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COMPANY INFORMATION

Bockground lnformotion

Agro-Chemicol ond Food Compony wos estoblished in 
.l978 

under the Componies

Act Cop 486 to produce power olcoholfrom sugor cone molosses, lt wos o unique

joint venture between the privote sector ond the Government of Kenyo, The Power

Alcohol wos to be blended with petrol to moke gosohol os o notionol strotegy for

reducing foreign exchonge used to purchose petroleum oil, The project wos

conceived by Mr, M, N Mehto, Choirmon of Mehto Group ond implemented within

the budgeted time ond costs. The compony wos finolly estoblished ond

commissioned in 
.l982.

The project olso suited well with the strotegy odopted by the Government of Kenyo

os port of rurol industriolizotion progromme meont to curb post-independence

migrotion to urbon oreos, The technology selected wos from M/s. Vogelbusch of

Austrio which wos ond still one of the -best technologies" in the world in the field of

Alcohol ond Active Dry Yeost,

The progromrne could not be sustoined becouse ltrere wos no policy ond legol

fromework to regulcrte the use of power qlcohol. ln qddition, there wos resistcrnce

from the multincrtionol petroleum Componies who feored o reduction in their morket

shore ond therefore the Compony shifted to producing vorious grodes of spirit ond
yeost,

Upon inception, the Compony wos under the Ministry of Energy, however from 
.l996,

the Compony wos ploced under the Ministry of Agriculture where it hos been todote,

Principol Activities
The Compony produces Extro Neutrol Spirit, Kenyo Methyloted Spirit,lndustriol

Methyloted Spirit, Active Dry Yeost ond fresh Wet yeost from sugor cone molosses for

both locol ond export morkets, The compony olso produces bottled spirits ond
corbon dioxide,

lllragc
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ORGANISATION

Agriculturol Development Corporotion

Agriculturol Development Corporotion
lndustriol ond Commerciol Development Corporotion
lndustriol ond Commerciol Development Corporotion
lnternotionol I nvestment Corporotion
lnternotionol I nvestment Corporotion

Ministry of Agriculture, Livestock & Fisheries
(Stote Deportment of Agriculture)

Ihe NotionolTreosury

Resklenl Direclor &
Chief Executive:

Conpony Secrelory:
Mr. Solomon O, Awino, CPS (Kenyo)
P,O, Box I 8-40107
MUHORONI

Reglslered Office
Jeevon Bhoroti Building
7tn Floor, Horombee Avenue
P,O, Box 41175 -00]00
NAIROBI
Telephone 020-2230083

Principol ploce of Business
Muhoroni Foctory
MuhoroniTown
P,O, Box l8-40]07
MUHORONI
Telephone +254 O2O 2334O2O I 1

Emoil, omin@ocfc,co.ke

AGRO.CHEMICAT AND
FOOD COMPANY LTD

NAME

Mr, Richord K, Aiyobei -
Choirmon
Mr,Mqxwel Mugonyi
Mr, Joseph C, Mwouro
Mr, Dismos J,O, Oyieko, HSC
Mr, Suresh C. Shormo
Mr,Nonolol P, Sheth,
(Alternote to Mr, M,N,
Mehto)

P,S (Alternote: Mr
Abrohom Borno)
C,S, (Alternote: Mr, Poul
Kiogu)

Mr. Ashok Agrowol

CB
Direc,lors

Directors who served the Compony during the yeor ore os follows
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Bqnkers

Notionol Bonk of Kenyo Limited
Borcloys Bonk of Kenyo Limited
Kenyo Commerciol Bonk Limited

lndpendent Auditors:

Auditor Generol
Kenyo Notionol Audit Office
P.O. Box 30084-00100
NAIROBI

Principol legol Advisers:
Stousi & Asunoh Advocotes
P,O, Box 314G'40100
KISUMU

Theuri Wonjohi& Co, Advocotes
P.O, Box 6502-00100
NAIROBI

Umogfng Agent

The Mehto Group lnternotionol Limited
Peponi Plozo, I st Floor
Peponi Rood
P,O, Box 

.l4692-00800 
Westlonds

NAIROBI

Senior Execulives:

Mr, Edwin O, Owiti
Mr, Coleb O, Oguyo
Mr, Joseph N, Njoroge

Finonciol Controller
Morketing Monoger
Works Monoger

AGRO.CHEMICAT AND
FOOD COMPANY tTD
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VISION AND MISSION STATEMENTS

OUR VISION

o glo I leoder in the production ond morketing of diversified

of o quolity spirits, yeost ond reloted products,

OUR MISSION

uce on morket o wide ronge of world clos products through o

ng the

innovotive ond environmentolly friendly technologies,

customer needs, moximizing shoreholders returns ond

meeting employees ospirotions,

c
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BOARD OF DIRECTORS

AGRO-CHEMICAI AND
FOOD COMPANY LTD

FULL NAMES OF
CHAIRMAN,
CEO & BOARD OF
DIRECTORS

DESIGNAIION
(e.g. CHAIRMAN,
CEO, MEMBER)

DATE OF
APPOINT.MENI

ACADEMIC
PROFESSIONAI
QUALIFICATIONS

DATE OF BIRTH

EXPERIENCE
(YEARS WITH
ACFC)

MR. RICHARD K

AIYABEI
CHAIRMAN 27,O1,2016 BSC, Agric, M.Sc.

in Agronomy,
Dip. Form
Enoineerino

r 966
2

MR, MAXWEL
MUGONYI

MEMBER 10.o4.2014 B, Com
(Accounting),
MBA, (CPAK)

1967
3

MR. ASHOK
AGRAWAL

CEO 0r,r r,20r r B,Tech, (Chem,
Enoineerino) 1962

7

MR, JOSEPH ,C
MWAURA

MEMBER 20,01,2006 B,Com,
(Accounting)
CPArc

1962
12

MR, DISMAS,J,O
OYIEKO

MEMBER 01.o7.2011 B.Com
(Accounting),
MSc (Finonce)

'1963
7

MR, M.N. MEHTA MEMBER 15.12.1982 Entrepreneur/Busi
ness Executive r 935

36

MR, SURESH .C
SHARMA

MEMBER 26.07,1994 B.Sc.A.N.S.,
F,R.S,C.(London),
Chortered
Chemist
(London),
Chortered
Scientist(London)
, F,l,E, Chortered
Engineer(lndio),
M,Am Chem Soc
ru,s,A)

1 939

24

MR, NANALAL.P
SHETH

MEMBER r 8,07,2009 Borrister of Low,
Advocote I 930

9

MR. ABRAHAM
BARNO

TVIEIVBER 14,O7.2014 B.Sc. Agric, MSc
(Agric Rurol
Dev,)

t96t
3

MR. PAUL KIAGU MEMBER t8,tI.2015 B,A (Econs) M.sc
(Econs) I 969

2

5l[,agc
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N AE POSTION AND OUALI FICATION DATE OF BIRTH

Lt IOK AGRAV /AL
CHIEF EXECUTIVE OFFICER
B, Tech, (Chem, Engineering)

26tn Jonuory 1959

8h August 
.l9762,O TI EDWN O MINO

FINANCIAL CONTROLLER
(B,ED, CPA,K )

N.

N(

3 ROGE JOSE

IRE

PH
WORKS MANAGER
(Bsc FOOD TECHNOLOGY,
MBA )

22no August 1958

Qr
ol

4, ,YA CALEB
IIAMBO

MARKETING MANAGER
(Bsc,, Dl P(MICROBIO) MBA
(M.S.K)

r958

I
(

5, tNo solot\
ryo

roN
COMPANY SECREIARY

(1r3, CPS)
25tn July 197]
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Boord of Directors

Mr. Moxwel Mugonyi

Mr. Suresh C. Shormo Mr. Nonolol P. Sheth

AGRO-CHEMICAL AND
FOOD COMPANY LTD

Mr. Richord K. Aiyobei

Mr. Joseph C. Mwouro Mr. Dismos J. O. Oyieko (HSC) Mr. Poul Kiogu

€Bo

$
Mr. Abrohom Bomo Mr. M.N. Mehto
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REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7
AGRO.CHEMICAL AND
FOOD COMPANY LTD €E

CHAIRMAN'S STATEMENT FOR E YEAR ENDED 3OIH JUNE 2OI7

It is my pleosure to present the Annuol Report ond finonciol stotements of ACFC for
the yeor ended 30th June 2017.

SUMMARISED OPERATI NG RESULTS

The Compony's operotions moinly depend on the quontity of molosses supplied by
sugor componies, The Compony received 54.880tons (20)512016: 81,786 tons) of
molosses ogoinst o budgeted quontity of 75,000 tons, During the yeor the Compony
experienced on ocute shortoge of Molosses ond this offected the Compony
operotions leoding to the closure of the olcohol plont for obout 1ffi doys,

The Compony produced .l1,124 million (2Drc12o16: 16.560 million) litres of olcohol
ogoinst budgeted quontity of .l6,20 

million litres, Active Dry Yeost (ADY) production
wos 271 tons (201512016', 266 tons) ogoinst o budget of 800 tons representing o
decreose of 529 tons,

Wet Yeost production wos 794 tons (201512016',782 tons) ogoinst o budget of .l,000

tons representing o decreose of 206 tons, During the current yeor the Compony
produced 22,763 cortons (201512016: 15,045 cortons) of "Potriot" bottled spirits ond
.l49 

tons of Corbon dioxide,

The Compony reolized o turnover of Kshs. 
.l,335,516 

million (201612017 Kshs. 
.l,853,448

million) ogoinst the budget of Kshs. 2,176,.l00 million.

The highlights of the overoll operoting results for the yeor under review compored to
budget ore os tobuloted below:

9ll'asc



o REPORTS & FINANCIAI STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7
AGRO-CHEMICAL AND
FOOD COMPANY LTD

(D
FINANCIAL HIGHTIGHTS

Totol soles turnover for the yeor under review wos Kshs. 
.l,335,5.l6 

million compored to
Kshs. I ,853,448 million in the previous yeor, Gross revenue includes soles turnover ond

10ll)agc

2016-2017 2015-2016 2014-2015

PRODUCTION BUDGET ACTUAL
b

ACTUAL
BUDGET

BUDGET
'000'

ACTUAL
'000'

Actuol
Budgel BUDGEI ACTUAT

Alcohol
(Lts. 000)

16,200 11,124 69"/"
r 5,550 r 6,560 106"/" r 5,200 r 5,383

Active Dry Yeost
flons)

800 271 34"/"
650 266 4170 800 509

Wet Yeost flons)
r,000 794 797"

r,000 782 78y" r,000 669

Corbon Dioxide
2,500 149 6o/" 3,750 190 Eq

J/O 3750 r90

Compounded Spirit
(Potriot) r20,000 22,763 l9y" 300,000 r 5,045 EO/

J/O 300,000 9,727

SALES:

Alcohol
(Lts 000).

r 6,200 12,197 757"
r 5,550 r 6,573 1077" r 5,200 r 4,803

Active Dry
Yeostfions)

800 264 337"
650 277 A3"/" 800 517

Wet Yeost flons) r,000 794 79%o
r.000 772 77"/" r.000 669

Corbon Dioxide
2,500 141 6% 3,750 192 5% 3750 r90

Compounded Spirit
(Potriot) r2D,m 2t 660 187" 300,000 r 5,045 EO/

J/O 300,000 4,805

FINANCIAI. INDICAIORS:

Soles Turnover
(Kshs.1 000)

2,176,100 L335,516 617" 2,I34,000 1,853,448 877" 2,Uz200 1,766,928

Other lncome
(Kshs,1000) 67,500 432,851 641"/"

68,000 79,884 1 110/
I tt /o 37,000 67.382

GROSS
REVENUE
(Kshs. 1000)

2,243,@O |,768,367 79%
2,202,OOO 1,933.332 88% 2,579,200 r,834,3r 0

Operoting
Profit Before
lnterest
(Kshs 1000)

367,566 364,797 oao/aa /o 356,298 538,632 t 5t% 533, I 9s 300,3 r 5

lnterest on loons
283,63r 263,368 937"

293,770 280,O87 957" 332,926 287,119

Net Profit (Loss) 83,935 101,429 121"/o
62,598 258,545 4137" 200,269 1 3,1 96

Corporote tox 30% 60,630
30.833 r 3,397

Net Profit (Loss) Atler
Tox

83,935 40,799 55o/" 62,598 227,711 200,269 (20r )
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(Dr
other income i,e, interest on short-term deposits, sole of scrop ond rent poid by
employees, The gross revenue for the period wos Kshs, 1,768,367 million compored
to Kshs, 

