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REPORT OF THE DIRECTOR.S

The directors present t,he audited accounts for the year ended 30th June 1987.

RESULTS

The results for the year are set, out, in the profit and loss account, on page 8.

DI\IIDENDS

The directors do not. recommend the declaration of a dividend.

DIRECTORS

The names of the direcLors are set out, on page 2.

AUDIIORS

The Auditor - @neral (Corporations) has appoint.ed tl,/s. ltartin & Associates
under Sect.ion 29 12) (U) of t,he Exchequer and Audit (AmendnenE) Act, I9B5
(Cap.412) to be the Authorised Auditors of the company for Lhe financial year
L987/88.

The Directors Eake this opportunity Eo thank the out,-going auditors, tVs.
Coopers & Lybrand, for t.he excellent job they rrave done and the co-olEration
and assist,ance they have given to the qunpany for Che IasE 8 years.

ORDER OF THE

etar

...1.(r....?t. 1988.
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FINA}ICIAI RESTJLTS

I regreE to report, that during the company's past. financial year 1986/87 *e
corrpany made an operat,ing loss of Shs.t3.6 mil}ion. This time the combination
of falling fluorstrnr prices, rising operat,ing costs and a ureak market proved
Eoo much for the corrpany, and it. rade an operating loss in respect, of a
financial year for the first time since its incorporaLion in 1979.

SALES

the total tonnage of fluorspar sold during 1986/87 was 571204 wet, met,ric tonne
(Wl[I) equivalenE to 521280 dry melric tonne (Dl'tI), which consEituEed only 57t
of the fuII production capacity qf the company. Of this tonnage only 7 WUI
were sold locally. The sales budg:et, for L986/87, which had ant,icipated sales
of 751000 Lonne, was thus under-achieved by 24t.

The total value of sales was Shs.5610581000 of which the net export earnings
for the country anpunted to us$3.5 million.

The average US dollar price per DI'fI of fluorspar FOB Mombasa which the corpany
earned during the 1986,/87 was $0A.aa compared to $82.02 in L985/86. There was
t,hus a fall of I5t. gecween January 1, 1983 and June 30, 1986 Ene adverse
effecEs of the falling dollar price for fluorspar were not, exlErienced by the
corpany in t,heir fuII severity because the fall in t,he dollar price for
fluorspar lras to some extent compensated by fhe increase in Che value of US
dollar in terrns of Kenya shillings. For L986/87, however, tlre average rate of
exchange between the US dollar and the Kenya shilling which was applied on the
conpanyrs exSnrts was about, the same as that f.or L985/86. Consequently the
cory)any suffered the full severity of the t6t fall in the average price per
DI,IT FOB Monbasa.

PRODUCTION

The company produced 5Ir097 lllfl (461568 DMT) of fluorspar at, an average
production cost of sfts.63l.50 5rr DIII conpared to Shs.559.95 per DMI in
L985/86. Thus the average cost of product,ion per DI'!I rose by 13t. One of the
inport,ant elements in this rise was t,he cosE of electricity which was
increased by 30t on January 1, 1987. Production cost per DMT had been budget,ed
at, Shs,530, and something near t,his should have been achieved if the expected
rate of output by the Concentrator had been mainEained. The attempts to reduce
phosphorus in our final product, by Ehe netallurgical techniques at. our
disposal, unfortunately, also reduced the recovery of the fluorspar
concentrate from crude ore and consequently Ehe rate of ouEput,. These attempts
to reduce phosphorus (and thereby, hopefully, inprove Ehe marketability of our
producL) were carried on throughout 1985/87, wi,ch t,he resulE t,hat, t,he rate of
outpuE tlrroughouL the year was Iow. It, took l0 rnonths to produce the tonnage
of fluorspar which should other$rise have been produced in 6 rpnchs, and it is
dourlctful that the results as far as the marketability of our product, was
concerned just.ified the additional costs which we incurred.

t

\
I
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I

Given Lhe level to which fluorstrnr prices have fallen (over 40t below 1982

trices), the chances of survival for t.he corPany will depend on-the extenE to
wnicf, we wiII succeed in increasing the volume of sales and product'ion and at'

the same tine reduce overheads. A ]ot of effort is being made on these two

fronts, and it is hoped tlnc tnis wiII begin to bear fruit from 1988.

