
tis'
D

,

RIIPUIIL-lC OF KENYA

PORT

FFICE OF THE AUDITOR.GENERAL

.;..;, r.; I,..i'1. : :i -,i'...;' i, .li : .,'' :'il
't'' tt '! I l-r t- ) 

"r:-r)-' 'L ""

l_:.. ,: . ;-

I1)\ ),r{\ t'l LIANTA;

THE AUDITOR.GENERAL

ON

THE FINANCIAL STATEMENTS OF
AGRO-CHEMICAL AND FOOI)

COMPANY LIMITET)

FOR THE YEAR ENDED
30 JUNE 2018



)a

L



a

AGRO.CHEMICAL AND FOOD
COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3OTH JUNE, 2018

Prepared in accordance with the Accrual Basis of Accounting Method under the lnternational Financial Reporting
Standards (IFRS)



4,

TABLE OF CONTENTS

I . Compony lnformotion..,.,,,.,, 1-4

2, Vision ond Mission Stotements 5

3. Boord of Directors ond Senior Executives , 6-12

Choirmon's Stotement

i

t3-16

5,
i

Report of the Resident Director ond Chlef Executive t7-18

6. Corporote Governonce Stoternent 19-22

7 . Monogement Discussion ond Anolysis .2y24

8, Corporote Sociol Responsibility Stotement 25

9, Report of the Directors 26-27

.l0, 
Stotement of Directors' Responsibilities 28

I l, Stotement of Profit ond Loss ond Other Comprehensive lncome 29



I

.l3, 
Stotement of Chonges in Equity

14, Stotement of Cosh Flow s

.l5. 
Stotement of Comporison of Budget ogoinst octuol

.l6, 
Notes to the Finonciol Stotements

3t

32

33

t

34-72

7317, Progress onfollow up of Auditor's recommendcrtions,....



r!arBee,]:6{it!

ANNUAL REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

COMPANY INFORMATION

a)

AGRO-CHEMICAI AND
FOOD COMPANY TTD.

€F

b)

Background lnformation

Agro-Chemical and Food Company was established in 1g78 under the Companies
Act Cap 486 to produce power alcohol from sugar cane molasses, lt was a uniquejoint venture between the private sector and the Government of Kenya. The power
Alcohol was to be blended with petrol to make gasohol as a national strategy for
reducing foreign exchange used to purchase petroreum oir. The project was
conceived by tvr. tM. N tr/ehta, Chairman of lVehta Group and implembntbo withinthe budgeted time and costs. The company was finally established and
commissioned in 1982.

The projecJ also suited well with the strategy adopted by the Government of Kenyaas part of rural industrialization programme meant to curb post-independence
migration to urban areas. The technotog1l selected was from 11116. vogribusch ot
Austria which was and still one of the "b6it technologes' in the world in the field of
Alcoholand Active Dry yeast.

The programme could not be sustained because there was no policy and legal
framework to regulate the use of power alcohol. ln addition, there was resistance
from the multinational petroleum Companres who feared a reduction in their market
share and therefore the Company shifted to producing various grades of spirit and
yeast.

Upon inception, the company was under the lvinistry of Energy, however from
]99q, 

the Company was placed under the lVinistry of Agriculture where it has been
todate.

Principal Activities

f.fe. Company produces Extra Neutral Spirit, Kenya lVethylated Spirit,lndustrial
Methylated Spirit, Active Dry Yeast and fresh Wet yeast from sugar cane molasses
for both local and exporl markets. The company also produces-botled spirits and
carbon dioxide.
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(EANNUAT REPORTS & FINANCIAI. STATEMENTS

K}R THE YEAR ENDING 3OT'' JUNE 2018
AGRO.CHEMICAI AND
FOOD COMPANY tTD.

NAME

Mr, Richard K. Aiyabei-Chairman
(Appointed on 27 .01.201 6).

Dr, Winnie Macharia (Appointed on
02.10.2017).

Mr. Maxwell Mugonyi (Replaced on
02j0.2017)

[tlrs. Faith Diana Nene
(Appointed on 30.11.2017)

Mr. Joseph C. Mwaura (Replaced
on 30.1 1.20171.

lUlr. Disrnas J.D. Oyieko, +lSC
(Appointed on 01.07201 1 ).

Mr. Suresh C. Sharma (Appointed
on 26.07,1994).

Mr.Nanalal P, Sheth, (Alternate to
Mr. M.N. Mehta) (Appointed on
18,07.2009).

P.S. (Alternate: Mr Abraham Barno)
(Appointed on 1 4.07.201 4).

0.S, (Alternate: Mr. Paul Ktagu)
(Appointed on 1 8.1 1 .201 5)

Mr, Ashok Agrawal

COMPANY INFORMATION (Continued)

a) Board of Dlrectors

Directors who served the Company during the year are as follows:

ORGANIZATION

Agricultural Development Corporation

Agricultural Development Corporation

lndustrial and Commercial Development Corpontion

lndustriai and Comrercid Development Corporation

The *4ehla-lntcmalional Limited

The Mehta lnternational Limited

Ministry of Agriculture, Livestock Fisheries & lrrigation
(State Department Crop Development)

The NationalTreasury

Resident Director &
Chief Executive:

2lPage



ANNUAT REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

b) Registered Otfice
Jeevan Bharati Building
7tn Floor, Harambee Avenue
P.0. Box 41175-00100
Nairobi, Kenya
Telephone:02G22300g3

c) Principalplace of Business
Muhoroni Factory
MuhoroniTown
P.O. Box 18-40107
Muhoroni, Kenya
Telephone +254 0ZO 2A3/;OZOI 1

Email. adm in@acfc. ke
Website: www. acfc.co, ke

d) Corporate Bankers:
National Bank of Kenya Limited
P.O. BOX 1152-40100
KISUMU

Barclays Bank of Kenya Limited
P.O. Box 831

KISUMU

Kenya Commercial Bank Limited
P.O. Box 113

MUHORONI

COMPANY INFORMAT|ON (Contin ued)
Company Secretary:

Mr. Solomon O. Awino, CpS (Kenya)
P.0. Box 18-40107
MUHORONI,KENYA
ICPSK Member N0.1739

(DAGRO-CHEMICAI AND
FOOD COMPANY tTD.

3lPage



(DANNUAT REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

COMPANY !NFORMATI0N (Continued)

e) lndependent Auditors:

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.0. Box 30084
GPO 00100
NAlROBl, Kenya

0 Principal Legal Advisers:

1, Staussi & Asunah Advocates
P.O. Box 314040100
Kisumu, Kenya

2. TheuriWanjohi & Co. Advocates
P.O. Box 6502-00100
Nairobi, Kenya

l[anaging Agent:
The Mehta Group lntemational Limited
Peponi Plaza,l st Floor

Peponi Road

P.O. Box 14692
Westlands 00800
Nairobi, Kenya

h) Senior Executives:
Mr. Edwin O. Owiti

Mr. Joseph N. Njoroge

AGRO-CHEMICAL AND
FOOD COMPANY tTD,

s)

Financial Controller

Works Manager

4lPage



ANNUAT REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

VISION AND MISSION STATEMENTS

OUR VISION

The preferred producer and supprier of spirits, yeast ond reloted products.

OUR MISSION

Production of world erass quotity produfi through o cosf flective, innovotive
a nd envi ron mento I fri endty tech n ol ogi es.

(DAGRO-CHEMICAT AND
FOOD COMPANY LTD.

5lPage



(D
ANNUAL REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2018

BOARD OF DIRECTORS AND SENIOR EXECUTIVES

BOABD OF DIRECTORS

AGRO.CHEMlCAt AND

FOOD COMPANY LTD.

FULL NAMES OF

CHAIRMAN, CEO &

BOARD OF

DIRECTORS

DESIGNATION

(e.9. CHAIRMAN,

cE0, MEMBER)

DATE OF

APPOINTMENT

ACADEMIC PROFESSIONAL

OUALIFICATIONS

DATE

OF

BIRTH

EXPERIENCE

(YEARS WITH

ACFC)

MR. RICHARD K.

AIYABEI

CHAIHMAN 27.01.2016 BSC, Agric, M.Sc. in Agronomy, DiP.

Farm Engineering
1 966 3

DR. MWINNIE

MACHARIA

MEMBER 02.10.2017 MBA Strategic develoPment, PHD BA

1 968 1

MR. ASHOK

AGRAWAL

cEo 01.11.2011 B.Tech. (Chem. Engineering)

1959 I

MRS. FAITH

NENE

MEMBEH 30.1 'l .2017 BA, HMR, Mastets HRM

1 968 '1

MR. DISMAS.J.O

OYIEKO

MEMBER 01.07.201 1 B.Com (Accounting), MSc (Finance)

1 959 I

MH.IiI.N. MEHTA MEMBEf, 15.12.1982 Entrepreneur/Busi ness Exerutive

1930 37

MB, SURESH C.

SHARMA

MEMBER 26.07.1 994 B.Sc.A.N.S., F.R.S.C.(London),

Chartered Chemist (London).

Chartered Scientist(London). F. l.E

Chartered Engineer(lndia). M.Am

Chem Soc (U.S.A)
1 936 25

MR. NANALAL.P

SHETH

MEMBER 18.07.2009 Banister of Law, Advocate 1927 10

MR. ABRAHAM

BARNO

MEMBEH 14.07.2014 B.Sc. Agric, MSc. (Agric Rural Dev

1 959 4

MR, PAUL KIAGU MEMBER 18.1 1 .201 5 B.A (Econs) M.sc (Econs) 1 969 J

5lPage



ANNUAL REPORTS & FINANCIAL STATEMENTS
FOR THE YEAR ENDING 3OT'' JUNE 2018

MANAGEMENT TEAM

(EAGRO.CHEMICAT AND
FOOD COMPANY tTD.

NAME POSTION AND QUALIFICATION
DATE OF BIRTH

1. ASHOKAGRAWAL
F EXECUTIVE OFFICER

B. Tech. (Chem. Engineering)

CHIE

26tt January 1 959

2, OWITI EDWIN OWINO
ANCIAL CONTROLLER

(B.ED , CPA,K )

FIN

8tn August 1976

AWTNO SOLQMON

OKEYO

3, COMPANY SECRETARY

(L18, CPS)

25th July 197.1

TlPage



I

i
I
l

dE
-EANNUAL REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OTH JUNE 2018

BOARD OF DIRECTORS AND SENIOR EXECUTIVES (Conlinued)

DIRECTORS BIOGRAPHIES

Mr. Richord K. Aiyobei-Choirmon

Dr. Winnie Mochorio

Mrs. Foith Diono Nene

AGRO-CHEMICAL AND
FOOD COMPANY I.TD.

He wos born in the yeor .l966 
ond

wos appointed to the Boord on
27.01,2016 He is currently the
iVonoging Director of Agriculturol
Developmenl Corporotiorr ond is o
holder of BSC, Agric, N1 Sc in

I Agronomy, Dip Form Engineering
He hos three yeors working
experience with ACFC

She wos born in the yeor .l968 
ond

wos oppointed to the Boord on
02.10.2017. She is currently o
Technicol officer of the Agriculturol
Development Corporotion ond is o
holder of fVlBA, Strotegic
Nzlonogement, PHD BA She hos
one yeors workrng experience uriiir
ACFC

She r,,ros born in the yeor 1968 ond
was oppointed to the Boord on
30 I I .20.l7, She is currently the
Humon Resource ond
Administrotion monoger of the
lndustriol ond Commerciol
Development Corporotion

SlPage
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ANNUAL REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

dL!!7AGRO-CHEMICAI AND
FOOD COMPANY tTD.

BOARD OF DIRECTORS AND SENIOR EXECUTIVES
(Continued)

Mr. Dismos J.O. Oyieko, HSC

He wos born in the yeor .l959 
ond

wos oppointed to the Boord on
0.l,07,20.l l, He is currenfly o projects
monoger of the lndustriol ond
Commerciql Development
Corporotion ond is o holder of
B,Com (Accounting), lVSc
(Finonce), He hos Eight yeors
working experience with ACFC

The NolionolTreosury C.S.(Allernote: Mr. poul
Kiogu)

He wos born in the yeor .1969 
ond

wos oppointed to the Boord on
l8.l L20.l5, He is currenfly o working
of The Notionol Treosury ond is o
holder B,A (Econs) M,sc (Econs), He
hos three yeors working experience
with ACFC

Mr. Suresh C. Shormo

He wos born in the yeor .l936 
ond

wos oppointed to the Boord on
26,O7 ,1994, He is currenfly o working
os Regionol Director of SCOUL ond
is o holder of B,Sc,A,N,S,,
F,R S,C,(London), Chortered
Chemist (London), Chortered
Scientist(London), F,l,E, Chortered
Engineer(lndio), M,Am Chem Soc
(U,S,A), He hos twenty five yeors
working experience with ACFC

9lFage



ANNUAT REPORTS & FINANCIAL STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

AGRO-CHEMICAL AND
FOOD COMPANY LTD.

Hewos born in the yeor .l959 
ond

wos appointed to the Boord on
14,07,2014,l1e is currently o working
of Vlinistry of Agriculture, Livestock
& Fisheries (Stote Deportment of
Agriculiure) onC is o holder B.Sc
Agric, lVlSc (Agric Rurot Dev), He
hos Four yeors working experience
r,vith ACFC

AE
-F

#
Minisiry of Agriculture, Livestock &
Fisheries(Slote Deportment of
Agricullure)P.S (Alternote:MrAbrohom
Borno)

BOARD OF DIRECTORS AND SENIOR EXECUTIVES
(Continued)

.+i '',ffi
,: t t

Mr. M.N. Mehto
LJT

He wos born in the yeor 1930 ond wos
oppointed to the Boord on 18,07 2009
He is o Borrister of Low ond hos o Ten
yeors working experience with ACFC.

He wos born in the yeor .l930 
ond

wos oppointed to the Boord on
l5 l2 -1982, 

He hos thirty seven
yeors working experience with
ACFC.

10 lPa,ge



ANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

(DAGRO-CHEMICAL AND
FOOD COMPANY tTD.

BOARD OF DIRE CTORS AN D SENIOR EXECUTIVES
(Continued)

Mr. Ashok Agrowol
Resid€nf Diirsclo,r ond Chiel fxeculive

He wos born on 26tn Jonuory 1959
ond is o holder of B, Tech, (Chem,
Engineering),

He is currently the Resident Director
ond Chief Executive, He wos born
on 26tn Jonuory l g59) ond is o
holder of B. Tech. (Chern.
Engineering),

Mr. Edwin O. Owiti

He is currently ihe Finonciol
Controller, He wos born in 

.l976 
ond

is o holder of (B,ED, CpA,K )

11 lPage



(pANNUAL REPORTS & FINANCIAI. STATEMENTS
FOR THE YEAR ENDING 3OIH JUNE 2018

AGRO.CHEMICAT AND
FOOD COMPANY LTD.

