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Rivatex East Africa Limited (REAL) is incorporated as a limited liability company under the companies ActNo' 17 of 2015 and its operations are also regulated in accordance with the state corporations Act. Its
shareholders comprise of Moi university with ninety nine percentum (99%) shareholding and Moi university
Holdings with one percentum (l%) shareholding. Moi university acquired the company in the year two
tlrousand & seven (2007) for haining, research, extension purposes as well as for commercial pu{poses.

RIVATEX EAST AFRICA LIMITEDANNUAL REPORTS, FTNANCIAI II1I"M'*iS, S'C*IFICANT ACCOUNTINGPOLICIES AND NoTEs ro THE rrNeNcr.tt siATEMENTS FoR THE yEAR ENDED
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ANIYUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTING

POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
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{ _^lryNUAL REPORTS,
POLICIES AND NOIES

.RIVATEX EAST AFRICA LIMITEDFINANCIALsTATE]\,I-ENTs;;i;#FICANTACCoUNTING
ro rHE,iH'^=Sffiri^*iiil,Jrr 

ron iiir'ffiil ENDED

--_-r

(.ortt Br lstNfrss o[' *IV"r'r'nx ]rA.s't .4rrRr( r \ r,Ii\rI.r.EI)

The company's major objects as set out in the company's Memorandum and Articres of Associationincludes textiles manufacturing, taining, research and extension.
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BANKERS

Equity Bank of Kenya ltd
P.O. Box 22lO-30100, Eldoret
Tel: +254-053_206090?

Fax: +254-053_2031777

E-mail: info@equitybank.co.ke

Website: wwu,. eq uitlzbalrk. co.ke
Eldoret.

INDEPENDENT AUDITORS

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

.i1 _ .. +- --
P.O. Box 4744 _30100

f,#
to

Rivatex East Africa limited

&"

nvatextextile

info@rivatex.co.ke

lYlyw!:lvatex.co.ke

@Sivatexltd

Kenya Commercial Bank ltd
P.O. Box 560 _ 30100, Eldoret
Tel: +254-053_2062241/2

Fax: +254-053-2061259

E-mail: xretailmngreld@kcb.co.ke

Website: wrvw.k cbban k qroup.coru
Eldoret

CORPORATION SECRETARY
Tecla Turn (Mrs), (CpS), LLB,
Kipkaren road, off Eldoret, Kisumu road
P.O. Box 4744-30100,

EIdoret.

l. INSTITUTIONAL DETAILS

PRINCIPAL PLACE OF BUSINESS & CONTACTS

Rivatex East Africa Limited factory, Kipkaren road, offErdoret- Kisumu road, E,doret.
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PRINCIPAL LEGAL ADVISER

The Attorney General
State Law Office, Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

SOLICITORS

Rioba Omboto and Company advocates
Muya House,2rd floor
Kenyatta Street
P.O. Box 4837-30100
Eldoret, Kenya
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academia and social sector. He rs curently an Assistant professor ofLeadership at United States hrter:rational Unrversrty (USIU)_Afi.ica.He has previously tauglrt at Strathmore Unrversrty and was also aResearclr Fellow at Regent University, USA, where he helped foundthe Regent Centre for Entrepreneurship, which advocated for startingethical and sustainable businesses that bring about social, economicand spiritual transfonnation amon g disadvantaged populations
Dr. Koshal has also presented in rnternational conferences in the areas of leadership and governance,and business developrnent. He has auflrored a book, a book chapter, papers and reports on researclrconducted on entrepreneurship, economic development, kingdom business and leadership. He has alundertaken several consulti

Chairman

Dr. Jererniah Ole Koshal is a seasoned governance and Ieadershipexpert with over fwenty (22) years of experience rnainly ilr
one

so
helping train entrepreneurs
Further, Dr. Koslral helped

ng pro.lects in the area of
and corporate leaders for a more

leadership and business developrnent, as well AS

design practical social enterprise that generate

transfonnati

nrcome andjobs for the local

ve workplace and society
people. Dr, Koshal is also an avid grarrt proposal writer

Director

P'of' Co',ette Akotrr Suda, cun'entry the principar secretary, state department foruniversity Education and Research, Ministry of Education. she is trre formerSecretary for Ge,der and Sociar D.u.lop,,.nt, Ministry of Gender, chirdren andSociar Development. previousry, she was the Director, Institute of African

i,rJ,l;;:.",0 
Director, Board of Cornmon Undergraduate Cotrses, University of

She also sen'ed as a member of the National cornmission ou Gender and Deveroprnent and a memberof the Advisory Board of the wotnen E,terprise-Furd, u,rong others. prof. Suda is a fu, professor ofSociology at the Institute of African Studies. She is , r'.ilo* of the Nationar Academy of sciences
$flffJ 

"t],f,rT:r[ff:J' 
an extemal Exatniner at Moi university, Maseno university and the

3:.,::1ff;,',:"fff,f;,'X::#:I::.:,,fi,'#te sovemance, servanr readersrrip, change management,

vil
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'-lr' i, .:,tl )ti_1i,r I'l.iI,.r:i.t,.,:

:i';:iii,r'-,:1.!..:._..-,r,_iUfrr:.::.t:.!irrtitr?tjr-..r7t.tr:.)a;.-lq.g._.a..:!11:;1;i;:{r$!l!:,,,,,ri.,.i.:

Ms' Betty Maina is.the Principal secretary, State Department of lnvestme,tand Industry in the Mirristry ol;d;;, 
flade *Ji;il;;ii,u", Berbre rrerappointrnerrr, she served as trre p.r,,.i'prr sil;;;#frliir,r,.oy of EastAfrican Affairs. rvrs.. rvrairia-r,*"#*. than-22 years, experience inorga,izationar read_ersrrip and a.r.rop,,.nt, witrr an abirity to prepare andimplement sfi'atesic 

. 
turin.r. 

-;ffi 
and mobirize resources forimplementation, t.a]ts trrut ptr"" rr.."r, ,lor,egic positiorrio effectivery Ieadtlre coordinatio, of Ea" arii.", c",rr*,ri,, i,tegration in Ke,ya.

Director

Director

He also worked at the Intentational Monetary Fund GN@ in variouscapacrties for over 22 years, both in policy making Departments andnon-policy making Departments as st/Senior Economist and
EconomiDeputy Divrcron Chief. He served as Head of the Fiscal and MonetaryAffairs Deparhnent, Treasury fiorn 2004 to 2005 and the EconomicSecretary and Head of

*Lf g]'l[li""r"1*' u,' th: Principat secretary or trre Narional

"iK;;;""ri*,:hfl :'t"lrxL;*:l',,fl0",*3"1:trJTarJ.#:?fl
Economic Advisor in rhe Mfi;ffy;;#uo., fiom the year 2010.

l"ris' ii'':i.r' '"i;lr;,' Ms Mai,a was clrief Executive officer of the Kenya Associatio, ofManufacru'ers where .h. ;;;;;iy.oversaw the doubring of rnernbership of
seruices offered 

^t 
tr,. ,,uti111"1Tff.::,1"r, 

bur atso .rruUr,.r,"o seven.riliir" 
"nices 

ro comptimenfthe

N4s Mairra also ltas keen interest and experience in Tmde poricy, Regionar Integration, private sectorDeveloprnent' Industrial Developrni,ii, puuti. pii;;;*roe,,.,^;,"o;,;r'ffj 
Society, SustainabreDevelopr,enq Integrated deverolirnent, Eclucatio,, ;";;r. Sustainabirity, Gor",rrrr",rt Rerationsand Advocacy.

she attained a Master of Science Degree 
.in Developrnent Adrninishation and planning fiorn theUniversitv college of London lr-iqeiir,"uing ,t;,ai."iiuro r"o,,;;i;;;;;r;Lriu..rity of Nairobiwhere she attained her uudergraJ*ut i.gr"" in t qat. ir* r*, atso ,naert.r.r,, .rr"n courses in severalkev areas' among thern B-udgltirg;;;;u,,.rut vur*;ffi,lHa.raJunir.rriill, 

Deveroping Anti_Coruption Strategies lwoJd nrrt,-Wlrfrilrgtorl, CZrirr,r,a O.r,.f"pir.,,i,irr"nning (Universityffli:Tdt?,:i:li"'Ji,l:,tiin; ffi;?. Rlii.I,"'iX'i.i",,. s..iol^o.u.iop*"nt (srathrnore

Prior to joining the ?ublic Service, Ms Maina was the Director of her consriltancy fir.m: BECEM
fillTi,,Tfrf;i^1,fl;i*:f,,':;,i}tr*trffi*fu:,,ftics: enaryti.i'un"..onomic consurting

2005 to 2008

viii

Economic Affairs Department, Treasury from
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and apost graduate diplorna

j,.,'i1 , I i.s,7,,1-,1ii;rtr {. iiil.lr,ri,

Director

Director

Director

Temba is a Deputy Director in the state Departrnent for UniversityEducation and Research, Ministry of Educatior. witt, u .**.. spanningover 22 years' experience in the education sector, he has served at trreTeachers Service cornmission as a senior adrninishative officer beforemoving to trre Minist.y of education. His expertise is in quarity assuranceand ICT in education. He hords a Master degree in Educatio, ,rurug.*.ntin ICT and knowledge management.

Hezekiah B. okeyo hords a Master of Busi,ess Adrninistration (MBA) inStrategic Management from the Eastern and Southem Afi.icanManagement Institute (E'AMI), Tanzania;Master of Science (MSc) inEnvironme,tar science a,d Technorogy from the LTNESCO I,stitute forEnvironment a,d water, Delft, rhe uetirerrands; and Bacheror of science(BSc) in Industriar chemistry from the University ofNairobi. He rras over27 yeax' experience in private sector development and indushialpolicy/strategy researclr and anarysis. He rras .epresented the Ministry tothe Board of Directors of severar State colporations for a period spanningover 17 years

1/':"',

I.,'i;;. :; 1111i,.,,11 I{ilrr^:: r

Ms' Eunice Kigen hords a Bacheror of commerce Degree (Accounti,goption) from the university of Nairobi and an Executive Masters of\ iJ;ffi *iT i: ]3"'."J"T}H i?x;frT:**#Hl, il$L,:
Ms. Eunice has wide experience in pubric Sector Financiar Management,having worked in trre Government in senior posrtrors in trrat fierd for thepast l7 years. currentry, she is flre Senior Deputy Director of Budget at theNatio,al Treasury. She is also the Artenrate Director representing the

:ffi::lJ.cretary 
Narionar rreasury at the Board of Kenya At il;

tx

#
t.
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Director

Independent Director

Lucy Wanjiru Gtundu is an accountant by profession havrng shownexemplary service in various deparflnents rn the civil service. She hasover 40 years of work experience in the same field having the opporturityto diversifu her qualifications. Her areas of expertise include corporate
It4s. l-ucv W. 6ituntJu

governance, auditing, shategic planning, budget making among othersShe has worked in several goverument ministries including Ministy ofDefence, Minisfy of Finance-Crstoms Departrnent, Minishy of HomeAffairs and National Heriage, Ministry of Transport and Commun rcatron and then back to the Min rstoyof Finance- Deparfment of Government Investments and public Enterprise (DGIPE). She has had theDirector to the permanent

Prof' Kosgey is a professor of Anrmal sciences (Anirnar Breeding andGenetics). He is currentry the vice-ch-anceror ofMoi university. Beforehis appointrnent as the vice-chancelror, he was the Deputy vice_chancetlor (Adminisrrarion, Frr;;;; ;d Deveropment) at LaikipiaUniversity (Laikipia, Kenya).

Prcl Isa*c J' l.'qr"^"" Prof' Kosgey holds a Doctor of Philosoprry degree in Animal scienceswageninge',,,.;;r#==*;l:**:rrl#e[*#l*::ij."'rTir:,i";
degree in Animal Production una u"oiproma in Animar Ftusbandry with Distinction, both from Egertonuniversitv (Njoro' Kenva), a Diplo# in Law *ith D;;;;tion from ,,.?;;;" University (Thika,Kenya) and a Master of Busi,ess Administrtiorrrt .t"gi" management)from Kenyatta university(Nairobi, Kenya).

prof' Kosgey has wide experience in pubric and university adrninishation andserved as the chairman of the Department of Animar sciences (october ro, ,rri-i1ffif,iliil3;;:iand Dean of the Faculty of Agriculture (september lt, zooo-s.ptember r0, 2010) at Egertonuniversity' Deputy Principal raiminist ation, pranrirg ;a^o.u"top.r.ng ur-ru,r.roru Universitycollege of Egerton university iorroC", :, zor r-rebruai, 16,^?g1r),A*ing Deputy vice_chance,or(Administration' Finance and Development) (Februa oit,- zotz-irrr tliioill *o Acti,g Dean,Institute of Arid Lands Management (Ivrav 9,2012- o"iou", z 3,2014)il;;;ipia universiry, and#,#i,",}it:;nTl;1#,H:l;j:rm;""'Li'fi' ini,,ur breeding unJ e"o.,i.s at Egerton

opportunity to serve as the Alternate

x

Secretary (then), Treasury and has sat
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on various boards including Rivatex East Africa Limited, Agricurturar Finance corporation, a,dcouncil Mernbet in the Board of Directors goveming councir of Moi University among otrrers.
Director

Dr' Eric oyondi Nganyi is the head Depar-tment of Manufacturing,Industrial and Textile Engineering at Moi Uliversity. He holds a Bachelor,sdegree, a Master's degree and priD degree in Textire Engineeri,g. He is anrember of the Textire Institute, Mancrrlster. He is arso a member of KenyaInstitute of Management. He has over 22 years, arp.ri"r"" as a lecturer,and f,rther 1g years of wo.king in the textire industry in Kenya.

Managing Director

Professor Thomas Kipkurgat is the Managing Director and ChiefExecutive officer at Rivatex East Africa Lirnited. He hords a Doctorof Phirosophy degree in Agribusiness Managernent frorn TexasTech University (usA) He has a Master's degree in BusinessAdministr.ation fronr Abilene Christian University (USA).
Before joining Rivatex East Africa Lirnited, he worked with MoiUniversity as the Director of Internati onal Linkages. He also workedas the Director of International and Multicultural I_inkages atOklahorna State University (USA) for more than l0 years. He has also attended and presented innunlerous semrnars, conferences and workshops both locally and intemationally, presenting on variousareas such as in transfornrative I eadership, management, mtcro-enterprise development, among others

xt
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Finance & Administration Manager

He hords MBA in Shategic Management, Bac,erors in Accounts andCPA K. He is a member of ICPAK.

He is responsibre to trie Managirrg Director fbr trre overa, ma,agernentof the Finance and Accounting Function.

He advises the Board on all financial and accor"urtin g matters, ensuringprepa_ratron of annrnl budgets; veriflri ng financial managernent andbudget perfbunance; lnobilizing and rnanaging the Cornpany,sfinancial resources; ensuring compl lance to accounting standards andregulations; ensurin_u ntaintenance of proper books of Accounts; overseeing the preparation andsubrnissiolr of statutory returns: the preparation of Board pap ers on financial matters

Sales & Marketing Manager

.Y..G.gff.ey Lang,at holds a Bachelor,s degree in Sales andMarketing

ANNUALREpo^Rrs,Ifi 
ift l?ir'#i$ryph1i1til?p,.o*rAccouNrrNc

POLICIES AND Nor's To rnr rinrryyctAl siartilrrNrs FoR rHE 
'EAR 

ENDEDJon{ JUNE 2o2o

He is responsibre for creveloping and r-eviewi,g sares and marketingu,, policies, pra,s and shategies, coordinatirg the irnprernentation oft*u. sales a,d rnarketing pturr"*J'.hategies rbittre .orrpuny; rnarkeringfl&'' arrd promoting co,ifurf;r piJr.rs;.coordinating rnar-ker surveys todetennine customer reqirirernents; identifying po'tr;tiar m arkets forthe Cornpany's prodttcis and recommend appropriate mechanismsand initiative to enhance sales increase;

Quality Control & Assurance Manager

Eng' Hosea Kipsang hords a Bacheror of Science in Textire Engineeringand Master's degree in project frAanagernent.

