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, Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30,2023

KEY ENTITY INFORMATION

Background information

Chemelil Sugar Company was established in 1965 as a private limited Company and later became a Parastatal rn 1974. lt

is currently a Parastatal u nder t he M in istry of Agricu ltu re, Livestock, Fis heries a nd Cooperataves State Department o,

Crop Devetopment. The Company is domiciled in Kenya and is located along Awasi - Nandi Hills Road in Muhoroni sub

County of Kisumu County, approximately 50 kilometres from Kisumu City

Principal Activities

The principal activity of the Company is to manufacture sugar and co-products from sugarcane and to establish and

manage sugarcane plantations. lts vision is to be the Company of choice in the production and marketing of sugar as

well as in sugarcane cievelopment in the region. The Company's core objectives include cane development, factory

capacity utilization, marketing and distribution, environmental management and corporate citizenship.

Oirectors
The following were the Oirectors serving during the year/period after the appointment on 14th April 2023 via gazette

notice No.4841 and No 4847 respectively.

1.

2.

3.

4.

5.

6.

7.

8.

9.

10

Eng. John Nyambok
Ms. Jacquiline Kotonya
Mrs. Mary Simat
Mr. samuel ogolla bonyo
Mr. Henry Ntongai Mitu
Mr. David Kiplagat Kitur
Ms. Ms Enricah Apiyo Dulo

Mr. John Kipyegon Chesiror
State Department for crop Development
lnspector- General (Corporations)

chlef offlcers

1. Ms. Jacquiline Kotonya
2. CPA Steven Aluoch
3. Mr. Jorim Osewe
4. Mr. Joseph Kiilu

5. Mr. Constance Webale
6. Ms. Lindah Kiplagat
7. Mr. Henry K Sigei

Corporate Secretary

lmage Registers
P.O. Box 9287- 00100
Nalrobl, Kenya.

Corporate Headquarters

P.O. Box 177-40107
Awasi-Nandi Hills Road

Muhoronl, (enya

- Chairman

- Ag Managing Director

- lndependent Director

- lndependent Director

- lndependent Director

- lndependent Director

- lndependent Oirector

- lndependent Director

- Alternate, Ms. Agnes Chepng'eno soi

- Alternate. Mr. George Ombua

- Ag Managing 0irector

- Head of Finance (Ag)

- Head of A8riculture (Ag)

- Head of Factory (Ag)

- Head of Human Resources (Ag)

- Marketing Manager

- lnternal Audit Manager (Ag)
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Corporatr Contacts .. -.
r .11

, :t I
Telephone d 2541 o2o-2o31881 1 4 15
E-mail: @offi ce@gmail.com
Webalte: www.chemsugar .go,ke

Corpor.tc Eanke's

1. Kenya Commercial Bank Llmited
P.O. BOX 17401@
xlss4!u,,(coFr

2. Co-opcrath,e Bank of Kenya Limlted
P.O BOX 301511.4O10O
Xh{mu, K.nya

lndap.ndant Audltors

Audltor General
Kenya National Audit of{lce
Annlversary Towers, University way
P.O. Box 3q)84
GOP 00100

.lrcbl, x:ny.

Prlndp.l ls3.l Advlse?s

1. Migos Ogamba & comp.ny
P.O. 8ox 17- 40100
,{rlrobl, Kcny..

2. otleno RaSot & Company
P. O. Box 3051-40100
xbumu, X.nyr.
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THE EOARD OF DIRECTORS

KEY QUATIFICATIONS ANO EXPERIENCEDIRECTON'S NAME

1 Eng. John Nyambok

Chalrman

2. Ms.Jacqueline
kotonya

AE Mana8ing Oirector

Bachelor of science degree in Chemistry, Certificate in Environmental lripact

Assessment and Environmental Audit, ISO 14001 Lead Auditor certification - EMS,

lSO9OOl Auditor certitlcation - QMS, ISO 22000 Auditor Certification-Food stfety

Management Systems, HACCP Cenification, Training in Occupational Health &

Safety, Training in Energy Management, Training in Kaizepen Principles, Trahing

in Performance Appraisal

3. Mrs. Mary slmat

lnd€pendent Oirector

4 Mr. samuel Ogolla bonyo

lndependent Director

4.Mr, Henry Ntongal Mltu

lndependent Director
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5.Mr. Davld xlPlagat Kltur

lndependent Director

5.Mr. tti. Enrlcah APIYo Dulo

(lndependent oirector)

7. Mr. John XlPYegon

cheslror

(lndependent Director)

9. Mr. GeortG Ombua

Alternatc Dlr.ctol

Ms.Agnes Chepng'eno
soi

Altcrnate Dlractor

lo.Abdul Helec{n
rnoha

rescntatlve,

K

lmate
CompanY
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MANAGEMENT TEAM

KEY QUALIFICATIONS AND EXPERIENCEMANAGER'S NAME

Ms. Jacqueline Kotonya
BSc (Chemistry), AWS€, EIK

At Manating Director.

Bachelor of science degree in chemistry, Certificate in Environmcntal lmpact

Assessment and Environmental Audit, ISO 14001 Lead Auditor certification - EMs,

|5O9OO1 Auditor certification - QMS, ISO 22000 Auditor CertificatioftFood safety

Management Systems, HACCP Certification, Training in Occupational Health & Safety,

Training in Energy Management, Training in Kaizepen Principles, Training in

Performance Appraisal

chelor of Science in Food Science & Post harvest Technology

ad ol Factory (Atl

Mr, Joscph Mutlsya Klllu
8Sc (Food Sc. & Technology)

luoch

CPA Steven Aluoch

chelor of Science Degree in Agricultural Engineering, ERB (Graduate Engineer No

934)

Head of Atrlculture (At)

Mr. Jorlm osewe
BSc. (Agriculture)

of Flnance

chelor of Commerce (Accounting option), CPAK Member No. 12004



ead of Human Resource (At)

ified Human Resource Professional - CHRp-K, Associate Member, lnstitute of Huntah
source Professionals - IHRM (Member No. 08994), Bachelor of Business Managemer

HR Management option), Diploma in Human Resource Management, Certified Employee
lations Professional

upply Chaln Manater (At)

Bachelor of Business Management (purchasing & Supplies management), Diploma in
Business Administration, KISM Member No. 70741

Ms. Constance Webale
BBM (Human Resource Mgt),

cHRP(K)

Mr, .lapheth OJwant
BBM (Purchasing & Supplies), Dip

8A, KISM, CIPS

Ms. Undah J. KlPlagat
MBA (Strategic Mgr), BBA

(Marketlnd, MSK

arketlnt Maflrge,
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CHAIRMAN'S STATEMENT
ovERvlEw
Despite the Sugar lndustry's continued general sugarcane deficit, the can€ supply in Nyando sugar belt durinB the
2022/2023 financial year was much better compared to a number of preceding year(s) owing to the effect of the annual

maintenance done in the year 2022/2023 and Sugar selling price was also generally stable and hiSh during th€ year

being supported by government control over sugar imports. The main set back that curtailed the Company's
performance during the year under review was frequent breakdowns of key machinery in the factory due to a8einB
plant. The plant had not undergone major maintenance since the year 2013.

OPERATIONS
The volume of cane milled reduced to 252,603 tonnes down from 276,853 processed in the previous year. Thas was

mainly because of the shortage of the raw material due high drought experience I the year 2022/2023. Unlike the
preceding years. The average €onversion ratio was 14.54 tonnes of sugarcane to one tonne of sugar compared to 16.14

in th€ previous year. The company sold a total of 16,558.46 tonnes of sugar compared lo 17,246.78 tonnes sold in
202l/2022. Accordingly, the gross turnover rose to Kshs. 1,905 million compared to Kshs. 1.472 million achieved in the
previous year mainly because of the high price of sugar and molasses.

RESULTS

Ihe Company posted reduced loss of Kshs 76 million compared to the loss of Kshs 694 million in the previous year

TAX CONTRIBUTION

The Company continued to be one of the large tax payers to the government. During the financial year, the Company

accrued/paid (shs. 304 million in vAT compared to Kshs. 235million the year before.

CORPORATE SOCIAT RESPONSIBILITY

Despite constrained cash flows the Company continued to Olay its role as a responsible corporate citizen. The key focus
areas during the year under review were education, health, sanitation and environment. Through its own sporsored
Chenrelil Sugar primary and secondary schools and by supporting a number of other public schools within Chemelil

zone, the Company continued to empower the population in the community. The Company also operates a health
facility which supports the community's health, through its MCH and general healthcare services.

DIVIDENDS

The company remains committed to its primary objective of maximization of Shareholders' fund and in giving a return
on investment through payment of dividends. However, due to the low performance for the year, loss incurred and the
aforementioned financial constraints, the Company was not in a position to pay dividends. Measures are beinS put in
place and this situation is likely to change in the coming years and dividends shall be paid accordingly.

PERFORMANCE CONTRACT

The company entered into a negotiated performance contract with the Government of Kenya for the year 2022/2023 by

setting targets in line with the Strategic plan 2022/2023-2026/2027 and the Approved Budget for 2022/2023. The

Company did not achieve its profitability target fot 202212023 given the conditions it operated in but there is strong and
positive indication of improved performance towards achieving and surpassing our boundaries of success.
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Rf!.IEI^/ OF CI.'RRENT AND FUTURE BUSIN€5S OUTI.OOK

Access to adequate quality raw material and stability of market sugar price remain the key determjnants of the
Company's operational performance. The company ccntinues to enFaqe and/or contract farmers for cane supply.

lmproveme:it in cane availabilify is being pursJed through planti,6 rl .tgl',5ue,ose and early maturing rane lvitl';r'the
nucleus estate and improving extension services to farmers. Continued support to farmers with subsi( i:ed Coll farm

inputs and implements is on-€oing. All these efforts are aimed at improvinB the quantity and quality or sugarr:ane for
milling. The cane testing unit which will peg cane payment on sucrose content thus ensuring the company gets valUe for
money is almost complete.

The Company's s-year strategic plan 202212023-2026/2027 had targeted to increase cane yield from 48 tal-i to 8C TCH

and to mill 871,000 tons annually by the yeat 2026/2027. Though these targets were not achieved in tlre Vear under
review, it is envisaged that the Government commitment to privatization of the five public sugar mills u':il inlr, , ner/
f!'nds to revitaliee ffcton, efficiency ?nC mitigate the iqadequ?tF cGno availability and srpply tc the factory The p.6sgq1

ij expected to enhance competitiveness, profitnbilit! a'!d susti,inab:l;ty cf the Company. The (.ompa:v i; arso keen ci,
cosl controls and improved corporate communications policy to ensure it has support from all stakeholders.

The government appointed a taskforce to review and advise on the design, development and implementation cf the
sugar industry price stahilization framework which has looked into ways of stabilizing the incomes of different plavers in

the sugar value chain going forward. The implementation of recor.lr)rendations by this task force is expe:tod to sanitize

the regulatory re8ime, control sugar importation and create a level playing ground for all in the industry.

The COMESA safeguard measures were also extended to February 2023. The Company's gener.rlly improved
performance levels should enable it compete when that time lapses. The Company will continue to er hance factory
efficiency and increase the branded suSar production. Cost management initiatives will continue to be in.Dlenrented to
return the company to profitability. More land in the catchment area is being put under cane to meet the f.lctory

optimum requirements and irrigation pro.iect is being enhanced to increase cane yield. The cane development prdgram

willcontinue into the next year where a further 3,000 hectares are tarSeted.

APPRECIATION

Much gratitude goes to all our cane farmers Who have stood with us durin8 these difficult times. We also thar]k our
suppliers, the Commodity Fund and the National Government lor the loans given to us, cane transporters, cane

development contractors and the sugar customers for their valued support in the last one year. Finally, sincere thanks
to the management and staff for their hard work and continued commitment to Company goals even during the difficult
times experienced for the better part of the year. There is all optimisrn that we shall all improve our performance to
meet our targets for future Company sustainability.

x
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REPORT OF THI CHIEF EXECUTIVE OFFICER

It gives me pleasure once again to present this report on the perfo.mance of chemelil sugar company timited for the

year ended 30'h June 2023

OVERVIEW

Even though there was positive effort towards restrictinB sugar importation which helped sustain good sugar prices in

the market, the Company's revenue generation and cash inflows were affect€d by low production arising mainly from

cane shortage and loss of production time due to factory breakdowns. The shortage of raw material was due to

drought and the breakdowns caused by the aging plant adversely affected throughput and conversion ratios. Other

operational challenges included low agricultural machinery availability and low cane yields

PERfORMANCE RTVIEW

l. FlnanclalPerformance

The overall result of the year was an operating loss of KShs. 75 million compared to a loss of Kshs.694 million recorded

in the previous year. This is because after the annual maintenance done I the yea( 2027/2022 the factory performance

improve greatly to an extend the company realised a profit in the 2"d and 3'd quarter of lhe ty 202212023 ol ksh

184,788,898 and ksh43,864,058.36 respectively and also there was no provisaon of penalties and interest on tax since

we had overprovided in the previous years.

The net turnover for FY 2023 increased to Kshs.1,gOS million down from Kshs.1,472 million in FY 2022. fhis comprised

Kshs.1,752 million from suBar and Kshs.153 million from molasses

A decreased in gross loss of Kshs.581 million was attributed by good company performance in the 1't and 2id quarter of

the year due to improvement in factory efficiency after the annual maintenance carried out in the year 2022/2023. And

also, the favourable sugar and molasses price in the market during the year under review.

ll, AtrlculturalOperatlons

Cane delivered to factory during the year totalling 252,603 was 8.8% lower than 276,853 delivered in the previous year.

The average pol (sucrose in cane) was ,7.Ol% I'2O22-LL.O8%). The decrease in quantity is attributed to the shortage in

supply of raw material. This is in addition to the relative low factory intake of sugar cane due to slow supply of raw

material. The Nucleus Estate contributed 70,396 127.9%l while 182,207 was sourced from farmers within Chemelil

zone. Ihe price of cane per ton increased by 16% to Kshs 53OO compared up from Kshs. 4563 in FY 2022. Cane pricing

committee was involved in settinB minimum cane price based on prevailing ex-factory price of sutar.

Weather conditions during the year was favourable for cane production as the cane zone received relatively low rainfall

mean of 1053.94mm 2022-7782.9mm1 although slightly lower than the long term mean of 1,855.2mm. However, cane

yields increased to an averate of 47.43 TCH compared to 35.86 the previous year due to improved maintenance in the
nucleus estate.

xl
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REPORT OF THE CHIEF ExECUTIVE OFFICER (Continued)

!.i,,,t. uetilup.henl.prug, d1r rir,ciei the.erie.i.is r,i..al ot !i;-4:r.a u,as pl;.rghed. har ow; r rnd f ( r'da8ainst

tirget of 40oha, Area ptanred was 552.4 ha against a t;rget of 4OO ha. Fertilizer supply for planting ;nd t?'r .r"ssii'rg

wai! low at 103 L'a6; dua tD fi!anc!al constraints.

During the year, a lot of effort was expended to engage farmers and other industry stakeholders to appraise them L'n

the Company and industry challenges and initiatives.

l. Factory Operations
The factory milled a total of 252,603 tons of cane in the year under review compared to 276,853 tons mi led inFt ?O).2.

Of these 182,207 tons of cane representing 73% came from farmers while 70,396 tons representing 277 was ri:ci ived

from the Nucleus Estate. ln the previous year, 246,624 tons of cane milled came from farmers while 30,729 tons :.me

from the Nucleus Estate. TheamountpaidtofarmersforcanesupplywasKshs.s4gmillion(2022-(shs1,Cni'i:ili. ').

The cane supplied was milled at a conversion ratio of 14.54 (2022-76.74l|tonnes of cane to 1 ton of suSrr to produce

16,558.47 tons of sugar compared to 17,150.38 tons produced in FY 2022, this production represents :..i94 decrea5e

compared to the previous year. A better performance was experienced in the second and third quarters hut thc,re wi,q

E d(,c,ease i: strppty of (,r\( .t1"tter:al in pait of Jd ?td 4th'quart€i l,ladtng to aane accumuli,t;nn hen't i|r.'€ase in tlr€

conversion ratio
A tota! if 378 tonnes of lugar representing 6% of sugar produced was brartded. Sugar quality remained high a! the

Company complied with the Kenya Bureau of Standards (XEBS) requirements for Standardization Mark for brown su83r.

Sales and commerci3l Aci.i'Jie5

The Company sold a total of 16,558.46 tonnes of sugar compared to t7,246.L9 tonnes sold in 2021/2O2.:. The dverage

net prices per ton of suSar and molasses were Kshs105,812.84 (2022-Kshs. 82,866) and Kshs.17,313 73 {202 l-l1shs.

3,403) respectively . The 2't .7yo inuease in average n et sugar price was due to en ha nced government control over rr tgar

importation which reduced the sugar glut situation in the market. The 408% increase in average net molaises price in l:Y

high demand.

Most companies have increased their branding levels for better margins and key supermarkets have follorved by shifted

towards in-house branding thus intensifYing competition. The Company's branding level remains lourer tharr most

competitors basically due tc low investment ;n br;indillg, The COmpany interlds to expand its suBar brending capacitY to

increase availability of branded packs in the market ind secure some shelf space in local supermarkets 8oa,l8 forv,rard

qUALITY MANAGEMENT

chemelil suSar company Limited has malntained an effective Quality ManaBement system (QM5) across all

departments of the Company. This is part of the strategic business decisions intended to improve and sustaln tse

overall performance of the Company's business processes, products and services'

CORPORATE SOCIAL RESPONSIBILTTY

During the year under review, the Company continued to play its role as a responsible corporate citizen with key focus

on education, health, sanitation and environment. Through sponsorship of Chemelil Sugar primary ;,nd secondary

schools and by supporting a number of other public schools wlthin Chemelil zone, the Company continued to empower

the population. Majority (88%) of the candidates who sat KCSE at Chemelil Academy in 2021 attained university entry

grade. chemelil Sugar primary candidates for the same year was ranked the best in the zone and very highly in Kisumu

County.
The Company operates a Health Centre that supports staff and the local community ihrough provision of health care

services, preventive health campaigns, education and screeninS facilities. During the year under review, the company

commissioned water supply to the local community from Chemelil Academy's solar powered borehole water supply

system.

xll



REPORT OF THE CHIEF EXECUTIVE OfFICER (Continued)

The Compa y maintains a tree nursery which supplies tree seedlings for plantinB rn the non caneable parts of the

Company's expansave nucleus estate as well as for supply to farmers and the community in pursuit oI 10% government

tree cover policy. Tree seedling s were supplied durinB the year under revrew

HUMAN CAPITAL INVESTMENT

The Company's HR strategy remains focused on building a strong unified team with excellent skills and the resilience

necessary to return the Company to prosperiry. We believe that our people are the lifeline of the Company's business

and that strategic investment in the people enables us attract and retain a hiShly skilled workforce. The Company's

commitment to continuous training and devglopment remains strong despite prevailing financial constraints.

TITIGATION, DISPUTE RESOTUTION AND COMPTIANCE

During the year, the Company continued to be vigilant to maintain compliance with laws legislated and government

policy directives issued at both national and county levels. The internal legal compliance environment has continuously

been evaluated in order to mitigate against any legal exposure in a timely manner.

The Company will continue to explore options available to ensure that operational disputes are minimised and that
alternative dispute resolution mechanisms are embraced as a way of resolvinS most of the current and future litiSations

while ensuring that the interests of all parties and stakeholders are fairly taken into account.

INFORMATION AND COMMUNICATION TECHNOTOGY

TheCompany completed the upgradeofits SunSystem toversion S.4duringthe first q uarter of the fin ancial yeat. This

came with improvement of existing modules and introduction of new ones including purchasing module, inventory
module, sales module and fixed assets module and involved significant computerization/automation of erstwhile
manual processes.

During the rest of the financial year, the emphasis has been on process improvements and benefits realization by

building user capacity and driving utilization of the lCTs in order to realise and sustain competitive advanta8c. The
progress is good and better efficiency in information management is expected goinB forward.

APPRECIANON

On lrehslf of Mana8ement and staff, I wish to express my gratitude to all our stakeholders for their valued support over
the period. Key among them are cane farmers who have stood with us during these difficult times and have now

redoubled their efforts in cane farming. I also \arish to thank our sugar customers, materials suppliers and service
providers, the Sugar Oirectorate and Ministry of ASriculture, Livestock and Cooperatives for their continued suppon and

also the President for appointing the Board of Directors to give guidance and oversight during the cominS financial
years. Finally, I thank the ma nagement a nd staff for their h ard work and contin ued commitment to the Comp a ny.

racquettne xotony"9.3\oatt......9.5.

Ag MATIAGING DIRECTOR \
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance is a key element contributing to Chemelil Sugar Company Limited Business success and

sustenance. To this end, the company has implemented the Mwongozo Code of Governance as the Corporate

Governance blue print for State Corporations.

The Board of DlrEctors



chemelil suBar company's Eoard of Directors provide strategic direction to the company through oversight, review and
Suidance as well as setting the strategic and policy direction for the realization of the ovela comF!:ny,s strategic
obiectives.

The Board is normally comprised of independent, non-executive Directors, including the Chairman. Th. Di... . ,s are
given appropriate and timely information so that they can maintain full and effective control over all straLe5ic, , ,. . rcial,
operalional and compliance issues of the Company. All the non-executive Directors on the Board are iidependent of
mana8ement and free from any business or other relationship which could materially compromise the exerciie of their
independence.

The Board offers oversight and review matters related to their duties including the company,s stra.:egy, tinancial
performance, corporate Sovernance, ensuring sound fnaintenance of internal control systems and risk management.

Eoard Meetlngs

The Board of oirectors meet quarterly in accordance with Eoard schedules as stipulated in the Mwon8ozo code of
Governance, in order to monitor the company's planned strategy and review of the financial performance. specific
reviews of management performance, oper?tional issues amd futu:e plenning arc also undertaken. Tlie Boar.l has a
calendar fo. meetings and matters reserved for it. The directors receive appropriate and timery repo!.ts to faciritate
informed deliberations and decision making.

Board Commlttees

The Board has four standin8 committees with specific delegated authorities and terms of reference. Tllese a;e Audit
commiftee, Finance and Human Resource committee and strategy and Technical committee. The Board committees
meet at least once on quarterly basis. The respective committee Chairpersons present their reports to the full Board at
the quarterly meetinSs. The details of these committees and their membership of the Directors, appointed are
highlighted below; -

1. Audlt Committee

Members

Mr. John chesiror
Mr. Samuel OBolla Bonyo
Ms. Enricah Oulo

-Chairman
-Member
-Member

Role and Functlons

The Committee meets quarterly or as maybe necessory. lts responsibilities include; the review of interim and full
year financial statements so as to ensure compliance with accounting standards and other disclosure requirements;
the maintenance of the Company's system of accounting and internal controls; liaison with the external auditors of
the Company and putting into effect their recomhendations. The external auditors, internal auditors and the
company management may be called to attend any meetings of the committee to clarify any issue as required by
the Committee.
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2.Human Resource and Finance Committee

Members

Ms. Mary Simat
Mr. Henry Mitu
Ms. Chepng'eno Soi

4.Strategy and Technlcal Commlttee
Mr. Samuel Ogolla Bonyo
Mr. David Kitur

Mr. John Chesiror

-Chairperson
-Member
-Member

Role and Functlon

The Human Resources and Finance Committee meets quarterly and is mandated to review financial performance and

human resource policies of the company on a regular basis. lt also makes suitable recommendations to the Board on

executive management appointments among other issues.

3.Risk,Governance and Compliance Commitee (Contlnuedl
Ms. Enricah Dulo Chairperson
Ms. Mary Simat Member
Mr. Henry Mitu Member
Mr. David Kitur

Role and function
The committee meets on need basis to review the operational and strategic issues such as cost manaSement,

diversification and information technology needs of the company and make recommendations to the Board on suitable

long-term strate8ies for the company.

