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I. KEY ENTITY INFORMATION

Background information

The Kenya NationalTrading Corporation Ltd was established under the Companies Act (Cap 486) in 1965. At cabinet
levet, the Corporation is represented by the Cabinet Secretary for the Ministry of lnvestment, Trade and lndustry who
is responsible for the general policy and strategic direction of the Corporation. The Corporation is domicited in Kenya

and has branches in Nairobi, Kisumu, Mombasa, Karatina, Eldoret, Nakuru, Machakos, Kitale and Meru.

Our Vision: To be a leading agent for trade and Socio-economic transformation of Kenya.

Our Mission: 'To provide customers within the region with quality products and services through an efficient
distribution network, Partnerships and lnnovation'.

Our Mandate:
The ma ndate of KNTC is operationa lized th rough the performance of the fotlowing core functions:

1. Participating in the promotion of wholesale, retailbusiness and e-trade in line with Vision 2030, the medium-term
plan and the parent Ministry's Strategic Plan.

2.Promoting the development of MSME markets, expansion and diversifications of trade in line with the
Government Policy.

3. Partnering with other key players to avail relevant products/input for the agricultural sector.
4. lmproving and strengthen supply chain and distribution systems for both the formal and informal sector.

5. Stabilizing consumer commodity prices by ensuring balance in supply and demand through availabitity of
stocks/goods in the country.

6. Being a Procu rement Agent for the Government and generaL public at a minimum fee.

7. Participating in distribution ofgoods and services in specialeconomic zones.

Directors

The Directors who served the Corporation during the year/period were as follows:
l. Hassan Tene Debasso - Chairman ofthe Board

2. Pamela Mutua - Managing Director (Up to
3. Peter Njoroge - Ag Managing Director (From

4. Harrison Njoroge Mwaura - lndependent Director (Appointed in March 2023)

5. PerezJepkorir - lndependent Director (Appointed in March 2023)

5. Leonard Langat - lndependent Director (Appointed in March 2023)

7. Meymuna Osman Gabow - lndependent Director (Appointed in March 2023)

8. Lydia Wanjiku Kariuki - lndependent Director (Appointed in March 2023)

9. Herman Gacugi -Alternatetothe Executive Director KDC (from oecember2021)

10. Jonah Tajeu Orumoi - Alternate to The CS The NationatTreasury ( From February 2023)

11. NicholasKamau -AlternatetoThe PSState Department of Trade (From May2023)

The Following Directors also served in the Board in the year 2022123

1. Capt. Paul Rukaria - Chairman of the Board (U p to March 2023)

2. Dr. Dorothy Muthoni Mituki - lndependent Director (U p to March 2023)

3. Dr. Daniel K.Kirui - lndependent Director (U p to Ma rch 2023)

4. John Miano Ndirangu - lndependent Director (U p to March 2023)

5. Rose Jepkorir Ronoh - lndependent Director (U p to March 2023)

5. Benedicta Mworia - lndependent Director (U p to March 2023)

7. Kennedy Nyokwoyo - Alternate to The PS State Department of Trade (U p to May 2023)

8. Aggrey Kituyi - Alternate to The CS The Nationa I Treasu ry ( U p to February 2023)
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Company Secretary
Jesca Nyamwaya
P.O. Box 30518-00100
Nairobi

Registered Office
XNTC Y.rrow Road Complex
Yarrow Road off Nanyuki Road,

IndustrialArea,
P.O.Box 30587-00100
Nairobi, Kenya

Corporate Headquarters
P.O. Box 30587-00100
KNTC Yarrow Road Complex
Yarrow Road off Nanyuki Road,
lndustrialArea,

Corporate Contacts
Tet: (020) 2430824 Fax: (020) 556331
Mobite: 0736-563912, 0714563911
Website: www.kntc.co.ke
E-mail: kntc@kntc.co.ke

corporate Bankers

Co-operative Ban k of Kenya
lndustriatArea
P.O Box 18119-00500,
Nairobi, Kenya.

2. ABSA Bank Kenya
Lungalunga Road,
P.O. Box 18060-00500,

Nairobi, Kenya

3. KCB Bank Kenya Ltd
Mashariki Branch
P.O Box 311-00507
Nairobi, Kenya.

4. National Bank of Kenya
Harambee Avenue
P.O Box 41852-00100,

Nairobi, Kenya.

lndependent Auditors
The Auditor General
Office of the Auditor-General
An niversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

Principal Legal Advisers
The Attorney General
State Law Office
P.O. Box 40112 City
Square 00200
Nairobi, Kenya
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II. THE BOARD OF DIRECTORS

Hussein Tene Debasso
Boord Choimon

Peter Njoroge
Ag. Monoging Director

Harrison M. Njoroge
lndependent Director

Perez Muge

lndependent Director

Position: Hussein was appointed as the chairman to the Board in February 2023

Skills and experience: He holds a Bachelor of Arts in Criminal Justice and

Security Management. His area of expertise is in Criminology and Security
Management.

Position: Peter was appointed as the Managing Director from 30'h November

)o13

skills.nd experience:

Position: Harrison was nominated to the Board in March 2023. He is the chair of
the Finance & Administration committee and a member of Technical matters
Committee.

Skitls and experiencc: He holds a Bachelor's qualification in Education. His
area of expertise is in Education.

Position: Perez was nominated to the Board in March 2023. She is the Chair of
the Technical matters Committee and a Member of the Audit Committee

skills and experience:she holds a Bachelor's qualification in laws and
Criminology. Her area of expertise is in Law.

lr
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Leonard Kipkoech Langat

lndependent Director

Meymuna Osman Gabow
lndependent Director

Lydia Wan.iiku Kariu ki

lndependent Director

Mr. Herman Gacugi

Alternate to the Executive
Director, KDC

Position: Leonard was nominated to the Board in March 2023. He is the chair of
the Board Auduit and Risk Committee and a member of the Technical matters
Committees.

Skills and experience: He holds a Bachelor of Commerce. Banking and Finance
and he is a certified public accountant. His area of expertise ir in Finance.

Position: Meymuna was nominated to the Board in March 2023. She is a [,lember
of the Finance & Administration and the Technical matters Committees.

Skills and experience: She holds a Bachelor of Eusiness Management and her
area of expertise is in Business development.

Position: Meymuna was nominated to the Board in March 2023. She is a Member
of the Finance & Administration and the Technical matters Committees.

skius and experience: she holds a Certificate in sales and Marketing and
her area of expertise is in 5ales and Marketing.

Position: Herman was nominated to the Board in November 202I as the
Alternate to the Executive Director, KDC. He is a Member of the Finance &

Administration, Technical matters and the Audit Committees

skilb and experience: Mr. Gacugi holds a Master of science degree in

lnformation Communications Technology (lCT) and a Bachelor of Commerce
degree in accounting. He is also a Certified Public Accountant (CPAK) and a

Certified lnformation SystemsAuditor (CISA).

He has over 15 years' experience in Financial and Commercial services, with
profound involvement in automated processes, e-commerce, corporate
governance, enterprise risk management, financiaI services regulatory and
policy frameworks, accounting, external and internal audit processes.
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Jonah Orumoi
Alternate to the PS,

The National Treasury

Nicholas Kamau

Alternate to the PS,

State Department for Trade

Position: Jonah was nominated to the Board in February 2023 as the Alternate to
the Principal secretary, The National Treasury. He is a Member of the Finance &
Administration, Technical matters and the Audit Committees

skills and experience: He holds a Masters in Finance and lnvettments.
Degree in Accounting and Finance. His area of expertise is in Finance.

Position: Nicholas was nominated to the Board in May 2023 as the Alternate to
the Principal Secretary, State Department for Trade. He is a Member of the
Finance & Administration and the Audit Committees

Skills and experience: He holds a PHD in Finance, a Masters in Commerce
and a Bachelors degree in Commerce. His area of expertise iJ in
Finance.

Jesca Nyamwaya
Compony Secretory
& Monoget Legol Services

Position: Jesca joined the corporation in the position of Company secretary &
Manager Legal Services in September 2022. She spearheads strategic leadership for
the office ofthe Company secretary & Legalservices.

skilE and experience: she holds a Masters of Law (LLM), Post Graduate Diploma in
Law from Kenya Schoolof Law and is an Advocate ofthe Hight Court of Kenya. She has

over 10 years work experience.She also holds professional membership with the Law

Society of Kenya (LSK), Law Society of East Africa as well as the lnstitut€ of Public

Secretaries of Kenya.
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Peter Nioroge
Ag- MondEing Director

Position: Peter was appointed as the Managing Director from 30th November

2023.

skills and experience:

Jesca Nyamwaya
Compony Secretory

& M a na ge t Le ga I Se rv i ces

Position: Jesca joined the Corporation in the position of Company Secretary &

Manager Legal Services in September 2022. She spearheads strategic leadership
for the Office of the Com pany Secretary & LegalServices.

skitts and experience: She holds a Masters of Law (LL[4), Post Graduate Diploma
in Law from Kenya Schoolof Law and is an Advocate ofthe Hight Court of Kenya. She

has over 10 years work experience.She also holds professional membership with the

Law Society of Kenya {LSK), Law Society of East Africa as well as the lnstitute of
Pubtic Secretaries of Kenya.

Position: Lucy was appointed as the Stratery & Risk Manager from February

2023. She previously served in the position ofFinance and Accounts Manager.

Skills and experience: Lucy holds an MSc in Finance, a bachelor's degree in

Economics and Business Studies, CPA-K and is a member of ICPAK. She has

over15 years' experience in Finance & Accounts.
Lucy M. Anangwe

Head of Strutegy, Risk & Complionce

?a-;

Lawrence Bengat
Heod ol lcT

Position: Lawrence was appointed the ICT ilanager and Head of ICT

from May2018.

Skills and experience3 Lawrence holds a Bachelors' degree in Business

Management & lnformation Technology and has certification in CCNA.

He hasover 10 yea rs' experience in lCT.

Jeremiah Opata
Ag. Heod, Humon Resource

&Adfiinistrdtioh

Position: Jeremiah was appointed Acting head of Human
Resource &Administration in May 2022.

Skills and experience: He holds a bachelors degree in Human
Resource Management with over 10 years' experience in HR and
Administration. He is a member of the lnstitute of Human Resource

l{anagement IHRM
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Fayo Hussein
Aq. Heod, Business Development

Po3ition: Fayo was seconded from the Ministry of Trade as the interim

Head of Business development in January 2023.

Skills and experience: Hussein holds an MBA in Strategic management,
Bachelor of Commerce and several certifications including a Certificate
lnternational Trade Policy and Trade Law from Trade Policy Trainir
Center in Africa. He is a member of Marketing Society of Kenya and ;
a lu mnus ofthe Equity Leadership Program and Mastercard Foundation.

ilr

Position: Antony was appointed acting Sales Manager from
Oecember 2022.

Skills and experience: He holds a bachelors' in commerce
Marketing option, and a diploma in marketing. He has over t5 years'

experience in sales & marketing and has served in various capacities in

the Corporation.

Antony Nalia nya
Ag.Monoqer, Soles

Position: Amos joined the Corporation in the position of Supply Chain &

Logistics Manager in September 2022.

skills and experience: He holds a Masters of Science (Procurement &
Contract Management). He has over 8 years work experience and holds

professional membership and a practitioner's license with the Kenya

lnstitute of Supplies Management (KISM).
Amos Sikuku

Heod of Su pply Choi n Mo nogeme nt
& Loqistics

Peter Wachira
lnterim Finonce & Accounts Monoget

Position! Peter joined the Corporation in May 2023. Prior to joining
KNTC, he served as Assistant Accountant General at the National
Treasury among other accounting roles since joining the Public
Service in the year 1994.

Skills and experience: He holds a Bachelors in Business
Management from Moi University, a Senior Management Course

certification as well as a Strategic Leadership Development Program
certification from the Kenya School of Government (KSG).

Peter is a registered member of the lnstitute of Certified Pu blic
Accou ntants Kenya (ICPAK).
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Position: Kevin joined the Corporation in the position of lnternaI
Audit Manager in September 2022.

Skills and experience: He holds an MBA (Strategic Management)and
a Bcom (Accounting), He has over 8 years work experience and holds
professional membership with lnstitute of Internat Auditors (llA) and
the lnstitute of Certified Public Accou ntants (ICPAK).Kevin Micheni

Heod oflnternolAudit
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IV. CHAIRMAN'S STATEMENT

Foreword
It is with great pleasure that I present to you the Annual Report and Financia lStatements for Kenya

NationaI Trading Corporation Ltd for the year 2022120

Business Environment
The country experienced a stable business environment with real GDP growingby an estimated 5.90/0.

Key drivers for economic recovery will include increased private consumption, a pick-up in industrial
activity and strong performance in the services sector because most of Kenya's GDP is generated by
services, especially travel and tourism. Agricu ltu re which contributes about a third to GDP is also
expected to recover fast. lnflation is expected to remain within the target range while the current
accountdeficit is projected to remain manageable. Growth wiLlatso be driven by ongoing investment by

the Government and the Private sector to support implementation of the Big 4 devetopment agenda.
As an industry, we need to be adequately preparedto positively face the challenges posed by the
COVID-19 Pandemic.

Financial Performance
I am pleased to note that we have delivered impressive results during the year under review. Sales

revenues registered commendable growth from 2.7 billion to 19.5 biltion, an increase of 5130/0. This has

seen our operating profit grow from Ksh 133 million in 20221o a profit of Ksh 188 million in 2023. The
growth is attributed to the Government's intervention through KNTC for farmers toprocure subsidized
fertilizer, importation of essential food commodities and purchase of rice from directly from farmers
for onward selling to Government institutions. These measures wil[ go a long way in promoting the
Government's Bottom Up Economic Transformation Agenda (BETA). Our Asset base increased from
Ksh 3.4 bittion in 202210 Ksh 3.6 Biltion in 2023, a growth of 60/o while the Shareholders funds increased
from Ksh 2.587 Billion in 2020 to Ksh 2.6 Billion in 2021.

Strategic Focus
With the constant economic challenges and unforeseen market disruptions that continue to affect the
way we operate our business; we have creatively designed our five-year strategy plan to counter and
exploit the interruptions. The COVID-19 pandemic presents a special opportunity to reassess further
these challenges. This, we betieve, will help us drive the growth of our Sales which is the core of our
business. We shall continue looking at new opportunities that can offer market diversification for our
customers' needs.

The Year Ahead
Our focus in the year ahead will be to ensure the Corporation's [ong-term sustainability as we continue
to adapt to the challenges and opportunities ofthe COVID-19 environment. Our priorities will be on the
health and wellbeing of our employees, ensuring safe working practices; supporting our communities
and the evotving needs of our customers and supptiers; and preserving our financiaI strength so that
we are well-placed to benefit from new opportunities for products and services as theyarise.

Although we expect the year ahead to be challenging, we have an agile business model and disciptined
focus on our market niches, combined with a robust financial position. These strategic attributes should
enable us to deliver a resilient performance in the shorter term and to benefit from the opportunities
that our markets offer over the medium and longer term.
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Board Changes
During the year, there was a change in board of directors. I want to unreservedly thank the retired
board of directors for their invaluable counsel and steering us through the year and wish them atl the
best in their new assignments.

Appreciation
I take this opportunity to offer my sincere gratitude to the Government of Kenya, our shareholders, our
stakeholders, regutatory authorities and agencies that provide support to the Corporation. To our
valued customers, we appreciate your sustained support and confidence in us. We vatue your business

and continued partnership. I wish to convey my utmost appreciation to my colleagues in the Board for
their invaluable contributions and unwavering dedication, to the management and staff for their tireless
effort and steadfast commitment to ensure the Corporation achieves its mandate.

God Bless you all.

9Qn/
ch.i n ofthe Borra ldrI
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V. REPORT OFTHE MAT.IAGIT{G DIRECTOR

Over the past year, we have embarked on transformative journey to re-invigorate
KNTC'S operations to become the leading agent for trade and socio-economic
transformation in Kenya. We have made decisive changes to make the
Corporation fit for purpose in serving the country's dynamic needs as the country
works towards economic recovery from the impact of the ongoing COVID-l9
pandemic, and getting back on track to realize the Government's Big Four Agenda
and the Kenya Vision 2030.

To this end, we have made structural and policy adjustments to be able to fully execute our eight-pronged
mandate geared to strengthening the regional supply chain, stabilizing quality of essential commodities
and enhancing distribution systems for the Nation. This renewed focus, wil[ be reflected in our new
Strategic Plan, which will guide the corporation's operations to ensure KNTC is competitive. The Strategic
Plan will keep us on track and guide our reporting along specific milestones, that will ensure the
Corporation's turnaround.

The long-term heatth of our balance sheet will be determined by our continued ability to improve
profitabitity and generate profit. Within this reporting period, we have buitt a strong sales momentum and
invested in building competitive pricing frameworks which has restored confidence in KNTC in the
essential supply chains of cement, rice and sugar. We have also improved in our service-de{ivery and
continuing to invest in expanding our human resource and infrastructure to ensure we meet the growing
demand for our goods and services. We have begun to reap the benefits of the transformation agenda, as

we report a profit of KES 61 mitlion (net) with over KES 593 million (gross) profit from KES 96 million last
year. To ensure that KNTC is viable as a business, we have cut operational expenses by 2o/o and improved
margins from 9 percent to 12 percent; growing the top line at 44 percent.

Detayed issuance of trade guarantees significantly affected our operations during the year,

underperformance of the depots due to insufficient working capital had a significant impact to our
competitiveness. We have however, begun addressing these challenges with support from the Cabinet
Secretary of lnvestments, Trade and lndustry, and in consultation with the National Treasury. I have also
committed to invest in continuous improvement, research and development and spearheaded an ongoing
review of processes to ensure that our processes and strategies are up-to-date and relevant to the evolving
needs of the market. Customer needs and satisfaction assessments are also underway to guide us as we
rebuild trust in the KNTC brand.

Since joining the team, I have been deliberate in getting myself acquainted with all our staff, both at the
head office in Nairobi and across our depots. I am grateful for their support and commitment which has led

to the successful note we are closing the year on. I look forward to convening a team retreat and Strategic
Ptan Workshop which serve as an orientation to our new strategic direction, and get the team's input to our
new Brand Promise, which is essential in rebuilding trust with our customers, and reaffirming our
competitiveness in the market as we commence the new year.

