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YATTA VINEYARDS LIM

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 30 JUNE 2OT4

The directors submit their report together with the audited financial statements for the year ended 30

June 2014, in accordance with Section 157 of the Kenyan Companies Act, which disclosethe state of
affairs of the Company.

Principal activity

The company's principal activity is that of farming and selling of grapes and fresh farm
produce.

Results

The results for the year are set out on page 6.

Dividends

The directors do not recommend the payment of a dividend in respect of the current year
(2013: Sh. Nil).

4. Directors

The directors who held office during the year are set out on page I

5. Auditors

The Auditor General is responsible for the statutory audit of the company's books of account
in accordance witli section 14 and section 39(i) of the Public Audit Act, 2003 which
empowers the Auditor General to nominate other auditors to carry out the audit on his behalf.

KPMG Kenya, who were appointed by the Auditor General, carried out the audit of the
financial statements for the year ended 30 June 2014.

BY OF THE BOARD

Date: 10 November 2014
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YATTA VTNEYARDS T.IMITED

STATEMENT OF DIRECTORS' RESPONSIBILITTBS

The directors are responsible for the preparation and presentation of the financial statements of Yatta
Vineyards Limited set out on pages 6 to 29 which comprise the statement of financial position at 30
June 2014, the statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

The directors' responsibilities include: determining that the basis of accounting described in Note 2 is
an acceptable basis for preparing and presenting the finar-rcial statements in the circnmstances,
preparation and presentation of financial statements in accordance with International Financial
Reporting Standards and in the manner required by the Kenyan Companies Act and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatements, whether due to fraud or error.

Under the Kenyan Companies Act the directors are required to prepare financial statements for each
financial period which give a true and fair view of the state of uffuii. of the company as at the end of
the financial period and of the operating results of the company for that period. It also requires the
Directors to ensure the company keeps proper accounting records which disclose with reasonable
accuracy the financial position of the company.

The directors accept responsibility for the annual financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent jr-rdgments and estimates,
in conformity with International Financial Reporling Standards and in the manner required by the
Kenyan Companies Act. The directors are of the opinion that the financial statements give a true and
fair view of the state of the financial affairs of the company and of its operating results.

The directors further accept responsibility for the maintenance of accounting records which may be
relied upon in the preparation of financial statements, as wellas adequate systems of internalfinancial
control.

The directors have made an assessment of the company's ability to continue as a going concern and
have no reason to believe the company will not be a going concern for at least the next twelve months
from the date of this statement.

Approval of the separate financial statements

The separate financial statements, as indicated above, were approved by the Board of Directors on
l0 November 2014 and were signed on its behalf by:

Director Director
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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR-GENERAL ON YATTA VINEYARDS LIMITED FOR THE
YEAR ENDED 30 JUNE 2014

REPORT ON THE FINANCIAL STATEMENTS

The accompanying financial statements of Yatta Vineyards Limited set out on pages 6

to 29, which comprise the statement of financial position as at 30 June 2014, and the
statement of profit and loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information have been audited on

my behalf by KPMG Kenya, auditors appointed under Section 39 of the Public Audit
Act, 2003 and in accordance with the provisions of Article 229 of the Constitution of
Kenya. The auditors have duly reported to me the results of their audit and on the basis
of their r6port, lam satisfied'fhat all the informatioh and explanations'which, to the best 'I:

of my knowledge and belief, were necessary for the purpose of the audit were obtained.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statementsrin accordance with,-lnternational Financial Reporting Standatds and for such .r.1

internal control as managemeht determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Sectionl3 of the Public Audit
Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 15(2) of the Public Audit
Act, 2003 and submit the report in compliance with Article 229 (7) of the Constitution of
Kenya. The audit was conducted in accordance with lnternational Standards on

Auditing. Those standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

r'&IE

Prontoltng,lccounlahilily in the l'uhlic Sector



An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's iudoement. includinq the assessment of the risks of material misstatement of
tlB financiai stateniBnts, ,,in"tn"r due""io fraud or 

"rrorl* 
ln making those'*lisk

assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my audit opinion.

Opinion

ln my opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as at 30 June 2014, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Financial
Rep'brting Standards and comply with the Companies Act, Cap 486 of the Laws'6f
Kenya.

Emphasis of Matter

I draw attention to note 19 to the financial statements which provides disclosures on the
going.,.concern basis of the,financial statements of the Company. D.uring the year undel
review, the company made a loss of Kshs.24,457,000 (2013 loss of Kshs.1,520,000)
which brought its accumulated losses to Kshs.44,2O5,OO0 (2013 Kshs.20,763,000) as at
30 June 2014. Further, the statement of financial position as at 30 June 2014 reflects
an increased negative working capital of Kshs.61,864,000 (2013 Kshs.50,666,000). As
reported in the previous year, the future of the Company apparently depends on
financial support from the parent Company and any restructuring which may be carried
out by management. My opinion is however not modified with respect to this matter.

