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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 30" JUNE 2orz

I. CORPORATE INFORMATION

Bockground inf ormolion

Notionol Cereols ond Produce Boord wos estoblished by Chopter 338 Act of Porlioment on 8rn August 'l985.

At cobinei level, lhe Boord is represented by the Cobinet Secretory for Agriculture who is responsible for the
generol policy ond strotegic direclion of the Boord. NCPB is domiciled in Kenyo ond hos severol bronches
spreod oll over the country.

Principol Aclivities

The moin octivities of the Boord ore:-

o) Troding in ogriculturol produce, i.e. moize, wheot, rice, beons, millet, green groms ond sorghum
b) Monogement of ihe country's Strolegic Groin Reserves (SGR) ond Fomine Relief stocks on Agency

bosis on beholf of the Government of Kenyo.
c) Provision of groin reloted services of sloroge, quolity mointenonce ond storoge focilities to third

porties ond,
d) lmportotion ond sole of form inputs.

Vision Slolemenl

Be ihe leoding ogriculturol commodiiy monogement ond lroding orgonizotion in the world

Mission Stotemenl

To promote free ond foir trode in commodities through reseorch ond morket development, ond ensure thot
there is timely occessibility of commodities to oll.

Volues

I lo ochieve our Vision ond Mission, the following Core Volues ore our guiding principles:

Teom Spirit
lntegrity ond Honesty
lmportiolity ond foirness ond
Professionolis m

a

a

a

a

t Directors

The Directors who served the entiiy during ihe yeor were os follows

L Col. (Rtd) Geof frey. M. King'ong'l - Choirmon (Re-oppointed on 1 7th April 201 5 ond
resigned in Moy 2017)

2. Mr. Newlon S. K. Ierer - Monoging Director
3. Mr. Silos Mogut - Member (Appointed on 2nd October 2015)
4. Mrs. Ann Womboo - Member (Appointed on 2"d October 20.l5)
5. Mr. Nick Hutchinson - Member (Appointed on2nd October20l5)
6. Dr. Froncis Gichuki - Member (Appointed on 8tn August 20.l6)
7. Mr. Somson P. Wongusi - Alternote Director to the Permonent Secretory

Ministry of Devolution ond Plonning
8. Mr.Vincent M Ambutsi - Alternote to PS, Stote Deportmeni of Speciol progrommes
9. Mr. Dovid Ole Shege - Alternote Director to the Permonent Secretory

Noiionol Treosury
10. Mr. Philiph T Mokheti - Alternote Director to ihe Permonent Secretory

Ministry of Agriculture, Livestock ond Fisheries
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCI-AL STATEMENTS
FoR THE YEAR ENDED 3o'H JLrN-E 2ol7

Corporole Heodquorlers

Nyumbo yo Nofoko
Mochokos Rood
P.O. Box 30585
Noirobi, Kenyo

Corporole Conlocls

Telephone : 254(2Ol 535028/555288
E-moil: md@ncpb.co.ke
Website: ncpb.co.ke

Corporole Bonkers

Kenyo Commerciol Bonk
B.O. Box 48400
NAIROBI

lndependent Audilors

Auditor Generol
Kenyo Notionol Audit Office
Anniversory Towers, University Woy
P.O. Box 30084
GOP 00r00
Noirobi, Kenyo

Principol Legol Advlsers

The Atlorney Generol
Stole Low Office
Horombee Avenue
P.O. Box 40112
City Squore 00200
Noirobi, Kenyo

2. Cooperotive Bonk of KenYo
B.O.Box 48231
NAIROBI

2.

3. Consolidoted Bonk
Koinonge Street
NAIROBI

Advocoles
Vorious
A list is ovoiloble of the Boord
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ANNUAL ITEPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED :orH JLrNE zotz

II. THE BOARD OF DIRECTORS

Col. (Rtd) Geoffrey M. King'ong'i, EBS, Choirmon

Born 1959, wos oppointed lhe Choirmon of the NCpB goord of
Directors in 2013. He holds o Mosler's degree in lnlernotionol security
from Leicester Universily, o Bochelor of science degree in civil

: Engineering ond Architecture from Si. Georges University lnlernotionol.
UK, ond o Postgroduole Diplomo in slrolegic Studies from University of

; Noirobi. Hos over 25 yeors in hondling securily mollers; speciolizing in
tocticcrl, operolionol ond slrotegic fields.

Newlon S.K. Terer, Monoging Director

Born 1962, wos oppoinled Monoging Director in 2014. Hos over 25
yeors' experience in Bonking ond Finonce. Hos worked with the

I Agriculturol Finonce corporotion os Generol Monoger operolions ond
, held senior monogemenl in mojor finonciol instiiutions like Gulf Africon
Bonk, Equity Bonk, Consolidoted Bonk ond Kenyo Commerciol Bonk
(KCB). Holds o Moster of Business Administrotion (MBA) ond Bochelor of
Educolion degree in Economics from Moi Universily ond Kenyofio
U niversity respec tively.

Mrs Ann Womboo, LLB,MBS, Boord Member

. Born 1949, hos over 30 yeors of experience hoving worked with
, Agriculiurol society of Kenyo (ASK) ond Noirobi lnternotionolirode Foir

(NITF) os well os ihe Eleclorol commission of Kenyo (ECK) ond Notionol
council of Women of Kenyo (NCWK). Holds o Bochelor of Lows (LL.B)
from the University of Noirobi ond o diplomo in Educolion from
Kenyotto University.

Mr. Silos Mogul. Boord Member

Born 1965,
leodership
choir of Uo

o coreer teocher ond on ociive former, hos held mony
positions in vorious schools over the yeors. Hos served os
sin Gishu County Schools Sports Associolion. He is o Boord

member of the Noble sovings ond credit cooperotive (sACCo)
Sociely Limited bosed in Uosin Gishu County. Holds o Bochelor of
Educolion degree from Moi University.

Mr. Nicholos C. Hutchinson, Boqrd Member

Born 1950, hos exiensive business monogemenl experience hoving
previously worked in Eost Africo (Monsonlo compony), Europe, Norlh
Americo ond Souih Asio. He is currenily the Monoging Director of Ungo
Group Limited ond o director of Kisimo Form Limited ond Sunpower
Products Limiled os well os choirmon of Miller Associotion of Kenyo.
Holds o BsC Degree (Hons) from lhe Universily of London

4
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Dr. Froncis Gichuki Boord Member

Born 
,l950, on ogricullurol ond inigotion engineer

ond speciolized in soil ond woier engineering
woler horvesling ond soil /woler conservotion).
University of Noirobi for mony yeors. Cunenlly the

. He hos reseorched
(lrrigotion, droinoge,
Hos tought of the

leoder of lntegroted

Bosin Woter Monogement Systems theme of the Chollenge Progromme

on Woter ond Food. (www.woierforfood.orq) Holds o PhD from the Utoh

Stote University, USA.

phillip T. Mokheti, Boord Member (Allernole lo PS, Stole Deporlmenl of

Agricullure)

Born 1959, A coreer civil servont with over 30 yeors'experience, hos

served in differeni copocilies from o lecturer ol Songolo lnstiiute of

Science ond Technology rising io Ag. Deputy Director, Agriculture

Morketing ond Agncullurol Advisory services Division in the Ministry of

Agriculture Livesiock ond Fisheries. Holds o Moster of Science Degree in

Agriculture ond Rurol Development ond o Bochelor of Arts degree from

renyo Methodist university ond lhe University of Noirobi respeclively.

vincenl Molioli Ambulsi, Boord Member (Allernote lo PS, Stqle

Deporlmenl of Speciol Progrommes)

Born 1966, Ne hos over 22 yeors' experience in Public Administrotion

ond Disosler Risk Monogemenl. He begon his coreer os o dislrict officer
ond weni on to become the Under Secretory in the Ministry of Speciol

Progrommes, where he is currently ihe choir of the Notionol Disoster Risk

Monogement Strolegy. He olso lectures of the Notionol Defence
CollegL on disoster reloted courses. He holds o Moster in Public

Adminisirolion from Moi Universiiy ond o Bochelor of Arts degree from

the University of Noirobi. He wos oppointed on 5rh September 2016'

Mr. Dovid Oleshege, Boord Member Representing lhe Notionol

Treosury
"A 

;;;;;;Jrnini'J'"tor with vost experience in monogement. He begon
os o district officer ond rose through the ronks to become o county
Commissioner working in differeni ports of the country. He holds o

Moster of Arts ond Bochelor of Arts degrees respectively'

Somson P. Wongusi, Boord Member (Allernote lo PS, Stole

Deporlment of Speciol Progrommes)

Mr. Somson P. Wongusi, oged 50 yeors holds MA in Public
Administrotion from Moi University. He hos 27 yeors' experience in

public odministrotion under the Office of Presidenl. He is the

oliernote direclor to lhe Principol Secreiory, Ministry of Devolution &
plonning. He wos tronsfened to onother Ministry effeclive from 3oihe
September 2016.
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NATIONAL CEREAI-S AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 3o''' JUNE 20lz

UI. MANAGEMENT TEAM

Newton S.K. Terer, Monoging Direclor

He joined NCPB in 2014 os Monoging Director. Hos over 25 yeors'
experience in Bonking ond Finonce. Hos worked with the
Agriculturol Finonce Corporolion os Generol Monoger Operotions
ond held senior monogement positions in mojor finonciol institutions
like Gulf Africon Bonk, Equity Bonk, Consolidoted Bonk ond Kenyo
Commerciol Bonk (KCB). He holds o Moster of Business
Administrotion (MBA) ond Bochelor of Educotion degree in
Economics from Moi Universily ond Kenyotto University respectively.

Cornel K. Ngelechey, Generol Monoger, Finonce ond Procuremenl

He joined lhe Boord in 1990. Hos over 27 yeors' experience in
finonciol monogement in vorious copocities hoving previously
worked with Kenyo lndusiriol Eslote (KlE). Holds on MBA (Finonce),
BA (Economics ond Business Studies) from University of Noirobi ond
Kenyo University respectively ond CPA (K) os well os o Truslee
Development Progromme Kenyo (IDPK) certificoie of proficiency.
He is o member of ICPAK. He is responsible for overseeing the
Finonce ond Procurement functions in lhe Boord.

John Ndongo Mburu, Soles ond Morketing Monoger

He joined the Boord in 1996. Hos experience of over 20 yeors in
Corporote Plonning (Reseorch ond Business Development) ond
Soles Morkeling funciions. Possess o Bochelor of Science Degree in

Slotistics from the University of Noirobi. He is responsible for the
ottoinmenl of sustoinoble morketing octivities lhrough the
development ond implementolion of oppropriote policies ond
strolegies.

John K. Ngetich, Boord Secrelory

Joined the Boord's Legol Deporlment in l9?9 ofter previously

working for Hilion lnveslments (K) Limited. A Quolified odvocote, hc
holds o Bochelor of Lows ond BA (Politicol Science) degrees os well

os o Posi-groduote Diplomo in Low. He responsible for overoll

Overseeing ond undertoking oll legol ospecis of lhe Boord's Business

ond secreloriol services.

Bernqrd K. Yegon, Monoger, Risk ond Complionce

Joined the Boord in 2O1 4 os lnternol Audit Monoger. Possesses over
l5 yeors' experience in internol oudit hoving previouslyworked wilh
Counly Government of Kericho ond Jomes Finloy Kenyo Limiied.
Holds BCOM. (Accounling) degree from Kenyotto University ond o
CPA (K). He is o member of ICPAK, llA & ACFE. Responsible for
ensuring thot the Risks / threots ogoinsl ottoinment of lhe BoorrJ's
strotegic ond operotionol plons ore identified in odvonce ond
ensuring thol opplicoble stolulory lows ond regulotions; Boord's
policies; procedures ond quolity stondords ore implemented ond
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR IHE ycAll ENDED 30rlrluNE 2017

Evons S. Wosike, Humqn Resource Monoger
Hos over 25 yeors' experience in Humon Resource Monogemenl.
Hos held leodership positions in sports odministrotion ond lhe
Cooperotive Movement. Holds o BA Degree in Humon Resource
Monogement from Kenyotto Universily, o Higher Diplomo in Hurnon
Resource Monogemenl from Kenyo Notionol Exominolion Council
(KNEC), o Diplomo in Lobour Sludies ond Monogemenl from Kenyo
Polylechnic os well os o Truslee Development Progromme Kenyo
(TDPK) certificote of proficiency ond on internotionol volieyboll
refereeing certificote. He is Full Member of lhe lnstilule of Humon
Resource Monogement (IHRM). He is responsible for orgonising
ond odministering oll HR Monogement Services for the efficient ond
effeclive utilisolion of lhe Boord's Humon Resources by ottrocting,
moinioining ond enhoncing the orgonisoiion's humon resources.

Fredrick K. Siele, Services Morketing Monoger

He possesses over 20 yeors' experience hoving previously worked
with the leochers Service Commission (TSC). Possess on MA (Business

Adminislrotion) ond MSC (Food ond Agriculture Morketing) os well
os o BA (Rurol lnduslries). Responsible for ensuring oplimum revenue
from hiring out groin reloted services such os storoge/worehousing,
groin drying, weighing ond fumigolion lhrough effeclive morkeling
of these services to potenliol clienls

Rosemory l. Kweyo, Reseorch ond Business Development Monoger

Possesses over 20 yeors' experience in the Boord's Operoiions,
Morkeling ond Reseorch Deportmenls. She holds o Moster of
Science (Morketing) ond o Bochelor Degree (Agriculture).
Responsible for odvising lhe Boord on short ond long lerm
slrolegic plonning issues concerning quonlum ond pricing
projections, with regords to: groin purchosing (domestic
producers/suppliers ond imports); groin morkets, consumplion,
privote sector morket polenliols ond distribution (morkel segmenls
ond imporls

Jones M. Konyoo, Operolions Monoger

Joined NCPB in 1990 ofler hoving previously worked wiih
Government Chemist. Hos worked in lhe Boord's Operotions onci
Morketing functions. Holds o Bochelor of Science Degree in Food
Science ond Technology from lhe University of Noirobi ond c:

Cerlificole in Susloinoble Agricullure. Responsible for overseeing
Boord's oclivities reloting to slocks ond commodity procuremenl,
monogemenl ond dislribution os well os the quolily of vodor.rs
products.