He is responsible for deve loping, revtewulg and irnplernenti ng Factory(Production) infi-ashucture pol rcres, regulations, procedures, systerns andstralegies; developing, revrewing and imple rnenfing quality assuranceoperatrn g manuals for the nran ufacturing Division, devel oprng qualitypararneters, rnstruments and guidelines for rty assru.ance;qualrnplenrenting quality pararneters of basic ra\,v materials (Cotton, sliver,yaflts, modern fabrics, net processrng of finished goods) in liaison withthe respecttve Depaftments creatlng awareness ol1 quality of raw
institutionalizing quali

rnaterials, production and finished products promotrng andty and continuous rmplovement rn production chaIn; carrylng out scheduled andcorrtrol, analyzingsamples as
rzndonr quality test checks and process

xilt

per plan and standards;
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Engineering Manager

Eng' caroline Mureithi holds a Bacheror Science degr-ee inMechanical and production Engineering.

She is responsible for developing revlewlng and irnpletnentingFactory (Production) irr frastructure polici es, regulations, procedures,
systerns and strategies; devel opurg, revlewing and irnplernentingproduction and maintenance operatrng manuals for the manufacturingDivision;coordinating the fabricati on of production machines,equ,plnent, parts and spar.e pafts; coordinating installation and testingof nucliines and eqr.ripment, producin g and dishibuting utilities (Stealn, compressecl air, water, hydrantsystem, electricity and Hurni dification plants); carrying out civil, electrical and rneclianical works;mouitoring and evaluating engrneenllg works; conducting nrspection of coutractors works for issuanceof completion certifi cates

Human Resources and Development Manager

Mr Joseph Kurgat holds a Baclelor's degree in Human ResourceManagement
He is a rnernber of IHRM

He is responsl'ble for coordinating the fonnulation, revlew,hannonization and irnplementation of human resource managementpolicies, guidelines and regulations; ensrring institutionalization ofperfonnance management including perfonnance appraisal systeln;interpreting and advising on hunran resource managenl ent policies and regulations; developing hurnanresourc e managen)ent plans to ensrre effective successton lnanagement in the company; monitoringthe implementation of human resource rnanagemetrt policies, rules and regulations and analyzing theirinrpact on the company,s staff; overs eerng the development and malntenance of an up_to_date humanresource lnanagement database, overseelng the monitor.ing, evaluation and auditing of the cornpany'sIlrman resource management actrvities and programmes; and facilitating human resource planning,cornmunlcation, discipl ine, employee relations, remuneratron and staff welfare in the company

xtv



ANNUALREPORTS,'fi X*:ff#}ffiR+},#i?S,CANTACCOUNTING
POLICIES AND NOTES TO THE TIN4YCMT Si,tiiITENTS FOR THE YEAR ENDEDlomluNe 2ozo

llti*,rvt&,{5#Sl,ri$t+-,?fisi;$X#tr,

Spinning Manager

jlq cnarles Kipchoge hords a Bacrreror of Science degree in Textile
.Englneeflng.

He is responsible for developing revlewlng and implernenting Factory
@roduction) infrastnrcture po I icies, regulations, procedtues, systems andshategies; developing, reviewing and implementing production andmarntenance operating manuals for the manufacfuring Division;Eng. Charles Kipchogcr coordinating the testing of rnachines to determine its performance;
coordinating the carrying out of prelirn urary feasibility and detailedstudies on production of yarn; coordinating the preparation and review of detailed design works;deterrnining the appropria te raw rnaterials frorn suppliers; coordinati ng the preparation of draw frarnesliver to reduce its linear density and inserting sligllt twist to form rovxtg; undertaking research andtechnological innovations oll emerging rssues on sprnning process; preparing rovrng through draftingrollers to a required yam, linear density and inserting the required twist to yarn to strengthen the yarnand packaging in a bobbin; providing specification of rnachine parts to the en gineerin g/purchasin gentity; monitoring and evaluating splnnmg processing steps to ensure quality standards of the yarn;coordinating the undertaking of preventive maintenance;

Preparation & Weaving Manager

Eng. Peter Mugo hords a Bacheror of science degree in Textile
Engineering.

He is responsible for developing revlewtng and irnplementing Factory
(Produc tion) infrastnrcfire policies, regulations, procedures, systems and
strategies; developing, reviewing and implementing production and
mamtenance operating manuals for the manufacturing Division carrymgf:ng" Peter Muecr preliminary feasibility and detailed studies on production of fabrics;
preparing detailed designs works;

identifying defects in raw material and make appropriate recommendation ; coordinating the testing ofmachines to deterrnine its performance ; provi ding spe cifi c ati ons for the procurelnent of rnachines andequrpment parts and spare parts; coordinating the conversion of cones/cheese from spinning to softpackage for dying; coordinating flre rewinding of remnant cone/cheese from waring machine;overseeing the Convenion of cones/cheese (yarn) to warpers beam (warping); shengthening obtained
starch binder, softener and pva);wapers beam (yarn) through sizing (adding
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technological innovation on emerging issues on spinning process; prornoting quarity and continuousimprovement in preparation and *"urirg; supervising the converting yarn into fabric.

ie$+'!r({*t!ir+Ns.{3eii*1r"*if!B*r.,gr&r,.i.43f..,.tta*ir&{4T.{ptr}fihtia}*.3etflqa.-xd;trir4i

Processing Manager

Eng. cl*istopher Mai*gi holds a Bacheror of science degree inChernistry

He is responsible for developing reviewing and irnplementing Factory(Production) infrastructure policies, regulations, procedrres, systems and

*
stategies; developing, reviewing and implernenting production andrnamtenance operating manuals for the manufacturi ng Division;

L ng. {." ir rilr"i,"p-ii,p; ir.,,li,r! riqi coordinating the conversion of fabrics to finished products tlrough valueaddition namely i.e. bleaching, rnercenzmg, prrnting, dyeing and finishing(nrechanical and chemical finishing); designing, reviewing and engraving new designs as per customerrequrrements ; coordinati ng the Setting of recipes and chernical fonnulation ; supervising the matchingof colours and pattems to ensure customer satisfaetion coordinating the testing of rnachines todetermine its performance; ensuring flre irnplementation of health and safety requirements inoperatlons; coordinating the overhaul and rnodification of machines and urachine parts; promohngquality and continuous improvement in textile manufacturing; undertaking research on emerging issueson processng matters; coordinating the mspection of finished products and conducting periodic productanalysis of finished goods; and prepanng reports on quality, stock levels and general operations

ft
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CHAIRMAN'S STATEMENT

It is rny pleasure to present the anuual financial staternents for the year ended 30tr, Jtme, 2020.
Rivatex East Africa Limited is driven by the goal of becoming the Ieading f,ily integrated text,e mi,in the East and cenkal African region that produces high quality ard rrp..i-o. t.*tites products. In orderfor us to realize this goal, we ha"e focused on ,node.nlins urr ou. rnu.hin.o *irr. entire factory withthe sole dete,nination of becoming an industry leader in iroa,ction of quarity text,es in trre region.r am pleased to announce that *" l'uu" successfi.rlly commissioned the rnodernization project fundedby Export import (ExlM) Bank of India wiflrin the siipulatedtime and budget. otrr.. machines acquiredtl,ough the fllnding from Goverrunent are still being installed and will be Jornmissioned before the endof the 2019/2020 financial year' we believe that the ne* state-of-the-art macrrinery and ultra-modernfactory will support our arnbition and ensure eflicient and sustainabre production is achieved costeffectively and grow our nrarket readership positiorr in trrr.rgion.

Dear Shareholders

Oveniew of Business Environment

Corporate Social Responsibitity

The Government has identified the textile i,dushy under the rnanufacturing as among the .BIG Four,Agenda of the Governlnent which will catalyze economic growth in the country as well as increaseemployment opportunities for the youth and women. The Government is keen o, strengtheningmanufactuing indush'ies through the 'Buy Kenya - Build Kenya shategy, which seeks to enhancecompetitiveness ald consumption of locally produced goods and services. The presidential Directive

il ff;il':iill,ilHffiniij:;i ,,ffi 
,'o'u""iio -o r.' for rocauv produced goo ds wlr sp ur

The prefere,tial access to regio,al and world markets under a number of agreements/arrangementscreates a roadmap for future strstainable market for export. within the coilEsA tradi,g bloc, theKenyan textile indushial base is one of the rnost deveroped. Mernber countries of the regionar blocenjoy preferential tariff heatment for their irnport. *a.*po.tr. REAL can benefit immensely from thismarket in selling textile products' The ten (10) year extersion of African Growth and opportunity Act(AGoA) in 2015 has further increased the opportrurities that Rivatex East Africa Limited can exproitin order to grow and be profitable upon completion of the modernization that is being undertaken.

,?:fi3llJfffi;::f ,:,t"'l.t"r*,#'nts 
and shifts Rivarex is straregicarv praced to be a grobar

Rivatex recognizes that for sustainable $owth and profitability it rnust pray its role in society as anethical and cornpliant company i' r'espe-ct to commu,ities, legal requireme,ts and the environment.During the financial year Rivatex Easi Afrrca Lirnited supported severar projects and activities thatimpacted positively on the lives of communities and society at.large. During ure fenoo, the companysupported two students in secondary schools and donated fabrics five children lro,r"s. The companyadopted greener production practices that protect the environment and minirnizes the damage to the

xvil



- - 
ANN UA L R E p o*si rff xfi :tr'ff litffi fi +r: ffi il?B, cANr AC c o u Nr r NG

polrcrEs AND Nor,d ro iH;.ii,F|,.iii:?;',iir.*r, ron iiri 
'EAR 

uNorn
-Jt::. i}de::tiliri;ft l: t .. " _.,! :.-a :,i. :.r .i

; r :ir::;i ;:!-ksy t -r jgi !.i*t!{!ii.*. -?:.;;.,:: i};.\ i r'fr fi r+taA,4ij.. Crrrlixiir?- :?j;+:.,.tJ,, d-_rj, ;.4aenvlronment and the soclety. We take cognizance of the fact that abiding by the set regulations anddoing the right things rn terms of decisions and actions, rmmensely contributes and sustains our futuresuccess as a Company

Future Outlook

Corporate governance

The Board remains focused in its effort.to steerthe cornpa,y to s,stainable profitab,ity. Rivatex isnow fi,alizing the installation of machine, in pror.rrin* a.ounnrent. we lrive modernized all thedepartments aggressively with a view of maxirnizirrg or-tft emerging opportunities and consequentrydeliver supedor shareholder value. The company will realizel,r*.ir.'i*j*"r,"n accrued frorn theintensive modentization being implemented and it shall address the input .iuti.or., of various EpZ
il:;tX"TJ#;JtilT.:l:ffi I.:[Tin";SSITi?"f ;;;",;ffi orrabrics.u".,f .,.

The cornpany foresees contiuuilrg gowth in the fashion and textile sector, driven by fashion and brandconscious consumers who care auout latest design and highest quarity products at a rerativery affordabreprice' Accordinglv' tl.re company expects to benefit from this ircreasing a.rr-o by leveraging itsreseatch and innovation couplea wiitr our competitive edge is our nnlshing: technorogy and pastunprecedented reputation in terms of quarity and loyarty among customers.The cornpany is in consultation with Globat aesigniouses at Export processing Zone who have visitedthe factory and identified the Effluent Treatrne,t plant as the only remaining modernization for our
i:'.*H:: ffi'.'lrl'trl[,|s 

required under africa Gowth opporrurity A; ror textle products to

on cotton se,sitization' Rivatex East Africa Limited tluough the Ministry of Industry, Trade a,d co_operatives collaborates with other Government i,sfit,tions tit . r'ior. crops Directorate of Agricultureand Food authority (AFA), Kenya Plant Health inspectorat. ...ui.. (KEPHIS), Kenya Agriculture &Livestock Research orga,ization (KArRo), farmers, grrrr.. and spi,ne.s through signed tripartiteagreements for the creatiott of public awareness (sensitization), sustainability and murti sectorar r*ralindushializatio,' Through these inclustry li,kages the fanners will be sure of ready rnarket for theirproduce and at competitive prices leading to job creation, wearth creation and poverty a,eviatio,.

The cornpany contfirues to believe in the,importance of good governance and sees it as imperative toour business at all levels' The cornpany has a properly lrrrri*r.a Board of Directors wiflr trre fourBoard committees with properly ttiouiterms of reference. The Board charter in ptace contributes inguiding the interaction between the Board and other stakehorders.
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Appreciation

Thank you.

g. Chairman, Board of Directors

on behalf of the Board of Directors of Rivatex East Africa Limited, I want to thank the Govenrment ofKenya' Moi university council, Management Team and allthe employees for their commitment andsupport and continue to extend to the company to ensuring that Rivatex becomes a worrd-crass textiremanufachdng, research and product development facilityl
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Allow me to present trre financial statements for trre year ended 30h June 2020

Production Capacify Enhancement

Financial and Business performance

The Government of Kenya has steadfastly supported Rivatex East Africa Linrited through arocation offunds which have been utilized prudently through u.q,ririi.n of state-of-the-art rnacrrinery. we havesttccessfully i,stalled and commissioned 95% of the rnachinery acquired under Exim Bank of India andH'E' President uhuru Kenyatta officially inaugurated the rauncrring of the ultra-modem factory on 2r.tJune' 2019' Tl,'ough modernization*t ,trutt be able to p.oJu". cost effectivery, increase productivityand quality of ou products' and thus be cornpetitive to attract huge orders from the apparers

ffi:f:H:;J:L'.Tlnf:iffj;-ected to shift to trre Speciar Econornic Zones in rhe near n true

This year's perfonnance was adversely irnpacted by extensive modemization works in the productionfloor' with e,ormous civil works, dernolition or ota machinery, coupled with challenging business

;:.:X::ffi:JH:],T;Hilterrzed 
bv high operati,g costs due to the inerficiency and the persistent

Despite the challenges experienced, the management with trre support of the Board of DirectorssSmchronized the production with the ongoi'g works without interruptions which wo*ld havenecessitated the compalty to close down in order to finarize on fulr rnodernization. Managementdedicatedly ensured that civil works were completed as pranned, haining of staff was carried out

ffi"j]Hl|iij[,[t,$3]|!'ornew machines *e.e dore consecutivery as envisaged in trre contracr

The company registered a one hundred and forty-two per centurn (I4I7o) increase in tu.nover frorn onehundred and four rnillion' nine hundred and forty-six ilrousard, seven hundred and sixty-four sh,rings(Kshs' 104'946'764) recorded in the previous financial year to two hundred a,6 fifty-tr,ee mirion, twolrundred and seventy two thousana, eiglrt hundred *a ri*iv-ox shillings (rsns. is:, 272,g66).Despite the challenges' the company ,eco.ded an increase ortventy four per centum e4nin its non-current assets from five billion, one hundred and eighty tlrree rnillion four hundred and twenty fourtlrousatd seven hundred and eight shillings (Kshs.i,t g3,424,70g) to six billion, four hundred a,d
U:ilyr,il:;r,':iill'' 

five hu,dred and sixtv one thousand, one hundred and eigrrt shlrings

Rivatex East Af ica Lilnited registered a twenty fo*r per centum (z4%)growth in its fi,anciar positionfrom six billio,' sixty six million, seven hundred *a nir.tf six thousa,d, nine hundred and twe,tyfour shillings (Kshs'6,066,796,924) recorded in the p."uious financial year to seven billion, five
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hundred and nineteen million, three hundred and sixty six thousancl, one hurdred and eighf eightshillings (Kshs'7,519,366,188). We expect to record a further grolvtlr in net assets in the 2020/2021
financial year especially with the transformative modernization in processing departrnent.

