Non Servicing of Loans

lncluded in the borrowings figure of Kshs.39 ,577,342,000 under note 26 to the financial

statements are two loans received from National Treasury, Kshs.37,106,797,000 and

Agricultural Food and Fisheries Authority, Kshs'2,470,544,000' The Government of Kenya

through the National Treasury reflects loans guaranteeg - 
tg .l!" Cornpany of

Kshs.37,406,797,000 as at 30 June 2018 (201612017: Kshs.36,289,427,000) comprising

principal amount of Kshs.10,095,628,375 and accrued interest of Kshs'27,311,169'000'

However, the cabinet sessional paper No .12 0f 2012 0n write off of excess Government of

Kenya debt owed by the company and earlier presented to Parliament in 2009 by the

Finance Minister indicates a debt of Krnr.zt ,7g2,367,o00. The figure is much lower than

the outstanding loan liability of Kshs.37 ,227,320,000. The company continues to default on

repayments while there is no tangible evidence of write-off previously expected from the

Government.

Further, it was noted that the two loans totaling Kshs.39,577,342,OO0 were not supported

with relevant documents such as signed financing agreements and approved board paper

on loans advanced and the intereit charged. Further, independent confirmation of the

outstanding roan barances was not obtlined from both the National rreasury and

Agricultural and Food Authority to confirm accuracy of the loan balances reported as at 30

June 2018.

2.2. Funds Received from Ministry of Agriculture without Financing Agreement

It was further noted that besides the loan balance of Kshs'39,577,342,000 is

Kshs.300,000,000 under note 26(b) to the financial statements which was received from the

Ministry of Agriculture during the year under review. However, no supporting documents

such as terms of loan agreement were availed for audit verification'

ln the circumstances, it was not possible to ascertain accuracy of the loan balance of

Kshs.39,577 ,342,000 as at 30 June 2018'

Report ofthe Stolcments o.f Nzoia Sugur Compan.v
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2.3 Provisions and Contingent Liabilities

As at the time of audit, there was no independent confirmations from all the Company's
lawyers with regard to on-going litigations. There were no alternative procedures that could
be pedormed and it was therefore not possible to establish the impact, if any, that the
information held by Company's lawyers could have on these financial statements including
whether additional provisions should be recognized or contingent liabilities disclosed.

3. lnventory - ldle Assets

lncluded in the inventories balance of Kshs.557,326,000 is an amount of Kshs.14,172,745
being the cost of idle inventories acquired on diverse dates during the year under review
and prior period as detailed below. Some of these assets have been left in the open yards
for approximately two years and may have significantly deteriorated in value as at 30 June
2018.

Item Description
Goods Received
Note

Date ltems
Delivered

Amount
Kshs

1 Bare shaft boiler feed water pump GR 23664 21612017 4,646,107

2 Drive foot gear box MR 773-180 U4 GR 49 - 11552 241312017 3,067,141

3 Drive foot gear box MR 672-160 U4 49- 11552 241312017 2,684,912

4 Drive drum BC 6 H 1010023 GR 1549 211812017 517,192

5 Drive drum BC 7A H10/0029 1 965 1811012017 376,640

6 Drive drum BC 5- H10/0019 1 965 1811012017 327,000

7 Drive drum BC 7410/0026 1965 1811012017 285,000

B Drive drum BC B - 41010031 1 965 1811012017 435,000
I Steam pipe B" 2 pieces 7834 81412014 19,090

10 10" pipes 5 pieces 8850 91712015 189,655

11 MS shaft 150 mm 2767 131312018 221,440

12 MS shaft 100 mm 2767 131312018 72,575

13 MS shaft 50 mm 2770 131312018 14,603

14 Uni beam 203* 133*25 1121 61612017 21,000

15 Uni beam 305 * 102*25 832 251412017 29,800

Sub-total 12,907,155

Timber 1,265,590

Total 14,172,745

ln the circumstances, it was not possible to confirm the carrying value of the inventories
balance as at 30 June 2018.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of Nzoia Sugar Company Limited in accordance with

Report of the Auditor-General on the Financial Statements o/'Nzoia Sugar Company Limitedfor the year ended 30
Jttnc 2018 
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ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance the

ISSAI and in accordance with other ethical requirements applicable to performing audits of

financial statements in Kenya. I believe that the audit evidence I have obtained is sufficient

and appropriate to provide a basis for my opinion'

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most

significance in the audit of the financial statements. There were no Key Audit Matters to

report in the year under review.

Material Uncertainty Related to Going Concern

I draw attention to the Company shareholders' deficit of Kshs.38,382,597,000 (2017'.

Kshs.34,695,375,000 ) and current liabilities which exceeded current assets by

Kshs.44,683,068,000 (201 612017:43,O97,259,000). ln addition, the Company has defaulted

on repayment of both principal and interest on borrowings due to the National Treasury and

the Agriculture and Food Authority totaling to Kshs.39,877,342,O0O (2017'.

Kshs.38,693,301,000 ) as indicated in note 26(b).

This situation, along with other matters set forth in note 3, indicates the extent of material

uncertainty which may cast doubt on the Company's ability to continue as going concern.

However, the financial statements have been prepared on the going concern basis, on

assumption that it will continue to get financial support from National Government and

creditors.

Further, the company continued to incur losses in the current year, reporting an operating

loss of Kshs.3,56g,733,000 (201612017 Kshs.2,926,840,000). This state of affairs is

indicative of the acute financial challenges facing the company and raises significant doubts

on the Company's ability to operate as a going concern.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed, except

for the matteis described in the Report on Lawfulness and Effectiveness in Use of Public

Resources section of my report, I confirm that, nothing else has come to my attention to

cause me to believe that pubtic money has not been applied laMully and in an effective way.

Basis for Conclusion

1. Poor Maintenance of the Assets Register

Review of the assets register maintained by the Company revealed anomalies stated below:

a) Location of movable assets are not stated in the register for ease of physical

verification.

b) Numbers indicated in assets identification tags are not the same as the ones in the

assets register.

Report of the Auditor-Generol on the Financial Statements o.f Nzoia Sugar
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ln the circumstances, information contained in the assets register do not serve the intended
purpose.

2. lntangible Assets - Enterprise Resource Planning (ERP) Software not Fully
lmplemented

The Company tendered for supply, implementation and commissioning of integrated
enterprise resource planning with Agricultural Management System. The contract was
awarded to a local consultant at a cost of USD 2,893,530, equivalent to Kshs.295,140,060
at the prevailing exchange rate as at 31st March 2016. However, it was noted that a total of
Kshs.196,924,808 represenling 67oh of the contract amount had been paid to the supplier
of the software, whereas out growers general ledger had not been integrated into the system
as per the contract.

3. Debt Recovery

According to the Company's finance department policy manual, customers who fail to settle
their accounts within the specified period will be given reminders each month for three
months. Thereafter the debt collector will be engaged to initiate legal recovery proceedings.
Further, it states that only debts which are uncollectable after legal recovery proceedings
will be recommended to the Board for write-off.

However, review of the Company's debtors aging analysis report revealed that trade
receivables balance of Kshs.24,914,482 as detailed below have remained outstanding for a
period of over 120 days which is contrary to the stated credit policy. Although the Company
has made a full provision of Kshs.24,914,000 in respect of the stated receivables, no
meaningful progress has been reported towards recovery of the debt. The long overdue
accounts are an indication of inadequate and ineffective debt collection measures.

Debtor Details
Amount

Kshs.
Magnum lnternational Ltd Sugar sales debtor 1,713,376

Ndichu/Nakumatt Sugar sales debtor 8,920,000

Turbo Sugar sales debtor 3,866,500

Kenmart
Spectre lnternational Ltd

Sugar sales debtor 1,390,500
Molasses debtor 4,119,696

Mumias Sugar Cane debtor 4,904,410

Tota! 24,914,492

ln the circumstances, recoverability of the debtors balance could not be confirmed.

4. Trade and Other Receivables

4.1. Advance Payments

According to Section 98 (2) of the Public Finance Management Act, (Regulations 2015)
advance payment shall not be paid to suppliers of services and goods unless provided for

Report of the Auditor-General on the Financial Statements cl Nzoia Sugar Company Limited for the yeor ended 30
Junc 2018 
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in the contractual terms and conditions contained in a valid contract signed between the

procuring entity and the supplier.

However, it was noted that the trade and other receivables balance of Kshs.126,567,000

includes prepayments and deposits balance of Kshs.15,051,000 which is made up of an

advance payments to supplier of goods and services without a valid contract agreements

signed with the ComPanY.

Further, it was noted that some of the goods and services worth Kshs.7,034,378 though not

supplied had already been paid for as detailed below,

Su lier LPO Number
Payment
Date

Cheque
Number Kshs

Polyflex lndustries Ltd FO85B9 2-Aug-16 1 03877/1 036
74175177178

1,358,632

Alloytech General SuPPlies 1 000001 463 24-Nov-17 1 081 43 384,000

Alloytech General SuPPlies 1 000001 481 5-Dec-17

11-May-'18

1 08260
1 1 0430

384,000

276,000Alloytech General SuPPlies 1 0000021 44

Alloytech General SuPPlies 1 0000021 45 16-May-18 11 0460 240,000

Alloytech General SuPPlies 1 000001 689 2-Feb-1 B 1 091 92 256,000

Amity Equipment Ltd 1 000000532 1B-Apr-17 1 06099 416,551

Amity Equipment Ltd 1 000001 602 1 1-Jan-18 1 08650 72,000

Crown Motors Ltd 11 0000021 7 1 B-Jan-1 B 1 08873 111,870

Crown Paints KenYa G05737 1-Dec-'15 1 02335 293,680

Crown Paints Kenya G06360 21-Feb-17 1 05665 160,651

East African Chains Ltd F061 55 3-Oct-12 35230 178,244

East African Portland Cement 1 000001 B0B 1-Mar-18 1 09731 278,015

Envertek Africa Consult Ltd s02369 2-Mar-15

5-Dec-17

41054

1 08259

100,920

126,000Afritech General SuPPlies Ltd

Signode Packaging SYstems Ltd

1 000001 480

F08943 19-Dec-16 105045145 52,200

Soni Technical Services Ltd FO873B B-Jan-1 7 1 05203 275,463

Sucrotech (K) Limited '1 100000238 9-tVlar-18 1 09806 346,000

Sucrotech (K) Limited 1 400000001 29-Mar-18 1 1 0076 485,000

Sukdan Ltd 1 000001 740 20-Feb-1 B 1 09537 466,674

Total Kenya Ltd 1 000001 309 17-Ocl-17 107626 151 ,937

Total Kenya Ltd

Total

NSC/PUR/AD
M101130117

3-Aug-17 1 06889 620,541

7,034,378

4.2. Safari lmprest

lncluded in the trade and other receivables balance of Kshs.126,567,000 is an amount of

Kshs.55,444,000 in respect of staff receivables which in turn includes Kshs.12,057 ,057

being balance of safari imprest overdue for accounting. This is contrary to Section 92(5) of

Report o.[the Audttor-General ott al Statements o.f Nzoiu SLtgu'Compun.y
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Public Finance Management Act, 2012 which stipulate that imprest holders should account
or surrender imprest within seven (7) working days after return to duty station.
Further, it was noted that the staff receivables balance of Kshs.55 ,444,000 includes a figure
of Kshs.8,862,100 outstanding on account of former staff.

ln the circumstances, it was not possible to ascertain accuracy of the trade and other
receivables balance as at 30 June 2018.

5. Management of Out Growers (Farmers) Balances

5.1. Out Growers Balances

lncluded in the trade and other payables balance of Kshs.7,185,681 ,000 detailed under note
28 to the financial statements is an amount of Kshs.502,690,000 owing to out growers that
significantly increased from Kshs.249,351,000 in 2017 by Kshs.253,339,000 (50%) yet the
company operations were minimal during the year under review.
Further, it was noted that the out-growers balances may not have been accurately captured
because the out growers (farmers) are managed using the Agricultural Management
Software (AMS) systems which captures individual farmer records while the finance
management records are under Systems Applications and Products (SAP) which maintains
a control account of the total out growers balances and the two systems have not been
integrated,

5.2. Sugar Development Levy

According to the Sugar Act No.10 of 2001 that every sugar company should remit 4% of the
ex-factory price for locally produced sugar and this levy should be remitted to the Sugar
Board not later than the tenth day of the following month during which the levy was collected.

lncluded in the trade and other payables figure of Kshs.7,185,681,000 detailed under note
28 of the financial statements is an amount of Kshs.856,603,000 in respect of outstanding
sugar levy to be remitted as at 30 June 2018.

ln the circumstances, the company has operated in contravention of the Sugar Act No. 10
of 2001.

5.3. Non Remittance of Retirement Benefits Deductions

Section 2 of the Company's retirement benefits scheme 2007, states that the main purpose
of the scheme is to provide retirement benefits to the employees, where the members
contribute at a rate of 60/o of their salary while the sponsor contribules 12o/o of the member's
salary to the fund.

Contrary to the investment policy of the scheme it was noted from the financial statements
at Note 19(a) that Company limited has not remitted Kshs.21 2,627 ,OOO to staff Retirement
Benefit Scheme Fund. As such this amount is still accumulating on monthly basis.

Consequently, the retiring staff are not likely to access their pension upon retirement and
the continued operation of the retirement benefits scheme fund is doubtful.