Peter Njoroge
Ag -Managing Director
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VI. STATEMENT OF PERFOMANCEAGAINSTPREDETERMINEDOBJECTIVES FOR FY2O22I2O23

Section 81 Subsection 2 (f) of the Public Finance Management Act,2012 requires the accounting officer to
include in the financial statement, a statement of the national government entity's performance against
predetermined objectives.

Kenya NationatTrading Corporation Ltd has 3 Key Result Areas and 10 Strategic objectives within its Strategic
Ptan for the FY 2019170- 202312024. This ptan is up for review in the current year.

These pillars are as follows:
Pillar 1: Domestic Trade Development and Promotion
Pillar 2: Strengthened Organization Capacities and Resource Management
Pillar3: Technology & lnnovation for effective & efficient service delivery

KNTC deveLops its annual work plans based on the above 3 pillars. Assessment of the Board's performance

against its an nual work plan is done on a quarterly basis. The Corporation achieved its performance targets set

lor the FY 202212023 period for its strategic piltars, as indicated in the table below:

X.y R.sult
Arca

Str.t.8ic
Obi.div. Str.teii.. Adivitics xPt

Targat
Achiavament

T.r!.t lor Ta[at lor

20221202a

,s

E

E

To Positaon KNTC

as the main

supplierof
strategic bulk
commodities in

lheCounlry.

Position XNTCasthe
preferred supplier
and distributorol
ABriculturallnputs
inthe country

Form strategia Partnerships

and distribute at lea st 210,000

tonnes of fertilizer in the plan

period

distributed
40,000 10,000 1?1,142

Form strategic Partnershipsand
distribute at least 30 tonnes of
seeds in theplan period distributed

30 6Tonnes 26

Enhancesales turnover ofFarm
equipmentand implements to
kshs.l00 million in theplan
peraod.

l00mn Nshs.22.5

Million
Kshs. 12.9

million

Enhancesupplies
toPubli( & private

orSanizations.

Grow busaness with the
existinggovernment
agencies& Cou nties by 1096

Growth
10% 13% 162%

Engegeat l€ast fifty
institutionslor
trade

institution
sengaged

50 l0 l6

Grow business with the
existingprivate
organizationsby5%
annually.

Growth
5% 5.3% 8.3oyo

Toenhance
MSMEsaccessto

markets

Small& Medium

Enterprises (MSMES)

Link MSMEs to markets
Nooflinked

MSMEs
50 10 10

Venture into light
Manufacturingin
partnershipwith
theprivate sector

Engageat least3
partners,sign contracts or Contract

ssigned

3 1 0
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l.y R.'!lt strrt.3k
obl.<tlv. Str.t ti.r xPt

l.rtrt
T.rt t ro,

Tartatfor

2020/2021

stora8eandTrade

distribution ol

UpSradeand
modernizeexistin8

Refurbish and equjp the
warehouses to inlernational
standards.

NO, OI

relurbished 4l 2 1{Ongoing)

Establish new modern
Consttuct new warehouses on
l<NICs0nutilired land

3

storaSeand

Receipting Serviaes
(viRS)and ensure
seamlessEoon€ctivity

XOMEX trading.

0evelop, im plement, inleSrate
andcommissionautomated
WRS lor warehousinS processes

I 1

Provide Collateral
Mao.Semeni serviles

Authorire, monitorand

warehouse reaeipts between
tradintDanies

I 1

.9

E X cz
-FEp-$

E9

engagement
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VII. CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process by which corporate bodies are directed and controlled with the objective
of increasing stake/shareholders value and satisfying them. This is achieved by establishing a system of clearly
defined authorities and responsibilities, which result in a system of internal controlsthat is regularly tested to
ensu re effectiveness.

At Kenya National Trading Corporation, the Board places a high degree of importance on maintaininga sound
control environment and applying the highest standards of business integrity and professionalism in all areas of
the Board's activities.
We engage the society on the basis of strong principles of governance and comptiance that provide the
framework of how we do business. The chairman and the MD ensure good governance at board level and below.

The board regularly reviews its governance on the basis of new legal requirements and best practices.lt heLps us
maintain trust with the employees, supptiers, government, customers and other stakeholders. The Board is
responsible for the governa nce of the Corporation and conducts the business and operations of the Corporation
with integrity and in accordance with generally accepted corporate practices, in a manner based on
transparency, accountability and responsibility.

Board of Directors
The composition of the Board is compliant with good corporate governance practices. The role of thechairman
and the Managing Director are segregated. The Managing Director is in charge of the day to day running of the
business of the Corporation and the Chairman of the Board acts as non-executive director. The current Board is
composed of ten Members who possess broad range of expertise, diverse professional background. They are

drawn from various ministries and business sectors. The remuneration is based on guidelines on terms and
conditions of service for State Corporation's circu larof 23rd Nov 2008.

Board Meetings
Board Meetings are hetd every quarter except with exceptional circumstances. During their meetings the Board
reviews the Company performance against the pla nned strategies and also approves issuesof strategic nature

Board Committees
The Board has three committees of which are guided by clear terms of reference. The committees are

instrumental in monitoring the corporation operations, conduct of business, systems and internal controls. The
committees are as follows:

Technical matters Committee
Finance and Administration committee
Audit Committee

1

2

3

xtv
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Code ofconduct
The corporation has a code of conduct which seeks to guide employees in ethical conduct of business. All

directors, management and employees are expected to observe high standards of integrity and ethical conduct
when dealing with customers, staff, suppliers and regulators.

lnternal Controls
The effectiveness of the corporation internal control is monitored on a regular basis by the lnternalAuditfu nction.
The lnternalAudit function reviews the corporation compliance with the laid down poticies andprocedures as well
as assessing the effectiveness ofthe internal control structures.

The lnternal Audit function focuses their attention on areas that the corporation could be exposed to greatest
risks. The lnternal Audit function reports to the Audit Committee of the Board. The corporation has estabtished

operationaI procedures and controts to facilitate proper safeguard of assets and accu ratefinancial reporting.

Conflicts of lnterest
All directors and management are under duty to avoid conflict of interest. The directors are required todisctose
outside business interests that wou [d conftict with the corporation business.

Going Concern
The directors confirm that the corporation has adequate resources to continue in business for the foreseeable
future and therefore to continue to use the going concern basis when preparing the financialstatements
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VIII. MANAGEMENT OISCUSSION AND ANALYSIS

Operational and Financial Performance

1. Share capital

KNTC has only one cLass of shares - Ordinary shares of par value Kshs. 20 each. The share capital balance as

at 30th J une 2023 amounted to Kshs 32,000,000 which is the same as the previous year.

2. Reserves and Surplus

Retained Earnings

The net profit from the previous year ended 30'h June 2022 amounting to Kshs.95,359,757 was transferred
to the retained earnings, bringing the accumulated loss to Kshs. 145,337,814 as at 30th June 2023. As at 30th

June 2023 the Corporation made a loss of Kshs 23,512,297 increasing the accumulated loss to Kshs
(168,850,111).

shareholders' funds

The total shareholders' fund stood at Kshs. 3,484,935,543 as at 30'h June 2023 compared with Kshs.

2,697,304,963 as at 30rh June 2022. During the year under review, the Corporation carried out an assets

valuation exercise which saw the value of our assets grow from Ksh 2,502,483,148 to Ksh 3,461,454,761. As a

result of this revaluation the revaluation reserve increased as well as deferred tax as we had to make a
provision for Capital gains tax.

3. Trade and Other Receivables

The trade and other receivables amounted to Kshs. 1,877,247,428 as at 30rh June 2023 (net of provision for
doubtfuldebts amounting to Kshs 93,285,954), compared to Kshs. 691,936,235 as at 30'h June 2022 (net of
provision for doubtful debts amounting to Kshs (69,415,607). Except forthe specific debts provided for,

these debts are considered good and realizable.

4. lnventories

lnventories amounted to Kshs. 8,677,405,618 as at 30'h June 2023 (net of provision for obsotesce amounting
to Kshs (978,800), compared to Kshs. 102,968,548 as at 30'h June 2022 (net of provision for obsolesce

a mounting to Kshs 584,376) in the previous year. The Corporation ventured into the commodities imports this year.

The totalinventories for imported commodities ie rice and cooking oilamounted to Kshs 5.7 billion.

5. Cash and cash equivalents
The balance in our current accounts stands at Kshs 3,018,559,203 as at 30rh June 2023 as compared to Kshs

284,955,133 as at 30'h June 2022. out of the tota I cash at ba nk a mou nt, Kshs 1,088,225,845, Ksh 98,455,917

and Ksh 226,007,580, Ksh 1,417,143,149 is held in KCB Escrow for fertilizer, cooking oil, rice, Lamar

respectively. The Corporation did not invest in short term deposits as at 30th June 2023.

xvt
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Results of our Operations

r. lncome

Alt of the revenues for the year ended 30th June 2023 were domestic revenues. Our revenues are generated

primarily from sales of products and rent from our leased warehouses. The totat revenues, net of costs was

Kshs 488,051,273 compared with Kshs 405,822,653 from the previous year. The increase in revenue is from

the fertilizer subsidy program and the importation of essential commodities programme.

2. Expenditure

a) PersonnelEmoluments

Personnel Emoluments relate to sataries and benefits paid to employees. They amounted to Kshs.

f09,029,083 compared to Ksh 73,885,163 for the year ending 30h June 2022.

b) Administrationexpenses

Administration expenses amounted to Kshs 224,148,414 compared to the previous year which
amounted to Kshs 92,654,925. The expansion of KNTC's sales activities contributed to
the growth in administration costs and selling costs.

ct Selling & Marketing Costs

Marketing, Setling & distribution costs amounted to Kshs 72,726,435 compared to Kshs. 55,686,341

incurred in the previous year.

d) DirectorsEmoluments

Directors' emoluments were Kshs. 11,263,651 as at 30rh June 2023 compared to Kshs 11,575,550 as at
30th June 2022.

3. Operating prolits

KNTC made an operating profit before interest & tax of Kshs. 38,165,570 for the year ending 30h June 2023

com paredto operating profit before tax of Kshs 139,585,573 for the year ending 3Orh June 2022.

4. Earnings per Share (EPS)

Our basic EPS was -73olo for the yea r ended 30h Ju ne 2023 while the previous yea r was 60010. The outstanding shares

used in computingthe basic EPS were 1,600,000 @ Kshs 20 per share.

s. Liquidity

Our growth has been financed largely through cash generated from financing activities. The net cash

generated by our operations was Kshs (93,750,f50). The Net cash used for investing activities was Kshs.

(86,979,371)while Net cash generated from financing activities was Kshs. 2,974,343,590 for the year ended

June 3orh 2023.

xv
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IX. ENVIRONMENTAL & SUSTAINABILITY REPORT

KNTC exists to transform lives. This is our purpose; the driving force behind everything we do.
guides us to deliver our strategy, which is founded on 3 piltars:

. Putting the customer/Citizen first,
o Effective and efficient delivery of relevant goods and services, and
o lmprovingoperationalexcellence.
Below is a brief hightight of our achievements in each pillar

It's what

1. Sustainability strategy and profile
At KNTC, we aspire "to use our warehouse network, our products and our services to transform the livesof
Kenyans". Our vision is based on responsible, ethical business and tra nsformational products and
se rvices

KNTC has integrated sustainability into our corporate strategy. ln making the SDGS a central pillar of our
business, we have made sustainable development a part of the Corporation's business cutture. We

continue to translate our sustainability goals into concrete plans, from the medium-term objectives to
simple daily activities that cou ld be put into practice throughout the Corporation. The Board of Directors is

responsible for ensuring that sustainability is at the heart of our business strategy. The management
assumes the responsibility of leading, implementing, monitoring and reporting on sustainability
initiatives into the day-to-day operations of the Corporation

During the year under review, the sustainability priorities of the Corporation were keeping KNTC

customer-focused. We established and continue to estabLish numerous partnerships to enable us to
achieve our goats and have begun integrating the goals into our employees' a nn ual performance targets.

2. Environmentalperformance
Reducing the environmental impacts of what we do is a key priority for us. At KNTC, we believe that
reforestation wilt play a crucial role in reducing our carbon footprint and in curbing air poltution. We have
therefore made a strategic decision to become a major partner in the afforestation and reforestation
programmes in Kenya. We have set an ambitious target of ptanting 100,000 trees by 2027,and are working
closely with the Ministry of Environment and Forestry to help the country achieve the goal of 100/0 forest
cover by 2022. ln June 2023, the Corporation participated in the annual Kaptagat forest deforestation 1,000

trees were planted by the corporations.

3. Employee welfare Corruption Prevention
We recognise that corruption drives inequality by preventing fair access to economic power and basic
social needs. Therefore, we take steps to cultivate awareness and put anti-corruption monitoring and
corrective measures in pLace, and drive behaviour change in the society through collective action
initiatives. We have taken steps to cultivate awareness and put anti-corruption monitoring andcorrective
measures in place, and drive behaviourchange in societythrough collective action initiatives.ln FY2022123,

anti-corruption training of contract and full-time staff was conducted. We also provided customised anti-
corruption training on a department- by-depa rtment basis.

4. Market place practices
Our year-on-year tax remittances have contributed to the country's economic growth. Over the past five

Years' 
xviii



Kany. l.tlonrl Tr.ding Co.por.tlon Ltd
R.portr.nd Flnrnclrl Stdamantr
Fortha vaarandad Juna 30. 2023

\I(NTC
l.,rt . f5o.d Tr. t

5. CommunityEngagements
Meeting the society's expectations of the corporation invotves playing a positive role in communities
where we operate and in wider society. As a corporation, we make a conscious effort to participate in and

contribute to the development of the communities in which we operate. We do this by creating jobs and

using local SME manufacturers and suppliers under the Buy-Kenya-Buitd-Kenya initiative. We currentty
generate direct and indirect emptoyment and business opportunities for more than 1,000 Kenyans in

farming, manufacturing and distribution.

xtx
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X. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year endedJune
30, 2023 which show the state of the Corporation's affairs.

Principal activities

The principal activities/ma n date of the Corporation are:
1. Participating in the promotion of wholesale, retailbusiness and e-trade in line with Vision 2030and big

4 agenda, the medium-term plan and the parent N4inistry's Strategic Plan.

2. Promoting the devetopment of SMEs markets, expansion and d iversifications of trade in linewith
the Government Policy.

3. Partnering with other key players to avail relevant products/input for the agriculturatsector.

4. lmproving and strengthening the suppty chain and distribution systems for both the formaland
informal sector.

5. Stabitizing consumer commodity prices by ensuring balance in supply and demand through
availability of stocks/goods in the country.

6. Beinga Procurement Agent for the Governmentand general public at a minimum fee.

7. Participating in distribution ofgoods and services in speciateconomic zones.

Rcsults
The resu lts of the Corporation for the year ended J u ne 30, 2023 are set out on page 1-31

Dividends
Due to the loss of Ksh.23,512,297 generated as at 30rh June 2023 and retained earning of (Ksh.158,850,111),

the Corporation will not declare dividends to shareholders.

Directors

The members of the Board of Directors who served during the year are shown on page i,iii and iv.

Auditors

The Auditor GeneraI is responsible for the statutory audit of KNTC Ltd in accordance with Article 229of the
Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Leackey llla
Ag - Company Secretary

il
Date..!:\:5.\.A\ri*.....
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XI. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Pu blic Finance Ma nagement Act, 2012 a nd section 14 of the Stote Corporotions Act, requlre the
Directors to prepare financial statements in respect of the Corporation, which give a true and fair view of the
state of affairs of the Corporation at the end of the financial year/period and the operating resutts of the
Corporation for that year/period. The Directors are atso required to ensure thatthe Corporation keeps proper
accounting records which disclose with reasonable accuracy the financial position of the Corporation. The

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

The Directors are responsibte for the preparation and presentation of the KNTC'S financial statements, wh ich
give a true and fair view of the state of affairs of the Corporation for and as at the end of the financial year

ended on Ju ne 30,2023. This responsibility includes:
l. [4aintaining adequate financia[ management arrangements and ensuring that these continue to be

effective throughout the reporting period;

ll. Maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the corporation;

lll. Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statements, and ensuring that they are free from material misstatements,
whether due to error or fraud;

lV. Safegua rding the assets of the corporation;
V. Selecting and applying appropriate accounting poticies; and
Vl. Making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibitity for the Corporation's financial statements, which have been prepared using
appropriate accounting policies supported by reasonabte and prudent judgements and estimates,in conformity
with lnternational Financia t Reporting Standards (IFRS), a nd in the manner requ ired by thePFM Act, 2012 and the
State Corporations Act.

The Directors are of the opinion that KNTC'S financial statements give a true and fair view of the state ofthe
Corporation's transactions during the financial year ended June 30, 2023, and of the corporation's fi nancial
position as at that date. The Directors further confirm the completeness of the accounting records maintained
for the Corporation, which have been retied upon in the preparation of the fina ncia Istateme nts as well as the
adequacy of the systems of internal financial control.

Approval of the fi nancial statements

The Kenya National Trading Corporation's financiat statements were approved bythe Board on......
Septem ber 2023 and signed on its beh alf by:

/ic;*,
ussein Tene Debasso

Board Chairman
Peter Njoroge

Ag. Managing Director

xxr



ephone: +254-(2o) l2140oo
rail: info@oagkenya.go.ke

website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n h anc i n g A L' co u n t a b i I i 4'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box loo84-ooroo

NAIROBI

REPORT OF THE AUDITOR€ENERAL ON KENYA NATIONAL TRADING
CORPORATION LIMITED FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
arc fatly presented in accordance with the applicable financial reporting
framework, accounting standards and the relevant laws and regulations that have
a direct effect on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guideline.,s and manuals and whether public resources are applied in a
prudent, efficient, economic,. transparent and accountable manner to ensure
Government achieves value for money and that such funds are applied for intended
purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances lo guide intemal
operations. This responds to the effectiveness ofthe governance structure, the risk
management environment and the internal controls, developed and implemented
by those charged with governance for orderly, efficient and effective operations of
the entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the
financial year under review.

The three parts of the report are aimed at addressing lhe statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution,
the Public Finance ManagementAct,2012 and the PublicAuditAct,20lS. Thethree
parts of the report, when read together constilute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Kenya National Trading
Corporation Limited set out on pages 1 to 36, which comprise of the statement of
financial position as at 30 June, 2023, and the statement of proflt or loss and other
comprehensive income, statement of changes in net assets, statement of cash flows

Report of the Audilor-Ceneral on Kerrya National Trading Corporation Linited lor the financial year ended
30 June, 2023



and statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section
35 of the Public Audit Act, 2015. I have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, because of the significance of the matters described in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly,
the financial position of the Kenya National Trading Corporation Limited as at
30 June, 2023, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Financial Reporting Standards and do not
comply with the Public Finance ManagementAc.,20'12 and the Companies Ac1, 2015.

