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AGRICULTURAL FINANCE CORPORATION

THE CORPORATION
Agricultural Finance Corporation is a government owned statutory body
established under the Agricultural Finance Corporation Act Cap 323 of the
Laws of Kenya enacted in 1963 for the purposes of assisting the development
of Agriculture in the country and its registered offices are at:-

REGISTERED OFFICE
DEVELOPMENT HOUSE,
MOI AVENUE,
P.O. BOX 30367 - 00100 cPo,
NAROBI,
KENYA

BOARD OF DIRECTORS
The following are members of the Board who serued during the financial year.

Mr. Robeft James Kigunda
Mr.Omurembe Iyadi
Mr. George Omari Nyamweya
Mrs. Rael Magut
Mr. Dominic Kiruthi
Mr. Gerald Munene Mugo
Mr. Masudi Ali Mwakileo
Eng. Michael Felix Alwala
Permanent Secretary,
Ministry of Finance
Permanent Secretory,
Ministry of Agriculture
And Rural Development
Mrs. Gladys Nasieku Tarayia

BANKERS
NATIONAL BANK OF KENYA LIMITED,
Harambee avenue,
P.O. BOX 72866,
NAIROBI.

AUDIRORS
Controller & Auditor General,
Kenya National Audit Office,
P.O. Box 30084 - 00100 GPO,
NAIROBI.

- Chairman
- Managing Director. (Appointed 17. L2.2003)
- Managing Director (Replaced L7.L2.2003)
- Member
- Member
- Member
- Member
- Member

- Member

- Member
- Corporation Secretary.
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AGRICULTU RAL F INANCE CORPORATION

CHAIRMAN 'S STATEMENT ON 2003/ 2OO4 FINANCIAL YEAR

I om pleosed to present the Annuol Report ond the finonciol stotements for

the Corporotion for the yeor ended 30th June 2004. This wos o criticol yeor in

the history of the Corporotion in thot the new Government committed itself

in re-structuring the Corporotion in order to jump-stort lending octivities,

which hod stolled for mony yeors. ln executing thot commitment, the

Government pledged to inject on odditionol equity of Kshs.l.3 billion in five

yeors with tronches of Kshs.260 million onnuolly.

The Government's efforts to revive the economy through the Economic

Recovery Strotegy showed signs of success in the yeor. Gross Domestic

product grew from 2.8% in 2003 Io 4.3% in 2004. This economic growth wos

supported by improved performonce in the Agriculturol ond Tourism sectors,

while improved governonce in public sector normolized Government

relotions with development portners, resultlng in funding of vorious projects.

Corporolion's Performo nce

During the yeor under review the Corporotion recorded o loss of Kshs.1.643

million compored to o profit of Kshs.295 million the previous yeor. This wos

moinly ottributed to heovy provision for doubtful debts omounting to Kshs.l.3

billion on occount of loons to formers given prior to Jonuory 2003.

Loons disbursed to formers omounted to Kshs.660.8 million compored to

Kshs. 7.2 million in the prevlous yeor. This Increose in lending wos buoyed by

o receipt of the second tronche of Kshs. 260 million from the Government

ond the Joponese gront of Kshs.769 million.
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The Corporation disbursed loans amounting to Kshs. 1.0g4 bittion during the
year, from Kshs.660.8 mittion in the previous year. The increase in lending was
enhanced by the receipt of the third tranche of Kshs.260 mittion equity
injection from the Government.

Corporate strategic plan

I am detighted to report that the Corporation's Strategic ptan for the five year
period 2005 -2010 was finalized in the year. This witt provide a roadmap to the
Corporation and shatl provide the required strategies in achieving the strategic
objectives.

Corporate governance

The Corporation compties futty with att requirements of good Corporate
Governance. The Board and staff recognize their responsibitities of good

citizenship especia[[y with regard to sociat wetfare, environmentaI care,
economic vatue and principles of integrity.

The Board uphotds the Corporation's long-term vision, sets broad goats, ptans,

and organizationaI poticies and offers guidance on Strategic decisions.

Future prospects

With strategies in ptace, combined with the expected growth in the economy,
the Board is optimistic that the Corporation's financial, improvement witt be
sustained.

Tribute
Finatty, I wish to thank the Board then headed by my predecessor Mr. Robert
Kigunda for resuscitating the Corporation, the Management and Staff for their
hard work, dedication and toyatty. I atso thank our esteemed customers and

ment for their support.e

P

JAN
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Boord Committees

For effectiveness, the boord operoted through boord committees. These

committees were; Audit Committee, Finonce ond Credit Committee ond

the Stoff Estoblishment Committee.

Corporote Governonce Stolement

The Boord is committed to the Corporote Governonce proctices ond is

opplying high stondords of business integrity in oll its octivities.

The Fulure

During the yeor, the Boord initioted the process of preporing o five-yeor

strotegic plon for the period 2005 - 2OlO. This is to provide o roodmop for

the Boord ond Monogement in ochieving the Corporotion's strotegic

objectives.

Once the restructuring of the Corporotion is completed, I believe the

Corporotion sholl be the finonciol institution of choice for Agriculturol

Development in KenYo.