Report oJ'the Auditor-General on the Financial Statements oJ'Nzoia Sugar Company Limirecl for the year enclecl 30
.lunc 2018 

7



5.4. Tax Penalties

It is a requirement that the company should remit its Value added Tax (VAT), Pay as You

Earn (pAyE), Sugar Development Levy (SDL) and withhotding taxes to the respective

institutions in tim6. According to Regulations 145 of the Public Finance Management

(National Government) Regulations, ZOt S any liability or expenditure which could have been

avoided and need not have been incurred is a loss'

However, as at the time of audit, it was noted that the company had delayed remittance of

taxes and other Levies which has attracted penalties totaling to Kshs.2,524,265,973 as at

30 June 2018 as detailed below;

Tax Penalties

Item
Balance

(Kshs)
Balance b/f 1, 882.823,643
VAT 421,281.587
PAYE 220j60,744
Total 2,524,265,9]q

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perfolq the audit to obtain assurance about

whether the activities, financial transactions and information reflected in the financial

statements are in compliance, in all material respects, with the authorities that govern them'

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a

basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND

GOVERNANCE

Conclusion

As required by Section 7(1) (a) of the Public Audit Act, 2015, based on the audit procedures

performed, except for the matiers described in the Basis for Qualified Opinion section of my

report, I confirm that, nothing has come to my attention to cause me to believe that internal

controls, risk management and overall governance were not effective'

Basis for Conclusion

The audit was conducted in accordance with lssAl 1315 and lssAl 1330' The standards

require that I ptan and perform the audit to obtain assurance about whether effective

processes ,nd systems of internal control, risk management and governance Were

operating effectively, in all material respects. I believe that the audit evidence I have

obtained is sufficieni and appropriate to provide a basis for my conclusion'

Report of the Auditor-Gen Stutcments ttf Nzoiu Sugar Compatt.y
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the companies Act, 2o1s,l report based on the audit that:

(i) ln my opinion, the information given in the report of the directors on page 10 is
consistent with the financial statements.

(ii) ln my opinion the auditable part of the directors' expenses report on page 3g has
been properly prepared in accordance with the Kenyan Companies Act, ZOIS.

Responsibilities of Management and Those charged with Governance

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

ln preparing the financial statements, management is responsible for assessing the ability
to continue as a going concern/ sustain services, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the management
either intends to liquidate the Company or to cease operations, or have no foalistic
alternative but to do so.

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

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

Those charged with governance are responsible for overseeing the Company's financial
reporting process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance and
risk management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
Report of the Auditot'-General on the Financial
June 2018

Statements oJ Nzoitt Sugar Compony Limitecl for the year enclecl 30
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material misstatement and weakness when it exists. Misstatements can arise from fraud or

error and are considered material if, individually or in the aggregate, they could reasonably

be expected to influence the economic decisions of users taken on the basis of these

financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and

performed to express a conclusion about whether, in all material respects, the activities'

financial transactions and information reflected in the financial statements are in compliance

with the authorities that govern them and that public resources are applied in an effective

way, in accordance with"the provisions of Articie 229(6) of the constitution and submit the

urdit r"port in compliance with Article 229(7) of the constitution'

Further, in planning and performing the audit of the financial statements and audit of

compliance, I consiler internal contr5l in order to give an assurance on the effectiveness of

internal controls, risk management and governance processes and systems in accordance

with the provisions of Secti[n 7 (1) (a) 6t tf," Public Audit Act, 2015 and submit the audit

report in comptiance with Article zzsill of the constitution. My consideration of the internal

control would not necessarily disclose all matters in the internal control that might be

material weaknesses under the lSSAts. A material weakness is a condition in which the

design or operation of one or more of the internal control components does not reduce to a

relatively low level the risk that misstatements caused by error or fraud in amounts that

would be material in relation to the financial statements being audited may occur and not be

detected within a timely period by employees in the normal course of performing their

assigned functions.

Because of its inherent limitations, internal control may not prevent or detect misstatements

and instances of non-compliance. Also, projections of any evaluation. of effectiveness to

future periods are subject to the risk that iontrols may become inadequate because of

changes in conditions, or that the degree of compliance with the policies and procedures

may deteriorate.

As part of an audit conducted in accordance with lSSA|s, I exercise professionaljudgement

and maintain professional skepticism throughout the audit' I also:

. ldentify and assess the risks of material misstatement of the financial statements'

whether due to fraud or error, design and perform audit procedures responsive to those

risks, and obtain audit evidence th-at is sufficient and appropriate to provide a basis for

my opinion. The risk of not detecting a material misstatement resulting from fraud is

higher than for one resulting from error, as fraud may involve collusion' forgery'

intentional omissions, misrepresentations, or the override of internal control'

. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the management'

Conclude on the aPPropriateness of the manag ement's use of the going concern basis
a

of accounting and, based on the audit evidence obtained, whether a material uncertainty

exists related to events or conditions that maY cast significant doubt on the ComPanY's

ability to continue as a going concern or to sustain its services. lf I conclude that a

Reltort of the Awlitor' Slatcmc,lts o.f Nzoiu Sugar Compun.y

.lune 20 l8
Generol ott the I'-inancial
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material uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to the
date of my audit report. However, future events or conditions may cause the Company
to cease to continue as a going concern or to sustain its services.

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

. Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the to express an opinion on the financial statements.

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

I communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

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

("

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

NAIROBI

17 April 2019

Report of the Auditor-General on t he Finqncial Statements of Nzoia Sugar Company Limited for the year ended 30
.hme 2018 
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Nzoia Sugar Conrpany Limited
Annual lteports and F'inancial Statcmcnts
For the year ended .Iunc 30, 2018 ( Kshs ,000)

S'l'r\1'ul\ll.N'l'ol.' Pllol"l'l'olL l,oSS r\Nl) o l'llt,lll (toNtPltuHt,t\..stvlt lN('oNil.l
l'olt t'il1. \'t:.\R I,)Nl)t,]) l0 .ttiNE 20ltt

Revenue
Gains on Disposal of Non-F inancial
Assets
Other Income
Fair value gain/(loss) on biological
assets

TOTAL REVENUE
Cost of sales

Gross profit
OPERATING EXPENSES
Adm inistrative expenses

Marketing and distribution costs
Depreciation of property, plant &
machinery
Amortization of intangible Assets
TOTAL OPERATTNG
EXPENSES
OPERATTNG PROFIT/(LOSS)
Finance incorne

Finance costs

PROFIT/(LOSS)TIEFORE
TAXATION

Taxation cred i t/(charge)

PROFTT/(LOSS) AFTER
TAXATION

Note
4

5

6

7

9

l0

l5

t6

8

201 8

Shs'000
2,369,175

ll3
3 9,63 g

233.305

2,641,231
(3. r 38.832)

(497,60t)

20tl
Shs'000

4,356,796

(4,924)

68, I l2

(224.236]t

4,195,937
(3.905.2s2)

290,597

(2,459,220)
(32,514)

(2,491,734)

(2,201,t48)
8,950

(s89.622\

lt
t2
t3

(2,1l4,l 12)
(t4,465)

(56,873)

(10,432)

(2, l g5,gg2)

(2,693,492)
8,793

(884.044)

t4

(3,.568,733) (2,79t,920)

( 138.248)

(3.s68.733) (2.920.068\

(6,772)

epzostu

OTHER COMPREHENSIVE
INCOME
Defined benefit scheme
remeasurement 29 b

TOTAL COMPREHENSIVE INCOME FOR THE YEAR GI6SJ33)

20



Nzoiit Srrgar Cotttpitlly Lirnitcd
Annual l{eports antl Financial Statcments

F'or thc yczrr cndccl,Iunc 30,201tt ( Kshs'000)
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Nzoia Sugar Company Limited
Annual Reports and Financial Statcrnents
For the year ended June 30, 2018 ( Kshs '000)

S1'A1'llMl:N'l'OF l"INn NCIn l, I'OSI'l'lON
n S n'l'i0 JtlNlr 2018

ASSETS
Non current assets
Property, plant and equiprnent
Intangible assets
Investment property
Outgrowers balances

Current assets
Due from outgrowers
lnventories
Biological assets
Trade and other receivables
Short term deposits
Cash and bank balances

Total assets
EQUITY AND LIABILITIES
Equity
Share capital
Revaluation surplus
Retained earnings
Shareholders'equity
Non current liabilities
[.ong term borrowings
Deferred income taxation liability

Current liabilities
Borrowings
Trade and other payables
Provident fund obl igation
Defined benefit scheme liabilit
Provision lbr staff leave pay
Taxation payable

Note
20t8

Shs'000

I 1,1 97,1 83

19l,3g7
250,000

23,3 l3
I 1,66 l,gg3

46,622
577,326
367,697
126,567
47,000
10,925

l,l76,t3g
12,838,03 I

543,000
5,970,263

(44,895,960)
(3 8,i 82,596)

300,000
3,885,282
4,185,282

39,577,342
7, 185,681

212,627
45

58,923
726

2017
Shs'000

12,069,771
200,41 I

2s0.000

12,520,192

23,r r5
494,479
342,721
r40,680
90,047
2,364

t,09i,40s
I 3,6 I 3,5 87

543,000
6,088,752

(41,327,127)
(34,695,i 75)

233,0 t6
3,885,292
4, I l8,2gg

t5
I6
t7
t8

23
24

25

t8
l9
7

20

2t
22

26
27

26
28

29a
29b
30
t4

38,460,285
5,396,524

243,947
45

89, I ig
726

Total equity and liabilities

47,035,343 44,190,664

=l4i8Jx geJg
The ial statements on pages 5 to 58 were approved and authorised for issue by the board of
d ...... 2018 and were signed on its behalf by

Ho
Ch,

oash Wamang'oli
nnan, Board of

Mr. lgnatius Wafula
Biketi
Ag. Chief Executive
Officer

tors
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Nzoia Sugar OornPanl' Limitcd
Annual llcports and l"initncial Statcnrcnts

F-or thc ycar cndcd .lunc 30, 201tt ( Kshs '000)

STATEMUNT OF CHANCES lN EQUITY
FOrr YEAI{ UNDIID 30.ltJNE 20ltt

Sharc
capital
Shs'000

Prior year adjustment
(notc 29(b)

At lJuly 2016 543,000 6,328,656 (38,627,233) (31,755,577)

Rcvaluation
surplus
Shs'000

Itetained
dc licit

Shs'000

( I 2,958)

-fotal

Shs'000

( 12,958)

(3 1,768,5i5)
(2,926,840)

(34,695,375)

(34,695,375)

(3,687,222)

(38,382,597)

As rcstatcd

Total comprehensive loss
'fransf'er of excess

deprcciation
Delerred tax on excess

deprcciation

At 30 June 2017

At lJulY 2017

Total comprehensive loss

At 30 June 2018

6,328,656 (3 8,640,191 )
- (2,926,840)

(342,720)

I 02,8 16

342,120

( 102,8 l6)

543,000

54i,000

543,000

543,000

6,088,752

6,088,752

( I I 8,489)

5,970,263

(41,327,127)

(41,321 ,127)

(3,568,73 3)

(44,895,860)

The revaluation surplus reprcsents thc nct cumulative surplus arising fiom revaluation of property,

plar-rt and equipn,eni net oi reclassification, dcprcciation and det'erred taxation. The revaluation

surplus is non-distributable.
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Nzoia Sugar Company Limited
Annual lteports and Financial Statcmcnts
For the year cncled.Iunc 30, 20ltl ( Kshs ,000)

STATEMEN'I OF CASH T.'LOWS
FOR THE YEAR I],NDTID 30 .ITJNFI 20I8

CASH F'LOWS FROM OPERAI'ING
ACTIVITIES

Cash generated tiom/(used in) operations
lnterest received

lnterest paid
Taxation paid

Net cash generated fiom/(used in) operating
actlvltles

CASH FI,OWS FROM INVHSTING
ACTIVI'fIES

Additions to property, plant and equipmcnt
Additions to biological assets
Additions to intangible assets

Net cash used in investing activities

CASH FLOWS FROM FINANCTNG
ACTIVITIES

Loans received
l,oans repaid

Net cash (used in)/generated from financing
activities

INCREASE(DECREASE) IN CASII AND
CASH

EQUIVALI]NTS
CASH AND CASr-r EQ[JIVAT-F.N1'S A'f

THE
BIjGINNING OF "ftII] YEAR

CASH AND CASH EQUIVALtlNl'S A'f
THE END OF'|I.IE YEAR 3 1(b) 57 ,925 92,4t I

Note

3l (a)
t2

l4

15

7

16

201 8

Shs'000

(52,679)
9,793

(l19,849)
(t69,122)

( 1,630)

2017
Shs'000

227,366
9,950

(8,362)
( 1,805)

(233,t02)

(29,468)

(262,570)

(43,885) 226)49

26
26

(290,601)

300,000
(6,637)

300,000 (6,637)

(34,486) (43,059)

92,411 135,470
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Nzoia Sugar Oompanl' [,inritcd
Annual lteports ancl I''in:rncial Statemcnts

For the yc:rr cntlctl .lunc 30, 20ltt ( Kshs '000)

St.JMMA RY OF SIGN I FICAN'I' ACCOUNl'ING POLICI t]S

FOt{ Tl III YtiAR IINDED 30 JtlNIr 2018

Amendments to ll'ltS 7

[)iscl<-rsures - O Ffsetting
F'inancial Assets and

l'-inancial t.iabilities

New and revised
standards on

consolidation and joint
arrangernents, associates

and disclosures

IFRS l3 Fair Value
Mcasurement

ACCOTJNTIN(l POt.lCllrs

Statcmcnt of comPliance

The flna.cial statemcnts have been prepared in accordance with lrrternational l'-inarrcial Reporting Standards

(tr.RS).

I.'or the Kenyan Cornpanies Act reporting purposes, in these tlnancial statements, thc balance sheet is

representedty/equivalent to rhe statement of financial position and the profit and loss account is presented in

thc statement oF profit or loss and other comprehensive income'

Application oI nerv and revised lnternational Financial Reporting Standards (lFRSs)

(i) Relevanl new standardl; ctnd amendments to pttblished stantlords eJJbctivefor the year ended 30 June 2018

The lollowing new and revised tFRSs were effective in the current year and had no material impact on the

amounts reported in the se financial statements'

The arnendments to IFRS 7 require cntitics to disclose iniortnation about

rights ofotfiet and related arrangenlents (such as collateral posting

re-quirements) for financial instruments under an enforceablc master netting

agreement or similar arrangement.