REPORT ON OTHER LEGAL REGULATORY REQUIRETMENTS

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

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

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

lt
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YATTA VINEYARDS LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSTYE INCOME
FOR THE YEAR ENDED 30 JUNE 20 I4

Note 2014
KShs'000

2013
KShs'000

Revenue 6

Direct costs 7

Gross profit

Fair value gain on biological assets 12

AdministratiYe expenses 8

Loss before taxation 9

Tax expense/ (credit) I 0(a)

Loss for the year

Other comprehensive income

Items that wlll not be reclassi/ied subsequently to profit or loss

Gain on revaluation of properfy and equipment

Deferred taxation on revaluation surplus

Total other oomprehensive income

Total comprohensive income for the year

14,596

( 10.247)

4,349

1,667

( 16.624)

(10,608)

( r3.84e)

@4s7)

11,470

( 3.033)

81437

1,306

(16.327)

( 6,584)

1.982

G592)

4,403

( 1.32t)

3.082

L$24)@

The notes set out on pages 10 to 29 form an integral part ofthese financial statements
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YATTA VTNEYARDS LIM

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2014

NoteASSETS

Non-current assets
Properly and equipment
Biological assets

Current assets
Trade and other receivables
Tax recoverable
Cash and bank balances

Total assets

EQUITY AND LIABILITIES (Page 8)

Capital and reserves
Share capital
Revaltration reserves
Accumulated losses

Total equity

Non-current liabilities
Deferred taxation liability

Current liabilities
Amount due to parent company
Amount due to related company
Trade and other payables

Total equity and liabilities

The financial statements on pages 6 to

11

l2

13

l0(b)
t4

I 5(a)
ls(b)

16

2074
KShs'000

41,249
25.807

67,056

225
1,559

79s

2.579

69J3s

4,000
28,339

@4J_5)

GI.867)

17.059

108

63,094
1.241

2013
KShs'000

42,326
24.140

66.466

256

1,559

585

2.400

68J66

4,000
29,353

@J63)

12.590

3.210

r08
51,453

1.505

I 7(a)
17(b)
18

2014 and its behalf by:

Director: Director:

64.443 53.066

69*635 69.966

29 were approved by the Board of Directors on l0 November

The notes set out on pages 10 to 29 form an integral part ofthese financ
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YATTA VINEYARDS LIMITED

STATEMBNT OF CHANGES IN EQUITY
FORTHE YEAR ENDED 30JUNE 2OI4

Share Revaluation Accumulated
capital reserve losses

KShs'000 KShs'000 KShs'000
Total

KShs'000

Other comprehensive income
Items that will not be reclassified subsequently to profit or loss

Transfer of excess depreciation (

Deferred taxation on excess depreciation

Total other comprehensive income

Total comprehensive income

( 1.01s) 1.015

( 1.015) (23-442\ 04.457\

4,000 28.33S (44.2 )

2014t
At 1 July 2013
Total comprehensive income
Loss for the year

At 30 June 2014

2013:
At 1 luly 2012

Total comprehensive income
Loss for the year

4,000 29,353 (20,763) 12,590

45

1,450)
435

1,450
r 4i 5')

4,000 2l ,286 (11 ,17 6) 14,1 10

( 4.602\ ( 4.602\

Other comprehensive income
Items that will not be reclassified subsequently to profit or loss

Transfer ofexcess depreciation (

Deferred taxation on excess depreciation
Revaluation surplus (net of tax) 3.082

Total other comprehensive income 2-061 I -015 ( 3.082)

Total comprehensive income 2 -o61 ( 3.587) r 1-520)

At 30 June 2013 4-000 ''9.353 (20'7ffi

The revaluation surplus represents the surplus arising from revaluation of properfy, plant and

equipment net of related deferred taxation and accttmulated depreciation.

The notes set ollt on pages 10 to 29 form an integral part of these financial statements.

1,450)
435

i.082

1,450
( 43s)

Page 8



YATTA VINEYARDS LIM

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2014

Note

t2
1l

2014
KShs'000

( 10,608)

( 1,667)
1.s64

(10,71l)

31
( 264)
lt.64l

697

( 487)

( 48'7)

2t0
s85

2013
KShs'000

( 6,584)

( 1,306)
1,508

Cash flows from operating activities

Loss before taxation
Adjustments for:
Fair value gain on biological assets

Depreciation of property plant and equipment

Loss before working capital changes

Decrease in trade and other receivables
Decrease in trade and other payables
Net movement in related parties balances

Cash generated from operations

Cash flows from investing activities

Purchase of properfy and equiprnent
Additions to biological assets

Net cash used in investing activities

Net increase(decrease) in cash and cash equivalents
Cash and cash equivalents at I July

n
12

( 6,382)

65
( 3s8)

9.548

2.873

( 58)
(2.844)

(2.e02)

( 2e)
614

Cash and cash equivalents at 30 June t4 ___795

The notes set out on pages 10 to 29 form an integral part of these financial statements.

s85

Page 9



1

YATTA VINEYARDS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENpED 30 JUNE 2014 (CONTINUEp)

REPORTING ENTITY

Yatta Vineyards Limited is domiciled and incorporated in Kenya under the Kenya Companies
Act. The parent company is KWA Holdings E. A. Limited, which is dorniciled and
incorporated in Kenya. The address of the registered office is

Yatta Vineyards Limited
Enterprise Road
PO Box 40550 - 00100
Nairobi

2. BASIS OF PREPARATION

(a) Statement of compliance

The financial statements have been prepared in accordance with lnternational Financial
Reporting Standards (IFRSs) and the Kenyan Companies' Act.

For the Kenyan Cornpanies Act reporting purposes, the balance sheet is represented by
the statement of financial position and the profit or loss account by the statement of
profit or loss and other comprehensive income, in these financial statements.

(b) Basis of measurement

The financial statements are prepared under the historical cost basis except for the

biological assets that are measured at fair value.

(c) Functional and presentation currency

These financial statements are presented in Kenya shillings (KShs), which is also the

company's fi"rnctional currency. Except as indicated, financial information presented in

Kenya shillings has been rounded to the nearest thousand.