Chairperson
Member
Member

The goard appoints other committees as and when required. Duringtheyear under review no Board or Board

Committee meetings were held.

Communlcatlon wlth shareholders

The Company is committed to ensuring that shareholders and stakeholders are provided with full and tlmely
information about its performance. This is usually done through the distribution of the Company's Quarterly and

Annual Reports to the National Treasury, Parliament and Parent Ministry on quarterly and yearly basis. ln this regard,

the Company complies with its obligations on good corporate governance practices as contained in Mwongozo Code of
Corporate Governance.
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Board €valuation and Performance

The Board conducts an annual evaluation to assess its effectiveness in discharging its mandate. The process entails self-

evaluation for each director, evaluation of the Chairman of the Board on the overall Board interactions and corduct ot

business and the Chief Executive Officer. This is facilitated by State Corporations Advisory Committee (sCAC).

Conflict of lnterest

All Directors are required to inform the Boarci of any conflicts or potsntial conflrct of interest they may have in relation

to particular items of the business, in which case they are required to absent themselves from the del beratigns and

decisions on those matters, unless resolved that they remain.
CORPORATE GOVERNANcE STATEMENT (Contlnued)

Mwongozo Code of Governance

The Company has implemented the Mwongozo Code of Governance for State Corporations which was issued by the

Presidency. The Company has re-aligned its Code of Conduct to the Leadership and lntegrity Act 2012. All the Directors,
management and employees are required to uphold.

Risk Management Report
Section 3.2 (a) of the Mwongozo code of conduct requires that the Eoard ensure the development of a policy on Risk

Management. ln compliance therefore, the Company is developinE the Enterprise Risk ManaBement Framework and the
Risk Register.

Management is accountable to the Company for desi8ning, implementing and monitoring the process ol risk

management and integrating it into the day to-day activities while the Board will be responsible for the adoption or
upgrading ofthe risk management plan. Risk management is the primary responsibility of line manaBement.

MAI{AGEMEI{T DISCUSSION AND ANATYSIS

operatlonal and Flnancial Performance

The Company returned a net loss before tax of Kshs. 75 million basically because of inefficiencies of the factory and

shortage of raw material. Thiswas a better performance compared tothe previous year in which theCompany posted a

net loss of Kshs.694 million. This was mainly attributed by improvement in efficiency ofthefactory afterthe 2022/2023

maintenance and higher stable sugar price within the year under review.

Other operations were also adversely affected by constrained cashflows in the 3'd quarter and 4rh quarter of the year.

Although the Company's reputation of accurate cane weighment was maintained, it could not sustain consistent weekly
payments to keep the credit period below 2-3 weeks and some farmers could not continue preferring Chemelil Sugar as

the destination for their cane. The company was only able to pay 100% of the salaries for 7 month i.e September to
march 2023. ln the 3'd quarter, cane supply declined and it became more diffcult to continue honouring negotiated

supply and payment schedules with most key suppliers using the little revenues generated from the relatively inefficient
milling.

Given that the government had shown interest in reviving sugar sector and already bills have been tabled in parliament

for writing off of debts owed to the government and payments of the outstanding bills, we believe that the Soing
concern of the company is guaranteed.
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Key Proiectg or lnvestments Decisions

One of the key projects during the year was "the factory out of crop maintenance" funded by the government of Kenya
to the tune of Kshs 135 million. This maintenance which ended on 27rl August 2022 addressed mainly the challenges at
the mills and boilers arears of the factory althou8h there were critical repairs touching other key areas as well. Asimilar
level of maintenance had been undertaken 6 years before in 2016
The other projests during the year were buildinS of one dormitory and two ablution blocks at Chemelil SuBar Academy
valued at 2.7 million. These projects have enhanced students'enrolment at the school.

Compllance with Statutory Requirements

As an ISO certified Company, compliance with statutory and regulatory requirements form part of our routine concerns
for which regular management vigilance applies. These include but not limited to annual manufacturing license,
business licenses, occupational safety requirements, environmental compliance and statutory taxes. ln exceptional
circumstances where the Company falls behind in statutory payments, the Company engages actively with the relevant
authority with the aim of establishing the most effective remedial arrangement that is acceptable within the regulato/s
legal provisions.

MANAGEMENT DISCUSSIOI{ AIID ANALYSIS (Continued)

The exis(ing statutory obligations in which payments have fallen in arrears include the following

Maior Rlsl(s faclnt the Company

The major risks facing the Company are tabulated in the table below

No Rlsk Likelihood lmpact Risk
ratin

Rlsk Response

No lnstitution/Description
Principal Amount

in Arrears
(Kshs.M)

Comment

1. Kenya Revenue Authority (Tax arrears) 3,14t Settling has been done
wtiteofl2023/2024
Settling at Kshs.0.8m monthly
Settling at Kshs 0.8m monthly
Suspended deductions temporerily
EnBagement ongoing

vta

2

3

4

5

National social security fund
National hospital insurance fund
CSCL Staff Pension Scheme (Contributions)

15
27

134
54Kisumu and Nandi Coun ty Govts (Cess)

Total 2,557

Sugarcane shortage

Factory breakdown
Solvency/detrimental creditor actions

lndustrial instability

5

4
5

4

5

5

3

i
5

Timely cane payment;
Cane development in Company farm
Strategic on-the-run maintenance
Strategic enBagements;
Settlement schedules
Regular consqltations;
JIC Arbitration

2

3

t2

10

1

4

5 2Adverse market rice fluctuation weekl su rve and reviews

20
15
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coRPoRATE SOCtAt RESpONSTBTUTY,STATEMENT/SUSTAtNABtLtTy R€pORTtNG

The Company appreciates the importance of the community and the environment within which it operates and
recognises that by managing and improving the social, environmental and economic impacts of its day-to-cay
operations, there is opportunity to increase public confidence and satlsfaction, reduce/prevent negative rmpacts on the
environment. Accordingly, the Company takes deliberate measures to serve the community and uplift their stanCard of
living. The business modet strives to ensure that the return on investment is shared with stakeholders to the possible
extent.

ln the 2022/2023 financial year, the company undertook various corporate Social Responsibility (csR) programs by
offering the following:

. Sponsorship of schools

. Hosting and making donations to schools, orphanages and churches.

. Supporting community projects

. Donation oftree seedlings for environmental conservation

Health
The health of the community and farmers within chemelil sugar zone is a matter of crucial importance to csCL. The
Company has engaged staff and the community in a number of activities that will work towards a healthy population.
The Company has nurtured a workin8 partnership with local NGos, cBos and staff to help the community cope with
health-related challenges.

As part of its Corporate Social Responsibility program, the Company operates a Health Centre that provides health care
services, preventive health campaigns and health education and screening facilities to employees and the local
community. The health facility extends its services to the surrounding community through provision of health services
such as:-

. Comprehensive Care Centre (CCC)

. Voluntary Male Circumcision (VMC)

. Maternal Child Health Care (MCH)

. Family Planning (Fp)

. Consultation

. Referral
o Nursing care
. Laboratory Diagnosis
. Drug dispensing
. Prevention and Management of HIV/AIOS

Educatlon
Education continues to be a vital com ponent of the lifeline of the comm u n ity in wh ich cscl operates. The company has
an elaborate school education programme with an annual budget of approximately Kshs.To million.

The Company runs two schools (Chemelil Sugar Academy and Chemelil su8ar Primary School) and hosts two other public
primary schools (Factory Primary School and Chemelil B1 primary School).

Water and sanltation

The Company supplies clean water for domestic use to the housing estates where its staff and other tenants live. Life
would be unbearable in the living quarters if there was no reliable water supply. Basically, the Company harvests
underground water by use of boreholes which is pumped to overhead tanks for distribution to the estate

During the year under review, the Company commissioned water supply to the community from a solar powered
borehole water supply system installed at Chemelil Academy. This was an opportunity to impact on the society through
csR.

xvlrr



,Ghemqf il Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2023

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended iune 30,2023 which

show the state of the Company's affairs.

Prlnclpal actlvltles

The principal activities of the company continue to be manufacturing and marketing of sugar and co-product$ from

suBarcane and establishment of sugarcane plantations.

Results

The results of the entity for the year ended June 30, 2023 are set out on page 1. Below is summary of the profit or loss

made during the year.

2023
Kshs

2022
lGhs

Loss before tax

Tax

Loss for the year

(76,357,270]. (694,894,756)

.76,387,270) '694,894,7 
s6)

Olvldends

The directors do not recommend the declaration of a dlvidend for the year 2023 (2023 Shs-Nil)

Directors

The members of the Board of Directors who served during the year are shown on page 1.

lndepend€{rt Audltors

The Auditor General is responsible for the statutory audit of the Company in accordance with Article 229 of the

Constitution of Kenya and the Public Audit Act 2015.

By order of the Board

COMPANY CHAIRMAII

DATE 2024
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STATEMENT OT DIRECTORS' RESPONSIBII.ITIES

The Companies Act (Cap. 486), Section 81 of the Public Finance Management Act, 2012 and (section 14 of thc State
Corporations Act require the directors to prepare financial statements which give a true and fair view of the state of
affairs of the company as at the end of the financial year and of the operating results for that year. lt also requires the
directors to ensure the Company maintains proper accountinS records which disclose, with reasonable accuracy, the
financial position of the com pany. They are also responsible for safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the Company's financial statementq, whrch give a
true and fair view of the state of affairs of the Company for and as at the end of the financial year ended on June 30.
2021. This responsibility includes: (i) maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reponing period; (ii) maintaininB proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity; (iii) designing, implementing and maintai:'ring internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that they are free
from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Company; (v) selectinS
and applying appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, consistent with previous years and
in conformity with lnternational Financial Reporting Standards and the requirements of the Kenyan Companies Act (Cap

486). The directors are of the opinion that the financial statements Sive a true and fair view of the state of the financial
affairs of the company and of its operating results for the year then ended. The directors further confirm the accuracy
and completeness of the accounting records maintained by the company which have been relied upon in thc preparation
of the flnancial statements, as well as on the adequacy of the system of internal controls.

The Oirectors accept responsibility for the Company's annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent.iudgements and estimates, in conformity with
lnternational Financial Reporting Standards (IFRS), and in the manner required by the Kenyan Companies Act (Cap 486),
the PFM Act, 2072 and the State Corporations Act. The Directors are of the opinion that the Company's annual financial
statements Bive a true and fair view of the Company's transactions during the financial year ended June 30, 2023, and of
the Company's financial position as at that date. The Directors further confirm the completeness of the accounting
records maintained for the Company, which have been relied upon in the preparation of the Company's annual financial
statements as well as the adequacy of the systems of internal financial control.

Nothin8 has come to the attention of the directors to indicate that the Company will not remain a going concern for at
least the next twelve months from the date of this statement.

Approved by the board of directors o" ........3-6-lgf ).*P.}g(,.......... 2024 and signed on its behatf by:

AL

CH'.IRMAN

,L
MANAGING DIRE
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REPORT OF THE AUDITOR.GENERAL ON CHEMELIL SUGAR COMPANY LTMITED
FOR THE YEAR ENDED 30 JUNE, 2023

PREA[ilBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lavvfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of lhe Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Chemelil Sugar Company
Limited set out on pages 1 to 66, which comprise of the statement of financial position as
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o
at 30 June, 2023, statement of comprehensive income, statement of changes in equity,
statement of cash flows and the statement 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 lhe Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Chemelil Sugar Company Limited as at
30 June, 2023, and of its financial performance and its cash flows for the yearthen ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Public Finance ManagementAct,2012 and the Companies Act,2015.

Basis for Qualified Opinion

1. lnaccuracies in Revenue from Sale of Sugar

The statement of comprehensive income reflects an amount of Kshs.1,905,376,406 on
revenue for the year, which, as disclosed in Note 6 to the financial statements relates to
net sale of sugar of Kshs.1 ,752,097 ,822 and net sales of molasses of Kshs.'l 53,278,583.
Further, the report by the Chief Executive Officer indicate that the Company produced
and sold 1 6,558.46 tons of sugar at a price of Kshs. 1 05,812.84 per ton. However, records
provided for audit show that the Company sold 16,552.73 tons of sugar at a total price of
Kshs. 1 ,752,873,122 resulting to an unreconciled and unexplained variance of
Kshs.775,300.

ln the circumstances, the completeness and accuracy of the reported income on sale of
sugar totaling to Kshs.1,905,376,406 could not be confirmed.

2. Unsupported Cost of Sales

The statement of comprehensive income reflects an amount of Kshs.1,814,496,898 in
cost of sales for the year. Further, and as disclosed in Note 7 to the financial statements,
cane from out growers is valued at the cane price paid to farmers, while cane from nucleus
estate is valued at the fair value less point of sale cost recognized during the latest
valuation plus cost of harvesting and transporting the cane to the factory. However,
although Management has provided the prices as directed by Agriculture and Food
Authority (AFA), it has not provided a record of all the sugar cane bought. ln addition,
Management has not demonstrated how the costs per kilogram unit of sugar was
accumulated for the nucleus farm.

ln the circumstances, the completeness and accuracy of the reported cost of sales of
Kshs.1,814,496,898 could not be confirmed.

Report ofthe Auditor-Generol on Chemelil Sugar Company Linitedfor the year ended 30 June, 2023
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3. Bank and Cash Balances

The statement of financial position reflects a bank and cash balance of Kshs.50,213,524
which, as disclosed in Note 26 to the financial statements includes bank balances of
Kshs.49,71 3,524. Review of the cash count report as at year end reflected total cash float
of Kshs.1 ,250,000 which comprises a cash float of Kshs.750,000 and Kshs.500,000 being
cash lost in transit. No efforts appear to have been made to recover the cash lost in transit.

ln the circumstances, the accuracy of bank and cash balance of Kshs.50,213,524 could
not be confirmed.

4. Unaccounted for Staff Receivables

The statement of financial position reflects an amount of Kshs.240,164,569 in trade and
other receivables which, as disclosed in Note 23a to the financial statements reflects
gross trade and other receivables balance of Kshs.752,142,158. The amount includes
staff receivables of Kshs.24,506,205 whose warrants and other supporting documents
were not provided for audit review.

ln the circumstances, the recoverability of the staff receivables amounting to
Kshs.24,506,205 is doubtful.

5. Revaluation of Fully Depreciated Assets

The statement of financial position and as disclosed in Note 19 to the financial statements
reflects a balance of Kshs.4,924,481 ,706 in respect to property, plant and equipment.
However, review of fixed assets register and Note 19 to the financial statements revealed
that assets with a historical cost of Kshs.76,290,485 had been fully depreciated. Further,
the assets were still in use at the farm and ought to have been subjected to revaluation
in line with IAS 16.31 which states that revaluations should be carried out regularly, so
that the carrying amount of an asset does not differ materially from its fair value at the
balance sheet date.

ln the circumstances, the accuracy of property, plant and equipment balance of
Kshs.4,924,481,706 could not be confirmed.

6. Outstanding Tax Arrears

The statement of financial position reflects trade and other payables balance of
Kshs.5,781 ,941 ,954 which, as disclosed in Note 34 to the financial statements includes
tax arrears due to the Kenya Revenue Authority (KRA). However, the following
observations were made.

The tax movement schedule provided for audit reflected net VAT payable of
Kshs.886,516,931 while the financial statements reflected a balance of
Kshs.'1,084,691,037 resulting to an unexplained variance of Kshs.198,174,106.

Report ofthe Auditor-General on Chemelil Sugar Company Limitedfor the yeqr ended i0 June, 2023
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The tax arrears for VAT, PAYE, Withholding Tax, Sugar Development Levy and
Molasses Levy payable increased by Kshs.95,602,178 from the prior year balance
of Kshs.2,331,689,786 to Kshs.2,425,29'1,964. The non-payment of the taxes has
resulted to an accumulated interest and fines of Kshs.1,313,777 ,324.

Documents provided by Management contained a letter Ref: TNT/CONF 28103
dated 9 October, 2023 from The National Treasury which indicated that the
Company owes Kenya Revenue Authority (KRA) Kshs.2,796,494,123. However,
the financial statements reflect an amount of Kshs.3,263,076,351 resulting to a
variance of Kshs.466,582,228 which was not explained or reconciled.
Management has indicated that the amounts will be credited to the Company's
records in the year 202312024.

IV No deferred taxation has been provided for in the financial statements as required
by IAS '12 on income tax and as disclosed in Note 33 to the financial statements.

ln the circumstances, the taxes payable may be understated and continued failure by the
Company to settle the respective taxes may lead to continued penalties.

7. Long Outstanding Balances

7.1 AccountReceivables

The statement of financial position and as disclosed in Note 23a to the financial
statements reflects trade and other receivables of Kshs.240,164,569 which is net off
provision for impairment of Kshs.51 1,977,589. Review of the ageing analysis of the gross
trade and other receivables balance of Kshs.752,'142,158 revealed that debtors
amounting to Kshs.535,628,397 or 71o/o had been outstanding for more than 120 days
which casts doubt on the effectiveness of the debt management in the Company. Further,
no demand notes or letters were provided for audit as evidence on measures taken to
recover the debts due to the Company. ln addition, Note 23a to the financial statements
reflects an amount of Kshs.51 1,977,589 as provision for impairment. However, the rate
or policy supporting the impairment provision were not provided for review.

7.2Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.5,781,941 ,954 which, as disclosed in Note 34 to the financial statements, includes
kade payables-creditors' balance of Kshs.283,212,664 which had been long outstanding.
This was contrary to Regulation 150(1) of the Public Procurement and Asset Disposal
Regulations, 2020 which requires that subject to availability of funds and after proper
certification of goods, works or service prompt payments are made within 60 days from
date of receipt of invoice. ln addition, review of payments to various suppliers indicated
that current year's suppliers were paid before settlement of long outstanding creditors
which implied that Management did not treat old creditors as a first charge during the
financial year 2 02212023, contrary to The National Treasury in Circular No.10/2020 issued
on 16 June, 2020.

Reporl ofthe Audilor-General on (lhemelil Sugor Company Limitedfor the year ended 30 June, 2023
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Further, the Company accrue-d a total amount of Kshs.358,265,755 in respect of farmers
arrears who supplied cane rirhich were not settled in the year under review but were
carried forward to 202312024 financial year. No sufficient explanation was provided for
the failure to prioritize payment of trade payables during the year under review which
exposes the Company to the risk of litigation, interest and penalties with the continued
delay in settling these payables.

7.3 Long-Term Payables (Borrowings)

The statement of financial position reflects borrowings balance of Kshs.3,687,977,903
under non-current liabilities, which, as disclosed in Note 31 to the financial statements,
comprises principal amount of Kshs.2,626,916,872 and interest of Kshs.1,061,061,03'1.
Examination of documents revealed that these were loans advanced from the
Commodities Fund under the Sugar Development Fund which were long overdue, and
no repayments were made during the year under review.

The principal amount of Kshs.2,626,916,872 includes an unsecured non-current loan
refundable with no interest of Kshs.40,000,000, received through the Agricultural
Development Corporation and the Commodities Fund in May, 2017 . Review of
documents provided for audit revealed that the Company pledged to pay Kshs.6,000,000
per month and clear the debt by April, 2019. Although the corporations had sent out
demand letters for repayment of this amount owed, Management has not provided any
evidence of servicing the loan which has contributed to an increase in the long{erm
liabilities.

ln the circumstances, the recoverability of the account receivables amounts of
Kshs.240,164,569 and the ability of the Company to settle its loan obligations and trade
payables balances of Kshs.3,687,977,903 and Kshs.5,781,941 ,954 respectively could
not be confirmed.

8. Ordinary Share Capital

The statement of financial position and as disclosed in Note 27 to the financial statements
reflects ordinary share capital balance of Kshs.21 1 ,591 ,620 which comprise of
10,579,581 issued and fully paid ordinary shares of Kshs.2O par value each. However,
the Company's Articles of Association of 1998 indicate that the share capital of the
Company is Kshs.173,215,620 divided into 8,660,781 shares of Kshs.2O each resulting
to an unexplained variance of Kshs.38,376,000.

ln the circumstances, the accuracy of the ordinary share capital balance of
Kshs.21 1,591,620 could not could not be confirmed.

9. Unreconciled Grants from National Government

The statement of comprehensive income and as disclosed in Note 9 to the financial
statements reflects grants from National Government of Kshs.135,043,862. The grants

Report ofthe Auditor-General on Chemelil Sugar Compary) Limitedfor the yeqr ended 30 June, 2023
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were paid by the Government of Kenya through the Agriculture and Food Authority (AFA)
to various suppliers during the year'tor maintenance, materials supplied and servrces
rendered during and after the out of crop factory maintenance. However, records provided
from the AFA reflected a total of Kshs.135,590,831 paid to the farmers and suppliers
resultrng to a variance of Kshs.546,969. Further, liabilities defrayed by the Company
could not be identified in the financial records and the Management has not provided
explanations on the same.

ln the circumstances, the accuracy and completeness of the grant of Kshs.135,043,862
could not be confrrmed.

10. Unsupported Board Expenses

The statement of comprehensive income and as drsclosed in Note 13 to the financial
statements reflects adminiskative expenses of Kshs.341,094,032. The expenditure
includes an amount of Kshs.1,430,919 rn respect of directors' emoluments. However, the
expenditure was not supported with minutes of meetings of the Board of Directors.
Further, review of the documents revealed that the Company had nine (9) Board
members. However, four (4) or 44o/o members of the Board belong to one ethnic
community contrary to Section 7(1) and (2) of the Natronal Cohesion and lntegration Act,
2008.

ln the circumstances, the regularity and completeness of the expendrture of
Kshs.1,430,919 could not be confirmed.

The audit was conducted in accordance wrth lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am rndependent of the Chemelrl Sugar Company Limited
Management in accordance with ISSAI 130 on Code of Ethrcs. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements app[cable to performing audits of financral statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualifred opinron

Emphasis of Matter

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects total revenue
amounting to Kshs.2,116,423,779 agarnst frnal budget of Kshs 3,384,900,524 resulting to
a shortfall of Kshs 1,708,476,779 or 45o/o of the budgeted revenue. The shortfall was
mainly attributed to low sales of 16,558 tons of sugar agarnst the budget ol 47,420 tons
due to low production attributed to maintenance of the plant in July and August Srmilarly,
the Company had budgeted to spend Kshs.3,615,897,542 bul utilized an amount of
Kshs.2,192,805,049 resulting to an under expenditure of Kshs.1,423,092,493 or 39% of
the budget The under expenditure mainly occurred under use of goods and services. The
shortfall and under absorption rmply that the Company's planned activities were not
realized in the year under review.
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Review of the itemized budget revealed that actual on comparable basis amounts of
Kshs.600,365,003 in respect of other payments was higher than the budgeted amount of
Kshs.363,898,878, yet there was no evidence of approvals to cover the excess budget.

My opinion is not modified in respect of this matter

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

't. Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board templates.

2. Avoidable lnterest on Delayed or Late Payments

Review of litigations and court awards records revealed that legal suits have led to
significant outstanding payables, interest and penalties. Sampled court awards revealed
that the Company owed suppliers a total amount of Kshs.29,153,851 which has accrued
interest amounting to Kshs.8,872,1 86 as a result of delayed payments as analyzed below:

Su pplier
Category
Analysis Code

lnitial lnvoice
Posting
Dated

Purchase
lnvoices

(Kshs)

lnterest and
Other

Charges
(Kshs)

Total
(Kshs)

61LY003 13-Jan-18 3,610,760 197,320 3,808,080
610t001 10-Oct11 4,279,561 2,259,489 6,539,049
610T005 6-Aus-18 466,058) 1,838,143 2,304,200
61PA018 1-May-12 1,305,059 609,414 1,914,474
6'1PO004 1-Oct-15 46,770 859,194 905,964
61PR003 2-Aug-13 2,486,353 1,430,813 3,917,166
61Rr001 22-Jul13 16,328,415 1 ,305,015 17,633,430
61SA005 7-Jul-15 445,240 372,799 818,039
61ST017 2-May-14 't85,636 185,636
Total 29 1 53 851 8,872,',l'86 38,026,037
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Review of the invoices indicated that they have been outstanding for a long period of time
with some dating back lo 2011120'12 financial year. THd payment of interest on
defrayment of delayed payments leads to loss of funds which could have been avoided.