Basis for Adverce Opinion

1. Unsupported Adjuetments

Review of the financial statements revealed variances between balances reflected in
the financial statements and the supporting ledger as detailed below.

Financlal
Statements

Balancos
Kshs.

Ledger Balancos
Kehs.

Variance
Kshs.

Subsidy Fertiliz6r 15,534,767,319 't 5,553,762,319 18,995,000

Commodities Rice 225,91 1,000 517,862,500 291,951,500

Commodities Cookinq Oil 98.140.950 131.267,223 33,'.126,273
Commodities Rice 293,449,293 511,977 ,442 218,528,149
Rent lncome 93.525.217 92,196,638 1,328,579
Loss due to Foreign Exchange
Rates

18,934,689 18,934,690

Commodity lnsurance 27,843,093 27.U3.093
Bank Charges 17,',t72,145 18,236,417 1,0u,282
Oepreciation of PPE 32,427,121 33,933,234 '1,506,'t 13

lnterest on Loans & Finance
Leases

71,725,108 112,594,424 40,869,316

PPE 3.442,393,095 3,604,431,882 162,O38,787
lnventory 8,677,405,618 7,166,958,045 1,5'.t0,447,573
Claims Receivable 9.436,978 9,334,871 102,107
Rent Receivable 139,120,v7 137 ,791,773 1,328,574
Revaluation Durinq the year 811,142,877 81 1.398.066 255,189
Net Defened Tax Liability 131,971,862 93,955,094 38,016,768
Defened Grant lncome 70,774,9'.17 12.vl.440 58,433,477
Trade & Other Payables 9,7 t 1 ,691,973 9Av,55A,A2 257,135,761
lnterest Paid 71.125.108 2,299,919 69,425,189
Taxes Paid 56,267,529 185.863,856 242,13'.t,385
Foreign Exchange Loss 18,934,689 0 18,934,689
Accrued Audit Fees 1,350,000 1,550,000 200,000
Salary Withholdings 't, t80,000 1,103,995 76,005

Repon of the Auditor4eneral on Kenya National Troding Corporation Limited for the financial year ended

30 June, 2023
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ln the circumstances, the accuracy and completeness of the financial statements could
not be confiimed.

2. lnaccuracies in the Financial Statements

Review of the financial
inaccuracies;

statements submitted for audit revealed the following

Disclosed in Note 13 to the financial statements is increase in provision for
stock obsolescence amount of Kshs.65,469 while Note 23 reflects an increase
in provision of Kshs.394,424 resulting in an unexplained variance of
Kshs.328,956.

The statement of profit or loss and other comprehensive income erroneously
reflects total cost of sales of Kshs.18,995,433,075 which varies with the amount
reflected in the corresponding Note 7 to the financial statements of
Kshs.18,955,433,075 resulting to an unreconciled variance of
Kshs.40,000,000. ln addition, the statement reflects depreciation of property
plant and equipment of Kshs.32,427,120 while the corresponding Note 14 to
the financial statements reflects an amount of Kshs.4O,753,345 resulting to an
unexplained variance of Kshs.8,326,225.

m The statement of cash flows reflects decrease in non-current lease liabilities of
Kshs.353,237 which is at variance with the recomputed decrease of
Kshs.4,561,358. ln addition, Note 40 (a) to the financial statements reflects a
decrease in current lease liabilities of Kshs.S,311,443 while re-computation of
the change yielded an amount of Kshs.1,627,516.

tv Further, Note 20 reflects netbook value of Kshs.2,575,255,257 as al
1 July, 2022 while the asset valuation report adopted on the same date reflects
total revalued amount of Kshs.3,572,618,500 resulting in a revaluation surplus
of Kshs. 997,363,243. However, the statement of changes in net assets reflects
revaluation surplus of Kshs.81 1 ,142,877 resulting in an unreconciled variance
of Kshs.186,220,366. ln addition, the asset valuation report balances vary with
the reported revaluation balances as at 30 June,2023 of Kshs.3,386,398,134
resulting in an unreconciled variance of Kshs.186,220,366.

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

3. Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment net book
value of Kshs.3,442,393,095 as disclosed in Note 20 to the financial statements.
However, the following anomalies were noted.

3.1 Land without Ownership Documents

The property, plant and equipment net book value balance of Kshs.3,,142,393,095
includes land valued at Kshs.2,518,537,460 which further includes five (5) parcels of

Report of the Auditor-Ceneral on Kenya National Trading Corporalion Limited lor the financial year ended
30 June, 2023
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land located in Naircbi, Naivasha, Nanyuki, Nyahururu and Kapsabet whose
ownership documents were not provided.

ln addition, other records indicated that there is an unresolved dispute between the
Corporation and other parties in regard to ownership of parcels of land of undisclosed
size and value located in Bungoma and Nakuru Counties.

3.2 Unsupported Diminution of Land Value

As disclosed in Note 20 to the financial statements, during the year under review,
Management made a provision for loss amounting to Kshs.520,000,000 in respect of
parcels of land located on Loita Street in Nairobi and in Nakuru County.

Management has disclosed that the plot on Loita Street was irregularly surrendered to
the Commissioner of Lands and that a section of the plot of land in Nakuru has been
encroached upon and registered in the name of a third party. Although Management
explained that investigations by various agencies are ongoing, the current status of
the investigations was not provided. ln addition, approval for the provision, by the
Board of Directors and The National Treasury was not provided for audit. lt was
therefore not possible to confirm whether the loss in asset value amounting to
Kshs.520,000,000 resulting from the adjustment was valid and reasonable.

Further, the revalued balance does not include one of the plots of land in Nakuru that
had a carrying value of Kshs.32,928,000 before valuation and therefore no justification
for its provision.

ln the circumstances, the ownership, valuation and completeness of the land balance
of Kshs.2,518,537,460 could not be confirmed.

3,3 Misstatement of Property, Plant and Equipment

The netbook value of property, plant, and equipment is reflected as
Kshs.3,442,393,095, instead of the re-casted balance of Kshs.3,626,438,205,
resulting in an unexplained variance of Kshs.184,045,110. Further, the total net book
value of assets reflected in the assets register was Kshs.3,142,425,988 resulting to an
unreconciled variance of Kshs.299,967,107.

Further, the furniture and fitting reported depreciation charge for the year of
Kshs.612,947 varied with the recomputed depreciation charge in respect of furniture
and fittings as per the fixed asset register of Kshs.2,001,836 resulting to an
unexplained variance of Kshs.1 ,388,889.

ln addition, the cost or valuation of closing balance of property, plant and equipment
as at 30 June,2022 of Kshs.2,765,520,462 differs with the opening balance of
Kshs.2,759,300,367 as at 1 July, 2022 resulting to an unexplained variance
Kshs.6,220,095.

ln the circumstances, the accuracy, ownership, and completeness of the property,
plant and equipment net book value of Kshs.3,442,393,095 could not be confirmed.

Report of the Auditor-General on Kenya Nalional Trading Corporation Limited lor the financial year ended
30 June, 2023
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4. Misstatement of lntangible Asset Balance ..,

The statement of financial position and as disclosed in Note 22 to lhe financial
statements reflects intangible assets opening balance of Kshs. 16,966, 1 72 which
includes computer sofMare valued at Kshs.880,400. However, the software has never
been amortized since it was procured in the year 2014.

ln the circumstances, the accuracy of the intangible assets balance of
Kshs.16,966,172 could not be confirmed.

5. lnaccuracies in lnventory Balance

The statement of financial position reflects an inventory balance of
Kshs.8,677,405,618 as disclosed in Note 23 to the financial statements. The balance
includes 652,391 bags of subsidy fertilizer valued at Kshs.3,129,405,619 which was
not supported by ledgers.

ln the circumstances, the accuracy of the subsidy fertilizer inventory balance of
Kshs.3,129,405,619 could not be confirmed.

6. Long Outstanding and Unsupported Receivables Balances

The statement of financial position reflects trade and other receivables balance of
Kshs.1,877,247 ,428 as disclosed in Note 24 to the financial statements. The balance
includes a receivable bank guarantee balance of Kshs.1 ,000,000 which was not
supported. The trade and other receivables balance also includes receivables
amounting to Kshs.369,244,070, which have been outstanding for over 90 days out of
which an amount of Kshs.9,436,978 related to claims receivable and Kshs.1,672,192
related to bounced cheques have been outstanding for more than one year.

The trade and other receivables balance further included long overdue rent amounting
to Kshs.86,319,756 due from tenants who had vacated the premises. However,
Management did not provide evidence of efforts to recover the overdue rent.

ln addition, during the financial year under review, Management made a provision for
bad and doubtful debts amounting to Kshs.93,285,954 which was an increase of
Kshs.23,870,347 compared to the previous year's provision of Kshs.69,415,607.
However, Management did not provide the basis for provision for doubtful debts.

ln the circumstances, the accuracy, completeness and collectability of the outstanding
receivables balance of Kshs.1 ,877,247 ,428 could not be confirmed.

7. Bank and Cash Balances

The statement of financial position reflects bank and cash balances of
Kshs.3,018,559,203 as disclosed in Note 26 to the financial statements. The statement
also reflects a bank overdraft of Kshs.1,096,276,411 as disclosed in Note 35 to the
financial statements. However, certificate of bank balances for balances amounting to
Kshs.2,998,564,746 and the bank overdraft of Kshs.1 ,096,276,411 were not provided
for audit. Further, requests for independent third-party confirmation of balances from
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banks by the audit team were not honored. ln additionr the Mombasa depot cash
balance of Kshs.34,641 was not supported with a cash sr.. rve! report.

Further, Management provided a list of sixteen (16) bank accounts operated by the
Corporation, four (4) of which with unknown balances were not disclosed in the
financial statements. Further, bank statements, cashbooks and bank reconciliation
statements for the accounts were not provided.

ln the circumstances, the accuracy of the bank and cash balances of
Kshs.3,018,559,203 and bank overdraft balance of Kshs.1,096,276,411 could not be
confirmed.

8. lnaccuracies in Short-term Borrowings

The statement of financial position reflects short-term borrowings of
Kshs. '1 ,822,562,967 and KCB (Non-current) liability balance of Kshs.27,775,864 as
disclosed in Note 35 to the financial statements all totalling Kshs.1 ,850,338,831 .

However, the supporting schedule provided reflects an outstanding loan balance of
Kshs.1,737,751 ,718 resulting an unreconciled variance Kshs.112,587,113. ln
addition, the outstanding loan balance was not supported by a bank statements or
certificate of bank balance.

ln the circumstances, the accuracy, completeness and disclosure of the short-term
borrowings could not be confirmed.

9. Unconfirmed Finance Costs

The statement of profit or loss and other comprehensive income reflects finance costs
of Kshs.71,755,566 as disclosed in Note 16 to the financial statements. The costs
relates to interest expenses on short term loans and lease liabilities. Review of records
revealed that the agreement between the Corporation and the financier of short-term
loans provided for loan enhancement costs comprising of various charges and
interests. The charges included O.45o/o per quarter all-inclusive and negotiation fee
equivalent to 0.7 5o/o flal rate on the enhanced portion of the revolving composite trade
facility. However, scrutiny of the bank statements indicated that charges and interests
amounting to Kshs.257,479,067 had been paid as at 30 June, 2023 but have not been
disclosed in the financial statements.

ln the circumstances, the accuracy and completeness of the finance costs amounting
to Kshs.71,755,566 could not be confirmed.

10. lnaccuracies in Trade and Other Payables

The statement of financial position reflects trade and other payables of
Kshs.9,71 1,691,973 and as disclosed in Note 36 to the financial statements. Review
of payables records revealed the following unsatisfactory matters;

i. Comparison of a sample of payables balances amounting to Kshs.4,781,584,140
with third-party confirmations by the respective creditors revealed a payables
balance of Kshs.6,176 ,415,474 resulting to an unreconciled variances of
Kshs.1 ,394,831 ,334.
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ii. The trade and other payables balance of Kshs.9,71 1,691,973 includes an amount
of Kshs.37,646,808 in respect of income tax payabir:. However, Note 25 to the
financial statement reflects a tax recoverable of the same amount resulting to a
mis-classification of receivable as payable. ln addition, as disclosed in Note 25 to
the financial statements the amount excludes an income tax credit of
Kshs.10,076,699 for the year. This tax was calculated based on the operating loss
of Kshs.33,588,996 which should not be subjected to taxation. As a result, the tax
due has been understated.

iii. Further, tax arrears which includes penalties and interests amounting to
Kshs.39,399,921 relating to the period 201512016 lo 201912020 were not
disclosed in the financial statements.

iv. The trade and other payables balance of Kshs.9,711 ,691,973 includes an amount
of Kshs.41,994,207 in respect of accrued charges out of which a total of
Kshs.14,255,834 related to interest and penalty levied on the long outstanding
arrears on land rates in Nairobi City County. Further, documents relating to
amounts owed to the County Governments of Kiambu, Mombasa and Bungoma
amounting to Kshs.812,529, Kshs.2,273,578 and Kshs.272,374 respectively were
not provided for audit.

ln the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.9,71 1,691,973 could not be confirmed.

1 1. Unsupported Deferred lncome

The statement of financial position and as disclosed in Note 34 to the financial
statements reflects deferred income balance of Kshs.70,774,917. The balance is net
of payments amounting to Kshs.119,7'13,227. However, the payments were not
amortized in the statement of profit or loss and other comprehensive income as
required by lnternational Accounting Standard (lAS) 20 accounting for government
grants. Fu(her, the deferred income ledger was not provided for audit.

ln the circumstances, the accuracy and completeness of differed income of
Kshs.70,774,917 could not be confirmed.

12. Unsupported Other lncome

The statement of profit or loss and other comprehensive income reflects other income
of Kshs.97,921 ,424 which as disclosed in Note g to the financial statements, includes
rent income of Kshs.93,525,217. However, lease agreements for five (5) tenants
whose rental income amounted to Kshs.8,389,916 were not provided for audit review.
ln the circumstances, the accuracy and completeness of other income balance of
Kshs.97,921,424 could not be confirmed.

13. UnsupportedExpenditures

13.1 Selling arrd Distribution Costs

The statement of profit or loss and other comprehensive income and as disclosed in
Note 13 to the financial statements reflects selling and distribution costs of
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Kshs.72,726,435. However, sampled payment vouchers relating to selling and
'distribution expenses amounting to Kshs.6,435,692 were not proviCbd for audit while
payment vouchers amounting to Kshs.1,080,618 were not supported with records
such as local purchase order, delivery/inspection reports, procurement records and
approvals for the activities.

13.2 Unsupported Staff Travel and Subsistence

The statement of profit or loss and other comprehensive income reflects administration
costs of Kshs.224,148,414 as disclosed in Note 10 to the financial statements. The
amount includes staff kavel and subsistence amount of Kshs.48,104,035. However,
Management did not provide supporting documents such as requisition for activities,
approvals and evidence of travel to support the expenditure amount.

ln the circumstances, the accuracy and completeness of the expenditure of
Kshs.72,726,435 and Kshs.48,104,035 in respect of selling and distribution, and staff
travel and subsistence costs could not be confirmed.

14. Unsupported Payroll Expenditure

The statement of profit or loss and other comprehensive income reflects personnel
emoluments amounting to Kshs.109,029,083 and as disclosed in Note 11 to the
financial statements. However, salary payments vouchers for five (5) months were
not provided for audit review. Further, the salary payment for the month of
November, 2022 had not been posted in the system ledger.

ln addition, payment records supporting remiftance of Pay as You Earn (PAYE)
deductions for the months of April, 2023, May, 2023 and June, 2023 were not provided
and were not posted in the system ledger. lt was therefore not possible to confirm
whether P.A.Y.E deductions for the three months amounting to Kshs.4,728,979 was
remitted to the Kenya Revenue Authority.

ln the circumstances, the accuracy and completeness of personnel expenditure of
Kshs.109,029,083 could not be confirmed.

15. Unsupported Board Expenditure

The statement of profit or loss and other comprehensive income reflects Directors'
emoluments amounting to Kshs.1 1 ,263,651 and as disclosed in Note 1 2 to the
financial statements. However, payment of sitting allowances amounting to
Kshs.1,545,522 were not supported with minutes for the Board meetings and notices
to Board Members to attend the meetings.

ln the circumstances, the accuracy and completeness of Directors' emoluments of
Kshs.1,545,522 could not be confirmed.

16. Unsupported Sales

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.19,114,373,564 in respecf of sales as disclosed in Note 6 to the financial
statements. The following unsatisfactory issues were noted:
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16.1 Sale of Commodity Rice

The sales of Kshs.'19,114,373,564 includes an amount of Kshs.225,91'1,000 from
sale of commodity rice. The latter amount which further includes an amount of
Kshs.188,686,000 from sale of 104,270 bags of 25kg white rice. However, review of
the stores records and physical stock sheets indicated that as at 30 June, 2023, the
Corporation had only received 56,371 bags of 25kg white rice which were still held at
the warehouse. Therefore, the sales were overstated by Kshs.188,686,000.

16.2 Sale of Subsidy Fertilizer

Further, the sales balance of Kshs.19,1 14,373,5M includes an amount of
Kshs.15,534,767,319 from sale of subsidy fertilizer. However, the e-voucher system
redemption report reflected total sales amount of Kshs.15,308 p70j50 resulting to a
variance of Kshs.226,497, 1 69.

16.3 Sale of Commodity Cooking Oil

ln addition, the sales amount of Kshs.'19,1 14,373,564 includes commodity cooking oil
sales of Kshs.98,140,950, being sale of 26,386 of 2O-litre jerrycans of cooking oil.
Review of records including the ledger provided revealed that goods were released to
customers by the collateral managers upon the customer making payments to the
bank. However, records indicated that sales amounting to Kshs.131 ,267 ,223 were
made but only Kshs.98,140,950 was paid to the bank resulting to an unaccounted-for
sales amounting to Kshs.33,126,273.

16.4 Sale of Sugar, Magadi Salt and Cement

lncluded in the sales amount of Kshs.1 9,1 1 4,373,564 are sales totalling
Kshs.176,980,009 relating to the sale of sugar, Magadi salt and cement. Analysis of
the cashbook revealed total payments made to suppliers during the year amounting
to Kshs.220,171,195 which could not be recociled with Kshs.176,980,009. ln addition,
payments amounling to Kshs.77,453,568 were not supported with payment records
such as payments vouchers, invoices and evidence of delivery. Further, out of the
payment vouchers provided, payments amounting to Kshs.23,150,529 were not
posted to the trading items system ledger.

ln the circumstances, the accuracy and completeness of the subsidy fertilizer,
commodity rice and commodity cooking oil sales totalling Kshs.15,858,819,269 could
not be confirmed.

