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MUHORONT SUGAR COMPANY LIMITED (IN RECEIVERSHIP)

REPORT OF THE JOTNT RECEIVERSA4ANAGERS AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JI-iNE 2022

REPORT OF THE JOINT RECEIVER MANACERS

The Joint Receiver Managers pres€nt dleir report together *ith the audited financial statem€nb of (he mmpany for

the vear ended 30 June 2022.

PRINCIPAL ACTTVITIES

The principal actirities of the comparq is manufaauring of sugar and the provision of support to sugar cane out-

glo\4,e[s.

OPERATIONS OF THE COMPANY
n" g-rir-.*i * tt e *u1o, shareholder' plans to divest ils slake in lhe sugar compan'v (o improve its

performance and competitiveness tfuough privalrsatlon

RESULTS

Loss before ta,\ation
Ta\ation

zo2l
KSh

(393,234.389)

Loss for lhe vear transferred to accumulaled deficit se4.55 r,386) (393,234,3lt9)

CORPORATE SOCIAL RESPONSIBILITIES

I Continued nirh supply of improved qualit-v water to the sunounding comm$it-v' churches and schools as pan

of socia.l corporate responsibiliq'.

z nooa, i"r,oUifiturion and mainienance within Muhoroni Sugar out grower zone was carried out to enhance

z-ona.l mobility, but was limited on sccount offunds.

: i;i".a"a hea.tth sen ices to rr," *..*it, in collaboration *ith Ministr), of Health, Aphia Plus. oGRA and

ICAP. This included:
- Provision of ARVs to the surounding community to a total of369 persons reglstered'

- Anterdal care $rft an 8nnu8l target of45 persons'

4 ln collaboration with the County avemment of Kisumu, repaired the ro8d to the Nyat-o sub count) hospital

for easier access ry* the community-.

STATEMENT AS TO DISCLOSURE TO THE COMPAI'IY'S AUDITORS

wih respect to e3ch receiler/manager at the time this report w-as approved:-

i;;-Ti;;;; i;^ the penon is iware, no relevant aidit informarion of which the Company Auditor is unaware:

and

1U) The person has lalieo all the steps $al the person owht !o have tal€n as a Director so as to be aware of an]'
.,relevantaudirinfomalionandtoestablishthalthecompar,t'sAuditorisawaleofdlarinformalion,

AUDITORS

TheAudilors,Malhenge&Associales,haveindicatedtheirwillingnesstocontinueinolliceanddosoin
accordance *ith the Kmyan Companies Act 2015

BY ORDER OF THE JOINT RECEIVER MANACERS

202?.

KSh
(59.1.55t,386)

ver Manager

Date 6fu {,t,'la 2t\24
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.MUHORONI 
SUGAR COMPANY LIMITED (IN RECETVERSHIP)

REPORT OF TIIE JOINT RECEIVERSA4ANAGERS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JT]NE 2022

STATEMENT OF JOINT RECETVER MANAGERS' RESPONSIBILITIES

'Ihe Kenya Compaltles Act requ[es the Jolnt Recerver Managers to prepare liurancral statements tor each
financial year wtrich give a true and fair view of the state of affats of the company as at the end of the financial
year and of the operating results of the company for that year. It also requires the Joint Receiver Managers to
ensure that the company keeps proper accouting records which disclose with reasonable accuracy at any time
the financial position of the company. They are also responsible for safegr.rarding the assets of the company.

The Jorrt Receiver Managers are responsible for the preparation and fair presentation of these financial
statements in accordance with International 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 fiee from material misstatements whether due to fraud or error.

r ne Jo[lr Kecerver vranaSers accepl responslDl[ry ror me annuar nnanclar svlremenE, wnlcn nave oeen prepzueo

usrng appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with Intemationa.l Financial Reporting Standards ald 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 far
view ofthe state of the financial affairs ofthe company and of its operating results. The Joint Receiver Managers
fi.rther accept responsibility for the mainienance of accounting records which may be relied upon in the
preparation of financial statsments, as well as adequate systems of internal financial control.

lhe Jomt Kecelver Managers acknowledge that lne contrnued exlstence ot the company as a gomg concem
depends on mntinued support fiom the debentue holders and the govemment and the success of the measures
that the Joint Receiver Malagers and the govemment have put in place to reh]m the company to normal business
operations and profitability. The Joint Receiver Managers are of the view that once the plarured measures are

adopted, the company will successfirlly retum to profitability. In view of the foregoing, the Joint Receiver
Managers cmsider it appropnate to prepare fmancial statements on a going concern basis.

Joint Manager

l*{,t lrN,zDate 2024
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REPORT OF THE AUDITOR-GENERAL ON MUHORONI SUGAR COMPANY LIM]TED
(IN RECEIVERSHIP) FOR THE YEAR ENDED 30 JUNE, 2022

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 LaMulness and Effectiveness in Use of Public Resources which considers
cornpliance 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
responsibilitles of the Auditor-General as provided by Article 229 ot the Constitution, the
Public Finance ManagementAcl,2012 and the PublicAuditAct,20l5. Thethree 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 04 to 23, which
comprise of the statement of financial position as at 30 June,2022, and the statement of
comprehensive income, statement of changes in equity, statement of cash flows and

Report of the Auditor-General on Muhoroni Sugar Company Linited (ln Receivership) lor the year ended
30 June. 2022
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itemized actual revenue and expenditure for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015.

I 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. Varaances 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:

(i) The statement of comprehensive income and as disclosed in Appendix I to
the financial statements reflects an amount of Kshs.1,603,129,598 in respecl
of revenue, while the supporting schedules reflects an amount of
Kshs.1,862,335,169, resulting to unreconciled variance of Kshs.259,205,571.

(ii) The statement of comprehensive income and as disclosed in Appendix ll reflects
an amount of Kshs.32,991,553 relating to other operating income, while the
supporting ledgers reflects an amount of Kshs.33,531,553 resulting to an
unreconciled variance of Kshs.540, 000.

(iii) Further, the statement of comprehensive income reflects an amount of
Kshs.2,098,326,827 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.'1,875,059,7 48 by Kshs.223,267,084.

(iv) The comprehensive income and as disclosed in Appendix lll to the financial
statements also reflects administrative expenses totalling Kshs.298,807,287,
which differs with the ledger balances totalling Kshs.210,196,882, resulting to an
unreconciled variance of Kshs.88,61 0,406.

(v) The statement of financial position and as disclosed in Note 13 reflects trade and
other receivables balance of Kshs.482,590,834 net of provision of doubtful debts.
However, the ledgers provided for audit review reflected a net credit balance of
Kshs.147,120,362 resulting to an unreconciled variance of Kshs.629,7't 1,196.

(vi) The statement of financial position further reflects inventories totalling
Kshs.180,013,515, while the general ledger provided for audit reflect an amount
of Kshs.334,268,862, resulting to unreconciled variance of Kshs.154,255,347.

(vii) ln addition, the statement of financial position and as disclosed in Note 17
to the financial slatements includes trade and other payables amounting

Report of the Auditor-General on Muhoroni Sugar Company Linited (ln Receivership) for the year ended
30 June, 2022
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to Kshs.19,532,812,793, while
Kshs.18,076,616,028 resulting
Kshs. 1 ,456,196,766.

supporting ledgers
an unreconciled

the
to

amounted to
variance of

(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
an unreconciled amount of Kshs.170,279,739.

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

2. Unsupported Adjustments

Review of the statement of comprehensive income revealed unexplained adjustments
that were passed to various accounts totalling Kshs.781 ,982,436 as detailed below;

Component
Amount
(Kshs.)

PAYE 698,119,978
NSSF 38,895,256
NHIF 44,967,202
Total 781,982,436

However, Management did not provide evidence to support the adjustments including the
authorization and explanation of the nature of the adjustments.

ln the circumstances, the validity of the adjustments made and the accuracy of the cost
of sales could not be confirmed.

3. 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.482,590,834. However, the
following unsatisfactory matters were noted:

(i) lncluded in the balance are trade receivables, other receivables and deposits
and prepayments of Kshs.67,152,499, Kshs.333,866,714 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 Ad,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.

