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ABBREVIATIONS AND ACRONYMS

BDC- Business Development Committee

CEO-Chief Executive Offlcer

CPA -Certified Public accountant

CSR- Corporate Social Responsibility

ESG - Environmental and Sustainability Goals

OSHA- Occupational Safety and Health Act.2007

FCB - Fives Cail

F&EC -Finance and Establishment Commiuee

HR&A- Human Resource and Adrninistration Comnrittee

IDB- Industrial Developnrent Bank

TCftS- f'otal Cane over Total Sugar ratio

KRA - Key Results Areas

N.E - Nucleus Estate

O.G - Out growers

NSC LTD-Nzoia Sugar Company Limited
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KEY COMPANY INFORMATION

WHO WE ARE

It3?jyg?l c.?ro:ny Limited (NSC) was established in 1975 and started operations in 1978. tt wasIormed under the Companie-s Act Cap 486 of the Laws of Kenya with Memorandum and Articles ofAssociation and issued certificate of incorporation No.c13734 on i" August, 197a. The mandate of thecompany al the time of inception was to establish sugar cane plantalionsl manufacture sugar and createemployment. The Shareholdilg 
9f tn9 Company inclu-des Kenya Government wittr sz.s+ 7o shares, Fives

Cail with 1.13 % shares and lndustrial Development Banf llbey holding the r"rrinirg 0.93 % shares.The company is a major player in the Kenyan Sugar sector.'lt is iocatedln sunloma County and servesfarmers in Bungoma and Kakamega Counties. 
-The 

raw material base comf,rises a Nucleus Estate
spanning 3,600ha and an out-grower scheme of 26,000 ha made up of 45, ooo drrrr holder farmers.

OUR VISION

To be globally competitive in Production and Marketing of sugar and other products

OUR,lrrSSrON

To 
_efficie.ntly' innovatively and sustainably produce and market sugar and other products in a clean and

safe environment to the satisfaction of all stakeholders

a

OUR MANDATE

The Company's core mandate includes the following,
a) To process and sell sugar and its by-products;
b) To establish and maintain sugarcane plantations in both the nucleus estate and out growers'

scheme;
c) To diversify product portfolio; and
d) To maximize the efficiency of resource allocation.

CORE VALUES

The Company core values are

(a\ Customer Focus- The Company shall remain helpful and courteous to customers, know
customer needs and listen to all customers, maintain and build customer satisfaction with our
products and service.

(b) lntegrity- The Company shall have a strong work elhic, honeslly do our best at all times and
address anything unethical at work

(c) Professionalism- The Company and its Staff will burld high competence in our work, effectively
manage time and work duties, abide with the specifications, regulations and policy guidelines.

(d) Creativity and lnnovation- The Cornpany will develop new and unique ways of working and
press on to uncover value adding ways of working.

Page iii r

Principal Activities

The principal activities of the company are:

(i) The production and sale of sugar and its co-products.

(ii) To establish and manage sugarcane plantations and assist others to do so.
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KEY COMPANY INFORMATION ....... confinued

Key Management

Nzoia sugar company Limited day to day management is under the following key organs

Board of Directors
CEO: and
Senior Management Team

The day to day operations are overseen by a cEo who is supported by 12 senior managers. The
company has a board of directors that provides policy and oversight of its operations on behalf of the
shareholders.

Fiduciary Management

The key management personnel who held office during the financial year ended 30rh June 2024 and who
had a direct fiduciary responsibility were.

1

2

J

4

5

o

8

I
10

11

12

13

Chief Executive Officer
Company Secretary
Agriculture Services Manager
Factory ltrlanager

lnternal Audit Manager
Finance Manager

Sales & Marketing lvlanager

Procurement Manager

Human Resource Manager
ICT Manager

Agriculture Manager

Public Relations Officer

Quality Assurance Officer

CPA Ezron Kotut
Ms. Ritah Mukhongo
Mr. lgnatius Wafula
ItIr. Kenyatta Ogeke

CPA Lucas Otene

CPA Peter M. Simiyu

Ms. Edwina Omollo
Mr. Erick Makutwa

Mr. Shadrack Masinde

Ms.Damaris Shikanga

Mr. Staney Babikha

Ms. Florence Mutinda

[\il r. Benson Khwatenge
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COMPANY SECRETARY - Ritah Mukhongo
P. O Box 285-00100
Bungoma

Off Webuye - IVlalaba Road
5 kms from Bukembe Junction
P O Box 285-50200
Bungoma, Kenya

CONTACTS Telephone +2547 27 477777 t +2547 27 4grO83
Email:md@nzoiasugar.com
Website: www. nzoiasuoar. com

PRINCIPAL AUDITORS The Auditor General
P O Box 30084 - 00100
Nairobi

National Bank of Kenya
Limited
Bungoma Branch
P O Box 25 - 50200
Bungoma

Simiyu Makokha & Company Advocates
P.O Box 104
Bungoma

Manyonge Wanyama &Associates
Advocates
Email: manvonoe@omail.com

Standard Chartered Bank (K)
Ltd
Eldoret Branch
P O Box 30100
Eldoret

Lumalete Muchai&Co.Advocates
P.O.Box 90565-80'100

BANKERS Diamond Trust Bank
Bungoma Branch
P O Box 726-50200
Bungoma

Kenya Commercial Bank Limited
Bungoma Branch
P O Box 380 - 50200
Bungoma

ADVOCATES
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KEY COMPANY INFORMATTON ....... continued

CORPORATE INFORMATION

Hon. Alfred Khang'ati - Chairman - Appointed on 17rh Feb 2023
CPA Ezron Kotut - Managing Director _ Appointed on .l0h May 2023
Daniel Muimi - IDB Capital-Appointed by virtue of office
Richard Njoba - FCB - Appointed by virtue of office
Protus Khisa - Alt to pS Ministry of Agriculture Livestock & Fisheries.
Elizabeth Mudukiza lminza- Appointed on .17rh February 2023
Patrice chumba - Appointed on 17'h February 2023
Millicent Anyango Abudho - Appointed on 17rh February 2023
Benson Madebe Chahasi - Appointed on 17rh February 2023
Bonface Okhiya Otsiula - Appointed on 17'h February 2023
Eunice Wanjiru Karanja - Appointed on 17rh February 2023

- Left on 26rh July 2023
Carolyne Temoi - Appointed on 27'h October 2023
Okwakau lno Jonathan - Appointed on 17rh February 2023chervrMaiiwa 

-^'L,'J.::,:1"'"J,i],1X1ir,""","

REGISTERED OFFICE

.i

The Co-operative Bank of
Kenya Limited
Bungoma Branch
P O Box 1964 - 50200
Bungoma
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BOARD OF DIRECTORS

1. Hon. Alfred Khang'ati- Chairman
Hon. Alfred Khang'ati holds a Masters in Building (Pro.iect)

Management and B.A Hons in Land Economics from the
University of Nairobi with over 30 years' experience in the
leadership and management. He is a former Member of
Parliament for Kanduyi constituency. He is a seasoned
businessman with interests in the construction industry. He
is. skilled in governance and entrepreneurship and has
been on various board in the banking industry, local and
continental volleyball sports federation. He was appointed
to the board on '17th February 2023.

2.CPA Ezron Kotut CPA Ezron Kotut is the acting Managing Director of Nzoia
Sugar Company. He holds Master of Business
Administration and Bachelor's degree in Management and
Leadership from Management University of Africa. He is a
Certified Public Accountant (K) and a Member of ICPAK.
He has over 15 years' experience in the private sector and
13 years' experience in Sugar industry.

3.Mr. Benson Madebe Chahasi Mr. Benson Chahasi has an MBA in Management, BED in
Arts and currently pursuing a Phd in Strategic
Management. He has over 21 years' experience as a
lecturer and an administrator.

4.Mr. Bonface O. Otsiula Hon. Bonface Otsiula holds Bachelor of Law Degree LLB.
post graduate Diploma in Law and is an advocate of the
High Court of Kenya with over 22 yeats' experience. He is a
former KFF chairman Bungoma county. A former member
of parliament for Bumula Constituency 2013-2017 , Director
at Nzoia Sugar Co.Ltd 2009-2012 and selection panellist

SRC chair selection committee'March 20'18.

5. Mr.Daniel Muimr Mr.Daniel Muimi has B.A Degree from the University of
Nairobi. He is also a qualified Certified Public Accountant of
Kenya (CPA-K) and Certified Financial Analyst (CFA) with
over lOyears experience in financial sector specializing in

development finance.
Currently he is the acting Deputy Director lnvestment
Appraisal and Administration Kenya Development
Corporation.

n
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6.Mr. Owakau lno Jonathan
Mr.Owakau lno Jonathan is a heath professional with over
26 years work experience. He has a bachelor of Science
Environmental Health. Previous he served as a district
public health officer in charge of Teso districl from 1997-
2009, Bungoma East 2009-2010, Programme officer at

Afya House in 2O'11 and sub-county medical officer in

charge of health at Ugenya district 201 1-201 9. Chief officer
health and sanitation, county government of Busia 2020-
2022.

7. Mr. Patrice Chumba

Bishop Patrice Chumba has a degree in Theology with over
34 years' experience. He is currently the presiding Bishop
of all AIC Churches in the Western and Rift region.

8. Mr. Richard Njoba Mr. Richard Njoba has experience of over 34 years' in the
prlvate sector dealing with the business of equipment
supply, induskial agri-processors and support to strategic
institutions. He is skilled in governance and
entrepreneurship through various board seats in the
manufacturing industry, banking industry, local and
continental sports federation. He sits on the board as
alternate director of Fives Cail (FCB).

9.Ms. Elizabeth Mudukizi lminza

I

Ms. Elizabeth lminza has a diploma certificate an

criminology and criminal justice from Masinde Muliro
university of science and Technology and is currently
pursuing a degree in the same course at the same
university. She has worked at Postal Corporation of Kenya,
Ministry of lnterior and Co-ordination, a board member of
Givole and Jepkoyai secondary schools. She has over 20
years' experience in the public seclor.

't0.Ms. Temoi Carolyne Ms. Temoi Carolyne replaced Ms.Eunice Karanja.

She has over 25 years of work experience in program design
and implementation, program evaluation, policy analysis,
quality assurance and teaching.

Currently she is undertaking a PhD tn social work at the
Catholic University of Eastern Africa, she holds a Master of
Social Work Degree from Dominican University, USA and a
Bachelor of Arts Degree from Kenyatta University. She is a

lecturer at St Paul's University.

I
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Ms. Millicent Abudho has a diploma in marketing from Kenya
lnstitute of Management (KlM) with over 20 years'
experience in the marketing profession. She has worked as
a sales manager for Sleek Kenya Limited, East Africa
Glassware Mart Limited, Wiselink Marketing agency and
Healthfi rst lnlernational.
Ms. Abudho has attended various training and development
courses namely Agricuhure budget monitoring and advocacy
course, management &sales technique and training,
cuslomer relationship management programmes.

12. Mr. Protus Wan Khisa Mr. Protus Khisa has MSc. Soil Science/Agriculture
degree from the University of Nairobi. He has over 25
years' experience working for the Ministry of Agriculture
and Livestock Development.

13.Ms. Cheryl Majiwa

-

I

Ms.Cheryl tVajiwa holds a bachelors of Commerce
,Accounting &Finance from Strathmore University and
Masters of Business Administration (Strategic
Management) from the University of Nairobi and a
member of lhe ICPAK. She is the alternate Director of the
National Treasury. She is the assislant director
lnvestments and Portfolio Management. in the National
Treasury.

'14. Ms. Ritah Mukhongo

G
Ms. Ritah Mukhongo is 42 years old, the Ag. Company
Secretary. She holds Bachelor of Law Degree LLB, post
graduate Diploma in Law and currently undertaking
master's programme MBA in Strategic Management. She is

an advocate of the High Court of Kenya, a certified
professional mediator, a commissioner for oaths and notary
public. She has over 18 years' experience in Legal matlers.
She took over on 1Sth January 2018.
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KEY MANAGEMENT TEAM

CPA Ezron Kotut is the Managing Direclor of Nzoia Sugar Company. He
holds Master of Business Administration and Bachelor's degree in
Management and Leadership from Management University of Africa. He is
a Certified Public Accountant (K) and a Member of ICPAK. He has over 15
years' experience in the private sector and 't 3 years' experience in Sugar
industry.

1. CPA, Ezron K Kotut

2. Mr. lgnatius B Wafula
Mr. lgnatius Wafula is in charge of Agriculture Services Department. He
holds masters in Project Planning in Production Engineering. He is a
registered member of graduate engineers. He has over 21 years'
experience.

3. Ms.Ritah Mukhongo Ms. Ritah Mukhongo is the Acting Company Secretary. She holds
Bachelor of Law Degree LLB, post graduate Diploma in Law and currently
undertaking master's programme MBA in Strategic Management. She is
an advocate of the High Court of Kenya, a certified professional mediator,
a commissioner for oaths and notary publlc. She has over 18 years'
experience in Legal matters. She took over on 15rh January, 2018.

4. Mr. Ken atta O

I
Mr. Kenyatta Ogeke is the Acting Factory Manager. He holds BSc degree
in Mechanical Engineering, registered as Graduate Engineer with ERB
Kenya and currently pursuing a Master's in Business Administration -
Operations Management with Masinde Muliro University. He also holds a
certificate in Sugar Manufacture from RASITC, Mauritius. He has over 30
years' experience in the Sugar industry.
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5. CPA. Peter Simiyu CPA Peter Simiyu is the Acting Finance manager. He holds Masters of
Business Administration and Bachelor's Degree in Commerce. He is a
Certified Public Accountant (K) and a member of ICPAK. He has over 30
years' experience in the sugar industry.

6. Ms. Edwina A Omollo Ms. Edwina Omollo is the head of Sales and Marketing. She holds a
Bachelor Degree in Business Administration. She holds various
certificates in sales and marketing. She has over 15 years' experience in
sales and marketing.

7, Ms.Damaris Shikanga Ms.Damaris Shikanga is currently Acting lnformation Communication &
Technology Manager. She has over 20 years' experience in information
systems and data security.

8. Mr.Stanley Juma

r.

9. Ms. Florence Mutinda Ms. Florence Mutinda is the Acting Public Relations Manager. She holds a
Bachelor of Arts Degree in mass media and communications.
She is a member of the Public Relations Society of Kenya (PRSK) and has
been serving in the Partnership and fundraising committee of the society
since 2017. She has over I 3 years' experience.

Page x
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Mr. Stanley Juma is the Acting Agriculture Manager. He holds a degree in

Agriculture from the University of Nairobi and a certificate in Sugarcane
Agronomy (RASITC-Mauritius). He was seconded to AFA Sugar
Directorate from 2016 lo 2022.
He has over 30 years' experience in the field of agriculture.
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13. Mr. Benson W Khwatenge

Mr. Shadrack Masinde is currently Ag. Human Resource Manager. He is
holder of Bachelor of Arts degree in Government and Public Administrati
Member ofCHRM. He has over 20 years' experience.

Mr. Erick Makutwa is the acting Procurement Manager with over 15 years
experience gained across different sectors. He holds a Degree in Supply
hain Management and a Professional Diploma in CIPS level 6

He is a full member of the Kenya lnstitute of Supplies Management (KISM)
nd an Associate Member of the Chartered lnstitute of Purchasrng and
upplies-UK (CIPS)

Mr. Benson Wafula Khwatenge is the Quality Assurance Officer. He holds
Bachelor of Law Degree LLB, post graduate Diploma in Law and currently
undertaking master's programme MBA. He has over 2'l years' experience in

Legal matters.

10. Mr.Shadrack Masinde

I I

l\
1 1. Mr Erick Makutwa

12.CPA Lucas A Otene CPA Lucas Alwala Otene is the head of lnternal Audit, He holds a master
of Business Administration and Bachelor's degree in Business
Administrations. He is a Certified Public Accountant (K) and a member of
ICPAK. He has over 20 years' experience.

I
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CHAIRMANS STATEMENT

On behalf of the board of directors and management of the company allow me to present to you the
annual report on the business and operations of the company and financial results for the year ended 30
June 2024. The performance of the company has continued to be impacted negatively by key industry
challenges namely; lack of mature cane for milling. cane poaching, high cost of production and massive
importation of sugar which impacted negatively on sugar prices. Consequently, a negative result has
been recorded once again. However, the Board and Management have pul in place measures and
continue to implement strategies aimed at reversing this trend.

INTERNATIONAL SUGAR MARKET

Global sugar production rs forecast up 2.5 million tons to 186.0 million with lower production in Brazil
expected to more lhan offset higher production in Thailand, lndia, China, and Mexico. Consumption is
anticipated to rise to a new record with growth in markets such as lndia and Pakistan. Exports are
forecast lower due to reduced shipments from Brazil, lndia, and Thailand. Stocks are forecast lower as
reduced stocks rn Thailand are projected to more than offset a rise in stocks in lndia.

Source: https://www.fas. usda.gov/data/sugar-world-markets-and-trade

Local Sugar Markets

Total sugarcane milled in June 2024 increased by 31% to 887,602 MT from 679,308 MT recorded the
previous month. All sugar mills with the exception of Butali, KISCOL and Busia regislered improved
performance. Overall improvement was further boosted by the resumption of t\ililling at the Sukari and
Transmara mills, following closure for factory maintenance. Sugar made increased by 35% to 75,685 MT
in June from 56,246 MT in ?\Aay 2024. The industry average cane to sugar ratio (TC/TS) improved to
'1 1 .73 in June from 12.08 in lhe May 2024

Cumulative sugarcane milled in the year under review was 6,635,994 MT, up 34% from 4.379,756 MT
recorded the same period last year.

Total sugar produced (bagged) by all factories increased by 26% to 430,07 4 MT from 3'18,254 MT the
same period last year.

ln June 2024, molasses production increased by 27% lo 34,172 MT from 26.937 MT in May
2024.Cumulatively, molasses produced in the year under review was 156,979.9 MT, an increase of 23%
from the previous year.

Source.' Sugar Directorate Sugar Market Newsletter

Dividends
Due to poor performance in the year under review, the Directors do not recommend the payment of
dividends.

Future Outlook

The board has continued to implement short term measures and is currently pursuing a number of
medium term and long-term strategic measures to restore the company's solvency and return it to
profitability. The board is making every effort to address issues of improving factory efficiencies, cost
optimization and cane development.

The board will continually revrew the various business strategies in place to ensure sustained business
profitability and growth. The board thanks the various stakeholders especially the Government of Kenya
for the business support and hope they will support the company especially in the impending
diversification and revitalisation process.

d Khang'ati
Chairman, Board of Directors
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(4s e)

(2.24)

Management still remains optimistic and focused in turning around the company performance by putting
measures in place to ensure cane availability and efficiency in the milling pro.u.s.

INTERNATIONAL SUGAR MARKET

Guatemala sugar exports are forecast to drop 2 percent in 2o24l2i to 1.4 million tons as a result ofreductions in sugar production due to El Nirio. Guatemala's national sugar policy is also a factor,
mandating that all domestic consumption demands are met prior to exportl occurring. ln 2024t25 lhe
forecast for sugar production is down 4 percent to 2.4million tons, on lower sugarcane yields caused by
unfavourably dry wealher from May to July despite higher harvested area.

Global sugar production is forecast up 2.5 million tons to 186.0 million with lower production in Brazil
expected to more than offset higher production in Thailand, lndia, China, and Mexico. Consumption is
anticipated to rise to a new record with groMh in markets such as lndia and Pakistan. Exports are
forecast lower due to reduced shipments from Brazil, lndia, and Thailand. Stocks are forecast lower as
reduced stocks in Thailand are projected to more than offset a rise in stocks in lndia.

20231 2024 Su gar Overview

U.S' production is forecast up marginally to 8.4 million tons. lmports are forecast down based on
projected quota programs set at minimum levels consistent with World Trade Organization and free-
trade agreement obligations, and on projected imports from Mexico, re-exports, and high-tier tariff
imports. Consumption is practically unchanged while stocks are reduced due to lower imports.

Brazil. Production is forecast l.Smillion tons lower but still the second highest on record at 44.0 million
tons as less sugarcane is forecast to be available for crushing due to unfavourably dry weather. The
sugar/ethanol production mix is expected to favour sugar relative to the previous season going from 4g
percent to 51 percent for sugar and from 51 percent to 49 percent for ethanol. Consumption and exports
are both forecast unchanged.

European Union production is forecast flat at '15.0 million tons as sugar beet area is expected to be up
slightly with lower yields. Consumption, imports, and exports are forecast unchanged while stocks are
expected to rise with the higher beginning stocks.

lndia production is estimated up 500,000 tons to 34.5 million on higher yields with the planting of early
maturing varieties. Consumption is anticipated to be up to meet demand during festivals and growth in
pre-packed foods, sugar, and confectioneries, and catering services. lmports are forecast higher as the
groMh in consumption is expected to exceed the growth in prodr,rction. Exports are down slightly on the

Page xiii

Details- Months
Actual (Tons)-3Oth
June 2024

Previous Year
(30th June
2023)

Variance
between
actual &
Budget
2023t24

Factory Milled - 12 162,294.41 300,000 161 ,946.12

Turnover Volumes
12 Months 10.264.18 56,364 11 ,O11

(137,70s.s9)

(46,099.8)

Sugar Price Av. (12
107,813 89.224

18,589

TC/TSAverage. (12
Months) 11.04 14.67

(4.s2)

-l
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MANAGING DIRECTOR'S REPORT

on behalf of management I present to you the Management Report on the business and operations ofthe Company and financial results for the year endej30th June, 2024.

