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AGRICUI,;TURAL FINANCE CORPORATION

OUR CORPORATE VISION

To be the financial institution of choice for agricultural development in
Kenya

OAR CORPORATE MISSION

Tb provide customerfocusedfinancial servicesfor the development of the
agricultural sector in Kenya

OUR CORE VALUES

Customer focus
Consultative I eadership

Trust and honesty

Integrity andfairness
Cultivating' long term relationships
Social responsibility

Our business is the farmeFs' development
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AGRICU LTURAL FINANCE CORPORATIO!

CHAIRMAN'S STATEMENT ON 2006/2007 FINANCIAL YEAR

Introduction

I have great pleasure to present the annual report and financial statements for the Agricultural

Finance Corporation for the financial year ended 30'n June, 2OO7 .This is the fourth year since

the Corporation commenced implementation of restructuring and recovery measures

approved by the Government through Sessional Paper No. I of 2002. It is also the second year

of the implementation of the C orporatio n' s 200 5 I 20 1 0 strategic plan.

Business Environment Overview

During the year under review, the Government through the Strategy for Revitalizing

Agriculture continued to address critical factors constraining the growth of agriculture as a key

economy driver. The Gross Domestic Product grew by 7.Io/o in 2007 compared to 6.40/o in

2006. The agricultural sector realized a slow growth of 2.3Yo in 2007 compared to 4.4o/o in

2006. This was mainly due to the delay in the long rains and low volume of short rains which

greatly affected the production of maize andbeans. However, there were notable growths in

horticultural, coffee and dairy sub-sectors. The general economy experienced low inflationary

rate which was mainly attributed to reduction in food prices, appreciation of the Kenyan

shilling and a sound monetary policy framework. Farmers were able to access affordable credit

from the Corporation and other financial institutions to purchase farm inputs and finance

capital investment.
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AGRICULTURAL FINANCE CORPORATION

Financial Results

The Corporation recorded a gross turnover of Shs.670 million compared to Kshs.602.6 million

the previous year which resulted in growth of ll%. Further, it recorded a pre-tax profit of

Kshs. 57.1 million compared to Kshs.42.6 million in the previous year giving an increase of

34%.

Indeed this is a commendable performance guided by the strategic plan.

Corporate Social Responsibility

The Corporation is committed to being a responsible corporate citizen in Kenya's business

landscape. Towards this end, the Corporation has been involved in a number of Corporate

Social Responsibility activities. These include: -

the street children.

Through the above, the Corporation improved the social-economic status ofthe less fortunate

members ofoursociety.

TheBoard ofDirectors

The Board provides overall strategic direction and reviews performance while the Managing

Director is responsible for the day-to-day running of the Corporation. There are four

committees ofthe Board.
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AGRICULTURAL trINANCE CORPIORATI(

Board Committees

The committees ofthe Board were as follows: -

AuditCommittee

E BensonlrunguWairegi

0 Lucy Kitundu

0 Omurembelyadi

Credit & Risk Committee

0 Masudi Mwakileo

0 Lucy Kitundu

0 Mary Kamau

D Omurembelyadi

I S. Mutwiri Ikiao

Chairman

Chairman

Finance & Business Development Committee

0 S. Mutwiri Ikiao - Chairman

0 Masudi Mwakileo

0 Lucy Kitundu

0 Mary Kamau

0 Omurembelyadi

Human Resources Com mittee

0 RaelMagut

0 JohnKipkoechChebii

0 Mary Kamau

0 Omurembelyadi

Chairlady
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AGRICUUTURAL FINANCE CORPORATION

Corporate Goverpance Statement

The Board is committed to best practice in Corporate Governance in steering the business to

greater heights ofprosperity. Towards this end, the Board holds meetings regularly. The Board

is accountable to the Government for ensuring that the Corporation complies with the law and

the highest standards of corporate governance and business ethics.

TheFuture

The corporate strategic plan for the period 2005-2010 provides a roadmap to achieving the

sfategic objectives that has turned around the Corporation's performance. Agriculture

remains the backbone of the Country's economy. The achievement of the strategic objectives

will complement Government efforts to realize the agricultural sector objectives outlined in

Vision 2030.

The Corporation is working toward building a long term financial sustainability to effectively

deliver on its mandate and achieve its vision ofbecoming the financial institution ofchoice for

agricultllr4l development in Kenya. The Development Finance Institutions Strategy will':'
provide a roadmap in reforming the Corporation once it has been approved by the

Government. It will provide a paradigm shift in the management and governance of the

Corporation.
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AGRICUI.]TURAL FINANCE CORPORATIOI\

Appreciation

On behalf of the Board of Directors, I would like to take this opportunity to thank the

Government for both financial and technical support to the Corporation, the Minis@ ol

Agriculture for policy guidance, the esteemed customers for believing in us and the

management and stafffor their loyalty, dedication and commitment.

ORI

MAY,2009
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AGRICULTURAL FINANCE CORPORATION

THE DIRECTORS' REPORT

ON

THE 200612007 FINANCIAL STATEMENTS

The Directors have the pleasure to present the annual report and the audited financial

statements oftheAgricultural Finance Corporation for the year ended 30th June, 2OO7 .

