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SIMLAW SEEDS COMPANY LIMITED
BEPORT OF THE DIRECTORS
FOB THE YEAR ENDED 30 JUNE 2015

By Order of the Board

ROS CAURI
Se

Dat

The directors submit their report and the audited financral stalsments for the year ended 30 June 201S,
whrch show the stiate of the company's atfairs

2
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PBINCIPAL ACTIVITIES
The company carnes out the busrness of rmporttng, production and distnbutton ol seeds.

COMPANY RESULTS
The resutts lor the year are set out on page 7.

DIVIDENDS
The directors do not recommend the payment ol a dividend rn respect of the year ended 30 June
2015.

RESEBVES
The reserves of the company are set out on page 8.

DIRECTORS
The directors who served dunng the ysar and lo the date ol thts report were. -

Lawrence Njiru (Chatrman) - Appotnted on O4.OZ.ZO14

David Krplagat - Appornted on O4.OZ.ZO14
Managing Drrector- Kenya Seed Company Ltmrted
Managing Drrector- Agncultural Development Corporatton
Pnncipal Secretary -Ministry of Ftnance

6. AUDITORS

The Audrtor General rs responsrble for the statutory audrt of the company's books of account rn
accordance wfth Sectpns 14 of the Pubhc Audit Act, 2003, which empowers the Audrtor General
1o audt the accounts submitted by a state corporatron, €xpress an oprnrcn and certify the result
of examinatton and audts.

e
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SIMLAW SEEDS COMPANY LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES
ON THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year,

which give a true and fair view ol the state ol rinancial affairs of the company as at the end of the linancial

year rid ol the operating resutts Jor that year. lt also requires the directors to ensure the company keeps

fiioper accounting ,ecoids, which disclose, with reasonable accuracy, the ,inancial position ol the

tompany. They are also responsible for safeguarding the assets ol the company.

The directors accept responsibility for the annual financial statements, which have been prepared using

appropriate accounting poticies iupported by reasonable and prudenl judgements and. estimates, in

cbi,Oimity with tntern'aiionat Finaniiat Beporting Standards and the requirements of the Kenyan

Compani6s Aci. The directors are of the opinion that the financial statements givB a true and fair view of

tne state ot the financial affairs ot the company and of its operating results. The directors furthor accept

responsibility for the maintenance of accounting records, which may be relied upon in the preparation ol

,inancial statemenls, as well as adequate system ol internal control.

Nothing has come to the attention of the directors to indicate that the company will not remain a going

concern lor al least the next twelve months lrom the date o, this statement.

Director

Director

Date
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REPORT OF THE INDEPENDENT AUDITOBS
TO THE MEMBEBS OF SIMLAW SEEDS COMPANY LIMITED

REPORT ON THE FINANCIAL STATEMENTS

We have audiled the accompanying tinancial statements of Simlaw Seeds Company Limited, which comprise
the company's statement of financial position as at 30 June 2015, statement oi comprehensive income,
statement ol changes in equity and statement of cash flows Jor the year then ended, and a summary of
signiJicant accounting policies and other explanatory notes, as set out on pages 6 to 32.

Directors' Responsibility for the Financial Statements

The company's directors are responsible for the preparation and fair presentation of these financial statements
in accordance with lnternational Financial Beporting Standards and in the manner required by the Kenyan
Companies Ac1, and lor such internal control as the direclors determine is necessary to ehaute tne preparaiion
of tinancial statements that are free from material misstatement, whether due to {raud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial slatements based on our audit. We conducfed
our audil in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are lree lrom material misstatement.

An audit involves perrorming procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our prolessional judgment, including the
assessment o, the risks of material misstatement oI the financial statements, whether due to fraud or erior. ln
maklng those risk assessments, we considered the intemal control relevant to the company's preparation and
tair presentation of the financial statements in order to design audit procedures that were appropriate in the
circumstances, but not for the purpose of expressing an opinion on the eflectiveness of the company's internal
control. An audit also includes evaluating the appropriateness o{ accounling policies used' and the
reasonableness ol accounting estimates made by the directors, as well as evaluating the overall presentation
o, the financial statements.

We believe that the evidence we have obtained is sutficient and appropriate to provide a basis ror our qualilied
audit opinion.

Opinion

In our opinion, the tinancial statements present fairly, in all material respects, the linancial position ot Simlaw
Seeds Company Limited as at 30 June 2015 and its tinancial performance and cash flowi for the year then
ended in accordance with lnternational Financial Reporting Standards and the requirements ol the Kenyan
Companies Act.
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E
REPOHT ON OTHER LEGAL BEQUIREMENTS

As required by the K€n]ran Companies Acl, we report to you, bas€d on our audit, that:

i) we have obtained all the informadon 8nd oQlanations wtrich to tha best of our knowledge and

belief, were necessary for the purposes of our audi$

ii) in our opinion, propsr books ol account have been kspt by th6 company, Eo ,ar as aPpgars from

our o€mination of those books; and,

iii) the company's statemont of financial posiuon and statam€nt of comprehonsiv€ income are in
agreemot wtth tho books of account.

The angagismsnt partrner responsible tor the audit r€sul0ng in thb ind€pendent auditods rEport ie.".-.

Thc AtrdttoFclnotal
Nairobl, Ken)ra

........2015

t

t
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REPUBLIC OF KENYA

'telephonc: . :5{-10-1.12110
Fax: r254-10-l I l4lil
E-mnil: uagkr o3glcnya.so kc
ilcbsitc: $1[l} kcnao.So.kc

P.O. Bor 3008+00100
NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR€ENERAL ON STMLAW SEEDS COi'PANY LIMITED
FOR THE YEAR ENDED 30 JUNE 2015

Itrtruol Report oul l:itl.l,n.'i,rl Sk cmer s lit lhe v.or etuled -ill .hne :l) 15

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of simlaw seeds company Limited
set out on pages 6 to 32, which comprise the statement of financial position as at 30 June

2015, ancl the statement of comprehensive income, stat6ment of changes in €quity and

statement of cash flows for the year thon ended and a summary of signmcant accounting
policies and other explanatory information in accordance with th€ provisions of Article_22g

bf the Constitution of Kenya and Soction 14 of tho Public Audit Act, 2003. I have obtained

ell the information and explanations which, to the best of my knowledge and bolief, were
necessary for the purpose of the audit.

iianagBrnenf s Responslblllty for tte Flnancla! Stetements

Management is responsible for the preparation and fair presentation of theso flnancial

state;ents in accordance with lntemational Financial Reporting Standards and for such
intemal control as the management determines is necessary to enable tho preparation of
financial statements that are free from matorial misstatement, whether due to fraud or
aror.

The managoment is also responsible for the submission of the financial statoments to the
Auditor-General in accordenco with the provisions of Section '13 o, the Public Audit Act'
2003.

Audltor-Generel't Respomlbl!aty

My responsibility is to express an opinion on these financial statements based on the

audit and report in accordance with tho provisions of Section 1 5(2) of the Public Audit Act,

2OO3 and submit the audit report in compliance with Article 229(7) of the constitution The

audit was conducted an acrordance with lntemational Standards of Supr€me Aucliting

lnstitutions (lSSAls). Those standards require complianc€ with ethical requirsments and

that the audit be planned and performed to obtain reasonable assurance about whethor
the financial statements are free from material misstatoment.

An audit involves periorming procedures to obtain audit evidence about the amounts and

disclosures in the financial stratem€nts. The procedures selected depend on the auditol's
judgement, including the assessment of the risks of material misstatement of the financial
;tatements, whether due to fraud or enor. ln making those risk assessmonts, the auditor
considers intemal control relevant to the entity's preparation and fair presentation of the

financial statements in order to design audit procedures that are appncpriate in th€

circumstances, but not for the purpose of expressang an opinion on tho efbctiveness of

the entity's internal control. An audit also includes evaluating the appropriateness of

-
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o
accounting policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of he financial statements,

I b€lieve that the audit evidence obtained is sufficient and appropriate to provide a oasis O
for my qualified audit opinion.

Bacls for Qualafaed Opinion

1.0 Trade and Other Recelvables

The trade and receivables balance of Kshs.'161,078,000 include VAT recoverable balanceof Kshs.25,490,000. lnformation available indicates that amounts totafling
Kshs.22,205,699.68 relate to the period Aprit 2007 to December 2012 white
Kshs.3,284,239,60 relate to the month of June 2015. No exptanation or reason has
however been provided as to why the claims amounting to Kshs.22,205,699.69 relating to
December 2012 and earlier years have not been recovered.

