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KEY ENTITY INFORMATION

Background Information

Western Kenya Rice Mills (WKRM) Ltd was incorporated in 1993 under the Companies Act,

CAP 486(now repealed and substituted with Companies Act 2015). National Inigation Board

(60% shareholding and Western Kenya Schemes Rice Farmers at 40Yo of shareholding) jointly

owns the Company. The Company is domiciled in Kenya and is located in Kisumu County.

However, because the farmers have never completed their payment, the current state is that NIB

holds 76.5%, Ahero Scheme farmers ll.7yo, West Kano Scheme farmers 5.7o/o and Bunyala

Scheme farmers 6.1%

Principal Activities

The principal activity of the Company is processing and marketing of milled white rice mainly

from Western Kenya Schemes. However, due to changes in the business environment, the

Company sometimes deals in the marketing of paddy and also purchasing of processed rice and

selling to its customers.

The mill has an installed milling capacity of 3.5 metric tons per hour, but which is not maximized

due to inadequate market outlets.

The mill markets its products as Aromatic Pishori and Non-Aromatic Ahero Rice. The by-

products are mainly: Broken rice, Chicken feed and Rice bran

WKRM also undertakes commercial milling on behalf of clients. Our major client is National

Cereals and Produce Board (NCPD). Our target customers are Vendors, Schools, Universities,

Hospitals and Institutions like KNTC, wholesalers and individual buyers.
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BOARD OF DIRECTORS

Hon. Eng. Joshua N. Toro - Chairman

Hon. Eng. Joshua Ngugi Toro was appointed as the
Chairman of NIB Board of Directors on May 3,
2019 via the Kenya Gazette special issue Vol.
CXXI.56. He holds Bachelor of Science Degree in
Mechanical Engineering from the University of
Nairobi. He is a registered Engineer by Engineers
Registration Board and a member of the Institution
of Engineers of Kenya.
His Engineering career started immediately after
graduating in 1977 at Kenya Railways Corporation
(KRC). While at KRC, he was seconded to the
Union of African Railways Headquarters in
Kinshasa, Democratic Republic of Congo as Head of
Engineering between 1989 and 1992. The Union is a
specialized agency of the African Union (AU)
responsible for the promotion of railway network
interconnection and transportation of goods and
passengers within African Countries. As Head of
Engineering, he was responsible for research and
feasibility studies, policy development for
acquisition, design, renewal and standardization of
rolling stock and equipment and evolution of
maintenance standards for the members' railways.
The Government of Kenya accorded him Diplomatic
status during this period (1989 to 1992).
Hon. Eng. Toro served as a Member of Parliament
for Kandara Constituency for ten (10) years from
1997 to 2007. H.E Mwai Kibaki, who was the
Official Leader of Opposition then, appointed him
shadow Minister for Roads, Public Works and
Housing in parliament for five (5) years between
1997 and2002.He also served as the Vice Chairman
of the Parliamentary Committee for Labour, Health,
Housing and Social Welfare between 1997 and
2002.
He was appointed by the then President H.E Mwai
Kibaki as an Assistant Minister for Roads, Public
Works and Housing for five (5) years between 2003
and 2007. While in Parliament, he served as

Member of African Parliamentarians Network
Against Corruption (APNAC) that is affiliated to the
Global Organization of Parliamentarians Against
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Corruption between 1997 and2009.
Hon. Eng. Toro was one of the pioneer members of
the Board of Directors of Kenya National Highways

Authority (KeNHA) that established it from scratch

to the current formidable organization it is today. He
was a Board member at KeNHA for five (5) years

between 2008 and 2012 where he also served as the

Chairman of the Board's Technical committee
alongside being a member of the Audit and the

Procurement Oversight Committees.
His background in Engineering and experience in
the various leadership roles will help him lead NIB
in implementing its mandate so as to effect and

promote the Government's Big4 Agenda on Food

Security and Nutrition.

MR. MUDZO KUHENDERWA NZILI-
CHAIRMAN

Mr. Mudzo was appointed as the Chairman to the

Board on 5th June 2018. He holds Master's Degree

in Business Administration (MBA) from Kenya
Methodist University (KeMU) Nairobi Campus,

Bachelor's Degree in Travel and Tourism
Management (First Class Honors) from Kenya
Methodist University (KeMU) Nairobi Campus) and

Diploma in Tourism and Business Studies. He

brings in wide range of leadership experience. He

served as the chairperson of Kenya National Union
of Teachers (KNUT), Vice Chairperson NHIF,
Acting Chairperson NHIF, Assistant Deputy

Secretary General Kenya National Union of
Teachers, Assistant Secretary General, Kenya
National Union of Teachers, member of National
Executive Council Coast Region (KNUT) and

Executive Secretary (Kinango Branch) KNUT. He

also attended African Corporate Governance

Conference in Johannesburg South Africa and

Universal Health Training in Thailand.

vl
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MR. GITONGA MUGAMBI - MANAGING
DIR,ECTOR

Mr. Gitonga Mugambi was appointed the General
Manager of National Irrigation Board on I st August
2017. He is also the Managing Director of the
Company by virtue of him being the General
Manager of the National Irrigation Board. He holds
Bachelor of Science degree in Agriculture from
University of Nairobi and holds MBA in Strategic
Management from Kenya Methodist University. Mr.
Gitonga Mugambi is a well-accomplished
agriculturalist with experience of over 25 years in
Planning and Strategy, Resource Mobilization,
Formulation of irrigation development programmes
such as Economic Stimulus Progtamme. His
experience is valuable in policy formulation,
implementation and management of Western Kenya
Rice Mills Ltd.

STEPHEN IKUA, REPRESENTATIVE OF THE
PRINCIPAL SECRETARY, STATE
DEPARTMENT OF IRRIGATION, MINISTRY
OF AGRICULTT'RE LIVESTOCK FISHERIES
AI\[D IRRIGATION

Mr. Stephen [kua, representative of the Principal
Secretary, State Department of lrrigation, Ministry
of Agriculture, Livestock, Fisheries and Irrigation.

He holds a Bachelors of Arts Degree from
University of Nairobi and Masters in Business
Administration, Strategic Studies from Moi
University. He has also attended a number of local
and overseas courses.
He has served the Public Service in various
capacities from a District Office, District
Commissioner, and County Commissioner. His
experience in Public Service spans 30 years.

vll
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MR. MICHAEL CONGO OUMA, NON
EXECUTIVE DIRECTOR

Mr. Michael Congo Ouma joined the Company's
Board on 29th May 2018. He is a Non-Executive
Director representing Magombe Multi-Purpose Co-
operative Society Ltd, an umbrella Society of
farmers in Bunyala Irrigation Scheme and a

shareholder of the company.

His previous assignments include, a member of the

Steering committee Bunyala Family Development
project funded by World Vision Kenya from 1988-

1997, Secretary to Ford Kenya Budalangi Sub-

Branch in 1996 and Councilor Bunyala South Ward
as well as Chairman of the Full Council (Busia

County Council) from 1999-2007.

t MR. OBURA OWUOTH, NON - EXECUTIVE
DIRECTOR

Mr. Owuoth was appointed to the Board on 5th

December 2015 as a non-Executive Director
representing West Kano Farmers' Co-operative
Society Ltd. He has been the West Kano farmers
scheme Chairman since 1981. He previously served

in the Board between 1994 to 2001 .

He is a holder of Association of Chartered Certified
Accountants (ACCA) part 2 certificate. He has

previously worked as an Accounts Assistant with
Kenya Shell & British Petroleum and Kenya
Power as Deport Manager in Nairobi.

He was appointed a councilor representing Kawino
Ward, Kisumu County from 1983 to 1988.

vill
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MR DAVID ODHIAMBO NDHINE, NON-
EXECUTIVE DIRECTOR

A Committed lecturer with over 6 years' experience.
He holds an MBA in Finance, a Post Graduate
Diploma in Marketing and A Bachelor of Arts in
Administration.

He was the Centre Manager/ Lecturer at Dalc
Education from 2010-2013. Principal/Lecturer at

Ribm Maseno University, Migori Campus as from
August 2013 to May 2014. Part-Time Lecturer at
Kisii University as from April 2016 to August 2017.

He is currently a Part-Time Lecturer at Laikipia
University from April 2015, at Jaramogi Odinga
Oginga University, teaching undergraduates;
Financial management, Marketing strategy and
planning, Business Ethics and Cost Accounting

{

MR. JOE PETER ONYANGO,
EXECUTIVE DIRECTOR

NON-

Mr. Joe Peter Onyango joined the Company's Board
in 2012. He is a Non-Executive Director
representing Ahero Multi-Purpose Co-operative
Society Ltd, which he joined as a member in 1994.

He is a retired Career Banker having served
Barclays Bank of Kenya Ltd for 29 years in various
capacities including Branch Manager in various
towns, Operations Manager, Advances (Risk)
Manager and Branch Accountant. He is also a Tutor
in the profbssion.

Mr. Onyango brings vast knowledge, experience,
leadership gained from irrigated. and rain fed rice
fanning, horticulture, poultry, pig, bee keeping and
fish farming in the region.
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MR JASHON ONG'ANY, NON-EXECUTTVE
DIRECTOR

Joined the board in 2019 representing Ahero
Multipurpose Co-operative Society. He is a retired

police officer, was holding the post of senior

superintendent ofpolice having served for 34 years.

He headed various countries on criminal
investigations within the Republic of Kenya.

He is also a holder of Diploma in public Relations

and Ethics from Kenyatta University and a holder

Masters degree in Peace Conflict studies from
Kampala University. He is currently a director of
Jashon Security Services (a company dealing with
investigations and security management). He is also

a staunch rice farmer at Ahero Irrigation Scheme.

i\

MR. CHARLES KAIRU - ALTERNATE TO
PRINCIPAL SECRETARY, MINISTRY OF
FINANCE, NON-EXECUTIVE DIRECTOR

Mr. Charles Kairu was appointed to the Board on

l4th October 2015 as alternate Director to the

Principal Secretary, National Treasury. He is a

holder of a Master Degree in Development

Economics from Williams College, USA and a
Bachelor's Degree in Economics from the

University of Nairobi. He has over 30 years'

experience in the Public Service and is currently

serving as Senior Assistant Director in the Public

Debt Management Office at the NationalTreasury.

x
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MANAGEMENT TEAM

The management team comprises of the Managing Director, the Deputy General Manager and the

Company Secretary as follows:

Mn Gitonga Mugambi, - Monaging director.

Mr. Gitonga Mugambi was appointed the General Manager

of National Irrigation Board on lst August 2017. He holds

Bachelor of Science degree in Agriculture from University

of Nairobi and holds MBA in Strategic Management from

Kenya Methodist University. Mr Gitonga Mugambi is a

well-accomplished agriculturalist with experience of over

25 years in Planning and Strategy, Resource Mobilization,

Formulation of irrigation development programmes such as

Economic Stimulus Programme. His experience is valuable

in policy formulation, implementation and management of
National Irrigation Board.

-efis,
*;a-$
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Mr. Daniel Atula Masatia, - Deputy General Manager -
Operation and Iruigation Management Services.

Mr. Daniel Atula Masatia was appointed to the post of
Deputy General Manager Operations of National Irrigation

Board on lst February, 2018. He holds Bachelor of
Science degree in Agriculture from University of Nairobi

and is currently pursuing his MBA in Strategic

Management. Mr Daniel Masatia is a well accomplished

agriculturalist and manager with experience of over 25

years in scheme, projects and research operations, planning

and Strategy formulation and implementation, Resource

Mobilization, Formulation and execution of irrigation
programmes ranging from development to operations. His

experience and expertise is valuable in policy formulation

and in the provision of irrigation services.

xl
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Mr. Dennis Banda Aroka,, - LLB (HONS.), EMBA,
FCPS (K) - Company Secretary.

Mr. Dennis Banda Aroka-Company Secretary of National

Irrigation Board and Westem Kenya Rice Mills. Prior to
joining the Board in2012, he had practiced as a consultant

Company Secretary and held other similar positions for

over 20 years. He holds an Executive MBA from Moi

University. He also holds LLB (Hons) from Catholic

University of East Africa. He is a Fellow Member of the

Institute of Certified Public Secretaries of Kenya and has

previously held the position of Council Member of the

same institute
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Nancy M. Wambugu, Head of ICT

Nancy is currently the Head of ICT Services and Acting

Company Secretary at National lrrigation Board. She has

over l3 years of experience in ICT Infrastructure

operations, Information Security and Innovations in both

private and public sectors. She is a holder of BSC,

Information Technology, and currently undertaking MSC

Information Security at Strathmore University. She also

holds a Diploma in Computer Studies, CCNP, A+ and N+

Certifications. Her immersive contribution in ICT Service

delivery in the Public Service has seen her awarded a

Certificate of Excellence in Public Sector Innovation,20l I

Edition, by the Head of Public Sector in Kenya. She has

greatly contributed to the transformation of National

lrrigation Board in digitization and automation processes.

xlr
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CHAIRMAN'S STATEMENT

The year ended 30th June 2019 was a very challenging one in terms of achieving the company's

objectives. The company faced acute paddy shortage and loss of critical market, which led to low

production, and underutilization of the factory operations as the milling plant went down as from

June 2018 leading into a loss at the end of the year. This was occasioned by delayed paddy

payments by the county Government of Kisumu.

Despite the significant challenges faced by the company during the year under review, the Board

constituted and approved a taskforce to look into the operations of the company and recommend a

turn-around strategy that will give a road map to the recovery of Westem Kenya Rice Mills.

Capital outlay has been a serious challenge to the company making it unable to meet the demand

of the market. With cutthroat competition in the rice sub-sector, there is need to focus on putting

in place strategic measures to ensure that the company regains its position as the leading rice

miller in western Kenya. With the recommendations of the taskforce committee, I am optimistic

the company will raise over Kshs. 50M as working capital through loans to be able to remain

afloat and improve its business objective through paddy purchases, modemizing & improving the

milling plant, putting in place a marketing strategy and expansion of market outlets. The board

will remain steadfast in supporting the management acquire the necessary capital and human

resource so as ensure the mill turns in to profitability.

