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NOTES TO THE FINANCIAL STATEMENTS (Continued)  

ii. New and amended standards and interpretations in issue but not yet effective in the year 

ended 30 June 2022. 

IFRS 17: Insurance Contracts (issued in May 2017)  

The new standard, effective for annual periods beginning on or after 1st January 2023, establishes 

principles for the recognition, measurement, presentation and disclosure of insurance contracts 

issued. It also requires similar principles to be applied to reinsurance contracts held and investment 

contracts with discretionary participation features issued. The objective is to ensure that entities 

provide relevant information in a way that faithfully represents those contracts. The Company does 

not issue insurance contracts. 

  

IAS 1: Classification of Liabilities as Current or Non-current (issued in January 2020) 

The amendments, clarify a criterion in IAS 1 for classifying a liability as non-current: the requirement 

for an entity to have the right to defer settlement of the liability for at least 12 months after the 

reporting period. 

 

IAS 1: Disclosure of Accounting Policies (issued in February 2021) 

The amendments, applicable to annual periods beginning on or after 1st January 2023, require 

entities to disclose their material accounting policy information rather than their significant 

accounting policies. 

  

IAS 12: Income Taxes 

IAS 12, "Income Taxes" implements a so-called 'comprehensive balance sheet method' of accounting 

for income taxes which recognizes both the current tax consequences of transactions and events and 

the future tax consequences of the future recovery or settlement of the carrying amount of an entity's 

assets and liabilities. Differences between the carrying amount and tax base of assets and liabilities, 

and carried forward tax losses and credits, are recognized, with limited exceptions, as deferred tax 

liabilities or deferred tax assets, with the latter also being subject to a 'probable profits' test.  
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

IAS 8: Accounting Policies, Errors and Estimates 

The amendments, applicable to annual periods beginning on or after 1st January 2023, introduce a 

definition of ‘accounting estimates’ and include other amendments to IAS 8 to help entities 

distinguish changes in accounting policies from changes in accounting estimates. 

 

iii. Early adoption of standards 

Rivatex East Africa Limited did not early-adopt any new or amended standards in year 2021-2022. 

 

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The principal accounting policies adopted in the preparation of these financial statements are set out 

below: 

a) Revenue recognition 

Revenue is recognized to the extent that it is probable that future economic benefits will flow to the 

company and the revenue can be reliably measured. Revenue is recognized at the fair value of 

consideration received or expected to be received in the ordinary course of the company’s activities, 

net of value-added tax (VAT), where applicable, and when specific criteria have been met. 

Revenue from the sale of goods and services is recognized in the year in which the company delivers 

products to the customer, the customer has accepted the products and collectability of the related 

receivables is reasonably assured. 

Grants from National Government are recognized in the year in which the company actually receives 

such grants. Finance income comprises interest receivable from bank deposits and investment in 

securities and is recognized in profit or loss on a time proportion basis using the effective interest 

rate method. Dividend income is recognized in the income statement in the year in which the right 

to receive the payment is established. Rental income is recognized in the income statement as it 

accrues using the effective lease agreements. Other income is recognized as it accrues. 

 

b) In-kind contributions 

In-kind contributions are donations that are made to the company in the form of actual goods 

and/or services rather than in money or cash terms. These donations may include vehicles, 

equipment or personnel services. Where the financial value received for in-kind contributions can be 

reliably determined, the company includes such value in the statement of comprehensive income both 

as revenue and as an expense in equal and opposite amounts; otherwise, the contribution is not 

recorded. 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

c) Property, plant and equipment 

All categories of property, plant and equipment are initially recorded at cost less accumulated 

depreciation and impairment losses. Certain categories of property, plant and equipment are 

subsequently carried as the valued amount, being their fair value at the date of revaluation less any     

subsequent accumulated depreciation and impairment losses. Where measurement at revalued 

amounts is desired, all items in an asset category are revalued through periodic valuations carried out 

by independent external valuers. Increases in the carrying amounts of assets arising from revaluation 

are credited to other comprehensive income. Decreases that offset previous increases in the carrying 

amount of the same asset are charged against the revaluation reserve account; all other decreases are 

charged to profit or loss in the income statement.  

 

Gains and losses on disposal of items of property, plant and equipment are determined by comparing 

the proceeds from the disposal with the net carrying amount of the items and are recognized in profit 

or loss in the income statement. 