Repo of the Auditor-General on Muhoroni Sugar Company Linited (ln Receivership) for the year ended
30 June, 2022
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(iii) The Note 13 to the financial statements reflect Kshs.154,501 ,307 as provision for
doubtful debts. However, the provision was not backed by any rate or policy, or the
account balances being provided for.

ln the circumstances, the completeness, accuracy and recoverability of the debt balances
could not be confirmed.

4. Cash and Bank Balances

The statement of financial position reflects cash and bank balances of Kshs.6,509,219.
However, the balance contains the following anomalies:

(i) Review of the cash and bank analysis reflected a Standard Chartered Bank deposit
account with an overdrawn balance of Kshs.798,000. However, the approval of
opening and operating the bank account was not provided for audit review.

(ii) The cash and bank balance include an amount of Kshs.24,040,278 in respect to
six (6) bank accounts and an overdraft of Kshs.848,000 from two (2) other bank
accounts. However, the bank reconciliation statements, cashbooks and certificate of
bank balances were not provided for audit. This was contrary to Regulation 90(1) of
the Public Finance Management (National Government) Regulations, 2015.

(iii) Further, the two (2) accounts were overdrawn contrary to Regulation 82(7) of 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.

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

(v) The cash and bank balances further include negative balance of Kshs.16,689,959.
However, the nature of the account could not be confirmed and Management has
not explained why the account had a negative balance.

(vi) Further, Management provided a list of three (3) bank accounts operated by the
Company. However, the supporting schedule provided indicated that eight (8) bank
accounts were malntained by the Company.

(vii) 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.6,509,219 as at 30 June,2022 could not be confirmed.

5. 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.19,532,8'12,792. lncluded in the trade payables
balance were opening balances detailed as follows;

Report of the Auditor-General on Muhoroni Sugar Compory Limited (ln Receivership) for the year ended
30 June, 2022
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Payables
Opening Balances

(Kshs.)
Cane Transport 451,119,373
Cane Harvesting 1 30,439,819
Nucleus Estate Contractors 99,359,479
Debtors with Credit Balances 516,241,640
PAYE 60,618,941
NHIF 9,454,850
NSSF 30,859,358

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 in support of trade and other payables had been provided for audit verification.

ln the circumstances, accuracy and completeness of trade and other payables balance
of Kshs.19,532 ,812,792 could not be confirmed.

6. Trade Creditors with Debit Balances

The statement of financial position and as disclosed under Note 17 to the financial
statements reflects a balance of Kshs.19,532 ,812,792 in respect to trade and other
payables. However, the schedule provided for audit reflected accounts with debit
balances amounting Kshs.516,241,640. Management has not explained why the debit
balances were included in the payables which implied payment for services or goods yet
to be rendered or delivered respectively. Further, inclusion of the kade payables with
debit balances is contrary to Paragraph 32 of IFRS 1 which states that an entity shall not
offset assets and liabilities or income and expenses, unless required or permitted by an
IFRS.

ln the circumstances, the accuracy and completeness of the trade and other payables
could not be confirmed.

7. Outstanding Tax Arrears

The statement of financial position reflects trade payables balance of
Kshs.19,532,812,792 as disclosed in Note 17 to the financial statements which includes
taxes, penalties and fines of Kshs.16,235,047,671. However, the following observations
were made;

(i) The tax arrears for the year increased by Kshs.229,993,856 from the prior year
balance of Kshs. 1 6,005,053,814.

(ii) The movement schedule provided by Management indicated that the Company
accrued tax arrears of Kshs.2,634,683,830 dating back to April, 20'l 1. Out of this
part, payments of Kshs.710,786,782 had been made. However, the deductions
and remittance of the same was not supported with returns duly acknowledged by
Kenya Revenue Authority.

Report of lhe Auditot-Ceneral on Muhoroni Sugar Company Limited (ln Receivership) for the year ended
30 June, 2022
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(iii) Taxes, penalties and fines further includes pre-receivership payables of
Kshs.14,321,150,623 whose detailed ageing analysis to support the balance was
not provided for audit review.

(iv) Documents provided by Management vide letter Ref:TNT/CONF 28103 dated
09 October 2023 trom The National Treasury indicated that the Company
owe KRA Kshs.3,238,703,456. However, the financial statements reflect
Kshs.16,235,047,671 resulting to a variance of Kshs.12,996,344,215 which had
not been explained.

ln the circumstances, the accuracy and completeness taxes, penalties and fines balance
of Kshs. 1 6,235,047,67 1 cou|d not be confirmed.

8. 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. The loans which have accrued a huge interest of Kshs.3,713,368,420 were
long overdue some dating as far back to 1975 and no repayments were being made as
required by Regulation, 42(1)(a) 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.

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.282,726,137, Kshs.70,681 ,534 and Kshs.151 ,460,430 respectively totalling
Kshs.504,868,101 . 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.10,040,997. Further, Note 7 to the financial
statements, reflects expenditure on staff costs of Kshs.473 ,625,U3 against departmental
costtotalling Kshs.504,868,101 resulting in an unreconciled variance of Kshs.31,242,758.
No adjustments had been done to correct the variances contrary to 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 staff costs could not be
confirmed.

Report of the Auditor-General on Muhoroni Sugar Compony Linited (ln Receivership) /or the year ended
30 June, 2022
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10. Unsupported Legal and Professional Fees

Appendix lll to the financial statements reflects administrative expenses of
Kshs.298,807,287 which includes an amount of Kshs.3,743,076 related to legal and
professional fees. However, information provided by the Management revealed that the
Company engaged legal practitioners to preside over various cases during the year under
review and previous years without the involvement of the Attorney General contrary to
Section 17 of the Office of the Attorney General Act,2012. Further, the propriety of the
fees paid could not be confirmed since a list of pending legal cases, outstanding legal
fees per case, stage of proceedings of each case, fees paid up to date per case,
breakdown of legal fees in fee notes and evidence of court attendance, rate as per
advocate remuneration roll, statements or ledgers of advocates accounts and case files
showing the value of each case were not provided for audit review.

ln the circumstances, the accuracy and regularity of the legal fee expenditure amounting
to Kshs.3,743,076 could not be confirmed.

11. Unsupported Administrative Expenses

The statement of comprehensive income and as disclosed in Appendix lll to the financial
statements reflect administrative expenses of Kshs.298,8O7 ,287 . The expenses include
various payments amounting to Kshs.181 ,191 ,501 as detailed below;

Item
Amount
(Kshs.)

Staff Costs 151 ,460,430
Joint Receivers Managers Fees and Expenses 4,039,610
Telephone and Faxes 506,915
Other Costs
Repairs and Maintenance 1,124,624
Electricity Expenses (Residential) 1,430,878

E-Mails 15,070,491
Guest House 1,452,725
Medical Expenses 2,593,330
Charities and Donation 3,512,496
Total 181,191 ,499

Further, staff costs included Kshs.1 , 1 74,200 being travelling expenses for the
financial year 2O2112022. However, supporting documents were not provided contrary
to Regulation 104 of the Public Finance Management (National Government)
Regulations, 2015 which states that all receipts and payment vouchers of public moneys
shall be properly supported with a pre-numbered receipt and that payment vouchers shall
be supported by the appropriate authority and documentation.

ln the circumstances, the accuracy and completeness of administrative expenses of
Kshs.298,807,287 could not be confirmed.

Report of the Auditor-General on Muhoroni Sugar Compony Limited (ln Receivership) for the year ended
30 June, 2022
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12. Unsupported Asset Additions

The statement of financial position and as disclosed in Note 9 to the financial statements
reflects property, plant and equipment net book value of Kshs.3,742,431 ,601 which
includes Kshs.5,250,635 in respect to land development and purchase of factory plant
and machinery. However, the assets additions were not supported with purchase
orders/local service orders, invoices, delivery notes, GRNs, inspection and acceptance
committee reports.

ln the circumstances, the accuracy and completeness of property, plant and equipment
cost of Kshs.3,742,431 ,601 could not be confirmed.

