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Everea dy East Africa Plc
Repore of the directors
For th e year ended 30th September 2022

The directors submit their report together with the audited financial
statem :
September 2022. ents of the company for the year ended 30th

Incorporation
The company is domiciled in Kenya where it is incorporated as a i 5 5
7 5 : public company | s .
Companies Act, 2015. The address of the registered office is set out on page 1. pany limited by shares under the Kenyan
Directo rate

The directors who held office during the year and to the date of this report are set out on page 1

Principal activitics
The principal activities of the company are those of selling im
ported dry cell and : v
of flashlights and a range of bulbs. ¥ nd car batteries and trading in an assortment
Recommended dividend

The directors do not recommend the declaration of dividend for the year (2021: Nil)

Business review

Our business

EVEREADY East Africa PLC (the “Company” or “EVEREADY™) is a consumer goods company focused idi

branded portable power solutions packaged to consumers in Kenya. The Company is headquartercdyin N:'Se b'on e

Company provides portable power solutions in Kenya, was founded in 1967 and is listed in the Nairobi qéiﬁrill-_ft:nya. he
S ies

'T“I}e C?mpi;ny oierates in t%‘erC segments automotive, lighting and household. The Company sells its products in K
prmtily” FISRER Suomokve dealers, hypermarkets, wholesalers, electronic stores, institutions. retail o i
stations, high-frequency stores, and e-commerce, J . retail stores, petrol

Automotive
The Company offers maintenance free car batteries, vented car batteri

3 tieries, batte G i ;
segment under the brands TURBO® and TURBOPlus+® ry water and battery acid in its automotive

Household

The Company offers dry cell batteries in sizes ‘D’ *AA" *AAA’ 9V’ O . ;
P ; » ‘C’ and miniature i zali :

lithium, and rechargeable constructions. The products under this segment are traded L;I;;:rr t:zz z':a‘;dﬂ“\;if;;:BballerS.
TURBOP]_us+®. This segment also includes the company’s fabric care segment under the brand EV - O® and
motor vehicle tyres under the brand name FALKEN TYRES®. . ERCLEAN® and,

Lighting
The Company offers flashlights, lanterns, and bulbs under the brands TURBO® and TURBOPlus+®
Performance '

Gross turnover reduced by 8% during the financial year to KSh 82.6 milli

02072021, i -6 million down from KSh 89.8 million achieved in

Risks

Our business is subject (o various risks and uncertainties. Highlighted below are some of the Kewsitks s nue b
usiness.

hcse are iSkS [hal Wwe COnSider to he |[]ate[i I E\-"Elea.d X i € at i mo nt in time We rec
; . al o y s buSln SS ihlS me i i Q 1
T I T I I i " ‘ 1 1 . € gl’llZ(‘. [ha[ [here

) Supply chain
_O"r business depe.nds on thc.timely distribution of products to our consumers. Potential hazards Lo the supply chai
m.::llude g e times and disruption or loss of key suppliers. The underlying materials from which our UFT;ZY o
subject to cost fluctuations which affects our margins as the component cost fluctuations ca | -0 Iy
to the consumers. nnot always be passed on

[¥5]



Eveready East Africa Ple
Report of the directors (continued)
For the year ended 30th September 2022

Business review (continued)

Risks (continued)

ii)

iii)

iv)

v)

vi)

vii)

viii)

ix)

Quality products

Product defects arising out of equipment [ailure or human error cannot be ignored.

Economic, political risks and natural disasters

Consumer demand is weakened by adverse economic conditions. We are exposed to economic, social and political
volatility.

Systems and information

Increasing our digital interaction with our consumers and the supply chain partners (trade) require secure and reliable
IT systems and infrastructure. [t is also crucial that we manage the information that we possess correctly and
carefully. Unauthorized access failure of our [T systems and lack of effective use of information could disrupt our
business. result in loss of assets and missed opportunities.

Portfolio management

Our growth is determined by our range of products (portfolio categories) that evolve over time. [f we do not make
optimal decision on these our margins and revenues will be affected.

Ethical

The way we operate contribules to our society. Despite our commilment to ethical business and the steps that we take
to adhere to this commitment there is always the risk that we fall short of our standards which may result to damage of
our corporate brand and results.

Brand preference

Consumers preferences are continuously changing. Our ability to respond to these changes and our ability to
differentiate our products remains key. We have to continuously innovate to meet the needs of our consumers and if
we are unable to do this successtully it will impact our revenues and margins.

Legal and regulatory

Eveready is subject to local and regional laws and regulations in various areas to include taxes, listing and disclosures
obligations, competition, licensing, trademarks, employee health and safety, corporate governance and employment.
Failure to abide by these laws and regulation exposes Eveready to civil and/ criminal actions which may lead to fines
and sanctions with associated blight to our corporate reputation.

Business transformation

Our transformation projects are ongoing and they drive our continuous improvement agenda. Excellence in execution
as well as speed of execution remain key. Unsuccessful execution deny us the intended benefits of a project and may
disrupt our business.

Statement as to disclosure to the company's auditor

With

respect to each director at the time this report was approved:

(a) there is, so [ar as the director is aware, no relevant audit information of which the company's auditor is unaware; and
(b) the director has taken all the steps that the director ought to have taken as a director so as to be aware of any relevant
audit information and to establish thal the company's auditor is aware of that information.

Terms of appointment of the auditor
The directors approve the annual audit engagement contract which sets out the terms of the auditor's appointment and the
related fees. The agreed auditor's remuneration of KSh 750,000 has been charged to profit or loss in the year.

By order of the board

W

Director

Nairobi ..... 26 AP 2023



Eveready East Africa Ple
Directors' remtineration report
For the year ended 30th September 2022

Section 1- Not subject to audit

a)

b)

c)

Decisions on directors’ remuneration

Due to the continued financial challenges facing the company, the directors resolved to retain the twenty five percent
deduction in directors remuneration.

Company policy on dircctors' remuneration

The company's policy is to remunerate directors and executives fairly and responsibly. The remuneration policy is
aligned with the company's strategy and linked to annual performance. The board nomination and remuneration
committee is responsible for setting and administering the remuneration policy.

Directors are entitled to a basic quarterly fee and sitting allowance for each Board meeting and/or official company
function atiended. Directors are entitied to company transport when attending board meetings or company functions
outside their regular areas of residence. A director who for any reason uses histher own private vehicle is entitled to
a mileage claim.

These are payable at the following rates:

Title Director’s Fees Allowance per | Mileage Claim
Quarterly (KSh) Sitting (KSh) per KM (KSh)

Board Chairperson 75,000 25,000 39.4
Committee Chairperson ' 33,750 25,000 394
Director 33,750 20,000 39.4

General terms of service

Directors shall generally be elected at the annual meeting of shareholders for three-year terms, to serve until the
annual general meeting of sharecholders occurring at the end of that term. From time to time, directors may be
nominated by the Board to serve less than three-year terms if the board believes there is valid purpose for such
shortened terms, for example, in order to equalise the number of directors in each class elected.

[f a director is elected between annual meelings of shareholders, the initial term of any such director shall expire at

the next annual meeting of shareholders.

