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REPORT OF THE DIRECTORS . \

The Directors have the pleasure in presenting their report together with audited"
Financial Statement for the Sugar Development Fund for the year ended 30t June
2006. »

PRINCIPAL ATIVITIES

The Principal activities of the Fund_Which was established in 1992 is to create a
revolving fund for financing the activities of the Sugar Industry in Kenya.

RESULTS

Gross Income: Kshs.2,‘218,'7..23,748' : R st
Net Surplus after Expenses & Appropriations: Kshs.373,471 ,866 \

DIRECTORS

The Directors who served during the year are shown on page L.
AUDITORS

The Controller and Audit General is responsible for the Statutory Audit of the Funds
books and accounts in accordance with the provisions of Section 14 of the Public Audit
Act, 2003.

By Order of the Board

W/N(\w\u/ ‘ I

Rosemary Mkok
Company-Secretary -




FINANCIAL STATEMENT FOR THE YEAR ENDED
30™ JUNE 2006 |

SUGAR DEVELOPMENT FUND
_STATEMENT OF DIRECTORS’ RESPONSIBILITIES ON THE FINANCIAL
STATEMENTS

The Companiés Act requires the Directors to preparc financial statements for each
financial year which give a true and fair view of the state of affairs of the Board as at
the end of the financial year, and of the operating results of the Group for that year. It
‘also requires the Directors to ensure the Board keep proper accounting records, which
disclose with reasonable accuracy, the financial position of the Board. They ar¢ also

responsible for safeguarding the assets of the Board.

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, in conformity with the International Financial
Reporting Standards and in the manner required by the Companies Act. The Directors
are of the opinion that the financial statements give a true€ and fair view of the state o
the financial affairs of the Board and of the operating results of the Group. Thue
Directors further accept responsibility for the maintenance of accounting record:
which may be relied upon in the preparation of financial statements, as well a:
adequacy of internal financial controls.

Nothing has come to the attention of the Directors to indicate that the Board will nc
remain a going concern for at least the next twelve months from the date of th
statement.

A. O. Otieno Signed.....oorerernnes T

S. Busolo Signed (.- /ﬁ ALMARLAE
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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
FINANGIAL STATEMENTS OF SUGAR DEVELOPMENT FUND FOR THE
YEAR ENDED 30 JUNE 2006 R s R L e

| have audited the financial statements of Sugar Development Fund for the year
ended 30 June 2006 in accordance with the provisions of Section 14 of Public
Audit Act, 2003. | have obtained all the information and explanations which, to
the best of my knowledge and belief, were necessary for the purpose of the
audit. The financial.statements are in agreement with the books of account.

- Re'spvective Reépbnsibilities of the Di_'rectors" and Contreller and Auditor
General S T -l '

As set out in the statement of directors’ responsibilities, the directors are
responsible for the preparation of financial statements which give a true and fair
view of the Board’s state of affairs and of its operating results. My responsibility
is to express an independent opinion on the financial statements based on my
audit. :

Basis of Opinion

The audit was conducted in accordance with the International Standards on
Auditing. Those standards require that the audit be planned and performed with
a view to obtaining reasonable assurance that the financial statements are free
from material misstatement. An audit includes an examination, on a test basis, of
evidence supporting the amounts and disclosures in the financial statements. It
also includes an assessment of the accounting policies used and significant
estimates made by the directors, as well as an evaluation cf the overall
presentaﬁon of the financial statements. | believe the audit provides a reaspnable
basis formy opinion. -

Comments
1. Debtors

As disclosed in note 11 to the financial statements, the debtors and prepayments
figure of Kshs.1,959,042,189 includes an amount of Kshs.1,394,288,521 being
Sugar Development Fund Levy arrears due from institutions. According to the
accounting policy 1(b), Sugar Development Funds are collected by Kenya
Revenue Authority as an Agent of the Fund. However, the schedule produced



month of September, 2006 reducing the levy arrears to Kshs.1,059,928;896
which has been in arrears for over three years. Consequenﬂy, I'am unable to
confirm whether or if so, when the Fund will be able to recover the sugar levy in
arrears of Kshs.1,059,928,896. . . e e Sy

N .