1'he application of the amendrnent had no ef-tect on the company's financial

statements as the company did not have any of,fietting arrangements in place'

ln May 20t1, a package olfive standards in consolidation and joint

arrangements, associates and disclosures was issued conrprising IFRS l0

Consilidated Financial Statements, IFRS tt Joint Arrangements, IFRS l2

Disclosure ollnterests in Other Entities, lASs 27 (as revised in 20 I l) Separate

Financial statements and IAS 28 (as revised in 20 I l) lnvestments in

Associates and Joint Ventures. Subsequent to the issue ofthese standards,

amendment to IFRS 10, IFRS ll and IFRS l2 were issued to clari$ certain

guidance on first apptication olthe standards.

The application oIthe new standard has not had any impact on the disclosures

or the amounts recognised in these fipancial statements as the cornpany does

not have any joint arrangements.

The scope ollFRS l3 is broad; the fair value measurernent requirenlents of
IIrRS li apply to both financial instrument iterns and non-financial instrument

items for which other tFRSs require or pennit tair value measurements and

disclosures about fair value mcasurcments, cxcept lor share-based payment

transactions that are within thc scope ollFRS 2 Share-based Payment, leasing

transactions that are within the scope ol IAS l7 Leases, and measuretnents that

have some similarities to fair value but are not fair value (e.g. net realisablc

value for the purposes oImeasuring invcntorics or value in use for irnpairnrent

assessnlent purPoses).
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Nzoia Sugar Companl, [,irnited
Annual Reports and F'inancial Statcmcnts
For the year ended .lune 30, 2018 ( Kshs '000)

SUMMARY OF SIGNIF'lCAN I' ACCOTJNTING POI,ICIES
FOR THE YEAR ENDED 30 JtJNlr 20l8 (Continued)

I ACCOUNTINGPOI.ICItis(Continued)

Application of nerv and revised International Financial Reporting Stan<Iards (lFIlSs) (Continued)

(i) Relevant new slun(lar(l.s antl amendments to published stanclartls efibctiveJrtr the year encled 30.lune 2018
(Continued)

IFRS l3 Fair Valuc
Measurement
(Continued)

Amendments to IAS I

Presentation of Financial
Statements '

(as part of the Annuai
lmprovements to IFRSs
2009 - 201I Cycle issued
in May 2012)

IAS l9 Employee
Benefits (as revised in
20r r)

IFRS l3 defines fair value as the price that would be received to sell an asset
or paid to transfbr a liability in an orderly transaction in the principal (or most
advantageous) market at the measuretnent date under current market
conditions. Fair value under IFRS l3 is an exit price regardless of whether that
price is directly observable or estimated using another valuation technique.
AIso, lF'RS l3 includes extensive disclosure requirements.

IFRS l3 requires prospective application from I January 20 13. In addition,
specific transitional provisions were given to entities such that they need not
apply the disclosure requirements set out in the Standard in comparative
information provided for periods betbre the initial application of the Standard.
In accordance with these transitional provisions, the company has not made
any new disclosures required by IFRS Ii [or the 20 l2 comparative period.

Other than the additional disclosures, the application of IFRS t3 has not had
any nraterial inrpact on the aurounts recognised in tlie financial statements.

-I'he Annual lmprovements to IFRSs 2009 - 201 I have made a number of
amendments to lFRSs. The amendrnents that are relevant to the company are
the arnendments to IAS I regarding when a statement of financial position as
at the beginning of the preceding period (third starement of financial position)
and the related notes are required to be presented. The amendrnents specify
that a third statement of financial position is required when a) an entity applies
an accounting policy retrospective ly or makes a retrospective restatement or
reclassification of items in its financial statements, and b) the retrospective
application, restatement or reclassification has a material effect on the
inforrnation in the third staternent ol tlnancial position. The amendments
specify that related notes are not required to accompany the third statement of
financial position.
The application o[amendments to IAS I has not had any material impact since
the cornpany has not restated its financiaI statements.

IAS l9 (as revised in 201 l) changes rhe accounting for defined benefit plans
and terrnination benefits. The most significant change relates to the accounting
f,or changes in defined benefit obligations and plan assets. The amendments
require the recognition of changes in defined benefit obligations and in the fair
value of plan assets when they occur, and hence elirninate the ,corridor

approach' perrnitted under the previous version of IAS l9 and accelcrate the
recognition oIpast service costs.
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Nzoia Sugar (lomPanY l,inritctl
Annual l{cports ancl Financial Statemcnts

I,'or thc ycar cndccl .lunc 30, 20ttt ( Kshs '000)

SI.J M MA ItY oI: S ICN I I. ICAN'I' ACCOTJNI-I N(; t'OI-IC IE,S

t'OR THIr YIrAI{ LlNt)t'.D i0 JUNti 2018 (Contirrtred)

I ACCOIJNI'lNG POLlCllls (Continued)

Application o[ nerv and revised lnternational Financial Reporting Standards (lFRSs) (Continued)

(i) llelcvant neyv slanelard.s ancl ttmenclment.s to publishecl slanclarcl-s e.lJectiveJbr the year encled 30 'lune 2018

('Cotttittucd)

All actuarial gains and losses arc recognised imrnediately through other

comprehensive income in order tbr the net pension asset or tiability rccogniscd

in the consolidated statement olflnancial position to reflect the full value ol

the plan deficit or surplus. Furthermore, the interest cost and expected return

on ptun assets used inthe previous version of-lAs l9 are replaced with a'net

inreresr,amount under IAS l9 (as revised in 20 ll), which is calculated by

applyingthediscountratetothcnetdeflnedbenefltliabilityorasset.

l'he above arnendments are generally eflective lor annual periods beginning

onorafterIJanuary20l3.Spccifictransitionalprovisionsareapplicableto
first-time application of IAS l9 (as reviscd in 201 I )'

'fhe company recognised all actuarial gains and losses through other

compr"hlnsive income in order for the net pension asset recognised in the

statement of flnancial position to reflect the tull value oIthe plan surplus' and

restated the comparative amounts on a retrospective basis'

(ii) Relcvanl new and amencled stanclards ancl interpretations in isstte bttt not yel effective in lhe year encled

30.lune 2017

New anrl Amendments to standards

IAS l9 EmploYee
Ucnel'its (as revised in
201 l) (Continucd)

Effect ive for annual Per i ods

beginning on or aJier

ll- lts 9 I JanuarY 2018

Arncndtnents to lt"RS 9 and IFRS 1 I January 20 15

Amcndrnents to ltrRS 10, IFRS 12 and IAS 27 I January 20 14

Atnendments to IAS 32 I January 20 14

Anrendments to IAS 36 t January 20 14

Amcndrnents to IAS i9 t January 20 14

(ii i) llelevanr new anrl revised t F RSs in isstre bul not yet effective fi;r the year ended 30 June 20 I 8

IFRS 9 Financial lnstruments
tt.RS g, issued in Nou",l1u"r 200g, introduced new requirernents lor the classiflcation and nreasuretnent o[

Ijnancial assets. tFRS 9 was amended in October 20 l0 to include requirements [or the classification and

tlleasurementof,financialliabilitiesandforderecognition.
Key requirements of IFRS 9:

. All recognised financial assets that are within the scope of IAS 39 F'inanciat Itlstruments: Recognition

and Measurement are required tcl be subsequently rneasured at amortised cost or fair value'

Specifically, debt investments that are held within a business model whose objective is to collect the

contractuaI cash flows, and that have contractual cash flows that are solely payments of principal and

interest on the principal outstanding are generally nreasured at amortised cost at the end ofsubsequent

accounting pe.iods. AlI other dcbt invesiuents aid equity investrnents are measured at their lair value

at the end ofsubscquent accounting periods. ln addition, under IFRS 9, entities nlay nrakc an

irrcvocable election to present subiequent changes in thc fair value ofan equity investment (that is not

hcld for trading) in other comprehensive incomc, with only drvidend income generally recognised in

profit or loss.
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Nzoia Sugar Company Limitecl
Annual lleports ancl Financial Statements
F'or the year endcd Junc 30, 2018 ( Kshs .000)

SUMMARY OF SIGNIFICANI' ACCOUNl'ING POLICIES
I'OR TI IF. YEAR ENDED 30 JUNE 20 l8 (Continued)

I ACCOUNTING POI.ICIES (Continued)

Application of new and revisecl lnternational Financial Reporting Stanclards (lFRSs) (Continued)

(iii) Relevant new andrevised IFRSs in issue but nolyel ffictivefrtr theyear ended 30June 20tB (Continttecl)

IFRS 9 Financial Instruments

' With regard to the measurement of financial liabilities designated as at fair value through profit or loss,
IFRS 9 requires that the amount of change in the fair value of the financial liability thaiis attributable
to changes in the credit risk of that liability is presented in other comprehensive income, unless the
recognition of,the effects of changes in the liability's credit risk in otherconrprehensive income would
create or enlarge an accounting mismatch in profit or loss. Changes in fair vajue anributable to a
financial liability's credit risk are not subsequently reclassified to profit or loss. Under IAS j9, the
entire amount of the change in the f,air value of the financial liability designated as [air value through
profit or loss is presented in profit or loss.

The directors of the company anticipate that the application of IFRS 9 in the f uture may not have a
significant impact on amounts reported in respect of the company's financial assets and financial
liabilities. However, it is not practicable to provide a reasonable estimate of the effect of IFRS 9 until a
detailed review has been completed.

IFRS 15, Revenue from Contracts with Customcrs

IFRS l5 provides a single, principles based tlve-step model to be applied to all contracts with customers.

'l'he fir,e steps in the model are as follows:

. Identify the contract with the customer

. Identify the perfbrmance obligations in the contract

. Determine the transaction price
o Allocate the transaction price to the performance obligations in the contracts
. Recognise revenue when (or as) the entity satisfies a performance obligation.

Guidance is provided on topics such as the point in which revenue is recognised, accounting for variable
consideration, costs of fulfilling and obtaining a contract and various related matters. New Jisclosures about
revenue are also introduced.

'[he directors of the company do not anticipate that the application of the standard will have a significant
impact on the cornpany's linancial staternents.

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities

The amendrnents to IAS i2 clarify the requirements relating to the offset of financial assets and financial
liabilities. Specifically, the arnendments clarify the meaning of 'currently has a legalty enforceable right of
set-ofP and 'simultaneous realisation and settlement,.

The directors of the company do not anticipate that the application of these amendments to IAS 32 will
have a significant impact on the cornpany's financial statements as the cornpany does not have any
significant assets that have been deemed to be inrpaired.
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Nz.oi:t Sugar OomPanY Lirnited
Annual lleports and F-inancial Statemcnts

I.'or tho ycar endccl .lune 30, 20ltl ( Kshs '000)

SUM MAII.Y OF SIGN I FICANI' ACCOUN'I'INC POI,ICI t]S

I:OIL l'lllr YllAIt I:NDED 30 JTJNE 2018 (Continued)

t ACCOtJNl-lNG POt.lClES (Continued)

Application oI ncw an<I revisetl International Financial Iteporting Standarcls (lFRSs) (Continued)

(iii) Relevant new and revised IFRSs in issue bttt not yet elJbctive for the year enclecl 30 June 2018(Continued)

Recoverable Amount Disclosures for Non-Financial Asscts (Amendments to IAS '16)

Arnends IAS i6 lmpairment of Assets to reduce the circurllstances in which the recoverable amount olassets

or cash-generating rlnits is required to be disclosed, clarity the disclosures required, and to introduce an

explicit requirement to disclose the discount rate used irr determining impairrnent (or reversals) where

recoverable u,rouni(urr.d on fair value less costs of disposal) is detcrmined using a present value technique'

-l'he directors of the company do not anticipate that the application ol these amcndments to lAs l6 will have

a signiticant impact on the ctmpany's financial statementi as the company does not have any signiticant

[lnancialassetsandfinancialliabititiesthatquatifyfortheoffset.

Annual Improvements 2010-2012 Cycle

The annual lmprovements 20 l0-20 l2 cycle makes anlendments to the lollowing standards:

o IFRS 2 - Amends the detinitions o['vesting condition' and 'market condition' and adds definitions for

'performance condition' and'service condition''

r IFRS 3 - Require contingent consideration that is classifled as an asset or a liability to be measured at

[air value at each rePorling date'

o IF-RS g 
- Requires disctosure of thc judgements made^by managernent in applying the aggregation

criteria,o op.iuii"g segments, clarily rec-onciliatiorrs olsegment assets only required iIsegment assets

are rePorted regularlY'
. ,rRS t: - ctl'riry that issuing lpRS l3 and arnending IFRS 9 and IAS i9 did not remove the ability to

measure certain short-term receivables and payabtes on an undiscounted basis (amends basis tbr

conclusions onlY).
. tAS l6 and IAS 3g - clarity rhat rhe gross amount of property, plant and equiprnent is adjusted in a

mannerconsistentwitharevaIuationofthecarryingamount.
. tAS 24 - clarilyhow payments ro entities providing managelrlent services are to be disclosed'

Annual Improvements 201 l-2013 Cycle

Makes arnendrnents to the following standards:

. 1--RS I - clarify which versions of [.'RSs can be used on initiat adoption (amends basis for conclusions

onlY).
. IFRS 3 - Clarity that IFI{S 3 excludes from its scopc the accounting for the fbrrnation ola joint

arrangementinthefinancialstatementsofthejointarrangementitself.
.lFRSl3-.Clarifythescopeoftheportfotioexceptioninparagraph52.
o IAS 40 - clarifying the inierrelationship of IFRS 3 and IAS 40 when classifying property as investment

property or owner-occupicd property'

Thcsc tFRS improvements are eff'ectiveior accounting periods beginning on or after I January 20 lT The

directors oi the comfany do not anticipate that the application ol'thcse improvcments to tFRSs will have a

significant impact on the company's financial statelnents'

(iii1 [.arlt, odoPtion of standards

'I.heconrpanydidnotearly-adoptallylleworatnendedstarrdardsin20l8.
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Revenue is measured at the tair value ofthe consideration received or receivable. Rcvenue is recorded net
of estimated customer returns, rebates and other sirnilar allowances. Rcvenue tiorn the sale oIsugar and
molasses is recognised when all the following conditions are satisfied and is stated net of Value Added
Tax, excise duty and discounts where applicable:
o the company has transferred to the buyer the significant risks and rewards of'ownership of the goods;

' the company retains neither continuing managerial involvement to the degree usually associated with
ownership nor elfective control over the goods sold;

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

' Sugar Development Levy does not apply to export sugar and molasses sales. Value Added Ta,x does
not apply to exporl sugar sales as wellas sales to exempted entities.