The future of the rice sub-sector will be vibrant due to the initiatives being implemented by the

Government under the Big 4 Agenda, specifically targeted at increased acreage under rice

production. We are therefore looking forward to aligning ourselves with the ever-changing

consumer and market needs, government policy shifts, and changing business environment. It is

our hope that once the mill is capitated, it will increase its turnover and eventually realize profits.

Finally, I wish to take this opportunity to convey my appreciation to my fellow directors for their

support and diligence and to the management and staff for their hard work.

Sign. Date.........t a J.p=I.

Hon. Eng. Joshua N. Toro

CHAIRMAN, WESTERN KENYA RICE MILLS LTD

xlll
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REPORT OF THE MAI{AGING DIRECTOR

I note the remarkable efforts and support accorded by the Board of Directors, Management and

staff during the 2018/19 FY. The performance of the company has declined as compared to the

tast financial year. The decline is attributed to the non-availability of the raw material (paddy)

during the year under review majorly due to harsh weather effects'

The core business of Western Kenya Rice Mills Ltd has been milling and marketing of rice

mainly from Ahero and West Kano Irrigation Scheme. In this way, WKRM has remained

committed to promoting the productivity of the schemes. The Mills endeavors to play pivotal role

in value-addition and generation of rural employment and economic growth for the local and

regional population. Our overall goal is to ensure food security, stable paddy and rice prices and

increased consumption of rice through improved market access. The year 2019 was a challenging

year for the company in execution of its core business because of inconsistent paddy supply due

to drought within the schemes that affected rice production as well as hailstorm effects occasioned

by the bad weather effects in the region.

Milling income dropped drastically over the year due to withdrawal of NCPB milling contract

owing to inefficient mill that had no color-sorter, moist polisher, and destoner, hence resulting

into low quality rice. Need to modernize the mill is compelling. To achieve profitability, we are

undertaking a number of initiatives to ensure that our products are available to our consumers on

time;

Capital investment for the business (Ksh.50M)

Strong and aggressive sales and marketing system, earning on commission basis to ensure

turnover.

Mill modernization to enhance efficiency and attract high number of customers.

Ensure systems for input - output monitoring, debts collection management, credit control

and reporting mechanism.

Streamline farmers' payment system to facilitate timely payment.

Open new retail outlets in new markets.

Consider private partnership engagements.

xlv
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Finally, it is important to note that, WKRM has delivered more Human welfare benefits in ways

not directly captured in audited financial reports. We have improved community welfare through

stable prices and provision of localemployment -both directly and indirectly.

To conclude, I once more appreciate our customers who have over the years continued to enjoy

our array of products and for that, we are grateful. We promise to work continuously to address

their ever-evolving needs. We also appreciate our suppliers, other business partners and regulators

for their invaluable support.

ra(q=lae*:Sign Date:

GITONGA MUGAMBI

MANAGING DIRECTOR, WESTERN KENYA RICE MILLS LTD

xv
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CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process by which organizations are directed and controlled with the

objective of increasing stake/shareholders value and satisfuing them. Boards of directors are

responsible for the governance of their companies. This is achieved by establishing a system of

clearly defined authorities and responsibilities, which result in a system of internal controls that is

regularly tested to ensure effectiveness.

Good Corporpte Governance seeks to promote:

* Efficient, effective and sustainable corporations that contribute to the welfare of society by

creating wealth, employment and solutions to emerging challenges.

* Responsive and accountable corporations.

* Legitimate corporations that are managed with integrity, probity and transparency.

*Recognitionandprotectionofstakeholderrights

..'. An inclusive approach based on democratic ideals, legitimate representation and

participation.

The pillars of successful corporate governance are:

* Accountability

* Fairness

* Transparency

..t Assurance

* Leadership

* Stakeholdermanagement.

The benefits ofcorporate governance include:

* Ensuring corporate success and economic growth.

i. Strong corporate governance maintains investors' confidence, because of which, company

can raise capital efficiently and effectively.

* It lowers the capital cost.

* There is a positive impact on the share price.

xvl
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Rice Mills Ltd, the Management places a high degtee of importanc€ on

sound control environment and applying the highest standards of operational

in all areas of its activities.

is responsible for the governance of Western Kenya Rice Mills Ltd and

business and operations of Western Kenya Rice Mills Ltd with integdty and in

generally accepted corporate practices, in a manner based on transparency,

and responsibility.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Company's turnover forthe current financial year is Ksh.7,108,484.00. While the previous

year had Ksh.24,798,050.00. Hence, 71.33% decrease as compared to the previous financial year

201712018. On the other hand, the cost of sales decreased from Ksh. 19, 03 I ,070 in the previous

year to Ksh. 8,094,785.00 in the current year. Thus resulting to 57.460/o decrease in cost of sales

when comparing the two financial years. This information is highlighted in the form of a bar

chart, on the next page (XVIII).

The Company's loss for the current financial year 201812019 increased from Kshs. 2,646,388 to

Kshs. 8,093,688 representing 205.83% increase. The company's loss has gone up in the current

financial year. It still faces challenges, which include the availability of cheap imported rice and

high cost of production for our local rice due to the high price of the raw materials.

The other challenge faced by the Company is the use of an old mill, which has been in use since

its inception in early 1960's. This has resulted to low recoveries of the finished product.

In order to turnaround the business of the Company, the management has plans of coming up with

both short term and long term business strategies. There are also plans by the management to

relinquish the responsibility of managing the day-to-day affairs of the Company by the National

Irrigation Board's staff. In order to achieve this, the management will have to engage personnel

who will be responsible for the day-to-day activities of the Company. The current situation is that

National lrrigation Board offers administrative services to the Company who then pay an agreed

percentage of3o/o ofthe total revenue at the end ofthe financial year.

xvlil
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Figure 1: X Axis represents Ksh. In Millions

25

10

20t9 20L8

I Turnover

I Cost Of Sales

n Operational Cost

E Loss

20

15

5

0

5

-10

xlx



WESTERN KENYA RICE MILLS.

Annual Reports and Financial Statements.

Forthe yearended June 30,2019

CORPORATE SOCIAL RESPONSIBILTY STATEMENT

The (CSR) movement aimed at encouraging companies to be more aware of the impact of their

business on the rest of society, including their own stakeholders and the environment.

Corporate social responsibility (CSR) is a self-regulating business model that helps a company be

socially accountable to itself, its stakeholders, and the public. By practicing corporate social

responsibitity, atso called corporate citizenship, companies can be conscious of the kind of impact

they are having on all aspects of society including economic, social, and environmental. To

engage in CSR means that, in the normal course of business, a company is operating in ways that

enhance society and the environment, instead of contributing negatively to it.

WKRM Ltd remains committed to provide continued suppoft to the farming communities residing

in our areas of operation. This is because we believe that our farmers' efforts are a force for good

and important for our growth. Some of the key corporate social responsibilities initiatives

undertaken during this financial year are:

o ECD School feeding program: The Company provided free transport of 5200 bags of

rice to over 20 schools across Kisumu County in January 2018. This is in support of the

county program towards ensuring every child going to school has access to food for

productive learning. We therefore milled, packed and transported 5200 bags of rice, which

had been procured by the county Covernment of Kisumu. This activity promotes

education particularly in rice growing regions.

o Environmental conservation; WKRM participated in environmental clean-up and tree

planting which coincided with World Environment Day on 5 June 2018. Riding on the

day's theme 'connecting people to nature ', the company cleaned, slashed bushes within

the villages and planted 200 trees in NIB compound. Additionally, an environmentalist

delivered a talk on environmental sustainability.

o Contribution of foodstuff to flood affected families; Western Kenya schemes majority

of which located in Kano plains experienced heavy flooding in the period May to July

2018. More than 100 families were displaced and evacuated to Ahero irrigation scheme

evacuation center. WKRM provided 20 bags of milled sindano rice towards feeding the

aff-ected families.

xx
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REPORT OF THE DIRECTORS

The directors submit this report together with the financial statements for the year ending 30fr

June 2019, which show the state of the Westem Kenya Rice Mills Ltd Company's affairs.

Principal actlvities

The principal activities of the Company are processing and marketing of milled white rice and

the By-products mainly from Western Kenya Schemes.

Results

The results of the Company for the year ending 30th June 2019 are set out on pages I to 3 of the

financial statements.

Dividends

The Directors did not recommend the payment of dividend for the year ending 30ft June 2019 as

the Company did not post any profits.

Directors

The Board of Directors for the Company comprises of the Chairman who is also the Chairman of

the NIB's Board of Directors, two National Government representatives. Namely; the PS-

National Treasury, Ministry of Agriculture, Livestock, Fisheries & Irrigation and the office of the

Inspectorate of State Corporations as an ex-officio member, the Managing Director who also

serves as the General Manager of NIB, the Chairmen of Ahero Multi-Purpose Co-op Society,

West Kano Farmers Co-op Society and Magombe Multi-Purpose Co-op Society. The farmers'

representatives' directorship only ceases once they stop serving in those capacities for their

Societies.
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For the year ended June 30, 2019

Auditors

The Auditor General is responsible for the statutory audit of the Company in accordance

Article 229 of the Constitution of Kenya, 2010 and the Public Audit Act 2015.

By Order of the Board

Sign

Ms. Nancy Wambugu
Ag. Company Secretary
Nairobi

Date t.al.qsl.eP*.e
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STATEMENT OF DIRECTORS' RESPONSIBILITY

Section 8l of the Public Finance Management Act, 2012 and Companies Act,2015 require the

Directors to prepare financial statements in respect of Western Kenya Rice Mills, which give a

true and fair view of the state of affairs of the Company at the end of the financial yearlperiod and

the operating results of the Company for that yearlperiod. The Directors are also required to

ensure that the Company keeps proper accounting records which disclose with reasonable

accuracy the financial position and responsible for safeguarding the assets of the Company.

The Directors are responsible for the preparation and presentation of the Company s financial

statements, which give a true and fair view of the state of affairs of the Company for and as at 30th

June 2019. This responsibility includes: (i) maintaining adequate financial management

arrangements and ensuring that these continue to be effective throughout the reporting period; (ii)

maintaining proper accounting records, which disclose with reasonable accuracy at any time the

financial position of the Company; (iii) designing, implementing and maintaining internal

controls relevant to the preparation and fair presentation of the financial statements, and ensuring

that they are free from material misstatements, whether due to elror 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 circumstances.

The Directors accept responsibility for the Company's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and prudent judgements

and estimates, in conformity with International Financial Reporting Standards (IFRS), and in the

manner required by the PFM Act, 2012 and the Companies Act,2015. The Directors are of the

opinion that the Company 's financial statements give a true and fair view of the state of Company's

transactions during the four quarters ending 30th June. 2019, 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

financial statements as well as the adequacy of the systems of intemal financial control.
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Approval of the financial statements

T\e Comparry's financial statements were approved on

behalf by:

Sign: ......

Director: David Odhiambo

Date:

Sign:........

Director: Michael Congo Ouma

Date:.......

and signed

Director: Jason

Date:
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Telephone: +254-(zo) 3 21 40oo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n h anc ing Ac c ount a b i I i tv

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooloo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON WESTERN KENYA RICE MILLS
LIMITED FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Western Kenya Rice Mills
Limited set out on pages 1 lo 22, which comprise the statement of financial position
as at 30 June, 2019, statement of profit and loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information 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 effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Western Kenya Rice Mills Limited as at
30 June, 2019 and of its financial performance and its cash flows for the year then
ended, in accordance with the lnternational Financial Reporting Standards and comply
with the Kenyan Companies Act, 2015 and the Public Finance Management Act, 2012

Basis for Qualified Opinion

1. Material Uncertainty in Relation to Going Concern

The statement of profit and loss and other comprehensive income reflects a loss of
Kshs.8,093,688 for the year ended 30 June,2019 (2018: losses of Kshs.2,646,388).
The statement of financial position similarly reflects a negative retained earnings
balance of Kshs.67,579,281 as at 30 June, 2019 (2018: negative balances of
Kshs.S1 ,576,126).

The above is an indication of the existence of a material uncertainty which casts
significant doubt on the Company's ability to continue as a going concern and to meet
its obligations as and when they falldue. The financial statements have been prepared
on a going concern basis on the assumption that the Company will receive financial
support from the holding company and its creditors. However, this material uncertainty

Report of the Auditor-General on ll/estern Kenya Rice Mills Limited for the year ended 30 June, 20 I 9



t
in relation to going concern and any mitigating measures put in place by the
Company's directors to reverse the undesirable precarious financial'performance
have not been disclosed in the notes to the financial statements.

ln the circumstances, the continued existence of the Company as a going concern
could not be confirmed.

2. Property, Plant and Equipment

As disclosed in Note 2 to the financial statements, the statement of financial position
reflects property, plant and equipment amounting to Kshs.3,215,104. As reported in
the previous year the balance excludes, undetermined value of land without tifle on
whlch the Company's buildings are located in Ahero, Kisumu County. The building
which hosts the offices has physical cracks on the walls and had been condemned b!
health officials in 2016 but the company continue to keep it under occupation. lt has
not been possible therefore to confirm legal ownership of the land.

Under the circumstances it was not possible to confirm the fair value of property, plant
and equipment as at 30 June, 2019.

3. Unconfirmed lnventories

As disclosed in Note 3 to the financial statements, the statement of financial position
reflects inventories balance of Kshs.3,965,840, an increase of Kshs.3,088,572 from
last year's balance of Kshs.877,268. Examination of stock sheets revealed that
although the stock items were itemized according to type of stock, the detailed values
were not provided.

Under the circumstances, the completeness and accuracy of the inventories batance
of Kshs.3,965,840 could not be ascertained.

4. Unconfirmed Share Capital

As disclosed in Note 6 to the financial statements, the statement of financial position
reflects share capital balance of Kshs.35,049,935 while records at the Registrar of
Companies reflects shares amounting to Kshs.32,728,600 resulting to a difference of
Kshs.2,321,335. Although the Management has attributed the difference to shares
acquired by farmers which are however not reflected in the Registrar's records, no
evidence has been provided to confirm the assertion.

ln the circumstanges, the accuracy, value and completeness of the share capital
balance of Kshs.35,049,935 could not be confirmed.