13. Material Uncertainty on Going Concern

The statement of comprehensive income indicates that during the year under review, the
Company incurred an operating loss of Kshs.594,551,386 which raised its
accumulated losses from Kshs.28,1 19,370,989 from the previous financial year to
Kshs.28,713,922,375 as at 30 June, 2022. Furlher, the Company, as reflected in the
statement of financial position, had current liabilities totalling Kshs.29,419,971,912
compared to current assets of Kshs.869,780,687 resulting to a negative working capital
of Kshs.28,550,191,225.

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

14. Late Submission of Financial Statements

The financial statements for the year ended 30 June, 2022 were submitted to the Auditor-
General on 04 December,2023. This was contrary to Section 47(1) ol the Public Audit
Act, 2015 which requires that financial statements to 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 submitted 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 200812009 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 200912010 to
201912020 without the approval of the Auditor-General in line with Section 23 of Public

Report o/ the Auditor-General on Muhoroni Sugar Company Linited (ln Receivership) for the year ended
30 June. 2022
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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 the supply of orders made were
therefore irregular and not in compliance with the Public Procurement and Asset Disposal
Act, 2015.

19. StaffAdvances

As disclosed in Note 13 to the financial statements, the statement of financial position
reflects net trade and other receivables balance of Kshs.482,590,834 which includes staff
receivables balance of Kshs.37,220,714. However, review of the trade receivables
analysis and related records revealed the following anomalies;

(i) Analysis of personnel records for the period ended 30 June,2022 revealed that
officers had been issued with salary advances of Kshs.3,066,335. However,
advances totalling Kshs.1 ,089,335 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.2,169,000
during the year under review before clearing the previous advance contrary to
Section 5.1.6.2 (Vll) of the Human Resource Manual,2015. The outstanding salary
advance as at year end totalled Kshs.1,453,700. Management did not explain why
the advance were still outstanding without the same having been recovered from the
respective individual salaries account.

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

20. Management of Staff lmprest

Note 13 to the financial statements reflects trade and other receivables balance of
Kshs.482,590,834 which includes a balance of Kshs.37,220,714 in respect of staff
receivables. Review of the systems for the management, safeguarding and maintenance
of staff receivables records revealed the following anomalies;

(i) Examination of temporary imprest records revealed that outstanding imprests as at
30 June, 2022 amounted to Kshs.5,084,207 some 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,2012.

(ii) Several officers were issued with multiple imprests before surrendering previous
imprest amounting to Kshs.1,453,700 contrary to Regulation 93(4) of the Public
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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.

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.20 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 practitioners 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, Management was in breach of the law.

18. lrregular Payments for Goods Before Delivery

Review of purchase orders and movement schedules under costs of sales revealed that
prepaid customers' orders amounted to Kshs.294,897,365. However, the schedule
indicated that as at 30 June, 2022, orders amounting to Kshs.163,431 ,648 were
outstanding which ought to have been serviced or refunded for goods and services
procured but not received or rendered. No explanation was given for failure by the supplier
to supply the equipment promptly and no evidence was provided of any efforts being
made by the Management to have the goods or services supplied. This was contrary to
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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, imprest details provided for audit review indicated that Kshs.795,500 was
recovered during the year under review. However, Kshs.414,491 was verified as
having been recovered resulting to an unsupported recovery of Kshs.383,008.

ln the circumstances, the regularity of outstanding imprest balance of Kshs.2'l,512,623
could not be confirmed.

2'1. Disclosure of Borrowings and Finance Costs

The statement financial position and Note 16 to the financial statements reflects
borrowings balance of Kshs.9,689,313,375. However, the borrowings were reported
under current liabilities 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 year end.

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

22. Non-Compliance with Procurement Procedures

22.1 Supply of Boiler Tank Tubes

Records provided for audit revealed that Management entered into contract with a firm
for supply of a seamless boiler tank tubes of diameter 16mm, made of steel 35.8 class ll
of 6000 metres at a sum of Kshs.6,522,780. The Management used restricted tender
method of procurement yet the procurement did not satisfy any of the conditions set under
Section 102(1) of the Public Procurement and Asset Disposal Act, 2015. Further, the
following unsatisfactory matters were noted:

(i) Review of the project files and other accompanying tender documents revealed
that the tender was not advertised as required by Section 96(2) of the Public
Procurement and Asset Disposal Act, 2015.

(ii) Management sent out the tender document to six (6) bidders instead of at least ten
(10) as required by Regulation 89(5) of the Public Procurement and Asset Disposal
Regulations, 2020 which provides thatthe procuring entity shall invite tenders from
at least ten (10) persons selected from the list maintained. Further, the procuring
entity used an expired list of suppliers for the period covering financial year
2017t2018.

(iii) Records reviewed indicated that out of the six (6) bids only two (2) were responsive
at Kshs.23,866,849 and Kshs.18,998,190 respectively. However, Management
negotiated with the second lowest bidder and awarded the contract at a cost of
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Kshs.23,866,849. Management did not provide justification for awarding the
second lowest bidder. The Supplier declined the award on grounds that the price
was VAT exclusive hence unable to accept the offer. Management eventually
directly sourced a different firm, changed the scope of the contract and issued a
Local Purchase Order (LPO) dated 26 August, 2021 al a sum of Kshs.6,522,780.
However, no justification was given for the use of direct procurement method.

ln the circumstances, Management was in breach of the law

22.2 lrregular Engagement of Consultants

As disclosed in Appendix lll to the financial statements, the statement of comprehensive
income reflects administrative expenses of Kshs.298,807 ,287 out of which an amount of
Kshs.3,743,076 was paid in respect of legal and professional fees. lncluded in legal and
professional fees are consultancy fees of Kshs. 1 ,1 99,1 25 payable to two consultants
attached to production section. Records provided indicted that the two were engaged
since June, 2021 with differing renewal periods. However, initial staff requisition forms by
the Human Resource Manager were not provided for audit review. ln addition, no tender
documents and contracts were provided to confirm the method used to procure these
consultants. Further, these consultants were not in the Company's list of consultants and
it is not clear why Management opted to engage the consultants without due process.

ln the circumstances, the propriety of the expenditure totalling Kshs. 1 ,1 99,125 in respect
of consultancy fee for the year ended as at 30 June, 2022 could not be confirmed.

22.3 Direct Procurement of Factory Supplies

During the year under review, the Management accrued expenses totalling
Kshs.42,190,962 in respect of supply of boiler parts and sugar packaging wrappers using
direct procurement method. According to the Management, the use of the direct
procurement method was aimed at mitigating against stock outs of critical items needed
by the Company. However, the goods and services were procured through direct
procurement even though no evidence was provided that the conditions for use of the
method as provided for under Section 103(2) of the Public Procurement and Asset
Disposal Act, 2015 had been met.

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

22.4 Procurement above Quotation Threshold

During the year under review, Management engaged firms to supply and deliver
for packaging materials and factory equipment worth Kshs.76 ,187 ,602. However,
Management used Request for Quotation method instead of open tender to procure a
machine whose cost was 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.
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ln the circumstances, Management was in breach of the law

23. Human Resource Management

23.1 Staff Serving in Acting Capacity

Review of the payroll and human resources records revealed that one hundred and four
(104) officers were serving in acting positions for more than six (6) months and drawing
acting allowances. The Management aftributed the failure to appoint the employees in
substantive positions to the inskuctions issued by the Ministry of Agriculture, Livestock,
Fisheries and Co-operatives through circular Ref: MOEALF&C/CS/ADM/30 dated
07 July, 2020,lo the sugar millers that they should not hire any new employees or effect
any new promotions or offer additional benefits other than what existing 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 days but
not exceeding a period of six months. Further, twenty-seven (27) permanent and casual
employees were paid acting allowance in excess of the stipulated 20o/o of their basic
salary contrary to Section C.14(1) of the HRM Policy Manual, 2016.

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

23.2 Payment of Special Duty and Responsibility Allowance

Review of payroll records revealed that officers were paid both special duty allowance
and responsibility allowance of Kshs.1,867,176 and Kshs.990,000 respectively in the year
ended 30 June,2022. However, the special duty allowance was paid for more than six
(6) months contrary to Section C.1 5(4) of the Public Service Commission Human
Resource Policies and Procedures Manual, 2016, which states that the payment of
special duty allowance will not be payable to an officer for more than six (6) months.
Further, the payment of the responsibility allowance was contrary to the Salaries and
Remuneration Commission (SRC) circular on review of allowances in the Public Service
Ref. No. SRC/ADM/CIR/1/13 Vol. lll (126) dated 10 December, 2014.