{
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NATIONAL CEREALS AND PRODUCE BOARD
NNNUAL REPORT AND FINANCIAL STATEMENTS
I.oR THE YEAR ENDED 30ru JUNE 20t7

Rose lkonge Andonje, Corporole Affoirs Monoger

'Joined the Boord in 2014. Possesses over 15 yeors'experience in
Communicotion proctice. Hos previously worked with the Ministry of
lnformotion ond Communicotion, the Tronsition Authority ond
Kenyo News Agency. She possesses o Moster of Arts Degree
(Corporote Communicotion) from Doystor University, BA (Generol)
from the University of Noirobi ond o Post-groduote Diplomo in Moss
Communicotion from ihe Kenyo lnstitute of Moss Communicotion.
She is o Member of PRSK ond AMWIK. She is responsible for lhe
otioinment of sustoinoble Corporoie offoirs octivilies through the
developmenl ond implementotion of oppropriote policies ond
strotegies.
Josphot K. Githuku. lnformolion Communicotion Technology
Monoger

Possesses over 20 yeors' experience in informotion technology.
Before joining NCPB, worked with NOCK, NSE ond procticed os o
consultont. Holds o BSc (Mothemotics ond Computer Science) ond
o Post-groduote Diplomo in Compuler Science. Responsible for
estoblishing ond mointoining o comprehensive ond integroted
computer bosed inf ormotion processing systems providing oll
informotion services required in occordonce wilh NCPB's business
stroiegy of minimol cost.

Ernesl M. Ogworo, Monoger, Moniloring ond Evoluolion

Possesses over 25 yeors' experience in groin monogemenl,
Consultoncy ond Lecturing. Holds o Moster of Business
Administrolion Degree (Strotegic Manogement) ond o Bochelor of
Science Degree (Agriculturol Engineering) from the University of
Noirobi. He is o registered Arbitrotor under EAGC. He is responsible
for estoblishing ond implementing on effective syslem to monitor
progress, impocts ond successes of project oclivities ond
performonce of oll levels.

Jone Chebore Korir, Adminislrolion Monoger

Hos over 25 yeors' experience in Office odministrotive functions.
Previously worked with the Ministry of Public Works. Holds o Mosier
of Arts degree (Gender & Devt. Studies), o Bochelor of Arts degree
(Business & Office Monogement) ond o Diplomo in Business ond
Office Monogement. Responsible for overseeing the odministroiive
octivities of the Boord.

John M. Gichuru, Finonce Monoger

He possesses over 20 yeors' experience in finonciol monogement
hoving previously worked with Homegrown K. Ltd ond os o
Consultonl with World Bonk. Holds o BA Economics ond Business
Studies from Kenyotto University ond CPA (K) os well os o Trustee
Development Progromme Kenyo (TDPK) certificote of proficiency.
Responsible for lhe implementotion of on oppropriote occounting
systems, producing finonciol reports ond mointoining sound
finonciol records.
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NATIONAL CEREAI,S AND PRODUCE BOARD
ANNI.JAI, I{EPOR'| AND I.-INANCIAL STATEMI]NTS
FOI{'I'IIE YEN R IlNI)ED 30,.,N JUNE 20I7

Mwuoko Mwongo, Technicol Monoger

Hos over 20 yeors in Technicol Mointenonce function ond Silo

Operotions octivities. Possesses o BSc Degree (Mechonicol
Engineering) from the University of Noirobi ond is o member of the

Engineering Reguloiory Boord of Kenyo (ERBK). He is responsible for

the construction of new copitol focilities ond the mointenonce ond
repoir of oll the existing Boord's buildings, Silos, Stores, Plonts ond

Mochinery

Ambrose Njoroge Muluo, lnlernol Audil Monoger

Hos over 1O yeors' experience in lnternol Auditing hoving joined the

Boord in 2oo7. He hos held vorious posilions within lhe Boords oudil

deportmenl. Holds o Bochelor of Commerce Degree (Finonce)

from the University of Noirobi ond CPA (K). He is responsible for

overseeing Boord's internol operoting conlrols, processes on<1

proctices by providing conlinuous reviews ond ossessmenls

Michoel Koronjo Wqinoino, Securily Monoger

possesses over l0 yeors' experience in Security Motters within Kenyo
police Services. Holds o Bochelor of Educolion degree from Moseno

University ond is troined in Advonced lnvestigotions. He is

responsible for ensuring proper ond effective guording of lho
Boord's properlies, ossets ond the personnel, mointenonce of lrlw
ond order within the premises of lhe Boord of oll times.

Moureen Letting, Procuremenl Monoger

Hos five yeors' experience in Procurement ond Customer Relotions

in the Boord ond Post Bonk Kenyo Limited. Holds o Bochelor of

Business Monogemenl Degree f rom Moi University ond on
Advonced Diplomo from the chortered lnstitule of Purchosing oncl

Supply (CIPS). She ls responsible for overseeing the procurement,
storoge ond issuonce of vorious goods ond services in the Boorci

ond implementolion ond enforcement of Procurement regulotions,
policies, sysiems ond Procedures.
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND F'INANCIAL STATEMENTS
F'OIT THE YEAR ENDED 3OTH JUNE 20I7

I\/. CHAIRMAN'S STATEMENT

Overview of Economic Review

According io the Economic survey 2017, Ihe Kenyon economy continued to register robust growth
despite the slower globol ond regionol growth. The economy grew by 5.9 percent, 6.2 percent ond 5.7
percent in the first, second ond third quorters of 2016 respectively, bringing the overoge growth forthe
first three quorters to 5.9 percent. ln 2O17, the economy is projected 1o further expond by 5.9 percent,
but growth could be lower if the ongoing drought persists ond lhe slowdown in privote seclor credit is

not reversed.

Kenyon economy is growing of twice the poce of globol growth ond more thon twice thot of Sub
Sohoron Africo. The resilience of the economy reflects continued mocroeconomic stobility, lower import
bill, investment in infrostructure ond recovery in tourism. The vibronl ond dynomic privote sector hos olso
contributed to this resilience.

Agricullure Subseclor Review

The ogriculture sector's shore of GDP increosed from 3O.4%in 2015 to 32.6% in 2016. ln oddition the seclor
indirectly contributes obout 27.O % to GDP through linkoges wiih monufocturing, distribution ond other
service reloled sectors. However, in 2O1 6 growth in ogriculture declined by 4% os compored o growlh of
%in 2015.

Finonciol Highlights

During the period, NCPB wos oble to post net profit from its core operoiions omounting to Kshs.265.8
million os compored to o profit of Kshs 265.3 million posted in 2015/2016 FY( Kshs.1l2.l million, being goin
on compulsory disposol of lond for construction of SGR roilwoy).

Key Activilies

Moize Siluolion

Ihe country continued io experience normolfood supply in the first holf of the yeor ond NCPB monoged
to purchose 992,411 x g0 Kg bogs of SFR from locol formers of o cosi of Kshs.2.97 billion. However in the
second holf the milling sec tor storted to echo feors of imminent shortoge of moize os lhe prices for milled
flour storted rollying upwords. This wos due io prolonged drought in some ports of the country ond below
normol roinfoll counlry. This triggered the Government through NCPB to reossure on sufficiency of moize
supplies ond sonctioned releose of oll SFR moize to the morket. ln execution of this sociol inlervenlion
mondote, NCPB sold 2.866 millionx 90 kg bogs of moize roising shs. 7.3 billion on beholf of SFR Boord.

ln order lo cushion consumers the Government further introduced Food Subsidy progromme in which
duty on moize wos woived up to 30ih September 20117, imporlotion of moize by GOK ond sold to the
millers ot KShs. 2,300.00 per 90 kg ond in turn the millers were to sole moize flour ot KShs. 90.00 ond KShs.
47 .0O per 2kg ond lkg respectively. The imports ore from Mexico, Ethiopio, South Africo ond Zombio. As
oi 30tn June 20l7 the Boord os Government ogent hod received 1.94 million x 90 kg bogs of moize ond
sold 1.24 million x 90 kg bogs. The GOK Food Subsidy progromme is continuing in the coming yeor.

Fertilizers Distribulion

NCPB imported 150,000 MT of ossorled fertilizers worth Kshs. 6.2 billion for distribution to formers under GoK
fertilizers subsidy progromme. NCPB olso hondled ossorted fertilizers on beholf of the Government
supplied by YWPD ond which were olso distributed.

Wheol Hondling

NCPB in colloborotion with the millers olso purchosed ond sold wheot under the wheot morket
intervention progromme coordinoted by MOALF.

r0



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2017

Slrolegic Focus

The vitol role ployed by NCPB in ensuring notionol food security ond generol stobilizotion in supply is

underscored during times of shortoge or surplus when it becomes necessory to releose moize to the morket

lo protecl the consumer or mop up surplus groin to cushion eminent exploitotion of the formers. More

imporlontly, dislribution of fertilizers ensures occess to quolity inputs ocross the entire country with the oim of

boosting production for Notionol Food self-sufficiency.

To omeliorote this conflict, the Government of Kenyo through MOALF commissioned o restructuring study

thot hos so for led to the estoblishmenl of Strotegic Food Reserve Oversight Boord. lt is expected thot olher
recommendotions of the study will be implemented tho'l will go o long woy in enhoncing orgonisotionol
effectiveness

The key recommendotions of the sludy conducted by Ernest ond Young consulling firm ore os sumrnorised

below:-

o) Estoblishment of on independent Groin Regulolor to regulote the groin industry in the country

b) Seporotion of the Sociol ond Commerciol roles to enoble NCPB ploy it rightful role in liberolized ond

competitive groin morket through estoblishing o Nolionol Food Securily Agency.

c) Restructuring the current NCPB into Groin Corporolion ol Kenyo thot will deol with the commerciols

octivities including becoming o mojor Notionol Worehousing institution io support on-going morkel

reforms.

d) Exponsion of the Worehouse Receipling System (WRS)

e) Estoblishment of o Commodily Exchonge (COMEX) thol encomposses oll ogriculturol commodities in

the region.
f) preporing odequote Legol ond Regulolory Fromework to govern ond ossist groin trode to prosper.

The report wos submitted 1o the Government ond further guidonce on ils implemeniolion ore being

owoited.

ln meontime, NCPB hos commenced iniernol re-orgonizotion thot will colegorise depots occording to their

business contribution os while os other octions intended to re-invigorole corporote performonce ond

effectiveness

ol

i

L
C. HulchinsonMr. Nicholos

AG. CHAIRMAN
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V. REPORT OF THE MANAGING DIRECTOR

NCPB monogement coniinuously scons the operoting environment so os to institule ond odopt
oppropriotely to emergent foctors. During the yeor under review, the monogement orgonized retreots thot
reviewed vorious octivities thot included implementotion of restructuring study recommendotions,
cotegorizotion of depots, revomping revenue generotion, os well os cost reduction initiolives. Continuous
review of set short-term, medium- term ond long term gools to ensure turnoround to profitobility, self-
sustoinobiliiy ond ottoinment of Vision 2030 expeciotions os well os gool ond strotegies sel out in the NCPB
Strolegic Plon 20 I 5 /2Ol 6-201 9 /2020.

Io posilion NCPB strotegicolly, oppropriote policies ond strotegies will coniinue to be pul in ploce so os to
horness the goins mode towords otioinmeni of profitobility ond consislently provide odequole ond
offordoble food ond form inputs to Kenyons.

Operolions

Whereos the country continued to experience normol food supply, the milling sector echoed feors of
imminent shortoge of moize os the prices for milled flour storted rollying upwords thot triggered the
Governmenl through NCPB to reossure on sufficiency of moize supplies ond sonctioned releose of SFR moize
1o the morkel.

NCPB os Government ogent continued executing intervention progrommes in monogement of SFR moize os
well os distribuiion of subsidised f ertilizers progrommes.

During the yeor under review, NCPB continued with its turnoround strotegies by posting o profil from ils
operotions omounting to Kshs 265.8 million os compored to o profil of Kshs 265.3 million posied in2O15/2016
FY (which included KShs. 112.1 million perioining to goin on disposol of lond). Ihe gross soles turnover
declined slightly from 8.07 billion in 2Ol5/2016 FY to Kshs 7.79billion in 2O16/2017 FY due to reduction of
fertilizer operotions in the period under review orising from prolonged drought.

l'lowever occumulotion of huge debts by the Government omounting to Kshs.7.5 billion is odversely
offecting operotions of the Boord. This coupled with weok working copiiol meont thot NCPB hod to heovily
rely on expensive commerciol bonk borrowings despite the inherent risk of inlerest.

All through these chollenging times, the Boord remoined resilient by moinloining o disciplined focus on
lurnoround strotegy. Monogement strengthened the strotegic intent on controlling cost, enhoncement of
copocity utilizotion ond focused on development of volue oddition copocity.

More importontly, NCPB continued to develop linkoges wilh other lnstitutions to oddress emergent
chollenges, one being the MOALF thot hos been pivoiol in resolving historicol ogency tox orreors, old
outstonding debts, os while os constroint in the subsidised fertilizers distribution.

During the yeor NCPB received Kshs. 2.97 billion which wos used to purchose 0.992 million bogs x 90 Kgs of
moize for SFR purposes. At the some lime, NCPB sold 2.866 million x 90 Kg bogs ot o volue of Kshs7.3 billion of
SFR moize ond remitted the soles proceed to SFR Trust Fund occount.

On sociol interventions, NCPB procured ond disiributed 230,443 bogs of moize on beholf of the MODP for
relief progromme ond offered storoge services for other foodstuff ond sociol intervention moteriols.

To mitigote the eff ecis of high form inputs, NCPB imported ond distribuied 150,000 MT of ossorted fertilizers ol
on ex- Depot cost of Kshs. 6.2 billion which wos sold to formers oi subsidized prices. ln oddilion, NCPB
received ,l8,.l25 MI of ossorted fertilizers on beholf of the Government supplied by YWPD ond which were
olso distributed.

Similorly during the period, NCPB in colloborotion with the millers purchosed ond sold 429,897 x90kg bogs of
wheot ot o cost of KShs. 1.283 billion under the wheot morket intervenlion progromme coordinoted by
MOALF.
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ISO TRANSITION

The Boord wos certified in 2015 ond is due for re-certificotion in 2018. This will be done under ISO 9001:2015
stondords. Consequently the Boord hos commenced the process of tronsition to the new stondord thot is

risk bosed. This meons thot os on orgonizotion plons for its QMS, it will oble 1o identify risks ond opporlunities
ond develop oction plons to oddress lhem. The Boord hopes lo reop from this new perspective os it
provides on opportunity to reduce risks ossocioied with corrying out its mondote ond improve service
delivery leoding to greoter customer sotisfoction ond ochievement of the orgonizotion's quolity objectives.
The ongoing business process re-engineering is one of the octivities being corried out with the oim of
improving efficiency in the Boord ond will feed into the revision of the existing Quolity Monogement System
(oMS).

