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MI.JHORONI SUGAR COMPA}.IY LIMITED (IN RECETVERSHIP)
REPORT OF THE JOINT RECETVERSA,IANAGERS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JIINE 2023

REPORT OF THE JOINT RECEIVER MANAGERS

The Joint Receiver M8ragers pres€lrt their report together witl the audited frErci8l statema$ ofthe compaqy for
the year ended 30 June 2023.

PRINCIPAL ACTIVTIES

The principal activities of $€ comparry is manufacn[ing of sugar and lhe proyision of suDport lo sr.rgff cane out
PtrOWenl.

OPERATIONS OF THE COMPA}.IY
The goyerrunen( as lhe mdor shrreholder, plsm to div€st ils st8l(e in the sugar mmparry lo improve its

performmce and competitiveness lfuough privatisation

RESTJLTS

Loss before taration
Taxation

l.oss for lhe year transferred to accumulaled deficil

2023 2022
KSh KSh

(457,863, 3) (s94,5s1,386)

(467.863.963 (594,55r,386)

CORPORATE SOCIAL RESPONSIBILMIES

I Continued with supply of improyed quality water to the surrormding commr.rity, churches ed schools as part

of socia.l corporale r€sponsibiliq-.
2 Roads rehabilotion ed mainteo8ncs nithin Muhoroni Sugar out grower zone lr'as carried out to enhance

zonsl mobility, but ras limited on account offunds.
3 Proridod health seryic€s to thc commuity in coll8boration with Minist) of HesltL Aphi! Plus, OGRA and

ICAP. This included:
- Provision of ARVs 10 llre suroEding communit)' to E lolsl of 369 persoG registerea.
- Antenatsl carc with 8n ellusl trget of45 pelsons.

4 In colhbontion with lh3 County Govemmemt of Kisumq repsired ltle rosd to the Nltyo sub comty hospital

for easier access by the community.

STATEMENT AS TO DISCLOST'RE TO THE COMPAT.IYS AUDTTORS

With respect to *h rccaiver/[lsnsgEr d the lime thb report wrs approyedi
(a) There is so far as the person is aware, no relevanr audit infonnation of whidr rhe Compary Audilor is unaware;

and
(b) The person h8s takm all the st@ thrt th€ porson ought to have talrn as a Dir€ctor so as to be aware of any

releyaot aud,t information and !o €stsblish rh81lhe Comparq's Auditor is aware offia information.

BY ORDER OF TIIE JOINT RECETVER MANAGERS

Joint ver Manager

Dale lO(* {,rrrA 2024
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MUHORON] SUGAR COMPANY LIMITED (IN RECETVERSHIP)
REPORT OF THE JOINT RECEIVERS/IvIANAGERS AND FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JLINE 2023

STATEMENT OF JOINT RECEIVER MANAGERS' RESPONSIBILITIES

'lhe Kenya Companres Act requfes the Jomt Recerver Managers to prepare tinancral statements tor each
financial year which give a true and fair view of the state of affats of the company as at the end ofthe frnancial
year and of the operatlng results of the company for that year. It also requires the Joint Receiver Managers to
ensure that the company keeps proper accounting records which disclose with reasonable accuracy at any time
the fmancial position of the company. They are also responsible for safeguarding the assets ofthe company.

The Joint Receiver Managers are responsible for the preparation and fair presentation of these lmancial
statements in accordance wrth Intemational Financial Reporting Standards and the requirements of the Kenya
Companies Act and for such intemal controls as management determines is necessary to enable the preparation of
financial statements that are free from material misstatements whether due to fraud or error

I ne Jorff Kecerver Nlanagers accepr responslo[lly ror me annuar r[urnclar sratemerus, wnlcn nave Deen prepareo

using appropriate accounting policies supported by reasonable and prudent judgements and estimates, ln
conformity wrth International Financial Reporting Standards and in the manner required by the Kenyan
Companies Act. The Joint Receiver Managers are of the opinion that the financial statements give a true and fair
view of the state ofthe financial affairs of the company and of its operating results. The Joint Receiver Managers
further accept responsibility for the maintenance of accounting records which may be relied upon in the
preparation of financial statements, as well as adequate systems of internal financial control .

lhe Jomt l(ecerver Managers acknowtedge mat the contmued exrstence oi the company as a gorng concem
depends on continued support from the debenture holders and the govemment and the success of the measures
that the Joint Receiver Managers and the goverrunent hive put in place to retum the company to normal business
operations ard profitsbility. The Joint Receiver Managers are of the view that once the planned measures are
adopted, the company will successfirlly renrn to profitability. In view of the foregoing the Joint Receiver
Managers consider it appropriate to prepare financial statements on a going concern basis.

Joint Receiver Manager

Date ?024
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OFFICE OF THE AUDITOR-GET{ERA L

EnhonL'ing ..l L ct;u nt u h iI i tt'

REPORT OF THE AUDITORGENERAL ON MUHORONI SUGAR COMPANY LIMITED
(IN RECEIVERSHIP) FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of set out on pages 4 to 23, which
comprise of the statement of financial position as at 30 June, 2023, and the statement of
comprehensive income, statement of changes in equity, statement of cash flows and for
the year then ended, and a summary of significant accounting policies and other

Report of the Auditor-General on Muhoroni Sugar Company Limited (ln Receivership) for the year ended
1O .hno )O21



a
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 do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Variances in the Financial Statements

Review of the annual report and financial statements revealed variances between the
amounts reflected in the statement of comprehensive income and statement of financial
position with the ledgers and supporting documents as indicated below:

(D The statement of comprehensive income and as disclosed in Appendix I to the
financial statements reflects an amount of Kshs.1,656,089,145 in respect of
revenue, however, the ledgers provided for audit revealed an amount of
Kshs.1,927,307,800, resulting in a variance of Kshs.271,218,655 that has not
been reconciled or explained.

(ii) The statement of comprehensive income and as disclosed in Appendix ll reflects
an amount of Kshs.23,757,472 relaling to other operating income, while the
supporting ledgers reflects an amount of Kshs.24,302,582 resulting to
unreconciled variance of Kshs.545,1 10.

(iii) Further, the statement of comprehensive income reflects an amount of
Kshs.1,669,080,368 relating to cost of sales and as disclosed in Appendix I to
the financial statements. The cost of sales differed with ledger balances of
Kshs.1,650,225,151 by Kshs.18,855,217.

(iv) The comprehensive income further reflects administrative expenses amounting
to Kshs.478,630,212, while supporting ledgers reflects amount of
Kshs.168,734,645 resulting to unreconciled variance of Kshs.309,895,567.

(v) The statement of financial position and as disclosed in Note 13 reflects trade and
otherreceivablesbalanceof Kshs.390,492,491 netof provisionofdoubtful debts.
However, the ledgers provided for audit review had a balance of
Kshs.266,056,997 resulting to an unreconciled variance of Kshs.124,435,495.

(vi) The statement of financial position reflects an amount of Kshs.217,415,087
in respect of inventories. However, the supporting ledgers amounts to
Kshs.352,364,325 results to unreconciled variance of Kshs. 1 34,949,238.

(vii) ln addition, the statement of financial position and as disclosed in Note 17
to the financial statements includes trade and other payables amounting
to Kshs.19,908,316,918, while the supporting ledgers amounted to
Kshs.783,789,914 resulting to unreconciled variance of Kshs.19,124,527,005.

Report of the Auditor-Ceneral on Muhoroni Sugar Company Limited (ln Receivership) for the year ended
30 June, 2023
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(viii) Further, the statement of financial position and as disclosed in Note 16 to the
financial statements reflects borrowings balance of Kshs.9,689,313,375, while
the supporting ledgers reflected an amount of Kshs.9,519,033,636, resulting to
unreconciled amount of Kshs. 1 70,279,739.

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

2. Unsupported Trade and Other Receivables

The statement of financial position and as disclosed in Note 1 3 to the financial statements,
reflects trade and other receivables net balance of Kshs.390,492,491. However, the
following unsatisfactory matters were noted:

(i) lncluded in the balance are trade receivables, other receivables and deposits
and prepayments of Kshs.75,588,688, Kshs.166,584,565 and Kshs.1,839,713
respectively. However, the supporting ledger details of the debtors' balances
together with the relevant dates when the debts were incurred were not provided for
audit review.

(ii) Management did not provide correspondences with the customers to support efforts
made to recover the outstanding amounts from the debtors as required by the State
Corporations Act,2012 Section 15(1) on accountability which states that a Board
shall be responsible for the proper management of the affairs of a state corporation.

(iii) The financial statements reflect Kshs.154,501,307 as provision for doubtful debts.
However, the provision was not backed by any rate or policy.

ln the circumstances, the full recoverability of the net accounts' receivables balance
Kshs.390,492,491 could not be confirmed.

3. Unsupported Gash and Bank Balances

The statement of financial position reflects cash and bank balance of Kshs.7,273,174
However, the balance contains the following anomalies:

(i) The cash and bank balance include an amount of Kshs.7,316,274 in respect to
six (6) bank accounts and one (1) overdrawn accounts of Kshs.50,000. However, the
bank reconciliation statements, cashbooks and certificate of bank balances were not
provided for audit review contrary to Regulation 90(1) of the Public Finance
Management (National Government) Regulations, 2015.

(ii) Further, Standard Chartered Farmers account was overdrawn contrary to
Regulation 82(7) ol the Public Finance Management (National Government)
Regulations, 2015 which states that no official Government bank account shall be
overdrawn, nor shall any advance or loan be obtained from a bank account for official
purposes beyond the limit, authorized by the National Treasury in line with
Section 28(4) of the Act.

(iii) The balance also includes petty cash account balance of Kshs.6,900 of which the
cash survey certificates were not provided for audit verification.

Report of the Auditor-General on Muhoroni Sugar Company Linited (ln Receivership) for the year ended
30 June, 2023
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(iv) Further, Management provided a list of three (3) bank accounts operated by the
Company. However, the supporting schedule provided indicated that seven (7) bank
accounts were maintained by the Company.

(v) Management has not properly disclosed cash and bank balances as per the PSASB
template which requires provisions of short appropriate explanations on cash at bank
and cash in hand.

ln the circumstances, the accuracy and completeness of the cash and bank balance of
Kshs.7,273,174 as at 30 June, 2023 could not be confirmed.

4. Long Outstanding and Unsupported Trade Payables

The statement of financial position and Note 17 to the financial statements reflects trade
and other payables balance of Kshs.19,908,316,918. lncluded in the trade payables
balance were opening balances detailed as follows;

Payables
Opening Balances

(Kshs.)
PAYE 692,639,476
NHIF 45,957,152
NSSF 51,321,422

However, Management has not supported the balances with a detailed listing and
invoices indicating the specific entities to which the amounts are owed. Further, no ageing
analysis had been provided for audit verification.

