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IGY ETIIIY !ilRIRMANON AI{D MAT{'IGEII B{T

Badumund lnlbmaUon

Chemelll Sugar Company ls located along Awasl - Nandl Hllls road ln Muhoronl sub County of Klsumu Coun$, approxlmately 50
kilomctres from Klsumu Clg. lt was establlshed ln 1965 as a prlvate llmlted Company and later became a Parastatal ln

1974.Ihe Company ls a Parastatal under the Mlnlstry of Agrlculture, Llvestock, Flsherles and lrlgatlon - State Department of

Crop Development.

PdndpalActlvlUes

The prlnclpal actlvlty/mlsslon of the Company ls to manufacture sugar and co-products fiom sugarcane and to establlsh and

manage sugalcane plantauons.

BOARD OFDIRECITORS

Mr. Zedeklah Klprop Bundotlch
Mr. Gabrlel Nyangrveso

Mr. Davld Oslany

Prlnclpal Secretary, Mlnlstry of Agrlculture
Prlnclpal Secretary, Mlnlstry of Agrlculture
Prlnclpal Secretary, Natlonal Treasury

Development Bank of Kenya

Atrlcultural Development CorporaUon
VIVO Ener6(lQ UD
Eng. Ezra Odhlambo
Ms. Chrlstlne Atleno

CHIEFOFF|CERS

Mr. GabrlelNyangreso
Mr. Emmanuel 0betch Ngala
Mr. Joel Klplagat
Mr. EllJah Chelagat
Ms. Jacquellne Kotonya

Mr. MoffatOmondl
Ms. Llndah Klplagat
Mr. Samson Oyayo

Mr. Amos Kosgel

- Chalrman

-AS.Managlng Dlrector
- !ndependent Dlrector
- Altemate, Ms. Mary Karanla (Exlted ln Dec. 2018)
- Altemate, Ms. Jackllne Kllo (Jolned ln Dec. 2018)
- Altemate, Mr. Kennedy Odhlambo
- Altemate, Mr. Jacob Mananda
- Altemate, Mr. Rlchard Alyabel
- Altemate , Ms. Naoml Assumanl
- lndependent Dlrector (Exlted ln May 2019)
- lndependent Dlrector

- Ag.Managlng Dlrector
- Head ofFlnance
- Head of Agrlculture(Ag)
- Head of Factory60
- Quall$ Assurance Manager
- Head of Human Resources(Ag)
- Marketlng Manager (A$
- lCT Manage(4o
- lntemal Audlt Manage(Ag)

EffiHcadqurftca
P.0. Box 177-40107
Awasl-NandlHllls Road

Muhomn!, Kcnya

Entt$Conttctl
Telephone :( 2541 02G203 1883 / 4 / 5
E-mall: chemelll@swlftklsum u.com/chemelll. mdsofflc@gmall.com
Webslte: www.chemsugar .go.ke

EntlfBanloo
Kenya Commerclal Bank Llmlted
P.0. Box 17-40100
KISUMU
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IGY EiIIIY INR,RMANON AI{D MIWlGilEfT (CorrUnued}

CooperaUve Bank of Kenya Llmited
P.0 80x301511-40100
IOSUMU

lndependontAudlton
Matengo and Assoclates
Flnancla! & Management Consultants
Lenana Road- Wood Avenue Junctlon
P.0. Box 67603-00200
Nalrcbl, Kenya.

0n behalf oli
Ihe Audltor-General
P. 0. Box 30084 - OO10O

Nalmbl,Xenya

Pdndpal legalAdvlser
Mlgos 0gamba & Company
P.0. Box 17- 40100
Nalmbl, Kenya.
Otlono Ragot & Company
P. 0. Box 3051 - 40100
Klrumu,lGnya.

CompanySecntary
lmage Regstars
P.0. Box 9287- 00100
Nalmbl, Kenya.
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IHE BOARD OF DIRECIORS

DIRESIOR'S ITIIIME r(EY QUAU HCAnoNS AND mERrEt{CE

1. Mr. Zodeklah

Ipmp
Bundotlch

Ghalman

Mr. Bundotlch was appointed as Ghairman of the Board of Dlrectors with effect from 20th September, 2018.

He is a renowened buslnessman with a wlde knowledge ln transport and dalry lndustry spannlng over 15

years.

Holds Bsc of sclence ln Management and Marketing (Royal Holloway Universlty of London), Diploma ln

Business Management.

He ls the group Chalrman and founder of Euzeki Group of Companies. Has achleved a lot ln the business

fleld.

2, Mr. Dald
0slany

lndependent Dlrector

Mr. 0siany is a public pollcy professlonal with over 10 years experlence ln policy advocacy and advlce, and

strateglc public management wlth speclal blas to communlcatlon, HR Management & Organlzatlonal

Development. He holds MSc. Publlc Pollcy from the Universig of Brlstol, Unlted Klngdom and Bachelors

Degree in Arts (Communlcation & Soclologr) from the Universlty of Nalrobi. He was appolnted Dlrector with

effect from 20th September, 2018.

3. Ms.Chdsdne

AUeno Ofleno
lndependent Dlrcctor

Ms. Atleno was appointed Board member of the Company with effect fmm 20th September, 2018.She is a

Lawyer with vast experience in consultancy seruices and research. Cunently a partner ln charge of Flnance

and Admlnlstratlon at Maangl and Otieno Advocates. A member of varlous professlonal bodies e.g. FIDA,

LSK, and CRADLE. Has prevlously consulted forAPHIA-USAID, 0xfam GB, and Commlttee for lmplementaUon

ofthe consUtutlon of Kenya (ClC), Natlonal Legal Aid Awareness Program (NALEAP).

Has Bachelo/s degree ln Law from Unlvenlty of Naimbl, Dlploma ln law fmm Kenya School of Law.

4, Eng, Ezra 0.
0dhlambo

Mr. 0dhlambo, aged 63 years ls a holder of Executlve Masterc of Buslness Admlnlstratlon (EMBA) BSc

Electrical Eng. From JKUAT-2009,P0st Graduate Diploma ln Telecommunlcations Management Studles from

Bailbrok College (England)-1988 and He has broad business management experlence which ranges fmm

strateglc plannlng, buslness admlnistratlon, malntenance management, englneerlng, proJect management

among others. He was appolnted to the Board on 31.05.2016.

5. Mr. Jacob

Mananda

Altemate Dlractor

Mr. Mananda represents Development Bank of Kenya. He has Masters of Sclence ln Financlal Economlcs

and he is a Certifled Publlc Accountant(K).

6. Mr.Irennedy

0dhlambo

Altemate Director

Mr. 0dhlambo represents the Natlonal Treasury as per the State Corporation Act.Alternate to Prlncipal

Secretary,Ihe Natlonal Treasury.
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l, Mr.Rldad
Alyalbd

Altcmatc Dlrector (ADC)

8. Ma.Jacquellne

Kllo
AlbmateDlncbr

Jolned the Board on 1lt' 0ctober 2018.

MlnlsEy d
lJvostoch Flrherlec
lrrlglaton
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THE MANAGEi'EI{T IFIM

MAiIIGBI,S N,/qME KEY QUAUHCANONS AND EXPEREITCE

1. Mr.GabrlelNyangWeso
Managing Direclor (Ag)

Mr.Nyangreso holds a Masters Degree(MBA) in Strategic Management from Egenon Univenity,

BSC in Agrlculture from University of Nairobi and lnternational Certiflcate in sugarcane Agronomy

from Maurigus. He has serued Sony Sugar as Out growers Manager, Nucleus Estate Manager,

Transport Manager and Head of Agriculture - a positlon he held untll secondment to Chemelil

Sugar Company as Managlng Director in an acting capacity from 5th May 2017.

2, Mr. E[ah Chepyegon Chelagat
Head of Factory (Ag)

_,A#n

48 years, Mr. Chelagat holds a Englneering Degree m Kenyatta

Unlversity of Agrlculture and Technologt. He has trainlng on lndustrial Relatlons Management and

Supervisory Skills Management, Consequence Management, Job Evaluatlon, and Boilers and

Steam Systems by GEF-KAM. Prior to his cunent appointment, Mr. Chelagat was the Company's

Englneerlng Manager-Mechanlcal a positlon he rose to since ioining the Company as a

Management Tralnee in 1998. He ls a registered member of Engineers Board of Kenya.

He was appointed to his current post in June 2016.

3. Mr. EmmanuelObetfi NgAla
Head of Finance

Aged 44 years, Emmanuel is a nce a strate$/ professional wlth over years of experience

in accountlng and corporate reporting, flnancial management, strates/ formulatlon and tax

planning. He began his career as a graduate management trainee at Mumlas Sugar Company

before being conflrmed to the position of Cost & Pro.iects Accountant He rose through the ranks

seruing in the positions of Treasury Accountant, Corporate Planning and Strate$/ Manager and

Finance Manager (Systems and Compliance) before Joining Chemelil Sugar Company.

Emmanuel is a qualified accountant, a certlfied lS0 9001:2015 QMS lead Auditor and a trained

Risk Management Champlon. He holds Bachelo/s degree ln Commerce (Accounting Opflon) from

Kenyatta Unlverslty (KU) and ExecuUve Maste/s degree ln Business Adminlstratlon fmm Jomo

Kenyatta Universl$ of Agriculture and Technologr (JKUAT).

He ls a member of lhe UK based Association of Chattered Certifled Accountants (ACCA) and lhe

Kenya lnstitute of Management (MKIM).

fl
, . '-!.t

4, Mr. Joel XlplagFt
Head of Agrlculture (A$

Klplagat is aged 59 years. He is a holder of Diploma ln Agrlculture from Ege(on Universi$

cate ln Sugarcane Agronomy from RASTIC, Mauritius and a certificate in Rlce cultivation fro

.lapan. He was appointed to the position of Head of Agriculture ln May 2017 on
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5. Malacquellnelbtonya
Quallty Assurance Manager

Ms. Kotonya aged 45 yearc holds a BSc.Chemlstry Degree from Unlverslty of Nalrobl. She has

prevlously worked for lnsteel llmlted as a Quallty Assurance Coordlnator and Unga llmlted as a

Quall$ Conttoller. Her Membershlps lnclude Kenya Assoclatlon of Manufactures (lGM), Klsumu

Chapter, Afrlcan Women ln Sclence and Englneerlng (AWSE), Envlronmental lnsUtute of

Kenya(ElK).

She was appolnted to her cunent positlon ln March 2011.

0
. n.(. i

6. lir.mmatomondi
Head of Human Resource (Ag)

Mr. Omondl ls aged 52 years. He holds a Bachelor of Sclence degree Bsc. Chemlstry

(u.O.N),lntematlonal certiflcate ln chemlcal control (Maurluus),Dlp. ln Human Resource

Management (KlM) and Cert ln Monltorlng and EvaluaUon (KlM). He ls Assoclate Member of

lnstitute of Human Resource. He was appointed to the posiUon of Head of Human Resource in May

2017 onactingcapacig.

7. Mr.Japhefi0Jmng
Supply Chaln Manager (Ag)

Mr. 0Jwang ls aged 42 years. He hotds a Bachelors of Buslness Management degree in

Purchaslng and Supplles from Mol Unlversig and Dlploma in Buslness Admlnlstratlon from

Klsumu Polytechnlc. He ls a member of Kenya lnstitute of Supplles Management (KISM) and

Chartered lnstltute of Procurement and Supply (CIPS). He was appolnted to thls poslUon ln May

2017.

il
8. Mr.AmoslGcgel 'fl

lntemal Audlt Manager (Ag

Mr. Amos Kosgel holds a Bachelor of merce

Eastern Afrlca and is a Certlfled Publlc Accountant (CPA (lg. He is a member of the lnstltute of

certlfled Publlc Accountants of Kenya (lcPAlQ. He has tralnlng on tsO t4oot-2004
lmplementaUon , Public Pmcurement and Dlsposal Act and lnformatlon Systems Securlty. He ls

cunently the secretary to the lntegrlty Commlttee of the Company. He was appolnted the lntemal

Audlt Manager ln actlng capaclty ln August 2015.

G?
',r,-#r:lit9. Ms. UndahJ. Xlptagat

MarkeUng Manager(Ag

She holds a BA) Management from Jku

lversl$, BBA ln Marketlng from Kenya Methodlst Unlversity and Dlploma ln Publlc Relations

shelsamemberof Markeungsocletyof Kenya. she wasappointedthe MarketlngManager

capacity ln May 2018.

t
10. Mr.SamronQTayo

lCTManager(Ag

r, ls aged 58 years. a Bachelor of Sclence

from Unlverslty of Nalrobl. Mr. Oyayo has tralnlng on Mlcrosoft Certlfled Systems Englneer (MCSQ,

Data communlcatlon Networks, structured systems Analysls and Deslgn, and 0racle

AdmlnlstraUon.