(d) Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires the use of
estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosures of contingent liabilities at the date of financial statements and the reported

amounts of revenues and expenses during the reporting period. Although tliese

estimates are based on the directors' best knowledge of current events, actual results
may ultirnately differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to the accounting estimates are recognised in the period in which the estimate is revised
if the revision affects only that period or in the period of revision and futLrre periods if
the revisiou affects both current and future periods. In particular information about

significant areas of estimation and critical judgments in applying accounting policies
that liave the most significant effect on the amounts recognised in the financial
statements are described in Note 4.

Page 10



3.

YATTA VINEYARDS LIMITED
NOTES TO THE FINANCIAL STATBMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) New standards and interpretations

O New standards and interpretations adopted tluring the year

New standard or amendments

a IFRS l3-Fair value measllremeltt

Effective for annual
periods beginning on
or after

1 January 2013

1 Janmry 2013IAS I - Presentation of Financial Statements -
Presentation of items of Other Comprehensive Income
(ocr)

Amendments to IFRS 7 - Disclosures-Offsetting
Financial Assets and Financial Liabilities

1 lanuary 2013

IFftS' 13: Fair Value Measurements

In accordance with the transitional provisions of IFRS 13, the Company has applied
the new definition of fair value, as set out in Note 3 (g) (v), prospectively. The
change had no significant impact on the measurements of the Company's assets and
liabilities, but the Company has included new disclosures in the financial
statements, which are required under IFRS 13. These new disclosure requirements
are not included in the comparative information. However, to the extent that
disclosures were required by other standards before the effective date of IFRS 13,
the Company has provided the relevant comparative disclosures under those
standards.

Amendments to IFRS 7: Disclosures-Offsetting Financial Assets and Financial
Liahilities

As a result of the amendments to IFRS 7, the Company has expanded disclosures
about offsetting financial assets and t'inancial liabilities (see Note (3(g) (u)).

IAS 1: Presentation of Financial Statements

As a result of amendment to IAS l, the Company has modified the presentation of
items of Otlter Cornprehensive Incorne (OCI) in its statement of profit and loss ancl
OCI to present separately items that would be reclassified to profit and loss from
those that would uever be. Comparative information has been re-presented
accordingly

a

a

Page 1 1



3

YATTA VINEYARDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OI4 (CONTINUED)

SUMMARY OF SIGNIF'ICANT ACCOUNTING POLICIES (COUNTINUED)

(a) New standards and interpretations (continued)

(it) N-ew and amended standards and interpretations in issue but not yet effective in
the year ended 30 lune 2014

New standard or amendments
o IFRS 9 Financial Instruments (2010)
o Amendments to IAS 32-Offsetting Financial Assets and

Financial Liabilities (201 1)
o Investment Entities- Amendments to IFRS 10, IFRS 12,

and IAS 27 (2012)
o Amendments to tAS 36-Recoverable Amount

Disclosures for Non-Financial Assets (2013)
o IFRIC 21 Levies (2013)
r IFRS 15 Revenue from Contracts with Customers
. Amendments to IAS 41- Bearer Plants (Amendments to

IAS 16 and IAS 4l)

Effective for annual
periods beginning on
or after

1 January 2018
I January 2014

I lanuary 2014

I January 2014

1 lanuary2014
1 January 2018

I January2014

/Fft,S 9: Financial Instruments (2010)

It replaces parts of IAS 39 - Financial Instruments, Recognition and
Measurement that relates to classification, measurement and recognition of
financial assets and financial liabilities. IFRS 9 requires financial assets to be
classified, at initial recognition as either measured at fair value or at amortised
cost. The classification depends on the entity's business model for managing its
financial instruments and the characteristics of the contractual cash flows of the
instrument. For financial liabilities, tlie standard retains most of the requirements
of tAS 39. The main change is that, in cases where the fair value option is applied
for fiuaucial iiabilities, tlie part of a fair vaiue change arising from a change in an
entity's own credit risk is recorded in other comprehensive income rather than in
the profit or loss, unless this creates an accounting mismatch.

The standard is effective for periods beginning on or after I January 2018

Amendments to IAS 32: Offsetting Financial Assets and Financial Liabilities

The arnendments address inconsistencies in current practice when applying tlie
offsetting criteria in I-AS 32, mainly by clarifying the meaning of "currently has a
legally enforceable right of set-off' and that some gross settlement systems may
be considered equivalent to net settlement. These amendments are effective for
annual periods beginning on or after 7 January 2014, with retrospective
application.

Page 12



3.

YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (COTINTINUED)

(a) New standards and interpretations (continued)

(i0 New and amended standarcls and interpretations in issue but not yet effective in
the year ended 30 lune 2014 (continued)

Amendments to IFRS 10,IFRS 12 and IAS 27: Investment Entities (2012)

The amendments define "investment entities" and provide them an exemption
frorn the consolidation of subsidiaries; instead, an investment entity is required to
measure the investment in each eligible subsidiary at fair value through profit or
loss in accordance with IFRS 9 / IAS 39 (the exception does not apply to
subsidiaries that provide services relating to the investment entity's investment
activities).

An investment entity is required to account for its investment in a relevant
subsidiary in the same way in its consolidated and separate financial statements,
and additional disclosures are introduced. The amendments are effective for
annual periods beginning on or after I January 2014.
The directors do not anticipate any effect on the Company's financial statements.

