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Egerton Univcrsify, Investment Company

Annual Reports and l;inancial Statcments
For the year cnded June 30,2019

KEY ENTITY INFORMATION

Background infbrmation

Egerton Univcrrsity Investment Company was incorporated on the 30th June, 20l0 as a Company
Iimited by Gua|antee Established through the company's Act cap 486 of the Laws of Kenya
(Company Nunrber: CPR/201 0 124642).

Principal Activities

The principal ttctivity ol'the conlpany as provided by the Company's Act Cap 486 of the Laws of
Kenya inclucles:
Farming. I-lotc.l Hospitality and Tourism

Vision
A world class University Company, Committed to quality agribusiness and hospitality.

Mission
Create value for the shareholder through production and marketing of quality products and services
and provision of a platform for educatiorl, research and outreach
Core Values
i. Quality and saf'e products and services.
ii. Customer fbcus
iii. Accountability and Integrity
iv. Environmental Sustainability
v. Innovation

Directors

The Directot's wlto served the entity during the yearlperiod were as follows

l. Mr Joshua Nyangidi Otieno
2. Mr Joseph Mwaura Kamau
3. Ms Esther Mukoa Wabuge
4. Prof. Rosc A Mwonya
5. Prof. Isaac O Kibwage
6. Prof. George Owuor

Company Secretary

Ms Janet Bii
Legal Ofllcer' , L-.gerton Urriversity
P.O. Box 536 -201 l5
Egerlon

Chairman

- Managing Director
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For the year ended June 30, 2019

KEY ENTITY INFORMATION (Continued)

Registered Office

Egerton University - ARC Hotel
Mau Narok Road
P.O. Box 536 -20115
Egerton, Kenya

Corporate Bankers

KCB Bank Ken,ya Limited
Egerton University Branch
P.O.Box l8 -20100
Nakuru.

Independent Auditors

The Auditor General
Office of the Auditor General
Anniversary'['ou,ers, University Way
P.O. Box 30084. GOP 00100
Nairobi, Kenya

Principal Legal Adviser

Ms Janet Bii
Legal Oflicer [:gerton University
P.O. Box 536 -201 I 5
Egerton, Kenya
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Egerton Univcrsify Investment Company

Annual Reports and Financial Statements
For the year ended June 30,2019

THE BOARD OT'DIRECTORS

NAME: Mr. Joshua Nyangidi Otieno

YOB: 1976

POSITION/KEY RESPONSIBILITIES :

Board Chairman

QUALIFICATION: B.Ed. (KU), MBA. (KU)

WORK EXPERIENCE

KCA University: Manager, ce.tre for Entrepreneurship & Leadership;

Lecturer KCA University, Lead Researcher in the Africa Bio-diversity

Conservation and lnnovation Centre & CIC Insurarrce Cornpany

Business consultant & Trainer at Kenya Market Trust and parsons Ltd

Business Trainer, Afi-ica Youth Trust

Part-tinre Lecturer: JKUAT, Kenyatta University & Moi University

NAME: Mr. Joseph Mwaura Kamau

YOB: 1970

POSITION/KEY RESPONSIBILITIES :

Director

QUALIFICATIoN: B.A. (UoN), MBA-Finance (KAIST), Masters of
Finance & Banking (Moi)

WORK EXPBRIENCE

Covernnrent of Kenya National Treasury Economist,

Equity Bank (K) Ltd,

Standard Chartered Bank K Ltd
NAME: Ms. Esther Mukoa Wabuge

YOB: 1976

POSITION/KtrY RBSPONSIBILITIES :

Director

QUALIFICATION: B.Ed. (Moi), M.Sc. (JKUAT)

WORK EXPERIENCE

Project officer Training, Management Sciences for Health (MSH) -
Leadership, Management & Sustainability (LMS) project.

Associate Consultant, Kenya National AIDS Strategic plan.

4



Egerton University I nvestment Company

Annual Reports and Financial Statements
For the year ended June 30 20r9

Prograrnnre & stakeholder Deveropment: Head of rraining & Business

Developnrent

Namawanga Girls' High School: Biology & Home science teacher

Kenya FllV/AIDS Private Sector B usiness Council (KHBC): Head of

NAME: Prof. Rose. A. Mwonya

YOB: 1950

POSITION/KEY RESPONSIBILITIES:

Director

QUALIFICATION

Dip (Egerton), B.Sc,, M.Sc., Ph.D. (towa)

WORK EXPERIENCE

Egerton University: vice Chancellor; DepLrty Vice-chancellor (Academic

Affairs); Dean of Students; Director centre of wornen Studies and cender

Analysis; chairperson Dept. of Agricurture & Home Economics; Full

Professor, Associate Professor, Senior Lecturer, Lecturer

NAME: Prof. Isaac O. Kibwage

YOB: 1954

POSITION/KBY RESPONSIBILITY

Director

QUALIFICATION

B.Pharm (UoN, B.Pharrn. Ph.D. (K.u. Leuven), FpsK, cSci. c.chern.,

MRSC

WORK EXPERIENCE

Egertorr University: Deputy vice-chancellor (Adnrinistration, planning &
Developnrent)

University of Nairobi: Professor, principal college of Health Sciences,

Dean, Chairman of Department
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For the year ended June 30, 2019

NAM[: Prof. George Owuor

YOB: 1969

POSIl'ION/KEY ttESPONS I BTI,ITY

Managing Director

QUALtFtCA't'tON

BSc-,AGBM (Egerton University), MSc-Agricultural Economics

(Egerton [Jniversity), ph.D.-AGBM (Sandwitch-Kiel University

Germany and Egerton University)

WORK EXPERIENCE

Managing Director, Eger-ton University Investment Company,

chairman Department of Agribusiness Management at Egerton

University, PI centre of Excellence in sustainable Agriculture and

Agribusirress Managernent. Progranlnle Manager African Economic

Research (lonsortium (AERC) covering r3 countries in Eastern,

central and SoLrth Aflrica. pro.iect consultancies with clMMyr,
clAT, IFPRI, ILRI, Syngenta Foundation and International centre for

Development and Decent Work- in Germany.
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Egerton University Investment Company

Annual Reports and F'inancial Statements

For the vea r ended June 30, 2019

CTTAIRMAN'S STATEMENT

The presept Egerton LJniversity Investmerrt Compauy's financial repoft 2ol8l19 is the sixth financial

repoft, alcl the second ,.poit uncler the new Board of Directors that I chair' The Company

perforn,a.,ce over the last 5 years has seen dismal" a factor that the new Board has taken serious

attention and is fbcr,rsing on. It is also worth noting tl'rat the Company is also under the new

management and in the last 24 months the fruits of turnaround have been seen. Some of the new

programs i.clude a new strategic plan, new business turnaround plans for various company units and

utr*av a growi.g market and iale of milk and horticultural produce. The Board therefore, notes with

great hope the olgoing transformations that are expected to see the company change the direction of

performauce.

Turningto the current financial performance, I note agreat improvement from 2015116and2016117

with a reduction in loses fi.om Kshs 60 rlillion in 2015/16. Kshs 40 rnillion loss in 2016117. 2017ll8

Ioss of Kshs l9 million and Kshs 12 nrillion in 2018/19'

At the unit levels. Castle macle nct gains of Kshs 0.-i nrillion shillings. while ARC Hotel made a

minimal loss ol. t(shs 1.7 million ancl the farn'r Kshs 3.6 afier depreciation and gain in biological

assets. However, Iookilg tbrward to the ongoirrg turnarouucl of all r,rnits. the company is moving in

the right directiol ancl expect to improve on the cuffent gains to generate positive returns in the

coming financial Year 2019120.