He was appolnted to the posluon of ICT manager ln actlng capaclty in August 20 1 7.
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CHAIRMANS REPORT

Ihe performanceofChemelilsugarCompanyfortheyearended30June2019ls asfollows;

ovERuav

Ihe operatlng envimnment for the year under revlew was marked by myrlad of challenges. The maJor challenge was cane

shortage blting the zone caused by competltion for cane from other mlllers as a result of lack of regulaUons to govem

operations of the sugar industry.Due to cane shortage ln the zone,the Company managed to mlll for only seven months. Ihe

other challenge was breakdown of key machinery in the factory due to agelng plant which has not undergone maJor

malntenance since the year 20L3.lhis led to lnefficlent factory operatlons whlch worsened converslon ratlos thus adversely

affectlng cashfl ow and profitabillty.

OPERANONS

Finst quafter operations began in the second month after the Company took a strategic declslon to resume cane milllng

starting with the cane drawn from Nucleus Estate so as to generate revenue and pmcure cane fmm 0utgmwerc farms.

Performance was very good as the natlonwlde crackdown on lmported contraband sugar raged on. Demand for local sugar

was increased and sugar prlce improved enabling the Companyto pay farmea on promptly.

Ihe good sugar prlces continued to spur milllng operatlons lnto the second qualter but lasted only one month after the

crackdown lost momentum and sugar conflscated from impoters began getting lts way back to the market Like other local

mlllers, the Company was unable to sell lts stocks as prlces had dlpped sharply by mid October therby creatlng a cashflow

crlsls. The govemment intervened with the promise to help defray cane arrears owed to sugarcane farmers by local mlllers.

Ihe Company then owed farmers over ]Gh 210 million. The move encouraged farmers and enhanced cane supply to the mlll.

Ihe factory experlenced a major breakdown Just at the beginnlng of the thlrd quarter which took nearly two weeks to resolve

and trlgened a serles of other defects. Ihe slgnlficant prcductlon time lost coupled wlth the January/February low

purchasing power adversely affected the flow of Company operatlons and cash flows. The sltuatlon worsened when Chemelll

Sugar Company farmers were omltted from the paft payment of cane anears released by the government in March 2019.

Ihey immedlately withheld thelr cane and stopped deliverlng to Chemelll factory, thereby forclng tie Company to halt milling

operations.

Ihe Company dld not mlll ln the entlre fourth quarter. Although the farmers recelved thelr part payment ln May 2019, the

lndustry was already experlenclng general shonage of mature cane partly due to the effect of the long ralns but also because

of overharvesung before the long ralns set ln. Ihe Company took advantage of the opportunlty to concentrate on cane

development actlvlties ln the Nucleus Btate durlng the forth quaner.

Ihe cumulative impact of all these operations from quarter one to quafter four was a loss of Ksh 646 Million.

RMJREPROSPECTS

Ihe Company's 5- year strateglc plan (2017 / 18- 2021./2022) malor obJective is to avall cane supply of 690,000 tons in

2017 /2018 and lncrease progressively to 871,000 tons ln the year 202 l/2022 by the end of the 5- year perlod. Cane yleld

is also proJected to increase from 48 TCH to 75 TCH . Though these targeb wer€ not achleved in the year under revlew,lt ls

envisaged that the Government commltment to privatize the sugar sector wlll mitlgate the inadequate cane avallablll$ and

supply to the factory.

Ihe COMESA safeguad measurcs which werc expec{ed to lapse by Feb 2019 were extended by two more yean. The

Company/s lmproved performance levels should enable lt compete when that time lapses, the Company will conUnue to

enhance factory efliclency and lncrease the branded sugar production. Cost management inltlatlves wlll conflnue to be

implemented to retum the company to profltablllU. More land ln the catchment area is belng put under cane to meet the

factory optlmum requirements and inlgatlon project is belng enhanced to lncrease cane yield. Ihe cane development

program wlll contlnue lnto the next year where a fufther 3,000 hectares are targeted.

The privatizatlon of the five Govemment owned sugar mills is ln pmgress. Thls pmcess is expected to enhance

competftlveness, profitabilig and sustalnablllty of the Company.
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BUSINHISREUET

Access to adequate quallty raw materlal and stablllty of market sugar prlm rcmaln the key determlnants of the Company,s
operatlonal performance. Ihe company contlnues to engage and/or contract farmerc for cane supply. lmprovement ln cane
avallablllty ls belng pursued through planUng of hlgh sucmse and eafi maturlng cane wlthln tire nucleus estate and
lmpmvlng extenslon seryices to farmers. ConUnued support to farmers with farm lnputs and lmplements ls on-golng. All
these effofts are almed at lmprcvlng the quantlty and quallty of the cane for mllllng. Ihe cane testihg unlt whlch witt peglane
payment 0n sucrose content thus ensurlng the company gets value for money ls almost complete.

Ihe lmplementaUon of recommendaUons by the task force on Sugar lndustry is expected to sanluze the regulatory reglme,
conuol sugar lmpotaUon and crcate a level playlng gmund for all in the lndustry. Ihe company ls also keen on cost controls
and ln lmproved corporate communlcatlons pollcy to ensure lt has support from ill stakeholders.

PERFORMAI{CE COTTIRACT

Ihe company entered into a negotlated performance contract with the Govemment of Kenya for the year 2Otg/2019 by
settlngtargets ln llne with the Strateglc plan2OlT/2018-202t/2022 and the tpprovei Budget ior20t8/20t9.The
Company dld not achleve lts profitablllty target glven the condltlons lt operated ln .However few performance lndlcators were
achleved in the year under revlew due to challenglng envlmnment we operated ln.Ihere is commltment of the Company's
Board, Managoment and memberc of staff to conUnually lmpmve performance and producliviry of the Company. As a team
we are poslUve and stmngly belleve ln contlnued lmprcved performance to achleve and surpass the boundaries of success.

DMDE{DS

The company remalns commltted ln gfulng a retum on lnvestment to all the shareholderc as per lts prlmary objesilve
(Maxlmlzatlon of Shareholders' fund) through payment of dlvldends. However, due to aforementloned flnanclal constralnts
the Company was not ln a poslUon to pay dlvldends. Wlth all the measures belng put ln place, thls ls likely to change and
dlvidends shall be pald accordtngty.

APPRECUIIION

0n behalf of the Board of Dlrectors, I wlsh to express my gratitude to all our cane farmers who have stood wlth us du rlng these
difficult tlmes . I also wish to thank our suppllerc, the Commodity Fund and the Natlonal Govemment for the loans given to
US, cane transporteB, cane development contractors and the sugar customers for thelr valued su pport ln the last one year.

ly, I would also llke to take thls opportunlty to slncerely thank the management and staff for thelr hard worfi and
ed commltment to Company goals even durlng the dlfflcult tlmes expedenced for the better part of the year. Ihe

ls optlmlstlc that we shall all lmprove our performance to meet our targets for future Company sustainabllity.

CHAIRMIII{
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REPORT OF MAI{AGING DIRECIOR

ItflRoDUCnoN
It ls my pleasure once agaln to report on the performance of Chemelll Sugar Company Umlted for the year ended 30s June

2019

0t ERvtEw
ln the year under revlew, the Company experlenced a number of challenges in lts operatlons whlch lnclude;Factoty

breakdowns due to aglng plant whlch adversely affected thmughput and converslon raUos;poachlng of cane fmm the zone by

other mlllers resulting ln cane shortage;low agrlcultural machlnery avallablllty ;unrestdcted lmportaUon of sugar whlch

resulted ln glut ln the marfiet hence depressed sugar prlces and low cane ylelds. Ihese facton affested Companys' rcvenue

generatlon and thus cash lnflows.

PERRIRMAT{CE REVIEW

l.Opcrdonc
Ihefactorymllledatotalof 197,292t0ns ofcanelntheyearunderrevlewcomparedto153,62TtonsmllledlnFY2018.Ihe
Nucleus Estate supplled 32,608 tons of cane comparcd lo 32,797 tons supplled ln FY 2018, representlng 16% of the total

cane supply whlle the farmers supplled 164,684 tons compared to 120,830 tons supplled ln FY 2018 representlng 84% of

the total cane supply .Ihe amount pald to farmers for cane supply was ]Gh 619 Mllllon compared to fshs 481 Mllllon pald to

farmerc ln FY2018.

Cane supplled was mllled at a converslon ratlo of 15.6 to produce 12,649 tons of sugar compared to 9, 114 tons produced

ln ff 2018, the productlon represents a 38% increase compared to the prevlous year. Sugar quallty remalned hlgh as the

Company complled wlth the Kenya Bureau of Standards (KEBS) requlrements for StandardlzaUon Mark for bmwn sugar.

the sugarglut ln the market pushed the average prlce ofcane perton down to Ishs 3,750 compared to cane prlce perton

of Kshs.4,000 ln FY 2018 repesentlng a 6% decrease. Cane prlclng commlttee was lnvolved ln settlng mlnlmum cane prlce

based on prevalllng ex-factory prlce ofsugar.

Adminlstmtlon cost (Flnance & AdmlnlstraUon and Human Resource) lncreased by3.47% ln the year under rcvlew.

Ihe mollassess and Sugar prlces deepened ln the market ln the year under revlew compared to prcvlous year. Ihe average

prlce per ton of sugar was Xshs. 80,000 compared to Ksh. 85,000 for FY 2018 . Ihe decrease ln sugar prlce was due to

unrestrlcted /llle1al lmportaUon of sugarwhlch led to sugarglut ln the market

ll. FlnandalRcsultr

The overall performance for the year was an operatlng loss of Shs. 646 mllllon arislng from cane shortage and factory

lnefflclencles. Thls was sllghtly hlgherthan the restated loss of Shs. 614 milllon recorded ln the prcvlous year.

lS0 9fl1t2015 QUruIY MANIIGEIIEIIII STSIEIII

Chemelll Sugar Company Llmlted has made a strateglc buslness declsion to develop and lmplement a Qualt$ Management

System (QMS) across all departments of the Company. Ihe lmplementatlon of the QMS ls intended to lmprove and sustaln

the overall performance of the Companfs buslness processes, products and serulces'

Ihe Company has developed a roadmap and ls committed to translt to the verclon of QMS, lS0 9001:2015.
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APPREOAIIOI{

0n behalf of the Management and staff, I wlsh to exprcss my gratltude to all our stakeholders for fielr valued suppolt oyer
the pedod. Key among them lnclude cane famerc who have stood wtth us durlng these dlfilcult tlmes and have now
redoubled thelr effotts ln cane farmlng. I also wlsh to thank our materlals supptlers, the Sugar Dlrec,torate , contractols , the
sugar customerc and Mlnlstry of Agrlculture,Uvestock and Flsherles for thelr contlnued support I take thls opponunty to
slncerely express my appmclatlon to the Board for thelr valued guldance and overclght Flnally, I thank the management and
stafrfortheh hard wotk and contlnued commttmentto the Company.

IWAI{G-UYESO

Ag: M/WtctNC DTRECIOR
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STAIEIIIE}TT OF CORPORAIE GOVERNII'{CE

Corporate Governance ls a key element contrlbutlng to Chemelll Sugar Company Umlted Buslness success and sustenance.

To thls end, the company has implemented the Mwongozo Code of Govemance as the Corporate Govenance blue prlnt for

State Corporatlons .

Thc Boad of Dlnctols

Chemelll Sugar Companfs Board of Dlrcctorc provlde strateglc dlrectlon to the Company through overslght, revlew and

guldance as well as settlng the sfateglc and pollcy dlrectlon forthe reallzatlon of the overall Company's strateglc obJectlves.

Ihe Board ls comprised of lndependent, non-executive Dlrectors, lncludlng the Chalrman. Ihe Dlrectols are glven appmpriate

and timely lnformatlon so that they can malntaln full and effectlve control over all strateglc, flnanclal, operaUonal and

compllance lssues of the Company. All the non-executlve Dlrectors on the Board are lndependent of management and free

from any buslness or other relatlonshlp whlch could materlally compromlse the exerclse of thelr lndependence.

Ihe Board offers overslght and revlew matters rclated to thelr dutles lncludlng the Company's strates/, flnanclal
performance, corporate govemance, ensurlng sound malntenance of lntemal control systems and rlsk management.

Bord Mcctlngs

Ihe Board of Dlrectors meet quarterly ln accordance wlth Board schedules as stlpulated ln the Mwongozo Code of
Govemance, ln order to monltor the Company's planned stratest and revlew of the flnancial performance. Speclflc revlews of
management performance, operatlonal lssues and future plannlng arc also undedaken. Ihe Board has a calendar for

meeUngs and matten reserved for lt. Ihe dlrectors recelve appmprlate and tlmely repofts to facllltate informed dellberatlons
and declslon maklng.