MANAGING DIRECTOR
T
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VI. CORPORATEGOVERNANCESTATEMENT

Corporoie Governonce is lhe system through which corporotions ore directed, controlled ond operoled os
power is exercised over its ossels ond resources. Notionol Cereols ond Produce Boord (herein ofter refened
to os NCPB) considers corporote governonce to be o criticol issue towords mointenonce of business
integrity ond stokeholders' trust ond is therefore on integrol port of our operotions philosophy. Our
corporote governonce volues ore founded on the Mwongozo the code of governonce for stote
corporotions. Ihe Boord is responsible for NCPB's corporote governonce proctices ond os in ploce
mechonisms to ensure observonce ond report on its complionce siotus on o regulor bosis.

Our high stondords of corporote governonce ore not on exercise in complionce, bul o meons of driving the
performonce of the business ond operotions whilst monoging ond mitigoting risk.

Boord Composilion

Ihe NCPB is monoged by the Boord of Directors oppointed by the President os provided by ihe NCPB Act
cop 338. The Boord consists of eleven directors who ore non-executive except for the Monoging Direcior
who is executive. Notobly, the Boord is composed of directors with o diverse mix of skills, experience ond
compelencies in ihe relevont fields of expertise ond is well ploced to toke the orgonizotion foword. The
Boord Secretory is responsible for moniioring ond coordinoting the Boord's ogendo ond popers.

Appoinlments ond lnduclion lo the Boord

Directors ore oppointed in occordonce wiih the NCPB Act Cop 338. On oppointment, directors receive on
induction covering the NCPB. As port of this process, the NCPB orgonizes for regulor troining on corporote
governcnce os per the colendor of SACC. Directors ore odvised on the legol, regulotory ond other
obligotions of o director of o stote corporolion ond updoted on industry ond regulotory developments os
they toke ploce. All directors olso hove occess to the Boord Secretory, who is responsible for ensuring thol
f he Boord's procedures ore followed ond thoi opplicoble lows ond regulotions ore complied with.

Boord's Responsibililies

lhe Boord of directors is responsible for providing policies ond leodership to NCPB. The Boord's duties ond
responsibilities include: -

Selting policy guidelines for monogement ond ensuring competeni monogement of the business
including ihe selection, supervision ond remunerotion of Senior Monogement;

Ensuring thot the business of NCPB is conducted in complionce with relevont lows ond regulotions;
ond

Monitoring performonce

Boord ond Slrolegy Meetings

An onnuol plon of scheduled Boord meetings is prepored eoch yeor in odvonce ond provided to oll
directors. The full Boord meets of leost four times o yeor (quorterly bosis) ond speciol meetings moy be
convened when need orises. Guidelines ore in ploce concerning the content, presentolion ond delivery of
Boord Popers for eoch Boord meeting to ensure thot directors hove odequote informotion ond sufficienl
time for oppropriote briefing oheod of eoch meeting. The Boord is in chorge of overoll slrotegic direction
ond opproved business plons which form the bosis of performonce ossessmeni.

Boord Choirmon ond Monoging Direclor

I'he roles ond responsibilities for the Choirmon of the Boord ond the Monoging Director ore disiinct ond
seporote. The choirmon provides overoll leodership to the Boord in line with principles of collective
responsibility for Boord decisions. The Monoging Direcior is responsible to the Boord ond lokes chorge of
executive monogement in the course of effective ond efficient running of the NCPB on o doy-to-doy bosis.
The Boord hos delegoted to the Monoging Director oulhority to implemenl Boord decisions with ossistonce
from Monogemenl teom.
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Boord performo nce Evoluolion

The Boord is responsible for ensuring thot on evoluotion of its performonce ond thot of it committees ond
individuol directors is corried out eoch yeor. This involves o self-review of the Boord's copocity, functionolity
ond effectiveness of performonce ogoinst its set objectives. Evoluolion enobles directors to suggest how
Boord procedures moy be improved by ossessing sirengths ond weoknesses ond oddressing its bolonce of
skills, knowledge ond experience. This is done by woy of both the peer ond self-evoluotions under the
guidonce from SACCC who ore the custodion of the iool.

Direclor's Remunerolion

The Government guidelines on remunerotion of the directors provide the poyoble omount. The Direclors orr:
not eligible for pension scheme membership or dividends.

lnternol Conlrol ond Audit

The Boord hos collective responsibility for estoblishment ond monogement of oppropriole systems of iniernol
control ond for reviewing their effectiveness. The system of internol conirol in ploce hos defined procedures
wilh operotionol ond finonciol controls lo ensure thot ossets ore sofeguorded, finonciol tronsoctions
oulhorized ond recorded properly, ond thot moteriol errors ond irregulorlties ore either preventecJ or

delected within o reosonoble period of time.

Ihe Boord reviews effectiveness of internol control systems in ploce by toking into occount results of work

corried out io oudit ond review NCPB by both internol ond exlernol oudit providers. lnlernol oudit is corrieci
out by on independent lnternol Audit Deportment thot reports 1o the Boord Audit Committee ond provi<les

confirmotion thot the NCPB operotions, policies ond procedures os set by the Boord ore being complle;<j

with. The Boord hos reviewed the NCPB system of internol control ond is sotisfied thot the system is effeciive.
However, the Boord recognizes thot ony syslem of internol control con provide only reosonoble ond nol
obsolute ossuronce ogoinst moteriol misstotement or loss.

Risk Monogemenl ond Complionce

The Boord of Directors hos overoll responsibilily for the estoblishment ond oversight of NCPB's monogemenl
fromework. The Boord's oudit Committee is responsible for developing ond monitoring NCPB risk

monogement policies estoblished to identify ond onolyze the risks foced by the NCPB to sel oppropriote risk

limits ond conlrols, ond lo monitor risks ond odherence to limiis. NCPB through ils iroining ond monogement
stondords ond procedures oims to develop o disciplined ond construciive control environment, in which oll

employees understond their roles ond obligotions.

The Boord hos olso set up Risks Complionce Deportment thot evoluotes the NCPB's complionce fromework,
idenlifies ond monitors relevont legislotion opplicoble ond ensures odherence 1o NCPB's policies os well os

legislotive ond regulotory requiremenls including chonges orising ond their impoct.

Conflicls of lnteresl

The Boord's policy provides thol Direclors, their immediote fomilies ond componies in which direclors hove
interests only do business with NCPB ot orm's length. Where o motter concerning NCPB moy resull in <l

conflicl of interest, the director is obliged to declore the some ond exclude themselves from ony discussion

or voie over the motter in question. Directors olso hove o duty to ovoid siluotions of oppointment to
positions or ocquisition of significont interest in businesses competing with NCPB. Business tronsoctions with
direclors ond reloted porties ore disclosed in notes to the finonciol stotements.

Boord Sub-committees

To enhonce the breodth ond depth of ochieving Boord responsibilities, the Boord hos delegoted outhorily
to vorious sub-commitlees olthough the Boord retoins ultimote colleclive occountobility for performoncr:
ond corporoie governorrce. Committees of the Boord ore os follows:
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3

4

Finonce ond Procurement Oversight

Audit Committee

Operotions, Business Developmeni & Strotegic Plonning

Humon Resource & Legol Affoirs

Ihese committees hove formolly determined terms of reference with defined scope of outhority, set by the
Boord of Directors which ore from time to time refreshed to synchronize them with new developmenls ond
government guidelines.

Finonce ond Procuremenl oversight Commitlee

The Membership of the commitlee comprises of of leost four directors ond the Monoging Director, currently
constituted os hereunder:-

a Mr. Nick Hutchinson
Mr. Newton K. Terer
Dr. Froncis N. Gichuki
Mr. Dovid Ole Shege
Mr. Philip T. Mokheii

- Choirperson
- Monoging Director

a

a

a

a

a

a

a

The commitiee meets of leost every quorter. The objective of the committee is to ossist the Boord of
Directors in reviewing the finonciol stotements ond overseeing the procurement of NCPB. The committee is

responsible to review the quorlerly finonciol stotements ond the performonce controct implementotion.
Also oversee the implementotion of the opproved procuremenl plon for the finonciol yeor.

Audil ond Risk Commitlee

The commitlee comprises of leost five non-executive direciors, the mo,jority of whom sholl be independent
non-executive directors, currently conslituted os hereunder: -

Mr. Silos K. Mogut - Choirperson
Mr. Nick Hutchinson
Mrs. Anne M. Womboo
Mr. Dovid Ole Shege
Mr. Philip T. Mokheti

The committee meets every quorter with internol ouditors without monogement being present ond moy
otiend on invitotion. Meetings ore normolly ottended by resources from Deportments of lnternol Audit ond
Risk Monogement & Complionce.

The objective of this Committee is to provide independent oversight of NCPB's finonciol reporting ond
internol control system, ensure checks ond bolonces within the NCPB ore in ploce ond recommend
oppropriote remediol oction regulorly ond ensures quolity integrity ond reliobility of the Bonk's ond its
subsidiories risk monogement. lt olso ossists the Boord of Directors in the dischorge of its duties reloling to the
corporote occountobility ond ossocioted risks in terms of monogement, ossuronce ond reporting.

The terms of reference of Committee ore ochieved through review ond evoluotion of lhe finonciol stotus of
the NCPB, review of internol controls, consider performonce ond findings of internol ouditors ond
recommend opproprlote remediol oction, review monogemeni reports ond reports form externol oudilors
concerning deviotions ond weoknesses in occounting ond operolionol controls, coordinote belween the
internol oudit function ond externol ouditors, moniior the ethicol conducl of the institution ond consider the
development of ethicol slondords ond requirements, including effectiveness of procedures for hondling ond
reporling comploints, review ony reloted porty tronsoctions thot moy orise within the industry set out the
noture, role, responsibility ond outhority of the risk monogement ond independent complionce functions in
NCPB ond outline the scope of risk monogement work, monitor externol developments reloting to the
proctice of corporote occountobility ond lhe reporting of specificolly ossocioted risks, including emerging
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ond prospective impoct, provide independent ond oblective oversight ond review of the informotion
presented by the monogement.

Operolions, Business Developmenl & Strolegic Plonning Commitlee

The Membership of the committee comprises of ol leost four directors ond the Monoging Direcior. currently

constituted os hereunder:-

. Dr. Froncis Gichuki - Choirperson

. Mr. Newton K. Ierer - Monoging Director

. Mr. Nick Hutchinson

. Mr. Philip T. Mokheli

. Mr. Vincent M. Ambutsi

. Mr. Somson P. Wongusi
The committee meets of leost every quorter. The objective of the committee is to ossist the Uoord of

Direciors in reviewing the operotions, business development ond strotegic plonning of NCPB. The

committee is responsible io review ihe quorterly operotions, business strotegies, reseorch & plonning crnd

implementotion of ihe strotegic plon.

Humon Resource ond Legol Affoirs Commillee

The Membership of the committee comprises of of leost four directors ond the Monoging Director, currenily

constituted os hereunder:-

. Anne. M. Womboo (Mrs.) - Choirperson

. Mr. Newton K. Terer - Monoging Director

. Mr. Silos K. Mogut

. Mr. Philip T. Mokheti

. Mr. Vinceni M. Ambutsi

. Mr. Somson P. Wongusi
Ihe committee meets of leosi every quorter. The objective of the committee is 1o ossist the Boord of

Directors in policy fromework reloting to NCPB Humon Resources ond Legol Affoirs, including policies on the

hiring, firing, remunerotion pockoge promotions, medicol, stoff loons, ond oll other motters os spelt out in tho

stoff policy monuol, troining ond stoff development, sloff welfore, code of conduct ond perf ormonce incJex.

Similorly, it is tosked with the responsibility of overseeing the legol deportment ond receiving reporls on lhe

slotus of oll lego I motters including ongoing court cose moiters.

Direclors' Allendonce 2O1 6 /2017 tY

Sub-Committees

Humort : ALrciil
I
L

i

!Legol

4 ]_
34

2

Somson P. Wongusi

Mr. Vincenl M. Ambulsi

Philip Mokheti

3

44

3

6

3

?

Finonce &
Procurem
ent
Oversiohtl

N

o
Full Boord

l2

t5 6
^zlonooino 

Director

Designolion

Choirmon

2
3l53

Col.{Rld) Geoffrey
ltgqlgr-

Silos Moout

Nomes

Mr. Newton !-lqer-
Member

6Anne M. Womboo
lA,4rsl.MBs

Member4

4Member5
12

6

4Member6 Dr. Froncis Gichuki
Nick Hu tchinson

Operolions.

evelopment &

5S

2

?

2

2

I2Representolive - PS Minislry of
Devolution & Plonning {reploced
bv Mr. Ambutsi in Auqust 2016)

7

9I

15 6

Representoiive - PS Ministry of
Devolution & Plonning
Represenlolive - PS Minislry of
Aoriculture. Livestock & Fisheries

9

l0 Dovid Oleshege Representolive -PS Notionol
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VII. MANAGEMENT DISCUSSTON AND ANAIYSIS

Estoblishment of the commodily Exchonge / worehouse Receipl Syslem

Estoblishment of WRS ond COMEX is expected to revolutionize the groin troding in the counlry. This will
enoble formers to deposii their produce during limes of horvest ond sell when prices improve. The
odvontoge is thot, the system will curtoil exploitotive tendencies exhibiied by middlemen ond smoolhen
food supply throughout the yeor.

This will olso oddress lhe need for Governmeni led price inlervention commodity morket iowords
economic bosed morkets.

The progress is os follows;

(i) The proposed Worehouse Receipt System Bill 2015 which hod been opproved on 3i't August 2Ol6by
Porlioment, wos referred io the Senote owing to the effects of the bill thot offect the county offoirs
which require the Senote to poss oll Acts touching on devolve function. lt hod been scheduled for
deboting ond possing of the Senote however due to time constroints it wos noi reoched ond
lherefore it is expecled to be brought fordeboting ond possing once the Senote is convened.

(ii) The Ministry of industry, Trode ond Cooperoiives is currently seeking consultoncy services to support
the estoblishmeni of o Commodities Exchonge. The consultont is expected to provide technicol
ossistonce in estoblishing ond operotionolizing o commodities exchonge in Kenyo.

ln order to operotionolize the WRS, NCPB is in ihe process of identifying ond upgroding specific sloroge
focilities country-wide olongside other stokeholders which sholl be used for worehouse Receipting.

2. e-Commerce

Ihe modern trode tronsoctions ore now becoming more sophisticoled with odoption of ICI ond mobile
technologies. NCPB hos embroced e-commerce noi only through outomotion of its ICT plotform thot is
copoble of linking oll ihe 'l10 depots counlrywide on on-line bosis bul olso embroced mobile money ond
electronic tronsfers os mode of settlement for commodity purchoses ond poyment to formers for deliveries
os well os other suppliers.