Appreciotion

Finolly on my own beholf ond thot of the entire Boord, I toke this opportunity

to57 thonk the Government for the finonciol support thot hos enobled the

Corporotion to restort operotions, the Ministry of Agriculture for policy

guidonce, the esteemed customers for believing in us ond monogement

ond stoff for their loyolty, dedicotion ond commitment.

God bless

P

c
KIN
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AGRICUTTUR AL FINANCEC PORATION

THE DIRECTORS RE PORT

ON

THE 2OO3 /2004 FINANCIAI STAT EMENTS

The Directors hove pleosure in presenting their report together with the oudite
finonciol stotements of the Agriculturol Finonce Corporotion for the ye(
ended 30th June 2004, which show the stote of offoirs of the Corporotion.

Directors

Ihe following ore members of ihe Boord who served during the finonciol yeor.

Mr. Robert Jomes Kigundo - Choirmon
Mr. omurembe tyodi - Monoging Director (Appointed 17.12.2003)
Mr. George Omori Nyomweyo- Monoging Director (Reploced I Z.l2.2OO3)
Mrs. Roel Mogut - Member
Mr. Dominic Kiruthi - Member
Mr. Gerold Munene Mugo - Member
Mr. Mosudi Ali Mwokileo - Member
Eng. Michoel Felix Alwolo - Member
Permonent Secretory,
Ministry of Finonce - Member
Permonent Secretory,
Ministry of Agriculture - Member
And Rurol Development
Mrs. Glodys Nosieku Toroyio - corporotion Secretory

Monoqement

During the yeor, Mr. Omurembe lyodi who is the Monoging Director wos
responsible to the Boord on the doy-to-doy monogement of tf," Corporotion
ond wos ossisted by the following senior members of stoff: -

Mrs. Glodys N. Toroyio
A/r. K.W.C. Tollom
Mr. Froncis K. Moritim
Mr. Richord K. Molel
Mr. Job Kemei
Mr. H. A. Shikokoti

- Deputy Monoging Directo r/Corporotion Secreton
- Humon Resources Monoger
- Ag. Finonciol Controller
- Ag. Technicol Services Co-ordinotor
- Ag. Chief Plonning Officer
- Chief lnternol Auditor
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Stoff Compliment

The Corporotion hod o stoff compliment of 553 members out of which 339

were deployed in the field offices ond224 of the Heod Office.

Bronch Network

During the yeor the Corporotion operoted o network of 3l bronches ond six

Regionol offices.

Operotions

Agriculturol Finonce Corporotion is o Government owned stotutory body

estoblished under the Agriculturol Finonce Corporotion Act (CAP 323 of the

Lows of Kenyo) enocted in 1963 for the purpose of focilitoting the

development of ogriculture in the Country through offordoble credit.

The Corporotion's lending octivities improved greotly in the yeor os compored

to the preceding periods. During the yeor o totol of Kshs.560.8 million wos lent

out to clients ,p from Kshs.7.2 million in the previous yeor. ln this regord, the

principol loon portfolio increosed by Kshs.575 million to Kshs.l.859 billion of 3Oth

June 2}O4from Kshs.l.284 billion of 3Oth June 2003. This increose wos focilitoted

by the receipt of Kshs.260 million ond Kshs.769 million Government equity ond

o gront from the Joponese Government respectively.

Similorly, the totol collections increosed during the yeor by 75% from Kshs.138.7

million to Kshs.242.9 million. This wos os o result of the monogement's

oggressive collection efforts through interest concession strotegy oimed ot

resolving the non-performing loon portfolio.

Results

Kshs.'000'
2004

Kshs.'000'
2003

Kshs.'000
lncreose/(Decreose)

Totol lncome 868,020 1 ,279,794 (411 ,77 4)

Totol nses 2,510,961 854,963 t, 655,998

Profit (Loss) before tox (1,642,941) 424,831 (1 ,244,224)

There wos o reduction in income from Kshs.l ,279.8 million in the yeor 2003 to

Kshs.868 million in 2004. This wos ottributed to on eorlier Government

opproved write off of non-performing loons

Kshs.855 million in 2003 to Kshs-2,5.l I million
provisions mode for non performing loons.

7
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The result of the obove scenorio impocted on the net income for the yeor 2OO4giving rlse to o loss of Kshs.1 ,642.9 million.

Operoting Expenses

operoting expenses increosed by Kshs.6o.8 million from Kshs.344.7 million inyeor 2003 to stond of Kshs.405.5 million in the yeor 2004. This increose of 17.6%
is os o result of the increosed cost of operotions upon commencement oflending octivities orising from both the Government of Kenyo equity injection
ond gronts.

Non-Performing Loons

The corporotion increosed the provisioning of bod ond doubtful debts duringthe yeor under review in line with the Centrol Bonk of Kenyo prudentiol
guidelines to finonciol institutions.

ln this regord the Corporotion provided for the non-performing portfolio
omounting to Kshs.2,l05.5 million os doubtful debts during the yeor up from
Kshs.Sl0.2 million the previous yeor, on increose of Kshs.t,Sp5.3 million which is
313% increose.