Boad Commtttecs

Ihe Eoard has three standlng committees with speclflc dellgated authorltles and terms of refercnce. These are are Audlt

Commltttee, Flnance and Human Resource Commlttee and Strateg and Technlcal Commlttee. Ihe Board Commlttes meet at
least once on quafterly basls. The respestlve commlttee Chalrpersons present thelr ieports to the full Board at the quarterly

meeflngs. Ihe detalls of these commlttees and thelr membenhlp are hlghllghted below;-

1. AudltCommltbc

Mcmbca

Mr. Jacob Mananda
Mr. Kennedy 0dhlambo
Eng. Ezra Odhlambo
Ms. Jackllne Kllo
Mr. Gabrlel Nyangweso- Managlng Dlrector(Agl

Rolc and Funcflons

Ihe Commlttee meets quarterly or as maybe necessary. lt's responslbllitles lnclude; the rcvlew of lnterlm and full year

flnanclal statements so as to ensure compliance wlth accounUng standards and other dlsclosure requlrements; the

malntenance of the Company's system of accountlng and lntemal controls; llalson wlth the external audltorc of the Company

and puttlng lnto effect thelr recommendatlons. Ihe extemal audltorc, lntemal audlton and the Company management may

be called to attend any meeUngs o, the Commlttee to clarlfy any lssue as requlred by tie Commlttee.

2.Human Rccourcc rnd Flnancc Commttlcc

Mcmbcn
Ms. Chrlstlne AUeno
Mr. Rlchard Alyabel

Mr. KennedyOdhlambo
Mr. Davld Oslany

Chalrman

Page
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Mr. GabrlelNyangweso Mananglng Dlrcctor

Role and Funcdon

Ihe Human Resources and Finance Commlttee meets quarterly and ls mandated to revlew flnancial performance and human
resource pollcles of the company on a regular basls. lt also makes sultable recommendatlons to the Board on executlve
management appolntments among other lssues.

3. Sffig and Technlcal Commttoe
Memben

Mr. Davld Oslany
Mr. Rlchard Alyabel

Ms. ChrlstlneAtleno
Eng.Ezn 0dhlambo
Mr. Jacob Mananda
Mr. GabrielNyanElweso

Chalrman

Managlng Dlrector (Ag

Role and funcdon

Ihe commtttee meets on need basls to revlew the operatlonal and strateglc lssues such as cost management, dlverslficatlon
and lnformatlon technolo$t needs of the company and make rccommendatlons to the Board on suitable long term strategles
forthe company.

Ihe Board appolnts other commlttees as and when requlred.

CommunlcaUon wth Sharcholders

The Company ls commltted to ensuring that shareholders and stakeholders are provlded wlth full and flmely lnformatlon
about fh performance. Ihls ls usually done thmugh the dlstrlbutlon of the Compan/s Quarterly and Annual Reports to tie
Natlonal Treasury, Parllament and Parent Mlnlstry on quanedy and yearly basls.
ln thls regard, the Company complles with lts obllgatlons on good corporate govemance practces as contalned ln Mwongozo
Code of Corporate Govemance.

Boad Evaluatlon and Perfomance

Ihe Board conducts an annual evaluatlon to assess its effectiveness in dlscharglng lts mandate. Ihe process entails self-
evaluaUon for each dlrector, evaluatlon of the Chalrman of the Board on the overalt Board lnteractJons and conduct of
buslness and the Chlef Executive Offlcer. Ihls is facillatated by State Corporaflons Advlsory Commlttee (SCAC).

Confllctof hbrost

All Dlrectors are requlred to lnform the Board of any conflicts or potentlal confllct of interest they may have ln relaflon to
partlcular ltems of the buslness ,ln which case they are requlred to absent themselves from the deliberaflons and decislons
on those matterc, unless resolved thatthey remaln.

Mwongozo Code of Govemance

Ihe Company has implemented the Mwongozo Code of Govemance for State Corporaflons which was issued by the
Presldency.Ihe Company has re-allgned lts Code of Conductto tie Leaderchlp and lntergrlty Acl2}l2.Allthe Dlrectors,
management and employees are requlred to uphold .

Rlsk Management Report
Sectlon 3.2 (a) of the mwongozo code of conduct rcqulres that the Board ensure the development of a pollcy on Rlsk
Managemenl !n compllance therefore, the Company ls developlng the Enterprlse Rlsk Management Framework and the Rlsk
Reglster.

Management ls accountable to the Company for deslgnlng, lmplementing and monltorlng the process of risk management
and lntegraUng lt lnto the day to-day actlvlfles whlle the Board wlll be responslble for the adoptlon or upgradlng of the rlsk
management plan. Rlsk management ls the prlmary responslblllg of llne management

Page
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CoRPoR rEsocr L REsPoNsrBrlnY(csR)

Ihe Company apprcclates the lmportance of the communlty and envlrcnment ln whlch lt operates and takes dellberate

measurcs to serue and upllft thelr standads of lMng. We have crcated a buslness model that strlves to ensurc that the retum

on lnvestment ls shared wlth our stakeholden.
ln lhe 20L8/2019 Flnanclal Year, the Company undeftook varlous Corporate Soclal Responslblll$ (CSR) prcgams by

offerlng the followlng:
r Donations to schools, orphanages and churches

. Suppolt of communl$ proJects l.e. Health Centre

o Donation of tree seedllngs for envlrcnmental conseruaUon

Hcalth

Ihe Company operates a Health Centre that supporb the local communlty through provlslon of health care faclliUes and

suppon thrcugh, preventive health campalgns, educatlon and scrcenlng facllltles. As Corporate Soclal Responslblllty, the

health faclllty extends ib serulces to the sunoundlng communlty through provlslon of health serulces such asi

r Comprehenslve Care Centre (CCC)

o Voluntary Male Clrcumclslon (VMC)

r MatemalChlld Health Care (MCH)

r Famlly Plannlng (FP)

o Consultatlon
o Refenal
r Nurslng carc
o LaboratoryDlagnosls
o Drug dlspenslng
r PrcvenUon and Management of HIV/AIDS

Educdon
The Company has an elaborate school educaUon pmgramme wtth an annual budget of appmxlmately Khs.70 Mllllon. Ihe

Company dlrectly runs trvo schools (Chemelll Sugar Academy and Sugar Prlmary School ) and hosts two other publlc

pdmary schools ( Factory Prlmary School and Chemelll B 1).

Sportr
The Company sponsom a Footbal Club whlch paftlclpates ln the natlonal Kenyan Prcmler League (KPL). Ihe Club supports

local talent and pmvldes sportlng entertalnment both at natlonal and grassrcot level. Ihe Company also runs a stadlum

whlch is available on request for local schools for thelr sportlng events.

Page
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2.

DIRESIORSRPORT

Ihe dlrcctols submlt thelr repolt together wlth the audlted flnanclal statements of the company for the year ended 30 June
2019 whlch dlsclose the state of affalrs of the company.

1. BACKGROUNDINFORMANOil

Chemelll Sugar Company ls located along Awasl- Nandl Hllls rcad ln Muhomnl sub County of Klsumu County,
approxlmately 50 kllometres fiom Kisumu Clty. lt was establlshed ln 1965 as a prlvate llmlted Company and later
became a Parastatal ln 1974. Ihe Company ls a Parastatal under the Mlnlstry of Agrlculture, lJvestock, Flsherles
and lrlgatlon - State Department of Crcp Development.

PRII{CIPALASIMIY

Ihe prlnclpal actfuity of the company ls growlng of cane and manufacturlng of sugar.

3. RESULTi

2019
Restsbd

2018
Shs

(Loss) before Tax

Tax

(646,775,490) (614,379,423)

(loss) forthe year {646.775.480) (614.379.423)

4. DMDE{D

Ihe dlrecton do not recommend the declaraflon of a dlvldend forthe year. (201g shs-Nll).

DIRESIORS

Ihe directors who held offlce during the year and to the date ofthls report are as shown on page 1.

ln accordance with the Company's Artlcles of Associatlon, no director ls due for retlrement by mtatlon.

8. INDEPE{DE{TAUDIIOR

Ihe Audltor General ls responsible for the statutory audlt of the company's book of account ln accordance with
provlslons of Artlcle 229 of the ConstltuUon of Kenya and Sectlon 35 of the Publlc Audlt Act,2015. Sectlon 23 of the
Publlc Audlt Act ,2015 empowers the Audltor General to nomlnate other audltors to carry out the audlt on his
behalf.

Accordingly, Matengo and Assoclates was appolnted to cany out the audit on behalf of the Auditor General for the
yearended 30 June, 2019.

BYORDER OFIHE BOARD

Shs

5.
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STAIEMETIT OF DIRESIORS' RESPONSIBITMES

Ihe Companles Act (Cap. 486) rcqulrcs the dlrectors to preparc flnanclal statements whlch glve a true and falr vlew of the state

of affalrs of the company as at tie end of the flnanclal year and of the operaung results for that year. lt also rcqulrcs the

dlrectorc to ensure the company malntalns proper accountlng records whlch dlsclose, wlth masonable accuracy, the flnanclal

poslUonofthecompany.Iheyarealsoresponslbleforsafeguardlngtheassetsofthecompany.

Ihe dlrectoa accept responslblllry for the annual flnanclal statements, whlch have been prepared uslng appmprlate

accountlng policles suppofted by reasonable and prudent Judgements and estlmates, conslstent wlth prevlous yean and ln

conformlty wlth lntematlonal Flnanclal Reportlng Standards and the requlrements of the Kenyan Companles Act (Cap 486).

Ihe dlrectors are of the oplnlon that the flnanclal statements glve a true and falr vlew of the state of the flnanclal affalns of the

company and of lts operatlng results for the year then ended. Ihe dlrcclon fufther conflm the accuracy and completeness of

the accountlng rec-ords malntalned by the company whlch have been relled upon ln the prcparaUon of the flnanclal ststements,

as well as on the adequacy of the system of lntemal controls.

Nothlng has come to the attenUon of the dlrecrors to lndlcate that the company wlll not remaln a going concem for atleast the

next twelve months fmm the date of thls statement

the board of dlrectors on ..............-?.i+,...*...1*.-- ..2OLg and slgned on its behalf by:

CHAIRMIIN

M'WIGII{GDIRECTOR
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L6



REPUBLIC OF KENYA

Telephone: + 254-(zo) 321 40 oo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke GH HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

OFFICE OF THE AUDITOR.GET{ERAL
E nhanc rng,.lccounta b i I i ty

REPORT OF THE AUDITOR-GENERAL ON CHEMELIL SUGAR COMPANY LIMITED
FOR THE YEAR ENDED 30, JUNE ,2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

The accompanying financial statements of Chemelil Sugar Company Limited set out on
pages 17 to 43, which comprise the statement of financial position as at 30 June, 2019,
and the statement of profit or loss and other comprehensive income, statement of
changes in equity, statement of cash flows and statement of comparison of budget and
actual amounts for the year then ended, and a summary of significant accounting policies
and other explanatory information, have been audited on my behalf by Matengo &
Associates, auditors appointed under Section 23 of the Public Audit Act, 2015. The
auditors have duly reported to me the results of their audit and on the basis of their report,
I am satisfied that allthe information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit were obtained.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Chemelil Sugar Company Limited as at
30 June, 2019, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Financial Reporting Standards (IFRS) and comply with
the Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1.0 Non-Banking of Revenue

The statement of financial position and as disclosed in Note 26 to the financialstatements
reflects bank and cash balances of Kshs.28,136,02'1. lt was noted that the Company
collected revenue amount of Kshs.204,581,964 during the year. However, the company
banked an amount of Kshs.73,421,046 leaving Kshs.126,160,918 unbanked. This was
contrary to Regulation, 64(4) of the Public Finance Management (National Government)
Regulations,2015 which provides that all public moneys collected by a receiver of
revenue or collector of revenue or collected and retained by a nationalgovernment entity,
shall be paid into the designated bank accounts of the national government and shall not
be used by any public officer in any manner between the time of their receipts and
payment into the bank except as provided by law.

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 2019



consequently, the^ 
-accuracy, 

completeness and fair statement of the bank and cashbalances of Kshs.28,136,OZ1could not be confirmed.

2.0 Unsupported Revatuation of Land

The statement of financial position and as disclosed in Note 21 tothe financial statementreflects property, plant and equipment balance of Kshs.S,354,7,2i,4g4. lncluded in thisbalance is a net carrying amount of freehotd land of Kshs.2,0bO,ObO,ooo. The value ofland rose from Kshs.1,4oo,0oo,000 as a result of a revaluation crriied out during the year.
However, there were no maps attached to support the nuclear ptantation, despite someof the land hosting squatters.

Consequently, the accuracy, completeness and fair statement of the property, plant andequipment balance of Kshs.5,3s4,121,4g4 could not be confirmed.

3.0 Lack of an Updated Fixed Assets Register

The statement of financial position and as disclosed in Note 21 tothe financial statementreflects property, 
.pFnt and equipment balance of Kshs.5, 3s4,121,4g4. The Company didnot keep updated fixed asset register with location, 

"ondition 
and tagging of the assets.

It was noted that assets with valuLs tess than Kshs.5,oo0 formed prrttitn" asset insteadof inventories This witl overstate the value of fixed assets as they are supposed to beexpensed.

