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KEY COMPANY INFORMATION

Background information

Kabianga Tea Farm Company Limited was incorporated under the companies Act (Cap 486) on
20™ June 2008. TEZ Company was previously wholly owned by the County Council of Kipsigis
which became defunct with the promulgation of the constitution of Kenya 2010. The County
Government of Kericho became its successor and is represented by the County Executive
Committee Member for Agriculture, Livestock & Fisheries Development who is responsible for
the general policI/) and strategic direction of the company. The County Government of Kericho,
through The County Assembly of Kericho, has established Kabianga Tea Farm as an Agency of
the County Govgmment of Kericho. This was established by an Act; The Kericho County

Kabianga Tea Fame Act No. 8 of 2021. The Act came into effect on 6™ August 2021.

Principal Activities
The principal activity of Kabianga Tea Farm is to harvest good quality green leaf tea from its farm
and sell it to greeh leaf tea processors.

Vision.

To be a good quality tea producer for the future and for posterity.

Mission.

Facilitate access to employment opportunities through enabling environment that fosters value for

money for socio-Tconomic development.

Core Values

Transparency
Kabianga Tea Fai‘m will endeavour to act in a transparent, predictable and understandable

manner to its stakeholders

Equitability

Kabianga Tea Fakm will deal with its stakeholders in a just and impartial manner

v
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KEY COMPANY INFORMATION (Continued)

Customer focus.

Kabianga Tea Farm will endeavour to satisfy its customers’ needs

Teamwork.

Kabianga Tea Farm staff will embrace togetherness and team spirit in carrying out their duties.
Synergy among the staff members shall be highly valued for better achievement of objectives
Objectivity.

Kabianga Tea Farm will endeavour to be impartial in carrying out its mandate

Transparency.

Kabianga Tea Farm will endeavour to act in a transparent, predictable and understandable manner
to its stakeholders.

Integrity.

Kabianga Tea Farm board and staff members will strive to be professional, honest, fair and ethical
at all times

Courage.

In the performance of their duties, Kabianga Tea Farm Boards and staff shall be bold in the
execution of their duties and shall be prepared to mitigate any risks or challenges

Directors

The Directors who served the company during the year/period were as follows:

1.  Nicholas Kirui - Chairman - Appointed on 9™ July 2019

2 Lilian Kerio -Member - Chief Officer-Agriculture, Livestock & Fish.

3 Livingstone Kipkoech - Member - Appointed on 9™ July 2019

4 Mary Siele - Member - Appointed on 9" July 2019

5. Johnson Rono -Member - Alternate to C.O Agriculture, Livestock & Fisheries
6 Erick Siele - Member - Appointed on 9™ July 2019.

7 Victor Langat -Member  -Chief officer — Trade,Wildlife & Cooperatives

8 David Sawe - Chief Executive Officer —~Appointed 1* December 2020.
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I KEY COMPANY INFORMATION (Continued)

Principal Legal Adviser.

The County Attorney,

County Govemm%nt of Kericho,
P.O. Box 112

Kericho , 20200
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I KEY COMPANY INFORMATION (Continued)

Corporate Secretary

Ms. Joyce Kilel
P.O. Box 112- 20200,

Kericho.

Registered Offices

Kabianga Tea Farm Co. Ltd.

Off Kericho- Kisii Highway , Next to University of Kabianga,
P.O. Box 20 -20201

Kabianga, Kericho- KENYA

Corporate Contacts

Telephone: 254-0746-261 499
E-mail: kabiangateafarm@yahoo.com

Website: www.kabianga.go.ke

Corporate Bankers

Co operative Bank of Kenya Ltd
P.o. Box 1742- 20200

Kericho.
Independent Auditors

Auditor General,

Office of the Auditor General,
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya
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II THE BOARD OF DIRECTORS

. Details

Mr Kirui is the Chairman of board. He is a
. .. . management consultant and has vast experience
Nicholas Kirui ) . .
in the tea industry spanning over 30years having

worked with Unilever Tea (K) Ltd.

|

1 Mr. Kirui is an independent director and chairs
. | ) o the Technical committee of the board. He has a
Livingstone Kipkoech Kirui .
bachelor’s degree in Human Resource

Management.

Mr Siele has a bachelor’s degree in business
. management, A Certified Public Accountant and
Erick Siele .
currently chairs the Audit Committee of the

board

| Ms Mary has a bachelors degree in Education.
Mary Siele She is chairing the Finance & Procurement

‘ Committtee of the Board.

! : Ms Lilain Kerio is currently the Chief Officer,

‘ | Department of Agriculture, Livestock &
Lilian Kerio Fisheries development and is trained in Plant
pathology, having worked previously as a

\ researcher at Tea Research Institute.
|

Mr. Langat is currently the Chief officer,
Victor *angat Department of Trade, Wildlife ,Cooperatives &

Industrialization.

Mr. Rono is currently the County Director of
Johsntone Rono Agriculture and an alternate director to The Chief
i officer — Agriculture. <

Mr. David Sawe is the Chief Executive Officer

David Sawe and has a degree in Agricultural Economics

viii
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II THE BOARD OF DIRECTORS (Continued)

Cs Joyce Kilel

Joyce Kilel training background in Human
Resource Management. She is currently head of
HR at the Department of Health Services and a

member of the Institute of Certified Secretaries.

III . MANAGEMENT TEAM

Vianagsement

David Sawe — Chief Executive Officer — Holds a .
. . Overall operations of the farm
1 degree in Agricultural Economics
‘Bernard Bore — Mr Bore has a bachelor’s degree in In charge of Finance and
2 Commerce and a member of [CPAK. procurement
Chepchirchir Chumo — Ms Chumo has a Bachelors In Charge of Field operations,
3 degree in Agricultural Economics Transport and Human Resources
Patrick Ronoh - Holds a degree in Agricultural Currently deployed as Manager —
4 Education & Extension Kipkelion Coffee farm.
" Vincent Mutai — Has a Degree in Business o
Principal Accounts Assistant.
5 Management

ix
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IV . CHAIRMAN’S STATEMENT.

Results
The farm reported a surplus of Ksh. 2,012,877 compared to a loss of Sh. 48,574.00 in prior year

2020/21.

Crops Volume.

The crop harvested from the farm during the year is 2,181,606 kgs. In prior year (2021) the crop
realised was 1,937,587.75 kgs. The total land area under tea at the farm is 121 Ha. From this volume
of green leaf realised, the production per bush translated to 1.67 kg whereas in prior year (2021) the
production per bush was 1.49kg. The farm delivered its green leaf tea for processing at Evergreen
Tea and Kipkebe Ltd (Sasini Tea). The choice of factory to deliver our tea is driven mostly by the
green leaf price offered by the different processors.

Value Addition.

To make the farm sustainable going into the future, it needs to diversify and do value addition to its
raw green leaf tea. The revenues from green leaf tea has average approximately ksh. 53.7 million
over the past five years. Plans are still underway to lobby the County Assembly of Kericho to
appropriate funds for the establishment of a speciality tea processing factory.

Markets. |

During the year under review, attempts were made to reform the tea industry. New regulations were
published to accompany the dormant Tea Act of 2018. The Ministry qf Agriculture has intentions to
redefine how fhe tea industry operates. The full impact of the reforms being undertaken along the tea
value chain shall be realised once all the reforms have been implemented. This might cascade to
lower levels and prices of tea to the producer/farmer might be better. The markets were subdued on
account of restrictions placed by many countries to contain the spread of Covid -19.

Cost of Productio

All tea harvested by the farm is done manually. The workers union (KPAWU) has been pushing
wages for their members to go up. The farm entered into a CBA with them during the course of the
year. Costs of production has been on an upward trajectory and expected to continue rising as the
current CBA offers employees annual increments at a minimum of 10%.Most multinationals have
mechanized most of their operations and contracted most services to bring down the cost of

production.

Nicholas Kirui
Chairman. Date ...... (7.1 o /Z” Bl vacnione
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V. REPORT OF THE CHIEF EXECUTIVE OFFICER

Green leaf tea revenues.

Green leaf harvested at the farm during the year under review were delivered to Sasini Tea PLC
and Evergreen Tea (K) Limited. The farm also earned revenue from green leaf tea on Duka Moja
Farm- KEWASCO site. The Duka moja farm is wholly managed by Kaisugu Limited.

Below is a comparative analysis of volumes, prices per kg of green leaf and revenues from tea

sold to the different processors.

Factory 2021722 2020/21
Vol(kgs) Prices | Revenues Vol(kgs) Prices Revenues

Kapchebet 86,385 18.29 1,580,116
Unilever 36,085 17.00 613,445
Williamson 180,995 28.90 5,230,755
Evergreen 901,376 26.30 23,713,332 | 1,634,122 23.70 38,724,384
Sasini Tea 1,280,230 2591 33,177,126

Sub Totals 2,181,606 56,890,459 | 1,937,587 46,148,700
Duka Moja - 24.00 195,813 22.00 87,669
Bonus(Unilever) . 342,464 3.37 1,156,387
Totals 2,181,606 57,086,272 - 47,392,756

Revenues from green leaf tea for the period under review was Sh.57,086,272.00. In prior year-
(2020/21) revenues from green leaf tea was Sh. 47,392,756.50. This translated to an increase of
Ksh. 9,693,515.70 representing a percentage increase in revenue of 20%. This increase in revenue
is attributed to favourable prices offered by the processors and good agricultural practices leading

to an increase in volume of green leaf by 244,018.25 kgs compared to prior year.

Cost of Production

Total costs of production during the year under review was ksh.33,455,023. In prior year, the total
costs of production was ksh. 25,908,266. This was higher by Ksh. 7,546,757. Costs went
considerably high due to fertilizer prices associated with the Russian /Ukraine war. Plucking costs
also went up by Ksh. 2,346,693 on account of higher volumes of green leaf tea. Total

administrative costs was ksh. 22,649,070 compared with ksh. 23,669,930 in prior year.

x1i
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|
IX. REPO!JT OF THE DIRECTORS

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

June 30, 2022 whicF show the state of the company’s affairs.

i) | Principal activities

The principal activities of the Company continue to be harvesting and selling of green leaf tea.

ii) | Results
The results of the ﬁompany for the year ended June 30, 2022 are set out on page 2.

iii) Dividends
Owing to better business environment and better green leaf tea prices the remitted 2 million shillings

to the principal stheholder — The County Government of Kericho..
\

iv) Directors

The members of tWe Board of Directors who served during the year are shown on page (vi).
v) Auditors
The Auditor Geneial is responsible for the statutory audit of the company in accordance with Article

229 sfthe Constitution of Kenya and the Public Audit Act 2015 for the year ended June 30, 2022.