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 lawfully and in an effective way.

Basis for Conclusion

1. Non-Gompliance with Procurement Procedures

The statement of comprehensive income reflects cost of sales amount of
Kshs.1,814,496,898 which, as disclosed in Note 7 to the financial statements, includes
agriculture and manufacturing costs of Kshs.140,186,633 and Kshs.703,385,236
respectively. However, review of the procurement process revealed the following
anomalies:

Management awarded and incurred expenditure amounting to Kshs.17,124,039 in
favor of seven (7) firms. However, the expenditure was not supported with relevant
documents including evidence of letters of appointment of opening and evaluation
committee members, their reports, the professional opinion of the head of
procurement function and the Local Service Orders (LSOs). This was contrary to the
requirements of Regulation 91(2) of the Public Procurement and Asset Disposal
Regulations, 2020 which states that the Accounting Officer or such other person
delegated in writing by that Accounting Officer shall, and for the purposes of the
procurement process, appoint (a) an ad hoc opening committee in accordance with
Section 78 of the Act.

The entity did not receive and evaluate at least three (3) bidders for the request for
quotation for supply and delivery of fuel under LPOs no. 4906 and no. 4464 amounting
to Kshs.3,180,000 and Kshs.496,921 respectively contrary to Section 106(2)(d) of
Public Procurement and Asset Disposal Act, 2015.

During the year under review, the Company procured mechanical spares and fuel at
a cost of Kshs.10,248,721 using direct procurement method contrary to the Public
Procurement and Asset Disposal Regulations, 2020. No evidence was provided to
support that the conditions for use of the method as provided under Section 90 and
91 of the Public Procurement and Asset Disposal Regulations, 2020 had been met.

Report ofthe Auditor-General on Chenelil Sugar Company Limitedfor the year ended 30 June, 2023
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ln the circumstances, Management was in breach of the law

2. Non - Adherence to Signed Contract Agreements

Management entered into various contracts in respect of provision of security services,
cleaning services, insurance services and supply and delivery of sugar packaging bags
at a total cost of Kshs.106,533,613. However, the accrued payments due to the supplier
amounted to Kshs.14,452,829 as at 30 June, 2023 which was contrary to Regulation 139
of the Public Procurement and Asset Disposal Regulations, 2020 which requires the
procuring entity to make prompt and timely payments to a contractor that meets its
contractual obligations.

ln the circumstances, Management was in breach of the law.

3. Human Resource Payroll and Records

3.1 Payroll Complement Data

Payroll data provided revealed that the Company has categorized its staff into five (5)
groups namely; executive, supervisory, junior, union and contracted staff who are on
different payroll systems. However, a comprehensive payroll audit could not be performed
as complementary data on payroll which details vital by products such as dates of birth
and first appointment and bank details were not provided for review. Further, there was a
possibility of a staff member being in two different payrolls in a year in cases where the
officer gets promoted.

ln addition, the payroll function was domiciled in the Finance Department and there was
no linkage between the employee bio-data and the financial data in the system contrary
to the Human Resource Policies and Procedures Manual for the Public Service of May,
2016, Section A.13 (1) which states that; to ensure effective human resource
management, each Ministry/State Department shall constitute a Ministerial Human
Resource Management Advisory Committee and a Ministerial Performance Management
Committee whose functions shall entail recommendations to the Authorized Officer
regarding and including management of skills inventory, establishment and complement
control and payroll management.

3.2 Lack of Human Resource Plans

The Company operated without Human Resource Plans and Annual Recruitment Plan as
required by Section 82 of the Human Resource Policies and Procedures Manual for the
Public Service, 2016 which requires every department to prepare human resource plans
out of which annual recruitment plans will be developed and forwarded to the Public
Service Commission at the beginning of each financial year to enable it plan to fill the
vacancies. Without the plans in place, it was not possible for the Company to know the
recruitment needs and fill the vacancies as required, hence optimum delivery of the
services and achievement of the Company objectives may not have been achieved.

Report ofthe Auditor-General on Chenalil Sugar Company Limited/or the year ended 30 June, 2023
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3.3 Staff Serving in Acting Capacity

Review ofthe payroll and human resource records revealed that one hundred and twenty-
one (121) officers out of the total four hundred and thirty-five (435) staff had been serving
in acting positions for more than 6 months and drawing acting allowances. This exceeded
the statutory duration provided for in the Human Resource Policies and Procedures
Manual for the Public Service, 2016 which states that an officer may be appointed in an
acting capaclty for a period of at least thirty days but not exceeding a period of six months.

3.4 Appointments to Acting Capacity

During the year under review seventeen (17) staff served in acting capacity in Job Group
'M' or its equivalent Grade 24. However, the essential documents for acting appointment
which includes, draft indent for advertisement of the vacant post and a seniority list of
officers including accounts of their performance were not forwarded to the Public Service
Commission (PSC) as required before the appointment contrary to Section B.3 (4) of the
Human Resource Policies and Procedures Manual for the Public Service, 2016 which
states that all recommendations for acting appointments in Job Group 'M' and above shall
be accompanied by a draft indent for advertisement of the vacancy and shall be forwarded
to the PSC.

Further, forty-nine (49) officers were performing duties of posts that were more than two
(2) grades higher than their substantive grades. This was contrary to the provisions of
Section C 1 5(3) of the Public Service Commission Human Resource Policy and
Procedures Manual for the Public Service, 2016 where officers shall not be called upon
to perform duties of a post that is more than two (2) grades higher than the officer's
substantive grade.

3.5 Non-Compliance with Ethnic and Gender Requirements

As reported in the prior year, review of the payroll records revealed that the Company
had a total of 435 permanent and pensionable staff members. However, an examination
of staff personal records indicates that 205 or 47ok of the staff belong to one ethnic
community in the County contrary to Section 7(1) and (2) of the National Cohesion and
lntegration Act, 2008.

Further, Human Resource records revealed that during the year under review, out of the
435 staff members, 355 or 82% of the workforce were male, which was contrary the
Section 8.22 (2) of the Public Service Commission Human Resource Policies, 2016.

3.6 Training Undertaken Without Needs Assessments

The statement of comprehensive income and Note 13 reflects administrative costs
amounting to Kshs.341,194,032 which includes staff training expenses of
Kshs.2,105,616. However, review of the operations of the Human Resource Section
revealed that the Company did not have a comprehensive training needs assessment
contrary to Section 33 of the Public Service Recruitment and Training Policy which
requires that all trainings be based on comprehensive training needs assessment carried

Report ofthe Auditor-Cenerql on Chemelil Sugor Compary Linitedfor the 1,ear ended 30 June, 2023
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out on annual basis. Without a comprehensive training needs assessment, the propriety
of the training expenses could not be confirmed.

ln the circumstances, Management was in breach of the law.

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 I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the 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. lT Gontrol Weaknesses

As reported in the previous year, the Company did not have an lT strategic committee,
an lT strategic plan which supports business requirements and ensures that lT spending
remains within the approved lT strategic plan, formally approved lT security policy to
ensure data confidentiality, integrity and availability, documented and tested emergency
procedures. This was contrary to the Code of Governance for State Corporations
Guidelines Chapter 3 and the National Treasury Circular No. 03/2009; Ref:
MOFAAG/o33(7s).

ln the circumstances, it was not possible to ascertain how the Company planned to
achieve its lT strategic objective.

2. lnternal Audit Function

Review of the 202212023 work plan revealed that the internal audit function targeted eight
(8) audit areas. However, it was noted that the audit covered only three (3) which includes
human resource and payroll, stores and field workshop audits. ln the absence of a proper
functioning internal audit unit, monitoring and review of the effectiveness of the internal
audit process, review of internal controls, risk management systems and financial
statements among other functions did not occur which may have affected good corporate
governance in the Company.

Report oflhe Audilor-General on Chemelil Sugar Compony Linitedlor the year ended 30 June, 2023
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ln circumstances, the Company did not benefit from the assurance and advisory
services from the internal audit function.

3. Non-Functional Audit Committee

lnformation provided indicated that the Company had established an Audit Committee of
the Board. However, during the year under review, the Committee did not deliberate on
any of the reports prepared by the internal audit department. The dormancy of the Audit
Committee constituted weak internal controls which could have resulted to poor
governance and possibility of financial loss.

ln the circumstances, the Company did not benefit from the oversight from the Audit
Committee.

4. Lack of a Strategic Plan

Review of documents revealed that the Company did not have a strategic plan as the
prior one had expired. Management explained that there was a committee formulating a
new strategic plan. However, the plan was at draft level which is yet to be presented to
the Board for approval.

ln the circumstances, the Company is operating without a strategic plan contrary to
Section 68(2)(9) of the Public Finance Management Acl, 2012, and it was not possible to
determine if operations were carried out towards the strategic objective of the Company.

5. Grounded Motor Vehicles and Machineries

Review of the status of the Company's fleet of motor vehicles and machineries revealed
that twenty-nine (29) motor vehicles and heavy machinery out of an inventory list of
ninety-seven (97) representing 30% of the entire fleet, were grounded and unserviceable.
Further, a report of the fleet management section indicated that the machinery availability
for the month of June, 2023 stood at 500/0. ln addition, thirty-nine (39) motor vehicles with
an undetermined value had been bonded and lying at the field workshop for more than
nine (9) years with no indication of whether there were plans to dispose the vehicles,
which continue to depreciate. Management did not also prepare an annual disposal plan.
ln the circumstances, effectiveness of mechanisms in safeguarding motor vehicles and
machines could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
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 ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015, I report based on my audit, that:

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

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

t The Company's financial statements are in agreement with the accounting records
and returns.

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 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 overall 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 applicable 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.

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

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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance but
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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) ot lhe 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 overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 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 non-compliance. 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.

a

a

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
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a

the Company's ability to continue as a going concern. lf I conclude that 4 material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease being 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.

a 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.

lcommunicate with 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 communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

FCPA cBs
AUDITOR.GENERAL

Nairobi

21 March,2024

a

s
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Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30,2023

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUN E 2023

FOR THE YEAR ENDED 30 JUNE 2023

Farr lalue gatn on biologtcal assets

OTHER INCOME
Grants from the National Golernment
lnterest income
Other lncome
Other gains/(losses)

OPERATING EXPENSES
Selling and distribution expenses
Administrali\e expenses
Finance Costs

PROFTT(LOSS) BEFORE TAXATTON

rNcoME TAX EXPENSS(CRED|T)

PROFIT(LOSS) AFTER TAXATION

OTHER COMPREHENSIVE INCOME
Fair value through comprehensi\€ income
Surplus or deficit on re\aluation of PPE

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Eaming/(Loss) F,er share - basic and diluted

Total Comprehensi\,q Eaming/(Loss) per share - basic and
diluted

Di\,idend per share

Gross profiU(losa)

Total

Tota I

REVENUES
Re!enue
Cosl of sales

15

16

17

17

18

I

6
7

9
10

11

11

12

13

14

190s.376.406
1814.496.898

142,y7,221

90,879,508

62 657.122

135,043,862
226 631

14 U7,758
(6,971,031)

12.324.213
341.094,032

18.846,876

372,266,12,1

(76,381,270)

(76,381,270)

(76,381,270)

(7.22)

(7 .22)

1472.817 728
'1 958 695 060

193,733,713

(485,877,332)

106,870,056

182,017.971

360.974
14,41 I 061
(3 063.294)

14,007,603
473,096,653
22 516,936

509,621,192

(694,894,7s6)

(694,894,756)

(694,894,756)

(65.68)

(6s 68)

2 .21 I .521 .653
2.217.841. 3

(6,320,290)

38,569,784

518,630
12,803,407

i.6.174.77 5)

10,442,772
502,885.881

78.000,260

591,328,913

(5sr,932,r66)

(551,932,r56)

(5s1,932,156)

7,117,263

(52.17)

(52.17)
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STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2023

The fi nc teme ts were approved by the Boa

ManatlnS Dlrector/C. Head of Flna
Na me: Steven Aluoch
cPA M/NO:

2

2024 and s(gned on its behalf by
c+t\+a\r-.. .L-- r'

cnalrman, bbLra o{oir"aort

2on

ASSETS

Non-Current Assets

Property, plant and equipment 19

BiologicalAssets 27

4,924,48L,706

64,649,949
Staff receivables due after one year 23(c)

5,056,793,271

708,77 5,443

Total Non{urrent Assets 4,989,131,655 5,165,568,654
Current Assets

lnventories 22 288,O2t,476 248,346,056
Trade and other receivables 23(a ) 240,L64,569 249,545.905
Tax recoverable 24 74,608,376 74,608,37 6
Bank and cash balances 26 50,273,524 41,681,834

Total Current Assets 593,007,885 554,182,771

TOTAL ASSETS 5,5t2,139,541 5,719,7sO,826

EqUITY AND UABITITIES

Capital and Reserves

Ordinary share capital 2A 211,597,620 211,591,620
Revaluation reserve 29 4,614,544,226 4,674,544,226
Retained earnings 30 (9,069,883,024) (8,993,s01,7s4)
Capltaland Reserves |4,243,747,178t. (4,167,36s,908)

Non-Current Llabllltles
BorrowinBs 31 3,687,977 ,903 3,669,73t,O27

Total Non-Current Llabillties 3,687,977,903 3,669,131,027

Current Llabllltles
Borrowings 31 286,850
oeferred lncome 33 54,977,792 110,939,785
Trade and other payables 34 5,787,947,954 5,8 15,04 5, 5 1 1

Retirement benefi t obligations 35 257,388,747 246,450,247
Provision for leave pay 36 33,907,143 35,563,528
0ividends payable 37 9,699,787 9,699,787
Total Current Llabllitles 6,137,908,816 6,217,945,704

TOTAT EQUITY AND TIABILITIES 5,582,139,541 5,tt9,750,426

Name: Jacqueline Koto Name: Eng John Nyambok
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Annual Reports and Flnancial Statements
For the year ended June 30, 2023
STATEMENT OF CHANGES IN EQUTY FOR THE YEAR ENDED 30 JUNE 2023

fi2.020.5:rE.90to ,7$,6Ia,A Al2.t I .59t .t20 1,611,*,2frAl June 30, 2020

Rsrduatioo galn
xrxfixx)Tranllbr d exc6g dooaEclatiqt m rE

xtxDsfrfled tax on exc6s doPrsciston
(5'19.280,',41(sil9.2E0.t/tlTot l compEhanJrt lncfit

Dh,idend paid

(3.,t59.819.570)(8.295.955.416)211.591.620 4.614,544,mAt tuie 30 2021

O,,189. El 9.570)(8.295.955.416)211.591.82() 1.611,544.%At Jl|y 1. 202t (As rsgousty statcd
R66luatlon oaln

(z65r.582)(2.651.582)Pdor veqr adiust r€llt
(rxx)TransEa of €xccas dcpr€clatlon on l!

xxxD€ftfi€d tax on oxcess dgprocladq!
Gg/r,894,756)(644,894,756)Totrl comprrhaniYt lncoma

Otidsnd pald

(4.1 67.365.908)(8.9$.$1,754)211.591.620 4.611,5{4.mAt Jvns 30, 2022

XEfixx)TrarBEr ol6xc6s d€p.€clatloo oo IB
Dem tar on oxcqas dopGciEtion

(76.3Er.270)t/8.381.270)Total co.nneh€ns iw lncdne
Di$dend pald

11.213.717 ,174119.069.EE:t.02,t)1.611.5L.216211.591.820At Junc 3lr, 204
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STATEMET{T OF CASH FI.OWs FOR THE YEAR ENOED 30 .IUNE 2023

CASH FTOWS FROM OPERANNG ACIMNES
146,726,95337(a) t9,226,447Cash Ecn!ratcd from/(used ln) operatlons

37(d)lnterest received
37 d)lnterest id

eDtuidends id
24Taxation paid

t'6,,726,953t9,u6,47adivftiesNet cash ncrated from/ used ln) op

CASH FTOWS FROM INVESflNG ACTIV]TIES
52,693,250)79 170,694,7971Purchase of pro lant and equi ment

Proceeds from disposal of ut mentplant and
20ble assetsPurchase of inta

70,694,7971Net cash Ienerated from/(used in) lnvestint astlvltles

CASH FLOWS FROM FINANCING ACNUTES
286,85037(b) 0Proceeds from borrowinS

037(0 0Proceeds from nt
31Repayment of borrowings

286,8500used lnl flnanclNet cash .ctlvltl€sne6ted
94,32O,5538,531,690INCREAS oEcREASE) T CASH AND CASH EQUIVATENTS

719141,68CASH AND CASH EQUIVAI.ENIS AT EEGINNI]TG OF YEAR

rate fluctuationsEffects of foreiSn excha

4r"681,83437(bl so,213,524CASH ANO CASH EQUIVALENTS AT END OF THE YEAR
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Chemelll Sugar ComPany Limited

Annual ReporB and Financial Statements
For the year ended June 30, 2023
STATEMENI OF COMPANEON OT BUDGET AI{D ACTUAL AMOUNTS fOR THE PERIOD ENDED 30JUNE 2023

EXPLANANON OF VARIANCES

l. Srte of goods, The adveEe variance was due to low sales of 16,558.46 tonnes of sugar against the budget of 47,420 tonnes, this came due to low produdion

when the maintenance was on I the month of .,uly and August 2023 and also shortage of raw materials in the 4n quarter ofthe year.

[. Finance income: Hither than budgeted income because the Companys had provided forthe loan's adl ances.

lll. Other lncomc: The Company also received a grant of Kshs.135,O43,862from Gok to off-set farmers arrea6 and repair the plant.

lV. Employee compenratlon: The reduction wai due to retirement of permanent employees and no replacement though substltuted by conracted employees

whose cost are lower.
Use of goods and s€rvlc$: The positive variance arose from the fact that the factory milled only 252,603 tonne5 of cane out of the 581 000 budSeted. Factory

milling operations started 26t august 2023 After maintenance and repair of the plant'

Flnance cost The lower than budgeted interest cost was because most of the Company's loan no longer attract interest

other payments: Tte adverse variance arose because the cost of running the factory escalated due to spares and repairs arising from frequent breakdowns

before stoppage for the major maintenance.
v[.

5

xshsKshsKshsl(rhsKshsRevenue
(1,905,376,406) (1,896,524,118)(3,801,900,524)(3,801,900,524)ods (net)sale of

226,6371226,6311Finance lncome
1270,820,7421 7A7,820,742(23,000,000)(23,000,0o0)Other income

(2,tt6,423,7791 1L,708,476,7451(3,824,900,524)1r,824,900,s241Totalincome

Erpans!s
6L7,L84,376 36,165,799553,350,175653,350,175Compensation of employees

7,567 ,949 ,429955,408,793
2,524394,2222,52439a,222Use of goods and services

55,403,39118,846,8767 4,250,26774,250,267Finance cost
(235,456,125)500,365,003363,898,878363,898,878Other a nts
1A23,O924932,192,805,0493,615,497 ,5421,6ts,897,542Total expenditur.
(285,384,252)7534L,27O(2G',0O2,982)(209,002,982)surplus for the period



Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2023

NOTES TO THE FINANCIAL STATEMENTS

1. GENERAT INFORMATION

Chemelil Sugar Company is established by and derives its authority and accountability from Corporations Act and Companies

Act (Cap 485). The Company is wholly owned by the Government of Kenya and is domiciled in Kenya. The entity's principal

activities are manufacture and marketing of sugar from sugarcane and establishment of sugarcane plantations.

For Kenyan Companies Act reponing purposes, the balance sheet is represented by the statement of financial position and

the profit and loss account by the statement of profit or loss and other comprehensive income in these financial statements

2. STATEMENT OF COMPI,IANCE AND 8ASI5 OI PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued amounts of
certain items of propedy, plant and equipment, marketable securities and financial instruments at fair value, impaired assets

at their estimated recoverable amounts and actuarially determined liabilities at their present value. The preparation of
financial statements in conformity with lnternational Financial Reporting Standards (IFRS) allows the use of estimates and

assumptions. lt also requires management to exercise judgement in the process of applying the entity's accounting policies.

The areas involving a higher de8ree of judgement or complexity, or where assumptions and estimates are significant to the
financial statements, are disclosed in Note 5.

The financial statements have been prepared and presented in Kenya ShillinSs, which is the functional and reporting
currency of the Companv.

The financial statements have been prepared in ac€ordance with the PFM Act, the State Corporations Act and lnternational
Financial Reporting Standards {IFRS). The accounting policies adopted have been consistently applied to all the years

presented.

3. APPLICATION OF NEW AND REVISED INTERNATIONAI. FINANCIAL REPORTTNG STANDAROS (|FRS}

i) Relevant new standards and amendments to published standards effective for the year ended 30 June 2022

Amendments to IFRS 76 titled 'Covid-79-Reloted Rent Concessions beyond 30 lune 2027' (tssued ln Mqrch 2020t

The amendments, applicable to annual periods beginning on or after l April 2021, that extends, by one year, the May

2020 amendment that provides lessees with an exemption from assessing whether a COVID-19-related rent concession

is a lease modification.

Amendments to IFRS 9, tAS 39,,FRS 4 ond IFRS 16 tltled "tnaerest Rqte Benchmork Refotm - Phose 2'(lssued ln
August 2O2O)

The amendments, applicable to annual periods beginning on or after l January 2021, with amendments that address

issues that might affect financial reporting after the reform of an interest rate benchmark, including its replacement

with alternative benchmark rater.

Amendments to tAS 47 Agrlcultwe - Toxqtlon ln roirvotue meqsurements (issued on 14 Moy 2020).

The amendment is effective for annual periods beginninS on or after l January 2022. Early application is permitted. lt
removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation carh flows when measuring the fair
value of a biological asset using a present value technique. This will ensure consistency with the requirements in IFRS 13.
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Annual Reports and Financial Statements
For the year ended June 30, 2023

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS} (CONtiNUEd)

ii) New and amended standards and interpretations ln issue but not yet effedive in the year ended 30 June 2022

Amendmenas to IAS 7 titled Closslficdtion oI Llobilities os Currcnt or Non-cufient (issued ln ton 2020)Ihc amendments,

applicable to annual periods beginning on or after 1 January 2023, ' providing a more general approach to the
classification of liabilities under IAS 1 based on the contractual arIangements ln place at the reporting date.

Amendments to IAS 72 titled 'Delefted fax relqted to Asseas qnd Liobilities orislng Jrom o Single Tronsqction lissued in
Mqy 2021) The amendments, applicable to annual periods beginning on or after 1 ,anuary 2023, 'that clarify how
companies account for deferred tax on transactions such as leases and decommiSSioning obligations

Amendments to IFRS 77 titled 'Amendments to IFRS 77' (issued ln lune 2020) The amendments, applicable to annual

periods beginning on or after l January 2023,'to address concerns and implementation challenges that were identified
after IFRS 17'lnsurance Contracts'.

Amendmentt to lAs 7 titled 'Disclosure of Accounting Policies' (issued tn Februdry 2027) The amendments, applicable

to annual periods beginning on or after 1 lanuary 2023, 'with amendments that are intended to help preparers in

deciding which accounting policies to disclose in their financial statements',

Amendments to lAs 8 tttled 'Delinitlon ol Accountlng E tlmotes'(issued ln Februory 2o2IJ The amendments, applicable

to annual periods beginning on or after 1 .,anuary 2023, 'to help entities to distinguish between accountinS policies and

accounting estimates.

Amendments to IFRS 77 titted "lnsurunce Contrdcts' (issued ln Mqy 2017) Ihe amendments, applicable to annual

periods beginning on or after 1 January 2023.