Section 2 - Information subject to audit

Directors remuneration paid during the year

Fees and Fees and
allowances for allowances for
the year ended the year ended
30th September  30th September

2022 2021
Director’s name KSh KSh
Mrs. L W Waithaka - Chairperson 650,000 1,025,875
Mr. Thomas Masaki - Managing Dircctor, Ag. 2,678,437 1,537,863
Mr. A H Butt 360,000 569,500
Kenya Development Corporation (formerly Industrial and Commercial
Development Corporation) 395,000 1,184,000
Ms. F B Shah 380,000 573,875
Mr, Joseph Sitati 445,000 514,276
Ms. Margaret Odhiambo - (Resigned on 15th March 2021) - 4,733,320
4,908,437 10,158,709

By erder of the board

Director

Nairobi ...

w



Eveready East Africa Plc
Statement of directors’ responsibilities
For the year ended 30th September 2022

The Kenyan Companies Act, 2015 requires the directors to prepare financial statements for each financial year that give a
true and fair view of the financial position of the company as at the end of the financial year and of their profit or loss for
that year. [t also requires the directors to ensure that the company keeps proper accounting records that: (a) show and
explain the transactions of the company; (b) disclose, with reasonable accuracy, the financial position of the company; and
(c) enable the directors to ensure that every financial statement required to be prepared complies with the requirements of
the Kenyan Companies Act, 2015.

The directors accept responsibility for the preparation and presentation of these financial statements in accordance with

International Financial Reporting Standards and in the manner required by the Kenyan Companies Act, 2015. They also

accept responsibility for:

i) designing, implementing and maintaining such internal control as they determine necessary to enable the presentation
of financial statements that are free from material misstatement, whether due to fraud or error;

it) selecting suitable accounting policies and applying them consistently; and

iii) making accounting estimates and judgements that are reasonable in the circumstances.

Having made an assessment of the company’s ability to continue as a going concern, the directors are aware of material
uncertainties related to events or conditions that may cast doubt upon the company’s ability to continue as a going concern,

The directors acknowledge that the independent audil of the financial statements does not relieve them of their
responsibilities.

Approved by the board of directorson .......... Q.é)&'?ﬁ.[L ..... -.- 2023 and signed on its behalf by:

‘h&\i‘&lumr

wa Y TR

Director Director
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REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF EVEREADY EAST AFRICA PLC

Qualified opinion

~

We have audited the accompanying financial statements of Eveready East Africa PLC (the "Company"), set out on pages 10 to 36, which
comprise, the balance sheet as at 30th September 2022, the statement of profit or loss and other comprehensive income, statements of
changes in equity and cash flows for the year then ended, and notes, including material accounting policy information.

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion section of our report, the
accompanying financial statements present fairly, in all material respects. the financial position of the company as at 30th September 2022,
and of its financial performance and cash flows for the year then ended in accordance with International Financial Reporting Standards
(TFRSs).

Basis for qualified opinion

We draw attention to Note z4 in the financial statements, which indicates that the company incurred a net loss of KSh 50,866,000 (2021:
KSh 34.691,000). During the year ended 30th September 2022 current liabilities exceeded current assets by KSh 45,726,000 (2021: KSh
35.853.000). As stated in Note 24, the company has not concluded negotiations on any strategic partnership or obtained adequate funding
to meet its maturing obligations and fund its turnaround strategy. This situation indicates that a material uncertainty exists that may cast
doubt on the company's ability to continue as a going concern. The financial statements do not adequately disclose this matter.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report, We are independent of
the Company in accordance with the International Ethics Standards Board for dccountants’ Code of Ethics for Professional Accountants
tincluding International Independence Standards) (TESBA Code) together with the ethical requirements that are relevant to our audit of the
financial statements in Kenya, and we have fulfilled our ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Kev Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statements of
the current period. These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter How the matter was addressed
Existence and valuation of The company had inventory with a total carrying value of KSh 15.7 million at year end representing|
inventory 15% of the total current assets.

The procedures we performed included:
Attended at the inventory count to confirm operations of controls in place. We also performed a
physical count to obtain evidence supporting existence of inventory.
Ensured correct application ol the company's policy in determination of cost - (weighted average).
Confirmed that slow moving or obsolete inventory items are identified and adeguate provision for,
inventory write-down is in place.
Ensured that inventory is stated at the lower of cost and net realisable value and corroborated any
estimates made by management.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

-~

Registration number: LLP=-3ATVXM, alimited liabliity partnership under the Limited Liability Partnership Act, 2011.
Partners: Ashif Kassam, Lina Ratansl. Nihla Mazrui, Elvis Ogeto, George Mutua

RSM Eastern Africa LLP is a member of the R5M netvrork and trades as RSM. RSM 1s the tradir 2 rome used by the members of the RSM Network. Each member of the RSM network is an
independent accounting and consulting frm each of which practises inits own right. The RSM network is not itseif a separate legal entity of any description Inany jurisdiction.
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REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF EVEREADY EAST AFRICA PLC (CONTINUED)

Key Audit Matters (continued)

Key audit matter How the matter was addressed

Recoverability of trade receivables The company had trade receivables amounting to KSh 183 million, out of which KSh 176
million are deemed to be irrecoverable and therefore provided.

Our procedures performed included the following:

- Circularized key accounts to confirm balances outstanding at year end,
Performed alternative procedures where confirmations not received by checking|
subsequent receipts from customers after the year end.

- Ensured there was adequate provision for expected credit losses for all financial assets in
accordance with [FRS 9.

Examined the historical recovery records and current credit status of customers.

-_Analysed the ageing of accounts receivable.

Going concern The company has been making losses over the last 5 years. The board approved a strategic

plan for the turnaround of the company for the period 2018 - 2022. As per the strategic plan,

the company had budgeted to attain sales amounting to KSh 1 billion in year 2021/2022,

however it has only achieved KSh 83 million which represents 28% of the budget. The

financial statements have been prepared on a going concern basis based on the
implementation of the strategic plan.

[f the above strategic plan is not fully implemented, there would be a material uncertainty asj
to the company's ability to continue as a going concern and it may, therefore, be unable to
realise its assets and discharge its liabilities in the normal course of business.

Other information

The directors are responsible for the other information. Other information comprises the information included in the Annual Report, but does not
include the financial statements and our auditor's report thercon.

QOur opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion thercon, other
than that prescribed by the Kenyan Companies Act, 20135, as set out below.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. [[, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Directors' responsibility for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements that give a true and fair view in accordance with
International Financial Reporting Standards and the requirements of the Kenyan Companies Act, 2015, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free [rom material misstatement, whether due to fraud or error.

[n preparing the financial statements, the directors are 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 the directors either intend to liquidate the
company or to cease operations or have no realistic alterative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.
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REPORT OF THE INDEPENDENT AUDITOR .
TO THE MEMBERS OF EVEREADY EAST AFRICA PLC (CONTINUED)

Auditor's responsibilities for the audit of the financial statements (continued)

As part of an audit in accordance with [SAs, we exercise professional judgement and maintain professional scepticism throughout the audit. We

also:
identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit

procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal control.

obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the company's internal control.

evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by
management.

conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt on the company's ability to confinue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of the auditor's report. However, future events or conditions may cause the company o cease to continue as a
going concern,

evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial
statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of

such communication.
Report on other matters prescribed by the Kenyan Companies Act, 2015 (the Act)
In our opinion the information given in the report of the directors on page 2 is consistent with the financial statements.

i) the information given in the report of the directors on pages 3 and 4 is consistent with the financial statements; and
ii) the auditable part of the directors’ remuneration report has been properly prepared in accordance with the Act.

ngagement partner responsible for the audit resulting in this independent auditor's report is CPA Elvis Ogeto, Practising Certificate No. 2303.