 

d) Depreciation and impairment of property, plant and equipment 

Freehold land and capital work in progress are not depreciated. Capital work in progress relates 

mainly to the cost of ongoing but incomplete works on buildings, other civil works and installations. 

Depreciation on property, plant and equipment is recognized in the income statement on a straight-

line basis to write down the cost of each asset or there-valued amount to its residual value over its 

estimated useful life. The annual rates in use are: 

 

 

A full year’s depreciation charge is recognized both in the year of asset purchase and in the year of 

asset disposal. Items of property, plant and equipment are reviewed annually for impairment. Where 

the carrying amount of an asset is assessed as greater than its estimated recoverable amount, an 

impairment loss is recognized so that the asset is written down immediately to its estimated 

recoverable amount. 

 

 

a. Land -Amortized over the remaining lease period 

b. Buildings - 2.5% 

c. Plants &Machinery - 2.5% 

d. Office Furniture - 12.5% 

e. Office Equipment - 12.5% 

f. Motor Vehicles and Tractors - 12.5% 

g. Computers - 25% 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

e) Amortization and impairment of Intangible assets 

Intangible assets comprise purchased computer software licenses, which are capitalized on the basis 

of costs incurred to acquire and bring to use the specific software. Amortization is calculated on the 

straight-line basis over the estimated useful life of computer software of three years. All computer 

software is reviewed annually for impairment. Where the carrying amount of an intangible asset is 

assessed as greater than its estimated recoverable amount, an impairment loss is recognized so that 

the asset is written down immediately to its estimated recoverable amount. 

f) Investment property 

Buildings, or part of a building (free hold or held under a finance lease) and land (free hold or held 

under an operating lease) held for long term rental yields and/or capital appreciation, and which are 

not occupied by the company, are classified as investment property under non-current assets. 

Investment property is carried at fair value, representing open market value determined periodically 

by independent external valuers. Changes in fair values are included in profit or loss in the income 

statement.  

 

g) Inventories 

Inventories are stated at the lower of cost and net realizable value. The cost of inventories comprises 

purchase price, conversion/transformation costs, taxes, duties, transportation and handing charges 

and is determined on the moving average price method. 

 

h) Trade and other receivables 

Trade and other receivables are recognized at fair values less allowances for any uncollectible 

amounts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful 

receivables based on a review of all outstanding amounts at the year end. Bad debts are written off 

after all efforts at recovery have been exhausted. 

 

i) Taxation 

Current income tax assets and liabilities for the current period are measured at the amount expected 

to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute 

the amount are those that are enacted or substantively enacted, at the reporting date in the area where 

the company operates and generates taxable income. Current income tax relating to items is 

recognized directly in net assets and not in the statement of financial performance. Management 

periodically evaluates positions taken in the tax returns with respect to situations in which applicable 

tax regulations are subject to interpretation and establishes provisions where appropriate. 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

j) Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and 

highly liquid investments with an original maturity of three months or less, which are readily 

convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank 

account balances include amounts held at various commercial banks at the end of the financial year. 

For the purposes of these financial statements, cash and cash equivalents do not include short term 

 

Cash imprests and advances to authorized public officers and/or institutions which were not 

surrendered or accounted for at the end of the financial year. 

 

k) Trade and other payables 

Trade and other payables are non-interest bearing and are carried at amortized cost, which is 

measured at the fair value of contractual value of the consideration to be paid in future in respect of 

goods and services supplied, whether billed to the company or not, less any payments made to the 

suppliers. 

 

l) Provision for staff leave pay 

Employees’ entitlements to annual leave are recognized as they accrue at the employees. At provision 

is made for the estimated liability for annual leave at the reporting date.  

 

m) Exchange rate differences 

The accounting records are maintained in the functional currency of the primary economic 

environment in which the company operates, Kenya Shillings. Transactions in foreign currencies 

during the year are translated into the functional currency using the exchange rates prevailing at the 

dates of the transactions or valuation where items are re-measured. Any 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 recognized in 

profit or loss. 