Yours Sincerely,

Joshua Nyangidi Otieno

Chairman, EUICO Board of Directors
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Egerton University Investment Company

Annual Reports and Financial Statements
For the year ended June 30.2019

REPORT OF THE MANAGING DIRBCTOR

The financial statement for the year 2}l8l20l9 marks the 6th year of operation since Egerlon

University lnvestment Company was incorporated on 3Oth Jr.rne 2010 as a subsidiary Company

limited by guarantee and wholly owned by Egerton University.

The Conpany is an Agribusiness and Hospitality Organiz-ation, running a Hotel and a farm and is

endowed with high potential natural resoLrrces and facilities emanating from the status of the

University. The Company was established as an Income generating entity to support the University

with funds to nteet its financial needs by cornplintenting Government capitation.

It started on a humble beginning with a seed money inform of a loan of Kshs 145,000,000.00 from the

University including the establishments which were already available, the farm with acreage of 2728,

ARC Hotel building with 90 rooms and Lord Egerton Castle'

At the beginning the financial reports were amalgamated to the main University financial reports but

the last three years the accounts were captured separately. The performance in the yeat 2013114

realised a profit of Ksh 57,755,428. However, the fotlowing years 20l4l15 returned a loss of Kshs

48,786,066 and 20 15116 a loss of Kshs 61,849,201 . These growth in loss made the company board

change the managemellt, with the new managenlent conring irr March 2017. Since then. there has

been gradual turn around, with 2016/17 returrning a loss of Kshs 40 million down from 60 million,

and 2017/18 another reduction in loss to Kshs 19.392.892. The current report has seen another effort

in the positive clirection rettrrning a loss of Kshs. 12,087 "715. 
'fhis is positive movement as compared

to the previous year.

I therefore have the pleasure to present the Annual Report and Financial Statements of Egerton

University Investment Cornpany for the year ended June 30, 2019 as per the Company's Act 486 as

set out on pages I I to 39.

Yours Sincerely,

Prof. George
Managing Director
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Egerton University Investment Company

Annual Reports and Financial Statements

For the year ended June 30,2019

REPORT OF THE DIRECTORS

The Directors submit their report together with the unaudited financial statements for the year ended

June 30. 2019 which show the state o1'the cotnpany 's attairs.

Principal activities

The principal activities of the entity continue to be farming, hotel hospitality and tourism'

Results

The results of the entity for the year endecl June 30, 2019 ate set out on pages I I to 39

Dividends

The Directors do not recommend the payment of a dividend

Directors

The members of the Board of Directors who served during the year are shown on page 2

Auditors

Tlre Auditor General is responsible for the statutory audit of the entity in accordance with Article229

of the Constitution of Kenya and the Public Audit Act 2015

By Order of the Board

Ms Janet B ll
r"4-

Company Secretary

Nairobi
oate:t.'1.1.01 I t'l
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Egerton University Investment Companl'

Annual Reports and Financial Statements
For the year ended June 30.2019

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section l4 of the State Corporations Act
require the Directors to prepare financial statements in respect of that conlpany, which give a true and

fair view of the state of affairs of the con'lpany at the end of the financial year and the operating

results of the company fbr that period. The Directors are also required to ensure that the company

keeps proper accounting records which disclclse with reasonable accuracy the financial position of the

entity. The Directors are also responsible fbr saf'eguarding the assets of the company.

The Directors are responsible tbr the preparation and presentation of the company's financial

statements, which give a true and fair view of the state of affairs of the company for and as at the end of
the finapcial year (period) ended ou June 30,2019. This responsibility includes: (i) maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period; (ii) maintaining proper accounting records, which disclose with

reasonable accLlracy at any time the financial position of the company; (iii) designing, implementing

and maintaining internal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring tl-rat they are fi'ee fiom material misstatements. whether due to error or

fraud; (iv) safegr-rarding the assets of the con'rparly; (v) selecting and applying appropriate accounting

policies; and (vi) making accounting estimates that are reasonable in the circunlstances.

The Directors accept responsibility lbr tlre company's linancial statements. which have been prepared

using apprr:priate accounting policies supporlecl by reasonable arrd prudent judgements and estimates, in

conformity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act, 2012 and the State Corporations Act section 14. The Directors are of the opinion that the

company's financial statements give a true and tair view of tlie state of company's transactions during

the tinancial year ended June 30, 2olg, and of the company's financial position as at that date. The

Directors further confirm the completeness of the accounting records maintained for the compzuly,

which have been reliecl upon in the preparation of the company's financial statements as well as the

adequacy of the systems of internal financialcontrol.

Nothilg has come to the attention of the Directors to indicate that the company will not remain a going

concem for at least the next twelve months from the date of this statement.

Approval of the linancial statements

The company's tinancial starements were approvecl by the tsoard on t11'&l)tC,ilbtr' 2019 and

signed on its behalf by

Prof George Mr. Joshura Nyangidi Otieno
Chairman Board of DirectorsManaging Director
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lephone: +254-(zo) 3214ooo
nail: info@oagkenya.go.ke

Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n ho nc i n g A c't'ou n t a b i I i I -t,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-o01oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON EGERTON UNIVERSITY
INVESTMENT COMPANY FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying Financial Statements of Egerton University
lnvestment Company set out on pages 11 to 39, which comprise the statement of
financial position as at 30 June, 2019, and the statement of profit or loss and other
comprehensive income, statement of cash flows, statement of changes in equity and
the statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and section
35 of the Public Audit Act, 2015. I have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, except for the effects 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 Egerton University lnvestment Company at
30 June, 2019, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards (IFRS) and
complywith the Public Finance ManagementAct, 2012 and the Companies Act, 2015
of the laws of Kenya.

Basis for Qualified Opinion

1. Materia! Uncertainty Relating to Going Concern

The statement of profit or loss and other comprehensive income indicates that the
Company incurred a loss of Kshs.12,087,715 (2018 - Kshs.19,392,891) which as
reflected in the statement of financial position increased the accumulated loss to
Kshs.18,181 ,928 (2018 - Kshs.6,094,214). ln spite of the fact that the negative trend
casts significant doubt on the ability of the Company to continue to operate as a going
concern, necessary disclosures on the material uncertainty relating to going concern
have not been incorporated in the financial statements.

t_+
)' -{
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2. Cash and Bank Balances

As disclosed in note 16 to the financial statements, the statement of financial position
reflects Bank and Cash balances of Kshs.1 0,694,216; (2018 - Kshs.8 ,771 ,618). The
following observations were made:-

2.1 Unaccounted for Cash

Note 16 to the Financial Statements reflects a cash in hand balance of
Kshs.13,535,193 as at 30 June, 2019. However, documents provided indicated that
the balance comprised of Undeposited Funds; Reception Cash Register; Bank
Deposit and Credit Card Receipts of Kshs.4,398,613; Kshs.9,051,925; Kshs.17,655
and Kshs.67,000 respectively being revenue receipts in the prior years but unbanked
as at year end. Management explained that the money had been spent at source but
was yet to be accounted for by the responsible officers and that the matter had been
escalated to the Board of Directors (BOD) for further action.

2.2 Presentation and Disclosure

The reported bank and cash balance of Kshs.10,694,216 has been arrived at after
offsetting the overdrawn bank balances of Kshs.2,840,977 against the cash in hand
balance of Kshs.13,535,193 instead of disclosing the overdrawn balances separately
under current liabilities as required under paragraph 32 of the lnternational Accounting
Standards No.1 - Presentation of financial statements.

2.3 Long Outstanding Bank Reconciliation Items

The Bank Reconciliation Statements for the three (3) bank accounts for the month of
June, 2019 reflected receipts in bank statements but not recorded in the cashbook
amounting to Kshs.725,317, payments in bank statements but not recorded in
cashbook amounting to Kshs.938,738 and unpresented cheques amounting to
Kshs.1 ,212,187 which included stale cheques totalling to Kshs.94,917, some of which
dated as far back as 30 August,2016. No satisfactory explanation was provided for
the delay in clearing the reconciling items reflected in the bank reconciliation
statements.

