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Chemelil Sugar Company Limited
Annual report and financial statements
Forthe year ended 30 June 2913
STATEMENT OF DIREGTORS' RESPONSIBILITIES

The Companies Act (Cap. 486) requires 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 results forthat year. lt also requires the directors to ensure that the company maintains
proper accounting records which disclose with reasonable accuracy the financial position of the
company. The directors are also responsible for safeguarding the assets of the company.

The directors accept the responsibility for the 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 lntemational Financial Reporting Standards
and the requirements of the Companies Act (Cap. 486). The directors are of the opinion that the
financial statements give a true and fair view of the state of the financial affairs of the company as at
30 June 2013 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 the preparation of the financial statements, as well as on the adequacy of the
systems of internal financial controls.

Nothing 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

t^-
the board of directors on ( I \'l-'-b 2014 and signed on its behalf by:

MANAGING DIRECTOR

^--i ' ."

CHAIR PERSON
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3 Chemelil Sugar Company Limited
Annual report and financial statements
For the Vear ended 30 June 2013

REPORT OF THE CHAIRPERSON

ffiJtSffi:E ?3?i3i&:: 
report on the perrormance or chemetit susar company Limited ror the year

Overview

The company continued to record low performance in_the year under review compared to 2012t2013 financial
ffiT"1*3r:i";ffi?1Jffi"r3,?#3'il1,T:'[t3]'lrr[" tverarr perrormance rolir,e v",,,,. ,n op"i,tins

Operations

A total of 140'527'13 tonnes of cane was ground in the year as compared to 31g,730 tonnes the previousyear' The Nucleus Estate supplied 28,570.i3.torn"r Jriiii tn" y"rr as compare d sz,4s4tonnes of cane in

3P::J""ffii[3flr'3Jl"J;11H."", 
cane supplv while the t""'r"'. supptied 11'1,ss7 tonnes representins B0%

All the cane supplied was ground at a TC/TS ,{l^ol]9-,o6,to produc e 7,3z3.t9during the year as comparedto 16'752 tonnes of sugar the previous year. The production represents a 55% decrease compared to theprevious year' sugar quality remained niln as the c;;;;;yietaineo tne x"nvi i*"u, of standards (KEBS)Diamond Mark of Quality brown sugarl .The comfi"yi"iommitted to 6xp-noing its market strare byincreasing sales of commodity and brinded sugar.

The company carried out rehabilitation of the factory rehabilitation during the year. Major refurbishments weredone on pre mills, mills boilers and process nouse among oGr rru". Rtt freie resulted in improvement in allthe key parameters in the factory. By the end of f:fiJrrv ig1!, the factory recoroeo a TC/TS of 11.77,factory time efficiency ot 71A% aia cost per tonne of xsns. lg3og.

During the year the company received a total of Kshs. 510 million from Kenya sugar Board for both factoryrehabilitation and payment of farmers' arrears. The company utirized xsirs. +50 million of the loan toundertake a major rehabilitation of the factory while the remaining 60 million was used to setile farmersarrears' The company received approvalof Ks-hs.12o million iogn fqom Kenya sugar Board to procure turbinealternator' This is expected to turn the fortunes of the comprny iol. the benefit of all stakeholders.

Financial Results

The Company recorded a pre-tax loss of KShs. 938.16 million in the year. This was attributed to the sevenmonths factory shut down during the rehabilitation proce... in" significant increase in the loss was alsoattributed to low throughput and adverse sugar conversion ratio.

Future Prospects

The company's 5 ye-1-sgggic plan (2012113- 2016t2o17) major objective is to attain optimum utitization offactory capacity at 3000 TCDand 26d tonnes of sugar p"iori oy zolntzors. rneJcompany arso targets toavail 580,000 tonnes of cane in 2a12l2o,11,"nf ird;;-i,rogressivety to 840,000 tonnes of cane in201612017 by the end.of the five year period. The cane vieiJiJalso projected to increase from slTCH to 63.This will guarantee adequate cane supply to faclory rn'etnaJortactoryrenaniritation carried out in the yearhas significantly improved factory pe#ormance.. rnis is expedLo to be sustaineJ in the next financial year.The installation and commissionihg ot rurbine Atternatoi viirri"ou"" the cost of power significanly and turnaround the fortunes of the company for the benefits of the key siakeholders.

t..
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a Chemelil Sugar Company Limited

Annual report and financial statements
Forthe vear ended 30 June 2013

REPORT OF THE CHATRMAN (CONTTNUED)

The COMESA safeguard measures are expected to end by February 2014. Government agencies have
indicated that they will request for an extension. However, the Company's improved performance should
enable it survive the competition in its market place. Prudent financial management that include deliberate
cost management initiatives will continue to be implemented to return the company to profitability. More land
in the catchment area is being put under cane to meet the factory expansion requirements. The cane
development programme will continue into the next year where a further 3,100 hectares are targeted.

Privatlzation

Due diligence report on privatization of state owned sugar mills has been presented to Privatization
Commission, the Company is optimistic that the process will be completed within the next 12 months.

Appreciatlon

On behalf of the Board of Directors, I wish to express my gratitude to all our cane farmers who have stood
with us during these difficult times and have now redoubled their efforts in cane farming, the Kenya Sugar
Board for all the facilitation, and our materials suppliers. I also wish to thank the cane transporters, cane
development contractors and the sugar customers for their valued support in the last one year. Finally, I

would also like to take this opportunity to sincerely thank the management and staff for their hard work and
continued commitment to ensure the above achievements. I also take the opportunity to thank the
Government for the facilitation and support accorded to us. As we move into the seventh cycle of the
performance contracting process, the Board is optimistic that we shall all improve our performance, meet our
targets and better the future for the Company for the benefit of our stakeholders.

MRS.MARGARET K. CHEMENGICH
CHAIRPERSON

4(b)
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RAL ON CHEMELIL SUGAR COMPANY LIMITED
013

REPORT ON THE FINANCIAL STATEMENTS

The accompanying financial statements of Chemelil Sugar Company Limited set out onpages 7 to 32, which comprise the statement of financial position al at 30 June, 2013,and the statement of comprehensive income, statemeni of changes in equiiy andstatement of cash flows for the year then ended, and a summary of significant accountingpolicies and other explanatory information have been audited on my behalf by pKF,
auditors appointed under the provisions of section 39 of the public Audit Act, 2003. Theaudit has been carried out in accordance with the provisions of Article 22g of theconstitution of Kenya and section 14 of the Public Ruoit Act, 2003. The auditors haveduly reported to me the results of their audit and on the basis of their report, I am satisfiedthat all the information and explanations which, to the best of my knowledge and belief,were necessary for the purpose of the audit were obtained.