 

n) Provisions 

Provisions are recognized when the Company has a present legal or constructive obligation as a result 

of past events, for which it is highly probable that an outflow of resources embodying economic 

benefits will be required to settle the obligation, and a reliable estimate can be made of the amount 

of the obligation. During the financial year a general provision of Kshs. 4,746,067/- being 5% of 

the total trade debtors was provided as required under IAS39. 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

RISK MANAGEMENT OBJECTIVES AND POLICIES 

Rivatex East Africa Limited’s activities expose it to a variety of financial risks including credit and 

market risks. The Rivatex East Africa Limited’s overall risk management policies are set out by the 

Board and implemented by the management and focus on the unpredictability of changes in the 

operating environment and seek to minimize the potential adverse effects of such risks on the 

Company's performance by setting acceptable levels of risk. Rivatex East Africa Limited does not 

hedge against any risks. Rivatex East Africa Limited’s activities expose it to a variety of financial 

risks, including credit risk and a description of the significant risk factors is given below together 

with the risk management policies applicable. 

i. Credit risk 

Rivatex East Africa Limited does not have any significant concentrations of credit risk. Credit risk 

on trade receivables is managed by ensuring that credit is extended to customers with an established 

credit history. The credit history is determined by taking into account the financial position, past 

experience and other relevant factors. Credit is managed by setting the credit limit and the credit 

period for each customer. The utilization of the credit limits and the credit period is monitored by 

management on a monthly basis.  

  

ii. Market risk 

a) Foreign exchange risk 

The Company closely monitors foreign exchange rates. Currency exposure/currency fluctuations 

arising from liabilities denominated in foreign currencies is managed primarily through the holding 

of bank balances in dollars or foreign currency letters of credit/facilities. 

b) Cash flow and fair value interest rate risk 

As the Company has no significant interest-bearing assets, its income and operating cash flows are 

substantially independent of changes in market interest rates. 

 

5. CRITICAL ACCOUNTING ESTIMATES ANDJUDGEMENTS 

Estimates and judgments are continually evaluated and are based on historical experience and other 

factors, including experience of future events that are believed to be reasonable under the 

circumstances 

 

a) Critical accounting estimates and assumptions 

 

Property, plant and equipment 

Critical estimates are made by the Directors in determining depreciation rates for property, 

plant and equipment. The rates used are set out in Note 4(d) above. 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

b) Critical judgements in applying Rivatex East Africa Limited’s accounting policies 

In the process of applying the Company’s accounting policies, management has made judgements in 

determining: 

 -The classification of leases 

 -The useful lives of, or expected pattern of consumption of the future economic benefits 

embodied in depreciable assets 

 Whether assets are impaired 

6. REVALUATION RESERVES 
There was no revaluation made during this financial year hence the revaluation reserve value of 

seventy-three million six hundred and fifty-two thousand six hundred and eighty shillings 

(Kshs.73,652, 680/-) remained the same. 

 

7. UTILITIESDEPOSITS 

These are amounts paid to the KPLC as a deposit for power connection for the factory, showground 

stand, Eldoret, Nairobi and Kisumu factory outlets including rent deposits for existing outlets. 

Utilities deposits 

 2021-2022 2020/2021 

 Kshs Kshs 

Rent & power connection deposits  380,140 380,140 

Total 380,140 380,140 

 

8. REVENUE 
It is the gross revenue for the year. This figure is composed of fabrics, garments & services. 

 

  2021/2022 2020/2021 
Products Kshs Kshs 

Printed fabrics 71,323,467 116,873,950 
Dyed 80,717,969 57,402,218 
Cloth (Grey) 17,251,216 6,273,750 
Bleached 81,980,449 14,709,630 
Garments 58,640,000 106,157,200 
Grade B 2,356,415 - 
yarn 57,408,110 - 
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  2021/2022 2020/2021 
Products Kshs Kshs 
Waste - 483,739 
Others - 607,735 

Sub-total 369,677,625 302,508,222 

Less   

Discounts - - 
Return Inwards   

Dyed fabrics - (614,744) 

Sub-total - (614,744) 

Total Sales 369,677,625 301,893,478 

 

9. COST OF SALE STATEMENT   

  2021/2022 2020/2021 

  Kshs Kshs 

DIRECT COST   

Opening Stock 130,443,587 307,511,842 

Add: Purchases 67,623,615 47,062,840 

Less: Closing stock (28,001,411) (130,443,587) 