5. Unsupported Retained Earnings

As disclosed in Note 7 to the financial statements, the statement of financial position
reflects a deficit of Kshs.67,579,281 under retained earnings, which includes an

Report of the Auditor-General on W'estern Kenya Rice Mills Ltdfor the yeor ended 30 Jun, 2019
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amount of Kshs.7,909,467 described as prior year adjustment. No supporting
documentation was provided to support the adjustment.

Further, the schedules provided for audit reflect a deficit of Kshs.66,232,378 which
differs with the amount disclosed in these financial statements of Kshs.67,579,281 by
Kshs.1,346,903. The difference between the two sets of records have not been
reconciled or explained.

Consequently, the completeness and accuracy of retained earnings could not be
confirmed.

6. Long Outstanding Tax Remittance

As disclosed in Note 8 to the financial statements, the statement of financial position
reflects non-current liabilities balance of Kshs.10,440,517 against a tax liability as at
30 June, 2019 which has been outstanding for long. The amount includes unpaid
provision for tax on profits made during earlier years dating back to 1996. However,
penalties and interest in respect of the unpaid taxes have not been provided for in the
financial statements. This has, in effect, understated the tax provision and loss for the
year. Further, Management has not explained the reasons for reclassification of the
amount from a current liability to non-current liability.

Consequently, the company risks payment of huge penalties and interests over and
above the long outstanding unpaid taxes.

7. Variances in lnter Company Transactions

As disclosed in Note I to the financial statements, the statement of financial position
reflects a balance of Kshs.33,482,549. The amount relates to transactions between
the company and its holding company, National lrrigation Board (NlB). However, the
National lrrigation Board financial statements reflects an amount of Kshs.81,244,791,
resulting to an unexplained variance of Kshs.47,762,242.

Consequently, the accuracy and completeness of the NIB current Account balance of
Kshs.33,482,549 could not be ascertained.

8. Failure to Settle Long Outstanding Liabilities

As disclosed in Note 10 to the financial statements, the statement of financial position
reflects a balance of Kshs.1,752,387 under trade and other payables which includes
trade payables, others payables and audit fee dues.

No reason has been provided for the failure to settle the outstanding balances

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Western Kenya Rice Mills Ltd
Management in accordance with !SSAI 130 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other

Report of the Auditor-General on Ll/estern Kenya Rice Mills Ltdfor the.year ended 30 Jun, 2019
J



ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my 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 !nformation

The directors are responsible for the other information. The other information
comprises the report of directors as required by the Companies Act, 2015, and the
statement of the Directors' responsibilities which are obtained prior to the date of this
report, and the annual report which is expected to be made available after that date.

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

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
othenvise appears to be materially misstated. Based on the work I have performed
on the other information obtained prior to the date of this auditor's report, if I conclude
that there is material misstatement of this other information, I am required to report
that fact. I have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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 Lawfulness
and Effectiveness in Use of Public Resources sections of my report, ! 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

Reduction in Performance and Productivity

As disclosed in Note 11 to the financial statements, the statement of profit and loss
and other comprehensive income reflects a turnover of Kshs.7,108,484 representing
a drop of Kshs.17,689,566 or about 71o/o from the previous year's turnover of
Kshs.24,798,050. Further, during the year under review, the Company earned

Report of the Auditor-General on Western Kenya Rice Mills Ltdfor the year ended 30 Jun , 2019
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Kshs.5,937,100 from sindano rice sales against prior year's performance of
Kshs.16,122,620, representing a 63% drop in milling income.

The Company has not taken measures to improve its productivity. This is despite the
fact that the mill has sufficient milling capacity, enough drying floor facilities, enough
storage and the rice schemes have potential for expansion of paddy which is the raw
materialfor the Mill.

Consequently, the effectiveness in the use of public resources could not be confirmed

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
processes and systems of internal control, 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 Kenyan Companies Act, 20151 report based on the 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 my audit;

(ii) !n my opinion, 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 records;

Report of the Auditor-Generql on ll/estern Kenyo Rice Mills Ltd for the year ended 30 Jun , 20 I 9
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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 control as the 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.

!n preparing the financial statements, the 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, the 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 financial reporting process,
reviewing the effectiveness of how the Company's 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

Report of the Audilor-General on ll/estern Kenya Rice Mills Ltd for the year ended 30 Jun , 20 l9
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a 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, ! consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal control would not necessarily disclose
all matters in the internal controlthat might be materialweaknesses under the lSSAls.
A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

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

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

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

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

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 to continue as a going concern.

Report of the Auditor-General on llestern Kenya Rice Mills Ltd for the year ended 30 Jun , 20 l9
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a

a 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.

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

a

a

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

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

CPA N BS
AUDITOR.GENERAL

Nairobi

30 December,2021

Report of the Auditor-General on ll'estern Kenyo Rice Mills Ltdfor the yeor ended 30 Jun , 2019
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WESTI]RN KENYA RICE MILLS t-TD.

Annual Reports and Financral Statemcnts.

For the year ending June 30,2019.

WESTERN KENYA RICE MILLS LTD
STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2019

2018-2019
Kshs

94 785

7,108,484

2017-2018
Kshs

l9 031

24,798,050

0l

0l

(6,3n,442)
(465,544)
(330,400)

(7,620,415
(605,618)
(187,335)

107 ITotal Operating Expenses

ProfiU(Loss) before Taxation

Total Comprehensive Income for the year

Total Revenues

Turnover / Revenues

Cost of sales

Gross profit/ Loss

Operating Expenses
Administration Costs

Other Expenses

Board Members

Note

l3

l5

ll
t2

(8,093,688) (2,646,388)



WI]S]'I]RN KENYA RICE MII,LS I,1'I)

Annual Reports and lrinancial Statements.

For the year ending June 30, 20 I 9.

WESTERN KENYA RICE MILLS LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2OI9

Note 2,019
Kshs

2,018
Kshs

ASSETS

\on-Current Assets

Property, plant and equipment 2

'fotal Non-Current Assets

(lurrent Assets

3,2r5.r04 4,463,808

J,2 15,104 4,463,808

Invcntories
l'rade and other receivables

Flank and cash balances

J

4

5

1,965,840

2,t95,713
3,769,450

877.268
I 8.757.9 I 5

3 72.859

l'otal Current Assets 9.93 t -003 20,008,042

lJ,146,107 24,471.850

EQUITY AND LIABILITIES

Capital and Reserves

Ordinary share capital
Retained earnings

Capital and Reserves

6

7

15,049,935
(67,579.281)

3 5.049.93 5

(5t .576. I 26)

(J2,529,346) ( t6,s26,te D

Non-Current Liabilities
'Iix
NIB Current Account

Total Non-Current Liabilities

8

9

10,440,5 l 7

33.482,549

10.140.5 l7
27.950.094

43,923,066 t8^190-6r l

Current ities

Trade and other payables

Total Current Liabilities
l0 1,7 52,387 2.607.430

I,752,J87 2.607,{J0

TOTAL EQUITY AND
LIABILITIES

l.],146,107 24,,171,850

'lhc tinancial statements wcre approvcd by the Board on And signed on its behalf b1':

Sign Alff si Sign

MS. JOSEPH KIGOTHO
SENIOR ACCOUNTANT
NO. t7l6l

UGAMBI HON. ENC. JOSHUA N. TORO
CHAIRMANMANACING DIRECTOR

oare..t 8l.Q.al*.e*e.. DArE.!.3.t.$l.ac.+4..... DATE le(o=(aca.o..
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WESTERN KENYA RICE MILLS

Annual Reports and Financial Statements

For the year cnding June 30, 20 I 9.

WESTERN KENYA RICE MILLS LTD

STATEMENT OF CASH FLOWS FOR THE
YEAR ENDf,D 30JUNE, 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Deficit

Prior Year Adjustment
Depreciation
( [ncrease)(Decrease) in Inventories
(lncrease)(Decrease) in Receivables
(lncrease)(Decrease) in Payables

Nct cxsh generated from/(used in) opereting ectivities

CASH FLOWS FROM INVESTING ACTIVITIES

Net cesh genereted from/(used in) investing activities

CASH FLOWS FROM FINANCTNG ACTIVITIES

Net cash genereted from(used in) financing activities

Increase/(Decrease) in cash and cash equivalents

Cash and Cash Equivalents at the beginning ofthe year

Cash end Cash Equivalent et the end of the year

Disclosure (Prior year adjustment)
IGhs. 7,909,467.10

l. Issues to Farmers -recognition ofrevenue
2. Farmcrs total account. recognition ofrevenue
3. Jaramogi O. O. T. R. H - adjustment ofopening balance
4. KHABONDI WHOLESALERS -Recognition of past payment

5. Adjustment of medical inpatient- posted wrongly
6. Adjustment of medical inpatient- posted wrongly
7. Adjustment of medical inpatient- posted wrongly
8. Factory Spares

9. Sindano Rice Income - adjustment ofoverstated income

Notes

Kshs

(8,093,687.93)

(7,909,467.00)

343,403.00

3,088,572.43
l 6,562,203.00

(4,677,412.00\

Kshs

(2,646,388.00)

64,700.00
556,202.00

11,483,742.00
( l 2,326,09s.00)

2,032,488.00

(686J88.s0) (835Js1.00)

3,396,590.00

372,8s7.00

(835,3s l .00)

1,208,208.00

3,769,447.00 372,857.00

630.00
2, l s7,300.00

460,000.00
l 32,000.00
(26,221.00)

(9,6 18.00)

(3s,62s.00)
(473,996.90)

5,705,000.00
7,909,467.10
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WESTERN KENYA RICI] MILI,S,

Annual Reports and Financial Statements.

For the year ending June 30, 20 I 9.

PRODUCT RECOVERY OUANTITY KGS PRt(-r'./K(: KStfs Tr)TAI,
Non- Aromatic Grade l(lR Rice) 550/" 51 000 r00 s r00 000

Non- Aromatic Grade l(lTA Rice) 50o/" l 00 000 120 I 2-000.000
Aromati. Pishori Grade I 500/" 85 000 170 I 4 450 000

'Tl INCOME .l t.550.000

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
PERIOD ENDED 3OTH JUNE, 2019

BY

COMME L.

RECURRENT BUDGET FOR WKRM LTO FOR THE FY 2018/19

BY-PRODUCt RECOVT]RY
Il ATF OI, QUANTITY KGS

PRICE PER KG
tl.sr{q\

TOTAL
p ['vFNI IP/I.S1{S\

Broken Rice 40/" 20 000 50 I 000 000 00

Chicken leed 2o/o 10.000 35 1so ooo 00

Rran meal 100/" 5 750 t5 86 2s0 00
I'/ IN(-r)MF, r.d16 250 00

EXPECTED FROM QUANTITY(
BAGS)

UNIT PER B,\G
PRICE PER KG
rKSHS)

MILLS
INCOME(KS}IS)

N,C, P,B 50,000 75KCS 35 t75,000.00

OTHERS 50.000 75KCS 1.5 175,000.00

TOTAL INCOME .t/ INCOME 350,000.00

VOTES ORIGINAL AOJUSTMENTS FINAL BUDGET ACTUAL ON PERFORMANCE
BUDGET COMPARISON BASIS OIFFERENCE

2018t2019 2014t2019 201412019 201At20',t9201 8/201 9

Kshs Kshs Kshs Kshs Kshs
Exoected income 33.336.250 33.336.250 7.108.484 26.227.765
Exnenditure

95 I 2 200 000 2.120',154 79 846Salaries & Wagcs Adm 2.200.000
House allowance 961 l 56.000 r 56.000 156,000
Casual wages 957 600.000 600.000 554.804 45.1 96
Trainins exDenses 825

2t0 000 203.931 6.069Pension Fund Emplover 2 r0.000
Medical allowance 818 24.999 24.999 24,999
TransDort Exoenses 250.000 250.000 247.899 2.10',!
Travellins Exnenses 10.000 10.000 26.500 3.500
Travelline. Meals & Acc. 847 l.100.000 I.300.000 1,233,754 66,246
Electricitv - Factorv 9t4 450.000 450.000 411,348 38,652
Buildins mtce -Factorv 731 90.000 90.000 83,545 6,455
Offices 7l 10.000 10.000 10,000
Ceneral Administration Services 800.000 800.000 783.723 16.277

250 000 241 657 8 343Security Services 250.000
P & M mtce -Mills spares 64t 50.000 50.000 50,000
Motor vehicle mtce 621 160.000 160.000 15 1 ,318 8,682
Board exnenses 85r 150.000 150.000 330.400 19.600

15 000 33 746 1.254Printins & Stationerv 832 15.000
Subscription & Periodicals 842 r 30.000 I 30.000 120,699 9,301
Teleohones 9ll 20.000 20.000 18.250 1.750
Poslase 913 .500 500 450 50

t0 000 6.660Bank charaes 816 10.000 23,340
Office tea 846 6.000 6.000 5,040 960
Consumables 858 70.000 70.000 61.455 8.545
Audit F'ee 813 148.000 348_000 348.000

951 r8 400 t8 400 '18 400NSSF
Leave Allowance 810 53.604 53.604 53,604
Paddv Purchases 349 6.000.000 6.000.000 6.1 58,450 (158.450)
White rice Purchases 150

841Marketins /Advertisins
Fuel & Lubricants 9r6 300.000 300.000 277,900 22.100
Packins materials 250.000 250.000 8.'136 241 .864
Dcpreciation 54999 350.000 350,000 1,248,705 (898,705)



WESTERN KENYA RICE MILLS

Annual Reports and Financial Statements.
For the year ending June 30, 20 I 9.