BOARD OF DIRECTORS AND SENIOR EXECUTIVES
(Conlinued)

Mr. Solonion Awino

He is currently The Compony
Secretory ond he is o holder of (LLB,

CPS) ond o member of the ICPSK

12 lPage



ANNUAL REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

(DAGRO-CHEMICAL AND
FOOD COMPANY LTD.

It is my pleasure to present the Annual Report and financial statements of ACFC Ior the
year ended 30th June 2018.

SUMMABISED OPERATINGR LTS

The Company's operations mainly depend on the quantity of molasses supplied by sugar
companies. The Company received 36,562 tons (2-01612017: S4,ggbions tons)-ofmolasq qgainst a budgeted quantity of 60,000 tons. During the yeir tne Comfany
experienced an acute shortage of Molasses and this affected-the CLmfany operations
leading to the closure of the alcohol plant for about 1g2 days.

The company produced 4.863 million (201612017:11.124 million) litres of alcohol against
!uo09t9o 

quantity of 16.10 million litres. Active Dry Yeast (ADy) production was 67 tons
(201612017:271tons) against a budget of 600 tons representing a decrease of 533 tons.

wet Yeast production was 868 tons (201 612017:794 tons) against a budget of 1,000 tons
representing a decrease of 132 tons. During the current ylar the Coilpany produced
31,770 cartons (201612017: 22,763 cartons) of "Patriot" bbttled spirits dnO Sf tons of
Carbon dioxide.

The company realized a turnover of Kshs.615.925 million (201612017 Kshs. 1,335.516
million) against the budget of Kshs. Zj3t,24O million.

13 lPage



(D
ANNUAT REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OTH JUNE 2018
AGRO.CHEMICAL AND
FOOD COMPANY tTD.

CHAIRMAN'S REPORT (Continued)

The highlights of the overall operating results for the year under review compared to budget are

as tabulated below:

FINANCIAL HIGHLIGHTS

2017-2018 2016-2017 201 5-201 6

PRODUCTiON
BUOGET ACTUAL

/o

ACTUAL

BUDGET

BUDGET ACTUAL

'000' '000'

Actual

Budget BUDGEI ACTUAL

Alcohol

(Lts. 000)
1 6,1 00 4,863 30% 16,200 11,124 69%

15,550 '16,560

Active Dry Yeast

(Tons)
600 67 11% 800 271 34o/o

650 zbb

Wet Yeast (Tons)
1,000 868 87Yo 1,000 794 79%

1,000 782

Carbon Dioxide (Tons)
1200 51 4% 2,500 149 6% 37s0 190

Compounded Spirit (Patriot) (Cartons) 120,000 31,770 26o/o 120,000 22.763 19% 300,000 15,045

gALE*

Alcohol

(Lts 000).
1 6,1 00 3 686 23oa 16,200 12,197 1CO/

15,550 16,573

Active Dry Yeast(Tons)
600 92 1 5o/o 800 264 33%

650 277

Wet Yeast (Tons)
1,000 868 87o/o 1,000 794 79fo

1,000 772

Carbon Dioxide (Tons)
1,200 3t 4o/o 2,500 141 60/o 3,750 192

Compounded Spirit (Patriot) (Cartons) 120,000 27,501 23o/o 120,000 21660 18% 300,000 15,045

14 lPage



ANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

(DAGRO-CHEMICAL AND
FOOD COMPANY tTD.

Total sales turnover for the year under review was Kshs. 61S.g25 million compared to Kshs,
1,335'516 million in the previous year. Gross revenue includes sales turnover and other income
i'e' interest on shott'term deposits, sale of scrap and rent paid by employees. The gross
revenue for the period was Kshs. 699.499 million compared to Kshs, t,zog.g6z million last year.
The company registered an operating loss before loan interest was Kshs. 422.435 million
compared to a profit Kshs. 364.797 million in 201 612017. After charging loan interest of Kshs.
275'758 million (201612017: 263,368 million) the Company registered an overall net loss of
Kshs. 697'966 million compared to a net profit of kshs. 1bt.429 miilion in 201 612011. Atter
Charging Corporate tax of Kshs. 16,846 million the Company registered a loss of Kshs. 7l4.B1Z
million 201612017 profit of Kshs. 40,799 million.

FINANCIAL INDICATORS:

Sales Turnover

(Kshs.'000')
2,137,240 615.92s 290'o 2,1 76,100 1.335,516 61oro

2,134,000 1,853,448

Other lncome

(Kshs.'000)
142,764 83.574 59% 67 500 432.851 657o/"

68,000 79,884

GROSS

REVENUE

(Kshs,'000')

2,280,004 699.499 31'/o 2,243,600 1,768.367 79o/o

2,202,000 1,933.332

Operating

Profit/ (Loss) Belore

lnterest

(Kshs. '000')

309 414 (422,43s) 367 566 364.797 102o/o 356,298 538,632

lnterest on loans (Kshs. '000)
275,657 275.530 99o,'" 283,631 263,368 93%

2$7a0 280,otr/

Net Profit (Loss) (Kshs. ,000)
33,757 (697,966) 83,93s 101.429 133%

62,598 258,545

Corporate tax 30%(Kshs. '000) 16,846 60,630

30,833

Net Profit (Loss) Tax(Kshs.'000) (714,812) 83 935 40,799 610/o 62,598 227,711

15 lPage
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4Ert!7ANNUAL REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2018

AGRO.CHEMICAL AND
FOOD COMPANY LTD.

CHAIRMAN'S REPORT (Continued)

CHALLENGES

During the current financral year, the Company couiO not achieve its budgeted production and sale

targeti. This was main;y due to the closure of the alcohol flant for 192 days as a result of lack of

molassses and lack of storage space for alcohol as a result of cheap alcohol in the market. The price of

molasses also increased t,c a very high price hence increasing our cost of production.

ACKNOWLEDGEMENT

May I acknowledge the commitment and dedication of our employees who have continued to perform

their duties with skill, loyalty and team spirit to enable the Company to achieve such a milestone.

May I also acknowledge the vital role played by the tr/inistry of Agriculture Livestock Fisheries and

lrrigation (State Department of Crop Development), The National Treasury, Agricultural Food Authority

(AFA)and Sugar companies for their continued guidance and support.

PROSPECTS

The prospects depend orr the quantity of molasses that the Company can obtain from sugar companies.

Our continued appeal to the sugar companies for affordable molasses price remains on course. When

the Company is iinally privatized, and strategic alliances entered with sugar companies, this dream will

surely be realized.

During the year, the Company experienced greater challenges in the procurement of molasses and this

poses as great dangei'to the pi'ospects of the Connpan;r

c0Nc LUSlON

My sincere appreciation goes to all my colleagues on the Board for their tireless devotion and valued

guidance. I look forward to similar enthusiastic and co-operation in the future. I also wish to extend my

sincere appreciation to the management and the staff of ACFC for their efforts and feel confident that

they willwork even harder and smarter to improve performance of the Company in the coming years

MR. RICHARD K. AIYAtsEI

CHAIRMAN

lSlPage
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ANNUAL REPORTS & FINANCIAL STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

RT R

{BAGRO-CHEMICAL AND
FOOD COMPANY LTD.

RA F

Mr. Ashok Agrawal

During the current financial year ended June 30, 2018, the Company was faced with acute
shortage in molasses supply. The shorlage of molasses led to an increase of molasses prices
from Kshs. 3,000 per to1_to an average of Xsns. 22,oo} perton. This ledto the alcohol plant
being closed for about 'lg2 days leading to lower production of Alcohol, ADy, co2 and bottled
spirits reduced sales and lower profitability.

During the year 201712018 the Company registered a net loss o'f Kshs. T2g,g2g,gg3 due to
shortage of molasses hence low production, closure of alohol plant and hlgh cost of production.
The Company has continued to put in more efforts to alleviate this situation and ensure an
improved supply of molasse. Two tanks were rehabilitated to increase the molasses storage
capacity by 2,800 tons.

I would wish to thank the Board of Directors, management and staff of ACFC as well as other
stakeholders for their support during the year.

The Company has revised its current strategic plan for the year 2o1glzo19 to address the
challenges faced durhg the last plan. Production and Sales Compounded spirits have improved
during the year' The Company has also introduced new product line like Ago plus amd Medi plus
to improve the bottom line.

The Company is under privatization and various options have been recommended by the
Privatization Commission. Privatization of the Company is key in bringing back the Company to
profitability and a healthier balance sheet will therefore be realized.

lTlPage
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FOR THE YEAR ENDING 3OTH JUNE 2018

AGRO.CHEMICATAND
FOOD COMPANY LTD.

I remain optimistic and looking forward to the days when ACFC will return to profitability and

declare dividends to its shareholders.

ASHOK AGRAWAL
RESIDENT DIRECTOR

AND CHIEF EXECUTIVE

lSlPage



ANNUAL REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OIH JUNE 2018

dL!FAGRO-CHEMICAL AND
FOOD COMPANY LTD.

Agro-Chemical and Food Company Limited (ACFC) is committed to good corporate governance
and as such conducts its operations in accordance with internatiorially accepted piinciples of
good corporate governance. The Company will provide timely and reliable information on its
activities, structure, financial situation and performance to all shareholders.

Role nd Resoonsibilities of of Di rS

The Board formulates policies and strategies that enhance transparency and accountability. The
Board provides thg overall strategic guidance to the Company 

'and 
is accountable to

shareholders and other stakeholders. The {ay to day management of the Company has been
delegated to the Resident Director & Chief Executive (BD&CE). However, the Board retains the

:l::il^:tp_.:tlbilrlv 
for_the Company's pedormance in financiat, rorpiirn.r, monitoring and

operatronal areas. specific responsibilities of the Board include:

a' reviewing and. approving strategic plans, internal control and compliance, codes of
conduct, financial reporting and legal com,pliance

b, reviewing and approving major capitalexflenditure
c' approving the Company's financial and accounting policies and financial statements

Board Composition:

The Board of ACFC is composed of nine-directors representing the three shareholders vis, ADC,
two directors, ICDC, two directors, llC, three directors, representative of p.S, Ministry oi
Agriculture, Livestock and Fisheries (State Department of Agriculture) and representative of C.S.,
The National Treasury. Therefore, the Company Directors ale not elected bui are representatives
of institutions by their respective offices.

{s per the provisions of the Memorandum and Arlicles of Association of the Company, the Board
Chairman is the lt/anaging Director of ADC, while the management is by The Mehta Group,
through a management agreement with the Company.

The Chairman is responsible for managing the Board and providing leadership to the Company
while the RD&CE is responsible to the Board for running of the do*prny in accordance with
instructions given by the Board. The RD&CE implementiBoard decisions and instructions w1h
the assistance of the management team.

19 lPage
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FOR THE YEAR ENDING 3OTH JUNE 2018

AGRO-CHEMICAL AND

FOOD COMPANY LTD.

Board Meetinqs:

The Board meets regularly and at least four times a year to, amongst other things, agree on the

Company,s objectiv6s and strategies to realize the oblectives, review pedormance against

agreed targets, consider and appro-ve the annual and interim financial statements and to discuss

other matters of strategic importance to the Company. Senior management of the Company

attends Board meetingi by invitation, whenever necessary. During the year the schedule of

meetings held and attendance thereof is as tabulated below:

Board Committees:

For effective running of the affairs of the company, the Board has delegated part of its

responsibilities to sta-nding committees. The Committees operate under clearly defined mandates

wh'rch spell out their respinsibilities, scope of authority and procedures for repofting to the Board.

Tha Daavrl hao thraa ctanrlinn nnmmitlops
I llli lJualu I lclo tl ll9v elqr rvrr r:, vvr

a) Audit and Risk Cornmittee

The purpose of this Committee is to review the systems established to ensure sound

publii financial management and internal controls, risk management policies as well as

compliance with policies, laws, regulations, procedures, plans and ethics'

Date of Meeti Number of attendance

25.7.2017 5

31 .10.2017 7

30.1 .2018

27.4.2018

8

6

28.6.2018 6

b) Statf and Finance Comm ittee

The purpose of the Cornmittee is to oversee staff and finance matters of the Company,

which involves employees'conditions and remuneration policy, budgets, procurement and

pedormance contracts,
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c)

The purpose of the Committee is to assist the Board in developing and managing a
framework for implementing the Company's core functions of producini anO mart<et'inf its
products by providing adequate resources and ensuring'that su-ch resources are
effectively utilized in line with the Company,s mandate,

Conduct of Business and performance reportinq:

The business of the Company is conducted in accordance with carefully formulated strategies,
budgets and business plans which set out clear objectives. Performance igainst the objectiv6s is
reviewed and discusstg!V the management team. Any issues arising froil these objebtives are
discussed by the Board Committees, which are ultimately reported to the Board. This is aimed at
ensuring close mo4itoring of performance trends, forecasts as well as actual performance against
budgets.

Board Charter

The Board has in place a Board charter approved By the Board of Directors which facilitates the
full and free exercise of professional competencies and ensures the effectiveness of each
Director's contribution, consistent with the standards of independent judgement, ethics and
integrity which the Directors are expected to observe.

The Board of Directors are appointed by the respective shareholders.

lnduction and Traininq of Directors

New Board members are inducted upon appointment and the legal and regulatory texts
associated with the Company's particulars, deriving from the memorandum and Articles of
Association, Board's operating rules and procedures,-and any other issues necessary for proper
discharge of duties provided. They are also trained on corporate governance to enhance their
skills,

Code of conduct and Ethics

ln accordance with the principles of good corporate governance, each director undertakes to:
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a) To act first, foremost and always in the best interest of the Company and not for their own

collateral Purpose;
b) To exercise his/her power in the executive duties in outmost good faith;

.j fo act with due care, a prudent person would take when acting on their own behalf.

Oj fnat in arriving at a decision on any issue, he/she shall strive to ensure that the decision is

in the best interest of the Company and is not driven by any other interest. 
_

e) Subscribe to the Company Coie values to always act in the interest of the Company by

promoting the effective and responsible use of resources for the benefit of the Company,

and commits to upholding them and ensuring their implementation'

f) Take into u..orni not oniy the possible financial impact of their decisions, but also their

consequences for sustainable development, their effect on relations with stakeholders and

the general interest of communities the Company operates'

g) Meei tne leadership and integrity requirements of responsible leadership, code of conduct

and financial probiiy of a Direitor in accordance of the Companies Act and Memorandum

and Articles of Association of the Company'

h) preserve his or her independence of analysis, judgement , decision and action and to

resisl abny pressure, direct or indirect, whether by other Directors, member groups,

creditors, supplrers and any third party,

Conflict of lnterest

Each Board of Director underlakes to disclose to the Board fully and immediately it comes to

his/her attention any real or potential conflict of interest direct or indirect, which they may have. A

Director with such a conflict shall not parlicipate in any discussion of any such topic or voting on

ir

Board Remuneration

The remuneration of the Board of Directors shall be as per the regulations approved by the

Government from time to time. The Directors shall also be paid such travelling, subsistence and

other reasonable expenses incurred by them in attending, from their usual place of residence and

returning from any meetings in connection with the busrness of the Company according to rate

approved by the Government of Kenya from time to time'
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MANAGEMENT DISCUSSION AND ANALYSIS

The company's performance during the financialyear is as tabulated below.