17, Unsupported Cost of Sales

The statement of profit or loss and other comprehensive income and as disclosed in
Note 7 to the financial statements reflects cost of sales amounting to
Kshs.18,955,433,075 which comprised of the cost of purchase and other incidental
costs- including fuel, subsistence allowances for the driver and other handling cost.
However, an amount of Kshs.3,420,665,757 was not supported with detailed analysis
of its composition as detailed below;
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Product Category
Amount
(Kshs.)

Fertilizer 174,566,668
Rice 1,640,247 ,288
Sugar 80,252,505
Magadi Salts 83,693,177
Cement 13,034,327
Hardware and Special Orders 49,119,774
Farm lnputs and lmplements 74,369,694
Others 997,670
Pulses 885,753,'t 00

Commodities Rice 253,449,293
Commodities Cookinq Oil 125,182,261
Total 3,420,665,757

Further, review of payment records revealed cash withdrawals amounting to
Kshs.6,725,220 that was used to pay staff as commodities handling charges at various
warehouses. However, the warehousing contracts indicated that warehousing charges
included handling charges. Although Management explained that the charges related
to other incidental costs no evidence in support of the costs was provided.

ln the circumstances, the accuracy and completeness of the cost of the sales could
not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya National Trading Corporation
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters
to report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources and sections of my report,
based on the audit procedures performed, lconfirm that public resources have not
been applied lawfully and in an effective way.
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Basis for Conclusion

L Noncompliance with the Public Sector Accounting Standards Board
Reporting Template

Review of the annual report and financial statements of the Corporation revealed that
the performance results as per the Report of the Managing Director and Chairman's
statement did not tally with the amounts reflected in the financial statements as
detailed below;

Item

Amount as per Report of
the Managing

Director/Chairman's
Statement

(Kshs.)

Actuals Amount as per
the Financia!

Statements
(Kshs.)

Sales Revenues 19.58 19.18

Gross profit 593M 159M

Net profit 61M (23M)

Operating profit 188M 38M

Asset Base 3.6 B 3.5B

ln addition, the appendix on transfers from other government entities, list of projects
implemented by the entity were blank.

ln the circumstances, Management did not comply with the Public Sector Accounting
Standards Board (PSASB) recommended reporting template.

2. Delay in Completion of Renovation of Karatina Warehouse

Note 20 to the financial statements reflects additions to work in progress balance of
Kshs.10,158,560. Review of records revealed that, on 5 December, 2022, a contract
was awarded to a contractor for the renovation of Karatina warehouse block 171 at a
contract sum of Kshs.17,090,290 for a contract period of sixteen (16) weeks
commencing on 27 February,2023. Physical verification of the works in February,
2024, revealed that the works were not complete and no evidence of extension of the
contract period was provided.

ln the circumstances, delays in completion of the contract may lead to cost over runs
and the public may not obtain value for money on this project.

3, lrregular Procurement of Assets

As disclosed in Note 20 to the financial statements, additions to assets amounted to
Kshs.88,422,081 comprising of Kshs.10,158,560, Kshs.615,815, Kshs.12,066,821,
Kshs.14,082,085 and Kshs.51,498,800 in respect of work in progress, machinery and
office equipment, computers and ICT equipment, furniture and fittings and motor
vehicles respectively. Review of the annual procurement plan revealed
that Management had budgeted an amount of Kshs.4,500,000 for computer hardware,
software, and accessories procurement. However, actual computer hardware
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procurement during the period totalled Kshs.12,066,821 resulting in an unbudgeted
procurement of Kshs.7,566,821. Further, thc additions in respect of furniture and
fittings, motor vehicles and machinery and office equipment were not in the
procurement plan for the year.

ln addition, a contract for the supply of assorted furniture was awarded to a supplier in
September, 2022 at contract sum of Kshs.11,689,500 vide Local Purchase Order
(LPO) No.4388. However, before delivery of the goods, the supplier requested to
modify the specifications of the furniture and vary the contract sum by an amount of
Kshs.2,688,585 to Kshs.14,378,085. The request was approved by the Evaluation
Committee and an LPO No.4518 for the additional amount issued in October,2022.
The variation resulted in increase in price contrary to Section 139 (3) of the Public
Procurement and Asset Disposal Act, 2015 that provides that no contract price shall
be varied upwards within twelve months from the date of the signing of the contract.

ln the circumstances, the public may not have obtained value for money in the above
contracts. ln addition, Management was in breach of the law.

4. lrregular Price Variation of Contract

The statement of profit or loss and other comprehensive income reflects administration
costs of Kshs.17 7,370,632 which as disclosed in Note 10 to the financial statemenis
includes staff welfare costs of Kshs.32,288,041. The latter amount includes
expenditure incurred on cleaning and tea making services. Review of records revealed
an addendum to adjust contract for cleaning and tea making services from
Kshs.362,400 per month to Kshs.512,400 per month.

The contract price adjustment was effective 27 February,2023, nine (9) months from
the original contract date of 30 May,2022. The adjustment resulted to an increase of
the contract price by approximately 42o/o which is more than 25o/o, allowable by the
law. ln addition, the variation arose after a request by the contractor and which an Ad-
Hoc Evaluation Committee irregularly approved to extend the contract.

ln the circumstances, Management was in breach of the law.

5. Under Utilization of the Enterprise Resource Planning System

The statement of financial position reflects intangible assets balane,e of
Kshs.6,122,324 which includes the Corporation's Enterprise Resource Planning
(ERP) system, net book value of Kshs. 5,241,924. Review of records revealed that
Management engaged a vendor for the supply, delivery, design, installation,
customization, testing, training and commissioning of an ERP system at a cost of
Kshs.17,473,080 in the year 2017. The vendor was further engaged, through a Service
Level Agreement, to provide continuous system support on errors arising in all
modules, implementing enhancements to meet new requirements and provide tlmely
and prompt responses.

ln addition, the user acceptance test agreement between the vendor and client dated
13 December, 2017, revealed that all finance modules were signed off as having
passed all tests including producing records and financial statements. lt was however,
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noted that the Corporation does not fully utilize the modules to generate cashbooks
and financial statements.

ln the circumstances, the public may not have obtained value for money in the system
contract.

6. Noncompliance with the Law on lmprest Management

Review of the imprest register provided revealed instances where Management issued
multiple imprests and undue delays in accounting for the imprests by offlcers. This
was contrary to Regulation 92 (5) of the Public Finance Management (National
Government) Regulations, 2015 which provides that a holder of a temporary imprest
shall account or surrender the imprest within seven (7) working days after returning to
duty station.

ln the circumstances, Management was in breach of the law.

7. Unauthorized Opening of Bank Accounts

During the year under review, Management operated sixteen (16) bank accounts out
of which eleven (11) bank accounts were opened with a local bank. However, The
National Treasury vide a letter dated 19 October, 2022 only authorized the Corporation
to open and operate one official bank account with the bank. The additional accounts
were opened contrary to Section 28 (1) of the Public Finance Management Act, 2012,
which states that The National Treasury shall authorize the opening, operating and
closing of bank accounts and sub accounts for all National Government entities in
accordance with regulations made under this Act.

ln the circumstances, Management was in breach of the law

8. Unauthorized Bank Overdraft

As disclosed in Note 35 to the financial statements, the Corporation had a bank
overdraft of Kshs.1,096,276,411 as at 30 June, 2023. Review of records revealed that
an agreement dated 10 January, 2023 between the Management and a local bank
provided for an overdraft limit of Kshs.100 million. However, the Corporation's dollar
account's bank balance for the period was over drawn by an amount of
Kshs.1 ,096,276,41 1 which was beyond the agreed limit by an amount of
Kshs.996,276,41 1 . Further, the approval from The National Treasury for the overdraft
was not provided. This was contrary to Section 7 of the Public Finance Management
Act,2012 which states that no official government bank account shall be overdrawn,
or any advance or loan obtained from a bank account for official purposes beyond the
limit authorized by The National Treasury in line with Section 28(4) of the Act.

ln the circumstances, Management was in breach of the law.

9. Wasteful and Avoidable Expenditure

During the year under review, the Corporation paid demurrage charges amounting to
Kshs.94,925,642 as a result of delay in clearing goods from several Container Freight
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Stations (CFSs). The costs were caused by delay in filing the requisite documentation,
time taken to amend errors in the bill of lading and delay in payment of requisite fees.
ln the circumstances, the public may not have obtained value for money on
expenditure on interest, penalties and demurrage costs.

10. lrregular Expenditure on Behalf of Parent Ministry

Review of expenditure records revealed several payments incurred to finance various
activities of the Ministry of lnvestment Trade and lndustry amounting to
Kshs.9,604,259. No sufficient justification was provided by Management for incurring
expenditure on behalf of the parent Ministry. Although Management explained that the
activities related to the Corporation's core mandate and had been budgeted for there
were no evidence linking the particular activities to the Corporation were provided.

ln the circumstances, the regularity of the expenditure could not be confirmed

1,,1. Lack of Approval of Supplementary Budget

The statement of comparison of budget and actual amounts reflects total income and
total expenditure final budgets of Kshs.588,698,630 and Kshs.557,900,930
respectively, against actual revenue and actual expenses on comparable basis of
Kshs.488,061,273 and Kshs.511,573,570 respectively. ln addition, Management
exceeded the budget provision in administration costs and finance costs by an amount
of Kshs.33,668,484 and Kshs.S8,155,566 or 18o/o and 428o/o ofthe budget. However,
no approval of the supplementary budget and reallocations by the Board of Directors
and The National Treasury was provided.

Further, the statement reflects budgeted government grants of Kshs.'t 42,500,000 and
actual receipt of Kshs.159,519,920 being recurrent grant of Kshs.107,019,920 and
development grant of Kshs.52,500,000 resulting to an overfunding by
Kshs.17,019,520 or approximalely 12% of the budget.

Further, the Corporation reflected commission income from sale of fertilizer of
Kshs.231 ,199,360 that was not budgeted for. This was contrary to Regulation 31(2\ oI
the Public Finance Management (National Government) Regulations, 2015 which
states that an Accounting Officer is responsible, in particular for ensuring that all
services which can be reasonably foreseen are included in the estimates and that the
estimates prepared are complete and accurate as possible.

ln the circumstances, Management was in breach of the law.

12. Non-Compliance with the One Third of the Basic Salary Rule

Analysis of the payroll for the year under review revealed that during various months
of the year, five (5) officers earned net pay that was below a third of their basic salaries.
This was contrary to Section 19 (3) of the Employmenl Act,2207 that states that an
employer may make deductions from an employee's salary provided the deductions
do not exceed twothirds of the employee basic salary.

ln the circumstances, Management was in breach of the law
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13. Unsupported Supply of Subsidy Fertilizer

During the year, Management sold a total of 3,302,848 bags of various varieties of
subsidy fertilizer. Review of records for a sample of quantities supplied revealed that
quantities specified in the Local Purchase Orders (LPOs) totalling 1,003,800 bags,
whereas the actual quantities delivered amounted to 1,913,269 bags. This resulted to
909,469 bags valued at Kshs.4,076,392,100 delivered without supporting LPOs as
detailed in the table below.

Product

Quantity
Supplied

(Baqs)

Quantity as
per LPO

(Baqs)

Quantity
Over-

Supplied
(Bass)

Price
Per
Bag

(Kshs.)
Amount
(Kshs.)

Kynoch 770,335 518,800 251,535 4,500 1 ,1 31 ,907,500

Prilled Urea 425,954 80,000 345,954 4,400 1,522,197,600

Yara Can 477,230 200,000 277,230 4,550 1,261 ,396,500

Microp Plus
topdressing

225,490 200,000 25,490 4,550 115,979,500

Yara Sulfan 14,260 5,000 9,260 4,850 44,911,000

Total 1,913,269 1,003,800 909,469 4,076,392,100

ln the circumstances, regularity of the oversupplied fertilizer could not be confirmed

14. Procurement of Bulk Commodities

During the year under review, The Cabinet approved positioning of the Corporation as
a key entity in stabilizing prices for essential goods and farm inputs through importation
and distribution initiatives and the establishment of strategic reserves. Review of
records established that approvals were granted for the importation of food
commodities, opening of a bank account for the programme, and authority to obtain
lines of credit totalling Kshs.24 billion for importation and distribution activities.

Further, on 1 December,2022, the Cabinet Secretary, National Treasury granted an
approval for use of Specially Permitted Procurement Procedure (SPPP) method in line
with the Corporations Procurement Policy for administrative and commercial activities.
Review of procurement records for a sample of contracts for the supply of various food
commodities, clearing agents, warehousing and collateral management services
totalling Kshs.55,056,420,174 revealed the following unsatisfactory matters;

Bidders submitted their quotations for the supply and delivery of bulk commodities
which were opened on 11 November,2022. However, the appointment letters for
the Members of the Tender Opening Committee and the five (5) Members of the
Ad-Hoc Evaluation Committee were not provided for audit.

I The bidders were subsequently notified of the awards on 2'l November, 2Q22
which was before the approval for use of SPPP on 1 December, 2022 and before
the professional opinion from the Manager - Supply Chain and Logistics
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recommending the award of contracts that was done on 22 November, 2O22. ln
addition, Management did not provide the approved Procurement Policy for
commercial activities that had been presented to the Cabinet Secretary while
seeking for approval to use SPPP.

The Evaluation Committee in its minutes signed of 18 November, 2022 indicaled
that thirty-one (31) bids were received and subjected to evaluation. Fourteen (14)
bids were found to be responsive and recommended for award of various
contracts. However, Management did not provide evidence on how the thirty-one
(31) bidders were identified.

Management explained that a list of nine hundred and seventy-one (971) customs
agents listed on Kenya Revenue Authority website for year 2022 was picked. A
Request For Quotations (RFas) for clearing and forwarding services of imported
commodities was sent to fifteen (15) of the customs agents. However,
Management did not provide the selection criteria of the fifteen (15) firms.

The Corporation leased several warehouses in Mombasa and Nairobi for storage
of the imported bulk commodities through restricted tendering method of
procurement without justification. ln addition, the agreements between the
Corporation and landlords of two (2) leased warehouses were not provided.

Management entered into a contract with a collateral management firm, for the
management and control of stock on behalf of the Kenya Commercial Bank for
goods procured through the line of credit. The collateral management firm was
procured using restricted tendering method. However, Management did not
provide for audit review procurement documents such as Tender Opening and
Evaluation Committee minutes.

ln the circumstances, lack of the approved procurement policy for commercial
activities, on whose basis approval for the use of Specially Permitted Procurement
Procedure (SPPP) method was provided, regularity of the procurement and value for
money for the expenditure incurred on the procurement of bulk commodities could not
be confirmed.

15. Commodity Beans

Review of records revealed that the Management awarded a contract to a company
on 10 May, 2023 for the supply and delivery of beans. On 23 May, 2023 Management
gave an undertaking to pay a financier within 30 days from the date of delivery of
goods. The financier was to finance the supplier with a working capital of
Kshs.5,443,500.

Management issued two Local Purchase Orders to the supplier dated 19 June, 2023
and the supplier delivered a total of forty thousand (40,000) 50 kgs bags of beans on
19 June, 2023 and 1 1 July, 2023. Thereafter, the supplier issued a credit note to the
Corporation which was acknowledged by the Corporation and released the beans
back to the supplier. However, on 9 December, 2023 the Corporation received a
demand letter from lawyers acting on behalf of the financier, seeking to be paid an
amount of Kshs.8,379,428 which included the principal of Kshs.5,443,500 and
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accrued interest for not honoring the undertaking to pay the financier. By the time the
demand letter was issued by the financier, the Corporation had released the beans to
the supplier. The undertaking by Management to pay the financier subjected the
Corporation to a risk of legal suit and loss of funds.

ln the circumstances, the legality of the contract for the supply of beans could not be
confirmed.

16. Loss of Commodities Stock

Review of records revealed losses of the imported commodities as outlined below;

16.1 Loss of Commodity Rice

Review of records revealed that one of containers holding 540 bags of 50Kg white rice
worth Kshs.2,970,000 was lost while in transit from the Port to a warehouse in
Mombasa. Although the Corporation wrote to demand compensation from the
clearing agent, the compensation was yet to be received as at the time of audit in
February,2024.

Further, the Corporation lodged insurance claims for the loss of 3,805 bags of rice as
a result of short landings, damages and handling during offloading and rebagging all
totalling Kshs.19,432,361 . The insurance claims were lodged with three insurance
companies which as at the time of audit in the month of February, 2024 had not been
honored. ln addition, review of insurance certificates revealed that the Corporation is
named as the insured in only one of the firms for which a claim of Kshs.5,808,800 was
made. The other claims with the remaining two (2) insurance firms had other
companies as the insured hence it was not clear why the Corporation was claiming
compensation from the insurance firms for a contract it was not party to.

16.2 Loss of Subsidy Fertilizer

Review of fertilizer subsidy records indicated that seven (7) trucks loaded with a total
of three thousand nine hundred and forty (3,940) bags of fertilizer products worth
Kshs.21,780,000 were lost while in transit. The agreement between the transporter
and the Corporation provided for the transporter to compensate the Corporation for
loss of goods while on transit. However, the Corporation lodged a claim with an
insurance company for compensation of Kshs.21,780,000 instead of claiming the
same from the transporter. The claim had not been honored as at the time of the audit.
Further, review of goods received notes, delivery instructions and dispatch reports,
revealed shortfall of 1,914 bags of fertilizer worth Kshs.9,977,292 rcceived in the
various KNTC and National Cereals and Produce Board (NCPB) Depots from the Port
of Mombasa. The losses have not been disclosed in the financial statements.

ln the circumstances, there is risk of loss of public funds from the loss of the
commodities. ln addition, the value for money for the Kshs.45,380,853 could not be
confirmed.
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17. Withheld lnventory Due to Rent Arrears

Physical verification of bulk commodities inventories undertaken in February, 2024
revealed that a total of 358,837 of 2O-litre jerrycans edible oil with a value of
Kshs.1,512,713,257 were stored at various Container Freight Stations. However, the
inventory was not accessible to the Corporation for sale due to rent arrears. ln addition,
rice stock of 27,015 bags worth Kshs.120,560,584 was held at a warehouse in
Mombasa due to non-payment of rent by the Corporation.