Board of Director's Responsibility for the Financial statements

The Board of Directors is responsible for the preparation and fair presentation of thesefinancial statements in accordance with lnternational Financial neptrting Standards andfor such internal control as the Board determines is necessary to enablJ the preparation
of financial statements that are free from material misstatement, whether due to fraud orerror.

The Board is also responsible for the submission of the financial statements to theAuditor-General in accordance with the provisions of section 13 of the public Audit Act
2003. 'rYv'!s'rvr'

Auditor-General's Responsibility

My..lesponsibility is to express an opinion on these financial statements based on theaudit and report in accordance with the provisions of section 15 (2) of the public AuditAct, 2003 and submit the audit report in compliance with Article z.zgil of the Constitutionof Kenya. The audit was conducted in accordance with lnternational standards onAuditing. Those standards require comptiance with ethical requirements and that theaudit be planned and performed to obtain reasonable assurance about whether thefinancial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amou nts and
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ri"'ff1XffLr:rxli:f"#,'j;:ce obtained is sufficient and appropriate to provide a basis
Basis for eualified Opinion
1. Going Concern

The statement-of-comprehensivg 
ilcome for the year ended 30 June 2ol3refrect a ross

of Kshs. e38, 1 68, 50 t (zo ii )ioD, KJr. in',i,',d ir,/r,,,l rdril; in- I""r, urated rosses of
Kshs'2,614,s42,643. 'ilrio'iiion, 

tne current'r,.ltirfui".-b;H;; Ii r.nr. 1,s44,87s,s44exceeded the current assets finr:: :r Krh..6;i,ul1ss ,,"*it]rg-ir., negative working
iii3l#J5'J:r!:fl1;:,1,',ffi 

at 30 June i;;'3"'il;;"*;y'iJtn",."rore 
tecnnica,y

l;:.i*Ifffi h,ff !lT1;'.Hffi :,i"nil;1,:;f#S:,,",.,il"Xr,:#inJE[ j,.iil,Ji
2. Export Sugar

fti!::-:flJ,, ;l:Try!?:'rfff ''ifi'T:;. ##, 
ore indicated that 

-on 
diverse datescontravention or the vAr A;i: ;;; q76 ot til;;" 

"rtl:",[:T$:ri,J:[%rl,Ti[ ffi;3iffn",#ffi:?Lr3i;x 
(j: ;.,i, qao,6a' ieili'inr to three companies ostensibry ror

However' information available indicated that the sugar was not exported but was
apparen'v sord in the rocar ,rrL"t.^ $-" i"lrri'Jr,nJ iir"grL. Jrrc, Kenya Revenue
Authoriry dema nded 

" "r 
r-li'Llrlr". ae, zoe s z6 rior- tn" c"r El. r,,,ir *m itted VAT a nd

penatties. rt was however, ,"t *ty.t"ril;-;;p;:ffi h;J;;r#;, ror export ended
up in the locat ':ikgl F;il;;rtnorsn it H;;", exprainld *rai tne issue has nowfl:T#:?:flJl$j*1ii"'p"i"" r;ilnu",tis,tio;;, [i"-.,r" had not o""n concruded as at
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3. Under pricing of sugar sales

As reported in the previous year, information available indicated that on diverse dates
between February 2009 and March2010, the Company sold 100,000 units of 50kg bags
of sugar to a local company at a price of Kshs.220,000,000 while the ruling market price
stood at Kshs.346,921,600. The Company thus incurred a loss in revenue amounting to
Kshs.126,921,600. No plausible reason has however been provided for this clearly
unsatisfactory state of affairs, and while the issue has been taken to court, the outcome of
the case had not been determined as at the time of this report.

4. Long-term service dues and gratuity

As reported in the previous year, included in the other accrued liabilities is
Kshs.302,529,099 relating to provision for long term service dues and gratuity. The
company did not undertake an actuarial valuation of these provisions as per the
requirements of lnternational Accounting Standards (lAS) 19 - Employee Benefits. lt is
therefore not practicable to quantify the financial effects of the misstatements.

5. Statutory liabilities

The company has not been paying statutory liabilities due to the Keya Revenue Authority
and the Kenya Sugar Board on the due dates. The management has included
Kshs.835,497,501 for these liabilities in the trade and other payables balance disclosed
under note 26 of the financial statements. However, the accuracy, completeness,
existence and valuation of this balance could not be verified in the absence of a detailed
analysis of the amount. lnterest and penalties on the outstanding balance have not been
quantified by the management. The Company indicated that a payment plan has been
agreed with the regulatory bodies, however the plan was not availed for audit verification.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of the Company as at 30 June 2013, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Financial
Reporting Standards and comply with the Companies Act, Cap. 486 of the Laws of
Kenya.

REPORT ON OTHER LEGAL AND REPORTING REQUIREMENTS

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

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

ln my opinion, proper books of account have been kept by the Company, so far as
appears from my examination of those books; and

3
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The Company's statement of financial position and statement of comprehen
income are in agreement with the books of account.

Edward R.O. Ouko, GBS
AUDITOR.GENERAL

Nairobi

26 May 2014

4
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L Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

OF PROFIT

Revenue

Cost of sales

Gross (loss)

Fair value (loss) in biological assets

Other operating income

Administrative expenses

Other charges and expenses

Operating (loss)

Finance costs

Finance income

(Lqss) before tax

Tax

(Lo.ss) for the year

Other comprehensfue income:

Revaluation surplus on property, plant and equipment

Defened tax on revaluation surplus of property, plant and
equipment

u.838,137) 6.4'.13,560)

Notes

12

2

3

2013
Shs

561,741,019

(1,201,561,520\

(639,820,501)

(3,111,8e7)

60,511,045

(256,365,755)

2012
Shs

1,511,574,395

fi.850.127 .023)

(338,552,639)

(11,828,061)

35,599,619

(374,010,629)

4

5

6

7

I

10

11

(84A,625,245)

(98,966,658)

(694,205,269)

(86,717,9e4)

1.423,402 3.802 ,773

(777,120,460)

(22,350,811\

(q38,168,501) (799,471,271\

2,092.9s8,061

1.154,789,560 (799.471 ,271\

(88.68) 05.57\

(938,168,501)

(Loss) per share 13

The notes on pages 11 to 32 form an integral part of the financial statements.

