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REPORT OF THE DIRECTORS

The directers submit thelr report and the audited financial statements for the year ended
31 Mareh 2022, which disclose the state of affairs of the company.

PRINCIPAL ACTIVITIES

The principal activities of the company are those of manufacturing and selling of pharmaceutical
products.

BUSINESS REVIEW

During the year, total turnover of the company increased from Shs. 2.57 billion to Shs. 2.69 billien
due to the increased tender business. The gross profit margin decreased from 22% in 2021 to 20%
in 2022 due to increase in the raw material prices,

The company reported a profit before tax of Shs. 25.07 million in 2021 compared to a profit of Shs,
1,33 million as at 31 March 2022 reflecting the effect of decrease in margins and the other operating
income.

As at 31 March 2022, the net asset position of the company was Shs. 1,105 billion compared to Shs.
1.115 billion as at 31 March 2021,

2022 2021
KEY PERFORMANCE INDICATORS Shs Shs
Turnover 2,693,188,449  2573634,733
Gross profit 545,851,555 558,060,192
Loss after tax (10,774,516) (880,226)
Shareholders' funds 1,104,586,408  1,115,360,924

PRINCIPAL RISKS AND UNCERTAINTIES

The overall business environment continues to remain challenging and this has a resultant effect on
overall demand of the company's products and services. The company's strategic focus is to
enhance sales growth whilst maintaining prefit margins, the success of which remains dependent on
averall market conditions and other factors such as the impact of the coronavirus outbreak, The
directors continue to moniter this situation closely with a view to assessing and mitigating its impact
on the company.

In addition to the business risk discussed above, the company's activities expose it to a number of
financial risks which are described in detail in Note 22 to the financial statements.,

DIVIDENDS

The directars do not recommend the declaration of a dividend for the year (2021: Nil).
DIRECTORS

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

In accordance with the company's Articles of Association, no director is dua for retirement by
rotation,
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REPORT OF THE DIRECTORS (CONTINUED)
STATEMENT AS TO DISCLOSURE TO THE COMPANY'S AUDITOR

With respect to each director at the time this report was approved;

(a) there Is, so far as the person is aware, no relevant audit information of which the company's

auditor is unaware; and
(b) the person has taken all the steps that the person ought to have 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 THE AUDITOR

PKF Kenya LLP, continues in office in accordance with the company's Articles of Association and
Section 719 of the Kenyan Companies Act, 2015, The directors monitor the effectivenass,

objectivity and independence of the auditor. The directors also approve the annual audit engagement
contract which sets out the terms of the auditor's appointment and the related fees.

BY ORDER OF THE BOAR

DIRECTOR

NAIROBI

a30th Now m&raozz



Univarsal Corparation Limited
Annual report and financial statemants
For the year ended 31 March 2022

STATEMENT OF DIRECTORS' RESPONSIBILITIES

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 state of affairs of the company as at the end of the
financial year and of its profit or loss for that year. It also requires the directors to ensure that the
company keeps proper accounting records that are sufficient to show and explain the transactions of
the company; that disclose, with reasonable accuracy, the financial position of the company and that
enable them to prepare financial statements that comply with the International Financial Reporting
Standards and the requirements of the Kenyan Companies Act, 2015, The directors are also
rasponsible for safeguarding the assets of the company and for taking reasenable steps for the
prevention and detaction of fraud and other irregularitias.

The directors accept responsibility for the preparation and fair presentation of the financial statements
in accordance with International Financlal 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 is necessary to
enable the preparation of financial statements that are free from matarial misstatement, whether
due to fraud or error,

ii. Selecting and applying appropriate accounting pelicies; and

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

The directors are of the opinion that the financial statements give a true and fair view of the financial
position of the company as at 31 March 2022 and of the company's financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards and the

requirements of the Kenyan Companies Act, 2015,

In preparing these financial statements the directors have assessed the company's ability to continue
as a going concern as set out in Note 1(a) to the financial statements. Nothing has come to the
attention of the directors to indicate that the company will not remain a going concern for at least the
next twelve months from the date of this statement based on the factors described in Note 1(a).

The directors acknowledge that the indepandent audit of the financial statements does not relieve
them of their responsibilities,

Approved by the board of directors on Bﬂ"h N gv&‘mLP r, 2022 and signed on its behalf by:

=

DIRECTOR ; DIREGTOR



PKF Kenya LLP PKF

REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF UNIVERSAL CORPORATION LIMITED

Report on the financial statements

We have audited the financial statements of Universal Corporation Limited set out on pages 8 to 41
which comprise the statement of financial position as at 31 March 2022, statement of profit or loss,
statement of changes in equity, statement of cash flows for the year then ended and a summary of
significant accounting policies and other axplanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
Universal Corporation Limited as at 31 March 2022 and of its financial performance and cash flows for
the year then ended in accordance with the International Financial Reporting Standards (IFRS's) and the
requirements of the Kenyan Companies Act, 2015,

Basis for opinien

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

Other information

The directors are responsible for the other information. The other information comprises the report of the
directors, statement of directors' responsiblilities, manufacturing account and schedule of other
expenditure but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do 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 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, 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,

Kalamu House = Gravillea Grove s Westlands =P O Bex 14077 =00800 =Nairobi *Kenya
Tal +254 20 4270000 = Moblle +254 732 144000 = Emall pkinbl @ ke.pkiea,com =www.pkiea.com

Fannars: A, Shah, A, Vadhar, P, Shah, . Michandan®, G Ogutiu®**, A, Chaudhry, K, Shah, M, Mbuiugu, 8. Santokh, D. Shah, 5, Allbhal, L. Abrou,
. Kurliy, M. Bhah, J. Shah, E. Hjuguna, P, Kahi, A, Chandila, M. Kimundu, 8, Chheda®™, M, Ohavear, &, Mukunu, K. Bharadva, F.A, Shah ("Indlan, **British, **=Ugandan)

PRI Konya LLI* and ila assodiates are member fims of the PRI international Limited family of lagally indopandant firms and da nol accapl any responsibility ar
lintsility for tha actiona o inaetions of any Individual mambar or correapondant fim o firm
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REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF UNIVERSAL CORPORATION LIMITED (CONTINUED)

Responsibilities of directors for the financial statements

The directors are responsible for the preparation of the financial statements that give a true and fair view
in accordance with International Financial Reporting Standards and the requirements of the Kenyan
Companies Act, 2015, and for such internal control as the directors determine is necessary to enable

the preparation of financial statements that are free from material misstatement, whether due to fraud or
arror.

In preparing the financial statements, the directors are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, mattars related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the company or to
cease operations, or have no realistic 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 dacisions of users taken on
the basis of these financial statements,

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

- Identify and assess the risks of material misstatement of tha financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may

involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control,

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

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

- Conclude on the appropriateness of director's use of the going concern basis of accounting and
hased on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the company's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
madify 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 company 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.
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REPORT OF THE INDEPENDENT AUDITOR
TO THE MEMBERS OF UNIVERSAL CORPORATION LIMITED (CONTINUED)

Auditor's responsibilities for the audit of the financial statements (continued)
We communicate with those charged with govérnance regarding, among other matters, the plannad

scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on other matters prescribed by the Kenyan Companies Act, 2015

In our opinien the information given in the report of the directors on pages 2 and 3 is consistent with
the financial statements.

The engagement partner responsible for the audit resulting in this independent auditor's
report is CPA Mehul Bhavsar, - Practising certificate No. 1818.

' #—

For and on behalf of PKF Kenya LLP
Certified Public Accountants
Nairobi, Kenya

2z 1) AN~ 2022

1363/22



Univarsal Corporation Limiled
Annual report and financial statements
For the year ended 31 March 2022

STATEMENT OF PROFIT OR LOSS

Revenue

Cost of sales

Gross profit

Other operating income
Depreciation on property, plant and equipment
Administrative expenses
Other operating expenses
Operating profit
Finance costs

Profit before tax

Tax (charge)

(Loss) for the year

Notes

11

2022 2021

Shs Shs
2,693,188,449 2,5673,634,733
(2,147,336,894) (2,015,574,5641)
545,851,555 558,060,192
70,345 11,125,429

(86,543,102)
(258,754,501)

(85,697,995)

(91,265,988)
(237,514,607)

(66,136,045)

134,026,302 174,268,981
(133,505,681)  (149,201,924)
1,330,621 25,067,057

(12,105,137) (25,047,283)

The notes on pages 12 to 41 form an integral part of these financial statements,

Report of the independent auditor - pages 5 and 7.
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Annual report and financlal statemeants
For the vear ended 31 March 2022
STATEMENT OF FINANCIAL POSITION

As at 31 March

2022 2021
CAPITAL EMFLOYED MNotes Shs Shs
Share capital 8 182,248,000 182,248,000
Share premium 723,949,006 723,949,006
Retained earnings 198,389 402 209,163,918
Shareholders' funds 1,104,586,408 1,115,360,924
Non-current liabilities
Borrowings ] 213,520,614 332,371,097
Deferred tax 10 55,751,308 43,646,261
Lease liabilities 19 g 1,601,575
269,272,012 377,618,933
'1'3?'3‘853 420 1,482,879, 857
REFRESENTED BY
Non-current assets
Property, plant and equipmant 11 1,442,098,684 1,508,489,210
Intangible assets 12 109,994 937 120,736,993
Investment in associate 13 100 100
Right-of-use assets 18 1,599,264 4,340,860
1,5563,692,085 1,634,567,163
Current assets
Inventories 14 1,229,726,253 722,288,912
Trade and other receivables 15 795,928,424 860,017,169
Cash and cash equivalents 16 2,191,657 1,702,722
2,027,846,334 1,584,008,803
Current liabilities
Borrowings 9 1,043,561,954 935,780,335
Trade and other payables 17 1,162,517,371 786,185,828
Lease liabilities 19 1,601,674 3,629 846
2,207,680,889 1,725,596,109
Net eurrent (liabilities) (179,834 ,565) (141,587,308)

1,373,858,420 1,492,979,857

The financial statements on pages 8 to 41 were approved and authorised for issue by the Board of
Directors on th N m

w DIRECTOR

The notes on pags 12 to 41 form an integral part of these financlal statements.

