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cherireli! sugarcompany Limited

Anqr1l; Reports and Financial Statements

For the r ended June 30, 2022

KEY ENTITY INFORMATION

Background informatlon

Chemelil Sugar Company was established in 1965 as a private limited Company and later became a Parastatal in 1974' lt

is currentlyi parastatal underthe Ministry of Agriculture, Livestock, Fisheries and cooperatives - state Department of

crop Deveiopment. The Company is domiciled in Kenya and is located along Awasi - Nandi Hills Road in Muhoroni sub-

County of Klsumu County, approximately 50 kilometres from Kisumu City'

Prlnclpal Activitles

The prlncipal activity of the Company is to manufacture sugar and co-products from sugarcane and to establish and

manage sugarcane plantations. lts vision is to be the Company of choice in the production and marketing of sugar as

well as in sugarcane development in the region. The Company's core objectives include cane development, factory

capacity utllization, marketing and distribution, environmental management and corporate citizenship'

Directors

There were no serving Directors during the year/period after the appointment of the following members of the Board

was revoked on 22 July 2020 through the Kenya gazette dated 3'd August 2O2O to take effect from t6 luly 2022'

1. Mr. Zedekiah KiProp Bundotich

Z. Mr. Gabrieil Nyangweso
3. Mr. David Osiany
4. Ms. Christlne Adeno

5. Mr, George Oballa
6. Mr. Lilian Marjorie Wasonga Nangulu
.7. Principal Secretary Ministry of Agriculture

8. Principal Secretary, National Treasury

9. Development Ban_k of KenYa

10. Agricultural Development Corporation

11. VIVO Energy(K) tTD

Chief Officers

1. Mr. Gabriel Nyangureso

2. Mr. Emmanuel Obetch Ngala

3. Mr. Joseph Onyando
4. Mr. Joseph Kiilu

5. Mr. Constance Webale

6. Ms. Lindah Kiplagat

7. Ms. Jackline Kotonya

Corporate Secretary

lmage Registars

P.O. Box 9287- 00100
Nairobi, Kenya.

Corporate Headquarters

P.O. Box t7740LOl
Awasi-Nandi Hills Road

Muhoronl, Kenya

- Chairman

- Ag.Managing Director

- lndependent Director

- lndependent Director

- lndependent Director

- lndependent Director

- Alternate, Ms. Jackline Kiio

- Alternate, Mr. KennedY Odhiambo

-Alternate, Mr. Jacob Mananda

-Alternate, Mr. Richard AiYabei

- Alternate, Ms. Naomi Assumani

- Exited on 22 Jul 2020

-Appointed MaY 2017

-Exited on22lul2O2O

- Exited on 22 Jul 2020

- Exited on 22 lul 2020

- Exited on 22 lul 2020

- Exited on 22 Jul 2020

-Exited on22)ul2O2O

- Exited on 22 lul 2020

- Exited on 22 Jul 2020

-Exited on22Jul2O2O

- Ag.Managing Director

- Head of Finance

- Head of Agriculture (Ag)

- Head of Faaory (Ag)

- Head of Human Resources (Ag)

- Marketing Manager

- lnternal Audit Manager (Ag)

ll1



Chemelil Sugar Company timlted
Annual Reports and Financial Statements

TFor the year ended June 2022

KEy ElITIry TNFORMATTON (Continued)

Corporate Contacts

]1"t1":" :( 2s4) o2o-20 ztul3/4/st-mait'stt:fi'l,tloilittiiu:,1* 
orrice@rmair.com

Corporate Bankers

1. (enya Commercial Bank Limited
P.O. BOX 7740700
Kisumu, (enya

2. Co-operative gank of Kenya Limitedp.O BOX 3O1S11.4O1OO
Klsumu, Kenla

lndependent Audltors

Audltor Generat
Kenya Naflonal Audlt Offlce
Annlyersary Towers, University WayP.O. Box 30084
coP 00100
Nairobi, Kenya

Principal Legal Advisers

1. Migo_s Ogamba & Company
p.O. Box tZ- 4OkCE
Nairobi, Kenfa.

2. ]!n9 Rasot & Company
p. O. Box30s1_4o1bo
Kisumu, Kenya.
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Chemelil Sugar ComPanY Limited

Anll'-al Reports and Financial Statements
ended lunel0,2022t For the Year

THE BOARD OF DIRECTORS (lmmediate Previous)

t

KEY QUATIFICATIONS AND EXPERIENCEDIREOOR,S NAME

20th September,2078.

He is a renowned businessman with a wide knowledge in transport and dairy industry

spanning over 15 Years.

Holds Bsc. in Management and Marketing (Royal Holloway University of London),

Diploma in Business Management.

Mr. Bundotich was appointed as Chairman of the Board of Directors with effect from1. Mr. Zedekiah KlProP

Bundotich

Chairman

Degree in Strategic Management from Egerton

University, BSC in Agriculture from University of Nairobi and lnternational Certificate in

sugarcane Agronomy from Mauritius. He has served Sony Sugar as Out growers Manager,

Nucleus Estate Manager, Transport Manager and Head of Agriculture - a position he held

until secondment to Chemelil Sugar Company as Managing Director in an acting capacity

from 5th MaY 2017.

Mr. Nyangweso holds a Master/s (MBA)

Ag. Managing Director

2. Mr.Gabriel
Nyangweso

advocaryandadvice,andstrategicpublicmanagementwithspecialbiasto
communication, HR Management & organizational Development. He holds MSc. Public

policy from the university of Bristol, United Kingdom and Bachelors Degree in Arts

10 years' exPerience in PoliryMr. Osiany is a Public PolicY P rofessional wlth over

3, Mr. David Osiany

lndependent Director

september, 2018.She is a Lawyer with vast experience in consultancy servlces and

research. Currently a partner in charge of Finance and Administration at Maangi and

otieno Advocates. A member of various professional bodies e.g. FIDA, LSK, and CRADLE'

Has previously consulted for APHIA-USAID, Oxfam GB, and Committee for

Ms. Atieno was appointed Board member of the CompanY with effest from 20th

4. Ms. Chrictine Atieno
Otieno

lndependent Director

of Kenya. He has Masters in BusinessMr. Mananda represents Development Bank

Administration (Finance).

5. Mr. Jacob Mananda

Altemate Dlrector

Mr. Odhiambo represents the National Treasury as per

Alternate to Principal Secretary, The National Treasury'

the state corporation Act.Kennedy

Alternate Director

odhlambo
6. Mr.

v
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For the vear ended June 30,2022

Alternate Director

7. Mr. Richard
Aiyaibel

Ms. Jacqueling lfiio8.

Alternate Director,
ol

and
furlculture,
Cooperatlves

9. Mr. George Obala

lndependent Director

Ms. Ulian Marjorie

ndependent Director

10.

Wasonga Nangulu

11. Ms. Miriam

lmage
Company

r. Richard Aiyabei aged 51 years is a holder of MSc. Degree in Agronomy fr I UrEldoret, BSc. Degree in Agriculture from Moi Univenity and Dipi a ifrom Egerton University. He is cu rrently the Managing Directorlural Development Corporation a position he rose to progressively sin^- joirin 1990 as an Assistant Farm Manager. His D irectorship roles incl ts, ISeed Company and Chairman Agro Chemical and Food Company ltr VIris a member of World ploughing Board, Kenya Ploughing Oganisation (r\airman), ASK Council Member Eldoret Branch an d ASK Member of Executir -on
Minlstry of Agriculture, Livestock and Fisheries. She joined the [_ rrd ,2018.

Mr. Oballa, aged 52 years is a holder of a Bachelor of Commerce in Marke gD

fror

tSe

(1992) from University of Nairobi and Advanced Diploma in Marketing (2003)
lnstitute of Finance Management. Currently, he is a Director, Lead Consultan
Resources Ltd and Regional Director for East Africa at Forefinance/Scopelnaig,,.

Nangulu holds a Master,s degree in Administra tion, Tourism-p unjabi Univ ,i,y
lndi;. 
N.A

diploma in Computer Applications, Computer Center-Chandigarhof Comm erce'PunJabi Uhiversity, lndia. She has worked for Citibarexperience Head (Kenya a nd Uganda).

Miriam Ndira ngu represents lmage Registra rs who are appointed b"by the Board ofDirectors. She is a member of lCpSK.
a!
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Chemelil Sirgar C6fi Piinf timited

Anr ual Reports and FinancialStatements

For the Yea r ended lune30,2022

a MANAGEMENTTEAM

KEY qUAUFICATIONS AND EXPERIENCEMANAGER,S NAME

Ag. Managing Director

Mr. Gabriel NlPngweso,
MBA (Strategic Management)

Head of Faaory (Ag)

Mr, Joseph Mutisya Kiilu

BSc (Food Sc. & TechnologY)

of Finance

Mr. Emmanuel Ngala

EMBA, BCom (Accounting),

ACCA, MKIM

of Agriculture (Ag)Mr. Joseph OnYando
BSc. (Agriculture)

nternal Audit Manager

Ms. Jacqtreline KotonYa

BSc (Chemistry), AWSE, EIK
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Flead of Human Resource(Ag;

Supply Chaln Ma nager (Ag)

rketing Manager

_tl

ti

t

l

Ms. Constanc€ Webate
BBM (Human n".ou.." rrait),

cHRP(tq

Mr. Japheth Ojrrang
lPurchaslng & Supplles), Dlp

BA, KISM, CIPS

BBM

MBAll;;"T#lli;T,liii
(Marketing), MSK

!
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Chemetil Sugar ComPanY Limited

Ani.ial Reports and Financial Statements

For the ended June 30, 2022

CHAIRMAN,S STATEMENT

ovERVIEW

Despite the Sugar lndustry's continued general sugarcane deficit, the cane supply in Nyando sugar belt during the

z}2ll:zl22finandal year was much better compared to a number of preceding year(s) owing to the effect of the long

rains of 2019 and 2020. Sugar selllng price was also generally stable during the year being supported by government

control over sugar imports. The main set back that curtailed the Company's performance during the year under review

was frequent brealdowns of key machinery in the factory due to ageing plant. The plant had not undergone major

maintenance since the year 2013. This led to inefficient factory operations, loss of production time and low sugar

recovery which affected production, Profitability and cashflow.

OPERATIONS

The volume of cane milled reduced to 276,853 tonnes down from 4tL,1!2 processed in the previous year. This was

mainly because of low uptake of the raw materlal due high down time. Unlike the preceding year where the factory ran

continuously for all the 12 months, the factory had to shut down for maintenance after 9 months of milling in the

financial year under review. The average conversion ratio was relatively worse at 15.14 tonnes of sugarcane to one

tonne of su"gar compared to 14.75 achieved the previous year. The Company sold a total of L7,245 tonnes of sugar

compared t; 2g,031 tonnes sold in 2020/2021. Accordingly, the gross turnover dipped to Kshs. 1,708 million down from

Khs. 2,555 million achieved in the previous year mainly because of lower production and sales volumes.

RESUTTS

The Company posted an increased loss of Kshs 695 million compared to the loss of Kshs 551 million in the previous year.

TN(CONTRIBUTION

The Company continued to be one of the large tax payers to the government. During the financial year, the Company

accrued/paid Kshs. 236 million in VAT compared to Kshs. 354 million the year before.

CORPORATE SOOAT RESPONSI BILITY

Despite constrained cash flows the Company continued to play its role as a responsible corporate citizen' The key focus

areas during the year under review were education, health, sanitation and environment. Through its own sponsored

Chemelil Sugar primary and secondary schools and by supporting a number of other public schools within Chemelil

zone, the Company continued to empower the population in the community. The Company also operates a health

facility which supports the community's health, through its MCH and general healthcare services.

D!VIDENDS

The company remains committed to its primary objective of maximization of Shareholders' fund and in giving a return

on investment through payment of dividends. However, due to the low performance for the year, loss incurred and the

aforementioned financial constraints, the Company was not in a position to pay dividends. Measures are being put in

place and this situation is likely to change in the coming years and dividends shall be paid accordingly.

PERFORMANCE CONTRACT

The company entered into a negotiated performance contract with the Government of Kenya for the year 202112022by

setting targets in line with the Strategic plan 2OL7/20L8-2021/2022 and the Approved Budget lor 202L12022'The

Company did not achieve its profitability target for 2l2}l2122given the conditions it operated in but there is strong and

positive indicatlon of improved performance towards achieving and surpassing our boundaries of success'

lx
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Chemelil Sugar CompanY Limited

Annual Reports and Financial Statements

For the year ended lune3O,2O22

REVIEW OF CURRENT AND FUTURE BUSINESS OUTLOOK

Access to adequate quality raw material and stability of market sugar price remain the key determinants of the

Company's operatlonal performance. The company continues to engage and/or contract farmers for cane supply'

lrnprovement ln cane availability is being pursued through planting of high sucrose and early maturing cane within the

nucleus estate and improving extension services to farmers. Continued support to farmers with farm inputs and

implements is onloing. All these efforts are aimed at improving the quantity and quality of sugarcane for milling. The

cane testing unit which will peg cane payment on sucrose content thus ensuring the company gets value for rnoney is

almost complete.

The Company,s s-year strategig plan (2077 h8- 2O2Ll2O22l had targeted to increase cane yield from 48 TCH to 75 TCH

and to mill g71,OOo tons annually by the year 2oZLl2O22. Though these targets were not achieved in the year under

review, it is envisaged that the Government commitment to privatization of the five public sugar mills will inject new

funds to revltalise factory efficiency and mitigate the inadequate cane availability and supply to the factory. The process

is expected to enhance competitiveness, profitabillty and sustainability of the Company. The company is also keen on

cost controls and inrproved corporate communications policy to ensure it has support from all stakeholders'

The government appointed a tasHorce to review and advise on the design, development and implementation of the

sugai industry price stabilization framework which has looked into ways of stabilizing the incomes of different players in

the sugar value chain going forward, The implementation of recommendations by this task force is expected to sanitize

the regulatory regime, control sugar importation and create a level playing ground for all in the industry.

The COMESA safeguard measures were also extended to February 2023. The Company's generally irnproved

performance levels should enable it compete when that time lapses. The Company will continue to enhance factory

efficiency and increase the branded sugar production. Cost management initiatives will continue to be implemented to

return the company to profitability. More land in the catchment area is being put under cane to meet the factory

optimum requirements and irrigation project is being enhanced to increate cane yield. The cane development program

will continue into the next year where a further 3,000 hectares are targeted.

APPREOANON

Much gratitude goes to all our cane farmers who have stood with us during these difficult times. We also thank our

suppliers, the Commodity Fund and the National Government for the loans given to us, cane transporters, cane

development contractors and the sugar customers for their valued support in the last one year. Finally, sincere thanks

to the management and staff for their hard work and continued commitment to Company goals even during the difficult

times experLnced for the better part of the year. There is all optimism that we shall all improve our performance to

meet our targets for future Company sustainability.

LL
CHAIRMAN

x
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crremeiit susa; compi;y timiied -"

Annual Reports and Financial Statementst For the Yea r ended June 30, 2022

REPORT OF THE CHIEF EXECUTIVE OFFICER

It gives me pleasure once again to present this report on the performance of Chemelil Sugar Company Limited for the

year ended 30th June 2022

OVERVIEW

Even though there was positive effort towards restricting sugar importation which helped sustaln good sugar prices in

the market, the Company's revenue generation and cash inflows were affected by low production arising mainly from

loss of production tlme due to frequent factory breakdowns. The breakdowns caused by the aging plant adversely

affected throughput and conversion ratios. Other operational challenges included low agricultural machinery availability

and low cane yields.

PERFORMANCE REVIEW

i) Financlal Pcrformance

The overall result of the year was an operating loss of KShs. 695 million compared to a loss of Kshs.551 million recorded

in the previous year. The is because of increased factory inefficiencies and also because milling operations were

sustained for only 9 months of the financial year compared to 12 months in FY 2021. ln additlon, some maintenance

cost incurred during the shutdown have also contributed to the loss.

The net turnover for FY 2022 decreased by 33Yo to Kshs.1,473 million down from Kshs.2,211 milllon in FY 2021. This

comprised Kshs.1,432 million (2021-Khs.2,137 million) from sugar and Kshs.41 million (2021-Kshs.74 million) from

molasses. The reduced turnover attributable to lower sales volumes was despite the better sugar selling price for sugar

compared to the prcvious year. Molasses price was worse compared to the year before.

hn increased gross loss of Kshs.486 million (2021-Kshs.6 million) was attributed to the high cost of production arising

irom in process material losses and high cost of spares and repairs caused by frequent factory breakdowns during the

year under review.

Marketing and distribution costs increased by 34/o mainly due to higher staff cost after some positions that were

previously vacant were filled. Administration cost reduced by 5% as a result of cost control measures during the year

under review. Finance cost reduced by 7l% because a significant portion of the long-term loans stopped accruing

interest.

ii) Agrlcultural Operations

Cane delivered to factory during the year totalling 276,003 was 33% lower than 4t!,654 delivered the previous year.

The average pol (sucrose in cane) was 11.08% (202!-11.88%). The decrease in quantity is attributed to the 9 months

only of operation3 compared to 12 months in the previous year. This is in addition to the relative low factory intake of

sugar cane due to high amount of down time during the year. The Nucleus Estate contributed 30,218 (11%) while

245,785 was sourced from farmers within Chemelil zone. The price of cane per ton increased by 8% to Kshs 4,563

compared up from Kshs. 4,040 in FY 2021. Cane pricing committee was involved in settlng minimum cane price based

on prevailing ex-fuctory price of sugar.

Weather conditions during the year was favourable for cane production as the cane zone received relatively high rainfall

mean of 1782.9rnm (2021-1681.8mm) although slightly lower than the long term mean of 1,855.2mm. However, cane

yields deteriorated to an average of 35.88 TCH compared to 49.6 the previous year due to continued cane pouching

activities by neighbouring millers in unfair competition during the year'

I xt



Chemelil Sugar Company Limited

Annual Reports and Financial Statements
30,2022

I
For the vear ended June

REPORT OF THE CHIEF EXECUTTVE OFFTCER (Continued)

*::,'ir:rT#:[::11:1T was exceeded,,,u",l..:_::l.r:l_4_s9 
ha was proughed, harrowed and rur"*-., iooirrr.;:;fffiL'rffi:Xt:tainst a tarset or400 ha. r"iiril",. suppry ror prr",,ru *a-i:o*0".1;ffI;",During the year' a rot or 

"nort 
*rr 

"*r"ri"o to engage farmers and other ithe companv and industry chr[."g";;;;'i;ili,Y,; ndustry stakehorders to appraise them (

iii) Factory Operations

CORPORAIE SOCIAT RESPONSIB|[rrY

The factory mi'ed a totar of 276,003 tons of cane in the year under revierorthese z4s'78s ron'-:ri,r:."**.;";;i" *,," r;;; ;;;;.*Ti:.irtiltli,." f#il*.lj::#11o,rrom the Nucreus Estate. rn,r," dr.ri"ri'vl lirro,orr,;r;;;;;;;il"o..r" 
rro, rrrlr"_rr-*iu",o,r* tons cam,

rrom the Nucreus Estate. The amor;;;;;j;;;.r"., ro...i";ilr;;; xsns. r,osi ii,,i""jio;rrons 1,334 mi*on).The cane supplied was milled at a conversion ratio of 16.14 (2021_l4.7sl17'1s0 tons orsugar compared to zz,eee tons;ffi:J";1fr!{i1. il;lil 
tonnes or cane to 1 ton or susar to produceto the previou';;;.-; u"tt., p"io.rii;;;:',"#':;iJ".r.i:irJi:i.iJur,,r.lm: 

r*,::#ri#ril,:became more frequent i^ tt 
" 
ir,iJ.-njil;nllr*ers reading l" i"* ,io.aro,o. ,ii-u ., j,;;:"a 

susar recovery.A total of 978 tonnes 
:l:'q:t representin8 5% of sugar produced was branded. sugar quarity remained hrgh as the

companv complied with the Kenyi rri".r'"?ifirarrai rrisii*q;;;;, ro, st.n-#rli.liilr#;* ror.brown sugar.iv) Sales and Commerciat Activities

Th.e Company sold a total of 17,246 tonnes of su

ffi'"'"fl&i"?1:'#'il^-1la ,"r.ii", *;;"'1u,il'-S:#;',:?i,1['r',.Hi;,"j:J.-ift.j,1?l,rr,jl1.i.H::!:,ffi

gi,xnlg,;"::;i1ff::d.:;i#fi,ff;:ilj*:;:,:,"i?[.1[:*tfi:ul:::i:x1,.J,fl"::.ii

Most companies have lnr
towards ir+orr" lr"";:Tir:fi:l*,il::";lsro.r better margins and key supermarkets have rorowed by shiftedcomoetitorsbasicarryiueto.rowinveitm#i,il,i,,T:."h:1",.r"#illi{f,ilij:,Afi}?t,,,".ffi::#
rncrease availability of branded packs in ti" 

'"rt", ""a 
r".r." ,onlJ;#;;r." in rocal supermarkets going forward.qUAUTY MANAGEMENT

Chemelil Sugar Company Limited has maintainrdepartmentior ,rr" i"rirnr]";;r'1j;.f|}tiff' an efrective Quarity 
I_r1".r"T"1, system (eMs; a6,or, .,,*l.rio"i",,;;::""",T:11';r]li',iff[gJ[j#:3:inlhl,"t;g intended to improve and sustain the

Durlng the year under ti'11*:. the company continued to pray its role as a resFonsibre corporate citizen with key focus:I""i,::"H;li;5ff{r*fit::t**1ffi:;il'"",:*#[:*;3r,y.1ii;;";;,.:,, and secondary

ll:.::t:XT;,ffi:i;I*','ff lf jf*:ry[:::-^.sa,xcsiaiffi il.l,::"ff |f [,;THil:],TJ:,:,[,#ncounty, 
.: 

-'"'srrur tnesameyearwasrankedthebest,"rr,,"a.".rjr"rrn,*n,rinKisumu
The company operates tr::lth centre that supporT staff and the rocar .o_TTu:,r, through provision of health care
services' preventive hearth. campaignr, 

"ar.itiil'.r,a.so"enina ,*,ir"r. o'rrire tt 
" *;;il;;ri"*, tt 

" 
company

commissioned water supplv .o in" 
'r*,1"'.rr"itv from .i"iJii"ri.ri"-,i.,y,r1or., il;;fi;;"iiore water suppry

xii
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Chemelil Sugar ComPanY Limited

Anfrual Reports and Financial Statementst For the ended lune30,2022

REPORT OF THE CHIEF EXECUTIVE OFFICER (Continued)

The Company maintains a tree nursery which supplies tree seedlings for planting in the non-caneable parts of the

Company's expansive nucleus estate as well as for supply to farmers and the community in pursuit of 10% government

tree cover policy. Tree seedling s were supplied during the year under review-

'' "'' Trina=-Ar,r' ixF rtit r lt0EstM E Mr

The Company's HR strategy remains focused on building a strong unified team with excellent skills and the resilience

necessary to return the Company to prosperity. We believe that our people are the lifeline of the Company's business

and that strategic inyestment in the people enables us attract and retain a highly skilled workforce. The Company's

commitment to continuous training and development remains strong desPite prevailing financial constraints'

The generally harmonious relationship between management and Union suffered some tension in December 2021 after

the Union cailed for a strike to demand some unpaid salary arrears. This was resolved through consultations and

negotiations. Normalcy resurned in January 2022. With the CBA negotiated for 2017-19 having expired, new CBA

negotiations are expected anytime, the delay has mainly been due to the obtaining industry business challenges'

UTIGATION, DISPUTE RESOTUTION AND COMPTIANCE

During the year, the Company continued to be vigilant to maintain compliance with laws legislated and government

policy-directives issued at both national and counry levels. The internal legal compliance environment has continuously

been Lvaluated in order to mitigate against any legal exposure in a timely manner.