.|,933.332 
million lost yeor. The gross soles include revoluotion surplus of Kshs,

281,775,251 , Operoting profit before loon interest wos Kshs. 364.797 million compored
to Kshs. 538,632 million in 201512016, After chorging loon interest of Kshs,263,368
million (201512016', 280.087 million) the Compony registered on overoll net profit of
Kshs. 101,429 million compored to o net profit of kshs. 258.545 million in 20.l512016,
After Chorging Corporote tox of Kshs. 60,630 million the Compony registered o profit
of Kshs, 40,799 million 201512016 profit of Kshs, 227.71.l million,

ACKNOWLEDGEMENT

Moy I ocknowledge the commitment ond dedicotion of our employees who hove
continued to perform their duties with skill, loyolty ond teom spirit to enoble the
Compony to ochieve such o milestone,
Moy I olso ocknowledge the vitol role ployed by the Ministry of Agriculture Livestock
ond Fisheries (Stote Deportment of Agriculture), The Notionol Treosury, Agriculturol
Food Authority (AFA)ond Sugor componies for their continued guidonce ond
support,

PROSPECTS

The prospects depend on the quontity of moloses thot the Compony con obtoin
from sugor componies. Our continued oppeol to the sugor componies for offordoble
moloses price remoins on course. When the Compony is finolly privot2ed, ond
strotegic ollionces entered with sugor compqnies, this dreern will surely be reolized,

During the yeor, the Compony experienced greoter chollenges in the procurement
of molosses ond this poses os greot donger to the prospects of the Compony

coNctusroN

My sincere oppreciotion goes to oll my colleogues on the Boord for their tireless
devotion ond volued guidonce. I look forword to similor enthusiostic ond co-
operotion in the future, I olso wish to extend my sincere oppreciotion to the
monogement ond the stoff of ACFC for their efforts ond feel confident thot they will
work even horder ond smorter to improve performonce of the Compony in the
coming yeors,

MR. RICHARD K. AIYABEI
CHAIRMAN

11 ll:';rge
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AGRO-CHEMICAI AND
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REPORT OF THE RESIDENT DIRECTOR AND CHIEF EXECUTIVE

Mr. Ashok Agrowol

During the current finonciol yeor ended June 30, 20,l7, the Compony wos foced with
ocute shortoge in molosses supply, The shortoge of molosses led to on increose of
moloses prices from Kshs, 3,000 per ton to on overoge of Kshs, 22,OOO per ton, This led
to the olcohol plont being closed for obout 100 doys leoding to lower production of
Alcohol, ADY, CO2 ond bottled spirits reduced soles ond lower profitobility,

During the yeor 2016/2017 the Compony registered o net profit of Khs. 40,799,345
due to shortoge of molosses orising from persistent drought. The Compony hos
continued to put in more efforts to olleviote this situotion ond ensure on improved
supply of molosse by rehobilitoting two tonks thot will increose the molosses storoge
copocity by 2.800 tons.

I would wish to thonk the Boord of Directors, monogement ond stcrff of ACFC os well
os other stokeholders for their support during the yeor,

The Compony hos continued to implement its strotegic plon for the yeor 2O13/2O14
to 20l712018 through divesture into other octivities, Production ond Soles of CO2 ond
Compounded spirits hove improved during ihe yeor, The Compony entered into o
spirit bottling Controct with Eost Africon Breweries Limited ond this hos increosed the
revenue of the Compony while utilizing the idle time ot the bottling plont.

The Compony hos continued to support vorious CSR progroms in the region torgeting
the locol Community, During the yeor 2O1612017, the Compony constructed toilets
for use by school children ot St, Agnes Primory School in Muhoroni town, The
Compony olso supports the Compony Footboll club which porticipotes the Footboll
Kenyo Federotion Notionol Super Leogue where it hos offered mony youths
opportunity to show their tolents,

The Compony is under privotizotion ond vorious options hove been recommended
by the Privotizotion Commission, Privotizotion of the Compony is key in bringing bock
the Compony to profitobility ond o heolthier bolonce sheet will therefore be reolized.

12lPagc
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(Dr
I remoin optimistic ond looking forword to the doys when ACFC will return to
profitobility ond declore dividends to its shoreholders,

ASHOK AGRAWAL
RESIDENT DIRECTOR
AND CHIEF EXECUTIVE

13lPtge
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AGRO-CHEMICAL AND
FOOD COMPANY tTD GF

o,

b,
(-.

CORPORATE GOVE RNANCE STATEM E NT

Agro-Chemicol ond Food Compony Limited (ACFC) is committed to good corporote
governonce ond os such conducts its operotions in occordonce with internotionolly
occepted principles of good corporote governonce. The Compony will provide
timely ond reliqble informotion on its octivities, structure, finonciol situotion ond
performonce to oll shoreholders,

Role ond Resporlsibililies of Boord of Directors

The Boord formulotes policies ond strotegies thot enhonce tronsporency ond
occountobility, The Boord provides the overoll strotegic guidonce to the Compony
ond is occountoble to shoreholders ond other stokeholders. Ihe doy to doy
monogement of the Compony hos been delegoted to the Resident Director & Chief
Executive (RD&CE), However, the Boord retoins the overoll responsibility for the
Compony's performonce in finonciol, complionce, monitoring ond operotionol
oreos, Specific responsibilities of the Boord include:

reviewing ond opproving strotegic plons, internol control ond complionce,
codes of conduct, finonciol reporting ond legol complionce
reviewing ond opproving mojor copitol expenditure
opproving the Compony's finonciol ond occounting policies ond finonciol
stotements

Boord Cornoosilion:

The Boord of ACFC is composed of nine directors representing the three sfroreholders
vis, ADC, two dlrectors, ICDC, two directors, llC, three directors, representotive of P,S,

Ministry of Agriculture, Livestock ond Fisheries (Stote Deportment of Agriculture) ond
representotive of C.S,. The Notionol Treosury, Therefore, the Compony Directors ore
not elected but ore representotives of institutions by their respective offices,

fu per the provisions of the Memorondum ond Articles of Associotion of the
Compony, the Boord Choirmon is the Monoging Director of ADC, while the
monogement is by The Mehto Group, through o monogement ogreement with the
Compony,

The Choirmon ls responsible for monoging the Boord ond providing leodership to the
Compony while the RD&CE is responsible to the Boord for running of the Compony in
qccordonce with instructions given by the Boord, Ihe RD&CE implements Boord
decisions ond lnstructions with the ossistonce of the monqgement teom,

Boord Meetinos:

The Boord meets regulorly ond of leost four times o yeor to, omongst other things,
ogree on the Compony's objectives ond strotegies to reolize the objectives, review

14ll,uge



REPORTS & F]NANCIAT STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7
AGRO.CHEMICAL AND
FOOD COMPANY tTD

performonce ogqinst ogreed torgets, consider ond opprove the onnuol ond interim
finonciol stotements ond to discuss other motters of strotegic importonce to the
Compony, Senior monogement of the Compony ottends Boord meetings by
invitotion, whenever necessory,

Boord Commitlees:

For effective running of the offoirs of the Compony, the Boord hos delegoted port of
its responsibilities to stonding committees, The Committees operote under cleorly
defined mondotes which spell out their responsibilities, scope of outhority ond
procedures for reporting to the Boord, The Boord hos three stonding committees,

o) Audit ond Risk Commillee

The purpose of this Committee is to review the systems estoblished to ensure
sound public finonciol monogement ond internol controls, risk monogement
policies os well os complionce with policies, lows, regulotions, procedures,
plons ond ethics,

b) Slqff qnd Finonce Commitlee

The purpose of the Committee is to oversee stoff ond finonce motters of the
Compony, which involves employees' conditions ond remunerotion policy,
budgets, procurement ond performonce controcts,

c)

The purpose of the Committee is to qssist the Boord in developing ond
monoging o fromework for implementing the Compony's core functions of
producing ond morketing its products by providing odequote resources ond
ensuring thot such resources ore effectively utilized in line with the Compony's
mondote,

Conduct of Business ond performonce reportinq:

The business of the Compony is conducted in occordonce with corefully formuloted
strotegies, budgets ond business plons which set out cleor objectives, Performonce
ogoinst the objectives is reviewed ond discussed by the monogement teom. Any
issues orising from these objectives ore discussed by the Boord Committees, which
ore ultimotely reported to the Boord. This is oimed of ensuring close monitoring of
performonce trends, forecosts os well os octuol performonce ogoinst budgets,

15ll)lgc,



o REPORTS & IINANCIAI STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7
AGRO.CHEMICAL AND
FOOD COMPANY LTD €F

MANAGEMENT DISCUSSION AND ANALYSIS

Ihe Compony's performonce during the finonciol yeor is os tobuloted below:

I, OPERATIONAT PERFORMANCE

During the finonciol yeor ended June 30, 2017, the
chollenges becouse of lock of row moteriols (Molosses)
Compony's operotions,

Compony foced
This offected the

o. Molosses Procurement

The Compqny's operotions moinly depend on the quontity of molosses thot
we procure from the sugor componies, During the finonciol yeor 201612017,
the Compony procured 54,880 tons of molosses ogoinst o torget of 75,000 tons,
The shortfoll of 20,120 tons meont the Compony could not ochieve its
production torgets.

b. Production

The Compony produced I 1.124 million litres of olcohol, 271 tons of ADY ond
794 tons of Wet Yeost ogoinst the budget of .l6.20 

million litres of olcohol, 800
tons of ADY ond .l,000 

tons of Wet Yeost, The Compony fell short of ochieving
the set production torget for Alcohol, ADY ond Wet Yeost moinly due to ocLrE
siortoge of moloss,es,

c. Soles

Ihe Compony sold 12,197 million litres of olcohol, 264tons of ADY ond 794 tons
of Wet Yeost ogoinst the budget of 

.l6,20 
million litres of olcohol, 800 tons of

ADY ond 
.l,000 

tons of Wet Yeost,

II, FINANCIAL PERFORMANCE

During the yeor 2A1612017, the Compony generoted o turnover of Kshs,

1,335,51 6,279 (2O1512016 Kshs, 1,853,448,405), The operoting profit before
interest on loons wos Kshs 364,796,968 (20.l512016: Kshs, 538,632,3.l9). However
ofter chqrging interest on loon of Kshs. 263,367,654 (201512016: Kshs,

280,086,942), the Compony registered o net profit of Kshs, 1O1,429,314
(2O1512016: Kshs, 258,545,376), After chorging corporote tox of kshs, 60,629,970
(2O1512016 Kshs, 30,834,032) the compony registered o profit of Kshs, 40,799,345
(201512016 profit of kshs 227,711,344),

16ll:,agc
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(D
The loss for the yeor is os o result of reduced turover due to lower production of
Alcohol os o result of the closure of the Alcohol plont for obout 100 doys due to
shortoge of Molosses,

III, PROJECTS OR INVESTMENTS

During the finonciol yeor 2O1612017, the Compony continued with the
improvements in the Effluent treotment plont os port of its investments,

IV, COMPTIANCE WITH STATUTORY RESUIREMENTS

During the current finonciol yeor, the Compony complied with oll the stotutory
requirements ond remitted oll toxes due in good time, there wos no penolty for
foilure to comply with stotutory requirements,

V. CHALLENGES FACING THE COMPANY

The Compony foces chollenges in operotions os enumeroted below:
. Unstoble supply of molosses
. Emerging competition from sugor foctories entering the ethonol morket
. Slow Privotizotion process
. Negotive Shore Copitol/Equity
. High Cost of mojor inputs - Fuel Oil, lmported Chemicols ond Molosses

Vl. MATERIAI ARREARS lN StATt IORY AND OTHER FlttlANClAt OBUGATIOIIS

The Compony hos no moteriol orreors in Stotutory obligotions ond oll
obligotions were remitted in time, However, the Compony hos o loon
bolonce of Kshs. 8,797,331,562 os of June 30, 20]7 ond continues to service
the loon of Kshs. 