2022 and were signed on its behalf by.

DIRECTOR

Report of the Independent auditor - pages 5 and 7.
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STATEMENT OF CHANGES IN EQUITY

Share Share Retained

capital premium earning Total
Year ended 31 March 2021 Shs Shs Shs Shs
At start of year 182,248,000 723,949,006 210,044,144 1,116,241,150
(Loss) for the year - (880,226) (880,226)
At end of year 182,248,000 723,949,006 209,163,918 1,115,360,924
Year ended 31 March 2022
At start of year 182,248,000 723,949,006 209,163,918  1,115,360,924
(Loss) for the year - (10,774,518) (10,774,516)
At end of year 182,248,000 723,949,006 198,389,402 1,104,586 408

The notes on pages 12 to 41 form an integral part of these financial statemants.

Report of the independent auditor - pages 5 and 7,

10



Universal Corporation Limited
Annual report and financial statements

For the year ended 31 March 2022

STATEMENT OF CASH FLOWS

Operating activities
Cash from operations
Interest paid

Net cash from operating activities

Investing activities

Purchase of property, plant and equipment

Purchase of intangible assets

Proceeds from disposal of property, plant and equipment

Net cash (used in) investing activities
Financing activities

Proceeds from long-term borrowings
Proceeds from finance leases

Repayments of long-term borrowings
Paymeants under finance leases

Net cash (used in) financing activities
(Decrease) in cash and cash equivalents
Movements in cash and cash equivalents
At start of year

(Decreasa)

Effects of exchange rate changes

At end of year

Notes

20

1
12
11

w W oo

16

2022 2021
Shs Shs
201,747,555 257,411,075
(97,428,088) (103,293,207)
104,319,467 154,117,868
(31,050,583)  (16,949,522)
(3,255,604)  (29,323,301)

- 86,400
(34,306,087)  (46,186,423)
404,011,476 17,246,250

% 1,360,000
(541,665,422) (130,463,548)
(1,131,728) (527,531)
(138,785,674) (112,384,829)
(68,772,294) (4,453,384)
(812,089,232) (762,386,404)
(68,772,204) (4,453,384)

The notes on pages 12 to 41 form an integral part of these financial statemants.

Report of the independent auditor - pages 5 and 7.

11

(22,706,502) (45,258 ,444)
(803,578,028) _(812,099,232)



Universal Corporation Limited

Annual report and financial statements
For the year endad 31 March 2022
NOTES

1. Significant accounting policies

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

These financial staternents comply with the requirements of the Kenyan Companies Act, 2015, The

statement of profit or loss represent the profit and loss account referred to in the Act. The statement of
financial position represents the balance sheet referred to in the Act.

a) Baslis of preparation

The financial statements have been prepared under the historical cost convention, except as indicated
otherwise below and are In accordance with International Financial Reporting Standards (IFRS). The
historical cost convention is generally based on the fair value of the consideration given in exchange of
assels. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation technique. In estimating the fair value
of an asset or liability, the company takes into account the characteristics of the asset or liability if
market participants would take those characteristics into when pricing the asset or liability at the
measurement date. Falr value for measurement and/or disclosure purposes in these financial
statements Is determined on such a basis, except for measurements that have some similarities to
falr value but are not fair value, such as net realisable value in IAS 2 - Inventories or valua in use in IAS
36 - Impairment of Assets.

In addition, for financial reporting purposes, fair value measurements are categorised into level 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and

- Level 3 inputs are unobservable inputs for the asset or liability.

Transfer between levels of the fair value hierarchy are recognised by the directors at the end of the
reporting period during which the change occurred,

Going concern

The financial performance of the company is set out in the report of the directors and in the statement of
profit or loss. The financial position of the company is set out in the statement of financial position.
Disclosures in respect of risk management and capital management are sat out in notes 22 and 23

respectively.

At the reporting date, the company made a loss of Shs, 10,811,262 (2021: Shs. 880,226) and current
liabllities exceeded current assets by Shs 179,834,565 (2021: Shs 141,587 308). The financial
statemants have baen prepared on a going concern basis which assumes that the company will be in
operational existence for the foreseeable future. Based an cashflow forecasts, the directors are
certain that the company will be cash generative in the foreseeabls future. In addition, as of year end,
the company had undrawn bank facilities amounting to Shs, 409,780,315 which is available on call,
The directors therefore consider it appropriate to prepare these financial statements on a going
concern basis.

Based on the financial performance and position of the company and its risk management policies,
the directors are of the opinion that the company is well placed to continue in business for the
foreseeable future and as a result the financial statements are prepared on a going concern basis.

12
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NOTES (CONTINUED)
1. Significant accounting policies (continued)
a) Basis of preparation (continued)
New standards, amendments and interpretations adopted by the company

The company applied for the first time certain standards and amendments, which are effective for
annual periods beginning on or after 1 January 2021. The company has not early adopted any other
standard, interpretation or amendment that has been issued but is not yet effective.

Interest Rate Benchmark Reform = Phase 2: Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4
and IFRS 16

The amendments provide temporary reliefs which address the financial reporting effects when an
intarbank offered rate (IBOR) is replaced with an alternative nearly risk-free interest rate (RFR). The
amendments include the following practical expedients;

- A practical expedient to require contractual changes, or changes to cash flows that are directly
required by the reform, to be treated as changes to a floating interest rate, equivalent to a
movement in a market rate of interast.

- Permit changes required by IBOR reform to be made to hedge designations and hedge
documentation without the hedging relationship being discontinued.,

- Provide temporary relief to entities from having to meet the separately identifiable requirement when
an RFR instrument is designated as a hedge of a risk component.

These amendments had no impact on the financial statements of the company. The company
intends to use the practical expediants in future periods if they become applicabla.

Covid-19-Related Rent Concessions beyond 30 June 2021 - Amendments to IFRS 16

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16
Leases. The amendments provide relief to lessees from applying IFRS 16 guidance on lease
modification accounting for rent concassions arising as a direct consequence of the Covid-19
pandemic, As a practical expedient, a lessee may elect not to assess whether a Covid-19 related
rent concession from a lessor is a lease modification. A lessee that makes this election accounts for
any change in lease payments resulting from the Covid-19 related rent concession the same way it
would account for the change under IFRS 186, if the change were not a lease modification.

The amendment was intended to apply until 30 June 2021, but as the impact of the Covid-19
pandemic is continuing, on 31 March 2021, the IASB extended the period of application of the
practical expedient to 30 June 2022, The amendment applies to annual reporting periods beginning on
or after 1 April 2021. However, the company has not recaived Covid-19-related rent concessions, but

plans to apply the practical expedient if it becomes applicable within the allowed period of application.
New standards, amendments and interpretations issued but not effective

At the date of authorisation of these financial statements, the following standards and interpretations,
which have not been applied in these financial statemeants, were in issue but not yet effective for the

year presented;

- Amendments to IAS 1 'Classification of Liabilities as Current or Non-current (issued in January

2020), effective for annual periods beginning or after 1 January 2023, clarify a criterion for classifying
a liability as non-current: the requirement for an entity to have the right to defer settlement for at

least 12 months after the reporting data.

13
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NOTES (CONTINUED)
1. Significant accounting policies (continued)
a) Basis of preparation (continued)

New standards, amendments and interpretations issued but not effective (continued)

- Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies (issued
in February 2021).

The amendments provide guidance and examples to help entities apply materiality judgeaments to
accounting policy disclosures. The amendments aim to help entities provide accounting policy
disclosures that are more useful by replacing the requirement for entities to disclose their 'significant’
accounting policies with a requirement to disclose their 'material’ accounting policies and adding
guidance on how entities apply the concept of materiality in making decisions about accounting
policy disclosures, The amendments to IAS 1 are applicable for annual periods beginning on or after
1 January 2023 with earlier application permitted. Since the amendments to the Practice Statemant
2 provide non-mandatory guidance on the application of the definition of material to accounting policy
information, an effective date for these amendments is not necessary.

- Amendments to IAS 8 'Definition of Accounting Estimates' (issued in February 2021), effective for
annual reporting periods beginning on or after 1 January 2023, introduce a definition of 'accounting
estimates' and clarify the distinction between changes in accounting estimates and change in
accounting policies and the correction of errors. Also, they clarify how entitles use measurement
techniques and inputs to develop accounting estimates.