By Order of the Board

......................

Secretary to the Board

xxi
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VI. CORPORATE GOVERNANCE STATEMENT

Corporate Governance is the process and structure used to direct and manage business affairs of
the Company. The principles and standards adhered to by the board are mirrored on the
‘mwongozo’ guide for public entities.

The board consists of eight members appointed by the County Government of Kericho. They
comprise of the Chairman, who is a non-executive member, the County Executive Committee
Members in charge of Agriculture & Finance, two Chief officers, one(1) from the Department of
Agriculture and one(1) from the department of Trade and three(3) other members. The Chairman
and the three independent directors who are not officers of the County Government are appointed
for a three-year term which is renewable once by the County Government of Kericho who is the

principal shareholder.

It is a mandatory requirement that all newly appointed directors of the farm are taken through

induction training for them to acquaint themselves with their roles and responsibilities.

The Board is responsible for formulating policies and strategies and ensuring that the business
objectives aimed at promoting and protecting the interests of the stakeholders are achieved. The
board ensures that procedures and practises are set to ensure effective control over strategic,

financial, operational and compliance issues.
Committees of the Board.

The board has established 4 standing committees, which meet under terms set by the board.
Technical Committee

The members of the this Committee are, Mr. Livingstone Kipkoech(Chairman) , Mr. Nicholas
Kirui Ms. Lilian Kerio and Mr Johnston Rono. The committee is in charge of all activities related

to production in the field.

xiit
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VI CORPORATE GOVERNANCE STATEMENT (Continued)

Human resources Committee.

The members of this committee are Mr. Johnstone Rono (Chairman) Mr. Livingstone Kipkoech
and Ms Marie Siele.

Finance and Procurement Committte

The Members of this committee are Ms Mary Siele ( Chairperson), Erick Kimutai Siele and Mr.
Victor Langat

Audit Committe

The members of this committee are Mr. Kimutai Siele (Chairman) , Ms Mary Siele and Mr

Livingstone Kipkoech.

Director’s remuneration during the year.

|
The Non—Executiye directors are paid allowances for attending meetings. The rates are as,
stipulated by the %alaries and remuneration commission. Additional fees are paid for further

responsibilities s#ch as visiting the farm and attending other meetings as may be required.

Xiv
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VII . MANAGEMENT DISCUSSION AND ANALYSIS

Tea crop.

The company made sales of green leaf tea to two factories — Evergreen Tea (K) Limited and
Sasini Tea Plc. The processors paid Ksh. 23.00/kg monthly and Ksh. 25.25/kg monthly
respectively. This rate was adjusted upwards to Ksh. 27.00/kg by Evergreen Tea (K) Ltd and
Ksh. 27.25/kg by Sasini Tea PLC in the course of the financial year.

The following are comparative tea production statistics and revenues earned by the farm for the

past five years together with the prices offered by the processors.

Year ended 30" Kapchebet | Unilever Sasini/ Evergreen Total Vol (kgs) | Total Rev.
June Willamson Tea
2021722 . o
- Green leaf Vol 1,280,230 901,376

25.25 23.00 - 2,181,606.00 57,086,272.20
-Prices (Mon/ Bonus) 27.25 | 1.00 27.00 1.90
2020/21
- Green leaf le 86,385.00 36,085.00 180,995.00 1,634,122.75 1,937,587.75 47,392,756.50
-Prices (Mon/ Bonus) 1830 | - 17.00 3.37 25 4.43 23.00 2;62
2019720 .
-Green Leaf Vol 367,804.30 828,379.00 771,965.00 - 1,968,148.30 46,664,479.90
- Prices (Mon/ Bonus 20.35 | - 17.00 0.60 |25 443 | - -
2018/19
Green Leaf Vol 644,824 .40 1,144,885.00 - - 1,789,709.00 51,523,939.00
Prices (Mon/ Bonus) 26.65 ] - 26.00 500 |- - -
201718
Green Leaf Vol 788,467.00 | 1,144,175.00 - - 1,932,642.00 66,051,520.60
Prices (Mon/ Bonus) 78 . 26.00 13.00 |- N -

*Mon — Monthly rate

* Bonus — Second payment rate

XV
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VII. MANAGE#’IENT DISCUSSION AND ANALYSIS (Continued)

The farm is paid for deliveries per kg of green leaf. Different processors have varying minimum

leaf quality standards that they accept at their factories for processing. The quality leaf standard

for Evergreen Tea (K) Ltd is a minimum of 65% and Sasini Tea PLC is a minimum of 70%.

Perfomance

The farm’s performance for the last six years is as indicated in the table below;

Year ended Volume- Revenues — Revenues - Total Totals Surplus

30" June Green Leaf Green Leaf Others Revenues Costs & Exp.

2021/22 2, 1%81,606.00 57,086,272.20 956,341.80 58,047,465.00 | 56,104,094.25 1,943,370.70
2020/21 1,937,587.75 47,392,756.50 2,136,886.26 49,529,622.75 | 49,578,197.03 (48,574.28)
2019/20 1,968,148.30 46,664,479.90 1,190,310.80 47,854,790.70 | 50,570,611.40 | (2,715,820.70)
2018/19 1,789,709.00 51,523,939.00 1,869,000.00 53,392,939.00 | 52,981,473.00 411,465.35
2017/18 1,932,642.00 66,051,520.60 1,221,644.00 67,273,164.60 | 53,194,776.80 | 14,078,387.80

Tea industry OTlook.

The tea industry Las been undergoing reforms with a view to ensuring efficiency, transparency

and good governance in the value chain with the ultimate objective of improving farmers’

earnings. The Tea Act 2020 continues to dominate the landscape and the way tea business is

conducted throughout the tea value chain from the farmer, the processors and the marketing of

tea. KTDA contrpls at least 65% of Kenya’s tea production. Any buyer operating in Kenya cannot

teas thus fetchin

ignore them. Ou;tea is sold to private processors. KTDA is able to place minimum prices on their

better prices than the private processors/ Multinationals. As a result, they offer

better prices to their farmers.

Demand for Kenyan tea remains concentrated on Pakistan and Egypt. It would be hugely
encouraging if national efforts to negotiate demand from a very still protectional India were taken.

The population i% increasing and will overtake China soon.

XVi
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VII. MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Europe, the UK and North America are in transition with retailers continuing to demand a large
percentage for sales. With inflationary pressures and the higher prices (KTDA Minimum Price)
for Kenyan teas, these parkers are turning to inferior destinations, Malawi, Tanzania, and South
India. The probability is that sales will therefore continue to decline in the western world as

customers turn to alternative beverages.

In view of the dipping prices and in order to secure the sustainability of the tea industry, the

government has to put in interventions necessary to cushion the producer prices.

This include amongst others, the setting up of a reserve price at the Auction based on the cost of
production and diversification to Orthodox tea production. The government has also commenced
the implementation of the reforms contained in the Tea Act, 2020 which are geared towards

facilitating improved farmers’ earnings as weli as a competitive and sustainable tea sub-sector.

Tea prices and trade are also expected to be adversely impacted by the Russia-Ukraine conflict, as
the

Russian Federation is the largest 1mporter of Indian tea, the third largest importer of Sri Lankan
tea and the fifth largest importer of Kenyan tea. The Russian Federation is a major suppller of
fertilizers, and a limited availability and/or higher prices of fertilisers could translate into lower
yields and impact tea quality.

World tea production in 2021 increased to an estimated 6.5 million tonnes, from 6.3 million
tonnes in 2020, as production of black tea recovered from the 2020 shortfalls in some of the major
producing countries, such as India and Sri Lanka. China remains by far the largest tea producer,
accounting for 47 percent of global output, reaching 3.1 million tonnes in 2021, compared to 2.9
million tonnes in 2020. Output in the second largest producer, India, recovered in 2021 to 1.33
million tonnes compared to 1.26 million tonnes in 2020.

Exports recovered slightly from the COVID-19- related downturn in 2020 to an estimated 1.8
million tonnes in 2021, owing to higher exports by Kenya and China and resumed shipments from

Sri Lanka,the second largest black tea exporter.

xvii
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VIIL MANAGEIT’IENT DISCUSSION AND ANALYSIS (Continued)

Global consumption of tea increased annually by 3.5

percent over the last decade, and is estimated to have amounted at around 6.4 million tonnes in
2021, underpinnei by robust demand in major producing countries (China and India), as well as

other Asian and emerging economies.

World tea export increased annually by 0.5 percent over the last decade. Black tea exports
registered a minor increase of 0.1 percent, owing to increasing shipments from Kenya and India,

which more than offset reduced shipments by Sri Lanka, the second largest exporter of black tea.

Green tea eXports increased by 2.3 percent, mainly driven by increased sales by China and Viet

Nam.

In the medium term, exports of black tea are proj‘ected to increase by 1.4 percent, on the back of
expected larger in:)ments by Kenya, confirming the country’s rank as the largest exporter,
followed by India, Sri Lanka, Argentina, Viet Nam, Uganda and the United Republic of Tanzania.
World green tea exports are expected to grow at a faster rate over the medium term, by about 4.0
percent per year, h:iven by foreseen sharp increases in sales by the top three exporters. China is
expected to continue to dbminate the green tea export market, accounting for over 70 percent of
global green tea exports and registering an annual increase of 3.6 percent up to 2030, followed by

Viet Nam, with a!share of over 20 percent. In terms of growth rates, Viet Nam and Japan are

projected to lead, respectively, at 7.0 percent and 6.5 percent.
VIII. ENVIRNdMENTAL AND SUSTAINABILITY REPORTING.

Kabianga Tea farm exists to support the socio economic development of the County Government
of Kericho. Its pTinmary objective is to generate revenues to the county, create employment, and
support several other stakeholders within the larger Kericho County.
i i) Sustainability strategy. &
|
Tea businéss is supported by good and reliable rainfall. As all the crop is rain fed, the farm
has partnered with key stakeholders to ensure the environment is taken care of for

sustainabie operations.

Xviil
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VIII ENVIRNOMENTAL AND SUSTAINABILITY REPORTING (Continued)

Key among these stakeholders are the schools, community based organizations, churches
and the County Government of Kericho. One key area where the company has

made interventions is the establishment of a tree nursery, that propagates tree seedlings.
The trees at the nursery are sold at a subsidized price to enable more customers get access
to tree seedlings.