The Company will continue to explore options available to ensure that operational disputes are minimised and that

alternative dispute resolution mechanisms are embraced as a way of resolving most of the current and future litigations

-. . - while.ensuring that the interests of all parties and stakeholders are fairly taken into account.

INFORMATION AND COMMUNICATION TECHNOTOGY

, The Company completed the upgrade of its Sun System to version 6.4 during the first quarter of the financial year' This

came with improvcment of existing modules and introduction of new ones including purchasing module, inventory

module, sales module and fixed assets module and involved significant computerization/automation of erstwhile

manual processes.

During the rest of the financial year, the emphasis has been on process improvements and benefits realization by

building user capacity and driving utilization of the lCTs in order to realise and sustain competitive advantage' The

progress is good and better efficiency in information management is expected going forward'

APPRECIATION

On behalf of Management and staff, I wish to express my gratitude to all our stakeholders for their valued support over

the period. Xey among them are cane farmers who have stood with us during these difficult times and have now

,"J"rlua their efforts in cane farming. I also wish to thank our sugar customers, materials suppliers and service

providers, the sugar Directorate and Ministry of Agriculture, Livestock and cooperatives for their continued support' lt is

expected that the Board of Directors will be reconstituted soon so that the Company continues to benefit from their

valued guidance and oversight during the coming financial years. Finally, I thank the management and staff for their

hard work and continued commitment to the Company'

ElAltr^^\
. GABRIEI NYANGWESO \
@
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance is a key element contrlbuting to Chemelil Sugar Company Limited Business success and

sustenance. To this end, the company has implemented the Mwongozo Code of Governance as the Corporate

Governance blue print for State Corporations.

The Board of Directors

Chemelil Sugar Company's Board of Directors provide strategic direction to the Company through oversight, review and

guidance as well as setting the strategic and policy direction for the realization of the overall Company's strategic

objectives.

The Board is normally comprised of independent, non-executive Directors, including the Chairman. The Directors are

given appropriate and timely information so that they can maintain full and effective control over all strategic, financial,

operational and compliance issues of the Company. All the non-executive Directors on the Board are independent of

management and free from any business or other relationship which could materially compromise the exercise of their

independence.

The Board offers oversight and review matters related to their duties including the Company's strategy, flnancial

performance, corporate governance, ensuring sound maintenance of internal control systems and risk management.

Eoard Meetings

The Board of Directors meet quarterly in accordance with Board schedules as stipulated in the Mwongozo Code of

Governance, in order to monitor the Company's planned strategy and review of the financial performance. Specific

reviews of management performance, operational lssues and future planning are also undertaken. The Board has a

calendar for meetings and matters reserved for it. The directors receive appropriate and timely reports to facilitate

informed deliberations and decision making.

Board Commlttees

The Board has three standing committees with speclfic delegated authorlties and terms of reference. These are Audit

Committee, Finance and Human Resource Committee and Strategy and Technical Committee. The Board committees

meet at least once on quarterly basis. The respective committee Chairpersons present their reports to the full Board at

the quarterly meetings. The details of these committees and their membership before the revocation of the Directors'

appointment were as highlighted below; -

1. Audit Commlttee

Members

Mr. Jacob Mananda
Mr. Kennedy Odhiambo
Ms. Jacqueline Kiio
Mr. Gabriel Nyangweso

Chairman

Managlng Director (Ag)

Role and Functlons

The committee meets quarterly or as maybe necessary. lts responsibilities include; the review of interim and full

year financial statements so as to ensure compliance with accounting standards and other disclosure requirements;

the maintenance of the Company's system of accounting and internal controls; liaison with the external auditors of

the Company and putting into effect their recommendations. The external auditors, internal auditors and the

Company management may be called to attend any meetings of the Committee to clarlfy any issue as required by

the Committee.
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CORPORATE GOVERNANCE STATEMENT (Continuedl

2. Human Resource and Finance Committee

Members

Ms. Christine Atieno
Mr. Kennedy Odhiambo

Mr. David Osiany

Mr. Mohammed Bulle

Mr. Gabriel Nyangweso

Chairman

Managing Director (Ag)

Role and Functbn

The Human Resources and Finance committee meets quarterly and is mandated to review financial performance

and human resource policies of the company on a regular basis. lt also makes suitable recommendations to the

Board on executive management appointments among other issues'

3. Strategy and Tcchnlcal Committee

Memberc

Mr. David Osiany Chairman

Mr. Richard Aiyabei
Ms. Christine Atieno
Ms. Jacqueline Klio

Mr. Jacob Mananda
Mr. Gabriel Nyangweso Managing Director (Ag)

Role and function

The committae meets on need basis to revlew the operational and strategic issues such as cost management,

diversiflcation and information technology needs of the company and make recommendations to the Board on

sgitable long.term strategies for the company.

The Board appoints other committees as and when required. During the year under review no Board or Board

Committee meetings were held.

Communlcatlon with Shareholders

The Company is committed to ensuring that shareholders and stakeholders are provided with full and timelY

information about its performance. This is usually done through the distribution of the Company's Quarterly and

Annual Reports to the National Treasury, Parliament and Parent Ministry on quarterly and yearly basis' ln this regard,

the Company complies with lts obligations on good corporate Sovernance practices as contained in Mwongozo Code of

Corporate Govemance.

Board Evaluation and Performance

The Board conducts an annual evaluation to assess its effectiveness in discharging its mandate' The process entails self-

evaluation for each director, evaluation of the chairman of the Board on the overall Board interactions and condust of

business and thc Chlef Executive officer. This is facilitated by State Corporations Advisory committee (scAc)'

Conflict of lntercst

All Directors arc required to inform the Board of any conflicts or potential conflict of interest theY may have ln relation

to particular itcms of the business, in which case they are required to absent themsetves from the deliberations and

decislons on those mafters, unless resolved that they remain'

xv



fl
Chemelil Sugar Company Limited

Annual Reports and Financial Statements T
For the vear ended June 30,2022

CORPORATE GOVERNANCE STATEMENT (Continued)

Mwongozo Code of Governance

The Company has implemented the Mwongozo Code of Governance for State Corporations which was issueC by the
Presidenry. The Company has re-aligned its Code of Conduct to the Leadership and lntegrity Act 2012. All the Directors,
management and employees are required to uphold.

Risk Management Report
Section 3.2 (a) of the Mwongozo code of conduct requires that the Board ensure the development of a policy on Risk
Management. ln compliance therefore, the Company is developing the Enterprise Risk Management Framework and the
Risk Register.

Management is accountable to the Company for designing, implementing and monitoring the process of risk
management and integrating lt into the day to-day activities whlle the Board will be responsible for the adoption or
upgrading of the risk management plan. Risk management is the primary responsibility of line management.

xvl



{ii
(r

i

l

iil

I
l'

l

I

I

\r
L

l

i.

r'
:

i

l_r

1

l
i.*.l

I

i"-,
I

i.i

\
l

l

I

'Uriiltaiil*

Annuat f,eports Financial Statements
For the June 2022

AND ANALYSIS

Operltlonal flnanclal Performance

rhe Cbmpany

had run for 8
a net loss before tax of Kshs. 695 mlllion basically because of inefficiencies of the factory whlch

rs wlthout any maJor maintenance. This was a worse performance cornpared to the prevlous year ln

whlch the posted a restated net loss of Kshs.551 mllllon. The lneffldent condltlon of the factory was the main

ffnanc,lal performance during the year 202il2}22 as low volumes were produced and sold durlngcause of the
the glmonths mllllng.

Alth(ugh generally avallable for most of the year 202112022 because the long ralns of the years 2019 and

202O had su cane growth, the Company did not take advantage of this because the factory.was not alweYs

available
attainlng

to the cane. The frequent stoppages created a negatlve effest on factory operatlng efficiency thus

converslon ratio of 16.14 (2020-14.75) tons of cane per ton of sugar, Secondly, unllke the previous year,

out of milling operations for 3 months of the ffnanclal year.the ftctory
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Other operations were atso adversely affected by constrained cashflows. ,Although the Company's reputation of
accurate cane weighment was maintained, it could not sustain consistent weekly payments to keep the credit period

below 2-3 weeks and some farmers could not continue preferring Chemelil Sugar as the destination for their cane. The

was only able to pay up to 50% of employees' net salaries during the year. ln the 2nd quarter, industrial tension
precipitated from demands by the union for full pay and arrears. Eventually, cane supply declined and it became more

difficult to continue honouring negotiated supply and payment schedules with most key suppliers using the little
revenues generated from the relatively inefficient milling.

Given that the government had allocated some funds to the Company for maintenance, Management reached a

consultative decision to shut down the factory in April 2022 and undertake maintenance before resumption. The 4th
quarter was therefore spent on out of crop maintenance.

Key Projects or lnvestments Decisions

One of the key projects during the year was "the factory out of crop malntenance" funded by the government of Kenya

to the tune of Kshs 220 million. This maintenance which was in progress as the year ended on 30s June 2022 addressed
mainly the challenges at the mills and boilers arears of the factory although there were critical repairs touching other
key areas as well. A similar level of maintenance had been undertaken 6 years before in 2016.

The sun system upgrade project in which the Company upgraded its main financial accounting system from sun system

version 4.25 to version 5.4 was completed during quarter 1 of the financial year. The other project during the year was

refurbishment of school buildings at the Chemelll Sugar Academy including masonry repairs, wall painting, electrical

fittings and plumbing system repairs. This project was necessary as a facelift to the school.

Compllance with Statutory Requirements

As an ISO certified Company, compliance with statutory and regulatory requirements form part of our routine concerns

for which regular management vigilance applies. These include but not limited to annual manufacturing license,

business licenses, occupational safety requirements, environmental compliance and statutory taxes. ln exceptional

circumstances where the Company falls behind in statutory payments, the Company engages actively with the relevant

authority with the aim of establishing the most effective remedial arrangement that is acceptable within the regulator's

legal provisions.

MANAGEMENT DISCUSSION AND AITALYSIS (Continued)

The existing statutory obligations in which payments have fullen in arrears lnclude the following:

No tnstltutlon/Description
Principal Amount

in Arrears
(Kshs.Ml

Comment

1. Kenya Revenue Authority (Tax arrears)
2. National social security fund
3. National hospital insurance fund
4. CSCL Staff Pension Scheme (Contributions)

5. Kisumu and Nandi Countv Govts (Cess)

Settling at Kshs.20m monthly
Settling at Kshs.0.8m monthly
Settling at Kshs 0.8m monthly
Suspended deductions temporarily
Engagement ongoing

2,332
13

27
131
54

Total
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Major Risk facing the Company

The major risks facing the Company are tabulated in the table below:

CORPORATE SOCIAT RESPONSIBILITY STATEMENT/SUSTAINABIUTY REPORTING

The Company appreciates the importance of the community and the environment within which it operates and

recognises that by managing and improving the social, environmental and economic impacts of its day-today

operations, there is opportunity to increase public confidence and satisfaction, reduce/prevent neBative impacts on the

environment. Accordingly, the Company takes deliberate measures to serve the community and uplift thelr standard of

living. The buslness model strives to ensure that the return on investment is shared with stakeholders to the possible

extent.

ln the 2O2L/2022 financial year, the Company undertook various Corporate Social Responsibility (CSR) programs bY

offering the following:
. Sponsorshipofschools
r Hosting and making donations to schools, orphanages and churches.

. Supporting community proJects

. Donatton of tree seedlings for environmental conservation

No Risk Likelihood lmpact Risk Risk Response

rating

1. Sugarcane shortage

2. Factory breakdown
3. Solvency/dctrimentalcreditoractions

4. lndustrialinstability

5. Adverse market price fluctuation

5

4
5

4

2

5

5

3

3

5

25

20

15

t2

10

Timely cane payrnent;

Cane development ln Company farm
Strateglc on-the-ru n maintenance

Strategic engagements;
Settlement schedules
Regular consultations;
JIC Arbitration
Weekly surveys ?!C Iqylg\r/s
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Health
The health of the community and farmers within chemelil sugar zone ls a matter of crucial importance to cscL. Thecompany has engaged staff and the community in a number of activities that will work towards a healthy population.The company has nurtured a working partnership with local NGos, cBos and staff to help the community cope withhealth-related challenges.

As part of its corporate soclal Responsibility program, the company operates a Health centre that provides health careservices, preventive health campaigns and health education and icreening facillties to employees and the localcommunity' The health facility extends its services to the surrounding community through provision of health servicessuch as:-

o Comprehensive Care Centre (CCC)
. Voluntary Male Circumcision (VMC)
o Maternal Child Health Care (MCH)
r Family planning (Fp)
r Consultation
o Referral
r Nursing care
. Laboratory Diagnosis
. Drug dispenslng
r Prevention and Management of HIV/AIDS

Education
Education continues to be a vital component of the lifeline of the community in which cscL operates. The company hasan elaborate school education programme with an annual budget of approximately Kshs.7o million.
The company runs two schools (chemelil sugar Academy and chemelil sugar primary school) and hosts two other publicprimary schools (Factory primary School and Chemelil B1 primary School).

Water and sanltation

The company supplies clean water for domestic use to the housing estates where its staff and other tenants live. Lifewould be unbearable in the living quarters if there was no reliable water suppty. Basically, the company harvestsunderground water by use of boreholes which is pumped to overhead tanks for distribution to the estate.
During the year under review, the comPany commissioned water supply to the community from a solar poweredborehole water supply system installed at chemelil Academy. This was .n oppo.trnity to impact on the society through

t
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REPORT OI THE

their report together with the audlted financial statements for the year ended June 3O 2022 which

Company's affairs.

Prlndpal aptlvltles

The prlndpal of the company continue to be manufacturing and marketlng of sugar and co-products from
ment of sugar@ne plantatlons.sugarcaneland

Results

The resulB of the for the year ended June 30, 2O2t are set out on page 1. Below ls summary of the profit or loss

made durlng the

m22
Kshs

Restated
202t
lGhs

loss
Tax

Loss for year

tax (694894,756) (551,932,155)

(694,894,756) (551,932,155)

Dlvldends

The diredtors do

Dlr€ctort

The members of

Independent

The Au{ltor
Constltrltlod of

By ordir ofthe

o3

recommend the declaration of a dlvldend for the year 2O2Z (2O2L Shs-Nll).

Board of Directors who served during the year are shown on page 1.

is responslble for the statutory audit of the Company ln accordance with Artide 229 of the
and the Publlc Audit Act 2015.

xxt



tr
d.Chemelil Sugar Company Limited

Annual Reports and Financial Statements
I

For the year ended June 30,2022

STATEM ENT OF DTRECTORS' RESPONSIBILITIES

The Companies Act (Cap. 485), Section 81 of the Public Finance Management Act,2O!2 and (section 14 of the State
Corporations Act require the directors to prepare financial statements which give a true and fair view of the state of
affairs of the company as at the end of the financial year and of the operating results for that year. lt also requires the
directors to ensure the Company maintains proper accounting records which disclose, with reasonable accuracy, the
financial position of the company. They are also responsible for safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the Company's financial statements, which give a
true and fair view of the state of affairs of the Company for and as at the end of the financial year ended on June 30,
2021. Thls responslbility includes: (i) maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity; (iii) designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that they are free
from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Company; (v) selecting
and applying appropriate accounting policies; and (vi) maklng accounting estimates that are reasonable in the
circumstances.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, consistent wlth previous years and
in conformity with lnternational Financial Reporting Standards and the requirements of the Kenyan Companies Act (63p
486). The directors are of the opinion that the financial statements give a true and fair view ofthe state ofthe financial
affairs of the company and of its operating results for the year then ended. The directors further confirm the accuracy
and completeness of the accounting records maintained by the company which have been relied upon in the preparation
of the financial statements, as well as on the adequacy of the system of internal controls.

The Directors accept responsibility for the Company's annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity with
lnternational Financial Reporting Standards (IFRS), and in the manner required by the Kenyan Companies Act (Cap 4g6),
the PFM Act, 2012 and the State Corporatlons Act. The Directors are of the opinion that the Company's annual financial
statements glve a true and fair view of the Company's transactions during the financial year ended June 3O 2021, and of
the Company's financial position as at that date. The Directors further confirm the completeness of the accounting
records malntained for the Company, which have been relied upon in the preparation of the Company's annual financial
statements as well as the adequacy ofthe systems of internal financial control.

Nothing has come to the attention of the directors to indicate that the Company will not remain a going concern for at
least the next twelve months from the date of thls statement.

s8 I 0 I3Approved bythe board ofdirectors oR ....... 2023 and signed on its behalf by:

CHAIRMAN

I^-kl^^,(.......:.......,..................,f, .............
MANAGING DIRECT\R
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAt

Enhancing A c countability

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT
FOR THE

F THE AUDITOR-GENERAL ON CHEMELIL SUGAR COMPANY LIMITED
ENDED 30 JUNE, 2022

PREAMB

ldraw r attention to the contents of my report which is in three parts:

on the Financial Statements that considers whether the financial statementsA. Repo
are presented in accordance with the applicable financial reporting framework,
accou ng standards and the relevant laws and regulations that have a direct effect
on

co

financial statements

ce with applicable laws, regulations, policies, gazette notices, circulars,
B. Repo on Lavyfulness and Effectiveness in use of public resources which considers

guid nes and manuals and whether public resources are applied in a prudent,
economic, transparent and accountable manner to ensure Government
value for money and that such funds are applied for the intended purpose.

Repoft on Effectiveness of lnternal Controls, Risk Management and Governance
whicfi considers how the entity has instituted checks and balances to guide internal
oper{tions. This responds to the effectiveness of the governance structure, the risk
man{gement environment and the internal controls, developed and implemented by
thosd charged with governance for orderly, efficient and effective operations of the
e

An un ified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and

systems are properly designed and were working effectively in the financial

C

ach

year un

The th

er review

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

REPORT ON THE FINANCIAL STATEMENTS

Adverde Opinion

I have laudited the accompanying financial statements of Chemelil Sugar Company
Limitedjset out on pages 1 to 53, which comprise the statement of financial position as at
30 Junb 2022, and the statement of comprehensive income, statement of changes in
equity, .statement of cash flows and statement of comparison of budget and actual

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022



amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Articie 22g of lhe
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Chemelil Sugar Company Limited as at June gO, 2022, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and do not comply with the Public Finance
ManagementAct, 2012 and the Companies Act, 2015.

Basis for Adverse Opinion

1.0 Lack of Trial Balance

The Company did not present a trial balance for audit for the year under review. lt is
therefore not clear, and Management did not explain how and where the financial
statements presented for audit were extracted from.

In the circumstances, the accuracy and validity of the financial statements could not be
confirmed.

2.0 Understated Revenue from Sale of Sugar
The statement of comprehensive income reflects revenue balance of Kshs.1,4T2,B1T,72g
which, as disclosed in Note 6 to the financial statements, includes net sales of sugar net
of Value Added Tax (VAT) amount of Kshs.1 ,431,768,203. Review of records revealed
that the Company sold 17,223,930 kilograms of sugar during the year, which translates
to a sales price per kilogram before VAT of Kshs.83.13. However, if was noted that during
the year under review, the sugar prices net of VAT averaged Kshs.g8.06 per kilografi
which exceeds Kshs.83.13 by Kshs. 14,93. Therefore, the amount of Kshs .1 ,-431 ,76d,2O3
is understated by an unexplained amount of Kshs.257,153,2lS.

ln the circumstances, the accuracy of the
Kshs. 1,431,768,203 could not be confirmed.

3.0 Unsupported Cost of Sales Amount

net sales of sugar amount of

The statement of comprehensive income reflects cost of sales amount of
Kshs.1,958,695,060 which, as disclosed in Note 7 to the financial statements, includes
an amount of Kshs.1 ,065,000,234, being the cost of cane milled from the out growers and
an amount of Kshs.59,096,467 from the nucleus farm. However, the following audit issues
were noted:

i. The total volume of cane delivered from out growers to the factory was 246,624.1
tonnes, out of which, 245,785 tonnes were milled, resulting to a loss of cane
amounting to 839.1 tonnes that could not be accounted for. ln addition, records
indicated that cane weighing 30,229.4 tonnes was delivered from the nucleus farm to
the Company during the year and cane with a weight of 30,218 tonnes was milled,
which implies a loss of 11.4 tonnes from the nucleus farm. No explanation was
provided for the variance in the tonnage of cane delivered and cane miiled.

Company

l,'E

Report of the Auditor-General on Chemelil Sugar
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ii. Management indicated that for every twelve (12) tonnes of cane delivered, the

company produces one (1) tonne of sugar. The industry standard according to the
Sugar Directorate of the Agriculture and Food Authority (AFA), is one milled tonne of
sugar for ten (10) tonnes of cane. However, during the year, the company received
276,853.14 tonnes of cane and produced 17,155.54 tonnes of sugar and 11,905.95
tonnes of molasses, implying that it used more than sixteen (16) tonnes of cane for
one (1) tonne of milled sugar. Based on the company's assertion on the number of
tonnes of sugar produced from the cane, the company should have produced 23,071 .1

tonnes of sugar from the cane received. The variance of 5,915.16 tonnes between the
amount of sugar produced and what was expected was not explained.

iii. Sugar cane weighing 246,624.10 tonnes was delivered to the company from the out
growers during the year. The total cost incurred on the cane amounted to
Kshs.1,065,000,234. However, Management did not provide details of the cost per
kilogram paid to the out growers. As a result, it was not possible to confirm the
accuracy of the expenditure incurred in the acquisition of cane from the out growers.

ln the circumstances, the accuracy of the cost of sales amount of Kshs.1,958,695,060
could not be confirmed.

4.0 Grants from the National Government

The statement of comprehensive income reflects grants from National Government
amount of Kshs.182,017,971 which was to be used in settling farmers whose payments
were in arrears. However, the criteria and basis for identification of the farmers with
arrears and suppliers invited to submit quotations could not be established. Further,
liabilities defrayed by the Company could not be identified in the financial records and the
Management did not provided explanations on the same.