Management

The Managing Director, Mr Omurembe Iyadi, was responsible to the Board on the day-to-day

management ofthe Corporation. The following seniormembers ofstaffassisted him: -

Mrs. Gladys N. Tarayia

Miss. Wangui Mwaniki

IvIr. K.W.C. Tallam

Mr. Francis K. Maritim

Mr. Richard K. Malel

Mr. Job K. Kemei

Mr. Henry A. Shikokoti

Deputy Managing Director

Corporation Secretary

Human Resources Manager

Ag. Financial Controller

Technical Services Coordinator

Chief Planning Oflicer

Chief Internal Auditor

The management team with its focus on implementing key strategic objectives for growth was

able to achieve improved results in major areas ofthe business.
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AGRICULTURAL FINANCE CORPORATIOI\

Staffcompliment

During the year the Corporation completed the staff rationalization through which the

Corporation affained a staffcompliment of 433 members out of which267 were deployed in

the field offices and 166 to the Head Office.

Branch network

The Corporation operated a network ofthirty three (33) branches and five (5) regional offices,

distributed across the country. They are to facilitate effective discharging of the Corporations

mandate of financing agricultural activities.

Operations

The Corporation received loanable funds amounting to Kshs. 610 million during the period. Of

this, Kshs. 300 million was from Kenya Sugar Board for sugar development, Kshs. 50 million

was from Coffee Development Fund for the coffee sector, while Kshs. 260 million was the fifth

and final tranche ofthe total equity capital of Kshs I .3 billion that the Government had pledged

to inject into the Corporation. These funds went a long way to improve the institutions capital

base and for lending to customers. Loans disbursed during the year amounted to Kshs .1.8

billion an amount that was similar to the amount disbursed in the previous year. The total good

loan portfolio increased from Kshs. 2.5 I billion the previous year to Kshs. 3.29 billion during

theyear.

l0



AGRICUAU RAL FINANCE CORPORATION

LoanrepaymentsincreasedfromKshs.l,04l millionthepreviousyeartoKshs.l,T4Smillion.

The improvement in loan repayments was mainly attributed to aggressive and well thought out

collection strategies employed by the management which ensured that loans processed were

collected on due dates.

As a result of prudent management, the Corporation returned a pre-tax profit of Kshs. 57.1

million up from Kshs 42.6 million the previous year.

TheFuture

The Corporation adopted a five year strategic plan in 2005.The plan provides a roadmap to turn

around the Corporation's performance. The Board of Directors and the Management will
review the strategic plan in due course to align it with the Government's Vision 2030 and

ensure that the Corporation plays a major role in the socio-economic development of the

country.

Results
2007

Kshs.'000
2006

Kshs.'000
Increase

Kshs.'000

Total income 669,631 602,635 66,996

Total Expenditure 612,557 560,052 52,505

Pre-tax profit 57,074 42,583 1 4,49 I

Provision for tax 27,118 22,509 4,610

Profit after tax 29,956 20.07s 9,881
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AGRICULTURAL FINANCE CORPORATI(

On behalf of the management team, I wish to thank the board for its untiring guidance ar

direction. I also wish to express my appreciation to the entire stafffor their dedication and or

loyal farmers for picking Agricultural Finance Corporation as the financial institution r

choice.

Thankyou.

o IYADI

March 2009
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AGRICUI,JTURAL FINANCE CORPORATION

FINAI\ICIAL STATEMENTS AS AT 30 JUNE 2OO7

STATEMENT OF DIRECTORS' RESPONSIBILITIES

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 ofthe state of affairs of the Corporation as at the end of the financial year and of

the operating results ofthe Corporation for that year. It also requires the directors to ensure the

Corporation keeps proper accounting records, which disclose with reasonable accuracy at any

time the financial position ofthe 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 judgment

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

opinionthatthe financial statements give atrue and fairview ofthe state ofthe financial affairs

ofthe 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 ofinternal 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 ofthis statement.

J

KINYORI
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Telephone: +254 -20-3 42330

Fax: +254-20-311482

E-mail: cag@kenyaweb.com

REPUBLIC OF KENYA

AGRICULTURAL FINANCE CORPORATI(

P.O. Box 30084-00100
NAIROBI

KENYA NATIONAL AUDIT OFFICE

REPORT OF' THE CONTROLLER AIYD AUDITOR GENERAL ON THE FINAI\CIAL STATEMEN

OFAGRICULTT'RAL FINANCE CORPORATION FOR THE YEAR ENDED 30 JUNE 2OO7

I have audited the financial statements ofAgricultural Finance Corporation for the year ended 30 Jgn

2007 set out on pages 3 to 16 which comprise the balance sheet as at 30 June z}O7,the incom

statement, statement of changes in equity and cash flow statement for the year then ended, togetht

with a sunmary of significant accounting policies and other explanatory notes in accordance with th

provisions of Section 14 of the Public Audit Act, 2003. I have obtained all the information an

explanations which, to the best of my knowledge and belief, were necessary for the purpose of th

audit.