Consequently, the accuracy, completeness and fair statement of the property, plant andequipment balance of Kshs.5,3s4,721,4g4 could not be confirmed.

4.0 lnaccuracies in Trade and Other payables

The Statement of financiat position and as disclosed in Note 27 to the financialstatements
reflects trade and other payables balance of Kshs.4,234,27g,242. lncluded in this batanceis an amount of Kshs.633,2gg,o12 in respect of payroll liabilities. Review of the amountrevealed that pension contributions and interest'accruing amount of Kshs.161,760,ZS3
was not remitted to the Staff Retirement Scheme. lt was also observed that interest forthe late remittance was not disclosed in the financial statements.

C-o.nsequently, the accuracy and completeness of the trade and other payables balanceof Kshs.4,234,279,242 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Auditlnstitutions (lSSA!s). 
. l. _?, independent of Chemelit Sugar comfany Limited inaccordance with ISSAI 130 on Code of Ethics. I have fulfilled o-the, ethical responsibilitiesin accordance with the ISSAI and in accordance with other ethical requirements

applicable to performing audits of financial statements in Kenya. I Uetieve that the auditevidence I have obtained is sufficient and appropriate to provide a basis for my opinion.

Sugar Company Limited for
Report of the Auditor-General on Chemelil
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Emphasis of Matter

Material Uncertainty in Relation to Going Concern

I draw your attention to the basis of presentation of financial statements on page 27.
Management has disclosed that the current liabilities balance of Kshs.4,268,091,270
exceeded the current assets figure of Kshs.S12,995,883 resulting to a negative working
capital of Kshs.3,755,095,387 as at 30 June, 2019. Further, Management has disclosed
that the Company has an accumulated loss of Kshs.7,052,108,792 while the shareholders
fu nds were negative Kshs.2,225,972,946.

The Company is therefore technically insolvent and its continued operation as a going
concern is therefore dependent upon financial support from the National Government and
creditors.

My opinion is not modified in respect of this matter

Key Audit Matters

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

Other Matter

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.4,607,887,513 and Kshs.1 ,208,002,807
respectively resulting to an under-realization of Kshs.3,399,884,706. Similarly, the
Company incurred expenditure of Kshs.1 ,854,778,287 against an approved budget of
Kshs.4,492,671,490 resulting to an under-expenditure of Kshs.2,637,893,203. The
underfunding and underperformance affected the planned activities and may have
impacted negatively on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matters described in the Basis for Conclusion on LaMulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 2019
3



I

Basis for Conclusion

1.0 Non-Remittance of Statutory Deductions

The statement of financial position and as disclosed in Note 27 tothe financial statements
reflects trade and other payables balance of Kshs.4,234,279,242. lncluded in this figure
is an amount of Kshs.2,781,352,373 relating to various tax arrears, penalties and interest.
Further, it was noted that the company did not remit training dues of Kshs.3,051,200 to
the National lndustrialTraining Authority (NITA), retirement benefits of Kshs.7,972,4001o
the National Social Security Fund (NSSF) and health insurance deductions of
Kshs.9,055,900 to the National Hospital !nsurance Fund (NHIF).

Consequently, the Company was in breach of law for non-remittance of the statutory
deductions and risks attracting penalties and interest.

2.0 Irregular Acting Appointment

During the year under review, it was noted that 155 staff members had been acting for
more than six months without confirmation. This was contrary to Section 2.10.3 of the
Human Resource and Administration Policy which requires that managerial staff shall be
eligible for acting appointments if they are required to act in higher vacant position for a
maximum period of six calendar months.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 20151 report based on my audit, that:

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 20 l9
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I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ln my opinion, adequate accounting records have been kept by the Company, so
far as appears from the examination of those records; and

The Company's statements are in agreement with the accounting records and
returns.

ln my opinion, the information given in the report of the directors is consistent with
the financial statements.

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but

Report of the Audilor-General on Chemelil Sugar Company Limited for the year ended 30 June, 20 I 9
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is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. lf I conclude that a material

Reporl of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 20 19
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uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

a

a

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

Perform such other procedures as I consider necessary in the circumstances

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA N CBS
AUDITOR.GENERAL

Nairobi

11 January,2022
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STAIEIIRIT OF PROFIT OR MSS AT{D OTHER COMPRETIE{SII,E INGIME

Rerrnue

Cost of Sales

Gtogs (loss)/pmfit

FalrValue galn ln blologlcal assets

0ther operatlng lncome

Admlnlstntlve expenses

0peratng(loso)

Flnance costs

Finance lncome

(Lolbefttoh

Tax

(locs)br0tepar

Oher compmhenstw lncome:

(646,775,480) (614,379,4231

G40JZ5^48o Igt4,3I9Ai23t

1,476,088,683

Note 20tg
!(slll

1,063,991,957

(1.287.0t3.7611

(223,q,L,80/,1

22,054,516

139,168,584

(512,611,029)

(574,o/9,,734

(76,474,t70)

4,049,422

829.?fi-2lt?

G,"lil)

78.39

Roltabd
20t8
1(Shs

637,406,869

6.134.707.s54)

(497,300,686)

58,021,675

310,053,192

(404,495,064

(5:t3,720,88O

(84,161,419)

3,502,881

014.:rz9.42it)

(EEJN

(58JID

2

3

4

5

6

9

10

t2

Revaluatlon surplus on propefi, plant and equlpment
Defiered tax on revaluaflon surplus of property, plant and

equlpment
Total comprchonshn lncome/(lose) furthc year

Pmllt/(loss) pershan 13

Totalcompnhemhn lncome/(looc) percharu 13

Ihe notes on pages2? to 43 form an lntegral part ofthe financlal statements.
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sTArElrB{r 0F FtNlu{cl t Posmol{

ASSEIS
Non-Cunent assets
Pmpefty, plant and equlpment
Blologlcal assets - Beaer Plant

Gurrntassd
Blologlcal assets - Consumable

lnventorles

Loans to out growers

Trade and other recelvables

Tax recoverable

Bank and cash balances

IOTATASSEIS

EQUIIYN{D 1IABITMES
Crpltal rnd Rcscnrc
Sharc capltal
Asset mtal uatl on reseile
Retalned Eamlngs

Sharuholdcn'funds

Non-anrntllabllldcs
Bonowlngs

0ther accrued llablllUes

Goremmentgrant
Deffercd lncome
Iotal nonqrnunt lhbllltcs

CURRE{TUA8!LMES

Trade and other payables

Bonowlngs

Goremmentgrant
Dlvldends payable

Totrlarrcnt lhblllUcr

IOTAL

Ihe

AI{DlIAil[MEt

0n,.,.,...

Nob

2t
21(b)

...............) cllArRMAN

....,.....) HEAIT 0F Rl{Al{CE AOCA MNo.

5.426.338.929 4.08:t.595.093

22
25

23

24

26

2019
xsh

5,354,72t,4U
71.617.M5

25,498,533
254,965,975

21.,57L,855

167.639,858
15,183,641

28.136.021

211,591,620
4,6L4,5M,226

[J152i108J92

253,380,081
40,000,000

111.850.&18
3.897.216./t88

4,234,279,242
24,1,12,24L

o Ltf2-

Rcstabd
2018
IGht

4,014,007,601
69.587.493

58,893,086
244,646,555

22,622,565
168,0(1,431

15,183,641

35.074.394

211,591,620
3,138,455,543

G.4053:13312I

261,325,780
40,000,000

192.818.9s1
3.915.550305

3,740,693,112
17,40t,710

512.995.88:t 544.468,.672

5p39"?34,81,l 4,fl8058J65

t4
15

16

18

19

20

27
16

19

12.225.972.946t 13.055.288.1491

3,491,985,569 3,42t,405,574

9.699.787 9-699-787

4.283.091.270 3.787.794.609

5"939334.812 4&l8058J65

1 to 43 werc approved and autiorlzed for lssue by the Board of Dlrectors

19 and slgned on

?

..........) MAI{AGING DIRECIoR
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STAIETIIR{T OF CASH FITWS

OPERANilG ASTMNES
Cash (used ln ) /generated from operatlons
lntercst pald

lnterest rccelved

Notc

29

2019

1(Shs

(148,634,458)
(71,888)

Rrstabd

2018

tGht

(149,977,993)
(17,986,410)

3,502,881

(184.481.s21)

(28,t149,909)
903.760

127,548,1491

30o,ooo,ooo

(84.161.419)

215.8:t8.581

23.8:t0.911

10.589.475

34rnmEE

Net cash (used ln ) / generated from operaUng actlvltles

rr{tEsnNGAgnvrnEs
Purchase of pmpefty, plant and equlpment
Prcceeds on dlsposal of property , plant and equlpment

2t

Net cash used ln lnvestlng actlvltles

Ftt{ItNcNNGACnVmES
Pmceeds from Mlnlsty of Agdculture grant

lnsurance Premlum Flnanclng frcm DIB
Repayment of bonowlngs IPF

lnterest rpayment IPF

Net cash generated from fl nanclng actlvltles

(DECREASE)/ INCREASE IN CASH AND CASH EQUIVALR{IS

CASH AND CASH EQUIVAI."ENTS ATIHE BEGINNING OFIHE
YIAR

CASH AND CASH EQUIVALENIS ATIHE END OFIHEYEAR 26

The notes on page 2l to 43 form an lntegral pan of the flnanclal statements

(148.708.346t

(1,952,451)

(1,952,451)

135,527,402
tt,t42,L58
(2,L80,0741

(148.821
1/t4.340.658

(8318.1391

34.420.386

2f.102217
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I

NOTES IO IHE FIN/INCUII STAIEITIR{IIi

1. SIGNIFIGATTTAOCOUilNI{G POUCIES

Ihe prlnclpal accountlng pollcles adopted ln the preparatlon of these flnanclal statements are set out below. These pollcles have been
conslstently applled to all yean presented, unless othemlse stated.

(a) Baslsof pmparaUon

Ihe flnanclal statements have been preparcd on the hlstorical cost convention, except as lndlcated othenrlse betow and arc ln accodance with
lntemaUonal Flnancial ReporUngStandads (IFRS).

Ihe flnanclal statements comply with the requircments of the Kenyan companles Act lhe statement of proflt and loss and the statement of
comprehensfue lncome rcpresent the pruftt and loss a@ount rcfened to ln the Act lhe statement of flnanclal posiUon rcprcsents the balance
sheet rcfered to ln the Act

$ Neu and amended standads arlopbd by Ure company
IFRS g lssued ln 2014 supensedes all prevlous verslons and ls mandatorlly effective for perlods beglnnlng on or after l January 2018 wlth early
adopton permltted. Ihls had no materialeffect on the Compan/s financlitstatemeng.

IFRS9 contalns requlrements for the classlflcatlon and measurement of flnanclal assets and llnancial llabilitles, lmpalmen! hedge ac-counthg
and de-recognftion. Ihe standad pmvldes that all lecognlsed financlal assets be subsequently measured at amortlsed cost or fair value
(through pmflt or loss and or through other comprehenstue lnc,ome), dependlng on thelr classiflcafl-on by reference to the buslness model withln
whlch they are held and thelr contactual cash flow charactedsUcs.

For flnanclal llabllltles, the most slgnlflcant effect of IFRS 9 rclates to cases where the falr value opgon ls taken: the amount of change in fair
value of a ffnanclal llablltty deslgnated at falr value through pmfit or loss that ls attrlbutable to changes ln the crcdit rlsk of that llablllty ls
rccognlsed ln othercomprchensfue lncome (ratherthan ln pmflt orloss), unless lt crcates an accounting irlsmatch.

For the lmpalinent of flnanclal assets, IFRS 9 lntroduces a credit model based on the concept of pmvidlng for expected tosses at the inception
of a contract lt wlll no longer be neoessary for oere to be obJectlve evldence of lmpalrment before a iredlt loss ls recognlsed. For hedge
accounUng IFRS 9 lntnoduces a substantlat overiaul allowlng flnanclal statements to better reflect how rlsk managern-ent acgvitles arc
undertaken when hed$ng flnanclal and non-flnanclal rlsk exposures.

lhe IASB lssued Annuallmprovementsto ]FRS Standards 2Ot4-2Ot6Cycle on 8 December2016, amendlngthefollowingstandards:

IFRS1 Flnt'time Adoption of lntemaUonal Flnanclat Reporting Standards: Deleted the short-term exempUons ln pamgraphs E3-E7 of IFRS 1,
because they have now serued thelr lntended puryose.

lFRSl2 Dlsclosurc of lnterests ln Other EntiUes: Clarlfled the scope of the standard by speclfylng that the dlsclosure requlrcments ln the
standard, except for$ose ln paragraphs 810-816, apply to an entit/s lntercsts llsted ln pa,,agraptr S that are classlfled as held for sale, as
held fordlstrlbuflon oras dlscontlnued operaUons ln accordancewlth li:RS 5 Non-cunentAssets Held forsale and Dlscontinued 0peratlons

lAS28 lnvestments ln Assoclates and Jolnt Ventures: Clarifled that the electlon to measure at falr value thmugh pmfit or loss an lnvestment in
an assoclate or a Jolnt ventule that ls held by an enUty that ls a venture capttal o6anlsation, or other qualifylng enUty, is available for each
lnvestment ln an assoclate orJolnt venture on an lnvestment-by-lnvestment bisls, upon lniflal recognitlon

Ihe amendments to IFRS 1 and IAS 28 arc effective for annual perlods beglnnlng on or after I )anuary 2018, the amendment to IFRS 12 for
annual perlods beglnnlng on o r after I )anuary 2017.