Report of the independent auditor - pages S and 6
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Chemelil Sugar Company Limited
Annual repoft and financial statements
For the ended 30 June 2013

GAPITAL EMPLOYED
Share capital
Revaluation reserve
Retained earnings

Shareholderc'funds

Non-current liabilities
Borrowings
Other accrued liabilities
Government grant

REPRESENTED BY

Non+urrent asseb
Property, plant and equipment
Biological assets

Current assets
Biological assets
Loan to outgrowers
Trade and other receivables
lnventories
Cash and cash equivalents
Tax recoverable

Gunpnt liabilities
Trade and other payables
Directors' cun'ent account
Borrowings
Dividends payable
Government grant

As at 30 June

Notes
2013
Shs

211,591,620
3,140,738,185

12,613s42,643\

2012
Shs

211,591,620
1,067,106,575

(1.695. 700,593)

14
'15

16
18
19

737,787,162 (4'17,002,398)

2,197,824,446
334,212,016
24,415,788

1,510,768,979
314,189,401

35.778,104

2,556,452,250 1.860.736,383

3,294,239,412 1,443.733,995

4,545,458,348
12,002,473

2,470,964,399
84.274,274

4,557,460,821 2.5 662

21

22
23
24
25

20
21

26
27
16

19

207,127,981
11,379,441
84,959,365

334,436,299
27,958,891
15,792,158

137,968,077
13,709,505

116,946,680
369,054,679

18,052,7U
1 878

681,654,13s 671.427 ,583

1,861,071,423

62,742,018
9,699,787

11,362,316

1,551,124,179
/ 4nn nnn
-, tvvrvvv

206,645,979
9,699,797

11,362,316

1,944,875,544 1,782,932,260

Net cunent (liabilities) (1,263,221,409) (1,111,504,677\

3,294,239,412 1,443,733,995

The financial *atements on pages 7 to'\\ \C3 2o14and
32 were approved and authorised for issue by the Board of Directors on
were signed on its behalf by:

CHAIR PERSON MANAGING DIRECTOR

The notes on pages 11 lo 32 fsmr an inteEral parl of the financial statements.

Report of the independent auditor - pages 5 and 6
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I Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

Year ended 30 June 20i2

At start of year

Realised on disposal

Transfer of excess depreciation

Total comprehensive (loss)

At end of year

Year ended 30 June 2013

At start of year

On revaluation

Transfer of excess depreciation

Total comprehensive (loss)

At end of year

Notes

15

15

Share
capital

Shs

211,591,620

Revaluatlon
resen e

Shs

1,126,966,511

(9,030,300)

(50,729,636)

Retalned
earnings

Shs

(955,989,258)

9,030,300

50,729,636

Total
Shs

392,469,973

(799.471 ,271\ (799.471 ,271)

211,591,620 06,575 fi ,700't.067.1 u17

211,591,620 1,067,106,575

2,092,958,061

(19,326,451)

(1,695,700,593) (417,002,398)

2,092,959,061

19,326,451

168.501 168,501)

211.591,620 3. 140.738.18s _Q,614.542.643\ ?"? ?R? 1"2

The notes on pages 11 to 32 form an integral part of the financial statements

Report of the independent auditor - pages S and 6
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Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

OF CASH FLOWS

Operatlng activities

Cash (used in) cperations
lnterest paid
lnterest received
Tax paid

Net cash (used in) operating activities

lnvesting activities
Purchase of property, plant and equipment
Proceeds on disposal of property, plant and equipment

Net cash (used in) investing activities

Financing activitis

Proceeds from KSB borrowings
Repayment of KSB bonowings
Net movement in bank borrowings
lnterest charged
Directors account

Net cash from financing activities

lncrease/(decrease) in cash and cash equivalents

Movement in cash and cash equlvalents

At start of year
lncrease/(decrease)

683,016) (21,277,195)

Notes
2013
Shs

1?n2 447 A7n\
\vvvrvv r ,v, el

(98,966,658)
1,423,402

(95,280)

(137,417,899)
(86,717,964)

3,802,773
(208,613)

2012
Shs

aa

20

G01.1 96,406) (220,54'.1,703)

(13,444,216)
721,200

(21,378,500)
101,315

fi12.

535,151,122
(15,154,760)
143,605,815
69,053,391
(4,100,000)

36,350,502
(3,171,350)

54,489,238
1,500,000

728,555,568 89.1 68,390

214,676,146 (152,650,498)

(203,859,274)
214,676,146

(51,208,776)
fi52. 650,498)

10.816 ,872 (203,859,274)At end of year 25

The notes on pages 11 to 32 form an integral part of the financial statements.

Report of the independent auditor - pages 5 and 6
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L Chemelil Sugar Company Limited
Annual repoft and financial statements
For the ended 30 June 2013

SIGNIFICANT AGCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out below
These policies have been consistently applied to allthe years presented, unless otherwise stated.

a) Basis of preparation

The financial statements have been prepared under the historical cost convention, except as indicated
otherwise below and are in accordance with lnternational Financial Reporting Standards (IFRS).

These financial statements comply with the requirements of the Kenyan Companies Act. The
statement of profit or loss and statement of comprehensive income represent the profit and loss
account referred to in the Act. The statement of financial position represents the balance sheet
referred to in the Act"

(i) New and amended standards adopted by the company

The company has applied the amendments to IAS 1 presentation of items of other comprehensive
income in advance of the effective date. The amendments introduce new terminology for the statement
of comprehensive income and income statement. Under the amendments to IAS '1, the 'statement
of comprehensive income' is renamed the 'statement of profit or loss and other comprehensive
income' and the 'income statement is renamed the statement of proflt or loss'. The effective date
is for annual periods beginning on or after 1 July 2012.

(li) New standatds, amendments and interpretations issued but not effective for the financla!
year beginnlng I July 2O12 and not adopted in advance of the effective date"

lmpact of Standards and lnterpretations:

The directors anticipate that the adoption of new Standards, Amendments and lnterpretations
resulting from the lnternationalAccounting Standards Board (IASB)'s improvements to
IFRS issued in 2A12 will have no material impact on the financial statements of the company.
The IASB's annual improvements process deals with non-urgent, minor amendments to standards.

b) Gritical accounting estimates and judgements

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

(i) Key sources of estimation uncertaintlr

Management has made the following assumptions that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year.

- Biological assets - ln arriving at the fair valuation of biological assets, the management estimate the
success rate of plantlng at 55 tonnes of cane per hectare. Should the success rate fall by 10%
from the estimate assumed by the management, the fair valuation of biological assets would
decrease by Shs 26,491,833. The significant assumptiond used are set out in Note 21.

11



Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

srGNrFtcANT ACGOUNTTNG pOLtCtES (GONT|NUED)

b) Critical accounting estimates and judgements (conflnued)

- whether property, plant and equipment and trade receivables are impaired.

- whether inventories have become obsolete.

c) Revenue recognition

Revenue represents the value of sugar and molasses supplied by the Company net of the Sugar
Development Fund Levy, Value Added Tax, rebates and discounts.