.l50 
million per onnum,

lTll'ugc



,
REPORTS & FINANCIAI. STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 20I7
AGRO-CHEMICAI AND
FOOD COMPANY LTD GF

CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Agro-Chemicol ond Food Compony Limited (ACFC) hos continued to octively
porticipote in vorious projects os per our Corporote Sociol Responsibility (CSR) policy.
During the yeor the Compony continued to porticipote in vorious octivities ond built
toilets of St, Agnes Primory School in Muhoroni town besides sponsoring the Compony
Footboll club in the Footboll Kenyo Federotion second tier Notionol Super Leogue,

The Compony continues to run Muhoroni Furoho Primory School which is fully funded
by the Compony, Ihe school enrol children from the employees ond the
neighbouring community ond is one of the top performing schools in the region,

ln environmentol monogement, the Compony set up o multi-million Effluent
treotment plont which reduces the BOD ond COD levels in the effluent emitted by
the Compony, The plont olso generotes gos thot is used in the boilers leoding to
reduced usoge of fuel burner oil, The Compony olso porticipotes in vorious octivities
orgonised by the vorious institutions involved in environmentol monogement like
Woter Resource Monogement Authority, NEMA ond others.

The Compony olso sends its stoff on troinlng ond workshops in relevont fields to
improve their skills, The Compony employees hove o heolth insuronce cover in line
with the Compony policy.

The Compony hos o cordiol lobour relotion between the employees ond there hos
not been ony industrlol unrest since inception of the Compony,

lSlPagc
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DIRECTORS' REPORT

The Directors present their report ond the stotement of finonciol position,stotement of chonges in

equity for the yeor ended 3oth June 2017.

Since the beginning of the yeor,no director hos recieved or become entitled to recieve o benefit

which is to be disclosed, by reoson of o controct mode by the compony or o reloted corporotion with

the director or with o firm of which he is o member, or with o compony in which he hos o substontiol

finonciol interest except for solories,bonuses ond other benefits os disclosed in the finonciol

stotements

Princiool Aclivilies:

The Compony produces Extro Neutrol Spirit, Kenyo Methyloted Spirit,lndustriol Methyloted Spirit, Active

Dry Yeost ond fresh Wet yeost from sugor cone molosses for both locol ond export morkets.The

compony olso produces bottled spirits ond corbon dioxide,

Resulls:

During the yeor 2O1 612017 , the Compony produce d 11 .124 million litres of olcohol, 271 tons of Active

Dry Yeost,794 tons of Wet Yeost ond reolized o turnover of Ksh. '1,335.516 million (20"l5/2016: 
.l,853.448

million). The operoting profit before interest on loons wos Kshs 364,796,968 (2015/20165: Kshs,

538,632,319), However ofter chorging inlerest on loon of Kshs. 263,367,654 ( 201512016: Khs,

280,086,942), the Compony registered o net profit of Kshs, 101,429,314 (201512016: Kshs. 258,545,376),

After chorging corporote tox of kshs. 60,629,970 (2D1512016lGhs. 30,83/,032) the compony registered

o profit of lGhs. fi,799,345 (2o1512016 profit of kshs 227.711,344).

Dividends:

The Directors do not recommend the poyment of dividends in view of the cumulotive loss position

Direclors
The members of the Boord of Directors who served during the yeor ore shown on poge 5. ln
occordonce with clouse l0l of the Compony's Memorondum of Associotion the directors ore
nominoted by the shoreholders,

Audilors:
The Auditor Generol is responsible for the stotutory oudit of the Compony in occordonce with Article
229 of the Constitution of Kenyo ond the Public Audit Act 20.l5 for the yeor ended June 30, 20.l7,

By order of the Boord

SOLOMON AWINO OKEYO

Compony Secretory

Dote:

19ll,agc
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AGRO-CHEMICAL AND
FOOD COMPANY LTD

JOSEPH C. MWAURA
DIRECTOR

€E
STATEMENT OF DIRECTORS' RESPONSIBITITIES

The Componies Act ond Section Bl of the Public Finonce Monogement Act, 20.l2
require require the Directors to prepore finonciol stotements in respect of the
Compony which give o true ond foir view of the stote of offoirs of the Compony ot
the end of the finonciol yeor ond the operoting results of the Compony for thot yeor,
The Directors ore olso required to ensure thot the Compony keeps proper
occounting records which disclose with reosonoble occurocy the finonciol position
of the Compony, The Directors ore olso responsible for sofeguording the ossets of the
Compony,

The Directors ore responsible for the preporotion ond presentotion of the Compony's
finonciol stotements, which give o true ond foir view of the of the Compony for ond os
of the end of the finonciol yeor ended on June 30, 20.l7, This responsibility includes: (i)
mointoining odequote finonciol monogement orrongements ond ensuring thot
these continue to be effective throughout the reporting period; (ii) mointoining
proper occounting records, which disclose with reosonoble occurocy of ony time
the finqnciol position of the entity; (iii) designing, implementing ond mointoining
internol controls relevont to the preporotion ond foir presentotion of the finonciol
stotements, ond ensuring thot they ore free from moteriol misstcrtements, whether
due to error or froud; (lv) sofeguordlng the ossets of the entityt (v) selecting ond
opplying oppropriote occounting policies; ond (vi) moking occounting estimotes
thot ore reosonoble in the circumstonces,

The Directors occept responsibility for the Compony's finonclol stotements, which
hqve been prepored using oppropriote occounting polieies supported by reosonoble
ond prudent judgements ond estimcrtes, in conformity with lnterncrtionol Finonciol
Reporting Stondords (FRS), ond in the monner required by the Componies Act ond
PFM Act, 2012, Ihe Directors ore of the opinion thot the Compony's finonciol
stotements give o true ond foir view of the stote of Compony's tronsoctions during the
finonciol yeor ended June 30, 20.l7, ond of the Compony's finonciol position os of thot
dote. The Directors further confirm the completeness of the occounting records
mointoined for the Compony, which hove been relied upon in the preporotion of the
Compony's finonciol stotements os well os the odequocy of the systems of internol
finonciol control.

Approval of the financial statements
The Compony's finonciol stotement were opproved by the Boord of Directors on July
25, 2017 ond signed on its beholf by:
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REPUBLIC OF KENYA

Telephone : +254t20-3 42330
Fax: +254-20-311,482
E-mail : oag@oagkenya.go.ke
Website: www.k4nao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF fXE AUDTTOR-GENERAL ON AGRO.CHEMICAL AND FOOD
cpMPANy L|M]ITED FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited ihe accompanying financial statements of Agro-chemical and Food
Company Limitdd set out on pages 22lo 57, which comprise the statement of financial
pqsition as at 130 June 2017, and the statement of profit or loss and other
cQmprehensive,income, statement of changes in equity, statement of comparison of
b(rdget and acttial performance and statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information in
aocordance with the provisions of Article 229 of the Constitution of Kenya and Section
35 of the PubliciAudit 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.

lrt my opinion, dxcept for the effect of the matters described in the Basis for Qualified
Opinion sectiorl of my report, the financial statements present fairly, in all material
respect, the finAncial position of Agro-chemical and Food Company Limited as at 30
JUne 2017, andiof its financial performance and its cash flows for the year then ended,
i4 accordance With lnternational Financial Reporting Standards and comply with the
Kenya Comparly's Act 2015.

lfr addition, as irequired by Article 229(6) of the Constitution, except for the matter
described in the Other Matter section of my report, based on the procedures
performed, I cdnfirm that, nothing has come to my attention to cause me to believe
that public mor1ey has not been applied lawfully and in an effective way.

Basis for Qualified Opinion

dapitat Worksi in Progress

The statementiof financial position reflects under property, plant and equipment a
balance of Kbhs.2,525,268,847, which includes capital work in progress of
Kshs.80,983,897. These capital work in progress, however, includes projects worth
Kshs.13,469,200 which have been terminated for being unviable as shown here

of Agro-chemical and Food Company Limited.for

1FAM85
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Project Amount (Kshs)
Construction of new molasses
preparation station

12,353,522

River pump project 603,448
Construction of water clarifier 512,230
Total 13,469,200

Consequently, it has not been possible to confirm the carrying value of property, plant
and equipment balance of Kshs.2,525,268,847.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of Agro-chemical and Food Company
Limited in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with 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 qualified opinion.

Emphasis of Matter

Tax Matters

I draw your attention to Note 26 to the financial statements on contingent liabilities
which indicates that there is a pending demand note from Kenya Revenue Authority
of Kshs.634,644,435 in respect of withholding tax assessment on interest paid to the
National Treasury. The Company directors are of the opinion that this demand will be
vacated and hence no liability arising.

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. Except for the matter described in
the Basis for Qualified Opinion and Other Matter sections of my report, I have
determined that there are no Key Audit Matters to communicate in my report.

Other Matter

'4. Budget Performance Analysis

A comparison of budget and actual figures revealed variances as detailed below;

Report of thc Auclitor-General on thc Financ'ial Statements o/ Agro-chemical ancl Foocl Compan-y- Limitecl.for the
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Budget
(Kshs)

Actual
(Kshs)

Variance
(Kshs)

Variance
("/.1

lncome 2,243,600,O00 1,768.367,293 475.232.707 21o/o

Cost of sales 1,400,461,000 1,073,152,881 327,308,119 23o/o

Gross Profit 843,139,000 695,214,412
Expenses
Administration
COSTS 334,675.000 222.438,176 112,236,824 34o/o

Depreciation 140,898,000 107,979,269 32,918,731 23o/o

lnterest on loans 283.631.000 263,367,988 20.263.012 7o/o

Taxes 26,044,982 (26,044,982)

Total Expenditure 759,204,000 619,830,415
Surplus 83,935,000 75,383,997

Analysis of the corporation's budget against the actual figures revealed that the
corporation underspent in all expense categories largely due to the reduced sales
activity during the year. The reduction in sales has been attributed to shortage in raw
materials. The company needs to seek for new sources of its core raw materials to
enhance productivity.

2. Going Concern

The Company reported a net profit of Kshs.40,799,345 which was attributed to a
revaluation surplus of Kshs.281,775,563. The accumulated deficit therefore increased
from Kshs.6,574,549,120 as at 30 June 2016 to Kshs.6,815,525,338 as at 30 June
2017. The current liabilities of Kshs.8,907,542,958 also exceeded current assets of
Kshs.1,614,005,959 by Kshs.7,293,536,999 as at 30 June 2017. This situation
indicates that the company is facing financial challenges. Therefore, the financial
statements have been prepared on a going concern basis on the assumption that the
Company will continue to receive financial support from the Government and creditors.

Responsibilities of Management and Those Gharged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
such 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.

ln preparing the financial statements, management is responsible for assessing the
company's ability to continue as going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the

Report of the Auditor-Gencral on the Financial Statements of Agro-c'hemicul and Food Compary- Limited for the
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management either intends to liquidate the company or to cease operations, or have
no realistic 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.

Those charged with Governance and responsible for overseeing the Company's
fi nancial reporting process

Auditor-General's Responsibilities for the Audit of the Financial Statements

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 4ct,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 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.

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

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

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Company's internal control.

o

a

a

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 management's use of the going concern
basis of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are

Report of thc Auclitor-Gencral on the Financial Statements of Agro-chemical and Food Compunv Limitad for the
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o

a

a

a

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 cease to continue as a going concern.

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

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

Perform such other procedures as I consider necessary in the circumstances

I 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.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

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

ln my opinion, adequate accounting records have been kept by the
Company, so far as appears from the examination of those records, and,

il The Company's financial statements are in agreement with the accounting
records and returns.