To enhonce controls in the identificoiion of formers benefiting from subsidized fertilizers, NCpB in conjunction
with MoALF ond Soforicom Ltd ore implementing o e-subsidy plotform. The plolform contoins o formers'
register with the detoils on identificotion, ocreoge, fertilizer requiremenls os well os option of poying through
Mpeso.

3. Devolulion of Agricullure

The odoption of 47 devolved units in 2013, upon promulgotion of the new constitution, led to the devolution
of ogriculture sector. NCPB os o notionol enlity hos depots in 46 counties with one counly being served
through primory morketing centres.

This opprooch requires NCPB to work in colloborotion with county governments in the process of formers
registrotion, vetting subsidized fertilizers beneficiolly ond idenlificotion of fomilies ond insiiluiion for food
supply during limes of supply constroinl.

CHALLENGES AND OPPORTUNITIES

The chollenges thol NCPB is focing ore boih historic finonciol ond operotionol ond which include the
following:-

l8



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
Fot{ THE, yEAR ENDED 30.r',JLrNE 2017

Low working Copitol

NCpB's working copitol wos eroded to extremely low levels os o result of Government limitotions in meeling

working copilol injection obligoiion to NCPB ond losses incurred In corrying oul Government initioled morkel

stobilisotion progrommes.

From previous yeors' GoK sociol intervention progrommes implemented by the Boord, NCPB is owed Kshs'3 8

billion. This hos led to over- relionce on expensive bonk overdroft ond loons thot servicing of interesl is o
mojor droin on meogre resources

ln order to oddress lhe chollenges focing the Boord ond turn it round io profilobility, the Government of

Kenyo ihrough the Minislry of Agriculture commenced reslructuring of the Boord by commissioning Ernst ond

Young os the consultonts on l3rh Moy 2013.

Summory of Proposed Reslrucluring

i) Chonge of nome: from Notionol Cereols ond Produce Boord (NCPB) to Groin Corporolion of Kenyo (GCK) '

ii) Seporotion of NCpB's sociol ond commerciol functions, ond creolion of suiioble entities to enhonce ils

service delivery in the groin seclor.

To ochieve ihis, the report recommended creotion of four independent entities, nomely;-

. Groin Regulotory Commission.

. Groin Corporoiion of Kenyo (Restructured NCPB).

. Notionol Food Security Office Agency (Monogement of the strolegic groin reserves ond fomine relief

siocks).

. Commodily Exchonge (COMEX) Morket.

iii) The report further recommends restructuring of the bolonce sheet thot will involve settlement of NCPB

outstonding debt of Kshs. 3.gbilllion ond o copitol Injection of Kshs. 3 billion to enoble the restruclured

NCPB revomp its commerciol operotions.

Aging physic ol inf r oslr u cl ur e

Most of the storoge focilities ore old ond some groin hondling technology being used is fosl becoming

obsoleie hoving been put in ploce in .l980s ond eorly 1990s. Moreover, some storoge focilitiesweresel upin

remole oreos for food relief operotions ihot do not breokeven under commerciol principles. The need lo

morshol resources to upgrode the focilities ond mointoin stores thot ore not economicolly vioble hos

become o mojor chollenge to NCPB.

NCpB hos commenced depot rotionolizolion process thot will leod to sheding off of underulilized sloroge

focllities. The process involves cotegorizotion of depols bosed on their business conlribution ond moth

bolling of depots thot ore not finonciolly vioble.

Unpredicloble prod uclion treods

Arising f rom over-relionce on roin feed production; the ogriculturol sector hos to contend with

,npr"di.toble food production level. Ihis unpredictobility results into production glut or deficils thot both

coll for inlervention 1o olleviote suffering by the forming communities or consumers. These demonds for

deployment of huge resources thot overslreiched the olreody depleled NCPB working copitol'
The Government effort to refocus on irrigotion, eorly worning systems ond restructuring of NCPB is expecte<i

to enhonce response copocity ond predictobility of food supply situotion

l9
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VIII. CORPORATESOCIALRESPONSIBILITYSTATEMENT

he Boord considers corporote sociol responsibilily os on integrol port of its business ond ihot good business
entoils giving bock to the society in order to get more. Even though CSR is voluntory, il is o good meosure of
good corporoie citizenship. During the yeor under review, the Boord wos involved in the following CSR
initioiives:

Wellness Progrommes

Potients hove their eyes checked during thefree e-ye clitric

The Boord together with the Lions SightFirst Eye Hospitol in Loresho orgonized on eye checkup in Eldoret thot
benefited more thon 400 residents. Some porticiponts of the eye clinic were given treotment while others
were issued with spectocles. Ten potients comprising children with severe eye problems requiring surgery
were broughl to Noirobi where they were operoted on. The eye clinic wos the first one to be done by Lions
SightFirst Eye Hospitol outside Noirobi ond its environs.

Environmenlol Sustoinobility

NCPB Stoff wffh scoufs ol lhe world environment doy in Kisumu

NCPB joined honds with enthusiosts of environmentol conservotion to celebrole the world environment doy
in Kisumu. The Boord donoted 300 iree seedlings which were plonled during the event. Similorly the Boord
hos sel up tree nurseries in in eoch of its five regions which supplies tree seedlings to the public ond to other
NCfrB depots. The Boord plonted 2560 Iree seedlings during the yeor under review.

Donoting lo Communilies

.

During the World Food doy celebrotions which were held in Kilifi County, the Boord donoted plonting
fertilizer thot wos dislribuied to formers ot the event. Besides thot, irophies were olso given out to be
presented to those who won different owords during the event.

20
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Sporls ond Tolenl developmenl

NCPII huntlhall wonten's tctttrt luring the Eusl und Central A.frica Hudbnll cltutrtpionship

The Boord continues lo supporl tolent development by mointoining hondboll teoms for both women ond
men. The leoms porlicipoted in the Hondboll Nolionol Leogue ond tournoments within the couniry ond the
Region.

The teoms ore poid ollowonces for their upkeep ond ihis ensures thot
the youth ore steered owoy from crime ond ossocioted vices. NCPB

hondboll teom hos become on incubotion of tolent os o number of
youths who ploy in the mojor teoms in the notionol leogue storled their
hondboll coreer with Nofoko ieom.

Blood Donolion

t

NCPB sfoff donoting blood

The Boord runs o corporote blood donor progrom os port of its commitment 1o support good heollh onci

wellness. During the lost drive, stoff members donoted 22 unils of blood to Blood Link Foundotion on 29"'

September 2016.
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IX. REPORT OF THE DIRECTORS

The Directors submit their report iogether with the oudited finonciol stotements for the yeor ended June 30
2017.

Principol octivilies

The Boord's principol octivity is groin hondling ond morketing with provision of ollied services ond focilities os
well os dislribution of form inputs. This is in oddilion to undertoking sociolfunctions on beholf of the Government
of Kenyo on Agency bosis thot relotes to the procuremenl, storoge, quolity moinienonce, ond distribution/sole
of fomine relief food commodities os wellos SGR stock.

Resulls

The operoting results for the yeor ended 30tn June 2Ol7 ore set out on poge 25 ond summorized below: -

2017 2016
Kshs Kshs

691,384,402 690,883,304Operoiing profit before Depreciotion & Provisions
Less:

Depreciotion
Amortizolion
Bod ond doubtfuldebts

Nel Profil

376,831,492
748,970

48,000,000
425.584,4A2
265e0,1,210

375,187,753
2,362,O88

48,000.000
425-549.841
265-333-463

Directors

The members of the Boord of Directors who served during the yeor ore shown on poge 3. The Boord
members ore oppointed by the Cobinet Secretory in chorge of Agriculture in occordonce to ihe NCPB Act
CAP 338 of the lows of Kenyo.

Audilors

The Audiior Generol is responsible for the stolutory oudit of the Boord in occordonce with Article 229 of lhe
Constitution of Kenyo ond the Public Audit Acl20l5 to corry out the oudit of NCPB forthe yeorended June
30, 20t 7 '

By Order of the Boord

Mr KN
BOARD SEC

NAIROBI
1 7H APRIL 2OI8

22



NATIONAL CE,REALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 3orH luNE zot z

X. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 8l of the Public Finonce Monogement Act,20 12, seclion l4 of the Stote Corporotions Act oncj

Notionol Cereols ond Produce Boord Act, Cop 338 of lhe Lows of Kenyo require the Directors to preporc
finonciol stotements in respect of thot NCPB. which give o true ond foir view of ihe slote of offcrirs of the
NCPB ol ihe end of ihe finonciol yeor ond ihe operoting results of ihe NCPB for thot yeor. The Direclors ore

olso required to ensure thot the NCPB keeps proper occounling records which disclose with reosonoble
occurocy the finonciol posilion of the NCPB. The Directors ore olso responsible f or sofeguording the ossels of

the NCPB.

The Directors ore responsible for the preporoiion ond presentotion of the Boord's finonciol stotements, which
give o true ond foir view of the stote of offoirs of the entify for ond os ot the end of the finonciol yeor (period)

ended on June 30,20.l7. This responsibility includes: (i) moinloining odequote finonciol monogemenl
orrongemenls ond ensuring thot these continue to be effective throughoul ihe reporting period; (ii)

mointoining proper occounting records, which disclose with reosonoble occurocy of ony time the finonciol
position of the entily; (iii) designing, implementing ond mointoining iniernol conlrols relevont to the
preporoiion ond foir preseniotion of the finonciol stotemenls, ond ensuring thoi they ore free from motcrioi
misstotements, whelher due to error or froud; (iv) sofeguording the ossets of the Boord; (v) selecting onrl
opplying oppropriote occounting policies; ond (vi) moking occounting estimotes thol ore reosonoble in the
circumstonces.

The Directors occept responsibility for the NCPB's finonciol stotements, which hove been prepored using

oppropriote occounling policies supported by reosonoble ond prudent .iudgements ond estimotes, in

conformily wlth lnternolionol Finonciol Reporting Stondords (IFRS), ond in the monner required by the PFM Acl,

2012 ond NCPB Act Cop 338. The Directors ore of the opinion thot the Boord's finonciol stotemenls give o true

ond foir view of the stote of Boord's tronsoctions during the finonciol yeor ended June 30,2017, ond of the

Boord's finonciol position os of thot dole. Ihe Directors further confirm the completeness of the occounling
records mointoined for the Boord, which hove been relied upon in the preporotion of the Boord's finonciol
stoiements os well os the odequocy of the systems of internol flnonciol control.

Approvol of lhe finonciol slolemenls

Ihe Boord's finonciol slotements were opproved by the Boord on o 2018 ond signed on i1s

beholf by

B-t choirmon irector Director
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P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL
REPORT OF THE AUDTTOR.GENERAL ON NATIONAL CEREALS AND PRODUCE
BOARD FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of National Cereals and Produce
Board set out on pages 25 lo 46, which comprise the statement of financial position as
at 30 June 2017 , and the statement of profit and loss and other comprehensive income,
statement of changes in equity, statement of cash flows 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 do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion on these financial statements.

ln addition, as required by Article 229(6) of the Constitution, I have not been able to
obtain sufficient appropriate audit evidence to confirm that public money has been
applied lawfully and in an effective way.

Basis for Disclaimer of Opinion

1. Finance Gosts

As previously reported, the statement of profit and loss and other comprehensive
incomes for the year ended 30 June 2017, and as disclosed under Note 9 to the
financial statements reflects finance costs totalling Kshs.371 ,543,371. lncluded in this
figure is Kshs.91,151,001 in respect of bank charges. The management however has
not provided documentary evidence to support how the bank charges figure was
determined.

Further, examination of documents provided for audit showed that finance costs
increased from Kshs.147,846,887 in the previous yeat to Kshs.371 ,543,371
representing an increase 151% during the year. This was mainly attributed to an
increase in loan interest charged during the year by Kshs.240,515,543. The
management has not provided any documentary evidence showing the reasons that
might have led to heavy borrowing which in turn resulted into the huge increase in

finance costs. ln the absence of documentary evidence to support the heavy borrowing

Report ol the Auditor-Oanerul on lhe Finunc'iul Stutenrent.s of ,\tttiottttl ('ereuls uncl Pntcluc'e Btsurcl .fitr the veur

endcd 30 .lune 20 l'
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during the year, it is not possible to confirm the propriety of the finance costs figure of
Kshs. 371,543,371 as at 30 June 2017.

2. Property, Plant and Equipment

2.1. Ownership Documents

As previously reported, and as disclosed under Note 10 to the financial statements,
property, plant and equipment balance of Kshs.6,724,455,101 as at 30 June
2017 includes fifty-five donor funded storage facilities whose ownership has not been
clarified. Although in its sitting of 11th August 1998, the Public lnvestment Committee
(PlC) directed both the parent Ministry and Treasury to look into the matter with a view
to formerly transferring the facilities to the Board, no progress appears to have been
recorded as at the date of this report.

2.2. Land

As previously reported, the property, plant and equipment balance of
Kshs.6,724,455,101 also includes thirty-seven parcels of land valued at
Kshs.54,383,887 that do not have title deeds. lnformation available indicates that some
of the parcels are leased from Kenya Railways Corporation. The above situation is
indicative of significant impairment on some of the properties.

2.3. Additions

Paragraph 16 (a) of the lnternational Accounting Standard (lAS) No.16 states that the
cost of an item of property, plant and equipment comprises its purchase price, including
import duties and non-refundable purchase taxes, after deducting trade discounts and
rebates. Examination of records of assets purchased during the year however revealed
that additions to property, plant and equipment figure of Kshs.46,808,788 during the
year includes 16% VAT which is a refundable purchase tax as the Board is VAT
registered.

2.4. Depreciation

Note 4 (b) on summary of significant accounting policies states that plant, machinery
and computer equipment are depreciated at 12.5o/o representing eight years of useful
life. Further Note 4 (c) on intangible assets states that purchased computer software is
amortized over a period of eight years. The management has not explained the
economic and technological sense of the software being similarly depreciated for eight
years.

Consequently, the property, plant and equipment balance of Kshs.6,724,455,101
reflected in the financial statements is not fairly stated.