The conpany expecEs to se}I 67,836 Eonne of fluorsSnr durinq L987/88, which is
only 68i of cne full production capacity of the _company. ffirat is required at
tfrii cime, and what w6 are aiming lt, is Eo produce and sell I00r000 tonne of
fluorslnr a year. Therefore, conlideraole woik remains to be done on the sales
front,.

Wit,h regard to cost, reducEion, severaL measures have been taken, and ot'hers

are in the process of being taken, during 1987/88 and it is expected t'hat. if
these rreasures are aII suciessfully inplemented, the effecE wiII be to reduce

production costs and overheads by ic least, shs.5 million a year below their
\gA;/fl level. I will ment,ion the rpst, imporEant. of these.

(I) It. has been decided to abandon t,he costly process to reduce P2 05 in
oui proauct. This wiII nake it, possible tbr the rate of the concentraEorrs
ouipirt to increase Eo 91000 WMI of fluorspar per month and the averge
pro'ducrion cosEs per OUi Lo be reduced from Shs.631.50 to abouE Shs.450.

SimultaneousIy, we wiII concentrate our marketing efforts-on Pot'ent'ial
customers who can accepE fluorspar mat,erial with relat,ively high P2 05

content,.

(Z) Tne company has requested Ehe Government. that Ehe Treasury loan of
in".al million be convertea into share capital. This request is receiving
consideration. rf the conversion of the Ioan into equity is approved, tlris
wiII save the company the cost, of debt servicing averaging Shs.6.8 mlllion a

year for the next. 10 years, including interest charges averaging Shs'2'5
million per year.

(3) Various llpasures have been introduced to reduce total wages and

saiaries by at, Ieast shs.2 million (I4t) a year below their L986/87 level. rf
Ehe fluorslnr market and prices do not' inprove, the survival of Ehe company

nay eventuiffy necessitate npre drasLic action to reduce the payroll bill even

fuitner, including changes in terrns of service'

The Board of Directors has not recormended any dividend ouE of the reserves'
This is because Ehe conpany exPecEs to nnke another operat'ing }oss during
LTBT/BB and has tO replace a bulldozer and traxcavator.

STAFF

Irere were several irynrtant. staff changes during the 1986/87' In eptil 1987'

the Generaf Managerl hr. Goeffrey Jones-resigned to take uP another

ippoini*ng in erist.ialia. For gn6 fotlowing Lhree rpnths while we were looking

for another General Manager, the conpany was run by a managenrent conunit'tee

consist.ing of the Heads of DeParLment and myself'
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CHAIRI',IAN'S STATEMENI (CONTiNUCd)

!lr. Benon Tamusange, ttining lrtanager, resigned in May 1987. He was replaced as

Mining Manager by Ur. Michael Kabugu.

t,tr. vlillian cheptoo was promot,ed to the tpsL of Administration !4anager.

l4r. Peter Muthig $ras Promcted to the Post of Chief AccounEant.

The nr.rmber of enrployees on permanent terns of service wenE uP_by 33t during
t.he year from an average of- 416 in 1985,/85 to an average of 552 because of t,he

laboirr law requirement. to confirm casual employees who have worked for long
periods.

Ttre conpany continued to have an excellent, working relaEionship with Kenya

Cuarry ind ttiners Vlorkers Union, Eo folloh, its policy of good relations aE

frorkr-and to concern itself wiLh the well-being and Progress of aII iEs
employees.