In view of the foregoing, the existence and accuracy of the reported cash and bank
balance of Kshs.10,694,216 could not be confirmed. Further, the Financialstatements
as prepared and presented do not comply with IFRS requirements.

3. Unsupported Borrowings

As previously reported, the statement of financial position reflects borrowings of
Kshs.150,1 19,907 under non-current liabilities. Available information indicates that the
Company procured a loan refinancing of Kshs.5,000,000 from the bank that was
applied to pay off the current and non-current borrowings loan portions amount of
Kshs.2,688,051 and Kshs.2,311,949 respectively. [Vanagement has however, not
supported the borrowings by way of formal legal agreement to confirm terms and
conditions of the loan.

Report of the Auditor-General on Egerton University Investment Compunyfor the year endetl 30 June, 2019
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ln the circumstances, the validity and accuracy of the net borrowings balance of
Kshs.150,119,907 as at 30 June, 2019 could not be confirmed.

4. Long Outstanding Receivables

As disclosed in note 15 to the financial statements, the statement of financial position
reflects a balance of Kshs.116,457,726 under trade and other receivables. A review
of the aging analysis provided indicated that balances totalling to Kshs.110,624,414
or 95o/o had been outstanding for periods exceeding one year. Adjustments necessary
for fair statement of the balances by way of provisions for doubtful debts as a result of
likely impairment have not been incorporated in the financial statements. Further,
Management had not put in place concrete measures for the recovery of the long
outstanding debts.

Under the circumstances, the accuracy and recoverability of Trade and Other
Receivables amounting to Kshs.1 16,457,726 could not be confirmed.

5. Trade and Other Payables

The statement of financial position reflects a balance of Kshs.116,021,673 undertrade
and other payables which includes payroll payables, withholding taxes and catering
levy of Kshs.43,878,045, Kshs.1o,043,842 and Kshs.1,2g0,08g respectively.
However, the balance does not include interest and penalties arising as a result of
delays in settling the liabilities and also excludes an amount of Kshs.1,701,656 being
audit fees payable to the Office of the Auditor-General.

ln the circumstance, the accuracy of the Trade and Other Payables balance of
Kshs.116,021,651 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Egerton University lnvestment
Company Management in accordance with ISSAI 130 on Code of Ethics. t have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements
in Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

Budgetary Performance

The statement of comparison of budget and actual amounts reflects final revenue
budget and actual revenue on comparable basis of Kshs.183,233,462 and
Kshs.1 19,074,964 respectively resulting in under-performance of Kshs.64,158,4g8 or

on Egerton University Investment Companyfor the year ended 30 June, 2019Report of t he Audilor-Generql
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35%. Similarly, the Company spent Kshs.134,722,454 against an approved budget of
Kshs.1 47,078,467 resulting to an under-expenditure of Kshs.12,356,01 3 or 8.4o/o of
the budget. The underfunding and underperformance affected the planned activities
and may have impacted negatively on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS ]N USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing 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

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(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me
to believe that internal controls, risk management and overall governance were not
effective.

Basis for Conclusion

The audit was conducted in accordance with ISSA! 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, 2015,1 report based on my audit, that:

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

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

Auditor-General on Egerton University Investment Company for the year ended 30 June, 2019Report ofthe
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iii. The Company's financial statements are in agreement with the accounting
records and returns.

Responsibilities of Management and the 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
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease
operations.

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

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 financial reporting process,
reviewing the effectiveness of how the Company 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 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.

Auditor-General on Egerton University Investment Company for the year ended 30 June, 2019Report of the

5



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

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

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

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

. Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, ! 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

the Auditor-General on Egerton IJniversity Investment Company for the year ended 30 June, 20 t 9Report of
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obtained up to the date of my audit report. However, future events or conditions
may cause Company to cease to continue as a going concem.

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

Obtain sufficient appropriate audit evidence regarding the financial information and

business activities of the Company to express an opinion on the financial
statements.

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

I communicate with the Management regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical

requirements regarding independence, and to communicate with them all

relationships and other matters that may reasonably be thought to bear on my

independence, and where applicable, related safeguards.

nGy ngu
AUDITO ENERAL

Nairobi

09 March,2021

Report of the Auditor-General on Egerton University Investment Companyfor the year ended 30 June' 2019
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Egerton Llnivt'rsity Investment Company

Annual Reports and [iinancial Statements
For the year cncled June 30,2019

STATBMIIN'I'OF PROFI-I'AND LOSS AND OTIIBR COMPREHENSIVE INCOME FOR
THE YEAR IINDED 30 JUNE 2OI9

Note 2018-2019
. 'i :l '.'.i'
,2017-2018,

Kshs Kshs

REVENUES

Revenue 5 I t7,777,526 119,019,952

Cost of sales 6 (44,665,503) (4t,3 09,262)

Gross prolit 73,112,023 77,710,690

Otlrer Inconrc 7 1,297,438 871,957

Other gains/(losses) 8 3,559,77 5 (6,61 6,81 6)

TOTAL IIIi\'IiNUtrS 77,969,236 71,965,831

OPERATTNG EXPBNSBS

Adrnin istratiou (-losts 9 (a) 89,623,149 90,947,624

Finance Cosls r0 433,802 4l 1,098

TOTAL OPT.IRATING EXPBNSES 90,056,951 91,358,722

LOSS Bti FO ITIi'I'AXA'I'ION (12,087,715\ (19,392,891)

INCOM U't',A X IXI'ENSIt/(CRIiDI'I')

LOSS AFTEtt'I'AXATION (12,087,715) (19,392,891)

OTHER CO M PREHENSIVE INCOMB

Fair value tlrlouqh cornprehensive income

Surplus ol det'icit on revaluation of PPE

TOTAL COVIPREHENSIVE INCOME FOR THE YBAR (12,087,715) (19,392,891)
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Egerton University Investment Company

Annual Reports and Financial Statements
For the year ended June 30' 2019

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2OI9

Note 2019 2018

Kshs Kshs

ASSETS

Non-Current Assets

Propeffy, ant and equipnrent t2 55.084.222 64,090,348

Biological assets t3 62,1| 1.375

117,195,597

44,98 1,000

Total Non-Currenl Assets 109,071,348

Current Assets

Inventories t4 3,612,112 18,607,813

Trade and other receivables l5(a) I16,457 ,726 121,104,7l0

Bank and caslr balances l6 10,694,216 8,771,618

Total Non-Current Assets 130,764,054 148,484,141

Total Non-Current Assets 247.959,65L 257.555.489

EQUITY AND LIABILITTES

Rese rryes

Accurnulated firnd ( l8,l 8 t,929) (6,094,214)

Ca :rnd Reserves (18,181,929) (6,094,214)

Non-Current Liabilities

Borrowings l9 I 50,1 19,907 150,1 19,907

Total Non-Current Liabilities 150,119,907 150,119,907

Current Liabilities

Borrowiugs l9 2,688,051

Trade and other payables 20 | 16,02t,673 I 10,841,745

Total Current Liabilities 116,021,673 113,529,796

TOTAL BQU TTY AND LIABILITIES 247.959,651 2s7 -489

The tlrrancial statetuents were approved by tlre Board on

r a
Prol' rgc Or,v

ul-0ruEurur rol"*::'w",_"'
Chairrnatr of the Board

its behalf by

Managing Director

t2
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Egerton U n iversity I nvestment Contpony

