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S TA M FO R D STAMFORD CORPORATE SERVICES LLP
Graund Finor. West Wing, ICEA Lpn Centre

CORPORATE SERVICES

www bowmanslaw.com

Our Reference:  Cosec Your Reference: TBA
Direct Line: +254 20 289 9000 Date; 28" October 2022
Email Address: stamford@bowmanslaw.com

ALISON LR
Hiny
SLINUVW Tviidyg

Wycliffe Shamiah

Chief Executive Officer
Capital Markets Authority
3< Floor Embankment Plaza
NAIROBI

Dear Sir,

RE: UNGA GROUP PLC — GROUP FINANCIAL RESULTS FOR THE YEAR ENDED 30 JUNE 2022

The above subject matter refers.

The Board of Directars of Unga Group Plc have approved the financial statements for the year ended 30
June 2022. In this regard and pursuant to the regquirement to file the fully signed Financial Statements
together with the Corporate Governance Self-assessment Report, please find enclosed:

1. Audited Financial Statements for the year ended 30 June 2022

2. The self-assessment Report made up as at 30 June 2022

Yours sincerely,

() M nden

Winnie Jumba
Company Secretary — Unga Group Plc

Partners WHN Jumba | KK Madndd | CE Kigetn | BT St Hiveney | PV Shat
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CORPORATE GOVERNANCE REPORTING TEMPLATE FOR ISSUERS OF SECURITIES TO THE PUBLIC
TG BE FILLED IN LIME 'WITH THE REQUIREMENTS OFTHE CODE OF CORPORATE GOVERNANCE PRACTICES FOR ISSUERS OF SECURITIES TO THE PUBLIC. 2015
Company Name (i full]

Uniga Growp Plc Company market ta book ratio at end of financial yeat
Reviewser's Name Noof outstanding shares at end of financial year
Closing price of stock 3t end of financial year
Stock Code UNGA Net sales as per Income Statement at end of financial year
Sector: MANUFUCTURING & ALLIED Net profit a5 per Income Statement at end of financial year
Year - 2022 Total debt (short and long term) as per Balance Sheet st end of financlal year
Date of Finenclal Year fnd 30 JUNE 2022 Tetal equrty as per Balance Sheet at end of financial yea
Total io of Board members at end of financial yvear
Dutnagrs oy
Chairmean Signature Tl (Toofon Mo of independent difectars at end of financial year

e b o

No af non-executive directors at end of financial year

Company Details to be Provided:

034

75,706,986 ordinary shares of Kshs 5/- each
Ksha 30.40

Ksha 18,032,334,000/-

Kshs 331,361,000/

Kshs 493,084,000/

Kshs 10,287,650,000/-

10 substantive directors

4

‘apply or Part No. Cuestion

Apglication - FA, PA or NA - See Notes 1, 2.
364 Application or Explanation - Note 3 & 4

Source of Information
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+ The Board issues @ Governance Statement which is published in the

The 2023 Annual In

tegrated Annual Report and

miegrated Annual Report Th nar € the-
Haard functions and pelicies that are documented in governance
statements.

« The Board Charter sets out a statement confirming the respansiility
of Board members to apply policies and
procedures in the oversight the Company s This ed
in the preamibile of the Board Charter, which autiines the Importance of

porate g . Ad iy, the of Purpose
contained in the Soard Charter, “The Board of Directors of Unga Group
4 the body charged with the responsibility of ensuring that the
in @ sound manner that fosters increased business

within an 0t of good !
the of the Board for th of good
1 palices and p :

Sections 3

Board Charter. Preambie.
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Does the Company strategy promate sustainabdity of the Company?

236

|F&

strategy through 3 Mananging dir=ctor whe is responsible 10 the board
The Company’s strategy & d on £ i | and
Social agendas which are mtended to promaote th Il I
of the Company

The Strategy runs in cycles of 5 years and is monitored routinely
thraugh KPL setting and milestones and presented 1o the Board with
£ from the Board In; went and wans Ci

An annual strategy session |s conducted ta facus on strategy review and
mmplementation.

The Company has emoraced the PaTaMu philosophy which = 8-
continual Improvement strategy founded on Kazen principles. The 2
‘piliars are Total Productive Mai w, Total Flow M;

Tatal Quality Management. Safety Heaith and Environment,

The Board approved a Sustainability Policy during the vear.

i

|The Board is is responsible for ensuring optimum balance between the | The 2022 Integrated Annual Report and Financial
h of short term objy with long term sustanabilty and Statements

[
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Has |h mmm- pnly 1o ensare the achievament of diversity ncluding age, race
|and gender] in Ity compotition

213,2.33,005251

s, the Board has published an annexure to the BNRC Terms of

et 10 #nsure the ach of diversity in s compowtion 1t

provides that in the appentment of a Director, the Board shall be
guided by the following pillars—

a) The Company s Strategy,

b Gualifications;

] Dversity;

d] Successian Planning,

l d of Board
1] Hegulatory Hequirements; and

&} Intetests in serving on the Board,

Annexure 1o the BNAC Terms of Reference, Minutes of
the Human Resources Committes
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he Tollowing procedures to ervure the  |Baard charter Section 517, Board and BNAC minutes,

Board L

Duﬁlh!hiuepui:inudpmcadum' lly assess the 2 ¢ T ] * The Beard has put in place 1
mdependent Board rmemben? f indeg

* The Brard Charter has provided the criteria for an midependent
diractor in the Company

= The Dyrectors executn an annual self-declaration ndegendence form
at the bagmning of the year

# Any conflict of interess arming during the year i declared at eviery
Board or Board Committee mesting, _

* The annual governance sudit tests the independence of Directars

'+ The BNRL teviews Board succession ai # standing agenda item.
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e ures to allow s -cxenoruiwml. accurate and f . _ I The Board has poficy and procedures that allow its directors to access
i ion and p lonal advice? independent finuncial, legal and other | advice. The key C Tols
avenues foraccess 1o information are. Reports included in the Board Papers

* Provision of detailed Board pacis.

+ £-Board system (Baard Vantage) which aka archves Board packs
* Presentations at Board meetings.

+ Access 10 the Management team

* L-mait circulation an material alerts

+ heress to professional advice and esperts.




Dt B [ BN 115 A actfe s e ol

Aotk

Has the Board adopted policies and pr
emiranrental and social ks and mwes |

| 232,236

The Preamble to the Board Charter is cognisant of the need for the
(Company to be aware of the impact of ity environmental and 1ocietal
interests on its reputation and long term success The Company's

that are P I the Company's Annual
Aeport.

Preamble to the Board Charter

Hn the Board developed an annual work plan 1o guide ity actovities 7

2:6:3

Fa

The Board hat prepared an Annial work plan bo gude the Board's
activitles

The Board annual work plan

(LA

| w0
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wpplbeet a formal induction program for in-coming members int Board Chartar Section § 1 8. Board induction toal fram
the Company Secretary and the induction program by
tan agemamt
AorE 825 |DoBosd b E pong e traimmg 10 the evtent of 1 |2.7.3 - A [ undergn atieat 12 hours board develo Board Chartes Section S 1 &
houts per veee ! 3 Uhat touch L brunanersa
rriks, andl drry Gther mattaers that are of arterest = the seecution of
thesis robe

The Darecton aivo purssed nelevant Tranngs mdepondently
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AorE 836 |Hasthe Board setup an Ham & of sssigned to another Board [252 [ The Board fas set up & Board Namination and Remuneration Board Nomination and Remuneration Cammittes

the ility o on of of directors ¥ Lemmittes |BNRC), TO#s, Hemuneration policy,
Board Charter Section 5.5 (b)

| Thee Committee annually redesws the remunetation of the nan-esecutve

directors and makes the appropriate recommendation to the Board on

whether Lo maintam the remuneration as s of 1o vary ! accordingly.

The compentation wcale o reviewed every three years

B30 Hnlh_a Buﬂ lul_l‘l the Company to an annual governance lh? [The Gavernance Audit far the year ended 30th June 2071 was

randucted

Governance Audit Report 2021

w

-
| &}
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Ca  |Arr mmonty and formgn vharshokdens holding the wame chass of thares treated equitably © (8 Fa Al whareholders hold ondmany shares shach rank pam padss The Company + Artxles of Assocation
Sharehalders are Ueated squally. information a dasemingted Lo sl
a1 the same ti has priority
C5 s there evidence that the Board Iy provdes mi harehalders and the 111341 A Pﬂﬂnwﬂuﬂuﬂmhﬂﬂhhmﬂumdndwm_ The € ‘v webnite and mat e

media, (and in & limely havi | on corporate atfar and corporate governance?

fo inform sh iders and the public of the C 't

performance; the Company' s website o continuously updated with
information on the Company; share regstrar and Company secretary
are alwayy ivailable to respond to any guestions that are (ased

411 The Board has s and hip | Bosrd Charter Sections & 7 3, integrated Annual Report

Aar

AorE

ni

Does the Board have & vlakeholdernclusive approach in 85 practce of corporate gavemance

aheritifies its vaeous stakeholders

[with each as indicated in the Board Charter The key
Inchude inter alla: the scrver /i b and Investon.

pieers & H and reguistory
trodsrs, ety bodees and empicyees

The Bosrd has taken The approach of Intereng 1o the Company's

wnd bearnang from them The Compary smploys & varety
{of informal and & gather and exchange st

with m 2 andd to talor i process 10wl eadh
[different stakeholder group The insghts that the Company ha gasmed
[through the michanges st led directly mio the Compamy’s decmon

hd pricrtiey
ol the Company,

|and Finanal

(¥

Ma the Bosrd i pohces, p dures and wes 1o manage relations with
different /ey viakeholder groups?

CRESLEERERHES]

How does the Board 1ake into account the interests of key stakeholder groups prior to making
decisions

The Company has i place the processm and procedures to addima the
with vasieus viakehol

Board Charter Sectiom 5 7.3
Supplies snd Customnr Contract/sgresments

The Board has 1aken the approach of listening to the Company's
stakeholders and learning fram them. The Company emplovs 2 variety
ol Informal and formal methods (o gather and exchange information
with its stakeholders, and 1o tadon its engagement procesd 1o wit mach
different stakeholder group, The insights that the Company has gained
thiough the eachanges are fed directly into the Company’s decition

making and nfarm the tegies and

Hoard Charter Sochons 4 14, 5.1.1/2, 5 7.3, 514 and
510
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[Does the Board esure that all deiiberation, decivons and @ tons are founded on the core
gy fawness and i L good
gowernance and witssabibity?

Fitaw dowes. that
ity Company Operatoni’

vith the Ethicy Code and Conduct it integrated

511

The Board conducts quarterly reviews on the actiities of management
(both tinancial snd non-financial] to ensure that 1 acts i accardance to
the tenets of good governanie

AN Board enembers I out conflict of interest dectarations

The foliowing hat been

land 1 to the C

* Adogtion of a Code of Ethiy & Conduct .

+ Ensuring that tha Denctors ugn the Annual Declaraton page of the
Code of Ethics & Conduet confirming their cammitment 1o adhers to
the Code

» Developmant of specitic pabices and procedures thal wpport the
[Code of (it & Conduxt and that prenade Turther gusdance to stalf
* Regular reveew of business processes to emure adherence 1o the
Code

. < and df setion whete l ches are

+ fegular reporing of sttics smitatees to the Board Audil & Sk
Cestrmiities

= Berry member of vtaff s (eguired 1o sgn theit consent (o abide by the
requirements of the Code by malang seference to the Code in the

‘s Iettee Whistle biowing hot line to report any
[1uapiciun umnthee al behaviour. '

™

e

(The Board ha put m place a robust ok That
i taken are tounded shlet belity, fawness  ethecs,
and thy for m the Board Charter and
within the brosder g ipokoiey,
3 at ey o wrsual wgns around the offce
pretae |

Charter, Section 5.11, Code of conduct

Hports,

Report
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4 |Dosithe Board i irute ethacal dnd rihz and opp i1 the risk 521 Fa The Board. ihrough & multi-dnciphnary team within the internal Audd | internal Auda Plan and Report, minutes of the Board
managemant process Dtsian, the withe rish that reviews 5| [Investments and Operations Commattes

righs facing the Cormpany. The top risks are discutsed in detall by the
Boef ord Audit & Bisk Commates The Company han aiso adopied PaTaMu
and Lauren praonophes

15 [Howiuihe C it ethary anvessed. itored and diclosed 1o internaiand|% 24,52 % fa The Board Audn & Risk Commitiee oblans quasterly updates on ethics |[Whistle blowing plattorm end employes survey
|eaternal viakehcldeny ! related mattery (ther program such & yurvrn on ethicsl collure e
conducted.

£6 |Matthe Company evlsblnhed and mnplemented 8 whitie blowing pobicy? 525 FA The T s pust im place B hprowde  |Whisthe Blowing Policy 5 publiahed on the webute
for the intemnal mechannmi for the effective recept and management
ol inf on a

Aarf Such avenues include a 1ol free hatline, emall and link. The framework

iy place and regular reports made to the Audit & Risk Committes

L7 [Has e Board/ o t palicws on corp hip and bilty (531,54 a The Board approved a Sustsinaliity Palcy during the veat and reviewsd |Sustanabiity Policy. Baard Charter Preamble
ahd strategies for Company use ' thee rew STrategic plan which i futuristic and faking inio sccount the
developeennts m LG
C C 2 andt F ity tated in Ihe Boant
Charter and acknawledged an having jmpact nol only on The Company 3
repitation, but aluo on thie lng tenm sucomss i ine with the
|governanie tramework '

Aorf The Board has aho ectured that the Compary has powtioned dself as &
reaponsible cofporate cituen through soclel investrment initiat ved as
well as through creatmg meanmgful relationships with different

| |stakehoiders

The C Nirategy wanous hilit hat
‘ are mcorparated m the Campany' s Annual Repart

E9  |Dows itve Board monitor and 1epor sctivities leading 1o good corporate cienshup and 41 ‘FA The Board on & iy ke < the s By Mhanagr Reports. The intergrated
ikt they are well a7 bl Finarcial and non finanial per Annual Report

| thtough BARE The summary of the collective impact of the various
4 1o the in the Annusl Report

Aorl L
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.Dun nd af ludH committes have & process in place to ensure the independence and

of the Company's esternat auditors?

15 the Company warking towards th tion of intey ; reparting i ]

fi | and non-fi 1al inf 1 ar is the Company's Annual Report prepared onan
ntegrated bt using a framework avadable from the integrated Reporting Council, The
Global Reporting Initiative, G4 i and/oe inability Accounting

iy Board dardy?

As part of its mandate, the Board Audit & Risk Committee evaluates the

performance of the external audtars annually including their
mdependence and makes the relevant recommendation to the Board

The C d g This i the
fifth year of implementation. This has been embraced in part to aliow
for the g of other sign fi | performance related

infarmation over and above financial performance reparting The
Annual report has 3 section that addresses issues of Corporate
Governance and Corporate Social Responabilty and Sustanablity 1o
adddis the inf o that different holders would be loaking
for, Additional work is ehgoing & this area to facilitate integrated
reporting

TOR of BARC

The 2022 Intergrated Annual Report

Aok

Has the Board establshed an effective rak management framework which n nchusive of key
Fisky an well as 1 bile reaks, wevie and social rishs and sues ?

The Company has set up a fully fiedged risk management framework
that is supp b the Finance D which monitars and
assesses rink affecting the various aspects of the Company continuousty
and provides mitigation measures thereof, Oversght b prowded
through BARC and Management Risk Committee, with mput from the
internal audlt function and the éxternal audit function. The Rigk
Department o led by a Head of Risk & Compliance and the sk cantrols
supported by an ERP - (SAF)

Entracts of the minutes of the BARC minutes and
accampanying reparts
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[ The Annual repon and suditad fimancal ttatementy dacios the audit
lactivitien that were undertaken m the financial year, the sudds that
were undertaken and the findings thereof. the Corporate Governance
Statement viates the functions of the BART. indicates the membery of
BARC and thelr attendance at the BARD meetings.

AorE

[ :i )
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Does the Annual Repost cover, asa i as pr

(Compaty's governance, the Board and the Audit Committes *

The Annual report contains the C

utlines infarmation on the Company's governance, the Board and the
Audit commitiee

22 Annual report

G131  |Doesthe Annual Report cover, as a { as d in 7 L1 relating fo the|7.1.1 A The mission, vision, core values and strategic objectives are specifically 2022 Annual report
(Company's missian, vision and strategic objectives? staled in the Compary's annual repest.
|
G4 |Does the Annual Repart cover, as a minimum, disclosures as prescribed m 7 1.1 relating to 711 FA | The Company has mncluded in the annual report the Board 2022 Annual report
jan and whistleblowmg? Hemuneration Heport and that of Executive Directors (Page 83) The

Company s implemented a Whistle Blowing Policy which aliow for

bath internal and external reporting thesugh multiple

reporting channels

G5 |Asaminimum, does the Company website distiose current an all areas 711 A The Company's website discioses various information on the Board of s &

in 711 [Board Charter. Whistleblowmg Policy, Code of Ethics and information on resignation Dwectors, Company Secratary, key it and | tegorts.
of directomn]? Any press release from The Company i published in two newspapers
nationwide circulation,

G.&  |Does the Board disclose the management discussion and analysis as required n 7 117 711 Fa The Company has adopted ntegrated reporting format and gives Company Website
adequate disclowures on the Company's governance framewark. The the 2022 Intergrated Annual repart
mtormation is contained in the annual report and the Company's
welrite

G 1 |Has the Board prowded disclosures o requited 0 7 11 on compluhcs with laws, regulations |7 1.1 =55 T The Compary 1s currently undertaking a Legal and Compliance Audit | 2022 Annual report

and standards. ethical leadership, conflict of inferest, corporate social responsibility and

The Board has provided disclosures in the spnual report including
Directors’ intetasts and a on socisl
respansibility]

it
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5.8 [Has the Board made all reguired dnch Inchutding confirming ‘ol 711 r1a Fa The Company has undertaken 2 Governance Audil for the financial year (2071 Governance Audit, 2023 Annual Report
wihich includs that & governance audit was carmed out and that there are no known nsider ended 30th june 2021 and the Auditor prowded an unqualified opimon.
dealings?
Thie Aninual Repon discloses that there wese no known ingider or
kgt entified mstances of insider dealings.
G4 [Hat the Board disclosed the Company's sk management podicy, Company procurement 711 Fa The Company has put in place a policy fr which also covers | Risk Management Palicy
pahcy, policy on mnlormation technology as per 7.1.17 Fisk Management Podicy, procurement policy and ICT policy Procurement palicy
ICT policy
Bott :
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Mote 1 Tna feponting Terplate shail be used by companies to report on ther apalication of the provisions of the Code of Corpotete Sovernanoe Pradices for fauens of Securities ta the Public 2015 the Code). The completion of the Aeporting Template and i filing with the Taptai Mariets Authority {SMA)will Tulfll The reoarming requirements af
the Code ot 1 13 paragaph 1 Al slaments marked in gesn sre mandatosy and MUST be complad with Failurete fully spply will iwals ia reglatoiy sanaions. When complating colamn ' far MANDATORY TTEMS, F2' will maan Fully Complied wWith, &' wi || mesn Partaly Complisd Witk and ‘WA will mesn 'Nor Complad With!

