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GRO-CHEMICAL AND FOOD COMPANY LIMITE
CHAIRMAN'S REPORT FOR TT{E YEAR TO 30 JUNE 2OOO

hi
I
I

It is my pleasure to present the ACFC Annual Report and audited accounts for the year ended

306 June 2000. Like the previous year, there were unmatched challenges enurnating from a very

difficult economic environment characterized by reduced economic activity and growth in

almost all sectors which was fi,nther aggravated by the prolonged drought tlroughout the country

leaving the power sector with no alternative but to ration power supply &astically to both the

manufacturing sector and the consumer.

ACFC has not fully recovered from the effects. The early part of the year saw over-dependence

on the Diesel generators which had hitherto been put in place. We spent upto about Kshs.3.7

million on diesel. The sugar sector which is the source of our raw material - nrolasses continued

to gradually recover from the same problems. I must appreciate the co-operation given to us in

molasses procurement. The year marked an all-round record of molasses receipt of upto 83,770

tonnes compared to 78,819 in 1999 and74,916 in 1998. This made it possible for us to run our

alcohol plant continuously with closure of 8 days only between July 1999 and June 2000. Thus

we achieved alcohol production of 19.125 million litres against budgeted quantity of 18.9

million litres. This was l01olo of the budget. It is my hope that the good working relationship we

have with the sugar factories, Kenya Sugar Authority and Ministry of Agriculture will continue

by giving priority in molasses supply to ACFC.

ST'MMARISED OPERATING RESULTS
It is impressive to note that inspite of the economic difficulties, our production and sales saw

great improvement by going above the budget as shown below. However our operations resulted

an upward increase profit to only Kshs. 37.9 million before loan interest and exchange losses

which have continued to deplete our capital base, besides increasing total indebtedness to GOK.
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M: Million

Gross Revenue includes sales turnover and other income i'e' interest on short term

deposits or treasury bills, miscellaneous sales like Foclder Yeast, scrap and old velricles'

The total sales turnover for the year under review was Kshs'637'7 million compared to

Kshs.5l5.l million in the previous year. The operating profit resulting before the loan

interest was Kshs.37.9 million compared to Kshs'34 million in 1998/1999' Howevero due

to hear,y exchange losses arising from translation of our foreign culrency loans' the

company registered an overall net loss of Kshs'751 '3 million compared to a loss of Kshs'

1.060.9 million in the previous year. The burden of heavy loans continue to be felt and

efforts to approach the GoK in finding a lasting solution would continue'

FUTURE PROSPECTS

As we entered into this year with a plummeted GDP gro\ffih of -o'4oh' it really calls for a

concerted ef[ort from all of us in order to achieve any positive realisation. I am glad, however

thatwehavetakenboldstepsinimprovingtheperformanceofourplant.Thefinal

inauguration of our multimillion Efiluent Treatment Plant on 166 October 2000 is a clear

manifestation of our undeterred efforts towards environmental conservation' we have also

embarked on the second phase of instrumentation, a project that when completed shall not

only enhance maximized production but also improved quality of products'

a



It is evident that with Kenya being one of the member states of coMEsA, unless we go for

quatrtyproducts,wemightnotbeabletocompetefavourablyinthemarket.Thereforethiscalls

for the intensive and aggressive marketing strategy from our end' The use of nrcdia campaign

should be emPhasized.

within this year, we have realised an improved local sales of Rectified Spirit and Neutral Spirit

in Kenya and in East African region. with the unsteady world alcohol pricing, we have to

intensrfy our efforts in not only maintaining the market we have acquired but also expand' This

will liberate us from over dependence on the export market'

The acceptance of our newly introduced brand of wet yeast into the market by some of the

Bakeries, is also an achievement worth mentioning. The results have been quite impressive

reading to realisation of Kshs. 36 million. with the newly refrigerated van already in use, we

should expand to other ulreas as we target the whole nation' we have to compete frvourably and

request the government to guard against the unnecessary influx of imported Instant yeast'

Finalry as we endeavor to undergo Iso 9000 certificatiorl the training of all staff towards this

course becomes a task for all of us. It is therefore the responsibility of all our staff to strive

towards the above stated objectives in readiness for the challenges ahead'