(ii) Interest income

Interest income is recognised when it is probable that the economic beneflts will flow to the company and
the amount of revenue can be measured reliably. Intercst 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 future cash receipts through the expected life ofthe financial asset to that asset's net
carrying amount on initial recognition.

(iii) Other income

All other income earned by the company is recognrsed on the accruals basis.
Foreign currencies

ln preparing the financial statements olthe cornpany, transactions in currencies other than it's lunctional
currency (foreign cunencies) are recognised at the rates olexchange prevailing at the dates ofthe
transactions. Atthe end of each reporting period, rnonetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value
was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not retranslated. Exchange diflerences on monetary iterns are recognised in profit or loss in the period
in which they arise except for:

' exchange diff-erences on foreign currency borrolvings relating to assets under construction fbr fluture
productive use, which are included in the cost of those assets when they are regarded as an adjustment
to interest costs on those fclreign currency borrowings;

' exchange differences on transactions entered into in order to hedge certain foreign currency risks; and

' exchange dif ferences on tlronetary iterns receivable flrom or payable to a fbreign operation for which
settlenlent is neither planned nor likely to occur (therefore florming part of the net investnrent in the
foreign operation), which are recognised initially in other comprehensive inconre and reclassifled
from equity to profit or loss on repaylnent of the monetary items.
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SUMMARY OF SICNIFICAN'f ACCOUNTING POI-ICItis
FOR THE YEAR ENDFjD 30 JUNE 2018 (CONt'tNUtrD)

I ACCOUNTING POI.ICIES (Continued)
Basis of preparation
-[he financial statements have been prepared on the historical cost basis of accounting as modifled to include
the revaluation olcertain assets.-['he principal accounting policies adopted in the preparation of these financial
statements remain unchanged f,rorrr the previous years and are set out bclow:

Revenue recognition

(i) Sale of goods



Nzoia Sugar ComPlnY Linritetl
Annual llcports and Financial Statcmcnts

lior thc year cnded .lune 30, 20ltt ( Kshs '000)

SIJMMARY OF SIGNIFICANI' ACCOUN'TING I'OLICIt]S

I"Ol{ Tl-lt1 Ylrn R F.Nt)t'll) i0 JLJNE 2018 (CONI lNUtlD)

I ACCOUNl'lNC POt.lcllrs (ContirrLrcd)

Taxation

lncorne taxation expense represents the surn of current taxation and det'erred taxation

Land development
Buildings
F'actory plant and machinerY

Fleavy ntobile machinery and trailcrs

Motor vehicles
Computer sYstcms

Water artd electrical installations
Other ecluiPrrrent and fixtures

current taxation is provided on the basis of the results lor the year as sltown in the financial statelnents'

adjusted in accordance with the tax legislation'

Def'erred incomc taxation is provided, using the liability method, lbr all temporary dift'erences arising betwecn

the tax bases of assets and liabilities and their carrying values f,or flnancial reporting purposes' currently

enacted tax rates are used to detertnine defened incomc taxation'

Property, Plant and equiPment

Property, plant and equipnlent are initially recorded at cost' AII property' plant and cquiprnent are subsequently

shown at their revalued arnounts based on valuations by external independent valuers, less accumulated

depreciation and any accumulated irnpairment losses. Such valuation is carried out at periodic intervals'

usually after everY five Years.

Gains and losses on disposat oIproperty, plant and equipment are detertnined by ret'erence to their carrying

amountsandaretakenintoaccountinieterminingthepiotitbetoretaxation. ondisposal ot'revaluedassets'

amounts in the revaluation surplus relatirrg to that asset are transferred to retained earnings'

The carrying values of property, plant and equipment are reviewed annually and adjusted f,or impairment

where it is considered necessary.

Any revaluation increase arising on the revaluation is recognised in othcr conlprehensive income, except to the

extcnt that it reverses a reualuaion decrcase lor the ,urn" u-rr.t previously recognised in profi.t or loss' in which

case the increase is credited to profit or loss to the extent of,the decrease previously expensed- A decrease in

the carryingamount arising on the revaluation of such property, plant and equipment is recognised in profit or

loss to the extent that it exceeds the balance, if any, held in the property revaluation reserve relating to a

previous revaluation o[ that asset'

Depreciation is calculated on the reducing balance rnethod to write off the cost or the revalued alnount of each

asset to its estimated residual value over its estimated useful lile. Thc annual rates used are:

Nit
5% - lj'h
t0%
l5o/, - 35o/o

25%
30%
|50
I50

Thc a.nuaI dcpreciation on the revaluation surplus elernent of propcrty, plant and equiprnenL is transf'erred

fiom the revaluation surplus to rctained carnings'

i0
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STJMMARY OF SIGN IITICANI' ACCOUNI-INC POLICIES
FOR THE YEAR ENDED 30 JIJNtr 2018 (CONTINUED)

I ACCOUNTINC POt.lCtF.S (Continued)

I nventories

Finished sugar and molasses inventories are stated at the lowcr of production cost and net realisable value.
Production cost comprises expenditure directly incurred in thc nranufacturing process and an allocation of
normal production overheads attributable to the process. Net realisable value represents the estimated selling
price less all estimated costs of cornpletion and the estimated costs necessary to make the sale.

Spares, fertilisers, chemicals and other consurnable stores arc stated at cost net of provisions for impairment
where applicable. Cost is calculated on the weighted averagc cost basis and includes the purchase price,
import duties and other taxes (other than those subsequently recoverable by the company fiom the iaxation
authorities), and transport, handling and other costs directly attributable to the acquiiition olthe item.

Intangible assets

ComPuter software costs are recognised as assets and are statcd at cost less accumulated amortisation. The
costs are amortised on the straight Iine basis over the expected usel'ul lives not exceeding a period of three
years.

Biological assets

Biological assets (canc plantations) and agricultural produce (harvested cane) are stated at their lair.values less
estimated costs to sale.

The fair value oFgrowingcane is determined based on the present value of expected net cash flows. l-he fair
value of harvested cane is determined based on the prices olcane existing in tire market less estimated point of
sale costs
lmmature growing cane is valued at cost.

Leases
Leases are classified as finance leases rvhenever the terrns ofthe lease transfer substantially all the risks and
rewards of ownership to the company as a lessee. Allother leases are classified as operati;g leases.

When a lease includes land and buildings elements, the cortrpany assesses the classification oIeach element as
eithera finance lease or an operating lease. [n determining classiflcation of the land element, an important
consideration is that land norrnally has an indefinite econonric lile.-l'hereFore the finance lease or operating
lease classification of the land is considered a critical area ofjudgrnent. See note 2 to these flnancial
statements.

The company as lessor
Assets held under finance leases are recognized as assets ot'the company at their flair value at the date of
acquisition. The corresponding liability to the lessor is included in the statement of financial position as a
flnance lease obligation. Finance costs, which represent thc dillerence between the total leasing comrnitments
and the fair value ofthe assets acquired, are charged to the profit and loss account over the tcrnt ofthe relevant
lease so as to produce a constant periodic rate of charge on the rernaining balance of the obligations for each
accounting period.

The company as lessee

Rentals payable underoperating leases are charged to inconrc 6n a straight-line basis over the term olthe
relcvant lease.

it
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Nz.oia Sugar ComPanl' l,imitctl
Annual Rcports :rntl Financial Statcnrcnts

I.'or thc year endctl Junc 30, 20ltt ( Kshs '000)

SUMMAItY OI. StGNIFICAN'I- ACCOIJNI-ING POLICtES

t'OR ]'tllr YI:AR ENDED 30 JtJNIT 20lS (CONT'[NUED)

I ACCOUNTINC POl.lCtLS (Continued)

Cash and cash equivalents

For the purpose olthe statenlcnt olcash tlows, cash equivalcnts include short term liquid investrncnts which

are readily convertible to known amounts o[ cash and which were within three months of maturity when

acquired; less advances fiorn banks repayable within three nlonths from the date of the advance'

Financial instruments

Financial assets and financial liabitities are recognised in the company's statement of financial position when

the company becornes a party to the contractual provisions of the instrument'

Financial assets

ClassiJicalion

The company classi6es its llnancial assets into the loltowing categories: Financial assets at fair value through

profit or loss; loans and reccivables; held-to-maturity assets; and, available-for-sale assets' Management

determines the appropriate classification of its financials assets at initial recognition'

Financial assets at lair value throttgh profit or loss

This category has two sub-categories: Financial assets hcld lor trading and those designated at fair value

through proflt or loss at inception. A ftnancial asset is classitlccl in this category if acquired principally for the

prrpol. of setting in the short term or if so designated by managcment'

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payrnens that are not

quoted in an active market. They arise when the company provides money, goods or services directly to a

debtor with no intention oltrading the receivable. Bad debts are written off when all reasonable steps to

recover them have failcd. objective evidence of impairment fbr a portfolio of receivables could include the

company's past experience of collecting payments, an incrcase in number of delayed payments in the portfolio

past average credit period as well u. obi".rubl" changes in national or economic conditions that conelate with

default on receivables. The company's trade and othei receivablcs as well as bank balances lall under this

category.

Held to maturitY

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payrnents and

fixed maturities that tnanagement has the positive intention and ability to hold to maturity. where a sale occurs

other than an insigniticant anrount of held-to-maturity assets, the entire category would be tainted and

classified as avaii"abte-for-sale. l'he collateral and the terrn deposits fall under this category'

A v a i I a b I e -fo r - s a I e Ji n u n c i tt I as s e t s

This category represents linancial assets that are not (a) tinancial assets at lair value through protit or loss, (b)

loans and reieivablcs, or (c) financial assets held-to-rnaturity.

)1-
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SUM MA RY OF SIG N I I]ICANI' ACCOUNT I NG POt,IC I IJS
I-OR TIIE YEAR ENDED 30 JLJNL 20l8 (CON't'tNUED)

I ACCOUN'|ING POt.tCIIiS (Continued)

Recognilion
Financial assets are initially recognised at lair value plus directly attributable transaction costs tbr all flnancial
assets not carried at fair value through profit or loss.

Available-for-sale financial assets and financial assets at lair value through profit or loss are subsequently
carried at lair value. Loans and receivables and held-to-maturity investmenti are carried at amortised cost
using the effective interest method. Cains and losses arising fiom changes in the fair value ol..financial assets
at fair value through protit or loss" are dealt ,,vith in profit or loss in the period in which they arise. Cains and
Iosses arising fronr changes in the fair value ofavailable-flor-sale financial assets are recognised in other
comprehensive income and accumulated in equity, until the financial asset is derecognised or impaired, at
which time the cumulative gain or loss previously recognised in equity is recognised*in profit o.iorr.

Derecognilion

Financial assets 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.

Financial liabilities

Financial liabilities are classilled as either financial liabitities 'at fair value through profit or loss'or.other
financial liabitities'. Financial liabilities are initially rrreasured at fair value plus, in t5e case ol'a flnancial
liability not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition
or issue of the financial liability. Financial liabilities are derecognised when the obtigation specified in the
contract is discharged or cancelled or expire.

Other fi nanc i al I iab il i t i es

Other financial liabilities, including borrowings and trade and other payables, are initially measured at lair
value, net of directly attributable transaction costs. Other flnancial Iiabilities are subsequlntly measured at
amortised cost using the effective interest method, with interest expense recognised on an effective yield basis.
The company's key other flnancial liabilities are:
Borrowings
Interest bearing loans are recorded at the proceeds received, net ofdirect costs. Finance charges, including
premiums payable on settlement or redemption, are accounted for on the accrual basis and are added to the
carrying amount of the instrument to the extent that they are not settled in the period in which they arise.

Trade and other payables
Trade and other payables are stated at their nominal value which approxirnates amortised cost.
Impairment
At the reporting date, the company reviews the carrying amounts of its financial assets to determine whether
there is any indication that those assets have suffered an impairnrent loss. If any such indication exists, the
asset's recoverable amount is estimated and an impairment loss is recognised tirrough profit or loss whenever
the carrying amount of the asset exceeds its recoverable arnount.

Where an impairmetrt loss subsequently reverses, the carrying arnount of the asset is increased to the revised
estimate of its recoverable arnount, to the extent that the increased carrying amount does not exceed the
carrying amount that would have been determined had no inrpairrnent iorib."n recognised for the asset in
prior years. A reversal of an impairment loss is recognised irnmediately through prof-rt or loss, unless the
relevant asset is carried at a revalued alnount, in which case thc reversal otthe impairrncnt loss is treated as a
revaluation increase.
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SUMMAT{Y OF SIGNIFICAN-I' ACCOUN.I'ING POI-ICttls

FOR'llllr YEAR ENDED 30 JLJNLl20t8 (CONTINUED)

I ACCOUNI'ING POLICIF'S (Corrtinued)

E,mPloYec benefits

De/inecl bene/i t scheme

.l-he 
company operates a defincd beneflt post-employrnent scherne lor eligible non unionisable enlployees 'rhe

scheme was closed ro new entrants wrth et-fect frfm l Juty 2007, lollowing the setting up of a new delined

contribution scheme.'[he assets of the scherne are held and adrninistered independently olthe cornpany's

ASSEtS.

-fhe accrued (past service) liability in respect of each in-service Scheme member ls taken as the preserrt value

ofalt benefrts accrued as at the reportingiate based on Pensionable Service to 30 June 2007 and Pensionable

Salaryasat]0June200Trevalueclat5ohperannumcompound,subjecttoaminimumoftheaccumulated
contributions paid by and in respect of .a"h member withinterest to the valuation date. 