Nete?  Calume 'F should be marked at foliows P& - full Apaliatior. FA - Parally Appled o NA . Net Appled Full spphoition of the Code is requed by the Code Thersfors anything less than full appl " A compl ar ‘aithe Code & resganse 0F PR 6 NA I8 AON SOMPHIa RS SN FIQUISE 3R expiEnation o
be provided with a firm commitment te masng towards full compliance See atg Note &,

Noted anmeplanation of bow the Cods provion = asodied i raguited in column G apd chail ba supparted by svidence of how angiication fias been achiewed (f thae Srovision i NOT apalied] an skplanation foe why it s not apgiied or only partislly angiied « requited in column °G’ For esch goetion. colamn G * must be comalead.

Maled  (Fan saplinatior 4 required becsiae of non application of any slemant of the Cods, the exgfanation must be satisfactary, mubt be orovided ta releant staksholders ncuding the Capitel Markats Authanty and shall indude

& ressan for nonapplicatian
o time frame required to meet esch spplicibon rezurement
© thes yirategies 10 De put i place to arogress To full application

(o)
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Unga Group Plc
Chairman's Statement
For the year ended 30 June 2022

CHAIRMAN'S STATEMENT
The operating landscape

The 2022 financial year was characterized by unprecedented challenges, including the persisting
impacts of the Covid-19 pandemic, the Ukrainian-Russian conflict, a protracted political season,
intense competition, and raw material shortages, all of which hampered our growth ambitions and
financial performance.

According to the 2022 Economic Survey, Kenya's economy recovered from the crippling effects of the
pandemic to expand by 7.5 per cent in 2021 compared to a contraction of 0.3 per cent in 2020. This
recovery was mainly driven by resumption of most economic activities after the lifting of the
containment measures instituted in 2020 to curb the spread of the virus.

Whilst this was progressive, unfavourable weather conditions in 2021 continued to constrain the growth
of the agricultural sector, with production of maize declining by 12.8 per cent from 42.1 million bags in
2020 to 36.7 million bags in 2021. Wheat production decreased by 39.4 per cent from 405.0 thousand
tonnes in 2020 to 245.3 thousand tonnes in 2021. As a result, the amount of wheat imported increased
by 6.4 thousand tonnes to 1.89 million tonnes in 2021.

This erratic supply of grain in the period continued to be the most significant operational challenge for
our business. Coupled with this was the intense and cutthroat competition from new market entrants
who have impacted our market share on the back of price-based rivalry. Resultantly, our production
volumes contracted during the year. However, our revenues for the Group increased by 1% because
of raw material price inflation, impacting our margins and bottom line.

The agricultural sector is expected to underperform due to poor and unpredictable weather patterns
caused by climate change. Production of key crops was suppressed in the first quarter of 2022
following the failure of short rains in most part of the country in the fourth quarter of 2021. Furthermore,
production in the second quarter of 2022 is likely to be impeded by the delayed long rains. As a result,
the sector's performance is expected to be below par in 2022, further limiting our ambitions. There is
need to look beyond local sources of raw materials.

Difficult decisions

This has been a difficult year for the Board. Our animal nutrition business has continued to struggle in
the face of increased competition, raw material supply bottlenecks, and compressed demand due to
the high cost of living which has forced farmers to seek alternative animal feeds. The same
complications confronted our human nutrition business.

We have had to make extremely difficult decisions as a Board, with more concerted efforts focused on
fire fighting in order to keep our business running in the face of all of the aforementioned headwinds.
This has been a period in which we have had to continually think and rethink on the fly to overcome
bottlenecks, including having to source for alternative raw materials.

Silver lining

Despite the extraordinary social and economic challenges, we have had some silver linings that we
continue to leverage to position the business for growth. Among these is the signing of our partnership
with Nutreco to produce fish feeds in Kenya and animal feeds in Uganda. The Ugandan operation is
at the Unga Millers (Uganda) Limited facility, which had been dormant since 2017. We hope to
maximize on Uganda's easier access to raw materials such as soya.

As | reported last year, we successfully recruited and on-boarded our new Group Managing Director,
Mr. Joseph Malel Choge, at the end of last calendar year, who has settled in well and continues to
steer the ship despite the turbulent waters. The Board is aware of the current complications and
continues to support Joseph and his management team in their efforts to find the right balance to
continue developing our business and ensuring its sustainability into the future.
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Unga Group Plc
Chairman's Statement
For the year ended 30 June 2022

CHAIRMAN'S STATEMENT (continued)

The period also saw the completion of our divestiture from Ennsvalley Bakery Limited, a strategic
decision that has allowed us to focus our dynamism on the niche areas where we believe we can
maximize value for our customers and shareholders.

Investing for the future

Looking ahead, we have observed changing consumer purchasing habits, particularly among younger
consumers who prefer convenient, nutritious foods that are easy to prepare while also being health
conscious. We are responding to this shift by repositioning ourselves as a holistic foods company
through strategic joint ventures and partnerships. The journey has begun with looking into different
food options for different occasions.

In the same breath, the Group is resolute to continue investing for growth, particularly by diversifying
our revenue streams, to maximize value for our shareholders and customers. As part of this, driving
value addition in our existing products and raw materials will be critical to bolster and drive more value
for our customers.

Compliance to ESG Reporting

The Board remains conscious of its responsibility to become more involved on Environmental, Social,
and Governance (ESG) issues in the face of growing stakeholder demand for a more comprehensive
view of a company's activities and performance beyond financial reports. As a Group, we remain
committed to adhering to all applicable regulations, including the new Nairobi Securities Exchange
ESG Disclosures Guidance Manual for listed companies, which advocates for improved disclosure on
businesses' sustainability impacts.

We have continued to embed sustainability as a key part of our business strategy and are, among
other things, investing heavily in green projects, including on-going plans to implement a sizable solar
energy project as a way of diversifying our energy sources and avoiding overreliance on the national
grid. Furthermore, we have committed to increasing our community investment initiatives by rolling out
additional shared value programs with the intention of further enhancing our positive impact on society.

Corporate Governance

From a corporate governance standpoint, the Board continues to maintain solid diversity, with our
Board of Directors armed with the necessary capability, openness, principles, and experience to steer
the company towards achieving its strategic imperatives.

As a Board, we have also learned critical lessons in the challenging operating environment, which
have continued to shape the way the company interacts with its various stakeholders including
employees, customers, and shareholders. Among the reorganizations we have had to make is the
virtual hosting of our Annual General Meetings, for the second year running. On behalf of the Board of
Directors, | continue to implore our shareholders to be patient as we review and analyse the
environment before deciding on resuming physical meetings.

Dividends

As a Group, the volatile operating environment means we have not performed as anticipated. In light
of this, the Board of Directors do not recommend the payment of a dividend. However, we remain
cautiously optimistic about the future and are recommitting our energies and resources towards the
transformation of our business from our legacy positioning into a future-fit organization. The Board
remains confident and supportive of Mr. Choge and the entire management team's ability and agility
to continue driving our business into new and disruptive territories as we reposition the business for
the future.
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CHAIRMAN'S STATEMENT (continued)
Appreciation and outlook

In conclusion, | would like to express my heartfelt gratitude to my fellow Board of Directors for their
unwavering commitment to the company's agenda despite the highly volatile operating environment
that we faced during the period under review. Special recognition also goes to the management team
and all employees for their resilience, agility in the face of adversity, and creativity and innovation,
which have enabled the company to adapt and keep going despite various storms.

| would also like to thank our customers for continuing to entrust us with their human nutrition and
animal nutrition needs in the face of fierce competition. Our pledge is to continue improving and
maintaining the highest levels of standards and quality in our products to protect your health and that
of your animals.

To our shareholders, thank you for your indulgence and patience as we navigate the current turbulent
waters. We are confident that better days are ahead of us under the direction of our new, dynamic,
and energetic management team led by Mr. Choge. The Board will continue to provide management
with the necessary oversight and support as they execute on their strategic priorities.

/é/-;/f %’/JJAL

iSabelia Oéhola-W|lson (Mrs)
Chairman
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GROUP MANAGING DIRECTOR'S STATEMENT
The financial year in review

| am pleased to present my first commentary as Group Managing Director, having joined the company in
December 2021. Given the turbulent operating environment both locally and globally, the management
team and | have had a mixed bag.

The year was dominated by unexpectedly high wheat and maize prices caused by supply chain disruption
due to the war in Ukraine, poor harvest locally, and grain export restrictions imposed by neighbouring
countries. The period was also marked by inflation fuelled by record oil prices both locally and
internationally and a volatile currency exchange rate environment.

These factors distorted our plans, owing primarily to the inflation in the domestic market which reduced
affordability of our products. While we actively engaged our consumers, our volumes were derailed by
the tenacious maize shortage, forcing millers to import the commodity all the way from Zambia. As a
result, we couldn't match the high local demand, leading to empty supermarket shelves and the closure
of several small and medium-sized millers.

The high prices of imported yellow maize also impacted our animal feed production, considering the trade-
off that had to be made to satisfy the human nutrition side on a priority basis.

The competitive landscape has continued to intensify, with over 50 new millers joining the fray over the
last two years alone. On our part, we have continued to leverage on our brand which is centred on quality
and always ensuring the safety of our products by. for example, ensuring that our products are free of
aflatoxin contamination.

In addition, we continue to be affected by cheap poultry imports from the region and fish from Asia,
resulting in condensed market for our animal nutrition products.

Performance highlights

Our financial performance for the period reflects the difficult operating environment that prevailed during
the year in review. Volume-wise, we remained under pressure, declining by 10% impacting our underlying
business and returning an operating loss of Kes 502 million. We have however managed to contain
operating expenses. The overall profit after tax shows an improvement due to a book gain recorded from
the transfer of assets to ventures with Nutreco (Tunga Nutrition), net of impairment charge on our mills.

Re-strategizing the business for the future

In the short term, our top priority is stabilizing the ship amidst the current storms. We will achieve this by
putting the needs of the consumer first in all our decisions. Our focus has, over the last six months, been
on repositioning our business for the future by considering how we can better communicate with
consumers and become a more customer-centric organization. It has also been a time for us to reflect on
our core values and what motivates us daily, as well as to rethink our mission and vision in order to secure
the business for the next 100 years.

As the captain of this ship, | am excited about our future and where we want to go, how we want to source,
and how we want to collaborate with farmers to secure our inputs in terms of both availability and cost.

Strategic priorities for the year

We continued to optimize our milling facilities by consolidating production of different products at the most
suitable and efficient plants.

As the consumer spending power shifts to the younger demographic, we are executing brand building
and awareness communication campaigns aimed at them in preparation for our transition into a general
food company.
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GROUP MANAGING DIRECTOR’S STATEMENT (continued)
Strategic priorities for the year (continued)

We intentionally focus on maintaining a healthy balance between our animal and human nutrition
businesses. Our goal is to achieve a fair portfolio balance in all aspects.

To secure our supply chains, we are keen on working more closely with the farmers and our various
partners on ensuring that we get it right on our raw material acquisition and subsequently seek to transfer
the gains to our very valued consumers.

Consumer-first approach

We have also strengthened our route to consumer strategies by prioritizing initiatives that will allow us to
reach the customer more conveniently. For example, to enhance brand awareness and appreciation
among consumers, we have invested significantly in digital and influencer marketing strategies over the
past six months. During the Covid-19 and electioneering period, we have leveraged digital capabilities to
provide our products directly to our end consumers through online platforms such as Bidhaa Mlangoni.
We will continue to work with our e-commerce partners in strengthening our technology-driven distribution
capabilities so as serve our customers more efficiently, conveniently, and affordably.

Suffice it to say, we are encouraged by the level of engagement and feedback we are receiving, which
will help us improve the quality of our products and the way we reach our customers. We are implementing
new customer feedback channels and mechanisms to ensure that we are constantly engaging and
listening to our customers in order to fully understand their needs and aspirations.

We have in addition established a new product development team to drive our agenda and ambition to
transition from a milling company to a food company. We shall continue to strengthen our existing food
products in readiness for this journey.

Operating responsibly

We continue to prioritise responsible business practices across our supply chain, from sourcing raw
materials grown in the right way, to ensuring our products are beneficial to the end consumer. Our most
important social responsibility has always been to protect the consumer's health by ensuring we meet and
exceed the quality standards required for healthy nutrition in accordance with our purpose of being the
consumer's nutrition partner.

As part of our diversity and inclusion agenda, we are deliberately increasing the participation of female
employees in our organization as well as working with differently abled people by, among other things,
ensuring an accommodating workplace for them.

We are looking at ways of implementing green strategies in our operations in order to reduce our energy
consumption and carbon emissions.

Outlook

Volumes are expected to rise in the coming year as supply pressure from source markets eases, both
locally and globally. In addition, the heightened marketing activities are expected to drive additional
volumes and market share for the Group.

However, we remain aware of the on-going threats to our business, such as unpredictable raw material
supply because of the current drought, shifts in international markets and further market fragmentation
including the entry of players. We will remain vigilant and deliberate in defending and expanding our
market share.
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GROUP MANAGING DIRECTOR’S STATEMENT (continued)
Thank you note

As | conclude, | want to express my heartfelt gratitude to all Unga employees for warmly welcoming me
to the organization, assisting me in settling in, and rallying behind the vision that we are together creating.
Collectively, we are building an organization where everyone is a 'leader without a title', knows what is
expected and is more consumer-oriented than ever before.

A big thank you to our customers for continuing to be the reason we are.
To our shareholders, we have been through turbulent and unpredictable times, and as management and
with the Board's support, we are intent on righting the ship and positioning the company for success in

the coming financial year.

Finally, many thanks to the Board for your help and critical input into our new approach. We will continue
to collgborate for the organization's success.

NG

Joseph Choge
Group Managing Director
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DIRECTORS’ REPORT

The directors submit their report together with the audited financial statements for the year ended 30 June
2022, which disclose the state of affairs of Unga Group Plc (the "Company") and its subsidiaries (together,
the “Group”).

PRINCIPAL ACTIVITIES

The principal activities of the Group continue to be the manufacturing of human nutrition products, animal
nutrition products and the distribution of animal health products.

BUSINESS REVIEW
The Group's revenue increased by 1% while the profit after increased by 6%.

Overall operating profit was affected by reduced margins, impairment of assets and finance costs. Gains
from transfer of assets to the new ventures with Nutreco helped to reduce the negative impact.

Wheat and maize prices increased during the year due to poor harvest, weakened local currency and
adverse fiscal measures imposed by some of the exporting countries. Other raw material prices were also
relatively high in the period

Depreciation of the Kenya Shilling against the US Dollar impacted importation costs and led to substantial
forex losses

Credit risk remained high, but the Group continued to make every effort to accommodate its customers to
ensure praduct availability

Two ventures with Nutreco BV were operationalized in the year; one to expand aquafeed production and
marketing capability in the region, the other to manufacture animal feed and expand the sale of feed
premixes in Uganda. The company's contribution into the ventures includes cash and transfer of assets
and customer relationships. Divesture from bakery business was completed in the first half of the financial
year An impairment of Kes 492 million was booked to reflect decline in capacity utilization of wheat mills

Summary financial performance 2022 2021

Shs’000 Shs’000
Revenue 18,032,334 17,812,638
Gross profit 1,409,061 1,889,074
Gross profit margin 8% 11%
Operating (loss)/ profit (502,040) 616,202
Profit/ (loss) from discontinued operations 802,524 (13,488)
Profit for the year 311,361 293 477
Total assets 10,287,650 10,048,779
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RESULTS AND DIVIDEND

The profit attributable to equity holders of Shs 187,414,000 (2021: Shs 179,175,000) has been added to
retained earnings. The directors do not recommend payment of dividend in respect of the financial year
(2021: Nil)

In view of the need to ensure existing businesses maintain healthy liquidity levels in the current tough
economic canditions, Directors do not recommend the payment of a dividend

DIRECTORS

The directors who served during the year and to the date of this report are set out on page 1.
DISCLOSURES TO AUDITORS

The directors confirm that with respect to each director at the time of approval of this report:

a) there was, as far as each director is aware, no relevant audit information of which the company's
auditor is unaware; and

(b) each director had taken all steps that ought to have been taken as a director so as to be aware of any
relevant audit information and to establish that the company's auditor is aware of that information

TERMS OF APPOINTMENT OF AUDITORS

PricewaterhouseCoopers LLP continue in office in accordance with the Company's Articles of Association
and Section 721 of the Companies Act, 2015,

The Board Audit and Risk Committee monitors the effectiveness, objectivity and independence of the
auditor. This responsibility includes the approval of the audit engagement contract and fees.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors on 29 September 2022

By order of the Board

W Mt

Winniefred N Jumba

SECRETARY
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DIRECTORS’ REMUNERATION REPORT FOR THE YEAR ENDED 30 JUNE 2022

1.0 ANNUAL STATEMENT BY THE CHAIRMAN OF THE BOARD NOMINATIONS AND
REMUNERATION COMMITTEE

Dear Shareholder
Directors’ Remuneration Report for the year ended 30 June 2022.

