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COMPANY INFORMATION
Background Information

Agro-Chemical and Food Company was established in 1978 under the Companies
Act Cap 486 to produce power alcohol from sugar cane molasses. It was a unique
joint venture between the private sector and the Government of Kenya. The Power
Alcohol was to be blended with petrol to make gasohol as a national strategy for
reducing foreign exchange used to purchase petroleum oil. The project was
conceived by Mr. M. N Mehta, Chairman of Mehta Group and implemented within
the budgeted time and costs. The company was finally established and

commissioned in 1982,

The project also suited well with the strategy adopted by the Government of Kenya
as part of rural industrialization programme meant to curb post-independence
migratfion to urban areas. The technology selected was from M/s. Vogelbusch of
Austria which was and still one of the “best technologies” in the world in the field of

Alcohol and Active Dry Yeast.

The programme could not be sustained because there was no poficy and fegal
framework to regulate the use of power alcohol. In addition, there was resistance
from the muttinational petroleum Companies who feared a reduction in their market
share and therefore the Company shifted to producing various grades of spirit and
yeast,

Upon inception, the Company was under the Ministry of Energy, however from 1996,
the Company was placed under the Ministry of Agriculture where it has been todate.

Principal Activities

The Company produces Extra Neutral Spirit, Kenya Methylated Spirit,Industrial
Methylated Spirit, Active Dry Yeast and fresh Wet yeast from sugar cane molasses for
both local and export markets. The company also produces bottled spirits and
carbon dioxide.

llpdg'\.‘
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Directors
Directors who served the Company during the year are as follows:

ORGANISATION NAME

Agricultural Development Corporation Mr. Richard K. Aiyabei -
Chairman

Agricultural Development Corporation Mr.Maxwel Mugonyi

Industrial and Commercial Development Corporation  Mr. Joseph C. Mwaura
Industrial and Commercial Development Corporation  Mr. Dismas J.O. Oyieko, HSC

International Investment Corporation Mr. Suresh C. Sharma

International Investment Corporation Mr.Nanalal P. Sheth,
(Alternate to Mr.  M.N.
Mehta)

Ministry of Agriculture, Livestock & Fisheries

(State Department of Agriculture) PS (Alternate: Mr
Abraham Barno)

The National Treasury CS. (Atemate: Mr. Paul
Kiagu)

Resident Director &

Chief Executive: Mr. Ashok Agrawal

Company Secretary:

Mr. Solomon O. Awino, CPS (Kenya)
P.O. Box 18-40107
MUHORONI

Registered Office

Jeevan Bharati Building

7t Floor, Harambee Avenue
P.O.Box 41175 -00100
NAIROBI

Telephone 020-2230083

Principal place of Business
Muhoroni Factory

Muhoroni Town

P.O. Box 18-40107

MUHORONI

Telephone +254 020 2334020/1
Email. amin@acfc.co.ke
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Bankers:

National Bank of Kenya Limited
Barclays Bank of Kenya Limited
Kenya Commercial Bank Limited

Indpendent Auditors:

Auditor General

Kenya National Audit Office
P.O. Box 30084-00100
NAIROBI

Principal Legal Adpvisers:
Staussi & Asunah Advocates
P.O. Box 3140-40100

KISUMU

Theuri Wanjohi & Co. Advocates
P.O. Box 6502-00100
NAIROBI

Managing Agent:

The Mehta Group International Limited

Peponi Plaza, 1st Floor

Peponi Road

P.O. Box 14692-00800 Westlands
NAIROBI

Senior Executives:
Mr. Edwin O. Owiti -

Mr. Caleb O. Oguya -
Mr. Joseph N. Njoroge -
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Financial Controller
Marketing Manager
Works Manager

AGRO-CHEMICAL AND
FOOD COMPANY LTD
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VISION AND MISSION STATEMENTS

OUR VISION

To be a global leader in the production and marketing of diversified

range of a quality spirits, yeast and related products.