The tree seedlings being propagated are mostly indigenous. During the year, the farm
made available 150,188 tree seedlings which were sold to the residents in order to preserve

the environment.

ij)  Environmental performance

The farm is registered under rainforest alliance and has strived to comply with all the
requirements of Rainforest Alliance. The farm protects existing wild animals, has an
inventory of all wild animals within its farm and protects existing ecosystems.

There are proper waste disposal sites, with good signage. Wastes are segregated between
bio-degradable and non-biodegradable. Indigenous trees are also planted along the water

bodies and no farming is allowed within SOmetres from the rivers/streams.
iii) Employee welfare

The company offers housing to some of its employees. The workers living quarters are
kept good by painting regularly every 2 years. When hiring employees, equal opportunity
is given to all on the basis of their qualifications and abilities for the work to be
performed. The company concluded negotiations with the union for the first ever CBA
between KPAWU and the farm. This guarantees good labour practises and harmonious

industrial relations.

£
<

X1X



-

Kabianga Tea Farm
Annual Reports and Financial Statements

For the year ended‘June 30, 2022
!

VIII ENVIRNOMENTAL AND SUSTAINABILITY REPORTING (Continued)

iv)

a)

b)

Marllet place practices-
Responsible competition practice.

The l‘arm believes in vigorous yet fair competition and supports the development of
appropriate competition laws. The farm treats all its suppliers and customers in a fair
and balance manner and gives equal opportunities to all. The farm does not involve

itself in any political activities and gives all political players equal treatment.

Responsible Supply chain and supplier relations

The farm has committed to establishing mutually beneficial relations with all its
suppliers and business partners. In all our dealings the farm expects its suppliers to
adhete to ethical business practises. No delay whatsoever for deliveries/supplies made

shall be paid outside agreed credit periods.
Corporate Social Responsibility/Community Engagement&.

The company has continued to support education in the community by employing two
teachers at the neighbouring Kapmaso Primary school. This has enabled the school not
to demand PTA fees from parents. The company has also employed 3 ECD teachers

and qrovided classrooms to offer early childhood education within its premises.

The company continues to offer subsidized tree seedlings for sale to customers in an
effort to support environmental conservation. Each tree seedling is sold at Ksh. 5.00
whereas Ehe market price is Ksh. 10.00. During the year the company managed to sell
apanxirﬁately 58,148 seedlings to the community.

XX
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IX. REPORT OF THE DIRECTORS

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

June 30, 2022 which show the state of the company’s affairs.

i) | Principal actiyities

The principal activities of the Company continue to be harvesting and selling of green leaf tea.

ii)  Results |
The results of the Company for the year ended June 30, 2022 are set out on page 2.

iii) Dividends
Owing to better business environment and better green leaf tea prices the remitted 2 million shillings

to the principal shTeholder — The County Government of Kericho..

iv) Directors

The members of the Board of Directors who served during the year are shown on page (vi).

v) | Auditors \
The Auditor Geneq‘al is responsible for the statutory audit of the company in accordance with Article

229 .fth. Zonstitution of Kenya and the Public Audit Act 2015 for the year ended June 30, 2022.

By Order of the Board

Secretary to the Board

XXxi
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X. STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 require the Directors to prepare financial
statements in respect of the company, which give a true and fair view of the state of affairs of the
company at the end of the financial year and the operating results of the company for that year. The
Dircctors are also required to ensure that the company keeps proper accounting records which
disclose with reasonable accuracy the financial position of the company. The Directors are also

responsible for safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the Company’s financial
statements. which give a true and fair view of the state of affairs of the Company for and as at the end
“of the financial year (period) ended on June 30, 2022. This responsibility includes: (i)Maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period;(ii)maintaining proper accounting records, which disclose with
reasonablc accuracy at any time the financial position of the Company; (iii)Designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements. and ensuring 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 (vi)Making accounting estimates that are reasonable in the circumstances.

The Directors responsibility for the Company’s financial statements, which have been prepared using
appropriatc accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the
PFM Act, 2012.
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X .STATEMENT OF DIRECTORS’ RESPONSIBILITIES (Continued)

The Directors are of the opinion that the Company’s financial statements give a true and fair view of
the state of the Company's transactions during the ﬁhancial year ended June 30, 2022, and of the
Company's ﬁnancia/l'ﬁosition as at that date. The Directors further confirm the completeness of the
accounting records n{aintained for the Company, which have been relied upon in the preparation of the

Company ‘s financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Company will not remain a going

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

Approval of the financial statements

The Company's ﬁnﬁmia_l_ statements were approved by the Board on ___|[ ;’/f K4 l/ 2022 and

i
signed on its behalf by:

Signature Signatur _
Name /\/(('/&«S'Zf;o % Name DB Sy
Chairperson of the}Board. Chief Executive Officer.
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actual amounts for the year then ended, and a summary of significant accounting policies
and other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kabianga Tea Farm as at 30 June, 2022 and of its
financial performance and its cash flows for the year then ended, in accordance with
International Financial Reporting Standards (Accrual Basis) and comply with the Public
Finance Management Act, 2012 and the Companies Act, 2015.

Basis for Qualified Opinion
1. Variances in Revenue from Green Leaf Tea

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.57,086,272 under revenue from green leaf, which as disclosed in Note 6 to the
financial statements relates to sale of 2,181,606 kilograms of tea. The Farm had contracts
with two factories; one with Evergreen Tea Factory at a contract price of Kshs.23.00 and
the other with Kipkebe (Sasini) at Kshs.25.25 for every delivered kilogram of green leaf
tea. During the year under audit, Management delivered 1,280,230 kilograms to Kipkebe
at a price of Kshs.25.25 and 901,376 kilograms to Evergreen at the price of
Kshs.23.00.However, no explanations were provided for the failure to deliver all the tea
to the higher bidder which would have earned the Farm an extra Kshs.2,028,096.

Further, although the Farm indicated that the prices from the two suppliers were
Kshs.25.25 for Kipkebe and Kshs.23.00 for Evergreen, a recalculation of the sales
amounts revealed variances between the reported amounts and the recalculated
amounts as indicated below:

Calculated Reported

Sales Sales
Quantity in | Price per | Amountin Amount in | Variance in
Client Kilograms | Kilogram (Kshs.) (Kshs.) (Kshs.)
Evergreen 901,376 23.00 | 20,731,648 | 23,713,333 | (2,981,685)
Kipkebe (Sasini) 1,280,230 25,25 | 32,325808 | 33.,177.126 (851,318)
Total 2,181,606 53,057,456 | 56,890,459 | (3,833,003)

In the circumstances, the completeness, accuracy and value for money of the reported
revenue from sale of tea of Kshs.57,086,272 could not be confirmed.

2. Unsupported Retained Earnings

The statement of changes in equity reflects retained earnings amount of Kshs.6,449,605.
However, a transfer to Kipkelion Coffee Farm of Kshs.1,585,036 and payment of
dividends to the County Government of Kericho of Kshs.2,000,000 were not supported
by any documentary evidence.

Report of the Auditor-General on Kabianga Tea Farm for the year ended 30 June ,2022
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In the circumstances, the accuracy and completeness of the retained earnings amount of
Kshs.6,449 605 could not be confirmed.

3. Variances in the Financial Statements

Comparison between the financial statements and the general ledger provided for audit

revealed variances as indicated below:

Financial
Statements Ledger

Amount Balance Variance
Item (Kshs.) (Kshs.) (Kshs.)
Revenue: |
Kipkebe (Sasini) Ltd 83,177,126 | 33,115,107 62,019
Cost of Sales:
Plucking ‘ 21,886,737 ( 20,649,349 1,237,388
Transport Costs 2,541,671 - 2,541,671
Other Income
Tree Plants (Nursery) 297,333 290,740 6,593
Administration Costs:
Transportation, Travelling and 1,185,435 633,800 551,635
Subsistence
Office & General Supplies and Services 199,180 195,680 3,500
Other Operating Expenses 1,022,374 1,757,234 (734,860)
Fuel Costs - 2,361,947 | (2,361,947)
Trade Receivables 5,274,462 5,292,962 (18,500)
Tax Recoverable 389,838 (410,690) 800,528

Management has not provided any analysis and supporting documents to reconcile or
explain the variance.

income budget and actual income on comparable basis of Kshs.59,293,320 and
Kshs.58,047,464 respectively. However, a re-computation performed indicates a total of
Kshs.61,393,320 and Kshs.60,229,070 respectively for the two items. The resultant
variances have not been reconciled or explained.

In addition, th} statement of comparison of budget and actual amounts reflects total final

In the circumstances, the accuracy and completeness of the balances reported in the
financial statements could not be confirmed.

4. Unsupported Bank and Cash Balances

The statement of financial position and as disclosed in Note 19 to the financial statements
reflects bank and cash balances of Kshs.615,700. However, the bank reconciliation
statement for the Month of June for the Cooperative bank account reflected a cash book
balance of Kshs.570,276 instead of the amount of Kshs.595,369. Similarly, the bank
reconciliation statement reflected receipts in bank statements not in cash book totalling
Kshs.25,093 for which no explanation was provided for non-inclusion in the cash book.

Report of the Auditor-General on Kabianga Tea Farm for the year ended 30 June ,2022
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In addition, Note 19 to the financial statements reflects KCB Account balance of
Kshs.5,846. However, this balance was not supported by a cashbook, bank certificates
and bank statements. Review of transactions on the account revealed that the account
has remained dormant since 2013. The continued maintenance of the dormant accounts
exposes the farm to risks of loss of funds in form of bank charges and interests.

In the circumstances, the accuracy and completeness of the bank and cash balance of
Kshs.615,700 could not be confirmed.

5. Long Outstanding Receivables

The statement of financial position and as disclosed in Note 17(a) to the financial
statements reflects a balance of Kshs.6,267,375 in respect of trade and other receivables.
The balance includes an amount Kshs.574,005 in respect of other receivables. However,
review of records relating to the other receivables revealed that receivables were debts
owing from directors’ and dating back to year 2012. Management did not explain how it
intends to recover the debts.

In the circumstances, the accuracy and full recoverability of the trade and other
receivables could not be confirmed.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Late Submission of Financial Statements

The financial statements of the Kabianga Tea Farm for the financial year ended
30 June, 2022 were submitted to the Auditor General on 22 November, 2022 which was
two (2) months after the statutory deadline contrary to the provisions of the Public Audit
Act, 2015 Section 47(1) which states that the financial statements required under the
Constitution, the Public Finance Management Act, 2012 and any other legislation, shall
be submitted to the Auditor-General within three months after the end of the fiscal year to
which the accounts relate.