Although we did not operaEe profitably as in the pasE years, I must, extended
thanks to the Managenent and staff of Ehe @mPany for the hard work they put
in under very difficult circumstances.

ffc )

CHAIRMAN

tL - )_
1988



REPORT
KENYA

oF THE AUDITOR-GBNERAL (CORPORATIONS ON THE ACCOUNTS OF

FLUORSPAR COMPANY LIMITED FOR THE YEAR ENDED 3OTH JUNE 1987

The Accounts of Kenya Fluorspar Company Limited for the year
ended 30th June, Lg87 have been examined on my behalf by the
Company's authorized auditors in accordance with Section 29
(2)'(b) of the Exchequer and Aud.it (Amendment) Act, 1985. The
authorizecl auditors have duly reported to me the results of
their audit and on the basis of their report, I am satisfied
that all the information and explanations required for the
purpose of the audit were obtained. Proper books of account-nave been kept by the Company and the accounts are in agreement
therewit h .

The Company's trading perfolmance during the year I9q9l87 was
poor. it incurred an operating loss of Kshs.13,614,000.00
tompared to a profit of Kshs.757,000.00 realized in the previous
yea". The future trading prospects of lhu Company ale stated
io Ue not bright particularly due to falling prices for fluorspar
and increasing proOuction costs. The accounts of the company
for 1986187 have, therefore, been prepared on a going concern
basis which assumes that the Company will find markets to sell
its projected fluorspar concentrate sales of 67,836 tonne in
198?'/88 and that negotiations to convert the Treasury loan of
Kshs.4L,O23,OOO.00 plus interest accrued and outstanding thereon
of Kshs. Z, tSg ,7L2,50 into share capital will succeed'

In
of
of
and

A.J

my opinion and subject to the above reservation, the
tfte Lompany give a true and fair view of the state of
the company as at 3oth June, L987 and of its loss and
applicition of funds for the year then ended.

accounts
af fairs
source

-^----R-GENERAL ( coRPoRATTONS )

8th June 1 988



KEI.IYA FLUORSPAR COI,IPANY LIMITED

PROFIT AI{D LOSS ACOOUNT FOR THE YEAR ENDED 3OTH JUNE }987

12 mont,hs Eo
30 .6.1987

Shs | 000

Page 8

18 mont.hs to
30 .6. 1986
Shs'000

Note

NTRNOVER 56 r 058 99,870

OPERATING ( I.oSS ),/PROFIT

TNqTION

(LOSS) FOR THE YEAR AFTER TA)(ATION

i STATEI,IENI OF REtrAINED PROFITS

}ST JT]LY 1986

CAPITT\LISATION OF. RETAINED PROF,ITS

(LOSS) FOR TIIE YEAR

3OTH JUNE 1987

Report of lhe auditors - page 7

Stacenrent of source and applicat.ion of funds - page I0
The not-es on Pages ll to 15 form part, of t,hese accounts.

2

3

( 13, 614 )

1 ,36I

757

2,44L

7

(14,975) (r,684 )

42,044 63,728

( 20,000 )

(1r684)(14,975)

27,069 42,044



KENYA FLUORSPAR COI,IPAM LIMITED

BAI.ANCE SHEET 3O1T{ JUNE 1987

FIXED ASSETS

CURRE}IT ASSETS

SEocks
Debtors
SnorL Eerm dePosits
gank balances and cash

CURRENI LIABILITIES

Creditors
Taxation

NET CURREI.II ASSEIS

Financed bY:-

SHARE CAPITAL

RESERVES

SHAREHOLDERS 
I INIERESTS

LOA}J CAPITAL

<- s)

NOEC 30 June
]987

shs '| 000

19,5I2

Page 9

30 June
I986

Shsr000

25,7024

5

70,664 8I,608

90,L76 I07,310

6

7

20,000

29,L53

20 r 000

44,128

I
49, I53

4L,023

64,L28

43,182

90,176 ro7,3lo

Director

Di rector

ReporE of Ehe auditors - Page 7

Stifement of source ana app:'ication of funds - page 10

The notes on pages II to 15 form parL of Ehese accounts.