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

Nairobi

29 August 2018
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REPORTS & FINANCIAI STATEMENTS

FOR ThIE YEAR ENDING 3OIH JUNE 2OI7

Toxotlon Previous Yeor
Toxotion Current Yeor

Net Fiofit / loss otter lox

AGRO-CHEMICAL AND
FOOD COMPANY LTD

(D
STAIEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR IHE YEAR ENDED 3OTH JUNE 2OI7

Actuol Actuol
2017 2016

Noles Kstrs Kshs

Revenue r,335.5r 6,279 r,853.448,405

Cost of Soles 1,O73,1 52,881 1,042,343,717

Gross Profit 262,363,398 8t 1,104.688

Other lncome 352,891,999 26,940,864

Finonce lncome 79,959,016 52,942,752

695214,472 890,988,304
Cosls

Admh,istrotive costs 331,51 4,068 352AU,062

Finonce Costs t0 262,271,O31 280,038,866

Toto! Cosls 593,785,099 632,442,928

Net Piofit / (toss) Before
Toxotion 1o1,429,314 258,545,377

5

6

7

8

9

ll
lt

34,584,988
26,044,982

17,046,879
I 3,787,,l53

40,799,345 227 ,71 I ,345

221['age



REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7

ASSETS

NON-CU RRENT ASSETS

Property, Plont ond Equipment

lntongible Assets

CURRENT ASSETS

lnventories ond Work ln Progress

Receivobles

Short Term Deposits

Cosh ond cosh equivolents

TOTAL ASSETS

EQUIW

Shore Copitol

CopitolReserves

Accumuloted deficit

TOTAL EQUIIY

LIABILITES

CURRENTLIABILITIES

Trode ond Other Poyobles

Provisions

Loons

Tox Poyoble

TOTAL LIABILITIES

TOTAL EQU I ryAND LI ABI LIN ES

AGRO-CHEMICAt AND
FOOD COMPANY LTD €ts

SIATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 3OTH JUNE 2OI7

2016-2017

KSHS

(12 Months)

20r5-2016

KSHS

(12 Months)NOTES

12

I3

2,525,26,847

12,908,396

2U,702,121

313,281,903

987,557,905

48,^U,Ofi

2,297,U3,353

I8,905,754

190,887, I I B

5r 3,038,433

881,927,012

344,227,057

l4

l5

l6

t7

r,6r4,005,959 1,930,079,6n

4,152, r 83,203 4,246,828,726

l8 60,0m,0m

2.0m.165,592

(6,8r5,52s,338)

60,m0,0m

1,718,3n,O29

(6,574,U9,120)

(4,755,359,747) (4,796,r59,09r)

m

21

t2

23

il371,ns
25,7%,U9

8,797,331,%2

30,083,644

315,5p,4,49

25.603,656

8,683,963,908

17,825,81A

B,q)7,542,98

4,152,183,21 I

Accounts on poges 22to 58 were opproved by the Boord of Directors on July, 252017

ond were signed on its beholf by:

9,042,987,816

4,246,828,725

23lt'rg.r



REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7

STATEMENI OF CHANGES IN EQUIW

AGRO.CHEMICAT AND
FOOD COMPANY LTD €F

For the yeor ended 30th June 201 6

Shore
Copitol

Copitol
Reserve **

Accumuloted
Deficit Totols

As ot I st July 2015

Profit for the yeor

Asot30lh June 2016

Asot lst July20i6

Profit for the yeor

Revoluotion Reserve / Goin

As ol30lh June 2017

(Kshs)

60.000.000

(Kshs)

t.7 t 8,390.029

(Khs)

(6,802,260,465)

227,711,345

(Kshs)

(5,O23,87O,436)

227,711,345

60,000,000 r ,7 r 8,390,029 (6,574,549,120' (4.796,r 59.09t )

60,000,000 1,718,390,029

281,775.563

(6,574,549,120)

40,799,345

(281,775,563)

(4,796,159,091)

40,799,345

50.000.000 2.000.165.592 (6.8t5.525.338) (4,75,159,717t

24ll''ag.:



REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3OTH JUNE 2OI7

AGRO.CHEMICAL AND
FOOD COMPANY LTD

2016-2017
(12 Months)

KSHS.

(D

201 5-20r6
(12 Months)

KSHS.

Cosh Generoted from / (Used in) Operotions

Cosh from Operotions
lnterest poid
Dividends poid
Toxotion Poid

25

23

19,914,872

(r3,787,r53)

70r,9r 3,84r

(9,3s8,680)

NetCo*r generobd from / (Used in) operoling oclivilies

INVESTMENT ACIVITIES
Purchose of ossets

Purchose of lntongible Assets

Disposol of Aset - Sotes Proceeds

r2(A)
I3

6,127,719

(48,946,856_)

2,687,ON

692,555,r6r

(69,s86, i 30)
(1O,O77,577)

3,972,328

NelCo*r generobd ftom / (Ued in) inveCing octivite

FINANCING ACTIVITIES

Repoyment of Loons

l&259,8#l Qs,591,379'

z2(s, (150,0m,000) (150,000,0@

NetCo*r generoted lrom / (Usd in) finoncing octivilies

Net lncreose/(decreose) in cosh ond cosh equivolents(o+b+c)

Cosh ond cosh equivolent ot the beginning of the yeor

(t50.000.000)

( r90.r 32.r37)

1,226,154,069

(150,000,000)

46r,u6&781

759,290,288

Cosh ond cosh equivolent ot the end of the Yeor 25(C) 1,036,021,933 1,226,154,069

251['agc



Revenue Budoet Actuol Outcome Performonce Difference Performonce % Remorks
aar ce 2. r76. rm,m0 L 335.51 6. 279 (840,583, 720. 78) 61% Unfovourble
PROFIT ON SALE OF FIXED ASSETS 2.500.000 r.372.0m (1.127.99g.9n 55% Fovouroble
IN]ERESI ON MEASURY ALLS & FIXED DEPOSTS 50,0m,m0 79.959.0 r 6 29.959.0r 5 57 r60% Fovouroble
RENT PAID BY EMPLO\EES 7.m0,m0 6.8s7.589 (142.411 n 98% Unfovourble
MISCELLANEOUS INCOIVI 8.m0,000 62.qt]/..U7 54,886.847.33 7tbv" Fovouroble
REVALUATION SURPLUS 281,775,W 281,775,5r.2.51 Fovouroble

2,2/lil,6m,0m 1.7&.$7.83 (o5.232.707\ 7C% Unfovourble
TOTAL INCOME

Exoenses

Cost of soles
lvloteriols, Enerov& Pockino r,00r,581,m0 670.068.400 331.512.600.m 67% Fovouroble
Direct Solories. Woo6& Benefits n4.522.m 255.558.63 1 38.963,369 23 Fovouroble
Plont fMointenonce & Other Foctory Overheods 94.146,.60 92,437,485 r.708.5r5.36 98% Fovouroble
Sellino ond Distributlon r0,2r2,m0 n,76r,774 (n,5u,773.5 30r% Unfovourble
EABL Controct Botillno Exoenses r3,736,m7 (i 3.736,097.30) Unfovourble
Stock Adiustments- (Note ll) 0 r 0,585,495 (l 0.585,494,65) Unfovourble
TOTAL COST OF SALCS / DIRECT COSTS l.rm.46l.m0 r.073. r52.88r 327.308. I r9 77% Fovouroble

G;ocs Rolit 84t-t39.(m 695.214.412 oa7.qu.w,
Expenses
ADMINISTRATION EXPENSES 334,675.m0 222,438.176 112,2%.824.39 6% Fovouroble
Deoreciolion 140,898,m0 107,979,269 32,918,7n.77 Fovouroble
INIERESI ON LOANS 283.63r.m0 263,%7.6v n.263.345.95 9s% Fovouroble
CORPORATION TAX FO{? PREVIOUS YEARS 0 34.584.988 (34.584.987,50)

CORPORAT]ON TAX FOR CURRENT \EAR 0 26,U4,982 (26.U4.981 fi)

Tolol Expendulure 7W,M,Un 6544t5.(b8 t04.788.932 $% Fovouroble

Surolur er935.m &799.v5 (l&t35.655)

REPORTS & FINANCIAL STATEMENTS
IOR THE YEAR ENDING 3OI}I JUNE 2OI7

AGRO-CHEMICAt AND
FOOD COMPANY LTD €F

STATEMENT OF COMPARISON OT EUDGET AGAINST ACTUAL AMOUNI.IIS FOR THE YEAR ENDED 3OTH JUNE 2OI7

During the current yeor, the Compony foced ocute shortoge of tts row mcrteriol (molosses),
This led to the closure of the Alcohol plont for obout 100 doys contributing to low production
ond soles hence on unfovouroble performonce.
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REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OIH JUNE 2OI7

AGRO.CHEMICAL AND
FOOD COMPANY ITD

(D
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 20I7

I, GENERAL INFORMATION

Agro Chemicol ond Food Compony Limited wos incorporoted under the Kenyon
Componies Act Cop 486, The oddress of its registered office is os follows

2, PRINCIPAL ACCOUNTING POTICIES

Stolemenl of Complionce

The finonciol stotements hove been prepored on o historicol cost bosis except for the
meosurement of re-volued omounts of certoin items of property, plont ond
equipment, morketoble securities ond finonciol instruments of foir volue, impoired
ossets of their estimoted recoveroble omounts ond octuoriolly determined liobilities ot
their present volue, The preporotion of finonciol stotements in conformity with
lnternotionol Finonciol Reporting Stondords (IFRS) ollows the use of estimotes ond
ossumptions, lt olso requlres monagement to exercise judgement in the process of
opplying the entity's occounting policies,

The finonciol stotements hove been prepored ond presented in Kenyo Shillings, which
is the functionol ond reporting currency of the entity,

The finonciol stotements hove been prepored in occordonce with the PFM Act, the
Stote Corporotions Act, ond lnterncrtionol Finonciol Reporting Stcmdords (fRS), The
occounting policies odopted hove been corsistently opplied to oll the yecns
presented.

Going Concern
The Compony mode o profit ofter tox of Kshs, 40,799,345 (201512016: profit of Kshs,

227,111,344) during the yeor which wos odded to occumuloted losses totolling Kshs,

6,815,402,98.l (20.l 512016 6,574,549,121 ,ln oddition, the Compony wos in o net current
liobility position of Kshs, 7,293,536,999 (2O1512016: Kshs, 7,112,908,196). These ond other
conditions indicote doubt os to the going concern stotus of the compony,
Monogement hos put in ploce the following to oddress the situotion:

. Presented the Compony restructuring proposol to the porent Ministry ond
Notionol Treosury to restructure the Compony bolonce sheet,

. lnvested in new projects like Extro Neutrol Spirit, Corbon dioxide ond
Compounded spirits to improve the profitobility of the Compony,

. lnvested in the bio gos driven boiler to reduce the cost of energy ond fuel used
in the boiler.

o lntroduced ousterity meosures which hove led to reduced costs,
. Prudent monogement of excess funds ond investing the some in interest eorning

deposits,
o Utilized internolly generoted funds to finonce its octivities ond investments os

opposed to externol borrowings,
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Bosed on the obove, the directors believe thot the compony will continue in
operotionol existence for of leost 12 months from the dote of these finonciol
stotements, The directors believe thot it is oppropriote to prepore the Compony's
finonciol stotements on a going concern bosis, which ossumes thot the Compony will
continue to meet its obligotions os they foll due in the foreseeoble future,

3. ADOPTION OF NEW AND REVISED STANDARDS

i) Relevonl new stondords ond qmendments lo published stqndqrds effective for the
yeor ended 30 June 201 7

Standard/Amendment to a

standard

Effective date lmpact

Amendments to IAS 27

litled Equity Method in

Seporote Finoncial

Stotements (issued in

August 2014)

1'tJan 2016 The amendments reinstate the equity method

option allowing entities to use the equity method

to account for investments in subsidiaries, joint

ventures and associates in their separate financial

statements. . (The opplicotion of this omendment

hod no effect on the finoncial stotements os the

Company has no investment in subsidiaries)

Amendment to IAS 19

(Ann u a I I m prove me nts to

|FRSs20J2-2OJ4 qde,
isst:d in$tember2o74)

lnJan 2015 The amendment, clarifies that th€ high quality

corporate bonds used in estimating the dismunt
rate for postemployment b€n€fits sttottld be

denominated in the same currency as the benefrts

to be paidffhe agpliution of this omendment had

no effect on the finoncial statements os the
Compnay does not trode in Corporate Bonds)

Amendments to IAS 1 titled

Discl osu re I n itiative ( i ssue d

in December 2074)

1'tJan 2015 ln December 2014 the IASB issued amendments
to clarify guidance in IAS 1 on materiality and
aggregation, the presentation of subtotals,
the structure of financial statements and the
disclosure of accounting policies. (The opplicotion
of this amendment hos been odopted by the
Compony)

Recognition of Deferred Tox

Assets for Unrealised losses

(Amendments to IAS 12

7't )an 2077 The amendments clarify that:
e Unrealised losses on debt instruments

measured at fair value and measured at
cost for tax purposes give rise to a
deductible temporary difference
regardless of whether the debt
instrument's holder expects to recover
the carrying amount of the debt
instrument by sale or by use.

28ll']agc



Standard/Amendment to a

standard

Effective date lmpact

o The carrying amount of an asset does
not limit the estimation of probable
future taxable profits.

o Estimates for future taxable profits
exclude tax deductions resulting from
the reversal of deductible temporary
differences.