- Amendments to IAS 16 'Property, Plant and Equipment; Proceeds before Intended Use' (issued in
May 2020), effective for annual reporting periods beginning on or after 1 January 2022 prohibit
entities from deducting from the cost of an item of property, plant and equipment, any proceeds from
selling items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner intended by managemaent. Instead, an entity recognises the
procaads from selling such items, and the costs of producing those items, in profit or loss.

- Amendments to IAS 37 ‘Onerous Contracts - Costs of Fulfilling a Contract' (issued in May 2020),
effective for annual reporting periods beginning on or after 1 January 2022, specify which costs an
entity needs to include when assessing whether a contract is onerous or loss=making.

- Amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards 'Subsidiary
as a first-time adopter' (issued in May 2020), effective for annual reporting periods beginning on or
aftar 1 January 2022 with earlier adoption permitted, permits a subsidiary that elects to apply
paragraph D16(a) of IFRS 1 to measure cumulative translation differences using the amounts
reported by the parent, based on the parant's date of transition to IFRS. This amaendment is also

applied to an associate or joint venture that elects to apply paragraph D18(a) of IFRS 1.

- Amendments to IFRS 3 Business Combinations - The amendments added an exception to the
recognition principle of IFRS 3 to avoid the issue of potential ‘day 2 gains or losses arising for
liabilities and contingent liabilities that would be within the scope of IAS 37 or IFRIC 21 Levies, if
incurred separately. The amendments alzo clarify that contingent assets do not qualify for
recognition at the acquisition date. The amendments are effective for annual reporting periods
beginning on or after 1 January 2022 and apply prospectively.

- Amendment to IFRS 9 Financial Instruments 'Fees in the '10 per cent' test for derecognition of
financial liabilities' (issued in May 2020), effective for annual reparting periods beginning on or after 1
January 2022 with earlier adoption permitted, clarifies the fees that an entity includes when
assessing whether the terms of a new or modified financial liability are substantially different from the
terms of the original financial liability. These fees include only those paid or received between the
borrower and the lender, including fees paid or received by either the borrower or lender on the other's

behalf,

14
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Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)
1. Significant accounting policies (continued)

a) Basis of preparation (continued)

New standards, amendments and interpretations issued but not effective (continued)

- Amendments to IFRS 10 and IAS 28 'Sale or Contribution of Assets betwaen an Investor and its
Associate or Joint Venture' (issued in September 2014), applicable from a date yet to be
determined, address a current conflict between the two standards and clarify that a gain or loss
should be recognized fully when the transaction invelves a business, and partially if it involves
assets that do not constitute a business,

- IFRS 17 'Insurance Contracts' (issued in May 2017), effective for annual periods beginning on or
after 1 January 2023, establishes the principles for the recognition, measurement, presentation
and disclosure of insurance contracts issued. It also requires similar princlples to be applied to
relnsurance 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.

The directors do not expect that adoption of these standards and interpretations will have a material
impact on the financial statements in future periods. The company plans to apply the changes
above, if applicable, from their effective dates.

b) Significant accounting judgements, estimates and assumptions

In the application of the accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical
experience and other relevant factors. Such estimates and assumptions are reviewed on an ongoing
basis. Revisions to estimates are recognised prospectively.

The directors have made the following assumptions that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year.

- Measurement of expected credit losses (ECL):

The measurement of the expected credit loss allowance for financial assets measured at
amortised cost and FVTOCI is an area that requires the use of complex models and significant

assumption about future economic conditions and credit behaviour.

A number of significant judgements are also required in applying the accounting requirements for
measuring ECL, such as:

- Determining criteria for significant increase in credit risk;

- Choosing appropriate models and assumptions for the measurement of ECL,;

- Establishing the number and relative weightings of forward-looking scenarios for each type
of product/market and associated ECL, and

- Establishing companies of similar financial assets for the purposes of measuring ECL.

ECLs are measurad as the prebabllity-weighted present value of expected cash shortfalls over the
remaining expected life of the financial instrument.

The measurement of ECLs are based primarily on the product of the instrument's Probability of
Default (PD), Loss Given Default (LGD), and Exposure At Default (EAD).

The ECL maodel applied for financial assets, other than trade receivables, contains a three-stage
approach that s based on the change in the credit quality of assets since initial recognition.
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NOTES (CONTINUED)

1. Significant accounting policies (continued)

b} Significant accounting judgements, estimates and assumptions (continued)
- Measurement of expected credit losses (ECL) (continuead)

- Stage 1-If, at the reporting date, the credit risk of nen-impaired financial instruments has not
increased significantly since initial recognition, these financial instruments are classified in Stage 1,
and a loss allowance that is measured, at each reporting date, at an amount equal to 12-month

expected credit losses is recorded,

= Stage 2 - When there is a significant increase in credit risk since initial recognition, these
non-impaired financial instruments are migrated to Stage 2, and a loss allowance that is measured,
at each reporting date, at an amount equal to lifetime expectad credit losses is recorded, In
subsequent reporting periods, if the credit risk of the financial instrumant improves such that there
is no longer a significant increase in credit risk since initial recognition, the ECL model requires
reverting to recognition of 12-month expected credit losses.

- When one or more events that have a detrimental impact on the estimated future cash flows of a
financial asset have occurred, the financial asset is considered credit-impaired and is migrated to
Stage 3, and an allowance equal to lifetime expected losses continues to be recorded or the
financial asset is written off,

Assessment of significant increase in credit risk: The determination of a significant increase in
credit risk takes into account many different factors including a comparison of a financial
instruments credit risk or PD at the reporting date and the credit or PD at the date of initial
recognition. IFRS 9 however includes rebuttable presumptions that contractual payments are
overdue by more than 30 days will represent a significant increase in credit risk (stage 2) and
contractual payments that are more than 90 days overdue will represent credit impairment (stage
3), The company uses these guidelines in determining the staging of its assets unless there is
persuasive evidence available to rebut these presumptions.

For trade receivables, the company has applied the simplified model under IFRS 9 where lifetime
expected credit loss allowance Is recognised on the basis of a provisioning matrix.

The carrying amounts of the company's financial assets that are subject to impairment assessment
are disclosed in notes 15 and 16.

- Useful lives, depreciation methods and residual values of property, plant and equipment,
intangible assets and right-of-use assets

Management reviews the useful lives, depreciation methods and residual values of the items of
property, plant and equipment, intangible assets and right-of-use assets carried at cost on a regular
basis. During the financial year, the directors determined no significant changes in the useful lives,
depreciation methods and residual values. The carrying amounts of property, plant and equipment,
right-of-use assets and intangible assets are disclosed in notes 11, 18 and 12 respectively.

- Accounting for leases under IFRS 16

Management has made various judgements and estimates under IFRS 16 as detailed balow:

Incremental borrowing rate; To determine the incremental borrowing rate, the company:

- where possible, uses recent third-party financing recelved as a starting point, adjusted to reflect
changes in financing conditions since third party financing was received,

- uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk, which
doas not have recent third party financing; and

- makes adjustmants specific to tha lease, a.g. tarm, country, currency and security.
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NOTES (CONTINUED)

1.
b)

c)

Significant accounting policies (continued)
Significant accounting judgements, estimates and assumptions (continued)

- Accounting for leases under IFRS 16 (continued)

Lease term/period: In determining the lease term, management considers all facts and
circumstances that create an economic incentive to exercise an extension option, or not exercise a
termination option. Extension options (or periods after termination options) are only included in the
lease term if the lease is reasonably certain to be extended (or not terminated).

For leases of warehouses, retail stores and equipment, the following factors are normally the most

relevant:

= If there are significant penalties to terminate (or not extend), the company is typlcally reasonably
certain to extend (or not terminate).

- If any leasehold improvements are expected to have a significant remaining valua, the company
is typically reasonably certain to extend (or not terminate),

- Otherwise, the company considers other factors including historical lease durations and the
costs and business disruption required to replace the leased asset,

Most extension options in offices and vehicles leases have not been included in the lease liability,
because the company could replace the assets without significant cost or business disruption.

The lease term is reassessed if an option is actually exercised (or not exercised) or the company
bacomes obliged to exercise (or not exercisa) it. The assessment of reasonable certainty Is only
revised if a significant event or a significant change in circumstances occurs, which affects this
assaessment, and that is within the control of the lessee,

The carrying amounts of lease liabilities and right-of-use assets are disclosed in notes 19 and 18
respectively.

Impairment of non-financial assets

Impairment exists when the carrying amount of an asset or cash generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in use, The
fair value less costs of disposal calculation is based on available data from binding sales transactions,
conducted at arm's length, for similar assets or observable market prices less incremental costs of
dizposing of the asset. The value in use calculation is based on a DCF model, The cash flows are
derived from the budget for the next five years and do not include restructuring activities that the
company is not yat committed to or significant future investments that will enhance the performance of
the assets of the CGU being tested. The recoverable amount is sensitive to the discount rate used for
the DCF model as well as the expected future cash-inflows and the growth rate used for extrapolation
purposes. The carrying amounts of property, plant and equipment, intangible assets and right-of-use
assets are disclosed in notes 11, 12 and 18 respectively,

- Tax losses - The company has recognised deferred tax assets on tax losses. In determining whether
these tax losses will be utilised, the management makes judgement as to whether these will be
utilised based on the availabllity of future taxable profits against which they will be utilised, The
carrying amounts of deferred tax on tax losses s disclosed in note 10.