This Report complies with regulations contained in the tenth schedule of the Companies Act 2015 ("the
Act") in relation to quoted companies Directors’ Remuneration Report and the Capital Markets Code of
Corporate Governance for Issuers of Securities (“The CMA Code").

This Report contains:
¢ The background information on the Committee’'s members and roles;
¢ A highlight of the current directors’ remuneration policy which was approved at the 2018 AGM; and
* The annual remuneration report, describing how the remuneration policy has been put in practice
during the year ended 30 June 2022 and how it will be implemented in the year ending 30 June 2023.

Role of the Committee

The members of BNRC during the year were Mr Patrick Obath (Chairman), Mrs Isabella Ochola-Wilson,
Mr Jinaro Kibet and Mr Andrew Ndegwa. All members are Non-Executive Directors and Mr Patrick Obath
was determined by the Board to be independent throughout the year.

During the year, the Committee met five times. Details of attendance at meetings by Committee members
are shown in the Corporate Governance section of the Integrated Report.

The Committee has specific terms of reference which are placed on the Group's website at www.unga-
group.com. It considers and recommends to the Board the Group's remuneration policy and agrees the
individual remuneration package for the Group Managing Director.

Our remuneration principles

The Board Nominations and Remuneration Committee in union with the Board Human Resources
Committee were guided by the Group's remuneration principles in decision making during the year. This
was mainly geared towards ensuring that the remuneration structures are designed in a way that enables
the right outcomes for the business in line with its long-term strategy, making sure that we have the best
people in place to deliver the strategy and ensuring that its executive pay is appropriate in the wider context
in which the business operates.

Similar to many listed companies, the Group needs to attract and retain the best people to lead our
business in an increasingly competitive marketplace. Remuneration is a key part of our offering and the
significant market pay differential within the manufacturing industry continues to be challenging. We
continue to monitor external practices across our key strategic markets and set out our remuneration policy
and practices in a way that provides appropriate risk and reward, delivering market competitive packages
in return for high performance against the company's strategic objectives and stretching performance
targets.

10
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DIRECTORS' REMUNERATION REPORT FOR THE YEAR ENDED 30 JUNE 2022 (continued)

Value creation and pay for performance is at the center of our remuneration policy and practices. The
success of the Group depends upon the performance and commitment of talented employees. The
Group's reward programs support and drive its business strategy and reinforce its values. The principles

for setting executive remuneration are outlined below in more detail.

*The remuneration
plans reward the
dehivery of our business
strategy and
performance targets.
Although target
remuneration levels are
aligned to the market,
excellent performance
by both the Group and
by the individual
executive director is

« A portion of
remuneraton is
delivered in variable
pay linked to business
and indmidual
performance
Performance against
targets is assessed in
the context of
underlying business
performance and the
quality of earnings

iive reward that
reflects the nature of
the Group and enables
it to attract and retain
talented executives of
the highest quality
Executive decisions are
made in the context of
the broader all
employee and external
environment.

= A strong performance-
orented culture relates
directly to the
performance of the
Group as a whole and
shareholders’ interests

rewarded with bonus
incentive plans
Performance measures
are reviewed regularty
and are set relative to
the Company’s growth
plans

Executive Directors

Target remuneration levels for the executive directors are set with reference to individual experience as
well as the pay levels in the Group's competitors with business characteristics similar to the Group such
as scope of operations, complexity and size (both in financial terms and with regard to numbers of
employees) and represent organisations which compete alongside the Group for talent.

Other Employees
The Group considers the remuneration policy in the context of all Group employees.

Base salaries of employees are determined in a similar way to those of executive directors. The Group's
approach is to ensure that target total compensation is bench marked to the relevant market in which the
individual is employed. Potential total compensation is set at the 50" quartile for excellent individual and
business performance

In addition:

* All employees are eligible to receive a bonus dependent upon performance and their contractual
position. The bonus is premised on an approved variable pay payout model,

+« Core benefits are provided to all employees based on prevailing regulations and competitive practice
These include retirement benefits, medical insurance, life assurance and annual leave,

« The Group is keen that an element of each employee's total compensation is performance related.
The proportion of this variable compensation (which is delivered through bonus) increases with
seniority.

Approach to recruitment remuneration

The BNRC's overarching principle for recruitment remuneration is to pay no more than is necessary to
attract an Executive of the caliber required to shape and deliver Unga's business strategy in recognition
that Unga competes for talent in the marketplace. The Committee seeks to align the remuneration package
with Unga's remuneration policy as laid out but retains the discretion to offer a remuneration package
which is necessary to meet the individual circumstances of the recruited Executive and to enable hiring of
an individual with the necessary skills and expertise. However, variable pay will follow the policy. In case
an internal candidate is promoted to Executive position, legacy terms and conditions would be honoured,
including pension entitlements and any outstanding awards
11
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DIRECTORS’ REMUNERATION REPORT FOR THE YEAR ENDED 30 JUNE 2022 (continued)

Service contracts and policy on payment for loss of office

Executives have rolling employment contracts. The contracts provide for payment of outstanding pay and
bonus, or termination following changes in the Group.

Overview of Remuneration in 2022

Key features
» Reviewed annually in July of
every year.

« Salaries take account of external
market and internal employee
context.

e  Provision of competitive benefits.

e Maximum company pension
contribution is 7.5% of base
salary for other employees.

Performance bonus.
Paid out in cash after the end of
the financial year.

e There is presently no Long-term
incentive scheme within the
Group.

e There is presently no Employee
Share Ownership Plan.

Purpose and link to strategy

Implementation in 2022

Supports the attraction and ~ » There was a 6% COLA
retention of talent with the increase awarded for all
capacity to deliver Unga's qualifying employees during
strategy. the year.

« Supported by a
comprehensive review of
total target remuneration
versus the external market.

Provision of market
competitive and cost-effective
benefits supports attraction
and retention of talent.

» Changed from prior year:

- 7.5 % of salary for new
GMD in line with all
employees. Previously
6% in line with
Seaboard policy.

Incentivises delivery of
Unga's annual financial and
strategic targets.

Provides focus on key
financial metrics and the
individual's contribution to the
company's performance.
Rewards long-term B
consistent performance in

line with Unga's Business
strategy.

Provides focus on delivering
superior long-term returns to

the shareholders.

Ensure alignment between .
the interests of Executive
Directors and shareholders

« There was no bonus payout
for 2022 financial year as the
Company did not meet its
operational targets.

Leadership Development
Program

N/A

Commentary on Significant Changes to Directors Remuneration

During the year, the Committee's work was centred on overseeing the implementation of the policy.

The Board undertakes a review on the adequacy of the policy each year to ensure that it supports the

Company's Strategy.

The Board is satisfied that the current remuneration policy continues to be appropriate for the Company
and will support the implementation of the Group's short term and long-term objectives and therefore there
were no significant changes to the Directors Remuneration.

12
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DIRECTORS’ REMUNERATION REPORT FOR THE YEAR ENDED 30 JUNE 2022 (continued)

Statement of Voting on the Directors Remuneration Report at the previous Annual General
Meeting.

During the Annual General Meeting held on 10 December 2021, the shareholders in attendance approved
the Directors’' Remuneration policy and Directors' Remuneration Report for the year ended 30 June 2021.

The results on voting were as follows:

Voted in % In Voted % Abstained | %
RESOLUTION Favour Favour | Against Against Abstained | RESULT
7 a) | Directors Remuneration
To approve the Directors’
52,462,109 | 88.21% | 7.007,183 | 11.78% 1,625 0.00% PASSED

Remuneration Policy as
shown in the audited
Financial Statements for the
year ended 30 June 2021

7 b) | To approve the Directors’ 52,462 634 | 88.22% | 7006436 | 11 78% 1,847 0.00% PASSED
Remuneration Report as
shown in the audited
Financial Statements for the
year ended 30 June 2021

At the Annual General Meeting to be held on 8 December 2022, the shareholders will also consider the
Directors' Remuneration Report for the year ended 30 June 2022.

The Current Directors’ Remuneration Policy and Strategy
Current Policy

The current Directors’ Remuneration Policy was tabled and approved by the shareholders at the
Company's Annual General Meeting held on 6 December 2018 and has remained unchanged.

The principles which underpin the remuneration of the Non-Executive Directors (NEDs) are as follows:-

a) The Company should remunerate its Directors fairly and responsibly

b) The remuneration should be sufficient to attract, motivate and retain directors to run the Company
effectively.

c) The remuneration should be consistent with recognised best practice standards and is competitive
in line with remuneration for other directors in competing sectors.

d) The remuneration should reflect the Directors' responsibilities, expertise and the complexity of the
Company's activities.

The directors have not recommended any change to the remuneration policy for the year ending 30 June
2022

Payments to past Directors
There was no payment of Directors’ fees to past directors during the year
Approval by shareholders

As per section 681 (4) of the Companies Act, 2015, the Directors Remuneration Report has been
presented to the members for approval

13
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DIRECTORS’ REMUNERATION REPORT FOR THE YEAR ENDED 30 JUNE 2022 (continued)
2.0 INFORMATION SUBJECT TO AUDIT

The following table shows a single figure remuneration for the Executive Director, Chairman and Non-
Executive Directors in respect of qualifying services for the year ended 30 June 2022 together with the
comparative figures for 2021. The aggregate Directors’ emoluments are shown in Note 31(iv) of the
audited financial statements.

Estimated
Loss of  value of
Expense office/ non-cash
Salary Fees Bonuses allowances Termination benefits Total

Shs 000 Shs 000 Shs 000 Shs 000 Shs 000 Shs 000 Shs 000
Year ended 30 June 2022:

Nicholas Hutchinson 24 912 - - 111 - 12,250 37,273
Joseph M Choge 29,342 - - 5,995 - - 35,337
Isabella Ochola Wilson - 4368 - - - - 4,368
Alan McKittrick - 2118 - - - - 2,118
Andrew S Ndegwa** - 2532 - - - - 2,532
Patrick Obath - 3,132 - - - - 3,132
Jinaro Kipkemoi Kibet - 2802 - - - - 2,802
Vitalis Ondeke Ojode - 2022 - - - - 2,022
Shilpa Haria - 2094 - - - - 2,094
Maureen W Miring'u - 2412 - - - - 2,412
Wangari Murugu - 2412 - - = = 2412
Patrick Mugambi** - 288 - - - - 288

54 254 24180 - 6,106 - 12,250 96,790

Year ended 30 June 2021:

Nicholas Hutchinson 25,313 - - 1,187 - 9,467 35,937
Isabella Ochola Wilson - 3,972 = - - - 3,972
Alan McKittrick - 2604 - - - - 2,604
Andrew S Ndegwa** - 2706 . - - - 2,706
Patrick Obath - 2592 - - - - 2,592
Jinaro Kipkemoi Kibet - 2,004 - - - - 2,004
Vitalis Ondeke Ojode - 2,004 - - - - 2,004
Shilpa Haria - 2,076 - - - - 2,076
Maureen W Miring'u - 2472 - - - - 2472
Wangari Murugu - 2472 - - - - 2472
Patrick Mugambi** - 288 - - - = 288

25313 23,190 - 1,157 - 9 467 59 127

**Payment for qualifying services provided by Andrew Ndegwa (alternate Patrick Mugambi) as stated in
the tables above was made to First Chartered Securities Limited.

The Annual Remuneration Report will be put forward for your consideration and approval by vote at the
AGM to be held on 8 December 2022,

We were pleased to receive a strong vote in favour of our remuneration policy report last year. | highly
value the engagement from our shareholders and look forward to welcoming you and receiving your
support again at the AGM this year.

On behalf of the Board of Directors
, @ U )
Patrick Obath

Chairman, Nomination and Remuneration Committee
29 September 2022
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The Kenyan Companies Act 2015 requires the directors to prepare financial statements for each financial
year which give a true and fair view of the financial position of the Company at the end of the financial year
and its financial performance for the year then ended. The directors are responsible for ensuring that the
Company keeps proper accounting records that are sufficient to show and explain the transactions of the
Company; disclose with reasonable accuracy at any time the financial position of the Company; and that
enables them to prepare financial statements of the Company that comply with prescribed financial
reporting standards and the requirements of the Kenyan Companies Act 2015. They are also responsible
for safeguarding the assets of the Company and for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

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 preparation of financial statements that are free from material misstatements, whether
due to fraud or error.

i Selecting suitable accounting policies and applying them consistently; and

il Making accounting estimates and judgements that are reasonable in the circumstances.

Having assessed the Group and the Company’s ability to continue as a going concern, the directors are
not aware of any material uncertainties related to events or conditions that may cast doubt upon the Group
and the Company's ability to continue as a going concern.

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

Approved by the Board of Directors on 29 September 2022 and signed on its behalf by:

B

| Ochola- Wilson (Mrs) J Choge
Chairman Group managing director
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF UNGA
GROUP Plc

Report on the audit of the financial statements
Our opinion

We have audited the accompanying financial statements of Unga Group Plc (the Company) and
its subsidiaries (together, the Group) set out on pages 21 to 80 which comprise the consolidated
statement of financial position at 30 June 2022, and the consolidated statement of profit or loss,
consolidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, together with the Company
statement of financial position at 30 June 2022, and the Company statements of profit or loss
and other comprehensive income, changes in equity and cash flows for the year then ended, and
the notes to the financial statements, which include significant accounting policies and other
explanatory information.

In our opinion the accompanying financial statements of Unga Group Plc give a true and fair view
of the financial position of the Group and the Company as at 30 June 2022 and of their financial
performance and their cash flows for the year then ended in accordance with International
Financial Reporting Standards and the requirements of the Companies Act, 2015.

Basis for opinion

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 Code of Ethics for
Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Kenya. We have fulfilled
our other ethical responsibilities in accordance with the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Key audit matters

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

PricewaterhouseCoopers LLP. PwC Tower, Waiyaki Way/Chiromo Road, Westlands
P O Box 43963 — 00100 Nairobi, Kenya
T: +254 (20)285 5000 F: +254 (20)285 5001 www.pwc.com/ke
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF UNGA GROUP

Plc (CONTINUED)

Key audit matter

How our audit addressed the key audit
matter

Impairment of property plant and equipment

As explained under note 22, an impairment
assessment test was carried out to assess the carrying
value of milling plant and equipment included in
property, plant and equipment as required by IAS 36.

The test for impairment was significant to our audit
because the net carrying value for the assets
amounting to Shs 830 million is material to the financial
statements and also because the value-in-use
calculations prepared by management for assessing
whether there is impairment involve the use of
significant estimates and assumptions. The
assumptions with the most significant impact to the
value in use calculations are

« Volume growth rate

e Gross profit margin

s« The discount rate

¢ Selling General & Administrative (SG&A) cost

as a percentage of revenue

We evaluated management's value-in-use
calculations based on the historical
performance of the business, approved
budgets, and the macro- economic and
business outlook.

We tested the value-in-use calculations for
accuracy and consistency and tested the
key assumptions for reasonableness
including sensitivity analysis.

We assessed the adequacy of the
disclosures in the financial statements.

Investment in Associates- Valuation of customer
relationships

Management finalised their investment in Tunga
Nutrition (K) Limited and Tunga Nutrition (U) Limited
ventures during the year. Accounting for the investment
in the associates involved fair valuation of customer
relationships transferred as explained in Note 33. Fair
valuation of customer relationships is considered a key
audit matter because there are significant assumptions
and estimates involved in the fair value calculations
and the amounts calculated are material to the financial
statements.

The assumptions with the most significant impact to the
fair value calculations are
+ Projected customer relationships life
« Revenue growth rate
« Customer attrition rate
Net margin projection
e« The discount rate
Contributory asset charge

We evaluated management's fair value
calculations based on the historical
performance of the respective
businesses, approved budgets, and the
macro- economic and industry outlook.

We tested the fair value calculations for
accuracy and consistency and tested the
key assumptions for reasonableness
including sensitivity analysis

We assessed the adequacy of the
disclosures in the financial statements
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF UNGA
GROUP Plc (continued)

Other information

The other information comprises the Corporate Information, Chairman's Statement, Group
Managing Director's Statement, Directors’ report, Directors' remuneration report, and the
Statement of Directors’ Responsibilities which we obtained prior to the date of this auditor's
report, and the rest of the other information in the Annual Report which are expected to be made
available to us after that date but does not include the financial statements and our auditor's
report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not and will not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above 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.

If, based on the work we have performed on the other information we have received prior to the
date of this auditor's report 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.

When we read the rest of the other information in the Annual Report and we conclude that there
is a material misstatement therein, we are required to communicate the matter to those charged
with governance.

Responsibilities of the directors for the financial statements

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

In preparing the financial statements, the directors are responsible for assessing the Group'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 Group or to cease operations, or have no realistic alternative 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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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF UNGA
GROUP Plc (continued)

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

e 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.

e 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 Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors' 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 Group's ability to
continue as a going concemn. 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 our auditor's report. However, future
events or conditions may cause the Group to 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.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the Group's financial
statements. We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion

We communicate with the directors 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

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards

From the matters communicated with the directors, 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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF UNGA
GROUP Plc (continued)

Report on other matters prescribed by the Companies Act, 2015
Report of the directors

In our opinion the information given in the directors’ report on pages 8 - 9 is consistent with the
financial statements.