Annual Reports and Financial Statements
For the year ended June 30,2019

STATEMEN'I'OF CASI.I FLOWS FOR TIIE YEAR ENDED 30 JUNE 2OI9

CASH AND (IASH UIVALENTS AT BEGINNING OF YEAR

CASH AND ('"\SH I UIVALIINTS A'I'BND OF TI{B YBAR

Note 2018-20r9 2017-2018
Kshs KshsCA SH FLOw si FRoM oPE RAT ING AC]T IVIT I ES

Cas lr Ia g( r'o rrsed I1 0 lons ))

I ntelest 11

Net cash ertr tetl used eratin activities

CASH FLoWS IIROM INVE STTN G ACT VIT IBS

5,956,279 523,6s5

(433,802) (41 t,098)

5,522.477 112,557

t2 (9 r r,828) (206,854)

(911,828) (206,854)

t9 2,31t,949 7.407.958
l9 (s,000,000) (2,756,884)

(2,688.051) 4,651,074

1,922,599 4,556,777

8,771.6I9 4,214.841

l0 c 10,694,216 8,771,619

t4
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Egerton U n i ye r.y i t.l' I nveslme nl Co mpt n.1,

Annual llt,ptirts and Financial Statements
For the y,eal rnded June 30,20lg

2

NOTES TO'I'I.IB FINANCIAL STATBMENTS

I. GENEITAL INFORMATION

Egerton Llniversity Investment Cornpany entity is established by and derives its authority and
accottntitbility fi'orn the Companies Act Cap 486. The entity is wholly owned by the Egerton
Univelsit.l' ancl is domiciled in Kenya. The entity's principal activity is farming, hotel hospitality
and tourisrn.

For Ketlvitn Companies Act reporting pulposes, the balance sheet is represented by the statement
of tlnanciltl position and the profit and loss account by the statement of profit or loss and other
comprchcrrsive inconre in these flnancial statentents

STA'tl|t\lltN'I'OF COMPLIANCE AND BASIS OF PREPARATION

The linancial statements have been prepared on a historical cost basis. The preparation of
flnancial statements in couformity with International Financial Reporting Standards (IFRS) allows
the use ot'r'stimates and assumptions. It also requires management to exercise judgement in the
process ol' applying the entity's accounting policies. The areas involving a higher degree of
judgement or complexity, or where assumptions and estimates are significant to the financial
statelnenls. are disclosed in Note 4.

The tlnancill statements have been prepared and presented in Kenya Shillings, which is the
functit-rnal lrncl reporting currency of the company.

The flnarteial statements have been prepaled irr accordance with tlie Public Finance Management
Act 2012. the Companies Act 2015, and International Firiancial Reporting Standards (IFRS). The
accountttlu policies adopted have been consistently applied to all the years presented.

3. API'I,l('r l'l()N ()F Nliw ANt) REV|SED tN't'EItNATtoNAL FINANCIAL
RIit,()r{ r't N(; s'I-ANDARDS (t FI{S)

i) Ilelo:urt new standards and amendments to published standards effective for the year
cntled 30 June 2019

/FfiS l6: Lesses

Tlte ttc:vv standard, effective for anrrual periods beginning on or after lst January 2olg,
introcluces a new lessee accor-rnting rnodel, which requires a lessee to recognise assets and
liabilitie's lbr all leases with a term of more than 12 nronths, unless the r-rnderlying asset is of
lou'r,itlue'. A lessee is requrired to recognise a right-of-Lrse asset representing its right to use the
unclcrlving leased asset and a lease liability representing its obligation to make lease
pavrrcrrts.

l6



Egerton U nivcrsity Investment Company

Annual ltcports nnd l-inancial Statements
For the year cnded June 30, 2019

NOTES'l'()'l'lItl FINANCIAL STATEMENTS (Continued)

I. AI'I'I,I(]A-I-ION OI? NEW AND REVISED INTERNATIONAL FINANCIAL
R I,l l)OIITI N G S'I'AN DAttDS ( I FIf S) (Conrin ucd)

i) Relo'ant new standards and amendments to published standards effective for the year
eutled 30 June 2019(Continued)

Application of IFRS l6 requires light-of-use assets and lease liabilities to be recognised in
respcct ol''most operating leases where the Company is the lessee.

II?Rl('2.7: Uncerlninty Qysy ittcome lox lreolntents

'I'hr: irttcrpletatiott adct'esses the determination ol'taxable profit (tax loss), tax bases, unused
ta.r lrrsSeS, ut-tusecl tax credits and tax rates. when there is uncertainty over income tax
treatnrcnts under IAS 12. It specifically considers:

. W'hether tax treatments should be considered collectively

. Assrlmptions for taxation authorities' examinations

. The detennination of taxable profit (tax loss), tax bases, unused tax losses, unused tax
credits and tax rates

. '['he elfbct of changes in t-acts and circumstances

Amenlnrents to lfn.S 9 titled Prepayment Features ntith Negative Compettsotion (issued in
October 20ln

Tlre amctrdments, applicable to annual periods beginning on or after I Janr:ary 2019, allow
entitic:s to mc'itsure pre payable flnancial assets with riegative cor.tlpensation at amortised cost
or lirir i'itlue throurgh otliercomprehensive inconre if a specified condition is met.

Amerttlments to IAS 28 titled Long-term Interests in Associcrtes ond Joint Ventures (tssued
in October 2017)

'l-lte anrendments, applicable to annual periods beginning on or after lst January 2}lg,clarifu
tlrett an eritity applies IFRS 9, rather than IAS 28, in accounting for long-term interests in
associal.cs and joint ventures.

Amettdments to lIrR^S 3 - Annucrl Improvetnents to IFRSs 2015-2017 Cycle , issued in
Dec'ctnber 201 7.

T.lre itntettclments, applicable to annual periods beginning on or after I st January 2019, provide
adc'litional guidance on applying the acquisition method to particular types of business

cornbination.

t7



Egerton Iinir crsify Investment Company

Annual ltepurts and liinancial Statemcnts
For the year cnded June 30, 2019

NOTBS'l'O'l'llE FINANCIAL STATBMENTS (Continued)

3. AI'I,i,i('A]'I()N OF NTiW N NI) IiEVIStiD IN'TT'RNATIONAI, FINANCIAL
I{ lil li( i l'l'l'l N ( ; S1'AN DAItDS ( I FI{S) (Con rin ued)

i) Rclcr itrtl new standards and amendments to published standards effective for the year
cnded 30 June 2019(Continued)

Amendments to IFRS II - Annual Improvenrcnts to IFRSs 2015-2017 Cycte , issued in
December 2017

-l'lte 
ttrttcttdtnettts, applicable to annual periods beginning on or after lst January z}lg,clarify

that r'vhc'tr arr entity obtains joint control of a business that is a.ioint operation. it does not re-
measrlre its previor-rsly held interests

Ameniments to IAS 12 - Attnuol Intprovements to /lrR.Ss 2015-2017 Cycte , issuecl in
December 20I 7

J'lrc rtntcttclments, applicable to annual periods beginning on oralter lst January 20lg,clarify
that all income tax corlsecluences of dividends shourld be recognised when a liability to pay a
cliviclerttl is recognised, and that these income tax consequences should be recognised inprofit
ot' [oss. other contprehensive income or equity according to where the entity originally
recognisecl the transactions to which they are linked.

Amendments to IAS 23 - Annual Improvements to IFRSs 2015-2017 Cycte , issuecl in
Decenrber 2017

'flre arrterrc'lments. applicable to annual periods begirtning on orafier lst January 20lg,clarify
thut the costs ol' borrowings made specifically lor the purpose of obtaining a qualiffing asset
that is strbstantially completed can be included in the determination of the weighted average of
borrou, ing costs fbr other qr-ralifying assets.