Revenue recognition

Revenue comprises the fair value of the consideration recelved or receivable for the sale of goods, in
the ordinary course of business and is stated net of Value Added Tax (VAT), rebates and discounts.

The company recognises revenue when the amount of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity and when the specific criteria has been met

for the company's activity, The amount of revenue is not considered to be reliably measured until all
contingencies relating to the sale have been resolved. The company bases its estimates on historical
results, taking into consideration the type of customer, type of transaction and specifics of each

arrangement,
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NOTES (CONTINUED)
1. Significant accounting policies (continued)
¢) Revenue recognition (continuad)

Sale of goods are recognised upon delivery of products and customer acceptance. Sales of goods
under ex-works are recognised based on the terms of the agreement and the company has a
responsibility to make sure that the buyer can access and pick up the cargo at their place of
business,

d) Translation of foreign currencies

Transactions in foreign currencies during the year are converted into Kenya Shillings (the functional
currency), at the rates ruling at the transaction dates,

At the end of each reporting year, monetary items denominated in foreign currencies are retranslated
at the rates prevalling at that date. Nen-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not refranslated.

The resulting differences from conversion and translation are dealt with in profit or loss in the year in
which they arise.

e) Property, plant and equipment

All property, plant and equipment is initially recorded at cost and thereafter stated at historical cost
less accumulated depreciation and any accumulated impairment losses (except as stated below).
Historical cost comprises expenditure initially incurred to bring the asset to its location and condition
ready for its intended use.

Subsequent costs are included in the assel's carrying amount or recognised as a separate assel, as
appropriate, only when it is probable that future economic benefits associated with the itern will flow to
the company and the cost can be reliably measured. The earrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial year
in which they are incurred,

Depreciation is calculated on the reducing balance basis to write down the cost of each asset, to its
rasidual value over its estimated useful life using the following annual rates:

Rate %
Buildings 25 (Straight line basis)
Motor vehicles 25
Plant and machinery 7.5
Computers 20
Furniture and equipment 12.5
Generator 25

Leasehold land has been depreciated over the remaining lease years.

The assets' residual values, useful lives and methods of depreciation are reviewed at the end of each
reporting period and adjusted prospectively, if appropriate,.

An asset's carrying amount is written down immediately te its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

An item of property, plant and equipment is derecognised upon disposal or when no future econemic
benefits are expected from its use or disposal. Gains and losses on disposal of property, plant and
equipment are determined by comparing the proceeds with the carrying amount and are taken into
account in detarmining aperating profit.

18



Universal Comporation Limited
Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)

1,

)

)

Significant accounting policies (continued)
Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortisation and accumulated impairment losses. Amortisation is recognised on a
straight-line basis over their estimated useful lives. The estimated useful life and amortisation method
are reviewed at the end of each reporting period, with the effect of any changes in estimate being
accounted for on a prospective basis. Intangible assets with indefinite useful lives that are acqulred
separately are carried at cost less accumulated impairment losses, Intangible assets with indefinite
useful lives are not amortised, but are tested for impairment annually, either individually or at the
cash-generating unit level. The assessment of Indefinite life is reviewed annually to determine whether
the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is
made on a prospective basis,

Software costs

Costs associated with developing or maintaining intangible assets are racognised as an expense as
incurred in profit or loss, Costs that are directly associated with the purchase of identifiable software
products controlled by the company, that will probably generate economic benefits exceeding beyond
onhe year, are recognised as Intangible assets. Intangible assets are amortised over their useful life on
a straight line basis over a 5 year period,

Trade marks and licences

Trade marks and licences are shown at historical cost less accumulated amortisation, Amortisation is
caleulated using the straight line maethod to write down the cost of trademarks and licences over their
estimated useful lives based on a pattern of benefits that are expected to accrue to the company.

Investment in associate

Assoclates are all entities over which the company has significant influence. Significant influence is the
power to participate In the financial and operating policy decisions of the investee but is not control or
joint control over those policies.

Investments in associates are accounted for using the equity method of accounting. Under the equity
method, the investment is initially recognised at cost, and the carrying amount is increased or
decreased to recognise changes in the investor's share of the net assets of the investes after the date
of acqulisition. The company's investment in assoclates includes goodwill (net of any accumulated
impairment loss) Identified on acquisition.

The company's share of post-acquisition profit or loss is recognised in profit or loss, and its share of
post acquisition movements in other comprehensive income is recognised in other comprehensive
income. The eumulative post-acquisition movements are adjusted against the carrying amount of the
investment. When the company's share of losses In an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the company does not recognise further losses,
unless it has incurred legal or constructive obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the company and its associates are eliminated to the
extent of the company's interest in the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred.

Dilution gains and losses arising In investments in associates are recognised in profit or loss.

The financial statements of the associate are prepared for the same reporting period as the company.
Accounting policles of assoclates have been changed where necessary to ensure consistency with the
policies adopted by the company.
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NOTES (CONTINUED)

1. Significant accounting policies (continued)
g) Investment in assoclate (continued)

After application of the equity method, the company determines whether it is necessary to recognise

an impairment loss on its investment in an associate. At each reporting date, the company determines
whether there is objective evidence that the investment in the associate is impaired. If there is such
evidence, the company calculates the amount of impairment as the difference between the recoverable
amount of the assoclate and Its carrying amount, and then recegnises the loss within 'Share of profit of
associate in the statement of profit or loss and other comprehensive income.

h) Accounting for leases

The company assesses at contract inception whether a contract is, or contains, a lease, That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for

consideration,
The company as lessee

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

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

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

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

Subsequently the lease liability is measured at amorlised cost, subject to remeasurement to reflect
any reassassment, lease modifications, or revised fixed lease payments.

Leasehold land and buildings are subsequently carried at revalued amounts, based on annual/triennial
valuations by external independent valuers, less accumulated depreciation and accumulated
impairment losses. All other right-of-use assets are subsequently measured at cost less accumulated
depreciation and any accumulated impairment losses, adjusted for any remeasurement of the lease
liability, Depreciation is calculated using the straight-line method to write down the cost of each asset
to its residual value over its estimated useful life. If ownership of the underlying asset is not expected
to pass to the company at the end of the lease term, the estimated useful life would not exceed the
lease term.

Increases in the carrying amount arising on revaluation are recognised In other comprehensive income
and accumulated in equity under the heading of revaluation surplus. Decreases that offset pravious
Increases of the same asset are recognised in other comprehensive income. All other decreases are
recognised in profit or loss.

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

20



Universal Corporation Limited
Annual report and financial statemants
For the year ended 31 March 2022

WEE"%EDNHNUED}

T
h)

Significant accounting policies (continued)
Accounting for leases (continued)
The company as lessor

Leases that fransfer substantially all the risks and rewards of ownership of the underlying asset to the
lessee are classified as finance leases. All other leases are classified as operating leases. Payments
received under operating leases are recognised as income in the profit or loss on a straight-line basis
over the lease term.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the
company's net investment in the leases, Finance lease income Is allocated (o accounting periods
so as to reflect a constant periodic rate of return on the company's nat investment outstanding in
raspect of the leases,

Assels leased to third parties under operating leases are included in property, plant and equipment in
the statement of financial position.

Financial instruments

Financial instruments are recognised when, and only when, the company becomes party to the
contractual provisions of the instrument,

- Financial assets

All financial assets are recognised initially using the trade date accounting which is the date the
company commits itself to the purchase or sale.

The company classifies its financial assels into the following categories:

i) Amortised cost;
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 (SPPI) on
the principal amount outstanding and are not designated at Fair Value Through Profit or Loss
(FVTPL), are classified and measured at amertised cost; The carrying amount of these assets is
adjusted by any expected credit loss allowance recognised and measured.

i) Fair Value Through Other Comprehensive Income (FVTOCI):
Financial assets that are held for collection of contractual cash flows where these cash flows
comprise SPPI and also for liquidating the assets depending on liquidity neads and that are not
designated at FVTPL, are classified and measured at value through other comprehensive income
(FVTOCI). Movements in the carrying amount are taken through OCI, except for recognition of
impairment gain or losses, interest revenue and foreign exchange gain and losses, Gains and
losses previously recognised in OCI are reclassified from equity to profit or loss on disposal of
such instruments, Gains and losses related to equity instruments are not reclassified,

iii) Fair Value Through Profit or Loss (FVTPL);
Financial assets that do not meaet the criteria for amortised cost or FVTOCI are measured at
FVTPL. A gain or loss on a debt investment that is subsequently measure at fair value through
profit or loss and Is not part of a hedging relationship is recognised in profit or loss and presented
in the profit or loss statement.

Notwithstanding the above, the company 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,

- 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.
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T

i)

Significant accounting policies (continued)
Financial instruments (continued)
- Financial assets (continued)

At initial recognition of a financial asset, the company determines whether newly recognised
financial assets ara part of an existing business model or whather they reflect the commencement
of a new business model, The company reassess its business models each reporting year to
determine whether the business models have changed since the preceding year. For the current and
prior reporting year the company has not identified a change in its business models.