Directors' Responsibility for the Financial Statements

The directors are responsible for the preparation of financial statements which give a true and fair vier

of the Corporation's state of affairs and its operating results in accordance with the Internationa

Financial Reponing Standards. This responsibility includes: designing, implementing orlr

maintaining internal controls relevant to the preparation and fair presentation of financial statement

that are free from material misstatement, whether due to fraud or error; selecting and applyinl

appropriate accounting policies; and making accounting estimates that are reasonable in th
crcumstances

Responsibility of the Controller and Auditor General

My responsibility is to express an independent opinion on the financial statements based on the audil

The audit was conducted in accordance with the international Standards onAuditing. Those standard

require compliance with ethical requirements and that the audit be planned and performed with a viev

to obtaining reasonable assurance that the financial statements are free from material misstatement.

l4



AGRICULTURAL FINANCE CORPORATION

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements. The procedures selected depend on the auditor's judgement, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. [n making those risk assessments, the auditor considers internal controls relevant to the entity's

preparation and fair presentation ofthe financial statements in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the Corporation's intemal controls. An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of accounting estimates made by directors, as well as

evaluating the overall presentation of the financial statements. I believe the audit provides a

reasonable basis formy opinion.

Opinion

In my opinion, proper books of account have been kept and the accompanying financial statements

give a true and fair view of the state ofthe financial affairs ofthe Corporation as at 30 June 2007 and of

its profit and cash flows for the year then ended in accordance with the International Financial

Reporting Standards and comply with theAgricultural Finance CorporationAct (Cap 323 ofthe Laws

ofKenya).

P. N. KOMORA, C.B.S.

CONTROLLER AI\D AUDITOR GENERAL

Nairobi

05 March 2008
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AGRICULTURAL FINANCE CORPORATION

BALANCE SHEET AS AT 30 JUNE 2OO7

2007

NOTES Kshs.'000ASSETS:

Non current assets

I)ropcrtv and cquiprncnt

Ilcposscsscd lhrnr propcrtres

[)cl'crrcd ta\ ilssct

l.oans to larnrcrs

I)ror'. lbr cloubtlirl clchts

l-oans to stalT

Pror'. lor rloLrblf ul dcbts

Current assets

Cash ancl hank balanccs

Short tcrnr dcposrts

I{cccrr ablcs arrtl prcpal rncnts

('ottsurttablc storcs

Totl I nssets

EQUITY AND LIABILITIES

Equity and reserves

Crants

Covernment equitY caprtal

Gcneral rcscrvc

[{cvaluation rcscrve

Non current liabilities

Rcclccmablc loans

Current liabilities

I)ar ablcs

Olhcr pa'r'ablcs and accruals

'l'otal capitnl and linbilities

PA YORI

CHAI A

8

7

l0

J

6(a)

.t

6(b)

t09.127

(3.r.65 r) 7 4.776

t2 r...iltt

(11. r r i)

6..170. t89

(3.1'7 5.725\

494.486

80,45()

q5, 1r()

3.29.1.46r1

6.9{6.217

({.1.i 5.981 )

2006

Kshs.'000

li.l.08 I

9..r.()96

979.i17

2.5 t0.263

87.2 t5

4, r 03,002

3i.616

3 I l.(X)e

68. t 56

1.066

1t7.9t7

{,520,9.r9

1.001.27 r

2.t21.766

(91.689 )

l75.t6l

J,510,71r

566.7J I

.lrJ5.6 19

5 7. ti5tt

{1t.507

{,520,q-t9

I

I\ ADI

C I)IRECTOR

4,896,.105

2(a)

2(b)

2(cl

2(d)

t3

t6

t2(a)

r 2(b)

I l(a)

9(a)

e(b)

r5,439

307.270

95.272

2.t6t

120.112

5.316,547

t,002.271

2.687.766

(69,430)

t75.36:i

3,795,970

912.295

517.884

60.398

608.282

5,J I6.5-17

l'hc notcs on pagcs 7 to l6 tbrnr an inte-eral part ol'thcsc accotrnts lhc lln,rrrcrul \l.ltcn)cnt\ ()n p,rsc\ 3 to l(r lere

approvctl hr thc Board on 26.2.200t1 and scrc srgnccl on its behall'b)

o
}IA

16



AGRICULTURAL FI NANCE CORPORATION

INCOI\IE ST.{TEI\IENT FOR TtIE }'EAR ENDED JO JI.INE 2OO7

20lJ7

N0TES Kshs'000

249,749

INCOIIE:

Interest lnconre

Total interest income

Less: Interest expenses

Redeenrable loans

Rebate interest

Net interest income

Other operating income

Total operating income

Extra-ordinar-v income

Income from doubtful debts

Totel income

Operating expenses

Depreciatibn

Charge for doubtful debts

Profit before extra-ordinary items

Retrenchment coCl

Profit before taxation

Taxation

219,749

2006

hshs'000

202.575

202,575

40.767

996

41,763

160.812

267.096

127,908

132.964

560,E72

(38s,524)

(3 1.854)

( r00.91 l )

12,583

J2,S83

(22.508 )

rr(b)

I l(c)

lJ(a-f)

l{(g)

1.755

42366

207,383

88,828

t5

8

ls(0

(36,779\

123,591

(66,5 r 7)

57,074

(27,r r8)l0

PROFIT AFTER TAXATION

17
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AGRICULTURAL FINANCE CORPORATION