Further, records from the Sugar Directorate provided for audit reflected a total of
Kshs.181 ,513,629 as having been released to pay farmers and suppliers, resulting to an
unexplained variance of Kshs.495,658.

ln the circumstances, the accuracy and use of the grant of Kshs.182,017,971 could not
be confirmed.

5.0 lnaccuracies in the Financial Statements

Review of the financial statements revealed the following inaccuracies:

5.1 Unexplained Variances in Statement of Comprehensive lncome

The statement of comprehensive income, and as disclosed in the supporting notes to the
financial statements, reflects balances which differ with corresponding balances shown
in the supporting ledger, resulting to unexplained or unreconciled variances as tabulated
below:

Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

Cost of Sales:
Cost of Cane Milled: Nucleus 59,096,467 59,062,868 33,599

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 2022
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Further, Notes 7 and 13 to the financial statements reflect manufacturing andadministrative staff costs of Kshs.297,865,976 and Kshs.216,15g,4g6, while the
:yppolilg ledgers show corresponding balances of Kshs.297,021,530 andKshs.215,704,915_respectively, resuliing to-a combined variance of Kshs.1,2gg,O1T.lnaddition, Note 13(b) to the financial statements reflects staff costs amount ofKshs'648,869,235 against departments' staff cost totalling to Kshs .agz,ilg,159, resultingan unreconciled variance of Kshs.16,459,075.

5.2 unexplained variances in statement of Financial position
The statement of financial position, and as disclosed in Notes z3(a)and 34 to the financialstatements' reflects balances which differ with corresponding balances shown in thesupporting ledger, resulting to unexplained or unreconciled variances as tabulated below:

Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount

Kshs.
Variance

(Kshs.)
Trade and Other
Receivables:

sits and Pre 20 983 970 19 10 651 1,573,319Staff Receivab les 24,213,631 23 59 559 754,072Trade nda Othe r P ables:
Trade ables - Cane 492,391,252 479,939,761 13,451,491Trade Pa es - Creditors 320,451,174 314 317 650 6,133,524Accrued ses - Pa _J215,491,399 1 241 528 797 047 409Accrued E enses - Staff 5,164,937 5,505 ,983 (341,046)

Chemelil Sugar Company

Item Kshs.

Financial
Statement

Amount
Kshs.

Ledger
Amount

riculture Overheads 40 704 600 40 963 727

Variance
Kshs.

127Re airs and Maintenance 228 939 386 224 750 622 4 188 764Other Facto Overheads 911 323 976 123 64 800
NatioG ra fronts m Ina oveG rnment

rreRecu nt Gra Rents dceive 182 017 971 181 586 642 431 329Administrative Ex ES
Medical Service S 7 966 406 I 610 384 643 978Staff Trainin NSES 375 727 740 917 365 190Bank Ch es and Commissions 1 965 742 191 943 22 323Re airs and Maintenance 6 480 364 6 584 023 103
Statione Print and P tn 6 155 052 o 191 343 36 291Travell and Subsistence 4 009 650 4 005 730 3 920Bad and Doubtful Debts 4 137 012 4 292 165 1531

CNSCSOther Administrative 5 781 904 5 781 904Marketin
andling and DistributionProduct H

Costs
4,951,640 5,062,972 (211,332)
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Item

Financial
Statement

Amount
(Kshs.)

Ledger
Amount
(Kshs.)

Variance
(Kshs.)

Other Pavables 136,089,651 138.529.988 Q,440,337\
VAT Pavable 1,000,468,324 1.001,755,536 fi.287 ,212\
WHT Pavable 10,827,023 33.370.260 Q2,543,237)
ML Pavable 1.621.322 3,213.146 (1,591 ,824\

5.3 lnaccuracy in Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects budget amount of
Kshs.3,386,021,000, while recasting revealed an amount of Kshs.3,921,056,152,
resulting to an unexplained variance of Kshs.535,035,152.

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

6.0 Non-revaluation of Fully Depreciated Assets

The statement of financial position reflects property, plant and equipment balance (net
book value) of Kshs.5,056,793,211. Review of the fixed asset register revealed assets
with historical costs totalling to Kshs.78,859,791 which had been fully depreciated.
However, it was noted that the assets were still in use and ought to have been subjected
to a revaluation in line with IAS 16.31.

ln the circumstances, the accuracy of property, plant and equipment balance of
Kshs.5,056,793,211 could not be confirmed.

7.0 Undisclosed lntangible Assets

The statement of cash flows reflects nil balance in respect of purchase of intangible assets
However, information provided for audit revealed that Kshs.6,621,650 was paid to two
firms for maintenance of the Sun-System and Payroll System respectively. The Sun-
System (Financial Module), A Plus lntegrated system (Payroll) and Weighbridge System
were being used by the Company in the running of its operations. However, the
expenditure was not expensed in the financial statements. Further, the software's
acquisition or contract documents were not provided for audit.

ln the circumstances, the accuracy of the nil intangible assets amount could not be
confirmed.

8.0 lnaccuracies in the lnventories

The statement of financial position reflects inventories balance of Kshs.248,346,056
which, as disclosed in Note 22 to the financial statements, comprises gross amount of
Kshs.309,955,052, less impairment amount of Kshs.61,636,216. However, the
Kshs.309,955,052 includes field and factory stores balance of Kshs.291,410,910, while
the supporting ledger shows a corresponding balance of Kshs.303,207,817, resulting to
an unexplained variance of Kshs.11,796,907. Further, review of manual stock sheets for
field and factory stores on 28 June, 2022 against recorded amounts revealed a total net
variance of Kshs.S, 182,377 in respect of ledgers 138 and 148, which was not reconciled

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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ln the circumstances, the accuracy of inventories balance of Kshs. 24g,346,056 disclosedin the statement of financial position could not be confirmed.
9.0 Trade and Other Receivabtes
The statement o-f financial position reflects trade and other receivables balance ofKshs'249,545,905 which, as disclosed in Note 23(a) to the iinanciat statements,comprises gross amount of Kshs.761,523,494, less provision for impairment amount ofKshs.51 1,927,s89. However, the foilowing audit issues were noted:
9.1 Long Outstanding Receivables
The gross amount of Kshs.761 ,523,4g4 includes receivables amounting toKshs'672,635,676 (or 88%) which were more than 120 days old, casting doubt on theeffectiveness of debt management in the company. No evidence in form of demandnotes/letters were provided to indicate measures taften to recover the debts due to thecompany. Further, provision for impairment amount of Kshs.5 11,g77,5gg was not backedby any rate or poricy. t t 

'e ' ' 'vev vvaD I rL,r uauKee

9.2 Unsupported Outstanding lmprests Batance
The gross amount of Kshs.761,523,494 also includes staff receivables balance ofKshs'24,213,631 which further include.s outstandinj'imprests amount of Kshs.2, 4gs,s23whose supporting documents were not provided foiaudit, and whose recoverability couldtherefore not be ascertained.

ln the circumstangg:'-tf9 accuracy and completeness of the trade and other receivablesbalance of Kshs.249,545,905 could not be confirmed.
10.0 Bank and Cash Balances

The statement of financial position reflects bank and cash balances amount ofKshs'41,681,834 as disclosed in Note 26 to the financial statementr. rJo*"ver, review ofrecords related to the balance revealed the following anomalies:
10'1 Variance Between Financial Statements and Bank Reconciliation
The balance of Kshs.41,681,834 includes balances which differ with the reconciled cashbook balances as shown below:

Item

Reconciliation
Statement

Balance
Kshs.

Financial
Statement

Balance Variance
Kshs.

Account 1
KCB Bank Kisumu Pro 85 939 86 911Kisumu ChemelilKCB Bank
Aca Nc 24,857,679 (24,957,6791

C VEerati kBan sumKi u Ma Nctn 4 083 572 4 532 107 104Co Brative na Kisk muu IthHea Nc 12 386 31 736 19Bank Kisumu -PTA 2 104 111 1112 1

ompany Limitedfor the
6
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10.2 Unsupported Bank Balances

The amount of Kshs.41,394,984 includes balances held in KCB Bank Kisumu Project
Account 2 and KCB Bank Kisumu Project Account 1 of Kshs.5,941 ,590 and Kshs.286,850
(overdraft) respectively, whose bank certificates were not provided for audit. Further, the
disclosure of a negative balance of Kshs.286,850 is contrary to Paragraph 32 of !FRS 1,

which states that an entity shall not offset assets and liabilities or income and expenses,
unless required or permitted by an IFRS.

10.3 Bank Reconciliation Statements

10.3.1 Payments in Cash Book not in the Bank Statements

The supporting bank reconciliation statements as at 30 June, 2022 included unpresented
cheques amounting to Kshs.16/67,224. However, bank statements showing when the
unpresented cheques were cleared were not provided for audit.

10.3.2 Receipts in Bank Statements not in the Cash Book

The bank reconciliation statements also reflect receipts in bank statement not yet
recorded in the cash book of Kshs.4,999,667, some dating back to the year 2019. The
nature of these receipts and reasons for not posting them in the cash book was not
provided for audit.

10.3.3 Receipts in Cash Book not in the Bank Statements

Further, the bank reconciliation statements contain unexplained transactions without
details, totalling to Kshs.40,748,968 reflected as receipts in cashbook not in bank
statement and whose details such as source of the receipts and the date cleared in the
bank statement were not provide for audit.

10.3.4 Payments in Bank Statements not in Cash Book

The bank reconciliation statements reflects payments of Kshs.2,501,148 in bank
statements not in cash book, relating to outward payments, whose nature was not
disclosed.

10.4 Cash Count Report

The bank and cash balances amount of Kshs.41,681,834 includes cash in hand balance
of Kshs.737,608. However, examination of cash count report as at 30 June, 2022
revealed a balance of Kshs.750,002 as tabulated below, resulting to an unexplained
variance of Kshs. 12,392:

Cash ltem
Amount
(Kshs.)

Cash on Hand 322,720
Unreimbursed Paid Vouchers 597,142
Cash from Receipts (84,750)

Reimbursed and not Paid (45.940)

Cash Surplus (39,172)

Total 750,000.00

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year
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11.0 Taxation Matters

The statement of financiat position reflects tax recoverable amount of Kshs.14,60g,376which' according documents reviewed, relaies-to instatm";|1;;, iritnnotoing tax ,ninterest income and advance tax on commercial vehicres paid. However, no deferred rxis disclosed in the financial statements despite n"ract tnat'tn..ornprnv nro been makinglosses for some years now. Furth"f, t!? d;rp*y iio not maintain a record of its ! Tinput taxes, and only reflects the output VAT. ' 
.' -

ln the circumstances, the accuracy and completeness of the tax recoverable amoun. lfKshs.14,O0B,3Z6 could not be coniirmed.

12.0 Borrowings

The statement of financial position reflects borrowings balance of Kshs.3,669,131,0 7under non-current liabilities, which, as disclosed in Not" at to in" rirrncial statements,comprises principal amount of Kshs-2,626,916,g72'and interest or xsr,s. 1,042,214,1!Examination of documents revealed that the; were loans advanced from t lcommodities Fund under the sugar Developm"niluno which *"r"-tong overdue, andno repayments were made during the year under review.
The principal amount of Kshs '2,626,916,872 included an unsecured non-current loanrefundable with no interest of Kshs.4o,0oo,oob, received through the Agricultur IDevelopment corporation and the commodities Fund in May, 2017. Review idocuments provided for audit reveared.tn{tletoriprnv predged to pay Kshs.6,000,oooper month and clear the debt by April, 2019. nltnSugr, the corporations had sent odemand letters for repayment of-this 

"rorni o*"J, in". Management has not providrany evidence of servicing the loan which nm 
"ont.iuied to 

"n 
In.r""re in the long{ermliabilities.

,t":xli:,$fiyilfl!fiI;Bfgg#lfior,o" roan asreements ror the rorrowins outstandins

Amount
hs.

148 19,907
64,695 295

030,562
157,193,541
147,169,767
271,224,602

25,961 111

900,593,795
ln add
all the

ition' the balance of Kshs.3,669,1 g1,027 is ctassified as a non-current liability, whileamounts are due and payable.

Sugar Company

Details
Principal

Kshs.
lnterest Accrued

Cane ent Loan 86,1 73,1 gg 62 246,720
Farmers Arrears 50,949 412 13,745,993
Farmers Arrears 67,929,953 18 100,609
Farmers Arrears 123,775,692 33,417 ,859RehabilitationF 95,000,000 52 169,767

RehabilitationF 156,719 750 114,505 ,952Road 25,961,111
Total 606,409 294,1 85,699

Report of the A on Chemelil
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ln the circumstances, the accuracy and completeness of the borrowings balance of
Kshs.3,669,131 ,027 , and the ability of the Company to settle its loan obligations could not
be confirmed.

13.0 Unsupported Dividends Payable

The statement of financial position reflects dividend payable balance of Kshs.9,699,787
relating to unclaimed dividends of the 2001/2002 financial year, payable to ordinary
shareholders, which remained the same from the prior year. However, Management did
not provide supporting documents for the balance.

ln the circumstances, the accuracy, completeness and validity of the dividend payable
balance of Kshs.9,699,787 could not be confirmed.

14.0 Undisclosed Material Uncertainty Related to Going Concern

The statement of comprehensive income indicates that during the year under review, the
Company incurred an operating loss of Kshs.694,894,756 which, as disclosed in the
statement of financial position, raised accumulated losses from Kshs.8,298,606,998 in

the previous financial year to Kshs.8,993,501 ,754. Further, the Company, as reflected in
the statement of financial position, had current liabilities amounting to
Kshs.6,217,985,708 compared to current assets of Kshs.554,182,171, resulting to a
negative working capital of Kshs.5,663,803,537.

The financial position of the Company made it unable to service its long-term liabilities of
Kshs.3,669,131,027 which was an increase by Kshs.22,516,936 from the previous year,
an indication that the Company may not be able to operate effectively.

Management has not made specific disclosure in the financial statements in regard to
these matters.

These conditions indicate the existence of a material uncertainty, which may cast
significant doubt on the Company's ability to continue as a going concern for the
foreseeable future. Therefore, the Company is technically insolvent and its continued
operation as a going concern is dependent on the financial support from the Government
and creditors.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
!nstitutions (lSSA|s). I am independent of Chemelil Sugar Company Limited Management
in accordance with ISSAI 130 on Code of Ethics. lhave 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 adverse opinion.

Key Audit Matters

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

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts budget and actual amounts
reflects total revenue amount of Kshs.1,776,484,790 against an approved budget of
Kshs.3,386,021,000, resulting to a shortfall of Kshs.2,144,571,363 or 55o/o of the
budgeted revenue. The shortfall was mainly attributed to low sales of 17,246 tonnes of
sugar against the budget of 50,596 tonnes due to lower production caused by stoppage
of factory operations from April to July, 2022 for maintenance of the plant.

Similarly, the Company had budgeted to spend Kshs.3,151,362,967 but utilized an
amount of Kshs.2,471,379,546, resulting to an under-expenditure of Kshs.679,983,421
(or 22o/o of the budget). The under-expenditure mainly occurred against use of goods and
services whose budgeted and actual expenditure amounts are Kshs.1,956,832,800 and
Kshs.1 ,096,033,880 respectively, resulting to an under-expenditure of Kshs.860,798,920.

Further, the revenue and expenditure budget amounts of Kshs.3,386,021,000 and
Kshs.3,151,362,967 respectively, results in a variance of Kshs.234,658,033 which
indicates an unbalanced budget, contrary to Regulation 33(c) of the Public Finance
Management (National Government) Regulations, 2015, which requires the budget to be
balanced.

ln addition, the itemized budget provided for audit reflected amounts of Kshs.632,410,159
and Kshs.720,418,571 in respect of use of goods and services and other payments, which
were higher Kshs.530,459,997 and Kshs.587,819,170 respectively, included in the final
expenditure amount of Kshs.2,471,379,546, yet there was no evidence of approvals to
cover the excess budget.

The shortfall in revenue and under-expenditure implies that the Company's planned
activities were not fully realized during the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion, Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources and Basis for Conclusion on Effectiveness
of lnternal Controls, Risk Management and Governance sections of my report, based on
the audit procedures performed, I confirm that public resources have not been applied
lawfully and in an effective way.

Basis for Conclusion

1.0 Tax Penalties and Interest on Unremitted Statutory Deductions

The statement of financial position reflects trade and other payables balance of
Kshs.5,815,045,51 1 which, as disclosed in Note 34 to the financial statements, includes
accrued tax penalties and interest balance of Kshs.1,313,777,324 which arose as a result
of the Company's failure to remit to the respective statutory bodies the following
deductions from payroll and other taxes amounting to Kshs.2,331,689,786 that had
accumulated over many years:

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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t Description
Amount
(Kshs.)

VAT Payable 1,000,468,324
PAYE Pavable 844,663,250
Withholdinq Tax Payable 10.827,023
Sugar Development Levy Payable 474,109,967
Maintenance Levv Payable 1,621,322
Tota! 2,331.689.796

ln the circumstances, the accrued tax penalties and interest balance of
Kshs.1,313,777 ,324 is nugatory and could have been avoided.

2.0 Human Resource Management

2.1 Staff in Acting Capacity

As reported in the previous year, the Managing Director has been in an acting capacity
since May, 2017. Further, eighteen (18) staff members continued serving in acting
capacities in various positions for more than six (6) months. This was contrary to Section
C (14X1) of the Human Resource Policies and Procedures Manual, which states that
acting allowance will not be payable to an officer for more than six (6) months.

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

2.2 Non-Compliance with One- Third of Basic Salary Rule

Review of the Unionisable Personnel's payroll for the year under review revealed that in
the month of June, 2022, the net salaries for seven (7) officers were less than one third
of their basic pay. This was contrary to Section C1(3) of the Public Service Commission
(PSC) Human Resource Policies, 2016.

ln the circumstances, Management was in breach of Public Service Commission (PSC)
Human Resource Policies.

2,3 Non-Compliance with Affirmative Action on Gender, Ethnicity and Regional
Distribution

Revpw of the payroll records revealed that the Company had a total of 461 permanent
and lensionable staff members. However, review of staff personal records indicates that
460/o of the staff belong to one ethnic community, contrary to the provisions of Section
7(1) and (2) of the National Cohesion and Integration Act, 2008. Further, Human
Resource records revealed that during the year under review, out of the 461 staff
members, 380 (or 82% of the workforce) were male and 81 (or 18o/o) were female. This
was contrary to the provisions of Section 175 (c) of the Constitution of Kenya ,2010 since
the gender balance was not achieved in the staff composition.

ln the circumstances, Management was in breach of the law

3.0 Direct Procurement

The statement of comprehensive income reflects cost of sales amount of
Kshs.1,958,695,060 which includes Kshs.742,400 paid to a firm for the supply and
delivery of Centrifugal Motor. However, it was noted that the latter amount was incurred

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Conclusion

tnventory totalling to Kshs.24g,346,056

RISK MANAGEMENT

As required by Section Z(1)(a) of the pubtic Audit Act, 2O1S , because ofthe s ignificance
of the matters d iscussed in the Basis for Adverse Opinion, Basis for Conclusion on
LaMulness and Effective ness in Use of public Resou rces and Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance sections of my
report, based on the aud it procedures performed, 

I confirm that internal controls,
management governance were not effective

Company
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As previously reported, review of .records 
provided revealed that the Gompany operated

withor.rt a Board oi oiriaors as ttre ierm bt tn" existing Board ended on zz July, z0zo

after it was dissolved, and no reasor*"i pt*lOed for.ion-replacernent' As a result' the

company did noilrave eoaro of oireJoiJ lrtio*rnittees such as the Audit committee,

Human:ResourcernOnn"nceCommitteeandStrategyandTechnicalCommitteeto
provide oversightt; ffirgement's activities in line with good corporate governance

oractices. Further, the Company fral an estimated budget oj.Xstr.s S'386'021'000 as

reflected in the financial statementr. Ho*"rur, Managemlnt did not explained how the

UuOget was discussed and approved'

rn addition, the financial statements submitted for audit incruded the chairman's report,

Board of Directors, report and statem-ent oi oirectors' responsibirities which were signed

by the Ag. Managi"i-Di*"tt "l O^"h}i ot in" Chairman' ln addition' the statement of

Directors, ,"rpon'.iu'ilities indicate. i'n"t tt u nn"ncial statements were approved on

30 septem oer,ziii'wrricrr casts oorui on the authenticity of the financiat statements for

the year under review'

ln the circumstances, the effectiveness of the company's internal controls' risk

managementandoverallgovernancecouldnotbeconfirmed.

2.oLackofAudltCommltteeandaFunctionallnternalAudit

Review of the intemal audit work prans for the year under review reveared that the internal

audittargetedtoauditeight(8).auditareas.Horever,itwasnotedthattheauditcovered
onty four (+) arealiiii"riin.iubua rrpr"siprocedures and claims audit, land preparation

audit, nucleus esiate audit 
"nA 

,""riry- r,a1 However' evidences of submission of the

reports to the M;;";;"."t :tO of wnetner the recommendations were thereafter

i"i-pi"r"nted were noiprovided for audit'

Further, it was noted that the term of the Audit committee Members lapsed on

22 July,zozo"niirtt corpany-r,Jueen operating without an Audit Committee' contrary

to section B of the Mwongozo cod;;iGorbrn"n; for state corporations Guiderines. ln

the absence of a proper tunaio-ning- internat audit unit and an established Audit

Committee of the Board, monitorinf';;d ;;; :itl" effectivbness of the intemal audit

processes, ,.view oi internal controis, risk management systems and financialstatements

ll"ong other fun&ions may not have been canied out'

ln the circumstances, the effec'tiveness of the company's internal controls' risk

management anJ overallgovernan@ could not be confirmed.

Basls for Conclusion

1.0 Lack of Board of Directons

3.0 lTControlWeaknessoa

The Code of Governance for State CorPorations Guidelines ChaPter 3 and The National

Treasury Circular No. 03X2009; Ref: MOF/|AG/033(75) requires thqt Government entities

or agencies should, among other things, develop and establish Risk Manageme nt Policy

and Framework F) to guide its strategic and operational activities. However, the
(RMP

an lT Strateg ic Committee ; an lT strateg ic plan which suPPorts
CompanY did not have

and ensures that lT sPending remains within the approved lT
business requirements

Sugar ComPanY
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strategic plan;formally approved lT Security Policyto ensure data confidentiality, integrity
and availability; documented and tested emergency procedures; copies of the lT
continuity plan; and disaster recovery plan.

ln the circumstances, the effectiveness of lT intemal controls could not be oonfirmed

4.0 Lack of Standard Costlng ilethod
Although the Company is a manufacturing entity, the standard costings for its main
product, sugar, was not provided for audit. lt was therefore difficult to establish the unit
cost that went into producing one kilogram of sugar.