[/onths-Kes per Ton) 108,917

15.96
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likelihood that the government mgintains exporl caps to meet domestic food consumption and sugar to
ethanol diversion for the Ethanol Blending Program.

Thailand Productron is forecast to be up16 percent to 10.2 mrllion tons due to a recovery rn sugarcane
production and tncreased cane sugar yield. Consumption continues to nse but at a slower rate due to
lower expected disposable income. Expo(s are forecast to level off afler surgang the year before while
stocks are expected to drop sharply due to lower beginning stocks.

Australia Production is forecast to increase 100,000 tons to 4.2 million due to an increase in sugarcane
available for processrng as a result of expected favourable weather. Consumption is forecast to increase
in line with population growth while exports are also forecast up with the higher available supplies.

China Production is up 500,000 tons to 10.4 million as the area for both sugarcane and sugar beets are
expected to nse. Consumption is forecast upon the assumption that consumers pending will increase.

Source: https://apps fas usda gov/psdonli ne/circul ars/sugar

Local Sugar Markets

Production,

Total sugarcane milled in June 2024 increased by 31o/" to 887,602 MT from 679.308 MT recorded the
prevrous month. All sugar mills with the exception ot Butali, KISCOL and Busia registered improved
performance. Overall improvement was further boosted by the resumption of Milling at the Sukan and
Transmara mills, following closure for factory maintenance. Sugar made increased by 35% to 75,685 MT
ln June from 56,246 MT in May 2024. fhe industry average cane to sugar ratio (TCff S) tmproved to
11.73in Junefrom 12.08 in lheMay2024.

Cumulative sugarcane milled in the year under review was 6,635,994 MT, up 34% from 4,379,756 MT
recorded the same period last year.

Total sugar produced (bagged) by all factories increased by 260/o to 430,074 MT kom 318,254 MT the
same period last year.

ln June 2024, molasses production increased by 27% lo 34,172 Mf from 26,937 MT in May 2024.

Cumulatively, molasses produced in the year under review was 156,979.9 MT, an increase ol 23o/o trom
the previous year.

Sugarcane Prices

The pnce of sugarcane for the month of June 2024 as determined by the Sugarcane pricing Committee
was Ksh 5,125 per tonne, a revision from Ksh. 5,100 the previous month. Millers have adhered to the
recommended minimum price

Ex-Factory Sugar Prices

The weighted ex-factory sugar pnce for June 2O24 dropped to Ksh 5,641 from Ksh 5,925 per 50 kg bag
irr May, and Ksh 5.738 /50k9 bag in AWil2024.

The average daily ex-factory price at the beginning of June 2024 was Ksh 5,767 per 50kg bag and
dropped consistently, reaching a low of Ksh 5.540 per 50kg bag in the last day of the month.

The ex-factory price range for the month ot June 2024 was between Ksh 5,200 and 6,200 per 50 kg bag.

Sugar Sales

Sugar sales similarly increased by 8% rn June to 61,660 MT from 57,030 MT in May 2024, attributed to
improved production of sugar and a receptive market. Cumulative sugar sales for year by all factories
totaled to 531,331 MT, exceeding the previous year by '19%(430,378 MT).

Molasses sales in June 2024 dropped by 18o/o to 29,618 MT from 36,266 MT in the previous month.
Cumulatively, the industry sold 156.226 MT in the year under review.
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Stocks.

The closing stocks of sugar held by all faclodes at the end of June and May 2024 were 34,022 MT and

20.215 MT, respectively

Total closing stocks of molasses as at the end of June 2024 were 33,425 MT up 14% from 29 398 MT in

May 2024

Sugar Export

ln June 2024,
month. Kenya i

total sugar exports were 67.96 MT. an increase from 20.51 MT exported the preuous

t a net sugar deficit country, and most of its productron is consumed locally'

Sugar lmports

Sugar imports in June totaled 27,8M MT up 32% from 21 ,118 MT imported the previous month' May and

35,763 MT imported In APril 2024.

ln June 2024, the imports comprised of 16,972 MT Table sugar and 10,832 MT White Refined sugar'

COMESA FTA countries srppiiud 3,556 MT of sugar, while 7,046 MT was sourced from the EAC,

spec.rfically from Uganda. The balance ot 17,2O2 MT was imported from non-coMESA countries

CIF Value

ln June 2024, CIF Mombasa landed values for imported White Refined Sugar averaged Kshs

93,.1S9/tonne compared to Kshs 83,909 /tonne for Mill White/Brown sugar. The overall average

value for both Vvhate Refined and Mill Vvhite/Brown sugar rn June 2024 was Kshs 87 '512 per tonne' down

from Kshs 93,314 nonne recorded in May 2024. Approximately 250lo of the sugar imported in June was

Mill whiteiBrown from uganda with an average clF value of Ksh 85,407 per tonne.

lndia and Saudi Arabta were the cheapest source of Vvttite Refined sugar, with a mean CIF value of Kshs

g4,792tonne and Ksh g4,go9/tonne respectively. Mill vvhite/Brown sugar lmports from lndta were the

cheapest with an average CIF price of Kshs 82,428/tonne

Source.' Sugat Direclorale Sugar llaltel ,velysretter

Global Economic outlook ln 2024

Global growth, estimated at 3.2 percent tn 2023, is proiected to conlinue at the same pace ln 2024 and

2025. fne forecast tor 2024 is revised up by 0.1 percentage point from the January 2024 World

Economic Auilook (WEO) Update, and by 0.3 percentage pornt from the October 2023 WEO The pace

of expansion is low by historical standards, owing to both near-term factors. such as still+righ borrowing

costs and withdrawal of fiscal support, and longer-term eftects from the COVID-19 pandemic and

Russia s invasion of Ukraine; weak growth in productivity: and increasing geo-economic fragmentation.

Global headline inflation is expected to fall from an annual average of 6.8 per- cent in 2023 to 5.9 percent

rn 2024 and 4.S percent in 2025, with advanced economtes returning to their inflation targets sooner than

emerging market and developing economles.

The latest forecast for global growth five years from now-at 3.'1 percent-is at rts lowest tn decades'

The pace of convergence toward higher living standards for mlddle- and lower-income countries has

slowed, implyrng perststence in globil economic disparities. The relatively weak medium-term outlook

reflects lowei g.t rtf, in GDP per p"rson rtemmng, notably, from persistent structural frlctions preventing

capital and labour from moving to productive firms. This Indicates how dimmer prospects for growth in

China and other large emerging market economies, given their increasing share of the global economy,

will weigh on the prospects of trading partners.

Risks to the global outlook are now broadly balanced. On the downside, new price spikes stemming from

geopolitical t-ensions, including those from the war in Ukraine and the conflict in Gaza and lsrael, could,

along witn persistent core inflition where labour markets are still tighl, raise interesl rate expeclations

and reduce asset pnces. A divergence in disrnflation speeds among malor economies could also cause

curency movements that put financial sectors under pressure. High intere3t rates could hove greater
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cooling effects than envisaged as fixed-rate mortgages reset and households contend with high debt

causing fi nancial stress.

h s://\atww.w orldbank.o n/c lrt ken bl ation/ken economic-u d re

lnflation could fall faster than expected amid further gains in labour force participation allowing central

banks to bring easing plans forward. Artificial intelligence and stronger structural reforms than anticipated

could spur pioductiv-rty. As the global economy approaches a soft landing, the near-term priority for

central banks is to ensure that i;flation touches down smoothly, by neither easing policies prematurely

nor delaying too long and causing target undershoots. At the same time, as central banks take a less

restrictive stance, a renewed focui on implementing medrum-term fiscal consolidation to rebuild room for

budgetary manoeuvre and pnority investments, and to ensure debt sustainability is in order' Cross-

"oritry 
diftur"nces call toi tailoieo policy responses. lntensrfying supply-enhancing reforms would

facilitaie inflation and debt reduction, allow economies to intrease growth toward the higher pre-

pandemic era average, and accelerate convergence toward hlgher income levels' Multilateral

Looperation is needed to limit the costs and risks of geo-economlc fragmentation and climate change,

speed the transition to green energy, and facilitate debt restructuring'

Source: World Economic Outlook Update 2021

Kenya Economic outlook in 2024

Kenya's growlh is projected to reach 5.2o/o oh average during 2024-2026, mainly driven by the private

sector as business confidence strengthens and the putlic sector continues to scale back. Kenya's growth

is also expected to benefit from thJimplementation of the recently signed trade agreements under the

European union Economic Partnershrp Agreement, African continental Free Trade Area

Although the economic outlook is broadly positive, it is subject to elevated uncertainty. The failure to

achieve fiscal consolidation targets could exacerbate Kenya's debt vulnerabilities' especially due to the

high-debt service repayments. 6limate hazards could resume inflationary pressures and food insecurity'

ati'ectrng growth. Lower than anticipated growth in developed countries could undercut ongoing recovery

in tourism, exports, and remittances. Elevated commodity prices would further tighten financial

conditions, weaken external balances, and impact inflation'

ln addition to aligning the country'S long-term development agenda to Kenya's Vision 2030-which aims

to transform Kenya into a comPetitive and prosperous country with a high quality of life-the

government,s bottom-up economrc model prioritizes agriculture, healthcare, affordable housing, micro

and small enterpnses, and the digital and creative economy'

e

FINANCIAL PERFORMANCE

On Financial performance, the followlng parameters were recorded;

Details
12 Months
Actual (Kes)

12 Months
Target
(Kes)

Previous
Year (3oth
June 2023)

Variance of
Actual &
Budget

%

Total Tumover (Net) 1 178 5.2 B 1.3 B (4.03)B (77.5)o/o

Sugar Sales (Net) 1.18 5.0 B 1.28 (3.s )B (78)9o

Molasses Sales (Net) 62.7 M '192 M 113 M (129.3)M (67.34)vo

EBIT(Kes-Milhon) ( 1 ,1 78)B 184M (3,276)B (1,362)B (4q%

I l
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AchievementsfortheTwelvemonthsended30thJune,20zareasfo|lovtls:

on l4rr,septembet zo23- the National Assembly approved the Actron Plans to revive and commerclalize

State Owned Sugar Companies as communicaied vrde Certificate No.o39/13u' /2023.These included the

write otf of Govemment owned loans and KRA taxes, approval to pay farmers and workers anears. This is a

major win for the company as it will help clean the balance sheet and clear long outstanding arears'

successful factory stanup after the Agnculture and Food Authonty - sugar Directorate allowed the

resumptionofmilllngfrom,ldDecember2023afiertheShutdownoffactoriesathalfcapacityof1500tons
per day which later increased to 2500 tons.

The cornpany received support from the Government of Kenya through ADC to carry out cane development

in the Nucleus Estate, a total of 404.84 hectares were ploughed, hanowed, funowed and fully planted'

Purchased 638 bags of subsldized fertilizer and all of it was used for application ln nucleus estate'

The Company developed and approved a five-year strategic plantor \2OZT2O28)

Thecompanymaintainedindustnalharmonydespitethedifflcultoperatingenvironment

Chaltenges forthe perlod under revieur were as follows:

Cash flow constraints delayed acquisition of fertilizers ln the Nucleus Estate to improve on cane yields that

are below target of 55 TCH.

Delayed payments of staff, supphers and farmers'

High cost of production due to low production volumes. fixed costs and inflattonary pressures'

Cane transport contractors and staff exits'

WAY FORWARD

The company plans to counter the vanous challenges as follows -

a) Short term measures

RESPONSIBI

Procurement Manager
& Agriculture Manager

a

a

a

a

a

a

a

a

a

MEASURE ACTION LEVEL OF
ACTIVITY

Targeted malntenance
improve efficiencY

to Paid for Boilers PUmPS, two

rollers & Parts for Gantry crane
Mill

One Cane stacker fltted new englne,

Hydraulic pumP Paid

20ozb

100%

Factory Manager

Cost optimization
implementation

Measures All departmental heads have

ratronalized the casual labour,

controlled OT & Paper work use ln
their dePartrnents 60%

ALL HODS

Agriculture Manager
Expand area under cane wt th

early maturing cane in both

nucleus & OG

N/E planted total of 509 79 ha of

early maturing

OG Recruited 620.65

13%

3SYo

Proposal to Sale of 19,000 trees

from 81.2 Ha worth Kes. 53 M
Valued, advertised & awarded

Kes.264,42O

Re-advertised for the unsold trees

509b

100k
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worth Kes.52.7 M

Revenue diversification
intercropping Soya with Cane

by This has not been undertaken due
non- availability of seeds

jYo Agriculture Manager

Enhance farmers e)dension
services on latest technology in
Cane development

This was undertaken through public
barazas, individual farm visits:-
3426 farmers visited so far in the
financial year

50% Agriculture Manager

Source for individual contractors
& repair of our fleet

Recruited 75 individual contractors

Repaired a total of 5 company fleet

7jYo

20%

Agriculture
Manager

Services

Staff rationalization
implementation of
instruments

o

HR
Staff rationalization done

Development & approval of HR
lnstruments

40o/o

95%

H uman
Manager

Resource

Effort to improve cane
productivaty in nucleus estate

There has been enhanced cane
planting, maintenance (herbicides
procured) and supervrsion.

55% Agriculture Manager

Nzoia Sugar Companv Limited
Annual Reports and Financial Statcrnents
For the 1,ear ended June 30, 202d

Long term Measures

LEVEL OF
ACTIVITY

Cost optimLation Cost optimization across value chain
to reduce on cost of production. At
least 15% cost efficiency per annum

40% ALL HODS

Factory modernization Major maintenance to be undertaken
during the year 202412025 to
increase capacity utilization. 150/o per

annum and maintain average TC/TS
ratio below 12 per annum

0% Factory Manager

Area under Cane lncrease the area under cane in the
nucleus to reduce on fallow land.
TCH of 70 per annum

60% Agriculture Manager
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STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES FOR FY
2023t2024

The company has six Kev Resull Areas (KRAs) and objectives within its strategic plan 2023t2024-202712028.These KRAs are as follows:

KRA 1 : lncrease capacity utilization by at least l5o/o p.a.
KRA 2: Maintain average TC/TS ratio below .12 p.a.
KRA 3: Attain average TCH of 65 (O.G) and 7O(N.E) p.a.
KRA 4: Grow annual revenue by at least 1S%

KRA 5: Attain at least .15% cost efficiency p.a.

KRA 6: Build high performance productive teams
Analysis of achievement of performance targets for the Fy 2023t2024

Key
Performance
lndicator

lndividual farm visrts were
undertaken where 3,426
farmers visited in the
financial year 2023D024

75 individual contractors
recruited and 5 company
fleet repaired.

Paid for boiler pumps, two
mill rollers and parts for
Gantry crane

Strateqic Pillar Strateqic
Obiective

Key Activity Kev Achievements

KRA I : lncrease
capaclty utilization
by at least 15o/o p.a

maintain at least
25,000 ha of cane
p.a

lop and

Develop and
implement viable
farmer support
program

lmplement
effective routrne
and annual factory
maintenance and
modernzation

Deve lncreased

harvesVsupply
cane

Develop
dedicated
sugarcane
development
team and partner
with farmer
stakeholders

Model optimum
factory
maintenance
schedule.

of 509.79 ha of early
maturing cane was planted
in the nucleus estate and
620.65 ha in the out-
growers region.

lndividual farm visits were
undertaken where 3,426
farmers visited in the
financial year 2023t2024

75 individual contractors
recruited and 5 company
fleet repaired.

Paid for boiler pumps, two
mill rollers and parts for
Gantry crane

A total

KRA 2: Maintain
average TC/TS
ratio below 12 p.a

Consistent supply
of adequale
quality raw
materials to be
milled within 48
hours.

Minimize
unplanned factory
stoppages,
extraneous
matter,eliminate
factory related
leakages and
maintain optimum
factory time

lncreased
factory
efficiency

Develop
dedicated
sugarcane
development
team and partner
with farmer
stakeholders

Synchronize
harvesting and
milling schedules

Maintain factory
in optimum
working
conditions
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efficiency

KRA 3: Attain
average TCH of 65
(o.G)and 70(N.E)
p,a.

lncreased
yield

farm High farm
productivity

Enhance farmer
agriculture
services support

Plant
commercialized
high yield cane
varieties

Maintain
approved weed
control schedules

Enhance
agriculture
exlension
services
farmers

to

lndividual farm vtsits were
undertaken where 3,426
farmers visited in the

financial y eat 2023 12024

A total of 509.79 ha of early
matunng cane was planted

in the nucleus estate and
620.65 ha in the out-
growers region.

Sencor and round uP

herbicides were procured

and used in the control of
weeds

Oulreach otfices were fully

operational, field officers

served farmers directly from
the farmers and out{rower
regions.

KRA 4: Grow
annual revenue by
at least 15%

Optimum
utilization
nucleus eslate

Factory effioency,

competitively price
products and
servlces, partner

with other
stakeholders.

Attain marketing
and sales
efficiency

lncreased
sugarcane
production,
factory
efficiency time
and revenue

Benchmark
nucleus estate
operations to
regiona best
practrces

Maximize sugar
recovery
efficiency

Monitor market
price

ldentify and tap
pockets of
growth

A total of 509.79 ha of earlY

maturing cane was planled

in the nucleus estate.

Repair of branding machine
initiated to grow the
branded percentage to
4oo/o.

KRA 5: Attain at
least 1 5% cost
efiiciency p.a.

Reduce and
effectively manage
all operational
costs

Effectively use
Public Pnvale
Partnership

lncreased cost
efficiency

Use value for
money measures
in all operations

Acquire
install
plant

and
modem

All departmental heads
have rationalized casual
labor, controlled overtime
and paper work in their
departments.
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KRA 6 Build high
performance
productive teams

Enhance
capacity

board

lmplement
structured
training
development

staff
and

Reward and
recognrze
productive teams

lncreased
operatlonal
efficiency

lnstitute annual
work plans

Cascade annual
operations to
departments and
individual
employees

Develop team
and individual
reward and
recognition policy

Board workplans develoPed
and the board was
evaluated dunng the Year
2023-2024.

Development and aPProval

of the human resource
policy instruments ongoing.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Nzoia Sugar Company Limited (hereinafter Nzoia Sugar Company Limited) is
responsible for the governance of the company and is accountable to shareholders and stakeholders in
ensuring that the Company complies with the laws and highest standards of business ethics and
corporate governance. Accordingly, the Board attaches h,gh importance to generally accepted corporate
governance practices and has embraced the internationally developed principles and code of best
practice of good corporate governance.

Appolntment of Board Members

The relevant appointing authority shall select and appoint Board members by name and by notice in the

Kenya Gazetle and which maybe renewable after three years or for such shorter period as may be

specified in the notice.

Cessation from membeBhip o, the Board

l. Membership of the Board ceases it a member:

a. Serves the appointing authority with a written notice of resignation; or

b. ls absent, without permission of the Chairperson, from three consecutive meetings; or

c. ls convrcted of an offence and sentenced to imprisonment for a term exceeding six

months or to a fine exceeding twenty thousand shillings, or

d. ls incapacrtated by prolonged physrcal or mental illness from performing his dutres as a

member of the Board: or

e. Conducts himself in a manner deemed by the appointing authority to be inconsistent with

membership of the Board.

ll. Any removal of a Board member under (l) above shall be through formal revocation.

lll. A director whose membership has ceased in accordance with para. l. (c) and (e) is not eligible for

appointment to any Board thereafter.

lV. The Company Secretary will ensure thal a record of the apporntment letter, gazette notice and

wntten acceptance by the Board member is kept in the personal file of the Board member.

Board of Directors

The role and functions of the Chairman and the Managing Director are distinct and their respective
responsrbilities clearly defined. The Board comprises of eleven (11) Directors nine (9) of whom are non-
executrve directors including the Chairman. Altemate Direclors for the parenl minislry and National
Treasury also sit in the Board. The Board defines the Company's strategies. objectives and values and
ensures that procedures and practrces are set in place to ensure effeclive control over strategic financial,
operational and compliance issues.

ln line with the provisions of Mwongozo code of conduct, the Board of Directors strived to ensure that the
Company complies with the provisions of the constitution and all applicable laws, regulations, codes and
applicable standards. The Board has put in place intemal procedures and monitoring systems to
promote compliance with strategic obiectrves of the Company and submrt compliance reports on all
statutory obligations to the respective Govemment Departments/Agencres within the specifaed timelines.

ln further compliance with provisions of Mwongozo code of conduct, the Board drd establsh the reguisrte
Board Committees chaired by members with reqursite qualifications and experience (for such
committees) so as to ensure thal lhe overall strategic objectives of the Company are achieved.
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CORPORATE GOVERNANCE STATEMENT......Continued

Except for direction and guidance on general policy, the Board delegates authonty of its day-to-day
business to Management through the Managing Director. The Board nonetheless is responstble for the

stewardship of the Company and assumes responsibilities lor effective control over the Company.

The Company, being a State Corporation, the lnspector General of State Corporatlons attends both

Board and Board Commtttees for oversight and advisory purposes in accordance wlth the State

Corporations Act.

The Company Secretary attends all Committee and Board meetings. Her role ts to advise the Board on

all corporate govemance matters as well as prevailing statutory requirements coupled with taking
minutes at Board meetings/functions.

Nzoia Sugar Company is established by and denves its authority and accout'ltability from the State

Corporations Act Cap 446 and the Company's Act Cap 486 of 2015 of the laws of Kenya.

