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1;1tR. 
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Il is rrr\ .leasrrre,,rrce lrgai,r l. rrport orr lhe per[otlrranr-'e r'[('h':rnelil strgar L-r:rrrtf il'l]'I illlited 'rlr tlte 1'eat

'-'n(le(l 
1(i Jrrrre ,-0(16 ns [rrllrtrvs:

I )r'er r ierr

(.,arre arxll1ll,ilit.r,nrarke(ll_v irilproverJ ns lhe ('orn1'arrl'slarlerl to berrefit fit'llr llte nta.ior catte lsvslotrttttent

flnrl rnloorr nrairrlcrrarrce elI|rt ls oI rlte 1,,"t'iu,,, utrr. lrt ntt'litirllt' llte sttgilr ntalket reilr lined sl0hle

l5r.r96r,rrl llre 1,ear. rlrarrlrs t. the (iovernnlent's etfi,rts irr cr,rrtrrrllirrg sttgar irnPotlali.tt IIo vever, tltcse

lrosilive rleveltr;rrrr,-rrls tlirl lrot lrflrrslale irrlo arr o,erall irrrprovetl perf<-rilttatrce irr llte year as th' clonrpart!"s

ilperatiltq ettvilt'ttttlettl 1p1113irrerl r;ttile cltnll''rgirre l"atiing ltt low acltielentertt otr lttt'rst r f tlte nrai.r

,frr^rrelers. 
.l,lre rrrerall resrrlrs tlecleaoe<l to a lois .f K"irq, 120.4 rrrillit'rt. ltt tt'yitrg to c( pe witlr lhe

clallerrges, t6e c^slrf1r.,,,sitrrnl iorr lernairrerl tiglrr llurruF.ltrrut tlre Year htrt paltltettls tc' {hrnte s $as g'irett

hip.h pri,,rirt' rltttl s'r rvas llte calrl tleveloplttent ploFrirrll'

Finnncial I(esulls

whire trre rurrlrri^r ircreasr.rl trv r4.r?t, froln Kshs. z,l hiilion 16, ['srrs.2,4 trilrion rrrainlv as a esrrlt oItlre

irrrpror.ed s,g,,r 1'ri,.".. ilr,,,.'v.eiall firrarrcial llerfonnarrce redrreetl irt llte vear ultder Ielierv''[ te ltet testrlt

\\,as fl l)rL. lirx l.ss r',I kslr. 120,4 lnilliot, ,l,rr*tt [tr',ltr a profit of F.slrs. -58'3 nrilliolr irr tlre pr )vi.tt5 1'q111'

l.his retluclirrlr is altrihuted nraiuly lo the ef lecls cI lhe recent severe ttt'orrgltt, rtta-ior [lreakd rwrts of ke1'

.nits ilr ttre facforv a.tl tlre irrcrease ilr prorlrrctir.rr cosls ns a resttlt trf tlte inireasett fuel price arrtl the said

lrreakrt,*.rrs. llrs,ite of tle alrove and t[re strainerl caslrl'l.w sitrratiotr. tlte L'onrl'atry paitl pror rp-tly.for the

cnlre delivelies artd c.tttiltuetl 1o illvsst itt cnttedet'elopltreltt arrd capilal iterrrs fi-rr [ttture sttstai'rability'

( )pernlions
.1.6e 

Corrrl,arry exlrerierrcetl cane slrortage irr lhe first rlttarlet of tlte year.'l'hctealler, catlr availahility

irrr,ro'etl lr1ll s11'1r11, rva" rrrarte rlilficuli ns a r.rt,lt of tli. lrreaktl.tvns ilr thc factorl" A total of 551'l6l

t.nnes .f cane rvas srrpplir:rl irr rtre year', Bn irrcrease of 5.7?ir oler tlrat of the pteviotls yea 'l strppl! of

5Zl,4t0 t.^rles.'lheNrrclerrs ll,state supplie.d 70,903 (78.q0'1 !o1lnes 
irr 2(J05) t'{'c'ane. refrese r!i1S l.]f' of

tlre totals.pply rvlrite tiie f,r,,,,*,r.u1'1,i;"a +grl,2st t.,nnes (879h) of catre atnotrnting to KShs "20 nrilliorr'

As a lesult trIl1e r:arre slrt.r(atle irr tlre Ilrst rlrrarler arril tlte effect oIthe nta.ior hreakdon'n in ''re-mills ond

llre porverlrr.rrrse turbirres. tlre facloly ol,eratet trelow capacit.i'alrcl rvitlt lorv sttgat tccovely in t re 1'ear' 
'Ihe

lrreakrlo*,lrs retlucetl l6e fnct.ry's capacit-y tr-r take in cane thirs loosing the opporttrttitv created by increased

t,arre nvailat,itity as llre rlesirerl perrrrarrerrt solrrlions neederl l,,ng leatt-tirtres to ilnplemerrt lrr a lditiorr to the

l,reakrl,rrvrrq, tlre (.'orrrpn,,1, r,.,^, alsr', hartt hir hy tlre effbcts ui tl'" recettt long period of se'ere dtotrgltt'

rvlriclr rra,ilr-sterl itself irr tenns oI p,,r.,, ,1,,niit] cane arisirrg fi'rtn accitlerrtal files antl larvesting of

relatir'" ly dr.y t',anr'^

As a corrserllre .ce rll'llre trreakrtorvns arr<l tlre dr<lughl, the (,'()rn[',rrry experienced krn' protluc iofl and lriglr

rt;rnil ctrsts, Srrgnl lrr<,tluc(iou al44.l,t5 lounes (2005 - 4-1.5.1(r torrrres) rvas orrlv | 4Yoltighe than that of

f lrL previorrs r nar 'lire 'II-'/ 15 tatio nt 12.49 rerrraittetl ttrtfavottable'

'J'frp crr*ar lrrrrket sitpati6rr rerrrailrerl favorrrahle nntl the cottl[)ao] reatize<I higlrer sugar pric's thnn itt the

previr.rus l-eirr. [)ernan<l l-rrr srrqar renrainerl lrigh and all lhe sugar produced in tlte year was sol I

2
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Ill1l'}( )ll I' ( )l; 'l llF ( 'tlAllf NlAN (Corrlintred)