Amettdments to IAS l9 titled I'lon Amendntenl, Curtoilnrcnt or Settlement (issued in
I'ehrtrurl, 2018)

T'he tttttetrclments. applicable to plarr amendments, curtailments or settlements occurring on or
afier tlrc beginning of the first arulual reporting period that begins on or after lst January ZOlg,
recluires an entity to use updated actuarial assumptions to determine current service cost and
net intcrest for the remainder of the annual reporting period after the plan amendment,
curtailtrtent or settlement when the entity re-measures its net defined benefit liability (asset) in
the r.nauner specified in the amended standard.

The itl"rove uew standards and amendments are effective fbr the year ended 30 June 2019 and
havc ttoI been applied in preparing these financial statements. None of these is expected to
havr' ir significant effect on tlie financial statement of tlie company.

l8



Egerton tinivcrsity Investment Company

Annual lleports and Financial Statements
For the y_qar cnded June 30, 2019

NOTES'l'O 1'l.IE FINANCIAL STATEMENTS (Continued)

3. AI)I'I,I(]AI'ION OIi NIiW ANI) IIEVISI|I) INTTIITNATIONAL FINANCIAL
R 1,. l'{ } lt'l'l N ( ; S'I'AN DAILDS ( I FI{S) (( )on rin ued)

ii) Neu' lnd amended standards and interpretations in issue but not yet effective in the year
endecl 30 June 2019

IIIRS l7 lrtsurance Contracts (Issued l8 May 2017)

IFRS l7 requires ittsurance liabilities to be measured at a current fulfillment value and provides a

ntore trttifbrm tlteasLlrentent and presentation approach for all insurance contracts. These requirements
are clcsigrted to acltieve the goal of a consistent, principle-based accounting for insurance contracts.
IF ltS I 7 srrpersedes IFRS 4 Insurance Contrttct:; as of I January 2021 .

Amenlnrcnt$ lo Rel'erences to the Conceptual Franrcwork in IFRS Sttrndards (Issued 29 Morch
20llt- .,lpplic'ohlelitr unnuol periods baginning I Jutruory 2020)

l'trgctltcr rvil.lt the revised (-ortc:<tlttuul Fruntev,ork published in March 20l8, the IASB also issued
-,Ttrratrtltttt'trl.t to ReJerenc'e.\ lo lhe (,'oncepluul Franrcyvork in IFRS Standards.The document contains
AIIICII(ITIICIItS tO II]RS 2. IFRS 3, IFRS 6, IFRS I4. IAS I,IAS 8, IAS 34, IAS 37, IAS 38, IFRIC I2,
lFl(l(' 19. IFltlc 20, IFRIC 22, and SIC-32. Not all amendrnents. however update those
pl'oll()uncetnertts rvitlt regard to references to and quotes fi'om the framework so that they refer to the
reviseil ('ortc'epluul Franrcv,ork Some pronouncenrents are only updated to indicate which version of
thc' fiitrrtcwork they are referencing to (the IASC frarnework adopted by the IASB in 2001, the IASB
fi'atnesork of 2010, or the new revised framework of 2018) or to indicate that definitions in the
starr(lirr'(l have not beerr updated with the new definitions developed in the revised Conceptual
Frurr tvtrttrk .

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

l9



Egerton University Investment Company

Annual lleports and Financial Statements
For the y_qar ended June 30,2019

NorES TO 'rttE FINANCIAL STATEMENTS (Continued)

3. AI,PI,I( I\.I.ION OIT Ntiw AND IIIiVISEI) IN.TERNATIONAL F.INANCIAL
ItIll'>()lt"{ lNG SI"ANDAIIDS ([FRS) (Continued)

iii) Earl1, acloption of standards

T'hc t:tttitl'did not early - ac'lopt any ltew or amended stanclards in year 21lg -2019.

iii) STJMMAIT \' 0II SIGNIFICANT ACC]OLTNTING POLICIES

Tl-re principle accouuting policies adopted in tlie preparation of these financial statements are set
out belovr,:

a) Ilevenue recognition

Reventtc is recognised to the extent that it is probable that future economic benefits will flow to
the conrpitnv and the revenue can be reliably measured. Revenue is recognised at the fair value of
consiclerittiotr received or expected to be received in the ordinary course of the company s
activities- nct of value-added tax (VAT), where applicable, and wheir specific criteria have been
met ltr'c,cli of the company s'activities as clescribed below.

i) ltevenue from the sale of gootls and services is recognised in the year in which the
uolllpany delivers products to the customer. the customer has accepted the products and
collectability of the related receivables is reasonably assurred.

iit Other income is recognisecl as it accrltes.

b) Propertl,, plant and equipment

All cltegories of property, plant and equipment are initially recorded at cost less accumulated
deprc.ciation and impairment losses.

Gtrirls and losses on disposal of items of property, plant and equipment are determined by
cotttpitt'itrg the proceeds fiom the disposal with the net carrying amount of the items, and are
recognised in profit or loss in the income statenlent.

c) Dcprcciation and impairment of property, plant and equipment

Deprcc:iation on property. plant and equipment is recognised in the income statement on a
straight-line basis to write dowtr the cost of each asset to its residr-ral value over its estimated
tusclirl lile. l'he annual rates in use are:

13uilcliirgs and civil works
Plant lncl machinery
Motot rchicles, inclr.rding ntotor cycles
Conrlrrrters and related equipment
Olfice eqr"ripment, fumiture and fittings

2.5 % (40 years)
20% (5 years)
25% (4 years)
33.3% (3 years)
12.5% (8 years)

A firll ,-ear's depreciation charge is recognised in the year of asset purchase and none in the
ye'ar ol' asset disposal.

20



Egerton []nir t,rsiQ lnyestment Company

Annual ltcports and l,'inancial Statements
For the eaI cnded June 30,2019

NorES 'I'o 't'Hll FINANCIAL SrA"I'EMENTS (continued)

3 SUMIVI,A'ITY OF SIGNIFICANT ACCOUNT'ING I'OLICIES (CONtiNUCCI)

d) Inventories

lnt'ctttories are stated at the lower of cost and net realisable value. The cost of inventories
cotrtlrrises purchase price, impor-t duties. transporlation and handing charges, and is
clctclnrinecl orr the moving average price methocl.

e) 'l'i.irtlc :rnd other receivables

'l raclc trnd other receivables are recognised at fair values less allowances for any
Uncollectible aurounts. These are assessed for impairment on a continuing basis. An estimate
is tltacle of dotrbtfirl receivables based o,', u ,"ui"* of all outstanding amounts at the year
enc1. lJacl debts are written ofTafter all efforts at recovery have been exirausted.

0 'l'axation

('urrent income tax
(.lltt'rs'trt income tax assets and liabilities lbr the current period are measured at the amount
erpected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
usc'cl to conlpute the amount are those that are enacted or substantively enacted. at the
rcp()r'tirlg date in the area where the Entity operates ancl generates taxable income. Current
illcottte tax relatitrg to iteurs recognized clirectly in net assets is recognized in net assets and
rrtit irr thrr stateluent ol. flnaucial perfbrrnance.