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

Report of the Auditor-General on Kabianga Tea Farm for the year ended 30 June ,2022
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2. Non-Compliance Ethnic Balance Requirement

Review of the payroll records revealed that the Farm had a total of 29 staff members.
However, review of staff personal records indicates that all staff belong to one ethnic
community contrary to Section 7(2) of the National Cohesion and Integration Act, 2008
which states that no public establishment shall have more than one third of its staff from
the same ethnic community.

In the circumTanceS, Management was in breach of the law.
3. Lack of Staff Establishment and Policy Documents

During the year under review, the Farm did not have an approved staff establishment and
human resource plan to support achievement of goals and objectives in the strategic plan.
Further, the Farm had not developed policy documents to guide its operations which
included strategic plan, human resource policies and financial management manual.

This was contrary to the Section 1.2 of Mwongozo Code of Governance for State
Corporations role and functions of the Board requires that the Board should set and
oversee strategy and approve significant policies of the organization.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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 state}nents are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis of Conclusion

1. Lack Audit Committee and Internal Audit

The Farm did not have an Audit Committee as required by Regulations 167(1) of the
Public Finance Management (County Governments) Regulations, 2015 which states that
Subject to paragraph (2) of this regulation, each county government entity shall establish
an audit committee. The County Treasury, where deemed necessary, may approve the
sharing of one audit committee by two or more county government entities.

Further, there was no internal audit function for oversight of the operations of the Farm.

In the circumstances, the effectiveness of the internal controls, risk management and
overall governfnce for the entity could not be confirmed.

Report of the Auditor-General on Kabianga Tea Farm for the year ended 30 June ,2022
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2. Lack of a Risk Management Policy

Regulation 158(1) of the Public Finance Management (County Governments)
Regulations, 2015 requires the Accounting Officer to shall ensure that each County
Government entity to develop risk management strategies which should include fraud
prevention mechanisms, a disaster recovery plan and a system of risk management and
internal control that builds robust operations. However, the Farm did not have a risk
management policy framework in the year under audit.

In the absence of an approved risk management framework, Managements’ ability to
identify, measure and mitigate operational and other risks faced by the Farm may have
been constrained.

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

Responsibilities of Management and Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Accrual Basis of Accounting Method under the
International Financial Reporting Standards (IFRS) and for maintaining effective internal
control as Management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error and
for its assessment of the effectiveness of internal control, risk management and
governance.

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

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

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

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

Report of the Auditor-General on Kabianga Tea Farm for the year ended 30 June ,2022
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Auditor-GenqraI’s Responsibilities for the Audit

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

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance wﬁh 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, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance WTfth 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 ISSAIs. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of jits 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
Farm’s policies and procedures may deteriorate.

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

e |dentify 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,

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

Report of the A udi‘{or—General on Kabianga Tea Farm for the year ended 30 June ,2022
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e 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 Farm’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Farm to cease
to continue as a going concern its services.

e 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.

e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Farm to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

| communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controls that are identified during the audit.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

CPA Na CBS
AUDITOR-GENERAL

Nairobi

31 May, 2023
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XII. STATEMEt:’T OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2022.

YEAR

REVENUES

Revenue from Green Leaf 6 57,086,272 47,392,756
Cost of sales 7| (33,455,023) | (25,908,266)
Gross profit 23,631,249 21,484,490
Other Income

[nterest Income 4,851 5,425
Other Income 8 956,341 2,131,441
TOTAL REVENUES 24,592,441 23,621,356
OPERATING EXPENSES

Administration Costs 9(a)y| 8,574,369.10 | 8,951,899.30
Staff costs 9 (b) | 14,074,701.20 | 14,718,030.75
TOTAL OPERATING EXPENSES 22,649,071.10 23,669,929
PROFIT/(LOSS) BEFORE TAXATION 1,943,371 (48,574)
INCOME TAX EXPENSE/(CREDIT) 11 (389,938) (135,320)
PROFIT/(LOSS) AFTER TAXATION 1,553,432 (183,894)
Earnings per share — basic and diluted 12 - -
Dividend per share 13 - -
OTHER COMPREHENSIVE INCOME

Profit/ (Loss) after taxation

Surplus or deficit on revaluation of PPE =

Remeasurement of net defined benefit liability

Fair value gain/(loss) on investments in equity

instruments designated as at FVTOCI

TOTAL COMPREHENSIVE INCOME FOR THE 1,553,432 (183,894)
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|

XIII STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2022.

ASSETS |

Non-Current Assets

Property, plant and equipment 14 45,144,418 45,306,168
[ntangible assets 15 - .
Biological Assets 14 37,540,000 37,540,000
Staff Receivables due after one year 17(c) 11,043 19,043
Total Non-Current Assets 82,695,461 82,865,211
Current Assets
Inventories 16 1,167,165 983,025
Trade and othier receivables 17(a) 4,166,446 4,830,242
Tax recoverable | 18 517,326 531,680
Bank and cash balances 19 6115,700 1,723,547
Total Current Assets 6,466,637 8,068,494
Total Assets 89,162,098 90,933,705
EQUITY AND LIABILITIES
Capital and Reserves
Ordinary share capital 20 100,000 100,000
Revaluation reserve 21 78,423,502 78,423,502
Fair value adjustment reserve 22 - -
Retained earnings 23 6,449,605 8,481,109
Pn:oposed dividends
Capital and Reserves 84,973,107 87,004,611
an-Current Liabilities

| |
Current Liabilities
Trade and other payqbles , 24 4.058,1 LS 3,711,547
Provisions 26 130,876 217,547
Tax payable
Total Current Liabilities 4,188,991 3,929,094
TOTAL EQUITY AND LIABILITIES 89,162,098 90,933,705
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XTI STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2022 (Continued)

The financial statements were approved by the Board on (?// [o / 2022 and signed on its
behalf by:

Chairman of the Board

D> s 56{21/@%({ bore itholas f/@“‘/‘/
Namez» Name: /4%8(7 ‘Name

ICPAK M/NO:
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| As at July 1, 2020 = 100,000 | 78,423,502 - 8,665,003 = — - 87,188,505

New capital issued . ' .

Revaluation gain - : = - - - =

Transfer of excess
depreciation on revaluation
Deferred tax on excess
depreciation

Fair value adjustment on
quoted investments

Profit for the year - - - (183,894) - = (183,894)

Capital/Development grants
received during the year
Transfer of
depreciation/amortisation
from capital fund to Eetained

earnings

Dividends paid — prior year - - - - . -

Interim dividends paid —
current year

Proposed final dividends - - - - - . .
As at June 30, 2021 100,000 78,423,502 - 8,481,109 - - 87,004,611

~<
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As at July 1, 2021

100,000

78,423,502 |

8,481,109

Eapiral

Developmen

Grall 5\\_;-!‘: Und

87,004,611

Issue of new share capital

Revaluation gain

Transfer of excess
depreciation on revaluation

Deferred tax on excess
depreciation

Fair value adjustment on
quoted investments

Profit for the year

1,043.370

1,943,370

Tax Due (2021/22)

(14,353)

(14,353)

Transfer — Kipkelion Farm

(1,585,036)

(1,585,036)

Dividends paid - County
Govt of Kericho

(2,000,000)

(2,000,000)

Tax paid

(375,485)

(375,485)

Proposed final dividends

At June 30, 2022

100,000

78,423,502

6,449,605

84,973,107
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XV. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2022

2022120202021

CASH FLOWS FROM OPERATING ACTIVITIES

Kshs

CASH GENERATED FROM/(USED IN)
OPERATIONS |

27

2,881,174

371,542

Interest received

Interest paid

Dividends paid

Taxation paid

(375,485)

(277,885)

NET CASH GTERATED FROM/(USED IN)
OPERATING ACTIVITIES

2,505,689

93,657

CASH FLOWS FROM INVESTING ACTIViTIES

Purchase of property, plant and equipment

(28,500)

Proceeds from disposal of property, plant and equipment

Purchase of intangible assets

Purchase of investment property

Purchase of quoted investments

Proceeds from disposal of quoted investments

NET CASH GENERATED FROM/(USED IN)
INVESTING ACTIVITIES

(28,500)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issues of new share capital

Proceeds from borrowings

Kipkelion Coffee Farm Payments

(1,585,036.00)

Dividends paid |

(2,000,000.00)

NET CASH GQNEMTED FROM/(USED IN)
FINANCING ACTIVITIES

(3,585,036.00)

INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS

(1,107,847)

93,657

<

CASH AND CASH EQUIVALENTS AT BEGINNING
OF YEAR

1,723,547.00

1,629,890

Effects of foreign exchanges rate fluctuations

CASH AND CASH EQUIVALENTS AT END OF THE
YEAR

615,700

1,723,547
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XVL. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE
2022

s
¥
£
2
=
3

Revenue

hs

hs |

Kshs

Kss

Kshs |

)T ugw»n
L\ Ll =2 \) i

a Xxx%
Green Leaf Volume (kgs) 2,100,000 - 2,100,000 2,181,606 81,606 4%
Sales of green leaf tea 57,135,000 - 57,135,000 | 57,086,272 (48,728) 0%
Other Income 2,158,320 - 2,158,320 961,192 (1,197,127) (56 %)
Total income 59,293,320 - 59,293,320 | 58,047,464 (1,252,449) 2%
Costs & Expenses -
Plucking 21,000,000 - 21,000,000 | 21,886,737 (886,737) (4%)
Fertilizer 4,054,668 - 4,054,668 5,886,747 (1,832,079) (45%)
Weeding 1,635,852 - 1,635,852 1,352,768 283,084 17%
Costs-Nursery Unit 874,575 - 874,575 747,407 127,168 14%
Pruning 865,872 - 865,872 1,039,692 (173,820) (20%)
Staff Costs 16,304,507 - 16,304,507 | 14,074,701 2,229,806 14%
General Overheads 1,474,400 - 1,474,400 1,219,610 254,790 17%
Repairs & Maintenance 1,124,500 - 1,286,500 669,292 455,208 40%
Vehicle Expenses 2,836,000 2,836,000 3,449,889 (613,889) 1(22%)
Administration Expenses 6,551,050 - 6,551,050 5,777,248 773,802 12%
Totals- Costs & Expenses 56,721,424 56,721,424 | 56,104,091 617,333 0.00
Surplus for the period » 2,571,896 2,571,896 1,943,370 (628,526) (21.73%)
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XVESTATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE 2022

e

vene A Ksh B Xx
~Other Income —A(L197,127) | (56%) | The farm had propagated a new clone of tea- Unilever 225. -

However the targeted farmers are not receptive to this new
variety and ordinarily demand the old clonal material ie-k-9/8 ,
S 15/10, Tn 14/3 leading to low uptake of the new variety.
Fertilizer 5 (1,832,079) (45%) | Fertilizer had been budgeted at Ksh. 2,450 per 50kg bag. We
however bought the second batch of Fertilzer — 936 bags at
Ksh,5,250. This was ksh. 2,800 per bag over and above what

had been budgeted.