Future

The Boord ond Monogement ore committed to the finolizotion of restructuring
progrommes oimed of turn-oround for the Corporotion to ochieve long-term
finonciol sustoinobility.

o
MAN

E IYADI
GD R.

SEPTEMBER 2006
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AG CUL FINANCE CORPORATION

FIN CIAL STAT AS AT 30 .TUNE 2OO4

STATEME OFD CTORS RESPO NSIBILITIES

The Agricultural Finance corporation Act Cap 323 and the State corporations Act

Cap 446 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 Corporation as at the end

of the financial year and of the operating results of the Corporation for that year. It

also requires the directors to ensure that the Corporation keeps proper accounting

records, which disclose with reasonable accuracy at any time the financial position of

the Corporation. They are also responsible for safeguarding the assets of the

Corporation.

The directors accept responsibility for the annual financial statements, which have

been prepared using appropriate accounting policies supported by reasonable and

prudent judgments and estimates in conformity with International Financial Reporting

Standards and the manner required by the Agricultural Finance corporation Act Cap

323. The directors are of the opinion that the financial statements give a true and fair

view of the state of the financial affairs of the corporation and its operating results'

The directors further accept responsibility for the maintenance of accounting records'

which may be relied upon in the preparation of financial' statements, as well as

adequate systems of internal financial control'

Nothing has come to the attention of the directors to indicate that the corporation will

not remain a going concern for at least the next twelve months from the date of this

statement.

IYADI
A
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KENYA NATIONAL AUDIT OFFICE

I have audited the financial statements of Agricultural Finance Corporation
for the year ended 30 June 2OO4 in accoidance with the provisions of
Section 14 of the Public Audit Ad, 2003. I have obtained al! the
information and explanations which to the best of my knowledge and
belief were necessary for the purpose of the audii. The financial
statements are in agreement with the books of account.

ResPective ResPonsibilities of the Directors and the Controll".
and Auditor General

As set out in the statement of directors responsibilities, the directors are
responsible for the preparation of financial statements which give a true
and fair view of the Corporation's state of affairs and its operating results.
My responsibility is to express an independent opinion on the financial
statements based on my audit.

Basis of Opinion

The audit was conducted in accordance with the International Standards
on Auditing. Those standards require that the audit be planned and
performed with a view to obtaining reasonabte assurance that the
financial statements are free from material misstatement. An audit
includes an examination, on a test basis, of evidence supporting the
amounts and disclosures in the financial statements. It also includes an
assessment of the accounting policies used and significant estimates
made by the directors, as well as an evaluation of the overall presentation
of the financial statements. I believe my audit provides a reasonable
basis for my opinion.
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Comments

1. Consultancy Seruices

In October 2003, the former Managing Director without Board's approval

hired an ex-employee of the Corporation as a consultant to carry out a

recruitment exercise at a cost of Kshs. 1,546,000.00 to the Board. It is
not ctear how the consultant was identified and the fee determined

without competitive tendering. Although the Corporation has indicated

that it has requested the Office of the President to assist in the recovery

of Kshs. 1,546,000.00 from the former Managing Director, no evidence of

the request has been seen.

2. The overpayment of the Former chief Executive

The former Managing Director received a salary of Kshs' 1,t66,120 per

month instead of the approred gross of Kshs. 347,720.00 resulting to an

overpayment of Kshs. 3',273,600.00 during the year under audit review.

Although it has been indicated that the Corporation has written to the

office of the president to assist in the recovery of the amount, no

recovery has so far been made.

Opinion

Except for the matters discussed above, in my opinion, proper books- of

account have neen kept and the financial statements give a true and fair

view of the state of the financial affairs of the Corporation as at 30 June

2oo4 and of the loss and cash flows for the year then ended and comply

with the Agricuttural Finance corporation Act, (cap 323).

CONTROLLER AND AUDITOR GENERAL

01 September 2005

11
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AGRICULTURAL FINANCE CORPORATION
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3OTH JUNE 2OO4

NO'TES
INCOME:
INTEREST INCOME:
LARGE SCALE
SMALL SCALE
SEASONAL CROP

TOTAL INTER.EST INCOME
LESS:INTER.EST EXPENSE:
REDEEMABLE LOANS
REBATE INTEREST
ADB LOAN (PrcS)

3.3

4.3

5.3

2004
Kshs'000

554,593

69,573

30,329

36,147

423

4,792

69,041

l4,7gl
28,613
70,937

22,250
43

7,861

2003

Kshs'000

650,500

l5l,0l9
428,248

29,269

2.357
4,050

5,975
13,726

29,352
1,322

(3,537)

46

3,143

654,484 1,229,767

41,362 35,676

6t3,122 l,l 94,09l
NET INTEREST INCOME
OTHER INCOMES:
APP. LEGAL & INSP. FEES
TNTEREST ON SHORT TERM DEPOSITS
RENT INCOME
PROFIT ON SALE OF ASSETS
LANGATA INSTITUTE
INSURANCE COMMISSION
SLNDRIES