Amendments to IAS 36: Recoverable Amortnt Disclosures for Non-Finoncial
Assets (2013)

Tlie amendments reduce the circumstances in which the recoverable amount of
assets or cash-generating units is required to be disclosed, clarify the disclosures
required, and introduce an explicit requirement to disclose the discount rate used
in deterrnining impairment (or reversals) where recoverable amount (based on
fair value less costs of disposal) is determined using a present value technique.
They are effective for annual periods beginning on or after I January 2014.

Amendments to IAS 39 titled Novation of Derivatives and Continuation of
Hedge Accounting (June 2013)

The amendments permit the continuation of hedge accounting in a situation
where a counterparty to a derivative designated as a hedging instrument is

replaced by a new central counterparty (known as 'novation of derivatives') as a
conseqlrence of laws or regulatior-rs, if specific conditions are met. The
amendment is effective for the period beginning I January 2014.

IFRIC 21: Levies (2013)

The interpretation provides guidance on when to recognise a liability for a levy
imposed by a government. The obligating event for the recognition of a liability
is the activity that triggers tl,e payment of the levy in accordance with the
relevant legislation. It also provides guidance on recognition of a liability to pay
levies: the liability is recognised either progressively if the obligating event
occllrs over a period of time, or when the minimum threshold is reached if an

obligation is triggered on reaching that minimum threshold. The interpretation is
effective for annual periods beginning on or after 1 January 2014.
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3.

YATTA VINEYARDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTTNUEp)

SUMMARY OF SIGNIFICANT ACCOUNTING POLTCTES (COUNTINUED)

(a) New standards and interpretations (continued)

(i, New and amended standards and interpretations in issue but not yet effecttve in
tlte year ended 30 June 2014 (continued)

DeJined benefit plans - Employee contributions (Amenclments to AS 19)
The amendments clarifu the requirements that relate to how contributions from
employees or third parties that are linked to service should be attributed to periods
of service. In addition, it permits a practical expedient if the amount of the

contributions is independent of the number of years of service.
The amendments are effective for annual periods beginning on or after 1 July
2014, with earlier application being perrnitted.

IFRS l5 Revenuefrom Contracts witl, Customers (Effective 31 December 2017)
The IFRS specifies how and when an IFRS reporter will recognise revenue as well
as requiring such entities to provide users of financial statements with more
informative, relevant disclosures. The standard provides a single, principles based

five-step model to be applied to all contracts with customers in recognising
revenue being: identify the contract(s) with a cnstomer; identify the performance

obligations in the contract; determine the transaction price; allocate the transaction
price to the performance obligations in the contract; and recognise revenue when
(or as) the entity satisfies a performance obligation.

Amendments to IAS 4l- Bearer Plants (Amendments to IAS 16 and IAS 4l)

Bearer Plants (Arnendments to IAS 16 and tAS 41) was issued in June 2014. The
amendrnents change the financial reporting for bearer plants sttch as grape vines,

rubber trees and oil palms. The amendment requires that bearer plants should be

accounted for in the sarne way as propefty, plant and equipment in IAS i6
Property, Plant and Equipment, instead of IAS 4l while the produce growing on

bearer plants will remain within the scope of IAS 41. The new requirements are

effective from I Janr-rary 2016, with earlier application permitted.

The Company did not early adopt new or amended Standards in the year ended 30

June 2014 and is in the process of assessing the impact.

(b) Revenuerecognition

Revenue from the sale of goods is recognised in the profit or loss when the significant
risks and rewards of ownership have been transferred to the buyer, the customer has

accepted the products and recoverability ofthe related receivables is reasonably assured.

Revenue represents the fair value of the consideration receivable for sales of goods and

services, and is stated net of value-added tax (VAT), rebates, retllrns and discounts.

The Cornpany recognises revenue when the amount of revenue can be reliably
measured, it is probable that future econornic benefits will flow to the Company and

there is no continuing management involvement witl-r the goods.
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3.

YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (COUNTINUED)

(c) Foreign currencies

Transactions in foreign currencies are transtated at the foreign exchange rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign
curreucies at the reporting date are translated to Kenyan Shillings at the foreign
exchange rate ruling at that date. Foreign exchange differences arising on translation are
recognised in the profit or loss. Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated using the exchange rate at the
date of the transaction. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated to Kenyan Shillings at foreign
exchange rates ruling at the dates the fair value was determined.

(d) Property and equipment

Properly and equipment are stated at cost or valuation less accumulated depreciation and
any accumulated irnpairment losses.

Revaluations are performed with sufficient regularity such that the carrying amounts do
not differ materially from those that would be determined using fair values at the end of
each reporting period. Any revaluation increase arising on the revaluation of property
and equipment is recognised in other comprehensive income and accumnlated in equity
under the revaluation reserve, except to the extent that it reverses a revaluation decrease
for the same asset previously recognised in profit or loss, in which case the increase is
credited to tlie profit or loss to the extent of the decrease previously charged. A decrease
in the carying arnouut arising on the revaluation of such properfy and equipment is
charged to tlie profit or loss to the extent that it exceeds the balance, if any, held in the
properties revaluation reserve relating to a previous revaluation of that asset.

On the subsequent sale or retirement of a revalued properfy and equipment, the
attributable revaluation surplus remaining in the properties revaluation reserve is
transferred directly to retained earnings, No transfer is made from the revaluation
reserve to retained earnings except when an asset is derecogniseci.

The gain or loss arising on the disposal or retirement of an item of property and
equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in the profit or [oss.