Consequently, the recoverability of VAT amounting to Kshs.25,49O,OO0 as at 30 June
201 5 could not be confirmed.

2,0 Procunment of Goods and Services

2.1 Purch.so of Seed!

Included in the cost of sales figure of Kshs.559,874.000 is sesd importation cost of
Kshs.194,631,055 paid to nine (9) firms for importation of seeds. However, information
available indicate that the firms were picked without going through competitive bidding
proc€ss as required by the Public Procurement and Disposal Act, 2005 and related
regulations of 2006 and 2013. ln addition, purchase orders issued to the firms for the
purchases were not availed for audit verification.

Further, although the s6eds were supplied, received and recorded in stores ledgers, there
was no evidenco that the same was subjected to the inspection and acceptance
committee to confirm the guantity and quality of the seeds supplied as required by the
Public Procuremont and Disposal Act, 2005.

2.2 lmport Clearlng Agency Servlcer

ouring the year under revi6w, information available indicated that a cargo handling firm
was paid an amount of Kshs.17,995,451 in respecl of import clearing services. However,
there was no evidence tlrat the services were procured through competitive bidcling
pr@ess as required by the Public Procurement and Disposal Act, 200s and the related
Regulations of 2006 and 2013.

Consequently, tho propriety of importation cost and import clearing agency services
expenditure amounting to Kshs.212,627,506 could not be confirmed for the year ended
30 June 2015.

3.0 ln€gular Stafi Advance!

The statement of financial posltion disclose under Note 4 to the financial statements short
and long term stafi receivabtes balance of Kshs.7,4O2,OOO and Kshs.2,937,000
respectively totalling Kshs.10,239,000 out of which an amount of Kshs.2,671,089.44 was
held by twenty five (25) former members of stafi whose servic€s were terminated while

lnnual Report od l.it.rnctdl St.ttenpnts.lbr the 1wr erulul
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another balance of Kshs.5,24'l ,183.92 held by existing employees was not supported by

the necessary documentary evidence.

Consequently the accuracy and propriety of the staff advances totalling
Kshs.7 ,912 ,273.36 for the year ended 30 June 20'15 could not be confirmed.

4.0 Failure to Surrender lmprests

lncluded in staff receivables balance of Kshs.12,566,000 in Note 4 to the financial
statements is outstanding temporary imprest amounting to Kshs.1,106,132 as at 30 June
2015. all of which were overdue as at 30 June 2015. Further, the imprest balance of
Kshs.1,106,132 included overdue imprests amounting to Kshs.663,762 relating to

2O12t2O13 financial year and which should have been accounted for on or before 30

June 2013.

No reason was provided for non-recovery of these long outstanding imprests and failure
to recover the imprest is contrary to Section 5.6 of the Government Financial Regulations
and Procedures which states that a holder of temporary imprest should account for or

surrender the imprest within 48 hours after returning to duty station.

5.0 Submission of Financial Statements

The management submitted the financial statements for the year ended 30 June 2015 to
the Auditor-General on 15 January 2016 which was over 3% months late instead of the

statutory deadline of 30 September 2015.

No reason was provided for the late submission of the financial statements, or approval
from National Assembly granting extension on late submission of the financtal statements.
ln the circumstances, the management is in breach of the law.

Qualified Opinion

ln my opinron, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present faidy, in all material respects, the
financial posrtion of Simlaw Seeds Company Limited as at 30 June, 2015, and of its
financial performance and its cash flows for the year then ended, in accordance with

lnternational Financial Reporting Standards and comply with the Companies Act, Cap 486
of the Laws of Kenya.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Companies Act, I report based on my audit, that;

(i) I have obtained all the information and explanatrons which, to the best of my

knowledge and belief, were necessary for the purpose of the audit,

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

lnnnl llLyrt ttttl l ttunt'r,tl Sktt.'rttL'ttls l,),'tlt( *\o'1:nl,r,l
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(r[) The companys statement of frnancral posrtlon and statement of comprehensrve
rncome are in agreement with the books of account

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

Nairobi

24uay 2016

lnntol Rtytrt <vrLl Ftn.ntcr. Skth,mtntt lor rht teo tnLleLl
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SIi/LAW SEEDS COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2015

ASSETS

NON-CUBFIENT ASSETS
Land & Buildings
Property, plant and equipment
Staff receivables
Deferred tErx asset

CUFIRENT ASSETS
lnventories
Consumable biological assets
Trade and other roceivables
Corporation tax recoverable
Amount due lrom group companies
Amount due from related parties
Bank and cash balances

TOTAL ASSETS

EQUITY & LIABILITIES
EOUITY
Share capital
Retained earnings
Revaluation reserve
Loan capital from parent company

CUBBENT LIABILITIES
Trade and other payables
Amount due to parent comPanY
Provision tor employee entitlements

2015
KShs'000

108,014
28,252
2,836

11.330

150.432

2014
KShs'000Notes

11

.,
J

4

A

7
I
9(a)

10(iii)
10(iiD
20

595,300
1s0

161,078
36,277
s8.210
33,983
46.808

36,357
716

13,575

50.648

613,387
235

92,348
45,703
s6,819

1,116
155.808

965.416

t-o16-064

200
165,371
23,798

144.298

333.667

147,946
5?5,177

9.274

682.397

1-016-064

..2015 and signe

10(vi)

931.806

1JXr2238

200
194,145
23,798

144.298

362.441

19'l ,344
523,443

5.010

'12

10(iii)(c)
13

719.797

TOTAL EOUITY AND LIABILITIES r-082238

The financial statements were approved by the Board of Directors on
on its beh by: -

Directors

6



SIMLAW SEEOS COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDEO 30 JUNE 2015

SALES
COST OF SALES

GBOSS PHOFIT

OTHEB OPERATING INCOME
FAIR VALUE GAIN(LOSS) ON BIOLOGICAL
ASSETS

EXPENSES
Admrnistratrve expenses
Selltng and distnbution costs
Operatrng expenses
Research and development expenses

PHOFIT BEFORE TAX

Tax cred (expense)

PROFIT(LOSS) FOR THE YEAR

OTHER COMPREHENSIVE INCOME NET OF
TAX
Other comprehensve income to be reclassrfied
to profit and loss rn subsequent periods
Other comprehensive income not to be
reclassified to protit and loss rn subsequent
penods

OTHER COMPREHENSIVE INCOME FOR
THE YEAR

TAX

NET OTHEH COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE PROFIT
ATTRIBUTABLE TO SHAREHOLDERS

Notes

't4

15

7

2015
KShs'000

777 ,598
(5s9.874)

?17 ,724

16.265

(67)

233.922

123,562
28,969
38,810
2.137

193.478

40,444

(1 1 .671)

28,773

?f.J7i

5J55

2014
KShs'000

718,688
$02.447\

216,241

10,754

139

227 .134

120,008
40,917
42,452
6.344

209.721

17 ,413

4.234

21 ,647

_21,647

__4t2!t

16
17
18(a)
18(b)

19

s(b)

7

EAHNINGS(LOSS) PEH SHARE (KShs)



SIMLAW SEEDS COMPANY LIMITEO
STATEMENT OF CHANGES IN EOUITY
FOR THE YEAR ENDED 30 JUNE 2015

As at 1 July 20'13

Protft ,or the year
Other comprehensive income

Total comprehensve rncome

At 30 June 2014

As at 1 July 2014

Protit ror the year
Other comprehensive income

Total comprehensNe income

At 30 June 2015

Share
captal

KShs'000

____200

_-240

--2N

Retained
earnrngs

KShs'000

Loan
captal

KShs'000

Bevaluation
reserye

KShs'000

Total
Equrty

KShs'000

200 143.724

21 ,647

21 .647

J55_92

165.it71

28,774

28.774

194-145

144.298 23.798 312.020

21 ,647

21 .647

1L4299 _23J98 133-662

144294 _23JSD 3il3-667

28,774

28.774

fi2A41_L4429A _A1J98

8



SIMLAW SEEDS COMPANY LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2015

OPERATING ACTIVITIES

Proliv(loss) betore taxatlon and flnance cost
Adiustments lor: -

Deprecration

Exchange (gain)/loss

Operatrng prolit belore working capnal changes

Non-current receivables
Tradg and other rocevables
lnventories
Biologrcal assets
Amount due lrom grouP comPanies
Amount due lrom related Parties
Amount due to parent comPany
Provision lor employee entfilements
Trade and other Payables