Under the circumstances, the Company could not be able to monitor its costs effectively.

5.0 Under€upply of Fuel

lncluded in Note 7 to the financial statements are other factory overheads amounting to
Kshs.28,911,323 which includes expenses on fuel supplied. Management entered into an
agreement with National Oil Corporation, through Government to Government, for the
supply of oil during the year under review. However, review of delivery records indicated
that the fuel received was less than the orders issued as follows:

Order No. GRN No.
Order Value

(Kehs.l

Actual
Receipt
(Kshs.)

Variance
(Kshs.)

POr-0003318 GRN-0004612 2.024.074 1.983.187 40,886
POr-0002918 GRN-0003866 1,905,000 1.879,070 25,930
POt-0003270 GRN-0004540 1.821.667 1,779,667 42.000
POr-0003390 GRN-0004912 1.821.667 1.786.751 3s,916
POt-0002993 GRN-0003990 2.116.667 2.041.900 74,767
POr-0003514 GRN-0005073 2.024,074 2.003.833 20.241
Total 201.930

No explanation was provided by the Management for not putting in place effective internal
controls for fuel management.

ln the circumstances, the effectiveness of internal controls over fuel management could
not be confirmed.

The audit was conducted in accordance with lSSAl2315 and ISSAI 2330. The standards
require that ! plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall govemance were
operating effec'tively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

i. 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;

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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ii. !n my opinion, adequate accounting records have not been kept by the Company, so
far as appears from the examination of those records; and,

iii. The Company's financial statements are not in agreement with the accounting records
and returns.

Responsibilities of Management and Board of Directors

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

ln preparing the financial statements, 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
Management is aware of the intention to liquidate the Company or to cease operations.

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

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

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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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, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

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

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

o Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Company to cease being a going concern.

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

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 2022
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o Obta sufficient appropriate audit evidence regarding the financial information and
busin activities of the Company to express an opinion on the financial statements

such other procedures as I consider necessary in the circumstances.

with Management regarding, among other matters, the planned scope and
of audit and significant audit findings, including any significant deficiencies in

I that are identified during the audit.

Management with a statement that I have complied with relevant ethical
regarding independence and communicate with them all relationships and
that may reasonably be thought to bear on my independence, and where

o

I a!$o
requ
other

I i , appficable related safeguards.

CPA
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26 ltiay,

on Chemelil Sugar Company Limitedfor the year ended 30 June, 2022
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Chemelil Sugar Company Limited

Anhual Reports and Financial Statements
For the vribr ended June30,2022

STATEMENT OF COMPREHENSTVE TNCOME FOR THE YEAR ENDED 30 JUNE 2022

REVENUES

Revenue

Cost of sales
5

7

7,472,877,729
1,958,695,060

2,211,52L,653
2,217,94t,943

Gross profit/(loss) 1485,877,3321

106,870,056

(6,320,290)

38,569,794Fair value gain on biological assets 8

OTHER INCOME

Grants from the National Government
lnterest income
Other lncome
Other gains/(losses)

9

10

11

11

182,017,971
360,974

14,418,061
(3,063,294)

518,630
12,803,407

16,L74,775)

Total L93,733,713 7,1,47,263

OPERATING EXPENSES

Selling and distributlon expenses
Administrative expenses
Finance Costs

t2
13

t4

15

14,007,603
473,096,653

22,5L5,936

10,442,772
s02,885,881

78,O00,260

Total 5O9,62L,192 591,328,913

PROFIT/(LOSSI EEFORE TAXATTON 1694,894,7561 (551,932,156)

rNcoM E TAX EXPENSE/(CRED|T) 16

PROFTT/(LOSS) AFTER TAXATTON (694,894,7561 (551,93a1561

OTHER COMPREHENSIVE INCOME
Fair value through comprehensive income
Surplus or deficit on revaluation of PPE

TOTAT COMPREHENSruE INCOME FOR THE YEAR (694,894,756) (551,932,156)

Earning/(Loss) per share - basic and diluted L7 (6s.68) {s2.t7l

Total Comprehensive Earning/(Loss) per share - basic and
diluted t7 (6s.58) (s2.t7l

Dividend per share 18

I



Chemelil Sugar Company Ltd
Annual Reports and Financial Statements
For the year ended June 30.

&
2022

STATEMEiIT OF FINANCIAT POSITION AS AT 30 JUNE 2022

ASSETS

Non-Current Assets

Property, plant and equipment
Biological Assets

Staff receivables due after one year

Total Non-Current Assets
Current Asrets
lnventories
Trade and other receivables
Tax recoverable
Bank and cash balances

Total Current Assets

TOTALASSfiS

Equ[YAND UABtrmEs
Capltal and Resewes
Ordinary share capital
Revaluation reserve
Retained earnings
Capital and Reserves

Non{urrent lJabilities
Eorowings

Total Non{urent Uabllltiee

Current Uabllities
Borrowlngs
Deferred lncome
Trade and other payables
Retirement benefit obligations
Provision for leave pay
Dlvidends payable
Total Current Liabilities

ToTAt Equ[Y AND UAB|ImES

ss4,lg2,l7l

===========

27 277,591,620
28 4,674,544,226
29 (8,993,501,754)

(4,167,36s,908,

31 3,669,131,027

19

27

23(c)

22
23(a)

24

26

5,0s6,793,27L
L08,775,443

5,165,569,654

248,346,0s6
249,545,905
r4,608,376
47,681,934

5,165,953,325

47,747,720

-

5,207,701,045

255,519,621
329,709,100

15,193,541
(52,638,719)

5,719,750,926

546,772,U3

5,754,473,6g9

===========

2L7,597,520
4,6L4,544,226

(g,2gg,6o5,ggg)

13,472,471,1521

3,646,674,091

-

3,669,131,027

286,850
110,939,7g5

5,915,045,511
246,450,24?
35,553,529
g,699,7g7

5,217,995,709

s,719,750,926

========:==

3,646.,614,O97

\24,549,3L2
5,219,210,190

206,742,460
20,729,011
9,699,797

5,590,330,750

-

s,754,473,699

==-========

31

33

34

35

35

37

The financial statements the Board on

Managing

2022 and signed on its behalf by:

Name: EMMANUET NGALA
ACCA M/NO: 0680452

2

Name: GABRTEL

were approved

Chalrman, Board of
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hChemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended lune 30, 2022

STATEME].TT OF CASH FTOWS FOR THE YEAR ENDED 30 JUNE 2022

cAsH Ftows FROM OPERATING ACTIVTTIES

Cash generated from/(used ln) operatlons

lnterest received
lnterest paid
Dividends paid
Taxation pald

Net cash generated from/(used in) operating activities

CASH FTOWS FROM INVESTING ACTIVITTES

Purchase of property, plant and equipment
Proceeds from dlsposal ofproperty, plant and equipment
Purchase of intangible assets

Net cash generated from.(used ln) investlng activliles

CASH FTOWS FROM FINANCING ACTIV]TIES

Proceeds from borrowing
Proceeds from grant
Repayment of borrowings

Net cash generated from/(used in| flnanclng activitles

II{CREASE/(DECREASE) tN CASH AND CASH EqUTALENTS

CASH AND CASH EqUNA].ENTS AT BEGINNING OF YEAR

Effests of foreign exchanges rate fluctuations

CASH ANO CASH EqUMALENTS AT END OF THE YEAR

37(al 146,726,953

37(d)
37(d)
37(e)

24

94,320,553

(s2,638,7L9!.

37(b)

L46,726,953 (13,036,444

19 (s2,693,2s0) (37,s36,098)

(52,693,250) (37,s36,099)

286,950

(14,L28,694!.

285,850 (1+128,684)

(13,036,447)

20

0

37(b)
37(f)
31

41,691,934

lil,701,2291

12,062,sLO

(52,638,719)

5
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luuChemelil Sugar Company Limited

Annual Reports and Financial Statements
For the year ended lune 3Q 2022

NOTES TO THE FINANCIAL STATEMENTS

1. GENERAI INFORMATION

Chemelil Sugar Company is established by and derives its authority and accountability from Corporations Act and
Companies Act (Cap 486). The Company is wholly owned by the Government of Kenya and is domiciled in Kenya. The
entity's principal activities are manufacture and marketing of sugar from sugarcane and establishment of sugarcane
plantations.

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

2. STATEMENT OF COMPUANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued
amounts of certain items of property, plant and equipment, marketable securities and flnancial instruments at falr
value, impaired assets at their estimated recoverable amounts and actuarially determined liabilitles at their present
value. The preparation of financial statements in conformlty with lnternational Financial Reporting Standards (IFRS)

allows the use of estimates and assumptions. lt also requires management to exercise ludgement in the process of
applying the entity's accounting policies. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in Note 5.

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

The flnancial statements have been prepared in accordance with the PFM Act, the State Corporations Act and
lnternational Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently applied to
all the years presented.

3. APPLICATION OF NEW AND REVISED INTERNATTONAI FINANC|AI REPORT|NG STANDARDS (tFRS)

l) Relevant new standards and amendments to published standards effective for the year ended 30 lune2022

Nnendments to IFRS 76 titled'Covid-79-Reloted Rent Concesslons beyond 3O lune 2027' (issued in March 2020)

The amendments, applicable to annual periods beginning on or after 1 April 2021, that extends, by one year, the
May 2020 amendment that provides lessees with an exemption from assessing whether a COVID-19-related rent
concession ls a lease modification.

Anendments to IFRS 9, IAS 39, IFRS 4 and IFRS 76 titled "lnterest Rote Benchmark Reform - Phase 2' (issued in
August 2020)

The amendments, applicable to annual periods beginning on or after 1 January 2021, with amendments that
address issues that might affect financial reporting after the reform of an interest rate benchmark, including its
replacement with alternative benchmark rates.

Amendments to IAS 47 Agriculture - Taxation in foir volue meosurements (issued on 74 May 2020).

The amendment is effective for annual periods beginning on or after 1 January 2022. Early application is
permitted. lt removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value technique. This will ensure consistency with the
requirements in lFRS 13.

7
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Chemetil Suga reoinpb-ny Limited

Annual Reports and Financial Statements

1
For the r ended June 2022

NOTES TO THE FINANCIAI STATEMENTS (Continued)

3. APPLIcATIoN oF NEw AND REvISED tNTERNATIoNAI FINANCIAI REPORTING STANDARDS (IFRS) (CONtiNUEd)

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

Amendments to lA:. I tftled ctasstftcation of Liobtlittes os current or Non+urrent (lssued ln tan 202o) The

amendmentq applicable to annual periods beginning on or after 1 January 2023, ' providing a more general

approach to ihe classiflcation of liablltties under IAS 1 based on the contractual arrangements in place at the

reporting date.

Amendmeny to lAs 72 tltled 'Deferred I.ax related to Assets and Llobllitles orlslng from a Stngle Tronsoction

(lssued in May 2021) The amendments, applicable to annual periods beginning on or after 1 January 2023, 'that

clarify how companies account for deferred tax on transactions such as leases and decommissioning obligations.

AmendmenF to IFRS 17 titted 'Amendments to IFRS 77' (issued in tune 2020) The amendments, applicable to

annual periods beginning on or after 1 January 2023, 'to address concerns and implementatlon challenges that

were identified after IFRS 17 'lnsurance Contracts'.

Amendmeng to IAS 7 tltled 'Disclosure ol Accountlng Policles' (lssued ln Februory 2021) The amendments,

applicable to annual perlods beginning on or after 1 January 2023, 'wlth amendments that are intended to help

preparers in deciding whlch accounting policies to disclose in their financial statements ''

Amendmen9 to tAS 8 titled 'Definition of Accounting Estlmotes' (lssued in Februory 2027) The amendments,

applicable to annual periods beginning on or after 1 January 2023, 'to help entitles to distinguish between

accounting policies and accounting estimates'

Amendmen2s to IFRS 77 titled "lnsuronce Controcts' (issued in Moy 2O77)The amendments, applicable to annual

periods beginning on or after 1 January 2023.

Amendments to IAS 76 titled *Property, Plont ond Equipment - Prcceeds before lntended llse' (issued in

Februory 2(20) The amendments, applicable to annual periods beginning on or after 1 January 2022, 'regarding

proceeds from selling items produced while bringing an asset into the location and conditlon necessary for it to be

capable of operating in the manner intended by management'.

Annuol imptovements cycle titled 'Annuol tmprcvements to IFRS Stondards 2078-2020' (issued in Mty 2O2O)

The amendments, applicable to annual periods beginning on or after 1 January 2022. The pronouncernent

contains amendments to four lnternational Financial Reporting Standards (lFRSs) as result of the IASB's annual

improvements proJect.

Amendmenis to IAS 37 titled "Onerous Controcts - Cost of Fulfilling a Contrdct (issued ln Moy 2020) The

amendments, applicable to annual periods beginning on or after 1 January 2022, amending the standard

regarding costs a company should include as the cost of fulfilling a contract when assessing whether a contract is

onerous'.

Amendmenls to IFRS 3 titted ' Relerence to the @nceptual FromeworK (lssued ln May 2020) The amendments,

applicable to annual periods beginning on or after 1 January 2022, with amendments to IFRS 3'Business

Combinations'that update an outdated reference in IFRS 3 without significantly changing its requirements '.

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

potential irnpact of application of the above, they do not expect that there will be a significant impact on the

company's financial statements.
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NOTES TO THE FtwANCtAt STATEMENTS (Continued)

3' APPLI.ATI.N oF NEwAND REvtsED TNTERNATT,NAI FTNAN.TAL RE,.RTTNG STANDARI
lmpact of standards and interpretation; 

rrru r rANl)ARDs ('FRs) (continued)

The dlrectors 
,

tnternationat ilj:lrr 
that the adoption of new standards, Ame

on the financilccountins 
standards Board (,AS;[ ;ffiff"1[:11i:rit and tnterpretati(

ands,ra,egre-s:f:1ffi",1#n*mh,"rs::T,"[:l:f::j,:*,,":1iffffi 
nsresu*ingrrom,he

em en ts process a"rtr,ritt'l l-t1! .a 
rises r;il;;;;:;: ffiff :,fi:ifI non_urgent, minor amendm*u ,"liffirrr]"iii) Earty adoption of standards

The entity did not earry - adopt any new or amended standards rn year 2022.4. SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES

", T:::l:;": 
poricies adopted in the preparation of these financiarstatements 

are set out berow:

Revenue is recognised to the extent that itthe revenue .r; il;";;;=:.^T-.:nr: it is probabte that future ecr

;r*lj::iri::*:r,ffi #*[[+ii"=t-ffi i:,'i"T:ffil;':i#':"'ihec'mpanvand
i) Revenu" _"::::.:.,^.,:f:,;:,,:;"""metror".;;;;#,iti",, 

n"ioi,-,ffi;i;HiffiT"f"X

products ,.oT,n" 
sare of goods and r"*-";,r;;;^;:'r'""t""activitiesasdescribedberow.''-''

.".",,"u,",L'lij:'"f#i,h:'T:;:ffT ::Jff:3J'iil 
in-the vear in which the ccmpanv deriversproducts and collectability oi ,t! ."f."J

ii) Grants fron
,'. n*. 

^".rt-I^ltlonat 

Government ar

trff *rkl',':ffi #$H,'ft ffi fu Ifl ifl i;!:H,i;5',*::jlri]:l1i:l,"s#i,,) Finance inco

fl"ff :5':T,:il"'H:ffi ;li:1il,ff:':?i::*.,;*".,"fi.::;:#ff 
[T::Tff T"'il'.:::ffi ?:iv) Rental lncon

agreements, 
te is recognised in the income statement as it accrues using the effective rease/tenancy

v) Other income is recognised as it acrues.

b) ln-tinacontributions

ln-klnd contr,butions

f+llT##*i['.'"'lffti*]:i::lip;il:,:::';"i::i:'' 
orac'[ua'|g'ods and,orservces

s,*r ,arue in ffi:+ii:!:"-l:::'iJ,il-i,Ij,:::I'by.i"* ;;;-;;;;;,{;j[i*Xil::: ,[%HT:.";il[,:";amounts; 
",n"*,.", ,iTilil[:illi:i"ff:::.iffiI;;;il.;;#Ji,l"o as an expense in 

"q,.r 
and opposite
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONIINUCd)

i)Buildings and roads:

Buildlngs
Rords

ll)Plant, equiPment and machlnery:

Factory plant and machinery

lrrigation Project
Agricultural imPlements

Wheeled tractors and cane loaders

Crawling tractors
Traihrs and caterpillar implements

Property, Plant and equiPment

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

impairmentlosses.Historicalcostcomprisesexpenditureinitiallyjncurredtobringtheassettoitslocationand
condition for i,, intended use. subsequent coste are induded in the asset's carrylng amount or recognized as a

separateasset,asappropriate,onlywhenit.isprobablethatfutureeconomicbenefitsassociatedwiththeitemwill
flowtothe@mpanyandthecostcanbereliablymeasured.Thecarryingamountofthereplacedpartis
derecognized. All other repairs and maintenance .r.i..ogni."a in the profit or loss account in the financial period in

which theY are lncurred'

certaincategoriesofproperty,plantandequipmentareSubsequentlycarriedatre-valuedamounts,beingtheir
falr value at the date oi re-valuation less .ny srbsequent accumulated depreciation and impalrment losses'

where re-melsurement at re-valued amounts is desired, all items in an asset category are re-valued through

periodic valuatlons cairied out by independent external valuers. Any accumulated depreciation at the date of

revaluation is eliminated against the gross carrying amount of the asset, and the net amount is restated to the

revalued amount ofthe asset'

lncreasesinthecarryingamountsofassetsarisingfromre.valuationarecreditedtoothercomprehensiveincome'
Decreases thlt offset previous increases ,n ,if lt"r'nt amount of the same asset are charged against the

revaluation r.serve account; all other decreases are chirged to profit or loss in the income statement'

Eachyearthedifferencebetweendepreclationbasedontherevaluedcarryingamountoftheasset(thedepreciation
charged to the statement of comprehensive incomel and depreciation based on the asse(s original cost is

transferred from the revaluation reserve to retained earnings'

Gains and losses on disposal of items of propefi, plant and equipment are determined by comparing the

proceeds from the disposal with the net carrying amount of the items, and are recognised in profit or loss in the

income statement. on disposal of revalued ,rrl,r, ..ornts in the revaluation reserve relating to that asset are

transferred to retained earnings'

dl Depreclation and impairment of property' plant and equipment

Freehold land and capltal work in progress are not depreciated. capital work in progress relates mainly to the cost

ofongoingbutincompleteworkonbuildingsandothercivilworksandinstallations.
DepreciationonpropertY,plantandequipmentisrecognisedintheincomestatementonastraight-|inebasisto
write down the cost of each asset or ttr" ,.-r.iral amount to its residual value over its estimated useful life' The

annual rates in use are: 
Rate /o

c)

2.so%
12.25%

s.00%

6.61%
10.00%

L2.25%
10.00%

8.33%
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NOTES TO THE FtNANC|AI STATEMENTS (Continued)

4 SUMMARY OF StcNIFtCANT ACCOUNTTNG pOUCtES (Continued)

iiilMotor vehlcles and other equipment:
Lorries and land rovers
Other vehicles

Office machines, fittings and equipment
Household equipment
Office furniture
Computer hardware

L6.67%

20.00%

20.ooyo

20.00%

10.00%

25.00%

The assets' residual values, useful lives and methods of depreciation are reviewed at each financial year-end, and
adjusted prospectively if approprlate. A full yea/s depreciation charge is recognised in the year of asset purchase.
No depreciation is charged in the year of asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying amount of an
asset is assessed as greater than its estimated recoverable amount, an impairment loss ls recognised so that the
asset is written down immediately to its estimated recoverable amount.

el lntangible assets

lntangible assets comprise purchased computer software licences, which are capitalised on the basis of costs
incurred to acquire and bring to use the specific software. These costs are amortised over the estimated usefut life
of the lntangible assets from the year that they are available for use, usually over three years.

0 Amortisation and impalrment of intangible assets

Amortisation is calculated on the sraiSht-line basis over the estimated useful life of computer software of three
years.

All computer software is reviewed annuatly for impairment. Where the carrying amount of an intangible asset is
assessed as greater than its estimated recoverable amount, an impairment loss is recognlsed so that the asset is
written down immediately to its estimated recoverable amount.

Assets that have an indefinite useful life are not subject to amortisation and are tested for impairment annually.
Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrylng amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cashflows (cash-generating units). Non-financial assets that suffered an impairment are reviewed for
possible reversal of the lmpairment at the end of each reporting period.

gl lnvestment property

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or held under an
operating lease) held for long term rental yields and/or capital appreciation, and which are not occupied by the
entity, are classified as investment property under non-current assets.

ll
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5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuedf

h) FinanCd and operating leases

lnUestment property ts cariie-il at fair value, representing open market value determined pernodcally 'by

independent cxternal values. Changes in fair values are included in profit or loss in the income statament.

NOTES TO THE FtNANCIAL STATEMENTS (Continued)

.-1-. -=-+==;=-tf,;S--. - :;

Leases which confer substantially all the risks and rewards of ownership to the entity are classified as finance

leases. Upon lnitial recognition, the leased asset is measured at an amount equal to the lower of its fair value and

the present value of the minirnum lease payments, and the asset is subsequently accounted for in accordance

with the accounting policy applicable to that asset'

All other leases are treated as operating leases and the leased assets are recognised in the statement of financial

position to the extent of prepaid lease rentals at the end of the year. Payments made under operating leases are

recognised in profit or loss on a straight-line basis over the term of the lease. Lease incentives recelved are

recognised as an integral part ofthe total lease expense overthe term ofthe lease.

if lnventories
lnventorles are stated at the lower of cost and net realisable value. The cost of inventories comprises purchase price,

import duties, transportation and handing charges, and is determined on the moving average price method.

i) Trade and other receivables
Trade and other receivables are recognised at fair values less allowances for any uncollectible amounts. These are

assessed for impairment on a continuing basis. An estimate is made of doubtful receivables based on a review of all

outstanding amounts at the year end. Bad debts are written off after all efforts at recovery have been exhausted.

kl Taxation
Current Income tox

Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered

from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are

enasted or substantively enacted, at the reporting date in the area where the Entity operates and generates taxable

income. Current income tax relating to items recognized directly in net assets is recognized in net assets and not in the

statement of financial performance. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and establishes provisions where

appropriate.