Weeding 283,084 17 % | Extensive use of herbicides and less of manual weeding led to
this positive variance.

Costs-Nursery Unit 127,168 14% | Propagation of seedlings scaled down as the sales from the
nursery unit was subdued.

Pruning (173,820) (20 %) | High cost related to high fuel costs as pruning is fully
mechanized.

Staff Costs 2,229,809 14 % | Some employees left service and were yet to be replaced due to
natural attrition

General Overheads 254,790 17 % | Depreciation provision factored in budget as budget is cash

. - | basis. Attachment allowance not paid to students.

Repairs & Maintenance 455,208 40% | No major renovations done and no major breakdowns
encountered on the water supply system..

Vehicle Expenses 613,889 (22%) | Factories we delivered green leaf were far off — Evergreen

Tea (Bomet County) and Sasini Tea ( Nyamira County)
coupled with the dramatic rise in fuel prices pushed the cost of
fuel high leading high vehicle expenses.
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NOTES TO THE FINANCIAL STATEMENTS
1. General Information
Kabianga Tea Farm is established by and derives its authority and accountability from the
Kericho County Kabianga Tea Farm Act, 2021. The Company is wholly owned by the County
Government of Kericho,and is domiciled in Kenya. The Company’s principal activity is
harvesting of green leaf tea.
For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement
of financial position and the profit and loss account by the statement of profit or loss and other

comprehensive income in these financial statements.

2. Statement of Compliance and Basis of Preparation

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 instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with International Financial Reporting Standards (IFRS) allows the use of estimates
énd assumptions. It also requires management to exerciée judgement in the process of applying*
the Company’s accounting policies. The financial statements have been prepared and presented in
Kenya Shillings, which is the functional and reporting currency of the Company.

The financial statements have been prepared in accordance with the PFM Act and International
Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently

applied to all the year presented.
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— NOTES TO THE FINANCIAL STATEMENTS (Continued) = _
3. Application of New and Revised International Financial Reporting Standards (IFRS)

i.  New and amended standards and interpretations in issue effective in the year ended 30 June 2022.

( -Financial
Instruments:
Recognition and

Measurement

igDescription
[1AS 39

outlines the requirements for the recognition and measurement of

"Financial Instruments: Recognition and Measurement”

financial assets, financial liabilities, and some contracts to buy or sell
non-financial items. Financial instruments are initially recognized
when an Company becomes a party to the contractual provisions of the
instrument and are classified into various categories depending upon
the type of instrument, which then determines the subsequent
measurement of the instrument (typ'ic;lly amortized cost or fair value).

Special rules apply to embedded derivatives and hedging instruments.

Effectiye

The amendments are effective for .
annual periods beginning on or after
January 1, 2020. Earlier application is

permitted.

IFRS 4- Insurance
Contracts (Superseded)

IFRS 4 "Insurance Contracts" applies, with limited exceptions, to all
insurance contracts (including reinsurance contracts) that an Company
issues and to reinsurance contracts that it holds. In light of the IASB's
comprehensive project on insurance contracts, the standard provides a
temporary exemption from the requirements of some other IFRSs,
including the requirement to consider IAS 8 "Accounting Policies,
Changes in Accounting Estimates and Errors" when selecting

accounting policies for insurance contracts.

11
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IF RS - Financial

Instrument Disclosures

IFRS 7 "Financial Instruments: Disclosures" requires disclosure of

Jescription

information about the significance of financial instruments to an
Company, and the nature and extent of risks arising from those
financial instruments, both in qualitative and quantitative terms.
Specific disclosures are required in relation to transferred financial

assets and a number of other matters.

i ivF‘_ié,.t ctiverbate

The amendments are effective for
annual periods beginning on or after
January 1, 2020. Earlier application is

permitted.

IFRS 16- Leases

IFRS 16 specifies how to recognize, measure, present and disclose
leases. The standard provides a single lessee accounting model,
requiring the recognition of assets and liabilities for all leases, unless
the lease term is 12 months or less or the underlying asset has a low
value. Lessor accounting however remains largely unchanged from
IAS 17 and the distinction between operating and finance leases is

retained.

The amendments are effective for
annual periods beginning on or after

January 1, 2020. Earlier application is

' permitted.

The Directors have assessed the applicable standards and a

mendments. Based on their assessment of impact of application of the

above, they do not expect that there will be a significant impact on the company's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 Application of New and Revised International Financial Reporting Standards (IFRS)

ii. New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2022.

Financial Statements

“Description

JIAS 1 "Presentation of Financial Statements" sets out the overall '

requirements for financial statements, including how they should be
structured, the minimum requirements for their content and overriding
concepts such as going concern, the accrual basis of accounting and
the current/non-current distinction. The standard requires a complete
set of financial statements to comprise a statement of ﬁﬁancial
position, a statement of profit or loss and other comprehensive
income, a statement of changes in equity and a statement of cash

flows.

The amendments are effective for

annual periods beginning on or after
January 1, 2023. Earlier application is

permitted.

IAS 12 — Income Taxes

IAS 12, "Income Taxes" implements a so-called 'comprehensive
balance sheet method' of accounting for income taxes which
recognizes both the current tax consequences of transactions and
events and the future tax consequences of the future recovery or
settlement of the carrying amount of an Company's assets and
liabilities. Differences between the carrying amount and tax base of
assets and liabilities, and carried forward tax losses and credits, are
recognized, with limited exceptions, as deferred tax liabilities or
deferred tax assets, with the latter also being subject to a 'probable

profits' test.

Earlier application is permitted. The
amendments are effective for annual
reporting periods beginning on or after
January 1, 2023. Early adoption is

permitted.
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Y

and Equipment

Description

1 — Property, Plant |

IAS 16 "Property, Plant and Equipment" outlines the accounting
treatment for most types of property, plant and equipment. Property,
plant and equipment is initially measured at its cost, subseqhently
measured either using a cost or revaluation model, and depreciated so
that its depreciable amount is allocated on a systematic basis over its

useful life.

RifectiveiDate

The amendments are effective for
annual periods beginning on or after
January 1, 2022. Early application is

permitted.

IAS 37

Contingent Liabilities and

— Provisions,

Contingent Assets

TAS 37 "Provisions, Contingent Liabilities and Contingent Assets"
outlines the accounting for provisions (liabilities of uncertain timing
or amount), together with contingent assets (possible assets) and
contingent liabilities (possible obligations and present obligations that

are not probable or not reliably measurable).

The amendments are effective for
annual periods beginning on or after
January 1, 2022. Early application is

permitted.

IAS 41 — Agriculture

TAS 41 "Agriculture” sets out the accounting for agricultural activity —
the transformation of biological assets (living plants and animals) into
agricultural produce (harvested product of the Company's biological
assets). The standard generally requires biological assets to be

measured at fair value less costs to sell.

The amendments are effective for
annual periods beginning on or after
January 1, 2022. Early application is

permitted.

IFRS 1 First-time

Adoption of Internatignal

Financial Reporting

Standards

[FRS 1 "First-time Adoption of International Financial Reporting
Standards" sets out the procedures that an Company must follow when
it adopts IFRS for the first time as the basis for preparing its general
purpose financial statements. The IFRS grants limited exemptions
from the general requirement to comply with each IFRS effective at

the end of its first IFRS reporting period.

The amendments are effective for
annual periods beginning on or after
January 1, 2022. Early application is

permitted.
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S R e

IFRS 3

i

Business

Dacorinfinn,
1ICSCEIPHON

acquirer obtains control of a business (e.g. an acquisition or merger).

Such business combinations are accounted for using the 'acquisition

IFRS 3 "Business Combinations" outlines the accounting when an

The amendments are effective for

annual periods beginning on or after

January 1, 2022. Early application is

method’, which generally requires assets acquired and liabilities

assumed to be measured at their fair values at the acquisition date.

permitted if an Company also applies all |
other updated references (published
together with the updated Conceptual

Framework) at the same time or earlier.

Combinations
IFRS 17 — Insurance
Contracts

IFRS 17 establishes the principles for the recognition, measurement,
presentation and disclosure of insurance contracts within the scope of
the standard. The objective of IFRS 17 is to ensure that an Company
provides relevant information that faithfully represents those contracts.
This information gives a basis for users of financial statements to
assess the effect that insurance contracts have on the Company's

financial position, financial performance and cash flows.

The IASB tentatively decided to defer
the effective date of IFRS 17, Insurance
Contracts to annual periods beginning
on or after January 1, 2022. [The IASB
has also published 'Extension of the
Temporary Exemption from Applying
IFRS 9 (Amendments to IFRS 4)' to
defer the fixed expiry date of the
amendment also to annual periods

beginning on or after January 1, 2023.]

The Directors do not plan to apply any of the above until they become effective. Based on their assessment of the potential impact of

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

iii.  Early adoption of standards

The Company did not early — adopt any new or amended standards in year 2021/2022
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NOTES TO THE FINANCIAL STATEMENTS (Continues)

4. Summary of Significant Accounting Policies

bl

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

out below:

a) Revenue recognition

Revenue is measured based on the consideration to which the Company expects to be entitled

in a contract with a customer and excludes amounts collected on behalf of third parties. The

Company recognizes revenue when it transfers control of a product or service to a customer.

iii)

vi)

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

Grants from National Government are recognised in the year in which the Company
actually receives such grants. Recurrent grants are recognized in the statement of
comprehensive income. Development/capital grants are recognized in the statement of
financial position and realised in the statement of comprehensive income over the useful
life of the assets that has been acquired using such funds.

Finance income comprises interest receivable from bank deposits and investment in
securities, and is recognised in profit or loss on a time proportion basis using the
effective interest rate method.

Dividend income is recognised in the income statement in the year in which the right to
receive the payment is established.

Rental income is recognised in the income statement as it accrues using the effective
interest implicit in lease agreements.

Other income is recognised as it accrues.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

b) In-kind contributions

d)

In-kind contributions are donations 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 br personnel services. Where the financial value received for in-kind contributions
can be reliably determined, the Company includes such value in the statement of
comprehensive income both as revenue and as an expense in equal and opposite amounts;
otherwise, khe contribution is not recorded.