Management has explained that the non-payment was due to the irregular process
through which the warehouses were acquired by the Corporation and that the opinion
of the Attorney-General had been sought on how to handle the matter. However, the
mafter had not been concluded as at the time audit.

ln the circumstances, the quality and value for money for the goods worth
Kshs.1 ,633,273,841 withheld could not be confirmed.

18. lrregular Procurement of Legal Services

The Law Society of Kenya filed a law suit in April, 2023 seeking to stop the Corporation
from importing and selling duty free cooking oil and Management appointed an
advocate to act on its behalf. The advocate sent a fee note of Kshs.597,354,996 on
'l 1 July, 2023 which was discounted to Kshs.150,000,000 and Management made a
payment of Kshs.60,000,000 on 25 July, 2023 (202312024 financial year), being part
payment of the Kshs.1 50,000,000 However, Management did not provide
procurement documents to support the award of tender. ln addition, it is not clear how
a discount of Kshs.447,354,996 or approximately 75% was arrived at.

Further, the Corporation was issued with two (2) fee notes by the same advocate
amounting to Kshs.133,400,000 in respect of a different case. This litigation has not
been disclosed as contingent liabilities in the financial statements.

ln the circumstances, the regularity of the legal fees could not be confirmed.

The audit was conducted in accordance with ISSAI 4000. The standard requires that
I comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the
significance of the matters discussed in the Basis for Adverse Opinion and Basis for
Conclusion on Effectiveness of lnternal Controls, Risk Management and Governance
sections of my report, based on the audit procedures performed, I confirm that internal
controls, risk management and governance were not effective.

Report of the Auditor-Cenerql on Kenyo National Trading Corporolion Linited for the finuncial year ended
30 June. 2023

18



l. lnternal Control Weakness in Management of lnventory

Review of records and physical verification of various Corporation depots revealed
unreconciled inventory variances, discrepancies between recorded stock levels and
physical stock, delays in banking of cash sales, and an updated stores ledgers and
bin cards. Further, efforts by Management to dispose obsolete and expired products
worth Kshs.978,000 as detailed in the table below was not disclosed.

ln the circumstances, the existence of effective controls in inventories Management
could not be confirmed.

2. Weakness in Payment Voucher Processing

Review and analysis of data obtained from the system and cashbook data provided
revealed that, during the year under review, the Corporation's payment vouchers
(PVs) ranged between PV No. 6492 to PV No. 11884 resulting to a total of 5,393 PVs
out of which 2,917 vouchers were missing from the list of the posted vouchers in the
system. ln addition, various payments posted in cash books did not have voucher
numbers. Further, review of the Corporation sampled payment vouchers revealed that
vouchers amounting to Kshs.484,125,637 were not approved by the responsible
officer.

ln the circumstances, the existence of effective controls on payment voucher
processing could not be confirmed.

3. lncomplete Asset Register

The fixed asset register provided was incomplete as it lacked details of date of
acquisition of various assets, location, and asset tag numbers. This was contrary to
Regulation 139(1)(a) of the Public Finance Management (National Government)
Regulations, 2015 which states that the Accounting Officer of a national government
entity shall take full responsibility and ensure that proper control systems exist for
assets and that preventative mechanisms are in place to eliminate theft, security
threats, losses, wastage and misuse. ln the circumstances, existence of effective
internal controls on assets could not be confirmed.
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Item Normal Tradinq Rice Unit Quantity
Unit Price

Kshs.
Amount

Kshs.
Rice Depot Sindano Rice 50 Kgs bags 72 5,197 374,169

Rice Depot SPR Brown Rice 1 Kg (Pkt) 1,450 180 261,000
Rice Depot SPR Rice 2kgs Pkt 400 110,000

Kisumu Depot MRG Rice 50Kgs bags 2 9,000 18,000

Kisumu Depot MRG Classic Rice 2kss (Pkt) 99 400 39,600

Kitale Depot Mavuno Fruils Pkt 6 3,215 16,075

Nakuru MRG Classic Rice 2k9s (Pkt) '19 244 5,396

Nakuru Basagran Herbicide 5Ltrs bottles 21 7,360 154,560

Total 978,800



4. Weakness in Sales Management

Review of various sales ledgers revealed sales returns amounting to Kshs.37,589,172.
which Management has explained was as a result of errors such as double invoicing.
However, review of a sample of credit notes provided revealed that they were not
approved while journal vouchers were not provided.

ln the circumstances, existence of effective internal controls, including governance on
the sales returns could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standard requires that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal controls, risk management and overall
governance were operating effectively, in all material respects. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, 2015, I report based on my audit, that:

ll-

I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ln my opinion, adequate accounting records have not been kept by the
Corporation, so far as appears from the examination of those records; and,

The Corporation's financial statements are not in agreement with the
accounting records and returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective internal controls as Management determines is necessary to
enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Corporation's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Corporation or to @ase
operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act, 2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
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activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities which govern them, and that public resources
are applied in an effective way.

The Board of Directors is responsible for overseeing the Corporation's financial
reporting process, reviewing the effectiveness of how Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that
effective processes and systems are in place to address key roles and responsibilities
in relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit 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 my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or -in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them, and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) ot the
Constitution. My consideration of the internal controls would not necessarily disclose
all matters in the internal controls that might be material weaknesses under the lSSAls.
A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned. functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.
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As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticisrn throughout the audrt I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficrent and appropriate to provide
a basis for my opinion The risk of not detecting a material misstatement resultrng
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentronal omissions, misrepresentations, or the override of
internal control.

a Evaluate the appropriateness of accounting pohcies used and the reasonableness
of accounting estimates and related disclosures made by Management.

Conclude on the appropriateness of Management's use of the gorng concern basis
of accounting and, based on the audit evidence obtained, whether a materral
uncertainty exists related to events or conditrons that may cast signrficant doubt on
the Corporation's abrlity to contrnue as a going concern lf I conclude that a material
uncertainty exists, lam required to draw attentron in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion My conclusions are based on the audit evrdence
obtained up to the date of my audit report However, future events or conditions
may cause the Corporatron to cease to continue as a going concern

Evaluate the overall presentation, structure and content of the financral statements,
including the disclosures and whether the financial statements represent the
underlying transactlons and events in a manner that achreves fair presentation.

Obtain sufflcient appropriate audit evidence regarding the frnancial information and
busrness activities of the Corporation to express an opinron on the financial
statements.

. Perform such other procedures as I consider necessary in the crrcumstances.

I communicate with Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any signrficant
deficiencies in internal controls that are identified during the audit.

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

a

a

FCPA BS
AUDITOR-GENERAL

Nairobi

15May,2024
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.Keny. l{.tionaI Trrding Corporation Ltd
Reports and Financial Statemsnt3
For the vear cnded JunG 30.2023

(I(NTC
l.r.ny. Nrtlo..l Tria.g

XIII. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 3OTH JUNE 2023

Note 202212023

Kshs

19,114,373,564

(18,995,433,075)

158,940,489

231,199,360

390,139,849

97,92!,424

488,061,273

224,148,474

109,029,083

11,263,651

72,726,435

32,477 ,L20

300,000

449,894,703

38,166,570

71,755,566

(33,588,996)

(10,076,699)

202L12022

Kshs

2,7 L0,429,302

(2,398,817,s79)

311,611,723

311,611,723

94,2r0,930

405,822,653

92,654,925

73,885,153

11,575,550

55,686,341

32,242,593

192,508

266,237,080

139,585,573

L,928,778

137,656,796

41,297,039

REVENUES

Sales

Cost of Sates

Gross Profit

Commission lncome

Trading lncome

Other lncome

Total Revenues

OPERATING EXPENSES

Administration Costs

Personnel Emoluments

Directors Emoluments

Selling & Distribution Costs

Depreciation of Property &
Equipment

Other Expenses

Total Operating Expenses

Operating Profi t/(Loss)
Finance Costs

Profit/(Lo$) Before Taxation

lncome Tax Expense/(Credit)

Profi t/(Loss) After Taxation

OTHER COMPREHEI{SIVE INCOME

Grants from National Government

Reva Iuation Gain

Deferred lncome on Revaluation

Other Comprehensive lncome

Total Comprehensive
income/(Loss)

Earnings per share - Basic and
diluted
Dividends per Sha re

6

7

8

9

l0
11

72

13

l4

15

15

17

18

20

(23,5r2,297)

159,519,920

811,142,877

(121,709,710)

848,953,087

96,359,757

37,500,000

825,440,790 133,859,757

19 -7 3o/o 60



Kenya National Tr.ding Corporation Ltd
Reports and Financial Statements
For the vc.r cnded Junc 30. 2023

\I(NTC

XIV. STATEMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2023
2022t2023

Note Kshs

2021t2022

KshsASSETS

Non-€urrent Assets

Property, plant and equipment

Right of Use of Assets

lntanq ible assets

Total Non-Current Assets

Current Assets

lnventories

Trade and other receivables

Bank and cash balances

Total Current Assets

Total Assets

EQUITY AND TIABITITIES

Capital and Reserves

Share Capital

Revaluations Reserve

Retained Earnings

Capital and Reserves

Long Term l-iabilities

Rent Lease Deposits

Lease Liabilities (Non-Current Portion)

KCB (Non current)

Deferred Tax Liability

Rice Fund

Total Non-Current Liabilities

Current Liabilities

Lease Liabilities (Current Portion)

Short Term Loans

Trade and other payables

KCB Overdraft

Deferred lncome (Gra nt)

Total Current Liabilities

TOTAL EQUITY IABITITIES

Peter Wachira

Finance & Accounts Manager

ICPAK Reg No. 20417

3,017,387

1,822,562,967

9,711,691,973

1,096,?76,411

70,774,917

12,634,364,527

17,034,667,O10

Peter Njoroge

Ag- Managing Director

20

21

22

23

?4

26

3,442,393,095

12,939,343

6,122,324

3,461,454,751

8,677,405,618

1,877,247 ,428

3,018,559,203

13,573.212.249

2,57 5,255,258

15,903,642

11,324,248

2,602,483,148

102,968,548

691,936,235

284,955,133

1,079,859,916

17,O34,667,O10 3,582,343,054

27

28

29

32,000,000

3,621,785,654

(1 68,850,1 1 1)

3,484,935,543

15,878,629

9,781,457

27,775,864

131,971,862

660,000,000

845,407 ,412

32,000,000

2,810,642,777

(145,337,814)

2,697,304,96'

14,435,919

14,342,815

116,851 ,471

660,000,000

805,630,205

1,389,871

147,049,801

30,968,224

179,407,895

30

31

f,

33

31

35

36

35

34

3,682,343,054

g<,,
Hussein Tene

Debasso

Chairman



lcnyr t{.tlon.l Tr.dlnt Corporrtlon Ltd
Raportt and Fin.rchl Statrmants
For th. vc.randed Jun.30.2023

(KNTC
f..rf lfr.td D.arE

Co."o.i.o Un

o xv STATEMENT OF CHANGES tN EQUITY FOR THE YEAR ENDED 3OTH JUNE 2023

SHANE CAPITAL
REVALUATIOI{S

RESERVE

RETAIl{ED

EARl{llitGS TOTAT

x3h! K3h3 Kshs Kshs

Brbncc !r at lrt July 2021 32,000,000 2,8t0,u2,777.00 (24L,697,57L\ 2,600,94s,206

Net Profit/(Loss) for the year 96,359,757 96,359,751

Bll.n€c r3 at 3oth June 2022 32,00O,(xro 2.4to,6,.2,777 (1t15'337,8ltl) 2,697,3(H,963

B!l.nc. r3 !t lst July 2022 32.000,000 2,810,642,777 (1/15,337,81{} 2,697,304,963

Net Profit/(Loss) for the year (23,s12,297], 123,s12,297),

Revaluation Surplus 8t1,t42,877 811,142,877

Bal.nG. r3 et 3oth June 2023 32,000,000 3,621,785,55/t (168,850,1111 3.a8a,935,543



Keny. National Trading Corporation Ltd
Reports and Financial Strt€ments
For thc v..r .nded June 30. 2023

(I(NTC

XVI. STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 3OTH JUNE 2023

CASHFLOWS FROM OPERATING ACTIVITIES

Net Gash generated from/(used in) operating activities

CASHFLOWS FROM INVESTING ACTIVITIES

Acquisition of Computers & Office Equipment

Acquisition of Motor Vehicles

Buildings refurbishment Work in Progress

Purchase of Computers

Purchase of Furniture & Fittings

lnc rease/(Decrease) in Rent lease deposits

Net cash gencr.ted from/(used for) investing .ctivities
cashfl ows from Financing Activities

Recurrent grant Received

Development Grant Received

lncrease in Non-Current Lease Liabilities

Payments in relation to grant income

Proceeds from Borrowings (Finance Leases)

KCB Overdraft

Repayment of Borrowings (Finance Leases)

Net cash generated from/(used in) financing activities

lncrease/(Decrease) ln Cash & Cash Equivalents

Cash & Ca3h Equivalents atthe beginning ofthe Year

Cash & Cash Equivalents at the end ot the Year

Note 202212023 _ 2O2r'l2O22

Kshs Kshs

ao(a) (93,760,1s0) 129,788,624

20

20

20

20

20

30

18

18

31

34

35

35

35

1s9,519,920

(3s3,237)

(1t9,7 t3,227)

1,778,613,723

1,096,276,41r

2,914,343,s90

2,733,604,070

284,955,13326

26 3,0r8,559,203 284,955,133

-615,815

-51,498,800

-10,158,560

-12,066,821

-14,082,085

t,442,7t0

(86,979,37r)

-6,220,096

812,764

-s,4o7,332

37,500,000

-4,208,r2r

-88,158,776

11,559,139

-13,748,684

-48,640,200

75,74L,O92

209,214,041



.X.ny. Nrtional Tradint Corporrtion Ltd
Report3 rnd Finrncisl Statamonts

tI(NTC
K.nyr Xdooll T.ldng

vll. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTSFOR THE PERIOD ENDED

3OTH JUNE2023

1

l{ot.

9

10

2

3

4

5

6

1

8

7

1

BUDGET VS ACTUAL PERFORMANCE HOTES

,. Sales: Budgeted sales were kshs 2,638,573,088 but was adjusted to Kshs 8,735,250,088. The significant variance in sales

revenues is attributable to the fertilizer subsidy program in which the Corporation sold Kshs 15.5 billion. The actual sales

amounted to kshs 19.1 Billion representing a 1230/o achievement against the adjusted budget.

2. Net Sales: This represents the gross profit earned from sale of products. The Corporation had budgeted for Net sales of Kshs

274 million but later adjusted to Kshs 492 million. The actual achievement was Kshs 158 million. This was a result of the
fertilizer subsidy program in which KNTC was designated as the anchor agency.

Adiustmcnts Fin.l budget
Actu.l on

Comprrable
b.ris

Pertormrnce
Dlfferenc€

Pertormance
DifferGncC

Origin.l
budget

2022.2023 7022-2023 2022-2023 2022-20232022-2021 2022-2023

Kshs Kshs K3hs Krhs ohKshs

Rcvanue

8,735,250,088 19,114,373,554 10,378,123,476 1190/osales 2,638,573,088 6,097,677,000

(2,354,029,253) (5,879,422,205) (8,243,45r,458) (18,99s,433,075) (10,711,981.,617) 1300,6Cost of Sales

274,543,835 218,254,795 492,798,630 r58,940,489 (333,858,141) -680,hNet Sales

Rentallncome 93,544,000 (2,844,000) 90,700,000 93,525,217 2,825,2t7 30h

Transport lncome 4,800,000 4,800,000 4,023,793 1176,207) -16%

231,199,360 231,199,360 10006
warehousing,/commission

lncome
8,467,000 (8,467,000)

372,414 (27,s86) -70hParking lncome 600,000 (200,000) 400,000

588,698,630 488,061,273 (r00,637,3s7) -170kTotal lncome 381,954,835 206,743,795

Expen3es

22,172,911 l70kPersonnelEmoluments 114,502,000 16,600,000 131,202,000 r09,029,083

r90,779,930 224,448,414 (33,658,484) -180/6Administration Costs 124,053,000 56,726,930

21,000,000 11,263,551 9,736,349 460/oBoard Expenses r5,913,000 5,087,000

147,100,000 72,726,435 74,373,565 5t'hSetling & Distribution Costs 52,190,000 94,910,000

4r,020,000 32,427,720 8,592,880 2r|hDepreciation 35,020,000 6,000,000

13,600,000 7r,755,566 (58,155,566) -4280kFinance Cost 2,550,000 11,050,000

1,911,000 13,199,000 (10,075,699) 23,?75,699 1760kTaxation 11,288,000

46,327,360 8%Tot.l Exp.nditurs 355,616,000 202,28,,929 557,900,930 511,573,570

26,338,835 4,/r58,865 30,797,700 121,5t2,2971 (s4;m,997)Surptus for th. P.riod

710k90,000,000 90,000,000 107,019,920 17,019,920
Government Grants -

Recurrent

52,500,000 52,500,000 0%Government Grants -

Development
90,000,000 (37,500,000)

811,142,877 100%811,142,877Revaluation gain

773,852,800234,051,356 (33,041,r34) 173,297,7OO 947,r50,500Total Comprehcn3ive
lncoma
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3, Budgeted Rental lncome was adjusted downwards by 2,844,000 due to non renewal of expired lease contracts by some
tenants inorder to accomodate the im protatoin of food commodities business.

4. Commission lncome; The corporation earned a commission from the fertilizer subsidy program to cover its administrative
expenditures. This was previously not budgeted for.

5. Personnel Emoluments were adjusted upwards by kshs 16.6 million to cater for the expected salary adjustments. The

budget was underspent by 170lo by 30th June when the anticipated salaries review recommendations by SRC was not received
in the year.

6. Administration Cost3 were adjusted upwards by 66.7 million to cater for the increased expenditure on fertilizer subsidy
program. As at 30th June, the budgeted amounts were underspent by 18%.

7. Board Expenses were adjusted upwards by Kshs 5.08 million to cater for the planned trainings and induction for the new
board of directors. This was however under spent by 46010 as the new board started operation in June instead of March.

8. Selling & Distribution Costs had been budgeted at Kshs 52.19 million. This was ad.justed to 94.91 million as the Corporation
anticipated increase in sales activity due to the export business through setting up of the export trading centres, importation of
essential commodities and fertilizer subsidy programmes. As at 30th June, the corporation had spent only 72.72 million or 510/0

because the ETC business was yet to take off.