Directors’ remuneration report

In our opinion the auditable part of the directors’ remuneration report on page 14 has been
properly prepared in accordance with the Companies Act, 2015

@)Q.W\A co. g elc

CPA Bernice Kimacia — Practising Certificate No. 1457
Engagement partner responsible for the audit

For and on behalf of PricewaterhouseCoopers LLP
Certified Public Accountants

Nairobi

29 September 2022
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Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Consolidated statement of profit or loss

For the year ended 30 June

Revenue from contracts with customers
Cost of sales

Gross profit

Other income

Selling and distribution costs
Administrative expenses

Operating (loss)/ profit

Share of profit in associate

Finance income
Finance costs

(Loss)/ profit before income tax
Income tax expense/ (credit)

(Loss)/ profit from continuing operations

Profit/ (loss) from discontinuing operations

Profit for the year

Attributable to:
Owners of the parent
Non-controlling interests

Notes

11

33
10
10

13

32

2022 2021

Shs ‘000 Shs ‘000
18,032,334 17,812,638
(16,623,273) (15,923,564)
1,409,061 1,889,074
115,241 24,738
(772,252) (819,651)
(1,254,090) (477 ,959)
(502,040) 616,202
7,429 -
41,079 19,697
(267,446) (150,567)
(720,978) 485 232
229,815 (178,267)
(491,163) 306,965
802,524 (13,488)
311,361 293,477
187,414 179,175
123,947 114,302
311,361 293,477

(Loss)/ earnings per share attributable to owners of the Company (expressed in Kenya shillings)

Basic and diluted (loss)/ earnings per share

Continuing operations
Discontinuing operations

21

2022 2021
2.48 2.37
(4.41) 2.49
6.89 (0.12)




Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Consolidated statement of comprehensive income

For the year ended 30 June Notes

Profit for the year
Other comprehensive income for the year

Items that will not be subsequently reclassified to profit or loss

Re-measurement of retirement benefit scheme asset 27
Deferred income tax thereon

Items that may be reclassified to profit or loss
Currency translation differences on foreign operations
Total other comprehensive loss income for the year

Total comprehensive income for the year

Attributable to;
Owners of the parent
Non-controlling interest

22

2022 2021
Shs’000 Shs'000
311,361 293477
12,724 23,031
(3,817) (6,909)
(8,368) (10,838)
539 5284
311,900 298 761
187,765 187,304
124135 111,457
311,900 298,761




Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Company statement of profit or loss and other comprehensive income

Notes 2022 2021

Shs’000 Shs’000

Interest income 10 32 56

Administrative expenses (55,219) (35,815)

Loss before income tax 11 (55,187) (35,759)

Income tax expense - -

Loss for the year (55,187) (35,759)
Other comprehensive income -

Total comprehensive loss (55,187) (35,759)
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Unga Group Plc
Financial Statements
As at 30 June 2022

Consolidated statement of financial position

ASSETS Notes 2022 2021
Non-current assets Shs'000 Shs’'000
Property, plant and equipment 22 2.889.340 3.524 311
Investment in associate 33 1.358.240 -
Right-of-use assets 23 187.906 130,667
Intangible asset 24 12.518 14,026
Deferred income tax 18 4716 4716
Retirement benefits scheme asset 27 29,494 43,698
4482 214 3,717,418
Current assets
Inventories 19 2,054 442 2,461,724
Trade and other receivables 20 2,940,205 2,047 381
Current income tax 76,070 16,620
Cash and bank balances 29 734,719 1,621,050
5,805,436 6,046,775
Assets held for sale 32 - 284 586
TOTAL ASSETS 10,287,650 10,048,779

EQUITY AND LIABILITIES
Capital and reserves

Share capital 14 378,535 378,535
Share premium 14 73,148 73,148
Other reserves 15 (32,818) (33,169)
Retained earnings 3,996,859 3,809,445
4415724 4,227,959
Non-controlling interests 16 2,286,090 2,161,955
Total equity 6,701,814 6,389,914
LIABILITIES
Non-current liabilities
Deferred income tax 18 137,078 363,062
Borrowings 17 - 558,162
Lease liabilities 23 24 451 -
161,529 921,224
Current liabilities
Post-employment benefits obligation 27 - 14,010
Trade and other payables 21 2,898,109 2.372.875
Current income tax 2.254 30,224
Lease liabilities 23 30,860 19,464
Borrowings 17 493.084 239,718
3,424 307 2,676,291
Liabilities directly associated with assets classified 32 ) 61.350
as held for sale
Total liabilities 3,585,836 3,658,865
TOTAL EQUITY AND LIABILITIES 10.287.650 10,048,779

The financial statements on pages 21 to 80 were approved for issue by the Board of Directors on 29
September 2022 and signed on its behalf by

| Ochola- Wilson {Mrs)//-"""'-' 2L 4 O J Choge J.M L“':
Chairman // Z e s Group managing director i ee—
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Unga Group Plc
Financial Statements
As at 30 June 2022

Company statement of financial position

At 30 June Notes
ASSETS

Non-current assets

Investments in subsidiaries 25

Total non-current assets
Current assets

Trade and other receivables 20
Cash and bank balances 29

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITES

Capital and reserves

Ordinary shares 14
Share premium 14
Retained earnings

Total equity
Current liabilities
Trade and other payables 21

Total current liabilities

TOTAL EQUITY AND LIABILITIES

2022 2021
Shs '000 Shs '000
1,297,335 1,297,335
1,297,335 1,297,335
61,243 60,929
3,001 2,990
64,244 63,919
1,361,579 1,361,254
378,535 378,535
73,148 73,148
629,393 684,580
1,081,076 1,136,263
280,503 224,991
280,503 224,991
1,361,579 1,361,254

The financial statements on pages 21 to 80 were approved for issue by the Board of Directors on 29

September 2022 and signed on its behalf by:

y LML

| Ochola- Wilson (Mrs) J Choge

Chairman Group managing director
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Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Consolidated statement of changes in equity

Year ended 30 June 2022
At start of year

Profit for the year
QOther comprehensive income for the year

Total comprehensive income for the year

At end of year
Year ended 30 June 2021
At start of year

Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year

At end of year

Equity

attributable Non-

Share Other Retained to equity controlling
Share capital premium reserves earnings holders interests Total
Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000 Shs ‘000
378,535 73,148 (33,169) 3,809,445 4,227 959 2,161,955 6,389,914
- - - 187,414 187,414 123,947 311,361
- - 351 - 351 188 539
- - 351 187,414 187,765 124,135 311,800
378,535 73,148 (32,818) 3,996,859 4415724 2,286,090 6,701,814
378,535 73,148 (41,298) 3,630,270 4,040,655 2,050,498 6,091,153
- - - 179,175 179,175 114,302 293,477
- - 8.129 - 8,129 (2,845) 5,284
- - 8,129 179,175 187,304 111,457 298,761
378,535 73,148 (33,169) 3,809,445 4,227,959 2,161,955 6,389,914
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Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Company statement of changes in equity

Year ended 30 June 2022
At start of year

Total comprehensive income
At end of year

Year ended 30 June 2021
At start of year

Total comprehensive income

At end of year

Share Share Retained

Capital Premium earnings Total
Shs'000 Shs'000 Shs'000 Shs'000
378,535 73148 684,580 1,136,263
- - (55,187) (55,187)
378,535 73,148 629,393 1,081,076
378,535 73,148 720,339 1,172,022
- - (35,759) (35,759)
378,535 73,148 684,580 1,136,263
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Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Consolidated statement of cash flows

Notes
Operating activities
Cash generated from operations 28

Income tax paid
Interest paid

Net cash flows from operating activities

Investing activities

Purchase of property, plant and equipment 22
Payments for right-of-use assets 23
Investment in associates 33

Proceeds of disposal of property, plant and equipment

Net cash flows used in investing activities

Financing activities
Repayments of borrowings 17
Payment of lease liabilities 23

Net cash flows used in financing activities

Net (decrease)/ increase in cash and cash equivalents
Movement in cash and cash equivalents

At start of year
(Decrease)/increase
Effects of exchange rate changes

At end of year 29

28

2022 2021
Shs’000 Shs’000
289,725 1,213,305

(105,282) (48,013)
(112,861)  (114,702)
71582 1,050,590
(75,023)  (141,530)
(26,541) (2,700)
(489,736) -
73,685 10,723
(517,615)  (133,507)
(304,796) (31,821)
(27,321) (27,289)
(332,117) (59,110)
(778,150) 857,973
1,521,050 661,486
(778,150) 857,973
(8,181) 1,591
734719 1,521,050




Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Company statement of cash flows

Operating activities
Cash generated from operations
Income tax paid

Net cash from operating activities

Net increase in cash and cash equivalents
Movement in cash and cash equivalents

At start of year
Increase

At end of year

29

Notes

28

29

2022 2021
Shs’000 Shs'000
1 28

1" 28

1 28
2,990 2,962

1" 28

3,001 2,990




Unga Group Plc
Annual Report and Financial Statements
For the year ended 30 June 2022

Notes

1

(a)

General information

Unga Group Plc is incorporated in Kenya under the Companies Act as a limited liability company
and is domiciled in Kenya. The address of its registered office is:

Plot No.209/6841

Ngano House, Commercial Street
Industrial Area

P O Box 30096, 00100

Nairobi

Significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS"). The measurement basis applied is the historical cost basis. All values are shown
in thousands of Kenya Shillings.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Group's accounting policies. The areas involving a higher degree of judgement or
complexity, or where assumptions and estimates are significant to the financial statements, are
disclosed in Note 3.

Changes in accounting policy and disclosures

1) New standards, amendments and interpretations adopted by the Group and Company

A number of amendments to standards became effective for the first time in the financial year
beginning 1 July 2021 and have been adopted by the Company. The amendments have not had a

significant impact on the financial statements of the Group and Company. They include:

IFRS 16, 'Leases' COVID-19-Related Rent Concessions Amendment.

Effective date: Annual periods beginning on or after 1 April 2021. (Early adoption is permitted).
(Published March 2021).

The IASB has provided lessees (but not lessors) with relief in the form of an optional exemption from
assessing whether a rent concession related to COVID-19 is a lease modification, provided that the
concession meets certain conditions. On 31 March 2021, the IASB published an additional amendment
to extend the date of the practical expedient from 30 June 2021 to 30 June 2022. Lessees can elect
to account for such rent concessions in the same way as they would if they were not lease
modifications. In many cases, this will result in accounting for the concession as variable lease
payments in the period(s) in which the event or condition that triggers the reduced payment occurs.
The March 2021 amendment will only be available if an entity chose to apply the May 2020 optional
practical expedient.

Adoption of the standard does not have a significant impact on the Group and Company.
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Unga Group Plc
Annual Report and Financial Statements
For the year ended 30 June 2022

Notes (continued)

2

Summary of significant accounting policies (continued)

Changes in accounting policy and disclosures (continued)

ii) New and revised standards that 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 1 July 2021, and the Directors do not plan to
apply any of them until they become effective.

Annual improvements cycle 2018 -2020

These amendments include minor changes to:

e IFRS 1, ‘First time adoption of IFRS' has been amended for a subsidiary that becomes a first-
time adopter after its parent. The subsidiary may elect to measure cumulative translation
differences for foreign operations using the amounts reported by the parent at the date of the
parent's transition to IFRS.

¢« |FRS 9, ‘Financial Instruments’ has been amended to include only those costs or fees paid
between the borrower and the lender in the calculation of “the 10% test" for derecognition of a
financial liability. Fees paid to third parties are excluded from this calculation.

e |IFRS 16, ‘Leases’, amendment to the lllustrative Example 13 that accompanies IFRS 16 to
remove the illustration of payments from the lessor relating to leasehold improvements. The
amendment intends to remove any potential confusion about the treatment of lease incentives.

Effective date: Annual periods beginning on or after 1 January 2022. The Group and Company does
not intend to adopt the standard before its effective date and is currently assessing the impact of
the amendments on the financial statements.

Amendments to IAS 37 Onerous Contracts—Cost of Fulfilling a Contract

The amendment clarifies which costs an entity includes in assessing whether a contract will be loss-
making. This assessment is made by considering unavoidable costs, which are the lower of the net cost
of exiting the contract and the costs to fulfil the contract. The amendment clarifies the meaning of ‘costs
to fulfil a contract’. Under the amendment, costs to fulfil a contract include incremental costs and the
allocation of other costs that relate directly to fulfilling the contract.

Effective date: Annual periods beginning on or after 1 January 2022. The Group and Company does
not intend to adopt the standard before its effective date and is currently assessing the impact of
the amendments on the financial statements.

Amendments to IAS 16 Property, Plant and Equipment: Proceeds before Intended Use

The amendment to IAS 16 prohibits an entity from deducting from the cost of an item of PPE any
proceeds received from selling items produced while the entity is preparing the asset for its intended
use (for example, the proceeds from selling samples produced when testing a machine to see if it is
functioning properly). The proceeds from selling such items, together with the costs of producing them,
are recognised in profit or loss.

Effective date: Annual periods beginning on or after 1 January 2022. The Group and Company does

not intend to adopt the standard before its effective date and is currently assessing the impact of
the amendments on the financial statements.
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Unga Group Plc
Annual Report and Financial Statements
For the year ended 30 June 2022

Notes (continued)

2

Summary of significant accounting policies (continued)

Changes in accounting policy and disclosures (continued)

ii) New and revised standards that have been issued but are not yet effective (continued)

Amendment to IFRS 3, 'Business combinations’ (Asset or liability in a business combination clarity)

The Board has updated IFRS 3, 'Business combinations', to refer to the 2018 Conceptual Framework
for Financial Reporting, in order to determine what constitutes an asset or a liability in a business
combination.

In addition, the Board added a new exception in IFRS 3 for liabilities and contingent liabilities. The
exception specifies that, for some types of liabilities and contingent liabilities, an entity applying IFRS 3
should instead refer to IAS 37, ‘Provisions, Contingent Liabilities and Contingent Assets’, or IFRIC 21,
‘Levies’, rather than the 2018 Conceptual Framework.

The Board has also clarified that the acquirer should not recognise contingent assets, as defined in
IAS 37, at the acquisition date.

Effective date: Annual periods beginning on or after 1 January 2022. The Group and Company does
not intend to adopt the standard before its effective date and is currently assessing the impact of
the amendments on the financial statements.

Amendment to IAS 1, 'Presentation of Financial Statements’ on Classification of Liabilities as Current
or Non-current

The amendment clarifies that liabilities are classified as either current or non-current, depending on the
rights that exist at the end of the reporting period. A number of requirements are required to be met in
conjunction with this amendment.

Effective date: Annual periods beginning on or after 1 January 2023. The Company does not intend to
adopt the standard before its effective date and is currently assessing the impact of the
amendments on the financial statements.

Amendments to IAS 12, Income Taxes. Deferred Tax related to Assets and Liabilities arising from a
Single Transaction

The amendments require companies to recognise deferred tax on transactions that, on initial
recognition give rise to equal amounts of taxable and deductible temporary differences.

Effective date: Annual periods beginning on or after 1 January 2023. The Group and Company does
not intend to adopt the standard before its effective date and is currently assessing the impact of
the amendments on the financial statements.

Narrow scope amendments to |IAS 1 ‘Presentation of Financial Statements'. Practice statement 2 and
IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’

The amendments aim to improve accounting policy disclosures and to help users of the financial
statements to distinguish changes in accounting policies from changes in accounting estimates.

Effective date: Annual periods beginning on or after 1 January 2023. The Group and Company does

not intend to adopt the standard before its effective date and is currently assessing the impact of
the amendments on the financial statements.
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Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Notes (continued)
2 Summary of significant accounting policies (continued)
(b) Consolidation
(i) Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power over the entity. Subsidiaries
are fully consolidated from the date on which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

The Group applies the acquisition method to account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities
incurred to the former owners of the acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement. Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair values at the acquisition date.
The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition
basis, either at fair value or at the non-controlling interest's proportionate share of the recognised
amounts of acquiree’s identifiable net assets

Investments in subsidiaries are accounted for at cost less impairment in parent company financial
statements. Cost is adjusted to reflect changes in consideration arising from contingent consideration
amendments. Cost also includes direct attributable costs of investment.

The excess of the consideration transferred over the amount in the acquiree and the acquisition-date
fair value over any previous equity interest in the acquiree over the fair value of the Group's share of
the identifiable net assets acquired is recorded as goodwill. If this is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain purchase, the difference is recognised directly
in profit or loss.

Inter-Company transactions, balances and unrealised gains on transactions between Group companies
are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

(i) Transactions and non-controlling interests

The Group treats transactions with non-controlling interests as transactions with equity owners of the
Group. For purchases from non-controlling interests, the difference between any consideration paid and
the relevant share acquired of the carrying value of net assets of the subsidiary is recorded in equity
Gains or losses on disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in the entity is re-
measured to its fair value, with the change in carrying amount recognised in profit or loss. The fair value
is the initial carrying amount for the purposes of subsequently accounting for the retained interest as
an associate, joint venture or financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if the Group had directly disposed
of the related assets or liabilities. This may mean that amounts previously recognised in other
comprehensive income are reclassified to profit or loss.

(c) Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker, who is responsible for allocating
resources and assessing performance of the operating segments, has been identified as the steering
committee that makes strategic decisions.
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Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Notes (continued)

2

(d)

(e)

Summary of significant accounting policies (continued)
Functional currency and translation of foreign currencies

(i) Functional and presentation currency

Items included in the financial statements of each of the Group's entities are measured using the currency of
the primary economic environment in which the entity operates ('the functional currency’). The consolidated
financial statements are presented in Kenya Shillings, which is the Company's functional currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency of the respective entity using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in profit or loss.

Translation differences on non-monetary items, such as equities held at fair value through profit or loss are
reported as part of the fair value profit or loss in profit or loss. Translation differences on non-monetary items,
such as equities classified as available-for-sale financial assets are included in the fair value reserve in
equity.

(iil) Group companies

The results and financial position of all the Group entities (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

* Assets and liabilities for each statement of financial position presented are translated at the closing
rate at the date of that statement of financial position,

e Income and expenses for each income statement are translated at average exchange rates (unless
this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates of the transactions),
and

« All resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities
are taken to statement of other comprehensive income. When a foreign operation is sold, such exchange
differences are recognised in the income statement as part of the gain or loss on sale.

Revenue from contracts with customers

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the Group's activities. Revenue is shown net of value-added tax (VAT),
returns, rebates and discounts and after eliminating sales within the Group.

The Group manufactures human nutrition products, animal nutrition products and distributes animal health
products. Sales of goods are recognised at a point in time depending on the nature of goods and services,
when the Group delivers products to the customer and there are no unfulfilled obligations that could affect
the customers’ acceptance of the goods. There is no variable element to the contract price, and payment,
less any deposit already paid, is typically due within 30 days of delivery.
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(f)

(9)

Summary of significant accounting policies (continued)

Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost and subsequently depreciated.
Historical cost includes expenditure that is directly attributable to the acquisition of the items

Subsequent costs are included in the assets carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. All other repairs and maintenance are charged to
the statement of comprehensive income during the financial period in which they are incurred.