Report ol the Auditor-General on the Finunc'iul Stutenrcnl.s ol t\utionul Cereuls und Produc'c Bourd ./br lhe 1'eur
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3. Procurement of 40,000 Metric Tons of Maize

As previously reported, the Board entered into a fixed sum contract of
Kshs.730,968,000 on 26 November 2004 for the supply of 40,000 Metric Tons (MT) of
white maize at US Dollars 229 per MT which was not executed. The supplier sought for
arbitration with the Kenya Chapter lnstitute of Chartered Arbitrators and in July 2009
was awarded US$ 3,106,000 for breach of contract. On appeal by the Board, the award
was increased to US$6,140,859 being equivalent to Kshs.552,677,382 of which the
amount of Kshs.264,864,285 has since been settled through bank attachments leaving
a balance of Kshs.251,499,614. Although the case is pending in court awaiting its
hearing and determination, it is not possible to ascertain the extent of liability that may
arise as a result of the claim in question.

4. lnventories

(i) Note 4(d) on summary of significant accounting policies states that, "inventories
are stated at the lower of cost and net realizable value on the basis of first in first
out principle and a provision for shrinkage computed at a rate of 2.2o/o of that
value of the years purchases of grains and pulses". Note 12 to the financial
statements shows that during the year under audit, the Board made a provision
of Kshs.98,376,670 for stock shrinkage. Examination of the schedules provided
for audit revealed that the Board purchased wheat, paddy rice, white maize,
beans and green grams at a total cost of Kshs.1 ,283,520,270, Kshs.26,200,000,
Kshs.49,950,000, Kshs.23,438,000 and Kshs.8,758,300 respectively during the
year. However, no workings have been provided to show how the stock
shrinkage provision of Kshs. 98,376,670 was determined.

(ii) The inventories balance of Kshs.2,455,927,565 reflected in the statement of
financial position and as disclosed under Note 12 to the financial statements
excludes an amount of Kshs.2,282,237 described as provision for obsolete
consumable stock. The management has also not provided details of how this
figure was determined and neither does the Board have a policy on how
to determine obsolete consumable stock.

Under the circumstances, it is not possible to confirm whether the inventories figure of
Kshs.2,455,927,565 as at 30 June 2017 is fairly stated.

5. Current Liabilities

(i) As reported in the previous year, included in the total current liabilities balance of
Kshs.11,695,622,483 as at 30 June 2017 is an amount of Kshs.964,765,588 in

respect of Value Added Tax arrears payable to Kenya Revenue Authority on
provision of agencies services to the government. This figure includes
Kshs.464,430,643.61 tax arrears that has remained outstanding since 2OO2.

Although this amount continues to attract penalties and interest, the same have
not been assessed and incorporated in these financial statements.

Repot't ttJ' thc Auclitor-Gencrul on the Finunc'iul Stulcttrutt.\ of t\ution(tl L'ereuls und Produc'e Bourd .litr lhe veur
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(ii) Similarly, and as previously reported, the creditors and provisions balance of
Kshs.3,354,250,076 as disclosed under Note 22 to the financial statements
includes amounts of Kshs.630,689,332, Kshs.7,359,471, and Kshs.293,269,883
relating to trade creditors, staff creditors and sundry creditors and provisions
respectively that have been outstanding since July 2007. Although the
management has provided an analysis showing reductions of Kshs.680,013,116
and Kshs.3,341,164 in respect of trade creditors and staff creditors respectively
during the year, no evidence has been provided for verification showing how the
reduction of the liabilities was achieved. ln addition, no satisfactory reason has
been given for failure to settle the liabilities.

(iii) As reported in the previous year, the statement of financial position reflects an
amount of Kshs.431 ,187,701 against bank overdraft. A review of bank
reconciliation statement for the account maintained at KCB Kencom Branch fuc
No. 1107165679 revealed amounts of Kshs.4,169,758 described as payments in
bank not in cash book and Kshs.1,384,815 described as receipts in the cash
book not in bank statement that have been outstanding since August 2003. No
explanation has been provided for these long outstanding amounts.
Consequently, the accuracy of the overdraft amount of Kshs.431,187,701 as at
30 June 2017 cannot confirmed.

6. Bad and Doubtful Debts

The statement of profit and loss and other comprehensive income for the year ended 30
June 2017 reflects an amount of Kshs.48,000,000 relating to provision for bad and
doubtful debts in the year under review, which is similar to the previous year's amount.
No explanation or documentation was provided to support the amount. lt is, therefore,
not clear whether the provision is specific or general.

7. Trade Debtors and Other Receivables

(i) As previously reported, trade debtors and other receivables gross balance of
Kshs.1 ,321,887,915 as disclosed under Note 13 to the financial statements
includes trade debtors totalling Kshs.1,019,091,082. However, included in the
amount are debtors totalling Kshs.831,604,397 representing 82% of trade
debtors that have been outstanding for more than flve years. Although a
cumulative bad debts provision of Kshs.943,557,914 has been made in the
financial statements, it has not been possible to confirm whether and if so,
when the Board will be able to recover the amounts. No action appears to
have been taken to ensure recovery of these debts.

( ii) Note 4(f) on summary of significant accounting policies states that, provision
for bad and doubtful debts is made on the basis of specific debtors and
consists of 100% specific provision for some debtors and a general provision
of 7.5o/o on all outstanding trade debts at the balance sheet date. However,

Reytrl ol the Auclitor-Ganerul on the Finunc'iul Slulemcnl.s of ,Yulionul (.ereuls und Pnxluc'e Bourd.litr lhe ,-cur
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examination of available information and Note 13 to the financial statements
does not show that a general provision of 7.5o/o was made on all outstanding
debts at the balance sheet date. This accounting policy is therefore not
consistently applied.

(iii) As disclosed in Note 13 to the financial statements, trade and other
receivables gross figure of Kshs.1,321,887,915, includes Kshs.'141,790,355
relating to sundry debtors and prepayments. This figure, however, is net of
Kshs.9,602,346 negative balances contrary to paragraph 32 of the
lnternational Accounting Standard (lAS) No.1, which states that an entity shall
not offset assets and liabilities or income and expenses unless required or
permitted by the lnternational Financial Reporting Standards (IFRS).

(iv) Further, trade and other receivables gross figure includes Kshs.124,912,936
relating to staff debtors. Examination of documents, however, revealed that
included in the figure for staff debtors is Kshs.110,219,900 in respect of cash
loss, imprests and other losses and stock loss. Although the management
has made a specific provision of Kshs.50,891,834 for the same, the provision
does not seem adequate. The management has not explained how these
losses occurred and the steps being taken by the Board to ensure both
recovery of the losses and prevent future losses from happening.

ln view of the above, I am not able to confirm whether trade and other receivables net
balance of Kshs.378,330,001 as at 30 June 2017 is fairly stated.

8. Government Debtors-MOA Fertilizer Account

As previously reported, Government Debtors-MOA Fertilizer Account balance of
4,211,100,117 as at 30 June 2017 still includes brought forward figures of
Kshs.342,341 ,936 and Kshs.191 ,916,638 relating to Strategic Grain Reserve
Programme - Old Account and GOK 17 selected depots for old account Famine Relief
respectively, both of which have remained unpaid for over 17 years. lt has not been
possible to confirm whether and if so, when the Board will be able to recover the
amounts. No provision for bad and doubtful debts has been made in this regard.

9. Government Market lnterventions Account

The statement of financial position and as disclosed under Note 24 to the financial
statements reflects a balance of Kshs.174,063,028 relating to GOK market intervention
Account. Although the management has disclosed under Note 24 to the financial
statements that this balance relates to retained surplus from 1994/1995 maize
intervention and subsequent maize export transaction in 1995/1996 and 1996/1997
retained to offset against other GOK debts which are still under review, no documentary
evidence was produced for verification. ln the circumstances, it has not been possible to
confirm whether Government Market lnterventions Account figure of Kshs.174,063,028
as at 30 June 2017 is fairly stated.

Report ol the Auclttor-Generul on thc Finunc'ul Slulenents o.l'Nulionul L'creuls und Produce Bourd lbr the yeur
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10. Government Agency Programme (Old Account)

The statement of financial position and as disclosed under Note 25 to the financial
statements reflects a balance of Kshs.143,195,039 in respect to Government Agency
Account - Operating Results (Otd Account). Although the management has disclosed
under Note 25 to the financial statements that this figure relates to the balance held on
behalf of the government from cereal sales received by the Board on behalf of the
government prior to the liberalization of cereals in 1993, no documentary evidence has
been provided for verification. ln addition, no explanation has been given as to why the
Board has not remitted this amount to the government since 1993. Under the
circumstances, it is not possible to ascertain the accuracy of the figure of
Kshs.143,195,039 in respect to Government Agency -Old Account as at 30 June 2017 .

11. Staff Costs and Wages

As previously reported, staff costs and wages figure of Kshs.976,439,206 for
2o16l2o17as disclosed in Note 5 to the financial statements also include an amount of
Kshs.10,839,672 in respect of acting allowances paid to employees for periods
exceeding six months, contrary to Public Service Commission Human Resource
Policies and Procedures Manual of May 2016 and the Board's Human Resource Policy.
The Board is therefore in breach of Public Service Commission Human Resource
Policies and its own Human Resource Policy.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

ln preparing the financial statements, management is responsible for assessing the
Board's ability to continue as a going concern, disclosing, as applicable, matters related
going concern and using the applicable basis of accounting unless the management
either intends to liquidate the Board or cease operations, or have no realistic alternative
but to do so.

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.

Those charged with governance are responsible for overseeing the Board's financial
reporting process.

Report of'the Autlitor-Gencrul on the Finunc'iul Slutcnenl.s of Ncttirmul (crculs und Protluc'e Brrurtt.fitr the yeur
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Auditor-General's Responsibilities for the Audit of the Financial Statements

My responsibility is to conduct an audit of the National Cereals and Produce Board's
financial statements in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls) 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. However, because
of the matters described in the Basis for Disclaimer of Opinion section of my report, I

was not able to obtain sufficient appropriate audit evidence to provide a basis for an
audit opinion on these financial statements.

I am independent of the National Cereals and Produce Board in accordance with ISSAI
30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with
ISSAI and in accordance with other requirements applicable to performing audits of
financial statements in Kenya.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

25 June 2018
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STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOMES

Note

Gross Soles
Cost of Soles
Gross Morgin
Gross Morgin Goin os o 7" of Gross soles
ADD:
Other lncomes
IOTAL REVENUES

OPERATING EXPENSES

Roilwoy ond Rood lronsport
Stoff costs ond woges
Administ rotion exp enses
Directors expenses
Other operoting expenses

Profit before depreciotion ond bod
debls
Deducl:
Depreciotion expense
Amorlisotion expense
Bod ond doubtful debts

Profil from operolions
Finonce costs
Profil Before Tox
lncome Tox expense
Net profil ofler tox
Other comprehensive income
Goins on disposol of lond
TOTAL COMPREHENSIVE INCOMES FOR

THE YEAR

I

2

2017
Kshs

7,788,905,646
6,285,O99,970
r,503,805.576

t9%

1,783,97 5,455
3,287,781,131

815,263,37 4

97 6,439,206
295,166,87 4

9,885.073
128.098,832

2,224,853,358
1,062,927,773

201 6

Kshs

8,071, r96,623
6,598,130,425
1,473,066,198

tB%

1 ,329,67 5,777
2,802,741,?75

685. r 73.983
980,054,335
277,290,934

5,946,134
r30,338,072

2,07 6,118,844
726.623,131

3

4

5

6

7

B

l0
1t
t2

376,83l',492
748,970

48.000,000
425,580,462
637,347,311
371 ,543.371
265,803,940

265.803,940

,65.803 940

37 5,187 ,7 53
2,362,O88

48,000.000
425,549.841
301,073,290
| 47 ,846,887
153,226,404

156,226.404

112,107.060

2h533iAhA

9
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XI. STATEMENT OF FINANCIAT POSITION

Note

ASSETS

Non- Currenl Assesls
Property, Plont ond Equipment
lntongible Assets
Tolol Non - Currenl Assels

CURRENT ASSETS

lnventories
Trode Debtors ond Prepoyments
Government Debtors - New Agency A/c
Government Debtors - MOA Fertiliser A/c
Bonk ond Cosh Bolonces
Totol Currenl Assel
TOTAL ASSETS

EQUITY AND LIABILITIES

Copitol ond Reserves
CopitolFund
Revoluotion Reserve
Revenue Reserve
Copitol ond Reserves

CURRENT LIABILITIES

Bonk Overdroft
Shorl Term Loon
Creditors ond Provisions
Creditors - Due to GOK on fertilizer Soles
Creditors - Due to GOK on post morket
intervention
Government Agency Progromme (OId A/c)
Creditors - Due to GOK on SGR Moize soles
Toxolion
Tolol Current Liobililies
TOTAL EQUITY AND LIABIT]TIES

The fin s were opproved by

Monoging or

7. Choirmon of the Boord

174,063,O28
I 43, r 95,039

1,630,728,425
964.7 65,588

11.695.622.483
20J30i88J"!t

the Boord on l6 ts+ I 2018 ond signed on its beholf by

10

t1

2017
Kshs

6,724,455,101
7,886,501

6.732.341.602

2,455,927.565
378.330.001

3,481.339.455
4,21t ,100,117
2,871 ,649,414

13.398.346.552
20Jit0i88-1!t

2016
Kshs

7,054,477,805
8,635,470

7.063.113.27s

910,243,950
545,036,971

2,961,873,689
4,509,568,104
3.005.508.598

11.932.331.312
t3-?35444,58t

t2
IJ
14

l5
16

17

t8
i9

20
21

22
23

6,304,142,172
9,589,422,793

(7 ,4s8,4ee,2e41
8.435.065.671

6,304,142.\72
9,589,422,793

(7,724,303,2331
8.169.261,732

24
,)<

26
27

431,187,701
2,691,627,318
3,354,250,07 6

2,305,805,307

299,O70,7 50

6,7 53,703,604
| ,857,O33,244

174,063,O28
1 43, r 95,039
634,351,602
9 64.7 65 ,588

10.826.182.85s
18.99s444,537

26
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NN'I'IONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
IroR TrrE YEAR ENDED 30" JUNE 20tz

XIII. SIATEMENT OF CASH FLOWS

OPERAI!NG ACTIVITIES
Cosh generoted from/used in operotions
Nel cosh generoted from /used in
operoting octivities

INVESTING ACTIV!TIES
Purchose of Property, Plont ond Equipment l0
Net increose /(decreose) in cosh ond cosh
equivolent (o)

Note 2017
Kshs

(219,267,346

(219.267.346)

(46,8O8,789)

(266.076.135))

3,005,608,598
1299,07O,7 sO)

