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Chelmelil Sugar Company Limited

Annual Reports and Financial Statements
For the vear ended June 30, 2022

KEY ENTITY INFORMATION

Background information

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

ls currently a parastatal under the Ministry of Agriculiure, Livestock, Fisheries and Cooperatives - State Department of

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

County of Kisumu County, approximately 50 kilometres from Kisumu City'

Princlpal Activities

The prlncipal activity of the Company is to manufacture sugar and co-products from sugarcane and to establlsh and

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

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

capacity utllization, marketing and distribution, environmental management and corporate citizenship'

Directors

There were no serving Dlrectors during the year/period after the appointment of the following members of the Board

was revoked on 22 July 2020 through the Kenya gazette dated 3d August 2020 to take effect from 16 July 2022'

1.

2.

3.
4.

-5.

6.
.7.

8.

.9.

Mr. Zedekiah Kiprop Bundotich
Mr. Gabriel Nyangweso
Mr. David Osiany
Ms. Christine Atieno
Mr. George Oballa
Mr. Lilian Marjorie Wasonga Nangulu

. Principal Secretary Ministry of Agriculture
Principal Secretary, National Treasury
Development Ban-k of Kenya

10. Agricultural Development Corporation
11. VIVO Energy(K) LTD

Chlef Officers

7. Mr. Gabriel NyangweSo
2. Mr. Emmanuel Obetch Ngala

3. Mr. Joseph Onyando
4. Mr. Joseph Kiilu
5. Mr. Constance Webale

6. Ms. Lindah Kiplagat

7. Ms. Jackline Kotonya

Corporate Headquartert

P.O. Box t77-40tO7
Awasi-Nandi Hills Road

Muhoroni, Kenya

- Chalrman

- Ag.Managing Director

- lndependent Director

- lndependent Director

- lndependent Direstor

- lndependent Director

- Alternate, Ms. Jackline Kiio

- Alternate, Mr. KennedY Odhiambo

- Alternate, Mr. Jacob Mananda

-Alternate, Mr. Richard AlYabei

-Alternate, Ms. Naomi Assumani

- Exited on 22 Jul 2020

- Appointed MaY 2017

- Exited on 22 Jul 2020

- Exited on 22 Jul 2020

- Exited on 22 Jul 2020

- Exited on 22 Jul 2020

- Exited on22Jul2O2O

-Exited on22Jul2O2O

-Exited on22 lul2O2O

- Exited on 22 lul 2O2O

-Exited on22JulZO2O

- Ag.Managing Director

- Head of Finance

- Head of Agrlculture (Ag!

- Head of Faaory (Ag)

- Head of Human Resources (Ag)

- Marketing Manager

- lnternal Audit Manager (Ag)

lll

Corporate Secretary

lmage Registars

P.O. Box 9287- 00100
Nairobi, Kenya.



-

Chemelil Sugar Company Llmlted

Annual Reports and Financial Statements
For the year ended June 30,2022

KEY El.lnW INFORMATION (Continued)

Corporate Contaqts

Telephone :( 25 al 020-2031883 I 4 I 5
E-mail: chemelil@swiftkisumu.com/chemelil.mdsoffi ce@gmail.com
Website: www.chemsugar .go.ke

Corporate Bankers

1. Kenya Commercial Bank Limited
P.O. BOX 1740100
Kisumu, Kenya

2. Co-operative Bank of Kenya Llmlted
P.O BOX 30151140100
Klsumu, Kenya

lndependent Audltors

Auditor General
Kenya National Audit Offlce
Annlversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

Principal legal Advlsers

1. Migos Ogamba & Company
P.O. Box 17- 40100
Nairobi, Kenya.

2. Otieno Ragot & Company
P. O. Box 3051 - 40100
Kisumu, Kenya.
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Chenrelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 1o,2022

THE BOARD OF DIRECTORS (tmmediate Previous)

DIRECTOR,S NAME KEY QUALIFICATIONS AND EXPERIENCE

Mr. Bundotich was appointed as Chairman of the Boa

2fth September, 2018.

He ls a renowned businessman with a wide knowledge ln transport and dairy industry

spanning over 15 Years.

Holds Bsc. in Management and Marketing (Royal Holloway University of London),

Diploma ln Business Management.

rd of Directors with effect from1. Mr. Zedeklah Kiprop
Bundotich

Chalrman

Ag. Managing Director

2. Mr.Gabriel
Nyangweso

University, BSC in Agriculture from University of Nairobi and lnternational certificate in

sugarcane Agronomy from Mauritius. He has served sony sugar as out growers Manager,

Nucleus Estate Manager, Transport Manager and Head of Agriculture - a position he held

until secondment to Chemelil Sugar Company as Managing Director ln an acting capacity

from 5th May 2017.

in Strategic Management from EgertonMr. Nyangweso holds a Maste/s (MBA) Degree

3, Mr. David Osiany

lndependent Director

advocacy and advice, and strategic public management with special bias to

communication, HR Management & organizational Development. He holds MSc. Public

poliry from the Universlty of Bristol, United Kingdom and Bachelors Degree in Arts

10 years' experlence in PolicYMr. Osiany is a public policy professi onal wlth over

september, 2018.She is a Lawyer with vast experience in consultancl services and

research. currently a partner in charge of Finance and Admlnistration at Maangi and

Otieno Advocates. A member of various professional bodies e.g' FIDA, LSK, and CRADLE'

Has previously consulted for APHIA-USAID, Oxfam GB, and Committee for

Ms. Atieno was appointed Board member of the ComPanY with effect from 20th

4. Ms. Christine Atieno
Otieno

lndependent Director

Mr. Mananda represents Development Bank of Kenya. He has Masters in Business

Administration (Finance).

5. Mr, Jacob Mananda

Alternate Director

Mr. Odhiambo represents the National Treasury as per

Alternate to Principal Secretary, The National Treasury'

the State Corporation Act.

Odhlambo

Alternate Director

Kennedy6. Mr,

v



Chemelil Sugar Company Umited

Annual Reports and Financial Statements
For the vear ended June 30, 2022

Alternate Direaor (ADC)

7. Mr. Richard
Aiyalbei

8. Ms. Jacqueline Kiio

Alternate Director,
Ministry of Agricuhure, Uvestock,
Flsherles and Cooperatives

9. Mr. George Obala

lndependent Director

10. Ms. tllian Mariorie
Wasonga Nangulu

lndependent Director

11. Ms. Miriam Ndirangu

Representative, lmage
Registrars, Company
Secretaries

. Richard Aiyabei aged 51 years is a holder of MSc. Degree in Agronomy from Univr
Eldoret, BSc. Degree ln Agriculture from Moi University and Diploma in

from Egerton University. He is currently the Managing Director ot
lural Development corporation a position he rose to progressively since joinin,

in 1990 as an Assistant Farm Manager. His Directorship roles includes, Dir
Seed Company and Chairman Agro Chemical and Food Company ltd. Mr Rir

is a member of World ploughing Board, Kenya ploughing Oganisation (Nal
rman), ASK Council Member Eldoret Branch and ASK Member of Executive Comn

Minlstry of Agriculture, Livestock and Fisheries. She joined the Board or
2018.

Mr. Oballa, aged 52 years is a holder of a Bachelor of Commerce in Marketing De

(1992) from unlversity of Nairobi and Advanced Diploma in Marketing (2003) from

lnstitute of Flnance Management. currently, he ls a Director, Lead consultant at se,l

Resources Ltd and Regional Director for East Africa at Forefinance/scopelnaight.

Nangulu holds a Master/s degree in Administration, Tourism-punjabi University I

diploma in Computer Applications, Computer Center-Chandigarh lndia
of Commerce.Punjabl Uhiversity, lndia. She has worked for Citibank N.A

experience Head (Kenya and Uganda).

Miriam Ndirangu represents lmage Registrars who are appointed as Con
by the Board of Directors. She is a member of lCpSK.
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Ag. Managing Director

Head of Factory (Ag)

Kiilu

of Finance

Ngala

of Agriculture (Ag)Mr. Joseph
BSc. (Agri,

nternal Audit Manager

EIK

Ms. Jacquelint
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Chemelil Sugar Company timited

Annual Reports and Financial Statements
For the ended June 2022

Head of Human R. esource (Ag)

Supply Chain Ma nager (Ag)

Manager

Ms. Constance Webale
BBM (Human Resource Mgt),

cHRP(K)

Mr. Japheth Ojwang
BBM (Purchaslng & Supplies), Dip

BA, KISM, CIPS

ffi
*,,,- *$tll.

Ms. llndah J. Kipiagat
MBA (Strategic Mgt), BBA

(Marketing), MSK
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€hemelil Sugar Company Limited

Annual Reports and Flnancial Statements
For the yea r ended June 30, 2022

CHAIRMAN,S STATEMENT

OVERVIEW

Despite the Sugar lndustry's continued general sugarcane deficit, the cane supply in Nyando sugar belt durlng the

Z11y21z1financial year was much better .orp.r"d to a number of preceding year(s) owinB to the effect of the long

rains of 2019 and 2020. Sugar selling price was also generally stable during the year being supported by government

control over sugar import3. The main set back that curtailed the Company's performance during the year under review

was frequent breakdowns of key machinery ln the factory due to ageing plant' The plant had not under8one major

malntenance since the year 2013. This led to inefficient factory operations, loss of production time and low sugar

recovery which affected production, profitability and cashflow.

OPERATIONS

The volume of cane milled reduced to 276,853 tonnes down from 4!!,L!2 processed in the previous year. This was

malnly because of low uptake of the raw material due high down time. Unlike the Preceding year where the factory ran

continuously for all the 12 months, the factory had to shut down for maintenance after 9 months of milling ln the

financial year under revlew. The average conversion ratio was relatively worse at 16-14 tonnes of sugarcane to one

tonne of ,ug., .o.prred to 14.75 achieved the previous year. The Company sold a total of 17,246 tonnes of sugar

compared to 28,031 tonnes sold in 2O2O|2O2L. Accordingly, the gross turnover dipped to Kshs. 1,708 million down from

Khs. 2,565 million achieved in the previous year mainly because of lower production and sales volumes'

RESULTS

The Company posted an increased loss of Kshs 695 million compared to the loss of Kshs 551 million in the previous year

TN(CONTR]BUTION

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

accrued/paid Kshs. 235 mlllion in VAT compared to Kshs. 354 million the year before.

CORPORATE SOCTAT RESPONSI BI LITY

D6pite constrained cash flows the Company continued to play its role as a responsible corporate citizen' The key focus

areas during the year under review were education, health, sanitation and environment. Through lts own sponsored

itremetif s,i4 pii.ary Jnd secondary schools and by supporting a number of other public schools within Chemelil

zone, the Company condnued to empower the population in the community. The Company also operates a health

facllity which supports the community's health, through its MCH and general healthcare services.

DIVIDENDS

The company remains committed to its primary objective of maximization of Shareholders' fund and in giving a return

on lnvestment through ppyment of dividends. However, due to the low performance for the year, loss incurred and the

aforementioneA nnaicial constraints, the Company was not in a position to pay dividends. Measures are being put In

place and this situation is likely to change in the coming years and dividends shall be paid accordingly'

PERFORMANCE CONTRAFT

The company entered inlo a negotiated performance contract with the Government of Kenya for the year 202L12022 bV

setting targets in line with the Strategic plan 2Ot7l2Ot8-202t12022 and the Approved Budget tor 202112022' The

Compiny Oia not achievq its profitability target for 2}2}l2o22given the conditions it operated in but there is strong and

posiiive indication of im/roved performance towards achieving and surpassing our boundaries of success'

ix
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For the year ended June 30,2022
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REVIEW OF CURRENTAND FUTURE BUSINESS OUTLOOK

Access to adequate quality raw material and stability of market sugar price remain the key determinants of the
Company's operatlonal performance. The company continues to engage and/or contract farmers for cane supply.
lmprovement ln cane avallabllity is being pursued through planting of hlgh sucrose and early maturing cane wlthin the
nucleus estate and lmproving extension services to farmers. Continued support to farmers with farm lnputs and
implements is onaoing. All these efforts are aimed at improving the quantity and quality of sugarcane for milling. The
cane testing unit which will peg cane payment on sucrose content thus ensuring the company gets value for money is

almost complete.

The Company's S-year strategiqplan (2017178-202L120221 had targeted to lncrease cane yield from 48 TCH to 75 TCH

and to mill 871,000 tons annually by the year 202L12022. Though these targets were not achieved in the year under
review, it is envisaged that the Government commitment to privatization of the five public sugar mills will inject new
funds to revitalise factory efficienry and mitigate the inadequate cane availabllity and supply to the factory. The process
is expected to enhance competitiveness, profitabllity and sustainability of the Company. The company is also keen on
cost controls and inrproved corporate communications policy to ensure it has support from all stakeholders.

The government appointed a taskforce to review and advise on the design, development and implementation of the
sugar industry price stabilization framework which has looked into ways of stabilizing the incomes of different players in
the sugar value chain going forward. The implementation of recommendations by this task force is expected to sanitize
the regulatory regime, control sugar importation and create a level playing ground for all in the industry.

The COMESA safeguard measures were also extended to February 2023. The Company's generally improved
performance levels should enable it compete when that time lapses. The Company will continue to enhance factory
efficiency and increase the branded sugar production. 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
optimum requirements and irrigation project is being enhanced to increase cane yield. The cane development program
will continue into the next year where a further 3,000 hectares are targeted.

APPRECIANON

Much gratitude goes to all our cane farmers who have stood with us during these difficult times. We also thank our
suppliers, the Commodity Fund and the National Government for the loans given to us, cane transporters, cane
development contractors and the sugar customers for their valued support in the last one year. Finally, slncere thanks
to the management and staff for their hard work and continued commitment to Company goals even during the difficult
times experienced for the better part of the year. There is all optimism that we shall all irnprove our performance to
meet our tar8ets for future Company sustainability.

LL
CHA!RMAN

x
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Annual Reports and Flnancial Statements
For the yea r ended lrrre3o,2022

REPORT OF THE CHlEF EXECUTIVE OFFICER

It glves me pleasure once again to present this report on the performance of Chemelil Sugar Company Limited for the

year ended 30s June 2022

OVERVIEW

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

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

loss of production time due to frequent factory breakdowns. The breakdowns caused by the aging plant adversely

affected throughput and c,onversion ratios. Other operational challenges included low agricultural machinery availabitity

and low cane yields.

PERFORMANCE REVIEW

l) Financlal Perforrnance

The overall result of the year was an operating loss of KShs. 695 million compared to a loss of Kshs'551 million recorded

in the previous year. The is because of increased factory inefficiencles and also because milling operations were

sustained for only 9 months of the financial year compared to 12 months in FY 2021. ln additlon, some maintenance

cost incurred during the shutdown have also contributed to the loss.

The net turnover for Fy ?O22 decreased by 33% to Kshs.1,473 million down from Kshs'2,211 million in FY 2021' This

comprised Kshs.1,432 million (202l-Kshs.2,137 million) from sugar and Kshs.41 million (2021-Kshs'74 million) from

molasses. The reduced turnover attributable to lower sales volumes was despite the better sugar selling price for sugar

_cornpared to the previous year. Molasses price was worse compared to the year before.

An increased gross loss of Kshs.486 million (2021-Kshs.6 million) was attributed to the high cost of production arising

irom in process material losses and high cost of spares and repairs caused by frequent factory breakdowns during the

year under review.

Marketing and distributon costs increased by 3a% mainly due to higher staff cost after some positions that were

previously vacant were filled. Administration cost reduced by 5% as a result of cost control measures during the Year

under review. Finance.cost reduced bv 7l% because a significant portlon of the long-term loans stopped accruing

interest.

ii) Agricultural Oprations

Cane delivered to factory during the year totalling 276,003 was 33% lower than 4L7,654 delivered the previous year'

The average pol (sucrose in canel was 11.08% (2027-71.88%). The decrease in quantity is attributed to the 9 months

only of operations compared to 12 months in the previous year. This is in addition to the relative low factory intake of

,rg", .rn" due to high {mount of down time during the year. The Nucleus Estate contributed 30,218 (11%) while

24S,7BS was sourced from farmers within Chemelil zone. The price of cane per ton increased by 8% to Kshs 4,563

compared up from Kshs. 4,O40 in FY 2021. Cane pricing committee was involved in setting minimum cane price based

on prevailing ex-factory price of sugar.

Weather conditions durirlg the year was favourable for cane production as the cane zone received relatively high rainfall

mean of 1782.9mm IZOZf-feei.amm) although sllghtly lower than the long term mean of 1,855.2mm. However, cane

yidds deteriorated to an average of 35.85 TCH compared to 49.6 the previous year due to continued cane pouching

activities by neighbouring millers in unfair competition during the year'

xl
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Chemelil Sugar Company Limlted

Annual Reports and Financial Statements
For the vear ended June 30, 2022

REPORT OF THE CHIEF EXECUTIVE OFFICER (Continuedl

Cane development program was exceeded target as a total of 456 ha was ploughed, harrowed and furrowed against a

target of 400ha. Area planted was 456 ha against a target of 400 ha. Fertilizer supply for planting and top dressing was
low at 100 bags due to financial constraints.
During the year, a lot of effort was expended to engage farmers and other industry stakeholders to appraise them on
the Company and lndustry challenges and initiatives.

lifl Factory Operations

The factory milled a total of 276,003 tons of cane in the year under review compared to 411,211 tons milled in FY 2020.
Of these 245,785 tons of cane representing 89% came from farmers while 3Q218 tons representing1-L% was received
from the Nucleus Estate. ln the previous year, 350,412 tons of cane milled came from farmers while 50,799 tons came
from the Nucleus Estate. The amount paid to farmers for cane supply was Kshs. 1,061 million (2021-Kshs 1,334 million).

The cane supplied was milled at a conversion ratio of 15.14 (2021-14.75) tonnes of cane to 1 ton of sugar to produce
17,150 tons ofsugar compared to 27,886 tons produced ln FY 2021, this production represents 38% decrease compared
to the previous year. A better performance was experlenced ln the first and second quarters but factory breakdowns
became more frequent ln the third and fourth quarters leading to loss of production time and reduced sugar recovery.

A total of 978 tonnes of sugar representing 6% of sugar produced was branded. Sugar quality remained hlgh as the
Company complied with the Kenya Bureau of Standards (KEBS) requirements for Standardization Mark for'brown sugar.

iv) Sales and Commercial Activities

The Company sold a total of 17,246 tonnes of sugar compared to 28,031 tonnes sold in2020/2027. The average net
prices per ton of sugar and molasses were Kshs. 82,866 (2O21-Khs.75,715) and Kshs.3,403 (2021-Kshs.5,165)
respectively. The 9% increase in average net sugar price was due to enhanced government control over sugar
lmportation which reduced the sugar glut situation in the market. The 34% decrease in average net molasses price in FY

2021 was due to low demand.

Most companies have lncreased their branding levels for better margins and key supermarkets have followed by shifted
towards in-house branding thus intensifying competition. The Company's branding level remains lower than most
competitors basically due to low investment in branding. The Company intends to expand its sugar branding capacity to
increase availability of branded packs in the market and secure some shelf space in local supermarkets going forward.

qUALITY MANAGEMENT

Chemelil Sugar Company Limited has maintained an effective Quality Management System (QMS) across all

departments of the Company. This is part of the strategic business decisions lntended to lmprove and sustain the
overall performance ofthe Company's business processes, products and services.