Business Environment

The textile and apparel sector ltas been identified by the Kenyan Government as one of the sectors thatwill accelerate the country's economic growth. with the recent positive trends and developments in theglobal and regional textile industry Rivatex East Africa Limited is fast-tracking flre irnplementation ofits rnodernization shategies in order to take advantage of the expected shift of production andrnanufacturing sites by leading textile brands.
Rivatex East Africa Lirnited will continue scanning its environment for opporhrnities and options topursue in order to ensure sustainable growth and profitability. The company will continue to innovate
new products to its customers and maximize value for shareholders in line with the corporate values ofteam work, quality and innovation. Ernphasis will be placed on cost reduction tlrrough efficient use ofplant and working capital resources.

As a Moi University facility the company has continued to support the University to achieve its goals
as stipulated in its charter through training, research and extension. Moi university through REAL was
awarded a Center of Excellence in textile by the World Bank, further the company played a vital rolein the accreditation of both Masters and Doctorate Degrees in Manufacturing Industrial and Textiles
curriculum by cornrnission of university Education and during the establishment of the Digital
Literacy Programme.

The company is also banking on the 'Buy Kenya Build Kenya' initiative to boost market shares andpenehation to Govemment tenders which would otherwise be inaccessible without ttre initiative. The
initiative will go a long way in prornoting ease ofbusi,ess and boosti,g our revenues thus profitability.

Corporate Strategy

Tlre cornpany is formulating a five year Strategic Plan to cover the period 2o1g/2a20 b 2024/2025.
The rnain purpose for the strategic Plan is to fast tack flre achievements of specific milestones
supporting the sustainable production and long tenn profitability of the cornpany. The cornpany has
fnalized one year production plan which was infonned by sales and rnarketing plan which was
developed with clear analysis of products to be produced for both the local, regional and international
market' The management is also reviewing the organizational skuchue and human resource policy with
the intention of having a Iean management that would facilitate fast decision making and ensure
efficient and efficient workforce.

Staff development remains a key strategy to enhance the value of our humau capital. Duing tlre
financial yew,43 employees were sent to India for trainings and we other short training have been
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P Thomas Kipkurgat, EBS
Managing Director

carried out across all cadres ofstaffto ensure that identified training needs are addressed to developskills relevant to the Company,s business.

The company falls under the Manufactuing pillar of the Government,s Big four Agenda, given thevital role the agenda plays in supporting the industry, the company is making progress of actlalizingthis pillar and aligning its colporate strategy with trre vision 2030.

Thank

Appreciation
The progress that we have been able to tnake in20l9/2020 financial yearwould not have been possiblewithout the dedication and expertise of our employees, to whom I extend my sincere appreciation.

During the year' the tenure of Dr. Koshal as the chainnan of the Board ended. we wish to sincerelythank Dr. Koshal for the contibution during his tenure on the board.

I would also like to thank the Board of Directors who have provided wise counsel to my colleagues andmyself during the year.
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Rivatex East Africa limited rras 3 Strategic pirars and objecti20r8r20rg'2022/2023. These shategic p,lars are as forows:
ve within its strategic plan for the Fy

Pillar l''nprove productivity and cornpetitiveness of the factory.
Pillar 2' Develop and expand markets for products and pr.oduct diversification.
Pillar 3. Capacity and management efficiency

Pillar I' Improve productivity and competitiveness of the factory.
wrile for a long period the company had been using the haditionar spinning tecrrnorogy wrricrr had Iowproductivity and Ionger production .hui, b.fo.. ,."unirgfrireatizatio, of Jsable yarn in weaving. Thecompany also was lacking in combi.g technology 6. .rnun.ed spinning of finer counts. Theproduction process needed away of curbing higher process waste levers.

Pillar 2' Develop and expancl markets for products and product diversification.
Having been out of market for ahnost, d:.^u9r, tlre rnarket penetration for REAL products was fbcingchalle,ges' The rnarket awareness that REAL existed *u, lirited. The market srrare for trre productswas negligible nationally and almost nonexistent internationaily. Arso proa,,"i oirersification to meetdifferent rnarket segments was necessary.

Pillar 3. Capacity and management efficiency

The cornpany was to efficiently rnanage its human capitar to create var,e for customers and acrrievecompetitive advantage in the rna'ket' ttre structures for recruitrnent, human ."rou."" deveropment andretention was put in place' The organization structrre was reviewed to meet trre expanded cornpanymandate' There was need for i*formation management system to automate processes.
Rivatex East Africa limited develops its annual work pra,s based on trre above tr,ee pilars.Assessment of the Board's perfonnance against its annualwork plan is done or-u quun"rly basis. The
;ffi:ffi,:,H;,1#,ffi3#ance 

targets set for the FY 2o1s/2020period for its three pirrars, as
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Strategic
Pillar

Key Performance
Indicator

Activities
Ach ievements

Pillar I

Objective

productivity
and
competifivene
ss of the
factory

Improve

production chain
in sprnning

2. Spinning of Frner
yam counts

3. Variety of fabric
for the market

4. Reduction of
process waste
Ievels

shortened

Installation of combing
machine
Installation of new blow

room.
Installation of modern looms.
Equipping laboratories witl-r
modern apparatus.

2.

3.

4.

5

lnstallation
frame

of modern ring
productron ofyarn
to 3 tons per day.
This increased
sales from yarn.

2. Production of finer
yam counts NM 46
NM 47 and NM 50

3. Iastallation of new
equipment led to
Training of staff.
This contribute to
increase in
efficiency,
productivity and

Increased of

Pillar 2 Develop and
expand
markets for
products and
Product
diversification

Enhance real
awareness
Increase market
share
Products
diversification

2

3

Establishing and staffing of
factory outlets in major towns
and,an E- Shop for diaspora
markets
Creation of flagship products

hke Kitenge, and Bld sheets

3

I

2

Openrrg
tailoring

and equipping
Unit

l. Sales budget
mcreased to over
300,000 Million

2. Brand awareness
increased
nationally when
president
introduced Friday
Wear drective in
all government
agencies.

3. Flagship product
orders increased
significantly in the
military and
hospitals through
Buy Kenya Build

Pillar 3 Capacity and
managentent
ef,ficiency

Put in place
structures for
recruitnent and
retention.
Establish
schemes of
service,;ob
analysis and job
evaluation
Put in place a
management
information
system.

2.

3

evaluation system to enhance

, job evaluation and appraisal2. Develop human resource
development policy to enhance
recruitrnent and retention

3. Develop an Occupational
Safety and Health services.4. Develop clear job descriptions
and performance
evaluation/motivation cnteria

Establish performance rmproved capacity
for service delivery
Recruitment of the
best quahfied
employees. This
addressed
organization
culture and change
management.
Employee tumover
was reduced to
acceptable levels.

2

3
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Corporate governance comprises rules, laws, practices and processes by which Rivatex East Africa
ilI#il:ffi:1}*:ffi#nci,g orinterests orall stakehorders in order to acrrieve rong te,n

The Board of Directors of Rivatex East Africa Lirnited has embraced corporate govemance to direct,control and be held accoturtable by the shareholders. Rivatex East Africa Limitea is in cornpriance withthe Mwongozo code of corporate governance fbr state corporations. The Mwongozo code offerscorporate governance frarnework for all state corporations. The Board has undergone faining on thiscode which culminated to the Evaluation of all Board members by State corporations Advisorycommittee' Rivatex East African Limited is committed to tne highest il;;;;iil;;Governance and business ethics' The company has instihrted systems to .nru.. that high standards ofcorporate governance are maintained at all levels of the organization and is in cornpliance with theStates Corporation Advisory Cornmittee.

Board of Directors

The roles of the chairman and the Managing Director are disti,ct and their respective responsib,itiesclearly defined.

The Board comprises of nine (9) Directors of which trrree (3) of thern are independent non-executiveincluding the chai.nan' The Board defires Rivatex East Africa Lirnited,s strategies, objectives andvalues and ensures that procedures and practices are set in place to ensure effective control overstrategic' financial' operational and compliance issues. The Directors bring their diverse experience andqualifications into the Board,s deliberations.

Except for direction and g,idance on general policy, the Board lras delegated authority of its day-to-day business to the Managing Director. However the Board is responsibie for the stewardship of thecompany and assumes responsibility for the effective contor of the company.

The charter is a critical corporate govemance tool of the Board which documents the composition,roles and respo,sibilities of the Board. This ensures effectiveness of each Director,s contribution in thegovernance of the company by facilitating independent judgernent, decision making and professionalcompetencies.

*"ffi:ft 
Africa Lirnited Board charter provides guidelines to the Board in the exercise of its

'Appointment' induction, skills requirement, gender mix and capacity deveropment of trre directors'Articulation of and commitment to, respect of the rights of the shareholders' Separation of roles and responsibilities of th. board,f irairJuuf director. Terms of reference for all board members.
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The charter does not replace or supersede any statutory laws ald regulations that govern the compa,y

Declaration of Conflict of Interest

The Board metnbers have a statutory duty not to have interest that conflict with those of the company.All business ffansactio,s with all clirectors or their related parties are carried out at arms, Iength.
At all meetings of the Boatd, ar agenda itern exists which requires members to rnake a declaration ofany interest they tnay have in the business under discussion. Board Mernbers are mandated to discloseany real or potential conflict of interest. The company secretary maintains a conflict of interest registerwhere all board members are required to register any conflict. For any conflict of interest, the Directoris obligated to declare the same and exclude hirnself/herself from any discussion or decision over thesubject matter.

Board Remuneration

The Board establishes and approves forrnal ancl hansparent rernuneratio, poricies to atfact and retainthe Board members' These policies clearly stipulate remuneration erements such as directors, fees,taxable sitting allowances for meetings attended, travel and accommodation allowance while oncompany duty as weil as trre montrrly rronorarium fbr the crrainnan.

Board Induction and Training

Board members undergo regular haining and education to enable them to fulfil their responsibilities.All Board members receive an induction uporl joining. This provides an overview of the company,new developments in the envirorunent in which thJcornpany operates, accounting a,d financialreporting developments, as well as any regulatory changes.

As part of the induction flaining, detailed presentations by Managernent, are factored in, so that theDirectors gain a good sense of the company's operations and central functions. The Board receivesregular briefings on legal a,d regulatory developments at the Board meetings, with partic,lar emphasison regulations trrat directry irnpact the operations of the cornpany.

Board evaluation

I, line with the provisions of the Mwongozo code of conduct, the Board undertook an annualevaluation carried out by States corporation Advisory cornmittee (scAC) of its perfonnarce as anentity' its cornrnittees, the chairman and each individual Director ancl the company secretary. Thiswas aimed at enablilrg the Board a,d its members and the committees to ga*ge their performa,ce andidentif, areas of improvement.
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Code of Ethics and Contluct

Rivatex East Africa Limited purstles ethical decision making a,d leadership to promote corporate socialresponsibility, fair business practices, sustainability and it. t ipt. bottorn line that focuses on thesociety, the environment and profitability. The Board has irnplemented a code of Ethics and conductwhich binds Directors and Employees and is subscribed to by all members of the company.

Initiatives to ensure its application include training, monitoring, mechanisrns for whistle blowing,taking disciplinary action, etc. The code has been integrated into the cornpany,s operatio,s throughthe development of various poricies a,d reporting mecrranisms.

Board Meetings

The Board meets quarlerly in accordance with the requirements of the business. The Board work plan
and calendar are prepared at the beginning of the year and adequate notice is given for all meetings.
The agenda and board papers are circulated within the stipulated timelines.

During the year under review, the rnain Board held eight (8) nreetings attended as follows:

S/no Name Attendance
I Dr. Jeremiah Koshal 5
2 Prof. Isaac 7
J Ms. Gitundu 8
4 Dr. Eric 8
5 Mr. Hezekiah 8
6 Ms. Eunice 7
7 Mr. John Temba 6
8 Prof. Thornas 8

N/B

Dr. Jererniah Koshal - Retired on l4e March 2020
Mr. John Temba * was o, medical leave until 15rh octobe r 2020

Committees of the Board

The Board has set up the following four principal commr'ttees which meet under well-defined terms of
reference set by the Board. This is intended to facilitate efficient clecision making of tle Board in
discharging its duties and responsibilities. They ar.e:_

1) Prcduction, operations and Tech,icar committee

2) Finance, Adrninistration and Strategy committee

3) Audit and Risk Management committee
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4) Human Resources, Training ancl Deveropment cornmittee

Production, Operations and Technical committee

l. Dr. Eric Oyondi
2. Mr. Hezekiah Okeyo
3. Ms. Lucy Gitturdu
4. Prof. Thomas Kipkurgat

This cornmittee is charged with responsibility of reviewing from tirne to tirne production, rnarketingaod capital expenditure plans including research projects. It also reviews proposals for capitaldevelopments to enhance capacity and expand business reach. In addition the committee appraisescapital budgets for all hardware and software purchases for recommendation to the Board.

Attendance

The comrnittee held Four (4) rneetings wrrich were attended as foilows

Finance, Administration and Strategy committee members

l. Ms. Eunice Kigen
2. Mr. John Temba
3. Dr. Eric Oyondi
4. Prof. Thornas Kipkurgat

The cornrnittee is responsible for recommending financial policies, goals, and budgets that support themission, values, and shategic goals of the organization. The cornrniffee aiso.eviews the organization,sfinancial perfonnance against its goals and piopos"r ;ui;;-;sactions and programs to the board.Attendance

The committee herd Five (5) rneetings which were attended as forows:

S/itlo Name Attendance
1 Dr. Eric Oyondi 4
2 Mr. Hezekiah Okeyo J
3 Ms. Lucy Gitundu 4
4 Prof. Thomas gatKipkur 4

S/I.{o Name Attendance
I Ms. Eunice Kigen 5
2 Mr. John Ternba a

-')
a
-) Dr. Eric Oyondi 5
4 Prof. Thomas Kipkurgat 5
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The corn[rittee reviews tlre appropriateness of the company's accounting policies as well asmonitoring and assessing the role and effectiveness of the Intemal Audit function and receiving reportson these ntaffers' The comrnittee also reviews and rnonitors the integrity of the compa,y,s annualfinancial statements and any formal announcements relating to the Company,s financial p..forrrrun".lincluding significant financial reporting judgments containJd witlrin them.

(lulr. John T'emba - wa' on medicar reave until r 5,t october 2020)

Audit and Risk Management committee members

l. Ms. Lucy W. Gitundu
2. Mr. Hezekiah Okeyo
3. Dr. Eric Oyondi

Attendance

The committee herd Five (5) meetings which were attended as foilows:

Human Resource, Training and Deveropment committee members

I. Mr. John Temba
2. Prof. Daniel Tarus
3. Ms. Eunice Kigen
4. Dr. Eric Oyondi
5. Prof. Thomas Kipkurgat

The objective of the committee is to assist the Board in discharging its duty to oversee theestablishrnent of appropriate Hurnan Resources policies and strategies tlit pr""ia., the Company withthe capability to achieve its short and rong term'busine., ou.i..tiu.r.

