







































































I AGRO-CHEMICALS

ANNUAL REPORT & FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30™ JUNE 2013 W= FOOD COMPANY LIMITED

Notes To Che financial tatements ~stor The Y ear Ended 500
une 2015

1. GENERAL INFORMATION

Agro chemical and food Company Limited was incorporated under the Kenyan Companies Act. The
address of its registered office is as follows

Jeevan Bharati Building

7" Floor, Harambee Avenue
P.O.Box41175-00100
NAIROBI

Telephone 020-2230083

2 PRINCIPAL ACCOUNTING POLICIES

Statement of Compliance
The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS). The principal accounting policies adopted remain unchanged from the previous

year and are stated below:

Standards and Interpretation in use and not vet adopted

At the date of these financial statements, the following interpretations were in issue but not yet effective:

* - Investment Entities:- Amendment to IFRS10, IFRS12 and IAS 2 ( Effective for annual periods
beginning on or after 1 January 2014)
- Offsetting financial assets and financial liabilities:- Amendment to IAS 32insights into IFRS
chapter 78 Effective for annual periods beginning on or after 1 January 2014)
+ - Recoverable amount disclosures for non-financial assets:- Amendment to IAS 36 ( Effective for

annual periods beginning on or after 1 January 2014)

- IFRIC 21-: Levies ( Effective for annual periods beginning on or after 1 January 2014)

- IFRS 9:- Financial Instruments: Insight into IFRS chapter 7A (( Effective for annual periods
beginning on or after 1 January 2015)

The directors anticipate that the adoption of these standards and interpretations will not result in significant
changes in the company's accounting policies.

Basis of Preparation

The financial statements are prepared on the historical cost basis of accounting as modified to ensure
compliance with the requirements of the International Financial Reporting Standards (IFRS). The financial
statements are presented in the functional currency, Kenya Shillings.
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Revenue Recognition

Sale of spirits and yeast are recognized upon delivery to or collection of product by customers and are stated
net of Value Added Tax, Excise duty and discounts. Excise duty does not apply to yeast sales.

Interest income is accrued on a timely basis, by reference to the principal outstanding at the effective interest
rate.

Other income includes interest earned on fixed deposits and from normal trading activities and is recognised
on accrual basis.

Taxation

Current taxation is provided on the basis of the results for the year as shown in the financial statements,
adjusted with the tax legislation. ~Current corporate tax rate is 30.0% on adjusted profit. There is no tax
liability in view of losses available for carry forward of Kshs.4.839 Million (2012: 4.786 million).

Deferred tax liability is provided using the liability method, for all temporary timing differences arising
between the tax bases of assets and liabilities and their carrying values for reporting purposes. Currently
enacted tax rates are used to determine deferred tax. Deferred tax assets are recognised only to the extent that
it is probable that future taxable profits will be available against which temporary timing differences can be
utilised.

Property, Plant and Equipment

Property, plant and equipment are stated at cost or at professionally re-valued amounts less accumulated
depreciation and any accumulated impairment losses.

Property plant and equipment are re-valued at periodic intervals usually after five years. The basis of
valuation is depreciated replacement cost.

Increases in the carrying amount arising on revaluations are credited to a revaluation surplus. Decreases that
offset previous increases of the same are charged against the revaluation surplus. All other decreases are
charged to the income statement.

Tangible property, plant and equipment are depreciated in the year of acquisition and no provision for
depreciation is provided for in the year of disposal.

Depreciation is calculated to on the straight-line method to write off the cost or re-valued amount of each asset
to its estimated residual value over its estimated useful life. The annual rates used are:

Land 1.05%
Miscellaneous Property 5.0%
Buildings 2.5%
Plant & Machinery 4.0%
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Instrumentation & cooling units 4.0%

Motor Vehicles 12.5% for re-valued items and
25.0% for additions thereafter.

Computers 33.0% forre-valued assets and

25.0% for additions thereafter.
Furniture and fixtures 15% forre-valued assets and 10% for additions thereafter

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying
amounts and are taken into account in determining operating profit. On disposal of re-valued assets, amounts
in the revaluation surplus to that asset are transferred to retained earnings.

The carrying values of property, plant and equipment are reviewed annually and adjusted for impairment
where it is considered necessary.

Intangible Assets

Intangible assets comprise the cost of acquired computer software programmes. Expenditure on acquired
software programmes is capitalised and amortised using the straight-line method over their useful life,
generally not exceeding four years. The carrying amount of intangible assets is reviewed annually and
adjusted for impairment where it is considered necessary. Intangible assets are not re-valued.

Inventories

Finished alcohol and yeast are stated at the lower of production cost and net realisable value calculated on
“average” basis. Production costs comprise expenditure directly incurred in the manufacturing process and
an allocation of normal production overheads attributable to the process. Net realisable value represents the
estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and
distribution.

Spares, chemicals and consumable stores are stated at cost. Costs are calculated on weighted average basis
and include direct purchase cost, insurance, freight and other incidental costs.

Assets held for sale

Non-current assets are classified as held for sale if their carrying amount will be recovered through a sale
transaction rather than continuing use. This condition is regarded as met only when the sale is highly probable
and the asset is available for sale in its present condition. Non-current asset classified as held for sale are
measured at the lower of the asst's previous carrying amount and the fair value less costs to sell.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
reward of the ownership to the company as the lessee. All other leases are classified as operating leases.
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Company as a lessor

Rental income from operating leases is recognised on the straight line basis over the term of the relevant lease.

Company as a lessee

Rentals payable under operating leases are charged to income on the straight-line basis over the term of the
relevant lease. Any payment required to be made to the lessor by way of penalty, termination of leases before
expiry of the lease period, is recognised in the year in which termination takes place.

Foreign Currencies

Assets and liabilities expressed in foreign currencies are translated into Kenya Shillings at the rate of
exchange ruling at the balance sheet date. The current ruling exchange rate was. Kshs. 85.912 year 2012 Kshs.
84.15 per US$ ruling at the balance sheet date. Transactions during the year in foreign currencies are
translated at the rate ruling at the date of the transactions. Realized and unrealized exchange rate gains or
losses arising from such transactions are recorded in the income statement.

Borrowing Costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying
asset are capitalised as part of that asset. Other borrowing costs are recognised as an expense in the period they
are acquired.

Research and Development expenditure

Expenditure on research and expenditure is recognised as an expense in the period in which it is incurred. Any
internally generated intangible asset arising from development (or from the development phase of an internal
project) is recognised if and only if, all of the following have been demonstrated

*  The technical feasibility of completing the intangible asset so that it will be available for use or
sale.

* Theintention to complete the intangible asset and use or sell it;

e Theability to use or sell the intangible asset;

*  How heintangible asset will generate probable future economic benefits.

e The availability of adequate technical, financial and other resources to complete the development
and to use or sell the intangible asset; and

e The ability to measure reliability the expenditure attributable to the intangible asset during its
development.

The amount initially recognised an internally-generated intangible asset is the sum of the expenditure
incurred from the date when the intangible asset first meets recognition criteria listed above. Where no
internally-generated intangible asset can be recognised, development expenditure is charged to profit or loss
in the period in which it is incurred.
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