(e) Depreciation

Depreciation is calculated to write off the cost or vahration of properfy and equipment
over their estimated useful lives using the reducing balance method over their estimated
useful lives. The annual rates in use are:

Buildings
Motor vehicle
Furniture and equipment
Computer equipment

2.5%
25%
t2.5%
33%

Excess depreciation representing the additional depreciatior-r attributable to
revaluations of property and equipment over depreciation based on historical cost, is
transferred annua[y from the l'eveltue reserve to revaluation reserve.
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YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THE Y ENDED 30 JUNE 2014

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (COUNTINUED)

(0 Taxation

Income tax on tlie profit or loss for the year comprises current tax and change in
deferred tax. Income tax is recognised in the profit or loss except to the extent that it
relates to items recognised directly in equity or in other comprehensive income.

Current income tax is the amount of income tax payable on the profit for the year
determined in accordance with the enacted tax legislation, and any adjustment to tax
payable in respect ofprevions years.

Deferred tax is recognised in respect of temporary differences between the carrying
amottnts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes, except differences relating to the initial recognition of assets or
liabilities whicli affect neither accounting nor taxable profit.

The amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted at the
financial reporting date. A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available against wliich the asset can be
utilised. Deferred tax assets are reduced to the extent that it is no longer probable that
the related tax benefit will be realized

(g) Financialinstruments

(i) Metsurement and recognition

A financial instrurnent is a contract that gives rise to both a financial asset of one

enterprise and a financial liability of another enterprise. The company recognises
loans and receivables on the date when they are originated. These assets are

initially recognised at fair value plus any directly attributable transaction cost.

Subsequent to initial recognition, they are measured at amortised cost using the

effective interest metliod.

(i, Classification

The company classifies its financial assets into loans and receivables.
Management detennines the appropriate classification of its financial instruments
at the time of purchase and re-evaluates its portfolio on a regular basis to ensure

that all financial assets are appropriately classified.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market other than those
that the company intends to sell in the short-term or that it has designated as at fair
value through profit or loss or available for sale. Loans and receivables comprise
trade and other receivables, cash and bank balances and balances due from group
companies.

These are lneasured at arnorlised cost using the effective interest method, less any
impairrnent losses.
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YATTA VINEYARDS LIMITED
NOTBS TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTINUED)

3. SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES (CONTINUED)

(g) Financialinstruments(continued)

(ii, De-recognition

A financial asset is derecognised when the company loses control over the
contractual rights that comprise that asset. This occurs when the rights are

realised, expire or are surrendered. A financial liability is derecognised when it is
extinguished, cancelled or expires.

(iv) Offietting offinancial assets and liabilities

Financial assets and liabilities are offset and the net amount reported on the

statement of financial position when there is a legally enforceable right to set-off
the recognised amount and there is an intention to settle on a net basis, or to
realise the asset and settle the liability simultaneously.

(v) Fair value of/inancial assets and liabilities

Fair value of financial assets and financial liabilities is the price that would be

received to sell an asset or paid to transfer a liability respectively in an orderly
transaction between market participants at the measurement date.

(h) Retirement benefit obligations

The company contributes to the National Social Security Fund, a statutory defined
contribution scheme. The company's obligations under the scheme are limited to
specific contributions legislated from time to time and are currently limited to a

maximum of KShs 200 permonth per employee. The company's contributions to the
scheme are charged to the profit or loss as they fall due.

(D Employeeentitlements

Provision for staff leave pay

Employee entitlements to annual leave are recognised when they accrue to employees.
A provision is made for the estimated monetary liability for annual leave as a result of
services rendered by employees as at the end of the reporting period.

Short term employee benefits
Short term employee benefits are expensed as the related service is provided. A liability
is recognised for the amount expected to be paid if the Company has present legal or
constructive obligation to pay this amount as a result of past service provided by the

employee and the obligation can be estimated reliably.

CI) Dividends

Dividends on ordinary shares are charged to equity in the year in which they are

authorised. Proposed dividends are disclosed in the financial statements, and are not
accrued for until ratified in an annual general meeting.
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YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OI4 (CONTINUED)

3. SUMMARY OF SIGNIFICANT ACCOT]NTING POLICIES (CONTINUED)

(k) Impairment

(i) Financial assets

A financial asset is assessed at each reporting date to determine whether there is any
objective evidence that it is impaired. A financial asset is considered to be impaired if
objective evidence indicate that one or more events have had a negative effect on the
estimated future cash flows of that asset.

In assessing impairment, the company considers impairment at both individual and
collective level. All individually significant assets are individually assessed for
impairment. Assets that are not individually impaired are assessed collectively.
Collective assessment is carried out by grouping together assets with similar credit
characteristics. Impairment loss is calculated as the difference between the assets
carrying amount and present value of estimated future cash flows discounted at
original effective interest rate.

An impairment loss is reversed if the reversal can be related objectively to an event
occurring after the impairment loss was recognised.

(it) Impairment of nonfinancial assets

The carrying amounts of the company's assets, other than Biological assets and
deferred tax, are reviewed at each financial reporting date to determine whether there
is any indication of impairment. If any such indication exists then the assets'
recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-
generating unit exceeds its recoverable amount. A cash-generating unit is the smallest
identifiable asset group that generates cash inflows that largely are independent from
other assets and groups. Impairrnent losses are recognised in the profit or loss.
Impairment losses recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to tlie units and then to reduce
the carrying arnount of the other assets in the unit (group of units) on a pro-rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value
in use and its fair value less costs to sell. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks
specific to the asset.

(D Comparatives

When necessary, comparative figures have been adjusted to conform to changes in
presentation in the current period.