The company recognises revenue when the amount of revenue can be reliably measured, it is probable
that future economic benefits willflow to the entity and when the specific criteria have been met for
each of the company's activities as described below. The amount of revenue is not considered to be
reliably measured until all contingencies relating to the sale have been resolved. The company bases
its estimates on historical results, taking into consideration the type of customer, type of transaction
and specifics of each arrangement.

i) Sales are recognised upon delivery of products and customer acceptance.
ii) lnterest income is accounted for in the period in which it is earned.
iii) Rental income is accounted for in the period in which it is earned.

d) Translatlon of forelgn cunencles

Transactions in foreign cunencies during the year are converted into Kenya shillings (functional
currency), at rates ruling at the transaction dates. Assets and liabilities at the reporting date which
are expressed in foreign currencies are translated into Kenya Shillings at rates ruling at that date.
The resulting differences from conversion and translation are dealt with in profit or loss in the year
in which they arise.

e) Property, plant and equipment

All property, plant and equipment is initially recorded at cost and thereafter stated at historical cost
less depreciation. Historical cost comorises expenditure initially incrrrred to Lrr.ing the asset to lts
location and condition ready for its intended use.

Freehold land, buildings and plant and machinery are subsequently shown at market value, based
on periodic, but at least triennia!vafuaticns b.r, external independent,*aluei.s, less subsequent
depreciation. Any accumulated depreciation at the date of revaluation is eliminated against the
gross carrying amount of the asset, and the net amount is restated to the revalued amount of
the asset.

Subsequent costs are included in the asset's carrying amount or recognised 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 derecognised. All other repairs and maintenance are charged io profit or loss during the
financial period in which they are incured.

lncreases in the carrying amount arising on revaluation are credited to a revaluation reserve in equity.
Decreases that offset previous increases of the same asset are charged against the revaluation
reserve; all other decreases are charged to the statement of comprehensive income. Each year the
diff-erencebehueen depreciation based on the r-evalued ear:rying amount of the asset (the depreciation
charged to the statement of comprehensive income) and depreciation based on the asset's original cost
is transferred from the revaluation reserve to retained earnings.

12
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I Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

stGtilFtcANT ACCOUNTTNG pOLtctES (coNTtNUED)

e) Property, plant and egulpment (continued)

Freehold land and work-in-progress are not depreciated.

Depreciation on the-remaining property, plalt and equipment is calculated on straight linebalance basis to write down the cost oi each asset to its residual value over its estimateduseful life using the following annual rates:

l) Buildings and roads
Rate %

Buildings
Roads

li) Plant, equipment and machinery

Factory plant and machinery
lrrigation project
Agricultural implements
Wheeled tractors and cane loaders
Crawling tractors
Trailers and caterpillar implements

lll) Motor vehlcles and other equlpment

Lorries and Landrovers
Other Vehicles
Office machines, fittings and equipment
Household eguipment
Office furniture
Computer Hardware

2.50%
12.25%

5.00%
6.67o/o

10.00%
12.25%
10.00%
8.33Yo

16.670/o

20.00%
20.00%
20.000A
10.00%
33.33%

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at eachreporting date.

An asset's carrying amount is written down immediately to its recoverable amount if the asset,scarrying amount is greater than its estimated ,,""or".=bl" amount.

Gains and losses on disposal of property, plant and equipment are determined by comparing theproceeds with the carrying amount and are taken into account in determining operating (loss).on disposal of revalued assets, amounts in the revaluation reserve relating to that asset aretransferred to retained earnings.

f) lmpalrment of non-flnancial assets

Assets that have an rndefinite useful life are not subject to amortisation and are tested for impairmentannually' Assets that are subject to amortisation are reviewed ror impairment whenever events orchanges in circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds itsrecoverable amount' The recoverable amount is tnl higrrer of an asset's fair value less costs to sell andvalue in use' For the purposes of assessing impairmenl, assets are grouped at the lowest levels forwhich there are separatery identifiabre ca"riflor"s lcasn-geneialing units;.

Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment atthe end of each reporting period.
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Annual repoft and financial statements
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srGNtFtcANT ACCOUNTTNG poltctEs (coNTtNUED)

g) Financial instruments

The company's financial assets which include cash and bank balances, trade and other receivables
and tax recoverable fall into the following category:

Loans and receivablqs: financial assets with fixed or determinable payments that are not quoted
in an active market. Such assets are classified as current assets where maturities are within 12
months of the reporting date. All assets with maturities greater lhan 12 months after the reporting date
are classified as non-current assets. Such assets are carried at amortised cost using the effective
interest rate method. Changes in the carrying amount are recognised in the profit orloss.

Purchases and sales of financial assets are recognised on the trade date i.e. the date on which the
company commits to purchase or sell the asset.

A financialasset is impaired if its carrying amount is greater than its estimated recoverable amount.
The amount of the impairment loss for assets caried at amortised cost is calculated at the
difference between the assets carrying amount and the present values of expected future cash flows,
discounted at the financial instrument's effective interest rate. lmpairment losses are taken into
account for determining operating (loss).

Financlal llabilities

The company's financial liabilities which include borrowings and trade and other payables fall into thefollowing category:

Flnanclal llabilities measured at amortised cost: These are initially measured at fair value and
subsequently measured at amortised cost, using the effective interest rate method.

Borrowings are initially recognised at fair value, net of transaction costs incurred and are subsequenly
stated at amortised cost' Any difference between the proceeds (net of transaction costs) and the
redemption value is recognised as interest expense in the profit or loss under finance costs.

Fees associated with the acquisition of borrowing facilities are recognised as transaction costs of the
borrowlng to the extent that it is prcbable that some cr all cf the facilit;es .,.,,i11 be acquii.ed. !n this case
the fees are defened until the drawn down occurs. lf it is not probable that some or all of the facilities
will be acquired the fees are accounted for as prepayments under trade and other receivables and
amortised over the period of the facility.

All financial liabilities are classified as current liabilities unless the company has an unconditional
right to defer settlement of the liability for at least 12 months afier the reporting date.

Financial liabilities are derecognised when, and only when, the company's obligations are discharged,
cancelled or expired.

Offseltl ng fl n an ci al i n stru m ents

Financial assets and liabilities are offset and the net amount is presented in the statement of
financial position when there is a legally enforceable right to offset the amounts and there is an
intention to settle on a net basis, or realise the asset and setfle the liability simultaneously.
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stGNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

h) lnventories

lnventories are stated at the lower of cost and net realisable value. Cost is determined by the first-infirst-out (FlFo) method. The cost of finished goods and work in progress comprises raw materiats,
direct labour, other direct costs and related pioduction overheads, but excludes borrowing costs. Netrealisable value is the estimate of the selling price in the ordinary course of business, less the costsof completion and selling expenses.

i) Cash and cash eguivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand,deposits held at call with banks, net of bank overdrafts.