ACKNOWLEDGEMENTS

ACFC has stayed afloat even in difEcuh tinres because of the commitnrent and quality of our

employees, who continue to perform their duties with skill, loyalty and team spirit' I take pride

therefore in thanking all of them for their serfless dedication and urge them to uphold these trails

in future also. The positive contribution by our rnajor stakeholders, custorrcrs, suppliers,

transporters,bankersandotherserviceproviderscannotalsogounnoticed.Maylespecially

acknowledge the important role played by the Ministry of Agriculture, Kenya Sugar Authority

and Sugar Companies in supplying molasses to us' I also thank Miniw of Finance and Office of

the President for their continued guidance and support'

Finally,myappreciationgoestoallmycolleaguesontheBoardfortheirtirelessdevotionand

valued guidance. I look forward to similar enthusiastic co-operation in future'

JOB SIROR
CHAIRMAN

October 2fi)l



GRO-CHEMICAL AND FOOD COMPANY LIMITED

I
The Directors present their report and the accounts for the year ended 30ft June, 2000'

Princioal Activities:

The Company produces Rectified spirit, Neutral spirit Industrial Methylated spirit, Kenya

Methylated ,pni, Active Dry Yeast and Fresh wet yeast from sugar cane molasses for both local

and export to other countries.

Results:

During the year the Company produced l9.l million litres of alcotrol and spirits and 1073 tons

of yeast and realized a turnover of Kshs. 638 million (1998199:515 million). The operating loss

before exchange gains/(losses) was Kshs. 454,536,589 which includes interest on foreign loans

of Kshs.492 million (1998/99: 372 million). The loss for the year - carried forward is Kshs'

751,346,19g. This loss is after considering an exchange loss arnounting to Kshs' 296,809'609

arising from the translation of the foreign culrency loans at the exchange rate ruling at the

balance sheet date.

Dividends:

The Directors do not recommend the payment of dividends in view of the cumulative loss

position.

Auditors:

The Auditor General (Corporations) will continue in office in accordance with section 29 (2) of

the Exchequer and Audit Act (Cap. 412)'
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I have examined the Accounts of Agro-Chemical and Food Company Limited for the year ended

30e June 2000 in accordance with Sectio n 29 (2) of the Exchequer and Audit Act (Cap 412)' I

have obtained all the information and explanations required for the purpose of the audit. Proper

books of account have been kept by the company and Accounts are in agreement therewith and

comply with the Companies Act (Cap 486)'

In my opinion, and subject to the reservations set out herebelow' the Accounts' when read

together with the Notes thereon, present fairly the company's financial state of aftirs as at 30

June 2000 and of its loss and cashflow for the year then ended'

l. TINANCIAL POSIT.[O.N
TheComp*y."ffi75|,346,lg8in1999/2000comparedtoalossofKshs.
1,060,92g,95g incurred in the previous year which brought its adjusted accumulated losses to

Kshs. 5,249,848,601 as at 30 June 2000. In addition the company's Balance Sheet as at 30 June

2000 reflects negative working capital of Kshs.29 4,206,135 while the Company was also unable

tomeetitsloanrepaymentobligationsastheyfelldue.Evidently,therefore,theCompanyis

facing serious financiar probrems and the Accounts for 199912000 have been prepared on a

going concern basis on the assumption that the company will continue to get support from

Government, lenders and other creditors'

2. FIXED ASSETS

Included in the Balance Sheet fixed assets figure of Kshs. 1,548,059,578 is an amount of

Kshs.T,0l4,l05inrespectofGasoholBlendingEquipmentinstalledatvariousoilcompaniesin

the late 1980s to mix petrol with power alcohol supplied by the company' However' and for

reasons not indicated the project was rejected by the oil firms in lggl after which the gasohol

equipment was dumped at various yards and stores of those oil companies where its physical

condition continued to deteriorate'

It is now doubtful whether this equipment is still in working conditiorq or whether the same is of

any use to the Company at all. Under the circumstances, therefore, it is not possible to confirm

the correctness of the balance of Kshs. 7,014,105 reflected in these Accounts against the Gasohol

Blending EquiPment.