I. OPERATIONAL PERFORMANCE

During the financialyear ended June 30, 2018, the Company faced challenges because of
lack of raw materials (Molasses), lack of storage space in the tank as a lesult of cheap
alcohol in the market and increased price of molasse leading to high production costs.
These factors affected the Company's operations,

a. Molasses Procurement

The Company's operations mainly depend on the quantity of molasses that we
procure from the sugar companies. During the financial year 20111201g, the
Company procured 36,562 (201612017: 54,880) tons of molaises against a target
of 60,000 tons. The shortfall of 25,438 tons meant the Company could not achie,-ve
its production targets.

b, Production

The company produced 4.Bog million litres of alcohol, 67 tons of ADy and g6g
tons of Wet Yeast againstthe budget of 16.10 million litres ol alcohol, 600 tons of
ADY and 1,000 tons of Wet Yeast. The Company fell short of achieving the set
production target for Alcohol, ADY and Wet Yeast mainly due closure of the alcohol
plant for 192 days as a result of acute shortage of molasses and low sales due to
cheap alocohol in the market.

c. Sales

The Company sold 3.68 million litres of alcohol, g2 tons of ADy and g6g tons of
Wet Yeast against the budget of 16.10 million litres of alcohol, 600 tons of ADy
and 1,000 tons of Wet Yeast.

II. FINANCIAL PERFORMANCE

During the year 201712018, the Company generated a turnover of Kshs. 615,924,6g9
(201612017 Kshs. 1,335,51 6,279). The operating loss before interest on loans was Kshs
422,435,446 (201612017: Kshs. 364,796,968). However after charging interest on loan of
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Kshs. 275,530,591 201612017: Kshs. 263,367,654), the Company registered a net loss of

Kshs. 6g7,966,037 (ZOtOlzO17: profit of Kshs. 101 ,429,314). After charging corporate tax of

kshs. 16,846,580 (2016/2017 Kshs. 60,629,970) the company registered a loss of Kshs.

714,812,617 (201612017 profit of kshs 40,799,345).

The loss for the year is as a result of reduced turover due to lower production of Alcohol as a

result of the closure of the Alcohol plant for about 192 days due to shortage of Molasses and

lack storage space for finished goods due to high stocks.

III. PROJECTS O R INVESTMENTS

During the {inancial year 201712018, the Company implemented the projects aimed at

improving the Company's profitability as per the approved budget and strategic plan. The

Company also continued with the improvements in the Effluent treatment plant as part of its

efforts to improve the environment.

COMPLIANCE WITH STATUTORY REQUIREMENTS

\/

During the current financial year, the Company complied with all the statutory requirements

and r6mitted all taxes due in good time, there was no penalty for failure to comply with

statutory requ irements.

CHATLENGES FACING THE COMPANY

The company faces cha.llenges in operations as enumerated below

. Unstable supply of molasses

. CheaP alcohol in the spirit market

. Emerging competition from sugar factories entering the ethanol market

. Slow Privatization process

. Negative Share CapitaliEquitY

. High Cost of major inputs - Fuel Oil, lmported Chemicals and Molasses

VI. MATERIAL ARREARS IN STATUTORY AND OTHER FINANCIAL OBLIGATIONS

The Company has no material arrears in Statutory obligations and all obligations were

remitted in time. However due to the above challenges the Company did not repay the GOK

loan in the financial year and the loan balance as at the end of the year is Kshs.

9,072,862,152 as at June 30, 2018
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Agro'Chemical and Food Company Limited (ACFC) has continued to actively participate in
various projects as per our corporate social Responsibility (csR) policy.

The company continues to run Muhoroni Furaha Primary school which is fully funded by the
Company. The school enrol children from the employees and the neighbouring community and is
one of the top performing schools in the region.

ln environmental manageaelt, the Company set up a multi.million Effluent treatment plant which
reduces the BOD and COD levels in the effluent emitted by the Company. The plant also
generates gas that is used in the boilers leading to reduced usage of tuet burner oil. The
Company also participates in various activities orginised by the various institutions involved in
environmental management like Water Flesource Management Authority, NEMA and others.

The Cgmpany also sends its staff on training and workshops in relevant fields to improve their
skills. The Company employees have a hea[[ insurance cover in line with the Company policy.

The Company has a cordial labour relation between the employees and there has not been any
industrial unrest since inception of the Company.
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DIRECTORS' REPORT

The Directors present their report and the statement of financial position,statement of changes in

equity for the year ended 30th June 2018.

Since the beginning of the year,no director has recieved or become entitled to recieve a benefit

which is to be disclosed, by i.mon of a contract made by the company or a related corporation with

the director or with a firm of which he is a member, or with a company in which he has a substantial

iinancial rnterest except for salaries,bonuses and other benefits as disclosed in the financial

statements

Principal

The Company produces Extra Neutral Spirit, Kenya Methylated Spirit,lndustrial Methylated Spirit,

Active Dry yeast and fresh Wet yeast from sugar cane molasses for both local and export

markets.T-he company also produces bottled spirits and carbon dioxide.

Results:

The results of the Company for the year ended June 30, 2018 are as set out on page 24' Below is a

summary of the loss made during the year.

During the year 2017l2O1B,the Company produced 4.863 million litres ol alcohol, 67 tons of Active

Dry yeast. g6g tons of Wet Yeast and realized a turnover of Ksh.615,924,689 million (201612017:

t,igS.St6 million). The operating loss before interest on loans was Kshs 422,345,446 (201612017

profit of Ksns. 3OZ.Z96,948). Ho*ever after charging interest on loan of Kshs. 275,530,59 (

'201612017'. 
Kshs. 263,367,654), the Company registered a net loss of Kshs' 697,966,037

(201612017: profit of Kshs. 10'1,429,314). After charging corporate tax of k1h1 t6,846,580 (

2O16l2OtT Kshs.60,629,970) the company registered a loss of Kshs. 714,812,617 (2016/2017 profit

of kshs 40,799,345).

Divide nds:

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

Directors

The members of the Board of Directors who served during the year are shown on page 6. ln

accordance with clause 10.l of the Company's lVemorandum of Association the directors are

nominated by the shareholders.
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Auditors:

The Auditor General is responsible for the statutory audit of the Company In accordance w1h
Article 229 of the Constitution of Kenya and the pu'btlc Audit Act 2015 for if', y.rr ended June
30,2019.

By order of the Board

t

t.

SOLOMON AWINO OKEYO

Company Secretary

Date:
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Companies Act ano sectron ar?ilre ilbli.Err''rce Management Act,2012 require require the

Directors to prepare frnancial statements in respect of the Company which give a true and fair view of the

state of affairs of tre compinv at the end of il-re financial year and the operating results of the company

for that year. The Directors ire also required to ensure that the company keeps proper accounting

records which disclose with reasonable accuracy the financtal 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 of the company for and as at the end of the frnanctai year ended on

June i0, 201g. m'rs responsibility includes: (i) maintaining adequate financial management

arrangements and ensuring that these continue to be effective throughout the reporting period; (ii)

maintaining proper ...orniing records, which disclose with reasonable accuracy at any time the

financial posiiion of the Company; (iii) designing, implementrng and maintaining internal controls relevant

to the preparation anJraiipresentitibn of ihe f]nancial statements, and ensuring that they are free from

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

selecting and applyinj appropriate accounting policies; and (vi) making accounting estimates that are

reasonable in the circumstances.

The Directors accept responsibility for the Company's financial statements, which have been prepared

using appropriate accounting policies supported by reasonableand prudent judgements and estimates, in

conformity with lnternaticnai Financial Reporting Standards ilF€s) and rn the manner required by the

companies Act and pFM Act, 2012. The Dirictors are of the opinion that the company's financial

statements give a true and lair view of the state of Company's transactions during the financial year ended

^^,^ ---, -r rL^ r\^*^^^.,'a {inanaiot nneirinn ae al that r-late The Directors furthef Confifm the
JUrlg JU, ZV lO, dl lU Ul I'l ls uul I lyqr ry o rrrrqr rvrqr Pvvirrvi

completeness of the accountrng'records maintained for the company, which have been relied upon in the

^,^^ararian n{ rha nnmnanv'q financiel statements as well as the adequacv of the systems of internal
Pl gPcll atrvrr vr !rru vvrt'|us", - ""-.'

financial control.

Nothing has come to rhe attention of the Directors to indicate that the company will npt remain a going

conc.r-n for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Company,s financial statement were approved by the Board of Directors on September 27,2018

and signed on its behalf bY:
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON AGRO.CHEMICAL AND FOOD
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Agro-chemical and Food
Company Limited set out on pages 29to73, which comprise the statement of financial
positaon as at 30 June 2018, and the statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows and
statement of comparison of budget and 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, section 35
of the Public Audit Act,2015 and the Companies Act, 2015. 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, 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 Agro-chemical and Food Company Limited as at 30
June, 2018, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Companies Act, 2015.

Basis for Qualified Opinion

1. Cash and Cash Equivalents

The statement of financial position for the year ended 30 June 2018 indicates that the
cash and cash equivalents balance was Kshs.224,189,674. However, there were
unpresented cheques totalling Kshs.362,140 that had not been presented for payment
for a period of six months and therefore were stale. Further, the bank confirmation
certificate for National Bank account number 01020000782600 had an amount of
Kshs.25,011,145 while the bank statement reflected a figure of Kshs.25,440,345 as
at 30 June 2018 leading to an unreconciled variance of Kshs.429,200. ln addition,
there were unidentified direct bank deposits of Kshs.1 ,396,050 in the bank statements.

Consequently, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.224,189,674 could not be ascertained as at 30 June 2018.

Report ol'the Auclitor-Generul on the Finunciul Slutements of'.4gro-chemicul und Fotxl Companv Limited lbr the

veur ended 30 .lune 20 I I

Promoting Accountability in the Public Sector
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2. lnventories and Work in Progress

The statement of financial position for the year ended 30 June 2018 indicates that the
inventories and work in progress balance was Kshs.326,171,435. However, a
comparison of the stock quantities in valuation report used in the preparation of the
financial statements and the actual physical stock count sheets revealed
discrepancies of the stocks as shown below:

Rcgtrl of'the Autlitor'-Gcnerul on lhe Finunt'iul Slutcmant.s ol'.4gn>c'hemic'ul und Ftxttl Crtnrpunv Limitctl litr thc
veur cndccl 30 .lune 20 I 8
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Stock Count
Sheets

(Quantities)

Financial
Statements

Valuation
Report

(Quantities)

Variance
(Quantities)

Unit
Value

(Kshs)

Total
Value

(Kshs)

Long-neck 250m1
glass bottles type
qeneric

226,374 274,939 (48,s65) 13.90 (675,054)

Ropp metallic caps
size 29mm

140,800 172,384 (31,s84) 2.69 (84,961)

3ply brown
corrugated printed
colour carton

7,575 21,066 (13,491) 47.00 (634,077)

Polythene liners
620mm

36,833 38,574 (1,741) '16.1 3 (28,082)

500m1 natural bottle
with caps and plug

3,154 4,002 (848) 11.73 (e,e47)

Sltr jerrican with caps
and oluq

'1,625 2,794 (1,16e) 44.05 (51,494)

Brown carton size
272x150x352mm

8,786 9,872 (1,086) 35.51 (38,564)

Carton - 1Oko ADY 2.250 2,343 (93) 38.39 (3,570)
Jerrican - white
plastic - printed
furaha

1,044 1,081 (37) 315.00 (11,655)

Printed use by labels 20.000 56,639 (36,63e) 0.65 (23,815)

Silicon deformer 23,800 24,290 (490) 566.25 (277,463\
Di-ammonium
phosphate

9,225 9,825 (600) 110.31 (66,186)

Magnesium sulphate 1,400 1,728 (328) 34.97 (11,470)

Sodium chloride 20.300 20.900 (600) 17 24 ( 10,344)
Urea 17,800 1 9,1 00 ( 1 ,300) 43.1 6 (56,108)
Copper sulphate 50 61 (11) 348.05 (3.829)
Potato starch 3,275 3,425 (1 50) 140.01 (21.002\
Formalin 170 177 (7\ 73.12 (512\
Zinc sulphate 150 160 ( 10) 85.00 (850)
Sodium carbonate 5,700 5,720 (20) 26.43 (529)
Maize starch 3,000 3,1 50 (1 50) 73.97 (11.096)
Flocculants 480

3,885
620 (140) 594.80 (83,272\

Nitric acid 3,963 (78) 59.55 (4,645)

Caustic soda pearls 2,175 2,625 (450) 89.49 (40,271)
Total (2,148,7941
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Stock take records for molasses that had a value of Kshs.65,787,480 as at 30 June
2018 were not availed for audit review and items of chemicals valued at
Kshs.5,440,148 and included in the valuation reports could not be traced to the stock
take sheets provided for audit review.

Under the circumstances, the accuracy and completeness of the inventories and work
in progress balance of Kshs.326,171,435 could not be ascertained as at 30 June
2018.

3. Receivables

The statement of financial position for the year ended 30 June 2018 indicates a
receivables balance of Kshs.405,123,715. However, despite an increase in
receivables from Kshs.313,281,903 as at 30 June 2017 to Kshs.405,123,715 as at 30
June 2018. The provision for bad and doubtful debts remained the same at
Kshs.65,164,432. Further, an aged analysis of debtors as at 30 June 2018 was not
availed for audit review. ln addition, Note 18 to the financial statements indicates that
trade debtors were Kshs.288,188,640. However, the schedule availed to support this
amount had a total figure of Kshs.213,590,483 resulting into an unexplained variance
of Kshs.74,598,156.