-l'he accrued tiability in

respect ofpensioners is taken as the present value ofthe expected tuture pension payments' Past service cost is

recogniscd immcdiately to thc extent that the benefits are already vested, and otherwise is amortised on a

straight-line basis over the average period until the benefits become vested'

The net retirement benefit obligation represents the present value of the detlned benefit obligation as adjusted

fbr unrecognised actuarial gains and losses and unrecognised past service cost, and as reduced by the fair value

of plan assets. Any asset resulting tiom this calculation is limited to unrecognised actuarial losses and past

scrvice cosL ;tus the present value ofavailable refunds and reductions in luture contributions to the plan'

D eli ned c ontr i but io n s c he m es

The company operates a defltrcd contribution provident fund lor eligible unionisable employees 
-lhe Fund is

adrninistered independently oltrre cornpany's assets. tt is.funded bycontributions from the company and

employees. The company has no legal or constructive obligations to pay further contributions if the fund does

not hold sutficient assets to pay all .*ptoy.., the benefitsielating to employee service in the current and prior

periods. The company's contribution, io it. [und are charged to profit or loss in the year to which they relate'

1-he company and its enployees also contribute to the statutory National Social Security Fund' which is a

defined contribution scheme. 
-[he company's obligation is limitcd to a specified contribution per employee per

month. cr*."iiv,,t,e conrriburion is limiied to a maximum of Shs 200 per employee per month -fhe

company's contributions are charged through profit or loss in the year to which they relate'

ProvisionJbr staff leave PaY

A provision is made to recognise staff entitlements in respect of annual leave not taken as at the end of the

t-rnanciaI year

Dividends

Dividends on ordinary shares are charged to equity in the period in whictr they are declared and appropriately

authorized.

Comparatives

where necessary, comparativc figures have been adjusted to conlbrm to changes in prescntation irr thc current

year

34



tI

Nzoia Sugar Company [,inritccl
Annual Reports ancl F'inancial Statcmcnts
For the year encled Junc 30, 2018 ( Kshs '000)

SUMMARY OF SIGNIFICAN I- ACCOIJNI'INC I)OI,ICIES
FOR THE YEAR ITNDED 30 JLJNtj 2018 (CONTINUED)

2 CRITICAL ACCOUNI.ING JUI)GEMI]NI.S AND KEY SOURCES OI. I:STIMATION AND
UNCER'I-AINTY IN APPLYINC TIIE ENI'ITY'S ACCOUNTING POLICIES

In the process of applying thc conrpany's accounting policies, managentent is required to make judgements,
estimates and assunrptions about thc carrying anlounts oIassets and liabilities rhat are not readily apparent
from other sources. Thejudgements, estinrates and associated assurnptions are based on historical experience
and other factors, including expectations of luture events that are believed to be reasonable under the
circumstances. Actual results nray difler l-ronr these estirnates.

The estimates and underlying assurnptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the pcriod in which the estimate is revised if,the revision only affects that period or
in the period of,the revision and luture periods if the revision al'fects both current and fluture periods. These are
dealt with below:

(i) Critical judgements in applying the company's accounting policies

Held to malurity investments

The company Follows the guidance of IAS 39 on classifying non-derivative financial assets with fixed or
determinable payments and fixed maturity as held-to-maturity financial assets.'Ihis classification requires
significant judgenrent. tn making this judgement, the company evaluates its intention and ability to hold
such investments to maturity. If the company fails to keep these assets to maturity, for example selling a
morc than insignificant amount close to maturity, it will be required to ctassify the entire class as
available-for-sale. 'l'he assets would therefore have to be measured at fair value and not amortised cost
with the difference arising frorn this change in valuation being a corresponding entry to a fair value
reserve in shareholders' equity.

Classificatir,tn of leoses of lancl uncl builclings as finance or operuting leases
At the inception of each lcase olland or building, the company considers the substance rather than
the form of the lease contract. Exarnples oIsituations that individually or in cornbination would
normally lead to a lease being classified as a finance lease are:

r The [ease transflers ownership of the asset to the lessee by the end of the lease term;
. The lessee has the option to purchase the asset at a price that is expected to be sufficiently lower

than the fair value at the date the option becomes exercisable lor it to be reasonably certain, at
the inception olthe lease, that the option will be exercised;

o The lease term is fbr the major part of the economic life of the asset even if title is not
transferred;

o At the inception olthe lease the present value of the nrinirnum lease payrnents amounts to at
least substantially all ofthe fair value ofthe leased asset; and

o The leased assets are of such a specialised nature that only the lessee can use them without
major modifications.

The company also considers indicators of situations that individually or in combination could also
leadtoaleasebeingclassifiedasafinancelease. Exarnplesofsuchindicatorsinclude:
o If the lessee can cancel the lease, the lessor's losses associated with the cancellation are borne by

the lessee;
. gains or losses lrorn the fluctuation in the [air value ofthe residual accrue to the lessee (for

example, in the lorm ola rent rebate equaling most of the sales proceeds at the end of the lease);
and

r the lessee has the ability to continue the lease flor a secondary pcriod at a rent that is
substantially lower than nrarket rent.
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STJ M MA I{Y OI.' S IGN I FICAN'f ACCOT-IN]'ING POL,ICIES

F-OR 1'lttr YUAIL F.NDtlD 30 JUNE 2018 (CONTINLJED)

2 CRITICAI. ACCOI.JN'I-INC JUDGI1MENTS AND KI']Y SOI.JRCES OIT ES'I'IMA-|ION ANI-)

UNCERTAINTY IN APPLYING 1-IIE ENTITY'S ACCOTJNTING POI,IC]IES (CONtiNUCd)

(ii) Key sources o[estimation and uncertainty

Biological assets (unhat'vestecl cane)

ln deterrnining the fair value of biological assets, managernent uses estitnates based on historical data

relating to yiJds and prices ol sugar.The methodology and assumptions used fbr estirnating both the

amount anj timing olfuture cash flo*s are reviewed regularly to reduce potential dilferences between

estimates and actual experience. The significant assumptions used are set out in note l3'

Property, plant ancl ecluipment and intangible assets

Critical estimates are madc by the management in determining the useful lives of property, plant and

equipment and intangible assets. This is the basis on which the depreciation and arnortization rates applied

on property, plant and equipnrent and intangible assets respectively are determined.

lmpairmenl

At the reporting date, the company reviews the carrying amounts ol its assets to determine whether there is

any objective 
"uid"n.. 

that those assets have suffered an impairment [oss. tIany such evidence exists' the

recoverable amount olthe asset is estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individuaI asset, the company estimates

the recoverable amount of the cash generating unit to which the asset belongs.

Conl ingent I iab i I i t ies

1'he company is exposed to various contingent tiabilities in the norntal course of business. Management

evaluates the status oIthese cxposures on a regular basis to assess the probability ofthe cornpany incurring

related liabilities. Howeve r, provisions are only made in the financial statements where, based on the

management's evaluation, a present obligation has been established.

J GOING CONCERN

At j0June20l8,rhe companyhadashareholders'deficitolShs38,382,596 (2011-Shs34,695,375)andcurrent

liabilities exceeded cunent assets by Shs 45,859,20 5 (2017 - Shs 43,094,574). 
-l'his situation indicates the

existence of a material uncertainty which may cast doubt on the company's ability to continue as a going concern.

The directors have assurned that the Government of Kenya ((iOK) and Agriculture Food and Fisheries Authority

witI not demand for the settlenrent of the outstanding loan antounts. Should the Covemrnent oI Kenya and the

Agriculture Food and F'isheries Authority demand flor thc settlernent of thcir net loans, adjustn.rents will be required

to restate the assets to their realisable values, to reclassify non-current asscts and long-term liabilities to current

liabilities and to provide for any turther lossss and liabilitics that may arisc.

Asnotedinareportpresentedtoparliament,thccabinethaspreparedaproposal forthewriteoff ofall

Govemment of kenya loans and accrued interest, taxes and related penalties. There are also plans to privatise the

company which wili include rcstructuring o[the company and bringing new investors on board.

ln view of the floregoing, thc dircctors consider it appropriate to prepare thc flnancial statenlents on the going

concern basis.
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IrINn NCI A L S't'A1'lrM EN'fS (CON'l'lN U lit))

R UT] ANALYSIS

Gross
Less:
Less:

Developrnent l,evy
ue Adclcd'l'ax

Net

Nct analysed as follorvs:
Sugar

lncome
laneous Receipts

Recoveries
Machine Fleets

2,369,t7 5 4,356,786

20r8
Shs'000

2,148,243

(i79,068)

2,n2,315
I 96,860

i 8,6:i8

2011
Shs'000

5,077,314
(36,is8)

(720,s 88)

sales

2,369,t75 4,356,786

ON I)ISPOSAL OF NON-FINANCtAI, ASSETS

I of Motor vehicles ll:] (4,824)

:=:=ll: --I!:Y!)
wagon KAV 547 E of NBV Kes.464,062and yAMAHA KBL;so c or NBV ;t. j;7j were
of,f in the financial year 2017/18 at Kes. 612,500 realising a gain of Kes.l rj, r65.00

INCOME

4,t66,474
190,3 r 2

898
6,415

795
30,509

835
35,542
3,08i

28,6s2

68,r l2
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Annual ltcports and F inancial Statemcnts

For thc year cnclctl .lunc 30, 20ltt ( Kshs '000)

N(),1'ES, fO .l.l I I1 l..lN 
^N(] 

I A t, Sl.n.l.t1M llN.l.S (C( )N l.lN t,] lll))

1 BIOI,OGICA I, ASSIJ'I-S

At bcginnirrg olthc Year .

- Additions
Decrease due to harvest

As restated

(l.oss)/gain arising lronr changes irr tair value attributable to

price changes

Loss)/gain arising tiom changes in fair value attributablc to

physical changes

ljair value gain/(loss) during the year

At thc end of'the Ycar

2018
Shs'000

342,721
t69,122

(377.450\
t34,i93

2011
Shs'000

470.201
96.7 49

566,956

2017

Shs'000
1,244

629,969
1,795,800
2,427,013
2,428,257

213,994 (224,235)

(40,68e)

23i.i05 (224.235\

)67,698 342.721

Indeterrrrinillgthepresentvalueofexpectednetcashflows,thecompanyhasnotdiscountedthecashflowsas
standing cane will mature within the next reporting period and therefbre the impact ol time value of money on

estimated future cash flows is not significant'

8. COST OF SALE,S

Opening stock raw material-Canc
Cane purchased -N/Estate

-olG
Total canc received
Raw materials available fbr crushing

Closing stock raw materials

Cost of cane ground
Production - [)irect labotrr

- Dircct l.ixpenses

Total Dircct expenses

Primc costs
F'actory -[ndirectlabor-rr
-lndirect f:xpenses

-Dcpreciation
Total indirect costs

Factory cost of Production
Add:Opening work in Progress
Lcss: Closing work in Progrcss
Factory cost of comPleted goods

Adcl:Opcning stock I"inished goods

Goods available lor salc
[,ess: Closing stock lrinished goods

Cost of sales

201 8

Shs'000

469,760
1,38i,i25
1,853,085
1,853,085

1,853,085
141,657

88,1 23

229,780
2,082,865

204,687
230,357
580,279

I ,015,323
3,098,187

12,106
(33,984)

3,076,309
63,473

3,139,782
(e50)

U.IEJ]?

2,428,257
158,082
177,797
3 3 5,879

2,764,135
224,477
3 32,853
625,337

1,182,667
3,946,802

22,862
(l2,l06)

3,957,55 8

I 1,166

3,968,725
(63,473,)

)j_9s=252.

.l8

I



j ' 
Nzoia Sugar Company t,imitccl
Annual lleports and Financial Staternents
I.-or the year endcd .Iunc 30, 2018 ( Kshs '000)

NOTES'fO'IIIE I]INANCIAt, STA'|EMEN'I'S (CON'I INLJI]D)

')(a)
AI)MINIS'l ltA I I Vt: l:XI'lrNSl:S

StafI'costs

Othcr costs
Perfbrrnancc bonus
Legal and proflessional f'ccs
Corporate social responsibil ity
Depreciation
Medical serviccs
'l'ravelling

Security
Books & Pcridodical
Directors expenses
Dircctors' emolurnents
Honorarium
Amortisation ol intangible assets
Repairs and maintenance
Rent and ratcs
lnsurance
Cane safety cxpense
Bank charges
Contracted services
felcphones and comrrrun ications
Audit lees
Statiorrery

Bad and doubtful dcbts

Inventory obsolcsencc provision
Contingency
Donations
Fuel and lubricants
Motor vehicle running
Loss on disposal of fixed assets
Foreign L,xchange Di lflercnces

Tax penalties

2018
Shs'000

934,880
89,811

23,287
4,353

20t7
Shs'000

29,743
39,973

748
L)t

42,721

1,051,870
61,080

47,221
4,7 58

62,297
45,317
60,346
10,577

202
39,804

1,445
7t4

4,019
36,843
28,t51
83,648

g,3gg

3,s94
40,5 l6
4,048
8,346

l0,ggg

663

15,599
19,092
68,529
9,076
3,215

43,874
4,087
7,000

438

73,200
2,029

56,606
2,245

1,148

64t,442

10t,649
74,948
2,706

4t4
19,416
10,814
4,824

57,381

5 12,816

I l4,I 12 2,459,220

i9



Nzoi:r Sugar (lomPanY Linritcd
Annual Rcports and Financill Statements
F-or thc ycur cndctl Junc 30, 2018 ( Kshs '000)

NOTITS'l'O't'l Iu lilNANCIAL S'fAl'l'lMtlN'l's (coN'l'lNtJLlt))

e(b) S1'AI.-F COS'I'S
Salaries and allowances
Bonus
Pcnsion - deflned contribution scheme

I)rovidcnt fund
Statf overtirne
Staff training
CasuaI labour
Other staff costs

StafT gratu ity provision
Pension - statutory def,rncd contribution schcmc

Detined benefit scheme credit (note t8(b))

The average numbcr of employces at the end of the year was:

Permanent employecs-Managemellt
Pertnanent ernployees-tJ rr ionisable
-l 

etnporary and contract employecs

IO. MARKI]TINC AND DTSTRII}UTION COS'TS

Salaries and wages of sales personnel

Advertisement and promotional cxpenses

Other Selling and distribution costs

I I. LOSS I}EFoRE TAXATION

I-oss before taxation is arrived at after:

Charging:
Staffcosts (note 6 b)
Depreciation of property, plant and equipn.rent (notc l2)
Amortisation otintangible assets (note l3)
Directors' ernoluments - lees

- other

Directors' expenses

Auditors' rcmuneration
Rad and doubtltrl debts
Profit(loss) on disposal ol'assets

Loss(Gain) on tbreign exchange

Interest receivable

20I tt 20t1

Shs'000 Slrs'000

747.i 0 1 804,5 82

5,3 i4 8,121
2,520

934,880 1,04t ,526

51,240

4t,7 4l
3,023

7 5,862
4,377

1t,241
419

65,700
23,541
62,517

8,225

i0,r8l
2,334

32,514

1,047,526
688,934

4,019

326
691

t 490

14,465

t3,l6l
r,302

934,880
624,143

10,432

42,721
7,000

(n3)
(r,r48)
(8,793)

t,445
39,804
8,i46

101,649
4.824

53,929
(8,e50)

ul0
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Nzoia Sugar ompany Limited
Annual and [-inancial Statcmcnts
F-or the year dcd.Iunc 30,2018 ( Kshs'000)

NOTES TO FTNANCTAL STA'| EM EN'|S (CON-f rN UE,D)

ANCE TNCOME
lt'lcotne:

farmers balances
deposits with financial institutions
staff loans

ANCIi COSTS

st expcnse

201 8 20t7

Shs'000 Shs'000

7,832
962

2,424
5,622

904

interest income on farmers' balances relates to the interest the company charges
in relation to credit advanced lbr farm inputs. 'l'he company recovers these
fiom the amounts payable to fbrmers on harvested cane.