Cash generated/(utilised) rrom operations

Tax patd

Net cash trom operatlng actlvities

INVESTING ACTIVITIES

Purchase of property, plant and equlpment

Net cash utilized tn investing activtles

Net rncrease/(decroase) ln cash and cash equlvalents

CASH AND CASH EOUIVALENTS AT THE BEGINNING OF THE

YEAR

Eflect ot changes in exchang€ rates

CASH AND CASH EOUIVALENTS AT THE END OF THE YEAR

(note 20)

2015
KShs'000

40,444

2014
KShs'000

17 ,413

12,973

919

31,305

13,554
(1 .063)

52,935

(2,1201
(68,72s)
18,087

85
(1,390)

(32,868)
(1 ,734)
(4,2641

43.398

319
(35,s13)
(44,2921

(210)
32

17,304
73,1 81

(57)
90.696

3,400

(1 13.463)

(1 13.463)

(1 10,063)

155,808

131 ,755

131 .7553.400

6.127)

$.127\

126,628

30,099

1 .063 (919)

46-008 __155.808

9



SIMLAW SEEDS COi/PANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOB THE YEAR ENDED 30 JUNE 2015

NEW ACCOUNTING STANDARDS. AMENDMENTS AND INTERPRETATIONS
The accounting policles adopted are consistent with those of the previous linancial year except tor thefollowing new and amended rFRS and rFRrc interpretations effective as ot t .lanuary erit s:r IAS 19 Employee Benefits (Flevised)
. IAS 28 lnvestments in Associates and Joint Ventures (as revised in 201 t ). lAs 32 offsetting Financial Assets and Financial Liabitities - Amendments to IAS 32. IFRS 1 Government Loans - Amendments to IFRS 1

' IFRS 7 Disclosures - Olfsetting Financial Assets and Financial Liabilities - Amendments to ]FRS 7o IFRS 1 1 Joint Arrangements
. IFRS 12 Disclosure of lnterests in Other Entities. IFRS 13 Fair Value Measurement
. IFRIC 20 Stripping Costs in the production phase of a Surface Mine. IFRS l0 consolidated Financiat statements, IAS 27 separate Financial statements
' IAS 36 lmpairment ol Assets - Disclosure requirements for the recoverable amount of impaied assets. Annual lmprovements May 2Ol4

The adoption of the standards or interpretations is described below:

IAS 19 Employee Benefits (Revised)
The IASB has issued numerous amendments to IAS 19. These range from fundamental changes such asremoving the corridor mechanism and. the concept ol expectei relurns on pi"n 

""*ti to simpleclarifications and re-wording. There.are changes to post employee benefits in tnat'pension suipluses and
deficits. are to be recognised in full (no more deterral meitranlsms; and a[ actuariai gains lnO tosses
lecognised in other comprehensive income as they occur with no recycling lo profit or l;ss. pasl service
costs.as a result ol plan amendments are to be recognised immediateiy. S-hort and long{erm bene{its willnow be distinguished based on.the expected timing of setttement, iather than empioyee entilement.
Although the company will not be impacted by amendments retating to defined benefit dt";'", iil impact onthe delinitions of short-term and long-term ehployee benefits is siitt o"ing assesseo.'tne amendment is
effective for annual periods beginning on or after 1 January 2015. The amindments nave no impaa on tne
company.

IAS 28 lnvestments in Associates and Joint Ventures (as revised in 2011)
As a consequence of the new IFRS 1 1 Joint Arrangements, and IFRS i2 Disclosure of lnterests in Other
Entities, IAS 28 lnvestments in Associates, has been renamed IAS 28 lnvestments in Associates and Jointventures' and describes the application of the equity method to investments in ioint venluies iniooition to
assocjates. The revised standard is effective for annual periods beginning on oi after t January eors anO
has no impact on the company as the company does noi have any investirents in associates and intere"t"
in joint arrangemenls.

IAS 32 offsetting Financial Assets and Financial Liabilities - Amendments to IAS s2
These. amendments clarify the meaning of "currently has a legalty enforceable right to set-off. The
amendments also clarify the application of the IAS 32 otfsetting iriteria to sefllemen-t systems lsuch ascentral clearing house systems) which apply gross settlement mechanisms that are not simullaneous.
The-se amendments have no impact on the company's financlal position or performance and the standard
is effective for annual periods beginning on or after 1 January 20.15.

IFRS I Govemment Loans - Amendments to IFRS 1

These amendments require f irsltim-e-adopters to apply the requirements of IAS z0 Accounting for
Government Grants and Disclosure of .Government Asiist;nce, prospectively to government loans existing
at the date of rransition to |FBS. Entiries may choose to appty ine requirements"o{ IFRS 9 (;; iAS 39, asapplicable) and IAS 20 to government loans retrospectiveiy ii rne inrormation needed to Joio nao oeen
."-!9i"-"^q-1,-11"--!!ie 

oJ initially accounting lor that loan. The exception woutd give tirsr-time aJopters rerietTrom relrospectlve measurement ol government loans with a below-maiket rate of interest. The
amendment is effective for annual periods on or after 1 January 201s. The amendment has no impact on
the company.

10



SIMLAW SEEDS COI\4PANY Lllvl|TED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2015

1 . NEW ACCOUNTING STANDARDS, AMENDMENTS AND INTERPRETATIONS (Continued)

IFRS I Disclosures - Offsetting Financ,a, Assets and Financial Liabilities - Amendments to IFRS 7

These amendments require an entity to disclose information about rights to set-oft and related

arrangements (e.g,, collateral agreements). The disclosures would provide users with information that is

usefulin evaluating the effect of netting arrangements on an entity's financial position. The new disclosures
are required lor ail recognised linancial instruments that are set off in accordance with IAS 32 Financial
lnstruments: Presentation. The disclosures also apply to recognised linancial instruments thal are subject

lo an enlorceable master netting arrangement or similar agreement, irrespective ol whether they are set off
in accordance with IAS 32. These amendments have no impact the company's financial position or
performance and is eflective lor annual periods beginning on or atter 1 January 2015.

IFRS 1 1 Joint Arrangements
IFRS 1 1 reptaces lnS gt lntercsts in Joint Ventures and SIC-'13 Jointly-controlled Entities - Non-

monetary Contributions by Ventures.lFFIS '1 1 removes the option to account ror iointly controlled entities

(JCEs) using proportionate consolidation. lnstead, JCES that meet the definition of a ioint venture must be

iccounted forusing the equity method. This standard is eflective lor annual periods beginning on or after 'l

January 2015, and has no impact on the company as il is not party to any joint arrangements.

IFRS 12 Disclosure of lnterests in Other Entities
IFRS l2 includes all o, the disclosures that were previously in IAS 27 related to consolidated financial
statements, as well as all ol the disclosures that were previously included in IAS 31 and IAS 28. These

disclosures relate to an entity's interests in subsidiaries, .ioint arrangements, associates and structured

entities. The IFRS has no impact on the company's operations.

IFRS 13 Fat Value Measurement
IFRS 1g establishes a single source oJ guidance under IFBS for all fair value measurements. IFRS 13

does not change when an entity is required to use fair value, but rather provides guidance on how to
measure fair value under IFRS when rair value is required or permitted. The Company is currently
assessing the impact that this standard will have on the linancial position and performance. This standard

is effective for annual periods beginning on or after 1 January 2015. The new interpretation did not have an

impact on the Company.

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine
This interpretation applies to waste removal (stripping) costs incurred in surface mining activity, during the
production phase of the mine. The interpretation addresses the accounting tor the benefit lrom the stripping

activity. Th; interpretation is efiective for annual periods beginning on or after 1 January 2015. The new

interpretation did not have an impact on the ComPany.