NIB Admin & Accout. Fee 520 l0 230.000 230.000 213,255 16.745
Leqal and Proffessional Fee 40.000 40.000 32.306 7,694

Uniform and Protective clothine I 5.000 I 5.000 10.404 4.596
Totel Recurrent Budsct 14.827.503 14.827.503 15.202,173 {374.670)
Surnlus (Deficit) 18.508.747 18.508.747 (8.093.689) 26.602.436

Ceoital Budsct
Mill Modemization 40

Mills Rehabilitation 40 3.000-000 3,000,000
Purchase ofcomouter 52 s0.000 50,000
Purchase of ohotocooier 52 120.000 120.000
New office block 30 5.750.000 5.750.000
Fumihrre nurchases 52 l s0.000 150.000

Totel Caoitel Budset 9.070.000 9.070.000
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ACCOUNTING POLICIES
I Gcneral Information

Westem Kenya Rice Mills Ltd is established by and derivesits authority and accountability lrom the Companies

Act Cap. 486. The Company is partially owned by the Government (National Irrigation Board) and the larmers

under their Co-operative Societies.Which are;

i Ahero Multi-Purpose Co-op. Society Ltd.
ii West Kano Farmers Co-op. Society Ltd.
iii Magombe Multi-Purpose Co-op. Society Ltd.
iv Cost olsales is calculated tiom the opening stocks plus purchase minus the closing stock.
v We provide tbr bad and doubtlul debts that are over 5 years.

'l'he Companl."s principirl activity is processing and marketing of milled rvhitc ricc and the []y-products mainly tiom
Westcrn Kenya Schemcs.

l'or Kenlan Conrpunies Act rcporting purposcs, thc balanco sheet is rcprescntcd by thc statcnlcnt oftlnancial
position and thc protit and loss account b\ thc statcmcnt olprotit or loss amd othcr conrprehcnsivc income in
thesc tinancial staternents.

2 Stfltement of compliance and basis of preparation

-l-he tinanciirl statcn)cnts hal'c bccrr prcparcd on a historical c()st hlsis c\ccpt tbr tlrc rncasurcnrcnt at rc-valucd
lmount-i ol'ccrtain itcnrs ot'property. plant and equipnrcnt. inrpaircd a.sscts at thcir cstinratcd rccovcrable amounts

clctermincd liabilitics at thcir prcscnt valuc. Prcparation of'tlnancial statcments and actuarially in c<-rnttrrmitv ',vith thc

lnternational Financial l{cporting Stanclards (IFRS) allorvs thc usc ol'cstinratcs and irssumptions. It also rcquircs thc

rnanagcnrcnt to crcrciscjutlgcnrcnt in thc proccss ol'applying thc Conrpanl/s irscr)unting policics.

T'hc tinancial statcmcnts havc been pru'parod and prcscntcd in Kenva Shillings. which is thc tunctional and reporting
currcncy ot' thc cornpany.

.['he 
tinancial statements have been prcparcd in accordance with thc PI'-VI Act, and the lnternational Financial

Reporting Standards (IFRS). The accounting policies adopted have been consistcntly applied to alI the years

presented.

J Application of New and Revised International Financial Reporting Standards
(i) No rclcvant ncw'standards and amendments to publishcd standards efl'cctivc tbr thc year ended lOth June 2018 rvcre

used in the vear under revicrv.

Standard/.\mendnrent to a standard
lFt(S I 5: [l'cvcnuc tiorn (]ontracts

w'ith Clustomers (lssucd 28 llay 20ll)
i\pplicablc
to an cntit)/s
lirst annual
IITRS

llrtiLnei:rl

stale nlcn ts

tbr a pcriod
beginning
on or alicr
lst Jan 20ltl

Itjt{S I 5 providus a singlc. principlcs hascd tivc-stop nrodcl to bc

applicd to all contracts w'ith custonrcrs.-l'hc live stcps in the nrodcl
are as tollow's:

Itlcrttit_r' lllc cr)nlr]ct rr itlr tlrc cuit()nrcl
ldcntily the pcrlirrnrarrcc oLrligatiorrs irr thc contrac!
l)etermine thc transaction pricc
Allocate the transaction price to thc pcrtbrmance obligations in

thc contracts. Recognise revcnus rvhcn (or as) the entity satisfles a

pcrlbrmancc obligation. Guidancc is providcd on topics such it-s

the point in u'hich rcvcnuc is rccogrriscd, accounting tirr variablc
consideration, costs ol tulfilling and obtaining a contract and

various relatcd matters. New disclosures about revenuc arc also

introduccd.
Ilorvevcr. therc werc no contracl.s rvith customers rvithin the

financial under revicw

7

Effective date

IFRIC 22: Foreign Currency
Transactions and Advancc
Consideration(lssued 8 Dccember 20 l6)

Applicable to

annual
reporting
pcriods

beginning on
or after
lst Jan 2018

The interpretation addrcsses tbreign currency transactions or parts

of transactions where:

there is consideration that is de nominated or priced in a loreign
currency;

the entitv recognises a oreDavment assct or a dcferred

l



recognition ofthe related asset, expense or income; and

the prepayment asset or deferred income liability is non-monetary

The Interpretations Committee came to the following conclusion:

The date ol the transaction, lor the purpose of determining the

cxchange rate, is the date of initiat recognition ofl the non-monctary
prepaymcnt asset or det-erred income liability.

lf there are multiple payments or receipts in advance, a datc ol
transaction is established fbr each payment or receipt.

llowcvcr, thcrc rvcrc no contracts tvith customcrs w'ithin thc

tlnancial lcar under revicu'.

Rccognition of [)ct'erred Ta.r Asscts fbr
LJnrcalised L.osscs (Anrcndnlcnts to

Ir\S l2)
([ssucd l9 January 2016)

Amcnds IFRS l5 Revenue tiom Contracts with Customers to clarity
thrcc aspccts ofthe standard (identitying pcrfbrmance obligations,
principal vcrsus agcnt considcrations, and licensing) and to providc

sonrc transition rclicl'tbr moditicd contracts and complcted
contracts.

I'hc Company did not have any contracts rvithin the financial year

under rcvierv.

Claritications to IFRS l5 'Revenue tiom
C--ontracts with CustomDrs'

(lssucd l2 April 20 I6)

Et'tcctivc tbr
annual
pcriods

hcginni ng

on or alter
lst Jan 2018

{lisl]iR\ f,UtYA RICIi Iflt.t,S

.\J!u! R.Fnr d lrer.r sEh!:ilt
Fr & tEU.idinS luN 10, :019

Disclosurc Irritiativc (;\nrendnrcnts

to IAS 7)
([ssucri 29 Januarl, 20 I 6)

Etfectivc tirr
annual
pcritrds

bcginn irrg

on or alicr
lst Jan 2()17

Irt'tcctivc lirr
annual
pcriods

hcginn i ng

t,tt t,r lt li;l
lst .lan 201 7

ofthat in advance o[the

;\mcnds Ir\S l2 Income-l'axcs to clarity the tbllorving aspccts:

Unrcaliscd losscs on clcbt irtstruntents mcasured trt luir valuc and

nrca-,;urcd at cost tbr ta\ purposcs givc rise to a dcductiblc tcnlporar)
ditlcrcncc rcsardlcss of','vhcthcr the debt instrunrent's holdcr cxprcts
to rcco,"cr thc carrying amount olthc dcbt instruntcnt by'salc or br
t-lsri.

-l 
hc carrlinq anrount ofan asset docs not limit thc cstintation of

probablc tuturc ta.xable protits.

[:stinratcs tbr tuturc taxablc protits cxclude ta.x dcductions rcsulting
tiom thc rcvcrsal oldeductiblc tcmporary differences.

An entity assesses a delerred tax asset in combination with other
det'errcd tax assets. Where tax lalv restricts the utilisation oltax
losscs. an entity would assess a delerred tax asset in combination

'urith othcr dcfbncd tax assets of thc samc type.

l'hcrc wcrc no debt transactions within thc flnancial vear undcr

rcvic'ul.

,\rncrrds L\S 7 Statcnrcrrt ol'Clash [rlorvs to clarit,r' that cntitics shall

providc disclosurcs that enable uscrs ot'financial statements to

cvalui.rtc changcs in liabilitics arising tiom [inancing autivitics

.\ll Llrc rclcr.rnt.liselosrrrc-i ltavc lrccn provirlccl ir) tl]c rr(]tci

t
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Classification and Mcasurement oI
Share-based Payment Transactions
(Amendments to IFRS 2)
(lssucd 20 June 20 l6)

Applying IFRS 9'Financial [nstruments'
rvith II"ttS .l '[nsurance Contracts'
(r\nrcndnrcnts to IIrRS 4)
(lssucd l2 Septcnrhcr 2016)

l ranstcrs oI lnvcstmcnt l)roperty
(Amendnrcnts to IAS 40)

(lssucd 8 Decembcr 2016)

tiltbctive {br

annual
pcriods
beginning
on or after
lst Jan 2018

Overlal'
approach to

bc appl icd

"l 
hcrr I [:RS

9 is tirst
applicd.
[)c tc'rrirl

approach
c llcctivc
tilr annual

Amends IFRS 2 Share-based Payment to clarily the standard in
relation to the accounting lor cash-settled sharc-based payment

transactions that include a performance condition, the classification
ol'sharc-based payment transactions with net settlement l'eatures,

and the accounting fur modillcations olsharc-based payment

transactions liom cash-settled to equity-settled.

'l'herc rvcrc no Share -based payments during the financial period
under revicrv.

Amends IFI{S 4 [nsurance Contracts provide two options tbr entitics
that issuc insurancc contracts rvithin thc scopc of'll;RS 4:

lun optiorr that pcrmits entitics to reclassil.r'. tionr profit or loss to

othcr conrprchcnsivc inconrc. sornc ofthc incontc or erpcnses ;.trising

Itorn dcsiqrrutcd linancial asscts: this is thc so-called overlav
approac [r:

an opti()nirl tcnlp()rarv c\cnlpti()n tionr applr inu ltrltS 9 litr cntitics
rrtrosc prctlonrinunt activitv is issuinq contracts rvithin thu scopc ot'

II IiS 1: this is thc so-call.'d dclcrral approach

Ilru.rpplr',rtit'rt ol hotlt:rpproltchcs is optiortltl ettd art utttitr i.
locrruittc.l tr) iti)n lronl\ins thcnr hctirrc thc ncrr insurancc contracts
l"
it.rntl.trtl i. rrpplictl.

i

l'hcrc ucro no Insuracc Contracts during tlre linancial pcriotl

iLrrtdcr rcvtctr.

['hc anrcndnrcnts to IAS 40 [nvestmcnt Property

Anrcnds paragraph 57 to state that an entity shall transf'er a property
to. or ltonl. invcstment propcrty rvhcn. and only,'vhcn, thcre is

cvidoncc ot'a changc in usc. A changc ofusc occurs i1'propcrtl
nlccts. or coilscs to mcct. the dcflnition ol invcstmcnt propcrt)'.
i\ changc in nranagcmcnt's intentions fbr thc usc ot'a property b-v

itsulf'rlocs r)ot constitutc cvidencc ol'a chartqc in usc.

Ihc list ol crirrrrplcs ol'cviclcncc in paragraph 57(a) (d) is now'

prcscntc(l as a non-cxhaustivc list ol'crantplcs instcad ol'thc
prcvious crhaustivc list.

I li-.r_ rr,t,-.l() lIiltili'Tj ttr.0f Ilirril- ir]\CitlltCrlt l)i()l)Crl\ t() l[]\
otlrcr usc Irr thc rrutnagcrncnt rlithin tIrc Iirtartcial 1'car uttclcr rcvictr

N'[akcs rrrrrcrrdnlcnts to thc tirllorvine standitrds

IFRS I - [)clctcs thc short-tcrnr excmptions in paragraphs t'l3-E7
ol Il:RS l. bccausc they have now servcd thcir intcndcd purposc

IIrRS I 2 - Clarillcs thc scopc ol'thc standard by specifying that thc

disclosrrrc rcquirenrcnts in the standard. cxccpt firr thosc in

paragraphs Ill0 lll6. apply to an cntity's intercsts listcd in
paragraph 5 that arc classiflcd as hcld tbr sale, as hsld for
distribution or as discontinucd operations in accordancc rvith IFRS

5 Non-currcnt Asscts Ileld tbr Sale and Discontinued Operations

IAS 28 - Claritlcs that the elcction to measure at lair value through

I pcri,,.ls
hcqinn irrs

orttrr rrlicr'

lst .lrn l0ltl
and onlr
avai l ablc

tbr thrr:c

.r"carS alir:r
that clatc

E,tl'cctivc fur
annual
pcriods

bcginn ing

on or aticr
lst.lan 20 l8

9

i\nnual Inrprovcnrcnts to IFI{S
Standartls 20 l4 20 l6 Clclc
(lssucd {l Dcccnrbcr 2016)

'l'hc

anrcndrncrtt
s to IIrRS I

and IAS 28

are etlcctivc
tbr annual
pcriods

bcginning
on or aftcr
I st Jan

20 I 8, thc
amcndmcnt
to IFRS 12

for annual t or loss olan investment in an associate or a nt venture that
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II"RIC 23: Uncertai nty ovcr Income 
-l'ax

Treatments
(lssued 7 Junc 2017)

Prepaymcnt Featurcs rvith Ncgative
Compcnsation (Amcndnrcnts to [[rlLS 9)
(lssucd l2 Octobcr 2017)

lnterests in Associatcs and

Joint Ventures (Amendmcnts to

rAS 28)
([ssucd l2 October 2017)

Etlectivc fbr
annual
pcriods

bcginning
on or atier
lst Jan 2019

is held an entl that is a venture or other

IFRS l6 specifics how an IFRS reporter will rccosnise, measure,

present and disclose lcascs. Thc standard providcs a single lessce

accounting model, requiring lessees to recognise assets and Iiabilities
lbr all lcases unless thc lcase term is I2 months or lcss or thc

underlying a-sset has a lorv valuc. [.essors continuc to classity leascs

as opcrating or [inancc, rvith II;RS l6's approach to lessor

accounting substantialll'unchangcd lionr its prcdcccssor. IAS 17.