IFRS 15 Revenue fiom Contracts with Customerc lssued ln May 2014 and effectlve for annuat periods beglnnlng on or after I )anuary 2017,
rcplaces lAS 11, IAS 18 and thelr lnterprctatlons (SlC-31 and IFRIC 13, 15 and 18). lt establlshes a singe and comprehenstue framework for
rcvenue recognitlon to apply conslstently across transactlons, lndustries and capitaimarkets, with a coreirtnclple (based on a frue-step model
to be applled to all contracts with customers), enhanced disclosur€s, and new or lmproved guldance.
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a

i{0IES I0 IHE RNllNClAt SIATEMEI{IIi (conUnued)

I.SIGNIFICAI{T ACCOUNIING POUCIES (contnued)

(ii)N6w Bhndads, amendmenb and lnbrpmtadom lssued but not eftcilw fur the financlal year be$nnln! I July 2017 aN not adoptud ln

advrnce of$s effecilvt date.

IFRS 16 was lssued ln January 2016 and applles to annual reporting perlods beginning on or after 1 January 2019. lt specifles how an IFRS

reporter wlll recognlse, measurc, present and disclose leases. Ihe standard provides a slngle lessee accountlng model, requlrlng lessees to

recognlse assets and llabllitles for all leases unless the lease term ls 12 months or less orthe underlylng asset has a lowvalue. Lessors contlnue

to clissify leases as operating orfinance, with IFRS 16's approach to lessor accounUngsubstantlally unchanged fmm hb prcdecessor' IAS 17.

IFRS 17 was lssued in May 2OL7 andapplies to annual rcpoillng perlods beglnnlng on or after L lanuaty 202L lt establlshes the prlnclples for

the recogniUon, measurement, prcsentatlon and disclosurc of lnsurance contracts wlthin the scope of the standad' The obJectfue of IFRS 17 ls

to ensure that an entig provides relevant lnformatlon that falthfully reprcsents those contracts. Ihls lnformatlon gfues a basls for users of

financlal statements to assess the effect that insurance contracts have on the enU$'s financlal positlon, financlal peilormance and cash flows'

lmpact of standads and lnbpretadon:
The dlrectors antlclpate that the adopflon of new Standads, Amendments and lnterprctations rcsuttlng fmm the lntemational Amountlng

Standards Board (IASB)'s impmvemenb to IFRS listed above will have no materlal lmpact on the flnanclal statements of the company and wlll

be adopted as need arlses actodlng to the exlstlng pollcles and strategies. Ihe IASB's annual impmvements prccess deals with non'urgent,

minor amendments to standards.

(b) GdtlcalaccoundngestlmatesandJudgemenb

ktimates and Judgements are conUnually evaluated and are based on hlstorical experience and other factors, including expectations of

future events that are belleved to be reasonable underthe circumstances.

lGy sources of estlmadon unceftalnty

Management has made the followlng assumptlons that have a signiflcant dsk of resultlng ln a material adjustmentto the carrylng amounts

of assets and liablliUes withln the next flnanclal year.

Blolo$cal ass€&ln anlvlng at the fairvaluaUon of blologlcal assets, the management has adopted IAS 41 and 61 ln valuaUon of Cane

Bearer Plant, Cane Bearer Plant Work ln Progress, Consumable Cane and Llvestock.

(c) Revenue r€cognldon
Revenue represents the value of sugar and molasses supplled by the company net of Value Added Tax, rebates and dlscounts.

the company recognizes revenue when the amount of revenue can be rellably measured, it is probable that future economic benefits wlll

flow to the entlty and when the speclflc crlterla have been met for each of the company's actlvlUes as described below. Ihe amount of

revenue is not considered to be rellably measured until all the contingencles relating to the sale have been resolved. Ihe company bases its

estlmates on hlstorlcal results, taking lnto conslderatlon the gpe of customer, type oftransacilon and speclflcs ofeach arangement

(i) Sales are recognized upon dellvery of products and customer acceptance.

(li) lnterest lncome is accounted for ln the perlod it is eamed.

(iii) Rental income is accounted for in the perlod lt is eamed.

(lv) other lncome ls recognized as it accrues

(o TranslaUon of foiclgln cunundes
Transactlons ln forelgn cunencies durlng the year are converted lnto the functlonal cunency, Kenya Shillings, uslng the exchange rates

prwalllng at the dates of the transacdons. Assets and llabllitles at the rcpoillng date expressed ln the forelgn cunencles arc translated lnto

Kenya shilllngs at the rates rulling as at that date. The resulUng dlfferences fmm convenlon and translatlon arc dealt wlth ln proflt and loss

account ln tie year ln whlch they arlse.
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NOIES I0 IHE FlNrll{Cult STAIEIIE{IIi (condnued}

I.SIGNIFICAI{IACCOUNING p0UGtES (ordnued)

(e) Prcper$, Plantand Equlpment

All prcperty, plant and equipment ls lniUally rccorded at cost and thereafter stated at hlstorlcql c{st tess deprcclagon. Hlstorlcal cost comprlses
expenditurc lnlUally lncuned to brlngthe asset to lts locatlon and condltlon for hls lntended usi.

Freehold land, bulldlngs and plant and machlnery arc subsequenUy shown at the marftet values, based on perlodlc, but at least triennlal
valuaUons by extemal lndependent valuers, less subsequent depreclation. Any accumulated depreclatlon at the date of rcvalua1on ls
ellmlnated agalnstthe gross canylng amount ofthe asset, and the net amount ls restated to the revalued amount ofthe asset

Subsequent costs arc lncluded ln the asset's canylng amount or recognlzed as a separate asset, as appmpriate, only when lt ls probable that
future economlc benefits assoclated wlth the ltem wlll flow to he company and the cost can be rcllab-ty measured. Ihe canylng amount of the
replaced pail ls derecognlzed. Atl other repalrc and malntenance arc rccognlzed ln the pmfft or loss account ln fie flnanclal perlod ln whlch
theyarc lncuned.

lncrease ln tie carrylng amount arlslng on rcvaluatlon are credited to a revaluation reserye ln equity. Decrcases that offset prevlous lncrcases of
the same asset arc chaged agalnst Oe revaluaUon leseile; all other decreases are chatged to the statement of comprchensfue lncome. Each
year the dlfference between deprcclaUon based on the Evalued carylng amount of the asset (the depreclatlon chaged to the statement of
comprehenslve lncome) and depreclation based on the assetb orl$nal cost ls transferd fiom the raraluatlon reserue to retalned eamlngs.

Freehold land and work ln-pn gess are notdepreciated.

Depreclatlon on the remalnlng plopeny, plant and equlpment ls calculated on stralght llne basls so as to write down the cost of each asset to
its resldualvalue over its esUmated useful llfe uslngthe followlng annual rates:

Rato%
l)Bulldlng! ald ma&:

Bulldlngs

Roads

lDPlant, equlpmert and madrlne$
Fac'tory plant and machlnery
lnlgaUon prcJec.t

Agrlcultural implements

Wheeled tractors and cane loaders
CrawllngtractoB
Trallels and caterplllar lmplements

lll)Mffi r vehldes and ofi er equlpment
Lonies and land rcvers

Othervehlcles

0fflce machlnes, fittlngs and equipment
Household equlpment
0fficefumlture

Computer hardware

2s0%
12.25%

5.00%
6.67%
10.00%

12.25%
10.00%

8.33%

16.67%

20.00%
20.00%
20.00%
10.00%

25%

Ihe assets' rcsldual values, useful llves and methods of depreclaUon are reviewed at each flnanclal year-end, and adJusted prospecgvely
lf approprlate.

An assets' canylng amount ls wrltten down lmmediately to lts recoverable amount lf the asset's canylng amount ls greater than lts
esUmated rccoverable amount.

- 
Page23



a

N0IES m IHE RNTINCNAL ST IEME{IIi (onUnual)

1.SlGl{lFlCAl{T ACCOUNIING P0UGIES (ontnucd)

Galns and losses on dlsposal of property, plant and equlpment arc determined by compalrlng the proceeds wlth the carrylng amount and

are taken lnto account ln determlnlng the operaung pmflt(loss). 0n dlsposal of revalued assets, amounts ln the revaluatlon reseNe

relatlng to that asset are transfened to rctalned eamlngs.

(l) lmpalmcntof non llnandalarsd

Assets that have an lndeflnlte useful llfe are not subJect to armoUsatlon and are tested for lmpalrment annually. Assets that arc sublect to

armotlsatlon arc revlewed for lmpalrement whenever events or changes ln clrcumstances lndlcate that the canylng amount may not be

recoverable.

An lmpalrement loss ls recognlzed for the amount by whlch the asset's carrylng amount exceeds lt's recoverable amount lhe recoverable

amount ls the hlgher of an asset's falrvalue tess costs to sell and value ln use. Forthe purposes of assesslng lmpalrement, assets are

grouped atthe lowest levels forwhlch there are separately ldentlflable cashflows (cash-generatlng unlts)

Non.flnanclal assets that suffered an lmpalrement arc rcvlewed for posslble rcvercal of the lmpalrcment at the end of each epoftlng
perlod.

EI Flnandrl lnstrumcnts

Ihe company's flnanclal assets which include cash and bank balances, trade and other recelvables and tax recoverable fall lnto the

followlng category:

Loanr and Rccchablcr: Flnanclal assets wlth flxed or determlnable payments that are not quoted ln an actlve marltet Such assets are

classlfled as curent assets wherc maturlties are wlthln 12 months of rcpoillng date. All assets wlth maturlUes greater than 12 months

after the reportlng date ale classlfled as non-cunent assets. Such assets are canled at amoused cost uslng the effectlve lnterest rate

method. Changes ln the canylng amount are lecognlzed ln the pmflt or loss.

Purchase and sale of flnanclal assets are recognlzed on the trade date l.e the date on whlch the company commlts to purchase or sell the

asset

A flnanclal asset ls lmpalred lf lts carylng amount ls greater than lts esUmated rccoverable amount. The amount of lmpalrcment loss for

assets canled at armoused cost ls calculated at the dlffercnce betlyeen the asset's canylng amount and the present values of expected

future cashflows, dlscounted at the flnanclal lnstrument's effectlve lnterest rate. tmpalrement losses are taken lnto account for

detemlnlng operatlng (loss).

Flnandal llabllltcs

Ihe company's flnanclal llablliUes whlch lnclude bonowlngs and trade and other payables fall lnto the followlng category:

Flnardrl llrblllta rmotlrcd at coct Ihese arc lnlUally measured at falr value and subsequently measured at armotlsed cost, uslng the

effectlve rate method.

Bonowlng5 are lnltlally recognlzed at falr vatue, net of transastlon costs lncuned and arc subsequenUy stated at amoUsed cost Any

dlffercnce between the proceeds (net of transactlon cost) and the redemptlon value ls recognlzed as lntercst expense ln the pmft or loss

underflnance costs.

Fees assoclated wlth the acqulsltlon of bonowlng faclllUes are recognlzed as transactlon costs ofthe bonowlng to the extent that lt ls
posslble that some or all of the facllltJes wlll be acqulred. ln thls case the fees are defened untll the drawn down occun' lf lt ls not

probable that some or alt of the faclllUes wlll be acqulrcd the fees arc accounted for as prepayments under trade and other recelvables

and armoUsed overthe perlod of the faclllty.

All flnanclal llabllltles are classlfled as cunent llabllftles unless the oompany has an uncondluonal rlght to defer settlement of the llablllg
for at least 12 months after the repoftlng date.
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N0IE!i I0 IHE FllilAI{CUlt STAIEME{IS (contnued)

1. Slct{lFlCAIttACC0UtmilcF0UCtEi(ontnuod)

Flnanclal llabllitles ar€ derccognlzed when, and only when, the company's obllgatlons are dlscharged, cancelled or explred.

0frotung llnandal tnstltmonb

Flnanclal assets and llabllltles are offset and the net amount ls presented ln the statement of flnanclal poslgon when there ls a legally
enforceable rlght to offset the amounts and there ls an lntenUon to settle on a net basls, or reallze the asset and setge the llablllty
slmultaneously.

h) lnvenbdes

lnventorles are stated at the lower of cost and net realizable value. Cost ls determlned on a welghted average basls. Ihe cost of flnlshed
goods and work'ln-progrcss c,ompdses raw materlals, dlrect tabour, other dlrect costs and related productlon overteads, but exctudes
bonowlng costs. Net reallzable value ls the esUmate of the selllng prlce ln the ordlnary cou6e of buslness, less the costs of complegon
and selllng expenses.