Restricted cash balances are those balances that the company cannot use for working capitalpurposes as they have been praced as a rien to secure borrowings.

ln the statement of financial position, bank cverdrafts are included rvithin borrowings in current liabilities

j) Share capital

Ordinary shares are classified as equity.

k) Divldends

Dividends are recognised as a liability in the period in which they are declared. proposed dividends aredisclosed as a separate component of equity until declared.

l) Taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised inprofit or loss, except to the extent that it relates to items recognised in equity. ln"tnis case,
the tax is also recognised in equity.

Current tax
Cunent tax is provided on the results for the year, adjusted in accordance with tax legislation.

Deferred tax
Defened tax is provided using the liability method for all temporary timing differences arising
between the tax bases of assets and liabilities and their carrying values fir financial reportingpurposes' Currently enacted tax rates are used to determine dJferred tax. Deferred tax assets
are recognised only to the extent that it is probable that future taxable profits will be available
against which temporary timing differences can be utilised.

m) Employee entitlements

Employee entitlements to gratuity and long service awards are recognised when they accrue
to employees. A provision is made for the estimated liability for such entilements as a result
of services rendered by employees up to the reporting date.

The estimated monetary liability for employees' accrued annual leave entiflement at the reporting
date is recognised as an expense accrual.
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stGNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

n) Retircment benetit obligaflons

The company operates a defined contribution staff retirement benefit scheme for its permanent
and pensionable employees. The scheme is administered by an insurance 

"orp"ny. 
The company,s

contributions to the defined contribution scheme are charged to the statement oi comprehensive
income in the year to which they relate.

The company and its employees contribute to the National Social Security Fund (NSSF), a
statutory defined contribution scheme registered under the NSSF Act. ThL company,s
contributions to the defined contribution scheme are charged to the statement of comprehensive
income in the year to which they relate.

o) Blological assets

Biological assets are measured at their fair value less estimated point-of-sale costs. The fair value
is determined based on market prices in the local area.

p) Government grants

Government grants related to assets, including-non monetary grants at fair value are presented in the
statement of financial position by setting up the grant as defenld income.

The government grant is recognised as income on a systematic and rational basis over useful lives
of the assets.

q) Gomparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation
in the current year.
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1. Basis of preparation of financial statements

At the reporting date current liabilities exceeded current assets by Shs. 1,262,221,409
(2012: Shs.1,'l11,504,677). There was a deficiency in shareholders fund of Shs.417,002,398 on 30 June
2012. The company has accumulated losses amounting to Shs.2,614 ,542,649 (2012:1,695,700,Sg3). The
company meets its day to day working capital requirements through borrowings from its bankers and
Kenya Sugar Board.

The directors have prepared projected cash flows covering the periods after the reporting date. On the basis
of expressions of support from the company's lenders, this cash flow information and other financial
information, the directors consider it appropriate to prepare the financial statements on a going concern
basis.

2. Revenue

Gross sales
Less: Value Added Tax

Sugar Development Levy
Discounts

Net sales

Gross sales comprising of the following:
Revenue from sale of milled local sugar
Revenue from sale of molasses

Total revenue

3. Costofsals

Cost of cane
Factory costs
Decrease in closing inventory of sugar

Total cost of sales

4. Aggregate galn/(loss) arislng from changes in fair
value on blological assets (Note 2l e)

Sugar plantation
Livestock

5. Other operating income

Miscellaneous income
Gain on disposal of property, plant and equipment
Physical inventory adjustment
Government grant
Bad debts recovered
Rentalincome

(169 ,4s5)

561,741,019 1.511.574,385

2013
Shs

672,732,234
(89,330,070)
(21,491,VA)

647,919,865
24,812,369

672,732,2U

516,315,253
711,726,005

11,362,316

10,796,740

_60,51 1,04s_

2012
Shs

1,812,333,074
(242,466,162)
(58,292,527)

1,757,930,054
54,403,020

1,812,333,074

1,244,710,837
620,340,901

11,362,316
1,090,690

11 ,763

e6.479,738\ 14.924,725

1,201,561,520 1,850.127 ,023

3,006,897
105,000

11,998,061
(160,000)

3,111,897 11.828.061

37,886,719
465,270

11,939,950

Tota! other operating income
17
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Chemelil Sugar Company Limited
Annual repoft and financial statements

6. Admlnistrative expenses

Finance and administration department
.Loss on disposal of properry, ;t;;l;;;"quipment
Human resource aepartmeni

Total admlnlebative oxpensoa

7. Othercharges and expenses

Provision for bad and doubtful debts
- 

!?.rn" to outgrowers (societies)
- Other receivables

Total other charges and expenses

8. Operatng (toss)

The following items have been charged/(credited) in aniving atoperating (loss):

Depreciation on pronefy,. plant and equipment (Note 19)(Gain)/loss on disposat or prop"rtv, pl;;i; equipmentAggregate loss due to changes in'f"ir rrl*'rn
biological assets(Note 4)
Auditors, remuneration
Directors, emoluments: salaries
Directors' emoluments; fees
lnterest expense
Other receivables - impairment
r_oan outgrowers _ impairment
Repairs and maintenance
Staff costs (Note 9)

Staffcosts

For the ended 30 June 2013

Salaries and wages
Leave pay and allowances
Pension fund contribution:
- Deflned conti.ibution scheme
- Nationalsocial Security Fund

2013

97,068,124

2012
Shs

140,199,914
13,146,432

220,664.283

374,010.62s

--_

Shs

159,297.631

256,365. 755

340,075
1,498.062 5,41 3,560

1,838.1 37 5,413,560

9.

131,612,386
(465,270)

3,111,897
1,750,000

10,259,400

98,966,658
1,498,062

34A,075
385,008,744
456,716.433

440,334,673
1,953,134

i232A,i55
2,108.471

456.71

133,402,591
13,146,432

11,828,061
1,500,000

11,773,159
1,500,000

86.717,964
5,413,560

243,894,895
451 .340

434,04s,035
3,212,912

i2,529,993
2,1 98,400

6,433 451,986. 34010. Finance costs

Bank overdraft interest
Loan interest
Mobilization charges

Total finance costs

11. Finance lncome

lnterest indome

8,538,644
90,428,014

31,919,710
54,489,238

309.01 o

98,966,658
--' 86.717 ,964

_J423,402
This represents interest income from roans advanced by the company to farmers.

18,

3,802.773
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12. Tax

Weighted average number of shares

(Loss) per share

14. Share capital

Authorised, issued and fully paid
10,579,581 (2012:10,S79,58i) ordinary shares of Shs. 20 each

15. Revaluation nesene

Property, plant and equipment

Current tax
Defered tax charge (Note 16)

The tax on the company's (loss) before tax differs from the theoretical amount that wouldarise using the basic rate as foliows:

(Loss) before tax
168. 501)

Tax calculated at a tax rate of 30% (2012: 3O%) (281,450,5s0)

Tax effect of:
- Deferred tax not recognised
- expenses not deductible for tax purposes

Tax charge

24fi
Shs

(165,012,360)
445,800.296

2012
Shs

22,350.811

22,350.81 1

13. (Loss) pershare

(Loss) per share is carcurated by dividing the (ross) attributabre toequity horders of the company by the we-ighted 
"16rg" *;br, orordinary shares in issue during the year

(Loss) attributabte to equity hotders (938.1

22.350.811

68, 501) (799,47'l ,27 1)

10,579.581

(88.68)

-,

(?552t

211,591.620 211,591.620

3,269,329.795

-.