Derecognition/write off

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

When a debt instrument measured at FVTOCI is derecognised, the cumulative gain/loss previously
recognised in OCI is reclassified from equity to profit or loss. In contrast, for an equity investment
designated as measured at FVTOCI, the cumulative gain/loss previously recognised in OCI is not
subsequently reclassified to profit or loss but transferred within equity.

Impairment

Debt instruments that are subsequently measured at amortised cost or at FVTOCI are subject to
impairment assessment. No impairment loss is recognised on investments measured at FVTPL.

The company recognises loss allowances for Expected Credit Losses (ECLs) on the following
financlal Instruments that are measured at amortised cost or at fair value through othar
comprehensive income.
(FVTOCI):

- Cash and cash equivalents

- Trade and other receivables

- Other financial assets

The loss allowance |s measured at an amount equal to the lifetime expected credit losses for trade
receivables and for financial instruments for which:

- the credit risk has increased significantly since initial recognition; or

- 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 lossas.

Lifetime expected credit losses represent the expected credit losses that result from all possible
default events over the expected life of a financial instrument, 12-month expacted credit losses
represent the portion of lifetime expected credit losses that result from default events on a financial
asset that are possible within 12 months after the reporting date.

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

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 reporting date, those which management has the axpress
intention of holding for less than 12 months from the reporting date or those that are required to be
sold to raise operating capital, in which case they are classified as current assets.

22



Universal Corporation Limited
Annual report and financial statements
For the vear ended 31 March 2022

NOTES (CONTINUED)
1. Significant accounting policies (continued)
i) Financial instruments (continued)

- Financial liabilities

All financial liabilities are recognised initially at fair value and, in the case of loans and berrowings and
payables, net of directly attributable transaction costs,

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 company may also, on initial recognition, irrevocably designate a
financial liability as at fair value through profit or loss if doing so eliminates or significantly reduces a
measurement or recognition inconsistency.

- All othar financial liabilities are classifiad and measured at amortised cost.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable transaction costs.

All financial liabilities are classified as non-current except those held for trading, those expacted to
be settled in the company's normal operating cycle, those payable or expected to be paid within 12
months of the reporting date and those which the company does not have an uncenditional right to
defer settlement for at least 12 months after the reporting date.

Derecognition

A financial liabllity is derecognised when the obligation under the liability is discharged or cancelled
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognised in profit or loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount presented in the statement of financial
position when there is a currently enforceable legal right to offset the amounts and there is an
intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

j} Inventories

Inventories are stated at the lower of cost and net realisable value, Cost is determinad by the
walghted average cost method (WAC). The cost of packing materials, raw materials, finished goods
and work in progress comprises raw materials, direct labour, other direct costs and related
production overheads incurred in bringing the inventory to its present location and condition, but
excludes borrowing costs. Net realisable value is the estimate of the selling price in the ordinary
course of business, less the costs of completion and selling.

k) Taxation

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

Current tax
Current tax is provided on the results for the year, adjusted in accordance with tax legislation.

23



Universal Carporation Limited
Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)

1

k)

n)

Significant accounting policies (continued)
Taxation (continued)

Deferraed tax

Deferred tax is provided using the liability method for all temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date. Deferrad tax assets and llabllities are measured at the tax rates that are expected to
apply in the year when the asset is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted at the reporting date. Defarred tax assets are recognised for all
deductible temporary differences, the carry forward of unused tax credits and any unused tax losses
to the extent that it is probable that future taxable profits will be available against which the
deductible temporary differences, the carry forward of unused tax credits and tax credits and unused
tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at each
reporting date and are recognised to the extent that it has bacome probable that future taxable
profits will allow the deferred tax asset to be recovered,

Offsetting

An entity shall offset current tax assets and current tax liabilities, or offset deferred tax assets and
deferred tax liabilities if, and only if, it has a legally enforceable right to set off the amounts and the
entity can demonstrate without undue cost or effort that it plans elther to settle on a net basis or to
realise the asset and settle the liability simultaneously

Cash and cash equivalents

For the purposes of the statemant of cash flows, cash and cash equivalents comprise cash in hand
and deposits held with banks, net of bank ovardrafts. In the statement of financial position, bank
overdrafts are included in borrowings in current liabllities,

Retirement benefit obligations

The company and its employees contribute to the National Social Security Fund (NSSF), a statutory
defined contribution scheme registered under the NSSF Act. The company's contributions to the
defined contribution scheme are charged to profit or loss in the year to which they relate they relate,

The company operates a defined contribution staff retirement benefit seheme for its permanent and
pensionable employees. The scheme |s administered by an insurance company. The company's
contributions to the defined contribution retirement benefit scheme are charged to profit or loss in the
year to which they relate. The company has no further payment obligations once the contributions

have been paid.
Employee entitlements

The estimated monetary liability for employees' acerued annual leave entitlement at the reporting
date is recognised as an expense accrual,
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1.

0)

P)

q)

Significant accounting policles (continued)
Borrowing costs

Borrowing costs are interest and other costs that the company incurs in connection with the
borrowing of funds,

All borrowing costs are racognised in profit or loss in the period in which they are incurred,

Share capital
Ordinary shares are classified as equity.

Impairment of non-financial assets and intangible assets other than goodwill

At the end of each reporting year, the company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss (if any).

Assets that have an indefinite useful life are not subject to amortisation and are tested for
impairment annually.

An impalrment 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 Impalrment, assets are compaired at
the lowest levals for which thare are separately identifiable cash flows (cash-generating units).

Non-financial assets that suffered an impairment are reviewead for possible reversal of the
impairment at the end of each reporting year.

For assets excluding goodwill, an assessment is made at each reporting date to determine
whether there Is an indication that previously recognised impairment losses no longer exist or
have decreased. If such indication exists, the Company estimates the asset's or CGU's
recoverable amount. A previously recognised impairment loss is reversed only if there has been
a change in the assumptions used to detarmine the asset's recoverable amount since the last
impairment loss was recognised. The reversal is limited so that the carrying amount of the asset
does not exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation or amortisation, had no impairment loss been recognised for the
asset in prior years. Such reversal is recognised in the statement of profit or loss unless the
asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation
Increase,

Comparatives

There were na changes in presentation in the current year.
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Universal Corporation Limited
Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)

2. Revenue
Revenue from sale of pharmaceutical products

3. Other operating income

Insurance claims
Miscellaneous income

4. Operating profit

The following items have been charged in arriving at the
operating profit.

Depraciation on property, plant and equipment (Note 11)
Amortisation of intangible assets (Note 12)
Impairment of property, plant and equipment
Depreciation on right-of-use assets (Note 18)
Staff costs (Note 5)
Directors' remunaration
Auditors' remuneration

- current year

- (over) provision in prior years
Repairs and maintenance

= production

administration

Provision for bad debts

5, Staff costs

Salaries and wages
praduction
administration
Other staff costs
staff medical expenses
- staff welfare expenses
- work parmit
Fension costs:
- defined contribution scheme
- National Social Security Fund (NSSF)

The average number of persons employed during the year, by
category, were:

Praduction
Quality control
Engineering
Administration

6. Finance costs

Net foreign exchange loss
Interest expense:

- Bank overdraft

- Bank term loans

- Finance leases

- Interest operating lease

26

2022 2021

Shs Shs
2,693,188 449 2.5?3i63ﬂ1733
70,345 9,853,681
- 1,271,748
70,345 11,125,429
86,643,102 91,265,988
13,897,560 8,313,667
8,429,003 8,075,349
2,741 596 2,741,595
324,266,433 317,446,788
38,300,000 59,505,629
2,000,000 2,000,000
(67,500) (267,500)
8,423,305 10,174 447
16,441,240 28,857 211
5I647!010 6I497!857
231,692,416 223,963,339
61,047,339 64,087,345
5,605,168 3,778,036
11,642,162 10,591,049
967,495 2,623,232
13,411,053 11,814,787
800 589,000
324,266,433 317,446,788

="

2022 2021

Nao. No.
111 140
83 80
18 20
51 55
273 ; 286
35,749,079 45,259,444
5,694,036 4,728,391
91,716,438 98,409,288
17,614 166,628
418,514 549,273

135505601, 149201624



Universal Corporation Limited
Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)
7. Tax

Current tax
Deferred tax charge (Note 10)

The tax on the company's profit before tax differs from the
theoretical amount that would arise using the basic rates as
follows;

Profit before tax
Tax calculated at a tax rate of 30% (2021: 30%)
Tax effect of;

- overprovision in prior years

= expenses not deductible for tax purposes
Tax charge

8. Share capital

Authorised:

200,000 (2021: 200,000) ordinary shares of Shs. 1,000 each.

Issued and fully paid:

182,248 (2021: 182,248) ordinary shares of Shs. 1,000 each.