The Board of Directors, duly cognizant of its role in safeguarding shareholders' assets and ensunng a

suitable retum on investment, reaffirms rts commitment to upholding polictes and strategles that enhance
transparency and accountability. The Board has a board charter that outltnes the structure, duties,
procedure and the standard of service delivery. The company is committed to maintaining the highest
standards of integnty, professronalism and business ethics in all its operattons. The company has a code

of ethics which gives senior management the responsibilfy of ensuring legal and statutory compliance. ln

additon, the Code deals with situations relating to best practrces as well as those sttuations that may glve

rise to conflict of rnterest in the conduct of buslness.

Board Meetlngs

The Board holds meetings on a regular basis as per approved Board calendar. Special meetings are

called when it is deemed necessary to do so in order to handle an urgenl matter that cannot otheMise
await a normal Board meeting.

Committees of the Board

The Board setup the following Board commrftees which meet under well-defined terms of reference set

by the Board. This was intended to facllitate effioent decision making of the Board in the discharge of its
mandate and obligations.
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CORPORATE GOVERNANCE STATEMENT...... Continued

BOARD COMM]TTEES

Name of the Committee Members

Finance and Establishment Committee i)
ii)
iii)
iv)
v)
vi)
vii)

Hon. Bonface Okhiya Otsiula
Mr- Okwakau lno Jonathan
Mr. Rachard Nioba
Ms. Millicent Anyango
Ms. Carolyne Temoi
Treasury representatrve
Ms. Theodora Gichana

-Chair
- Member
- Member
- Member
- Member
- Member
- Member

Human Resource and Admrnistration Comnlittee i)

ii)

iii)
iv)

v)
vi)
ui)

Mr. Kwakau lno Jonathan
Bishop Patnce Chumba
Ms. Carolyne Temor

Mr. Daniel Muimi
Hon. Bonface Okhiya Otsrula
Mr. Protus Wanyonyi Khisa
M s. Theodora Gichana

- Chair
- Member
- Member
- Member
- Member
- Member
- Member

Business Development Committee i)

ii)

rii)

iv)

v)

vi)

Ms. Millicent Anyango Abudho
Mr. Benson Chahasi
Ms. Elizabeth Mudukiza
Mr. Richard Njoba
Mr. Protus Wanyonyi Khisa
Ms. Theodora Gichana

- Chair
- Member
- Member
- Member
- Member
- Member

Audit and Risk Committee i)

ii)

iii)
iv)

v)

vi)

Schedule of meehngs held during the period

Main Board Ordinary
Special

BDC Ordinary
Special

HR&A Ordinary
Special

F& EC Ordrnary
Special

Audit Ordinary

Mr. Daniel Muimi
Bishop Patrice Chumba
Ms. Elizabeth Mudukiza
Mr. Benson M. Chahasi
Treasury representative
Ms. Theodora Gichana

- Chair
- Member
- Member
- Member
- Member
- Member

1

2

1

0

2
't

1

0

Note: The Board was appointed on 17th February, 2023
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MANAGEMENT DISCUSSION AND ANALYSIS

1. AGRICULTURE OEPARTMENT

A summary of the achievements for the 12 months from 1't July 2023 to 30th June 2024

i. Area under cane

The total area under cane of 17,0'12 Ha was below target due to reduced cane planttng arising from

tnadequate funds for cane development specifically in the out growers and abandonments by farmers.

ll. Cane Planting

During the quarter, a surface of 215.89 Ha was surveyed and 272.14 Ha was recrulted awaiting survey

totalling to 488.03 Ha in the Out growers whrle in the Nucleus Estate a surface of 7.70 Ha was planted.

The cumulative surface of 509.79 Ha was planted in the Nucleus Estate as at 30rh June, 2024 against a

target of 500.00 Ha. ln the Out growers, a surface of 620.65 Ha for growing cane developed by farmers

and company was surveyed against a target of 1,000.00 Ha.

lli. Fertillzer

During the quarter, the company was regtstered and allowed to access subsidized fertilizer from National

Cerea-ls and Produce Board at a subsidized cost of Kes,250O per bag of 50 kg. Nzoia was allowed 17,000

bags of planting and 17.000 bags of top-dressing fertilizer. Cash flow challerrges didn't allow redeeming of

the quotas allocated.

iv. The overall targeted cane yield of 55 TCH

The overall targeted cane yield of 55.00 TCH was not achieved due to harvesting of cane that was nol

supplied with fertilizer.

Way forward

Source for additional resources ,or enhanced cane development both in the Nucleus Estate and

Oul-growers.
For iustainable cane supply, prompt payment of farmers is key and timely payments of Nucleus

Eslate weeders will motivate them for continued services.

I[::13ff 1ff1i$,,.",," reduce ralow surrace in the Nucreus

I

TARGETACTUAL
%VARlANCE

of Actual &
Budget

20221202
3

12 MONTHS 2023t2412 MONTHS 2023124

TOTALTOTALOG N/EN/E TOTALOG

PERFORMANCE
PARAMETERS

(8.04)%(1,488)
17.467.193 400 18,50017,O12 1 5.1 00214314,869Area under cane

(Ha)
t29.34)%(46e)

462.75600 1,6001,000509.79
1,130.4

4620.65Cane Planting
(Ha)

(9e.81)%(6.238)
6,250 01,250 5,000

120 1'>DAP (50 Kgs
Baq)

(8e.79)%
0

(5,612)
6,2501.250 5.000638 6380UREA (50 KgS

Baq)
(13.13)%(4.1s)
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2. FACTORY DEPARTMENTS

ln the period under reMew from l"tJuly 2023 to 30th June 30th 2024, the company milled 162,294'41 tons

of cane against a target of 3O0,OOO tons resulting to a negative vanance of t37,705 tons of cane and
produced 

-t 
O,aOO.OZ tons of sugar worth Kes.986,785,857.68 against a target ot 27,182 tons worth

Kes.2.577,614.696 grving a negative variance ot '16,776 tons worth Kes1,590,834,528. The TC/TS

averaged 15.96 against a target of 11.04 givrng a negative variance of 4.92.

a. 12 MONTH KEY PERFORMANCE INDICATORS FOR
2023-2021

Parameter
Actual
2023t2024

Target
Actual
2022t2023

Cane Milled
(T ons)

162,294.41 300,000 161,946.12 (137,706) (45.90)%

Sugar Bagged
(Tons)

't0,406.07

15 96

27,',182 11 005.89 (16,776) (61.72f/o

TC/TS 11.04 14 67 (4.e2) (44.57)o/o

Factory Time
Efficiency

54.94 86.00 42.45 (31.06) (36.12)o/o

Pol in Cane
f/")

10.32 11.50 10.04 (1 .18) (10.26)

Variance
of Actual &
Budget

ll
iii
iv

b. PERFORMANCE

i. cane milled and sugar bagged for the period under review were below target due to;

a) Lack of critical spares for replacement ot worn out equipment affecting factory time efficiency
and sugar recoveries

b) Lack of cane in the yard for milling.
c) Low pol rn Cane

AREAS OF Co N CERN IN THE F ACTORY

Cane feeding and back feeding devices are worn oul. Overhead crane motors weak due to frequent

rewinding and lack of cane stacker.
Boiler water feed pump tailure. Weak wom-out pumps having frequent failures. High risk area

Lack of turbine and Centrifugal spares leading to high risks
Worn out Sugar boiling vicuum pans causing poor/slow boiling affecting Sugar quality and

recovery.
The vanous valves and pipes are wom out
Exiting staff due to retirement.

To undertake on the run maintenance in weak areas of high risks to operations.
To undertake complete annual maintenance ln as soon as possible'

To procure and avail the critical spares/materials and replace the worn-out equipment to improve
perf orm ance/efftciency.

vi

I
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MANAGEMENT DISCUSSION AND ANALYS|S"""Continued

PERFORMANCE HIGHLIGHTS

Net Turnover (Kes. Bill ions) ?00
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING

Environmental and Sustainability Reporting is the disclosure and communication of environmental, social

and governance (ESG) goals as well as a company's progress towards them. Corporate Social

Responsibility (CSR) is the continuous commitrnent by the company to behave ethically and contnbute to

the economic development while improving the quality of life of the work force, their families as well as

the local community and society at large.

Source. World Business Council of Sustainable Development-WBCSD

Through ESG activities, Nzoia Sugar Company has been able to enioy mutually beneficial relationships

with the community and the environment around it. The company has a Corporate Social Responsibilily
policy in place that guides the selection, approval and implementation process of all CSR projects and is

developing an ESG policy to widen the scope.

a) Sustainability strategy and profile

The company has deployed resources for the development of departmental business continuity plans.

ThiS gave assurance that the company shall be able to continue operations and restore services in the

event of a disaster that damages its assets and infrastructure. The company has a data centre that is

used for data back up to ensure staff are able to access their data in case of disaster or emergency.

b) Environmental performance

The company has always conserved the environment by planting trees and donating tree seedlings to

schools to plant during annual tree planting exercises, during the year 39,755 trees were planted.

Furthermore, we sell tree seedlings to our farmers and the surrounding community at subsidized prices.

The Company donated 1200 tree seedlings to various institutions to plant in their various institutions.

c) Employee welfare

The Company has a Human Resource policy that subscnbes to the tenets of the public service values

and principles in the recruttment of staff, as provrded in Article 232 ot lhe constitution. Staff are subjected

to a fair performance appraisal whose output, amongst other aspects, is the identification of areas of

improvement and training.

The company is in conformity with the requirements of the Occupational Safety and Health Act of 2007'

(osHA,2007).

The gender ratio of Male to Female as at 30th June 2024 was 69% to 31%.

d) Market place practises

Responslble competition practice.

The company has a pricing comminee for its main products sugar and molasses. The committee ensures

that the company products are sold at the best market price and the process has checks and balances to

weed out any corruption and unfair competition.

Responsible supply chaln and supplier relations

The company strives to maintain good business practices by ensuring that honours contracts and

communicates with the suppliers in case of delayed payments-
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Responsible mar*eting and advertisement

The company advertises its products on well known online platforms like the Nzoia website, Facebook,

WhatsApp, main stream print and mass media that are well regulated. This ensures that the company

reaches a large market platform and informs all customers about its products and services without

discrimination.

Product stewardship

The company products are produced in a clean and sale environment to the satislaction of all

stakeholders. The products are checked at various stages of production to ensure the quality is

acceptable and fit for human consumption.

e) Corporate Social Responsibility

Water

The company supplies clean water to the community around through various water points erected in the

markets neighbouring the company. ln addition, the company also supplies clean water to our farmers for

use during funerals upon request and subject to provision of fuel and machinery.

Education
The company has conttnued to invest in the education sector and this has been underpinned by the

recognition that a skilled and htgh impact talent pool is cntical for Kenya's long-term economrc

development. As a demonstration of the commitment to the education sector. the conlpany is the main

sponsor to two primary and two secondary schools in Bungoma County.

Healthcare
The Company has continued to support the community by offering medlcal services on an emergency

basis to the community including provision of Mother to Child Healthcare services and other medical

services fronl the Company Clinic. The company also has a VCT Centre which offers free Counselling

and Testing for HIV/AIDS victims.

The Company partnered with Hopkins Crescent Hospital to conduct a medical camp at Sudi Stadium via

provision of venue facilrty. The following health challenges were addressed during the camp; Diabetes,

High Blood pressure. Sickle cell anaemia, anti - ligger campaign, and a blood donatron drive.

lnfrastructure
As part of ESG and subJect to availability of machines and funds, the Company supports the

infrastructure wnhin its Out growers' zone by grading and gravelling roads'

Youth development and sPotts
Nzoia Sugar Company is a full sponsor to Nzoia Sugar FC. The team currently plays at the Kenya

premier League. The team employs talented young youths and nurtures them to be great players.
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REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements of Nzoia Sugar Company
Limited (the "company") for the year enoed 30th June 2024, which shows its state of affairs.

The audited financial statements of the company are used by the company shareholders, customers,
employees, lenders and the general public.

PRINCIPAL ACTIVITIES

The principal activities of the company are the production and sale of sugar and other by products

PRODUCTION

The following are the comparative statistics of cane processed and sugar production for the last five
years:

Sugar Cane
bagged milled TC:TS

2023t24
2022t23
2021t22
2020t21
2019t20

(Tonnes)
10,264
11,006
14,240
28,474
11,624

(Tonnes)
162.294
161 ,946
242,851
440.266
193,288

15.96
14.67
16.97
15.41
16.99

RESULTS

The results for the financial year ended 30 , June 2024 ate set out on pages 1 to 48

2024 2023
KES OOO' KES OOO"

Turnover

Profit/Loss before lnterest & Tax

ProfiULoss after tax

1,169,310

fi.178.221\

(1.178.196)

1 .312,758

(3.276.182\

(4.165.153)

DIVIDENDS
The directors do not recommend a dividend in respect of the year (2023124- KES Nil)

DIRECTORS
The current directors of the company are listed on page Vi-

AUDITORS
The Auditor General is responsible for the statutory audit of the company's books of account in
accordance with article 229 of the Constilulion of Kenya and the Public Audit Act 2015, for the year
ended June 30,2024

Bu ngo a
ec retary
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STATEMENT OF OIRECTORS' RESPONSIB!LITIES
section 81 of the Public Finance Management Acl,2012 and state corporations Act cap.446 requiresthe directo-rs to prepare financial statem6nts for eaih financial year wnicrijlve a iiue 

"no 
fair view of thestate of affairs of the company as at the end of the financial year and of irs"operatipg results for that year.It also requires the directors.to ensure that 

_the .orp"ny keeis propei a""o-Jniing'r".oros which disclosewith reasonable accuracy at any time the financial poiition bt ih" .orp";; 'in""y 
,r"" also responsiblefor safeguarding the assets of the company

The directors are responsible for the preparation of financial statements that give a true and fair view inaccordance with lnternational Financiai Reporting Standards and the ru[uiiements of lhe Kenyacompanies Act, and for such inlernal financial co"ntrols as the director. oJeirlne are necessary toenable the preparation of financial statements that are free from material misstatements, whether due tofraud or error.

The directors accept responsibility for the annual financial statements, which have been prepared usingappropriate accounting policies supported by reasonable and pruoeni juog;me;lts and estimates, inconformity with lnternational Financial Reporiing Standards and in the mariner iequired by the KenyaCompanies Act. The directors are of the opiniorithat the financial statements give a true and fair view ofthe state of the financial affairs of the Corporation and of its op"rating-r"sr:11.. 
'rn" 

directors furtheraccept responsibility for the maintenance of accounting records whi;h m;y be relied upon in thepreparation of financial statements, as well as adequate systems of internal financial control.

As disclosed in note 3 to the financial statements, the directors acknowledge that the company,s ability locontinue.with its operations as a going concern depends on continu-ed financial support from itsshareholders The directors are confident that the company will successfully return to profitableoperations in the near future. Accordrngly, the directors consider the going concern assumptionappropriate.

Approval of the Financial Statements

The Nzoia.suggr.company Limited Financiat statements were approved l3fr,SEfftffu!EQ zozq
and signed on its behalf by:

Hon. Alfred Khangati
Chairman Board of Directors

CPA Ezron Kotut
Managing Director
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NAIROBIOFFICE OF THE AUDlTOR.GENERAt

l'.trltuncittll ..1ct r nt n lu h ilit.t'

REPORT OF THE AUDTTOR.GENERAL ON NZOIA SUGAR COMPANY LIMITED FOR
THE YEAR ENDED 30 JUNE,2024

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lav'fulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose;and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

Repod of the Audilor-General on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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PREAMBLE

I draw your attention to the contents of my report which is in three parts:



REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Nzoia Sugar Company Limited
set out on pages 1 to 56, which comprise of the statement of financial position as at
30 June, 2024, 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 and Section 35 of the Public Audit 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 Nzoia Sugar Company Limited as at 30 June, 2024, 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
and the Public Finance Management Act, 20'12.

Basis for Qualified Opinion

l.Unsupported Valuation of Biological Assets

The statement of financial position reflects an amount of Kshs.937,083,000 in respect of
biological assets which, as disclosed in Note 5 to the financial statements, includes an
amount of Kshs.75,720,000, Kshs.260,132,000 and Kshs.64,945,000 in respect to
additions at cost, gain arising from changes in fair value attributable to physical changes,
and loss arising from changes in fair value attributable to price changes respectively.
However, the supporting ledgers for additions, and changes in fair values were not
provided for audit review. Further, Management has made a disclosure that valuation of
biological assets was based on market price of Kshs.5,125 per ton of sugarcane.
However, it was not possible to confirm how planted sugarcane of different ages in the
farm could be measured in tones.

ln the circumstances, the accuracy and completeness of biological assets balance of
Kshs.937,083,000 could not be confirmed.

2.Unsupported lntangible Asset

The statement of financial position reflects a balance of Kshs.142,209,000 in respect of
intangible assets and as disclosed in Note 16 to the financial statements. The intangible
assets represent an Enterprise Resource Planning (ERP) system which was acquired in
March, 2016 at a cost of Kshs.282,600,000. However, as at 30 June, 2024 the

Repod of the Auditor-Genenl on Nzoia Sugar Company Limited forthe year ended 30 June, 2024
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implementation of ERP system was at 80% and a total payment of Kshs.212,800,000
representing 75o/o of the project cost had been made. Although Note 16 to the financial
statements indicates that the ERP has been amortized over the years with amounts
totaling Kshs.90,357,000, no explanation was provided on the basis of amortizing an

incomplete project. Further, no justifiable explanation was provided for the undue delay
in completing the project.

ln the circumstances, the accuracy and completeness of intangible assets balance of
Kshs.142,209,000 could not be confirmed.

3.Unsupported Deferred lncome Tax Liability

The statement of financial position reflects a deferred taxation liability balance of
Kshs.3,885,282,000 for both the current and previous financial years and as disclosed in
Note 27 to the financial statements. The balance includes deferred tax liabilities
amounting to Kshs.4,367,994,000 which in turn includes; accelerated capitalallowances
of Kshs.1,719,603,000, fair value adjustment of biological assets of Kshs.102,816,000,
and revaluation surpluses of Kshs.245,575,000, less realized deferred tax assets
amounting to Kshs.482,712,OOO which also includes; provision for service gratuity of
Kshs.73,184,000, provision for staff leave pay of Kshs.26,741,000, unrealized exchange
losses of Kshs.17,214,OOO, general doubtful debts provision of Kshs.268,633,000,
provision for obsolete stocks of Kshs.96,940,000, tax losses available for offset against
future profits, and deferred tax assets not recognized of Kshs.5,535,461,000 each.
However, the supporting ledgers and supporting documents were not provided for audit
review.

Similarly, Note 5 and Note 30 to the financial statements have indicated loss in fair value
adjustment of biological assets and reduction in provision for staff leave amounting to
Kshs.64,945,000 and Kshs.19,128,000 respectively which do not have an impact on the
deferred tax liability.

ln the circumstances, the accuracy and completeness of deferred taxation liability balance
of Kshs.3,885,282,000 could not be confirmed.

4.Long Outstanding Goods in Transit

The statement of financial position reflects a balance of Kshs.322,401,000 in respect of
inventories which, as disclosed in Note 19 to the financial statements, includes a balance
of Kshs.268,139,000 relating to consumables out of which Kshs.72,106,497 is in respect
of goods in transit. Records available indicate that the goods have been in transit for the
last nine (9)years.

ln the circumstances, existence and valuation of the inventories balance of
Kshs.322,401,000 could not be confirmed.

Report of the Auditor-Genenl on Nzoia Sugar Company Limited forthe year ended 30 June, 2024
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The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Nzoia Sugar Company Limited
Management in accordance with ISSAI 130 on the 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 qualified opinion.

Material Uncertainty Related to Going Concern

The statement of profit or loss and other comprehensive income reflects a net operating
loss of Kshs.1 ,178,196,000 and a comparative loss of Kshs.4,165,153,000 realized in the
previous financial year 202212023. ln addition, the current liabilities balance of
Kshs.4,336,227,000 exceed the current assets balance of Kshs.1,288,135,000 by
Kshs.3,048,092,000, which demonstrate that the company is unable to meet its financial
obligations as and when they fall due.

Further, the Company had accumulated losses totaling Kshs.4,258,724,000 as reflected
in statement of changes in equity. This state of affairs indicates a severe financial
challenge facing the Company which raises significant doubt on its ability to operate as a
going concern. Management has disclosed the material uncertainty related to going
concern in Note 3 to the financial statements and has indicated that there are plans to
privatize the Company which will include restructuring of the Company and bring new
investors on board.

ln the circumstances, the Company is technically insolvent and its continued existence
as a going concern is dependent on the financial support from its creditors and the
Government.

My opinion is not modified in respect of this matter

Emphasis of Matter

l.Budgetary Contro! and Performance

The statement of comparison of budget and actual amounts does not include the total
revenue, capital expenditure, a comparison of original and final budget, and budget
utilization as a percentage in accordance with the prescribed Public Sector Accounting
Standards Board approved financial reporting template.

The statement reflects budgeted revenue amounting to Kshs.5,221,411,000 against
actual revenue of Kshs.1,364,497,000 resulting to an under-collection of
Kshs.3,856,914,000 or 74o/o of the budget. Similarly, the statement reflects other

Repod of the Auditor-General on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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operating income budget of Kshs.46,100,000 against actual loss amounting
Kshs.36,423,000 resulting to under-collection of Kshs.82,523,000 or 178o/o of the budget
revenue. Further, it reflects recurrent expenditure budget of Kshs.1,455,929,000 against
actual expenditure of Kshs.1 ,095,254,000 resulting to an under-expenditure of
Kshs.360,675,000 or 25o/o of the budget.

The under-performance affected the planned activities and impacted negatively on the
profitability of the company.