40 t238
t5 t926
r3 r 840
16 ,7 4l

43,694
20,958
25r 889
2,436

86,745 92,977

L4,344
1,737

8r650
2,7L9

16 r 08I 1I, 359



KEI.IYA FLUOI1SPAR COMPANY LIMITED

STATEI4ENI OF SOURCE AND APPLICATIOI'I OF FUNDS

SOURCE OF FUNDS

@rating Profit
eAiustmenti for items not' involving the
movement of funds:-

Depreciat.ion
Profit on sale of fixed assets

ToEaI generated from oPerations

Proceeds of sales:
Fixed assets

Reductions in:
Stocks
Debt.ors

Increase in creditors

Tota} from al] sources

APPLICATION OF FUNDS

Operat.ing loss
ExpendiEure:

Fixed assets
Tax paid

Decrease in loan caPital
Increase in:

DebLors

INCREA.SE,/(OBCNNESE) IN TIQUID FUNDS

Short, term fixed dePosit's
Bank balances and cash

6,433 r0 ,0]3

908

2,L37

90

3,456
5,032
5,694 4,7 42

20,705 17 ,800

13 r 614

2
2

,
334
343
rs9

6r883
666

,

r0 ,046

r8,450 17 ,595

2,255 205

7r809
( 7,604 )

2,255 205

30 June
l9B7

shs | 000

6,

Page I0

30 June
1986

Shs'000

751

l0 ,085
(829)

523
(90)

(r2,
L4,

049
304

Report of the audiEors - P1g9 7
The notes on Pages 1l to 15 form Part of these accounts'



NOTES TO THE ACCOUNTS



KEI.IYA FLUORSPAR @I'IPANY LIMITED

NOltsS 10 TIIE AC@UNIS 3O1II JI'NE 1987

Page lI

I. PRINCIPAL AC@UNII}IG POLICIES

The accounts are prepared in accordance with the historical cpst convent,ion.
The following is a sununary of the rore irqnrtant. accounEing policies used.

(a) DepreciaEion

Depreciation is calculaEed to wriLe off the cost of fixed assets on a st,raight
Ii-ne basis over the expected useful lives of Ehe assets concerned. Tne annual
raEes used for t,his PurPose are:-

Mining and exploration equipmenE Actual hours worked
Ioading, weighing and despaEch qquiPment' 5.0t
Plant, machinery and project develoSxnent 10.01
CommunicaLion equipmenL, furniture and fittings 12.5t
Lighting plant and generators, Iaboratory and
building equipment, 20.0t
ltrEor vehicles, earth rcving equiSxnent, for roads,
inplenents and tools 25.0t

(b) Stocks

Stocks are staEed at the lower of cost, and net realisable value. In general
cost is determined on a first in, first, out. basis and includes transporE and
handling cpsts; in Ehe case of manufactured producEs costs include aII direct
expenditure and production overheads based on the normal level of acEivlty.
nel realisable vilue is the price at, which the stock can be reallsed in the
nornal course of business afEer allowing for the costs of realisation.
provision is made for obsoleEe, slov, roving and defect,ive stocks. Reagents and
grinding rnedia are wriEEen off at, the Eire of purchase.

(c) Foreiqn currencies

AsseEs and liabilit,ies expressed in foreign currencies, are translated to
Kenya Shillings aE the rat,es of exchan$ ruling at the year end.

(d) Expor t compensation

Export compensat,ion income is accounted for on a receipts basis.

(e) Bad and doulcEful debts

Specific provision is made for aII known doubt,ful debts. Bad debts are writ'ten
oif when lU reasonable st,eps to recover them have been taken wit,hout success.

(f) Eferred taxation

provision is made at the rate ruling at the year end for deferred Eaxation
Li""pt in respect, of Eaxation which can reasonably be expected to cpntinue to
be deferred for the foreseeable future.



KENYA FLUORSPAR COI'IPANY LIMITED

t{OmS TO THE ACCO{.INIS 30TH JUNE 1987 (cont'inued)

30 June
r987

shs | 000

3,024
L4$22

Page 12

30 June
]986

shs | 000

10,085
2L4

4,557

4,87'?
13 r 053

I
(g)

PRTNCIPAL AC@UI{TING POLICIES (CONt'iNUCd )

Sales

2 OPERATING PROFIT

Turnover of the comPany, which excludes sales tax and exPor[ rebat'es is the

iggi"gut" invoice-vlfr6'of goods and services and the sales value of
deliveries made on cont.racts, estimated by reference Eo the t'olal sales value

of each contract.