2J9A.53zj4A
LW]3

2,871 ,649 ,4) 4
(431,187,7011
2AAOAilJfJ

2016
Kshs

1,0s1,200,462

1.051.200.462

(31,429,2701

1,01?,71,192

2,048,775,897
(362,O0e,241)
L6Al.J_64*6st
2J0A.5378A9

3,005,608,598
(299,070,7 50

2J06.537-448

28

Cosh ond Cosh equivolent ol beginning of
the yeor
Cosh of Bonk ond on Hond
Bonk Overdroft
Totol(b)
Totol(o+b)
Cosh ond Cosh equivolent of end of the
yeor
Cosh of Bonk ond on Hond
Bonk Overdroft

16

20

l6
20

29



.I
NATIONAT, CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 3o'"' JUNE 20l7

xtl' STAIEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

FOR THE YEAR ENDED 30 JUNE 2OI7
Originol Adjuslments Finol budget
budget

Revenue

Gross soles

Less: Cost of soles

Gross morgin

Add:

Other lncomes

Totol income

Expenses

Roi woy &
Tronsport costs
Stoff costs ond
woges
Administrolion
Expenses
Other operoling
expenses
Provision

Finonce Cost

Tolol expenditure

Surplus for the Yeor

2017

Kshs

12,320,828,0)9

19,737 ,346,1 t8)

2,583,481.901

r .6 r 2,552.053

4, r 96,033.954

2017

Kshs

1s55,043,s94)

1426.072,4881

1127,97'l ,106)

2017

Kshs

)1,765,784,425

9,31 1 ,273.6n

2,454,510,795

Acluol on
comporoble

bosis
2017

Kshs

7,788,905,646

6,285.O99.970

r,503,805,676

Perlormonce
difference

20v
Kshs

13,97 6,878,779)

3,026,173,664

(950,705.1 1 9)

-)
Ref
no.+/(

.34%

B

),130,892,027

1,272,983,444

709,169,656

t89.473,837

488,000,000

170.197,O94

3.960.316.058

23_:d)1j84

QA,447,204)

( r s4,380,868)

lt7 4,418,568)

129,929.412)

)2.831 .213

(366.344.835)

oo!t1j75l

t247,915.744\

(376,886,8r 0)

1.364,636.349

3,819.147 ,144

1 ,l10,444,827

1.t 18.602.576

534,75 1 .088

t 59.1 44,425

488,000,000

r83.028.307

3.593.971.223

22il7jj,l

1 .783.97 5,455

3.287,781,131

B1 5,263,37 4

97 6,439 ,205

27 5.7 41 ,664

r28,098,832

427,184,430

37 t .543.37 )

3.021.977 .192

?!5.8Aal4A

419.339, 106

(53r.366,01 3)

295,181,453

) 42,163,37 l

229 ,t89 ,) 42

3 r ,045,593

60,8I 5,970

I r 88.51 5.064)

576.535.996

4EJ42l8l

3l% t..

r3%

43%

)a3%

t)

l:

F

(.,

lr

Explonotory noles on lhe differences obove:
o) The decreose in gross soles is due to un-reolized moize revenues following ocute shortoge of moizc:

ln the morkei.

b) The drop in cost of soles is due to low soles turnover.

c) The increose in other incomes is due to increosed commissions on SFR moize.

d) The tronsport costs increose due to lronsportotion of imported moize f rom the port to vorious

upcountry depots ocross NCPB network

e)

f)

s)

The stoff costs decreosed due to non implementotion of CBA

The decreose in odministrotive costs is os o result of low mointenonce ond fumigotion costs

Decreose in other operoting expenses is due to low consumption of industricl oil becouse of

low intoke of moize.

h) Provision for depreciotion increosed to due non implemenlotion of copitol projects

especiolly ICT uPgrode.

i) Finonce cosis increose os o result of high interest chorged on loon token to finonce
subsidized f ertilizers

30



NNTIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL S1-AT'I]MENTS
IroR THE YEAR ENDED gom JUNS zolT

XV. NOTES TO THE IINANCIAL STATEMENTS

'l . Generol lnformolion
NCPB wos estoblished lhrough on Act of Porlioment Chopter 338. The Boord is wholly owned
by the Government of Kenyo ond is domiciled in Kenyo. The Boord's principol octivity is groin

hondling ond morketing with ollied services ond focilities os well os distribution of form inpuls.
This is in oddition to undertoking sociol functions on beholf of the Government of Kenyo on
ogency bosis thot relotes to procurement, storoge, quolity mointenonce, ond distribuiion/sole
of fomine relief food commodilies os well os SGR stocks.

2. Slotement of Complionce ond Bosis of Preporotion

The finonciol stotements hove been prepored on o historicol cost bosis except for the
meosurement of re-volued omounts of certoin items of properly, plont ond equipment. The
preporotion of finonciol slotements in conformity with lnternotionol Finonciol Reporting
Stondords (IFRS) ollows the use of estimotes ond ossumpilons. lt olso requires monogemenl to
exercise judgement in the process of opplying NCPB's occounting policies. The oreos
involving o higher degree of judgement or complexity, or where ossumptions ond estimotes
ore significont to the finonciol stotements, ore disclosed in Note 5

The finonciol stotements hove been prepored ond presented in Kenyo Shillings, which is the
functionol ond reporting currency of lhe Boord.

The finonciol stotements hove been prepored in occordonce with the PFM Act, the Stote
Corporotions Act ond lnternotionol Finonciol Reporting Stondords (IFRS). fhe occounting
policies odopted hove been consistenlly opplied io oll the yeors presented.

3. Adoplion of New ond Revised Stondords

i) Relevont new slondords ond omendments to published stondords effeciive for the yeor
ended 30 June 201 7

Disclosure lnitiotiv e
(Amendments to IAS 7:
Sfofemenl of Cosh f/ows/

(ii) Eorly odoplion of slondords

The Boord did not eorly - odopt ony new or omended stondords in yeor 2017

Stondord/Amendmenl lo
o slondqrd

Amendments to IAS l6
ond IAS 38 titled
Clorificotion of
Acceptob/e Mefhods of
Depreciotion ond
Amortisotion (issued in
Moy 2014)

Efleclive dole lmpocl'

lstJon 20 I 6 There is no impoct on the Boord's property,
plont, ond equipment becouse lhe
depreciotion ond omortisotion ore colculoted
on ihe bosis of costs of the time they ore
incurred over the useful life of the ossets. Ihese
costs include costs incurred initiolly to ocquire
or construct on item of property, plont ond
equipment ond costs incurred subsequently to
odd to, reploce port of, or service it.

l't )on 2O17 Since the Boord is f ully owned by the
Government, it does not poy out dividend or
received dividend from ony entity.

3I



NATIONAL CEREAI-S AND PRODUCE BOARD
ANNUAL RIIPORT AND FINANCIAI- STATEMEN.|S
FOR'IIIE YEAR ENDED 3O-I'I].IUNE 20I7

4. Summory of Significont Accounting Policies

The principle occounling policies odopted in the preporotion of these finonciol slotements ore sel

out below:

o) Revenue recognilion

Revenue is recognised to the extent thot it is proboble thot future economic benefits will flow

to the Boord ond the revenue con be reliobly meosured. Revenue is recognised of the foir

volue of considerotion received or expecled to be received in the ordinory course of the

Boord's octivities, nei of volue-odded tox (VAT), where opplicoble, ond when specific criterio

hove been met for eoch of lhe Boord's ociivities os described below.

i) Revenue from the sole of goods ond services is recognised in the yeor in which ihe

Boord delivers products lo ihe customer, the customer hos occepted the products ond
collectobility of the reloted receivobles is reosonobly ossured.

ii) lncome from services rendered ond focililies provided is recognized ot the time of

rendering ond providing such services ond focilities

iii) Reniol income is recognized in the income stotement os it occrues using the effeclive
leose ogreements.

iv) Oiher income is recognised os it occrues

b) Depreciolion on Properly, Plont ond Mochinery

Depreciolion chorge on fixed ossets is provided on o stroight line bosis ond is colculoled on

cost or revoluotion of the following rotes which ore consistent wilh prior yeors. Depreciotion

chorge is proroted both in the yeor of osset purchose ond in the yeor of osset disposol.

Freehold Lond Nil

Leosehold Lond Over the term of the leose

Buildings, Boreholes, Fences ond Roods 2 5%

Silos, Cyprus bins, mochinery House ond Looding Boys 6%

Plont, mochinery ond Computer Equipment 12 5"/"

Fumigotion Equipment 20%

Motor Vehicles ond Drying Equipment
Other Equipmeni

a EolZJ /O

\2.5%

C) lnlongible ossels

lntongible osseis comprise purchosed computer softwore which ore copilolizecl on the bosis

of cosls incuned to ocquire ond bring 1o use the specific soflwore. These cosls ore omortised
over the estimoted useful life of the intongible ossets from the yeor thol they ore ovoiloble for

use, usuolly over eight Yecrs.

d) lnvenlories
lnventories ore stoted ol the lower of cost ond net reolizoble volue on the bosis of Firsl ln Firsl

oul principle ond o provision for shrinkoge computed of o rote of 2.2% of the volue of the
yeor's purchoses of groins ond pulses.

Slocks of consumoble slores ond Supplies
The occounting procedure for consumoble supplies ond stores lhot ore centrolly purchosed is

thot items ore initiolly coded to respective control occounts for these stocks of the time of

procurement ond the cosi expensed/chorged of the lime of dispotch to the respective user

(e)



NAI-IONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
IroR IHE yEAR ENDED 301'r'JLrNE z0l7

budget cenlres. This policy ensures thot budget centres ore only held responsible for lhe
expenditure directly reloted to whol they hove requisitioned ond consumed.

(f) Trode ond other receivobles

Trode ond other receivobles ore recognised ol foir volues less ollowonces for ony
uncollectible omounts. An estimole is mode of doubtful receivobles bosed on o review of oll
outstonding omounls of the yeor end. Bod debts ore written off ofler oll efforts of recovery
hove been exhousted. Provision for bod ond doubtful hos been mode on the bosis of specific
debts ond consists of ,l00% 

specific provision for some debtors ond o generol provision of 7.5%
on oll outstonding trode debts oi Bolonce Sheet dote.

S) Cosh ond cosh equivolenls

Cosh ond cosh equivolents comprise of cosh of bonk ond cosh on hond held in the Boord's
Cosh Off ices ot Heod Of fice ond Depoi/Silos ond Cosh in lronsit os ot 30ih June 2017.

h) Agencyfees/Commission

The rotes opplicoble for vorious services ond focilities thot were mutuolly ogreed upon lhe
principol (GOK) ond the ogent (NCPB) hove been in force since l2tn November 2002 is os
follows:

Rote
Noture of Service/focilitv Kshs/Percentoqe
i) Storoge 4.80 per bog per month
ii) Quolity moinlenonce 5.00 per bog per month
iii)Commission on Purchosing I 15.00 per bog
iv) Commission on releoses 25.00 per bog
v) Commerciol soles commission 9 % of soles volue
vi) Commission on tronsport 10 % of tronsport cost
vii)Commission on commodity hondling l0 %of hondlingcost
(Direct costs)

i) Trode Credilors ond olher poyobles

Trode ond other poyobles ore non-interest beoring ond ore corried of omortised cost, which is

meosured of the foir volue of conlroctuol volue of the considerotion to be poid in future in
respect of goods ond services supplied, wheiher billed to the Boord or not, less ony poyments
mode lo the suppliers.

j) Retirement benefil obligolions

The Boord operotes o defined Provident Fund Scheme for oll its permonent employees on
27th Jonuory, 1969.Ihe Boord's contributions ore chorged 1o the lncome Slotement in the
period in which it relotes. The ossets of the scheme ore held in o seporote irustee
odministered fund, which is funded from contributions from both the Boord ond lhe
employees.

NCPB olso contributes to the stoiutory Notionol Sociol Security Fund (NSSF). This is o defined
contribution scheme registered under the Notionol Sociol Security Act. The compony's
obligotion under the scheme is llmited io specific contributions legisloted from time to time
ond is currently l5% while the employee contributes 7.57o of employees bosic solory. lt is on
opproved fund under the lncome Tox Act ond is registered with Relirement Benefits Aulhority.

k)Provision for sloff leove poy

Employees' entitlements 1o onnuol leove ore recognised os they occrue of the employees. A
provision is mode for the estimoted liobility for onnuol leove of the reporting dote.

1a
-l -)



NATIONAL CERIlAI-S AND PRODUCE BOARD
ANNUAI- REPORT AND FINANCIAI- STATEMENTS
F-OR THE YEAR ENDI]D:OTH.It-INg ZOIZ

l) Exchonge role differences

The occounting records ore mointoined in the functionol currency of the primory economlc
environment in which the Boord operotes, Kenyo Shillings. Tronsoctions in foreign currencies

during the yeor/period ore lronsloted into the functionol currency using the exchonge rotes
prevoiling of the doles of the tronsoctions or voluotion where iiems ore re-meosured. Any

foreign exchonge goins ond losses resulting from the settlement of such tronsoctions ond from

the tronslotion ot yeor-end exchonge roles of monetory osse.ts ond liobilities denominoted in

foreign currencies ore recognised in profil or loss.

m) Budget informolion

Ihe originol budgei for FY 2Ol6-2017 wos opproved by the Noiionol Assembly ond
subsequenlly coscoded ond lhe porenl ministry communicoled the opprovol on 2nd June
2016.

There were no subsequent revisions or odditionol oppropriotions in the course of the yeor.

The Boord's budget is prepored on o different bosis to the octuol income ond expendilure
disclosed in the finonciol stotements. Ihe finonciol stotements ore prepored on occruol bosis

using o clossificotion bosed on the noture of expenses in the slolement of finonciol
performonce, whereos the budget is prepored on o cosh bosis. The omounts in the finonciol
slotements were recost from the occruol bosis to the cosh bosis ond reclossified by

presentotion to be on the some bosis os the opproved budget. A comporison of budget ond

octuol omounts, prepored on o comporoble bosis to the opproved budget, is then presented

in the stotemeni of comporison of budgel ond octuol omounts.

The vorionce between the ocluol ond budgeled omounts for eoch item in the income

stotement is exploined os shown in item XlV.

n)Comporolive figures

Where necessory comporotive figures for the previous finonciol yeor hove been included fo

conform to the required chonges in presentoiion.

p) Subsequenl evenls

There hove been no events subsequent 1o ihe finonciol yeor end wilh o significont impocl on

the finonciol stotements for the yeor ended June 30, 20 17.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preporolion of the Boord's finonciol stotements in conformity with IPSAS requires monogemenl

to moke .iudgmenls, estimotes ond ossumptions ihot offect the reported omounis of revenues.

expenses, ossets ond liobilities, ond the disclosure of conlingent liobilities, o1 lhe end of the reporling

period. However, uncertoinly obout these ossumptions ond estimoies could result in oulcomes thol

require o moteriol odjustmenl to the corrying omounl of the osset or liobility offected in future

periods.