S/I,{o Name Attendance
I Ms. Lucy W. Gitundu 5
2 MT Ilezeki all Okeyo 4
3 Dr. Eric Oyondi 5
4 Prof. Thomas Kipkugat 5
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Attendance
lil-l.rj,ra.r-ii,,r.F.r,,^ . f"ii4i1a * lR"rii n ir';t*ptSJr_*i*it ,iHrni_ :! L i , .iid ,,t.i :ri;Jfirl{,.{

The Cornmittee held Five (5) meetings whiclr were attended as follows

(ItIr.,lohn Tentba - Was on ntedical leave until l October,2020)

The Government of Kenya has steadfastly supported Rivatex East Africa Limited through allocation offtlnds which have been utilized prudently tlrrough acquisitio, of state-of-the-art machinery. we havesuccessfully installed and cornmissioned 95Yo of tl'rernachi,ery acquired rrnder Exim Bank of India andH'E' President uhuru Kenyatta officially inaugurated the launching of tlre ultra-modern factory on 2r.rJune' 2019' Th,ough modemizatiott we shall be able to produce cost effectively, increase productivityand quality of our products, and thus be competitive to attract huge orders from the apparelsmanufacturers and brands that are expected to shift to the Special Economic Zonesin the near futureas well as serve our existing clientele.

This year's performance was adversely irnpacted by extensive modernization works in the productionfloor' with enonnous civil works, demolition of old machinery, coupled with challenging business

;L:13:Tr:Ji1x,T;:ilT:'J',"0 
bv high operaring costs due to the inefficiencv and the persistent

Despite the challenges experienced, the management with the support of the Board of Directorssyrchronized the production with the o,goi,g works without interruptiorrs which would havenecessitated the company to close down in order to finalize on full rnodernization. Ma,agementdedicatedly ensured that civil works were completed as planned, hainfurg of staff was carried outsuccessfully and the installation of new machines were done consecutivery as envisaged in the confactwith Lakshrni Machine Works.
The company registered a one hundred and forty-two per centum (r4roaincrease in turnover fromone Hundred and Four Million, Nine Hundred and roity-six Thousand, Seven Hundred and sixty-Four shillings (Kshs' 104,946,764) recorded in the previous financial year to Two Hundred And Fifty_

ffi: Yi];;;,I:;Hundred 
and seventv rwo rhousand, Eigrrt Hundred and sixty-six srrilrings

Despite the challenges, the company recorded an increase of twenty foru-per centum (24%)in its non-clfient assets from Five Billion, one Hundred and Eighty Three Million Four Hundred and Twenty

S/]\Io Name Attendance
1 MI .Iohn Ternba

-1
2 Ms Eunice Kigen

5
3 Dr Eric Oyondi

5
4 Prof, Thomas Kipkurgat

5
5 Prof Daniel Tarus 5
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ENDED,orH JUNE 2o2o
i:I:Ylili..r -,!. ilitf ,:'; :t ; : . y t. @.+r:xii t 1.r1,):fr

(*e!1@.r:,;!.!:.i,.!!i ih\i" i$*.[,;r( l :i iie:1,&rt1)r.rn iititr:r.nr*+*ta{Ei.a {:!:di i, r, .i .,. . ._ ,h.,r iFour Thousand Seven Hundred and
and twenty seven million, five

Eight Shillings (Kshs.5, I g3,424, 708) to six billion, four hundred
(Kshs.6,427,56 l, I 0g).

hundred and sixty one thousand, one hundred and eight shillings

Rivatex East Africa Limited registered a twenty four per centurn e4%),growth in its financiar positionfrom six billion' sixty six million, seven hudred and ninety six thousand, nine h*ndred and twe,tyfour shillings (Kshs'6,066,796,924) recorded in the previous financial v** to seven billion, fivehu,dred and nineteen million, three hu,dred and sixty six trrousand, o,e lrund.ed and eighty eightshillings (Kshs'7'519,366,188). we expect to record a further growth in net assets in the 2020/2021financial year especially with the transformative modernJation in processing department.

The textile and apparel sector has been identified by the Kenyan Government as one of the sectors thatwill accelerate the country's economic growth. with the recent positive trends and developments in theglobal and regional textile ind*stry Rivatex East Africa Limited is fast-tracking the imprernentation ofits modernization shategies in order to take advantage of the expected ,irrr, or production andmanufacturing sites by leading textile brands.
Rivatex East Africa Limited will continue scanning its environment for opportunities and options topursue in order to ensure sustainable growth and profitability. The company will continue to innovatenew products to its customers and maximize value f"r-;;;"lders in line with the corporate varues of
|"r}i XJJIIHI}#1#:.T"||: 

Ernphasis wil be ptu..i on cost reduction through efficient use or

As a Moi university facility the company has continued to support the university to achieve its goalsas stipulated in its charter through training, researcrr and exteni;;. M;;;;ffi;; througrr REAL wasawarded a center of Excelle,ce in textile by the world gr*, frnlr;'ilffiu'nv pruv"a a vital rolein the accreditation of boflr Masters a,d Doctorate Degrees in Manufacturing Industrial and Textiles

;tffi:l,t'#"?"f,T*ission 
of Universitv EducatiorLa during trre estab]ishment of trre Digital

The cornpany is also banking on the 'Buy Kenya Build Kenya' initiative to boost rnarket shares andpenetratiott to Govemment tenders whicli *ould 
",1r..*ir. u. inaccessible without trre initiative. Theinitiative will go a long way in promoting ease of business and boosting our revenues thus profitab,ity.staff development remains a key strategy to enhance trre varue of our human capitar. During thefinancial year' 43 employees were sent to India for traini,gs and we oflrer short training rrave been

:ffi*T;:1""T,3'.d;;i,'frT[:1""',ilii.#."a o"ini,g needs are addressed to deverop
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Rivatex East Africa Limited exists to hansform lives. This is our pupose; the drivi,g force behindeveryflring we do' It's what guides us to deliver our strategy, which is founded on the company,spillars: irnprovi,g productivity and competitiveness of the factory, develop and expand markets forproducts a,d product diversification, and improving capacity and management efficiency. Berow is abrief highlight of our achievements in each pillar.

1. Sustainability strategy and profile

The government tluough the vision 2030 policy document has given prominence to the manufacturingsector as the key to indushialization and job cieatior. ii. .rr. of the ,run,rrrrt,ring sector in vision2030 is to create ernployment a,d wealth. The sectois oueiall goal in the M;;;;, Term plan (MTp) isto increase its contribution to the Growth Domestic p."arct rcDp) by more than 70%o perannum. Anttmber of interventions are proposed in tlre vision ;t*; first Medium iermpran which will leadKenya to be globally competitive and prosperous. The objectives to be pursued i, the medium termperiod are:
l ' To strengthen the capacity and local content of domestically rnanufactured goods2' To increase the geneiation and utilization orn.r.*.r, and Development results3. To raise the share of products in the regionar ,"urt.ino, 7%o to 15 yo4. To develop niche products for existing a,d r.*--**f..r,
To achieve these objectives, a set ofkey target areas have been identified a,d specific goals and targetsset to steer indusfial growth' These inclu-de.the a.*1"p,*rt of Special pJoriornic Zones (SEZs),Industrial Parks' Indust'ial clusters, promotion of smair and mediu* ,"ur" -anufacturing firms,developrnent of niche products, cominl.cializatio, or.e.lu.ct, and development results, attraction ofsfrategic investors in strategic sectors, i.e. iron ura rtJindusbies, ,r*,iiu.ii,re of fert,izer, agro-processing' machine tools and machinery, motor vehicle assernbly ,rrd ,rur.rfurtore of spare parts.

In our quest to increase shareholder value and remain competitive in the market the cornpany has sortto increase its array of products in order to sustain uour griwttr and profitability in the long-run. ThisCompany has invested in latest textile productioniech;il;

we expect to see an improvement in the sales volumes once we receive and install processingdeparhnent rnachines to process the existing *orr.-irprog.rr. rrr. rnajor bottleneck that has notenabled us process a,d,dispatch the grey clith at th" ,i;;ft,.r is obsolescence of major wetprocessing macltines which have no spares owing to cllsintao* of former manufacturers and thetechnology that's not currentry being used in simha. *r;ffi; by manufacturers.

Economies of scale will lead lower unit cost owing to costs being spread_among nuny units beingproduced and delivered to the market. It is expected that cost of sales will gradually reduce as outputincreases to fie ta'geted output and sales of :b,0o0 rr;;;r, ilday. operatln;;; upon f.u, upgrade

REPORTING
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vrill see the company reduce on mainly ernployee related costs leading to a slight drop in employmentcost since fewer employees wilr be required to ro, the macrrines.

During the financial year the company produced and stitched gannents for the disciplined forces(Kenya wildlife Services, Adminiit.aiion Police, i*u policJ) ana atso corporates besrldes wooiugindividual/walk-in clients to purchase our products at iavorable prices. This rnove has seen ourrevenues rise even as the colnpany enjo-ys the Buy Kenya Build kenya initiative championed byPresident Uhuru Kenyatta where manudacturing rtrra. out in the uijro*."onomic pillars.

The textile facility is also keen on prude,t use of power supply to run the rnultibillio, rnachi,es thatare inshnme,tal in the conversion 
-of 

yarn to lint. Already, eng"g.rrr.ri, ur. in ptu.. with the energyrninistry to irnplement a 50 percent reduction u, p.o.lui*ed b-y Fresia*ruro.,, Kenyatta during hisvisit to the facility in the year 2019.

At tlte peak of the output of 30,000 per day the company shalr register 55% Gross profit margin and4876 Net profit margin.

2. Environmental performance

The company continued to support environrnental conservation which remains a key focus in thecompany's corporate social investment. During the financial year, Rivatex East Africa Limited workedwith cornmunities in its operational areas tJ raise awareness of envirorunental conservation andpromote planting of trees to rninimize- the irnpact of clirnate chang; as-we1 as expand livelihoodoppottunities through the-growing.of.fast-m1hring, commerciar trees. The cornpany provided twothousands seedlings and donated r-shirts and caps-io 1,200 participants working with Kenya Forestservice - Uasin Gishu and Elgeyo Marakwet counties as part of the tree-planting effort.

The activation of cotton farrning though the cotton Subsidy and Extension Support prograrn supportedby Ministry of indushialization Trade and Enterprise- Development by providing free seeds andpesticides to 24 cotton growing Counties shall have the following positive irnpacts:-

' It will lead to reduction in charcoal burning as an econornic activity' Elimination of cattle rustling incidences be-cause of alternative e"oirornic activity' Divestment into arable farming and thus reduction of livestock population per home steadsthus prevent environmental degr.adation.
' 

$X:::e 
the possibility converting waste land into inigated fannland in the country

During the financial year, the company expanded the existing effluent and water treatment plant tocater for expanded production output.
The cornpany has explored possibility of utilizing waste fiber for medical surgical cotton and non-woven fabrics for domestic use.
The old boilers utilized more tones of wood fuel and this project has acquired new boilers that producemore steam output with lesser negative irapact o, the enviromnent.
since the new machines acqtrired are manufactured with greener technologies compared to the old onesuse they will be able to utilize chemicals, water among other resources and produce fewer pollutants
than the current obsolete rnachines.
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Recntitment and selection process is conductecl cornpetitivery as ctirected by the Board and irr
accordance with labour laws in il; affirmative;;r'1.; is ulnj fbr;; in order to furfi, trre
constihttional requirements as far as gendr., ..gio,,ul ;;i;;;", disability etc.
The cornpany is wholly owned by Moi university whose mandate is training. Rivatex rras been in thefbrefront in enhancin gitr. unr u... i ry,1',r*aate of practi.ui' orin,n*.
Being a center of Excellence in Textile Engineering, trre company has a haini,g institute to traini:ffi ra;ll.?#,;;:T#,::;'#r::[#]ll*x**ii*i,*,1ff ,1Itii",*.,rr,iiliffi r

Development of senior employees' skills capacity has been ongoing through collaborations locally withKenya Institute of I
of *,e mai",'riier, y#ffi'ff11ff:11ff:fir*'ulxui',,r,.,;o..' #J;;;a*r,r, ii" #il:"
Healtlr and safety is key in an organ izationalsetup and flre cornp,any has corne up with a safety poricyand.guideline for prevention qo pr-oiect,T_"i.;J;;: *r* accidents and occupationar hazardsa,srng at the work place' The'policy does provia. ro.ir,. p,-o."J*o*rij ,roourities fbr theadmi,ishation and payment of cornpensation foiwork..r"r.a iryuries;il;;";;;rs contracted duringand outside the course of work. Th;;;i;;y is in line *irr, ,rr. 

"rgi,izationat h";lrl, and safety act2007.

Tlte compa,y has redrtced water wastage and harvest water together with borehole water
3. Employee welfare

Market place practices_

ilil:',xfl1',{xiifll:}xi:',ffi:L:j#,:*:f-:: $,-T.::dirrerent 
market sesments rrre products are

$H;::ii,':X?H:?llx:*'j',,ffires 
piornotion i, ui. p*ticipation in rnajor indushy events,

we have also rolled out a promotion ca'npaign through distribution of catarogues, carendars, diaries,pens, brocrrures and fliers prus..tut.J,r.ictrimdise 
"Ilrn*.u to the target market.

our marketing strategy is based mainly on rnaking the right i,forrnation available to the right target

;ijJ,ll,T,X'ilfik:,'x*.u;ff,*lj.l,1",;,llT i#,i,. p*,r,,,i,,g p* and appreciate trre

The marketi,g tearn conveys the sense of quality i, every picture, every promotion, and every
:Jff:if];#;ff:]everase 

otr comeback using high-qualitv adverrisernenrs, fliers, brochures and

li:ffiilii ;.ff L [TrlJJiiffi'.:H fl [ ffi ;Tr.,, 
an d de ri veri, g va r ue to c ustomers by

xxxiv



ANN,ALREpoiT:.XXfi lff"#i$ffiffi J,'#AITF,.*rACcouNrrNGPOLICIES AND NOTES TO THrc TiN4TCIAL STAiTi,TTNTS FOR THE YEAR ENDEDJorH ruNtr 2ozo
t-u ; .r - | 1ti,j:-_$i:'i,:,ti, lii.iitl*iit,:,_:,r_ r; i:i,

1i_i1!,+.i;rr+a:$.+-j. ri .ii ir,.r1tl(r+E/l.-r&r"!,*fi r.rqa.*i:,if,.}:eei}{r'Alli;i.:ti* ,, : 4-r I1;+;.;,i;{i t
To enhance a,d irnplernent tlie direct sales initiatives the company has ope,ed various factory outretsacross tlte cotuth'y in Nailobi' Kisumu, Moi University and Eldoretio pe,etrate new markets and reduce

ffi."t|ff*;fi.|}}fff}il1-,els wliich also stock competitors' procructs which sometimes are

our sales stategy focuses first on maintaining tlre identity with the bulk buyer who appreciates the bestavailable quality' we've been able to find these custo*.., uring our past distribution networks whichexisted before the collapse of the factory.

Tlte procttrement processes that have been put in place has enabled the company obtain qualitymachinery at the right value capable of fulfilling the modernization project,s objectives.
The flrain objectives of the project include but,ot limitecl to:-

-Cornpliance with the procurement laws

-Rearization of Kenya vision 2030 goar on industriarization

-Jubilee rnanifesto ofjob creation a,d youtrr economic empowerment

-Enhancing Kenya's balance ofpayrnents by satisfying local textile needs thereby reduci,g irnportationand export of textiles products as a result of irnproveJquality, right price and reduced lead time.
-Rejuvenate rural economies by setting up of coffon ginnery

-To encourage farmers in cotton growing belts to embrace cotton farming and thus localize rawrnaterials supply

-Stirnulate forward and backward linkages to improve citizens, livelihoods in rural areas.
5. Community Engagements_

During the year' the country experienced a number of disasters, both natural and manmade. RivatexEast Afiica Lirnited joined hands with the govemment and other instit,tions to aileviate the sufferi,goccasioned by the calamities' The company supported landslide victims of west pokot and ElgeyoMa,akwet counties with 350 pairs of bed sheets, uruy nurrels a,d Khanga. The most affected goup
ffi:il:ffi'il*.:iffi, ffiffi:liment 

was handed over to the tocar readership uy rvranl$n;

The cornpany stepped in to assist the National Government in fight against covid lg pandemic bydonation of face masks worth Kshs'4.3 million. The rnasks were used in protecting citizens fiorn thespread of COVID - 19 pandernic.