CORPORATE SOCIAT RESPONS!BIIITY

During the year under review, the Company contlnued to play its role as a responsible corporate citizen with key focus
on education, health, sanitation and environment. Through sponsorship of Chemelil Sugar primary and secondary
schools and by supporting a number of other public schools within Chemelil zone, the Company continued to ernpower
the population. Majority (88%) of the candidates who sat KCSE at Chemelil Academy in 2021 attained university entry
grade. Chemelil Sugar primary candidates for the same year was ranked the best in the zone and very highly in Kisumu

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

services, preventive health campaigns, education and screening facilities. During the year under review, the Company
commissioned water supply to the local community from Chemelil Academy's solar powered borehole water supply
system.

xll
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OFFTCER (Continued)

n5 tree nursery whlch supplies tree seedlings for planting in the non-caneable parts of the

estate as well as for supply to farmers and the community in pursuit of 10% government

s were supplied during the year under review

Ef,JT

remains focused on building a strong unlfied team wlth excellent skills and the resilience

to prosperity. We believe that our people are the llfeline of the Company's business

in the people enables us attract and retain a hrighly skilled workforce. The Company's

tralning and development remains strong despite prevalling financlal constraints.

between management and Union suffered some tension in December 2O2]-after

to demand some unpald salary arrears. This was resolved through consultations and

med ln January 2022. With the CBA negotiated for 2017-19 having expired, new CBA

the delay has mainly been due to the obtaining industry business challenges.

AND COMPLIANCE

continued to be vigilant to maintain compliance with laws legislated and government

national and county levels. The internal legal compliance environment has continuously

mltigate against any legal exposure in a timely manner

to explore options available to ensure that operational disputes are minimised and that

mechanisms are embraced as a way of resolving most of the current and future litigations

of all parties and stakeholders are fairly taken into account.

ICATION TECHNOLOGY

upgrade of its Sun System to version 6.4 during the first quarter of the financial year. This

exiiting modules and introduction of new ones including purchasing module, inventory

fixed assets module and involved significant computerization/automation of erstwhlle

year, the emPhasis has been on process improvements and benefits realization by

driving utilization of the lfis in order to realise and sustain competitive advantage' The

efficienry in inforrnation managem ent ls expected going forward'

and staff, I wish to express my gratitude to all our stakeholders for their valued support over

are cane farmers who have stood with us during these difficult times and have now
On

the
redr

pro'

exp
valr
har,

behalf of Ma
period. Key among

oubled their efforts cane farming. lalso wish to thank our sugar customers,.materials suppliers and service

yiders, the Sugar Di and Ministry of Agriculture, Livestock and Cooperatives for their continued support' lt is

ected that the Directors will be reconstituted soon so that the Company contlnues to benefit from their

led guidance and during the coming financial years. Finally, I thank the management and staff for their

d work and continu to the Company,

l

NYANGWESO
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Chemelil Sugar Company limited

Annual Reports and Financial Statements
For the year ended June 30,2022

CORPORATE GOVERNANCE STATEMENT

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

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

Governance blue prlnt for State Corporations.

The Board of Directors

Chemelil Sugar Company's Board of Directors provide strategic direction to the Company through oversight, revlew and

guidance as wetl as setting the strateglc and policy direction for the realization of the overall Company's strategic

objectives.

The Board is normally comprised of independent, non-executive Directors, lncluding the Chalrman. The Directors are

given appropriate and timely information so that they can malntain full and effective control over all strategic, financial,

operational and compliance lssues of the Company. All the non-executive Dlrectors on the Board are independent of

management and free from any business or other relationshlp which could materially compromise the exercise of their

independence.

The Board offers oversight and review matters related to their duties including the Company's strategy, financial

performance, corporate governance, ensuring sound malntenance ofinternal control systems and risk management.

Eoard Meetings

The Board of Directors meet quarterly in accordance with Board schedules as stipulated in the Mwongozo Code of

Governance, in order to monitor the Company's planned strategy and review of the financial performance. Specific

reviews of management performance, operatlonal issues and future planning are also undertaken. The Board has a

calendar for meetings and matters reserved for it. The directors receive appropriate and timely reports to facilitate

lnformed deliberations and decision making.

Board Commlttees

The Board has three standing committees with speclfic delegated authoritles and terms of reference. These are Audit

Committee, Finance and Human Resource Committee and Strategy and Technical Committee. The Board Committees

meet at least once on quarterly basis. The respective committee Chairpersons present their reports to the full Board at

the quarterly meetings. The details of these committees and their membership before the revocation of the Directors'

appointment were as highlighted below; -

1. Audit Committee

Members

Mr. Jacob Mananda
Mr. Kennedy Odhiambo
Ms. Jacqueline Kiio
Mr. Gabriel Nyangweso

Chairman

Managlng Director (Ag)

Role and Functlons

The Committee meets quarterly or as maybe necessary. lts responsibilities include; the review of interim and full

year financial statements so as to ensure compliance with accountinB standards and other disclosure requirements;

the maintenance of the Company's system of accounting and internal controls; liaison with the external auditors of

the Company and putting into effect their recommendations. The external auditors, internal auditors and the

Company management may be called to attend any meetings of the Committee to clarlfy any issue as required by

the Committee.
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CORPORATE GOVERNANft STATEMENT (Continuedl

z. Human Resource and Finance Committee

3. Strategy and Technical Committee

Members

Members

Ms. Christine Atieno
Mr. Kennedy Odhiarnbo
Mr. David Osiany
Mr. Mohammed Bulle
Mr. Gabriel Nyangwe3o

Mr. David Osiany
Mr. Richard Aiyabei
Ms. Christine Atien,r
Ms. Jacqueline Kiio

Mr. Jacob Mananda
Mr. Gabriel Nyangvreso

Managing Director (Ag)

Role and Function

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

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

Board on executive management appointments among other issues.

Chairman

Chairman

Managlng Dlrector (Ag)

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

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

syitable long-term,strategies for the company.

The Board appoints other committees as and when required. During the year under review no Board or Board

Committee meetings were held.

Communication with Shreholders

The Company is comr:nhted to ensuring that shareholders and stakeholders are provided with full and timely

information about its pqrformance. This is usually done through the distribution of the Company's Quarterly and

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

the Company complies wlth its obligations on good corporate governance practices as contained in Mwongozo Code of

Corporate Governance.

Board Evaluation and Performance

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

evaluation for each director, evaluation of the Chairman ofthe Board on the overall Board interactions and conduct of

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

Conflict of lnterest

All Directors are required to inform the Board of any conflicts or potential conflict of interest they may have ln relation

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

decisions on those matters, unless resolved that they remain.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Mwongozo Code of Governance

The Company has lmplemented the Mwongozo Code of Governance for State Corporations whlch was issued by the

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

management and employees are required to uphold.

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

Management. ln compliance therefore, the Company is developing the Enterprise Risk Management Framework and the

Risk Register.

Management is accountable to the Company for deslgning, implementing and monitoring the process of risk

management and integrating lt into the day today actlvities whlle the Board will be responsible for the adoption or

upgrading of the risk management plan. Risk management is the primary responsibility of line management'
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Other operations were also adversely affected by constrained cashflows. Although the Company's reputation of
accurate cane weighment was maintained, it could not sustain consistent weekly payments to keep the credit period

below 2-3 weeks and some farmers could not continue preferring Chernelil Sugar as the destination for their cane. The

was only able to pay up to 50% of employees'net salaries during the year. ln the 2nd quarter, industrial tension

precipitated from demands by the union for full pay and arrears. Eventually, cane supply declined and it became more

difficult to continue honouring negotiated supply and payment schedules with most key suppliers using the little
revenues generated from the relatively inefficient milling.

Given that the government had allocated some funds to the Company for maintenance, Management reached a

consultative decision to shut down the factory in April 2022and undertake maintenance before resumption. The 4th
quarter was therefore spent on out of crop maintenance.

Key Projects or lnvestments Decisions

One of the key projects during the year was 'the factory out of crop malntenance" funded by the government of Kenya

to the tune of Kshs 220 million. This maintenance which was in progress as the year ended on 306 June 2022 addressed

mainly the challenges at the mills and boilers arears of the factory although there were critical repairs touching other
key areas as well. A similar level of maintenance had been undertaken 6 years before in 2015.

The sun system upgrade project in which the Company upgraded its main financial accounting system from sun system

version 4.25 to version 5.4 was completed durinB quarter 1 of the financial year. The other project during the year was

refurbishment of school buildings at the Chemelil Sugar Academy lncluding masonry repairs, wall painting, electrical

fittings and plumbing system repairs. This project was necessary as a facelift to the school.

Compllance with Statutory Requirements

As an ISO certified Company, compliance with statutory and regulatory requirements form part of our routine concerns

for which regular management vigilance applies. These lnclude but not limited to annual manufacturing license,

business licenses, occupational safety requirements, environmental compliance and statutory taxes. ln exceptional

circumstances where the Company falls behind in statutory payments, the Company engages actively with the relevant

authority with the aim of establishing the most effective remedial arrangement that is acceptable within the regulator's

legal provisions.

MANAGEMENT DISCUSSTON AND ANALYSIS (Continued)

The existing statutory obligations in which payments have fallen in arrears lnclude the following:

No Instltution/Description
Principal Amount

in Arrears Comment
(Kshs.M)

1. Kenya Revenue Authority (Tax arrears)
2. National social security fund
3. National hospital insurance fund
4. CSCL Staff Pension Scheme (Contributions)
5. Kisumu and Nandi CounW Govts (Cess)

Settling at Kshs.20m monthly
Settling at Kshs.o.8m monthlY
Settling at Kshs 0.8m monthly
Suspended deductions temporarily
Engagement ongoing

2,332
13

27

131
54

Total 2,557
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Health
The health of the community and farmers within chemelil sugar zone ls a matter of crucial importance to CSCL. The

Company has engaged staff and the community ln a number of activities that will work towards a healthy population.

The Company has nurtured a worklng partnership with local NGOs, CBOs and staff to help the community cope with

health-related challenBes.

As part of its Corporate Social Responsibility program, the Company operates a Health Centre that provides health care

services, preventive health campaigns and health education and screening facilities to employees and the local

community. The health hcility extends its servlces to the surrounding community through provlsion of health services

such as:-

r Comprehensive Care Centre (CCC)

o Voluntary Male Circumcislon (VMC)

o Maternal Child Health Care (MCH)

r Famlly Planning (FP)

r Consultation
o Referral
r Nursing care
. Laboratory Diagnosis
. Drug dispensing
. Prevention and Management of HIV/AIDS

Education
Education continues to be a vital component of the lifeline of the communlty ln whlch CSCL operates. The Company has

an elaborate school education programme wlth an annual budget of approximately Kshs.7O million.

The Company runs two schools (Chemelil Sugar Academy and Chemelil Sugar Primary School) and hosts two other public

primary schools (Factory Primary School and Chemelil 81 Primary School).

Water and sanltation

The Company supplies clean water for domestlc use to the housing estates where its staff and other tenants live. Life

would be unbearable in the living quarters if there was no reliable water supply. Baslcally, the Company harvests

underground water by use of boreholes which ls pumped to overhead tanks for distribution to the estate.

During the year under review, the Company commissloned water supply to the community from a solar powered

borehole water supply system installed at Chemelil Academy. This was an opportunity to impact on the society through

csR.
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STATEMENT OF DIRECTORS' RESPONSIBITITIES

The Companies Act (Cap. 485), Seaion 81 of the Public Finance Management Acl, 20L2 and (section 14 of the State

Corporations Act require the directors to prepare financial statements which give a true and fair view of the state of

affairs of the company as at the end of the financial year and of the operating results for that year. lt also requires the

directors to ensure the Company maintains proper accounting records which disclose, with reasonable accuracy, the

financial position of the company. They are also responsible for safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the Company's financial statements, which give a

true and fair vlew of the state of affairs of the Company for and as at the end of the financlal year ended on June 30,

2021. This responslbility includes: (i) maintaining adequate financial management arrangements and ensurlng that these

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

reasonable accuracy at any time the financial position of the entity; (iiil designing, lmplementing and maintaining internal

controls relevant to the preparation and fair presentation of the financial statements, and ensuring that they are free

from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Company; (v) selecting

and applying appropriate accounting policies; and (vl) making accounting estimates that are reasonable in the

circumstances.

The direclors accept responsibility for the annual financial statements, which have been prepared using appropriate

accounting policies supported by reasonable and prudent judgements and estimates, consistent wlth previous years and

ln conformity with lnternational Financlal Reporting Standards and the requirements of the Kenyan 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 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 whlch have been relied upon in the preparation

of the financial statements, as well as on the adequacy of the system of internal controls.

The Directors accept responsibility for the company's annual financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity with

lnternational Financial Reporting Standards (IFRS), and in the manner required by the Kenyan Companies Act (Cap 486),

the PFM Act, 2012 and the State Corporations Act. The Directors are of the opinion that the Company's annual financial

statements give a true and falr view ofthe Company's transactlons during the financial year ended June 30, 2021, and of

the Company's financial position as at that date. The Directors further confirm the completeness of the accounting

records maintained for the Company, which have been relied upon in the preparation of the Company's annual financial

statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the directors to lndicate that the Company will not remain a going concern for at

least the next twelve months from the date of thls statement.

....4^"4 ...1..g 3" I 2023 and sisned on its behalr bv:Approved by the board of directors on

CHAIRMAN

X^Arri",*{...-.....8...,.........

MANAGING DIRECTTF
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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 PublicAuditAct,20l5. lhave 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Chemelil Sugar Company Limited as at June 30, 2022, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and do not comply with the Public Finance
Management Act, 2012 and the Companies Act, 2015.

Basis for Adverse Opinion

1.0 Lack of Trial Balance

The Company did not present a trial balance for audit for the year under review. lt is
therefore not clear, and Management did not explain how and where the financial
statements presented for audit were extracted from.

ln the circumstances, the accuracy and validity of the financial statements could not be
confirmed.

2.0 Understated Revenue from Sale of Sugar

The statement of comprehensive income reflects revenue balance of Kshs.1,472,817,728
which, as disclosed in Note 6 to the financial statements, includes net sales of sugar net
of Value Added Tax (VAT) amount of Kshs.1 ,431,768,203. Review of records revealed
that the Company sold 17,223,930 kilograms of sugar during the year, which translates
to a sales price per kilogram before VAT of Kshs.83.13. However, it was noted that during
the year under review, the sugar prices net of VAT averaged Kshs.98.06 per kilogram
which exceeds Kshs.83.13 by Kshs.14,93. Therefore, the amountof Kshs.1,431,768,203
is understated by an unexplained amount of Kshs.257,153,275.

In the circumstances, the accuracy of the net sales of sugar amount of
Kshs.1,431,768,203 could not be confirmed.

3.0 Unsupported Cost of Sales Amount

The statement of comprehensive income reflects cost of sales amount of
Kshs.1,958,695,060 which, as disclosed in Note 7 to the financial statements, includes
an amount of Kshs.1,065,000,234, being the cost of cane milled from the out growers and
an amount of Kshs.59,096,467 from the nucleus farm. However, the following audit issues
were noted:

i. The total volume of cane delivered from out growers to the factory was 246,624.1
tonnes, out of which, 245,785 tonnes were milled, resulting to a loss of cane
amounting to 839.1 tonnes that could not be accounted for. !n addition, records
indicated that cane weighing 30,229.4 tonnes was delivered from the nucleus farm to
the Company during the year and cane with a weight of 30,218 tonnes was milled,
which implies a loss of 11.4 tonnes from the nucleus farm. No explanation was
provided for the variance in the tonnage of cane delivered and cane milled.

Report of the Auditor-Generql on Chemelil Sugar Compony Limitedfor the year ended 30 June, 2022
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,lii. Managen'ppnt indicated that for every twelve (12) tonnes of cane delivered, the

company]produces one (1) tonne of sugar. The industry standard according to the
Sugar Dii$ctorate of the Agriculture and Food Authority (AFA), is one milled tonne of
sugar for len (10) tonnes of cane. However, during the year, the company received
276,853.'lf tonnes of cane and produced 17 ,155.54 tonnes of sugar and 1 1,905.95
tonnes ofiinolasses, implying that it used more than sixteen (16) tonnes of cane for
one (1) tqfrne of milled sugar. Based on the company's assertion on the number of
tonnes of $ugar produced from the cane, the company should have produced23,071.1
tonnes of $ugar from the cane received. The variance of 5,915.16 tonnes between the
amount of lsugar produced and what was expected was not explained.

iii. Sugar cane weighing 246,624.10 tonnes was delivered to the company from the out
growers during the year. The total cost incurred on the cane amounted to
Kshs.1,065,000,234. However, Management did not provide details of the cost per
kilogram paid to the out growers. As a result, it was not possible to confirm the
accuracy of the expenditure incurred in the acquisition of cane from the out growers.

ln the circumstances, the accuracy of the cost of sales amount of Kshs.1,958,695,060
could not be oonfirmed.

4.0 Grants from the National Government

The statement of comprehensive income reflects grants from National Government
amount of Kshs.182,017,971which was to be used in settling farmers whose payments
were in arrears. However, the criteria and basis for identification of the farmers with
arrears and suppliers invited to submit quotations could not be established. Further,
liabilities defrayed by the Company could not be identified in the financial records and the
Management did not provided explanations on the same.

Further, records from the Sugar Directorate provided for audit reflected a total of
Kshs.181 ,51 3,629 as having been released to pay farmers and suppliers, resulting to an
unexplained variance of Kshs.495,658.

ln the circumstances, the accuracy and use of the grant of Kshs.182,017,971 could not
be confirmed.

5.0 lnaccuracies in the Financia! Statements

Review of the financial statements revealed the following inaccuracies:

5.1 Unexplained Variances in Statement of Comprehensive !ncome

The statement of comprehensive income, and as disclosed in the supporting notes to the
financial statements, reflects balances which differ with corresponding balances shown
in the supporting ledger, resulting to unexplained or unreconciled variances as tabulated
below:

Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

Cost of Saleb:
Cost of CanelMilled: Nucleus 59,096,467 59,062,868 33,599

ir* "ndrd 
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Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

(259,1271Aqriculture Overheads 40,704,600 40,963,727
Repairs and Maintenance 228,939,386 224,750,622 4,188,764
Other Factory Overheads (28,911,323) (28,976,123\ 64,900
Grants from Nationa! Government:
Recurrent Grants Received 182,017,971 181 ,586,642 431,329
Ad m i nistrative Expenses :

tMedical Services 7,966,406 8,610,384 (643,978)
Staff Training Expenses 375,727 740,917 (365,190)
Bank Charqes and Commissions 1,965,742 1,943,419 22,323
Repairs and Maintenance 6,480,364 6,584,023 (103,659)
Stationery, Printing and Photocopying 6,155,052 6,191 ,343 (36,291)
Travelling and Subsistence 4,009,650 4,005,730 3,920
Bad and Doubtful Debts 4,137,012 4,292,165 (1 55,1 53)
Other Administrative Expenses (5,781,904) (5,781,904)
Marketing Expenses:
Product Handling and Distribution
Costs

4,851,640 5,062,972 (211,332)

Further, Notes 7 and 13 to the financial statements reflect manufacturing and
administrative staff costs of Kshs.297,865,976 and Kshs.216,158,486, while the
supporting ledgers show corresponding balances of Kshs.297,021,530 and
Kshs.215,704,915 respectively, resulting to a combined variance of Kshs.1,298,017.ln
addition, Note 13(b) to the financial statements reflects staff costs amount of
Kshs.648,869,235 against departments' staff cost totalling to Kshs.632,410,159, resulting
an unreconciled variance of Kshs.16,459,075.

5.2 Unexplained Variances in Statement of Financial Position

The statement of financial position, and as disclosed in Notes 23(a) and 34 to the financial
statements, reflects balances which differ with corresponding balances shown in the
supporting ledger, resulting to unexplained or unreconciled variances as tabulated below:

Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

Trade and Other
Receivables:
Deposits and Prepayments 20,983,970 19,410,651 1 ,573,319
Staff Receivables 24,213,631 23,459,559 754,072
Trade and Other Payables:
Trade Payables - Cane 492,391,252 478,939,761 13,451,491
Trade Payables - Creditors 320.451,174 314,317,650 6,133,524
Accrued Expenses - Payroll 1 ,215,481 ,388 1,241,528,797 (26,047,409)
Accrued Expenses - Staff 5,164,937 5,505,983 (341,046)

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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5.3 lnaccuracy in Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects budget amount of
Kshs.3,386,021,000, while recasting revealed an amount of Kshs.3,921,056,152,
resulting to an unexplained variance of Kshs.535,035,152.

