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KEY ENTfTY INFORMATION

Badrgrcund lnftmailon

Chemelil Sugar Company was establlshed ln 1965 as a private limited Company and later became a Parastatal ln 1974. lt is cunently

a Parastatal under the Ministry of Af,riculture, Livestock, Fisherles and Cooperatives - State Department of Crop Developmenl lhe

Company is domlclled ln Kenya and ls located along Awasi - Nandi Hllls Road ln Muhoronl sub-Coun$ of Kisumu County,

approximately 50 kllometres from Kisumu City.

PdndpalActvl0es

The princlpal activig of the Company ls to manufacture sugar and co-products from sugarcane and to establish and manage sugarcane

plantations. Its vlslon ls to be the Company of cholce in the production and marketing of sugar as well as in sugarcane development in

the region. The Company's core oblectives lnclude cane development, factory capacity utilization, marketlng and dlstribution'

environmental management and corporate citlzenshlp.

Dlmcton

The Directors who served the entity during the yearlperiod were as follows:

1. Mr. Zedekiah Klprop Bundotich

2. Mr. Gabrlel Nyangtreso

3. Mr. Davld 0slany
4. Ms. Chrlstlne Atieno

5. Mr. George oballa
6. Mr. Lllian Marjorie Wasonga Nangulu

7. PrlnclpalSecretary Ministry of Agriculture

8. PrinclpalSecretary,NatlonalTreasury
9. Development Bank of Kenya

10. Agricultural Development Corporation

11. VlV0 Enerst(10 LTD

Chlef 0frcens

1. Mr. Gabriel Nyang,veso

2. Mr. Emmanuel0betch Ngala

3. Mr. Jorim Osewe

4. Mr. Joseph Kiilu
5. Mr. Motfat Omondi
6. Ms. Lindah Kiplagat
7. Mr. Jackline Kotonya

GoporateSecmtary

lmage Registars
P.0. Box 9287- 00100
Nalrcbl,lGnya.

Coporate Headquattem

P.0. Box 177-40107
Awasl-Nandi Hllls Road

Muhomnl,l$nya

- Chairman

- Ag.Managing Director

- lndependent Dlrector

- lndependent Director

- lndependent Director

- lndependent Director

- Alternate, Ms. Jackline Kilo

- Alternate, Mr. Kennedy 0dhiambo

- Alternate, Mr. Jacob Mananda

- Alternate, Mr. Richard AiYabei

- Altemate, Ms. Naomi Assumanl

- Exited on22Jul2O20
- Appointed ln May 2017

- Bited on221u12020
- Exited on22lul202O
- Blted on22 )ul2020
- Blted on22lul2020
- Frited on22lul202O
- Blted on22lul2020
- Exited on22lul2020
- Exited on22lul2O20
- Exited on22)ul2020

- Ag.Managlng Director

- Head of Flnance

- Head of AEriculture (A$
- Head of Factory fl$
- Head of Human Resources (A$

- Marketing Manager (A$

- lnternalAudit Manager (Ag)
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IGY E{IIIY lN HTRMAII0H (Gontn ued)

CopontoGontacds

Telephone :12541 020-2031.883 / 4/ 5
E-mail: chemelll@swiftklsumu.com/chemelil.mdsofflce@(mail.com
Website: www.chemsugar .go.ke

Goporato Bankers

1. Kenya Commerclal Bank Llmlted
P.0. Box 17-40100
l0sumu, Kenya

2. Co-operative Bank of Kenya Llmlted
P.0 80x301511-40100
Xlsumu, Kenya

lndependentAudihru

Audltor General

Kenya Natlonal Audit 0ffice
Annlversary Towers, Unlvercig Way
P.0. Box 30084
GoP 00100
Na!rcbl,Ionya

Pdndpal la€alAdvlson

t. Migos 0gamba & Company
P.0. Box 17- 40100
Nalrcbl,lGnya.

2. otleno Ragot & Company
P.0. Box3051 - 40100
l0sumu,l(onya.
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DIRECIOR'S ]tIAfIE

1. Mr.Zedeldah
!0pmp
BundoUc{t

Chairman

2, Mr.Gabdel

ityangwoco

Ag, Managing Director

3. Mr. Davld

0slany

lndependent Dlrector

4. Ms. Ghdsflne

Ateno Odeno

lndependent Director

5. Mr.Jacob
Mananda

Alternate Director

6. Mr. Ksnnedy

Odhlambo

Altemate Dlrector

II{EBOARD OFDIRECTORS

rcY QUAIJRCTInoilS AI{D mEmfl cE

Mr. Bundotlch was appolnted as Chalrman of the Board of Di rectots with effect fro m 20th Septem b er, 2O Ll

He is a renowened buslnessman wlth a wlde knowledge in transport and dairy lndustry spanning over

years,

Holds Bsc of science ln Management and Marketlng (Royal Holloway Univenlty of London), Diploma

Buslness Management.

He is the group Chalrman and founder of Buzeki Group of Companies. Has achieved a lot in the busint

Mr.Nyangweso holds a Masters Degree(MBA) ln Strateglc Manalement from Eflerton Univercity, BSC

Agrlculture flom Universlg of Nairobi and lnternational Certlficate ln sugarcane Agronomy from Mauritius.

has served Sony Sugar as Out growers Manager, Nucleus Estate Manager, Transport Manager and Head

Agriculture - a position he held until secondment to Chemelil Sugar Company as Managing Director ln

acting capacl} from 5th MaY 20L7 .

Mr. Oslany is a public policy professlonal with over 10 years experience in pollcy advocacy and advice, i

strateglc public management with speclal bias to communicatlon, HR Manatement & 0rganizatio

Development. He holds MSc. Publlc Policy fiom the UnlverslU of Bristol, Unlted Klngdom and Bachel

Degree in Arts (Communication & Soclologr) from the Universi$ of Nairobi. He was appointed Dlrector v

effect from 20th September, 2018.

Ms. Atieno was appolnted Board member of the Company wlth effect from 20th September, 2018.She i

Lawyer wlth vast experience in consuttancy servlces and research. Cunently a partner in charge of Fina

and Admlnlstration at Maangi and Qtleno Advocates. A member of various professional bodies e.g' Fl

LSK, and CRADLE. Has previously consulted for APHIA-USAID, Oxfam GB, and Commlttee for implementat

ofthe constltutlon ofKenya (ClC), National Legal Ald Awareness Program (NALEAP).

Has Bachelor's degree ln Law from Unlversity of Nalrobi, Diploma ln Law from Kenya School of Law.

Mr. Mananda represents Development Bank of Kenya. He has Masters in Buslness Admlnlstration (Flnanc

Mr. Odhlambo represents the Natlonat Treasury as per the State Corporation Act. Alternate to Princ

Secretary, The National Treasury.
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(

7. Mr.Rlchad
A[nlbet

Alternate Director (ADC)

8. Ms.Jacquellne
Kllo

AltomateDlrcdor,
Mlntfi of Agilculhrn,
Llvestoch Flshedes and
Cooperatlves

9. Mr.George

0bala

lndependent Dlrector

10. Ms. Llllan
Ma{ode
Wasonga

Nangulu

ndependent Dlmc{or

11. Ms. Mldam
t{dlrangu

RepmsentaUve, lmage
Reglstar, Company

Secretarles

. Richard Aiyabei aged 51 years is a holder of MSc. Degree in Agronomy from University of Eldoret, B

in Agriculture from Moi University and Diploma in Farm Management from E(erton Univer ' Hr

rrently the Managng Director of the Agrlculural Development Corporation a position he rose to pro- --si'
joining the corporation ln 1990 as an Assistant Farm Manager. His Directorship roles includes, Diret

Seed Company and Chairman Agro Chemical and Food Company ltd. Mr Richard Aiyabei is a membe

ploughing Board, Kenya Ploughlng 0ganisation (National Chairman), ASK Council Member Eldr

and ASK Member of Executive Committee KPO among others. He represents Agricultural Developm

Ministry of Agriculture, Llvestock and Fisheries. She Joined the Board on 11th October 2018.

Mr. 0balla, aged 52 years is a holder of a Bachelor of Commerce in Marketlng Degree (1992) from Univers

of Nairobi and Advanced Diploma in Marketing (2003) from the lnstitute of Finance Management. Currenl

he is a Dlrector, Lead Consultant at Seydou Resources Ltd and Regional Director for East Africa

Foref inance/Scopel nalght.

angulu holds a Master's degree ln Administration, Tourism-Punjabi University lndia, Advanced diplom,

Applications, Computer Center-Chandigarh lndia and Bachelor of Commerce-PunJabi Univert

She has worked for Citibank N.A as a client experience Head (Kenya and Uganda)

Miriam Ndlrangu represents lmage Registrars who are appointed as Company Secretaries by the Boart

She ls a member of ICPSK.
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M'INITGERSN/[ME

Mr.Gabilel Nyan8weso,

MBA (Strategic Management)

Mr. E[ah Ghepyogon ChelagBt

BSc (Mechanical En$neerin$

Mr. Emmanuel Obstfi Nglla
EMBA, BCom (Accountlng), ACCA,

MKIM

Bsc.( ASrlcultural Engineerin$

Mr.Joilm 0sewe

Ms.Jacquellne lbbnya
BSc (Chemistry), AWSE, EIK

i''rtr,
l m ltr*.nlr:rNA

M/IIIAGBIRIITEAiI

t(EY QUAUHCAnoNS AI{D mERIB{CE

Managing Director (A$

Head of Factory (A0

Head of Finance

Head of Agriculture (A$

lnternalAudit Manager
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Mr. Mofiut0mondl
Bsc (Chemistry), MKIM

Mr.Japhsilr Olwang
BBM (Purchaslng & Supplles), Dip BA,

KISM, CIPS

Ms.llndah J. l(pla8lat
MBA (Strategic Management),

BBA (Marketing), MSK

Head of Human Resource (A$

Supply Chain Manager (A$

Marketing Manager
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CHAIRMAI,I'S SIAIEM BiII

olrBvtEw

The cane supply in Nyando sugar belt during the 2O2O/2021 financial year was much better compared to a number of preceding

yea(s) owlng to onset of the long ralns of 2019 and 2020, despite the Sugar lndustry continued general sugarcane deficit. Sugar

selling price remained depressed by cheaper imports curtailing the Company's financlal performance. The other challenge was

frequent breakdowns of key machinery in the factory due to ageing plant which has not undergone malor maintenance slnce the year

2013. Thlsledtoinefficientfactoryoperationsandlowsugarrecoveryandaffectedcashflowandprofltability.

OPERAIIOITIS

The volume of cane milled lncreased 3.4 times lo 4t1",1.L2 tonnes up from 120,632 processed in the previous year. Ihis was the

highest milled ln Z yearc malnly because cane supply improved and, unlike the precedinS years, the factory ran continuously for all the

12 months of the financlal year. The average conversion ratio remalned relatively better at 14,75 tonnes of sugarcane to one tonne of

sugar compared to 15.94 achleved the previous year. The Company sold a total of 28,03 1 tonnes of sugar compared to 7,567 tonnes

sold ln 201g12020. Accordingly, the gross turnover grew to Kshs. 2,568 milllon up from Kshs, 621 mllllon achieved in the previous

year mainly because of hlgher production and sales volumes.

RESUIIS.

The Company posted a reduced loss of Kshs 549 million compared to the restated loss of Kshs 694 million in the previous year

TAXCONTRBIMON

The company continued to be one of the large tax payers to the government. During the financial year, the company accrued/paid

Kshs. 358 million in VAT compared to Kshs. 76 mllllon the year before.

CORPORAIE SOCIAT RESPONSIBIUTY

Despite constrained cash flows the Company continued to ptay lts role as a responsible corporate citizen. The key focus areas during

the year under revlew were education, health, sanitation and environment. Through its own sponsored Chemelil Sugar primary and

secondary schoots and by supporting a number of other public schools within Chemelil zone, the Company continued to empower the

population ln the community. The Company also operates a health facilig which supports the communi$'s health, through its MCH

and general healthcare services.

DMDRIDS

The company remains commlfted to its primary obJective of maximization of Shareholders'fund and ln giving a return on investment

thrgugh payment of dividends. However, due to the low performance for the year, loss incuned and the aforementioned financial

constraints, the Company was not in a position to pay dividends. Measures are being put ln place and thls situation ls likely to change

ln the comlng years and dividends shall be paid accordingly.

PERFORIII,Ii{CE GOI'ITRACT

The company entered into a negotiated pedormance contractwith the Government of Kenya forthe year 202L/2022 by setting targets

tn ltne with ihe strategtc ptaniott /zot}-2ozt/2022 and the Approved Budget for 2021,/2o22.Ihe Company did not achieve its

profitability target foi ZdZa/ZOZt given the conditions it operated in but there is strong and positive indication of lmproved

performance towards achleving and surpassin( our boundaries of success.

REVIEW OF CURRETIT AND RM,RE BUSINESS OT,ILOOK

Access to adequate quality raw materlal and stabilig of market sugar price remaln the key determinants of the Company's operational

performance. The company continues to engage and/or contract farmers for cane supply. lmprovement in cane avallability ls being

pursued through planting of high sucrose and early matuilng cane within the nucleus estate and improving extension servlces to

iarmers. Continued support to flrmers w1h farm lnputs and implements is on-golng. All these efforts are almed at lmproving the

ix
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quanti$ and quality of sugarcane for milling. The cane testing unit which will peg cane payment on sucrose content thus ensuring the
company gets value for money is almost complete.

The Company's s-year strategic plan (2017 / 18- 2021/2022) had targeted to increase cane yield from 48 TCH to 75 TCH and to miil
871,000 tons annually by the year 2027/2022. Though these targets were not achieved in the year under review, it is envisaged that
the Government commitment to privatization of the five public sugar mills will inject new funds to revitalise factory efficiency and
mitigate the inadequate cane availability and supply to the factory. The process is expected to enhance competitiveness, profitability
and sustainability of the Company. The company is also keen on cost controls and lmproved corporate communications policy to
ensure it has support from all stakeholders.

The government has appointed a new tasKorce to review and advise on the design, development and lmplementation of the sugar
industry price stabilization framework whlch is looklng lnto ways of stabilizing the lncomes of different players in the sugar value chain
going fonivard. The implementation of tecommendations by this task force is expected to sanitize the regulatory regime, control sugar
importation and create a level playing ground for all ln the industry.

The COMESA safeguard measures were also extended to February 2023. The Company's lmproved performance levels should enable it
compete when that time lapses. The Company will continue to enhance factory efficiency and increase the branded sugar production.
Cost management initiatives will contanue to be implemented to retum the company to profitabllity. More land in the catchment area is
being put under cane to meet the factory optimum requirements and irrigation project is being enhancerl to increase cane yield. The
cane development program will continue into the next year where a further 3,000 hectares are targeted.

APPRECUINON

0n behalf of the Board of Directors, I wish to express my gratitude to all our cane farmers who have stood with us during these difficult
tlmes. I also wish to thank our suppliers, the Commodity Fund and the National Government for the loans given to us, cane
transportels, cane development contractors and the sugar customers for their valued support in the last one year. Finally, I would also
like to take this opportunity to sincerely thank the management and staff for their hard work and continued commitment to Company
Soals even during the difficult times experienced for the better paft of the year. The Board is optimistic that we shall all improve our
performance to meet our targets for future Company sustainability.

x



Chemell! Sugar Company Umtted

Annual Reporb and Flnanclal Statemenb
For $e year ended June 30, 202L

REPONT OFTHE CHIEF flECITVE OMCER

It ls my pleasure once agaln to report on the performance of Chemelil Sugar Company Limlted forthe year ended 30th June 2021

orrERvtEw

ln the year under review, the Company experlenced a number of challenges in lts operations which included: Factory breakdowns due

to aglng plant which adversely affected throughput and conversion ratios; poaching of cane from the zone by other millers resulting in

cane shortage; low agricultural machinery availability; unrestricted importation of sugar which resulted in glut ln the market hence

depressed sugar prices and low cane yields. These factors affected the Company's revenue generation and thus cash inflows.

PERFORMIINCE REVIEW

l. FlnanclalPelftmance

The net tumover for Fl 2O2l lncreased by 306% to Kshs.2,214 million up from Khs.545 mlllion in FY 2020. this comprised

Kshs.2,140 mlllion (2020-Ishs.52lmillion) from sugar and Kshs.74 mlllion (2020-[shs.14 mlllion) from molasses. Ihe higher

tumover was attributed to higher sales volumes and betterselling prices for both sugar and molasses compared to the previous year.

A reduced gross loss of Kshs.3 mlllion (2020-Kshs.384milllon) was achieved ln the year under review. This was because the increase

in revenue influenced by both the hlgher volume of sales and higher product prices exceeded the lncrease in cost of sales which was

driven by the hlgher volume of cane mllled and the lncreased price per ton but moderated by the improved converslon ratio.

Marketing and distribution costs increased by 160/o mainly due to the hi(her quanti$ of sugar sold compared to FY 2020'

Administration cost increased by 74% as a result of increased activig during the year under review.