3. PURCHASE OF LAI\D

During the year lggglxxx(. the Company purchased some land from IWs Muhoroni Sugar

company Limited for which it paid Kshs.2 million through the National Bank of Kenya. Sale

Agreement to support the land transaction was, however, not seen' [n addition no title deeds were

seenasnotransferappealstohavetakenplace.Itis,however,understoodthatthernainproperty

title from which the sord portions of land had been excised had been charged by the vendor in

favour of the National Bank of Kenya for overdraft facilities. under the circumstances and in the

absence of any sare agreement or title documents for the subject land, it is not possible to

confirm the ownership, by the company, as well as security of land on which the company

buildings and other facilities stand'

4. DEBTORS - M/S KASAMAIYI ADVOCATE

Included in the Balance Sheet debtors figure of Kshs.123,207,080 as at 30.o June 2000 is an

amount of Kshs. 22,453,975 collected in December lggT but still retained by the Company's

appointed advocates instead of remitting the same to the Company' The original arnount

collected was Kshs.13,399,890, but the advocates failed to remit the collections to the company

despite an agreerrcnt reached in a meeting dated 02 February 1998 and the balance on 166

February,lggs.Atthesamemeeting,thetwopartiesagreedthattheCompanywouldchargethe

advocates interest based on the prevailing bank rate on any outstanding balance which rernained

unpaid. A review of the matter during the year rgggr2ooo showed that the company appointed

another firm of advocates to pursue the recoveries from the other firm of advocates' Ahhouglt

available information indicates that the indebted advocates paid Kshs. l million on22 December

2000 and undertook to pay the barance in monthry instarments of lkhs. 500,000, it is not clear,

however, why the company has not taken drastic action to recover this long outstanding debt'

As far as it has been possible to ascertairu the Company has not even taken up the matter with the

Law Society of Kenya for the advocates misconduct'

S.M. MALUKI

AUDrroR GENERAL (ORFORATIONS)

l3 August 2001.



AGRO.CHEMICAL AND FOOD COMPANY LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 3OTI{ JUNE 2OOO

2000

sHs.

637,753,847

1999

SHS.

515,104,937TURNOVER

PROFTT (LOSS)

BEFORE TAXATION

TAXATION*I

PROFIT (LOSS)

FOR THE YEAR

**See Note 3

(751,346,198) (1,060,928,958)

(751,346,198) (1,060,928,958)



AGRO.CHEMICAL AND FOOD COMPANY LIMITE

BALANCE SHEET AS AT 3OIH JUNE 2OOO

FIXED ASSETS

INVESTMENT (AT COST)

CURRENT ASSETS

STOCK AND WORK IN PROGRESS

DEBTORS

SHORT TERM DEPOSITS

BANK AND CASH BALA}ICES

CURRENT LIABTLITIES

CREDITORS

BANK OVERDRAFT (SECURED)

NET CURRENT ASSETS/LIABILITY

FINANICED BY:

SHAREHOLDERS FUNDS

RESERVES

SHAREHOLDERS FUNDS

LOANS

regelzooo (l2M)

KSHS.

1,548,059,578

reestee (l2M)

KSHS.

1,579,120,181

6,000

133,320,212

118,737,530

54,618,046

19,980,775

374,147,626 326,656,653

668,353,761 1,716,305,767

t) ) t)9

668,353,761 1,729,037,896

(294,206,135) u92JgLl3I-
_!frJ44.u8J53JE3-W-

4

5

NOTES

ll
12

l0

110,571,776

123,207,080

100,088,343

427

60,oo0,ooo

B-712.559.462):
(3,652,559,462)

4,906,412,905

60,000,000

( 2.964.903.609):
(3,081,648,457)

3,081,648,457

6

7

8

9

l,253,853.443 176,744,848
-

Accounts on pages 7 to 13 were approved by the Board of Directors on 176 Oct,2000 and were

signed on its behalf by:

)

) Directors

)



GRO-CHEMICAL AND FOOD COMPANY LIMITE ,

cAsH FLOW STATTMENT liroR THE YEAR 30rH JUNE 2mO

1999/2m0(12rvD
SHS.

Net Cash inflow from Operating Activities:

Net Profit/(Loss) before taxation

Adjustment for items not involving

Movement of funds:

Deferred interest caPitalized

Depreciation
Prior year Adjustment to reserves

Exchange (gain)/loss on foreign loans

Profrt on sale of fixed assets

teeEltgpg(l2IvO
SHS.