Freehold land is not depreciated. 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 as follows:

Buildings on long leasehold land 2.5%

Buildings on short leasehold land over period of lease

Computer equipment 33.3%

Plant and machinery 5-75%

Furniture and fittings 12.5%

Motor vehicles 25%

Silos Shorter of 50 years or the unexpired period of the lease

for the land on which they are built

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period. An asset's carrying amount is written down immediately to its recoverable amount if the
asset's carrying amount is greater than its estimated recoverable amount.

Property, plant and equipment are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. 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. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating
units). Non-financial assets that suffered impairment are reviewed for possible reversal of the impairment
at each reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
included in profit or loss.

Intangible assets

Computer software

Costs associated with maintaining computer software programmes are recognized as an expense as
incurred. Development costs that are directly attributable to the design and testing of identifiable and
unique software products controlled by the Group are recognized as intangible assets when the following
criteria are met:

It is technically feasible to complete the software product so that it will be available for use;
Management intends to complete the software product and use or sell it;

There is an ability to use or sell the software product;

It can be demonstrated how the software product will generate probable future economic benefits;
Adequate technical, financial and other resources to complete the development and to use or sell the
software product are available; and

¢ The expenditure attributable to the software product during its development can be reliably measured.
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(g)

(h)

1)

(k)

h

intangible assets (continued)
Computer software(continued)

Directly attributable costs that are capitalized as part of the software product include the software
development employee costs and an appropriate portion of relevant overheads. Other development
expenditures that do not meet these criteria are recognized as an expense as incurred.

Developments costs previously recognized as an expense are not recognized as an asset in a subsequent
period. Computer software development costs recognized as assets are amortized over their estimated
useful lives, which does not exceed three years.

Non-current assets (or disposal Groups) held for sale

Non-current assets (or disposal Groups) are classified as assets held for sale when their carrying amount is
to be recovered principally through a sale transaction and a sale is considered highly probable. They are
stated at the lower of carrying amount and fair value less costs to sell.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to depreciation or amortisation but are tested annually
for impairment. Assets that are subject to depreciation or amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. 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. For the purposes
of assessing impairment, assets are Grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units). Non-financial assets other than goodwill that suffered impairment are
reviewed for possible reversal of the impairment at each reporting date.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises expenditure directly incurred
in purchasing or manufacturing the inventories plus an allocation of normal overhead expenditure attributable
to the processes of production hence the cost is determined using standard costs that approximate actual
weighted average cost. The cost of engineering spares is determined using the weighted average cost method.
Net realisable value represents the estimated selling price less all estimated costs to completion and costs to
be incurred in selling and distribution. Specific provisions are made for obsolete, slow moving and defective
inventories.

Share capital

Ordinary shares are classified as ‘share capital’ in equity. Any premium received over and above the par value
of the shares is classified as 'share premium’ in equity.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other short term highly liquid

investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities on the statement of financial position.
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(m) Financial instruments
(1) Initial recognition

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

(ii) Classification
The Group classifies its financial instruments into the following categories:

a) 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;

b) Financial assets that are held within a business mode! 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;

c) All other financial assets are classified and measured at fair value through profit or loss;
Notwithstanding the above, the Group may:

+ 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; and

+ 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 significantly reduces a measurement or
recognition inconsistency.

d) 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 or loss. The Group 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.

e) All other financial liabilities are classified and measured at amortised cost.

Financial instruments held during the year were classified as shown under note 2 [FRS 9-Financial
instruments- classification and measurement above.

(i) Initial measurement

On initial recognition:

a) Financial assets or financial liabilities classified as at fair value through profit or loss are measured at
fair value.

b) Trade receivables are measured at their transaction price.

c) 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
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(m) Financial instruments (continued)
(iv) 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.

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

Amortised cost 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.

(v) Impairment

The Group 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). If, 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 12-month expected credit losses. All changes in the loss
allowance are recognised in profit or loss as impairment gains or losses.

The Group has adopted the Expected Credit Losses (ECL) model to determine the impairment of trade
receivables. The Group opted to adopt the simplified approach of determining the impairment provision
This model includes some operational simplifications for trade and other receivables because they are often
held by entities that do not have sophisticated credit risk management systems These simplifications
eliminate the need to calculate 12-month ECL and to assess when a significant increase in credit risk has
occurred

(vi) Presentation

All financial assets are classified as non-current except those that are held for trading, those with maturities of
less than 12 months from the balance sheet date, those which management has 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 those held for trading, those expected to be settled
in the Group's normal operating cycle, those payable or expected to be paid within 12 months of the balance
sheet date and those which the Group does not have an unconditional right to defer settlement for at least 12
months after the statement of financial position date.
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(m)

(n)

Summary of significant accounting policies (continued)

Financial instruments (continued)
(vii) Derecognition/write off

Financial assets are de-recognised when the rights to receive cash flows from the financial asset have
expired, when the Group has transferred substantially all risks and rewards of ownership. or when the
Group has no reasonable expectations of recovering the asset.

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

When a financial asset measured at fair value through other comprehensive income, other than an equity
instrument, is derecognised, the cumulative gain or loss previously recognised in other comprehensive
income is reclassified from equity to profit or loss as a reclassification adjustment. For equity investments
for which an irrevocable election has been made to present changes in fair value in other comprehensive
income, such changes are not subsequently transferred to profit or loss.

(viii) 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.

Leases

The Group's leasing activities and how they are accounted for

The Group leases various warehouses, office spaces and vehicles. Rental contracts are typically made
for fixed periods of 6 months to 4 years but may have extension options. There are no non-lease
components in the lease contracts and consideration is based on their relative stand-alone prices.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose any covenants and there are no security interests in
the leased assets that are held by the lessor.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased asset is available for use by the Group. Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities include the net present value of the following lease
payments

« Fixed payments (including in-substance fixed payments), less any lease incentives receivable,

e Amounts expected to be payable by the group under residual value guarantees;

¢ The exercise price of a purchase option if the group is reasonably certain to exercise that option;
and

« Payments of penalties for terminating the lease, if the lease term reflects the Group exercising that

option

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for leases in the Group, the lessee's incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.
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Summary of significant accounting policies (continued)
Leases (continued)

The Group's leasing activities and how they are accounted for (continued)

To determine the incremental borrowing rate, the Group has used recent third-party financing received
by the individual lessee as a starting point, adjusted to reflect changes in financing conditions since third
party financing was received.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit
or loss over the lease period so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period

Right-of-use assets are measured at cost comprising the following:

e The amount of the initial measurement of lease liability;

* Any lease payments made at or before the commencement date less any lease incentives received;
* any initial direct costs; and

« Restoration costs.

Right-of-use assets are generally depreciated over the lease term on a straight-line basis. Payments
associated with short-term leases of low-value assets are recognised on a straight-line basis as an
expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less

Extension and termination terms

Extension and termination options are included in the leases across the Group. These are used to
maximise operational flexibility in terms of managing the assets used in the Group's operations. The
majority of extension and termination options held are exercisable only by the Group and not by the
respective lessor.

Employee benefits
(i) Retirement benefit scheme assets

The Group operates defined benefit retirement schemes for its employees. Typically, defined benefit
plans define an amount of pension benefit that an employee will receive on retirement, usually dependent
on one or more factors such as age, years of service and compensation.

With effect from 1 January 2022, the Company commenced operating a defined contribution retirement
benefit scheme for its employees as the defined benefit scheme was closed to new members and to
further contributions. For defined contribution plans, the company pays contributions to a multi employer
(umbrella) administered pension insurance plan on a mandatory, contractual or voluntary basis. The
Company has no further payment obligations once the contributions have been paid. The contributions
are recognized as employee benefit expense when they are due. Prepaid contributions are recognized
as an asset to the extent that a cash refund or a reduction in the future payments is available.

The liability/ asset recognised in the balance sheet in respect of defined benefit pension plans is the
present value of the defined benefit obligation at the end of the reporting period less the fair value of plan
assets. The defined benefit obligation is calculated annually by independent actuaries using the projected
unit credit method. The present value of the defined benefit obligation is determined by discounting the
estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have terms to maturity approximating to the
terms of the related pension obligation. In countries where there is no deep market in such bonds, the
market rates on government bonds are used.
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(o)

(P)

(q)

Employee benefits
(i) Retirement benefit scheme assets (continued)

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to equity in other comprehensive income in the period in which they arise. Past-service
costs are recognised immediately in income. The assets of all schemes are held in separate trustee
administered funds, which are funded by contributions from both the Group and employees.

The Group employees also contribute to the appropriate National Social Security Funds, which is a defined
contribution scheme.

(il) Other post-employment obligations

The Group operates an unfunded service gratuity benefit scheme for unionisable employees based on basic
salary and years of service. A provision is made for the estimated liability for such entittements as a result
of services rendered by employees up to the reporting date

The estimated monetary liability for employees' accrued annual leave entitlement at the reporting date is
recognised as an expense accrual.

Employee entitlements to gratuity and long service awards are recognized when they accrue to employees.
A provision is made for the estimated liability for such entittements as a result of services rendered by
employees up to the reporting date.

The estimated monetary liability for employees’ accrued annual leave entitlement at the reporting date is
recognized as an expense accrual.

Dividend distribution

Dividends payable on ordinary shares are charged to retained earnings in the period in which they are
declared. Proposed dividends are not accrued for until ratified in an Annual General Meeting.

Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount
has been reliably estimated. Provisions are not recognised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as interest
expense.

Current and deferred income tax

The tax expense for the period comprises current and deferred income tax. Tax is recognised in the income
statement except to the extent that it relates to items recognised in other comprehensive income or directly in
equity. In this case, the tax is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated based on the tax law enacted or substantively enacted at the
reporting date in the countries where the company and its subsidiaries operate and generate taxable income.
The directors periodically evaluate positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. They establish provisions where appropriate based on
amounts expected to be paid to the tax authorities.
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(s)

(t)

(u)

Current and deferred income tax (continued)

Deferred income tax is recognised, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying values in the financial statements. However,
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is determined using tax rates and laws that have been
enacted or substantively enacted at the reporting date and are expected to apply when the related deferred
income tax liability is settled or asset realised.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profits
will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of the temporary difference is controlled by the Group
and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred income tax assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred.

Borrowings are subsequently stated at amortised cost using the effective interest method; any differences
between proceeds (net of transaction costs) and the redemption value is recognised in the income
statement over the period of the borrowings using the effective interest method.

Grants

Grants are recognised at their fair value where there is a reasonable assurance that the grant will be
received, and the Group will comply with all attached conditions.

(i) Revenue Grants

Grants received to compensate expenses or for the purpose of giving immediate support to the Group
with no future related costs are recognised in the statement of profit or loss in the year of receipt.

(if) Capital Grants

Where a grant is related to an asset, the grant is presented in the statement of financial position and is
credited in the statement of profit or loss over the periods and in the proportions in which depreciation
expense on those assets they are used to finance is recognized.

Other income

Interest Income is recognised using the effective interest method.

Dividends are recognised as income in the period the right to receive payment is established.
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(v)

(w)

Summary of significant accounting policies (continued)
Non-current assets (or disposal groups) held for sale and discontinued operations

Non-current assets (or disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use and a sale is
considered highly probable. They are measured at the lower of their carrying amount and fair value less
costs to sell, except for assets such as deferred tax assets, assets arising from employee benefits,
financial assets and investment property that are carried at fair value and contractual rights under
insurance contracts, which are specifically exempt from this requirement

An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal group)
to fair value less costs to sell. A gain is recognised for any subsequent increases in fair value less costs
to sell of an asset (or disposal group), but not in excess of any cumulative impairment loss previously
recognised. A gain or loss not previously recognised by the date of the sale of the non-current asset (or
disposal group) is recognised at the date of derecognition.

Non-current assets (including those that are part of a disposal group) are not depreciated or amortised
while they are classified as held for sale. Interest and other expenses attributable to the liabilities of a
disposal group classified as held for sale continue to be recognised

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale
are presented separately from the other assets in the balance sheet. The liabilities of a disposal group
classified as held for sale are presented separately from other liabilities in the balance sheet

A discontinued operation is a component of the entity that has been disposed of or is classified as held for
sale and that represents a separate maijor line of business or geographical area of operations, is part of a
single co-ordinated plan to dispose of such a line of business or area of operations, or is a subsidiary
acquired exclusively with a view to resale. The results of discontinued operations are presented separately
in the statement of profit or loss.

Investment in joint ventures and associates

Under IFRS 11 Joint Arrangements investments in joint arrangements are classified as either joint
operations or joint ventures. The classification depends on the contractual rights and obligations of each
investor, rather than the legal structure of the joint arrangement.

Interests in joint ventures and associates are accounted for using the equity method, after initially being
recognised at cost in the balance sheet.

Under the equity method of accounting, the investments are initially recognised at cost and adjusted
thereafter to recognise the company's share of the post-acquisition profits or losses of the investee in profit
or loss, and the company’s share of movements in other comprehensive income of the investee in other
comprehensive income. Dividends received or receivable from associates and joint ventures are
recognised as a reduction in the carrying amount of the investment

Where the company's/ group's share of losses in an equity-accounted investment equals or exceeds its
interest in the entity, including any other unsecured long-term receivables, the group/ company does not
recognise further losses, unless it has incurred obligations or made payments on behalf of the other entity.

Unrealised gains on transactions between the group/company and its associates and joint ventures are
eliminated to the extent of the group’s interest in these entities. Unrealised losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred.

The carrying amount of equity-accounted investments is tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.
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Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expected future events that are believed to be reasonable under the circumstances.

(i) Critical accounting estimates and assumptions

Investment in associate

Critical estimates and assumptions have been used by management in determining the fair value of
customer relationships transferred in accounting for the investment in associate. Key assumptions used are

disclosed in Note 33

Useful lives of plant and equipment and whether assets are impaired

Critical estimates are made by directors in determining the useful lives and residual values of property,
plant and equipment based on the intended use and economic lives of those assets. The depreciation rates
applied in the year are set out in Note 2 (f).

Subsequent changes in circumstances such as technological advances or prospective utilisation of the
assets concerned could result in the actual useful lives or residual values differing from initial estimates

The directors have prepared value-in-use calculations to test whether there is impairment on the Company's
assets. Critical assumptions made by the directors in calculating the value-in-use of certain assets are set
out in Note 22

Impairment losses on financial assets

The measurement of the expected credit loss allowance for financial assets measured at armortised costs
is an area that requires the use of models and significant assumptions about future economic condition and
credit behavior (e.g. the likelihood of customers defaulting and the resulting losses). A number of significant
judgements and estimations are also required in applying the accounting requirements for measuring ECL,
such as:

The application of IFRS 9 risk parameters i.e. Probably of default (PD) and Loss given at default (LGD) for
trade receivables.

Income and transaction taxes

The Group is subject to income and transaction taxes in various jurisdictions. Significant judgment is
required in determining the Group's provision for income and transaction taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Group recognizes liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the financial statements in the period in
which such determination is made.
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4 Financial risk management objectives and policies
The Group's activities expose it to a variety of financial risks, including liquidity risk, credit risk, the effects
of changes in debt and equity market prices, foreign currency exchange rates and interest rates. The
Group's overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on its financial performance.

Financial risk management is carried out by the finance department under guidance of the Board of
Directors.

Marketl risk

(i) Interest rate risk

Group

Interest rate risks arise from fluctuations in the bank borrowing rates. The interest rates vary from time to
time depending on the prevailing economic circumstances. The Group closely monitors the interest rate
trends to minimize the potential adverse impact of interest rate changes.

The Group's interest rate risk arises from long-term borrowings. Borrowings issued at variable rates
expose the Group to cash flow interest rate risk which is partially offset by cash held at variable rates.

The Group regularly monitors financing options available to ensure optimum interest rates are obtained.

At 30 June 2022, an increase/decrease by 100 basis points in interest rates would have resulted in a
decrease/increase in post-tax profit of Shs 4,930,840 (2021: 7,978,772).

Company

The risk is not relevant to the company as it has no borrowings.

(ii) Price risk

Price risk arises from fluctuations in the prices of equity investments. At 30 June 2022 and 30 June 2021,
the Group and company did not hold investments that would be subject to price risk; hence this risk is not
relevant.

(ii) Foreign exchange risk

Group

The Group is exposed to foreign exchange risk arising from various currency exposures, primarily, with
respect to the US dollar and the Euro. Foreign exchange risk arises from future commercial transactions

and recognised assets and liabilities.

Management's policy to manage foreign exchange risk is to hold foreign currency bank accounts which act
as a natural hedge for purchases of imported raw materials and finished products

At 30 June 2022, if the Kenyan Shilling had weakened/strengthened by 5% against the USD with all other
variables held constant, post-tax profit for the year and equity would have been Shs 44 894 850 (2021:Shs
32.440,114) higher/lower, mainly as a result of US dollar denominated trade payables and bank balances.

Company

The company has no foreign currency denominated financial instruments and thus is not exposed to
foreign exchange risks.
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Credit risk

Credit risk arises from cash and cash equivalents and deposits with banks and financial institutions as well
as credit exposures to customers, including outstanding receivables and committed transactions. Credit
risk is the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Group.

Credit risk is managed by the Group Finance Director who is responsible for managing and analysing credit
risk for each new client before standard payment and delivery terms are offered.

In assessing whether the credit risk on a financial asset has increased significantly, the Group 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 Group 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 this purpose, default is defined as having occurred if 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.

The Group has adopted the Expected Credit Losses (ECL) model to determine the impairment of trade
receivables. The Group opted to adopt the simplified approach of determining the impairment provision
This model includes some operational simplifications for trade and other receivables because they are
often held by entities that do not have sophisticated credit risk management systems These simplifications
eliminate the need to calculate 12-month ECL and to assess when a significant increase in credit risk has
occurred

Using the simplified approach, management has segmented their accounts receivable balances into
Government debt and other trade debtors

For Trade debtors, management has used the simplified approach to determine probabilities of default (PD)
using collection trends in the past adjusted for forward looking economic variables as applicable. The
average PDs are then used to determine the provision. All debtors that are 120 days past due are
considered to be at default. The exposure at default is adjusted for guarantees and other collateral held to
determine the Loss Given Default (LGD).

Related party receivable balances are assessed for impairment based on the counterparty's ability to settle
on demand. No impairment was noted from management's assessment.