('ut't'cttt income tax assets and liabilities for the current periocl are nleasured at the amoLlnt
c\pectccl to be recovered from or paid to the taxation authorities. The tax rates and tax laws
ttsc-cl to compLlte the amourt are those that are enacted or substantively enacted, at the
t'eporting date in the area where the Entity operates and generates taxable income. Current
ittcottte tax relating to items recognized directly in net urr.t, is recognized in net assets and
I\4atiagement periodically evaluates positions taken in the tax ieturns with respect to
situittions in whiclt applicable tax regulations are subject to interpretation and establishes
pnr i,isions where appropriate.

g) Cash and cash equivalents

('aslt trnd cash eclttivalents cotriprise cash on hancl and cash at ba1k, shoft-tenn deposits on
crrll itncl highly liqurid itrvestments with arr origirral maturity of three months or less, which
a|c |cailily con'u'ertiblc" to known amoLults of cash and ari surb.iect to insignifica,t risk of
cliitttgcs iu value. Bank account balances include amoLrnts held at the Centra] Bank of Kenya
alltl ilt t'arious Cotnnlercial Banks at the end of the reporting periocl. For the pu.por., tf
thuse litlaucial statements. cash and cash equivalents also inciude short term cash imprests
attcl ilcivances to authorised public officers and/or institutions which were not surrendered or
uccounted for at the end of the financial year.
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NO'l'i :S'l'O'fllE ITINANCIAL STATEMENTS ((_.ontinued)

STII\TJ\I,i.I{\'0I.'SI(;NIFICAN'T ACCOUN-TIN(; I'OLICIES (CONtiNUCCI)

h) llorxrn,ings

Intel'est bearing loans and overdrafls are initially recorded at fair value being received, net of
issLl(. costs associated with the borrowing. Subsequently, these u.. .n.uruiecl at amortised
cost ttsitrg the effective interest rate method. Arnortised cost is calculated by taking into
accor.ll)l any isstte cost and any discount or premium on settlement. Finance charges,
irlcltrtlirtg premittms payable of settlement or redentption are accollnted for on accrual basis
ilrltl ttrc acldecl to the carrying anrount of tlie instrument to the extent that they are not settled
iLr the period in which they arise.

i) 'l'ratle and other payables

-[rrt.lc 
ltttcl otlter payables are tron-interest bearing apd are carried at amoftised cost, which is

Ilruil:itll'c'd at the f'air value of contractual value of the consideration to be paid in future in
t'cslrect ol'goods and sert,ices supplied. whether billecl to the entity or.not, less anypayments
nruclc [o the suppliers.

j) Retircment benefit obligations

'l'lle cotlpany contributes to the statutory National Social Security Fupd (NSSF). This is a
clcfirled contribution scheme registered under the National Social Security Act. The
collll)llrlv's obligation under the scheme is lirnited to specific contributiols legislated from
tinre to l.irrre ancl is currently at Kshs.200 per employee per month.

k) l:)xclrange rate' differences
'l hc accotttltit-tg t'ecords are maintained in the functional cuffency of the primary economic
cttr it'onttlettt in which the entitl' operates. Kenya Shillings. Transactions in foreign
ctrt'tcttcies dr-rring the year/period are translated into the functional cLlrrency r.rsing the
crcltitnge rates prevailing at the dates of the transactions or valuation where items are re-
Ittcrt.;ttrecl. Any loreign exchange gains and losses resulting flom the settlement of such
lr'itttsltctions and from the translation at year-end exchange rates of monetary assets and
liabilitit's denomitrated in f,oreign currencies are recognised in profit or loss.

22



Egerton [.lniver.sity Investment Company

Annual Reports and Financial Statements
For the ),ca r en6lsfl Juns 30,20lg

NorBS To't'ilti FINANCIAL STATEMENTS (continued)

4 ST]N,li\I.,tIT}' OF SIGNIFICANT ACCOTiNI'IN() I'OLTCIIIS (CONtiNUETI)

l) Butlgcr inlbrmation
'l'lte o[iginal btrdgct lor FY 2018-2019 was approved by the Boar.d of Director on ll May20lri.

'l he' cntity's budget is preparecl on a different basis to the actual income and expenditure
cliscl,sed in the finartcial statenrents. The financial statements are prepared on accrual basisttsilrg a classification based on the nature of expenses in the statement of financialpet'tirrtuance- whereas the budget is prepared on a cash basis. The arnounts in the financial
stalelllents were recast from the accrual basis to the cash basis and reclassified byprescrttation to be on the same basis as the approved budget. A comparison of budget a,dacttlttl itntouttts. prepared on a comparable basis to the appiued budget. is thel p..rrlnt.d intltc' slrttement of' comparison of budget and actual amounts. In addition to the Basis
clil'ict'e nce. ad.iustrrlents to amounts irr the financial statements are also made for diffbrencesin thc firrmats ancl classiflcatiorl schemes adoptec'l for the presentation of the financial
stutcnrunts ancl the approved budget.

;\ st:rtctlent to reconcile the actual amounts on a comparable basis ipclldeci i. the statement
ol'cotttpitrisou olbuclget and actual arrourlts and the actuals as per the statement of fi,ancial
pct'l'bt'tltance has been presentecl under in page l5 of these financial statements.

m) (Jomptrative figures

siherc necc'ssaD/ comparative figures fbr the previous financial year have been amended orrecorrligured to confb'm to the required changes in presentatio,.

n) Subsec;ucnt events
'l'herc: have been no events subsequent to the flnancial year end with a significant impact on
thc fi*;.r,cial staternents fbr trie year ended .lune 30. z0lg.
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NOTES TO'l'llE FINANCIAL STATEMtrNTS (Continued)

sIGN l lrt(tAN.r
tlN('l'll.l'l'z\ I N"f Y

.ITIDC; IiM IiNTS AND SOI-IRCES OF ESTIMATION

The preprrltrtion of the Entity's financial statements in conformity with IFRS requires
manaEicnr(^nt t() rnake judgnrents, estimates and assumptions that affect the reported amounts of
re-verlLrcs. r.\penses, assets and liabilities, and the disclosure of contingent liabilities, at the end
of the rcporting period. However, uncertainty about these assumptions and estimates could
result in outcornes that require a material adjustment to the carrying amoLrnt of the asset or
liability afl'ected in future periods.

State all ltrdgements, estimates and assumptions made: e.g

Estimates zrnd assumptions

'Ihe key assumptions concerning the furture and other key sources of estimation uncertainty at

the reporting date, that have a significarrt risk of causing a material adjustrnent to the carrying
anlolrnts ot'assets and liabilities withirr the next financial year, are described below. The Entity
basecl its irssunrptions and estimates on paranleters available when the financial statements were
preparr'c1. I'lou,ever. existing circumstances and assurmptions about future developments may
chanue cluc to rnarket changes or circumstances arising beyond the control of the Entity. Such
changes ale reflected in the assun:ptions when they occur.

Usel'ul lives and residual values

The r.rseftrl lives and residual values of assets are assessed using the following indicators to
infbrm potcrrtial future use and value from disposal:

. The condition of the asset based on the assessment of experts employed by the Entity
o 'T'he nature of the asset, its susceptibility and adaptability to changes in technology and

processlJs

o T'he natlrre o1'the processes in which tlie asset is deployed
o Availatrilitl, o1'firnding to replace the assets

o C'hanges in the mzlrket in relation to the asset

Valuation
'fhe company relies on an indeperrdent agricr,rltural valuer to determine the appropriate value of
Biolclgical assets at the end of the year.
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NOTES TO TI{E FINANCIAL STATEMENTS (Continuect)

5 REVBNUE

2018- 2019 2017-20t8

Kshs Kshs
Cli'rss sales ol'goods 38,564,731 s0,065, I 85
Gross sales <ll services 79,212,795 68,954,167
Less: Value added tax orl gross sales

'fotal
117,777,526 ll9,0lg,g52

Sale of goods reltrs to income fi'om fbmi produce inch-rding niilk, beef, rnutton, wheat, maize,
hay amongst others and sale of services ref-ers to income fi'om hospitality business including
accommodation, conf'erence facilities, food and beverage services etc.