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

6.0 Non-revaluation of Fully Depreciated Assets

The statement of financial position reflects property, plant and equipment balance (net
book value) of Kshs.5,056,793,211. Review of the fixed asset register revealed assets
with historical costs totalling to Kshs.78,859,791 which had been fully depreciated.
However, it was noted that the assets were still in use and ought to have been subjected
to a revaluation in line with IAS 16.31.

ln the circumstances, the accuracy of property, plant and equipment balance of
Kshs.5,056,793,211 could not be confirmed.

7.0 Undisclosed lntangible Assets

The statement of cash flows reflects nil balance in respect of purchase of intangible assets
However, information provided for audit revealed that Kshs.6,621,650 was paid to two
firms for maintenance of the Sun-System and Payroll System respectively. The Sun-
System (Financial Module), A Plus lntegrated system (Payroll) and Weighbridge System
were being used by the Company in the running of its operations. However, the
expenditure was not expensed in the financial statements. Further, the software's
acquisition or contract documents were not provided for audit.

ln the circumstances, the accuracy of the nil intangible assets amount could not be
confirmed.

8.0 lnaccuracies in the lnventories

The statement of financial position reflects inventories balance of Kshs.248,346,056
which, as disclosed in Note 22 to the financial statements, comprises gross amount of
Kshs.309,955 52, less impairment amount of Kshs.61,636,216. However, the

52 includes field and factory stores balance of Kshs.291,410,910, whileKshs.309,
the supporti ledger shows a corresponding balance of Kshs.303,207,817, resulting lo

variance of Kshs.11,796,907. Further, review of manual stock sheets foran unexplai
field and stores on 28 June, 2022 against recorded amounts revealed a total net
variance of K$ 5,182,377 in respect of ledgers 138 and 148, which was not reconciled

Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

Other Payables 136,089,651 138,529,988 (2,440,337\
VAT Payable 1,000,468,324 1,001,755,536 (1,287,212\
WHT Pavd$le 10,827,023 33,370,260 (22,543,237)
ML PayablH 1,621,322 3,213,146 (1,591 ,824\
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Item

Reconciliation
Statement

Balance
(Kshs.)

Financial
Statement

Balance
(Kshs.)

Variance
(Kshs.)

KCB Bank Kisumu Project Account 1 (285,939) (286,850) 911
KCB Bank Kisumu Chemelil
Academv fuc

24,857,678 (24,857,6791

Cooperative Bank Kisumu Main A/c (4,O83,572) 4,023,532 (8,107,104)
Cooperative Bank Kisumu Health A/c 12,386 31,736 (19,350)
Coop Bank Kisumu Academy-PTA 2,104,111 (2,104,1111
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or explained. ln addition, stock taking reports for the factory stores in support of ths
balance of Kshs.291 ,410,910 were not provided for audit.

ln the circumstances, the accuracy of inventories balance of Kshs.248,346,056 disclosed
in the statement of financial position could not be confirmed.

9.0 Trade and Other Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.249,545,905 which, as disclosed in Note 23(a) to the financial statements,
comprises gross amount of Kshs.761,523,494, less provision for impairment amount of
Kshs.51 1,977,589. However, the following audit issues were noted:

9.1 Long Outstanding Receivables

The gross amount of Kshs.761 ,523,494 includes receivables amounting to
Kshs.672,635,676 (or 88%) which were more than 120 days old, casting doubt on the
effectiveness of debt management in the Company. No evidence in form of demand
notes/letters were provided to indicate measures taken to recover the debts due to the
Company. Further, provision for impairment amount of Kshs.511,977,589 was not backed
by any rate or policy.

9.2 Unsupported Outstanding lmprests Balance

The gross amount of Kshs.761,523,494 also includes staff receivables balance of
Kshs.24,213,631 which further includes outstanding imprests amount of Kshs.2,495,523
whose supporting documents were not provided for audit, and whose recoverability could
therefore not be ascertained.

ln the circumstances, the accuracy and completeness of the trade and other receivables
balance of Kshs.249,545,905 could not be confirmed.

10.0 Bank and Cash Balances

The statement of financial position reflects bank and cash balances amount of
Kshs.41,681,834 as disclosed in Note 26 to the financial statements. However, review of
records related to the balance revealed the following anomalies:

10.1 Variance Between Financial Statements and Bank Reconciliation

The balance of Kshs.41,681,834 includes balances which differ with the reconciled cash
book balances as shown below:
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Bank Balances

Kshs.41,394,984 includes balances held in KCB Bank Kisumu Project
KCB Bank Kisumu Project Account 1 of Kshs.5,941 ,590 and Kshs.286,850
pectively, whose bank certificates were not provided for audit. Further, the
negative balance of Kshs.286,850 is contrary to Paragraph 32 of IFRS 1,

at an entity shall not offset assets and liabilities or income and expenses,
unless requ or permitted by an IFRS

10.3 Bank iliation Statements

| 10.3.1 Pa in Cash Book not in the Bank Statements

nk reconciliation statements as at 30 June, 2022 included unpresentedba
nting to Kshs.16,767,224. However, bank statements showing when the

unpresented ues were cleared were not provided for audit

10.3.2 Recei in Bank Statements not in the Cash Book

10.2 Unsup

The amount
Account 2 a
(overdraft)
disclosure of
which states

The bank
recorded in
nature of

Further, the
details, tota

revealed a
variance of

nciliation statements also reflect receipts in bank statement not yet
cash book of Kshs.4,999,667, some dating back to the year 2019. The
receipts and reasons for not posting them in the cash book was not
it.provided for

10.3.3 Recei in Cash Book not in the Bank Statements

nk reconciliation statements contain unexplained transactions without

statement a
g to Kshs.40,748,968 reflected as receipts in cashbook not in bank
whose details such as source of the receipts and the date cleared in the

The bank
statements
disclosed.

10.4 Cash nt Report

The bank an cash balances amount of Kshs.41,681,834 includes cash in hand balance
of Kshs.737, However, examination of cash count report as at 30 June, 2012

bank were not provide for audit.

10.3.4 Pa in Bank Statements not in Gash Book

nciliation statements reflects payments of Kshs.2,501,148 in bank
in cash book, relating to outward payments, whose nature was not

lance of Kshs.750,002 as tabulated below, resulting to an unexplained
hs.12,392:
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Cash ltem
Amount
(Kshs.)
322,720Cash on H nd

Unreimburr ed Paid Vouchers 597,142
Cash from leceipts (84,750)
Reimburse and not Paid (45,940)
Cash Surp IS (39,172\
Total 750,000.00
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ln the circumstances, the accuracy and completeness of bank and cash balance of
Kshs.41,394,984 could not be confirmed.

11.0 Taxation Matters

The statement of financial position reflects tax recoverable amount of Kshs.14,608,376
which, according documents reviewed, relates to instalment tax, withholding tax on
interest income and advance tax on commercial vehicles paid. However, no deferred tax
is disclosed in the financial statements despite the fact that the company had been making
losses for some years now. Further, the Company did not maintain a record of its VAT
input taxes, and only reflects the output VAT.

ln the circumstances, the accuracy and completeness of the tax recoverable amount of
Kshs.14,608,376 could not be confirmed.

12.0 Borrowings

The statement of financial position reflects borrowings balance of Kshs.3,669,131,O27
under non-current liabilities, which, as disclosed in Note 31 to the financial statements,
comprises principal amount of Kshs.2,626,916,872 and interest of Kshs.1,042,214,155.
Examination of documents revealed that these were loans advanced from the
Commodities Fund under the Sugar Development Fund which were long overdue, and
no repayments were made during the year under review.

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

Further, the Management did not provide loan agreements for the following outstanding
loans totalling to Kshs.900,593,785:

Details
Principal

(Kshs.)
lnterest Accrued

(Kshs.)
Amount
(Kshs.)

Cane Development Loan 86,173,188 62,246,720 148,419,907
Farmers Arrears 50,949,412 13,745,883 64,695,295
Farmers Arrears 67,929,953 1 8,100,609 86,030,562
Farmers Arrears 123,775,682 33,417,859 157,193,541
Factory Rehabilitation 95,000,000 52,168,767 147,168,767
Factory Rehabilitation 156,718,750 114,505,852 271,224,602
Road 25,861,111 25,861,111
Total 606,408,096 294,185,689 900,593,785

ln addition, the balance of Kshs.3,669,131 ,027 is classified as a non-current liability, while
all the amounts are due and payable.

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 2022
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ln the ci
Kshs.3,669,1
be confirmed

nces, the accuracy and completeness of the borrowings balance of
1,027, and the ability of the Company to settle its loan obligations could not

financial position reflects dividend payable balance of Kshs.9,699,7E7
med dividends of the 200112002 financial year, payable to ordinary
ich remained the same from the prior year. However, Management diid

13.0 Uns

The stateme
relating to u

of

shareholders
not provide s orting documents for the balance.

ln the circu ces, the accuracy, completeness and validity of the dividend payablle
balance of s.9,699,787 could not be confirmed

14.0 Und Material Uncertainty Related to Going Concern

The of comprehensive income indicates that during the year under review, the
Company i rred
statement of
the previous anci

an operating loss of Kshs.694,894,756 which, as disclosed in the
;ial position, raised accumulated losses from Kshs.8,298,606,998 in
al year to Kshs.8,993,501 ,754. Furlher, the Company, as reflected in

the
Kshs .6,217,9 5
negative

The financial
Kshs.3,669,1
an indication

Management
these matte

These cond
significant d
foreseeable
operation as

in accordan
responsibiliti
requirements
that the audit
my adverse nion

Key Audit rS

Key audit m
significance
report in the

, of financial position, had current liabilities amounting to
,708 compared to current assets of Kshs.554,182,171, resulting to a

ng capital of Kshs.5,663,803,537.

osition of the Company made it unable to service its long-term liabilities
1,027 which was an increase by Kshs.22,516,936 from the previous yer

of
?f,

the Company may not be able to operate effectively

not made specific disclosure in the financial statements in regard to

ns indicate the existence of a material uncertainty, which may
bt on the Company's ability to continue as a going concern for

re. Therefore, the Company is technically insolvent and its continued
going concern is dependent on the financial support from the Government

and creditors

The audit conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions s). I am independent of Chemelil Sugar Company Limited

cast
the

lt/anagement
other ethicalwith ISSAI 130 on Code of Ethics. I have fulfilled

in accordance with the ISSA! and in accordance with other ethical
licabl e to performing audits of financial statements in Kenya. I believe

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

the
are those matters that, in my professional judgement, are of most
audit of the financial statements. There were no key audit matters to

r under review
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Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts budget and actual amounts
reflects total revenue amount of Kshs.1,776,484,790 against an approved budget of
Kshs.3,386,021,000, resulting to a shortfall of Kshs.2,144,571,363 or 55% of the
budgeted revenue. The shortfall was mainly attributed to low sales of 17,246 tonnes of
sugar against the budget of 50,596 tonnes due to lower production caused by stoppage
of factory operations from April to July, 2022 for maintenance of the plant.

Similarly, the Company had budgeted to spend Kshs.3,151,362,967 but utilized an
amount of Kshs.2,471,379,546, resulting to an under-expenditure of Kshs.679,983,421
(or 22% of the budget). The under-expenditure mainly occurred against use of goods and
services whose budgeted and actual expenditure amounts are Kshs.1,956,832,800 and
Kshs.1,096,033,880 respectively, resulting to an under-expenditure of Kshs.860,798,920.

Further, the revenue and expenditure budget amounts of Kshs.3,386,021,000 and
Kshs.3,151,362,967 respectively, results in a variance of Kshs.234,658,033 which
indicates an unbalanced budget, contrary to Regulation 33(c) of the Public Finance
Management (National Government) Regulations, 2015, which requires the budget to be
balanced.

ln addition, the itemized budget provided for audit reflected amounts of Kshs.632,410,159
and Kshs.720,418,571in respectof useof goodsand servicesand otherpayments, which
were higher Kshs.530,459,997 and Kshs.587,819,170 respectively, included in the final
expenditure amount of Kshs.2,471,379,546, yet there was no evidence of approvals to
cover the excess budget.

The shortfall in revenue and under-expenditure implies that the Company's planned
activities were not fully realized during the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion, Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources and Basis for Conclusion on Effectiveness
of lnternal Controls, Risk Management and Governance sections of my report, based on
the audit procedures performed, I confirm that public resources have not been applied
lavrrfully and in an effective way.

Basis for Conclusion

1.0 Tax Penalties and lnterest on Unremitted Statutory Deductions

The statement of financial position reflects trade and other payables balance of
Kshs.5,815,045,51 1 which, as disclosed in Note 34 to the financial statements, includes
accrued tax penalties and interest balance of Kshs.1,313,777,324 which arose as a result
of the Company's failure to remit to the respective statutory bodies the following
deductions from payroll and other taxes amounting to Kshs.2,331,689,786 that had
accumulated over many years:

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Descriptio 1

Amount
(Kshs.)

VAT Pavah le 1,000,468,324
PAYE PavT rble 844,663,250
Withholdinr Tax Payable 10,827,023
Sugar De* lopment Levy Payable 474,109,867
Maintenanc e Levy Payable 1,621,322
Total 2,331,689,786

Human2.0

ln the ci mstances, the accrued tax penalties and interest balance of
Kshs.1 ,313,

rce Management

2.1 Staff in

As reported i

ng Capacity

since May,
capacities in
C (14)(1) of

the previous year, the Managing Director has been in an acting capacity
17. Further, eighteen (18) staff members continued serving in acting
rious positions for more than six (6) months. This was contrary to Section

Human Resource Policies and Procedures Manual, which states that
acting all ce will not be payable to an officer for more than six (6) months

ln the circu ces, Management was in breach of the law

2.2 Non-C pliance with One- Third of Basic Salary Rule

Review of thd Unionisable Personnel's payroll for the year under review revealed that in
the month of
of their basic
(PSC) Humar

ne, 2022, the net salaries for seven (7) officers were less than one third
y. This was contrary to Section C1(3) of the Public Service Commission

Resource Policies, 2016

ln the circu ces, Management was in breach of Public Service Commission (PSC)
Human rce Policies

2.3 Non-C pliance with Affirmative Action on Gender, Ethnicity and Regional
Distri

Review of payroll records revealed that the Company had a total of 461 permanent
le staff members. However, review of staff personal records indicates thatand pensior

46% of the belong to one ethnic community, contrary to the provisions of Section
7(1) and (2) of the National Cohesion and lntegration Act, 2008. Further, Human
Resource s revealed that during the year under review, out of the 461 st4ff
members, 38 (or 82o/o of the workforce) were male and 81 (or 18Yo) were female. Thtis
was contrary the provisions of Section 175 (c) of the Constitution of Kenya ,2010 since
the gender ba nce was not achieved in the staff composition

ln the circum nces, Management was in breach of the law.

3.0 Direct P rement

The of comprehensive income reflects cost of sales amount of
Kshs.1,958, ,060 which includes Kshs.742,400 paid to a firm for the supply and
delivery of Motor. However, it was noted that the latter amount was incurred

on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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through direct procurement, contrary to the Public Procurement and Asset Disposal'
Regulations,2020. No evidence was provided that the conditions for use of the method
as provided in Sections 90 and 91 of the Public Procurement and Asset Disposal
Regulations,2020 had been met.

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

4.0 Management of Inventories

As disclosed in Note 22 to the financial statements, the inventories balance of
Kshs.248,346,056 is net of an impairment of Kshs.61,636,216. The impairment, as
explained by the Management, was in respect of obsolete stock in the stores. However,
no annual asset disposal plan was provided for audit review. Further, there is no evidence
of policies or guidelines having been developed and implemented on valuation and
costing of inventories.

ln the circumstances, the basis of valuing the inventory totalling to Kshs.248,346,056
could not be confirmed.

5.0 Avoidable Penalty Payment

Review of statutory deductions records revealed that the Management delayed to remit
the monthly NSSF for the month of March, 2022 of Kshs.1,162,300 contrary to Section
27 (1) of the NSSF Act, 2013, which states that if any contribution for which a contributing
employer is required to pay to the Fund is not paid within one month after the end of the
month in which the last day of the contribution period to which it falls, a sum equal to five
per cent of the amount of that contribution shall be added to the contribution for each
month or part of a month that the amount due remains unpaid, and any such additional
amount shall be recoverable at the same time and in the same manner as the contribution
to which it is added. As a result, the non-remittance attracted a penalty of Kshs.523,035.

ln the circumstances, the lt/lanagement was in breach of the law. Also, the penalty of
Kshs.523,035 was a nugatory expense to the Company.

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, because of the significance
of the matters discussed in the Basis for Adverse Opinion, Basis for Conclusion on
LaMulness and Effectiveness in Use of Public Resources and Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance sections of my
report, based on the audit procedures performed, I confirm that internal controls, risk
management and governance were not effective.

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Basis for

1.0 Lack

clusion

rd of Directors

As previous reported, review of records provided revealed that the Company operated
without a of Directors as the term of the existing Board ended on 22 July, 2020
after it was d , and no reason was provided for non-replacement. As a result, the
Company d of have Board of Directors'sub-committees such as the Audit Committee,
Human Re and Finance Committee and Strategy and Technical Committee to
provide ht to Management's activities in line with good corporate governance
practices. F
reflected in
budget was

r, the Company had an estimated budget of Kshs.3,386,021,000 as
financial statements. However, Management did not explained how the

and approved

financial statements submitted for audit included the Chairman's repo,rt,
rs' report and statement of Directors' responsibilities which were signed

naging Director on behalf of the Chairman. ln addition, the statement of
Directors' sibilities indicates that the financial statements were approved on
30 Septemb ,2022 which casts doubt on the authenticity of the financial statements fior
the year und revtew

!n addition,
Board of Di
by the Ag.

ln the circu
manageme nd

2.0 Lack

Review of

audit, nucle
reports to

Committee
processes,

audit ta to audit eight (8) audit areas. However, it was noted that the audit covered
only four (4) s which included !mprest procedures and claims audit, land preparation

nces, the effectiveness of the Company's internal controls, risk
overall governance could not be confirmed.

dit Committee and a Functional Internal Audit

al audit work plans for the year under review revealed that the internal

estate audit and security audit. However, evidences of submission of the
, Management and of whether the recommendations were thereafter

nd the Company had been operating without an Audit Committee, contrary
the Mwongozo Code of Governance for State Corporations Guidelines. ln

e Board, monitoring and review of the effectiveness of the internal audit
of internal controls, risk management systems and financial statements

implemented not provided for audit

Further, it noted that the term of the Audit Committee Members lapsed on
22 July,2020
to Section B
the absence of a proper functioning internal audit unit and an established Audit

among other nctions may not have been carried out.

ln the ci stances, the effectiveness of the Company's internal controls, risk
managemen d overall governance could not be confirmed

Weaknesses3.0 lT Co

The Code of nce for State Corporations Guidelines Chapter 3 and The National
Treasury Ci
or agencies

ar No. 03/2009; Ref: MOF/IAG/033(75) requires that Government entities
ould, among other things, develop and establish Risk Management Policy

and Fra (RMPF) to guide its strategic and operational activities. However, the
Company di not have an lT Strategic Committee; an lT strategic plan which supports
business req rements and ensures that lT spending remains within the approved lT

on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022

13
Report of the A



I

strategic plan; formally approved lT Security Policy to ensure data confidentiality, integrity'
and availability; documented and tested emergency procedures; copies of the lT
continuity plan; and disaster recovery plan.

!n the circumstances, the effectiveness of lT internal controls could not be confirmed

4.0 Lack of Standard Costing Method

Although the Company is a manufacturing entity, the standard costings for its main
product, sugar, was not provided for audit. lt was therefore difficult to establish the unit
cost that went into producing one kilogram of sugar.

Under the circumstances, the Company could not be able to monitor its costs effectively.