Deferred tox
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and

liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except ln respect of taxable temporary

differences associated with investments in controlled entities, associates and interests in joint ventures, when the

timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences

will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry fonatard of unused tax credits

and any unused tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit will

be available aBainst which the deductible temporary differences, and the carry forward of unused tax credits and

unused tax losses can be utilized, except in respect of deductible temporary differences associated with investments

in controlled entities, associates and interests in joint ventures, deferred tax assets are recognized only to the extent

that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit will be

a,railable against which the temporary differences can be utilized.

t2



TChemelil Sugar Company limited

Annual Reports and Financial Statements
For the year ended lune3O,2O22

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF STGNTFTCANTACCOUNTTNG pOUCtES (Continued)

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is nolonger probable that sufficient taxable profit will be available to alrow all or part of the deferred tax asset to beutilized' Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the extentthat it has become probable that future taxable profits will allow the deferred tax asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the assetis realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enactedat the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or deficit. Deferredtax ltems are recognized in correlation to the underlying transaction in net assets. Deferred tax assets and deferredtax liabllities are offset if a legally enforceable right exists to set off current tax assets against current income taxliabilities and the deferred taxes relate to the same taxable enflty and the same taxation authority.

l) Cash and cash equivalents
cash and cash equivalents comprlse cash on hand and cash at bank, short-term deposits on call and highly liquidinvestments with an original maturity of three months or less, which are readily convertible to known amounts of cashand are subject to insignificant risk of changes in value. Eank account balances include amounts held at the centralBank of Kenya and at various commercial Bank at the end of the reporting period. For the purposes of these financialstatements' cash and cash equivalents also include short term cash imprests and advances to authorised publicofficers and/or institutions which were not surrendered or accounted for at the end of the financial year.

m) Borrowings
lnterest bearing loans and overdrafts are initially recorded at fair value being received, net of issue costs associatedwith the borrowing' subsequently, these are measured at amortised cost using the effectlve interest rate method.Amortised cost is calculated by taking into account any issue cost and any discount or premium on settlement.Finance charges, including premiums payable 6f settlement or redemption are accounted for on accrual basis and areadded to the carrying amount of the instrument to the extent that ih"y .r" not settled in the period in which theyarise' Loan interest accruing durint the construction of a project is capitaiised as part of the cost of the project.

n) Trade and other payables
Trade and other payables are non'interest bearing and are carried at amortised cost, which is measured at the fairvalue of contractual value of the consideration to be paid in future in respect of goods and services supplied, whetherbilled to the entity or not, less any payments made to the suppliers.

o) Retirement benefit obtitation,
The Company operates a defined contribution scheme for all full-time employees in managerial cadre. The scheme isadministered by an in-house Board of Trustees and is funded by contiibutions from both the company and itsemployees' The company also contributes to the statutory National social security Fund (NSSF). This is a definedcontribution scheme registered under the National social security Act. The compan/s obligation under the scheme islimited to specific contributions legislated from time to time and is currently at Kshs.1,700 per employee per month.

pl Provision for staff leave pay
Employees' entitlements to annual leave are recognised as they accrue to the employees. A provision is made for theestimated liability for annual leave at the reporting date.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

:,4 SUMMAiY oF slGNlFlcANTAccouNT|NG Pott€lEs (Contlnueci -.- _-1 il::*-; 'eg-
- . :;:r:.;;.arri. -,

Ql- Exchhnge rate differences
The accounting records are maintained in the functional currency of the primary economic environment in whlch the

entity operates, Kenya Shillings. Transactions in foreign currencies during the year/period are translated into the

functional currency, Kenya Shillings, using the exchange rates prevailing at the dates of the transactions or valuation

where items are re-measured. Any foreign exchange gains and losses resulting from the settlement of such

transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in

foreign currencies are recognised in profit or loss.

r) Budget information

The Company'sbudget for FY 2020-2021 was approved by the Ministry of Agriculture Livestock, Fisheries and Co-

operatives - State Department of Crop Development on 12th August 2020 having received National Treasury

recommendation for approval. This was in compliance with requirements of Section 11 and 12 of the State

Cdrporations Act, Cap zl4 and Section 68 of the Public Finance Management Act ,2012.

The Company's budget is prepared on a different basis to the actual income and expenditure disclosed in the financial

statements. The financial statements are prepared on accrual basis using a classlfication based on the nature of

expenses in the statement of financial performance, whereas the budget is prepared on a cash basis. The amounts in

the financial statements were recast from the accrual basis to the cash basis and reclassified by presentation to be on

the same basis as the approved budget. A comparison of budget and actual amounts, prepared on a comparable basis

to the approved budget, is then presented in the statement of comparison of budget and actual amounts. ln addition

to the Basis difference, adjustments to amounts in the financial statements are also made for differences ln the

formats and classification schemes adopted for the presentation ofthe financial statements and the approved budget.

a) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or reconfigured to

conforrn to the required changes in presentation.

b) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the financial

statements for the year ended June 30,202t.

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINW

ThepreparationoftheCompany's financial statements in conformity with IFRS requires management to make

judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,

and the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these

assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount of the

asset or liability affected in future periods.

Estimates and lssumptions
The Company based its assumptions and estimates on parameters available when the financial statements were

prepared. However, existing circumstances and assumptions about future developments may change due to rnarket

changes or circumstances arising beyond the control of the Company. Such changes are reflected in the assumptions

when they occur.
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. - .. lh.e-lgV.a$-inpqi: co-ncerning the futur-e ar1-d-e$er key sources o; *1rr1;6ernrertdhty at th€ rsiofiing &te, that
have a slgnificant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year, are described below.

NOTES TO THE FINANC|AL STATEMENTS (Continued)

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTTMATION UNCERTATNTy (continued)

Useful lives and residual values
The useful lives and residual values ofassets are assessed usingthe following indicators to inform potential future use
and value from disposal:

The condition of the asset based on the assessment of experts employed by the Company
The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes
The nature of the processes in which the asset is deployed
Availability of funding to replace the assets
Changes in the market in relation to the asset

The rates ofdepreciation assigned to each class ofassets is a result ofsuch assessments.

Blological assets
ln arriving at the fair valuation of biological assets, the management has adopted IAS 41 and 61 in valuation of cane
bearer plant, cane bearer plant work in progress, growing consumable cane and livestock.

The Company estimates the fair value of its growing consumable sugarcane as the product of estimated yield in tonnes
of standing cane at its present age and the prevailing cane price leis point of sale cost. The yield is estimated as theproduct of the area covered by the standing cane in hectares, the age bf cane in months and the average cane yield
per hectare per month (TCHM).

Bearer plant is measured at cost and depreciated over its productive life assumed to be an average of 4g months. The
cumulative cost of land development and cane establishment from 0-6 months is capitalised. Livestock is recognised at
acquisition cost and revalued at each year end using the prevailing market price for the animalcategory.

The biological assets valuation estimates and assumptions are detailed in Note 21.

Provisions
Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions is included in Note 13. Provisions are measured at the management,s best
estimate of the expenditure required to settle the obligation at the reporting date, and are discounted to present
value where the effect is material.

The Company made the following provisions in the year; Bad and doubtful debts Kshs. 4,137,ot2; provision for tax
penalty and interest Ksh. 164,501,412 and lnterest on pension arrears Ksh. 10,385,554. These have been listed as part
of administrative costs under Note.13 (a). The tax penalty and interest has been computed on a self-assessment basis
using the rates contained in the tax procedure act 2015 and other relevant tax legislations. lnterest on pension
arrears is computed by pension scheme administrators. other provisions under staffcosts are staffgratuity provision
of Kshs. 65,008,880 and leave pay provision of lGhs. 1s,992,311 as captured under Note 13 (b).

Ir

a

a

a

a

a
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NOIf,! TO THE FINAIIOAL STATEMENTS (Continued)

- Net sales of
Net sales of Molasses

Total net salas

Gross sales

Less: Value added tax on gross sales

Total

Cost of cane milled: Nucleus

Outgrowers
Change in vahre of unmilled cane
Total Cost of Cane milled

Agricuhure
Staff Cost

Agriculture overheads

Manufacturlng
Staff Cost
Processing Costs

Repairs and maintenance
Other factory overheads
Depreciation.factory

Change in value of sugar in process
Change ln value offinished goods

=E

1,431,769,2O3
41,u9,s25

2,137,190,009
74,34L,645

1,472,8L7,728

1,708,469,565

(23s,6s0,836)

2,211,521,653

2,565,365,119

(353,843,465)

1,472,8L7,728 2,211,521,653

7

Sugar and molasses are the main products of the Company. Molasses ls produced as a by-product of the sugar process.

cosToF sAlEs

59,096,467
1,065,000,234

133,001,554
1,337,666,144

(1.934.OOO1

11 .530.701 1.468.733.708

109,989,439

40.704.600

91,480,244
qq 672.A7"

150.694.039 ,,47.153.117

297,865,976
42,378,233

228,939,396
(28,911,323)

77.998.089

285,4/'5,L26
55,669,540

193,922,223
15,052,633
77.998.089

529,095,611
(3s,925,384)

9,794,89L

51&270,360
54,530,130
7,669,83L

Cost ofgoods sold 1,95&595,060 2,217,941,943

Cane from outgrowers is valued at the cane price paid to farmers while cane from Nucleus estate is valued at the
fair value less point of sale cost recognised during the latest valuation plus cost of harvesting and transporting the
cane to the factory. Manufacturing cost includes agriculture and factory overheads.
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NOTES TO THE FtNANctAt STATEMENTS (Continued)

8 FAIR VALUE cAtN/(rossl oN BrorocrcAt AssETS

Galn on
Gain on

Total

The fair value gain on

GRANTS FROM NATIO

consumable growing cane
Irvestock 106,353,056

517,000
38,208,784

361,000

9

106,870,056 3g,55%?8a
consumabre growing cane is determined in accord.n." *,ri]i=r=0Trii",.,,", ffiH;;
NAI. GOVERNMENT

Reccurrent grants received

Total
Capital gra nts realized (see note below) 782,017,977

182,077,971
The government grant relates to Kshs. 13g.9 million ============= =============2022 to Chemelil sugarcane farmers to

paid by the Government of Kenya in December 2021. andMaydefray arrears of cane proceeds accrued by the in 2O2l and Kshs
42.5 million paid to various suppliers during the year ending 30 June 2022for maintenance materials supplied and
services rendered during the out of crop factory ma intenance carried out between

Company

10 INTEREST INCOME
April and August 2022.

Interest income:
- '- from receivables

360,974 518,530Total

11

360,974
rnterest income on receivabres relates to interest-that the company charges orrJl"=1"i1,", afor farm inputs' The company recovers these from cane proceeds payabrJto farmers on harvested

oTHER |NCOME, GATNS AND r-ossEs

73,125,973

7,292,788

518,530

==:========
credit advances
cane.

11,967,008

836,399

(a) Other lncome

Rental Income
Other miscellaneous income

Total

74,4!9,067
Rental income is received from tenants alrocated_riving quarters *,,h,^ .;;=;;;;r*i"n,,.include temporary emproyees, emproyees or-r"f ,e*i.e providers .rj .irir servants serving

12,803,407

============
I estates. These
within the local

) t'r- ,: .)q .,).. !ri;r1,',;6u, .

i..t:. r.

'lit),,t:.),ty).;
)1./. 11 ,.

I ',-'

i l:;,r. jr

r("1
) tl'lr\ '.\rl,l I

!1..i ltlt..), !,)r.,!._:

ii,rirr
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cornmuni*. Iriiscellaneous sales include sale of stock and non-stock items that are not part of the main products

6fftEc6ffipf*-= - '- -------*.==-rff--** --:-''--
r

I,

l{oTEs
-(Cbnttnued)

..el:.+{r:e*'=G

and Losses

(Loss)/galn of property, plant and equiPment (3,063,346) {t6,t74,775!,

rotar --111111i1 -:Y:r:!
The Company's sugarcane fields holding sugarcane that had been develop.;;;i;;" 

"f 
*th. tep2t.8zo

were reploughed/fallowed during the year after accumulating depreciation amounting to Kshs. L4,958'478,

thereby dispoling the bearer plant at a loss equivalent to its undepreciated cost of Kshs.3,053,346.

I

L2 MARKETING AND DISTRIBUTION EXPENSES

_-. ::. _+ -_:-..:..
: _;---, .+---

i+i*

Staff cost - sales Personnel
Product Handlng and distribution costs

Depreciation - distiibution equipment

Total

ADMINISTRATIVE EXPENSES

(al Administration Costs

8,395,258
4,851,640

759,70s

5,985,863
3,697,2O4

759,705

14,007,603 10,442,772

13

Staffcosts - other (note 13b)

Directors' erpluments
Auditors' remuneration
Legal fees and court awards

Consultancy fees
Medical Servhes
Staff training expenses
lnsurance cotts - other
Bank charges and commissions
Electricity and water
Repairs and maintenance
Stationery, printing and photocopyinB

Travelling and subsistence

Communicatlon servlces and supplies

Depreciation - other
Bad and doubtful debts

Stock Obsolescence
Tax penalty and interest
lnterest on pension arrears

2L6,t58,486 t90,L47,397
366,329
750,000

17,687,596

5,286,653
32,000

5,0t3,762
2,498,852
7,845,603
7,688,462
3,447,579
7,546,724

502,833
38,308,593
21,017,688

153,582,365
35,113,480

1,850,735
(3,731,918)

3,070,000
7,966,406

375,727
4,82L,942

'1,965,742

32,693,757
6,480,364
6,155,052
4,009,650

532,428
38,620,839
4,t37,0L2

(2L,226,6311

L64,5O1,4L2
10,387,554

18
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q
.!For the ended June

Other administrative expenses

Total

E--
-.+ -
*=

1

1s,787,904) 1L,s4s,877

F

(b) Staff Costs

Salaries and allowances of permanent employeesWages of temporary employees
National soclal se curity schemes
Pension contributions
Staff gratuity provision
Leave pay provision
Staffwelfare

Total

lnterest expense:

'- on commodity loans
'- on lpF loans
'- on bank overdrafu

Total

417,232,439
130,987,7L4

2,006,900

65,009,9g0
15,992,311
77,757,091

435,965,427
131,365,116

2,445,900
8,o79,623

72,252,045
(1,193,098)

10,391,099

649,969,235 599,205,109
=========== ===========

22,516,936 78,o00,260

22,5L6,936 78,000,260

13 (b, STAFF COSTS (Continued)

The average number of employees at the end of the year was:permanent employees _ Managementpermanent employees _ Unionisable
Temporary and contracted employees

Total ---r"oG --68
=========== ===========The government has restricted employment on

fl :',l'.il':ffi yfij; jJ::T*i,:tfr li:#*::,H#*fir#*ilil#*lf,,:,.#f :J.}::ffi:,:.i
FINANCE COSTS

190
277
554

193

287
494

t4

-

=========== ===========

i:lffi:::" 
commoditv loans accrue at the rate of 5% on outstanding principar amount and 6%on defaurted

t9
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Anhual Reports a Financial Statements
For the June 2022

E

15 OPERATING

Staff costs

Provislon
Dllectors'

Auditors'

16 LCOM€TA,(

(a) lncome

trrrrrr(.*ro,r)

profit/(loss) is arrived at after charging/(crediting):

of property, plant and equipment
of intangible assets
bad and doubtful debts

- fees
- other

ration - current year fees
- prior year under-provlslon

Loss on lof property, plant and equipment
Net foreign loss

Total

4,t37,O12 21,017,688

750,000
t,Lto,735
3,063,346

366,329
200,000

6,174,775

816,72L,4L9 795,755,99L

303,91L,233
(48,829,157)

648,869,235
158,791,092

599,206,108
158,791,092

tax charge
Deferted tax charge (note 28)

Inconte tax expense/(cred it)

(b) Reconciliatlon of tax expense/ (credit) to the expected tax based on accounting profit
i

The tax on t* Company's loss before income tax differs from the theoretical amount that would arise using the
statutory incdme tax rate as follows:

before taxation (694,894,7s5) (ss1,e32,1s6)

Tax cllculated at the statutory tax rate of 30% (2020:30%l

Tax effect of:
'- E&enses not deductible for tax purposes
'- Prlor year under/(over) provision in deferred tax

208,468,427 (L64,784,1721

xxx
xxx

20
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.'- Deferred tax not recogniSed

lncome tax expense/(credit)

xxx 190,297,894)

xxx

taxes are carried forward to future periods.

NOTES TO THE FINANC|AL STATEMENTS (Continued)

17 LOSS PER SHARE

The loss per share is calculated by dividing the loss after tax by the average number of ordinary shares in issue
during the year. There were not dilutive or potentially dilutive ordinary share as at the reporting date.

Loss for the year attributable to equity shareholders

Total comprehensive loss per share attributable to equity
shareholders

Weighted average number of shares in issue (note 27)

Loss per share

Total comprehensive loss per share

(6e4,894,7s5) (ssr,s32,1s6)

1694,894,756l.

1.0,579,591

(ss1,932,156)

10,579,581

(5s.68)

lsz.L7l

(s2.L7l

(6s.58)

L8 DIVIDEND PER SHARE

The directors do not recommend payment of a dividend for the year (2020/2021: Nil)

2t
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Ch-emelil Sugar 0ompany Umited

Annual Reports tnd Financial Statements
For the vear endedJune 30, ZU,2

NOTES TO Tlt€ FtN4flCtAt STATEMET{TS (Contlnued)

19 P*OPtRW, PlAtaTAllD EqUtpMENT (Contlnued)

The Comparlv accounts for its biological assets in accordanc€ with revlsed IAS 41 and IAS 16. under the standards,
the root sy*em of growing su8arcane is recognlsed as bearer plant from the 7th month when it ls fully developed.
At this statC, sutarctne begins to bear produce (sucrose) and remalns productive for at least 3 harvest cycles of 16
months each as cane stamps sprout again lnto a new produce after each harvest.

signmcant lFsumptions made in determining the carrying vatues of bearer plants lndude:
a) Bearei plants are carrled at cost tess depreclatlon. The cumulative cost of developlng cane has been

capitaiised and depreciated over the plant's economic life estimated to be 48 months. All costs lncurred after
the 5Sr month are expensed as maintenance costs.

b) Cane aged 0{ months is considered immature since the root system is still developlng. Cost incurred at this
stage $ recognised as work in progress.

c) On lnllal applicatlon of the standard, the cost value of exlstlng bearer plants was estimated uslng standard
cost of cane development per hectare. All subsequent additions are recognlsed at actual cost.

As at3fth luneZQ22,70/"1?027:58%) of the nucleus estatefarm measuring !,SgB.Zha (2021:1,335.5 ha) had
mature belrer plant. Flfteen percent (2021: 14%l of the estate land measuring 346.9 ha (2021; 311.7) had
lmmature bearer plant while 16% (ZO2l:2g%ll was fallow.

Duriry the,year, 442.8 ha (2021: 499) was planted with new cane, 445.4 ha (2021: 188 ha) of growing cane
matured aid was transferred for capltallzation as addition to bearer plant asset while 189.3 ha (iozr: ilq of
maturc beter plant was fullowed or uprooted by ploughing.

;

{t ryoryr!, elant and equ,Pment other than bearer plants have been charged to secure banking facilities as
disdosed uhder note 31. Property, plant and equipment include the following ltems that were fully depreciated;

Motor lnduding motor cycles
Fumiture, fittings and equipment,
Cane bearer plant

Total

Motor vehicles, lncluding motor cycles
Furniture, fittings and equipmen!
Cane bearer plant.

76,741,7y 15,590,4?.4

70,286,455
6,455,299

70,286,455
6,004,030

L4,O57,291
1,s33,133

L4,057,291
t,425,957

-

15,483,249Total 76,290,95

The Comprny owns 2,700 hectares of freehold land. The land has been charged to secure banking facilities granted
to the Cornpany as disclosed in note 31. The land was last valued on 30th June 2018 by Tysons Umited on an open
market balis at Kshs 2,000,000,000. The value of the land has been reflected in the statement of financlal posltlon
as part of property plant and equipment.