TOTAL OPERATING INCOME
OTHER EXPENSES:
BOARD MEMBERS' ALLOWANCES
STAFF COSTS
ADMINISTRATION
DEPRECIATION

PROFIT BEFORE PROV.D. DEBTS & TAX
DOUBTFUL DEBTS

PROFTT(LOSS)BEFORE TAXATTON
TAXATION

PROFIT AFTER TAXATION
TO REVOLVING FUND.

t7(a)
l7(b)

l7(c)

l8
19

l0

l2(b)

l5

l4

2,096
218,900

108,676

34,562

462,524

2,105,465

(1,642,941)

(1,642,941)

891

179,047

9s,683

33,408

935,089

510,2s8

424.8'31

r 2e,885

294,946
(t72)

2t3,536 50,027

826,658 1,244,t18

364,134 309,029

20

(1,642,941) 294,774TO GENERAL RESERVE
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AGRICULTURAL FINANCE CORPORATION
BALANCE SHEET AS AT 3OTH JUNE'2004

NOTES

2004

Kshs.'000

I13,193
4 524\

2003

Kshs.'000

869,706

87,595

r89,625
422.380

108.669

ASSETS:
Non current assets

Property and equiPment

Repossessed farm ProPerties

Deferred tax asset

Loan to fanners

Staff loans

Prov. For doubtful debts

Current assets

Cash and bank balances

Short term dePosits

Debtors

Consumable stores

Loan to farmers

Prov. For doubtful debs

850,739

105,249

189,625

811,702

108,853
102,697

2.060.012

739,530

120,888

I10,745

2,115

4,057,060
(2,916,674) 1.140.386

2,113,664

4,173,676

3,4t7,528
( l,437,e83)

l0
7

t2(a)
3.4,4.4 &5.4

8

9

2(a)
2(b)
2(c)
2(d)

3.5,4.5 &5.5
6

1,677.915

t o/}')I,U-:

260,336
tt2,t 12

1,827

l.q79 545

Total assets

CAPITAL AND LIABII,ITIES
Capital and reseryes
Grants

Govemment equitY caPital

General reserve

Revaluation reserve

Non current liabilities
Redeemable loans

Current liabilities
Trade creditors

Other creditors

13

1 1(a)

il(b)

16

2t
la(a)
l4(b)

899,77 |

1,907 ,766
337,8'79

l'75,363

2,355,642

4,033,617

t30,771

t,641,766
1,415,329

t75,363

3,369,229

568,497

5 3.366
42 525

95,891

.1,033,617

3,320,779

568,454

230,405

54,03 8

284,443

'fotal capital and liabilitiet nY

The accounts on pages 1 to 16 were approved by the Boaro of

Directors on28110/2005 and were signed on its behalf by:

V* \-

ROBERT UNDA

13
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AGRICULTURAL FINANCE CORPORATION
CASH FLOW STATEMENT
FOR YEAR ENDED 3OTH JUNE 2OO4

CASH FLOW FROM OPERATING ACTIVITIES:
Profit/(loss) before taxation
Adjustments for:
Depreciation

Loss on disposal ofassets

Profit on disposal of assets

Profit on disposal of rcposscsscd propertics

Prior ycar adjustmcnt

Due to Agency writtcn back

Loan write off
Interest convcrsion to cquity and rcservcs

I ncrease/(Dccrcasc) to c red itors from rescrvcs
(Incrcase)/Dccrcnsc to dcbtors from reserves
(Dccrcasc)/Increasc to reposscssed propcrtics
(Increasc)/Dccreasc in loans to farmcrs
(Dccrcasc)/Increescs in loans to staff
lncrcasc in consumablc stores

(Decrcesc)/Incrcascs in dcbtors

Incrcase in crcditors & LP Tractor deposits

lncrease in duc to Agcncy

NET CASH FROM OPERATING ACTII'ITIES

CASH FLOW FROVI INVESTING ACTIVITIES
Purchasc/ (Disposal)of fi xed asscts

Procceds from disposal of fixcd asscts

Procceds from disposal of F.P.LP

NET CASH FLOW FROM INVESTING ACTIVITIES

CASH FLOW FROM FINANCING ACTIVITIES
Govcrnmcnt equity rcccived

Govcrnment grant rcccived

NET CASHFLO1V FROM FINANCING ACTIVITIES

NET INCREASB IN CASH & CASH EQUIVALENTS
Cash and cash cquivalcnt I July 2003

Cnsh and cash cquivnlent 30 June 2004

2004
Kshs.'000

(1,642,941)

34,562
237

(70,500)
(67s)

565,491

(17,654)
449,E37

5,972

(288)

1,367

I88,552

(486,040)

(15,E32)

70,500

632

55,300

260,000

769,000

1,029,000

598,260

262,159

860,418

2003
Kshs.'000

424,931

33,409

(103,242)

(1, I e6)
(127)

5,945

479,141
(r,861,7s9)
2,361.352

(l0s)
35,033

(25,845)
1,302,1s6

6,127

177

(36,643)
(2,347,816)

(477,921)

( l ,203)
t,r96

127

120

260,000

260.000

I 56,878

105,280

262,t58
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AGRICULTURAL FINA}{CE CORPORATION
NOTES TO THE ACCOUNTS FOR TTIE YEAR ENDED 3OTH JUNE 2OO4

I.ACCOUNTING POLICIES:
(a)Accounting convention

The accounts ofthe Corporation are prepared under the historical cost

convention modified to include revaluation ofcertain assets'

(b)Depreciation
Fix"d ass.s are depreciated over their estimated useful lives using the straight line method

of depreciation. The following rates of depreciation have been tsed:

Freehotd land Nil

Leasehold premises and improvements rates are based on the unexpired lease term or 50 years whichever is less.