'I 
hc cornpany' did not cnsaqc in an"v- kind ot'lcasc translctions

during thu tinsncial y'uar undcr rcvic'"v.

lljt{S l7 rcquircs irrsurancu liahilitics l.o bc nrcasurcrl at a currcllt
lullillnrcnt valuc arrcl provitlcs a rrurrc unilirrrtt ntcasurcntcnt and

prcscntation approach ttrr all insurancc contracts. I hcsc

requircnrcnts ars dcsiencd to achicvc thu goal ol'a cortsiitcttt,
principlc-bascd accountins lbr insurancc c()ntracts. IFI{S I 7

supursctlcs I IRS J Insurancc ('ontracts as ot' I .lanul11 J02 L

'l'hcru rvcru no insurancc liabilitics at thc cnd ot'thc Irnancial vcar

undcr rcvierv.

-lhc interpretation addresscs the dctermination ot'taxahlo pro{it
(tax loss), tax bases. unused tax losses, unused tax credits and tax
ratcs, when there is unccrtainty ovcr income tax trcatments under
IAS 12. lt specitically considcrs:

Whethcr tax trcatmcnts should bc considcrcd collcctivclv

Assunrptions tbr taxation authoritics' cxanrinations

'I llo dctcrnlination ol'tarablc prolit (tar loss). ttrr hiL-sus. unuscd tux
losscs. unuscd tax crcdits and ta\ rirtcs

'l'hc cllcct ol'chanqcs in fircts arrtl circurnstarrccs

l heru rvcrc n0 tax crctlits during thc linancial luar urrdcr rcvic$

qualifying entity, is available for each investment in an associate or
joint venture on an investment-by-investment basis, upon initial
recognition.

The company did not engage in any joint venture invcstments
within the financial year under review.

beginning
on or after
lst Jan 2017

IFRS l6: Leases
(lssued l3 January 2016)

E,ft'cctive lor
annual
periods

begi nn ing
on or aticr
lst Jan 2019

Iljl{S I7 Insurancc ('orrtrrrcts

(lssucd l8 NIul 2{)171

[:l'lL'ctivc lirr
tnrtual
pcriotls
bcginn i ng

ort or alicr
lst Jarr 202 I

Annual
pcriods

bcgi nn ing
on or aticr
lst Jan 2019

Amcnds thc existing requircmcnts in IFRS 9 regarding tcrmination
rights in ordcr to allu'uv mcasurcment at amortisccl cost (or.

dcpcnding on thc busincss rnodcl. at tair valuc through othr;r

cornprehensivc inconre) evcn irr thc casc ot'ncgativc conrpcnsation
payrncnts.

The amcndrnent did not allect the business olthe company

during the tinancial year undcr rcvierv.

Annual
periods

beginning
on or afler
lst Jan 2019

Clarilics that an entity applios lliRS 9 Financial Instrumcnts to
long-tcrnr intcrests in an associate or.joint vcnturc that lbrm parl

ot'the nct investment in thc associate orjoint venturc but to rvhich

the equity method is not applied.

t0
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Plan Anrcndnrcnt. Curtailment or
Settlement (Amendments to IAS l9)

(lssued 7 February 2018)

.\rrrcntllrrcnts to l{clcrr:nccs to thc

Conceptual Framervork in tlrl{S
Standards

([ssued 29 March 20 lti)

.,\ n n ual

pcriods

bcgi nning
on or allcr
lst .lan 20 l9

. \r rrrrral

pcriods

hcgi nn ing
on or alicr
Ist.lan 1020

-[he 
amendment did not aflect the business ofthe company

during the financial year under review.

Makes amendments to the lollowing standards

IFRS 3 and IFRS I I - The amendments to IFRS 3 clarily that when

an entity obtains control ofa business that is ajoint opcration. it
remeasures previously held interests in that business. Thc

amendments to IFRS I t clarity that when an cntity obtains joint
control ofa business that is ajoint operation, the entity does not

romcasurc previously held intercsts in that business.

Ii\S l2 --l'he anrcndrncnts claril,v that thc requirerncnts irr thc lirrntcr
paragraph 528 (to rccognisc thc incomc lax c()nsequcnccs ol'
rlivitlcnds *hcrc thc trirnsactions or cr,'cnts that qcncratctl

distrihutablu profits are rccogniscd) appll to all inconrc tax

consequcnccs ol'dividcnds b1'rnoving thc paragraph ir*'av liont
para..lraph 52;\ that only' dcals rvith sitturtiorrs ii hcrc thcrc arc

dil'lcrcnt tu\ rirtcs tbr distributcd and untlistrihutctl prolits.

l;\S l.l - Ihc arncntlntcnts clarit-r that il'rrn1 spccilic lr1'111rrrirtg

rcrlairrs outstan(ling aticr thc rclatcd itssct is lcitdr tor its intcnclctl

usc or salc. that borrorrirtg hccomcs part r)l'thc luntls thltt an cntitv
borrorvs guncralll'whcn calculating thc capitalisation ratc on
gcncral horrorr ings.

-l'he 
anrcntlrncnt did not allect the busincss ol'thc conrpan)

during thc tlnancial 1'car under rcvicrr.

.l'he 
arncrrdnrerrts in ['lan Amendmcnt. Curtailn)cnt or Scttlentcnt

(Anrcndnrcnts to IAS l9) are:

lla plan amendment. curtailmcnt or settlcment occurs, it is norv

mandatory that the current service cost and thc nct intcrust tbr the

periocl alicr the rcmcasurcrnent are dcternrincd using thc assunrptions
uscd firr thc renreasuromont.

ln addition. anrcndnrcnts havc bcen includcd to claril'r'thc ut-lcct

ol'a plan anrendrncnt, curtailrncnt or scttlcnlcrlt ort thc rctlLrircrttcrtts

rcgarcling thc a.ssct cciling.

-l 
hc arncntlrncnt did not all'cct the busirtcss ol'thc cotnpattl

tlurin! tho linancial l'car undcr rcv'icrv.

lo-gcthcr *ith tlrc rcviscd ('ouccptuitl trtutttctrttrk publislred irr

March 20 18. tlrc IASI] also issucd Amenclrncnts to [{clcrcncss to

thc (.'onccptual Framcrvork in IFRS Standards. 
-lhc 

docutncnt

contains arncndnrents to IFI{S 2, IFRS 3, IFI{S 6. IFI{S 14. IAS l.
lnS 8. l,\S ll. lr\S -17. IAS llt, IFRIC 12. IFI{lC 19, tl:ttlC 20.

Il:Rt(l 22. and SIC-12. Not allamcndnrclrts. ho'uvcvcr updatc thosc
pronounccllrcnts with rcgard to re lcrcnccs to and cluotcs lionr thc

fiamcrvork so that thcy re['er to the reviscd Conceptual [rramcwork.
Sontc pronouncoments arc only updatcd to indicatc rvhich vcrsion
olthc lianrcrvork thcl'arc relcrcncing to (thc Ir\S(' lianrcrrork
adoptcd by thc IASI) in 2001, the IASB liam*vork ol20 10. or
the nc,uv rcvised tramework ol20l8) or to indicatc that clcllnitions in

the standard havc not been updated rvith the ncrv dcljnitions
dcveloped in thc revised Conceptual Framework.
'l'he amendmcnt did not afl'ect the business of thc company

Annual
pe riods

bcginning
on or alter
lst Jan 2019

Annual Improvements to IFRS

Standards 201 5-20 I 7 Cycle
(lssued l2 December 2017)

the financial under review
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(a)

(i)

( ii)

( iii)

The Directors do not plan to apply any olthe above until they become eflective. Based on their assessment ofthe
potential impact ofapplication olthe above, they do not expect that there will be a significant impact on the

company's fi nancial statements.

iii) Early adoption of standards
The entity did not early - adopt any new or amended standards in year 2018

Summary of Signilicant Accounting Policies
The principal accounting policics adoptcd in the preparation olthcse tlnancial statements are as set out below:-

Revenue recognition
Rcvcrruc is recogniscd to thc cxtcnt that it is probable that tuturc ccottonric bcnctits rvill t'lorv to thc compan)'and
thc rcvcnuc can bc reliabll' nrcasurcd. Rcvenuc is rccogniscd at thc tair valuc ot'consideration rcceived or cxpectcd

to bc rcccivcd in thc ordinarl coursc ot'thc conrpany's activitics. nct ot'thc valuc-addcd tax (VAl'),rvhcrc applicablc,
arrd whcn spccitic critcria havc bccn mct tbr cach ot'thc Companl's activitics ls tlcscribcd bclorv:

[{evcrruc tionr thc salc ol'grrrtls and serviccs is rccogniscd in thc 1'car in rthiclr thc Conrpirnl dclivcrs products to thc

ct-lst()rncr. thc custonrcr has acceptcd thc products and collcctahility' ot'thc rclalccl rccuivablcs isrcasonabll assurcd.

(irants tiortr Niitiorral (ioVcrrrrncrrt are rccogniscd in thc ycar in irhich thc cntitl lctualll rcccilos suoh grrtnts.

ltccurrcnt grants aru rccogrrizctl in thc statcnrcnt ot'conrprchcnsirc irtcorrtc. [)crcloprttcttt,'capital grants arc

recoqnizccl in the statcnrcnt ol'tinancial position ancl rcaliscd in thc statr:ntcnt ol'comprchcnsivc incomc ovcr thc

usctul lil! ot'tlrc asscts thirt hrts bcr:n acquircd using such tirnds.

-['hc 
Companl does not rucoivu an1'grants tiont thc Nirtional (iovcrnntcnt

[:inancc incornc cornpriscs intcrcst rcccivablc tionr bank dcposits and inl'cstrncnt in sccuritics, and is rccognised

in protit or loss on a tinrc proportion basis using thc ettcctivc intcrcst ratc nlcthod.-[hough thc Company did not

rcceivc such incomc during thc year undcr audit.

Dividend income is recognised in the income statemcnt in thc year in rvhich the right to reccive the payrnent is

cstablishcd. Ho,'vevcr, thc cornpany did not receivc such incomc during the lcar under audit.

[{ental incomc is rccogniscd in thc income statcmcnt as it accruc

Othcr incornc is recogniscd as it accruos.

Financial Risk mlnagenrent

r\larket risk
Nlarkct risk is thc risk that thc lirir valuu ol'tinancial instrunrcnts rrill lluctuirtc bccuusc ot'thc changcs in thc ntarket

thc )'uar urrdcr audit.

Foreign currency risk
'l-hc cntity has transactional currcncy cxposurcs. Such exposure arises through purchascs olgoods and scrviccs that arc

tlonc in currcncics othcr than thc local currency. Invoiccs dcnontinatcd in lirrcign currcncics arc paid altcr i0 clals liorn
thc rlatc ol'thc invoicc and convcrsiorr at the timo ot'pa)'nlcnt is donc usirrrl thc prcvailine cxchangc ratc.
-[ 

hc Conrpanl'did not have nny ["orcign Currency Risk during thc ycar undcr rcvi*v.

Credit risk
Crcdit risk is thc risk that a custonrcr rvill not mect his/hcr tlnancial instrurncnt ()r customcr contract, lcading to a

llnartcial loss.
'l'hc conrpany \r.as not cxposcd to this risk during the ycar under audit.

Liquidity risk
Liquidity risk is thc risk that the conrpany will not be able to meet its llnancial obligations when they fall due. 'l'hc company

limits this risk by conservative usc of loan capital.

(iv)

t2
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(v)

(b)

In-kind contributions
These refers to donations made to the Company in the lorm ol actual goods and/ or services rather than in money

or cash terms. These donations may include; vehicles. Equipment or personnel services. Where the financial value

received can be reliably determined, the Company includes such value in the statement of comprehensive income

both as revenue and as an exp€nse in equal and opposite amounts. Otherrvise, the contribution is not recorded. No
such contribution was received in the year under review.

Property, Plant and Equipment
All items of Property, Plant and Equipment are initially measured at cost. Atier initial recognition they are stated at

historical cost loss accumulated depreciation and impairment losses.

Certain categories olproperty, plant and equipment are subsequently carried at re-valued amounts, being their tair
value at the date o[ re-valuation less any subsequent accumulated depreciation and impairment losses. Where

re-measuremcnt at rc-valued amounts is desired, all items in an asset catcg()rv rtre re-valued through periodic
valuations carricd out bf indcpendent cxternal valucrs.

lncrcascs in thc carr;-ing amounts of asscts arising tionr re-valuation arr: crcditcd to othcr cornprchensivc incotnc.

Dccrcasc.s thi.lt ot't-sct prcvious incrciscs in carr_,-ing ilnlount ol'thc sanrc ilssct arc chargcd against thc rcvaluatiott
rcscrvc accoLlnt: all other tlccrcascs arc chargetl to protlt rlr krss irr th irrcortrc itutcrncnl.

Gtins anrl lo:scs on Llisposal ot'itcnrs ot'propcrtr', plant antl c![riplrtcnt arc dttcrtttitrcd b1 corrrparing tltc procccds

tiom thc dispos;.rl rvith thc nct carrf ing amount olthc itcnrs. and arc rccosniscd in protit or loss in thc incolnc
itatcrncnt.

Depreciation antl inrpairment of property, plant and equipment
[]rcehold land arrtl capital rvork in progrcss are not dcprcsiatcd. ('rrpital r,rork irt progrus.s rclat0s nrainl]'kr thc costs

ot'ongoing but irrconrplcte uorks on buildings trnd othcr sivil rrorks artrl installatiorts.

[)cprr:ciation on propcrt]'. plant antl equiprncnt is rccogniscd in thc incorrrc statcnrcnt ()n il straight-linc ba-sis to writc
dorvn thc cost ol'cach aisct or thc re-valucd amount to its rcsidual valuc ovcr its cstirnatcd usct'ul lito.
The annual ratcs in usc aru:

Buitdings 4oh

Plant & lvlachinery 12.50/"

Workshop Equipmcnt l2.5oh
Tools & ['lquipmcnt l2.So

Oflicc Vlachincrl' 12.3'h
Nlotor vehicles ls'h (Straight Line)

i\ pmratctl ,rcar's dcprcciation chargc is rccogniscd in tho 1'cirr ()l'assdt purchasc and a tirllycar's clcprcciatton

chargc is rccogrrizcd in thc year ofassct disposal.