06,5751,067.1

(777,120.460\

(233,136,138)

(220,624,3'lg)
476.111 ,268

10 581

Property, plant and equipment
- Freehold land
- land and buildings
- plant equipment and machinery

The movements in reseryes were as follows:
Freehold land

784.7 48,017 215.344,174

3,264,419.632 1.067 ,1

447,061,152
952,938,848

447,061,152

1,400,000,000
1,079,671,616

447,061,152
404,701,249

At start of year
lncrease in fair value

At end of year

19
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Chemelil Sugar Company Limited
Annual report and financial statements
Forthe year ended 30 June 2013
NOTES (CONTTNUED)

15 Revaluation reserve (contlnued)

Bulldlngs

At start of year
Movement in revaluation
Transfer of excess depreciation
Deferred tax on excess depreciation transfer

At end of year

Plant equlpment and machlnery

At start of year
Movement in revaluation
Transfer of excess depreciation
Defened tax on excess depreciation transfer

At end of year

Revaluation reserves are not distributable

16. Bonowlngs

The bonowings are made up as follows:

Non.cunent

Bank loan
Kenya Sugar Board loan

Cui-rent
Bank overdraft (Note 25)
Bank loan

Total borrowlngs

98,005,815
2,099, 818.631 1.510. 768,878

2,197,824,M6 1,510,769,879

17,142,018
45,600,000

206,645,979

62,742,019 246,645,979

2,260,566,4U 1,717,414,857

2013
Shs

404,701,249
681,760,754

(9,700,554)
2,910,166

1,079,671,616

215,344,174
581,939,906
(17,908,662)

5,372,599

7U,748,017

2013
Shs

2012
Shs

20
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16. Borrowings (continued)

Borowings are secured as follows:a) Bank overdrafts:
- A debenture for Shs.145 million over the assets of the coKenya Sugar Board; 'r re qDDE.u ur Ine company ranking pari passu with
- Legal chargeover ptoP"tty L'R' No.s' 11840, 1611/4 and 1612/4in the name of the company;- Letters of awareness frornparent-Ministry 

"inJi"rit*"tr sum of shs. 145 milrion;b) Kenya Sugar Board loan

- Debentures over the company,s assets.

weighted average effective interest rates at the year end were: 'o;"' ,o::,

ffxn*J,i?:oBoardloan ,* ,*14.5 _ 1r.s?
ln the opinion of the 

l,::^:loo, the. carrying amounts of short-term borrowings approximateto their fair value; Fair.values ,re orseJ.o'n oiscounteJ;; i# ,sing a discount rate basedfr:"lrffi ::i::*''n 
rate that *re airectJrs-expect wouro ue ava-irrir" to the company at the

,Hffi:S5l"J,;T5#[T?li;XiiJiliJffjl.,*:""ffi'r'J:n rairvarues to the company,s rons-rerm

The carrying amounts of the company,s bonowngs are denominated in Kenya shirings.

Maturity of non-current borrowings

Between l and2years
Over 2 years

2012
Shs

2013
Shs

1,510,768,878
s35,151,122
69,053,391

1,423,100,488
36,350,502
54,489,238

2,150,377,670 1,510,768,878
47 446 776

Proceeds during the year
lnterest charged
Repayments during the year

At end of year

There were no undrawn facilities as at the reporting date

fi5, 154,760) 8.17 1

2t

2,099.81 8.631 1,510 768,878
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17. Deferred tax

At start of year
Statement of comprehensive income (credit) (Note 11)

At end of year

Deferred tax is calculated' IIYI, on all temporary timing differences under the liability method usinga principal tax rate of 3oo/o (2012:30%). The movement on the deferred tax account is as follows:

812)

Defened tax assets and liabilities and the deferred tax charge in the statement of comprehensive income areattributable to the following items:

2013
Shs

--

(Gredit/charge
to statement

of comprehenslve
income

Shs

(165,731,898)
509,870,816

11,621)

2012
Shs

22,350,812

Deferred tax liabilities
Property, plant and equipment
- historical cost
- revaluation surplus
- biologicalassets

Deferred tax assets
Other temporary differences
Tax loss canied forward

Net dcferred tax llabllitv

At start of
year

Shs

(238,318,073)
(289,166,169)

(66,050.757)

(593,534.99e)

94,256,832
499 167

593,534.999

-

At
end of
year
Shs

(72,586,175)
(79-o,036,995)

739.136)

u3.827.297 $37 ,362. 296)

(6,006,773)
(337,157,911)

100,263,605
836,436.078

(343.164.684 936.699.683

Deferred tax assets on tax losses canied torlaf are only recognised to the extent of certainty of availabilityof sufficient future taxabre profits to utirise such rosses 
"glir,.t. 

" "'

No provision has been made for the above deferred tax asset, which includes an asset arising from tax lossesamouting to KShs 3'338' 161 
'4 

59 (2012 KShs 2,399,ozaBldi 
-u""rrr" 

it is not expecteJ that the company wi,have taxable profits in the foreseeable future against which trre temporary differences and tax losses can beutilized' The Kenyan income Tax Act requires tax losses to be utiLed within four v"",. r., the date which they
fr:ii}::t'd 

and for anv tax losses incurred before t ,t"u-ri)iiio 
"r" 

deemed to have been incurred on

22



GFT

pr
Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 201 3

18. Otheraccrued liabitities

At I July 2011

At start of year
Statement of comprehensive
income charge
Paid/utilised during the year

At end of year

At1 July 2012
At start of year
Statement of comprehensive
income charge
Paid/utilised during the year

At end of year

19. Govemment grant

At start of year
Amount recognised

Atend ofyear

Current
Non- current

8,809,251 242,633,376 46,007,275 2g7,44g,go2

Provision for
gratuity

Shs

4,O75,062
(400,000)

1 13

12,484,313

993,030

Provision for
long-term

selvice dues
Shs

33,290,746
(10.815 ,531)

265,108.591

-

265,108,591

23,943,165

Provision for
outstanding
leave days

Shs

31,442,520
(40,853,298)

Total
Shs

68,808,328
(52,068,829)

314,1 89,401

36,596,497 314,189,401

_ 24,936,195

13,477

@.913,580) s, I

,343 289.051,756 31,682,917 334.21 2,O16

2013
Shs

2A12
Shs

47,140,420 58,502,736
n'l 6) (11,362,316)