Amendmenas to tAS 76 titted "Prcpeiy, Plont qnd Equlpment - Proceeds beforc tntended Use'(i,1ued ln Februory
2O2O) Ihe amendments, applicable to annual periods beginning on or after 1 January 2022,'te$a.dinr proceeds from
selling items produced while bringing an asset into the location and condition necessary for it to be capable of operating

in the manner intended by mana8ement'.

Annuql lmprovements cycle tltled 'Annuq,l tmprovements to IFRS Stondqrds 2018-2020' (issued ln Mdy 20201 7he
amendments, applicable to annual periods beginning on or after 1 January 2022. The pronounc€ment contains

amendments to tour International Financial Reporting Standards (lFRSs) as result of the IASB's annual improvements
project.

Amendments to tAS 37 titled "onerous Contrqcts - Cost of Fulti inq s Contruct (issued ln Moy 2O2q fhe
amendments, applicable to annual periods beginning on or after 1 January 2022, amending the standard regarding costs

a company should include as the cost of fulfilling a contract when assessing whether a contract is onerous '.

Amendments to IFRS 3 tltled ' Relerence to the conceptuol Frcmework' (lssued ln Msy 2O2O) The amendments,
applicable to annual periods beginninB on or after l January 2022, with amendments to IFRS 3'Business Co.nbinations'
that update an outdated reference in IFRS 3 without significantly changing its requirements'.

The Directors do not plan to apply any of the above until they become effective. Based on their assessment of the
potential impact of application of the above, they do not expect that there will be a significant impact on the company's

financial statements.
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Annual Reports and Financial Statements
For the year ended June 30, 2023

NOTES TO THE FINAiICIA| STATEMENTS (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS} (Continued}

lmpact of rtandards and lnterpretation:

The directors anticipate that the adoption of new Standards, Amendments and lnterpretations resulting from the
lnternational Accounting Standards Eoard (IASB)'s improvements to IFRS listed above will have no material impact on

the financial statementr of the company and will be adopted as need arises according to the existing policies and

strategies. The lAsg's annual improvements process deals with non-urgent, minor amendments to standards.

iii) Early adoptlon of standards

The entity did not early - adopt any new or amended standards in year 2022

4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

a! Revenue recognition
Revenue is recognised to the extent that it it probable that future economic benefits will flow to the Company and the
revenue can be reliably measured. Revenue is recognised at the fair value of consideration received or expected to be

received in the ordinary course of the compony's activities, net of value-added tax (VAT), where applicable, and when
specific criteria have been met for each of the Company! activities as described below.

i) Revenue trom the sale of goods and services is recognised 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 ,easonably
assured.

ii) Grants from National Government are recognised in the year in which the Company actually receives such
grants. Recurrent grants are recognized in the statement of comprehensive income. Development/capital grants

are recognized in the statement of financial position and realised ln the statement of comprehensive income over

the useful life of the assets that has been acquired using such fund5.

iii) Finance lncgme comprises interest receivable from bank deposits and loans given to farmers for sugarcane

development and is recognised in profit or loss on a time proportion basis using the effective interest rate
method.

iv) Rental income is recognised in the income statement as it accrues using the effective lease/tenancy agreements

v) Other income is recognised as it accrues.

b) ln-kindcontrlbutionr

ln-kind contributions are donations that are made to the Company ln the lorm of actual goods and/or services rather

than in money or cash terms. These donations may include vehicles, equipment or personnel services. Where the
financial value received for in-kind contributions can be reliably determined, the Company includes such value in the
statement of comprehensive income both as revenue and as an expense in equal and opposite amounts; otherwise, the
contribution is not recorded.

8
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For the year ended June 30, 2023

NOTES TO THE FINANCIAL STATEMENTS (Continued}

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Property, plant and equlpment

All categories of property, plant and equipment are initially recorded at cost less accumulated dep(eciation and

impairment losses. Historical cost comprises expenditure initially incurred to bring the astet to its location and condition

for its intended use. Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as

appropriate, only when it is probable that future economic benefits associated with the item will flow to the Company and

the cost can be reliably measured. The carrying amount of the replaced part is derecognized. All other repairs and

maintenance are recognized in the profit or loss account in the tinancial period in which they are incurred,

Certain categories of property, plant and equipment are subsequently carried at re-valued amounts, being their fair
value at the date of re-valuation 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. Any accumulated depreciation at the date of revaluation it eliminated

against the Eross carrying amount of the asset, and the net amount is restated to the revalued amount of the asset.

lncreases in the carrying amounts of assets arising from re-valuation are credited to other comprehensive income.

Decreases that otfset previous increases in the carryinB amount of the same asset are charged against the revaluation

reserve accounU all other decreases are charSed to profit or Ioss in the income statement.

Each year the difference between depreciation based on the revalued carrying amount of the asset (the depreciation

charged to the statement of comprehensive income) and depreciation based on the asset's oriSinal cost is transferred from

the revaluation reserve to retained earnings.

Gains and losses on disposal of items of property, plant and equipment ar€ determined by comparing the proceeds from
the disposal with the net carrying amount of the items, and ar€ recognised in profit or loss in the income statement. On

disposal of revalued assets, amounts in the revaluation reserve relating to that asset are transferred to retained

earnings.

d) Depreciatlon and impairment of property, plant and equlpment

Freehold land and capital work in progress a.e not depreciated. Capital work in proSress 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 recognised in the income statement on a straightline basis to write down

the cost of each asset or the re-valued amount to its residual value over its estimated useful life. The annual rates in use are:

Rate %

i)Buildings and roads:
Buildings 2.5W.
Roads 72.25%

lilPlant, equipment and machinery:
Factory plant and machinery 5.00%

lrrigation proiect 6.67%

Agricultural implements 10.00%

Wheeled tractors and cane loaders 12.25%

Crawling tradors 10.00%

Trailers and caterpillar implements 8.33%

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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4 SUMMARY OF SI6NIFICANT ACCOUNTING PoLICIES (Continued)

liilMotor vehlcles and other equipment:
Lorries and land rovers
Other vehicles
Office machines, fittings and equipment
l.lousehold equipment
Office furniture
Computer hardware

76.67%
20.oo%
20.@%
20.oov"

10.00%

25.N%

The assetJ residual values, useful lives and methods of depreciation are reviewed at each financial year-end, and adjusted
prospectively if appropriate. A full yea/s depreciation charge is recognised in the year of asset purchase. No

depreciation is charged in the vear of asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying amount of an astet is

assessed as greater than its estimated recoverable amount, an impairment loss is recognised so that the asset is written
down immediately to its estimated recoverable amount.

e) lntangible assett

lntangible assets comprise purchased computer software licences, which are capitalised on the basis of costs incurred to
acquire and bring to use the specific software. These costs are amortised over the estimated useful life of the intangible
assets from the year that they are available for use, usually over three years.

f) Amortisatlon and lmpairment of intanglble arsets

Amortisation is calculated on the straight-line basis over the estimated useful life of computer software of three years

All computer software is reviewed annually for impairment. Where the carrying amount of an intangible asset is

assessed as greater than its estimated recoverable amount, an impairment loss is recognised so that the asset is written
down immediately to its estimated recoverable amount.

Assets that have an indefinite useful life are not subject to amortisation and are tested for impairment annually. Atsets

that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate

that the carrying amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset's carrying amount exceeds its recoverable amount.

The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cashflows
(cash-generating units). Non-financial assets that suffered an impairment are reviewed for possible reversal of the
impairment at the end of each reporting period.

gl lnvestment property

Buildings, or part of a building (freehold or held under a tinance lease) and land (freehold or held under an operating
lease) held for long term rental yields and/or capital appreciation, and which are not occupied by the entity, are

classified as investment property under non-current assets.

lnvestment property is carried at fair value, representing open market value determined periodically by independent

external values. changes in fair values are included in profit or loss in the income statement.
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NoTEs To THE FINANCIA| STATEMENTS (continued)

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Finance and operatlng leases

Leases which confer substantially all the risks and rewards of ownership to the entity are classified as finance leases.

Upon initial recognition, the leased asset is measured at an amount equal to the lower of its fair value and the present

value of the minimum lease payments, and the asset is 5ubsequently accounted for in accordance with the accounting
policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognised in the statement of financial
position to the extent of prepaid lease rentals at the end of the year. Payments made under operating leases are

recognised ifl profit or loss on a straight-line basis over the term of the lease. l-ease incentives received are recognised as

an integral part of the total lease expense over the term of the lease.

i) lnventories
lnventories are stated at the lower of cost and net realisable value. The cost of inventories comprises purchase price, import
duties, transportation and handing charges, and is determined on the moving average price method.

j) Trade and other receivables
Trade and other receivables are recognised at fair values less allowances for any uncollectible amounts. These are assessed

for impairment on a continuing basis. An estimate ls made of doubtful receivables based on a review of all outstanding

amounts at the year end. Bad debts are written off after all efforts at recovery have been exhausted.

k) Taxation
Current lncome tqx
Current income tax assets and liabilities for the cu.rent period are measured at the amount 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 in the area where the Entity operates and generates taxable income. Current

income tax relating to items recognized directly in net assets is recognized in net assets and not in the statement offinancial
performance. Management periodically evaluates positions taken in the tax returns with respect to situations in which

applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

Delerred tox
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and liabilities

and their carrying amounts for financial reportinS purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of taxable temporary

differences associated with investments in controlled entities, associates and interests in.ioint ventures, when the timinS of
the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of unused tax credits and any

unused tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit will be available

against which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can

be utilized, except in respect of deductible temporary differences associated with investments in controlled entities,

associates and interests in joint ventures, deferred tax assets are recogniled only to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utili2ed.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

The carrying amount of deferred tax assets is reviewed at each ,eporting date and reduced to the extent that it is no longer
probable that sutficient taxable profit will be available to allow all or part of the deferred tax asset to be utilized.

Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the extent that it has

become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is

realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or deficit. Deferred tax

items are recognized in correlation to the underlying transaction in net assets. Deferred tax assets and deferred tax

liabilaties are offset if a legally enforceable right exists to set off current tax assets against current income tax liabilities and

the deferred taxes relate to the same taxable entity and the same taxation authority.

l) Cash and cash equivalents
cash and cash equivalents comprise carh on hand and cash at bank, short-term deposits on call and hiShly liquid

investments with an original maturitv of three 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 the C€ntral Bank of
Kenya and at variour Commercial Banks at the end of the reportinB period. For the purposes of these financial statements,

cash and cash equivalents also include short term cash imprests and advances to authorised public officers and/or
institutions which were not surrefldered or accounted for at the end of the financial Year.

m) Borrowlngs
lnterest bearing loans and overdrafu are initially recorded at fair value beinS received, net of issue costs associated with the
borrowing. Subsequently, these are measured at amortised cost using the effective interest rate method. Amortised cost is

calculated by taking into account any issue cost and any discount or premium on settlement. Finance charges, including
premiums payable of settlement or redemption are accounted for on accrual basis and are added to the carrying amount of
the instrument to the extent that they are not settled in the period in which they arise. Loan interest accruing during the
construction of a project is capitalised as part of the cost of the project.

nl Trade and other payables
Trade and other payables are non-interest bearing and are carried at amortised cost, which is measured at the fair value of
contractual value of the consideration to be paid in future in respect of goods and services supplied, whether billed to the
entity or not, less anV payments made to the suppliers.

o) Retirement benefit obligation5
The Company operates a defined contribution scheme for all full-time employees in managerial cadre. The scheme is

administered by an in-house Board of Trustees and is funded by contributions from both the Company and its employees.

The Company also contributes to the statutory National Social Security tund (NsSF). This is a deflned contribution scheme

registered under the National Social Security Act. The company's obligation under the scheme it limited to specific

contributions legislated from time to time and is currently at Kshs.1,700 per employee per month.

p) Provision for staff leave pay
Employees' entitlements to annual leave are recognised as they accrue to the employees. A provision is made for the
estimated liability for annual leave at the reporting date.
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NoTES TO THE FINANCIAI- STATEMENTS (continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

q) Exchange rate differences
The accounting records are maintained in the functional currency of the primary economic environment in which the entity
operates, Kenya Shillings. Transactions in foreign currencies during the year/period are translated into the functional

currency, Kenya Shillings, 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 transactions and from the
tranrlation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies ar€ recognised in
profit or loss.

rl Budget information

The Company'sbudget for FY 2022-2023 was approved by the Ministry of Agriculture Livestock, Fisheries and Co-operatives -
State Depanment of Crop Development in August 2022 having received National Treasury recommendation for approval.

This was in compliance with requirements of Section 11 and 12 of the State Corporations Act, Cap 44 and Section 58 of the
Public Finance Management Act,2012.

The Company's budget is prepared on a different basis to the actual income and expenditure disclosed in the financial

statements. The financial statements are prepared on accrual basis using a classification based on the nature of expenses in

the statement of financial performance, whereas the budget is prepared on a cash basis. The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassilled by presentation to be on the same basis as

the approved budSet. A comparison of budget and actual amounts, prepared on a comparable basis to the approved

budget, is then presented in the statement of comparison of budget and actual amounts. ln addition to the Basis difference,

adjustments to amounts in the financial statements are also made for differences in the formats and classification schemes

adopted for the presentation of the financial statements and the approved budget.

a) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or reconfigured to conform

to the required changes in presentation.

blsubsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial statements
for the year ended June 30, 2023.

S SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAII{TY

The preparation ofthe Company's financial statements in conformity with lFR5 requires management to make judgments,

estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period. However, uncenainty about these assumptions and estimates could

result in outcomes that require a material adjustment to the carrying amount ofthe asset or liability affected in future periods.

Estlmates and assumptions
The Company based its assumptions and estimates on parameters available when the financial statements were prepared.

However, existing circumstances and assumptions about future developments may change due to market changes or

circumstances arising beyond the control of the Company. Such changes are reflected in the assumptions when they occur.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reportinS date, that have

a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below.
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NOTES TO THE FINANCIAI STATEMENTS (Continued)

5 SIGNIFICANT JUoGMENTS ANo SOURCES OF ESTIMATION UNCERTAINTY (contlnued)

Useful lives and residualvalues
The useful lives and residual values of assets are assessed uring the following indicators to inform potential future use and

value from disposali
. The condition of the asset based on the assessment of experts employed by the Company
. The nature of the asset, its susceptibility and adaptability to changes in technology and processes

. The nature of the p.ocesses in which the asset is deployed

. Availability of fundinS to replace the assets

. Changes in the market in relation to the asset

The rates of depreciation assigned to each class of assets is a result of such assessments

Biological assets
ln arriving at the fair valuation of biological assets, the management has adopted IAS 41 and 61 in valuation of cane bearer
plant, cane bearer plant work in progress, growing consumable cane and livestock.

The Company estimates the fair value of its growing consumable sugarcane as the product of estimated yield in tonnes of
standing cane at its present age and the prevailing cane price less point of sale cost. The yield is estimated as the product of
the area covered by the standing cane in hectares, the age of cane in months and the average cane yield per hectare per

month (TCHM).

Bearer plant is measured at cost and depreciated over its productive life asrumed to be an averaSe of 48 months. The

cumulative cost of land development and cane establishment from 0-6 months is capitalised. Livestock is recognised at
acquisition cost and revalued at each year end using the prevailing market price for the animal category.

The biological assets valuation estimates and assumptions are detailed in Note 21

Provlslons
Provisions were raised and management determined an estimate based on the information available. Additional disclosure

of these estimates of provisions is included in Note 13. Provisions are measured at the management's best estimate of the
expenditure required to settle the obligation at the reporting date, and are discounted to present value where the effect is

material.

The Company made the following provisions in the year; contingent liability (shs 4,958,590.24 Other provisions under staff

costs are staff gratuity provision of Kshs. 53,899,157 at captured under Note 35
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NoTES TO THE FINANCIAI" STATEMENTS (contlnuedl

6 REVENUE

Sugar and molasses are the main products of the company. Molasses ls produced as a by-product of the su8ar process.

7 COST OF SALES

Net sales of Sugar
Net sales of Molasses

Total net sales

Gross sales

Less: value added tax on gross sales

Total

Cost ofcane milled: Nucleus

OutSrowers

Change in value of Unmilled €ane

Tot.lCost of C.ane mllled

ASdculture

Staff Cost

Agriculture overheads

Manufacturlng
Staff Cost
Processing Costs

Repairs and maintenance
Other factory overheads

Depreciatlon-factory

change ln value of sugar ln process

change in value offinlshed goods

cost ot goods sold

1,752,@7,822
153,278,583

1,905,375,405

2,270,236,630
(304,850,225)

1,905,376fi6

166,576,360
862,t39,724
(3.535.265)

1.025.279.818

1,437,764,203
41,049,525

L,472,8t7,728

1,708,468,565
(23s,6s0,835)

1.472,811 ,728

59,096,467

1,065,000,234

3.434.000

1.127.530,701

109,989,439

40.704.600

lSO-6lrt-Otg

103,914,423

36.272.21O

140.186.533

295,484,833

42,765,93s
258,107,303

29,O29,O?5

77.998.089

703,385,236
(sd167,439)

(187,350)

1,814,495"898

297,465,976
42,378,213

228,939,386
(28,911,323)

77.998.089

518,270,360
54,530,130

7,569,831

1,958,695,060

Cane from out growers ls valued at the cane prace pald to farmers while cane from nucleus estate is valued at lhe falr value
les3 point sale cost recognized during the latest valuation plus cost of harvestlnS and transporting the cane to lhe factory.

l5
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8

NOTES TO THE FINANCIAL STATEMENTS (Continuedl

FA|R VALUE GAIN/(LOSS) ON BTOTOGICAL ASSETS

Gain on consumable growlng
cane

Gain on livestock
Total

61,729,722

928,000

62,557,122

105,353,056

517,000

106,870,0s6

9
The fair value gain on consumable growing cane ls determined in accordance with IAS 41 as detalled under note 21.

GRANTS FROM NATIONAL GOVERNMENT

Reccurrent grants recelved

Capltalgrants realized (see note
below)

ln Kind contributions/ donations

Total

135,043,852 782,017,977

135,043,862 tgz,ol7,97t

The government grant relates to Kshs. 135,043,862 million paid by the Government of Kenya Via AFFA in july 2022 to various
suppliers during the year ending 30 June 2023 for maintenance materials supplied and services rendered during and after the out
of crop factory maintenance carried out between April and August 2022.

10 INTEREST INCOME

lnterest income:
I from treasury bonds -
L from receivables 226,631 350,974

'- from commercial banks and
ffnancial institutions

'- on staff loans

Total 226,6rL 360,974

lnterest income on receivables relates to interest that the Company charges farmers in relation to credit advances for farm inputs.

The company recovers these from cane proceeds payable to farmers on harvested cane.

11 OTHER INCOME, GAII{S A]{D I.OSsEs

alother lncome

Rental lncome
Other miscellaneous income
Total

73,759,243
288,515

14047,7s8

13,125,873

1,292,$a
t4,4r8,051

15
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Rental lncome ls recelved from tenants allocated livlng quarters withln employee resldentlal estates. These indude temporary
employees, employees of key service providers and ciMl servants serving wlthln the local community. Miscellanecus sales include
sale ofstock and non-stock items that are not part ofthe maln products of the Company.

NOTES TO THE FINANCIAL STATEMENTS (Continuedl

(a) other Galns and Losses

Forelgn exchange gains / (losses)

(Loss)/gain on disposal of
property, plant and equipment
l-oss/gain on disposalon sale of
investments

Unrealized foreign exchanBe
gains/(losses)

Total

12,4t0,772l,

(4,s60,2se) (3,063,346)

(6,971,0311 (3.063,346)

======t:===
The company's sugarcane fields holding sugarcane that had been developed at a total cost of Kshs. 26,079,U7 were
reploughedfallowed during the year after accumulatlng depreciation amounting to Kshs. 21,518,918, thereby disposing
the bearer plant at a loss equlvalent to lts undepreciated cost of Kshs. 4,560,259.

12 MARTETNG AND DISTRIBUNON EXPENSES

Staff cost - sales personnel

Product Handling and
distribution costs

Other marketing and
promotional expenses

Depreciation - distribution
equlpment
Totel

ADMINISTRATIVE EXPENSES

(al Admlnlstratlon Costs

6,803,142

4,761,365

8,396,258

4,857,640

759,705

14007,6{13

759,705

t2,124,213

tz

Staff costs - other (note 13b)

Directors' emoluments
Auditors' remuneration
Legal fees and court awards
Consultancy fees

MedicalServices
Staff training expenses

lnsurance costs . other

210,981,979
1,430,919

770,000
14,180,ls2

1,486,918

9,473,2L4
2,105,615

6,605,817

216,158,486

1,860,735
(3,731,918)

3,070,000

7,966,406
375,727

4,827,942

t7
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13 {bl

Bank charges and commissions

Electricity and water
Repairs and maintenance
Stationery, printinS and
photocopying
STAFF COSTS (Contlnuedl
Travelling and subsistence
Communication seryices and
supplies
Depreciation - other
Bad and doubtful debts

Stock Obsolescence

Tax penalty and interest
lnterest on pension arrears
Other admlnistrative expenses

Total

EMPLOYMENT COSTS

Salaries and allowances of
permanent employees

Wages of temporary employees

National social securlty
schemes
Pension contributions
Staff gratuity/ provision

Leave pay provislon

Staff welfare

Total

The averagc number of
cmploy.es at the cnd ofthe year
wag:
Permanent employees -
Management
Permanent employees -
Unionisable
Temporary and contracted
employees
Total

7,O39,124

48,226,294

L2,602,O73

5,705,490

6,4t3,783

66s,577

39,794,O94

(2,72s,609) -

(17,461,810)

34L,O94,OrZ

356,513,089

173,638,113

5,470,782

44,242,246
(1,575,934)

28,497,47

617,1a4F76

7,965,7 42

12,69!,757
6,480,364

5,155,052

4,009,5s0

632,428

38,620,839

4,L37,072

127,226,6311
154,501,412

10,387,554
(5,781,904)

473,096,653

477,232,439

130,981,714

2,006,800

5s,008,880
15,882,311

L7,757,@t

648,869,23s

190

277

5s4

1,01s

193

252

467

906

The government has restricted employment on perman€nt basis as a measure to maintain a lean workforce in

preparation towards privatization plans. Consequently, there has been a consistent rise in the use of temporary and

term employees over time as the number of permanent staff reduce through natural attrition.

l8
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t4 flNANCE CO5T5

lnterest expense:

'- on commodity loans

'- on IPF loans

'- on bank overdrafts
fotal

18,846,876 22,576,916

18,845,875 22,516,916

lnterest on commodity loans accrue at the rate of 596 on outstandinS principal amount and 6% on defaulteC balances

15 OPERATTNGPRO;jTI(rOSS)

The operating profit/(loss) ls arrived at
aft er chargin&/(creditlng):

Staff costs (note 13b)

Deprecletion of property, plant and
equipment
Amonlsation of intangible assets

Provlsion for bad and doubtful debts
Dlrecto6' emoluments - fees

- other
Auditord remuneration - current year
fees

- prior year under-
provision

Loss on disposal of property, plant and

equlpment
Net foreign exchange loss

Total

16

6t7,144376

L64,525,220

648,859,235

158,791,092

4,737,Otz

1,430,919

750,(m

20,000

4,550,259

2,41O,112

790,881,545

750,000

7,11o,715

3,063,346

at6,72tAL9

INCOME TAX EXPENSE/(CREDIT}

(al lncome t.x

Cunent tax charge

Deferred tax charge (note 32)

(bl Proflt
The tax on the company'5 loss before lncome tax differs from the theoretical amount that would arise using the statutory
income tax rate as follows:

l9
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Profl t/(loss) before taxation

Tax calculated at the statutory tax
rate of 30% (2020:30%)

NOTES TO THE FINANCIAT

STATEMENTS (Contlnued)
Tax effect of:

'- Expenses not deductible fortax
purposes

'- Prior year under/(over)
provision ln deferred tax

'- Deferred tax not reco8nised

)0u

xxx

xxx

xxx

xxx

xr{

(76,381,270)

22,914,381

1694,A94,7s6t.