OUR MISSION

To produce and market a wide range of world class products through a
cost effective, innovative and environmentally friendly technologies,
satisfying the customer needs, maximizing shareholders returns and

meeting employees aspirations.
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BOARD OF DIRECTORS

FULL NAMES OF DESIGNATION DATE OF ACADEMIC EXPERIENCE
CHAIRMAN, (e.g. CHAIRMAN, | APPOINT-MENT | PROFESSIONAL DATE OF BIRTH | (YEARS WITH
CEO & BOARD OF CEO, MEMBER) QUALIFICATIONS ACFC)
DIRECTORS
MR. RICHARD K. | CHAIRMAN | 27.01.2016 BSC, Agric, M.Sc. 2
AlYABEI in Agronomy, 1966

Dip. Farm

Engineering
MR. MAXWEL MEMBER '10.04.2014 B. Com 3
MUGONY!I (Accounting) . 1967

MBA, (CPAK)
MR. ASHOK CEQ 01.11.2011 B.Tech. (Chem. 7
AGRAWAL Engineering) 1962
MR. JOSEPH .C. | MEMBER 20.01.2006 B.Com. 12
MWAURA (Accounting) 1ee

CPAK)
MR. DISMAS.J.O. | MEMBER 01.07.2011 B.Com 7
OYIEKO (Accounting), 1963

MSc (Finance)
MR. M.N. MEHTA | MEMBER 15:12,1982 Entrepreneur/Busi 36

ness Executive 1935
MR. SURESH .C. MEMBER 26.07.1994 B.Sc.A.N.S., 24
SHARMA F.RS.C.(London),

Chartered

Chemist 1939

(London).

Chartered

Scientist(London)

. F.L.E. Chartered

Engineer(ndia).

M.Am Chem Soc

(US.A)
MR. NANALAL .P. | MEMBER 18.07.2009 Barrister of Law, 9
SHETH Advocate 1930
MR. ABRAHAM MEMBER 14.07.2014 B.Sc. Agric, MSc. 3
BARNO (Agric Rural 1961

Dev.)
MR. PAUL KIAGU | MEMBER 18.11.2015 B.A (Econs) M.sc

(Econs) 1969 2
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SENIOR EXECUTIVES

NAME POSTION AND QUALIFICATION | DATE OF BIRTH
CHIEF EXECUTIVE OFFICER N
L ASHOKAGRAWAL | £ o aringy | 267 January 1969
FINANCIAL CONTROLLER .
2. OWITIEDWIN OWINO | (¢ (VA0S 8h August 1976
WORKS MANAGER
& HJG%%CE)GE JOSEPH | Bsc FOOD TECHNOLOGY, | 220 August 1958
MBA )
MARKETING MANAGER
4 85’5&@@8@ (Bsc., DIP(MICROBIO) MBA 1958
(MS.K)
& AWING SoLOMON | COMPANY SECRETARY
A b 25 July 1971
(LLB, CPS)
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Board of Directors

Mr. Richard K. Aiyabei

Mr. Maxwel Mugonyi Mr. Joseph C. Mwaura Mr. Dismas J. O. Oyieko (HSC) Mr. Paul Kiagu

%
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Mr. Suresh C. Sharma Mr. Nanalal P. Sheth Mr. Abraham Bamo Mr. M.N. Mehta

y a
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Senior Executives

Mr. Ashok Agrawal

Mr. C. O. Oguya Mr. E. O. Owiti

Mr. J. N. Njoroge Mr. S. O. Awino
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CHAIRMAN'’S STATEMENT FOR THE YEAR ENDED 30™ JUNE 2017

It is my pleasure to present the Annual Report and financial statements of ACFC for
the year ended 30™ June 2017.

SUMMARISED OPERATING RESULTS

The Company’s operations mainly depend on the quantity of molasses supplied by
sugar companies. The Company received 54,880tons (2015/2016: 81,786 tons) of
molasses against a budgeted quantity of 75,000 tons. During the year the Company
experienced an acute shortage of Molasses and this affected the Company
operations leading to the closure of the alcohol plant for about 100 days.

The Company produced 11.124 million (2015/2016: 16.560 million) litres of alcohol
against budgeted quantity of 16.20 million litres. Active Dry Yeast (ADY) production
was 271 tons (2015/2016: 266 tons) against a budget of 800 tons representing a
decrease of 529 tons.