Consequently, the accuracy and completeness of the receivables balance of
Kshs.405,123,715 could not be ascertained as at 30 June 2018.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). ! am independent of in accordance with ISSAI 30 on Code
of Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and
in accordance with other ethical requirements applicable to performing audits of
financial statements in Kenya. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

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

Emphasis of Matters

1. Budget Performance

The comparison of budget against actual amounts is shown below:

Report of the Auditor-General on the Financial Stotements ofAgro-chemical and FoodCompany Limited.for the
yeor ended 30 June 2018

3



v

Revenue Budget Actual Variance Variance

(Kshs) (Kshs) (Kshs) Yo

lncome 2,280,004,000 699,499,423 1,580,504,577 69o/o

Cost of sales 1,474,547,000 797,900,079 676,646,921 460/0

Gross Profit 805,457,000 (98,400,656) 903,857,656 112%

Expenses

Administration
expenses

360,346,000 215,813,550 144,532,450 40Yo

Depreciation 135 697,000 108,221,241 27,475,759 2Oo/o

lnterest on
loans

275 657,000 275,530,591 126,409 1Yo

Taxes 0 16,846,580 (16,846,580)

Total
Expenditure

771,700,O0O 616,41 1 ,962 155,288,038 21o/o

Surplus 33,757,000 1714,812,6181 748,569,618 2218o/o

The company's poor performance is attributed to lack of key raw materials. ln the
previous year there was a surplus on revaluation of assets of Kshs. 281,775,563. The
decrease in sales does not match that of cost of production because of increasing
purchase prices that the company cannot be able to transfer to its customers due to
the market dynamics.

2. Materia! Uncertainty Related to Going Concern

The Company reported a net loss of Kshs.714,812,617 in the year ended 30 June
2018. The accumulated deficit increased from Kshs.6,815,525,338 as at 30 June 2017
to Kshs.7,530,337,955 as at 30 June 2018. The current liabilities of
Kshs.9,482,116,545 also exceeded current assets of Kshs.1,563,896,190 by
Kshs.7,918,220,355 as at 30 June 2018. This situation indicates that the company is
facing financial challenges. Therefore, the financial statements have been prepared
on a going concern basis on the assumption that the Company will continue to receive
financial support from the Government and creditors.

REPORT ON COMPLIANCE WITH LAWFULNESS AND EFFECTIVENESS IN USE
OF PUBLIC MONEY

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
I confirm that, nothing has come to my attention to cause me to believe that public
money has not been applied lawfully and in an effective way.

Basis for Conclusion

My responsibility is to express a conclusion based on the review. The review was
conducted in accordance with ISSAI 4000. The standard requires that I comply with
ethical requirements and plan and perform the review so as to obtain limited

vaur tnded 30 ./unt, )() lsi
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assurance as to whether the activities, financial transactions and information reflected
in the financial statements are in compliance, in all material respects, with the
authorities that govern them.

A review is limited primarily to analytical procedures and to inquiries, and therefore
provides less assurance than an audit. I have not performed an audit, and,
accordingly, express my conclusion in the form of limited assurance, which is
consistent with the more limited work I have performed under this compliance review.

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

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND
RI SK MANAGEMENT SYSTEMS

Conclusion

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the procedures
performed, I confirm that, nothing has come to my attention to cause me to believe
that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

My responsibility is to express a conclusion based on the review. The review was
conducted in accordance with ISSAI 1265. The standard requires that I plan and
perform the review so as to obtain limited assurance as to whether effective processes
and systems of internal control, risk management and governance was maintained in
all material respects.

The matters reported are limited to the deficiencies identified during the audit that I

have concluded are material to be reported. I have not performed an audit, and,
accordingly, express my conclusion in the form of limited assurance, which is
consistent with the more limited work I have performed under this review.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Companies Act, 2015, 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, adequate accounting records have been kept by the Agro-
chemical and Food Company Limited so far as appears from the examination
of those records; and,

Report d'the Auclitot-Generul on the Finunciul Stutement.s ol Agro-c'hemic'ul und Food Compunt Lifttitcd.li)r lhe
y'cur cncled 30 ,lune 201 il
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The Agro-chernical and Food Company Limited financial statements are in
agreement with the accounting records and returns.

Responsibilities of Management and Those Charged with Governance

Management is respclnsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards 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.

ln preparing the financial statements, management is responsible for assessing the
projects ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
the management either intends to liquidate Agro-chemical and Food Company Limited
or to cease operations, or have no realistic alternative but to do so.
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.

ln 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 money is
applied in an effective manner.

Those charged with governance are responsible for overseeing the Agro-chemical
and Food Company Limited financial reporting process, reviewing the effectiveness
of how the entity 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.

Auditor-General's Responsi bi lities for the Aud it

The audit objectives 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
lSSAls will always detect a material misstatement 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.

vcur anlad 30 ./trna )0l,\
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ln addition to the audit of the financial statements, a compliance review is planned and
performed to express a conclusion with limited assurance as to whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them 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. The nature, timing and extent of the
compliance work is limited compared to that designed to express an opinion with
reasonable assurance on the financial statements.

Further, in planning and performing the audit of the financial statements and review of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal control would not necessarily disclose all matters in

the internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or 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 its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the Agro-chemical and Food Company Limited policies and procedures may
deteriorate.

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

o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the management.

Rcprtrt o/'thc,.luclitor-Generul on the Finunc'iul .Stulements of .-1gnrc'henric'ul uncl Frxxl('ompunl'Limited,lbr lhe

-l'aur eruletl 30,lunc 201,\
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o Conclude on the appropriateness of the management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Agro-chemical and Food Company Limited's ability to continue as a going
concern or to sustain its services. lf I conclude that a material uncertainty exists, I

am required to draw attention in the auditor's report to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify my
opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause Agro-chemical
and Food Company Limited to cease to continue to sustain its services.

a Evaluate the overall presentation, structure and content of the financialstatements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of Agro-chemical and Food Company Limited to express an
opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

I 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 control that are identified during the audit.

I also provide management with a statement that I 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.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

31 December 2018

"r'cur enclad 30 ./trna )0l,\
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ANNUAL REPORTS & FTNANCIAI. STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

AL
-FAGRO.CHEMICAL AND

FOOD COMPANY LTD.

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 3OTH JUNE 20I8

Notes
20I 8
Kshs

Soles / Turnover
Goin/(Loss) on Disposol of non
,finonciolosets
Other lncome

20,17

Kshs

6

7

I

615,924,689 1,335.516,279

(698,500)

27,202,769
1,372,000

351.519,999

TOTAL REVENUES

OPERATING EXPENSES

Cost of Soles
ROministrotive costs

Selling ond Administrotion Costs
Depreciotion of property, plont ond
equipmenl
Armotizotion of intongible ossets

rornl dpEhnI nib rxpsruses

Finonce lncome
-ll-inonce Costs

-PROFITSI GOSS)
INCOME TA)(
Toxotion Previous yeor
loxotion Current yeor

TOiAL ir,rc6nE'IAx

r Nei Profit I tiittl5r rox-: "-'l----.'---: '- --.

29 lPage
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I
l0

IJ

ls (A)

l5

12

t3

14

I4
86,520

16,,760,060
34,584,988
26,O44,982

791,674;162

216.442,495

6,225.917

102.77 4,804
5,Mb,4b7

1,066,740,7 57
223,683,294

6,412,124

101,981,912

5,997,357

1,122,563,815 I /404,81 5,444

57,070,465
)t 4,qot,6as

79,959,016

262,271,031

I0l,2g0,glu

60,629,9@
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ANNUAL REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OIH JUNE 2018

20y'?91?

KSHS

(12 Months)

z440:586p34

7.461,959 ,

326,171,4i5

405,123,715

608,41 1.367

224,189,674

AGRO.CHEMICAL-AND

TOOD COMPANY LTD.

nt6-2017
KSHS

(12 Months)
nssers

NO_N-CUFBEN-rIEER

Property; Plont ond EquiPrnent

lntongible Assets.

CURRENT ASSETS

lnventories ond Work ln Progress

Receivobles

Short Term Deposits

Cosh ond cosh equivolents

TOTAL ASSEIS

Shore Copitol

Copitol Reserves

Accumuloted deficit

TOTAL EQUIV

LIABILITES

CU RRENT LI ABILITI ES

Trode ond Other Poyobles

Provisions

Loons

Tox Poyoble
' t\}lAt-- til r-\lll-t Fl+ EO

iOTAL EQUIryAND LIABI LI NES

lVr. Ashok Agrowol
Resident Director
And Chief Executive

t5(A)

l6

NOTES

t7

'18

t9

20

2l

?,52!,2:*:957
r3e09rqe6

' 
2u,7a;,iii
313,28,1,903

987,557,905

48,Ae,Ofi

r,563,896.1 90 r,614,005,959

4,011,9M,184 4,152,183,2.l3

60,000,000

2,ffi,165,5U2

o.530,337.95s)

fl'qP.,ooo
2000,165,592

(6,81552s,

(4,7s53s,741)(5,47O,172,3U)

23

2t

25

26

3U,737,418

23,718,252

o n-7, AA2 1q)

20,798,723

u,371,203

25,7%,U9

8.7C7,331,&2

30,083,644

8,%7,542,958

4,011,944,)81 4,152,183,211

Ihe flnonciol stotements were opproved by the Boord on September 25, 2018 ond signed on its beholf byl

Mr Richord Aiyobei

Choirmon of the Boord
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ANNUAL REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OIH JUNE 2018

(DAGRO.CHEMICAT AND
FOOD COMPANY tTD.

Stqtement of Chonges in Equity

** Revoluotion reserve relotes to the revoluotion surplus of fixed ossets done over o
period of time,

For the yeor ended 30th June 2Ol 7

Shore

Copitol
Revoluoiion
Reserve..

Revenue
Reserves Totols

Asot lst July20l6

Profit for the yeor

Revoluot ion Reserve Goin

As ot 30th June 2017

As ot I st July 2017

Profit for the yeor

As ot 30lh June 2018

(Kshs)

60,000,000

(Kshs)

1,718,390,029

281,775,563

(Kshs)

(6,57 4,549,120)

40,799,345

(281,775,563)

(Kshs)

(4,796,159,091)

40,799,345

60,000,000 2,000,165,592 (6,8 r 5.525.338) (4,755,359,746)

60,000,000 2,000,165,592 (6,8r5,525,338)

(714,812,617)

(4,755,359,746)

(714,812,617)

60,000,000 2,000,'165,502 (7,530,337,955) (5,470,172,363)
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ANNUAL REPORTS & FINANCIAL STATEMENTS

FORTHE YEAR ENDING 3OIH 

'UNE 
2018

STATEMENT OF CASH FLOWS FOR IHE YEAR ENDED 3OIH JUNE 2OI8

saieMiNi or casxitoWs ron vrln rl.toso sorx .,ur'lr zot e

AGRO.CHEMICAL AND

FOOD COMPANY LTD.

,
201 8

KSHS.

C

2017

KSHS.

Cosh Generoted from / (Used in) Operotions

28

26

(r 58,585,4s3)
Cosh from operotions
lnelnterest poid
Dividends poid
Toxotion Poid

19,914,872

(26,044,982) ( 13,787, 153)

NelCo*r genelobdlrom / ruleq ln) operollng ocllvtlles (r84,630,4I4)

INVESTMENT ACIVITIES

furchose of osets
purCnoie ot tniongiole A.$eis

Disposol of Aset - Soles Ploceeds

l5(A)
16

(r9,404,481)

6, 27,719

614,000

(48,946,866)

2,687,W

I{elCq*r generobd from / ln) lnveCing ocllvlller

FINANCING ACTIVITIES

Repoyment of Loons

(l

2s(B)

, wFowl

(150,000,000)

Net Cd*r generoled frun / (tbd ln) lhonclng oEftrilos

Net lncreose/(decreose) in cosh ond cosh equivolents(o+brc)

Cosh ond cosh equivolent ot the beglnning of the yeor

Cosh ond cosh equivo lent ot the end of the Yeor

(20s,420,895)

1,A36,A21,922

20(c) 832,601,027

o$,mp)
(r90,r32,147)

1,726;i34,069

1,036,021,922
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ANNUAT REPORTS & FINANCIAT STATEMENTS
FORTHE YEAR ENDING 3OTH JUNE 2018

(DAGRO.CHEMICAT AND
FOOD COMPANY tTD.

SIAIEMENI OF COMPARISON OF BUDGEI AGAINST ACIUAI AMOUNUTS FOR THE YEAR ENDED 3OTH JUNE 20I8

An explanation of material differences between Budget and actual is as summarized below:

a) Sales
During the current year, the Company faced a problem of acute shorlage of molasses coupled with
an influx of cheap alcohol in the market. Thiis led to the low production-and sale of alcohol
compared to budget as a result of the closure of the alcohol planmt for 1g2 days.

b) Profit on disposal of fixed assets
The Company did not achieve the budeget on disposal of fixed assets as a result of non disposal of
assets earmarked for dispoasl an the bids were non responsive.

c) Contract bottling
During the year 201612017, the Company entered into a contract with EABL for packaging
compunded spirit on their behal at the ACFC spirit bottling plant. However, during tne yeai
201712018, EABL terminated the contract due to change in startegy hence the material difference.

Budoet Acluol Outcome Performonce Difference )erformonce % Remorks
SALES

ON SALE

2,137,240,Un 615,924.689 ( r.52t.3r 5,3 I I l -71% Unfovourbte
ASSEIS 2.sm,000 (698,500' (3, r 98.5001 1287" Unfovourble

INTEREST ON ME & FIXED
RENT

52.000,000 57.070.46 5,070,465 109 Fovouroble
EMPLOYEES 7.000.000 6.852,55r (1 47.449',

MNSCELLANEOUS t0.2m.m0 r 9.58 I .650 9.38 r .650 92% Fovouroble
BOITLING 71,064.m0 /68.568 (70.295,432\ -9E/. Unfovourble

Ail 0m ,423

sol€s

Solorles,
913.722,ffi 548.5/5.360 Ujs,14b.639.62 ffi"

Benefits 324.771.Afi 2U.4]p.523 80.761 .477.k FovouroblePlont & Other Overheods 86.026.0m $,26f,162 80 Fovourobleond Distribution 6.92 r . C0C 6,225.917 695,083.49 gry, Fovouroble
Excise

r 26.000.000 36,356,4m m FovourobleControct Bottl I 7. 1 07.000 12.049 I 7.094.95r.m w.il 0 (93,539,332) 332. r r

0
Ar. cosr / DIRECI |,474,547,ON 797,900,079 il%

805.457.tm (98.400.655')

360.346.m 21 5,8 1 3,550 r44.532,450,31 ffi Fovourobleon I 35.69/,0m 1M,221.241 27 .00 qtr/" Fovouroble
ON LOANS 275.657.$n 275,530,591 126.4@.32 tm%

NON TAX PREVIOTJS 0 t%.520
NON TAX FOR C YEAR 0 16.7&.W (r6,760,060.m]

771,7m,0fi 616,41I ,961 I 55,288,039 80"2

3:],7r.Im o11.812.617\ 7,6,$9,617)
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AGRO-CHEMICAL AND

FOOD COMPANY TTD.