8. Borrowings
The borrowings are made up as follows:

Nen-eurrent
Bank borrowings
Finance leases

Current

Bank borrowings
Finance leases
Inventory loan (Note 16)
Bank overdraft (Note 16)

Total borrowings

27

2022 2021

Shs Shs
12,105,137 25,047,283

—10513, 25947283

1,330,621 25,067,057
399,186 7,620,117
- 2,451,801
11,705,051 15,975,365
12,105,137 25,847,283
-—t20,000000 200,000,000
182,248,000 182,248,000
213,520,614 331,548,330
- 822,767
213,520,614 332,371,007
137,792,269 121,669,420
. 308,961
720681538 704,561,295
185,088,147 109,240,659
1,043,561,954 935,780,335

1,257,082,568

1,268,151,432




Universal Corporation Limited
Annual report and financial statements
For the vear ended 31 March 2022

NOTES (CONTINUED)
9. Borrowings (continued)

The borrowings are secured by the following:

a) Specific debenture for an amount of USD, 250,000 over two blister packing machine and

accessories.

b) Fixed and floating debenture for an ameunt of Shs. 200,000,000 and USD. 16,440,000 over all

the assets,

c) Firstlegal charge for an amount of Shs. 200,000,000 and USD. 16,440,000 over the property
known as L.R No 13777 registered in the name of Universal Corporation Limited together with
the original title deed and all other related documents,

Reconciliation of liabilities arising from financing activities:

Year ended 31 March 2022

At start of year
Interest charged to profit or loss
Foreign exchange loss
Cash flows:
- Operating activities (interest paid)
Effects of exchange rate changes

- Proceeds from long-term borrowings
= Repayments of long-term borrowings

= Rapayments under finance leases
At end of year
Year ended 31 March 2021

At start of year
Interest charged to profit or loss
Foraign exchange loss
Cash flows:
- Operating activities (interest paid)

- Proceeds from long-term barrowings
- Repayments of long-term borrowings

= Proceeds from finance leasas
- Repayments under finance leases

At end of year

Finance
Borrowings leases Total
Shs Shs Shs
453,217,750 1,131,728 454,349,478
91,716,438 17,614 91,734,052
35,749,079 - 35,748,079
(91,716,438) (17,614) (91,734,052)
(35,749,079) - (35,749,079)
428,609,635 - 428,509,635
(530,414,502) - (530,414,502)
- (1,131,728) (1,131,728)
351!312@83 - 351,312,883
566,435,046 289,259 566,734,306
98,409,288 155,528 08,564 816
19,610,063 - 19,610,063
(98,409,288) (165,528) (98,564,816)
17,246,250 - 17,246,250
(150,073,609) (150,073,609)
. 1,360,000 1,360,000
- (527,531) (627,631)

453,217,750
——

1,131,728 454,349,478

The borrowing facilities expiring within one year are subject to review at various dates during the

next financial year,

The exposure of the company's borrowings to interest rate changes and the contractual repricing

dates at the reporting date are as follows:

6 months or less
6 - 12 months
1-5years

Weighted average effective interest rates at the reporting date

were as follows:

Inventory loan
Bank borrowings
Bank overdraft
Finance leases

2022 2021
Shs Shs
1,043,561,954 935,780,335

213,520,614 332,371,097

1,257,082 568 1IEBB!1 51,432

2022 2021
% %
7.75 8
7.75 8

7.75-125 8-13
12.5 13

S e



Universal Corparation Limitad
Annual report and financial statements
For the vear ended 31 March 2022

NOTES (CONTINUED)

8.

Borrowings (continued)

In the opinion of the directors, the carrying amounts of short-term borrowings approximate to

their fair value.

In the opinion of the directors, it is impracticable to assign fair values to the company's
long-term liabilities due to inability to forecast interest rate and foreign exchange rate changes.

The carrying amounts of the company's borrowings are denominated in the following currencies:

Kenya Shilling
United States Dallar

Maturity based on the repayment structure of non-current

borrowings (excluding finance lease liabilities) is as follows:

Betweean 1 and 2 years
Between 2 and & years

Gross finance lease liabilities - minimum laasa payments

Not |ater than 1 year
Later than 1 year but not later than 2 years

Undrawn facilities at the reporting date were as follows:
Bank overdraft

Bank loan
Inventory loan

29

2022
Shs

32,608,387
1,224,483,181

2021
Shs

27,137,145
1,241,014,287

1,257,082,568

1,268,151,432

149,558,480 121,669,420
63,962,134 209,878,910
213,520,614 331,548,330
: 308,961

E 822,767

.,

1,131,728

_#:

37,486,853 4,381,133
345,160,000 18,868,272
27,143,462 7,253,705
409,780,315 30,503,110




Universal Corporation Limited

Annual report and financial statements
For the year ended 31 March 2022
NOTES (CONTINUED)

10. Deferred tax

Deferred tax is calculated, in full, on all temporary differences under the liability method using a
principal tax rate of 30% (2021: 30%). The movement on the deferred tax account is as follows:

2022 2021
Shs Shs
At start of year 43,646,261 17,698 978
Charge to profit or loss (Note 7) 12,105,137 25,847,283
At end of year 55I751ISQE 43@451261

Deferred tax liability in the statement of financial pesition and deferred tax charge to profit or loss
are attributable to the following items:

(Credit)/charge
At start to profit or At end
of year loss of year
Deferred tax liabilities Shs Shs Shs
Property, plant and equipment
- accelerated tax depreciation 386,523,045 (18,166,507) 368,356,538
Right-of-use assets 1,302,258 (822,479) 478,779
387,825,303 (18,988,086) 368,836,317
Deferred tax (assets)
Tax losses carried forward (323,981,892) 26,356,342 (298,625,550)
Lease liabilities (1,569,426) 1,088,954 (480,472)
Provision for leave days (5,783,483) (617,396) (6,400,879)
Unrealised exchange differences (12,844 241) 5,266,223 (7,578,018)
(344,179,042) 31,094,123 (313,084,919)
Net deferred tax liabilities 431846.261 12,105,137 55,751,388

30
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Universal Corporation Limited

Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)

12. Intangible assets

13.

14,

Year ended 31 March 2022

Cost

Al start of year
Addition

Amortisation
At start of year
Charge for the year

At end of year
Net book value

Year ended 31 March 2021

Cost

At start of year

Reclassification from property, plant and equipment
Addition

Write off to expenses

Amoertisation
At start of year
Charge for the year

At end of year
MNet book value

Investment in assoclate

342 Ordinary shares of Ethiopian Birr 1,000 each
in Regional Bioequivalence Centre Limitad

Inventories

Packaging materials
Raw materials
Finished goods
Work in progress
Goods in transit

33

Software licence,
trade marks,

Capital- Registration and
work-in brands and Total
progress  supply contracts 2022
Shs Shs Shs
39,777,791 260,208,600 299,986,391
3,105,504 150,000 3,265,604
42|333:295 EEDIE.EB,EDO 303,241,895
“ 179,249,398 179,248,398
- 13,997 660 13,997,560
B 193,246,958 193,246,958
42,883,295 67,111 !642 109,994,937
Software licence,
trade marks,
Capital- Registration and Shs
work-in brands and Total
progress  supply contracts 2021
Shs Shs Shs
: 260,331,087 260,331,087
10,454,490 10,454,480
29,323,301 29,323,301
- (122 487) (122 487)
o 260,208800 209,988,301
- 160,935,832 169,935,832
- 9,313,566 9,313,566
- 179,249,398 179,248,398
38,777,791 80,959,202 120=73$i993
%o 2022 2021
Holding Shs Shs
24.98% 100 100
= ———————
155,027,823 111,194,132
330,483,060 282,301,551
246,896,478 204,211,046
74,326,348 11,313,973
413,092,544 113,266,210
1,229,726,253 m




Universal Corporation Limiled
Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)
15. Trade and other receivables

Trade receivables

Other receivables

Receivable from related parties (Note 21 b(ii))
Amounts due from directors (Note 21b(iv))
Less: provision for expected credit losses

Impairment provisions

Trade recelvables
Other receivables
Recelvable from related parties

Trade receivables
Other receivables
Receivable from related parties

Gross
amount
Shs

695,742,510
72,587,942
70,489,980

2022 2021
Shs Shs
695,742,510 695,146,686
72 687 942 53,987,172
70,489,880 153,089,897
3,995,186 -
(46,887,194) (42,216,586)
7'95@285424 BEOIM 7I169
2022
ECL Carrying
allowance amount
Shs Shs
(36,428,388) 660,314,122
72,587,942

(11,458,806)

59,031,174

238,820 432 546:387.194} 791.93312%
2021
Gross ECL Carrying
amount allowance amount
Shs Shs Shs
695,146,686 (37,310,445) 657,836,241
53,987 172 = 53987172
153,099,897 (4,906,141) 148,193,756
902,233,755 (42,216,586) 360.01‘?!169

In the opinion of the directors, the carrying amounts of trade and other receivables approximate

to their fair value.