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

24. Lack of a 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.
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25. Lack of a Strategic Plan

The Company did not have a strategic plan as it had expired in June, 2017. Review of
the expired plan indicated that the Company did not meet the set objectives including the
expansion offactory crushing capacity from 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 is contrary to Section 68(2Xg) of the Public Finance Management
Act,2012.

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

26. Unsupported Debentures

The Company was placed under joint receivership in March, 2001 by the then Kenya
Sugar Board (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. The NBK has since
been paid off making the former Kenya Sugar Board (now AFA) the sole debenture holder
valued at Kshs.2,272,7 23,286. 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.2,584,819,282 resulting to a variance of Kshs.312,095,996 which had
not been explained. Further, the unsecured debentures were issued based on 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 since the Company is not a going
concern.

27. Lack of Standard Costing

The statement of comprehensive income reflects cost of sales amount of
Kshs.2,098,326,827 which, as disclosed in Appendix ll to the financial statements,
includes an amount of Kshs.1,201 ,070,380 being the cost of cane supplied. lncluded in
the cost of sales were factory and agricultural costs of Kshs.642,809,478 and
Kshs.87,985,391 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
approved policy on cost apportionment of its main product, sugar were not provided
for audit review. Therefore, 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
confirmed.

(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 department were being apportioned to
administration costs contrary to IAS 2 which states that costs of conversion of

Report of the Auditor-Generql on Muhoroni Sugor Compary Limited (ln Receivership) lor the year ended
30 June. 2022

t4



inventories include costs directly related to the units of production, such as direct
labour.

(iii) The Management reported total cost of Kshs.1,346,079,263 of cane supplied.
However, supporting schedules reviewed revealed that cane milled was valued
Kshs.1 ,201 ,070,385 resulting to an unexplained cane loss valued at
Kshs.145,008,878.

(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)
recnmmended conversion ratio of 1 :'10.

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

28. Valuation of Assets

The stalement of financial position reflects property, plant and equipment value of
Kshs.3,742,431,601 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 report and valuation
assets of Muhoroni Sugar Company was not adopted and approved by Management and
those in-charge of governance. Additionally, the adjustments of the assets were not
supported by authorized and/or authenticated journal entries.

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

29. Management of lnventories

The statement of financial position and Note 12 to the financial statements reflects
inventories net balance of Kshs.180,013,515. 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.180,013,515 is net of a provision of
Kshs.10,602,098 which the Management indicated as obsolete inventories. However, no
annual asset disposal plan was provided for audit review.

ln the circumstances, the basis of valuing the inventory totalling Kshs.180,013,515 could
not be confirmed.
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30. Contingent Liabilities

As disclosed in Note 2 to the financial statements, the Joint Receiver Managers evaluate
the status of these exposures to contingent liabilities on a regular basis to assess the
probability of the Company incurring related liabilities. The status report on litigation
matters indicated that cases in court or arbitration were likely to be made against the
Company. However, there was no evidence to show that provisions had been made in
the financial statements of the Company. Further, the pending cases have not been
disclosed in the financial statements as contingent liabilities contrary to IAS 37.14 which
states that a provision shall be recognized when an entity has a present obligation (legal
or constructive) as a result of a past event.

ln the circumstances, provision for contingent liabilities could not be confirmed.

31. Non-lnclusion 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 Sector Accounting 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) of the Constitution. 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.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conctusion

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.
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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 to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 ol 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
report that includes my opinion in accordance with the provisions of Section 48 of the
Public Audit Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. 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
resour@s 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 controls, 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

Report of the Auditor-Ceneral on Muhoroni Sugar Company Limiled (ln Receivership) for the year ended
30 June, 2022

t7



of Section 7(1)(a) of the Public Audit Act, 2015 and submit the audit report in compliance
with Article 229(7) of the Constitution. 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 Company 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.

FCPA CBS
AUDITOR-GENERAL

Nairobi

19 August, 2024
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MIJHORONI CoMPANY LTMITED (IN RECEMRSHIP)
STATEMENT COMPREHENSIVB INCOIVIE

.FOR TI{E ENDED 30 JUNE 2022

REVENI,JE( D

Fair valuc gaio/ ) on growing producc

Notr

l1

2022
KSh

2021
KSh
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. 
MUHORONI SUGAR COMPANY LIMITED (IN RECEIVERSHIP)
STATEMENT OF FINANCIAL POSITION

1 , .AS AT 30 JI.JNE 2022

Note
ASSETS

2022
KSh

2021
KSh

NON - CI.JRRENT ASSETS
Property, plant and cquipment
Investments

CURRENT ASSETS
Growrng produce
lnventories
Trade and othcr reccivables
Deferred farmcrs lolns and debts
Cash and bank balances

TOTAL ASSETS

EQUITY AND LI,ABILITIES

CAPMAL AND RBSERVES
Share capital
Revaluation Reserve
Accrunulated loss

Shareholders' deficit

NON . CURRENT LIABILITIES
Borrowings

CURRENT LIABILITIES
Bank overdraft
Borrowings
Trade and other payables
Due to related parties

TOTAL EQI.JITY AND LIABILITIES

9 1,742,431,601 3.814.l8l,568

3,7 42,431 ,@l 3,814,181,568

l0

n
t2
l3
t4

l6
l7
l8

200,667, r r 8
180,013,515
482,5m,834

166,363,514
234,225,518
501,166,1 l8

6,509,2t9 6,345,705

869 780 6a7 908,100,855

4,61 2,2t2,244 4,722,242,423

l5

l6

55,7 4t ,920
3,850,420,831

(28,7 t3,92?,37 5\
(24,807,759,6241

55,74t,920
3,850,420,831

2A I l9 70 989

24 13,208,238

9,689,3t3,37 5
19,532,812,792

197 845 745

29,419,97 | ,912

4,6t2,2t2,288

9,689,313,375
19,064,254,336

181,922,949

28,935,490,661

4,727,282,423

The;fmancigl statements on page 4 to 23 were approved by the Joint Receivers Managers on

lifl tl Jlr<tz 2024 and were signed by:
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MUHORONI SUGAR COMPANY LIMITED (IN RECEIVERSHIP)
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2022

Note Share capital

KSh

2021
At t July 2021
Loss for the year

At 30 June 2021

26

2022
At I July 2021
lnss for the year

At3O hne 2022

55,741,920 3,850,420,831 (27,726,136,600) (23,819,973,849)
93 389 393 389

Revaluation
Resewe

Accumulated loss Total

KSh KSh

3

55,741,y20 3,850,420,831 (28,119,3 70-989) tw!)
55,741,vzo 3,850,420,83t (28,119,370,989) (24,713,208,238\

(594,55 r,386)594 551 86

-w
3,850,420,83t J4L92W)W)
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MUHORONI SUGAR COMPANY LIMITED (IN RECEIYERSHIP)
CASH FLOW STATEMENT
FOR TIIE YEAR ENDED 30 JUNE 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Net cash generatod from operating activities

CASH FLOWS FROM I}WESTING ACTryITIES

Purchase ofpropcrty, plant and equipment

Net cash uscd in investing activities

CASH FLOWS FROM FINANCING ACTTVTTIES

Borrowings
Borrowings repaid

Net cash fiom financing activities

INCREASE IN CASH AND CASH EQUTVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR

CASH AND CASH EQUTVALENTS AT END OF THE YEAR

Note

19 5.414.149 7,982,235

9 (s.250.635) (9,474,U8)
(5,250,635) (9,474,648',)

2022
KSh

2021
KSh

l6
l6

l9

163,514

6,345,705

(t,492,4t3)

7,838,r l8

6,509,219 6,345,705
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MUHORONI SUGAR COMPANY LIMITED (IN RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 ruNE 2022

ACCOUNTTNG POLICIES

Strtemcnt of complirncc

The financial statements are prepared in ac.ordance with lntemational Financis.l Reporting Standards.