5.0 Under-Supply of Fuel

lncluded in Note 7 to the financial statements are other factory overheads amounting to
Kshs.28,911,323 which includes expenses on fuel supplied. Management entered into an
agreement with National Oil Corporation, through Government to Government, for the
supply of oil during the year under review. However, review of delivery records indicated
that the fuel received was less than the orders issued as follows:

Order No. GRN No.
Order Value

(Kshs.)

Actual
Receipt
(Kshs.)

Variance
(Kshs.)

POr-0003318 GRN-0004612 2,024,074 1,983,187 40,886
POI-0002918 GRN-0003866 1,905,000 1,879,070 25,930
POI-0003270 GRN-0004540 1,821,667 1,779,667 42,000
POr-0003390 GRN-0004912 1,821,667 1,786,751 35,916
POI-0002993 GRN-0003990 2,116,667 2,041,900 74,767
POt-0003514 GRN-0005073 2,024,074 2,003,833 20,241
Total 201,930

No explanation was provided by the lVlanagement for not putting in place effective internal
controls for fuel management.

ln the circumstances, the effectiveness of internal controls over fuel management could
not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance 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;

Report of the Audilor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022

14



ii. ln my op
far as ap

, adequate accounting records have not been kept by the Company, so
ars from the examination of those records; and,

iii. The Com ny's financia! statements are not in agreement with the accounting records
and retu

Responsibil es of Management and Board of Directors

Manage responsible for the preparation and fair presentation of these financial
statements i accordance with lnternational Financial Reporting Standards and for
maintaining internal control as Management determines is necessary to enable
the p of financial statements that are free from material misstatement, whether

error and for its assessment of the effectiveness of internal controls, risk
nd overall governance.

due to fraud
managem

ln preparing financial statements, Management is responsible for assessing the
Company's
related to
Manageme

Manageme

ility to continue as a going concern, disclosing, as applicable, matters
ng concern and using the going concern basis of accounting unless

aware of the intention to liquidate the Company or to cease operations.

Auditor I in accordance with the provisions of Section 47 of the Public Audit
Act,2015.

ln addition,
statements
activities, fin

the responsibility for the preparation and presentation of the financial
bed above, Management is also responsible for ensuring that the

in complian
cial transactions and information reflected in the financial statements are
with the authorities which govern them, and that public resources are

applied in an ctive way

The Board irectors is responsible for overseeing the Company's financial reporting
process, the effectiveness of how the Management monitors compliance with
relevant leg

s also responsible for the submission of the financial statements to the

ve and regulatory requirements, ensuring that effective processes and
place to address key roles and responsibilities in relation to overall
risk management, and ensuring the adequacy and effectiveness of the

control envi ment.

Auditor-G l's Responsibilities for the Audit

The audit ob are to obtain reasonable assurance about whether the financial
statements a whole are free from material misstatement, whether due to fraud or error,
and to issue auditor's report that includes my opinion in accordance with the provisions

iance withof Section 48
Article 229(7)

the Public Audit Act,2015 and submit the audit report in compl
the Constitution. Reasonable assurance is a high level of assurance but

is not a gu that an audit conducted in accordance with ISSAIs will

systems are
governance

a material m
or error and
reasonably b
of these fi lstatements

ln addition to
performed to

always detect
rise from fraudnt and weakness when it exists. [t/isstatements can a

re considered material if, individually or in the aggregate, they could
expected to influence the economic decisions of users taken on the basis

e audit of the financial statements, a compliance audit is planned and
a conclusion about whether, in all material respects, the activitie$,
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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 mord 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.

o Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. tvly conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Company to cease being a going concern.

o 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.

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 2
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.Chemelil Sugar Cornpany Limited
'Annuat 

Reports and Financial Statements
For the year ended lune 30, 2022

5TAIEMENT OF COMPRETIENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2022

REVENUES

Revenue

Cost of sales
6

7

7,472,817,728
1,958,695,050

2,21L,521,653
2,217,841,943

Gross profit/(loss) 1485,877,3321

106,870,056

(6,320,290)

38,569,784Fair value gain on biological assets 8

9
10

11

11

OIHER INCOME

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

Government t82,0t7,97L
360,974

74,418,06t
(3,053,294)

518,630
12,903,Q7

16,L74,7751

Total 193,733,7L3 7,L471263

OPERATING EXPENSES

Selling and distribution expenses
Administrative expenses
Finance Costs

L2

13
74

15

L4,0O7,603

473,096,653
22,516,936

1o,442,772
502,885,881

78,000,260

Total 509,62L,L92 591,328,913

PROFTT/( LOSS) BEFORE TAXATTON

rNcoME TAX EXPENSE/(CREDtT)

PROFlT/(LO5S) AFTER TAXATION

(694,894,756) (551,932,155)

15

(694894,756) (551,932,156)

OTHER COMPREHENSIVE INCOME
Falr value through comprehensive income
Surplus or deficit on revaluation of ppE

TOTAT COMPREHENSIVE INCOME FOR THE YEAR 1694,894,7561 (551,932,1561

Earning/(Loss) per share - basic and diluted t7 (6s.58) lsz.t7l

Total Comprehensive
diluted

Earning/(Lossi) per share - basic and t7 (6s.68) (s2.17)

Dividend per share 18

I



Chemelil Sugar Company Ltd

Annual Reports and Financial Statements
For the vear ended June 30. 2022

STATEMEi.IT OT FINANCIAL POS]TION AS AT 30 JUNE 2022

The financial statements were approved the Board on 2022and signed on its behalf bY:

Managing
Name: EMMANUEL NGALA

ACCA M/No:0680452

2

ASSETS

Non-Current Assets

Property, plant and equipment
Biological Assets

Staff receivables due after one year

19

2t
23(c)

5,056,793,211
t08,775,443

5,165,953,325
47,747,720

Total Non{urrent Assets
Current Assets
lnventories
Trade and other receivables
Tax recoverable
Bank and cash balances

5,165,568,654 s,207,70L,O45

22

23(a)

24

26

248,346,056
249,545,905

L4,608,376
41,681,834

255,519,621
328,708,100

15,183,641
(52,638,719)

Total Current Assets t

,

I

t

s54,182,L7L 546,772,643

TOTAL ASSETS 5,719,75O,826 5,754,473,689

EQUrYAND UABttrilES
Capltal and Reserves
Ordlnary share capltal
Revaluation reserve
Retained earnings
Capltal and Reserves

27

28

29

2t1,59t,520
4,6\4,544,226

(8,993,501,754)
(4167,365,908)

211,591,620
4,6L4,544,226

(8,298,605,998)

13,472,47L,L521

Non{urrent Uabilities
Borrowings 31 3,569,131,027 3,646,514,091

Total Non-Current Liabilitles 3,669,13t,027 3,546,614,091

Current liabilities
Borrowings
Deferred lncome
Trade and other payables

Retirement benefit obligations
Provision for leave pay

Dividends payable

Total Current Laabilities

31

33

34

35

36

37

286,8s0
110,939,785

5,815,045,511
246,450,247

35,563,528
9,699,787

5,217,985,708

724,549,3L2
5,219,210,180

206,142,460
20,729,0L1
9,699,787

5,580,330,750

TOTAT EQUITY AND LIABILITIES 5,719,750,826 s,7s4,473,689

r
Name: GABRIEL

Chalrman, Board of

1

1

:

I
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Kshs

21L,59L,62O

Kshs

4,6L4,544,226

Kshs Kshs Kshs

(7,7L9,520,9L41

(27,753,9281

(7,746,674,9421

Kshs Kshs

(2,893,395,059)At July L,2O2O (As prevlously stated

year adrustment

At July 1, 2020

Revaluation gain

Total comprehensive income

Dividend paid

211,591,620 4,6L4,544,226 (2,920,534996)

1549,280,574t. (549,280,574)

At June 30,aOZL 21L,591,520 4,614,544,226 (8,295,955,416)

(8,295,955,4161

(2,651,582)

(8,299,605,999)

(3,469,819,570)

(3,469,819,S70)

(2,651,582)

13,472,47L,1531

At July 1, 2021 (As prevlously stated

Prior year adjustment

At July 1, 2021 (As restated)

Revaluatlon gain

Total comprehensive income

Dividend paid

211,,591,620 4,614,544,226

2LL,59L,62O 4,6L4,544,226

(694,894,756) (594894,756)

At June 30,2022 2L1,59L,62O 4,6L4,5M,226 (8,993,501,754) (4167,365,908)

{*ruEu.
(l{{itG.

l1',II' Jrll
aDlgntiil{ru

-iltbu1
I*lrJU:liiL.lr.r.':f.J{i,liLi

^.!G

For the year ended June 30, 2021
STATEMENT OF CHANGES IN EqUIW FOR THE YEAR ENDEO 30 JUNE 2022

The prior year adjustment relates to correctlon of an error in the capture of sales revenue during the previous year whose details are provlded under note 30

a

3

=
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Chemelil Sugar Company Llmited

Annual Reports and Financlal Statements
For the year ended June 30, 2022

STATEMENT OF CASH FTOWS FOR THE YEAR ENDED 30 JUNE 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from/(used ln) operatlons

lnterest received
lnterest paid

Dividends paid
Taxation paid

Net cash generated from/(used ln! operatlng activities

CASH FTOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment
Proceeds from dlsposal of property, plant and equipment
Purchase of lntangible assets

Net cash generated from/(used ln) lnvestlng actlvltles

CASH FTOWS FROM FINANCING ACTIV]TIES

Proceeds from borrowing
Proceeds from grant
Repayment of borrowings

Net cash generated from/(used in) flnancing actlvitles

INCREASE/(DECREASE) IN CASH AND CASH EqUNATENTS

CASH AND CASH EqUNATENTS AT BEGINNING OF YEAR

Effects of foreign exchanges rate fluctuations

CASH AND CASH EqUVALENTS AT END OF THE YEAR

146,726,953 (13,036,447)

146,726,953 (13,035,447)

(52,693,250) (37,s36,098)

37(al

37(d)
37(d)
37(e)

24

19

20

37(b)

94,320,553

(52,638,719)

(64,701,229)

12,062,510

37(b)
37(f)

31

(52,693,250) (37,536,098)

(14,128,684)

286,850 {14,128,684)

285,850

I

41,681,834 (52,538,719)

5



Total lncome

Surplus for the perlod

Kshs Kshs

(3,385,021,000) (3r386,021,000)

(234,658,033) (234,658,033)

11,776,484,7901 (2,144,57t,3621

694,894,756 17,464,587,9411

Revenue

Sale of goods {net)
Finance lncome

Other income

Kshs

(3,874,431,O0O)

(4,000,000)

((42,625,7521

Kshs

{3,874,431,0O0}
(4,000,000)

(42,625,752)

Kshs

12,407,613,2721

(3,639,026)

260,690,935

11,472,9t7,7291
(360,974)

(303,306,087)

Expenses

Compensation of employees

Use of goods and services

Finance cost

Other payments

Total expendlture

530,459,997

1,956,832,800
76,25L,000

587,8L9,L70

3,757.,362,967

530,459,997

1,956,832,800

76,25t,0O0

587,8L9,L70

3,151,362,967

632,410,159

1,096,033,990

22,516,936

720,4L8,571

2,47!,379,546

(101,950,162)

860,799,920

53,734,064

(132,599,401)

679,983,421

For the year ended lune 30, 2O22

STATEMENT OF COMPARISON OF BUDGET AND ACTUAT AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2022

EXPLANATION OF VARIANCES

i) Sale of goods: The adverse varlance resulted from lower sugar sales of 17,246 tonnes against the budget of 5Q596 tonnes due to lower than budgeted
production in the year

ii) Flnance lncome: The lower than budgeted income was because the Company's advances to farmers had reduced due to limited resources

iii) Other income: The posltlve variance was because the Company recorded hlgh gains upon valuatlon of its sugarcane plantation. Mature cane inventory increased

ln the Nucleus Estate during the 3 months of no harvest due to factory maintenance.

lv) Employee compensatlon: The overrun was due to additional contracted employees engaged during plant maintenance and increase in leave liability.

v) Use of goods and servlces: The positive variance arose from the fact that the hctory milled only 276,853 tonnes of cane out of the 514956 budgeted. Factory

milling operations stopped from April 2022 to July 2022 for maintenance and repair of the plant.

vl) Flnance cost: The lower than budgeted interest cost was because the Company's advances to farmeru had reduced due to limited resources

vii) Other Payments; The adverse variance arose because the cost of running the factory escalated due to spares and repairs arising from frequent breakdowns

before stoppage for the major maintenance. The major out of crop maintenance lncreased factory costs even further.

I
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Chemelil Sugar Company Llmlted

Annual Reports and Financial Statements
For the year ended lune ?o, 2022

NOTES TO THE FINANCIAT STATEMENTS

1. GENERAT INFORMATION

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

Companies Act (Cap a86). The Company is wholly owned by the Government of Kenya and is domlciled ln Kenya- The

entity's prlncipal activities are manufacture and marketlng of sugar from sugarcane and establishment of su8arcane

plantations.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement offinancial position

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

statements

2. STATEMENT OF COMPUANCE AND BASIS OF PREPARATION

3.

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued

amounts of certain items of property, plant and equipment, marketable securities and financial lnstruments at falr

valuE, lmpaired assets at their estimated recoverable amounts and actuarially determined liabllities at thelr present

value. The preparatSon of financial statements ln conformlty with lnternational Financial Reporting Standards (IFRS)

allows the use of estimates and assumptions. lt also requlres management to exerclse judgement i0 the process of

applylng the entity's accounting policies. The areas involving a higher degree of judgement or complexity, or where

assumptlons and estimates are significant to the financial statements, are disclosed in Note 5.

The financial statements have been prepared and presented in Kenya Shillings, which ls the functional and reporting

currency of the Company.

The financial statements have been prepared in accordance with the PFM Act, the State Corporations Act and

lnternational Financial Reporting Standards (IFRS). Ihe accounting policies adopted have been consistently applied to

all the years presented.

APPLICATION OF NEW AND REVISED !NTERNATTONAL FINANCIAL REPORTING STANDARDS (IFRS}

l) Relevant new standards and amendments to published standards effective for the year ended 30 lune 2022

Amendments to IFRS 76 titled'Covid-lg-Reld/ted Rent C/:,ncesslons beyond 30 lune 2027' (issued tn Marth 2020)

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

May 2020 amendment that provides lessees with an exemption from assessing whether a C0VTD'l9-related rent

concession ls a lease modlfication.

Amendments to IFRS g, tN ?g, |FRS 4 and IFRS 76 titled "lnterest Rote Benchmork Reform - Phase 2' (issued in

August 2020)

The amendments, applicable to annual periods beginning on or after 1 January 2021, with amendments that

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

replacement with alternative benchmark rates.

Amendments to tAS 4l Agriculture -Toxotion ln foirvolue medsurements (issued on 74 Moy 2020).

The amendment ls effective for annual periods beginning on or after 1 January 2022. Early application is

permitted. lt removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows when

measuring the fair value of a biological asset using a present value technique' This will ensure consistencl with the

requirements in IFRS 13.

7
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THE FINANC]AL ENTS (Contlnued)

3. APPLICATION OF NEW REVISED INTERNATIoNAt FINANCIAL REPORTING STANDARDS (IFRS) (Continued)

lil New and amended and lnterpretations ln issue but not yet effective ln the year ended 30 June 2022

Anendments to 7 titled Closslflcatlon of tlobllitles os Current or Non-current (lssued ln ton 2020) The
ble to annual perlods beglnnlng on or after 1 January 2023, ' provlding a more generalamendments,

approach to the
reporting date.

of liablllties under IAS 1 based on the contractual arrangements in place at the

Amendments to 72 tltled 'Defened lax reloted to Assets ond Llabllitles orislng from a Single Tronsaction
(issued ln May The amendments, applicable to annual periods beginning on or after 1 January 2023, 'that
clarifo how co account for deferred tax on transactions such as leases and decommissioning obligatlons

Amendments to 77 titled 'Amendments to tFRs 77' (issued in tune 2020) The amendments, applicable to
annual periods
were ldentified

on or after 1 January 2023, 'to address concerns and implementatlon challenges that
IFRS 17'lnsurance Contracts'

timited

7 tttled 'Disclosure of Accounting Policles' (issued in February 20211 The amendments,
periods beginning on or after l January 2023, 'wlth amendments that are intended to help
which accounting policies to disclose in their financial statements '.

Amendments to
applicable to ann
preparers in deci

Amendments to 8 titled 'Definition of Accounting Estimotes' (issued in Februory 2027) Ihe amendments,
periods beginning on or after 1 .lanuary 2023, 'to help entities to distinguish betweenapplicable to

accounting policies accounting estimates.

Amendments to 77 titled "lnsuronce Controcts' (issued ln Moy 2074 The amendments, applicable to annual

or after 1 January 2023.periods beginning

Amendments to 76 titled "Propefi, Plont ond Equipment - Proceeds before lntended Use' (issued in
mendments, applicable to annual periods beginning on or after 1 January 2022,'regarding
items produced whlle bringing an asset into the location and conditlon necessary for it to be

February 2020)
proceeds from sel
capable of in the manner intended by management'

cycle titled 'Annuol lmprovements to ,FRS Stondards 2078-2020' (lssued ln Moy 2020)
ble to annual periods beginning on or after 1 January 2022. The pronouncement

The Directors do
potential impact

i plan to apply any ofthe above until they become effective. Based on their assessment of the

application of the above, they do not expect that there will be a significant impact on the
company's ts.

contains amend to four lnternational Financial Reporting Standards (lFRSs) as result of the IASB's annual
improvements

Amendments to
amendments, ap

regarding costs a

onerous'.

37 titled "Onerous Controcts - Cort of Fulfilling q Controd (issued ln Moy 2020) The
to annual periods beginning on or after 1 January 2022, amending the standard

should include as the cost of fulfilling a contract when assessing whether a contract is

Anendments to 3 titled ' Reference to the Conceptual FrameworY (lssued ln Mdy 2020) The amendments,

applicable to a rl periods beginning on or after 1 January 2022, with amendments to IFRS 3'Business

pdate an outdated reference in IFRS 3 without significantly changing lts requirements '.

Annual
The am

Combinations'
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Chemelil Sugar Company Limlted

Annual Reports and Flnancial Statements
For the vear ended June 30. 2022

NOTES TO THE FINANC:AI STATEMENTS (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATTONAL FINANCIAL REPORTING STANDARDS (IFRS) (CONtiNUCd)

lmpact of standards and lnterpretation:

The directors anticipate that the adoption of new Standards, Amendments and lnterpretations resulting from the

lnternational Accounting Standards Board (IASB)'S improvements to IFRS listed above will have no material impact

on the financial statements of the company and will be adopted as need arlses according to the existing policies

and strategles. The IASB's annual lmprovements process deals wlth non-urgent, minor amendments to standards.

m Earlyadoptionofstandards

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

4. SUMMARY OF SIGNIFICANT ACCOUNTING POI.ICIES

The principle accounting policies adopted in the preparation ofthese financial statements are set out below:

af Revenue recognition
Revenue is recognised to the extent that it is probable that future economic benefits will flow to the Company and

the revenue can be reliably measured. Revenue ls recognised at the fair value of consideration received or

expected to be received in the ordinary course of the Compont's activities, net of value-added tax (VAT), where

applicable, and when specific criteria have been met for each of the Company's activities as described below.

i) Revenue from the sale of goods and seryices is recognised in the year in which the Company delivers

products to the custorner, the customer has accepted the products and collectabllity of the related

receivables ls reasonably assured.

ii) Grants from National Government are recognised in the year in which the Company actually receives such

grants. Recurrent grants are recognized in the statement of comprehensive lncome. Development/capital

grants are recognlzed ln the statement of financial position and realised ln the statement of cornprehensive

incorne over the useful life of the assets that has been acquired using such funds.

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

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

method.

iv) Rental lncome ls recognised ln the lncome statement as it accrues using the effective lease/tenanc1

agreements.

v) Other income is recognised as it accrues.

b) ln-kindcontributions

ln-kind contributions are donatlons that are made to the Company in the form of actual goods and/or services

rather than in money or cash terms. These donations may include vehicles, equipment or personnel services.