35. 778,104 47,140,420

-

11,362,316 11,362,316
35,778,104

_35,??8,104 47.140,420

24.415,788

The grant relates to advance of Kshs. 113.2 million by the Government of Kenya to the company whichwas given for the purposes of procurement of tractors. There are no conditions attached to the grant.
The grant is recognised in profit or loss over a period of 10 years.
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Chemelil Sugar Company Limited
Annual repori and financial statements
For the ended 30 June 2013

21. Biological assets

a ) Bearerassets:

Plantations - Sugar cane

Gonsumable assets
Livestock

Total biologlcal asseb

b) Details of biologlcal assets:

i) Milk caftle

Held for meat and milk purposes

Quantitie at year-end in number of
animals
Mature
lmmature

Total beef and milk cattle

ii) Sugarcane

Held for sugarcane harvesting

2013
Shs

2012
Shs

Quantitles at year-end in number of hectares
under sugar cane plantatlon:
Plant
Ratoon

218,505,454 221,512,351

625,000 730,000

219,130,454 _222,242,351

9
11

28

240
1,306

372
1,293

26
2

20

1,547 1.665

c) Determining fairvalue of agricultural produce:

The valuation of standing cane is based on the estimated market price at the reporting date less point
of sales costs.

d) Significant assumptions made in determining the fairvalues of biotogical assets:

i) The market price of cane will not significantly change from Shs. 3,500 per tonne (2012: Shs. 3,500)

iD Growing cane has a productive life of eighteen months" Cane at age of six months and above
is assumed to mature after a period of twelve months after the reporting date.

iii) The fair value of cane per tonne is spread over the'crop life from age of one month based
on the proportion of cane development cost.

iv) Climatic conditions will remain the same.
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For the ended 30 June 2013
NOTES

21. Biological assets (continued)

e) Reconcillation of carrying amount of biorogicat assets:

i) Sugar cane plantations

As start of year
Aggregate (loss) due to changes in fair value (Note 4)

At end of year

Apportionment

Current portion
Non-current portion

ii) Livestock

As start of year

Aggregate (loss)/gain due to changes in fair value (Note 4)

At end ofyear

Total value of blological assets

Curent portion
Non-current portion

22. Loans to outgrowerc

Co-operative societies
Large and medium scale farmers
Transport and equipment loans

Less: lmpairment
Co-operative societies
Large and medium scale farmers
Transport and equipment loans

221,512,351 233,500,412
(3,006. 897) n1. 988,061)

218,505,454 221,512,351

2013
Shs

2012
Shs

207,127,981
11,377,473

137,969,077
83.il4 ,274

218.505,454 221.512.351

730,000

(105,000)

625,000

570,000

160,000

730.000

207,127,981 137,968,077
84.274.27412.002,473

219,130,454 222.242.35'l

368,968,312
49,595,718

843,365

369,825,047
50,666.657

904,680

419,407,395

(365,958,108)
(41,236,110)

(833 ,736)

421,396,384

(365,618,033)
(41,236,110)

(833.736)

408 027 954 (407,687

11,379,441 13. 708,505

ln the opinion of the directors, the carrying amounts of loan to outgrowers approximate to their fair
value.
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Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

22. Loans to outgrowers (continued)

23. Trade and other receivabtes

Trade receivables
Less: provision for impairment

Net trade receivables

Other receivables
Less: provision for impairment

Net other receivables

Deposits and prepayments

21. lnventories

Milled sugar
Factory and field stores
lviilled sugar-in-pi'ocess
Unmilled cane
Filling station
Molasses
Molasses in process
Stationery
Medicines
Goods-ln-Transit

Less: lmpairment for obsolete and slow moving inventories

The company's credit risk arises primarily from loans to co-operative sociteties outgrowers and largeand medium scale farmers. The directors have made a provision for the portion of the outgrowers lo;whose recovery is in doubt.

2013
Shs

27,758,695

2012
Shs

57,336,706
Q2.738.043\936)

5,1 62,759 663

75,093,506 107,246,621
s06) (42.61 6,026)

31,394,000 64,630,595

48,402.606 17,717.422

84,959,365 1 16,946,680

ln the opinion of the directors, the carrying amounts of trade and other receivables approximate to thfair value.

The company's credit risk arises from tradb and other receivables. The directors have made aprovision for the portion of the receivable whose recovery is in doubt.

lndividually impaired receivables mainly relate to customers, who are in unexpectedly difficulteconomic situations. These have been fully provided for as stated above.

The other classes within trade and other receivables do not contain impaired assets.

2013
Gho

28,390,469
353,252,219
zJ,o+ t,ov I

2,100,000
833,188

1,146,315
4,556,226
1,752,241
1,007,662

419,129

2012
Qhe

8,209,757
407,394,701

JU,4OZt,UU4

700,000
911,922
378,458

1,503,259
1,936,217

419,129

417,299,146 451,917,526
847) (82 847\

28

334,436 ,299 369,054,67S
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For the ended 30 June 2013

25. Gash and cash equivalents

Cash at bank and in hand
Short term bank deposits

The weighted average effective interest rate on short_term

27,959,g91 2,786,705
15,266,059

19,05r,164

bank deposits at year_end was g% (2012:6.g%)

2013
Shs

27,958,891 18,0s2,764
(1s,266,059)

7 142 01 645, 979)

274)

2013
Shs

2012
Shs

27,958,891

For the purpose of the cash flow statement.and cash eq uivalents flr" r"rr"rrirgrsrer 
I rer rr.'

Cash at bank and in hand
Short term bank deposits
tsank overdraft (Note 1S)

the year-end cash
2A12
Shs

Thecarryingamountsofthecompany,scashandcash"o,,,,,"n,ffi"o
in Kenya Shiilings.