IFRS 1O Consolidated Financial Statements, IAS 27 Separate Financial Statements
IFRS l0 replaces the portion ol IAS 27 Consolidated and separate Financial statements that addresses

the accouniing for consolidated financial statements. lt also addresses lhe issues raised in SIC-I2
Consolidation-- Special Putpose Enfities. IFRS 10 establishes a single control model that applies to all

entities including special purpose entities. The IFRS did not have any impact on the company's
operations.

tAS 36 lmpaiment of Assets - Disclosure requirements for the rccovetable amount of impaired assets
The IASB has issued amendments to IAS 36 - lmpaiment of Assets, to clarify the disclosure requirements

about the recoverable amounl o, impaired assets il that amount is based on lair value less costs of

disposal. The amendments clarify the IASB'S original intention: that the scope of these disclosures is

limited to the recoverable amount o, impaired assets that is based on Jair value less costs o, disposal. The
amendment will become eflective lor annual periods beginning on or after 1 January 2015 and did not have

material impact on the company's disclosure.

I
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Conrinued)
FOB THE YEAR ENDED 30 JUNE 2015

NEW ACCOUNTING STANDARDS, AMENDMENTS AND TNTERpRETATTONS (Continued)

Annual lmprovements May 2014
These improvements did not have an impact on the company, but include:

IFRS 1 Ftsltime Adoption of lnternational Financial Reporting Standards
This improvement clarilies that an entity thal stopped applying tFFls in the pasl and chooses, or ls
required, to apply IFBS, has the option to re-apply IFRS 1. tf |FRS 1 is not re-applied, an entity musl
retrospectively restate its financial statements as iI it had never stopped applying IFRS.
IAS 1 Presentation of Financial Statements
This improvement clarifies the difference between voluntary addilional comparative information and the
minimum required comparative information. Generally, the minimum required comparative inlormalion is
the previous period

IAS 16 Property Plant and Equipment
This improvement clarifies that major spare parts and servicing equipment that meet the delinition of
property, plant and equipment are not inventory.

IAS 32 Financial lnstruments, Presentation
This improvement clariJies lhat income taxes arising from distributions to equily holders are accounted
for in accordance with IAS 12 lncome Taxes.

IAS 34 lnterim Financial Reporting
The amendment aligns the disclosure requirements for total segment assets with total segment liabilities
in interim financial stalements. This clarification also ensures that interim disclosures are aligned with
annual disclosures.

These improvements are effective for annual periods beginning on or atter 1 January 2015.

Standards and amendments issued but not yet effective

Standards issued but not yet eflective up to the date ol issuance of the company's financial statements are
listed below. This listing is of standards and interpretations issued, which the company reasonably expects
to be applicable at a tuture date. The company intends to adopt those standards when they become
effective. The company expects that adoption oJ these standards, amendmenls and interpretations in most
cases not to have any significant impact on the company's financial position or performance in the period
ol initial application but additional disclosures will be required. ln cases where it will have an impact the
company is still assessing the possible impact.

IFRS 9 Financlal lnstruments: Classification and Measurement
IFRS 9, as issued, reflecls the first phase of the IASB's work on the replacement of IAS 39 and appties to
classification and measurement of financial assets and tinancial liabillties as deJined in IAS 39. The
standard was initially ettective lor annual periods beginning on or after 1 January 2015, bul Amendments to
IFRS 9 Mandatory Effective Date of IFRS I and Transition Disclosures, issued in December 201 1 , moved
the mandatory effective date to 1 January 2015. ln subsequent phases, the IASB wi address hedge
accounting and impairment of financial assets. The company is currently assessing the impact of adopting
IFRS 9, However, since the impact of adoption depends on the assets held by the company at the date oJ
adoption, it is not practical to quantify the etfect.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOFI THE YEAR ENDED 30 JUNE 2015

1 . NEW ACCOUNTING STANDARDS, AMENDMENTS AND INTERPRETATIONS (Continued)

IFRS 9 Financial lnstruments (2015)
A finalised version ol IFBS 9 which contains accounting requirements for tinancial instruments, replacing

IAS 39 Financial lnstruments: Becognition and Measurement. The standard contains requirements in the

lollowing areas: Classiiication and measurement. Financial assets are classified by reterence to the

businesi modet within which they are held and their contractual cash llow characteristics. The 2015

version of IFRS 9 introduces a 'fair value through other comprehensive income'category for certain debt

instrumenls. Financial liabilities are classified in a similar manner to under IAS 39, however there are

ditterences in the requirements applying to the measurement of an enlity's own credit risk.; lmpairmenl.
The 2015 version oi IFBS I introduces an 'expected credit loss' model tor the measurement ol the
impairment of linancial assets, so it is no longBr necessary for a credit event to have occurred before a
credit loss is recognised; Hedge accounting. lntroduces a new hedge accounting model that is designed to
be more closely aligned with how entities undertake risk management activities when hedging linancial and

nonJinancial riik exposures; Dorecognition. The requirements lor the derecognition ol linancial assets and

liabilities are carried fonxard ,rom IAS 39. Effective lor annual period beginning on or afte|I January 2018.

The IFRS may have an impact on the company's disclosures.

Accounting for Acquisitions of lntercsts in Joint Operations (Amendments to IFRS 1 1)

Amends IFRS 11 Joint Arrangements lo require an acquirer ot an interest in a joint operation in which the
activity constitutes a businesi (as defined in IFBS 3 Business Combinations) to: apply all of the business

combihations accounting principles in IFRS 3 and other lFRSs, except for those Principles that conllict with

the guidance in |FFIS 11 and disclose the inlormation required by IFRS 3 and other IFBSS for business

combinations. The amendments apply both to the initial acquisition of an interest in joint operation, and the
acquisition of an additional interest in a joint operation (in the latter case, previously held interests are not

remeasured). Applicable to annual periods beginning on or afterI January 2016. This IFRS will have no

impact on the company's financial statements.

Clarification of Acceptabte Methods ot Depreciation and Amoftisalion (Amendments to /AS 16 and IAS

38)
Amends IAS 16 Property, Plant and Equipment and IAS 38 lntangible Assets to: clarify that a
depreciation method that is based on revenue that is generated by an activity that includes the use o, an

asset is not appropriate for property, plant and equipment, introduces a rebuttable presumption that an

amortisation ri,r'etnbO ttrat is based on the revenue generated by an activity that includes the use ol an

intangible asset is inappropriate, which can only be overcome in limited circumstances where the
intangibte asset is expressed as a measure of revenue, or when it can be demonstrated that revenue

and ihe consumption of the economic benelits of the intangible asset are highly correlated, add
guidance that expected future reductions in the selling price ol an item that was produced using an

isset could indicate the expectation ol technological or commercial obsolescence of the asset, which, in

turn, might reflect a reduction of the future economic benelits embodied in the asset. Applicable to
annual periods beginning on or atter 1 January 2016 and the company will assess the impact on the
operations.

Agricufture: Bearer Plants (Amendments to IAS 16 and IAS 41)
Amends IAS 16 Property, Plant and Equipment and IAS 41 Agriculture to: include'bearer plants'within
the scope of IAS 16 rather than IAS 41, allowing such assets to be accounted lor a property, plant and

equipment and measured after initial recognition on a cost or revaluation basis in accordance with IAS

1d; introduce a definition oI 'bearer plants' as a living plant that is used in the production or supply ot
agricultural produce, is expected to bear produce lor more than one period and has a remote likelihood

oi being sold as agricultural produce, except for incidental scrap sales; clarify that produce growing on

bearer plants remains within the scope of IAS 41. Applicable to annual periods beginning on or afier 1

January 2016.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOB THE YEAB ENDED 30 JUNE 2015

1 . NEW ACCOUNTING STANDABDS, AMENDiTENTS AND TNTERPRETATTONS (Continued)

Equity Method in Separate Financial Statements (Amendments to IAS 2Z)
Amends IAS 27 Separate Financial Statements to permit inveslments in subsidiaries, joint ventures and
associates to be optionally accounted for usang the equity method in separate linancial statements.
Applicable to annual periods beginning on or after 1 January 2016. This IFRS will have no impact on the
company's fl nancial statements.

IFRS 15 Revenue from Contracts with Customerc
IFBS 15 provides a single, principles based five-step model to be applied to all contracts with customers.
Applicable to an entity's tirst annual IFRS financial statements lor a period beginning on or after 1 January
2017. This IFRS will have no impact on the company's financial statements.

SIGNIFICANT ACCOUNTING POLICIES

(a) Basis ol preparation

The company's financial statements have been prepared on historical cost basis of accounting.
The financial statements o, the company have been prepared in accordance with lnternalional
Financial Beporting Standards (lFFlSs) and in the manner required by the Kenyan Companies Act.
The Jinancial statements are presented in Kenyan shillings (KShs), and all values are rounded to the
nearest thousand (KShs' 000) except when otherwise slated.