Further, the trade and other payables balance includes balances of Kshs.1 ,188,690,503,
Kshs.16,715,674,187 and Kshs.736,081,907 in respect of trade payables, taxes,
penalties and fines and other payables and accruals for which ledgers and invoices to
support the balances were not provided for audit.

5. Outstanding Tax Arrears

The statement of financial position reflects trade payables balance of
Kshs.19,908,316,918 as disclosed in Note 17 to the financial statements which includes
taxes, penalties and fines of Kshs.16,715,674,187. However, the following observations
were made;

(i) The tax arrears for the year increased by Kshs.480,626,517 from the prior year
balance of Kshs. 16,235 ,047 ,671 .

(ii) Management did not provide the movement schedule in respect of individual tax
accrued from the opening balance, additions for the year and repayments and
interest to support the closing balance of Kshs.16,715 ,674,187 .

(iii) Documents provided by Management vide letter Ref:TNT/CONF 28103 dated
09 October, 2023 from The National Treasury indicated that the Company
owe KRA Kshs.3,238,703,456. However, the financial statements reflect
Kshs.16,715,674,187 resulting to a variance of Kshs.13,476,970,731 which had not
been explained.

Report o/ the Auditor-General on Muhoroni Sugur Company Limited (ln Receivership) for the year ended
30 June, 2023
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ln the circumstances, the accuracy and completeness taxes, penalties and fines balance
of Kshs.16,715,674,187 could not be confirmed.

6. Borrowings

The statement of financial position reflects a balance of Kshs.9,689,313,375 which, as
disclosed in Note 16 to the financial statements comprise of loans issued by the
Government of Kenya, loans guaranteed by Government of Kenya and loans from
Kenya Sugar Board of Kshs.2,486,940,412, Kshs.904,185,261 and Kshs.2,584,819,282
respectively. These loans which have accrued a huge interest of Kshs.3,689,894,487
were long overdue some dating as far back as 1975 and no repayments were being made
as required by Regulation, a2('l@) of the Public Finance Management (National
Government) Regulations, 2015 which states that debt service payments shall be a first
charge and the Accounting Officer shall ensure this is done to the extent possible that the
Government does not default on debt obligations.

Further, no loan agreement or application details were provided to confirm how the loans
were advanced.

ln the circumstances, the completeness, accuracy, and servicing of the borrowings
amounting to Kshs.9,689,313,375 could not be confirmed.

7, Provision for Leave and Gratuity

The statement of financial position and as disclosed in Note 17 to the financial statements
reflects trade and other payables balance Kshs.'19,908,316,918 which includes provision
for leave and gratuity of Kshs.380,444,440 and Kshs.35,416,434 respectively. However,
the ledgers and analysis of this balances per staff member was not provided for audit
verification as required by IAS 1.15 which states that the financial statements must
"present fairly" the financial position, financial performance and cash flows of an entity.

ln the circumstances, the accuracy and completeness of the provision for leave and
gratuity could not be confirmed.

8. Understatement of Revenue

The statement of comprehensive income and as disclosed in Appendix I to the financial
statements reflects revenue of Kshs.1,656,089,145 which includes sugar sales of
Kshs.1 ,510,725,656. Review of monthly sales revealed that the Company made revenue
of Kshs.29,112,200 and Kshs.15,141,140 from brown sugar and molasses respectively
in the month of June, 2023. However, the aggregate amount of Kshs.44,253,340 was at
variance with the computed revenue of Kshs.44,040,350 using the approved price list
provided resulting to an unexplained variance of Kshs.212,990 as indicated below;

Product
Quantity in

Tonnes

Ledger
(lnvoice)
Amount
(Kshs.)

Computed
Amount
(Kshs.)

Variance
(Kshs.)

Brown Sugar 178 29,112,200 28,794,000 318,200
Molasses 575 15,141,140 '15,246,350 (105,210)

753 44,253,340 44,040,350 212,990

Report of the Auditor-Ceneral on Muhoroni Sugar Company Limited (ln Receivership) for the year ended
30 June. 202 3

5



No prior year adjustment to correct the understatement had been made as prescribed
by Regulation 23(1 d) of the Public Finance Management (National Government)
Regulations, 2015 which requires that the Accounting Officers be accountable to the
National Assembly for measures taken to prepare the financial reports that reflect a true
and fair financial position of the entity.

ln the circumstances, the accuracy and completeness of the sugar sales amounting to
Kshs.1 ,510,725,656 could not be confirmed.

9. Unreconciled Payroll Records

As disclosed in Appendix ll and lll to the financial statements, the cost of sales
and administrative expenses includes staff costs under factory, agricultural and
administrative units of Kshs.233,911,309, Kshs.58,477,827 and Kshs.125,309,630
respectively totalling Kshs.417,698,765. However, the payroll records for permanent
employees and schedules supporting wages to casual workers amounted to
Kshs.494,827,104 resulting to an unexplained variance of Kshs.77,128,338. Further,
Note 7 to the financial statements, reflects expenditure on staff costs of Kshs.473,625,343
against departmental cost totalling Kshs.417,698,765 resulting in a variance of
Kshs.55,926,577 which had not been reconciled. ln addition, no adjustments had been
done to correct the variances contrary to IAS 1 .1 5 which states that the financial
statements must "present fairly" the financial position, financial performance and cash
flows of an entity.

ln the circumstances, the accuracy and completeness of staff costs could not be
confirmed.

'10. Unsupported Contractual Labour Cost

Review of payroll records and staff cost schedules revealed that contractual labour cost
amounted to Kshs.19,545,731 . However, the following unsatisfactory matters were noted:

(i) An amount of Kshs.108,000 (exclusive of VAT) was paid to a firm as professional
fees for indirect tax training. However, procurement documents, including
contractual agreement and/or LSO for the consultancy services were not
presented for audit review. The terms of reference for the services could not be
confirmed. Further, it not clear and the Management has not explained when the
training took place.

(ii) Additionally, records provided for audit revealed that a firm made a claim against
the Company for supply of (Cane Loader) Bell 125A at a cost of Kshs.348,000
whose two (2) invoices had not been settled. However, the payment records
indicated a payment of Kshs.S13,000 resulting into an unexplained variance of
Kshs.164,000.

(iii) The staff costs further include a payment of Kshs.264,500 made to an individual
dated 28 November, 2022lor hire of a 1 30HP Tractor. However, the payment was
made vide a requisition from Agricultural Engineer dated 21 January, 2020 which
falls under year ended 30 June, 2020. Further, it was not clear what criteria
informed per hour dry rate of Kshs.2,300.

Reporl of the Audilor-Ceneral on Muhoroni Sugar Company Limited (ln Receivership) for the year ended
30 June, 2023
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ln the circumstances, the accuracy and validity of the contractual labour cost of
Kshs.1,285,500 could not be confirmed.

11. Unsupported Legal and Professional Fees

The statement of comprehensive income and Appendix ll to the financial statements,
reflects administrative expenses of Kshs.478,630,212.lncluded in the expenses are legal
and professional fees of Kshs.5,979,643. Review of the fee notes raised and payment
records provided revealed that legal fees totalling Kshs.3,240,902 was paid in the year
under review. However, the accuracy of the fee notes raised could not be confirmed since
the type and magnitude of the cases could not be established as supporting documents
were not provided for audit review. Similarly, there was no criteria to classify cases that
could be handled by the internal advocates and those that required external advocates,
exposing the Company to unnecessary extra-legal costs. ln addition, Management did
not provide an effective risk management program to enable the Company to avoid or
minimize to a reasonable level, mafters with high negative impact, which could expose it
to huge legal costs.

Further, the legal and professional fees include an amount of consultancy fee of
Kshs.2,738,741 made in favour of two (2) consultants. However, procurement documents
including advertisements, tender evaluation and awarding process were not provided for
audit review. lt was therefore not possible to confirm how the consultants were identified
and if proper procurement procedures were followed. This was contrary to Section 91(1)
of the Public Procurement and Asset Disposal Act, 2015 which provides that open
tendering shall be the preferred procurement method for procurement of goods, works
and services.

ln the circumstances, the accuracy and regularity of the legal fee expenditure amounting
to Kshs.5,979,643 could not be confirmed.

12. Material Uncertainty Related to Going Concern

The statement of comprehensive income reflects a loss of Kshs.467,863,963
202112022 - loss Kshs.594,551,386 thus increasing the accumulated loss from
Kshs.28,713,922,376 to Kshs.29,181,786,339 as at year end. Further, the current
liabilities of Kshs.29,810,463,910 exceed the current assets of Kshs.869,409,322
resulting in a negative working capital of Kshs.28,941 ,054,588. However, this fact has not
been disclosed in the notes to the financial statements as required under IAS 1:25 on
presentation of financial statements.

The current ratio for the company has been decreasing over the years and has been
lower than generally acceptable level of 1.00 indicating that the Company was not able
to meet its current liabilities. Similarly, a higher debt to assets ratio, especially above 1.0
implies that the company is significantly funded by debt and may have difficulties in
meeting its obligations when they fall due. Computation of the company's debt to assets
ratio resulted to a ratio of 46.91 13 up from 41 .2804 in the financial year ended
30 June,2022.

Report of the Auditor-General on Muhoroni Sugar Comparry Linited (ln Receivershi for the year ended
30 June, 202 3
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Further, Management has not demonstrated tangible measures being undertaken to
reverse the negative trend which casts doubt on the Company's ability to sustain services
in the foreseeable future.

ln the circumstances, these conditions alongside other matters on profitability are
indicative of the Company's inability to continue as a going concern.

13. Avoidable lnterest on Delayed or Late Payments

Review of status report on litigation mafters against Muhoroni Sugar Company revealed
that thirty-seven (37) court cases were pending. The analysis revealed that the Company
initially owed legal fees totalling Kshs.7,012,523. However, due to non-payment, the fees
has escalated to Kshs.36,721 ,741 due to interest accrued of Kshs.29,709,218. The
payment of interest on defrayment of delayed payments leads to loss of funds which could
have been avoidable.

ln the circumstances, the Company runs the risk of incurring significant unquantified
interest costs and penalties with the continued delay in settling invoiced bills by litigants
representing the Company.

14. Late Submission of Financial Statements

The financial statements for the year ended 30 June, 2023 were submitted to the Auditor-
General on 04 December,2023. This was contrary to Section 47(1) of the Public Audit
Act, 2015 which requires that financial statements should be submitted to the Auditor-
General within three months after the end of the fiscal year to which the accounts relate.