E TO ct TEM THE Y ENDED TH E 201

GENERAL INFORMATION

Agro Chemical and Food Company Limited was incorporated under the Kenyan Companies Act

Cip aB6. The address of its registered office is as follows:

Registered Otfice

Jeevan Bharati Building

7tn Floor, Harambee Avenue

P.0, Box 41175 -00100
Nairobi, Kenya

Telephone 020-2230083

Principal place of Business

Muhoroni Factory

lvluhoroniTown

P.0. Box 18-40107

Ir/luhoroni, Kenya

Telephone +254 020 233402011

Principal Activities

r'- ^--^,^^-.. --^,J,,^^^ E-+"a t\rn,,rrat Qnirir Vaarta ttilathvlatod Snirit lndr rstrial lf/ethVlatgd
llle \-/Ul llpdl ly PIUUUUt D l-Atlcl l\'EU(r(rr \'Prrrt' r\vrrru rrrvt' -r"''r" r

Spirit, Actrve Dry yeast and fresh Wet yeast from sugar cane molasses for both local and expotl

--^-r.^r^ TL.^ ^an^^n,, olcn nrndrrnr:c hnttlod c.nir.its and carhon diOX.idg.tllal l19t5. I llu uul llP'11 ly alou Pl \Julrvuo uutrruu uPrr rru

2 STA ENT OF COMP IANCE AND IS OF PREPA RATION

Statement of ComPliance

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of propeny, plant and equipment,

marketable securilies 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 lnternational Financial Reporting
'Standards 

(IFRS) allows the use of estimates and assumptions. lt also requires management to

exercise judgement rn the process of applying the entity's accounting policies.
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ANNUAT REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

EW RE
STANDARDS

(DAGRO.CHEMICAT AND
FOOD COMPANY [TD.

NOTES TO THE F|NANC|AL STATEMENTS (Continued)

SUMMAHY 0F stcNtFtcANT AccouNTtNG poltctES (continued)

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the entity

The financial statements have been prepared in accordance with the Company Act, pFM Act, the
State Corporations Act, and lnternational Frnancial Reporting Standards (IFRS). The accounting
policies adopted have been consistenily applied to all the yeari presented,

Going Concern

The company made a loss after tax of Kshs. 714,812,617 (201612017:profit of Kshs. 40,7gg,345)
during the year which was added to accumulated losses toiallint Kshs. 7,530,337,g55 (201612011
6,815,525,338)' ln additton,-the Company was in a net cunent tiioitity poiition of Kshs.
7,91 ,822,035 (201612017: lGhs. 7293,536,999). These and other conditions indicate doubt as to
the going concem status of the company. Management has put in place il'.re rof ro*ing to address
the situation:

o Presented the Company restructuring proposal to the parent Ministry and National Treasury
to restructure the Company balance sheet.

' lnvested in new projects like Extra Neutral Spirit, Carbon dioxide and Compounded spirits to
improvethe prolihbility of the Company.o lnvested in the bio gas driven boiler to reduce the cost ol energy and fuel used in the boiler.o lntroduced austerity measures which have led to reduced costs.o Prudent management of excess funds and investing the same in interest earning deposits.o Utilized internally generated funds to finance its acttvities and investments as opposed to
external borrowings.

Based on the above, the directors believe that the company will continue in operational existence
for at least 12 months from the date of these financial statements. The directors believe that it is
appropriate to prepare the C-ompany's financial statements on a going concern basis, which
assumes that the Company will continue to meet its obligations as they fall due in the foreseeable
future.

3,
FI

i) Relevant new standards and amendments to published standards effective for the year
ended June 30, 2018.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
'suunJllnv 

oF SIGNIFICANT ACCOUNTING PoLlclEs (continued)

AGRO-CHEMICAI AND

FOOD COMPANY LTD.

lmpact .Etfective dateto

a standard

model to be applied to allcontracts with customers'

The five steps in the model are as follows:

. ldentity the contract with the customer

. ldentify the periormance obligations in the

contract
. Determine the transaction Price

. Allocate the transaction price to the

performance obligations in the contracts

. Recognise revenue when (or as) the ent'tty

satisft es a performance obligation.

Guidance is provided on topics such as the point in which

revenue is recognised, mcotrnting fu variable

consideration, costs of fulfilling and obtaining a contract

and various related matters. New disclosures about

revenue are also introduced.

(The application ol this ammdrnai has been adopted by

the CompanY)

IFRS 15 Provides a single, principles based five-steP
Applicable to an

entity's first

annual IFRS

financial

statements for a

period beginning

on or after 1

January 2018

IFRS 15: Revenue

Contacts with Customers

(lssued 28 MaY 2014)

from

The interPretation addresses

transactions oi partS of trdnsacti0trs 
-wtTsre:

. there is consideration that is denominated or

priced in a foreign currency;

. the entity recognises a prepayment asset 0r a

deferred income liability in respect of that

consideration, in advance of the recognition of

the related asset, expense or income; and

. the prepayment asset or deferred income

liabilitY is non'monetary.

The lnterpretations Committee came to the following

conclusion:

The date of the transaction, for the purpose ot

determining the exchange rate, is the date ol

currency

a

foreign

initial of the

lppllcalle t9
annual reporting

periods

beginning on or

after 1 JanuarY

201 8

lFBlQ2Z Eorci gn Ql rlqncy

Transactions and Advance

Consideration

(/ssued 8 December 201 6)
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ii)

AGRO-CHEMICAL !,T.I I-)

FOOD COMPAN'r TTU

prepayment asset or deferred inconle iit5r r'

Jth
{EEP

a lf there are multiple payments
advance, a date of transaction is
each payment or receipt.

or receipis ir

established for

(The application of this amendment has been adopted by
the Company)

New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 2018

Disclosure lnitiative
(Amendments to tAS 7)

(lssued 29 January 2016)

Effective for

annual periods

beginning on or
after 1 January

2017

financial statements to evaluate changes in liabilities
arising f rom f inancing activities.

(The application of this amendment has been adopted by
the Company)

Amen ds Statement CashofIAS 7 toFlows thatclarify
sentities hall rovide disclosu resp that eenabl ofusers

'Revenue from Contracts with
Customers'

(lxued 12 Aprit20t6)

Claifications to IFRS 15 Effective for

annual periods

beginning on or
after 1 January

201 I

Customers to clarify three aspects oi the standard
(identifying performance obligations, principal versus
agent considerations, and licensing) and to provide some
transition reliel lor modified contracts and completed
contracts.

(The application of this amendment has been adopted by
the Company)

Amends IFRS 1S Revenue from Contracts with

AmendmenUlnterpretation to
a standard

Etfective date lmpact

(lssued 13 January 2016)

IFRS 16: Leases Applicable to

annual reporting
periods beginning

on or after 1

January 201 9

measure, present and disclose leases. The standard
provides a single lessee accounting model, requiring
lessees to recognise assets and liabilities for all leases
unless the lease term is 12 months or less or the
underlying asset has a low value. Lessors continue to
classify leases as operating or finance, with IFRS 16,s
approach to lessor accounting substantially unchanged
from its predecessor, IAS 17.

(The application of this amendment has been adopted by
the Company)

IFRS 16 specifies how an I FRS reporter will recognise,

3TlPage
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AGRO-CHEMICAL AND

FOOD COMPANY LTD.

income tax treatments under IAS 12 lt specilically

considers:

. Whether tax treatments should be considered

collectivelY

. Assumptions for taxation authorities'

examinations
. The determination of taxable profit (tax loss)' tax

bases, unused tax losses. unused tax creoits

and tax rates

. The effect of changes in facts and circumstances

(The apptication of this amendment has been adopted by

the

Ataxablon olatietermrndtheaddressesretationTh rnterp
taxunusedOSSES,taxunusedbasestaxit loss)prol (tax

0verrea IS uncertaith ntywhe nt.v rates,reditsc and

Applicable to

annual rePorting

periods beginning

on or after 1

January 201 9

lncome Tax Treatments

(/ssued 7 June 2017)

IFRIC 23: UncerlaintY over

The Directors do not plan to apply any of the above until they become effective' Based on their

assessment of the pcrtential impact of application of the above, they do not expect that there will be

a significant impact on the company s financial statements'

There were no new and revised lFRs that were eflective in the current year that had an impact on

the amounts reported in these financial stalements'

4 APP LICATI OF NEW AND

ST DARDS (IFRS)

iii) Early adoPtion of standards

The company did not early-adopt any new or amended standards in the year 2018'

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue Recoonition

Revenue is recognized to the extent that it is probable that future economic benefits will follow

the company ancl the revue can be reliably measured. Revenue is recognized at the fair value

of consideration received or expected to be received in the ordinary course of the Company's

activities net of value added Tax (VAT), excise duty and discounts where applicable and when

specific criteria have been met for eacrl of the company's activities as describe below:

5.

38 lPane
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ANNUAT REPORTS & FINANCTAI. STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

(EAGRO-CHEMICAL AND
FOOD COMPANY TTD.

NOTES TO THE F|NANC|AL STATEMENTS (Continued)
SUMMARY 0F stcNtFtcANT AccouNTtNG poltctES (continued)

i) Revenue from sate of spirits, yeast, carbon di-oxide and compounded spirits are
recognized in the year the Company delivers products to the customer, the customer
has accepted the products and collectability of the related receivables is reasonably
assured.

ii) Finance lncome comprises interest recievable from bank deposists and is recognized in
profit and loss on a time proportion basis using the effective interest rate method.iii) Rental income is recognised in the income stitement as it accrues using the effective
rental agreement.

iv) Other income is recognised as it accrues.

b) Propertv plant and Equipment

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

Certain categories of roperty plant and equipment are subsequenfly canied at re-valued
amounts, being their tak value at the date of re-valuation less any su'bsequent amumu;ated
deprecation and impairmanent losses. Where re-measuremnt al re-valued amounts is desired,
all itemas in an asset category are re'valyued at periodic interuals usually ,ttri ti6 years by
independent exterbnal valuers. The basii of valuation is depreciated reph;;ent cost. Theproperty plant and equipment were revalued during the cunent financial year by an
lndependent valuer Ms. Lloyd Masika on June 80, 2017.

lncreases in the carrying amount arising on revaluation are credited to the statement of
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 or loss in the income statement.

Gains and losses on disposal of items of property, plant and equipment sre determined by
comparing the proceeds from the disposal witl'r the net carrying amount of the items, and are
recognized in profit or loss in the income statement.

c) Depreciation and impairment of property, plant and equipment

Freehod land and capital work in progress are not depreciated. Caiptal works in progress
relates mainly to costs of ongoing but incomplete works on buildings and other civil works and
installations.
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Tangible property, plant and equipment are depreciated in the year of acquisition and no

prov'ision ior depieciation is provided for in the year of disposal.

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

straight-line basii to wrrte down the cost of each asset or re-valued amount to its residual

valui over its estimated useful life. The annual rates used are:

Leasehold Land 1.05%

Buildings 2'57o

Plant&Machinery 40oto

lnstrumentation & cooling units 4'07o

lr/otor Vehicles 12.57" for re-valued items and

25.}Yo lor additions thereafter

Computers 33.07" for re-valued assets and

25,0o/" for additions thereafter.

Furniture and lixtures 15% for re-valued assets anci

10% for addilions thereafter

Items of property, plant and equipment are reviewed annually for impairment. .where 
the

carriying ,rornioo an asset is assessed as greater than the estimated recoverable amount

,nO ln irpairment loss is recognized so thal the asset is writtem down immediately to its

estimated recoverable amount.

lntangible assets comprise the purchased computer software licences which are capitalized

on th6 basis of costs incurred to acquire and bring to use the specific

software. These costs are amortized over the estimated useful life of the intangible assets

from the year they are available for use usually over three years.
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e)

Amortization is calculated on the straight-line basis over the estimated useful life of
Computer Software of three years.

All Computer software is reviewed annually for impairment, Where the carrying amount of
an intangible asset is assessed as greaier than its estimated recoverabie amount, an
impairment loss is recognised so that the asset is written down immediately to its estimated
recoverable amount,

f) lnventories

Finished alcohol and yeast are stated at the lower of production cost and net realisable
value calculated on "average" basis. Production costs comprise expenditure direcly
incurred in the manufacturing process and an allocation of normal production overheads
attributable to the process. Net realisable value represents the estimated selling price less
all estimated costs of completion and costs to be incurred in marketing, selling and
distribution.

Spares, chemicals and consumable stores are stated at cost. Costs are calculated on
weighted average basis and include direct purchase cost, insurance, freight and other
incidental costs.

g) Trade and other receivabtes

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 einausteo.

h) Taxation

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered or paid to the tax authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantially enacted, at the reporting
date in Kenya and generally taxable in income. Taxation is provided on the'basis of the
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results for the year as shown in the financial statements, adjusted with the tax legislation.

Current corporate tilx rate is 30.0o/o on adjusted profit. There is no tax liability perlaining to

the business income in view of losses available for carry forward of Kshs. 5,786,999,566

(201 6/201 7 5,072,186,949).

Taxation on the irrterest income and rental income as separate sources of income have

been provided at 30%.

i1 Deferred tax

Deferred tax liability is provided using the liability method on temporary differences between

the tax bases of assets and liabilities and their carrying values for reporting purposes at the

reporting date. Currently enacted tax rates are used to determine deferred tax' Deferred tax

assets are recognised only to the extent that it is probable that future taxable profits will be

available against which temporary timing differences can be utilised'

1; Cash and cash equivalents

Cash and cash equivalents compreise cash on hand, cash at bank, short term deposits on

calla nd high liquidity rnvestyments with an original maturity of three months or less, which

are readilyiconverluible to known amounts of iash and are subject to insignificant risk of

rhnnnoq in ,,,al1e Ban! accorrnt lr6.l6nces inchtde amounts held at the Central Bank of
ul rul lvwg rr I I urvv. !

Xenyi and various commercial banks at the end of the reporting period. For the purposes of

rhaco finanniat qratomcnts cash ancj cash eouivalents also include short term cash imprests
tt tuuv r lr

and advances to authorised public officers and/or institutions which were not surrendered or

accounted for ai the end of the financiai year"

k) Borrowinqs

I

I

i

i

I
t
i1

1

-i
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1I

1
ri
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lnterest bearing loans and overdrafts are initially recorded at fair value being received' net ol

issue costs associated with the borrowing, Subsequently, these are measured at amorlised

cost using 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,

including premiums payable of settlement or redemption are accounted for

on accrlal basis and ire added to the carrying amount of the instrument to the extent that

ih.y ur. not :settled in the period in r,vhich they arise. Loan interest accruing during the

construction of a project is capitalised as part of the cost of the project'
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l) Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost, which
is measured at the fair value of contractual value of tne consideration to be paid in future in
respect of goods and services supplied, whether billed to the entity oi not, less any
payments made to the suppliers.

m. Retirement Benefits 0bliqations

The company operates a defined contribution pension scheme for non-unionisable staff.