(b) Bevenuerecognition

Revenue is recognised in the statement of comprehensive income when the significant risk and
rewards of ownership have been transjerred to the buyer, recovery of the consideration is probable,
the associated costs and possible return of goods can be estimated reliably and lhere is no
continuing management involvement with the goods. Revenue is measured at lair value net ol taxes
and discount.

lnterest income is recognised in the statement of comprehensive income for all interest bearing
instruments on an accrual basis taking into account the effeclive yield on the assel.

c) Research and developmenl costs

Expenditure on research and related development is capitalised and amortised on a straight line
basis over its uselul life when:
- lt is probable that the lulure economic benefits that are attributable to the asset will llow to the

company; and
- The cost of the asset can be measured reliably.

Expenditure on research and development is charged to the income slatement when the
expenditure relates to maintaining and running the day to day operations.

d) Taxation

Current 1ax assets and liabilities for the current and prior periods are measured at th6 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 enacted or substantively enacted by the reporting date.
Current tax relating to items recognised direclly in equity is recognised in equity and not in prolit or
loss.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2015

2. SIGNIFICANTACCOUNTING POLICIES(Continued)

e) DeJerred tax

Deferred tax is provided for using the liability method, lor all temporary diflerences arising
between the tax bases of assets and liabilities and their carrying values for financial reporting
purposes. Deterred lax assets and liabilities are measured at the tax rates that are expected to
apply to the year when the asset is realised or the liability is settled, based on tax rates (and tax

laws) that have been enacted or substantively enacted at the reporting date. Delerred income

tax relating to items recognised directly in equity is recognised in equity and not in profit or loss.

Delerred tax liabilities are recognised for all taxable temporary differences, except:

. where the deferred tax liability arises lrom the initial recognition of goodwill or oI an asset or
liability in a transaclion that is not a business combination and, at the time of the transaction,
affecls neither the accounting prolit nor taxable profit or loss; and,

. ln respect of taxable temporary difterences associated with investments in subsidiaries,
associates and interests in joint ventures, wherB the timing o, the reversal of the temporary
ditferences can be controlled and it is probable that the temporary diflerences will not reverse
in the foreseeable future.

Deferred income tax assels are recognised tor all deductible temporary differences, carry forward

of unused tax credits and unused tax losges, to the extent that is probable that taxable prolit will

be available against which the deductible temporary ditferences, and the carry {orward of unused

tax credits and unused tax losses can be utilised except:

. where the delerred tax asset relating to the deductible temporary ditference arises from the

inftial recognition ol an asset or liability in a transaction that is not a business combination
and, at the time ot the transaction, at{ects neither the accounting prorit nor taxable profit or
loss; and,

. in respect oJ deductible temporary dilferences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognised only to the
extent that it is probable that the temporary differences will reverse in the toreseeable future

and taxable prolit will be available against which the temporary differences can be utilised.

The carrying amount of delerred tax assets is reviewed at each reporting date and reduced to the
elnent that it is no longer probable that sutlicienl taxable prolit will be available to allow all or part

ol the delerred tax asset to be utilised. unrecognised delerred tax assets are reassessed at each

reporting date and are recognised to the eldent thal it has become probable that luture taxable
profit will allow the delerred tax asset to be recovered.

Deferred tax assets and dererred income tax liabilities are offset, it a legally enlorceable right

exists to set off current tax assets against current tax liabilities and the deJerred taxes relate to the

same taxable entity and the same taxation authority.

f) Dividends

Proposed dividends are shown as a separate component ol equity until declared
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SIMLAW SEEDS COIVlPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Conlinued)
FOB THE YEAR ENDED 30 JUNE 2015

SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Property, plant, equipment and depreciation

Property, plant and equipment are stated at their historical cost or at prolessionally revalued
amounts less accumulated depreciation and any impairment losses. The basis oi valuation is as
follows:

i) Buildings - open market value

ii) Other assets - depreciated replacement cost

Prolessional valuations are carried oul in accordance with the company's policy of revaluing
property, planl and equipment every three to five years. The last valuation was as at 30 June
2008.

lncreases in the carrying amounls of property, plant and equipment resulting rrom revaluations
are credited to the revaluation surplus, except to lhe extent that lt reverses a revaluation reserve
decrease tor the same asset previously recognized as an expense, in which case the increase is
creditod to the income statement to the elrlent the decrease was previously charged. Decrease in
carrying amounts ol property, plant and equipment are charged to income statement to the elrtent
they exceed the balances, if any, held in the revaluation reserve surplus relating lo previous
revaluation of the relevanl assets. On subsequenl disposal ol revalued assets, the attributable
revaluation surplus remaining in the revaluation surplus is transferred directly to the retained
earnangs.

Properties in the course ol construction for administrative or other purposes are held in the books
ol account as work in progress at historical cost less any accumulated impairment losses. The
cost o, such assets includes proressional tees and costs direcfly anributable to the asset. Such
assets are not depreciated until they are ready ror the intended use.

Gains or losses arising on disposal ol an asset is determined as the difference between the net
sales proceeds and the carrying amount ol the assel at the time of sale and is recognised in the
income statement in the year in which the sale occurred.

Depreciation is charged so as to write off the cost or valuation ol the property, plant and
equipment in equal annual instalments over their estimated useful lives at the following annual
rates:

Machinery
Computers
Motor vehicles
Furniture and equipment

10%
3311s"/o

250k
200/"

The useful life ot property, plant and equipment and the pattern o1 utilization oJ economic benerits
arising from the use of the assets are reviewed at each reporting date to lake into account any
changes in the market, economic and industry trends.

h) Leases

Leases are classified as linance leases whenever the terms of the lease transfer substantially all
risks and rewards ol ownership to the company as a lessee.

All other leases are classilied as operating leases.

16

I



SIMLAW SEEDS COI\4PANY LIMITEO
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2015

SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Leases (continued)

Payments to acquire leasehold interest in land are treated as prepaid operating lease rentals and

stated at historical cost less accumulaled amortization and any accumulated impairment losses.
Annual amortization is charged on a sfaight line basis over the remaining period of the lease.

Bentals payable under operating leases are charged to the income statement on the straight line
basis over the lerm of the relevant lease.

i) lntangible assets

lntangible assets represont computer software and are stated at cost less the accumulated
amortisation and any accumulated impairment losses.

Amortisation is calculated to wrile off the cost ol computer software on the straight line basis over
its estimated useful lile of three years. The uselul life ol intangible assets and the pattern of
utilization of economic benefits arising from the use ol the intangible assets are reviewed at each
reporting date to take into account the any changes in the market, economic and industry trends.

Gains or losses arising from derecognizing an intangible asset are measured as the difference
between the net dispoaal proceeds and the carrying amount of the asset and are recognized in
prolii or loss when the asset is derecognized.

j) lnventories

lnventories are stated at the lower of cost and net realizable value. Cost comprises expenditure
directly incurred in purchasing, lield inspection and monitoring costs and processing the
inventirry, together with appropriate allocation of processing overheads. Cost is calculatod using
the weighted average method. Net realizable value ropresents the estimaled selling price less all

estimated costs of completion and the estimated cosls necessary to make the sale

Work-in-progress, which comprises raw seed and seed in bulk torm not yet processed, is stated
ai the lower ol cost and net realisable value. Cost comprises expenditure directly incurred in the
purchase of the seeds.

k) Biological assets

Living plants with probable future economic benefits, which are owned and controlled by the
company are accounted Jor as biological assets. Biological assets and agricultural produce are
measured at their ,air value less estimated point-ot-sale costs.

The Jair value of the biological assets and agricultural produce that have an active market is

determined using the quoted price in the market. The fair value ol the biological assets that do not

have an active market is determined based on the present value of the expecled net cash flows
discounted at the current market determined pre-tax borrowing rale.

The fair value of the company's newly planted crops is estimated by reference to costs incurred

on lhe crops up to the reporting date.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 2015

SIGNIFICANT ACCOUNTING POLICtES (Continued)

k) Biological assets (continued)

Point oJ sale costs include commissions to brokers and dealers, levies by regulatory agencies and
transfer taxes and duties but exclude transport and other costs necessary to get the assets to the
market.

For linancial reporting purposes, the company classifies its biological assets as follows:

Co ns u mab le b io loglcal assets

Consumable biological assets are those that are to be harvested as agricultural produce or sold as
bjological assets.