The carrying amounts of the company's trade and other receivables are denominated in the

fallowing currencies:

Kenya Shilling
Eura
United States Dollar

16. Cash and cash equivalents
Cash at bank and in hand

For the purposes of the statement of cash flows, the year-end
cash and cash equivalents comprise the following:

Cash at bank and in hand
Bank overdraft (Note 9)
Inventory loan (Note 9)

The carrying amounts of the company's cash at bank and cash

in hand are denominated in the following currencies;

Kenya Shilling
Uganda Shilling
Euro

United States Dollar

34

2022 2021

Shs Shs
226,621,814 148,880,994

3,803,564 -
565,503,046 710,036,175
795,028,424 BED.DW!‘I 69

2,191,657 1,702|722

2,191,857 1,702,722
(185,088,147) (109,240,659)

(720,681,538)

(704,561,295)

(903,578,028) 5312.099!232£

1,835,820 1,481,122
10,839 -
339 2786 10,651
5,722 210,949
2,191,657 1,702,722
m:n::n:: =EH-=



Universal Corporation Limited
Annual report and financial statemants
For the year ended 31 March 2022

NOTES (CO )
17. Trade and other payables 2022 2021
Shs Shs
Trade payables 892 562,737 646,461,334
Accruals and other payables 73,474,996 49,069,232
Payable to related parties (Nate 21b(1)) 96,479,638 80,843 831
Amounts due to directors (Note 21b(iv)) . 9,811,531

1,162,517,371 786,185,928

|

In the opinion of the directors, the carrying amounts of trade and other payables approximate to
their fair valua,

The carrying amounts of the company's trade and other payables are denominated in the following

currencies.
2022 2021
Shs Shs
Kenya Shilling 132,697,992 202,934,435
Euro 16,346,962 255,191
British Sterling Pound 2,206,981 2,304,338
Indian Rupee 7,408 -
United States Dollar 1,011,258,027 580,601,964
1,162,617 371 786,185,928
The maturity analysis of trade and other payables is as follows;
0 to 12 months Over12
months months Total
Year ended 31 March 2022 Shs Sha Shs
Trade payables 992,662,737 - 992,562,737
Other payables 52,138,734 21,336,262 73,474,996
Payable to related parties 96,479,638 - 96,479,638
1,141,181,108 21,336,262 1,162,617,371
Year ended 31 March 2021
Trade payables 646,461,334 - 646,461,334
Other payables 29,790,954 10,278,278 49,089,232
Payable to related parties 80,843 831 - 80,843,831
Amounts due to directors 9,811,531 . 9,811,531
766,807 650 19I2?B‘278 786,185,928
2022 2021
18, Right-of-use assets Shs Shs
At start of year 4,340,860 7,082,455
Depreciation charge for the year (2,741,596) (2,741,595)
At end of year 1,589,264 4,340,860

18.

The company leasas an office space. The leases of this office space is typically for term of 2
years with options to renew, This lease does not contain any restrictions or covenants other than
the protective rights of the lessor or carries a residual value guarantee,

Lease liabilities

Currant
MNen current

2022 2021

Shs Shs
1,601,574 3,629,846
- 1,601,675
1,601,574 5,231,421

—_—



Universal Corporation Limited
Annual report and financial statements
For the year ended 31 March 2022

NOTES (CONTINUED)
2022 2021
19, Lease liabllities (continued) Shs Shs
Reconciliation of lease liabilities arising from financing activities:
At start of year 5,231,421 8,116,908
Interest charged to profit or loss 418,514 649,273
Cash flows:
- Payments under leases (4,048,361) (3,533,760)
At end of year 1,601,574 5,231,421
Interest expense (Iincluded in finance cost) = 418514 _ 649,273

Weighted average effactive interest rates at the reporting date was 13%.
The carrying amounts of the company's lease liabilities are all denominated in Kenya Shillings.

20. Cash from operations

2022 2021
Reconciliation of profit before tax to cash from Shs Shs
operations:
Profit before tax 1,330,621 25,067,057
Adjustments for:
Depreciation on property, plant and equipment (Note 11) 86,543,102 91,265,988
Amortisation of intangible assets (Note 12) 13,997 560 9,313,667
Depreciation on right of use assets (Note 18) 2,741,596 2,741,585
Impairment of property, plant and equipment 8,429,003 876,000
Write off capital work in progress 3,469,004 9,075,349
Intangible assats written off (Note 12) - 122,487
(Gain) on disposal of property, plant and equipment - (48,710)
Payments under leases (4,048,361) (3,633,760)
Interest expenses 97,428,088 103,293,207
Interest operating lease 418,514 649,273
Fareign exchange l0ss 58,410,147 45,259,444
Changes in working capital
- inventories (507,437,341) (28,456,619)
- trade and other receivables 86,611,923  (105,395,206)
- trade and other payables 353,853,699 107,081,403
Cash from operations 201 |7471555 257id1 1,075
21. Related party transactions and balances
a) The following transactions were carried out with related
parties: 2022 2022
(i} Sale of goods and services BOG, 604,352 _1 16,306,996
(i) Purchase of goods 142.Dd$i123 30@61 ‘792
(iii) Provision of legal and professional services 28,882,057 — 12,106,857

36



Universal Corporation Limited
Annual report and financial statements
For the year ended 31 March 2022

b)

22,

NOTES (CONTINUED)
g

Related party transactions and balances (continued)

Qutstanding balances
(i) Payable to related parties (Note 17)

Arcolab Private Limited (common shareholding)
Harleys Ltd (common directorship)

Strides Pharma Science Limited (ultimate majority shareholder)

Strides Pharma (Cyprus) Limited (shareholder)
Strides Pharma Global PTE Limited (step up shareholder)

() Receivable related parties (Note 15)

Harleys Limited (common directorship)

Harleys Uganda Limited (commaon directorship)
Just Plastic Limited (significant influence)

Nairobi Enterprises Limited (common directorship)

Strides Pharma Science Limited (ultimate majority shareholder)

Strides Pharma (Cyprus) Limited (shareholder)
Unisel Pharma (K) Ltd (common directorship)

(iiiy Provision for related party
(ivy Amount due to directors (Note 17)

Key management compensation
Short term employee benefits - directors

Risk management objectives and policies

Financial risk management

2022 2021
Shs Shs
954,627 908,803
¢ 33,750
65,649,621 54,484,689
= 2,545 387
29,875,391 22 870,202
86,479,638 80,843,831
-
2022 2021
Shs Shs
8,522,847 5,893 457
160,790 998,643
36,671,962 43,135,451
834 .
16,073,093 25,242 089
9,060,454 2,057,474
. 75,772,785
70,489,980 1 53,099,397“
11,458,806 4,906,141
- 9,811,531
39,300,000 69,505,629

The company's activities expose it to a variety of financial risks: market risk (including foreign

exchange risk and interest rate risk), credit risk and liquidity risk.

The company's overall risk management programmae focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the company's financial performance.

Risk management is carried out by the management under policies approved by the board of
directors. Management identifies, evaluates and hedges financial risks in close co-operation

with various departmental heads. The board provides written principles for overall risk

management, as well as written pelicies covering specific areas, such as foreign exchange risk,
interest rate risk, credit risk, use of derivative financial instruments and non derivative financial

instruments, and investment of excess liquidity.
(a) Market risk

- Foreign exchange risk

The company is exposed to foreign exchange risk arising from various currency exposures
primarily with respect to the United States Dollar and the Euro. The risk arises from future
transactions, assets and liabilities in the statement of financial position.
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22. Risk management objectives and policies (continued)
Financial risk management (continued)
(a) Market risk (continued)
- Foreign exchange risk (continued)

The table below summarises the effect on post-tax profit had the Kenya Shilling weakened by 10% against
the each currency, with all other variables held constant. If the Kenya Shilling strengthened by the same
percentage against each currency, the effect would have been the opposite.

Year 2022
Ushs INR STG pound Euro US Dollar Total
Shs Shs Shs Shs Shs Shs
Effect on loss - (decrease) 759 519 (154,489) (1074519) _(117,238070) _(1 18,466,838)
Year 2021
Ushs INR  STG pound Euro US Dollar Total
Shs Shs Shs Shs Shs Shs
Effect on loss - (decrease) - - - 746 (77,795,839) (77,795,093)

- (Cash flow and interest rale risk

The company's exposure to interest rate risk arises primarlly from borrowings. Borrowings obtained at
different rates expose the company to interest rate risk. Borrowings obtained at fixed rales expose the
company to fair value interest rate risk.

At 31 March 2022, if interest rates at that date had been 100 basis points higher with all other variables
held constant, post-tax profit for the year would have been Shs. 8,676,245 (2021: Shs. 8,917,023)
lower/higher, arising mainly as a result of higher interest expense on varlable borrowings. Had interest
rates been 100 basis points lower, the effect would have been the opposite.

(b) Credit risk

Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with banks
and financlal institutions, as well as credit exposures to customers, including eutstanding receivables. If
custemers are independently rated, these ratings are used, Otherwise, if there is no independent rating,
management assesses the credit qualily of the customer, taking into account thelr financial position, past
experience and other factors.

Individual limits are set based on internal or external information in accordance with limits set by the
management, The utilisation of credit limits is regularly monitored.

In assessing whether the credit risk on a financial asset has increased significantly, the cormpany
compares the risk of default occurring on the financial asset as at the reporting date with the risk of default
oceurring on that financial asset as at the date of initial recognition. In deing so, the company considers
reasonable and supportable information that is indicative of significant increases in credit risk since initial
recognition and that is available without undue cost or effort. There is a rebuttable assumption that the
credit risk on a financial assel 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 unlikely to be able to meet
its obligations. However, there is a rebuttable assumption that that default does not occur later than when
a financial asset is 90 days past due.
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22. Risk management objectives and policies (continued)
Financial risk management (continued)

(b) Credit risk (continued)

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

- type of instrument;

- industry in which the debtor operates; and

- nature of collateral.