I'()ll tll11 1'l',,'\ll l;l'lt)l1l).10 Jlrl'lU 2(X)6

Iirr(ttl'e Itt ospt'cls

I'lte (.',rrr1rarr.y lns stnr.letl t6 herre[it liorrr lhe rrrnior cnne rle-velt4rtrtelll alld.rat()otl tnailttelt&nr e ellilrts ttI

t6e plevio,q l\\,(r veills. Arlt,litit,rral l().40() lreetaies o[ [nrrd has lreett [rrc'ttgltl tttttler catte in tl e Chenrelil

carre r:ntclurrent atea irr llre two Yeats. 'lo ettsttre llttrrte strslnittatrilitv itt cnne sttlpl-Y' tlte t'trrettt calle

rle'el,1rlrre1t llro,:r,1p1rre is set tir colrtirnre irrt. tlte trexl llttatlcial vear attrl a ftrtther 5,000 ltectates is

ta rgetctl.

l1e sr.p-g1[,r llraslres q,lricS rr'e1e put in the far:totr'li.rlklrviltg llte tttajor bteakdorvns are $ rrkitrg well

0,,,i1,r,r.t,,iti,rrr l,a. lrorv slnfriliz,:d.'l'lre clesirerl pert,utttetrt srrlrlti.lts are still beittg persued atrt willbe put

irt place ilt the cr:ttrse of the l'ent' Itlealtrvhile' rvi(h tlte irttprt-'verl cntte availabilitl" supply will ittcrease itt

tlre next finarrcial vear.an<l t1e lactorl, is burleererl lu pr{r,luce 79.1)(t{) tottttes ttf suqat frottt 83/,000 tottttes

.f carre. I lis ler.el 9f prrtlucti.,rr. 
- 
c,x,ple,j rvith cirrrtirrrred cost savittgs artd tlte plantler eflicieittc)'

itttprovelttettts.rvill"""""ilt"reasetlp'ufit"t.,ilit'r'des;'ilsllterecettt250'6ittcreaseitlllteprice'lfcattealld
t6e exprecterl irrcrerrrerr{s irr prr.rdrrctir)n costs o. o,"rtilt oIlhe high ltrel c'trsts.'llte situatiotr is expectecl lo

glarluall.y cSnrrge lirr tle [rr:lier as the conrpatrl'conlitttres ttt ittcrease ils P1 Lrdllcliolt levels'

I;ocus rvill lre lrrairrtainerl ou achieving the ohjecrives of llte ctttrettl five--Year Slralegic Plarl (2 ]04/2005 lo

2()0g/2(t09).'l'he plarr, rvhich aitlrs to increase sugar prothtcrtiotr_to l'26,316 tottltes hv iltcreasint the lactory

crushirrg capacitl.fi.onr the pr.eserrt level of t-rs"ir-:tilo l'75'l(ltl t'-v lhe vear 2008, rvhile at tlt I sattte tirrte

i,ri1,rn"iug,i, efii.,ie,icy o,,.i toki,,g full acl'antage <rf the'i,creasetl qua.tity of the by-prodttcts to diversill'

arrd creale ,,gq, ,11rrluci 1i,,., f<,r iricreaserl prc,liiahility. rviJl lre revit'rvecl itt llte cottrse of llte tl' xt fittatlcial

y.enr r'itlr a gual of'last lrackirrg tlre Factor. Fxpansit,n artd (lonttttercial I)rlrr.er (-'0-(ietlelation )rtr.iects'

I't ivntistttion

As statetl prt:\'irtttsl\', tlte Llottrpatlv's privatisalirrtt ext'rcise is still ()tl c()tlrse attd tlte rva\ fotu'artl is

au'ailcd {t otn tlte (.iovet lttttettt.

A pprecintion
olr berlrall'o{'the lloal<l 0il)irectors. I lvish to e\press trr.v gratitude to all our catre farntets rvlt'' have stttr;tl

rvitll us tlurilrg thcse tli(fictrtt linres arrcl have nc,i, red,,ribie,l their effcrrts in cane farrning I rlso rvish.lo

llr.lrk orrr rrraterials strppliers, cane trarrspr)lters, cane clevelopnrent corltlact(rrs ancl llre sugar ctrsttrtners lbr

t6eir valuetl srr;rp1rl1 irr the last ()ne vear, Itirraily, I u'ould also like to take tlris opportunity to siltcerely

tlarrk t6e ulanagernelrt antl staff foi their hartl'ivork arrd continr.led cotttntitlnent to eltsure tlte srttooth

rrr,rriup, crItlre L'orrrlrarry.lespit" the serious challelrges of the last o,le year. As'uve ntove itlttl tlr: third cycle

'l'tlre 
perftrrl,rce.oiiilu.tii,t process, the Boartl i! 5t'Pefirl that u'e ihatt atl irnprove our perl :rtttance for

a lrelter fttturc'.

J K ltOI lLrtl
( lllAlRf\,1n r'{
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CIIEMELIL SUGAR COMPANY LIMITED
DIRECTORS'REPORT
FOR THE YEAR ENDED 30 JUNE 2006

The directors submit their report and the audited financial statements for the year arded 30 June 2006 which
show the state of the conpany's affairs.

PRINCIPAL ACTTVITY
' The principal activity of the company is growing of cane and marufacturing of sugar.

RESULTS
The resuhs for the year are set out onpage 8

DIVIDENDS
The directors do not recommend the payment of a dividend.

RESERVES
The rqserves of the conpany are set out on page 16, note 10.

DIRECTORS
the directors who served during the year and to the date of this re,port were:-

Mr. J. K. Rotich : Chairman, retired on 18 June 2006 and re-apJrsinlsd e, 19
July 20O6

: Managing Director, retired on 17 June 2006 and re-appointed
on 19 June2006

Prof. J.O. Nyabundi

Managin g l)irector, A griculhual
Development Corporation
Mr. S. F. Mbeo Orrganyo,IISC
Permauent Secretary, Ministry of
Agricultrue
Permaner r t Secretary, Treasury
Devekrpmcnt Bank of Kenya
Mr. J. P. Luusa
Mr. J. K, Maizs
Mr.I. N. Jarni
Kenya Shell Ltd
Ms Sarah V. lrjairu
Mr. J. M. Kogo

AUDrtoRS
The Controller and Auditor-General is responsible for the statutory audit of the conpany's books of
account in accordance with part III of the Public Audit Act, 2003. Section 39(1) of the Act ernpowers
the Conholler and Auditor-General to appoint other auditors to carry out the audit on her behalf.