The rnasks were donated to the following; Nandi, uasin Gishu, Elgeyo Marakwet counties,constituencies (Kesses, Moiben, Kapseret, Ainabkoi, Turbo, Soy, Homa Bay, Nyeri, Aldai, Bumula,Marakwet west) Health institutions in North Rift, Media fraternity, Gorre.nme,t institutions such as
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assemblv, Education, Indush'v a,d hade committee members, Ministry

As part of our giving back to the society, the company donated 500 face masks to Ngeria prisons. Thedonations were handed over by the Managing Director professor. Thomas Kipkurgat to the officer incharge aimed at benefitting both trre wardens and prisoners.

Health instifutions in Uasin Gishu cou,ty also benefitted from trre do,ation of face rnasks. The maskswere to be used by ernployees at the various facilities while discharging their duties and they were atarget group d*e to the nature of their work wrrire combating covlD _ r9.

As part of our norm of reaching out to the society, Rivatex also partnered with Moi University anddistributed 3'000 face masks and urnbrellas to The National porice service officers in Uasin GishuCounty' Furthermore, the company donated 5,000 rntrs of fabric for stitching facemasks to Homa Baycounty, Kenya prisons, residents of Eldoret to sfitch masks on their own.

The company continued to support residence living in areas growing cotton by donating of cotton seedsin Baringo county Mogotio Area with a view of building th"riving to*rruriii.s, we have engaged thegeat in the last year' empowering communities and i,creasing access to opportu,ity trrro,ghempowering wolnen' enabling enhepreneuship, employability ancr skills, as well as access to cleanwater, sanitation and hygiene for all.
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-

Secretary

Date

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended 306Jwe,2020 which show the state of the entity,saffairs.

1. Principal activities

The principal activities of the entity are (continue to be) textile production of woven textiles andgarments.

2, Results for the year

Tlre results of the entity for the year ended June 30, 2a20 areset out on page r

3. Dividends

The Directors have not recommended payment of dividends.

4. Directors

The members of the Board of Directors who served during the year are shown on page vii to xi.

5. Auditors

The Auditor General is responsible for the statutory audit of the entityin accordance with 7,,ticle 229of the constitution of Kenya and the Public Audit Act 2015 to carry out the audit of the entityfor theyearlperiod ended June 30, 2020 inaccordance to section 23 of the public Audit Act, 2015.

By of Board UTD

o?.'j':,'

o0 9,c:"
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The Kenyan companies Act No. 17 of 2015 requires the directors to prepare financial statements foreaclr fi,ancial year that give a true ad fair view of the staie of affa;rs or ine .oirpuny as at the end ofthe fitrancial year and of its profit or loss for that y"u.. ti uiro requires the directors ro ensure that tlrecompany maintains propxl accouttting records thit disclose, witir reasonable accuracy, the financialposition of the company' The directott *" also responsible for safeguarding uie asrets of the company.

The directors accept responsibility for the preparation of financial statements that are free from materialrnisstatement whether due to fraud or 
".,oi. 

Th"y 
"tro ".."firesponsibirity for:

i' Designing, implementing, and rnaintaining internal control relevant to the preparation and fairpresentation of the financial statelnents;

.il Selecting and applying appropriate accounting policies; andiii' Making accounting estimates and judgementJtirat ur. rluroouble in the circumstances.

The directors are of the opinion that the financial statements give a true and fair view of the state of thefinancial affairs of Rivatex East Africa Lirnited as at 301h Jine 2020 and of its financial performance
and cash flows for the year then ended in accordance with lnternational Financial Reporti,g Standardsand the requirements of the Kenyan companies Act No. 17 of 2015.

Nothing has come to the attention of the directors to indicate that Rivatex East Africa Limited will notremain a goitrg concerl for twelve ( 1 2) months from the date of this staternent.

Approval of the financial statements

Approved by the Boar-d of Directors orr
by:

PROF. ISAAC S KOSGEY

DIRECTOR

'l?.. . . . . .../ ..$ nt5. . 20* and,signed on its behalf

1

OYONDI

DIRECTOR

xxxvilt



Telephone: +254-(>o) 321 4ooo
E-mail: info@oagkenya.go.ke
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E nhanc ing Acc ountabi lity

HEADqUARTERS

Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON RIVATEX EAST AFRICA LIMITED FOR
THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Rivatex East Africa Limited set
out on pages 1 to 40, which comprise the statement of financial position as at
30 June, 2020, and the statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows, statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I

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

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, the financial position
of the Rivatex East Africa Limited as 30 June, 2020, and of its financial performance and
its cash flows for the year then ended, in accordance with lnternational Financial
Reporting Standards and comply with the Companies Act, 2015 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1.0 lnaccuracies in Property, Plant and Equipment

The statement of financial position and as disclosed in Note 14 to the financialstatements
reflects property, plant and equipment balance of Kshs.6,376,418,952 as at
30 June, 2020. However, the following anomalies were noted;

i. The property, plant and equipment balance of Kshs.6,376,418,952 is at variance
with the assets register balance of Kshs.4,393,706,604 provided for audit resulting
in an unexplained and unreconciled balance of Kshs.1,982,712,348 as detailed
below:
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Review of assets register revealed that assets with carrying value of
Kshs.105,293,801 were dismantled to pave way for installation of new machines
during the year ended 30 June, 2019. The dismantled assets have not been
included under non-current assets. The assets were not impaired in accordance
with the requirements of lnternational Accounting Standard (lAS) No 36 on
lmpairment of Assets. Management explained that the assets were held for sale in
accordance with the lnternational Financial Reporting Standard 5 on Non-current
Assets Held for Sale and Discontinued Operations.

Included in the property, plant and equipment balance of Kshs.6,387,002,889 is
work-in-progress balance of Kshs.1,933,413,336 comprising of buildings with a
carrying value of Kshs.459,076,570 and plant and equipment with a carrying value
of Kshs.1 ,474,336,766, However, the Management did not maintain a work-in-
progress register.

Consequently, the accuracy and completeness of the property, plant and equipment
balance of Kshs.6,387,002,889 as at 30 June, 2020 could not be confirmed.

2.0 Fair Statement of Expired Chemicals lnventories

The statement of financial position and as disclosed in Note 16 to the financialstatements
reflects inventories balance of Kshs.923,125,119 as at 30 June, 2020. lncluded in the
inventories balance is amount of Kshs.15,484,686 relating to expired chemicals. The
inventories are valued at lower of cost and net realizable value. However, the value of the
expired chemicals has not been written down in accordance with Paragraph 6 of the
lnternationalAccounting Standard (!AS) No. 2 on lnventories.

Consequently, the accuracy, and fair valuation of the expired chemicals inventories
balance of Kshs.15,484,686 as at 30 June, 2020 could not be confirmed.

3.0 Long Outstanding Trade and Other Receivables

The statement of financial position and as disclosed in Notes 17 to the financial
statements reflects trade receivables of balance of Kshs.97,202,416 as at 30 June, 2020.
lncluded in this balance is an amount of Kshs.18,712,474 which had been outstanding

Report of the Auditor-General on Rivatex East Africa Limited for the year ended 30 June, 2020
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Description of ltem

Balance as per
Note 14 to the

Financial
Statements

(Kshs.)

Balance as per
Assets

Register
(Kshs.)

Unreconciled
Difference

(Kshs.)
Buildinqs 95.466,154 91.862.680 3.603.474
Buildinqs Work in Proqress 459.076.570 0.00 459.076.570
Plant and Eouipment 4.345.360.857 4,300,242,963 5,117,894
Plant and Equipment (work in
Proqress)

1,474,336,766 0.00 1,474,336,766

Furniture and Fittinos 2.178.605 1.600.961 577.644
Total 6.376.418.952 4,393,706,604 1,982,712,348



for over 90 days as at 30 June, 2020. Management explained that the past due debtors
are not impaired and continue to be settled. However, it was noted that the company does
not hold any collateral against the past due or impaired receivables.

Consequently, in the absence of a collateral, the recoverability of the long outstanding
trade receivables of Kshs.18,712,474 could not be confirmed.

4.0 Unsupported Retention/Contract Monies

The statement of financial position and as disclosed in Note 23to the financial statements
reflects trade and other payables balance of Kshs.97,202,416 as at 30 June, 2020.
lncluded in this amount is Kshs.17,640,172 in respect of retention/contract monies.
However, the Management did not provide the bank account details and retention monies
register for audit.

Consequently, the accuracy and completeness of retention /contract monies balance of
Kshs.17,640,172 as at 30 June, 2020 could not confirmed.

5.0 Unaccounted for Development Grants

During the financial year the Company received grants of Kshs.1,080,000,000 being
Kshs.1,050,000,000 received from the Ministry of lndustry, Trade and Co-operatives and
Kshs.30,000,000 received from the Ministry of Education, Science and Technology.
However, Management did not provide for audit documents and explanation on how the
Kshs. 1,080,000,000 was used.

Consequently, the accuracy of the use of the receipts of Kshs.1,080,000,000 being
development grant could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Rivatex East Africa Limited Management
in accordance with ISSAI 130 on Code of Ethics. lhave 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 I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Material Uncertainty Related to Going Concern

During the year under review, the Company reported a net loss Kshs.376,569,160
resulting in accumulated loss to Kshs.1,810,610,245 as at 30 June, 2020. The
Management attributes the poor performance to constant breakdown in processing
machines that had hindered the company's ability to supply goods of the right quality and
on time.

My opinion is not modified in respect of this matter.

Report of the Auditor-General on Rivatex East Africa Limited for the year ended 30 June, 2020
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Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Budgetary Gontrol and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actualon comparable basis of Kshs.355,505,570 and Kshs.353,474,308 respectively
resulting to an under-realization of. Similarly, the Company incurred expenditure of
Kshs.730,043,468 against an approved expenditure budget of Kshs.716,570,408
resulting to an over-expenditure of Kshs.13,473,060. The underfunding affected the
planned activities and may have impacted negatively on service delivery to the pubtic.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lavufully and in an effective way.

Basis for Conclusion

1.0 Failure to Remit Pension and Benevolent Fund Deductions

The Company had not remitted pensions deductions to the Moi University Staff Pension
Scheme and RIVATEX Staff Benevolent Fund amounts of Kshs.22,000,746 and
Kshs.1 ,1 33,565, respectively. Management did not provide explanation for failure to remit
the deductions.

Consequently, Management was in breach of law.

2.0 Payment Against Expired Lease Agreement

Management made payment of Kshs.420,000 for rent charges for Kisumu outlet shop in
Kisumu Municipality under Plot 55/35. The payment was made against a lease that had
expired on 31 October, 2015 and had not been renewed.

ln the circumstances, the payment and continued occupation was irregular.

Report of the Auditor-General on Rivatex East Africa Limiled for lhe year ended 30 June, 2020
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3.0 Non-Compliance with the One Third of Basic Salary Rule

Review of the Company's payroll for the months of July, August, September and
December, 2019, and May and June, 2020 revealed that eighty-one (81) officers of the
company earned salaries which were less than a third of their respective basic salaries,
This was contrary to Section 19 (3) of the Employment Act, 17 of 2007 which requires
that deductions made by an employer from the wages of his employee at any one time
shall not exceed two thirds of such wages.

Consequently, Management was in breach of law.

4.0 Non-Compliance with Law on Ethnic Composition

An audit of human resource showed that the company had seven hundred and seventy-
nine (779) employees out of whom six hundred and eighteen (618) or 79 o/o wara from the
dominant community, while one hundred and sixty-one (161) or 217o were from non-
dominant communities. This is contrary to Section 7 of the National Cohesion and
lntegration Act, 2008 which provides that all public establishments shall seek to represent
the diversity of the people of Kenya in the employment of staff and that no public
establishment shall have more than one third of its staff from the same ethnic community.

Consequently, Management was in breach of law.

5.0 Enterprise Resource Planning

The Company entered into a contract for the supply, delivery, implementation, training
and commissioning of the Enterprise Resource Planning (ERP) system at a contract sum
of Kshs.4,449,334 on27 April 2016. The ERP was to have the following modules; ledger
accounting, fixed asset register, purchase order processing, inventory control, sales order
processing, production, factory/ equipment maintenance, payroll and human resources.

Review of correspondences between the company and the vendor revealed that the
server had failed thus rendering the system non-operational. However, Management did
not provide for audit reports on why the system failed and the remedial actions taken.
This was contrary to Part (b) of the contract agreement required that the service provider
to provide the said services and to remedy the defects therein and to provide any other
service related to the subject matter of the contract in conformity with and in respect of
the provision of the contract.

Consequently, value for money has not been realised in the procurement of the ERP
system and the expenditure of Kshs.4,449,334 incurred on acquisition of the ERP.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence ! have obtained is sufficient and appropriate
to provide a basis for my conclusion.

Report of the Auditor-General on Rivatex East Africa Limitedfor the year ended 30 June, 2020
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

1.0 Lack of Approved Human Resource Policy and Staff Establishment

Review of the human resource records revealed that the company did not have approved
human resource policy and staff establishment in place during the year under review.
Without the approved staff establishment, it was not possible to confirm the optimum
number of employees or deficit or surplus per department or the institution as a whole.

Consequently, the Management was in contravention of Section B2(1) of the Human
Resource Policies and Procedures lt/anual for the Public Service, 2016 which requires
every Ministry/State Department to prepare human resource plans to support
achievement of goals and objectives in their strategic plans.

2.0 Lack of Approved Information Technology Security Policy

Review of the Company's information technotogy systems revealed that it has in place
Enterprise Resource Planning (ERP) to manage its operations. However, the Company
did not have an approved lT policy for governance and management of its ICT resources.
ln addition, there is no lCT steering committee in place to assist in development of ICT
policy framework to enable the company realize long term ICT strategic goals. Lack of an
approved lT policy may result in unclear direction regarding maintenance of information
security across the organization and safeguarding the Company's ICT assets. Further,
without a sound and approved framework, users do not have any rules and procedures
to follow in order to minimize risk of errors, fraud and the loss of data confidentiality,
integrity and availability.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that I plan and perform the audit to obtain assurance about whether processes
and systems of internal control, risk management and overall governance were operating
effectively, in all material respects. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my conclusion.

Report of the Auditor-General on Rivatex East Africa Limitedfor the year ended 30 June, 2020
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 20151 report based on the audit, that

! 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, proper books of account have been kept by the Company, so far as
appears from the examination of those books;

The company's statement of financial position and statement of profit or loss and
other comprehensive income are in agreement with books of account; and

The report of the Directors has been provided to enable me give an opinion
whether the information contained therein is consistent with the financial
statements.

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and the
Kenyan Companies Act, 2015, and for maintaining effective internal control as
Management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error and for its
assessment of the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

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.

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

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

Report of the Auditor-General on Rivotex East Africa Limited for the year ended 30 June, 2020
7

IV



Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them, and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence 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.

t

a

Report of the Auditor-General on Rivatex East Africa Limitedfor the year ended 30 June, 2020

8



. 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 financialstatements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

. 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.