P. N. KOMORA
CONTROLL/ER AND AUDITOR GENERAL : L 7
Nairobi °-

29 December 2006



KENYA SUGAR BOARD
SUGAR DEVELOPMENT FUND

STATEMENT OF INCOME & EXPENDITURE

FOR PERIOD ENDED 30TH JUNE 2006

30.06.06 30.06.05
Note KSHS KSHS
A INCOME :
Levy Income : » 1 1,762,746,686 1,583,573,690
Other Income ;
Interest income D 455,218,061 , 349,308,369
- Miscellaneous income : 3 759,000 g5 41401
Total Income , - 2,218,723,748 - 1,932,993,470
B APPROPRIATIONS =
Grants to KSB & Research _. -4 539,339,822 254,502,914
Agency fees (KRA) 5 24,872,935 23,427,388
564,212,757 277,930,303
Factory & Outgrower Supervision 6a 5,340,875 0
Audit Fees 6b +520,000 0
Depreciation -7 646,365 1,817,092
C Total Administrative Expenses 6,507,240 1,817,092
TOTAL EXPENSES 570,719,997 279,747,395
Operating Surplus ! (loss) 1,648,003,750 1,653,246,075
Finance Costs 8 425,988 510,829
Provision for Bad & Doubtful Debts 10 61,174,653 53,790,453
SURPLUS /(DEFICIT) BEFORE RESERVES 1,586,403,110 1,598,944,793
Prior Period Adjustment gb 985,246 - 7,619,106
SURPLUS /(DEFICIT BEFORE RESERVES 1,585,417,864 1,5691,325,687
Less Prescribed Reserves 248,730,844 390,456,504
NET SURPLUS /(DEFICIT) FOR THE PERIOD 1,336,687,020 1,200,869,183
APPROPRIATIONS OF LEVY NET OF RESERVES
Factory Rehabilitation =2/7*0.85%levy (2.5/7*.75*Levy for 2004/05) 428,095,624 424 171,524
Cane Development =1.75/7*0.85%levy (2/7*.75*Levy for 2004/05) 374,583,671 339,337,219
Roads Grants=0.75/7*0.85%levy (1/7*.75*Levy for 2004/05) 160,535,859 169,668,610
963,215,154 933,177,353
NET SURPLUS /(DEFICIT) AFTER APPROPRIATIONS 373,471,866 267,691,830






KENYA SUGAR BOARD

SUGAR DEVELOPMENT FUND

BALANCE SHEET AS AT 30TH JUNE 2006

LONG TERM ASSETS
Fixed Assets

Loans and Grants to Companies

CURRENT ASSETS

Debtors and Prepayments

Short term Deposits

Cash and Bank

Interest on Loans to Companies
Total Current Assets -

S

CURRENT LIABILITIES
Creditors and Accruals

NET CURRENT ASSETS
NET ASSETS

FINANCED BY :

Accumulated Reserves
Revaluation Reserves
Prescribed Reserves

Surplus / (Deficit ) for the Period

The Accounts were noted and approved by the Board

30.06.06
KSHS

6,287,568

5,820,843,895

1,959,042,189
2,680,370,602

360,373,406
2.839,876,545

__I_—_A_——-—‘—_

7,839,662,742

60,568,922

7,779,093,820

13,606,225,283

11,167,570,109
1,310,000
1,100,658,154
1,336,687.020

13,606,225,283

of Directors

30.06.05
KSHS

6,933,933
5.325,312,358
1,852,743 415
2.128,765,500

164,883,877
2 583 523,701
6.729,916,493

41,355,365

6,688,561,128

12,020,807,419

9,966,700,926
1,310,000
851,927,310
1,200,869,183

12,020,807.,419

of the Board on .......ocoeeee %\\C/\k 2006 and signed on their behalf by:

\

—

Sign: ... B ST

Andrew O. Otieno

CHIEF EXECUTIVE OFFICER

CHAIRMAN -

@MM\M/M%

Saulo W. Busolo



KENYA SUGAR BOARD
SUGAR_DEVELOPMENT FUND

CASH FLOW STATEMENT FOR THE PERIOD ENDED 30TH JUNE 2006

NET CASH FROM/(USED IN) OPERATING ACTIVITIES
INVESTING ACTIVITIES

Purchase/Realisation of Securities
Loans to Companies
Net cash used in Investing activities

FINANCING ACTIVITIES

]

Net Cash flows from Financing Activities ~

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS B/F
CASH AND CASH EQUIVALENTS C/F

30.06.06
KSHS

1,242,626,168

30.06.05
KSHS

1,176.465,092

-551,605,102
-495,531,537
-1,047.136,639

-1,299,006,245
189,930,711
-1,109,075,534

195,489,529
164,883,877
360,373,406

¥

0

67,389,558
97,494,319
164,883,877

RECONCILIATION OF CASH FROM/(USED IN) OPERATING ACTIVITIES BEFORE TAX

Operating Surplus

Add back Depreciation for the period
Changes in Working capital:
Decreasel((Increase) in Debtors
Decrease/((Increase) in Loan interest
(Decrease)llncrease in Creditors

1,585,417,864
646,365

-106,298,775
-256,352,844
19,213,557
1,242,626,168

1,591,325,687
1,817,092

519,449,062
-276,147,370
-659,979,379

1,176,465,092



KENYA SUGAR BOARD

SUGAR DEVELOPMENT FUND

RESERVES MOVEMENT SCHEDULE

ACCUMULATED REVALUATION

RESERVES RESERVES

KSHS KSHS -
Balance B/F July 2005 9,966,700,926 1,310,000
Transfers to Accumulated Reserves 1,200,869,183 0
Additions during the Period : 0 0
Bélancg CI/F 30.06. 2006 1'1,;I67,570,1 09" 1,310,000

PRESCRIBED
RESERVES
KSHS
851,927,310

0

248,730,844

REVENUE
RESERVES
KSHS
1,200,869,183
-1,200,869,183

1,336,687,020

TOTAL
RESERVES
KSHS
12,020,807,419
0

1,585,417,864

1,100,658,154

-1,336,687,020

13,606,225,283

The prescribed reserves refer to the share of the Sugar Development Levy as provided for in the sharing ratios meant for building up a reserve
for the future benefit of the industry. These reserves grew by Ksns 248,730,844 during the year. .

Revenue reserves is the net surplus after expendltures of the Fund, grants and prescribed reserves as in the income statement.

It is from these reserves that accumulated reserves are built.

Accumulated reserves is a built-up of revenue reserves oyer the years.

Revaluation reserves are as a result of new vaerngfen to the vehicles of the fund as listed below.

ANALYSIS OF REVALUATION RESERVE 30.06.06
Revaluation of KAH 110F in 2001/02 610,000.00
Revaluation of KAH 272F in 2001/02 700,000.00

10
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KENYA SUGAR BOARD

SUGAR DEVELOPMENT FUND

Note 10 b

LOANS SCHEDULE AS AT 30TH JUNE 2006

REHABILITATION

CHEMELIL SUGAR COMPANY

MUHORONI SUGAR COMPANY

NZOIA SUGAR COMPANY

SOUTH NYANZA SUGAR COMPANY

WEST KENYA SUGAR COMPANY

BUSIA SUGAR COMPANY

MIWANI SUGAR COMPANY

MUMIAS SUGAR COMPANY

LUBAO JAGGERY

GOVERNMENT OF KENYA GUARANTEED LOANS

PRINCIPAL
KSHS

230,315,856
1,115,910,099
381,617,670
55,346,398
2,464,420
5,030,226

362,287,523 -

150,000,000
2,262,107
262,816,823

2,558,081.622

INTEREST
OUTSTANDING

125,531,932
778,097,669
298,242,620
26,961,405
2,369,078
4,232,691
224,199,525
1,198,973
399,254
38,414,459

1,499,647,606

TOTAL
KSH

7]

355,847,788
1,894,007,768
679,860,290
82,308,303
4,833,498
9,262,917

576,487,049

151,198,973
2,691,361
301,231,282

4,057,729,228

Th_e loans are charged inferast at 5% for the first 36 months and 6% thereafter.