2.!dle lnvestment Property

lncluded in the balance of non-current assets of Kshs.9,185,074,000 shown in the
statement of financial position is a balance of Kshs.303,978,000 relating to investment
property which, as disclosed in Note 17 to the financial statements, relates to the
Company's residential property situated in Kileleshwa, Nairobi. The property attracts
annual land rates of Kshs.112,600 and has a market monthly rental income of
Kshs.75,000. However, as reported previously, the property has not been occupied for
the last eleven (11) years which translates to loss of rental income totaling to
Kshs.9,900,000.

Although attempts were made in 2017 to get approval from the Ministry to develop the
property, no evidence was provided of any follow up on the matter.

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. Except for the matters described in

the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

ln the report for the previous year, several issues were raised under Report on the
Financial Statements and Report on LaMulness and Effectiveness in use of Public
Resources. However, the issues had not been resolved and Management did not provide

satisfactory reasons for the delay in resolving the issues.

Other lnformation

The Directors are responsible for the other information set out on page iii to xxxi which
comprise of Key Company lnformation, Board of Directors, Key Management Team,
Chairman's Statement, Managing Director's Report, Statement of Performance Against
Predetermined Objectives, Corporate Governance Statement, Management Discussion
and Analysis, Environmental and Sustainability Reporting, Report of the Directors,

Repoft of the Auditor-Genent on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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Statement of Directors' Responsibilities. The Other lnformation does not include the
financial statements and my audit report thereon.

ln connection with my audit on the Company's financial statements, my responsibility is

to read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistentwith the financial statements or my knowledge obtained in the audit
or otheruvise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this Other lnformation I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lavyfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1.Low Rendement (Yield) Below the lndustry Standard

Note 4 to the financial statements reflects gross sales amounting to Kshs.1,356,400,000.
However, records provided for audit indicate that the Company milled 162,294 tons of
sugar canes during the year under review to produce 10,406 tons of bagged sugar,
resulting in a rendement of 6.4% of the produced sugar. This is below the recommended
rendement of 1Oo/o as per Regulation 21(a) of the Crop Sugar Regulations, 2020 which
provides that the miller shall strive to mill sugarcane efficiently to realize maximum returns
for both parties by achieving the following standards; in the case of sugar cane, ton
cane/ton sugar ratio of 9 or rendement oI 1O%.

ln the circumstances, the efficiency of the factory was below the standards set by the
industry.

2.Staff Costs

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.759,949,000 in respect of administrative expenses which, as disclosed in Note 9 to
the financial statements, includes an amount of Kshs.502,476,000 relating to staff costs.

Report of the Auditor-General on Nzoia Sugar Company Limited forthe year ended 30 June, 2024
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However, the following unsatisfactory matters were noted

2.1 Excessive Wage Bill

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.759,949,000 in respect of administrative expenses which, as disclosed in Note 9 to
the financial statements, includes an amount of Kshs.502,476,000 relating to staff costs
which represents 37% of the total revenue balance of Kshs.1,364,497,000. This was
contrary to Regulation 26(1)(a) of the Public Finance Management (National
Government) Regulations, 2015 which states that staff costs of a public entity should not

exceed 35o/o of the revenue.

ln the circumstances, Management was in breach of the law

2.2 Lack of Ethnic Diversity in Staff Recruitment

Review of the company's staff compliment for the month of June, 2024 shows that five
(5) or38% outof thirteen (13) board members, ten (10) or71o/o outof fourteen (14)top
management and five hundred and fourteen (514) or approximately 93% out of the five
hundred and fifty-four (554) permanent employees, were members of the dominant ethnic
community contrary to Section 7 of the National Cohesion and lntegration Act, 2008 which
provides that all public establishments shall seek to represent the diversity of the people

of Kenya in employment of staff and ensure that not more than one-third of its staff are

from the same dominant ethnic community.

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

2.3 Failure to Adhere to the One- Third Basic Salary Rule

Review of monthly payrolls revealed that one hundred and sixty-seven (167) employees
received a net salary that was less than one third of their basic salary, contrary to the
requirements of Section 19(3) of the Employment Act, 2007 which provides that the total
deductions from salaries of employees shall not exceed two-thirds of their respective
basic salaries.

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

2.4 Avoidable Cost Related to Suspension of Employee

lncluded in Note 9 to the financial statements are administrative expenses of
Kshs.759,949,000, which includes legal and professional fees amount of
Kshs.13,311,000, which in turn include an amount of Kshs.7,601,400 paid to a former
managing director who was appointed in the year 2016 for period of 3 years. However,
the managing director was suspended due to allegations of corruption and paid half salary
entitled to the position of finance manager. The Court decree of 9 January, 2024 states

Report of the Auditor-Genent on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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that the payment of salary was unfair and ordered the Company to pay plaintiff a terminal
due totaling to Kshs.7,601,400 as cost of suite and interest.

ln the circumstances, the Board's failure to follow due process of termination of
employment contract led the Company to incur avoidable cost awarded to plaintiff by the
Court.

3.Failure to Remit Statutory and Other Deductions

Review of supporting ledgers to Note 28 to the financial statements in respect to trade
and other payables balance of Kshs.3,941,623,000 revealed unremitted statutory and
other deductions including National Social Security Fund, National Hospital lnsurance
Fund, Pension and Pay as You Earn (PAYE) amounting to Kshs.998,001,002. This was
contrary to the provisions of Section 37(1) of the lncome Tax Act and Sections 5 and 6 of
the Business Laws (Amendment) Act,2021.

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

4.Non-Compliance with Executive Order on Procurement

During the year under review, the company procured goods and services outside e-
procurement since bid documents were issued and delivered manually contrary to
Presidential Executive Order on Procurement of Public Goods and services that requires
that all public procurement will be undertaken through the electronic platform of the
lntegrated Financial Management lnformation System (lFMlS).

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in

the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Report of the Auditor-Genent on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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Basis for Conclusion

1. Failure to Carry Out Annual Performance Appraisal of lnternal Audit unit

During the year under review, the Company audit committee did not carry out annual
performance appraisal of internal audit unit in order to evaluate its effectiveness, and
there did not exist a documentary evidence of the annual report forwarded to The National
Treasury as required by Regulation 166(1)of the Public Finance Management (National
Government) Regulations, 2015 which provides that each year the internal audit unit of a
national government entity shall assess its own effectiveness through an internal
performance appraisal and shall carry out annual review of the performance of the internal
audit activity commenting on its effectiveness in the annual report to National Treasury.
(2) Each year the Audit Committee shall carry out annual review of the independence,
performance and competency of the internal audit unit and comment on their
effectiveness in the annual report.

ln the circumstances, the effectiveness of the internal audit function could not be

confirmed.

2.U nlawful Termination of Employment Contract

A court ruling between a former employee (PlaintifQ versus Nzoia Sugar Company
Limited (Defendant) was delivered in May, 2022where the defendant was ordered to pay

an amount of Kshs.5,217,893 to the plaintiff for unlawful and unfair termination of the
former employee. The court found that the termination of the employee's contract by

company was unlaMul and unfair.

ln the circumstances, the effectiveness of human resource management could not
be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance

were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Repott of the Auditor-Genenl on Nzoia Sugar Company Limited for the year ended 30 June, 2024

Page 9

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015,1report, based on my audit, that:

l. 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;
ll. lnformation given in the directors' report on page xxx is consistent with the financial

statements; and
lll. The auditable part of the directors' remuneration report on page 26 has been

properly prepared in accordance with the Companies Act, 2015.



Responsibilities of the Management and Board of Directors

The Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Financial Reporting Standards and
for maintaining effective internal controls as the 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
controls, risk management and governance.

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

The 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, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in

an effective way.

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

Auditor-Genera!'s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement 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

Repod of the Auditor-Genenl on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a

conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment 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.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at:

responsibilities-for-audiU. This descri
https://www.o aokenva.qo.ke/au ditor-qenerals-

ption forms part of my auditor's report

FCPA , CBS

Nairobi

31 December,2024

Repoft of the Auditor-General on Nzoia Sugar Company Limited for the year ended 30 June, 2024
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STATEMENT OF PROFIT Oi{ i-.ISS AND OTHER COMPREHENSIVE INCOME FOR THE

YEAR ENDED 30 JUNF- 202r+

N0te

2024

KES'000'

1 ,163.31 t)

195,1 87

1,364,497

(1,411,041_)

(46,544)

(78,M8)

42,225

{36,423}

(759,949)

12,6521

(325,183)

(7,47o)

(1,0e5,255)

{'1,178,221\

z,)

2023

KES'OOO'

1 .312 .7 58

1,442,552

651 909

(20E,347)

223

4rj,706

45,929

(3,080,948)

(1,763)

(?2, 169)

(7. 885 t

(3,112,7641

{3,276,18?}

,i'l

(889.024)

[ievr:nue

itrair valrre galn/(loss) ori lliolc(li,j.ii
asse[s.

rOTAL REVENUE

(.cst of sales

G,'oss profrt

OTHER OPERATINC INCOME
Gatns on Disposal of Norl-F i[]3ll0al
Assets
Other lnconte

ndnrnistrative expenses
Marketing and distnbutton costs

Depreciation of proprirty oiarll &
n lschinery
Ar r r-:rtizaliorr ol it)tarl (J!hl,' r-\ s s.'tr'

.I'O1 AL OPERATING EXPENSES

OPERATING PROFIT( L.OSS}

Finance income

Finance costs

L-1

7

I

o

10

iai

11

,.)

PROFIT/{[.OS5)BEFORE TAX A.rlON (1,178.196) (d,165,153)

f axation credit/(charge) 14

PROFIT(LOSS) AFTER TAXATION {L178,196) EJ.q9J-T}

OTHER COMPREHENSTVE
tNcoME(LOSS)

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

Egi*xgs) g,lgt1til

Earrrings per share is negative Kes.2.170

The notes set out on pages 6 to 48 form an integral part of these Financial statements

| . ! - lr !!! r r'r
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Nzoia Sugar Conrpany Limited
Annual Reports and Financial Staternents
For the 1'ear ended June 30, 202{

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2024

ASSETS
Non-current assets
Property, plant and equipmenl
lntangible assets
lnvestment property
Out-growers balances

Current assets
Due from Out-growers
lnventories
Biological assets
Trade and other receivables
Short term deposits
Cash and bank balances

Total assets
EQUITY AND LIABILITIES
Equity
Share capital
Revaluation surplus
Retained earnings
Shareholders' equity
Non-current liabilities
Long term borrowings
Deferred income taxalion lrability

Current liabilities
Borrowings
Trade and other payables
Provident fund obligation
Defined benefit scheme liability
Provision for staff leave pay
Taxation payable

Total equity and liabilities

Hon. Alfred Khang'ati
Chairman Board of Directors

CPA Ezron Kotut
Managing Director

CPA Peter Simiyu
Finance Manager

2024
KES'OOO

8,738,504
142,209
303,978

383
9,185,074

767
322,401
937,083

19,131

8,754
1 ,288,135

10,473,209

543.000
5,967,425

(4,258,724)
2,251,700

3,885,282
3,885,282

2023
KES'000

9,054,089
149.679
303,978

17.691
9,525,436

35.382
494,901
791 942

28.289

1.412
1,351 ,925

'10,877,361

543,000
5,967,425

(63,0S9,847)
(56,s89,422)

46,308,296
'16,335,495

161,489
240,500

35,073
726

'18

19
5

20
21
ll

15
16
1a

18

23
24
25

26
27

26
28

29a
29b
'ln
14

3,941,623
159,158
219,500

15,945

4,336,227

10.423JO9

63,081,579

10.877-1q1

The Financial Statements-s-et out on pages 1 to 4 were approved anci authorised for issue by the Board of
Directors on...1,3fl!..$.*.fT(*,Q',t't*-zoza and weie srgned on its behalf by:

Page 2
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499.922
3,885,282
4,385,204
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Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For,the year ended June 30, 2024

STATEMENT OF CHANGES IN EQUIry FOR THE YEAR ENDED 30 JUNE 2024

Total
loss)

comprehensive profit(

At 30 June 2023

Movement for the
ending 30 June2024

period

Total comprehensive profit(
loss)

At 30 June 2024

57,662,927

(1,178,196)

543,000 5,967,425 (4,258,7241

s43,000 5,967.425 (58,934,693) (s2,424,27O)

(4,165,153) (4,165,153)

543,000 5,967,425 (63,099,846) (56,589,422)

Share
capital

KES'OOO

Revaluation
surplus

KES'000

Retained
deficit

KES'OOO
Total

KES'000

57,662,927

(1,178,196)

2,251,700

The revaluation 
-surplus represents the net cumulatrve surplus arising from revaluation of property, plant andequipment net of reclassification, adjustments, depreciation and deferre? taxation. The revaluation suiptusis non-distributable.

The movement.for the period relates to the write off of loans, levies, taxes and penalties by the Government ofKenya during the year under review. The National assembly of Kenya approved action plans to revive andcommercialize state owned. sugar companies on 14th September zozs, write off of debts, levies, taxes ancipenalties being among the plans as per the Certificate No.oi9/13rh/2023 of the National Assembly of Kenya.

Page 3
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Nzoia Sugar ('ompanY l-imited
.\nnual Reports and Financial Statements

['or thc year endcd ,Iune 30, 202'1

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2024

CASH FLOWS FROM OPERATING
ACT!V]TIES

Cash generated from/(used in) operations
lnterest received
lnterest paid
Taxation paid

Net cash generated from/(used in) operating
activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Additions to property, plant and equipment
Additions to biological assets

Net cash used tn investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Loans received
Loans repaid

Net cash (used in)/generated from financing
activities

INCREASE(DECREASE) IN CASH AND
CASH
EQUIVALENTS
CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT
THE END OF THE YEAR

Note

31 (a)
12

14

1E

2024
KES'OOO

221.101
25

2023
KES'OOO

(353,103)
53

5

221 j26 (353,050)

(1s9,065)
(75,720)

(32,816)
(131 ,126)

(214,784\ (163,s43)

499,922

499.922

26
26

31(b)

7.342

1.4',t2

8,754

(17,070)

18.482

1,412
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Nzoia Sugar ( omPanl' Limitetl
,\nnual Reports and Financial Statements

For lhe year endcd .Iunc 10, 2024

STATEMENToFcoMPARISoNoFBUDGETANDACTUALAMoUNTSFoRTHEPER]oDENDED

3OIH JUNE 2024

Revenue

Fair value gain/(loss) on blologlcal

assets

TOTAL REVENUE

Cost of sales

Gross Profit

OTHER OPERATING INCOME
Gains on Disposal of Non-Financial
ASSetS

Other lncome

Administrative exPenses

Marketing and distribution costs

Depreciation of Property. Plant &

machinery

Amortisation of intangible Assets

TOTAL OPERATING EXPENSES

oPERATING PROFIT(LOSS)

Finance income

Frnance costs

PROFIT(LOSS)BEFORE TAXATION

Taxation credlU(charge)

PROFIT(LOSS} AFTER TAXATION

Nole

4

5

b

Shs'000

1 ,169,31 0

195. 1 87

1,364,497

('l .41 1 .041)

(46.544)

Shs'000

5,221 ,411

5,221,411

(3. 108.214)

2.113,197

ACTUAL BUDGET
PERFORMANC
E DIFFERENCE

Shs'000

(4.052,101)

195,1 87

(s,856,914)

1.697.173

(2,1 5s,741 )

%
UTILIZATIO

N

1' ao

26.13

45.40

(2.2o)

(786.48)

116.97

7

8

(78.648)

42.225

(s6,423)

(759,949)

(2,652)

(s25,183)

(7,47O\

(1,096,254)

l't,178,2211

25

10,000

36,100

46,100

(1,286.202)

(4,500)

(157,143)

(7,884)

(1,455,729)

703,568

9,137

(528.259)

184,446

18/..46

(68,648)

(1s,01 2)

(81,660)

526,253

1,848

160,156

(7.47o)

680,787

(1,560,61if)

25

528.259

(r,s60,58s)

(1 .362.

59.08

58.93

206.93

94.75

76.24

a.27

(638.78)

642) (638.78)

s

10

15

16

11

12

13

(1.178,196)
14

11.178.196)

BUDGET NOTES

l.RevenuehadanadverseVananceduetolowproductionVolumesasaresultofthesugarcane
milling operatlons being .topp-"ol"r 

" 
p"rod of 5 m-on1hs by the Agriculture and Food Authority'

2.Total operating expenses ilor"eo due to wnte off of Government loan expenses and interests

during the Year under revtew

3'FinancecostsreducedduetowriteoffofGovemmentloanlnterestsdunngtheyearunder
review.
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Nzoia Sugar ('ompany Limited
.lnnual Reports and Financiitl Statcmcnts
For the vcar endtd June 30. 202'l

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNlFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

ACCOUNTING POLICIES

(a) Statement of compliance

The financial statements have been prepared in accordance with lntemational Financial Reportang

Standards (IFRS).

For the Kenyan Companies Act reporting purposes, in these financial statements, the balance sheet is

represented by/equivalent to the statement of financial position and the profit and loss account is presented

in the statement of profit or loss and other comprehensive income.

(b) Application of new and revised lntemational Financial Reporting Standards (lFRSs)

(i) Relevant new standards and amendments to published standards effective for the year ended
i0 June 2024

Amendments to The amendments to IAS 12 lncome Taxes clanfy the following aspects:

IAS 12 o [J61s6h5ed losses on debt instruments measured at fair value and
Recognition of measured at cost for tax purposes give nse to a deductible temporary
Deferred Tax difference regardless of whether the debt instrument's holder expects to
Assets lor recover the carrying amount of the debt instrument by sale or by use.
Unreahsed . The carrying amount of an asset does not limit the estimatton of probable
Losses future taxable profits.

. Estimates for future taxable profits exclude tax deductions resulting from
the reversal of deductible temporary differences.

o An entity assesses a defened tax asset in combination with other deferred
tax assets. Where tax law restncts the utilisation of tax losses, an entity
would assess a deferred tax asset in combination with other deferred tax
assets of the same tYPe.

The application of these amendments has had no impact on the Company s
financial slatements as the Company already assesses the sufficiency of the
fulure taxable profits in a way that is consistent with these amendments.

(ii) New and revised IFRSs in issue but not yet effective forthe year ended 30 June 2024

A number of new standards and amendments to standards and interpretations are effective for
annual periods beginning after 1 July 2019, and have not been applied in preparing these finanoal
statemints. None bf theie is expectbd to have a significant effect on the financial statements of the
Company, except the followtng set out below :

IFRS 9 Flnancla! lnstruments ("IFRS 9")

IFRS f, issued in November 2009, antroduced new requirements for the classification and
measurement of financial assets. IFRS I was amended in October 2010 to include

1

Page 6



Nzoia Sugar (--omPanY I.imited
.\nnual Reports and Financial Statements

For the Ycar ended June J0,, 2024

NOTES TO THE FINANCIAL STATEMENTS"""Continued

sUMMARYoFSIGNIFICANTAccouNTINGPoLIcIEsFoRTHEYEARENDED30JUNE2024

1 ACCOUNTING POLICIES (Continued)

Requirements for the classilication. and measurement of linancial liabililies and for de-recognition

and in November 2013 to include the new req,{remenri ror general hedge accounting' Another

;;;;il;;il-ot rrns'g waC issueo rn Julv 2014 mainlv to include:

al impairment requirements for linancial assets; and

b) Limited amendments to the classificahon and measurement requirements by rntroducrng a 'fair value

throughothercomprehensiveincome,(Fwocl)measurementcategoryforcertainsimpledebt
rnstruments.

Key requirements ot IFRS 9:

AllrecognisedfinanclalassetsthatarewithinthescopeoflFRsgarerequiredtobesubsequently
measured at amortised "otii'i 

trir-"Jrl. Speciticatty, debt investments that are held within a business

model whose obiective i, tolofu"t t,e contractual'cash flows, and that have contractual cash 1ows

that are solely payment, or pii",prr "iJrt"r"rr 
on the pnnopal outstanding are.generally measured

atamortisedcostattheendofsubsequentaccountingpo.oo.,Debtinstrumentsthatareheldwlthtna
business model whose obiective is achieved uotn uy collecting contraclual cash flows and selling

financial assets, and tt,at rriie'contractual terms that give rise onlpecified dates to cash flows that are

solely payments ot prin.,pai?Ji"io"rt "" 
tn" pnn"ip"i 

"rornt 
outstanding. are generally measured

at FWOCI. All other debt rnvestments and equlty inveitments are measured at their fair value at the

end of subsequ"n, ,""ouniri-f"rioor. tn aaoitron, under IFRS 9, entrties may make an rnevocable

election to present .ror"qr",lt !n"nll. 
'n 

the farr value of an equity investment (that is not held for

trading nor contlngent 
"on.ii"r"tion 

iecognrsed by an acquirer in a buslness combination to whrch

IFRS 3 applies) in other .i'i-pr-u6-un.lr" in.or" *,tn onry dividend income generally recognised in

profit or loss.

wth regard to the measurement of financral liabilities designated as at tair.value through profit or loss'

IFRS 9 requires that the "r"uni 
oi J"ngu in the fairyatut ot a financial liability that is attributable to

changes in the credit risx oiirrai liauilitly is presenteJ h other comprehensive income, unless the

recognrtion of such 
"5rnq"J'in 

oinuiio*ptu6"ntive income would create or enlarge an accountrng

mrsmatch rn profit o|. to.r. inrnlu, in-Lir'rrtr" attnbutable to a financial liability's credil rrsk are not

subsequently reclassified to-ploiiior r.$ _uld"l IRS 3e the entire amount ol the change in the lair

value of the financial liabilaly designated as fair value through profit or loss is presented in profit or loss'

ln relation to the impairment of financial assets, IFRS 9 requires an expecled credil loss model' as

opposed to an incurred .r"ii,'fo.. *oO"l under IAS 39. Th; expected credit loss model requires an

entity to account to|. 
"rp""i"j 

*dit losses and changes in those expected credlt losses at each

reporting date to reflect cna'nges tn credit 1sk since rniiial recognition' ln other. words' it is no longer
'n"u!;.,jry f";;ir"oit uruniio-hau" o"curred before credit losses are recognized.