Bearet biological assets

Other biological assets are classified as bearer biological assets.

Gains or losses arising on inilial recognition ot biological asset and agricultural produce and from
changes in fair value less point o, sale costs are recognised in the income statement for the year.

l) lmpairment of assets

At each roporting date, the company reviews the carrying amounts of its tangible and intangible
assets, lo determine whether there is any indication that those assets have suffered an impairment
loss. l, any such indication exists, the asset's recoverable amount is estimated in order to
determine the extent of the impairment loss. Whenever the carrying amount oI the asset exceeds
its recoverable amount, an impairment loss is recognised in ihe- income statement unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is trealed as a
revaluation decrease.

lmpairment gains that represent reversal of losses previously recognized in relation to certain
assets are captured as income unless the relevanl asset is carried at a revalued amount, in which
case the reversal ol the impairment loss is treated as a revaluation increase.

Where the asset does not generate cash flows that are independent from other assets, the
company estimates the recoverable amount of the cash generating unit to which the asset belongs.

Recoverable amount is the higher ol fair value less costs to sell and value in use. ln assessing
value in use, the estimated luture cash flows are discounted to their present value using a pre-tax
discount rate lhat reflects the market reassessments of the time value of money and lhe risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

m) Financialinstruments

A financial instrument is a contract that gives rise to both a linancial asset ot one enterprise and a
financial liability ol another enterprise. The company classifies its financial assets into the fottowing
categories: Financial assets at fair value through profit or loss; loans and receivables; held- to-
maturity investments; and availablejor-sale assets. Management determines the appropriate
classificatlon of its investments at initial recognition and re-evaluates its portfolio every reporting
date to ensure that all financial instruments are appropriately classified.

Purchase and sale ol financial assets that require delivery of assets within the period generally
established by regulation or convenlion in the market place (regular way purchases) are
recognised on the trade date, which is the date that the company commits to purchase or sell the
asset.

18



2

SllilLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEI'/lENTS (Continued)
FOFI THE YEAR ENDED 30 JUNE 2015

SIGNIFICANT ACCOUNTING POLICIES (Continued)

m) Financial instruments (continued)

A financial asset is derecognised when the company loses control over the contraclual rights that
comprise that asset and has transferred its right to cash flows from the asset or has assumed an

obligation to pay the received cash flows without material delay to a third party under. a 'pass

thro-ugh' arrangementi and either (a) the company has transferred substantially all the risks and

rewards o{ the assets, or (b) has neither translerred nor retained substantially all the risks and

rewards ol the asset, but has transterred control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. when an existing linancial liability is replaced by another by the same
lender on subsiantially dilferent terms, or the terms of the existing liability are substantially
modilied, such an exchange or modification is treated as a derecognition ol the original liability

and the recognition of a new liability and the difference in the respective carrying amounts are

recognised in the statement ol comprehensive income.

Financial assets at fai value through prcfn or loss
This category has two Sub-categories: Financial assets held lor trading and those designated at

fair value-thiough profit or loss at inception. A financial asset is classffied in this category il
acquired principally for the purpose o, selling in the short term or il so designated by

management.

Loans and receivables
Loans and receivables are non-derivative financial assets with lixed or determinable payments

that are not quoted in an active market and include receivables arising from day to day sale ol
goods and services. They are measured at amortised cost less impairment losses using the
eflective interest rate method.

Held to maturity
Held-to-maturity investments are non-derivative linancial assets with fixed or determinable
payments and iixed maturilies that management has the positive intention and ability to hold to
mdturity. Where a sale occurs other than an insignilicant amount of held-to-malurity assets, the
entire category would be tainted and classiried as available lor sale.

Available-for-sale financial assets
Financial assets that are not (a) tinancial assets at lair value through proJit or loss, (b) loans and

receivables, or (c) financial assets held to maturity.

Financial assets are initially recognised at lair value plus transaction costs for all tlnancial assets
not carried at lair value through prolit or loss. Financial assets are derecognised when the rights

to receive cash flows from the financial assets have expired or where the company has

transferred substantially all risks and rewards ot ownership.
Availablejor-sale Jinancial assets and tinancial assets at tair value through prolil or loss are

subsequenfly carried at lair value. Loans and receivables and held-to-maturity investments are

carried at amortised cost using the effective interest method. Gains and losses arising trom

changes in the fair value of "financial assets at fair value through protit or loss' are included in the
statement of comprehensive income in the period in which they arise. Gains and losses arising
from changes in the fair value oi availablejor-sale jinancial assets are recognised directly in

equity, until the financial asset is derecognised or impaired, at which time the cumulative gain or
loss previously recognised in equity is recognised in the statement oJ comprehensive income.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOB THE YEAR ENDED 30 JUNE 2015

SIGNIFICANT ACCOUNTING POLICIES (Continued)

n) Financialinstruments (continued)

Trade and other receivables

Trade and other receivables consist of all receivables, which are ol short duration with no stated
interest rate and are measured at amortised cost using the effective interest rate. An allowance is
made lor any unrecoverable amounts.

Borrowings
lnterest bearing loans are recorded at the proceeds received. Finance charges are recognised on
the accrual basis and are added 10 the carrying amount of the rolated instrument to the e)atent that
they are not settled in the period they arise.

Trade payables
Trade and other payables, consist ol all payables, which are of short duration with no stated
interest rate and are measured at amortised cost using the efrective interest rate.

Cash and cash equivalents
For the purpose ol the statement ol cash flows, cash equivalenB include short term liquid
investments, which are readily convertible to known amounls of cash and which were within three
months to maturity when acquired, less advances from banks repayable within three months trom
date of disbursement or confirmation of the advance. Cash and cash equivalents are measured at
amortised cost.

o) Foreign currency transactions

Assets and liabilities expressed in toreign currencies are translated into Kenya Shillings at the rates
of exchange ruling at the balance sheet date. Transactions during the year which are expressed in
foreign currencies are translated into Kenya Shi ings at the rates ruling on the dates of the
lransactions. Gains and losses on exchange are deall with in the income statement.

p) Employoe benefits

Accrued leave pay

q) Contingentliabilities

Employee entitlements to annual leave are recognised when they accrue to employees. A provision
is made for the estimated liability for outstanding annual leave enlitlement as a result ol services
rendered by employees up to the reporting date.

Contingent liabilities arise i, there is a possible or present obligations that may, but probabty will
not, require an outflow o, economic resources: or there is a present obligation, but there is no
reliable method to estimate the monetary value of the obligation.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JUNE 20,I5

SIGNIFICANT ACCOUNTING POLICIES (Continued)

r) Critical judgements and use oJ accounling estimates

The preparation of financiat statements in conformity with lnternational Financial Reporting

Standards requires the use ol certain critical accounting estimates. lt also requires directors to

exercise their iudgement in the process of applying the company's accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are signilicant to the financiai statemenls are disclosed in the relevant sections ol the financial
statements. Although these Bstimates are based on directors' best knowledge of current events
and actions they may undertake in the future, actual results ultimately may differ from those
estimates. ln particular, critical judgement has been applied by the directors in:

Valuation of biological assets;
Estimation oJ uselul life o, property, plant and equipment and intangible assets:

Determination o, revalued amounts of property, plant and equipment;
Determination ol actuarial deticit between the assets and liabilities ot employee beneJits

scheme:
Determination on whether the company's assets have been impaired.
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (contlnued)
FOR THE YEAB ENDED 30 JUNE 2015

3. PROPEBTY AND EQUIPMENT

(a) Year ended 30 June 2015

COST OB VALUATION
At 1 July 2014
Addtrons
Beversal
At 30 June 2015

COMPRISING
Cost
Valuation

At 30 June 2015

DEPRECIATION
At 1 July 2014

Charge for the year

At 30 June 2015

NET BOOK VALUE
At 30 June 2015

(b) Year ended 30 June 2015 Machinery
KShs'000

COST OB VALUATION
At 1 July 2013
Addtions

At 30 June 2014

Machinery and equtpments were revalued tn 2008 by Metrocosmo Ltmted, registered valuers and
were valued on the basis of depreclated replacement cost tor existing use. The resufting surplus
was translerred to the revaluatton resorve.