Motor vehicles 25%

Show stands l0%

Furnirure 12.5%

Finings 20%

Office equipment 20o/o

Office and Residential Buildings 2%

Computers 33 3%

(c)Interest
Interest receivable and payable is calculated and included on the accrual basis.

(d)Provision for doubtful debts

Specific provision is made in respect of loans whose recovery is considered doubtful.

2(a).CASH AND BANK BALANCE

Cunent Accounts

Branch Collection Accounts

Branch Imprest Accounts

2(b).sHoRT TERM DEPOSITS

Short Term DePosits

Interest Receivable on S.T Ds

These are funds held in Short Term Deposits at National Bank

of Kenya which mature on monthly basis The funds are for

operations and lending activities.

2(c).DEBTORS
Unallocated loan disbursements

Auction tbes & advert. charges

Development house rent accrued

Other rent receivable

Prepaid expenses

Employees other deductions

Due from Alico

Retired staff pension

Local authoritY service charge

Other accounts receivable

Recoverable fees and charges

Agrarian Building SocietY

Suspense

Funds at Trust Bank Ltd (under receivership)

Less:Accum.Prov. For D. Debts

BALANCE AT 3OTH JUNE'2004

2(d).COSUMABLE STORES
rir.s. ore stocks ofstores valued at cost at the end ofthe Financial year

735,03 I

1,352

3,147

2004

Kshs.'000

2003

Kshs.'000

(360)

365

1,817

t,822

260,000
336

260,336

(2)

45,528

41,342

928
t,566
3,787

7 ,716

35,528
1,146

33,946

r 06,990

._\!!.9t9:-)

_!2!2

2003
Kshs.'000

===t=:?=7=

739,530

120,750

138

120,88E

27

41,629

42,457

1,616

1,664

3,052

239

39,052

3,486

106,990

(I35,689)

I 10,745

2004
Kshs.'000

2,1 l5

162

Stationery & Office SuPPlies Stock

15



3. LARGE SCALE LOANS.

BALANCE AS AT IST JULY 2OO3

3.1 Not Yet Due: Principal

Interest
3.2 Arrears: Principal

Interest

Interest on arrears

Rehabilitation

3.3 ADD: TRANSACTIONS DURTNG THE YEAR
Advances

Interest earned

Repayments

Writeoff
Net Transfers to farm properties

BALANCE AS AT 3OTH JUNE 2OO4

ANALYSIS OF BALANCES AS AT 3OTH JLTNE 2OO4

3.4 Not Yet Due: Principal

Interest
3.5 Arrears: Principal

Interest

Interest on arrears

Rehabilitation

BALANCE AS AT 3OTH JUNE 2OO4

3.6 PROVISION FOR DOUBTFUL DEBTS:
Balance as at lst July 2003
Adjustment for finalised cases

Charge for the year

Bad debts

BALANCE AS AT 3OTH JUNE 2OO4

3.7 LOANS OPENED BUT NOT DISBURSED
Balance as at lst July 2003
Opened during the year
Drawings

2004
Kshs.'000

478,077

-10,360

477,135
638,053

l,l 19,690

110

2,752,415

102,39 t
554,583

(184,262)

(43,610)

129,092

3, 181,507

500,899

39,025
523,524
671,856

I,{46,093
lr0

3, I 8 1,507

1,01 0,3,12

(357,890)

1,262,570

1,915,022

8,296
122,395

(102,381)

Kshs

5q5'
;')'.

560,t

682,i
l,2l0,t

I

3.r0r,6

5,7

650,4
(98,5

(850,3

(56,6

(319,2

2,752,4

478,o',

40,3(

477.1'_

638,0:

r ,l r 8,6t

ll

2

2,752,41

I,079,81

243,47
(3t2,94

1,010.34

t0,

13.97t

(s,78(

BALANCE AS AT 3OTH JUNE 2OO4

16
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4 SMALL SCALE LOANS

BALANCE AS AT IST JULY 2OO3

4.1 Not Yet Due: PrinciPal

Interest

4.2 Arrears: PrinciPal

Interest

Interest on alTears

ICA loans

North Tetu & Vihiga

4.3 ADD:TRANSACTIONS DURING THE YEAR

Advances

Interest earned

Repayments

Transfers & Writeoff

BALANCE AS AT 3OTH JUNE 2OO4

ANALYSIS OF BALANCES AS AT 3OTH JUNE 2OO4

4..1 Not Yet Due: PrinciPal

Interest

4.5 Arrears: PrinciPal

Interest

lnterest on arrears

ICA loans

North Tetu & Vihiga

BALANCE AS AT 3OTH JUNE 2OO4

4.6 PROVTSION FOR DOUBTFUL DEBTS:

Balance as at lst JulY 2003

Charge for the Year

Adjtrstment for finalised cases

Bad debts

BALANCE AS AT 3OTH JUNE 2OO4

.I.7 LOANS OPENED BUT NOT DISBURSED

Balance as -' lst JulY 2003

Opened during the Year

Drawings

BALANCE AS AT 3OTH JUNE 2OO4

200{
Kshs'000

1003

Kshs'000

262,182

295,739

69,573

(2{,898)