Thenewgeneralhedgeaccountingrequirements^retainthethreetypesofhedgeaccounting
mechanisms currently 

"r"if "IOf"-in 
ind 39. iJnder IFRS 9, greater flexibilitl.h": ?:"n introduced to the

types of transactions etrg,odioi h"Jg" ,ccount,ng..specrtid[y broadening the types of rnstruments that

quality for hedging ,nrt*rJni! ,nJiile types ot r]sX compon6nts of non-f-inancial rtems that are eligible

for hedge accounting. fn 
"JJition, 

the etiectiveness tesf nas been overhauled and replaced with the

principle of an ,economi" ,-JJ..iriiip. Retrospective. assessment of hedge effectiveness is also no

longer required. rnnan""o iiloorurJ ,"qriruments about an entity's rrsk management activities have

also been introduced.
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Nzoia Sugar Company I"imited
,lnnual Reports and Financial Statements
For tbc year ended June J0, 202.1

NOTES TO THE FINANCIAL STATEMENTS......CONtiNUCd

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1. ACCOUNTING POLICIES (Continued)

Based on an analysis of the Company's financial assets and financial liabilities as at 30 June 2024 on

the basis of the facts and circumstances that exist at that date. the Directors have performed a
preliminary assessment of the impact ol IFRS 9lo the Company's financial statements as follows.

C I as s if ic atio n and m easu re me nl

All the tinancial assets and financral liabilities will continue to be measured on the same bases as is
currently adopted under IAS 39.

lmpairment

Financial assets measured at amortised cost. listed redeemable notes that will be canied at FWOCI
under IFRS 9, frnance lease receivables, amounts due from customer under contracts, and financial
guarantee contracts will be subject to the rmpairment provislons of IFRS 9.

The Company expects to apply the simplified approach lo recognise lifetime expected credit losses
for its trade receivables, as required or permrtted by IFRS 15. The Company does not hold any

listed redeemable notes, finance lease receivables, amounts due from customer under construction
contracts or financtal guarantee contracts.

ln general, the Directors anticipate that the application of the expected credit loss model ol IFRS 9

will result in earlier recognition of credit losses for the trade and other recetvables balances and are

currently assesstng the potentlal impact.

Hedge accounling

As the new hedge accounting requirements will align more closely with the Company's risk
management policres, with generally more qualifying hedging instruments and hedged rtems, an
assessment of the Company's current hedging relationships rndicates that they wrll qualify as
continurng hedging relationships upon the applicatton of IFRS 9.

The Directors are assessing the potential impact on the financial statements resulting from the
application of these changes. The new standard is expected to be applied for the year beginning 1

July 2019.

(b) Application ot new and revised lntemational Financial Reporting Standards (lFRSs) and
lFRlCs (Continued)

(iii) New and revised IFRSs in issue but not yet effective for the year ended 30 June
2024 (Continued)

IFRS 15 Revenue f rom Contracts with Customers

IFRS 15 establishes a sangle comprehensive model for entities to use in accounting for revenue arising
from contracts wilh customers. IFRS 15 will supersede the cunent revenue recognition guidance
rncluding IAS 18 Reyenue, IAS 11 Construclion Contracts and the related lnterpretations when il
becomes effective.
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Nzoia Sugar ComPanY Limited
Annual Reports and Financial Statemenfs

For the year ended June 30,, 2024

NOTES TO THE FINANCIAL STATEMENTS'....'Contlnued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1. ACCOUNTING POLICIES (Continued)

The core principle of IFRS 15 is that an entity should recognise. revenue to depict the transfer of

promised jooAs'or services to customers in an amount that reflects the consideration to which the entlty

expects to be entitled ln exchange for those goods or seruces'

Specifically, the Standard introduces a 
'Step 

approach to revenue recognition:

Step 1 : ldentify the contract(s) with a customer
Step 2. ldentify the performance obligatrons in the contract

Step 3: Determlne the transaction pnce

Step 4: Allocate the transaction pncE to the performance obhgations in the contract

Step 5. Recognise revenue when (or as) the entity satlsfies a performance obligation

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied. i e'

when ,control, oi tf,u gooOr or sLrvices underlying the partrcular performance obligation is transfened to

the customer. 
-Far 

riore prescriptive guidance has been added in IFRS 15 to deal with specific

scenanos.Furthermore,e:'rtensivedisclosuresarerequiredbylFRSlS'
ln April 2016, the IASB issued c/anfrcalions to IFRS 15 in relation to identification of performance

oblig'ations, principal versus agent considerations as well as licensing appllcation guidance'

The Company ra-"ogno"r ,"ienr" mainly from sale of sugar. Based on preliminary assessment, the

Directors Oo not-"nt-icrpate that the appticition of IFRS tS wrll nave a significant impact on-the financral

position anolor nnaniial performance. The new standard is expected to be applied for the year

beginning 1 JulY 2019.

IFRS 16 Leases

IFRS 16 introduces a comprehensive model for identification of lease arrangements and accounting

treatments to|. ootf' lessors and lessees. IFRS 16 will supersede the current guidance includtng IAS 17

Leases and the related interpretations when it becomes effective'

IFRS 16 Oistinguishe; leases and service contracts on the basis of whether an identified asset is

controlled by a"arstomer. Distinctions of operating leases (off .balance 
sheet) and finance leases (on

balance .nuutt 
"ie 

removed for lessee accounting, and is replaced by a model where a righl of use

asset and a corresponding liability be recognised for all lessees (i.e. on balance sheet) except for short

term leases and leases of low value assets'

The right of use is initially measured at cost and subsequently measured at cost (subiect to certain

exceptions) less accumulated depreciation and impairment losses, adiusted for any re'measuremenl of

the lease fiaOitrty.lfre lease liabliity rs initially measured at the present value of the lease payments, as

well as the imfict of lease modrfiiations, amongst others. Furthermore, the classification of cash flows

will also be affected as operating lease payments under IAS '17 are presented as operahng cash flows,

whereas under IFRS to, irre leaie pay."nir will be split into princrpal and interest portions whrch will be

presented as financing and operating cash flows respectively'

ln contrast to lessee accounting, IFRS 16 substantially canies fonrvard lessor accountlng treatment in

IAS 17 and continues to requirE a lessor to classify a lease as either an operating lease or a 
'inance

lease. Furthermore, extensive disclosures are required by IFRS 16'

Tne Company is air"ssing the potential impact on the financial statements resulting trom the application

of these changes.
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Nzoia Sugar Company I-imited
.\nnual Reports and Financial Statemcnts
For thc vear ended June J0, 2024

NOTES TO THE FINANCIAL STATEMENTS....,.CONI|NUEd

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENOED 30 JUNE 2024

1 ACCOUNTING POLICIES (Continued)

(b) Application ot new and revised lnternational Financial Reporting Standards (lFRSs) and
lFRlCs (Continued)

(ii) New and revised IFRSs in issue but not yet effective for the year ended 30 June 2024
(Continued)

IFRS 17 lnsurance Contracts

IFRS 17 requires an entity to recognise profits as it delivers insurance services, rather than when it
receives premiums, as well as to provide information about insurance contract profits that the Company
expects to recognise in the future. IFRS 17 requires an entity to distinguish between groups of contracts
expected to be proftt making and groups of contracts expected to be loss making. Any expected losses
arising from loss-making, or onerous, contracts are accounted for in profit or loss as soon as the
Company determines that losses are expected. IFRS 17 requires the entity to update the fulfilment cash
flows at each reporting date, usrng currenl estimates of the amount, timing and uncertainty of cash flows
and of discount rates.

The entity
(a) accounts for changes to estimates of future cash flows from one reporting date to another either as

an amount in profit or loss or as an adjustment to the expected profit for providing insurance
coverage. depending on the type of change and the reason for it, and

(b) chooses where to present the effects of some changes in discount rates - either in profit or loss or in
other comprehensive income.

IFRS 17 also requires disclosures to enable users of financial statements to understand the amounts
recognised in the entity's statement of financial position and statement of profit or loss and other
comprehensrve income, and to assess the risks the Company faces from rssuing insurance contracts.
IFRS 1 7 replaces IFRS 4 /nsurance Contracts. IFRS 17 is effectrve for financial penods commencing on
or after 1 January 2021. An entity shall apply the standard retrospectively unless impracticable. A
company can choose to apply IFRS 17 before that date, but only if it also applies IFRS I Financial
lnstruments and IFRS 15 Revenue from Contracts with Customers.
The adoption of thrs standard will not have an impact on the consolidated and company ftnancial
statements since the Company does not issue insurance contracts.

iqmendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions
The amendments clarlfy the following:
(i) ln estimating the fair value of a cash settled share-based payment, the accounting for the effects of

vesting and non-vesting conditions should follow the same approach as for equity settled share-
based payments-

(ii) Where tax law or regulation require an entity to withhold a specified number of equity instrumenls
equal to the monetary value of the employee's tax obligatron to meet the employee's tax liability
which is then remitted lo the tax authority, i.e. the share-based payment would have been classified
as equity-settled had it not included the net settlement feature.
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Nzoia Sugar Company Limited
.,\nnual Reports and Financial Slatements

For thc year ended June J0, 2024

NOTES TO THE FINANCIAL STATEMENTS......Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1 ACCOUNTING POLICIES (Continued)

(b) Application of new and revised lnternational Financial Reporting Standards (lFRSs) and

lFRlCs (Continued)

(ii) New and revised IFRSs in issue but not yet effective for the year ended 30 June

2023(Continued)
tFRS 17 lnsurance Contracts (Continued)

iii) A modiftcation of share-based payment that changes the transaction from cash-settled to equrty-

settled should be accounted for as follows

o The original liabiltty is derecognised:
o The equity-settled share-based payment is recognised at the. modification date fair value of the

equrty insirument granted to the ertent that services have been rendered up to modification

date; and
o Any difference between the carrying amount of the liability at the modification date and the

amount recognised in equity should be recognised in profit or loss immediately.

(b) Applicatlon of new and revised lnternational Financial Reporting Standards (lFRSs) and

lFRlCs (Continued)

(iitNew and revised IFRSs in issue but not yet effective for the year ended 30 June 2024

(Continued)

Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions
(Continued)
The Directors do not anticipate that the application of the amendments in future will have a slgnlficant

impact on the financial statements as the Company does not have any cash'settled share-based payment

arangements or any withholding tax anangements with tax authorittes in relation to share-based payments.

IFRIC 22 Forelgn Currency Transactions and Advance Consideration

IFRIC 22 addresses how to determlne the 'date of transaction' for the purpose of determining the exchange

rate to use on initial recognition of an assel, expense or income, when consideration for that item has been

paid or received in advan-ce in a foreign currency which resulted in the recognition of a non-monetary asset

or non-monetary liability. (e.g. a non-refundable deposit or defened revenue).

The interpretati6n spe6ines'ifrat the date of transactions is the date on which the entity inrtially recognises

the non-monetary asset or non-monetary liability arising from the payment or receipt of advance

consideration.
The Directors do not anticlpate that the application of the amendments in the future will have an impact on

the financial statements as the Company already accounts for transactions involving the payment or receipt

of advance consideration in a foretgn currency in a way that is consistent with the amendments.
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Nzoia Sugar Company Limited
.\nnual Reports and Financial Statements
For thc year cnded ,Iune 30' 202.1

NOTES TO THE FINANCIAL STATEMENTS......Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1 ACCOUNTING POLICIES (Continued)

(b) Application of new and revised lntematlona! Flnancial Reporting Standards (lFRSs) and
lFRlCs (Continued)

(ii) New and revlsed IFRSs in issue but not yet effective for the year ended 30 June 2024
(Continued )

IFRS 't7 lnsurance Contracts (Contlnued)

IFRIC 23 Uncertainty over lncome Tax Treatments
The interpretation addresses the determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates, when there is uncertainty over income tax treatments under IAS 12. lt
specifi cally considers:
. Whether tax treatments should be consid€red collectively
. Assumptions for taxation authorities' examinations
. The determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax

rates
. The effect of changes in facts and circumstances

The Company is assessing the potential impact on the financial statements resulting from the application of
these changes.

(ii) New and revised IFRSs in issue but not yet effective tor the year ended 30 June 2024
(Continued)

Annual lmprovements to IFRS Standards 2015-2017 Cycle
The Annual lmprovements to IFRS Standards 2015-2017 cycle makes amendments to the following
standards
. IFRS 3 and IFRS 'l 1 - The amendmenls to IFRS 3 clarify thal when an entity oblains control of a

business that is a Joint operation, it remeasures prevrously held interests rn that business. The
amendments to IFRS 11 clarify that when an entity obtains joint control of a business that is a Joint
operation, the entity does not remeasure previously held interests in that business.

. IAS '12 - The amendments clarity that all income tax consequences of dividends (i.e. distnbution of
profits) should be recognised in profit or loss, regardless of how the tax arises.

. IAS 23 - The amendments clarify that if any specific borrowing remains outstanding after the related
asset is ready for its intended use or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalisation rate on general bonowtngs.

The Directors do not anticipate that the application of the amendments in the future will have an
impact on the financial statements.

(ill) Early adoptlon of standards)

The Company did not early adopl new or amended standards in the period ended 30 June 2024
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Nzoia Sugar (iompanl' I-imitetl
.\nnual Reports and Financial Statements
For thc 1'car cndcd June J0, 2024

NOTES TO THE FINANCIAL STATEMENTS......CONtiNUCd

SUMMARY OF SIGNIF]CANT ACCOUNTING POLICIES FOR THE YEAR ENOED 30 JUNE 2024

1 ACCOUNTING POLICIES (Continued)

Basis of preparation
The tinanciai slatements have been prepared on the historical cost basis of accounting as modtfted to

include the revaluation ot certain assets. The principal accounting policies adopted in the preparation of

these financial statements remain unchanged from the previous years and are set out below.

Revenue recognition

(i) Sale of goods

Revenue is measured at the fair value of the consideration recetved or receivable. Revenue is recorded

net of estimated customer retums, rebates and other srmilar allowances. Revenue from the sale of sugar

and molasses is recognised when all the followrng condrtions are satisfied and ls stated net of Value

Added Tax, excise duty and discounts where applicable:
. the company has transferred to the buyer the signrficant nsks and rewards of ownership of the

goods,
. the company retains neither continuing managerial involvement to lhe degree usually associated

with ownership nor eff ective control over the goods sold,
. the amount of revenue can be measured reltably;
. it is probable that the economic benefits associated with the transaction will flow to the comparry.

and
. the costs incured or to be tncurred in respect of the transaction can be measured reliably.

(ii) lnterest income

lnterest income ls recognised when it is probable that the economic benefits will flow to the company

and the amount of revenue can be measured reliably. lnterest income is accrued on a time basis. by

reference to the principal outstanding and at the effective interest rate applicable, which is the rate that

exactly discounts estimated future cash receipts through the expected life of the financial asset to that

asset's net carrying amount on initial re€ognihon.

(tit) Other income

All other income eamed by the company ls recognised on the accrual's basis.

Expense recognition

The company records expenses when they are incuned, meaning when the goods are received or the

services are provided, whether or not an invoice has been received or payment has been made.

Forelgn currencies

ln preparing the financial statements of the company, transactions in currencies other than it's functional
culrency (foreign currenctes) are recognrsed at the rates of exchange prevatling at the dates of the

transactions. At the end of each reporting period, monetary rtems denominated in forelgn cunencies are

retranslated at the rates prevailing at that date. Non-rnonetary rtems carried at tair value that are

denominated in foreign currenctes are retranslated at the rates
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!'or thc year ended June 30, 202'f

NOTES TO THE FINANCIAL STATEMENTS.'....CONIINUEd

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1 ACCOUNflNG POLICIES (Continued)

prevailing at the date when the farr value was determtned. Non-monetary items that are measured in

ierms of-histo6cal cost rn a foreign curency are not retranslated. Exchange differences on monetary

items are recognised in profit or lols in the period in which they anse except for:

. exchange differences on foreign currency borrowings relating to assets under construction for future

productlve use, which are iniluded in ihe cost oi those assets when they are regarded as an

ad.iustment to interest costs on those foreign curency bonowings;

. exchange dafferences on transactions entered into in order to hedge certain foreign cunency risks;

and exchange differences on monetary items receivable from or payable to a foreign operation for

whrch set ement is neither planned noi likely to occur (therefore forming part of the net lnvestment

in the foreign operation), which are recognrsed initially in other. comprehensive income and

reclassified from equity to profit or loss on repayment of the monetary items.

Taxation

lncome taxation expense represents the sum of current taxation and defened taxation.

Current taxation rs provided on the basts of the results for the year as shown ln the financial statements,

adjusled tn accordance with the tax leglslation.

Deferred income taxation ts provided, using the liability method, for all temporary differences arising between

the tax bases of assets 
"nd 

li"biliti". 
"nd'th"i, 

carrying values for financial reporting purposes. currently

enacled tax rates are used to determine deferred income taxation'

Property, plant and equiPment

Properly, plant and equipment are initially recorded at cost. All property, plant and equrpment are

,rn!"qi"ritfy shown at iheir revalued amornts based on valuations by external independent valuers,.less

accumulated depreciation anO any accumulated impairment losses. Such valuation is canied out at periodic

intervals, usually after every five years.

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying

amounts and are considered in'oetermlnrng the profit before taxation. On disposal of revalued assets,

amounts in the revaluatron surplus relating tothat asset are transferred to retained earnings'

The carrying values of property. plant and equipment are revlewed annually and adlusted for lmpairment

where rt ts considered necessary.

Any revaluation increase arising on the revaluation is recognised in other comprehensive income, except to

the erlent that it reverses a revialuation decrease for the sime asset previously recognised in profit or loss.,

in which case the increase is credited to profit or loss to the extent of the decrease previously expensed. A

decrease in the carrying amount arising on the revaluation of such property, plant and equipment is

recognised in profit oi loi. to the extent t-hat it exceeds the balance. if any' held in the property revaluation

reserve relating to a prevlous revaluation of that asset'
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SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1 ACCOUNTING POLICIES (Continued)

Deprecraton is calculated on the reducing balance method to write off the cost or the revalued amount of

each asset to its estimated residual value over its estrmated useful life. The annual rates used are:

Land development
Buildings

Factory plant and machtnery
Heavy mobile machanery and trailers
Motor vehicles
Computer systems
Water and electncal installatlons
Other equipment and fixtures

Nit
5Yo - l0ok

10%
15o/o - 35%
25o/o

30%
15o/o
'l5o/o

The annual depreciation on the revaluation surplus element of property, plant and equipment is transfened
from the revaluation surplus to retained eamings.

lnventories

Finrshed sugar and molasses inventones are stated at the lower of production cost and net realisable value.

Production iost compnses expenditure directly incuned in the manufacturing process and an allocation of

normal production overheads attnbutable to the process. Net realisable value represents the estimated
selling price less all estimated costs of completion and the estimated costs necessary to make the sale.

Spares. fertilisers, chemicals and other consumable slores are stated at cost net of provisions for
impairment where applicable. Cost is calculated on the weighted average cost basis and includes the
purchase pnce, import duties and other taxes (other than those subsequently recoverable by the company
from the taxatton authoritaes), and transport, handling and other costs directly attributable to the acquisition
of the item.

lntangible assets

Compuler soft!ryare costs are recognised as assets and are stated at cost less accumulated amortisation.
The costs are amortised on the straighlline basis over the expected useful lives not exceeding a period of

twenty years.

Biologlcal assets

Biological assets (cane plantations) and agricultural produce (harvested cane) are stated at their fair values

less estimated costs to sale.

The fair value of growing cane is determined based on the present value of expected net cash flows. The
fair value of harvested cane is determined based on the pric€s of cane existing in the market less estimated
point of sale costs
lmmature growing cane is valued at cost up to cane age from 0 - I months.
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NOTES TO THE FINANCIAL STATEMENTS......Contlnued

SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1 ACCOUNTING POLICIES (Contlnued)

Leases
Leases are classifted as finance leases whenever the terms of the lease transfer substantially all the nsks

and rewards of ownership to the company as a lessee. All other leases are classitied as operating leases.

When a lease includes land and buildings elements, the company assesses the classificalon of each

element as either a finance lease or an opJrating lease. ln determining classification ot the land element. an

important consrderation is that land normally hai an indefinite economic life. Therefore the finance lease or

op€rating lease classification of the land is considered a crilical area of judgment. See note 2 to these

financral statements.

The companY as lessor

Assets held under finance leases are recognized as assets of the company at their fair value at the date of

acquisition. The corresponding liability to the lessor is included in the statement of financial position as a

finance lease obligation. Finance costs, which represent the dafference between the total leasing

commitments and the fair value of the assets acquired, are charged to the profit and

loss account over the term of the relevant lease so as to produce a constant periodac rate of charge on the

remaining balance of the obhgations for eaci accountlng penod'

The companY as ,essee

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the

relevant lease.

Cash and cash equlvalents

For the purpose of the statement of cash flows, cash equlvalents include short term liquid investnrents which

are readily convertible to known amounts of cash and which were within three months of maturity when

acquired; iess advances from banks repayable within three months from the date of the advance.

Financial instruments

Financial assets and frnancial liabilities are recognized in the company's statement of flnancial position when

the company becomes a party to the contractual provisions of the instrument.