I sale is deemed to have been made once a loaded ship has sailed from Vharaki

Wharf, Mombasa.

(h) Turnover

This is stated after charging:
DepreciaEion
AudiEors' remunerat.ion
Abnormal shut.-down exPenses (Note l0)
ConsignmenL sEock costs (Note I0)

6

2
I ,

524
204
000
846

and afEer credit,ing:
Interest, from fixed dePosit's
Export. comlEnsation

3 TAXATION

On the oPerating profiE for the period 1 r361 2,44L

r r36l 2,44L



KENYA FLUORSPAR @I,{PA![Y LII4ITED.

NO{IES 10 THE ACCOUNIS 3OTTI JIJI.IE 1987

4 FIXED ASSETS

Page 13

Flotation
Plant.

Shs'000

EarLh Staff
Moving & Houses CorPanY
Drilling and ot,her tibLor
Equiprnent Buildings Vehicles
Shs'000 Shsr000 Shsr000

OEher
A.ssets
Shs'000

TEEAL
Shsr000

53 r 831
334

CoSE:

I Juty 1985
Additions
Transfers

30 June 1987

Depreciation:

I JuIy 1986 '.

Charge for the Year
Transfers

30 June 1987

NeE book value
30 June 1987

30 June 1986

22,095 5,3r5
L22

(2,87L1 240

L0,762
164

2,406

2,838 L2,82L
48

225

L3,332 L9,224 5,677 2,838 I3r094 541165

6,798
r,076

13 r 303
2,066

G,I34 )

21040
53r

1r355
s96

4,633
2,255
r ,134

,L
,5

28
6

29
24

7,874 14,235 2,57L lr95r 8,022 341653

5, 458 4 ,989 3, 106 987 5,072 L9 ,512

3,964 8,792 3,275 rr483 8rr88 251702

5. STCKS

Fluorspar concentraEe
Flotation planE spares and materials
General spares, materials and consunables
LaboratorY st.ock
Goods in t.ransit

30 June
I987

Shsr000

6r3
6I9
930
436
640

30 June
r985

Shs'000

20,598
13 r 386
8r916

450
344

L7,
I3

7

40 ,238 43,594



KENYA FLUORSPAR COI4PA}TY LI}4ITED

NOTES TO THE ACOUTWS 30TH JLII'IE 1987 (cont'inued)

6 SHARE CAPITAL

Ordinary shares of Strs.20 each:
Authorised - Ir000r000 shares

Issued and fully paid

7. RESER\IES
Capital
Shs | 000

lst .IuIy 1986
Ioss for the year

8 I.OA}I CAPITAL

30 June
1987

shs ' 000

Page 14

30 June
I986

Shs | 000

20,000 20 r 000

20 r 000 20 r000

Retained
Profits
Shs'000

42,044
(l4r975)

TSIAL
Shs 1000

44
t4

128
975

,
t

2,084

30th June 1987 21084 27,069 29,L53

The capiEal reserve represents Ehe excess of Ehe book value of asseLs ac$lired
from che receivers and managers of Fluorsgnr Company of Kenya Limited over the
amount, paid.

30 June
r987

Shs'000

30 June
I986

Shs r000

Unsecured 8t loan

Repayable

I988/98 4r ,023 43,L82

The GovernrrEnE finance vJas converted into 8t loan capiLal from lsE January
1986. Ttre principal is repayable in 20 egual half yearly instalments. from 30t,h

.lune 1988.