2018 2017

Shs'000 Shs'000

8,793 8,950

884,044 599,622

4l

I
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Nzoi:t Sugar ConrPanY l,imitcd
Annual l{cports ancl F'inancial Statemcnts

For thc year cndctl .lune 30, 20ltl ( Kshs '000)

NO'IESl'O-TIIE,ITINANCIAI,S'I'A'I'IJML,N'I-S(CON'I'INUI]D)

I4 ]'AXA'T-ION

20 ttt
Shs'000

2011
Shs'000

2,685
I 3 5,563

(e)

I 3 8,239

(8i4,546)
1 3 8,239

834,546

(a) '['axation charge/(crcdit)
Current tzrxation bascd on the adjustcd profit

for the year at 30% - currenl Year

Det'erred taxation credit (note l8)
Prior year unclcr provision of taxation recoverablc

Reconciliation of expected tax bascd on

loss betbre taxation charge/(credit)
(b)

L,oss bt: lbrc taxation

'l'ax at the applicable rate of 30%

Tax ef'fect of non-deductible expenses
'l'ax eftect of non-taxable income

Dcf-errcd tax not recognised
Prior year over provision- def-crred tax

(c)'t'axation recoverable
At beginning of the Year
Paid in the Year
Charge tbr thc Year
Prior ycar under provision of taxation recoverable

At end of year

(3,568,733) (2,781,820)

l3 8,239

(726) (72)
( 1,805)
2,685

(e)

(726) (7ee)

4?.



NOTES 1'O THE FINANCtAL STATEMENTS (CONTTNUED)

Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the year ended June 30,2018 ( Kshs '000)

Leasehold
land

Shs '000

s,800,339

Facrory
build ing
Shs'000

655,7'1t

? r<i

4,097

Rr's idential
& school
bu ild ings

Shs'000

t0o,'l7 t

Plant &
machinery

Shs'000

5,028,421

5,984

3 5:1,04 8

'l'ractors,

trailers $
& heavy
veh icles

Slrs'000

364,022

7,321

Ctrs &
rnot0r
cycles

Shs'000

95,437

t4,'7 t5

Irurn iture,
liurngs &

equ ipnrent
Shs'000

30,793

8,947

Corrputer
system

Shs'000

48,280

I I,902

23,869

l:actory
tools &

implernents
Shs'000

6,69t

5,260

Caprtal
wil,

Shs'000

'l otal
Shs'000

t3,423,t60

233,102

Watcr &
electrrcity Canc l(oots

instal lation
Shs'000

COS'I'OR VAI-UA'I'ION

At I July 2016

Additions

Rcval uatron

l ransI'er

D rsposals
l'ranslbr ro rrrtangible assets

Ar 30 June 20 I 7

Ar I July 201 7

Additions

Revaluatron

Transl'er

D rsposals

I t9,204 21,864

3 5,968

1,t73,431

t 40,'152

5.800,339 662,123 r 00,77 l 5,388,453 363, I 93 r 05,76 I 39.740 84,050

4,243 (386.257 )

1t73.622)
( r 2,520)

(t73.622)

16,t94 I19,204 63,832 754,304 !3.497,984

(8, r 50) (4,370)

5,800,339 662,t23

634

100,77 t 5,388,453

t3,263

363,t93

t t ,517

l 05,78 r 39,74t)

3,992

84,050

t,300

16,194

14,t88

I I 9,204 t3,497,984

I t9,848

(r63,688)

63,832 7 54,304

7 4,894

(363, r 48)

(26r,04r)

(540)

t9,145 24t,896

(970) (970 )

^r 
l0 June 2018 5,800,339 6E1,902 100,171 5,643,6t2 374,770 104,271 43,'132 85,350 l0,tE2 I t9,204 63,E32 205,009 t3,253,r?4

43



Nzoia Sugar ComPanY Limited
Annual Reports and Financial Statements

For the .v-ear ended June 30, 2018 ( Kshs '000)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEDI

l5 PROPERl'Y, PLAN'l' AND EQUIPMENT (Continued)

-easehol d

land

Factor;'
buildrng

I)lant &
nrac h i ncry

502,842
48'7,963

Curs &

n10t0r

cyc lcs

Shs '000

electricity
i nstal I at ion

17,88 r

15,199

Caprtal
wlP

i1 ?qq

49,028

I1,178
r 0,6 l9

23,859

20,154
( r,093)

4,6 l9
5,268

7,242
l 1,521

1,004

t,642
5,573
t2,766

'lotal

Shs '000

7 42,945

688,934
(3,666)

'l'ractors,

tra i lers
'l ractors&

hcuvv
vchicles

I 15,448
'14,t'14

(2,s73)

Furniture,

liLtings &
cqurprttcnt

Shs '000

lructorv Water &
ILcs i dcntial

& school
building

Shs'000

Conrputer tools &
I lardrvarc irttPlcnlents

Cauc
I{oots

Shs '000 Shs '000 Shs '000 Shs '000 Shs '000

Shs'000 Shs'000 Shs'000 Shs '000

DEPIIECIA'I'ION

A,r I July 2016

Charge for the Year
Disposals

Ar 30 Junc 2017

At I Jtrly 2017

Charge lbr the Yeur

At 30 June 20lll

NE'f BOOK V;\Lt,E (\/aluation)

Ar 30 June 2018

Ar 30 .lunc 2017

5,800,339 543,839 62,'159 4,186,988 t28,t76

5,800,339 559,796 78,9't4 4,397,648 176'144

t02,327 21,797 990,805 187,049 43,520 9'887 l8',763 2',646 33'080 18'339

46,104 10,088 465,22t 56'035 l5'l8tt 5'076 9'988 3',524 12',9 19

I48,43131,8851,456,026243,08458,70814'96328',75t6',17045',99918'339

t,42tt.2 l3

624, I 43

) l)i) i5fi

46,034 28,'165 56,600 19,968 13,207 45'493 205',U09 I 1', 197', l8i

62,261 29,853 65,287 13,548 86,124 45'493 754',304 t2'069',77t

44
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
F'or thc year endcd Junc 30, 2018 ( Kshs '000)

NOTES TO THE FtNANCtAT. S'fA't'EMEN'r'S (CONTTNtJED)

l5 PROPERTY, I'LANT AND EQUIPMENT (Continucd)

t6 I NTAN(; I BI,T] r\SST].1'S

COS I

At I July
Additions
-fransttr fronr capital WI['}

NMOI{ I'ISA I'IoN

At I July
C--hargc lbr thc year

Property, plant and equiprnent were revalued on i0 June 20 15, by Real Appraisal Limited. Assets werc
revalued using the depreciated replacement cost nrethod.

Capital work in progress mainly represents expenditurc on incomplete factory lvorks that were in progress at
the end olthe reporting period.

ln 1971 , the company was granted leasehold land registration [:ast Bukusu/North Sang'alo/1904, East
Bukusu/East Sang'alo/1444 and Ndivisi/Khalumuli/1459 and a 50-year land grant fbr land ret-erence 485]164
with eff'ect fiorn April 2002 from the Government ol Kenya. In 2009, the leasehold land was valued at
Shs 6,028,600.000.

20 r8
Shs'000

235,634
r,6i0

20t7
Shs'000

32,544
29,468

173,622

237,264

35,223
t0.432

23 5.6i4

I 1,204
4,0 t9

At 30 June 45,867 3 5,221

NDT BOOK VALLJL, _191,397 _r_09:1!,

lntangible asscts represent computer sottware costs. Flt{l) soti,,vare and antivirus s;;;;;.."rnt.,1 u, r,.rlnS :a

17 INVESTMENT PROPERTY

At fair rralue:

At beginning ol year
F-air value gain

250,000

At end ofyear ::if::
Locations and details of the investment property are LR No.4857/64lKileleshwa in Nairobi area.

230,000
20,000

250.000

4-5



)
Nzoia Sugar OomPanY Linritctl
Annual Ilcports and Financial Statcmcnts

For the ycar cntled .lunc 30,2018 ( Kshs '000)

N().1.tls 
.f() 

1.I t l] IIIN 
^NC 

t 

^ 
l, S1.^.I.t1M EN.|.S (C()N,l.l N tJ IlD)

l8 I)UE I''ltorvl OLl'l(;ltoW!lRS

I)uc liorn out-growcrs
[.css: provision lirr tlotrtrttirl debts

I)uc *'ithin I ycar
Altcr I ycar

t9 INVENTORIES
Sugar and molasses
Sugar in proccss
Raw matcrials
Consurnables

20 -I'RADI] AND OTHEI{ RECEIVAI}I,T]S

'l'radc rcceivablcs
l,css provision lbr doubtlirl dcbts

Othcr rcccivables
Prepayrnents ancl dcPosi ts

Statl' rcceivab lcs

2I SHOIIT TEI{M I)IiI'OSII'S

950
j j,984

I t,t29
22,3s6

396,324
(-12(r.391)

(r9.913

201 8

Shs'000

2017
Shs'000

I tt2.190
(r je,274 )

2l.l li

I i,4 l0
7.705

2017
Shs'000

46.622
21.-l I I

69,9 j j 2l.l l5

I)ue fionr outgrowers relates to credit advanced to tarrners towards fartn inputs. The cane planted acts as

collateral for the amount advanced.'['he cane plants take a maximum ol2 years to harvest'

201 8

Shs'000

542.l92 460,994

51'7,326 494,419

24,914
(24,9 t4)

26,317
(24,9t7)

20 r8
Shs'000

)6,072
I 5.051

i5.444

!12:!-1

201 8

Shs'000

47,000

2017
Shs'000

l,400
40.929
24,385
73.966

.,::!::

2011
Shs'000

2,450
81,591

National Bank ol KcnYa [-imited
Standard Chartered tlank of Kenya Limited

46

47,000 90,041



ny [,imited
and F'inancial Statcmcnts

June 30, 2018 ( Kshs '000)

ANCTAL STAI'EMEN't'S (CON-r'rNrJED)

of Kenya Lirnited
tlank of-Kenya Limitcd

20 r8
Shs'000

20r8
Shs'000

20t7
Shs'000

2017
o

ll

==:

2,364
90,041

20t7
Shs'000

interest ratcs lvas as lollows: 20t8
%
ll

::?
deposits are held against letters oIcredit committed against ordered overseas items.

CASTI BAI,ANCI.]S
bank balances 10,925

47,000deposits note 8)(

are held at Nationa
Chartered Bank AS

Bank,
at 30'h

::::'::?_: :::":!_)!
Kenya Comrnercial Bank, Co-operative Bank of Kenya, Diamond
June 20 I 8.

STIARE CAPITAL

shares oI Shs 20 each
::_ef:: =.:,:,:1,:,

ly paid:
shares of' Shs 2o each 54i.000 543.000

TION RESERVE

represents the net cumulative surplus arising from revaluation of property, plant and
iation and deferred taxation. The revaluation surplus is non-distributable.

EARNTNGS (DEF'rCIT)

( Deficit) represent amounts available for distribution to the entity's shareholders.

s

revaluati

or the

27,1

Nzoia

30,

h and
Bank

uipment

RET

retained

41
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Nzoia Sugar ComP:rnY [,irnitcd
Annual ltcports and F-inancial Statcmcnts

For thc year ended Junc 30,2018 ( Kshs '000)

N O.I. t.:S,fo 
.lI 

{ I] t. IN ANC I 

^ 
t, S1-^'I-tlM EN.tS (CONl.lN l. J I]I ))

a

26 I}ORIIOWIN(;S

26

Loans
National 'l-rcasury

Agriculture frood and F'isheries Authority

'the borrowirlgs are repayable as tbllows

On demand or within I Year
After I year

b) Movement in loans

At I July
Accrued interest
Interest paid
Foreign exchangc di ff'ercnce

Loans received
Loans repaid

At 30 June

Ttris is madc uP of:

Principal
Accrued interest

39,817.342 i8,693,i0l

a)

20 t8
Shs'000

31,406,191
2,410,544

39,571 ,342
i00.000

20 l8
Shs'000

i8,693,30 I

884,041

2017
Shs'000

36,289.421
2.403,814

3 8,460,28 5

233,016

z011
Shs'000

r 2,544, I i5
26.149,166

'l'otal borrowings )9.87'1,342 i8,693,i01

'lhe company has detaulted on loan repaynlents and the entire loan amount is due for repayment on

dernand

I8,062,0 I 6

589,622
(8,162)
56,662

.i00,000
(6,631)

39,877,342 i8,693,301

12,544,135
27 ,333,201

39,811,342 38,693,301

BORROWINGS
Theeffectiveinterestratesontheborrowingsduringtheyearwere:

c) lnterest rates 
20lg

o

-l'he National'l'reasurY
Agriculturc F-ood and Fisheries Authority

2017
%

5.3

=l::_

5.1
10.9

Details of securities for borrorvings
The loans l.rorrr ]'he National Treasury and thc Agriculture l'ood and l"isheries Authority are

unsecured. These loans were advanced in tranche.s on diverse dates in the 1980's and have been long

outstanding. 1'he conrpany has delaulted on rcpayment ol'both principal and intercst in the past' The

terms and conclitions ot'the loan could not be satiiflactorily established cluc to the lapse in tinre and the

lack ol complete records.