The staff retirement Benefit Fund was established on 1't February 1gB2 and was first held in
Kenya National Assurance Company (in receivership). lt was re-established on 1st October
1994 and held in lnsurance Company of East Afiica Limited and later transferred to
Employee Benefit Trustees Limited, i,its 

iubsidiary,,.

ln accordance with the requirements of the Retirement Benefit Act 1gg7, the conversion
approval by the Retirement Benefit Authority granted on 19tn Ju[ 2004 and on 30, June
2011, the Trustee.deed, Funds Management agreement, lnyestment policy agreement has
been complied with. The accounts for 2017 

-have 
been audited and iuOiritteO to the

Retirement Benelit Authority. The scheme had a total ol 124 members cornposed of 1M
active members and 20 deferred members. During the year, 9 members joined the scheme
while 6 members left the scheme. The scheme iunds-are managed independently of the
Company's assets by ICEA Lion Life Assurance while the scheme administrator is Minet
lnsurance Company,

The scheme is funded by contributions from the employees and the Company. The
employees contribute 10.0% of their basic salaries whiie ihe sponsor contributes 10.0%
which totals to 20.0o/" of the basic salary. The company's coniribution to the scheme is
charged to the income statement in the year to which they relate.

lh9 qompany and its employees also contribute to the National Social Security Fund
(NSSF). This is a defined contribution svheme registered under the National Social Security
Act.

The Company's contribution to the National Social Security Fund is limited tp specific
comtributions legislated from trime to time and is currently at Kshs. 200 per employee per
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month, The contributions are charged to the income statement in the year in which they

relate.

n Contract Gratuity

The co.mpany has a fixed term of service with some of the employees. A contract gratuity of

31% of the bisic per pay earned over the contract period is paid at the end of the contract.

The monetary liabllity'is accrued at the end of each year based on the completed period of

service.

o. Bonus heme

The company operates a bonus scheme for its employees. The bonus is payable on

achievement of annual performance targets and upon approval by the Parent Ministry and

The NationalTreasury.

p. Provision for staff leave

Employees' entitlements to annual leave are recognised as they accrue at the employees.

R provision is made for the estimated liability for annual leave not taken at the repofting

date.

q. Exchanqe rate differences

The accounting records are maintained in the functional currency oi the primary econontic

environment in which the entity operates, Kenya Shillings. Transactions in foreign

currencies during the yea/period are translated into the functional currency using the

exchange rates plevailing at the dates of the transactions or valuation where items are re-

,rrrrr-.d, Any ioreign elchange gains and losses resulting from the settlement of such

transactions and frori the translation at year-end exchange rates of monetary assets and

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

ruling exchange rate against the US$ was Kshs. 101'150 (year 2017

Kshs.103,7'1 17) as at the reporting date.
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r. Budget lnformation

The Company original budget for FY 2017-2018 was approved by the Board of Directors
and 

-subsequently 
approved !y tfre National Treasury on June, 2,'2017 in compliance with

the Section 11 of the Sate Corporations Act, Cap ++O and section q pirt 
1e;,'ot tn. rctrf

notice No. 93 on state corporations (performance contracting ) regulation 2004. The
Company did not have any additional appropriations and the bridget 

',,ias 
imptemented as

approved during the financial year,

The entity's budget is prepared on a different basis to the actual income and expenditure
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 , r.sh basis. The amounts in the financial
statements were r€cast from the accrual basis to the cash basis and reclassified by
presentation 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 prlsented in the statement
of comparison of budget and actualamounts.

ln addition to the Basis differenoe, adjustments to amounts in the financial stalements are
also made for differences in the formats and classification schemes adopted for the
presentation of the financial statements and the approved budget.
A statement to reconcile the actual amounts 

'on 
a compirable basis included in the

statement of comparison of budget and actual amounts and the actuals as per the statementof financial performance has been presented on Page on page 26 of these financial
statements.

s, Comparative fioures

Where necessary, comparative figures for the previous financial year have been adjusted to
conform to the changes in presentation in the current year.

t. Subsequent events

There have been no events subsequent 
fo !h.e 

financial year end with a significant impact on
the financial statements for the year ended June 30, 20i B.
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u. Assets held for sale

Non-current assets are classified as held for sale if their carrying amount will be recovered

through a sale transaction rather than continuing use. This condition is regarded as met only

when the sale is nighiy probable and the asset is available for sale in its present condition.

Non-current asset classified as held for sale are measured at the lower of the asset's

prer.rious carrying a.mount and the fair value less costs to sell.

v. Leases
Leases are classified as finance leases whenever the terms of the lease transfer

substantially all the risks and reward of the ownership to the company as the lessee' All

other leases are classified as operating leases

w. Companv as a lessor

Rental income from operating leases is recognised on the straight-line basis over the term of

the relevant lease.

x. Companv as a Lessee

Rentals payable under operating leases are charged to income on the straight-line basis

cver the term ol the r.elevant leaie Any payment required to be made to the lessor by way

of penalty, termination of leases before expiry of the lease period, is recognised in the year

in r,rrhinh tormination takes nlace.
ll I lll llvr

v. Borrowinq Costs

Borrowing costs that are directly attributable to the acquisition, construction or production of

a qualifying asset are capitalised as part of that asset. Other borrowing costs are recognised

as an expense in the period they are acquired'

z. Related Parties

The company regards a related parly as a person or an.entity with the ability to exert

control individuaily or jointly, or to eiercise significant influence over the Company, or vice

versa. Members of tey management are regirded as related parlies and comprise the

directors, the CEO and senior managers'
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The Government of Kenya and The Mehta Group are also considered related pafties bygovernment support and Management support respectively, '

aa.

Expenditure on research and expenditure is recognised as an expense in the period in
which it is incurred. Any internally generated intarigible asset arising from development
(or from the development phase oian.internal proj"ect) is iecognisei it ano only if, all
the following have been demonstrated:

' The technical feasibility of completing the intangible asset so that it will be available
for use or sale.

. The intention to complete the intangible asset and use or sell it;o The ability to use or sell the intangible asset;o How the intangible asset will generate probable future economic benefits.
' The availability ol adequate technical, financial and other resources to complete the

development and to use or sellthe intangible asset; and

' The ability to measure reliably the expenditure attributable to the intangible asset
during its development.

The amount initially recognised an intemally-generated intangible asset is the sum of the
expenditure incurred from the date when tne iitangible asset i'lrst meets ,..ognitio, criterialisted above. wh.,l9 no internally-generated Intangible asset can be recognised,
development expenditure is charged io profit or loss in tht feriod in which it is incurred.

, Financiallnstruments

The company classifies its financial assets into the following categories; Financial assets atfair.value through profit or loss account; loans ano receivaoies; ne[o-to-maturity investments;
and available for sale assets. Management determines the appropriate classification of its
investments at initial recognition.

FinancialAssets
The company classifies its financial assets into the following categories; Financial assets atfair value through profit or loss account; loans and receivaoirs; nrro-to-maturity investments;
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and avairabre for sare assets. Management determines the appropriate classification of its

investments at initial recognition.

Fjnancial Assets at fair value throuqh profit or loss

This category has two sub-categories: Financial assets held for trading and those

designated at fair varue througn protit or ross at inception. A financial asset is classified in

this category it acquired prin"cipally for selling in the short term or if so designated by

management.

Loans and receivablesee

ff. Loans and receivables

gg to mat tv

Held to maturity investments are non-cjerivative financiai assets v'ritii fixed oi'detei'minable

puyr.rtr anO iixeO maturities that management has the positive intention and ability to

'hoid 
maturity. Where a sale occurs other than an insignificant amount of held-to'

maturity.rr'.tr, tne entire category would be tainted and classified as available for

sale

hh Avai lable for sale fin ial assets

This category represents financial assets that are not;

(a) Financial assets at fair value through profit or loss

(b) Loans and receivables

Loans and receivabres are non-derivative financiar assets with fixed or determinable

payments that are noiqrot.O in the active market' They arise when the company provtdes

money, goods or pri.rt Jirectly to a debtor with no intention of trading the receivable'

Loans and receivabres are non-derivatrve frnanciar assets with fixed or determinable

payments that are not quoted in the active market. They arise when the company provides

money, goods or 5gri6t Jirectly to a debtor with no intention of trading the receivable'
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(c) Financial assets held to maturity.

Financial assets are initially recognized at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Financial assets are derecognized
when the rights to receive cash flows from the financial assets have expired or where the
company has transferred substantially all risks and rewards of ownership.

Available'for'sale financial assets and financial assets at fair value through profit and loss
are subsequently carried at fair value. Loans and receivables and- held-to-maturity
investments are carried at amortized cost using the effective interest method. Gains and
loss_es arising from changes in the fair value of 'tinancial assets at fair value through profit or
loss" are included in the income statement in the period in which they arise. Gains and
losses arisin$ from changes in the fair value of availa'ble for sale financial assets are
recognized directly in equity, until the financial asset is derecognized or impaired, at which
the cumulative gain or loss previously recognized in equity ii recogniz.O in th. income
statement.

ii. lmoairment

At each balance sheet date, lhe Company reviews the carrying amounts of its assets to
determine whether there is any indication that those assets have suffered an impairment
loss. lf any such condition exists, the asset's recoverable amount is estimated, and an
impairment loss is recognized in the income statement whenever the carrying amount of the
asset exceeds its recoverable amount. Where an impairment loss subseqriently reverses,
the carrying amount of the asset is increased to the revised estimate of its recoverable

amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognized for the asset in
prior years. A reversal of an impairment loss is recognized imme-diately in the income
statement, unless the relevant asset is carried at revilued amount, in which case the
reversal of the impairment loss is treated as a revaluation increase.

Restructurinq and rationalization provisions

Restructuring provisions mainly comprise termination payments and are recognized in the
period which the Company becomes legally or constructiv-ely committed to payment.

jj
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kk. Dividends

Dividends on ordinary shares are charged to equity in the period in which they are declared.

ll. Provisions

provisions were raised and management determined an estimate based on the information

available, An additional disclosure of these estimates of provisions is included in note 2'1.

provisions are made 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

etfect is materLl. The Company haJin place a bad clebt provision whele bad debts of over 5

years shall onty Oe written'off on the authority of the Board and shall be made only after all

ieasonable steps have been taken to recover the debt'

mm. ContinqentLiabilities

The Entity does not provide for a contingent liability but discloses details of any

contingencies in the notes to the financnl statements since probability is assumed as

possib-le and not payable unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote'

SIGNIFICANT JUDGEMENTS SOURCES OF ESTTMATION UNCEBTAINITY

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 reporling 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.

6
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Estimates and assumption

The key assumptions concerning the future and other key sources of estimation uncefiainty
at the reporting date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next fi-nancial year, iedescribed below.
The Entity based its assumptions and estimates on parameters available when the financial
statements were prepared. However, existing circumstances and assumptions about future
developments may ch_ange due to market chinges or circumstances arising beyond the
controlof the Entity. Such changes are reflected in the assumptions whenihei occur.

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators
to inform potentialfuture use and value from disposal:

' The condition of the Asset based on the assessment of expefts employed in the
entity.

' The nature of the asset, its susceptibility and adaptability to changes in technology
and process.

i' The nalure of the processes in which the asset is deployed.o Availability of funding to replace the assets.. Changes in the market in relation to the asset.

SPSAL NA THE

ln the process of applying the entity's accounting policies, management has made
estimates and assumptions that affect the reported amounts of aisets and liabilities within
the next financial period. Estimates and judgments are continually evaluated and are
based on historical experience and other factors including expectations of future
events that are believed to be reasonable under the circumstances.
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6. SALES/ TURNOVER

Spirit Soles

Corbon Dioxide Soles

Yeost Soles

7. GAINS / (LOSS) ON DISPOSAL OF NON FINANCIAL

ASSETS

Disposol of Motor Vehicles

8. OTHER INCOME

Rent poid bY emPloYees

Miscelloneous lncome
Controct Bottling
Revolucrtion SurPlus

9. COST OF SALES

Moteriols, EnergY ond Pocking

Direct Solories, woges ond benefits

Plont Mointenonce ond other Foctory overheods

Excise Duty

EABi Controct Bottling ExPenses

Stock odjustments

615,924,689 I,335,5.l6,279

AGRO.CHEMICAL AND

FOOD COMPANY LTD.

454,569,357

2,38.l,187

158,974,145

2017-2018 20r6-2017

1,156,638,317

7,467,880

171,410,082

(698,500) 1,372,000

(698,500) 1,372,000

6,852,55.1

r 9,58.l,650
768,568

6,857,589

I1,161,574
51,725,273

281,775,#3

27,202J69 35I,5'19,999

548,575,360

244,009,523

56,260,162

36,356,400

12,049

(e3,53e,3s2)

670,068,400

255,558,631

92,437,485

24,354,650

13,736,097

10,585,495

791,674,162 l,o&,740,757
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I O. ADMINSTRATIVE EXPENSES

Stoff Costs

Advertising ond Public relotions
Audit Fees

Computer Expenses

Donotions
Su bscript ions ond Newsletter
Guest House Expenses

Legolfees
ft/onogement Fees

Office equipment repoirs
Motor Vehicle running Expenses
Postoge, telegroms ond telephone
Printing ond stotionery
T rovelling ond Accommodot ion
Morketing ond Noirobi office expenses
Produ ct iv it y I mprwement
Consu lt o ncy ond performon ce cont roct ing oct iv it ies
Security Hire '

lnsuronce ond Licenses
Corruption Prevention octivities
Rent

Repoirs ond renewols ( Housing)
Recruitment expenses
Directors Honororium
Boord ond Committee Sitting Allowonces
Write Bock on Credit on Debtors bolonces
Bonk Chorges
Consu ltoncy ond proffesionol services

216,442,495 223,693,294

(DAGRO-CHEMICAI AND
FOOD COMPANY tTD.

104,575,510

0

780,000

7,115,587

23,800

824,900

1,406,038

1,773,197

3 I ,555,76 t

1,476,133

11,210,796

951.966

2,215,333

8,002,260

I6,095,192

o
390,000

7,393,459

14,449,107

0

2,449,25)

79,500

327,313

109,525,127

585,680

780,000

4,501,912

0

905, I 30

1,876,662

2,017,791

31,206,431

1,476,663

7,502,396

1,006,387

1,639,799

9,68,882
23,762,392

2,Affi
427,930

6,926,q40

12,159,968

10.400

1,892,948

600,050

1 56,1 82

720,000

3,944,504

(229,190)

148,495

467,414

2,855,051

0

282,257

2r 0,085
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rq. (F), $JAtF.go$ls
Sotory onO ollowonces for Permonent emplyees

NSSF Contribution
Pension ond Retirement Contributions

Leove poy ond GrouitY

Other Stoff Welfore costs

Direct Solories,woges ond benef'rts (Note 9)

Stoff Costs (Note 10)

348,585,032 365,083,758

AGRO-CHEMICAL AND

FOOD COMPANY LTD.