Accordingly, Emst & Young were appointed to carry out the audit for the year ended 30 Jtrne 2006.

By Onder the Board

Peter
Secretary

3.

4.

5

6

: Retired on 18 Jure 2006
: Alternate, Mrs. E. M. Gatuguli (appointed on 14 October

2005),Mr. N. Muturi (retired on.14 Ocbber20i05)
: Alternate, Mr.P.C. Sigei
: Retired on 14 June 2006

: Retired ort 14 June 2006
: Retired on 14 June 2006
: Appointed on 19 Jure 2006
: Appointed on 19 June 2006

erlo r lo{ .2006
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The directors accept reiponsibility fot the annual financial statemdnts, which ltave been prepared using

appropriate 
"""orrtiog 

policies supported by reaSonable and prudent judgments arrd eitirnates, in

"oofo..ity 
with lnternaiional Financial Reportitrg Standards and the requirernents of the Kenyan

Co{rpanies Act. 'flie diiectors are qf the opiniou that the firtancial staterhents give a true and fair view of
the siate of the fuiancial affairs of the cofrpany and of its oper4ting results. The directcirs further rycep!
responsibility fo1 ttre maintenance of accounting r€cords which hay be relied upon in the pfepuation of
the financial stitements,'as well as adeqpirte sisterns of internal financial control.

Nothing has come to the attention of the directors to indicate thht the;ompany will not renlain a goir:g

.on"r.i fo, at least the irext twelve months frOm the date of this statement.

CHEMEI,IL SUGAR COMPA}I-Y LIMIT'ED
STATEIVTEN'T OP DIRECTORS' RESPON SIBILITTES

ON TtM FINNNCIAL STAIEMENTS
FON TTrc YEARENDED 30 JUNE 2006

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year

which give a true and ibir view of the state of affairs of the corirpany'as at the end of the findrrcial year

arrd of its operating results for that year. lt also requires the directors to ensure the company keeps

proper accounting records which disclose, with reasonable accuracy; the financial position of the

company. They are also responsible for dafegtrarding the assets of the company.

Director

Director
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KEI{YA NATIONAL AUDIT OFFICE
REPORT OF THE CONTROLLER AND AUDITOR GENER,AL ON THE
FINANCIAL STATEMENTS OF CHEMELIL SUGAR COMPANY LMITED FOR
THE YEAR ENDED 30 JUNE 2006

The financial statements on pages 7 to 19 for the year ended 30 June 2006
which l.iave been prepared on the basis of accounting policies set out on pages
1 1 to 12 have been audited on my behalf by the auditors apoointed' under section
39 of the Publio Audit Act, 2003. The auditors have duly reported to me the
results of their audit and on the basis of their. report, I am satisfied that all the
information and explanations which, to the best of my knowl6dge and belief, were
necessary for the purpose of the audit were obtained. The financial staternents

-are in agreement with the books of account:

Respective Responsibilities of the Directors and the Controller and Auditor
General

The'directors are responsible for the preparation of financial staternents which
give a true and fair view of the state of affairs of the company and'of its operating
results. My responsibility is to express an independent opinion on the flnancial
staternents based'.on my audit.

-t
Basis of Opinion

The audit has been conducted in accordance with lnternational Standards on
Auditing. Those standards require that the audit be planned and perfonned to
obtain reasonable assurance that the financial statements are free'from material
rnisstatement. An audit includes an exainination on a test basis of evidence
supporting the amounts and disclosures in the financial statements. lt also
includes, an assessment of accounting policies'used and significant estimates
made by the directors as well as an evaluation of the overall financial staternents
presentation. I belieVe that the audit provides a reasonable basis for my opinion.

Opinion

ln my opinion, proper books of account have been kept and the financial
statements, give.a true and fair view of the state of affairs of the company as at
30 June 2006 and of its deficit and cash flows for the year then ended'and
comply with lnternational Financial Reporting Standards and Kenyan Comnanies
Act, Cap 4BG of the Laws of Kenya.

o(a)



without qualirying my opinion' I draw attention to note zr to these financialstatement which indicates that as ,t 19lll"-1006, ih" .orprny,s current liabilitiesexceeded current assets by Kshs.3go,gc1,sgo-iibos_ Kshs.S1 7,848,877). Thedirectors are, however, of the opinion that tnis is a i"rpnrrry phenomenon that willnot impair the operations of the company in both the short term and medium term.ln addition' the comP?.ny is in the process of sourcing funcis for rehabilitation andmodernization to further enhance. etficiency.-il; financial statements have,theref'^re' been prepared o.n a going.on""in u".i. which assumes continuedfinanc tl support from related partiEs.

Emphasis of Matter

P.N. KOMORA
CONTROLLER AND AUDITOR GENER.AL

Nairobi

11 December 2006

6(b)



CTIEMELII, SUGAR COMPANY l-lMlTIrD
BALANCE SHEET'
AS A1-30 JUNE 2006

ASSETS

NON-CURREN'I' A SSF,'I'S

Property. Plant & et;uiptltetrt
Caf ital work-in-Progress
Loans to ottt-grolvers
Biological assets

CIJRREN'| ASSI]'I'S
Biological assets

Stocks
Loatts to out-growers
Goods-in-trallsit
I)ebtors attd PrePaYtneltts
f'ax recoverable
Bank and cash balatrces

]'O'[AL ASSEIS

S IIARE}.I0I,I) EI{S' }T LJN DS AND I,TABILITIES

CAI'TTN L AND RI',SERVES
Share capital
Reserves

NON -CIIRREN'T LtA BI LITILS
Deferred tax
l,oans

CURRENT LIABILIT'IES
Bank overdraft
Loans paYable within one Year
Creditdri and accrtred charges
Dividend paYable
Directors' current accouttt