The overall performance for the year was an operating loss of Shs. 549 million arising from factory lnefficiencles. This was much lower

than the loss of Kshs.694 million recorded in the previous year. The improvement was because mllling operations was sustained

throughout the 12 months of the financial year as compared to only 4 months ln FY 2020.

ll.Aglcultunl Opentons

Canedeliveredtofactoryduringtheyeartotalling4lL,6s4was240%highercomparedto12l,033deliveredthepreviousyear. The

average pol (sucrose ln cane) was 11.88% (2020-10.88%). The lncrease in quantity is attributed to the full year of continuous

operations compared to only 4 months ln the previous year. The Nucleus Estate contributed 41,600 (15%) while 370,054 was sourced

from farmers within Chemelil zone. The price of cane per ton increased to Kshs 4,040 compared to lrshs. 3,750 in N 2024

lepresenting 806 lncrease. Cane pricing committee was involved in settlng minimum cane price based on prevailing ex-factory price of

sugar.

Weather conditions durlng the year was generally favoulable for cane productlon even though the cane zone recelved a lower rainfall

mean of 1681.8mm (2020-1907.9mm) compared to the long terrn mean of 1,853.1mm, Cane yields lmproved to an average of 49.6

TCH compared to 47.1the previous year desplte continued cane pouching activities by nelghbouring mlllers in unfair competition

dudng the year.

Cane development program was slightly below target due to cash flow constraints. A total of 500 ha was ploughed, 465 ha harrowed

and 400 ha furrowed against a target of 5o0ha. Area planted was 500 ha against a target of 500 ha. Fertilizer supply for planting and

top dressing was 1,000 bags.

During the year, a lot of effort was expended to engage farmers and other industry stakeholders to appraise them on the Company and

industry challenges and initiatives.
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lll. Factory0pordlong
The factory milled a total of 4Lt,27L tons of cane in the year under review compared to 120,632 tons milled in ff 2020. 0f these

350,412 tons of cane representing 85% came from farmers while 60,799 tons representing 15% was received from the Nucleus

Estate. ln the previous year, 102,067 tons of cane milled came from farmers while 18,565 tons came from the Nucleus Estate. The

amount paid to farmers for cane supply was Kshs. 1,334 million (2020-Kshs 529 million).

The cane supptied was milled at a conversion ratio of L4,75 (2020-15.94) tonnes of cane to I ton of sugar to produce 27,886 tons of

sugar compared to 7,567 tons produced in FY 2020, this production represents 268% increase compared to the previous year. A

better performance was experienced in the first and second quarters but factory breakdowns became more frequent in the third and

fourth quarters leading to loss of production time and reduced sugar recovery.

A total of 2,206 tonnes of sugar representing 8% of su(ar produced was branded. Sugar qualiff remained high as the Company

complied with the Kenya Bureau of Standards (KEBS) requirements for Standardization Mark for brown sugar.

h. Sales and CommetdalActftUes

The Company sold a total of 28,031 tonnes of sugar compared to 7,567 tonnes sold ln 20L9/2O20. The average net prices per ton of

sugar and molasses were Kshs.75,715 (2020-Kshs.72,169) and Kshs.S,165 (2020-Kshs.3,136) respectively. The 5% lncrease in

average net sugar price was due to enhanced government control over sugar importation which reduced the sugar glut situation in the

market. The 657o improvement in average net molasses price in ?( 2021was due to a higher demand.

Most companies have increased their branding levels for better margins and key supermarkets have followed by shifted towards in-

house branding thus lntensitying competition. The Company's branding level remalns lower than most competitors basically due to low

investment in branding. The Company intends to expand its sugar branding capacity to increase availability of branded packs in the

market and secure some shelf space ln tocal supermarkets going foruard'

QUfl..IYMANAGS,IB{I

Chemelil Sugar Company Llmited has maintained an effective Quali$ Management System (QMS) across all departments of the

Company. This is part of the strategic business decisions intended to lmprove and sustain the overall pcrformance of the Company's

business processes, products and services. The Company renewed its lS0 9001:2015 certification during the period under review

after a rigorous re-ceftification audit.

CORPORAIE SOCNL RESPONSIBI1fiY

During the year under review, the Company continued to play its role as a responsible corporate citizen with key focus on education,

health, sanitation and environment. Through sponsorship of Chemelil Sugar primary and secondary schools and by supp0rting a

number of other public schools within Chemelil zone, the Company continued to empower the population. All candidates who sat

KCSE at Chemelil Academy in 2020 attained universig entry grade. Chemelil Sugar primary candidates for the same year was ranked

the best in the zone and very highly in Kisumu County.

The Company operates a Health Centre that supports staff and the local community through provision of health care sewices,

preventive health campaigns, education and screening facilities. During the year under review, the Company extended water supply

from the solar powered borehole water supply system to the local community. This will be launched soon.

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

nucleus estate as well as for supply to farmers and the communlty in pursuit of 10% government tree cover policy. Tree seedling s were

supplied during the year under review.

HUMITN CAPITAL INVESTT,IEiIT

The Company,s HR stratery remains focused on building a strong unified team with excellent skills and the resilience necessary to

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

in the people enables us attract and retain a highly skilled workforce.
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Ihe year under review came soon after resumption of milling following a 12-month period of non-operation. Consequently, the

Company experienced quite some turnover of key skills resultlng from uncertainties sunounding the buslness then. The stratesl to

talent management is being revlewed to help cope effectively wlth the demand for top talent in the business. Commitment to

continuous training and development remains strong but despite financial constraints.

ln the unsettled period, reliance was placed on existing talents, enthusiasm, resllience and commitment of our employees who have

been at the heart of the Company's achievements so far. The Company's human resource continued to respond to the changing

business environment with zeal and resilience. Management ls proud of the commitment within the wotkforce and remains confident

that we wlll emerge once more from the downward trend experienced in the past years.

Ihe relati0nship between management and Unlon remained harmonious wlth usual consultations on the CBA and welfare matters. The

branch held elections dudng the second quarter as the tenure branch officials then expired. Consequently, a new office was elected

and has been ln office slnce then. With the CBA negotiated lor 20L7-L9 having expired, new CBA negotiations are expected anytime,

the delay has mainly been due to the obtaining industry business challenges.

LMGANON, DISPI.IIE RESOLIMON ATIID COMPI.IANCE

During the year, the Company continued to be vigilant to maintain compliance wlth laws legislated and government policy directives

issued at both natlonal and coung levels. The internal legal compliance environment has continuously been evaluated in order to

mitigate against any legal exposure in a timely manner.

The Company will continue to explore options available to ensure that operational disputes are mlnimlsed and that alternative dispute

resolutlon mechanlsms are embraced as a way of resolving most of the cunent and future litigations while ensuling that the lnterests of

all parties and stakeholdets are fairly taken lnto account.

INFORMANON AIID OOMMUNICANON TECHNOLOGY

The Company has used Sun System version 4.25 as lts main financials system without any upgrade since 1999. Durlng the year under

review, the Company upgraded its Sun system to version 6.4 whlch involved lmprovement of existing modules and introduction of new

ones. These lncluded purchasing module, inventory module, sales module and fixed assets module and involved significant

computerization/automation of erstwhlle manual processes.

Going forward, emphasis will be to finalize implementation of pending system or process improvements and better our return on

lnvestment (R0l) with beneflts realizatlon management by bullding user capacity and drlvlng utilization of the lCTs in order to realise

and sustain competitive advantage.

APPRECUINON

0n behalf of Management and staff, I wish to express my gratitude to all our stakeholders for their valued suppott over the period. Key

among them are cane farmers who have stood wlth us during these difficult times and have now redoubled their efforts ln cane farming.

t also wish to thank our sugar customers, materials suppllers and service providers, the Sugar Dlrectorate and Ministry of Agriculture,

Livestock and Cooperatives for their continued support. I take this opportunity to sincerely express my appreclation to the Board for

thelr valued f,uidance and oversight durlng the flnanclal year under review. Flnally, I thank the management and staff for thelr hard

commitmentto the Com pany.

Ag. MAItlltGlNG DIRECIOR
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GORPO RAIE GOIlmilAilCE STAIEIIIETIT

Corporate Governance is a key element contributing to Chemelil Sugar Company Limited Business success and sustenance. To this
end, the company has implemented the MwonSozo Code of Governance as the Corporate Govemance blue pdnt for State Ccrporations.

Ihe Boad of Dlmc{om

Chemelil Sugar Gompany's Board of Directors provide strateglc direction to the Company through overslght, review and guidance as

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

The Board is comprised of independent, non-executive Directors, including the Chalrman. The Directors are given appropriate and

timely information so that they can maintain full and effective contml over all strategic, financlal, operational and compllance lssues of
the Company. All the non-executive Dlrectors on the Board are independent of management and free from any business or other

relationship which could materially compromise the exercise of their independence.

The Board offers overslght and review matters related to their duties lncluding the Company's strategy, financial performance,

corporate governance, ensurlng sound maintenance of lnternal control systems and risk management.

Board Meetlngs

The Board of Directors meet quarterly in accordance wlth Board schedules as stipulated in the Mwongozo Code of Governance, in order

to monitor the Company's planned strategy and review of the financial performance. Speclfic reviews of management performance,

operational issues and future planning are also undertaken. The Board has a calendar for meetings and matten leserued for it. The

directors receive appropriate and timely reports to facilitate informed deliberations and decision making.

Boad Commlttees

Ihe Board has three standing committees with specific delegated authorities and terms of reference. These are Audit Committee,

Finance and Human Resource Commlttee and Strategy and Technical Committee. The Board Committees meet at least once on

quarterly basis. The respective commlttee Chairpersons present their reports to the full Board at the quarterly meetings. The details of

these committees and their membership are highlighted below; -

1. AudltCommltteo

Memben

Mr.Jacob Mananda
Mr. Kennedy 0dhlambo
Ms. Jacqueline Kiio
Mr. GabrielNyangweso

Ms. Christine Atieno
Mr. Kennedy Odhlambo
Mr. Davld 0siany
Mr. Mohammed Bulle
Mr. Gabriel Nyangreso

2. HumanResourceand FlnanceCommlttee

Membels

Chairman

Chalrman

Managing Director (A$

Role and Funcdons

The Commiftee meets quarterly or as maybe necessary. lt's responsibilities lnclude; the review of interim and full year financial

statements so as to ensure compliance wlth accounting standards and other disclosure requirements; the maintenance of the

Company's system of accounting and internal controls; llaison with the external auditors of the Company and putting into effect

their recommendations. The external auditors, intemal auditors and the Company management may be called to attend any

meetings of the Commlttee to clarify any issue as required by the Committee.

Managing Director (A$
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Role and Functlon

The Human Resources and Finance Commlttee meets quarterly and ls mandated to review financial performance and human

tesource policles of the company on a regular basis. tt also makes sultable recommendations to the Board on executive

management appolntments among other lssues.

3. S0ategand Tedlnlcal Gommlttse

Membens

Mr. David Osiany

Mr. Richard Alyabei

Ms. Christine Atieno

Ms. Jacqueline Kiio

Mr. Jacob Mananda
Mr. Gabriel Nyangweso

Chairman

Managing Dlrector (A$

Role and functon
The commlttee meets on need basls to revlew the operational and strategic issues such as cost management, diversification and

information technology needs of the company and make recommendations to the Board on sultable long'term strategies for the

company.

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

were held.

Communlcadon wtth Shamholdep

The Company ls committed to ensuring that shareholders and stakeholders are provided with full and timely lnformation about its

performance. This is usually done through the distributlon of the Company's Quarterly and Annual Reports to the National Treasury,

parliament and parent Ministry on quarterly and yearly basls. ln this regard, the Company complies with its obligations on good

corporate governance practices as contained in Mwongozo Code of Corporate Governance.

Boad Evaluatlon and Perbmanca

Ihe Board conducts an annual evaluation to assess its effectiveness ln discharglng its mandate. The process entails self-evaluation for

each director, evaluatlon of the Chairman of the Board on the overall Board intelactlons and conduct of business and the Chlef

Becutive 0fficer. This is facilitated by State Corporations Advisory Committee (SCAC).

Confllc{of lntercst

All Directors are required to inform the Board of any conflicts or potential conflict of interest they may have ln relatlon to pafticular

items of the business, ln which case they are requlred to absent themselves from the dellberations and decisions on those matters,

unless resolved thatthey remaln.

Mwongom Code of Govemance

The Company has irnptemented the Mwongozo Code of Govemance for State Corporations whlch was issued by the Presidency' The

compani hai re-aligned tts code of conduct to the Leadership and lntegrity Acl2o12. All the Directors, management and employees

are requlred to uphold.

Rlsk Management Repoft
Sectlon S.i 1a1 of ttre Mwongozo code of conduct requires that the Board ensure the development of a poliry on Rlsk Management. ln

compliance therefore, the Company ls developlng the Enterprlse Risk Management Framework and the Risk Reglster'

Management ls accountable to the Company for deslgning, implementing and monltoring the plocess of tisk management and

lntegriflng it lnto the day to-day activliles whlle the Board wlll be responslble for the adoptlon or upgtading of the rlsk management

plan. Risk management ls the prlmary responslbillty of line management.
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MAT{AGEME{T DISCUSSION AND AIII'IIYSIS

Operatonal and Flnanclal Pelfo manco

The Company returned a net loss before tax of Khs. 549 million basically because of inefficiencies of the factory which had run for 7

years without any major maintenance Nevertheless, this was a better pedormance compared to the previous year in which the

Company posted a restated net loss of Kshs.694 million. Despite the inefficient condition of the factory, the Company's improved

financialperformance duringthe year202O/2O21was underplnned by highervolume of cane mllled and the continuous 12-month

long period of production.

Cane availability improved ln 2020/2021because a lot had been conserued during the 12 months of 2019 that Chemelil Sugar

factory went without milling and the long rains of the years 2019 and 2020 supported cane growth. This is why cane supply was 3.4
times the previous year and highest in 7 years. Secondly, unlike the previous 7 yearc when lack of cane forced the Company out of

milling operations for between 5-7 months of each financial year, operations were sustalned in all the 12 months of lhe 2020/2021
FY. The longer run created a positive effect on factory operating efficiency thus attaining a better conversion ratio of 14.75 (2020-

15.94) tons of cane per ton of sugar.

0perations were also supported by stringent cashflow management. Accurate cane weighment and consistent weekly payments that

ensured a credit period of only 2-3 weeks motivated farmen to prefer Chemelll Sugar as the destination for their cane. The Company

also negotiated supply and payment schedules wlth most key suppliers and creditors which ensured that their outstanding accou nts

were settled in bits alongside new deliveries.

As a direct consequence of February 2021 mini maintenance that preceded resumption of milling operations, the first and second

quarters exhibited good productlon performance. Milling efficiency was optimlsed till it peaked at a conversion ratio of t2.73 in
September 2021. Factory breakdowns set in during the third and fourth quarters leading to loss of productlon time and reduced sugar

recovery with conversion ratio deteriorated to 19.26 inMay 2021,.

Key Pmrscts or lnvesfrnenb Dedslons

One of the key projects during the year was "the sun system upgrade project" in which the Company upgraded its main financial

accountlngsystemfromsunsystemversion4.25toversion6.4, Theprojectlnvolvedcomputerizationofkeyprocesseslikepurchasing,

inventory management, sales order fulfilment and fixed assets reglster. Ihe project impacted on accounting plocedures, transaction

coding and reports generation.

The other project during the year was extension of the solar powered borehole water supply system for Chemelil Academy for access by

thelocalcommunity. ThisprojectwasnecessaryasaCSRopportunitytoimpactthesocie$directly.

Compllance wltr StaEtory Requlmments

As an lS0 certified Company, compliance with statutory and regulatory requlrements form part of our routine concerns forwhich regular

management vigilance applies. these include but not limited to annual manufacturing license, business licenses, occupational safety

requirements, environmental compliance and statutory taxes. ln exceptional circumstances where the Company falls behind in

statutory payments, the Company engages actlvely with the relevant authority with the aim of establishlng the most effective remedial

arrangement that ls acceptable within the regutator's legal provisions.

The existing statutory obligations ln which payments have fallen in anears include the following:

lnfilUUon/DectlpUon
Tax payable to KRA

National social securig fund
National hospital insurance fund
Pension contributlons
Cess payableto Klsumu and Nandi counties

Total

PrlndpalAmount ln arean (lGhs.M)

2,234
19

27
133

54

2AO7

Comment
Settling at Kshs.20m monthly

Settllng at Kshs.0.8m monthly

Settling at Kshs 0.8m monthly

Suspended further deductions
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Malor Rlsls faclng the Company

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

No Rlsk Llkellhood lmpact Risk

raUnE

Risk Response

t. Sugarcane shortaEe 5 5 25 Timely cane payments, NE cane development

2. Factory breakdown 5 4 20 Strateglc on-the-run maintenance

3. Solvencv/detrimental credltor actlons 3 5 15 Strateglc engagements, payment schedu les

4. Adverse market prlce fluctuatlon 5 2 10 Weekly surueys and reviews

5. I nd ustrlal lnsta bll ity 3 4 t2 Regular consultatlons, JIC Arbitratlon
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GoRP0RAIE SoClAt RESPoNSIBI1flY STAIEI,|RII/SUSIA|]WII,IY RP0RnNG

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

managing and improving the social, environmental and economic lmpacts of lts day-to-day operations, there ls opportunity to increase

publicconfidence and satisfaction, reduce,/prevent negative impacts on the environment. Accordingly, the Company takes deliberate

measures to serve the communlg and uplift their standard of living. The buslness model strives to ensure that the retunt on investment

is shared with stakeholders to the possible extent.

ln the 2020/2021 Financial year, the Company undertook various Corporate Social ResponsibiliU (CSR) programs by offering the

following:
. Sponsorshipofschools
o Hosting and making donations to schools, orphanages and churches.