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

15. Unauthorized Engagement of Delegated Auditors

Review of the financial records of the Company revealed that since the Government of
Kenya took control of the Company in 1992, the accounts were submifted and audited by
the Auditor-General till the financial year 1999/2000. The Company was placed under
receivership in 2001 by National Bank of Kenya Limited and Kenya Sugar Board. The
Receiver Managers appointed M/s Delloite & Touche to audit the financial statements
from the financial year 200012001 to 2008/2009 when the bank was paid off by the
Government through the Kenya Sugar Board. Kenya Sugar Board continued indicating
that the Company was still under receivership and appointed two (2) of its employees as
Receiver Managers. The Receiver Managers irregularly appointed M/s Mathenge &
Associates to audit the financial statements for the financial years 2009/2010 to
201912020 without the approval of the Auditor-General in line with Section 23 of Public
Audit Act, 2015 which requires that delegated auditors should be appointed with the
knowledge, consent and approval of the Auditor-General, since Kenya Sugar Board was
fully owned Government entity.

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

Repo of lhe Auditor-General on Muhoroni Sugar Comparry Linited (ln Receivership) for the year ended
30 June. 2023
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16. lncorporation Certificate

Review of the Articles of Association and Memorandum of Association revealed that
Muhoroni Sugar Company Limited (MUSCO) was incorporated on the 18 October, 1961
as a private company limited by shares under the name East African Sugar lndustries
with registration No.C.8/61 . The shares in the capital of the company were held by
seven (7) shareholders with the share capital valued at Kshs.10,000,000 divided into
500,000 ordinary shares of Kshs.2O each. Although Management provided a certificate
of change of name from East African Sugar lndustries to Muhoroni Sugar Company
Limited (MUSCO) company's ownership documents of the Company's assets including
land were still under the name of East African Sugar lndustries.

ln the circumstances, the ownership of the assets of the Company could not be confirmed.

'17. Unsupported Receivership Process

The Company was placed under joint receivership in March, 2001 by the then Kenya
Sugar Board (a Directorate of Agriculture and Food Authority) and National Bank of Kenya
(NBK) pursuant to debenture instruments registered under them with the main objective
of preserving the assets awaiting the approved privatization process. Records of the
Company revealed four (4) joint receiver managers have been appointed since 2001.
However, documents which initiated the receivership process by the holder of the floating
charge, Kenya Sugar Board and the terms of reference were not provided for audit review
contrary to Section 534 of the lnsolvency Act, 2015.

Further, no evidence was provided to confirm that the appointed receiver managers were
insolvency practitioner's contrary to Section 526 of the lnsolvency Act, 2015 which states
that a person may be appointed as administrator of a company only if the person is an
authorized insolvency practitioner.

ln the circumstances, the regularity of the Company's receivership could not be
confirmed.

18. Transfer of Land Lease

The statement of financial position reflects land net book value of Kshs.1 ,845,650,000 as
disclosed at Note 9. Records provided on land and owner's rights over that land indicated
that the Company owns five (5) parcels of land. However, Management did not provide
for audit, ownership documents for one parcel of land measuring 1,786 acres. Although
Management indicated that the title deed was misplaced, evidence of steps taken to
replace the title deed were not provided. Further, three title deeds were not registered in
the name of Muhoroni Sugar Company. No evidence was provided that ownership of the
land had been reverted to the Company.

ln the circumstances, valuation and ownership of the total land value of
Kshs.1,845,650,000 could not be confirmed.
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19. Allocation of Company's Land

Records provided for audit revealed that Muhoroni Sugar Company Limited, formerly East
African Sugar lndustries Limited originally owned 8,083 acres of Nucleus estate out of
which 102.37 acres were allocated to Agrochemical Company Limited,454 acres to
squatters and 1,577 .97 acres to third parties. Further, other parts of the land were donated
to churches, County Government of Kisumu, Muhoroni Factory Primary School as part of
Corporate Social Responsibility (CSR). No evidence was provided that the County
Government signed a lease agreement with the Management. Management also
indicated cases of encroachment by Koguta Clan through a claim that was determined by
the National Lands Commission and Koketch Estate under Pombo Area. The Court
matters had not been determined as at February, 2023 and ownership of the parcels
could not be confirmed.

Documents provided by Management revealed that the 1,577.97 acres included 1,399.50
acres allocated to eighteen (18) individuals by authority of Agricultural Development
Corporation (ADC) in the 1980s with the difference oI 178.47 being road reserves and
riparian land. Management explained that of the eighteen (18) allotees, fourteen (14)
obtained title deeds and ownership changed hands. The land allocated to the four (4)
allotees were exercised by the Company. lt is not clear, and it has not been explained
whether there was any benefit accruing to the Company on the land allocated to third
parties as prescribed by Section 12(1) of the Lands Act, 2012 which states that the
Commission may, on behalf of the National or County Governments, allocate public land
by way of (a) public auction to the highest bidder at prevailing market value subject to and
not less than the reserved price; (b) application confined to a targeted group of persons
or groups in order to ameliorate their disadvantaged position. Although Management has
requested the National Lands Commission to confirm the legality of these allotments as
well as the squatters claim, any administrative and/or legal actions taken by National
Lands Commission could not be confirmed.

ln the circumstances, the actual land owned by the company could not be confirmed.

20. lrregular Payments for Goods before Delivery

Review of purchase orders and movement schedules under costs of sales revealed that
during the year under review, prepaid cuslomers' orders amounted to Kshs.143,193,082.
The movement schedule revealed that as at 30 June, 2023, orders amounting to
Kshs.115,130,019 had not been executed in terms of goods delivery or rendering of
services. No explanation had been given for the failure by the supplier to supply or render
services and no evidence had been provided of efforts being made by the Management
to have the goods supplied or services rendered. This was contrary to Section 46 of the
Public Procurement and Asset Disposal Act, 2015 which requires that no works, goods
or services contract shall be paid for before they are executed or delivered and accepted
by the Accounting Officer of a procuring entity. Further, the contract agreements were not
provided to confirm that the advance payment was provided for in the contract.

ln the circumstances, the payments made in respect of supplies and services which had
not been delivered or rendered respectively were therefore irregular.
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21. Staff Advances

As disclosed in Note 13 to the financial statements, the statement of financial position
reflects net trade and other receivables balance of Kshs.390,492,491 which includes staff
receivables balance of Kshs.16,196,987. However, review of the trade receivables
analysis and related records revealed the following anomalies;

(i) Analysis of personnel records for the year ended 30 June, 2023 revealed that
officers had been issued with salary advances of Kshs.1,371,903. However,
advances totalling Kshs.452,403 had been outstanding for more than three (3)
months contrary to Section 5.1 .6.2 (Vll) of the Human Resource Manual, 2015 which
states the staff contingency advances is payable within three (3) months.

(ii) Further, seventeen (17) officers were issued multiple advances of Kshs.400,000
during the year under review before clearing the previous advance contrary
Section 5.1.6.2 (Vll) of the Human Resource Manual, 2015. No explanation was
provided by Management for the anomaly.

ln the circumstances, the recoverability of staff advances of Kshs.1,371,903 could not be
confirmed.

22. lrregular Management and Control of lmprests

Review of the systems for the management, safeguarding and maintenance of temporary
imprests records revealed the following anomalies;

(i) Examination of temporary imprest records revealed that outstanding imprests as
at 30 June,2023 amounted to Kshs.3,164,980 dating back from 2016. These
imprests were, therefore, not accounted for or surrendered by the imprests
holders within seven (7) working days after returning to duty station, contrary to
Regulation 93(5) of the Public Finance Management (National Government)
Regulations, 2015.

(ii) Several officers were issued with multiple imprests before surrendering previous
imprest amounting to Kshs.2,761,270 conlrary to Regulation 93(4) of the Public
Finance Management (National Government) Regulations, 2015 which prohibits
issue of new imprests to officers with outstanding imprest. No explanation was
provided by Management for the anomaly.

(iii) Further, no evidence has been provided to show that the imprests are being
recovered with interest from the defaulting officers' salaries as required by
Regulation 93(6) of the Public Finance Management (National Government)
Regulations, 2015.

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

23. Disclosure of Borrowings and Finance Costs

The statement financial position and Note 16 reflects borrowings balance of
Kshs.9,689,313,375. However, the borrowings were reported under current liabilities
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which are non-current in nature contrary to Public Sector Accounting Standards Board
templates and The National Treasury's Circular Ref: AG.3/88 Vol. Vll (26) dated
09 May, 2023. Further, the statement of comprehensive income reflects a Nil
balance in respect of net finance costs. However, the borrowings accrued interest as at
30 June, 2023.

ln the circumstances, the presentation of the financial statements does not conform to
IPSAS.

24. Non-Compliance with Procurement Procedures

The financial statements reflect cost of sales and administrative expenses of
Kshs.1,669,080,368 and Kshs.478,630,212 respectively. However, the following
anomalies were noted;

(i) Further Management made various accrued expenses of Kshs.29,188,520.
However, the services were procured through direct procurement even though no
evidence was provided that the conditions for use of the method as provided under
Section 103(2) of the Public Procurement and Asset Disposal Act, 2015 had been
met.

(ii) During the year under review, Management engaged four (4) firms to supply and
deliver farm inputs and factory equipment. However, Management used request
for quotation instead of open tender to procure the farm inputs and the machine
whose costs were beyond the prescribed threshold of Kshs.3,000,000 for Request
for Quotation. This was contrary to Regulation 26 of the Public Procurement and
Asset Disposal Regulations, 2020 which states that the threshold matrix shall be
as provided for in the second schedule.

(iii) The Management did not maintain a list of registered suppliers contrary to
Section 71 of the Public Procurement and Asset Disposal Act, 2015 which requires
that the Head of Procurement function to maintain and continuously update lists of
registered suppliers, contractors and consultants in various specific categories of
goods, works or services according to its procurement needs.

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

25. Staff Serving in Acting Capacity

Review of the payroll and human resources records revealed that one hundred and
eighteen (118) officers were serving in acting positions for more than six (6) months and
drawing acting allowances totalling Kshs.13,050,230. The Management attributed the
failure to appoint the employees in substantive positions to the instructions issued by the
Ministry of Agriculture, Livestock, Fisheries and Co-operatives through circular Ref:
MOEALF&C/CS/ADM/30 dated 07 July, 2020, to the sugar millers that they should not
hire any new employees or effect any new promotions or offer additional benefits
other than what existlng staff were then entitled to. However, this exceeded the statutory
duration provided for in the Human Resource Policies and Procedures Manual for the
Public Service, 2016 which states that an officer may be appointed in an acting capacity
for a period of at least thirty (30) days but not exceeding a period of six months. Further,
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forty-three (43) permanent and casual employees were paid acting allowance in excess
of the stipulated 20% of their basic salary contrary to Section C.14('l) of the HRM Policy
Manual, 2016.

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

26. Staff Serving in Grades Higher than their Substantive Grades

Payroll records provided for audit review revealed that an officer drew acting allowance
amounting to Ksh.187,500 while serving in acting capacity in his substantive Job
Grade 8. This was in contravention of Section C. 14(8) of the Public Service Commission
Human Resource Policy and Procedures Manual, 2016 which prohibits paying of acting
allowances for posts that fall within a common establishment. Additionally, sixty-nine (69)
employees were serving in acting capacity without the requisite qualifications as per the
job descriptions contrary to Section C.14(1) which requires legibility for officers to serve
in acting capacity.