Wet Yeast production was 794 tons (2015/2016: 782 tons) against a budget of 1,000
tons representing a decrease of 206 tons. During the current year the Company
produced 22,763 cartons (2015/2016: 15,045 cartons) of “Patriot” bottled spirits and
149 tons of Carbon dioxide.

The Company realized a turnover of Kshs. 1,335.516 million (2016/2017 Kshs. 1,853.448
million) against the budget of Kshs. 2,176.100 million.

The highlights of the overall operating results for the year under review compared fo
budget are as tabulated below:

9|Page
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FINANCIAL HIGHLIGHTS

2016-2017 20152016 2014-2015
% %
PRODUCTION BUDGET ACTUAL ACTUAL | BUDGET ACTUAL Actual
BUDGET | ‘000’ ‘000’ Budget | BUDGET ACTUAL
Alcohol &
(Lts. 000) 16200 111241 9% | 45650| 16560| 106%| 15200| 15,383
Active Dry Yeast o
(Tons) oo0 U 650 26| 41% 800 509
Oy
Wet Yeast (Tons) 1,000 941 7% oo 782| 78%| 1.000 669
O,
carnd bioxice 2,500 149 | 6% | 3750 190| 5% | 3750 190
Compounded Spifit | 100000 | 22763 |  19% | 300,000 | 15045| 5% | 300000| 9727
(Patriot)
SALES:
Alcohol o
(Lts 000). 162001 12197| 75% | 15560| 16573 ] 107% | 15200| 14803
1 O,
Active Dry 800 264 33% 650 277 43% 800 517
Yeast(Tons)
Wet Yeast (Tons) g il ML T 772 77%| 1,000 669
2,500 141 6% | 3750 192  5%| 3750 190

Carbon Dioxide

Compounded Spirit | 155000 | 21660 |  18% | 300000] 15045| 5% | 300000| 4805
(Patriot)

FINANCIAL INDICATORS:

Sales(fumover 2,176,100 | 1.335,516 61%

Q(ShS.]OOO) ! ’ ' ' ° | 2,134,000 | 1,853,448 87% | 2,542,200 | 1,766,928

OtherIncome N

(Kshs. 1000) 67.500 | 432851 | 641% | (a000| 79884 | 117%| 37.000| 67,382

GROSS

REVENUE 2,243,600 | 1,768,367 79% 2,202,000 | 1,933.332 88% | 2,579,200 | 1,834,310

(Kshs. 1000)

Operating

erf'r:ffore 367,566 | 364797 |  99% | 356,298 | 538632 | 151% | 533,195 | 300,315

Kshs. 1000)

Interast on loans 283,631 | 263368 | 93% | 63770 | 280087 | 95% | 332,926 | 287.119

Net Profit (Loss) 83935 | 101429 | 121% | 5 508 | 258545 | 413% | 200269 | 13,196
O

Corporate tax 30% 60,630 30,833 13.397

ra“‘: Profit (Loss) After | 53 035 | 40,799 55% | 62,508 | 227,711 200269 | (201)

Total sales turnover for the year under review was Kshs. 1,335.516 million compared to
Kshs. 1,853.448 million in the previous year. Gross revenue includes sales turnover and
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other income i.e. interest on short-term deposits, sale of scrap and rent paid by
employees. The gross revenue for the period was Kshs. 1,768,367 million compared

to Kshs. 1,933.332 million last year. The gross sales include revaluation surplus of Kshs.
281,775,251, Operating profit before loan interest was Kshs. 364.797 milion compared

to Kshs. 538.632 million in 2015/2016. After charging loan interest of Kshs.263.368

million (2015/2016: 280.087 million) the Company registered an overall net profit of

Kshs. 101.429 million compared to a net profit of kshs. 2568.545 million in 2015/2016.

After Charging Corporate tax of Kshs. 60.630 million the Company registered a profit
of Kshs. 40.799 million 2015/2016 profit of Kshs. 227.711 million.

ACKNOWLEDGEMENT

May | acknowledge the commitment and dedication of our employees who have
continued to perform their duties with skill, loyalty and team spirit to enable the
Company to achieve such a milestone.

May | also acknowledge the vital role played by the Ministry of Agriculture Livestock
and Fisheries (State Department of Agriculture), The National Treasury, Agricultural
Food Authority (AFA)and Sugar companies for their continued guidance and
support.