Disclostrrr': l'hc dcprcciation *'hich had crronoucsll'bccn carlculatcd against thc nct book valuc

r.Ltlrcr tlr.1r llr-' r\] i.. lr.r.r h,:crr il11gc1(1.'d llprrt tltc 111()1nl 9t K.tr;. I l.l. lo l to l.ritr l.] lS 71lj

Depreciation and impairment of property, plant and equipment
ltcms olpropcrt).. plant ancl equipmcnt arc rcvierved annually tbr impairnrcnt. Where the carrying amount ot'an asset

is assesscd as grcirtcr than its cstimatcd rccovcrable amount, an impairnrcnt loss is rccognisecl so that thc assct is

written dowrr irrrrrrctliatcll [o its cstinratcd rccovcrablc anlount.

Intangible assets

lntangible asscts cornprisc purchascd computer software liccnces, rvhich are capitalized on thc basis ofcosts incurred

to acquirc and bring to usc thc spccitic sotirvare. 
-I'hcsc 

costs are amortiscd over thc estimatcd usotil lifc olthc
intangiblc asscts tiorn thc ycar that thcy r,,'erc availed lor use, usLrally ovcr threc ycars. Ho'uvcvcr, the contpany did not

incure such expcnsc in thc year under revierv.

Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis ovcr the estimated usetll litb olcomputer sotiware of three years.

Al[ computer soltware is reviewed annually lor impairment. Where the carrying amount olan intangiblc 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. l3
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(c)

(d)

(e)

(D

(g)

(h)

(it

U)

Investment property
Buildings, or part ofa building (freehold or held under a finance lease) and land (freehold or held under an operating
tease) held for long term rental yields and/or capital appreciation, and which are not occupied by the entity, are

classified as investment property under non-current assets. However, the Company does not own any investment

property.

Finance and operating leases

Leases which conler substantially all the risks and rewards oiorvnership to the entity are classified as finance leascs.

Upon initial recognition, the leased assct is measured at an amount equal to the lower olits lair value and the present

valuc ofthe minimum lease payments, and the asset is subsequently accounted lor in accordance with the accounting
policy applicable to that asset.

All othcr leascs are trcirtcd as opcrating lcascs and thc lclscd a.\scts Arc recogniscd in thc statcnrcnt ot'trnancial
position to thc c\tcnt olprupaid lcasc rcntals at thc cnd olthc rcar. Palmcnts madc undcr opcrating luascs are

rccognised in protit or luss on a straight-linc ba.sis ovcr tlrc tcrnr ofthc lcasc. [.easc inccntivcs rcccived arc

rccognised as an intcgral part ol'thc total lcasc c\pcnsu trvcr thc tcrnr of thc lcasc. l hc ('onrpitnrv did not aquirc
a.nv assct undcr lcaw- during the l car undcr rcr icrr.

Fired interest invcstnrents (bonds)
[jixed intcrcst invcstnlcnts rr:tcr to in,v'cstnrcnt iinds placcd undcr Ccntral []ank ot'Kcn1'a (('[]K) long-ternr

intiastructurc bontls ancl othor corpc)ratc bonds rrith thc irrtcntion ot'carnin-9 intcrcst incontc upon thc bond's
disposal or maturitl'. Fixed intcrcst invdstrncnts arc ticcll tradccl at thc Nairobi Sccuritics Exchangc. I'hc bonds

are measured at t'air valuc through prolit or Itlss. Iho c()nr[)irn\ tlid rrot traclc in rn\ intcrcst irrrcstrrrerrts

during the year under rcvicrv.

Quoted investments

Quoted investments arc classilicd irs non-currcnt as.icts al]d corrrpris,: nrarkctablc securitics tradcd ticcly at thc

Nairobi Sccuritics Irxchangc or othor rcgionul and intcrnational sccuritics cxchanges. Quotcd invostmcnts arc statcd

at tair value. l hc company did not tradc in anf intcrcst invcstrncnts during the year under rcvicrv.

Unquoted investments
lJnquoted invcstnrents stated at cost undcr non-currcnt asscts, and conrprisc equitl' shares hcld in other Covcrnmcnt
orvned or controllcd sntitics. l'he company did not trade in an!'irltcrest invcstmcnts during thc year undcr rcvierv.

I nventories
Inventorics arc stltcrl at thc lorvcr ot'cost and rrct rcalisablc raluc. 

.l 
hc cost ot'inl'untorics contpriscs purchasc pri,:r:

inrport dutics. transportation and handling chargcs. antl is dctcrrrrincd on thc nroving avcragc pricc method.

-l'rade unil other rcccil'ables
'l'raelc 

ancl otlrcr rcccivablcs arc rccogniscrl at iuir ralucs lcs:; .rll()\!anccs lirr any urteollcctatllc arttouttts. 'l ltcsc atc

assessed tirr irnpairment on a continuing basis. r\n ostinratc is nrade ot'doubttul rcccivablcs bascd on a revicw
olall outstanding amounts at the year end. Bad dcbts arc rvrittcn off'atlcr all et'torts at rccovcry have have been

crhausted-

Taxation
Current income lau
Currcnt income tax assets and liabilitics tbr thc currcnt period aro nrcasured at thc amount expccted to be recovered

Itorn or paid to the ta.xation authoritics. 'l'hc tax rates and ta\ la\vs uscd to computc thc amount are thosc that are

cnacted or substantivcly enactcd, at thc rcporting datc in ths arca w'hcrc thc Entity oporates and generates taxable

income. Currcnt income tax relating to itcms recognizcd dircctly in nct assets is recognized in net assets and not in the

statement of tinancial performance.

Management pcriodically evaluates positions taken in the tax rcturns rvith respect to situations in which applicable
tax regulations are subject to interpretation and establishes provisions where appropriate.

t5



utislliR\ (ti\\'\ Rtcti \lLt.s

bui RcFn! rn [,ux'!l Srrr-'{B
lir tu \ddiB lu,r 10. l0l9

(k)

(l)

(m)

Deferred tax
Delerred tax is provided using the liability method on temporary dillerences between the tax bases ofassets and

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

Dcferred tax liabilities are recognized lor all taxable temporary differences, except in respect oftaxable temporary

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

timing olthe reversal of the temporary dift'erences can be controlled and it is probable that the temporary

differences will not reverse in the loreseeable tuture.

Deterred tax assets are recognized fbr all deductiblc temporary dif lerences, the carry tbrrvard ol'unused ta,x credits

and any unused tax losses. Dcf'encd tax assets arc rccognized to the extent that it is probablc that taxablc protit rvill
bc availablc against rvhich thc deductihlc tcmporary ditterences, and the carry tbrrvard ofunused tax crcdits and

unuscd lax losscs can bc utilizcd. exccpt in rcspcct oldeductiblc tcmporary ditlerenccs assttciatcd rrith invcstments

in controllcd cntitics. assosiatcs and intcrcsts in.joint vcntures, dct'crrcd tax asscts aru rccognizr:d onl_"- to thc extent

that it is prohablc that thc tetnporilr)'dilltrcrrccs ivill rcvcrsc in thc lbrcsccablc tirturc ancl tarahlc protit w'ill hc available

arlainst rvhich thc tcrnporarl'diltcrcnccs can bc utilizcd.

-l'hc cnrninrr anlounI ot'tlclcrrctl ta\ asscts is rcvicrrcd at cach reporting datc ancl rcduccd to thc c\tcnt that it is no

Ionlcr prohuhlc tlli.rt sut'licicnt taxahlc pro[it rvill bc availlblc 1s nlllrrr allor part ol thc dctcrrod [l\.t.i-iit to hu utilizcd.

l lnrccognizcrl rlclcrrctl tl\ osicts arc rc-assussc(l irt cach rcporting tlatc anrl itrc rccogrtizctl to thc c\tdnt that it has

bccrrrrrc probatrlc that lirturc taratrlc protits irill alloiv thc dclirrcd ta\ asset to be rccovcrctl.

[)cfcrrcd trr\ a.i.icts and liabilitics arc nrcasurcd at thc ta\ ratcs that arc cxpcctccJ to applf itt tltc vcar whcn thc assct is

rcalizcd or thc liabilitl is sittlcJ. hased on ta\ ratcs (arrd tar la$s) that halc bccn cnactccl 0r sLrhstrntircl-r cnactud at

thc rcporting diltc.

[)ctcrrcd tar rclitting to itenrs rccosrrized outsitlc surplus or dcllcit is rccognizcd outsitlc surplus or tlcticit. [)ctcrrcd tirx
itcnrs arc rccognizr:d in corrclation to ths undcrl)'ing transaction in nct assets. [)clcrrcd ta\ asscts arrd dclcrrcrl tax

liabilities arc oll.sct il'a l,:eall1'cnltrrccablc right crists to sct ofTourrcnt ta\.rsscts against currcnt irtcorrtc trtl liabilitics
and thc dct'errcd taxcs rcliitc to thc sanrc taxablc cntit)' and the same ta.xation authority.

Cash and cash equivalents
Cash and cash equivalcnt-.; conrprisc cash on hand and cash at bank, short-tcrnr clcposits on call and highll" liquid
invcstnrcnts w'ith an original nraturitl'ot'thrcc months or less, rvhich are rcadil-,- convcrtiblc to knowrt antounts ot'cash

and arc sub.iuct to insigniticant risk olchangcs in valuc. Ilank account balances includc antounts hcld at thc Ccntral
[]ank ol'Kcn,r'ir ancl at larious cclrnrncrcial banks at thc cnd ot'the flnancial ycar. For thc purposcs ol'thcsu llnancial

stittcnlcnts. cash und cash ctluivalcrrts also inclutlc short tcnll caslt itnprcsts anr-l aclvattccs to autlurrisctl public ol'liccrs
and/or institution.s rrhich \\crc r)()t surrcnrlcrcd or accountccl lirr at the end ot'thc lirtartcial rcitr.

[]orrow inqs

*iLh thc trorrorring. Suirsequorrtll. tlrc:c aru rrrcirsurccl at arrtortiscd cost ttsirtg thc ctlcctiru itttcrcrt rirtc tttctltotl.

Ar-rrortiscd cost is calculatcd h1'taking into account any issuc cost and any discount or prcnriunt on scttlcnlcnt.
[.'inancc chargcs. including prcnriums pa1'ablc olscttlcmcnt or redcmption arc accountcd tbr on accrual basis and arc

addcd to thc cafing anlount ol'thc instrumcnt to thc c\tcnt that they arc not scttled in thc pcriod in w'hich thcl arisc.

[-oan inl.crcst accruing durirrg thc construction of'a projcct is capitalised as part t'rl'thc cost ol'thc pro.iect. IIorrcvcr.
thcrc rrcro no such borrorrittgs riithin thc 1'car unclcr rcvicrr'.

Trade and other payables
Tradc and othcr pa),ablcs arc non-intcrcst bcaring and are carricd at amortiscd cost, which is mcasurcd at thc lair
value olcontractual valuc ot'thc considcration to bc paid in tuture in thc rcspcct of'goods and scrviccs supplicd,
rvhcthcr billcd to thc cntity or not, lcss any pa)'mcnts made to the supplicrs.

Retirement benefi t obligations
Thc entity opcrates a detlncd contribution schcme fbr all full-timc employees. 'fhe scheme is administcrcd by an

in-house team and is funded by contributions lrom both the Company and its employees. 
-l-he 

company also contributes
to the statutory National Social Security Fund (NSSF). This is a defined contribution scheme registered under the

(n)

r6
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(o)

(p)

(q)

(r)

(s)

(u)

(t)

National Social Security Act. The under the National Social Security Act. The company's obligation under the scheme

is limited to specific contributions legislated liom timc to time.

Provision for staff leave pay
Employees' entitlements to annual lcave are rccognised as they accrue at the employees. A prvision is made lor the

estimated liability lbr annual leave at the reporting date. llowevre, no provision is made in the year under review
since a[[ leavc pay is paid in thc same year it is eamed.

Exchange rate differences
The accounting rccords arc mainl.aincd in the tunctional currency o1'the primary econonric cnvironment in which the

entity opcratcs, Kenl'a Shillings. T'ransactions in fbreign currencies during the yeariperiod arc translated into thc

lunctional currcncy using the exchangc ratcs prcvailing at thc dates olthe transactions or valuation rvhere items are

re-measured. Any tbrcign cxchangc gains and losses resulting lrom the settlement of such transactions and fiom the

translation at ycar-end crchanq.c ratcs of monctar)' asscts and liabilitics denominated in tbrciqn currcncics are

rccogniscd in prolit or loss. 
.l 

herc !\crc r1() crchangc ratc dil'lcrcnccs rcco-qnizcd during thc 1car.

Budget information
l-hc cntitr's hutlqct i. prcprrrctl on rr ilitl.'rcnt hrsis to thc actual incornc and erpcnditurc tlisclrrictl in thc linarrcial

st3tcn)cnti \!.'rc riclst liorrt tlrc.reeruul ha.;is to thc cuslt basis artd rlcllssitlcrl b1 prcscrtllrtiort to lrc ort tltc suntu

hasis as thc itpgrrovcrl [)url!ct. .\ eorrrp.rrisort ol'butlgct arttl itctual atn()unts. prcparcd on ;: crttttpltntblc basi-; ttr thc

appr0r'cd butl!.ct. is thcrr prcscntcrl rrr thc stirtirrcnt 0l'contparis0rt 0t'hurlgct artd actual Jnlounts.

ln addition to thc Basis ditl'ercncc. adjustmcnts to amounts in the tlnancial statcments are also madc tbr ditierenccs in
the tbrmats and classitication Conrpanv adoptcd fbr the prcscntation of the tinancial statcrncnts and thc approvcd

budgot.

and actr"ral Anl()unts and thc acluals i.rs por thc itatcnlcnt ot linancial pcrlbrmancc has hccrr prcscntcd undcr pJgc 5

ol thesc financial statcrncnts.