. Supportinf, community projects

o Donation of tree seedlinSs for environmental conservation

Health
Thehealthofthecommunityandfarmerswithinchemelllsugarzoneisamatterof crucialimportancetoCSCL. TheCompanyhas

engaged staff and the communlty in a number of activitles that will work towards a healthy population. The Company has nurtu red a

working paftnership with local NGOs, CB0s and staff to help the communi$ cope with health-related challenges.

As part of its Corporate Social Responsibility program, the Company operates a Health Centre that provides health care seruices,

preventive health campaigns and health education and screening facilities to employees and the local community. The health facility

extends lts services to the surrounding community through provislon of health services such as:-

. Comprehensive Care Centre (CCC)

r Voluntary Male Circumcision (VMC)

o MaternalChild Health Care (MCH)

o Family Planning (FP)

o Consultatlon
o Referral

. Nursing care
r Laboratory Diagnosis

. Drug dispensing

. Prevention and Management of HIV/AIDS

Educaton
Education continues to be a vital component of the lifeline of the community in whlch CSCL operates. The Company has an elaborate

schoot education programme with an annual budget of approximately Kshs.70 million.

The Company runs two schools (Chemelil Sugar Academy and Sugar Primary School) and hosts two other public pdmary schools

(Factory and Chemelil B1 primary School). During the year under review, the Company contributed materials towards construction of

one more classroom ln Chemelil 81 primary school. The additional classroom reduced overcrowding which improves quality of

education as well as increase accessibility to education.

Spofts
The Company sponsors a Football Club which partlcipated in the natlonal Kenyan Premier League (KPL) until August 2020 when lt was

relegated. The Club suppons local talent and provides sportlng entertainment both at national and grassroot level. Ihe Company also

runs a stadium which ls available on request for local schools for thetr sporting activities and events.

Water and santtaUon

The Company supplies clean water for domestic use to the housing estates where its staff and other tenants live' Llfe would be

unbearable in the living quarters if there was no reliable water supply. Basically, the Company harvests underground by use of

boreholes which is pumped to overhead tanks for distrlbution to the estate'

During the year under review, the Company extended a solar powered borehole water supply system lnstalled at Chemelil Academy tp

the local community.Ihis an opportunity to impact on the soclety thlough CSR.
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REPORTOFIHEDIRECTORS

Ihe Directors submit their report together with the audited financial statements for the year ended June 30, 2021 which show the state
of the Company's affalrs.

Pdndpal acdvltes

The principal activities of the company continue to be manufacturing and marketing of sugar and co-products from sugarcane and
establishment of sugarcane plantatlons.

Results

The results of the entig forthe year ended June 30, 2021are set out on page 1. Below is summary of the profit or loss made during the
year.

Loss before tax
Tax

Loss for the year

2A21
Kshs

(549,280,577)

(549,280,5771

Rostatod
2020
lGhs

(694,566,050)

(694,566,050)

DMdends

Ihe dlrectors do not recommend the declaratlon of a dividend forthe year 2021, (2020 Shs-Nil).

D|lgc'tolB

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

lndependentAudlbr

the Auditor General is responslble for the statutory audlt of the Company in accordance with Article 229 ol the Constitutlon of Kenya

and the Publlc Audit Act 2015.

ByOderof the Boad

.2021
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I

SIATEIIIE{T OF DIRESTORS' RESPONSIBILMES

Ihe Companies Act (Cap. 486), Section 81 of the Public Finance Management A cl, 20L2 and (section 14 of the State Corporations Ac

require the directors to prepare financial statements which glve a true and fair view of the state of affairs of the company as at the end of

the financial year and of the operating results for that year. lt also requires the directors to ensure the Company maintains proper

accounting records whlch disclose, with reasonable accuracy, the financial position of the company. They are also responsible for

safeguarding the assets of the company.

The Directors are responsible for the preparation and presentation of the Company's financial statements, which give a true and fair view

of the state of affalrs of the Company for and as at the end of the financial year ended on June 30,2021..Ih|s responslbili$ includes: (i)

maintaining adequate financial management anangements and ensuring that these continue to be effective throughout the repofting

period; (ii) malntaining proper accounting records, which disclose with reasonable accuracy at any time the financial position of the

entity; (iii) designing, lmplementing and maintaining intemal controls relevantto the preparatlon and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of

the Company; (v) selecting and applying appropriate accounting policies; and (vi) making accounting estimates that are reasonable in

the clrcumstances.

The directors accept responsibilig for the annual financlal statements, which have been prepared using appropriate accounting policies

supported by reasonable and prudent judgements and estimates, consistent with previous years and in conformity with'lntentational

Financial Reporting Standards and the requirements of the Kenyan Companies Act (Cap 486). The directors are of the opinion that the

financlal statements give a true and fairview ofthe state ofthe financial atfairs ofthe company and of its operating results forthe year

then ended. The directors further confirm the accuracy and completeness of the accounting records maintained by the company which

have been relied upon ln the preparation of the financial statements, as well as on the adequacy of the system of internal controls.

The Directors accept responsibility for the Company's annual flnancial statements, which have been prepared using appropriate

accounting policies supported by reasonable and prudent judgements and estimates, in conformity with lnternational Financial

Reporting Standards (IFRS), and in the manner required by the Kenyan Companies Act (Cap 486), the PFM Act, 2012 and the State

Corporations Act. The Directors are of the opinion that the Company's annual financial statements give a true and fair vlew of the

Company's transactions during the financial year ended June 30, 2021, and of the Company's financial position as at that date. The

Directors further confirm the completeness of the accounting records maintained for the Company, which have been relied upon in the

preparation of the Company's annual financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the directon to indicate that the Company will not remain a going concern for at least the next

twelve months from the date of this statement.

Approved by the board of directors on 2021. and signed on its behalf by:

DIRECTOR
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NAIROBI

REPORT OF THE AUDITOR.GENERAL ON CHEMELIL SUGAR COMPANY LIMITED
FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

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

An unmodified opinion does not necessarily mean'that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Chemelil Sugar Company
Limited set out on pages 1 to 41, which comprise of the statement of financia! position as
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at 30 June, 2021, statement of comprehensive income, statement of changes in equity,
statement of cash flows and statement of comparison of budget and actual amounts for
the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act,2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Chemelil Sugar Company Limited as at
30 June, 2021, and of its financial performance and its cash flows for the yearthen ended,
in accordance with lnternational Financial Reporting Standards and comply with the
Public Finance Management Act, 2012 and the Companies Act, 2015.

Basis for Qualified Opinion

1. Failure to disclose Material Uncertainty Related to Going Concern

The statement of comprehensive income indicates that during the year under review, the
Company incurred an operating loss of Kshs.549,280,557 which raised its accumulated
losses from Kshs.7,719,520 atthe close of the previous yearto Kshs.Kshs.8,295,955,399
as at 30 June, 2021. The current liabilities totalled to Kshs.5,580,303,576 against current
assets balance of Kshs.549,397,068 resulting to a negative working capital of
Kshs.5,030,906,508.

This material uncertainty in relation to going concern and mitigating measures to reverse
the undesirable precarious financial position have not been disclosed in the financial
statements.

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

2. Unreconciled Variances between the Financial Statements and the Ledger

Review of the financial statements for the year ended 30 June, 2021 reflected
comparative balances which differs with the audited balances for the financial year
2019t2020.

Further, the balances for various account items differs with the ledger balances provided
for audit.

ln the circumstances, the accuracy and completeness of the amounts and balances
reflected in the financial statements could not be confirmed.

Report of the Auditor-General on Chemelil Sugar Company Limitedfor the year ended 30 June, 202 I
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3. Property, Plant and Equipment Unsupported Depreciation

The statement of comprehensive income reflects administration expenses amount of
Kshs.502,885,881 which, as disclosed in Note 13(a) to the financial statements, includes
depreciation amount of Kshs.38,308,693. However, Note 19 to the financial statements
on property, plant and equipment schedule reflects an amount of Kshs.154,804,063
resulting to unexplained variance of Kshs.116,495,370.

ln the circumstances, the accuracy and completeness of the depreciation charge of
Kshs.38,308,693 could not be confirmed.

4. Unsupported Bad and Doubtful Debts

The statement of comprehensive income reflects administrative costs of
Kshs.502,885,881 which, as disclosed in Note 13(a) to the financial statements, includes
bad and doubtful debts amount of Kshs.21,017,688. Although Management explained the
amount to be provisions made against long outstanding debtors whose collectability was
considered doubtful, no ageing analyses indicating the details of the long outstanding
debtors and the corresponding provisions for doubtful debts were provided for audit
review.

In the circumstances, the accuracy and completeness of the bad and doubtful debts
amount of Kshs.21,017,688 could not be confirmed.

5. Unsupported Adjustments of Revenue

The statement of comprehensive income reflects revenue amount of Kshs.2,214,173,235
as disclosed in Note 6 to the financial statements. However, the schedules supporting the
revenue included adjustments amounting to Kshs.19,918,870 which have not been
supported with approved journal vouchers.

ln the circumstances, the accuracy and completeness of revenue amounting to
Kshs.2,14 ,173,235 could not be confirmed.

6. Omission of Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.5,165,953,325 which, as disclosed in Note 19 to the financial statements, includes
additions during the year amount of Kshs.37,536,098. However, review of documents
relating to assets acquired during the year revealed that assets worth Kshs.6,310,429
were omitted from the property plant and equipment schedule and thereby understating
the value of the assets.

In the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.37,536,098 could not be confirmed.

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 I
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7. Non-disclosure of lntangible Assets

The statement of financial position reflects a balance of Kshs.5,165,953,325 in respect of
property, plant and equipment as disclosed in Note 19 to the financial statements. lt was
noted that the company contracted a local company for an upgrade of the Enterprise
Resource Planning (ERP) System at a total cost of Kshs. 4,439,608. However, the
software upgrade expenses, and the related amortization costs were not reported in the
financial statements as required under paragraph 118 of the lnternational Accounting
Standards (lAS) 38.

!n the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.5,165,953,325 could not be confirmed.

8. UnsupportedBalances

8.1 Cane Development Loans

The statement of financial position as disclosed in Note 23 (d) to the financial statements
reflects a balance of Kshs.429,249,319 in respect of cane development loans to farmers.
However, the supporting schedules provided for audit reflected a balance of
Kshs.433, 330,703 resulting to unexplained variance of Kshs.4,273,799.

ln the circumstances, the accuracy and completeness of cane development loans to
farmers balance of Kshs.429,249,319 could not be confirmed.

8.2 Tax Recoverable

As disclosed in Note 24 to the financial statements, the statement of financial position
reflects a balance of Kshs.15,183,641 in respect of tax recoverable which includes
instalment tax paid, withholding tax on interest income and advance tax on commercial
vehicles. However, the supporting documents or analysis for the balances were not
provided for audit review.

ln the circumstances, the accuracy and completeness of tax recoverable balances of
Kshs.15,183,641 could not be confirmed.

9. lrregular Offsetting of Bank Balances

The statement of financial position reflects an overdraft bank balance of Kshs.52,638,719
which, as disclosed in Note 26 to the financial statements, includes a negative bank
balance of Kshs.53,632,583. Management attributed the aggregated negative cash and
bank balance to an overdraft of Kshs.85,161,657 in KCB Kisumu Project 2 account as
reflected in Note 26(a)to the financial statements. This treatment is contrary to Paragraph
32 of !FRS 1 which states that an entity shall not offset assets and liabilities or income
and expenses, unless required or permitted by an IFRS.
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Consequently, the accuracy and completeness of the cash and bank balance of
Kshs.52,638,719 could not be confirmed.

10. Long Outstanding Borrowings

The statement of financial position reflects a balance of Kshs.3,646,614,091 in respect of
borrowings which, as disclosed in Note 31 to the financial statements, includes
Kshs.2,626,916,872 in principal amount and Kshs.1 ,019,697 ,219 in outstanding interest.
Examination of documents provided for audit revealed that the balance related to loans
advanced by the Commodities Fund under the Sugar Development Fund and the State
Department of Crop Development and which were long overdue with no repayments
during the year under review. Further, Management did not provide loan agreements for
outstanding loans totalling to Kshs.426,476,000 disbursed between June and November
2006.

ln the circumstances, the accuracy, completeness, and servicing of the borrowings
amounting to Kshs.3,646,614,091 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Chemelil Sugar Company Management in
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. I believe that the audit
evidence ! have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

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 a comparable basis of Kshs.3,386,021,300 and Kshs.2,259,890,281
respectively resulting to an under-funding of Kshs.1,126,131,019 or 33% of the budget.
Similarly, the Company expended Kshs.2,809,170,856 against an approved budget of
Kshs.3,359,488,331 resulting to an under-expenditure of Kshs.550,317,475 or 160/o of the
budget.

The underfunding and underperformance affected the planned activities and may have
impacted negatively on service delivery to the public.

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 I
5



a

Other lnformation

The Directors and Management are responsible for the other information, which
comprises The Chairman's Report, Directors' Report, the Statement of Corporate
Governance, Management Discussions and Responsibilities, Statement of Corporate
Social Responsibility and the Statement of Directors' Responsibilities. The other
information does not include the financial statements and my auditor's report thereon.

My opinion on the financial statements does not cover the other information and I do not
express any form of assurance or conclusion thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit 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 lavufully and in an effective way.

Basis for Conclusion

1. Late Submission of Financial Statements

During the year under review, Management of Chemelil Sugar Company submitted the
financial statements to the Auditor-General on 29 October, 2021 , one (1) month after the
statutory deadline of 30 September 2021 contrary to Section 47 (1) of the Public Audit Act,
2015 which requires that financial statements should be submitted to the Auditor-General
within three months after the end of the fiscal year to which the accounts relate.

ln the circumstances, Management was in breach of the law

2. Non-Compliance to the Prescribed Format

The financial statements presented did not comply with the format prescribed by the
lnternational Financial Reporting Framework as they did not include the statement of
changes in equity as well as the statements on follow up of auditor recommendations.

ln the circumstances, the financial statements do not comply with the financial reporting
guidelines.

Report of the Auditor-General on Chemelil Sugar Comparry Limitedfor the year ended 30 June, 202 I
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3. Non-compliance with Public Procurement and Assets Disposals Act, 2015 and
Regulations, 2020.

The statement of comprehensive income reflects cost of sales of Kshs.2,217,841,934
which includes Kshs.2,094,180 paid to a merchant for the supply of various items. lt was
however noted that these expenses were incurred through direct procurement contrary
to Regulation 90(1)(a) and (b) of the Public Procurement and Asset Disposal Regulations,
2020 which requires the procuring entity to record the reasons upon which it decides that
the relevant condition set out in Section 103 of the Public Procurement and Disposals
Act, 2015 has been satisfied and that the accounting officer to, within fourteen days after
the notification of the award of the contract, report any direct procurement of a value
exceeding five hundred thousand shillings to the Authority in a format provided by the
Authority.

ln the circumstances, Management was in breach of the law

4. lrregular Management of Contract

During the year under review, the Company engaged a supplier for the supply and
delivery of 50kgs sugar bags and sewing thread at Kshs.44.51 per piece which was based
on a contract signed between the supplier and the Company on 28 February,2019. The
supplier had been issued with a notification of award on 28 February, 2020 being renewal
of the existing contract for a period of one (1) year under the same terms of engagement.
However, review of payment records revealed that the firm was paid an amount of
Kshs.18,31 1,228 before making deliveries contrary to the terms of the contract clause 3.1
which states that payments shall be made after delivery and upon acceptance of the
goods. Further, it was noted that the firm adjusted the price upwards per piece to
Kshs.46.20 effective 1 March, 2021. Although Management explained that the price of
Kshs.46.20 was effected after retendering for the packaging materials, no documentary
evidence was provided to support the explanation.

ln the circumstances, the regularity and value for money for the expenditure of
Kshs.18,311 ,228 could not be confirmed.

5. Non-compliance with the Human Resource Policies

Review of the organization structure of the Company revealed that, key Management
positions including the Managing Director were on an acting capacity since May 2017.
Further, thirtythree (33) staff members had been appointed in an acting capacity to
various positions within the company for a period of more than six (6) months. This is
contrary to the Human Resource Policies and Procedures Manual Section C(14X1) which
states that acting allowance will not be payable to an officer for more than six (6) months.