Note
2006
KShs

1,864,828,998
i8,434,900

174,996,290
88.2 8.497

2.t66.5 s8.685

2005
KSlrs

1,861,822,205
30,164,684

I 4!),0 1 4,03 3
5?,,ALQL

2.09ttfi6,511

2
5
4
5

5

6(a)
4

6(b)
7

22
8

104,026,526
285,500,643
I 00, I 76,863

16,354,104
52,091,229
14,288,874
33.540.069

605.978.308

ul2535pL

1L\i,987,397
283,145,388

76,107,645
5',t,437,739
9!),1 07,884
1.1,061,358
zfi.672.330

67'.t.519.741

zJa_!1J95284

9
l0

211,591,620
908.727.4D

1.120.319.042

265,605,355
393.696.098

6s9.301.6s3

72,871,947
92,799,660

820,452,866
4,409,996
2.381.829

992.916.298

uu,w,-9-

211,591,620
L,gt7-60L21-i_

1,22'),J9L873

271,098,936
7 t.142.857

_352]ilJ93

100,565,813
38),974,833
69 8,3 06, 1 43

+,409,996
2.1I1.833

1.19s.368.618

ruwwe

ll
T2

l3
t2
t4

TOT'AL S IJAREIIOI,DE,RS' FUNDS AND LIA BILITIES

Tlre firrarrcial staternents were approved hy the Board of l)irectors "" ' C / / 'F 't/'

Director)
)
)
)

anrlsigned on its behalf bY:-

Director

7

...2006



CHEMELIL SUGAR COMPANY LIMITED
PROFIT AND LOSS ACCOLINT
FOR TIIE YEAR ENDED 30 JI.'NE 2006

SALES

COST OF SALES

GROSS PROFIT

CIIANGES IN FAIRVAIUE LESS ESTIMATED
POINT-OF-SALE COSTS OF BIOLOGICAL ASSETS

OTFIER INCOME

EXPENSES:.
Administration and estab lishment
Other charges and expenses

(LOSS)/PROFIT FROM OPERATING ACTIVITIES

NET FTNANCE TNCOME(COSTS)

(LOSS)TPROFTT BEFORE TAXATTON

TAXATION

(LOSS)/PROFm AFTER TAXATTON

(Loss)/earnings per share

15.052.005 29.764.950

125,436,268 293,r07,017
9.764.83421- 1.059

147 .227 .327 302.871.85 I

Note

15

t6

t7

2006
KShs

2,433,923,703

(2.323.s39.440\

110,384,263

200s
KShs

2,133,775,216

(1.870.433.149)

263,342,067

5

l8
t9

25 8,I93,51 8
12.t23.986

270.317.504

(123,090,177)

2.i 9.965

(120,370,212)

11.493.381

fl 08-876 8i r )

(10.29)

240,1 88,630
2.4t4.75-7

242.603.383

60,268,468

(1.966.011)

58,302,457

(24.510.1 10)

11',75214',7

3.19

20

2t

22

23

8



CIIEMELIL SUGAR COMPANY LTMITT'D
sl'Ar]1r\4ENT OF CI{ANGES IN EQUITY
FOR T'IIE YEAR ENDED 30 ruNE 2006

At I July 2004

Itelease gf capital reserves

Relating to depreciation

Profit f.'r the year

At 30 June 2005

At I Jul-v 2005

Release of capital reserves

Relating to depreciatior,

Loss for the year

At 30 June 2006

211,591,620 891,508,732 92,303,174 1,195,403,526

(47,822,246)

Share
capital

KShs

Revaluation
reseryes

KShs

Retained
earnings

KShs

47,822,246

33.792.347

JAW1fuZ

173,917,767

'fotal
equity
KShs

33.7 47

Lryf,g5-W

1,229,195,873

(r 08.876.831)

Llallgtrjz

ufiL@
211,591,620

:g4Jsjj-,M

843,686,486

(47,924,6t6) 47,924,616

(r08.876.83I)

u)setsil :u,7EL!19 JZWIGZ

9



ll

CHEMELII. SUGNR COMPA}TY LIMITED
CASH FI,OW STAT'EMENT
FOR TTIE YEAR ENDED 30 IUNE 2006

CASH FLOWS FROM OPERATING AC'TTVIT'IES
(Loss)/profi t before taxation
Arljustments for:-
Depreciation
lnterest income
Profit on disposal of motor vehicles
lnterest expense
Change in fair value of biological assets

Operating (loss)/profit before working capital changes

Stocks
Goods-in-trursit
Debtors and prepayments
Loans to out-growers
Creditors arrd accrued charges
Directors' current account

Cash generated from operations
lnterest paid
lncome taxes paid

Net cash flows from operating activities

CASH FLOWS FROM II'N/ESTING ACTIVITIES
Purchase of property, plant and equipment
Proceeds from disposal of motor vehicles
hrterest received
Capital work-in-progress

Net cash flows from investing activities

CASII FLOWS FROM FINANCING ACTIVITIES
Repayment of loans

Net cash flows from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

(120,370,212) 58,302,457

Note
2006

KShs

131,531,482
(42,171,171)

(t 45,500)
39,453,206

(1s.052.005)

(6,756,200)
(2,355,255)
41,083,635
47,016,655

(50,051,475)
122,146,723

269.996

151,354,079
(l 8,075,138)

(227,s16)

(134,538,275)
145,500

42,173,171
(8-270.216\

(_100.489.820)

32,561,065
(71.893.483)

G9131^878)

2005
KShs

127,228,803
(33,454,617)

35,420,628
_(8.029.372)

179,467,899
(35,903,898)
(22,118,933)
(1,885,259)

(35,490,352)
(35,633,760)
_ fi44.167)

48,291,530
(14,860,591)

_ (.179.778\

33,454,617
(12.3s8.086)

979.026

188.893.370)

G!,EglJlol

(54,663,1 83)

Jr7.230.300)

IZIJEJEX

t33.051.425 33.251.161

(20,1 17,505)

8
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CHEMELIL SUGAR COMPA}.IY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 ITINE 2OO;

1. SIGNIFICANTACCOIINTINGPOLICIES

a) Basis of accounting
The furancial staGments have been prepared in accordance with Intemational Financial Reportinsf,:Xff,"frffi:mi,m:*ffi*fd ;; ^ p;*;; on the hil";i;;r ;;t bas is or a"c,iuntafi

b) Turnover
Turnover reoresenb the value of sugar- and molasses supplied by the company net of Sugar DevelopmentLeriv and vilueAdd;-f;oI',^"?*iflio-" eamed by th6-corrpany is recognised on accnral basis.