The Il o

fora n behaif of RSM Eastern Africa LLP
Certified Public Accountants
Nairobi

10572023



Eveready East Africa Plc
Financial statements
For the year ended 30th September 2022

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 30TH SEPTEMBER 2022

2022 2021
Note KSh'000 KSh'000

Sales 3 82,624 89,816
Cost of sales (59,593) (68,696)
Gross profit 23,029 21,120
Other income 6 22,607 10,400
Selling and distribution expenses (8,0453) (10,355)
Administrative expenses (47.504) (52,507)
Establishment expenses (5.353) (7,389)
[mpairment of assets 7 7,695 3,133
Finance costs 8 (4,158) (3,378)
Loss before tax 9 (11,729) (38,976)
Tax (expense)/income 10 (39,137) 4,285
Loss for the year attributable to the owners of the company

(50,866) (34,691)
Earnings per share KSh KSh
Loss per share - basic and diluted 11 (0.24) (0.17)




Eveready East Africa Plc
Financial statements

For the year ended 30th September 2022

BALANCE SHEET AT 30TH SEPTEMBER 2022

Equity
Share capital
Retained earnings

Total equity

Non-current liabilities
Lease liabilities

REPRESENTED BY

Non-current assets
Right-of-use assets
Equipment

Deferred income tax

Current assets

[nventorics

Trade and other receivables
Cash at bank and in hand

Current liabilities
Lease liabilities

Trade and other payables
Current tax

Borrowings

Net current liability

The financial statements on pages
Rl BAEPA L. 2023 and were signed on its behalf by:

M

Director

Note

14

16

17
18
19

13
20

21

2022 2021
KSh'000 KSh'000

210,000 210,000
(254,566) (203,700)
(44,566) 6,300
697

) 697
(44,566) 6,997
3 3,879
1,160 1,393

5 37,578
1,160 42,850
15,652 18,859
21,236 38,040
64,243 59,444
101,131 116,343
. 3,839
(11,175 109,756
4,466 4345
31,216 34,256
146,857 152,196
(45,726) (35.853)
(44,566) 6,997

Director

10 to 36 were approved for issue by the board of directors on



Eveready East Africa Plc
Financial statements
For the year ended 30th September 2022

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30TH SEPTEMBER 2022

Share Retained

capital earnings Total

KSh'000 KSh'000 KSh'000
As at Ist October 2020 210,000 (169,009) 40,991
Changes in equity in 2021
Loss for the year - (34,691) (34,691)
At 30th September 2021 210,000 (203,700) 6,300
At Ist October 2021 210,000 (203,700) 6,300
Changes in equity in 2022
Loss for the year - (50,866) (50,866)
At 30th September 2022 210,000 (254,566) (44,566)




Eveready East Africa Ple
Financial statements
For the year ended 30th September 2022

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30TH SEPTEMBER 2022

Cash flows from operating activities
Loss before tax
Adjustments for:
[ncome tax
Depreciation of equipment
Depreciation of right-of-use assets
Gain on disposal of assets
Interest expense
[nterest on lease liabilities

Operating loss before working capital changes
Decrease in inventories

Decrease in trade and other receivables
[ncrease/(decrease) in trade and other payables
Decrease in provision for liabilities

Cash generated from/(used in) operations

Interest paid

Interest paid on lease liabilities

Tax paid

Net cash generated from/(used in) operating activities
Cash flows from investing activities

Purchase of equipment

Proceeds from disposal of equipment

Net cash generated from investing activities

Cash flows from financing activities

Payment of principal portion of the lease liability
(Repayments of)/proceeds from borrowings

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at start of the year

Cash and cash equivalents at end of the year

Note

MG‘LU.E

e

2022 2021
KSh'000 KSh'000
(50,866) (34,691)
39,137 (4,285)
285 2,112

3,880 3,880
(4,871) a

3,780 2,535

378 843
(8.277) (29,606)

3,207 19,196
16,804 4,004

1,419 (19,925)
% (4,424)
13,153 (30,755)
(3,780) (2,535)

(378) (843)

(1,439) (1,623)

7,556 (35,756)
(52) -

4,871 ;

4,819 5
(4,536) (3,475)
(2,240) 1,054
(6,776) (2,421)

5,599 (38,177)
29,444 67,621
35,043 29 444




Eveready East Africa Ple
Financial statements
For the year ended 30th September 2022

NOTES
I. General information

Lveready East Africa Pl (the "company”) is domiciled in Kenya where it is incorporated under the Kenyan Companies
Act, 2015 as a private company limited by shares. The address of its registered office is Sameer Industrial Park,
Mombasa Road, P.O. Box 30429 - 00100, Nairobi, Kenya.

2. Material accounting policy information

The accounting policy information considered material in the preparation of these financial statements is set out below:

a) Basis of preparation

The financial statements are prepared on a basis other than that ol a going concern and in compliance with
[nternational Financial Reporting Standards (IFRS). They are presented in Kenya Shillings, which is also the
functional currency of the company (see (c) below), rounded to the nearest thousand (KSh'000).

The directors have wound up Flamingo Properties Uganda Limited (the "Subsidiary") due to the unprofitability of
its operations. The financial statements for the subsidiary have been prepared on a basis other than that of a going
concern.

The financial statements comprise profit and loss account, balance sheet (statement of financial position), statement
of changes in equity, and statement of cash flows. Income and expenses are recognised in profit or loss.
Transactions with the owners of the company in their capacity as owners are recognised in the statement of
changes in equity.

Measurement basis

The measurement basis used is the historical cost basis except where otherwise stated in the material accounting
policy information summarised below.

For those assets and liabilities measured at fair value, fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date. When
measuring the fair value of an asset or a liability, the company uses market observable data as far as possible. [f the
fair value of an asset or a liability is not directly observable, it is estimated by the company using valuation
techniques thal maximise the use of relevant observable inputs and minimisc the use of unobservable inputs (e.g.
by use of the market comparable approach that reflects recent transaction prices for similar items or discounted
cash flow analysis). [nputs used are consistent with the characteristics of the asset / liability that market participants
would take into account.

Fair values are categorised into three levels in a fair value hierarchy based on the degree to which the inputs to the
measurement are observable and the significance of the inputs to the fair value measurement in its entirety:

= Level U fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical
asscts or liabilities.

* Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level |
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

+ Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or
liability that are not based on observable market data (unobservable inputs).

Transfers between levels of the fair value hierarchy are recognised by the company at the end of the reporting
period during which the change occurred.
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NOTES (CONTINUED)

2, Material accounting policy information (continued)

b) New and revised standards

c)

i)

ii)

Adoption of new and revised standards

Three Amendments to standards became effective for the first time in the financial year beginning Ist October
2021 and have been adopted by the company. None of the Amendments has had an effect on the company's
financial statements.

[n addition, the Company has applied three Amendments to Standards early, These are:

Amendments to IAS 1 titled Disclosure of Accounting Policies (issued in February 2021)
The amendments require entities to disclose their material accounting policy information rather than their

significant accounting policies.

Amendments to IFRS 16 titled Covid-19-Related Rent Concessions Beyond 30th June 2021 (issued in
March 2021)

The previous amendment to [FRS 16 permitted the practical expedient to be applied only to reductions in lease
payments that did not extend beyond 30th June 2021. This amendment allows the practical expedient to be
applied to reductions in lease payments that do not extend beyond 30th June 2022.

Amendments to [AS 12 titled Deferred Tax Related to Assets and Liabilities arising from a Single
Transaction (issued in May 2021)

The amendments narrowed the scope of the recognition exemption in paragraphs 15 and 24 of IAS 12
(recognition exemption) so that it no longer applies to transactions that, on initial recognition, give rise to equal
taxable and deductible temporary differences.

The early application of these amendments has not had a material effect on the entity and therefore no prior
period adjustment has been required.

New and revised standards and interpretations which have been issued but are not yet effective

The company has not applied any of the new or revised Standards and Interpretations that have been published
but are not yet effective for the year beginning st October 2021, and the Directors do not plan to apply any of
them until they become effective. Note 25 lists all such new or revised standards and interpretations, with their
effective dates, none of which is expected to have a significant impact on the company's financial statements in
the period of initial application.