Property, plant and equipment

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

Certain categories of property, plant and equipment are subsequently carried at re-valued
amounts, being their fair value at the date of re-valuation less any subsequent accumulated
depreciatidn and impairment losses. Where re-measurement at re-valued amounts is desired,
all items in an asset category are re-valued through periodic valuations carried out by

independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the carrying amount of the
same asset are charged against the revaluation reserve account; all other decreases are charged
to profit o‘r loss in the income statement. Gains and losses on disposal of items of property,
plant and equipment are determined by comparing the proceeds from the disposal with the net

carrying aTnount of the items, and are recognised in profit or loss in the income statement.

Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress

relates mainly to the cots of ongoing but incomplete works on buildings and other civil works
“and installations. i

Depreciation on property, plant and equipment is recognised in the income statement on a

straight-liﬁe basis to write down the cost of each asset or the re-valued amount to its residual

value over its estimated useful life. The annual rates in use are:
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Freehold Land Nil

Buildings and civil works 20 years or the unexpired lease period
Plant and machinery 10 years

Motor vehicles, including motor cycles 4 years

Computers and related equipment 4 years

Office equipment, furniture and fittings 8 years

A full year’s depreciation charge is recognised both in the year of asset purchase and 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
impairment loss is recognised so that the asset is written down immediately to its estimated
recoverable amount.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized on
a straight-line basis over their estimated useful lives . The estimated useful life and
amortization method are reviewed at the end of each reporting period, with the effect of any
changes in estimate being accounted for on a prospective basis. [ntangible assets with
indefinite useful lives that are acquired separately are carried at cost less accumulated
impairment losses.

Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated useful life of the
intangible asset. All intangible assets are reviewed annually for impairment. Where the
carrying amount of an intangible asset is assessed as greater than its estimated recoverable
amount, an impairment loss is recognised so that the asset is written down immediately to its

estimated recoverable amount.
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NOTES TO THE

FINANCIAL STATEMENTS (Continued)

g) Investment property

[nvestmentl property, which is property held to earn rentals and/or for capital appreciation
(including property under construction for such purposes), is measured initially at cost,
including transaction costs. Subsequent to initial recognition, investment property is measured
at fair valu‘e. Gains or losses arising from changes in the fair value of investment property are
included in profit or loss in the period in which they arise. An investment property is
derecognide upon disposal or when the investment property is permanently withdrawn from
use and no future economic benefits are expected from the disposal. Any gain or loss arising
on derecognition of the property (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in profit or loss in the period in

which the property is derecognized.

h) Right of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liability,
lease payments made at or before the commencement day, less any lease incentives received
and any initial direct costs. They are subsequently measured at cost less accumulated
depreciation and impairment losses. Whenever the Company incurs an obligation for costs
to dism:{ntle and remove a leased asset, restore the site on which it is located or restore the
underlying asset to the condition required by the terms and conditions of the lease, a
provision is recognized and measured under IAS 37. To the extent that the costs relate to a
right-ofﬂxse asset, the costs are included in the related right-of-use asset, unless those costs
are incurred to produce inventories. Right-of-use assets are depreciated over the shorter
period qf lease term and useful life of the underlying asset. If a lease transfers ownership of
the undérlying asset or the cost of the right-of-use asset reflects that the Company expects too
exercise a purchase option, the reiated right-of-use asset is depreciated over the useful life
of the underlying asset. The depreciation starts at the commencement date of the lease. The
right-of-use assets are presented as a separate line in the consolidated statement of financial

position.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

i)

)

k)

D

Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of
earning interest income upon the bond’s disposal or maturity. Fixed interest investments are
freely traded at the Nairobi Securities Exchange. The bonds are measured at fair value

through profit or loss.

Quoted investments
Quoted investments are classified as non-current assets and comprise marketable securities
traded freely at the Nairobi Securities Exchange or ‘other. regional and international

securities exchanges. Quoted investments are stated at fair value.

Unquoted investments

Unquoted investments stated at cost under non-current assets, and comprise equity shares
held in other Government owned or controlled entities that are not quoted in the Securities
Exchange. 4

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the inventories to their present location and condition. Cost is
calculated using the weighted average cost method. Net realizable value represents the
estimated selling price less all estimated costs of completion and costs to be incurred in

marketing, selling and distribution.

m) Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any
uncollectible amounts. These are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end. Bad debts are written off after all efforts at recovery have been exhausted.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

n) Taxation

Current income tax

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

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or sgbstantively enacted, at the

reporting date in the area where the Company operates and generates taxable income.

ManageHFent periodically evaluates positions taken in the tax returns with respect to
SItuatlons in which applicable tax regulations are sub_|ect to mterpretatlon and establishes
provnslo+s where appropriate.

Deferrcc* tax

Deferred tax is provided using the liability method on temporary differences between the tax
bases of Lsets and liabilities and their carrying amounts for financial reporting purposes at

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future. Deferred tax assets are recogmzed for all deductible
temporary dlfferences the carry forward of unused tax credits and any unused tax losses.
Deferred tax assets are recognized to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry forward of

unused tax credits and unused tax losses can be utilized, except in respect of deductible
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

temporary differences associated with investments in controlled entities, associates and
interests in joint ventures, deferred tax assets are recognized only to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable

profit will be available against which the temporary differences can be utilized.

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 deferred tax asset to be utilized. Unrecognized deferred tax assets
are re-assessed at each reporting date and are recognized to the extent that it has become
probable that future taxable profits will allow the deferred tax asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates (and tax |

laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets against current income tax
liabilities and the deferred taxes relate to the same taxable Company and the same taxation
authority.
p) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or sale. To the extent that variable
rate borrowings are used to finance a qualifying asset and are hedged in an effective cash
flow hedge of interest rate risk, the effective pc;rtion of the derivative is recognized in other
comprehensive income and reclassified to profit or loss when the qualifying asset impacts
profit or loss. To the extent that fixed rate borrowings are used to finance a qualifying asset

and are hedged in an effective fair value hedge of interest rate risk, the capitalized
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

borrowing costs reflect the hedged interest rate. Investment income earned on the
temporary investment of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for capitalization. All other borrowing

costs are recognized in profit or loss in the period in which they are incurred.

q) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and ﬁighly 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 in value. Bank account balances-include amounts held at the Central Bank of
Kenya ar*d at various Commercial Banks at the end of the reporting period. For the purposes
of these financial statements, cash and césh equivalents also include short term cash
imprests and advances to authorised public officers and/or institutions which were not
surrende+ed or accounted for at the end of the financial year.

Borrowings

Interest bearing loans and overdrafts are initialfy recorded at fair value being received, net
of issue (‘:osts associated with the borrowing. Subsequently, these are measured at amortised
cost usirig the effective interest rate method. Amortised cost is calculated by taking into
account any issue cost and any discount or premium on settlement. Finance charges,
includinf premiums payable of settlement or redemption are accounted for on accrual basis

and are added to the carrying amount of the instrument to the extent that they are not settled

in the period in which they arise. Loan interest accruing during the construction of a project
is capitjised as part of the cost of the project.

Trade and other payables

Trade ad}d other payables are non-interest bearing and are carried at amortised cost, which is
measuréd at the fair value of contractual value of the consideration to be paid in future in
respect of goods and services supplied, whether billed to the Company or not, less any
payments made to the suppliers.
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t)

Retirement benefit obligations

The Company operates a defined contribution scheme for all full-time employees from
November 1, 2017. The scheme is administered by LAPFUND 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 time and is currently at
6% of the employees earnings for both the employees and the employer capped at gross
earnings of Ksh. 18,000.00 per employee per month.

Provision for staff léave pay

Employees’ entitlements to annual leave are recognised as they accrue at the employees. At
provision is made for the estimated liability for annual leave at the reporting date.

Exchange rate differences _

The accounting records are maintained in the functional currency of the primary economic
environmént in which the Company operates, Kenya Shillings. Transactions in foreign
currencies during the year/period are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or valuation where items are re-
measured. Any foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and

liabilities denominated in foreign currencies are recognised in profit or loss.

Budget information

The original budget for FY 2020-2021 was approved by the board on 31st July 2020.

The Company’s budget is ptepared on a different basis to the actual income and expénditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial

statements were recast from the accrual basis to the cash basis and reclassified by
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presentatif)n to be on the same basis as the approved budget. A comparison of budget and
actual amounts, prepared on a comparable basis to the approved budget, is then presented in

|
the statefnent of comparison of budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for differences
in the formats and classification schemes adopted for the presentation of the financial
statements and the approved budget.

i) Service concession arrangements

The Company analyses all aspects of service concession arrangements that it enters into in
determining the appropriate acéounting treatment and disclosure requirements. [n particular, where
a private party contributes an asset to the arrangement, the Company recognizes that asset when,
and only whenL it controls or regulates the services the operator must provide together with the
asset, to whom1 it must provide them, and at what price. In the case of assets other than ’whgle-of-
life’ assets, it éonfrols, through oWnership, beneficial entitlement or otherwise — any significant
residual interest in "the asset at the end of the arrangement. Any assets so recognized are measured

at their fair value. To the extent that an asset has been recognized, the Company also recognizes a

corresponding liability, adjusted by a cash consideration paid or received.

i) Comparativefﬁgures
Where necessary comparative figures for the previous financial year have been amended or
reconﬁgure%i to conform to the required changes in presentation.

iii ) Subsequent évents ¥ -
There have lbeen no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 2021.
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Company'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 estimates could
result in outcomes that require a material adjustment to the carrying amount of the asset or

liability affected in future periods.

a) Estimates and assumptions _

Thc; key assumptions concerning the future and other key sp_urces' of estimation uncertainty at
the éeporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The
Company based its assumptions and estimates on parameters available when the financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control

of the Company. Such changes are reflected in the assumptions when they occur.
b) 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:
e The condition of the asset based on the assessment of experts employed by the Company

e The nature of the asset, its susceptibility and adaptability to changes in technology and

processes
e The nature of the processes in which the asset is deployed <

e Availability of funding to replace the assets
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¢)| Provisions

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

Provisions are metured 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.