24
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NoTES TO THE FINANoAI SrATEMEI{TS (Cortlnued)

2t. EloloclcAL ASSETS

At the beginnlng oftheYear

Gains arlsing from dtanges in falr value attrlbutable to:

- blological transformation

- Price changes

Fair value gain/(loss) on valuation

Atthe end ofthe Year

Prior year adiustment

Atthe bednning oftheyear restated

Decrease due to harvest at falr value less polnt of sale costs

40,501,720

6,58lJ20
(39,542,333)

99,236,183

7,LL6,872

106,353,055

--to73L443
,rerrE:=-

959,387 2,292,9'!7

125,055,968

(27,153,928)

9&903,04o
(96,610,103)

10,676,843

27,531,940

38,208,783

40,501,720

-!g-====

t

TheCompanygrowssugarcanelnltsNucleusEstatewhoseproduceisharvestedforreplantingormillinSandhas

accountedforltsbiologicalassetslnactordancewttnrevisedlAS4landtASt5.Canestemlsrecognisedasthe
consumable growing proauce ftom the 7th month when it beglns to form sucrose' The produce fully matures wlth

maxlmum sucrose r+ ttlonit, thereafter but can be harvested as early as 9 months as seed cane'

Slgnificant assumptions made in determining the fair values of 6rowlng produce (blotogical assets) are:

l) Growlng proouJ.. been stated at fair value less polnt of sale cost' onty cane aged 9 months and above

lsassignedavalueasttlsonvthenthatltcanbeharvestedforuseasseedcane.Thevaluelsbasedon
market price of Xsis' C'553 per tonne of sugarcane (June 202GKshs'a'OO)'

ll) Growing proouce tras ueen quantlfied rn toino as the product of average productivfi per unit acreage at

haryestage(TCHM)andagtualacreaSetnr.c"ta.cscoveredbytheproduce.TheTCHMlor?o?,lwas2.38
(2021-1'e1).

lil) All costs lncurred to maintain growlng produce are expensed'

Asat30June2022,L,g4s.!ha(2021:1,647.3ha)ofnucleusestatelandwascoveredbygrowingcaneproduce'of
thls 62% (2O2t:5a%lcovering 1200.5 ha (2021,8;;.;;;) had mature produce ready for harvest while 20% (2021:

32%)coverlng397.7ha(2021:519ha}hadr,n'.*,"p,ouu"".TheremainlngL8%|Zo21,l19%}ofgrowingcane
coverlng 346.9ha (2021: iSg) hta not bome recognlzable produce'

DurinStheYear,S?,4oltonnes(2021:60,032}ofmatureproducewashawestedfromthenucleusestatefor
millingandseedcanewithahirvaluelessestimatedpolntofsalecostofKshs.Sg,54z,s33(2021:Kshs.
99,650,910). ln determinlnB the present ,au. oi 

"rp"cted 
net cash flows' the company has not discounted the

cashflowsasstandingcanewillmature.withinthenextreportinSperlodandthereforetheimpactofthetime
value of money on estimated future cashflows ls not signlficant'
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For the ended 2:022

NOIES TO TtlE EilAIlcnq STAIEMEI|TS (Cntinued)

2l elorffirt^s*rs(ontftlt,eal

Ihe csnprry +* to hanest the mature cane produce held at the end of the year withln the next 12 months

xra ilrrrs tfre gro+,ilrt produce has been presented as current assets'

bt

1,2,46r(x)0 1,tt85,000

Urrba

lt ttrabc;ta*!, dtheYear
krElrc dhre Ebcqut$tions and births

tlccruEse dlr€ lF staughter or sale at fair value less polnt of

sele costs

(300,0@)

946,000

474,w
43,(x)0

517,000

1,453,000

=:-==#

15,000
85,000

150,000
120,0o0

5,000

(50o,@o)

885,000

370,000

(9,000)

361,000

1,246p00

6airu aririog trrn dranges ln fair value attributable to:

- biological tra nsforrnaticn

- price chtnges

Fair value gainy'(toss) on valuaUon

At the end of the Year

Calf

Heifer
Lactatint covt/

Bull

Goats

:=========

The company keeps dairy cattle in its Academy section whose produce ls used withln the school to reduce

boardingexpcnsesandhasaccountedforitsbiologicalassetslnaccordancewlthrevisedlAS4landlAs16'The
herd of dalry anlmals has been ,tated at fair valueless point of sale cost. The value is based on the open market

price of dairy animals categorised as follows

16,m0
87,000

1s3,000
123,000

7,000
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NOTES TO THE FINAt{ClAt STATEMENT5 (Continued)

X2 INVENTORIES

Product Stock

Milled Sugar

Molasses
ln-'prucess stocks

Mllled sugar-in'Process

Molasses ln Process

Subtotal

Raw materlal stock

Un-milled Cane

Other materlals and consumables

Field and factorY stores

OOC Matntenance Stock

Consumable Stores

Stationery
Medlclnes

Less: lmpairment

Subtotal

Total

7,570
19,650

7,1O2,7t5
705,000

54,597,618

52,505,333

3,434,000

257,238,454

L2,374,6L9
2,703,633

t26,429

275,877,7!5
(82,862,848)

21,224

291,410,910
7,485,426
7,718,801

'2,3L2,4?9

L,027,416

309,955,052
(61,536,215)

2/t9,318,836

ffi
=E========

193,014,288

255,519,621

produst stocks are valued uslng FlFo method' ln the previous year 2021' a wrlte down on product stocks of Kshs

2,26g,434was recognised as an e)(pense'

=-========

Alltheotherstockshrvebeenvaluedattheirweightedaveragecosts.AwriteonadiustmentofKshs'196,740has
been passed to the supprtes stores stock r.ag., to'.lopi it 

"-r.ru"tion 
of stocks physica,y counted on 30th June

2022 using weighted average cost, ordlnarrrv tne reig"iis upOated by th'e sun system using FlFo method'

stock categorised as obsolete prevlously recognised at Kshs'51'536'216 (2021-Kshs 82'862'848) have been fully

impaired. some of an" nli, .rountin; to xsr,s. zrizs,s32 were drawn and used during the year hence the

stoct impairment wrlte back of the same amount'
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NOIES rO THE mlu$t srmMEffiS (Contlnuedl

23(al IMDC AffO NECEIVABTES

Ar 30th frrA
frade (note 23b)

Loans to (note 23d)

Oepmits ald PrepaYments
statr recet$H6 (note 23c)

vAT recwlratrle
Otrer rec*aUbs (note 23e)

. .r-------*-Lta.
IOtll tfilO! ano r.rug rsrtcsllr

49,8?2,152
4/,lrJOr.J 

' '
20,983,970

24,2L3,63L
765,599

241,34t,065

7C1.S2:3A94

=::=:
54,537,442

429,249,3L9
4,892,7'18

27,697,98L

37:O,171,157

935,548,6i17
E:-===-=

(39,075,261)
,1,1? AqR 764l
I rv,, .' -r' - ',

(1,268,564)

(64,134800)

(s11,9775891

=:--=-=
(39,230,415)

1407,498/il1

(1,268,664)

(59,842,735)

lfi7,s4o,s77l
===3===-=-'

42,994,256
(32,290,431)

10J03,625
6,837rE9b

(5,784,830)

53,(85

10,756,891

=====#=

1,379,995
1,302,235

47,149,922

10,755,891
16,887,213
20,983,970
22,914,967

766,6W
177,206.,L66

249,545,90!t

15,307,028
21,750,555

4,892,778
26,429,3L7

2@,328,423

328,708,100

45,409,500
(32,391,495)

rrpr&oos
a.araaa
)tLal tfi1

(6,838,920)

2,?39,023

15,307,028

=3===:===

5,533,998
3,648,136

518,951
5,373

44,830,985

=-========

At 30dt tdre 2021:

Trade rec0ivables (note Z3b)

Loens to Qutgrowers (note 23d)

Depostts tnd PrepaYrneats
Staff recCvables {note 23cl

VAT recoYerable

Other re(eivables (note 23e)

Totd trafle and other rccelYables --=--==

23 (b) TRADE R&ElVAEr'Es

Gross recetuables
for doubtfu I reoeivables

Gross Molasses Receivables

Provlsion for doubtful receivables

At Juae 30, the ageing analysis of the Sross saoe

receivables was as follows:

Less than 30 daYs

Betwsen 30 and 50 daYs

Betwaen 61 and 90 daYs

Beturaen Yr ano lzu udy)

0,rer U0dils

0

^OLO

49,832,152 s4,5U7fr42
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Chemelil Sugar Company Umited

Annual Reports and Flnancial Statements
For the June 2022

Provlsion has been made for amounts whose recovery is uncertain.

NOTESTO THE FINANCIAL STATEMENTS (Contlnued)

ti, ,,1 er^CE oEaEnrAal EC
-- lr,

22,944,967 26,429,317

Less: Amounts due wlthln one year

Amounts due after one year

24,213,63L 27,Q97,991

The Company operates a staff car and cycle loan scheme for employees whereby eligible employees are given

loans to acquire cars for thelr perconal use. The loans which are secured by the vehicles acquired using the
proceeds are payable wlthin a maximum perlod of 60 months. The interest rate on staff loans is 5%. There were
no outstanding staff receivables balances as at reportin8 date (202}Kshs.Nil)

23 (dl CANE DEVETTOPMEII|T LOANS TO FARMERS

Gross staff debtors and advances
Provislon for lmpalrment loss

At:l0th June 20Zl:
Farmer cooperatives
Large & small scale farmers
Transporters

At 30th rune 2021:
Farmer cooperatives
Large & small scale farmers
Transporters

75,96/,337
46,960,441

1,451,199

424385,977

375,706.,867

52,091,000

L451,451

429,249,319

24,2L3,63t
(1,268,664)

(365,958,108)
(4O,706,920)

(833,736)

(407,498,764)

(355,958,108)
(40,706,920)

(833,735)

1407Aga,7ill

27,697,981
(1,268,6il)

10,006,229
6,253,520

627,463

15,887,213

9,748.,760

11,384,080
677,715

21,750,555

Cane development Loans relate to cost of farm inputs supplled and services rendered to farmers on credit. The

farme/s standlng cane established uslng these funds and title deed for the land on which lt stands act as collateral

for the loan. Recovery ls made when the cane matures and ls harvested. Under the current contracts, 50% is

recovered from the lst harvest, 207o frortr 2nd harvest and the remaining 20% from 3rd harvest. lnterest is

29
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Chemelll Srryat CornP.nV Umlcd

Annuai B€porE en<i r-insxlai ilaaaac;:is
For the Gidedrtrttc30.2022

dtarlcd rt thc rat" ol UA on rGcovlraile lorn belrres. Dlrectotl havc made prorlrlon for rmounts whooe

rccovcryb uno?rta.ll

iiglEs fO ar* r&anirar $i;EiilffiS iwo&rr.ii

23 (el ontt

t.

Fafrlc,l, TratisPortatt &oltt Ilrdvrls
PTarrlrbn ior tmoaarmcnt loss

odrrrnelvrblcs
Pnod{on fDr lmpairmcnt lors

I
I

rrnica 116 dcirit ir.i.ncet
Trrdcpayrbbs
Srmlltcahhrmers
Lrf336calc Fatmct3

Trrnsportfft & Harvesters

C:ne M alntonr ne Contr.ctort
Pe;ro[ tlabliltles
Odrer payable:

AtSinnirgof theycrr
lnoome ux chrrge for thc ycar (note 161

Undcr/(over) prwlslon ln prtor yearA (notc 16)

lncome tax paid during the Year

At tlrd of thc year

23,66ft,ffi
{14,988,103}

8,680i96E
t4,15111O

(+9,1#,7971
5pt&313

1t,699,276

42,7U,fil
20,469,853
10,556,097
36,76-r,Zi6

6,522,463
t? oltl ffia
-.a-.-a-i t

&485,355

15,183,641

(575,265)

1e,60u,rrb

lt:]6$2s7
(10,695838)

4660,30
53,612,735

149,t/6,7971
4/55B38

g,tls,23t

M,242,578
80,816,9t18
67,292,095
10,874,426
2,482,677

39.5c7.60q
5,E86"856

15,183,6101

15,l,'rrD{l

163,505,t9, 23r"193,tt5

t77,ZmrLfi 2$P?A,.A,,

tcss:Arnounts due wfthh one Vcilr 24L341,065 320,171,157

AfnouqFducrfteroneyert .-.*- 
-=:-i

The Comprny endeavors to support canc dacloprncnt, h.ryest and haulatp actlvttlcs undcftakcn by lndcpcndcnt

frnnc6. harverters. transporter: or ttclr or6nizetlons ouring to thcir critblity 6or the contlnuiW of milling

opcr.atioru. iire Curlprrry rupriirii the.ri #th fi;m lnpuS, fucl :nd sths !t:n: fcr c!:h or on esdft rn'l

malnElns drnent accounts for these Ban$ctons and reor,ert dctilt bahnces from rny monlcs prYrblc to them

for cane purdresed or scnriccs r€oeived from $am. Dhectors harc made provldon for emounB wlroee recorrery

haw becomeuncruln.

24 TAXIE@I'ERABLE

r33E.3:-a

t

4sra8*

\

30



I

Chcmdll ${Dr Co{nP.try thdt€d

n portl eldttrrrdel StrtdEntsAnnual
Fcthe vct tldod .hroc 2022

Itbtur.@YG,rbhrEuntl'dudc'h't.h'altBp.l4gltiho|dlutuonlnt.ft,t.hco.nGrrdrdyrlptrron
conmcrdel udrtdo e.il'- Jrn-r.* a.O fn ,f.+n d Ur. *Jt m Conlp*w hs td hIt rH' lo nicovlt

hc.rr.. tr h8.o.dd'rcrcr or.t or.r* n .r.iir;;;;t# tlu;dttd- or wlrn thr

Comrrrv Po.lt ero'frt'

wrs ro nl-iiron lirAmrcms (conbu'dl

8 lAflfrmc $rrurrcet

cldr tt
Crh ln hrnrt

glbrd

an&,Ordnft

Totrl

r)

t!t,fil

fL5llr3.

(u5rsol

.L!919t{
-r-til

905,3ar

ts2rE7"219l

(tsm)

t32,Gq713)

Tmbunbulko'c.shrtb.okw.th.Hnl(!.'y.commcrd.|8.nhdr!cornp.ny!m.lnb.d(.rr.lhcrnekr-up
JiJLr.r,". "ta 

rhorrtrrn deoottr b rfo[cc:

O6[ed uelWb of 0t cdt md (,dr aqulvlhna

Ofiantaaao.d
ICB B.r* XLufil t/Bl t'count
1c3 8r* Xb{ms Prol.Gt Aeultt2
fCB 8rr* (bunu Plol.cl Accoi'ml

iCf g.nf Xf,r* OtGtt lx f.'"rry A/c

cooocrtdve Bd* i.In,lttu Mdn 
^/cdrrdr e.t*IlurnuPml'ctAy'c

tr.tiln g"t* Gunru Hohh Ctr A/c

Coop B.nk xltumu Clr'mdt Ac'&flrfPfA

11G790!td,
11!GX'5716
rt12L!2118
t1879a9!lo

oua6.66Zm
o1tm5a6fiE0r
01166ltr$$m

3l

5,!111,39
(:r6,858i

2r,8S7,57E
4,023,532

.3,9ts.5to
l\T?t6

2,104,111

(1,500)
(r5.161,637'

(o)

d673,028
2a,93L,271

Es4389
r2386

1,059,498

Sub tdE!

b) lrotlttlo.t t
S.f.ri@m M9a3a

5{bEtrl

cl ffrr{$dfy,
Calt h tratBlt
orh ln hend

trb,d.l

GFndtot l

$Frgn (33r32J811

T3l,g, 9tt535a

,93,:64Tn,g,

arrg.rc. (s2,537,r1tl

\ a
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Annuat R€ports ed (ladd St'1tem'nt3

For the

28

2o:r2

tg]€lt0 ne EL rOAf SrAlEMErrS lcondnued]

T' OSDS{AIRf SHANE CAP{TAI

Autlpri!.d:
ioiilSar or{inary shares of Kshs'20 par value each 211591,520 211,591'520

33=-s*- -==il=aE-

!rtgt==39

-.. .6r Ctn
211,59Lb2u 'Ll'rr''v-r

=:-ts* =a28#E=

8EB,g:f,B

rsored and iu3; Pald:

ilrg"sgi itdtiary shates of Kshs'2o par value erch

dividend.

REVAUANOil RESERVE

29 RETAINED iI'SS

30 PRT'RYEARAD'ISTMENT

The toul number of authorized ordinary shares is 10,579,s81 (2921:10:179"5s-rl wlth a par value of (3hs'20 each'

bsued and fully pald ordlnary shares, whlch have t p""tr"'or Kshs'2o' Garryon'e vote per share and a rlght to

The lwaluation reserve relates to the fe\,aluation of freehold land and butlding5, factorY plant rnd machlnery,

agriortturat machinery .ni'i.pt.r"no 
"-no 

,no,o., J.;;;' ; i";tttt"a in theiltement of changes in Equttv'

this is stated ,rt", trrnri"r';i;;;, aeprcaation n"i "i 
tJrt"a deferred income tax to retalned eamlngs'

Revrluation surpiurci t"''*t!tti'flilt?b'h There wa3 no movement during the year'

I

Thc retained toss represents accumurated rosr rno.rrred as a result of operadnr and financlal challengcs that thc

company har Brappled;il";;;;";","a*rrit*o 
*rbulencc'.Noie 4l provides detalled lnformation

on c:lrr"ot dforts toward' t *-*"'"tl of the situatlon and th? future outlook'

An error
ra/cnue.

occuned whlle recordlng sales for the ycar ended 30th June Z)21 urhich rcsulted in sverstatcment of

arc tabulated below:

T

2,s80,0003t6,8"422,263,L582,253,1584526,316t.
had7:71.93at Kshs.3,soldsuSar500
521and620Nos.involceonhArloehvolcedbeen

(349,454
I,

t49,45417,L23,23
9

L7,472,69
3

49,9996,14q43,859

-- .^ -^^A --J 1a rn ?n?O
Zl. Lt,,Lw.v o"u &g'-Y'-- - -

amount due to undercharge

of 1696

2.
Bsued

on
salet

for sugar salesto 1286lnvolce nos- 1231
had ove6tated nst

of VAT at 14%

3.815.7903,859,6{9_

,a

\
a
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ftemdll Sugar ComPanY Umltcd

Anntral Reportr and Flnandal Statements

ror frlc lirlaucra a..ra ?il,ua ls ,v, r.ltt

(s

2,62'

NOTESTOT}IE TNANCIAI. STATEMET{Ts (Cmdnucd)

30 PRIOB YEAR AOIU$tl'lEt{T (ConUnucdl

A prior year adiustmcnt of Kshs. 2,651582 has been mad'e on reterned camingp rrxi ii'e totiiFretluG s;urcs fcr

trsdr r.erh[bles rnd VAT prytbls rdiustcd "**OfnOV'-not 
tttttt to tre iear ended i111 June 2021 only and

31

hrd not recurrcd ln other Years'

EORROWNGS

t

Balancc et bc$nnlng of thc ycar

Enernal borrowlngs duringthe year

Domestic borrowings durlng thc year

Repaymcnts of cc<tcmal borrodngp durlng dtc year

Repayments ofdomesdc borrowings durlng thc year

e*.t atB" rate tllns/(lo3ses) on revaluatlon of

bonowlngr

g:lgnCe 3g;nd of th. -vo.ar

l-ess: Amounts due with one year (arrrent ponlon)

Amounts due aftcr one yc'r (non'currcnt Pofdon)

2,626,9L6,872 1,019,697.219

22,516,935.59286,850

2,521,2A3,722 L,O47,2l4,lss

(286,8501

2,641,045,556 941,696

78,00(

(14128,684)

2,626,916,872 1,019,697

2,585,916,872
40,000,0@

The enaiyscs of trorh cxlcrnei enri rioti-ret''lc bo;rc*'!ns: cr: 3: fo[os,r!:

Ertcrnrl Bortowlngs
oollar denomhrted loen

Stcrltq Pound dcnomlnrtcd loan

Eurc dcnomlnrtsd loan

2,626,9L6,872 1,04a214,155 2,626,9L6,872 1,019,697

Iara=*rBSl3 rgEa..i.! ga8gE 
'[ 

EE=tl

Dometlc Eorrowln3r
x.nvi Sf,Unng foan from Commodltles Fund

r--- !-+ii ttatc DeFttl'nsn1 af frop
(mYa llttlttltS luort rrer

33

2,586,916,872
/to.0sJ,000

\

of

204739notcsvldc deliverydellvered3u8lrbags
cadtlchs.4/met.2020of 23.Cn20d.taoand

(6&l)(4,889)228,000lnvolcc noa- 4303 03.06.2021for 2(E
4.

entered
rnd 4294 of

127,15612,65t"S8223,€0,18

223,111

26,08L76
ITOtlI

.i"
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.tf"",,, - - -- -----* tialtcd)tltol w"l*"t -'t"'--

Annualn4olts sdfha*td $atements

Ft luys ,urrc30, 2{,;22crrdcd

EdoFcnt
ro (ll3r Br lOar (CB Banlt

ililf;brr frorn oarnond rrust Eank

ElffrcrtcndolYear
r a--r:<.aJl

El{lfffll ] l Al EMEII r r lw'rL,r]E-l

Accelerated capltal allov'anots

Unreallsed exchange gains/(losses)

Raraluation $rrPlus

Eiological as*s

286,850

2,627,203,722

2,627,2O1,722

=aggEag==3

2,626p16,872

2,625,9L5,8't2

=:8tGE=r=z-

32

tou(nlrlllcs

IheCorrrprnyrccci\,GdKshs.40,fiD,000from.StateDepaGm€ntofGop.DevelopmentinMaY2otTsspartof
Equidity suPPort to gay Part :1::f.::*" 

otn o*I't-o i"'"o' Thls has been presented r unsecurcd non'

qnrertt loan fttunomte wtu) rrv r,re' !Jt'

TheBorrowlngsfromCommodltYFundarlsecll|byDebenturcforlGhs'1,554,487,912overtheCompanyland
end buildlrgp uR. llo'161Ua ' titzl4and 118rto l;; ; M"horonl Sub ;'""' ianking Perl Paisu whh KCB

Bank (enYa Umitedl

.a.t cros. orthe vear. the companv had undrawn bry::Y:I.:tl,t^$Xflf.dr"J"fI"Hlfl;ffi

[::f* ]::,',:ii:'l;*:,?:Hf l::i:TJffi,.'*'.j;i* ii+;iJ,"l' over rand and buirdings uR

No.15u/4, 1612/4 and ttA; ttitt"i pa't passu with commoditles Fund'

Duringtheyear,th€companyreceivedlnd-i11|ulaingfromtheGovernmentofKenyrtotallngKshsTsz,o,T,gTL
(2021'KsheN,)l'::':'j:*::fH;:f *3,',H:$##ilH;;i1f.:*:':ru;il::ifr :fi
:::ffi;::fft;H:: ii,ii#l; o;;::^"^':*:1' to srpprrers for spares der,ereo a'ru !E'Y'veJ

facilitato the out of crop "i""i""t"t" 
ot 2o22' n'"il;';ii17'971 disburscd Ly Agrlcrtture and Food AuthorltY

(AFA) durtng the yc.r #:ffi; *", pan 
"f 

;;i;."l ;f'Ktstrs' 2zo'000'fu1ttot"t"a to chemelll Sugar

Company for factory mstntenanca. Ihe ,rtnt.n"n."Ii"tAti pt""*O"a to end of August 2022'

rhe comoanY ic i6 default on principal roan repavmm"::11:::,},}u:;#Htlfffi:"?'#*[:"t^::1

il:,tj:":'::""'fffiT:ilfi:'.:il,'::ffl::1#ilil;;; ';tranzed 
bv the onsotnt sovemmsnt or

Kcnva,3 initiatlv€s towards prrvathation or trre coripa-nv .roigsiae otne, public suiar mllls which includes wdte

off the Company's lonB'term debts'

DEFERREDTN( UABITITY

Deferred tax is calculated on all temporary dlfferences

il;; i-Of n* n"t deferred tax liabllitv atvear end Is

J .-.. 6i6

undcr the llabllltY mtthod uslnS Ene etr'ir'rEe rc^ 'e!b'

ettrlbutable to thc follou'ing items:

YXx

n0(
xn(

2,706,490

(114,443,827)
?;9A68,L29

34

. .- '_ 
-..-.',-.* 
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Chemelll SuPr ComPanY Umlted

Annual Reports and Flnanclal Sutements

rortnc angcq runc 3V3.