Cash balances and long-term deposits have been assessed for credit loss based on the credit rating of the

financial institutions holding the assets. The calculated impairment was considered immaterial to warrant
any adjustment.
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4

Financial risk management objectives and policies (continued)

Credit risk {continued)

The amount that best represents the Group and Company' s maximum exposure to credit risk at 30 June
2022 is made up as follows

Group
2022 2021
Shs’000 Shs’000
Cash and bank balances (Note 29) 734,378 1,520,663
Trade receivables (Note 20) 1,887,518 1,676,547
Other receivables 312,023 127,233
Due from related parties (Note 31) 650.488 318.081
3,584 407 3,542 524

The Group holds bank guarantees and cash deposits amounting to Shs 1.030 billion (2021: 1.110 billion)
as collateral for trade receivables. No collateral is held for the other assets. All receivables that are either
past due or impaired are within their approved credit limits, and no receivables have had their terms
renegotiated.

2022 2021

Shs’000 Shs’000

Neither past due nor impaired 1,571,425 1,167,046
Past due but not impaired 727,910 468,214
Subtotal not impaired 2,299,335 1,635,260
Impaired — fully provided for (Note 20) 238,064 259,368

All receivables past due by more than 120 days are impaired and are carried at their estimated recoverable
value. This is in addition to the qualitative analysis performed by management.

Company 2022 2021
Shs’000 Shs’000

Other receivables 4 547 4233
Cash and cash equivalents (Note 29) 3,001 2,990
Due from related parties (Note 31) 56,696 56,696
64244 63,919
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4

Financial risk management objectives and policies (continued)

Concentration risk

The concentration risk relates to exposure on sales that the Group faces on dealing with its key customers
The analysis below shows that the Group's one customer (Kenchic Limited) accounted for 16% of the
revenue of the Group (2021:11%). This customer has a high credit rating. All other sales are to a wide
unrelated customer base.

2022 % 2021 %
Shs’000 Shs’'000
Kenchic Limited 2,837,465 16% 1,918,877 1%
Others 15,194,869 84% 15,893,761 89%
Total 18,032,334 100% 17,812,638 100%

Liguidity risk

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which together with
management, closely monitors the Group’'s short, medium and long-term funding and liquidity
management requirements. The Group manages liquidity risk by maintaining adequate reserves, banking
facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities.

The table below analyses the Group's financial liabilities that will be settled on a net basis into relevant
maturity Groupings based on the remaining period at end of reporting period to the contractual maturity
date. The amounts disclosed in the table below are the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying balances, as the impact of discounting is not significant.

Group Below one year 2-5years Over 5 years Totals
Shs’'000 Shs’000 Shs’'000 Shs’000
At 30 June 2022
Liabilities:
Trade payables (Note 21) 1,522,562 - - 1,522,562
Other payables (Note 21) 1,052,732 - - 1,052,732
Due to related parties (Note 31) 322,815 - - 322,815
Borrowings 557,678 - - 557,678
Lease liability 35,780 26,642 - 62,423
Total financial liabilities 3,491,567 26,642 . 3,518,210
At 30 June 2021
Liabilities:
Trade payables (Note 21) 888,680 - - 888,680
Other payables (Note 21) 857,310 - - 857,310
Due to related parties (Note 31) 626,885 - - 626,885
Borrowings 548,805 428,137 - 976,942
Lease liabilities 19,464 - : 19,464
Total financial liabilities 2,941,144 428 137 - 3,369,281
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4

Financial risk management objectives and policies (continued)

Liquidity risk (continued)

The Group has undrawn committed borrowing facilities amounting to Shs 1,621,000,000 and USD
5,900,000 (2021: Shs 746,119,230 and USD 2,350,066). The borrowing facilities consist of loans and bank
overdrafts. Security for these borrowings includes an all assets debenture for Shs 2.3 billion issued by
subsidiary companies, corporate guarantees by Group companies and legal charges over certain
properties owned by subsidiary companies, and a property registered in the name of a Group company.

Below one Over one Totals
Company year year
At June 2022 Shs’000 Shs'000 Shs’000
Liabilities:
Other payables (Note 21) 8,191 - 8,191
Due to related parties (Note 31) 272,312 - 272,312
280,503 - 280,503
At June 2021
Liabilities:
Other payables (Note 21) 2632 - 2,632
Due to related parties (Note 31) 222 359 - 222,359
224 991 - 224,991

Capital management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
concern in order to provide returns for shareholders and to maintain an optimal capital structure to reduce
the cost of capital. In order to maintain or adjust the capital structure, the Group may adjust the amount of

dividends paid to shareholders, issue new capital or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including
‘current and non-current borrowings') less cash and cash equivalents. Total capital is calculated as equity

plus net debt.

The constitution of capital managed by the Group is as follows:
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4 Financial risk management objectives and policies (continued)

Capital management (continued)

Net cash reconciliation and gearing ratio 2022 2021

Shs’000 Shs'000
Equity 6,701,814 6,386,398
Borrowings (Note 17) 493,084 797,881
Less: cash and cash equivalents (Note 29) (734,719) (1,521,050)
Net cash (241,635) (723,169)
Gearing ratio 0% 0%

Fair value estimation
The different level of fair value measurement hierarchy is described as follows:

« Quoted prices (unadjusted) in active markets for identical assets (level 1),

e Inputs other than quoted prices included within level 1 that are observable for the asset, either directly
(that is, as prices) or indirectly (that is, derived from prices) (level 2); and

+ Inputs for the asset that are not based on observable market data (that is, unobservable data) (level
3).

The fair value of financial instruments traded in active markets is based on quoted market prices at the
year-end date. A market is regarded as active if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group and those prices represent actual and regularly occurring market
transactions on an arm's length basis. The quoted market price used for financial assets held by the Group
is the current bid price. These instruments are included in level 1.

The fair value of financial instruments that are not traded in an active market is determined by using
valuation techniques such as discounted cash flow analysis. These valuation techniques maximize the
use of observable market data where it is available and rely as little as possible on entity specific estimates
If all significant inputs required to fair value an instrument are observable, the instrument is included in
level 2.

If one or more of the significant inputs is not based on observable market data, the instrument is included
in level 3.

The carrying amounts of all assets and liabilities at the year-end date approximate their fair values.
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Revenue from contracts with customers

Group Company
2022 2021 2022 2021
Shs’000 Shs’'000 Shs’000 Shs’000
Sales recognised at a point in time by category:
Human nutrition 8,220,793 6,993,085 - -
Animal nutrition 10,048,762 11,530,653 - -
Animal health products 125,595 183,578 - -
Reclassified to discontinued operations (Note 32) (362,816) (894.678)

18,032,334 17,812,638 - -

The above revenue is recognised at a point in time.
Earnings per share

Basic earnings per share has been calculated by dividing the net profit attributable to shareholders by the
weighted average number of ordinary shares in issue during the year.

2022 2021
Profit for the year attributable to shareholders (Shs ‘000'): 187.414 179,175
Weighted average number of ordinary shares ('000’) 75707 75,707
Basic and diluted earnings per share: 2.48 2.37

Diluted earnings per share is the same as basic earnings per share.

Dividends

In respect of the current financial year, the directors do not propose the payment of dividend (2021: Nil).
Payment of dividend is subject to withholding tax at a rate of 10% for non-resident shareholders and 5%
for resident shareholders. For resident shareholders, withholding tax is only deductible where the
shareholding is below 12.5%.

Other income

Group

2022 2021

Shs’000 Shs’000

Sale of packing material (798) 5,594
Gain on disposal of property, plant and equipment 73,284 2,733
Sundry income 42,755 13,087
Amortisation of capital grants - 3,324
115,241 24,738
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9 Segmental reporting

The principal activity of the Group continues to be the milling of wheat and maize, baking and animal
nutrition products, and the distribution of animal health products. Management has chosen to organise the
entity around differences in market segments served by their products into two main segments namely
human nutrition and animal nutrition and health. Management considers the fact that reports regularly
reviewed by the chief operating decision maker in order to allocate resources and to assess performance
are based on these two operating segments. Leadership team which comprises of the managing director,
finance director, general managers and functional heads is considered to be the key decision-making organ

Description of the types of products and services from which each reportable segment derives its
revenues

Unga Group Plc has two reportable segments: human nutrition and animal nutrition and health. The human
nutrition segment produces products for human consumption. The animal nutrition and health segment
produce animal feeds and mineral supplement products and distributes products for animal health.

Measurement of operating segment profit or loss, assets and liabilities

The accounting policies of the operating segments are the same as those described in the summary of
significant accounting policies.

Factors that management uses to identify the entity’s reportable segments

Unga Group Plc segments are strategic business units that serve different market segments. They are
managed separately because each business requires different technology and marketing strategies.

Information about major customers

One customer with revenues of Shs 2,837, 465,000 (2021: Shs 1,918,877,000) under the animal health and
nutrition segment accounts for more than 10% of the Group revenue.
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9 Segmental reporting (continued)

Year ended 30 June 2022

Revenue from external customers
Interest income

Other income

Interest expense

Depreciation and amortisation
Reportable segmental profit
Income tax expense

Other material non-cash items:
Reportable segment assets

Capital expenditures for non-current assets
Reportable segmental liabilities

Human Animal Others Elimination Discontinuing Consolidation
Nutrition Nutrition & Operations
Health

Shs’000 Shs’000 Shs’000 Shs’000 Shs’000 Shs’000
8,210,093 10,838,165 - (653,108) (362,816) 18,032,334
26,269 8,601 7,178 - (869) 41,079
169,780 290,776 469,278 - (814,593) 115,241
185,439 82,690 - - (683) 267,446
162,219 90,043 15,585 - (16,496) 251,351
(454 475) 56,104 485,357 - (807,963) (720,978)
127,893 99,278 (2,795) - 5,439 229815
5,265,244 5,205,774 6,667,612 (6,850,980) - 10,287,650
38,356 63,208 - - - 101,564
3,171,400 2,737,170 775,985 (3,098,719) - 3.585.836
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9 Segmental reporting (continued)

Year ended 30 June 2021

Revenue from external customers
Interest income

Other income

Interest expense

Depreciation and amortisation
Reportable segmental profit
Income tax expense

Other material non-cash items:
Reportable segment assets

Capital expenditures for non-current assets
Reportable segmental liabilities

Human Animal Others Elimination Discontinuing  Consolidation
Nutrition Nutrition & Operations
Health
Shs’000 Shs’000 Shs’000 Shs’000 Shs’000 Shs'000
LATL297 11,714,231 - (778,132) (894,678) 17,812,638
5,344 6,221 9,249 - (1,217) 19,597
10,786 12,577 4,385 - (3,010) 24,738
94 267 59,960 (1,986) - (1,674) 150,567
203,331 83,368 826 - (64,286) 223,240
53,278 491,503 (28,416) - (31,133) 485,232
(63,912) (165,991) (2,527) - 44 164 (178,266)
5,850,281 4,272 467 2,139,211 (2,497 766) 284 586 10,048,779
63,283 84,779 - - - 148,062
3,513,927 2,083,782 497,571 (2,497,766) 61,350 3,658,864
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10 Finance costs Group Company
Shs'000 Shs’000 Shs’'000 Shs’000
Finance income:
Interest income on deposits 41,079 19,597 32 56
Finance costs:
Interest expense on bank loans 71,908 82,750 - -
Interest expense on bank overdrafts 13,844 - - -
Interest expense on trade finance 18,482 31,952 - -
Finance charge on leases 8627 4036 = -
Net foreign exchange losses 154 585 31,829 - -
267 446 150,567 < =
11 Breakdown of expenses by nature
The operating (loss)/profit is arrived at after charging:
Staff costs (Note 12) 883,692 859,941 - -
Outsourced selling and distribution costs 71,000 - - -
Depreciation of property, plant and equipment (Note 22) 217,272 287,525 - -
Depreciation of assets held for sale (Note 31) 16,496 - - -
Depreciation of right-of-use assets (Note 23) 16,075 37,916 - -
Amortisation of intangible assets (Note 24) 1,508 10,089 - -
Directors remuneration (Note 31(iv)) 24 180 23,190 24 180 23,190
Auditor's fees 14 503 14,503 84 84
Provision for expected credit losses (Note 20) (21,304) (242,714) - -
Impairment of property, plant and equipment (Note 22) 491721 18,426 - -
12 Staff costs Group
2022 2021
Shs’000 Shs’000
Salaries and wages 761,933 671,007
Redundancy costs 7,831 67,680
Retirement benefits obligation (Note 27) 57,205 59,033
Social security costs (NSSF) contributions 795 1,007
Other staff cost 55,928 49 455
Service gratuity (Note 27) - 11,759
883,692 859,941
The average number of employees of the Group during the year was as 2022 2021
follows:
Production 103 134
Sales and distribution 39 126
Management and administration 141 140
283 400
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Income tax expense

The income tax expense has been calculated using income tax rate of 30% as at 30 June 2022 (2021
25 & 30%).

2022 2021

Shs’000 Shs’000

Current income tax 12,617 142,637
Overprovision for current income tax in prior year (7,192) (6,5086)
Deferred income tax (Note 18) (229,801) 86,300
Income tax (credit)/ expense (224,376) 222,431

The tax on the Group’s profit before income tax differs from the theoretical amount that would arise using
the statutory income tax rate as follows:

2022 2021
Shs’000 Shs’000
(Loss)/ profit before income tax from:
Continuing operations (720,978) 485,232
Discontinuing operations 807,963 30,676
Profit before income tax 86,985 515,908
Tax calculated at the statutory income tax rate of 30% (2021~ 25% 26,096 141,875
30%)
Tax effects of:
Expenses not deductible for tax purposes 31,994 29,399
Income not subject to tax (274,433) (15611)
Over-provision of current income tax in prior years (7,192) (6,506)
(Under)/ over provision of deferred income tax in prior years (4,771) 23,949
Deferred income tax asset not recognised (Note 18) 3,930 36,068
Effect of change in tax rate - 13,257
Income tax (credit)/ expense (224,376) 222,431
Income tax (credit)/ expense is attributable to:
Continuing operations (229,815) 178,267
Discontinued operation 5439 44, 164
(224,376) 222,431
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14 Share capital

Number of Ordinary Share
Shares Shares premium
(Thousands) Shs’000 Shs’'000
Authorised:
Balance at 1 July 2020, 30 June 2021 and 30 June 2022 82,760 413,800 73,148

Issued and fully paid:
Balance at 1 July 2020, 30 June 2021 and 30 June 2022 75,707 378,535 73,148

The total authorised number of ordinary shares is 82,760,000 with a par value of Shs 5 per share. The
total number of ordinary shares issued 75,706,986 with a par value of Shs 5 per share. All issued shares
are fully paid. They entitle the holder to participate in dividends, and to share in the proceeds of winding
up the company in proportion to the number of and amounts paid on the shares held. On a show of
hands or electronically, every holder of ordinary shares present at a meeting, in person or by proxy. is
entitled to one vote, and on a poll each share is entitled to one vote.

15 Other reserves

Other reserves comprise the following.

Currency Re-measurement Total
translation of retirement
differences benefit asset
Shs’000 Shs'000 Shs'000
Year ended 30 June 2022
At start of year (38,450) 5281 (33,169)
Credit to other comprehensive income (5,439) 5,790 351
At end of year (43,889) 11,071 (32,818)
Year ended 30 June 2021
At start of year (30,457) (10,841) (41,298)
Credit to other comprehensive income (7,993) 16,122 8,129
At end of year (38,450) 5,281 (33,169)

Other reserves as included above are non-distributable

16 Non-controlling interests

2022 2021
Group Shs’000 Shs’000
At start of year 2,161,955 2,050,498
Share of profit for the year 123,947 114,302
Share of other comprehensive income 188 (2,845)
At end of year 2,286,090 2,161,955
Summary of Non-controlling interest:
Unga Holdings Limited:
35% Equity interest held by Seaboard Corporation in Unga Holdings 2,286,090 2,161,955

Limited
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16 Non-controlling interests (continued)
Summarised financial information on subsidiaries with material non-controlling Interests

Unga Holdings Limited which has a 35% non-controlling interest operates as a holding company
A summary of its financial performance is set out below:

Unga Holdings Limited summarised statement of financial position 2022 2021
Shs’000 Shs'000
Current assets 6,019,267 6,209,800
Current liabilities (3,466,924) (2,711,007)
Liabilities associated with assets held for sale - (61,350)
2,552,343
Total current net assets 3,437 443
Non-current assets 4,481,748 3,713,670
Assets Held for sale - 284 586
Non-current liabilities (161,529) (917.809)
Total non-current net assets 4,320,219 3,080,447
Total net assets 6,872,562 6,517,890
Unga Holdings Limited summarised statement of comprehensive income
Revenue 18,032,334 17,812,638
(Loss)/ profit before income tax (678,943) 517,210
Income tax (credit)/ expense 230,552 (177.144)
(Loss)/ profit from continuing operations {448,301) 440,060
Profit/ (loss) from discontinuing operations 802,524 (13,488)
Other comprehensive income 539 8,129
Total comprehensive income 354 672 334,707
Unga Holdings Limited summarised cash flows
Net cash generated from operating activities 70,092 1,044 237
Net cash used in investing activities (5617,615) (133,507)
Net cash used in financing activities (332,117) (59,110)
Net (decrease)/ increase in cash and cash equivalent (779,640) 851,620
Cash and cash equivalent at start of year 1,463,506 607 449
Net (decrease)/ increase in cash and cash equivalent (779,640) 851,620
Effect of exchange rates (8,368) 4437
At end of year 675,498 1,463,506
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17 Borrowings 2022 2021
Shs’000 Shs’000

Group
Bank loans 493,084 797,880

The borrowings are classified as follows:

Current

Bank borrowings repayable within 1 year 493,084 239,718

Non- current

Bank borrowings repayable between 2-5 years - 558,162
493,084 797,880

Movement in borrowings:

At start of year 797,880 829,701

Repaid during the year (304,796) (31,821)

At end of year 493,084 797.880

Bank loans comprise the following facilities to the subsidiary Companies,

Unga Limited
Bank loan is comprised of a 6-year term loan of Shs 860,000,000 taken in 2018 with ABSA bank to finance

the purchase and construction of a new wheat milling plant in Eldoret. Interest charged is Central Bank Rate
(CBR) plus 3% Margin. The loan is repayable in equal instalments after the end of the 12 months
moratorium. The entire loan had been drawn down as at 30 June 2022. The effective interest rate on the
facility at 30 June 2022 was 12% (2021: 13.5%)

The borrowings are secured by an all-assets debenture for Shs 1.885 billion, corporate guarantees by Unga
Group Plc of Shs 1.885 billion and legal charges of Shs 1.885 billion over certain properties.