9. Finance Costs had been budgeted at Kshs 2.55 million but was later adjusted to kshs13.6 million. As at 30th June, the
corporation had spent 71.7 million becau se of the sho rt term loa ns necessitated by the im portatio n of esse ntia I co m mod ities
business.

10. Taxation had been budgeted at Kshs 11.288 million but was later adjusted to kshs 13.19 million as the Corporation
anticipated higher profit from operations. As at 30th June, the taxation charge was (Kshs 10.07 million) as a result of non

achievement of our profit targets.
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XVIII. NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

The Kenya National Trading Corporation Ltd was established under the Companies Act (Cap 486) in 1965. At

cabinet tevel, the Corporation is represented by the Cabinet Secretary for the Ministry of lnvestments, Trade

and lndustry who is responsible for the generalpolicy and strategic direction ofthe Corporation. The principal

activity of the Corporation is to Promote and increase wholesale and retail trade. The Corporation also
participates in the distribution ofa wider range of products such as; Rice, Fertilizer, Cement, Lime, Magadi

Salts, Building Materials, Human Salt, Farm inputs and products, Sugar etc.

1

For Kenyan Companies Act reporting purposes, the balance sheet is represented by thestatement of financiat

position and the profit and loss account by the statement of profit or lossand other comprehensive income in

these financial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement at re-

vatued amounts of certain items of property, plant and equipment, marketable securities and financial
instruments at fair value, impaired assets at their estimated recoverable amounts and actuarially determined
tiabilities at their present value. The preparation of financial statements in conformity with lnternational
Financial Reporting Standards (IFRS) allows the use of estimates and assumptions. lt also requires

management to exercise judgment in the process of applying the Corporation's accounting policies. The areas

involving a higher degree of judgment or complexity, or where assumptions and estimates are significant to
the financial statements, are disctosed in the Notes

The financial statements have been prepared and presented in Kenya Shiltings, which is the functional and
reporting cu rrency ofthe Corporation.

The financiaI statements have been prepared in accordance with the PFM Act, the State Corporations Act, and

lnternational FinanciaI Reporting Standards (IFRS). The accounting policies adopted have been consistently
applied to allthe years presented.
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3 APPLTCATTON OF NEW AND REVTSED TNTERNATTONAL FTNANCTAL REpORTtNG STANDARDS (rFRS)

i) Relevant new standards and amendments to published standards effective for the year €nded 30 June 2023

Tltle Deccription E fccthr. Date

IFRS 17 lnsu rance

Contracts (issued in
May 2017)

The new standard establishes principles for the recognition,
measurement, presentation and disclosure of insurance
contracts issued. lt also requires similar principles to be

applied to reinsurance contracts held and investment
contracts with discretionary participation features issued.
The objective is to ensure that entities provide relevant
information in a way that faithfully represents those
contracts.

The Corporotion does not rssue insuronce controcts therefore
this omendment will hove no impoct on these finonciol
stotements.

On or after I'r
January 2023.

IAS 8- Accounting
Policies, Errors, and
Estimates

The amendments, applicable to annual periods beginning
on or after lst January 2023, introduce a definition of
'accounting estimates' and include other amendments to
IAS I to help entities distinguish changes in accounting
policies from changes in accounting estimates.

The omendment hod no impoct on these finonciol stotements

On or after January
L,2023.

Amendments to IAS I
titled Disclosure of
Accounting Policies
(issued in February
2021)

The amendments, appticable to annual periods beginning
on or after lst January 2023, require entities to disclose their
material accounting policy information rather than their
significant accounting policies.

The Corporotion hos implemented the requirements of IAS 1

by disclosing its moteriol occounting policies insteod of
sig n i fico nt occou nti ng po li cies.

On or after January
L,7023.

Amendments to IAS 12

titled Deferred Tax

Related to Assets and
Liabilities arising from
a Single Transaction
(issued in May 2021)

The amendments, applicable to annual periods beginning
on or after 1st January 2023, narrowed the scope of the
recognition exemption in paragraphs 15 and 24 of IAS 12
(recognition exemption) so that it no longer applies to
transactions that, on initial recognition, give rise to equaL

taxable and deductible temporary differences.

On or after January
7,2023.

The Directors have assessed the applicable standards and amendments. Based on their assessment of impact of
application of the above, they do not expect that there witl be a significant impact on the corporation's fi na ncial
statements.
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ii) New and amended standards and inter retations in issue but not et eftective in the ear ended 30 June 2023

The Directors do not plan to apply any of the above until they become effective. Based on their assessment ofthe
potential impact of application of the above, they do not expect that there will be a significant impact on the
company's financial statements.

iii) Early adoption of standards

The Corporation did not early - adopt any new or amended standards in year 2023

Tltle DG3cription Eff.ctlvG D!t.

Amendments to IAS I
titted Classification of
Liabilities as Current or
Non-current (issued in
January 2020, amended in
October 2022)

The amendments, appticable to annual periods

beginning on or after lst January 2024, clatify a

criterion in IAS 1 for classifying a liability as non-
current: the requirement for an entity to have the
right to defer settlement of the tiability for at least
12 months after the reporting period

The amendments are

effective for annual periods

beginning on or after
January l, 2024. Earlier
a pplication is permitted.

Amendment to IFRS 15

titled Lease Liability in a

Sate and Leaseback
(issued in September
2022\

The amendment, applicable to annual periods

beginning on or after lst January 2024, requires a

seller-[essee to subsequently measure lease

liabilities arising from a leaseback in a way that it
does not recognise any amount of the gain or toss.

The amendments are

effective for annual periods

beginning on or after
January L, 2024. Earlier
application is permitted.

The amendments are

effective for annual periods

beginning on or after
January I, 2024. Earlier
apptication is permitted.

Amendments to IAS I
titled Non-current
Liabilities with Covenants
(issued in October 2022)

The amendments, applicable to annual periods

beginning on or after lst January 2024, improve
the information an entity provides about liabilities
arising from loan arrangements for which an

entity's right to defer settlement of those
liabilities for at least twelve months after the
reporting period is subject to the entity complying
with conditions specified in the loan arrangement.
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4. SUMMARYOFACCOUNT!NG POLIC!ES

The principal accou nting policies adopted in the prepa ration of these financial statements are set out below:

a) Revenue recognition
Revenue is recognized to the extent that it is probable that future economic benefits will flow to the
Corporation and the revenue can be reliabty measured. Revenue is recognized at the fair value of
consideration received or expected to be received in the ordinary course ofthe Corporation's activities,net of
value-added tax (VAT), where appLicable, and when specific criteria have been met for each of the
Corporation's activities as described below.

i) Sale ofgoods and services is recognized in the year in which the Corporation delivers productsto the
customer, the customer has accepted the products and collectability of the retated receivables is
reasonably assured.

ii) Rental income and warehousing income is recognized in the income statement as it accrues using
the effective lease agreements.

iii) Commission income is recognized as it accrues.

iv) lnterest income comprises interest receivable from bank deposits, and is recognised in profit or loss
on a time proportion basis using the effective interest rate method.

v) Parking income and transport income is recognized in the income statement as it accrues.

vi) Grants from National Government are recognised in the yea r in which the Corporation actuallyreceives
such grants. Recurrent grants are recognized in the statement of comprehensive income.
Devetopment/capital grants are recognized in the statement of financial position and realised in the
statement of comprehensive income over the useful life of the assets that has been acquired using
such funds.

b) ln-kindcontributions
ln-kind contributions are donations that are made to the Corporation in the form of actual goods and/or
services rather than in money or cash terms. These donations may include vehicles, equipmentor personnel

services. Where the financial value received for in-kind contributions can be reliably determined, the
Corporation includes such value in the statement of comprehensive income both as revenue and as an

expense in equal and opposite amounts; otherwise, the contribution is not recorded.

c) Property, plant and equipment
All categories of property, plant and equipment are initiatly recorded at cost less accumulated depreciation
and impairment losses. Certain categories of property, plant and equipment are subsequently carried at re-

valued amounts, being their fair value at the date of re-valuation less any subsequent accumulated
depreciation and impairment losses. Where re-measurement at re-valued amounts is desired, alI items in an

asset category are re-valued through periodic valuations carried outby independent external valuers.

lncreases in the carrying amounts of assets arising from re-valuation are credited to other comprehensive
income. Decreases that offset previous increases in the carrying amount of the same asset are charged
against the revaluation reserve account; aLl other decreases are charged to profit orloss in the income
statement.
Gains and losses on disposaI of items of property, plant and equipment are determined by comparingthe
proceeds from the disposaI with the net carrying amount of the items, and are recognized in profitor loss in

the income statement.
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d) Depreciation and impairment ofproperty, plantand equipment
Freehold land and capitalwork in progress are not depreciated. Capitatwork in progress relates mainty
tothe costs of ongoing but incomplete works on buildings and other civil works and installations.

Depreciation on property, plant and equipment is recognized in the income statement on a straight-line
basis to write down the cost of each asset or the re-valued amount to its residual value over its estimated
useful life. The annualrates in use are:
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Buitdings and civil works
Machinery & Office Equipment
Motor vehicles

Computers and related equipment
Fu rniture and fittings

2o/o

75o/o

20o/o

33.330/o

l5o/o

f)

Depreciation charge is recognized partty in the year of asset purchase and partly in the year of asset

disposal. ltems of property, plant and equipment are reviewed annually for impairment. Where the carrying
amount of an asset is assessed as greater than its estimated recoverable amount, an impairmentloss is

recognised so thatthe asset is written down immediately to its estimated recoverable amount.

e) lntangible assets
lntangible assets comprise purchased computer software, licenses and website devetopment which are

capitalized on the basis of costs incurred to acquire and bring to use the specific software. These costs are

amortized over three years from the year that they are availabte for use.

Amortization and impairment of intangible assets
Amortization is calculated on the straight-line basis over the estimated useful life of computer software of
three years. Alt computer software is reviewed annuatly for impairment. Where the carrying amount ofan
intangible asset is assessed as greater than its estimated recoverable amount, an impairment loss is
recognized so that the asset is written down immediately to its estimated recoverable amount.

S) Right of Use Asset

The right-of-use assets comprise the initial measurement of the corresponding lease liabitity, lease payments

made at or before the commencement day, less any lease incentives received and any initial direct costs. They

are subsequently measured at cost less accumulated depreciation and impairment [osses.

Whenever the entity incurs an obligation for costs to dismantte and remove a leased asset, restore the site on
which it is tocated or restore the underlying asset to the condition required by the terms and conditions of the
lease, a provision is recognized and measured under IAS 37. To the extent that the costs relate to a right-of-use
asset, the costs are included in the related right-of-use asset, unless those costs are incurred to
produce inventories.
Right-of-use assets are depreciated over the shorter period of lease term and useful tife of the underlying asset.

lf a lease tra nsfers ownership of the u nderlying asset or the cost of the right-of-use asset reflects that the entity
expects to exercise a purchase option, the related right-of-use asset is depreciated over the usefuI life of the
underlying asset. The depreciation starts at the commencement date of the lease. The right-of-use assets are

presented as a separate [ine in the statement of financial position.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

h) Lcases
The Corporation has leases for the godowns/depots in Kitale, Machakos, Wote and Meru. With the exception
of short-term leases and leases of low-value underlying assets, each [ease is reflected on thebata nce sheet as a

right-of-use asset and a lease liability. Variable lease payments wh ich do not dependon an index or a rate (such

as lease payments based on a percentage of sales) are excluded from the initial measurement of the lease

liability and asset. The Corporation classifies its right-of-use assets in a consistent manner to its property,
plant and equipment (see Note 21).

i) lnventories
lnventories are stated at the lower of cost and net realisable value. The cost of inventories comprises
purchase price, import duties, transportation and handling charges, and is determined on the First in first out
(FIFO) method.

Trade and other receivables
Trade and other receivables are recognised at fair values less allowances for any uncollectible amounts.These
are assessed for impairment on a continuing basis. An estimate is made of doubtful receivables based on a

review of alL outstanding amounts at the year end. Bad debts are written off after all effortsat recovery have
been exhausted.

k) Taxation
Current income tox
Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered

from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are

enacted or substantively enacted, at the reporting date in the area where the Entity operates and generates taxable

income. Current income tax relating to items recognized directly in net assets is recognized in net assets and not in

the statement of financial performance. Management periodically evaluates positions taken in the tax returns with

respect to situations in which applicable tax regulations are sub.iect to interpretation and establishes provisions

where appropriate.

Deferred tox
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and

tiabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of taxable temporary

differences associated with investments in controlted entities, associates and interests in joint ventures, when the

timing of the reversal of the temporary differences can be controlled and it is probable that the temporary

differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductibLe temporary differences, the carry forward of unused tax credits
and any unused tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit wil[
be availabte against which the deductible temporary differences, and the carry forward of unused tax credits and

unused tax losses can be utilized, except in respect ofdeductible temporary differencesassociated with investments in

controlled entities, associates and interests in.loint ventures, deferred tax assets are recognized only to the extent
that it is probable that the temporary differences witl reverse in the foreseeabte future and taxabte profit will be

available against wh ich the temporary differences can be utilized.

i)
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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 atl or part of the deferredtax asset to be utitized.

Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the extent that it has

become probabte that future taxable profits wilt allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year whenthe asset is

realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at

the reporting date.

l) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank. Bank account balances include amounts
held at the various commercial banks at the end of the financial year.

m) Borrowings
lnterest bearing loans and overdrafts are initialty recorded at fair value being received, net of issue costs
associated with the borrowing. Finance charges are accounted for on accruaI basis and are added to the
carrying amount of the instrument to the extent that they are not settled in the periodin which they arise. Loan

interest accruing d u ring the construction of a project is capitalized as part of the cost of the project.

n) Trade and other payables
Trade and other payables are non-interest bearing and are carried at amortized cost, which is measured at the
fair value of contractual value of the consideration to be paid in future in respect ofgoods and services

supplied, whether bitled to the Corporation or not, less any payments made to the suppliers.

o) Retirement benefit obligations
The Corporation operates a defined contribution staff retirement scheme for its current employees. The
scheme is administered by lnsurance Company of East Africa (ICEA). The Corporation's contributions to the
defined contribution retirement benefit scheme are charged to the income statement account in the year to
which they relate. The assets of funded scheme are held independently in a separate trustee administered
funds accou nt.
The Corporation also contributes to the National Social Security Fund (NSSF). The com pa ny'scontributions to
the defined contribution scheme and NSSF are charged to the profit & loss accountin the year to which they
relate. The corporation's obligation under the scheme is limited to specific contributions legislated from time
to time.

p) Provision for staff leave pay
Em ployees' entittements to ann ual leave are recognized as they accrue at the emptoyees. A provisionis made for
the estimated [iabitity for a nnual leave at the reporting date.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

q) Budget information
The original budget for FY 2022-2023 was approved by The National Assembly in April 2022.

Subsequent revisions or additional appropriations were made to the approved budget in accordance
with specific approvals from the appropriate authorities. The additional appropriationsare added to the
original budget by the Corporation upon receiving the respective approvats in order to conclude the
final budget. Accordingly, the Corporation recorded additionalappropriations on the 2022-2023 budget
fotlowing the Board of Directors' approval.

The Corporation's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financiaI statements. The financial statements are prepared on accrual basis usinga
classification based on the nature of expenses with the exception of grant income which is recognised
on a receipts basis in the statement of financial performance, whereas the budget is prepared on a cash

basis. The amounts in the financlal statements were recast from the accruaI basis to the cash basis and
reclassified by presentation to be on the same basis as the approved budget. A comparison of budget
and actual amounts, prepared on a comparable basis to the approved budget, is then presented in the
statement of compa rison of budget a nd actua la mounts.

ln addition to the Basis difference, adjustments to amounts in the financial statements are also made

for differences in the formats and classification schemes adopted for the presentation of thefinancial

statements and the approved budget.

r) Comparative figures
Where necessary comparative figures for the previous financial year have been amended orreconfigured
to conform to the required changes in presentation.

s) Subsequent ev€nts
There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended June 30, 2023.
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5. SIGNIFICANT JUDGMENTSAND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Corporation's financiaI statements in conformity with IFRS requ ires management to

make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,

assets and liabitities, and the disclosure of contingent liabitities, at the end of the reporting period.

However, uncertainty about these assumptions and estimates could result in outcomes that require a

material adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The Corporation based its assumptions and estimates on parameters available when the financial

statements were prepared. However, existing circumstances and assumptions about future developments

may change due to market changes or circumstances arising beyond the control of the Corporation. Such

changes are reflected in the assumptions when they occur.

Useful lives and residual values

The useful lives and residual vatues of assets are assessed using the following indicators to informpotential

future use and value from disposal:

. The condition of the asset based on the assessment of experts em ployed by the Corporation

. The nature ofthe asset, its susceptibility and adaptability to changes in technology and processes

. The nature ofthe processes in which the asset is deptoyed
o Availability of fund ing to replace the assets
. Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information available.Add itional

disclosure ofthese estimates of provisions is included in the notes.

Provisions are measured at the management's best estimate of the expenditu re required to settle theobligation

at the reporting date, and are discounted to present va lue where the effect is material.

Provision for Staff Leave Pay: E mployees' entitlements to an nua I leave are recognised as they accrue

to the employees.

Provision for Bad & Doubtful Debts. The estimated provision for doubtful debts is based on theperiod for

which the debt was outstanding.

Provision for stocks obsolescence. The provision for stocks obsolescence is based on the cond itionof the

stock item and whether the corporation stands to recover its investment from the stock item.