112,636

21,363
l,-164

73,800

18,947

142,418
213
9l'7

300,433

13,558

80,846

20,931

t 85,654
25r
917

44.888

2,384
t5_s,408
.r3,453

465.373
213

9t7

602,396

I 8{,872
175,859

(160,840)

199,891

24,363
1,464

73,800

18,9.17

t12,178
213

917

262.182

267.800
t'7.381

( r60,309)

t84,572

764

_19,068

( r,421)

38,41 I

1,421

l5 t,019
(27,32s)

(575.569)

3{0.-ll4 (450.454)

602,596 262.182

38,41I
321,474

(295,739',)

64,096
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5. SEASONALCROPLOANS.

Balance as at lst July 2003

5.1 Not Yet Due: principal

Interest
5.2 Arrears: principal

Interest

Interest on arrears

5.3 ADD: TRANSACTIONS DURING THE YEAR
Advances

Interest earned

Repayments

Transfers & Writeoff

BALA.NCE AS AT 3OTH JUNE 2OO4

ANALYSIS OF BALANCES AS AT 3OTH JUNE 2OO4
5.4 Not Yet Due: principal

Interest
5.5 Anears; principal

Interest

Interest on ,urears

BALANCE AS AT 3OTH JIJNE 2OO4

5.6 PROVISION FOR DOUBTFUL DEBTS:
Balance as at Ist July 2003
Adjustment for finalised cases
Charge for the year
Bad debts

BALANCE AS AT 3OTH JUNE 2OO4

5.7 LOANS OPENED BUT NOT DISBURSED
Balance as at lst luly 2003
Opened during the year
Drawings

2004
Kshs'000

2003
.1:::

230,397

13,s48

581,367

825,312

262,715
30,329

(33,696)

259,347

1,094,659

262,519
3,944

190,487

13,621

614,lgg

1,094,659

428,248

(12,823)
(r,s58, t24)

(t,142,6e9)

825,312

449,313

32,064
1,486,634

1,968,01 I

230,397

13,548

581,367

82s,312

730,627

162,377

(6s0,23s)

242,769

242,769
(83,510)

642,502

801,761

(10)

382,709
(262,715)

34

(44)

( l0)
BALANCE AS AT 3OTH JUNE 2OO4 ID,g84

Notc that thc Loans to Farmcrs figurc ofShs4,057,060,000 under Currcnt Assets includcs an amount of
Shs J08,575,000 being thc instalments failing due within thc next r2 months.
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6. PROVISION FOR BAD AITD DOUBTFTIL DEBTS:

The provision for bad and doubtful loans to farmers is arrived at by

iaeniirying specific bad and doubtful debts on various classes of loans'

The provision is as follows:

LOANS:

LARGE SCALE LOANS (3.6)

SMALL SCALE LOANS (4.6)

SEASONAL CROP LOANS (5.6)

2004

Kshs'000

1,915,022
199,891

801,761

2,916,674

2003
Kshs'000

1,010,342

184,872

242,769

1,437,983

7. REPOSSESSED FARM PROPERTIES:

These are revalued at the total ofthe principal and interest due at the date of

foreclosure less subsequent recoveries.The amount outstanding as at 30thJune,2004 was

Kshs 210,463 ,2g7 .OO However, the corporation has been unable to realise these properties

and is of the opinion that if a forced sale could be effected, material losses would

arise. In view ofthis, a 50% provision has been made against these balances leaving

a net figure of Kshsl05,2 49,434.00 The corporation is of the opinion that the provision

is sufficient to cover any possible losses that may arise when such properties are

eventually sold.
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8. LOANS TO STAFF

BAL.AS AT OI.O7.O3

Principal
Interest

TRANSACTIONS IN THE YEAR:
Advances

Interest eamed

Repayments

Adjustment

Balance as at 30.06.2004

ANALYSIS OF BALANCES

Principal
Interest

103,816 7,292 2,094 ll3,lg2

HOUSE
LOANS

Kshs'000

CAR
LOANS

Kshs'000

PERSONAL
ADVAI'iCES

Kshs'000

TOTALS

Kshs'000

(6,454) 1,083

97,362 E,365

(4,339)

3,126 10E,953

79,007

24,809

3,837
g,3gg

(l 8,348)
(33 l)

63,554

33,808

4,104
3,t78

1,703

830
(1,446)

(4)