An entity assesses a deferred tax asset in
combination with other deferred tax assets.

Where tax law restricts the utilisation of tax
losses, an entity would assess a deferred tax
asset in combination with other deferred tax
assets of the same type. (The opplication of this
omendment hos not been odopted by the
Company)

Disclosure lnitiative
(Amendments to IAS 7:

Stotement of Cash flows)

1't Jan 2017 The amendments' objective is that entities shall

provide disclosures that enable users of financial

statements to evaluate changes in liabilities arising

from financing activities. To achieve this oblective,

the IASB requires that the following changes in

liatiffies arising 'fto'm financing activities are

disclosed (to the extent necessary):

(i) changes from financing cash flows

(ii) changes arising from obtaining or losing

control of subsidiaries or other businesses;

(iii) the effect of changes in foreign exchange

rates;

(iv) changes in fair values; and

(v) other changes.

The application of this amendment has been
adopted by the Company)

REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7
AGRO.CHEMICAL AND
FOOD COMPANY LTD

(D
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ii) New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2017

Standard Effective Date Impact
FRS I 5 Revenue

J'rom Contracts
with Customers
(issued in May
20t4)

I Jan 2018 The new standard, replaces IAS I I, IAS 18 and their
interpretations (SIC-31 and IFRIC 13, l5 and l8). It
establishes a single and comprehensive framework
for revenue recognition to apply consistently across
transactions, industries and capital markets, with a
core principle (based on a five-step model to be
applied to all contracts with customers), enhanced
disclosures, and new or improved guidance.

IFRS 9 Financial
Instruments (issued
in July 2014)

I Jan 2018 This standard will replace IAS 39 (and all the
previous versions of IFRS 9). It contains
requirements for the classification and measurement
of financial assets and financial liabilities,
impairment, hedge accounting and derecognition:

o IFRS 9 requires all recognised financial
assets to be subsequently measured at
amortised cost or fair value (through profit or
loss or through other comprehensive income),
depending on their classification by reference
to the business model within which they are
held and their contractual cash flow
characteristics.

o o For financial liabilities, the most significant
effect of IFRS 9 relates to cases where the
fair value aptixr is ta&on: the amount of
change in fair value of a financial li^t'ility
designated as at fair value through profit or
loss that is attributable to changes in the
credit risk of that liability is recognised in
other comprehensive income (rather than in
profit or loss), unless this creates an

accounting mismatch
o For the impairment of financial assets, IFRS

9 introduces an "expected credit loss" model
based on the concept of providing for
expected losses at inception of a contract; it
will no longer be necessary for there to be

objective evidence of impairment before a
credit loss is recognised.

o For hedge accounting, IFRS 9 introduces a
substantial overhaul allowing financial
statements to better reflect how risk
management activities are undertaken when
hedging financial and nonfinancial risk
exposures.

o The derecognition provisions are carried over
almost unchansed from IAS 39.

IFRS l6: Leases I Jan 2019 The new standard introduces a new lessee accounting
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(D
Standard Effective Date Impact
(issued in January
20r6)

model and will require a lessee to recognise assets

and liabilities for all leases with a term of more than
12 months unless the underlying asset is of low
value. A lessee will be required to recognise a right-
of-use asset representing its right to use the
underlying leased asset and a lease liability
representing its oblieation to make lease payments.

The Directors do not plon to opply ony of the obove until they become effective.
Bosed on their ossessment of the potentiol impoct of opplicotion of the obove, they
do not expect thot there will be o significont impoct on the compony's finonciol
stotements.

There were no new ond revised IFRS thot were effective in the current yeor thot
hod on impoct on the omounts reported in these finonciol stotements.

ii) Eorly odopfion of stdndords

The compony did not eorly-odopt ony new or omended stondords in the yeor

SUMMARY OF SIGNIFICANT ACCOUNIING POTICIES

o) Revenue Recoonition

Sole of spirits, yeost, corlcon di-oxide cnd corrpounded spirits ore recogn2ed upon
delivery to or collection of product by customers ond ore stcrted net of Volue
Added Tox, Excise duty ond discounts, Excise duty does not opply to yeost soles
ond corbon di-oxide,

lnterest income is occrued on o timely bosis, by reference to the principol
outstonding of the effective interest rote,

Other income includes interest eorned on fixed deposits ond from normol troding
octivities ond is recognised on occruol bosis.

b) Tqxotion

Current toxotion is provided on the bosis of the results for the yeor os shown in the
finonciol stotements, odjusted with the tox legislotion, Current corporote tox rote is

30.f/o on odjusted profit, There is no tox liobility pertoining to the business income in
view of losses ovoiloble for corry forword of Kshs, 5,072,186,949 (201512016
4,884,609,575),

Toxotion on the interest income ond rentol income os sepqrote sources of income
hove been provided of 30%.
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c) Deferred tox
Deferred tox liobility is provided using the liobility method, for oll temporory timing
differences orising between the tox boses of ossets ond liobilities ond their corrying
volues for reporting purposes, Currently enocted tox rotes ore used to determine
deferred tox, Deferred tox ossets ore recognised only to the extent thot it is

proboble thot future toxoble profits will be ovoiloble ogoinst which temporory
timing differences con be utilised,

d) Propertv plont ond Equipment
Property, plont ond equipment ore recorded of cost or of professionolly re-volued
omounts less occumuloted depreciotion ond ony impoirment losses.

Property plont ond equipment ore re-volued of periodic intervols usuolly ofter five
yeors, The bosis of voluotion is deprecioted replocement cost, The property plont
ond equipment were revolued during the current finonciol yeor by on lndependent
voluer Ms, Lloyd Mosiko on June 30,2017 ,

lncreoses in the corrying omount orising on revoluotions ore credited to the
stotement of Comprehensive income. Decreoses thot offset previous increoses of
the some ore chorged ogoinst the revoluotion surplus. All other decreoses ore
chorged to the income stotement.

Tongible property, plont ond equipment ore deprecioted in the yeor of ocquisition
ond no provision for depreciotion is provided for in the yeor of disposol,

Depreciotion is colculoted to on the stroighl-line method to write off the cost or re-
volued omount of eoch osset to its estimoted residuol volue over its estimcrted
useful life, The onnuol rotes used ore:

Lond
Miscelloneous Property
Buildings
Plont & Mochinery
lnstrumentotion & cooling units
Motor Vehicles

Computers

1.05%

5,O7"
2,5"/"
4,07"
4,O7"
12,5"/" for re-volued items ond
25,O"/" for odditions thereofter,
33,0% for re-volued ossets ond
25,O7" for odditions thereofter,

15o/" for re-volued ossets ond lO"/" for odditionsFurniture ond fixtures
thereofter

Goins ond losses on disposol of property, plont ond equipment ore determined by
reference to their corrying omounts ond ore considered in determining operoting
profit, On disposol of re-volued ossets, omounts in the revoluotion surplus to thot
osset ore tronsferred to retoined eornings,
The corrying volues of property, plont ond equipment ore reviewed onnuolly ond
odjusted for impoirment where it is considered necessory,
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(D
The Compony work in progress relote to Copitol work in progress thot ore not
completed by the end of the finonciol yeor, These ore copitolized os property plont
ond equipment upon completion,

e) Useful lives ond residuolvolues

The useful lives ond residuol volues of ossets ore ossessed using the following
indicotors to inform potentiol future use ond volue from disposol:

. The condition of the Asset bosed on the ossessment of experts employed in
the entity,

. The noture of the osset, its susceptibility ond odoptobility to chonges in
technology ond process,

. The noture of the processes in which the osset is deployed,

. Avoilobility of funding to reploce the ossets.

. Chonges in the morket in relotion to the osset,

f) lntonoible Assets
lntongible ossets comprise the cost of ocquired computer soffwore progrommes,
Expenditure on ocquired soflwore progrommes is copitolised ond omortised using
the stroight-line method over their useful life, generolly not exceeding four yeors,
The corrying omount of intongible ossets is reviewed onnuolly ond odjusted for
impoirment where it is considered necessory. lntongible ossets ore not re-volued.

g) Amorlizqlion ond lmpoirmenl of lntongible ossets
Amortizotion is colculoted on the stroight-line bosis over the useful life of Computer
Softwore of four yeors,

All Computer softwore is reviewed onnuolly for impoirment, Where the corrying
omount of on intongible osset is ossessed os greoter thon its estimoted recoveroble
omount, on impoirment loss is recognised so thot the osset is written down
immediotely to its estimoted recoveroble omount,

h) lnvenlories

Finished olcohol ond yeost ore stoted of the lower of production cost ond net
reolisoble volue colculoted on "overoge" bosis. Production costs comprise
expenditure directly incurred in the monufocturing process ond on ollocotion of
normol production overheods ottributoble to the process, Net reolisoble volue
represents the estimoted selling price less oll estimoted costs of completion ond
costs to be incurred in morketing, selling ond distribution,
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Spores, chemicols ond consumoble stores ore stoted of cost, Costs ore colculoted
on weighted overoge bosis ond include direct purchose cost, insuronce, freight
ond other incidentol costs,

i) Trqde ond other receivobles

Trode ond other receivobles ore recognised of foir volues less ollowonces for ony
uncollectible omounts. These ore ossessed for impoirment on o continuing bosis, An
estimote is mode of doubtful receivobles bosed on o review of oll outstonding
omounts of the yeor end, Bod debts ore written off ofter oll efforts of recovery hove
been exhousted.

j) Assets held for sole

Non-current ossets ore clossified os held for sole if their corrying omount will be
recovered through o sole tronsoction rother thon continuing use, This condition is

regorded os met only when the sole is highly proboble ond the osset is ovoiloble for
sole in its present condition. Non-current osset clossified os held for sole ore
meosured of the lower of the osset's previous corrying omount ond the foir volue
less costs to sell,

k) teqs€6

Leoses ore clossified os finonce leoses whenever the terms of the leose tronsfer
substontiqlly oll the risks ond reword of the ownership to the compony os the lessee.
All other leoses ore clossified os operoting leoses,

l) Componv os o lessor
Rentol income from operoting leoses is recognised on the stroight-line bosis over the
term of the relevont leose.

m) Componv os o Lessee

Rentols poyoble under operoting leoses ore chorged to income on the stroight-line
bosis over the term of the relevont leose, Any poyment required to be mode to the
lessor by woy of penolty, terminotion of leoses before expiry of the leose period, is

recognised in the yeor in which terminotion tqkes ploce,

n) Foreiqn Currencies

Assets ond liobilities expressed in foreign currencies ore tronsloted into Kenyo
Shillings of the rote of exchonge ruling of the bolonce sheet dote, The current ruling
exchongeroteogoinsttheUSSwosKshs, 

.l03.71.l7 (yeor 20l6Kshs.l0l,l994)osot
the bolonce sheet dote, Tronsoctions during the yeor in foreign currencies ore
tronsloted of the rote ruling of the dote of the tronsoctions, Reolized ond
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(#
unreolized exchonge rote goins or losses orising from such tronsoctions ore
recorded in the income stotement.

o) Budgel lnformolion

The Compony originol budget for FY 2016-2017 wos opproved by the Boord of
Directors ond subsequently opproved by the Notionol Treosury on June, 2, 2016 in
complionce with the Section I I of the Sote Corporotions Act, Cop 446 ond section
4 Port (3), of the legol notice NO, 93 on stote corporotions (performonce
controcting ) regulotion 2004, The Compony did not hove ony odditionol
oppropriotions ond the budget wos implemented os opproved during the finonciol
yeqr,

The entity's budget is prepored on o different bosis to the octuol income ond
expenditure disclosed in the finonciol stotements, The finonciol stotements ore
prepored on occruol bosis using o clossificotion bosed on the noture of expenses in
the stotement of finonciol performonce, whereos the budget is prepored on o cosh
bosis, The omounts in the finonciol stotements were recost from the occruol bosis to
the cosh bosis ond reclossified by presentotion to be on the sqme bosis os the
opproved budget, A comporison of budget ond octuol omounts, prepored on o
comporoble bosis to the opproved budget, is then presented in the stcrtement of
comporison of budget ond octuol omounts.

ln oddition to the Bosis difference, odjustments to omounts in the finonciol
stotements ore olso mode for differences in the formots ond clossiflcotion schemes
odopted for the presentotion of the finonciol stotements ond tle opproved
budget.