208,468,427

17

lncome tax Gxpenre/(credltl xxx xxx

The losses together with deferredThe Company has been making loss for a period of time hence no taxable income
taxes are carried forward to future periods

LOSS PER SHARE

The loss per share is calculated by dividing the loss after tax by the average number of ordinary shares in issue during the
year. There were not dilutive or entlal dilutlve ordina share as at the re n date.

Loss tor the year attdbutable to
equlty shareholders

(76,381,270) (594,894,756)

Total comprehenslve loss per
share aftrlbutable to equlty
shareholders
welghted average numb€r of
shares ln lsru€ (note 281

(76,381,270) (694,894,7s6)

10,579,581 10,579,581

Loss per share (7.49) (6s.68)

Total comprehenslve loss per

share
{7.4e}

18 DIVIDEND PER SHARE

The directoE do not recommend payment of a divldend for the year (2022/202: Nil)

(6s.681

20
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19 PROPERTY, PTANT AND EqUIPMENT

COST OR VATUATION

Al tubt L, 2022
Revaluation Surplus

Additlons
Transfers

Dlsposals

2,000,000,000 1,956,/80,000 1,53L,965,5L2 20,343^585

- 2,779,852

95,523,413

2,191,035

32,9t7,t87

126,o79,t77l

16s,80211s 19,25&610 5,749384,234

31,803,087 36,773,974
(32,9tt,t87 -
- 126,O79,L771

At Jun. 30, 20Zl 2000,000,0(xl 1,9s9,259,852 1,s31,965,512 20.343J8s 97,7L4,449 fiz,6,.',Xl' 18,154.510 s,800,083,031

COMPRISING

Cost
valuation

- 6,337,276
2,000,000,000 L,952,928,57 6

900,822,428
531,143,084

18,154510 7,279,787,623
- 4,580,895,409

97,714,449 t72,645,12523,519,836

{.3,176,2s7

Total 2,000,0o0,0fi I 1,959,259,852 1,531,965,512 20.343,585 97,714,449 172,645,125 18,154510 5,800,083 32

DEPRECIAIION

At July 1, 2022

R€versed on Revaluatlon

Charge for the year

lmpairment loss

Ellminated on dis 2 1 91821,518,9r8)

9r.540,064

2,877,946

195,861,798

49,273,841

341,5&{,054

86,777,663

16,063,615

3,244,564

47,565,492

22,9s3,201

732,595,O2t

L64,525,220

AtJun.30, 2023 245,t15, 2 427,74t,717 19312,179 94,4L2,O11 Aa,999,7f7 875,601,32s

NEI BOOK VATUE At June 30, 2023 2,(x)0,0001x,0 1,7L4,L74,2LO l,t.o4,22:!,795 1,03r/406 3,302138 83,645.348 18,154,510 4,924,41,706

2t
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NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

20 PROPERTY, PI.A'{T AI{D EQUIPMENT

COST OR VALUATION

At July 1, 202r.

Ravaluatlon Surplus

Addhions

Transferi

Dlsporals

9SlOl,513 5,751,716,W

52,693,250118,800
8,979,305

(18,021,824)

20,343,385 737,250,371 22,252,0132,m0dr0,000 1,956,480dr0 1,522,946,207

4657&s68

L,424

43,595,145

(46,578,568)

AtJune 30, 2022 09 19 789,388,234000 3 ,5t52,

coMPRlslftG

Cost

Valuation

95,523,413

1,952, 76

165.807,115 19,268,6103,35L,424 23,519,835

3,L76,257

L,204,492,426

4,580,895,409

900,822,428

631,1,43,084

5,789,3E8,2359sJZl,413
5,512Tqtal 11555000 1

DEPRECIATION

at JulY 1, 2021

Cha.ge for the year

Elimlnated on diJpolal

s88,753,'44

158,790,070

{14,958,531}

89,17t,t76

2,368,188

85,337,815

17,786,207

12,209,957

3,853,564

146,657,451

49,20A,347

255385390

a6,7n,661

At June 30, 2022 61! a79798

5,056,793,211NET BOOXVAIUE At Jur.30, 3,9E3,r49
19 6101,190 iO7, 1,279 970

'r)
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NOTES TO THE FINANCIAI STATEMENTS (Contlnued)
Land and buildings were revalued on 306 June 2018 by Tysons Limited based on open market value basis (level2). The

same valuers valued tactory plant and machinery, agricultural machinery and equipment and motor vehicles on a

depreciated replacement cost basis (level2). The capital work in progress balance mainly represent5 expenditure on

development of sugarcane within the Company's nucleus estate that was still at immature stage (0-6 months) as at the
reporting date.

19 PROPERTY, PLANT AND EqUIPMENT

The Company accounts for its biological assets in accordance with revised IAS 41 and IAS 16. Under the standards,
the root system of growing sugarcane is recognised as bearer plant from the 7th month when it is fully developed. At
this stage, sugarcane begins to bear produce (sucrose) and remains productive for at least 3 harvest cycles of 16 months
each as cane stamps sprout again into a new produce after each harvest.

Significant assumptions made in determining the carrying values of bearer plants include:
a) Bearer plants are carried at cost less depreciation. The cumulative cost of developin8 cane has been

capitalised and depreciated over the plant's economic life estimated to be 48 months. All costs incurred after the 6th
month are expensed as maintenance costs.

b) Cane aged 0-6 months is considered immature since the root system is still developing. Cost incurred at this
stage is recognised as work in progress.

c) On initial application of the standard, the cost value of existing bearer plants was estimated using standard
cost ofcane development per hectare. All subsequent additions are recognised at actualcost.

As at 30th June 2023, 40% .2022 70%) of the nucleus estate farm measuring 702.!3 ha l2o22t 1,598.2 ha) had

mature bearer plant. Sixteen percent (2022: 15%) of the estate land measuring 350 ha (2022: 346.9 ha) had immature
bearer plant while 17% (2022: 16% ) was fallow.

During the year, 552.4 ha (2022: 442 ha) was planted with new cane, 298.6 ha (2022: 445.4 ha) of growing cane

matured and was transferred for capitalization as addition to bearer plant asset whlle 259.5 ha (2022: 159.3 ha) of
mature bearer plant was fallowed or uprooted by ploughing.

All property, plant and equipment other than bearer plants have been charged to secure banking facilities as

disclosed under note 31. Property, plant and equipment include the followinS items that were fully depreciated:

Motor vehlcles, including motor cycles
Furniture, fittinEs and equlpment,
Cane bearer plant

Total

2022

Motor vehicles, including motor cycles
Furniture, fittings and equipment,
Cane bearer plant

70,286,455
5,455,299

76,741,754

74,057,297
1,533,133

74,057 ,29t
7,425,957

t5,590,424

Normal annual depreciation
charge

Cost or
valuatlon

70,2A6,455
6,004,030

76,290,485Total

23
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NoTEs To THE FINANCIAL STATEM ENTS (continued)

The Company owns 2,700 hectares of freehold land. The land has been charged to secure banking facilities Eranted
to the Company as disclosed in note 31. The land was last valued on 30th June 2018 by Tysons limited on an open

market basis at Kshs 2,OOO,OOO,0OO. The value of the land has been reflected in the statement of financial position

as part of property plant and equipment.

2L, BIOTOGICAL ASSETS

a Growl Cane

At the beginning of the year

Prior year adjustment

to7,xt2,44l 40,SOt,720

At the beSinnlng ofthe year restated
Decrease due to harvest at fair value less point of
sale costs

Gelns arislng trom changes ln falr value rttributable
to:

- biological transformation
- price changes

Fair value gain/(loss) on valuation

At the end ofthe year

LO7,rr2A4l

(106,433,616)

478,A27

39,L28,074
22,60t,O44

40,501,720

(39,s42,333)

959,387

99,235,183

7,776,872

61,729,r22 106,353,056

62,607,949 1o7,312,44'

The Company grows sugar cane in lts Nucleus Estate whose produce is harvested for replanting or milling and has

accounted for its biological assets in accordance with revised IAS 41 and lA5 15. Cane stem is recognised as the

consumable Srowing produce from the 7th month wheo it begins to form sucrose. The produce fully matures with

maximum sucrose 14 months thereafter but can be harvested as early as 9 months as seed cane.

Significant assumptions made in determining the fair values of growing produce (biological assets) are:

i) Growing produce has been stated at fair value less point of sale cost. Only cane aged 9 months and above

is asslgned a value as it ls only then that it can be harvested for use as seed cane. The value is based on

market prlce of Kshs. 5,300 per tonne of sugarcane (June 2022-Kshs 4,563).

ii) Growing produce has been quantified in tonnes as the product of averaSe productivity per unit acreage at

ha rvest age (TCHM) a nd actual acreage in hectar€s covered by the produce. The TCHM for 202 2 was 2.69

(2022-2.38).

iii) All costs incurred to maintain growing produce are expensed.

24
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NoTES TO IHE FINANCIAL STATEMENTS (Contlnuedl

2l BIOIOGICAI ASSm (contlnuedl

The Company expects to harvest the mature cane produce held at the end of the year within the next 12 months

and thus the growing produce has been presented as current assets.

b Llvestock

At the beSlnnlng ofthe year 1,463,(x)0

80,000

(429,m0)

1,246,fi'0 1,481000

(300,000) (600,000)

1,114,000 946,000 885,000

Galns arislnB from changes ln fair value attributable
to:

- biological transformation
- price changes

Fair value galn/(loss) on valuation

At the end ofth€ year

928,000 517,000 351,(x10

2,042,qD 1,463,(xr0 1146,mO

9'14,000
(16,000)

474,0N
43,000

370,m0
(9,00o)

lncrease due to acqulsitlons and blrths

Decrease due to slaughter or sale at fair value l€ss

point of sale costs

Calf

Heifer

LactatinB cow

Bull

Goats

The company keeps dairy cattle in its Academy section whose produce is used within the school to Educe

boarding expeoses and has accounted for lts biological assets in accordance wlth revised IAS 41 and IAS 1A The

hlrd of dairy anlmals has been stated at falr value less point of sale cost. The value ls based on the open riarket

prlce of dalry anlmals categorlsed as follows

17,000

88,000

158,000

124,000

7,000

25
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NOTES TO THE fINANCIA| STATEMENTS (Contlnued)

22.INVENTORIES

276,a97,A39

289,013,749
(58,910,608)

288,021,416

s4382,009

3,535,266

230,103,141

54,767,439

33,924
780,647

1,775,742
4,54/-,OL6

3,856,152

291,410,910

7,485,426
7,77A,AO7

2,1t2,439
7,027,4'16

309,955,0s2
(51,635,216)

248,318,836

248,346,0s5

27,22O

7,570
19,550

other materlals and consumables
Field and factory stores

OOC Maintenance Stock

Consumable Stores

Stationery
Medicines

Subtotal

Raw mrt€rlal stock
Unmilled Cane

Less: lmpairment

Subtotal

Total

Produd Stock

Milled Sugar
Molasses

lnproclss stocks
Milled sugar-ln-process

Molasses ln process
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23(a TRADE AND OTHER RECEIVABLES

At 30th Juna 2023
Trade 6c6i\ables (nots 23b)
Loans to Outgowers
Deposits and prspaymonts

Staf recei\ables (note 2&)
VAT Ecor€rable
Other r€cai\Bbles (note 23d)

Total trude and olher rccelvables

At 30th June 2022:
Trads recoi,ables (note 23b)

Loans to Ojtgrovv€rs
D6posits and prepaymonts

Staf r€cohables (note 23c)
VAT reco\,€rable
Othsr rscolvablos (noto 23d)

Total bada and other rocelvablos

At 30th Juno 2021:
Trade r€cei\ables (noto 23b)

Loans to Outgrculers (note 23d)
Depcits and prBpaymonts
Stafi r€cah/ades (noto 23c)
VAT rsco,orablo
Other recoi\€bles (note 23e)

Total trado end other recelvables

47,670,263
424,321,&1
20,884,866
24.sO6.205

2U,759,182

752,112,1$

49,832,152
424,385,9n
20,983,970
24,213,631

766,699
241,U1,065

761,523,194

*,537,442
429,249,319

4,892,n8
27,697,981

320,171,'t57

836,s48,677

(39,075,261)
(,+07,498,764)

(1,268,664)

(64,134,90O)

(51trz"ssE

(39,075,261)
(407,498,76/.]-

(1,268,64t)

(64, 1 34,900)

(5r 1,977,s89)

(39,230,415)
(4,07,498,74r)

(1,268,664)

(59,842,735)

(50?"84O5r4

2/10,1 4.1,569

8,595,002
16.@2,87f
20,884,866
23,287,il1

170,624,283

10,7!16,891
'16,887,213

20.983.970
22,94,967

766,699
177,2G/t66

2/t9, s45,90s

15,30?,028
21,750,555
4,897,778

26,429,317

2@.328.423

328,70q,100
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23 (b) TRADE RECEVABLES

23 (c) STAFF RECEIVABLES

The Company operates a staff car and cycle loan scheme for employees whereby eliSible employees are given loans to
acquire cars for their personal use. The loans which are secured by the vehicles acqulred using the proceeds are payable

within a maximum period of 60 months. The interest rate on staff loans is 5'{. There were no outstanding staff recelvables

balances as at reporting date (2020-Kshs.Nil)

I

41,119,600
(32,2e0,431)

8,E29,169
6.550,663

(6,784,830)
(234,167)

(83s,071)
2,161,947

(11,133,147)
(334,082)

57,810,616

8,595,002

47,670,263

42,99{.,zfi
(32,2W,431)

10,703,825
6,837,896

(6,784,830)

53,065

10,756,891

1,379,995
1,302,235

47,149,92.

49,832,152

0

Gross Sugar recei\ables
Provslon ilr doubtful recaheblss

Gross Mdasses ReceiEblss
Prorision fur doubtful r€cehablas

At Jun€ 30, th€ ageirE analysls of th6 gloss trad6
receilables was as fcllols:

Less than 30 days
Betwson 30 and 60 days
Betw€€n 6l ard 90 days
Bet$|s€n 91 and 120 days
O\€r 120 days

24,213,631
(1,268,6er)

22,U4,!h7

24,213,63124,506,205

23,237,il1

24,506,205
(1,268,664)

Gross stafi dsbtors and ad\ances
Pro\,ision for impairment loss

Lsss: Amounb du€ $rithin one y6ar

Amounts due atter one yaar
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23 (d)
CANE DEVELOPMEi[I I.OAI{S TO FARMERS

At 3oth.lune 2023
Farmer cooperatives
Large & small scale farmers
Transporters

At 30th rune 2022:

Farmer cooperatives
LarSe & small scale farme6
Transporters

376,015,915
46,813,262
1,471,465

424,32L,64t

375,964,337

46,960,447
1,461,199

424,t45,977

(36s,9s8,108)
(40,705,920)

(833,736)

l&7AeB,76{l

(35s,958,108)
(40,706,920)

(833,736)

10,058,807

6,726,347
637,729

::v:!:
10,006,229

6,2s3,s20
627,463

l4o7 A98,7Ul t4a87,2L3

Cane development Loans relate to cost of farm inputs supplied and services rendered to farmers on credi. The
farme/s standing cane established uslng these funds and title deed for the land on wtrich it stands act as colateral
for the loan. Recovery ls made when the cane matures and is harvested. Under the current contracts,60% is

recovered from the 1st harvest, 20% from 2nd harvest and the remalning 20% from 3rd harvest. lote|rest is
ciarged at the rate of 12% on recoverable loan balances. Oirectors have made provision for amounts whose
recovery ls uncertain.

29



L t

Chemelil Sugar Company Limited

Annual Reports and Flnancial Statements
For the year ended June 3Q 2023

Farm6rs, Transporta6 & Cutters ad\ances
Pro\,islon ,or lmpairment loss

Othor recehables
Pro\,ision for lmpalrmant loss

PayablaB wlth deblt balancos
Trade payables
Small scale iarmers
l.arge Scale Farmers
Trans porters & Han€stsrs
Cane Maintonance Contracto.s
Payroll Llabllltl€s
Other payables

Less: Amounts due within ono year

Amounts due after one year

NOTES TO THE FINAI{clAt STATEMENTS (Contlnued}

2' e OTHER RECEIVAEIIS

16,270,246
(14,988,103)

1,242,113
56,316,725

(49,146,7571
7,169,928

7a,os2,425
9,624,U1
10,456,060
22,367,387

7,176,204
26,351,142
8,1114, 9

17O,624,243

23,669,066
(14,988,103)

8,680,963
54, 165, r 10

(49,146,797)
5,018,313

8,452,071 13,699,276

42,764.4O1
20,469,853
10,556,097

,767,236
6,522,463

37,941,O74
8,485,365

16.2,172,211 '163,506,889

234,759,182 24 r,341,065

177,206,166

(s7s,255)
14508,375

The Company endeavoB to support cane development, harvest and haulage actlvities undertaken by independent farmers,

harvesters, transporters or their organitatlons owing to their criticality for the continuity of milling operations. The

Company supplies them with farm inputs, fuel and other items for cash or on credit and maintains current accounts for
these transactions and recovers debit balances from any monies payable to them for cane purchased or services received

from them, Directors have made provision for amounts whose recovery have become uncertaln.

24 TAX RECOVERABLE

At beginnlng of the year

lncome tax charge for the year (note 16)

Under/(over) provision in prior year/s (note 16)

lncome tax paid durlng the year

At end of the year

74,@8,376 15,183,641

14,608,376

This tax recoverable amount lncludes instalment tax paid, wlthholding tax on lnterest income, and advance tax on

commercial vehicles paid on different dates in the past years but which the Company has not been able to recover

because lt has recorded losses over those years. The amount is recoverable from future corporation tax when the

Company posts profit.
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NOTCS TO THE FINANCIAL STATEMENTS (Continuedl
26 BANK AND CASH BATANCES

The make - up of bank balances and short term deposits ls as follows

Dltallcd ana of the c.sh .nd cash ulvalents

(58,632,s83)

995,364

(52,637,219)

(1,500)

(s1,638,719)

so,ztt,524

so,2t3,524

49,7t3,524
5(n,000

40,944,227

737,@7

41,681,834

(286,8s0)

41,394,9U

sub total

Bank Overdraft

Total

cash at bank
cash in hand

5,941,590
(285,8s0)

4,8s7,678
4,023,532

3,985,580

31,736
2,104,111

tIJ,657,377

737,607

737,@7
41,394984

a) Curent account
KCB Bank Kisumu Main Account
NCB Bank Xisumu Projed Acount2
KCB Bank Klsumu Project Accountl
KcB Bank Kisumu chemelil Academy Account
Cooperative Bank Kisumu Main Account
Cooperative Bank Klsumu Project Account
Cooperative Bank Kisumu Health Ctr Account
Cooperative Bank Kisumu Chemelll Academy-PTA

Sub- total

SUE total

1103790307

118099s716
LL[2L2247A
1103794930

01120054662900
01120054662901
o1160614981S00

34,723
6,3t3,447

(0)

38,385,398

7,117,t47
47,307
43,146

3,47L,35?

49,713,524

c) Others(speclfyl
Cash in transit
cash ln hand
Sub- total
Grand total

500,ooo

500,(x,o
s0,213,524

bl Moblle Money Deposfts

Safaricom Mpesa
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27
D€talled analysk of the cash.nd cash cqulvalents
ORDINARY SI{ARE CAPITAL

Authodsed:
10,579,581 ordinary shares of K5hs.2O par value each

lssued and fully pald:
10,579,581 ordin.ry shares of Kshs.20 par value each

211,591,620 211,591,620

211,591,620 211,591,620

The total number of authorized ordinary shares is 10,579,581 (2021-f0,579,581) with a par value of Kshs,2o each.
lssued and fully paid ordinary sharel which have a par value of Kshs.2o, carry one vote per share and a right to
dividend.

2A REVAI.UANON RESERVE

Ar et lst July
slJrplus on revaluation of property, plant and
equlpment
Deferred tax relating to surplus on revaluation of
property and equipment
Transfer of excess depreciation(net of deferred tax)

As at :roth Junc

4,614,s44,226,N 4,6t4,s14225.6

1,611,*4,226.W 461/rJ44,226.0O

29

The revaluation reserve relate5 to the revaluation of freehold land and buildings, factory plant and machinery,
agricultural machlnery and implements and motor vehicles. As indicated in the Statement of chanSes in Equity,

this ls stated after transfer of excess depreciation net of related deferred income tax to retalned eamings.
Revaluation surpluses are not distributable. There was no movement during the year

RETAINED IOSS

The retained loss represents accumulated loss incurred as a result of operating and financial challenges that the
Company has grappled over the years when the lndustryfaced turbulence. Note41 provides detalled information
on current €fforts towards a tumaround ofthe sltuation and the future outlook,
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30 Retain eamlng

17,746,674,841.10!.

xxx

xxx

(7,719,520,914.00)

l2t,L53,927 .781

(7,746,674,841.781

|'s49,2&,574.491

(8,295,9s5,4L6.27l.

xxx

(&295,955,416.27)
(2,651,582.31)

(8,298,505,998.58)

(694,894,755.69)

(8,993,501,754.27)

(8,993,501,754.27)

176,381,27O.751

(9,059,883,024.43)

AtJune 30, 2020

At July 1, 2020 (As previously stated

Prior year adjustment
At July 1, 2020

Revaluatlon gain

Transfer of excess depreciation on revaluation
Deferred tax on excess depreciation
Tot3l comprehenslve lncome
Dividend paid

At June 30, 2021

Atjuly 1, 2021 (As previously stated

Prior year adiustment
At July 1, 2021 (As restated)

Revaluation Saln

Transfer of excess depreciation on revaluation

Deferred tax on excess depreciation
Totrl comprehensive lncome
Dlvidend paid

At June 30,2022

At June 30, 2022

Revaluatlon galn

Transfer of excess depreciatlon on revaluatlon
Deferred tax on excess depreciation
Total comprehen5lve income

Dlvidend pald

At June 30, 2023
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31 EoRROwl GS

Ealance at beginnlng ofthe year

External borrowinSs during the year

Domestic borrowinSs durinS the year

Balance at end ofthe year

Less: Amounts due with one year
(current portion)

Amounts due after one year (non-
current portion)

2,626,916,877.79
L,O42,274,754.7 4

2,626,916,872
1,019,697,219

18,846,876.26 286,849.9s 22,516,935.59

1,061,061,031.00
2,627,203,722

t,o42,2L4,t55

(286,8s0)

1,051,051,031.00
2,526,976,872

7,U2,274,155

2,626,976,871.79

2,526,976,877.79

The analyses of both external and domestic borrowin are as follows:

External Borrowlng3
Dollar denominated loan from 'A'
Sterling Pound denominated loan from 'B'
Euro denomlnated loan from 'C
Dome Ic Borrowln8s
Kenya Shllling loan from commodities Fund

Kenya Shilling loan from State Department of Crop
Development

Kenya Shllling loan from KCB Eank

Kenya Shilling loan from Diamond Trust Bank

Total balance at end ofyear

2,626,916,87 7.79 2,626,9t6,87 1.79

2,626,976,87 r.79 2,625,976,87 1.79

2,586,916,877.79

40,000,000.00

2,586,916,871.79

40,000,000.00
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The Company received Kshs.40,0O0,00O from State Oepartment of Crop Development in May 2017 as part of
liquidity suppon to pay part of cane arrears then owed to farmers, This has been presented as unsecur€d non-
current loan refundable with no interest.

The BorrowinSs from Commodity Fund are secured by Debenture for Xshs.1,554,487,912 over the Company land
and buildings I.R. No.1611/4, 1672/4 and 11840 located at Muhoroni Sub County ranking pari passu with KCB

Bank Kenya Limited.