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JI.]NE 2OO7

tl
1I

As rt I July 2fi)S

Prior year adjustment

Prior year adjustment

Transfcr to defcrred tax

GOK cquity lnjection

Grants

hofit for thc ycar

As st 30 Junc 2fl)6

As et I July 2006

GOK equrty inlection

Prior year adlustment

Profit for the year

As rt 30 Junc 2007

Notes Govcrnmcnt

cquity cepital

Kshs.000

6(a)

4

IO

t6

l3

l6

2,167,766

260,000

2,427,766

2,127,766

260,000

2,687,766 (6e,430)

Gcnerel Rcveluetion Grents

rcservc rescrve

Kshs.000 Kshs.000 Kshs.000

(7643841

(164.9s7\

2,347

8t2,230

175,363 899,77t

102..500

20,075

(94,6E9) t75J63 t,002271

(94,6E9) 175,363 1,002,271

(4,697)

29,956

4

175J63 1,002,27t
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AGRICULTURAL FINANCE CORPORATION

CASH FLOW STATEIUENT FOR YEAR ENDED JO JTINE 2OO7

2006

Kshs.'0(X)

42,583

CASH FLOW FROM OPERATING ACTIVITIES:

Profit(loss) beforc taxation

Adjustments for:

Deprcciation

Loss on disposal ofassa

Profit on disposal ofassets

Profit on disposal ofrepossessed properties

Prior year adjustment

(Decrease)/lncrease to rEpossessed properties

(lncrease)/Dccrease in loans to farmers

(Decrease/lncreases in loans to staff

Incrcase in consumable stores

(Decrease/lncreases in receivables

Incrcase in payables

NET CASHFLOW FROM OPERATING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES:

Purchase/ (Disposal)of properties & equpiment

Proceeds from disposal ofpropcrties & equipment

Proceeds from disposal gfrepossessed farm properties

NET CASH FLO}V FROM INVESTING ACTIVITIES

CASH FLOW FROM FINANCING ACTIVITIES

Govemment equity reccived

Government/GTZ grants received

Govemment loan repayments

KSB Funds

Coffee Board Funds

NET CASHFLOW FROI\I FINANCING ACTIVITIES

NET INCREASE IN CASII & CASH EQI,]tVALENTS

Cash and cash equivalent I July

3 1.854

320

(3.e40)

(I,7ls)

(r62.6r0)

6,338

(992,634)

t6,372

103

33,068

168,608

(86r6s3)

(4.363)

3,940

t,715

1,292

260.000

I 02.500

362,500

(497.86 r )

845.586

[ ,,1

Cash rnd cash cquivalort 30 Junc ( Notc 2(e) and 2(b))

t9
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AG RICULTURAL FINANCE CORPORATION

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2OO7

I.ACCOUNTING POLICI ES:

(a)Basis of prcpnlation

The financral statenrents ol'the Corporatron havc bcen prcparcd rn accordancc \\rth lntenlattonal Frnancral

Reportrng Standards and under the hrstoncal cost basrs ol'accountrrrg as nrodrllcd br revaluatron ol'ccrtarn

property and equipment.and fi nancral rnstrurncnts

(b)Property, Equipment and Depreciation

Propcny and equrpnrent are stated al cost or !'aluatron lcss accunrulatsd dcprccratrorr

Deprcctatron rs calculated on the strarght-lrne basrs at annual ratrls cstrnrated to \\nte bll'the carn'rng valucs

ofthe assets over thr: expectcd uselul lrvcs

The annrral depreclatron ralcs tn usc arc

Freehold land Nrl

Leasehold premlses and trnprovements rates arc based on tlrc unexprrcd lease tcrnr or 50 vears rvhrchever

rs less

Motor vehrcles 25% Shorr stands l\y"
Furnrture 12 5o/o Corrputcrs 33 3y'

Frttrngs and Oftice equrpmcnt 20% Ollice and Resrdcnrral Burldrngs 2%

Softrvares 20%

Softweres

The computer sollrvares have been consrdered to have a probable benefit to the Corporatlon exceedrng

the cost bcyond one year and are recognised as an rntangrble asset

The computer softrvare costs recognlscd as assets arc statcd a( cost less amortlsatton

Amorttsation is calculated on a strarght Irne basrs over the estrmated useful lrves not e\ccedrng a perrod of5 years.

(c)l ntcrcst

lnterest recervable and pa1'able rs calculated and rncludcd on thc accrual basts

(d)Provision for doubtful dcbts

Specrfic provision rs made rn respect ofloans rvhose recovery rs consrdered doubtful A general provlston

of 2 %of the loan portfoho has also been nrade rn the accounts

(e) Rctiremcnt bcncfit obligetions.

The rnslrtutron contnbutes to a defined benefits retlrement scheme rvhrch rt funds and whose assets

are held in a separate Trustce admrnlstered Iund.
'fhe Corporation also contrrbutes to a statutory delined contnbutron pcnsron scheme, the Natronal Socral

Security Fund (NSSF) The Corporatron's contrrbutrons to the above schemes are charged to the profit and

and loss account in the year rvhrch they relate

(f) Cesh end cesh cquivalents

For the purposes ofthe cashflorv statement, cash and cash equrvalents compnse balances \rlth nratunt)

value less than 9 I days liom the balance sheet datc

20



AGRICULTURAL FTNANCE CORPORATION

NOTES TO THE FII{ANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2O()7

2(r).CASH AND BANK BALANCES

3l4,Ur!'