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

27. Stafi Establishment

Review of payroll reports for the year under review revealed that two (2) officers in the
positions of Agronomist and Planning Manager were earning higher basic salaries at
Kshs.200,000 each than their entitlement of Kshs.62,450. Management did not explain
why the officers were paid beyond their structured basic salary.

Further, review of payroll records and Management status reports indicated that the
Company had a workforce of six hundred and thirty{hree (633) officers in various cadres.
However, there were variations between the staff in post and the approved establishment.
The Management exceeded the approved staff establishment in various cadres by thirty-
three (33) staff and understaffed other cadres by two hundred and sixty (260) staff. No
justifiable explanation was provided for the overstaffing and understaffing of staff.

ln the circumstances, internal controls on staffing were not effective.

28. Lack of Approved Human Resource Policy

Review of records revealed that Muhoroni Sugar Company had not developed and
approved a human resource policy recruitment of casuals. This was contrary to
OP/SCAC.9/21llll ot 15 May, 2017 on HR lnstruments which states that under those
guidelines, the State Corporations Advisory Committee is required to provide advisory
services to State Corporations in developing their own HR instruments and also approve
the same.

ln the circumstances, Management may not be able to prepare and manage its human
resource needs in a changing business environment or successfully achieve its core
mandate.
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29. Lack of Approved Procurement Plan

The financial statements reflect cost of sales and administrative expenditures expenses
which were incurred without a procurement plan contrary to Section 53(2) of the Public
Procurement and Asset Disposal Act, 2015 which requires the Accounting Officer to
prepare an annual procurement plan within the approved budget prior to commencement
of each financial year as part of the annual budget preparation process.

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

30. Lack of a Strategic Plan

The Company did not have a current strategic plan as it had expired in June, 2017.
Review of the expired plan indicates that the Company did not meet the set objectives
including the expansion of factory crushing capacity lrom 2,200 tonnes of cane per day
to 4,000 tonnes cane, annual plant maintenance, return of the company to profitability
and expansion of nucleus estates. Management is yet to indicate when the Strategic Plan
will be reviewed and approved which was contrary to Section 68(2)(g) of the Public
Finance Management Act, 2012.

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

31. Unsupported Debentures

The Company was placed under joint receivership in March, 2001 by the then Kenya
Sugar Board (now Agriculture and Food Authority) and National Bank of Kenya (NBK)
pursuant to debenture instruments registered under them with the main objective of
preserving the assets awaiting the approved privatization process. The NBK has since
been paid off making the former Kenya Sugar Board (now AFA) the sole debenture holder
valued at Kshs.2,272,723,286. However, the statement of financial position and as
disclosed in Note16 to the financial statements reflects loans from Kenya Sugar Board at
a principal of Kshs.2,584,819,292 resulting to a variance of Kshs.312,096,006 which had
not been explained.

Further, the unsecured debentures were issued based on the future profitability of the
Company and assets held. However, this basis to cushion the debenture holder against
default is at risk since the Company is not a going concern.

ln the circumstances, the debenture holder is at risk as the Company is not a going
concern.

32. Lack ofStandard Costing

The statement of comprehensive income reflects cost of sales amount of
Kshs.1,669,080,368 which, as disclosed in Appendix ll to the financial statements,
includes an amount of Kshs.1,'139,899,072 being the cost of cane supplied. lncluded in
the cost of sales were factory and agricultural costs of Kshs.452,946,427 and
Kshs.76,234,869 respectively. However, the following audit issues were noted:

(i) The Management apportioned staff costs at 56% to factory costs, 14% to agricultural
costs and 30% under administration costs. However, the standard costings and an
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approved policy on cost apportionment of its main product, sugar was not provided
for audit review. The unit cost that went into producing a kilogram of sugar and the
basis of the apportioning staff costs to the departments could not be determined.

(ii) The Management indicated that they used process costing in calculating the cost of
sales. However, the process was not supported by the actual activities as the direct
labour costs in factory and agriculture departments were being apportioned to
administration costs contrary to IAS 2 which states that costs of conversion of
inventories include costs directly related to the units of production, such as direct
labour.

(iii) The Management reported total cost of Kshs.1 ,194 ,497 ,343 of cane supplied.
However, supporting schedules reviewed revealed that cane milled was valued
Kshs.1,139,899,072 resulting to an unexplained cane loss valued at
Kshs.54,598,271 .

(iv) Records provided by Management indicated that the Company milled 283,521
tonnes of cane during the year under review and produced 19,632.16 tonnes of
bagged sugar resulting to a conversion rate of 14.44 lo 1 of the produced sugar.
However, the ratio of 1:14.44 was below the Agriculture and Food Authority (AFA)
recommended conversion ratio of 1 :10.

ln the circumstances, the efficiency of the factory was below the standards set by the
lndustry.

33. Valuation of Assets

The statement of financial position reflects property, plant and equipment value of
Kshs.3,665,430,999 as disclosed in Note 9 to the financial statements. Review of the
asset register maintained by the Company revealed that motor vehicles with historical
cost of Kshs.63,989,653 had been fully depreciated to Nil book values. However, the
assets were still in use and the Company continues to derive benefits and incurring
operational costs on fuel and maintenance. Further, Management confirmed that the
Company's assets were last revalued in October, 2019. However, the valuation assets
report of Muhoroni Sugar Company was not adopted and approved by the Management
and those charged with governance. Additionally, the adjustments of the assets were not
supported with authorized journal entries.

ln the circumstances, the value of property, plant and equipment balance reflected in the
financial statements could not be confirmed.

34. lncomplete Fixed Assets Register

The statement of financial position reflects property, plant and equipment balance of
Kshs.3,665,430,999 and as disclosed in Note 9 to the financial statements. However, the
register of assets maintained and provided for audit review did not contain comprehensive
details of the assets such as cost, disposals, depreciation, location of the asset, tagging
and the officer responsible for each asset, among other details, as required under
Regulation 143(2) of Public Finance Management Regulations, 2015 and the Treasury
Circular 1 No.5/2020 of 25 February, 2020.
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ln the circumstances, the completeness and proper safeguard of the reported assets
could not be confirmed.

35. Unconfirmed Ownership of Motor Vehicles

lncluded in property, plant and equipment historical cost of Kshs.4,040,870,053 reported
under Note 9 to the financial statements are motor vehicles valued at Kshs.63,989,653.
Review of the Company's vehicles register revealed that out of the eighty-six (86) vehicles
only seven (7) had log books or 87o. Further, sixteen (16) of the vehicles either had the
logbooks co-owned or under names of E.A Sugar lndustries Limited or Kenya Sugar
Board which is now Agriculture and Food Authority (AFA).

ln the circumstances, the ownership of the motor vehicle could not be confirmed.

36. Grounded Motor Vehicles and Machinery

Review of the status of the Company's fleet of motor vehicles and machinery revealed
that eighty-six (86) motor vehicles and heavy machinery were grounded with no indication
of whether the vehicles would be repaired or disposed off as required by Section 163(1)
of the Public Procurement and Asset Disposal Act, 2015 which provides guidelines and
procedures for disposal of unserviceable, obsolete, or surplus stores, equipment or
assets. Physical verification of the vehicles at the garage in February, 2024 confirmed
that they were dilapidated and were way beyond their economic value. Additionally, one
hundred and twelve (1 12) machinery and motor vehicles were scrapped, grounded and
obsolete and were marked for disposal in July, 2007 by valuers. However, these assets
had been lying in the field workshop for more than nine (9) years with no indication of
whether there were plans to dispose them as they continue to depreciate in value. ln
addition, Management did not prepare an annual disposal plan.

ln the circumstances, the effectiveness of mechanisms in safeguarding motor vehicles
and machines could not be confirmed.

37. Management of lnventories

The statement of financial position and Note 12 to the financial statements reflects
inventories net balance of Kshs.217,415,087. However, the Management did not provide
a stock taking report or stock sheets in support of total carrying amount of inventories
contrary to IAS 2:36 which states that the financial statements shall disclose the total
carrying amount of inventories and the carrying amount in classifications appropriate to
the entity.

Further, the inventories balance of Kshs.217,415,087 is net of an impairment of
Kshs.10,602,098 which the Management indicated were obsolete inventories. However,
no annual asset disposal plan was provided for audit review.
ln the circumstances, the basis of valuing the inventory totalling Kshs.217,415,087 could
not be confirmed.

38. lnternal Audit Function

During the year under review, no evidence was provided to confirm that Management
discussed, adopted and implemented the internal audit report recommendations. Further,
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the lnternal Audit Department had only three (3) staff as at 30 June, 2023 against an
establishment of six (6) with only one (1) of the officers on permanent terms which is an
indication that the Department was under-staffed.

ln the circumstances, the effectiveness of the internal audit function could not be
confirmed.

39. Provision of lmpairment Allowances

As disclosed in Note 14 to the financial statements, the deferred farmers loans and debts
nil balance is net of provision for doubtful debts of Kshs.872,344,647. However, the
impairment allowance (provision) on the outstanding loan balance of Kshs.872,344,647
was not backed by any previous trend or Company policy contrary to IAS 37.14. Further,
Management did not provide movement schedules of individual loans from the opening
balance, additions during the year and repayments and interest to support the gross
balance of Kshs.872,344,647.

ln the circumstances, the accuracy and validity of deferred loans and debts could not be
confirmed.

40. Contingent Liabilities

As disclosed in Note 20 to the financial statements, the Company had contingent liabilities
arising from various litigations and claims, which disclosed several cases with potential
total claim of Kshs.179,094,038 and others whose total claim was not provided for audit
review. However, a breakdown of these liabilities indicating details of Court cases were
not provided for audit review contrary to IAS 37.'14 which states that a provision shall be
recognized when a reliable estimate can be made of the amount of the obligation.
Further, Management has indicated that liabilities are not likely to crystallize to warrant
provision of contingent liabilities in the financial statements. However, the financial impact
on the Company would be significant if the rulings are not in its favor.

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

41. NonJnclusion of Statement of Comparison of Budget and Actual Amounts

Review of the financial statements revealed that the statement of comparison of budget
and actual amounts has not been included contrary to the requirements of the reporting
template prescribed by the Public SectorAccounting Standards Board (PSASB).

ln the circumstances, the financial statements have not been prepared in conformity with
the reporting template prescribed by the Public Sector Accounting Standards Board
(PSASB).

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

I do not express a conclusion on the laMulness and effectiveness in the use of public
resources as required by Article 229(6) o't the Constitution. Because of the significance
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of the matters described in the Basis for Disclaimer of Opinion section of my report, I have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

I do not express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the Public Audit Act,2015. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit conclusion.