I) Cashandcashequlvalenb

For the purpose of the cashflow statement, cash and cash equfualents comprlse cash ln hand , deposits held at call with banks, net of
bank overdrafts.

Restricted cash balances are those balances that the company cannot use for worklng capital purposes as they have been placed as a
lien to secure bonowings.

ln the statement of flnanclal positlon, bank overdrafts arc included withln bonowlngs in cunent liabilities.

l) Shancaplta!

0rdlnary shares are classlfled as capital.

l0 Dlvldends

Divldends are recognlzed as a llabllity ln the perlod ln whlch they are dectared. Proposed dlvldends are dlsclosed as a separate
component of equity untll declared.

l) TaxaUon

Ihe tax expense forthe perlod comprises cunent and deferred tar Tax ls recognlzed ln proflt or loss, except to the extent that lt relates to
Items recognlzed ln equlty. ln thls case, the tax ls also recognlzed ln equity.

Cununttax

Cunenttax ls provlded on the results fortie year, adjusted in accordance with tax leglslation.

Defendbx

Defercd tax ls provlded for uslng the llablllty method for all temporary timlng dlfferences arislng between the tax bases of assets and
llablllUes and thelr canylng values for flnanclal reportlng purposes. bunenUy enacted tax rates arc used to detemlne defened tax
Defered tax assets are recognlzed only to the extent lt ls probable that future taxable proflts wllt be avallable agalnst whlch temporary
tlmlng dlfferences can be uUllzed.
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l. SlGl{lFlCAI{TACt0UNIlt{GPOUCIES(ondnued)

m) Employeeentltemonts

Employee entltlement to gratulty and long serulce awards are recognized when they accrue to employees. A provlsion ls made for the

esUmated llablllg for such entltlements as aresult of serulces rendercd by employees upto the reporting date.

Ihe estimated monetary llablllty for employees' accrued annual leave entitlement at the reportlng date ls recognlzed as an expense

accrual.

n) Rdnmentbene{ttobll8adons

Ihe company operates a deflned contdbuUon staff reUrement beneft scheme for its permanent and penslonable employees. Ihe scheme

ls admlnistered by an lnsurance company. Ihe company's contrlbuUons to the deflned contrlbuUon scheme are charged to the statement

of comprehenslve lncome ln the yearto whlch they rclate.

The company and lts employees contrlbute to the Natlonal Soclal Securi$ Fund (NSSD, a statutory deflned contrlbuUon scheme

reglstered under the NSSF Act The companfs contrlbuUons to the deflned contrlbutlon scheme are charged to the statement of

comprehenslve lncome ln the yearto whlch they relate.

o) Blologlcalassetc

Blologlcal assets are measurcd at the falr value less esUmated point-of-sale cost. Ihe falr value ls determlned based on market prlces ln

the local area.

p) Govemmentgrants

Govemment grants relate to assets, lncludlng non-monetary grants at falr value, presented ln the statement of flnanclal posltlon by

setUng up the gnnt as defened lncome.

Ihe govemment grant ls rccognlzed as lncome on a systematlc and raUonal basls over useful llves of tie assets.

q) Gomparahns

Where neccessary, comparative flgures have been adJusted to conform whh changes ln presentatlon ln the cunent year,
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1. Basls of prcsentaUon of llnandalgtabmenb

At the rcpoftlng date cunent llabllltles exceeded cunent assets by Shs. 3,755,095,387 (2018: Shs. 3,223,330,937). Ihe shareholders
fund was Shs.(2,225,972,946) on 30June 2019. The company has accumulated losses amounUngto shs. 7,052,1d8,792 (2018: shs.
6,405'333,312). The company meets lts day to day worklng capltal requlrements fmm reyenue genirated and thmugtr bonowlngs from
Its bankers and Commodlty Fund.

Ihe Dlrectors have prepared proJected cash flows coverlng the perlods after the reporting date. 0n the basls of expresslons of support
fmm the compan/s lenderc, thls cashflow lnformation and other flnanclal lnformatlon, t[e dlrectorc conslder lt appmprlate to prcparc
the flnanclal statements on a golng concem basts

2. Rewnuo

2019
Rofibd

2018
KrrtrE[r

3.

Grcss sales
Less: ValueAdded Tax
SugarDevelopment levy
Dlscounts
NetSales

Gross sales ls comprlslngof the followlng:
Revenue from sale of mllled local sugar
Rwenue fmm sale of Molasses
Totalnrcnus

Costofsaler
Co$of cane
Cost of milled caneNucleus Estate
Cost of mllled can* 0utgrowen Fams

Factory costs
lncrcase ln closlng lnventory
Tfrlcostof sales

Af/8toglb9l,nl0cs) adslnSftom dranges ln fah
value on blologlcal ass6 (note 21e)

Sugar plantaUon

Livestock

Othsropordnglncomc
Mlscellaneous lncome
Galn/ (Loss) on dlsposat ofAssets
Physlcal lnventory adJustment
Govemment grant

Rental lncome
Tffilo$eroperaUnglrcomo

t,226,079,925
(162,075,969)

illmIll^gs7

t,173,992,755
52.097.171

12i23A19St,5

202,217,696
619.438.463
821,959,149
465,349,640

7.973
,"z&ze7urit

21,588,516
466.000

22Jt54510

378,2U
(8,862,785)

339,039
L35,527,402
1t.847.il3

xuJ0&5E4

730,334,064
(92,927,195',)

6rL400I09

673,741,778
56.592.286

7iilL3il4Jt04

209,619,707
481.525.296
691,145,003
443,522,924

39.627
lJiu,ilotss4

57,948,675
73.000

58JmOZ5

4,820,794
(3,359,965)
(3,691,381)

300,000,000
72.283.744

i1tx153.192

4.

5.
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Ihe tax penattles and lnterest relates to curent outstandlng tax payable to KRA. This has been calculated based on appllcable tax laws and

rates. The company has accrued interest on unremttted penslon contrlbuUons, Ihls is as determlned by the Scheme admlnistrato6 as at

30s June 2019.

7. Oporstnglcs

Ihe followlng ltems have been charged/(credlted) ln antving at operatlng loss:

20tg 2018

NOIES IO IHE FINIINCUI SfAIEItIEfiS (condnued]

6. Admlnlsffiroccgensec

Finance and admlnlstnUon depanmert
Human resource depanment
Penaltles and lntercst on tax anean
lnterest on unremitted penslon

Pmvislon for bad and doubfful debts

Tffiladmlnlgffive eryonse'

DepreclaUon on propedy, plant and equlpment (Note 20)
(Galn)/loss on dlsposal of pmperty, plant and equlpment
Audfton'remuneratlon
Dlrectors' emoluments:- Allowances
Loan outgrowets- impairement
Repain and malntenance

Staffcosts (note 8)

8. Staf costs

Salarles and wages

leave pay and allowance
Penslon fund contrlbutlon:
-Deflned contdbutlon scheme
-NaUonal Social Secudty Fund

9. FlnancecosB
Bank ovedraft lntercst
loan lnterest

Tffilllnancecocts

2019
Shs

114,281,903
174,627.860
153,628,183
70,0073,082

137,327,249
8,862,785
3,109,785
5,689,036

142,129,12L
495rr"91j92

476,296,470
3,155,930

14,034,292
1.70s.200

4q5J91t02

1,668,541
74.745.629
rca[4.l.n

Restabd
20L8
Shs

114,622,601
151,070,228
131,750,656

7.051.582

4(ud95,002

1,43,422,920
(362,558)

3,299,748
11,733,875

(529,190)
132,292,287
496.888J50

477,778,993
3,706,000

t4,208,757
1.195.000

490"88&750

7,396,935
76.764.,183

841CIL!t19

ShsShs

Loan lnterest malnly arlses fmm Loans sourced fmm Commodltles Fund charged at tie rates of 3-6%. The Company also has a bank

loan and an lnsurance Premlum Finance loan whlch accrue lntercst atthe annual rate of l4%p.a and flat rate of 2.55% respectively.

10. Flnance lncome

lnterestlncome 4-0MA22 -3^502i81

Ihis rcpresents lnterest lncome from loans advanced by the Company to famen. the outstandlng loans to farmem eam intercst lnome at
the rate of 12% p.a. on prlnclpal loan.
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12. Tu
Curl€nttax
Defened tax charge (note 1 7)

(Loss) beforctax
Tax calculated at a tax rate of30% (2018: 30%)

Tax effectof,

-Defered tax not recognlzed
-Expenses not deductible fortax purposes
Tuda6o

13. loseperuhan

tos per share is calculated by dlvldlng ttre (loss) attrlbutable to
equity holders of the company by the welghted average number of
ordlnary sharcs ln issue durlng the year

Loss attdbutable to equity holden

Welghted average number of shares

Loss persharc

Total comprchenslve lncome/(loss) persharc

14. Shancapttal

Anthodsed, lssued and fu lly pald

10,579,581 ordlnary shares of Shs. 20 each

15. Revaludon msonr
Pmperty, plant and equlpment

Pmpeily, plant and equlpment
-Freehold land
-Land and bulldlngs
-Plant equ lpment and machlnery

Ihe movements in reserues were as follows:

Fmehold land
At start ofyear
lnsease ln falrvalue
At end ofyear

2019

G46JIfu[80)
(194,032,644!.

270,945,613
216,263,116

@16J75r180)

10.579.581

(6LliU

78^3ll

21L59rc20

4,il4ru225

2,000,000,000
1,6,84,699,366

929.854.860
4,474ffi22o

1,400,000,000
600.000.000

2,000,000,000

Shs

Rostabd
2018
Shs

614ilz9-4zt)
(184,313,927)

(614.379.423)

10.579.581

(58Jn

(58-0A

211ri91-620

3^fi8^455"543

1,400,000,000
1,079,671,616

658.783.927
3J1U.455^543

1,400,000,000

Ihe tax on the compan/s (loss) beforc tax dlfferc from the theoreUcal amount that would adse uslng baslc rate as
follows:
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I{0|ES T0IHE RI{ r{ClAt STAIEIIIB{IIi (contnucd)

15. Rcvdudon nscm (contnucd)

Bulldlnp
At stat ofyear
Movement ln rwaluatlon
Transfer of excess depreclaUon
Defered tax on excess deprcclatlon transfer

Plrnt cqulpmcnt and madlncry
At start of year

Movement ln revaluatlon

Movement on dlsposal
Transfer of excess deprcclaUon

Defened tax on excess deprcclaUon transfer
At end ofyear

Reserues arc not dlstrlbutable.

16. Borowlnp

Ihe bormwings arc made up as follows:

Norsnunt

Bank loan

Kenya Sugar Board loan

Total

Cunont

Bank ovedraft (note 26)
lnsurance Prcmlum Flnanclng loan
Bank loan

929-831860

2019

1,079,671,616
605,017,750

1,684,689i66

658,783,927
271,070,933

20L9

3.491.985.569
3.491.985.569

33,773
7,482,223

16.596.244
24.1t2.241

ShgShs

,-029-62L616

65&7eil22

ShsShs

2018

1,079,671,616

659,502,841

(718,9141

2018

3.421.405.s74
3J;?IAq[EIA

654,008

16.747.703

17,a9!1,1J9

3^43&E0Z2E5Tdlbonowlnp 3"fl0^09ur0

Borowlngs arc securcd as follows:

a) The Company has a compostte banklng faclllU wlth KCB bank securcd by debenturcs amounUng to Shs. 145,fi)0,000 over the assets of the

Company nnklng parl passu wlth Commodlg Fund; Legalcha6e over pmperty of the Company ldenUfled as LR Nos. tl840,l6tl/4 and

1612/ 4;and letten of awarcness fiom pa]ent Mlnlstry of Agdfltture, Lfuestock, Flsherles and lnlgaUon for sum of Shs. 145,000,000. The

utlllzatlon of this faclltty as at 30 June 2019 was Shs. 16,907,246 ( 2018- Shs. 17,401, 710) leavlng undrawn faclll$ amountlng to Shs.

128,092,754.

b) Ihe Company's oubtandlng loans fmm Commodlty Fund arc securcd by debentures amountlng to Shs. 1,409,487,912 overthe assets of the

Company ranklng parl passu wlth KCB Bank.
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16 boroufnp(onUnued)

Between 1 and 2yean
0ver2 years

At staft ofthe year
Prcceeds durlng the year
lntercst charge
Repayment during the year
Atend ofyear

Iherc were no undrawn facilitles as at the reportln! date.

Kenya Sugar Boad Loan

Bankovedraft/K0B toan

ln the oplnlon of the directors, the carrylng amounts of short-term bonowlngs apprcximate to their falr value. Falr values are based on
dlscounted cashflows uslng a discount rate based upon the bonowing rate that he dlrectors expect would be avallable to the company at the
repoftlng date.

ln the oplnlon of director, it ls lmpractlcable to assign falr values to the mmpany's long-tem llablliges due to lnablllU to forecast interest
nte changes.