Translation of foreign currencies

On initial recognition, all transactions are recorded in the functional currency (the currency of the primary
economic environment in which each entity operates).

Transactions in foreign currencies during the year are converted into the functional currency using the exchange
rate prevailing at the transaction date. Monetary assets and liabilities at the balance sheet date denominated in
foreign currencies are translated into the functional currency using the exchange rate prevailing as at that date. The
resulting foreign exchange gains and losses from the settlement of such transactions and from year-end translation
are recognised on a net basis in profit or loss in the year in which they arise.
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NOTES (CONTINUED)

2. Material accounting policy information (continued)

d) Revenue recognition

)

Revenue represents the fair value of the consideration received or receivable for the sale of goods and services in
the course of the company's activities. It is recognised when it is probable that future economic benefits will flow
to the company and the amount of revenue can be measured reliably. [t is stated net of Value Added Tax, rebates
and trade discounts.

Revenue from sales of goods is recognised when the goods are delivered and title has passed.
Interest income is recognised on a time proportion basis using the effective interest method.
All other income earned by the company is recognised in the period in which it is earned.,

Borrowing costs

Borrowing costs, net of any temporary investment income on those borrowings, that are attributable to acquisition,
construction or production of a qualifying asset are capitalised as part of the asset. The net borrowing cost
capitalised is either the actual borrowing cost incurred on the amount borrowed specifically to finance the asset; or
in the case of general borrowings, the borrowing cost is determined using the overall weighted average cost of the
borrowings on all outstanding borrowings during the year less any specific borrowings directly attributable to the
asset and applying this rate to the borrowing attributable to the asset. Capitalisation of borrowing costs ceases
when all activities necessary to prepare the qualifying asset for its intended use or sale are complete. All other
borrowing costs are recognised in the profit or loss in the year in which they are incurred.

Income tax

Income tax expense is the aggregate amount charged/(credited) in respect of current tax and deferred tax in
determining the profit or loss for the year. Tax is recognised in profit or loss except when it relates to items
recognised in other comprehensive income, in which case it is also recognised in other comprehensive income, or
to items recognised directly in equity, in which case it is also recognised directly in equity.

Current tax

Current tax is the amount of income tax payable on the taxable profit for the year, and any adjustment to tax
payable in respect of prior years, determined in accordance with the Kenyan Income Tax Act.

Deferred income tax

Deferred tax is determined for all temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purposes, using tax rates and laws enacted or substantively enacted at
the balance sheet date and expected to apply when the asset is recovered or the liability is settled.

The measurement of deferred tax assets and liabilities reflects the tax consequences that would follow from the
manner in which the company expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets or liabilities.

Deferred tax liabilities are recognised for all taxable temporary differences except those arising on the initial
recognition of an asset or liability, other than through a business combination. that at the time of the transaction
altects neither the accounting nor taxable profit or loss.
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2. Material accounting policy information (continued)

g

h)

Delerred income tax (continued)

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available
against which temporary differences can be utilised. Recognised and unrecognised deferred tax assets are
reassessed at the end of each reporting period and, if appropriate, the recognised amount is adjusted to reflect the
extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered.

Share capital

Ordinary shares are recognised at par value and classified as 'share capital' in equity.

Dividends

Dividends on ordinary shares are recognised as a liability in the vear in which they are declared.

Financial instruments

Initial recognition

Financial instruments are recognised when, and only when. the company becomes a party to the contractual
provisions of the instrument. All financial assets are recognised initially using trade date accounting which is the
date the company commits itself to the purchase or sale.

Classification

The company classifies its financial instruments into the following categories:

i)

ii)

Financial assets that are held within a business model whose objective is to hold assets in order to collect
contractual cash flows, and for which the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding, are classified
and measured at amortised cost;

Financial assets that are held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets, and for which the contractual terms of the financial asset
give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding, are classified and measured at fair value through other comprehensive income.

iii) All other financial assets are classified and measured at fair value through profit or loss.

iv) Notwithstanding the above, the company may;:

v)

a) on initial recognition of an equity investment that is not held for trading, irrevocably elect to classify and
measure it at fair value through other comprehensive income.

b) on initial recognition of a debt instrument, irrevocably designate it as classified and measured at fair value
through profit or loss if doing so eliminates or signilicantly reduces a measurement or recognition
inconsistency.

Financial liabilities that are held for trading (including derivatives), financial guarantee contracts, or
commitments to provide a loan at a below-market interest rate are classified and measured at fair value
through profit ar loss. The company may also, on initial recognition, irrevocably designate a financial liability
as at fair value through profit or loss if doing so eliminates or significantly reduces a measurement or
recognition inconsistency.
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2

Material accounting policy information (continued)

i) Financial instruments (continued)

Classification {(continued)

vi) All other financial liabilities are classified and measured at amortised cost,

Financial instruments held during the year were classified as follows:
- Demand and term deposits with banking institutions, trade and other receivables were classified as at
amortised cost; and

- Borrowings and trade and other liabilities were classified as at amortised cost.

Initial measurement

On initial recognition:

i) Trade receivables are measured at their transaction price.

ii) All other categories of financial assets and financial liabilities are measured at the fair value plus or minus
transaction costs that are directly attributable to the acquisition or issue of the instrument.

Subsequent measurement

Financial assets and financial liabilities after initial recognition are measured either at amortised cost, at fair value
through other comprehensive income, or at fair value through profit or loss according to their classification.

[nterest income, dividend income, and exchange gains and losses on monetary items are recognised in profit or
loss.

Fair value is determined as set out in Note [(a). Amortised cosl is the amount at which the financial asset or
liability is measured on initial recognition minus principal repayments, plus or minus the cumulative amortisation
using the effective interest method of any difference between the initial amount and the maturity amount and, for
financial assets, adjusted for any loss allowance.

[mpairment

The company recognises a loss allowance for expected credit losses on debt instruments that are measured at
amortised cost or at fair value through other comprehensive income. The loss allowance is measured at an amount
equal to the lifetime expected credit losses for trade receivables and for financial instruments for which: (a) the
credit risk has increased significantly since initial recognition; or (b) there is observable evidence of impairment
(a credit-impaired financial asset). [f, at the reporting date, the credit risk on a financial asset other than a trade
receivable has not increased significantly since initial recognition, the loss allowance is measured for that financial
instrument at an amount equal to |2-month expected credit losses. All changes in the loss allowance are
recognised in profit or loss as impairment gains or losses.

Lifetime expected credit losses represent the expected credit losses that result from all possible default events aver
the expected life of a financial instrument. 12-maonth expected credit losses represent the portion of lifetime
expected credit losses that result from default events on a financial asset that are possible within 12 months after
the reporting date.
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2. Material accounting policy information (continued)

i)

i

k)

Financial instruments (continued)

Impairment (continued)

Expected credit losses are measured in a way that reflects an unbiased and probability-weighted amount
determined by evaluating a range of possible outcomes, the time value of money, and reasonable and supportable
information that is available without undue cost or eftort at the reporting date about past events, current conditions
and forecasts of future economic conditions.

Presentation:

All financial assets are classified as non-current except financial assets at fair value through profit or loss, those
with maturities of less than 12 months from the balance sheet date. those which the directors have the express
intention of holding for less than 12 months from the balance sheet date or those that are required to be sold to
raise operating capital, in which case they are classified as current assets.

All financial liabilities are classified as non-current except financial liabilities at fair value through profit or loss,
those expected to be settled in the company's narmal operating cycle, those payable or expected to be paid within
12 months of the balance sheet date and those which the company does not have an unconditional right to defer
settlement for at least 12 months after the balance sheet date.