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

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 I
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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, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

1. Lack of Functional Board of Directors

Review of the Governance structure revealed that the Company operated without a Board
of Directors since the term of the previous Board ended on 16 July, 2020. ln the
circumstances, the Company was unable to constitute Board Sub-committees such as
the Audit Committee, Human Resource and Finance Committee and Strategy and
Technical Committee to provide oversight to the Management's activities in line with good
corporate governance practices. Further, the Chairman's report, Board of Directors and
Statement of Directors' Responsibilities were signed by the Ag. Managing Director on
behalf of the Chairman. In addition, the Statement of Directors, Responsibilities indicates
that the financial statements were approved on 21 September,2021.

ln the circumstances, the Company's governance duties and arrangements could not be
confirmed.

2. Lack of Effective lnternal Audit Function and an Audit Committee

Review of the 202012021 work plan revealed that the lnternal Audit did not have an
approved work plan. Further, the lnternal Audit had targeted to audit twenty-four (24) audit
areas but covered only staff costs for contracted employees. lt is not clear whether a draft
report of 24 September,2020, prepared by the internal audit department was presented
to the Management for implementation of its recommendations. Further, the appointment
of all the Audit Committee Members lapsed on 22 July, 2020 and hence the Company
operated without an audit committee during the year under review contrary to Section B
of the Mwongozo Code of Governance for State Corporations Guidelines. Mwongozo
Code of Governance for State Corporations Guidelines Section D 11 which states that an

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 I
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organization must establish an Audit Committee in addition to a maximum of three other
committees.

ln the absence of a proper functioning internal audit unit and an established audit
committee of the board, the Company did not benefit from the assurance and advisory
services from the internal audit function as well as oversight from the Audit Committee.

3. Debt Management

The statement of financial position reflects trade and other receivables balance of
Kshs.331 ,332,526 which, as disclosed in Note 23 (b) to the financial statements. The
amount includes trade receivables balance of Kshs.57,161,868 out of which receivables
amounting to Kshs.47,455,411 or 83% were more than 120 days old which casts doubt
on the effectiveness of the debt management in the Company.

ln the circumstances, the existence of an effective debt management mechanism could
not be established.

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

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

i. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

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

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

Responsibilities of Management and Board of Directors

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

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 I
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ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

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

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

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

Auditor-General's Responsibilities for the Audit

The 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
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 overall governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 201 5 and submit

Report of the Auditor-General on Chemelil Sugar Company Limited for the year ended 30 June, 202 I
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the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls 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 controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

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

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
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease being a going concern.

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

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

o Perform such other procedures as I consider necessary in the circumstances.

o

a

o

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

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

CPA , CBS
AUDITOR.GENERAL

Nairobi

23 September,2022
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Chemelll Sugtr Company llmtted

Annual Repolb and Flnanclal Statements
For fi e year ended June 30, 202L

STAIEilIRIT OF COMPREIE{SIIIE INCOME H}RIHEIEAR E{DED 30 JUT{E 2021

RET'EIUEt
Revenue

Cost ofsales

GmssprofrV(oss)

Falrvalue galn on blologlcal assets

6
7

2,2L4,L73,235
2,2L7,841,934

t3,668,699)

38,569,783

518,630
12,803,416
(6,174,775)

7,147,272

10,442,772
502,885,881

78,000,260

(51.s2)

(51.e2)

545,542,878
930,081,546

(384,5:18,660

90,790,785

74,541,179
3,015,723

10,100,405
(2,135,094)

85,622,2L3

8,967,298
440,181,335

37,191,750

(65.65)

(6s.65)

8

OIHERINOOME
Grants from the Natlonal Govemment
lnterest income
Other lncome
Other gqlns/(losses)

Tota!

OPERANNGME{SES
Selllng and dlstrlbutlon expenses
Admlnlstratlve expenses
Flnance Costs

Total

PRo Flrl(ros$ BEFoRE TAXAnoN

[,rcoMETAXmilSVGREDr)

PRoFr/GoSS) AFIm TnmIoN

OIHR COMPREI E{S]I'E I]{GOME
Fair value througft comprehenslve lncome
Surplus or deflclt on revaluation of PPE

MTAL OOMPRE{B{SII'E INCOUE MR IHEYEAR

Earnlng,/(Loss) per share - baslc and dlluted

TotalComprehenslve Eamlng/(Loss) pershare - basic and diluted

Divldend pershare

591,328,913 486,340,38:l

(549,280,55A (804,586,052)

(549,280,557' (604566,052)

(549,280,550 (894586,052)

9
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1.t
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t2
13
1,4

15
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Chemelil Sugar Company Ltd

Annual Reports and Financial Statements
For the year ended June 30.2019

STAIH/IE{T OF FIN'II{CUIL POSMOil AS AT 30

ASSEXS

Non-GumntAssS

Property, plant and equlpment
lntangible assets
BiologicalAssets

Staff receivables due after one year

19

20
2t

23(c)

0

0

TotalNon-Cunent&ssb
CurontAss&
lnventorles
Trade and other receivables
Tax recoverable
Bank and cash balances

Total CumntAssets

TOTAIASSETS

EQUTTYAI|D llABttmEti
Gaplhland RcsorYts
0rdlnary share capltal
Revaluation reserue

Retained earnings
Gapltaland Rsorues

Non{rmnt llablltfles
Eorrowings
Deferred tax liability

Total Non-Curont Uablll0es

CumntUablllfles
Borrowings
Deferred lncome
Trade and other payables

Retirement benefit obllgatlons
Provlsion for leave pay

Divldends payable

Total Curont Uabllldes

roTAt EQUITY AI{D ]IABImES

ThefinancialstatementswereapprovedbytheBoardon-
Dlroctor Generav C.LO / M.D Head ofFlnanco

AOCAM/NO:

23(a)
22

24
26

27
28
29

31
36

5,165,953,325
0

41,747,720

0

5,207,701,045

255,519,621
331,332,526

15,183,641
(52,638,719)

549,397,068

5,757,098,113

2!7,59L,620
4,614,544,226

(8,295,955,399)
(3,499,919,55:l)

3,646,614,091
x)0(

3,64e,614,091

0
L24,549,312

5,219,183,006
206,142,460

20,729,01,1,
g,6gg,7g7

5,580,303,576

5,757,098,113

2021and slgned on its behalf by:

Ghalman of tto Boad

5,289,389,102

100,388,039

5,389,777,141

200,585,371
214,613,368

15,183,641
12,062,510

442.444,890

5,&12,22,2,@l

211,591,620
4,674,544,226

(7,746,674,84L1
(2,920,5:18,995)

3,568,613,831
)fix

3,588,613,8:11

14,728,684
99,882,408

4,796,031,880
242,482,329

27,922,L08
9,699,787

5,184,147,196

5,832,2U2,032

31
32
33
34
35
36
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Chemelll Sugar Gompany Umlted

Annual Repoils and Flnandal Statements
For the year ended June 30, 2O2t

STAIE}IRIT OF CASH ROWS FOR IHEIEAR E{DE) 30 JUNEaO2I

CASH RO1TS FROM OPMAI|ilGACIMNES

Cash genenbd fmm/(used ln) opordons

lnterest recefued

!nterest paid

Dividends paid

Taxation paid

Net cash generabd liom/(used ln) opetdng ac{t ldos

CASH ROTTIi FROM II{I'ESNI{G ACTMNES

Purchase of property, plant and equlpment
Proceeds from disposal of propefi, plant and equipment
Purchase of lntanglble assets

Nst cash gcnorated @/(usod ln) lnrsdn8l acftlUes

C{SH FIOIUS FROM FIN'INCING ACIMTIES

Proceeds from bonowings
Repayment of bonowlngs

l{et cash generabd liom/(used ln) financlng adtelflos

TNGREASVpECREASq IN CASH AirD CASH EQUIVilE{nl

cAsH Ar{D CASH E0UTVAI.E{IS AT BEGINNING oFYEAR

Effects of forelgn exchanges rate fluctuatlons

cAsH At{D CaSH EQUrVAtft{tS AT RID oFTHEYEAR

37(a) (13,038,447)

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

24

(13,036,444

(37,536,098)
0
0

31
31

(04,701,229)

12,o6i2,510

0

37O (52,638,719)

(19,541,300)

0
(14,128,684) (14,982,2231

(14128,684) (l4,g82,z2gl

0
0
0
0

19,917,757

19,364269

(19,541,366)
0
0

(15,169,321)

27,29L,80

0

12,062,510

0

,488)
0

0
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19

20

(37,536,098)
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Chemelll Sugar Company llmlted

Annual RepoG and Flnanclal Statements
Forthe year ended June 30,242L

NOIES m ilE RNltt{ClAt SIAIEu Smi

1. GE{RIIIINFORMANON

Chemelil Sugar Company is established by and derives its authori$ and accountability from Corporations Act and Companies Act

(Cap 486). The Company is wholly owned by the Government of Kenya and is domiciled ln Kenya. The entlty's principal activities are

manufacture and marketing of sugar from sugarcane and establishment of sugarcane plantations.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement of financlal posltion and the profit

and loss account by the statement of profit or loss and other comprehensive income in these flnancial statements

2. STAIE,ETIT OF COMPIIATIICE AT{D BASIS OF PREPABMON

The financial statements have been prepared on a historical cost basis except for the measurement at re-valued amounts of certain

Items of property, ptant and equlpment, marketable securities and financial instruments at fair value, lmpaired assets at thelr

estimated recoverable amounts and actuarially determined liabilities at their present value. The preparation of financial statements

in conformity with lntemational Financial Reporting Standards (IFRS) allows the use of estlmates and assumptions. lt also requires

management to exerclse Judgement in the process of applying the entity's accounting policies. The areas involvlng a higher degree of

Judgement or complexity, or where assumptions and estimates are significant to the financial statements, are disclosed in Note 5.

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

Company.

The financial statements have been prepared ln accordance with the PFM Act, the State Corporations Act and lnternational Financial

Reporting Standards (IFRS). The accountlng policies adopted have been consistently applied to all the years presented.

3. AppltcAnoN oFt{EwAND REytsED INIERNAnONAIFINIINCIAL REPORnNG SIAi{DARDS 0FRS)

l) Relevant new stsndads and amendments to publlshed standards effectve brtheyearended 30 June 2021

AmendmcnbtulRS rSiltsd'@vld-79-frelabdRentbnuslonsbeyondS0lune202T'(lssadln MaN2020)

The amendments, applicable to annual periods beginning on or after 1 April 2021, that extends, by one year, the May 2020

amendment that provldes lessees with an exemption from assessing whether a C0VID-19-related rent concession is a lease

modificatlon.

Amendmeng b 1FRS 9, IAS 3q tlRS 4 and IRS fi frild "lnbnst Rate Bnilne* Refom - Pfias 2'(Isaad ln Augltst

2020)

The amendments, applicable to annual periods beginning on or after 1 January 2021, with amendments that address issues

that mlflht affect financial reponing after the reform of an lnterest rate benchmark, lncluding its replacement with altemative

benchmark rates.
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Chemelll SugAr Company Umfted

Annual RepoG and Flnanclal Statemenb
- Forthe year ended June 30. 2021.

NOIES T0 IHE FlllANCUtt STAIEIIE{IIi (Contnued)

3. APPUCAnON oF I{EWAND REVISED tt{IERNATtoNAt FlNllNGlA[ REPoRIING STANDARDS 0FRS) (Gonunued)

lD New and amendod s&ndads and tnbryrctilons ln lssus but notyst sfhc{fve !n tlreytar ended 3OJune 2021

Amendmenb b US t ttiled Claslflcatlon of llablltilx as Afiret t or llonqtmil (lssacd ln tan 20t!0) The amendments,

appllcable to annual periods beginnlng on or after l January 2023,' provlding a more general approach to the classification of

llabllltles under IAS 1 based on the contractual anangements in place at the reporting date.

Amendmenb to tAS ,2 Wed 'Dofenil Tax nlaW tu lLsetr and llabllliles ailslngfion a Slnglc Tnnsdon (lssuod ln May

2021)The amendments, applicable to annual periods beginnlng on orafter l January 2023, 'thatclarify how companies

account for deferred tax on transactions such as leases and decommlssloning obllgatlons.

Amendmenb b tm9 fi frilod ,Amendmenb b IRS 17' (Lssad ln lane 2020)The amendments, applicable to annual periods

beginning on or after 1 January 2023,'to address concems and implementation challenges that were identified after IFRS 17

' lnsurance Contracts'.

Amandmenb b tAS I ililed 'Dtsdosan of Awunilng Pollds' (ksaed ln hbruary 2021) The amendments, applicable to

annual periods beginning on or after ! )anuary 2023, 'with amendments that are intended to help preparers in declding which

accountlng policles to disclose in their financlal statements '.

Anendneng b Ut I ilild 'Dellnlflon of Awanilng EsilnaW' (Issud ln fobnary 2El) The amendments, applicable to

annual perlods beglnnlng on or after 1 January 2023, 'to help entitles to distlngulsh between accounting policles and

accounting estimates.

Ancndmenb b tRS 17 ilttd "lnsilan@ Confrab' (lssued ln llay 2017)Ihe amendments, applicable to annual periods

beglnnlng on or after t )anuary 2023.

Anendmenb b US 10 tflsd ' 'Prupert, Plant and Eqatpnent - koueds behn lnbndd tl*' (Bucd ln tubmary 2020)The

amendments, applicable to annual periods beglnnlng on or after 1 January 2022,'rcgarding proceeds from selling items

produced while bdnging an asset into the locaUon and condition necessary for it to be capable of operatlng in the manner

lntended by management'.

Annuat lmpmwmenE qde tliled 'Annual lmpmrcmcnb b IRS S"bndards 2018-2A0' fisad ln llay 2020)'lhe
amendments, applicable to annuat periods beginning on or after l January 2022.Ihe pronouncement contains amendments to

four tntematlonal Financial Reporting Standards (lFRSs) as result of the IASB's annual improvements proJect.

Amendmcnt b AS 37 t!iled "Onemus funta& - Cost of Fltllllllng a Contact (lssacd ln tlay 2020) The amendments,

appllcable to annuat periods beginning on or after 1 January 2022, amendlng the standard regarding costs a company should

include as the cost of fulfilling a contract when assessing whether a contract is onerous '.

Ancndmcnb b tfns 3 dild ' Rehruta to the @nupfrtal Fnneroil( (Isud ln tlay2M0)The amendments, appllcable to

annual perlods beglnnlng on or after 1 January 2022,with amendments to IFRS 3'Business Comblnations' that update an

outdated reference in IFRS 3 without significantly changlng its requirements 
"

Ihe Directors do not plan to apply any of the above untll they become effective. Based on thelr assessment of the potential

lmpact of application of the above, they do not expect that there will be a slgnlficant impact on the company's financial

statements.
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Chemelll Sugar Company Llmtted

Annual Repofts and Flnanclal Statements
Fortheyearended June 30, 2021

NOIES I0 ItlE FINAiICIAL SIAIEIE{IS (ConUnued}

3. APPUCAIION OF NEW AND REVISED INIERNANONAL FINANCIAL REPORMNG STAIiIDARDS (IFRS) (GontInueo

lmpad of standads and lnbpntatlon:

The directorc anticipate that the adoption of new Standards, Amendments and lnterpretations resultlng from the lnternational

Accounting Standards Board (IASB)'s improvements to IFRS listed above will have no material impact on the financial

statements of the company and will be adopted as need arises according to the existing policies and strategies. The IASB's

annual improvements plocess deals with non-urgent, mlnor amendments to standards.

llD Eafiadopton of standads

The entity did not early - adopt any new or amended standards ln year 2027

4. SUMMARY OFSTGNIFICANTACCOUNNilG POLICIES

The prlnciple accounting policies adopted in the preparation ofthese financial statements are setout below:

a) Revenuerccognlton
Revenue ls reco(nised to the extent that it ls probable that future economic benefits will flow to the Company and the revenue

can be reliably measured. Revenue is recognised at the falr value of consideration received or expected to be received in the

ordinary course of the Company's activities, net of value-added tax (VAT), where applicable, and when specific criteria have been

met for each of the Company 3 activities as descrlbed below.

Revenue from the sale of goods and seMces is recognlsed ln the year ln which the Company delivers products to the

customer, the customer has accepted the products and collectabllig ofthe related receivables ls reasonably assured.

Granb fiom NaUonal Gmmment are recognlsed in the year ln which the Company actually receives such grants.

Recunent grants are recognized in the statement of comprehensive lncome. Development/capital grants are recof,nized

ln the statement of financial position and realised ln the statement of comprehensive income over the useful llfe of the

assets that has been acquired using such funds.

Flnance lncome comprises lnterest receivable from bank deposits and loans given to farmers for sugarcane development

and is recognised in profit or loss on a time proportion basis using the effective lnterest rate method.

Rentol lncome is recognised in the lncome statement as it accrues uslng the effective lease/tenancy agreements.