Ihe canylng amounb of the compan/s bonowlngs are denomlnated ln Kenya shilllngs.

20ts
Shs

2018

Matudty of nonannunt borow{ ngs

2018
s

3-6
L4

2019
_t
3-6
1A

Shs

Durlng the year, the company defaulted on loan agreements relatlng to Kenya Sugar Board by not honourlng Ure rcpayment of prlnclpal and
lnterest amounUng to Shs. 120,500,035 due to cash flow constralnts.

Bormwlngs fiom thls lnstltutlon amounted to 3,491,985,569 (2018: Shs. 3,421,405,574) as atthe yearend.Ihls lnclude lnterest payable
of Shs. 905,068,697 (2018: &t4,488,702) whlch rcmalned unpald as at 30 June 2019. Ihe management expects to meet all contractual
obllgatlons ln the future.

Durlngthe year, the new movement ln loans from commodlues Fund was as follows :

2019
Shg

20L8

3,331,852,319
160.133.250

3^491p855m

3,421,405,574

74,596,902
(4,016,806)

3.491.985.589

3,250,782,344
170.623.230

3427,N5,e74

3,3rl4,641,591

76,763,983

3.421.405.57;

Shg
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17. Doftr€dtax

Defurcd tarllablllUes
Propefiy, plant and equlpment

-Hlstorical cost
-Rwaluatlon surplus
-Biological assets

Deftiludtlxass€b

Other temporary dlfferences
Tax loss canied fonvad

Defenetaxlscalculated,lnfull,onalltemponryUmlngdifferencesunderthellablllUmethoduslngaprlnclpaltaxrateof30% (2018:30%).

Ihe movement of the defered tax account is as follows:

2019
Shs

20L8

As atyearstart
Statement of comprehenslve income (crcdit)

As at year end

Defened tax assets and llabllities and defened tax charge in the statement of comprehensfue income are attributable to the followlng items:

Atstailof year (CEdl0/daEpbEtatomontof Atendyear
compmhemha lncome

Shs Shs Shs

Shs

(16,196,214
(779,328,45n

(28.129.041)
(E23.6s3.715)

91,280,478
732.373.237
823.653.715

15,393,320
(292,982,74t)

6.643.808
(270.945.613)

270.945.613
270.945.613

(802,897)
(1,072,311,198)

(2r.48s.2341
(1.094.s99.328)

91,280,478
1.003.318.850
1.094.599.328

Notdofrn€d taxllabll$

Defened tax assets on losses canied fonrard arc only rccognlzed to the extent of ceftalnty of avallabillty of sufflclent future taxable prcfits to

utllize such losses agalnst

No pmvlslon has been made forthe above defened tax assets, whlch lncludes an asset adslngfmm tax losses amountingto
Kshs.7,502,108,792 (2018: Ishs. 6,057,853,932 ) because it ls not expected thatthe company will have taxable proflts ln the foreseeable

futurc agalnstwhlch the temporary dtfferences and tax losses can be utlllzed. The Kenyan lncome TaxAct requlres tax losses to be utlllzed

wlthln four yeans from the date whlch they were lncured and for any tax losses lncuned before ld Janu ary 2010 are deemed to have been

lncuned on that date.
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18. OtheraccruedltabtttUes:

GraUlU

lGhs

At 1July2017

AdJusffient durlngthe year
Payment durlng the year

At 30June2017

8,799,440

1,363,796

10.7*).rae

Provlslon fur lon6
bmsenlcoduec
rclls

234,948,274

17,243,877)

Prcvlslonfur
oubtandlng leaw days

lGhs

20,606,160

(3,147,073)

Tdt
lglrg

264,352,874

(3,027,094)

744-t5t 17.459.087 281-il25.7N

At July 2018
AdJustment durlng the year

Paymentdurlngtie year
At 30 June2019

t0,r,62,236
1,088,865

233,704,457
(7,326,479)

t7,459,097
(1,708,086)

261,325,790
(7,945,699)

ll 251-101 _970 15.751_m1 253-380-Ont

19. GoEmmontgfanb

Goly'State Departnent of tgtCIltrn grarrb

At 1July2018 (As prevtousty rcported)
PrloryearAdlustment

-AmottlzaUon

At 1July2018 (As r€sed)
Amount ecelved ln the year
AmortlsaUon ln $e year
At30Juno 2019

2019
Kshs

340,000,000

(300,000,000)
40,(x)0,(xr0

735,527,402
(13s.527.4021

40,000nq1

Cunrnt
Non-crnent
TfrI

40,000,000

40n00,000

Ihe gran rclates to lntercst free advanc-e of Ishs 40 mllllon fmm State Depailment of Agrlculture and Khs 135 Mllllon fiom Govemment of Kenya
to the Company whlch were utlllzed ln settllng farmen anea6. Ihe grant of Ishs.135 Mllllon was recognlzed as lncome ln the year while grant of
300 Mllllon rcctfued ln November2017 was amoftlsed to r€tained eamlngs as a prioryearadJustment

20.Defrndlncome

20tg
Shs

111,850,937

2018
Shs

192,818,951Prepald Sugar and molasses

Deffered lncome conslst of pre-sales of sugar and of molasses amounung to Ishs. 110,910,100 and l.shs. 940,737 respecflvety. Ihese wlfl be
recognlzed as revenue when the stocks are dellvered and lnvolced.
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t{01ES I0IHE RNllNCUlt STAIEME{IS (contnucd)

21. c) BIOIOGICAIASSEI-CAI{EBE RERPLAI{T

ATJULY 1,2017
CosWaludon
As prevlously reported)

Pdoryear adJustment

Cort(A! rlstrtar)

Accumulrtcd Dcprudrdon
As prevlously reported

Pdoryear adJustment

Restated Accum ulated DepreclaUon

Nct carylng amount

ATJULY 1,2018
Cort/Vrludon
0penlng carylng amount
Addltlons

Dlsposals

Tranfers from capltal work ln progress

DeprcclaUon Chage forthe year

At30lunc 2018

ATJULY 1,2018
CoflaluaJon
As prevlously reported
Prloryear adJustment

Cost(As rcstatcd)

Accumulatcd Dcprcdatlon
As prevlously reported
Prloryear adJustment
Restated Accum ulated Depreclatlon

Nct canylng amount

YTAR E{DED 30JUI{E 2019
0penlng canylng amount

Addttlons
Dlsposals
Transfers from capttal work ln progress

DeprcclaUon Charge for the year

At30Junc 2019

CARRYINGAMOUT{I

Cost orValuatlon
Accumulated depreclatlon

ilrt crrylng .mount (valudon baslr)

Crnc BcarurPlrnt

Shr

Crnc Bcaor plant caplbl wott-
ln-progE s

Slr

45,241,646

45,241,U8

45.241.846

45,241,646
L5,378,432

(24,242,7161

38.377.361

36,377,361
36.377.361

36.377,361

36,377,361
29,9t1,825

(17,615,715)

48.e79,47L-,

48,673,477

48,A73,471

48";fii3-{Il

Total

120,895,768

120,895,768

(83.e22.699)

(83.e22.8ee)

36.973.070

36,973,070

(3,722,5231

24,242,776
(24,283,1321

33.210.131

130,979,791
130.979,791

:
p7.769.6se)

(97.76e.6se)

33,210.ffl1

33,210,131

(8,936,185)
17,615,715

(18.s4s.684

u2,943,914

116,591,693

ff)3.647.718)

22,943,914

Z,.Jdb?AIA

Shs
i,

i
166,137,414

lal,lgt,4lA

(83.922.69e)

(83.e22.6ee)

82.214.716

82,214,7L$
15,378,439
(3,722,52i:

(24,283,1321
69.587.493

(167,357,152

tL67.3s7.1s2

(97.769.6s9)

(e7.769.559)
69.587.49:t

69,587,493
29,9t1,825
(8,936,185)

(18.94s.684

11,811,445

165,265,1M
(93.647.718)

71,811,448

7lafi-4cE,Nct c.nylnt rmoum (6t basls)
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N0IES I0 IHE RtlllNCUlL STAIATE{IS (conUnued)

22 BlOt0clClt AStIEIIt-ic{rt{SUMltBtI

Consumable growlng cane
Consumable asset-Llvestock
Toblblologlcalars&

a) CorcumableGmwlngCane

2019
24,372,533

1.126.000
25.498fi33

20tg

93,703,472

(34.870.386)

58,233,096

(s5.449.070)
2.7l,,,.017

20,494,096

t.104.427

21.588.518

u3112,113

Restabd

2018
58,233,086

660.000
5E^893.080

2018

14t,843,731

(86.867.857)

54,975,874

(54.691.463)
2,i/,,411

68,278,782

(10.330.10n

57.948.675

582i13.080

At beglnnlng ofthe year (As prevlousty reported)

- Change ln Accountlng Esflmates

At beglnnlng ofthe year (As restated)
Decrease due to haryest at falrvalue less polnt of
sale costs

Galn arlslng from changes ln falr value
attrlbutable to physlcal changes
Galn arlslngfrom changes ln falrvalue
attrlbutable to prlce changes

Falrvalue galn durlng the year

Canylng amount at $e ond of Ure par

Ihe Company grows sugar cane (blologlcal asset) ln its Nucleus Estate whose produce ls haryested for replanUng or mllllng. Ihe Company
has accounted for lts blologlcal assets ln accordance wlth revlsed IAS 41 and IAS 16. Cane stem ls rccognlsed aJthe conslmable growlng
produce fiom the 7th month when lt beglns to form sucmse. Ihe produce fully matures wlth maxlmumiucrose 14 months thercafter but
can be haruested as early as 9 months as seedcane.
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1{0IES I0 IHE FlNrll{CUIL STAIEIIIE{IS (contnucd)

b) Conrumablc Assst-UYrctod(

At beglnnlng ofthe year

lncrease due to new acqulsltlons and births
Decrease due to slaughter or sale

Galn attrlbutable to blologlcal tranformaUon
Galn arlslng from prlce changes
Falr value galn during the year

Co-operaUve societles
large and medlum scale farmers
Transpoft and equlpment loans

Less: lmpalrement
Co-operaUve socleties
t-arge and medlum scale farmers
Transpoft and equlpment loans

2019
660,000
38,889

(314.889)

384,(xro

256,000
486.000
742,000

ztl8
747,000

r160.000)

587,000

70,000
3.000

73,000

Canydngrmountat$c cnd of drcycar 1J,1O000 600'000

Ihe Company keeps dalry catUe (blologlcal assets) ln lts Academy Sectlon whose produce ls used wtthln the school to rcduce boardlng

expenses. Ihe Company has accounted for lts blologlcal assets ln accordance wlth revlsed IAS 41 and lAS 16.

23. Loanrb 0utglowcr

374,892,022
52,874,843

1.303.754

429,070,619

(365,958,108)
(40,706,920)

(833.736)

374,015,333
54,705,992

1.400.004

430,121329

(365,958,108)
(40,706,920)

G33.Zil0)

t407.498.7ilt {407.498.7&l)

21fir1^E55 amialsgs

Ihe company's credlt rlsk arlses prlmarlly from loans to co-operaUve socleties, outgrowen and large and small scale farmes. Ihe dlrectors

have made a provlslon forthe portlon of the outgmwers loans whose rccovery ls ln doubt
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N0IES I0 IHE Fll{ltttCutt SIAIEI$E{IS (oontnued)

24. Trade and ofier rscshrableg

Trade recelvables

less : Prov]slon for lmpalrment

l{ettade ocehaables

Other recelvables

tess : Provlslon for lmpalrment
t{et other ncelvabtss

Deposltr and pnpaynrent

Payabler wffi Deblt Baloncec
Trade Payables

Small Scale Farmers

targe Scale Farmers

Payrcll tlablllties
0ther Payables

20tg

M,327,692
(29.s13.e90)

14.8L3.702

86,134,969

(43.798.468)

42.ilt8.500

28,939,24L

9,635,996
25,434,303
15,070,314
31,290,656

1.119.246
81.550.414

1(Shs

2018
Kllhr

61,164,068
(29.s13.9e0)
31.850.078

78,406,163

(43.7e8.468)

34.607.895

30,118,834

8,513,947
27,983,136
17,065,253
17,607,449

499.039
71.688.823

25.

Tradoand0$erRecetyabtes ffiZ,GlgJIS l6gJts3^43l

ln the oplnlon of the dlrcctors, the carrylng amounts of tnde and other receivables approxlmate to thelr fair value. The
company's credlt risk arlses from trade and other recelvables. Ihe dlrectom have made a provislon for the portion of the
recelvables whose recovery ls ln doubt lndfuldually lmpalred recelvables malnly relate to customers, who are ln unexpectedly
dlfflcult economlc situauons. These have been fully provlded for as stated abovl.

Payables with Debit balances have been reclasslfled as receivables

Ihe other classes withln trade and other recelvables do not contaln lmpalred assets.