Derecognition/write off

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or the
company has transferred substantially all risks and rewards of ownership.

Financial liabilities are derecognised only when the obligation specified in the contract is discharged or cancelled
or expires.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet only when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or
realise the asset and settle the liability simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average
method and includes all costs incurred in bringing the goods to their present location and condition but excludes
borrowing costs. Net realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Cash and cash equivalents

Cash and cash equivalents include cash in hand and demand and term deposits, with maturities of three months or
less from the date of acquisition, that are readily convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value, net of bank overdralis. In the balance sheet, bank overdrafis are included
as borrowings under current liabilities.
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2. Material accounting policy information (continued)

D

m)

n)

0)

Provisions for liabilities

Provisions are recognised when the company has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount of the obligation can be made.

Equipment

All categories of equipment are initially recognised at cost and subsequently carried at cost less accumulated
depreciation and accumulated impairment losses. Cost includes expenditure directly attributable to the acquisition
of the assets. Computer software. including the operating system, that is an integral part of the related hardware is
capitalised as part of the computer equipment.

Subsequent costs are included in the asset's carrying amount or recognised as a separate assel, as appropriate, only
when il is probable that it will increase the future economic benetfits associated with the item that will low to the
company over those originally assessed and the cost of the item can be measured reliably. Repairs and
maintenance expenses are charged to the profit and loss account in the year in which they are incurred.

Depreciation is calculated using the straight line method to write down the cost or the revalued amount of each
asset to its residual value over its estimated useful life.

Each part of an item of equipment with a cost that is significanl in relation to the total cost of the item, is
depreciated separately.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

Gains and losses on disposal of equipment are determined by reference to their carrying amount and are taken into
account in determining operating profit.

Impairment of non-financial assets

Non-financial assets that are carried at amortised cost are reviewed at the end of each reporting period for any
indication that an asset may be impaired. If any such indication exists, an impairment loss is recognised for the
amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's fair value less costs to sell and value in use.

Leases

Leases under which the company is the lessee

On the commencement date of each lease (excluding leases with a term, on commencement, of 12 months or less
and leases for which the underlying asset is of low value) the company recognises a right-of-use asset and a lease
liability.

The lease liability is measured at the present value of the lease payments that are not paid on that date. The lease
payments include fixed payments, variable payments that depend on an index or a rate, amounts expected to be
payable under residual value guarantees, and the exercise price of a purchase option if the company is reasonably
certain to exercise that option. The lease payments are discounted at the interest rate implicit in the lease. [f that
rate cannot be readily determined, the company's incremental borrowing rate is used,
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2. Material accounting policy information (continued)

o)

p)

Q)

Leases (continued)

For leases that contain non-lease components, the company allocates the consideration payable to the lease and non-
lease components based on their relative stand-alone components.

The right-of-use asset is initially measured at cost comprising the initial measurement of the lease liability, any
lease payments made on or before the commencement date, any initial direct costs incurred, and an estimate of the
costs of restoring the underlying asset to the condition required under the terms of the lease.

Subsequently the lease liability is measured at amortised cost, subject to remecasurement to reflect any
reassessment, lease modifications, or revised fixed lease payments.

Right-of-use assets are subsequently measured at cost less accumulated depreciation and any accumulated
impairment losses, adjusted for any remeasurement of the lease liability. Depreciation is calculated using the
straight-line method to write down the cost of each asset to its residual value over its estimated useful life. It
ownership of the underlying asset is not expected to pass to the Company at the end of the lease term. the estimated
useful life would not exceed the lease term.

For leases with a term, on commencement, of 12 months or less and leases for which the underlying asset is of low
value, the total lease payments are recognised in profit or loss on a straight-line basis over the lease period.

Short term employee benefits

The estimated monetary liability for employees' accrued annual leave entitlement at the balance sheet date is
recognised as an employment cost accrual.

Post-employment benefit obligations

The company operates a defined contribution retirement benefits plan for its employees, the assets of which are
held in a separate trustee administered scheme managed by an insurance company. A defined contribution plan is a
plan under which the company pays fixed contributions into a separate fund, and has no legal or constructive
obligation to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits
relating to employee service in the current or prior periods. The company's contributions are charged to the profit
and loss account in the year to which they relate.

The company and its employees also contribute to the National Social Security Fund (NSSF), a national defined

contribution scheme. Contributions are determined by local statute and the company's contributions are charged to
the profit and loss account in the year to which they relate.
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3. Significant judgements and key sources of estimation uncertainty

In the process of applying the accounting policies adopted by the company, the directors make certain judgements and
estimates that may affect the amounts recognised in the financial statements. Such judgements and estimates are based
on historical experience and other factors, including expectations of future events that are believed to be reasonable
under the current circumstances. However, actual results may differ from those estimates. The judgements and
estimates are reviewed at each financial reporting date to ensurc that they are still reasonable under the prevailing
circumstances based on the information available, and any revisions to such judgements and estimates are recognised in
the year in which the revision is made.

a) Significant judgements made in applying the company's accounting policies

The judgements made by the directors in the process of applying the company's accounting policies that have the

most significant effect on the amounts recognised in the financial statements include:

i) Whether it is probable that future taxable profits will be available against which temporary differences can be
utilised (see Note 16); and

i) Classification of financial assets: whether the business model in which Financial assets are held has as its
objective the holding of such assets to collect contractual cash flows or to both collect contractual cash Fows
and sell the assets; and whether the contractual terms of financial assets give rise on specified dates to cash
tlows that are solely payments of principal and interest; and

b) Key sources of estimation uncertainty

Key assumptions made about the future and other sources of estimation uncertainty that have a significant risk of
causing a material adjustment to the carrying amount of assets and liabilities within the next financial year include:

i) Income taxes
Estimates made in determining the income tax expense for transactions for which the ultimate determination of
the income tax expense is uncertain in the ordinary course of business.

i} Impairment losses
Estimates made in determining the impairment losses on receivables. Such estimates include the determination
of the net realisable value or the recoverable amount of the asset. The movement on the impairment provision is
set out in Note 18.

iii) Net realisable value of inventory
Estimates made in determining the net realizable value of inventory. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses and includes
estimated selling price on products bundled as part of a sales promotion.
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4. Nature and extent of risks arising from financial instruments

a) Financial risk management

The company's activities expose it to a variety of financial risks including credit, liquidity and market risks. The
company's overall risk management policies are set out by the board and implemented by the management, and
focus on the unpredictability of changes in the business environment and seek to minimise the potential adverse
effects of such risks on the company's performance by setting acceptable levels of risk. The company does not
hedge against any risks.

Credit risk and expected credit losses

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation. Credit risk mainly arises from financial assets, and is managed on a company -wide
Credit risk on financial assets with banking institutions is managed by dealing with institutions with good credit
ratings and placing limits on deposits that can be held with each institution. The company carries out its own

assessment of credit risk before investing in corporate bonds, and updates such assessments at each reporting date.

Credit risk on trade receivables is managed by ensuring that credit is extended to customers with an established
credit history. The credit history is determined by taking into account the financial position, past experience and
other relevant factors. Credit is managed by setting the credit limit and the credit period for each customer. The
utilisation of the credit limits and the credit period is monitored by management on a monthly basis.

In assessing whether the credit risk on a financial asset has increased significantly, the company compares the risk
of default occurring on the financial asset as at the reporting date with the risk of default occurring on that financial
asset as at the date of initial recognition. In doing so, the company considers reasonable and supportable
information that is indicative of significant increases in credit risk since initial recognition and that is available
without undue cost or effort. There is a rebuttable assumption that the credit risk on a financial asset has increased
significantly since initial recognition when contractual payments are more than 30 days past due.