6 COST OF SAI,TTS

2018- 2019 2017-2018
Description Kshs Ifths

C-ost of salcs orr goods 11,259,274 14,973,250
Cost of salcs orr sclvices 21,407,229 26,336,012
'l'otal

44,665,503 41,309,262

7 OTHBR INCOME

Other incotlrc is mainly attribr-rtable to liire charges fl'om provision of harvesting services to
or"rtsiders using company machinery and equipment.

2018- 20L9 2017-2018
Description Kshs Kshs
Hire Charges 77 5.780 700,000
Business Centre receipts 162,3'11 8,750
Other Sen,icc Salcs 103,761 136,207
Othel nr iscc.l laneous rc-cei pts 25s.520 27,000
I'ot:rl 1,297,439 871,957
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NOTIS TO TIIE I.'INANCIAL STATEMENTS (Continuect)

8 OTHER GAINS AND LOSSES

9 (a) ADMINISTRATION COSTS

2018- 2019 2017-2018
Description Kshs Ifths
Foleign exchange gairrs / (losses)

Unrealized gains/(losses) in Biological Assets (Note l3) 3,559,77 5 (6,616,9 l6)
Total 3,559,775 (6,616,916)

2018-2019 2017-20t8
Description Kshs Kshs
Staff costs (note 9 b) 55,425,589 61,309,906
Directors' entol unleuts 2.t20,069 2,132,397
Electricity and r.vater 4,l36,lgg 2,514,112
(.onununication scrvices ancl su pplies 708.680 6t 1,248
1 r'ansportal ion, tlavel I ing and su bs isterrce 2,014,930 l,4gg,5l0
Aclvertising. prirrtirrg, stationery and photocopying 1,615,214 l,l4g,33g
StafT train irrg cxpenses 454,165 561,940
Insurance costs 137,482 24,861
Bank charges arrd conrnrissions 507,053 330,558
Office and general supplies and services 43,937 32,338
A ud itors' reut u lreration

Legal fees r25,000 1,201.067

C)onsultancy. l'ees 3s0,500 888,000
Repairs and rrraiutenance t,445.764 2,647,137
Provision ltrr'lracl anrl c'loubtful debts

Other operat inu c.xpenses 20,539,569 16,057,212
'I'otal

89,623,149 90,947,624
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NOTES TO THE I,'INANCIAL STATEMENTS (Continued)

e(b) STAFF COSTS

I0 l'tNANCI,I ('Os't's

2018- 2019 2017-2018
Description Kshs Kshs
Sa laries arrd ir I lorvances ol penraltent ernployees 38,220,595 40,428,561

Wages of tenrpolarv ernployees r3,585,342 14,849,107

Cclrnpulsoll, rrat ional health insurarrce schetnes l9,l I 5

('clnrpu lsort, rrat itlrra l soc ia l secu ritl, sclrenres 654.747 137,600

Gratuity 2,6t2,694 5,57 5,446

Staff welfarc 333,095 318,192
'fotal 55,425,589 61,308,906

The average nunrber of employees at the entl of the year
was:

Permanent enrployees '' Management 4 4

Permanent errr ployees -otlrers 73 78

Temporary arrd contlacted ernployees 99 112

Total 176 194

2018-2019 2017-2018
Description Kshs Kshs

lnterest expeltse on loans 433,802 4l1,098
Interest expcnse on bank overdrafts
'l'otal 433,802 411,098
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

1r 0PERATTNGPROFTT(LOSS)

2018-2019 2017-2018

Description Kshs Kshs

The operating profit/(loss) is arrived at after
charging/(crediting) :

Staff costs (note 9 b) 55,425,588 61,308,906

Depreciation of property, plant and equipment 9,917,954 10.027,005

Provision for bad and doubtful debts

Directors' emoluments - fees 2,120,069 2,132,397

other

Auditors' remuneration - current year fees

- prior year under-provlsron

Loss on disposal of property, plant and equipment

Interest receivable

Interest payable 433,802 4l I ,098

Total 67,897,413 73,879,406
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NOTES TO Tl{li FINANCIAL STATBMENT'S (Continued)

13 BIOLOGICAL ASSBTS

2018-20t9 2017-2018
tion Kshs Kshs

Bearer Assc'ts : Animals 29,002,000 29,546,000
Bearer Assets - Plant 33, t09,375 I5,435,000
Total 62,111,375 44,991,000

Beat'er Asscts (artirtrals) cornprise of clairy anirnals, sheep and pigs at various stages of growth and
bearer asscts (plants) cotnprise of crops at clift-erent stages of rnaturity including maize, wheat, barley,
hay, horticultulal crops etc.

The valuation of biological assets were conducted by valuer's from the ministry of Agriculture. The
movemenl lbl the year was as follows:-

I4 INVBN'I'ORII'S

ii'
rl

rll

i,l

2018-2019 2017-20t8
Description Kshs Kshs

Bear Assets - Anirnals (544,000) ( 195,000)
Bearer Assets - Plant 4,103,775 (6,421,916)
Total 3,559,775 (616I 6,8 I6)

2018-2019 2017-2018
Description Kshs IGhs
Engineeling stores 505,300 569,320
Statiorrerl and eral stores 3,106,812 18,039,493

Total 3,612,112 18,607,913
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NorES To rHE ITINANCIAL STATEMENTS (continuetr)

ls (a) TRADB AND OTHER RECBIVABLES

l5 (b) TRADB Rric-ETvABLES
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2018-2019 2017-2018
Description Kshs I(shs

Trade reccivables (note l5 (b)) I I 5,099,979 I 19,761,126
Deposits and prepayments

VAI'lecove-r'able

Staff reccivables (note I5 (c)) 1,367,947 1,343,594
Other reccivable-s

Cross tlaclc ancl other receivables Il,6,457,726 121,104,710
Provision lbr bad and doubtful receivable

Net tratlc ancl other receivables 116,457,726 121,104,710

2018-20t9 20t7-2018
tion Kshs Kshs

Gross tlirclc receivables r r5,089,879 I19,761,126
Provi sion lirr doubttirl receivables

I l5,0gg,g79 119,761,126

At June -10. the ageing analysis of'the gross trade
receivablcs \vas as follows:

Less tharr .i0 days 3,378,127 5,762,296
Between 30 and 60 da 3,g26,ggg 738,09 t)
Between 6l arrd 90 da 1,717,733 2,337,965
Between 9l and 120 days 177,497 922,049
Over 120 days 105,999,643 t t3,477,007

I15,089,979 119,761,126
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NorES'I'o'I'tIr'r FINANCIAI. S'I'A'I'uMENTS (continued)

ls (c) SI'AIIF tiltCtiIVABLDS

16 BANK AND CASII BALANCBS

The rrrake ,p oi barrk barances ancr short terrn creposits is as fbilows:

Detailctl rrn:rh,sis of the cash anct cash equivalents

2AI8-2019 20nau8,
Kshs IGhs

Cross staf'l loarrs and advances 1,367,947 1,343,594
Provisirlt tlrr irrr pairment loss

1,367,947 1,343,594

Less: Anrounts clue within one year t.367,847 r.343,584

Arlt.lrrrrls tltrc alicr. one l'

:

rl

I

t'

I

.t

I

2018-2019 2017-2018
Description

s Kshs
Cash at banli (2,840,977) (4,763,57 5)
C'ash in hancl 13,535,193 13,535,193
Total 10,694,216 g,77l,6lg

2018-2019 2017-2018

Financi:rl institution Account
number KShs KShs

a) C'urrcn(:rccount

Ken1,a Comnrercial bank I t3686927 I (1,244,701) (1,620,111
Kenya (-lomnrercial bank I 101907339 (t41,724) (752,004)
l(enya C'ontrnercial bank t t09628668 (1,454,552) (2,391,460)
Sub- lotnl (2,840,977) (4,763,575)

b) Othcr.s(spcci )

Cash in Lransit

cash in harrd t3,535, t93 I 3,535, I 93
M pcsrr

Sub- total 13,535,193 13,535,193
Orarrrl tolirl 10,694,216 8,771,619
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NOTBS'ro'I'Ht't T"tNANCIAL S'TATBMEN'I'S (Continuecr)

17 ORDINAITY SIIARE CAPI'I'AL

Ege'ton [.Jrrivc'sity Irrvestrnent cornpany is a cornpany limited by guarantee

I8 RESBRVIIS

The rese.vcs represent the conrpany's accumulated losses.