Inwlrtodes

2019
lGhs

2018
f,lE

7,973
258,402,266

2,t27,950

833,187
139,895

l,512,l4g
1,151,400

63.334.684
327,509,402

82.862.847

Mllled sugar
Factory and field stores
Milled sugar-ln-process
Unmilled cane
Filllngstauon
Molasses
Molasses in process

Statlonery'
Mediclnes
Goods-ln-Translt

Less; lmpalrment for obsolete and
slow movlng lnventorles

256,753,991

[x!3,187
468,720

1,922,479
1,021,359

76.832.939
336,904,299

82.862.847

254.965.975

Page 39

2U.848.55s



at

o

N0IES IO IHE FINANCUII SIAIR Et{lll (conUnued)

28. Cash and Gashequlvalente

Trade payables

Cane payables

Staff & Cunent Deffened Debts with Credlt bal.
Paymll llabllltles
Other payables and accruals

Cash at bank and ln hand

Short-term bank deposits

2018
Shs

35,074,394

28.138.021 35.074,394

Forthe purpose ofthe cash flow statement, the year-end cash and cash equivalents are as follows:
2019 2018
Shs Shs

Cash at bank and ln hand 28,136,021 35,074,394
Short-term bank deposlts
Bankoverdrafts (note 16) (33.773) (654.008)

MA22l1 3!Lnm86

Ihe canying amounts of the company's cash and cash equivalents are all denominated ln Kenya Shillings.

21. Tradeandotherpayables
2019

shs

333,790,070
285,438,631

77,504,636
633,299,012
122.894.521

1,452,926,869
TaxArean
VATPayable
PAYI Payable
Wltholdlng Tax Payable

Sugar Development Levy Anears
Penalties and lnterest on Tax Anears

2019
Shr

28,136,021

963,437,141
597,246,551

10,734,144
474,109,867
835.824.671

2,78t,352,373

Restated

2018
Sh8

33 1,179,116
320,790,550

76,943,870
417,633,000
140.477.155

1,,287,023,691,

779,816,971
506,898,281

10,647,814
474,L09,867

OEL19S.4EZ
2,453,669,42t

Total 4.234.279.242 3.740.693.112

Ihe Dlrecton have made provlslons for penalties and lnterest payable on tax arrears amountlng to Shs 835,824,671. 0f this

amount Shs. 153,628,183 arose durlng the cunent year whlle Shs 682,196,488 relates to perlods before 30t June 2018.
Ihe comparatlve prior year balance of trade and other recelvables has been restated to lnclude thls amount,

ln the opinlon of the direclors, the carrylng amounts of the current portion of trade and other payables appmximate to thelr

falrvalue.

28. Relatsdpailytransactlonsandbalances
Commodlty Fund loana

The Company ls a related party to Agrlculture and Food Authority (AFA) by vlnue of common ownershlp by the ultlmate parent,

the Govemment of Kenya, through the state department of Crop Development, Mlnistry of Agrlculture, Llvestock, Flsherles

and lnlgatlon. tn additlon, AFA ls the regulatory arm of the Mlnistry under whlch both Sugar Companles and the

CommodlUes Fund fall. Ihe Company has obtalned loans from Commodltles Fund. Transactlons wlth AFA/Commoditles

Fund are detalled ln note 16.

Dlrcctoo and Exeqtdve stafr
Dudng the year Ishs.S.7 Mllllon was lncuned on Dlrectols allowances and expenses whlle [rshs. 13 Mllllon was spent 0n

Senlor Management salarles and allowances.
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NOIES T0 IHE FlttlrlNCult STA|ED|E{IS (conUnued)

29. Gash(usedln)operadons

Recondlllaton of locs bofuiu taxb cash (used ln) operaUons
Loss beforc tax
AdJustmentfon
Depreclatlon on property, plant and equlpment (note 21)
(Galn)/loss on dlsposal of propefi, plant and equipment
Galn on valuatlon of blologlcal assets (note 4)
lnterest lncome
lnterest expense
Amortlsatlon of govemment grant
Penaltles and lnterest
Decrease ln other ac,crued llabllltles (note 18)

Changes ln worklng capftal

-lnventorles (note25)
-Trade and other recelvables (note 24)
-Loan to outgrowen (note 23)
-Restrlsted cash and cash equlvalents
-Trade and other payables
-Cash (used ln) operations

(646,775,480) (614,379,423)

20L9
Shs

137,327,249
8,684,379

(22,054,516)
(4,049,4221

76,414,170
(135,527,4021
223,701,26s

(7,945,699)

R$tatod
2018

Shs

143,422,9L9
(362,558)

(58,021,675)
(3,502,881)

84,161,418
(300,000,000)
131,750,656

(3,027,094)

(10,319,419)
403,572

1,050,709

230.276.730
(1/l8.834,458)

53,789,366
39,578,074

(534,745)

377.747.950
(14s.977.993)

30. ConUngentltablllUes

Ihe company ls a defendant in varlous liUgaUons and clalms amounUng to I*hs. 660 mllllon, which arose ln the ordlnary
course of buslness' A provlslon of Ish 66 mltllon has been made ln the flnanclal statements, as the dlrectors belleve, based
on lnformaUon cunently avallable, that the ultlmate resolutlon of these legal proceedings ls not llkely to have an effect on the
operaUons of the Company that ls materlally at variance wlth the amount

31. Rlsk managemert obJecdves and poltcles

Flnanclal dsk management
Ihe company's actlvltles expose lt to a varlety of financlal rlsks: market rlsk (lnctudlng forelgn exchange rlsk, lnterest rate rlsk
and prlce rlsk), credlt rlsk and llquldlty rlsk.

Ihe company's overall risk management programme focuses on the unprcdictabllity of flnanclal martets and seek to
mlnlmlse potentlal adverse effects on the company's flnanclal performance.

Cunently, the company ls ln tlre prccess of estabtlshing a rlsk management commlttee that will develop risk management
pollcles to be used ln ldentlfylng evaluatlng and hedglng of flnanclal rlsks in close co-operation with varlous departmental
heads.

a) Ma*etdsk

ForBlgn €rchango drk
Ihe Compan/s operatlons are locallsed ln Kenya and its flnanclalstatements are denomlnated ln Kenya Shllllngs. Exposure
to forclgn curency rlsk ls thereforc llmlted only to transactlons lnvohlng lmport of goods and servlces and outstandlng bllls.
The scale of such transactlon was low ln the yearto 30 June 2018 and exposure ls consldered negllglble.
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NOTES I0 IHE FlruU{CUl[ STAIEIIIB{IS (condnucd)

lntlrllt nta drk
The company ls exposed to lnterest rate rlsk as lt bonows funds fmm Commodlg Fund and through bank overdrafts. Ihe rlsk

ls managed by negouatlng for a flxed rate wlth the Banks over a perlod of tlme. For Commodlty Fund, the company negotlates

for an extended repayment schedule that does not expose the company to penaltles. At 30o June 2018, lf the lnterest rates

at that date had been 10% hlgher wlth all other varlables held constant, post-tax (loss) for the year would have been

Shs.8,000,000 (2018: Shs. 7,000,000) arislng malnly as a rcsult of hlgher lnterest expense on varlable bormwlngs. Ihe
capplng of lntercst rates by the Government has reduced exposurc to the dsk.

Prlcc rlsk
Ihe Company reallzed unfavourable sugar prlces ln the second half of the year due to unrestrlcted lmportatlon of sugar

causlng glut ln the market.

b)CGdltdsk
Credlt rlsk arlses from cash and cash equlvalents, deposlts wlth banks and flnanclal lnstJtuflons, as well as credlt

exposurcs to customers, lncludlng outstandlng recelvables.

Ihe compan/s pollcy on sugar sales ls payment before dellvery by cash or bankes cheques. Thls largely llmlts the exposure

to credlt rlsk. For crcdlt customerc, an appmved credlt perlod ls granted for customen who have been vetted and appmved.

Ihe companfs pollcy on cane development loans ls that the loans are granted to farmers who meet the loanlng condlUons

whlch lnclude prcvlslon of adequate collateral cover. Bposure to thls rlsk has been quanUfled ln each flnanclal asset note ln

the flnanclal statements along wlth any concentraUon of rlsk

clUquldltyrlck

Prudent llquldlg rlsk management lmplles malntalnlng sufflclent cash and cash equivalents to meet obllgatlons as they fall

due. Ihe company manages llquldlg rlsk by malntalnlng banklng facllltles, conUnuous monltorlng of actual cash flows and

regular revlew of forecasts as well as matchlng the maturl$ proflles of flnanclal assets and llabllltles.

32. Crpthlmanagcmcm

Ihe company's obJectlves when mana$ng capltal are:
-To safeguard the enUty's abltlry to conUnue as a golng concern, so that tt can conUnue to pmvlde retums forshareholden
and beneflts for other stakeholdes, and
-To provlde an adequate rctum to shareholders by prlclng pmduc'ts and serulces commensurately wlth the level of rlsk

Ihe company sets the amount of capltal ln prcportlon to rlsk lhe company manages the capltal structure and makes

adJustments to lt ln the llght of changes ln economlc condlUons and the rlsk characterlstlcs of the underlylng assets. !n order

to malntaln or adJust the capltal structure, the company may adJust the amount of dlvldends pald to shareholders, return

caphal to shareholders, lssue new shares or sell assets to rcduce debt

Ihe company ls financed thmugh lntemally generated funds and bonowlngs fmm Commodlty Fund and Kenya Commerclal

Bank Umlted.

33. CountyoflncoryonUon
Chemelll Sugar Company Llmlted ls lncorporated ln Kenya under the Companles Act as a prlvate llmlted llablll$ company

and domlclled ln Kenya.

34, Pruccntrdon arrtncy

Ihe flnanclal statements are presented ln Kenya Shllllngs (Shs).
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NOTES I0 IHE RNJII{CUIL STAIEIIIE{|Ii (onUnued)

35. Stabment of budgBt and actual compadsons

Ihe milllng capaclty and revenue budget for FY 2078/2019 was based on the assumpUon that the Company would obtain fundlng
for plant malntenance but thls never materiallzed. ln addltlon, the Company experlenced operatlonal challenges due to shortage of
mllllng cane ln the zone during the year under revlew. Ihe factory did not mlll for 5 months of the flnanclal year. Ihls led to
unfavourable varlance ln revenue generaUon and overall loss ln the year.

RET'ETUE BUDGET ACIUAT VARUIIICE EXPI.AI{IIIION

Net Sales 4,577,035,513 1,063,991,957 (3,513,043,556) Ihe Company sold 12,649t0ns sugar at avenge net price

ol Sh80,060 lnstead of budgeted 58,120 tons at net prlce

Sh75,862. However, the posttlve pdct varlance ol
Sh53.lm was swept away by the greater adverce quanUty

vadance of lGh 3.45 b.
0peratlng lncome 26,000,000 4,435,026 (2t,564,9741 Rent lncome of Sh 12m has been netted down by ShSm

loss on dlsposal of bearer plant. Opportunltyto sell scrap
metal and o$er ltems Sh.6m normally retalned after 00C
malntenance was mlssed.

Flnance !ncome 4,850,000 4,O48,422 (801,578)
Armortlsation of GoK
grant

L35,s27,402 135,527,402 Ihe GoK gant forsetUing cane aneas had not been

antlclpated whlle developing the budget

Totallncome 4,607,997,513 1,208,002,807 (3,399,994,70O

Egenses

Cost ofsales and less
gain ln falrvalue of cane

3,805,709,135 t,273,626,404 2,532082731 Ihe Company bought 164,684 tons cane at Sh3,750 per

ton lnstead of 614,606 tons at Sh3,900 thereby savlng Sh

24.7mand Sh 1.8bn on prlce of and cane quantlty

rcspestlvely. ln additlon malntenance and process

materlals cost budget was underabsofted by Sh700m due
to mlssed malntenance and low pmducUon.

Finance and
AdminlstraUon costs

319,921,623 114,281,903 205,639,720 -At tfiB lowertian budgeted level 0f operauon, the
Company placed Ught controls on admlnlstraUve
expendlture.
-0nly mlnlmum lnhouse talnlngs and houslng repaln were

underhken as the Company could not fully fund $e
bud(et.

Human Resources Costs 267,314,072 174,627,860 86,686,152

Financing Costs 105,726,720 68,540,855 37,185,865 Ihe orlglnal budget had antlclpated hlgher flnanclng cost
as funds were expected for malntenance.

Penaltles and lnterest
chage

223,701,265 (223,70t,265) Penaltles and lnterest on unrcmitted taxes and penslon

contrlbutlons had prevlously nelther been pmvlded for ln
annual budgets. Ihe pollcy to make prcvlslons was

adopted for tfte flrst Ume during the year for prudence
purDoses.

Total expendltrm 4,492,671,490 1,&il,778,287 2,6:17,893,203

Surplus/(Delld$frrthe
pedod 115,216,023 (846,775,480) 061,991,503)
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