PROSPECTS

The prospects depend on the quantity of molasses that the Company can obtain
from sugar companies. Our confinued appeal to the sugar companies for affordable
molasses price remains on course. When the Company is finally privatized, and
strategic alliances entered with sugar companies, this dream will surely e realized.

During the year, the Company experienced greater challenges in the procurement
of molasses and this poses as great danger to the prospects of the Company

CONCLUSION

My sincere appreciation goes to all my colleagues on the Board for their tireless
devotion and valued guidance. | look forward to similar enthusiastic and co-
operation in the future. | also wish to extend my sincere appreciation to the
management and the staff of ACFC for their efforts and feel confident that they will
work even harder and smarter to improve performance of the Company in the
coming years.

4

MR. RICHARD K. AIYABEI
CHAIRMAN

11|Page



‘ REPORTS & FINANCIAL STATEMENTS AGRO-CHEMICAL AND eB
FOR THE YEAR ENDING 30™ JUNE 2017 FOOD COMPANY LTD

REPORT OF THE RESIDENT DIRECTOR AND CHIEF EXECUTIVE

Mr. Ashok Agrawal

During the current financial year ended June 30, 2017, the Company was faced with
acute shortage in molasses supply. The shortage of molasses led to an increase of
molasses prices from Kshs. 3,000 per ton to an average of Kshs. 22,000 per ton. This led
to the alcohol plant being closed for about 100 days leading to lower production of
Alcohol, ADY, CO2 and bottled spirits reduced sales and lower profitability.

During the year 2016/2017 the Company registered a net profit of Kshs. 40,799,345
due to shortage of molasses arising from persistent drought. The Company has
continued to put in more efforts to alleviate this situation and ensure an improved
supply of molasse by rehabilitating two tanks that will increase the molasses storage
capacity by 2,800 tons.

| would wish to thank the Board of Directors, management and staff of ACFC as well
as other stakeholders for their support during the year.

The Company has continued to implement its strategic plan for the year 2013/2014
to 2017/2018 through divesture into other activities. Production and Sales of CO2 and
Compounded spirits have improved during the year. The Company entered into @
spirit bottling Contract with East African Breweries Limited and this has increased the
revenue of the Company while utilizing the idle time at the bottling plant.

The Company has continued to support various CSR programs in the region targeting
the local Community, During the year 2016/2017, the Company constructed toilets
for use by school children at St. Agnes Primary School in Muhoroni town. The
Company also supports the Company Football club which participates the Football
Kenya Federation National Super League where it has offered many youths
oppartunity to show their talents.

The Company is under privatization and various options have been recommended

by the Privatization Commission. Privatization of the Company is key in bringing back
the Company to profitability and a healthier balance sheet will therefore be realized.

12|l5zagc
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I remain optimistic and looking forward to the days when ACFC will return to
profitability and declare dividends to its shareholders.

P 22 |
L /
9 /
» rwaas .

ASHOK AGRAWAL
RESIDENT DIRECTOR
AND CHIEF EXECUTIVE

13| Pa
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CORPORATE GOVERNANCE STATEMENT

Agro-Chemical and Food Company Limited (ACFC) is committed to good corporate
governance and as such conducts its operations in accordance with internationally
accepted principles of good corporate governance. The Company will provide
timely and reliable information on its activities, structure, financial situation and
performance to all shareholders.

Role and Responsibilities of Board of Directors

The Board formulates policies and strategies that enhance transparency and
accountability. The Board provides the overall strategic guidance to the Company
and is accountable to shareholders and other stakeholders. The day to day
management of the Company has been delegated to the Resident Director & Chief
Executive (RD&CE). However, the Board retains the overall responsibility for the
Company’s performance in financial, compliance, monitoring and operational
areas. Specific responsibilities of the Board include:

a. reviewing and approving strategic plans, intfernal control and compliance,
codes of conduct, financial reporting and legal compliance
b. reviewing and approving major capital expenditure
c. approving the Company’s financial and accounting policies and financial
statements
rd Composition:

The Board of ACFC is composed of nine directors representing the three shareholders
vis, ADC, two directors, ICDC, two directors, IIC, three directors, representative of P.S,
Ministry of Agriculture, Livestock and Fisheries (State Department of Agriculture) and
representative of C.S., The National Treasury. Therefore, the Company Directors are
not elected but are representatives of institutions by their respective offices.