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
lnternational Standards of Supreme Audit lnstitutions (lSSAls) and to issue an auditor's
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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) ot lhe
Constitution. However, because of the matters described in the Basis for Disclaimer of
Opinion section of my report, I was not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these financial statements.

ln addition, my responsibility is to express a conclusion about whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them, and that public
resources are applied in an effective way, in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with
Article 229(7) of the Constitution. I also consider internal control, risk management and
governance processes and systems in order to give an assurance on the effectiveness
of internal controls, risk management and governance in accordance with the provisions
of Section 7(1)(a) of the Public Audit Act, 201 5 and submit the audit report in compliance
with Article 229(7) ol the Constitution. However, because of the matters described in the
Basis for Disclaimer of Opinion section of my report, I was not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit conclusion on lawfulness and
effectiveness in use of public resources, and on effectiveness of internal controls, risk
management and governance.

lam independent of the Muhoroni Sugar Gompany Limited (ln Receivership)
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya.

FCP v a
AUDITOR-GENERAL

Nairobi

21 August, 2024
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,-TIJHORONI SUGAR COMPANY LIMITED (IN RECETVERSHIP)1 TareMEt{t or FINANCIAL posITIoN
AS AT 30 JUNE 2023
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4,$4,A40,32t 4,6 t2212288

The P*'trW:|r::tI.
on page 4 to 23 wsre approved by the Joint Receivcrs Managers on

2024 md were signed bry:

5

Joint Roceivcr Manager



IUHORONI SUGAR COMPA}ry LIMTED (IN RECEIVERSHIP)
TATEMENT OFC}IANGES IN EQUTTY
OR TI{E YEAR ENDED 30 JUNE 2023

Note

26

Share capital

KSh

Rcvaluation Accumulated loss

Reserve
Kshs KSh

Total

)21
t I July 2020
oss for the year

t3O \me 2022

)22
t I luly 2023
oss for the year

t 30 Jmc 2023

KSh

55,741,v20 3,850,420,831 (28,262,ffi4,461) (24,356,441,710)
594.551.3 86) (s94,s51,386)

_W. lry941! (28.857,r55,M7) Jg429gg3g9)

ss,74t,920 3,350,420,831 (28,857,155,847) ("4,950,993,096)
(457.863,963) (467,863,963)

ss,74tyzo 3,85q420,831 (29,32s,0l9.8ll) (25,418,857.060)

(
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. 
TruHORONI SUGAR COMPANY LMmED (IN RECETVERSHIP)

. ;ASH FLOW STATEMENT
FOR TIIE YEAR ENDED 30 JUNE 2023

CASH FLOWS FROM OPERATING ACTTVTTIES

Net cash gencrated fiom operating activities

CASH FLOWS FROM INVESTING ACTTVITIES

Purchase ofproperty, plant and equipnent
Net cash used in invcsting activrties

CASH FITOWS FROM FINANCING ACTWTIIES

Bonowings
Borrowings repaid

Net cash from financing activities

INCREASE IN CASH AND CASH EQUWALENTS

CASH AND CASH EQUTVALENTS AT BECINNINGOFTHE YEAR

CASH AND CASH EQTJIVALENTS AT END OF THE YEAR

Note

t9

2023
KSh

2022
KSh

9

763,954 5,414,151

(52so,63s\

(5,25O,63s)

l6
l6

763,954

6,509,220

163,516

6,345,705

l9 7,273,t75 6,509,220

7



MTIHORONI SUGAR COMPAI{Y LIMTED (IN RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS
FOR TTIE YEAR ENDED 30 JI,JNE 2023

ACCOLTNTING POL]CIES

Strtcmetrt of complirnce

The firnncial stst€rnents are prepared in eccordsnce with lr ern*ional Finanoial Reponing Standards.

Adoption of ner rtrd nviscd Irtcmrtiord Fitr.trcid Rcponitrg Strtrdlrdr

The company did not carly-adopt new or amended standards or interpretations in 2023.

Basis of prcperation

The financisl stalements are prepared on the historical cost basis of accounting as modified to irrclude the revaluation of
certain assets.

Revenuc rccognition

Sales of srgar and molasses are recognised upon delivery or colleaion ofthe products by custom€rs and are stated net

oftaxes, levies and dfucounts.

Govemment grant income is recognised when th€re is reasonable assuranoe thd the company $,ill comply vrith any

conditions attached to the grart and the grar will be received.

All other income earaed by the company is recognised on tlr accrual basis.

Tarrtiotr

Current taxation is provided on the basis of the resuhs for the ycar as shown in the financial stat€ments, adjusted in

accrrdanc€ with lhe tax legislation-

Deferred income tEx is provided, using the liabitity nethod, for a[ t€mporary ditr€rences srising Hwecn the tax bsses

of assets and liabilifies and their carrying values for finrncial reporting purpos€s. Currently enacted tax rutes 8re used to

determine dderlcd income t8r(.

A deferred tax assd is recqgnisd to tlle €ccst that it is probable rhat future taxablc profts will be available against

which the urn sed ta:( crcdits can be utilised-

Propcrty, phrf .rd cqEipEcrt

Prop€rty, plant and equiprct are staed 8t cost lcss acomJsted depreciatioo ard any impairrut losses. DePreciation

is catculated on the straight-line method to write off the mst of the assets to their estimated residual values over their

estimated usefi.rl lives. The annual rates in use are:

Freehold land

Roads and drainage (developmefis on lsnd)
Buildings
Factory, plafi and machinery

Motor vehicles

TractoB 8nd trailers
Agricultural equipment

Office machines, furniturg fittings and equipmerrt

Computer and household equipment

Nil
2.Oe/.
2.$ff/o
5.Oe/o

25.$V/o
20.off/.
20.OV/o

7 .5V/o
33%o/o



. 
TJHORONI SUGAR COMPANY LIMITED (IN RECEIVERSHIP)

..OTES TO T}IE FNVA}ICTAT STATEMENTS (CONtiNUCd)

FOR THE YEAR ENDED 30 JT]NE 2023

1 ACCOLJNTING POLICIES(Continued)

Invcntorics

lmshed sugar and molasses myentones 8Ie stated at the lower ot cost and net resltsaDle v8lue, cost compnses

expenditure- diredty incurred in the rnsnufscturing process and an allocation of normal production overheads

attributable to the process. Net realisable value relresents the estimat€d selling price l*s all estimaled costs of

complAion and costs to be incurred in marketing, selling anrl distribution. Sugar in proccss is mnverted to units of

finished srgar at the estirnated cane conversion rate for the year'

Sugarcane in yard is star€d at cosl.

SparB, fintilizeB, chemicsls ald ofh€f consnnable stores are stsled 8t cost. Co$ is c,lculaled on the weighted average

basis and includes the direct purchase cost' insurance' freight and other incidertal costs'

Growing producc

Growing produce ssets (cane plantations) are stated 8t fair values less estimated point-of-sale costs.

The fair valuc of growing cane is daermined bascd on tbe present value of expected net cssh flows' The fair value of

hsrvested cane is determined based on the priccs ofcane existing in the malket less point-of-sale costs'

Immature growing cane is valued at cost.

Finincial hrtrumcnt3

tmsrcrSr asscB 8txl noaffi& uaDrlltres are recogrusa! m Lde companys $a&menr or trnaDcltl Posruon wlren Ine

comparry becomes a psrty to the confiactuat provisions of the instnlnenr- The comPary has the fotlowing key firuncial

instrumcnts:

Trde ad otler receivables

Trade and other receivables are carried st their snticiPated r€sliseble value. An estkute is []8& for doubtful receivables

based on a review of all outstandbg 8moufis at the year erd. lmpairment losses are recognised in tbe income statement

after all efforts ofrecov€rv have been exhausted.

Tenn dep$ils
Term deposits are stated ar amortised cost

Trade palnhles
Trade payables are stated at th€ir nominsl v8lue.

Inveslmena
unquoted investments are staled at cost less provision for impairment where, in the opinion of the Joint Rec€ivers

t t-"g"rr, there b a peflnsnert dimirmtion in value. such diminution is chsrged to the income ststement in the year in

which it is identified.

Bonantings
tnterest b"earing loans are recorded at th€ proc€eds received, net of direct costs. Finmce chargeg including prerniums

payable on settiemert or redemption, are accoumed for on the arcrual basis and are added to the carrying amount ofthe

instrument to the sxtent that th€v are not settled in the D€riod in which therr arise'

9



MTI}IOROM SUGAR COMPA}.IY LIMTED (IN RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JTINE 2023

I ACCOUNTING POLICIES (Continued)

Finencirl instrument (continucd)

Defened fomers lmts @rd d4bls
Deferred farmers' loans and debts relate to sdvanc€s snd loans to cane growers for cane development and are carried at

the anticipated redisable value. Impairment losses arc recognised in the income stalement wlrsmver the carrying amount

ofthe loans exceeds the recovef,able smounl.

Impsirmcnt

Al each ststemert of financial position date, the company reviews the carryhg amounts of its assets to determine

whether there is any indication thal those Bsets have srftred an impairment loss. If any srch indication odstg the

asset's recoverable 8moufl is estim8l€d 8nd an impairmert loss is recognised in tre irrconre staleme whenever the

carrvinc amorrni of the aqce, exce.dr its rccovemhle morrnt

Cash lnd crsh cquivalcnts

For the purpose of the cash flow statemert, cash equivalents include short term liquid inveslments which are readily

convertible to known amounts of c6sh 3nd which were within three month to mrturity when acquired; less advanoes

from bsrks reDavable within three montlx fiom tlrc date oftlp advance.

Employcc cntitlcmcnts

Proviston /or st$ leave g;y
Employee efltitlernents to annual leave arc recognised wh€n they acque to erployees. A provision is made for the

estimatcd monetary liability for annual leave as a result ofservices rendered by ernployc€s as 8l lhc balsnc€ sh€€t date.

Rctircmcnt bcncfi ts obltrtions

The company contributes to the stalutory National Social Security Fund (NSSF). This is a dcfined cotrtribution scheme

for which the companys obligation is limitcd to a specified contribution per employ€e per month. Currently, the

contribution is limited to a maximum ofKSh 200 per amployee per monti. The company's contributions are charged to
fhe income slaleme.rlt in the vear to which thev relete

Comprretivcs

Where necessary, comparative figures have becn adjusted to conform with changes in presentation in the currert year

10



II,JHOROM SUGAR COMPA}TY LIMTED (IN RECEIVERSHIP)
'OTES TO THE FINANCIAL STATEMENTS (Continued)

FOR TI{E YEAR ENDED 30 JUNE 2023

2 CRITICAL JUDGEMENTS IN APPLYING THE ENTITY'S ACCOI]NTING POLICIES

In the applicstion of the company's accounting policieq which are descnlbed in note 1, the Joint Receiver Managers are

required to make judgernents, estimates and sssumptrons about the carrying amounts of ass€ts and liabilities that are not

readily apparent Aom other sources. The estinut€s 8nd associated as$rmptions are based on historical oqerience and

other factors that are considerrd to be relevant. Actual resufts may difer from these cstiman€s.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accoutfiing estimates 8re

recognised in the period in which the estirnate is rwised if the revision affects only th* period or in the period of the

revision and future periods ift}e revision 8ff€61s both current and firture periods.