48
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'l
zota

or the

OTES

pany Limitcd
ual Financial Statements

Junc 30,2018 ( Kshs '000)

INANC I A L S-l-Al'tlM IINT'S (CON'IIN U Ir D)

IN(]OMt]'I'AXN'I'IoN I,IAI}I I,I'I'Y

Total

Total

F

taxcs are calculated on all tcrnporary diff-erenccs unrlcr thc liability method using thc current enacted tax
ratc

-l'hc

2018
Shs'000

2017
Shs'000

F-air

taxation liability is attributablc to thc lbllorving itcrns:

lia bilities:

al lolvances r ,7 r 9,603
102,8 t6

2,545,5 75

- biological assets

-['otal
4,367,994

tion assets:

service gratuity
staff leave pay

losses

debts provision
stock

Tax lable for offset against future profits
not recognised

(482,712)

The directors consider it prudent not to recognise any deferred tax asset until the
can be predicted reliably

(73, l 84)
(26,74t)
(t7,2t4)

(268,633)
(96,940)

(s,s35,46 l )
5,5i5,461

As

3,885,282 3,885,282

'I'he on the deferred taxation account
was as follows:

Arl 3,885,282 3,387,72t
361,998

3,149,719
Prior (note 28)

comprehensive income
Profit 8a) t35,563

At 30 3,885,282 3,885,282

'Ihe

the
tax

ability to generate suftlcient taxable profits in the f,oreseeable future that willallow the deferred
asset has not been recognised in the financial statements because ofthe unceftainty regarding

S

future

il

49



)

I
a

Nzoia Sugar ComP:rnY Limitcd
Annual Rcports and F'inancial Statements

F'or thc ycar cndecl .lunc 30, 2018 ( Kshs '000)

NO' l'trs ' fO 'l'l I l: l:lN AN C IAI- S'l'A'l'llM l-'N'l'S (CON'| IN l'J I :D)

28 I'ltAI)Fl ANt) O'l'lllrR I'}AYAUI-ES

l'racle payablcs
[)ue to out growers
'l-ax penalties
Sugar Developlnent L,evY

Accruals
Other payables

29 l{l:'l'll{lrMl:N'l t}l.,Nl:lrl I.s ot}l-l(iA I loNS

(a) AlvlotjN'ls DUt,'lo S't'r\trF PROVIDTTNT titjNt)

Balance at thc beginning ofthc ycar

Intcrest chargc
Paid during thc Year

Balance at the end ofthe Year

20r8
Shs'000

2018
Shs'000

2011
Shs'000

2017
Shs'000

709,954
502,690

2,524,266
856,60i

t,312,172
1,279,996

709.i l9
249,i5 |

r,882,824
856,603
9 r9,302
179,124

7,185,681 5,396,524

2018
Shs'000

241,948

(3 r.r2l )

2017
Shs'000

I2 i,561

(7e,6 r 5)

2t2,621 24i,948

'fhese are amounts payable to the Nz.oia Sugar Cornpany Staff Provident F'und and re lated to accrued

retirement benefits and other gratuity beneflits due to Unionisable entployees up to thc reporting date'

Following a government directive, the gratuity arrangement due to unionisable stalf tnembers under the

Collectiv! Birgaining Agreenrent bet*een the cornpany and the LJnion, was terminated on 30 June 20 l2'

Accruedn.,.n.,b.rbenefitiasatthisdateweretranslerredtotheprovidentflund. Fronr lJuly20 l2,the

company,s liability related to staff retirernent beneflts is timited to the amounts transferrable to the provident

Fund, and the compaly's ntonthly contributions to the providcnt fund on behallof eligible rnerrrbers'

'lhe company has however not translerrccl the retiremcnt beneflts anlounts to the provident fund due to lack ol'

funds. Thc unpaid alnount due to the provident lund attracts interest atTohper annum'
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29
(b) DEFINED BENEFT-fS SCHEME ASSET(CON'I'INUED)

Interest rate per annum
Rate ofrevaluation oIdelerred benefits (per annunr)
Rate ofpension increases per annum
Retirement age (years)

The credit recognised in profit or loss in respect o[the scheme
is as follows:

Current service cost
Net interest on the net defined benefit asset

Total included in stafT costs in respect of scherne

29 RIITIREMIiNT BENlrFl'l'S OIlt.lGAl'IONS

Actuarial gains
Refurn on plan assets

Change in effect of asset ceiling

Valuc ol' accrucd I iabil itics
Value placcd on scheme assets

The company also operated a contributory detined beneflt scherne for qualitying non unionisable employees,
with the cornpany meeting the balance of the cost olproviding thc benefits under thc scheme. The scheme was
closed to new entrants and to future accrual ol benet'its with ellect lrorn I July 2007. -l'he 

accrued (past service)
benefits in respect of the scheme's in-service rnembers at the closure date are revalued at 5o/oper annum over
the period to retirement or earlier exit tiom service.

The rnost recent actuarial valuations olplan assets and the present value of the deflned bcnefit obligation were
carried out at i0 June 20 l7 by Alexander Forbes Financial Services (EA) Lirnited. Normal retirernent age f,or
scheme members was assumed to be 60 years. Thc accrued liability in respect of pensioners was taken as the
present value oIthe expected future pension paymcnts.
The principal assunrptions used flor the purposes olthe actuarial valuations were as tollows:

20 t8

Shs'000

2018
Shs'000

2017

Shs'000

t3%
5%
Nit
60

j,582
( r,062)

2,520

20t7
Shs'000

4,567
t2,770

( r0,564)

Total (credit)/charge to other comprehensive incorne 6,712

The amount of scheme assets over accrued liabilities in respect of the defined benetlt scherne is as follows:

2018 2017

sh'000 sh'000
(387,41 r )

387,166

_il

(45) (45 )
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-10 PROVISIONS FOR STAFF I,T],AVE, PAY
At the beginning o[thc Year
Provisiorr f,or the Year
Ptricl in thc year

At the end of thc Ycar

JI NO'II]S TO'tIIE STATF]MENI'OF CASH FLOWS

(a) Rcconciliation of loss betbre taxation to

cash gcnerated frorn(used in) operations

[.oss beflore taxation

Adjttstments:
Finance income (note 9)

Finance costs (note 8 )
Fair value gain investment property

Deprcciation (note l2)
Amortisation (note l3)
l.oss/(gain) on disposal of propcrly, plant and equipnrent

t'-oreign exchange difference on borrowings

[:air value loss /gain on biotogical assets (note 4)

lliological assets harvested (note 4)

Cash used in operations be[ore

working capitaI changes

Movements in:
Out-growers balances
lnventories
'l'radc and other receivables

Staff provident fund
t)et'ined benefit obligation (note 26b)

I'rade and other paYables

I'rovision for staff leave PaY

Cash generated(used in) operations

(b ) Analysis olthe balances ofcash and cash equivalents

Cash and bank balances
Short tcrnr dcposits (note I 8)

20r8
Slrs'000

l0 t7
Shs'000

9 r.6 r2
41.434

(44,eOe)

89, I 37

(30,214)

58,923

2018

Shs'000

(8,793)
884,044

624,143
10,432
(ili)

(r,r48)
23i,30s

(46,820)
82,847
14,l l3

(3 r,i20)

t,7 85,579
(30,2 r s)

t0,925
47,000

<7 C)-)5

89, r l7

(i,s68,733) (2,78 I,820)

2017

Shs'000

(8,es0)
589,622
(20,000)
688,9i4

4,019
4.824

53,929
224,235

(i,735)
42,507
2,453

(7e,6 rs)
9.202

1,504,235
(2,41s)

2.,364
90,047

92,41I

( r,s26,864) ( 1,245,207)

(s2,678) 227.366
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FTNANCIAL S1'ATEM ItN'r'S (CON'| tN r I ED)

I'AITTY I}ALANCES AN D'TRANSAC-I'IONS

a) managemcnt coln pcnsation

for key managentent during
was as follows:

and other beneflts

b) 'relnuneratiort

services as directors

cxpcnses

COMMI'IMENT'S

at the year-end for which no provision has
been in these financial statements

and contracted for
but not contracted for

52,427

42,72t

47,000
677,861

2018
Shs'000

14,200
47,000

5r,r8l

1,445
I 8,804

166,93 i
630,622

724,86t 997,555

The
fund

CO

relate primarily to expenditure on factory improvement. The company intends to
through internally gencrated lunds and loans.

2017
Shs'000

t,IAI}II,ITI ES

8 r,800
2,450

5i

Pending claims
Letters of credit
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l5 RISK MANAGTTMENT POLICIES

Ovcrview
-l-he company,s activities exposc it to a variety olopcrational and financial risks. These activitics involve the

a.alysis, evaluatiorr, acceptance and managernent of sorne degree olrisk or combination of risks.'l-aking risk is

core to the corrrpany's business and the operational risks are an inevitable consequeltce ol'being in business.

1-he conrpany's airrr is thercflore to achieve an appropriate balance between risk and return and nlininrize

potential adverse effects on its financial pertormance. 
'l-he key types ol financial risks include:

. Credit risk

. Market risk

. L.iquiditY risk

The key operational risks include potitical and environmental risks.

'lhe company's t-inancial risk management policies arc designed to identity and analyz-e thcse risks' to set

appropriate iisk limits and controls, and to nronitor the risks atrd at the same time ensuring adherence to laid

down limits. 'fhis is achieved by means of reliablc and up-to-date information systems. 'f he company regularly

reviews its financial risk management policies and systetns to retlect changes in markets and emerging best

practices.'fhe company', or"*lt risk managernent program locuses on the unpredictability of changes in the

business environment and seeks to mininrize potential adverse effects of such risks on its financial performance

within the options available in the Kenyan rnarket by setting acceptable levels of risks. Financial risk

management is carried out by senior management under the supervision of the Board of f)irectors'

Management in conjunction with various committees then identihes, evaluates and addresses risks accordingly.
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35 RISKMANAGEMITN'I'POLIClljs(Continued)

Crcdit risk management (Continued)

In addition, thc company has an independent intcrnal audit department which reports directly to the Board
Audit Conrmittee. T'his departrnent is responsiblc for assessing the risk t-aced by the company on an ongoing
basis, evaluate and test the design and eftcctiveness oFits internal accounting and operational controls that
address these risks. '[-he company does not enter into or trade in flnancial instrurnents, including derivative
financial instrunrents, lor either hedging or speculative purposes.

Credit risk ref'ers to the risk that a counter party will default on its contractual obligations resulting in financial
loss to the company. The cornpany has adopted a policy of only dealing with creditworthy counterparties and
obtaining sufficient collateral, where appropriate, as a means of mitigating the risk o[financial loss from
defaults. The company is exposed to this risk in several areas including trade and other receivables and cash
and cash equivalents. F{owever, the cornpany's credit risk is concentrated mainly in advances issued to farmers
in the form of fhrming inputs and in trade receivables in the florm of sugar debtors. The company gives
advances to fanners in the form of farrning inputs to lacilitate sugarcane crop establishment and to irnprove the
productivity of the growing crop. Advances to thrmers are eventually deducted lrom the value of the cane
delivered upon harvesting. The kcy risk is therefiore that the yield lrom the crop will not be suftlcient to cover
the advanced credit.

The company counters this risk by placing significant emphasis on the vetting and selection ol farmers. This is

done with the aid of comprehensive and documented criteria which includes a review of farmers' payment
histories. The company also monitors budgeted sales outputs and expected factory crushing capacity and also
forecasts of expected environmental conditions to aid it in budgeting for these advances. However the
existence o[favourable weatherconditions willalways remain outside the control of the cornpany. Political
upheavals and general unrest also pose a risk to the company usually resulting in the burning of immature cane
Burning of immature cane reduces the quality and the quantity o[the yield from such cane in addition to
raising production costs and waste. While an elernent of this risk is outside the companv's control, it has
however sought to rnitigate this risk by enhancing security in its nucleus estates. The con.rpany does not
purchase burnt cane lrom flarmers in order to discourage irresponsible burning of immature cane by larrners in
order to readily obtain quick cash.

The bulk of the company's revenue relates to sugar sales. The company has a documented credit policy whose
management and implementation is overseen by a Credit Committee. The Committee manages limits and
controls concentrations of credit risk whcrevcr thcy are identified. [t structures the levels of credit risk it
undertakes by placing Iirnits on the anrount ol risk acceptable in relation to a debtor or categories of debtors.
Such risks are rnonitored on a regular basis and are subject to regular reviews. Exposure to credit risk is
managed through regular analysis of the ability ol credit customers to meet their obligations and by adjusting
the Iimits appropriately. The credit risk on trade receivables is further mitigated by requiring most credit
customers to provide guarantees issued by reputable banks recomrnended by the cornpany.

ln measuring credit risk relating to trade receivablcs, the company therefore reflects three cornponents:
The'probability oldefault' by the customer or counterparty on its contractual obligations; current exposures to
the counterpart and its likely future development, fiorn which the company derive the 'exposure at default, and
the likely recovery ratio on the defaulted obligations. With regard to impairrnent of outstanding receivables, it
is the company's policy to assess/review all debts over 60 days for impairrnent and to provide for all debts
where a debtor is declared bankrupt or facing financial difficulties. [n some cases where an unsecured customer
is in arrears the whole amount is provided for.