A stotement to reconcile the octuol omounts on o comporoble bosis included in
the stotement of comporison of budget ond octuol omounts ond the octuols os
per the stotement of finonciol performonce hos been presented on Poge on
poge 26 of these finonciol stotements,

p) Borrowinq Cosls

Borrowing costs thot ore directly ottributoble to the ocquisition, construction or
production of o quolifying osset ore copitolised os port of thot osset, Other
borrowing costs ore recognised os on expense in the period they ore ocquired.

q) Reloted Pqrties

The Compony regords o reloted porty os o person or on entity with the obility to exert
control individuolly or jointly, or to exercise significont influence over the Compony, or
vice verso, Members of key monogement ore regorded os reloted porties ond
comprise the directors, the CEO ond senior monogers,
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The Government of Kenyo ond The Mehto Group ore olso considered reloted porties

by government support ond Monogement support respectively,

r) Reseorch ond Developmenl expenditure
Expenditure on reseorch ond expenditure is recognised os on expense in the period
in which it is incurred. Any internolly generoted intongible osset orising from
development (or from the development phose of on internol project) is recognised
if ond only if, oll the following hove been demonstroted:

. The technicol feosibility of completing the intongible osset so thot it will be
ovoiloble for use or sole,
. The intention to complete the intongible osset ond use or sell it;
. The obility to use or sell the intongible osset;
. How the intongible osset will generote proboble future economic benefits,
. Ihe ovoilobility of odequote technicol, finonciol ond other resources to
complete the development ond to use or sell the intongible osset; ond
. The obility to meosure reliobly the expenditure otlributoble to the intongible
osset during its development,

The omount initiolly recognised on internolly-generoted intongible osset is the sum
of the expenditure incurred from the dqte when the intongible osset first meets
recognition criterio listed qbove. Where no internollygeneroted intcngible osset
con be recognlsed, development experditure is chorged to profit or loss in the
period in which tt is incuned,

s) Finonciol lnstruments

The compony clossifies its finonciol ossets into the following cotegories; Finonciol
ossets of foir volue through profit or loss occount; loons ond receivobles; held-to-
moturity investments; ond ovoiloble for sole ossets, Monogement determines the
oppropriote clossificotion of its investments of initiol recognition,

t) FinqnciolAssets

The compony clossifies its finonciol ossets into the following cotegories; Finonciol
ossets of foir volue through profit or loss occount; loons ond receivobles; held-to-
moturity investments; ond ovoiloble for sole osets, Monogement determines the
oppropriote clossificotion of its investments of initiol recognition,

u) FinqnciolAssgls of foir volue throuoh profit or loss

Ihis cotegory hos two sub-cotegories: Finonciol ossets held for troding ond those
designoted of foir volue through profit or loss of inception, A finonciol osset is

clossified in this cotegory if ocquired principolly for selling in the short term or if so
designoted by monogement,
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v) Loons ond receivobles

Loons ond receivobles ore non-derivotive finonciol ossets with fixed or
determinoble poyments thot ore not quoted in the octive morket, They orise when
the compony provides money, goods or services directly to o debtor with no
intention of troding the receivoble,

w) Held to moturitv

Held to moturity investments ore non-derivotive finonciol ossets with fixed or
determinoble poyments ond fixed moturities thot monogement hos the positive
intention ond obility to hold moturity. Where o sole occurs other thon on
insignificont omount of held-to-moturity ossets, the entire cotegory would be
tointed ond clossified os ovoiloble for sole,

x) Avqiloble for sole finonciol ossets

This cotegory represents finonciol ossets thot ore not;

(o)Finonciol ossets of foir volue through profit or loss
(b) Loons ond receivobles
(c) Finonciol ossets held to moturity.

Finonciol ossets ore initiolly recognized of foir volue plus tronsoction costs for oll
finonciol ossets not conied of foir volue through proflt or los. Finonciol ossets ore
derecogn2ed when the rights to receive cosfr flows from the fincnciol ossets hove
expired or where the compony hos tronsfened substontiolly oll risks ond rewords of
ownership,

Avoiloble-for-sole finonciol ossets ond finonciol ossets of foir volue through profit
ond loss ore subsequently corried of foir volue, Loons ond receivobles ond held-to-
moturity investments ore corried of omortized cost using the effective interest
method, Goins ond losses orising from chonges in the foir volue of "finonciol ossets
of foir volue through profit or loss" ore included in the income stotement in the
period in which they orise, Goins ond losses orising from chonges in the foir volue of
qvoiloble for sole finonciol ossets ore recognized directly in equity, until the finonciol
osset is derecognized or impoired, of which the cumulotive goin or los previously
recognized in equity is recognized in the income stotement,

y) Cosh ond cosh equivolents

For the stotement of cosh flows, cosh equivolents include short term liquid
investments which ore reodily convertible to known omounts of cosh ond which
were within three months to moturity when ocquired; less odvonces from bonks
repoyoble within the three months from the dote of the odvonce,
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z) Bonk Borrowinqs

lnterest beoring loons ond overdrofts ore recorded of the proceeds received, net
of direct costs, Finonce chorges, including premiums poyoble on settlement or
redemption, ore occounted for on the occruols bosis ond ore odded to the
corrying omount of the instrument to the extent thot they ore not settled in the
period they orise,

oo) Trqde povobles

Trode poyobles ore settled of their nominol volue

bb) lmpqirment

At eoch bolonce sheet dote, the Compony reviews the corrying omounts of its

ossets to determine whether there is ony indicotion thot those ossets hove suffered
on impoirment loss, lf ony such condition exists, the osset's recoveroble omount is

estimoted, ond on impoirment loss is recognized in the income stotement whenever
the corrying omount of the osset exceeds its recoveroble omount. Where on
impoirment loss subsequently reverses, the conying omount of the osset is increosed
to the revised estimote of its recoveroble omount, but so thot the increosed
corrying omount does not exceed the corrying omount thot would hove been
determined hod no impoirment loss been recognized for the osset in prior yeors, A
reversol of on impoirment loss is recognized immediotely in the income stotement,
unless the relevont osset is corried of revolued omount, in which cose the reversol
of the impoirment loss is treoted os o revoluotion increose,

cc) RetirementBenefits Oblioolions

The compony operotes o Defined Contribution pension scheme for non-unionisoble
stoff ,

The stoff retirement Benefit Fund wos estoblished on I st Februory 
.l982 

ond wos first
held in Kenyo Notionol Assuronce Compony (in receivership), lt wos re-estoblished
on 'lst October 

.l994 
ond held in lnsuronce Compony of Eost Africo Limited ond loter

tronsferred to Employee Benefit Trustees Limited, "its subsidiory",

The scheme is funded by contributions from the employees ond the Compony, The
employees contribute .l0,07o of their bosic solories while the sponsor contributes
'10,07o which totols to2O,O"/" of the bosic solory, The compony's contribution to the
scheme is chorged to the income stotement in the yeor to which they relote,

ln occordonce with the requirements of the Retirement Benefit Act ,l997, 
the

conversion opprovol by the Retirement Benefit Authority gronted on l9tn July 2OO4

ond on 30, June 2011, the Trustee deed, Funds Monogement ogreement,
lnvestment policy ogreement hos been complied with, The occounts for 2016 hove
been oudited ond submitted to the Retirement Benefit Authority, The scheme hos o
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totol of 
.l23 

members composed of lOl octive members ond22 deferred members,
During the yeor, 5 members joined the scheme while 4 members left the scheme.
The scheme funds ore monoged independently of the Compony's ossets by ICEA
Lion Life Assuronce while the scheme odministrotor is Aon Minet lnsuronce
Compony

The compony ond its employees olso contribute to the Notionol Sociol Security
Fund which is o defined contribution scheme,

Ihe Compony's contribution to the NotionolSociol Security Fund is determined by
stotutes qnd is limited to o specified contribution per month, Currently, the
contribution is limited to o moximum of Kshs, 200 per employee per month, The
contributions ore chorged to the income stotement in the yeor in the yeor which
they relote,

dd) Controct Grotuitv

The compony hos o fixed term of service with some of the employees. A controct
grotuity of 3l% of the bosic per poy eorned over the controct period is poid of the
end of the controct, The monetory liobility is occrued of the end of eoch yeor
bosed on the completed period of service.

ee) BonusScheme

The compony operotes o bonus scheme for its employees, The bonus is poyoble on
ochievement of onnuol performcrnce torgets cnrd upon opprovol by the Porent
Ministry ond The Notionol Treosury,

ffl) Provision for slqff leove

A provision is mode to recognize stoff entitlements in respect of onnuol leove not
token of the end of the finonciol yeor,

gg) Restructurinoond rotionqlizqtion provisions

Restructuring provisions moinly comprise terminotion poyments ond ore recognized
in the period which the Compony becomes legolly or constructively committed to
poyment,

hh) Dividends

Dividends on ordinory shores ore chorged to equity in the period in which they ore
declored,

ii) Comporotive fiqures
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5. REVENUE

Spirit Soles

Corbon Dioxide Soles

Yeost Soles

6. COST OF SArES

Moteriols, Energy ond Pocking
Direct Solories, woges ond benefits
Plont Mointenonce ond other Foctory overheods
Selling ond Distribution Expenses

EABL Controct Bottling Expenses

Stock odjustments

AGRO.CHEMICAL AND
FOOD COMPANY tTD

(D

5

Where necessory comporotive figures for the previous finonciol yeor hove been
odjusted to conform to chonges in presentotion in the current yeor

jj) Subsequenl events
Where necessory, comporotive figures for the previous finonciol yeor hove been
odjusted to conform to the chonges in presentotion in the current yeor.

kk) Provisions
Provisions were roised ond monogement determined on estimote bosed on the
informotion ovoiloble, An odditionol disclosure of these estimotes of provisions is

included in note 21, Provisions ore mode of the monogement's best estimote of the
expenditure required to settle the obligotion of the reporting dote ond ore
discounted to present volue where the effect is moteriol. The Compony hos in
ploce o bod debt provision where bod debts of over 5 yeors sholl only be written
off on the outhority of the Boord ond sholl be mode only ofter oll reosonoble steps
hove been token to recover the debt,

Contingent llobilities
Ihe Entity does not provide for o contingent liobility but discloses detoils of ony
contingencies in the notes to the finonciol stotements since probobility is ossumed os
posible ond not poyoble unless the possibility of on outflow of resources embodying
economic benefits or service potentiolis remote.

ln the process of opplying the entity's occounting policies, monogement hos mode
estimqtes ond ossumptions thcrt offect the reported omounts of ossets ond liobilities
within the next finonciol period, Estimotes ond judgments ore continuolly evoluoted
ond ore bosed on historicol experience ond other foctors including expectotions of
future events thot ore believed to be reosonoble under the circumstonces.