(751,346,198) (1,060,928,958)

Net Operating Profit/(Loss) before

Changes in working caPital:

Changes in:
Stock
Debtors
Creditors

(a) Net Cash Flow from oPerating

activities.
Cash Flow from investing Activities:

Purchase of Assets

Proceeds from sale of fixed assets

1,179,919,949 (905,104,294)

1,664,656,800
88,727,254
(3,690,345)

182,494,338
(921,900)

22,748,436
(4,469,550)

(1,047,952,006)

(57,666,651)
921,900

78,502,078

61,866,692

82,192,301
249,365,001

(174,756,647)
(975,991)

( 30,689,835)
(18,828,497)
778,179,910

150,246,829 (176,442,716)

112,534,700
l,132,ooo

(b)

(c)

Net Cash Flow from investing

activities

Cash Flow from Financing Activities

Repayment of Loans

(56,744,751) I13,666,700

15,000,000

Net lncrease/(decrease) in cash

And cash equilalents (a+brc+)
Cash and cash equivalent at the

Beginning of the Year

Cash and Cash equivalent at the end

Of the period 140,368,770 61,866,692

(62,776,016)

124,642,708

I



DRO.CHEMICAL AND FOOD COMPANY LIMITE

NOTES TO TIIE ACCOUITTS

I. ACCOTJNTING FOLICMS

a) Basis of eccounting
The Company basically prepares its accounts on the historical cost basis of accounting,

modified as necessary to ensure compliance with the requirements of the International

Accounting Standards (lAS).

b) Turnover
Turnover represents the fair value of alcohol, spirits and yeast sales invoiced to or

collected from customers (net of discounts, taxes and levies) and other income earned

from norrnal trading activities.

c) Fixed assets and DePrecietion
Fixed assets are recorded at historical cost or at the revalued arnounts. Depreciation is

calculated to write off such cost or valuation using the straight line method at the

following rates:-

Land
Buildings
Plant and Machinery
Instrumentation & ComPuters

Motor Vehicles
Furniture and fixtures

r.05%
2.50

4.0%
100

250h
l5Yo for revalued assets and

l0% for additions thereafter

d)

Tangible fixed assets are depreciated in the year of acquisition and no provision for

depieciation is provided for in the year of dsposalr Fixgd assets were revalued in 1993

other than furniture and fixtures which were revalued last in 1986'

Foreign Currencies
AssetJ and liabilities denominated in foreign currencies are translated into Kenya

Shillings at the rates of exchange at balance sheet date. Transactions during the year in

foreign'currencies are translated at the rate ruling at the date of the transactions' Realised

and unrealized .*.h*g" rate gains or losses ariiing from such transactions are recorded

in the profit and loss account as financial expenses or income.



NOTES TO ACCOUNTS (CONTINUED)

(e) Inventories

lnventories are recorded at the lower of cost and net realizable value calculated on
..Average,, basis. Historical costs include purchase costs {ls well as transportation'

pror"rrtg And allocable portion of direct salaries and other production overheads.

PROFIT/(LOSS) BEFORE TAXATION

Loss before to€tion is arived at after charging:

)

Depreciation

Auditors' remuneration & ExP

Directors " '(

Interest payable (received) on:

Loans

Bank overdraft

Deposits

Others

(Gains) / loss on exchange

2000
KSHS.
88,727,254

490,000
2,590,249

492,488,M8

629,900

(12,136,514)

(3,101,187)

y

1999
KSHS.

92,192,301

350,000
2,538,961

371,664,918

I ,453,188

13,386,013

(5,209,206)

'?al:9

2. TAXATION

Current 1,,( rate is 32.50% on adjusted profit. There is no tax liability in view of losses available

for carry forward of approximatety Shs. 4,065 million (1999: 2,965 million)'
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GRO-CHE MICAL AND FOOD COMPANY LIMITED

NOTES TO THE ACCOUNTS (CONTD.)

5. INVESTMENT

Cost of 300 shares 20l: each in
K.G.G.C.U Limited (written off
in current year).