Kcny. N.tion.l Trading Corporatlon Ltd
Rcports.nd Financial St.tementr
For the ve.r .nd€d June 30. 2023

a
(I(NTC

Co.DoEUo.t Ltd

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6 SALES

Product Category

Fertilizer

Rice

Sugar

MagadiSalts

Cement

Hardware & Special Orders

Farm lnputs & lmplements
Others

Pulses

Subsidy Fertilizer

Commodities Rice

Commodities Cooking Oil

TOTAL

COST OF SALES

Product Category
Fertilizer

Rice

Suga r

Magadi Salts

Ceme nt
Hardware & Special Orders

Farm lnputs & lmplements
Others

Pulses

Subsidy Fertilizer

Commodities Rice

Commodities Cooking Oil

TOTAL

19,U4,373,564

202212023

200,888,429

1,762,895,016

96,532,839

98,825,716

14,521,939

62,596,147

86,152,177

r,245,930

931,894,500

15,534,767,319

225,911,000

98,r40,950

202t12022

234,2r2,140

2,256,681,094

700,232,449

s0,279,867

25,648,525

3t,790,972
11,364,890

279,364

2r7tO,429 r3OL

202L12022

209,499,779

2,003,474,309

86,956,760

43,418,943

27,750,432

23,754,762

9,793,s39

169,653

2,398,817,579

202y2022

9r,508,356

1,445,172

372,414
, 884,988

94,210,929

7

202212023

174,566,668

1,640,247 ,288
80,252,505

83,693,177

13,034,327

49,Lrg,17 4

74,369,694

997,670

885,753,r00

15,534,767,319

293,449,293

t25,t82,25t

8 COMMTSSTON TNCOME

Commission lncome

9 OTHER INCOME

Rent lncome

Warehousing lncome

Loss/ Profits due to Foreign

Transport lncome

Parking lncome

Decrease in Provision for leave

18,955,433r075

202212023

231,199,360

231,199,350

93,525,2r1

4,023,793

312,4t4

97,92L,424
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O ADMINISTRATION COSTS

Staff Travel & Subsistence Costs

Training Expenses

Staff Welfare Costs

Communication Services

Printing, Advertising & lnformation Supplies

Rent, Security & Parking Fees

Lega[ & Professional Services

Office & General Suppties

Motor Vehicle Expenses

Commodity lnsurance

Loss due to foreign exchange rates

Repairs & Maintenance of Assets

Bank Charges & lnterest

11 PERSONNELEMOTUMENTS

Sa laries & Wages

Pension & Gratuity

Provision for Staff Leave

The number of Employees at the end of the year was;

Permanent Employees - Management

Permanent Employees - Unionisable

Temporary & Contract Employees

Total

202212021

48,104,035

5,673,587

32,288,041

7,75r,354

4,833,182

28,232,798

10,105,652

5,488,659

13,3r1,379

27,843,093

18,934,689

3,409,802

t7 ,772,145

202112022

17,853,136

7,720,650

20,095,678

4,207,57L

3,222,602

77 ,451 ,727

4,s88,8s4

4,460,754

10,532,468

1,450,835

1,064,649

224,t48,4L4 921654,gE

202212023

97,149,423

8,645,762

3,233,898

202112022

55,897,009

7,988,154

109,029,083 73,88s,r63

202212023
-70

7

85

202t12022

49

11

50
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12 OIRECTORS' EMOLUMENTS

Board Travel & Subsastence Costs

Board Sitting Allowance

Board Training fees

Chairman's Honoraria & Telephone

Board Medical Cover

Board General Expenses

13 SELLING & DISTRIBUTION COSTS

Marketing & Promotional expenses

Repairs & Maintenance of trucks

Telephone for Sales Staff

Travellinq & Subsistence for Sales

Fuel for Trucks

Provision for Bad Debts

Provision for Stock Obsolenscense

Tendering Costs

Fumigation of Warehouses

Total Selling & Distribution Expenses

14 DEPRECTATION

Depreciation of Property pla nt & Equipment
Amortization of lntangibte Assets

Depreciation of Right-of-Use Assets

Total Depreciation

15 OTHER EXPENSES

Corporate Social Responsibility

Donations

lnterest & Penalties

15 FINANCECOSTS
lnterest on Loans & Finance leases

lnterest on Lease Liabilities

Total Finance Costs

40,753,345 32,242,593

202212021

300,000

202112022
82,508

1 10,000

202212023

5,719,522

4,500,000

783,000

1M,129

117,000

2021t2022

4,479,746

5,160,000

428,000

660,081

847,723

11,263,551 11,575,550

2022120a3

11,898,266

4,337,775

142,500

32,742,524

23,870,347

65,469

1,000

258,554

2021t2022
6,071,816

3,140,345

1 10,689

14,994,193

3,716,147

27,283,872

3-4,668

4,000

330,612

72,726,435 55,585,341

202212023

37,427 ,Lzr
5,36t,924
2,964,300

2021t202?
24,713,044

5,401,924

2,127,625

202212023

7 L,725,t08

30,458

300,000 192,508

2021t2022
1,906,916

21,86r

71,755,566 L1928r777
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17 TAXATION
INCOME TAX EXPENSE/(CREDIT)

lncome tax on profits calculated at domestic rate - 300/0

Current Tax: Prior year under/(over) provision

Current year deferred tax charge (note 32)

U nder/(over) provision of deferred tax in prior years

lncome Tax Charge

202212023

(10,076,699)

202112022

41,297,039

(10,076,699) 41,297,039

18. GRANTS FROM NATIONAL GOVERNMENT
Develo ment rant received from the N ationa I Government for the UT se of refurbishin the ro

EARNINGS PER SHARE

The earnings per share is calculated by dividing the profit after tax by the average number of
Ordinary shares in issue during the year of32,000,000. There were no ditutive or potentially ditutive
ordinaryshares as at the reporting date. The corporation reported a profit after tax of Ksh. 61

mitlion d u ring the financial year.

rties

19

FY 2022-2023 FY 202L-2022
DATE RECEIPT NO DEPARTMENT AMOUNT

28/09/2022 KNTC.RCPT 46747 STATE DEPARTMENT OF CO-OP 5,625,000.00 37,500,000

STATE DEPARTMENT OF CO.OP 5,625,000.0020/L2/2022 KNTC.RCPT 45847

STATE DEPARTMENT OF CO.OP 16,875,000.00L7 /LLl?022 KNTC.RCPT 46745

15,875,000.0027/t2/2022 KNTC.RCPT 45846 STATE DEPARTMENT OF CO-OP

73/03/2023 KNTC-RCPT 51115 STATE DEPARTMENT OF CO-OP 33,000,000.00

L3/06/2023 KNTC-RCPT 51139 STATE DEPARTMENT FOR TRADE 19,519,920.00

74/06/2023 KNTC.RCPT 51145 STATE DEPARTMENT FOR TRADE 32,000,000.00

30,000,000.0008/07 /2022 KNTC-RCPT 51244 STATE DEPARTMENT OF CO-OP

159,519,920.00 37,s00,(x)0TOTAL GRANT



Kenya National Trading Corpor.tion Ltd
Reports .nd Financial StatementsFor the year ended June 30, 2023
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20. SCHEDUTE OF PROPERTY, PLANT AND EQUIPMENT

DES(ruPnO tAiID BUIl,OINGS

woRr I

PROGRESI

MAOTIT{ERY AND
OFFICE EQIJIPUEXT

COMPI'TERs &
ICI EQIJIPiIEI{T

FURNITURE &
FITTINGS

oTon
vEt{cLEs TOTAL

COST OR VALUATION

A3 ar l5t July 2021 1.6t9.210.000 't,0qr,6t2,200 (i1,61.4,i!r8) 6,364,020 10,936,528 ,4.052.010 3,l,,loo,OO0 2,711,965 ,O22

Additions 3,725,610 4,U4,448 78,510 4.207.983 1,933,603 t 5.955.285

Loita Street & Nakuru Plots) 63.390.540 63.390,5,{0

Development Grant

Less Provision for Loss (Loita Streel (63.390.540) (63,390,540)

A5 at 30th Junc 2022 1,599,210,000 1,00,t,337.810 (0) 6,142,530 15,1,44,51 1 5.985.613 34,,{00,000 2,7 65,520,162

DEPRECIATION

As .t lrt rut 2021 120,O73,161 2,E90,953 5.l3O,ill0 3.057.33i| 3,t.,t00.000 165,552, t 61

Charge for the year 20,012,244 861 123 3.226.711 612,947 24,713,U4

A5 at 30th run 2022 '1,00,085.708 3.752.O76 8.357.1,tl 3,670,28'l 3,r,,r00,000 '190,255,205

NET EOOX VALUE

As at 3Oth June 2022 't.699.2r 0,000 461.252.102 (0) 2,690,,15,4 6,7A7,370 2,315,332 2.57 5.255.257

?t 202112022

COST OR VALUATION

Ai .t lrr rut 2022 t.699,210,000 1 ,o0,1.3I7.8 t O 6,364,O20 10.936.528 4,052,010 3,{.,1O0.00O 2.759.300,367

Additions r0.158.560 m 615,815 12,066,821 14,082,085 51,498.800 88,,422.081

Revaluation Surplus/ (Loss) 819.327,460 (14,812,200) 5,025,940 t7p13,O31 5,578,640 (r 5.950.000) a11,112,A77

Loita Street & Nakuru Plots) 520,000,000 520.000.000

Development 6rant
Less Provision for Loss

(Loita Street & Nakuru Plots) (520.000.000) (520,000,000)

As at 30th Juno 2023 2.51E,537.460 989.525.510 10,158,550 12,OO5,775 3,{,976,385 23,712,735 59,9,48,800 3,171,420,215

DEPRECIATION

As at lst July 2022 1,10.085.708 3,752,O76 E,357,1,l l 3,057.33.1 3,(,/t00,000 189.652,259

(140.085.708) /.3,752,076) {8.357.141) (3,057,334) ( 34.400.000) (t 89,652,259)

Charqe for the year 19,7 r 6,000 980,963 3,226,731 612,947 7.890.480 ,2,127,120

As al foth Junc 2O23 19,?16,000 980,963 3,226,731 612,911 7,890,,t80 32.127.120

NET BOOX VALUE

At rt 30th Jun 2023 2,5t8,5t7,45l' 959,809,510 i0.t58,560 11,021.412 31.749.555 23,099,788 52,058,120 3,,t12,393,095

a) Loita Street plot 1R.209/103430 valued at ksh 485 million in the accounts was irregularly transferred to commissioner of lands.
b) Part of Nakuru plot LR.6/158 valued at Kshs 35 millionm \.,/as irregularly acquired by a private developer and a godown constructed on it
c) Kisumu plot LR. 3/52 is char8ed against trade guarantees with KDC Ltd.
d) The Corpration received a grant ot Kshs 22.5 million for the refurbishment of the Karatina Warehouse.
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21 RIGHT-OF-USE ASSETS

Buildings
Cost b/f
Additions

Written off

Total c/f

Accumulated Depreciation

Balance b/f
Charge for the Year

Disposal/ Written Off

Balance

Carrying Amount

22(a) INTANGIBTEASSETS

Opening Balance

Addition

Accumulated Armotization

Written down Value

23 INVENTORIES

2022l2O2t

17,946,143

0

U

2021t2022
13,198,943

10,327,200

-5,580,000

17,946,143 17,916,113

2,042,500

2,954,300

U

5,006,800

2,500

2,120,000

-720,000

2,042,500

12,939,341 15,903,643

202212023

16,966,172

(10,843,848)

2021t2022
16,726,172

(s,401 ,924)

6,122,321 11,324.248

202212023

7 ,987 ,486

92,033,513

591,229

6,345,592

903,340

32,180,990

584,180

108,887

133,',I38,047

3,129,405,619

3,453,892,s97

1,821,212,940

(978,800)

202112022

Fertilizer

Rice

Sugar

Magadi Salts

Cement

Hardware & Special Orders

Farm lnputs & lmplements

Others

Pulses

Subsidy Fertilizer

Commodities Rice

Commodities Cooking Oil

Provision for stocks Obsolescence

46,797,038

31,079,384

4,702,U2

1,514,081

3,148,505

16,311,075

(s84,375)

8,577,4,J5,514

21

102,958,549
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24 rneoe a orHER REcEIvABLES

(a) TRADE RECEIVABLES

Government Debtors

Rice Debtors

Private Debtors

Total Trade Receivables

(b) OTHER RECEIVABTES

Rent Receivable

Commission receivable

Subsidy Receivable

Staff Purchase Scheme

Receivable bank Guarantees

A/c Receivable D.l.T.

Salary advance

Staff lmprests

Claims Receivable

Bounced Cheques receivable

Prepaid Expenses

Deposit for Motor Vehicles

Deposits

Prepaid Stock

VAT & Withholding VAT Recoverable

Total Other Receivables

Total Trade & Other Receivables

Less Provision for Doubtful debts

Net Trade 6a Other Receivables

25 TAX PAYABLE/(RECOVERABTE)

At the beginning of the year

lncome tax Charge/(Credit) for the year-

note 1 7

Under/(over) provision in prior years

Tax Paid during the year

At the end of the year

970 533,382 761,r51,842

(93,285,954) 69,415,507)

1,877 ,247,428 691,935,23s

202212023

29,856,499

2021t2022

(4,688,721\

202212023

62,056,777

336,870,718

25,079,526

2020t2021

92,469,923

482,'t34,134

26,076,146

424,007,O21 600,680.203

139,120,347

73,281,698

1,174,926,725

1,000,000

603,182

3,711

3,478,015

9,436,978
-t,672,192

87 4,540

142,128,975

1,546,526,362

126,31 3,370

48,300

1,000,000

503,182

27,576

834,900

9,436,978

1,672,',t92

18,230,000

874,540

762,934

867,667

160,671,639

I

(10,076,699)

81,978,664

(64,111,656))

41,297,039

(6,751,819)

(37,546,808)

22

29,856,499
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26 BANKANDCASH BATANCES

Cash at Bank

Cash in Hand

202212023

3,018,31 3,691

245,512

2021t2022
283,185,381

1,769,752

3,018,559,203 284,955,133

All of the cash at bank was held at KCB Bank, ABSA Bank PLC, Co-operative Bank and
National Bank the Corporation's main bankers.

23
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The make - up of bank balances and short term deposits is as follows:

Financial institution Account number
2022/2023 2021/2022

KShs KShs

a) Current account

ABSA Bank 0701788990 1 ,944,642 27,185,105

National Bank 01003002924900 265,505 459,011

Co-operative Bank 01136028861700 19,477,596 3,318,81 5

Co-operative Bank 0113602886'1701 144,294,045 23',t,549,950

ABSA Bank 2046098318 -t7 
,538,798 20,671,500

KCB - Main Current Account 1305267 67 2 4,960,583 0

KCB - Dollar Account 1305267737 0

KCB-1310600880 1310600880 30

KCB - Feftilizer Escrow 1310600686 1,088,225,845 0

KCB - Rice Escrow 1310500791 226,007 ,580 0

KCB - Cooking Oil Escrow 0310600910 98,455,917 0

KCB - Lamar Escrow 1 31 2069368 1 ,417 ,1 43 ,1 49 0

Sub- total 3,018,313,691 283,185,381

b) Others

Head Office 2,180

Rice Depot 8,5 07

Machakos 2,436

Na kuru 26,590

Kisumu 27 ,595

Eldoret 97,370

Kitale 20,269

Nairobi 2 19,529

Meru 2,351

MDs Office 4,045

Mombasa 34,U'l

Total Petty Cash Balances 245,512 324,780

Undeposited Funds

M pesa 1 ,444,97 2

Sub- total 245,512 1,769,752

Grand total 3,018,s59,203 284,955,133

24



Keoli :\ilionrl Trrding Corporrlion Ltd

R€ports rnd llnincirl Strtemenis

For thc yerr ended Junc 30, 202-1

.--,
(I(NTC

X.nyr Ltlroi.l T..dinc

27 SHARECAPITAL 202212023 202t12022

Ordinary shares lssued and fulty paid

l.6million shares of ksh.20 each 32,000,000 32,000,000

28 REVALUATIONSRESERVE

The revaluation reserve relates to the revaluation of certain items of property, plant and equipment. As

indicated in the Statement of Changes in Equ ity, th is is stated after transferof excess depreciation net of
related deferred tax to retained earnings. Revaluation surpluses are not distributable.

Balance as at 1st July 2022

Reva Luation During the year

Balance as at 30th June 2023

30 RENT TEASE DEPOSITS

Rent lease deposits b/f

Deposits by tenants

Refunds paid to Tenants

Rent lease deposits c/f

31 LEASE IIABIIITY

Maturity Analysis

2025/26

2027 /28

Less: unearned interest

Analysed as:

Non-Current
Current

(1s,878,629) (14,435,919)

202212023

2,810,642,777

8LL,742,877
3,621,785,654

202012021

2,8t0,642,777

2,81O,642,777

29 RETAINED EARNINGS

The retained earnings are as per the statement of changes in Equity

(14,43 s,919)
(1,442,710\

(1 3,623,1 5 5)

(812,1U)

2022-2023
Kshs

12,931,718

12.931.718
(132,873)

12.798.844

9,781,457

3,017347

2021-2022

5,707,695

10,197,200

1s.904.895

(172,209)

15.732.686

14,342,815

1,389,871

25
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32 DEFERRED TAX LIABILITY

Balance at the beginning of the year

Accelerated Capital Allowance

Tax losses carried forward

Provisio ns

Net deferred tax liability

Opening Ba [ance

Grants received (Note 18)

Payments

Balanc€ as at 30th June 2023

131,971,862 116,8s1,471

2022t2023
lGhs

116,851,471

5,183,775

9,936,616

2021t2022
Kshs

4,224,137

43,601,344

69,02s,990

33 RICE FUND
This Represents grants received to purchase rice from farmers for onward selling

2022t2023

Balance b/f
Grants Received

Drawings from the fund

660,000,000

Balance c/f 660,qro,000

2021t2022

660,000,000

660,qro,uro

34 DEFERRED GRANT INCOME
Deferred grant income relates to capital contributions received from the NationalTreasury
for refurbish ment of warehouses.

202212023

30,968,224

1s9,519,920

(ttg ,7 t3 ,227\

202,.12022

8r,627,000

37,s00,000

(88,158,776)

70,774,9t7 30,968,224

26
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35 BORROWINGS

Short Term Loans

Batance at the beginning of the year

lnterest Accrued during the year

AdditionaI Borrowing during the year

Repayments during the year

KCB Overdraft Doltar Account

Finance Lease balance at end of the year

Less Amounts Due within 1 Year (Current)

Amounts Due after l Year (Non-Current)

KCB Overdraft Doltar Account
Total

36 TRADE&OTHERPAYABTES

Trade Payables

Accrued Charges

lncome Tax Payable

Accrued Audit Fees

Claims Payable

Accrued Leave Days

Salary Withholdings

Accrued Directors Fees

Accrued Gratuity/Pension

Statutory Creditors

The analyses of the Fina nce [eases is as fotlows:

Finance Lease from KCB

Post lmport Financing from KCB

2022t2023

71,725,108

1,778,613,723

1,096,276,411

2.946,615,242

L,822,562,967

27,775,864

1,096,275,411

2.94615151242

33,268,800

1,817,070,031

2022t2023
9,613,646,195

41,994,207

37,646,808

600,000

129,288

7,846,141

1,966,693

100,000

5,679,404

2,083,236

2021t2022
1,686,722

502,823

11,559,139

(13.748.684)

2021t2022
60,242,103

41,387,328

29,8s6,499

1,350,000

129,288

4,612,242

1,180,495

1,180,000

5,402,945

1,708,901

9,711,691,973 147,049,801

7'7
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37 PROVISION FOR STAFF TEAVE PAY

Provision for leave pay b/f

Additional provision for the year

Leave paid out or utilised during the year

Provision for leave pay c/f

38 PROVISION FOR BAD DEBTS

Provision for bad debts b/f

Additional provision at end of year

Provision for bad debts c/f

39 PROVISION FOR INVENTORIES

Provision for lnventories b/f

Additional provision at end of year

Provision for inventories c/f

202212023 2021 o22

4,612,243

6,574,623

(3,340,72s)

5,497,230

4,786,797

(s,671,78r'.)