(m) Biological Assets

Biological assets are measured on initial recognition aud at each reporting date at fair
valtte less estimated point-of-sale costs. Any gains or losses arising on initial recognition
of biological assets and from subsequent chartges in fair value less estimated point-of-sale
costs are recognised in profit or loss in the year in which they arise. Tlie fair value of the
grape vines is deterrnined based on the present value of expected net cash flows derived
from sale ofgrapes discounted at the pretax discount rate.
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YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THB YBAR ENDEp 30 JUNE 2014 (CONTINUED)

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

hr the process of applying the entity's accounting policies, management is required to
make judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estirnates and associated
assumptions are based on historical experience and other factors that are considered to
be relevant. Actual results may differ from these estimates.

Critical accounting estimates and assumptions

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimate is revised if
the revision only affects that period or in the period of the revision and ftrture periods if
the revision affects both curlent and future periods. Information on assumptions and
estimates is included under Note 12 - Biological assets: Key assumptions underlying the fair
value of biological assets.

5. FINANCIAL RISK 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 exchange rates. The company's overall risk
management program focuses on unpredictability of changes in the br"rsiness environment and

seeks to mirrimise the potential adverse effect of such risks on performance by setting
acceptable levels of risk.

(a) Credit risk management

Credit risk refers to the risk that counterparties will default on their contractual
obligations resulting in financial loss to the company. The company's credit risk is

primarily attributable to its trade receivables. The amounts presented in the statement of
financial position are net of allowances for doubtful receivables, estimated by the

company's management based on the company policy.

The credit risk on trade receivables is limited because the customers are known entities
and individuals with high credit ratings.

The company does not have significant credit risk exposure to any single counterpart or

any group of counterparties having similar characteristics. The company defines
counterparties as having similar characteristics if they are related entities. Concentration
of credit risk to any counterparty did not exceed 502 of gross monetary assets at any time
during the year.

The credit risk on liquid funds with financial institutions is also low, because the counter
parties are regulated banks.

The company minimizes credit risk by requiring large distributors to deposit bank
guarantees and personal guarantees for their credit. The company has cash in transit
insurance covers and all cash customers are required to pay through collection accounts.
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YATTA VINEYARDS LIMITED

THE CIAL TA
FOR THE YEAR ENDBD 30 JUNE 2014 (CONTINUED)

FINANCIAL RISK MANAGEMBNT (CONTINUED)

(a) Credit risk management (continued)

The amount that best represents the company's maximurn exposure to credit risk is made
up as follows:

Trade receivables
Cash and bank

2014
KShs'000

t24
795

2013
KShs'000

138

s8s

qlq 723

The company did not have irnpairment loss on receivables as there are no bad debts as at
30 June 2014 and 30 June 2013.

(b) Liquidity risk management

Liquidity risk is the risk that the Company will not be able to meet its financial
obligations as they fall due. Ultimate responsibility for Iiquidity risk management rests

with the Board of Directors, which has built an appropriate liquidity risk management
framework for the management of the Company's short and medium term funding and

liquidity management requirements. The Company rnanages liquidity risk through
continuous monitoring of forecast and actual cash flows. The Company can also borrow
from its parent Cor-npany in the short term fufther reducing its liquidity risk.

The company's liquidity risk is represented by the current liabilities of KShs 64,443,000
(2013: KShs 53,066,000) which are due on demand.

(c) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates,

interest rates and equity prices will affect the Company's income or the value of its
holdings of financial instruments. The objective of market risk management is to
manage and controI market risk exposures within acceptable parameters, wliile
optimising the return on risk.

(, Currency risk

The Cornpany is not exposed to currency risk on sales and purchases as these are

denominated in the local currency which is primarily Kenya shillings (KShs).

(ii) Interest rate risk

The Compauy does not have any borrowing neither does it invest in short term
deposits that earn interest. Movements in interest rates do not therefore have an

impact on the profit or eqr-rity of the Company.

Page 20



YATTA VINEYARDS LIMITED
NOTES TO THB FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OT4 (CONTtr{UED)

5. FINANCIAL RISK MANAGEMENT (CONTINUED)

(d) Capital management

The Board's policy is to maintain a strong capital base so as to maintain investor,
creditor and market confidence and to sustain future development of the br-rsiness. The
Board of Directors monitors the return on capital, which the Company defines as net
operating income divided by total shareholders' equity. The Board of Directors also
monitors the level of dividends to ordinary shareholders. There were no changes in the
Company's approach to capital management during the year.

(e) Fair values

The fair values of significant financial assets and liabilities is the same as the carrying
amouuts as shown in the statement of financial position due to the short term nature of
these items

The company does not have financial assets classified under the followiug categories in
the fair value liierarchy:

(i) Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities.

(ii) Level 2: inputs other than quoted prices included within Level I that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived frorn prices).

(iii) Level 3: inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

fhe Company has not disclosed fair vah-res for financial instruments such as short term
receivables and payables because there are carrying amounts are a reasonable
approximation of fair values.

Below is the classification of non-financial assets held at fair value as at 30 June 2014
and2013 categorised under level 3:

Non-financial assets

Land and building
Biological assets

Total assets

2014
KShs'000

3 8,833
25.807

64.644

2013
KShs'000

39,833
24.140

63p1i
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YATTA VINEYARDS LIru
NOTES TO THE FINANCIAL STATBMENTS

FOR THE YEAR ENpEp 30 JUNE 2014 (CONTINUEp)

FINANCIAL RISK MANAGEMENT (CONTINUED)

(c) Fair values (continued)

On 30 April 2013, Coral RegentValues International (K) Ltd, professionallyvalued the
company's properly and equipment on open market value basis. The resulting surplus
was credited to revaluation reserve.