As per the provisions of the Memorandum and Articles of Association of the
Company, the Board Chairman is the Managing Director of ADC, while the
management is by The Mehta Group, through a management agreement with the
Company.

The Chairman is responsible for managing the Board and providing leadership to the
Company while the RD&CE is responsible to the Board for running of the Company in
accordance with instructions given by the Board. The RD&CE implements Board
decisions and instructions with the assistance of the management team.

Board Meetings:

The Board meets regularly and at least four times a year to, amongst other things,
agree on the Company’s objectives and strategies to realize the objectives, review
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performance against agreed targets, consider and approve the annual and interim
financial statements and to discuss other matters of strategic importance to the
Company. Senior management of the Company attends Board meetings by
invitation, whenever necessary.

Board Committees:

For effective running of the affairs of the Company, the Board has delegated part of
its responsibilities to standing committees. The Committees operate under clearly
defined mandates which spell out their responsibilities, scope of authority and
procedures for reporting to the Board. The Board has three standing committees,

a) Audit and Risk Committee
The purpose of this Committee is to review the systems established to ensure
sound public financial management and internal controls, risk management
policies as well as compliance with policies, laws, regulations, procedures,
plans and ethics.

b) Staff and Finance Committee

The purpose of the Committee is to oversee staff and finance matters of the
Company, which involves employees’ conditions and remuneration policy,
budgets, procurement and performance contracts.

c) Technical and Commercial Committee

The purpose of the Committee is to assist the Board in developing aond
managing a framework for implementing the Company’s core functions of
producing and marketing its products by providing adequate resources and
ensuring that such resources are effectively utilized in line with the Company’s
mandate.

Conduct of Business and performance reporting:

The business of the Company is conducted in accordance with carefully formulated
strategies, budgets and business plans which set out clear objectives. Performance
against the objectives is reviewed and discussed by the management team. Any
issues arising from these objectives are discussed by the Board Committees, which
are ultimately reported to the Board. This is aimed at ensuring close monitoring of
performance trends, forecasts as well as actual performance against budgets.

15|Page
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MANAGEMENT DISCUSSION AND ANALYSIS

The Company’s performance during the financial year is as tabulated below:

16| P

OPERATIONAL PERFORMANCE

During the financial year ended June 30, 2017, the Company faced
challenges because of lack of raw materials (Molasses). This affected the
Company’s operations,

a. Molasses Procurement

The Company’s operations mainly depend on the quantity of molasses that
we procure from the sugar companies. During the financial year 2016/2017,
the Company procured 54,880 tons of molasses against a target of 75,000 tons.
The shortfall of 20,120 tons meant the Company could not achieve its
production targets.

b. Production

The Company produced 11.124 million litres of alcohol, 271 tons of ADY and
794 tons of Wet Yeast against the budget of 16.20 million litres of alcohol, 800
tons of ADY and 1,000 tons of Wet Yeast. The Company fell short of achieving
the set production target for Alcohol, ADY and Wet Yeast mainly due to acute
shortage of molasses.

c. Sales

The Company sold 12.197 million litres of alcohol, 264 tons of ADY and 794 tons
of Wet Yeast against the budget of 16.20 million litres of alcohol, 800 tons of
ADY and 1,000 tons of Wet Yeast.

. FINANCIAL PERFORMANCE

During the year 2016/2017, the Company generated a turnover of Kshs.
1,335,516,279 (2015/2016 Kshs. 1,853,448,405). The operating profit before
interest on loans was Kshs 364,796,968 (2015/2016: Kshs. 538,632,319). However
after charging interest on loan of Kshs. 263,367,654 (2015/2016: Kshs.
280,086,942), the Company registered a net profit of Kshs. 101,429,314
(2015/2016: Kshs. 268,545,376). After charging corporate tax of kshs. 60,629,970
(2015/2016 Kshs. 30,834,032) the company registered a profit of Kshs. 40,799,345
(2015/2016 profit of kshs 227,711,344).

ibe
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The loss for the year is as a result of reduced turover due to lower production of
Alcohol as a result of the closure of the Alcohol plant for about 100 days due to
shortage of Molasses.

lll. PROJECTS OR INVESTMENTS

During the financial year 2016/2017, the Company continued with the
improvements in the Effluent freatment plant as part of its investments.