CPA u, CBS
AUDITOR.GENERAL

Nairobi

15 February,2022

Report of the Auditor-General on Rivatex East Africa Limited for the year ended 30 June 2020
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RIVATEX EAST AFRICA LIMITED
ANNUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTINGPOLICIES AND NOTES TO THE FINANCIAL STA TEMENTS FOR THE YEAR ENDED

ft !i,i#i :tf fr is.ia{ir"sr?4i?aeaeE#r(
3OTHJUNE 2020
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Note 2019-2020
Kshs

Restated
20t&20t9

Kshs

201u2019
Kshs

REVENUES

Revenue 6 253,272,966 104,946,764 104,946,764
Cost of sales 7 492,005,276 157,470,693 157,470,693
Gross t _(52,523,919) 52 tGrants from the National
Government 8 100,000,000 100,943,012

Other Income 9 195,000 19,600,000 19 000Other 10 6,442

TOTAL REVENUES
(138,530,968) 67,919,093 IOPERATING EXPENSES

Administation Costs ll 213 3,421 l gg,0g4,g07
Administration

45
Board

4,395,570
Honoraria

811,900
Audit Fees

290,000
Personnel Emoluments

46,340,019
and Distribution Costs 12 13,694,706 10,379 314 I 79 t4

Finance Costs l3 I 1,000,065 6,917,651 6,lll,g7g
Ch S

805.672TOTAL OPERATING
EXPENSES 239,039,192 2Ls'391,772 ll 760PROFTT(LOSS) BEFORE
TAXATION (376,569,160) (147,462,6791 47
INCOME TAX

CRED
PROFTT(LOSS) AFTER
TAXATION (376,569,160) (147,462,6791 47
OTHER COMPREHENSIVE
INCOME

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR (376,569,160) (147,462,679) (147,462,679)
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RIVATEX EAST AFRICA LIMITED
ANNUAL REPORTS, FINANCIA-L. ST4TEMENTS, S ICruI T'ICANT ACCOUNTINGPOLICIES AND NoTEs To THE FINANCTAL srariurNTs FoR THE vEAR ENDED

]orH JUNE 2o2o

i,!.'.lr i.t,.t-:. : ir ;;' : " - t.& i;{. i):rr. Lalri
;ri:ii'Trft;trt+l,Prij,'r.a_.:i,,rt.+r{Jil.:ra.ti*Jjri..i}3.jtq[rnrs..r-i_..i,_o^.j],::.{-r.i+,;..

3orH

;t}
20tt and signed on its behalf

Tlre financial statements were approved by the Board on ?q S td{

2

Note 2019-2020

Kshs

Restated
2018-2019

Kshs
2018-2019

Kshs
ASSETS
Non-Current Assets

and 14 87 9 5 142,17 5,411 5,284,267 
"720-use asset l5 40 5 t9 41,309,297

Total Non-Current Assets
6,427,561,109 5,183,424,709 5,294,267,720

Current Assets

Inventories t6 923,125,119 797,959,436 781,958,436Trade and other receivables l7 97,202,416 57,379,147 59,959,491
Bank and cash balances l8 71,477,545 44,034,632 44,034.632

Total Current Assets
1,091,905,090 993,372,216 885,952,550

TOTAL ASSETS 7,519,366.199 61066,796,924 6,170,120,270
E UITY AND LIABILITIES
Ca and Reserves

share 19 1,000.000 1,000,000 1,000,000
Revaluation reserve 20 73,652,690 73,652.690 73,652,690
Ret4inqd earnings 2t (1,910,610,245) (1,434,041,094) _(r ,434,04 1 ,094)
Caplqal and Reserves (1,735,957,565) (1,359,399,404) _ (1,359,399,404)
Non-Current Liabilities
Grants 22 8992,099.977 7,399,499,299 7,500,331,31I
Total Non-Cu rrent Liabilities

8,982,099,977 7,3gg,4gg,2gg 7,500,331,311
Current Liabilities
Trade and other payables 23 273,224,777 26,697,029 26,697,029
Provisiorrs for Bad & Doubtfill
Debts

2,490,334
Total Current Liabilities 273,224,777 26,697,029 29,177,363
TOTAL EQUITY AND
LIABILITIES 7 19,366,199 6,066,796,924 6,170,120,270

by:

g Director t Chailman of the Board
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RIYATEX EAST AFRICA LIMITED
ANNUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTING

POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
3OTH JUNE 2O2O

STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 3OTH JLTNE 2O2O

Note
2019-2020

Kshs

Restated
2018-2019

Kshs
2018-2019

Kshs
CASH FLOWS FROM OPERATING
ACTIVITIES
Cash generated frorn(used in) operations 25 (182,991,931) (202,119,729) (202,t19,729)

Net cash generated from(used in)
operating activities (l82,ggt.g3l) (202,119,7291 (202,119,7281

CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of property, plant and equipment-
Grant 14

(769,565,255) (807,26s,170\ (908,108,182)

Net cash generated from(used in)
investing activities (769,565,255) (807,265,170) (908,108,182)

CASH FLOWS FROM FINANCING
ACTIVITIES
Government grants 8 980,000,000 879,656,999 980,500,000
Net cash generated from/(used in)
financing activities 980,000,000 879,656,999 980,500,000

INCREASE(DECREAStr) IN CASH
AND CASH EQUIVALENTS 27,442,914 (129,727,9101 (129,727,9101

CASH AI\D CASH EQUIVALENTS AT
BEGINNING OF YEAR 44,034,$31 173,762,542 173,762,542

Effects of foreign exchanges rate
fluchrations
CASH AND CASH EQUIVALENTS AT
END OF THE YEAR 18 71,477,545 44,034,631 44,034,631
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RIVATEX EAST AFRICA LIMITED
AI\NUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOT]NTING

POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
3OTH JUNE 2O2O

I. SIGNIFICANTACCOfTNTINGPOLICIES

J'he principal accounting policies adopted in the preparation of these financial statements are set out
below:

a) BASIS OF PREPARATION
The financial statements are prepared under the Historical Cost basis of measurement as rnodified by
fair value adjustrnents where necessary and in accordance with International Financial Reporting
Standards (IFRS), International Accounting Standards (IAS), Interpretations originated by t5e
International Financial Reporting Interpretation Cornrnittee (IFRIC) as well as the accrual basis.

Rivatex East Africa Lirnited is a going concem with there being no intention to liquidate or curtail its
operations rnaterially. The preparation of these financial statements confolms to Gelerally Accepted
Accounting Principles (GAAP) which reqnires the use of estimates and assumptions that affect the
reporting amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reporting atnounts of revenues and expenses durilg the reporting
period.

The financial statemettts comprise of the Statement of comprehensive income, Statement of financial
position, Statement of changes of equity, Statement of cash flows, notes comprising a summary of
accounting policies and other explanatory notes which are presented in functional curency of Kenya
shillings (Kshs) which is the prevailing currency within the prirnary economic environment, rounded to
the nearest shilling and prepared in accordance with the measueinent bases prescribed by Ilternational
Financial Reporting Standards.

In tlle process of applying Rivatex East Africa Lirnited's accounting policies, its Directors make certain
judguents, estimates and assumptions that are continuously evaluated and assessed for adjustments
based on prior experience and other detenninants, including expectations of filttre events that are
believed to be rcasonable under the prevailing circumstances. Although these estimates are based on flre
Directors' best knowledge of current events and actions, in practice achral results may differ from these
estimates. Such estimates and assumptions that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities are reviewed at the end of each reporting period, a,d
any revisions to such estitnates are recognized in the year in which the revision is made and are described
in these notes to the Financial Statements.

b) REVISED AND NEW STANDARDS

i. Amendment to IFRS 16 and COVID-l9

The arnendtnent permits lessee, as a practical expedient, not to assess whether particular rent concessions
occurring as a direct conseqllence of the COVID-19 pandernic are lease modifications and instead to

7



RIVATEX EAST AFRICA LIMITED
ANNUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTING

POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
3orH JUnn zozo

c) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
sccount for those rent concessions as if they are not lease rnodifications. The ameldrnent does not affect
the lessors. This arnendment of IFRS l6 is as follows;

a) Provide lessees with an exemption from assessing whether a COVID-I9 related concession is a
lease rnodification.

b) Require lessees that apply the exernption to account for COVID-I9 related rent concessions as if
they were not lease modifications

c) Require lessees that apply the exemption to discrose that fact
d) Require lessees to apply the exernption retrospectively in accordance with IAS 8, bgt not require

them to restate prior figure. Instead, a lessee would recognise any difference arising on ilitial
application of the amendment in opening retained earnings (or other component of equity, as
appropriate) in the annual reporting period that includes the date of initial application

The company will seek to negotiate with its lessors to obtain lease reliefs and account for COVID-l9
related rent concessions.

ii. Amendments to IFRS 9, IAS 39 and IFRS 7 (Interest rate benchmark reform)

The arnendments in Interest Rate Benchmark Reform clarifies that entities would continue to apply
certain hedge accounting requirements assuming that the interest rate benchmark on which the hedged
cash flows and cash flows from the hedging instrument are based will not be altered as a result of interest
rate benchmark reforms.

The amendments affect the following areas;

a) Highly probable requirements for cash flow hedges (IFRS 9 and IAS 39) - If the hedged item is a
forecast transaction, the company shall detennine whether the forecast transaction is highly
probable assttmins that the interest ra-te benchmark on which the hedged cash flows are based ij not
altered as a result of the interest rate benchmar* reform.

b) Reclassification of the amounts in the cash flow hedged reserve to profit or loss (IFRS 9 and IAS
39) - To determine whether the hedged cash flows are expected to occur, the company shall assume
that the interest rate benchmark on which the hedged cash flows are based is not altered as a result
of the interest rate benchmark reform.

c) Assessment of economic relationship between the hedged item and the hedging instruments (IFRS
9) - The company shall assume that the interest benchmark on which the hedged cash flows and/or
the hedged risks are based, or the interest rate interest benchrnark on which the cash flows of the
hedging instruments are based, are not altered as a result of the interest rate benchmark reform.

d) Prospective assessment and retrospective assessment (IAS 39) - The Cornpany shall assume that
the interest rate benchmark on which the hedged cash flows and/or hedged risks are based, or the
interest rate benchmark on which the cash flows of the hedging instruments are based, is not altered
as a result of the interest rate benchmark reform.

8



RIVATEX EAST AFRICA LIMITED
ANNUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTING

POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
sorH luNn 2o2o

suMMARv oF SIGNIFICANT ACCOTTNTING POLICIES (continued)

e) Designation of a cornponent of an item as a hedgecl item flIrRS 9 and IAS 3g) * The company shall
apply the specific requirement in IFRS 9 and IAS 39, to determine whether the risk compoient is
separately identifiable, only at the inception of the hedging relationship.

iii. Amendments to Definition of Materials (IASI & IAS g)
Tlre amendments in Definition of Material (Amendments to IAS I & IAS g) clarifu the definition of
rnaterial align the definition used in the Conceptual Frarnework and tlre Standards. The revised
Definition of Material is "infonnation is material if ornitting, rnisstating or obscuring it could reasonably
be expected to influence decisions that the primary users of general purpose financial statements make
on the basis of those financial statements which provide financial infonnation about a specific reporting
entity."

Tlre principle accounting policies adopted in the preparation of these financial statements are set out
below:

i) Revenue recognition

ft.evenue is recognized to the extent that it is probable that future economic benefits will flow to the
company and the revenue can be reliably meastred. Revenue is recognized at the fair value of
consideration received or expected to be received in the ordinary course of the company's activities, net
of value-added tax (VAT), where applicable, and when specific criteria have been met.

Revenue from the sale of goods and services is recognized in the year in which the company delivers
products to the customer, the customer has accepted the products and collectability of the related
receivables is reasonably assured.

Grants from National Goverrunent are recognized in the year in which the company actually receives
such grants' Finance incotne comprises interest receivable fi'om bank deposits and inveshne,t in
securities, and is recognized in profit or loss on a time proportion basis using the effective interest rate
method. Dividend income is recognized in the income statement in the year in which the right to receive
the payment is established. Rental income is recognized in the income staternent as it accmes using tle
effective lease agreements. other income is recognized as it accrues.

ii) In-kind contributions

In-kind contributions are donations that are made to the company in the forrn of actual goods and/or
services rather than in money or cash terms. These donations may include vehicles, equiprnent or
personnel services. Where the financial value received for in-kind contributions can be reliably
detennined, the company includes such value in the statement of cornprehensive income both as revenue
and as an expense in equal and opposite amounts; otherwise, the contribution is not recorded.

9
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ANNUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTING

POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
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SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (continued)

iii) Property, plant and equipment

flll categories of property, plalt and equipment are initially recorded at cost less accumulated
depreciation and impairment losses.

Certain categories of'property, plant and equipment are subsequently carried at re-valued arnounts, being
their fair value at flre date of re-valtntion less any subsequent accumulated depreciation and impairment
losses. Where re-measurement at re-valued amounts is desired, all items in an asset category are re-
valued through periodic valuations carried out by independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other comprelensive
income. Decreases that offset previous increases in the carrying amount of the same asset are charged
against the revalttation reserve account; all other decreases are charged to profit or loss in the income
statement.

Gains and losses on disposal of iterns of property, plant and equiprnent are determined by comparing
the proceeds from the disposal with the net carrying amount of the items, and are recognized in profit
or loss in flre income statement.

iv) Depreciation and impairment of property, prant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates mainly
to the cost of ongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipment is recognized in the income statement o1 a straight-li,e
basis to write down the cost of each asset or the re-valued amount to its residual value over its estirnated
trseful life. The annual rates in use are:

a.

b.

c.
d.

e.

f.
ob'

Land
Buildings
Plants & Machinery
Office Furniture
Office Equiprnent
Motor Vehicles and Tractors
Computers

-Amortized over the rernaining lease period
- 2.s%
- 2.s%
- 12.s%- r2.s%
- 12.s%
- 25o/o

A full year's depreciation cltarge is recognized both in the year of asset purchase and in the year of asset
disposal. lterns of property, plant and equipment are reviewed alnually for impairment. Where the
carrying amount of an asset is assessed as greater than its estirnated recoverable amount, an impairment
loss is recognized so that the asset is written down immediately to its estimated recoverable amount.

10
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

v) Amortization and impairment of Intangible assets

Intangible assets comprise ptrchased computer software licenses, which are capitali zed onthe basis of
costs incurred to acquire and bring to use the specific software.

Amortization is calculated on the straight-line basis over the estimated useful life of cornputer software
of three years. All cornputer software is reviewed annually for impairment. Where the carrying amount
of an intangible asset is assessed as greater than its estimated recoverable amount, an irnpairment loss
is recognized so that the asset is written down immediately to its estirnated recoverable amount.

vi) Investment property

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or held under
an operating lease) held for lortg term rental yields and/or capital appreciation, and which are not
occupied by the company, are classified as investment properry under non-current assets.

Irrvesfinent property is carried at fair value, representing open rnarket value determiled periodically by
independent external valuers. Changes in fair values are included in profit or loss i1 the income
statement.

vii) Inventories

Inventories are stated at the lower of cost and net realizable value. The cost of inventories comprises
ptrchase price, irnport duties, tansportation and handing charges, and is determined on the moving
average price method.

viii) Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible arnounts.
These are assessed for irnpairment on a continuing basis. An estimate is rnade of doubtful receivables
based on a review of all outstanding arnounts at the year end. Bad debts are written off after all efforts
at recovery have been exhausted.

ix) Taxation

Current income tax assets and liabilities for flre current period are measllred at the arnount expected to
be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted, at the reporting date i1 the area where the
company operates and generates taxable income. Current income tar relating to items is recognized
directly in net assets and not in the staternent of financial performance.