Adoption of ncw rnd mviscd lntcrnrtiond Finercirl Rcporting Strndrrds

The company did not eady-adopt new or amended standards or interpretations in 2022.

Besi3 of prcpmtion

The financial statements are prepared on the historical cost basis ofaccounting as modified lo include the revaluation of
cenain assets.

Revenue rccognition

Sales of sugar and molasses are recognised upon delivery or collection ofthe produas by c.ustomers and are stated net

oftaxes, levies and discounts.

Government grant income is recognised whe-n there is reasonable assurance that the company will comply with any

conditions attached to the grant and the grant will be rec€ived.

All other income earned by the company is recognised on the accrual basrs

Trrrtion

Cunent taxation is provided on the basis of the results for the year as shown in the financial statements, adjusted in
accordance with the tax legislation.

Deferred income tax is provided. using the liability method. for all lemporary differences arising between the tax bases

ofassets and tiabilities and their carrying values for financial reporting purposes. Currently enacted tax rates are usd to
determine deferred incrrme tax

A deferred tax asset is recognised to the extenl that it is probable that future tsxsble profits will be available against

which th€ unused tax credits can be utilis€d.

Propcrty. pLtrt rnd cquipment

Property. plant and equipment are stated at cost less accumulated depreciation and any impairment losses. Depreciation
is calculated on the straight-line method to write off the cost of the assets to their estimated residual values over their
estimated useful lives. The annual rates in use are:

Freehold land
Roads and drainage (developments on land)
Buildings
Factory, plant and machinery
Motor vehicles
Traclors and trailers
Agricultural equipmert
Office machines, furniture, fittings and equipment
Computer and household equipment

Nil
2.Wo
2.0@/o

5.00%
25.Oe/o
20.$e/o
20.o@/o
't.sv/o

33%o/o
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MUHORONI SUGAR COMPANY LIMITED (IN RECEIVERS}flP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
iOR THE YEAR ENDED 30 JUNE 2022

I ACCOLINTING POLICIES(Continued)

InvcntoriGs

llrushed sugar and molasses lnventones 8re stated at the lower ot cost and net realrsable value. eost compnses

expeaditure directly inc.uned in the manufacturing process and an allocation of normal production overheads

attributable to the process. Net reslisable value represents lhe estimated selling price less all estimated costs of
completion and cosls to be incurred in marketin& setling and distribution. Sugar in process is c.nverted to units of
finished sugar at the estimated cane conversion rate for the year.

Sugarcane in yard is stated at cost

Spares, fertilizrs, chemicals and other consumable stores are stated at cost. Cost is calo.rlated on the weighted average

basis and includes the direct purchase cost, insurance, freight and other incidental costs.

Growing produce

Growing produce ass€ts (cane plantations) are staled al fair values less estimated point-of-sale costs.

The fair value of growing cane is determined based on the present value of expected net cash flows. The fair value of
harvested cane is determined based on the prices of cane existing in the market less point-of-sale costs.

Immature growing cane is valued at cost.

Financiel instrumcnt3

rrnancral ass€ts ano nnanctar lraDIltues are recogrus€{t rn me compSny s $alement oI Inancral posruon wnen lne

company becomes a party to the contractual provisions ofthe instrument. The company has the following key financial
instruments:

Tiade atd t her re&ivqhles
Trade and otber rec€ivables are carried at their anticipated realisable value. An estimate is made for doubtful receivables

based on a review of all outstanding amounts at the year end. Impairment losses are recognised in the income statement

after all efforts ofrecoverv have been exhausted.

'ferm depostls
Term deposils are stated at amortised cost

l'rade lruyable:;
Trade payables are stated 8t their nominal value

Inveslmenls

Unquoted investmenls are stated at cost less provision for impairmenl where, in the opinion of the Joint Receivers

Managers, there is a permane diminution in value. Such diminution is charged to the income statement in the year in

which it is identified.

Ronowtttgs
lnterest bearing loans are recorded at lhe proceeds received, net of direct costs. Finance charges, including premiums

payable on settlemenl or redemption, are accounted for on the accrual basis and are added to the carrying amount oflhe
instrument lo lhe extent that they are not settled in the oeriod in which thev arise.

I



MUHOROM SUGAR COMPANY LIMITED ON RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED ]O JUNE 2022

I ACCOUNTING POLICIES (Continued)

Finencid initrumcnas (continucd)

l)e/erred farmers krus <txl debts

Defened farmers' loans and debts relate to advances and loans to cane growers for cane development and are carried at

the anticipated realisable value. lmpairment losses are recognised in the income statement whenever the carrying amount

ofthe loans exceeds the recoverable amount.

lmprirment

At each statement of financial position date, the company reviews the carrying amounts of its assets to determine

whether there is any indication that those assets have suffered an impairment loss. lf any srch indication exists, the

asset's recoverable amounl is estimated and an impairmenl loss is recognised in the income statement whenever the

carrvinq amorrnt ofthe ass€l exce.e.ds its aecaverahle amollnt

Cash and crsh equivrlents

For the purpos€ of the cssh flow statement. cash equivalents include shon term liquid investments which are readily

convertible to known amounts of cash and which were within three months to maturity when acquired; less advances

from banks reoavable wilhin three months from the date ofthe advance.

Employcc cntitlGmcnts

I)rovision y'r saff leave pay
Employee entitlements to annual leave are recognised when they accru€ to employees. A provision is made for the

estimated monetarv liability for annual leave as a result of services rendered by employees as at the balance sheet dale.

Retircmcnt bcncfi ts obliSrlions

The company contribules to the statutory National Social Security Fund (NSSF). This is a defined contribution scheme

for which the companys obligation is limited to a specified contribution per employee p€r month. Currently, the

conlribution is limited to a maximum of KSh 200 per employee per month. The company's contributions are charged to
the inar)ine stetement in the verr to which thev relate

Comparetives

Where necessaqr, comparative figures have been adjusted to conform with changes in presentation in the current year

10



MUHORONI SUGAR COMPATIY LIMITED (lN RECEMRSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 ruNE 2022

2 CRITICAL JUDGEMENTS TN APPLYING THE ENTITY'S ACCOLTNTING POLICIES

ln the application ofthe company's ac.ounting policies, which are described in note l, the Joint Rec€iver Managers are

required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not

readily apparent from other sources. The estimates and associated assumptions are based on historical experience and

other factors thst are considered to be relevant. Actual results may differ liom these estimates.

The estimales and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimales are

recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the
revision and future periods ifthe revision affects both currenl and future periods.

The key areas ofjudgment and key sources of estimation uncenainty in applying the company's accounting policies are

dealr with below.

(irowmg prahrce
In determining the l'air value of growing produce, management uses estimates based on hisorical data relating to felds
and prices of sugar. The methodology and assumptions used for estimating bolh the amount and timing of future cash

flows are reviewed regularly to reduce potential differences between estimates and sctual experience. The significant

assumptions used are set out in note 12.

lmlnirmenl bsff.ti
This involves determination of whether assets are impaired and requires an estimation ofthe value ofthe assets.

Property, planl arul eqtipmenl
Criticsl estimates are made by the Joint Receiver Managers in determining the useful lives for property, plant and

equipment.

('onri gent liabilities
The company is exposed to various contingent liabilities in the normal course of business. The Joint Receiver Managers

evaluate the strtus of these exposures on a regular basis to assess the probability of the company incurring related

liabilities. Howcver, provisions are only made in the financial ststements where, based on the Joint Receiver Managers"

evaluation, a present obligation has been established.

] GOING CONCERN

At 30 June 2020. the Company had a shareholders' deficit ofKSh 28,807,759,625 (2021 - KSh 24,213,308,239). The

financial statements have, however, been prepared on the going concem basis. This basis may not be appropriate
considering that the company is under receivership The validity ofthis as$mption depends on the success ofthe various

strategic measures the Joint Receiver Managers and the govemment have put in plsce to retum the company to
profitability as well as the company continuing to receive adequate financial support from the debenture holders and

other providers of finance to enable it to pay its liabililies as they fa.ll due for the foreseeable future Should the company

be unable to continue tradir& adjustments will be required to restate the assets to their realisable values, to reclassiry non

currenl assets and long term liabilities to current liabilities and to provide for any further losses and liabilities that may

arise.