The Valuers used the Direct Capital Comparison method of valuation for valuation of
land. The assumption is that the value of the appraised property is equalto the value of a
known comparable property, with due allowance being given for differences factors
between the appraised properly and the compared properfy such as the condition,
location, level and amount of services provided, accessibility, plot size, planning and

zoning regulations, transacting parties, motive of sale and tenure and the unexpired term.
Fully developed properties; for example depots have been valued on the basis of sales of
similar developed properties in the particular locations with due regard to their rental
income potential. Buildings or any other fixture or improvement on land whose revenue

contribution cannot be assessed easily or where the structures are dilapidated, have been

valued on depreciated replacement cost basis. Following the revaluation, the movement
in properly plant and equipment has been disclosed in note I 1.

The fair value of the biological asset is determined based on the present value of
expected net cash flows derived frorn sale of grapes discounted at the pretax discount
rate. The details of the valuation inputs of the biological assets have been disclosed in
note 12.

The fair value measurement of revalued items of properly and equipment and the
biological assets have been categorized as a level 3 fair value based on the inputs to tlie
valuation techniques.

REVENUE 2OI4 2OI3
KShs'000 KShs'000

Grapes
Sales other crops

7. DIRECT COSTS

3,214
11.322

14596

3,782
1,561
4,820

78

1!2L7

2,456
9.014

LAru

4,192

(1,i95)
36

3J33

Cost of farm inputs
Cost of labour grapes
Cost of labour other crops
Cost of sales others

Page22



YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

8.

10.

YEAR

ADMINISTRATIVE EXPENSES

Salaries and wages
Other staffcosts
Medical expenses
Electricity
Depreciation
Motor vehicle running expenses
Other expenses

LOSS BEFORE TAXATION

The loss before taxation is anived at after charging:
Depreciation
Audit fees

TAXATION

(a) Income tax expense/ (credit)

Current tax charge
Deferred tax expense/(credit) (see note l6)
Prior year under provision of deferred tax liability

Income tax credit

Reconciliation of tax credit

2074
KShs'000

2013
KShs'000

7,543
313

1,771

2,428
1,564
1,065

1.934

16624

6,141
2,351
1,81 I

1,561

1,509

818

1.537

76327
9

1,564
s39

(13,7 67)
82

1rs49

1,509
424

( 1,982)

(lerD

Accounting loss before taxation GAJ08) (_6,5S4)

Tax applicable rate of 30o/o (2013:30%) ( 3,182) ( 1,982)
Unrecognised deferred tax asset 16,949

Income tax (expense)/credit t3,Il49 (IJID
(b) Tax recoverable

Balance at I July and 30 June _1559 _1*559

Current tax has not been provided for in these financial statements as the company
has cumulative tax losses amounting to KShs 56,500,033 (2013 - KShs 45,459,924).

Tax losses expire four (4) years following the year in which they arose under the
current tax legislation. The aging of losses is as below:

Date of Origin Amount KShs '000 Expiry Date

30 June 2010 29,194 30 June 20 14

30 June 201 1 2,308 30 June 2015

30 June 2012 7,596 30 Jr-rne 2016

30 June 2013 6,362 30 JLrne 2017

30 June 2014 I 1,040 30 June 2018

Totals 56,500
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11.

YATTA VTNEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTINUED)

PROPERTY AND EQUIPMENT

Buildings
KShs'000

40,000

Motor
vehicles

KShs'000

Furniture
and

equipment
KShs'000

Computers
KShs'000

Total
KShs'0002014:

Cost
At I July 2013
Additions

At 30 June 2014

Comprising
At cost
At valuation

Depreciation
At I July 2013
Charge for the year

Net book value
At 30 June 2014

340 l,l7l 66 42,577
487487

487 8 495

40-000 1.340 1-658 66 43.064

167
I 000

56
1i5

25
).o7

3 25t
564

At 30 June 2014 1.167 391 232 I_8ls
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12.

YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

FOR THB YEAR ENDED 30 JUNE 2014 (CONTINUED)

BIOLOGICAL ASSETS

(a) Reconciliation of carrying amount

Biological assets relate to grape vine trees the company has developed

2014
KShs'000

Carrying amount as at 30 June 2013
Additions and other costs

24,140

24,140
1.667

2013
KShs'000

19,990
2.844

22,834
1.306Fair value gain

Carrying amount as at 30 June 2014 25,8L7 uJ4A

As at 30 June 2014 the grape vine plantation comprised approximately l2.1hectares of
grape vines (2013: 12.7 hectares).

In determining the fair value of biological assets as at 30 June 2014, the directors used

discounted cash flows to determine the present value of the biological asset at its

present location and condition.

Significant assumptions made in determining the fair values of the biological assets are:

(i) The market conditions will remain constant.
(ii) The prevailing climatic conditions will not change.
(iii) The valuation is based on the market price of the finished product less related

costs of production of 1Kg of grapes extract of KShs 52.

(iv) Grape vine trees are considered to be productive for an estimated period of 50

years.
(v) A discount rate of 12.5% per annum is applied to the expected net cash flows

arising from the asset.