Otter lncome is recognised as it accrues.

b) ln-ldndcontlbutlons

ln-kind contrlbutions are donations that are made to the Company ln the form of actual goods and/or services rather than in

money or cash terms. These donations may include vehicles, equlpment or personnel services. Where the financial value

received for in-kind contrlbutions can be reliably determined, the Company includes such value in the statement of

comprehenslve lncome both as revenue and as an expense ln equal and opposite amounts; othenrvise, the contribution is not

recorded.

r)

ii)

iii)

iv)

v)

9



Ghemelll Sugar Company llmtted

Annual Reports and Flnanclal Statements
Fortheyear endedJune 30,202L

N0IES I0 THE FlllANClAt STAIEIIEIIIIi (Gonflnued)

4. SUMMARY 0F SIGNIFICANI ACCOU }{nNG POUCIES (ConUnued]

c) PmperU, plantand equlpmont

All categories of property, plant and equlpment are lnitially recorded at cost less accumulated depreciation and impairment

losses. Historical cost comprises expendlture initlally lncuned to bring the asset to its location and condition for its lntended use.

Subsequent costs are included in the asset's carrylng amount or recognized as a separate asset, as appropriate, only when it is

probabie that future economic benefits assoclated with the item wlll flow to the Company and the cost can be reliably measured.

The carrylng amount of the replaced part is derecognlzed. All other repairs and maintenance are recognized in the profit or loss

account in the financial period ln which they are incuned.

Certain categories of property, plant and equipment are subsequently carrled at re-valued amounts, belng their fair value at the

date of re-valuation less any iubsequent accumulated depreciation and impairment losses. Where re-measurement at le-valued

amounts is desired, all items in an asset category are re-valued through periodlc valuatlons carried out by independent external

valuers. Any accumulated depreciation at the date of revaluation is eliminated against the gross carrylng amount of the asset, and

the net amount is restated to the revalued amount ofthe assel

lncreases in the carrying amounts of assets arising from re-vatuation are credlted to other comprehensive income' Decreases

that offset prevlous increases in the carrying amount of the same asset are charged agalnst the revaluatlon resewe account; all

dther decreases are charged to profit or loss ln the income statement.

Each yearthe difference between depreciation based on the revalued carrying amount ofthe asset (the depreclation charged to the

statement of comprehensive income) and depreciation based on the asset's orlglnal cost ls transfered from the revaluation reserue

to retained eamings.

Galns and losses on disposal of items of propefty, plant and equlpment are determined by comparln( the proceeds from the

dlsposal with the net carrying amount of the items, and are recognised in profit or loss in the income statement. 0n disposal of

revalued assets, amounts in the revatuation reserve retating to that asset are transferred to retained eamings.

d) Depreclatlon and lmpalmentof pmpety, plantand equlpment

Freehold land and capital work in progress are not depreciated. capital work in progress relates malnly to the cost of ongoing

but lncomplete works on bulldlngs and other civilworks and installations.

Depreciation on property, plant and equlpment ls recognlsed ln the lncome statement on a straight{ine basis to wrlte down the cost

of each asset or the re-valued amount to its residual value over its estimated useful llfe.Ihe annual rates in use are:

Rats95

l)Bulldlngsand mads:

Buildings 2.50Yo

Roads t2'25%o

lDPhnt, equlpment and madtlnel5
Factory plant and machinery 5.00%

trrigatlon proJect 6.67To

AgrlculturalimPlements 10.00%

Wheeled tractors and cane loaders L2.25Yo

Crawlingtractors 10.00%

Trailers and caterpillar lmplements 8.33%

llDMotorvehldes and o$er equlpment
Lonies and land rovers

0thervehicles
Office machines, fittings and equipment

Household equipment

Office fumiture

Computer hardware

76.67y"

20.00o/o

20.00%
20.0OTo

10.00%

25%
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Chemelll Sugar Gompany llmlted

Annual Repo6 and Flnancial Statemenb
For the year ended June 30, 202L

NOIES T0 IHE FlNrlNClAt STAIEIIIB{Ii (Gon{nued)

4 SUMMARY 0F SIGNIFICANT ACCOUiffiNG POUCIES (Contlnued)

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

charged in the year of asset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the carrying anlount of an asset is

assessed as greater than its estimated recoverable amount, an impairment loss is recognised so that the asset is written down

immediatelyto its estimated recoverable amount.

e) lntanglbleass6

lntangible assets comprise purchased computer software licences, which are capitalised on the basis of costs incurred to
acqulre and brlng to use the specific software. These costs are amortised over the estimated useful life of t"he intangible assets

from the year that they are available for use, usually over three years.

0 Amoilsaflon and tmpalment of lntangblo ass€ts

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

All computer software is reviewed annually for impairment. Where the carrying amount of an intangible asset is assessed as

greater than its estimated recoverable amount, an impairment loss is recognised so that the asset is written down immediately

to its estimated recoverable amount.

Assets that have an indefinite useful life are not subJect to amortisation and are tested for impairment annually. Asscts that are

subject to amortisation are reviewed for impairment whenever events or changes in circumstances lndlcate that the carrying

amount may not be recoverable.

An lmpairment loss is recognized for the amount by which the asset's carrying amount exceeds its recoverable amount. The

recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the purposes of assessing

impairment, assets are grouped at the lowest levels for which there are separately identifiablc cashflows (cash-generating

units). Non-financlal assets that suffered an lmpairment are reviewed for posslble reversal of the impairment at the end of each

reporting perlod.

0 lnvestnentpmperty

Buildings, or part of a building (freehold or held under a finance lease) and land (freehold or held under an operating lease) held

for long term rental yields andlor capltal appreciation, and which are not occupied by the entiU, are classified as lnvestment

property under non-current assets.

lnvestment property is carried at fair value, representing open market value determlned periodlcally by independent external

values. Changes in fairvalues are included in profit or loss in the income statement.

h) Flnance and operaflngleases

Leases which confer substantially all the risks and rewards of ownership to the entity are classlfied as finance leases. Upon

initial recognition, the leased asset ls measured at an amount equal to the lower of its fair value and the present value of the

minlmum lease payments, and the asset is subsequently accounted for in accordance with the accounting policy applicable to

that asset.

All other leases are treated as operating leases and the leased assets are recognised in the statement of financlal position to
the extent of prepaid lease rentals at the end of the year. Payments made under operating leases are recognised in profit or loss

on a straight-line basis over the term of the lease. Lease incentives received are recognised as an integral part of the total lease

expense over the term of the lease.

ll



Chemelll Sugar Company llmlted

Annual Reports and Flnanctal Statemenb
-Fortheyear endedJune 30,202L

4

N0IES T0 IHE Flltlllt{ClAt SfAIBt, E{IS (GonUnued}

SUMMARY OF SIGNIFICANT ACC0UNTING POUCIES (ConUnued)

I) lnvertoiles
lnventories are stated at the lower of cost and net realisable value. The cost of inventories comprises purchase price, impoft

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

Trado and oflrer rccelvables
Trade and other receivables are recognised at fairvalues less allowances for any uncollectible amounts. These are assessed

for impalrment on a continuing basls. An estimate ls made of doubtful receivables based on a revlew 0f all outstanding

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

10 TaxaUon

Gumntlnamebx
Current income tax assets and liabilitles for the cunent period are measured at the amount expected to be recovered from or

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

substantively enacted, at the reporting date in the area where the Enti$ operates and generates taxable income. Current

income tax relating to items recognized directly in net assets ls recognized in net assets and not in the statement of financial

performance. Management periodically evaluates positions taken in the tax retums with respect to situations ln which

applicable tax regulations are sublect to interpretation and establishes provislons where appropriate.

Dofefledbx
Deferred tax is provided using the liability method on temporary ditferences between the tax bases of assets and liabilities

and thelr carrying amounts for financial reporting purposes at the reporting date.

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

associated wlth investments iniontrolled entities, associates and lnterests in joint ventures, when the timing of the reversal

of the temporary differences can be controlled and it is probable that the temporary ditferences will not reverse in the

foreseeable future.

Deferred tax assets are recognlzed for all deductible temporary differences, the carry foruard of unused tax credits and any

unused tax losses. Defened tax assets are recognlzed to the extent that lt ls probable that taxable profit will be available

against whlch the deductlble temporary differences, and the carry fonuard of unused tax credits and unused tax losses can be

utilized, except in respect of deductible temporary differences associated with investments in controlled entities, associates

and interests ln Jolnt ventures, deferred tax assets are recognlzed only to the extent that it is probable that the temporary

differences will reverse in the foreseeable future and taxable proflt will be available against which the temporary differences

can be utilized.

Ihe carrying amount of defened tax assets is reviewed at each reporting date and reduced to the extentthat it is no longer

probable that sufficlent taxable profit will be available to allow all or part of the defened tax asset to be utilized.

Unrecognized defened tax assets are re-assessed at each reporting date and are recognized to the extentthat it has become

probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is

reatized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the

reporting date.

Deferred tax retagng to ltems recognized outside surplus or deficit ls recognized outside surplus or deficit. Deferred tax items

are recognized in conelation to the underlying transaction ln net assets. Defened tax assets and deferred tax liabilities are

offset if a legally enforceable right exists to set off current tax assets against cunent income tax liabilities and the deferred

taxes relate to the same taxable enti$ and the same taxation authority.

Cagh and cash equhalents
Cash and cash Lquivatents comprise cash on hand and cash at bank, short-term deposlts on call and highly liquid

investments with an original maturity of three months or less, whlch are readlly convertible to known amounts of cash and are

sub1ect to insignificant risk of changes in value. Bank account balances include amounts held at the Central Bank of Kenya

and at various Commercial Banks at the end of the reportlng period. For the purposes of these flnancial statements, cash and

cash equlvalents also include short term cash lmprests and advances to authorised public officers and/or lnstitutions which

were not sunendered or accounted for at the end of the flnanclal year.

D
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Chemelil Sugar Company Umlted

Annual Reporb and Flnanclal Statemenb
Forthe endedJune 202L

N0IES I0 IHE RNAI{CUIL STAIEIT{E{IS (ConUnued)

4 SUMMARYOFSTGNTFTCANTACCOUT{I|NGPOUCIES(ConUnued)

m) aonowlngs
lnterest bearing loans and overdrafts are initially recorded at fair value being received, net of issue costs associated with the
bonowlng. Subsequently, these are measured at amortised cost using the effective interest rate method. Amortised cost is
calculated by taking into account any lssue cost and any discount or premium on settlement. Finance char(es, including
premiums payable of settlement 0r redemption are accounted for on accrual basis and are added to the carrying ,rornt oi
the instrument to the extent that they are not settled in the period in whlch they arise. Loan interest accruing-during the
construction of a project is capltalised as part of the cost of the prolect.

n) Tradeanddrerpayables
Trade and other payables are non-interest bearing and are canied at amortised cost, which is measured at the fair value of
contractual value ofthe consideration to be paid in future ln respect of goods and seruices supplied, whether billed to the
entity or not, less any payments made to the suppliers.

o) Refllement benerllt obltgatons
The Company operates a defined contribution scheme for all full-time employees ln managerial cadre. The scheme is
administered by an in-house Board ofTrustees and ls funded by contributions from both the Com-pany and its employees. The
company also contributes to the statutory National social Securi$ Fund (NSSfl. This is a defined contribution scheme
registered under the National Soclal Securi$ Act. The company's obligation under the scheme is limited to specific
contributlons legislated from time to time and is cunently at Kshs.1,700 per employee per month.

p) Pmvlslonfurstafitewepay
Employees' entitlements to annual leave are recognised as they accrue to the employees. A provislon is made for the
estimated liabilig for annual leave at the reporting date.

q) Echango nto dlfiercnces
Ihe accounting records are maintained ln the functional currency of the primary economic environment in which the entig
operates, Kenya Shillings. Transactions in foreign currencies during the year/pertod are translated into the functionaj
currency, Kenya Shillings, using the exchange rates prevailing at the dates of the transactions or valuation where ltems are re-
measured. Any foreign exchange gains and losses resulting from the settlement of such transactions and from the translation
at year'end exchange tates of monetary assets and liabllities denominated ln foreign cunencies are recognised in profit or
loss.

0 Budgetlnturmaton

The Company'sbudget for Fl 2020-2027 was approved by the Ministry 0f Agriculture Livestock, Fisheries and Co-operatives -
State Department of Crop Development on 12s August 2020 having received National Treasury recommendation for
approval. This was ln compliance with requirements of Section Ll and L2 of the State Corporations lct, Cap 44 and Section
68 of the Public Finance ManagementAct,20L2.

The Company's budget is prepared on a different basis to the actual lncome and expenditure dlsclosed in the financial
statements. The financial statements are prepared on accrual basis using a classification based on the nature of expenses in
the statement of financial performance, whereas the budget ls prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassified by presentation to be on the same basis as
the approved budget. A comparlson of budget and actuat amounts, prepared on a comparable basis to the approved budget,
is then presented in the statement of comparison of budget and actual amounts. ln addition to the Basis otfference,
adjustments to amounts in the financial statements are also made for differences ln the formats and classification schemes
adopted for the presentation ofthe financial statements and the approved budget.
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Chemelll SugAr Company llmlted

Annual Repofts and Flnanclal Statemenb
For the vear ended June 30. 202L

NOIES IO IHE FlNtlll0lAt SIAIE E{tS (Con0nued)

4 SUMMARYOFSIGNIFICAiITACC0UilnNGP0UCIES(ConUnue0

a) GomparaEvellgurcs
Where necessary comparative flgures for the prevlous financial year have been amended or reconfigured to conform to the

required changes in presentation.

b) Subsequenteverts

There have been no events subsequent to the financlal year end wlth a signlficant lmpact on the financlal statements for the

year ended June 30, 202L.

5 SIGNIFICANTJUDGMEI{IS AITID SOURCES OF ESTIMATION UNCERTAIT{TY

The preparation of the Company's financial statements in conformity with IFRS requires management to make Judgments,

estimates and assumptlons that affect the reported amounts of revenues, expenses, assets and liabllltles, and the disclosure of
contlngent llabllitles, at the end of the reporting period. However, uncertainty about these assumptions and estimates could result

in outcomes that requlre a material adjustment to the carrylng amount of the asset or liabiliry affected in future periods.

Esflmabs and asumptons
The Company based lts assumptions and estlmates on parameters available when the financlal statements were prepared.

However, existing circurnstances and assumptions about future developments may change due to market changes or

chcumstances adslng beyond the control ofthe Company. Such changes are reflected ln the assumptions when they occur.

Ihe key assumptions concernlng the future and other key sources of estlmation unceltainty at the repoftlng date, that have a

signlficant rlsk of causlng a materlal adjustment to the carrylng amounts of assets and liabilitles withln the next flnancial yeat, are

descrlbed below.

Usofnl llves and rcsldualvalues
lhe useful lives and residual values of assets are assessed using the following lndicators to inform potential future use and value

from disposal:
r The condition ofthe asset based on the assessmentofexperts employed bythe Company

o The nature ofthe asset, its susceptibiliry and adaptability to changes in technologt and processes

o The nature of the processes ln which the asset is deployed
o Availability of funding to replace the assets
. Changes ln the market ln relatlon to the asset

The rates of depreclation asslgned to each class of assets is a result of such assessments.

Blologlcal assets

ln aniving at the fairvaluation of biologlcal assets, the management has adopted IAS 41 and 61 in valuation of cane bearer plant,

cane bearer plant work in progress, growing consumable cane and llvestock.

The Company estimates the fair value of its growlng consumable sugarcane as the product of estimated yietd in tonnes of standlng

cane at its present age and the prevailing cane price less polnt of sale cost. The yleld is estlmated as the product of the area

covered by the standing cane ln hectares, the age of cane ln months and the average cane yield per hectare per month 0CHM).

Bearer plant is measured at cost and depreciated over its productive life assumed to be an average of 48 months. The cumulative

cost of land development and cane establishment from 0-6 months is capitalised. Llvestock is recognlsed at acqulsition cost and

revalued at each year end using the prevalllng market prlce for the animal category.

The biological assets valuatlon estimates and assumptions are detailed ln Note 21

t4



Chemelll Sugar Company llmlted

Annua! Reporb and Flnanclal Statemenb
For$e endedJune 2021

I{0IES T0 IH E FlNrlt{Ct lL SrAIEt ErIIti (GonU n ued)
Pmvlslons
Provislons were raised and management determined an estimate based on the information available. Addltional disclosure
these estimates of provisions ls included ln Note 13. Provisions are measured at the management,s best estimate of th-
expenditure requlred to settle the obllgation at the reporting date, and are discounted to present vatue where the effect is material.

The company made the following provisions ln the year; Bad and tloubtful debts [shs. 2t,o17,6ggi provision for tax penalg and
interest Ksh. 153,582,365 and lnterest on pension anears Ksh.35,113,480. These have been listed as part of adminlstrative
costs under Note.13 (a). The tax penalty and lnterest has been computed on a setf-assessment basls uslng the rates contalned in
the tax procedure act 2015 and other relevant tax leglslations. lnterest on penslon arrears Is computid by penslon scheme
adminlstrators. 0ther provisions under staff costs are staff gratulty provlston of Kshs. !2,252,045 and reduction of leave pay
pmvision of Kshs. 1,193,098 as captured under Note 13 (b).