As stated in thc report of the Joint Receiver Managers, the govemmenl has, from May 2009. instituted the process of
privatization. The Joint Receiver Managers are, therefore, confident that this will retum the company to profitability and

consequently, the financial statements have been prepared on a going concem basis.
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MIJHOROM SUGAR COMPA}.IY LIMTED (IN RECETVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continu€d)
FOR THE YEAR ENDED 30 JTJNE 2022

2022
KSh

4 GRANT INCOME

Covemmat of Kanya non-reimbunable grant income 16r.,46t,5n

The gant repres€nts dtect psymarts by Crovcmment of Kerrya !o 0re compsnys cane and othcr suppliers.

5 NET FINANCE COSTS

hterest acarued m bonowinSs 6t.481.282

6 I.OSS BEFORE TAXATION

2021
KSh

L6s bsfore t&\ation is arrived at & durglng
Stdoogts (Dore A
D€preciatian ofprop€rty, plant ed €qurprn€nr

Joint rec€iver rnaugers fees and expemcs
Auditors' remuneration - curr€nt year

7 STAFF COST

Salaries and wages

Otrsr stafiocb
NSSF canrributiqs
Medical orpeoses

473,625,343
77,W,@2

4,039,6 t 0
7,0t3,600

46r.,t22,253
l,9l l,l l9
t,292,t00
4,294,t70

473,818,357
76,763,062
3,71I,000
3,79t,700

44t,035,731
26,108,976

t,927,800
4,745,U3

473-818-357473.625.343

The awrage number of enplryees for the csrparry during the year was 821 (2021: t2l )

8 TAXATION

Tax charge

No tax liability h8s arisen due to lmses made b the company.

Defened tax

No defened tax has been rocognised drr to eccumulsred to( losses (Note I l).

t2
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Tlte utrqud.d cquity illvtul ,€l!l!s to .n iovcsllMt of 29,159 sbarcg ia Kcoya C-tr'aio Golcrs Co-opcrativc Union
Limit€d (mB Klrya PEE! Assidlto) d KSt 20 pcr !h!re.

II GROWING PRODUCE

M1JHORONI SUGAR COMPANY LMITED (IN RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Coatinu€d)
FOR T1IE YEAR ENDED 30 

'TJNE 
2022

IO INVESTMENT

Unquolcd cquity invlsEll d cct
tcss proviaim fr i4eirlEt

Standiry car crq:
At thc bcgiming of tt F r
Additicu fur fir yo{ rt c6t

12 I}IVENTORIES

Ph ald !u.hrlta., !p.r!s
Di6€l stek
PcEol rt@k

Sugr ad molarrcs
C@c in yad

Ircss: Provisiq fq obgolcte iavcotorics

2022
xsh

2At
KSh

583,180
(583,180)

583.1E0
(583,180)

166.363.514
44,427,67I

73.691.045
8,4E1,206

214,791. t t5
(14,t24,067) 17 855 029

7022
KSh

2021
xsh

82,t72,250
Dcqlar. duc to hlrtrstinS

200,657,1tE t20,m7,x79

(lasygir ir frir vdrE dtibuul to prics cruingr

0-ossyglitr in hir vaIE rtEibrdcd to physical chegE
Fair valr (cs/glh duritr8 th. ,r!r
Carryiq urcult at eod oftha y.rt

(3.881,889)
50,218.123

46)36.214

2N.67.ltA 166,363.514

Na oo38ygritl otr grorring Drodr4 as&ts
Stroding w crop 46,336,234

Sigtrificsrt &aqlr$ioor oadc ir &tcddning thc Air vsftE ofrilDdirg c.E crEp !E:
r) Tt vrhdir b bold o c.E pric. dKSt 3,ru G022 - f$h 3,800 ) pcr io.
b) CEra of 6 mqlh3 lrd bclow is lsruoad b bc imlDrE .d bas rc d€taniorblc orrtct rulrrc. lomatrrc ccoe is

stltod !t c6f MrOn! @ hB bcro s6!od d hir vdrr h&r poi ofltb coat!.

Nuclsus Estat€ growilg c€[c is mt ilrulEd lgaillt firc. No proviliotr bas bc€tr rua& h tic lir8Eisl strt@t6 for
po.riblc l@ i! ltc qEt of ltry hn @ rhit card bc lalvlScil-

t,l6,E0l .965
975.&5

(136.253'

lt.664.291
r,ffi944

203.481.338
(2,5t6,537)

(762.29)

43,015,170
1,6(B,9,t4

190,515.613
( l 0,602,098)

241,427,616
(t0.602.098

It0_013-515 )1!.225.5t4

14



MUHOROM SUGAR COMPAT.IY LIMITED (IN RECETVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)

FOR TIIE YEAR ENDED 30 JLINE 2022

I3 TRADE AND OTHER RECEIVABLES

Trade receivables

Other receivables

Deposis and prepaymens
Staff receivables

Principal

borrowings
KSh

l,oens issucd by lhe Govcrnmcot of Kcnye:
a) Ministry of Finance-Treasury loans

b) Ministry of Agriculture

2022
KSh

202t
KSh

67,152,499
605,120,644

I,839,713
(37,22O,7t4)

lnterest accrued Total borrowings
KSh KSh

| ,5 t9,627 ,527
60,858,774

3,962,225,939
t05 2@,'l'14

t23,59t,769
490,600,822

2,583.713
38,891,l2l

637.092.141 655,661,425

Less: provision for doubdJ debs ( 154.501.3 07) (154,50r.307)

482.590.834 501.166.1 l8

14 DEFFERED FARMERS LOANS AND DEBTS

Total loans and dabts receivable

Less provision for doubtful debs
872.344.647 872.344,641

(872,344,647) (872,3 44,64'l\

The defened loars and debs comprise advanc€s and loans to cane growers for cane developmant and are to be recovered

from cane proceeds.
2022 2021

15 SHARECAPMAL KSh KSh

Authorised, issued and fully paid:

2,787,096 ordmry shares of KSh 20 esch

16 BORROWINGS

55,74t,920 55,'141,920

2,442,598,4t2
u,342,000

Tota.l bonowrngs
KSh

3,962,225,939
t05 ,200 ,1'14

2,486,940,4t2 1,580,486,301 4,067,426,7t3 4 067,426,7 t3

Govcrumcnl of Kcnyr gurntrtced lorr3 :
c) World Bank
d) Stork Sugar dNetherlands loans

e) Paris Club Rcchedu.led anears 381,623 o29 838

904,185,261 1,251,502,880 2,155,688,14 t 2, r 55,688, t4l

1 ,391 ,125 ,673 2 831 989 l8l 6.223 ,t t4,854 6.223 ,t t 4,8s4

2.584,8t9,282 881,379 239 I ,466,t98,52t 466 t98,521

15 t.049,893
302,528J@
450,607,059

288,788,5t4
575,O91,337

439,838,407
877,619,646

0 089

439,818,407
477,619,646
838.230,089

Totd Govemme of Kcnya loens

Loens from Kcnye Sugrr Borrd
0 Various

Totd bontwings

Adjustment to loans to balance witr toan stalements

Due for settlement within I year

5 ,97 5,944,955 3,713,368,420 689.313 3?5 9,689,313,3759

Due for settlem€nt aner I ye3r

15

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



MUHORONI SUGAR COMPANY LIMITED ON RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 ruNE 2022

16 BORROWINGS (Continued. . . )

a) Ministry of Finance-Treasury loans totalling KSh 2,2142,598,412 are not s€cured and were sdvanced to the
Company at various dates as follows:

. Factory expansion loans of KSh 19,100,235 were disbursed in l97l at 670 interest rate p.a. The loans were to be
repaid over a period of30 semi-annual instalments with the first instalment falling due on I July 1975.

o Cane development loan ofKSh 5,000,000 was disbursed in 1993 at l2yo p.a. interest rate, repayable in 20 equal
semi-annual instalments commencing 3l December 1992.