6. STOCK AND WORK IN PROGRESS

Goods in transit
Raw Materials and spares

Work in progress
Finished Products

7, DEBTORS

Trade
Less Prov. for doubtful debts

Pre-payments
Creditors debit balances

Others

8. SHORT TERM DEPOSITS

Fixed Deposit
Interest Receivable

110,571,776 133,320,212

2000
SHS.

3,259,130
78,202,451
2,984,432

26,225,763

44,939,070

7,585,543
4,427,055

66,255,412

99,100,000
988,343

100,088,343

1999
SHS.

6,000

864,178
61,805,948

4,064,193
66,585,893

50,279,762
(3,342,405)

5,995,352
3,058,004

62,856,817

52,500,000
664,927

53,1@,927

123,207,080 118,737,530



NOTES TO ACCOUNTS (CONTD.)

CREDITORS
Trade creditors
Other Creditorsr

9

2m0
KSHS

31,957,937
636,395.824
u!Y!_y

1999
KSH,S

31,502,410
1.684.803,357
1,716,305,767

*[ncludes interest accrued on foreign loan of
Kshs. 6 1 4, I 84,657 ( I 998/99 : IGhs. 1,664,656,800).

10. LOAI{SI*

Lender:
lnterest
Rates

2m0
KSHS

2,719,999,872
1,664,656,800

52r.756.232y

1999
KSHS

2,544,892,225

536.7s6.232
3,081,648,457

GOK ON - LENT 9%oP.a.

Loans interest deferred
Giro - Credit Bank arnt.

Paid by GOK Variable

Authorised 3,750,000 ordinarY
Shares ofShs. 20l:
lssued and fully paid 3,000,000
Ordinary shares of Shs. 20l:

**Foreign loans were restructured as at 31st December 1993 i.e converted to GOK on -

lent loaiof US$34,960,000 payable in fourteen semi - annual insalments upto 2002.

The urconverted balance of Aus. Sch. 98,273,477.42 i.e Kshs. 521,756,232 in respoct

of Giro-Credit long term loan was paid on ACFC's behalf by GOK in 1995/96 and

lggTlgg. Included in defened interest on loan represents Kshs.1,259,721,&9 at]d

Kshs.404,935,151 being accrued interest on both on-lent loan and loan paid on our behalf

by GOK capitalized during the current year.

I 1. ST{ARE CAPITAL
2000
KSHS
75,oo0,ooo

60,000,000

1999
KSIIS.
75,000,000

60,000,000



NOTES TO ACCOUNTS (CONrD.)

12. RESERVES
CAPITAL
RESERVE
SHS.

1,537,289,139

REVEI{TIE
RESERVE
SHS.

(4,5O2,192,748)
3,690,345

TOTTAL

SES.

(2,99,9O3,609)
3,690,345

Asat30hJune 1999

Prior Year Adjustment
(Note l5)

Re-state of balance as at

30.6.99
Loss for the year at 30.6.2000

Contracted but not Provided for
Authorised but not contracted for

1,537,289,139

1,537,28g,139 (5,249,848,601) (3,712,559,462)

(1,498,502,403)
(751,346,198)

tggD
SHS.
51,463,000
30,034,000

(2,961,213,26/)
( 751,346,198)

13. CAPITAL COMMITMENTS
2m0
SHS.
43,212,000
51,200,000

TOTAL 94,412,000 81,497,000

14. CONTIGENT LIABILITY

There was a contingent liability of IGhs. 6,838,700 (1999: Kshs. 5,426,500) in respect of bank

letters of credit iszued and outstanding as at 30'6'2000'

I 5. Prior year adjustment of Kshs. 3,690,345 represents the following:

Caltex (K) Oil C. debt previousty provided

nowpaid.
Audit fees for 1997198 payment reversed

from accruals
Payrnent on ta@tion services on previous years'

Write offon KGGCU shares

Payment on Council levies for previous yeirs.

lnsurance prerniums for previous years

Write back on creditors with debit balance.

Provision on Mumias invoices reversed

3,690,345

i)

ii)

3,342,405

350,000
(186,150)
( 6,000)
( l9,2oo)
(248,293)

4,340
453,243

iii)
iv)
v)
vi)
vii)
viii)
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LITERS (Millions)
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