CANE DEVELOPMENT -

CHEMELIL SUGAR COMPANY
MUHORONI SUGAR COMPANY =
MUHORONI! OUTGROWERS COMPANY
MUMIAS OUTGROWERS

NZOIA SUGAR COMPANY

NZOIA OUTGROWERS COMPANY
SOUTH NYANZA SUGAR COMPANY
SOUTH NYANZA OUTGROWERS COMPANY
WEST KENYA SUGAR COMPANY
BUSIA SUGAR COMPANY

MIWANI SUGAR COMPANY

MUMIAS SUGAR COMPANY
CHEMELIL OUTGROWERS

SOIN OUTGROWERS

BUSIA OUTGROWERS

WEST KENYA OUTGROWERS

NANDI ESCP. OUTGROWERS

MIWANI OUTGROWERS

INTEREST

PRINCIPAL ~ OQUTSTANDING
185,340,172 83,727,961
226,258,833 126,998,926
233,857,527 70,918,550
73,634,459 31,930,856
700,384,121 372,761,566
281,901,079 191,791,119
367,504,069 171,163,360
359,411,208 257,383,368
739,541 661,707
296,574,885 195,425,205
115,233,194 53,458,596
150,000,000 1,684,932
100,843,080 30,383,718
126,510,007 69,261,628
65,895,511 8,685,842
38,917,179 14,392,480
114,614,801 27,641,435
11,111,557 4,746,361

3,448,731,224

TOTAL

269,068,134
353,257,759
304,776,077
105,565,315
1,073,145,687
473,692,198
538,667,429
616,794,576
1,401,248
492,000;,089
168,691,790
151,684,932
131,226,798
195,771,635
74,581,353
53,309,659
142,256,236
15,857,918

5,161,748,832

1,713,017,608

The loans are charged interest at 5% for the first 12 months and 6% thereafter.

Included in this analysis are loans for farmers arrears which are at interest rate of 3%.

ROADS LOANS

CHEMELIL SUGAR COMPANY
MUHORONI SUGAR COMPANY
NZOIA SUGAR COMPANY

SOUTH NYANZA SUGAR COMPANY
MIWANI SUGAR COMPANY

INTEREST

PRINCIPAL  QUTSTANDING
28,000,000 5,435,616
10,000,000 5,005,479
10,000,000 5,005,479
51,000,000 0
11,652,404 2,502,740
110,652,404 17,949,315

The Road and Infrastructure loans were issued before 2003/04 and are repayable.

ROADS GRANTS

MUMIAS SUGAR COMPANY
NZOIA SUGAR COMPANY
WEST KENYA SUGAR COMPANY

The Grants were issued after as from 2003/04 and are not repayable.

Receivership Costs - Muhoroni
Receivership Costs - Miwani

Grand Total

94,000,060
100,521,858
60,354,369

A ST AL

254,876,227

172,275,334
13,671,119

oL A I B

16

o o o
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TOTAL

33,435,616
15,005,479
15,005,479
51,000,000
14,155,144

128,601,719

94,000,000
100,521,858
60,354,369

254,876,227

172,275,334

13,671,119
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KENYA SUGAR BOARD