2015-2017
r, r 56,638,3r 7

7,467,880
171 41

I,335,51 6,219 I,853,448,405

20r 5-201 6

1,680,356,232
8,526,236

164,565,937

670,068,400

255,558,63r

92,437,485

30,766,774

13,736,097

r 0,585,495

700,783,756

240,866,746

69,931,093

20,924,580

40lPa.rc
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7. OTHER INCOME

Profit on sole of fixed ossets

Rent poid by employees
Miscelloneous lncome
Controct Bottling

Revoluotion Surplus

8. FINANCE INCOME

lnterest on Fixed deposits

9. ADMINSTRATIVE EXPENSES

Stoff Costs

Advertising ond Public relotions
Audit Fees

Computer Expenses

Donotions
Subscriptions ond Newsletier
Guest House Expenses

Legol fees

Monogement Fees

Office equipment repoirs

Motor Vehicle running Expenses

Postoge, telegroms ond telephone
Printing ond stotionery
Trovelling ond Accommodotion
Morketing ond Noirobi office expenses

Productivity lmprovement
Consultoncy ond performonce controcting octivities
Security Hire

lnsuronce ond Licenses

Corruption Prevention octivities
Rent
Repoirs ond renewols ( Housing)
Recruitment expenses
Directors Honororium
Boord ond Committee Sitting Allowonces
Write Bock on Credit on Debtors bolonces
Consultoncy ond professionol services

41 lPagc

1,073,152,981 1,042,343,717

AGRO-CHEMICAL AND
FOOD COMPANY I.TD CF

1,372,000

6.857,589

11 ,161 ,57 4

51,725,273

281,775,563

3,972,328

6,858, r r 5

r 0,840,02r

5,270,400

352,891,999 25,940,864

79,959,O16 52,942,752

79,959,016 52,942,752

109,525,127

s85,680

780,000

4,501,912

0

905,130

1,876,662

2,017,791

31.206,431

1,476,663

7,502,396

r,006,387

1,639,799

9,668,882

23,762,392

2,400

427,930

6,926,940
I 2,159,968

r 0,400

1,892,948

600,050

l56,r82
720,OOO

3,944,504
(229,19O)

467,414

r 03,228,605

420,254

780,000

2,488,U3
445,382

602,760

2042,801
r,435, r 75

30,207.s76

zuz370
8,885,r48

828,731

2,008,886

9,921,452

29,774,869

212,OOO

744,870

6,219,225

12,952,812

0

1,599,379

2,460,166
187,300

720,OOO

6,538,322

2,620,OOO
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Amo n

Solory ollowonc
bution

REPORIS

NSSF

Pensio

Leove
Stoff

Bonk C
Exchon
Finon
lnterest loons

cAGRO.CHEMICAT AND
FOOD COMPANY tID

798

r 0r,98t ,912

5,875,000

33t 710

299,029,168
824,200

10,979,960
.l3,825,825

40,424,fi6

229

I 17.0r 8,

6,0.19,

275,918,N7
937,9,bq

8,4.l9,9p8

12,132,591

46,686,408

for Permonent employees

Reti Contributions
ond

Los / Operotions
6

365,08i!,758 344,095,352

148,495
(399.966)
(845,152)

263,367,6U

632,$#
13,4'12

(694,098)

280,086,9&.

b2,271,O31 280,Gi8,8d6

t,
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2016t2017

14,612,709

101,981,912

5,997,357

AGRO.CHEMICAT AND
FOOD COMPANY tTD

2015t2016

198,744,510

(D
I I. TAX COMPUTATION.

Lossbefore tox
Add:
Depreciotion
Amortizotion

Less Copit ol ollowonces
I nvestment deduction Building
I ndustriol Building Deduction
Weor ond Teor
I nvestment deduction Plont
Adiu$ed proftt(loss)

r 17,018,053

122,591,978 315,752,563

2,093,071

25,570,297

3,015,837

304,602,624
150,985,767 (19,519,255)

Tox losses brought down 4,884,609,575 4,865,090,309

Totql Losses Cqrried Foruvord (4,733,623,808) (4,884,@9,575)

There is no tox liobility from the busines income os o result of conyforword loses

Toxoble lncome (Rentol ond lnleresD 86,8r 6,605 45,957,177

GrnentTox ot3Dl6 26,OU,982 I3,787,I53

4,669,418

2,303,192
21,421,179
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BtE

20rclzJt7 20151zJ16

co$
Aso tly, 1,2016 30,w7,9y2 20,020,415

Addl ns

Plec PoyrollSofl' vore 6,W3,795
r Phose ll 3,983,782SAP

On l: ,oluotion

AAA n oo of June 30,2017 1o,o77,577

Aco ne 30,2017 N,097,9y2 9,997,9y2
Arnoi ,otion

As ol ly,l,frl5 ll,lya2* 5,172,651

Choll 6,019,588, For the Yeo 5,997,357

On Ii oluotion

As ol ne 30,2017 I7,189,595 ll,lya2fi

:Volue reeo8'3ffi 18,905,754Netl
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REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OI}I JUNE 2OI7

I4. INVENTORIES AND WORK IN PROGPESS

Row moteriols ond spores
Finished Goods

I5. TRADE AND OTHER RECEIVABI..ES

Trode Debtors
Pre-poyments

Creditors with debit Bolonces
Other debtors
Iotol
Provision for Bod ond Doubtful debts

I5.(o) TRADE AND OTHER RECEIVABIES

Trode receivobles (note l5 (b))
Deposits ond prepoyments
Creditors with debit Bolonces
Stoff receivobles (note l5 (c))
Other receivobles
Gross trode ond other receivobles
Other: Provision for bod ond doubtful receivoble
Net trode ond other receivobles

I 5(b)IRADE RECEIVABLES

Gross trode receivobles
Provision for doubtful receivobles

Less thon 30 doys
Between 30 ond 60 doys
Between 6l ond 90 doys
Between9l ond 120doys
Over 120doys

I 5(c)SIAFF RECEIVABTES

Gross stoff loons ond odvonces
Provision for impoirment loss

Less: Amounts due within one yeor

Amounts due ofter one yeor

I6-SHORT TERM DEPOSITS

N.b,k Fixed Deposit
K,C,B Fixed deposit
NBK Coll deposit

M
Cosh ot Bonk
Cosh in Hond

AGRO.CHEMICAT AND
FOOD COMPANY tTD €F

233,818,257

30,883,864

178,004,547

12,882,570

264,702,121 r90.887,rr7

r 63,5r 0.448

2\,774,498
63,939,441

129,221 ,948

386,627,865
r 9,501,996

61,499,706
110,802,487

378.446,335 578.432.055

(65,164,432) (65,393,622)

3r3,28r,903 5r 3.038.433

163,5r 0,448

2\,774,498
63,939,441

21 ,894.291
107,327,658

386,627,865
'19,50't 

,996
61 ,499,706
14.007.656

96.79A,832

378,446,335 578,432,055

(65,16a,a32) (65,393,622)

3r 3.281,903 5r 3,038,433

'163,510.448

(65,164,432)
386.627.865
(65,3es.622)

98.346.01 6 321.23A.2A3

AUun 3D, fie ogolng ono@olfie glciocle teoehrcdrbcwusqrhllorx

52,396,666
( r3,607,398)

(1,484,436)
(20,798,450)

147,004,067

302.847.438
(537,8r 8)

(2r,396,352)
(38,446,424)

144.161 ,O22

'r63,510,448 386,627,865

21 ,894,291 14.007,656

2t,894,291 14.007 ,656

21,894,291 r 4,007.656

(0) (0)

83r,986,7 r B

I 55,000,000

571.186

626,927.O12

255.000.000

987,557.905 881 ,927,Ot2

47,694,617

769,413
343,932,817

294,240



REPORTS & FINANCIAL SIATEMENTS
FOR THE YEAR ENDING 3OIH JUNE 2OI7

IS.SHARE CAPITAL

Authorised 3, 750,000 Ordinory shores

Of Kshs,20l=

lssued ond fully poid 3,000,000,000

Ordinory shores of Kshs,20l=

481['ag.r

AGRO.CHEMICAT AND
FOOD COMPANY LTD €F

75,000,000

60,000,000

75,000,000

60,000,000

Accounl Number 2016-2017 20t 5-20 I 6Finonciol lnditulion
o) CunenlAccount

0r 02000078260r 8,403,748 I 53,355, r 58Notionol Bonk Current Account Kisumu

105.226.159Borcloy Current Account - Kisumu 1 009560 2,036,415

Notionol Bonk Cunent Account Horombee Avenue 1 020000782600 1 r,893.392 I0,016,502
I I 04055325 6,548,938 4,549,494Kenyo Commerciol Bonk School Account- Muhoroni

Kenyo Commerciol Bonk -Muhoroni I t 0-4043{84 I 1.485,256 63,607,704

40,367,748 336,755,017Sub Toltcl

b) On Coll Deposits
571,r86Notionol Bonk of Kenyo

571,t86 0Sub Tobl
c) Fixed DepodltAccounb

83 I ,986,71 8 626,927,O12Notionol Bonk of Kenyo
KCB r 55.000,000 255.000.000

986,986,718 881,927,012Sub Tobl
d) Foreing Cunency Accounl (US$;

0200007826500 3,322,2A9 3,238,657Nbk US Dollor Account- Horombee Avenue

3,322,249 3,238,657Snb Tobl
e) SqvinEsAccount
Ncrtionol Bonk of Kenyo Sovings Account Kisumu 1241000782ffi A,WA,620 3,939, r 43

Sub Totcl 4,OO4,620 3,939,r 43

D olhers- Cosh in Hond
37.626 22,445Petty cosfr - Noirobi Office

1A2,4iOPettyCotrr Muhoroni 731,782

6 r29.365Petty Cosh School
294,240Sub Tobl 769,413
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FOOD COMPANY LID

29,051,372

13,225,460

12,o94,372

61,964,218

31,422,721

222,207,500

€F
I 9. REVALUATION RESERVE

Revoluotion reserve relotes to the revoluotion of property plont ond equipment,
As indicoted in the stotement of chonges in equity, this is stoted ofter the tronsfer
of exces depreciotion net of reloted tox to retoined eornings, Revoluotion reserve
is not distributoble,

20. TRADE AND OTHER PAYABTES

Trode Poyobles
Debtors with credit Bolonces
Other Poyobles

2I. PROVISION

Bolonce os of the beginning for stoff Leove
Bolonce os ot the beginning for Service Grotuity
Povision for stoff Leove of the beginning of the yeor
Povision for Service Grotuity of the beginning of the yeor
Stoff Leove poid during the yeor
Service Grotuity poid during the yeor

22. TOANS lntere$Role
GOK ON-LENT 7O/O

Loons interest on GOK On Lent Loon

lnterest on GOKpoid Loon .l3.6.l%

22.(B) TOANS MOVEMENT

Opening bolonce
lnterest For the period
Loon Repoid
Loon Bolonce

23. TAX PAYABTE

Tox Brought Forword
lncome tox chorge
Tox Poid

24.CAPITAL COMMIIMENTS

54,371,203 315,594,439

20,o24,066

5,579,590
19,792,306

1,591,690
(2O,O24,066)

(1,2O7,O37)

20,350,672

3,290,548
20,o24,066

2,289,O42
(20,3s0,672)

25,756,550 25,603,656

2,941,884,OOO

5,339,5r9,478
5r5,928.084

2,941,g&A,ffiO

5, r 33,587,589

608.492,3r9
8,797 ,331,562 8,683,963,908

8,683,963,908

263,367,654
( r 50,000,000)

8,553,876,965

28O,086,942
( r 50,000,000)

8,797,331,562 8,683,963,908

17,825,814

26,O44,982
(r3,787,r53)

13,397,341
'I 
3,787,153

(9,358,680)

30,083.643 17,825,814

Authorised ond Controcted
Authorised but not Controcted
TOTAL49lPlr.'

86,049,000

66,552,000

132,319,000

1,857,000

r 52,60r,000 134,1 76,000
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2016-2017
(12 Months)

KSHS.

101,429,314

263,367,655

101,981,912

5,997,357
( r ,372,000)

(281,775,563)

(34,584,988)

(26,O44,982)

258,545,377

280,086,943

I 17,018,053

6,0r 9,588

(3,972,328)

(s0.834.0s2)

€F
Copitol commitments relote Copitol projects thot were budgeted ond outhorised to
be spent during the yeor, Projects outhorised ond Controcted were oworded while
those outhorised but not controcted were not executed ond hove no liobility orising

25. NOTES TO THE STATEMENT OF CASHFLOWS

20r5-20r6
(12 Months)

KSHS.

o) Reconciliotion ol operoling profit/(loss) lo costr genroled from/
(usd in) operolions
Operot ing Profit /(Loss)
Adjustment for items not involving movement of funds:

lnterest on Loons

Armotizotion
Profit on Disposol of property Plont ond Equipment
Revoluotion Surplus

Tox Chorged-Previous Yeor
Tox Chorged-Cunent Yeor

22(B\
r2(A)
l3
7

II
Net Operoting Profit before chonges in working copitol
chonges in working copitol:

lncreose/ (Decreose) in working Copitol
I ncreose in inventories
Decreose in recievobles
Decreose in poyobles
Stoff Leove poyoble current yeor

Stoff Leove poid

, Grotuity Leove poid
Grotuity poyoble cunent yeor

Toxotion Current yeor

128,998,706

(73,815,004)

)99.756.530
(261.223,236)

19,792.306
(20,024,066)

(1,207,O37)

1.591,690

26,O44,982

626,863,601

40,086,452
(r58,446,5r r)
177,732335
2224),482

(20.350,674

I 3,787, r 53

i)

Net Cosh generoted / (used in) operotings 19.914.872 701,913,841

26. CONT!NGENT TIABILITY

There is o pending demond of Kshs. 634,644,435 from Kenyo Revenue Authority in
respect of Withholding Tox ossessment on interest poid to Treosury over o period
ogoinst the Loon poid by Treosury on beholf of the Compony, The Directors ore of
the opinion thot this demond will be vocoted ond hence no liobility orising,