6. Revenue — Creen Leaf

Volume of Green leaf

/IKShs

Williamson Tea 180,995
Kapchebet Tea 86,385
Unilever Tea Plc 36,085

Evergreen Tea Factory 901,376.00 1,634,122.75
Kipkebe' Itd (Sasini) l,280,230.0Q

Total Volume (Kgs) 2,181,606.00 1,937,587.75
Revenues

Evergreen Factory

23.713.332.95

38,724,384.00

Kaisugu Limited* 195,813.00 87,667.00
Kipkebe Ltd (Sasini) 33.177.126.25

Williamson Tea 5,230,755.50
Kapchebet Tea 1,580,116.80
Unilever Tea Plc 1,769,832.90
Total Gross Sales of Green Leaf Tea(Ksh) 57,086,272.20 47,392,756.50

|

e * Revenues from Kaisugu Limited arose from Duka Moja farm (KEWASCO site)

where warer works is being undertaken. The crop at the site covers approximately 2.5

acres and is yet to be uprooted for the development of infrastructure at the site.

Kaisugu limited is managing all farm operations till the crop is uprooted for

developﬁent of the site. Only net income is recognized.
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7. (a) Cost of Sales

NShS

202072021

[SShS'

Plucking 21,886,737.00 19,450,044.00
Fertilizer 5,886,747.00 2,334,754.35
Weeding 1,352,768.50 1,218,173.50
Nursery Unit 747,407.70 202,300.00
Pruning 1,039,692.00 746,218.00
Transport Costs 2,541,671.75 1,956,776.90
Total 33,455,023.95 25,908,265.75

(b) Cost of sales has been re-stated as tabulated below

Plucking 19,450,044.00 19,450,044.00
Fertilizer 2,334,754.35 2,334,754.35
Weeding 1,218,173.50 1,218,173.50
Nursery Unit 202,300.00 202,300.00
Pruning 746,218.00 746,218.00
Maintenance — Leaf Trucks 432,395
Fuel - Leaf Trucks 1,524,381
Total 25,908,265.75 23,951,489
. Other Income
Water - 3,500.00
Rent 166,000.00 163,500.00
Tea Plants(Nursery) 470,056.00 201,750.00
Tree Plants(Nursery) 297,333.00 286,895.00
Mature Trees 1,419,500.00
Other miscellaneous receipts 22,952.80 56,296.25
Total 956,341.80 2,131,441.25
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9. (a) A(ﬁministr.ation Costs

Directors’ emoluments 2,626,640.00 2,184,010.00
Electricity and water 395,727.00 423,189.80
Communication services and supplies 195,240.00 173,097.00
Transportation, travelling and subsistence 1,185,435.50 494,246.80
Adpvertising, printing, stationery and 138,232.00 186,574.00
photocopying

Training expenses - 1,370,150.00
Hospitality supplies and services 508,137.00 253,857.00
Insurance costs 874,968.70 288,060.00
Bank charges and commissions 56,024.10 44.,415.00
Office and general supplies and services 199,180.00 279,821.90
Auditors’ remuneration 105,000.00 125,000.00
Consultancy fees - -
Licenses and permits 47,800.00 86,134.00
Repairs and maintenance }_ 1,022,374.50 764,799.00 |
Provision for bad and doubtful debts - :
Depreciation 190,251.30 1,413,538.80
Amortization - 175,000.00
Other operating expenses 1,029,359.00 690,006.00
Total 8,574,369.10 8,951,899.30
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9 (a) Administration Costs ( Continued)

Re-statement of Administration Costs

Directors’ emoluments 2,184,010.00 2,184,010.00
Electricity and water 423,189.80 423,189.80
Communication services and supplies 173,097.00 173,097.00
Transportation, travelling and subsistence 494,246.80 232,960.00
Advertising, printing, stationery and 186,574.00 © 186,574.00
photocopying :

Fuel 1,785,668.70
Training expenses 1,370,150 1,370,150.00
Hospitality supplies and services 253,857 © 253,857.00
Insurance costs 288,060 - 288,060.00
Bank charges and commissions 44,415 .44,415.00
Office and general supplies and services 279,821 279,821.90
Auditors’ remuneration 125,000 125,000.00
Consultancy fees

Licenses and permits 86,134 86,134.00
Repairs and maintenance 764,799 1,197,194.00
Provision for bad and doubtful debts .
Depreciation 1,413,538.80 1,413,538.80
Amortization 175,000.00 175,000.00
Other operating expenses 690,006.00 690,006.00
Sub Total 8,951,899.30 10,908,676.20
Maintenance - Leaf Trucks 432,395

Fuel - Leaf Trucks 1,524,381 ]

Sub Total — Direct Costs 1,956,776

Totals 10,908,676.20 10,908,676.20
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9() St

"iff Costs

2020/2024:

Téah'
Kshs

Salaries and allowances of permanent employees 7,888,562.00 8,438,244.00
Wages of temporary employees 3,020,395.70 3,170,274.10
Medical insurance schemes - -
Employer’s contributions to nnational social 1,652,634.00 1,555,145.00
security schemes

Employer’s contributions to pension scheme 1,020,100.00 1,054,046.00
Leave pay 425,135.50 413,621.50
Staff welfare 67,874.00 86,700.00
Total 14,074,701.20 14,718,030.75
The average number of employees at the end of

the year wis:

Permanent employees — Management 6 5
Permanent employees — Unionisable 65 74
Temporary|and contracted employees 361 415

Total 432 494

|
10. Operating profit/ (loss)

20202021

Kshs

The operating profit/(loss) is arrived at after
charging/(crediting):
Staff costs (note 9 b) 14,074,701.20 14,718,030.75
Depreciation of property, plant and equipment 190,251.30 1,413,539.00
Amortisation of intangible assets - 175,000.00
Provision for bad and doubtful debts = -
Directors’ emoluments — fees 2,228,000.00 1,940,500.00
- other 398,640.00 243,510.00
Auditors’ remuneration - current year fees 105,000.00 125,000.00
1 - prior year under-provision - .
Rent receivable (166,000.00) (163,500.00)
Total 16,830,592.50 18,452,079.75
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11.Income Tax Expense/(Credit)

(a) Current taxation

Current taxation based on the adjusted
profit for the year at 30%

ANSIS

389,838.30

S

0

135,320.0

Current tax: prior year under/(over)
provision

Current year deferred tax charge

Prior year under-provision for deferred tax

Total

389,838.30

135,320.00

(b) * Reconciliation of tax expense/ (credit) to the expected tax based on accounting

profit

SIS

Profit bfore taxation 1,943,370.70 (48,574.28)
Tax at the applicable tax rate of 30% 583,011.20 (14,572.28)
Current tax - -

Prior year under-provision - -

Tax effects of expenses not deductible for (3,081.30) 14,691.60
tax purposes

Tax effects of income not taxable - =

Tax effects of excess capital allowances (190,091.65) 135,200.70

over depreciation/amortization

Deferred tax prior year over-provision - =

Total 389,838.30 135,320.00
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12. Earnings Per Share

The eaming;i‘ per share is calculated by dividing the profit after tax of Kshs.(183,894.30)
(2020/21) and ksh. 1,553,532.45 ( 2021/22) by the average number of ordinary shares in issue
during the y‘far of 5,000 (2020-2021: 5,000). There were not dilutive or potentially dilutive

ordinary share as at the reporting date.

13.Dividends. ;
1

During the course of the Year the farm remitted Ksh. 2 millon to the County Government of
Kericho as Dividends. Any Excess/ deficit on remitted dividends against actual surplus

ascertained after closing of the books is charged/credited to revenue reserves.
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14. Property, Plant and Equipment

COST OR VALUATION 44,760,000 37,540,000 | 26,638,934 4,760,098 21,235,309 708,354 651,037 | 136,293,733
AtJuly 1, 2021

Additions s 28,500 - 28,500
Transfers

Disposals

At June 30, 2022 44,760,000 37,540,000 | 26,638,934 4,760,098 21,235,309 736,854 651,037 | 136,322,233
DEPRECIATION . i '

At July 1,2021 26,611,842 4,587,598 21,135,309 662,354 350,460 53,447,563
Charge for the year ’ 22,322 39,660 - 53,125 75,145 190,252

Impairment loss

Eliminated on disposal

=
At June 30,2022 26,634,164 4,627,258 21,235,309 715,479 425,605 53,637,815
NET BOOK VALUE At June 30, 2021 44,760,000 37,540,000 4,771 132,840 . 21,375 225,432 82,684,418
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14 Property, Plant and Equipment

B10o10gical

ASSEtls

Buildings

Notor

-iuv'i{i_k,df]u;j«:

Nnotor

TUrnii

T land WOLKS ery CY.CIES cquIpImen GRS TITHITES

COST OR VALUATION 44,760,000 37,540,000 | 26,638,934 4,760,098 21,235,309 708,354 65 1037 136,293,733
At July 1, 2020

Additions

Transfers

Disposals

At June 30,2021 44,760,000 37,540,000 | 26,638,934 4,760,098 21,235,309 708,354 651,037 | 136,293,733
DEPRECIATION

AtJuly 1, 2020 26,589,520 4,547,938 20,004,896 616,354 275,315 52,034,023
Charge for the year 22,322 39,660 -1,230,413 46,000 75,145 1,413,539
Impairment loss : :

Eliminated on disposal

At June 30, 2021 26,611,842 4,587,598 21,235,309 662,354 350,460 53,447,562
NET BOOK VALUE At June 30, 2021 44,760,000 37,540,000 27,092 172,500 . 46,000 300,577 82,846,164
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Valuation

Land and buildings were valued by Kinyua Koech Limited, Registered valuers on the basis of open
market valuation on 5 July 2000. These amounts were adopted on 5™ July 2000. The revaluation

surplus was credited to revaluation reserve.