Under the terms of the “facility agreement’ dated 26 April 2017, the Company is required to comply with
certain financial covenants. The following financial covenants had not been complied with as at 30 June
2022
+ Interest Cover - EBIT shall not fall below 2.5 times finance charges for such relevant period (ratio as
at 30 June 2022 was 2.2).
+« Debenture cover should not be less than 2 (ratio as at 30 June 2022 was 1.04).

Consequently, the Directors have reclassified the borrowings from non-current to current liabilities as the
breach gives the bank a right to recall the loan immediately. However, the Company received a letter from
the lender confirming that the breach had been condoned as at year end.

Unga Farm Care (EA) Limited
A 3-year term loan of Shs 294,000,000 taken in 2019 with NCBA bank to finance the purchase and

construction of a new soya bean milling plant. Interest charged is CBR plus 3.1% Margin. The loan is
repayable in equal installments. A total of Shs 278,022,763 of the loan amount had been drawn down as at
30 June 2019. The effective interest rate on the facility at 30 June 2022 was 12% (2021:12%).

The borrowing is secured by a specific asset debenture for Shs 294 million on the soya bean mill. Under
the terms of the “facility agreement” dated 7 December 2018, the Company is required to comply with
certain financial covenants. The following financial covenant had not been complied with as at 30 June
2022

« Liquidity ratio 1:1 (ratio as at 30 June 2022 was 0.76)

Consequently, the Directors have reclassified the borrowings from non-current to current liabilities as the
breach gives the bank a right to recall the loan immediately.
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18 Deferred income tax

Deferred income tax is made up of the following.

Deferred income tax assets
Deferred income tax liabilities

Net deferred income tax liabilities

Group
2022 2021
Shs'000 Shs’000
4716 4716
(137,078) (363,062)
(132,362) (358,346)

Deferred income tax is calculated using the enacted income tax rate of 30% (2021: 30%). The movement in
the net deferred income tax liabilities is as follows:

2022 2021
Shs’000 Shs'000
At start of year (358,346) (265,137)
Charge/ (credit) to profit or loss 229 801 (86,300)
Charge to other comprehensive income (3,.817) (6,909)
At end of year (132,362) (358,346)
Group
01.07.2021 Charged/ Credit to 30.06.2022
(credited) ocCl
Year ended 30 June 2022 to PIL
Shs’000 Shs’'000 Shs'000 Shs’000
Deferred income tax liabilities
Property plant and equipment 829,811 (291,765) - 538,046
Retirement benefits obligation 12,839 : 3,817 16,656
842,650 (291,765) 3,817 554 702
Deferred income tax assets
Unrealized exchange losses (1,713) 2,061 - 348
Other deductible differences (86,424) 37,913 - (48,511)
Tax losses carried forward (572,492) 18,059 - (554,433)
(660,629) 58,033 - (602,596)
Deferred income tax asset not recognised 176,326 3,930 - 180,256
Net deferred income tax 358,347 (229,802) 3817 132,362
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18 Deferred income tax (continued)

Year ended 30 June 2021

Deferred income tax liabilities
Property plant and equipment
Retirement benefits obligation

Deferred income tax assets
Unrealized exchange losses
Other deductible differences
Tax losses carried forward

Deferred income tax asset not
recognised

Net deferred income tax

01.07.2020 Charged/ (Charge) 30.06.2021

(credited) to to OCI

PIL

Shs'000 Shs’'000 Shs’000 Shs’000
725177 104,634 - 829,811
5930 - 6,909 12,839
731,107 104,634 6,909 842 650
(7,933) 6,220 - (1,713)
(132,647) 46,223 - (86,424)
(465,648) (106,845) - (672,493)
(606,228) (54,402) - (660,630)
140,258 36,068 - 176,326
265,137 86,300 6,909 358,346

The Group has not recognised the deferred income tax asset arising from tax losses carried forward in a
subsidiary entity because it is uncertain as to when the Group will generate sufficient future profits to utilise
the losses. Deferred income tax asset includes deferred income tax arising from tax losses realised in some
operating subsidiaries with part attribution to capital allowances granted in the past. The group has
concluded that the deferred assets will be recoverable using the estimated future taxable income based on
the approved business plans and budgets for the subsidiaries.

19 Inventories

Raw materials

Finished products

Packing materials

Engineering spares

Reclassified to held for sale (Note 32)

Inventories expensed in cost of sales amounted to Shs 15.41 billion (2021: Shs 17.42 billion)
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Group
2022 2021
Shs'000 Shs'000
1,389,457 1,761,439
473,701 521,362
60,832 71,754
130,452 118,729
- (11,560)
2,054,442 2,461,724
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20 Trade and other receivables

Trade receivables
Related party trade receivables (Note 31)
Less: Provision for expected credit losses

VAT recoverable
Other receivables and prepayments
Due from related parties (Note 31)

The movements in the provision for expected credit losses on trade and other receivables was as

follows:

At start of year
Charge to profit or loss in the year

At end of year

Expected credit losses are made up as follows:

Trade receivables
Other receivables

21 Trade and other payables

Trade payables
Other payables and accrued expenses
Due to related parties (Note 31)

Group Company
2022 2021 2022 2021

Shs’000 Shs’000 Shs’000 Shs'000
1,887,518 1,676,547 -

649,881 318,081 -

(238,064) (259,368) -

2,299,335 1,635,260 - -
328,240 284 888 - -
312,023 127,233 4,547 4,233

607 - 56,696 56,696

2,940,205 2,047,381 61,243 60,929

Group Company
2022 2021 2022 2021

Shs’000 Shs’000 Shs'000 Shs’'000

259,368 502,082 - )

(21,304) (242,714) - -

238,064 259,368 - -

238,064 259,368 -

238,064 259,368 - B
1,522,562 888,680 - -
1,052,732 857,310 8,191 2,632

322,815 626,885 272,312 222,359
2,898,109 2,372,875 280,503 224,991
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22 Property, plant and equipment

Plant and Motor Work in
Buildings  equipment vehicles progress Total
Shs’000 Shs’000 Shs’'000 Shs’'000 Shs’'000
Year ended 30 June 2022
Opening net book value 1,050,896 2,121,040 11,685 340,690 3,524 311
Additions - 50,887 18,099 6,037 75,023
Transfers 41,954 (15,202) - (26,752) -
Disposals (2,709) - (2,296) - (5,005)
Impairments - (491,721) - - (491,721)
Depreciation charge (19,210) (185,118) (12,944) - (217,272)
Depreciation on transfers (5,853) 5,853 - - -
Depreciation on disposals 1,708 - 2,296 - 4,004
Closing net carrying amount 1,066,786 1,485,739 16,840 319,975 2,889,340
At 30 June 2022
Cost 1,157,699 2,886,701 206,171 319,975 4,570,546
Accumulated depreciation (90,913)  (1,400,962) (189,331) - (1,681,206)
Net carrying amount 1,066,786 1,485,739 16,840 319,975 2,889,340
Plant and Motor Work in
Buildings  equipment vehicles progress Total
Shs'000 Shs’'000 Shs’'000 Shs’000 Shs'000
Year ended 30 June 2021
At start of the year 1,001,872 2,676,413 33.415 252,051 3,963,751
Additions 4,416 48,475 - 88,639 141,530
Disposals - (7,987) (3) - (7.990)
Depreciation charge (27,267) (239,515) (20,743) - (287,525)
Reclassified to held for sale (Note 32)  (5,745) (266,297) (984) - (273,026)
Currency translation differences 77,620 (90,049) - - (12,429)
Closing net carrying amount 1,050,896 2,121,040 11,685 340,690 3,624 311
At 30 June 2021
Cost 1,118,454 3,342,737 190,368 340690 4,992 249
Accumulated depreciation (145178)  (1,131,486) (178,683) - (1,455,347)
Currency translation differences 77,620 (90,211) - - (12,591)
Net carrying amount 1,050,896 2,121,040 11,685 340,690 3,524,311

The Group has pledged assets with net book value of 17,922 000 (2021: Shs 18,403,000) to secure bank

borrowings (see Note 17).

Work in progress relates to Silo rehabilitation & gantry project in Nairobi feeds and Fawema lines relocation

Eldoret.

Transfers relate to building capitalized after venture asset transfer within the year.
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22 Property and equipment (Continued)
Impairment assessment
Decline in business performance occasioned by a challenging operating environment gave rise to
indicators of potential impairment of certain milling assets. As required by the International Financial

Reporting Standards, management prepared a projected cash flows model to assess for impairment.

The following table describes the key assumptions used by management in the value in use
calculations that were prepared to test the assets with a net book value of Shs 1,321,846,000 for

impairment:

Assumption Approach used to determine values:

Discount rate Based on specific risks relating to the industry and country for KES
denominated cash flows. Factors considered for the industry include
regulatory environment, market competition, and barriers to entry.

Volume growth This is based on management's market sizing and market share projection

Gross margin Based on past experience and management expectations of the future

Expenses as percentage [Based on past experience and management expectations of the future

of revenue

Based on the assumptions described above, the recoverable amount of the assets was lower than
the carrying amount at 30 June 2022 by Shs. 491,721,000 (2021: 18,426,000). The impairment has
been adjusted in the statement of profit or loss and recognised against plant and equipment.

Sensitivity analysis

The potential Impact of possible adverse shift in key model input, judgements and assumptions are
as follows;

* If volumes decline by 2% per year over the plan period, lower than management have
estimated and all other assumptions remain unchanged, the impairment increases by Shs. 36
million.

« |f gross profit margin reduces from by 1%, lower than management have estimated and all
other assumptions remain unchanged, the impairment increases by Shs. 219 million.

e |f expenses increase by 0.5% of revenue, higher than management have estimated and all
other assumptions remain unchanged, the impairment increases by Shs. 160 million.

» If the discount rate increases by 1%, higher than management have estimated and all other
assumptions remain unchanged, the impairment increases by Shs. 48 million

The directors and management have considered and assessed reasonably possible changes for other
key assumptions and have not identified any instances that could cause significant misstatement of
the value-in-use calculations used to estimate the recoverable amount of the cash generating units
(CGU).
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23 Leases

(i) Right-of-use assets

Year ended 30 June 2022
Cost

At start of year

Additions

Transfers

Amortisation
At start of year
Charge for the year

At end of year

Carrying amount at end of year

Year ended 30 June 2021
Cost

At start of year

Additions

Amortisation
At start of year
Charge for the year

At end of year

Carrying amount at end of year

Leasehold Warehouse Motor Total
land vehicles
Shs’000 Shs’000 Shs’000 Shs'000
153,930 82.561 69,299 305,790
26,541 9,736 4 887 41 164
(6,671) 6,671 o .
173,800 98,968 74,186 346,954
51,540 57,928 65,655 175,123
(13,311) (3,515) 751 (16,075)
38,229 54,413 66,406 159,048
135,671 44 555 7.780 187,906
151,230 77,406 54 670 283,306
2,700 5,155 14,629 22,484
153,930 82,561 69,299 305,790
42,216 40,321 54 670 137,207
9,324 17,607 10,985 37,916
51,540 57,928 65,655 175,123
102,390 24 633 3,644 130,667

The operating lease prepayment relates to leasehold land. The leasehold land was revalued as at 28
February 2018 by Tysons Limited on an open market value basis for existing use at Shs 2.65 billion.

The Group has pledged leasehold land with a net book value of Shs 17,922,000 (2021: Shs 18,403,000) to
secure borrowings granted to it (see Note 17).
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23 Leases (continued)

(i) Lease liabilities

Current
Non-current

(iii) Lease liability movement

Start of the year
Additions

Finance charge

Finance charge payments
Principal payments

Early lease termination
Gain on lease termination

At end of year

24 Intangible assets

Computer software
Group

Cost

At start of year
Additions

At end of year

Amortisation
At start of year
Amortisation for the year

At end of year

Net book value
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2022 2021
Shs ‘000’ Shs ‘000’
30,860 19,464
24,451 :
55,311 19,464
19,463 38,858
63,169 19,784
8,627 4,036
(8,627) ;
(27,321) (27,289)
- (10,283)
. (5.642)
55,311 19,464
395,351 395,351
395,351 395,351
381,325 371,236
1,508 10,089
382,833 381,325
12,518 14,026
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25 Investment in subsidiaries — Company

Unquoted investment at cost in wholly owned subsidiary

Unga Investments Limited

Details of the Company's subsidiaries are as follows:

Company name Principal Principal activity

place of

business
Unga Investments Kenya Operates as a holding and an
Limited investment company

2022
Shs’000

1,287,335

2021
Shs’000

1,297,335

% Interest
held

100

Share capital
Shs’000

22,200

Unga Investments Limited has a 65% holding in its subsidiary, Unga Holdings Limited which operates as

a holding company in Kenya and has the following subsidiaries:

Company name Principal Principal activity
place of
business
Unga Limited Kenya Milling of wheat and maize
Unga Farm Care Kenya Manufacture of animal
(EA) Limited nutrition products and distribution of
animal health products
Unga Feeds Limited Kenya Dormant company
Unga Foods Limited Kenya Dormant company
Unga Millers (U) Uganda Milling of wheat and maize, and
Limited distribution of animal nutrition products
Ennsvalley Bakery Kenya Manufacture and sale of cakes,
Limited roles, breads and pastries

26  Capital grants

% Interest
held

100%
100%

100%
100%
100%

100%

Share capital
Shs’'000

220,000
22,520

42,300
15,400
7,280

250

Capital grants relate to amounts received from the Dutch government as a partial funding for the
construction of a new fish feed milling plant at the Dakar Road premises. The grant was written back in
other income following transfer of fish feed plant to the venture with Nutreco in Kenya.

At start of year

Grant received in the year
Amortisation to profit or loss
Transfer to held for sale (Note 32)

At end of year
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2022
Shs’000

2021
Shs’'000

64,674

(3,324)
(61,350)
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27 Post-employment benefits obligation

The group had the following post-employment benefits obligations as at year end,;

2022 2021
Assets
Retirement benefits scheme 29,494 43 698
Liabilities
Service gratuity scheme - 14,010
Service gratuity scheme

The Group operates an unfunded post-employment benefit plan which provides service gratuity to its
unionised employees based on final salary and years of service. The movement in the obligation based on
past service cost is as follows;

2022 2021

Shs'000 Shs’'000

At start of year 14,010 3,643
Charge/ (credit) to profit or loss - 11,759
Payments in the year (14,010) (1.292)
At end of year - 14,010

Retirement benefits scheme

The Group operates a contributory defined benefits pension plan for employees of Unga Limited and Unga
Farm Care (EA) Limited. The retirements benefits scheme asset represents the actuarial allocation of the
surplus of the fair value of the scheme assets over the value of past service pension cbligations after
applying an asset ceiling to the Group. An asset ceiling has been applied only to recognise the benefit
arising from reduced employer contributions available to the Group as a result of the scheme being in an
actuarial surplus position.

The retirements benefits scheme asset represents the Group's share of the actuarial surplus of the fair
value of the scheme assets over the value of past service pension obligations after applying an asset ceiling
to the group. An asset ceiling has been applied only to recognise the benefit arising from reduced employer
contributions available to the company as a result of the scheme being in an actuarial surplus position

During the year, management resolved to redesign its retirement benefits arrangement by moving from a
hybrid (defined benefit and defined contribution) arrangement to a defined contribution arrangement under
a multi-employer umbrella arrangement. All new and pensionable employees will be eligible to join the new
scheme. Existing active members will be invited to join the new arrangement. In respect of the past service
benefits earned for service up to 31 December 2021, management will provide members with an opportunity
to transfer these benefits to the new scheme, once the initial on-boarding is complete. The redesign was
still in progress as at 30 June 2022.
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27 Post-employment benefits obligation (continued)

Retirement benefits scheme (continued)

The amount included in the statement of financial position arising from the Group's obligation in respect of

this defined benefits pension scheme is arrived at as follows:

2022 2021
Shs’000 Shs’'000
Present value of funded obligations 923,026 926,634
Fair value of plan assets (982,014) (1.014,030)
Surplus on funded plan (58,988) (87,396)
Impact of asset ceiling 29,494 43,698
Retirement benefit scheme as recognised in the statement of financial (29,494) (43.698)
position
The movement in the retirement benefit scheme asset over the year was as follows:
Present Fair value Impact of
value of of plan Total asset Total
Obligation assets ceiling
Shs’000 Shs’000 Shs’000 Shs’000 Shs’'000
Year ended 30 June 2022
At start of year 926,634 (1,014,030) (87,396) 43,698 (43,698)
Current service cost 79,507 - 79,607 - 79,507
Interest expense/ (income) 101,615 (123,917) (22,302) - (22,302)
Charge to profit or loss 181,122 (123,917) 57,205 - 57,205
Re measurements:
Return on plan assets - 130,344 130,344 - 130,344
Change in experience (8,651) (39,782) (48,433) - (48,433)
Change in assumptions (120,213) 39,782 (80,431) - (80,431)
Change in asset ceiling - - - (14,204) (14,204)
Ch?rzggr;?‘her Comprenensive  yoang4) 130,344 1,480 (14204)  (12,724)
Contributions:
- Employees - (11,030) (11,030) - (11,030)
- Employer - (19,247) (19,247) - (19,247)
- Payments from plan (55,866) 55,866 - - -
(55,866) 25589 (30,277) - (30,277)
At end of year 923,026 (982,014) (58,988) 29 494 (29,494)
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27 Post-employment benefits obligation (continued)

Retirement benefits scheme (continued)

Present Fair value Impact of
value of of plan Total asset Total
Obligation assets ceiling

Shs'000 Shs’000 Shs’000 Shs’000 Shs’000
Year ended 30 June 2021
At start of year 871,309 (915,473) (44 164) 44 164 -
Current service cost 73,728 - 73,728 - 73,728
Interest expense/ (income) 94,933 (109,628) (14,685) - (14,695)
Charge to profit or loss 168,661 (109,628) 59,033 - 59,033
Re measurements:
Return on plan assets

(54,038) (54,038) - (54,038)

Change in experience 31,473 31473 - 31473

Change in asset ceiling - - (466) (466)

Charge to other

comprehensive income 31,473 (54,038) (22,565) (466) (23,031)

Contributions:

- Employees - (42,665) (42,665) - (42 665)

- Employer - (37,035) (37,035) - (37,035)

- Payments from plan (144,809) 144,809 - - -
(144,809) 65,109 (79,700) . (79,700)

At end of year 926,634 (1,014,030) (87,396) 43,698 (43,698)

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is as

follows:
At current

Discount rate discount rate 1% Increase 1% Decrease

Shs 'million Shs ' million Shs ' million
At 30 June 2022
Present value of obligation 9226 913.7 9325
At 30 June 2021
Present value of obligation 926.6 917.3 935.8
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27 Post-employment benefits obligation (continued)

Retirement benefits scheme (continued)

The significant actuarial assumptions were as follows,

2022 2021
Discount rate 14.20% 12.4%
Rate of salary escalation 12.20% 10.4%
Rate of pension increases 0% 0%

Since the bulk of the benefits payable under the scheme are salary related and there are no pensions paid
from the scheme, the sensitivity of the liability to a change in the salary escalation assumption is expected
to be consistent with the sensitivity to the discount rates.