For these purpose default is defined as having occurred il the debtor is in breach of contractual obligations, or if
information is available internally or externally that suggests that the debtor is unlikely to be able to meet its
obligations. However, there is a rebuttable assumption that that default does nol occur later than when a financial
asset is 90 days past due.

If the company does not have reasonable and supportable information to identify significant increases in credit risk
and/or to measure lifetime credit losses when there has been a significant increase in credit risk on an individual
instrument basis, lifetime expected credit losses are recognised on a collective basis. For such purposes, the
Company companys financial assets on the basis of shared credit risk characteristics, such as:

- type of instrument

- industry in which the debtor operates

- nature of collateral.

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred. Evidence that a financial asset is credit impaired include observable
data about the following events:

- significant financial difficulty of the debtor

- a breach of contract

- it is probable that the debtor will enter bankrupltcy

- the disappearance of an active market for the financial asset because of financial difficulties.
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4. Nature and extent of risks arising from financial instruments (continued)

a) Financial risk management (continued)

i) Credit risk and expected credit losses (continued)

The gross carrying amount of financial assets with exposure to credit risk at the balance sheet date was as follows:
Basis for measurement of loss allowance

Lifetime expected credit losses (see note

below)
12- months
expected

credit losses (a) (b) (e) Totals
At 30th September 2022 KSh'000 KSh'000 KSh'000 KSh'000 KSh'000
Trade receivables - - 176,298 6,293 182,591
Other receivables 13,994 - 15,038 - 29,032
Cash al bank 64,243 - = - 64,243
Gross carrying amount 78.237 E 191,336 6,293 275,866
L.oss allowance - - (191,336) - (191,336)
Exposure to credit risk 78,237 2 = 6,293 84,530
At 30th September 2021
Trade receivables s - 179,091 26,462 205,553
Other receivables 14,955 - 15,038 - 29,993
Related company receivable - - 53,102 - 53.102
Cash at bank 59,444 - - = 59,444
Gross carrying amount 74,399 B 247,231 26,462 348,092
Loss allowance - - (247,231) (4,902) (252,133)
Exposure to credit risk 74,399 v . 21,560 95,959

Financial assets for which the loss allowance has been measured at an amount equal to lifetime expected credit
losses have been analysed above based on their eredit risk ratings as follows:

a) financial assets for which credit risk has increased significantly since initial recognition but that are not credit
impaired;

b) financial assets that are credit impaired at the balance sheet date; and

c) trade receivables, contract assets and lease receivables for which the loss allowance is always measured al an
amount equal to lifetime expected credit losses, based, as a practical expedient, on provision matrices.

The loss allowances at the end of each year relate to the trade receivables, staff reccivables and related company
receivable.

The company does not hold any collateral against the past due or impaired receivables. The management continues
to actively follow up past due receivables.

No provision for expected credit losses was recognised on other receivables, cash in hand, financial assets and short
term deposils since it was not considered material.
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5. Nature and extent of risks arising from financial instruments (continued)

a) Financial risk management (continued)

i) Credit risk and expected credit losses (continued)

The age analysis of the trade receivables at the end of each year was as follows:

Not past 30 to 90 90 to 120 Over 120 Total
KSh'000 KSh'000 KSh'000 KSh'000 KSh'000
At 30th September 2022 2,040 5,973 761 173,817 182,591
At 30th September 2021 9.518 15,739 831 179,465 205,553
The changes in the loss allowance during the year were as follows:
Year ended 30th September 2022 Basis for measurement of loss
[2-month  Lifetime expected credit losses (see note
expected (a) (b) (c) Total
KSh'000 KSh'000 KSh'000 KSh'000 KSh'000
Al start of year - - 247,231 4,902 252,153
Changes arising from receivables
originating during the year - - (55,893) (4,902) (60,797)
Atend of year - - 191,336 - 191,336
Year ended 30th September 2021
At start of year = = 251,337 3,929 255,266
Changes arising from receivables
originating during the year - - (4,106) 973 (3,133
Atend of year - - 247,231 4,902 252,133

ii) Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty in meeting obligations associated with financial
liabilities. The board has developed a risk management framework for the management of the company's short,
medium and long-term liquidity requirements thereby ensuring that all financial liabilities are settled as they fall due.
The company manages liquidity risk by continuously reviewing forecasts and actual cash flows, and may consider
banking facilities for future and likely shortfalls in the cash fAows.

The table below summarises the maturity analysis for the [inancial liabilities to their remaining contractual maturities:

Less than Between Between Over
one month  1-3 months 3-12 months 1 year Total
KSh'000 KSh'000 KSh'000 KSh'000 KSh
At 30th September 2022
Trade payables 42,587 - - - 42,587
Other payables and accrued expenses 31,644 - - - 31,644
Dividend payable 36.944 - - - 36,944
Borrowings 29,200 2,016 - - 31.216
140,375 2,016 3 - 142,391
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4. Nature and extent of risks arising from financial instruments (continued)

a) Financial risk management (continued)

ii) Liquidity risk (continued)

Less than Between Between Over
one month  1-3 months 3-12 months 1 year Total
KSh'000 KSh'000 KSh'000 KSh'000 KSh
At 30th September 2021

Trade payables 40,480 - - - 40,480
Other payables and accrued expenses 32:115 - - - 2 0is
Dividend payable 37,161 2 - - 37.161
Borrowings 30,000 4,256 - - 34,256
139,756 4,256 - - 144,012

iii) Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will Huctuate because of
changes in market price and comprises three types of risks: currency risk, interest rate risk and other price risk.

Interest rate risk

The company is exposed to cash flow interest rate risk on its variable rate borrowings because of changes in
market interest rates. The company manages this exposure by maintaining an interest cover ratio, which is the
extent to which the gross margin is available to service borrowing costs. Management consider that a change in
interest rates of 1% in the year ending 30th September 2023 is reasonably possible. If the interest rates on the
company's borrowings at the year-end were to increase/decrease by 1%, with all other factors remaining constant,
the post-tax profit would be lower/higher by KSh 219,000 (2021: KSh 240,000) respectively.

Currency risk

Currency risk arises on financial instruments thal are denominated in foreign currencies. The company has cash
at bank, trade payables and borrowings which are denominated in foreign currencies,

2022 2021
USss US$
KSh' 000 KSh' 000
Cash at bank - 8
Trade payables (298) (298)
Advance payments to suppliers - 588
Net exposure (298) 298

Management consider that an appreciation of the United States Dollar against the Kenya Shilling of between 5%
and 10% in the year ending 30th September 2023 is reasonably possible. [f the foreign currencies were to
appreciate/depreciate against the Kenya Shilling by 10% with all other factors remaining constant, the post tax
profit would be lower/higher by KSh 21,000 (2021: KSh 21,000).
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4,

Nature and extent of risks arising from financial instruments (continued)

b) Capital management

The company's objective in managing its capital is to ensure that it supports the development of its business and
is able to continue as a going concern, while at the same time maximise the return to its shareholders. The

Company is required to have shareholders' funds of at least KSh 100 million.