During the year, the Company received indirect funding from the Government of Kenya totaling Kshs 135,043,862
(2022-Kshs. 182,077,9711. This grant disbursed directly to suppliers for spares delivered and services rendered to
facilitate the out of crop maintenance of 2022. The Kshs, 135,043,862 disbursed by Agriculture and Food
Authority (AFA) during the year under review was part of the total of Kshs. 220,000,000 allocated to Chemelil
SuSar Company for factory maintenance. The maintenance exercise proceeded to end of August 2022. Though
othe suppliers had not been paid due to delay ln supplies

The Company is ln default on principal loan repayments of its loan facilities. Although both the Commodities Fund
and the State department of Crop development have prevlously written to the Company demanding settlement of
the loans due to them from the Company, these demands have been neutralized by the ongoing government of
Kenya's initiatives towa.ds privatization of the Company alongside other public sugar mills which includes wrlte off
the Company's long-term debts.

12 DEFERRED TAX LIABILITY

Deferred tax is calculated on all temporary differences under the liability method using the enaded tar rate,
currently 30%. The net deferred tax liability at year end is attributable to the following items:

NOTES TO THE FINANCIAI STATEM ENTS (Contlnued)

31 BORROWINGS

Accelerated capital allowances
Unrealised exchange gains/(losses)

Revaluation surplus
Biological assets
Tax losses carrled forward
Provisions for liabilities and charges

Net deferred tax liability

xxx
xxx
xxx

(Do()
(xxx)

xxx
xxx
xxx

(xxx)
(xxx)

)cfl xxx
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NOTES TO THE Flt{ANClAt STATEMENTS (Continued}
CZ DEFERREO TAX UABIIITY (Countinu€dl

The movement on the deferred tax account was as follows:

The movement on the deferred tax account is as

follows:

Balance at betlnnlnS of the year

Credit to revaluation reserve

Deferred blological assets

Under provlslon ln prior year
lncome statement charge/(credit)

Balancc at end ofthe year

33 DEFERRED II{COME

)00(

xxx

00o()

xxx

no(
(no()

$cx
xxx

xxx

Prepaid sugar sales

Prepaid molasses sales

34 TRADE AND OTHER PAYASUS

Trade payables - cane
Trade payables - creditors
Accrued expenses - payroll
Accrued expenses - staff
Other payables

VAT payable
PAYE payable

WHT payable
Accrued tax penalties & interest

SDL payable

ML payable

51,845,110.58

3,125,681.51

70a,o21,977.17

2,9t7 ,867.8L

54,977,792.29 110,939,784.98

358,265,754.70
243,272,664.41

r,266,454,27 6.77
5,2t9,557.22

129,7@,412.54
2,042,s95B0s.64

1,084,591,035.60
853,591,884.05

r1,016,105.97
\,373,777,324.46

474,709,a67.13

1,883,069.80
3,739,069,288.01

492,397,251.72
320,4s1,173.91

1,215,/l81,387.81
s,164,935.58

136,089,651.08
2,169,578/401.10

1,000,458,324.02
844,563,249.83

70,827,022.97
7,313,777,324.46

474,109,867.13

1,621,321.90
3,645,467,1r0.31
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5,781,665,193.65 5,815,045 511.41

iIOTES TO IHE FINANCIAI STATEMENTS (Contlnuedl
35 RETIREMENT BENEFIT OBTIGANONS

The Company operates a defined contribcory scheme for all managerial employees engaged on permanent
terms. Managerial employees engaged on contract terms are entitled to gratuity payment. Unionisable
employees are entitled to retirement benefits based on years of service. The liability at the end of the ye was as

follows:

At lst July 2022

Provision for the year

Paid during the year

At 3oth June 2023

At lst July 2021

Provision for the year

Pald durlng the year

At 3oth ,une 2022

35,521,241.88

21,882,393.05

(4,728,s2s.8s)

52,675,109,O8

210,62+319.00

32,016,764.76

137,926,5t4.L6l,

204,714,/159.00

tgt,629,243.27

42,337,267.77

(23,037,506.25)

2&,145,s61
s3199,157

(42,555,l/to)

257 .!r89,518

206,742,4@
65,m8,880

14513,217.05

22,67t,611.90

(1,663,s87.07)

3s,521,241.88 210,624319.00

(24,701,093)

246A10,247

35

The company also contributes to the statutory Natlonal Social Security Fund (NSSF). This is a defined contrilution
scheme registered under the National Social Security Act. The company's obligation under the scheme is limfted to
specific contributions legislated from time to time and is currently at Kshs2oo per employee per month.
PROVISIONS FOR LEAVE PAY

Balance at begirning ofthe year

Additional/(Reduction of) provislon at end of year

Leave paid out or utilised during the year

Balance at end ofthe year 33,907,742.78 35,563,528.34

35,563,528.34

4,26t.40

(1,660,646.96)

20,729,010.51

15,882,310.93

(1,047,793.10)

Provlsion for annual leave pay is based on services rendered by full-time employees up to the end ofthe year.

37



Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2023

17 DIVIDENDS PAYAELE

The balance of dividends payable relates to unclaimed dividends of 2001/2002 financial year, payable to ordinary

shareholders. The balance as at 3Os rune 2023 was Kshs. 9,699,787 (2022: Kshs. 9,699,787).

38 NOTESTOTHE STATEMENT OF CASH FTOWS

(al Reconclliation of operatlnS proflt/(losrl to
c.sh generated from/(ured ln) oper.tlons

Operating profiv(loss)
Depreclation
Nucleus Estate cane

falr value (taln)/loss on valuation of blological
assets

(6ain)/oss on disposal of fixed asset

Grant lncome
Eamed interest income
Accrued interest expense

lnterest and penaltl€s on tax and pension arrears

Retirement benefit expenses

Staff leave provision

Bad and doubtfuldebt
Reduction ln obsolescence provislon

other accrued expenses and provisions

Operating profit/(loss) before wo*ing capital
changes

(lncrease)/decrease in inventories
(lncrease)/decrease in trade and other receivables

lncrease/(decrease) in trade and other payables

Cash Senerated from/(used ln| operatlons

(bl Analysb of changes ln loans

Balance at beginning of the year

Receipts during the year

Repayments during the year

Repayments of previous yea/s accrued interest

Foreign exchange (8ains)/losses

Accrued interest

(76,381,270)

143,005,302

105,433,616

162,6s7,1221

6,971,031
(13s,(x3,862)

(226,531)

18,845,875

18,846,876

53,899,157
4,267

(2,725,609)

5,718,590

76,692,276

(39,398,601)

9,381,337

127,448,4651

t9,226,447

3,569,131,027

(694,894,755)

158,7 ,O70
34,428,420

(106,870,0551

3,063,294
(182,017,971)

(360,974)

22,515,935

174,888,966

65,008,880
15,882,311

4,t37,O12

127,226,6371

(526,554,100)

(7,173,565)

8\746,62L
598,767,998

146,726,953

3,646,614,091
286849.95

0

0
0

0

u6,876
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Balance at cnd ofthe year

(cl Analysls of cash and cash equhrilents

Short term deposits
Cash at bank

Cash in hand

Balance at Gnd ofthe year

(0 Aralysls of Government trant lccelved

Total grant lncome durlnS the year

Paid diredly to farmers
Pald directly to suppliers

Grant received

,6A7,977,W

49,7L3,524

s00,000

50,213,524

135,043,862

(135,043,852)

3,569,4n,475

40,944,221

737,@7

41,681,834

t82,Ot7,97!
-138900000

43117971.15

22,s16,936
1,019,697,219

{7,U2,2t4,7551

22,576,9!6

9,699,747
0

(9,699,787)

18,845,876

1,O42,214,755
(1,051,061,031)

18,846,876

9,699,787
o

(9,699,787)

(dl Anatysls of lnterest pald

Interest on loans (note 14)

lnterest on bank overdraft (note 14,

Balance at beginninS ofthe year

Balance at end ofthe year (note 35(b))

(el Analysls of dMdend paid

Balance at beginning ofthe year

Paid during the year
Balance at end of the year

lnterest paid

Dividend pald
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NoTES TO THE FINANCIAL STATEMEI{TS (Contlnuedl
39 REIATED PARTY DISCLOSURES

(a) Govemment of Kenya
The Government of Kenya ls the principal shareholder of the Company, holding 100% of the company's

equity Interest,

other related partles include:

i) The Parent Ministry;
li) County Government of Kisumu
lii) Key management;
lv) Board of directors;

Transactlons wfth ralated e3

l) Grants from the Govemment

Grants from National Govt

Grants from County Govemment
Oonations in kind

135,043,862 142,077,977

Total

li) fey manalement compensatlon

Directord emoluments

Compensation to the CEO

Compensation to key management

Total

135,043,852 7A2,OL7,97L

1,430,919

4,723,263

3,560,232

4,721,263

3,560,232

40

9,174,474 8,283,495

CAP]TAL COMMITMENTS

Capltal commltments at the year. end for which no provislon has been made in these financlal statements are:

Amounts authorised and contracted for
Amounts authorized but not contracted for

Less: Amounts included in Work in progress 18,154,510

xxx
xxx

xxx
xxx

40

18,154,510

19,258,610



Chemelil Sugar Company [imlted

Annual Reports and Financial Statements
For the year ended June 30, 2023

19,268,510

4I CONTINGENTIIABII.ITIES

The Company is a defendant in various litigations and claims which arose in the ordinary course of business and

whose amounts are shown below:

Bank Suarantee5

Legal claims against the Company
Letters of credit
Disputed tax penalties

547,064,614 243,732,178

A provision of 1096 (2023: 1o%I of pending legal clalms amount less previous2o22 provision has been made in the
books as the directors believe, based on information currently available that the ultimate resolution of th€se legal

proceedings ls not likely to have an effect in the operations of the Company that is materially at variance with the
amount.

GOING CONCERN42

The Company's curent liabilities exceeded its current assets by 5,547 miuion as at 3os June 2023 (2022: Kshs

5,664 million). The company incurred a loss of Kshs. 76 million during the year (2022: Kshs 594 million) brinSing

the cumulative loss to Kshs 9,069 million by 3oh June 2023. The bulk of current and non-current liabllities are

owed to Kenya Revenue Authority and Commodities Fund respectively, The Company has defaulted in rep8yment

of loans and has not been consistent in remittance of taxes due to cash flow constralnts arising from under

capacity operations because of sugarcane shortage and factory inefficiency following 8 years of operation wlthout
any major maintenance.

fu stated in note 31, pr€vious settlement demands by Commodities Fund has been written off by the government

of Kenya's i towards leasing of the Company alongside other public sugar mllls. Leasing ls expeded to result into
in ection of investment funds into the factory to enhance efficiency of operations. The process involves debt write
offs and waiver of tax p€nalties and interest on outstanding taxes to restructure and make the balance sheets

attractive to prospective investors.

Meanwhile, sugarcane development and husbandry has greatly improved following government intervention in
defraying accumulated farmers arrears. As a result, cane supply to the factory has improved and the Company

annual loss has been on a general decline over the years since 2017. Consequently, even though the loss for the
year was slightly higher than the previous year, a better performance is forecast for the following year. The

prospects have been enhanced by the major factory maintenance undertaken at the end of the financial year

under review.

Above interventions and projected prospects affirm the Company's ability to continue in operations as a Soin8
concern, realizing assets and discharging liabilities in the normal course of its business.

43 FINANCIAL RISK MANAGEMENT

The Company's activities expose it to a variety of financial risks including credit and liquidity risks and effucts of
changes in foreign currency. The companys overall risk management programme focuses on unpredictability of
ctanges in the business environment and seeks to minlmlze the potential adverse effect of such risks on its
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43

performance by setting acceptable levels of risk. The company does not hedge any risks and has in piace policies to
ensure that credit is only extended to customers with an established credat history.

The Company's financial risk mana8ement objectives and policies are detailed below

(ll credit rlsk

The Company has exposure to credit risk, which i5 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, takinS into account its financial position, past

experience and gther factors. lndividual 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.

The carrying amount of financial assets recorded in the financial statements representing the company's
maximum exposure to credit risk without taking account of the value of any collateral obtained is made

up as follows:

The customers under the fully performing category are paying their debts as they continue trading. The credit

risk associated with these receivables is minimal and the allowance for uncollectible amounts that the
company has recognised in the financial statements is considered adequate to cover any potentially
irrecoverable amounts-

FINANCIAL RISK MANAGEMENT

The Company has significant concentration of credit risk on amounts due from farmers in relation to amounts
advanced for cane development. Much of this has been provided fo..

The board of directors sets the company's credit policies and objectives and lays down parameters within
which the various aspects of credit risk management are operated.

iil Liquidity rirk manatement

Ultimate responsibility for liquidity risk management rests with the Company's directors, who have built an

appropriate liquidity risk management framework for the management of the company's short, medium and

446,571,025

65,103,554

0

446,571,025

65,103,561

0

471,991,904

280, r50,253

19,713,524

25,417,879

211,746,690

49,713,524

5't1,977,58!t01,t55,682 ag,E78,lt93 5t1,9n,58r

146,'/4,025

6s,()3,564

0

474,2r8,129

286,538,667

4t,u4,21

2t,w1M
221,135,103

10,%4,U

4,{6,574,025

65,103,564

0

289.n3.4!1 511,977,589 511,977,589t01,70r,023

A 30 Juno 2023

ReceitsUes fom exchange transaclions

RsceiEues tom ion exchange lrarEactiq6

Bank Mances

Tohl
At 3l) Juna 21122

ReceiEues from oxchange transacliqE

Recei\aues iom nm erchaqo transactjms

Ba* bakEes
Tobl
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long-term funding and liquidity management requirements. The Company manages liquidity risk through

continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financlal liabllities by

their remaining contractual maturities at the reporting date, The amounts disclosed in the table are the

contractual undiscounted cash flows. Balances due wlthin 12 months equal thelr carrying balances, as the

impact of discounting is not significant.

64 t ,478,4'r 9
1,271,693,834
2.,t25,291 ,964

139,123,439
0

I,U7,tn/,$l
*.c,/1,792

257.368.141

30.000,0@
41,425,113
71,165,524

(40,337,345)

62,,(D,000
23.850.0@

61 1 .,17E, il19

1.199.703.243
2.334,502.836

219,79E,129

1,U7,&,57
(3:1.,128,208)

230,588,141

At 3) Jun. 2023
T.ado pay$los
Employ€or' dues
Tax AnEaG
oth6r Psyables
Cuflont portioi o{ bono.rlngs
Pro.lslons
O6ffi lnco.no
Emoloroe beo€llt oblbation

30.475,148
19.022,603

(40,337,345)

26,000,000
2.950,000

5.910.,117.028 6,137.@2.05638.110.,l(}6 169.t04.623Tot l

812,U2,126
1 ,220,646,32,1
2,331 ,6t9.786

14s,7t9,438
2t6,850

I ,349,3i10,853
110,939,785
246.4{.247

30,000,000
41,425,443
7't,766,524

(43.466,35s)

62,,O0,000
23.850.000

782,U2,126
1.148,745,73]
2,2,,(}.900,658

23272,147.2

r 349340853
22s39784.98
2196502/t5.7

30,475,147.EO

19,022,603
434663tt.78

286849.95
o

26000000
295m0

At 30 Jun. 2022
Trado paysblos

Emdoye6' dues
Tax Aroars
ott|€ Paydos
Cumol po.tion oa bo.rr vings
PlE ',{sk'ns
D€&rI3d i.!oo.no
Emglo/o€ b6r€tt obllcatioar

599dr,ll6.tg 6,217.905.7063526t245.e3 t85,915,Cl3Totel

43 FINANCIAT RISK MANAGEMENT

(lii) 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

ongolng basis, evaluate and test the design and effediveness 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 rlsk exposures wlthin acceptable

parameters, while optimising the r€turn. Overall responsibillty for managing market risk rests with the Audit
and Risk Management Committee

The company's Finance Department is responsible for the development of detailed risk management po0cies

(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 entivs exposure to market risks or the manner in whlch it manages and

measures the risk.
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a) Forelgn currency rlsk

The Company has transactional currency exposures. Such exposure arises through purchases of goods and

services that are done in currencies other than the local currency. lnvoices denominated ln foreiSn currencies

are paid after 30 days from the date of the lnvolce and converslon at the time of payment i5 done usln8 the
prevailing exchange rate.

The carrying amount of the company's foreign currency denominated monetary assets and monetary

liabilities at the end ofthe reporting perlod are as follows:

At 30 June 2023
Flnanclal assets

lnvestments

Cash

Debtors

Flnanclal llabilitles

Trade and other payables

Borrowings

Net forelgn currency assev(llability)

The Company manages foreign exchange risk form future commercial transactions and recognised assets

and liabilitles by proiecting for expected sales proceeds and matching the tame with expected payments.

43 FINANCIAL RISK MANAGEMENT (Contlnuedl

b) lnterest ratc rlsk

lnterest rate risk is the risk that the Company's financial condition may be adversely affected as a result of changes ln

interest rate levels. fhe company's interest rate risk arises from bank deposits. This exposes the company to cash flow
interest rate risk. The lnterest rate risk exposure arises mainly from lnterest rate movements on the company's deposits.

Monogement ol interest rote risk
To manage the interest rate risk management has endeavoured to bank with lnstitutions that offer favourable interest

rates.

lv) capltal Risk Management

The objective of the Company's capital risk management is to safeguard its ability to continue as a going concern. The

Company capltalstructure comprises of the followlnB funds:
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4,6t4,544,225
(9,059,883,024)

21,,s91,620

4,674,544,226
(8,993,501,754)

211,591,620

14,243,747,1781 (4,157,36s,908)

1,669,4fi,476
(41,681,834)

3,647,977,903

l5O,2t3,s24l
3,617,764.374 3,627,726,U2

472'6

Re\raluation reserve

Retained earnings
Capital reserve

Total fund5

Total borrowlngs
Less: cash and bank balances

Nct debt/{cxcess cash and cash equlval.nts,
Gcrrlng ffix

45

44 lNCOPORANON

The entity ls incorporated in (enya under the Kenyan Companies Act and is domiciled in Kenya

45 EVENTS AFTER THE REPORTING PERIOD

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

CURRENCY

The financial statements are presented in Kenya Shillings (Kshs).
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR'S RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were provided to
the auditor. We have nominated focal persons to resolve the various issues as shown below with the associated time frame

within v,/hich we expect the issues to be resolved.
PROGRESS ON FOLI.OW UP OT AUDITOR'S RECOMMENDATIONS

The following is the summary of issues raised by the Office of Auditor General (OAG) for the Financial Yeat 2021/2022, ard
management comments that were provided to the auditor. The issues that management have resolved and the ones that
are likely to reoccur have been shown with the timeframe which we expect the issues to be resolved where applicable

Resolved
L.ck otTdalBalan.e
The company did not present a trial balance for audit
for the year under review. lt is therefore not clear, and
Management did not explain how and where the
financial statements presented for audit were extracted

The workbook carrylng the excel ve6lon of
the Company'r annual .ccounts packege

alwavs contained the underlylnS Trial Bal.nce,
Both the ln drafts annual accountl package

submltted for audit and the finaldraft annuel
accounts padoge submltted lo lhe auditors
afterfleld work had the releyant Trlal Ealance.

1.0

Resolvedln the year 2022 the company lold
U,223,930 l.g od of whlch 16244,400 were

under commodity l.e pack of 50kg thls
accountlng to 9496 of total sales. The 6%
(987,350 rc) were sold rs branded both. The
priclng for the two are diffe.ent. The

commodity sugar ls lesset than the bl-anded

sugar for example the priclng dgne on 186
may 2022 commodity t6ded at kM,482 less

vat whlch t.anslate to ksh 89.64 per k8 whlle
branded was tGdint at ksh 99.13 per kg. Ihe
assumptlon that all 5ug.r 19 sold at branded
price 1.e., sold per kg ls lnaccurate. Thur the
varlatlon wai ar a rEiult of deferential ln
priclng ofcommodity and bGnded sugat

2.0 Understated Revanue t,om Sale of Sstar:
The statement of comprehensive income reflects
revenue balance of Kshs.1,472,817,728 which, as

disclosed in Note 6 to the financlal statements, includes
net sales of 5u8ar net of Value Added Tax (VAT) amount
of Kshs.1,431,758,203. Review of records revealed that
the Company sold 17,223,930 kilograms of sugar during
the year, which translates to a sales price per kilogram
before VAT of Kshs.83.13. However, lt was noted that
durint the year under review, the sugar prices net of
VAT averaged Kshs.98.06 per kilotram which erceeds
Kshs.83.13 by Kshs.14,93. Therefore, the amount of
Kshs.1,431,768,203 is understated by an unexplained
amount of Kshs.257,153,275.

lo the circumstancer, the accuracy of the net salet of
iuger amount of Kshs.1,431,768,203 could not be

confirmed.
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3.O Unsupported Coit ol Sales Amount
The statement of comprehensive income rellects cost

of sales amount of Kshs.1,958,695,060 which, as

disclosed in Note 7 to the financial statements. includes
an amount of Kshs.1.065,0OO,234, bein8 the cost of
cane milled from the out growers and an amount of
Kshs.59,096,467 from the nucleus f.rm. However, the
followint audit issues were noted:

The total volume of cane delivered from out
growers to the factory was 245,624.1 tonnes, out
of which, 245,785 tonnes were milled, resultinB to
a loss of cane amountang to 839.1 tonnes that
could not be accounted for- ln addition, records
indicated that cane weighing 30,229.4 tonnes was
delivered from the nucleus farm to the Company
during the year and cane with a weight of 30,218

tonnes was milled, which implies a loss of 11.4

tonnes from the nucleus farm. No explanation was
provided for the variance in the tonna8e of cane
delivered and cane milled.

Mana8ement indicated that for every twelve
(121 tonnes of cane delivered, the company
produces one (1) tonne of sutar. The indurtry
Standard accordint to the Sutar Directorate of the
Agriculture and tood Authority (AFA), is one milled
tonne of sugar for ten (10) lonnes of cane.
However, during the year, the company received
276,a5).14 tonnes of cane and produced

17,155.54 tonner oI sugar and 11,905.95 tonnes
of molasses, implyin8 that it u5ad more than
sixteen (16) tonnes of.ane for one (1) tonne of
milled sugar. Based on the company's assertion on

the number of tonhes of sugar produced from the
cane, the company should have produced 23,071.1
tonnes of Jugar from the aane received. The

variance oI 5,915.16 tonnes between the amount
of sugar produced and what wa5 expected was not
explained.

Sugar cane weithint 246.624.10 tonnes was

delivered to the company from the out Srowers
during the year. The total cort incurred on the
cane amounted to Kshs.1.065,0o0,234. However,
Management did not provide details of the cost
per kilotram paid to the out growers. fu a result, it
was not possible to confirm the accu.ac.y ot the
expenditure incurred in the acquisition of cane

from the out growers.

.

I .

The total cane milled (and also received) from out-growers
war equal to total aane received of 276,009.76 minus total
cane received from nucleus of 30,229.04 tons Sivih8
245,780.72 tons, but not 246.624.1 tons which erroneously
included the opening stock of 850 tons as per 30'h rune, 2022

daily report attached. Note that there was nll closing stock
(denoted as'balance at 6.00 am'in the same repo.t).
All cane received for the year was milled since the closinS stock
as noted above was nil. Therefore, it was inaccurate that only
30,218 tons was milled tiving a loss of 11.4 tons.