Estimoles ond ossumplions
The key ossumplions concerning the future ond other key sources of estimotion uncertointy o1 ihe

reporting dote, thot hove o significonl risk of cousing o moteriol odiustment 1o the corrying omounts

of ossets ond liobilities within the next finonciol yeor. Ihe Boord bosed its ossumpiions ond estimotes

on poromeiers ovoiloble when the finonciol stotements were prepored. However, existing

circumsionces ond ossumptions obout future developmenis moy chonge due to morket chonges
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onces orising beyond the conirol of the Boord. Such chonges ore reflected in the
ns when they occur

ond reslduql volues
lives ond residuol volues of ossets ore ossessed using the following indicotors to inform

polentio future use ond volue from disposol:
condition of the osset bosed on the ossessment of experls employed by the Entity
noture of lhe osset, ils susceptibility ond odoptobility to chonges in technology ond

nolure of the processes in which the osset is deployed
bility of funding to reploce lhe ossets
es in the morkel in relotion lo the osset

were roised ond monogement determined on estimote bosed on lhe informotion

p

A

P

Provisions

ovoiloble

Provisions ore meosured of the monogement's best eslimote of lhe expenditure required lo settle
the ob lion of the reporting dote

Provision bod ond doubtful debts hos been mode on the bosis of specific debls
ond of l@ % specific provision for some debtors ond o generol provision of 7.5% of oll olher

nding trode debls ot the bolonce sheel dote.
Provision slock shrinkoge is computed of o role of 2.27" of volue of the yeor's purchoses.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

'l .Gross Soles

Locol White Moize
Rice
Poddy
Wheot
Gunnies
lnsecticides
Beons
Green Groms
Fertiliser 6.107. 7 641 7,670,1 18.7 54

2017
Kshs

r2r,005,100
19s,662,790
22,404,690

1,302,676,s30
E (2(
J, JJJ

0
39,353,360

0

979,924,670
7,830,783,s89

545.51 4

t2.526.153,7991
i285J43.97!

13,446,220

44,110,O27

3,832,608

293,658,248

69,202.094

4%249J9a

1 ,272,659,314
1,643,672

Lna302.986

r ,373,0 r 6

486,573

24,879

27,337,\89

5A201-A1A

)Jgllj-$L

815,263,374
8t5263J/j-.

2016
Kshs

7 6,487 ,262
186,341,672

90,3 r 4,001

31,270
47 ,891,562

12,o40

I ,107,589,186
6,467,O87,O30

341,793

3,O37,084
(979,924,670)

4l98-.]E0.425

18,685,497

18,832,291

3,650,470

294,283,286

36,226,932

3A*61_L4Q6

87 4,523,713
27.2Q1,?3?

eauS-64j

4,824,612

2,171,384
14,7 41

11 ,421 ,997

6,3?O,651

Lr_3_,{4!,.15_s

r3€Jll-53,?

30.'t 79.168

1A41.7i2.431

69_5-lzl,?gq
48L.LZ1?93

2.Cosl of Soles

3.Olher lncomes

Opening slocks
Purchose
Milling Costs
Provision for stock shrinkoge
(2.2%)

Closing Stocks
Cosl ol soles

(a)Reven ue from services/facilities
Weigh bridge charges
Ilagging and handling charges

Cleaning charges
Rental charges
Drying and fumigation

(b) Agency services
Gok agency remuneration
Agency conrmission from inPuts

(c) Sundry income
I nsurance compensation
Sale of tender documents
Sale of obsolete materials
Other rniscellaneous income
Other fee and charges
Disposal of fixed assets

(d) investment income
lnterest earned on short term
Investments(FDR)
TOTAL OTHER INCOMES

a-nL6s4

4.Roilwoy & Rood tronsPort costs
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5. Slotl Cosls

Solories ond woges
Boord's contribution to PF ond SSS

Boord's contribulion to NSSF

Medicol expenses
Leove poy ond grotuities
Welfore ond troining

The overoge number ol employees ol lhe
end of the yeor wos:

Permonent Employee -
Monogement
Permonent Employee - Unionisoble
Temporory ond controct Employees

Adminislrolion expenses
Entertoinment
Advertising
Conservoncy, light ond woter
Consumoble stores
lnsuronce
Lond rents & rotes ond siding chorges
Mointenonce of mochinery, furniture
& equipment
Mointenonce of building, fences,
gotes, roods ond roilwoy sidings
Postoge, telegroms ond telephone
Printing ond stotionery
Security expenses
Subscriplion & Nofoko Newsletter
Uniform ond prolective clothing
Donotions

Directors expenses

Operoling Expenses

Fumigolion expenses
Groin dryers operoting costs
Commodity hondlings costs
Hired tronsport (Non commodities)
Shows ond exhibilions
Trovelling ond subsistence
Vehicles runnlng cosls
Audit fee
Legol ond olher professionol fees

9. Finonce Cosls

Bonk chorges
Bonk overdroft ond Loon interest

2017
Kshs

738,505, r 58
r r4,90r,505

2,057,400
43,820,1t 4
t7 ,57 6,427
59,478.591

976,439,206

6,159,689
5,554,550

51,368,309
I ,530,251

21,171,898
21 ,771 ,704

53,805, r r 3

12,361,822
8,480,089

\ 4,068,735
96,843,441

682,460
862,613
506,200

295Jrfi1A

2885.023

1o,677,243
28,02t,5s9
2,916,333

5,138,565
45,983,7 59
| 4,080,948
2,900,000

18,380,424
u8n98i32

2017
Kshs

9r,15r,00t
280,392,370
3Zl-54337_7
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2016
Kshs

773,333,372
121,482,846

2,209,00O
42,975,900
16,088,826
23.974.391

9833L5.855

332

524
99

955

5,0 r 5,823
3,610, r 36

s3,02s,461
2,102,898

18,266,47 |

20,971,437

39,552,400

22,952,898
11 ,854,437
4,942,605

93,381,429
344,745
836,358
423,825

277290Jl4

s 946.134

r 8,590,980
10,592,680

1 ,250,112
30,000

6,633,844
50,602,663
I I ,127,57 4
2,900,00o

22.664,086
12L39i-l38

2016
Kshs

44,171 ,779
89,666,967

1il3i38iLr6

303

488
a<

w
6.

7

8.
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I0. Properly, Plonl And Mochinery (KShs) - 2017

Leosehold
Iond

Fencing Building ond
Drivewoys Groin Silos

&civil works

Motor
Vehicles

88,1 39,1 95
8,026,786

0

6.207.405
75.O40.704

Plont &

Mochinery
&Equipmenl

501 ,274,294
6,533.O46

o

L415.202
465.089.788

wlP

21 ,449,978
24.97 5.687

a

46.425.565

0

IOTAL

r r,538,938, rel
46,808,788

0

r 1.585.746.985

4,484.4&,39')

37 6.831 .49?
4,861.2r1.884

Cosl
/Voluolion
1 l7 /2016
Additions
Disposols

At 30/06/2017
DEPRECIATION

I l7 12016
Chorge for the
Yeor
30/0612017
NEI BOOK
VATUE

Cosl /Voluolion
1 /7 /2015
Additions
Disposols

At 30/0612016
DEPRECIATION

1 /7 /201s
Chorge for the
Yeor
On disposol
30/06/2O16
NET BOOK
VALUE

Building ond
Groin Silos

9,558.728,096
3.795,254

9,562,523,35O

3.356,850,482

337,558.389

-
3.694.408.876

LB6A)1AA1-4

Motor
Vehicles

71 .965,920
t 6,173,27 5

88.1 39.1 95

64,432,936

4.400,363
:

58.833.299

[305-896

Plonl &

Mochinery
&Equipment

469.434,227
3 t .840.067

sol.274.294

446,485,341

9.189 ,245
:

455.674.586

45-s99-798

Work ln
Progress

39,361 ,864
(r7,91 i,885)

TOTAL

r 1,50/,880.393
33,896,71t
12.838,?o1)

9 45,9 60,177

t2.838.907)

943,121,270

133.77 4,51 4

13,419,549

1371.4661
146.822.597

MBJIf

422,430,110

422,430,110

r 08, I 00,827

10,620,207

:
118.721.034

303.709-02

943,121 ,270 422,430,110 9 ,562,523,3fi
0 0 7,273,269

sQa
943.121.270 422.430,110 9,569.796.619 96.165.981 507.807.341

146,822,597 118,721 ,O34 3.694,408,876 68,833,299 455.674,586

13.060.333 10.613.713 337.534.839
r59.882.930 129.334,747 4.031.943.715

283.238.338 293.A953A2 5.537js2j03 21l2s27L AJt7-55i 4ta2s-aa5 6-724As5)01

Properly, Plonl And Mochinery (KShs) - 2016

o
0

Leosehold Fencing
Lond Drivewoys

&clvil works

21,449,978 11,538,938,197

- 1.109.644,105

3/ 5,187 .7 s4

-gt.4hha.484.460.392

?!.AU21A LQ54477-99s

1 1. lnlongible Assets

cosT
At July i

At 30th June
AMORTISATION
At July 1

Chorge for the yeor
At 30th June
Nel Book Volue ol 30th June

32,006,091
32.006.091

2ol7
Kshs

23,370,621
7 48,970

24,119.590
7.886.5!1

?stn
Kshs

32,006,091
32.006.09r

2r.008.533
2,362,O88

23.370.621
8-635-420
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12. lnvenlories

Ihe closing stocks of commodities volued ot Kshs 2,455,927 ,565(201512016 Kshs 910,243,950)
wos composed of the following:

(o)Composilion of stocks
Locol White moize
Beons
Wheoi
Costor seeds
Poddy
Locol milled rice
Wimbi
Green Groms
Feriiliser
Pockoging Oogs(Jute/OR)
lnsecticides
Tolol
(b)stock of consumobles
Totol
Less:

Provision for stock shrinkoge (2.2%l

Provision for obsoleie consumoble
stock
Tolol provision
Tolol closing slock ol yeor end

'I 3. Trode ond Olher Receivobles

Former Associoted Compony
Debtors for imported Wheot
Trode Debiors
Stoff Debtors
Sundry Debtors ond Prepoyments
Tolol
Less: Provision f or bod ond
doubtful debts(b)
Nel lrode ond Olher receivobles

(b) lhe provision f or bod ond Doubtful debts
c:omprise the following :

Associoted Componies
Debtors for imported Wheot
Other trode debiors
Sloff debtors
Sundry debtors
Tolol cumulolive provision

2Ar_
Kshs

20,650,995
5,664,106

0
640

39,265,30s
r3,201,615

96,7 60
8,802, r 60

2,408,882,189
29,577 ,856

12,173
2,526.153,799

30,432,674
2,556,586,472

98,37 6,670

2.282,237
r 00.6s8.907

2455.9n-5r5

160,078
35,933,464

r ,0 r 9,0 r 9,082
124,912,936
14l',790,355

1.321.887.915

943.557 ,914
328t30-001

r60,078
35,933,464

831,604,397
50,89 r,834
24278)4r

943.557$4

2014
Kshs

21 ,17 5,553
18,265,970

69 r ,600
640

156,251 ,697
29,870,125

96,760
0

725,066,620
28,493,531

12,173
979,924,669

30,432,67 4
1,010,357,343

97,831 ,156

2,282,237
r 00.1 1 3.393
9r024i1950

I 60,078
35,933,464

1,046,873,032
110,734,120
294,894,191

r.488.594.885

943.557.914
5r15"036J21

r60,078
35,933,464

831,604,397
50,89 r ,834
24-9_68)4,

?4359Jl4
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At June 30, the ogeing onolysis of the gross trode debtors wos os follows:

Less thon 30 doys
Between 30 ond 60 doys
Between 6l ond 90 doys
Between 9l on d 1 20 doys
Over 120 doys

(o) Strogetic Groin Reserve(old A/c)
Bolonce B/t
[)irect oxpr>nses for lhe ye <:r

Sub Totol
(b) Fomine Relief Progromme

Bolonco Ill1
I)irc<:l r:xponsos Ior the yoctr
Storogo chr:rqos
Sub Totol

O GOK l Tselecled Depols for Fomine
Relief
Bolonce Illf
Direct expcnses for the yeor
Sub Tolol

(d) Shogetic Groin Reserve(New A/c)
Boloncc B/[
I)irect oxp<;ns<,'s for the yeor
Sloroge chorges
Sub Tolol
Totol(o+b+c+d)
less solcs proceeds from solc of
returned gunnies

Bolonce B/F
Add cost for the yeor

2017
Kshs

63,635,s62
40,084,701
10,077 ,7 47

r 1,825,8r6
893,467,256

l,0l?-0gl*9!2

2016
Kshs

229,7 46,414
3,702,620
6,499,665
7,31 5,480

779,608,851
L446,87_3,032

14. Governmenl Deblors - New Agency A/c

The breokdown of omounts outstonding in relotion to eoch octivity os well as remittonces
from Government during the yeor is summorized here below:

Cumulolive
omounls Due

342,?4t ,936
0

342.241.936

I 39, 1U8,660

610,848,640
/,510,01/

757.547,317

191,916,538

I
191.916.638

?,568,989,772
4,801,825,300

\a63,4/0,410
8.8/,0.285.542

r 0.132.09r.433

Amounls
Received

Net bol. due
30th June 2017

Net bol. due
30th June 2016

2,448,359
663,3/7,680

1,510_,01 /
673.336.056

356,244,614
4,463,436,899

926,6e1,215
5,648.372.727
6,319,260,424

342,341,936
0

342.341.936

136,/ 40,301

l!t?,5?9,0401
0

84.211,261

t9 t ,91 6.638
q

191.916.638

?_,?12,/45,159
338,388,400
649,/ /9 ,? 56

3.191.912.815
3.8r 0.382.6s0

480,000
3.809.902.650

328,563, r 9s

342,341 ,936
0

342,241,936

\38,983,63?
90,5/O

89 4, /:l?,
r 39.968.940

r91,916,638
a

191.916.638

?,? / 5,853,/06
108,854,2 /6
184,28t,66t)

2,568,989,650
3,243,217,164

/80,?80
3,242.436.884

280,563, r 9s

0

a
0

0

0
0

Provision for bod & doubtful debts
Net oulslonding bolonce -3()0he
June 201 7

15. Government Deblors - MOA Fertilizer A/C

During the yeor the Boord hondled ond sold ossorted quontities of fertilizers ot subsidized
price ond the outstonding subsidy from GOK is os shown below.