The board of directors reviews the capital structure on a quarterly basis. As part of this review, the board
considers the cost of capital. Based on the review, the board considers, analyses and assesses the gearing ratio to
determine the appropriate levels. This ratio is calculated as net debt divided by total shareholders' funds and net
debt. Net debt is calculated as total borrowings less cash and cash equivalents. Except for insurance premium

financing and bank overdraft the company had no other external debt at the end of the year,

The gearing ratio at the year-end was as follows:

2022 2021
KSh'000 KSh'000
Shareholders' funds (44,566) 6,300
Total borrowings, including lease liabilities 31,216 38,792
Less: cash and cash equivalents (64,243) (59,444)
Net debt (33,027) (20,652)
Gearing Nil Nil
2022 2021
Sales KSh'000 KSh'000
Sale of purchased goods 82,624 89,816
Other income
[nterest income 5,196 4,943
Miscellaneous income 12,540 5,457
Gain on disposal of equipment 4,871 -
22,607 10,400
Impairment of assets
Change in provision for expected credit losses
Trade receivables 7.695 3,133
7,695 3,133
Finance costs
Interest on lease liability 378 243
Interest expense - loans 3,780 2,535
4,158 3,378
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9. Loss before tax 2022 2021
KSh'000 KSh'000
(a) [tems charged
The following items have been charged in arriving at loss before tax:
[nventories expensed 59,595 68,696
Employee benefits expense (Note 9(b)) 28,965 33,307
Depreciation of right-of-use asset 3,880 3.880
Depreciation of equipment 285 2,112
(b) Employee benefits expense
The following items are included in employee benefits expense:
Wages and salaries 28,589 34,667
Retirement benefit costs:
- Defined contribution scheme 305 568
- National Social Security Fund (NSSF) 71 72
28,965 35,307
The average number of persons employed during the year, by category, were:
2022 2021
Number Number
Sales and distribution 20 23
Management and administration 14 15
34 38
10. Tax expense/(income) 2022 2021
KSh'000 KSh'000
Current income tax 1,559 1,421
Deferred tax expense relating to the origination and reversal of temporary
differences (Note 16) 37,578 641
Deferred tax (income)/expense relating to change in tax rate (Note 16) - (6,347)
Tax expense/(income) 39,137 (4,285)
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10. Tax expense/(income) (continued) 2022 2021
KSh'000 KSh'000
The tax on the company's loss before tax differs from the theoretical amount
that would arise using the statutory income tax rate as follows:
Loss before tax (11,729) (38,976)
Tax calculated at a tax rate of 30% (2021: 25%/30%) (3.519) (11,206)
Tax effect of:
Change in tax rate - (6.347)
Deferred tax assel not recognised 42,262 14,132
Expenses not deductible for tax purposes 394 408
Income not subject tax - (1,272)
Tax expense/(income) 39,137 (4,285)

L.

12.

Earnings per share

Loss per share is calculated by dividing the loss for the year attributable to shareholders by the number of ordinary
shares in issue during the year.

2022 2021
Loss for the year (KSh' 000) (50,866) (34,691)
Number of ordinary shares (thousands) - Note 12 210,000 210,000
Loss per share - basic and diluted (KSh) (0.24) (0.17)

There were no potentially dilutive shares outstanding at either 30th September 2022 or 30th September 2021.

No. of Issued and paid
Share capital shares '000 up capital
KSh'000
Ordinary shares
At Ist October 2020 and 30th September 2021 210,000 210,000
At 1st October 2021 and 30th September 2022 210,000 210,000

The total number of authorised ordinary shares is 210,000,000 (2021: 210,000,000) with a par value of KSh | each.
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13. Lease liabilities 2022 2021
KSh'000 KSh'000
Current - 3,839
Non-current - 697
- 4,536
The total cash outflow for leases in the year was:
Payments of principal portion of the lease liability 4,536 3.475
Interest paid on lease liabilities 378 843
4,914 4,318

For more information on the nature of the leases entered into and the related right-of-use assets, see Note 14,

. Right-of use assets

Buildings
2022 2021
KSh'000 KSh'000
At start of year 3.879 3,879
Additions - 3,880
Depreciation charge (3,879) (3,880)
Atend of year - 3,879

The right-of-use asset relates to leased warehouses. The current lease for the warehouse is for 4.8 years and expires on
31st October 2022. The lease does not contain any restrictions or covenants other than the protective rights of the
lessor and does not carry a residual value guarantce.

For information on the related lease liabilities, sec Note 13.
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15. Equipment

At Lst October 2020
Cost
Accumulated depreciation

Net carrying amount

Year ended 30th September 2021
Opening carrying amount
Depreciation charge

Closing carrying amount

At 30th September 2021
Cost
Accumulated depreciation and impairment

Net carrying amount

Year ended 30th September 2022

Opening carrying amount

Additions

Cost eliminated on disposal

Accumulated depreciation eliminated on disposal
Depreciation charge

Closing carrying amount

At 30th September 2022
Cost
Accumulated depreciation and impairment

Net carrying amount

Fully depreciated assets still used had a cost of KSh 44,852,000 (2021: KSh 49,959,000).

Furniture Motor
and fixtures Computers vehicles Total

KSh'000 KSh'000 KSh'000 KSh'000
18,485 13,280 19,594 51,359
(16,435) (11,850) (19,569) (47,854)
2,050 1,430 25 3,505
2,050 1,430 25 3,505
(796) (1,291) (25) (2,112)
1,254 139 - 1,393
18,485 13,280 19,594 51,359
(17,231) (13,141) (19,594) (49,966)
1,254 139 - 1,393
1,254 139 - 1,393

- 52 - 32

- - (14,564) (14,564)

- - 14,564 14,564
(797) 512 - (285)

457 703 - 1,160
18,485 13,332 5,030 36,847
(18,028) (12,629) (5,030) (35,687)
457 703 - 1,160

Depreciation is calculated using the straight line method to write down the cost of each asset to its residual value over
its estimated useful life using the following annual rates:

Furniture and fixtures
Computers
Motor vehicles
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16. Deferred income tax

17.

Deferred income tax is calculated using the enacted tax rate of 30% (2021: 30%).

Deferred tax assets/(liabilities), and the deferred tax (charge)/credit in the profit and loss account are attributable to the

following items:

Year ended 30th September 2022

Deferred tax asset

Tax losses

Provision for staff leave
Provision for bad debts
Equipment

Right-of-use assets

Lease liability

Provision for obsolete inventory

Valuation allowance

Net deferred tax asset

Year ended 30th September 2021

Deferred tax asset

Tax losses

Provision for staft leave
Provision for bad debts
Provision for obsolete inventory
Right-of-use assets

Lease liability

Equipment

Deferred tax asset not recognized on tax losses

Net deferred tax asset

Effect of Credited/
Atstartof  changeintax (charged) to At end of
year rate profit or loss year
KSh'000 KSh'000 KSh'000 KSh'000
316,784 - 8,330 325,114
305 = (80) 225
25,880 = (2,309) 23.571
7,248 - (4,016) 3.232
(1,164) - 1,164 -
1,361 - (1,361) -
3,948 - 2,956 6,904
354,362 - 4,684 359,046
(316,784) - (42,262) (359,046)
37,578 = (37,578) -
Effect of Credited/
Atstartof  changeintax (charged) to Atend of
year rate profit or loss year
KSh'000 KSh'000 KSh'000 KSh'000
251,698 50,954 14,132 316,784
585 101 (381) 305
22,350 4,431 (901) 25,880
3,241 650 57 3,948
(1,940) (339) IL115 (1,164)
2,003 357 (999) 1,361
5,633 1,147 468 7,248
283,570 57,301 13,491 354,362
(251,698) (50,954) (14,132) (316,784)
31,872 6,347 (641) 37,578

Under the Kenyan Income Tax Act, with effect from | July 2021, the tax losses can be carried forward indefinitely.

Inventories

Finished goods
Less: provision for impairment

2022 2021
KSh' 000 KSh' 000
38,667 43,019
(23,015) (24,160)
13,652 18,859
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18.

19.

20.