The low recovery rate was as a result of delay in carrying out
annual plant maintenance (delayed from year 2015), and duc to
a breakdown of mill l4 which meant factory ran with 3 mills
atainst the designed 4. This reduced mill extraction from ta,8et
89% to 78.78% which directly reduced the recoverable sugar

The changes ln cane pdcer are determined at varlous perlods in
the .ou6e of the tinanclal year by the Su&r Priclnt commltEe
(Make-up of the Commtttee) and the market forces le demand
and supply 5lnce the mlllers are glven the optlon of paylq abot/e

the prlce iet by the commlttee but not below the prlce set. The
averege cost of cane aeceived trom outBrowet tarm5 is arri+d
by computlng total cine recelved by the grosr price of cane per

tonne

Resolved

Likely to
reoccur
as the
Compan
y is yet
to carry
out an

exteniiv
e annual
mainten
ance

because

of lack of
enouSh

funds for
in

Vestmen
ts
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ln the circumstances, the accuracy of the cott of sales

amount of Kshs.1,958,695,060 could not be confirmed.
The average prlce of cane from oulsrowe6 pet tonne ln the ty
2OZll2O22 was kshs 4,318,computed .5 total coit of c.ne of
(5hs 1,065,000,234 against total cane received of 246,624.10
flom out SrowGa fa,m5.

ResolvedDurinS the financlal year under review the
govemment defEyed pan of arears owed to
farmeG throuSh direct payments to the
farmers of amounts totallnt
Kshs.138,900,000. ln additlon, the
govemment made diaect paytnents to
Compan/s suppliers amountin8 to
Xshs.43,117,971 for toods and tervlces
supplied ln relatlon to the 2022 tactory
malntenance exerclse. These amounts
totaling x5hs.182,017,971 were recorded as

trant lncome during the financlal y€ar and
applied to reduce the Comp.ny's liabilities
towards farmcB and supplieB respectfuely.

Schedule5 supponlnt these amountr that
were directly pald tg their accounts by the
Govemment have been p.gvlded to audito6
for aeview.

4.0 Grants from the Natlonal Government):
The statement of comprehensive income reflects trants
from National Government amount of
Kshs.182,017,971 which was to be used in settling
farmers whose payments were in arrears. However, the
criteria and basis for identification of the Iarmers with
arrears and suppliers invited to submit quotations could
not be establirhed. Further, liabilities defrayed by the
company aould not be identitled in the financial records
and the ManaSement did not provided explanations on
the same.

Further. records from the Sugar Directorate provided

for audit reflected a totalof Kshs.181,S13,529 as having
been released to pay farmers and Suppliers, re5ultin8 io
an unexplained variance of Kshs.495,658.

ln the circumstances, the accuracy and use of the Srant
of |Ghs.182,017,971 could not be confirmed.

lnaccuracies ln the financlal Statements:

Resolved

s.0

5.1 Unexplained Varlanaes in Statement ot
comprehenslve lncome
The statement of comprehensive income, and as

disclosed in the supporting notes to the financial
statements, reflects balances which differ with
corresponding balances shown in the supporting ledger,
resultin8 to unexplained or unreconciled variances as

tabulated below:

s9,m6,467

963 72 9 727

Kshs ((shs K5hs.)Item

33,599
s9,052,86
a

Financial

Statement
Amount

LedSer

Amount

cost of
sales:

Mill€d:

The variance in cost of milled cane

from nucleus of ks. 33,599 is a! a

result of adjustment done after the
submission of 1'r draft via journal no
44408,44561,.A592and 44530 of
ksh.17 112,4,O84.8,s,7 22.4a^d
6,679.2 respectively
All the variances are as a result of
adjustment done after the first draft
via various joumal and all the

iournal and supportinB documents
are provided Ior review.

Resolved

30 Nov
2022
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Ov.rh!.d3 7
Rcp.l6 and
Malntananca

228,939,385
224,190,6
22

1,18a,7U

Otllcr F.ctory
O/.rhlad3 128,911,323)

2
17a,976,1

5,4,8m

Grantt hom
N.tlon l

Recurant
Grants
Recell,.d

L82,O17,971
181,586,6
12

431,329

a
M.dic.l
Sarvkas

7,966,406 8,510,384 15,13,9781

3t ff Trilnlnf
375,121 740,917 (36s.190)

linl ch..8cs
and
Comml5slons

1,965,712 1,943,419 22,323

Rapal6 .nd
Malntenanc.

6,/180,364 5,584.023 (103,6s91

St.donary
ftintinS .nd 6,15s,052 5,191,343 (36,291)

Travalllng and
Sub3lst$ca

4,m9,650 4,m5,730 3,920

8.d and
Doobttul
O.bB

4,137,012 ir,292,155 (15S,153)

Otha.
Admlnlstratlv (5,781,9041 1s,781,9041

Marl.tlnS

Ptuduct
H-dlln8 .nd
Oltdbutlon
Coata

d851,640 5,052,972 (211,3321

5.2

Further, Notes 7 and 13 to the flnanclal rtatements
aeflect manufaduring and adminlstratlve staft costs of
Kshs.297,865,976 and khs.216,158,486, whlle the
supponint ledters show corraspondlng balanc.s of
Kshs.297,021,530 and X5hs.215,7O4,915 respcctively,
resultlnt to a comblned varlance of K5hs,1,298,017. ln
addltlon, Note 13(b) to th€ financialstatements reflects
staff costs amouot of khs.548,859,235 agalnst
departments' staff cost totalllng to rchs.632,410,159,
resultlng an unrcconclled variance of Kshs.16,459,075
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Finandal
5t.ta6ant l".dg.r

Trade and
Oth.r
Racatrabla!

Ocposlt3
and
Prapaynen
t5

20,983,970 19,410,651 1,573,'

St ff
Rec!iv.blat

24213,631 23,/t59,5s9 754,072

blcsi

Trade .nd
Oth.r

Trade
Payabla5 -
Cana

192,t91,252 478,939,761 13,45

Tode
P.y.bl.s
C..ditoB

320,451,171 314,317,650

Aacruad
Explntli - 1,21S,481,388 L,211.524,797 (25.04 7

Accruad
Erp!n,!.
Stff

5,15,1.937 s,505,983

138,529,988 l2,a4o,
d'er

136,089,651

blcP
1,(m,468,r24 1,mL755,536 $,247,2

P ble
WHT

10,827,023 33,370,250 (22,S,r3,

621,322 146

5.3

Uncxdaln d va,Lnc.t ln Strtlmcnt of Fln.nd.l
P03hlon

The stit.mant of ffnencial positlon, .nd as disclosed in
Notes 23(.) and 34 to the ,inancial statementt, reflects
balancei whlch dlffer wlth corresponding balances

shown ln the rupporting ledger, resulting to
unexplalned or unreconclled varlances as tabulated
b€low

ln.Gcur.cy ln St t mcnt of Comperl$n ol Budt.t lnd
Acturl Anounts

The st.tement of compatiion of budtet and actual
amounts rcflects budtet amount of xshs.3,386,021,000,
while recastlnS revealed an amount of
&hs.3,921.056,152, reiultlng to an unexplalned
v.riance of Xrhs.535,035,152.
ln the circumstances, the accuracl and completeness of
the fin.nclal iatements could not ba confirmcd.

tI

ETET
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6.0 Non-aevaluation of Fully Depreclated Arsets:
The rtatement of financial position refleds property,
plant and equipment balance (net book value) of
Kshs.5,056,793,211. Review of the llxed asset register
revealed airets with historical costs totallin8 to
Kshs.78,859,791 which had been fully depre.iated.
However, it was noted that the assets were still in use
and ouSht to have been subjected to a revaluation in
linewith IAS 16.31.

ln the ciacumstances, the accuracy of property, plant
and equipment balance of Xshs.5,056,793,211 could not
be confirmed

The Company cardes out revaluatlon of
property plant and cqulpment ev€ry 5 yea6
ln llne with IAS 16. The last .erraluatlon was
undertaken ln 2018, Another reyaluatlon wlll
be undertaken ln 2023. The concem5 ralsed
wlll be addrcsred whlle adoptlng the new
revalued amounts ln 202212023 financlal

year.

The Company has slgned the contract with
Tysons Ltd to @rry out the rwaluatlon of the
Company Assets ttat wlll .dd.ess the
concetn5

Pending

7.O

ln the circumstances, the accuracy of the nil intanSible
assets amount could not be confirmed.

Undisclosed lntantlble Assetr:
The statement of cash flows aeflects nil balance in
respect of purchase of intangible assets. However,
information provided for audit revealed that
Kshs.5,621,650 was paid to two firms for maintenance
of the Sun-System and Payroll System respectively. The
Sun-System (Finan.ial Module), A Plus lntegrated
system (Payroll) and WeiShbridge Systeft were being
used by the Company in the running of its operations.
However, the expenditure was not expensed in the
financial statements. Further, the software's acquisition
or contract documents were not provided for audit.

Software malntlnanc! cost ls an gpeaatlnt

expendlture hem whlch forms pa.t of
operdtlnt clsh flows. lt ls not part of
softwa.e rcquisltlon cost that would appear
as lnvestment cash ffows. fhe software
support a8reements fo. the Sun sy'tem and
Payroll system have been avalled to tic
audlto.s.

We acknowledge that pangr.ph 11B of IAS 38
requlrei an entity to dlrclose spectfied
lnformatlon for each clals of lntan8lble assets
recoSnlzed by the entlty. Howevcr, the
pu.char€/de\r€lopment and lnstallatlon costs
of the Sun-system software lmplement.d ln
1999, th€ WeEhbddge Syrtem software
lnstalled ln 2000 ond the A Plus lnte8rated
synems (Payroll) rcftware lmplemented ln
2014 were expensed on acqulsltlon.
Paragraphs 71 and 76 of IAS 38 p.ohlbtts
recognhlon of prevlourly erpensed costs et
part ofthe cort of an lntanSlble.sset.

Resolved

30th
October
2021
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Resolved
The tchs. 299,089,890 field and factory 5to.es
ledger balance ln the dr.ft accounts had
included GRNi for gggdr recelved ln
202212023 wo.th xsh. UB91.660 whlch have
slnce been transferred to the cor.ed perlod.

Another adjustment of (sh. 4,312,080 has

been made to reverse an entry that had been
p.rred twlqe ln the ledSer by mlstake. Ihe
closlng balance of the Ueld and ,actory stores
ledger ls therefore KJh 291,410,910. Gpies of
thelournals and the ledger are attached.
The mlgclasslfications that affected rtore
ledter 138 and 148 have been reconclled and
reclasslf, ed approprlately.

8.0

ln the circumstances, the accuracy oI inventories
balance of Kshs.248,346,056 disclosed in the statement
offinancial position could not be confirmed

lnaccuracles In the lnventoales

The statement of financial position reflects inventories
balance of Kshs.248,346,056 which, as disclosed in Note
22 to the finanaial statements, comprises grosr amount
of Kshs.309,955,052, less impairment amount of
Kshs.61,636,216. However, the (shs.309,955,052

includes field and factory stores balance of
Xshs.291,410,910, while the supporting ledSer shows a

corresponding balance of Khs.303,207,817, resulting to
an unexplained variance of Xrhs.11,795,907. Funher,
review of manual stock sheets for field and factory
stores on 28 June,2022 against recorded amounts
revealed a total net variance of khs.s,182,377 in
respect of ledters 138 and 148, which was not
reconciled or erplained. ln addition,stock taking reports
for the factory stores in support of the balance of
Kshs.291,410.910 were not provided for .udit.

The statement of linancial position reflects trade and
other receivables balance of Kshs.249,545,905 which, as

disclosed in Note 23(a) to the financial statements,
comprises gross amount of Ksh5.761,523,494, less
provlsion tor impairment amount of Kshs.511,977,589.

However, the lollowing audit issues were noted:

Tr.de .nd olher Recelv.bler

Likely to
reoccur unless

there is

approval for
the debt5 to be
written off

LonS Outst.ndlng Recelvablei
The tross amount of Kshs.761,523,494 includes
receivables amounting to Kshs.672,635,676 (or 88%)

which were more than 120 days old, castin8 doubt on
the effectiveness of debt management in the Company.
No evidence ln form of demand notes/letters were
provided to indicate measures taken to reaover the
debts due to the Company. Funher, provision for
impairment amount of (shs.s11,977,589 was not
backed by any rate or policy.

The company's rales ar.lartely made on cash

basis with the onh credit iales belng molasses

sales to Atro Oremlcal and Finance Company
whl.h 15 e nel8trbourlng ttate corpor.tion.
Funher, the Compaoy no lgryer p.ovldes
cane development loans to farme.s. The

debtoE balances clted are hlsto.ical balances

whlch arose more lhan 5 yea.s backwhen the
C.ompany had credit sale amngements and
wat glvlnS cane development loans to
farmers. The provlslonr made ln the books
are speciflc proviiions agalnst balances that
have oot mov€d for more than 5 years and
there ir no lndlcatlon that recovery ls llkely.
Most of the debtoG are brou forward

9.0

9.1
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hlsto.lcal balanses that date back to over 8
years. The Crmpany had cngaged I debt
collector to pursue the debS but the matter
could not proceed because of limlted
supporting documents. Provlslons have been
made sgalnst the old debts

ManaSement has tlnce developed s draft
Credit Management pollct doqrment to gulde
on enSaSement wlth drstomers, monhorlng
and collectlon of debts as $ell ai p.gvtionln8
and w.ite off doubtful and bad debts, This
yrlll be put lnto ,ull use upon approval by the
Board of Dlrecto.s.

9.2

Unsupport€d Outstandlnt lmpre*3 Balance
The gross amount of Kshs.761,523,494 also includes
staff receivables balance of Kshs.24,213,631 which
funher includes outstanding imprests amount of
Kihs.2,495,523 whose supporting documents were not
provided for audit, and whose recoverability could
therefore not be ascertained.

ln the circumstances, the accuracy and aompleteness of
the trade and other receivables balance ot
Kshs.249,545,905 could not be confi.med

fhB na' the total of lrnprest tmounts due
trom yarious 3taff a5 lt 30 lunc 2022. lt ls the
Compan/r practice to transfe. all oyerdue
lmprest Dendln8 at the dose of the financlal
year to the .espectlve employeey p€Eonal
accounts and recover through payroll lf not
cleared lmmedlately. However, the cashler
had not posted the recoverles and the
amount appeared as receh.able at year end.
PostlnS wa5 effeded

Resolved

10.o

10.1

The ttatement of tinancial position refleds bank and
cash balances amount of Kshs.41,681,834 as disclosed
in Note 26 to the financial statements. However, review
of records related to the balance revealed the followiog
anomalies:

Vadance Eetween Flnanclal Statements and Bank
Recon.ili.tion

The balance of Kshs.41,681,834 includes balances which
diffe. with the reconciled cash book balances as rhown
below:

Reconclliati

statement
bal k

KCB-Prorect 911{285,939} {286,8S0)

67857 77A 24

Bank and Carh Ealances

Item Variance

1

KC8-

Financial

Statement
bal.(k5hs)

The reconclllatlon statements for sll the bank
accounts mentloned h e b€cn provided to
the auditoG.

The netatlve balance ot Kslls. 285,939 was a
cash book balance but the corresponding
bank statement rhowed a posltlve balance of
Xihs. 63,233.05 ar at 30 rune 2022. The bank

_certificate confi.mlng thls poshlve balance
and the Statement re€onclllng h to the
negative cashbook balance have been availed
to the auditors.

The p.esentatlon of bank balances has been
revlsed ln the final draft linanclal statements

! and the net offhas been avolded.

Resolved

53



Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30,2023

Academ
-Main 083 s72 4 023 532 8,107,104

(19,3s0)Coop-
Health A,/C

12,386 31,735

Coop-
Academy
PTA

2,704,trl (2,104,111

The amount of Kshs.41,394,984 includes bal.nces held
in KcB Bank Kisumu Project Account 2 and xCB Bank

Kisumu Proiect A.count 1of rchs.5,941,590 and
Kshs.286,850 (overdratt) respectively, whose bank

certificates were not provided for audit. Further, the
diiclosure of a negative balance of Kshs.285,850 is

contrary to ParaSraph 32 of lFRS 1, which states that an

entity shall not offset assets and liabilities or lncome
and e an lFRsrmittedunless uired or

Unrupported Bank galances

ResolvedA schedule lndicrtlng the dates each ltem was
eventually cleared ha5 been provided to the
auditors

B:nk Reconclllatlon St.tem.ntr

10.3.1 P.yments ln Cash Eook not ln the Eank
Statemants

The supponinS bank reconciliation statementi as at 30

June, 2022 included unpresented chequei amounting to
Kshs.16,767,224. However, bank rtatements showint
when the unpresented cheques were cleared were not
provided for audlt.

ResolvedThe maln items here were two receipls trom
Agro Chcmlcals and Flnance Companytotallng
Kshs. 4,954,933.80 deporhed on a/c 5622001
but the conerpondlnt recelpts were
lnadvertenth posted to th€ cash book for .
different bank a/c 5621m1. These and oth€r
direct depostts of Kshs. 123,933.90 have slnce

been conectly ,ccelpted. Besldes the revls€d

b.nl rcconclllatlon statement, r tchedule

thowing detalb of above hems and
corrcdlons m.de has been provlded to the
auditori. We awalt bank response on out
.equest fgr detalls of the other ent.les
totaling Xshs,79,200 appearing ln the bank
statement to te

10.3.2 Receipts ln Bank Statementr not ln th. Cath
Book

The bank reconciliation statement5 also reflect receipts
in bank rtatement not yet recorded in the cash book of
K5hs.4,999,667, rome dating back to the year 2019. The

nature of these receipts and reasons for not posting

them in the cash book was not provided for audit.

10.2

10.3
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10.3.3 R...lpts ln Cash Book not ln the Bank
Statements

Funher, the bank reconciliation statements contain
unexplained transactions without details, totalling to
Xshs.4o,748,968 reflected as receipts ln cashbook not in
bank statement and whose details such as source ofthe
receipts and the date cleared in the bank statement
were not provide for audit.

These were company cheques for payments
and interbank transfeF whlch were
eventually cleared or cancelled. For all
cancclled trinsfeD have now been effeded
in June 2022 rnd the reconclliation statement
revised accordlngly, A sciedule showlng
detalls has been protrlded to the auditors.

Resolved

10.3.4 Payrhents ln Banl StatemenB not ln Carh Book

The bank reconciliation statement' reflects payments of
(5hs.2,501,148 in bank statements not in cash book,
relating to outward payments, whose nature was not
disclosed.

[hese were bank charges and payments that
had not been ported tothe cash boot ss at 30
.,une 2022. A schedule lndicating the ltem
desc.iptions and Gventual postlng dates has

been provided to the auditoB.

Resolved
10.4

The bank and cash balances amount of Kshs.41,68:.,834
includes cash in hand balance of Kshs.737,608.
However, examination of cash count report as at 30
.rune, 2022 revealed a balance of Kshs.750,002 as

tabulated below, resultint to an unexplained variance
of Kshs.12,392:

Cash ltem Amount (Kshs)

Cash on Hand 322,720

Unreimbursed
vourchers

paid 597,L42

Cash from Receipts (84,7s0)

Reimbursed and
paid

not (4s,940)

Cash Surplus (39,172)

Total 750,q,0.00

ln the circumstances, the accuracy and completeness of

Carh Count Report

Ihe ledter balance of (5hr. 737,50734 hai
been reconclled wlth the phyiically counted
cash at year end and to the maxlmum
approved carh float as attached documents
for revlew.

Resolved

55



Chemelil Sugar Company Umited

Annual Reports and Financial Statements
For the year ended June 30, 2023

bank and cash balancc of ichs.41,394,984 could not be
confirm.d.
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11.0 Taxatlon Matters
The statement of financial position reflects tax
.ecoverable amount of Ksh5.14,608,376 which,
according documents reviewed, relates to instalment
tax, withholdinS tax on interest income and advance tax
on commercial vehicle! paid. However, no deferred tax
is disclosed in the financial statements despite the fact
that the company had been makint losses for some
years now. Further, the Company did not maintain a

record of its VAT input tares, and only reflects the
output VAT.

ln the circiJmstances, the accuracy and completeners of
the tax recoverable amount of Kshs.14,608,376 could
not be confirmed.

DurinS the year, the p,esumptive and
lndalment tax recoverable amounts were
r.duced by $hs.997,760 and Xihs.3z,ooo
respectively. These amounts heve previously
been held as a payable balance ln sepaEte
ledger accounts. ln the same manner,
recoverable Adrancr ter on Gommerclal
vehlcles slso lncreased by l<shs.454,495. The
detalls aresumma.lzed as attached-

A detalled analysis rhowing the ledger entries
is.ttached.

Relolved

12.0 Borrowlngs
The statement of financial position reflects borrowinSs
balance of (shs.3,659,131,027 under non-current
liabilities, which, as disclosed in Note 31to the financial
statementi. comprires principal amount of
Kshs.2,625,915,872 and interest of Kshs.1,(N2,214,155.
Examinatlon of documents revealed that these were
loans advanced from the Commodities Fund under the
Sutar Development Fund which were long overdue, and
no repayments were made during the year under

The principal amount of Kshs.2,626,916,872 included an
unsecured non-current loan refundable with no interest
of (shs.40,OO0,OOO, received through the Agricultural
Development Corporation and the Commodities Fund in
May, 2017. Review of documents provided for audit
revealed that the Company pledged to pay

Kshs.6,000,000 per month and clear the debt by April,
2019. Although the corporations had sent out demand
letters for repayment of this amount owed, the
Management has not provided any evidence of
servicinS the loan which has contributed to an increase
in the lont-term liabilities.

Further, the Management did not provide loan
atreements for the following outstanding loans totalling

Loan servlclng was effected by the Compan/3
cash flow const,alnts wl ch yras explained
both through meetlngs and ln wdtlng to the
lenders.
Government 15 ln the procesr of wrltlng the
loans off our books rs part qf the process to
commercialize the publlc qwned suga. Mllls

Glven the 6ge of the loant afforts to retrleve
the documeotJ have not been guccessful. We
wlll seek the assistance of the counterpartles

Resolved
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to (shs.900,593,785

Unresolved
Likely to
reoccur
because of
inadequate
funds incase
Elaimed

The dividend was declared ln rel.tion to the
profit aft.r tax for 200U2002, However, the
same ha' nelther been pald nor clalmed.

13.0 Unsupported Dividends Payable

The statement of financial position reflects dividend
payable balance of Kshs.9,699,787 relatinS to
unclaimed dividends of the 2001/2002 financial year,
payable to ordinary shareholde.s, which remained the
same from the prior year. However, Management did
hot provide supportinB documents for the balance.

ln the circumstancer, the accuracy, completeness and
validity of the dividend payable balance of

Xshs.9,699,787 could not be confirmed.

14.0 Undlsclosed Matari.l lJncertalnty Relatad to Golng
Concern
The statement of comprehensive income indicates that
during the year under review, the company incurred an

operatinS loss of Kshs.694,894,756 which, as ditclosed
in the statement of financial position, raised

accumulated losses from (shs.8,298,606,998 in the
previous financial year to Kshs.8,993,501,754. Further,
the company, as reflected ln the statement of financial
posltion, had current liabilities amountinS to
Kshs.6,2U,985,708 compared to curent assets ol
Kshs.554,182,171, resultin8 to a netative working
capital of Kshs.5,663,803,537.

The financial position of the colnpany made it unable to
iervice its lon8-term liabilities of xshs.3,669,131,027
which wa' an increase by Kshs.22,516,936 from the
previoug year, an indication that the Company may not
be able to operate effectively.

ManaSement har not made Specific ditclosure in the
financial statements in regard lo these matteag.

Note 41 of the flnanclal Stateme.ts
acknowledgesthe goln8 concem tltuatlon ahd
outlines the rteps belng taken tq lmprove the
fiJture performance of the Company. The
followlng etfons by the government, who Is

the malorlty shareholder, contlnuei to aher
the tuture outlooki
(l) EnSaSlnt lndustry stakeholder5 througt .

task force that ldemmed both thort term

and long-term solutlons fo. the
challenger of rutar lndusuy induding

Chemelll SuSar Company.
(ll) Flnandal .upport to thc company ln

defr.ylng ctftlcrl operatioMl obligatlons.