6 REYENUE

7

Tobl 2,214,173,235 545,542,979

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

oosI0FsAt.ES

Net sales of Sugar
Net sales of Molasses

Total nstsalos

Gross sales
Less: Value added tax on gross sales

Cost of cane milled: Nucleus
0utgrowers

Change in value of unmllled cane
Total Cost of Gane mllled

Agilcultun
Staff Cost

Agriculture overheads

ManufacUilng
Staff Cost
Processlng Costs
Repalrs and maintenance
Other factory overheads
Depreclatlon-factory

Change ln value of sugar in process
Change in value offinlshed (oods

Cost ofgoods cold

2,139,931,590
74,34L,645

2,568,440,953
(354,267,778)

133,001,564
1,337,666,144

(1.934.000)

1,468.733.708

9L,490,244
s5.672.873

147-153_117

2,214,173,235 g[5,542,918

530,813,975
L4,728,g03

621,264,676
(75,721,7971

aEE=======E

35,263,230
378,291,413

l1

76,779,233
1q 75.881

9r.755.114

285,445,L26
55,668,540

193,922,223
15,062,633
77.998.089

629,096,911
(35,926,393)

9,784,991

182,405,519
48,750,579

141,200,968
9,607,369

7q 11.825

461,176,259
(18,777,225)
(17,133,246)

2,217,841,934 930,091,549

Cane from outgrowers ls valued at the cane price paid to farmers. Cane from Nucleus estate ls valued at the falr value less point of
sale cost recognised durlng the latest valuation plus cost of haruesting and transporflng the cane to the factory. Manufacturlng
cost lncludes agriculture and factory overheads.

l5



Chemell! SugAr Company llmtted

Annual Reports and Flnanclal Statements
For the year ended June 30, 2O2L

NOIES IO IHE Rt.lrlt{ClAt SIAIUIE{IS (Gontnued)

8 FAIRVATUE ON BIOTOGIGATASSEIS

Gain on consumable growlng cane
Galn on llvestock

38,208,783
361,000

90,558,785
232,000

Total 38,569,78i1 90,790,785

The comparative figure for the falr value gain on consumable growing cane has been restated after a prior year adfustment to

conect an overstatement of galn on growlng cane in the previous financial year, the detalls of which are provlded under note 2 1 (c)

and note 30.

9 GR/WIIFROMi{AIIOIIUIIGOVERNME{T
;rtr i',).iil.tt

Jliir
Recurrent grants leceived

Capltal grants realized (see note below)

Total

No government grant was recelved dudng the year

10 IHIBESTINCOME

74,541,t79

74,541,179

rlq
,.1')l:Ur{Dl'l'lir lr i 

"11Y-1.
i{li'

lnterest lncome:
- '- from receivables 518,630 3,015,723

Total 518,ff10 3,015,723

lnterest income on receivables relates to interest that the Company charges farmers in relation to credit advances for farm inputs.

The Company recovers these from cane proceeds payable to farmerc on harvested cane.

11 oIHm !NCoME GTUNSAITD LOSSES

0&erlncome

Rental lncome
0ther mlscellaneous receipts
Physlcal lnventory adJustments

11,967,008
836,399

9

11,279,360
(188,424)
(990,531)

Total 12,803,418 lo,loo,/ms

Rental lncome ls recelved from tenants allocated living quarters wlthin employee resldentlal estates. Ihese lnclude temporary

employees, employees of key servlce providerc and clvil servants seruing within the local communi$. Miscellaneous sales

include sale of stock and non-stock ltems that are not part of the main products of the Company.

O) OfierGalnsand losses

(Loss)/galn on disposal of proper$, plant and equipment

Tobl

(6,174,775) (2,135,094)

i'!$i),t{'t{i}',,':,, ;i,, 1

,\ .l

l6

1e,174,775, e,135,094)



Chemelll Sugar Company lJmhed

Annual Reporb and Flnanclal Statemenb
Forthevearended June 30. 2021

NOIES IO IHE FIIIANCNAL STAIEIE{IIi (CorUnued)

The Compan/s sugarcane fields holding cane bearer plants held at a total cost of Kshs. 3 1,660,695 and accumulated
depreciation of Kshs. 25,492,883 were reploughed/fallowed during the year, thereby disposing the bearer plant at a loss
equlvalent to lts undepreclated cost.

12 M'NKEIilGANDDISTRIBIMONME{SEi

Staffcosts - sales perconnel

Product Handling and dlstribution costs
Depreciation - distdbuUon equlpment

Total

ADMINISIRAIIVEEXPE{SES

(a) Admlnlsffion Gosts

5,985,863
3,697,204

759,705

7,299,445
1,453,053

225,900

lo,&2,712 8,967,299

13

Staffcosts - other (note 13b)
Directors' emoluments
Auditors' remuneration
Legal fees and court awards
MedicalServices
Staff trainlng expenses
lnsurance costs - other
Bank charges and commlsslons
Electrlclty and water
Repairs and maintenance
Statlonery, prlntlng and photocopylng

Travelling and subsistence
Communicatlon serulces and supplles
0ffice and general supplies and sewices
Depreciation - other
Bad and doubtful debts
Tax penalg and lnterest
lnterest on penslon arrears
Other ad ml nistrative expenses

190,147,391
356,329
750,000

17,687,596
5,286,653

32,000
5,013,762
2,498,852
7,845,603
7,688,462
3,447,579
1,546,724

602,833

38,308,693
21,017,688

153,582,365
35,113,480
11,949,871

193,199,496
,,,433,542
1,158,023
6,105,553
3,851,747

72,690
5,055,934
s,805,835
2,634,279
4,391,295
2,341,624
1,832,939

443,946
1,323,014

33,485,879
6,011,667

158,987,868
15,895,443
(3,849,229)

Total 502,885,881 440,181,335

The tax penalfl and interest has been computed on a self-assessment basis using the rates contained in the tax procedure act
2015 and other relevant tax legislations. lnterest on pension aream is as computed by pension scheme administrators.

@) Sta CostB

lrrl:;''.lirlrf
- ,(tii !i1:r;,'y.ir,,;r;,

Salaries and allowances of permanent employees
Wages of temporary employees
Natlonal soclal security schemes
Pension contributions
Staff gratuity p rovlslon
Leave pay provislon

Staff welfare

435,865,421
131,365,116

2,445,900
8,079,623

L2,252,045
(1,193,098)
10,391,099

377,560,952
51,192,352

1,329,600
13,021,027
4,853,250-
7,133,611

10,987,516/

Total

t7

599,206,107 468,077,307



Ghemelll SugAr Gompany llmtted

Annual Repoft and Flnanclal Statemenb
Fortheyear ended June 30, 202 1

NOIES IO IHE FlNrlllGult SIAIEIRIIS (ConUnued)

t3 O) SIAFFGOSIIi (Gortnued)

Ihe rorage numberolemployees atfie end of tfieyoarwas:
Permanent employees - Management

Permanent employees - Unlonlsable
Temporary and contracted employees

Total

lnterest expense:

'- on commodlty loans

'- on IPF loans

'- on bank overdrafts

Total

228
296
537

193
281.
494

The govemment has restricted employment on permanent basis as a measure to maintain a lean worKorce in preparation

towards prlvatlzation plans. Consequently, there has been a conslstent rise in the use of temporary and term employees over

tlme as the number of petmanent staff reduce through natural attrition.

14 FIilANCECO$S

968 1081

78,000,260 36,792,482
399,268

78,000,200 37,191,750

lnterest on commodlg loans accrue at the rate of 5% on outstanding prlncipal amount and 6% on defaulted balances.

15 oPERAnilGPR0FI/0JSS)
,irLi:, /,{iiili

Ihe operatlng profit/(loss) ls anived at after charglng/(creditin0:

Staffcosts (note 13b)
Depreclatlon of property, plant and equipment
Amortisation of intanglble assets
Provlslon for bad and doubtful debts

Directors' emoluments - fees
- other

Auditors' remuneration - current yearfees
- priot Year under-Provislon

Loss on disposal of property, plant and equipment
Net forelgn exchange loss

Total

t6 rNcoMETlxmE{sE/(cRo[)

(a) lncometax

6,174,775 2,135,094

781,788,98i1 8:13,230,340

599,206,107
154,804,063

21,017,688

366,329
200,000

466,077,307
154,356,102

6,011,657

4,342,742
307,428

Curent tax charge
Deferred tax charge (note 28)

lncomo tax oryonss/(credl0

l8



Chemelll Sugar Company llmtted

Annual RepoG and Flnanclal Statemenb
For the year ended June 3 0, 2O2t

NOIES IO IHE R]IIAIIICIAI STAIEIIE{TS (Conunued}

16, IilCOMETAXtrE{SVGREDII)(ConUnued)

@) Recondllaton of tax epense/ (crorll$ b tne qected tax bsssd on accounUng proft

Ihe tax on the Company's loss before income tax differs from the theoretical amount that would arlse using the statutory income
tax rate as follows:

Profi t/(loss) before taxation (549,280,557) (667,4L2,122)

Tax calculated at the statutory tax rate of 30% (2020:30%)
Tax effect of:

- Bpenses not deductible for tax purposes
- Prioryearunder/lover) provision in deferred tax
- Deferred tax not recognised

loss for the year attributable to equity shareholders

Total comprehenslve loss per share attributable to equity shareholders

Weighted average number of shares ln issue (note 28)

Loss pershare

Total comprehensive loss per share

18 DMDE{D PERS}UIRE

The dlrectorc do not recommend payment of a dlvldend for the year (2019-2020: Nll)

(164,784,1.67) (200,223,6371

298,779,t46
(37,479,810)
(61,075,699)

lncomo tsx oeense/(cmdl$

17 IOSS PERS}IARE

The loss per share is calculated by dividing the loss after tax by the average number of ordinary shares in lssue durinf, the year,

There were not ditutive or potentially dilutive ordinary share as at the repofting date.

(549,280,557)

(549,280,557)

10,579,581

(694,566,052)

(694,566,052)

10,579,581

(s1.e2) (6s.65)

(6s.6s)(51.e2)

l9
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NOIES IO IllE FlllllNGlAt SIAItrIE{IS (GonUnued)

PR0PERIY, PLAilf AilD EQUIPMR{I (ConUnued)

The Company accounts for lts blologlcal assets ln accordance with revised IAS 41 and IAS 16. Undel the standards, the root

system of growlng sugarcane ls recognised as bearer plant from the 7th month when lt is fully developed. At this stage,

sugarcane beglns to bear produce (sucrose) and remalns productive for at least 3 haruest cycles of 16 months each as cane

stamps sprout agaln into a new produce after each haruest.

Slgniflcant assumptions made ln determlning the carrylng values of bearer plants include:

a) Bearer plants are carrled at cost less depreclatlon. The cumulatlve cost of developlng cane has been capitallsed and

depreclated overthe plant's economie life estimated to be 48 months. All costs lncurred afterthe 6th month are expensed

as malntenance costs.

b) Cane aged 0-6 months ls considered immature since the root system ls stll! developing. Cost incuned at this stage is

recognlsed as work in progress.

c) 0n lnitial apptication of the standard, the cost value of existing bearer plants was estlmated uslng standard cost of cane

development per hectare. All subsequent addltlons are recognlsed at actual cost.

As at 30th lune 202L, 58oh (20202 63%) of the nucleus estate farm measurlng 1,335.5 ha (2020: L,432.8 ha) had mature

bearer plant. Fourteen percent (2020: Nil) of the estate land measuring 311.7 ha (2020: Nit) had lmmature bearer plant while

28% (2020:38%l) was fallow.

During the year, 499 ha (2020: Nll) was planted with new cane, 188 ha (2020: 229 hal of growlng cane matured and was 279 ha

transferred for recognltion as additional bearer plant while 279 ha (2020: 144) of mature bearer plant was fallowed or uprooted

by ploughlng.

Alt property, ptant and equlpment other than bearer plants have been charged to secure banking faclllties as disclosed under

note 31. Propefi, plant and equipment lnclude the following ltems that were fully depreclated:

Motor vehicles, lncludlng motor cycles

Fumiture, fittings and equipment,
Cane bearer plant

Totol

Motor vehicles, lncluding motor cycles
Fumiture, fittlngs and equlpment,
Cane bearer plant

76,062,937 15,u2,413

69,932,655
6,L30,282

70,286,455
6,455,299

13,986,531
t,455,942

14,057,29t
1,533,133

Total 78,741,7il 15,590,424

The Company owns 2,700 hectares of freehold land. The land has been charged to secure banklng facilities granted to the

Companyasdlsclosedlnnote3l. Thelandwaslastvaluedon30thJune2018byTysonsLlmltedonanopenmarketbasisat
Kshs 2,000,000,000. The value of the land has been reflected ln the statement of flnanclal posltion as part of property plant and

equipment.
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NOIES I0 IHE FlllAI{CUlt SIAIEIIE{IS (Gonfl nued)

21. Btot0ctcAtAssExs
a) GmulngGane

At tfi e be$nnlng of tfi e yuar

Prior year adJustment

At fi e beglnnlng of fi e yoar nstrhd
Decrease due to haryest at falr value less polnt of sale costs

Galns adslng ftom dranges In falrvalue attlbutable to:
- biologlcal transformation
- price changes

126,056,96E
(27,153,928)

98,903,040
(96,610,103)

10,676,843

27,53L,940

24,372,532

24,372,532
(16,028,277)

2,292,937 8,344,255

90,558,785

Fair value galnl(loss) on valuation 38,208,78i1 90,558,785

Atfie end of tteyear 40,501,720 98,903,039

The Company grows sugar cane in its Nucleus Estate whose produce ls haryested for replanting or rnilllng and has accounted for
Its biological assets ln accordance wlth revlsed IAS 41 and IAS 16. Cane stem is recognlsed as the consumable growing produce

from the 7th month when lt begins to form sucrose. The produce fully matures wlth maxlmum sucrose 14 months thereafter but
can be haruested as early as 9 months as seed cane.

Significant assumptlons made in determlning the falrvalues of growing produce (blological assets) are:

i) Growlng produce has been stated at fair value less point of sale cost 0nly cane aged 9 months and above ls assigned

a value as lt is only then that it can be haruested for use as seed cane. The value is based on market price of Kshs.

4,040 pertonne of sugarcane (June 2019-ltshs.3750).

iU Growlng produce has been quantlfled in tonnes as the product of average productivig per unlt acreage at hailest age

fiCHM) and actual acreage ln hectares covered by the produce, The TCHM for 2021was 1.91 (2020-2.38).

ll0 All costs lncuned to malntain growlng produce are expensed.

As at 30 June 2021, 1,647.3 ha (2020: 1,432.8 ha) of nucleus estate land was covered by growing cane produce. 0f this 50%
(2020:670/,1coverlng 816.5 ha (2020: 955.3 ha) had mature produce ready for harvestwhile 32% (2020:33o/o) covering 519 ha

(2020: 477.5 ha) had lmmature produce. The remaining 19% (2020: Nil) of growing cane covering 659ha (2020: Nll) had not
bome recognizable produce.

During the year, 60,032 tonnes (2020: 15,831) of mature produce was harvested from the nucleus estate wlth a fair value less

estimated polnt of sale cost of Fshs.99,660,910 (2020: Kshs.16,028,277). ln determining the present value of expected net

cash flows, the Company has not discounted the cash flows as standing cane wlll mature withln the next reporting perlod and

therefore the lmpact of the time value of money on estlnrated future cashflows ls not slgnlficant.

Ihe Company expects to harvest the mature cane produce held at the end of the year within the next 12 months and thus the
growlng produce has been presented as current assets.
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NOIEE T0IHE FlNrlNClAt STAIEIE{IS (Contnued}

2t BrotoctcttAssETs

b) llvsstod(

Calf
Helfer
Lactatlng cow
Bull
Goats

At $e beElnnlng of tfi o yoar

lncrease due to acqulsltlons and blrths

Decrease due to slaughter or sale at fair value less point of sale costs

Galns arislng from changes in fair value attributable to:

- blological transfomation
- prlce changes

1,485,000

(600,000)

1,126,000

205,000
(78,000)

885,000

370,000
(9,000)

1,253,000

62,000

170,000

Falr value galnl0oss) on valuatlon 361,000 2i12,000

At$e end of $eyear 1,246,000 1,485,000

The Company keeps dalry cattle in its Academy Section whose produce ls used withln the school to reduce boarding expenses

and has accounted for lts biological assets ln accordance wlth revlsed IAS 41 and IAS 16. The herd of dalry animals has been

stated at falr value tess polnt of sale cost. The value ls based on the open market price of dalry animals categorlsed as follows

15,000
85,000

150,000
120,000

6,000

20,000
80,000

150,000
120,000

5,000
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2l tt{tE{roilHi

.:r ;r

.i l i l: i' '.'-l ll{t 't

'!,: iil
Pmduc-tStock
Milled Sugar
Molasses

ln-pmcossstocls
Milled sugar-in-process
Molasses in process

Subtotal

Rawmatedalsbck
Un-milled Cane

0$er m&dals and oonsumables
Factory and field stores
Consumable Stores
Stationery
Medicines

Less: !mpairment

Subtobl

Total

7,102,7t5
705,000

54,697,619

62,505,333

3,434,000

257,239,454
L2,374,6t9
2,703,633

726,429

275,877,!35
(82,862,849)

193,014,299

255,519,621

17,214,216
387,750

18,771,225

36,373,191

1,500,000

242,130,754

2,294,992
1,149,392

247,075,029
(82,862,848)

to4,2t2,l8l

200,595,371

23(a)

Product stock balances have been valued using FIFO method and the ledger balance written down to net realizable value given
that it was lower than cost. The write down of inventories recognised as an expense during the year amounted to Kshs.
2'269,434 (2020'Kshs Nil). All the other stocks have been valued at their weighted average costs. Rll stocks categorised as
obsolete previously reco(nised at Kshs. 82,862,848 based on average cost have been fully lmpaired.