Tax losses canled fort*ard
Provlslons for llabllitles and chargcs

xet dcferred tax llabllltY

iloIES TO THE F||{AIICIAI STATEME {fS (continuGdl

32 OEFERnEDTAT(LlABtUTY(Countlnuedl

Tht mo\,€mdrt on thc dcferrcd tax account was as follorys:

. ^- .L^ ar.l-e.A tra rmlnt l( ls follolts:
lllE atluYgallB.ll Yrr i.E

Ealancr at bcglnnlng ofthe Year

OGdlt to raralurtlon nc3crvt

Oefened blologlc.l assets

Under prwision ln Prlor Year

lncpme sutement ctrrrge/(credlt)

Belance at end of the Year

33 DEFERREDIN@ME

Prepald sugar sales

Prcpald molarscs crles

Total

34 TRADEAIIDOTHERPAYASIES

Tndc PrYaHes - cane

Trade payables - crcdttors
Accrucd expcnscs' PrYroll
Accrued apcnses-staff
Other payables

110,939,785 124,549,312

==:======-

{r00
(x)00

xxx
r=:aaE==-

(ruo()

108,021 917
2,917,E68

492.397,252
-^^.?a ataSav,rJrrl, r

1,215,t181,388,
5,154p37

136,089,651
2,169F78,/Ol

90,297,8!H
(7,928,687)

===:E.!E===:

(1,02r,564,483)
(114,443,8271

29,368,129

2,706,490

(1,103,933,6911

122,511.511
2,032801

T

xxx

xxx
€=st!Ell

xx)(
)ofi

t

335,393,195
297,096,915

1,072,264,885
5,359,093

134,849,948
1r835r9641039

vAl Pdydr,l€

35
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Semelil Sugar ComPanT Urnited

5 lnnu"r Reports and Flnrncial statements

the ended June 2022

PAYE PaYable

Wtfr PaYable
SDt P.Y.ble
ML peyrble
A.ctucd ta( Penaltles & lnterest

ro TII trll^ioAl JTATEME$rS (contlnued)

nErn8raoilT BEIEFr oBuGAnoNs

foltows:

7JI,i22

At 1st JulY 2021

Provision for the Year

Paid durlng thc Ycar

At 30th lune 2I)22

2:0/L

At 15t luly 2010

Provlsion for the Year

Paid durlng the Year

At 30th June 2021

844,663,250
!0,827,O23

474,L@,&7
L,627,322

L,313,777,324
3,il5A67,11o

s,815,045,511

==-==rfr€=

799,207,9O0

10,853,325
474,7A9,867

1,259,365

L,L49,275,9L2
3,383,246,142

5,219,210,180

=-gG-=='-

t
Ir
I
I
T

T

I
l
T

t
I
t
T

T

I
T

TheComperryoeEr.t6adefinedcontrlbutoryschemeforallmanageriaJemplweesengagedon.permanent
terrns. Mao{Gdrl employccs engaged .*.*"t1ttt t"''' t" 

"ntttt"O 
to ettiutty paymclt" Unlonisable

emproyeec are ertitrcd ." ,"h-rlr""iit"neftts uasea I'n ,"ttt "t 
tltiit' The liabilltv at the cnd of the vear was as

The company lrso contributes to the statutory Nationar sociar seqirity Fund.(NssF). Thts rs a defined contributlon

scheme registcred ,na", tr-Jlr.ilonal sociar se*ritv'i"tlile'*p.ny, obligation under the sdreme is limlted to

spedfic contributtons t"glrt.i"J fron.| time to ti." .nirs *r,eiirv tt rttttzoo per employe. per month'

,[,Sll,2l7
22,67L,6t2
(1,663,587)

35,s21 ,202

-===za3===

13,365,184
9,495,925

(7,347,892)

11,51?,217

-BEa=E-tat

191,629,243
42,?37,268

(23,037,506)

210,624,319

=2*z===*==

229,117,145
3,756,120

141,244,A221

191,629,243
#---a--'

206,,142,M
65,008,880

(24,701,093)

,4,6Ato,247

=-===EE===

242,1E2,r29
12,?5.7,O45

(48/591,914)

206,14?,,60

===-t-=:=

36 PROVISION FOR LEAVE PAY

B.lance at beginnlng of the year

Addltlonau(Reduction o0 provision at end of year

20,'129,OL7

14,834,518

21,922,108
(1,193,0981

kave Paid out or utilised during

Ealance at and of the Year

the Year

35,563,528
!r=fa=====!

20,729,o11
tga=====3EEC

36



Chemelil Sugar Company Umlted

Annual Reports and Financial Staternents
For the vear ended June 30. 2022

37

NOTES To THE HNAilCiAt STATEMEI{IS (Condnued)

38 NOTES TO THE STATEME,iTT OF CASH rlIows

Pranlslon for-annual leave pay is based on servies rendered by full-time employees up to the end of the year

DIVIDENDS PAYABLE

The balance of divldends payable relates to unclalmed dlvldends of 200V2002 financlal year, payable to ordinary
shareholders. The balance as at 306 Junc 2021 wa Kshs. 9,699,787 l20ZO: Kshs. 9,699,787).

(al Rccondlladon of operadrg proftV(locsl to cadr 3cnmted from.l(urcd lnl opcratlons

Operatlng profiV(loss)

Depredatlon
Nucleus Estate cane

Falr value (galn)/loss on valuation of blological assets

(Galn)/loss on disposal of flxed asset

Grant lncome

Earned interest income
Accrued lnterest expense
lnterest and penalties on tax and pcnslon arrears
Retirement beneflt Gxpltlscs
Staff leave provision
8ad and doubtful debt
Rcduction ln obsolesccnce provlslon
Othcr accrued expenres and provlslons

Operating proftt/(loss) More working capital changes

(lncrerse)/drrease ln lnventorles
(lncrease)/decrease ln trade rnd other rccclvebles
lncrease/(decrease) ln tradc and other payables

Cash gcnerated from/(ured lnl opcratlonr

(bl Analysls of changes in loans

Balance at beglnnlng of the year
Recelpts durlng the year
Repeyments durlng the year

(694,894,755)
158,790,O70

34,428,820

(106,870 056)
1,063,294

(18?,017,971)
(360,9741

22,516,936
174,888,966

65,00E,880
15,882,311

4,L37,012
(21,226,631)

0

(525,654,100)

(7,173,565)

81,786,621
598,757,998

t46.,726gst

3,646,614,091
286,850

(551,932,1561

154,804,063

88,637,039

(38,s69,783)

6,t74,775

(s18,630)
78,000,260

188,695,845
72,252,045
(1,193,098)

21,017,688

(44,526,430)

(87,1s8,384)

(54,934,250)
(114,(84,732)

243,150,919

(13,036,4471

3,582,742,5t5
0

(14,128,684)
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Repryments of previous yer/s accrued lnterest

Forclgn exchange (galns)Iosses

Accnted interest

Balance at Gnd of thc Yetr

I{OTES TO THE FltaANOAl STATEMEilTS (Contlnued)

:18 NOTES To THE SfATEMEitT OF CASH FtOlltlS (Contlnued)

(ct Anatysls of cash and cash equlvalents

Short term deposits
Cash at bank
Cash in hand

Balance at end of the Year

(dl Analysir of lnterest Peld

lntcrest on loans (note 14)

lnterest on bank overdraft (note 14)

Balance at be$nntng of the Year

Balance at end of the year (note 35(b))

lnterest pald

(e) Analytis of dlvldcnd Pald

Balance at beSinning of the Year

Paid during thc Year
Balance at end of the Year

Dividcnd paid

0
0

22,515,936

3,969,417,876 !'ffi,614p9l,

0

0
7&000,260

wl#38

41,681,834 (52,638,7191

=aasgSg==E=

22,5L6,936 78,000,260

40,944,227
?37,@7

22,516,936
1,019,697,219

(1,042,214,155)

==E==:=--!'

9,699,787

(9,699,787)

==E-tEgrr-

(53,634,083)
995,364

78,000,260
941,695,959

(1,019,697,219)

Ea=c=#EB

9,699,787

(9,699,787)

==E!EE!3IE-t
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(0 Anatysls of grent recducd

Total grant lncome during thc ycar

Paid directly to farmers

Pald dlrectly to ruppllers

Gnnt rccclvrd

NOTES TO THE FlrlAIlClAt STATEMEiIIi (Condnucdl

39. RETATSD PA.o.T'r DISCIOSURSS

(r) Go,ammcntof l(anya

L82,0L7,971

,rao nM ml
la{rJwvrvvv,

(43,117,97U

fhe Government of Kenya ls thc prlndpal shrrcholder of thc Company, holding 100% of the Company's

equity interGst.

Other related partl6 include:

i! The Parcnt Mlnlstry;
ll) County Govemment of (bumu
lil) f€V msnsgemenq
lv) Board of dlrectors;

(b) Trancrcdons wlth reletad prrtlGs

0

l) Grantsfrom tlre Government

Grants from Natlonal Go/t
Grants from County Govcmment
Donatlons ln klnd

Totrl

Dlrectors' emoluments
Compcnsatlon ts the CEO

Compensatlon to k"/ mensgcment

182,017,971

182,017,971

4,723,263
3560,232

'87,00c

4,723,263
3,370,232

Total

39

8,283,495 8,130,49s
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For the ended rune 2022

EEEE:=-
-g;-===

lu) CAPITAT COMMITMET{TS
-^, --J.--..r-i.haanrarrictnnhe<hacnmadeintheseffnancial Statementsare:

capltal commllrllSn(5 dl lllE YEdr- s[u rvr "rd!"'re rivireivrr

Amounts suthoflsed tnd contracted for

Amounts authorlzd but not contrected for

Less: Amounts hcludcd in Work in progress

Legal clalms a3alnst the Cornpany

Continlent liability provided for in the book at 10%

E3g*83=3E43

r9,2ffi611

(19,268,610)

ag-:=:=-

24,1t3,2t8

22,252,033-

122,232,O3rl.

!==ECIETIE'E

months.
t{oTEs To rHt irileiaCiAi 5;-iATEidEiiiiS iconilnued}

41 COIYNNGENTUABITMES

The company is a defendant ln varlous lltigations and clalms which arose in the ordinary course of business and

whose amounts are Shown balow:

243,732,L78 433,207,585

The capital commitm€n$ relate prlmarlly to lmmature bearcr plant which includes plant cyde su8ar6ne of 0 to 6

=--i==-==

43,320,758

=-t8-#=

47,

A provlsion of 10% (2021: 1006) of pendln8 legal c'talms amount has been made ln the books as the dlrectors

believc, based on lnformatlon cunently ariitabl" that the ultimate rcsolutlon of thesc lagal procecdin$ is not

likely to havc an effect in the operations of the Company drat ls materially at variance wlth the amount'

Golrcc(,ilL4rN
Ihe cornpany'r crrrrent liabillties exceeded its current assets by 5,664 milllon as et 30th June 2022 (?021: Kshs

5,033 mllllon). The Company inanrred a loss of Xshs' 695 million durin8 the year (2020: Kshs 551 mllllon) bringing

the armulativl r*, to xrir L,ggi ,,,,rrt" uv 306 June 2022. Ihe bulk of current and non'cunent liabiliti$ are

owcd to Kenyd Racnue Authority and commodltles Fund re3pccuv€h. The company has defaultcd ln repaYment

of loans and has not been coffisEnt ln remlttance of uxes due to cash flon constralnts arlslng from under

arare{trr aaortrlnnc hcr"atttc of suearcane shortaSe and factory inefficlencl followiry I years of operation without
vrr.-- - '' -

any malor mshtenance.

fu stbted in note 31, previous settlement demands by Commodities Fund has been neutralized by tfie government

of Kenya,s inlfisfives tOwards privatlz.tion of ttre company alongslde other public sugar rnllls' Privatizatlon is

cxp&ted to resutt lnto ln ection of investment funas into itt" t"ao,y to enhance efriclency of operations' The

process involves debt wriie offs and waiver of tax penalties and lnterest on outstandlng taxes to restructure and

make the ballnce rheets attracttve to prospective irrverioii. '!he 6cvcrnment ha: not rgvnkcd e letter issued t0

J
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aaiall lrraa 2ll AO??

K61q by National Trearury ln Deccmber 2015 puttlng on hold tax claims arnountlng to Kshs'l.g billion until

complction of prtvatlzatlon prociess'

Meanwhllg sugarcane devclopment and husbandry has geatly improved following S,overnment lnterventlon ln

defraving accumulated farmers arreirrs. As a result, cane suppiy to the factory has improved and the Company

annual loss has been on a general decllne over ttc years sin€e 2017. Consequently, even though the loss for the

year wa! sllghtly hlghcr than the prevlous year, a bener performance ls forecast for the following year. The

prospects have been enhanced by the major factory maintenance undet'taken at the end of the finandal year

under rwiew.

Above lnterventionr and proJected prospccts afflrm the Company's ability to continue in op€ratlons as a going

concern, reaiizing asseis anci dircirar6,irr6 iiairiiiiies i,i ile i,oii'i,al coui;e of its bu;il'lcs:.

I{OTES TO THE FII{AilClAt STATEMENTS (Conthucdl

43 TINA'{CIAL RIsK MANAGEMENT

The Company's activitles expose it to a variety of ffnancial risks induding credit and liquidity risks and effects of

changeS ln forelgn curren6y. The company's overall risk management progrilmme focuses on unpredictability of

chantes rn the busincss environment an<j seei.r tu rrrirriuriac iirc Fgt€i'tia! adveise effcct of ;uch i'i:k cn lt:
performance bV senlng acceptable lerrels of risk. The company does not hedge any rlsks and has in place policies

to ensure that crcdit is only extended to customers with an established redit hlstory. The Compant's financial

rlsk managcmcnt objectives and policles arc detailed bclowl

(i) credit risk

The Company has erposure to credit rlsk, whtch ls the rlsk that a counterparty will be unable to pay

amounts in full when due. Crcdit risk arises from cash and cash equivalents, and deposits wlth banks, as

well as trade and other receivables and avallable.for-sale ftnandal lnvestments.

Management assesrc3 the credlt quality of each customer, taklng lnto eccount its finandal position, past

experience and other factors. lndivldual rlsk limlts are set based on internal or external assessment in
L-. ^L- Jr--r--- *^ ^-^..-.r rraraarc.l lh ilra r?tt.maat af finaaai:l n6(ltlan

accoaudllce wlut llllllta tgl ul llrs utlqllvrt' rrig e'rrverrE r'e'r"rer

3re net of allowances for doubtfrrl recclvables, estimated by the company's management based on prior

experience and thelr assessmmt of the currcnt economlc environment.

The carrying amount of financlal asscts rccorded in the ffnancial statcmcnts representlng the Companfs

maxlmum exposure to credlt rlsk wlthout taklng account of the value of any collateral obtalned is made

up as follows:

\\

At 30 lune 2022

4l

Kshs l&hs l(shs



Chemelil Sugar Company Umited

Annual Reports and Hnandal Statemeflts
For the year ended June 3Q 2022

Recelrables tom exchange transactions
Recelvables from non+xchange transactlons
Eank balanccs
Totel

At !l0tune 2021
Rccelvables from exchange transactions
Rccclvablcs from non-exdrange transactions
&nk balancls
Total

474,218,18
286,538,667

N,94p',227
80u01,023

t186,411,187

352,751,916
(53,632,583)

l8r,ilo,szo

27,644,L04
221,135,103

40,944,227

289lAtA3d

39,682,(x]E

291,650,518
(53,632,583)

tn,6xt,94l

{/;6,574,0?5
55,403,564

0
511,977,589

446,574,025
65,t003,564

0
511,977,589

446,729,179
61,111,399

0
fi7,8,40.,577

4$,729,r79
51,111,399

0

so7,84o,577

Thc customefi under the fully performing €ategory are paylng their debts .s $ey contlnue trodlng. The credlt
risk assoclated wlth these rccelvables ls mlnlmal and'the allowance for uncollectlblc amounB that the
company has recognised ln the ffnanclal statements is considered adequate to correr any potentlally

lrrccovcrable amounts.

iIOTES TO THE FII{ANCIAI STATEMEiITS (Contlnued]

43 FINANCIAL BISK MANAGEMENT (Contlnued)

At 30 tunc 2022
Trade payables

Employees'dues
Tax Arreers
Other Payablcs

The @mpany has significant concentratlon of credlt rlsk on amounts due from farmers ln relaUon to arnounts
advanced for cane development. Much of this has been provlded for.

The board of dlrectors sets the company's credlt pollclcs and oblectivc! and lays down parrmeters wlthln
whk*r thc varbus aspects of credit rlsk manaSement are operated.

ll) tlquldlty rlsk manegcment

Ultimate responslbillty for liquldity risk management rests with the Compan/s directors, who have built an

approprlate llquldity rlsk management framework for the manatement of the Company's short, medium and

long-term fundlng and liquidity managemcnt requlrements. The Company mana3a liquldlty rlsk through
contlnuous monitorlng of forecasts and actual cash flows.

The table below represents cash flows payable bv the company under nondertuative finandal liabllltles by

thelr rernelnlng contractr.lal maturitles at the repordng date. The amounts disclosed ln the table are the
contractual undiscounted cash flows. Balances due wlthln 12 months equal thelr carrylng balances, as the
lmpoct of dlsdcuntlng ls not slgnmcant.

30,475,148
19,022,603

(43,466,355)

30,0@,ofi,
41,425,443
7L,766,524

(43,456,3551

782,U2,426
1,148.,745,733
2,2/rc,9q),658

232,722,L47

812,842,426
1,220,*6,324
2,331,689,786

1'f5,789,438

,tt
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Cunent portion of bonowlngs
Prolrlsions

Defcrrcd lncome
Employee benefft oblltatlon
Total
At itOlunc 2O21

Trade payables

Employcas'dues
Tax Arrears
Other Payables

Current portlon of bonowlngs
Provlslons

Deferrcd lncome
Employce benefit obligation
Totd

NOTES TO THE FUIAI{OAL STATEMENTS (Comtnuedl

43 FII{AltlCUtL RlSf MAI{AGEMEI{T (Conunuedf

(llD Markct rbk

53,9t1,224.87 42,U73L2 527,529,976

45,443,971 16,985,659 2,171,540599

286,850

20(D0,000
2,950,000

35,268,246

6e'+oo,ooo
23,85O,q)0

L85,975,613

1,349,340,853

22,539,785
219,650,247

5,996,741.849

286,850
1,349,34O,853

110,939,785

246,45O,247

6,217,985,708

623,490,112

t\077,623,979
2,233,970,229

1114,549,735

0
1,170,004,923

124,549,?L2

206,142,460
5"580,330,750

xx)(

ux
xp(
xrfi
xn

,oo(

xxr(

x)0(

)ofl
xtot

rco(

nq
xrc(

x)0(

xxx

The board has put ln place an lntcrnal .udlt functlon to asslst lt ln assasslnt the rlst hccd by the cntlty on an
ongolng basis, evaluate and t6t the deslgn and effestiveness of tts lnternal accounting and operational
controls.

Market rBk i3 tha rlsk arislng fron drangcs ln markct prlccs, such as lnterest rate, equlty prices and forelgn
exchange rates whidr wlll affect the entity's lncome or the value of its holding of financial instruments. The
obJcctlve o,f market rlsk manrgcmcnt ls to menltc rnd control markct rlsk cxposures within acceptable
parametets, whlle optlmlslng the retum. Overall responslblllty for managlng market rlsk ress with thc Audit
and Rbk Management Commlttcc.

The company's Finance Departrnent is responslble for the denrelopmcnt of dctallcd rlsk management policies
(subject to review and approval by Audit and Risk Management Commlttee) and for the day-today
implementatlon of those polldes.

Tlnre has becn no chan6e to thc enUV3 axposurc to mrket rlsks or thc manner ln whlch lt manages and
measures the risk.

rl Forcl3ncurrcncyrlsk

The Company has traosactlonal currency e)eosures. Such orposure arises through purchases of goods
and sewlces that are donc ln o,rrrendes other than the local cur€ncy. lnvoices denominated in foreign
currendes are paid after 30 days from the date of the lnvoice and conversion at the time of payment is

done using the prwalling erchan8e ratc.

The carrying amount of the Company's forclgn currcncy dcnomlnated monctary assets and monetary
liabilities at the end of the reportlng perlod are as follows:

li

t

I
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The Compeny manages foreign excfrange risk form-future commerdal

- L.. --^r^*r^' r^, .",."cred sales proceeds and matching
eno llaolllttc5 uI Pr vls*rr'b rY' -"r-

transactions and recognlsed asets

the same wlth exPected PaYments'

IOTES TO THE FINANOAI STATEMENTS (Contlnued)

43 FINAI{CIALRTSKMANAGEMENT(CONIINUCd}

Lr t-.^.a.+ t?te flsk
',t 

l'rs!'!"

lnter€st tate rlsk ls the rlsk that the company's financlal condltlon may be adversely affected as a result

ofchangeslnlnterestratelevels.il"*,p.ny',tnterestrate-rtsiaasesfrombankdepotits.Thlsotposes
the company to cash no,, fnt"r"ri'l"ie-if'ft' itt" lnterest ;;k ;"sure arlses malnly from lnterest

"t" 'oJ"*Lnts 
on the compant's deposlts'

Monogdnentollnterest rote risk . --^-^-^-r h'e an.eavollred to bank wlth lnstlt,tlons that offer

Toman|gethelnterestraterlsk,manaSementhasendeavouredtobankwlthln
favourable lnterest rates'

At 30 lune ?:022

Finandal rsets
lnvestments

Cash

Debtors

Financial Uabilitles

Trade and other PaYables

Bonowlrgs

Net foreign currency asseV(liabllity)

Rsraluat!(n reserve

Retalned arnlngs
Caplul reserve

Total funds

Total borrowlngs

1E5s: cash and bank balances

Net debt/(excess cash and cash equivalents)

^- ^^-d-r.a ,G a g.line
lts aOllltY Lu wle"es

(8,298.606,998)
21,,,,sgt,620

ItA7zA7L,;rzl

3,645,614091

52,638,719

2 Goo rB2310are-Jr*' .

iv) GPttal Risk ilanagement

The obiective of the Company's capltal rlsk- rnanagement is to safeguard

concern. The Company capltal structure comprlses of the bllowlng funds:

,- A^- ?it tCrl
lotJJSrJvLrt r"

21r,,591,620
(4,16?.365,9081

3,669,417,876

(41,681,834)

l,6ztrltotl,.l4
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$7Lfi
Gearlng

4 lNcoPoRAflOl{

The entlty is lncorporated ln Kenya under the Kenyan companies Act and is donrlsiled in "^enya'

45 N'EilTS AFIERTHE REFORTING PERIOD

There were no material adjusdng and non- adiustlng wents after the reportint period'

/16 CURRENCY

The flnandal statements are presetted ln l(enya shllllngs (Kshsl.