Management periodically evaluates positions taken irr the tax returns with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

t7
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S IGNIFICANT ACCOUNTING POLICTES (Continued)

x) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and
highly liquid investtnents with an original maturity ofthree months or less, which are readily convertible
to known amounts of cash and are subject to insignificant risk of changes in value. Bank account
balances include amounts held at various commercial banks at the end of the fina,cial year. For the
puposes of these financial statements, cash and cash equivalents also include short term cash imprests
and advances to authorized public officers and/or institutions which were not strrendered or accounted
for at the end of the financial year.

xi) Trade and other payables

Trade and other payables are non-interest bearing and are carried at arnortized cost, which is measured
at the fair valtre of contactual value of the consideration to be paid in future in respect of goods and
services supplied, whether billed to the company or not, less any payments made to the suppliers.

xii) Provision for stalf leave pay

Employees' entitlements to annual leave are recognized as they accrue at the employees. At provision
is rnade for the estirnated liability for annual leave at the reporting date.

xiii) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic environment
in which the company operates, Kenya Shillings. Transactions in foreign cunencies during the year are
translated into the firnctional curency using the exchange rates prevailing at the dates of the transactions
or valuation where items are re-measured Any foreign exchange gains and losses resulting from the
settlement of such hansactions and frorn the translation at year-end exchange rates of rnonetary assets
and liabilities denominated in foreign currencies are recognized in profit or loss.

xiv) PROVISIONS
Provisions are recognized when the Company has a present legal or constructive obligation as a result
of past events, for which it is highly probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. During the financial year a general provision of Kshs. 3,g53,745 being 5% of the total tra,ie
debtors was provided as required under IAS 39,

2. RISK MANAGEMENT OBJECTIVES AND POLICIES

Rivatex East Af ica Limited's activities expose it to a variety of financial risks including credit and
lnarket risks. The Rivatex East Africa Limited's overall risk management policies are set out by the
Board and implemented by the management, and focus on the unprediciability of changes in tne
operating environment and seek to minimize the potential adverse effeCts of such risks on the iompany's
perfonnance by setting acceptable levels of risk. Rivatex East Africa Limited does not hedge ,g"irr.i
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SUMMARY oF SIGNIFICANT ACCOUNTING poLICrEs (conrinued)
ar:y risks' Rivatex East Africa Limited's activities expose it to a variety of financial risks, includingcredit risk and a description of the significant risk factors is dve; 6.io* togetler with the risk
uaanagement policies applicable.

L Credit risk

Rivatex East Af ica Limited does not have any significant concentrations of credit risk. Credit risk ontrade receivables. is rnanaged by ensuring that iredit is extended to customers with an established credithistory' The credit history is detennined by taking into account the financial position, p;;i fi;riencearrd other relevant factors' Credit is rnanaged by ietting the credit limit and tire credii p"iioJ t, .u"r,
customer. The utilization of the credit lirnits and the ciedit period is monitored by management on a
rrronthly basis.

iL Market risk

a. Foreign exchange rtsk

The Company closely monitors foreign exchange rates. Currency exposure arising liom liabilities
denominated in foreign currencies is rnanaged prirnarily tlrouglr theiroldnrg of bank balances in dollars.
Foreign currency letters of credit facilities are also ur.i to manage foreign currency fluctuations.

b. Cash flow andfair value interest rote risk

As the Comparry has no sigrrificant interest bearing assets, its incorne and operating cash flows are
substantially independent of changes in market interest rates.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgrnents are continually evaluated and are based on historical experience and other
factors, including experience of future events that are believed to be reasonable under the circurnstances.

^. 
Critical accounting estimates and assumptions

Propergt, plant and equtpment
Critical estimates are made by the Directors in determining depreciation rates for property, pla,t and
equipment. The rates used are set out in Note 2(d) above.

b. critical judgements in applying the entity,s accounting policies

In the process of applying the Cornpany's accounting policies, management has made judgements in
determining:

-The classification of leases
-The useful lives of, or expected pattem of consumption of the futtue economic benefits embodied
in depreciable assets
- Whether assets are irnpaired

t3
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4. REVALUATIONRESERVES

There was no revaluation made during this financial year hence the revaluation reserve value of seventy rluee
rrrillion six hundred and fifty two thousand six hundred and eighty shillings (Kshs.73,6 52,6g1)rernained the
same.

5. UTILITIES DEPOSITS

These are amounts paid to the KPLC as a deposit for power connection for the factory, showground
stand, Eldoret, Nairobi and Kisumu factory outlets including rent deposits for existing outlets.

Utilities denosits

6. REVENUE

It is the gross revenue for the year. This figure is composed of woven fabrics both printed and dyed
Also the woven cloth was sold befor-e being dyed or printed.

Rent & power connection deposits b/f
Rent deposit refund Narok outlet
Rent deposits- Kitale & Nakuru outlets

Total

Products
Printed fabrics
Dyed
Cloth (Grey)
Bleached
Garments
Waste
Others

Less
Discounts
Return Inwards
Dyed fabrics

2019t2020

Kshs

20181201,9

Kshs

380,140 380,140

380,140 380,140

2019t2020
Kshs

2018t2019
Kshs

96,319,430
49,807,506

8,153,170
11,465,395
86,117,957

1,273,934
509,574

39,952,306
20,607,929
3,373,396
4,743,924

35,631,390
52?,492
2t0.837

253,646,966 104,946,764

(374.000)
(374,000)

253,272,966 104,946,764TotalSales
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NOTES TO THE FINANCIAL STATEMENTS

7. COST OF SALES

DIRECT COST

Opening Stock

Add: Purchases

Less: Closing stock

Cost of Raw materials

Direct labour

Factory Electricity
Factory Water

Sub-Total

INDIRECT COST
Fuelwood expenses

Salaries & Wages

Packaging materials

Designs & Screens

Lubricants & Oils
Spares & Consurnables

Staff uniforms & Consumables

Tailoring Consumables

Depreciation

Sub-Total

TOTAL COST

Add: Opening Work-ln-Progress

Less: Closing Work-ln-Progress

COST OF GOODS MANUFACTURED

Add Opening Finished goods

Less Closing Finished goods

COST OF SALES

2019t2020
Kshs

2018t2019

Kshs

106,149,833

330,104,493

(301,511,842)

70,350,581

87,207928
(1 06,149,833)

128,742,484 51,408,675

73,161,594

84,584,634

13,385,798

38,353,247

23,411,125

6,046,516

299,874,509 119,219,623

10,458,060

51,454,911

497,913
3,133,984
9,738,651

1,522,825

1,911,250

7,403,684

118,873,579

5,135,070

41,835,352

356,884

530,310

382,619

827,289

702,295

6,343,573

41,527 ,769

204,994,856 97,,635,160

504,869,366 216,854,793

317,517,112

324,285,643

279,925,314

317,517,112

498,100,835 179,262,985

79,724,508

85,820,067

57,932,206

79,124,508

492,005,276 157,,470,683
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NOTES TO THE FINANCIAL STATEMENTS

8. GOVERNMENT GRANTS

Government grants are assistance by government in the forrn of transfers of resources to an entity in
return for past or future compliance with certain conditions relating to the operating activities of the
entity. They exclude those forms of government assistance which cannot reasonably have a value placed
upon them and transactions with goverrrment which cannot be distinguished from the normal trading
transactions of the entity. Govemment grants related to assets, including non-monetary grants at fair
value, shall be presented in the statement of financial position either by setting up the grant as deferred
income or by deducting the grant in arriving at the carrying amount of the asset in accordance with IAS
20 Accountingfor Government Grants and Disclosure of Government Assistance. During the financial
year the Company received grants of Kshs.1,080,000,000 (nine hundred and eighty million shillings
(Kshs.980,000,000) for capital expenditure and one hundred million shillings (Kshs.100,000,000) for
cotton development) while in 201812019 the govermnent grants were nine hundred and eighty million,
five hundred thousand shillings (Kshs.980, 500,000)

2019t2020

Restated

201812019 2018t2019

Kshs Kshs Kshs

Reccurrent grants received 100,000,000 100,843,012
Capital grants realized (see note below) 980.000.000 879,656,989 980.500.000
Total 1,080,000,000 980,500,000 980,500,000

Name of the Entity sending
the grant

Amount recognized in
the Statement of
Comprehensive

Income
KShs

Amount
recognised in
capital fund.

KShs

Total grant
income during

the year
KShs

Ministry of Industrialization,

Trade and Enterprise

Developrnent. 100,000,000 950,000,000 1,050,000,000

Ministry of Education 30,000,000 30,000,000
Total 100,000,000 980,000,000 1,080,000,000
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Restatement: In the financial year 201812019, the company received Grants of Kshs. 9g0,500,000.
f{owever, Kshs. 100,843,012 was intended for Cotton Developrnent prograrn which was then
classified under capital firnd; this has been restated as a recurent grant and the s.une recognized in the
statement of comprehensive income.

9. OTHER INCOME

Other fncome
Lease of motor vehicle to Confucius Institute
Training fee

Other Income

IO. OTTTER GAINS AND LOSSES

FOREX gain

0ther Operating Income

20,9n020
Kshs

20finug
Kshs

195,000 1,800,000
17,900,000

195,000 19,600,000

20,9n020

Kshs

20nn0I9
trGhs

6,442 0

6,442 0
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ItC;.i'r:1.-";:r ::if;*..' flF't.i jr:h.%trJl:i tT4
if-+a&18{*q{Ui;:.*J+;x{d,*dirr6taffiB!&i$af,fi,pr*spw.rr6t(*i+},r{S?*efirre$li6rirj

1 I ADMINISTRATION COSTS

(a) Ad ministration Expenses

General adminishation expenses

Postage and stationery

Sundry expenses

Telephone and internet expenses

Travelling, Air Tickets and subsistence allowances

Depreciation Property, plant and equipment(ppE)

Legal fees

Motor vehicle Repairs and Maintenance

Research and product development

Water

Elecricity

Fuel and Oil

Staffcosts

lnsurance

General provisions for bad debts

Cotton development

Sub-total

Restatement: In the financial year 20t812019, the company recognized Kshs. 100,g 43,012 in the
statement of comprehensive income. This was expensed against cotton development prograrns i.e.
purchase of cotton seeds, pesticides and fertilizers for farmers in cotton growing regions which the
company has signed agreements with.

2019t2020

Kshs.

Restated
2018t2019

Kshs.
2018t2019

Kshs.

3,725,709

7,757 ,147

2,152,333

3,063,197

4,933,993

8,414,976

750,000

2,977,312

4,334,600

704,516

3,067,936

5,620,624

6,050,066

6,307,119

| ,473,411

000100

2,I94,221

2,174,127

1,267,476

l,4g7,2gg

3,959,337

4,614,197

1,563,605

1,987,561

3,970,740

671,,,942

2,607,236

6,531,077

4,024,079

5,877,297

2,490,334

100 l2

2,194,227

2,174,127

1,267,476

l,4g7,2gg

3,959,337

4,6L4,197

1,563,605

1,997,561

3,970,740

671,942

2,60r,236

6,531,077

4,024,079

5,877,297

2,480,334

155,232,721 146,247,419 45,404,406
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ANNUAL REPORTS, FINANCIAL STATEMENTS, SIGNIFICANT ACCOUNTING
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11 (b) Personnel Expenses

Salaries

NSSF Employer Confiibution
Employer's Pension Contribution
Gratuity

Sub-total

I I (c) Board Expenses

Board Expenses

Sub-total

r 1 (d) HONORARTA

Honoraria

Sub-Total

I I (e) AUDIT FEES

Audit fees

Sub-totaI

2019D020

Kshs.

2018/2019

Ituhs.

38,996,015

1,604,900

11,646,355

1,266,376

34,522,210

1,154,000

9,777,346

886,463

53,403,545 46,340,019

2019t2020

Kshs.
20t8t2019

Kshs.
3,808,305 4,395,570
3,809,305 4,395,570

2019n020
Kshs.

2018t2019
Ifths.

608,850 8l l,g00
608,850 811,900

2019.n020
Kshs.

2018t2019
Kshs.

290,000 290,000
290,000 290,000

2019t2020
Kshs.

2018n019
Kshs.

213,343,421 198,094,907Total Administration Cost (Note lla-lle)
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NOTES TO THE FINANCIAL STATEMENTS

12. SALES & MARKETING EXPENSES

Selling & Distibution expenses
Outlets Sundry expenses
Rent-outlets
Total Sales & Marketing Expenses

13. FINANCE COSTS

a. Bank Charees
Ledger Fees

Total

b. Letter of Credit
Letter of credit

Total

The letter of credit relates to Exirn Bank loan issuance charges

2019t2020
Kshs.

2018t2019
Kshs.

6,532,573
715,597

6,446,542

3,299,606
4gl,g36

6.597,872
13,694,706 10,379,314

2019t2020
Kshs.

2018t2019
Kshs.

1,609,052 805,672
1,609,052 805,672

2019n020
Kshs.

2018n019
Kshs.

9.391.013 6.111.979
9,391,013 6,lll,g7g
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RIVATEX EAST AFRICA IIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2O2O

NOTES TO FINANCIAL STATEMENTS

1 5. RIGHT.OF-TISE ASSET

2019-2020 2018-2019

Kshs Kshs
COST

At July 1 50,322,233 50,322,233
At June 30 50,322,233 50,322,233
AMORTISATION
At July 1 9,072,936 8,261,859
Charge for the year 751,078 751,078
At June 30 9,764,014 9,O12,936

NET BOOK VALUE
At June 30 40,558,219 41,3O91297

Note The cost (Land) carried in the financial statements is amortized to the income
statement on a straight-line basis over 67 years of the rernaining 99 year lease period.

16.INVENTORY

Raw materials

Finished goods

Work-In-Progress

Sub-Total

Consumables, spares
& accessories

Sub-Total

Total

2019t2020

Kshs

2018t2019

Kshs

307,571,942

85,820,067

324,285,643

I 06,1 49,933

79,724,509

317,517,112

777,617,552 503,391,453

205,507,567 278,566,993

205,507,567 278,566,993

923,125,119 781,959,436

Inventories are valued using First in First out (FIFO) rnethod. They are valued at lower of cost
and net realizable value.
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RIVATEX EAST AFRICA LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2O2O

NOTES TO THE, FINANCIAL STATEMENTS

17. TRADE & OTHER RECEIVABLES

Trade and other receivables as at the end of financial year was Kshs. 84.53 rnillion.

Trade receivables
Prepayments (Note 2a@))
Other receivables from related parties (Note 24
(b)
Utilities deposits (Note 5)
Provisions for bad & doubtful debts

Total

2019t2020

Kshs

Restated
2018t2019

Kshs
2018t2019

Kshs
79,074,907
14,148,900

5,071,991

380,1 40
(1.473.411\

49,779,670
2,555,126

7,145,545
390,140

(2,480,334\

49,778,670
2,555,126

7,145,545
380,140

97,202,416 57,379,147 59,859,491

The past due debtors are not impaired and continue to be settled. The company does not hold
any collateral against the past due or impaired receivables. The management continues to
actively follow up past due and impaired receivables. Periodically, each debt is assessed
individually and provisions recalculated based on the history of debt recovery. In case of
liquidation, receivership and insolvency the provision is always be a hundred percentum
(100%). In the case of imprest and supplier prepayments, no provision for bad debts is rnade
until the imprest holder is confirmed dead or the entity is insolvent. The Company's general
provision for bad and doubtful loans is as provided for in its Credit control policy.

Restatement: In the financial year 201812019, the provision for bad & doubtful debts was
classified under current liabilities; instead, the amount should have been netted off against the
gross trade receivables as provided by the revised financial reporting formats.

18. BANK AND CASH BALANCES

Bank and Cash included in the Staternent of Cash flows comprise of the following Statement
of financial position items:

2019-2020
Kshs

2018-2019

Kshs
Cash at bank 71,296,874 43,969,617
Cash in hand r 80,731 65,015
Total 71,477,545 44,034,632

T'lte bulk o/'the cash at bank was held at Equity Bank of Kenya and Kenya Comntercial Bank,
the company's ntain bankers.
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RIVATEX EAST AFRICA LIMITED
FINANCIAI Sf,ATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2O2O

NOTES TO THE FINANCIAL STATEMENTS

The rnake-up of bank balances is as follows.