I9 BORROW'INCS

lhe analysr:s ol'both external and domestic borrowings are as follows:

2018-2019 20t7-2018
tion Kshs IGhs

Balance irt ll nning of the year 152,807,959 148,156,994
Dornestic borrorvin during the year 2,3l,I ,949 7,407,959
Ilepil)'ntcnts ol'domestics borrowings cluring the

af (5,000.000) (2,756,984)

Bal:rnce al end of the r 150,1lg,g07 152,907,959

Less: Amounts due with one year (current ion) (2,699,051)

Amounts tlue alter one year (non-current
t50,1lg,g07 150,1lg,g07

2018-2019 2017-2018
Description Kshs IGhs
Dorncstic liorrow rngs

l(en Sh illin loan fiorn KCB Bank 2,31I ,949 2,699,051
Ken Shilling loan fi.om Egefton Universi ty 4,719,907
l-otal balanoe at end of year 2,3ll,g4g 7,407,959

'!

i

i

I

I
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NOTES'tO Tlll': l'INANCIAL S'TATBMENTS (Continued)

20 TRADE AND O'THER PAYABLES

2t

Description

Trade payables 60,560,043 56,784,436
Other es 55,461,630 54,057309

116,021,673 110,841,744

RETIREI\{EN'I' BENEFIT OBLIGATIONS
'lhe contpartl contributes to the statLrtory National Social Security Fund (NSSF). This is a defined
cotttlitrtrtiotr scltettte registerecl under the National Social Security Act. The company's obligation under
the scherne is lirnited to specific contributions legislated from time to tirne and is currently at Kshs.200
pel employu'e per nronth.
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NOTES'l'O'[Hl,] ITINANCIAL STA'I'BMENTS (Continued)

22 NOI'ES'I'O'I'HI'S1'A1'EMEN'I'OI'CASH FLOWS

2018-2019 20t7-2018
Description Kshs Kshs

(a) R.econciliation of operating profit/(loss) to
cash generated from/(used in) operations

Operati ng profi t/(loss) (12,087,715) (19,392,992)

Depleciatiorr 9,917,954 I0,027,005

Intc'rcst expense 433,902 4l 1,099

(Cain)/loss on disposal of property, plant and
ecluipnrcnL

Ollcrating prolit/(loss) betbre working capital
cltanges'

(l,735,959) (8,954,789)

(lrrcleasc)/clecrease in inventories 14,995,701 (6,645,434)
(lnclctrse)/decrease in trade and other receivables 4,646,984 ( I I,795,495)
lncrease/(decrease) in trade and other payables 5,179,928 10,598,303

Increase/(decrease) in Biological assets ( 1 7,1 30,375) 17,321,070

Cash generated fronr/(used in) operations 5,956,278 523,655

(b) Analvsis of changes in loans

[]alance at beginnirrg of the year r52,807,958 I 48, I 56,994

llcceipts during the year 2.3t t,949 7,407,958

ltcpay nrents during the year (5,000,000) (2,756,994)

I{cpavrnents of previous yeat's accrued interest

Accruecl interest

llllance at enrl of the year 150,119,907 152,807,959

(c) Analysis of cash and cash equivalents
('ash at bank 3,054,961 2,855,884

C'ash in lrand 7,639,255 5,915,734

Balance at end of the year 10,694,216 8,771,619
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NOTES 1'O'fH ll I,.tNANCIAL STA'IEMEN.I.S (Continuect)

22 NO'I'I|S'I'0.S'I'A'I'IIMENTOFCASI.IFI,OWS

2018-2019 2017-2pt8

Kshs Idprrt
d Ana of interest d

lnterest on loans 433,902 4ll,0gg

433,902 4l l,0gg

23 RI'LATI'D PARI'Y DISCLOSURES

Egerton []niver.silt,
[:gerlort I lrtiversit) is the principal shareholder of the con]pany. holding 100% of the company's equity
intc|cst. l-:gelton LJrriversity had provided loan guarantees to KCB Bank Kenya Lirnited for borrowings
nor.r, tirl l), r'epaic1.

'l'ransactions u,ith related parties

l8-2019 7 I

Sales to related rties

143 r63 565 8

29 98,970 78325

Total

Sales ol'services
of sto

rton Universi
Un iversSales

34 133 3l
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

24 TNC'ORPORA'I'ION

Thc entity is ittcot'porated in Kenya underthe Kenyan Companies Act and is domiciled in Kenya.

25 EVENTS AFTBR THE REPORTING PERIOD

fhere were no tnzrterial adjusting and non- adjusting events after the reporting period.

26 CURRENCY

The financial statements are presented in Kenya Shillings (Kshs).

!
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l'.gerlort I ttirt't..ilr lrtrt.slrrtelrl ( otll)il 1\

..\nrrrlrI lteporls irrrrl l. ilrirrrciirI Sllrtcrrrents
l"or lhc r e:rr e ntletl ,lulrc 30, 2() l()

Al'l'li\l)l\ l: l'l{(xiRt..ss ()\ t.()t,Low t,p o} .\r. t)t tot{ t{t,.( o}tMt-\t),\ I toNS

I hc lt'lllrrr ittg ts tlrt'sttltrttttt'\ ()l i\\ire:.i raiscd b1 llrc crtelnrrl lrrrtliltrr. alr(l lniutilsct)t(nl c()n.llncnl.s tltilt
\\cre l)l'()\'idcil to tltc ltttditttr. \\ e lt.rvc norninatec'l loetrl pcr',rrr: lrr [esrrlrc th( \irfirtur i\\uc\ il5 shourr
bcltlu rritlr thc assouiated tirnc liarrc rritlrin rvhiclr \\c e\lleet tlrc i:sueS 1., [g 1'grtrlrcd.

Refercnce
No. on

the
external

audit
Report

lt

Issue /
Observations
from Auditor

IJnaccounted li.rr

Iray rer,'en uc

I lnsupported
loans advanced
brv F-gerton

[. rr ivers ity
ln v estrtterrt

corn pan)

LJnlim ited grant
o I su per rights in
sage accounting
system

Focal Point
person to

rcsolve the
issue (Name

and
dasignution)

I-arrn

\{ artlger

\,lrrrauing
[)ircelor

Status:
(Resolved /

Not
Resolved):

llcsolr e d

Nttl
rcst,lv e d

Timefrarne :

(Put a date
whqn you
expgct the
issue to bte

resolved)

1.0

Nlanagement
comments

I he unaccounted
nnr()ur.lt was attribulilhlr:
t)\\ n uSe lor tbedirrg
I ir cstock and mulclrirr'.r
in lrorticultLrre. Own
u\e is no\\ reCOrdcd

irrrcl rcgular
rceone iIiations dorrc
\lan;.rgernent is in
c\'n\UltAti()tr witlt tlrc
I nir clsitl t0 prepare il
li,r'rnirl leglrl agrcerncrrt
:l.rting lhe terrns and
!t'll(liti()11\

I he eornpany's head ol
aeeounting has now
beerr granted limited
rights in Sage
.\e counting sJste_nt

Managing
D irector

( hai ol'thc []traril

l.r eso ed

Managing [)i ol'

Date il Itl hplq

'11

Datc rr l n IIqrl
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