Financlal assets

Classilication

The company classtfies its financial assets into the following categories. Financial assets at fatr value

through profii or loss; loans and receivables; held-to-maturity assets; and, available-for-sale assets.

Mana-gement determines the appropnate classification of its financtals assets at initial recognition.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

1 ACCOUNTING POLICIES (Continued)

Frnancra, assets at fau value through proftl or loss

This category has two sub-categones. Financial assets held tor trading and those designated at fair value

through piofit or loss at inception. A financial asset is classified in this category if acquired principally for the

purpose of selling in the short term or if so designated by managemenl.

Loans and receivables

Loans and receivables are non-derivative financial assets with ftxed or determinable payments thal are not

quoted an an active market. They anse when the company provtdes money. goods or services directly to a
debtor w(h no intention of trading the receivable. Bad debts are written off when all reasonable steps to
recover them have failed. ObJective evidence of impairment for a portfolio of recelvables could include the

company's past experience of collecting payments, an increase in number of delayed payments in the

portfolio'past average credit period as well as observable changes tn national or economic condltrons that

conelate with defauit on recervables. The company's trade and other receivables as well as bank balances
fall under this category.

Held to maturtty

Held-tofiatunty investments are non{erivatave financial assets with fixed or determinable payments and

fixed maturities that management has the positive intention and ability to hold to maturity. Where a sale

occurs other than an insignificant amount of held-to-matunty assets, the entire category would be tainted

and classified as available-for-sale. The collateral and the term deposits fall under this category.

Av ai I a ble -fo r -sa/e financlal assels

This category represents tinancial assets that are not (a) frnancial assets at fair value through profit or loss,
(b) loans and recetvables, or (c) financial assets held-to-matunty.

RecognNon
Finaniial assets are initially recognrzed at fair value plus directly attnbutable transaction costs for all financlal

assets not carried at fair value through profil or loss.

Avatlablejor-sale financial assets and financial assets at fair value through profit or loss are subsequently

carried at farr value. Loans and receivables arid held-to-matunty investments are carried at amorlized cost

using the effective interest method. Gains and losses arising from changes in the fair value of "financial

assets at fair value through profit or loss" are dealt with in profit or loss in the period in which they arise.

Gains and losses arising flom changes in the fair value of available-for-sale financial assets are recognized

in other comprehensive income and accumulated in equity, until the financial asset is derecognized or

impaired, at which time the cumulative gain or loss previously recognized in oquity is recognized in profit or

loss.

Derecognition

Financial assets are derecognised when the nghts to recerve cash flows from the financial assets have

expired or where the company has transtened substantially all risks and rewards of ownershlp.
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1 ACCOUNTING POLICIES (Continued)

Financial liabilities

Financial liabilities are classified as either financial liabilities 'at fair value through profit or loss' or'other
financial liabilities. Financial liabilities are initially measured at fair value plus, in the case of a financial
liability not at fair value through profit or loss, transactron costs that are directly attributable to the acquisition
or issue of the finanoal liability. Financial liabilities are derecognised when the obligatron specified in the
contract is drscharged or cancelled or exprre.

O lhe r fi n a nci al I i a bi I ities

Other financial liabilities, including borrowings and trade and other payables, are initially measured at farr
value, net of drrectly attnbutable transaction costs. Olher financial liabilities are subsequently measured at
amortised cost using the effective interest method, with rnterest expense recognised on an effective yield
basis.
The company's key other financial liabilities are

Bonowtngs
lnterest bearing loans are recorded at the proceeds received, net of direct cosls. Finance charges, including
premiums payable on settlement or redemption, are accounted for on the accrual basis and are added to the
carryrng amount of the instrument to the extent that they are not setlled in the period in which they arise.

Trade and other payables
Trade and other payables are stated at their nominal value which approximates amortized cost

lmpairment

At the reporting date, the company reviews the carrying amounts of its financial assets to determine whether
there rs any indication that those assels have suffered an impaarment loss. lf any such indication exists, the
assel's recoverable amounl is estimated and an impairment loss is recognized through profit or loss
whenever the carrying amount of the asset exceeds its recoverable amount.

Where an impairment loss subsequenlly reverses, the carrying amount of the asset rs increased to the
revised estimate of its recoverable amount, to the extent that the rncreased carrying amount does not
exceed the carrying amount thal would have been determrned had no impairment loss been recognized for
the asset in prior years. A reversal of an impairment loss is recognized immediately through profrt or loss,
unless the relevant asset is carried al a revalued amount, in which case the reversal of the impairment loss
rs treated as a revaluatron increase.

Employee benefits

Detined benefit scheme

The company operates a defined benefit post-employment scheme for eligible non Unionisable employees.
The scheme was closed to new entrants with effect from 1 July 2007, following the sefting up of a new
defined contribution scheme. The assets of the scheme are held and administered independently of the
company's assets.
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SUMMARYoFSIGNIFICANTAccoUNTINGPoLIcIEsFoRTHEYEARENDED30JUNE2024

Provisions lor staff leave PaY

A provision is made to recognlse staff entflements in respect of annual leave not taken as at the end of the

financial year.

Divldends

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

appropriately authorized.

Comparatlves

vvhere necessary, comparative figuros have been ad.iusted to conform to changes in the presentation for the

current year

ACCOUNTING POLICIES (Continued)

The accrued (past seruce) liability rn respect of each in-service Scheme member is taken as the present

value of all beneflts accrued as at the reporting date based on Pensionable service to 30 June 2007 and

pensionable Salary as at so Ge-zoOZ riva6iA at Sok per annum compound' subject to a minimum of the

accumulated contributions p"iJ uv *o in respect of each member witl'I interest to the valuation date. The

accrued liability in respect of pensioners is taken as the present value of the expected future pension

payments. past service *.iit?"ognized immediately to the extent that the, benefits are already vested'

and otherwise is amortized on a straight-line basis over ihe average period until the benefits become vested'

Thenetretirementbenefitobligationrepresentslhepresentvalueofl!:^9:l"dbenefitobhgationas
adiusted for unrecognized actua"rial gains and losses ahd unrecognized past service cost' and as reduced

by the fair value of pr"n 
"..ut" 

nny 
"asset resulting from thts calcilaton is limited to unrecognized actuarial

losses and past service cost, plus the present value of available refunds and reductions in future

contnbutions to the Plan.

Defined contnblrtion schemes

Thecompanyoperatesadefinedcontnbutionprovldentfundforeligibleunionisableemployees.Thefundis
administered independently of the company's assets lt is funded-by contnbutlons from the company and

employees. The company'n". 
-"" 

flg.i 
"r 

tonstructive obligations. io pay further contnbutions if the fund

does not hold sufficient ".t",t 
t" p"i"it 

"n1ptoy"u. 
the ben!fits relating to employee service in the current

and prior periods. rnu 
"orf"ny:sto'ntiiuution.io 

the fund are chargedlo profit or loss in the year to which

they relate.

The company and its employees also contribule.lo the statutory National social Secunty Fund' which is a

defined contributlon scrremel irre 
"orp"ny', 

obligation is limit;d to a specified contribution per employee

per month. curren y, the contribution js limrted to a maxrmum of KES iOO per employee per month The

company,s contributions are Jargea through profit or loss in the year to which they relate.

1

and
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Nzoia Sugar CompanY Limited
Annual Reports and Financial Statements

For the year ended June 30, 2024

NOTES TO THE FINANCIAL STATEi|ENTS..""Contlnued

SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

2 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION AND UNCERTAINTY

IN APPLYING THE ENTITY'S ACCOUNTING POLICIES

ln the process of applying the company's accounting pohcies, managem€nt is required to make.Judgments'

estimates ,nO 
"5urfidtiois 

about tire carrying amounis of assets and liabilities that are not readily apparent

from other .orrau..'Thu judgments, 
"itni"t". 

and associated assumptions are based. on historical

experience and other factois, including expectations ot future events that are believed to be reasonable

under the circumstances. Actual results may ditfer from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis- Revrsions to accounting

estrmates 
"ru 

,""ogni=uJ iri tni perioO'in which the estimate is revised if the revision only affects that period

or in the penod of the revision and tuture periods if the revisron affects both current and future periods.

These are dealt wlth below:

(l) Crltlcal Jurlgments in applying the companys accounting policies

Held to matuitY inYestments
The company ioifo". tn" guidance of IAS 39 on classrfying non{erivative financial assets with fixed or

determrnable payments ind fixed matunty as held-to-maturity financial assets. This classification

requires srgnincait luOgement. ln making this ludgement. the company evaluates its intention and abtltty

to hold such ,nr"rtrn"rit. to maturity. lr irre compZny fails to keep these assets to maturity, for example

selling a more r'nan inilgnii,"ant amount close to ma[urity, it will be required to classify the entire. class as

availablejor-sale. The issets would therefore have to be measured at fair value and not amortised cost

with the difference arising from this change in valuation being a corresponding entry to a fair value

reserve in shareholders' equity.

classification of /eases of tand and buildings as finance or operating leases

At the inception oi each lease of land or birlding, the company considers the substance rather than

the form of the lease contract. Examples of iituations that individually or in combination would

normally lead to a lease being classified as a finance lease are'

. The lease transfers ownership of the asset to the lessee by the end ol the lease term:

. The lessee has the option to purchase the asset at a price that is expected to.be sufficiently

lower than the fatr value at the date the option becomes exercisable for it to be reasonably

certain,attheinceptionofthelease'thattheoptionwrllbeexercised;
. The lease tem is for the major part of the economic life of the asset even if title ts not

transterred;
o Af the tnception of the lease the present value of the minimum lease payments amounts to at

least substantially all of the fair value of the leased asset' and

o The leased asseis are of such a speciahzed nature that only the lessee can use them without

maior modlfications.

The company also considers indicators of satuations that individually or in combination could also

lead to a lease being classified as a finance lease. Examples of such indicators include
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Nzoia Sugar C'ompanl' Limited
.lnnual Rcports and Financial Statemcnts
For the year endcd .Iune J0' 2024

NOTES TO THE FINANCIAL STATEMENTS......Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POL]CIES FOR THE YEAR ENDEO 30 JUNE 2024

2 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION AND UNCERTAINTY

lN APPLYING THE ENTIW'S ACCOUNTING POLICIES (Continued)

lf the lessee can cancel the lease, the lessor's losses associated with the cancellalion are

borne by the lessee,
gains or losses from the lluctuation in the fair value of the residual accrue to the lessee (for

example, in the form of a rent rebate equaling most of the sales proceeds at the end of the

lease), and
the lessee has the ability to continue the lease for a secondary period at a rent that is
substantially lower than market rent.

Key sources of estimation and uncertainty

Biological assels (unharve sled cane)

ln determining the fair value of biological assets, management uses estimates based on historical data

relating to yiel<ls and prices of sugar. The methodology and assumptions used for estimating both the

amounl and tlmtng of future cash flows are reviewed regulady to reduce potential differences between

estimates and actual experience. The significant assumplons used are set out rn note 13.

Propefty, plant and equipment and inlang,b/e assels

Critical estimates are made by the management in determining the useful lives of property, plant and

equrpment and intangible assets. Thts is the basis on whlch the depreciation and amortization rates

applied on property, plant and equrpment and intangrble assets respectively are determined.

lmpairment

At the reporting date, the company reviews the carrying amounts of its assets to determine whelher

there is any objictive evidence that those assets have suffered an impairment loss. lf any such evidence

exists. the reioverable amount of the asset is estimated in order to determane the extent of the

impairment loss. Where it is not possible to estimate the recoverable amount of an individual asset, the

company estimates the recoverable amount of the cash generating unit to which the asset belongs.

Contingent liabiltties
The company is exposed to vanous contrngent liabilitres in the normal course of buslness. Management

evaluates the status of these exposures on a regular basis to assess the probabllity of the company

incurnng related liabtlities. However, provisions are only made in the financial statemenls where, based on

the management's evaluation, a present obhgation has been established

[']age 2l



Nzoia Sugar ('ompany Limited
,\nnual Reports and Financirl Statements
For thc year ended June J0, 2024

NOTES TO THE FINANCIAL STATEMENTS......Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2024

GOING CONCERN

At 30 June 2024,1he company had a shareholders'equity of KES 2,251,700 (2023 -Deflcrt of KES 56,589,422)
and current liabrlrtres exceeded cunent assets by KES 3,048,092 (2023 - KES. 61 ,729,6il). This situatron
indicates the existence of a material uncertainty which may cast doubt on the company's ability to continue as a
going concem.

The directors have assumed that the Govemment of Kenya (GOK) will continue to support the cornpany to
ensure it operates. There are also plans lo privatize the Company which will include restructuring of the
Company and bringing new investors on board.

ln view of the foregoing the Direclors consider it appropnate to prepare the financial statements on gotng
concem basis-

3
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Nzoia Sugar (iompanl' Limitetl
,\nnual Reports and financial Statemcnls
For thc ycar cnded June J0' 202.1

NOTES TO THE F]NANCIAL STATEMENTS

REVENUE ANALYSIS

Gross sales

Less Value Added Tax

Net sales

Net sales analysed as follows
Sugar sales
Molasses sales

5 BIOLOGICAL ASSETS
At beginning of the year

- Additions
Decrease due lo harvest

As restated

(Loss)/galn arisrng from changes
attnbutable to physical changes
Loss)/gain ansing from changes
attnbutable to pflce changes

2024
KES'OOO

1 356,400

(187,090)

1 ,1 06,61 1

62,699

2024
KES'OOO

791 ,942
75,720

(125,766)

2023
KES'000

1,522,799

(21O.c(1)

1 ,199,294
113,4M

2023
KES'OOO

911,032
131.126

(380.022)

1,169,310 1,312,758

1,169,310 1,312,758

rn fair

in fair

value

value

741.896 662.137

260,132 129.805

(64.945)

Fair value gain/(loss) during the year 195.187 129,805

At the end of the year 937,083 791 .942

ln determinrng the present value of expected net cash flows, the company has not discounted the cash flows
as standing cane will mature within the next reporting period and therefore the impact of time value of money

on estrmated future cash flows is not significant.
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Nzoia Sugar C'ompany Litnited
.{nnual Reports and Financial Statcments
For thc 1'ear endt'd June 30,, 202'l

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6. COST OF SALES

Opening stock raw material-Cane

Canepurchased -N/Estate

-o/G

Total cane received

Raw materials available for crushing

Closing stock raw matenals

Cost of cane ground

Production - Direct labour

- Direct Expenses

Total Dlrec{ expenses

Prime costs

Factory -lndirectlabour

lndirect Expenses

-Depreciation

Total lndirect costs

Factory cost of produc{lon

Add. Opening work in progress

Less Closing work in Progress

Factory cost of completed goods

Add: Opening stock Finished goods

Goods available for sale

Less. Closing stock Finished goods

Cost of sales

2024

KES'000

2,448

123,365

797,580

920,9114

923,392

(12.321\

91'1,O72

94 582

34.O42

128,624

1,039,696

133,031

215,432

3/,8,462

1,388,'158

61 ,425

(1s,437)

3,400

1,433,545

(22,506)

tu[1l.0{1

2023

KES'OOO

437,027

308,870

745,897

745,897

(2,448\

743,U9

110,449

53,557

164,006

907,455

175,767

255,061

352.214

783,O42

1,690,497

25,817

(61,425)

1,430,145 1,654,889

419

1,665,309

(3,400)

1,651Jt09
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Nzoia Sugar ComPanY I-imited
,lnnual Reports and Financial Slatemcnts

For thc year eodcd .Iune 30, 202d

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2024
KES'000

7. GAINS'(Loss) oN DISPOSAL OF NON-FINANCIAL ASSETS

Disposal of Arkel Yard&Motor vehicles (78'648)

year

8. OTHER INCOMES

Rental income
Miscellaneous ReceiPts
Decrease in Provlsions
Garn on lnvestment Revaluatton- Kileleshwa

Company Machine Fleets

2023
KES'OOO

a')')

TheCompanydisposedArkelyardfactoryitemsandvanousmotorvehiclesduringthe

8,956
6,064

24.128

3,O77

42.225

8.994
9,013

24.271

3,428

45.706

Page 25



Nzoia Sugar Company Limited
Annual Reports and Financial Statements
For the year ended June 30, 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

9 (a) ADMINISTRATIVE EXPENSES

Staff costs

Other costs

Legal ancl professional fees

Corporate social responsibilttY

Medical services

Travelling

Security

Books & Periodicals

Directors expenses

Honorarium

Repairs and maintenance

Rent and rates

lnsurance

Cane safety expense

Bank charges

Contracted services

Telephones and communications

Audit fees

Stalionery

Contingency

Donations

Fuel and lubricants

Motor vehicle running

Foreign Exchange Differences

Tax penalties

KES'000
2024

502,476
24,297

13,31 1

579
to

8.O74
991

25,753

75

6,722

5,374

35,139

3,613

32,285

2,567

2,205

2,440

173

26,338

22,985

43 816

759 949

2023
KES'000

828,1 83
11,735

'10.250

45
96

7,532
1,121

12,701

268

8,825

17,665

35.139

3,741

33,178

3,184

2,205

1,61 1

't,440

25.603

13,330
554,908

1 ,508,186

3,080,948
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Nzoia Sugar ClompanY Limited
,\nnual Rcporls and Financial Statements

For thc 1'ear endtd June J0, 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

STAFF COSTS
Salaries and allowances
Bonus
Pension - defined contribution scheme
Provrdent fund
Staff overtime
Staff training
Casual labour
Other staff costs
Staff gratuity provision
Pension - statutory defined contribution scheme
Defined benefit scheme credit

The average number of employees at the end of the year was
Permanent employees-M anagement
Permanent employees-Unionisable
Temporary and contract emPloYees

10. MARKETING AND DISTRIBUTION COSTS
Salaries and wages of sales persontrel
Advertisement and promotional expenses
Other Selling and dlstributlon costs

11. LOSS BEFORE TAXATION

Loss before taxation is anived at after:
Charging:
Staff costs (note I b)
Depreciation of property, plant and equipment (note 15)

Amortisation of intangible assets (note 16)

Directors' emoluments - Fees
- Other

Directors' expenses
Auditors' remuneration
Bad and doubtful debts
Profit (loss) on disposal of assets
Loss (Gain) on foreign exchange
lnterest recervable

2024

KES'OOO

413 125

34.066

1.334
44,850

289

2023

KES',000

460,884

277 193

2,128
291

79.696
't63

8.813 7.A28

502.476 828.183

191
370

2.597

216
424

1,887

1.672
980

2.652

502.476
325.184

7,470

26,489
2 205

78,648

(25)

1,706
57

1,763

828,183
374,383

7,885

12,969
2,205

(223)
554.908

(53)
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Nzoia Sugar Company Limited
.\nnual Reports and Financial Statemcnts
['or the vear ended .Iune J0. 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12 FINANCE INCOME
lnterest rncome.
On farmers balances
On deposits with financial institutions
On staff loans

13 FlNANCE COSTS

lnterest expense

14 TAXATION

(a) Taxation charge/(credit)
Current taxation based on the adlusted profit
for the year at 30% - cu,rent year
Deferred taxation credrl (note 27)
Prior year under provision of taxation recoverable

(b) Reconciliation of expected tax based on
loss before taxation charge/(credit)

Loss before taxation

(c) Taxation recoverable
At beginning of the year
Paid in the year
Charge for the year
Pnor year under provisron of taxation recoverable

21
4

25 53

The interest income on farmers' balances relates to the interest the company charges farmers ln relation
to credtt advanced for farm inputs. The company recovers these amounls from the amounls payable to
farmers on harvested cane.

2024

KES',000

2024

KES'OOO

2024

KES'000

2023

KES'000

36
17

2023

KES'OOO

889,024

2023

KES'OOO

(1,178,196) (4,165,153)

(726)

At end of year (726r,
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Nzoia Sugar Conrpany l.iuritcd
.{nnual Reports and }'inancial Statcments
For thc year ended June J0, 2023

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}

15 PROPERTY,PLANTANDEQUIPMENT(Continued)

ln 1977, the company was granted leasehold land registration East Bukusu/North Sang'alo/l904,

East Bukusu/East Sing'alo/1444 and Ndivisi/Khalumuli/1459 and a so-year land grant for land

reference 4857164 wrth Lfiect from April 2002 from the Govemment of Kenya. ln 2015, the leasehold

land was valued at Kes.5,798,600,000.00

property, plant and equipment were revalued on 30 June 20'15, by Real Appraisal Limited. Assets

were revaiued using the depreciated replacement cost method. Management is in the process of

procunng a valuer to value assets as per the pohcy

Capital work tn progress marnly represents expendrture on incomplete factory works that were in
progress at the end of the reporting period.