1531%

APPEI{D|X 1: PROGRESS ON FOUI)W UP OF AUDITOR'S RECOMMENDATIONS

Thefollorlnglstlresummaryofissuesralsedbytheexternalaudltor,andmanagement@mmentsthatwereprwldedto
the audrtor. we have nomlnated focar persons to rcsorve the yarrous rssues as shorn berow wrth the associated tlme

frame wlthln whidr we a<pect the issues to be resolved'

REPORT ON TTIE FINANOAT

{

Gabrlcl
lffariBreso,
MrnrSln! Dlt"ctor
(Arl

zqZLnO?l} I'ln nciai BeF,]t

acknoxdcdtw the qrnent inan&l
stetrr and firurn oudook of thc

Company and oudlnlng the mercure!

out ln gl.ce to ensurc condnultY a3 a

golng *t*"rn lnto ths forcrecable

futrre

ln thcbaenNo.Notr i[1

@oolm:
Management has not dlsdosed ln

the financlal statemeoB the

m8terlal unert lnty ln relstlon to
golnS concem and mltlgatng
'reag,,tO tO llver!€ the

undcslrabl€ Precarlout financial

coltlgM.btbl Ulsrtrhy on1

Emmenuel Ntah,
Hctd of Flnancc

These resuttcd from rechsslf,catlonr

made as the @mPary ldoPt'd ttlc
format rccommended W Natlonal

. . r. -L .L^ l-^.6.
lEasury ln wltrLrl urc rrrw'r'e
gtet ment Pre3entl co3B'bY oQense

typc' as oPPoscd to 'bY funcdon''

Odrcrs rrot! fiom Prlor Year

r$tltementt erglatned under n@
30. The dctallcd cxPlanadons werc

tfic llnendal ttgtGm.nt! end the

hdgon
some comParatlve balances

dlffercd wlth fte audlted flnanchl

*atementt for 2 ol9 nozo w

Unncondhd betwecn

Re30lvedSTlmanrrcl Ngala,

dtne
r--t.,r^I

lCuBEl t llEleusu ill.r*m.^keure.....e..-

aftcr draftTtrc balances of various acount
in the nclal

2
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3

4

WCTC rubmltted.slatrmGntlfinanclal
agncdstatcrEnt3flnanclalffnalThcfor aud$rbdger balances

rtatement3 wlth the

ResolvedEmmanuel Ngah,

Hcad of FlnancrThe total dePrecladon for tha Year

was Kshs.154,8o4'063' The Portlon

.tttfUut.a to admlnlstratt'on Kbhs'

38,308,593 was includsd amon8

ii^rnrrtt w" expenses' The

'.,-.-... ,AE r?n relates tONilt.tlur+r;rrr
.iiut .Ltrng, agrlcuturle rnd

marketlng a nd dlstrlbution'

19 ProPertY, Plant md EquiPmcnt

[nects OePrectltlq1 amount of

rch. 154,804,053 rcrulting in

unexPtatned difierence of

|Ghs.116,495,370

ResohedEmmenucl ilgala,

Head of FlnrncrThc schedules have been avalleddcbts:
MansgcmGtlt did rct Prcvlde

sgemt anatPls of snontng detaiis

oi UL long outsendlnt debtor

and lndketlB cortesPondlB bad

and doubt'ul debt Pro'blons
ioallng Kshs-21,017,688 lndudcd

ooubtfulBad and

ttcsoivedGrollne ondltl
Flnrnclal
Accountant

Thc lournal vouchers have been

avalled.

nancnuc:
Ttre rhcdutc suPPortlng rcvenues

fJuded an adlustment of

Kshr.19,91&870 whldl hlve not'

b"an tuPPort"d whh aPProved

ofUnnrpported rdlustmentl

ne5(,lYcuStcph?n Aluoch,

MamEcmont
AEGqunt.nt

u,a3et

tielnhcludedwerc IaterassetsThe
forschedules QxceptPPEfinal

Xshs.ofVAT pordonclalmable
r.vlsedTh€not capttallsed.932,761

the asset3lncludtngscheduhPPE

omirslon of PrqertY,
EqulPmem:
Radd, of documcnts relatlng to

asseB acqulrQd'during thc Year

rcveshd that assets worth

Xeh3.5,31O,429 werc omitted from

$e PPE schedule thcrcby

PLnt and
6

l(45(rlY€uEmmanuel Ngrla,

Hcd of FlnencrParasraph 1$ of IAS 38 rcqulnt

iildt* of spectfied lniormadon for

eactt clas of lntandbtc sssct3

recognhed bY the entltY' Howcvcl'

ii" -c"rp"nv had exPensed tha

acoulsition cost of the 9'n SFtem

;:; L was lnstalled ln 1999 and

P"rarraPh 71 and 76 ol lAs 38

-iiiori, recogrltlon ol prevlously

l*"t"d c*d.. Part of tlt cost of

],Jlt*ngiur" .t,.t' Accordtntty'

J.nr""r"nt consldered lt

i".pplopa.,. to capltallze uPgnde

;;'"i an ttem that wa3 already

ar3Gt3!

tt w'3 noted that tle compeny

contrasttd a local comPanY for

uorradc of ttrc ERP systcm at a

.Jil @st of Kshs.4,439,@8'

i**.t, th? 3oftware uPgade
i,-r-r4l ^-^*brHanexDenses dllo fGrclsv errrw' sluvY''|

corB ,r"t" not reported in the

fioancial statGmentt as requlred

under Paragrafh 118 of IAS 38

UI7

I
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Rwised *heduie ayeed wfth finandal
statements uls provlded

isarc Chcpsiror,
ASdcuttr r
Scrvlan
aot|ntry* (Agl

f;esotved

Unrugportrd Behncu
8.1 Cano Devrlopment LoaE:
iiute 23(ri) rcffi a bahnce oi
Xshs.429,2{931!, but thc
$ppordnt schedul* showcd r
balance of tGhs.433,330,703
resultlng ln unexplalned varlance
of Xshr"4,273,799.

The rnatysls wrs prcparad rnd
prwkled

$tavcn Aluodr,
Man6rnrnt
Aacountant

Reeohrcd

I

8.2Ter Rrcoverabh
JUpliIurl, lrouut3tBnuS (,t analySt5

ol Kshs.15,183,5{1 recorrabla tax
undcr notc 2tl war not provlded
foraudlt rwhw.

Eil [lldr ]uEt lrtdta,
Hcrd ofFhanca

l115rrtYcu

9 lrrugrler Ofit tilng of Brnk
Balancc*

-ta.--.- -i-rarl€ tEkrlllErll Ul lllldlll,lrtl PUtlU(,ll
reflecB a negathc carh rnd bank
balancc of Krb.52,638,71!l whlct,
ar dlscloscd ln Notc 26 lncbdcs r
ncgattvc bank balancc of
Krhs.53,632,583. Thc ag$l$tcd
ncgatlvc balancc wrs as r resuh of
ra *6wla* 

^, 
Y.lr. OE lar G<t t-v. ru.rr'YJr-YryvJ...1

KCB lGumu Proffi 2 lccount as
reflectcd ln NoE 26(r) b the
flnanchl statrrnents. Thls
trrrtment b contrary to Paregfaph
32 of IFRS I whkh rt tt3 th.t an
cnuty rhall not offret a3$ets and
habllltler or lrrrrlrp *rrl errrnsx.
unles requlred or permfited by an

IFRs.

Thls riet<ifr did rrrt ailtourit ti
ofi:cttlng of an .3sct.g.hn . lhblllv.
Thc negathrc cash book balancc wrs
not .n onrdnft bcousc $G
correrpondlng b.ok stetcment wat
posltirrc !i tt that datc.

*r LrrL xarilldaa #^-^r& ^.r rrb gg.an

rt 30 Junc 2021 show ttat thc c.th
book h.d ncorded chcgucs for
farmers tnd tran porttr that were yet
to be lll€llcd pcndlu rccelpt of
fu rther qrbmcr dcportts.

Thh tr?..tmrnt th+ .nfnp prqantcd
thc subltencr rethcr thrn tJrG mc'r
form of tha fansactbrrft n hnces.

EmmarfuelNgalr,
HcrdolHnanca

Prullnc Akello
L.3rl Srrvlcrr
M.n{crlAS,

Resolved

Unrerohed 30 Jun

2:023

10 tons OrtttildftA Eorowlryr!
ThG lorns advanccd by
Commodltles fund and state
dcpartmcnt of crop dwclopment
tot llng outfindlng tt Krhr.
2,6268L6,872 ln prlndpal amount
and rchs.L019,5922r9 ln
accumulated lntGrest was long
olerdue whh no repayments
durlng the yerr under reYl€w.

Furthcr, Manrgement dld not
prwlde egrecment! for
outlt ndlng loans totallng
Xshs.426,476,0m dEbursed
bctrrcen Junc rnd Norcmber
2m6.

loan reMdng *as afftcted by thc
compen/r o$ f,ow aon$r.|fig
whlch was ophlncd bo$ 6rou8h
rncethgr end h urtdng b ttlr
crcdtbr. A rtD.ylncnt ldrcdulc w[l
bo rBrrcd upon rutumpdon of mllltng
after frctory malntGnanc. planned for
June 2022

Glven the agr of thc loans, tfforE to
rctrlanc thc doanrnenB harG not been

tucc$sfu1. Wc wl[ reck tha
assbEnce of thc countlrFrty.

Emmanuel Nrala. Resolvcd

Budgetary Control and
Perforrmnce:
The statement of comparatfue Belm a commerrial entlty, tht
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I

REPORT ON THE AND EFFECNVENESS IN USE OF PUBUC RESOURCES

llead of FlnancaCompany's revenue and exPendlture

levels are determlned by operatlonal

and buslness clrcumstances,

Although the ComPanY dld not

achieve tts Productlon and sales

targets, it produced and sold tts S-year

highest volumes and reported its 5

year lowest loss.

budget and aatual amounts

rcflects flnal recelPts budget and

actual on a comParable basis of
Kshs.3,386,021,300 and

Kshs.2,259,890,281 resPectivelY

rcsulting to an under-fundlng of

Kshs.L125,131,019 or 33% of the

budget. SlmllarlY, the ComPanY

expended Kstrs'2,809,17Q856

against an apProved budget of
Kshs.3,359,rt88,33tr resulting to an

under+xpcnditurl of
Kshs.550,317,475 or 16X of the
budgel The uoderfundlng and

underperformance affected the
planned actfuitle, and maY have

lmpacted negatlvelY on servlce

deliverv to the pr.Slic.

ResolvedEmmanuel Ngala,

Head of Flnance
This was caused bY a delaY ln

completlon of a major uPgnde

exerclse of the ComPany's flnanclal

rystem software, the Sun SYstem,

undertaken durlng the flnanclal year

2O2O|2O2L. The uPgrade was

completed and slgned off on 21st

August 2021. The exercise took longer

than earller anticlpated because the

Company's vealon 4.25 of Sun SYstem

was a rnuch lower version below the

latest 5.4 as Sun SYstems had

undergone several upgrades slnce the

Company lmPlemented lt
Consequently, the exerclse turned out

to be a maior process computerlzatlon
rcise.

Late submlsslcr ot
Statcments:
Durlng the year under revlew, the
Management ol Chemelil Sugar

Company submEted the financlal

statements to tlE Audltor€eneral
on 29 October 2021, one (1)

month after the statutory deadllne

of 30 Septembel 2021 contrary to
Section 47(1) ol the Publlc Audit
Act, 2015 whhh requlres that
finandlal statements should be

submltted to tlE Audltor4eneral
wlthln three mmths after the end

of the flscal ycar to whlch the

accounts relate,

Financial1

RercfuedEmmanuel Ngala,

Head of Financa
The statement of changes ln equlry

was lncluded on page 3 of the flnanclal

statements. However, the title
'statement of Changes ln Equlty' was

lnadvertentlv mlssing from the flnal

Noncompllance to the Prescribed
format:
The finandal statements
presented did mt comPlY with the
format prescrlbed bY the
lntemational Flnanclal Reportlng

. Framework as they did not lnclude

2

r 1 1;1-; ;)irr1.,r:!l ;l' ir iiiir,1, r\,t;li,i"! 1i,1:11pj;r!ii1:irli {.liilrlr-,ri'

, ";i:l ',.'"t' ,,.r r.''r'

i. .-..{"ii'r: )i-'

*i'lli

:,!
ii"
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the statement of changes ln equity
as well as the statement on follow
up of auditor recommendations.

print. Thls has been corrected.

The report on follow up of audltor
recommendations has been lncluded

Japheth Ojwang',
Supply Chaln

ManaSer

Resolved

3 Non-compllance wlth Publlc
Procurement and Assets Dlsposal
Act, 2015 and Regulatlons,2O20:
It was noted that Kshs.2,094,180
pald to M/s General Auto
Hardware for the supply of various
items were incurred through direct
procurement contrary to
Regulation 90 (1) (a) and (b) of the
Public Procurement and Asset
Disposal Regulatlons, 2020 which
requires the procuring entity to
record the reasons upon which it
makes a determlnation that the
relevant condition set out ln

sectlon 103 of the Act has been
satlsfied and that the accountlng
offlcer shall, withln fourteen days

after the notiflcatlon of the award
of the contract, report any direct
procurement of a value exceeding
five hundred thousand shillings to
the Authorlty in a format provlded

by the Authority.

Under sectlon 103 of PPADA 2015,

Single sourclng ls lustified under
clrcumstances where the item ls

urgent or there ls a catastrophe or
natural dlsaster and the purchase

must be hastened to avold or reduce
posslble losses. The supplier must be
prequalifled and the prlces are wlthln
the market rate.

The ltems ln question were urgently
requlred to flx sudden factory
breakdowns but were out of stock and

were not avallable ln the shops of all

other prequalified suppliers because

of import restrlctions lmposed durlng
the Covid 19 pandemlc. General Auto
Hardware Ltd, based ln Klsumu, was

ldentlfied as the nearest supplier wlth
the items ln stock. Thls was dully
reported to the authority in the
prescribed format withln the requlred
tlmeline.

Japheth Ojwang',
Supply Chaln
Manager

ResolvedDue to lntermlttent stoppages of
milling operations, the Company has

had problems with lts successlve
packaglng materlals suppliers. The

suppliers decllned to supply the
Company's orders and resorted to
court to recover thelr dues. Glven that
this ls a critlcal ltem for the productlon
process, Management had to
approach the suppliers for out of court
settlement and plead for contlnued
supply.

When the Company put up a tender
afterwards, they dld not partlclpate. ln
another subsequent tender, only one
responded and was awarded.

Unfortunately, just after placing an

order in February 20L9, milllng
operations stopped due to lack of raw
materials. The supplier manufactured

4 lrregular Management of Supply
Contract:
Durlng the year under review,
Management engaged a supplier
for the supply and delivery of
50kgs sugar bags and sewing
thread at Kshs.44.51 per piece

which was based on a contract
slgned between the supplier and
the Company on 28 February
2019. The supplier had been

issued with a notiflcation of award
28 February 2020 being renewal of
the existing contract for a period

of one (1) year under the same

terms of engagement.
However, revlew of payment
records revealed that the firm was
paid an amount of
Kshs.18,311,228 before making
deliveries contrary to the terms of
the contract Clause 3.1 which
stated that payments shall be
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The tender docrrments supportlng the

prlce of Khs. 4620 haw been

provlded to the auditors'

subsequmt

later

orders
they beglnbeforeforpald

---.'Cr*rdaca l acrlsrsbrB. .. r4

acceptance of the goods.

Further, lt was noted that the flnn

adJusted the PrlcE uPwards Per

plece to Kshs.46.20 effectlve 1

March 2021. Ahhough

Management exPlalned that the

prlce of Kshs' 46.20 was effected

after tenderlng for the Packaglng

materlals, no documentary

evldencc was Provlded to suPport

made after and upon

Constance
Webale,
Head of Human

Resources (Ag)

rL^ Daarr{ af nlrDrtnri had
a aae gusrs

commenced a recrultment Process to

competltlvelY flll the Posltlon of

Managlng Dlrector wlth an advert that

"oo".i"d 
ln the KenYan dallY

nl*rp.p"tt from 27th MaY 2020'

Applicants were shortlisted for

tntlrvlew but a circuiar ref:

MOATF&UCS/ADM/30 dated 7th Julv,

2020 ftom the Gblnet SecretarY,

Alrlculture, Llvestock, Flsherles and

doperatlves (copy avalled) lmposed

an embargo/restrlctlon on

reer,-lltment and prornoUons. The

Board was later dlsbanded through a

gazette notlce dated 3rd Autust, 2020

before comPledng the Proces

The company sought permlsslon from

the Mlnlstry of Agrlcutilrg thestock'

Flsheries and Co-operatives to resruil

for 46 PoslUons throuSfi letten dated

25th June 2OL7,22nd Norembcr 2017

and 19th December 2017 but onlY

nlne (9) crftlcal vacant posttlons were

grantld as per thelr letter of approval
-dated 

Znd March 2018 (cogy avalled)'

The company went ahead to advertlse

above nlne aPProred PostUons

through the local Standard Newspaper

dated 21st November 2017 (coPY

shord,stedthereafterandavaltedI
rrurthents

Resource Pollcles:
Heview of tire ui8ar-rizatiofi

structure of the @mPanY revealed

that keY management Posltlons
lncludlng the tvlanaglng Dlrector

were on an actlng caPacitY slnce

May 20U.

Further, thlrty-ttrree (33) staff

members had been aPPolnted ln

an actlng caprcltY to varlous

posttlons wtthln the ComPanY for a

perlod of more than slx (6)

months. Thls ls contrary to the

Human Resou;Ee Pollcles and

Procedures Mtnual sectlon C

(la}(ll whlch ttates tjlat actlng

allowance wlll oot be PaYable to

an offlcer for more than slx (6)

months.

Non<omPllance wlth the Human
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after mllllng oPcratlons wer€

susoended. Although mllllng har slncc

resumed, the level ol operadon was

stlll below cO6 capaciry due to fustory

"mJ.n"V 
hvels and the @mPanY onlY

,rn g"i to PaY 5(}?6 olsalarles due'

Meanwhile. these vacant pcsltlons

i.J to be maflned PhYslcallY bY

e.ployees to Gnsurc smooth

op"t tions hence the actlng

wlthcould not proceed lgtervlerrrs

REPORT oNEFFECI|VENESSoFINTERNALcoNTRoLs,RISKMANAGEMENTANDGovERNANcE

6abr{el
NyanSwelo,
At. Maneglng
Dlrcctor

1

Revlew of the Sovemance

structure rcvealed dtat the

CompanY operated wlthout a

Board of Dlrectors slnce the term

of the Prevlous Board ended on tti
Juty 2020. ln the clrcumstances'

the @mParry wat unable to

constlfirte Board sub Gommltteg

ir.f, .t Audlt @mmlttee, HR and

Flnance Commtttee and Strategy

--i r^rlrntarl Cnmmittee tO
alalu l9l"I'*'

orovlde overslght to Management

"cfrftf"t 
ln ltne wlth Sood

corporate governa nce Practlces'

Bo.rd ofFuncdonall.adt of e

Dlrcctors. The @mPany's Board !'a! ft'lly

constttutcd wlth all lB commlttees

undl the dat€ that the Dlrectory

aooolntment was revoked W $e

c.Lrn"a Seoctary ior Atrkuiture'

uvestock and Cooperatlves vlde the

Xenya Gazette rx,Uct dated 3rd

lugust 2O2O to take effect from 15th

tuty ZOZO. The understandlng B that

Dlrectors remaln acrountabls for thc

affalrs of the comPanY durlng the

perlod of thc financlal when they

served ln the Board uP to th€ datc of

revocatlon of thelr aPpolntments'

sl
t
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basls of verlf,able events and

transactlons recorded ln the books of

the CompanY. NormallY, the same ere

presented to the Board for dlscusslon
-.- r ----^.-l Lr^r.dr6? +ho Raarrlaltlu dPPrvvcr. "v"!is"
was dlssoked durlng the ffnanclal and

was not avallable to approve the

financlal staternenB and reports for

the year ended 30tlr June 2021' The

statements have therefore been

-r--^J L., +ha A.ilha ltrlaneplnq!r6[Eu e, ' rru"o

Dlrector on thelr behaff.

rha Clnrnelll
Lris ....-.'-r!.

reports on the
P. CPet svNlallaBElllEllL

and annualstatemenB

Responslblllths wetn slgned by the

Ag. Managlng Dlrector on behalf of
the Chalrman. ln addltlon, the

Statement of DlrectorC

ResFonslhllltles tndlcates that the

flnanclal statements were

approved on 21 SePtember2O21,

Board report and

statement of Dlrectors

Unresolved 30 Jun

2023
Jacquellne
Kotonya,
lnternal Aldlt
Manager (Agl

The AnnualAudlt ptan 2o2ol702lwas
-^-rarrarl hw tha Ao. ManarlnEsPtrr v.!e - t

Dlrector after the Board was dlssolved

effective 15th fu[ 2020. Before then,

the Board Audlt Commmee was ln

place.

lndeed, the lnternal audlt sectlon

alanncd lot 24 audlts durinC the

flnanclal year 2O2Ol2O2l. Along;slde

thls was a plan to recruit addltlonal

staff to strengthen the lnternal audh

team that. was to lmPlement lt'
However, recruEment of additlonal

staff was not posslble after the clrcular

ref: MOALF&C/CS/ADM/30 on

freezlng of emPloYment from the

Mlnlstry of Agrlculture, Llvestoch

Flsherles and Ceoperatives dated 7th

July 2020. Thls affected the

lmplementatlon of the Audit program

for the year. The audlt of costs for

contracted staff was dulY comPhted

and submttted for lmplementatlon'

The sectlon also canled out three

lnvestlgatlve audlts durlng the year'

Management ls Pursulng aPProval

from the Mlnlstry to address

the

Lack of Eflectlvc lnternal
Functlon and Audt Commltteel
Revlew of the 2020/2021 wo*
rlrn rq-,olcr! thrt the lntcrnel
P'e...-.r.re

Audlt dld not have an apProved

work plan.

Further, the lntcrnal Audlt had

targeted to audlt twenty-four (24)

audit areas but covered onlY staff
costs for contract€d empioyees. it
is not'clear whether a draft rePort

of 246 September 2020, PrePared

by the departmeat was Presented
to Managtment for
lmplementatlon of lts

Tqqr-rmmendatlons. Further, the

appolntrYlent of all Audlt

Commtttee Mernbers laPsed on

22d July 2020 and hence the

Company oPerated wtthout an

Audlt Commlttec durlng the Year

under revlew contrary to sectlon I
of Mwongozo corie of Governance

for State Corporatlons Guldellnes.

Sectlon D 11 states that an

organlzatlon must establlsh an

Audlt Commfttec ln addltlon to a

.maxlmum of three other

commlttees.

Aridlt

RcsolvedEmmanuel Ngala,

Head of Flnancc
The Company's sales are largely made

on cash basls wtth the only exceptlon

molasses saies to Lnemlcal

Debt ManagemQnt:
The trade and other recetuables

balance in note 23(b) include trade
of

3
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and Flnance Company whbh ls o state
corporatl,oh. The old tradc debton
are hlstorkal bahnceg whlch arose

more than 5 yean back when the
Coqrpany had credlt sale

arrangements. Provlslons have been

made ln the books br these amounts.

Management has slnce developed a

robust Creciit Manaternem poiicy

document to tulde on engatement
wlth customers, monttorlng and
collectlon of debtr as well as

provlslonlng and wrtte off doubtful
and bad debts. Thls wlll be put lnb
tull use upon approval by the Eoard of
Dlrectors.

Kshs.57.151,868 out 'of whkh
recetuabhs amounUng to
K3hs.47r4SS,411 (or 8396! were

more than 120 days old whlch
casB doubt on the effectlveness of
tte debt manatement of the
Company.

Ag; Managlng Dtrector\
L P(A+nrtk
(Et rlr"i"" "itr* ir.J-\

o"te ?.g*le.gIe"?"g

p{}1S1..^t

0.t" . .. ? +-.1.p.g/.?,r, g
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