356

1,738

2,542

394
(2,05s)

l5l

1,032

995
2,131

83,467

29,725

8,082

9,612
(21,849)

(184)

68,907

39,946

4,358

4,007

Balance as at 30.06.2004 97,362 9,365

9.PROVISION FOR DOUBTFUL DEBTS.STAFF LOANS:
This relates to specific amounts owed by ex-staffwhose recovery is deemed doubtful
The balance in the accounts is arrived at as shown below:

2004 2003
Kshs. '000 Kshs.'000

Balance as at 01.07.03 4,524 3,069
Charge for the year:

House loans 906 0
Car loans 437 907
Personal advances 289 548

Balance as at 30.06.04 6,156 4,524

3,126 l0g,g53
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IO. PROPERTY AND EQUIPMENT

LAIID
Kshs'000

BUILDINGS
Kshs'000

1,027,371
38

MOTOR
VEHICLES

Kshs'000

FURNITURE
& EQUTPMENT

Kshs'000

COMPUTERS
Kshs'000

TOTALS

Kshs.'000

1,278,191
15,832

COSTS:
BAL.01.07.03
ADDITTONS
RXVALUATION
DISPOSALS
TRANSFERS

BAL.30.06.2004

DEPRECIATION:
BAL.01.07.03
ADJUSTMENT

CHARGE FOR YR.
DISPOSALS

BAL.30.06.2004

NET BOOK VAL.
BAL.30.06.2004

BAL.30.06.2003

9,350

(66s)

l8

9,368 1,0261744 53,673

182,515 44,313

20,176
(410)

2,340

202,281 46,653

9,368 824,463 7,020

44,313

9,360

t72,707
1,54s

174,252

157,286

10,385

167,671

6,581

15,421

24,450
4,889

(66s)
l8

29,339 1,293,376

24,371 408,485

l,661 34,562
(410)

26,032 442,637

3,307 850,739

9,350 944,856 79 869,706

The movement of Kshs. 665,000 on butdings was occasioned by Kimilili office which was condemned by the Government and

demolished. posting of Kshs. 18,000 on land was a recognition of the cost of land on which the building stood'
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l1(a).TRADE CREDITORS

Borrowers' Credit Balances
Unprocessed Loan Receipts
Interest accrued on redeemable loans
Due to Agency
Due to Marketing Bodies
Loan drafts outstanding

BALANCE AT 3OTH JUNE 2OO4

ll(b).oTHER CREDTTORS
Sundry creditors general
Insurance receipts

Stale cheques

Extemal audit fee accrued
Gratuity

BALANCE AT 3OTH JUNE 2OO4

l2(a).DEFERR-ED TAX:
The net deferred tax asset is arrived at as follows:
Balance B/F as at 01.07.03
Further charges for prior years
Tax charge for the year

Balance C/F

r2(b).TAXATTON:

Balance as at lst luly 2003
Tax charge for year
Transfer to Deferred Tax

BALANCE AT 3OTH JLTNE 2OO4

I3.REDEEMABLE LOANS:

The redeemable loans outstanding as at 3oth June2004 were as follows:

KFW SMALL SCALE
IDA I05
tDA 344

IDA I I43 KE
IBRD I995 KE
AFC CREDIT4
A D B (Prcs)

2004
Kshs'000

74,979
1,646

40,790

232

9,229
103,54 I

230,405

32,033
1,335

87
3,705

16,879

54,039

2003

Kshs'000

42.252

500

9,228
r,386

53,366

19,864

3,883

198

2,805

ls,775

42,525

Kshs'000
199,625

189,625

Kshs'000

319,5r5
(129,890)

189,62s

Kshs'000

70,925

I 29,885

(200,810)

2003

Kshs'000

6,202

7.721

24,299
9,841

258,036
182,748

79,650

568,497

Kshs'000

2004
Kshs'000

6,1 59

7,721
24,299

9,841
258,036

182,749

79,650

568,454
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14(a).GENERAL RJSERVE

Balance as at lst July 2003

Defened tax Adjustnent
Prioryear adjustment

Restructuring adjustment

Profit(Loss) after taxation forthe year

Transfer to revolving fund

Rounding offadjustnent

Balance as at 30th June 2004

r 4(b).REVALUATION RESERVE

Property and Equipment are stated at cost or as revalued from time

to time less accumulated depreciation. The corporation's poliry is
to revalue property once every five years.

Increases in the carrying arnount arising on revaluation are credited

to a revaluation reserve. Decreases that offset previous increases

of the same asset are charged against the revaluation ieserve.

All other decreases are charged to the Income Statement.

However, there was no revaluation during the Financial Year.

I5.REVOLVING FTJND

Balance as at lst July 2003

Transfer from General reserve

Transfer to General reserye

Balance as at 30th June 2004

The transfer to the revolving fund represents 2Yo on interest eamed on

scheme 06 as per section 2.08 of the agreement between the Govemrnent

of Kenya and the Corporation.The scheme was written offin 2003 accounts.