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

significant financial difficulty of the debtor

- a breach of contract

- it is probable that the debtor will enter bankruptcy

- the disappearance of an active market for the financial asset because of financial difficulties.

The gross carrying amount of financial assets with exposure to credit risk at the balance sheet

date was as follows:
Lifetime expected credit

losses

2022 2021
Basis for measurement of loss allowance Shs Shs
Trade receivables 605,742 510 695,146,686
Other recelvables 72,587,942 53,987 172
Receivable from related parties 70,489 980 153,099,897
Cash at bank 2,191,657 1,702,722
Gross carrying amount 841,012,089 803,936,477
Loss allowance (46,887,194) (42,216,586)
Exposure to credit risk 794,124,895 351.719.39_‘1_

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

a) financial assets for which credit risk has increased significantly since initial recognition but that are

not credit impaired;
b) financial assets that are credit impaired at the reporting date;
¢) trade receivables, contract assets and lease receivables for which the loss allowance is always

measured at an amount equal to lifetime expected credit losses, based, as a practical expedient, on
provision matrices.

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

30 to 60 days 61 to 90 Over 90 days
Not past due past days past past Total
Shs Shs Shs Shs Shs
As at 31 March 2022 644,636,559 8,070,855 1,938,726 41,096,371 __?95,742,510
As at 31 March 2021 579,815,010 57I537.D10 11,181,847 46,612,819 EQSIMEIEBE
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22. Risk management objectives and policies (continued)

Financial risk management (continued)
(b) Credit risk (continued)

The changes in the loss allowance during the year were as follows: 2022 2021

Shs Shs
At start of year 42,216,586 -
Changes arising from whether the loss allowance Is measured at an
amount equal to 12-month or lifetime expected credit losses 4,670,608 42,216,586
At end of year 46,887,194 42,216,586

Liquidity risk is the risk that the company will encounter difficulty in meeting obligations associated with
financial liabilities. Cash flows forecasting is performed by the finance department of the company by
monitoring the company's liquidity requirements to ensure it has sufficient cash to meet operational
needs while maintaining sufficlent headroom on its undrawn committed borrowing facilities at all times
so that the company does not breach borrowing limits or covenants (where applicable) on any of its
borrowing facilities.

Prudent liquidity risk management implies maintaining sufficlent cash and marketable securities, the
availability of funding through an adequate amount of committed credit facilities and the ability to close
out market positions. Due to the dynamic nature of the underlying businesses, the company's
management malntains flexibility in funding by maintaining availability under committed credit lines.

Notes 9 and 17 disclose the maturity analysis of borrowings and trade and other payables respectively.

The table below summarises the maturity analysis for financial liabllities to their remaining contractual
maturities. The amounts disclosed are the contractual undiscounted cash flows.
The key assumptions made in the maturity profile are:

- changes in interest rates have not been accounted for as these cannot be predicted,
- changes in foreign exchange rates have not been accounted for as these cannot be predicted; and
- the borrowings will be repaid based on the repayment schedule agreed with the lenders.

Between Between
Interest 1-3 4-12 over 12
Year ended 31 March 2022  rate months menths months Total
% Shs Shs Shs Shs
Interest bearing liabilities
- Bank term loans 7.75% 34,448,067 103,344,202 213,520,614 351,312,883
- Inventory loan 7.76% - 720,681,538 - 720,681,538
- Bank overdraft 7.75-12.5% - 185,088,147 - 185,088,147
Non-interest bearing liabilities
- Trade and other payables il 1,141,181,109 - 21,336,262 _ 1,162,517,371
1,175,628,176 1|{}GB.113.887 234 B56,876 . 2,4191599@_39_‘

Year ended 31 March 2021
Interest bearing liabilities
- Bank term loans 8.0% 30,417,355 91,252,065 331,548,330 453,217,750
- Finance leases 13.0% 77,240 231,721 822767 1,131,728
- Inventory loan 8.0% . 704,561,295 - 704 561,295
- Bank overdraft 8-13% = 109,240,659 " 109,240,659
Non-interest bearing liabilities
- Trade and other payables il 766,907,650 . 19,278,278 786,185,928

797,402,245 905,285,740 351,649,375 2,054,337,360
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23.

24,

25,

26,

Capital management
The company's objectives when managing capital are:

- to provide an adequate return to shareholders by pricing products commensurately with the
level of risk;

- to safeguard the entity's ability to continue as a going concern, so that it can continue to
provide returns for shareholders and benefits for other stakeholders,

= to maintain a strong asset base to support the development of business; and

- to maintain an optimal capital structure to reduce the cost of capital,

The company sets the amount of capital in proportion to risk. The company manages the capital
structure and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. Capital comprises all componants of equity.

2022 2021
The debt-to-capital ratios at 31 March 2022 and 2021 were as Shs Shs
follows:
Total borrowings (Note 3) 1,257,082 568  1,268,151,432
Less cash and cash equivalents (Note 16) (2,191,657) (1,702,722)
Net debt 1,254,890,911  1,266,448,710
Total equity 1,104,686,408  1,115,360,924
Gearing ratio 113.61% 113.55%

The gearing ration remained relatively stable.

Contingent liabilities

The company has given guarantees amounting to USD 897,442 and Shs, 3,351,881 (2021: USD
315,432) in respect of third parties in the ordinary course of business from which no material
loss is anticipated,

Incorporation

Univarsal Corporation Limited is incorporated in Kenya under the Kenyan Companias Act as a
private limited liability company and is domiciled in Kenya,

Presentation currency

The financial statements are presented in Kenya Shillings (Shs).
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2022 2021

y COST OF SALES Shs Shs
Cost of raw and packing materials consumed (1.1) 1,770,692,143  1,634,861,040
Production costs (1.2) 376,744,751 380,613,501
Total cost of sales 2,147 336,894 _3_@15.5?4.541

(1.2) COST OF RAW AND PACKING MATERIALS CONSUMED
Cost of goods sold 1,392,436,689  1,331,265813
Packaging materials consumed 292,388,742 231,652,439
Freight charges 85,766,712 72,142,788

11776.592.143 1!6341961IU40

(1.2) PRODUCTION COSTS

Freight and forwarding - outwards 10,934,783 21,661,065
Salaries and wages 245,104,269 236,467,126
Lab consumables 7,453,985 17,101,861
Electricity and water 39,208,240 36,429,883
KBS lavy . 400,000
Fual and gas 37,243,704 22,850,358
Repairs and maintenance 8,423,305 10,174,447
General expenses 28,376,465 35,628,750
Total production costs 376,744,751 380,61 3,501
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2022 2021
1. DEPRECIATION ON PROPERTY, PLANT AND EQUIPMENT Shs Shs
Depreciation on property, plant and equipment 86,543,102 91,265,988
ADMINISTRATIVE EXPENSES
Employment:
Salaries and wages 61,047,339 64,087,345
Staff medical expenses 5,505,168 3,778,036
Staff welfare expenses 11,642,162 10,591,049
Work permit 967,495 2,523,232
Total employment costs 79,162,164 80,979,662
Other administrative expenses:
Directors' remuneration 39,300,000 69,505,629
Travelling and entertainment 11,058,535 9,353,186
Postages and telephones 4,229,234 3,985,794
Printing and stationery 5,447,605 6,119,472
Advertising 8,918,661 10,831,425
Vehicle running expenses 1,274,083 2,957,714
Audit fees;
- ourrent year 2,000,000 2,000,000
= {aver) provision in prior year (67,500) (267,500)
Legal and professional fees 40,117,198 20,221,414
Bank charges 16,767,857 7,862,991
Pravision for bad debts 5,647,010 6,497,857
Donations 175,000 86,000
Subscriptions 584,640 717,739
Miscellaneous expenses 21,478,966 23,472,312
Foreign exchange loss:
realised exchange loss/(gain) 20,113,851 (2,475,433)

- unrealised exchange loss 2,547,217 (4,343,655)
Total other administrative expenses 179,592,337 156,634,945
Total administrative expenses 258,754,501 237,614,607
OTHER OPERATING EXPENSES
Establishment:
Security 2,454,980 2,364,126
Repairs and maintenance 15,441,240 28 857,211
Insurance 14,644,337 12,943,590
Licences 4,520,275 B89 317
Impairment of property, plant and equipment 8,429,003 -
Write off capital work in progress 3,469,004 9,075,349
(Gain) on disposal of property, plant and equipment . (48,710)
Amortisation of intangible assets 13,997,560 9,313,667
Depreciation on right of use assets 2,741,596 2,741,595
Total other operating expenses 55=597|995 66,136,045
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SCHEDULE OF OTHER EXPENDITURE (CONTINUED)
3. FINANCE COSTS

Interest expense:

- Bank overdraft interest

- Bank term loans interest

- Finance lease interest

- Interest operating lease
Foreign exchange loss:

= realised exchange loss/(gain)
- unrealised exchange loss

Total finance costs

a4

2022 2021
Shs Shs
5,694,036 4,728,391
91,716,438 08,409,288

17,614 155,528
418,514 649,273
13,036,235 (1,898,347)
22,712,844 47,157,791
133.595!681 ‘149!201.924