There is o pending tox demond from Kenyo Revenue Authority of Kshs. 7,310,579
orising from o cloim on spirits designoted for export morket ond diverted to the
locol morket, The motter is currently in court. Ihe directors ore of the opinion thot
the tox demond will be vocoted ond hence no liobility orising,

ii)

50 | l'l g,":



REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2OI7

Loon outstonding

ii) The Mehto Group
Monogement Fee Poid

Key monogement remunerotion

Directors
Key Monogement Stoff Compensotion

8,797,331,562 8,683,963,908

31,206,431 30,207,376

AGRO-CHEMICAL AND
FOOD COMPANY LTD

(D

27. RELATED PARTY TRANSACTIONS

o) Governmenl of Kenyo
The Government of Kenyo owns 56"/" of the Compony shoreholding through its

shoreholders ADC 28o/o and ICDC 28o/",Ihe Compony hos on outstonding loon of Kshs,

8,797,331,562 with the government of Kenyo,

b) The Mehto Group Limited
Mehto Group (llC) owns 44o/" of shoreholding in ACFC ond such o reloted porty, The
compony provides monogement services to the compony in line with the
Monogement Controct in ploce between The Government of Kenyo ond the
internotionol lnvestment Corporotion. The tronsoction with this porty during the yeor
relotes to poyment of monogement fees.

c) Olher reloted porties
Other reloted porties include

Key Monogement
Boord of Directors

Trcmsoctions wilh reloled poilies

D GovernrnenlofKenyo

i)
ii)

2016-n17
Kshs,

20r 5-2016
Kshs,

2016-2017
Kshs,

2015-2016
Kshs,

3,69.|,200
28,656, r B0

4,065,600
26,984,856

5llF'agc
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FOR IHE YEAR ENDING 3OIH JUNE 2OI7

Totol

Due From reloled porties
Due from Government of Kenyo
Due from The Mehto group
Totol Due

Due to reloted porties
Due to Government of Kenyo

Totol

Due to The Mehto group
Totol Due

AGRO-CHEMICAL AND
FOOD COMPANY LTD

32,347380 31.050,456

€E

2016-2017
Kshs,

Nit

Nit

Nit

2015-2016
Kshs,

Nit

Nit

Nit

8,797,33),562 8,683,963,908

8.797.331.562 8.683.963.908

Nir

Nit

Nit

Nit

28. GOK LOAN
The Compony hos on outstonding loon of Kshs. 8,797,331,562 with the Government of
Kenyo ond the loon hos been clossified os current liobilities, The obove loons qre due
ond the Government of Kenyo con recoll the loon within the l2 months of troding,
Ihe Compony "does not hove o conditionol right to defer settlement of the liobility for
crt leost twelve months". Fuffier to this for on entity to clossify o liobility os non-cunent,
the period of the repoyment of the liobility should be specific ond bocked by o legol
document soy o controct of borrowing which in this cose is locking,

29. FINANCIAL RISK MANAGEMENT POLICIES

The compony octivities expose it to o voriety of finonciol risks, These involve the
onolysis, evoluotion, occeptonce ond monogement of some degree of risk or
combinotion of risks,

Toking risks is core to the business ond the operotionol risks ore on inevitoble
consequence of being in business, The Compony's oim is therefore to ochieve on
oppropriote bolonce between risk ond return ond minimize potentiol odverse
effects on the compony's finonciol performonce, The Compony's risk monogement
policies ore designed to identify onolyse these risks, set oppropriote risk limits ond
controls, ond to monitor the risks ond of the some time ensuring odherence to loid
down limits, This is ochieved by meons of o relioble up-to-dote informotion system.

The compony's Boord Audit committee oversees how the monogement monitors
complionce with the risk monogement policies ond procedures, Risk monogement
is corried out by the monogement under the supervision of the Boord of Directors.
The Compony hos on internol oudit deportment, The internol oudit undertokes

52lI'age
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Cosh ond cosh
equivolents
Trode receivobles

AGRO-CHEMICAt AND
FOOD COMPANY tTD GE

both regulor ond od hoc reviews of risks monogement controls ond procedures, the
results of which ore reported to the Audit committee,

The compony hos exposure of the following risks from its use of finonciol instruments:

. Credit risk

. Liquidity risk

. Morket risk

. Operotionql risk

o, Credit risk

Due to the noture of the Compony's operotion it is exposed to credit risk, Credit risk

is the risk of finonciol loss to the Compony if o customer or counterporty to o
finonciol instrument foils to meet its finonciol obligotions, thot ond orises from goods
sold to customers ond investments is short ferms deposits. The compony is exposed
to this risk in severol oreos including trode ond other receivobles, ond cosh ond
cosh equivolents, However, the Compony credit risk is concentroted trode
receivobles in terms of sole of yeost to some customers on credit ond who ore to
poy ofter o period defined by the monogement.

The omount thot best represents the compony's moximum exposure to credit risk os
of 30 June 2017 ond 30 June 2016 is mode up os follows:

Fully
Performing Post due lmpoired Totol

Sh Sh Sh Sh
At 30 June 20'17

r,036,02r,935
98,246,106 65,164,432

r,036,02r,935
r 63,4r 0,448

1,134,267,951 65,164,432 1,199,432,383

65,393,622
1,226,1 54,069

386,627,865

At 30 June 2016

Cosh ond cosh
equivolents
Irode receivobles

1,226,154,069
321,234,243

1,547,388,312

The bonk bolonces ore fully performing.

53lt'a-rc
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b, Morkel Risk

i) Currencv Risk

The Compony undertokes certoin tronsoctions denominoted in foreign
currencies moinly in US Dollor, Euro, Sterling pounds ond South Africon Rond,
This results in exposure to exchonge rote currency fluctuotions, The bolonces
impocted in this regord ore the bonk bolonces ond occruols denominoted in
foreign currency,
As of June 30, 2017 on increose/decreose of 5 Percentoge points would hove
resulted in on increose/decreose in pre-tox profits by Kshs, 166,328
(2O1512016 l6l,9l5), This risk is ottributed to the Bonk deposits of USS,

32,033,50 held in foreign currency,

ii) lnterest rote risk

lnterest rote orises primorily from borrowings ond cosh ond cosh equivolents,
Ihe Compony's monogement monitors the sensitivity of reported interest rote
movements monthly by ossesing the expected chonges in different
porlfolios.

As of 30tn June 2017 on increose /decreose of 5 percentoge points would
hove resulted in on increose/decreose in pre-tox profits of kshs, 2,981,324.37
(2O1 5 I 2016 Kshs, 3,864,47 1 .

The interest rote on the GOK guoronteed loon is fixed thereby eliminoting the
interest risk.

liquiditv Risk
Liquidity risk is the risk thot the Compony will not be oble to meet its finonciol
obligotions when they foll due. The Compony's opprooch in monoging liquidity risk

is to ensure, os for os posible, thot it will olwoys hove sufficient liquidity to meet its

liobilities when they foll due without incurring unocceptoble losses or of risk of
domoging the compony's reputotion,

c

Finonciol Liobilities
2016-2017

Within I yeor

Over
I
Yeor

2015-2016
Within I yeor Over I Yeor

Sh Sh Sh Sh

Borrowinos Reloted Porties

Borrowinos - Bonk

Poyobles 8,899,409,308 8,683,963,908

Totol 8,899,409,308 8,683,963,908

Finonciol Assets

54lPage
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(D
Cosh ond Cosh E uivolents 1,036,02r,935 226,1 069

The Compony ensures thot it hos sufficient cosh on demond to meet expected
operotionol expenses, including servicing of finonciol obligotions, this excludes the
potentiol impoct of extreme circumstonces thot connot reosonobly be predicted.
All liquidity policies ond procedures ore subject to review ond opprovol by the
Boord of Directors, All copitol investments ore funded by internolly generoted funds.

The toble below onolyses the compony's finonciol liobilities thot will be settled on o
net bosis into relevont moturity groupings bosed on the remoining period of the
bolonce sheet dote to the controctuol moturity dote, The omounts disclosed in the
toble below ore the controctuol undiscounted cosh flows. Bolonces due within l2
months equol their corrying bolonces, os the impoct of discounting is not
significont,

d. OperolionolRbk

Operotionol risk is the risk of indirect loss orlsing from o wide voriety of couses
ossocioted with the Compony's process personnel, technology, infrostructure,
externolfoctors other thon credit, ond morket ond liquidity risk such os those orising
from legol ond regulotory requirements ond generolly occepted stondords of
corporote behoviour.

The Compony's objective is to monqge operotionol risk to bolonce the ovoidonce
of finonciol losses ond domoge to the compqny's reputotion with overoll cost
effectiveness ond ovoid ony control procedures thot restrict initiqtive ond creotivity
in the compony,

The primory responsibility for the development ond implementotion of controls to
oddress operotionol risk is ossigned to senior monogement in the compony's
deportments,

The responsibility is supported by the development of overoll Compony stondords
for the monogement of operotionol risk in the following oreos:

Requirements for oppropriote segregotion of duties,
independent outhorizotion ond opprovol of tronsoctions,
Requirements for the reconciliotion of records,
Complionce with regulotory ond legol requirements,
Documentotion of control procedures.

including thea

a

a

a

98,246,106 321,234,243Trode Receivobles

1,134,268,041 1,U7,388,312Totol

Net Liquiditv Goo 0,765,141,268) (7, r 36,575,596)

55ll'ag.r
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Requirements for periodic ossessment of operotionol risks foced by the entity,
ond the odequocy of controls ond procedures to oddress the risks identified,
Development of contingency plons,
Troining ond professionol development of stoff.
Adherence to ethicol ond business stondords.

Review of complionce with compony stondords is done on o continuous bosis by
senior monogement ond internol oudit deportment,

e. Copitol Risk Monogement

The compony monoges its copitol to ensure thot it will be oble to continue os o
going concern while moximising the return to stokeholders through the optimizotion
of the debt ond equity bolonce,
The copitol structure of the compony consists of debt which includes borrowings
disclosed in Note 20 os well os retoined eornings ond issued copitol os presented on
note 

.l8,

Consistent with others in the industry, the compony monitors copitol on bosis of the
georing rotio.
This rotio is colculoted os net debt rotio divided by the equity while Net debt is

colculoted os totol borrowings less cosh ond cosh equivolent

30.FUTURE RENTAI COMMITEMENTS UNDER OPERATING LEASE

The totolfuture minimum leose poyments due to third porties under Non-concelloble
operoting leoses for rentol of the compony's Nqirobi offices \^/hich foll due osfollows:

2017 2016

Poyoble within one yeor
Poyoble ofter one yeor but not lqter thon 5 yeors

1,599,379

The current leose will expire on June 30,2022

3I.INCOPORATION

The Compony is incorporoted in Kenyo under the Kenyon Componies Act ond
domiciled in Kenyo.

32.EVENTS AFTER THE REPORTING PERIOD
There were no significont moteriol odjusting ond non-odjusting events ofter the
reporting period.

33.CURRENCY
The finonciol stotements ore presented in Kenyo Shillings (Kshs,)

a

a

a

a

1,541,940
6,978,049
8,519,989

1,599,379

56ll''rgc
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(D
PROGRESS REPORT ON FOttOW UP OF AUDITORS RECOMMENDATIONS

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

Reference No,
on the externol
oudit report

lssue/
Observotions
from the ouditor

Monogement Comments Focol Point
person to
resolve the
issue( Nome
ond
Desionotion)

Stotus
(Resolved I
Not Resolved)

Time Frome
(Put dote
when you
expect the
issue to be
resolved)

Going Concern

During the yeor,
thot the
Compony mode
o profit of Kshs.
227,711,344
which reduced
the
occumuloted
deffcit from Kshs.

6,802.%0A6 to
Kshs.

6,574,549,121 in
th€ yeor under
review. The

current Ilobilities
of Kshs.

9,M2.987,816
exceeded
curent ossets of
Khs.
r,930,079,620 by
Kshs.

7,il2.908.r96 0s
ot June 30. 2016.
The Compony is

therefore
technicolly
insolvent ond
the finonciol
stotemenis hove
been prepored
on o going
concern bosis on
the ossumption
thot the
Compony wlll
receive support
from the
Government,
credilors ond
bonkers,

5TlPage