Cash at Hand

Bank Balance
Equitv Bank
Main Account (030029 I 3453 10)
Sales Account (03002 92559317)
Nairobi Account (0300297 53 1263)
Moi University Account (03002949 I I 893)
Canteen Account (03002943634 I 4)
Narok Account (0300297 53 I 280)
Dollar Account (03002955 72545)
Kenva Commercial Bank
KCB Main Account (1182314430)
MUPEN Account (1 I 20920809)
Nakuru Account (l 17 5072886)
Kisumu Account (1 121365930)
Showroom Account (1 1 3 61 529 89)
Sub-total
Total

19. SHARECAPITAL

20. REVALUATION RE,SERYES

The revaluation reserve relates to Work-in Progress which was carried forward from last
financial year.

AUTIIORISED
50,000 Ordinary shares of @ Kshs.20
ISSUED & FULLY PAID
50,000 Ordinary shares of @ Kshs.20

Revaluation reserves b/f
Total

2019nO20
Kshs

2018n0]9
Kshs

1,000,000 1,000,000

1,000,000 1,000,000

2019D020
Kshs

20,8n0 .9

Kshs
73,652,690 73,652,690
73,652,690 731652,690

2019t2020
Kshs

2018/2019
Kshs

180,731

187,641
7,774,699

263,955
903,611
l3g,g23

16,040
162,459

59,817,534
l g,50g

1,873,419
33,962

106.074

65,015

239,209
6,497,344

371,446
163,539
183,751

23,509,067
156,076

17,320,243
196,624

1,309,799
29,323
15,267

71,296,914 43,969,617
71,477,545 44,034,632
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NOTES TO THE FINANCIAL STATEMENTS

2I. RETAINED EARNINGS

This is made up of:-

Retained earnings b/f
Net Loss for the year
Total

22. CAPITAL RESERVES

The Capital reserves comprises of Government grants, Shareholders cash injections and
donations

Capital Reserves
Grants for the year-Government subventions

- LMW Machines

Total

2019t2020
Kshs

Restated
2018n019

Kshs
2018t2019

Kshs
7,399,499,299

990,000,000
602,610,677

4,119,769,099
879,656,999

2,400,062,212

4,119,769,099
980,500,000

2.400.062.212

8,982,098,976 7,399,499,299 7,500,331,311

Restatement: In the financial year 201812019, the company received Grants of Kshs.
980,500,000. However, Kshs. i00,843,012 was intended for Cotton Development program
which was then classified under capital fund; this has been restated as a recurent grant and the
same recognized in the statement of comprehensive income.

23. TRADE AND OTHER PAYABLES

This is made up of:-

2019-2A20

Kshs
2018-2019

Kshs
Trade ables zss.254"605 26,407,029
Accrued 330.000 290,000
Retention/ contract rnonies 17.640.172
Total 273,224,777 26,697,O29

2019t2020
Kshs

2018t2019
Kshs

(1,434.041,085)
(376,569,160)

(1,296,579,406)
(147,462,679)

(1,810,610,245) (1,434,041,094)
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NOTES TO THE FINANCIAL STATEMENTS

24 (a). PREPAYMENTS

The prepayments for various goods and services as follows:-

24 (b). RELATED pARTy TRANSACTTONS

During the financial year the following transactions were carried out with related parties

Insurance (General & Motor Vehicle)
Motor vehicle (Fire fighting vehicle
(Kshs. 9,351,800 & Isuzu double
cabin(Kshs . 4,797,000)

Total

2019t2020

Kshs

2018t2019

trGhs

14,148.800

2,555,126

14,148,900 2,555,126

2019n020

Kshs

20fiDAI9
Kshs

5,071,981 7.14s.54s

5,071,981 7,145,545

Trade debts

Total

Sales to related parties were made at terms and conditions similar to those oflered to major
customers. The related party is MoiUniversity which is the majority shareholder of Rivatex.

Transactions with related parties

a) Sales to related parties

Sales of goods to Moi University 3,208,677 2,471,916.33
Sales of services

Total 3,208,677 2.471.916.33

b) Grants from the Government

Grants from National Govt 1.080,000.000 980.500.000
Grants from County Government
Donations in kind
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Total 1,090,000,000 980.s00.000

c incurred on behalf of relatetl

of salaries and for
for and services

Total

d ma com ensation

Directors' emoluments 4.417.155 5.207.370
tion to the CEO 1,602,000 1,602,000

to 22,253,250 21,603,900

Total 28.272.40s 28.413.t70

25. OPERATING PROFIT/ (LOSS) TO CASH GENERATED FROM OPERATIONS

2019-2020

Kshs

201&2019

Kshs

Reconciliation of operating profit/(loss) to cash
generated from/(used in) operations

(376,569,t60\ (147,462.679\
127,289,455 45,390,997

Arnortisation 751,079 751,079
Operating profit/(loss) before working capital changes (248,529,627) (101,320,714)
Increase decrease in inventories (141,166,693) (117,490,234)

ln trade and other receivables (39.823.269\ (1.926.970\
decrease in frade and other 246.527.748 18,608.189

Cash ted used in (182,991,931) (202,119,7291
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26. LMW MACHINES

Lakshmi Machine Works (LMW) installed and commissioned machines amounting to
Kshs.602,610,677 which was financed through a bilateral agreement between the Kenyan and
Indian governments.

27 (a) PROFIT BEFORE TAX

The Net loss before tax is arrived after charging:

Depreciation (Note 13)

Employee benefits expense (Note 26 (b))
Directors' fees & emoluments
Auditors remuneration

Total

2019t2020

Kshs
2018t2019

Kshs
127,299,455
178,020,051

3,808,305

290,000

46,141,965
126,526,117

4,395,570

290,000

309,406,912 177,353,652

(b) Employee benefit expense

Salary and wages
Retirement benefits costs:

- Defined contribution scheme
- National Social Security Fund

Gratuity

Sub-Total

2019/2020
Kshs

2018/2019

Kshs
163,502,520

11,646,355
1,604,900
1,266,376

114,710,909

9,777,846
1,154,000

886,463
178,020,051 1261526,117
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28. STATEMENT OF TAXATION

a

a

Corporation tax
Add' brought forward
Less: paid during the year
Balance canied forward

a.

b.
basis.
c. Computer and peripheral computer hardware and software, calculators, copiers and
duplicating machines -25Yoper year on a reducing balance basis.
d. Furniture and fittings -l}ohper year on a reducing barance basis.

o Industrial Building Deduction- 50o/o in the first year and 25o/o onresidual value per year
on a reducing balance basis.
o Investment Deduction-S}o/o in the first year and 25o/o onresidual value per year on a
reducing balance basis.

Operating results before tax

Add back: Disallowed items:
Depreciation
Arnortization

Less allowed items:
Wear & tear allowance
Industrial Buildings
Deductions
Investment deductions
NET PROFIT/LOSS
Less Brought Forward losses

20t9t2020
Kshs

2018t2019
Kshs

(376,569,160)

r27,299,455
751,078

(147,462,679)

46,141,965
7s|,078

(248,529,6271 (100,569,636)

(748,087)

(2,882,960)

(118,324,596)

(3,126,002)

(2s6,084.989)
(370,495,170) (359,790,6721

(2,535,115,697) (2,175,335.070\
(2,905,600,967) (2,535,115,697)

nil
nil
nil
nil

nil
nil
nil
nil

The tax losses are carried forward for 9 years as per the Finance Act of 2015.
Machinery that qualify under wear & tear are classified as foilows,-

comrnercial Building -l1o/oper year on a reducing balance basis.
Motor vehicles and heavy earth moving equiprnent-25%per year on a reducing balance
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29. CAPITAL COMMITMENT

The capital commitrnents relates to the ongoing capital projects and new projects which have
been approved for implementation but are at various stages of irnplementation. These projects
are financed by the Government Grants. These projects are: Installation costs for Continuous
Dyeing machine, Continuous Scouring & Bleaching Range, 3-Stage Caustic Soda Recovery
Plant and Yarn Dyeing & Rapid Dryer machine and construction of perimeter wall.

Capital commitments at the year-end for which no provision has been made in these financial
statements are:

20t9-2020 2018-2019

Kshs Kshs

Amounts authorised and contracted for 76.538.720
Amounts authorizes but not contracted for 17,000,000
Less: Amounts included in Work in (14,661 731)

Total 78r876,999

30. CONTINGENT LIABILITIES

a) The company is subject to a number of contractual, legal & business claims incidental
to its operations, the outcome of which cannot at present be foreseen and the possible loss or
range of which cannot at present be meaningfully quantified. The company has various ongoing
legal cases from former ernployees and contractual disputes arising from normal courie o?
business. Our lawyers have assessed the status of the contingent liabitities and as a result do
not anticipate any additional material liabilities that may have a significant impact on this
financial statements. Based on the professional advice received from our lawyers, the
provisions made for all the claims sufficiently covers the expected losses arising from thern.

b) During the cormnissioning ofthe rnodernised factory on 21't June 2019, His Excellency
the President issued a presidential directive waiving 50% electricity costs incurred by thi
company in the course of operations. The management is still following up on the
implementation of the waiver with the Energy and Petroleum Regulatory Authoriry 1EpRA).
Consequently,50Vo of the electricity cost has been recognized in full on manufacturing.ort.
The rernainder fifty percent as per the Kenya Power electricity bills has been recognized as a
contingent liability awaiting confirmation by EpRA.
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c) Letter of Credit signify commitment by the company to make payments to third parties for
contracts entered into. The letter of credit of Kshs. 9,391,013 relates to EXIM Bank Loan (Bank
of India) obtained by the Government of Kenya.

Probable Legal costs
Electricity cost
Finance cost

Total

2019/2020

Kshs
2018t2019

Ituhs
15,900,000
54,327,976
9,391.013

0
6,111,979

79,618,999 6r1,171979

FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The company's overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.

The company's financial risk management objectives and policies are detailed below:

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated by
the company's management based on prior experience and their assessment of the current
economic environment.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity's directors, who have
built an appropriate liquidity risk management framework for the management of the entity's
short, mediurn and long-term funding and liquidity management requirements. The entrty
manages Iiquidity risk through continuous monitoring of forecasts and actual cash flows.
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(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices
and foreign exchange rates which will affect the entity's income or the value of its holding of
financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optirnising the return. Overall
responsibility for managing market risk rests with the Audit and Risk Management Comrnittee.

The company's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
committee) and for the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk.

31. COVID.19 PANDBMIC

The Company is continuously tracking the developing issues around COVID-19 and has put in
place measures to mitigate the impact of the outbreak to customers, employees and other
stakeholders. Additional overtime allowances were paid to staff working in the night shifts as
a result of the curfew that was irnposed by the government.

Owing to the pandemic, the company realized cash flow deficits as clients were not able to
meet due debt in tirne. Marketing activities were also greatly affected as movement restrictions
were effected by Government this shrank our market share.

Based on cash flow projections under the different scenarios, there is no significant
deterioration in the free cash flows under each scenario. The company does not expect any asset
impairrnent resulting frorn the pandemic.

Based on the assessments made, the management is not aware of- any material uncertainties
related to these events or conditions that may cast doubt upon the company's ability to continue
as a golng concern.

32. STAF'F COST

Following the onset of the COVID-19 pandemic, the Cornpany has incurred additional costs as
towards provision of personal protective equipment for staff, establishment of sanitization
stations, face rnasks, sanitizers etc. to prevent infectior/spread of the pandemic amongst our
staff in line with Ministry of Health protocols.
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33. INCORPORATION

The company is incorporated in Kenya under the Kenyan companies Act and is domiciled in
Kenya

34. EVENTS AFTER THE REPORTING PERIOI)

There were no material adjusting and non-adjusting events after the reporting period

35. CURRENCY

The financial statements are presented in Kenya Shillings (Kshs.)
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AP4ENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The following is the sumrnary of issues raised by the external auditor, and management
comirnents that were provided to the auditor. We have nominated focal persons to resolve the
variqus issues as shown below with the associated time frame within which we expect the issues
to be resolved.

1.0

2.0

Non-maintanance

of works in
progress Register

The work in progress

register was provided in
support of Kshs.
353,015,778 relating to the
construction of the new
spinning shed which was at
9 1 

o/o lev el of completion and
Kshs. 3,457,133,648 being
assorted machines from
Lakshmi Machine works as

per the financial statements.

CPA. BettK.
Stanley

(Chief
Accountant)

Resolved

Overstatement of
inventory

Included in the raw
materials is chemicals figure
of Kshs. 15,484,685 which
are classified as 'not
moving'. These chemicals
were purchased

immediately after the
acquisition of the Cornpany
by Moi University in the
year 2007 and were
specifically to be used by
some of the old obsolete wet
processing machinery that
were dismantled. However
after modernization these

chemicals are no longer in

CPA. Bett K.

Stanley

(Chief
Accountant)

Not
Resolved

NA

30t06t2022
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Managing Director

(Rivatex East Limited)

Date.

E YEAR ENDED 3OTH JUNE 2O2O

5 . Chairman of the Board

Date

use and therefore the
management through the
board will request for
disposal of the chemicals
following the legal
framework in consultation
with the National
Environmental Management
Authority (NEMA)
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APPENDIX I1: PROJECTS IMPLEMENTED BY Tm ENTITY
Projects

Projects irnplemented by the State Corporation/ SAGA Funded by development partners

MODERNIZATION
OF TEXTILE
MACHINERY

l175 EXIM
BANK OF

INDIA

COMPLETED USD
29,950,000

NO YES
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APPENDIX III: INTER-ENTITY TRANSFERS

Indicate the FY to
which the amounts

relate

Indicate the FY to
which the amounts

relate

20t912020

2019t2020

2019t2020

201912020

2019t2020

201912020

The above amounts have been communicated to and reconciled with the parent Ministry

a. Recurrent Grants

Bank Statement

Date Amount (KShs)

Total

b. Development Grants

Bank Statement

Date Amount (KShs)

1010412019 50,000,000

t010412019 300,000,000

2710212020 650,000,000

27t02t2020 50,000,000

18t03t2020 20,000,000

18103t2020 10,000,000

Total 1,080,000,000
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ANNUAL REPORTS, rI NANCIAL STATE MENTS, SIGNIFICANT ACCO UNTING
POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED

3orlr JUNE 2o2o

y7s have factory outlets in various towns across the country where customers can purchase our quality
products at affordable prices:

N:rirohi ()utlcl lr i.s r; 111g- (,f.11 {l.t-11

Bazaar Building along Moi
Avenue, Biashara Street.

Mobite no: +2547 27 84687 9

Email:
nairobi outlet@ivatex.co.ke

Iildoret (lrrtk'l

Mupen Building along Ronald

Ngala Street.

Mobile r,o: +2547 25 I 04530

Email:
eldoretoutlet@ivatex. co. ke

RahemtullaBur{a Building along
Paul- lvlboya Road.

Mobile no: +2547901 6363 I
Email:

kisumuoutlet@rivatex. co.ke

l:l-tlgru,t talUJfl.rss

OffKisumu Roa( along Kipkaren
Road.

'.' P.O Box 4744-30100,
Eldoret.

'1x" Mobile no: +254725A0$76
Email : showroom@ivatex.co.ke

.' ;t"lr_ru:u 1) rr [-ls I

Baraka Plaza along Kenyatta
Street Opposite Equity Biashara

Street.

Mobile no: +25 47 1 4106594
Email : nakuruoutlet@ivatex. co.ke

$ ! ot t lr_ivtU:i tr.,lQpt let

Adrninistration Block, main
Campus

Mobile no: +25 4'7 21 439 191

Email:
moiun iversityoutlet@ivatex. co.ke

!,r.' . .. #T
R\.I'.1'l ()rrtlet

RVTTI, Eldoret

Mobile \o : +25 47 21 439 19 1

Email : rvft ioutlet@rivatex. co.ke