Less: Amount received during the
yeor
Bolonce due from GOK

2017
Kshs

4.509,568,104
2.868,982,888
7,378,550,992

3,167_-45e.U5
4211,100.117

2016
Kshs

4,443,382,167
3,197 .27 6.300
7,640,658,467

3,r3r,090,363
!lt509,568.104
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16. Bonk ond Cosh Bolonces

The omount of Kshs 2,871,649,414 represents bonk bolonces ond cosh in hond held in the
Boord's Cosh Offices ot Heod Office ond Cosh in tronsit os ot 30th June 2O17.

Cosh of Bonk
Cosh in hond
Cosh in lronsit
Tolol cosh ol Bonk ond in hond

The moke - up of bonk bolonces is os f ollows:
Deloiled onolysis of the cosh ond cosh equivolenls

Finonciol inslitution Accounl number
o) Current occount

KCB, Coop bonk,
Consolidoted bonk ond
Tronsnotionol Bonk
Cosh in tronsit
cosh in hond
Sub- lolol

b)bonk Overdrotl
Totol cosh ond cosh
equivolenls

104 Bonk A/cs

2017
Kshs

2,851,897,349
1,244,523

18.507.542
).871 .649.4',t4

2016
Kshs

2,996,067,121
5,306,808
4,234,669

3-005.608J98

KShs

2,851,897,350
18,507,542

1,244.523
2.871.649.414
(431,187,7O1)

KShs

2,996,067,121
4,234,669
5,306,808

3.005.608.598
(299,070,7 sO)

2A40A67Jli 2J0n.5it-84L
.I7. 

CAPITAL FUND

Bolonce B/F 6-i94J.4U72 6-1i4JAU12

I8, REVATUATION RESERVE

The revoluolion reserve relotes to the revoluotion of items of property, plont, ond equipment.
The incorporoiion of the new volues of ossets resulted to o net revoluotion goin of Kshs

6,889,998,967 ond together with brought forword bolonce increosed revoluotion reserve lo
Kshs 9,589,422,793

I9. NET OPERATING PROFIT

The Boord recorded o Net Operoting Profit of Kshs.255,803,940 during the yeor under
review on its commerciol octivities. The Profit hove been tronsferred to the Revenue
Reserves Account leoving o debit bolonce of Kshs.7,458,499,294 os shown below;

2017

Bolonce B/F
Net profit for the yeor

Kshs
(7,724,303,234)

265,803,940
AA5BA9929A

2016
Kshs

(7,989,636,698)
265,333,463

{1J24,3032i4)

20. BANK OVERDRAFT

The Boord hos o slondby overdroft focility of Kshs.435 million with the Kenyo Commerciol
Bonk Limited to supplement working copitol. The bolonces os of 3Oth June 20l7 were os
follows: -

2017 2016
Kshs Kshs

Moin Bonk A/c 431,187.701 .99.O7O.75O

4l
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Bolonce of beginning of the Yeor
Domestic borrowings during the yeor
Repoyments of domestics borrowings
during ihe yeor
Bolonce ol end of lhe yeor

Ihe Boord does not hove ony externol loon. The

domestic borrowing is os follows:

Domeslic Borrowings
KCB Loon

22. Trode Credilors ond olher Poyobles

Trode poyobles
Creditors - owing to formers
Crediiors - stoff
Sundry creditors ond Provisions
Trode credilors ond provisions

Provision for leove poy
Bolonce ot beginning of the Yeor
Additionol provision of end of yeor
Leove token during the Yeor
Bolonce of end of lhe yeor

SHORTTERM LOAN
Furlher the Boord hos stonding oddilionol short term loon focility with Kenyo Commerciol
Bonk of Kshs 3.3 billion. The bolonces os of 30th June 2017 were os follows: -

2017
Kshs

2691,627,318
0

2n9l-627-318.

2n9lb27-318

2016
Kshs

0
0

2016
Kshs

5,386072,O40
33,091 ,631

7 ,369,552
1,327,171.381
6-753J$n94

2016
Kshs

v4e$.023

a a
0

q

2017
Kshs

2,151 ,527 ,508
12,420,866
8,438,380

t,tgt ,863,322
335A250-A7A

0
2,612,494

a
?&4e4-

2017
Kshs

fia.a$-o28

0
0
0

2ilZ.4e4

Provision for o nnuol leove poy is bosed on
services rendered by full-time employees up
to the end of the yeor.

23. Credilors - Due lo GOK - Ferlilizer Soles

Bolonce B/F 1,857,033,244 1,784,768,937

Soles for t he yeor 605,508,563 543'429 ,607

2,462,541,807 2,328,198,544

Less: Remitlonces I 56,736,500 471 , I 55,300

Amounl owed lo GOK ol yeor
end 2J0580iJ07 LA570i3244

Governmenl morkel lnlervenlion A/c
The bolonce in this occount reloles lo 1994/1995 moize interveniion ond subsequent moize

export tronsoctions in 1995195 ond 1996197. As ot Bolonce sheet dote there wos still o retoined
surplus of Kshs 174,063,O281o be offset ogoinst other GOK debts which ore still under review os

shown below,

24.

Bolonce due to GOK os ol yeor end

4n
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25. Governmenl Agency Accounl- operoling Resulls (Old Account)
Prior to liberolizotion in groin morkeling in December .l993 the Boord used lo receive cereols
from overseos under either Food Aid or Loon Progroms on beholf of the Government of Kenyo. A
formol Agency Agreement thot is still in force wos entered into on lSrh Jonuory l99O between
the GOK ond the Boord. The ogreement stipuloted terms ond conditions os well os lhe
occountobility procedures to be observed by the Boord for these commodities. An Agency
Commission of 8% of soles volue wos chorged to meel the Boord's monogemenl ond overheod
costs. The bolonce held on beholf of the Government os of 30th June 2017 remoined the some
os in previous yeor.

27. TAXATION
NCPB is o toxoble orgonizotion ond lncome Tox Returns hove been filed wilh the Commissioner
of lncome lox up to the yeor of income ended 30th June 20.l6, which reflected o cumulotive
toxoble losses omounting to Kshs.7, 670,5)0,791. However Kshs 964,765,588 represents VAT

orreors poyoble to KRA on provision of ogencies services to GOK.

28. NOTES TO THE STATEMENT OI CASH FTOWS

(o) Reconciliolion of operoting profit/(loss) lo
Cosh generoted from/(used in) operolions

Bolonce due to GOK os of yeor end

26. Credilors - Due lo GOK on SGR moize soles

Bolonce B/F
Soles for the yeor

Less: Remiitonces
Bolonce due lo Gok of yeor end

Operoting profil
,Add bock
Depreciotion
Amortisotion
Provision for Stock Shrinkoge
['rovision for bod ond doubtfuldebts
Operoling profit/(loss) before working copilol
chonges
(lncreose)/decreose in Trode debtors ond other
receivobles
(tncreose)/decreose in inventories
lncreose/(decreose) in trode ond other poyobles
lncreose/(decreose) in Bonk Loon
Cosh generoted from/(used in) operolions

(b) Anolysis of cosh ond cosh equivolenls

Cosh of bonk
Cosh in hond
Cosh in Tronsit
Eionk Overdroft
Cosh ond cosh equivolenl ol yeor end

691.929.916 693,920.389

2017
Kshs

143 195.039

634,351,602
10,770,368,643
11 ,404.720,245
9,773,991 ,820
1-6ioJ28A2s

2016
Kshs

143.195.032

634,351,602
4,686,930,9s0
4,945,201,982
4,310.850,380

6i4,3il-AjJ.2

2016
Kshs

265,333,463

37 5,187 ,7 54
2,362,O88
3,037,084

48,000,000

(r6r,8s8,2r8)
127,664,518
39l|,473,773

a
1-oil-?00462

2017
Kshs

26s,803.940

376,831,492
748,970
545,515

48.000.000

(96,145,277)
(1s46,229,129)
(\,960,4sO,)741

2,691,627,318
e19,267 .3461

2,851,897,350
1,244,523

)8,507,541
u31,187,701)
2A40A6t-713

2,996,067,121
s,306,808
4,234,669

t299,070,7 sO)

2ruA32j48
43
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29 RELATED PARTY DISCLOSURES

Tronsoctions with reloled porties:

(o)Soles lo reloled porlies:

Soles to government Porostolols
Soles to couniy Governments
Tolol

(b)Expenses incurred on beholf of reloled porly:

Poymenl of solories ond woges

(c) Key Monogemenl Compensolion

Directors Expenses
Compensotion lo Key Monogement stoff
Tolol

30. CONTINGENT LIABILITIES

Bonk guorontees
Legol cloims ogoinst the Boord
Tolol

n-6a,79.,06 
'80-06!ErS

2017
Kshs

235,323,870
1\7,686,890
353010.260

9,885,073
30.409.488
44294.547

2016
Kshs

433,839,410
3, r 16.890

426-?5CiX00

5,946,134
39.888.09 r

45.84225

00
345, I 80.000 345,1 80,000
345. 'l 80.000 345.1 80.000

The Boord hod contingent liobilities omounting to Kshs.345,'l80,000 os ol 30th June 2017 due
to pending disputes with suppliers of goods ond services together with olher individuols who
hove filed court coses ogoinst the Boord for vorious reosons.

3'I. FINANCIAL RISK MANAGEMENT

The Boord's octivilies expose it to o voriety of finonciol risks including credit ond liquidity risks

ond effects of chonges in foreign currency. The compony's overoll risk monogemenl
progromme focuses on unpredictobiliiy of chonges in the business environment ond seeks

to minimise ihe potentiol odverse effect of such risks on its performonce by setiing
occeptoble levels of risk. The compony does not hedge ony risks ond hos in ploce policies lo
ensure thot credit is only extended to customers with on estoblished credit hislory.

The compony's finonciol risk monogement objectives ond policies ore deioiled below:

(i) Credil risk

Ihe Boord hos exposure to credit risk, which is the risk thol o counterporiy will be unoble to
poy omounts in full when due. Credii risk orises from cosh ond cosh equivolents, ond deposits
with bonks. os well os irode ond other receivobles ond ovoiloble-for-sole finonciol
investments.

Monogement ossesses the credit quolity of eoch customer, toking into occount its finonciol
position, posl experience ond other foctors. lndividuol risk limits ore set bosed on internol or

externol ossessment in occordonce with limits set by the directors. Ihe omounts presented in
the stotemenl of finonciol position ore net of ollowonces for doubtful receivobles, eslimoled
by the compony's monogement bosed on prior experience ond their ossessment of lhe
current economic envlronment.
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Ihe receivobles thot ore post due dote relote to trode receivobles overdue between 30-120
doys. The receivobles ore not impoired ond continue to be poid. However o provision for bod
ond doubtfully debts is provided ond is deolt with in the lncome stotemeni.

The boord of directors sets the compony's credit policies ond objectives ond loys down
porometers within which the vorious ospects of credit risk monogement ore operoted.

ii) Liquidity risk monogemenl

Ultimote responsibility for liquidity risk monogemenl rests with the Boord's directors, who hove
built on oppropriote liquidity risk monogement fromework for the monogement of the Boord's
short, medium ond long-term funding ond liquidity monogemenl requirements. The Boord
monoges liquidiiy risk by mointoining odequote reserves (cosh ond bonk bolonce), reserve
borrowing focililies by through continuous monitoring of forecosts ond octuol cosh flows ond
motching the moturity profiles of fino nciol ossets with liobilities.

(iii) Morkel risk

Ihe boord hos put in ploce on iniernol oudit ond Complionce funclion to ossist it in ossessing
the risk foced by the entity on on ongoing bosis, evoluote ond tesl the design ond
effectiveness of its internol occounling ond operotionol controls.

Morket risk is the risk orising from chonges in morket prices, such os interest rote, equity prices
ond foreign exchonge rotes which will offect the Boord's income or the volue of its holding
of finonciol instruments. The oblective of morket risk monogement is lo monoge ond control
morket risk exposures within occeptoble poromelers, while optimising the return. Overoll
responsibility for monoging morket risk rests with the Audit ond Risk Monogement
Committee.

The compony's Finonce Deportment is responsible for the development of detoiled risk
monogement policies (subject to review ond opprovol by Audit ond Risk Monogement
Commitiee) ond for the doy to doy implementotion of those policies.

There hos been no chonge to the Boord's exposure to morket risks or the monner in which it
monoges ond meosures the risk.

o) Foreign currency risk

The Boord hos tronsoctionol currency exposures. Such exposure orises ihrough purchoses of
goods ond services thot ore done in currencies other thon the locol currency. lnvoices
denominoied in foreign currencies ore poid ofter 30 doys from the dote of the invoice ond
conversion of the time of poymenl is done using the prevoiling exchonge rote. The effecl of
such tronsoctions ore minimol becouse they ore few, however the result is deolt with in the
income stotement either os o loss or o goin.

b) lnleresl role risk

lnterest rote risk is the risk thot the Boord's finonciol condition moy be odversely offecied os
o result of chonges in interest rote levels. The compony's interest rote risk orises from bonk
interest rote chorge on short borrowing. Since the Boord working copiiol hos been
significontly eroded, it is forced lo rely on expensive short-term borrowing from bonks bul on
negotioted terms. This exposes the compony to cosh flow interest rote risk. The interest rote
risk exposure orises moinly from interest rote movements on the compony's borrowings.

To monoge the interest rote risk, monogemenl hos endeovoured to bonk with institutions
ihot offer fovouroble interest rote chorges ond with negotioble terms.
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iv) CopitolRiskMonogemenl

The objective of the Boord's copitol risk monogemenl is to sofeguord the Boord's obility to conlinue
os o going concern. The Boord copitol structure comprises of lhe following funds:

2017 2016
Kshs Kshs

Revoluotion reserve 9,589,422,793 9 ,589,422,793
Retoined eornings (7,458,499,2941 (7,724,303,2331

Copiiolreserve 6.304,142.172 6,304,142'172

Tolol funds 8,435,065,671 8,169,261,732

Tololborrowings 3)22815,019 299,070'750

Less: cosh ond bonk bolonces 2,871 ,649,414 3,005,608,598

Net debt/(excess cosh ond cosh
equivolenls) efl-ll5-60$ 2Jgn377-BAA

Georing e.98%) 33'13%

32. INCOPORATION

The Boord is incorporoled in Kenyo under the Act of Porlioment is domiciled in Kenyo.

33. EVENTS AFTER THE REPORTING PERIOD

There were no moteriol odjusling ond non- odjusting events ofter the

reporting period.

34. CURRENCY

The finonciol stotements ore presented in Kenyo Shillings (Kshs).
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