The key areas ofjudgmenr and key sources of estimalion unc€rtaimy in apptying the comPan/s accounting policies are

dealt with bdow:

Gro*ing pr&ce
In dete;fining the fair value of growing produce, management us€s estimates bas€d on historical data relsting to yields

and prices of srgar. The methodology and assumptions used for esimating both the smount and timing of future cash

flows are reviewcd regularly to reduce potantial diferences between estimates and actual experience. The signific€nt

assumptions used are s€t out in note 12.

Impitmenl losf/.s
This hvolves determination ofwhether assets are impated and requires an estirnation ofthe value ofthe assets.

Property, plat atd eqrlipwn
Criiical- estitrEtes are maae by the Joint Receiyer Mamgers in daermining the useful I ts for pro,perty, Phnt and

equipment.

ContirBenl liabihlies
The coinpany is oeosed to vsrious contingent liabilitie,s in the normal course of business. Tbe Joim Receivcr Msnagers

evaluate the sufus of thesc o{po$tres on I regulsr basis to assess the probsbility of thc conpury furclrrring related

Iiabilitics. However, provisions are only made in the fioarcia! stat€trcnts where, based on tjre Joint Receiver Mungers"

evEluation, I pre3ent obligation has been €stablfuhed.

3 GOING CONCERN

At 30 June 2020, th€ Compary had a sharcholders' d€6cit ofKsh 25,527,050,584 (2V22 - KSh 24,807,7 59,625). The

fturcial ststernents hrvq howerrcr, boen prepared on the going concern basis. This bagis may not be appropriate

considering th* rhe company is under receivenhip. The validity ofthis assumption depends on the success ofthc various

strat(gic mea$res the Joint Receiver Mrnagers and the government hsve put in plsc€ to rehrm the mmpany to

profitability as well as tle company contin,'iqg to receive adcquate financial support from the debeoture holders and

other providers offinarrce ro emble ir to pay irs liabilities as they fall dre for the foreseeabl€ future. Should the company

be unable to cominue trading, adjustnerts wil b€ required to rcstate the assets to their realisable values, to reclassi& non

current asscts and long term liabilities to curent lisbilities and to provide for any funher losses and liabilities that may

rrise-

As stated in the report of the Joint Receiver Managers, the government haq from May 2009, instituted $e process of
privatization. The Joint Receiver Managers are' therefore, coDfident that this will retum the comparry to proftability and

conscquently, the financial statements have bcen prepared on a going concern basis.

1l



MUHOROM SUGAR COMPANY LIMITED (IN RECETVERSHP)
NOIES TO TIIE FINANCIAL ST TEMENTS (Cotinued)
FOR THE YEAR ENDED 30 JIJNE 2023

Loss bcfore taxatin is arivod a sft6r durging
Sfficost (not6 A
Deprecnoo ofpopcrty, plant roa equipmoflt
J<ft1 rccciwr n nagors feos gd opccs
Auditors' romrurcratio - cu[€art yoar

7 STAFF COST

Salaries ud wages

Olbar stdoosts
NSSF cotibuisrs
Mediccl aqense

2023
KSh

2022
KSh

4 GRANTINCOME

Govoenmeat of Kerya rm-rcimbursaHe grant inoome t66.,46t,577

The gram regrescors dircct paymts bv C-veflunent of Katys b tbe cor4atry's crne and ofrer suppliors

5 NETEINANCECOSTS

Interesf sccrued Cl borrowingE

6 LOSS BEFORE TAXATION

3U,t23,O52
Tt,w,@2
3,728,800
3,500,000

362,465,2n
21422O

473,62s,343
77,W,602
4,039,610

2083,600

46,122,253
l,9l I,l t9
t292,8@
4294,1702,t43,555

-3j1,,92i9t2
The avorago mrmber of cmployocs for rhc conpauy dring th€ y€ar wa 750 (2tD: t)l)

8 TAXATION

Tax cbargc

No t8x liability h83 8ris€n dw m beses mado by lto cmpay.

D€ftrmd te(
No defenod tpr hrs becn rtcognisod dr o rcumulalod ta loss€s (Nole I I ).

47r_620.343

t2



MUHOROM SUGAR COMPANY UMITED (IN RECETVERSHIP)
NOTES TO THE FINANCTAL STATEMEI{TS (Continued)
FOR TI{E YEAR ENDED 30 J['NE 2023

9 PROPERTY, PLANT AND EQUIPMENT
Y€sr 6nded 30 Jtme 2023 Nil

Fredpld
land
KSh

2.00o/o

Land
D€velopmeot

KSh

2.lf/o

Buildings
KSh

982,',l48,970

5.Wo
Factory

Plsnt and
Machinery

KSh

l .t28,7 t6,9 t2

20.oe/o
Heavy
Mobile

Machinery
KSh

25 00f/.

Motor
Vehicles

KSh

7.se/o
Otrer

Equrpment

and Fixtures
KSh

Total
KSh

cosr
AT I JULY 2022

Additions

At 30 JUNE 2023

DEPRECTATION
AT I JULY 2022
Charge for the period

At 30 JUNE 2023

NET BOOK VALUE
At 30 ruNE 2023

1,E45,650,000 10,4t0,217

1,845,650,000 10,410,217 982,74 E,970 t

63,989,653 9,354,301 4,M0,870,053

128 7t6 912 63,989,653 9,354,30t 4,0,1(),870,053

4,968,455
20E204

58,964,935
t9,6s4,979

78,619,914

168,512,263
56,435,846

63,989,653 2,003,146
70t,573

298,438,452
77,000,602

5,176,6s9 224,948,1@

1,E45,650,000 5,233,558 904,1 29,056 903,768,803

63,989,653 2,704,719 175,439,054

6,U9,582 3,665,430,999

Year ended 30 June 2022

COST
AT I JULY 2O2I
Additiqrs

At 30 JIJNE 2022

DEPRECIATION
AT 1 JULY 2O2I
Charge for the period

At 30 JUNE 2022

Freshold
land
KSh

LaId
Developm€nt

KSh

Facbry
Plant 8rd

Machinery
KSh

39,309,956 tt2,0'76,417
19.654 435 846

Ottor
Equlpmdlt

and Fixtures
KSh

63,989,653 9,354,301

63 989 653 9,354,301

Mobr
Velricles

KSh
Totsl
KSh

Heavy
Mobile

Machinery
KSh

Buildings
KSh

r,845,650,000 9,577,t47 982,74E,970 1,t24,299,347
4,417,565833 070

1,145,650,000 _-!-91192]2 982,74E,970 1,t28,716,912

4.035,619,418
5,250,635

4,040,870,053

4,760,251
208,204 ,979 56

63,989,653 I,30r,573
10t,573

2,4$,t46

22t,437,850
'17,000,602

298,438,4524,%E,455 5E,964,93 5 168 5t2 263 63,989,651

NET BOOK VALUE
AI 30 JUNE 2022 5,441,762 923,784,035 960.204.649 7,351,155 3,742,431,60t

has a floating charge over al.l theThe assets of tte company have been pledged as secunty for vanous loan facilities advmced o the company. Tlre Kerrya Sugar Board also
assets of tlrc compslly for vanow loans grantod to fto co[rp8ny over the years (rrcte l7).

The cost of land rs for 6,038 rcrcs initial held by the Company. 1,375 acros w€ro traosferred to v'ariors individua.ls in tle 1980s and 1990s and no adjustnents have be€o
made in lhe Company's books to reflect the disposal.
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MUHOROM SUGAR COMPANY LIMITED (IN RECETVERSHIP)
NOTES TO TIIE FIN.{NCIAL STATEMENTS (Continucd)
FOR THE YEAR ENDED 30 JIJNE 2023

IO INVESTMENT

Ulquolcd cquity invlsMlt at ooot
Lc,ss prwisior for iapairnnr

Stading caac crrp:
Ar thc bcginiry of ttc ycr
Additicms 6. tic ,tr ar cct

phar oa --l;-, ,*o
Dirsd ltock
Pltol rt6l
Sugsr ard snlslscs
Canc iD yard

L6s: Provisi@ for obsoletc invcfiories

2023
KSh

2022
KSh

583.180
(583,1EO)

'fh€ urqEtad equit, irvrsto.ar ,elat6 to an itrvtut of 29,159 8htts il Kqrya Grir Go$cis Ccop€rstivc Udon
Limild (!@' KctD! FaIEs Associrtioo) 8t KSh 20 p€r 8harc.

II GROWING PRODUCE

583, r 80
(583,180)

200,667,1l8
76.1t2,757

166,363,514
48,421,67 t

Decttlrc du! to havcstitrg
2 t4,791,185
(l4.124,06n

254.22A,570 200 67 I r8

(lrssySrir in 6ir yalE atributcd o pricc cha4E
(,osr/gdn in 6ir rdrc ruribuhd to phvsical chaSr
Fan vaIE (locsyglln dun S tbc ,rf
Csrrying amlnr !r cod ofrhr ycar 254,224,570 200,667,t l8

Net 0o6syg[in on gplriag produca lsscts
Standiag cae cnp

Significart .&srEpti@s E da itl deilmftiry lic 6ir vlllEs of s!trding ce 6op [c:
r) Thc vrurari@ ir beld @ c@ p(bc of t(sh 3,m0 C2019 - KSh 3,800 ) D.r h-
b) Crrc of 6 E6thr lod bclow i! rs8umcd lo b. iEo.!!,l rrd t s m datcrmillbh rErta valtE. ImEdurE clnc is

statcd at cosl Mltur! caE lEs bccn sls&d d f8n vlhc lcas poid of !!l€ co8lr.