Cost of Raw materials 170,065,790 224,131,095 

Direct labour 106,064,006 108,911,291 

Factory Electricity 35,466,961 48,848,748 

Factory Water 8,736,223 12,462,385 

Sub-Total 150,267,189 394,353,518 

INDIRECT COST   

Fuel wood expenses 14,317,754 22,103,410 

Salaries & Wages 52,281,744 52,671,228 

Packaging & Labelling 603,645 582,318 

Designs & Screens - 543,942 

Lubricants & Oils 9,980,784 11,422,206 

Spares & Consumables 6,769,239 1,975,580 

Repair and Maintenance 12,710,016 - 

Staff uniforms & Consumables 23,450 3,336,500 

Tailoring Consumables 7,879,617 5,794,826 

Depreciation 168,178,813 168,653,946 

Sub-Total 272,745,062 267,083,956 

TOTAL COST 593,078,041 661,437,474 

Add: Opening Work-In-Progress 309,620,822 324,285,643 
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Less: Closing Work-In-Progress (217,557,679) (309,620,822) 

COST OF GOODS MANUFACTURED 685,141,184 676,102,295 

Add Opening Finished goods 79,096,670 85,820,067 

Less Closing Finished goods (150,155,387) (79,096,670) 

COST OF SALES 614,082,467 682,825,692 

 

10. GOVERNMENTGRANTS 

Government grants (subventions) are assistance by government in the form of transfers of resources 

in return for past or future compliance with certain conditions relating to the operating activities of 

Rivatex East Africa Limited. They exclude those forms of government assistance which cannot 

reasonably have a value placed upon them and transactions with government which cannot be 

distinguished from the normal trading transactions of Rivatex East Africa Limited. Government 

grants related to assets, including non-monetary grants at fair value, shall be presented in the 

statement of financial position either by setting up the grant as deferred income or by deducting the 

grant in arriving at the carrying amount of the asset in accordance with IAS 20 Accounting for 

Government Grants and Disclosure of Government Assistance. During the financial year the 

Company received grants of Kshs.195,166 ,000/- (one hundred ninety-five million, one hundred 

sixty-six thousand shillings) for capital expenditure.  

 

Grant 2021/2022 2020/2021 

Kshs Kshs 

Recurrent grants received            - 29,574,458 

Capital grants realized (see note above) 195,166,000 146,353,150 

Total 195,166,000 175,927,608 

Name of Rivatex East Africa Limited 
sending the grant 

Amount recognized 
in the Statement of 

Comprehensive 
Income 
Kshs 

Amount 
recognized in 
capital fund. 

Kshs 

Total grant income 
during the year 

Kshs 

Ministry of Industrialization, Trade and 

Enterprise Development. 
- 195,166,000 195,166,000 

Ministry of Education - - - 

Total - 195,166,000 195,166,000 
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 

11. OTHER INCOME 

 There was no other income  

 

12. OTHER GAINS ANDLOSSES 

 There were gains from foreign currency fluctuations of Kshs 31,885/- 
 2021-2022 2020/2021 

 Kshs Kshs 

Other gains and losses 31,885 2,025 

Total 31,885 2,025 

13. (a) Administration Expenses 
  

2021/2022 2020/2021 
 Kshs. Kshs. 

General administration expenses 5,922,376 2,957,138 

Stationery and Printing 1,771,138 1,196,255 

Telephone and internet expenses 2,112,069 2,798,451 

Travelling, Courier and subsistence allowances 17,808,287 12,196,450 

Depreciation Property, plant and equipment (PPE) 12,251,606 9,349,694 

Legal fees 1,145,200 520,000 

Repairs and Maintenance 2,524,157 1,977,278 

Cotton development 3,005,336 8,916,795 

Water 489,618 655,915 

Electricity 910,424 1,252,532 

Fuel and Oil 4,842,238 5,641,980 

Staff costs 6,618,046 7,203,921 

Insurance 1,700,000 766,734 

General provisions for bad debts 792,322 2,480,334 
   

Sub-total 61,892,817 57,913,477 

  
2021/2022 2020/2021 

 Kshs. Kshs. 
Salaries 54,139,036 46,844,063 
NSSF Employer Contribution 1,927,700 1,906,800 

Employer's Pension Contribution 11,235,307 11,644,013 

Gratuity 2,179,972 1,410,383 
Sub-total 69,482,014 61,805,259 

 
 

 














