SUGAR DEVELOPMENT FUND

g,

Note 11

DEBTORS AND PREPAYMENTS AS AT 30TH JUNE 2006

i) LEVY ARREARS

INSTITUTIONS

Sundry Importers

South Nyanza Sugar Company
Miwani Sugar Company

Mumias Sugar. Company

West Kenya Sugar Company

Nzoia Sugar Company

Muhoroni Sugar Company

Chemelil Sugar Company 2
Jaggeries ’
Kenya National Tradmg Q,o; poratton

ii) SUNDRY DEBTORS

Nzoia Sugar Co. 1996 OOC Tech. Committee Exps.
Nzoia Sugar Co. Inter - Ministerial Committee
Kenya Sugar Industry Party
- Nzoia Sugar Company
- West Kenya Sugar Company
Kenya Sugar Marketing
KSB Inter - Company Account ( Hgs. project )
KSB Inter - Company Account
KESREF
Miwani Sugar Company
Nzoia Outgrowers Company
Receivership Costs - Muhoroni(Receiver's fees)
- Miwani(KPMG)
Coveka Outgrowers Company
Busia Sugar Co. (.Inter - Ministerial )
South Nyanza Sugar Co.
Other Debtors ( Sugar lndustry Ploughing Contr. )
Staff Debts & Others
Insurance Claim on money lost intransit
Sugar Import(Trumps Freighters)
Mumias Sugar Company
Chemelil Sugar Company
Muhoroni Sugar Company
Nzoia Sugar Co. (GM Vacancy )
SDL rebate on 2003/04 sugar exports
VAT Refunds on Export sugar (Mumias 2003/4)
Nzoia Sugar Co. ( Reimbursement )
Robert O. Ooko- Sale of Pajero KAL 651U

Less Provision for Bad Debts

30.06.06

KSHS

41,815,559
280,613,798
121,057,793
134,343,673

-19,309,225 .
440,322,636

155,193,705
190,693,729
2,179,603
8,758,800

1,394,288,521

21,874,833
294,471,926
121,057,793

72,324,275

13,845,522
421,059,672
142,089,414

191,805,190 -

2,460,038
8,758,800

1,289,747.463

844,458 844,458
1,486,840 1,486,840
157,115 157,115
157,115 157,115
34,000 34,000
118,635,557 118,635,557
406,016,670 404,362,189
5,103,936 5,103,936
160,000 160,000
52,161 52,161
6,675,691 6,675,691
1,180,000 1,180,000
1,938,970 1,938,970
667,000 667,000
2,217,340 2,217,340
50,000 50,000
4,792,072 5,442,837
684,051 684,051
19,000,000 19,000,000
391,506 391,506
842,577 842,577
8,896,800 8,896,800
420,794 420,794
28,462,604 28,462,604
66,263,199 66,263,199
5,416,036 5,416,036
754,000 0
681,300,491 679,542,775
-116,546,823 -116,546,823

1,959,042,189

1,852,743,415
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KENYA SUGAR BOARD

SUGAR DEVELOPMENT FUND

Note 12

INVESTMENT SCHEDULE AS AT 30TH JUNE 2006

30.06.06

KSHS

NBK Hili Branch 1,124,225,669

Co-operative Bank 704,179,763
Euro Bank - ' 55,987,375

~Standard Chartered 315,595,250

Barclays Bank - 536,369,920

KCB Milimani ; ' 0

- . 2,736,357,977

30.06.05
KSHS

572,718,493
821,275,411
55,987,375

- 200,558,904
©'533,227,446
985,246

2,184,752,875

v

e

Less Provision for Bad Debts (Euro Bank) 55,987,375 55,987,375
Net Investments 2,680,370,602 2,128,765,500
Note 13

CASH AND BANK BALANCES AS AT 30TH JUNE 2006

30.06.06

KSHE

N.B.K. Mombasa Branch 0
STD CHARTERED Westlands 201,413,613
Cooperative Bank, Coop. Hse. 18,361,154
Barclays Bank Westlands 140,598,639

360,373,406

Note 14
CREDITORS AND ACCRUALS SCHEDULE AS AT 30TH JUNE 2006

30.06.06

KSHS

Sugar Research Levy 59,642,729
Audit Fees 400,000
Money in transit 4,985
Mitchell Cotts (for sugar exports) 463,468
Legal Fees 57,740
60,568,922

18

30.06.05
KSHS

1,357,671
105,015,643
1,959,343
56,551,220

164,8483,877

30.06.05
KSHS

40,589,172
240,000
4,985
463,468
57,740

41,355,365
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