201 7-201 8

283,705,213
672,400

10,348,745

9,U4,417
44,314,258

2016-2017

299,029,168
824,200

10,979,960

13,825,825

40,424,606

244,009,523
r 04,575,5.l0

255,558,631

109,525,127

348,585,032

SHf CoBts are chssified on the ratio of 70o/olor direct salar'tes, wages and benefits under Nole 9 and

30o/o for indirect salaries, wages and benffts under adminisfiEtive cosls Note '10'

otlhe end of thenumber,ofThe overo wos
105t0lPermonent EmPloYees- Mon 'l6l

139Permonent E - Monogement
BIond Controct Em

274248olql
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ANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

NOTES TO THE FINANC|AL STATEMENTS (Continued)

I I. SELLING AND DISTRIBUTION EXPENSES

Vehicle Dist ribution Costs
Dsit ribut ion Stoff Costs

I2. FINANCE INCOME

lnterst on T reosury bills ond fixed deposits

I3. FINANCE COST

Exchonge Loss / (Goins) Operotions
Finonce lncome
lnterest on loons

14. tNc'o[\ffiTA)(I)eENSE / (CREDr)
o) Curenttoxolion
Current Toxotion bosed on profit of Seporote sources on
income ot 30%

Previous Yeor Toxotion
Current tox prior yeor under / (over provison)
Totol

2017-2018 2016-2017
57,070,465 79,959,016

(DAGRO-CHEMICAI AND
FOOD COMPANY TTD.

2017-2018

4,090,321

2,135,596

2016-2017

4,090,321

2,321,803

6,225,917 6,412,124

57,070,465 79,959,016

96,430
(12s,376)

275,530,591

(399,966)
(845,152)

263,367,654

274,901,645 262,122,536

16,760,060

86,520
26,044,982

34,584,988

16,846.s80 60,629,969
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ANNUAT REPORTS & FINANCIAL STATEMENTS

FORTHE YEAR ENDING 3O1H JUNE 2018

NOTES TO THE FINANCIAI SIAIEMENTS (Continued)

I5. G)SCHEDULE OF PTOPECTY, Pt Tfi &.MACHINERY AND EOUIPMENT

cosr / vAtuAIloN
[El.hdd

Lqnd

tulldlry, HouJng
I Focb.Y

Krht.

Fonl ond
Modlln.ry

(rhr.

Copliol
Work ln
Itoer.3r

(rht.

Motot
V.hld.s

(rhr-

Conpul..t
ond

Acca[dl.t

furnllul3
ond

Equlpm.{rt
Xdrr-

lo0d
(drr.propf,ty

COM9RI9NG

As ol lst July 201 7

Addltlons

Tronslgs

lon 

o,rooror

56.m.m 0 418.7A8.192

7.&3.121

2@.242.AtO

r 2,085,761

80,983.897

r 9.404,480

(21.W2.144

54,559,652

r,598,850

(1,5O.@)

5.7 I 3,430

523,81 1

ro503,189 2627.2!fi,774

al.w.622

(21.9@-112)

(r.5m.@)

,s ot 3oth Juns 201 I 56.5m.@ 0 426,U1.912 2.012.328.170 78.486.235 54.658.@ 6.217.241 I 0.503, I 89 2645,155.250

DEPRECIATION

As ot ln "irly 2017

On Dlsporcl

Chorgo for the Pslod JulY

2017- June 2018

l.{86.575

1,{88,S/5

toa68.7o5

1o661.049

80,681 6p7

81, r65,127

7,1 19,780

(187.5@

7,r32r36

l. I 42.686

1,247,@

r.0&.469

r.ffi).{69

101,98r,91 2

(r87.@)

r@77480/

As ot 30lh June 20 1 I 2,C77,14 0 21.129.7U 161,W,82A 14064416 2300,134 2r@.936 z]a,w,216

NN BOO( VAUE

,s ot 3oth Juno 2018 53,522850 dos.3t 2 r 58 r.850.481. 78.486,235 40,594,086 !U7.tO7 8.342.251 2.A4.tu,O34

As ot 3oth Juno 201 7 55,01 1.{25 0 M,n9,47 1.91 9.560.71 3 80,983.E97 a7.a39.872 4,570,74 9.42..7n 2.525260.858

55 lPage
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ANNUAT REPORTS & FINANCTAL STATEMENTS

FORTHE YEAR ENDING 3OII{ JUNE 2018

NOTES TO THE FINANCIAL STATEMENTS (Conlinued)

I6.INTANGIBLE ASSETS

cosr
Ast July 

.l,20.l6

Additions
Disposols

As of June 30, 201 7

AMORTISATION

Ast July 1,2017

Chorge for the yeor

Disposols

lmpoirment los
As qlJune 30, 201 8

NET BOOKVALUE

AsotJune 30,2018

.I7. 
INVEhITONEAND rcH( N PROENESS

Row moteriols ond spores

Finished Goods
Work lnpr_ogrgp _

I S.IRADE AND OTHER RECEIVABLES

Trode Debtors
Pre-poyments
Creditors with debit Bolonces
,Other debtors
Totol
Provision for Bod ond Doubtfuldebts

AGRO-CHEMICAL AND

FOOD COMPANY LTD.

30,097,992

30,097,992

I 7,189,595
5,446,437

22,635,032

7,461,959

288, r 88,640

r r,48r,009
52,788,754

117,829,744

470,288,146

(65,164,432)

53lPage

405,123,715 3.l3,28.I,903

(E

30,w7,992

,992

11,192,238

5,997,357

17,189

r 2,908,396

2017-2D18,fr1Gfi17
200,18r,1l4 233,818,257

117,216,892 23,677,560

8,773,429 7,206,304

326,171;435 264,7W;121

163,5.l0,448

21,77 4,498
63,939,M1

129,221,948

378,446,335

(65,164,432)



ANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

NOTES TO THE F|NANCIAL STATEMENTS (Continued)

18.(o) TRADE AND OTHER RECETVABTES

Trode receivobles (note l g(b)
Deposits ond prepoyments
Creditors with debit Bolonces
Stoff receivobles (note l g (c))
Other receivobles
Gross trode ond other receivobles
Other: Provision for bod ond doubtful receivoble
Net trode ond other receivobles

470,288,146 378,446,335

(EAGRO.CHEMICAT AND
FOOD COMPANY [TD.

288.188,640

r r,481,009
52,788,754

18,958,077

98,871,667

r63,510,448

21,774,498

63,939,441

21,894,291

107,327,658

(65,164,432) (65,164,432)
405,123,715 3 t 3,281 ,903

59 lPage



ANNUAL REPORTS & FINANCIAL STATEMENTS

FOR THE YEAR ENDING 3OTH JUNE 2018

AGRO.CHEMICAL AND

FOOD COMPANY LTD.

I8. TRADE AND OTHER RECEIVABLES

Trode Debtors
Pre-poyments
Creditors with debit Bolonces

Other debtors
Totol

Provision for Bod ond Doubtfuldebts

18.(o) IRADE AND OIHER RECEIVABLES

Trode receivobles (note I B(b)
Deposits ond PrePoYments
Creditors with debit Bolonces

Stoff receivobles (note I B (c))

Oiher receivobles
Gross trode ond other receivobles

Other: Provision for bod ond doubtful receivoble

Net trode ond other receivobles

I8. (b)TRADE RECEIVABLES

Gross t rode receiv o bles

Debtors with credit Bolonces

At June 30, lhe ogeing onolysis of the gros trode receivqbles wos os follows:

Less ihon 30 doYs

Between 30 ond 60 doYs

Between 6l ond 90 doYs

Between 9l ond 120 doYs

Over 
.l20 

doYs

I 8. (c)STAFF RECEIVABLES

Gross stoff loons ond odvonces
Provision for imPoirment loss

Less: Amounts due within one Yeor
bulHa6t

Amountsdue otter one YeoI

€P

2BB, t 88,640

r r,481,009

52,788,754

I t7 ,829,744

163,510,448

21,77 4,498
63,939,441

129,221,948

470,288,)46 378,446,335

(6s,164,432) (65,164,432)

405,123,7 t5 3 r 3,28I ,903

2BB, 1BB,640

I 1 ,481 ,009

52,788,754

18,958,077

98,871,667

r 63,51 0,448

21 ,77 4,498
63,939,441

21,894,291

107,327,658

470,288,146 378,446,335

(65,164,432) (65,)64,432)

405, r 23,71 5 3r 3,281,903

28B, r 88,640

(74,598,156)

163,510,448

213,59U,48J r 03,51 0,448

137,470,q60
(5,379,378)

7,758,172

10,I54,079

63,586.649

52,396,666
( r 3,607,398)

(1,484,436)
(2O,798,45O)

147,004,067

2 t 3,590,483 r 63,510,448

18,957,215 21,894,291

18.957.215 2l 291

18,957,215 21,894,291

0 (0)



(DANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

I9.SHORT TERM DEPOSITS

N,b,k Fixed Deposit
K,C,B Fixed deposit
NBK Colldeposit
K,C, B Fixed deposit-School

AGRO-CHEMICAL AND
FOOD COMPANY TTD.

20r 7-a0r I
441,940,271

155,000.000

6,835,1 I 0

4,635,986

2016-2017
831,986,71 8

155,000,000

57 1,1 86

608,411,367 987,557,905

The average rate of fixed deposit interest was g.55% year 201612017 go/"

20. CASH AND CASH EQUIVATENTS

Cosh of Bonk
Cosh in Hond

223,536,025

656,289
47,694,617

769,413

224,192,314 48,464,030

shoresAut horised 3,750,000 Ordino
Of Kshs.20l= 75,000,000 75,000,000

lsued ond fully poid 3,00O000000
Ordinory shores of Kshs.20/= 60,000,000 60,000,000
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ANNUAL REPORTS & FINANCIAT STATEMENTS

FOR THE YEAR ENDING 3OTH JUNE 2018

NOTES TO THE FINANCIAL SIATEMENTS (CONT|NUEd)

AGRO.CHEMICAL AND

FOOD COMPANY TTD.

2016-20172017-2018Accounl Number

CurenlAccount
8 403,74838,009,649r 020000782601Notionol Bonk Current Account Kisumu
2,036,4I 552,388,506009560Current Account - KisumuBorc

r r,893,39225,440,345020000782600A ueenbeeHoromntAccouCu rrentnkotN olron Bo
6,548,9384,880,029r 04055325nt uN/ onhorAool CCOUmerclc nkBo SchComKenyo

r 1,485,25699,572,6871 1 0-4043-084Ken -tMmercto nBo k uhoronomC
40,367,748220,291,217

Sub Totol

b) On Coll Deposits

Sub Tolol

c) Fixed Accounls
83 r ,986,71 8441,940,271

Notionol Bonk of KenYo
r55,000,000r 59,635,986

571.r866,835,1 l0Notionol Bonk of KenYo
KCB

987,557,905608,41'l
Sub Tolol

Accounld)
3,322,2493,240,1893200007E2o50,A enuent HorombeeSU AccouDollorbkN

3,322,2493,240,189
Sub lotcl

Accounle)
4,0O4,6204,620I 24r 000782600MUKisuccountSovKen ingscfN olron nkBo of yo

4,O04,620^ ^riSubTolql
f) O{hers Co*r in Hond

'184,737D^++,, ^^.h Nlairnl-ri AffinoTVI I y 9UJt
37,626

731,782410,8r 9
Petty Cosh Muhoroni

660,733
Pett Cosh School l3769656,289
Sub Totol
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ANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

Bolonce os of the beginning for Service Grotuity
Povision for stoff Leove of the beginning of the yeor
Povision for Service Grotuity of the beginning of the yeor
Sf off Leove poid during the yeor
Service Grotuity poid during the yeor

25. BORROWTNGS lnterest Rote

(DAGRO-CHEMICAL AND
FOOD COMPANY TTD.

NOTES TO THE F|NANCIAL STATEMENTS (Continued)

22. REVALUATION RESERVE

Revaluation reserve relate to the revaluation of property plant and equipment. As indicated in the
statement of changes in equity, this is stated after the trabsfer of excess depreciation net of related
tax to the retained earnings. Revaluatuation reserve in not distrtibutable.

23. TRADE AND OTHER PAYABTES

Trode Poyobles
Debtors with credit Bolonces
Other Poyobles

364,737,419 54,371,204
24. PROVISION

Bolonce os of the beginning for stoff Leove

56,633,536

74,598,156

233,505,727

29,051,372

13,225,460

12,094,372

19,792,306

5,9U,2M
17,872,949

2,293.696
(19,792,306)

(2,412,638)

20,o24,066

5,579,590

19,792,306

1,591,690
(2O.024.066)

(1,207,037)

23,718,251 25,756,U9

GOK ON-LENT

Loons interest deferred
lnterest on GOK poid Loon

10/t/o

13.49%

2,941,884,000

5,545,451,358

585,526,795

2,941,884,000

5,339,519,478

5r 5,928,084
9,072,862,152 8,797,331,562

25. (B) BORROWINGS MOVEMENT
Opening bolonce
lnterest For the period
Loon Repoid
Loon Bolonce

8,797,331,562

275,530,591

0

8,683,963,908

263,367,654
(r 50,000,000)

9,072,862,153 8,797,331,562

The company has an outstanding loan of Kshs. 9,072,862,153 with the Government of Kenya
comprising of The principal GOK Guaranteed loan of Kshs. 2,941,884.000 and interest thereon of
Kshs. 5,545,451,358 charged al7%. The second loan is the GOK paid loan where the Company

53 lPage
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ANNUAL REPORTS & FINANCIAL STATEMENTS

FORTHE YEAR ENDING 3OTH JUNE 2018

AGRO-CHEMICAL AND

FOOD COMPANY LTD.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

has already paid the principal. The balance of Kshs. 585,526,795 is the interest charged on the

balance interest at the average ruling lending rate during the year. The interest rate for the current

year is 13.49% (2016/2017: 13.61%)

The loans have been classifred as current liabilities because they are due and the Government of

Kenya can recall the loan within the 12 months of trading. The Company "does not have a

conjitional right to defer settlement of the liability for at least twelve months". Furlher to this for an

entity to ctasiify a liability as non-current, the period of the repayment of the liability should be

,p..iti. and backed by a legal document say a contract of borrowing which in this case is lacking.