c) Property, plant & equipment and depreciation
Ptowtty, plant & equipment are staied at cost or valrraticn, less accumulated depreciation.
Depreciation is calculated on the straight 

-line basis at armra_l rates estimated to write off the carryrngvalues of the assets over their 
"*p""t"a 

lo"fullir"* Tlr; ii*r depreciation rates in use are:
Buitdings 'iix
Factory ptlqt aqd nrachinery 5.00
r-omes and landrovers rc.67
Other vehicles 20.00
Wheeled tractors and cane loaders D.25
loytiog hacrors 10.00Irailers and caterpillar implernents a.jj
Agrcultural.impli:_ments ' 

10.00Office u-raghine!, finings and equipment ,O:Ob
Househoid equipment 20.00Roads 11.1.
office turniture i6.6dIgigation project 5.6,1
Computer hardware 25.0n

Freehold land is not depreciated.

Excess depreciation on the rev'aluation surplus is tansferred fronr revaluation reserve to revenue reserye.
Propertv' plant and.equipment are periodically- reviewed for impairment. when the canying amount of
:::"T.tgr'i:ffi1'firthair 

iis estimateii""ou".utit. "*o*i it ir'*lin.., ao*n un-,eJiatetyio ris estimated

d) Stocks
stocks are valued at the lower of cost and net reaiisable value. cost of bagged sugar stock comprisesexpenditure incurred in dre normal co*rse of busrness, #;'d#H;;i=H;;:i cosrs, rabour andproduction overheads' cost ofotrrii-ttt-"ulsI","ili".a'"liig tir" werghted average cost methorl. Netrealisable value is the Price. "t *tti"t 

-trr" 
stock cariEe i".ri."a in the normal courie of business atterallowi'g for the cost of realisatron and, *1r."*;pir,ipr#i, ,il cost of 

"onr"iiior, 
nom its exrstrng s1oreto a realisabie condition' Provision is made for oir'solite, rio* mouing and ciefective stocks.

e) Research and development

,fffifl:l 
and development expenditure is charged to profit and loss account in the year in which it is

f) Foreign crurency transactions'I ransactions during the year are converteci to I'.enya shillings at rates ruling at the tansaction dates.Assets and liabrlitrJs at tLe balan". it..t auti *iriJr, 
"r.'"fr?.rr.a in forerm currencres are ransratedinto Kent'a Shillines at rates ruling ut tr,uiaui.I i{;;r;1il;tdiff"r.n.., fro.f;.o.,rirsion and rranslarionare deatt with in thE proiii*a-rtTr-*"i,i,,

ll



CTIEMELIL SUGAR COMPANY LIMNED
NOTES TO TI{E FINANCI"AL STATEMENTS (Continued)

FOR'I}IE YEAR ENDED 30 JUNE 2006

l. SIGNIFICANTACCOUNTINGPOLICIES(Continued)

t) ffy#ffiiffi:01[lTf o"fined bcnefit pensio. scheme for non-unionisable.emplovee' 
.rhe 

assetr ''rf

rhis scheme are herd in a separate *'J,i"'l ;i'*iJlt.iiil'i;,i';i;;h i. n "i.a 
uv dor,['ir ''rs from I'oth

rhe employees ad dre conpa*y. B",i;i',t";;-#:ii" r"F" staff irr accordanie with ' ..re rules' The

cost of provia-e 6"rlnr" ii a"i".o,irr"a-;i"g 'tlrg p-.lecteJ"unit me.thod, with actuarial ' 
' 

r rtions being

carried out eved ilree years. ur,o"r'trii* m"firod,'the-c-ost of providing pensions is char I to the Prolit

and loss 
"""o,1r1{ 

Jo"li ir"il".;;1#r;cd;;il;;; tt 
" 

r".Ji"" lives-of emplovees in ''rdancc with

t1e advice of actuaries. The pension obligation is measureJ-u" tlr" pt"t"nt vilui of the ' 'rrrrated future

cash outflows. Actuarial gains and lorsi, *e recognised orer thi average rernaining s^rr ice lives of

employees.

The company also contributes to a statutory defured contribution pension scheme, the Natiolral social

Security Fund (NSSF). Co-ntributir"I#.?,Jtinir-J Lv ir""t statite and are currently liflrited to KShs

200 per emPloYee Per month-

'fhe company's contributions to tlte above schemes are charged to the profit and loss account in tlrc year

to wlrich theY relate.

") ffi":TffiffT;rti:r", at eacb reportiug date whether ttrere. is an indication-that an a-sset rnav h''

impaired. If sucl ;;;d;;;b,'rhe "5d;y';;;Gs-an 
estimate of the asset's recoverable amorrn,

Where ttre carrying anrou.t of an asset ".""Eitirt'il"r*rfti'-ount, 
the asset is consideled i,paire'l

and is written dorv' to its reco.r,erab!" ;;;il il;;ft;;t l,or.". ,r" recognised in the pnrfit and l.s"

account.

D 
EffiJlittaxaticn is provided for on the basis of the resurts for the year as srrown in rhe furancial

stareme'Ls, a,tjustei fi"#;;;;;"lriti., l"iT"gri",i.". 
'o"i"..a 

iaxation is provided using ttre liabilitv

rnethod, for all temporary differences *Eitgi"t"'een tlte tax bases "f 11Y: "Tg-liabilities 
and 0r rr

carr-vi.g values for ima,6ial reporting pffi;"#"b';i;t;; to assets are recognised for ail deductihle

temporary aile.enceJ,;#;f"ilil;filt;;d iri6,,.i;a ui-rea tax crediis to the exrent rhat ir is

probable tr,rt rutu.!'i*lilrJp1-Jni'-rit.';;ffiil;.-l"i,"t *t,i.h the deductible temporarv differences'

irnused lax tosses ,ira Uii unised tax creCils can be utilised'

j'} 
Bi:[fi::i X::A are measured ar fair.value less estimared point of sale costs- Anv changes to the fair

value are recolprized in t5e profit ond loJs-;;;;t;il;i lhg y"* in which they a'iie''Ihe fair value <'

biological a-ssets is-Jei..*i"ia based on rrr"",n.t-pri."s. wlrdre *iutti"efrrt rnarket determined prices rl"

not exist to assess the tair value of U," ""*fr.iy:J'il;il.gi";i;ttlG, 
tt't"Air value is detenni,ed based o"

the net present value of expected future'.!iii'flt*s, d'iscounted at.appropriate FIg- 
tax rate' All cost'

incurred relating to biological assets are t*:;,il;'il tii. pt"it and lbis accounf in the period iu whi'r'

they are furcurred.