. Famers loan amounting to KSh 35,800,000 had no specified terms and conditions. However, it was agreed that
the losn be sdopted 8t l27o interest rare p.a. and be fully repaid by 3l Msrch 2005.

o National Bank of Kenya loan amounting to KSh 2,382,698,I 77 relates to various overdrafis facilities advanced
to the comp&ny over the years to meet working capital requirements paid offby the govemment in 1999 and 2007.
The total amount is overdue.

b) Ministry of Agriculture loans totalling KSh .14.342,000 are not secured and were advanc€d at various dates and
were to be used for cane development and factory rehabilitation as follows:
. Cane development loan of KSh | 0,000,000 was advanced in 1977 to be repaid in 20 equal semi-annual
instalments at 10.5olo interest rate D.a. The first instalment was fallinc due on June 19E3.
. Factory rehabilitation and modemisalion loan ofKSh 28,742,000 was advanced in 1988, and was to be repaid in
l0 equal annual instalments, with the first instalment falling due on June 1991. The loan was at I tYo interest p.a.
o The other csne development loan ofKSh 5,60O,00O was advanced in l99l at I lolo interest rate p.a., repayable in
20 eoual semi-annual instalments. The first instalment was due in January 1991.

c) The World Bank loan was for sugar rehabititation under the supervision of the Government of Kenya. The loan
was advanced in 1984 at 10.51% and was repayable in 30 equal semi-annual instalments of KSh 5,034,996.43
commencing 15 July 1984 and was to be completed in July 1999. The loan was guaranteed by the Government of
Kenva

d) The Stork Sugar ofNetherlands loan was for factory renovation and modemisation. The loaa was US$ l9,2OO,O0O

designated as KSh 302,528,310. lt w8s advanc€d to the company in 1975 to be repaid at 10.5% interest rate, over
a oeriod ofeicht ve8rs. The loan was cuarante€d bv the Govemmenl of Kelwa

e) Paris Club Rerheduled Arrears ofUS$ 5,839.910 arose out of rescheduling of the various loan arrears in 1993 at

the Paris Club. The loan was designated in US$ and has beer revalued to KSh 450,607,060. The loan is subjecr to
interest at 7o/o p.a. and is repayable in 14 equal semi-annusl instalments of US$ 417,136 ftom l5 June 1994 to l5
I)ecemher 2(X)0 The loan was almranieed hv the Govemment ofKenva

0 The loans from Kenya Sugar Board (KSB) under the Sugar Development Fund (SDF) related to payments made

by the Board in resp€ct of cane development, purchase of agrianltural equipment, factory rehabilitation and the
payment of farmers' arrears. The loans were disbursed between the periods 1992 and 2017 The loans are secured
hv floatinq charqes over all comnanv asseJs and the interest rates ranqe fiom 1o/" to 60/" ner ennrm

MOVEMENT IN BORROWINGS
2022
KSh

2021
KSh

At beginning ofthe yeat
Accrued inter$t
Exchange differences

Loans advanced
Loans repaid

At end ofthe year

9,6E9,3 13,375 9.627.826.093
61,4E7,282

9 689.3t3.375 9.689.313.375

16
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MUHORONI SUGAR COMPANY LIMITED ON RECEI\'ERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED ]O JT]NE 2022

17 TRADE AND OTHER PAYABLES

Trade payables

Taxes, penalties and fines
Other payables and accruals
Statutory payaHes

Gratuity provision
Leave pay provision

2022
KSh

202t
KSh

t,t'14.728,488
t6,235,U7 ,67 t

586.904.952
937,6E5.455

363,O29,'t93
35 416 434

1.083.453.t07
t 6,005,053,814

626.08'.1,751

95t.2t3.437
363.029.793

35,4t6,434

t 9.064.254.336t9.532.at2.793

I8 TRANSACTIONS w]TH RELATED PARTIES

Parties are conridered lo be related if one party has the ability to control the other party or exercise significant
influence over the other pany in making financial or operation l decisions. During the year, th€ following transactions
were entered into with related parties:

2022 2021
r) Purchr3e3 ftom rchlcd prrtica KSh KSh

Kenya Sugar Board
Interest on loan - 61,48'1.282

Kenya Sugar Board holds a cha-rge over the assets of Muhoroni Sugar Company Ltd and has placed the company
under statutory management.

Miwani Sugu Compsny ( 1g8g)Limited (in Receivership)
Purchase of milling can" _W- 23.471,276

Miwani Sugar Company ( 1989)Limited (in Receivership) is related to Muhoroni Sugar Company Limited by way
ofcommon ownership and statutory management.

b) Sdc! to ralrtcd prrtic3
Agro Chernical and Food Comparry Limited
Molasses 3,t03,684 t03.684
Agro Chemical and Food Company Limited is related to Muhoroni Sugar Company Limited by way ofcommon
ownership.

3

c) Amounts duc to rchtcd ptrtics
Miwani Sugar Company (1989)Limited (in Receivership) 197,U5,745

Chemelil Sugar Company Limited is related to Muhoroni Sugar Company Limited
by way ofcommon ownership.

d) Compcnsrtion of kcy mrnegemcnt pcrsonncl
The remuneration of the Joint Receiver Managers and other members of
key managernent during the year was as follows:

Joint receiver managers remuneration
Fees and other emoluments 4-039-610

Other members ofkey management

Salaries and other benefits I6-50r.429

tat,922,949

3.71l-000

16.501.429

t7



MUHORONI SUGAR COMPANY LTMITED (tN RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 ITJNE 2022

19 NOTES TO THE CASH FLOW STATEMENT

a) Reconciliation ofloss befiore taxation
to cash generated from operations
Loss before taxation
Prior year item - depreciation
Depreciation
Finance costs on long term loans (note 4)

Loss before working capital changes

Working capital changes:

Decrease in inventories
(lncrease)/decrease in trade and other receivables

Decrease in growing produce

Increase in deferred farmers loans and debts
(Decrease)/increase in trade and olher payables

Movement in related party balances

Cash generated from operalions

b) Analysis ofcash and cash equivalents
Cash and bank balances

The overdrafi is a book ba.lance.

2022
KSh

2021
KSh

(594.551,386)

77.000.602

(393,234,3e0)
76,l 19,480
76.76J,062
6t,487,282

5t't 550 '184 0 78.864. 566)

54,2t2,OO3
18,575,2U

(34.301.604)

468.558.456
15.92?.796

(47 .649 .192\
( 159.253,285)

(92,672,469)

484.483.259
1,935.334

5.4t4.t4e 7.979.081

6,509,219 6 145 705

20 CAPITAL COMMITMENT

The comparry had no capital commitments as at 30 June 2020

2I CONTIGENTLIABILITIES

The company faces several court cases currently in caun, mainly from suppliers, employees, farmers and others

l. The claims fiom 102 supplien totalling to Kshs. 52,779,720.43 arrrently in coun
2. The claims from l6 employees totallint to Ksh s125,742, 159 currently in coun
3. The claims from l0 famers lotalling to Kshs 572,159 currently in coun
4. A land claim by Koguta Clan LR No 3977 and 3978 , currently in court

22 FINANCIAL RISK MANAGEMENT

The company's principal financial instruments comprise cash and cash equivalents, receivables and payables. These

instruments arise directly from its operations. The company does not enler into derivative transactions.

The company's activities expose it to a variay of financial risks, including credit rish liquidity risks, marka risks and

operational risks. The company's overall risk management programme focuses on the unpredictability of financial

markets and seeks to minimize potential advece effects on its financial performance. The ReceiverVManagers have

overall responsibility for the establishment and oversight of the company's risk management framework.

MARKET RISK

Ma*el risk is the risk that the fair value or future cash flows of finarrcial instruments will fluctuate due to changes in

market variables such as interest rates, foreign exchange rates and equity prices. The objective of market risk

management is to manage and control marka risk exposrre within acceptable levels, while optimizing on the retum on

the risk
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MUHORONI SUGAR COMPANY LIMITED (IN RECEIVERSHIP)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED ]O JUNE 2022

22 FTNANCIAL RISK MANAGEMENT (Continued.. . )

(i) Interest rate risk
lnterest rate nsk rs the nsk lhat the tuture prohtablhty and/or cash tlows ol hnancral rnstruments wll lluduate

because of changes in the market interest rates. The company's policy is to manage its interest costs by rellng
primarily on overdraft facilities with its bankers. All other borrowings for specific projects or inveslments are

negotiated on the basis of a fixed rate of interest. The comparry is therefore not significantly exposed to interest

rate risk.