Depreciation charge for the year ended 30th June 2024 of Kes.325,183,000 has been charged on the

face of profit or loss and other comprehensive income for the year ended 30'h June 2024

16 INTANGIBLE ASSETS

COST

At 1 July
Revaluation
Transfer from capital WIP

AMORTISATION

At 1 July
Depreciation
Charge for the year

At 30 June

NET BOOK VALUE

2024
KES'OOO

2023
KES'OOO

75,003

7,E84

149,679 157.563

149,679

82,887

7,470

157.563

90.357 82,887

142.209 149,679

lntanglble assets represent computer software costs. ERP software and antivirus software

"""oJnfed 
as per IAS 38. lntangible assets are amortised over a penod ot 20 years trom 2O17
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Nzoia Sugar CourPanY l,imited
Annual Reports and Financial Statcments

For the Year endetl June 30, 202'{

NOTES TO THE FINANCTAL STATEMENTS (CONTINUEDI

17 INVESTMENT PROPERTY

At fair value

At beginntng of Year
Fair value gatn

18 DUES FROM OUTGROWERS

Due from out-growers
Less: provtsion for doubtful debts

Due within 1 Year
After 1 year

19 INVENTORIES
Sugar and molasses
Sugar in process
Raw matenals
Consumables

At end of year 303'978 303'978
====== ======

Locations and details of the investment property are LR No.4857/64/Kileleshwa in Nairobi area

Valuation of the property w"" 
"""i"J 

oui by Na;obi City County Government as per (Cap 266)

Sec.g (4) of the Valuation for Rating Acl, Laws of Kenya'

303,978 303,978

2021
KES'000

211,050
(209,900)

2023
KES'OOO

t6t
383

2021
KES',000

22.505
19,437
12,32',1

268,139

209,900
(156,827)

35,382
17,591

2023
KES'000

3,400
61 ,425

1,150 53,073

1.150 53.073

Due from out-growers relates to credit advanced lo farmers towards farm inputs' The cane planted

acts as collateral for the amount advanced. The cane planted takes a maximum of 18 months to

harvest.

430,076

322,401 494,901
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20 TRADE AND OTHER RECEIVABLES

Trade receivables
Less provision for doubtful debts

Other receivables
Prepayments and deposits
Staff receivables
Less provislon for doubtful debts

?1 SHORT TERM DEPOSITS

National Bank of Kenya Lrmited
Standard Chartered Bank of Kenya Llmited

The effective interest rates was as follows

National Bank of Kenya Limited
Standard Chartered Bank of Kenya Limited

2024
KES'OOO

26,255
(24,914)

1 ,341

123,836
6,449

17.715
(130,209)

1S,1 31

2024
KES'OOO

2024
%

7
7

20?3
KES'OOO

26,270
(24.914')

1,356

147,827
24.673
15,340

(160,907)

28.289

2023
KES'OOO

2023
Yo

7
7

No short- term deposits were held against letters of credit during the year
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUEDI

22 BANK AND CASH BALANCES

KCB - Bungoma Current A'/C

NBK - Bungoma Current A,/C

NBK SaMngs tuC

Coop Current AIC

DTB Current AIC

SCB SAFARI A/C

SCB Current A,/C

Receipts Before Banking

Bungoma Petly Cash

1107813840

01001054695600

01242054695600

01120049157301

0267463001

0't 52517955300

0102417955300

company receipts

company cash

2024
KES'OOO

454

1212

6,957

2024
KES'OOO

65 0.03

60 0.54

605

2023
KES'000

0.03

729

35

2023
KES',000

6

6 36

TOTAL 8,754 1.412

Cash and bank balances are held at National Bank, Kenya Commercial Bank, Co-operative Bank of Kenya,

Diamond Trust Bank and Standard Chartered Bank as at 30rh June 2024'

23 ORDINARY SHARE CAPITAL

Authorised.
30,000,000 ordinary shares of KES 20 each 600,000 600.000

lssued and fully paid.

27,150,000 ordinary shares of KES 20 each I4;L00CI 541oqQ

24 REVALUATION RESERVE

The revaluation surplus represents the net cumulative surplus arising from revaluation of property' plant

and equipment net of reclassification, adiustments, depreciation and deferred taxation. The revaluation

surplus rs non-distributable.

25 RETAINED EARNINGS (DEFICIT}

The retained eamings (Deficit) represent amounts available for distribution to the entitys shareholders.
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26 BORROWINGS

al Loans
National Treasury
Agriculture Food and Fisheries Authority (AFFA)

The borrowngs are repayable as follows

On demand or within 1 year
Atte|I year

bl Movement in loans

At 1 July
Accrued interest
lnterest paid
Forei gn €xchan ge dtff erence
Loans received
Affa loan adiustment

At 30 June

This is made up of
Principal
Accrued interest

2024
KES',000

2023
KES'OOO

43,984,629
2,823,589

46,80E,218

46,308.296
499,922

Total borrowings 46,808,218

The Government of Kenya wrote off all the loans during the year under review

2024
KES'OOO

2023
KES'OOO

44,864,363
889,024

554,908
499,922

46,808.218

12,544.135
32,264,083

46,808,218
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26

27

dl

BORROWINGS

Theeffecliveinterestratesontheborrowingsduringtheyearwere
c) lnterest rates

2A24
o/o

The National Treasury
Agriculture Food and Fishenes Authority

Oetails of securities for borrowlngs

2024
KES'OOO

I .719.603
102,816

2 545.575

2023
%

5.3
10.9

1,719,603
1 02.816

2,545,575

TheloansfromTheNationalTreasuryandtheAgricultureFoodandFisheriesAuthoritywere
wntten off by the Government of Kenya

DEFERRED IN COME TAXATION LIABIL]TY

Defened income taxes are calculated on all temporary drfferences under the liability method ustng

the cunent enacted tax rate of 30%

2023
KES'OOO

Thenetdeferredtaxationliabilityisattnbutabletothefollowingitems

Deferred taxation liabilities:

Accelerated caPrtal allowances
Fair value adiustment ' biological assets

Revaluation surPluses

Total liabilities

Deferred taxatlon a33ets:
Proviston for seMce gratulty

Provrsion for staff leave PaY

Unrealsed exchange losses
General doubtful debts Provision
Provision for obsolete stock
Tax losses available for offset against future profits

Defened tax assets not recognised

Total assets

Total

4,367,994 4,367,994

(73,184)
(26,741)
(17 ,214\

(268,633)
(s6,940)

(5,535,461)
5.535,461

(73,184)
(26,741)
(17,214)

(268.633)
(96,940)

(5.535,461)
5,535,461

(482,712) $82,712)

3.885,282 3,8E5,282

At 30 June 2024 3,885,282 3,885,282
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

The deferred tax asset has not been recognrsed in the ftnanctal statements because of the

uncertainty regaroinf ihe company s ability to-generate sufficient taxable profits in the foreseeable

future that wrll alow"tne oet"n"o t", assei to be recovered. Management consider it prudenl not to

recogniseanydeferredtaxassetUntilthefutureofthecompanycanbepredictedreliably.

28 TRADE AND OTHER PAYABLES

Trade payables
Due to out growers
Tax penalties
Sugar Development LevY

Accruals
Other payables

29 RETIREMENTBENEF]TSOBLIGATIONS

(a) AMOUNTS DUE TO STAFF PROVIDENT FUND

Balance at the beginning of the year

lnterest charge
Paid dunng the Year

Balance at the end of the Year

2024
KES'OOO

893,533
192.804
53,416

391,933
2,409,937

2024
KES'000

2023
KES'OOO

869,870
272,549

8,921 .307
831,891

2,163.696
3.276,183

2023
KES',000

3.941.623 16,335,495

161.489

(2,331)

170.717

(9,228\

159,1 58 16 1 ,489

TheseareamountspayabletotheNzolaSugarCompanyStaffProvldentFUndandrelatedto
accrued retirement benents anO oitrer qratuitiOenefits dui to Unionisable employees up to the

reporting date.

Following a govemment directive, the gratuity anangement due to unionisable staff members under

the Collective Bargaining eireement fietween the iompany and the Union, was lerminated on 30

June 2012. Accrued membei benelits as at this date were tiansferred to the provident fund' From 1

iriv zor i the companys iiarrlrty retatea to staff 
. 
retrrement beneftts is limited to the amounts

transferrable to the provideni tuna, 
"no 

the companys monthly contnbutlons to the provident fund on

behalf of eligible members.

The company has however not transfened the retirement benefits amounts to the provident fund due

m t""f oi funi.. The unpaid amount due to the provident fund anracts interest at 7% per annum'
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NOTES TO THE FINANCTAL STATEMENTS (CONTINUED)

2s (b) DEFINED BENEFITS ScHEME ASSET (CONTINUEDI

The company also operated a contributory detined benefit scheme for qualifying non unionisable

employees, witn tne 'company meeting the balance of the cost of provrding the benefits under the

scheme. The Scheme was closed to niw entrants and to future accrual of benefits with efiect from 1

July 2007. rne a"c.-"J tp"ii t"*""1 benefits in respect of the scheme's in-service members at the

closure date are revalued al50/o p$ annum over the perlod to retiremenl ol eay',ief exit from servlce'

The most recent actuanal valuations of plan assets and the present value of the defined benefit

obligation rrr".u 
""."J 

out at 31d December 2O2O by Octagon Pension Services Limited Normal

retirement age for scheme members was assumed to 6e 50 years. The accrued hability in respecl of

pensioners *"s r"rJn--a" in" pttt"tt value of 
-the 

expected future pensron payments' The deftcit has

been reduced to Kes 219.5 M as at 30th June 024

Staff Retlrement Benelits Scheme-DC

Actuariat Valuatlon as at 31st December 2020

Asset Class Kes.'ooo' %

Pro'ert, 123'Bo 50'50

Guaranteed Fund 4.4O 1.gO

Govemment Securities 70.80 2g.90

Ouoted Equities 3A.2O 15.60

Corporate Bonds 2.60 1.jO

Net Curent Assets 5.20 2.1O

Total 248'oo 'loo'oo

Value of accrue d liabllltles
Cunent EmPloyees

Defened 8nd Outstanding

Pensioners (including spouses and dependants)

Total Liabilities

Total Assets

Surplus/lDeflcit)

Funding Level

31.12.2020

'116.20

1 1.00

361.20

488.40

245.00

(243.40)
50.20%

3t.t 2.2015

225.40

12.30

229.60

467.30

376.80

(90.50)
80.60%
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30 PROVISIONS FOR STAFF LEAVE PAY
At the beginnrng of the Year
Movement tn the Year

At the end of the Year

31 NOTES TO THE STATEMENT OF CASH FLOWS

2021

KES'OOO

2023

KES'000

(a) Reconciliation of loss before taxation to
cash generated from (used In) operations

15.945 35.073

(1.178,196) (4,165,153)

(25) (s3)
889,024

325,183 374 383

35,073
(1 9,1 28)

36,344
('t,271)

125.704

7,885
(223].

(12e,805)
554,908
381.988

(851.343) (2,087,037)

Loss before taxation

AdJustments:
Finance income (note 12)
Finance costs (note 13)
Fair value gatn rnvestment property
Depreciation (note 1 5)

Revaluation (note 1 5& 16)
Amortisatron (note 16)
Loss/ (gain) on disposal of property, plant and equipment

Fair value loss /gain on biological assets (note 5)

Foreign exchange difference on borrowrngs (note 26)

Biologrcal assets harvested

Cash used in operations before
working capital changes
Movements in.
Out-growers balances
lnventories
Trade and other receivables
Staff provident fund
Defined benefit obligation (note 29)
Trade and other paYables
Trade and other Payables wnte off
Provision for staff leave PaY

Cash generated (used in) operations

(b) Analysis of the balances of cash and cash equivalents

Bank and cash balances (note 22)

Short term deposits (note 21 )

(7.470\
78.648

(195,187)

51 ,923
172.500

9,158
(2,331)

219,500
(12,353,872)

12,9S7,438
19.128

(4,005)
48,474
2,521

(9,228)
240,500

1,454,400

1 .271

222,1O1 (353,103)

8.754 1.412

8,754 1,412
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32 RELATEDPARTYBALANCESANDTRANSACNONS

a) Nature of related palty relationships

Entitiesandotherpartlesrelatedtothecompany.ncludethosepartteswhohav€theabihtytoexercrse
control or significant innuenie over its operaiing ,nO tin"no"f decisions' Related parties include

,"^"g;"^i p"rsonnel, tnerr asioqates, close familymembers and olher govemment agenaes'

The ComPanY is related to;
(t.) The Natronal Govemment
(ii.) The Ministry of Agriculture
(iii.) Board of Directors
(iv.)Key managemenl

iu.i S"i". and purchases from other govemment agencles

b) Due to related parties'Molasset Sales

Agro-Chemical ComPanY Limited

c)

Salaries and other benefits

d) Directors' remunerntion

Fees lor services as directors
Diredors Honoranum
Directors expenses

CAPITAL COMi,lITMENTS

Commitments at the year-end for which no provision has

been made in these f inanoal statementsl

Authonsed and contracted for
Authonsed but not contracied for

Key management comPensation

The remuneration for key management during the year was as follows

195 195

48,586 46.094

2024

KES'OOO

2023

KES'OOO

268
12,701

736
25,753

33

4,400 69,500

4.400 69,500

ThecapitalcommitrnentsrelatepnmanlytoexpendltureoncropprotectionUPSandfurniturefittlngs
The company intends to fr"iil;;; ;;'itments through internally generated funds and loans'
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2024
KES'OOO

12,000

2023
KES'OOO

17,000

34 CONTINGENT L]ABILITIES

Pending clatms
Letters of credit

3S RISK MANAGEMENT POUCIES

Overview

Thecompant'sactlutiesexposeittoavarietyofoperatlonalarrdfinancialnsks.Theseactivlties
involve the analysis, eratu"t[n. ,"""ptance and management of some degree of nsk or combinatlon

ol risks. Taking risk is 
"oru'io 

ti"iJ.p"ny', Uusines! anO the operational risks are an inevrtable

consequence of being in business

Thecontpany'saimlsthereforetoachieveanappropnatebalancebetweennskandreturnand
minimize potential adverse "il"ct; 

* it. nnancial' performance. The key types of financial risks

indude.

o Credit risk
. Market risk
. Liqurdity nsk

The key operational nsks include political and enuronmental nsks'

Thecompany,Sfinancialriskmanagementpolroesaredesignedtoidentifyandanalyzetheserisks,
to set appropnate nsk limtts 

"nJ "introrr. 
and to monrtor the risks and at the same time ensurlng

adherence to latd down timrG. rnis is achieved by means of reliable and up-tc'date information

systems. The company *g;ildy t"'"*t.iit^n;{1 tisk management policies and svstems to

reflect changes ln markets 'nJ 
it"'ging best practices' The company's overall risk management

program focuses on tne unprlal"iJu"ir,tv or.n"ng",r in the business environment and seeks to

minamize potential adverse lrlas ot such nsks on its financial performance within the options

available in the Kenyan r"rr'"t iv 
""triig """"pLur" 

levels of risks. Finanoal risk management is

camedoutbyseniormanagementunderthesupervtslonoftheBoardofDireclors.Managementin
conjuncron wth vanous "#il;Hr-;;; 

u*tii,!| evaluates and addresses nsks accordingly'

lnaddition.thecompanyhasanindependentintemal.auditdepartmentwhich.reportsdirectlytothe
Board Audit committee. Thir;p;;;;tis responsiute.tor assessing the risk taced by the company

on an ongoing basrs, evaluatJ-inO l"if tnu design and effectiveneJs of its tntemal accounting and

operational controls tnat aOiilss these nsks. fni compan, does not enter lnto or.trade ln frnanoal

rnstruments including o"nurt,r" t,n"n"ial tnstruments. for either hedglng or speculative purposes'
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35 irsx rrlru'rncelrENT POLICIES (Contlnuedl

Credit risk management (Continued)

credit risk refers to the risk that a counter party will default on its contraclual obligations resulting in

financial loss to the company. The company n"r'"iopt"o a policy of only dealing with creditworthy

counterparliesandobtainingsutficientcollatera.l,whereappropnate,asameansotmitigatingtherisk
of financial loss from defaults. The company ia u*pot"o'tl this nsk tn.several areas includlng trade

and other receivables and cash and cash uqri"r"ntt. However, -the 
companys credlt nsk ls

concentrared mainly tn advances issued to trlr:n"i. tn the form of farmlng inpuls and in trade

recervables in the ftrm of sugar debtors. rn" *rp"nv gives advances to farmers in the form of

farming inputs to ta'ciiltaie 
-.,iirr".n" 

"rop ".t"uiitr,.!rit 
ano to improve the productivity of the

growing crop. nOvrnces to tairers "r" "u"ntrJtiy 

-O"ar"t"O 
from the value of the cane delivered

upon harvesting. ri.-t"v'i'.[ is irrerefore that the yreld from the crop wrll not be sufficient to cover

the advanced credit'

Thecompanycountersthisriskbyplacingsignificantemphasrsonthevetting"tS:-1"-"]:.1i:
farmers. This is done witn tne alJ orlJ'p'"nunt'i'" and documented critena which indudes a reuew

of farmers, payment nirton".] in" *rp"nv also monitors budgeted sales outp.uts and expected

factory crushing capacity ,na 
"tso 

forecaits of expected environmental conditions to aid it in

budgetlngfortheseadvances.However,theexistenceoffavourableweatherconditionswillalways
remain outside the control of the company'

PoliticalupheavalsandgeneralunrestalsoposearisktothecompanyUsuallyresultinginthe
buming of immature crn". e.;mi"J'oi-i;;;r;.; cane reduces the quality and the quantitv of the yield

from such cane in addrlron to ,"i'.inq production costs and waste. \tvhrle an element of this risk ls

outside the company s conuoi, iinasiowever sough.t to mitigate this risk by enhancing securlty in its

nucleus estates. lne compJny doe" not pur"t 
"si 

burnt cane from farmers in order to discoura.e

inesponsible buming ot i..;il;;";" ;y farmers rn order to readily obtain quick cash.

The bulk of the company,s revenue relates to sugar sales. The company has a doctmented credlt

policy whose management ano-implementation iJoverseen by a Credit Committee The Committee

manages limits and 
"ontro,J'"inJnirations 

of credit risk wherever they are rdentlfied lt structures

the levels ol credit risr it unjerrarls uy placrng limits on the amount of risk acceptable in relation to a

debtor or categones "f 
d;;;;;.'sr;-nixtir" monitored on a regular basls and are subiect to

reoular reviews. Exposure t" -"0,r-ri.x ii managed through regular analysis of the ability of credit

"r!to."r, 
to meet their obligatrons and by adlusting ttre i m-its "ipropn"t"li. 

The credit nsk on trade

receivables is further mitigaied by requiring most credit customers io provide guarantees issued by

reputable banks recommended by the company'

lnmeasunngcred.tnskrelatingtotradereceivables,thecompanythereforereflectsthree

i?Tq;i""#iw of defaurt.by the customer_or counter party on.rts contracruar obrrgarions; cunent

exposures to the counter p#V'"nO-,f. ilX"ly f uture. development, trom which the company derive the

exposure at default, ,no inl fiX"fy ,u"ou"ry ratio on ihe defaulted obligations With regard to

tmpairment of outstandtng recervables, il is the company'i potrcy to assess/revlew all debts over 60

days for rmpairment ""0 
il- pr"*J"-ior all debts wtreie a deotor is declared bankrupt or faong

financialdrfftculties.lnsomecaseswhereanunsecuredcr,stomerrsinarrearsthewholeamounllS
provided for-
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35 RISK MANAGEMENT POLICIES (Continued)

Credit risk management (Continuedf

llaximum exp(Nure to credil tisk beforc collaterat hetd or other credit enhancements

The maximum exposure to credil nsk represents a worst case scenario of credit nsk exposure to the

cotnpany at the end of the reporting penod, without taklng account of any collateral held or other

credit enhancements attached. For reported finanqal assets, this exposure is based on net carrying

amounts as reported in lhe statement of financiel positlon.

Collate,ral
The collateral held for sugar debtors include guarantees from reputable banks recommended by the

company. The credit risk on liquid funds is limited because the counterparties are commerqal banks

*tn' nig'h credit-ratlngs assigned by intematronal credll-rattng agenoes. No collateral ls held for

advancrs to farmers.

The credit risk exposures are dassified in three calegories:

,Veit rer past due nor imPaired

The company claSsifies financial assets under this category for those exposures that are up to date

and in line with contractual agreements.

Past due but not imqaircd
These relate to financial assets that have passed the contractual payment period but are expected to

be recovered withtn reasonable timellnes. These aSSetS are not impaired and continue to be

recovered with the acttve involvement of management. The collateral held for sugar debtors in this

category includes guarantees from reputable banks recommended by the company.

lmpeired
lmpaired ftnancial assets are those for which the company determlnes that it ls probable that it wlll be

unable to collect all payments due accordlng to the contractual terms of the agreement(s). No

collateral is held with respect to the debt, or the collateral doesn't sufficiently cover the exposure.

On an ongoing basis, a credit evaluation is performed on the financial condition of accounts

recervable.
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35 RISK MANAGEMENT POLICIES (Continued)

Credit risk management (ContinuedI

Analysis of credit risk exposure
The lmount that best represents the company's maximum exposure to credit nsk at the reporting

date is made up as follows'

Neither past
due Past due but
nor impaired not impaired
KES'OOO KES'OOO30 June 2024

Trade receivables
Due from outgrowers
Short term deposits
Bank balances

30 June 2023

Trade receivables
Due from outgrowers
Short term deposits
Bank balances

lnlpaired
KES'OOO

Total
KES'OOO

1,341

1,150

24.9't4

209.900

26,255

211,050

8,7548,754

8,754 2,491 234,814 246,059

1,356
53,073

24,914
156,827

26,205
209,900

1.412

1,412

1,412

54,429 181,741 237,582

Page 44



Nzoia Sugar CourPanY l-imited
Annual Reporls and Finaucial Statcments

l'or the year ended June 30' 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

35 RISK MANAGEMENT POLICIES (Contlnued)

Market risk management

Marketnskistheriskansingfromchangesinmarketprices,suchaSinterestrateandforeign
exchange rates which will afiecr the company's income or the value of its holding of financial

instruments.Theobjectiveofmarketriskmanagementistomanageandcontrolmarketrisk
exposures witnln ac'ceptalle parameters, while 6ptirnisrng the retum Overall responsibility for

managing market risk rests witir the companys ,rnager"nt under the supervision of the Board of

Directors.
(ll lnterest rirte risk

lnterest rate risk arises primarily from borrowings, fixed and collateral deposits' cash and cash

equivalents. rne-complnys management mJnitors the sensitivlty of reported interest rate

movementsonamonthlybasisbyassesslngtheexpectedchangesinthedifferentportfolios.