o) 
fiT';'r".:,T}ti:ffi;il$ for employees, accrued arurual leave e,titlenrent at the balarr''e sheet date is

recognized as an exPense accrual'

l) Borrorving costs' Bonowin[ 
"ors 

are recognised as arl expense when incuned'

*)T|]S:Tfj""tliiJ'T:::"#:li:. 
are recosrised at origtlal amount less aliowances &r'y.l'*"::Y-P-l:

arnorurt. Specific p;;;l;i;;; *"a" n iriiil";ffitt*l debts wheu collection of the full amouttt rc no

longer probable.

rr) Loan to outgrowers
Loans to ougrowers are recogrised when fann inputs artd sewices are.providecl to famrers' Specilic

provision is rrrade against loa,s rvhen;ii ;;;;,;'6le steps tt.,'t"""'*ltietn 1ta'" beeu taken withotrt

success.
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C.HENryLIL SUGAR COMPAJYY LIMITEDNoTESToTHEF[.{ANarAliiaElr,iilus(continued)
FoR Tr{E yEAR Br.rDeuio;fr;-;;;;,
2. PROPERTY, PLANT & EQUIPMENT

COST
At I luly 2OO4
Addirions

At 3O. June 2005

Comprising
Cost
Valuation

At 30 June 2005

DEPRECIATION
At I luly 2004
Charge for the year

At 30 June 2005

NET BOOK V.TUE
At 30 June 2005

COST
At 1 July 2005
Additions
Disposals

At 30 June 2006

Cornprising:
Uost
Valuation

At 30 June 2006

DEPRECIATION
At I July 2005
Charge for the year
Disposals

At 30 June 2006

NET BOOK VALUE

865,226,771
1.614.0s2

866.840223

173,925223
693.015.000

866.8/,0223

103,735,039
15.320.095

t19-055.134

866,840223
3,796,037

177,011,260
693.015.000

119,055,134
t5,399,746

Freehold
Iand and

buildings
KShs

. plant,
equlpment and

machinery
KShs

1,997,495,629
_ 14.408.135

1.901.893.763

912,797,342
978.793.604

1.891.580.946

705,911,g24
101.836.832

807.748.656

1,901,993,763
129,315,576

1,052,415,735
978.793.604

2.031.209.332

807,749,656
107,669,650

Vehicles
and other

rquipmeirt
KShs

144,337,577
4.095.318

148.432.895

lll,g07,gg4
-1 18

158.745.712

Total
KShs

2,997,049,376
20.117.50s

2.917.166.887

7,199,520,459
1.718.646.422

2.917.166.881

L17J81.W L08ts12290 NJ04S25 1_g6L_922A5

179,469,0L0
10.o71.876

t48.432,895
2,036,662

111.150.00Q)

929,1r5,973
.2),R 803

2,977,166,991
134,538275

50fi1 )
870.026.260 2,0: taru:g Mg31s5s7 3.0s0.55s.156

870.026.260

i29,540,996
9,462,096

(1.i50.000)

134.4s4.88A 91s.418.306 n5.852.g72

102,497,739
46.837.818

149.319.557

1,331,909,734
1.778.646.422

3.050.555.156

7,055,344,676
131,531,492

(1.150,000)

1.18s.726.158

At 30 June 2006 73557r-3gQ 1.1 r 5.Zq r.03f, ,, 466J!5 I .864.828.9q8
The assets were revalue^d- by Tysons Limited, professional valuers, on depreciated replacement costbasis on 31 Decembet 1996;;Ii;;ili;; surplus ** 

"i.au"J to a.eraruation reserve (note r0).

llIJ



CIIEMEI-IL SUGAR COMPNNY LIMITED
NOTES TO TIIE FINANCIAL STATEMENTS (Continued)
FOR TTIE YEAR ENDED 30 JLTNE 2006

3. CAPITALWORK-IN.PROGRESS

Factory maclfnery and buildings
Others

4. LOANS TO OU'I'-GROWERS

Societies
Large and medium scale farnrers
Transport and eqrripment loans

Less: Provision for bad and doubtful debts

Less: Long term portion

Receivable within one yeEr

TIOLOGICAL ASSEI'S Livestock
KShs.

2006
KShs

36,600,709
1.834.191

J8J349@

281,853,698
60,946,893

833.736

343,614,327
rc8.461.r741

275,173,153
(174.996.290)

JogJ]EJo]

200s
KShs

29,691t,354
I

38Jgt^684

236,968210
51,175,782

833.735

288,977,727
(63.8s6.049)

225,121,679
(149.014.033)

-J5J9l.c4s

5

495.000

(92,500)

402,500
(402.s00)

Gron'ing cane
KShs

, 4,657,372
s5,352,959

(5t.774.490)

t9i,922,523
0_a3-624A26)

2006
KShs

4,657,372
s5,352,959

(51.774.490)

192,325,023
(104.026.526\

2005
KShs

6,105,503
74,742,587

(53.1()7.009)

177,273,018
GI_E*q_E?J9A

Balance at 30 June 2005
(Loss)/gain arising fiorn change irr fair
value attnbutable to physical changes
Gain arising from charrge in fair value
attributable to price changes
Additions durhrg the year
Cane han,ested cluring the year

Balance at 30 June 20O6
Less: current portion

176.778.0t8 t77 273.0t8 147.508.068

6,908,654 6,816,1b4 2,023,869

Changes in fair value <luring the year _Qa,500) 15.t44.490 15.052+005 29.7@.950

Long term portion -=8829!J9l RR?9R 497 -l82EIJAJ.
'['he valuatiorr of starrding carle is based on the estimated market price at the balance sheet date. 'lhe
significant assurrrptions made in determining the faA values of biological assets are:

o The market price of cane will not significantly change from KShs.l,978 per tonne (2005:
KShs.l,930 per tonne).