Service concession arrangements
The tintity anall'scs all aspccts ot'servicc conccssion arrangcments that it cntcrs into in dctcrrrining thu appropriutc
accounting truatnlcnt untl disclosLrrc rucluircnrcnts. In particular. *'hcrc a privato part!'corrtributcs an rrssct to thc

arrangcmcnt, thc [intity rccognizcs that ass!'t rrhcn, ancl onlv rrhcn, it controls or rcgulatcs thc scrviccs thc opcrator
must proviclc torlcthcr with thc assct. to irhonr it nrust pr()vidc thcnr, and at rvhat pricc. ln thc casc ol'asscts othcr than
'r.vholc-ot'-lilc' asscts, it controls. through orlncrship, bcncf icial cntitlcment or othcrwisc an1- significant
rcsidual intcrc.t in tlrc assct irt Illc crt(l Lrl'thc urranqcrncrlt. i\n\ irssuts so rccogrtizcd ilrc rr]cil..iurcd at thcir lair l'irlur:.
'[ir thc crtcnt tlllrt lr) llsjct h,rs bcerr r-';ogniz.'ti. thc [:ntitr also rccognizc's a c()rrcsponrlin-g li.rbiliN. utljustctl lrr
tr cash corrsirlcration pirirl or rcccivctl.

Conrparative fiqures
\\'ltcr'; rt:e;. .:r'. .(\r]r:r r:,r'1 , - i; t : r,

to tltr: rctlttir'crl .lIttt-tc' lr] l)r,\.'nl.lti('n.

Subsequent events
-fherc 

have bccn no evcrrts subsctlucnt t() thc linancial ycar cncl rvith a sieniflcant inlpact on thc Iinarrcial statcnrcnts
lirr thc 1'ear cnclcil Jurrc .l0tlr. l() l9

Significant Judgenrcnts and Sources of Estinration [Jncertainty
1'he preparation olthc ()onrparrr''s linancial statclncnts in confbrnrity rvith IFRS rcquires nrilllugcnlcnt to mukc

.judgments, sstinlates and assurnptirrns that aflcct the rcportcd amounts ofrcvenucs, expcnscs, ttsscts and liabilitics,
and thc disclosurc ofcorrtingcnt liabilitics. at thc ond ol'thc rcp()rting pcriod. ilorvcvcr. unccrtaintl'ahout thcsc

assunrptions and cstinratus could rusult irr outcorncs that rctluirc a nratcrial adjustnrent to thc carrying amount ol'thc
asset or Iiability all'cctcd irr lirturc pcriocls. '['hc.judgcrncnts, cstinlatcs and assunrptions nradc in thc Iinancial year undcr
review includc:

Estimates and assumptions
The key assumptions concerning thc tuture and othcr key sources ol'estimation uncertainty at the reporting datc, that
have a significant risk olcausing a nratcrial adjustment to the carrying amounts olassets and liabitities within the next

financial year, ars describcd below. 'l-hc [intity based its assumptions and estimates on parameters available when the

(v)
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financial statementswere prepared. However, existing circumstances and assumptions about luture developments may

change due to marketchanges or circumstances arising beyond the control ol the Compay. Such changes are reflected

in the assumptions when they occur.

Useful !ives and residual values
The uselul lives and residual values olassets are assessed using the tbllowing indicators to inlorm potential f'uture use

and value lrom disposal:
.The condition olthe asset based on the assessment olexperts employed by the Company

.The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes

.Thc nature ofthc processes in which the asset is deployed

.Availability of t'unding to rcplace the assets

.Changes in the market in relation to the asset

Provisions
l'rovisions rvcrc raiscd anrl nranagcrncnt did not scc thc ncctl to ntakc a lathcr provision sincc thc currsnt dchtors ars

activc. Additional disclosurc of thcsc cstimatcs ot'provisions is includcd in Notc-1.

['rovisions irrc ntcasurcd irt thc nl.ulaqcnrcnt's bcst cstinrirti ot'thc crpcnditurc rcrluircd to sdttlc thc obligation at thc

r.porting datc. and arc discoutttcd t() prcscnt valuc *hcrc thc ctlcet is ntateriel.

I E.\RNINCS PT,R SII,\RT,
I'hc uarrrings pcr sharc is calculatcd by dividing tlrc prolit aticr tar b1 thc avcragu nunrbcr ol'orclittarl' sharcs irt issuc

during thc ycar undcr rcvicw. ilou'cvcr. no dil'idcrrd-s rrcru dcclarcd tlurirrg thc lcar undor rcvicrr.

: DI!'IDEND PT]R STI.\RE
l'roposcd dil'idcnds arc accountcd lirr as a scpirratc conlp()ncnt ot'crlLtit) until thc\ hal'c trccn ratillctl and dcclarccl at

thc rclcvatrt r\nnual (icncrarl NIcr:ting (r\GVI). Iloircvcr. no diridcrrds rrcrc duslarctl during the,rcar undcr revicw.

J REVALI.J.\-tION RESERVE
.l 

hc rcvaluation rcscrvc rclatcs to thc rcvaluation ot'ccrtain itcms ol'propcrtl'. plant and cquipnrcnt. r\s indicatcd in thc

Statunrent of Changes in liquity, this is stated aticr transtcr of'exccss dcpreciation net ol'rclatcd dct'errcd tax to

rctained earnings. Revaluation surpluses are not distributablc.

{ FAIR VALUE ADJUSTMENT RESERVE
.t 

hc tair valuc acl.iustmcnt rcscrvc ariscs on thc rcvaluation ot'availablc-tbr-salc tinancial asscts. principall,v thc

nrirrkctablc sccurities. Whcn a tinancial assct is sold. thc portion ot'thc rcssrvc that rclatcs to that assct is reduccd ttont

thc lair value adjustment reserve and is recogniscd in protit or loss. Whcrc a tinancial assct is impaircd. the portion of
thc rcservc thatrolatcs to that assct is recogniscd in protit or loss. [[o',vcver, thcrc ,,vcre no such transactions during the

lirrancial vcar undcr ruvic*.

5 RFI-tAlNED Ui\RNINCS
'l 

hc rctaincd carnings rcprcscnt antounts availahlc tirr tlistrihution to tho cntit)"s sharsholdcrs. LJndistributcd rctaincd

carrrings aru utiliscd to llnance tho cntity's busincss iluti\ itics.

6 INCOI'ot{A'ilON
-l 

hc cntit.v- is incorporatcd in Kenya undcr thc Kcnyan Cornpanies Act and is dornicilcd in Kcnya.

7 T],VE,NTS AFTERTTIE REPORTINC PERIOD
'l 

hcrc tvcrc n() ntiitcrial adiustirrg ancl non- adiustine cvurtts alicr thc rcporting pcriod

8 CURRENCY
'l'hc tinancial statements are prcsented in Kcnya Shillings (Kshs).

t

(,n)

(u)

r8
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED fO JUNE, 2019 (CONTINUED)

J IIIVENTORIES

Factory Spares

General store
Paddy stocks
Packing Materials
Vlilled Ricc
By products stores

I TR\DE & O-TIIER RECEIVABLES

[:anncrs total irccount
Stat't'irnprcst
Salary Advance
Trade & Other Reoeivables
TOTAI,
Less: provision tbr bad bcbts

CASH AND CASH EOUIVALENTS
A/c Nos

KCB Nairobi - Kip. Hse I I 07 I 787 I I

KCB Kisunru-Kisumu I 108288707
VIpesa
Cash in Hand

SHARE CAPITAL
Authori scd sharr: capital
1200t)l) ilr,r,r.rl Il}{)'- Irjt \:rlrlt
lhc shlrcs h.rvc bcr:n paid up as lbllorvs:

National Irrigation Board
Ahero Vlulti-l'urpose Co-op. Society Ltd
\\'cst Kano lrarnrcrs Co-op. Societl' [.td
Magonrbc iVlulti-l'urposc Co-op. Society Ltd

7 RETAINED EARNINGS (LOSS)

Balance b/l'
Prior ycar adjustment
Exces/(Dcticit) for the year

Balance c/f

20 l8/20 I 9

KSHS
I ,085,3 2 l

I 03,639
2,23 5,840

377.290
I 19,600

14. I 50

2017t20t8
KSHS

6t I,324
77,822

r68,l2l
20.000

1,96s,840 877,268

20r8/20r9
KSTIS

201712018

KSTIS
2. I 57.910

-ll. ri8
12,345

I 8,660,033
20,93J,466
(2.r75.551)

90.i_l I

4i. r 58

2,080,47i
2,2 rJ,964

08.2i1)
2,t95.7tJ I 8.757,9 I 5

5

20t8/2019
KSHS

2017t2018
KSHS

59,416
3 t2.77 3

200
47

.172,859

58.21 i
i.709.1 r 8

1.897

J,769.r50

6

20t8/2019
KSHS

2011t20t8
KSHS

25.200,000
4,9 10,072

2. i92.981

25.200.000
4.9 10,072

2.i92.e8l
2.546.879 ) 546.879

35,049,93s J5,049,9.]5

20t8/20t9
KSlIS

(5 r,576, r 26)
(7.909.467\
(8.093.688)

20t7t2018
KSHS

(48,994,43 8)
64.700

(2,646,388)
(67,s79,28t\ (5 r,576, 1 26)

l9
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE, 2019 (COI{TINUED)

8 TAXATION 20lt/2019
KSHS

10,440,517Unpaid bslence brought forward
Othcrs
BALANCE C/T' 10,440"517

The provision is based on 30% corporation tax rate.

The figure shown above is cummulative. The figure of Kshs. 6 7,527 rclates to VAT withholding tax
which had been withheld from suplliers. The same has now been moved to trade and other payables

under note 10.

9 NIBCURRENTACCOUNT 20 l8/20 19

KSHS
jj..182.519

31,482,549

These are transactions between Western Kenya Rice Mills ltd. and National Inigation Board

stu._-sxYArcEvu_

IO TRADE & OTHER PAYABLES

Audit Fee Provision
Trade
Others

1,752,381

This account is used to record trade and other payables not paid by the close ofthe financial
year. It also records provisions.

20 lE/20 19

KSHS
II TURNOVER

Basmati rice sales

Sindano ricc salcs

Bran meal sales

Broken rice sales

Course bran sales

Chicken feed sales

Basmati paddy sales

Sindano paddy sales

Milling income

r 5,750

225.944
7,

20 l8/20 19

KSHS
r,3 1 4,5 r2

r00,520
337,355

615.290
5.917. t00

r 78,900

I 15,500

20fin0'3
KSHS

1050t,044
(67,527)

10,440s17

20 I 7/20 l8
KSHS

27.950.094
27.950.094

?ofin0t8
KSHS

966,st2
550,220

1.090.698
.430

2017t20t8
KSHS

r.997.4 I 5

r 6. r 22.620
97,200

l8 t,250

28,500

6,337,500

33,565
24,79E,050
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE, 2019 (CONTINUED)

2018/20r9
KSHS

5,235,7 t0
12 COST OF PRODUCTION

Sindano paddy to mills
Sindano white rice purchases

Basmati Paddy to mills
Salaries & Wages - Casuals
Electricity
Plant & Machinery(Factory) Mtce
Depreciation - Tools& w/shop

Unilorms & Protective Clothing
Deprcoiation - Plant & Equipnrerrt
Packing Materials
TOTAL

I J .\ DNI IN IS'IR.\TIVE, EXPE\ST,S

Staff Costs
Salaric-s and \!'ages -Rcgular

NSSF

Pension Fund Employer/Gratuity
FIouse Allowance
Leavc & I'ransler Allorvancc
lvlcdiual c\penscs ( [n-paticnt)
N{cdical c\pcnscs (out-paticnt)
SuFtotal

Adminstration Costs
Travel I ing and entertainment
Lcgal & prot'essional lee

Audit tees

Printing and Stationery
NIB Administration & Accountancy t'ec

Dcpreciation-Of fi ce Machinery & [:urn.

Iluildings lvltcc. - Of'llccs
Dcprcciation- tluildings
rvlotor Vchicles Maintcnance
Depreciation - Motor Vehicles
Tclephone
Irlining c\l)inic:i
Sccuritl' Scrr iccs

Ccneral Adnrin. Serviccs
Domcstic water cquipment & suppll' rntcc.

Ottice equipment mtce
Bank Chargcs
Sub-total

TOTAL

922,740
5 54,805
4l r,148

7 r,93 r

r 0.404
It79.715

8.131

20t7t2018
KSHS

4,049,370
4,787,250
8,7 I 0,490

555,790
r 59.900
490.56 I

18,660

219.929
19, r 20

8,094,785 19,031,070

t0 I 8/2t) l9
KSHS

2017/2018
KSIIS

I.l20. ti-r
r 8,400

203,93 I

r 56,000

5l.604

2. l6l.-561
14,400

9 r r.016
I 56,000

5 2.-19i

50.000
2J.99!)2{ 999

2,577.088 J,J7J,19l

r,508. I 53

i 2.3 06

i18.000
33,7 47

2 r 1,2i5
2i,600
tB.546

2 7i.li9
l5 t.i l8

I48.000
68.876

743,912
8.21i

-'i i. ie0
96.569

297.389
2t2.799
I 19.250

l l lir)
2l 2.i 29

619.5 I I

I ,194. I 60

27.01i
.1,2-r6,92J

18.250

2ll,6i7
783,721

2i.i40
t,7.td,.]54

6,3 r 1,442 7,620,415

2t
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14 OTHER EXPENSES
Advertising/ Marketing
Olfice Tea

Subscriptions & periodicals
Consumambles
GeneraI expenses

Show expenses

Petrol
Diesel
Postagcs

FIire ol Transport
TOTAL

t5 BO.{RD IIE}IBT]RS EXPENST]S

Sitting allortrncc
Accotnodation al low artcc

Travcl expenses

Lunch allowance

I6 OPER{'I'INCE,\PENSES

r\dnrinistartion [:rpcnscs
Other E,xpcnscs

Board Members

17 CAPTTAL RESERVE

[{svaluation rcscrvc
Rctaincd uarnings
Capital rcscrvc

Total Funds

'[ otal borrorvings
Lcss: cash and bank balanccs
Nct debV(cxccss cash and cash equivalcnts)
Gearing

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE,2019 (CONTTNUED)

2018/20t9
KSHS

5,040
120,699

6 r,455

277.900
450

465,544

2017t20t8
KSHS
67,040
39,297

8l,970
6,076

4 r0,785
150

605,6 l8

l0t8/20t9
KSIIS

I 27.000

81.000

18,400
84,000

20t7/2018
KSIIS

1J.000

l+.000
97,1I5
22.000

330,400 t 87,J35

2018/2019
KSHS

6,1 I l.{+2
465.544
3 30.400

2017/20t8
KSHS

7.620.r I 5

605.6 r8
r 87.135

7, t07,J86 8,4 r 3,368

20 l8/20 l9
KSHS

(67.579.28 r )

-15,049,e15

2017t2018
KSHS

(5r.576.r26)
j i.049.9i 5

(J2,s29,346 ) ( I 6.526, l9 r )

i 1,182,549

3.769.447
29.7 t3.t02

2 7.950.091

I72.85 7

I8 RELATED PARl'}' TRANSACTIONS
(a)National irrigation board orvns 60 7o shares in Western Kenya Rice Mills Ltd. 