26, TAX PAYABLE

Tox Brought Forword

lncome tox chorge
Tox Poid

2T.CAPITAL COMMIIMENIS

30,083,643

16,760,060
(26,04A,982)

17,825,814

26,044,982
( r s,787,153)

20,798,721 30,083,643

Authorised ond Cont rocted
Authorised but not Controcted
TOTAL

60,857,600

1 08,1 33,1 00

86,M9,000
66,552,000

168,990,700 I52,601,000

Cap1al Commitments relate to Capital projects that were budgeted for and authorized to be spent

r, ,.i^^ *hn ,nav Drniantc ar rthnrizor{ anr-l cnntraeted were awardgcl while those authof ized but not
uullllg Lllu yudl . rluJtruto cluLlrurrevu urru vurrrruviv

contracted were not executed and have no liability arising'
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ANNUAT REPORTS & FINANCIAI STATEMENTS
FOR THE YEAR ENDING 3OTH JUNE 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

28. TO THE STATEMENT OF CASH FLOWS

o) Reconciliolion of operoling profil/(loss) to co*t genroted from/
(used in) operolions
Operoting Profit/(Loss)

Adjustment for items not involving movement of funds:
lnterest on Loons
Depreciotion
Armotizotion
Profit on Disposol of property plont ond Equipment
Revoluotion Surplus
Tox Chorged Current yeor
Tox Chorged Previous yeor

(DAGRO.CHEMICAL AND
FOOD COMPANY tTD.

2018

KSHS.

(697,966,037)

2017

KSHS.

101,429,314

263,367.65s
r 01,981,912

5,997,357
( 1.s72,000)

(281,77s,563)
(26,O44,982)

(34,584,988)

25 (B)

l5(A)
I6
7

275,530,592
102,77 4,804

5,446,437

698.500

(r 6,760.060)
(86,s20)

4
4

Net Operoting Profit before
chonges in working copitol:

chonges in working copitol

lncreose/ (Decreose) in working Copitol
I ncreose in invent ories

I ncreose in recievobles
lncreose in poyobles
Stoff Leove poyoble cunent yeor
Stoff Leovepoid

Grotuity Poyoble Poid
Grotuity Poyoble Current yeor

Toxotion Current yeor
Tox Poyoble

(330,s62.284)

(6r,469,314
(9r,841,81t)
3r0.366.215

17,872,949
(19,792,306)

(2,412,638)

2,293,696

I 6,760,060

128,998,706

(73,8'ts,004)

I 99,756.530
(261,223,236)

19,792.306
(2O,O24,M6)

(1,207 ,O37)

1,591.690

26,044,982

Net Cosh generoted / (used in) operotings ( I 58,585,433) 19,914,872

8,683,963,908

(r 50,000,000)

263,367.6s4

b) Anolyis of chonges in Loons
Bolonce os ot the beginning of the yeor
Reciepts during the yeor
Repoyments during the yeor
Accrued lnterest

Bolonce of the end of the yeor

c) Anolysis of Coslr qnd Co*r Equivolenl
Short term deposits
Cosh ot Bonk

Cosh in Hond
Bolonce os qt the end of the yeor

8,797,331.s62

275,530.591

9,072,862,153 8,797,331,562

608,411 ,367
223.533.38s

656,289

987.557,905

47,694,617

769,413

65 lPage
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FOR THE YEAR ENDING 3OTH JUNE 2018

i) Bonk Gurorontees
o) Kenyo AirwoYs

b) Kenyo Revenue AuthoritY
c)Toyoyo Kenyo

AGRO-CHEMICAL AND

FOOD COMPANY LTD.

i)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

29. CONTINGENT LIABILITY

There is a pending demand of Kshs. 634,644,435 from Kenya Revenue Authority in respect of

Withholding Tax assessment on interest paid to Treasury over a period against the Loan paid by

Treasury on behalf of the Company. The Directors are of the opinion that this demand wlll be vacated

and hence no liabilitY arising.

o) Kenyo Revenue Authority- Tox demond

634,644,435 634,644,435

ii) The Company has bank guarantees with National Bank of Kenya on account of suppliers who do not

offer credit facilities to thJ Company for their services,. The directors are of the opinion no liability will

arise in relation to the guarantees.

2018 20tt
500,000

38,836,350

150,000

634,644,435 634,644,435

/
500,000

38,836,350
r 50,000

39,486,350 39,486,350

30. R ELATED PAHW TRANSACTIONS

a) Government of KenYa

The Government of Kenya owns 56% of the Company shareiroiditrg throrigh its shai'eholders ADC 289/"

and ICDC 2g%. The Company has an outstanding loan of Kshs. 8,797,331,562 with the government of

Kenya.

b) The Mehta GrouP Limited

.Mehta Group (llc) owns 44ok ol shareholding in ACFC and such a related party. The company provides

management services to the company in line with the Management Contract in place between The

Government of Kenya and the international lnvestment Corporation. The transaction with this party during

the year relates to payment of management fees.

c) Other related Parties

Other related Parties include

i) KeY Management

ii) Board of Directors
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30. RELATED PARTY TRANSACTIONS
Tro nsoclions with reloled po rlies
i) Government of Kenyo
Government of Kenyo Loon 9,072,862,152 8,797,331,562

(DAGRO-CHEMICAI AND
FOOD COMPANY I-TD.

20r8
Kshs

2017

Kshs

7

7 /
ii)The Mehto Group Limited
Monogement Fees

Key Monogement remunerot ion

Directors
Resident Director ond Chief Executive
Key Monogement remunerot ion

Due from reloted porlies
Duefiom Government of Kenyo
Due from The Mehto Group

Totol Due

Due lo reloted porlies
Due to Government of Kenyo
Due io The Mehto Group
Due to senior monogement stoff
Totol Due

201 8

Kshs

2017

Kshs

3 r ,555, 76 I 31,206,431

7 7
201 8

Kshs

2017

Kshs

2,281,600
935,930

27,638,757

3,691,200

825,650
28,656,180

30,856287 33,173,030

NIL

NIL

NIL

NIL

NIL

NIL
NIL NIL

201 B

Kshs

9,072,862,152

Ntt
NIL

2017

Kshs

8,797,331,562

NIL

NIL
9,072,862,152 8,797,331,562

The compensotion for the Resident Director relotes to compensotion poid to his locol trovelwhenexecuting officiol duties, The solory for the cEo is poid by the monogement ogent under themonogement Controct hence not recognized.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

FTNANCIAL RISK MANAGEMENT POLICIES

The company activities expose it to a varietv of financial risks. These involve the analysis,

evaluation, acceptance and management of some degree of rrsk or combination of risks'

Taking risks is core to the business and the operatioial risks are an inevitable consequence of

being in business. The company's aim is therefore to achieve an appropriate balance between

risk and return and minimize poiential adverse effects on the company's financial performance'

The company's risk management policies are designed to identify analyse these risks' set

appropriate risk limits and iontrols, and to monitor ihe risks and at the same time ensurtng

adherence to laid down limits This is achieved by means of a reliable up'to-date information

system.

The company's Board Audit committee oversees how the management monitors compliance

with the risk management policies and procedures. Risk management is carried out by the

management undeithe supervision of the Board of Directors. The Company has an internal

audit department. The iniernal audit undertakes both regular and ad hoc reviews of risks

management controls and procedures, the results of which are reported to the Audit committee'

The company has exposure of the following risks from its use of financial instruments:

. Credit risk

. Liquidity risk

o lvlarket risk

. Operational risk

a.C risk

Due to the nature of the Company's operation it is exposed to credit risk. Credit risk is the risk of

financial loss to the Company if'a customer or counterparty to a financial instrument fails to

meet its financial outigations irrat ano arises from goods sold to customers and investments is

shorl terms deposits. The company is exposed to this risk in several areas including trade and

other receivables, and cash and-cash equivalents. However, the Company credit risk is

concentrated trade receivabres in terms of sare of yeast to some customers on credit and who

are to pay after a period defined by the management'

The amount that best represents the company's maximum exposure to credit risk as at 30 June

2018 and 30 June 2017 is made up as follows:
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(DAGRO.CHEMICAT AND
FOOD COMPANY LTD.

CreCit Rlsk

As ot June 30, 201 8

Cosh ond cosh equivolents

Trode recivobles

Tolol

AsolJune 30,2Ol7
Cosh ond cosh equivolenls

Trode recivobles

Tolol

Fully Performino Post due lmpored Totol
Kshs

831 ,944,751
Kshs

63,586,649
Kshs

895,53 I ,401

0 21 3.590.483

Kshs

2 r 3,590,483

63,586,649 0 I,109,12t,884

1,035,252,521

r 63,5 t 0,448

t 47 .004.067

0

1, I 82,256,588

r63,510,448

|,19E,762,969 147,004,067 0 I,345,757,036

The bank balances are fully pertorming

b. Ma Risk

i) Currencv Flisk

The Company undertakes certain transactions denominated in foreign currencies mainly
in US Dollar, Euro, Sterling pounds and South Alrican Rand. This rJsufts in exposure to
exchange rate cunency fluctuations. The balances impacted in this regard are the bank
balances and accruals denominated in foreign currency.

As at June 30, 2018 an increase/decrease of 5 Percentage points would have resulted in
an increase/decrease in pre-tax profits by Kshs. 162,001 (201612017: 166,328). This risk
is attributed to the Bank deposits of US$. 32,033.50 held in foreign currency.

lnterest rate risk

lnterest rate arises primarily from borrowings and cash and cash equivalents. The
Company's management monitors the sensitivity of reporled interest rate movements
monthly by assessing the expected changes in diiferent portfolios,

As at 30tn June 2018 an increase /decrease of 5 percentage points would have resulted
in an increaseidecrease in pre-tax profits of kshs.3,47g,g35.5s (2016/2017 Kshs.
2,981,324.37).

The interest rate on the GOK guaranteed loan is fixed thereby eliminating the interest
risk.

ii)
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Liquidity Risk

As ot 30lh June 201 8

Trade Pcr,/obles

Currenl portton of borrcw ngs
Drov sions

Tox Pcyoble

Tobl

As ot 30lfr June 2017

Trode Poyobles

Currenf portion of borrowtngs
Dr^, /ici^^c

Tox Poyoble

NOTES TO THE FINANCIAL STATEMENTS (Continued)

The Company lnvest in fixed deposits of its surplus funds. The average interest rate during the

year was g.S,;/". An increase/decrease in the interest rate during the year would have resulted in

an increase or decrease of Kshs. 2,853.523 (2016/2017: 3,997,501).

Liquidity Risk

Liquidity risk is the risk that the company will not be able to meet rts financial obligations when

they fall due. The Company's approach in managing liquidity risk is to ensure, as far as

possible, that it will always have sufficient liquidity to meet its liabilities when they fall due

without incurring unaccepiable losses or at risk of damaging the company's reputation'

The Company ensures that it has sufficrent cash on demand to meet expected operational

,*p.nrr., including servicing of financial obligations, this excludes the potential impact of

extreme circumstances that cannot reasonably be predicted. All liquidity policies and

procedures are sublect to review and approval by the Board of Directors. All capital investments

are funded by internally generated funds.

The table below analyses the company's financial liabilities that will be settled on a net basis

into rerevant maturity iroupings based on the remaining period at the balance sheet date to the

contractual maturity date. The amounts disclosed in the table below are the contractual

undiscounted cash flows. Balances due within 12 months equal their carrytng balances, as lhe

impact of discounting is not significant.

AGRO.CHEMICAL AND

FOOD COMPANY LTD.

Between 1 tc 3

monlhs Over 3 months
KSNS

Totcl
(sh s

364,7 37 ,A18

9 012,802.)52
23 718,252

r 5,760,060

Lesslhon I Monlh

aLA 1)1 ,11)
Jt)qt)149

t :t2 352, I 52

23 7 )8,252

I ..760.C60

9,478,077,882 0 o 9,478,077 ,882

5a,371,203
8,797,331 .562

25,756,549

26,A44,982

54,3i 1.203

8,797.331.562
25,756,549

26,444,982
0

0 0

T0 lPairc;

8,903,504,295 8.903.504,295

a
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

o Risk

Operational risk is the risk of indirect loss arising from a wide variety of causes associated w1h
the Company's process, personnel, technology, infrastructure, external factors other than credit,
and market and liquidity risk such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour.

The Company's objective is to manage operational risk to balance the avoidance of financial
losses and damage to the company's reputation with overall cost effectiveness and avoid any
control procedures that restrict initiative and creativity in the company.
The primary responsibility for the development and implementation of controls to address
operational risk is assigned to senior management in the company,s departments.
The responsibility is supported by the development of overali Company standards for the
management of operational risk in the following areas:

o Requirements for appropriate segregation of duties, including the independent
authorization and approval of transactions". Requirements for the reconciliation of records.. Compliance with regulatory and legal requirements.. Documentationofcontrolprocedures.

o Hequirements for periodic assessment of operational risks faced by the entity, and the
adequacy of controls and prooedures to address the ris*s identifierj.. Development of contingency plans.

. Training and professional development of staff.. Adherence to ethical and business standards.

Review of compliance with company standards is done on a continuous basis by senior
management and internal audit department

Capital Risk Manaoement

The company manages its capital to ensure that it will be able to continue as a going concern
while maximising the return to stakeholders through the optimization of the Oe-Ut a-nO equity
balance.

The capital structure of th9 company consists of debt which includes borrowings disclosed in
Note 25 as well as retained earnings and issued capital as presented on note 21.

e
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Consistent with others in the industry, the company monitors capital on basis of the gearing

ratio.

This ratio is calculated as net debt ratio divided by the equity while Net debt is calculated as

total borrowings less cash and cash equivalent.

32.FUTURE RENTAL COMMITEMENTS UNDER OPERATING LEASE

The totalfuture minimum lease payments due to third parties under Non-cancellable operating leases

for rental of the company's Nairobi offices which fall due as follows:

The current lease will expire on June 30,2022

33 INCOPORATION

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

34

Kenya.

EVENTS AFTER THE REPORTING PERIOD

There were no significant material adjusting and non-adjusting events after the reporling period

35. CURRENCY

The financial statements are presented in Kenya shillings (Kshs.)
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2017201 I
KsfrsKshs

2.000.165,5922,000, )65,592I(EVUIUUI IUI I IUSUI VU
(6,8 r 5,525,338)(7,534,544,O76)Retoined eornings

CopitolReserve
8l 359 7437Totol Funds

A 707 jil 562o ^|10 aAa ttr.)
7 ,V I L,9VL, t vLTotolborrowings

r,036,021,935832,603,680Less cosh ond bonk bolonces
7 761Iuivolenlscosh ond coshNetdebt

-62"/"-67"hGeori

20172018
tr^L^Nsl IIKSnS

1,54),940),946,586Poyoble within one Yeor A C\-7a n^o.u,-7 I OtW't7, 
^1^ 

l aan.ttn(),)/rci irr
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9,519,9898,265,223Tolol



I
1

v

I

i
ANNUAT REPORTS & FINANCIAT STATEMENTS
FOR THE YEAR ENDTNG 3OTH JUNE 2018

(D

PROGRESS REPORT ON FOLLOW UP OF AUDITORS RECOMMENDATIONS

The progress report on follow up of auditors recommendations will be updated once the 20.17 Annual
Audit report is received from the Kenya national audit office.

AGRO-CHEMtCAI. AND
FOOD COMPANY TTD.
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