. Growing cane has a 1;roductive life of eighteen months. Cane at age of six months and below
is assunred lo mature after a period of twelve months after the balance sheet.

o Clinratic corrditious will remain the same.
r The governrnent will not make sigrificant policy changes in the nranagement of the sugar

sub-sector.

l4



Less: Pror.ision for obsolete stocks

285_599_@3 2Et-t45J8S

6 (b) GooDS-rN-TRANSTT

The balance is in respect of the irrportation of various spnre parts for the manufacturing plant.

7. DEBTORSANDPREPAYMENTS 2006 2OO5
KShs KShs

CHEIvfELfr- SUGAR COMPA}.IY LIMITED
NOTES TO THE FINANCLAL STATEMENTS (Continued)
FOR THE YEAR ENDED 30 JTINE 2006

6 (a) STOCKS

iinished sugar
Factory and field stores
Milled su gar-inarocess
Filling station
Molasses
Fuels
Statiorrery
Mediiines

Trade debtors
Other debrors
Prepayments and deposits

Less: Provision for bad and doubtful debts

8. BAI{KAND CASH BALANCES

Bank and cash balances
Short term bank deposis

Bank and cash balances
Shon term bank deposits
Barrk o'rerdraft

9, SILARE CAPITAL

Authorised, issued and fully paid:-
10,579,581 ordinary shares of KSlm 2Ol: each

2006
KShs

688,862
305,46L,400

10205,428
1,014,750

rgo,356

1,8L0,942
.911

320,349-&9
(34.849.006)

28,304249
49,559,9&
6.923.t67

84,786,380
(3 2.695.151)

52-99J-n2

11,040,2t9
z2e9-859_

2006
KShs

11,040,219

22,499,850
(72.871.947)

2005
KShs

4,729,693
291.560,793

14,394,456
659,690
108,570

1,090,640
2,296,475

822.800
315,652,097
(32.506.699)

63,872,333
3l,335,530
35.395.7s2

130,603,615

I3ISJ1U
99 107 884

7,164,856
2r.507.471

2005
KShs

'7,164,956

21,507,474
(100.56s.813)

iiJ4ap6e ?a-fl23ia
Fo1^thg PurPoses of the cash flow statement, cash and cash cquivalents comprise of the following
at 30 June:

G9JtLE78) 171.893.483)

15

211 591 620 uJ;9:t-62D



CI IEMELIL SUGAR COMPANY LIMITEI)
NOI'ES TO TIIE FINANCIAL STATEMENTS (Continued)
I;()R 'fiIE YF]AR ENDED 30 JUNE 2006

IO. RESERVES

Retained eanrings
Revaluation reserves

I I. DEI.ERRET-)IAX

'l1te provision for deferred tax comprises:
Excess of tax allowances over depreciaticn
Tax lolses
O tlrer ten4rorary differences

12. LOANS

'Iotal loans
Less: Iong term portion

Clane crerlitors
'l'rade creditors
Other creditol"s arld accruals

wLal-& Jule4-u

2616AIJ55 2J1-99e9i5

2006
KShs

112,965,552
i95.76t.870

355,323,905
(14o,471,585)

50.753.335

486,495,759
Gea696B9E)

2006
KShs

205,769,245
344,711,Oi}
26ep12.Lr)

820.452.866

2,880,894,794

(324,960,084)
!_L010,921)

2,163,_581,701
681,432,186

3s.880.897

2005
KShs

17?;t17.767
843.686.486

346,222.075
(t14,983.t72)
__41,869033

465,I17,t;90
(7s.r42.851)

2t)05
KShs

133,151,,168
297,767,855
267.386.820

:.6t&Jqq*l_43

2,600,733,10O

(355,793,947)
fl 11.163.1)34

1,973,M|,(;85
60.5,385,1)47

_21.905.,168

Payable within one yea.r _Z2Jgg$)g W_A!$jl
'I'he loans were received fronr Kenya Sugar Board (KSB) under the Sugar Developrrrent Fund (Sl)F)
progranirne in respect of cane development, irrigation project, rrucleus eslate road developmcnl
irurcltase of agricultural equipment, factory rehabilitation and pal,nrent of fanners arrears. lhe
irrterest rates range ftcn3%o p.a. to 5Yop.a.

13. BANK OVERDRN rr
'l-he !:rank <:vcrdraft is secured by a debent'.rre for KShs.60 million over the assets of the company

andlegal chargeoverL.R.nunrbers 1611/4,11840and l6I2/4,Kisurnu,arrdalienoverfundshelcl
in Fxed deposits.

14. CREI)I'|OI{S AND ACCRUED C.'HARGES

l5 SALES
Gross sales
L.ess ta-xes:
Value Added'l'ax
Sugar Developlnenl Levy

Net.Sales

Gross sales conrprise of the following
Ir{illed local sugar
huported sugar
Molasses

?a3i92iJ93 LJlaJJt&

2J_80=g24Jg4 2*@J]3*UA
Milled local sugar sales relate to the srrgar prrrrlucecl and sold, rvhile the inrported sugar is irt respect
of sales of sugar inrport trruisacted in the year. 'Ihe actual alnount received is tlre net betweerr
purchase and sale .rrices.

t6



CHEMELIL SUGAR COMPANY LIMITED
NO-TES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE -.EAR 

ENDED 30 JTINE 2006

16. COST OF SALES

Cost of cane
Cost of imported sugar
Factory costs
Decrease in closing stock of sugar

77. OTHER INCOME

Stock adjustnent
Miscellaneous income

ADMINISTRATION A}ID ESTABLISHMENT
EXPENSES

2006
KShs

1,093,163,097
637,154,315
589,191,209

4

z3nfigA4L

2,150,313
19.&0.746

_2L79t_959

2005
KShs

961,550,779
409,976,4U
496,g3g,4gg

2.067.388

LEt0J3t-L49

(303,436)
10.068.270

-9J64534

33,454,617

" (14,860,591)
(20.560.037\

8,667,433
8,565,402
1 750 000

3542J.-6?A

316,1 16,401
4,384,236

I 1,932,009
2 2

18.