These are funds held in short term dcposits at National Bank of Kenya which mature between one and three months. basis.

Thb funds are for operations and lending activities.

Currcnt accounts

Branch collection accounts

Branch imprest accounts

Brlsnce es at 30th Jrne

(b).sHoRT TERM DEPOSTTS

Deposits

Interest receivable

(c).RECEIVABLES AND PREPAYMENTS

Unallocated loan disbursemcnts

Auction fees & advert. charges

Development house rEnt accrued

Other rent receivable

Prcpaid expenses

Employees other dedwtions

Due to Alico

Other accounts receivrble

Rpcovcrable fees and charges

Suspense

Funds at Trust Bank Lrd (under liquidation)

Lcss:Accum.prov. for doubtfu I debts

Behncc rs rt 30th Junc

(d).CONSUMABLE ETORES

Thesc are stocks ofstores valued at cost at the end ofthe financial year

Stationery & offrce supplies stock

2007

Kshs.'000

2,t6t

2006

Kshs.rfi)O

28,244

4,009

|,373

33,626

3 l 0,875

3,224

2006

Kshs.'0(X)

70

5 1,553

33,630

2,092

850

l,E3 t

36,19t

512

(r,603)

t06,990

( r64,060)

6t,155

2m5

Kshs.'(XX)

2,169

li,li

21



AGRICULTURAL FINANCE CORPORATION

\o1'l:s'l'() 1't!l_ tt\.\\('t.\1. s'L\t't_IlL\1's toR'l'tIu \ u,\rt ]:\DEI) J0.lt ;\t_ 2007

J.1.o,\\s 1'o ('r.'s1'oNll]Rs 2007

Kshs.'000

lvledrrrnr tcrnl loans 5,225,703

Short tcrnr loans 1,244,486

2006

Kshs.'()(X)

i .201).7 79

l.7i(r.-l(r8

6,470,rE9 6,1)16,217

J. LO.\NS TO ST.\F I

Balrncc as at 01.07.06

Pnncrpal

I ntcrcst

-['ransactrons 
lor thc pcnod

Adl anccs

Intcrcst carncd

Repa\ nlcnts

Ad.lustn)cDts

Bahnce as at 30.06.07

Anall'sis of balances

Prrncrpal

I ntercst

lJalancc as at 30.06.07

'l'otal spccrlic pro\ rsrons

Oencral pror rsrons on loans

Staff loans

Chargc on cr-stall' loans

'l-otll chrrgc for thc leur

llol sE t_o.\\s
Kshs'000

+0.256

J8.9 t3

89,1 69

(8,Js{)

80,7t5

26.309

51.-t06

80,7r5

('.\R r_(),\\s
Kshs'000

t6.900

6.302

23.202

23,975

r 6.059

7.916

23,975

.\ D\'.\ \('!.S
Kshs'000

5.69 I

3.26(r

805

3.9-'i2

t,7 37

1'O1 .\l-S

Kshs'000

62.ti17

58 +8r

8,957 I 2 t.J28

({,220) (r r.9or)

1,737 109,t27

1.73,i

5.101

( 12.3{l)
(3.2{6)

.1.087

I .6 t.l
(-i.256)

328

9.689

666

(u.uri)
(3.-127 )

t5.,5 lt
7.68 I

( 2 8.718 )

(6.3-15 )
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5. Provision for doubtful debls

The provision for bad and doubtful loans is arrived at by identifoing specific bad and doubtful
debts on various classes ofloans.

(a)l)oubtful rlehts charges for thc lear:
Loans to lhrmers 20$7

hshs'000

6tt2Mcdrunr tcrnr loans

Short tcrnr loans

Spccrlic pro\ rsrons on loans

n uctron lccs and chargcs

6ti2

+3. l 73

66.251

101),t27

2006

Kshs'000

t.201

-i.809

7.0 l0

-1.1.-i 06

682

-'ii.3 l9
ll.-il6
32 ll3

34.0() I

2.778

3(r,711)

7i.959

26 951

t00,9t I
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AG RICU LTU RAL FINANCE CORPORATION

NOTES TO 1'll!: I l)-.\N(:|,\L s]'.\'rEllt:N'l's l'OR ]'HE YEAR ENDED J0 JLrNt: 2007

6.ACCI.I J\ItILATED PROYISIONS F'OR DOIiB'I'}'TIL D},B'I-S

The accumulated provisions for the year is as follorvs

(a) Loans to farmers

Balancc or n1 1 51 .luly

Chargc tbr thc vcar

Write-olI' adjustment-2005

Write-off adjustment-2006

W ritc-o t'l' adj u stment-2007

Writeback during the year

2007

Kshs'000

4,403,541

2006

Kshs'000 
j

4.536.086

5.832

t64.957

( 144.6 l3 )

(158.721)

{,{03,5fi

2006

Kshs'000

4.403.541

32.443

J,135,98{

2006

Kshs'001)