The int€rest movemenl in the finarrcial asset is negligible and any serBitivity analysis on th€se instruments would

not be represenlarive ofthe inherert risks associated with the instrum€flts.

(ii) Foreign currency exchange risk
lorergn exchange nsk Snses trom future rnvestmert lransacboDs srld recogntzed assels 8nd llabrlltres. lie
company's policy is to rerord traruactions in foreign orrrencies at the rat€ in effect at the date ofthe transaction.

Monetary assets and liabilities denominated in foreign currencies 8re retranslated at the rate ofexchange in effect

at the reporting date. All gains or losses on changes in curency exchange rates 8re accounted lor in the

statemenl of profit or loss.

The company operates y/holly in Kenya and its assets and liabilities are reported in local currency. The company

had no significant foreign cunanry expos.rre as at 30 June 2022.

CREDIT RISK

Credit risk is the risk of financial loss to the company if a customer or counterpsrty to a financial instrument fails to
meet its contractual obligation.

Credit risk arises from trad€ and other recrivables, cash and cash equivalants held wilh banks and amounts duc fiom
related parties. Thc company allows crcdit facilities to clstomers wifi a high credit rating and also places funds with
recognised financid institutions with strong credit ratings. In addition most of the customers pay in advance and

therefore the c.mpany does not consider the credit risk exposrre to be significant.

LIQUIDITY RISK

Liquidity risk is the risk that the compary will encounter difficulty in meetiog obliSations from its financisl liabilities

Management have arranged for diversified funding sources, both short term and long term, lo meet the company's

obligations as and when they fall due.

OPERATIONAL RISK

Operational risk is the risk of direct or indirect loss arising fiom a wide variety of causes associated with the

company's processes, personnel, technology and inilasructure and from extemal factors other than credit, market

and liquidity risks g.rch as those arising from legal and regulalory requiremeats and ganerally ac&pted standards of
corporate behaviour Operational risks arise from all ofthe company's operations.

The company's objcctive is to manage operational risk so as to balance the avoidance of financial losses and damage

to the company's reputation with overall cost effectiveness and to avoid control procadures that restrict initiative and

creativity.
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23 CAPMAL RISK MANACEMENT

The primary ob.jective of the company's capital management is to ensure lhat lhe company complies with
capital requirements and mainlains healthy capital ratios in order to support is business and to maximise
shareholders' value.

The capital structure of the company consists of debt, which includes borrowings, cash and cash equivalens
and equity which comprises issued capital and retained eamings. The company has continued receiving
fundrng form the debenture holder, Kenya Sugar Board, for its capital requirements.

24 INCORPORATION AND ULTIMATE HOLDTNG ENTIry

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 wholly owned by the Govemment of The
Republic ofKenya. Agricultural Development Corporation is also incorpordted and domiciled in The Republic
ofKenva rrnder the Asricultrrral DeveloDment Comoration Act and the State Cornorations Act

25 CURRENCY

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

26 PRTOR YEAR ADruSTMENTS
lhe pflor year adjustments relates to accrued lnterest on loan balances owed lo or gu:uanteed by rhe

Govemment of Kenya which had been suspended in 2O09 followrng confirmation of the company's debt by
Treasury in December 2012. The National Treasury has however issued a confirmation as at 30 June 2020
indicating interest accrued to that date. lnterest for the period 2010 to 2019 has been recognised during the
year necessitating restatement of prior year financial statements. The effect of the restatement on those
financial statements is summarised below.

Effect on year ended

30 June 2019
KSh

Effect on opening balances for the year ended 30 June 2019
Increase in interest exp€nse
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

Adjustments for 2019

lncrease in interest expens€
Increase in exchange differences

335,888,674
7,289 960

343,178,633

Total effect on 2019

Total increase in borrowings

Total decrease in equity

3 ,505 ,692,542

t39 5r5 846
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MUHORONI SUGAR COMPANY LIMITED (IN RECETVERSHIP)

. DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2022

APPENDIX I

202t
KShAppcndix

2022
KSh

REVENUE

Sugar sales

Molasscs sales
Bagasse sales

Total sales

COST OF SALES

Cane purchascs

Factory costs
Ag cultural costs
lnventoD/ movement

cRoss ross

Other operating income

Grant income

Admrnistrative expenrs

Financ€ costs

I ,554,685 ,4t2
48,443,093

1.093

t,806,22t,821
75,ffi,217

I,583

1,603,t29,598 I,881,889,621

II
II
II

( 1,201,070,380)
(80e,271,05s)

(87,985,39r )

(r,337,039,96r )
o90,607,122)
(77,678,216)

(2,O98,326,827) 005 25) 99

II

III

(49s,197,229\

32,991,s53

166,46t,577

(298,80?,287'

(123,435,678)

62,158,660

(316,806,325)

6l 447 a2

LOSS BEFORE TAXATION -J21Ii.!.eg9 _W)
Reconciliation ofresults based on actual cost ofbiological assets and agricultural produce was necesssry so as to
result at fat valuation ofbiological assets and agricultrnal produce:

2022 202t
KSh KSh

LOSS BEFORE TAXATTON AS ABOVE (594,551,386) (439,s7o,62s1

Fair value adjustment 46,336,234

LOSS BEFORE TAXATION AS PER INCOME STATEMENT

-(ry:99 
Qe3,234.3e1\
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MUHORONI SUCAR COMPANY LIMITED (IN RECErvERSHIP)
DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 30 JI.JNE 2022

CANE PURCHASES

Registercd out growers cane
Nucleus estate cane

FACTORY COSTS

Staff costs
other factory costs
Depreciation offactory plant and buildings
Stocks imparernent
Plant spares and maintenance
Electncrty and water coss
Fuels and lubricans
Packaging matenals

AGRICULTURAL COSTS

Staff costs
Other agricultura.l coss
Depreciation of agricultural equipment

OTHER OPERATING INCOME

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

Milling cane
Sale of scrap metal
lnterest on outgrowers
Winch recoveries
Hire oftracton and lorries
lnterest income

2022
KSh

APPENDIX II

2021
KSh

1,159,517,987
41,552,393

I ,271 ,787 ,020
65 252 941

l-201-070-380 r 337 039 96t

?a2,726,137
32,916,186
56,435,U6

379,923,997
t7 ,217,716
t3,975,215
26,07 5,959

-s!2azlafl

274.U2;180
42,093,6t 6
56,214,967

t20,420,860
48,246,981
1t,376,122
34,?tt,795

590-607- l2t

70,415,929
7,O70,743

191,543

77 674 216

70,6a1,534
t7 ,o95,651

208 04

87.985391

2A,656,250 49,136,907

(68,000)
12.335.1 l6

564,O75
12,7 40

3,758,488
389,856
349,781

15,000

32 991 553

-6ar:8 
060
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MUHORONI SUGAR COMPANY LIMITED (IN RECEWERSHIP)
. DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2022

ADMIMSTRATTVE EXPENSES

Staffcosts
Other costs
Joint Recciycrs Managers fecs and expenses
Insurance
Interest and penalties on tax
Bad and doubtfirl debts

Depreciation
Security
Gratuity provision
Leave pay provisiou movement
Bank charges
Provision for interert srd penalties on overdue taxes
Pnor yearv adjusunent
Audrt costs
Telephone and faxeo
Legal and professioaal fees

INTEREST AND PENALTIES ON OVERDUE TAXES

Provision for interest and penalties on ovadue tax€s

I 5 t,,160,430
60,818,605
4,039,610

13,634,942
5,197,736

20,356,552
14,988,7t2
t6,7a5,991

5,000
t 86,1 l2

7,083,600
506,915

3,743,076

APPENDIX III

2021
KSh

t50,89t,277
25,544,651

3,7t I,000
106,703

20,356,552
15,503,263
16,628,579

t6,734
9t,213

76,t 16,427
3,791,7@

200,o27
3,808,198

2022
KSh

298-407.247 J)S&M3,,I

5 197 716
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