2022 2021
Trade and other receivables KSh' 000 KSh' 000
Trade receivables (Note 22(iii)) 182,591 205,353
Less: Provision for impairment losses (176,298) (183,993)
6,293 21,560
Other receivables 18,902 18,034
Less: Provision for impairment losses (15,038) (15,038)
Receivable from related parties - 53,102
Less: Provision for impairment losses - (53,102)
Value Added Tax recoverable 10,130 11,939
Prepayments 949 1,525
21,236 38,040
The movement on the provision for impairment losses for trade receivables and
receivables from related parties is as follows:
At 1st October 252,133 255,266
Net decrease charged to profit or loss (60,797) (3,133)
At 30th September 191,336 252,133
Cash at bank and in hand
Cash at bank and in hand 471 1,118
Short-term bank deposits 63,772 58,326
64,243 39,444
For the purposes of the statement of cash flows, cash and cash equivalents
comprise the following:
Cash and bank balance 471 1,118
Short-term bank deposits 63,772 58,326
Bank overdraft (Note 21) (29,200) (30,000)
35,043 29,444
Trade and other payables
Trade payables (Note 22(ii1)) 42,587 40,480
Accruals 23,943 23,406
Dividend payable 36,944 37,161
Payable to directors (Note 22 (iii)) 7,701 6,709
111,175 109,736
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2022 2021
23. Contingencies KSh'000 KSh'000
Bank puarantecs 7,700 7,700

24.

In August 2021, the company received a demand notice for an amount of KSh 61.7 million by the Kenya Revenue
Authority (KRA) for principal tax, penalties and interest on outstanding income tax - corporate, VAT, withholding tax
and PAYE for the period starting December 2013 to February 2021. The company is currently engaged with KRA
with the necessary reconciliation and supporting documents to object to the demand.

Going concern

During the year ended 30th September 2022, the Company made a loss of KSh 50,866,000, (2021: KSh 34,691,000)
and as at that date, the company's current liabilities exceeded current assets by KSh 45,726,000 (2021: KSh
35,853,000). The financial statements have been prepared on a going concern basis on the assumption that the
turnaround strategies adopted by the directors will be effective.

The company on 20th April 2023 received a notice from a strategic investor who upon acquisition of the majority
stake in the Company will:
a) put in place measures to improve the Company’s financial performance while leveraging on the strong household
brand and long-term heritage.
b) leverage on its networks to assist the Company in rolling out a turnaround strategy and support the future growth;
c) strengthen capacity to fund investment required to support future growth of the company; and
d) introduce diversification in the Company’s product lines including oil and gas sectors so as to improve the
financial stability while maximizing the shareholders’ value going forward.

25. New and revised standards and interpretations which have been issued but are not yet effective

The company has not applied the following new and revised standards and interpretations that have been published
but are not yet effective for the year beginning st October 2021.

Amendments to [AS 37 titled Onerous Contracts - Cost of Fulfilling 2 Contract (issued in May 2020)

The amendments clarify that for the purpose of assessing whether a contract is onerous, the cost of fulfilling the
contract includes both the incremental costs of fulfilling that contract and an allocation of other costs thal relate
directly to fulfilling contracts. They are effective for contracts for which an entity has not yet fulfilled all its
obligations on or after 1 January 2022.

Amendments to IAS 16 titled Property, Plant and Equipment: Proceeds before [ntended Use (issued in
May 2020)

The amendments, applicable to annual periods beginning on or after | January 2022, prohibit a company from
deducting from the cost of property, plant and equipment amounts received from selling items produced while the
company is preparing an asset for its intended use. Instead, an entity will recognise such sales proceeds and
related cost in profit or loss.

Lad
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25. New and revised standards and interpretations which have been issued but are not yet effective (continued)

Amendment to IFRS [ titled Subsidiary as a First-time Adopter (issued in May 2020 as part of the
Annual Improvements to IFRS Standards 2018-2020)

The amendment, applicable to annual periods beginning on or afier | January 2022, provides a subsidiary that
becomes a firsi-time adopter later than its parent with an exemption relating to the measurement of its assets and
liabilities. The exemption does not apply to components of equity.

Amendment fo IFRS 9 titled Fees in the ‘10 per cent’ Test for Derecognition of Financial Liabilities
(issued in May 2020 as part of the Annual Improvements to [FRS Standards 2018-2020)

The amendment, applicable to annual periods beginning on or after | January 2022, to [FRS 9 clarifics the fees
that an entity includes when assessing whether the terms of a new or modified financial liability are substantially
different from the terms of the original financial liability.

Amendment to IAS 41 titled Taxation in Fair Value Measurements (issued in May 2020 as part of the
Annual Improvements to IFRS Standards 2018-2020)

The amendment, applicable to annual periods beginning on or after | January 2022, to [AS 41 removed the
requirement to exclude taxation cash flows when measuring fair value. This amendment aligned the
requirements in [AS 41 on fair value measurement with those in other IFRS Standards.

IFRS 17 fnsurance Contracts (issued in May 2017)

The new standard, effective for annual periods beginning on or after Ist January 2023, establishes principles for
the recognition, measurement, presentation and disclosure of insurance contracts issued. It also requires similar
principles to be applied to reinsurance contracts held and investment contracts with discretionary participation
features issued. The objective is to ensure that entilies provide relevant information in a way that faithfully
represents those contracts. The University does not issue insurance contracts.

Amendments to IAS | titled Classification of Liabilities as Current or Non-current (issued in January
2020)

The amendments, applicable to annual periods beginning on or after 1 January 2023, clarify a criterion in IAS |
for classifying a liability as nen-current: the requirement for an entity to have the right to defer settlement of the
liability for at |east 12 months after the reporting period.

Amendments to [FRS 10 and [AS 28 titled Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture (issued in September 2014)

The amendments, applicable from a date yel to be determined, address a current conflict between the two
standards and clarify that a gain or loss should be recognised fully when the transaction involves a business,
and partially if it involves assets that do not constitute a business,
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1. SELLING AND DISTRIBUTION EXPENSES

Salaries and wages
Staff other costs

Rent and rates

Vehicle running costs
Travel

Transport
Miscellaneous expenses
Postage and telephone
Printing and stationery
Security

Insurance

Distributors incentives
Advertisement and sales

Total selling and distribution expenses

2. ADMINISTRATIVE EXPENSES

Employment:

Salaries and wages

Staff welfare costs

National Social Security Fund (NSSF)
Defined contribution scheme

Total employment costs

Other administration expenses:

Directors remuneration
Postage, telephone and email
Printing and stationery
Travel
Audit fees

- Current year
Vehicle running expenses
Legal and professional fees

- Current year

- Overprovision in prior year
Bank charges and commissions
Subscription
Office expenses
Shareholders' services
Foreign exchange loss on trade payables
Miscellaneous expenses

Total other administration expenses

Total administrative expenses

Appendix [

2022 2021

KSh'000 KSh'000
2,643 2,928
14 48
151 690
3,100 3,293
370 517
357 243
210 213

. 5
11 165
240 241
626 970
142 133
81 909
8,045 10,355
25,946 31,739
21 24
71 72
305 568
26,343 32,403
2,230 3.868
3,312 3.238
527 670
793 548
750 750
2,928 4,097
2,664 2,967
. (2,400)
754 722
19 62
110 18
2,947 4,524
179 345
3,948 595
21,161 20,104
47,504 52,507
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3. ESTABLISHMENT EXPENSES

Establishment:

Insurance

Licences

Depreciation of right-of-use asset
Depreciation of equipment

Total establishment expenses

Appendix II

2022 2021
KSh'000 KSh'000
1,144 1,361
44 36
3,880 3,880
285 2,112
5,353 7,389