7.16 t

25.982

587

383

JJ,I IJ

llalance as at 30 June

!:r . 2UJ7

Provision summary

Specit'ic Provisions

Ceneral Provisions

Grand totrls 3,175,725

(b) Provisions for doubtful debts - staff loans

'l'his relates to specilic amounts orved b1'es-staffrrtosc rcco\'!'r) is dcenrcd doubtlitl. '[hc balancc'

in tlrc account is arrivcd at as sho\\'n bclow: 2007

Kshs'000

Balancc as at I .lul\' 34,1 13

Churgc tbr thc 1'car: Housc loans 1,641

Car loans 682

Pcrsonal advarrccs 456

Rccovcrics Q,241')

Ilahncc as at J0.lunc J4,651
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AC RICU LTU RA I, FINANCI. CORPOR.\TION

\o'l t_s'l'o't'ilu lt\ \\('t \t. s't \'t t_\tt_\'t s lott t.ilu \ [: \t{ u\t)il) J0 .tt \t_ ]007

7. IIUPOSSESSI.t) !-.\Rll l,Rot,!.R'l lt.S:
'['hcsc arc rcvaltlcd at thc total ol'thc prrncrpal arrrl rrrtcrcst drrc at tlrc datc ol'l'trrcclo:urc lc\\ slhsc(l1c1t

rccotcrlcsl-hcantotlntottt5lan(lrrl,qasat-l()th.lLrrrc.2(X)7rrasKshsItt5.661. I7095 IIorrcrcr.tl.rcCorporatrorr

has bcett tlnablc to rcallsc thcsc l)rol)crtrc\ antl rs ol'tlrc ol)rlron tllat rl a l'rrrcctl salc cprrl4 he cllcctctl.

lllatcrlal lo\5cs rrottltl arlsc Itl rtc$ ot'lhts. lhc ProYrslrlrrs alrcadr rrratlc ol'Krlr: 105-ll--i li5l 7l aqail]\( tllc\c

balatlccr l) dcctllcd adcquatc ltcttcc rto atltlrtrorral l)r()\ rsr()n\ hltr c hccrr lrrirrlc rn t;c r cltr

8. PtroPuR't'\ .\\D uQt IPtrt\r

( oS't S:

.\s at I .lulr 2(X)6

r\dd rt rons

I ransltrs

[)rsposal

A(llustnlcnt

\s at 30 .lunc 2007

t)UPRE('t.\'t'to\:

At I .lul1 200(r

Charec lirr thc )car
'l'rans lcrs

[)rsposals

\s at 30.lunc 2(X)7

\ l; t' I](x)K \' \ l.l t:

\r nt J0 ,lunr 2(X)7

r\r at -i().lrlrc l(X)6

(6 6ll) ( I 56())

5J8.929 t09.7 t2

Lanrl &

bu iltlings

Krhs'(X)0

5J5.23 I

)lotor

r rhiclrs

Kshr'000

Irti.92 l

22 -.r51

6l lti-.r

t.r 97-l

( 7ti() )

7 5-177

3J.2J5

16 6_tS

l rrrrriturc &

crluiprrrcnt

( onrpulrr

ha ltlrr :r rc

Kshs'(X|0

38.{2J

iti. l()9

( ontputcr

soltrr;trt

hshr'(XX)Krhs'000

I t6.9J0

5.011

'l'otu ls

Jt.tlt

Kshs'000

789.505

I 06.805

(ll.(r58)

-)10

J t.l2 I 887.972

I I lt-l

-15(r.ll-l

l0 091

(-.i.030)

J.JItJ J9J.JII(,

J7,9J7 J9{.t86

l-i i (ts I

-i2()

(J 7(r )

r 2 I .J7{t

IH5JJ

ll(x)

(.t 76 )

I 15.2(rlt

6.2 I0

76.532

-jt.l6 I

|0.9Ii7

JS.JJII

J 1,08J

l-15. t-.i6

1 0.517

tl .771\

1 5J.909

JIt5.020

J(x) 09.i l -is6 -i ()61
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AGRICULTURAL FINANCE CORPORATION

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2OO7

9. PAYABLES AND ACCRUALS
(a).Peyables

Borrowers' credit balances

Unprocessed loan receipts

Interest accrued on redeemable loans
Due to Agency
LoaFdrafts outstanding

Brhncc es et 30 Junc

(b).Othcr payables and accruels

Sundry creditors gcneral

lnsurance receipts

Stale cheques

External audit fees

Gratuity

Accrued pension conributions

Accrued salary arrears

Balancc rs et 30 Junc

IO. DEFERRED TAX ASSET:
The nct defened tax assct is arrived at as follows:
Balance b/f as at I st July
Defened tax asset for tfu, yex 2003D0M
Defened tax assct for the yex 2004D005
Tax for the year

Behncc as rt 30th Junr

II. REDEEMABLE LOANS AND INTEREST:
(a). Rcdccmablc lorns:

KFW SMAL.L SCALE
IDA IO5

IDA 344

IDA I I43 KE
IBRD 1995 KE
AFC CREDIT 4

A D B (PIGS)

KENYA SUGAR FUNDS
COFFEE BOARD FUNDS

Balancc as rt 30th Junc

The Corporation was able to access lines of credit from the Kenya Sugar Board of Kshs.300 million and
Coffee Board of Kenya of Kshs.50 million for on lending to sugar and coffee farmers respectively.