V. COMPLIANCE WITH STATUTORY REQUIREMENTS

During the current financial year, the Company complied with all the statutory
requirements and remitted all taxes due in good time, there was no penalty for
failure to comply with statutory requirements.

V. CHALLENGES FACING THE COMPANY

The Company faces challenges in operations as enumerated below:
Unstable supply of molasses

Emerging competition from sugar factories entering the ethanol market
Slow Privatization process

Negative Share Capital/Equity

High Cost of major inputs - Fuel Oll, Imported Chemicals and Molasses

VI. MATERIAL ARREARS IN STATUTORY AND OTHER FINANCIAL OBLIGATIONS

The Company has no material arrears in Statutory obligations and all
obligations were remitted in fime. However, the Company has a loan
balance of Kshs. 8,797,331,562 as at June 30, 2017 and continues to service
the loan at Kshs. 150 million per annum.
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Agro-Chemical and Food Company Limited (ACFC) has contfinued to actively
participate in various projects as per our Corporate Social Responsibility (CSR) policy.
During the year the Company continued to parficipate in various activities and built
toilets at St. Agnes Primary School in Muhoroni town besides sponsoring the Company
Football club in the Football Kenya Federation second tier National Super League.

The Company continues to run Muhoroni Furaha Primary School which is fully funded
by the Company. The school enrol children from the employees and the
neighbouring community and is one of the top performing schools in the region.

In environmental management, the Company set up a multi-million Effluent
tfreatment plant which reduces the BOD and COD levels in the effluent emitted by
the Company. The plant also generates gas that is used in the boilers leading fo
reduced usage of fuel burner oil. The Company also participates in various activities
organised by the various institutions involved in environmental management like
Water Resource Management Authority, NEMA and others.

The Company also sends its staff on fraining and workshops in relevant fields to
improve their skills. The Company employees have a health insurance cover in line
with the Company policy.

The Company has a cordial labour relation between the employees and there has
not been any industrial unrest since inception of the Company.
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DIRECTORS’ REPORT

The Directors present their report and the statement of financial position,statement of changes in

equity for the year ended 30th June 2017.

Since the beginning of the year,no director has recieved or become entitled to recieve a benefit

which is o be disclosed, by reason of a contract made by the company or a related corporation with

the director or with a firm of which he is a member, or with a company in which he has a substantial
financial interest except for salaries,bonuses and other benefits as disclosed in the financial

statements

Principal Activities:
The Company produces Extra Neutral Spirit, Kenya Methylated Spirit,Industrial Methylated Spirit, Active
Dry Yeast and fresh Wet yeast from sugar cane molasses for both local and export markets.The

company also produces bottled spirits and carbon dioxide.

Results:

During the year 2016/2017, the Company produced 11.124 million litres of alcohol, 271 tons of Active
Dry Yeast,794 tons of Wet Yeast and realized a turnover of Ksh. 1,335.516 million (2015/2016: 1,853.448
million). The operating profit before interest on loans was Kshs 364,796,968 (2015/20165: Kshs.
538,632,319). However after charging interest on loan of Kshs. 263,367,654 ( 2015/2016: Kshs.
280,086,942), the Company registered a net profit of Kshs. 101,429,314 (2015/2016: Kshs. 258,545,376).
After charging corporate tax of kshs. 60,629,970 (2015/2016 Kshs. 30,834,032) the company registered
a profit of Kshs. 40,799,345 (2015/2016 profit of kshs 227,711,344).

Dividends:

The Directors do not recommend the payment of dividends in view of the cumulative loss position.

Directors

The members of the Board of Directors who served during the year are shown on page 5. In
accordance with clause 101 of the Company’s Memorandum of Association the directors are
nominated by the shareholders.

Auditors:
The Auditor General is responsible for the statutory audit of the Company in accordance with Article
229 of the Consfitution of Kenya and the Public Audit Act 2015 for the year ended June 30, 2017.