TRADE AI{D OI}IER RECEVABI.EI!

',\t.,...!.1 l,r)IIrit
J:ii:t

At30th Juns 2021:
Trade receivables (note 23b)
loans to Outgrowers
Deposits and prepayments
Staff recelvables (note 23c)
Other receivables (note 23d)

Total bade and other recelvablss

At30hJune2020:
Trade recelvables (note 23b)
Lg.ansto Outgrort/ers I
Deposits and prepayments
Staff receivables (note 23c)
Other receivables (note 23d)

57,161,969
429,249,3L9

4,892,779
27,697,99L

320,77t,157

8:19,173,103

46,838,761
430,803,907

39,019,759
9,970,431

174,903,400

701,4116,259

(39,230,415)
(407,499,764)

(1,268,664)
(59,842,735)

(507,840,577)

(36,310,920)
(407,498,764)

(1,269,664)
(4L,744,542)

17,931,453
21,750,555
4,892,779

26,429,317
260,328,423

331,332,526

L0,527,g4L
23,305,143
39,019,759

8,701,767
133,059,959

l{et Uade and otrer rccehlrables
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IIOTES m IHE Fll{rlHGlAt SIAIEIIRIIS (ConUnued)

230) TRADERECmTABIES

Gross Sugar recelvables
Provision for doubtfu! receivables

Gross Molasses Receivables
Provislon for doubtful receivables

AtJune 30, the ageing analysis of the gross trade receivables was

as follows:

less than 30 days

Between 30 and 60 days
Between 51 and 90 days
Between 91 and 120 days
0ver 120 days

Directors have made provision fot amounts whose recovery ls uncenain

23(c) SIAFFRECEITABTES

48,033,926
(32,391,495)

15,642,181
9,127,942

(6,838,920)
2,289,023

17,931,453

5,533,998
3,648,136

518,951
5,373

47,455,41L

57,161,868

37,312,899
(29,935,233)

7,377,666
9,525,862

(6,375,687)
3,150,175

10,521,841

)0u
)ofi
)Ofi

xp(
x/J(

)00\

Gross staffdebtors and advances
Provision for impalrment loss

27,697,981
(1,268,664)

9,970,431
(1,268,664)

26,42?,317 9,70L,767
---I-I----

Less: Amounts due wlthin one year

Amounts due after one year

27,697,981 9,970,431

The Company operates a staff car and cycle loan scheme for employees whereby ellgible employees are f,iven loans to acquire

cars for their personal use. The loans whlch are secured by the vehlcles acquired using the proceeds are payable withln a

maxlmum perlod of 60 months. The interest rate on staff loans is 5%. There were no outstanding staff receivables balances as at
reporting date (2020-[shs.Nll)
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23(O DET'EOPME{T U'AT{S IO FARil ENS

At30hJune202l:
Farmer cooperatlves
Large & smallscale farmers
Transpofters

At30hJune2010:
Farmer cooperatlves
Large & small scale farmers
Transporterc

375,706,867
52,091,000

1,451,451

429,2/8,319

376,142,970
53,218,856

1,,442,L91

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

(833,736)

(407,498,764)

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

(833,736)

9,749,760
11,384,080

6L7,7t5

21,750,555

L0,784,762
12,511,936

608,445

430,8G1,907 (tm7,t198,764) 2.!1,305,14i1

Cane development Loans relate to cost of farm lnputs supplied and serylces rendered to farmers on credit The farmer's
standlng cane establlshed uslng these funds and title deed for the land on which it stands act as collateral for the loan.
Recovery ls made when the cane matures and ls harvested. Underthe cunent contracts, 60% is recovered from the lst hanest,
20% from 2nd hawest and the remalnlng 20% from 3rd haryest. lnterest ls charged at the rate of L2% on recoverable loan
balances. Dlrectors have made provision for amounts whose recovery ls uncertaln.

23 (e) OTHER RECEIIABIES

Farmers, Transporters & Cutters advances
Provlslon for lmpairment loss

Other receivables
Provlslon for impairment loss

Palablcs ryl$ deblt balanos
Trade payables

Smallscale farmers
Large Scale Farmers

Transporters & Haryesten
Cane Malntenance Contractors
Payroll Llabllitles
Other payables

Less: Amounts due wlthln one year

Amounts due after one year

15,365,237
(10,695,938)

468epoo
53,612,735

(49,146,797)

4465,938

9,135138

44,242,578
80,816,949
67,292,095
L0,874,424
2,492,677

39,597,605
5,886,856

251,193,185

280,928,423

320,171,L57

10,544,129
(10,695,939)

(151,809)
63,950,908

(31,048,604)
32,902,304

32,750,495

8,563,643
34,203,536
22,799,008

33,622,930
7,1.79,246

100,308,303

133,058,859
ITII..IIII
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N0IES I0 IHE FlNrlllGUtt SIA|EIIE{IS (GonUnued)

23(s) OIHBRECflTABI.ES(Contnued)

Ihe Company endeavors to support cane development haruest and haulage actlvlUes undertaken by lndependent farmers,
haruesters, transportes or thelr organlzations owlng to thelr ciltlcallty for the contlnulty of mllllng operatlons. The Company

supplles them wlth farm lnputs, fuel and other ltems for cash or on credit and maintalns curent accounts for these transactions
and recovers deblt balances from any monles payable to them for cane purchased or servlces recelved fmm them. Dlrectorc
have made provlslon for amounts whose recovery have become uncertaln.

24 TAXRECOVMABIE

At beglnnlng ofthe year

lncome tax charge forthe year (note 16)
Under/(over) provision ln prloryear/s (note 16)

lncome tax paid durlng the year

15,183,641 15,183,641

At end ofthe year 15,18:1,841 15,183,641

Thls tax recoverable amount lncludes lnstalment tax paid, wlthholding tax on lntercst lncome, and advance tax on commercial
vehlcles paid on dlfferent dates in the pastyearc butwhich the Company has not been able to recover because it has recorded
losses over those years. The amount is recoverable from future corporation tax when the Company posts proflt.

28 BAT{KAI{D GASH 8'II.AI{CES

Cash at bank
Cash ln hand

Sub total

Bank 0verdraft

Total

(53,632,583)
995,364

(52,G7,219)

(1,500)

17,704,444
359,567

12,064,011

(1,501)

(52,Gt8,719) 1it,082,510

Ihe bulk bulk of cash at bank was held at Kenya Commerclal Bank, the Company's main bankers. The net negatlve balance was
basically a cash book balance and not a bank account balance. Thls ls attributable mainly to rouUne cane and transport
cheques prepared during the last month of the financial year but had not been released to the payees by year end date. The

make - up of bank balances and short term deposlts ls as follows:

NOIES IO IHE FINATTICUII. SIATE,EIIIS (Conunued)
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26 BAI{KAttlD CAIIH BALAI{CES (Gontnued)

Detalled analysls of he cash and cash equlvalenb

a) Grrertaccount
KCB Bank Kisumu Maln Account
KCB Bank Kisumu ProjectAcount2
KCB Bank Kisumu ProjectAccountt
KCB Bank Kisumu Chemelil Academy Account

Cooperative Bank Kisumu Maln Account
Cooperatlve Bank Kisumu Project Account
Cooperative Bank Kisumu Health Ctr Account

Cooperative Bank Kisumu Chemelll Academy-PIA

Sub-tota!

b) Staficarloan/ mor$ago
Kenya Com. Finance Comapny
Saving And Loan(Kenya) Ltd

SuFtotal

c) O$eis(spedfl)
Cash ln translt
cash ln hand

Sub- total

Grandtotal

27 ORDIN'IRYSH'IRECAP]IAL

1103790307
1180995716
1.1.12L22478
1103794930
01120054662900
01120054662901
01160614981500

(1,500)
(85,161,657)

(0)

4,673,029
24,93L,274

854,389
12,386

1,059,498

(1,500)

5,811,924
(0)

1,713,513
552,973
854,389

12,386
1,759,258

(53,8:t2,58:t) 11,7U,944

995,364 359,567

995,364 359,567

(52,Gt7,219) 1i1,062,510

(0)

(1)

(1)

AuUrodsod:
10,579,581 ordinary shares of Kshs.2O par value each 211,591,620 211,591,620

heued andtullypald:
10,579,581 ordinary shares of Kshs.20 par value each 211,591,620 211,591,620

Thetotalnumberofauthorizedordinarysharesis10,ST9,5Sl(2020-10,579,581)withaparvalueof Khs,20each. lssuedand

fully paid ordinary shares, which have a par value of Ishs.2o, carry one vote per share and a rlght to dividend.
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NOIEi m ilE FINAIIICUIL STAIE S{lIt (GonUnued)

28 REYATUAIION REIERIIE

Ihe revaluation reserye relates to the revaluation of freehold land and bulldings, factory plant and machlnery, agricultural

machlnery and lmplements and motor vehicles. As lndicated in the Statement of 0hanges ln Equity, this is stated after transfer

of excess depreclation net of related defened income tax t0 retalned eamlngs. Revaluation surpluses are not distributable.

fhere was no movement duringthe year.

29 REilUI{ED LoSS

The retained loss represents accumulated loss lncuned as a result of operating and financlal challenges that the Company has

grappled over the years when the industry faced turbulence. Note 41 provides detailed lnformation on cunent efforts towards a

turnaround ofthe sltuatlon and the future outlook.

30 PRIORYEARADJUSiIITB{T

Ihe prior year adjustment on retumed earnings of Kshs. 27,753,928 has been made to correct an error that occurred while

estimating the falr value less point of sale cost of consumable growing nucleus estate cane and the fair value gain on cane

valuation as at 30th Jun e 2020.

The Company estlmates the fair value of lts growing consumable sugalcane as the product of estimated yleld ln tonnes of

standing cane at lts present age and the prevailing cane prlce less polnt of sale cost. The yleld ls estlmated as the product of the

irea covered by the standing cane in hectares, the age of cane In months and the avetage cane yield per hectare per month

(rcHM).

A valuation model which uses above base formula has been developed on excel spreadsheet for valulng the Company's

plantatlon every year end and has been so used since 20L7 / L8. The model contains a list of all cane fields within the nucleus

estate ldentlfied by field number and hectarage. lt ls updated wlth cane inventory records in terms of the varie$, cycle and age

of cane standing in each fleld at each year end. Uslng this data, the prevalling cane prlce and the TCHM for the period

obtainable fiom Nucleus Estate section, the fair value of growing consumable cane is estlmated. ln addltlon, data on cost of

cane development is during the period is obtalned and the net book value cane bearer plant ls determlned.

However, an error occuned in the year 2OL9/2A20 whereby the formula inadvertently plcked cane age and hectarage data from

wrong columns withln the worksheet leading to overstatement of the value of growing cane and the falr value galn on valuation

as follows:

As corrected in July 2020
As stated in June 2020

PdoryearadJusffiient

t6,028,277
9,672,762

90,558,785
110,357,198

(19,798,413)

98,903,040
126,056,968

7,355,515 (27,153,928)

To correct the error, an adjustment of Kshs 27,L53,928 has been made to the opening Jetalned earnings and opening growing

consumable cane balance. Prior year comparative figures of growing consumable cane, fair value gains on blological assets and

cost ofcane from Nucleus Estate have been restated as per note 7 and note 21 (a).

Thls particular error occurred ln the year ended 30 June 2020 only and had not recurred ln otheryears.
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NOIES T0 IHE FlttllilCUlt STATE/lEt{tti (Contnued}

31 BORROWINGS

Balance at beginning of the year

External borrowings during the year

Domestic bonowings dudngthe year

Ropaymonts of demd bonowln6 dudng the year

Repayments of domestics borrowings during the year

FJchange rate galns/(losses) on revaluation of
borrowings

2,641,045,556 941,696,959 2,650,995,339 905,068,6{

78,000,260 5,032,440 37,191,71

(14,128,684) (L4,982,2231 (563,48

Balance at end of the year 2,626,9L6,872 t,0L9,697,219 2,641,045,556 941,696,91

Less: Amounts due with one year (current portion) 14,L28,684

Amounts due after one year (non-current portion) 2,626,916,8?2 1,0L9,697,219 2,626,9t6,872 941,696,91

The analyses of both external and domestic borrowings are as follows:

ExtemalBorowlngs
Dollar denominated loan
Sterling Pound denominated loan
Euro denominated loan

Domestlc Bonowlnts
Kenya Shtlllng loan fiom Commodltles Fund

Kenya Shilling loan from State Department of Crop Development

Kenya Shilling loan from KCB Bank

Kenya Shllling loan from Diamond Trust Bank

Total balance at end of year

(2,626,916,872) 2,641,045,556

(2,626,916,872) 2,641,045,556

(2,588,916,872)
(40,000,000)

2,580,918,872
40,000,000
14,128,684
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NoIES I0 IHE FlNrlltlgrlt SIAIEIE{IIi (Contnued)

31 BoRRoWi|GS

lhe Company received Kshs.40,000,000 from State Department of Crop Development ln May 2017 as part of llquldity support

to pay part of cane arrears then owed to farmerc. thls has been presented as unsecured non-cunent loan refundable with no

lnterest.

Ihe Bonowlngs from Commodity Fund are secured by Debenturc for Kshs.1,554,487,912 overthe Company land and bulldlngs

L.R. N0.1611/ 4,1,6L2/ 4 and 11840 located at Muhoronl Sub County ranklng parl passu wlth KCB Bank Kenya Umlted.

At elose of the year, the Company had undrawn banklng facility from KCB Bank Kenya Llmlted of Ishs. 145,000,000 (2024-

Ishs. 130,869,816). Ihe banklng facillg Is a composlte one avallable for term loans, bank overdraft, bank guarantees and

lettersof credlt Thebanklngfacllitylssecured bylegalchargesoverland and buildingsL.R. N0.1611/4,16t2/4 and 11840

ranklng pari passu wlth Commoditles Fund.

Durlngthe year, the Company recelved no directfundlngfrom the Government of Kenya (2020-Khs.74,541,179) like lt did ln

the prevlous year. The prevlous year's funding was a grant that the government pald directly to farmers as part of llquldlty
support to the Company in defraylng arrears owed to farmen for sugarcane delivered to the factory,

The Company ls in default on prlnclpal loan repayments of lts loan facilities. Atthough both the Commodltles Fund and the State

department of Crop development have prevlously written to the Company demandlng settlement of $e loans due to them from

the Company, these demands have been neutralized by the ongolng govemment of Kenya's lnltlatlves towards privatlzation of
the Company alongslde other pubtic sugar mllls which lncludes wrlte off the Gompany's long-term debts.

Deferred tax ls calculated on all temporary differences under the liabllity method uslng the enacted tax rate, cunently 30%. The

net defened tax liability at year end ls attrlbutable to the followlng ltems:

Accelerated capltal allowances
Revaluatlon surplus
Blologlcal assets
Tax losses carried forward
Provlslons for liablllties and charges

Net defened tax llablllg

The movement on the defened tax account was as follows:

)Uv\

vJo(

000\)

0000

(7,398,393)
116,040,418
(35,607,179)
(61,075,699)
(11,959,147)

n0(

The movement on the defened tax account ls as follows:

Balance at beginnlng of the year

Credlt to revaluation reserve
Defened blological assets
Under provlslon in prloryear
lncom e statement charge/(credi0

)00(

0U"\)

(1,094,599,329)
116,040,418
(35,607,179)

(7,398,393)
)0q
)ofi

Balance at end ofthe year

32
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NOIES T0 IHE Fll{Al{CUtt SIAIHIETIIII (ConUnued)

32 DEFERRD INCOME

Prepaid sugar sales

Prepald molasses sales

33 IRADEAI{DOIHERPAYABT.ES

122,517,511
2,037,801

99,882,409

L24,549,3t2 99,882,408

Trade payables - cane
Trade payables - credltors
Accrued expenses-payroll
Accrued expenses-staff
Other payables

VAT payable

PAYE payable

WHT payable

SDL payable

ML payable

Accrued tax penalties & interest

At lstJuly2020
Provlslon forthe year

Paid during the year

At30hJune2021

At lstJuly2019
Provlsions for the year

Pald durlng the year

336,393,196
287,096,916

1,,072,264,885
5,359,093

134,849,930
1,8:15,964,021

948,502,616
799,207,900

10,853,325
474,109,867

{,269,365
1,L49,275,9t2
3,38:1,218,985

229,117,145
3,756,120

(4L,244,0221

226,377,980
2,739,165

==E!raEaEcE=

279,278,454
339,787,069
926,379,003

2,976,405
136,912,569

1,885,333,499

908,556,264
720,796,003

10,734,744
474,109,867

819.871
995,682,23t

3,110,099,391

5,219,18:1,006 4,796,031,890

34 RmRtr E{f BEtlEItOBUGAn0ilS

Ihe Company operates a deflned contdbutory scheme for all managerlal employees engaged on permanent tems. Managerial
emptoyees engaged on contract terms are entitled to gratulty payment. Unionisable employees are entltled to retirement
benefits based on years of servlce the liabllig at the end of the yearwas as follows:

13,365,184
8,495,925

(7,347,892)

242,48,2,329
t2,252,045

(48,591,914)

L4,5L3,217 191,829,2/8 208,142,460

11,251,100

?,1.1,4,084

237,629,079
4,853,250

13,385,184At30$June2020

33

22g,llT,l45 242,82,329
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34 REIIRilIBITBE{EFITOBUGAIIOITIS

The company also contributes to the statutory Natlonal Socla! Securlty Fund (NSSF). Thls is a defined contdbuUon scheme

registered underthe Natlonal Social Securig Ac't.Ihe company's obllgatlon underthe scheme ls llmlted to speciflc contributlons

le$slated from tlme to tlme and ls cunently at Fshs200 per employee per month.