Property plant and Equipment includes the following assets that are fully depreciated:

Buildings 26,192,500.00 1,309,625.00
Plant and machinery 4,363,498.00 436,350.00
Motor vehicles, including motor cycles 21,235,309.00 5,308,827.00
Computers and related equipment 708,354.00 | 177,088.00
Office equipment, furniture and fittings 49,880.35 | 6,235.00
Total 52,549,541.35 7,238,125.00
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15. Intangible Assets

2020/2021

IZeh
SIS

COST |
AtJulyl | 700,000.00 | 700,000.00
Additions - -

Disposals . -
At June 30 700,000.00 | 700,000.00

AMORTISATION
At July 1 : 700,000.00 | 525,000.00

Charge for the year ‘ - 175,000.00
Disposals :

Impairment loss
At June 30 700,000.00 | 700,000.00

NET BOOK VALUE
At June 30 ' L , 5 -

116. Inventorief |

Fertilizer 441,000.00 -
Nurseries 726,165.00 983,025.00
Total 1,167,165.00 983,025.00
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17. (a) Trade and Other Receivables

Trade receivables (note 17 (b)) 5,274,462 5,667,910
Staff receivables (note 17 (c)) 418,907 415,825
Kipkelion Coffee Farm - 281,431
Other receivables 574,005 574,005
Gross trade and other receivables 6,267,375 6,939,171
Provision for bad and doubtful receivable (2,089,886) (2,089,886)
Net trade and other receivables 4,177,489 4,849,285
Amounts due after one year (17 (c)) - (11,043) (19,043)
Amounts Due Within one year 4,166,446 4,830,242

17 (b) Trade Receivables

Y= Tiekt
2,020/2021

KShS

5,667,910

Gross trade receivables 5,274,462
Provision for doubtful receivables (1,279,610) (1,279,610)
Net trade receivables 3,994,852 4,388,300

At June 30, the ageing analysis of the gross trade receivables was as follows:

Less than 30 days 2,730,074 4,308,603
Between 30 and 60 days 46,000 -

Between 61 and 90 days - 11,500
Between 91 and 120 days 11,000 11,500
Over 120 days 2,487,388 1,336,306
Total 5,274,462 5,667,910
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Reconciliation of Impairment Allowance for Trade Receivables

kD escription

At the beginning of the year 1,279,610 1,188,209
Additional provisions during the year 91,401
Recovered during the year -
Written off during the year :
At the end of the year 1,279,610 1,279,610

17 (¢ ) Staff Receivables

Gross staff loans and advances 418,907 415,825
Other Receivables 574,005 574,005
Gross Staff & Other Receivables 992,912 989,830
Provision for impairment loss \ (810,276) (810,276)
Net staff loans/Advances 182,636 179,554
Less: Amounts due within one year (171,593) (160,511)
Amounts due after one year 11,043 19,043

' 17 (d) Reconciliation of Impairment Allowance for Staff Receivables

Descra) DI10N

2019-2020.

KShS l'ShS.
At the beginning of the year 810,276 901,677
Additional provisions during the year (91,401)
Recovered during the year :
Written off during the year | -
At the end of the year 810,276 810,276
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18. Tax Recoverable

At beginning of the year 531,680 389,115
Income tax charge for the year (note 11 (b)) (389,838) (135,320)
Under/(over) provision in prior year/s

Income tax paid during the year 375,485 277,885
At end of the year 517,327 531,680

19.Bank and Cash Balances.

Cash at bank ‘ 601,215.49 1,691,518.83

Cash in hand ' 14,484.80 32,028.00
Totals ) : 615,699.50 1,723,546.83

The bulk of cash was held at cooperative bank of Kenya Ltd — the Company’s main bankers.

Detailed analysis of the cash and cash equivalents

a) Current accounts
KCB Bank Ltd 1118952898 5,846.00 5,608.00
Cooperative Bank 01136053920600 595,369.49 1,685,910.83
Sub- total 601,215.49 1,691,518.83
b) Others(specify)
Cash in transit
Cash in hand s 14,484.00 32,028.35
Sub- total 14,484.00 32,068.35
Grand total 615,700.49 1,723,547.48
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20.Ordinary Share Capital

5019/2020.

KShS

Authorized:

5,000 ordinary shares of KShs 20 par value each 100,000.00 100,000.00
Issued and fully paid:

5,000 ordinary shares of KShs 20 par value each 100,000.00 100,000.00

21. Revaluaticln Reserve

The revaluation reserve relates to thé revaluation of certain items of property, plant and
equipment. As indicated in the Statement of Changes in Equity, this is stated after transfer of
excess depri;iation net of related deferred tax to retained earnings. Revaluation surpluses are
not distributable.

22. Fair Valué Adjustment Reserve

The fair \+alue adjustment reserve arises on the revaluation of available-for-sale financial
assets, principally the marketable securities. When a financial asset is sold, the portion of the
reserve that relates to that asset is reduced from the fair value adjustment reserve and is
recognised in profit or loss. Where a financial asset is impaired, the portion of the reserve that
relates to that asset is recognised in profit or loss.

23. Retained Ehrnings

The retaij\ed earnings represent amounts available for distribution to the Company’s
shareholders. Undistributed retained earnings are utilised to finance the Company’s business

activities.
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24. Trade & Other Payables.

Trade payables 1,387,883.20 545,618.10
Accrued expenses 296,699.50 |  496,044.10
Other payables(Payroll) 2313532.15 2,669,885.86

3,982,015.45 | 3,711,547.86

25. Retirement Benefit Obligations

The company operates a defined contribution scheme for all permanent employees from
November 1 , 2017. The scheme is administered by LAPFUND and is funded by contributions
form both the company and the employee. The Employers contribution is 15% whereas the
employees contribution is 7.5 %. The Company also contributes to the statutory National
Social Security Fund (NSSF). This is a defined contribution scheme registered under the
Nationél Social Security Act. The Company’s obligation under the scheme is limited to specific
contributions legislated from time to time and is currently at 6% of the employees earnings
capped at a maximum of Ksh. 18,000.00 per month. Employer contributions are recognized as
expenses in the statement of financial performance within the period they are incurred

26. Provisions.

Balance at beginning of the year | 217,547 268,575
Additional provision at end of year (86,671) (51,026)
Leave paid out or utilized during the year

-
<

Balance at end of the year 130,876.67 217,547

Provision for annual leave pay is based on services rendered by full-time employees up to the end of
the year.
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27. Notes to The Statement of Cash Flows

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

Profit or (loss) before tax 1,943,370.70 (48,574.28)
Depreciation 190,251.30 | 1,413,539.00
Amortisation - 175,000.00
(Gain)/lojs on disposal of property, plant and = -
equipment

Operating profit/(loss) before working capital changes | 2,133,622.00 | 1,539,964.72
(Increase)/decrease 'in inventories (184,140.00) |  (413,403)
(Increase)/decrease in trade and other receivables 671,796.00 | (488,569.14)
Increase/(decrease) in trade and other payables 346,567.00 | (215,422.48)
Increase/(decrease) in retirement benefit obligations

Increase/(decrease) in provision for staff leave pay (86,671.00) (51,028.00)
Cash generated from/(used in) operations 2,881,174.00 371,542.10
(b) Analysis of cash and cash equivalents

Short term deposits

Cash at bank 601,21549 | 1,691,518.83
Cash in hand 14,484.85 32,028.35
Balance at end of the year 615,700.34 | 1,723,547.18
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28. Related Party Disclosures

The County Government of Kericho the principal shareholder of the Company, holding 100% of the
Company’s equity interest..
Other related parties include:

i)  The Department of Agriculture, Livestock & Fisheries Development.

ii)  Kipkelion Coffee Farm

iii) Key management

iv) Board of directors

Transactions with related parties

202022021

KSshS

a) Purchases from related parties

Purchases of electricity from KPLC 395,727.00 446,362.00

Training and conference fees paid to govt. agencies 198,000 90,000.00

Total 593,727.00 | 536,362.00

b) Expenses incurred on behalf of related party

Payments of salaries and wages for Kipkelion Coffee 934,005.00 532,435

Farm Employees

Payments for goods and services for Kipkelion Coftee 369,600.00 147,816

farm

Total 1,303,605.00 680,251
c) Key management compensation

Directors’ emoluments 2,626,640.00 | 2,184,010.00

Compensation to key management 2,708,040.00 2,762,780.00

Total 5,334,680.00 | 4,946,790.00
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29. Financial lJisk Management

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

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

ki) CrLdit risk

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

investments.

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statemlnt of financial position are net of allowances for doubtful receivables, estimated by
the compeﬁny’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:
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The customers under the fully performing category are paying their debts as they continue trading.
The credit risk associated with these receivables is minimal and the allowance for uncollectible
amounts that the company has recognised in the financial statements is considered adequate to cover
any potentially irrecoverable amounts.

The board of directors sets the company’s credit policies and objectives and lays down parameters

within which the various aspects of credit risk management are operated.

ii) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Company’s directors, who
have built an appropriate liqu{dity risk management framework for the management of the
Company’s short, medium and long-term funding and liquidity management requirements. The
Company manages liquidity risk through continuous monitoring of forecasts and actual cash

flows.

The table below represents cash ﬂowS payable by the company under non-derivative financial

liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed

in the table are the contractual undiscounted cash flows. Balances due within 12 months equal

their carrying balances, as the impact of discounting is not significant.

At 30 June 2022

Trade payables 30,732.40 1,329,342.80 | 27,808.00 | 1,387,883.20
Total 30,732.40 1,329,342.80 | 27,808.00 | 1,387,883.20
At 30 June 2021

Trade payables 298,619.00 157,730.00 | 231,226.00 | 545,618.00

Total 298,619.00 157,730.00 | 231,226.00 | 545,618.00
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(iii) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the
Company 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 Company’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 respoﬁsible 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 implementﬁtion of those policies.
There has been no change to the Company’s exposure to market risks or the manner in which it
manages and meaﬁures the risk. * |
a) Foreign cilrrency risk
The Company has no transactional currency exposures. Such exposure arises through purchases

of goods anLl services that are done in currencies other than the local currency.

b) Interest rate risk.

Interest rate risk is the risk that the Company’s financial condition may be adversely affected as a
result of changes in interest rate levels. The company’s interest rate risk arises from bank
deposits. This exposes the company to cash flow interest rate risk. The interest rate risk exposure
arises mainly from interest rate movements on the company’s deposits. The company held no

deposits as at the reporting date.
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iv) Capital Risk Management
The objective of the Company’s capital risk management is to safeguard the Board’s ability

to continue as a going concern. The Company capital structure comprises of the following

funds:

A
SIS

Revaluation reserve 78,423,502 78,423,502
Retained earnings 6,449,605 8,481,109
Capital reserve 100,000 100,000
Total funds : 84,973,107 - 87,004,611
Total borrowings g -

Less: cash and bank balances (615,700.) (1,723,547)
Net debt/(excess cash and cash equivalents) 84,357,407 85,281,064
Gearing ‘ :

30. Incorporation

The Company is incorporated in Kenya under the Kenyan Companies Act and is domiciled in

Kenya.

31. Events after The Reporting Period.

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

32. Currency o
The financial statements are presented in Kenya Shillings (Kshs).
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APPENDICES
APPENDIX I: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments

that were provided to the auditor.

The board to engage a

Not
4.1 Lack of Strategic Plan | consultant to drawa 30/06/2022
Resolved

plan

The County

Government of Kericho

Not
4.6 | Valuation of Assets is in the process of : 30/06/2022
‘ Resolved

i undertaking’ valuation

\ for all its property

Name
Chief Executive Oéﬁcer

Signature ....-

..................................
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