Nuclqrs Estrte groe.i[g ce i! @t irsr.Eld agailrt fte. No plovisiq hls bcla Elde i! ftc EtrltEist 3ts@ts for
pcliblc bascs itr thc qrcot of rry bumr ce which @t bc ralvaged

2023 2022
12 INVENTOHES |(sh KSh

276,n9,475
(22551J05)

2t8378.7s2
579.020

e,m3,784
9,533,256
I,609,944

146,801.965

975,66
(436,253)

4t,66/.,291
t,6@,944

228,0t 7,185
( l 0,602.098)

717 tt 5 {R7

190,615,513
00,602,09E)
Im 0t3 515

t4



TUHORONI SUGAR COMPANY LIMITED (IN RECETI'ERSHIP)
|OTES TO THE FINANCL{L STATEMENTS (Continued)

FOR THE YEAR ENDED 30 JI'NE 2023

13 TRADE AND OTHER RECETVABLES

Trade receivables
O&er receivables

D€pcils and prepsymafs
Safrrecaivables

Less: prwision for doubftl d€bts

15 SHARE CAPTTAL

Authorisc4 issued ad ftlly paid:

2,787,096 ordintry shres ofI(Sh 20 each

16 BORROWINGS

Princbsl
borrowings

KSh
l,oers i*rucd by thc Goverrrmcot of Kcnya:

2023
KSh

2022
KSh

75,588,688 67,152,499
483,762J85 @5,320,644

1.839,713 r,839,713

06.196.98 D (37 ,22O,7 t41

544,993 ,798 637 ,092,141
(154,50r,307)

_329J29

Interest accrued Total borrowings
KSh KSh

2023
KSh

2022
KSh

55,741,v20 55,741,920

Total borrowing
KSh

(154,501.30n

482.590.834

14 DEFFERED FARMERS IJOANS AND DEBTS

Total loss and d$ts recsivable
Less pmvisiqr for doubtfirl debs

872,344,647
(872,344,647)

812,344,647
(872.344.647\

The deferred loans and debts comprise advances End loans io cuE growers for cane developmerr ard are to be rccovered

from cane proceeds.

a) Ministry of Finance-Treasury loans

b) Minisry of &riculture

GovcrnEcot of Kanyr guerertccd lorns :

c) World Bank
d) Stuk Sugar of Netedan& Ioars
e) Paris Club Rescheduled arrears

Totd Govcmmcnt of Kruyr lorm

?,486,940A12 1,580,486,301 4,067,426.713 4,06'1,426,713

2,442,598,412
44,342,W

| ,s t9,627 ,527
@,858,774

3 ,962,225,939
105,200,774

3,962,22s,939
t05.zoo.n4

151,049,893
302,528,309

28t,788,514
575,091,337

439,A38,&',|
8n,6t9,646
838.230.089

439,838,407
$Tt,6t9,646
838230,089450 607 059 38 623

904,1t5,26t L,25 1.502.880 2,t55,688,141 2,155,688,141

3,39t,t2s,673 2,831,989,181 I14,854 6,223 ,t t 4,8546,223,

857.905.306 3 ,442,724,s88 442 724 88
I,ofl$ from Ketry. Sugar Boerd
f) Various 2,584,819,282

Total borro*inp 5 975 9M

Adjustm€rf b losns to balance widr Loan ststem€nts

Du€ for setdement within I year

3

955 3,689.894.4E7 9,665 443 9,665,83 9,443839

Due for settlemant after I year

15

9,665,839,443 9,665,839,443



MLJHORONI SUGAR COMPA}.IY UMITED (IN RECEIVERSHIP)
NOTES TO TIIE FINANCIAL STATEMENTS (Continued)
FOR TIIE YEAR ENDED 30 JIJNE 2023

16 BORROMNGS (Continued... )

s) Mhislry ofFinanceTre6ury losns tolalling KSh 2,,142,598,412 are not secured 8nd werc advanc€d lo lhe

Company at vsrious dales as follons:

o Faclory o(pansion loans of l(sh 19,100,235 were disbused in 1973 al 6% inlerest rate p.a- The loans were to
be rcpaid over a period of30 semi-Emual irctalnrens rvith the 6rst instahEot hlting due on I July 1975.

. Cme developm€! loan ofKSh 5,000,0ff) rvas disbursed in 1993 al l2% p.& interesl mte, repayable in 20

equal semi-annual instalm€ols comm€ocing 3 I December I 992.

o FarmeB loan smounting to KSh 35,800,000 had no specified re ms and conditio,s. However, it was agreed

thu tre loan be adopted at l2yo interest mle p.a md be frrlly repaid by 3l March 2005.

. Nation8l Bank of Ker5,a loaa amormting to KSh 2,382,698,177 relEtes lo \'arious overdrafu facilities advanced

to the company over the years to meet working cspitsl r€quiremenls prid ofl ['the govemment in 1999 and

2007. The lotal amount is overdue.

b) Ministry of ASriculture loons totalling KSh,f4,342,00O are not secured and nere advsrced at various dales 8nd

were to be used for cane develoDmei and facto ' rdBbilildion as follows:
. Csne d€yeloprnent loan of KSh 10,000,000 $,as advmced in 1977 to be repaid in 20 equal semi-annual

instalm€{is al 10.5% irler€st ,ale D.a The fust il}starrD€rll \vas fallinc due on June 1983.
o Factory rehabilitati,o[ and modemisation lom of KSh 28,742,000 was advmced in 1988, rd was to b€ repaid

in l0 equa.l annual iDstslmeds. wilh lh€ ft sl fulslalment fallinp due on June 1991. The loan $ras 81 I l% i[erest
e The other cane developmgrt lom of KSh 5,6O0,00O was advmced in l99l at 'l l% inleresl lale p.4", repayable

in 20 eaua! s€mi-aDnual instslmena. The first instalme nas due in Januan' 1991.

c) The World B[lk loan w8s for sugar r*nbili|ation mder the supavision of the Government of Krnlaa- The loan

was ad"-anced in 1984 Et 10.51% and ryas rcpryEble in 30 equal semi-umual instahEots of KSh 5,034.996.43

cor nencing 15 Jub 19E4 and was to be completed in JuLv 1999. The lom wc gurranteed b th€ Govemment of
Kenvn

d) The Stor* Sugar of Netherlands lom was for factory rarovation and modernisalion The loal was US$

19,200,000 designded as KSh 302,528,310. Il was sdrarrced to the company in 1975 to be repsid al 10.5%

interest rate- ovcr a Deriod of eisht lEars. Ttr€ loe was cusr8tlood bv th3 Gov€rrunfit of KElia

e) Paris Club Rescireduled Arrecs of US$ 5,839,9 I 0 arose out of roscneduling of the ysriors loar fiears in I 993 al

the Psris Club. The loan was designated in US$ and h83 beerl revalued lo XSh 450,607,060. The loan is subject

to interEst at 7% p.a" and is repayable in t4 equal semi-amul itrstdm€als ofUS$ 417,136 ftom 15 June 1994 to
I 5 Daaemhar 2oO0 Tte logn was qrrerentee.l h the Ciove.mrn€rd nfxefllT

f) Tho lors from Kenp Sugar Bosrd (KSB) md€r the Sugar Developm€irt Fwd (SDF) relafied to paym€nb made

by the Board in respect of cane derelopn€ol, purdrase of agricdtural equipment, factory rdEbililation 8nd the

payment of frmrss' arrErs. The loans *,ere disbusod b€twe€n the psriods I 992 md 20 I 7. The loEE are secured

hv floafins c}lrrpes over all c.omnaiv assels and lhe inreresl raret aance from 3qr'" to 60l" llet annllm

2023
KSh

2022
KShMOVEMENT IN BORROWINGS

At begirming ofthe rear
Accflred interest
Exchange differences

Loans advanc€d
Loans repsid

At end of the year

9.689,313,375 9,689,3t3,375

9.689-313-375 9.689.113 375
9-66.5 39 443 9 665 439-443

23,473,933

15

73,473,932.70



I\{I,]HORONI SUGAR COMPA},IY LIMITED (TN RECEIVERSHIP)
{OTES TO THE FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED 30 JUNE 2023

17 TRADE AND OTHER PAYABI.ES

Trade payables

Taxes, peoahies and fines
Other payables and accruals

Statutory payables

Grtuity provision
Leave pay provision

b) SdGr to rdrtcd prrti.s
Agro Chemical and Food ComP&y Lldted
Molasses

Other members of key mansgement

Salarie,s and other benefits

d) ComFn[tion of lqr mrorgcmcnt Pcflonncl
The remuneration of the Joint Receivet lvlsnagers and other menrbers of
key msnagemelt during the year was as follows:

Joint rcceiver managers remuneration
Fees and other efilotumeats

3.t03.684 3,103,684

728 800 4.039.610

2023
KSh

2022
KSh

1,188,690,503
t6,7 t5 ,67 4,187

736,081,907
852,009,447
380,444,440

35.416.434

t.374,728,488
16,235,U7,671

590,3s 1,952

937,685,455
363,O29,793

35.416.434

l9 ir6 918 19 .536.2s9 .791

18 TRANSACT]ONS WITH RELATED PARTIES

Parties arc considered to be related if one party h8s the ability to control the other party or exercise significant

influence over the other psrty in making financial or operational decisions. During the year, the following trsnssctions

were enlered into with related panies: 
zoz3 zazz

e) Purch.'.' fnom rdrtcd perticr KSh KSh

Kenya Sugar Board
Lfiersst on loan

Kenya Sugar Board holds a charge over tll€ assets ofMuhoroni Sugar Company Ltd and has placed the company

undef ct8tutory nunagcment.

Miwani Sugar Company ( 1989)Limited (in Receivership)
purctrase oimitting cane 23'471,276 23'471'276

lvfiwani Sugar Company (19S9)Limited (in R.c€ivership) is related to Muhoroni Sugar Company Limited by way

ofcommon ownership and statutory managernent.

furo Chemical and Food Company Limited is related to Muhoroni Sugal Company Umited by way of common

ownership.

c) ABounls duc to rt .tcd prrti6
Miwani Suggr Comparry lieeelLirrired (in Receivership) 212'E33,616 197 

'8r'.5,745

Chemelil Sugar Company Limitcd is rd8led to Muhomni Sugar Company Limited

by way ofcommon ownership.

3

I 501 429 16.501.429
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MUHORONI SUGAR COMPA}{Y LIMTED (IN RECETVERSHIP)
NOTES TO THE FINANCIAL STATEMENIS (Coorinued)
FOR THE YEAR ENDED 30 JI.JNE 2023

19 NOTES TO THE CASH FLOW STATEMENT

a) Reconciliation ofloss before taxdion
to cash g€nerated from operatiors
Loss before taxation
Depreciation
Finance costs on long term loans (note 4)

Loss before working capital changes

Working capital charyes;
Decresse in inveltories
(Increase/decrease in trade ard other receivables
Decrease in growing produce
Increase in deferred farmers loans and debts
(DecresseMncrease in trade and other payables

Movement in related party balances

Cash generated from operations

b) Analysis ofcash and cash equivalents
Cash and burk balances

The overdraft is a book balance.

20 '3

KSh
2022
KSh

(46',1,863,963)

77,W,@2
(594,551,386)

77,0o0,602

i390,E63,362) 517 550 784

(37 ,40t ,s't2)
92,098,343

(53 ,56t ,452)

375,504.,t25
14.987.871

54,212,003
18,575,284

(34,303,604)

468,558,457
15,922,796

7 63.954 5 414 l5l

6 509 2't97,273,t74

20 CONTINGENT LIABILTTIES

The company frces several court cas€s currently in court, nrainly from srppliers, employees, frrmen ard others

l. The claims from 102 suppliers totalling roKshs 52,7'19,720.43 currartly in court
2. The claims from 16 ernployees totallint ro Ksh sI25,742,159 currentty in court
3 . The daims from I 0 frm€rs tolaliry to KslE 572, I 59 omlotly in court
4. A land chin by Koguta Clan LR No 3977 ard 3978 , clrrently in court

21 CAPITAL COMMITMENT

The company had no capital corrudtm€nts as a.t 30 June 2023

22 FINANCIAL RISK MANAGEMENT

The company's principal finsncial instnnn€nts comprise crsh and cash equival€ots, rec€ivables and payables. These

instruments arise directly from its operations. The compa,ry does not erter into deriv*ive trsnsaclions.