COMPRISING
Cost
Valuatron

Al 30 June 2014

DEPBECIATION
At 1 July 2013
Charge for the year

At 30 June 20'14

NET BOOK VALUE
At 30 June 2014

Motor
vehrcles

KShs'000

41 ,737
3.430

33,936

45.167 33.936

Furnfture and
computer

equrpment
KShs'000

30,044
1 ,697

23,823
7.918

31 ,741

20,454
4.771

31 .741 1 10.8,+4

45.167 33.936

32,751
12.4'16

14,255
43U

18.619

30,469
3.467

26,805
3.838

Tolal
KShs'000

105,717
5.127

87,043
23.801

1 10.844

61,514
't2.973

30.643 25,225 74.487

263m i29il
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_6516 36.352 I



SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

3. PROPERTY AND EQUtpMENT (continued)

(c) PROPERTY, PLANT AND EeUtpMENT (continued)

lf the revalued machinery and equipment were measured using the cost model, the
carrying amounts would be as follows:

Cost
Accumulated depreciation

Net book value

STAFF RECEIVABLES

Fair value ad.iustment on biological assets
General bad debts provision
Gratuity provision
Leave provision
Unrealized exchange losses
Revaluation surplus

Deferred tax assets

Property, plant and equipment
Leave provision
Gratuity provision
General bad debts provision
Unrealized exchange losses
Tax losses utilized
Fair value adjustment on biological assets

Land &
Buildings

Kshs'000'

108.014

Machinery
Kshs'000

Motor
Vehicles

Kshs'000

33.936
(33.936)

12,566
Q.327\

10.239
(7 .402\

Furniture &
Fitting

Kshs'000

36.500
(31.004)

.J_49QrcqJr4

45,857
(23.101)

22J56

4 2015
KShs'000

2014
KShs'000

5,181
(2.3271

2,854
(2.138)

5

Staff advances
Provision for doubtful debts

Less: receivable within one year (note 8)

DEFERRED TAX ASSET / (LIABILITY)

Movement in deferred tax during the year were as follows

As at I July
2014

Deferred tax liabilities

?,43.7

Statement of
comprehensive

income

__aa

As at 30 June
2015

(463)
(1,028)

(4751
(9,364)

(1 1.330)
[L330]

89
275

3.146

3.510

(6,212].

(10e)
(11)

(10,506)
(247\

(8e)
(275)

(3.146)

(3,510)

5,749
(1,028)

(366)
(s,353)

10.506
247

(17.085)
_ll3t75)

5,755
2245

Net deferred tax asset
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

6. INVENTORIES

Seeds and materials-fl nished
Work-in-progress
Obsolete inventories

CONSUMABLE BIOLOGICAL ASSETS
The consumable biological assets comprise vegetables

Fair value at the beginning of the year
Decrease in fair value due to harvesting
Additions at cost

Fair value loss arising from physical changes

Fair value at end of the year

Trade receivables
Provision for bad and doubtful debts

Growers receivables
Provision for bad and doubtful debts
Staff receivables (note 4)
VAT recoverable
Pre-payments
Other receivables
Provision for bad and doubtful debts

For trade receivables in respect of contracted seed growers, credit amount is limited to the delivery

of seeds expected from the growers. The credit is in form of the cost of farm inputs and supplies

taken by the grower to facilitate farm operations during seed growing seasons.

Other receivabtes relate to prepayments and deposits made for example electricity and water

deposits.

2015
KShs'000

351 ,941
294,347
(50.988)

Le5@S

2015
KShs'000

2014
KShs'000

92,396
(6,353)

86.043

391,979
266,534
(45.126\

613,187

73,27I
(5.278)

68.000

5,076
(4,998)
2,138

1.086
22,086
(1,040)

signiflcant assumptions made in the estimation of the fair value of the biologacal assets:

i) The market conditions will remain constant;
ii) The prevailing climatic conditions will not changei
iii) The pre{ax incremental borrowing rate will remain at 14%: and,
iri The prices of the farm inputs required to sustain the estimated yields will not change in the

entire period considered to be the life cycle of the crops.

8. TRADE AND OTHER RECEIVABLES

235
(235)
2't7

(25)
96

217
rcz)

96
139

150 _ .235

2014
KShs'000

7,500
(4,998)
7 A02

?5,490

40.682
(1 .041)

16_1*QZq 92,349
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONtiNUEd)

FOR THE YEAR ENDED 30 JUNE 2015

9 TAXATION

(a) Tax recoverable

At the beginning of the year
Charge for the Year
Previous year reconciliation
Paid during the year

At the end of the year

(b) lncome tax expense

Statement of comprehensive income
Current taxation based on adjusted profit at 30%
Prior year under provisjon
Deferred tax credit /(charge) (note 5)

(c) Reconciliation of expected lax based on accounting profit
profit to the tax credit

Accounting profiU(loss) before tax

Tax at the applicable rate of 30%
Tax effect of expenses not deductible for tax purposes
Prior Year under provision

Kenya Seed Company Limited
Kibo Seed Company Limited
Simlaw Seeds Company Uganda
Mt Elgon Seeds Company Limited

(ia) Purchases from related parties

Kenya Seed Company Limited

i
2015

KShs'000
2014

KShs'000

45.703

45,703

-45J03

4.234

,-L?i4

ru&
5,224
(9s0)

106,075
1,309
't,926

isg,3l!

45,703
(9.426)

36.277

&2J7

9.425
327

1 .918

17511

34.@

ttl6_21 .4,??4,

10. RELATED PARTY TRANSACTIONS

Simlaw Seeds Company is a subsidiary of Kenya Seed Company Limited which holds 98% of its shares.

The remaining 2o/o ol lhe shares are widely held by private individuals

The company transacts with other companies related to it by virtue of common shareholding. These

transactions are carried out at mutually agreed terms and are in the normal course of business.

During the year, the following transactions were entered into with related partaes:

2015 2014
(i) Sales to related parties: KShs'000 KShs'000

10,441
903

152,734
5,440
5,411

163-585

a
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continUed)
FOR THE YEAR ENDED 30 JUNE 2015

10. RELATED PARry TRANSACTTONS (contjnued)

(iii) Outstanding balances arising from sale and purchase of goods/services or advances to/from
related companies

(a) Due from group companies
Kibo Seeds Company Limited
Simlaw Seeds Company Uganda ltd
Mt. Elgon Seeds Company Limited

2015
KShs'000

45.206
13,004
25.285

83,495

(25.28s)

5E Zr_0

't7 ,107
984

32.283
( 16.390)

2014
KShs'000

alpa4

113,971
G37.414\

523A4i

43,770
13,049
25.285

82,104

(25.285l|

=.50-819

16,507
999

:
(16.3901

109,752
(634.929)

wJ17

Less provisions - Mt Elgon seeds company Ltd

(b) Due from related parties

Kenya Farmers Association
Ministry of Agriculture
County Governments
Provision for doubtful debt

(c) Due to parent company
f46

Current Account Sales
Current Account Purchases
Kenya Seed Company Limited

(iv) Directors'remuneration

A listing of the members of the Board of Directors is shown on page 2 of the Annual Report. ln
financial year under review, the total remuneration to the directors amounted to KShs 561,220
(2014- KShs 1,676,783).

(v) Key management compensation

The total remuneration to senior management amounted to KShs i9,O8O,4OO (2014 - KShs
16,647,5701.

(vi) Loan capital from parent company

The loan capital from the parent company represents the net value of assets and liabiliues
transfened from the parent company, Kenya seed company Limited, on 'l Juty 2003, on sale
of the Simlaw branch to Simlaw Seeds Company Limited.

The parent company has resolved that the loan should be treated as loan capital as it will be
used to increase the share capital of the company.

11. SHARE CAPITAL
2015 2014

KShs'000 KShs'000

Authorised, issued and fully paid:
5,000 ordinary shares of KShs 40 each ZOO - 2Ag

26
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1EL344 141.946

Trade payable are payable within one month of the date of the transactions, no interest is charged
on the balances.
Other payables are accruals at the end of the year for amounts whose invoices have not been
received by the end of the year.

13, PROVISION FOR EMPLOYEE ENTITLEMENTS

2015 2014
KShs'000 KShs'000

(a) Leave pay provision
At the beginning of the year
Provision for leave pay
Paid Leave
At the end of the year

SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 June 20'15

12. TRADE AND OTHER PAYABLES

Trade payables
Other payables and accruals

(b) Gratuity provision
At the beginning of the year
Gratuity paid
Provision for gratuity

At the end of the year

14 COST OF SALES

Purchases
Transport charges
Seed production and testing

Production overheadsl
oepreciation of production equipment
Repairs and maintenance
Fuels and oils

Movement in invenlories

2015
KShs'000

107,741
83.603

2014
KShs'000

132,27 4
15.672

6,245
(4.105)
3.75?