Thls li demonst ated by the Srant
lncome rccalv.d of lchs. 2r,0 mllllon ln

2019 and lchs. 182 mlllion ln 2022 to
settle tarmec arr€.r5 and rehabllit te
the f.dory.

(ill) Ihe plan to pdvatizelease the Comp.ny

whlch ls expected to resuft lnto lnjectlon

of funds for lnvestment lnto the tactorY

to enhance efilclency ot opeGtlons.

With the support of the Sovemment and

other sEkeholde6, the company has

conslstently reduced lts recorded .nnual loss

from rchs. 856 mllllon ln 2016/17 to Kshe. 595

Unresolved
Likely
teoccur

to
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milllon ln 2021/22. tunher, a tovemment
funded malntenance was undertalcn
between May 2022 and August 2022 whlch
has improved fadory !f{icl.ncl, enhanced the
Company revenu6 and strergthened lts
flnancialposltlon.

The compan/5 gearlng risk ls diluted by the
fact that Commodlty fund and (enya

Revenue Authorlty wto hold the hlghest
portfollo amooS lts creditors are Sovernment
olrrned entltle5 that technlcally qualify as

related partles. The unrevoked letter by the
National Treasury to (RA ln 2015 that
lntervened by puttint on hold tax clalmt of
t<shs.1.9 blllion untll completlon of the
prlvatlzation proceis ls s demonstratlon of
thls reality.

UnResolved
Likely to reoccur
for the company
had stoppage for
maintenance for
the [,1 202212023
and for GroMh of
Cane in FY

2023/2024

Budgetary €ontrol and Perror]nance
The statement of comparison of budget and actual
amounts budget and actual amounts reflects total
revenue amount of Kshs.1,775,484,790 against an

approved budget of (sh'.3,386,021,000, resulting to a

shortfall of Krhs.2,144,571.363 or 55% of the budSeted
revenue. The shortfall was mainly attributed to low
sales of 17,246 tonnes oI sugar againrt the budget of
50,596 tonnes due to lower production caused by

stoppage of facto.y operatione from April to July, 2022

for maintenance of the plant.

Similarly, the Company had budgeted to spend
Kshs.3,151,362,967 but utilized an amount of
Kshs.2,471,379,546, rerultint to an under-expenditure
of Kshs.679,983,421 (or 22% of the budget). The under-
expenditure mainly occurrad atainlt use of goods and
servicei whose budgeted and actual expenditure
amounts are Kshs.1,956,832,800 and
Kshs.1,096,033,880 respeclively, resulting to an under-
expenditure of (shs.860,798,920.

Further, the revenue and expenditure budget amountt

Being a commercial cntity, the Compan/3
revenue and e,eendlture levels are
determlned by gpc6tlonal and buslness

clrcumstances. The productlon and saleg

were lndeed lower than budgeted tnd ro
were the revenuei. Thlr v,/as malnly
becaure of the stoppage to. malntenance
durlng the entire fourth quaner of the
6nanclalyear.

The axpendlture ovenun was malnly
because of malntenance €xpcndlture
whlch was linancad by grant funds
provlded by the Sovemment. Both the
fundlnB and the explndhure had not b€en
lncluded in the budget. The towrnment
announced thc grant ln October 2021 rnd
the Company only accessed the funds
tow.rds the €nd of tha financl.l year

when lt became .vallable. The ltems of
expendhurc lncluded cott of lpares and
repalrs, addltlonal conracted labour and
leave pay for employees not .ngaged ln
malotenance.
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rono
Amount
Kihs

vAT Payable 1,0@,468,324

844,663,2S0PAYE P able

withholdinB Tax Payable LO,827,O23

Sutar Development [eW
ble

47 4,L09,467

Maintenance Levy Payable L,62t,322

Total 2,1tL6A9,786

likely to reoccur
because oI aash

constraints the
Companv is facing

The bulk of the fitures llrted above were
brought forward tralances lrom prevlour
years.

Management has been ln cooslanl
enga8ement with lt5 crrditors lncluding

KRA. NHIF, NSSF, RBA and Scheme

Trustees gn Settlement arrangements. A

weekly tar payment rchedule has been

lmplemented slnce July 2020, A monthly
afiea.s payment of NssF rnd NHlt has

also been in place slnce May 2020.

Through .ngagements wlth the RBA the
company suspended furthe. dedudlon of
penslon contrlbutlons effectlve tebruary
2021 to stop lurther acqrmul.tion of
llabllities towards the rcheme. These

anantements have helped eliminate and

avold lltlgations.

1.0

of Kshs.3,386,021,000 and Kshs.3,151,362,967
respectively, results in a variance of Klhs.234,658,033
which indicates an unbalanced budtet, contra.y to
ReSulation 33(c) of the Public Finance Management
(National Government) Retulations, 2O15, which
requires the budSet to be balanced.

ln addition. the itemized budget provided for audit
reflected amounts of Kshs.532,410,159 and

Kihs.720,418,571 in respect of use of goods and
services and other payments, which were higher
Kshs.530,459,997 and Kshs.587,819,170 respectively,
included in the final expenditure amount o[
Kshs.2,471,379,546, yet there was no evidence of
approvals to cover the excess budget.

The shortfall in revenue and under-erpenditure implies
that the Company's planned activities were not fully
realized during the year under review.

Tax Penalties and lnterest on Unremitted Slalutory
Deductlons

The rtatement of flnancial position reflects trade and
other payables balance of Kshs.5,815,045,511 which, a5

disclosed in Note 34 to the financial statements,
includes accrued tax penalties and interest balance of
Kshs.1,313,777,324 which arose ar a result of the
Company'i failure to remit to the respeclive statutory
bodies the following deductions from payroll and other
taxes amountint to ('hs.2,331,689,786 that had
accumulated over many years:

ln the circumstances, the accaued tax penalties and
interest balance of Kshs.1,313,777,324 is nugatory and
could have been avoided.
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In keeplng wlth the prlnciple of prudence

ln lccountin8, provislon 15 being made lo

the book for tax p€naltier .nd intercst.

However, the Company lntendi to apply

for wafver upon achlrvlng full settlemert
ofthe p.inclpaltaxes.

Unreiolved
because of the
restrictions as

indicated d

operating in

impaired
caShflow and
likely to
reoccur

The Board of Dlrecto6 h.d commenced .
recrultment process to competitively fill the
portt'ron of ManaSing O.ector wlth an adven
through the (enyan dally newspap€E on 27th
May 2020. Applicants we.e shortlisted for
lntervlew but . clrcular ref:
MOALF&C/CS/ADM/30 dated 7th luly, 2020

from thc Csblnet Secretary, ASrlculture,
Livestoclq tisherles and Cooperauves (copy

attached) lmpos€d an embarSo/restrictloo on
recrultment and promotlons. The goa.d was

later disbanded through a Sazette notlce
dated 3rd Au8ust, 2020 before completlng the
:process.

Over the years employees lxlted Comparry

rervlce through de.th, reslgnauon,

terminatloo retlrement and explry gf
contrad. AlthouSh Sectlon 34 [3] of the
Publlc Servlce Commlstlon Ac! No. 10 of 2017
lr mo.e authorltatlvs to the cffed thrt publlc

ofllcers can only serve ln acllng capaclty tor I
perlgd of one month, and up to a maxlmum
perlod of six monthr, the same embargo
,estrlcted the Comp.ny'r .blllty to replace all

the vaqsnt poshlons rrlslng from the erlts. To
ensure smooth operatlons wltiln the varlour
Oepartment Sedlons, the Company has had
to contlnue anSaging varlous membeE of

'tafi 
on .ctlng capadty cven though they

.xceeded rix (6) monthe as per omple
attadrments a\rdlled.

We ha\re qurrently iubmltted ou. Human
Resource lnstruments to the Publlc Servlce

c.ommlsslon for approvil as requlred and we
remaln optimlltlc that thc $me sh.ll b€

approved rnd the cmbarto on ,€crultment
llfted to enable us fillsome ofthe ns

2.O

2.t

Human Reiourae Managament

Stafl ln A.tlnt Cap..lty
fu reported in the previous year, the ManaSing Oirector
has been in an actin8 capacity since May, 2017. Further,
eighteen (18) staff members continued .ervint in acting
capacities invadous positions for more than rix (5)

months. This was contrary to Section C (14){1) of the
Human Resource Policies ahd Procedures Manual,
which states that acting allowance will not be payable

to an ofticer for more than six {6} months.

ln the circumstances, Mana8ement v,as in breach ofthe

Non-Compliance with One-Thlrd ot Basl. S.lary Rule2.2
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Management acknowledges that the
ef{iclency o, an employee must be regarded
as traveh lmpalred and the valur of hl!/her
$Mce5 serlously dlmlnlshed lf, from any
c!us! whatever. he/9he ls sllowed to
overcommlt thel. salarles beyond two thlrds
(U3) of thelr baslc salarles.

The Employeer mentioned wcre seMnt
suspenslon during the month and were only
entltled to eamlru half thelr no.mal baslc

salaries. Thelr resultant thl.d of basic war
therefo.e half of the ordlnary thlrd of baslc,

Thole who took home .mounts below thlrd
of barlc did so as a result of commltments
they had cngaged ln whlle €amlnt thelr full
pay rnd could be .ccommodated then. The
Company could nottake dlsclplinary actloo on
the employees on thls basls becau5e thelr
earnlng sltuatlon had .ctually resuhed trom
another dlscldln.ry lctlon. The dlsciplln.ty
procasi hai subsequently been Eoncluded and
thelr earnl restored.

Review of the Unionisable Pe.sonnel's payroll for the
year lnder .eview revealed that in the month of June,

2022, the net salaries for seven (7) officeE were less

than one thlrd of their baric pay. This was contrary to
Section C1(3) of the P'rblic Service Commisiion IPSC)
Human Resource Policies, 2016.

ln the clrcumstances, Management wa5 in b.each of
Public Service Commission (PSC) Human Resource
Policies.

Unresolved
Likely to
reoccur a5

explained
because of the
reasonS

indicated

The iummary lnahslr of the company ethnlc
and tender mix ttatus emong permanent

employees ss at 30lune 2022 was asfollows:

Ihe company's effort9 towards regularirlng
Its posltlon ln line wlth the requlrements of
Natlonal Cohesion and lrfegratlon Act 2018
has been hampered by restdctlons on
rec,ultment of permanent employces. fhe
.estdctlons tlghtened further rs dlscussions

oo prlvalration and leailnS of Sovernment
owned public iuBar mlllers lntenslfled in
perlod5 after 2018. Thls ls desplte the reality
that the Company contlnued to €xpe.ience
employee exits laBely due to rttiremlnt but
also dueto oth€r melns of natural attrhlon.

We have.urrently submltted our Human
Resource lnshrment! to the Publlc Sewice
commlsslon for approual as required and we
remaln optlmlstlc that the samc shall be

approved and the embarto on lecrultment
llfted to cnable us lmprove our ttEtus whlle
filling exlstlng and future vacancles,

2.1 Non.compllance wlth Amamative Actlon on Gender,
Ethnlclty and ReSional Di3tribution

Review of the payroll records revealed that the
Company had a total of 451 permanent and
pensionable staff members. However, review of stafl
personal records indicates that 46% of the staff belonS

to one ethnic community, contrary to the provisions of
Section 7(1) end (2) of the National Cohesion and

lntetration Act, 2008. Further, Human Resource recordt
revealed that during the year under review, out of the
461 staff members, 380 {or 82% of the workforce} were
male and 81 (or 18%) were temale. This was contrary to
the provisions of Section 175 (c) of the constitution of
xenya, 2010 since the tender balance was not achieved
ln the staff composition.

ln the clrcumstances, Management was in breach of the

62



a a

Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 34 2023

Resolved

3.0

ln the circumstances, the Manatement was in breach of
the law.

The statement of comprehensive income reflects cost
of sales amount of Kshs.1,958,695,060 which lncludes
Kshs.742,40o paid to a firm for the supply and delivery
of Centrifutal Motor. However, it was noted that the
latter amount was incurred throuth direct
p.ocurement, contrary to the Public Procurement and
Asset Oisposal Re8ulations, 2020. No evidence wat
provided that the conditions fo. use of the method as
provided in Sections 90 and 91 of the Public

Procurement and Asset Disposal ReSulations, 2020 had

been met.

Olrect Proauremanl

Direct procurement was done ln llne wtth
PPADA 2015 rectlon 103 2(c). The finer
details as outlined ln the PPADR, 2020 was
observed accordlngh. Please refer to user

lurtificatlon memo .el
csa-liActlttoFls(rtlzLllS2 rnd prlor
approv.l memo ref cScUADM/sq2lf,
executed ln line wlth the Act and ReSulation.

4.0

As disclosed in Note 22 to the financial statements, the
inventories balance of Kshs.248.346,055 is net of an
lmpairment of Kshs-61,636,216. The impairment, as

explained by the Management, was in respect of
obsolete stock in the stores. l'iowever, no annual asset
disposal plan wa' provided for audit review. Further,
there is no evidence of policies or guidelines havint
been developed and implemented on valuation and

cortint of inventories.

ln the circumBtances, the basis oI valuinS the inventory

totalling to KJhs.248,345,056 could not be confirmed,

Manatement of lnventories

l,lote 22 has been .evised to reflect the lross
amount of other material .nd consumable
stocl of Gh!.309,955,052 whi$ ls the total
of all the stocl ledger balances. All lhe dock
ledgeE were avalled, The not! also reflects a

net amount of X5hs.248,318,836 after the
lmpalrment of Kshs.61,535,216.

The estabfished policy of the Company ls to
.ecord inveotorles recelved at ectual cosl
lccount for lnventorles lssued on FIFO ba5ls

and to value phyllcally yerlrled closinS at the
welgfited average cod for reportlng purpo5e5.

The led8eri arc adjurted accordingly.

Ihe company's har . disposal plan which har
been lncorporatcd ln the 202U2023 budSet.
However, a tlSnllicant po.tlon ol th€ stods
that had pr€viously b€€n declared obsolete
were drawn durlng the year for modification
and use and the value of obsolete stock
reduced by xshs. 2L,226,632. The
management har dlsposed off th€ dedared
obsolete stocl ln the lrt Quarter of the FY

'202t12024

Resolved

5.0

Revlew of statutory deductions records revealed that
the ManaSement delayed to remit the monthly NSSF for
the month of March, 2022 of Kshs.1,162,300 contrary
to Sectlon 27 (1) of the NSSF Act,2013, which statet
that it any contribution for which a contributint
emplover is required to pay to the Fund is not paid

Avoldable P.nalty P.yment

For . period exceeding 8 yea6 the Company
has been facing serious operatlonal and
market challeryes ttEt has affected it5
productlon and revenues. This ha5 resulted
lnto cash flow const6lnt5 causlng delays ln
meetlnc flnancl.l obligations. Neverthelesr,

Unresolved
and likely to
reoccur
because of
cath
constraants to
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thesettle
stated
liabiliries

withln one month after the end of the month in which
the last day of the contribution period to which it falls, a

sum equal to five per cent of the amount of that
contribution shall be added to the cont.ibution for each

month or part of a month that the amount due remains
unpaid, and any such additional amount shall be

recoverabte at the Same time and ln the same manner
as the contribution to which it is added. As a result, the
non-remittance attracted a penalty of Kshs.523,035.

ln the circumstances, the Mana8ement was in breach of
the law. Also, the penalty of Kshs.523,035 was a

nutatory expense to the Company.
The audit was conducted in accordance with lssAl4000.
The standard requires that lcomply with ethical
requirements and plan and pertorm the audit to obtain
assurance about whether the activities, financial
transactions and information refleded in the tinancial
statements arc in compliance, in all material respects,

with the authorities that tovern them. I believe that the
audit evidence I have obtained is sufficient and

appropriate to provide a basis for my conclusion,

the company has enSaged NssF and other
statutory bodies .nd lxplalncd to them
dlffl cult fi nandal sltuatlon.

Resolvedthe Compan/s Board war fully constituted
wlth all h5 commlttees as reported until t re
date that the Dlreclors' rppolntment wat
rcvoked by the Cablnd s€cretary for
Agrlcultu.e, Llvestock and Cooperatives vlde
the Kenya Gazene notlce dated 3rd Augun
2020 to take .ffect from 16th July 2020 to
pavr way fo. learlng/p.ir6uzatlon of sll state-
owned rugar companles then.

Management has prepa.ed the llnanci.l
statement5 and annual reports on behatt of
the Boad of Olrcc-to.s on the basit of
vermable events .nd tran$ctlons recorded ln
the book5 of the Comp.ny. Normally, the
same are presented to the Board for
discusslon and approval. However, the goard

wag dissolved and was not avail.ble to
approve the ffnanclal Jtetements and tePorts
for the year ended 3oth June 2022. The

statement5 and annual budgets havc
therefore been glgned by the AcllnS Manating
Dlrector.

We b€lieve that the accurdcy oI the financlal

statements and .nnual report5 snd the €xt€nt
of truth and falmess of the repo.ted

result5 and fi.Enclal n can be

1.0

fu previouily reported, review of records provided

revealed that the Company operated without a Board

of Directors as the term of the exiitint Board ended on
22 July, 2020 after it was dissolved, and no reason was
provided for non-replacement. As a result, the
Company did not have Board of Oirectors'iub-
committees such as the Audit Committee, Human

Resource and Finaoce Committee and Strate8y and

Technical Committee to provide oversiSht to
ManaSement's activities ln line with good corporate

tovernance practices. Fufther, the Company had an

estimated budget of Kihs.3,386,021,000 as reflected in
the financial statements. However, Management did
not explained how the budtet was discussed and

approved.

ln addition, the financialstatements submitted for audit
Included the Chairman's report, Board of Directors'
report and statement of Directoas' responsibilities
which were signed by the A8. Managing Director on
behalf of the Chakman- ln addition, the statement of
Directors' responsibilities indicates that the financial
statements were approved on 30

September, 2022 which casts doubt on the authenticity
ofthe financialstatements for the year under review.

ln the circumstances, the effectiveness of the
r internal (ontroli, risk maCom ement and

Lack of Board ol Diredo,s

(r4
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,verlfied from undedylnS book.nd rcaords of
,the Companyas wellss cxplanatlons provlded

'byManagement
,Grrrenuy th. Boa.d yras constltutrd ln April
,2023 thr.outh a galene notlce dated
,r,it.04.2023 and all th. commlttecs ot th.
Eoard have been conrtltuted .r.equlrcd by

overall govemance could not be confiamed.

2.0

.The audit rlction planned for clght audlt,
programs. Five audlts warc uodertaken
,lncluding c vlronmental .udlt done by Quallty,
fusuranc! Sactlon. The audlt reports done]

idurlng the year wrre fory.anded to
Lmanagement,for actlon.

lunderstaffinS har bccn the grc.test satbacl
ln the perfo.msncc of the lnternal Ardlt
,rectlon as a result of del.y.d filllng of the fo!.
vacant posltions of lnteanal auditors out of
the .equlred flv.. One posltion w.i rec.ntly
tilled through an lnte.nal tEnsfer and
:management 15 taklnt necessary actlon to
lnltl.te the fillint of thc v.c.nt posltions ln
,due course.

;The diib.ndment of the Companv Board of,
,Oirecto6 by tfie Govemment on 22nd July,
,2020 meant that the.G war, thereafter, no
rBoard Audlt Commlttee for overilght.

'The Bo.rd w.3 constlRtd ln Aprll 2023

through . t.zette notlce dated 14.(x.2023
and Audit Board Commlttec ha' been

-conidlqte.d

Pardy rolved
md likely not
to reoccur.

Bec.ug€ of the
rest lctlons/rm
barto on
cmployment
that wqlld
have
cm@wered
the lntemal
.udit to crry
oirt all lts
planned
programmeS

Lask of Audlt commlttec and a Funstlonal lnt.m.l
Audlt

Revlew of the lntrrnal audit worl plani for the ye.r
under revlew r€vealed that the intemal audit targeted
to rudit clght (8) audit area!. However, lt was noted
that the audlt .overcd only four (4) areas whlch
lncluded lmprest procedures and clalmr audit, laod
p.eparatlon audlt, nucleus estatc audit and security
audit. Howevaa, avldencei of submlsslon of thr aeports
to the Manatrment and of whether the
racommendatlons wcre thereafter implemented were
.lot provided for audit.
Further, lt was notd that the te.m of the Audit
Commlttee Membe6lapied on 22
July, 2020 and the company had been operatlng
wlthout .n Audit Cohmlnee, contrary to Sectlon B of
the Mwontoro Code of Governance foa Stata
Corporatlons Guldellnes. ln the ab3lncr of a p.oper
functlonln! lntemal .udit unlt .nd an established Audit
Commltte. of the Board, monltorlng .nd review of the
effectlvenesi of the lntemal audit process€s, revlew of
lnternal controls, risk management systems and
financlal staterhents .mont other fundlons may not
have been caraied out
ln thc clrcumstanccs, th! cffectiveness of tha
Company't lntemal controls, rlik management and

overall govemanca could not be confi.mcd.

Resolved

3.0

The Code of Govemance for Stste Corpor.tions
Guldellncs Chapt.. 3 .nd The NationalTraasury Clrcul.r
No. 03/2009; Ref: MoF/tA6/033(75) requlrei that
Govemment entltles or ageocles should, among other
thlngs, develop and cstablish Risk Manatement Pollcy
and Framework (RMPF) to gulde tts rtrateSic .nd
operational activltl€s. However, the Company dld not
have an lT Svategic Commlttee; an lT strategic plan
whlch rupports buriners requlrement5 and eniurcs that
lT spendint remaini within the .pp.oved lT itrateglc
plan; formally approved lT Security Pollcy to ensure
data confidentlality, lnte8rlty.nd avallabllity;

lT Control weakn.ire3

The companfi dsl management framework
rras .pproved by the Board ol DlrcctoR ln
rDec.ftb€. 2019. lmdemcnt tion of the
"tGmewort ls currcntly oveGe€n by the
lnternal Audit Man.ter. The comprchcBlve
rlsk reSl5ter complete wlth rlik respons€
str.tedes has be€n dweloped. These are
belng lmplemented by depa.tmental heads

and llnc managerg .nd monitored through
lntem.l qu.liv management audlts.

currently, the lcf strategy ls usually covered
withln the Company's strategic plen. A

wt5 deve ln

65



t
a D

Chemelll Sutar Company Llmited

Annual Reports and Flnancial Statements
For the year ended June ,O,2023

documented and testcd emergcncy procedures; coples
of the lT conunuity plan; and dllaster recovery plan.

ln the clrcumstances, the effectlveness of lT lntemal
controls could not be conflrmed

4.0 bct ofStand!rd Costlnt Method

Although the Company ls a manufacturlng enttty, the
stand,rd costlngs for hs maln produc! sugar, wa5 not
provlded for audtt. lt was therefore dlfflcult to establlsh
the unlt cost that went lnto produchg one kllogram of
lu8ar.
Under the clrcumstances, the Company could not be
ablc to monltor lt5 costs effecdvely.

Resofued

Ukely to
reoccur
because part
of th€ solutlon
lnvolves (RA

and NOCX

whlch may not
b€ whhln our
full control

Undcr-Supply of Fuel
lncluded ln Note 7 to the flnanclal statements are other
factory ov.rlrlads rmountlng to rchs.28,9U,323 whkh
lncludes expenses on fuel supplied. Mlnagement
entrrrd lnto an agrcemant wlth Natlonal Oll
Corporatlon, through Govemment to Govemment 60r

the supply ofoll dudng the year under revlew.
No cxplanetlon was provlded by the Managemcnt for
not puttlng ln place effectlve lnternal controls for fuel
mafir8tment.

ln the clrqlmstrnces, the effecttveness of lnternal
controls over fuel ma nagement could not be conflrmed,

t-

s.o

!

t

I

t

Managlng Dlrector chalrman oft
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