Where the financial value received for in-kind contributions can be reliably determined, the Company lncludes

such value in the statement ofcomprehensive income both as revenue and as an expense in equal and opposite

amounts; otherwise, the contrlbutlon is not recorded.

9
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NOTES TO THE rtrunruClat STATEMENTS (Continued)

4. SUMMARY OF SIGNTFICANT ACCoUNTING PoLlclES (Continued)

cl Propert% plant and equipment

All categories of property, plant and equipment are initially recorded at cost less accumulated depreciation and

impairment losses. Historical cost comprises expenditure initially lncurred to bring the asset to lts location and

condition for its intended use. Subsequent costs are included in the asse(s carrying amount or recognized as a

separate asset, as appropriate, only when it ls probable that future economic benefits associated with the item will

flow to the Company and the cost can be reliably measured. The carrying amount of the replaced part is

derecognized. All other repairs and maintenance are recognized in the profit or loss account ln the financial period in

which they are incuned.

Certain categories of property, plant and equipment are subsequently carried at re-valued amounts, being thelr

fair value at the date of re-valuation less any subsequent accumulated depreciation and impalrment losses'

Where re-measurement at re-valued amounts is desired, all items in an asset category are re-valued through

periodic valuations carried out by independent external valuers. Any accumulated depreciation at the date of

revaluation is eliminated against the gross carrying amount of the asset, and the net amount is restated to the

revalued amount ofthe asset.

lncreases in the car;ying amounts of assets arising from re-valuation are credited to other comprehensive income'

Decreases that offiet prevlous increases in the carrying amount of the same asset are charged against the

revaluation reserve account; all other decreases are charged to profit or loss in the income statement'

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

charged to the statement of comprehenslve income) and depreciation based on the asset's original cost is

transferred from the revaluation reserve to retained earnings.

Gains and losses on disposal of items of property, plant and equipment are determined by comparing the

proceeds from the disposal with the net carrylng amount of the items, and are recognlsed in profit or loss in the

income statement. On disposal of revalued assets, amounts in the revaluation reserve relating to that asset are

transferred to retained earnings.

dl Depreciation and impairment of property, plant and equipment

Freehold land and papital work in progress are not depreciated. Capital work in progress relates malnly to the cost

of ongoing but incomplete works on buildings and other civil works and installations-

Depreciation on property, plant and equipment is recognised in the income statement on a straight-line basis to

write down the coit of each asset or the re-valued amount to its residual value over its estimated useful life' The

annual rates in use hre:
Rate %

, i)Buildings and roads:
Buildings 2'sO%

Roads t2'25%

ii)Plant, e$ripment and machinery:
Factory plant and machinery
lrrigation project
Agricultural implements
Wheeled tractors and cane loaders

Crawling tractors
Trailers and caterpillar implements

5.OO%

6.57%
10.00%
L2.25%
10.00%

8.33%

l0
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For the vear ended June 2022

NoTES TO THE FtNANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (Continued)

iii)Motor vehicles and other equipment:
Lorries and land rovers t6'57to

Other vehicles 2O'OO%

Office machines, fittings and equipment 20.00%

Household equipment 20.00%

office furniture 1o'oo%

Computer hardware 25.00%

The assets' residual values, useful lives and methods of depreciation are reviewed at each ffnancial year-end, and

adjusted prospectively ifappropriate. A full year's depreciation charge is recognlsed ln the year of asset purchase.

No depreclation ls charged in the year of asset disposal.

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

asset is assessed as greater than its estimated recoverable amount, an lmpairment loss is recognised so that the

asset is written down immediately to lts estimated recoverable amount.

0 Amortisation and lmpairment of lntangible assets

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

years.

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

assessed as greater than its estimated recoverable amount, an impairment loss ls recognised so that the asset is

written down immediately to its estimated recoverable amount.

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

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in clrcumstances

indicate that the carrying amount may not be recoverable.

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

amount. '[he recoverable amount is the hlgher of an asset's fair value less costs to sell and value ln use. For the

purposes of assessing impalrment, assets are grouped at the lowest levels for which there are separately

identifiable cashflowslcash-generating units). Non-financial assets that suffered an impairment are revlewed for

possible reversal of the lmpairment at the end of each reporting period'

g) lnvestment property

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or held under an

operating lease) held for long term rental yields and/or capital appreciation, and which are not occupied by the

entity, are classified as investment property under non-current assets'

t1

30.

el lntangible assets

lntangible assets comprise purchased computer software licences, Which are capitalised on the basis of costs

incurred to acquire and bring to use the specific software. These costs are amortised over the estimated useful life

of the lntangible assets from the year that they are available for use, usually over three years.
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is carried at falr value, representing open market value determined periodically by
values. Changes in fair values are included in profit or loss in the income statement.

ENTS (Continuedl

SUMMARY OF SIGN ACCOUNTING POLICIES (Continuedf

Finance and leases

Leases whtch
leases. Upon

substantially all the risls and rewards of ownership to the entity are classified as finance

the leased asset ls measured at an amount equal to the lower of lts fair value and
the present value the minlmum lease payments, and the asset ls subsequently accounted for in accordance
with the accounting

ell oiher leases are

applicable to that asset.

as operating leases and the leased assets are recognised in the statement offinancial
position to the of prepald lease rentals at the end of the year. Payrnents made under operating leases are
recognised ln or loss on a straight-line basis over the term of the lease. Lease lncentives received are
recognised as an part ofthe total lease expense overthe term ofthe lease.

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

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

on a continuing basis. An estimate ls made of doubtful receivables based on a review of all
year end. Bad debts are written off after all efforts at recovery have been exhausted.

Taxation

lncome tax
income tax and liabilities for the current period are measured at the amount expected to be recovered

or paid to the authorities. The tax rates and tax laws used to compute the amount are those that are
or enacted, at the reporting date in the area where the Entity operates and generates taxable
Current i tax relating to items recognized directly in net assets is recognized in net assets and not in the

ent of Management perlodlcally evaluates posltions taken ln the tax returns with
to situations in applicable tax regulations are subject to interpretation and establishes provisions where

riate.

5

hl

that it is probab

availablg against

tox
tax is
and their
tax liab

ing of the reversal
not reverse in the

using the liability method on temporary differences between the tax bases of assets and

amounts for financial reporting purposes at the reporting date.

recognized for all taxable temporary differences, except in respect of taxable temporary
lnvestments in controlled entlties, associates and interests in joint ventures, when the

the temporary differences can be controlled and it is probable that the temporary differences

future.

recognized for all deductible temporary differences, the carry fonivard of unused tax credits

Deferred tax assets are recognized to the extent that it is probable that taxable profit will
the deductible temporary differences, and the carry forward of unused tax credits and

utilized, except ln respect of deductlble temporary differences associated wlth investments

and interests in joint ventures, deferred tax assets are recognized only to the extent
the temporary differences will reverse in the foreseeable future and taxable profit will be

temporary differences can be utilized

il

le
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Deferred
llabilities

Deferred tax assets

and any unused tax
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unused tax losses can
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NoTES To THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCoUNTING POUCIES (Continued)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no

longer probable that sufficient taxable profit will be available to allow all or part of the defened tax asset to be

utilized. Unrecognized deferred tax assets are re-assessed at each reporting date and are recognlzed to the extent

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

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

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

at the reportlng date.

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

tax ltems are recognlzed in correlation to the underlying transactlon ln net assets. Deferred tax assets and deferred

tax liabilities are offset lf a legally enforceable right exists to set off current tax assets agalnst current income tax

liabilities and the deferred taxes relate to the same taxable entlty and the same taxation authority.

U Cash and cash equlvalents
Cash and cash equivalents comprlse cash on hand and cash at bank, short-term deposits on call and highly liquid

investments with an original maturity of three months or less, which are readily convertible to known amounts of cash

and are subject to insignificant risk of changes ln value. Bank account balances include amounts held at the Central

Bank of Kenya and at various Commercial Bank at the end of the reporting period. For the purposes of these financial

statements, cash and cash equivalents also include short term cash imprests and advances to authorised public

officers and/or institutions which were not surrendered or accounted for at the end of the financial year.

m) Borrowings
lnterest bearing loans and overdrafu are initially recorded at fair value being received, net of issue costs associated

with the borrowing. Subsequently, these are measured at amortised cost using the effectlve lnterest rate method.

Amortised cost is calculated by taking into account any lssue cost and any discount or premium on seHlement.

Finance charges, including premiums payable 6f settlement or redemption are accounted for on accrual basis and are

added to the carrying amount of the instrument to the extent that they are not settled in the period in which they

arise. Loan anterest accruing during the construction of a project is capitalised as part of the cost of the proiect.

n) frade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which ls measured at the fair

value of contractual value of the consideration to be paid ln future ln respect of goods and services supplied, whether

billed to the entity or not, less any payments made to the suppliers.

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

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

employees. The Company also contributes to the statutory National Social Security Fund (NSSF). This is a defined

contribution scheme registered under the National Social Security Act. The company's obligation under the scheme is

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

p) Provision for staff leave pay
Employees' entitlements to annual leave are recognlsed as they accrue to the employees. A provision is made for the

estimated liabllity for annual leave at the reporting date.

l3
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NOTESTO THE FINANCIAI STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuedf

q) 
- 

exch'ange rate differences
The accounting record$ are maintained in the functional currency of the primary economic environment in whlch the

entity operates, Kenya Shillings. Transactions ln foreign currencies durlng the year/period are translated lnto the

functional currency, Kenya Shillings, using the exchange rates prevailing at the dates of the transactions or valuation

where items are re-measured. Any foreign exchange gains and losses resulting from the settlement of such

trBnsactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in

foreign currencies are recognised in profit or loss.

r) Budget informatlon

The Company'sbudget lor FY 2020-2021 was approved by the Ministry of Agriculture Llvestock, Fisheries and Co-

operatives - State Department of Crop Development on 126 August 2020 having received National Treasury

recomrnendation for approval. This was in compliance with requirements of Section 11 and 12 of the State

Cdrporations Act, Cap 44 and Section 68 of the Public Flnance Management Act ,2012.

fhe Company's budget ls prepared on a different basis to the actual income and expenditure disclosed ln the financial

statements. The financlal statements are prepared on accrual basis using a classlfication based on the nature of

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

the financial statemenB were recast from the accrual basis to the cash basis and reclassified by presentation to be on

the same basis as the approved budget. A comparlson ofbudget and actual amounts, prepared on a comparable basis

to the approved budget, is then presented in the statement ofcomparison of budget and actual amounts. ln addition

to the Basis difference, adjustments to amounts in the financial statements are also made for differences ln the
formats and classificatlon schemes adopted for the presentation ofthe financial statements and the approved budget.

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

conform to the required changes ln presentation.

b) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial

statements for tqe year ended June 30,202L.

5 SIGN]FICANTJUDGMENTS AND SOURCES OF ESTTMATION UNCERTAINW

Thepreparationofthebompany's financial statements in conformity with IFRS requires management to make

Judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,

and the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these

assumptions and estimbtes could result in outcomes that require a material adjustment to the carrying amount of the

asset or liability affected in future periods.

Estimates and assumptions
The Company based its assumptions and estimates on parameters available when the financial staternents were

prepared. However, erdsting circumstances and assumptions about future developments may change due to market

changes or circumstances arising beyond the control of the Company. Such changes are reflected ln the assumptions

when they occur.

t4
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The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that

have a slgnlficant risk of causing a material adjustment to the carrylng amounts of assets and liabilities within the next

financial year, are described below.
NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY (CONtiNUEd)

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

and value from disposal:
. The condition ofthe asset based on the assessment of experts employed by the Company

r The nature ofthe asset, lts susceptibility and adaptability to changes in technology and processes

r The nature of the processes ln which the asset is deployed
r Availability of funding to replace the assets
r Changes in the market ln relation to the asset

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

Biological assets
ln arriving at the fair valuatlon of biological assets, the management has adopted IAS 41 and 61 in valuation of cane

bearer plant, cane bearer plant work ln progress, growing consumable cane and livestock.

The Company estimates the fair value of lts growing consumable sugarcane as the product of estimated yield in tonnes

of standing cane at its present age and the prevailing cane price less point of sale cost. The yleld ls estimated as the

product of the area covered by the standing cane in hectares, the age bf cane in months and the average cane yield

per hectare per month (TCHM).

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

cumulative cost of land development and cane establishment from 0-5 months is capitalised. Livestock is recognised at

acquisition cost and revalued at each year end using the prevailing market price for the animal category.

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

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

disclosure of these estimates of provisions is included in Note 13. Provisions are measured at the management's best

estimate of the expenditure required to settle the obligation at the reporting date, and are discounted to present

value where the effect is material.

The Company made the following provisions in the year; Bad and doubtful debts Kshs. 4,137,OtZ; Provision for tax

penalty and interest Ksh. 164,501,412 and lnterest on pension arrears Ksh. 10,385,554. These have been listed as part

of administrative costs under Note.13 (a). The tax penalty and interest has been computed on a self-assessment basls

using the rates contained in the tax procedure act 2015 and other relevant tax leBislations- lnterest on pension

arrears is computed by pension scheme administrators. Other provisions under staff costs are staff gratuity provision

of Kshs. 65,008,880 and leave pay provision of Kshs. 15,882,311 as captured under Note 13 (b).

l5
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NOTESTO THE FINANCIAI STATEMENTS (Continued)

6 REVENUE

lct

Net sales of Sugar

Net sales of Molasses

Totat net sales

Gross sales

Less: Value added ta* on gross sales

L,472,8L7,728
.

1,708,468,565

(235,650,836)

2,217,,52L,653

2,565,355,118

(3s3,843,46s)

L,431,768,203
41,049,525

2,137,180,008
74,347,545

7

Total L,472,8L7,728 2,21L,52L,653

============= ============

Sugar and molasses are the main products of the Company. Molasses is produced as a by-product of the sugar process.

cosr oF sAr.Es
,ltilt'trl.l!,t

lljirj
,.itD i'itY) )

l(-lir-.

Cost of cane milled: Nucleus

OuQrowers
Change in value of ufrmllled cane
Total Cost of Cane rnilled

59,@6,467
1,065,000,234

3.434.000
1.L27

133,001,564
L,337,666,L44

(1.934.000)

Agriculture
Staff Cost

Agriculture overheads

Manufacturing
Staff Cost

Processing Costs

Repalrs and maintenance
Other factory overheads
Depreciation-factory

Change in value ofsugar in process

Change in value of finished goods

Cost of goods sold

109,989,439

40.704.600

150,694,039

297,865,976
42,378,233

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

77.998.089
618,270,36O

54,530,130
7,669,83L

-E?O-701 L.468.733.704

9t,48O,244

55,672,873

147,153,tL7

285,445,L26
55,568,540

L93,922,223
15,062,533
77,998.089

628,096,611
(35,926,384)

9,784,89L

1,958,695,060 2,2L1,841,943

Cane from outgrowers is valued at the cane price paid to farmers while cane from Nucleus estate is valued at the

fair value less point Of sale cost recognised during the latest valuation plus cost of harvesting and transporting the

cane to the factory. filanufacturing cost includes agriculture and factory overheads.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8 FA|R VALUE GA!N/(LOS5| ON BIOLOGICAI ASSETS

1;2;,1!{wl
. t9ir:t

*141.!1.I.4\)
K{rtl

Galn on consumable growing cane

Gain on livestock

106,353,056
517,000

38,208,784
361,000

9

Totat 105,870,056 38,559,784

=========== ===========

The fair value gain on consumable growing cane is determlned ln accordance with IAS 41 as detailed under note 21.

GRANTS FROM NATIONAT GOVERNMENT : T

Reccurrent grants received
Capital grants realized (see note below)
Total

L82,O17,97L

L82,OL7,97t

The government grant relates to Kshs. 138.9 million paid by the Government of Kenya in December 2021 and May

2022 to Chemelil sugarcane farmers to defray arrears of cane proceeds accrued by the Company in 2021 and Kshs

42.6 million paid to various suppliers during the year ending 30 June 2022for maintenance materials supplied and

services rendered during the out of crop factory malntenance carried out between Aprll and August 2022.

10 INTEREST INCOME

lnterest income:
- '- from receivables 360,974 s18,630

Total 360,974 518,530

=========== ===========

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

for farm inputs. The Company recovers these from cane proceeds payable to farmers on harvested cane.

11 OTHER INCOME, GAINS AND LOSSES

(a) Other lncome

*ta&ttt
ilgiBlEmiElrir

IHIHII

:{lt"}-t,{,{i}}l
,ic;r.1

drl{.If{}}t
iE-trt{TiEr.rn

Rental lncome
Other miscellaneous income

t3,L25,873
L,292,1.88

11,967,008
836,399

Total 14,418,061 12,803,407

============ ============

Rental income is received from tenants allocated living quarters within employee residential estates' These

include temporary employees, employees of key service providers and civil servants serving within the local

17
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sales include sale of stock and non-stock items that are not part of the main products

,TEMENTS (Continued)

and Losses

of property, plant and equipment (3,063,345) t6,t74,77s1

(3,063,346) (6,174,7751

=:======== ===========

rcane fields holding sugarcane that had been developed at a total cost of Kshs. 18,021,824

during the year after accumulating depreciation amounting to Kshs. 14,958'478,

bearer plant at a loss equivalent to its undepreciated cost of Kshs. 3,063,346

EXPENSES72

Staff cost - sales nel
Product Handling distribution costs
Depreciation - equipment

Total

13 INISTRATIVE

Ad Costs

Staff costs - other

8,395,258
4,851,640

759,705

5,985,863
3,697,204

759,705

13b)

14,007,603 10,442,772

216,158,486 190,147,39!
366,329
750,000

17,687,596

Directors'
Auditors' remu

awards
Consultancy fees

Medical Services
Staff training
lnsurance costs -
Bank charges and
Electricity and
Repairs and mai ance

Stationery, pri
Travelling and

photocopying

Communication and supplies
Depreciation -

Bad and doubtful
Stock

Tax penalty and

1,860,73s
(3,731,918)

3,070,000
7,966,406

375,727
4,82L,942
!,965,742

32,693,757
5,480,364
6,155,052
4,009,650

632,428
38,620,839
4,137,0t2

12L,226,637)
].64,50L,412

10,387,554

5,286,653
32,000

5,0L3,762
2,498,852
7,845,603
7,688,462
3,447,579
1,546,724

602,833
38,308,693
21,017,688

153,582,355
35,113,480lnterest on

18
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For the year ended June 30, 2022

Other administrative expenses (5,781,904) LL,949,877

Total 473,096,653 502,885,881

============ ============

The tax penalty and interest has been computed on a self-assessment basls uslng the rates contained in the tax

procedure act 2015 and other relevant tax legislations, lnterest on pension arrears is as computed by pension

scheme administrators.
NOTES TO THE FINANCIAL STATEMENTS (Continued)

(b) Staff Costs

Salaries and allowances of permanent employees
Wages of temporary employees
National social security schemes
Pension contributions
Staff gratuity provision
Leave pay provision
Staff welfare

4t7,232,439
130,981,714

2,006,800

6s,008,880
15,882,311
17,757,OgL

435,865,421
131,365,116

2,445,900
I,O79,623

12,252,04s
(1,193,098)

10,391,099

Total

13 (b) STAFF CosTs (Continued)

648,859,235 599,206,108

The average number of employees at the end of the year was:

Permanent ernployees - Management
Permanent employees - Unionisable
Temporary and contracted employees

Total 1,015

The government has restricted employment on permanent basis as a measure to maintain a lean workforce in

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

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

T4 FINANCE COSTS

193

287
494

190
271
554

lnterest expense:
'- on commodity loans

'- on IPF loans
'- on bank overdrafts

Total

22,576,936 78,000,260

22,516,936 78,000,260

lnterest on commodity loans accrue at the rate of 5% on outstanding principal amount and 6% on defaulted

balances.

l9
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is arrived at after charging/(crediting):

plant and equipment
ngible assets

doubtful debts
- fees
- other
- current year fees
- prior year under-provision

plant and equipment

(note 28)

4,L37,Ot2 21,017,688

750,000
1,110,735

3,063,346

366,329
200,000

6,174,775

8L6,72L,4t9 785,755,991

648,869,235
158,791,092

599,206,108
L58,79L,O92

loss

tax expense/ (credit) to the expected tax based on accounting profit

loss before income tax differs from the theoretical amount that would arise using the
rate as follows

taxation (694,894,7s5) (ss1,e32,ls6)

at the statutory tax rate of 30%(20203A%l
208,468,427 (L64,784,t721

not deductible for tax purposes 303,911,233
(48,829,167)under/(over) provision in deferred tax

xxx
xxx

TO THE FINANCIAL

The operating

Staff costs (note
Depreciation of
Amortisation of
Provision for bad

Auditors' remune

Loss on disposal
Net foreign

(a) lncome tax

Current tax

lncome tax

The tax on the Co

statutory income

TAX

'- Prior

Profit/(

(b)

Total

Tax effect

Tax calcu

Directors'

Deferred

trElr,rr'lru
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'- Deferred tax not recogniSed xxx (90,297,894.)

xxxlncome tax expensg/(credit) 
============ ============

The Company has been making loss for a period of time hence no taxable income. The losses together with

deferred taxes are carried forward to future periods.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

L7 LOSS PER SHARE

The loss per share is calculated by dividing the loss after tax by the average number of ordinary shares in issue

during the year. There were not dilutive or potentially dilutive ordinary share as at the reporting date.