By order of the Board
SOLOMON AWINO OKEYO
Company Secretary

Date:
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Companies Act and Section 81 of the Public Finance Management Act, 2012
require require the Directors to prepare financial statements in respect of the
Company which give a true and fair view of the state of affairs of the Company at
the end of the financial year and the operating results of the Company for that year.
The Directors are also required to ensure that the Company keeps proper
accounting records which disclose with reasonable accuracy the financial position
of the Company. The Directors are also responsible for safeguarding the assets of the
Company.

The Directors are responsible for the preparation and presentation of the Company’s
financial statements, which give a true and fair view of the of the Company for and as
at the end of the financial year ended on June 30, 2017. This responsibility includes: (i)
maintaining adeqguate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period; (i) maintaining
proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the entity; (i) designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether
due to error or fraud; (iv) safeguarding the assets of the entity; (v) selecting and
applying appropriate accounting policies; and (vi) making accounting estimates
that are reasonable in the circumstances.

The Directors accept responsibility for the Company’s financial statements, which
have been prepared using appropriate accounting policies supported by reasonable
and prudent judgements and estimates, in conformity with Intermational Financial
Reporting Standards (IFRS), and in the manner required by the Companies Act and
PFM Act, 2012. The Directors are of the opinion that the Company’s financial
statements give a true and fair view of the state of Company’s transactions during the
financial year ended June 30, 2017, and of the Company’s financial position as at that
date. The Directors further confirm the completeness of the accounting records
maintained for the Company, which have been relied upon in the preparation of the
Company’s financial statements as well as the adequacy of the systems of internal
financial control.

Approval of the financial statements
The Company’s financial statement were approved by the Board of Directors on July
25, 2017 and signed on its behalf by:

MR. RICHARD K. AIYABEI JOSEPH C. MWAURA
CHAIRMAN DIRECTOR
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON AGRO-CHEMICAL AND FOOD
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Agro-chemical and Food
Company Limited set out on pages 22 to 57, which comprise the statement of financial
position as at 30 June 2017, and the statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of comparison of
budget and actual performance and statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section
35 of the Public Audit Act, 2015. | have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respect, the financial position of Agro-chemical and Food Company Limited as at 30
June 2017, and of its financial performance and its cash flows for the year then ended,
in accordance with International Financial Reporting Standards and comply with the
Kenya Company’s Act 2015.

In addition, as required 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, | confirm that, nothing has come to my attention to cause me to believe
that public money has not been applied lawfully and in an effective way.

Basis for Qualified Opinion

Capital Works in Progress

The statement of financial position reflects under property, plant and equipment a
balance of Kshs.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
below:

Report of the Auditor-General on the Financial Statements of Agro-chemical and Food Company Limited for
the year ended 30 June 2017
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Project Amount (Kshs)
Construction of new molasses 12,353,522
preparation station

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 International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of Agro-chemical and Food Company
Limited in accordance with ISSAI 30 on Code of Ethics. | 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. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my qualified opinion.

Emphasis of Matter

Tax Matters

| 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, | have
determined that there are no Key Audit Matters to communicate in my report.

Other Matter

1. Budget Performance Analysis

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

Report of the Auditor-General on the Financial Statements of Agro-chemical and Food Company Limited for the
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Budget Actual Variance Variance
(Kshs) (Kshs) (Kshs) (%)
Income 2,243,600,000 | 1,768,367,293 | 475,232,707 21%
Cost of sales 1,400,461,000 | 1,073,152,881 | 327,308,119 23%
Gross Profit 843,139,000 695,214,412
Expenses
Administration
costs 334,675,000 222,438,176 | 112,236,824 34%
Depreciation 140,898,000 107,979,269 | 32,918,731 23%
Interest on loans 283,631,000 263,367,988 20,263,012 7%
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 Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International 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.

In 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-General on the Financial Statements of Agro-chemical and Food Company 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
financial 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 Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
ISSAIls 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 ISSAls, | exercise professional judgement and
maintain professional skepticism throughout the audit. | also:

¢ Identify 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.

e 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.

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

e 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. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’'s report to the
related disclosures in the financial statements or, if such disclosures are
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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.

e 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.