35 PROVISIOilH'RI..EAI'EPAY

Balance at beglnnlng ofthe year

Additiona/(Reductlon ofl provlsion at end of year

leave pald out or utlllsed dudng the year

Balancoatsnd ofthepar

21.,922,L08
(1,193,098)

15,751,002
7,133,611
(962,505)

20,729,011 2l,gul,loB

36

Provlslon for annual teave pay ls based on serulces rendered by full-time employees up to the end of the year,

DMDETIDSPAYAB1E

The balance of dividends payable relates to unclalmed dividends of 2001,/2002 financial year, payable to ordlnary

shareholders. Ihebalanceasat30ttrJune2021wasIshs.9,699,787(2020:Kshs.9,699,787).

37 iIOIESTOIHESTAIEIIIE{TOFCASHFLOTYS

(al (a) Reconciliation of operatlng profl/(loss) to cash generated from/(used ln) operations

0perating prollt/(loss)
Depreciation
Nucleus Btate cane
Fah value (galn)/loss on valuatlon of blologlcal assets
(Galn)/loss on dlsposal of flxed asset
Eamed lnterest lncome
Accrued lnterest expense
lnterest and penaltles on tax and penslon anears

Reti rement benefit expenses
Staff leave provislon

Bad and doubtful debt
Accrued expenses

0peratlng profiV(loss) before worklng capital changes

(lncrease)/decrease ln inventorles
(lncrease)/decrease ln trade and other recelvables

lncrease/(decrease) ln trade and othet payables

(84,506,785) (328,298,209)

(549,280,557)
154,804,063
88,637,038

(38,569,783)
6,t74,775
(518,630)

78,000,260
188,695,845

t2,252,045
(1,193,098)
21,017,688

(44,526,430)

(694,566,052)
154,356,102
68,477,t25

(90,790,785)
2,135,094

(3,015,723)
37,191,750

174,983,311
4,853,250
7,133,611
6,011,667
5,032,440

(54,934,250)
(116,719,158)

243,123,745

(13,038,/HA

54,380,604
(25,401,654)
319,237,017

19,917,757
s--r-BB--S=3

Cesh gonorabd fiom/(usod ln) opentlom

34

----------Ba
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g7 NOIESMIHESTAIEIIE{IOFCASHFIOWS

p) Analysls of dnngeo ln toans

Balance at beginnlng ofthe year

Receipts durlng the year

Repayments durlng the year

Repayments of previous year's acclued interest
Forelgn exchange (galns)/losses
Accrued lnterest

Balanco at end oftie yrar

(c) Analyrh of cash and cash equhnlenb

Shortterm deposlts
Cash at bank
Cash In hand

Balanco at snd of tte year

(d) Analyslsoflnbructpald

lnterest on loans (note 14)
lnterest on bank overdraft (note 14)

Balance at beginnlng ofthe year
Balance at end ofthe year (note 35(b))

lnterest paid

(o) Analysbof dMdend pald
Balance at beglnnlng of the year
Pald durlng the year
Balance at end ofthe year

Dlvldend pald

3,582,742,5L5
0

(14,128,684)
0
0

78,000,260 37,191,750

3,848,614,091 2,979,2i17,305

(53,634,083)
995,364

(52,E:t8,719)

78,000,260.2
0

78,000,260
941,696,959

(1,019,697,219)

2,650,995,339

5,032,440
(1,4,982,2231

It,702,943
359,567

12,082,510

37,191,750

37,191,750
905,068,697

(941,696,959)

563,488

9,699,787

(9,699,787)

9,699,787

(9,699,787)
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38, REAIETPARIYDISCT0SUREII

(a) Gorummentof l(orya

The Government of Kenya ls the prlnclpalshareholder of the Company, holding 100% of the Company's equlty lnterest'

Other related partles lnclude:

l) The Parent Mlnlstry;
lD County Govemment of Klsumu

lil) Key management;
lv) Board of directors;

(b) tansadonsilth nlatcd padee

a) GranbfiomtheGowmmont

Grants from Natlonal Govt

TffiI

b) l(eymanagementoompensilon

Directorc' emoluments
Compensatlon to the CEO

Compensatlon to key management

Totrl

74,541,179

g=a-c=ze=e=z

74,54L,L79

4,342,742
9,159,622
3,320,232

87,ooo
4,723,263
3,320,232

9,130,495 16,821,596

39 CAPIIAICOMM]If,IE{IS
Capltal commltments at the year- end for which no provision has been made ln these financlal statements are:

Amounts authorlsed and contracted fol
Amounts authorlzed but not contracted for
Less: Amounts included ln Work ln progress 22,252,033 1.,235,542

22,252,033 L,235,542
EE-!g-At-!t-

The capltal commltments retate prlmarlly to lmmature bearer plant whlch ls plant cycle sugarcane of 0 to 6 months.

36



a

+Chemelll Sugar Company llmlted

Annual Reporb and Flnandal Stabmenb
Forthe vear ended June30.2021

NOIES I0 IHE FIN/tNCUlt SIAIBIE{IS (ConUnueo

40 C0]{I|NGRITUABILmES

4l

The Company ls a defendant ln various lltlgatlons and clalms which arose in the ordinary course of buslness and whose amounts
are shown below:

Legalclaims against the Company 433,207,595 660,000,000

433,207,595 660,000,000
=tt= Ea=I aE=E

A provision of 10% 12020: 10%) of this amount has been made ln the books as the dlrectors betleve, based on lnformauon
currently avallable that the ultlmate resolution of these legal proceedings is not likely to have an effect in the operations of the
Companythat ls materlally atvarlance wlth the amount.

GOII{GCONCERI{

Ihe Compan/s curent llablllues exceeded lts cunent assets by 5,580 million as at 30tt,June 2021 (2020: Fshs 4,?42 million).
ln addltlon, the Company lncuned a loss of Kshs. 549 mlllion durlng the year (2020: lshs 694 mllllon) bringlng the cumulative
loss to Kshs 8,296 mlllion by 30n lune 2021. Ihe bulk of cunent and non-cunent liabilities are owed to Kenya Revenue
Authodty and Commodities Fund respestively. the Company has been lnconslstent ln remlttance of taxes and defaulted ln
repayment of loans due to cash flow constralnts arlslng from operations below capaclty because of sugarcane shortage and
factory lnefficlency following 8 years of operation without any maJor malntenance.

As stated ln note 31, prevlous settlement demands by CommodiUes Fund has been neutralized bythe government of Kenya,s
lnitiatives towards privatizatlon of the Company alongslde other publlc sugar mllls. The privatization process lnvolves debt write
offs and waiver of tax penalties and lnterest on outstanding taxes to restructure and make the Companles' balance sheeh
attractive to prospectlve investorc. The govemment has not revoked a letter lssued to KRA by NationalTreasury in December
2015 puttlng on hold tax clalms amountlng to Kshs.1.9 bllllon until completion of privatization prccess. Pdvauzailon is also
expected to result lnto lnJectlon of lnvestment funds into the factory to enhance efflclency of operations.

Meanwhile, sugarcane development and husbandry has greatly lmproved followlng government intervention in 20L9/2020 by
paying farmers anears. As a result, cane supply to the factory durlng the year was 3.5 tlmes hlgher than prevlous year and wai
the highest in 7 years. Consequently, the Company posted a reduced loss and forecasts even better performance the following
year. This has been enhanced by the recent direc'tive by the president of Kenya durlng MashuJaa day celebrations of 20il
October 2021 that Kshs.1.5 bllllon be allocated towards supportlng maintenance of Kenyan public sugar factories and payment
of farmerc arears.

lf above lnteruentlons are fulty lmplemented, the uncertainty as to the Company's abllig to continue as a golng concem to reallze
its assets and dlscharge lts llabllitles in the normal course of buslness.
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42 Eil/IilCUITRISKMA]IAGEIIIETIT

Ihe Company's activities expose it to a varlety of flnanclal rlsks lncluding credit and liquidity dsks and effects of changes in
forelgn currency. The company's overall rlsk management programme focuses on unpredlctabllig of changes in the business
envlronment and seeks to minlmlze the potentlal adverse effect of such risks on its performance by setting acceptable levels of
risk. The company does not hedge any risks and has in place policies to ensure that credit is only extended to customers with an

established credlt hlstory. Ihe Compan/s financla! rlsk management obJectives and policies are detalled below:

0 crodltilsk

Ihe Company has exposure to credit rlsk, which is the risk that a counterparty will be unable to pay amounts ln full
when due. Credlt risk arlses from cash and cash equlvalents, and deposlts wlth banks, as well as trade and other
receivables and available-for-sale fl nancial lnvestments.

Management assesses the credit quallty of each customer, taking into account tts financlal posltlon, past experience
and other factors. lndlvldual rlsk llmits are set based on lnternal or external assessment ln accordance wlth limlts set
by the directors. The amounts presented in the statement of financlal posltlon are net of allowances for doubtful
receivables, estlmated by the company's management based on prior experience and thelr assessment of the current
economlc envlronment

The carrylng amount of flnancial assets recotded ln the financlal statements representlng the Company's maximum
exposure to credlt rlsk without taking account of the value of any collateral obtalned is made up as follows:

lGhs lGhs lGhs
At30June202l
Receivables from exchange Uansactlons
Recelvdbles from non-exchange transactions
Bank balances

Total

At30June2020
Recelvables from otchange transactlons
Recelvabtes from non-exchange transactlons
Bank balances

Total

486,411,187
305,687,743
(53,632,583)

738,486848

477,642,668

327,481,,780

11,,704,444

816,828,891

39,682,008
244,576,345
(53,632,583)

23O0i25,770

33,832,984
266,370,381

11,704,444

311,907,809

446,729,179
61,111,399

0
507,840,577

443,809,684
61,111,399

0

504,921,082

Ksl

446,729,11
61,111,3!

507,940,5i

443,809,6[
61, 111,3(

504,921,0[

0 Crcdltdsk(ConUnued)

The customers under the fully performlng category are paylng thelr debts as they contlnue tradlng. The credlt risk
assoclated wlth these receivables ls mlnlmal and the allowance for uncollectlble amounts that the company has
recognlsed ln the financial statements ls consldered adequate to cover any potentlally lnecoverable amounts.

The Company has slgnlflcant concentration of credlt risk on amounts due from farmers ln relation to amounts
advanced forcane development. Much ofthis has been provlded for.

Ihe board of dlrectors sets the company's credlt policles and obJecttues and lays down parameters wlthin whlch the
various aspects of credlt rlsk management are operated.
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42 FII{AT{CUIIRISKIIIAIIAGEilBIT

lD UquHl$dstrmanagoment

At30June2021
Trade payables

TaxArrears
Other Payables
Current portion of bonowlngs
Provlslons
Deferred income
Employee beneflt obligatlon
Tot,I

At30June2020
Trade payables

TaxArrears

Other Payables
Current portion of bonowings
Provlsions

Defened income

Employee benefit obllgation

Total

Ultlmate responsibility for llquidi$ risk management rests wlth the Company's dlrectors, who have built an appropriate
liquidlty rlsk management framework for the management of the Company's short, medium and long-term funding and
liquldity management requlrements. The Company manages liquidity rlsk through contlnuous monltorlng of forecasts and
actual cash flows.

Ihe tabte below represents cash flows payable by the company under non-derlvaUve flnanclal llabilltles by tholr remaining
contractual maturities at the reportlng date. The amounts disclosed in the table are the contractual undiscounted cash

flows. Balances due wlthin 12 months equal their carrylng balances, as the impact of discountlng is not signiflcant.

53,913,225
45,443,977

42,047,9t2
16,985,659

527,528,976
2,L71",513,442

34,849,930

623,490,112
2,233,943,073

134,849,930
0

1,170,004,923
L24,549,312
206,142,460

4,492,979,811

no( 619,065,522

2,1 15,016,149

136,912,569
loo( 74,L28,684
m( 1,017,604,341

ux 99,882,408

m 4,245,092,002

Dq
m
m(
m

xxx

Dq
)m(

xxx

m(

ffi
m
xxx

m
x[

m
)0c[

m
x

)(xx

Y.P(

Xn
)(n
Xlx

Xq

(llD Mad<etdslr

The board has put ln place an internal audit function to assist lt ln assesslng the rlsk faced by the entlg on an ongolng basis,
evaluate and testthe deslgn and effectlveness of lts lnternal accountlng and operational controls.

Market rlsk ls the rlsk arising from changes in market prices, such as lnterest rate, equig prlces and forelgn exchange rates

which will affect the entrys lncome or the value of lts holdlng of financial lnstruments. Ihe objective of market rlsk
management ls to manage and control market risk exposures withln acceptable parameterc, whlle optimlslng the return.

Overall responsibilig for managlng market rlsk rests wlth the Audlt and Risk Management Commlttee.

The company's Flnance Department ls responsible for the development of detailed rlsk management pollcles (subJect to
review and approval byAudlt and Rlsk Management Commlttee) and forthe day-to-day lmplementation of those policies.

There has been no change to the entlty's exposure to market risks or the manner ln whlch lt manages and measures the dsk.
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42 HltlAI{CUltR|SKlrlrwGElmlf Gontnued)

(lD Madctdsk(CorUnued)

a) Fontpunencydsk

At30June2021

Flnanclal ass6
Cash

Debtorc

Flnanclal lJablllUes
Trade and other payables

Borrowlngs

The Company has transactlonal cunency exposures. Such exposure arlses through purchases of goods and servlces
that are done ln cunencies otherthan the local cunency. lnvolces denominated ln foreign cunencies are paid after30
days from the date of the lnvolce and converclon at the time of payment ls done using the prevalling exchange rate.

The carrylng amount of the Company's foreltn currency denomlnated monetary assets and monetary liabllities at the
end of the reporting period are as follows:

31,390,821

823,681,904 2,438,392

855,074725 2438,392

31,390,821

826,L20,296

857,5ll,lll

5,239,311,043 6,097,567 5,245,409,610
3,646,614,091 - 3,646,614,091
9,892,02:2,701 0,097,587 8,gg2,OA2,7Ol

Ihe Company manages forelgn exchange rlsk form future commerclal Uansactions and recognised assets and
llablllties by proJectlng for expected sales proceeds and matching the same wlth expected payments.

010 Madotilsk(Conflnued)

b) Intorutrate dsk

lnterest rate rlsk is the risk that the Company's flnanclal condition may be adversely affected as a result of changes in
Interest rate levels. The company's interest rate risk arises from bank deposlts. This exposes the company to cash flow
interest rate rlsk. The lnterest rate rlsk exposure arlses malnly from interest rate movements on the company's
deposlts.

Management of interest nte isk
To manage the lnterest rate risk, management has endeavoured to bank wlth institutions that offer favourable lnterest
rates.
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42 FlNrlNCUltRISKItlIlNIlGSrEtIf(Conflnued)

M Capltal RlskManagement

Ihe obJective of the Company's capital risk management ls to safeguard its ability to continue as a going concern.Ihe
Company capitat structure comprises of the followlng funds:

tNcoPoRAnoit

The entity ls incorporated in Kenya underthe Kenyan Companies Act and is domiciled in Kenya.

EVBTTS AFTM IHE REPORNilG PERIOD

fhere were no material adjustlng and non- adJusting events afterthe reporting period.

CURRE{CY

Ihe financialstatements are presented ln Kenya Shlllings (Kshs).

/B

M

4s

Revaluation reserue 4,614,544,226 4,674,544.226
Retained eaminEs (8,295,955,399) (7,746,674,8411

211.597.620 211.591.620Capltal reserve

fit.469.819.553) 4.920.538.995tTotaltunds

Total bonowin(s 3,646.614,091 3.568,613.831

Less: cash and bank balances 52,638,719 (12,062,510)

Net deW(qcess cash and cash equlvalents) 3,899,252,810 3,556,551,321

Goadng lal2% 55995

4l