The company's actMties expose it to a variety of firurrcial risks" Lrcluding credit rislq liquidity ri5ks, market risks and

operatioml risks. The company's overall risk msnagement progrsrnme focuses on the unpredictability of financial

msrkets and seeks to minimize potentisl advers€ effects on its financial performance. The ReceiveryManagers have

overall responsibility for the establishment and oversighr ofthe company's rid< managernent frarnework.

MARKET RISK

Market risk is the risk that the fair value or fiJture cash flows of financial instrumerfts will fluctuate due to changes in
rnrrket variables such as inlerest rates, foreign exchmge rates ald equrty paces. The objective of flurket risk

management is to manage and control market risk exposrre wit}in acceptable levels, while optimizing on the retum on
the risk

18



IIHORONI SUGAR COMPA}.IY LIMTED (IN RECETVERSHIP)

OTES TO THE FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED 30 JTINE 2023

22 FINANCIAL RISK MANAGEMENT (Continued . . . )

(i) lnterest rate risk
lnterest rEte nsk rs the nsk that the ttJture prottab rty and/or cash flows ot lin8noal mstrumdts wdl tluctuate

because of changes in the market inter€st rates. The company's policl is to mamge its intsest costs by r€lying

primarily on overdraft facilities with its banken. All othcr borrowings for spocific projects or investments are

negotiated on the bssb ofs fxed rate of tterest. The company is therefore rpt significantly exposed lo int€rest

rate risk.

The irter€st []ovemefi in the financial ssset is negligible 8od any seositivity analysis on t]cse instruments would

not be r€?resedafive of lhe inhercrf risks associated with the irBmtmffts.

(ii) Foreign arrercy orclrange risk-'lffif; o,itanige nsX inses tiom fiJU..re rnvesutretrl tr8nsadrons 8od reco8mzcd ass€ls 8nd lrabfit€s. Ihe

company's pohcy is to record transactions in foreign ofnncies at the ratc in etrecr at the dtte of th€ trsnsaction.

Monaary assas and liabilities denominated in foreign currencies are retranslsted at the rste ofexchange in efect

af the r@orting dare. AII gains or losses on changes in currency exclunge rates are accounted fot in the

staterncrt of Profrt or loss.

Thc company operates wholly in Kenya and its 8ss€ts and liabilities are rePorted in local orrrency. The company

had no significant foreign currency ocposure as at 30 June 2023.

CREDIT RISK

Credit risk is the risk of financiat loss to the company if a orstomer or countcrparty to a financial instrument fails to

meet its contr8rtual obligEtion.

Credit rbk aris€s Aom arde srd other reccivables, cssh and cash equivalents hcld u,ith bmkr ard amormrs dre from

relatcd parties. Tbe cornpary allows credit facilities to cusomers with a higb crcdit rstitrg ard also places funds with

recognised ftra$ial instihrtions wilh strong credit ralings. In addition rnog of the q$tomers pay in advarrce and

therefore the company does nor considcr thc crcdit risk exposure to be siSnificam.

LTQI,JIDTTY RISK

Liquidity risk is the risk that the company will encounter diffculty in meeting obligations from its financial liabilities.

Managernert bave arranged for divenified fi.rnding sources, both shon lerm 8nd long term, io meet the comPanys

obligatiors as and when they fall due.

OPERATIONAL RISK

Operational risk is the risk of direct or indirect loss arising from a wide variay of carrsss sssociated with the

compsny's procqss€s, personnel, technology and infrastructure and fiom extemal factors other than credir, martet

aaa iquiAty risks guch as those arising from legal and regularory requirenants and generalty act€pted standards of

corporste behaviour. Operuional rislcs arise from all ofthe company's operations.

The company's objective is to manage operational risk so as to balance the avoidance offnancial losses and damage

to the company's repulation with overall cost effectiveness and to avoid control procedures that restrict initiative and

cr€ativity.
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MUHOROM SUGAR COMPAI.IY LIMTED (IN RECEIVERSHIP)
NOTES TO TI{E FINANCIAL STATEMENTS (Continued)
FOR T}IE YEAR ENDED 30 JUNE 2023

23 CAPITAL RISK MANAGEMENT

The primary objective of the company's capital management is to ensure that the company complies with
capital requiremens and maintains healthy capital ratios in order to support its business and to maximise
shareholders' value.

The capital struchre of the comlnrDr consists of dcb! which includes borrowings, cash and cash equivalents
and equity which comprises issued capital and retained eamings. The comparry has continued receiving
funding form the debenture holder, Kenya Sugar Board, for its capital requirements.

24 INCORPORATION AND TJLTIMATE HOLDING ENTITY

The company is incorporated and domiciled in The Republic of Kenya under the Companies Act. It is a

subsidiary of Agricultural Development Corporation, which is wirolly owned by the Govemment of The
Republic ofKenya. Agricultural Development Corporation is also incorporated and domiciled in The Republic
ofKenva rrnder the Acricultrrral Develonment Corrrrreridn Act and the Strte Comorations Act

25 CI,JRRENCY

These financial statement are prepared in Kenya Shillings(KSh).

26 PRIOR YEAR ADruSTMENTS
lne Pnor year adjuslments relates m accrued rnterest on toafl balanc€s owed to of guamnteed uy the
Governrnent of Kenya which had been suspended in 20O9 following confrrmation of the company's debt by
Treasury in December 2012. The National Treasury has howwer issued a confirmation as at 30 lut.r- 2020
indicating inter€st accrued to lhal date. Inter€st for the pcnod 2010 to 2019 has been recognised during the
year necessitating restatement of prior year financial statements. The effect of th€ restatement on those

financisl st8tements is summarised below.

Effea on year ended

30 June 2019
KSh

Effect on opening balances for the year ended 30 June 2019
Increase in inter€st expense
Increase in exchange differences

3,022,998,063

3,162,513,909

Increase in borrowings 3 ,162,513 ,909

Decrease in equity (3,162,513,909)

Adj ustrnents for 2019

lncrease in interest expense
Increase in exchange differences

Total effecr on 2019

Total increase in borrowings

Total decrease in equity

r39 515 846

335,888,674
7,289,960

343 178 633

3 ,505 ,692,542

(3 ,505 ,692,542)
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iV{UHOROM SUGAR COMPANY LIMITED (IN RECEIVERSHIP)
DETAILED INCOME STATEMENT
FOR TIIE YEAR ENDED 30 JUNE 2023

APPENDD( I

2022
KShAppcr,dix

2023
KSh

REVENUE

Suga sales

Molasses ssles
Bagassc sales

Total sales

COST OF SALES

Cme pru:cbases

Factory costs
Agncula.ral costs
In\cntory moYcmcnt

cRoss ross

Othor operating income

Grad income

Administsstivc expcnscs

Finstre costs

1,510,725,6s6
145,363,449

1,ss4,685,4t2
48,443,093

093

1,655,089,r45 1,603,129,598

tr
I
il

(1,139,899,072)
(452,96,427)
(76234,86e)

(1,669,080,368)

(12,991223)

23,7s7A72

(r,201,070,380)
(642,809,478)

(87,985,391)

0 .93t ,865 ,249

(328,735,65 t )

32,99t,553tr

trI (478,630,212) (298.,807,287)

LOSS BEFORE TAXATION (467,863.!X3) (594,551.385)

Reconciliation ofrcsults based on achral cost ofbiological asscts and agriculhlral Plduce was nocesssy so as to

result at fat valuation ofbiological assets and agricultu'al produce:
2023 2022
KSh KSh

IrOSS BEFORE TAXATION AS ABOVE (467,tt63,963) (5%'551,385)

Fair vahre adjusrnent

LOSS BEFORE TAXATION AS PER INCOME STATEMENT Jlgl.ffi3,g (5e4,551,385)
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MUHORONI SUGAR COMPANY LIMITED (IN RECETVERS}trP)
DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2023

CANE PURCIIASES

Registered out grow€rs cane
Nucleus estatc cafle

FACTORYCOSTS

Staff costs
Other factory costs
Deprecration offactory plant and buildings
Stocks impairernent
Plant spares and maintenance
Electricity and water costs
Fuels and lubricants
Packaging materials

AGRICULTURAL COSTS

Staff costs
Other agricultural costs
Depreciation of agricultural equipment

OTHER OPERATING INCOME

Other miscellaneous income
Land development and preparation
Cane transport
Seed cane sales

Milhng cane
Sale of scrap metal
Intelest on outgrowe$
Winch recoveries
Hire oftractors and lorries
Interest income

975,778,344
164,120,728

APPENDX II

2022
KSh

| ,266.,25t ,87 4
79,827,390

2023
KSh

J.li9.E99.AZ2 J,3t5,9J2.252

233,9t1,309
42,153,149
56,435,846

62,889,802
30,o92,284
6.979,038

20,485,000

-$2,9fiA27

282,726,137
32,916,186
56,435,846

2t3,462,420
17,217,7 t6
t3,975,2t5
26,07 5,959

_g2sMA12

58,477,827
17,548,837

208,2U

71,462,068
17,095,653

76 234 469 _3E55tJA

20,708,888 57,67 5,183
19,018,668

(4,973,258)

730,O73
5,159,900
2,131,900

564,07 5
18,940

3,758,488
(6,2?.8,444)

21757 472 69 806 910

22



I

.,TvIUHOROM SUGAR COMPANY LIMITED (IN RECEIVERSHIP)
DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 30 JT]NE 2023

ADMIMSTRATTVE EXPENSES

Stafr costs
Other costs
Joint Receivas Managcrs fecs and expcrlsss
lnstl'ance
Lderest and pcnalties on tax
Dcprcciation
Sffirity
Gratuity provision
l.cave pay provision movc,meirt
Baok charges
Prsvision for intcrest and penaltics on ov€t'dua taxes

Audit costs
Tclcphone and faxes
l,cgnl and profcssionsl fcos

INTEREST AND PENALTIES ON OVERDUE TA]GS

Provision for intcrcst 8nd pe,flsltics or overdue taxes

2023
KSh

APPENDXM

2022
KSh

125,109,630
2fi,O23,731

3,728,800
2,652239

20,356,552
17,324,717
39,681249

19,651

3,500,000
54,000

5,979,93

J13.5t9.29

t 51,460,430
60,8r 8,605
4,039,6t0

t3,634,942
5,t97,736

20,356,5s2
14,988,712
16,785,997

5,000
186,112

7,083,600
506,915

3,743,076

J,93.E912L7

-l.tgJat
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