Loss for the year attributable to equity shareholders (694,894,7s6) (ss1,932,1s5)

Total comprehensive loss per share attributable to equity

shareholders

Weighted average number of shares in issue (note 27)

Loss per share

Total comprehensive loss per share

1694,894,756l,

10,s79,581

(551,932,156)

10,s79,581

(6s.68)

(5s.68)

(s2.17)

(s2.17)

18 DIVIDEND PER SHARE

The directors do not recommend payment of a dividend for the year (2020/2021: Nil)

2l



19 PROPERTY, PLANTAND EqUIPMENT

COST OR VALUATION

At July 1, 2021

Revaluation Surplus

Additions

Transfers

2,000,000,000

(L8,02]-,824l.

s

8,979,305 118,800 s2,693,250

ls

1,955,480,000 t,s22,996,207 20,34?,595 95404,6L3 L37,25O,37L 2'2,252,033 5,754,7t6,809

43,s95,145

(46,578,s68)45,578,568

(18,021,824)

1,956,480,000 1,531,955,512 20,343,585 95,523,413 155,807,115 19,268,610 5,789,388,234At June 30,2022

COMPRISING

Cost

Valuation

3,55L,424

L,952,928,576

900,822,428

531,143,084

23,519,836

13,t76,2stl

95,523,413 165,807,115 19,268,610 L,248,492,826

1,956,480,000 1,531,965,512 20,343,585 95,523,413 165,807,LL5 19,268,610 5,789,388,235Total

DEPRECIATION

At July 1, 2021

Reversed on Revaln

Charge for the year

lmpairment loss

Eliminated on disposal

85,337,815 588,763,484

17,L86,2O72,368,188 158,790,07086,777,663

14,958,531)

3,853,66449,204,347

L46$57,45L 255,386,390 L2,2O9,951 89,77L,876

78,241,,623 19,268,610 5,O56,793,2tL4,279,970 3,983,349t,760,678,202 1,190,401,458
June 2022
NET BOOK VALUE At

i

qr J!sr!.ttgttLJ

For the year ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Bulldlngs & civil
works

Plant and
machinery

Furnitu re,
fittings &

Suga rcane
Bearer Plant

Year 2022 Freehold land
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

20 PROPERTY, PLANT AND EqUIPMENT

2,0o0,oo0,ooo 1,956,480,000 L,520,622,467 19,984,965 92,799,368 t57,7t9,064 t,235,542 5'748'84t'406

37,536,0982,363,740

KshsKshs KshsKshsKshs KshsKshsKshs

t]-,t92,oO2
3s8,620 2,605,246

COST OR VALUATION

32,208,493

(11,192,002)

At July 1, 2020

Revaluation SurPlus

Additions

Transfers

Disposals

At June 30,202L
95,4O4,6t31,956r480r0002r000r000r000

L37,25O,?7t 22,252,033

COMPRISING
3,55t,424Cost

Valuation s,7s8,228,47398,009,85920,343,585

23,878,456 98,009,859 '116,78L,678 43,268,524 L,L77,333'O64

2,000,000,000 1,95

L,522,986,207

DEPRECIATION

At July 1, 2020

Charge for the Year

Eliminated on disPosal

459,452,304

L54,804,053
95,188,534

74,642,165
86,744,939

2,426,938
9,336,087

3,873,864
170,358,745

85,027,645
97,824,000

48,833,45L

891,843,\23

637,743,O84

146,657,45LAt June 30,2021
85,337255,385,390 L2,709,95L 89,171,876

2,O0O,OOO,O0O t,809,822,549 L,257,599,8L7 8,133,634 6,232,737 51,912,555 2?,,252,033 5'L65',953',325

June 2021.
NET BOOK VALUE At

Land and buildings were revalued on 3orh June 201g by Tysons Limited based on open mlrket value basis (level2)- The same'valuers valued fuctory plant and

machinery, aBricultural machinery and equipment and rnotor vehictes on a depreciated replacement cost basis (level2)' The capital work in progress balance mainly

represents expenditure on development of sugarcane within the company's nucleus estate that was still at immature stage (0-5 months) as at the reporting date'

Plant and
Year 2021

vehlcles,
Freehold land

Suga rcane
Bearer Plant

Buildings & civil
works

. Furniture,
fittings &

equlpment..
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TO THE TINANCIAL ATEMENTS (Continued)

19 PROPERTY, PLANT D EQUIPMENT (continued)

"The Company for its biological assets in accordance with revised IAS 41 and IAS 16. Under the standards,
the root system of sugarcane is recognised as bearer plant from the 7th month when it is fully developed
At this stage, s ne begins to bear produce (sucrose) and remains productive for at least 3 harvest cycles of 16

stamps sprout again into a new produce after each harvest.months each as

Significant assum made in determining the carrying values of bearer plants include:
carried at cost less depreciation. The cumulative cost of developing cane has beena) Bearer

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

b) Cane aged is considered immature since the root system is still developing. Cost incurred at this
stage ls as work in progress.

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

As at 30th June
mature bearer pla

immature bearer pl

During the year, ha (2021: 499) was planted with new cane, 445.4 ha (2021: 188 ha) of growing cane
matured and was for capitalization as addition to bearer plant asset while 169.3 ha (2021: 2791 ot
mature bearer pl fallowed or uprooted by ploughing.

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

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

Motor vehicles, motor cycles

70%12027:58%l of the nucleus estate farm measuring 7,598.2 ha (2021: 1,335.5 ha) had
Fifteen percent (2021: L4Yol of the estate land measurin1346.9 ha (2021: 311.7) had

while 15% l2O2L:.28%ll was fallow.

equipment,Furniture, fittings
Cane bearer plant

Total

Motor vehicles,
Furniture, fittings
Cane bearer plant

ing motor rycles
equipment,

70,286,455
6,455,299

76,74L,754

70,286,455
6,oo4,o3o

14,O57,297
1,533,133

14,057,291
t,425,957

Total 76,290,485 L5,483,248

========== ==========
700 hectares of freehold land. The land has been charged to secure banking facilities grantedThe Company

to the Company as in note 31. The land was last valued on 30th June 2018 by Tysons Limited on an open

market basis at The value of the land has been reflected in the statement of financial position

as part of property and equipment.

24
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NOTES To THE FINANCIAL STATEMENTS (Continued)

2L. BTOTOG|CAL ASSETS

Cane

At the beginning of the year

Prior year adjustment

At the beginning of the year restated

Decrease due to harvest at fair value less point of sale costs

Gains arising from changes in fair value attributable to:

- biological transformation
- price changes

40,501,720

40,501,720

(39,542,333)

99,235,183

7,716,872

126,055,968

(27,153,928)

98,903,040

(96,510,103)

10,676,843

27,53L,940

959,387 2,292,937

Fair value gain/(loss) on valuation 106,353,055 38,208,783

At the end of the year 1o7,3t2,443 40,501,720

=========== ===========

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

accounted for its biological assets in accordance with revised IAS 41 and IAS 16. Cane stem is recognised as the

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

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

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

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

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

market price of Kshs. 4,563 per tonne ofsugarcane (June 2020-Kshs.4,040).

ii) Growing produce has been quantified in tonnes as the product of average productivity per unit acrea8e at

harvestage(TCHM)andactualacreagelnhectarescoveredbytheproduce. TheTCHMfor2022was2.38

(2021-1.s1).

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

As at 30 June 2022, L,g45.t ha (2021: L,647.3 ha) of nucleus estate land was covered by growing cane produce' of

this62%(2O2L:5O%| covering 1200.5 ha (2021:815.5 ha) had mature produce ready for harvest while 20% (2021:

32%) covering 397.7 ha (2021: 519 ha) had immature produce. The remaining t8% l2OZ]- t9%l of growing cane

covering 346.9ha (2021.:559) had not borne recognizable produce'

During the year,33,407 tonnes (2021: 60,032) of mature produce was harvested from the nucleus estate for

milling and seed cane with a fair value less estimated point of sale cost of Kshs. 39,542,333 (2021: Kshs'

99,660,910). ln determining the present value of expected net cash flows, the Company has not discounted the

cash flows as standing cane will mature within the next reporting period and therefore the imPact of the time

value of money on estimated future cashflows is not significant'

25
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b) Llvestock

At the beginnlng

lncrease due to
Decrease due to

sale costs

Gains arising from

- biological

At the end ofthe

The CompanY

herd of dairy
price of dairY

Calf
Heifer
Lactating cow
Bull

Goats

Fair value

boarding

- pr.ice

iifr,. ffi

ffiffi

For
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Statements
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(Continued)

to harvestthe mature cane produce held atthe end oftheyearwithin the next 12 months

produce has been presented as current assets'

1,245,000 1,485,000
year

and births

or sale at fair value less Point of (300,000) (6oo,ooo)

946,000 885,000

in fair value attributable to
474,000

43,000

370,000

(s,oo0)

517,000 361,000
on valuation

1,463,000 1,246,000

dairy cattle ln its Aca emy Section wh ose produce ts used within the school to reduce

and as accounted for biological assets ln ccorda nce with revised IAS 4t nd AS 15. Th

==========a

d
a e

h its

ls has been fair less point of sale cost. The value based the open market
stated at valu e rs on

ls categorised as follows

15,000
87,000

1s3,000
123,000

7,000

15,000
85,000

150,000
120,000

6,000

26
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Annual Reports and Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

22 INVENTORIES

Product Stock
Milled Sugar

Molasses

ln-process stocks
Milled sugar-in-process
Molasses in process

Subtotal

Raw material stock
Un-milled Cane

Other materials and consumables
Field and factory stores
OOC Maintenance Stock
Consumable Stores

Stationery
Medicines

7,570
19,650

27,220

29L,4tO,gLO
7,485,426
7,778,801
2,3L2,439
L,027,476

309,955,052
(61,636,216)

7,roz,7ts
705,000

54,697,618

62,505,333

3,434,000

257,238,454

72,374,619
2,703,533

726,429

275,877,L35
(82,862,848)Less: lmpairment

Subtotal

Total

248,318,836 193,014,288

248,346,056 255,5L9,621

product stocks are valued using FIFO method. ln the previous year 2021, a write down on product stocks of Kshs

2,269,434 was recognised as an expense.

All the other stocks have been valued at their weighted average costs. A write on adjustment of Kshs. 196,740 has

been passed to the supplies stores stock ledger to adopt the valuation of stocks physically counted on 30th June

2022 using weighted average cost. Ordinarily the ledger is updated by the sun system using FIFO method'

Stocks categorised as obsolete previously recognised at Kshs.61,636,216 (2021-Kshs 82,862,848) have been fully

impaired. Some of the items amounting to Kshs. 21,226,632 were drawn and used during the year hence the

stock impairment write back of the same amount.

27
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23b)
(note 23d)

23c)

23e)

receivables

23b)
(note 23d)

23cl

23e)

receivables

receivables

receivables

(511,977,589) 249,545,905

============

s4,537,442
429,249,3L9

4,892,778
27,697,981

(39,075,261)

1407,498,764l.

(1,268,554)

(64,134,900)

(39,230,415)

(407,498,764l,

10,756,891

L6,887,213
20,983,970
22,944,967

766,599

177,206,166

15,307,028
21,750,s55

4,892,778
26,429,3L7

260,328,423

328,708,100

===========

45,409,500
(32,391,49s)

13,018,005
9,L27,942

(6,838,920)

2,289,O23

15,307,028

5,533,998
3,648,136

518,951
5,373

44,830,985

========-==

23

ageing analYsis of the gross trade

follows:

(1,268,664)

320,!7L,157 (s9,842,73s)

836,548,677 1507,840,5771

=========== ============

42,994,256
(32,290,431)

LO,703,825
6,837,896

(6,784,830)
53,065

10,756,891

==========

0

1,379,995
L,302,235

47,L49,922

49,832,152

50 days

90 days

120 days

THE FINANCIAL

TRADE AND OTHER

At 30th June

Trade receivables

Deposits and

Staff receivables
VAT recoverable
Other receivables

Total trade and

At 30th lune

Deposits and

Staff receivables
VAT recoverable

Total trade and

Gross Sugar
Provision for

Gross Molasses

Provision for

At June 30,

receivables

Less than 30

Between 30

Between 51

Between 91

Over 120 daYs

TRADE

Loans to

Loans to

Other

ffi ru*E@l

28

54,517,442

II

NOTES TO

49,832,152
424,385,977

20,983,970
24,2t3,63L

766,699

24t,34L,065

761,523,494

===========

Trade

il]1

2O2Ll2022



Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the ended June 2022

Provision has been made for amounts whose recovery is uncertain.

NOTES TO THE FINANCtAt STATEMENTS (Continued)

23 (c) STAFF RECEIVABIES

NEITEE

22,944,967 26,429,377

Less: Amounts due within one year

Amounts due after one year

24,273,63t 27,697,98L

The Company operates a staff car and cycle loan scheme for employees whereby eligible employees are given

loans to acquire cars for their personal use. The loans which are secured by the vehicles acquired using the

proceeds are payable within a maximum period of 50 months. The interest rate on staff loans is 5%. There were

no outstanding staff receivables balances as at reporting date (2020-Kshs.Nil)

23 (d) CANE DEVETOPMENT TOANS TO FARMERS

Gross staff debtors and advances

Provision for impairment loss

At 30th lune202Zt
Farmer cooperatives
Large & small scale farmers
Transporters

At 30th June 2021:
Farmer cooperatives
large & small scale farmers
Transporters

424,385,977 (407,498,7641

75,964,337
46,960,44t

1,461,199

375,706,867
52,091,000
L,45t,45t

429,249,319

24,273,631
(1,268,654)

(36s,9s8,108)
(40,706,920)

(833,736)

(365,958,108)
(40,706,920)

(833,736)

(4O7,498,7641

27,697,98L
(1,268,664)

10,006,229

5,253,520

627,463

16,887,213

9,748,760
11,384,080

6t7,7t5

21,750,555

Cane development Loans relate to cost of farm inputs supplied and services rendered to farmers on credit. The

farmer,s standing cane established using these funds and title deed for the land on which it stands act as collateral

for the loan. Recovery is made when the cane matures and is harvested. Under the current contracts, 60% is

recovered from the 1st harvest, 20% from 2nd harvest and the remaining ZOY" from 3rd harvest. lnterest is

29

2o2Ll2OZ2
Kshs Kshs

Gross Amount
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For ended June 2A22

rged at the rate t2% onrecoverable loan balances' Directors have made provision for amounts whose

is

NOTES THE FINANCIAL (Continued)

23 (e) OTHER

Sugar mited

Annu Reports and Statements

Farmers, & Cutters advances

Provision for imPa

Other receivables
Provision for irn

Trade payables

Small scale

Large Scale Farm

Transporters &
Cane Contractors

Payroll Liabilities
Other payables

Less: Amounts within one year

one yearAmounts due

year

for the year (note 16)

Under/(over) in prior Year/s (note 16)

lncome tax ring the year

loss

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

8,680,953
54,165,110

149,146,7971
5;018,313

t3,699,276

42,764,801
20,469,853

10,556,097

36,767,236
6,522,463

37,94L,074
8,485,355

163,506,889

t77,206,L66

=--=========

24t,34t,065

(575,265)

ts,365,237
(10,695,938)

4,669,300

53,6t2,735
(49,146,7971

4,465,938

9,135,238

44,242,578
80,816,948
67,292,09s
t0,874,426
2,482,677

39,597,605
5,886,856

251,193,185

260,E28,423

===========

32O,L7L,L57

15,183,641

24

==========

The Company en rs to support cane develoPment, harvest and haulage activities undertaken by independent

farmers, ha transporters or their organizations owing to their criticality for the continuitY of milling

operations. The supplies them with farm inPuts, fuel and other items for cash or on credit and

maintains cu for these transactions and recovers debit balances from anY monies PaYable to them

for cane or services received from them' Directors have made provision for amounts whose recovery

have become u

TAX

15,183,641 15,183,641
At beginning of
lncome tax cha

t4,6O8,376
===========At end of the

30

===========

loss

iozolzr

tl



Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 3O 2022

This tax recoverable amount includes lnstalment tax paid, withholding tax on interest income, and advance tax on
commercial vehicles paid on different dates in the past years but which the Company has not been able to recover
because lt has recorded lossds over those years. The amount is rbcoverable frcim future corioration tax when the
Company posts profit.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

26 BANKANDCASHBALANCES

Cash at bank
Cash in hand

Sub total

Bank Overdraft

Total

40,944,227

737,607

41,68L,814

(286,8s01

(s3,632,s83)

995,364

152,637,2t91

(1,s00)

4t,394,984 (52,638,719)

The bulk bulk of cash at bank was held at Kenya Commercial Bank, the Company's main bankers. The make - up
of bank balances and short term deposits is as follows:

Detailed analysis ofthe cash and cash equivalents

a) current account
KCB Bank Kisumu Main Account
KCB Bank Kisumu Project Acount2
KCB Bank Kisumu Project Accountl
KCB Bank Kisumu Chemelil Academy A/c
Cooperative Bank Klsumu Main A/c
Cooperative Bank Kisumu Project Vc
Cooperative Bank Kisumu Health Ctr A/c
Coop Bank Kisumu Chemelil Academy-PTA

sub- total

b) Mobile money
Safaricom Mpesa

Sub- total

c) Others(specify)
Cash in transit
cash in hand

Sub- total

1103790307
1180995716
7712122478
1103794930

01120054662900
01120054662901
01160614981500

5,941,590
(286,8s0)

24,857,678
4,023,532
3,985,580

3t,736
2,to4,tll

(1,s00)
(8s,151,6s7)

(0)

4,673,029
24,93L,274

854,389

12,386

1,059,498

40,657,377 (53,632,583)

737,607 995,354

737,607 995,364

Grand total

31

41,394,984 (s2,637,219)
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Sugar

ended

2,580,0003L6,8422,263,1584,526,3t6 2,263,L58
1. 500 bags st

been invoic
of 27.1t.2O',

lar sold at Kshs.3,771.93 each had

t twice on invoice Nos. 52o and 521

(349,454

)
349,454!7,t23,23

9
L7,472,69

3

2. lnvoice nos
on 21.10.20
sales amou
instead of 1

to 1286 for sugar sales issued

t and 22.7O.2020 had overstated net

due to undercharge of VAT at 14%

49,9996,14043,8593,815,7903,859,549; no.490651 had overcharged 10003. Sales receil

THE FINANCIAL

ORDINARY SHARE

Authorised:
10,579,581 ordina

lssued and fully
10,579,581

The total number
lssued and fully
dividend.