2004
Kshs'000

1,415,329

2003
Kshs'000

565,491

(791,288)

374,496
5,945

1,531,404

294,946(t,642,941)

337,879 1,415,503
(172)

(2)

337,879 1,415,329

2004
Kshs'000

2003
Kshs'000

1,797

t72
(1,969)
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I6.GRANTS

DETAILS
Development

Rehabilitation
ICA
Special Emergency Fund
Ministry of Finance
tDA t05t344
IDA 692

Vihiga
North Tetu
IADP
Narok Agricultural Dev. project

World Bank Credit 4
IDA II43 KE
IDA 1995 KE
Japanese Grant Scc Scheme 422004

\7.OTHER INTEREST INCOME

Short Term Deposits

StaffLoans

Bank Balances

2004
Kshs'000

20,611
1E,752

2,500

3,470
40,000

2,169
3,335

700
149

278
760

21,925
14,529

1,594
769,000

2003
Kshs'000

20,611
18,752

2,500
3,470

40,000

2,169
3,335

700
149

278

760
21,925
14,529

1,594

899,771

2004
Kshs'000

2,276

9,613

2,902

14,7gt

130,77r

2003
Kshs'000

5,148

8,578

13,726
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I8. STAFF COSTS

Salaries

House Allowance
Transport Allowance
IJardship allowance

Outpatient medical expenses

lnpatient medical expenses

Pension and Insurance

Leave Allowance

Gratuity
Training expenses

Other emoluments

Meritorious Awards

I 9.ADM INISTRATION EXPENSES:

Conferences

Travel & Hotel expenses

General office exp. & securitY

Audit fees & Expenses

Legal fees

Telephone & telex

Office rentals

Water

Electricity & Gas

Publicity & show expenses

Stamps & postages

Printing & stationery

EDP stationery & operation expenses

Donations

Corporate responsibilitY

Subscriptions & periodicals

Maintenance of Buildings

Maintenance of Furniture & equipment

Maintenance of other assets

Vehicle fuel & oil
Vehicle maintenance exPenses

Professional consultants

Bank charges

Taxes & Licences

Land rent & rates

Insurance of corPoration assets

Welfare
Other Miscellaneous exPenses

2004
Kshs'000

120,011

12,512

3,164
130

4,637

1,607

33,496
1,036

2,990
1,528

7,689

218,800

2004

Kshs'000

358

15,918

16,327

900

5,966

5,104

17,222

678

2,144
5,434
1,957

5,994
575

180

45

1,094
1,353

1,390

175

8,295

7,181
1,664
2,126
1,022
1,518

2,671
1,316

69

108,676

2003

I(shs'000

108,204

17,513

r68
10,456

771

28,374

1,172

6,s98

1,580

3,320
891

179,047

2003

Kshs'000

r0l
7,252

12,279

540
(127)

2,775

19,820

s63

5,1 l6
2,789
1,823

4,326

876

330

8r8
845

1,314

718

5,834

17,423
900

2,142
t,017
1,347

4,104
467

291

95,683
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2O.DOUBTFUL DEBTS CHARGES FOR THE YEAR:

Large scale loans
Scheme

Small scale loans:

Seasonal crop loans

REPOSSES SED FARM PROPERTIES
SMALL DEBITS WRITE-OFF

NET LOANS TO FARMERS

SUNDRY DEBTORS:
TRUST BANK LIMITED
EX-STAFF LOANS
DEVELOPMENT HOUSE

I

2

3&7
5

3l
45

98..99

2004
Kshs'000

70,222

631,320

10,336

9,930

540,762

1,262,570

6s6

21,479

3,162

64t
36,380

20,495

l5
93,04I

2003

Kshs'000

27,428
6l,g3g

430

43,799

109,977

243,473

2

4

6

8

9

0..1

t4
t6
30

99

70

5,477

63,024

l14
1,096

26
)1
29

32

33

34

35..4t

175.859

72,972
1,346

l5
5,651

6,500

556.078

642.s02
2,090,93I

18,500

1.129

19,629

2,100,560

1,632

3,273

4,905

37,596
66,969

I 6,885

5,776

4,t74
2,397

28.586

162-376

483,230

7,610

77.381

25,809

25,8t6

509,046

(4,529)

1,455

4,286

t,212

26

2,105,465 510,259



21. GOVERTIMENT EQUITY

The Financial Restructuring of the corporation was approved by the National Assembly vide

certificate of sessional paper No. I of 2003 dated 6th November, 2002'To this effect the

Government wilt inject aJditional equity to the Corporation amounting to Kshs' l'302 billion in

the next five years. The second tranche of Kshs. 260.4 million was received during the financial

year 2003/2004.

22. CONTINGENT LIABILITIES

There are no contingent liabilities.

23. DIRECTORS
The directors who served during the year to the date of this report were:-

Mr. Robert James Kigunda

Mr. Omurembe lYadi
Mrs. Rael Magut
Mr. Dominic Kiruthi
Mr. Gerald Munene Mugo

Mr. Masudi Ali Mwakileo
Eng. Michael Felix Alwala

Permanent SecretarY

Permanent SecretarY

Chairman
Managing Director
Member
Member
Member
Member
Member
Ministry of Finance

Ministry of Agriculture
and Rural DeveloPment
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