2005
Kshsr000
203,583

r.588
t22,100

( l3)
s8,391

385,649

3,644

l,3rs
59

4,555

t5,t24
3,824

29,337

57,85t

189,62s

489,322
322,908
(22,s08)

979347

2006
Kshsr0fi)

4,436
7,72t

24,299
9,841

258,036

t84748
79;650

566,701

I

il.ri
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AGRICULTURAL FINANCE CORPORATION

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JI,INE 2OO7

II.REDEEMABLE LOANS AND INTEREST (Continued)

'(b) lnterest on redeemable loans

The interest charge on redeemable loans outstanding as at 30th June 2007 rvere as follorvs:

KFW SMALL SCALE

tDA 105

tDA 344

IDA I I43 KE

RSDP & IBRD 1995 KE

A D B (PIGS)

Balrnce ss at 30th June

All loans are long term Government loans advanced to the Corporation and repayable with spccific

rate of interest accrued on annual basis. The Corporation is not expos€d to the risks of intcrcst rate

fluctuations in the market as the rates wcre determined at the time of loan reccipt.

(c) Rcbrtcs lntcrcsl

These are interest paid to clients on their credit balances at the ratc of I Vo p.a on loan repayments

received in advance before the instalments falls due.

I2. RESERVES

2006

Kshs'000

292

134

243

787

34,532

4,779

40,767

2006

Kshs'lXX)

(764,384)

812,230

(tu,9s7)
2,347

20,075

(94,689)

(a).Gencrrl nes.r.vc

Balance as at I st July

Transfer to defened tax

Prior year adjustment- loans write - off2005

Prior year adjustment- staffloans

hofit(Loss) after taxation for the year

Brlencc es et 30th Junc

The General reservc is the undistributed profit/loss from the operations.

(b) Rcvruletion Rescrve

Property and cquipment are stated at cost or as revalued from time to time less accumulated depreciation.

The Corporation's policy is to revalue propcrty once every five years. Increases in the carrying amount

arising on revaluation arc credited to a revaluation reserve.Decreases that offset previous increases ofthe
same assets are charged against the revaluation reserve. All other decreases ire charged to the lncome

Ststement. However, there was no revaluation during the financial year.
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AG RICI,I LTI.IR.\L FINANCE CORPORATION

\Ol-[.STO'l'llEFl]-.\\(;1.\1.s1'.\1'E\ltYl'S]'OR'l'll[-\]..\Rt:\l)l.l)30.'ll\l: 2007

!J.GR.\\]'S 2007

Dctails Kshs'000

[)cr cloprrrcrrt 20.6 1 I

llchabrtrtrtron I 8.752

I C r\ 2.-s00

Spccral l:rncrgcncl lrund 3.'170

IVlrnrstrl ol'lirnancc 40,000

tDA l0-5/-'i.lJ 2.168

tDn 691 3.335

Vrhrea 700

N6rth-l'ctu 149

In DP 278

Narok Agrrculttrral Dcr l'rtr;ccl '160

\\'orld llank Crcdrt -l 21.925

IDr\ I ll_i KI: 14.519

tDn t99,5 Kt. 1,594

.lapancsc (irant Scc Scltcnrc.l2 200{ 769.000

Ci'f7- Grant-2(X)6 7,500

COK Crant l.rrcstock Oll'-l'akc 2006 95.000

(a) lntcrcst ort lrtr cstntcnt

(h) ReDt lrrcoulc

(c) /\ppl- Corlrcrancc & lnspccttott lrccs

(d) I'r0lit on Salc ol'Asscts

(c ) Insrlrililcc ('orllntrsstot'l

( l ) Sundncs

2007

Kshs'000

30.291

r8.288

128.989

r 5.7 lJ

JI

(4.49 r)

2006

Kshs'000

10.(r I I

Itt.7_i2

2 500

1.170

10.000

2. t6tt

3.33-5

700

l19

278

760

21.925

ll.-i29

l.-59.t

769.000

7.500

95.000

llalancc as xt J0th .lunc 1,002,271

'['hcsc arc non-rclirndahlc grilnts lionl thc Gorcrnnrcnt ol'Kcnra and otltcr donttrs lo lirtancc spccrlic

Irncs ol'crcdrt(schcntes) arrd havc no assoctatcd ntarkct linanctal rtsks

l{.ol't I }:R oPt:R.\t'l\(; l\('o\l l.s

r ,002.27 t

2006

Kshs'000

(r3.9i3

16.0(r5

116.08i

-5 6-55

il
2-i.326
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NorES To 1'llE FINANCIAI. sr.\TEr\tENT'S FoR THE \ t:AR ENDI:D J0 JtrNE 2007

(a) lnterest on investntents

[)ctails arc as lollorrs.- 2007

Kshs'000

22.t90

7.680

12l

Balance as nt 30 June J0,29 r

AGRICULl'URAL FINANCE CORPORAl'ION

2006

Kshs'000

51. -l(x)