The plan assets are comprised of the following;

2022 2022 2021 2021

Shs’000 % Shs’'000 %

Quoted equities 253,639 26 299,697 29
Offshore investments 61,163 6 41,509 4
Government bonds 676,319 69 655,475 65
Commercial paper and corporate bonds - - 5,000 -
Fixed and time deposits 2,000 - 26,334 3
Net current liabilities (11,107) (1) (13,986) (1)
Total 982,014 100 1,014,029 100

Through its defined benefit pension plans and, the Group is exposed to a number of risks, the most significant
of which are detailed below:

Asset volatility

The plan liabilities are calculated using a discount rate set with reference to treasury bonds yields; if plan
assets underperform this yield, this will create a deficit. The plan assets currently exceed the liabilities and
this risk is therefore not considered significant.

Changes in bond yields

A decrease in treasury bond yields will increase plan liabilities, although this will be partially offset by an
increase in the value of the plans’ bond holdings.
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28 Cash generated from operations

Reconciliation of profit before income tax to cash generated from operations:

Group Company

Group 2022 2021 2022 2021

Shs’000 Shs’'000 Shs'000 Shs’000
Profit/ (loss) before income tax from:
Continuing operations (720,978) 485,232 (565,187) (35,759)
Discontinuing operations 807,963 30,676 . .
Profit/ (loss) before income tax 86,985 515,908 (55,187) (35,759)
Adjustments for:
Depreciation (Note 22) 217,272 287,525 - -
Depreciation of assets held for sale (Note 31) 16,496 - - -
Amortisation of leases (Notes 23) 16,075 27,633 - -
Interest paid 112,861 114,702 - -
Finance charge on leases 8,628 4,036 - -
Amortisation of intangible assets (Note 24) 1,876 10,089 - -
Amortisation of capital grant (Note 26) (61,350) (3,324) - -
Gain on disposal of property, plant and equipment  (665,275) (2,733) - -
Post-employment benefits obligation 26,928 (10,200) - -
Gain on lease termination - (5,642) -
Impairment 491,721 - -
Share of profit in associate (7,429) - - -
Changes in working capital:
-inventories 407,282 2,142 469 - -
-trade and other receivables (887,579) 507,053 (314) 5928
-trade and other payables 525,234 (2,374,211) 55,512 29,859
Cash generated from operations 289,725 1,213,305 1 28

29 Cash and bank balances

For the purposes of the statement of cash flows, cash equivalents include short term liquid investments which
are readily convertible into known amounts of cash and which were within three months of maturity when
acquired, less advances from the bank repayable within three months from the date of advance.

Cash and bank balances Group Company
2022 2021 2022 2021
Shs’000 Shs’000 Shs’000 Shs'000
Bank balances 734 378 1,520,663 3,001 2,990
Cash balances 341 387 - -
Cash and cash equivalents 734,719 1,521,050 3,001 2,990
Net debt reconciliation
Cash and cash equivalent 734719 1,521,050 - =
Borrowings (493,084) (797,881) = -
Lease liability (55,311) (19,464) - -
Net debt 186,324 703,705 - -
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30

31

(i)

Capital commitments Group
2022 2021
Shs’'000 Shs’'000
Authorised but not contracted for 521,081 1,011,521

The bulk of the commitments are related to purchase of instant porridge extruder, purchase of one 1Mva
transformers, Upgrade in the Famila® electrical panel, replacement of the old wheat power factor correction
panel and construction of silo trench drains. It also includes silo and gantry project across Nairobi Feeds
Plant and the soya plant, silo refurbishments at Nairobi Feeds site which have been ongoing since 2021.
Related party transactions

The Company is listed on the Nairobi Securities Exchange and the shares are widely held.

During the year the following transactions were entered into with related parties:

Group Company
Sale of goods and services: 2022 2021 2022 2021
Shs’'000 Shs’'000 Shs'000 Shs'000
Sale of finished goods
Kenchic Limited 2,837,465 1,918,872 - 5
Tunga Nutrition Kenya Limited 122,815 - = =
Tanbreed Poultry Limited 38,114 - - -

2,998,394 1,918,872 = =

Purchase of goods and services:
Purchases of raw materials

- Seaboard Overseas Limited 2,907,087 3,680,098 - -
Purchase of equipment and spares

- Seaboard Overseas Group 29,872 9,236 - -
Interest charged on trade finance

- Seaboard Overseas Group 18,482 31,952

2,955,441 3,721,286 - =

Seaboard is affiliated by virtue of being part of the non-controlling interest as set out in Note 16. Seaboard
Corporation is a company with significant shareholding in the parent company. Seaboard Overseas Limited,
Seaboard Overseas Group and Seaboard Overseas Management Company are subsidiaries of Seaboard
Corporation.

The group is also related to some of its customers by virtue of common shareholding These are Kenchic
Limited and NAS Holdings Limited and its affiliates.
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31 Related party transactions

iii) Key management compensation

Salaries and other short-term employment
benefits

iv) Directors’ remuneration

Fees for services as director
Other emoluments

v) Due to related parties

Trade payables:
Tunga Nutrition (K) Limited
Seaboard Corporation

Other payables:
Unga Limited
Unga Farm Care (E.A) Limited
Seaboard Corporation

vi) Due from related parties

Trade receivables:
Kenchic Limited
Tanbreed Poultry Limited
Tunga Nutrition Kenya Limited
Tunga Nutrition Uganda Limited
Seaboard Corporation

Other receivables:
Unga Feeds Limited
Unga Holdings Limited
Seaboard corporation

Group Company
2022 2021 2022 2021
Shs’000 Shs’000 Shs’000 Shs’000
153,953 142,947 - -
24,180 23,190 24 180 23,190
72,610 35,937 - -
96,790 59,127 24,180 23,190
1711 - -
267,882 626,885 -
269,593 626,885 -
- - 155,463 125,519
- . 116,849 96,840
53,222 - - -
322,815 626,885 272,312 222,359
495 428 318,081 - .
13,089 - - -
122,137 - - -
16,698 - - -
2,529 - - -
649,881 318,081 -
- - 7.000 7,000
. - 49 696 49 696
607 . - -
650,488 318,081 56,696 56,696
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32 Discontinued operations and assets held for sale

(1)

(if)

The board of directors approved for its subsidiary, Unga Farm Care (E.A.) Limited to enter into a
partnership arrangement with Nutreco International B.V. In the venture, Unga Farm Care (E.A.) Limited
contributed its fish feed plant and fish feed business to the new venture company, Tunga Nutrition (K)
Limited, incorporated in Kenya (further details in Note 33). The financial results for the fish feed
business have also been stripped out and disclosed net separately, in the statement of comprehensive
income as discontinuing operations.

The board of directors also approved for its Uganda Subsidiary, Unga Millers (U) Limited to enter into
another partnership arrangement with Nutreco International B'V. In the venture, Unga Millers (U)
Limited contributed its property to the new venture company, Tunga Nutrition (U) Limited, incorporated
in Uganda (Further details in Note 33).

(i) The directors made a decision to discontinue the baking business that trades as Ennsvalley Bakery

Limited in the prior year. As part of the liquidation plan for the subsidiary, management has sold plant
and equipment, inventory and other rights. The financial results of the subsidiary have been presented
as part of discontinuing operations. Trading operations in Ennsvalley Bakery Limited ceased in October
2021

Financial information relating to the discontinued operation as at 30 June 2022 1s shown below:

(a) Financial performance and cash flow information

2022 2021
Shs’'000 Shs’'000
Revenue from contracts with customers 362,816 894 678
Expenses (369,547) (864,002)
Profit before income tax (6,731) 30,676
Profit on disposal of business operations 814,694 -
Profit before income tax from discontinued operations 807,963 30,676
Income tax expense (5,439) (44,164)
Profit after income tax of discontinued operations 802,524 (13,488)
Net cash inflow from operating activities 144 456 11,323
Net cash outflow from investing activities (306,838) (10,168)
Net cash outflow from financing activities (79,938) -
Net cash (used in)/ generated from discontinued operations (242,320) 1,185

75



Unga Group Plc
Financial Statements
For the year ended 30 June 2022

Notes (continued)
32 Discontinued operations and assets held for sale (continued)

90)1,' :assl:m and liabilities of disposal group classified as held 2022 2021
Shs’000 Shs’000

Assets classified as held for sale

Plant and equipment:

Cost 535,451 535,451
Accumulated depreciation (262,425) (262,425)
Depreciation charge for the year (16,496) -
Disposals (535,450) -
Depreciation on disposals 278,920 -
Closing net book value - 273,026
Inventories - 11,560
Total assets held for sale - 284 586
Liabilities directly associated with assets classified as held

for sale

Capital grant:

At start of year (61,350) -
Reclassification from non-current liabilities - (61,350)
Accelerated amortisation 61,350 -
Capital grant . (61,350)

33 Investment in associate

During the year, management finalized the formation and commissioning of two ventures namely
Tunga Nutrition (K) Limited and Tunga Nutrition (U) Limited

Tunga Nutrition (K) Limited brings together the total existing aquafeed business of Unga Farm Care
(E.A.) Limited and Nutreco within the East Africa region, into a 50/50 venture with Nutreco having
management control over the venture. Unga Farm Care (E.A.) Limited contributed its fish feed plant,
its aquafeed customers and cash while Nutreco contributed its aquafeed customers and cash

Tunga Nutrition (U) Limited brings together the animal nutrition businesses of Unga Farm Care
(E.A.) Limited and Nutreco B.V. within Uganda into a 50/50 venture, with Nutreco B.V. having
management control of the venture. Unga Millers (U) Limited contributed its property plant and
equipment, Unga Farm Care animal nutrition customers in Uganda and cash to the venture, while
Nutreco contributed its animal nutrition customers in Uganda and cash.
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33 Investment in associate (continued)
In determining the cost of investment, management has applied significant judgment in determining
the fair value of customer relationships contributed to the associates. The equity investment value
together with the customer relationships fair value determined by management is as follows:

Tunga N Tunga N

(i) Business contribution at fair value: Kenya Uganda Total
2022 2022 2022

Shs’000 Shs’000 Shs’000

Cash 251,521 223,364 474,885
Property, plant and equipment 210,540 222,848 433,388
Intangible asset - customer relationships 174,300 36,494 210,794
Add: directly attributable costs 14,851 - 14 851
Total consideration 651,212 482,706 1,133,918
Gain on acquisition - 216,893 216,893
Investment value as at 31 January 2022 651,212 699,599 1,350,811
Goodwill (10,817) " (10,817)

The Shs 10.8 million goodwill is attributable to synergies anticipated on combining the contributed
businesses in the Tunga Nutrition (K) Limited joint venture

(ii)) Summarised financial information for associates

The tables below provides summarised financial information for the two associates accounted for
using the equity method:

Tunga N Tunga N
Kenya Uganda Tot)
Summarised balance sheet at 30 June 2022 2022 2022
Shs’000 Shs’000 Shs’000
Current assets:
Cash and cash equivalents 325,582 570,543 896,125
Other current assets 555,001 112,261 667,262
Non-current assets:
Property, Plant and Equipment 245,953 549 174 795,127
Intangible assets — customer relationships 459 433 222,660 682,093

Current liabilities
Financial liabilities (excluding trade payables) - - -
Other current liabilities (299,268) (46,495) (345,763)
Non-current liabilities:
Financial liabilities (excluding trade payables) - - -
Other non-current liabilities - - -

Net assets 1,286.701 1,408,143 2,694 844
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Summarised statement of comprehensive Tunga N Tunga N Total
income- 5 months ended 30 June 2022 Kenya Uganda
2022 2022 2022
Shs'000 Shs'000 Shs’000
Revenue 649,603 107,643 757,246
Expenses (572,589) (99,052) (671,641)
Net interest income/ (expenses) - 35,203 35,203
Depreciation and amortisation (563,014) (19,728) (72,742)
Income tax expense (18,089) (15,120) (33,209)
Profit for the period 5911 8,946 14,857
Other comprehensive income - - -
Total profit and other comprehensive income 5911 8,946 14,857
Group share of profit (50%) 2,956 4473 7.429
Reconciliation to carrying amounts:
Opening investment value as at 1 February 2022 651,212 699,599 1,350,811
Share of profit in associates 2,956 4473 7.429
Investment carrying amount 654,168 704,072 1,358,240

Intangible assets arising from the fair value of customer relationships are amortised over 5 years.

The financial year ends for Tunga Nutrition (K) Limited and Tunga Nutrition (U) Limited is 31
December which is different from the Group's reporting year end as the respective ventures have
followed Nutreco B.V. year end reporting dates as the controlling partner.

(iii) Customer relationships fair value — Tunga Nutrition (K) Ltd

Customer relationships fair value has been calculated using Multi-period excess earnings method
(MPEEM). In MPEEM, the intangible asset's fair value is equal to the present value of the
incremental after-tax cash flows (excess earnings) attributable solely to the intangible asset over its
remaining useful life. The model is based on the following input, judgements and assumptions:

Projected customer relationships life Estimated to be 10 years

Revenue growth rate Projected to be 5.22% per annum

Customer attrition rate Projected to be 10% of revenue year on year
Net margin percentage Estimated to 15% of revenue

Contributory asset charge Estimated to be 5% of revenue

Discount rate Weighted average cost of capital, 14.46%

Based on the above, the fair value of customer relationships was calculated to be Shs 174,300,000
from Unga Farm Care (E.A.) Limited.
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(iii) Customer relationships fair value - Tunga Nutrition (K) Ltd

Sensitivity analysis

The results of Impact of possible adverse shift in key model input, judgements and assumptions are
as follows;

If the growth rate applied to the cash flow projection had been 1%, lower than management have
estimated and all other assumptions in the table above unchanged, the intangible asset value would
have decreased by Shs 4,906,000.

If the customer attrition rate had been 2%, higher than management have estimated and all other
assumptions in the table above unchanged, the intangible asset value would have decreased by
Shs 12,883,000.

If the net margin percentage expected had been 2%, lower than management have estimated and
all other assumptions in the table above unchanged, the intangible asset value would have
decreased by Shs 34,851,000

If the contributory asset charge percentage expected had been 1%, higher than management have
estimated and all other assumptions in the table above unchanged, the intangible asset value would
have decreased by Shs 17,425,000.

If the discount rate applied to the cash flow projection had been 1%, higher than management have
estimated and all other assumptions in the table above unchanged, the intangible asset value would
have decreased by Shs 5,950,000.

The directors and management have considered and assessed reasonably possible changes for
other key assumptions and have not identified any instances that could cause the significant
misstatement of the customer relationships fair value.

(iv) Customer relationships fair value - Tunga Nutrition (U) Ltd

Customer relationships fair value has been calculated using Multi-period excess earnings method
(MPEEM). In MPEEM, the intangible asset's fair value is equal to the present value of the
incremental after-tax cash flows (excess earnings) attributable solely to the intangible asset over its
remaining useful life. The model is based on the following input, judgements and assumptions:

Projected customer relationships life ~ Estimated to be 10 years

Revenue growth rate Projected to be 8% per annum

Customer attrition rate Projected to be 10% of revenue year on year
Net margin percentage Estimated to 17 8% of revenue

Contributory asset charge Estimated to be 5% of revenue

Discount rate Weighted average cost of capital, 14.46%

Based on the above, the fair value of customer relationships recognised as intangible assets in
Tunga Nutrition (U) Limited was Shs 242 502,000. Contribution from Unga Farm Care (E A.) Limited
and Nutreco B.V. was Shs 36,494 000 and Shs 206,008,000 respectively.
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(iv) Customer relationships fair value - Tunga Nutrition (U) Ltd

Sensitivity analysis — Tunga Nutrition Uganda Ltd

The results of Impact of possible adverse shift in key model input, judgements and assumptions are as
follows;

If the growth rate applied to the cash flow projection had been 1%, lower than management have estimated
and all other assumptions in the table above unchanged, the intangible asset value would have decreased
by Shs 7,058,000.

If the customer attrition rate had been 2%, higher than management have estimated and all other
assumptions in the table above unchanged, the intangible asset value would have decreased by Shs
18,842,000.

If the net margin percentage expected had been 2%, lower than management have estimated and all other
assumptions in the table above unchanged, the intangible asset value would have decreased by Shs
37.890,000.

If the contributory asset charge percentage expected had been 1%, higher than management have
estimated and all other assumptions in the table above unchanged, the intangible asset value would have
decreased by Shs 18,945 000.

If the discount rate applied to the cash flow projection had been 1%, higher than management have
estimated and all other assumptions in the table above unchanged, the intangible asset value would have
decreased by Shs 8,654,000,

The directors and management have considered and assessed reasonably possible changes for other key

assumptions and have not identified any instances that could cause the significant misstatement of the
customer relationships fair value.

—000-—
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