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

e Perform such other procedures as | consider necessary in the circumstances.

| 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.

| also provide management with a statement that | 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, | 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;

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

iii. 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 & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 30™ JUNE 2017

AGRO-CHEMICAL AND
FOOD COMPANY LTD

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30TH JUNE 2017

Revenue
Cost of Sales
Gross Profit
Other Income

Finance Income

Costs
Administrative costs

Finance Costs

Total Costs

Net Profit / (Loss) Before
Taxation

Taxation Previous Year
Taxation Current Year

Net Profit / Loss after tax

22|Page

Actual Actual

2017 2016

Notes Kshs Kshs
5 1,335,516,279 1,853,448,405
6 1,073,1562,881 1,042,343,717
262,363,398 811,104,688
7 352,891,999 26,940,864
8 79,959,016 52,942,752
695,214,412 890,988,304
9 331,514,068 352,404,062
10 262,271,031 280,038,866
593,785,099 632,442,928
101,429,314 258,545,377
11 34,584,988 17,046,879
11 26,044,982 13,787,163
40,799,345 227,711,345




REPORTS & FINANCIAL STATEMENTS
FOR THE YEAR ENDING 30™ JUNE 2017

AGRO-CHEMICAL AND 4858
FOOD COMPANY LTD &

STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 30TH JUNE 2017

ASSETS

NON-CURRENT ASSETS

Property, Plant and Equipment
Intangible Assets

CURRENT ASSETS

Inventories and Work In Progress
Receivables

Short Term Deposits

Cash and cash equivalents

TOTAL ASSETS

EQUITY

Share Capital

Capital Reserv es
Accumulated deficit
TOTAL EQUITY

LIABILITES

CURRENT LIABILITIES

Trade and Other Payables
Provisions

Loans

Tax Payable

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITEES

18

21
22
23

2016-2017 2015-2016
KSHS KSHS
(12 Months) (12 Months)
2,625,268,847 2,297,843,353
12,908,396 18,905,754
264,702,121 190,887,118
313,281,903 513,038,433
987,557,905 881,927,012
48,464,030 344,227,057
1,614,005,959 1,930,079,620
4,152,183,203 4,246,828,726
60,000,000 60,000,000
2,000,165,592 1,718,390,029
(6.815,525,338) (6,574,549,120)
(4,755,359,747) (4,796,159,091)
54,371,203 315,594,439
25,756,549 25,603,656
8,797,331,562 8,683,963,908
30,083,644 17,825,814
8,907,542,958 9,042,987,816
4,152,183,211 4,246,828,725

Accounts on pages 22 to 58 were approv ed by the Board of Directors on July, 25 2017

and were signed on its behalf by:
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STATEMENT OF CHANGES IN EQUITY

AGRO-CHEMICALAND 4858
FOOD COMPANY LTD &

Share Capital Accumulated
For the year ended 30th June 2016 Capital Reserve ** Deficit Totals

(Kshs) (Kshs) (Kshs) (Kshs)
Asat 1st July 2015 60,000,000 | 1,718,390,029 | (6,802,260,465)| (5,023,870,436)
Profit for the year - - 227,711,345 227,711,345
As at 30th June 2016 60,000,000 | 1,718,390,029 | (6,574,549,120)| (4,796,159,091)
Asat 1st July 2016 60,000,000 | 1,718,390,029 | (6,574,549,120)| (4,796,159,091)
Profit for the year 40,799,345 40,799,345.
Revaluation Reserve / Gain 281,775,563 (281,775,563) -
As at 30th June 2017 60,000,000 | 2,000,165,592 | (6,815,525,338)] (4,755,359,747)

<
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REPORTS & FINANCIAL STATEMENTS
FOR THE YEAR ENDING 30™ JUNE 2017

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30™ JUNE 2017

AGRO-CHEMICALAND 458
FOOD COMPANY LTD &

2016-2017 2015-2016
(12 Months) (12 Months)
KSHS. KSHS.
Cash Generated from / (Used in) Operations
Cash from Operations 25 19,914,872 701,913,841
Interest paid
Dividends paid
Taxation Paid 23 (13,787,153) (9.358,680)
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