8.928

705

63,9JJ

Short tcrrrr tlcposits

Stirl'l'loarrs

Othcr hank ilcc()unts

(b) Rent income

I)ctarls arc as lirllorrs:-

I)cvclopntcnt housc rrrcontc

\\'ritchack doubtlirl tlcbrs -rcrrt

I)cr clopnrcnt housc crpcrrscs

Othcr prtlpcrtics nct incontc

(rl) Prolit on disposal of assets

I hc tlctlrls lrrc irs l'trlltrrr s -

N'lotor r chrclcs

Ilrri ltl r ngs

(ilrrr orr tlrspo:ul ol'lirrnr l)t.ol)crttcs

20()7

Kshs'000

25.831

(20. I 66)

5.665

r2.62i

2007

Kshs'000

739

7.-j t6

7.(t59

l(x)6

Kshs'0(X)

21.697

7.793

( I 7.052 )

l5.t_.18

t0.627

26,065
=--r__'::

(c) Application, conveyance & inspection fees

-l'hcsc 
arc ittcorncs lionr applrcatron arrd corrrcrlncing lL,cs rcccirctl rrhcn loans trrc hcrrLl pr.occssctl lrrtl

Iarm inspcction charecs tluring thc r car

2006

Kshs'000

-1. -5 70

I70

1.7 t5

5,65515,7 I J

(e) lnsurancc commission
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\otl.s l'o llll. ll\.\\( 1.\l.s'l'.\'t't.\l].\l'stoll l'tll:\1:.\Rl:\l)t:l)Jl) .ll \!: 2()l)7

11) Suntlrics

.l 
5csc arc ilc11rrrcs rcccir cd lignr crhrIitors dtrring licld tlar s eontluctctl itt cott;ttctiott rr ith othcr stakclrttltlcrs.

gnidcltrlictl l()iul rcccil)ts lirr pcriotls in crecss ol trrrr rcitrs arrd srttltll clctlil lralltltccs ilr clicltts ace()tlllts \\hich

arc cpnsidcrctl unceononrical t() procuss rclirnds.l lttrrcrcr. othsr dcbits tltat ctrttltl l)()l hc nliltehdd t() thc lolul

Irceourrt halancss \\crc appropriatc(l thr()tlgh thc lccoullt.

(g) lnconrc l'r'ortr dotrhtlirl dtbls

lund intcrcstlccruallnsuchloarrssuspcndcd.llorrcrcr.rccorcricsliotttthc portlirlioltitrchccnrcc()gniscdtls

irrcontc lts shorrtt hclorr.-

l.argc sculc loltns

Srnlll sculc loans

Scasonal crop crctlit lttitns

l:s-stal l'loans

'l'otal

t 5.oPuR,\'l'l \(; 1:\Pl:\s[:s
(il) Stall'costs
(h) Iloflrd rncnrhcrs' c\Pcnscs

(c ) r\dnrinrstmtiotl c\Pcllscs

ltl ) ,\uditors lccs

2007

Kshs'000

2ls.lt l-1

221t.8 r3

2.2r I

23 1.05,1

2007

Kshs'000
283,026

8,9,s9

r33,658
1.t60

2(X)6

Kshs'(XX)

l]-j.3e2

9.5.i I

1

l-.11.9(r-l

200(r

Kshs'(Xl()

2lt] .0ll
It.6 I ()

9.j.tt90
l.(x)0

J2(r,80J J85.52.1

15.(c) Retrcnchnrcnl cost

I(r. (iO\ !.R\\l!:\'l'l:Qt 1'l'\
I hc lrinarrc iul llcsrructu ring o l' thc ('(rrp()rxt ioll \\ ils ilpl)r()\ ctl h1 thc N ationltl , \sscttt hh r itlc ccrt ilicatc

ol'scssionirl papcr \o. I ol'l(X)0 tl:rtctl (rth Norcnrhcr. l00l. lo tlris cl'l'cct tltc (;()\crlrlrlctlt Lllldcrt()()k

t6 in.lcct urltlrrionul ctpitr to thc ('()rp()rittion irnrounling to Kslts. l.l hilliorr itl lir c ct;rral ittslitllltcnts
'l hc lilih arrd last trancltc ol'Kshs. l(r0 ntillrort rras rcccirccl tluring thc Iirrlrreial rclr l(X)(r'llX)7

'I hccquitr isu(i6rcrrrrlgnlirr.jccti6nt6tIc(orptrrationshiehisrttcurtltohuildthccapital [rltscol'thc

C orporilti()n 
.l 

hc lirratrcial instrurncnt hos llo itssociillctl tttarkct lirrtrrrcial risk.

I 7. ('O\'l l\(;!.\'l' l.l,\lll Ll'l lEs:
I lrcrc rrcrc rto contigcnt liahrlitrc: ils at lhc halltncc shcct datc.

I $.('O\t t,.\ ll.\'l'l \'!.s
\\ hcrc rrcccssar\. c()ntpxrltti\ c ligurcs ltar c hccrr atliustcd 1.v g1;lltirrttl s rlh chltttgcs irt prcscrttittion in thc

currclt \cilr ln particullr.thc conrparatirc ligurcs harc [rccn ad.itrstcd to tltkc ittto ttcc()trtlt lhc cllcct ol'thc

prior r car adiustnrcnts.
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