79

2t

Finance and administration deparknents expenses
Human resources departrnent experlses

110,509,305
147.585.213

106,554,123
133.634.507

gR6 ) 41n.75".ry

256J-93=5IE 240.tEE-630

OTHER C}IAR.GES AND EXPENSES

Pro.rision for bad and doubtful debts

NET FINA}ICIAL INCOME(COSTS)

Interest income
Bank charges and interest
Interest on loans

(LOSS)iPROFIT BEFORE TAXATiON

The (loss)/profit before taxation is starerj after charging:-
Depreciation
Directors' emoluments:
Fees
Other
Auditors' remuneration
Lnterest payable

Staff costs:
Salaries and wages
Leave paylallowances
Pension costs - Defined benefits scherne

- National Social Security Fund

zl9p55 ( 1.e66.011)

131,531,492 127,22g,903

1) 1

20

42,173,171
(1 9,075,139)
121.378.068 )

10,223,475
10,930,010

1.500.000
39Afi-?e6

366,919,399
4,101,502

10,927,759
2.596.'731

1'7

4 44 99 3i5-955J27



T.IIEMI]LI SIICAR COM I' AN Y LIMI'IED
ryg]Es 

'to TIIII FINANChL S'IAIEMENTS (Continued)
FOR ITIE YEAR ENDI]D 30 ruNE 2006

21. (I-OSS)/PROFIT BEITORE TAXAIION (C,.111.;

And after crediting:-
Gain in fair value of biological assets
hrterest receivable

22. T'AXATION

BALANC'E SHI]E]'

B alarrte brought forwar d
Paid durirrg the year

2006
KShs

15,052,005
ewJ1l

14,061,358
227.516

20c6
KShs

2005
KSIIs

29,764,950

=&.ru&z

13,891,59')
179.17$

2005
KShs

J42.B8.3,A -I4E1J5EPROFII' ANI) LOSS ACCOLINT

Deferred tax ru9:J!l z4iloiltt=

Due to losses macle during the year and accumulated tax losses brought forward from previou,i
yeEus, no corporation tax expense has been recogrrised in.this furancial year.

23. (r.OSS)/EARNTNGS PER SHARE

1-he (loss)/eanrings per sirare is calculated on the (loss)/profit after tax of KShs.108,876,831
(2OO5: profit of KShs.33,792 ,347 and on the number of ordinary shares at the respective balanct:
sheet date of KSlx. 10,579,581 shares.

25. CI\PITALCOMNTITN,'EN|S

26

Audrorised and contracted for 14.J0L24[ ?2A13&39

These relate to corm)itments with the srrppliers of factory and agricultural" plant and
machinery.

(]ONIINGENT LIAB ILI]'IES

a) ln the year 2002, tlre ccrnpany was issued with an adclitional VAT assessmeut representing uupaid tax
and penalties anrounting to KS1s.27,894,179. Tax not in dispute has since been expensed and paid. The
balartce of KShs.8,792,427 in respect of penalties has not been accrucd in the iurancial statemerrts as the
company is still negotiating with the tax autlrorities. In the opinion of the directors, ttrere is a possibility
of waiver of the arnortnt by the tax authorities.

b) Dtrrirtg the year, the cornpany rvas issued with additiorral tax of KShs.44,601,996 in respect of PAYE and
withloldirrg tu for the years 2001 to 2004. A notice of objection has been lodged agafuNt the assessment.
No accrual has been macle in the f,inancial statements as the colnpany is still uegotiating with the tax
authorities.

c) As at 30 June 2005, tlte cornpany was a detbndant in various litigatious arrd claims amorutting to
KShs.5,948,582 (20O4: I(Shs.6,392,536) which arose in the ordinary course of business. No pror isiorr has

been rnade irr the firrarrcial staternents, as the directors believe, based on irrfonnation currently availahle,
that the ultirrrate resolution of these legal proceedings would not likely have a material effb':t on the

operatiotrs of tlte <'onrpany.
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C.T{EMELIL SUGAR CoMPA}IY LIMITED
NOTES To TIEFTNANcIAL STATEMENTS (continued)
FOR THE YEAR ENDED 30 JTINE 2006

26. COI.ITINcENTLIABILITIES (cont.)

d) Tlte company operates z defined benefits pension scheme for its non-unionisable employees. The
scheme is independently managed and is firnded both by the company and its 

"-ptoy.".. 1.U"
pension plan assets were last valued by Alexander Forbes Financial Services @ast Africa) Limited,
consultants and actuaries, as at I July 2005. The results of the valuation confirrned that the level oi
firnding of the scherne is MS%o, which is above the mimmum requirement by ttre Retirement
Benefits Regulations of 80%u However, there is a past service ectuarial deficit of KShs.l7.gg5
million as shown below:

KShs'000'

Past service accnred liabilities
Fair value of scheme assets

7t5,275
(97 -390\

Past service pension deficit ___17t85

In order to eliminate the above deficit faster, the actuaries recommencied that the company continue
to contribute at the current higher rate of 23.4%o. As a resul! no provisions have been made in these
financial statements to fully or partly reccgnise the deficit, as the directors are of similar view with
that of the actuaries.

27, OPERATIONS

The shortt-ail between the current assets and current liabilities of KSirs.386 ,937,990 (2005;
KShs. 517,848,87i) is. in 'Jre opinion of the <iirectors, a tcmporary phenomenon, that wiil not impair the
operations of the company ir: both the short and rnedium term. The company expects to revert to
profitabrlity from the next financial 1'ear due to improved cane availabilitv and enhanced operational
efficiency. ln addition, the major breakdowns of key unrts in the factory which led to low production and
increased costs in-the year are not expected to recur as the problem has been substantiaily addressed
through routine maintenance. ln addition, the company is in the process of sourcing fund for
rehabilitation and modernization to further enhance efficiency.

28, COMPARATTVES

\Mrere necessary, comparative figures have been adjusted to conform with changes in presentation in the
current year.

29. EMPLOYEES

Thc average number of employees for the company during the year was 1,056 (2005-1,019)

30. CIIRRENCY

These irnancial statements are presented in Kenya Shillings (KShs.).
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