KEI{YA }-LUORSPAR @I'IPAI{Y LIMITED

NOIES 10 THE AC@UNIS 3oltl JUNE 1987 (continued)

9. CAPITAL @MI"IITI'IENTS

Approved by the board of directors but'

not contracted for

}I. DIRECIOR.SI EI'PLUMENTS

As direcEors

30 June
r987

Shsr000

6r 950

Page 15

30 June
r985

Shs'000

7r900

IO. EXCEPTIONAL ITEMS

Abnorrnal shuEdown exPenses relate to the producEion overheads whrcn are

incurred while d; ;fiilg-and/or Ehe concenurator producEion operaEions are

closed for lack of sales.

Tne consignment st.ock cost.s relaEe to goods held on consignmenE aE I JuIy

19g6. The costs were incurred in order to reeE t,he condit'ions of poEential

buyers.

30 June
1987

Shs'000

60

30 June
1986

Shsr000

2L5

Report of the auditors - Page 7.



KENYA FLUORSPAR COI4PAI'TY LII'4ITED

DEf,AILED PROFIT A}ID LOSS AC@U}M FOR TII YEAR EI'IDED 3OTTI JUNE }987

12 months to
30.6.1987
Shst000

SAI,ES
56,058 99 ,870

COST OF SALES

@ening stock
ttill operating costs
Carriage, freight and handling expenses

Closing stock

57 r035 75 r 308

GROSS(IOSS)/PROFIT
(e771 24,562

Page 16

18 months Eo
30 .6. 1986

Shs | 000

ADD:

Export. comtrnnsat'ion
Miscellaneous incorne

LESS:

Selling exlEnses
AdminisLrat.ion exPenses
Service dePartnent exPenses
Road mainEenance exPenses
Finance exPenses
Arprt,isat,ion of development extEndit'ure
Abnormal shut.-down exPenses
UndisLributed workshoP costs

17,603

4,332
8r465
9r4lr

849
3,702
2,458
2 ro0o

4
13

, 900
040
532
978
066
3II
557

37

,
13,
I,
'2,
3,
4,

3L,2L7 43,42L

757

L4,022
4r558

13 r 053
6r563

44,L78

20,598
29,407
24,642

( 17 ,612 )

20
4T
34

(20

332
253
32L
s98 )

NEIr OPERATI}G ( IOSS ) /PROFIT
(t3r614)



KENYA FLUORSPAR @MPANY LII'IITED

MILL OPERATTNG COSTS

Acid grade mining - Production
Diamond orilling
LaboratorY oPerating cosLs
Product,ion overheads
Crushing and fine ore
Grinding
Boiler house
Thickening and filtering
FloLation
Water supplY and treatment
Pollution and effluent cont.rol
Power supplY
MiIl maintenance overheads

CARRIAGE, FRETGIIT A}{D HANDLT}G H(PENSES

TranslDrt, and handling exPenses

SELLING H{PE}ISES

Sales commission

ADMINISIRATIChI HAE}ISES

Audit fees
Provision for obsolete stocks
Personnel
Accounts
Stores
AdminisEration overheads
Legal and Professional charges
Nairobi office

SERVICE DEPARTIYIENT H(PET'ISES

SecuritY
SafeeY and fire
Building repairs and nainEenance
Medical
@neral welfare
Schools

FINANCE HGEIISES

InLerest, on loan caPital
Bank charges

29,406 4L,253

24,642 34,32L

4,332 4r9oo

4,332 4 ,900

Page 17

12 monbhs to
30.6. 1987
Shsr000

ro r 125
202
820

L,265
4,034
1 r543

4t
50I

2,58I
337
498

6 r054
r ,405

I8 rnonrhs co
30.6. 1986
shs ' 000

Ir r040

2 ,0r8
2, I00
5,463
4,694

53
645

5,052
860
683

7,2L2
rr433

204
I55

rrr79
r r060
L,444
3r7rr

22
690

2L4
L,270
L,220
r r738
2, 3oo
5 1325

20
952

8r465 13 r 040

L,497
II7

2r2L0
2rLLg
2,528

940

2,056
221

4,532
2,870
2r60r
L,252

9 r4rl 13 r 532

3,456
246

L,728
338

3,702 2,066