REVATUATION

The revaluation
agricultural machi
this is stated
Revaluation su

RETAINED TOSS

The retained loss

Company has

on current efforts

PRIOR YEAR ADJ

An error occu

revenue. The

Annu
For

27

29

30
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alStatements
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(Continued)

shares of Kshs"20 par value each 2L1,591.,620 211,591'620

shares of Kshs.2O Par value each 2tt,5gL,62o 2LL,591,620

ordi ary shares 10,579,58 (2021-10,579,s81) with a par val ue of Ksrhs,20 each
ts

nary shares, which have a par value of Kshs. 20, carry per share and a right toone vote

relates revaluation of freehold land and bu ildings, factory pla nt and machinery,to the
and mplements and motor vehicles. As indicated he Statement Changes tn Equity,tn of

of excess depreci ation of related deferred ncom tax to retained earnt ngs.et

are not distributable. There was no movement during the year'

accum lated loss incurred as a result of and cha lenges that the

n 1

ordi

28

over the yea rs when the

operatinB financia

industry rbulence. Note 4 provides detailed informa tion
u

faced tu

a turnaround of the situation and the future outlook'

le recording Sales for the year ended 30th June 2021 which resulted in overstatement of

are tabulated below

1

ENT

32

Chemelil
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KShs

VAT

KShs
Net Sales

KShs

Correct
Net Sales

KShs

[tccorded
Net Sales

KShs
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Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended lunet0,2022

bags sugar delivered vide delivery notes 204739

and 204740 of 23.07.2020 at Kshs.4400 each

instead of Kshs.4350

228,000 (4,889) (684)223,LtL
4. lnvoice nos. 4303 and 4294 of03.05.2021 for 200

bales sugar had been entered wrongly
23,43O,18

7
2,65t,582 (27,156126,08L,76

9
Total

(s

2,62'

NOTES TO THE FINANCIAL STATEMENTS (Continued)

30 PRIOR YEAR ADJUSTMENT (Continued)

A prior year adjustment of Kshs. 2,651,582 has been made on retained earnings and the comparative figures for
trade receivables and VAT payable adjusted accordingly. These relate to the year ended 30 June 2021 only and

had not recurred in other years.

31 BORROWINGS

Balance at beginning ofthe year

External borrowings during the year

Domestic borrowings during the year

Repayments of external borrowings during the year

Repayments of domestic borrowings during the year

Exchange rate gains/(losses) on revaluation of
borrowings

2,626,9L6,872 L,079,697,279 2,641,045,556 941,696

286,8s0 22,515,935.59 78,00c

(14,128,584)

Balance at end of the year

Less: Amounts due with one year (current portion)

Amounts due after one year (non-current portion)

1,042,274,155 2,626,9!6,872 1,019,597

2,626,9L6,872 1,042,2L4,155 2,626,9L6,872 1,019,697

2,527,2O3,722

(286,8s0)

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

ffi ffi ru
M

rrlF mrftEt

External Borrowings
Dollar denominated loan
Sterling Pound denominated loan
Euro denominated loan

Domestic Borrowings
Kenya Shilling loan from Commodities Fund

Kenya Shilling loan from State Department of Crop

2,586,9L6,872
40,000,000

2,586,916,872
40,000,000

J)
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KCB Bank

Diamond Trust Bank

of year

'ATEMENTS (Continued)

pay

286,850

2,627,203,722 2,626,916,872

2,627,203,722 2,626,9L6,872

Khs.40,000,000 from state Department of Crop Development in May 2017 as part of

part of cane arrears then owed to farmers. This has been presented as unsecured non-

with no interest.

32

Commodity Fund are secured bY Debenture for Kshs.1,554 ,487,9t2 over the Company land

LOtLl4, LOLZ|4 and 11840 located at Muhoroni Sub County ranking pari passu with KCB

the Company had undrawn banking facility from KCB Bank Kenya Limited of Kshs'145,000,000

). The banking facility is a composite one available for term loans, bank overdraft, bank

of credit. The banking facility is secured by legal charges over land and buildings L'R

nd 11840 ranking pari passu with Commodities Fund'

Company received indirect funding from the Government of Kenya totaling Kshs 182,017,971

was a grant of Kshs.138,900,000 that the Bovernment disbursed directly to farmers as part of

the Company in defraying arrears owed to farmers for sugarcane delivered to the factory and

43,1t7,g7L disbursed directly to suppliers for spares delivered and services rendered to

crop maintenance of 2022. The Kshs, 43,LL7 ,971disbursed by Agriculture and Food AuthoritY

under review was part of the total of Kshs. 220,000,000 allocated to Chemelil Sugar

maintenance. The maintenance exercise proceeded to end of August 2022.

It on principal loan rePaYments of its loan facilities. Although both the Commodities Fund

of Crop development have previously written to the Company demanding settlement of

em from the Company, these demands have been neutralized by the ongoing government of

rds privatization of the Company alongside other public sugar mills which includes write

debts.

on all temporary differences under the liability method using the enacted tax rate,

net deferred tax liability at year end is attributable to the following items:

allowances
2,706,49O

(t14,443,8271

29,368,t29

xxx
xxx
xxx

Development
Kenya Shilling loa

Kenya Shilling loa

Total balance at

TO THE FINANCIAL

BORROWINGS

The Company
liquidity support
current loan

The Borrowings
and buildings L.R.

Bank Kenya Li

At close of the
(2020-Kshs.

guarantees and
No.1611/4,

During the year,
(2021-Kshs.Nil).

liquidity support
another grant of
facilitate the out
(AFA) during the
Company for

The Company is

and the State d

the loans due to

offthe Comp

DEFERRED TAX

Deferred tax is

currently 30%.

Accelerated ca

Revaluation
Unrealised

Biological

Kenya's

gains/(losses)

34
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Chemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended June 30, 2022

Tax losses carried forward
Provisions for liabilities and charges

Net deferred tax liability

NOTES TO THE FINANCIAL STATEMENTS (Continued)

32 DEFERREDTAXtlABlLnY(Countinued)

The movement on the deferred tax account was as follows

(xxx) 90,297,894
(7,928,587)(xxx)

xxx

The movement on the deferred tax account is as follows:

Balance at beginning of the year
Credit to revaluation reserve
Deferred biological assets

Under provision in prior year
lncome statement charge/(credit)

Balance at end of the year

33 DEFERRED INCOME

xxx
(xxx)

xxx
xxx

(1,021,554,483)
(LL4,443,827l.

29,368,129

2,706,49O

xxx (1,103,933,591)

Prepaid sugar sales

Prepaid molasses sales

Total

34 TRADEAND OTHER PAYABTES

108,021,917
2,977,858

L22,51t,5L1
2,037,801

110,939,785 t24,549,372

rEmtrt,lil}I

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

492,39L,252
320,451,\74

1,215,481,388
s,t64,937

136,089,651
2,L69,578,44L

336,393,196
287,096,915

L,O72,264,885

5,359,093
134,849,948

1,835,964,039

VAT payable

35

1,000,458,324 948,529,772
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844,663,250
70,827,O23

474,109,867

t,621,322
!,373,777,324
3,645,467,110

799,207,900
10,853,325

474,L09,867

1,269,365

t,L49,275,9L2
3,383,246,L42

5,815,045,511 s,2L9,21O,L80

============ ============

NTS (Continued)

OBLIGATIONS

a defined contributory scheme for all managerial employees engaged on Permanent

terms are entitled to gratuity payment. Unionisable

to retirement benefits based on years of service. The liability at the end of the year was as

& interest

of the year
of) provision at end ofYear

utilised during the Year

zLO,624,3L9 246,450,247

L4,513,2L7
22,67L,6t2
(1,653,s87)

35,521,242

13,365,184
8,495,925

17,347,8921

L9t,629,243
42,337,268

(23,037,s06)

229,!17,145
3,756,r20

141,244,0221

206,!42,460
65,008,880

(24,701,093)

242,482,329
!2,252,O45

(48,s91,914)

========================

t4,5L3,217

20,729,OLl
14,834,518

2L,922,1O8
(1,193,098)

L9t,629,243 206,142,460

========================

36

to the statutory National Social Security Fund (NSSF). This is a defined contribution

the National Social Security Act. The company's obligation under the scheme is limited to

legislated from time to time and ls currently at Kshs200 per emPloYee Per month.

PAY

========='---=

35,563,528 20,729,OtL

PAYE payable

WHT payable

SDL payable

ML payable

Accrued tax

THE FINANCIAT

RETIREMENT

The Company

terms. Ma

employees are

follows:

2022
At lst July 2021
Provision for the
Paid drrring the

At 30th June

202L
At lst July 2020

Provision for th
Paid during the

At 30th June

The company

PROVISION FOR

Balance at begi

Leave paid out

Balance at end

Additiona

scheme

specific

ftTEITcrEr[TnI !85

the year

36

l

employees engaged on contract

zoioizozr
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37

Provision for annual leave pay is based on services rendered by full-time employees up to the end of the year,

DIVIDENDS PAYABLE

The balance of dividends payable relatesto unclaimed dividends of 2OOll2002 financial year, payable to ordinary
shareholders. The balance as at 30rh June 2021 was Kshs. 9,699,787 12020: Kshs. 9,699,787).

NOTES TO THE FINANCIAI STATEMENTS (Continued)

38 NOTES TO THE STATEMET.IT OF CASH FLOWS

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

Operating profi t/(loss)

Depreciation
Nucleus Estate cane

Fair value (gain)/loss on valuation of biological assets

(Gain)/loss on disposal of fixed asset

Grant lncorne

Earned interest income
Accrued interest expense
lnterest and penalties on tax and pension arrears
Retirement benefit expenses
Staff leave provision

Bad and doubtful debt
Reduction in obsolescence provision
Other accrued expenses and provisions

Operating profit/(loss) before working capital changes

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

Cash generated from/(used ln) operatlons

(b) Analysis of changes in loans

Balance at beginning of the year

Receipts during the year
Repayments during the year

L46,726,953 (13,035,447)

(694,894,756)
158,790,070

34,428,820

(106,870,056)

3,063,294

lt82,Ot7,97tl
(360,974)

22,516,936
174,888,966

6s,008,880
1s,882,311
4,L37,Otz

121,226,63Ll.
0

(526,654,100)

(7,173,555)

81,786,621
598,767,998

3,646,614,091
285,8s0

(ss1,932,1s6)

154,804,063
88,537,038

(38,559,783)

6,774,775

(s18,630)

78,000,260
188,695,845

12,2s2,045
(1,r93,098)

21,017,688

(44,526,4301

(87,158,384)

(54,934,250)
(r14,094,7321

243,150,919

3,582,742,5t5
0

(14,128,684)

37
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Limited

year's accrued interest
(gains)/losses

the year 3,669,4!7,876 3,646,6L4,09L

0
0

0

0

22,516,936 78,000,260

38

(Continued)

OF CASH FLOWS (Continued)

and cash equivalents

year

interest paid

14)

raft (note 1a)

ofthe year

e year (note 35(b))

dividend paid

of the yea r

the year

41,68t,834 (52,638,719)

22,3L6,936 78,000,250

40,944,227
737,607

22,516,936
1,0]-9,697,2L9

(L,O42,214,1s5l.

(53,634,083)
995,364

78,000,260
941,696,9s9

(1,019,697,219)

============

9,699,787 9,699,787

(9,699,787) (9,599,787)

Repayments

THE FINANCIAL

NOTES TO THE

(c) Analysis of

Cash at bank
Cash in hand

Balance at end

(d) Analysis

lnterest on
lnterest on ban

Balance at end

Balance at begir

Paid during the
Balance at end

(e)

Balance at

lnterest

Dividend

Accrued i

Foreign

Short term

Balance at

id

38

NOTESTO

re Kshs
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(f) Analysls of grant recelved

Total grant income during the year

Paid directly to farmers

Paid directly to suppliers

Grant received

NOTES TO THE FINANCIAL STATEMENTS (Continued)

39. RETATED PARTY DISCTOSURES

(a) Governrnent of Kenya

L82,017,97t

(138,900,000)

l43,tL7,97t1

The Government of Kenya is the principal shareholder of the Company, holding L00% of the Company's

equity interest.

Other related parties include:

i) The Parent Ministry;
ii) County Government of Kisumu

iii) Key management;
iv) Board of directors;

(b) Transactions with related parties

0

l) Grants from the Government

Grants from National Govt
Grants from County Government
Donations in kind

Total

ii) Key management compensation

Directors' emolu ments
Compensation to the CEO

Compensation to key management

L82,0t7,97L

L82,0t7,97t

4,723,263
3,560,232

'87,00c

4,723,263
3,320,232

Total

39

8,283,495 8,130,49s

2o2Ll2022 2a20l2o2t
.Kstul(rlu
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and contracted for
but not contracted for

in Work in progress

============

19,268,610 22,252,O33-

122,252,033l.(19,268,610)

=============

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

relate primarily to immature bearer plant which includes plant cycle sugarcane of 0 to 6

,TEMENTS (Continued)

in various litigations and claims which arose in the ordinary course of business and

below:

the Cornpany 243,732,L78 433,207,585

provided for in the books at 10% 24,373,218 43,320,758

12021: LO%l of pending lega I claims amount has been made in the books as the directors

currently available that the ultimate resolution of these legal proceedings is not

in the operations of the ComPa ny that is materially at variance with the amount'

liabilities exceeded its current assets by 5,654 million as at 30th June 2022 (2021: Kshs

Company incurred a loss of Kshs. 595 million during the year (2020: Kshs 551 million) bringing

to Kshs 8,993 million by 30rh June 2022. The bulk of current and non-current liabilities are

Authority and Commodities Fund respectively The Company has defaulted in repayment

been consistent in remittance of taxes due to cash flow constraints arising from under

because of sugarcane shortaBe and factory inefficiency following 8 years of operation without

previous settlement demands bY Commodities Fund has been neutralized by the government

towards privatization of the company alongside other public sugar mills. Privatization is

into injection of investment funds into the factory to enhance efficiency of operations' The

write offs and waiver of tax penalties and interest on outstanding taxes to restructure and

sheets attractive to prospective investors' The government

Capital commitm

Less: Amounts

The capital com
months.

TO THE FINANCIAL

CONTINGENT

The Company is a
whose amounts

Legal claims

Contingent lia

A provision of
believe, based
likely to have an

GOING CONCE

The Company's
5,033 million).
the cumulative I

owed to Kenya

of loans and

As stated in note

expected to
process involves

CAPITAL

Amounts a

Amounts

of Kenya's

make the

capacity o
any major

40

has not revoked a letter issued to

,:ilI
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KRA by National Treasury in December 2015 putting on hold tax claims amounting to Kshs.l.g billion until
completion of prlvatization process.

Meanwhile, sugarcane development and husbandry has greatly improved following Bovernment intervention in

defraying accumulated farmers arrears. fu a result, cane supply to the factory has improved and the Company

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

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

under review.

Above interventions and projected prospects affirm the Company's ability to continue in operations as a going

concern, realizlng assets and discharging liabilities in the normal course of its business.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

43 FINANCIAT RISK MANAGEMENT

The Company's activities expose it to a variety of financial risks including credit and liquidity risk and effects of
changes in foreign currency. The company's overall risk management programme focuses on unpredictability of
changes in the business environment and seeks to minimize the potential adverse effect of such risks on its
performance by setting acceptable levels of risk. The company does not hedge any risks and has in place policies

to ensure that credit is only extended to customers with an established credit history. The Company's financial

risk management objectives and policies are detailed below:

(i) Credit risk

The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as

well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, takinB into account its financial position, past

experience and other factors. lndividual risk limits are set based on internal or external assessment in

accordance with limits set by the directors. The amounts presented in the statement of financial position

are net of allowances for doubtful receivables, estimated by the company's management based on prior

experience and their assessment of the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the Company's

maximum exposure to credit risk without taking account of the value of any collateral obtained is made

up as follows:

At 3O June 2022

4l

Kshs Kshs Kshs

I
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For

Receivables

Receivables

Bank balances
Total

At 30 June

Receivables

Receivables

Bank balances

Total

advanced for

Trade

Employees'
Tax Arrears

exchange transactions

non-exchange transactions

exchange transactions
non-exchange transactions

474,218,t29
286,538,667

40,944,227
801,701,023

486,4LL,L87

352,761,916
(53,632,583)

785,54O,52O

27,644,L04
22L,t35,t03

40,944,227

289,723,434

39,682,008

291,650,518

(53,632,583)

27?,699,943

446,574,025

65,403,564
0

5L1,977,589

446,574,O25

65,403,564
0

511,977,589

446,729,L79

61,111,399
0

5O7,840,577

446,729,t79
61,111,399

0

s07,840,577

43

The customers
risk associated
company has

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

these receivables is minimal and the allowance for uncollectible amounts that the

in the financial statements is considered adequate to cover anY PotentiallY

irrecoverable ounts

TO THE F!NANCIAL ATEMENTS (Continued)

FINANCIAT RISK EMENT (Continued)

The Company significant concentration of credit risk on amounts due from farmers in relation to amounts

development. Much of this has been provided for'

The board of rssetsthecompany'screditpoliciesandobjectivesandlaysdownparameterswithin
which the s aspects of credit risk management are operated'

li) Liquidity risk

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

appropriate li idity risk management framework for the management of the CompanY's short, medium and

long-term fu ng and liquidiW management requirements' The Com pany manages liquidity risk through

continuous of forecasts and actual cash flows'

The table represents cash flows payable by the company under non'derivative financlal liabilities by

their rema contractual maturities at the reporting date. The amounts disclosed in the table are the

contractual cash flows. Balances due within 12 months equal their carrying balances, as the

impact of ng is not significant.

At 30 June

30,475,148
t9,022,603

(43,466,3ss)

782,842,426

1,148,745,733
2,240,900,658

232,722,747

8t2,842,426
1,220,646,324
2,331,689,786

145,789,438Other

42

.Less

Kshs
month

I'Ghs

months
Kshs

30,000,000
4L,425,443
7t,766,524

(43,456,355)

I
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Current portion of borrowings
Provisions
Deferred income
Employee benefi t obligation
Total
At 30 June 2021
Trade payables

Employees'dues
Tax Arrears
Other Payables

Current portion of borrowings
Provisions
Deferred income
Employee benefi t obligation
Total

53,9t3,224.87 4?,047,9L2 527,528,976

286,850

26,000,000
2,950,000

35,268,246

62,400,000
23,8s0,000

L85,975,6L3

1,349,340,853

22,539,785
2t9,650,247

5,996,74t,849

296,950

1,349,340,853

110,939,785

246,45O,247

6,217,985,708

623,490,t12
L,Ol7,623,978
2,233,970,229

144,549,735

0

t,L7O,004,923
124,549,3L2
206,L42,460

5,580,330,750

xxx

xxx

xxx

xxx

xxx

xxx

xxx

xxx

xxx

xxx

45,443,97L 16,985,659 2,L77,540,599

NOTES TO THE FINANCIAI STATEMENTS (Continued)

43 FINANCIAL RISK MANAGEMENT (Continued)

(ili) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the entity on an

ongoing basis, evaluate and test the design and effectiveness of its internal accounting and operational

controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign

exchange rates which will affect the entity's income or the value of its holding of financial instruments. The

objective of market risk management is to manage and control market risk exposures within acceptable

parameters, while optimising the return. Overall responsibility for managing market risk rests with the Audit

and Risk Management Committee.

The company's Finance Department is responsible for the development of detailed risk management policies

(subject to review and approval by Audit and Risk Management Committee) and for the day-to-day

implementation of those policles.

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

measures the risk.

al Foreign currency risk

The Company has transactional currency exposures. Such exposure arises through purchases of goods

and services that are done in currencies other than the local currency. lnvoices denominated in foreign

currencies are paid after 30 days from the date of the invoice and conversion at the time of payment is

done using the prevailing exchange rate.