-l'hc 
other 407o is owned by

WKI{M lhrmcrs. 'fherc is an agrccmcnt betrvccn NIB and the larmcrs tbr the ftrmrer to providc adnrinistrativc
and accountarrcl' scrviccs. aticr rvhich NII) chugcs tbr thc same at the ratc of'i% ot'thc gross rcvcnuc lirr thc year

(b)-['hc company managcment and thc board ol'dircctors did not havc any rclated party transactions rvith thc

company. Howcvcr, thcrc were some transactions between the NIB and the Company. This is t'urthcr disclosed

under note ( I 5 ) ol the notes to the tinancial statcments as NIB Adminstration & Accountancy fce.

22
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FOLLOW UP OF AUDITOR RECOMMENDATIONS

following is summary of issues raised by the external auditor, and management comments that were provided to the

We have focal persons to resolve the various issues as shown below with the associated time frame

which we the issues to be resolved.

to I

)n the Gxtcrnel
[eport

Issue /
Observetions
from Auditor

Management
comments

Focel Point person to
resolve the issue

(Name and
designation)

Stetus:

(Resolved / Not
Resolved)

Timefreme:(ru a date
when you
expect the

leference No.
audit I
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RESPONSES TO THE AUDITOR GENE I, ISSIIES ON WESTE,RN KENYA RICE

MILLS LIMTTED FOR THE YEAR ENDED 3O.I'II JUNE 20L9.

1.0 Property, Plant and Equipment

The property, plant and equipment balance of Kshs.4,463,808.00 as at 30th June 2018 exctudes

as similarly reported in the past, an undetermined value of land without title on which the

Company's buildings are located in Ahero, Kisumu County. It has not been possible therelore to

confirm legal ownership of the land and whether the carrying amount as stated in the flnancial

statements, reflects the lair value of property, plant and equipment as at 30th June 2018.

Management Response

The parcels of land on which these buildings are built are national gazetted parcels under the

management of the National Irrigation Board. The buildings stand on trust land. Hence, WKRM

does not have a title deed for the land on which its buildings are situated. The pursuit tbr title

deeds fbr the trust land has f-aced complex and sensitive issues which are being handled by the

management.

2.0 Unaccounted for Inventories in the Financial Statements

The statement of financial position reflects inventories balance of Kshs. 877,268.00 as at 3Oth

June 2018. An examination of stock sheets, however, revealed that the inventory items do not

have carrying amounts attached to them. Consequently, it is not clear how the value of Kshs.

877,268.00 disclosed in these f-rnancial statements was arrived at.

Under the circumstances, the completeness and accuracy of the inventories balance of Kshs

877,268.00 cannot be confirmed.

Management Response

The inventories in question relates to workshop tools which were purchased in prior years and

were expensed within the respective years of purchase. As such, these items are maintained in

the stock sheets as a control measure lbr accountability purposes. On the other hand, the spares

were supplied as accompaniment to the milling machines at the time of purchase hence we could

1



not get their values. In this respect, the management thought it wise not to value these spares

separately as this could lead to overvaluation of the machine.

3.0 Unsupported Receivables

The statement of financial position as at 30th June 201 8 reflects a balance of Kshs. I 8,757,91 5.00

under trade and other receivables. As disclosed in Note 4 to the financial statements, the balance

includes an amount of Kshs. 2,157,930.00 relating to the f'armers total account which is a figure

brought forward from the previous year and has not been analyzed or supported with any

documentation. Consequently, the accuracy and completeness of the debtors' figure of Kshs.

2,157,930.00 cannot be confirmed. Further, the management does not appear to have an ageing

policy on debtors.

Management Response

The management has received a commitment from the oflicials of Ahero Irrigation Scheme

Revolving Fund, stipulating that the fbrmers do not owe Westem Kenya Rice Mills Ltd Kshs.

2,157,930.00 and the same has been adjusted in our books.

The aging analysis fbr debtors is one ol'the reports that are automatically generated by the ERP

System.

4.0 Share Capital

The statement of frnancial position as at 30th June 2018 reflects share capital of Kshs.

35,049,935.00 whereas records available at the registrar of Companies reflects share amounting

to Kshs. 32,428,860.00 thus resulting to a diff-erence of Kshs. 2,621,075.00. Although the

management has explained that the difference is as a result o['shares acquired by farmers which

are however not reflected in the registrar's records. No evidence has been presented for the audit

to confirm management's assertion.

In the circumstances, it has not been possible to confirm the accuracy and validity of the

additional increase in share capitalof Kshs. 2,621,075.00 as at 3Oth June 2018.

2
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Management Response

The figure of Kshs. 35,049,935 differs from that available at the Registrar of Companies because

of the payments which were made by the farmers but the changes were not eff-ected at the

registrar's ofl-rce. For these changes to be effbcted, the management requires the Board's

approval.

In this respect, the Management will in the financial year 201912020 engage the Board in

approving the engagement of the registrar in order to issue updated share certificates.

5.0 Inter Company Transaction

The statement of financial position reflects a balance of Kshs. 27,950,094.00 under NIB Current

Account and as disclosed in Note 8 to the financial statements, the amount relates to transactions

between the company and National Irrigation Board (NIB). However, the NIB books reflects an

amount of Kshs. 79,331 ,536.00 on the account of the Company. 'fhe resulting dif ference of Kshs

51,38I,442 between the two sets of records has not been explained or reconciled.

Consequently, the accuracy and completeness of the NIB Current Account balance of Kshs.

27,950,094.00 cannot be ascertained.

Management Response

This figure of Kshs. 27,950,094 which appears in the books of the company is included in the

books of NIB under the provisions made in the financial year 201712018. There is an ongoing

reconciliation fbr the account and once it is completed and the correct position established, the

figures will be adjusted in the books of both organizations.

6.0 Failure to Remit Statutory Deductions

The statement o1- financial position reflects a balance of Kshs. 2,607,430.00 under trade and other

payables. As disclosed under Note 9 to the flnancial statements, the amount comprises of

outstanding audit f'ees, trade creditors and other creditors. Other creditors - Kshs. 1,090,698.00

relates to statutory deductions in respect of NSSF, PAYE and Sacco that had not been remitted to

the relevant authorities as of,3Oth June 2018. No reason has been given for the failure to remit the

deductions.
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Failure to remit statutory deductions may attract penalties, which have not been provided for in

these financial statements.

Management Response

It is true, that the company had not remitted the statutory deductions in respect of NSSF, PAYE

and Irrigation Sacco, at the close of the year 201712018. During the financial year the company

experienced financial challenges as they had supplied Sindano Rice to the Kisumu County

Government worth Kshs. 8,295,000.00 which had not been paid fbr hence the financial

instability.

We will adhere to the laid down rules and regulations

7.0 Current Liabilities - Long Outstanding Tax Remittance

The statement of financial position reflects a balance of Kshs. 10,440,5 I 7.00 under taxation as at

3Oth June 2018 and as disclosed in Note l0 to the tlnancial statements the amount includes

unpaid provision fbr tax on profits made during earlier years dating back to the year 1996.

However, penalties and interest in respect of the unpaid taxes have not been provided lor in these

financial statements. This has, in effbct understated the tax provision and loss fbr the year.

Consequently, the company risks payment of huge penalties and interest over and above the long

outstanding unpaid taxes.

Management Response

1'he t-rgure of Kshs. 10,440,5[6.5] relates to the provisions made in the financial statements in

the early years when the company used to make profits. In order to address Tax Compliance

matters fbr WKRM Ltd., the management engaged the consultancy services ol- Daniel Mwangi

and Associates to ascertain the extent the company has tax obligations with KRA. However,

challenges are being experienced as documents relating to the procurement of the milling facility

cannot be traced. This is because some time back in the year 2000-200 I a number of records

were destroyed through the advice of the National Archives.'fhese records would have enabled

the consultant to seek remission of some taxes. However, the consultant is still in consultation

with KRA and the management is still waiting fbr the outcome of the negotiations. More so, in
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the recent years, the Company has been making losses in every trading year making it difficult to

clear the outstanding liabilities.

8.0 Material Uncertainty in Relation to Going Concern

During the year ended 30th June 2018 the company recorded a loss of Kshs. 2,646,388.00 (2017

a loss of Kshs.6,881,340.00), which depleted the retained earnings further from negative Kshs.

48,994,438.00 as at 3Oth June 2017 to negative Kshs. 51,576,126.00 as at 3Oth June 2018. In

addition, the current liabilities of Kshs. 40,998,041 .00 exceeded the current assets of Kshs.

20,008,042.00 by Kshs. 20,989,999.00. The company is therefbre technically insolvent.

The precarious financial perfbrmance and position indicated above is an indication of the

existence of a material uncertainty which may cast a signiticant doubt on the Company's ability

to continue as a going concern and to meet its obligations as and when they fall due. The

financial statements have been prepared on going concern basis on the assumption that the

company will continue to receive financial support fiom The National Government and its

creditors. However, this material uncertainty in relating to going concern and any mitigating

measures put in place by the Company's directors to reverse the undesirable precarious financial

position has not been disclosed in the notes to the tlnancial statements.

Management Response

Following the liberalization of the economy the Company has been facing stitf competition from

both local millers and lnternational business, especially traders fiom Uganda. 'fhis has led to

inadequate raw materials (paddy) fbr milling. Previously, the Company used to get the entire crop

of paddy from Ahero, West Kano and Bunyala lrrigation Schemes.

Further, most of the farmers do not deliver their paddy to the Clompany fbr processing as per the

initial arrangement. With the liberalized market, the farmers are free to sell their produce to any

buyer who is willing to pay the highest price. Hence, lack of the raw material fbr milling has made

it tough for the Company.

The variety of rice grown in the region does not have a competitive edge in the market. This is

because most of the large scale millers will prefer the basmati varicty as compared to the

Sindano variety. Only Public [.earning Institutions purchase the rice milled by WKRM Ltd.
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These institutions suffer from cash flow problems and have a problem of settling their debts in

good time thereby denying the Company liquidity to cater for operational needs.

Another challenge faced by the Company is the old age of the Mill. Which has led to low recoveries

ofthe processed grade I rice.

Unlike MRM which has diversified sources of income i.e., investment property, WKRM does not

have any other alternative income generating activity. Thus, funding has been an issue resulting

into the decline in profitability.

The management is optimistic the company will raise over Kshs. 50M as working capital through

loans to be able to remain atloat and improve its business objective through paddy purchases,

modemizing & improving the milling plant, putting in place a marketing strategy and expansion

of market outlets.

9.0 Milling Income-Under Absorptions

Disclosed in Note I I to the t'inancial statements is a tumover of Kshs. 24,798,050.00 fbr the year

ended 30th June 2018, representing a drop of Kshs. 7,015,328.00 or22oh from the previous year

turnover of Kshs. 31,813,378.00. As noted, the turnover trend for the various rice has

tremendously gone down. No explanation has been provided by the Company for the reduced

turnover.

Further, during the period under review, the Company earned Kshs. 33,565.00 fiom milling

income against a budget of Kshs. 525,000.00 and against prior year performance of Kshs.

155,618.00, representing a78o/o drop in milling income and under absorption of 94oh against the

budget. The audit revealed that the Company has not taken measures to improve its productivity

since the type of machinery it uses is inefflcient. As a result, the productivity has remained low

in the face of rising competition fiom other mi[[ers.

Management Response

The low milling income has been as a result of many factors including;
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from traders from Uganda. Due to liberalization of the rice market fanners are not under

obligation to sell their rice to the WKRM Ltd as was previously the case.

initial arrangement. With the liberalized market, the farmers are free to sell their produce

to any buyer who is will to pay the highest price. Hence, lack of the raw material fbr

milling has made it dilficult to operate the Company optimally.

processed grade I rice and this has resulted into many business people shunning away

fiom the Company mill.

the milling facility.

9.0 Board Expenses

The statement of profit and loss and other comprehensive income reflects board members'

expenses of Kshs. 187,335.00 during the year ended 30 June 2018 compared to Kshs. 17,400.00

inthepreviousyearanincreaseof Kshs. 169,935.00. Ithasbeenobservedthattheboardof

Western Kenya Rice Mills held only one meeting during the year under review on the l6

September 2018 contrary to Section 8(l) (a) of the State Corporations Act Cap 446. In the

absence of board meeting, it has not been clear how the strategic policy and governance issues of

the company were managed by the company during the year under review.

Management Response

The Board planned for four meetings during the year. However, it was not possible to hold the

meetings for the following reasons:
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Financial constraints due to poor perlbrmance of the Company arising from the

challenges raised above.

Uncertainty in the offlcials of the f-armers' Societies due to leadership challenges, hence

not having oflicial communication on who was to be invited fbr the meetings.
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