Mouimum e-yposure lo credit risk before collaterul held or other credil enhoncements

The maximum exposure to credit risk represcnts a worst case scenario olcredit risk exposure to the company
at the end olthc reporting period, without taking account o[any collateral held or other credit enhancenrcnts
attached. For reported tlnancial assets, this exposure is based on net carrying anlounts as reported in the
statenrent ol' fi nancial position.
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35 RISK Mn NnGtiM[Nl-POl-lCll]S (Continued)

Crcdit risk nranagernent (Continued)

Collulerol

l'he collateral hcld fbr sugar debtors includc guarantecs tiom reputable banks recotnlnended by the conlpany

The crcdit risk on liquid f unds is timited bccausc the counterparties are comnrercial banks with high credit-

ratings assigtred by international credit-rating agencies. No collateral is held fbr advances to fartners.

'lhe credit risk exposures are classified in three categories:

Neither past due nor impaired

The company classifies flnancial assets under this category f,or those exposures that are up to date and in line

with contractual agreentents.

Past rlue bul not intPuired
-fhese relate to financial assets that have passed the contractual payrnent period but are expected to be

recovered within reasonable tinrelines. These assets are not impaired and continue to be recovered with the

active involvement olmanagement. The collateral held flor sugar debtors in this category includes guarantees

frorn reputable banks recommended by the company.

Impaired
lmpaired financial assets are those for which the company determines that it is probable that it will be unable to

collect all payments due according to the contractual terms of the agreement(s). No collateral is held with

respect to the debt, or the collateral doesn't sufficiently cover the exposure.

On an ongoing basis, a credit evaluation is performed on the t-rrrancial condition of accounts receivable.

Analysis of credit risk e-tposure
The imount that best repiesents the company's maximum exposure to credit risk at the reporting date is made

up as f,ollows:

Neither past due Past due but

nor irnpaired not impaired Irnpaired -[otal

30 June 2018 Shs'000 Shs'000 Shs'000 Shs'000

-l'rade receivablcs
Due lrom outgrowers
Short tcnn deposits
Bank balances

30.lunc 2017

-frade receivables
Due lrom outgro\.vcrs
Short ternr deposits

Bank balances

46,622
47,000
10,925

23,3 r r

2i,3 I l 35 1,305 419,164

24,914
326,i9 r

24,9t4
396,32s

47,000
r0,925

104,541

1,400

2l,l t5
26,317

i82,i90
90,047
2,364

90,047
2,364

92,4 I I 24,51s 384, l9 I 50 l,l l7
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35 RISK MANAGEMITN I- t'}OLICIES (Continued)

Market risk managenrent

Market risk is the risk arising lrorn changes in rnarket prices, such as interest rate and fbreign exchange rates
which will af fiect the conrpany's incorne or the value of its holding of financial instruments. I'he objective ol
market risk managernent is to rnanagc and control nrarket risk exposurcs within acceptable pararneters, lvhile
optimising the return. Overall responsibility for managing market risk rests with the company's management
under the supervision of the Board of Directors.

(i) Interest rate risk

lnterest rate risk arises primarily from borrowings, flxed and collateral deposits, cash and cash equivalents
The company's management monitors the sensitivity of reported interest rate movet'nents on a monthly
basis by assessing the expected changes in the dilferent portfolios.

(ii) Currency risk

The company undeftakes certain transactions denominated in loreign currencies, mainly the US doltar and
the Euro.'[his results in exposures to exchange rate fluctuations. The company however did not have
balances denominated in foreign currency as at year end.

Liquidity risk managcment

This is the risk that the company will encounter difficulties in meeting its financial cornmitments from its
financial liabilities that are settled by delivering cash or another financial asset. Prudent liquidity risk
management includes rnaintaining sufficient cash to lneet conrpany obligations when they fall due, under both
normal and stressed conditions, without incurring unacceptable losses or at the risk of damaging the company's
reputation. Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has
developed and put in place an appropriate liquidity risk management framework for the managernent of the
conrpany's short, medium and long-tenn funding and liquidity management requirernents. The company
manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by
continuously monitoring lorecast and actuaI cash flolvs and matching the nraturity profiles o[ financial assets
and liabilities. [n addition, all rnajor capital investments are funded by a mixturc of equity and long term debt.
The following table analyses the company's remaining contractual matr"rrity for its non-derivative flnancial
liabilities with agreed repayment periods.

'fhe table has been drawn up based on the undiscounted cash flows oiflnancial liabilities based on the earliest
date on which the conrpany may be required to pay. The tables include both interest and principal cash florvs
and exclude the inrpact olnetting agreetnents.

At J0 June 2018

Borrowings
Trade payables
Payables to outgrowers

I -6
months

Shs'000

6t2
Months

Shs'000

39,571,342
709,954
s02,690

Above
I year

Shs'000

300,000

Total
Shs'000

39,871,342
709,954
502,690

51

40,789,e86 300,000 4 1,089,986
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l5 I{ISKMANn(i[:MIIN'l'POLICIES(Continued)

Liquiclity risk marragernent (Continucd)

r-6

At 30 June 2017

nronths
Shs'000

Borrowings
'frade payables

Payablcs to outgrowers

709,i r9
249,35 t

6t2
Months
Shs'000

Above
I year

Shs'000

'l'otal

Shs'000

i8,69i,301
709.1 l9
249,i51

Fair value of financial assets and liabilities
a) F'inancial instrtlments measured at fair value

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation

techniques are observable or unobservable. Observable inputs reflect market data obtained lrom

independent sources; unobservable inputs reflect the company's market assumptions. These two types ol
inputs have created the following fair value hicrarchy:
. Level I ,- euoted prices (unadjusted) in active markets lor identical assets or liabilities. This levcl

includes listed equity securities and debt instruments on exchanges.

r Level 2 lnputs other than quoted prices included within t-evel I that are observable for the asset or

liabitity, either directly (that is, as prices) or indirectly (that is, derived frorn prices)'

. Level 3 tnputs flor the asset or tiability that are not based on obscrvable nrarket data (unobservable

inputs).'fhis level includes equity investnrents and debt instruments with signifrcant unobservable

components. l'his hierarchy requires the use olobservable market data when available. The company

considers relevant and observable market prices in its valuations where possible.

The foltowing table shows an analysis of financial and nor.r- financial instrurrrents recorded at fair value by

level of the lair value hicrarchY:
Levell t,evel2 LevelS Total
sh'000 sh'000 sh'000 sh'000

I t, r97, I 8i
361,698
2s0,000

958,670 i8,460,285 23 3,016 i9,65 I ,97 I

I 1, 1 97,1 83

361.698
250,000

18,460,285 23i,016

t2,069,11 |

342,720
250,000

At f0.Iune 2018
Property, plant and equiPment

Biological assets

Investrnent pr()perty

At J0.lune 2017
Property, plant and cquiPrnent
BioIogical assets

lnvcstrncnt property

12,069,17 |

342,120
250,000

There werc no transf'ers between levels l, 2 ancl I during thc year

b) I"inancial instruments not measured at fair valuc

[)isclosurcs oi fair values o[ financial instrunrcnts not tneasurcd at fair value have not becn madc because

the filarrcial carrying amounts are a reasonable approximation of their lair values.
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i6 CAPITAt, MANAGEMTTN'|

The company's objectives when managing capital arc

. To nratch the protile of its assets and liabilities, taking accoun[ of the risks inherent in the business;

. To nraintain tlnancial strength to support business growth, and

. To safeguard the company's abitity to continue as a going concern so that it can continue to provide
adequate returns to its shareholders and value to alI other stakeholders.

The capital structure of the conrpany consists otdebt, which includes thc borrorvings less cash and cash
equivalents and equity attributable to equity holders, cornprising issucd capital, revaluation surplus and
retained earnings. The Board o[Directors reviews the capital structure on a regular basis. As part of this
review, the board considers the cost olcapital and the risks associated rvith each class of capital. Based on the
review, the company analyses and assesses the gearing ratio to deterrninc the appropriate levels. -I'his ratio is
calculated as net debt divided by equity. Net debt is calculated as total borrowings less cash and cash
equivalents.

There have beerr no nraterial changes in the company's nranagement of capital during the year,

2018 20t]

Shs '000 Shs'000
The gearing ratio at the year-end was as tbllows

Shareholders' deficit (38.382.596) (41,066,78s)

Borrowings (note 23)
Short term deposits (note l8)
Cash and bank balances(note l9)

39.871.342
(47,000)
( 10,e25)

38,693,30 r

(90,047)
(2,364)

)l

38

Net debt )9,819.4t7 i8,600,890

Cearing ratio Over 100%o Over 100%o

INCORPORATION

The company is domiciled and incorporated in Kenya under the Kenyan Cornpanies Act.

CURRENCY

These financial statements are prepared in thousands of Kenya Shillings (Shs '000), the company's [unctional
currency.
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39 PI{O(;RIISS ON FOLI,OW I.JI' 0N AUDITORS RECOMMENDAI'IONS 20I7

Arc:t
i) Propcrty l)lant and

Equipment

lnclr"rdecl in tlie [)[)[r ot'Kshs
12,096,77 1,000 20 I 6/l 7
tinancial year was a plant with
a carrying valr"rc ol'Kshs
295,697,000 which was

procured betwecn 1990- 1993

but has been lying idle since

acquisition and thus has not
generated any income for the

Company.

Im cmcntat ion bv

Chiel Executive
OI'ficcr/Factory
Manager/Purchasing Manager

Company Secretary

I nfbrmation Technology
Managcr/ Irinance Manager

lVe invitecl the Ministry o./

l'ublic Works to vulue the idle
assets for purpose rf disPosol
und u resarve prica wu.t givan

Jbr every item.'l'he
manlgemenl is in lhe Process
of clisposing the idle lssel.t
throrrgh compelit ive b idding.

nscMirn:r mcnt llcs

The company is still flollowing
up on the con{-trmations scnt to
our lawyers through the

company secretary.

ii) I'rovisions and
contingent
liabilities

As at thc timc of audit in
20l6l17 iinancial year,

independcnt contlrmations
tiom all company lawyers had

not been reccived with regard

to ongoing litigations, therefbre
the irnpact oIoutstanding cases

could not be established.

The AMS system has captured
the farmers' bctlances correctlY
and reconcilialions ure
per iodically clone.'['he

interface i.s what has not been

complelerl though the proce.ss

i.s on.

iii) Management of out-
grorvcrs (farmers)
balances

The out-growers balances
(famrers) are managed using
the Agricultural Management
Systems (AMS) which captures

individual farmer records while
the linance systems is using
Systems Applications and

Production(SAP)which
maintains a control account of
the total out-growers balances.

The interfacc between thc two
systcms is still manr,rally done

hcnce the records bctween the

two arc inconsistcnt.'l'hcrelbrc

60

II



a A

Nzoia Sugar Company Limitcd
Annual Reports ancl F-inancial Statcments
F-or the year endcd.Iune 30, 20ltt ( Kshs .000)

thcre was a possibility that the
out-growers balances recorded
werc not be accurate.

iv)'the National Treasury
Guaranteed loans

As at 301612017 the
Government of Kenya through
the National Treasury loans
guaranteed to the company's
creditors stood at Kshs
36,289,427,006 comprising of
accrued interest of Kshs
26,193,798,63 I and Principal
amount of Kshs
I 0,095,628,375.The Company
has continued to default on
repayments while there is no
actionable evidence of write
ofi

The government oJ' Kenya
through the privatization
commission is in the
process o/'writing off the
loans. Management wrole
to the Ministry of F'inance
with a view oJ'carrying out
reconciliation of the loan
amount before
privatization is completed.

Attached sessictn P aper
no.l2 of20l2

Board of Directors/ Chiel
Executive Offlcer

v) Loan from
Agricultural and
food Authority-
Kshs
2,403,175,624.00

As at 30/612017 the Company
had a loan fiom Agricultural
and food Authority, for which
the Company had not met its
covenant terms. The principal
and the interest had not been
settled.
Further, the Company had not
remitted Kshs 856,603,000 to
the Sugar Board as required by
the Sugar Act No. l0 of 2001.

The Company still owes

formally Kenya Sugar Board
the above amount for loans
advanced and SDL. The cash

/low constraints the company
has been undergoing made il
dfficult to release the payment
lo KSB. Low sugar prices
accuslomed by cheap sltgar
imports and high cost of
production aJ/bcted the ability
of the company to meet most ctf'
its obligalions including lhe
loans. The piovernment o.f
Kenya through the
privatization commission is in
the proces.s oJ'writing off the
loans.

Board of Directors/ Chief
Executive Officer

vi) Non Remittance of
taxes and other
levies

During the 2016/17 financial
year, the Cornpany did not
clear outstanding payments of
recovered balances OF Pay As

T'he tax arrears puyable to
KRA has not been cleared
owning lo challenges related to
cash.flows. '[he price.s of sugar
went clraslically low lo almost
50'% o/'our cost of production
and there.fttre making it difficult

Chief Executive Officer
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Nzoia Sugar OomPanY l,irnitcd
Annual Ilcports and Finnncial Statcnrcnts

For thc ycar cndcd .Iunc 30, 2018 ( Kshs '000)

fbr us lo honour our"

commilmenl ttf meeling lhe

obligations os the.y./bll due. 'l'he

complny has engaged the KRA

ofJice on the re7a.ymenl

slruclure once the com7anY

cash-.flow improves.

You Earn (P-A-Y-F.), Value

Addcd'fax (VA'f), Sugar

[)cvelopment Lcvy
( SDL) and withholding taxcs

to thc respcctive institutions
notwithstanding the growing
arrears ancl penzrlties of non-
Payment
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