5.892

9214

2014
KShs'000

505,668
695

40.194

546.557

5,180
1,'t77
2.675

9.032

( 53, 142 )

w-447

3,087
295

:
3,382

3,383
957

(912)
3.427

5,898
(5,806)

1 .497

1 .497

5*010

513,171
58

40.930

554.159

2015
KShs'000

4,593
1,805

125

6.527

(a12)

559*814

\
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SIMLAW SEEDS COMPANY LIMITEO
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

15, OTHER OPERATING INCOME

Miscellaneous income
Bad debts recovered

16. ADMINISTRATVEEXPENSES

Salaries
Rent and rates
Wages
Repairs and maintenance
Pension
Staff training, welfare and medical
Gratuity
Power, light and water
Social security costs (NSSF)
Leave pay provisions

17. SELLING AND DISTRIEUTION COSTS

Public relations and advertising
Freight and transport
Travelling
Entertainment
Depreciation on distribution vehicles

18. (a) OPERATING ExPENSES
Postage and telecommunications
Provision for obsolete stock
Legal and professional fees
Security
Provision for doubtful debts
Insurance
Printing, stationery and publications
Bank charges
Depreciation on other office equipment
Auditors' remuneration
Other expenses
Donations and subscriptions
Exchange loss
Directors' emoluments

2015
KShs'O0O

16.204
61

10165

2014
KShs'000

8.665
2.089

_-19-754

2014
KShs'000

2015
KShs'000

75,399
t ,aoz
6,609
2,305
6,890

20,146
1 ,497
1,970

227
957

76,553
1 '1,165

5,340
1,505
5,498

13,374
3,752
2,109

317
395

12t502 120_008

10,689
9,008
7,119

42
2.111

11,764
15,409
't1,775

58
1.91 1

40-Etz28969

2,391
5,863

349
4,532
1,136
1,368
3,998
1,883
6,850
1.550
6,989
1,337

3,601
7 ,738
4,465
4,947

43
1 ,235
2,211
1 ,571
5,882
1 ,212
4,836
3.034

56't

3!9re

zJ37

1 .677

13452

Research and Development Costs

28
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SIMLAW SEEDS COMPANY LIMITED
NoTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

19.(a) PROFIT BEFORE TAXATION

The proflt before taxation is anived at after charging

Auditors' remu neration
Exchange loss
Depreciation
Operating lease rentals
Directors' remuneralion

And atter crediting

Miscellaneous income
Bad debts recovered

20

21

Bank balances and cash

OPERATING LEASE COMMITMENTS

Lease payments commifted under non-
cancellable operating leases due:

Not later than 1 year
Later than 1 year but not later than 5 years

22 CAPITAL COMMITMENTS

Authorised but not contracted for

23, FINANCIAL TNSTRUMENTS AND RISK MANAGEMENT

2015
KShs'000

1,550
6,973

1 3,555
7 ,562

561

16.265

2015
KShs'000

2014
KShs'000

13,615
69.308

n29i

1 ,21?

12,973
1 1, 165

_1417

8,665
2-089

2014
KShs'000

155-80{t

2014
KShs'000

10.615
24.794

35-409

01

CASH AND CASH EQUIVALENTS

This comprises cash in hand with local banks. Some of the bank accounts relating to the

company are registered in the name of Kenya Seed Company Limited, the parent company

4634!

2015
KShs'000

ZAJJO 191-125

The company's aclivities expose it to a variety of financial risks, including market risk, credit risk,

liquidity risk, operational risks and interest rate risk. The company's overall risk management
piograh focuses on the unpredictability of financial markets and seeks to minimize potential

adverse effects on the company's financial performance.

The Board of Directors has overall responsibility for the establishment and oversight of the

company's risk management framework.

\
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

23. FINANCIAL INSTRUMENTS AND RtSK MANAGEMENT (continued)

23,1 MARKET RISK

Market risk is the risk that the faar value or future cash flows of financial instruments will fluctuate
due to changes in market variables such as interest rates, foreign exchange rates.

The obiectjve of market risk management is to manage and control market risk exposure within
acceptable parameters, while optimizing on the retum on the risk.

(i) Foreign currency exchange risk

The company records transactions in foreign currencies at the rates in effect at the date of
the transaction. lt retranslates monetary assets and liabilities denominated in foreign
currencies at the rates of exchange in effect at the reporting date. All the gains or losses
arising from the changes in the currency exchange rates are accounted for in the income
statement

At 30 June 2015, if the Shilling had weakened/(strengthened) by B% against the US dolar
with all other variables held constant, post tax profil for the year would have been KShs.
8,441,616 (2014 (13o/o): KShs. 7,314,049) higher/(tower). mainty as a resutt of US doltar
denominated bank balances.

At 30 June 2015,if the Shilling had weakened/(strengthened) by 15% against the Euro with
all other variables held constant, post tax profit for the year would have been KShs.
245,806 (2014 (10%): KShs. 1 ,071.122) tower/(highe0, mainty as a resutt of US do ar
denominated trade payables.

lnterest rate risk

The company ulilises non-interest bearing balances from related parties used to fund
ongoing activities, thus has no major exposure to interest rate risk.

23,2 CREDIT RISK

The company is exposed to credit risk in its trade debtors and a provision for impairment of
trade debtors is established when there is objective evidence that the company will not be able
to collect all the amounts due according to the original terms of the trade debts. The
management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. The credlt rask is managed through management's
constant monitoring of the status of the credlt worthiness of the company's customers.
The utilisation of credit limits is regularly monitored. The company's trade and other recervables
at year-end were as follows:

Trade receivables
Other receivables

2015
KShs'000

86,042
75.036

?014
KShs'000

68.000
24,348

30
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SIMLAW SEEDS COMPANY LIMITED
NOTES To THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

23. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

23.2 CREDIT RISK (continued)

No collateral is held for any of the above assets and no receivables have had their terms
renegotiated.

None of the above assets are past due or impaired except for the following amounts in trade
receivables (which are due within 30 days of the end of the month in which they are invoiced):

Trade receivables
Past due but not impaired
- by up to 30 days
- by 31 to 60 days
- Over 60 days

Total past due but not impaired

Movement in provision for doubtful debts
At the beginning of the year
Recoveries during the year
Provision for the year

2015
KShs'000

29,933
32,502
23.607

86.O42

2014
KShs'000

5,278
(61)

1.136

31.473

13.270

7 .324
(2.046)

Balance as at 30 June 6.353

23 3 LIOUIDITY RISK MANAGEMENT

Liquidity risk is the risk that the company will encounter difficulty in meeting obligations from its

financial Iiabilities when due at a reasonable cost.

Prudent liquidity risk management includes maintaining sufficient cash for operations.
Management monitors rolling forecasts of the company's liquidity reserve on the basis of
expected cash flow.

24- CAPITAL MANAGEMENT

5J1j

The primary objectives of the company's capital management are to ensure that the company
complies with capital requirements and maintains healthy capital ratios in order to support its
business and to maximize shareholders' value.

The company maintains an actively managed capital base to cover risks inherent in the business.

The adequacy of the company's capital base is monitored using, among other measures, the
parameters determined by the directors The company's policy is to maintain a strong capital

base so as to maintain investor, creditor and market confidence and to sustaan future
development of the business.

\
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SIMLAW SEEDS COMPANY LIMITED
NOTES TO THE FINANCtAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JUNE 2015

25

26

CONTINGENT LIABILITIES
There are no contingent liabilities for which provisions have not been made in these financial
statements.

CURRENCY
These financial statements are presented in thousands of Kenya Shillings (KShs'O0O).

EVENTS AFTER THE REPORTING DATE
No material events or circumstances have arisen between the accounting date and the date of
this report.

INCORPORATION AND DOMICILE OF THE COMPANY
The Company is domiciled and incorporated in The Republic of Kenya under the Companies
fct Cap 486, Laws of Kenya. The company is a wholly owned subsidiary of Kenya Seed
Company l-imited. Kenya Seed Company Limited on the oth€r hand ij a substdiary of
Agricultural Development Corporation, which is wholly owned by the Government of the
Republic of Kenya under the Agricultural Development corpoiation Act and the state
Corporations Act.

27
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