7,846.141 4,612,242

Provision for annual leave pay is based on services rendered by full-time employees
up to the end of the year.

2022t2o23

69,415,607

23,870,347

2021t2022

42,131,735

27,283,872

93,28s,955 69,415,607

2022t2023

5U,375

394,4?5

2021t2022

549,707

34,668

978,800 s84,375

39(a) PROVISION FOR Exhange Losses

Provision for exchange loss

Additional provision at end of year

Provision for inventories clf

202212023

18,934,689

202112022

18,934.689

28
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40

40(a)

NOTES TO THE STATEMENT OF CASHFLOWS

Reconciliation of operating profit/(loss) to cash generated from/(used in) operations

Net Profit/(Loss) for the yeal

Adiustment fori

Provision for Staff Leave pay

Gratuity

Depreciation of Property Plant & Equipment

lnterest & Penalties

lnterest Expense

lnterest on Lease Liabilities

202212023 202L12022

123,sr2,2s7) 96'3s9'7s7

l1

l1
l4
l5

l6
16

3,233,898

32,427,721

64,1r1,656

71,725,108

r32,873

(10,076,599)

2,954,300

5,35r,924

23,810,347

394,425

18,934,689

r89,567,345

(1,185,31r,193)

(8,574,437,070)

9,564,&2,112

(5,3 I 1,,143 )

,884,988

24,713,044

1,905,916

41,297,039

2,121,625

5,40t,924

27,283,812

34,668

198,261,718

-280,686,687

294,958,327

-72,481,9s0

-904,r85

lncome Tax Expense /(Credit)

Amortization of ROU (Right of Use)Assets

Amortization of lntangible Assets

Provision for bad & Doubtfuldebts

Provision for Stock Obsolescence

Provision for exchange losses

Deficit/surplus beforc working capital changes

Decrease/(lnc rease) in Trade & Other Receivables

Decrease/(lncrease) in lnventories

lnc rease/(Dec rease) in Trade & Other Payables

lnc rease/(Dec rease) in Current Lease Liabilities

Cash Generated from Operations

lncome Tax Paid

Provision for Leave Paid/Utilized

lnterest Paid

Taxes Paid

Net cash generated from/(used in) operating
activities

40(b) Analysis of lnterest Paid

Arrears of interest b/f
lnterest charge for the year

lnterest Paid for the Year

Arrears of interest c/f

17(a )

2t

22

39

39(a)

25

37

(ro,8so,r90)

(64,111,656)

(3,340,72s)

{71,72s,108)

s6,267,529

139,147,224

-190,595

-5,671,784

-3,496,121
40(b)

40(c)

129,788,624
(93,760,rs0)

2022lZO23

71,725,108

71,725,108)

2O2u2022
1,589,205

1,905,916

(3,496,12r)

19
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40(c) Analysis of Taxation Paid

Customs Taxes Payable

Tax Paid for the Year

Tax Payable c/f

NOTES TO THE FINANCIAL STATEMENTS (Continued)

41 TRANSACTIONS WITH RELATED PARTIES
Sales to Related Parties

Sales of goods to Employees

Sales of goods to Government MDAs

Lease of Buildings to Government MDAs

Total
Grants from the Govarnment

Grants from the National Government

Borrowings from Govt lnstitutions
ICDC Finance Lease

Expenses incurred on behalfof Related Parties
Payments to Defined contribution pension scheme

Payments for staff welfare
Total

Key management compensation
Directors' Remuneration

Compensation to Key Management

Total

202212023
(s6,267,s29)

56,267,529

202212023 202112022

2,388,640,410

2,388,640,410

84,515,920 37,500,000

7,988,154

20,095,678

28,083,832

11,263,651

19,216,886

30,792,436

11,263,65r

11,263,651

42. FINANCIAT RISK MANAGEMENT
The Corporation's activities expose it to a variety of financial risks including credit and tiquidity risks and effects

of changes in foreign currency. The company's overall risk management programme focuses on unpredictability
of changes in the business environment and seeks to minimise the potential adverse effectof such risks on its
performance by setting acceptable levels of risk. The company does not hedge any risksand has in place policies

to ensure that credit is only extended to customers with an established credit history.

The corporation's financial risk management objectives and policies are detailed below:
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(i) Credit risk
The Corporation has exposure to credit risk, which is the risk that a counterparty will be u nable to pay amounts in
full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as wellas trade and

other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial position, past

experience and other factors. lndividual risk limits are set based on internal or external assessment in

accordance with limits set by the directors. The amounts presented in the statement of financial position are net
of allowances for doubtful receivables, estimated by the company's management based on prior experience and

their assessment of the current economic environment.

loh.
761,351,842

2&485s,r33
l,(16,30€,97{

lcht
582,906,085

284855,133
867,86r,218

l(rhr
r09,030,149

t(.tr
69,415,607

342,735,s80 69,41s,607

The customers under the fully performing category are paying their debts as they continue trading. The credit risk

associated with these receivables is minimal and the allowance for uncollectible amounts that the company has

recognised in the financial statements is considered adequate to cover any potentially irrecoverable amounts.

The Corporation has significant concentration of credit risk on amounts due from government institutions. The board

of directors sets the corporation's credit policies and objectives and lays down parameters within which the various

aspects of credit risk management are operated.

ii) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Corporation's directors, who have built an

appropriate liquidity risk management framework for the management of the Corporation's short, medium andlong-
term funding and liquidity management requirements. The Corporation manages liquidity risk through continuous
monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Corporation under non-derivative financial liabilities by their
remaining contractual maturities at the reporting date. The amounts disclosed in the table are the contractual
undiscounted cash flows. Balancesduewithinl2monthsequaltheircarryingbalances,astheimpactofdiscountingis
not significant.

l('hr lGht f$hr lGhc

1,967,171,278

3,018,559203

1,967,171,278

3,018,559203

s,065,317 5r,086,l5/1

109,030,149 59,415,60?

153,558,230

57J82,641
7,@5,722
3,455,819

219,531,?51

9,711,591,973

153,558,230

4,669,509

\646,722
3,465319

t63,380,280

9,711,691,973

10,015,186

lt

5,065,317 48,0tt7,815

10,015,185
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(iii) Market risk
The board has put in place an internal audit function to assist it in assessing the risk faced by the Corporationon an

ongoing basis, evaluate and test the design and effectiveness of its internal accou nting and operationalcontrols.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign
exchange rates which will affect the Corporation's income or the value of its holding of financial instruments.The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. Overall responsibility for managing market risk rests with the Audit and
Risk Management Committee.
The corporation's Finance Department is responsible for the development of detailed risk management policies
(subject to review and approval by lnternal Audit Committee) and for the day-to-day implementation of those
policies.

a) Foreign currency risk
The Corporation has transactional currency exposu res. such exposure arises through purchases of goods and services that

Notes To The Financial StatemCnB (Continued)

are done in currencies other than the local currency. lnvoices denominated in foreign currencies are paid when they fall
due and conversion at the time of payment is done using the prevailing exchange rate.
The carrying amount of the Corporation's foreign currency denominated monetary assets and monetary liabilities at
the end of the reporting period are as follows:

D.rcrlptlon
Othcr currcnclor Tottl

Krh3 l(3h3 l('h3
At 30 June 2023

Financial assets

cash at Bank 3,018,559,203

Debtors t,877,241,428

Financial liabilities

Trade and other payables 9,711,691,973

Net foreign currency asset/(liability)

The Corporation manages foreign exchange risk form future commercial transactions and recognised assets and liabitities b'

projecting for expected sales proceeds and matching the same with expected payments.
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b) Foreign currency sensitivity analysis

The following table demonstrates the effect on the corporation's statement of comprehensive income on

applying the sensitivity for a reasonable possible change in the exchange rate ofthe main transaction

currency the US Dollar, with all other variables hetd constant. The reverse woutd also occur if the Kenya

Shilling appreciated with all other variables heLd constant.

Dct.i13

chlng. in
currcncy rrtc

Effect on Proflt
bafora t.x

Effcct on
Gquity

lGh3 xshs Ksh3

202:]

USD 10o/o xxx xxx

2024

l0o/o xxx xxxUSD

c) lnterest rate risk
lnterest rate risk is the risk that the entity's financial condition may be adversely affected as a result of changes
in interest rate levels. The company's interest rate risk arises from bank deposits. This exposes the company to
cash flow interest rate risk. The interest rate risk exposure arises mainly from interest rate movements on the
company's deposits.

Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that offer favourabte intere
rates.

iv). Capital Risk Management
The objective of the Corporation's capital risk ma nagement is to safegua rd the Corporation's ability to contin ue

as a going concern. The Corporation capital structure comprises of the following funds:

Xrh.
3,621,785,654

(158,8s0,r11)

32,000,000

3,/484,t35i5/t3

2,946,615,242

(3,018,559,203)

(3,018,559,203)

317%

l(th.
2,8t0,642,717

(r45,337,814)

32,000,000

2,697}l04,95ir

284,955,133

(284,9ss,133)

o$

33



Keoyr Nrdoul Tr.dlol CorporrtloD Ltd

Raporb rod Fltrrtrchl Strt.mantr
For thc Yarr Gndad Jun.30.2023

(I(NTC
f.rry. l5o.C liaalr

CoaEadoar L5.

43

11

INCOPORATIOil
The Corporation is incorporated in Kenya underthe Kenyan CompaniesAct and is domicited in Kenya

COilTtGENT LIABILITIES
The Corporation atso discloses the following: -

Tax assessments by KRA of Kshs. 124 million,. The corporation has entered into a payment plan and is

liquidating at 13.5 million per month. Legal fees had a balance of 90 million and guarantee from treasury of
24 bitlion

EVENTS AFTER THE REPORTII'lG PERIOD
There were no material adjusting and non- adjusting events after the reporting period.

CURRENCY
The financial statements are presented in Kenya Shillings (Kshs)

45

45
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XIX. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The following is the summary of issues raised by the Auditor General and management comments that were
provided to the auditor. The Corporation nominated focal persons as shown below with the associated timelines
within which the issues are expected to be resolved.

No
lssu€/Observations trom the Auditor General Management Commentg

Status

1 Unrupportld Lc.ser
The statement of financial position reflected balances of
Kshs.15,903,93, Kshs.14,435,919, Kshs.14,342,815 and
Kshs.1,389,871 in respect of right of use asset, rent leases,

lease liabilities (non-current) and lease liabitities {current)
respectively.
Management did not provide the lease agreements, contracts
and other documents relating to the Lease assets and
liabilities for audit verifi cation.

Although it is the responsibility of the tandlord to issue

the tenant with a lease. Management drafted and

shared lease documents with the landlords and the
leases have now been registered.

Resolved

2.1

2 Propsrty Plant and Equipment

Untitled Land

a) Parcels of land situated in Nairobi, Nanyuki, Nyahururu and
Kapsabet valued at Kshs. 55,204,540 dnot have ownership
documents.

b) There are unresolved disputes between the
Corporation & other parties in regard to ownership of a

plot of land in Bungoma county.

c) The ptots in Nanyuki, Nyahururu& Naivasha are not
fenced to secure them from encroachment.

a) The management has sought the help of our
lawyers, the Kenya Railways Corporation, National
LandsCommission and the EACC to ensure the
ownership documents are obtained.

b) The matter is awaiting determination at the
Bungoma Law Courts

c) The Corporation has engaged KenyaRailways to
obtain title deeds for the parcels to be allowed to
fence-

d) Management following up with our lawyers, the
Kenya Railways Corporation, National Lands
commission and the EACC to ensure the ownership
documents are obtained.

Not Resolved

2.2 Unsupported Diminution of Landvalue
Management made a provision for loss of land in respect of
Loita Streetand Nakuru of Kshs 63,390,540.

There was no documentary evidence to support the
surrender of the Loita street plot to the commissioner of
lands. Hence it was not possible to confirm the ownership,
valuation andcompleteness of the Property, Plant &
Equipment.

The Corporation continues to engagethe EACC, DCI &
NLC through regular correspondences.

Management following up with our lawyers, National
Landscommission and the EACC to ensure the
cwnership documents are obtained.

Not Resolved

3

3.1

Trade & OthGrReceiv!blcs

Long Outst.nding Debt3
As previously reported, the statement of financial position

reftects trade and other receivables of Kshs. 691.,936,235. This

balance represents an increase of 680/0 from the previous year

balance of Kshs.411,249,548. lncluded in the trade and other
receivables balance is Kshs. 16,001,702, Kshs. 25,052,746,

Kshs.9,334,817, Kshs. 10,414,567, kshs 65,025,910 and Kshs.

1,672,192, which relates to Government of (enya (GOK) debts,

private debts, claims receivabte and bounced cheques

respectively, which have been outstanding for more than one

year. Similarly, as previously reported, the rent receivable

balance of Kshs. 125,313,370 includes rent arrears of, Kshs.

29,189,157 and Kshs. 54,140,577, held by former tenants and

Uchumi Supermarkets Limited, respectively.

The increase in receivables was attributed to the
additional credit sales to Government institutions who
rely on exchequer funding. Delayed disbursements by
The National Treasury attributed to high receivables at
the end ofthe financialyear.

The Corporation is still pursuing the remaining
Government institutions for the overdue payments

Long outstanding rent receivables amounting to Ksh.

77.3 million relate to old tenants and Uchumi

Supermarket. Uchumi moved to court for protection
against eviction. The Corporation has since evicted
Uchumi and has filed legal suits against Parker radio
and Palmy Enterprises and Kilimo feeds.

Not
Resolved
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The recoverability of the receivables was doubtful

Provi3ion for brd rnd doubtful d.bts
Trade and other receivables of Kshs. 591,415,607 resulted
from deduction of provision for doubtful debts of Kshs.

59,415,507, from the gross amount of the receivables of Kshs.

761,351,842. However, the provision for doubtful debts is not
supported by anydocumentary evidence. ln addition, the
opening balance of Kshs. 42,131,735 inctudes Kshs.

28,690,320 which is historical and therefore uncollectable
and it is not clear why management with the approval of the
Board, has not considered writing the same off by reducing
the carrying amount, as provided for under lnternational
Financial Reporting Standards (IFRS) 9.

Private debtors as at 30.05.2022 was Kshs. 26,052,746.

Private debtors worth Kshs. 25,008,426 relate to long
outstanding trade receivables which have been fully
provided for in the books of accounts.

Ofthe Ksh. I55.7 million rice receivables at 30.06.2022,
Ksh. 154 million has been received as at 15rh April 2023.

Ksh.124 million receivables relate to other supplies to
Government institutions out which Ksh. 105 miltion has
been received.

0fthe Ksh. 100.8 miltion rent receivables at 30.06.2022,
Ksh- 14-9 million has been received.

Requests for bad debts write offs will be submitted to the
Board for concurrence in quarter four of 202212023

financialyear then forwarded to the National Treasury
for final approval of write off.

Management has developed a bad debts write off polic)
and credit policy which have been approved by the Board

of directors.

REPORT OI{ LAWFULNESS AND EFFECTIVENESS IN

USE OF PUBLIC RESOURCES

l. L.ck of Board tle€tlnt Mlnutci
Review of the records revealed that there were no minutes for
an Annual General Meeting and a Board of Directors meeting.

2. Long Outst!nding Plyrblcs
Review of documents revealed that payabtes totalling
39,209,572 have remained outstanding for a period of more
than one year without settlement contrary to regulation 42(l)
ofthe PFM regutations

The meeting minutes had been misfiled when
Company Secretary exited the Corporation.
minutes were later traced and are now available.

the
The

The Corporation had been experiencing cashflow
difficulties for many years caused by underfunding. As a

result there was accumulation of property rates and
rent. We engaged Kenya Railways and Nairobi City
county and obtained waivers on interest and penalties.

As at 31'r March, all long outstanding payables had been
settled

Resolved

Resolved
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XX. Appendixl: PROJECTS IMPIEMEilTED BYTHE CORPORATION

Proj.ct!
Projects implemented by the State Corporation/ SAGA Funded by development partners

Strtu3 of Proiectr completion

Proiecttitl€ Project
Numbal

Donor P.rlod/
durrtion

Donor
commltmcnt

Saparat. donor
raPorting
rGquircd a3 per
thc donor
agraemGnt
(Yer/No)

consolld.t
Gdin thc3c
finencirl
strtcm!nts
(YGs/No)

Project Total
project
Cost

Tot.l
.xp.nded to
datc

complGti
on to
dat!

Budgct Actual Soutccto,
funds

N/A

3'l
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Appendix 2: INTER-ENTITY TRANSFERS

Break down ofTransfcrs from the State Department of Co-operativ$ FY 2022/2023

Davclopmant Grants

Bank St.tGment D.t. Amount (KShs)
FY to which thc
rmountrraleta

Refurbishment of wearehouses

Totrl

The above amounts have been communicated to and reconciled with the parent Ministry

Flnrnce & Accountr Man.ger Herd ofAccountlng Unlt

State Departmentfor TradeKenya National Tra Corporation Ltd

sign: . Sign: .

The above amounts have been communicated to and reconciled with the parent Ministry

|rL
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XX]. Appendix 3: TRAIISFERS FROM OTHER GOVERNMENT ENTITIES

l{.mc ofthC llDA/Donor
Trrn3fcrringth. ftrnds

DatG rcccivGd
a3p.r brnk
*atament

llatlrra:
Raturrcnt/
D€vGlopma
nt/Oth€rs

Tot.t
Amount -

KES

wh€.€ Rc.ord.d/RGCognirGd Total
Trtn5fart
duringthc
YCar

St.t.m.rt of
Fln.ncirl

Pedotmancc

Crpitrl
Fund

D!terrad
lncome

R.<civrbler Asrcts
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