The carrying amount of the Company's foreign currency denominated monetary assets and monetary

liabilities at the end of the reporting period are as follows:

43

xxx

xxx

xxx

xxx

xxx
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At 30 2022

Cash

Debtors

Trade other payables

Net currency asset/(liabilitY)

The Com

and

TO THE F!NANCIAL 'ATEMENTS (Continued)

43 FINANCIAL RISK

b) lnterest

lnterest

manages foreign exchange risk form future commerCial transactions and recognised assets

by projecting for expectej sales proceeds and matching the same with expected payments'

the
rate

(Continued)

risk

risk is the risk that the ComPanY's financial condition may be adversely affected as a result

cash flow interest rate risk. The

on the comPany's deposits.

of in interest rate levels. The company's interest rate risk arises from bank deposits' This exposes

to interest rate risk exposure arises mainly from interest

of interest rote risk

To the interest rate risk, management has endeavoured to bank with institutions that offer

interest rates.

iv) Capital Risk

The the Company's caPital risk management is to safeguard its ability to continue as a going

concern. The capital structure comPrises of the following funds

Revalu

Retained
Capital
Total funds

Total b ngs

Less: cash d bank balances

4,6L4,544,226
(8,993,501,754)

211,591,620
(4,167,355,9081

3,669,4t7,876

(41,681,834)

3,627,736,O42

4,614,544,226
(8,298,606,998)

2!L,59t,620
13,472,47t,L521

3,646,614,091

52,638,7L9

3,699,252,8to

ffi ErElt

s GE

Net cash and cash equivalents)

44
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Gearing '672/o

INCOPORATION

The entity as incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya

L63t%

45

46

44

EVENTS AFTER THE REPORTING PERIOD

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

CURRENCY

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

APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR'S RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were provided to
the auditor. We have nominated focal persons to resolve the various issues as shown below with the associated time
frame within which we expect the issues to be resolved.

REPORT ON THE FINANCIAL STATEMENTS

Gabriel
Nyangweso,
Managing Director
(ac)

ResolvedL Material Uncertainty on going
concern:
Management has not disclosed in

the financlal statements the
material uncertainty in relation to
golng concern and mitigating
measures to reverse the
undesirable precarious financial
position.

Note No.41 has been included in the
202112022 Financial Report

acknowledging the current financial
status and future outlook of the
Company and outlining the measures
put in place to ensure continuity as a
going concern into the foreseeable
future.

Emmanuel Ngala,

Head of Finance

ResolvedThese resulted from reclassifications

made as the Company adoPted the
format recommended by National
Treasury ln which the income
statement presents costs "by expense

type" as opposed to "bY function".
Others arose from Prlor Year
restatements explained under note
30. The detailed explanations were

availed.

Unreconciled variances between
the financlal statements and the
ledger:
Sorne comparative balances
differed with the audited financial
statements for 20L91202O FY

Emmanuel Ngala,
Head of Finance

Resolved

2

The balances of various account
items in the 2020/2021 financial

adiustments
after draft

The ledgers lncluded
passed during audit

ffi ME@@ ffi ffifl ffi@I@I@
E
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financial Statements were submitted.

The final flnancial statements agreed

wlth the ledgers.

with the
J for audit.ledger balances

statements differed

ResolvedEmmanuel Ngala,

Head of Finance

lon:
ninistrative
epreciation
while note
Equipment
amount of
rsulting in

:nce of

The total depreclatlon for the year

was Kshs.154,804.053. The Portion
attrlbuted to administration Kshs'

38,308,693 was included among

adminlstrative expenses. The

Kshs.115,495,370 relates to
manufacturinS, agriculture and

marketing and distribution.

3 Unsupported
Note 13(al
expenses lncludes

19 Property, Plant
reflects depreciation
Ksh. 154,804,063

Kshs.116,495,370

amount of

unexplained

ResolvedEmmanuel Ngala,

Head of Finance

d Doubtful

ot provide
wing details
ing debtors
ronding bad

provisions
88 included

The schedules have been availed

4

Resolvedcaroline onditi,
Financial
Accountant

:ments of

ng revenues
rtment of
h have not
h approved

The journal vouchers have been

avalled.

5 Unsupported
revenue:
The schedule su

included an

Kshs.19,918,870
been supported

ResolvedStephen Aluoch,

Management
Accountant

/, Plant and

r relating to
ng the year

rets worth
)mitted from
le thereby
5.

The assets were later included ln the

final PPE schedules except for
claimable VAT Portion of Kshs'

932,761 not capitalised. The revlsed

PPE schedule including the assets

valued at Kshs. was availed.

6 omission of Prope
Equipment:

assets acquired du
revealed that
Kshs.6,310,429

the
the PPE

Review of

ResolvedEmmanuel Ngala,

Head of Finance
Paragraph 118 of IAS 38 requires

disclosure of specified information for

each class of intangible assets

recognized bY the entity. However,

the CompanY had exPensed the

acquisition cost of the Sun System

when it was installed in 1999 and

Paragraph 71 and 76 of IAS 38

prohlbits recognition of previously

expensed costs as part of the cost of

an intangible asset' AccordinglY,

Management considered it
inappropriate to capitalize upgrade

cost of an item that was already

lntangible

Company
rpany for

system at a

re upgrade

amortization

as required
of IAS 38

in the

7 Nondisclosure
assets:

It was noted that
contracted a local

upgrade of the
total cost of
Howe'rer, the
expenses and
costs were not

under paragraph
fina ncial

l

46

TimefraResolution
Status:.

Focal Point Person
to resolve .the'
lssu e

.Management comments

Unsupported Bad a

debts:
Management did

ageing analysis of sh

of the long outstan
and indicating correr

and doubtful deb

totaling Kshs.21,017,
under note 13{al.
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lsaac Chepsiror,
Agriculture
Services
Accountant (Ag)

Resolved

Unsupported Balances
8.1 Cane Development Loans:
Note 23(d) reflects a balance of
Kshs.429,249,319 but the
supporting schedules showed a

balance of Kshs.433,330,703
resulting in unexplalned variance
of Kshs.4,273,799.

Revised schedule agreed wlth financial
statements was provided

8.2 Tax Recoverable
Supporting documents or analysis
of Kshs.15,183,641 recoverable tax
under note 24 was not provided
for audit review.

The analysis was prepared and
provided

Steven Aluoch,
Management
Accountant

Resolved

9 lrregular Offsetting of Bank
Balances:
The statement of financial position
reflects a negative cash and bank
balance of Kshs.52,638,719 which,
as disclosed in Note 26 includes a

negative bank balance of
Kshs.53,632,583. The aggregated
negative balance was as a result of
an overdraft of Kshs.85,161,657 in
KCB Kisumu Project 2 account as
reflected in Note 25(a) to the
financial statements. This
treatment is contrary to Paragraph
32 of IFRS 1 which states that an
entity shall not offset assets and
liabilities or income and expenses,
unless required or perrnitted by an
IFRS.

This net-off did not amount to
offsetting of an asset against a llabllity.
The negative cash book balance was

not an overdraft because the
corresponding bank statement was
positive as at that date.

The bank reconciliation statements as

at 30 June 2021 show that the cash

book had recorded cheques for
farmers and transporter that were yet
to be released pending receipt of
further customer deposlts.

This treatment therefore presented

the substance rather than the mere

form of the transactions/bala nces.

Emmanuel Ngala,
Head of Finance

Resolved

Resolved

Unresolved 30 Jun

2023

10

Loan servlcing was affected by the
Company's cash flow constraints
whlch was explained both through
meetings and in writing to the
creditors. A repayment schedule will
be agreed upon resumption of milling
after factory maintenance planned for
June 2022

Given the age of the loans, efforts to
retrieve the documents have not been

successful. We wlll seek the
asslstance of the counterparty.

Emmanuel Ngala,
Head of Finance

Pauline Akello
Legal Services
Manager (Agl

Long Outstanding Borrowings:
The loans advanced by
Commodities fund and state
department of crop development
totaling outstanding at Kshs.

2,6?6,916,872 in principal amount
and Kshs.1,019,697,219 in
accumulated interest was long
overdue with no repayments
during the year under review.

Further, Management did not
provlde agreements for
outstanding loans totallng
Kshs.426,476,000 disbursed
between June and November
2005.

BeinR a commercial entitv, the Emmanuel Ngala, Resolved

Control and

of comparative

Budgetary
Performance:
The statement

H @lu@ M M m
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AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

il Sugar Compa

Reports and Fi

ended

Head of Finance

final receipts
on a compa

resulting to an
Khs.1,126,131,019 o
budget. Similarly,

Kshs.3,359,488,331

under+xpenditure
Kshs.550,317,475 or
budget. The

underperformance
planned activities
impacted negatively

and

1,300

to the

expended

against an

amounts
udget and
e basis of

and

esPectively
funding of
i3% of the

Company
39,170,856

budget of
tlting to an

of
6% of the
rding and
ected the
may have

)n service

Company's revenue and

levels are determlned by operational

and business circumstances.

Although the ComPanY did not

aa6lsvs its production and sales

targets, it produced and sold its s-year

highest volumes and rePorted its 5

year lowest loss.

expenditure

ON THE IAWFU

ResolvedEmmanuel Ngala,

Head of Finance

Financial

review, the
nelil Sugar
re financial
tor4eneral
L, one (1)

rry deadline
contrary to
,ublic Audit

luires that
should be

Itor€eneral
Fter the end
which the

This was caused bY a delaY in
completion of a major uPgrade

exerclse of the ComPanY's financial

system software, the Sun System,

undertaken during the financial year

2O2O/202L. The uPgrade was

completed and signed off on 21st

August 2021. The exercise took longer

than earlier anticipated because the
Company's version 4.25 of Sun System

was a much lower version below the

latest 6.4 as Sun SYstems had

undergone several upgrades since the

Company imPlemented it'
Consequently, the exercise turned out

to be a major process computerization

exercise

1 Late submlssion (

Statements:
During the year unde

Management of Ch

Company submitted
statements to the Au

on 29 October 20
month after the statu
of 30 September 202
Section 47(1) of the
Act, 2015 which r

finaniial statements
submitted to the Au

within three months
of the fiscal year t
accounts relate.

ResolvedEmmanuel Ngala,

Head of Finance

: prescribed

not include

statements
ply with the

by the
I Reporting

The statement of changes in equitY

was included on page 3 of the financial

statements. However, the title
"statement of Changes in EquitY" was

from the final

2 Non-compliance to t
format:
The f inancial
presented did not co
format prescribec

lnternational Finan(

Framework as they c

H ffiW ffi
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Chemelil Company Limited
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For the

and Financial Statements
ended lune30,2O22

the st
as we
upofr

:ement of changes in equity
as the statement on follow
rditor recommendations.

print. This has been corrected.

The report on follow up of auditor
recommendations has been included

3 Non-c

Procu

Act, 2
It war

pa id

Hardrrr

items
procu
Reguli
Public

Dispor

requi r

recorc
makes
releva

sectior
satisfi(
officer
after t
of the
procur
five hr.

the Au

by the

and Assets Disposal
and Regulations,2020:

noted that Kshs.2,094,180
M/s General Auto

re for the supply of various
re incurred through direct

contrary to
90 (1) (a) and (b) of the

Procurement and Asset

Regulations, 2020 which
the procuring entity to

reasons upon which it
a determination that the

condition set out in

103 of the Act has been
and that the accounting
ll, within fourteen days

notification of the award
report any direct

of a value exceeding
d thousand shillings to

in a format provided

with Public

Under section 103 of PPADA 2015,
Single sourcing is justified under
circumstances where the item is

urgent or there is a catastrophe or
natural disaster and the purchase

must be hastened to avoid or reduce
possible losses. The supplier must be

prequalified and the prices are within
the market rate.

The items in question were urgently
required to fix sudden factory
breakdowns but were out of stock and
were not available in the shops of all
other prequalified suppliers because
of import restrictions imposed during
the Covid 19 pandemic. General Auto
Hardware Ltd, based in Kisumu, was

identified as the nearest supplier with
the items in stock. This was dully
reported to the authority in the
prescribed format within the required
timeline.

Japheth Ojwang',
Supply Chain
Manager

Resolved

4 lrregu
Contri
Durin6

Manal
for tt
50kgs

th rea c

which
signed
the (
2019.

issued

28 Feb

the ex

of ont
terms
Hower

record
pa id

Kshs.1

deliver

the c

stated

;r Management of Supply

It,
the year under review,

rment engaged a supplier
r supply and delivery of
sugar bags and sewing
at Kshs.44.51 per piece

ivas based on a contract
between the supplier and
mpany on 28 February
The supplier had been
vith a notification of award
uary 2020 being renewal of
iting contract for a period
(1) year under the same

I engagement.
r, review of payment
revealed that the firm was

an amount of
3LL,228 before making
rs contrary to the terms of
ltract Clause 3.1 which
that payments shall be

Due to lntermittent stoppages of
milling operations, the Company has

had problems with its successive
packaging materials suppliers. The

suppliers declined to supply the
Company's orders and resorted to
court to recover their dues. Given that
this is a critical item for the production
process, Management had to
approach the suppliers for out of court
settlement and plead for continued
supply.

When the Company put up a tender
afterwards, they did not participate. ln

another subsequent tender, only one
responded and was awarded.
Unfortunately, just after placing an

order in February 20L9, milling
operations stopped due to lack of raw
materials. The manufactu red

Japheth Ojwang',
Supply Chain
Manager

Resolved
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itedLim

the product but could not deliver u

milling operations resumed 12 months

later. The condition for delivery and

continued business was that all

subsequent orders would have to be

paid for before theY begin

manufacturing.

The tender documents supporting the

price of Kshs. 46.20 have been

provided to the auditors.

ntiland upon

that the firm
upwards per

effective 1

Although
that the

was effected
the packaging

documentary
to support

made after
acceptance of the

Further, it was

adjusted the

Management
price of Kshs. 46.

after tendering
materials,
evidence was

the nation

202L

no

piece to
March

ResolvedConsta nce

Webale,
Head of Human
Resources (Ag)

The Board of Directors had

commenced a recruitment process to

competitively fill the position of
Managing Director with an advert that
appeared in the KenYan dailY

newspapers from 27th MaY 2020.

Applicants were shortlisted for
interview but a circular ref:

MOALF&C/CS/ADM/30 dated 7th Julv,

2020 from the Cabinet Secretary,

Agriculture, Livestock, Fisheries and

Cooperatives (copy availed) imposed

an embargo/restriction on

recruitment and Promotions. The

Board was later disbanded through a

gazette notice dated 3rd August, 2020

before comPleting the Process

The company sought permission from

the Ministry of Agriculture, Livestock,

Fisheries and Co-operatives to recruit

for 46 Positions through letters dated

26th June 2OL7,22nd November 2017

and 19th December 2017 but onlY

nine (9) critical vacant positions were

granted as per their letter of approval

dated 2nd March 2018 (copy availed).

The company went ahead to advertise

above nine aPProved Positions
through the local Standard Newspaper

dated 21st November 2017 (coPY

availed) and thereafter shortlisted

a for the above but

the Human

organization
pany revealed
nt positions

ging Director
capacity since

(33) staff
appointed in

to various
Company for a

than six (6)

Policies and

section C

that acting
be payable to

than six (5)

to the

5 Non-compliance
Resource Policies:
Review of
structure of the
that key ma

including the M
were on an a

May 2017.

Further, thi
members had

an acting
positions within th
period of more
months. This is

Procedures Ma
(1aX1) which
allowance will
an officer for
months.

Human

s0

(

u
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND GOVERNANCE

could not proceed with the interviews
after milling operations were

suspended. Although milling has since

resumed, the level of operation was

still below 40% capacity due to factory
efficiency levels and the Company only
managed to pay 50% ofsalaries due.

Meanwhile, these vacant positions

had to be manned physically by

employees to ensure smooth
operations hence the acting
appointments.

ffi re

Gabriel
Nyangweso,

Ag. Managing
Director

ResolvedThe Company's Board was fullY

constituted with all its committees

until the date that the Directors'

appointment was revoked bY the

Cabinet Secretary for Agriculture,

Livestock and Cooperatives vide the

Kenya Gazette notice dated 3rd

August 2020 to take effect from 15th

July 2020. The understanding is that
Directors remain accountable for the

affairs of the Company during the

period of the financial when theY

served in the Board up to the date of

revocation of their appointments.

1 lack of a Functional Board of
Directors:
Review of the governance
structure revealed that the
Company operated without a

Board of Directors since the term
of the previous Board ended on 16

July 2020. ln the circumstances,
the Company was unable to
constitute Board sub committees
such as Audit Committee, HR and
Finance Committee and Strategy
and Technical Committee to
provide oversight to Management
activities in line with good

corporate governance practices.

I Further, the Chairman's report,

ffiE ffi
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Management PrePared

statements and annual reports on the

basis of verifiable events and

transactions recorded in the books of

the CompanY. NormallY, the same are

presented to the Board for discussion

and approval. However, the Board

was dissolved during the financial and

was not available to aPprove the

financial statements and reports for

the year ended 30th June 2021. The

statements have therefore been

signed by the Acting Managing

Director on their behalf'

the financialreport and

Directors'
signed by the

on behalf of
addition, the

Directors'
that the

were

ber 2021.

Board of
statement
Responsibilities
Ag. Managing
the Chairman

Statement
Responsibilities

approved on 21

of

financial

2023
30UnresolvedJacqueline

Kotonya,
lnternal Audit
Manager (Ag)

The Annual Audit plan 2O2Ol202l was

approved bY the Ag. Managing

Director after the Board was dissolved

effective 16th July 2020. Before then,

the Board Audit Committee was in

place.

lndeed, the internal audit section

planned for 24 audits during the

financial year 2O2O/2O2L. Alongside

this was a plan to recruit additional

staff to strengthen the internal audit

team that was to imPlement it.

However, recruitment of additlonal

staff was not possible after the circular

ref: MOALF&C/CS/ADM/30 on

freezing of emPloYment from the

Ministry of Agriculture, Livestock,

Fisheries and Co-operatives dated 7th

July 2020. This affected the

implementation of the Audit program

for the year. The audit of costs for

contracted staff was duly completed

and submitted for implementation'

The section also carried out three

investigative audits during the year.

Management is Pursuing aPProval

from the Ministry to address

understaffi in the Section.

the lnternal
an approved

Audit had

only staff
employees. lt
a draft report

prepared

was presented

of its
Further, the
all Audit
lapsed on

hence the
without an

the year

ry to section B

of Governance
Guidelines.

that an

esta blish an

addition to a

three other

Audit

(24)

for

1 work

Lack of Effective
Function and Au

Review of the
plan reveled
Audit did not h

work plan.

Further, the I

targeted to audit
audit areas but

is not'clear

by the departme

implementation

appointment
Committee
22d )uly 2O2O

Audit Committee
under review
of Mwongozo

Section D 11

organization
Audit Committee
maximum of
committees.

costs for

of 24th

to

Company

for State

2

ResolvedEmmanuel Ngala,

Head of Finance
The Company's sales are largely made

on cash basis with the only exception

molasses sales to Chemical

receivables
include trade

ofnce

Debt
The trade and

balance in note
receivables

3

52

Jun

il



a

't

t

Chemelil Sugar Company Limited

Annual Reports and Financia! Statements
For the year ended lune 30, 2022

and Finance Company which is a state
corporatioh. The old trade debtors
are historical balances which arose

more than 5 years back when the
Company had credit sale

arrangements. Provisions have been

made in the books for these amounts.

Management has since developed a

robust Credit Management policy
document to guide on engagement
with customers, monitoring and
collection of debts as well as

provisioning and write off doubtful
and bad debts. This will be put into
full use upon approval by the Board of
Directors.

Kshs.57,151,868 out of which
receivables amounting to
Kshs.47,455,411 (or 83%) were
more than 120 days old which
casts doubt on the effectiveness of
the debt management of the
Company.

ffi ffi

Chairman of the BoardAg. Managing Director

Date. e.o?"3o"tu ?3-/gaIsg lesleic3

53
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