8s9,

26. Trade and other payables

Trade payables
Cane payabtes
Value added tax
Kenya Sugar Board levy
Payroil tiabitities
Prepaid sugar sales
Other payables and accruals

Trade payables
Cane payables
Value added tax

[eny1 Sugar Board tevy
Payroll liabilities
Prepaid sugar sales
Other payables and accruals

303,066,538
210,843,006
522,260,577
262,331,,t13
98,705,528

105,970,978
47,946,439

2013
Shs

354,195,955
369,237,711
433,486,134
279,032,104
330,927,833
49,846,339

2012
Shs

44,355.44 7

s$:-,,fl:[TilHflr;:1l:.-"carryingarnountsofthecurren,ffi."-#
The maturity anarysis of current trade and other payabres is as folrows:
Year ended 30 June 2013 0to3

months
Shs

141,674,342
147,695,084

66,185,567
19,938,536

Over 3
months

Shs

212,s11,513
221,542,627
433,486,134
279,032,104
264,742,266
29,907,803

Total

354,1 85,855
369,237,711
433,486,134
279,032,104
330,927,833
49,846,339
44,355,447

_L€r-qll413

Shs

17, 179 26 61 268

___43,135,roi __L1%s3s,116
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26. Trade and other payables (continued)

Year ended l0 June2012

Trade payables
Cane payables
Value added tax

[enya Sugar Board levy
Payroll tiabitities
Prepaid sugar sales
Other payables and accruals

27. Related partlr transacttons and balances

i) Amount due to directors

At start of year
Reversal through directors remuneration

At end ofyear

The

0to3
months

Shs

121,226,615
94,337,202

208,904,231
104,932,445
39,482,211
42,399,391

Over 3
months

Shs

181,839,923
126,505,804
313,356,346
157,398,668

59,223,317
63,592,597

2013
Shs

4,100,000
100, 000)

2013
Shs

(938,168,501)

131,612,386
(.465,270\

3,111,897
(1,423,402)
98,966,659

(.11.362,316\

20,a22,615

34,618,380
31,987,315
2,329,064

15,266,059
309,947,245

(303,55rEZgI

Total

303,066,538
210,943,006
522,260,577
262,331,113
99,705,529

105,970,97g

2012
Shs

4,100,000

4,100,000

2012
Shs

(777,120,460)

133,402,591
13,207,435
11,929,061
(3,802,773)
86,717,964

(11.362,316)
16,739,499

57,635,224
9,808,889

(7,060,142)
(861,166)

333, 449,295

Shs

19.1 78,575 28 767 863 47.946.438

#4=ry_g

amount due to directors are interest free and have no specific dates of repayment.
28. Cash (used in) operations

Reconciliation of loss before tax to cash
(used in) operations

(Loss) before tax
Adjustments for:
D^epreciation on property, plant and equipment (Note 19)(Gain/loss on disposal of property, pllniano equipment
Net fair vatue loss on biologicaf assets ffloie f Ol
lnterest (income)
lnterest expense
Amortisation of Government grant
lncrease provision for other accrued liabilities (Note 1S)Changes in working capital
- lnventories
- Trade and other receivables
- Loan to outgrowers
- Restricted cash and cash equivalent- Trade and other payables

Cash (used in) operations

30
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Chemelil Sugar Company Limited
Annual report and financial statements
For the ended 30 June 2013

29. Contingentllabilities

The company has not been meeting its obligations of certain statutory payments on time. No provision has
been made in these financial statements in respect of the interest and penalties as the company is still
negotiating with the authorities on waivers on the interest and penalties and it is possible but not probable
that the action will succeed.

The company is a defendant in various litigations and claims amounting to Kshs. 90 million, which arose
in the ordinary course of business. No provision has been made in the financial statements, as the directors
believe, based on information currently available, that the ultimate resolution of these legal prroceedings is
not likely have a material effect on the operations of the company.

30. Commitments 2013
Shs

2012
Shs

Capital commitments

Capital expenditure contracted for at the reporting date is as follows

Factory and Agricultural plant and machinery

31. Risk management objectives and policies

Financlal rlsk management

33,708,839 37,745,750

The company's activities expose it to a variety of financial risks: market risk (including foreign
exchange risk, interest rate risk and price risk), credit risk and liquidity risk.

The company's overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the company's financial performance.

Cunently the company is in the process of establishing a risk management committee who will develop
risk management policies to be used in identifying,evaluating and hedging of financial risks in close
co-operation with various departmental heads.

a) Market rlsk

- Foreign exchange risk
The company's financialtransactions are denominated in Kenya shillings, and are therefore not exposed
to foreign currency risks.

- lnterest rate risk
The company is exposed to interest rate risk as it borrows fund from Kenya Sugar board and through
bank overdrafts.The risk is managed by negotiating for a fixed rate with the Banks over a period of
time. For Kenya Sugar Board loans,the company negotiates for an extended repayment schedule
that does not expose the company to penalties.

At 30 June 2013, tf interest rates at that date had been 10 percentage higher with all other variables
held constant, post-tax (loss) for the year would have been Shs. 6,563,733 (2012: Shs. 3,818,632)
arising mainly as a result of higher interest expense on variable borowings.

- Pice risk
The company does not hold any equity investment hence it is not exposed to equity securities
price risk .

31



I tt I
lFI

sChemelil Sugar Company Limited
Annual repoft and financial statements
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32. Gapital management

31. Risk management objectives and policies (continued)

Financial risk management (continued)

b) Gredit risk

credit risk arises from cash.and cash eour.valgnls, deposits with banks and financial institutions,as we, as credit exposures to customers, in"ruoirg o;;l,ioilili receivabres.

The company's policy on sugar sales o ,-1{T:l.Pefore detivery by cash or bankers cheques. ThisEi'"xl'#::JT'?iffff"::l,T:fl':J*i**,."-"#:=il approved creditperiod is sranted

The company's policy on. !3ne development loans is that the roans are granted to farmers who meetthe loaning conditions which incrud" piori.ion of adequate coraterar cover.

,?[il"n':,f,:"X'X|,]:,n"H[il,,i;; in each ri;;il;;;;;fnote in the nnanciarstatements

c) Liquidity risk

iJf"TJ,lil:',y";*?U151;nt imnlies maintainins surricient cash and cash equivarents

The company manages liquidity risk by maintaining banking facilities 
11d Kenva sugar Board Loans,

;#,r"""#:$"11,1ffiil,,ii,Jj;.rorecastLnJ actuatcish no*i 
"nJ 

,atchins the maturity profires of

[:iH:"ild 24 disclose the maturitv analvsis of bo,owings and trade and other payabres

The company,s objectives when managing capital are:- to safeguard the enti!y's ability to continu"-.. g ooino concern, so that it can continue toprovide returns for sharehorders and benefits roiot,"",. Jtrkehorders, and
;l,['i^jtff:i;#"" return to 

"r,a'"noroei, ;vil;;; products ana services commensuratery

The company sets the amount of capitar in proportion to risk. The company manages thecapital structure and makes aolustments to it in tre tigr,t oi"r,rng"s in economic conditionsanc the ;'isk character"istics of the under.rying assets. il ;";-;" maintain oi. adjust thecapital structure' the company may aliust the amount or orioena" paid to sharehorders,return capitar to sharehoroers, issue new shares, or r"rt ,"r"L to reduce debt.

LL?:'o"y 
is financed through borrowings from Kenya sugar Board and Kenya commerciar Bank

33. Country of incorporation

fffIoffi,i':"";ilf?#[:"j;""',[.";l?",,U" Kenva uniJer the companies Act as a private

34. Presentation currency

The financial statenrents are presented in Kenya Shillings (Shs).
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