(b) Measurement of fair values

Fair value hierarchy

The fair value measurements for grape vines of KShs 25.8 million (2012 - KShs 24.1

million) have been categorized as Level 3 fair values based on the inputs to the

valuation techniques used.
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YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2014 NTINUED

l2 BIOLOGICAL ASSETS (Continued)

(b) Measurement of fair values (continued)

Fair value hierarchy - (continued)

[3. TRADE AND OTHER RECETVABLES

Trade receivables
Other receivables

14. CASH AND CASH BQUTVALENTS

Cash at bank
Cash in hand

1s. SHARE CAPITAL

(a) Authorised, issued and fully paid:

2014
KShs'000

124
101

?25

695
100

795

2013
KShs'000

138

118

256

485
100

__585

800,000 ordinary shares of KShs. 5 each 4*00n 4*00n

The holders of ordinary shares are entitled to receive dividends from time to time and

are entitled to one vote per share at meetings of the company. All shares rank equally
with regard to the company's residual assets.

(b) Revaluationreserve

The revaluation reserve represents the surplus arising from revaluation of proper.ty and

equiprnent net of related deferred taxatiort.

Valuation technique Significant
unobservable
inputs

Inter-relationship
between key
unobservable inputs and
fair value measurement

Discounted cash flows: The valuation
model considers the present value of
the net cash flows expected to be

generated by the plantation. The cash

flow projections include specific
estimates for 50 years. The expected
net cash flows are discounted using a
risk-adjusted discount rate.

o

a

Estimated future
grapes market
prices per Kg
(KShs 52lKg.

Estimated future
costs(oZ annual
cost inflation of
current cost of
KShs 41lkg)

Risk-adjusted
annual discount
rate (12.5o/o)

a

The estimated fair value would
increase (decrease) if: The

estirnated grape prices per

kilogramme were higher(lower);

The estimated harvest, replanting,
weeding and transportation costs

were lower (higher); or

. The risk-adjusted discount rates

were lower (higher).
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YATTA VINEYARDS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2OI4 (CONTINUBD)

16. DEFERRED TAXATION LIABILITY

Deferred tax is calculated on all temporary differences using thc currcntly cnactcd rate of 30%u.

The net deferred tax (liability)/ asset is attributed to the following iterns:

201.4:

At I July
KShs'000

Prior year
under/over

provision
KShs'000

Charge to
profit or

loss
KShs'000

(110) 440

Charge to
OCI

KShs'000
At 30 June

KShs'000

Properfy and
equipment
On revaluation
Biological assets

General provisions
Tax losses

2013:

Propefty, plant and
equipment
On revaluation
Biological assets

General provisions
Tax losses

At l July
KShs'000

Prior year
under/over

provision
KShs'000

Charge to
profit or

loss
KShs'000

Charge to
OCI

KShs'000

(1,321)

At 30 June
KShs'000

35
(12,597)
( 4,440)

165

t3.627

( s00)
( 6e)
( I 3.63 8)

365
(12,597)
( 4,940)

113ll
ll

( 3.210) ( 82) (13,76 )

( 40e)
(tt,276)
( 4,048)

160

( 3e2)
5

35
(t2,597)
( 4,440)

165

444

Unrecognised deferred tax asset.

Deferred tax asset relating to tax losses of KShs 16,949,010 has not been recognised in these
financial statements as the directors are of the opinion that the Company may not have
adequate taxable profits to be r"rtilized against the tax asset before the expiry of the losses

17. RBLATED PARTY BALANCES AND TRANSACTIONS

The company is wholly owned by KWA Holdings E. A. Limited which is incorporated ar.rd

domiciled in Kenya. The company is a fellow subsidiary of Kenya Wine Agencies Limited,
whicli is also a wholly owned subsidiary of KWA Holdings E. A. Limited.

The arnounts outstanding at year end arise from sale of goods and payments made on behalf
of the company and are as follows:

(a) Amount due to parent company; 2014 2013
KShs'000 KShs'000

KWA Hotdinss E. A. Lirnited- current 108 -::l!8
(b) Amount due to related company,

Kenya Wine Agencies Limited 63P24 5l-45j
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17.

YATTA VINEYARDS LIM
NOTES TO THE FINANCIAL STATBMENTS

FOR THE YEAR ENDED 30 JUNE 2014 (CONTINUED)

RELATED PARTY BALANCES AND TRANSACTIONS (Continued)

2014
KShs'000

(c) Transactions;

During the year the following transactions
were entered into witli related parties:

Sale of goods to Kenya Wine Agencies Limited 3214

(d) Key management compensation;

Salaries and other short-tenn employment benefits --L26

18. TRADE AND OTHERPAYABLES 2014
KShs'000

J-456

__5n

(e) Government grant;

The Government of Kenya through a letter by the Office of the President dated 5
February200l allottedaparcel of landof l00.5acrestoYattaVineyardsLimitedfora
45 year lease period. The land was given at zero value (no cost) and is partly used to
grow vines which are biological assets used in production of wine and other perennial
crops for sale. The company has not recognized any amount in the financial statements

relating to this parcel of land.

2013
KShs'000

20L3
KShs'000

Trade payables

Leave provision
Other payables

450

134

651

347

549

609

1247 1*505

19. GOING CONCERN

At 30 June 2014, the company had an accumnlated losses of KShs 44,205,000 (2013: KShs

20,763,000) as a result of losses incurred in the current and previous periods. In addition, the

Company was in a net liability position of KShs 1 1,867,000 as at 30 June 2014. The ability of
the company to continue as a going concern and be able to pay its liabilities when they fall
due for the foreseeable future depends on the continued commitment by tlie parent company

in providing financial slrpport. Consequently, the parent company, KWA Holdings E.A.
Limited has subordinated all the company's liabilities. The directors therefore believe that the

company will remain a going collcern for at least the next twelve months.

20. EVENTS AFTER THE REPORTING DATE

There are no material events after the reporting date which require to be disclosed (2013 -
None).
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