( il) CurrencY risk

The company undertakes certain transactaons denominated in forelgn currencies, mainly the US

dollarandtheEuro.Thisresultsinexposurestoexchangeratefluctuations.Thecompany
however did not nave balances denominated in foreign currency as at year end.

LiquiditY rlsk management
This is rhe risk that the company will encounter difficulties in meeting its finanoal commitrnents from

Its financial liabilities that are settled by delivering cash or another frnancia,l asset. Prudent liquidity

risk management inc[Jes maintainingr sufficient tash to meet company obligations when they fall

due'underootnnormalandstressedconditions,withoutincurringunacce-ptablelossesoratthensk
of damaging tne compan,is reputation. Ultimate responsibility for liquidity risk management rests

with the Board of ijir."-jJrr, *niin n"r developed and put in place an approprrate liquidity nsk

management trr7n"rroifior th" ,rnrg"r"nt of ihe companys short, medlum and long-term fundtng

and tiquidity ,rr;;;;;t-ruqrir"n,',ir6. The company manages liquidity risk by maintaining

adequate reserves, banking facilities and reserve bonowing facilities, by continuously monitoring

forecast and actual cash flows and matching the maturity profiles of financial assets and liabilities' ln

addition, all major 
""p,t"i 

inr"rt.unts are fu;ded by a mixture of equity and long-term debt'

The following t"ufJ!"lf,s"t inu *rp"ny. temlining contractual maturrty for tts non-derivatrve

financial liabilities with agreed repayment periods'

The table has been drawn up based on the undiscounted cash flows of ftnancial liabilities based on

theearliestdateonwhichthecompanymayberequiredtopay.Thetablesincludebothinterestand
principal cash flows and exclude the impact of netting agreements'
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

35 RISK MANAGEMENT POLICIES (Continued)
Liquidity risk management ( Continued)

At 30 June 2024

Bonowngs
Trade payables
Payables to out-growers

At 30 June 2023

Bonowings
Trade payables
Payables to outgrowers

1-6
Months
KES'OOO

192.804

192,804

1-6

Months
KES'OOO

499.922

6-',12
Months
KES'OOO

Above
1yea.
KES'OOO

Total
KES'OOO

893,533

6-12

893,533 893,533
192,804

1,086,337

Total
KES'OOO

46.808,218
869,870
272,549

Months
KES'OOO

Above

l year
KES'OOO

- 46,308,296
869,870
272,549

499.922 1j42.419 46,308,296 47 950,637

Falr value of financlal assets and llabilitles
a) Frnanclal instruments measured at fatr value

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect lhe company's market
assumptions. These two types of inputs have created the following fair value hierarchy:
. Level '1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This

level includes listed equity securities and debt instruments on exchanges.

Level 2 - lnputs other than quoted prices included within Level 1 that are observable for the
asset or liability. either direclly (that is, as prices) or indirectly (that is, derived from prices).
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NOTES TO THE FINANCIAL STATEMENTS {CONTINUED}

35 RISK MANAGEMENT POLICIES (Continued)

o Level 3 - lnputs for the asset or liability that are not based on observable market data

(unobservable inputs). This level rncludes equity rnvestments and debt instruments with

iignificant unobservable components. This hierarchy requires the use of observable market

da-ta when available. The company considers relevant and observable market prices in its

valuations where Possible.
The followang table shows an analysis of financial and non- financial instruments recorded at fair

value by level of the falr value hierarchy'
Level 1 Level 2 Level 3 Total
sh'ooo sh'000 sh'000 sh'000

At 30 June 2024
Property, plant and equtpment
Biological assets
lnvestment property

At 30 June 2023
Property, plant and equiPment
Biological assets
lnvestment property

8.738,504 -
937,083 -
303,978 -

8,738,504
937,083
30s,978

9,054,089
791,942
303,978

9,054,089 -
791,942 -
303,978 -

36

There were no transfers between levels 1, 2 and 3 during the year

b) Financial instruments not measured at fair value

Disclosures of fair values of finanoal instruments not measured at talr value have llot been

made because the finansal carrying amounls are a reasonable approxlmation of their fair

values.

CAPITAL MANAGEMENT
The companys obiectives when managing capital are.

. To matcfr the profile of its assets and liabilities, taking account of the nsks inherent rn the

business;
. To maintain financial strength to support business groMh; and
o To safeguard the companys ability to continue as a going concem so that it can continue to

provide idequate retums to its shareholders and value to all other stakeholders.

The capital struclure of the company consists of debt. wtlich includes the bonowings less cash and

cash equivalents and equity attributable to equity holders, comprising issued capital, revaluation

surplus and retained eamings. The Board of Directors reviews the capital structure on a regular

basis. As part of this review. the board consrders the cost of capital and the risks associated with

each class of capital.

Based on the review, the company analyses and assesses the gearing ratio to determine the

appropriate levels. This ratro is calculated as net debt divided by equity. Net debt is calculated as

total borrowings less cash and cash equivalents.

There have been no material changes ln the companys managemenl of cepital during the year.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

36 CAPITALMANAGEMENT

The gearing ratto at the year-end was as follows

Shareholders' deficit

Borrowings (note 26)
Short term deposrts (note 21 )

Cash and bank balances (note 22)

37

2024

KES'000

2023

KES'OOO

2.251,700 (56,58S,422)

46,808,218

(1 ,4',t2)

38

(8,754)

Net debt (8,754) 46,806,806

Geanns ratio __o_y]!!*
INCORPORANON

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

CURRENCY

These financial statements are prepared in thousands of Kenya Shillings (KES '000), the company's
funclional cunency.
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PROGRESS ON FOLLOW UP ON AUDITORS RECOMMENDATIONS

30.06.2024NOT
RESOLVE
D

The company faces an acute
challenge due to aging factory
machinery, accrued loan interests,
prolonged drought atfecting cane
growth and development leading to

depleted raw cane material for milling.
These factors have tnade the
company not able to fully meet its
financial obligations as and when they
fall due.

However, the directors have assumed
that the Govemment of Kenya (GOK)
will continue to support the factory and

wrll not demand for the settlement of
the outstandinq loan amounts. ln the
event the Government of KenYa

demand for the settlement of their net
loans, adlustment wll be requlred to

restate the assets to their realizable
values, to reclassfY non-cunent
assets and long-term liabilities to

cunent liabilities and to provlde for any
turther losses and liabilities that may
3nse.

The company is also banking on the
implementation of sesstonal paper

number 12 ol 2012 Presented to
parliament, where the cabinet
proposed for the write off of all

Govemment ot Kenya and Sugar Fund

loans of Public Sector Owned Sugar
Compantes, Nzoia Sugar ComPanY
Limited being one of them.

financialMaterial UncertaintY
Related to Going
Concern

1 .Page 1

30 06.2024RESOLVE
D

Revaluation was camed out in 201

by Real Appraisal limited on the tdle

assets and an impairment recorded as
per the revalued figures for each item.

The Company started the Process of
disposing the assets in 2016 after the
Ministry of Agriculture gave authonty
to dispose assorted obsolete
equipment suPPlied bY Arkel
intemational lo Nzoia Sugar Company

5

Limited. The com Il invited the

ldle Plant2.1 Page 2

Pagc 4.9
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Ministry of Public Works to value the
idle assets for purpose of disposal and
a reserve pnce was given for every
item to be disposed totaling to
Kes.217.370,000. The tender for the
Sale of Arkel Yard NSC/PUR-
21(Nnfiil17 was advertised on 21d
April 2017 and closed on th May 2017
in the Standard newspaper. However
only 6 items worth Kes.8.6 million
attracted bidders from a total of 52
items worth Kes.217.3mrllion
translatang to minimum expecled sale
of 4ol0. The disposal exercise was not
successful hence the company did not
sell the items.
The disposal mtnutes are attached for
your revrew.

The company is in the process of
restarting the disposal process a fresh
after the appointment of the company
board of direclors by the Government
of Kenya as per gazette notice
no.1 902 dated 16th February 2023 and
gazette nottce no.1905 dated 13rh

February 2023 attached.

2.2 Page 2 lnstallation of CCTV
Surveillance System

This project was undertaken by M/S
valley point on 15th Nov 201 6,there
were delays in the com pletion of the
proiect due to some tinancial
challenges. The prolect was however
completed in March 2021, 1oo/o

retention completaon certificate issued
on 3'f r March 2021 as attached.

RESOLVE
D

3.1 Page 2 Slow moving and
Unutilized
lnventories

Nzoia Sugar Company Limited
produces brown suqar. Due to
increasing demand for white sugar.
the Company commenced the process
for procurement of syrup clarifier plant
that would facilitate the same. ln
observation of all procurement
procedures, this plant was delivered
and installed to completton by Suviron
equipment PW limited on grh of
December 201 5.
Tender for supply of chemicals i.e. 40
tons of colour precipitants magnafloc
LT 7991 and 2 tons of floatation
polymer magnafloc LT25 for
commissioning syrup clarifrer was
awarded to Shalini lmpex on
30/3/2016. These chemicals were

ONGOING 30 06.2024
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delivered, inspected and received on
913f2O17. For commissioning of the
plant, it was imperative that cane
availability is guaranteed to enable the
plant run for three months without any
major stoppage. We had envisioned
this by the time we started the
procurement process. However, when
we were about to commission the
plant, we started experiencing a
senous cane shortage due to
poaching and drought. This situatron
saw us mill at least three days rn a
week whtch persisted up to the time
we closed down the factory.
Unfortunate being penshable goods,
the chemicals exprred.

3.2 Page 3 Uncleared Goods The company ordered for goods from
overseas worth Kes. '142,7 12,5U lo
facilitate maintenance of the factory.
By the time they arrived at the port the
company had started expenencing
cash flow challenges due to
inadequate raw materials coupled wilh
poor state of the factory.
So lar goods worth
Kes.54,691,092.96 have been
delivered and used for factory
maintenance.

ONGOING 30.06.2024

4 Page 3 Unsupported Loan
on Long Term
Borrowings

The management is following up the
documentation from treasury at the
same time awartrng the action of the
government of Kenya on write-oft as
per session paper no. 12 ol 2012.

RESOLVE
D

30.06.2024

5 Page 3 Unsupported
Deferred lncome
Taxataon Liability

The company had engaged the
services of a tax consultant to carry
out the computation of defened
income tax liability. When the
company starled expenencing
cashflow challenges, the consultant
terminated the services citing delayed
payment thus the reason for
maintaining the same figure. However,
the company is in the process of
engaging another tax consultant to
carry out the tax computation.

ONGOING 30.06.2024

6 Page 3 Unsupported
Administrative
Expenses

Directors expenses on local travels of
Kes.2,059.778 were availed dunng the
audit process as billed by the
contracted company, saints Travel &
Safaris Ltd, to procure transport
seruces for the directors. The
company is still following up on the
requested supporting documents by

COMPLET
Ei)

30.06.2024
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1 Page 4

the audrtors and wrll avail them as
soon as the are retrieved

7 Page 4 The audit process had already been
completed by the time the company
lawyers provided rndependent
confirmation letters to support the
contingent liabilities. Supportrng
documents for contingent liabilities
have been attached for your revrew as
provided by the company lawyers.

RESOLVE
D

30.06.2024

Unsupported Trade
and Other
Receivables

The company owes most of the
suppliers on down-payment money for
previous supplies hence they demand
for upfront pay for current supplies that
the company requires for its
operations. The advance payments
amounting to Kes.7,461,274 had not
been acrounted for as at the end of
financial year 30th June 2019.
So far goods and services amounting
to Kes.3,063,397.73 have been
delivered.

RESOLVE
D

30.06.2024

2 Page 5 Unpaid Salary and
Wages

The Company has been undergoing
some financial difficulties due to
inadequate raw matenals owng to
cane poaching. Thrs has actually been
an industry wide challenge thal didn't
spare our company. The finanoal
dif{iculties led to accrual of various
obligations, unpaid salary and wages
berng among them. The company
resumed operations mid-February
2o2o and has paid the salary arrears
for the month of March 2019 to
October 2019 amounting to Kes
352,629,352.96 .

RESOLVE
D

30.06.20243 Page 5 Unutilized
lnvestment Property

The house was last occupied seven
years ago by a tenant called Sophia
Nyambura wtro generated huge rent
arrears totaling to Kes.1 ,080,000
ceusing the company to set in motion
the distress for rent process.
She moved to court vide Narrobr
CMCC No.1130 of 2011, obtained an
injunction and continued to enioy the
iniunclion until such time that she
moved out of the premises leaving the
house in a state of disrepair and
vandalism.

The Chief internal audltor after tounng
the plot in the Rnancial year did a
report on its status atter which the
head of proiects went on site to

ONGOING
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assess the cost tnvolved to get the
facility back to the statues of
generating revenue. Management has
assessed the report but financial
constrarnts have delaYed its

implementation.

4 Page 5 Failure to Remit
Statutory
Deductions

The Company has been undergoing
some financial difficulties due to
inadequate raw materials owing to
cane poaching. This has actually been
an rndustry wide challenge that didn t
spare our company. The financlal
difficulties led to accrual of various
obligations, statutory deductions being
one of them. The companY resumed
operatrons mid-February 2O2O and
has paid statutory arrears amounting
to Kes 200.387.602 as at 30th June
2022 and Kes.266,496,922 as at 28rh
Februa 2023

ONGOING 30.06.2024

ONGOING 30 06.20245 Page 6 Unremitted
Retirement Benefits
Deductions

The Company has been undergoing
some financtal dfirculties due to
inadequate raw materials owing to
cane poaching. This has actually been
an industry wide challenge that didn't
spare our company. The finanoal
diffrculties led to accrual of vanous
obligatrons, retirement benefits being
one of them. The companY resumed
operations mrd-February 2020 and
has paid retirement benefits anears
amounting to Kes.23,317,083.00 as at
30rh June 2022 and
Kes.3t,138,150.61 as at 28th February
2023.

1 Page 7 Long Outstanding
Staff Receivables

There ate on0oing criminal
proceedings against the former staff
debtors in Bungoma Chief magistrate
court cnminal case number 12 ol 2019

ONGOING

Staff receivables amounting to Kes.34,
114, 000 are betng recovered through
the payroll, as at 30rh June 2022,
Kes.21 , 322,645 had been recovered
and the proc€ss is still going on
monthly.

The company ordered tor goods from
overseas worth Kes. 322,061 668 to
facilitate maintenance of the tactory.
By the tlme they arnved at the port the
company had started exPenencing

ONGOING

cash ffow challen s due to

30 06.2024

1 Page 2 2O22-
2023

Goods in Transit 30.06.2024
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inadequate raw maten
poor state of the factory.

Out of Kes.322,061,668, goods worth

Kes.60,000,000 were Paid bY

Aonculture and Food Authonty'

djivered and used for factory

maintenance in July 2022' while goods

worth Kes.54,691,092.98 Paid bY the

CompanY have been delivered and

used for factory maintenance as Per

als couPled with

the anached schedule
30.06.2024ONGOING

intangible asset resulting to a

revaliation surplus of Kes 1,920,134

on statement of changes in equity is

as a result of carrying out a

reconciliation of all payments made

towards ERP sYstem both to the

vendor and Kenya Revenue Authority

as per the attached schedule'

of Kes.372.000
progress and

es.2.292.031 in

The revaluatio
on capltal w
revaluation ga

n loss
ork in
inofK

Property Plant &
Equipment

2 Page 2 2022'
2023

30.06.2024RESOLVE
Don c€pital work in Progress and

revaluatron gain of Kes.2,292,031 in

intanoible asset resulttng lo a

revaliation surplus ol Kes'1,920,134

on statement of changes in equity is

as a result of carrying out a

reconclliation of all payments made

towards ERP system both to the

vendor and Kenya Revenue Authorlty

as per the attached schedule.

The net book value of

Kes. 1 57,563,000 represents the value

of ERP system whose implementation

is compleie and rt is being used by the

company rn carrylng out its day to day

ooeiations. The intangible asset is
amortised over a period of 20 years as

Der the intanglble asset schedule
'note.16. The software/system that is

tullv avarlable for use has been

amtrtrsed for 20 Years from 2017

hence the net value of

Kes.157,563,000 as at 30th June2022'
All the supporting schedules and

documentations to support intangible

asset totaling Kes.157,563,000 were

available during the audit. The same

has been attached for Your review'

f Kes.372,000The revaluation loss oUnsupPorted
lntangibte Assets

3 Page 2 2022'
2023
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30.06.2024RESOLVE
D

The Company has for quite some time
experienced cash flow challenges as a
result o, poor factory performance due

to non-maintenance for over 6 years

The factory has been operattng below
capacity and frequent breakdowns
caused a lot of losses. This impaired
our ability to meet a number of
obligations including repayment of
loans. The comPanY comPleted its

annual factory malntenance ln August

2022, envtsages to imProve on

effrciency and thus more production

that will generate more revenue to
rneet the re ent of loans

4 page 2 2022-
2023

30.06.2024ON GOINGThe company faces an acute linancla
challenge due to aging factory
machinery, accrued loan interesls.
prolonged drought affecting cane
growth and develoPment leading to

depleted raw cane matenal for milling.
These factors have made the
corlrpany not able to fully meet its

finanoal obligations as and when they
fall due.
However, the directors have assumed
that the Govemment of Kenya (GOK)

will continue to support the factory and

will not demand for the settlement of
the outstanding loan amounts. ln the
event the Government ol KenYa

demand for the settlement of their net
loans, adtustrnent wrll be required lo
restate the assets to their realizable
values, to reclassifY non-cunent
assets and long-term liabilities to
cunent liabilities and to provide for any
turtrer losses and liabilities that may
anse.
The company is also banking on the

implementation of the Treasury
Memorandum On Action Plans To
Revrve and Commercialize The State
Owned Sugar ComPanies Presented
lo parliament on 22"d AugLlst 2023.

Non-Servicing of
Loans

Going Concern5 Page 3 2O22-
2023

30.06.2024ONGOINGThe house was last occuPied seven
years ago by a tenant called SoPhia

Nyambura who generated huge rent
arears totaling to Kes.1 ,080,000
causing the company to set in motion
the distress for rent Process.
She moved to court Mde Nairobi
CMCC No.1130 of 201 obtained an

ldle lnvestment
Property

Page 4 2022-
2023
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rnjunclon and continued to enioy the
injunction until such time that she
moved out of the premises leaving the
house in a state of disrepair and
vandalism.
The Chlef intemal auditor after tounng
the plot in the financial year did a
report on its status after which the
head of projects went on site lo
assess the cost involved to get the
facility back to the statues of
generating revenue. Management has
assessed the report but financlal
constraints have delayed its
lmplem entation.

1 Page 4 2O22-
2023

Unresolved Prior
Year

The findings as per the certificate
signed by the Audrtor General have
been tully captured and are being
addressed.

ON GOING 30.06.2024

2Page 4 2022-
2023

Long Outstanding
Trade & Other
Payables

The Company has for quite some time
experienced cash flow challenges as a
result of poor performance of the
faclory due to lack of maintenance
among other faclors. This impaired its
ability to meet a number of obligations
including the Trade and other
payables. Partial maintenance was
done on the factory tn the months of
June to August 2022 and there is
improved performance. lt is envisaged
that improved efliciency will increase
production that will generate more
revenue to meet the accrued
obliqations.

ON GOING 30.06.2024

3 Page 5 2022-
2023

Excess Wage Bills The company operating TC/TS
averaged 16.97 against a larget of
11.04 during the year under review
due to non-maintenance of factory for
the last 6 years leading to frequent
f actory breakdowns, poor perf ormance
by mud filters, turbines, boilers, aged
filters and low mill extractron.

Despite the low total cane to total
sugar ratio e)$raction, the labour costs
remained fixed hence exceeding the
set legal limit but management
expecls the ratio to drop to 35% or
below when we resume continuously
mrlling. The company completed its
annual factory maintenance tn August
2022 and expects improved faclory
efficiency.

ON GOING 30.06.2024
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APPENDIX 1: PROJECTS IMPLEMENTED BY THE COMPANY

ProjecUQ
ntractor

Ycar of
Budget

Budgot (Ksh) Contract Sum
(Ksh)

Amount Paid
(Ksh)

Ongoing
Jobs

oloaga

Comp Rcmarks

1 Supply of 54TPH
boiler modification/
Avant Garde Enq

2015116
2016117

140,000,000.0 '126.518,000

00
113,036.00
0.00

None 50 Items at the Port

not Cleared due

to Financial

Supply, installation
& commtssioning of

mixed luice filtration
system &

rehabilitation of
mud filters/SElloi

2016117 93,000,000.00 90,356,000.0
0

30,340,850
00

None 55 Mud Rehabilitation
awaiting Comrn.
Eng.

J ERP
IMPLEMENTATION

2016120
17

282,600,000.00 282,600,000.0
0

212,800,000
00

Ongoing 80 Ongoing

TOTAL 515,500,000.00 499,474,000.
00

356,176,850
.00
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APPENDIX 2: INTER COMPANY TRANSFERS

The Company had no inter-entity transfers as at the end of 3oth June 2024

APPENDIX3:RECORDINGoFTRANSFERSFRoMoTHERGoVERNMENTENTITIES

TheCompanyhadnotransfersfromolherGovemmententitiesaSattheendof30thJune2024
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